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CHAPTER I 

GENERAL PROVISIONS 
 

SECTION 1 - BACKGROUND 
 
1100  PURPOSE 
 
The FNS Handbook 501 provides States and Indian Tribal Organizations guidance on the 
administration of the Food Distribution Program on Indian Reservations. The chapters within 
the handbook cover all aspects of the program including financial management, certification of 
households, and food ordering and inventory control. 
 
1110  DEFINITIONS 
 
The definitions used in this handbook are defined 
 
A.     "Application Form" means (1) the application for participation in the Food 
Distribution Program designed by State agencies and acceptable to FNS which is completed by 
a responsible household member or authorized representative; or (2) for households which are 
processed under joint public assistance (PA) or general assistance (GA) and Food Distribution. 
It may also mean the application form used to apply for public assistance or general assistance, 
including attachment for other needed information, which is completed by a responsible 
household member or authorized representative. 
 
B.  "Assistance Household" means any household in which all members are recipients of 
public assistance, supplemental security income, except in "cash-out" States, or certain general 
assistance programs which FNS has determined to have criteria of need the same as, or similar 
to, those applied under any of the Federally aided public assistance programs. 
 
C.     "Authorized Representative" means an individual designated by a responsible 
member of the household to act on behalf of the household in making application for 
commodities and/or obtaining commodities. 
 
D.     "Boarder" means an individual to whom a household furnishes meals or meals and 
lodging for compensation. 
 
E.     "Categorical Eligibility" means that an assistance household shall, if otherwise 
eligible, be determined eligible to participate in the Food Distribution Program without regards 
to the income and resources of the household members. 
 
F.     "Consignee" means a person such as a warehouseman, to whom USDA donated foods 
are shipped for storage and/or handling until they are utilized in the Food Distribution 
Program. 
 
G.  "Department" means the United States Department of Agriculture (USDA). 
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H.  "Disqualified Member" means an individual disqualified from participation in the 
Food Distribution Program for fraud. 
 
I.     "Entity Code" means a numbered code assigned by the Kansas City Commodity 
Office which incorporates all the necessary shipping information for each destination. 
 
J.     "Exercises Governmental Jurisdiction" means the active exercise of the legislative, 
executive or judicial powers of government by an Indian tribal organization. 
 
K.  "First-In, First-Out" means the first shipments of each food item should be the first 
food distributed to recipients. 
 
L.     "Food and Nutrition Service Area" means the area for which FNS has approved the 
Food Distribution Program on Indian Reservations in Oklahoma, excluding urban places. 
 
M.  "Food Distribution Program" means a food distribution program for households on 
Indian reservations operated pursuant to Sections 4(b) and 1304(a) of P.L. 95-113. 
 
N,  "General Assistance (GA) Household" means a household receiving cash or another 
kind of assistance, excluding in-kind assistance, financed by State or local funds as part of a 
program which provides assistance to cover living expenses or other basic needs intended to 
promote the health or well being of recipients. 
 
O.     "Head of Household" means a responsible household member in whose name the 
application is made for participation in the program. 
 
P.     "Indian Tribal Household" means any household in which at least one household 
member is recognized by any Indian tribe as a tribal member. 
 
Q.     "Indian Tribal Organization" means (1) the recognized governing body of any 
Indian tribe on a reservation; or (2) the tribally recognized intertribal organization which the 
recognized governing bodies of two or more Indian tribes on a reservation authorized to 
operate the Food Stamp Program or Food Distribution Program on their behalf. 
 
R.     "Indian Tribe" means (1) any Indian tribe, band, or other Indian group organized 
under the Oklahoma Indian Welfare Act of 1936, and which has a tribal organization approved 
by the Bureau of Indian affairs, for example, a Rancheria, Pueblo, or colony, and including any 
Alaska Native village or regional or village corporation (established pursuant to the Alaska 
Native Claims Settlement Act (85 Stat. 688), and that is on a reservation and recognized as 
eligible for Federal programs and services provided to Indians because of their status as 
Indians; or (2) any Indian tribe or band on a reservation holding a treaty with a State 
government 
 
S.      "Near Area" means an area outside the geographic boundaries of the reservation which 
has been approved by FNS for service to the Food Distribution Program on Indian 
Reservations. Urban places in near areas cannot be served. 
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T.     "Nonassistance Households" means any household in which one or more members do 
not participate in a public assistance, supplemental security income or general assistance 
program that FNS has determined to have criteria of need the same as, or similar to, those 
applied under any of the Federally aided public assistance programs. 
 
U. "Perpetual Inventory" means that inventory records for USDA donated commodities 
should be updated immediately after shipments into and out of the warehouse. 
 
V.     "Public Assistance (PA) Household" means a household which receives means under 
any of the following programs authorized by the Social Security Act of 1935, as amended: Old-
age assistance, Temporary Assistance to Needy Families (TANF), aid to the blind, aid to the 
permanently and totally disabled, and aid to aged, blind, or disabled. 
 
W.  "Reservation" means the geographically defined area or areas over which an ITO 
exercises governmental jurisdiction so long as such area or areas are legally recognized by the 
Federal or a State government as being set aside for the use of Indians. 
 
X.     "Roomer" means an individual to whom a household furnishes lodging for 
compensation. 
 
Y. "Secretary" means the Secretary of the United States Department of Agriculture. 
 
Z.    "Spouse" refers to either of two individuals: (1) who would be defined as married to 
each other under applicable State law; or (2) who are living together and are holding 
themselves out to the community as husband and wife by representing themselves as such to 
relatives, friends, neighbors, or tradespeople. 
 
AA.  "State" means any one of the fifty States, the District of Columbia, and the reservation 
of an Indian tribe whose ITO meets the requirements of the Food Stamp Act of 1977 for 
participation as a State agency. 
 
BB.  "State Agency" means (1) the agency of State government, including the local offices 
thereof, which enters into an agreement with FNS for the distribution of commodities on all or 
part of an Indian reservation(s); and (2) the ITO of any Indian tribe, determined by the 
Department to be capable of effectively administering a Food Distribution Program, which 
enters into an agreement with FNS for the distribution of commodities on all or part of an 
Indian reservation. 
 
CC.  "Student" means an individual who is attending at least half-time a preschool, 
kindergarten, grade school, high school, vocational school, technical school, training program, 
college or university. 
 
DD.  "Urban Place" means a town or a city with a population of 10,000 or more. 
 
EE.  "Vendor" means a food processor that sells food to USDA for use in the Food 
Distribution Program. 
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SECTION 2 - ADMINISTRATION 

 

1200  REQUIREMENTS FOR STATE AGENCY ADMINISTRATION OF PROGRAMS 

1210  PLAN OF OPERATION 
 
The State Agency which assumes responsibility for administering the Food Distribution 
Program shall submit a plan of operation (see Exhibit A, attached) for approval by U.S. 
Department of Agriculture's Food and Nutrition Service (FNS). No Administrative Funds or 
USDA Commodities will be available until FNS approval is obtained. Part 253.5 of the 
Regulations for Administration of the Food Distribution Program to Households on Indian 
Reservations gives detailed requirements for the Plan of Operation. 
 
1211 Amendments to Plan of Operation 
 
All amendments to the Plan of Operation must be approved by FNS prior to the initiation of 
any significant changes in operation which are contrary to or not embraced by the Plan. Either 
the State Agency or FNS may initiate an amendment to the Plan of Operation. 
 
1212 Submission of Plan of Operation to the ITO and Governor 
 
When the State Agency is other than an ITO the State Agency shall submit its Plan of 
Operation and any subsequent amendments to both the ITO and State Governor, or the 
Governor's delegated authority for comment at least 45 days prior to submission of the Plan or 
amendment to FNS. Comments by the Governor, or the Governor's delegated authority and the 
ITO shall be attached to the Plan or amendment which is submitted to FNS. 
 
1213 Agreements 
 
Each participating State Agency shall execute Form FNS-74, Federal State Agreement (see 
Exhibit B, attached), as specified in applicable Regulations. 
 
