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records related to the administrative 
review process, if applicable; 

(ii) Hears additional evidence at the 
request of a party; and 

(iii) Basing its decision on the pre-
ponderance of the evidence, grants the 
relief that the court determines to be 
appropriate. 

(j) State fair hearing board. A fair 
hearing board as defined in § 361.5(b)(22) 
is authorized to carry out the respon-
sibilities of the impartial hearing offi-
cer under paragraph (e) of this section 
in accordance with the following cri-
teria: 

(1) The fair hearing board may con-
duct due process hearings either collec-
tively or by assigning responsibility for 
conducting the hearing to one or more 
members of the fair hearing board. 

(2) The final decision issued by the 
fair hearing board following a hearing 
under paragraph (j)(1) of this section 
must be made collectively by, or by a 
majority vote of, the fair hearing 
board. 

(3) The provisions of paragraphs 
(b)(1), (2), and (3) of this section that 
relate to due process hearings and of 
paragraphs (e), (f), (g), and (h) of this 
section do not apply to fair hearing 
boards under this paragraph (j). 

(k) Data collection. 
(1) The director of the designated 

State unit must collect and submit, at 
a minimum, the following data to the 
Commissioner of the Rehabilitation 
Services Administration (RSA) for in-
clusion each year in the annual report 
to Congress under section 13 of the Act: 

(i) A copy of the standards used by 
State reviewing officials for reviewing 
decisions made by impartial hearing 
officers under this section. 

(ii) The number of mediations held, 
including the number of mediation 
agreements reached. 

(iii) The number of hearings and re-
views sought from impartial hearing 
officers and State reviewing officials, 
including the type of complaints and 
the issues involved. 

(iv) The number of hearing officer de-
cisions that were not reviewed by ad-
ministrative reviewing officials. 

(v) The number of hearing decisions 
that were reviewed by State reviewing 
officials and, based on these reviews, 

the number of hearing decisions that 
were— 

(A) Sustained in favor of an applicant 
or eligible individual; 

(B) Sustained in favor of the des-
ignated State unit; 

(C) Reversed in whole or in part in 
favor of the applicant or eligible indi-
vidual; and 

(D) Reversed in whole or in part in 
favor of the State unit. 

(2) The State unit director also must 
collect and submit to the Commis-
sioner of RSA copies of all final deci-
sions issued by impartial hearing offi-
cers under paragraph (e) of this section 
and by State review officials under 
paragraph (g) of this section. 

(3) The confidentiality of records of 
applicants and eligible individuals 
maintained by the State unit may not 
preclude the access of the RSA Com-
missioner to those records for the pur-
poses described in this section. 

(Approved by the Office of Management and 
Budget under control number 1820–0500) 

(Authority: Section 102(c) of the Act; 29 
U.S.C. 722(c)) 

[66 FR 4382, Jan. 17, 2001, as amended at 66 
FR 7253, Jan. 22, 2001]

Subpart C—Financing of State Vo-
cational Rehabilitation Pro-
grams

§ 361.60 Matching requirements. 

(a) Federal share. 
(1) General. Except as provided in 

paragraph (a)(2) of this section, the 
Federal share for expenditures made by 
the State under the State plan, includ-
ing expenditures for the provision of 
vocational rehabilitation services and 
the administration of the State plan, is 
78.7 percent. 

(2) Construction projects. The Federal 
share for expenditures made for the 
construction of a facility for commu-
nity rehabilitation program purposes 
may not be more than 50 percent of the 
total cost of the project. 

(b) Non-Federal share. 
(1) General. Except as provided in 

paragraph (b)(2) and (3) of this section, 
expenditures made under the State 
plan to meet the non-Federal share
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under this section must be consistent 
with the provisions of 34 CFR 80.24. 

(2) Third party in-kind contributions. 
Third party in-kind contributions spec-
ified in 34 CFR 80.24(a)(2) may not be 
used to meet the non-Federal share 
under this section. 

(3) Contributions by private entities. 
Expenditures made from contributions 
by private organizations, agencies, or 
individuals that are deposited in the 
account of the State agency or sole 
local agency in accordance with State 
law and that are earmarked, under a 
condition imposed by the contributor, 
may be used as part of the non-Federal 
share under this section if the funds 
are earmarked for— 

(i) Meeting in whole or in part the 
State’s share for establishing a com-
munity rehabilitation program or con-
structing a particular facility for com-
munity rehabilitation program pur-
poses; 

(ii) Particular geographic areas with-
in the State for any purpose under the 
State plan, other than those described 
in paragraph (b)(3)(i) of this section, in 
accordance with the following criteria: 

(A) Before funds that are earmarked 
for a particular geographic area may be 
used as part of the non-Federal share, 
the State must notify the Secretary 
that the State cannot provide the full 
non-Federal share without using these 
funds. 

