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PART 200 [RESERVED] 

PART 201—GRANTS TO STATES FOR 
PUBLIC ASSISTANCE PROGRAMS 

Sec. 
201.0 Scope and applicability. 
201.1 General definitions. 

Subpart A—Approval of State Plans and 
Certification of Grants 

201.2 General. 
201.3 Approval of State plans and amend-

ments. 
201.4 Administrative review of certain ad-

ministrative decisions. 
201.5 Grants. 
201.6 Withholding of payment; reduction of 

Federal financial participation in the 
costs of social services and training. 

201.7 Judicial review. 

Subpart B—Review and Audits 

201.10 Review of State and local administra-
tion. 

201.11 Personnel merit system review. 
201.12 Public assistance audits. 
201.13 Action on audit and review findings. 
201.14 Reconsideration under section 1116(d) 

of the Act. 
201.15 Deferral of claims for Federal finan-

cial participation. 
201.66 Repayment of Federal funds by in-

stallments. 
201.67 Treatment of uncashed or cancelled 

checks. 
201.70 Treatment of replacement checks. 

AUTHORITY: 42 U.S.C. 303, 603, 1203, 1301, 
1302, 1316, 1353 and 1383 (note). 

SOURCE: 35 FR 12180, July 29, 1970, unless 
otherwise noted. 

§ 201.0 Scope and applicability. 
Titles I, X, XIV and XVI (as in effect 

without regard to section 301 of the So-
cial Security Amendments of 1972) 
shall continue to apply to Puerto Rico, 
the Virgin Islands, and Guam. The 
term State as used in such titles means 
Puerto Rico, the Virgin Islands, and 
Guam. 

[39 FR 8326, Mar. 5, 1974] 

§ 201.1 General definitions. 
When used in this chapter, unless the 

context otherwise indicates: 
(a) Act means the Social Security 

Act, and titles referred to are titles of 
that Act; 

(b) Department means the Department 
of Health and Human Services; 

(c) Administrator means the Adminis-
trator, Family Support Administra-
tion; 

(d) Secretary means the Secretary of 
Health and Human Services; 

(e) Administration means the Family 
Support Administration; 

(f) Regional Administrator means the 
Regional Administrator of the Family 
Support Administration; 

(g) State means the several States, 
the District of Columbia, the Common-
wealth of Puerto Rico, the Virgin Is-
lands, Guam, and American Samoa. 
The term ‘‘State’’ with respect to 
American Samoa applies to the pro-
grams set forth in title IV-A and IV-F 
of the Act; 

(h) State agency means the State 
agency administering or supervising 
the administration of the State plan or 
plans under title I, IV-A, IV-F, X, or 
XVI (AABD) of the Act; 

(i) The terms regional office and cen-
tral office refer to the regional offices 
and the central office of the Family 
Support Administration, respectively. 

[35 FR 12180, July 29, 1970, as amended at 39 
FR 34543, Sept. 26, 1974; 53 FR 36578, Sept. 21, 
1988; 57 FR 30425, July 9, 1992] 

Subpart A—Approval of State 
Plans and Certification of Grants 

§ 201.2 General. 

The State plan is a comprehensive 
statement submitted by the State 
agency describing the nature and scope 
of its program and giving assurance 
that it will be administered in con-
formity with the specific requirements 
stipulated in the pertinent title of the 
Act, the regulations in subtitle A and 
this chapter of this title, and other ap-
plicable official issuances of the De-
partment. The State plan contains all 
information necessary for the Adminis-
tration to determine whether the plan 
can be approved, as a basis for Federal 
financial participation in the State 
program. 

[35 FR 12180, July 29, 1970, as amended at 53 
FR 36578, Sept. 21, 1988] 
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§ 201.3 Approval of State plans and 
amendments. 

The State plan consists of written 
documents furnished by the State to 
cover each of its programs under the 
Act: Old-age assistance (title I); aid 
and services to needy families with 
children (part A of title IV); aid to the 
blind (title X); aid to the permanently 
and totally disabled (title XIV); or aid 
to the aged, blind or disabled (title 
XVI). The State may submit the com-
mon material on more than one pro-
gram as an integrated plan. However, 
it must identify the provisions perti-
nent to each title since a separate plan 
must be approved for each public as-
sistance title. A plan submitted under 
title XVI encompasses, under a single 
plan, the programs otherwise covered 
by three separate plans under titles I, 
X, and XIV. After approval of the origi-
nal plan by the Administration, all rel-
evant changes, required by new stat-
utes, rules, regulations, interpreta-
tions, and court decisions, are required 
to be submitted currently so that the 
Administration may determine wheth-
er the plan continues to meet Federal 
requirements and policies. 

(a) Submittal. State plans and revi-
sions of the plans are submitted first to 
the State governor or his designee for 
review in accordance with § 204.1 of this 
chapter, and then to the regional of-
fice. The States are encouraged to ob-
tain consultation of the regional staff 
when a plan is in process of preparation 
or revision. 

(b) Review. Staff in the regional of-
fices are responsible for review of State 
plans and amendments. They also ini-
tiate discussion with the State agency 
on clarification of significant aspects 
of the plan which come to their atten-
tion in the course of this review. State 
plan material on which the regional 
staff has questions concerning the ap-
plication of Federal policy is referred 
with recommendations as required to 
the central office for technical assist-
ance. Comments and suggestions, in-
cluding those of consultants in speci-
fied areas, may be prepared by the cen-
tral office for use by the regional staff 
in negotiations with the State agency. 

