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SUBJECT: Reviews and Audits; Training - TEFAP Sfatmtracted Recipient Agencies

A. Purpose. To establish a review system to assess the opeshtapability of state-contracted
recipient agencies receiving USDA commodities dmadrtsub-distributors, and ensure

compliance with State and Federal Regulations.

B. Scope. This policy applies to all state-contracted pesmt agencies (RAs), sub-distributors
and warehouses.

C. Authority.

1. 7 CFR 251.10 directs that the State establslkweprocedures encompassing
eligibility, food ordering procedures, storage piGes, inventory controls,
reporting and record keeping requirements and camge with Civil Rights and
nondiscrimination provisions.

2. USDA National Policy Memorandum FD-104, ValudU8DA Donated Foods
for Audits

D. Review Schedules; Monitoring; Training - Responsibiities of State-contracted
Recipient Agency. State-contracted recipient agency will condegufar on-site reviews,
monitoring visits, and trainings of all its sitesib-distributor sites and their own, leased and

donated warehouses as follows.

1. Reviews Reviews are comprehensive, detailed inspectlmatsare conducted to
evaluate every aspect of the TEFAP program to ensamtinued compliance with
all USDA regulations, policies and this Manual. eTtbllowing reviews will be
conducted by the state-contracted recipient agency:

(a) Annual on-site reviews of its own, leased, and donateeaise and/or
storage facility, including sub-distributor sitést further sub-distribute;

(b) A comprehensive on-site review of all the statetiaed recipient agency
sub-distributors at least once every four yearth a minimum of 25%
percent of sub-distributors reviewed each yeacéonpliance with 7 CFR
251, policies, and procedures. Reviews will inelah examination of all the
records related to TEFAP including, as applicaéligibility determination,
food ordering, inventory controls, distribution astdrage of commodities,
reporting and recordkeeping requirements, etc.

(c) The Bureau provides a sample review fornExhibit K — Part 1. Sample Sub-
distributor AnnualReviewsSite Visit
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2.

Monitoring Visits Monitoring visits are on-site inspections thag eonducted to
evaluate critical component areas of the TEFAP aiog and are more general in
scope, less in-depth, and less comprehensive gveaws. The state-contracted
recipient agency will monitor and inspect eachtetistributing sites and sub-
distributors at least once every twelve monthsisues continued compliance
with all USDA regulations, policies and this Manudlhe Bureau provides a
sample monitoring form i&xhibit K — Part 2 Sample Sub-distributor Annual
Monitoring Site Visit

Monitoring visits and reviews must be conductedhe maximum extent
feasible, during the actual distribution of donakealds and/or meal service, and
processing of applications to receive donated food.

A copy of the on-site review and/or monitoringitvdocumentation, including any
findings and corrective actions, will be kept de &t the state-contracted RA’s
primary place of business and available for revbgvthe Bureau.

The state-contracted RA is responsible for ghioyg training annually to its
administrative personnel as well as pertinent stafhe distribution sites, sub-
distributors, etc. to ensure compliance with 7 G5 and pertinent sections of
7CFR 250. For each training session, the RA mashtain a list of attendees
and a copy of the agenda of subjects covered.

The state-contracted RA must conduct annualitrgifor all its staff, sub-
distributors, etc. regarding Civil Rights.

The state-contracted RA shall provide techrasaistance to appropriate staff at
all its distribution and sub-distribution sites @megular basis and no less than
once every two years. Maintain proof of technasdistance provided including
date, topics covered, etc.

The RA must maintain a record of the activitisged here for three years after the
closing of the fiscal year to which they pertain.

E. Review Schedules; Responsibilities — State.

1. The Bureau will annuallgonduct a comprehensive on-site review of eadb-sta

contracted recipient agency. Review will inclusieexamination of all the records
pertaining to TEFAP including eligibility determiti@n, food ordering, inventory
controls, distribution and storage of TEFAP comniedj warehouse practices,
reporting and recordkeeping requirements, and gghits.
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2. The Bureau will conduct bi-annual comprehensaivdits of the documentation of
TEFAP-related expenditures claimed to validateréimbursements paid to each
state-contracted recipient agency.

3. Every year the Bureau will conduct an on-sstgew of all state-contracted recipient
agencies and 25% or 50, whichever is fewer, ahallsub-distributors which receive
TEFAP commodities and/or funds pursuant to an agee¢ with a state-contracted
recipient agency.

4. The Bureau may at any time inspect the state-cctietleRA’s TEFAP records,
facilities, distribution sites, and sub-distribigdor compliance with all applicable
regulations, rules and this manual.

5. The Bureau may conduct inspections of the staté-acted RA’s warehouse and
storage facilities at any reasonable time.

F. Report of Review Findings, Recommended Actiorend Sanctions.

1. Report of Review FindingsThe Bureau will submit a report of review findgtp
each entity reviewed or visited. The report wiltlude:

(a) A description of each deficiency found.
(b) The particulars contributing to each deficiency.

(c) Recommendations for required corrective actionuohag timetables for
completions and/or claims action to be pursueanyf.

