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The following information was approved by the NDE Committee of Practitioners March 20, 2024. 
 
Federal Funds used for Prizes, Incentives or Rewards 
The use of Federal funds for prizes, incentives, or rewards is not detailed in law or guidance and this makes 
it open to interpretation by state and local auditors and monitors. Best advice: 

1. Use funds from other sources for prizes, incentives, or rewards unless a Federal 
Program’s guidance specifically approves it. 

2. If Federal funds are used, include justification/rationale on the documentation submitted for 
payment. This does not guarantee reimbursement. 

OMB Circular A-87, Attachment A, Paragraph C.1 simply states that all Federal costs must be necessary 
and reasonable for proper and efficient performance and administration of the program and must be 
authorized or not prohibited under state or local laws. To apply these rules to proposed costs ask these 
questions: 

1. Is it necessary and reasonable? 
a. Will it further the goals of the program? If a Title I Schoolwide Program, will it support 

the strategies identified in the schoolwide plan? 
b. Does it have a clearly demonstrative and legitimate purpose? 
c. Is the cost justifiable? 

 
2. Could the proposed expenditure be interpreted as “paying” for participation (attendance) or for 

achievement (scores on tests)? 
a. If the answer is yes, then Federal funds cannot be used according to guidance from the 

U.S. Department of Education. 
 

3. Is it supplementing, not supplanting district efforts? 
a. Are funds (other than Federal) used to provide this cost in other non-Federal 

programs or activities? 
i. If the answer is yes, then Federal funds cannot be used according to guidance 

from the U.S. Department of Education. 
 

The following section is specific to ALL Federal Title Programs 
 

• §200.303_ Internal_ controls_ 
The non-Federal entity (district) must: 

(a)Establish and maintain effective internal control over the Federal award that provides reasonable assurance that 
the non-Federal entity is managing the Federal award in compliance with Federal statutes, regulations, and the 
terms and conditions of the Federal awards.  
 

NDE has determined that that the following items are not “reasonable and necessary” Federal 
Title Program expenditures and will not be approved as allowable for purchase with Federal Title 

funds. 
 
This is not a complete list, but rather a sampling of the types of items for which districts will not be 
reimbursed. 

⊗  Prizes and/or cash awards 
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⊗  Entertainment--Per 2 CFR 200.438, the cost of entertainment, including amusement, diversion, and 
social activities and any associated costs are unallowable (such as tickets to shows or sports 
events, meals, lodging, rentals, transportation, and gratuities).  o NOTE:  Title I-D (Delinquent) 
programs may allow some social activities.  Please consult with appropriate NDE staff before 
incurring these types of expenditures to determine if allowable.  

⊗ Cake, balloons, crowns, leis, cowboy hats, dog tags, bracelets, t-shirts, hats, rings, tattoos, whistles, 
candy, ice cream, soda pop, trinkets, and other items having questionable educational value (This 
is not a complete list, but rather a sampling of the types of items for which districts will not be 
reimbursed.) 

⊗  Conference attendance that doesn’t support the Federal Title program/plan 
⊗ Prepaid gift / cash cards—i.e. Amazon, I-tunes, Wal-Mart, convenience stores etc. because non-

educational items could be purchased. Direct purchases from these companies will be considered 
if the item(s) are appropriate to support the Federal Title program, but using gift cards to make 
purchases will not be allowed. (Very difficult matching up the purchases of the gift-cards with the 
actual items that are purchased. Sometimes the gift cards are purchased in one grant period and 
not spent until the following grant period.) 

Prepaid store cards are allowed with some exceptions when the allocations are for children and youth 
experiencing homelessness.  *See information on the following pages*. 

⊗  Door prizes 
⊗ Parent Involvement activities that do not actually involve the parents. i.e. Award 

ceremonies/celebrations in which parents are invited to attend are not allowed. Parent Involvement 
Activities MUST involve the parents. They cannot simply be in the audience—not participating 

• Schools may not charge for admission or fees for an event/activity and then use Title I funds for the 
event (prizes, food, activities, etc.). 

⊗  Food for Parent/Teacher Conferences 

The following expenditure items always require supporting documentation. 
But note, that following these guidelines does not necessarily guarantee reimbursement. 