1220 STAFFING 
 
The State Agency shall employ sufficient staff to order and provide for warehousing of USDA 
commodities; certify households; distribute USDA Commodities to eligible households; 
account for administrative funds; review local agency operations and provide assistance when 
needed, prepare and submit required reports and records; process fair hearing requests; and 
perform outreach activities and other program functions as specified in this Handbook and in 
the Plan of Operation. The State Agency shall be responsible for meeting quality and 
timeliness standards described in this Handbook. 
 
1221  Salaries 
 
When any part of administrative funds is used for salaries of persons employed by the State 
agency, salary rates shall be those established under the State agency's merit personnel system; 
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however, where there are no positions classified and no salary rates established for persons 
employed by the State agency, the rates shall be those of positions requiring comparable skills 
and responsibility in the private sector. Salary paid persons employed at the local level shall be 
commensurate with or equivalent to, but not in excess of, salaries paid for comparable 
positions or work in local government in the same geographic area; however, no person 
employed shall be paid less than the Federal minimum wage scale. (See FNS Instruction 716-4, 
Administrative Budget Negotiation Guidance for the Food Distribution Program on Indian 
Reservations, for FNS policies on cost of living increases, merit awards, promotions, and 
bonuses.) 
 
1222 Administrative Personnel 
 
State agency personnel used in certification shall be employed in accordance with the 
standards for a Merit System of Personnel Administration. When appropriate, the ITO 
personnel system may be used if its procedures are similar. State agency employees meeting 
the above requirements shall perform the certification interviews of households applying for 
the Food Distribution Program. 
 
1223 Use of Other Staff 
 
Volunteers and other non-State agency employees shall not conduct certification interviews or 
certify food distribution applicants. State agencies are encouraged to use volunteers in related 
activities such as outreach, interpreting, prescreening, assisting applicants in completing the 
application, and securing needed verification. 
 
1224  Activities Prohibited by Staff 
 
A   State agency which accepts FNS administrative funds shall insure that any officer or 
employee who performs duties in connection with this program, shall not: 
 
A. Use authority or influence for the purpose of interfering with an election or a nomination 

for office, or affecting the result thereof; 
 
B. Directly or indirectly coerce, attempt to coerce, command, or advise any other such officer 

or employee to pay, lend, or contribute any part of his salary or compensation or anything 
else of value to any party committee, organization, agency, or person for political purposes; 
or 

 
C. The distribution of USDA commodities shall not be used to further the political interests of 

an individual or party. This applies to tribal elections as well as local/State/national 
elections. (See paragraph 1360, below). 
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1230  TRAINING 
 
The State Agency shall have a continuing training program for food distribution certification 
and distribution workers, hearing officials, field supervisors who review local Food 
Distribution Programs, outreach staff, individuals involved in prescreening activities, 
volunteers, and warehouse workers. 
 
1231 Content of Training 
 
State Agency training programs shall cover, as appropriate, eligibility criteria, certification 
procedures, household rights and responsibilities (including non-discrimination rights), other 
job-related responsibilities concerning the certification of households (for example, 
interviewing skills) and commodity receipt, storage, distribution and accountability practices. 
The content of training programs shall be reviewed by the appropriate FNS Regional Office 
and changes made where necessary. Changes in policy or procedures arising from court actions 
or revisions to legislation and regulations shall be promptly reflected in State Agency training 
programs. 
 
1232 Public Attendance 
 
The State Agency shall allow public attendance at formal certification training sessions that are 
conducted on a Statewide, citywide or reservation-wide basis. 
 
1240 ANNUAL REVIEW REQUIREMENTS 
 
The State Agency shall monitor and review local agency operations at least annually to ensure 
compliance with all the requirements for administration of the Food Distribution Program. 
Program deficiencies shall be documented and specific plans for corrective action shall be 
initiated to correct the deficiencies noted. 
 
1241  Reviews 
 
Reviews of local agencies shall include, but not be limited to certification of households, 
determination of food preferences, distribution of USDA Commodities, compliance with Title 
VI of the Civil Rights Act of 1964 and other applicable civil rights legislation, fair hearing 
procedures, warehousing and inventories, and timeliness and accuracy of reports to FNS. 
Program reviews and corrective action plans shall be available to FNS upon request. 
 
1242 Supervisory Assistance 
 
The State Agency shall provide assistance to local agencies, as needed, to prevent and/or 
correct program deficiencies. This assistance may include providing written instructions and 
on-the-job training as well as formal training sessions. 
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1250  NONDISCRIMINATION 
 
State Agencies shall not discriminate and shall not allow discrimination against any applicant 
or participant in any aspect of program administration, including, but not limited to, the 
certification of households, the distribution of USDA Commodities, the conduct of fair 
hearings, or the conduct of any other program service for reasons of age, race, color, sex, 
disability, religious creed, national origin or political beliefs. Enforcement action may be 
brought under any applicable Federal law. Title VI compliance shall be processed in accord 
with 7 CFR Part 15, USDA's regulations on nondiscrimination and FNS Instruction 113-3, 
Rev.2, Civil Rights Compliance and Enforcement - Food Distribution Program. 
 
1260 FNS NONDISCRIMINATION COMPLAINT PROCEDURES 
 
People who believe that they have been subject to discrimination may file a complaint with the 
Director, Office of Civil Rights, Room 326-W, Whitten Building, 14th and Independence 
Avenue, SW, Washington, D.C. 20250-9410. 
 
1261  Complaint Requirements 
 
Complaints should contain the following information to facilitate investigations: 
 
A. Name, address and telephone number or other means of contacting the person alleging 

discrimination. 

B.  Location and name of organization or office which is accused of discriminatory practices. 

C.  The nature of the incident or action that led the complainant to allege discrimination. 
 
D. The reason for the alleged discrimination (age, race, color, sex, disability, religious creed, 

national origin or political belief). 
 
E. The names, titles (if appropriate) and addresses of persons who may have knowledge of the 

alleged discriminatory acts. 
 
F.  The date or dates on which the alleged discriminatory action(s) occurred. 
 
1262 Verbal Complaints 
 
If a complainant makes allegations verbally and is unable or is reluctant to put the allegations 
in writing, the person to whom the allegations are made shall document the complaint in 
writing. Every effort shall be made by the individual accepting the complaint to have the 
complainant provide the information listed in subparagraph 1261, above. 
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1263 Submission of Complaints 
 
Complaints will be accepted by the Director, Office of Civil Rights, at the address contained in 
paragraph 1260, above, even if the information listed in subparagraph 1261, above, is not 
complete. However, an inquiry can only be conducted if the information in subparagraphs 1261 
B, C, and D, above, is provided. 
 
1264 Time Limit for Filing a Complaint 
 
A complaint must be filed no later than 180 days from the date of the alleged discrimination. 
However, the time for filing may be extended by the Director, Office of Civil Rights, at the 
address contained in paragraph 1260, above. 
 
1265  Public Notification 
 
State Agencies shall: 
 
A.  Publicize the procedures for handling civil rights complaints; 
 
B. Ensure that all offices involved in administering the program and that also serve the public 

display the non-discrimination poster provided by FNS; and 
 
C. Ensure that participants and other low income households have access to information 

regarding nondiscrimination status and policies, complaint procedures, and the rights of 
participants, within ten days of the date of a request. 

 
1270  SANCTIONS 
 
If the State Agency does not comply with the Plan of Operation and the Regulations, FNS has 
the option to withhold administrative funds and/or to disqualify the State Agency from making 
further distribution of USDA Commodities to households. In addition, FNS may take other 
actions, including prosecution under applicable Federal Statutes, when necessary. 
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SECTION 3 - GENERAL REQUIREMENTS 

 
1300  OUTREACH 
 
The State Agency shall inform potentially eligible households of the availability of the Food 
Distribution program and shall provide printed program information in appropriate language(s) 
to potential recipients and to other interested persons. The outreach material shall explain 
eligibility requirements, contain information about a household's right to file an application on 
the same day it contacts the certification office, contain the required nondiscrimination 
statement and civil rights complaint procedure, and outline the household's rights to a fair 
hearing. 
 