(B) Funds that are earmarked for a 
particular geographic area may be used 
as part of the non-Federal share with-
out requesting a waiver of 
statewideness under § 361.26. 

(C) Except as provided in paragraph 
(b)(3)(i) of this section, all Federal 
funds must be used on a statewide basis 
consistent with § 361.25, unless a waiver 
of statewideness is obtained under 
§ 361.26; and 

(iii) Any other purpose under the 
State plan, provided the expenditures 
do not benefit in any way the donor, an 
individual to whom the donor is related 
by blood or marriage or with whom the 
donor has a close personal relationship, 
or an individual, entity, or organiza-
tion with whom the donor shares a fi-
nancial interest. The Secretary does 
not consider a donor’s receipt from the 
State unit of a grant, subgrant, or con-
tract with funds allotted under this 

part to be a benefit for the purposes of 
this paragraph if the grant, subgrant, 
or contract is awarded under the 
State’s regular competitive procedures.

(Authority: Sections 7(14), 101(a)(3), 101(a)(4) 
and 104 of the Act; 29 U.S.C. 706(14), 721(a)(3), 
721(a)(4) and 724))

Example for paragraph (b)(3): Contributions 
may be earmarked in accordance with 
§ 361.60(b)(3)(iii) for providing particular serv-
ices (e.g., rehabilitation technology serv-
ices); serving individuals with certain types 
of disabilities (e.g., individuals who are 
blind), consistent with the State’s order of 
selection, if applicable; providing services to 
special groups that State or Federal law per-
mits to be targeted for services (e.g., stu-
dents with disabilities who are receiving spe-
cial education services), consistent with the 
State’s order of selection, if applicable; or 
carrying out particular types of administra-
tive activities permissible under State law. 
Contributions also may be restricted to par-
ticular geographic areas to increase services 
or expand the scope of services that are 
available statewide under the State plan in 
accordance with the requirements in 
§ 361.60(b)(3)(ii).

(Approved by the Office of Management and 
Budget under control number 1820–0500) 

[66 FR 4382, Jan. 17, 2001, as amended at 66 
FR 7253, Jan. 22, 2001]

§ 361.61 Limitation on use of funds for 
construction expenditures. 

No more than 10 percent of a State’s 
allotment for any fiscal year under sec-
tion 110 of the Act may be spent on the 
construction of facilities for commu-
nity rehabilitation program purposes. 

(Authority: Section 101(a)(17)(A) of the Act; 
29 U.S.C. 721(a)(17)(A))≤

§ 361.62 Maintenance of effort require-
ments. 

(a) General requirements.
(1) The Secretary reduces the amount 

otherwise payable to a State for a fis-
cal year by the amount by which the 
total expenditures from non-Federal 
sources under the State plan for the 
previous fiscal year were less than the 
total of those expenditures for the fis-
cal year 2 years prior to the previous 
fiscal year.

Example: For fiscal year 2001, a State’s 
maintenance of effort level is based on the 
amount of its expenditures from non-Federal 
sources for fiscal year 1999. Thus, if the
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State’s non-Federal expenditures in 2001 are 
less than they were in 1999, the State has a 
maintenance of effort deficit, and the Sec-
retary reduces the State’s allotment in 2002 
by the amount of that deficit.

(2) If, at the time the Secretary 
makes a determination that a State 
has failed to meet its maintenance of 
effort requirements, it is too late for 
the Secretary to make a reduction in 
accordance with paragraph (a)(1) of 
this section, then the Secretary recov-
ers the amount of the maintenance of 
effort deficit through audit disallow-
ance. 

(b) Specific requirements for construc-
tion of facilities. If the State provides 
for the construction of a facility for 
community rehabilitation program 
purposes, the amount of the State’s 
share of expenditures for vocational re-
habilitation services under the plan, 
other than for the construction of a fa-
cility for community rehabilitation 
program purposes or the establishment 
of a facility for community rehabilita-
tion purposes, must be at least equal to 
the expenditures for those services for 
the second prior fiscal year. If a State 
fails to meet the requirements of this 
paragraph, the Secretary recovers the 
amount of the maintenance of effort 
deficit through audit disallowance. 

(c) Separate State agency for vocational 
rehabilitation services for individuals who 
are blind. If there is a separate part of 
the State plan administered by a sepa-
rate State agency to provide voca-
tional rehabilitation services for indi-
viduals who are blind— 

(1) Satisfaction of the maintenance 
of effort requirements under para-
graphs (a) and (b) of this section are de-
termined based on the total amount of 
a State’s non-Federal expenditures 
under both parts of the State plan; and 

(2) If a State fails to meet any main-
tenance of effort requirement, the Sec-
retary reduces the amount otherwise 
payable to the State for that fiscal 
year under each part of the plan in di-
rect relation to the amount by which 
expenditures from non-Federal sources 
under each part of the plan in the pre-
vious fiscal year were less than they 
were for that part of the plan for the 
fiscal year 2 years prior to the previous 
fiscal year. 

