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qualify as an expenditure eligible to re-
ceive Federal match under this sub-
section. They may be given to the enti-
ty designated by the State to receive
donated funds pursuant to §98.16(c)(2).

(9) The following are not counted as
an eligible State expenditure under
this Part:

(1) In-kind contributions; and

(2) Family contributions to the cost
of care as required by §98.42.

(h) Public pre-kindergarten (pre-K)
expenditures:

(1) May be used to meet the mainte-
nance-of-effort requirement only if the
State has not reduced its expenditures
for full-day/full-year child care serv-
ices; and

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

(3) In any fiscal year, a State may
use public pre-K funds for up to 20% of
the funds serving as maintenance-of-ef-
fort under this subsection. In any fiscal
year, a State may use other public pre-
K funds for up to 20% of the expendi-
tures serving as the State’s matching
funds under this subsection.

(4) If applicable, the CCDF Plan shall
reflect the State’s intent to use public
pre-K funds in excess of 10%, but not
for more than 20%, of either its main-
tenance-of-effort or State matching
funds in a fiscal year. Also, the Plan
shall describe how the State will co-
ordinate its pre-K and child care serv-
ices to expand the availability of child
care.

(i) Matching funds are subject to the
obligation and liquidation require-
ments at §98.60(d)(3).

§98.54 Restrictions
funds.

(a) General. (1) Funds authorized
under section 418 of the Social Security
Act and section 658B of the Child Care
and Development Block Grant Act, and
all funds transferred to the Lead Agen-
cy pursuant to section 404(d) of the So-
cial Security Act, shall be expended
consistent with these regulations.
Funds transferred pursuant to section
404(d) of the Social Security Act shall
be treated as Discretionary Funds;
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(2) Funds shall be expended in accord-
ance with applicable State and local
laws, except as superseded by §98.3.

(b) Construction. (1) For State and
local agencies and nonsectarian agen-
cies or organizations, no funds shall be
expended for the purchase or improve-
ment of land, or for the purchase, con-
struction, or permanent improvement
of any building or facility. However,
funds may be expended for minor re-
modeling, and for upgrading child care
facilities to assure that providers meet
State and local child care standards,
including applicable health and safety
requirements.

(2) For sectarian agencies or organi-
zations, the prohibitions in paragraph
(b)(1) of this section apply; however,
funds may be expended for minor re-
modeling only if necessary to bring the
facility into compliance with the
health and safety requirements estab-
lished pursuant to §8.41.

(3) Tribes and tribal organizations
are subject to the requirements at
§98.84 regarding construction and ren-
ovation.

(c) Tuition. Funds may not be ex-
pended for students enrolled in grades 1
through 12 for:

(1) Any service provided to such stu-
dents during the regular school day;

(2) Any service for which such stu-
dents receive academic credit toward
graduation; or

(3) Any instructional services that
supplant or duplicate the academic
program of any public or private
school.

(d) Sectarian purposes and activities.
Funds provided under grants or con-
tracts to providers may not be ex-
pended for any sectarian purpose or ac-
tivity, including sectarian worship or
instruction. Pursuant to §98.2, assist-
ance provided to parents through cer-
tificates is not a grant or contract.
Funds provided through child care cer-
tificates may be expended for sectarian
purposes or activities, including sec-
tarian worship or instruction when
provided as part of the child care serv-
ices.

(e) The CCDF may not be used as the
non-Federal share for other Federal
grant programs.
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