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(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.

§ 277.9 Administrative costs principles.
(a) This section prescribes specific

policies and procedures governing
State agencies for funding under this
part.

(b) Any cost related to determining
the Food Stamp eligibility of AFDC
cases shall be included as part of the
AFDC determination costs and claims.
They are not 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.

§ 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).

(c) Income resulting from the sale of
real and personal property whose ac-
quisition cost was borne in whole or in
part with Program funds shall be re-
mitted to FNS or applied to the Fed-
eral share of current program costs in
accordance with § 277.13. All other sales
proceeds will be handled in accordance
with § 277.13.

(d) Unless there is a prior agreement
between FNS and the State agency, the
State agency shall have no obligation
to FNS with respect to royalties re-
ceived from copyrights or patents pro-
duced as a result of activities financed
with program administrative funds.
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