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child care institution, FNS shall with-
hold from the funds payable to such 
State under this section an amount 
equal to the ratio of the number of 
lunches and suppers served in such in-
stitutions in which the program is ad-
ministered by the FNS and for which 
cash payments are provided to the 
total number of lunches and suppers 
served in that program and for which 
cash in lieu of payments are received, 
in all nonresidential child care institu-
tions in the State. 

[47 FR 15982, Apr. 13, 1982, as amended at 58 
FR 39120, July 22, 1993]

§ 240.5 Cash in lieu of donated foods 
for commodity schools. 

(a) The school food authority of a 
commodity school may elect (1) to re-
ceive cash payments in lieu of up to 
five cents per lunch of the value speci-
fied in § 250.4(b)(2)(ii) of this chapter to 
be used for donated-food processing and 
handling expenses, or (2) to have such 
payments retained for use on its behalf 
by the State agency. The school food 
authority shall consult with com-
modity schools before making the elec-
tion. 

(b) When a school food authority 
makes an election regarding receipt of 
cash payments and the amount of any 
payments to be received under this 
paragraph, such election shall be bind-
ing on the school food authority for the 
school year to which the election ap-
plies. 

(c) The State agency shall (1) no later 
than May 14, 1982 for the school year 
ending June 30, 1982, and no later than 
August 15 of each subsequent school 
year, contact all school food authori-
ties of commodity schools to learn 
their election regarding cash payments 
under this section and the amount of 
any such payments, and (2) forward 
this information to the distributing 
agency and FNSRO, in accordance with 
§ 210.14(d)(2) of this chapter.

§ 240.6 Funds for States which have 
phased out facilities. 

Notwithstanding any other provision 
of this part, any State which phased 
out its food distribution facilities prior 
to June 30, 1974, may, for purposes of 
the National School Lunch Program, 
the Summer Food Service Program for 

Children, and the Child Care Food Pro-
gram, elect to receive cash payments 
in lieu of donated foods. Where such an 
election is made, FNS shall make cash 
payments to such State in an amount 
equivalent in value to the donated 
foods (or cash in lieu thereof) to which 
the State would otherwise have been 
entitled under section 6(e) of the Act, if 
it had retained its food distribution fa-
cilities, except that the amount may be 
based on the number of meals served in 
the current school year, rather than on 
the number of meals served in the pre-
ceding school year with a subsequent 
reconciliation. 

[47 FR 15982, Apr. 13, 1982, as amended at 58 
FR 39120, July 22, 1993]

§ 240.7 Payments to States. 
(a) Funds to be paid to any State 

agency under § 240.3 of this part for dis-
bursement to program schools shall be 
made available by means of United 
States Treasury Department checks. 
The State agency shall use the funds 
received without delay for the purpose 
for which issued. 

(b) Funds to be paid to any State 
agency under § 240.4(a) for disbursement 
to nonresidential child care institu-
tions and funds to be paid to any State 
agency under § 240.6 for disbursement 
to program schools, service institu-
tions, or nonresidential child care in-
stitutions shall be made available by 
means of Letters of Credit issued by 
FNS in favor of the State agency. The 
State agency shall: 

(1) Obtain funds needed to pay school 
food authorities, nonresidential child 
care institutions, and service institu-
tions, as applicable through presen-
tation by designated State Officials of 
a Payment Voucher on Letter of Credit 
(Treasury Form GFO 7578) in accord-
ance with procedures prescribed by 
FNS and approved by the United States 
Treasury Department; 

(2) Submit requests for funds on a 
monthly basis in such amounts as nec-
essary to make payments with respect 
to meals served the previous month; 

(3) Use the funds received without 
delay for the purpose for which drawn. 

(c) FNS shall make any cash pay-
ments elected under § 240.5 of this part 
by increasing the amount of the Letter 
of Credit or, where applicable, of the 
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