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month covered by the report. States
shall not receive Program funds for
any month for which the final report is
not postmarked and/or submitted with-
in this time limit unless FNS grants an
exception. Upward adjustments to a
State’s report shall not be made after
90 days from the month covered by the
report unless authorized by FNS.
Downward adjustments shall always be
made without FNS authorization, re-
gardless of when it is determined that
such adjustments need to be made. Ad-
justments to a State’s report shall be
reported to FNS in accordance with
procedures established by FNS. Each
State agency shall also submit to FNS
a quarterly Financial Status Report
(SF-269) on the use of Program funds.
Such reports shall be submitted no
later than 30 days after the end of each
fiscal year quarter. Obligations shall be
reported only for the fiscal year in
which they occur. Action may be taken
against the State agency, in accord-
ance with §225.5(a)(1), for failure to
submit accurate and timely reports.

(c) The State agency must submit to
FNS a final Financial Status Report no
later than 120 days after the end of the
fiscal year, on a form (SF-269) provided
by FNS. Any requested increase in re-
imbursement levels for a fiscal year re-
sulting from corrective action taken
after submission of the final Program
Operations and Financial Status Re-
ports shall be submitted to FNS for ap-
proval. The request shall be accom-
panied by a written explanation of the
basis for the adjustment and the ac-
tions taken to minimize the need for
such adjustments in the future. If FNS
approves such an increase, it will make
payment, subject to availability of
funds. Any reduction in reimbursement
for that fiscal year resulting from cor-
rective action taken after submission
of the final fiscal year Program Oper-
ations and Financial Status Reports
shall be handled in accordance with the
provisions of §225.12(d), except that
amounts recovered may not be used to
make Program payments.

(d) By October 15, each State agency
shall submit to FNS, on a form pro-
vided by FNS, information concerning
each food service management com-
pany which applied to the State agency
for registration for that calendar
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year’s Program. This information shall
be made available to State agencies
upon request in order to ensure that
only qualified food service manage-
ment companies contract for services
in all States. FNS shall allow any food
service management company to re-
view the information concerning that
company which was submitted to FNS
in accordance with this paragraph.

(e) No later than May 1 of each year,
State agencies shall submit to the ap-
propriate FNSRO a list of names and
addresses of each potential private
nonprofit organization, the geographi-
cal area(s) which such potential spon-
sors propose to serve, the approximate
number of sites which they propose to
serve and, whenever possible, the loca-
tion and estimated dates of operation
and daily attendance of each proposed
site. Such listing shall be based on the
information gathered and analyzed in
accordance with §225.6(a)(3) of this
part. In addition, within five working
days of approving a private nonprofit
organization to participate in the Pro-
gram, State agencies shall notify FNS
of such approval and shall provide up-
dated information for each of the pri-
vate nonprofit organization’s approved
sites regarding the sites’ locations,
dates of operation, and estimated daily
attendance; the duration, number, and
type(s) of approved meal service at
each site; and whether the site is rural
or urban, vended or self-preparation,
enrolled or open, or is a homeless feed-
ing site.

[54 FR 18208, Apr. 27, 1989, as amended at 55
FR 13469, Apr. 10, 1990]

§225.9 Program assistance to spon-
sors.

(a) Start-up payments. At their discre-
tion, State agencies may make start-
up payments to sponsors which have
executed Program agreements. Start-
up payments shall not be made more
than two months before the sponsor is
scheduled to begin food service oper-
ations and shall not exceed 20 percent
of the sponsor’s approved administra-
tive budget. The amount of the start-
up payment shall be deducted from the
first advance payment for administra-
tive costs or, if the sponsor does not re-
ceive advance payments, from the first
administrative reimbursement.
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(b) Commodity assistance. (1) Sponsors
eligible to receive commodities under
the Program include: Self-preparation
sponsors; sponsors which have entered
into an agreement with a school or
school food authority for the prepara-
tion of meals; and sponsors which are
school food authorities and have com-
petitively procured Program meals
from the same food service manage-
ment company from which they com-
petitively procured meals for the Na-
tional School Lunch Program during
the last period in which school was in
session. The State agency shall make
available to these sponsors information
on available commodities. Sponsors
shall use in the Program food donated
by the Department and accepted by
sponsors.

(2) Not later than June 1 of each
year, State agencies shall prepare a list
of the sponsors which are eligible to re-
ceive commodities and the average
daily number of eligible meals to be
served by each of these sponsors. If the
State agency does not handle the dis-
tribution of commodities donated by
the Department, this list shall be for-
warded to the agency of the State re-
sponsible for the distribution of com-
modities. The State agency shall be re-
sponsible for promptly revising the list
to reflect additions or terminations of
sponsors and for adjusting the average
daily participation data as it deems
necessary.

