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PRINCIPLES FOR DETERMINING COSTS APPLICABLE TO
ADMINISTRATION OF THE FOOD DISTRIBUTION PROGRAM
ON INDIAN RESERVATIONS

This Exhibit sets forth the procedures implementing uniform requirements
for the negotiations and approval of cost allocation plans with State
agencies, in accordance with the provisions of Federal Management Circular
74-4 and OASC-10, "Cost Principles and Procedures for Establishing Cost
Allocation Plans and Indirect Cost Rates for Grants and Contracts with the
Federal Government," U.S. Department of Health, Education and Welfare.
This material is adapted substantially from the circular; changes have
been made only when necessary in order to conform with legislative
constraints.

A. Purpose and scope.--(1) Objectives. This Exhibit sets forth
principles for determining the allowable costs of administering the Food
Distribution Program by State agencies under FNS approved State Plans of
Operation. The principles are for the purpose of cost determination and
are not intended to identify the circumstances or dictate the extent of
Federal and State or local participation in the financing of the Program.
They are designed to provide that all Federally assisted programs bear
their fair share of costs recognized under these principles, except where
restricted or prohibited by law. No provision for profit or other increment
above -cost is intended. .

(2) Policy guides. The application of these principles is based on
the fundamental premises that: (a) State agencies are responsible for
the efficient and effective administration of the Food Distribution Program
through the application of sound management practices.

(b) The State agency assumes the responsibility for seeing-that
Food Distribution Program funds have been expended and accounted for
consistent with underlying agreements and program objectives.

(c) Each State agency, in recognition of its own unique
combination of staff facilities and experience, will have the primary
responsibility for employing whatever form of organization and management
techniques as may be necessary to assure proper and efficient administration.

(3) Application. These principles will be applied by FNS in
determining costs incurred by State agencies receiving FNS payments for
administering the Food Distribution Program.

B. Definitions. Approval or authorization by FNS means documentation
evidencing consent prior~to incurring specific costs.

Cognizant Federal Agency means the Federal agency recognized by
OMB as having the predominate interest in terms of program dollars.
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. Cost allocation plan means the documentation identifying,
accumulating, and distributing allowable costs of program administration
together with the allocation methods used.

Cost, as used herein, means cost as determined on a cash, accrual,
or other basis acceptable to FNS as a discharge of the State agency s
accountability for FNS funds.

Cost center means a pool, summary account, objective or area
established for the accumulation of costs. Such areas include objective
organizational units, functions, objects or items of expense, as well as
ultimate cost objective(s) including specific costs, products, projects,
contracts, programs and other operatioms.

Federal agency means FNS and also any department, agency,
commission, or instrumentality in the executive branch of the Federal
Government which makes grants to or contracts with State, local, or Indian
tribal governments.

Payments for administrative costs means reimbursement or advances
for costs to State agencies pursuant to any agreement whereby FNS provides
funds to carry out programs, services, or activities in connection with
administration of the Food Distribution Program. The principles and policies
stated in this Exhibit as applicable to program payments in general also apply
to any State agency obligations under a cost reimbursement type of agreement
performed by a subagency, including contracts and subcontracts.

Food Distribution Program administration means those activities
and operations of the State agency which are necessary to carry out the
purposes of the Food Stamp Act of 1977 and 1304(a) of the Food and
Agriculture Act of 1977, 1nc1uding any portion of the Program financed
by the State agency.

Local unit means’ any political subdivision of government below the
State agency level. . :

Other agencies of the State means depaf:nents or agencies of
the State or local unit which provide goods, facilities, and services to
a State agency.

Subagencies means the organization or person to which a State agency
makes any payment for acquisition of goods, materials or services for use
in administering the Food Distribution Program and which is accountable
to the State agency for the use of the funds provided.

Services, as used herein, means goods and facilities, as well
as services. -
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Supporting services means auxiliary functions necessary to
sustain the direct effort of administering the Food Distribution Program.
These services may be centrailzed in the State agency or in some other
agency, and include procurement, payroll, personnel functions, maintenance
and operation of -space, data pProcessing, accounting, budgeting, auditing
mail and messenger service, and the like.

C. Basic guidelines.--(1) Factors affecting allowability of costs.
To be allowable under the Food Distribution Program, costs must meet the
following general criteria:

(a) Be necessary and reasonable for proper and efficient
administration of the Program, be allocable thereto under these principles,
and, except as specifically provided herein, not be a general expense
- required to carry out the overall responsibilities of State, local, or
Indian tribal governments.

(b) Be authorized or not: prohibited under State, local, or
Indian tribal laws or regulations. :

(¢) Conform to any limitations or exclusions set forth in
these principles, Federal laws, or other governing limitations as to
types or amounts of cost items.

(d) Be consistent with policies, regulations, and procedures
that apply uniformly to both Federally-assisted and other activities of
the unit of government of which the State agency is a part.

(e) Be accorded consistent treatment through application
of generally accepted accounting principles appropriate to the circumstances.

(f) Not be allocable to or included as a cost to any other
Federally financed program in either the current or a pPrior period.

(g8) Be the net of all applicable credits.

(2) Allocable costs. (a) A cost allocable to a particular cost
objective to the extent of benefits received by such objective.

(b) Any cost allocable to a particular program or cost
objective under these principles may not be shifted to other Federal programs
to overcome fund deficiencies, avoid restrictions imposed by law or grant
agreements, or for other reasons.

(c) Where an allocation of joint cost will ultimately result
in charges to the Program, an allocation Plan will be required as prescribed
in Section 1 of these principles.

(3) Applicable credits. (a) Applicable credits refer to those
receipts or reduction of expenditure-type transactions which offset or reduce
expense items allocable to programs as direct or indirect costs. Examples

3



FNS HANDBOOK 501
EXHIBIT H

of such transactions are: Purchase discounts; rebates or allowances;
recoveries or indemnities on losses; sale of publications, equipment,

and scrap; income from personal or icidental services; and adjustments»of
overpayments or_erroneous charges.

(b) Applicable credits may also arise when Federal funds are
received or are available from sources other than FNS to finance operations
or capital items donated or financed by the Federal Government to fulfill
matching requirements under another program. These types of credits
should likewise be used to reduce related expenditures in determining the
rates or amounts applicable to a given program.

D. Composition of cost.--(1l) Total cost. The total cost of a program
is comprised of the allowable direct cost incident to its performance,
Plus its allocable portion of allowable indirect costs, less applicable
credits.

(2) Classification of costs. There is no universal rule for
classifying certain costs as either direct or indirect under every
accounting system. A cost may be direct with respect to some specific
service or function, but indirect with respect to a program or other
ultimate cost objective. However, it is essential that each item of cost
be treated consistently either as a direct or an indirect cost. Specific
guides for determining direct and indirect costs allocable under the Focd
Distribution Program are provided in the section which follows.

E. Direct costs.--(1) General. Direct costs are those that can
be identified specifically with a particular cost objective. These costs
may be charged directly to the Food Distribution Program, contracts, or
to other programs against which costs are finally lodged. Direct costs
may also be charged to cost objectives used for the accumulation of cost
pending distribution in due course to programs and other ultimate cost
objectives.

(2) Applicationl Typi&al direct }osts chargeable to the Food
Distribution Program are: (a) Compensation of employees for the time and
effort devoted specifically to the administration of the Program.

(b) Cost of materials acquired, consumed, or expended
specifically for the pnrpose of the Progranm.

(c) Equipment and o:her approved capital expenditures.

(d) Other items of expense incurred specifically for efficiently
and effectively administering the Food Distribution Program. .

(e) Services furnished specifically for the Program by other
agencies, provided such charges are consistent with criteria outlined in
Section G of these principles.._ - . .
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F. 1Indirect costs.--(1) General. Indirect costs are those:

(a) Incurred for a common or joint purpose benefiting more
than one cost objective.

(b) Not readily assignable to the cost objectives specifically
benefited, without effort disproportionate to the result achieved.

The term indirect cost as used herein applies to costs of this
type originating in the State agency, as well as those incurred by other
departments in supplying goods, services, and facilities to the State
agency. To facilitate equitable distribution of indirect expenses to the
cost objectives served, it may be necessary to establish a number of pools
of indirect cost within a State agency or in other agencies providing
services to a State agency. Indirect cost pools should be distributed
to benefiting cost objectives on bases which will produce an equitable
result in consideration of relative benefits derived.

(2) State agency indirect costs. All State agency indirect costs,
including the various levels of supervision, are eligible for allocation
to the Program provided they meet the conditions set forth in their
principles. In lieu of determining the actual amount of State agency indirect
cost allocable to the Program, the following methods may be used:

(a) Predetermined fixed rates for indirect costs. A predetermined
fixed rate for computing indirect costs applicable to program administration
may be negotiated annually in situations where the cost experience and
other pertinent facts available are deemed sufficient to enable the parties
to reach an informed judgement: (1) as to the probable level of indirect
costs, in the State agency during the period to be covered by the negotiated
rate, and (2) that the amount allowable under the predetermined rate would
not exceed actual indirect costs.

