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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 Sec-
retary reduces the amount otherwise 
payable to a State for a fiscal year by 
the amount by which the total expendi-
tures from non-Federal sources under 
the State plan for the previous fiscal 
year were less than the total of those 
expenditures for the fiscal 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 
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 
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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 Sec-
retary may waive or modify the main-
tenance of effort requirement in para-
graph (a)(1) of this section if the Sec-
retary determines that a waiver or 
modification is necessary to permit the 
State to respond to exceptional or un-
controllable circumstances, such as a 
major natural disaster or a serious eco-
nomic downturn, 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] 

§ 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 
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