(c) Advance payments. At the spon-
sor’s request, State agencies shall
make advance payments to sponsors
which have executed Program agree-
ments in order to assist these sponsors
in meeting operating costs and admin-
istrative expenses. For sponsors oper-
ating under a continuous school cal-
endar, all advance payments shall be
forwarded on the first day of each
month of operation. Advance payments
shall be made by the dates specified in
paragraphs (c) (1) and (2) of this section
for all other sponsors whose requests
are received at least 30 days prior to
those dates. Requests received less
than 30 days prior to those dates shall
be acted upon within 30 days of receipt.
When making advance payments, State
agencies shall observe the following
criteria:
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(1) Operating costs. (i) State agencies
shall make advance payments for oper-
ating costs by June 1, July 15, and Au-
gust 15. To be eligible for the second
advance payment, the sponsor must
have conducted training sessions cover-
ing Program duties and responsibilities
for its own personnel and for site per-
sonnel. A sponsor shall not receive ad-
vance operating cost payments for any
month in which it will participate in
the Program for less than ten days.

(ii) To determine the amount of the
advance payment to any sponsor, the
State agency shall employ whichever
of the following methods will result in
the larger payment:

(A) The total operating costs paid to
the sponsor for the same calendar
month in the preceding year; or

(B) For vended sponsors, 50 percent of
the amount determined by the State
agency to be needed that month for
meals, and, for self-preparation spon-
sors, 65 percent of the amount deter-
mined by the State agency to be need-
ed that month for meals.

(2) Administrative costs. (i) State agen-
cies shall make advance payments for
administrative costs by June 1 and
July 15. To be eligible for the second
advance payment, the sponsor must
certify that it is operating the number
of sites for which the administrative
budget was approved and that its pro-
jected administrative costs do not dif-
fer significantly from the approved
budget. A sponsor shall not receive ad-
vance administrative costs payments
for any month in which it will partici-
pate in the Program for less than 10
days. However, if a sponsor operates for
less than 10 days in June but for at
least 10 days in August, the second ad-
vance administrative costs payment
shall be made by August 15.

(ii) Each payment shall equal one-
third of the total amount which the
State agency determines the sponsor
will need to administer its program.
For sponsors which will operate for 10
or more days in only one month and,
therefore, will qualify for only one ad-
vance administrative costs payment,
the payment shall be no less than one-
half, and no more than two-thirds, of
the total amount which the State
agency determines the sponsor will
need to administer its program.
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(3) Advance payment estimates. When
determining the amount of advance
payments payable to the sponsor, the
State agency shall make the best pos-
sible estimate based on the sponsor’s
request and any other available data.
Under no circumstances may the
amount of the advance payment for op-
erating or administrative costs exceed
the amount estimated by the State
agency to be needed by the sponsor to
meet operating or administrative
costs, respectively.

(4) Limit. The sum of the advance op-
erating and administrative costs pay-
ments to a sponsor for any one month
shall not exceed $40,000 unless the
State agency determines that a larger
payment is necessary for the effective
operation of the Program and the spon-
sor demonstrates sufficient adminis-
trative and managerial capability to
justify a larger payment.

(5) Deductions from advance payments.
The State agency shall deduct from ei-
ther advance operating payments or
advance administrative payments the
amount of any previous payment which
is under dispute or which is part of a
demand for recovery under §225.12.

(6) Withholding of advance payments. If
the State agency has reason to believe
that a sponsor will not be able to sub-
mit a valid claim for reimbursement
covering the month for which advance
payments have already been made, the
subsequent month’s advance payment
shall be withheld until a valid claim is
received.

(7) Repayment of excess advance pay-
ments. Upon demand of the State agen-
cy, sponsors shall repay any advance
Program payments in excess of the
amount cited on a valid claim for reim-
bursement.

(d) Reimbursements. Sponsors shall
not be eligible for reimbursements for
operating and administrative costs un-
less they have executed an agreement
with the State agency. All reimburse-
ments shall be in accordance with the
terms of this agreement. Reimburse-
ments shall not be paid for meals
served at a site before the sponsor has
received written notification that the
site has been approved for participa-
tion in the Program. Income accruing
to a sponsor’s program shall be de-
ducted from combined operating and
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administrative costs. The State agency
may make full or partial reimburse-
ment upon receipt of a claim for reim-
bursement, but shall first make any
necessary adjustments in the amount
to be paid. The following requirements
shall be observed in submitting and
paying claims:

(1) No reimbursement may be issued
until the sponsor certifies that it oper-
ated all sites for which it is approved
and that there has been no significant
change in its projected administrative
costs since its preceding claim and, for
a sponsor receiving an advance pay-
ment for only one month, that there
has been no significant change in its
projected administrative costs since its
initial advance administrative costs
payment.

