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agency may make payment for meals
served in accordance with provisions of
the Program in the calendar month
preceding the calendar month in which
the agreement is executed.

(b) Each child care institution shall
report each month to the State agency
the total number of meals, by type
(breakfasts, lunches, suppers, and sup-
plements), served to children, except
that such reports shall be made for a
proprietary title XX center only for
calendar months during which not less
than 25 percent of enrolled children, or
25 percent of licensed capacity, which-
ever is less, were title XX beneficiaries.
Each adult day care institution shall
report each month to the State agency
the total number of meals, by type
(breakfasts, lunches, suppers, and sup-
plements), served to adult participants,
except that such reports shall be made
for a proprietary title XIX or title XX
center only for calendar months during
which no less than 25 percent of en-
rolled adult participants were title XIX
or title XX beneficiaries.

(c) Each State agency shall base re-
imbursement to each child care insti-
tution on the number of meals, by
type, served to children multiplied by
the assigned rates of reimbursement,
except that reimbursement shall be
payable to proprietary title XX child
care centers only for calendar months
during which not less than 25 percent
of enrolled children, or 25 percent of li-
censed capacity, whichever is less, were
title XX beneficiaries. Each State
agency shall base reimbursement to
each adult day care institution on the
number of meals, by type, served to
adult participants multiplied by the as-
signed rates of reimbursement, except
that reimbursement shall be payable to
proprietary title XIX and title XX
adult day care centers only for cal-
endar months during which not less
than 25 percent of enrolled adult par-
ticipants were title XIX or Title XX
beneficiaries. In computing reimburse-
ment, the State agency shall either:

(1) Base reimbursement to institu-
tions on actual daily counts of meals
served, and multiply the number of
meals, by type, served to participants
eligible to receive free meals, served to
participants eligible to receive re-
duced-price meals, and served to par-

ticipants from families not meeting
such standards by the applicable na-
tional average payment rate; or

(2) Apply the applicable claiming per-
centage or percentages to the total
number of meals, by type, served to
participants and multiply the product
or products by the assigned rate of re-
imbursement for each meal type; or

(3) Multiply the assigned blended per
meal rate of reimbursement by the
total number of meals, by type, served
to participants.

(d) If the State agency elects to reim-
burse its institutions according to the
lesser of rates or actual costs, total
Program payments to an institution
during any fiscal year, including any
cash payments in lieu of commodities,
shall not exceed allowable Program op-
erating and administrative costs, less
income to the Program. The State
agency may limit payments for admin-
istrative costs to the amount approved
in the annual administrative budget of
the institution. The State agency may
prohibit an institution from using pay-
ments for operating costs to pay for ad-
ministrative expenses.

(e) Each institution shall maintain
records as prescribed by the State
agency’s financial management sys-
tem.

[47 FR 36527, Aug. 20, 1982, as amended at 48
FR 21530, May 13, 1983; 52 FR 36907, Oct. 2,
1987; 53 FR 52590, Dec. 28, 1988; 62 FR 23618,
May 1, 1997]

§ 226.12 Administrative payments to
sponsoring organizations for day
care homes.

(a) General. Sponsoring organizations
for day care homes shall receive pay-
ments for administrative costs. During
any fiscal year, administrative costs
payments to a sponsoring organization
may not exceed the lesser of (1) actual
expenditures for the costs of admin-
istering the Program less income to
the Program, or (2) the amount of ad-
ministrative costs approved by the
State agency in the sponsoring organi-
zation’s budget, or (3) the sum of the
products obtained by multiplying each
month the sponsoring organization’s:

(i) Initial 50 day care homes by 42
dollars;

(ii) Next 150 day care homes by 32
dollars;
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(iii) Next 800 day care homes by 25
dollars; and

(iv) Additional day care homes by 22
dollars.
During any fiscal year, administrative
payments to a sponsoring organization
may not exceed 30 percent of the total
amount of administrative payments
and food service payments for day care
home operations.

(b) Start-up and expansion payments.
(1) Prospective sponsoring organiza-
tions of day care homes, participating
sponsoring organizations of child care
centers or outside-school-hours care
centers, independent centers, and par-
ticipating sponsoring organizations of
less than 50 homes which meet the cri-
teria in paragraph (b)(2) of this section
shall be entitled to receive start-up
payments to develop or expand success-
ful Program operations in day care
homes. Participating sponsoring orga-
nizations of day care homes which
meet the criteria in paragraph (b)(2) of
this section shall be entitled to receive
expansion payments to initiate or ex-
pand Program operations in day care
homes in low-income or rural areas.
The State agency shall approve start-
up payments only once for any eligible
sponsoring organization, but may ap-
prove expansion payments for any eli-
gible sponsoring organization more
than once, provided that: the request
must be for expansion into an area(s)
other than that specified in their ini-
tial or prior request; and 12 months has
elapsed since the sponsoring organiza-
tion has satisfied all obligations under
its initial or prior expansion agree-
ment. Eligible sponsoring organiza-
tions which have received start-up pay-
ments shall be eligible to apply for ex-
pansion payments at a date no earlier
than 12 months after it has satisfied all
its obligations under its start-up agree-
ment with the State agency.

