State of Arizona
Department of Education

CN# 19-13
MEMORANDUM
TO: Sponsors of the National School Lunch Program
FROM: Mary Szafranski, Deputy Associate Superintendent
Arizona Department of Education, Health and Nutrition Services
Nicholas Dunford, Finance & Operations Director ,
Arizona Department of Education, Health and Nutrition Services (y’agwﬂ[ Stg"‘d
DATE: October 17, 2012

SUBJECT: Requirements for Capital Expenditures accruing to the Nonprofit Food Service in

the Administration of the National School Lunch Program.

It has come to the Arizona Department of Education’s (ADE) attention that Arizona School Food
Authorities (SFA) may not be aware of the requirement that ALL Capital Expenditures accruing
to their nonprofit food service fund must be pre-approved by ADE. This memo serves to review
the federal requirement and provide state procedures on obtaining pre-approvals.

Overview of Federal Requirements

Title 7, Part 210.14 of the Code of Federal Regulations (CFR), requires that SFAs maintain
a nonprofit food service and that the nonprofit food service meet the financial assurances
established in 210.19(a).

7 CFR 210.19(a), requires SFAs shall meet the requirements for the allowability of nonprofit
food service expenditures in accordance with 7 CFR part 3016, or 7 CFR part 3019, as
applicable.

7 CFR 3016.22, applicable to public entities, defers to 2 CFR 225 (OMB Circular A-87) for
the Federal principles for determining allowable costs.

7 CFR 3019.27, applicable to non-profits, defers to 2 CFR 230 (OMB Circular A-122) for
the Federal principles for determining allowable costs.

2 CFR 225 & 230, Appendix B indicate that capital expenditures may be allowable but
only where approved in advance by the awarding agency (ADE).
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ADE Procedures for Pre-Approval

In order to expedite SFAs requests for approval of capital expenditures and to ensure that ADE is
not an impediment to the successful administration of the National School Lunch Program, a
Capital Expenditure Pre-Approval Request Form has been created and is included with this
memorandum. The form requires the SFA provide the following information for each capital

expenditure:

1) Description of the anticipated capital expenditure

a.

SFA should refer to paragraph 15, Equipment and other capital expenditures, of their
applicable OMB Circulars.

2) The acquisition cost

a.

Acquisition cost means the cost of the asset including the cost to put it in place.
Acquisition cost for equipment, for example, means the net invoice price of the
equipment, including the cost of any modifications, attachments, accessories, or
auxiliary apparatus necessary to make it usable for the purpose for which it is
acquired.

3) Validation that the capital expenditure meet the following criteria:

a.

b.

e.

Is necessary and reasonable for proper and efficient performance and administration
of the National School Lunch Program;

Is allocable to the Federal award. A cost is allocable to a particular cost objective if
the goods or services involved are chargeable or assignable in accordance with
relative benefits received,;

Is accorded consistent treatment. A cost may not be assigned to a Federal award as a
direct cost if any other cost incurred for the same purpose in like circumstances has
been allocated as an indirect cost;

Is not included as a cost or used to meet cost sharing or matching requirements of
any other Federal award; and

Is the net of all applicable credits.

Upon receipt of the Capital Expenditure Pre-Approval Request Form, ADE will review the request
and provide a formal response within 5 business days.

If you have any questions or would like additional guidance, please contact Nicholas Dunford,
Finance & Operations Director for Health & Nutrition Services at Nicholas.Dunford@azed.gov
(602) 542-8724.

This institution is an equal opportunity provider.
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Capital Expenditure Pre-Approval Request Form
Please scan & e-mail the completed form to Nicholas.Dunford@azed.gov or Fax to (602) 542-1531 Attention: Nicholas Dunford

g N

Sponsor Name (this is the name of your District, your Non-Profit, your Church, etc.) CTDS #

Description of the anticipated capital expenditure
Refer to paragraph 15, Equipment and other capital expenditures, of the applicable OMB Circulars (4-87 or A-122)

The acquisition cost of the anticipated capital expenditure
Acquisition cost means the cost of the asset including the cost to put it in place. For example, the net invoice price of the equipment, including the cost of any
modifications, attachments, accessories, or auxiliary apparatus necessary to make it usable for the purpose for which it is acquired.

/

(] I certify that the above referenced capital expenditure is necessary and reasonable for proper and efficient performance
and administration of the National School Lunch Program.

I certify that the above referenced capital expenditure is allocable to the Federal award.
[ ] 4 cost is allocable to a particular cost objective if the goods or services involved are chargeable or assignable in accordance
with relative benefits received.

I certify that the above referenced capital expenditure is accorded consistent treatment.
[ ] 4 cost may not be assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like
circumstances has been allocated as an indirect cost.

(] I certify that the above referenced capital expenditure is not included as a cost or used to meet cost sharing or matching
requirements of any other Federal award.

[ ] I certify that the above referenced capital expenditure is the net of all applicable credits.

/
/

Please read and check the box next to each statement

A

SFA Representative (Print full name)

Signature Date
Work E-Mail Address Work Phone Number Ext.
a ADE USE ONLY N\
Approved By: Date:
HNS Finance & Operations Director Revised 10/15/12

N /
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