§225.10

agency, auditors, or local health au-
thorities and found to meet the meal
pattern requirements.

(f) The sponsor shall not claim reim-
bursement for meals served to children
at any site in excess of the site’s ap-
proved level of meal service, if one has
been established under §225.6(d)(2).
However, the total number of meals for
which operating costs are claimed may
exceed the approved level of meal serv-
ice if the meals exceeding this level
were served to adults performing nec-
essary food service labor in accordance
with paragraph (d)(6) of this section. In
reviewing a sponsor’s claim, the State
agency shall ensure that reimburse-
ments for second meals are limited to
the percentage tolerance established in
§225.15(b)(4).

[64 FR 18208, Apr. 27, 1989, as amended at 55
FR 13469, Apr. 10, 1990; 64 FR 72485, Dec. 28,
1999]

§225.10 Audits and management eval-
uations.

(a) Audits. State agencies shall ar-
range for audits of their own oper-
ations to be conducted in accordance
with the Department’s Uniform Fed-
eral Assistance Regulations (7 CFR
part 3015). Unless otherwise exempt,
sponsors shall arrange for audits to be
conducted in accordance with 7 CFR
part 3015. State agencies shall provide
OIG with full opportunity to audit the
State agency and sponsors. Each State
agency shall make available its
records, including records of the re-
ceipt and expenditure of funds, upon a
reasonable request from OIG. While
OIG shall rely to the fullest extent fea-
sible upon State-sponsored audits of
sponsors, it shall, when considered nec-
essary, (1) make audits on a State-wide
basis, (2) perform on-site test audits,
and (3) review audit reports and related
working papers of audits performed by
or for State agencies.

(b) Management evaluations. (1) State
agencies shall provide FNS with full
opportunity to conduct management
evaluations (including visits to spon-
sors) of all operations of the State
agency. Each State agency shall make
available its records, including records
of the receipts and expenditures of
funds, upon a reasonable request by
FNS.
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(2) The State agency shall fully re-
spond to any recommendations made
by FNSRO pursuant to the manage-
ment evaluation.

(3) FNSRO may require the State
agency to submit on 20 days notice a
corrective action plan regarding seri-
ous problems observed during any
phase of the management evaluation.

(c) Disregards. In conducting manage-
ment evaluations or audits for any fis-
cal year, the State agency, FNS or OIG
may disregard overpayment which does
not exceed $100 or, in the case of State
agency administered programs, does
not exceed the amount established by
State law, regulations or procedures as
a minimum for which claims will be
made for State losses generally. No
overpayment shall be disregarded, how-
ever, when there are unpaid claims for
the same fiscal year from which the
overpayment can be deducted or when
there is substantial evidence of viola-
tion of criminal law or civil fraud stat-
utes.

§225.11 Corrective action procedures.

(a) Purpose. The provisions in this
section shall be used by the State agen-
cy to improve Program performance.

(b) Investigations. Each State agency
shall promptly investigate complaints
received or irregularities noted in con-
nection with the operation of the Pro-
gram, and shall take appropriate ac-
tion to correct any irregularities. The
State agency shall maintain on file all
evidence relating to such investiga-
tions and actions. The State agency
shall inform the appropriate FNSRO of
any suspected fraud or criminal abuse
in the Program which would result in a
loss or misuse of Federal funds. The
Department may make investigations
at the request of the State agency, or
where the Department determines in-
vestigations are appropriate.

(c) Denial of applications and termi-
nation of sponsors. Except as specified
below, the State agency shall not enter
into an agreement with any applicant
sponsor identifiable through its cor-
porate organization, officers, employ-
ees, or otherwise, as an institution
which participated in any Federal child
nutrition program and was seriously
deficient in its operation of any such
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