(c) Action. The Regional Adminis-
trator, exercised delegated authority 
to take affirmative action on State 

plans and amendments thereto on the 
basis of policy statements or prece-
dents previously approved by the Ad-
ministrator. The Administrator retains 
authority for determining that pro-
posed plan material is not approvable, 
or that a previously approved plan no 
longer meets the requirements for ap-
proval, except that a final determina-
tion of disapproval may not be made 
without prior consultation and discus-
sion by the Administrator with the 
Secretary. The Regional Adminis-
trator, or the Administrator formally 
notifies the State agency of the actions 
taken on State plans or revisions. 

(d) Basis for approval. Determinations 
as to whether State plans (including 
plan amendments and administrative 
practice under the plans) originally 
meet or continue to meet, the require-
ments for approval are based on rel-
evant Federal statutes and regulations. 
Guidelines are furnished to assist in 
the interpretation of the regulations. 

(e) Prompt approval of State plans. 
Pursuant to section 1116 of the Act, the 
determination as to whether a State 
plan submitted for approval conforms 
to the requirements for approval under 
the Act and regulations issued pursu-
ant thereto shall be made promptly 
and not later than the 90th day fol-
lowing the date on which the plan sub-
mittal is received in the regional of-
fice, unless the Regional Adminis-
trator, has secured from the State 
agency a written agreement to extend 
that period. 

(f) Prompt approval of plan amend-
ments. Any amendment of an approved 
State plan may, at the option of the 
State, be considered as a submission of 
a new State plan. If the State requests 
that such amendment be so considered 
the determination as to its conformity 
with the requirements for approval 
shall be made promptly and not later 
than the 90th day following the date on 
which such a request is received in the 
regional office with respect to an 
amendment that has been received in 
such office, unless the Regional Admin-
istrator, has secured from the State 
agency a written agreement to extend 
that period. In absence of request by a 
State that an amendment of an ap-
proved State plan shall be considered 
as a submission of a new State plan, 
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the procedures under § 201.6 (a) and (b) 
shall be applicable. 

(g) Effective date. The effective date 
of a new plan may not be earlier than 
the first day of the calendar quarter in 
which an approvable plan is submitted, 
and with respect to expenditures for as-
sistance under such plan, may not be 
earlier than the first day on which the 
plan is in operation on a statewide 
basis. The same applies with respect to 
plan amendments that provide addi-
tional assistance or services to persons 
eligible under the approved plan or 
that make new groups eligible for as-
sistance or services provided under the 
approved plan. For other plan amend-
ments the effective date shall be as 
specified in other sections of this chap-
ter. 

[35 FR 12180, July 29, 1970, as amended at 39 
FR 34542, Sept. 26, 1974; 42 FR 43977, Sept. 1, 
1977; 53 FR 36579, Sept. 21, 1988] 

§ 201.4 Administrative review of cer-
tain administrative decisions. 

Pursuant to section 1116 of the Act, 
any State dissatisfied with a deter-
mination of the Administrator pursu-
ant to § 201.3 (e) or (f) with respect to 
any plan or amendment may, within 60 
days after the date of receipt of notifi-
cation of such determination, file a pe-
tition with the Regional Adminis-
trator, asking the Administrator for 
reconsideration of the issue of whether 
such plan or amendment conforms to 
the requirements for approval under 
the Act and pertinent Federal require-
ments. Within 30 days after receipt of 
such a petition, the Administrator 
shall notify the State of the time and 
place at which the hearing for the pur-
pose of reconsidering such issue will be 
held. Such hearing shall be held not 
less than 30 days nor more than 60 days 
after the date notice of such hearing is 
furnished to the State, unless the Ad-
ministrator and the State agree in 
writing on another time. For hearing 
procedures, see part 213 of this chapter. 
A determination affirming, modifying, 
or reversing the Administrator’s origi-
nal decision will be made within 60 
days of the conclusion of the hearing. 
Action pursuant to an initial deter-
mination by the Administrator de-
scribed in such § 201.3 (e) or (f) that a 
plan or amendment is not approvable 

shall not be stayed pending the recon-
sideration, but in the event that the 
Administrator subsequently deter-
mines that his original decision was in-
correct he shall certify restitution 
forthwith in a lump sum of any funds 
incorrectly withheld or otherwise de-
nied. 

[35 FR 12180, July 29, 1970, as amended at 42 
FR 43977, Sept. 1, 1977; 53 FR 36579, Sept. 21, 
1988] 

§ 201.5 Grants. 
To States with approved plans, 

grants are made each quarter for ex-
penditures under the plan for assist-
ance, services, training and adminis-
tration. The determination as to the 
amount of a grant to be made to a 
State is based upon documents sub-
mitted by the State agency containing 
information required under the Act and 
such other pertinent facts, including 
title IV-A the appropriate Federal 
share of child support collections made 
by the State, as may be found nec-
essary. 

(a) Form and manner of submittal. (1) 
Time and place: The estimates for pub-
lic assistance grants for each quarterly 
period must be forwarded to the re-
gional office 45 days prior to the period 
of the estimate. They include a certifi-
cation of State funds available and a 
justification statement in support of 
the estimates. A statement of quar-
terly expenditures and any necessary 
supporting schedules must be for-
warded to the Department of Health 
and Human Services, Family Support 
Administration, not later than 30 days 
after the end of the quarter. 

(2) Description of forms: ‘‘State 
Agency Expenditure Projection—Quar-
terly Projection by Program’’ rep-
resents the State agency’s estimate of 
the total amount and the Federal share 
of expenditures for assistance, services, 
training, and administration to be 
made during the quarter for each of the 
public assistance programs under the 
Act. From these estimates the State 
and Federal shares of the total expend-
itures are computed. The State’s com-
puted share of total estimated expendi-
tures is the amount of State and local 
funds necessary for the quarter. The 
Federal share is the basis for the funds 
to be advanced for the quarter. The 
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State agency must also certify, on this 
form or otherwise, the amount of State 
funds (exclusive of any balance of ad-
vances received from the Federal Gov-
ernment) actually on hand and avail-
able for expenditure; this certification 
must be signed by the executive officer 
of the State agency submitting the es-
timate or a person officially designated 
by him, or by a fiscal officer of the 
State if required by State law or regu-
lation. (A form ‘‘Certificate of Avail-
ability of State Funds for Assistance 
and Administration during Quarter’’ is 
available for submitting this informa-
tion, but its use is optional.) If the 
amount of State funds (or State and 
local funds if localities participate in 
the program), shown as available for 
expenditures is not sufficient to cover 
the State’s proportionate share of the 
amount estimated to be expended, the 
certification must contain a statement 
showing the source from which the 
amount of the deficiency is expected to 
be derived and the time when this 
amount is expected to be made avail-
able. 

