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and validate QC methodology to ensure
uniformity in the administration of the
QC program and to ensure compliance
with the requirements of this part. The
Department shall, for purposes of de-
termining eligibility for grants de-
scribed in § 602.40, annually review the
adequacy of the administration of a
State’s QC program.

Subpart E—Quality Control Grants
to States

§ 602.40 Funding.
(a) The Department shall use estab-

lished procedures to notify States of
the availability of funds for the oper-
ation of QC programs in accordance
with this part.

(b) The Department may allocate ad-
ditional resources, if available, to
States for analysis of date generated
by the QC program, to increase the
number of claims sampled in areas
where more information is needed, for
pilot studies for the purpose of expand-
ing the QC program, and for corrective
action.

§ 602.41 Proper expenditure of Quality
Control granted funds.

The Secretary may, after reasonable
notice and opportunity for hearing to
the State agency, take exception to
and require repayment of an expendi-
ture for the operation of a QC program
if it is found by the Secretary that
such expenditure is not necessary for
the proper and efficient administration
of the QC program in the State. See
sections 303(a)(8), 303(a)(9) and 303(b)(2),
SSA, and 20 CFR 601.5. For purposes of
this section, an expenditure will be
found not necessary for proper and effi-
cient administration if such expendi-
ture fails to comply with the require-
ments of subpart C of this part.

[52 FR 33528, Sept. 3, 1987, as amended at 52
FR 34343, Sept. 10, 1987]

§ 602.42 Effect of failure to implement
Quality Control program.

Any State which the Secretary finds,
after reasonable notice and oppor-
tunity for hearing, has not imple-
mented or maintained a QC program in
accordance with this part will not be
eligible for any grants under title III of

the Social Security Act until such time
as the Secretary is satisfied that there
is no longer any failure to conform or
to comply substantially with any pro-
vision specified in this part. See sec-
tions 303(a)(1), 303(a)(6), and 303(b)(2),
SSA, and 20 CFR 601.5.

§ 602.43 No incentives or sanctions
based on specific error rates.

Neither sanctions nor funding incen-
tives shall be used by the Department
to influence the achievement of speci-
fied error rates in State UI programs.

APPENDIX A TO PART 602—STANDARD
FOR CLAIM DETERMINATIONS—SEPA-
RATION INFORMATION

Employment Security Manual (Part V, Sections
6010–6015)

6010 Federal Law Requirements. Section
303(a)(1) of the Social Security Act requires
that a State law include provision for:

‘‘Such methods of administration . . . as
are found by the Secretary to be reasonably
calculated to insure full payment of unem-
ployment compensation when due.’’

Section 303(a)(3) of the Social Security Act
requires that a State law include provision
for:

‘‘Opportunity for a fair hearing before an
impartial tribunal, for all individuals whose
claims for unemployment compensation are
denied.’’

Section 3304(a)(4) of the Federal Unemploy-
ment Tax Act and section 303(a)(5) of the So-
cial Security Act require that a State law in-
clude provision for:

‘‘Expenditure of all money withdrawn from
an unemployment fund of such State, in the
payment of unemployment compensation.
. . .

Section 3306(h) of the Federal Unemploy-
ment Tax Act defines ‘‘compensation’’ as
‘‘cash benefits payable to individuals with
respect to their unemployment.’’

6011 Secretary’s Interpretation of Federal
Law Requirements. The Secretary interprets
the above sections to require that a State
law include provisions which will insure
that:

A. Individuals who may be entitled to un-
employment compensation are furnished
such information as will reasonably afford
them an opportunity to know, establish, and
protect their rights under the unemployment
compensation law of such State, and

B. The State agency obtains and records in
time for the prompt determination and re-
view of benefit claims such information as
will reasonably insure the payment of bene-
fits to individuals to whom benefits are due.

6012 Criteria for Review of State Law Con-
formity with Federal Requirements:
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