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(1) Prepare a detailed report
containing the results, and make the
report widely available, including by
posting it on the Internet, not later than
30 days after the completion of the

report.

The report must include:

(i) The results of the market rate
survey or alternative methodology;

(ii) The estimated cost of care
necessary (including any relevant
variation by geographic location,
category of provider, or age of child) to
support:

A) Child care providers’
implementation of the health, safety,
quality, and staffing requirements at
§§ 98.41 through 98.44; and

(B) Higher-quality care, as defined by
the Lead Agency using a quality rating
and improvement system or other
system of quality indicators, at each
level of quality; and

(i1i) The Lead Agency’s response to
stakeholder views and comments.

(2) Set payment rates for CCDF
assistance:

(i) In accordance with the results of
the most recent market rate survey or
alternative methodology conducted
pursuant to paragraph (c) of this section;

(ii) With base payment rates
established at least at a level sufficient
for child care providers to meet health,
safety quality, and staffing requirements
in accordance with paragraph
(f)(1)(ii)(A) of this section;

(iii) Taking into consideration the cost
of providing higher-quality child care
services, including consideration of the
information at each level of higher
quality required by paragraph
(f)(1)(ii)(B) of this section;

(iv) Taking into consideration the
views and comments of the public
obtained in accordance with paragraph
(e) and through other processes
determined by the Lead Agency; and

(v) Without, to the extent practicable,
reducing the number of families
receiving CCDF assistance.

(g) A Lead Agency may not establish
different payment rates based on a
family’s eligibility status, such as TANF
status.

(h) Payment rates under paragraph (a)
of this section shall be consistent with
the parental requirements in § 98.30

(i) Nothing in this section shall be
construed to create a private right of
action if the Lead Agency acts in
accordance with the Act and this part.

(j) Nothing in this part shall be
construed to prevent a Lead Agency
from differentiating payment rates on
the basis of such factors as:

(1) Geographic location of child care
providers (such as location in an urban
or rural area);

(2) Age or particular needs of children
(such as the needs of children with
disabilities, children served by child
protective services, and children

experiencing homelessness);
(3) Whether child care providers

provide services during the weekend or
other non-traditional hours; or

(4) The Lead Agency’s determination
that such differential payment rates may
enable a parent to choose high-quality
child care that best fits the parents’
needs.

(k) Lead Agencies shall establish, and
periodically revise, by rule, a sliding fee
scale(s) for families that receive CCDF

child care services that:
(1) Helps families afford child care

and enables choice of a range of child
care options;

(2) Is based on income and the size of
the family and may be based on other
factors as appropriate, but may not be
based on the cost of care or amount of
subsidy payment;

(3) P¥o%i£:; for affordable family co-
payments that are not a barrier to
families receiving assistance under this
part; and

(4) At Lead Agency discretion, allows
for co-payments to be waived for
families whose incomes are at or below
the poverty level for a family of the
same size, that have children who
receive or need to receive protective
services, or that meet other criteria

established by the Lead Agency.
(1) The Lead Agency shall

demonstrate in the Plan that it has
established payment practices
applicable to all CCDF child care

providers that:

(1) Ensure timeliness of payment by
either:

(i) Paying prospectively prior to the
delivery of services; or

(ii) Paying within no more than 21
calendar days of the receipt of a
complete invoice for services.

(2) To the extent practicable, support
the fixed costs of providing child care
services by delinking provider payments
from a child’s occasional absences by:

(i) Paying based on a child’s
enrollment rather than attendance;

(ii) Providing full payment if a child
attends at least 85 percent of the
authorized time;

(iii) Providing full payment if a child
is absent for five or fewer days in a
month; or

(iv) An alternative approach for which
the Lead Agency provides a justification
in its Plan.

(3) Reflect generally-accepted
payment practices of child care
providers that serve children who do
not receive CCDF subsidies, which must
include (unless the Lead Agency
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provides evidence in the Plan that such
practices are not generally-accepted in
the State or service area):

(i) Paying on a part-time or full-time
basis (rather than paying for hours of
service or smaller increments of time):
and

(ii) Paying for reasonable mandatory
registration fees that the provider
charges to private-paying parents:

(4) Ensure child care providers
receive payment for any services in
accordance with a written payment
agreement or authorization for services
that includes, at a minimum,
information regarding provider payment
policies, including rates, schedules, any
fees charged to providers, and the
dispute resolution process required by
paragraph (1)(6);

(5) Ensure child care providers
receive prompt notice of changes to a
family’s eligibility status that may
impact payment, and that such notice is
sent to providers no later than the day
the Lead Agency becomes aware that
such a change will occur;

(6) Include timely appeal and
resolution processes for any payment
inaccuracies and disputes.

B 26. Revise newly redesignated § 98.46
to read as follows:

§98.46 Priority for child care services.

(a) Lead Agencies shall give priority
for services provided under § 98.50(a)
to:

(1) Children of families with very low
family income (considering family size);

(2) Children with special needs,
which may include any vulnerable
populations as defined by the Lead
Agency; and

(3) Children experiencing
homelessness.

(b) Lead Agencies shall prioritize
increasing access to high-quality child
care and development services for
children of families in areas that have
significant concentrations of poverty
and unemployment and that do not
have a sufficient number of such
programs.

m 27. Revise § 98.50 toread as follows:

§98.50 Child care services.

