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Peer relationships mean relationships 
involving mutual support and assist-
ance among individuals with signifi-
cant disabilities who are actively pur-
suing IL goals. 

Peer role models means individuals 
with significant disabilities whose 
achievements can serve as a positive 
example for other individuals with sig-
nificant disabilities. 

Personal assistance services means a 
range of IL services, provided by one or 
more persons, designed to assist an in-
dividual with a significant disability to 
perform daily living activities on or off 
the job that the individual would typi-
cally perform if the individual did not 
have a disability. These IL services 
must be designed to increase the indi-
vidual’s control in life and ability to 
perform everyday activities on or off 
the job. 

(Authority: 29 U.S.C. 706(11)) 

Service provider means— 
(1) A designated State unit (DSU) 

that directly provides IL services to in-
dividuals with significant disabilities; 

(2) A center that receives financial 
assistance under part B or C of chapter 
1 of title VII of the Act; or 

(3) Any other entity or individual 
that meets the requirements of 
§ 364.43(e) and provides IL services 
under a grant or contract from the 
DSU pursuant to § 364.43(b). 

(Authority: 29 U.S.C. 711(c) and 796(e)) 

Significant disability means a severe 
physical, mental, cognitive, or sensory 
impairment that substantially limits 
an individual’s ability to function inde-
pendently in the family or community 
or to obtain, maintain, or advance in 
employment. 

State means, except for sections 
711(a)(2)(A) and 721(c)(2)(A) and where 
otherwise specified in the Act, in addi-
tion to each of the several States of the 
United States, the District of Colum-
bia, the Commonwealth of Puerto Rico, 
the United States Virgin Islands, 
Guam, American Samoa, the Common-
wealth of the Northern Mariana Is-
lands, and the Republic of Palau (until 
the Compact of Free Association with 
Palau takes effect). 

(Authority: 29 U.S.C. 706(16)) 

State plan means the State IL plan 
required under section 704 of title VII 
of the Act. 

Transportation means travel and re-
lated expenses that are necessary to 
enable an individual with a significant 
disability to benefit from another IL 
service and travel and related expenses 
for an attendant or aide if the services 
of that attendant or aide are necessary 
to enable an individual with a signifi-
cant disability to benefit from that IL 
service. 

(Authority: 29 U.S.C. 706(30)(B)(xi) and 711(c)) 

Unserved and underserved groups or 
populations, with respect to groups or 
populations of individuals with signifi-
cant disabilities in a State, include, 
but are not limited to, groups or popu-
lations of individuals with significant 
disabilities who— 

(1) Have cognitive and sensory im-
pairments; 

(2) Are members of racial and ethnic 
minority groups; 

(3) Live in rural areas; or 
(4) Have been identified by the eligi-

ble agency as unserved or underserved 
within a center’s project area. 

(Authority: 29 U.S.C. 706, 711(c), and 796f– 
796f–5) 

§ 364.5 What is program income and 
how may it be used? 

(a) Definition. Program income means 
gross income received by a grantee 
under title VII of the Act that is di-
rectly generated by an activity sup-
ported under 34 CFR part 365, 366, or 
367. 

(b) Sources. Sources of program in-
come include, but are not limited to, 
payments received from workers’ com-
pensation funds or fees for services to 
defray part or all of the costs of serv-
ices provided to particular consumers. 

(c) Use of program income. (1) Program 
income, whenever earned, must be used 
for the provision of IL services or the 
administration of the State plan, as ap-
propriate. 

(2) A service provider is authorized to 
treat program income as— 

(i) A deduction from total allowable 
costs charged to a Federal grant, in ac-
cordance with 34 CFR 80.25(g)(1); or 
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(ii) An addition to the grant funds to 
be used for additional allowable pro-
gram expenditures, in accordance with 
34 CFR 80.25(g)(2). 

(3) Program income may not be used 
to meet the non-Federal share require-
ment under 34 CFR 365.12(b). 

(Authority: 29 U.S.C. 711(c); 34 CFR 80.25) 

§ 364.6 What requirements apply to the 
obligation of Federal funds and pro-
gram 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 34 CFR part 365, 366, 
or 367 that are not obligated or ex-
pended by the DSU or center prior to 
the beginning of the succeeding fiscal 
year, and any program income received 
during a fiscal year that is not obli-
gated or expended by the DSU or cen-
ter prior to the beginning of the suc-
ceeding fiscal year in which the pro-
gram income was received, remain 
available for obligation and expendi-
ture by the DSU or center during that 
succeeding fiscal year. 

(b) Federal funds appropriated for a 
fiscal year under part B of chapter 1 
and under chapter 2 of title VII of the 
Act remain available for obligation in 
the succeeding fiscal year only to the 
extent that the DSU complied with any 
matching requirement by obligating, in 
accordance with 34 CFR 76.707, the non- 
Federal share in the fiscal year for 
which the funds were appropriated. 

(Authority: 29 U.S.C. 718) 

Subpart B—What Are the 
Application Requirements? 

§ 364.10 What are the application re-
quirements? 

To receive a grant from a State’s al-
lotment of funds under parts B and C of 
chapter 1 of title VII of the Act and 34 
CFR parts 365 and 366, a State shall 
submit to the Secretary, and obtain ap-
proval of, a three-year State plan 
meeting the requirements in subpart C 
of this part. 

(Approved by the Office of Management and 
Budget under control number 1820–0527) 

(Authority: 29 U.S.C. 796c(a)(1)) 

§ 364.11 When must the State plan be 
submitted for approval? 

The designated State unit (DSU) 
shall submit to the Secretary for ap-
proval the three-year State plan no 
later than July 1 of the year preceding 
the first fiscal year of the three-year 
period for which the State plan is sub-
mitted. 

(Approved by the Office of Management and 
Budget under control number 1820–0527) 

(Authority: 29 U.S.C. 796c(a)(4)) 

§ 364.12 How does the Secretary ap-
prove State plans? 

(a) General. The Secretary approves a 
State plan that the Secretary deter-
mines meets the requirements of sec-
tion 704 of the Act and subparts B 
through D of this part and disapproves 
a plan that does not meet these re-
quirements. 

(b) Informal resolution. If the Sec-
retary intends to disapprove the State 
plan, the Secretary attempts to resolve 
disputed issues informally with State 
officials. 

(c) Notice of formal hearing. If, after 
reasonable effort has been made to re-
solve the dispute informally, no resolu-
tion has been reached, the Secretary 
provides written notice to the DSU and 
the SILC of the intention to disapprove 
the State plan and of the opportunity 
for a hearing. 

(d) Hearing. (1) If the DSU requests a 
hearing, the Secretary designates one 
or more individuals, either from the 
Department or elsewhere, not respon-
sible for or connected with the Depart-
ment’s administration of the programs 
authorized by title VII of the Act, to 
conduct a hearing. 

(2) If more than one individual is des-
ignated, the Secretary designates one 
of those individuals as the Chief Hear-
ing Official of the Hearing Panel. If one 
individual is designated, that indi-
vidual is the Hearing Official. 

(e) Judicial review. A State may ap-
peal the Secretary’s decision to dis-
approve its State plan by filing a peti-
tion for review with the U.S. Court of 
Appeals for the circuit in which the 
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