(b) Negotiated lump sum for overhead. A negotiated fixed
amount in lieu of indirect costs may be appropriate under circumstances where
the benefits derived from a State agency's indirect services cannot be
readily determined as in the case of a8 small self-contained or isolated
activity. When this method is used, a determination should be made that
the amount negotiated will be approximately the same as the actual indirect
cost that may be incurred. Such amounts negotiated in lieu of indirect costs
will be treated as an offset to total indirect expenses of the State agency
before allocation to remaining activities. The base on which such remaining
expenses are allocated should be appropriately adjusted.

(3) Limitation on indirect costs. Some Federal programs may
be subject to laws that limit the amount of indirect cost that may be
allowed. When the amount allowable under a statutory limitation is less
than the amount otherwise allocable as indirect costs under these pPrinciples,
the amount not recoverable as indirect costs under a program may not be
shifted to the Food Distribution Program.
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G. Cost incurred by other agencies of the State.--(l) General.
The cost of service provided by other agencies may only include allowable
direct costs of the service plus a pro rata share of allowable supporting
costs and supervision directly required in performing the service, but not
supervision of a general nature such as that provided by the head of a
department and his staff assistants not directly involved in operations.
However, supervision by the head of a department or agency whose sole
function is providing the service furnished would be an eligible cost.
Supporting costs include those furnished by other units of the supplying
department or by other agencies.

(2) Alternative methods of determining indirect cost. " In lieu of
determining actual indirect cost related to a particular service furnished
by other agencies of the State, either of the following alternative
methods may be used, provided only one method is used for a specific service
during the fiscal year involved.

(a) Standard indirect rate. An amount equal to ten percent
of direct labor cost in providing the service performed by other agencies
of the State (excluding overtime, shift, or holiday premiums and fringe
benefits) may be allowed in lieu of actual allowable indirect cost for
that service.

(b) Predetermined fixed rate. A predetermined fixed rate
for indirect cost of the unit or activity providing service may be negotiated
as set forth in Section F(2) of these principles. .

H. Cost incurred by State agency for others. The principles
provided in Section G will also be used in determining the cost of services
provided by the State agency to another agency.

I. Cost Allocation Plan.—(l) A cost allocation will be required
to support the distribution of any indirect costs. All costs allocable
to the Food Distribution Program under cost allocation plans will be
supported by formal accounting records which will substantiate the propriety
of eventual charges. -

(2) There are two types of cost allocation plans: (a) Statewide
or central service cost allocation plan identifies and distributes the
cost of services provided by support organizations to those departments
or units participating in Federal programs.

(b) Indirect Cost proposals distribute the administrative or
joint costs incurred by the State agency and the cost of service allocable
to it under the Statewide or central service cost allocation plan in a
ratio to all work performed by the State agency. The process involves
applying a percentage relationship of indirect cost to direct cost.
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(3) Requirements. The cost allocation plan of the State agency
shall cover all allocated costs of the department, as well as cost to be
allocated under plans of other agencies or organizational units, which are
to be included in the costs of Federally-sponsored programs. The cost
allocation plans of all the agencies rendering services to the State
agency, to the extent feasible, should be presented in.a single document.

(4) Instructions for Preparation of Cost Allocation Plans. 1In
most cases, the Department of Health, Education and Welfare, in consultation
with the other Federal agencies concerned, will be responsible for developing
and issuing the instructions for use by State agencies in preparation of
cost allocation plans. The responsibility applies to both central support
services at the State, local, and Indian tribal government level and indirect
cost proposals of individual State agencies.

(5) Submitting Plans for Approval. (a) Responsibility for
approving cost allocation plans for individual State agencies has been
assigned by the Office of Management and Budget to the cognizant Federal
agency.

(b) State cost allocation plans must be submitted to the
cognizant Federal agency within six months after the last day of the
State's fiscal year. Upon request by the State agency, an extension of
time for submittal of the cost allocation plan may be granted by the
cognizant Federal agency. It is essential that cost allocation plans
be submitted in a timely manner. Failure to submit the plans when required
will cause the State agency to become delinquent. 1In the event a State
becomes delinquent, FNS will not provide for the recovery of central
service and indirect costs, and such costs already made and claimed against
Food Distribution Program funds will be subject to disallowance.

(5) Negotiation and Approval of Cost Allocation Plans for States.
The cognizant Federal agency, in colaboration with Federal agencies
concerned, will be responsible for negotiation, approval, and audit of
cost allocation planms.

(6) Negotiation and Approval of Cost Allocation Plans for Local
Governments. Cost allocation plans will be retained at the local government
level for audit by the cognizant Federal agency except in those cases where
that agency requests that cost allocation Plans be submitted to it for
negotiation and approval.

(7) A current list of cognizant Federal agencies is maintained by
the Office of Management and Budget.

(8) Resolution of Problems. The Office of Management and
Budget will lend assistance in resolving problems encountered by Federal
agencies on cost allocation plans.
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(9) Approval by FNS. FNS reserves the right to disapprove costs
not meeting the general criteria outlined in Section C of these principles.
FNS shall promptly notify the State agenecy in writing of the disapproval,
the reason for the disapproval and the effective date. Costs incurred by
State agencies after disapproval may not be charged to FNS unless FNS
subsequently approves the cost. '

Standards for Selected Items of Cost

A. Allowable Cost. Standards for allowability of costs are
established by Federal Management Circular 74-4. These standards will
apply regardless of whether a particular item of cost is treated as
direct or indirect. Failure to mention a particular item of cost in
these standards is not intended to imply that it is either allowable
or unallowable, rather determination of allowability in each case should
be based on the treatment of standards. provided for similar or related
items of cost. The allowability of the selected items of cost is subject
to the gneral policies and principles as stated in Attachment A to Federal
Management Circular 74-4. ’

(1) Accounting. The cost of establishing and maintaining accounting
and other information systems required for the management of the Food
Distribution Program is allowable. This includes costs incurred by central
service agencies of the State or Indian tribal government for these purposes.
The cost of maintaining central accounting records required for overall
State, local, or Indian tribal governments purposes, such as appropriation
and fund accounts by the Treasurer, Tomptroller, or similar officials, is
considered to be a general expense of government and is not allowable.

(2) Advertising. - Advertising media includes newspapers,
magazines, radio and television programs, direct mail, trade papers, and
the like. The advertising costs allowable are those which are solelv for:

(a) Recruitmentlbf personnel required for the Program;
(b) Solicitation of bids for ‘the procurement of goods and
services required; : : v - :
(c) Disposal of scrap or surplus materials acquired in the
performance of the agreement; and

(d) Other purposes specifically provided for by FNS regulations
or approved by FXNS in the administration of the Food Distributior Program.

(3) Advisory Councils. ‘Cost incurred by State advisory councils
.or committees established to carry out Food Distribution Program goals are
allowable. The cost of like organizations is allowable when used to icprove
the efficiency and effectiveness of the Program.
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(4) Audit Service. The cost of audits necessary for the‘admiﬁistration
and management of functions related to the Program is allowable.

(5) Bonding. Costs of premiums on bonds covering employees who
handle Food Distribution Program funds are allowable. The amount of
allowable coverage shall be limited to the anticipated maximum amount of
food distribution administrative funds handled at one time by that employee.

(6) Budgeting. Cost incurred for the development, preparation,
presentation, and execution of budgets are allowable. Costs for services
of a central budget office are generally not allowable since these are
costs of general government. However, where employees of the central
budget office actively participate in the State agency's budget process,
the costs of services identifiable to the Food Distribution Program are
allowable.

(7) Building Lease Management. The administrative cost for
lease management which includes review of lease proposals, maintenance
of a list of available property for lease, and related activities is
allowable.

(8) Central Stores. The cost of maintaining and operating a
central stores organization for supplies, equipment, and materials used
either directly or indirectly for the Food Distribution Program is
allowable.

(9) Communications. Communication costs incurred for telephone
calls or service, telegraph, teletype service, wide area telephone service
(WATS), centrex, telpak (tie lines), postage, messenger service and similar
expenses are allowable.