(a) Direct child care services shall be
provided:

(1) To eligible children, as described
in §98.20;

(2) Using a sliding fee scale, as
described in § 98.45(k):

(3) Using funding methods provided
for in §98.30; and

(4) Based on the priorities in § 98.46.
(b) Of the aggregate amount of funds

expended by a State or Territory (i.e.,
Discretionary, Mandatory, and Federal
and State share of Matching funds):
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(1) No less than seven percent in
fiscal years 2016 and 2017, eight percent
in fiscal years 2018 and 2019, and nine
percent in fiscal year 2020 and each
succeeding fiscal year shall be used for
activities designed to improve the
quality of child care services and
increase parental options for, and access
to, high-quality child care as described

at § 98.53; and
(2) No less than three percent in fiscal

year 2017 and each succeeding fiscal
year shall be used to carry out activities
at § 98.53(a)(4) as such activities relate
to the quality of care for infants and

toddlers.
(3) Nothing in this section shall

preclude the State or Territory from
reserving a larger percentage of funds to
carry out activities described in
paragraphs (b)(1) and (2) of this section.
(c) Funds expended from each fiscal
year’s allotment on quality activities

pursuant to paragraph (b) of this section:
(1) Must be in alignment with an

assessment of the Lead Agency’s need to
carry out such services and care as
required at § 98.53(a);

2) Must include measurable
indicators of progress in accordance
with § 98.53(f); and

(3) May be provided directly by the
Lead Agency or through grants or
contracts with lecal child care resource
and referral organizations or other
appropriate entities.

d) Of the aggregate amount of funds
expended (i.e., Discretionary,
Mandatory, and Federal and State share
of Matching Funds), no more than five
percent may be used for administrative
activities as described at § 98.54.

(e) Not less than 70 percent of the
Mandatory and Federal and State share
of Matching Funds shall be used to meet
the child care needs of families who:

(1) Are receiving assistance under a
State program under Part A of title IV of

the Social Security Act;

(2) Are attempting through work
activities to transition off such
assistance program; and

(3) Are at risk of becoming dependent
on such assistance program.

(f) From Discretionary amounts
provided for a fiscal year, the Lead
Agency shall:

(1) Reserve the minimum amount
required under paragraph (b} of this
section for quality activities, and the
funds for administrative costs described
at paragraph (d) of this section; and

(2) From the remainder, use not less
than 70 percent to fund direct services

(provided by the Lead Agency).
(g) Of the funds remaining after

applying the provisions of paragraphs
(a) through (f] of this section, the Lead
Agency shall spend a substantial

portion of funds to provide direct child
care services to low-income families
who are working or attending training or

education.
(h) Pursuant to § 98.16(i)(4), the Plan

shall specify how the State will meet the
child care needs of families described in
paragraph (e) of this section.

§§98.51 through 98.55 [Redesignated as
§§98.53 through 98.57]

m 28. Redesignate §§ 98.51 through
98.55 of subpart F as §§ 98.53 through
98.57.

m 29. Add new § 98.51 to subpart F to
read as follows:

§98.51 Services for children experiencing
homelessness.

Lead Agencies shall expend funds on
activities that improve access to quality
child care services for children
experiencing homelessness, including:

(a) The use of procedures to permit
enrollment (after an initial eligibility
determination) of children experiencing
homelessness while required
documentation is obtained;

(1) If, after full documentation is
provided, a family experiencing
homelessness is found ineligible,

(i) The Lead Agency shall pay any
amount owed to a child care provider
for services provided as a result of the
initial eligibility determination; and

(ii) Any CCDF payment made prior to
the final eligibility determination shall
not be considered an error or improper
payment under subpart K of this part;

(2) [Reserved]

(b) Training and technical assistance
for providers and appropriate Lead
Agency (or designated entity) staff on
identifying and serving children
experiencing homelessness and their
families; and

(c) Specific outreach to families
experiencing homelessness.

m 30. Add new § 98.52 to subpart F to
read as follows:

§98.52 Child care resource and referral
system.

(a) A Lead Agency may expend funds
to establish or support a system of local
or regional child care resource and
referral organizations that is
coordinated, to the extent determined
appropriate by the Lead Agency, by a
statewide public or private nonprofit,
community-based or regionally based,
lead child care resource and referral
organization.

(b) If a Lead Agency uses funds as
described in paragraph (a) of this
section, the local or regional child care
resource and referral organizations
supported shall, at the direction of the
Lead Agency:
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(1) Provide parents in the State with
consumer education information
referred to in § 98.33 .(except as
otherwise provided in that paragraph),
concerning the full range of child care
options (including faith-based and
community-based child care providers),
analyzed by provider, including child
care provided during nontraditional
hours and through emergency child care
centers, in their political subdivisions or
regions;

(2) To the extent practicable, work
directly with families who receive
assistance under this subchapter to offer
the families support and assistance,
using information described in
paragraph (b)(1) of this section, to make
an informed decision about which child
care providers they will use, in an effort
to ensure that the families are enrolling
their children in the most appropriate
child care setting to suit their needs and
one that is of high quality (as
determined by the Lead Agency);

(3) Collect data and provide
information on the coordination of
services and supports, including
services under section 619 and part C of
the Individuals with Disabilities
Education Act (20 U.S.C. 1431, et seq.),
for children with disabilities (as defined
in section 602 of such Act (20 U.S.C.
1401));

(4) Collect data and provide
information on the supply of and
demand for child care services in
political subdivisions or regions within
the State and submit such information
to the State;

(5) Work to establish partnerships
with public agencies and private
entities, including faith-based and
community-based child care providers,
to increase the supply and quality of
child care services in the State; and

(6) As appropriate, coordinate their
activities with the activities of the State
Lead Agency and local agencies that
administer funds made available in
accordance with this part.

m 31. Revise newly redesignated § 98.53
to read as follows:

§98.53 Activities to improve the quality of
child care.

(a) The Lead Agency must expend
funds from each fiscal year’s allotment
on quality activities pursuant to
§§ 98.50(b) and 98.83(g) in accordance
with an assessment of need by the Lead
Agency. Such funds must be used to
carry out at least one of the following
quality activities to improve the quality
of child care services for all children,
regardless of CCDF receipt, in
accordance with paragraph (d) of this
section:
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(1) Supporting the training,
professional development, and
postsecondary education of the child
care workforce as part of a progression
of professional development through
activities such as those included at
§ 98.44, in addition to:

(i) Offering training, professional
development, and postsecondary
education opportunities for child care
caregivers, teachers and directors that:

(A) Relate to the use of scientifically
based, developmentally-appropriate,
culturally-appropriate, and age-
appropriate strategies to promote the
social, emotional, physical, and
cognitive development of children,
including those related to nutrition and
physical activity; and

(B) Offer specialized training,
professional development, and
postsecondary education for caregivers,
teachers and directors caring for those
populations prioritized at
§ 98.44(b)(2)(iv), and children with
disabilities;