(d) Waiver or modification. 

(1) The Secretary may waive or mod-
ify the maintenance of effort require-
ment in paragraph (a)(1) of this section 
if the Secretary determines that a 
waiver or modification is necessary to 
permit the State to respond to excep-
tional or uncontrollable cir-
cumstances, such as a major natural 
disaster or a serious economic down-
turn, that— 

(i) Cause significant unanticipated 
expenditures or reductions in revenue 
that result in a general reduction of 
programs within the State; or 

(ii) Require the State to make sub-
stantial expenditures in the vocational 
rehabilitation program for long-term 
purposes due to the one-time costs as-
sociated with the construction of a fa-
cility for community rehabilitation 
program purposes, the establishment of 
a facility for community rehabilitation 
program purposes, or the acquisition of 
equipment. 

(2) The Secretary may waive or mod-
ify the maintenance of effort require-
ment in paragraph (b) of this section or 
the 10 percent allotment limitation in 
§ 361.61 if the Secretary determines that 
a waiver or modification is necessary 
to permit the State to respond to ex-
ceptional or uncontrollable cir-
cumstances, such as a major natural 
disaster, that result in significant de-
struction of existing facilities and re-
quire the State to make substantial ex-
penditures for the construction of a fa-
cility for community rehabilitation 
program purposes or the establishment 
of a facility for community rehabilita-
tion program purposes in order to pro-
vide vocational rehabilitation services. 

(3) A written request for waiver or 
modification, including supporting jus-
tification, must be submitted to the 
Secretary as soon as the State deter-
mines that an exceptional or uncon-
trollable circumstance will prevent it 
from making its required expenditures 
from non-Federal sources. 

(Approved by the Office of Management and 
Budget under control number 1820–0500) 

(Authority: Sections 101(a)(17) and 111(a)(2) 
of the Act; 29 U.S.C. 721(a)(17) and 731(a)(2)) 

[66 FR 4382, Jan. 17, 2001, as amended at 66 
FR 7253, Jan. 22, 2001]
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§ 361.63 Program income. 
(a) Definition. For purposes of this 

section, program income means gross in-
come received by the State that is di-
rectly generated by an activity sup-
ported under this part. 

(b) Sources. Sources of program in-
come include, but are not limited to, 
payments from the Social Security Ad-
ministration for assisting Social Secu-
rity beneficiaries and recipients to 
achieve employment outcomes, pay-
ments received from workers’ com-
pensation funds, fees for services to de-
fray part or all of the costs of services 
provided to particular individuals, and 
income generated by a State-operated 
community rehabilitation program. 

(c) Use of program income. 
(1) Except as provided in paragraph 

(c)(2) of this section, program income, 
whenever earned, must be used for the 
provision of vocational rehabilitation 
services and the administration of the 
State plan. Program income is consid-
ered earned when it is received. 

(2) Payments provided to a State 
from the Social Security Administra-
tion for assisting Social Security bene-
ficiaries and recipients to achieve em-
ployment outcomes may also be used 
to carry out programs under part B of 
Title I of the Act (client assistance), 
part B of Title VI of the Act (supported 
employment), and Title VII of the Act 
(independent living). 

(3) The State is authorized to treat 
program income as— 

(i) An addition to the grant funds to 
be used for additional allowable pro-
gram expenditures, in accordance with 
34 CFR 80.25(g)(2); or 

(ii) A deduction from total allowable 
costs, in accordance with 34 CFR 
80.25(g)(1). 

(4) Program income cannot be used to 
meet the non-Federal share require-
ment under § 361.60. 

(Authority: Section 108 of the Act; 29 U.S.C. 
728; 34 CFR 80.25)

§ 361.64 Obligation of Federal funds 
and program income. 

(a) Except as provided in paragraph 
(b) of this section, any Federal funds, 
including reallotted funds, that are ap-
propriated for a fiscal year to carry out 
a program under this part that are not 

obligated by the State by the begin-
ning of the succeeding fiscal year and 
any program income received during a 
fiscal year that is not obligated by the 
State by the beginning of the suc-
ceeding fiscal year remain available for 
obligation by the State during that 
succeeding fiscal year. 

(b) Federal funds appropriated for a 
fiscal year remain available for obliga-
tion in the succeeding fiscal year only 
to the extent that the State met the 
matching requirement for those Fed-
eral funds by obligating, in accordance 
with 34 CFR 76.707, the non-Federal 
share in the fiscal year for which the 
funds were appropriated. 

(Authority: Section 19 of the Act; 29 U.S.C. 
716)

§ 361.65 Allotment and payment of 
Federal funds for vocational reha-
bilitation services. 