(10) Compensation for Personal Services.--(a) General. Compensation
for personal services includes all remuneration, paid currently or accrued,
for services rendered during the period of performance in the administration
of the Program including, but not necessarily limited to, wages, salaries,
and supplementary compensation and benefits as defined in Section A(13)
of these principles. The cost of such compensation are allowable to the
extent that total- compensation for individual employees is reasonable for
the services rendered; follows an appointment made in accordance with
State, local, or Indian tribal government laws and rules and which meets
Federal Merit System or other requirements, where applicable; and is
determined and supported as Provided in Section A of these principles.
Compensation for employees engaged in Federally-assisted activities will
be considered reasonable to the extent that it is consistent with that
paid for similar work in other activities of the State, local or Indian
tribal government. 1In cases where the kinds of employees required for
the Food Distribution Program activities are not found in the other activities
of the State, local, or Indian tribal government, compensation will be
considered reasonable to the extent thatr it is comparable to that paid for
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similar work in the labor market in which the employing government
competes for the kind of employees involved. Compsenation surveys providii,
data representative of the labor market involved will be an acceptable
basis for evaluating reasonableness.

(b) Payroll and Distribution of Time. Amounts charged to
the Program for personal services regardless of where treated as direct
or indirect costs, will be based on payrolls documented and approved in
accordance with the generally accepted practice of the State, local
agency. Payrolls must be supported by time and attendance or equivalent
records for individual employees. Distribution of salaries and wages' of
employees chargeable to more than one pProgram or other cost objective
will be supported by appropriate time reports or approved time study
methodologies. The method used should be included in the cost allocation
plan and should be approved by FNS.

(11) Depreciation and Use Allowance.--(a) State agencies may be
compensated for the use of buildings, capital improvements, and equipment
through use allowances or depreciation. Use allowances are the means of
providing compensation in lieu of depreciation or other equivalent costs.
iowever, a combination of the two methods may not be used in comnectic: il
a single class of fixed assets.

(b) The computation of depreciation or use allowances will be
based on acquisition cost. Where actual cost records have not been
maintained, a reasonable estimate of the original acquisition cost mav be
used in the computation. The computation will exclude the cost of any
pcrtion of the cost of buildings and equipment donated or borne directl:
or indirectly by the Federal Government through charges to Federal programs
or otherwise, irrespective of where title was originally vested or where
it presently resides. 1In addition, the computation will also exclude tl:
cost of acquisition of land or buildings. )

(¢) Where the depreciation method is followed, adequate proper:-
records must be .maintained, and any general accepted method of computing
depreciation may be used. However, the method of computing depreciation
must be consistently applied for any specific asset or class of assers ior
all affected Federally-sponsored Programs and must result in equitable .
charges considering the extent of the use of the assets for the benefit of
such programs.

(d) In lieu of depreciation, a use allowance for buildings and
improvements may be computed at an annual rate not exceeding two percent
of acquistion cost. The use allowance for equipment (excluding items
properly capitalized as building cost) will be computed at an annual Tzts
not exceeding six and two-thirds percent of a acquisition cost of
usable equipment. - : ’

(e) No depreciation or use charge may be allowed on any
assets -that would be considered as fully depreciated, provided, however,
that reasonable use changes may be negotiated for any such assets if
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warranted after taking into consideration the cost of the facility or

item involved, the estimated useful life remaining at time of negotiation,

the effect of any increased maintenance charges or decreased efficiency due
to age, and any other factors pertinent to the utilization of the facility

or item for the purpose contemplated.

(12) Disbursing Service. The cost of disbursing program funds by
the State Treasurer or other designated officer is allowable. Disbursing
services cover the processing of checks or warrants, from preparation
to reconciliation of such records with related cash accounts.

(13) Employee Fringe Benefits. Costs identified are allowable
to the extent that total compensation for employees is reasonable as defined
in paragraph (10) (a) of these principles.

(a) Employee benefits in the form of regular compensation paid
to employees during periods of authorized absences from the job, such as
for annual leave, sick leave, court leave, military leave, and the like,
if they are: (1) provided pursuant ‘to an approved leave svstem, and (2) the
cost thereof is equitably allocated to all related activities, including
Federally-assisted programs.

) (b) Employee benefits in the form of employers' contributioms

or expsense for social security, employees' life and health insurance
plans, unemployment insurance coverage, workers' compensation insurance
pension plans, serverance pay, and the like, provided such benefits are
granted under approved plans and are distributed equitably to programs and
to other activites.

(14) Employee Morale, Health and Welfare Costs. The cost of health
or first-aid clinics and/or infirmaries, recreational facilities, employees'
counseling services, employee information publications, and any related
expenses incurred in accordance with general State, local or. Indian tribal
policy, are allowable. Income generated from any of these activities will
be offset against expenses. - :

(15) Exhibits. Cost of exhibits relating specifically to the
Food Distribution ‘Program are allowable.

(16) Legal Expenses. The cost of legal expenses required in the
administration of the Program is allowable. Legal services furnished by
the chief legal officer of a State, local or Indian tribal government or
his staff solelv for the purpose of discharging his gemeral responsibilities
as legal officer are unallowable. Legal expenses for the prosecution of
claims against the Federal Government are unallowable.

(17) Maintenance and Repair. Costs incurred for necessary
maintenance, repair, or upkeep of property which neither add to the
permanent value of the property nor appreciably prolong its intended life,
but keep it in an efficient operating condition, are allowable.

11
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(18) Materials and Supplies. The cost of materials and supplies
necessary to carry out the Program is allowable. Purchases made
specifically for the Program should be charged thereto at their actual
prices after deducting all cash discounts, trade discounts, rebates, and
allowances received by the State agency. Withdrawals from general stores
or stockrooms should be charged to cost under any recognized method of
pricing consistently applied. Incoming transportation charges are a proper
part of material cost. .

(19) Memberships, Subscriptions and Professional Activities.--(a) The
cost of membership in civic, business, technical and professional organizations
is allowable, provided:

(i) The benefit from the membership is related to the Program,
(ii) The expenditure is for agency membership,

(iii) The cost of the membership is reasonably related to the
value of the services or benefits received, and

(iv) The expenditure is not for membership in an organizaticn
which devotes a substantial part of its activities to influencing legislation.

(b) Reference Material. _The cost of books, and subscriptions
to civic, business, professional, and technical periodicals is allowable
when related to the Program.

(c) Meetings and Conferences. Costs are allowable when the
primary purpose of the meeting is the dissemination of technical information
relating to the Program and they are consistent with regular practices
followed for other activities of the State agency.

(20) Motor Pools. The costs of a service organization which
provides automobiles to user State agencies at a mileage or fixed rate
and/or provides vehicle maintenance, inspection and repair services are
allowable.

(21) Payroll Preparation. The cost of preparing payrolls and
maintaining necessary related wage records is allowable.

(22) Personnel Administration. Costs for the recruitment,
examination, certificatiomn, classsification, training, establishment of
pay standards, and related activities for the Program are allowable.

(23) Printing and Reproduction. Cost for printing and reproduction
services necessary for program administration, including but not limited
to forms, reports, manuals, and information literature, is allowable.
Publication costs of reports or other media relating to Program
accomplishments or results are allowable.

12
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(24) Procurement Service. The cost of procurement service, including
solicitation of bids, preparation and award of contracts, and all phases
of contract administration in providing goods, facilities and services
for the Program is allowable.

(25) Taxes. 1In general, taxes or payments in lieu of taxes which
the State agency is legally required to pay are allowable.

(26) Training and Education. The cost of in-service training,
customarily provided for employee development which directly or indirectly
benefits the Program is allowable. Out-of-service training involving extended
periods of time is allowable only when specifically authorized by FNS.

(27) Transportation. Cost incurred for freight, cartage, express,
postage and other transportation costs relating either to goods purchased,
delivered, or moved from one location to another are allowable.

(28) Travel. Travel costs are allowable for expenses for
transportation, lodging, subsistence, and related items incurred by
employees who are in travel status on official business incident to the
Program. Such costs may be charged on an actual basis, on a per diem
or mileage based in lieu of actual costs incurred, or on a combination of
the two. The changes must be consistent with those normally allowed in
like circumstances in nonfederally-sponsored activities. The difference
in cost between first-class air accommodations and less-than-first class
air accommodations is unallowable except when less-than-first-class air
accommodations are not reasonably available.

B. Costs Allowable with Approval of FNS.--(1) Automatic Data
Processing. The cost of data processing services for Food Distribution
Program administration is allowable. This cost may include rental of
equipment or depreciation on State agency owned quipment. The acquisition
of equipment, whether by outright purchase, rental-purchase agreement
or other method of purchase, is allowable only upon specific prior approval
of FNS as provided under the selected item for capital expenditures. ’
The conditions for Food Distribution Program funding of the acquisition
of Automatic Data Processing equipment and services are contained in these
principles in accordance with OMB Circular No. A-90.

(2) Definitions.--(a) "Acééptance Documents” means written evidence
of satisfactory completion of an approved phase of work or contract, and
acceptance thereof by the State agency.