(ii) Incorporating the effective use of
data to guide program improvement and
improve opportunities for caregivers,
teachers and directors to advance on
their progression of training,
professional development, and
postsecondary education;

(iii) Including effective, age-
appropriate behavior management
strategies and training, including
positive behavior interventions and
support models for birth to school-age,
that promote positive social and
emotional development and reduce
challenging behaviors, including
reducing suspensions and expulsions of
children under age five for such
behaviors;

(iv) Providing training and outreach
on engaging parents and families in
culturally and linguistically appropriate
ways to expand their knowledge, skills,
and capacity to become meaningful
partners in supporting their children’s
positive development;

(v) Providing training corresponding
to the nutritional and physical activity
needs of children to promote healthy
development;

(vi) Providing training or professional
development for caregivers, teachers
and directors regarding the early
neurological development of children;
and

(vii) Connecting child care caregivers,
teachers, and directors with available
Federal and State financial aid that
would assist these individuals in
pursuing relevant postsecondary
education, or delivering financial
resources directly through programs that
provide scholarships and compensation

improvements for education attainment

and retention.
(2) Improving upon the development

or implementation of the early learning
and development guidelines at
§ 98.15(a)(9) by providing technical
assistance to eligible child care
providers in order to enhance the
cognitive, physical, social, and
emotional development and overall
well-being of participating children.
(3) Developing, implementing, or
enhancing a tiered quality rating and
improvement system for child care
providers and services to meet
consumer education requirements at

§ 98.33, which may:
(i) Support and assess the quality of

child care providers in the State,

Territory, or Tribe;
(ii) Build on licensing standards and

other regulatory standards for such
providers;

(iii) Be designed to improve the
quality of different types of child care
providers and services;

(iv) Describe the safety of child care
facilities;

(v) Build the capacity of early
childhood programs and communities
to promote parents’ and families’
understanding of the early childhood
system and the rating of the program in

which the child is enrolled:

(vi) Provide, to the maximum extent
practicable, financial incentives and
other supports designed to expand the
full diversity of child care options and
help child care providers improve the
quality of services; and

(vii) Accommodate a variety of
distinctive approaches to early
childhood education and care,
including but not limited to, those
practiced in faith-based settings,
community-based settings, child
centered settings, or similar settings that
offer a distinctive approach to early
childhood development.

(4) Improving the supply and quality
of child care programs and services for
infants and toddlers through activities,
which may include:

(i) Establishing or expanding high-
quality community or neighborhood
based family and child development
centers, which may serve as resources to
child care providers in order to improve
the quality of early childhood services
provided to infants and teddlers from
low-income families and to help eligible
child care providers improve their
capacity to offer high-quality, age-
appropriate care to infants and toddlers
from low-income families;

(ii) Establishing or expanding the
operation of community or
neighborhood-based family child care
networks;
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(iii) Promoting and expanding child
care providers’ ability to provide
developmentally appropriate services
for infants and toddlers through, but not

limited to:
(A) Training and professional

development for caregivers, teachers
and directors, including coaching and
technical assistance on this age group's
unique needs from statewide networks
of qualified infant-toddler specialists;

and
(B) Improved coordination with early

intervention specialists who provide
services for infants and toddlers with
disabilities under part C of the
Individuals with Disabilities Education
Act (20 U.S.C. 1431. et seq.);

(iv) If applicable, developing infant
and toddler components within the
Lead Agency’s quality rating and
improvement system described in
paragraph (a)(3) of this section for child
care providers for infants and toddlers,
or the development of infant and
toddler components in the child care
licensing regulations or early learning
and development guidelines;

(v) Improving the ability of parents to
access transparent and easy to
understand consumer information about
high-quality infant and toddler care as
described at § 98.33; and

(vi) Carrying out other activities
determined by the Lead Agency to
improve the quality of infant and
toddler care provided, and for which
there is evidence that the activities will
lead to improved infant and toddler
health and safety, infant and toddler
cognitive and physical development, or
infant and toddler well-being, including
providing health and safety training
(including training in safe sleep
practices, first aid, and
cardiopulmonary resuscitation for
providers and caregivers.

(5) Establishing or expanding a
statewide system of child care resource
and referral services.

(6) Facilitating compliance with Lead
Agency requirements for inspection,
monitoring, training, and health and

safety, and with licensing standards.
(7) Evaluating and assessing the

quality and effectiveness of child care
programs and services offered,
including evaluating how such
programs positively impact children.

(8) Supporting child care providers in
the voluntary pursuit of accreditation by
a national accrediting body with
demonstrated, valid, and reliable

program standards of high-quality.
(9) Supporting Lead Agency or local

efforts to develop or adopt high-quality
program standards relating to health,
mental health, nutrition, physical
activity, and physical development.
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(10) Carrying out other activities,
including implementing consumer
education provisions at § 98.33,
determined by the Lead Agency to
improve the quality of child care
services provided, and for which
measurement of outcomes relating to
improvement of provider preparedness,
child safety, child well-being, or entry

to kindergarten is possible.
(b) Pursuant to § 98.16(j), the Lead

Agency shall describe in its Plan the

activities it will fund under this section.
(c) Non-Federal expenditures required

by § 98.55(c) (i.e., the maintenance-of
effort amount) are not subject to the
requirement at paragraph (a) of this
section.

(d) Activities to improve the quality of
child care services are not restricted to
activities affecting children meeting
eligibility requirements under § 98.20 or
to child care providers of services for
which assistance is provided under this

art.
P (e) Unless expressly authorized by
law, targeted funds for quality
improvement and other set asides that
may be included in appropriations law
may not be used towards meeting the
quality expenditure minimum

requirement at § 98.50(b).
f) States shall annually prepare and

submit reports, including a quality
progress report and expenditure report,
to the Secretary, which must be made

publicly available and shall include:
(1) An assurance that the State was in

compliance with requirements at
§ 98.50(b) in the preceding fiscal year
and information about the amount of

funds reserved for that purpose;
(2) A description of the activities

carried out under this section to comply

with § 98.50(b);
(3) The measures the State will use to

evaluate its progress in improving the
quality of child care programs and
services in the State, and data on the
extent to which the State had met these

measures;
(4) A report describing any changes to

State regulations, enforcement
mechanisms, or other State policies
addressing health and safety based on
an annual review and assessment of
serious child injuries and any deaths
occurring in child care programs serving
children receiving assistance under this
part, and in other regulated and
unregulated child care centers and
family child care homes, to the extent

possible; and
(5) A description of how the Lead

Agency responded to complaints
submitted through the national hotline

and Web site, required in section
658L(b) of the CCDBG Act (42 U.S.C.