1301  Referral 
 
The State Agency shall obtain information about the general eligibility requirements of other 
available assistance programs and provide potentially eligible persons the addresses and 
telephone numbers of local program offices. Such programs include the Supplemental Food 
Program for Women, Infants, and Children (WIC) or the Commodity Supplemental Food 
Program, if available; the Supplemental Security Income Program (SSI); and appropriate 
public and general assistance programs. 
 
1310 AVAILABILITY OF INFORMATION 
 
Regulations, Plan of Operations, Federal procedures, such as handbooks, and State Agency 
certification and distribution manuals and supplemental instructions issued for use in certifying 
or distributing to households shall be maintained in the State office and all local offices of the 
State Agency for examination by members of the public on regular workdays during regular 
office hours. 
 
State Agencies shall also provide clearly written information, such as brochures or pamphlets, 
that describe basic financial and nonfinancial eligibility criteria, the application process and 
participant rights and responsibilities. This written information shall be distributed at food 
stamp and food distribution certification offices and distribution points, public assistance and 
general assistance offices and shall be made available to local social security offices, and local 
offices that administer unemployment compensation programs. State Agencies shall contact 
those offices to enlist their cooperation in distributing the written information. 
 
1320 BILINGUAL STAFF AND MATERIALS FOR RESERVATIONS 
 
Where either an estimated 100 or more low-income households or the majority of low-income 
households speak the same non-English language (a single-language minority), the State 
Agency shall provide bilingual outreach and certification materials, and staff or interpreters as 
specified in the Regulations. Sufficient bilingual staff shall be provided to assure timely 
processing of non-English speaking applicants. Single-language minority refers to households 
which speak the same non-English language and which do not contain adult(s) fluent in 
English as a second language. If the non-English language is spoken but not written, the State 
Agency shall provide bilingual staff, if required, but not bilingual material. 
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1321 Certification Materials 
 
Certification materials shall include the food distribution application form, notices to 
households, and forms developed by the State Agency for reporting changes in household 
circumstances. 
 
1322  Notices 
 
If notices are required in only one language other than English, they may be printed in English 
on one side and in the other language on the reverse side. If the certification office is required 
to use several languages, the notice may be printed in English and may contain statements in 
other languages summarizing the purpose of the notice and the telephone number to call for 
more information. For example, a notice of eligibility could, in the appropriate language(s), 
state "Your application for food distribution has been approved in the amount stated above. If 
you need more information telephone 111-555-1111." 
 
1330  DISCLOSURE OF HOUSEHOLD INFORMATION 
 
The State Agency shall restrict the use of disclosure of information obtained from applicant 
households to persons directly connected with the administration or enforcement of the Food 
Distribution Program except that such information may be provided to agencies administering 
means-tested assistance program, such as title IV-A (TANF), XIX (Medicaid), or XVI (SSI) or 
general assistance, which accept applications for the Food Stamp Program. 
 
1340 HOUSEHOLD ACCESS TO CASEFILE 
 
If there is a written request by a responsible member of the household, its currently authorized 
representative, or a person acting on its behalf to review materials contained in the household's 
casefile, the material and information contained in the case file shall be made available for 
inspection during normal business hours. However, the State Agency may withhold 
confidential information, such as the names of individuals who have disclosed information 
about the household without the household's knowledge, or the nature or status of pending 
criminal prosecutions. 
 
1350 INDIAN TRIBAL ORGANIZATION (ITO) INVOLVEMENT 
 
When the State Agency is other than the ITO, the ITO may receive copies of certification 
and/or termination notices to the extent requested or agreed upon by the household. State 
Agencies and ITOs may establish a formal procedure to ensure ITO receipt of notices. 
 
1360 INFLUENCE OF POLITICAL INTERESTS 
 
The distribution of USDA Commodities shall not be used to further the political interests of 
any individual or party. This applies to tribal elections as well as local/State/national elections. 
The State Agency shall not display or allow local agencies to display political materials of any 
kind and shall not allow individuals or political parties to campaign on the Food Distribution 
grounds, in the Certification office or the Distribution Warehouse. (See subparagraph 1224 C, 
above). 
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1370 PAYMENTS FOR USDA COMMODITIES 
 
Households shall not be required to make any payments in money, materials, services, or in 
kind for USDA Commodities and shall not be solicited for voluntary contribution for any 
purpose. 
 
1380  DUAL PARTICIPATION 
 
Dual participation by any household member in the Food Stamp and Food Distribution 
Programs is prohibited. Simultaneous participation in multiple Food Distribution Programs is 
also prohibited. The State Agency shall inform each applicant household of this prohibition 
and shall devise a method to prevent dual participation. This method shall, at a minimum, use 
lists of currently certified households provided by and provided to the appropriate Food Stamp 
State or local agency on a monthly basis. The State Agency may also use computer checks, 
address checks, and telephone calls to prevent dual participation. 
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SECTION 4 - NUTRITION EDUCATION 
 

 
1400  NUTRITION EDUCATION 
 
The State Agency shall publicize the benefits of USDA Commodities and how they can be used 
to contribute to a nutritious diet. In addition, the State Agency shall provide participating 
households with information on proper storage and care of USDA Commodities. 
 
1410 NUTRITION EDUCATION MATERIALS 
 
The State Agency shall make use of various Nutrition Education materials available from FNS, 
other Federal and State Agencies, Indian Health Service Nutritionists, Diabetes or Health 
Educators, and County Extension home economists in providing nutritional guidance to 
participating households. Some of the materials which may be used include visual displays, 
bilingual or illustrated recipes, and menus. 
 
1420 VOLUNTEERS AND COOPERATING ORGANIZATIONS 
 
The State Agency shall encourage cooperation from appropriate organizations and volunteers 
to promote better use and storage of USDA Commodities. County extension home economists, 
Expanded Food and Nutrition Education Program aides (if available on or near the reservation) 
and qualified volunteers may be used to hand out information, conduct taste tests and cooking 
demonstrations, and to make household visits to teach food preparation and storage methods 
with the facilities and tools on hand. 
 
1430  NUTRITION EDUCATION GRANTS 
 
FDPIR funds specifically earmarked by FNS for nutrition education shall be used to implement 
procedures or accomplish nutrition education objectives as identified by FNS and as 
appropriate on their reservations. 
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SECTION 5 - RECORDS AND REPORTING 

 
1500  RECORDS AND REPORTS 
 
The State agency shall keep such records and submit such reports as required by FNS. In 
addition, the State agency shall assure that local agencies are keeping records and submitting 
reports as required. 
 
1510 RETENTION AND MAINTENANCE OF RECORDS 
 
All program records shall be retained for a period of three years from the date of the 
submission of the final Financial Status Report, SF-269 or until all issues are resolved. These 
records include applications for certification and recertification, worksheets used in computing 
income for eligibility, documentation of verifications of eligibility criteria, notices to the 
distribution unit authorizing or changing participation, notices of adverse action, other notices 
sent to households and responses thereto, actions related to the fair hearing process, 
discrimination complaints, investigations and responses, fiscal records, including program 
expenditures, property records and financial reports, and food receipt distribution, inventory 
and loss records and reports. If any litigation, claim, or audit is in process, all records shall be 
retained until all litigation, claim, or audit findings involving the records have been resolved. 
 
All records shall be maintained in an orderly manner and must be available for audit purposes. 
Records of different Federal fiscal years shall be maintained separately to facilitate easy 
access. Records must be safe-guarded from theft, fire, or other damage. When records are 
stored away from the principal office, a written index of the location of records should be on 
hand and ready access to them should be assured. Microfilm copies, computer backup disks, or 
tapes may be substituted for original records in the event data is required for audit purposes. 
 