(b) "Advance Planning Document" or "APD" means a written
plan of action to acquire the proposed ADP services, system, or equipment,
the APD must contain a statement of needs and objectives:

(i) The feasibility study;

(1i) A preliminary cost/benefit analysis including lease/purchase
options;

13
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(11i) A personnel resource statement indicating availabilirty of
qualified and adquate staff including a project éirector to accomplish
the project objectives;

(iv) A detailed description of the nature and scope of the
activities to be undertaken and the methods to be used;

(v) A proposed schedule;
(vi) A proposed budget; and

(vii) A statement indicating the period of time for which the
services, system, or equipment described are expected to be used; for
integrated computer systems, a statement of the percentage allocated to
FNS and a breakdown or explanation of how the percentage was determined.

(c¢) “Automatic Data Processing"” or "ADP'" means data processing
performed by a system of electronic or electrical machines so interconnected
and interacting as to minimize the need for human assistance or
intervention.

(d) "Automatic Data Processing Equipment" or "ADP Equipment"
means:

(i) Electronic digital computers, regardless of size, capacity
or price, that accept data input, store data, perform calculations and other
processing steps, and prepare information.

(1i) A1l peripheral or auxiliary equipment used in support
of electronic computers whether selected and acquired with the computer
or separately;

(iii) Data transmission or communications equipment that is
selected and acquired solely or primarily for use with a configuration cf
ADP equipment which includes an electronic computer; and

(iv) "Data input equipment" means equipment used to enter
data directly or indirectly into an electronic digital computer; peripheral
or auxiliary equipment; or data transmission or communication equipment.

(e) "Automatic Data Processing Services" or "ADP Services"
means:

(1) Services to operate ADP equipment, either by private
sources, or by employees of the State agency, or by State or local
organizations other than the State agency; and/or

(ii) Services provided by private sources or by employees of
the State gency or by State and local organizations other than the State
agency to perform such tasks as feasibility studies, system studies, system
design efforts, development of system specifications, system anaiysis,
programming and system implementation.
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: (f) "Data Processing" means the preparation of source media

containing data or basic elements of information and the use of such sources
media according to precise rules of Procedures to accomplish such operations
as classifying, sorting, calculating, summarizing, recording and
transmitting.

(g) "Feasibility Study" means a Preliminary study to determine
whether it is sufficiently probable that effective and efficient use of ADP
equipment or systems can be made to warrant the substantial investment of
staff, time, and money. The study shall project for a three year period
the requirements for ADP equipment, services, and systems.

(h) "Request for Proposal” or "RFP" means the document used
for public solicitations of competitive proposals from qualified sources
as outlined in 7 CFR 277.14. ’

(1) "Service Agreement" means a document signed by the State
or local agency and a second State or local organization providng ADP
services to the State or local agency which:

(i) Identifies those ADP services to be provided by the
provider agency;

(ii) Includes, preferably as an amendable attachment, a schedule
2f changes for each identified ADP service, and a certification that
these charges apply equally to all users;

(1i1) Includes a description of the method(s) of accounting for
the services rendered under the agreement and computing services changes;

(iv) Includes assurances that services provided shall be
timely and satisfactory; and ’

(v) Requires the provider agency to obtain prior State agency
approval and to follow competitive procurement procedures equivalent
to those contained in 7 CFR 277.14 for the acquisition of any ADP services
in support of or in addition to the service agreement.

(J) "Software" means a set of computer programs, procedures,
and associated documentation by which ADP equipment is used and operated.

(k) "System Design" means the putting together of a new or
more efficient ADP system which avoids the deficiencies and discrepancies
in the old .system.

(1) "System Specifications" means information about the new
ADP system--such as workload descriptions, input data, information to
be maintained and processed, data Processing techniques, and output
data--which is required to determine the ADP equipment and software necessary
to implement the system design.
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(m) "System Study" means the examination of existing information
flow and operational procedures within an organization to determine how
to provide more timely, accurate, and meaningful information for management
decision-making and to develop new or improved ADP systems to service,
control and coordinate the activities of the organization to improve
operational efficiency. The study essentially consists of three basic
phases: Data gathering or investigation of the present system and new
information requirements; analysis of the data gathered in the investigation;
and synthesis, or refitting, of the parts and relationships uncovered through
the analysis into an efficient system.

(3) Obtaining Approval. Prior approval by FNS is required for
costs of ADP equipment or ADP services in support of the Food Distribution
Program which exceed $25,000 in combined Federal and State funds per precject.
Requests for approvals must be forwarded through the State agency prior
to submittal to FNS. Approval by FNS will be based on a review of the studies
conducted by or for the agency that will justify the acquisition of the
proposed ADP equipment or ADP services. Written approval of the Advance
Planning Document must be obtained from FNS by the State agency prior to
entering into contractual agreements or making any other commitment for
acquisition of ADP equipment or ADP services.

(4) Approval by the State Agency. Approval by the State agency
is required for all documents specified in this regulation prior to
submittal for FNS approval. 1In addition, State agency approval is also
required for those acquisitions of ADP equipment and ADP services not
requiring prior approval by FNS. -

(5) Competitive Procurement. Acquisition of ADP equipment and
purchase of ADP services shall be based on competitive procurement procedures
specified in 7 CFR 277.14 when Food Distribution Program funds are invoived.
State agency officials responsible for such procurement will ensure that
formal advertising is the method of procurement unless the conditions for
negotiation in 7 CFR 277.14 are met. Not withstanding the existence of
circumstances justifying negotiation, competitive procurement shall be
obtained to the maximum extent practicable. The competitive procurement
policy .shall be applicable except for ADP services provided by the agency
itself, or by other State of local agencies. . -

(6) Submittal of Documents.—(a) -Prior to claiming funding under
the -Food .Distribution Program the State agency will be required to submit:

(i) The advance planning document;

(11) The service aéreemeﬁt (vhen data processing services are
to be provided by ‘a State central data processing facility or by another
State or local agency);
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(iii) The request for Proposal, prior to its issuance when service
Or equipment proposals are being solicited from commercial sources; and

(iv) The contract, prior to signature of the contracting officer
when services or equipment are to be acquired commercially.

(b) Voluntary submittal, or when requested by FNS, will be
made of:

(i) The system study,
(ii) The system design,
(iii) The system specifications,
(iv) The acceptance document.

(7) Methods for Charging Costs. Methods and procedures for properly
charging the costs of all systems whether acquired from public or private
Sources shall be in accordance with this regulation and applicable FNS
instructions.

(8) Access. Access to the system by FNS in all of its aspects,
including design, development, and operation, including work performed by
any source, and including cost records of contractors and subcontractors,
shall be made available by the State at intervals as are deemed necessary
by FNS to determine whether the conditions for approval are being met and
to determine the efficiency, economy and effectivenss of the system. Failure
to provide full access by approrpiate State and Federal representatives to
all parts of the system shall result in ‘termination of Food Distribution
Program funds in the costs of the system and its operation.

documentation designed, developed or installed with Food Distribution
Program funds except that FNS reserves a royalty-free, non-exclusive
license to reproduce, publish, or otherwise use, and to authorize others

to do so, such software, modification and documentation. Proprietary
software which 15 provided at established catalog or market Prices and sold
or leased to the general public shall not be subject to the ownership
provisions of this section.

(b) Automatic Data Processing Equipment. The policies and
procedures governing title, use and disposition of Property purchased with
Food Distribution Program funds, which are covered in 7 CFR 277.13 are applicable
to automatic data processing equipment.
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(10) Use of ADP Systems. ADP systems designed, developed or
installed with Food Distribution Program funds shall be used for a period
of time consistent with the Advance Planning Document as approved, or
which FNS shall determine is sufficient to justify the Federal funds
invested.

(11) Basis for Continued Federal Financial Participation. Periodic
onsite surveys and reviews of State and local agency ADP methods and
practices may be conducted by or for FNS to determine the adequacy of such
methods and practices and to assure that ADP equipment and services are
utilized for the purposes for which Federal funds were authorized. Such

surveys may include:

(a) Pre-installation Readiness. A pre-installation surveyv
including an on-site evaluation of the physical site and the State agency's
readiness to use the proposed ADP services, equipment or system when
installed and operational.

(b) Post-installation. A review conducted after installation
of ADP equipment or systems to assure that the objectives for which Federal
financial participation was approved are being accomplished.

(c) Utilization. A continuing review of ADP facilities to
determine whether or not the ADP equipment or services are being efficiently
and effectively utilized in support of the Food Distribution Program. Should
FNS determine from such surveys or reviews or otherwise that the State agency
has improperly used Food Distribution Program funds, termination of Food
Distribution Program funding may be invoked. Such termination would be
limited to the costs of the data processing services or equipment in question
as specified in the written notification of termination by FNS.

(12) Application of This Section. The conditions of this section
apply for initial and continuing authority to claim Food Distribution
Program funding for automatic data pProcessing services and equipment. Due
to the procurement of ADP equipment and services, approved cost allocation
plans will not be valid unless documentation required under B(1l) of this
Section is submitted and approvals under B(1l) of the Section are obtained.