(2) Sponsors which operate less than
10 days in the final month of oper-
ations shall submit a combined claim
for the final month and the immediate
preceding month within 60 days of the
last day of operation.

(3) The State agency shall forward re-
imbursements within 45 days of receiv-
ing valid claims. If a claim is incom-
plete or invalid, the State agency shall
return the claim to the sponsor within
30 days with an explanation of the rea-
son for disapproval. If the sponsor sub-
mits a revised claim, final action shall
be completed within 45 days of receipt.

(4) Claims for reimbursement shall
report information in accordance with
the financial management system es-
tablished by the State agency, and in
sufficient detail to justify the reim-
bursement claimed and to enable the
State agency to provide the Reports of
Summer Food Service Program Oper-
ations required under §225.8(b). In sub-
mitting a claim for reimbursement,
each sponsor shall certify that the
claim is correct and that records are
available to support this claim. Failure
to maintain such records may be
grounds for denial of reimbursement
for meals served and/or administrative
costs claimed during the period cov-
ered by the records in question. The
costs of meals served to adults per-
forming necessary food service labor
may be included in the claim. Under no
circumstances may a sponsor claim the
cost of any disallowed meals as operat-
ing costs.
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(5) A final Claim for Reimbursement
shall be postmarked and/or submitted
to the State agency not later than 60
days after the last day of the month
covered by the claim. State agencies
may establish shorter deadlines at
their discretion. Claims not filed with-
in the 60 day deadline shall not be paid
with Program funds unless FNS deter-
mines that an exception should be
granted. The State agency shall
promptly take corrective action with
respect to any Claim for Reimburse-
ment as determined necessary through
its claim review process or otherwise.
In taking such corrective action, State
agencies may make upward adjust-
ments in Program funds claimed on
claims filed within the 60 day deadline
if such adjustments are completed
within 90 days of the last day of the
month covered by the claim and are re-
flected in the final Program Operations
Report (FNS-418). Upward adjustments
in Program funds claimed which are
not reflected in the final FNS-418 for
the month covered by the claim cannot
be made unless authorized by FNS.
Downward adjustments in Program
funds claimed shall always be made
without FNS authorization, regardless
of when it is determined that such ad-
justments are necessary.

(6) With the exception of academic-
year NYSP sponsors, whose reimburse-
ments are set forth in paragraph (d)(10)
of this section, payments to a sponsor
for operating costs shall equal the less-
er of the following totals:

(i) The actual operating costs in-
curred by the sponsor; or

(if) The sum of the amounts derived
by multiplying the number of meals,
by type, actually served under the
sponsor’s program to eligible children
by the current rates for each meal
type, as adjusted in accordance with
paragraph (d)(8) of this section.

(7) With the exception of academic-
year NYSP sponsors, whose reimburse-
ments are set forth in paragraph (d)(10)
of this section, payments to a sponsor
for administrative costs shall equal the
lowest of the following totals:

(i) The amount estimated in the
sponsor’s  approved administrative
budget (taking into account any
amendments);
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(ii) The actual administrative costs
incurred by the sponsor; or

(iii) The sum of the amounts derived
by multiplying the number of meals,
by type, actually served under the
sponsor’s program to eligible children
by the current administrative rates for
each meal type, as adjusted in accord-
ance with paragraph (d)(8) of this sec-
tion. Sponsors shall be eligible to re-
ceive additional administrative reim-
bursement for each meal served to par-
ticipating children at rural or self-
preparation sites, and the rates for
such additional administrative reim-
bursement shall be adjusted in accord-
ance with paragraph (d)(8) of this sec-
tion.

(8) Each January 1, FNS shall publish
a notice in the FEDERAL REGISTER an-
nouncing any adjustment to the reim-
bursement rates described in para-
graphs (d) (6)(ii) and (7)(iii) of this sec-
tion. Adjustments shall be based upon
changes in the series for food away
from home of the Consumer Price
Index for all Urban Consumers since
the establishment of the rates.

(9) Sponsors of camps shall be reim-
bursed only for meals served to chil-
dren in camps whose eligibility for
Program meals is documented. Spon-
sors of NYSP sites shall only claim re-
imbursement for meals served to chil-
dren enrolled in the NYSP.