1520 REPORTS - STATE AGENCY TO FINS 
 
The State Agency shall submit the following reports to FNS within the specified deadlines: 
 
A. SF-269, Financial Status Report.  ITOs or State agencies receiving funds through a letter of 

credit or treasury check shall submit to the FNS Regional Office quarterly reports (see 
Exhibit C, attached) to document the use of such funds. This report shall be used by all 
State agencies receiving funds. The SF-269 shall be signed by an authorized State agency 
official and submitted to the appropriate Regional Office 30 days after the end of each 
quarter. The reporting dates are January 30, April 30, and July 30 for the first three 
quarters. The fourth quarter reporting date is October 30. The final report for the fiscal year 
is due December 30. ITOs or State agencies receiving nutrition education funds shall 
submit an SF-269A (see Exhibit C-I, attached) no later than 90 days following the close of 
the fiscal year (December 30). 

 
B. FNS-101, Participation in Food Programs by Race.  The State agency shall submit the 

originals and fourth copies of Form FNS-101 (see Exhibit E) to the appropriate FNS 
Regional Office annually.  Form FNS-101 shows the number of participants, by race, in the 
Food Distribution programs in the month of July. The FNS-101 report must be 
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received in the appropriate Regional Office by September 15. A computer-generated FNS-
101 may he substituted in lieu of pre-printed forms. 

 
C.  USDA Commodity Accountability Reports 
 

1. FNS-155, Inventory Management Register.  Distributing agencies shall complete and 
submit to the FNS Regional Office the Inventory Management Register (see Exhibit F, 
attached) reporting excessive commodity inventories only. The report is to be submitted 
no later than 30 calendar days after the end of the reporting month. Computer generated 
reports may be substituted in lieu of the pre-printed forms. 

 
2. FNS-152, Monthly Distribution of Donated Foods to Family Units.  All State agencies 

shall submit a Form FNS-152 (see Exhibit G, attached), for each of their local 
distribution sites. Agencies of State government, who distribute USDA donated foods 
directly to households, must submit an FNS-152 for their central warehouse. In addition 
ITO's must submit an FNS-152 for the ITO's central warehouse, whether the ITO 
distributes directly to households or not. The FNS-152 report shows USDA donated 
foods received and distributed, redonated or lost during the 30-day reporting period 
Form FNS-152 must be received in the appropriate Regional Office by the 15th day of 
the month following the month in which the donated foods were distributed. 

 
3. Commodity Acceptability Reports (FNS-663).  State agencies will be asked to provide 

commodity acceptability information to FNS on an annual basis. 
 
1530  REPORTS - LOCAL AGENCY TO STATE AGENCY 
 
The State agency shall require the following reports from local agencies: 
 
A. FNS-152, Distribution of Donated Foods to Family Units.  The State agency shall require 

local distribution sites to submit monthly inventory reports which must include USDA 
donated food receipts, distributions, transfers, and losses. The State agency shall use the 
Form FNS-152 (see Exhibit G, attached) for this purpose and shall provide it to the local 
agencies. The State agency shall require that the inventory reports be received in the State 
agency's office no later that the 10th day of the month following the month in which the 
USDA donated foods were distributed; i.e., August 10th for the USDA donated foods which 
were distributed in July. 

 
B. FNS-101, Participation in Food Programs by Race.  The State agency shall require all local 

agencies to submit the original, second, and fourth copies of Form FNS-101 (see Exhibit E, 
attached.) to the State agency's office annually. Form FNS-101 shows the number of 
households participating by race, in the Food Distribution Program on Indian Reservations 
for the month of July. Computer generated reports may be substituted in lieu of the 
preprinted forms. The FNS-101 report must be received by the State agency by August 20. 
State agencies must submit the original and fourth copies to the appropriate Regional 
Office by September 15. If the State submits a computer generated FNS-101 report, only 
one copy needs to be submitted to the regional office. 

 
 
 

1-14 



 

FNS HANDBOOK 501 

 

SECTION 6 - FNS REVIEWS OF PROGRAM OPERATIONS 

 
1600 LOCAL AGENCIES 
 
FNS shall periodically review program operations at the local level to evaluate the 
effectiveness of the State Agency's administration and to assure that the program is in 
compliance with the Regulations, the Food Distribution Program Handbook, pertinent FNS 
instructions, and the Plan of Operation. These reviews shall include areas of program operation 
such as certification and warehousing, and inventory management. FNS shall evaluate the State 
Agency's plan for corrective action if program deficiencies are disclosed during the review. 
 
1610 STATE AGENCIES 
 
FNS shall review program operations at State Agency level at least annually to evaluate the 
effectiveness of the State Agency's training and assistance to local agencies, outreach 
activities, staffing, financial accountability and controls, certification and distribution 
procedures, program monitoring activities, complaints and fair hearing procedures, USDA 
commodity ordering procedures, warehousing facilities and practices, and all other aspects of 
the program which are governed by regulatory requirements or which impact on client services. 
The results of FNS's State Agency level review shall be documented in a formal Management 
Evaluation Report which shall contain recommendations for corrective action on program 
discrepancies. FNS shall consult with the State Agency to devise a corrective action plan on all 
major deficiencies and shall require that appropriate steps be taken to resolve such deficiencies 
within a specified time frame. FNS shall conduct follow-up reviews as needed to assure that 
corrective action has been implemented and is effective. 
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SECTION 7 - AUDITS 

 
1700 STATE AGENCY 
 
Audits are intended to ascertain the effectiveness of the financial management control and 
reporting systems as well as the internal procedures that have been established to meet the 
terms and conditions for Food Distribution Program funding. 
 
Audit requirements for State, local, and Indian Tribal governments and non-profit 
organizations that receive from USDA direct (recipient) or indirect (subrecipient) financial 
assistance or cost-type contracts used to buy service or goods for the use of the Federal 
Government are contained in Office of Management and Budget (OMB) Circular A-133, 
"Audits of States, Local Governments and Indian Tribal Organizations."  State and local 
governments that expend $300,000 or more in Federal awards within their respective fiscal 
years shall have an audit made in accordance with Circular A-133. Specific guidance for the 
conduct of these audits is provided under 7 CFR Part 3052. 
 
1710 AUDIT AUTHORITY 
 
The USDA Office of the Inspector General (OIG) and the US General Accounting Office shall 
have the authority to conduct audits of Food Distribution Programs at both the State and local 
levels and to review audit reports and related working papers of audits performed by or for 
State Agencies. A primary audit objective shall be the continuing inspection and evaluation of 
the adequacy of the State Agency's financial management systems and controls. In addition, the 
audits may include client services, certification and distribution, fair hearings and all other 
aspects of the Program governed by the Regulations. 
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CHAPTER II 

FINANCIAL MANAGEMENT 
 

SECTION 1 - GENERAL PROVISIONS 
 
2100  ADMINISTRATIVE FUNDING 
 
Within available funds FNS shall pay to each State Agency up to 75 percent of all allowable 
administrative costs actually incurred by the State Agency for operation of the Food 
Distribution Program on Reservations. 
 
2101  Compelling Justification 
 
Any request for FNS approval of Administrative Funding above 75 percent shall be based on 
the State Agency's submission of compelling justification that additional funds are necessary 
for the effective operation of the program on the reservation. Examples of compelling 
justification are initial start-up costs or maintenance of effort for currently operating program. 
These funds shall not be used to pay any portion of expenses for operating the Food 
Distribution Program if reimbursement or payment is claimed or received from any other 
Federal source. Administrative funds are provided to State Agencies to ensure the availability 
of a Food Distribution Program for needy persons residing on Reservations. 
 
2102  Allowable Costs 
 
Allowable cost principles for use of administrative funds are outlined in Part 277 of the Food 
Stamp Program Regulations and are generally adaptable to the Food Distribution Program. 
 
2103 Matching Requirement 
 
State agencies must, unless exempt on the basis of compelling justification (see subparagraph 
2101, above), meet the matching administrative cost requirements of the Food Distribution 
Programs. 
 