9858ij(b)).

m 32. Amend newly redesignated
§ 98.54 as follows:
B a. Revise paragraphs (a) introductory
text and (a)(6);
B b. Redesignate paragraphs (b) and (c)
as (c) and (d), respectively;
B c. Add new paragraph (b);
m d. Revise newly redesignated
paragraph (d); and
B e. Add paragraph (e).

The revisions and additions read as
follows:

§98.54 Administrative costs.

(a) Not more than five percent of the
aggregate funds expended by the Lead
Agency from each fiscal year’s
allotment, including the amounts
expended in the State pursuant to
§ 98.55(b), shall be expended for
administrative activities. These
activities may include but are not

limited to:
* * x * %

(6) Indirect costs as determined by an
indirect cost agreement or cost
allocation plan pursuant to § 98.57.

(b) The following activities do not
count towards the five percent
limitation on administrative
expenditures in paragraph (a) of this
section:

(1) Establishment and maintenance of
computerized child care information
systems;

(2) Establishing and operating a
certificate program;

(3) Eligibility determination and
redetermination;

(4) Preparation/participation in
judicial hearings;

(5) Child care placement;

(6) Recruitment, licensing, inspection
of child care providers;

(7) Training for Lead Agency or sub
recipient staff on billing and claims
processes associated with the subsidy
program;

(8) Reviews and supervision of child
care placements;

(9) Activities associated with payment

rate setting;
(10) Resource and referral services:

and
(11) Training for child care staff.

% * * x *

(d) Non-Federal expenditures
required by §98.55(c) (i.e., the
maintenance-of-effort amount) are not
subject to the five percent limitation at
paragraph (a) of this section.

(e) If a Lead Agency enters into
agreements with sub-recipients for
operation of the CCDF program, the
amount of the contract or grant
attributable to administrative activities
as described in this section shall be
counted towards the five percent limit.
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m 33. In newly redesignated § 98.55,

revise paragraphs (e)(2)(iv), (), (g)(2),
and (h)(2) to read as follows:

§98.55 Matching Fund requirements.
* * X * *

[e) * X *

(2] * % %

(iv) Shall be certified both by the Lead
Agency and by the donor (if funds are
donated directly to the Lead Agency) or
the Lead Agency and the entity
designated by the State to receive
donated funds pursuant to paragraph (f)
of this section (if funds are donated
directly to the designated entity) as
available and representing funds eligible

for Federal match; and
b+ % * * *

(f) Donated funds need not be
transferred to or under the
administrative control of the Lead
Agency in order to qualify as an
expenditure eligible to receive Federal
match under this section. They may be
given to the public or private entities
designated by the State to implement
the child care program in accordance
with § 98.11 provided that such entities
are identified and designated in the
State Plan to receive donated funds in
accordance with § 98.16(d)(2).

( ) * % %

(gl Family contributions to the cost of
care as required by § 98.45(k).

(h] * * %

(2) May be eligible for Federal match
if the State includes in its Plan, as
provided in §98.16(w), a description of
the efforts it will undertake to ensure
that pre-K programs meet the needs of

working parents.
% * * * x

m 34. In newly redesignated § 98.56, add
a sentence to the end of paragraph (b)(1)
and revise paragraphs (d) and (e) to read
as follows:

§98.56 Restrictions on the use of funds.
*x * * % *

(b) * * *

(1) * * * Improvements or upgrades
to a facility which are not specified
under the definitions of construction or
major renovation at § 98.2 may be
considered minor remodeling and are,
therefore, not prohibited.

%* * % * x

(d) Sectarian purposes and activities.
Funds provided under grants or
contracts to providers may not be
expended for any sectarian purpose or
activity, including sectarian worship or
instruction. Assistance provided to
parents through certificates is not a
grant or contract. Funds provided
through child care certificates may be
expended for sectarian purposes or
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activities, including sectarian worship
or instruction when provided as part of
the child care services.

(e) Non-Federal share for other
Federal programs. The CCDF may not be
used as the non-Federal share for other
Federal grant programs, unless
explicitly authorized by statute.

m 35. Amend § 98.60 as follows:
B a. Revise paragraphs (b) introductory
text, (b)(1), (d)(2)(i), (d)(4)(ii), and (d)(6)
introductory text;
m b. Redesignate paragraph (d)(7) as
(d)(8);
B c. Add new paragraph (d)(7); and
B d. Revise paragraph (h).

The revisions and addition read as
follows:

§98.60 Availability of funds.

* * * X *

(b) Subject to the availability of
appropriations, in accordance with
relevant statutory provisions and the
apportionment of funds from the Office
of Management and Budget, the
Secretary:

(1) May withhold a portion of the
CCDF funds made available for a fiscal
year for the provision of technical
assistance, for research, evaluation, and
demonstration, and for a national toll

free hotline and Web site:
(d) * * *

(2)(1) Mandatory Funds for States
requesting Matching Funds per § 98.55
shall be obligated in the fiscal year in
which the funds are granted and are

available until expended.

(4) * % %
(ii) If there is no applicable State or
local law, the regulation at 45 CFR 75.2,

Expenditures and Obligations.
* * * * *

(6) In instances where the Lead
Agency issues child care certificates,
funds for child care services provided
through a child care certificate will be
considered obligated when a child care
certificate is issued to a family in

writing that indicates:
* * * x *

(7) In instances where third party
agencies issue child care certificates, the
obligation of funds occurs upon entering
into agreement through a subgrant or
contract with such agency, rather than
when the third party issues certificates
to a family.

% % * * x

(h) Repayment of loans made to child
care providers as part of a quality
improvement activity pursuant to
§ 98.53, may be made in cash or in
services provided in-kind. Payment

provided in-kind shall be based on fair
market value. All loans shall be fully
repaid.

