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quarterly basis. Such funds are pro-
vided by means of a Letter of Credit,
unless other funding arrangements
have been made with FNS. The State
agency obtains the funds by electroni-
cally accessing its Letter of Credit ac-
count.

(Approved by the Office of Management and
Budget under control number 0584-0293)

§247.23 State provision of administra-
tive funds to local agencies.

(a) How much of the administrative
funds must State agencies provide to local
agencies for their use? The State agency
must provide to local agencies for their
use all administrative funds it re-
ceives, except that the State agency
may retain for its own use the amount
determined by the following formula:

(1) 15 percent of the first $50,000 re-
ceived;

(2) 10 percent of the next $100,000 re-
ceived;

(3) 5 percent of the next $250,000 re-
ceived; and

(4) A maximum of $30,000, if the ad-
ministrative grant exceeds $400,000.

(b) May a State agency request to retain
more than the amount determined by the
above formula in the event of special
needs? Yes, the State agency may re-
quest approval from FNS to retain a
larger amount than is allowed under
the formula prescribed in paragraph (a)
of this section. However, in making its
request, the State agency must provide
justification of the need for the larger
amount at the State level, and must
ensure that local agencies will not suf-
fer undue hardship as a result of a re-
duction in administrative funds.

(c) How must the State agency dis-
tribute funds among local agencies? The
State agency must distribute funds
among local agencies on the basis of
their respective needs, and in a manner
that ensures the funds will be used to
achieve program objectives.

(Approved by the Office of Management and
Budget under control number 0584-0293)

§247.24 Recovery and redistribution
of caseload and administrative
funds.

(a) May FNS recover and redistribute
caseload and administrative funds as-
signed to a State agency? Yes. FNS may
recover and redistribute caseload and

§247.25

administrative funds assigned to a
State agency during the fiscal year.
FNS will redistribute these resources
to other State agencies in accordance
with the provisions of §§247.21(a) and
247.22(b). In reassigning caseload, FNS
will use the most up-to-date data on
participation and the extent to which
caseload is being utilized, as well as
other information provided by State
agencies. In accordance with
§247.21(a)(2), in instances in which FNS
recovers caseload slots, the State agen-
cy must use 95 percent of its original
caseload allocation to be eligible for
additional caseload. However, the
State agency must not exceed its re-
duced caseload allocation on an aver-
age monthly basis.

(b) Is there a limit on the amount of
caseload slots or administrative funds that
FNS may recover? Yes. FNS will not uni-
laterally recover caseload that would
result in the recovery of more than 50
percent of the State’s administrative
funds. However, in instances in which
the State agency requests that FNS re-
cover any portion of its assigned case-
load, the 50-percent limitation will not
apply.

§247.25 Allowable uses of administra-
tive funds and other funds.

(a) What are allowable uses of adminis-
trative funds provided to State and local
agencies? Administrative funds may be
used for costs that are necessary to en-
sure the efficient and effective admin-
istration of the program, in accordance
with 2 CFR part 200, subpart E and
USDA implementing regulations 2 CFR
part 400 and part 415, which set out the
principles for determining whether spe-
cific costs are allowable. Some exam-
ples of allowable costs in CSFP in-
clude:

(1) Storing, transporting, and distrib-
uting foods;

(2) Determining the eligibility of pro-
gram applicants;

(3) Program outreach;

(4) Nutrition education;

(5) Audits and fair hearings;

(6) Monitoring and review of program
operations; and

(7) Transportation of participants to
and from the local agency, if necessary.

(b) What are unallowable uses of ad-
ministrative funds? In addition to those
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§247.26

costs determined to be unallowable by
the principles contained in the OMB
circulars referenced in paragraph (a) of
this section, specific examples of unal-
lowable uses of administrative funds in
CSFP include:

(1) The cost of alteration of facilities
not required specifically for the pro-
gram; and

(2) Actual losses which could have
been covered by permissible insurance
(through an approved self-insurance
program or by other means).

(c) What costs are allowable only with
prior approval of FNS? Capital expendi-
tures, which include the acquisition of
facilities or equipment, or enhance-
ments to such capital assets, with a
cost per unit of at least $5,000, are al-
lowable only with prior approval of
FNS. Examples of equipment include
automated information systems, auto-
mated data processing equipment, and
other computer hardware and software.

(d) What procedures must State and
local agencies use in procuring property,
equipment, or services with program
funds, and disposing of such property or
equipment? The procedures that State
and local agencies must follow in pro-
curing property, equipment, or services
with program funds, or disposing of
such property or equipment, are con-
tained in 2 CFR part 200, subpart E, and
USDA implementing regulations 2 CFR
parts 400 and 415, which set out the
principles for determining whether spe-
cific costs are allowable. State, local,
and Indian tribal governments must
comply with 2 CFR part 200, subpart E,
and USDA implementing regulations 2
CFR parts 400 and 415, while nonprofit
subgrantees must comply with 2 CFR
part 200, subpart E, and USDA imple-
menting regulations 2 CFR parts 400
and 415. State and local agencies may
use procurement procedures estab-
lished by State and local regulations as
long as these procedures do not conflict
with Federal regulations. Federal regu-
lations do not relieve State or local
agencies from responsibilities estab-
lished in contracts relating to procure-
ment of property, equipment, or serv-
ices. The State agency is the respon-
sible authority regarding the settle-
ment of all contractual and adminis-
trative issues arising out of procure-
ments for the program.

7 CFR Ch. 1l (1-1-23 Edition)

(e) What is program income and how
must State and local agencies use it? Pro-
gram income is income directly gen-
erated from program activities. It in-
cludes, for example, income from the
sale of packing containers or pallets,
and the salvage of commodities. Pro-
gram income does not include interest
earned from administrative funds.
State and local agencies must use pro-
gram income for allowable program
costs, in accordance with 2 CFR part
200, subpart E, and USDA imple-
menting regulations 2 CFR parts 400
and 415.

(f) How must State and local agencies
use funds recovered as a result of claims
actions? The State agency must use
funds recovered as a result of claims
actions against subdistributing or local
agencies in accordance with the provi-
sions of §250.17(c) of this chapter. The
State agency must use funds recovered
as a result of claims actions against
participants for allowable program
costs. The State agency may authorize
local agencies to use such funds for al-
lowable program costs incurred at the
local level.

[70 FR 47063, Aug. 11, 2005, as amended at 81
FR 66496, Sept. 28, 2016; 83 FR 14173, Apr. 3,
2018; 85 FR 68722, Oct. 30, 2020]

§247.26 Return of
funds.

(a) Must State agencies return adminis-
trative funds that they do not use at the
end of the fiscal year? Yes. If, by the end
of the fiscal year, a State agency has
not obligated all of its allocated ad-
ministrative funds, the unobligated
funds must be returned to FNS.

(b) What happens to administrative
funds that are returned by State agencies
at the end of the fiscal year? If, in the
following fiscal year, OMB reappor-
tions the returned administrative
funds, the funds are used to support the
program. Such funds are not returned
to State agencies in the form of admin-
istrative funds in addition to the legis-
latively mandated grant per assigned
caseload slot.

administrative

(Approved by the Office of Management and
Budget under control number 0584-0293)
§247.27 Financial management.

(a) What are the Federal requirements
for State and local agencies with regard to
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