The value of services provided by volunteers is allowable to meet the matching administrative 
cost requirements. Administrative Cost Standards and principles for use in determining 
applicable Food Distribution Program costs are shown in Exhibit H, attached. Funds received 
from other Federal sources cannot be used to meet the matching requirements except those 
funds provided under: 
 
A. Tribal Warehouses Financed by the Department of Housing and Urban Development - P.L. 

93-383.  Funds authorized to a tribal organization under grants pursuant to this public law 
may be used as payment of the non-Federal share required in connection with Federal 
grant-in-aid program undertaken as part of the "tribal" Community Development Program, 
and 

 
B. Indian Self-Determination and Education Assistance Act of 1975 - P.L. 93-638.  Funds 

made available to a tribal organization under grants pursuant to Section 104 of this public 
law may be used as matching shares for any other Federal grant programs which contribute 
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to the purposes for which grants under this section are made. Therefore, as long as ITOs 
can demonstrate that the tribe purchased the building being donated with funds available 
under this law, the value of that building can be used as matching contributions. 
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SECTION 2 - FUNDING AND BUDGET PROCEDURES 
 
 
2200  FUNDING 
 
2210 APPLICATION FOR FUNDS 
 
State Agencies requesting administrative funds shall submit a completed Form SF-424, 
Application for Federal Assistance (see Exhibit I, attached), to the appropriate FNS Regional 
Office at least three months prior to October 1 of each Federal fiscal year. Section III of the 
completed form must identify cost categories, any matching funds, and the time period for 
which funds are needed. The application must be approved by FNS before funds are made 
available to the State Agency. Applications for available administrative funds shall be ranked 
for funding by FNS in the following priority: (1) applications from State Agencies which 
desire to continue their present operation of a Food Distribution Program; (2) applications 
from State Agencies, in the order received, which FNS determines are immediately capable of 
effectively and efficiently administering the program; and (3) applications from other State 
Agencies, in the order received. 
 
2220  BUDGET PROCEDURES 
 
The budget information in Part III of the Form SF-424 shall be the State Agency's best 
estimate of the total amount to be spent for administering the Food Distribution Program 
during the Federal fiscal year. The appropriate FNS Regional office may request additional 
information from the State Agency to support or explain the total estimated funds shown for 
each cost category. The breakdown by cost category of administrative costs must be included 
in annual or revised budgets submitted to FNS for approval prior to the payment of 
Administrative Funds. FNS shall evaluate the budget in relation to the State Agency's plan of 
operation and other factors which are relevant to FNS' determination as to whether the 
estimated costs are reasonable and justified. The State Agency will receive written notification 
from FNS regarding approval or disapproval of any or all of the itemized costs, the amount of 
funds to be made available and the period of time the funds are available. 
 
Grantees and subgrantees are permitted to rebudget between direct cost line items in their 
approved budgets to meet unanticipated requirements, provided that the cumulative transfers of 
funds among direct cost categories are less than ten percent of the current total approved 
budget. Changes in excess of ten percent must be approved by FNS. 
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SECTION 3 - METHODS OF PAYMENT 

 
 
2300  GENERAL 
 
FNS shall provide funds by means of a letter of credit (LOC). Payments are made through the 
Automated Standards Application for Payments (ASAP) system operated by the U.S. Treasury 
Department's Financial Management Service (FMS). ASAP is an on line system that enables a 
State Agency to request funds and to obtain such information as its LOC authorization level 
and the status of requests for funds. FNS establishes a State Agency's authority to draw funds 
through ASAP by making appropriate entries in the State Agency's ASAP account via our 
Agency Financial Management System (AFMS). A State Agency shall request payments at 
such times and in such amounts as are needed to pay claims and bills on hand. 
 
2310  ESTABLISHING THE LETTER OF CREDIT 
 
When a State Agency commences program operations for the first time, FNS shall notify the 
FMS. The FMS shall then contact the State Agency to request the necessary documentation; 
assign the State Agency a recipient organization identification number; arrange for installation 
of the necessary software, etc. Once these tasks have been completed, the applicable FNS 
regional office shall establish the State Agency's ASAP accounts and assign them an account 
identification number. 
 
2320  REQUESTING PAYMENT BY LETTER OF CREDIT 
 
A State Agency requests payment by accessing the ASAP payment request function and 
entering the necessary data. The State Agency may elect either of two payment methods: 
FEDWIRE, which provides same day payment, and Automated Clearing House (ACH), which 
provides payment the next business day. The ASAP payment request function allows the State 
Agency to direct the payment to its depository financial institution (DFI). 
 
2321  Types of Payment Requests 
 
The State Agency may request a separate payment under each FNS program it administers (an 
individual payment), or it may request a summary payment covering multiple programs or 
other account categories. Individual payments may be requested by either FEDWIRE or ACH; 
summary requests may be requested only by ACH. All funds covered by a summary request 
must settle to the same DFI and bank account on the same settlement date. 
 
2322 Management Control Over Payment Requests 
 
When a State Agency posts a payment request, the ASAP system validates the keyed 
information. This entails checking it for format, conformance to balance requirements, etc. If 
the system detects errors, the State Agency will receive an error message and must edit the 
field(s) in error. If the system detects no errors, it will accept the posting. The State Agency's 
request cannot be processed until it has been successfully posted. 
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2323  Payment to Local Agencies 
 
If the State Agency makes advance payments to local agencies, they must be made as close as 
possible to the point of disbursement to the local agency. The local agency must have incurred 
the costs, received the bill, approved it for payment, and anticipate immediate disbursement 
upon receipt of funds from the State Agency. (See 7 CFR 3015.105.) 
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SECTION 4 - FINANCIAL MANAGEMENT SYSTEM 

 
2400  RESPONSIBILITY FOR MAINTENANCE OF RECORDS 
 
The State Agency shall keep such accounts and records as may be necessary to enable FNS to 
determine whether there has been compliance with Part 277 of the Food Stamp Regulations, 
agreements with FNS and procedural instructions. This requirement embraces all accounts and 
records pertaining to administrative funds, whether maintained by a State Agency or local 
agency such as: books of original entry; source documents supporting accounting transactions; 
the general ledger and subsidiary ledgers; personnel and payroll records; and canceled checks 
and related documents and records. The importance of adequate time and attendance 
accounting for full-time, part-time, and intermittent employees is emphasized. (See 7 CFR 
3015 Subpart D, 3015.61(b) and (g), and 7 CFR 277.6(b).) 
 
2410  PROPERTY RECORDS 
 
State Agencies are responsible for maintaining inventory control records of nonexpendable 
property purchased partially or entirely with funds provided by FNS. Nonexpendable property 
shall be considered as a article of equipment which: 
 
A. Is complete in itself; 
 
B. Does not lose its identity or become a component part of another article when put into use; 
 
C. Costs $500 or more; and 
 
D. Is of durable nature with an expected service life of over one year. 
 
Property records maintained by the State Agency shall show for each item or piece of 
equipment purchased: (1) the name and address of whomever has custody of the item; (2) the 
date of acquisition; (3) the cost; (4) whether the item was purchased new or used; (5) the share 
of FNS money used; and (6) a description (including serial number if any) sufficient for 
identification purposes. Each item should remain on the property records until sold, completely 
depreciated and rendered unserviceable or otherwise disposed of. Records for nonexpendable 
property acquired in whole or part with FNS funds shall be retained for 3 years after its final 
disposition. Microfilm copies, computer backup disks, and tapes may be substituted for 
original records. (See 7 CFR 3015.169.) 
 
When property acquired in whole or part with FNS funds is no longer needed for use in the 
Food Distribution Program such property should be handled in accordance with Part 277 of the 
Food Stamp Program Regulations. 
 
