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actions against subdistributing or local
agencies in accordance with the provi-
sions of §250.17(c) of this chapter. The
State agency must use funds recovered
as a result of claims actions against
participants for allowable program
costs. The State agency may authorize
local agencies to use such funds for al-
lowable program costs incurred at the
local level.

[70 FR 47063, Aug. 11, 2005, as amended at 81
FR 66496, Sept. 28, 2016; 83 FR 14173, Apr. 3,
2018; 85 FR 68722, Oct. 30, 2020]

§247.26 Return of
funds.

(a) Must State agencies return adminis-
trative funds that they do not use at the
end of the fiscal year? Yes. If, by the end
of the fiscal year, a State agency has
not obligated all of its allocated ad-
ministrative funds, the unobligated
funds must be returned to FNS.

(b) What happens to administrative
funds that are returned by State agencies
at the end of the fiscal year? If, in the
following fiscal year, OMB reappor-
tions the returned administrative
funds, the funds are used to support the
program. Such funds are not returned
to State agencies in the form of admin-
istrative funds in addition to the legis-
latively mandated grant per assigned
caseload slot.

administrative

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

§247.27 Financial management.

(a) What are the Federal requirements
for State and local agencies with regard to
financial management? State and local
public agencies, as well as nonprofit or-
ganizations, must maintain a financial
management system that complies
with the Federal regulations contained
in 2 CFR part 200, subparts D and E,
and USDA implementing regulations 2
CFR parts 400 and 415. The State agen-
cy’s financial management system
must provide accurate, current, and
complete disclosure of the financial
status of the program, including an ac-
counting of all program funds received
and expended each fiscal year. The
State agency must ensure that local
agencies develop and implement a fi-
nancial management system that al-
lows them to meet Federal require-
ments.

§247.29

(b) What are some of the major compo-
nents of the State agency’s financial man-
agement system? In addition to other re-
quirements, the State agency’s finan-
cial management system must provide
for:

(1) Prompt and accurate payment of
allowable costs;

(2) Timely disbursement of funds to
local agencies;

(3) Timely and appropriate resolution
of claims and audit findings; and

(4) Maintenance of records identi-
fying the receipt and use of administra-
tive funds, funds recovered as a result
of claims actions, program income (as
defined under §247.25(e)), and property
and other assets procured with pro-
gram funds.

[70 FR 47063, Aug. 11, 2005, as amended at 83
FR 14174, Apr. 3, 2018]

§247.28 Storage and inventory of com-
modities.

(a) What are the requirements for stor-
age of commodities? State and local
agencies must provide for storage of
commodities that protects them from
theft, spoilage, damage or destruction,
or other loss. State and local agencies
may contract with commercial facili-
ties to store and distribute commod-
ities. The required standards for
warehousing and distribution systems,
and for contracts with storage facili-
ties, are included in §250.12 and §250.14
of this chapter.

(b) What are the requirements for the
inventory of commodities? A physical in-
ventory of all USDA commodities must
be conducted annually at each storage
and distribution site where these com-
modities are stored. Results of the
physical inventory must be reconciled
with inventory records and maintained
on file by the State or local agency.

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

[70 FR 47063, Aug. 11, 2005, as amended at 85
FR 68722, Oct. 30, 2020]

§247.29 Reports and recordkeeping.

(a) What recordkeeping requirements
must State and local agencies meet? State
and local agencies must maintain accu-
rate and complete records relating to
the receipt, disposal, and inventory of
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§247.30

commodities, the receipt and disburse-
ment of administrative funds and other
funds, eligibility determinations, fair
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-425, Federal Financial Report.
The State agency must submit the SF-
425, Federal Financial Report, to report
the financial status of the program 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. Revised reports may
be submitted at a later date, but FNS
will not be responsible for reimbursing
unpaid obligations 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;

(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

7 CFR Ch. Il (1-1-24 Edition)
expended and obligated, and the
amount remaining unobligated.

(3) FNS-191, Racial/Ethnic Group Par-
ticipation. Local 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)

[70 FR 47063, Aug. 11, 2005, as amended at 72
FR 24184, May 2, 2007; 79 FR 38751, July 9,
2014; 85 FR 68722, Oct. 30, 2020]

§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 §250.16(a) 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 §250.17(c) of this chapter.
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