B 36. In § 98.61, revise paragraph (a) and
paragraph (c) introductory text and add
paragraph (f) to read as follows:

§98.61 Allotments from the Discretionary
Fund.

(a) To the 50 States, the District of
Columbia, and the Commonwealth of
Puerto Rico an amount equal to the
funds appropriated for the Child Care
and Development Block Grant, less
amounts reserved for technical
assistance, research, and the national
hotline and Web site, pursuant to
§ 98.60(b), and amounts reserved for the
Territories and Tribes, pursuant to
§ 98.60(b) and paragraphs (b) and (c) of
this section, shall be allotted based
upon the formula specified in section

6580(b) of the Act (42 U.S.C. 9858m(b)).

* * * * *

(c) For Indian Tribes and tribal
organizations, including any Alaskan
Native Village or regional or village
corporation as defined in or established
pursuant to the Alaska Native Claims
Settlement Act (43 U.S.C. 1601 et seq.)
not less than two percent of the amount
appropriated for the Child Care and
Development Block Grant shall be

reserved.
* b % % *

(f) Lead Agencies shall expend any
funds that may be set-aside for targeted
activities pursuant to annual
appropriations law as directed by the
Secretary.

m 37.In § 98.63, revise paragraphs (b)
and (c) to read as follows:

§98.63 Allotments from the Matching
Fund.

* * * * *

(b) For purposes of this section, the
amounts available under section
418(a)(3) of the Social Security Act (42
U.S.C. 618(a)(3)) excludes the amounts
reserved and allocated under
§ 98.60(b)(1) for technical assistance,
research and evaluation, and the
national toll-free hotline and Web site
and under § 98.62(a) and (b) for the
Mandatory Fund.

(c) Amounts under this section are
available pursuant to the requirements
at § 98.55(c).

® 38. In § 98.64, revise paragraph (c)(1)
to read as follows:

§98.64 Reallotment and redistribution of

funds.
* * * * *

(c)(1) Any portion of the Matching
Fund granted to a State that is not
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obligated in the period for which the
grant is made shall be redistributed.
Funds, if any, will be redistributed on
the request of, and only to, those other
States that have met the requirements of
§ 98.55(c) in the period for which the
grant was first made. For purposes of
this paragraph (c)(1), the term “State”
means the 50 States and the District of
Columbia. Territorial and tribal grantees

may not receive redistributed Matching
Funds.

* * * * *

m 39.In § 98.65, revise paragraphs (a)
and (g) and to add paragraphs (h) and
(i) to read as follows:

§98.65 Audits and financial reporting.

(a) Each Lead Agency shall have an
audit conducted after the close of each
program period in accordance with 45
CFR part 75, subpart F, and the Single
Audit Act Amendments of 1996.

* * * % *

(g) Lead Agencies shall submit
financial reports, in a manner specified
by ACF, quarterly for each fiscal year

until funds are expended.
(h) At a minimum, a State or

territorial Lead Agency’s quarterly
report shall include the following
information on expenditures under
CCDF grant funds, including
Discretionary (which includes realloted
funding and any funds transferred from
the TANF block grant), Mandatory, and
Matching Funds (which includes
redistributed funding); and State
Matching and Maintenance-of-Effort

(MOE) Funds:

(1} Child care administration;

(2) Quality activities, including any
sub-categories of quality activities as

required by ACF;
3) Direct services;

(4) Non-direct services, including:

(i) Establishment and maintenance of
computerized child care information
systems;

(ii) Certificate program cost/eligibility
determination;

(iii) All other non-direct services; and

(5) Such other information as

specified by the Secretary.
(i) Tribal Lead Agencies shall submit

financial reports annually in a manner
specified by ACF.

m 40. Add § 98.68 to subpart G to read
as follows:

§98.68 Program integrity.

(a) Lead Agencies are required to
describe in their Plan effective internal
controls that are in place to ensure
integrity and accountability, while
maintaining continuity of services, in
the CCDF program. These shall include:

(1) Processes to ensure sound fiscal
management;
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(2) Processes to identifgr areas of risk;
(3) Processes to train child care

providers and staff of the Lead Agency
and other agencies engaged in the
administration of CCDF about program

requirements and integrity; and
4) Regular evaluation of internal

control activities.
(b) Lead Agencies are required to

describe in their Plan the processes that

are in glace to:
(1) Identify fraud or other program

violations, which may include, but are

not limited to the following:
(i) Record matching and database

linkages;

(ii) Review of attendance and billing
records;

(iii) Quality control or quality
assurance reviews; and

(iv) Staff training on monitoring and
audit processes.

(2) Investigate and recover fraudulent
payments and to impose sanctions on

clients or providers in response to fraud.
(c) Lead Agencies must describe in

their Plan the procedures that are in
place for documenting and verifying
that children receiving assistance under
this part meet eligibility criteria at the
time of eligibility determination and
redetermination. Because a child
meeting eligibility requirements at the
most recent eligibility determination or
redetermination is considered eligible
during the period between
redeterminations as described in
§98.21(a)(1):

(1) The Lead Agency shall pay any
amount owed to a child care provider
for services provided for such a child
during this period under a payment
agreement or authorization for services;

and
(2) Any CCDF payment made for such

a child during this period shall not be
considered an error or improper
payment under subpart K of this part
due to a change in the family’s
circumstances, as set forth at § 98.21(a).

m 41.In § 98.70, add paragraph (d) to
read as follows:

§98.70 Reporting requirements.
*

x * * %*

(d) State and territorial Lead Agencies
shall make the following reports
publicly available on a Web site in a

timely manner:

(1) Annual administrative data reports
under paragraph (b) of this section;

(2) Quarterly financial reports under
§ 98.65(g); and

(3) Annual quality progress reports
under § 98.53(f).

m 42, Revise § 98.71 to read as follows:

§98.71 Content of report.