(13) Building Space and Related Facilities. The cost of space in
privately -or publicly owned buildings used for the benefit of the Program
in allowable subject to the following conditions.--(a) The total cost of
space, whether in a privately or publicly owned building, may not exceed
the rental cost of comparable space and facilities in a privately owned
building in the same locality.

(b) The cost of Space may not be charged to FNS for periods
of nonoccupancy, without authorization of FNS.
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(1) Rental Cost. The rental cost of space in a privately-owned
building is allowable.

(1i) Maintenance and Operation. The cost of utilities, insurance,
security, janitorial services, elevator service, upkeep of grounds, normal
repairs and alterations and the like, are allowable to the extent they are
not otherwise included in rental or other charges for space.

(iii) Rearrangements and Alternations. Costs incurred for
rearrangement and alternation of facilities required specifically for the
Program or those that materially increase the value or useful life of the
facilities (Section B(3) of these principles) are allowable when specifically
approved by FNS.

iv) Depreciation and Use Allowances on Publicly owned Buildings.
These costs are allowable as provided in paragraph A(ll) of these principles.

(v) Occupancy of Space Under Rental-purchase or a Lease with
Option-to-purchase Agreement. The cost of space procured under such
arrangements is allowable when specifically approved by FNS.

(14) Capital Expenditures. The cost, net of any credits, of
facilities, equipment, other capital assets, and repairs which materially
increase the value or useful life of capital assets, and/or nonexpendable
personal property, having a useful life of more than one year and a net
acquisition cost of more than $5,000 pPer unit after allocation to FNS as
projected for one year after purchase, is allowable when such procurement
is specifically approved by FNS. No such approval shall be granted unless
the State agency shall demonstrate to FNS that such a cost is:

(2) Necessary and reasonable for proper and efficient administration
of the Program, and allocable thereto under the principles provided herein, and

(b) That procurement of such item or .items has been or will be
made in accordance with the standards set out in 277.14. 1In no case shall
such a cost become a program charge against FNS prior to approval in writing
by FNS of the procurement and the cost. When assets acquired with Food
Distribution Program funds are:

(1) Sold,

(i1) No longer available for use in a Federally-sponsored
program, or

(1ii) Used for purposes not authorized by FNS, FNS's equity in
the asset will be refunded in the same proportion as Federal participation
in its cost. In case any assets are traded on new items, only the net cost
of the newly acquired assets is allowable.
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(15) Insurance.--(a) Cost of insurance to secure the State agency
against financial losses involved in the acceptance, storage, and issuance
of commodities is allowable with FNS approval.

(b) Eést of other insurance in connection with the general
conduct of activities are allowable subject to the following limitatioms:

(1) Types and extent and cost of coverage will be in accordance
with general State, local, or Indian tribal government policy and sound
business practice.

(11) Cost of insurance or contributions to any reserve covering
the risk of loss of, or damage to, Federal government property are unallowable
except to the extent that FNS approves such cost.

(16) Management Studies. The cost of management studies to improve
the effectiveness and efficiency of program management for the Food
Distribution Program is allowable. However, FNS must approve cost in
excess of $2,500 for studies performed by outside consultants or agencies
other than the State agency.

(17) Preagreement Costs. Costs incurred prior to the effective date
of approval of the amended indirect cost proposal or the revised Statewide
cost allocation plan, whether or not they would have been allowable there-
under if incurred after such date, are allowable only when subsequently
provided for in the plan or approved indirect cost proposal.

(18) Professional Services. Cost of professional services rendered
by individuals or organizations not a part of the State agency is allowable.
Prior authorization must be obtained from FNS for costs exceeding a total
of $2,500.

(19) Proposal Costs. Costs of preparing indirect cost proposals
or amendments for allocating, distributing, and implementing provisions
for payment of portions of the costs of administering the Food Distribution
Program by the State agency are allowable.

(20) Cost Incurred by Agencies Other than the State. The cost of
services provided by other agencies (including municipal governments) may
only include allowable direct costs plus a pro rata share of allowable
supporting costs and supervision directly required in performing the service.
Allowable supporting costs are those services which may be centralized and
includes such functions as procurement, payroll, personnel services,
maintenance and operation of space, data processing, accounting, budgeting,
auditing, mail and messenger service and the like. Supervision costs will
not include supervision of a general nature such as that provided by the head
of a department and his staff assistants not directly involved in the operation
of the Program.

20



FNS HANDBOOK 501
EXHIBIT H

In lieu of determining actual indirect cost related to a
particular service performed by another agency, either of the following
alternative methods may be used during the fiscal year involved and is
specifically provided for in the indirect cost proposal: :

(a) Standard indirect rate equal to ten percent of direct
labor cost in providing the service (excluding overtime, shift, or holiday
premiums, and fringe benefits) may be allowed in lieu of actual allowable
cost.

(b) A predetermined fixed rate for indirect cost of the unit
or activity providing service may be_negotiated.

C. Unallowable Costs. The following costs shall not be allowable:

(1) Bad Debts. Any losses arising from uncollectable accounts
or other claims, and related costs, are unallowable.

(2) Contingencies. Contributions to a contingency reserve or
any similar provision for unforeseen events are unallowable.

(3) Contributions and Donations. Unallowable.

(4) Entertainment. Costs whose purchase is for amusement, social
activities, and incidental costs relating thereto, such as meals, beverages,
lodgings, rentals, transportation, and gratuities are unallowable.

(5) Fines and Penalties. Costs resulting from violations of or
failure to comply with Federal, State, local or Indian tribal laws and
regulations are unallowable.

(6) Governor's Expense. The salaries and expenses of the Office
of the Governor of a State or the Chief executive of a political subdivision
are considered a cost of general State, or local government and are unallowable.
However, for a Federally-recognized Indian tribal government, only that
portion of the salaries and expenses of the office of the chief executive
that is a cost of general government is unallowable. The portion of salaries
and expenses directly attributable to managing and operating programs is

allowable. .

(7) Indemnification. .The cost of indemmifying the State against
liabilities to third parties and other losses not compensated by insurance
is unallowable.

(8) Interest and Other Financial Costs. Interest on borrowings,

bond discounts, cost of financing and refinancing operations, and legal
and professional fees paid in comnection therewith, are unallowable.
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(9) Legislative Expenses. Salaries and other expenses of the
State legislature or similar local governmental bodies are unallowable.

(10) Losses. Losses which could have been covered by permissible
insurance are unallowable.

(11) Underrecovery of Cost Under Agreements. Any excess of cost
over Federal contribution under one agreement is unallowable under another

agreement.
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SAMPLE COPY OF SF 424; SF 424A; SF 424B; SF 424C AND SF 424D

APPLICATION FOR Version 7,03
FEDERAL ASSISTANCE |2- DATE SUBMITTED | Appiicant Identifier ;
: L i
i1 TYPE OF SUBMISSION: 3. DATE RECEIVED BY STATE State Application Identifier
i Appiication re-application :
!i Construction f Construction ‘4. DATE RECEIVED BY FEDERAL AGENCY  Fecerai ldentifier
{1 Non-Construction {_ Non-Construction .
5. APPLICANT INFORMATION
:Legal Neme: 1 Organizational Unit.
; Department:
Civision:

; Crgarizational DUNS:

Address: Name and telephone number of person to be contacted on matters
Street: involving this application (give area code)
Prefix: First Name:
.City: Middle Name
“County: Last Name
State: {Zip Code Suffix:
Country: £mail:
6. EMPLOYER IDENTIFICATION NUMBER (EIN): Phione Number (give srea code) Fax Numter (give zrea coce)

8. TYPE OF APPLICATION:

I New {7} Continuation . Revision
1 Revision, enter appropriate letier(s) in box(es)
See back of form for descripticr: of letters.) — —
i 2o

Other (specify)

7. TYPE OF APPLICANT: (See back of form fcr Application Types) |

Other (specify)

9. NAME OF FEDERAL AGENCY:

10. CATALOG OF FEDERAL DOMESTIC ASSISTANCE NUMBER:

11. DESCRIPTIVE TITLE OF APPLICANT’'S PROJECT:

+18. TO THE BEST OF MY KNOWLEDGE AND BELIEF, ALL DATA IN THIS APP

LICATION/PREAPPLICATION ARE TRUE AND CORRECT. THE

LT
L=t | :
TITLE (Name of Program): ;
72 AREAS AFFECTED BY PROJECT (Cities, Ccunties, States, etc.):
? i
{13. PROPOSED PROJECT 14. CONGRESSIONAL DISTRICTS OF: i
'Start Date: {Ending Date: a. Applicant ib. Project i
i i .
:15. ESTIMATED FUNDING: 16.1S APPLICATION SUBJECT TO REVIEW BY STATE EXECUTIVE |
! ORDER 12372 PROCESS? |
ta. Federal S A a. Yes E THIS PREAPPLICATION/APPLICATION WAS MADE H
| - -~ AVAILABLE TO THE STATE EXECUTIVE ORCER 12372 |
l b. Applicant 5 el PROCESS FOR REVIEW ON H
! :
c Siate ,s = DATE: !
;d. Local S R b.No. [ PRGCGRAM IS NOT COVERED BY E. 0. 12372
! . No. ;
ie. Other 5 R  ORPROGRAM HAS NOT SEEN SELECTED BY STATE
i — _FORREVIEW ]
f. Program Income 3 = 17.1S THE APPLICANT DELINQUENT ON ANY FEDERAL DEBT? [
i
g. TOTAL ’s' : D Yes If “Yes™ attach an explanaticn. No :
|
!

