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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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