(a) At a minimum, a State or territorial
Lead Agency’s quarterly case-level

report to the Secretary, as required in

§ 98.70, shall include the following
information on services provided under
CCDF grant funds, including Federal
Discretionary (which includes any
funds transferred from the TANF Block
Grant), Mandatory, and Matching
Funds; and State Matching and

Maintenance-of-Effort (MOE) Funds:
(1) The total monthly family income

and family size used for determining
eligibility;

2) Zip code of residence of the family
and zip code of the location of the child

care provider;
(3) Gender and month/year of birth of

children;

(4) Ethnicity and race of children;

(5) Whether the head of the family is
a single parent

(6) The sources of family income and
assistance from employment (including
self-employment), cash or other
assistance under the Temporary
Assistance for Needy Families program
under Part A of title IV of the Social
Security Act (42 U.S.C. 609(a)(7)), cash
or other assistance under a State
program for which State spending is
counted toward the maintenance of
effort requirement under section
409(a)(7) of the Social Security Act,
housing assistance, assistance under the
Food Stamp Act of 1977, and other

assistance programs;
(7) The month/year child care

assistance to the family started;
(8) The type(s) of child care in which

the child was enrolled (such as family
child care, in-home care, or center-based

child care;
(9) Whether the child care provider

was a relative;
(10) The total monthly child care

copayment by the family;
Fl 1) If applicable, any amount charged

by the provider to the family more than
the required copayment in instances
where the provider’s price exceeds the
subsidy payment;

(12) The total expected dollar amount
per month to be received by the

provider for each child;
(13) The total hours per month of

such care;
(14) Unique identifier of the head of

the family unit receiving child care
assistance, and of the child care
provider;

(15) Reasons for receiving care;

(16) Whether the family is
experiencing homelessness;

17) Whether the parent(s) are in the

military service;

(18) Whether the child has a
disability;

(19) Primary language spoken at
home;

(20) Date of the child care provider’s
most recent health, safety and fire
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inspection meeting the requirements of
§ 98.42(b)(2);
(21) Indicator of the quality of the

child care provider; and
(22) Any additional information that

the Secretary shall require.
(b) At a minimum, a State or

territorial Lead Agency’s annual
aggregate report to the Secretary, as
required in § 98.70(b), shall include the
following information on services
provided through all CCDF grant funds,
including Federal Discretionary (which
includes any funds transferred from the
TANF Block Grant), Mandatory, and
Matching Funds; and State Matching

and MOE Funds:
(1) The number of child care

providers that received funding under
CCDF as separately identified based on
the types of providers listed in section
658P(5) of the amended Child Care and

Development Block Grant Act;
(2) The number of children served by

payments through certificates or
vouchers, contracts or grants, and cash
under public benefit programs, listed by
the primary type of child care services
provided during the last month of the
report period (or the last month of
service for those children leaving the
program before the end of the report
period);

(3) The manner in which consumer
education information was provided to
parents and the number of parents to

whom such information was provided;
(4) The total number (without

duplication) of children and families

served under CCDF;
(5) The number of child fatalities by

type of care; and
(6) Any additional information that

the Secretary shall require.
(c) A Tribal Lead Agency’s annual

report as required in § 98.70(c), shall
include such information as the
Secretary shall require.

m 43. In § 98.80, revise paragraphs (a)
and (c)(1) and (2) and remove paragraph
(£).

The revisions read as follows:

§98.80 General procedures and
requirements.
X * * % *

(a) An Indian Tribe applying for or
receiving CCDF funds shall be subject to
the requirements under this part as
specified in this section based on the
size of the awarded funds. The Secretary
shall establish thresholds for Tribes’
total CCDF allotments pursuant to
§§98.61(c) and 98.62(b) to be divided

into three categories:
(1) Large allocations;

(2) Medium allocations: and
(3) Small allocations.

%* * * * *
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(C] * % *

(1) The consortium adequately
demonstrates that each participating
Tribe authorizes the consortium to
receive CCDF funds on behalf of each
Tribe or tribal organization in the
consortium;

(2) The consortium consists of Tribes
that each meet the eligibility
requirements for the CCDF program as
defined in this part, or that would
otherwise meet the eligibility
requirements if the Tribe or tribal
organization had at least 50 children

under 13 years of age;
* % x * %

B 44.In § 98.81, revise paragraphs (b)
introductory text, (b)(1), (5), and (6), add
paragraph (b)(9), and revise paragraph
(c) to read as follows:

§98.81 Applicati_on and Plan procedures.

* * * * %

(b) Tribal Lead Agencies with large
and medium allocations shall submit a
CCDF Plan, as described at § 98.16, with
the following additions and exceptions:

(1) The Plan shall include the basis
for determining family eligibility.

(i) If the Tribe’s median income is
below a certain level established by the
Secretary, then, at the Tribe’s option,
any Indian child in the Tribe's service
area shall be considered eligible to
receive CCDF funds, regardless of the
family’s income, work, or training
status, provided that provision for
services still goes to those with the
highest need.

(ii) If the Tribe’s median income is
above the level established by the
Secretary, then a tribal program must
determine eligibility for services
pursuant to § 98.20(a)(2). A tribal
program, as specified in its Plan, may
use either:

(A) 85 percent of the State median
income for a family of the same size; or

(B) 85 percent of the median income
for a family of the same size residing in
the area served by the Tribal Lead
Agency.

* * * * *

(5) The Plan shall include a
description of the Tribe's payment rates,
how they are established, and how they
support quality including, where
applicable, cultural and linguistic
appropriateness.

(6) The Plan is not subject to the
following requirements:

(i) The early learning and
developmental guidelines requirement

't §98.15(a)(9);

(ii) The certification to develop the

OF Plan in consultation with the
3 Advisory Council at § 98.15(b)(1);

(iii) The licensing requirements
applicable to child care services at
§ 98.15(b)(6) and § 98.16(u);

(iv) The identification of the public or
private entities designated to receive
private funds at § 98.16(d)(2);

(v) A definition of very low income at
§ 98.16(g)(8);

(vi) A description at § 98.16(i)(4) of
how the Lead Agency will meet the
needs of certain families specified at
§ 98.50(e);

(vii) The description of the market
rate survey or alternative methodology
at § 98.16(r});

(viii) The description relating to
Matching Funds at § 98.16(w); and

(ix) The description of how the Lead
Agency prioritizes increasing access to
high-quality child care in areas with
high concentration of poverty at

§ 98.16(y).
* * * * *

(9) Plans for Tribal Lead Agencies
with medium allocations are not subject
to the following requirements unless the
Tribe chooses to include such services,
and, therefore, the associated
requirements, in its program:

(i) The assurance at § 98.15(a)(2)
regarding options for services;

(ii) A description of any limits
established for the provision of in-home
care at §98.16(i)(2), or

(iii) A description of the child care
certificate payment system(s) at
§ 98.16(q).