[
'ATTACHED ASSURANCES IF THE ASSISTANCE IS AWARDED.

‘DOCUMENT HAS BEEN DULY AUTHORIZED BY THE GOVERNING BODY OF THE APPLICANT AND THE APPLICANT WILL COMPLY WITH THE

-a. Authcrized Representative

! Prefix iFirst Name Micdle Name

,Lzst Name ISuffix

|

b c. Telephone Number (give arez ccce)

b. Tite

«c. Sigrature cf Authorized Representative

€. Date Sigred

i
!

Previcus Edition Uszsble
Autharized for Local Recrocucticn

SGrdard Form 324 (Re7.9-2003)
Frescribed bv OMB Circular A-102

(Rev. 8°2005)
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INSTRUCTIONS FOR THE SF-424

PLblic reporting burden for this coilection of information is estimated to average 45 minutes per response, including time for reviewing
instructions, searching existing data sources, gathering and maintzining the data needed, and completing and reviewing the cellection of
informaticn. Send comments regarding the burden estimate or any other aspect of this caoilection of information, including suggestions for
reducing this burden, to the Office of Management and Budget, Paperwork Reduction Project (0348-0043), Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET. SEND IT TO THE
ADDRESS PROVIDED BY THE SPONSORING AGENCY.

This is a standard form used by applicents as a required fece sheet for pre-applications and applications submitted for Federal
assistance. It will be used by Federal agencies to obtain applicant certification that States which have established a review end comment
procedure in response to Executive Order 12372 and have selected the program to be included in their process, have been given an
opporiunity to review the applicant's submission.

! ltem: ! Entry: ltem: Entry:

1. Select Type of Submission. 1. Enter a brief descriptive title of the preject. if more than one
prcgram is involved, you shauld append an explanation on a
separate sheet. If appropriate (e.g., construction or real
property projects), attach a map showing project location. For
preapplications, use a separate sheet to provide a summary
description of this project.

2. Date application subsmitted to Federal agency (or State if applicable) | 12. List cnly the largest political entities affected (e.g., State,

znd appiicant’s control number (if applicable). counties, cities).
3. State use only (if applicable). 13 Enter the prcposed start date and end date of the project.
4. Enter Date Received by Federal Agency 14. List the applicant’s Congressional District and any District(s)
Federal identifier number: If this application is a continuation or affected by the program or project
revision to an existing award, enter the present Federal Identifier
number. if for a new project, leave blank.
5. Enter legal name of 2pplicant, name of primary organizational unit 15 Amount requested cr to be contributed during the first
I (including division, if applicable), which will undertake the funding/budget period by each contributor. Value of in kind
assistance activity, enter the organization’s DUNS number contributions should be inciuded on appropriate lines as
(received from Dun and Bradstreet), enter the complete address of applicatle. If the actior: will result in 2 doliar change to an
the applicant (including country), and name, telephone number, e- existing award, indicate only the amourit of the change. For
mail 2nd fax of the person to contact on matters related to this decreases, enclose the amounts in parentheses. If both basic
apglication. 2nd supplemental amounts are included, show breakdown cn
an attached sheet. For multiple program funding, use totals
and show breakdown using same categories as item 15.
8. Enter Employer identification Number (EiN) as assigned by the 16. Applicants should contact the State Single Point of Contact
:. Internal Reveriue Service. (SPOC) fcr Federal Executive Order 12372 to determine
| whether the application is subject to the State
' intergovernmental review process.
S 7. Select the apprcpriate letter in 17. This question applies to the zpplicant organization, nct the
the space provided. I.  State Controlled person who signs as the authorized representative. Categories
A. State Institution of Higher of debt include delinquent audit disallowances, loans and
B. County Leaming taxes.
C. Municipal J.  Private University
D. Township K. Indian Tribe
E. Interstate L. Individual
F. Intemmunicipat M. Profit Crganization
G. Special District N. Gther (Specify)
H. Incependent School Q. Not for Profit
District Organization
8. Select the type from the following list: 18 To be signed by the authorized recresentative of the appiicant.
e  "New" means a new assistarice award. A copy of the governing body’s authorization for you tc sign
. “Continuation” means an extension for an additional this application as official representative must be on file in the
funding/budget pericd for 2 project with a projected ccmpletion applicant’s office. (Certain Federal agencies may require that
date. this authorizaticn be submitted as part cf the applicaticn.)
e  *Revision” means any change in the Federal Government's
financial obligation or contingent liability from an existing
cbhligaticn. If 2 revision enter the appropriate letter:
A. increase Award B. Decrease Award
C. Increase Duration D. Decrease Duration
1 8. Name of Federal acency from which assistance is being requested
with this application.
i 10, Use the Cztelog of Feceral Domestic Assistance number and tide of
the program under which assisiance is requested.

[Re]

SF-424 (Rev. 7-97) Back

(Rev. 82003)
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INSTRUCTIONS FOR THE SF-424A

Public reporiing burden for this collection of information is estimated to average 180 minutes per response, including time for reviewing
instructions, searching existing data sources, gathering anc maintaining the data needed, and compieling and reviewing the collection of
informaticn. Send comments regarding the burden estimate or any other aspect of this ccilection of information, including suggestions for
reducing this burden, to the Office of Management and Budget, Paperwork Recuction Prcject (0348-0044), Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.

SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

General Instructions

This form is designed so that appiication can be made for funds
from one or more grant programs. In preparing the budget,
adhere to any existing Federal grantor agency guidelines which
prescribe how and whether budgeted amounts should be
separately shown for different functions or activities within the
program. For some programs, grantor agencies may require
budgets to be separately siiown by function or activity. For other
programs, grantor agencies may require a breakdown by function
or activity. Sections A, B, C, and D should include budget
estimates for the whole project except when applying for
assistance which reqguires Federal authorization in annual or
other funding period increments. In the latter case, Sections A, B,
C, and D should provide the budget for the first budget period
(usually a year) and Section E should present the need for
Federal assistance in the subsequent budget periods. All
applications should coritain a breakdown by the object class
categories shown in Lines a-k of Section B.

Section A. Budget Summary Lines 14 Columns (3) and (b)

For applications pertaining to a single Federal grant program
(Federai Domestic Assistance Catalog number) and riot requiring
a functional or activity breakdown, enter on Line 1 under Column
(a) the Catalog program title and the Catalog number in Column

(b).

For applicatiors pertaining to a single program requiring budget
amounts by multiple functions or activities, enter the name of
each activity or function on each line in Column (a), and enter the
Catalog number in Column (b). For applications pertaining to
multiple programs where none of the programs require a
breakdown by functicn or activity, enter the Catalog program title
on each line in Cclumn (a) and the respective Catalog number on
each line in Column (b).

For applications pertaining to multiple programs where cne or
more programs require a breakdown by function or activity,
prepare a separate sheet for each program requiring the
breakdown. Additional sheets should be used when one form
does not provide adequate space for all breakdown of data
required. However, when more than one sheet is used, the first
page should provide the summary totais by programs.

Lines 14, Columns (c) through (g)

For new applications, leave Column (c) and (d) blank. For each
line entry in Columns (a) and (b), enter in Columns (e), (f), and
(g) the apgropriate amcurnts of funds needed to support the
preject for the first funding period (usually a year).

w

For continuing grant program agplications, submit these forms
before the end of each funding pericd as required by the grantor
agency. Enter in Columns (c) and (d) the estimated amounts of
funds which will remain uncbligated at the end of the grant
funding period only if the Federal grantor agency instructions
provide for this. Otherwise, leave these columns blank. Enter in
columns (e) and (f) the amounts of funds needed for the
upcoming period. The amount(s) in Column (g) should be the
sum of amounts in Columns (e) and (f).

