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direct or indirect costs. Examples of 
such transactions are: Purchase dis-
counts; rebates or allowances; recov-
eries or indemnities on losses; sale of 
publications, equipment, and scrap; in-
come from personal or incidental serv-
ices; and adjustments of overpayments 
or erroneous charges. 

Disbursements refers to the transfer of 
funds by the state agency to pay for 
Program costs resulting from pur-
chased or expired goods and services. 

Expendable personal property means 
all tangible personal property other 
than nonexpendable property. 

Program funds means money, or prop-
erty provided in lieu of money, paid for 
or furnished by FNS to a State agency. 

Funds available to the State agency 
may include contributions from third 
parties including other Federal agen-
cies. 

In-kind contributions refers to the 
value of noncash contributions. Only 
when authorized by Federal legislation 
may property purchased with Federal 
funds be considered as a State agency’s 
in-kind contribution. In-kind contribu-
tions may be for the value of real and/ 
or nonexpendable personal property or 
the value of goods and services pro-
vided specifically to the project or pro-
gram. 

Nonexpendable personal property 
means tangible personal property hav-
ing a useful life of more than one year 
and an acquisition cost of more than 
$300 per unit. A State agency may use 
its own definition of nonexpendable 
personal property provided that such 
definition would at least include all 
tangible personal property as defined 
herein. 

Obligations are the amounts of orders 
placed, contracts awarded, services re-
ceived, and similar transactions during 
a given period which require payment. 

Offset means a method to recover 
funds due FNS through use of the Let-
ter of Credit system. Recovery is ac-
complished by accounting adjustments 
to increase Federal funds on hand or 
disbursed. 

OMB means the Office of Manage-
ment and Budget. 

Personal property means property of 
any kind except real property. It may 
be tangible (having physical existence) 
or intangible (having no physical exist-

ence) such as patents, inventions and 
copyrights. 

Program means both the Food Stamp 
Program and the Food Distribution 
Program on Indian Reservations. 

Program closeout means the process 
by which FNS determines that all ap-
plicable administrative and financial 
processes have been completed by the 
State agency and FNS terminates the 
program in the affected project area or 
areas. 

Project costs are allowable costs as set 
forth in this part. 

Real property means land, land im-
provements, structure and appur-
tenances thereto, excluding movable 
machinery and equipment. 

State agency means the organization 
as defined in 7 CFR 271.1. 

State agency costs means the State 
agency outlays from its funds available 
for program administration. Unless au-
thorized by Federal legislation, costs 
charged to other Federal grants or to 
other Federal contracts may not be 
considered as State agency costs reim-
bursable under this authority. 

Subagency means the organization or 
person to which a State agency makes 
any payment for acquisition of goods, 
materials or services for use in admin-
istering the program and which is ac-
countable to the State agency for the 
use of funds provided. 

Terms and conditions means legal re-
quirements imposed by the Federal 
Government under statute, regula-
tions, contracts, agreements or other-
wise. 

Unliquidated obligation represents the 
amount of obligations not yet paid. 

Unobligated balance means the por-
tion of the Federal funds authorized 
less all allowable costs and unpaid obli-
gations of the State agency. 

§ 277.3 Budgets and budget revision 
procedures. 

The preparation, content, submittal, 
and revision requirements for the State 
Food Stamp Program Budget shall be 
as specified in § 272.2. The application 
for funds and budget requirements for 
the Food Distribution Program on In-
dian Reservations shall be as specified 
in § 283.9. State agencies must submit a 
budget to FNS as part of the State 
Plan each fiscal year. Upon approval of 
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the budget by FNS, administrative 
funds will be provided. 

§ 277.4 Funding. 

(a) General. This section sets allow-
able cost standards for activities of 
State agencies in administering the 
Food Stamp Program and Food Dis-
tribution Program on Indian Reserva-
tions. 

(b) Federal reimbursement rate. The 
base percentage for Federal payment 
shall be 50 percent of State agencies’ 
allowable Food Stamp Program admin-
istrative costs. This rate includes reim-
bursement for food stamp informa-
tional activities but not for recruit-
ment activities. Recruitment activities 
are those activities designed to per-
suade an individual who has made an 
informed choice not to apply for food 
stamps to change his or her decision 
and apply. 

(1) Funding of demonstration 
projects approved by FNS will be at a 
rate agreed to by FNS in accordance 
with the requirements outlined in part 
282. 

(2) The reimbursement of administra-
tive costs to State agencies admin-
istering the program on Indian reserva-
tions shall be in accordance with the 
requirements of parts 281 and 283. 

(3) the federally funded share of ad-
ministrative costs, as identified in 
paragraph (b) of this section may be de-
creased based upon its payment error 
rate as described in § 275.23. The rates 
of Federal funding for the activities 
identified in paragraphs (b)(1) and (b)(2) 
of this section shall not be reduced 
based upon the agency’s payment error 
rate. 

(4) Employment and training pro-
gram grants, as outlined in § 273.7(d) 
shall be 100 percent federally-funded. 

(c) Matching costs. State agency costs 
for Federal matching funds may con-
sist of: 

(1) Charges reported on a cash or ac-
crual basis by the State agency as 
project costs. 

(2) Project costs financed with cash 
contributed or donated to the State 
agency by other non-Federal public 
agencies and institutions. 

(3) Project costs represented by serv-
ices and real or personal property do-

nated by other non-Federal public 
agencies and institutions. 

(d) All cash or in-kind contributions 
except as provided in paragraph (e) of 
this section shall be allowable as part 
of the State agency’s share of program 
costs when such contributions: 

(1) Are verifiable; 
(2) Are not contributed for another 

federally-assisted program, unless au-
thorized by Federal legislation; 

(3) Are necessary and reasonable for 
accomplishment of project objectives; 

(4) Are charges that would be allow-
able under this part; 

(5) Are not paid by the Federal Gov-
ernment under another assistance 
agreement unless authorized under the 
other agreement and its subject laws 
and regulations; and 

(6) Are in the approved budget. 
(e) The value of services rendered by 

volunteers or the value of goods con-
tributed by third parties, exclusive of 
the State and Federal agencies, are un-
allowable for reimbursement purposes 
under the Food Stamp Program. The 
value of services rendered by volun-
teers shall be allowable only to meet 
any matching administrative costs re-
quirements for the Food Distribution 
Program on Indian Reservations. 

(f) The expenses (e.g. travel, lodging, 
meals) of persons working with volun-
teer or nonprofit organizations which 
receive training and assistance pursu-
ant to § 272.4(d)(2) are not allowable. 

(g) Investigations of authorized retail 
or wholesale food concerns when per-
formed in coordination with the USDA 
Office of Inspector General and FNS 
shall be funded at the 50 percent Fed-
eral reimbursement rate. 

[Amdt. 188, 45 FR 85702, Dec. 30, 1980] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 277.4, see the List of CFR 
Sections Affected, which appears in the 
Finding Aids section of the printed volume 
and at www.fdsys.gov. 

§ 277.5 Methods of payment. 
(a) This section sets forth FNS meth-

ods for authorizing funds for State 
agencies. 

(b) The ‘‘Letter of Credit’’ (LOC) (SF– 
1193A) is the document by which an of-
ficial of FNS authorizes a State agency 
to draw funds from the United States 
Treasury. This shall be the preferred 
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