2420  ACCOUNTING FOR FUNDS 
 
Each State Agency which accepts administrative funds shall establish and maintain an effective 
system of fiscal control and accounting procedures. It is essential that expenditures of FNS 
funds be restricted to allowable cost and that invoice, receipts, or similar documentation be 
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readily available to support such expenditures. This requirement extends below the State level, 
too, if administrative funds are made available to local agencies. The State Agency shall keep 
records of all funds channeled into the Food Distribution Program whether from Federal, State, 
local or other sources, so that the total cost of each program can be ascertained. Such 
accounting procedures shall facilitate rapid preparation of reports required by FNS and 
accurately reflect the receipt, expenditures, and current balance of funds provided by FNS. 
 
Accounting procedures shall provide for segregation of costs identifiable to the Food 
Distribution Program from all other costs. If any other programs, such as Food Distribution to 
Institutions, Supplemental Food Programs, etc., are operated simultaneously with the Food 
Distribution Program on Indian Reservations and are using the same facilities, equipment, or 
personnel, any additional costs attributable to such other programs must be identified 
separately and supported by appropriate cost allocation records. 
 
The State Agency is free to follow its established financial procedures so long as they provide 
the means through which full disclosure of financial transactions is achieved and can be 
verified. 
 
2430  RETURN, REJECTION, AND REALLOCATION OF FUNDS 
 
If a State Agency terminates its participation in the Food Distribution Program for any reason, 
the administrative funds which are needed by the State Agency may be retained for the 
remainder of the fiscal year to cover phase out expenses incurred during this period. The State 
Agency shall maintain proper justification to show that such funds are used in meeting its 
objectives. 
 
FNS may require the State Agency to return unobligated funds and may reduce the amount it 
has awarded in administrative funds before the end of the fiscal year to the State Agency when 
the: 
 
A. Food Distribution Program is not administered by the State Agency in accordance with the 

plan of operation approved by FNS and applicable regulations; 
 
B. Amounts of funds provided by FNS is in excess of actual need, based on expenditure 

reports and current projections of program needs; or 
 
C.  Funding is reduced or not available. 
 
At the close of each fiscal year, the State Agency shall return any unobligated FNS funds to 
FNS within 90 days of the end of the fiscal year. Obligations incurred under an award should 
be liquidated within 90 days after the end of the funding period, unless an extension has been 
granted by the awarding agency. In essence, grantees should plan to liquidate their 
unliquidated obligation within 90 days of the close of the grant period (September 30). 
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CHAPTER III 

APPLICATION PROCESSING PROCEDURES  

SECTION 1 - THE APPLICATION PROCESS 

 
3100  THE APPLICATION PROCESS 
 
The application process begins with a request for an application form and ends with 
notification to the household of the State or local Agency's action on the household's 
application. 
 
The process involves such actions as: 
 
A.  Making application available; 
 
B.  Assisting a household in the completion of its application; 
 
C.  Interviewing a member of the household or an authorized representative; 
 
D.  Performing necessary collateral contacts and verifications; and 
 
E. Preparing necessary documents to authorize or deny household receipt and use of USDA 

Commodities. 
 
This process must be completed promptly. No later than seven calendar days (excluding 
weekends and holidays) after an application is filed, an eligible household must be given an 
opportunity to receive USDA Commodities. Expedited service shall be available to households 
in immediate need. 
 
3110  THE APPLICATION FORM 
 
The State Agency shall provide an application form for households which is acceptable to the 
appropriate FNS Regional Office. The form must be understandable to applicants and easy to 
complete. Each application form shall contain a description of violations in understandable 
terms and in prominent and boldface lettering, such as misstatement of income or household 
size, simultaneous participation in the Food Distribution Program and the Food Stamp 
Program, and misuse of USDA Commodities. (See Exhibit D.) 
 
3120    HOW APPLICATIONS CAN BE FILED 
 
Applications can be filed in person, or by an authorized representative at a food distribution 
office, or by mail. 
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3130 WHEN APPLICATIONS CAN BE FILED 
 
Each household has the right to file an application on the same day it contacts the food 
distribution office having jurisdiction over the reservation on which the household resides, 
providing that the contact is made during office hours. The State agency shall document the 
date the application was received. 
 
3131  Right to Same-Day Filing 
 
The State or local agency shall advise households of their right to file an application form on 
the same day they contact the food distribution office, that they do not have to be interviewed 
before filing the application and that they may file an incomplete application form as long as 
the form contains the applicant's name, address, and the signature of either a responsible 
member of the household or the household's authorized representative. State or local agencies 
shall encourage households to file an application form the same day the household or its 
representative contacts the food distribution office in person or by telephone and expresses 
interest in obtaining USDA commodity assistance. The State Agency shall include information 
about same day filing in outreach materials and shall ensure that application forms are readily 
accessible to potentially eligible households and those groups and organizations involved in 
outreach efforts. The State or local agency shall also provide an application form to anyone 
who asks for one. These requirements also apply to households applying for public assistance 
(PA) under the procedures found in paragraph 3200, below. 
 
3140  MAILING APPLICATIONS TO HOUSEHOLDS 
 
If the household has contacted the food distribution office by telephone but does not wish to 
come to the office to file the application that same day and instead prefers receiving an 
application through the mail, the State or local agency shall mail an application form to the 
household on the same day the written request or telephone call is received. 
 
3150  VOLUNTARY WITHDRAWAL OF APPLICATIONS 
 
The household may voluntarily withdraw its application at any time prior to the State or local 
agency's determination of eligibility. Voluntary withdrawal means the household, on its own 
initiative, has contacted the food distribution office, either orally or in writing and asked that 
its application not be processed any further. The State or local agency shall document in the 
casefile the reason for withdrawal, if given, and that contact was made with the household to 
confirm the withdrawal. The household shall be advised by the State or local agency of its 
right to reapply. 
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SECTION 2 - SPECIAL APPLICATION PROCESS 

 
3200  APPLICATION PROCESSES FOR PUBLIC ASSISTANCE (PA) AND GENERAL 

ASSISTANCE (GA) HOUSEHOLDS 
 
State Agencies which are responsible for and administer both the Food Distribution and public 
assistance (PA) or general assistance (GA) programs on Indian reservations may allow a 
household to apply for the Food Distribution Program at the same time the household applies 
for PA or GA benefits. PA households are categorically eligible for USDA Commodities; 
however, for GA households to be categorically eligible for USDA Commodities, they must 
satisfy Food Distribution eligibility criteria, unless the GA program meets the need 
requirements of Federally aided public assistance programs. The determination of need will be 
made by the appropriate FNS Regional Office. 
 
If the State Agency elects joint processing, the State shall use joint application forms which 
contain all the information necessary to determine eligibility. Alternatively, the State shall 
attach a form to the PA/GA application for other information required to determine eligibility 
for USDA foods. State Agencies opting for joint processing shall process all PA or GA 
applications as applications for the Food Distribution Program as well, unless the household 
clearly indicates on the application that it does not want USDA Commodities. To the extent 
that processing standards for Food Distribution Commodities can be met, States shall conduct a 
single interview for PA or GA and Food Distribution. If it appears that processing standards 
cannot be met under the single interview procedure, the State Agency shall do a separate 
interview for PA or GA and Food Distribution Program eligibility. States using joint 
processing may verify those factors of eligibility necessary for PA or GA but must follow the 
Food Distribution Program rules for all other program requirements. 
 
3210 JOINT PA/FOOD DISTRIBUTION PROGRAM APPLICATION PROCEDURES 
 
The State Agency's application for PA shall contain all the information necessary to determine 
a household's food distribution eligibility. Information relevant only to food distribution 
eligibility shall be contained in the PA form itself or shall be attached to it. The PA application 
shall have a place for the household to indicate if it does not wish to apply for food 
distribution. The application shall clearly indicate that the household is providing information 
for both programs. 
 