(10) Sponsors of NYSP sites operating
during the academic year shall claim
reimbursement for no more than 30
days of meal service for the period Oc-
tober through April. For meals served
to children at NYSP sites during the
months October through April, spon-
sors shall be reimbursed as follows:

(i) For each eligible lunch or supper
served, the rate for lunches served free
in the National School Lunch Program,
as described in 7 CFR part 210,
§210.4(b).

(i) For each eligible breakfast or
supplement served, the rate for severe
need breakfasts served free in the
School Breakfast Program, as de-
scribed in 7 CFR part 220, §220.9(b).

(11) If a State agency has reason to
believe that a sponsor or food service
management company has engaged in
unlawful acts in connection with Pro-
gram operations, evidence found in au-
dits, reviews, or investigations shall be
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a basis for nonpayment of the applica-
ble sponsor’s claims for reimburse-
ment.

(e) The sponsor may claim reim-
bursement for any meals which are ex-
amined for meal quality by the State
agency, auditors, or local health au-
thorities and found to meet the meal
pattern requirements.

(f) The sponsor shall not claim reim-
bursement for meals served to children
at any site in excess of the site’s ap-
proved level of meal service, if one has
been established wunder §225.6(d)(2).
However, the total number of meals for
which operating costs are claimed may
exceed the approved level of meal serv-
ice if the meals exceeding this level
were served to adults performing nec-
essary food service labor in accordance
with paragraph (d)(4) of this section. In
reviewing a sponsor’s claim, the State
agency shall ensure that reimburse-
ments for second meals are limited to
the percentage tolerance established in
§225.15(b)(4).

[54 FR 18208, Apr. 27, 1989, as amended at 55
FR 13469, Apr. 10, 1990]

§225.10 Audits and management eval-
uations.

(a) Audits. State agencies shall ar-
range for audits of their own oper-
ations to be conducted in accordance
with the Department’s Uniform Fed-
eral Assistance Regulations (7 CFR
part 3015). Unless otherwise exempt,
sponsors shall arrange for audits to be
conducted in accordance with 7 CFR
part 3015. State agencies shall provide
OIG with full opportunity to audit the
State agency and sponsors. Each State
agency shall make available its
records, including records of the re-
ceipt and expenditure of funds, upon a
reasonable request from OIG. While
OIG shall rely to the fullest extent fea-
sible upon State-sponsored audits of
sponsors, it shall, when considered nec-
essary, (1) make audits on a State-wide
basis, (2) perform on-site test audits,
and (3) review audit reports and related
working papers of audits performed by
or for State agencies.

(b) Management evaluations. (1) State
agencies shall provide FNS with full
opportunity to conduct management
evaluations (including visits to spon-
sors) of all operations of the State
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agency. Each State agency shall make
available its records, including records
of the receipts and expenditures of
funds, upon a reasonable request by
FNS.

(2) The State agency shall fully re-
spond to any recommendations made
by FNSRO pursuant to the manage-
ment evaluation.

(3) FNSRO may require the State
agency to submit on 20 days notice a
corrective action plan regarding seri-
ous problems observed during any
phase of the management evaluation.

(c) Disregards. In conducting manage-
ment evaluations or audits for any fis-
cal year, the State agency, FNS or OIG
may disregard overpayment which does
not exceed $100 or, in the case of State
agency administered programs, does
not exceed the amount established by
State law, regulations or procedures as
a minimum for which claims will be
made for State losses generally. No
overpayment shall be disregarded, how-
ever, when there are unpaid claims for
the same fiscal year from which the
overpayment can be deducted or when
there is substantial evidence of viola-
tion of criminal law or civil fraud stat-
utes.

§225.11 Corrective action procedures.

(a) Purpose. The provisions in this
section shall be used by the State agen-
cy to improve Program performance.

(b) Investigations. Each State agency
shall promptly investigate complaints
received or irregularities noted in con-
nection with the operation of the Pro-
gram, and shall take appropriate ac-
tion to correct any irregularities. The
State agency shall maintain on file all
evidence relating to such investiga-
tions and actions. The State agency
shall inform the appropriate FNSRO of
any suspected fraud or criminal abuse
in the Program which would result in a
loss or misuse of Federal funds. The
Department may make investigations
at the request of the State agency, or
where the Department determines in-
vestigations are appropriate.

(c) Denial of applications and termi-
nation of sponsors. Except as specified
below, the State agency shall not enter
into an agreement with any applicant
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