
568 

7 CFR Ch. II (1–1–23 Edition) § 250.16 

from recipients, recipient agencies, or 
other entities relating to donated foods 
must be resolved in an expeditious 
manner, and in accordance with appli-
cable requirements in this part. How-
ever, the distributing agency may not 
dispose of any donated food that is the 
subject of a complaint prior to guid-
ance and authorization from FNS. Any 
complaints regarding product quality 
or specifications, or suggested product 
improvements, must be submitted to 
FNS through the established FNS do-
nated foods complaint system for 
tracking purposes. If complaints may 
not be resolved at the State level, the 
distributing agency must provide infor-
mation regarding the complaint to 
FNS. The distributing agency must 
maintain a record of its investigations 
and other actions with respect to com-
plaints relating to donated foods. 

§ 250.16 Claims and restitution for do-
nated food losses. 

(a) Distributing agency responsibilities. 
The distributing agency must ensure 
that restitution is made for the loss of 
donated foods, or for the loss or im-
proper use of funds provided for, or ob-
tained as an incident of, the distribu-
tion of donated foods. The distributing 
agency must identify, and seek restitu-
tion from, parties responsible for the 
loss, and implement corrective actions 
to prevent future losses. 

(b) FNS claim actions. FNS may ini-
tiate and pursue claims against the dis-
tributing agency or other entities for 
the loss of donated foods, or for the 
loss or improper use of funds provided 
for, or obtained as an incident of, the 
distribution of donated foods. FNS may 
also initiate and pursue claims against 
the distributing agency for failure to 
take required claim actions against 
other parties. FNS may, on behalf of 
the Department, compromise, forgive, 
suspend, or waive a claim. FNS may, at 
its option, require assignment to it of 
any claim arising from the distribution 
of donated foods. 

§ 250.17 Use of funds obtained inci-
dental to donated food distribution. 

(a) Distribution charge. The distrib-
uting agency must use funds obtained 
from the distribution charge imposed 
on recipient agencies in child nutrition 

programs, in accordance with 
§ 250.13(b), to meet the costs of storing 
and distributing donated foods or re-
lated administrative costs, consistent 
with the limitations on the use of 
funds provided under a Federal grant in 
2 CFR part 200, subparts D and E, and 
USDA implementing regulations at 2 
CFR parts 400 and 416. The distributing 
agency must maintain such funds in an 
operating account, separate from other 
funds obtained incidental to donated 
food distribution. The amount of funds 
maintained at any time in the oper-
ating account may not exceed the dis-
tributing agency’s highest expenditure 
from that account over any three- 
month period in the previous school or 
fiscal year, unless the distributing 
agency receives FNS approval to main-
tain a larger amount of funds in such 
account. Unless such approval is grant-
ed, funds in excess of the established 
limit must be used to reduce the dis-
tribution charge imposed on recipient 
agencies, or to provide appropriate re-
imbursement to such agencies. The dis-
tributing agency may not use funds ob-
tained from the distribution charge to 
purchase foods to replace donated food 
losses or to pay claims to make res-
titution for donated food losses. 

(b) Processing and food service manage-
ment company contracts. School food au-
thorities must use funds obtained from 
processors in processing of donated 
foods into end products (e.g., through 
rebates for the value of such donated 
foods), or from food service manage-
ment companies in crediting for the 
value of donated foods received, in sup-
port of the nonprofit school food serv-
ice, in accordance with § 210.14 of this 
chapter. Other recipient agencies must 
use such funds in accordance with the 
requirements in paragraph (c) of this 
section. 

(c) Claims and other sources. The dis-
tributing agency must ensure that 
funds collected in payment of claims 
for donated food losses are used only 
for the payment of expenses of the food 
distribution program. The first priority 
for the use of funds collected in a claim 
for the loss of donated foods is the pur-
chase of replacement foods for use in 
the program in which the loss oc-
curred. If the purchase of replacement 
foods is not feasible, funds collected in 
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