(3) The State agency must also sub-
mit a quarterly statement of expendi-
tures for each of the public assistance 
programs under the Act. This is an ac-
counting statement of the disposition 
of the Federal funds granted for past 
periods and provides the basis for mak-
ing the adjustments necessary when 
the State’s estimate for any prior quar-
ter was greater or less than the amount 
the State actually expended in that 
quarter. The statement of expenditures 
also shows the share of the Federal 
Government in any recoupment, from 
whatever source, including for title IV- 
A the appropriate share of child sup-
port collections made by the State, of 
expenditures claimed in a prior period, 
and also in expenditures not properly 
subject to Federal financial participa-
tion which are acknowledged by the 
State agency, including the share of 
the Federal Government for uncashed 
and cancelled checks as described at 45 
CFR 201.67 and replacement checks as 
described at 45 CFR 201.70 in this part, 
or which have been revealed in the 
course of an audit. 

(b) Review. The State’s estimates are 
analyzed by the regional office staff 
and are forwarded with recommenda-

tions as required to the central office. 
The central office reviews the State’s 
estimate, other relevant information, 
and any adjustments to be made for 
prior periods, and computes the grant. 

(c) Grant award. The grant award 
computation form shows, by program, 
the amount of the estimate for the en-
suing quarter, and the amounts by 
which the estimate is reduced or in-
creased because of over- or under-esti-
mate for the prior quarter and for 
other adjustments. This form is trans-
mitted to the State agency to draw the 
amount of the grant award, as needed, 
to meet the Federal share of disburse-
ments. The draw is through a commer-
cial bank and the Federal Reserve sys-
tem against a continuing letter of cred-
it certified to the Secretary of the 
Treasury in favor of the State payee. A 
copy of the grant award notice is sent 
to the State Central Information Re-
ception Agency in accord with section 
201 of the Intergovernmental Coopera-
tion Act of 1968. 

(d) Letter of credit payment system. The 
letter of credit system for payment of 
advances of Federal funds was estab-
lished pursuant to Treasury Depart-
ment regulations (Circular No. 1075), 
published in the FEDERAL REGISTER on 
July 11, 1967 (32 FR 10201). The HEW 
‘‘Instructions to Recipient Organiza-
tions for Use of Letter of Credit’’ was 
transmitted to all grantees by memo-
randum from the Assistant Secretary- 
Comptroller on January 15, 1968. 

(e) General administrative requirements. 
With the following exceptions, the pro-
visions of part 74 of this title, estab-
lishing uniform administrative require-
ments and cost principles, shall apply 
to all grants made to States under this 
part: 

45 CFR PART 74 

Subpart G—Matching and Cost Sharing. 
Subpart I—Financial Reporting Require-

ments. 

[35 FR 12180, July 29, 1970, as amended at 38 
FR 26320, Sept. 19, 1973; 46 FR 48003, Sept. 30, 
1981; 53 FR 24269, June 28, 1988; 53 FR 36579, 
Sept. 21, 1988] 
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§ 201.6 Withholding of payment; reduc-
tion of Federal financial participa-
tion in the costs of social services 
and training. 

(a) When withheld. Further payments 
to a State are withheld in whole or in 
part if the Administrator, after reason-
able notice and opportunity for hearing 
to the State agency administering or 
supervising the administration of an 
approved plan, finds: 

(1) That the plan no longer complies 
with the provisions of section 2, 402, 
1002, 1402, or 1602 of the Act; or 

(2) That in the administration of the 
plan there is failure to comply substan-
tially with any such provision. 

A question of noncompliance of a 
State plan may arise from an 
unapprovable change in the approved 
State plan, the failure of the State to 
change its approved plan to conform to 
a new Federal requirement for approval 
of State plans, or the failure of the 
State in practice to comply with a Fed-
eral requirement, whether or not its 
State plan has been amended to con-
form to such requirement. 

(b) When the rate of Federal financial 
participation is reduced. Under title I, X, 
XIV, or XVI (AABD) of the Act, Fed-
eral financial participation in the costs 
of social services and training approved 
at the rate of 75 per centum is reduced 
to 50 per centum if the Administrator, 
after reasonable notice and oppor-
tunity for a hearing to the State agen-
cy, finds: 

(1) That the plan provision under 
such title for prescribed services no 
longer complies with the Federal re-
quirements with respect to such pre-
scribed services; or 

(2) That in the administration of the 
plan there is a failure to comply sub-
stantially with such plan provision. 

(c) Information discussions. Hearings 
with respect to matters under para-
graph (a) or (b) of this section are gen-
erally not called, however, until after 
reasonable effort has been made by the 
Administration to resolve the ques-
tions involved by conference and dis-
cussion with State officials. Formal 
notification of the date and place of 
hearing does not foreclose further ne-
gotiations with State officials. 

(d) Conduct of hearings. For hearing 
procedures, see part 213 of this chapter. 