(d) Means for evaluating the effectiveness of correctigtions.

2. Recommended Corrective Action PlaRecommended corrective action plans will be
prepared whenever an entity is found by the Butedae significantly out of
compliance with a performance standard, any prowisi this manual, or the
contract/agreement. The recommended correctivengglan will delineate the
corrective actions needed and the time frames alidier correcting the deficiencies.
The plan will be written, signed by the proper gntifficial and submitted to the
Bureau within 30 days after the reviewed entityerees notification of a deficiency
from the Bureau. Extensions beyond 30 days maydude, for cause, with written
justification and approved by the Bureau.

3 Monitoring. The Bureau will monitor progress toward completmd the
effectiveness of actions taken in eliminating pamgrdeficiencies. This may include
periodic visits to the site, review of pertinentoeds, etc.
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4 Sanctions.

(a) Failure of an entity to respond to the Bureau’sdrepf Review Findings may
result in the suspension of the allocation of cormities on order for the
reviewed entity. Such withholdings would be calecklf the Bureau receives
a corrective action plan within 30 days of the o®tf suspension to the
reviewed entity.

(b) Any entity that has failed to comply with the prenans of the federal
regulations and/or policies, their contract with tbepartment, this manual or
any instructions issued in connection with it oy agreements entered
pursuant to it, may, at the discretion of the Buraad approved by USDA,
have its contract terminated and be disqualifiedhffurther participation in
any USDA food distribution program. Reinstatemmiaty be made at the
discretion of the Bureau.

G. Forms Used in Conducting ReviewsThe following forms are used by the Bureau in
conducting performance reviews:

1. Review of state-contracted recipient agency.
2. Review of state-contracted RA’s individual sited/or sub-distributor.
3. State-contracted RA’s own, leased or donated warsshtacilities.

H. Audits.

1. Required Audits State-contracted recipient agencies and subldigirs that receive
$500,000 or more in Federal Financial Assistané&JRincludes value of USDA
commodities and/or funds), within a fiscal yeather directly from federal agencies
or indirectly through other units of state or logavernment, another eligible
recipient agency, or a combination thereof, musehasingle audit, or a program-
specific audit, made in accordance with the apple®ffice of Management Budget
Circular A-133 (Audits of States, Local Governmeiatsd Non-Profit Organizations).
The $500,000 threshold specified above includefedéral sources and not just the
amounts provided under TEFAP. Organizations exipgrigss than $500,000 in
FFA in a fiscal year are exempt from Federal aretjuirements for that year.

2. Category of Federal Domestic Assistance (CEDRNEFAP food and TEFAP
administrative funds awards are separate CFDA nesrdoed must be identified as
such in the required audits. The CFDA title forFP administrative funds is
“Emergency Food Assistance Program (Administra@ests)” and has a CFDA
number of 10.568. The CFDA title for TEFAP foods'Emergency Food Assistance
Program (Food Commodities)” and has a CFDA numbé&f0&b69.
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3.

4.

Valuation of USDA foods for Auditsin determining whether $500,000 or more in

Federal grants were expended, the recipient agensy consider the value of USDA
donated food foods as a part of such grants. Whesteps for determining the value
of USDA donated foods are as follows:

(a) Determine the quantitf each USDA donated food “expended”. USDA
donated food expended refers to the USDA fooddth distributed to
sub-distributors and/or the public during the BRASscal year.

(b) Determine the valuef the USDA foods “expended”. For audit purposes,
RA may use either fair market value (FMV) of thlenated USDA foods at the
time of receipt, or one of the following donatedd valuation methods
included in 7 CFR 250.58(e):

0] The USDA purchase price (cost-per-pound);

(i) The estimated cost per pound data provided by Bi2AJupon
requisitioning of commodity products;

(i)  The USDA commodity file cost on the Novembel"®mmodity
file report.

For consistency sake, the Bureau prefers and $yromgpmmends that RAs use the
USDA'’s actual purchase price as indicated in (b){ihis price is reflected on the
appropriate report in the USDA's electronic reqiosiing program once the product
has been received.

Frequency.Audits must be conducted annually by a certipaeblic accountant
according to the standards established by OMB GirA+133. The state-contracted
RA receiving TEFAP funds will allow DACS and anyéral agency to audit their
books for compliance with OMB Circular A-133.

Reporting to the BureauThe state-contracted recipient agency must sudocopy of
their audit report to the Bureau within 9 month®iathe close of their fiscal year.

Sub-distributing agencies must submit a copy af @uadit report to the recipient
agency with which they have an agreement. The-st@ttracted recipient agency is
responsible for monitoring and receiving their slistributors’ audit reports in
compliance with OMB A-133.

Sanctions Failure to timely provide an audit made in accordarme with OMB
A-133 may result in sanctions against the organizetn. These sanctions may
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include (1) withholding a percentage of Federalrawaintil the audit is completed
satisfactorily; (2) withholding or disallowing overad costs; (3) suspending Federal
awards until the audit is conducted; or (4) terrintathe Federal award




