Food and Nutrition Service, USDA

shall be funded at the 50 percent Fed-
eral reimbursement rate.

[Amdt. 188, 45 FR 85702, Dec. 30, 1980, as
amended by Amdt. 201, 47 FR 25498, June 11,
1982; Amdt. 260, 49 FR 6313, Feb. 17, 1984;
Amdt. 281, 51 FR 47397, Dec. 31, 1986; 53 FR
39443, Oct. 7, 1988; Amdt. 316, 54 FR 24531,
June 7, 1989; Amdt. 328, 56 FR 60053, Nov. 27,
1991; Amdt. 342, 59 FR 2733, Jan. 19, 1994;
Amdt. 316, 59 FR 16096, Apr. 6, 1994; Amdt.
385, 65 FR 33440, May 24, 2000; Amdt. 388, 65
FR 70212, Nov. 21, 2000]
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(a) This section sets forth FNS meth-
ods for authorizing funds for State
agencies.

(b) The ‘“‘Letter of Credit”’ (LOC) (SF-
1193A) is the document by which an of-
ficial of FNS authorizes a State agency
to draw funds from the United States
Treasury. This shall be the preferred
method of payment for State agencies
which receive at least $120,000 per year
and meet the requirements prescribed
in OMB Circular A-102, Attachment J.

(c) State agencies shall request pay-
ment(s) by submitting Request for
Payment on Letter of Credit and Sta-
tus of Funds Report (Treasury Form
SF-183) to the appropriate United
States Treasury Regional Disbursing
Office with a copy to FNS.

(d) State agencies not meeting the
requirements for the LOC method of
payment or failing to meet LOC report-
ing requirements, including those re-
quiring adjustments to cash balances
to liquidate amounts owed to FNS,
shall be provided funds by Treasury
check in accordance with the provi-
sions of Department of the Treasury
Circular 1075.

(e) Payments for proper charges in-
curred by State agencies will not be
withheld unless such payments are sus-
pended or disallowed pursuant to
§277.16. When a payment is withheld,
payment adjustments will be made in
accordance with §277.16. When FNS col-
lects an indebtedness, whether due to a
disallowance or an offset for amounts
which the State agency has been billed
but which it has failed to pay without
cause acceptable to FNS, FNS shall
provide reasonable notice to the State
agency, and shall require appropriate
accounting adjustment to cash bal-
ances for which the State agency is ac-

Methods of payment

§277.6

countable to the Federal government
to liquidate the indebtedness.

§277.6 Standards for financial man-
agement systems.

(a) General. This section prescribes
standards for financial management
systems in administering program
funds by the State agency and its sub-
agencies or contractors.

(b) Responsibilities. Financial manage-
ment systems for program funds in the
State agency shall provide for:

(1) Accurate, current, and complete
disclosure of the financial results of
program activities in accordance with
Federal reporting requirements.

(2) Records which identify the source
and application of funds for FNS or
State agency activities supporting the
administration of the Program. These
records shall show authorizations, obli-
gations, unobligated balances, assets,
liabilities, outlays and income of the
State agency, its sub- agencies and
agents.

(3) Records which identify unallow-
able costs and offsets resulting from
FNS or other determinations as speci-
fied in §277.16 and the disposition of
these amounts. Accounting procedures
must be in effect to prevent a State
agency from claiming these costs under
ongoing program administrative cost
reports.

(4) Effective control and account-
ability by the State agency for all pro-
gram funds, property, and other assets
acquired with program funds. State
agencies shall adequately safeguard all
such assets and shall assure that they
are used solely for program authorized
purposes unless disposition has been
made in accordance with §277.13.

(5) Controls which minimize the time
between the receipt of Federal funds
from the United States Treasury and
their disbursement for program costs.
In the Letter of Credit system, the
State agency shall make drawdowns
from the U.S. Treasury through a U.S.
Treasury Regional Disbursing Office as
nearly as possible to the time of mak-
ing the disbursements.

(6) Procedures to determine the rea-
sonableness, allowability, and
allocability of costs in accordance with
the applicable provisions prescribed in
appendix A to this part.
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(7) Support and source documents for
costs.

(8) An audit trail including identi-
fication of time periods, initial and
summary accounts, cost determination
and allocation procedures, cost centers
or other accounting procedures to sup-
port any costs claimed for program ad-
ministration.

(9) Periodic audits by qualified indi-
viduals who are independent of those
who maintain Federal program funds
as prescribed in §277.17.

(10) Methods to resolve audit findings
and recommendations and to follow up
on corrective or preventive actions.

(c) The standards in §277.6(b) apply to
subagencies or contractors involved
with program funding.

§277.7 Cash depositories.

(a) The term ‘‘cash depositories’ re-
fers to banks or other institutions
which maintain accounts where Food
Stamp Program funds are deposited
and from which withdrawals are made
to meet administrative costs of the
State agency.

(b) State agencies are encouraged to
use minority owned banks to expand
opportunities for minority enterprises.

(c) FNS shall not:

(1) Require physical segregation in a
cash depository of program funds from
other State agency funds.

(2) Establish any eligibility require-
ments for cash depositories in which
program funds are deposited by the
State agency.

§277.8 Bonding and insurance.

(a) General. In administering FNS
program funds, State agencies shall ob-
serve their regular requirements and
practices with respect to bonding and
insurance. FNS will not impose addi-
tional bonding and insurance require-
ments, including fidelity bonding,
above those normally required by the
State agency.

(b) Loan guarantees. FNS makes no
guarantee of any loan or payment of
money borrowed by a State agency for
administering the program. State
agencies shall not make any assur-
ances to any lender or contractor that
FNS will furnish funds for loan pay-
ments.
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§277.9 Administrative costs principles.

(a) This section prescribes specific
policies and procedures governing
State agencies for funding under this
part.

(b) The incremental cost of certifying
TANF households for Food Stamp Pro-
gram benefits are allowable costs for
FNS reimbursement.

(c) When costs for administering the
program are claimed for reimburse-
ment, the audit trail must identify the
specific activities, locations, or time
periods as defined in this section.

(1) Direct cost. Allowable direct costs
may be charged to the Food Stamp
Program at the 50 percent or higher
funding level as specified in this part.

(2) Indirect cost. Allowable indirect
costs may also be claimed at the 50 per-
cent or higher reimbursement funding
level as specified in this part and ap-
pendix A.

(3) Direct and indirect costs claimed
for program cost reimbursement must
be incurred for the time periods, the
activities or for the locations for which
the rates are approved by FNS.

(d) All State agency Cost Allocation
Plans for determining the costs of ad-
ministering the program must be ap-
proved by the cognizant Federal agen-
cy. All Cost Allocation Plans involving
program funds shall be submitted to
FNS for review.

[Amdt. 188, 45 FR 85702, Dec. 30, 1980, as
amended by Amdt. 385, 66 FR 33440, May 24,
2000]

§277.10 Program income.

(a) Program income is gross income
resulting from activities financed with
program funds. Such earnings exclude
interest income but include income
from service fees, usage or rental fees,
sale of assets purchased with program
funds, and royalties on patents and
copyrights.

(b) Interest earned on advances of
program administrative funds shall be
remitted to FNS except for interest
earned on advances to States or instru-
mentalities of a State as provided by
the Intergovernmental Cooperation
Act of 1968 (Pub. L. 90-577) and ad-
vances to tribal organizations under
the Indian Self-Determination Act
(sections 102 through 104).

858