(e) Notification of withholding. If the 
Administrator makes a finding of non-
compliance with respect to a matter 
under paragraph (a) of this section, the 
State agency is notified that further 
payments will not be made to the State 
(or, in his discretion, that payments 
will be limited to categories under or 
parts of the plan not affected by such 
failure), until the Administrator is sat-
isfied that there will no longer be any 
such failure to comply. Until he is so 
satisfied, no further payments will be 
made to the State (or will be limited to 
categories under or parts of the plan 
not affected by such failure). 

(f) Notification of reduction in the rate 
of Federal financial participation. If the 
Administrator makes a finding of non-
compliance with respect to a matter 
under paragraph (b) of this section, the 
State agency is notified that further 
payments will be made to the State at 
the rate of 50 per centum of the costs of 
services and training, until the Admin-
istrator is satisfied that there will no 
longer be any failure to comply. 

[35 FR 12180, July 29, 1970, as amended at 39 
FR 34542, Sept. 26, 1974; 53 FR 36579, Sept. 21, 
1988] 

§ 201.7 Judicial review. 
Any State dissatisfied with a final 

determination of the Secretary pursu-
ant to § 201.4 or § 201.6(a) may, within 60 
days after it has been notified of such 
determination, file with the U.S. Court 
of Appeals for the circuit in which such 
State is located a petition for review of 
such determination. After a copy of the 
petition is transmitted by the clerk of 
the court to the Secretary, the Sec-
retary thereupon shall file in the court 
the record of proceedings upon which 
such determination was based as pro-
vided in section 2112 of title 28, United 
States Code. The court is bound by the 
Secretary’s findings of fact, if sup-
ported by substantial evidence. The 
court has jurisdiction to affirm the 
Secretary’s decision, or set it aside in 
whole or in part, or, for good cause, to 
remand the case for additional evi-
dence. If the case is remanded, the Sec-
retary may thereupon make new or 
modified findings of fact, and may 
modify his previous determination. The 
Secretary shall certify to the court the 
transcript and record of the further 
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proceedings. The judgment of the court 
is subject to review by the Supreme 
Court of the United States upon certio-
rari or certification as provided in 28 
U.S.C. 1254. 

Subpart B—Review and Audits 
§ 201.10 Review of State and local ad-

ministration. 
(a) In order to provide a basis for de-

termining that State agencies are ad-
hering to Federal requirements and to 
the substantive legal and administra-
tive provisions of their approved plans, 
the Administration conducts a review 
of State and local public assistance ad-
ministration. This review includes 
analysis of procedures and policies of 
State and local agencies and examina-
tion of case records of individual re-
cipients. 

(b) Each State agency is required to 
carry out a continuing quality control 
program primarily covering determina-
tion of eligibility in statistically se-
lected samples of individual cases. The 
Service conducts a continuing observa-
tion of these State systems. 

(c) Adherence to other Federal re-
quirements set forth in the pertinent 
titles of the Act and the regulations in 
this title is evaluated through review 
of selected case records and aspects of 
agency operations. 

[35 FR 12180, July 29, 1970, as amended at 53 
FR 36579, Sept. 21, 1988] 

§ 201.11 Personnel merit system re-
view. 

A personnel merit system review is 
carried out by the Office of State Merit 
Systems of the Office of the Assistant 
Secretary for Administration of the 
Department. The purpose of the review 
is to evaluate the effectiveness of the 
State merit system relating to the pub-
lic assistance programs and to deter-
mine whether there is compliance with 
Federal requirements in the adminis-
tration of the merit system plan. See 
part 70 of this title. 

§ 201.12 Public assistance audits. 
(a) Annually, or at such frequencies 

as are considered necessary and appro-
priate, the operations of the State 
agency are audited by representatives 
of the Audit Agency of the Depart-

ment. Such audits are made to deter-
mine whether the State agency is being 
operated in a manner that: 

(1) Encourages prudent use of pro-
gram funds, and 

(2) Provides a reasonable degree of 
assurance that funds are being properly 
expended, and for the purposes for 
which appropriated and provided for 
under the related Act and State plan, 
including State laws and regulations. 

(b) Reports of these audits are re-
leased by the Audit Agency simulta-
neously to program officials of the De-
partment, and to the cognizant State 
officials. These audit reports relate the 
opinion of the Audit Agency on the 
practices reviewed and the allowability 
of costs audited at the State agency. 
Final determinations as to actions re-
quired on all matters reported are 
made by cognizant officials of the De-
partment. 

§ 201.13 Action on audit and review 
findings. 

(a) If the audit results in no excep-
tions, the State agency is advised by 
letter of this result. The general course 
for the disposition of proposed excep-
tions resulting from audits involves 
the submittal of details of these excep-
tions to the State agency which then 
has an opportunity to concur in the 
proposed exceptions or to assemble and 
submit additional facts for purposes of 
clearance. Provision is made for the 
State agency to appeal proposed audit 
exceptions in which it has not con-
curred and which have not been deleted 
on the basis of clearance material. 
After consideration of a State agency’s 
appeal by the Administrator, the Ad-
ministration advises the State agency 
of any expenditures in which the Fed-
eral Government may not participate 
and requests it to include the amount 
as adjustments in a subsequent state-
ment of expenditures. Expenditures in 
which it is found the Federal Govern-
ment may not participate and which 
are not properly adjusted through the 
State’s claim will be deducted from 
subsequent grants made to the State 
agency. 

(b) If the Federal or State reviews re-
veal serious problems with respect to 
compliance with any Federal require-
ment, the State agency is required to 
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correct its practice so that there will 
be no recurrence of the problem in the 
future. 

[35 FR 12180, July 29, 1970, as amended at 53 
FR 36579, Sept. 21, 1988] 

§ 201.14 Reconsideration under section 
1116(d) of the Act. 

