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(ii) Direct and indirect costs. Direct
costs are food and administrative costs
incurred specifically for the SFMNP.
Indirect costs are administrative costs
that benefit multiple programs or ac-
tivities, and cannot be identified to
any one program or activity without
effort disproportionate to the results
achieved. In accordance with the provi-
sions of part 3016 of this title, a claim
for reimbursement of indirect costs
shall be supported by an approved allo-
cation plan for the determination of
such costs. An indirect cost rate devel-
oped through such an allocation plan
may not be applied to a base that in-
cludes food costs.

(2) Costs allowable with prior approval.
A State or local agency must obtain
prior approval in accordance with part
3016.22 of this title before charging to
the SFMNP any capital expenditures
and other cost items designated by
part 3016.22 of this title as requiring
such approval.

(3) Unallowable costs. Costs that are
not reasonable and necessary for
SFMNP purposes, or that do not other-
wise satisfy the cost principles of part
3016.22 of this title, are unallowable.
Notwithstanding any other provision of
part 3016 of this title or this Part, the
cost of constructing or operating a
farmers’ market is unallowable. The
use of SFMNP funds to supplement
congregate meal programs is prohib-
ited. Unallowable costs may never be
claimed for Federal reimbursement.

(b) Specified allowable administrative
costs. Allowable administrative costs
include the following:

(1) The costs associated with admin-
istration and start-up;

(2) The costs associated with the pro-
vision of nutrition education that
meets the requirements of §249.9;

(3) The costs of SFMNP coupon
issuance, or participant education cov-
ering proper coupon redemption proce-
dures;

(4) The cost of eligibility determina-
tions and outreach services;

(5) The costs associated with the cou-
pon and market management process,
such as printing SFMNP coupons, proc-
essing redeemed coupons, purchasing
bags or other containers to be used in
home-delivery and bulk purchase oper-
ations, and training farmers, market
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managers, and/or farmers who operate
CSA programs on SFMNP operations;

(6) The cost of monitoring and re-
viewing Program operations;

(7) The cost of SFMNP training;

(8) The cost of required reporting and
recordkeeping;

(9) The cost of determining which
local sites will be utilized;

(10) The cost of recruiting and au-
thorizing farmers, farmers’ markets,
roadside stands, and/or CSA programs
to participate in the SFMNP;

(11) The cost of preparing contracts
for farmers, farmers’ markets, roadside
stands, and/or CSA programs;

(12) The cost of developing a data
processing system for redemption and
reconciliation of SFMNP coupons;

(13) The cost of designing program
training and informational materials;
and

(14) The cost of coordinating SFMNP
responsibilities between designated ad-
ministering agencies.

§249.13 Program income.

Program income means gross income
the State agency earns from grant sup-
ported activities. It includes fees for
services performed and receipts from
the use or rental of real or personal
property acquired with Federal grant
funds, but does not include proceeds
from the disposition of such property.
The State agency must retain Program
income earned during the agreement
period and use it for Program purposes
in accordance with the addition meth-
od described in part 3016.25(g)(2) of this
title. Fines, penalties or assessments
paid by local agencies or farmers,
farmers’ markets, roadside stands, and/
or CSA program are also deemed to be
Program income. The State agency
must ensure that the sources and appli-
cations of Program income are fully
documented.

§249.14 Distribution of funds to State
agencies.

(a) State Plan and agreement. As a pre-
requisite to the receipt of Federal
funds, a State agency must have its
State Plan approved and must execute
an agreement with FNS in accordance
with §249.3(c).
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(b) Distribution of SFMNP funds to pre-
viously participating State agencies. Pro-
vided that sufficient SFMNP funds are
available, each State agency that par-
ticipated in the SFMNP in any prior
fiscal year shall receive not less than
the amount of funds the State agency
received in the most recent fiscal year
in which it received funding, if it oth-
erwise complies with the requirements
established in this Part.

(c) Ratable reduction. If amounts ap-
propriated for any fiscal year for
grants under the SFMNP are not suffi-
cient to pay to each previously partici-
pating State agency at least an
amount as identified in paragraph (b)
of this section, each State agency’s
grant must be ratably reduced. How-
ever, to the extent permitted by avail-
able funds, each State agency shall re-
ceive at least $75,000 or the amount
that the State agency received for the
most recent prior fiscal year in which
the State participated, if that amount
is less than $75,000.

(d) Expansion of participating State
agencies and establishment of new State
agencies. Any SFMNP funds remaining
for allocation after meeting the re-
quirements of paragraph (b) of this sec-
tion shall be allocated in the following
manner:

(1) Of the remaining funds, 75 percent
shall be made available to State agen-
cies already participating in the
SFMNP that wish to serve additional
participants or increase the current
benefit level. If this amount is greater
than that necessary to satisfy all State
Plans approved for expansion, the
unallocated amount shall be applied
toward satisfying any unmet need in
paragraph (d)(2) of this section.

(2) Of the remaining funds, 25 percent
shall be made available to State agen-
cies that have not participated in the
SFMNP in any prior fiscal year. If this
amount is greater than that necessary
to satisfy the approved State Plans for
new States, the unallocated amount
shall be applied toward satisfying any
unmet need in paragraph (d)(1) of this
section. FNS reserves the right not to
fund every State agency with an ap-
proved State Plan.

(e) Expansion for current State agen-
cies. In providing funds to State agen-
cies that participated in the SFMNP in

§249.15

the previous fiscal year, FNS must con-
sider on a case-by-case basis the fol-
lowing factors:

(1) Whether the State agency utilized
at least 80 percent of its prior year food
grant. States that did not spend at
least 80 percent of their prior year food
grant may still be eligible for expan-
sion funding if, in the judgment of
FNS, good cause existed which was be-
yond the management control of the
State, such as severe weather condi-
tions or unanticipated decreases in par-
ticipant caseload;

(2) Documentation supporting the
funds expansion request as outlined in
§249.4(a)(23); and

(3) Whether the State agency cur-
rently issues a participant benefit
greater than $50. Such State agencies
will not be eligible to receive addi-
tional SFMNP funds for expansion
until the maximum participant benefit
no longer exceeds $50.

(f) Funding of new State agencies.
Funds will be awarded to new SFMNP
State agencies In accordance with
§249.5.

(g) Administrative funding. A State
agency will have available for adminis-
trative costs an amount not greater
than 10 percent of the total SFMNP
funds it receives.

(h) Recovery of unused funds. State
agencies must return to FNS any unex-
pended funds made available for a
given fiscal year by February 1 of the
following fiscal year.

§249.15 Closeout procedures.

(a) General. State agencies must sub-
mit to FNS a final closeout report for
the fiscal year on a form prescribed by
FNS and on a date specified by FNS.

(b) Grant closeout procedures. When
grants to State agencies are termi-
nated, the following procedures shall
be followed in accordance with part
3016 of this title.

(1) ENS may disqualify a State agen-
cy’s participation under the SFMNP, in
whole or in part, or take such remedies
as may be appropriate, whenever FNS
determines that the State agency
failed to comply with the conditions
prescribed in this part, in its Federal-
State Agreement, or in FNS guidelines
and Instructions. FNS will promptly
notify the State agency in writing of
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