(c) Tribal Lead Agencies with small
allocations shall submit an abbreviated
CCDF Plan, as described by the
Secretary.

W 45. Revise § 98.82 to read as follows:

§98.82 Coordination.

Tribal applicants shall coordinate the
development of the Plan and the
provision of services, to the extent
practicable, as required by §§98.12 and
98.14 and:

(a) To the maximum extent feasible,
with the Lead Agency in the State or
States in which the applicant will carry
out the CCDF program; and

(b) With other Federal, State, local,
and tribal child care and childhood

development programs.
W 46. Revise § 98.83 toread as follows:

§98.83 Requirements for tribal programs.

(a) The grantee shall designate an
agency, department, or unit to act as the
Tribal Lead Agency to administer the
CCDF program.

(b) With the exception of Alaska,
California, and Oklahoma, programs and
activities for the benefit of Indian
children shall be carried out on or near
an Indian reservation.
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(c) In the case of a tribal grantee that
is a consortium:

(1) A brief description of the direct
child care services funded by CCDF for
each of their participating Tribes shall
be provided by the consortium in their
three-year CCDF Plan; and

(2) Variations in CCDF programs or
requirements and in child care
licensing, regulatory and health and
safety requirements shall be specified in
written agreements between the

consortium and the Tribe.
(3) If a Tribe elects to participate in a

consortium arrangement to receive one
part of the CCDF (e.g., Discretionary
Funds), it may not join another
consortium or apply as a direct grantee
to receive the other part of the CCDF
(e.g., Tribal Mandatory Funds).

(4) If a Tribe relinquishes its

membership in a consortium at any time
during the fiscal year, CCDF funds
awarded on behalf of the member Tribe
will remain with the tribal consortium
to provide direct child care services to
other consortium members for that fiscal
ear.
d (d)(1) Tribal Lead Agencies shall not
be subiject to:

(i) The requirement to produce a
consumer education Web site at
§98.33(a). Tribal Lead Agencies still
must collect and disseminate the
provider-specific consumer education
information described at § 98.33(a)
through (d), but may do so using

methods other than a Web site;

(ii) The requirement to have licensing
applicable to child care services at
§ 98.40;

(iii) The requirement for a training
and professional development

framework at § 98.44(a);
(iv) The market rate survey or

alternative methodology described at
§ 98.45(b)(2) and the related
requirements at § 98.45(c), (d), (e), and
(D);

(v) The requirement that Lead
Agencies shall give priority for services
to children of families with very low
family income at § 98.46(a)(1);

(vi) The requirement that Lead
Agencies shall prioritize increasing
access to high-quality child care in areas
with significant concentrations of
poverty and unemployment at
§ 98.46(b);

(vii) The requirements about
Mandatory and Matching Funds at
§ 98.50(e); f

(vii) The requirement to complete the

quality Erogress report at § 98.53(f);
(xi) The requirement that Lead

Agencies shall expend no more than
five percent from each year’s allotment

on administrative costs at § 98.54(a);
and
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(x) The Matching Fund requirements
at §§98.55 and 98.63.

(2) Tribal Lead Agencies with large,
medium, and small allocations shall be
subject to the provision at § 98.42(b)(2)
to require inspections of child care
providers and facilities, unless a Tribal
Lead Agency describes an alternative
monitoring approach in its Plan and
provides adequate justification for the
approach.

(3) Tribal Lead Agencies with large,
medium, and small allocations shall be
subject to the requirement at § 98.43 to
conduct comprehensive criminal
background checks, unless the Tribal
Lead Agency describes an alternative
background check approach in its Plan
and provides adequate justification for

the approach.
(e) Tribal Lead Agencies with medium

and small allocations shall not be
subject to the requirement for

certificates at § 98.30(a) and (d).
(f) Tribal Lead Agencies with small

allocations must spend their CCDF
funds in alignment with the goals and
purposes described in § 98.1. These
Tribes shall have flexibility in how they
spend their CCDF funds and shall be

subject to the following requirements:
(1) The health and safety

requirements described in § 98.41;
(2) The monitoring requirements at

§§ 98.42 and 98.83(d)(2); and

(3) The background checks
requirements described in §§ 98.43 and
08.83(d)(3);

(4) The requirements to spend funds
on activities to improve the quality of
child care described in §§ 98.83(g) and

98.53;

(5) The use of funds requirements at
§ 98.56 and cost allocation requirement
at §98.57;

(6) The financial management
requirements at subpart G of this part
that are applicable to Tribes;

(7) The reporting requirements at
subpart H of this part that are applicable
to Tribes;

(8) The eligibility definitions at
§98.81(b)(2);

(9) The 15 percent limitation on
administrative activities at § 98.83(i);

(10) The monitoring, non-compliance,
and complaint provisions at subpart J of
this part; and

(11) Any other requirement
established by the Secretary.

(g) Of the aggregated amount of funds
expanded (i.e., Discretionary and

Mandatory Funds),
(1) For Tribal Lead Agencies with

large, medium and small allocations, no
less than four percent in fiscal years
2017, seven percent in fiscal years 2018
and 2019, eight percent in fiscal years
2020 and 2021, and nine percent in

fiscal years 2022 and each succeeding
fiscal year shall be used for activities
designed to improve the quality of child
care services and increase parental
options for, and access to high-quality
child care as described at § 98.53; and

(2) For Tribal Lead Agencies with
large and medium allocations no less
than three percent in fiscal year 2019
and each succeeding fiscal year shall be
used to carry out activities at
§ 98.53(a)(4) as such activities relate to
the quality of care for infants and
toddler.

(3) Nothing in this section shall
preclude the Tribal Lead Agencies from
reserving a larger percentage of funds to
carry out activities described in
paragraph (g){(1) and (2) of this section.