For suppiemental grants and changes to existing grants, do not
use Columns (c) and (d). Enter in Column (e) the amount of the
increase or decrease of Federal funds and enter in Coiumn (f) the
amount of the increase or decrease of nion-Federal funds. In
Column (g) enter the new total budgeted amount (Federal and
non-Federal) which includes the total previous atthorized
budgeted amounts plus or minus, as appropriate, the amounts
shown in Columns (e) and (f). The amouni(s) in Ceclumn (g)
should not equal the sum cf amounts in Columns (e) and (f).

Line 5 - Show the totals for all columnis used.
Section B Budget Categories

In the column hezdings (1) through (4), enter the iitles of the
same programs, functions, and activities shown on Lines 1-4,
Column (a), Section A. When additional sheets are prepared for
Section A, provide similar column headings on each sheet. For
each program, function or activity, fill in the total requirements for
funds (both Federal and non-Federai) by object class categories.

Line 6a-i - Show the totals of Lines 6a to Bh in each column.
Line 6j - Show the amount cf indirect cost.

Line 6k - Enter the total of amounts on Lines 6i and &j. For all
applications for new grants and continuation grants the tctal
amount in column (5), Line Bk, should be the same as the total
amount shown in Section A, Column (g), Lire 3. For
supplemental grants and changes to grants, the tota! amount of
the increase or decrease as shown in Columns (1}-{4), Line 8k
sheuld be the same as the sum of the amounts in Section A,
Columns (e) and (f) on Line 5.

Line 7 - Enter the estimated amount cf income, if any, expecied

to be generated from this project. Do not add or sutiract this
amount from the total project amcunt, Show under the gregram

(Rev. 8/2005)
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CiAB Apcroval Ne. 0343-074D

ASSURANCES - NON-CONSTRUCTION PROGRAMS

Public reporting burden for this collection of information is estimated to average 15 mirutes per response, including time for reviewing
instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of
information. Send comments regarding the burden estimate or any cther aspect of this collection of information, inclucing suggestions for
reducing this burden, to the Office of Management and Budget, Paperwork Reduction Project (3348-0040), Washingion, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.
SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

NOTE: Ceriain of these assurances may not be applicable to your project or program. If you have questions, please contact the
awarding agency. Further, certzin Federal awarding agencies may require applicants to certify to additional assurances. If such
is the case, ycu wiil be rotified.

As the duly authorized representative of the applicant, | certify that the applicant:

1.

Has the legal authority to apply for Federal assistance
and the institutional, managerial and financial capability
(including funds sufficient to pay the non-Federal share
of project cost) to ensure proper pianning, management
and completion of the project described in this
application.

Act of 1973, as amended (29 U.S.C. §794), which
prohibits discrimination on the basis of handicaps; (d)
the Age Discrimination Act of 1975, as amended (42
U.S.C. §§6101-6107), which prohibits discrimination
on the basis of age; (e) the Drug Abuse Office and
Treatment Act of 1972 (P.L. 92-255), as amended,
relating to nondiscrimination on the basis of drug

2. Will give the awarding agency, the Comptroller General abuse; (f) the Comprehensive Alcohol Abuse and
of the United States and, if appropriate, the State, Alcoholism Prevention, Treatment and Rehabilitation
through any authorized representative, access to and Act of 1970 (P.L. 91-616), as amended, relating to
the right to examine all records, books, papers, or nondiscrimination on the basis of alcohol abuse or
documents related to the award; and will establish a alcoholism; (g) §§523 and 527 of the Public Health
proper accounting system in accordance with generally Service Act of 1912 (42 U.S.C. §§290 dd-3 and 290 ee
accepted accounting standards or agency directives. 3), as amended, relating to confidentiality of alcchol

and drug abuse patient records; (h) Title VIl of the

3. Wil establish safeguards to prohibit employees from Civil Rights Act of 1968 (42 U.S.C. §§3601 et seq.), as
using their positions for a purpose that constitutes or amended, relating to nondiscrimination in the sale,
presents the appearance of personal or organizational rental or financing of housing; (i) any other
conflict of interest, or personal gain. nondiscriminaticn provisions in the specific statute(s)

under which application for Federal assistance is being

4. Will initiate and complete the work within the applicable made; and, {j) the requirements of any other
time frame after receipt of approval of the awarding nondiscrimination statute(s) which may apply to the
agency. application.

5. Will comply with the Intergovernmental Personnel Act of Wil comply, or has already complied, with the
1970 (42 U.S.C. §§4728-4763) relating to prescribed requirements of Titles I and I of the Uniform
standards for merit systems for programs funded under Relocation Assistance and Real Property Acguisition
one of the 19 statutes or regulations specified in Policies Act of 1970 (P.L. 91-846) which provide for
Appendix A of OPM's Standards for a Merit System of fair and equitable treatment af persans dispiaced or
Personniel Administration (5 C.F.R. 900, Subpart F). whose property is acquired as a resuit of Federal or

federally-assisted programs. These requirements appiy

6. Wil comply with all Federal statutes relating to to all interests in real property acquired for project

nondiscrimination. These include but are not limited to:
(2) Title VI of the Civil Rights Act of 1964 (P.L. 88-352)
which prohibits discrimination on the basis of race, color
or natonal origin; (b) Tile IX of the Education
Amendments of 1972, as amended (20 U.S.C. §§1681-
1683, and 1685-1688), which prohibits discrimination on
the basis of sex; (c) Section 504 of the Rehabilitation

Previous Edition Usable

Authorized for Local Reproduction

O

purposes regardless of Federal paricipation in
purchases.

Nl compiy, as applicable, with provisions of the
Hatch Act (5 U.S.C. §§1501-1508 and 7324-7328)
which limit the political aciivities of employees whose
principal employment activities are funced in whole or
in part with Federal funds.

Standard Form 424B (Rev. 7-97)
Prescribed by OMB Circular A-102
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11.

Wiil comply. as applicable, with the provisions of the Davis-
Bacon Act (40 U.S.C. §§278a to 276a-7), the Copeland Act
(40 U.S.C. §278c and 18 U.S.C. §874), and the Contract
Work Hours and Safety Standzards Act (40 U.S.C. §§327-
333), regarding labor standards for feceraily-assisted
consiruction subagreemenis.

Will comply, if applicable, with flood insurance purchase
requirements of Section 102(a) of the Flood Disaster
Protection Act of 1973 (P.L. 93-234) which requires
recipients in a special flood hazard area to participate in the
program and to purchase flood insurance if the total cost of
insurable construciion and acquisition is $10.600 or more.

Will comply with environmental standards which may be
prescribed pursuant to the following: (a) institution of
environmental quality control measures under the National
Environmental Policy Act of 1969 (P.L. 91-190) and
Executive Order (EQ) 11514; (b) notification of violating
facilities pursuant to EO 11738; (c) protection of wetlands
pursuant ‘o EO 11990; (d) evaluation of flood hazards in
floodplains in accordarnice with EO 11988; (e) assurance of
project consistency with the approved State management
program developed under the Coastal Zone Management
Act of 1972 (16 U.S.C. §§1451 et seq.); (f) conformity of
Federal actions to State (Clean Air) Implementation Plans
under Section 176(c) of the Clean Air Act of 1955, as
amended (42 U.S.C. §§7401 et seq.); (g) protection of
underground sources of drinking water under the Safe
Drinking Water Act of 1974, as amended (P.L. 93-523);
and, (h) protection of endangered species under the
Endangered Species Act of 1973, as amended (P.L. 93-
205).

12

13.

14.

15.

16.

17.

18.

FNS HANDBOOK 501
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Wilt comply with the Wild and Scenic Rivers Act of
1968 (16 U.S.C. §§1271 et seq.) related to protecting
components or potential components of the national
wild and scenic rivers system.

Will assist the awarding agency in assuring compliance
with Section 106 of the National Historic Preservation
Act of 1966, as amended (16 U.S.C. §470), EO 11583
(identification and protection of historic properties), and
the Archaeological and Historic Preservation Act of
1974 (16 U.S.C. §§469z-1 et seq.).

Will comply with P.L. 93-348 regarding the protection of
human subjects involved in ressarch, development, and
related activities supported by this award of assistance.

Will comply with the Laboratory Animal Welfare Act of
1966 (P.L. 89-544, as amended, 7 U.S.C. §§2131 et
seq.) pertaining to the care, handling, and treatment of
warm blooded animals heid for research, teaching, or
other activities supported by this award of assistance.

Will comply with the Lead-Based Paint Poisoning
Prevention Act (42 U.S.C. §§4801 et seq.) which
prohibits the use of lead-based paint in construction or
rehabilitation of residence structures.

Will cause to be performed the required financial and
compliance audits in accordance with the Single Audit
Act Amendments of 1596 and OMB Circular No. A-133,
"Audits of States. Local Governments, and Non-Profit
Organizations.”

Will comply with ail applicable requirements of all other
Federal laws, executive orders, regulations, and policies
governing this program.