⊗  Credit card purchases 
⊗ Travel expenditures related to a conference requires adequate documentation (per OMB Circular A-

87) (per 2 CFR 200.475) 
⊗ Title I allows the provision of food for Parent Engagement activities, but limits the food to “light 

refreshments” (i.e. fresh fruit and/or vegetables, cookies, lemonade, finger-foods, etc.) and requires 
an agenda or other supporting documentation. (Federal Title Program funds cannot be used for 
purchasing candy.) 

⊗ Generally, there is an exceedingly high burden of proof that paying for food and beverages with 
Federal funds is necessary to meet the goals and objectives of a federal grant. There may be unique 
circumstances where the costs would be permissible because they are reasonable and necessary. 
To be considered for reimbursement, the district must provide a detailed explanation as to why the 
purchase is necessary with Federal funds. 

⊗  Petty-cash purchases 
⊗  Reimbursement to individuals 
⊗  Field trips always require adequate documentation which includes the educational value 

 
NDE has concluded that the following Motivational-type items could be determined “reasonable and 
necessary” Federal Title program expenditures and may be approved as allowable purchases with Federal 
Title funds, if acceptable by the specific grant program. 
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⊗ Books, board games, recognition certificates, pencils, erasers, bookmarks, and other educational 

type of items 
 

*Expenditures for McKinney-Vento/ARP-HCY grant funds- Prepaid Store Cards for Homeless Children 
and Youth (HCY)  
 
The McKinney-Vento (MV) Act defines “homeless children and youth “as individuals who lack a fixed, regular, 
and adequate nighttime residence.” The term includes children and youth, 21 and under, who are:  
Sharing housing due to economic struggles (doubled-up); Living in a shelter, hotel, motel, or campground.  
Living in a public place not designed for sleeping (cars, parks); Migratory children who qualify as homeless 
because they are living in circumstances described above.  Unaccompanied youth, not living with a parent or 
guardian, in a living situation described above. 

• The McKinney-Vento Act is designed to address the challenges that homeless children and youth 
face in enrolling, attending, and succeeding in school. To that end, the purchase of prepaid 
store cards with federal funds for the benefit only of students who meet the definition above 
IS allowable under the following circumstances: 

o LEAs must use McKinney-Vento funds to assist homeless children and youths in 
enrolling, attending, and succeeding in school. 

o Purchase of gas cards for students and families to ensure students are able to get to school.  
o Purchase of prepaid store cards to ensure the students basic needs are being met (food, 

hygiene supplies, school supplies, or anything deemed necessary for the child to attend) 
 
ARP-HCY funds supplement the McKinney-Vento Education for Homeless Children and Youth (EHCY) 
program. All allowable EHCY uses apply to these funds which include providing store cards/prepaid debit 
cards to purchase materials necessary for students to participate in school activities. 

• Direct purchases for services/allowable uses will be considered if the item(s) are appropriate to 
support the Federal program. A complete list of allowable uses can be found here.  

 
 
Tracking Usage of Pre-Paid Store Cards for use of McKinney-Vento & ARP-HCY Funds:  
 
 While the purchase of prepaid store cards to support students experiencing homelessness is allowable, districts 
are expected to implement systems to ensure that store cards are used in alignment with the requirements of the 
program. Examples of these controls could include:  

• Developing a system/or online form accessible on a phone or other device (such as Google Forms) that 
parents complete assuring consent as to how the cards will be used. 

• Having the district McKinney-Vento Liaison/Counselor/Social Worker meet families at the register to 
review items prior to purchase. 

• Requiring submission of receipts to document purchases with store cards. 
• Other controls as developed by the district and approved by the Nebraska Department of Education 

McKinney-Vento State Coordinator. 
Before districts charge expenditures to Federal Title programs, the question should be asked, 
“Can we have an effective Federal Title program without these items?” 

 
Contact the NDE Federal Title program consultant for your district if you have questions 

https://schoolhouseconnection.org/wp-content/uploads/2023/09/Allowable-Uses-of-ARP-HCY-Funds-2-page-reference.pdf