(a) Applicability. This section applies 
to any disallowance of any item or 
class of items for which FFP is claimed 
under title I, IV, X, XIV, XVI(AABD), 
or XX of the Act, with respect to which 
reconsideration was requested prior to 
March 6, 1978, unless the State by filing 
a written notice to that effect with the 
Executive Secretary, Departmental 
Grant Appeals Board (with proof of 
service on the head of the constituent 
agency), within 30 days after mailing of 
the confirmation of the disallowance 
by the agency head, elects to have the 
reconsideration governed by 45 CFR 
part 16. 

(1) Reduction of the Federal share of 
assistance payments under title IV-A, 
for failure to certify WIN registrants 
(section 402(e) of the Act); 

(2) Reduction by one per centum of 
the quarterly amount payable to a 
State for all expenditures under title 
IV-A for failure, in certain cases, to 
carry out the provisions of section 
402(a)(15) of the Act which require the 
offering of and arrangement for the 
provision of family planning services 
(section 402(f) of the Act); 

(3)–(5) [Reserved] 
(6) Any other decision pursuant to 

sections 3, 403, 422, 455, 1003, 1403, 1603, 
or 2003, of the Act. 

(b) Notice of disallowance determina-
tion. (1) When the Regional Adminis-
trator, determines that a State claim 
for FFP in expenditures for a par-
ticular item or class of items is not al-
lowable, he shall promptly issue a dis-
allowance letter to the State. 

(2) This disallowance letter shall in-
clude where appropriate: 

(i) The date or dates on which the 
State’s claim for FFP was made; 

(ii) The time period during which the 
expenditures in question were made or 
claimed to have been made; 

(iii) The date and amount of any pay-
ment or notice of deferral; 

(iv) A statement of the amount of 
FFP claimed, allowed, and disallowed 

and the manner in which these 
amounts were calculated; 

(v) Findings of fact on which the dis-
allowance determination is based or a 
reference to other documents pre-
viously or contemporaneously fur-
nished to the State (such as a report of 
a financial review or audit) which con-
tain the findings of fact on which the 
disallowance determination is based; 

(vi) Pertinent citations to the law, 
regulations, guides and instructions 
supporting the action taken; and 

(vii) Notice of the State’s right to re-
quest reconsideration of the disallow-
ance under this section and the time 
within such request must be made. 

(c) Request for reconsideration. (1) To 
obtain reconsideration of a disallow-
ance of an item or class of items for 
FFP, a State shall, within 30 days of 
the date of the disallowance letter, re-
quest reconsideration by the Adminis-
trator, with copy to the Regional Ad-
ministrator, and enclose a copy of the 
disallowance letter. 

(2) The request for reconsideration 
must be accompanied by a brief state-
ment of the issues in dispute, including 
an explanation of the State’s position 
with respect to each issue. 

(d) Reconsideration procedures. (1) The 
Administrator will promptly acknowl-
edge receipt of a State’s request for re-
consideration. 

(2) Upon receipt of a copy of the re-
quest for reconsideration, the Regional 
Administrator, shall, within 30 days of 
the request, provide to the Adminis-
trator a complete record of all mate-
rial which he believes to have a bearing 
on the reconsideration, including any 
reports of audit or review which were 
the basis for his decision. 

(3) The Administrator shall promptly 
forward to the State a list of all items 
currently in the record, including those 
received from the Regional Adminis-
trator, or with respect to the medical 
assistance program under title XIX, 
Regional Medicaid Director and make 
available for examination, inspection 
and copying any such items not pre-
viously received by the State. 

(4) Within 60 days from the date of 
the Administrator’s transmittal to the 
State under paragraph (d)(3) of this 
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section, the State shall submit in writ-
ing to the Administrator any new rel-
evant evidence, documentation, or ar-
gument and shall simultaneously sub-
mit a copy thereof to the Regional Ad-
ministrator, or with respect to the 
medical assistance program under title 
XIX, Regional Medicaid Director. 

(5) The Regional Administrator, or 
with respect to the medical assistance 
program under title XIX, Regional 
Medicaid Director shall, within 60 days 
of submittal by the State, submit to 
the Administrator (with a copy to the 
State) an analysis of the issues rel-
evant to the disallowance including: 

(i) A restatement of the findings on 
which the disallowance was based; 

(ii) A response to each issue raised by 
the State with respect to such findings; 

(iii) A response to any other issues 
raised by the State, providing addi-
tional documentation when necessary; 
and 

(iv) Any additional documentation 
which he deems relevant. 

(6) The State may respond to the ma-
terial submitted by the Regional Ad-
ministrator, or with respect to the 
medical assistance program under title 
XIX, Regional Medicaid Director by 
submitting to the Administrator with-
in 15 days any supplemental material 
the State wishes to have entered into 
the record. 

(7) At the time of submitting any ad-
ditional material pursuant to para-
graph (d)(4), the State may obtain, 
upon request to him, a conference with 
the Administrator, during which it 
may discuss with the Administrator its 
position on the issues. The State may, 
at its own expense, have such con-
ference transcribed; the transcript 
shall become part of the administra-
tive record. 

(8) In reconsidering the disallowance, 
the Administrator may request any ad-
ditional information or documents nec-
essary to his decision. 

(9) New relevant evidence received 
into the record by the Administrator 
pursuant to paragraph (d)(8) of this sec-
tion which is not received from, or pre-
viously otherwise made available to, 
the State shall promptly be made 
available to the State for examination, 
inspection, and copying and the State 

will be given appropriate additional 
time for comment. 

(10) All documents, reports, cor-
respondence, and other materials con-
sidered by the Administrator in reach-
ing his decision shall constitute the 
record of the reconsideration pro-
ceedings. 

(11) After consideration of such 
record and the laws and regulations 
pertinent to the issues in question, the 
Administrator shall issue a written de-
cision, based on the administrative 
record, which summarizes the facts and 
cites the regulations or statutes that 
support the decision. The decision shall 
constitute final administrative action 
on the matter and shall be promptly 
mailed to the head of the State agency. 