(a) Allotment. 
(1) The allotment of Federal funds for 

vocational rehabilitation services for 
each State is computed in accordance 
with the requirements of section 110 of 
the Act, and payments are made to the 
State on a quarterly basis, unless some 
other period is established by the Sec-
retary. 

(2) If the State plan designates one 
State agency to administer, or super-
vise the administration of, the part of 
the plan under which vocational reha-
bilitation services are provided for in-
dividuals who are blind and another 
State agency to administer the rest of 
the plan, the division of the State’s al-
lotment is a matter for State deter-
mination. 

(b) Reallotment. 
(1) The Secretary determines not 

later than 45 days before the end of a 
fiscal year which States, if any, will 
not use their full allotment. 

(2) As soon as possible, but not later 
than the end of the fiscal year, the Sec-
retary reallots these funds to other 
States that can use those additional 
funds during the current or subsequent 
fiscal year, provided the State can 
meet the matching requirement by ob-
ligating the non-Federal share of any 
reallotted funds in the fiscal year for 
which the funds were appropriated. 

(3) Funds reallotted to another State 
are considered to be an increase in the 
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recipient State’s allotment for the fis-
cal year for which the funds were ap-
propriated. 

(Authority: Sections 110 and 111 of the Act; 
29 U.S.C. 730 and 731)

Subpart D [Reserved]

Subpart E—Evaluation Standards 
and Performance Indicators

§ 361.80 Purpose. 
The purpose of this subpart is to es-

tablish evaluation standards and per-
formance indicators for the Program. 

(Authority: 29 U.S.C. 726(a))

§ 361.81 Applicable definitions. 
In addition to those definitions in 

§ 361.5(b), the following definitions 
apply to this subpart: 

Average hourly earnings means the av-
erage per hour earnings in the week 
prior to exiting the vocational reha-
bilitation (VR) program of an eligible 
individual who has achieved a competi-
tive employment outcome. 

Business Enterprise Program (BEP) 
means an employment outcome in 
which an individual with a significant 
disability operates a vending facility 
or other small business under the man-
agement and supervision of a des-
ignated State unit (DSU). This term in-
cludes home industry, farming, and 
other enterprises. 

Exit the VR program means that a 
DSU has closed the individual’s record 
of VR services in one of the following 
categories: 

(1) Ineligible for VR services. 
(2) Received services under an indi-

vidualized plan for employment (IPE) 
and achieved an employment outcome. 

(3) Received services under an IPE 
but did not achieve an employment 
outcome. 

(4) Eligible for VR services but did 
not receive services under an IPE. 

General or combined DSU means a 
DSU that does not serve exclusively in-
dividuals with visual impairments or 
blindness. 

Individuals from a minority background 
means individuals who report their 
race and ethnicity in any of the fol-
lowing categories: American Indian or 
Alaska Native, Asian, Black or African 

American, Native Hawaiian or Other 
Pacific Islander, or Hispanic or Latino. 

Minimum wage means the higher of 
the rate specified in section 6(a)(1) of 
the Fair Labor Standards Act of 1938, 
29 U.S.C. 206(a)(1), (i.e., the Federal 
minimum wage) or applicable State 
minimum wage law. 

Non-minority individuals means indi-
viduals who report themselves exclu-
sively as White, non-Hispanic. 

Performance period is the reporting 
period during which a DSU’s perform-
ance is measured. For Evaluation 
Standards 1 and 2, performance data 
must be aggregated and reported for 
each fiscal year beginning with fiscal 
year 1999. However, DSUs that exclu-
sively serve individuals with visual im-
pairments or blindness must report 
each year the aggregated data for the 2 
previous years for Performance Indica-
tors 1.1 through 1.6; the second year 
must coincide with the performance 
period for general or combined DSUs. 

Primary indicators means Perform-
ance Indicators 1.3, 1.4, and 1.5, which 
are specifically designed to measure— 

(1) The achievement of competitive, 
self-, or BEP employment with earn-
ings equivalent to the minimum wage 
or higher, particularly by individuals 
with significant disabilities; and 

(2) The ratio between the average 
hourly earnings of individuals who exit 
the VR program in competitive, self-, 
or BEP employment with earnings 
equivalent to the minimum wage or 
higher and the State’s average hourly 
earnings for all employed individuals. 

RSA–911 means the Case Service Re-
port that is submitted annually by a 
DSU as approved by the Office of Man-
agement and Budget (OMB). 

Self-employment means an employ-
ment outcome in which the individual 
works for profit or fee in his or her own 
business, farm, shop, or office, includ-
ing sharecroppers. 

Service rate means the result obtained 
by dividing the number of individuals 
who exit the VR program after receiv-
ing one or more services under an IPE 
during any reporting period by the 
total number of individuals who exit 
the VR program (as defined in this sec-
tion) during that reporting period. 
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