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To: Institutions Participating in the Child and Adult Care Food Program

From: /\.^'rf{i- &'.-----Amette Cowan, ff"uafi
Special Nutrition Pro gid-ms

ft

Subject: Assessing Costs in the Child and Adult Care Food Program

The attached tip sheet on "Assessing Costs in the Child and Adult Care Food Program

(cACFP)' provides guidance on the process State agencies and sponsors should use when

considering propor.J ur., ofthe nonprofit food service account funds for CACFP-related costs'

State agencies and institutions have the discretion to determine the allow-ability ofinstitutions to

use noiprofit food service account funds to pay for costs following cost principle guidelines. In

determining what proposed costs and related activities may be supported by the nonprofit food

service acciunt, an inititution and State agency should assess the allow-ability ofcosts by

considering the activity's impact in supporting the operation and/or improvement of the cACFP.

In doing so', an institution und Stut. agency must consider whether the proposed cost is

l..uronu=bl., necessary, and allocable in accordance with 2 CFR Part 200 "Uniform

Administrative Requirements, Cost Principles, and Audit Requirements lor Federal Awards,

Subpart E - Cost PrinciPles".

The cost principles serve an extremely important function in considering proposed costs and

assisting program operators in better undeistanding how nonprofit food service account funds are

being ,rJed. ihe cost p.inciples must be used for the purpose of cost determination and are not

intended to dictate the extent of financial assistance for a particular cost objective.

If you have questions, please contact your regional consultant'

c: SNP Staff
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Assessing Costs in the Child and
Adult Care Food Program (CACFP)

A RESOURCE
FOR

CACFP

INSTITUT'ONS

Easic Guidelines for
Determining Allow-

ability of Costs

Helpful Tip

Costs can be

a llocated as either
direct or indirect.
Direct costs are

those that are
related entirely to

the cAcFP.
Indirect costs are
those that may be

assignable to the
CACFP and other

non-Program
obiectives.

Food t t{ut.itlon s€.vlr€

-
lntroduction
Office of Management and Budget (OMB) Guidance under 2 CFR Part 200 "Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
Subpart E - Cost Principles"; requires grantees receiving Federalfunds to consider the
following factors when determining the allow-ability of costs:

+ Be necessary and reasonable for proper and efficient administration of the Programs

+ Be allocable to Federal awards applicable to the administration of the Programs

+ Be authorized and not prohibited under State or local laws

Selected ltems of Cost
An extensive list of allowable and unallowable administrative and operating costs is provided in
the cAcFP FNS Instruction 796-2 (Rev.4) Soction Vlll, | "Selected ltems of cost". Also,
Exhibit | "Costs Requiring Additional Approvals" is a helpful chart which itemizes each
allowable cost and specifies the type of approval required (Prior State Agency Approval,
Specific Prior Written State Agency Approval, and FNS Regional Office Approval)

Typical costs considered allowable include:

+ Operating Costs
+ Compensation for food service labor and office staff working solely for the CACFP
+ Food and Nonfood supplies (e.9., napkins, trays, utensils)
a Food service nonexpendable equipment

+ Administrative costs
f Planning, organizing, and managing a food service operation under the CACFP to

accomplish: 1) reviewing and submitting facility applications to the State agency
for CACFP participation approval, 2) reviewing and approving income eligibiliiy

statements; 3) providing nutrition education to CACFP staff; 4) providing CACFP
training for institution staff and facilities; and 4) conducting CACFO monitoring and

training visits to sponsored facilities

Typical costs considered unallowable include:

{ Losses arising from uncollectable accounts including when reasonable efforts have

been made to collect them
+ Payment of overclaims, fines, and/or penalties resulting from Program violations

+ Entertainment (e.9., social activities, amusements)
{ Costs not included in the CACFP's budget as approved
+capita|expenditures(e'9',acquisitionof|andandbui|dings,thea|terationofexist.ng

facilities)
. lnitial purchase of vehicles
+Non-businesspurchasedcommunicationcosts(e,g.,personaIcellphones'internet

services, etc.)
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Helpful Tip

For costs not
included in the list of
unallowable costs in

the FNS Instruction

796-2 (Rev 4),

institutions and

States have the
discretion to

determine the allow-
ability of using

nonprofit food

service funds to pay

for such costs

following cost

principle guidelines.

Additional Resources

CACFP FNS hsruction
796-2, Rev 4

CACFP Guidance fol
Manatement Plans and Budgets

(Part 2 A,B)

c.ontact your state agencl for
additional astlstance and

support.

Aseessing Costs in the CACFP

Determining Allow-ability of Costs Process

When considering proposed uses of nonprofit food service account funds for CACFP-
related costs, the following is a list of assessment questions to assist institutions in

determining if costs are allowable under Federal cost principles; i.e., necessary,
reasonable, and allocable.

+ What is the priority status for use of the nonprofit food service account?

+ ls the food service operation achieving its objective, the service of
reimbursable meals?

+ What producvservice is being considered for acquisition?

+ How does this producuservice directly benefit the operation and/or improvement
of the food service program and its priorities (i.e., encourage the service of
reimbursable meals)?

+ ls the cost essential to fulfill regulatory requirements for proper and efficient
administration of the CACFP and are prior approval procedures being followed?

+ What is the estimated cost of the producvservice? Would a prudent person in

like circumstances opt lo incur the cost?

+ lf it is a shared cost between the CACFP and other non-program objectives, is

the pro-rated portion assigned to the CACFP a fair measurement ofthe CACFP's
benefit from incurring the cost?

+ What alternative options through lowno cost ways to address the need have
been taken (i.e., purchasing low/lower cost items; using the service of
volunteers, etc.)

+ Would the proposed cost divert nonprofit food service account funds from
supporting food service operation staff time and effort, thus impair or diminish the
delivery of the food service operation?

+ ls the proposed cost for a capital expenditure other than the acquisition of real
property (i.e., building, land) necessary for the operation of the cAcFP?

+ lf applicable, is the proposed depreciation cost of nonexpendable equipment

equitable considering the use of assets and the benefits to the CACFP?

+ ls the method of computing depreciation consistently applied for all like

nonexpendable equiPment?

Summarizing a Cost Assessment
To complete an assessment of a proposed cost' both the institution and State

agency should summarize the assessment of the cost, including why the cost is

allowable (i.e., necessary, reasonable, and allocable) in light ofthe responses to

the questions above.

This summary would assist the institution in communicating a requesl and the

State agency in communicating a decision for each proposed cost to the nonprofit

food se-rvice-account and provide supporting documentation upon request by FNS

and/or a Federal/State auditor.