(12) Either the state or the Regional 
Administrator, or with respect to the 
medical assistance program under title 
XIX, Regional Medicaid Director may 
request from the Administrator, for 
good cause, an extension of any of the 
time limits specified in this section. 

(13) No section of this regulation 
shall be interpreted as waiving the De-
partment’s right to assert any provi-
sion or exemption in the Freedom of 
Information Act. 

(e) Implementation of the decision. If 
the decision requires an adjustment in 
the Federal share, either upward or 
downward, this will be reflected in sub-
sequent grant awards. 

(f) For purposes of this section, the 
Administrator includes the Deputy Ad-
ministrator, except that whichever of-
ficial conducts the conference re-
quested pursuant to paragraph (d)(7) of 
this section will also issue the final ad-
ministrative decision pursuant to para-
graph (d)(11) of this section. 

APPENDIX—RECONSIDERATION OF DIS-
ALLOWANCES UNDER SECTION 1116 (D) 
OF THE SOCIAL SECURITY ACT 

TRANSFER OF FUNCTIONS 

Under the authority of Reorganiza-
tion Plan No. 1 of 1953, and pursuant to 
the authorities vested in me as Sec-
retary of Health amd Human Services, 
I hereby order that, with respect to re-
considerations of disallowances im-
posed under titles I, IV, VI, X, XIV, 
XVI (AABD), XIX and XX of the Social 
Security Act, 42 U.S.C. 301 et seq., 601 et 
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seq., 801 et seq., 1201 et seq., 1351 et seq., 
1381 et seq. (AABD), 1396 et seq. and 1397 
et seq., all references to ‘‘Adminis-
trator’’ appearing in 45 CFR 201.14 shall 
be deemed to read ‘‘Chairman, Depart-
mental Grant Appeals Board’’ and all 
references to ‘‘Deputy Administrator’’ 
appearing therein shall be deemed to 
refer to one or more members of the 
Departmental Grant Appeals Board, 
designated by the Chairman to decide a 
reconsideration. States which have pre-
viously had or requested a conference 
pursuant to 45 CFR 201.14(d)(7) will be 
entitled to a conference with the Chair-
man of the Departmental Grant Ap-
peals Board acting (as provided above) 
as successor to the Administrator of 
the Social and Rehabilitation Service 
(SRS), or with a member or members of 
the Board designated by the Chairman 
to decide the matter, acting as suc-
cessor to the Deputy Administrator of 
SRS. The Chairman may, at his option, 
utilize a Grant Appeals Panel, des-
ignated pursuant to 45 CFR 516.4(b), to 
decide the matter, and may supplement 
the § 201.14 procedures by utilizing the 
procedures of 45 CFR part 16 including 
the authority provided in 45 CFR 16.51 
to waive or modify any procedural pro-
vision upon a determination that no 
party will be prejudiced and that the 
ends of justice will be served. 

[40 FR 34592, Aug. 18, 1975; 40 FR 44326, Sept. 
26, 1975, as amended at 41 FR 42205, Sept. 27, 
1976; 42 FR 43977, Sept. 1, 1977; 42 FR 51583, 
Sept. 29, 1977; 43 FR 9266, Mar. 6, 1978; 51 FR 
9202, Mar. 18, 1986; 53 FR 36579, Sept. 21, 1988] 

§ 201.15 Deferral of claims for Federal 
financial participation. 

(a) Scope. Except as otherwise pro-
vided, this section applies to all claims 
for Federal financial participation sub-
mitted by States pursuant to titles I, 
IV, X, XIV, XVI (AABD), of the Social 
Security Act. 

(b) Definitions. (1) Deferral Action 
means the process of suspending pay-
ment with respect to a claim within 
the scope of paragraph (a) of this sec-
tion, pending the receipt and analysis 
of further information relating to the 
allowability of the claim, under the 
procedures specified in this section. 

(2) Deferred claim means a claim with-
in the scope of paragraph (a) of this 

section upon which a deferral action 
has been taken. 

(c) Procedures. (1) A claim or any por-
tion of a claim for reimbursement for 
expenditures reported on the Quarterly 
Statement of Expenditures shall be de-
ferred only when the Regional Admin-
istrator believes the claim or a specific 
portion of the claim is of questionable 
allowability. The deferral action will 
be taken within 60 days after receipt of 
a Quarterly Statement of Expenditures 
prepared in accordance with instruc-
tions issued by the Administration. 

(2) When deferral action is taken on a 
claim, the Regional Administrator or 
the Administrator will within 15 days 
send written notice to the State identi-
fying the type and amount of the claim 
and the reason for deferral. In the writ-
ten notice of the deferral action, the 
Regional Administrator or the Admin-
istrator will request the State to make 
available for inspection all documents 
and materials which the Regional of-
fice then believes necessary to deter-
mine the allowability of the claim. 

(3) Within 60 days of receipt of the 
notice of deferral action described in 
paragraph (c)(2) of this section the 
State shall make available to the Re-
gional office, in readily reviewable 
form, all requested documents and ma-
terials, or when necessary, shall iden-
tify those documents and items of in-
formation which are not available. If 
the State requires additional time to 
make the documents and material 
available, it shall upon request be 
given an additional 60 days. 

(4) The Regional office will normally 
initiate the review within 30 days of 
the date that materials become avail-
able for review. 

(5) If the Regional Administrator 
finds that the documents and materials 
are not in readily reviewable form or 
that supplemental information is re-
quired, he will promptly notify the 
State. The State will have 15 days from 
the date of notification to complete 
the action requested. If the Regional 
Commissioner or the Administrator 
finds that the documents necessary to 
determine the allowability of the claim 
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are not made available within the al-
lowed time limits, or that the docu-
ments are not made available in read-
ily reviewable form, he shall promptly 
disallow the claim. 