3220  GA HOUSEHOLDS APPLYING FOR FOOD DISTRIBUTION BENEFITS 
 
Households in which all members are applying for State Agency administered GA shall, at a 
minimum, be provided with applications for food distribution benefits and be referred to the 
appropriate food distribution office for an eligibility determination. Under certain 
circumstances (discussed below) those households may be able to apply jointly for their GA 
and food distribution benefits. Eligibility for GA households follows procedures described in 
paragraph 3200, above. 
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3221  Joint GA/Food Distribution Application Procedures 
 
When applicable, State Agencies shall use the same joint application procedures specified for 
PA household, for GA households when the following criteria are met: 
 
A. The State Agency administers a GA program which uses formalized application procedures 

and eligibility criteria that test levels of income and resources; and 
 
B. Administration of the GA program is integrated with the administration of the PA or Food 

Distribution Programs, in that the same eligibility workers process applications for GA 
benefits and PA or food distribution benefits. 

 
3222 Nonintegrated Administration 
 
State Agencies that have not integrated the administration of their GA program, but otherwise 
meet the criteria specified for joint PA/food distribution procedures, may, with the approval of 
the appropriate Regional Office, jointly process GA and Food distribution applications. If 
approved, State Agencies shall adhere to the joint application processing procedures for 
PA/food distribution applications. 
 
3223  No Joint GA/Food Distribution Application Procedures 
 
State Agencies; that have not integrated the administration of their GA program, and that do 
not elect or are not approved to use the joint application processing procedures, shall, at a 
minimum, advise all GA applicant households of their potential eligibility for food distribution 
benefits and provide these households with food distribution applications. In addition, State 
Agencies shall allow households in which all members are applying for GA benefits to leave a 
signed food distribution application which contains, at a minimum, the household's name and 
address, at the GA office. The GA office shall forward these applications that same day to the 
appropriate food distribution office for processing. The procedural and timeliness requirements 
that apply to the application process shall begin when the food distribution office receives the 
application. Since there may be a delay involved in transferring applications from GA offices 
to food distribution offices, households shall be advised that they may receive faster service if 
they take the application directly to the food distribution office. 
 
3224  Local GA Programs 
 
In areas where GA programs are administered by local agencies or agencies such as the 
Department of Interior's Bureau of Indian Affairs, the State Agency shall endeavor to gain 
their cooperation in referring GA applicants to the Food Distribution Program. Where possible, 
this referral should consist of informing the GA applicants of their potential eligibility for food 
distribution benefits, providing them with food distribution applications and directing them to 
the local food distribution office. 
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SECTION 3 - PROCESSING TIME STANDARDS 

 
3300  TIME STANDARDS FOR PROCESSING OF APPLICATIONS 
 
The State Agency shall provide eligible households with an opportunity to obtain USDA 
Commodities as soon as possible but not later than seven calendar days excluding weekends 
and holidays, after the application was filed. An application is considered filed the day the 
State or local agency receives an application containing the applicant's name and address and is 
signed by either a responsible member of the household or the household's authorized 
representative. 
 
3310  TIME STANDARD FOR SPECIAL APPLICATION PROCESSES 
 
PA and GA applications, except those on which the household has indicated it does not want 
food distribution shall be processed as food distribution applications in accordance with all 
timeliness standards and procedures specified in paragraph 3300, above. If the household's 
intention to apply for food distribution is unclear, the State Agency shall determine at the 
interview, or in other contact with the household, whether or not the household wants the PA 
or GA application processed for food distribution purposes. 
 
3311  Action When Food Distribution Determination Precedes PA or GA Determination 
 
As a result of differences in PA or GA and food distribution application processing procedures 
and timeliness standards, the State Agency may have to determine food distribution eligibility 
prior to determining eligibility for PA or GA payments. Action on the food distribution portion 
of the application shall not be delayed nor the application denied on the grounds that the PA 
and GA determination has not been made. 
 
3320  DELAYS IN PROCESSING 
 
If the State Agency cannot process the application within seven calendar days excluding 
weekends and holidays, after the application was filed due to a lack of verification as required 
in subparagraph 3504, below, the State Agency shall authorize the distribution of USDA 
Commodities for one month pending verification so long as the application is complete and 
indicates that the household will in all likelihood be eligible for the Food Distribution 
Program. No further distribution of USDA Commodities will be made without obtaining 
required verification and completing the eligibility determination. 
 
3330  EXPEDITED SERVICE 
 
The State or local agency shall provide an opportunity to obtain USDA Commodities within 
one calendar day, excluding weekends and holidays, after the date the application was filed for 
those households that report no income in the current month and also for those households 
which, in the judgment of the State or local agency, would likely be eligible and would 
otherwise suffer hardship. The basis for this determination is to be recorded in the casefile. 
The State Agency's application processing procedures shall be designed to identify households 
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eligible for expedited service at the time such households request assistance. State agencies 
should provide same day service, if possible, to households eligible for expedited service 
which would likely suffer hardship if required to return to the office the next day. While 
warehouses or other distribution points may not be open during all certification hours to 
accommodate expedited processing provisions, certification or other personnel should have 
access to USDA Commodities for distribution to households in immediate need. 
 
3331  Verification Requirements 
 
To expedite the certification of households in immediate need, verification required under 
3504 may be postponed. However, the State or local agency must verify the household's 
identity and address through a collateral contact or readily available documentary information. 
If possible, the household's income statements should be verified at the same time. Verification 
for households certified on an expedited basis must be completed prior to any subsequent 
distribution of USDA Commodities to the household. 
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SECTION 4 - HOUSEHOLD CONCEPT 

 
 
3400  COMPOSITION OF A HOUSEHOLD FOR APPLICATION PURPOSES 
 
Household means any of the following individuals or groups of individuals provided they are 
not boarders or residents of an institution and provided that separate household or boarder 
status shall not be granted to a spouse of a member of the household, or to children under 
eighteen years of age under the parental control of a member of the household. 
 
A.  An individual living alone; 
 
B. An individual living with others, but customarily purchasing food and preparing meals for 

home consumption separate and apart from the others; or 
 
C. A group of individuals living together for whom food is customarily purchased in common 

and for whom meals are prepared together for home consumption. (See paragraph 4220, 
below). 

 
3410  NONHOUSEHOLD MEMBERS 
 
Persons residing with a household who cannot be considered as household members for 
application or eligibility purposes. Such persons are termed nonhousehold members and shall 
not be considered in determining the household's eligibility or the amount of USDA 
Commodities it will receive. Nonhousehold members are specified in subparagraphs 3411 
through 3416, below. 
 
3411  Roomers 
 
Persons to whom a household furnishes lodging for compensation, but not meals. Roomers who 
are eligible for the program may participate as separate households. 
 
3412  SSI Recipients in "Cash-Out" States 
 
Recipients of Supplemental Security Income (SSI) benefits who reside in a State designated by 
the Department of Health and Human Services (DHHS) to have specifically included the food 
stamp coupon allotment in its State supplemental payments. These persons are not eligible for 
Food Distribution Program benefits. 
 
3413  Disqualified Individuals 
 
The following persons are not eligible for Food Distribution Program benefits until the period 
of disqualification expires: 
 
A. Persons who have been disqualified for an intentional program violation under the Food 

Stamp Program; 
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B. Persons who failed to pay a claim under the Food Distribution Program (see paragraph 

5660, below); 
 
C. Persons determined to have misrepresented household circumstances in order to receive 

more benefits to which it was entitled (see subparagraph 5662, below); and 
 
D. Persons who have been convicted of fraud under the Food Distribution Program by a court 

(see subparagraph 5663, below). 
 
However, a pending disqualification hearing shall not affect the individual's or the household's 
right to be certified and participate in the program. An individual or household may continue to 
participate until they have been officially terminated 
 
3414  Illegal Residents 
 
Persons who are not legally residing in the United States. Although U.S. Citizenship is not 
required for participation in the Food Distribution Program, persons must be lawfully living in 
the United States to be eligible for USDA Commodities. 
 
3415  Foster Care Children 
 
Households which contain foster children have the option of counting foster children as 
members of the household or classifying them as borders. In the first instance, foster children 
may be counted as members of the household in which they reside. All foster care payments 
shall be counted as unearned income to the household. 
 