(h) The base amount of any tribal
grant is not subject to the administrative
cost limitation at paragraph (i) of this
section, the direct services requirement
at § 98.50(f)(2), or the quality
expenditure requirement at § 98.53(a).
The base amount may be expended for
any costs consistent with the purposes
and requirements of the CCDF.

(i) Not more than 15 percent of the
aggregate CCDF funds expended by the
Tribal Lead Agency from each fiscal
year’s (including amounts used for
construction and renovation in
accordance with § 98.84, but not
including the base amount provided
under paragraph (h) of this section)
shall be expended for administrative
activities. Amounts used for
construction and major renovation in
accordance with § 98.84 are not
considered administrative costs.

(j)(1) CCDF funds are available for
costs incurred by the Tribal Lead
Agency only after the funds are made
available by Congress for Federal
obligation unless costs are incurred for
planning activities related to the
submission of an initial CCDF Plan.

(2) Federal obligation of funds for
planning costs, pursuant to
paragraph(i)(1) of this section is subject
to the actual availability of the
appropriation.

m 47.In § 98.84, add a sentence at the
end of paragraph (b)(3), add paragraphs
(b)(3)(i) and (ii), and revise paragraphs
(d)(1) through (6) to read as follows:

§98.84 Construction and renovation of
child care facilities.
* * * * *

(b] * % %

(3) * * * The Secretary shall waive
this requirement if:

(i) The Secretary determines that the
decrease in the level of child care
services provided by the Indian tribe or
tribal organization is temporary; and
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(ii) The Indian tribe or tribal
organization submits to the Secretary a
plan that demonstrates that after the
date on which the construction or
renovation is completed:

(A) The level of direct child care
services will increase; or

(B) The quality of child care services

will improve.
* * * * *

(d] ® % %

(1) Federal share requirements and
use of property requirements at 45 CFR
75.318;

(2) Transfer and disposition of
property requirements at 45 CFR
75.318(c);

(3) Title requirements at 45 CFR
75.318(a);

(4) Cost principles and allowable cost
requirements at subpart E of this part;

(5) Program income requirements at

45 CFR 75.307;
(6) Procurement procedures at 45 CFR

92.36; 75.326 through 75.335; and

* * * % *

m 48. In § 98.92, revise paragraph (a)(1)
and add paragraphs (b)(3) and (4) to
read as follows:

§98.92 Penalties and sanctions.
* * * * %

(a] * * *

(1) The Secretary will disallow any
improperly expended funds;

(b) * * *

(3)(i) A penalty of five percent of the
funds allotted under § 98.61 (i.e., the
Discretionary Funds) for a Fiscal Year
shall be withheld for any For Fiscal
Year the Secretary determines that the
Lead Agency has failed to give priority
for service in accordance with
§ 98.46(a);

(ii) This penalty will be withheld no
earlier than the first full Fiscal Year
following the determination to apply the
penalty;

(iii) This penalty will not be applied
if the Lead Agency corrects its failure to
comply and amends its CCDF Plan
within six months of being notified of
the failure; and

(iv) The Secretary may waive a
penalty for one year in the event of
extraordinary circumstances, such as a
natural disaster.

(4)(i) A penalty of five percent of the
funds allotted under § 98.61 (i.e., the
Discretionary Funds) for a Fiscal Year
shall be withheld for any Fiscal Year
that the Secretary determines that the
State, Territory, or Tribe has failed to
comply substantially with the criminal
background check requirements at
§98.43;

(ii) This penalty will be withheld no
earlier than the first full Fiscal Year
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following the determination to apply the
penalty; and

(iii) This penalty will not be applied
if the State, Territory, or Tribe corrects
the failure before the penalty is to be
applied or if it submits a plan for
corrective action that is acceptable to
the Secretary.

x * % * %

§98.93 [Amended]

m 49, In § 98.93(b), remove **, 370
L’Enfant Promenade SW., Washington,
DC 20447,

m 50. In § 98.100, add a sentence at the
end of paragraph (d)(2) and revise
paragraph (e) to read as follows:

§98.100 Error Rate Report.

* * * * *

(d) * % %

(2) * * * Because a child meeting
eligibility requirements at the most
recent eligibility determination or
redetermination is considered eligible
between redeterminations as described
in § 98.21(a)(1), any payment for such a
child shall not be considered an error or
improper payment due to a change in
the family’s circumstances, as set forth
at § 98.21(a) and (b).

(e) Costs of Preparing the Error Rate
Report—Provided the error rate
calculations and reports focus on client

eligibility, expenses incurred by the
States, the District of Columbia and
Puerto Rico in complying with this rule,
including preparation of required
reports, shall be considered a cost of
direct service related to eligibility
determination and therefore is not
subject to the five percent limitation on
CCDF administrative costs pursuant to
§ 98.54(a).

B 51.In § 98.102, revise paragraph (a)(5)
and to add paragraph (c) to read as
follows:

§98.102 Content of Error Rate Reports.

[a) ®* % %

(5) Estimated annual amount of
improper payments (which is a
projection of the results from the sample

to the universe of cases statewide during

the 12-month review period) calculated
by multiplying the percentage of
improper payments by the total dollar
amount of child care payments that the
State, the District of Columbia or Puerto

Rico paid during the 12-month review
period;
* %* * * *

(c) Any Lead Agency with an
improper payment rate that exceeds a
threshold established by the Secretary
must submit to the Assistant Secretary
for approval a comprehensive corrective
action plan, as well as subsequent
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reports describing progress in
implementing the plan.

(1) The corrective action plan must be
submitted within 60 days of the
deadline for submitting the Lead
Agency'’s standard error rate report
required by paragraph (b) of this section.

(2) The corrective action plan must
include the following:

(i) Identification of a senior
accountable official:

(ii) Milestones that clearly identify
actions to be taken to reduce improper
payments and the individual
responsible for completing each action;

(iii) A timeline for completing each
action within 1 year of the Assistant
Secretary’s approval of the plan, and for
reducing the improper payment rate

below the threshold established by the
Secretary; and

(iv) Targets for future improper
payment rates.

(3) Subsequent progress reports must
be submitted as requested by the
Assistant Secretary.

(4) Failure to carry out actions
described in the approved corrective
action plan will be grounds for a penalty
or sanction under § 98.92.
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