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45 C.F.R. § 261.51

Under what circumstances will we reduce the amount of the penalty
below the maximum?

(a) We will reduce the amount of the penalty based on the degree of the State's noncompliance.

(1) If the State fails only the two-parent participation rate specified at § 261.23, reduced by any applicable
caseload reduction credit, its maximum penalty will be a percentage of the penalty specified at § 261.50. This
percentage will equal the percentage of two-parent cases in the State's total caseload.

(2) If the State fails the overall participation rate specified at § 261.21, reduced by any applicable caseload
reduction credit, or both rates, its maximum penalty will be the penalty specified at § 261.50.

(b)

(1) In order to receive a reduction of the penalty amounts determined under paragraphs (a)(1) or (a)(2) of this
section:

(i) The State must achieve participation rates equal to a threshold level defined as 50 percent of the applicable
minimum participation rate at § 261.21 or § 261.23, minus any caseload reduction credit determined pursuant to
subpart D of this part; and

(ii) The adjustment factor for changes in the number of individuals engaged in work, described in paragraph (b)
(4) of this section, must be greater than zero.
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