(6) The Regional Administrator or 
the Administrator will have 90 days 
after all documentation is available in 
readily reviewable form to determine 
the allowability of the deferred claim. 
If he is unable to complete the review 
within the time period the claim will 
be paid subject to a later determina-
tion of allowability. 

(7) It is the responsibility of the 
State agency to establish the allow-
ability of a deferred claim. 

(8) The Regional Office or the Admin-
istrator will notify the State in writing 
of the decision on the allowability of 
the deferred claim. 

(9) If a deferred claim is disallowed, 
the Regional Administrator or the Ad-
ministrator shall advise the State of 
its right to reconsideration pursuant to 
§ 201.14. 

(10) A decision to pay a deferred 
claim shall not preclude a subsequent 
disallowance as a result of an audit ex-
ception or financial management re-
view. If a subsequent disallowance 
should occur, the State, upon request 
shall be granted reconsideration pursu-
ant to § 201.14. 

[41 FR 7104, Feb. 17, 1976, as amended at 42 
FR 51583, Sept. 29, 1977; 47 FR 7669, Feb. 22, 
1982; 53 FR 36579, Sept. 21, 1988] 

§ 201.66 Repayment of Federal funds 
by installments. 

(a) Basic Conditions. When a State has 
been reimbursed Federal funds for ex-
penditures claimed under titles I, IV-A, 
X, XIV, XVI (AABD) which are later 
determined to be unallowable for Fed-
eral financial participation, the State 
may make repayment of such Federal 
funds in installments provided: 

(1) The amount of the repayment ex-
ceeds 21⁄2 percent of the estimated an-
nual State share for the program in 
which the unallowable expenditure oc-
curred as set forth in paragraph (b) of 
this section; and 

(2) The State has notified the Re-
gional Administrator in writing of its 
intent to make installment repay-
ments. Such notice must be given prior 

to the time repayment of the total was 
otherwise due. 

(b) Criteria governing installment re-
payments. (1) The number of quarters 
over which the repayment of the total 
unallowable expenditures will be made 
will be determined by the percentage 
the total of such repayment is of the 
estimated State share of the annual ex-
penditures for the specific program 
against which the recovery is made, as 
follows: 

Total repayment amount as percentage of State 
share of annual expenditures for the specific 

program 

Number of 
quarters to 
make re-
payment 

2.5 pct. or less ..................................................... 1 
Greater than 2.5, but not greater than 5 ............. 2 
Greater than 5, but not greater than 7.5 ............. 3 
Greater than 7.5, but not greater than 10 ........... 4 
Greater than 10, but not greater than 15 ............ 5 
Greater than 15, but not greater than 20 ............ 6 
Greater than 20 but not greater than 25 ............. 7 
Greater than 25, but not greater than 30 ............ 8 
Greater than 30, but not greater than 47.5 ......... 9 
Greater than 47.5, but not greater than 65 ......... 10 
Greater than 65, but not greater than 82.5 ......... 11 
Greater than 82.5, but not greater than 100 ....... 12 

The quarterly repayment amounts for 
each of the quarters in the repayment 
schedule shall not be less than the fol-
lowing percentages of the estimated 
State share of the annual expenditures 
for the program against which the re-
covery is made. 

For each of the following quarters 

Repay-
ment in-
stallment 

may not be 
less than 
these per-
centages 

1 to 4 ................................................................... 2.5 
5 to 8 ................................................................... 5.0 
9 to 12 ................................................................. 17.5 

If the State chooses to repay amounts 
representing higher percentages during 
the early quarters, any corresponding 
reduction in required minimum per-
centages would be applied first to the 
last scheduled payment, then to the 
next to the last payment, and so forth 
as necessary. 

(2) The latest State Agency State-
ment of Financial Plan for AFDC sub-
mitted by the State shall be used to es-
timate the State’s share of annual ex-
penditures for the specific program in 
which the unallowable expenditures oc-
curred. That estimated share shall be 
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the sum of the State’s share of the esti-
mates (as shown on the latest State 
Agency Statement of Financial Plan 
for AFDC) for four quarters, beginning 
with the quarter in which the first in-
stallment is to be paid. 

(3) In the case of a program termi-
nated by law or by the State, the ac-
tual State share—rather than the esti-
mate—shall be used for determining 
whether the amount of the repayment 
exceeds 21⁄2% of the annual State share 
for the program. The annual State 
share in these cases will be determined 
using payments computable for Federal 
funding as reported for the program by 
the State on its Quarterly Statement 
of Expenditures reports submitted for 
the last four quarters preceding the 
date on which the program was termi-
nated. 

(4) Repayment shall be accomplished 
through adjustment in the quarterly 
grants over the period covered by the 
repayment schedule. 

(5) The amount of the repayment for 
purpose of paragraphs (a) and (b) of 
this section may not include any 
amount previously approved for in-
stallment repayment. 

(6) The repayment schedule may be 
extended beyond 12 quarterly install-
ments if the total repayment amount 
exceeds 100% of the estimated State 
share of annual expenditures. In these 
circumstances, the criteria in para-
graphs (b) (1) and (2) or (3) of this sec-
tion, as appropriate, shall be followed 
for repayment of the amount equal to 
100% of the annual State share. The re-
maining amount of the repayment 
shall be in quarterly amounts not less 
than those for the 9th through 12th 
quarters. 

(7) The amount of a retroactive claim 
to be paid a State will be offset against 
any amounts to be, or already being, 
repaid by the State in installments, 
under the same title of the Social Se-
curity Act. Under this provision the 
State may choose to: 

(i) Suspend payments until the retro-
active claim due the State has, in fact, 
been offset; or 

(ii) Continue payments until the re-
duced amount of its debt (remaining 
after the offset), has been paid in full. 
This second option would result in a 
shorter payment period. A retroactive 

claim for the purpose of this regulation 
is a claim applicable to any period end-
ing 12 months or more prior to the be-
ginning of the quarter in which the 
payment is to be made by the Adminis-
tration. 