SIGNATURE OF AUTHORIZED CERTIFYING OFFICIAL

TITLE

APPLICANT ORGANIZATION

DATE SUBMITTED

August 17, 2005

~!
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EXHIBIT I

CMB Apgroval No. 3348-3242

ASSURANCES - CONSTRUCTION PROGRAMS

Public reporting burcen for this collection cf information is estimated to average 15 minuies per response, including time for reviewing
instructions, searching existing data sources, gathering anc maintaining the cata reeded, and compieting and reviewing ihe coliection of
information. Send cemments regarding the burden estimate or any other aspsct of this collection of information, including suggesticns for
reducing this burden, to the Office of Management and Budget, Paperwork Reductien Project (0348-0042), Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.
SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

NOTE: Certain of these assurances may not be applicable to your project or program. If you have questions, please contact the
Awarding Agency. Further, ceriain Federal assistance awarding agercies may require applicants to ceriify to additional

1.

Previcus Edition Usable

assurances. If such is the case, you will be notified.

Has the legal authority to apply for Federal assistance,
and the institutional, managerial and financial capability
(including funds sufficient to pay the non-Federal share
of project costs) to ensure proper planning,
management and ccmpletion of the project described in
this application.

Will give the awarding agency, the Comptroller General
of the United States and, if appropriate, the State,
through any authorized representative, access to and
the right to examine all records, books, papers, or
documenits related to the assistance; and will establish
a proper accounting system in accordance with
generally accepted accounting standards or agency
directives.

Will not dispose of, modify the use of, or change the
terms of the real property title, or other interest in the
site and facilities without permission and instructions
from the awarding agency. Will record the Federal
interest in the titie of real property in accordance with
awarding agency directives and will include a covenant
in the titie of real property aquired in whole or in part
with Federal assistance funds to assure non-
discrimination during the useful life of the project.

Will comply with the requirements of the assistance
awarding agency with regard to the drafting, review and
approval of construction plans and specifications.

Will provide and maintain competent and adequate
engineering supervision at the construction site to
ensure that the complete work conforms with the
approved plans and specifications and will furnish
progress reports and such other information as may be
required by the assistance awarding agency or State.

Will initiate and complete the work within the applicable
tme frame after receipt of approval of the awarding
agency.

Will establish safeguards to prohibit empioyees from
using their positions for a purpose that constitutes or
presents the appearance of personal cr organizational
conflict of interest, or personal gain.

9

10.

Authorized for Local Reproduction

As the duly suthorized representative of the applicant, | certify that the appiicant:
8.

Will comply with the Intergovernmental Personne! Act
of 1970 (42 U.S.C. §§4728-4763) relating to prescribed
standards for merit systems for programs funded
under one of the 19 statutes or regulations specified in
Appendix A of OPM's Standards for a Merit System of
Personnel Administration (5 C.F.R. 900, Subpart F).

Will comply with the Lead-Based Paint Poisoning
Prevention Act (42 U.S.C. §§4801 et seq.) which
prohibits the use of lead-based paint in constructicn or
renabilitation of residence structures.

Will comply with all Federal statutes relating to non-
discrimination. These include but are not limited to: (a)
Title V! of the Civil Rights Act of 1964 (P.L. 88-352)
which prohibits discrimination on the basis of race,
color or national origin; (b) Title IX of the Education
Amendments of 1972, as amended (20 U.S.C. §§1881
1683, and 1685-1686), which prohibits discrimination
on the basis of sex; (c) Section 504 of tne
Rehabilitation Act of 1973, as amended (29 U.S.C.
§794), which prohibits discrimination on the basis of
handicaps; (d) the Age Discrimination Act of 1975, as
amended (42 U.S.C. §§6101-6107), which prohicits
discrimination on the basis of age; (e) the Drug Abuse
Office and Treatment Act of 1972 (P.L. 92-255), as
amended, relating to nondiscrimination on the basis of
drug abuse; (f) the Comprenensive Alcohol Abuse and
Alcoholism Prevention, Treatment and Rehabiiitation
Act of 1970 (P.L. 91-616), as amended, relating to
nondiscrimination on the basis of alcoho! abusea or
alcoholism; (g) §§523 and 527 of the Public Health
Service Act of 1912 (42 U.S.C. §§290 dd-3 and 290 ee
3), as amended, relating to confidentiality of alcohol
and drug abuse patient records; (h) Title VIl of the
Civil Rights Act of 1968 (42 U.S.C. §§3601 et seq.). as
amended, relating to nondiscrimination in the saie,
rental or financing of housing; (i) any other
nondiscrimination provisions in the specific statute(s)
uncer which appiicaticn for Federa: assisiarice is teing
made; and, () the requirements cf any cther
nondiscrimination statute(s) which may apply to the
application.

Standard Form 424D (Rev. 7-37)
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1.

12

13.

14.

Will comply, or has already complied, with the
requirements of Titles Il and il of the Uniform Relocation
Assistanice and Reai Property Acquisition Policies Act of
1970 (P.L. 91-646) which provide for fair and eguitable
reaiment of persons displaced or whose property is
acquired as a result of Federal and federaily-assisted
programs. These requirements apply to all interests in real
property acquired for project purposes regardless of
Federal participation in purchases.

Will compiy with the provisions of the Hatch Act (5 U.S.C.
§§1501-1508 and 7324-7328) which limit the political
activities of employees whose principal employmerit
activities are funded in whole cr in part with Federal funds.

Wiil compiy, as applicable, with the provisions of the Davis-
Bacon Act (40 U.S.C. §§276a to 276a-7), the Copeland Act
(40 U.S.C. §276c and 18 U.S.C. §874), and the Contract
Work Hours and Safety Standards Act (40 U.S.C. §§327-
333) regarding labor stancdards for federally-assisted
construction subagreements.

Will comply with flood insurance purchase requirements of
Section 102(a) of the Flood Disaster Protection Act of 1973
(P.L. 93-234) which requires recipients in a special flood
hazard area to participate in the program and to purchase
flood insurance if the total cost of insurable construction
and acquisition is $10,000 or more.

Will comply with environmental standards which may be
prescribed pursuant to the following: (a) institution of
environmental quality contro! measures under the

16.

17.

18.

18.
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National Environmental Policy Act of 1969 (P.L. 91-
190) and Executive Order (EO) 11514; (b) notification
of violating facilities pursuant to EO 11738; (c)
protection of wetlands pursuant to EOQ 11290; (d)
evaluation of flood hazards in floodplains in accordarnce
with EO 11288; (e) assurance of project ccnsistency
with the apprcved State management program
developed under the Coastal Zone Management Act of
1972 (18 U.S.C. §§1451 et seq.), (f) conformity of
Federa! actions to State (Clean Air) Implementation
Plans under Section 178(c) of the Clean Air Act of
1955, as amended (42 U.S.C. §§7401 et seq.); (9)
protecticn of underground sources cf drinking water
under the Safe Drinking Water Act of 1974, &s
amended (P.L. 93-523); and, (h) protection of
endangered species under the Endangered Species Act
of 1973, as amended (P.L. 93-205).

Will comply with the Wild and Scenic Rivers Act of
1968 (16 U.S.C. §§1271 et seq.) related to protecting
components or potential components of the national
wild and scenic rivers system.

Will assist the awarding agency in assuring compliance
with Section 106 of the National Historic Preservation
Act of 1966, as amended (16 U.S.C. §470), EO 11593
(identification and protection of historic properties), and
the Archaeological and Historic Preservation Act of
1974 (16 U.S.C. §§469a-1 et seq.).

Will cause to be performed the required financial and
compliance audits in accordance with the Single Audit
Act Amendments of 1596 and OMB Circular No. A-133.
"Audits of States, Local Governments, and Non-Profii
Organizations.”

Will comply with all applicable requirements of all other
Federal laws, executive orders, regulations, and policies
governing this program.

SIGNATURE OF AUTHORIZED CERTIFYING OFFiCIAL

TiTLE

AFPLICANT ORGANIZATION

DATE SUBMITTED

August 17, 2005
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FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS
NET MONTHLY INCOME STANDARDS
(Effective October 1, 2004)

Household Size Income Limit

1 $§ 910
1,175
1,440

2
3
4 1,705
5 1,989
6 2,272
7 2,537

8 2,802
Each additional member + 265

Computation of Income Eligibility Standards - The income eligibility limits for each household size
are based on the sum of the Food Stamp Program net monthly income limits and the food stamp
standard deduction amounts used for the contiguous United States.

Income Deductions - see 7 CFR 253.6(f)

Dependent Care Deduction - The current maximum allowable dependent care deduction is $200 for
dependent children under 2 years of age, and $175 for all other dependents.

Earned Income Deduction - Households with earned income are allowed a deduction of 20 percent
of their earned income.

Medicare Part B Medical Insurance Premium Deduction - Households that incur t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>