§246.15

equipment, including medical equip-
ment, other capital assets and any re-
pairs that materially increase the
value of useful life of capital assets.

(3) Management studies performed by
agencies or departments other than the
State or local agency or those per-
formed by outside consultants under
contract with the State or local agen-
cy.

(e) How and when may | use my funds
recovered from vendors and participants?

(1) The State agency may keep funds
collected through the recovery of
claims assessed against food vendors or
participants. Recovered funds include
those withheld from a vendor as a re-
sult of reviews of food instruments
prior to payment. Recovered funds may
be used for either food or NSA costs.

(2) These recovered funds may be
used in the fiscal year:

(i) In which the initial obligation was
made;

(ii) In which the claim arose;

(iii) In which the funds are collected;
or

(iv) after the funds are collected.

(3) The State agency may not credit
any recoveries until:

(i) In the case of a vendor claim, the
vendor has had the opportunity to cor-
rect or justify the error or apparent
overcharge in accordance with
§246.12(k)(3); or

(i) In the case of a participant, any
administrative hearing requested in ac-
cordance with §246.9 has been com-
pleted.

(4) The State agency must report
vendor and participant recoveries to
FNS through the normal reporting
process;

(5) The State agency must keep docu-
mentation supporting the amount and
use of these vendor and participant re-
coveries.

[50 FR 6121, Feb. 13, 1987, as amended at 52
FR 21237, June 4, 1987; 53 FR 25314, July 6,
1988; 54 FR 18091, Apr. 27, 1989; 58 FR 11507,
Feb. 26, 1993; 59 FR 11503, Mar. 11, 1994; 63 FR
63974, Nov. 18, 1998; 64 FR 67999, Dec. 6, 1999;
64 FR 70178, Dec. 16, 1999; 65 FR 83286, Dec. 29,
2000]

§246.15 Program income other than
grants.

(a) Interest earned on advances. Inter-
est earned on advances of Program
funds at the State and local levels shall
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be treated in accordance with the pro-
visions of 31 CFR Part 205, which im-
plement the requirements of the Cash
Management Improvement Act of 1990.
However, State agencies will not incur
an interest liability to the Federal gov-
ernment on rebate funds for infant for-
mula or other foods, provided that all
interest earned on such funds is used
for program purposes.

(b) Other Program income. The State
agency may use current Program in-
come for costs incurred in the current
fiscal year and, with the approval of
FNS, for costs incurred in previous or
subsequent fiscal years. With the ap-
proval of FNS, Program income may be
used for costs which are in addition to
the allowable costs of the Program but
which nevertheless further the objec-
tives of the law authorizing the Pro-
gram. Provided that the costs sup-
ported by the income further the broad
objectives of the Program, they need
not be a kind that would be permissible
as charges to Federal funds. Money re-
ceived by the State agency as a result
of civil money penalties or fines as-
sessed against a vendor and any inter-
est charged in the collection of these
penalties and fines shall be considered
as program income.

[50 FR 6121, Feb. 13, 1985, as amended at 63
FR 63974, Nov. 18, 1998; 64 FR 13324, Mar. 18,
1999]

§246.16 Distribution of funds.

(a) General. This paragraph describes
the timeframes for distribution of ap-
propriated funds by the Department to
participating State agencies and the
authority for the Secretary to use ap-
propriated funds for evaluation studies
and demonstration projects.

(1) Authorized appropriations to
carry out the provisions of this section
may be made not more than 1 year in
advance of the beginning of the fiscal
year in which the funds shall become
available for disbursement to the State
agencies. The funds shall remain avail-
able for the purposes for which appro-
priated until expended.

(2) In the case of appropriations legis-
lation providing funds through the end
of a fiscal year, the Secretary shall
issue to State agencies an initial allo-
cation of funds provided under such
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