[42 FR 28884, June 6, 1977, as amended at 47 
FR 7669, Feb. 22, 1982; 52 FR 273, Jan. 5, 1987; 
53 FR 36579, Sept. 21, 1988] 

§ 201.67 Treatment of uncashed or can-
celled checks. 

(a) Purpose. This section provides the 
rules to ensure that States refund the 
Federal portion of uncashed or can-
celled (voided) checks under titles I, 
IV-A, X, XIV, and XVI (AABD). 

(b) Definitions. As used in this sec-
tion—Check means a check or warrant 
that the State or local agency uses to 
make a payment. 

Cancelled (voided) check means a 
check issued by the State agency or 
local agency which prior to its being 
cashed is cancelled (voided) by State or 
local agency action, thus preventing 
disbursement of funds. 

Uncashed check means a check issued 
by the State agency or local agency 
which has not been cashed by the 
payee. 

(c) Refund of Federal financial partici-
pation (FFP) for uncashed checks—(1) 
General provisions. If a check remains 
uncashed beyond a period of 180 days 
from the date it was issued, i.e., the 
date of the check, it will no longer be 
regarded as an amount expended be-
cause no funds have actually been dis-
bursed. If the State agency has claimed 
and received FFP for the amount of the 
uncashed check, it must refund the 
amount of FFP received. 

(2) Report of refund. At the end of 
each calendar quarter, the State agen-
cy must identify those checks which 
remain uncashed beyond a period of 180 
days after issuance. The State agency 
must report on the Quarterly State-
ment of Expenditures for that quarter 
all FFP that it received for uncashed 
checks. Once reported on the Quarterly 
Statement of Expenditures for a quar-
ter, an uncashed check is not to be re-
ported on a subsequent Quarterly 
Statement of Expenditures. If an un-
cashed check is cashed after the refund 
is made, the State agency may submit 
a new claim for FFP. 
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(d) Refund of FFP for cancelled (void-
ed) checks—(1) General provisions. If the 
State agency has claimed and received 
FFP for the amount of a cancelled 
(voided) check, it must refund the 
amount of FFP received. 

(2) Report of refund. At the end of 
each calendar quarter, the State agen-
cy must identify those checks which 
were cancelled (voided). The State 
agency must report on the Quarterly 
Statement of Expenditures for that 
quarter all FFP received by the State 
agency for these checks. Once reported 
on the Quarterly Statement of Expend-
itures for a quarter, a cancelled (void-
ed) check is not to be reported on a 
subsequent Quarterly Statement of Ex-
penditures. 

[50 FR 37661, Sept. 17, 1985] 

§ 201.70 Treatment of replacement 
checks. 

(a) Purpose. This section provides the 
rules to ensure States do not claim 
Federal financial participation (FFP) 
for replacement checks under titles I, 
VI-A, X, XIV, XVI (AABD) except 
under the circumstances specified in 
paragraph (c) of this section. 

(b) Definitions. As used in this sec-
tion— 

Check means a check or warrant that 
the State or local agency uses to make 
a payment. 

Replacement check means a check 
issued by the State or local agency to 
replace an earlier check. 

(c) Claiming of FFP for replacement 
checks. The State agency may not 
claim FFP for the amount of a replace-
ment check unless: 

(1) It makes no claim for FFP for the 
earlier check; 

(2) The earlier check has been can-
celled (voided) and FFP refunded, 
where claimed, pursuant to 45 CFR 
201.67(d); or 

(3) The earlier check has been cashed 
and FFP has been refunded. 

The State agency shall report the 
amount of the refund of FFP for the 
earlier check on the Quarterly State-
ment of Expenditures for the quarter 
no later than the quarter in which the 
replacement check is issued. 

[53 FR 24269, June 28, 1988] 

PART 204—GENERAL ADMINISTRA-
TION—STATE PLANS AND GRANT 
APPEALS 

Sec. 
204.1 Submittal of State plans for Gov-

ernor’s review. 
204.2 State plans—format. 
204.3 Responsibilities of the State. 
204.4 Grant appeals. 

AUTHORITY: 42 U.S.C. 602(a)(44) and 1302 and 
sections 1, 5, 6, and 7 of Reorganization Plan 
No. 1 of 1953, 67 Stat. 631. 

§ 204.1 Submittal of State plans for 
Governor’s review. 

A State plan under title I, IV-A, IV- 
B, X, XIV, XVI(AABD) of the Social Se-
curity Act, section 101 of the Rehabili-
tation Act of 1973, or title I of the Men-
tal Retardation Facilities and Commu-
nity Mental Health Centers Construc-
tion Act, must be submitted to the 
State Governor for his review and com-
ments, and the State plan must provide 
that the Governor will be given oppor-
tunity to review State plan amend-
ments and long-range program plan-
ning projections or other periodic re-
ports thereon. This requirement does 
not apply to periodic statistical or 
budget and other fiscal reports. Under 
this requirement, the Office of the Gov-
ernor will be afforded a specified period 
in which to review the material. Any 
comments made will be transmitted to 
the Family Support Administration 
with the documents. 

(Sec. 1102, 49 Stat. 647 (42 U.S.C. 1302)) 

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

§ 204.2 State plans—format. 

State plans for Federally-assisted 
programs for which the Family Sup-
port Administration has responsibility 
must be submitted to the Administra-
tion in the format and containing the 
information prescribed by the Adminis-
tration, and within time limits set in 
implementing instructions issued by 
the Administration. Such time limits 
will be adequate for proper preparation 
of plans and submittal in accordance 
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