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§ 304.40 Repayment of Federal funds 
by installments. 

(a) Basic conditions. When a State has 
been reimbursed Federal funds for ex-
penditures claimed under title IV–D, 
which is later determined to be unal-
lowable for Federal financial participa-
tion, 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 of expenditures for 
the IV–D program as set forth in para-
graph (b) of this section; and 

(2) The State has notified the OCSE 
Regional Office in writing of its intent 
to make installment repayments. 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 IV–D program as fol-
lows: 

Total repayment amount as percentage of State 
share of annual expenditures for the IV–D pro-

gram 

Number of 
quarters to 
make re-
payment 

2.5 percent 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 estimated State 
share of the annual expenditures for 
the program against which the recov-
ery 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 

For each of the following quarters 

Repay-
ment in-
stallment 

may not be 
less than 
these per-
centages 

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 required financial re-
ports submitted by the State shall be 
used to estimatethe State’s share of 
annual expenditures for the IV–D pro-
gram. That estimated share shall be 
the sum of the State’s share of the esti-
mates for four quarters, beginning with 
the quarter in which the first install-
ment is to be paid. 

(3) In case of termination of the pro-
gram, the actual State share—rather 
than the estimate—shall be used for de-
termining whether the amount of the 
repayment exceeds 21⁄2 percent of the 
annual State share for the IV–D pro-
gram. The annual State share in these 
cases will be determined using pay-
ments computable for Federal funding 
as reported for the program by the 
State on its Quarterly Report of Ex-
penditures and Estimates 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 
paragraphs (b) (1) and (2) or (3) of this 
section, as appropriate, shall be fol-
lowed for repayment of the amount 
equal to 100% of the annual State 
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share. The remaining amount of the re-
payment 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 ending 12 months or more 
prior to the beginning of the quarter in 
which the payment is to be made by 
the Service. 

[42 FR 28885, June 6, 1977, as amended at 52 
FR 273, Jan. 5, 1987; 64 FR 6253, Feb. 9, 1999; 
68 FR 25305, May 12, 2003] 

§ 304.50 Treatment of program income. 
The IV–D agency must exclude from 

its quarterly expenditure claims an 
amount equal to: 

(a) All fees which are collected dur-
ing the quarter under the title IV–D 
State plan; and 

(b) All interest and other income 
earned during the quarter resulting 
from services provided under the IV–D 
State plan. 

[49 FR 36772, Sept. 19, 1984] 

§ 304.95 [Reserved] 

PART 305—PROGRAM PERFORM-
ANCE MEASURES, STANDARDS, 
FINANCIAL INCENTIVES, AND 
PENALTIES 

Sec. 
305.0 Scope. 
305.1 Definitions. 
305.2 Performance measures. 
305.31 Amount of incentive payment. 
305.32 Requirements applicable to calcula-

tions. 
305.33 Determination of applicable percent-

ages based on performance levels. 
305.34 Payment of incentives. 

305.35 Reinvestment. 
305.36 Incentive phase-in. 
305.40 Penalty performance measures and 

levels. 
305.42 Penalty phase-in. 
305.60 Types and scope of Federal audits. 
305.61 Penalty for failure to meet IV–D re-

quirements. 
305.62 Disregard of a failure which is of a 

technical nature. 
305.63 Standards for determining substan-

tial compliance with IV–D requirements. 
305.64 Audit procedures and State com-

ments. 
305.65 State cooperation in the audit. 
305.66 Notice, corrective action year, and 

imposition of penalty. 

AUTHORITY: 42 U.S.C. 609(a)(8), 652(a)(4) and 
(g), 658A and 1302. 

SOURCE: At 65 FR 82208, Dec. 27, 2000, unless 
otherwise noted. 

§ 305.0 Scope. 
This part implements the incentive 

system requirements as described in 
section 458A (to be redesignated as sec-
tion 458 effective October 1, 2001) of the 
Act and the penalty provisions as re-
quired in sections 409(a)(8) and 452(g) of 
the Act. This part also implements 
Federal audit requirements under sec-
tions 409(a)(8) and 452(a)(4) of the Act. 
Sections 305.0 through 305.2 contain 
general provisions applicable to this 
part. Sections 305.31 through 305.36 of 
this part describe the incentive system. 
Sections 305.40 through 305.42 and 
§§ 305.60 through 305.66 describe the pen-
alty and audit processes. 

§ 305.1 Definitions. 
The definitions found in § 301.1 of this 

chapter are also applicable to this part. 
In addition, for purposes of this part: 

(a) The term IV–D case means a par-
ent (mother, father, or putative father) 
who is now or eventually may be obli-
gated under law for the support of a 
child or children receiving services 
under the title IV–D program. A parent 
is a separate IV–D case for each family 
with a dependent child or children that 
the parent may be obligated to sup-
port. If both parents are absent and lia-
ble or potentially liable for support of 
a child or children receiving services 
under the IV–D program, each parent is 
considered a separate IV–D case. In 
counting cases for the purposes of this 
part, States may exclude cases closed 
under § 303.11 and cases over which the 
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