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hearings, and other program activities.
State and local agencies must also
maintain records pertaining to liabil-
ity for any improper distribution of,
use of, loss of, or damage to commod-
ities, and the results obtained from the
pursuit of claims arising in favor of the
State or local agency. All records must
be retained for a period of three years
from the end of the fiscal year to which
they pertain, or, if they are related to
unresolved claims actions, audits, or
investigations, until those activities
have been resolved. All records must be
available during normal business hours
for use in management reviews, audits,
investigations, or reports of the Gen-
eral Accounting Office.

(b) What reports must State and local
agencies submit to FNS? State agencies
must submit the following reports to
FNS:

(1) SF-269A, Financial Status Report.
The State agency must submit the SF-
269A, Financial Status Report, to re-
port the financial status of the pro-
gram at the close of the fiscal year.
This report must be submitted within
90 days after the end of the fiscal year.
Obligations must be reported for the
fiscal year in which they occur. Re-
vised reports may be submitted at a
later date, but FNS will not be respon-
sible for reimbursing unpaid obliga-
tions later than one year after the end
of the fiscal year in which they were
incurred.

(2) FNS-153, Monthly Report of the
Commodity Supplemental Food Program
and Quarterly Administrative Financial
Status Report. The State agency must
submit the FNS-1563 on a monthly
basis. FNS may permit the data con-
tained in the report to be submitted
less frequently, or in another format.
The report must be submitted within 30
days after the end of the reporting pe-
riod. On the FNS-153, the State agency
reports:

(i) The number of program partici-
pants in each population category (e.g.,
infants, children, and elderly);

(ii) The receipt and distribution of
commodities, and beginning and ending
inventories, as well as other com-
modity data; and

(iii) On a quarterly basis, the cumu-
lative amount of administrative funds
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expended and obligated, and the
amount remaining unobligated.

(3) FNS-191, Racial/Ethnic Group Par-
ticipation. Liocal agencies must submit
a report of racial/ethnic participation
each year, using the FNS-191.

(c) Is there any other information that
State and local agencies must provide to
FNS? FNS may require State and local
agencies to provide data collected in
the program to aid in the evaluation of
the effect of program benefits on the
low-income populations served. Any
such requests for data will not include
identification of particular individuals.

(Approved by the Office of Management and
Budget under control numbers 0584-0025,
0584-0293)

§247.30 Claims.

(a) What happens if a State or local
agency misuses program funds? If FNS
determines that a State or local agen-
cy has misused program funds through
negligence, fraud, theft, embezzlement,
or other causes, FNS must initiate and
pursue a claim against the State agen-
cy to repay the amount of the misused
funds. The State agency will be given
the opportunity to contest the claim.
The State agency is responsible for ini-
tiating and pursuing claims against
subdistributing and local agencies if
they misuse program funds.

(b) What happens if a State or local
agency misuses program commodities? If a
State or local agency misuses program
commodities, FNS must initiate a
claim against the State agency to re-
cover the value of the misused com-
modities. The procedures for pursuing
claims resulting from misuse of com-
modities are detailed in §250.15(c) of
this chapter. Misused commodities in-
clude commodities improperly distrib-
uted or lost, spoiled, stolen, or dam-
aged as a result of improper storage,
care, or handling. The State agency is
responsible for initiating and pursuing
claims against subdistributing agen-
cies, local agencies, or other agencies
or organizations if they misuse pro-
gram commodities. The State agency
must use funds recovered as a result of
claims for commodity losses in accord-
ance with §250.15(c) of this chapter.

(c) What happens if a participant im-
properly receives or uses CSFP benefits
through fraud? The State agency must
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ensure that a local agency initiates a
claim against a participant to recover
the value of CSFP commodities im-
properly received or used if the local
agency determines that the partici-
pant, or the parent or caretaker of the
participant, fraudulently received or
used the commodities. For purposes of
this program, fraud includes inten-
tionally making false or misleading
statements, or intentionally with-
holding information, to obtain CSFP
commodities, or the selling or ex-
change of CSFP commodities for non-
food items. The local agency must ad-
vise the participant of the opportunity
to appeal the claim through the fair
hearing process, in accordance with
§247.33(a). The local agency must also
disqualify the participant from CSFP
for a period of up to one year, unless
the local agency determines that dis-
qualification would result in a serious
health risk, in accordance with the re-
quirements of §247.20(b).

(d) What procedures must be used in
pursuing claims against participants? The
State agency must establish standards,
based on a cost-benefit review, for de-
termining when the pursuit of a claim
is cost-effective, and must ensure that
local agencies use these standards in
determining if a claim is to be pursued.
In pursuing a claim against a partici-
pant, the local agency must:

(1) Issue a letter demanding repay-
ment for the value of the commodities
improperly received or used;

(2) If repayment is not made in a
timely manner, take additional collec-
tion actions that are cost-effective, in
accordance with the standards estab-
lished by the State agency; and

(3) Maintain all records regarding
claims actions taken against partici-
pants, in accordance with §247.29.

(Approved by the Office of Management and
Budget under control number 0584-0293)

§247.31 Audits and investigations.

(a) What is the purpose of an audit?
The purpose of an audit is to ensure
that:

(1) Financial operations are properly
conducted;

(2) Financial reports are fairly pre-
sented;

(3) Proper inventory controls are
maintained; and

§247.31

(4) Applicable laws, regulations, and
administrative requirements are fol-
lowed.

(b) When may the Department conduct
an audit or investigation of the program?
The Department may conduct an audit
of the program at the State or local
agency level at its discretion, or may
investigate an allegation that the
State or local agency has not complied
with Federal requirements. An inves-
tigation may include a review of any
State or local agency policies or prac-
tices related to the specific area of con-
cern.

(c) What are the responsibilities of the
State agency in responding to an audit by
the Department? In responding to an
audit by the Department, the State
agency must:

(1) Provide access to any records or
documents compiled by the State or
local agencies, or contractors; and

(2) Submit a response or statement to
FNS describing the actions planned or
taken in response to audit findings or
recommendations. The corrective ac-
tion plan must include time frames for
implementation and completion of ac-
tions. FNS will determine if actions or
planned actions adequately respond to
the program deficiencies identified in
the audit. If additional actions are
needed, FNS will schedule a follow-up
review and allow sufficient time for
further corrective actions. The State
agency may also take exception to par-
ticular audit findings or recommenda-
tions.

(d) When is a State or local agency
audit required? State and local agency
audits must be conducted in accord-
ance with part 3052 of this title, which
contains the Department’s regulations
pertaining to audits of States, local
governments, and nonprofit organiza-
tions. The value of CSFP commodities
distributed by the agency or organiza-
tion must be considered part of the
Federal award.

(e) What are the requirements for State
or local agency audits? State and local
agency audits must be conducted in ac-
cordance with the requirements of part
3052 of this title, which contains the
Department’s regulations pertaining to
audits of States, local governments,
and nonprofit organizations. The State
agency must ensure that local agencies
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