(2) Sponsoring organizations which
apply for start-up or expansion pay-
ments shall evidence:

(i) Public or tax-exempt status, or
moving toward compliance with the re-
quirements for IRS tax-exempt status,
in accordance with § 226.15(a);

(ii) An organizational history of man-
aging funds and ongoing activities (i.e.,
administering public or private pro-
grams);

(iii) An acceptable and realistic plan
for recruiting day care homes to par-
ticipate in the Program (such as the
method of contacting providers), which
may be based on estimates of the num-
ber of day care homes to be recruited
and information supporting their exist-
ence, and in the case of sponsoring or-
ganizations applying for expansion
payments, documentation that the day
care homes to be recruited are located
in low-income or rural areas; and

(iv) An acceptable preliminary spon-
soring organization management plan
including, but not limited to, plans for
preoperational visits and training.

(3) The State agency shall deny start-
up and expansion payments to appli-
cant sponsoring organizations which
fail to meet the criteria of paragraph
(b)(2) of this section or which have not
been financially responsible in the op-
eration of other programs funded by
Federal, State, or local governments.
The State agency shall notify the spon-
soring organization of the reasons for
denial and allow the sponsoring organi-
zation full opportunity to submit evi-
dence on appeal as provided for in
§ 226.6(k). Any sponsoring organization
applying for start-up or expansion
funds shall be notified of approval or
disapproval by the State agency in
writing within 30 calendar days of fil-
ing a complete and correct application.
If a sponsoring organization submits an
incomplete application, the State
agency shall notify the sponsoring or-
ganization within 15 calendar days of
receipt of the application and shall
provide technical assistance, if nec-
essary, to the sponsoring organization
for the purpose of completing its appli-
cation.

(4) Sponsoring organizations which
apply for and meet the criteria for
start-up or expansion payments shall
enter into an agreement with the State
agency. The agreement shall specify:

(i) Activities which the sponsoring
organization will undertake to initiate
or expand Program operations in day
care homes;

(ii) The amount of start-up or expan-
sion payments to be issued to the spon-
soring organization, together with an
administrative budget detailing the
costs which the sponsoring organiza-
tion shall incur, document, and claim;
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(iii) The time allotted to the spon-
soring organization for the initiation
or expansion of Program operations in
family day care homes;

(iv) The responsibility of the appli-
cant sponsoring organization to repay,
upon demand by the State agency,
start-up or expansion payments not ex-
pended in accordance with the agree-
ment.

(5) Upon execution of the agreement,
the State agency shall issue a start-up
or expansion payment to the spon-
soring organization in an amount equal
to not less than one, but not more than
two month’s anticipated administra-
tive reimbursement to the sponsoring
organization as determined by the
State agency. However, no sponsoring
organization may receive start-up or
expansion payments for more than 50
day care homes. Eligible sponsoring or-
ganizations with fewer than 50 homes
under their jurisdiction at the time of
application for start-up payments may
receive such payments for up to 50
homes, less the number of homes under
their jurisdiction. Eligible sponsoring
organizations applying for expansion
funds may receive at a maximum such
payments for up to 50 homes at the
currently assigned administrative pay-
ment for the first 50 homes. In deter-
mining the amount of start-up or ex-
pansion payments to be made to a
sponsoring organization, the State
agency shall consider the anticipated
level of start-up or expansion costs to
be incurred by the sponsoring organiza-
tion and alternate sources of funds
available to the sponsoring organiza-
tion.

(6) Upon expiration of the time allot-
ted to the sponsoring organization for
initiating or expanding Program oper-
ations in day care homes, the State
agency shall obtain and review docu-
mentation of activities performed and
costs incurred by the sponsoring orga-
nization under the terms of the start-
up or expansion agreement. If the spon-
soring organization has not made every
reasonable effort to carry out the ac-
tivities specified in the agreement, the
State agency shall demand repayment
of all or part of the payment. The spon-
soring organization may retain start-
up or expansion payments for all day
care homes which initiate Program op-

erations. However, no sponsoring orga-
nization may retain any start-up or ex-
pansion payments in excess of its ac-
tual costs for the expenditures speci-
fied in the agreement.

[47 FR 36527, Aug. 20, 1982; 47 FR 46072, Oct.
15, 1982, as amended at 53 FR 52590, Dec. 28,
1988; 63 FR 9728, Feb. 26, 1998]

§ 226.13 Food service payments to
sponsoring organizations for day
care homes.

(a) Payments shall be made only to
sponsoring organizations operating
under an agreement with the State
agency for the meal types specified in
the agreement served to enrolled non-
resident children and eligible enrolled
children of day care home providers, at
approved day care homes.

(b) Each sponsoring organization
shall report each month to the State
agency the total number of meals, by
type (breakfasts, lunches, suppers, and
supplements) and by category (tier I
and tier II), served to children enrolled
in approved day care homes.

(c) Each sponsoring organization
shall receive payment for meals served
to children enrolled in approved day
care homes at the tier I and tier II re-
imbursement rates, as applicable, and
as established by law and adjusted in
accordance with § 226.4. However, the
rates for lunches and suppers shall be
reduced by the value of commodities
established under § 226.5(b) for all spon-
soring organizations for day care
homes which have elected to receive
commodities. For tier I day care
homes, the full amount of food service
payments shall be disbursed to each
day care home on the basis of the num-
ber of meals served, by type, to en-
rolled children. For tier II day care
homes, the full amount of food service
payments shall be disbursed to each
day care home on the basis of the num-
ber of meals served to enrolled children
by type, and by category (tier I and
tier II) as determined in accordance
with paragraphs (d)(2) and (d)(3) of this
section. However, the sponsoring orga-
nization may withhold from Program
payments to each home an amount
equal to costs incurred for the provi-
sion of Program foodstuffs or meals by
the sponsoring organization on behalf
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