Under the second instance, households shall have the option of classifying the foster children 
as boarders. In this instance, foster children are not considered part of the household. Foster 
care payments are excluded from the household's income and the foster children are not 
included in determining the amount of USDA commodities the household is to receive. 
 
3416  Others 
 
Other persons who share living quarters with the household but who do not customarily 
purchase food or prepare meals with the household. If, for example, an applicant household 
shares its living quarters with another family to save rent, but does not purchase and prepare 
meals with that family, the members of the other family are not members of the applicant 
household but may be considered as a separate household for eligibility purposes. 
 
3420  HEAD OF HOUSEHOLD 
 
State or local agencies may designate the head of household, or permit the household to do so. 
State or local agencies shall not impose additional requirements based on who has been 
selected as head of household, such as requiring that the head of household, rather than another 
responsible adult member of the household, appear at the food distribution office to make 
application for benefits. In the event that the head of the household or the spouse is unable to 
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file the application, another responsible household member, or an authorized representative 
may apply for the household. 
 
3430  AUTHORIZED REPRESENTATIVE 
 
There may be instances when the head of the household or the spouse cannot apply for the 
household. In such instances, another responsible household member may apply or an adult, 
nonhousehold member may be designated as the authorized representative for that purpose. 
 
3431  Who Can Be an Authorized Representative 
 
Adults who are nonhousehold members may be designated as authorized representatives for 
certification purposes only if they are: 
 
A. Designated in writing by the head of household, or the spouse, or another responsible 

member of the household; and 
 
B.  Sufficiently aware of relevant household circumstances. 
 
In the event the only adult member of a household is classified as a nonhousehold member, that 
person may be designated as the authorized representative for the minor household members. 
 
3432  Who Cannot Be an Authorized Representative 
 
The following individuals may not be designated as authorized representatives: 
 
A. State Agency employees who are involved in the certification and/or distribution processes 

without the specific written approval of the designated State or local agency official, such 
as county welfare director, or local food distribution supervisor, and only after a 
determination has been made that no one else is available to serve. 

 
B. Persons disqualified for intentional program violation in the Food Stamp Program shall not 

act as authorized representatives during the period of disqualification, unless a disqualified 
individual is the only adult member of the household able to act on its behalf and the State 
or local agency has determined that no one else is available to serve. The State or local 
agency shall separately determine whether these persons are permitted to apply or to obtain 
USDA Commodities on behalf of the household. 

 
3433  Liability for Designation 
 
It is important that the head of the household or the spouse prepares or reviews the application 
whenever possible, even though another household member or the authorized representative 
will actually be interviewed. The State or local agency shall inform the household that it will 
be held liable for any excess distribution of USDA Commodities which results from erroneous 
information given by the authorized representative. 
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3434  Authorized Representatives for Obtaining USDA Commodities 
 
An authorized representative may be designated for obtaining USDA Commodities on behalf of 
the household. These designations shall be made at the time the application is completed. The 
authorized representative for picking up USDA Commodities may be the same individual 
designated to make application for the household or may be another individual. Even if a 
household member (the head of the household, spouse, or other member) is able to make 
application and obtain commodities, they should be encouraged to name an authorized 
representative for obtaining commodities in case of illness or other circumstances which might 
result in an inability to obtain commodities. 
 
3435 Documentation and Control of Authorized Representatives 
 
The State or local agency shall assure that authorized representatives are properly designated. 
The name of the authorized representative(s) shall be maintained as part of the household's 
casefile. An authorized representative may represent any number of households. 
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SECTION 5 - VERIFICATION AND DOCUMENTATION 

OF ELIGIBILITY CRITERIA 
 
 
3500  GENERAL PROVISIONS 
 
Verification is the use of third party information or documentation to establish the accuracy of 
statements on the application. The following sections set forth the general requirements for 
verification of financial and nonfinancial eligibility factors. 
 
3501  Responsibility for Providing Verification 
 
The household has primary responsibility for providing documentary evidence to support its 
income statements and resolve any questionable information. Households may supply 
documentary evidence in person, through the mail, or through an authorized representative. 
The State Agency shall accept any reasonable documentary evidence provided by the 
household, but must be satisfied that the verification adequately proves the statements. If it 
would be difficult or impossible for the household to obtain documentary evidence in a timely 
manner, or the State Agency can do so more quickly than the household, the State Agency shall 
offer assistance to the household in obtaining the documentary evidence. 
 
3502  Sources of Verification 
 
A. Documentary Evidence.  State or local agency shall use documentary evidence as the 

primary source of verification for all items. Documentary evidence consists of a written 
confirmation of a household's circumstances. Although documentary evidence shall be the 
primary source of verification, acceptable verification shall not be limited to any single 
type of document and may be obtained through the household or from other sources. 
Whenever documentary evidence cannot be obtained, the State or local agency shall use 
alternate sources of verification such as collateral contacts and home visits. In all cases, the 
methods of verification shall be recorded in the casefile. 

 
B. Collateral Contact.  A collateral contact is a verbal confirmation of a household's 

circumstances by a person outside of the household. The collateral contact may be made 
either in person or over the phone. The acceptability of a collateral contact shall not be 
restricted to a particular individual but may be anyone that can be expected to provide an 
accurate third party verification of the household's statements. Examples of acceptable 
collateral contacts are employers, community action groups, neighbors of the household, or 
other persons outside the household. 

 
The State Agency shall rely on the household to provide the name of any collateral contact. 
The household may request assistance in designating a collateral contact. However, the 
State Agency is not required to use a collateral contact designated by the household if the 
collateral contact cannot be expected to provide an accurate third party verification. When 
the collateral contact designated by the household is unacceptable, the State Agency shall 
ask the household to designate another collateral contact. The State Agency is responsible 
for obtaining verification from the collateral contact. 
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Once the household has supplied the name of a collateral contact or has asked the State 
Agency for assistance in locating a collateral contact, the State Agency shall promptly 
contact the collateral contact or otherwise assist the household in obtaining the necessary 
verification. 

 
C. Home Visits.  Home visits shall be used as verification only if documentary evidence and 

collateral contacts cannot be obtained. The State Agency must attempt to schedule a visit in 
advance with the household. 

 
3503 Discrepancies 
 
Where information from another source contradicts statements made by the household, the 
household shall be afforded a reasonable opportunity to resolve the discrepancy prior to an 
eligibility determination. 
 
3504  Mandatory Verification 
 
State or local agencies shall verify all gross nonexempt income prior to certification. 
Verification does not need to be to the exact dollar amount unless the household's eligibility 
would be affected. However, where all attempts to verify income have been unsuccessful either 
because the person or organization providing the income has failed to cooperate or because 
sources of verification are unavailable the State Agency shall determine an amount to be used 
for certification based on the best available information. 
 
3505  Verification of Questionable Information 
 
Eligibility criteria, other than income, including residency on or near the reservation shall be 
verified prior to certification only if they are questionable. To be considered questionable, the 
information on the application must be inconsistent with statements made by the applicant, 
inconsistent with other information on the application or previous applications, or inconsistent 
with information received by the State Agency. (See paragraph 3510, below.) 
 
3506  Verification for Joint PA or GA and Food Distribution Applications 
 
For household,; filing a joint PA or GA and Food Distribution application the verification 
procedures described in Section 5 of this Chapter shall be used for eligibility factors which 
concern only the household's eligibility for Food Distribution. Those factors which concern 
both PA or GA and Food Distribution eligibility may be verified according to PA or GA 
procedures. 
 
3507 Verification of Reported Changes 
 
Changes reported during the certification period shall be subject to the same verification 
procedures as apply at initial certification, except that the State Agency is not required to 
verify income if the source has not changed and the amount has changed by $50 or less since 
the last time they were verified. 
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3508  Verification at Recertification 
 
In recertifying a household, the State Agency shall verify a change in income if the source has 
changed or the amount has changed by more than $50 since it was last verified. In addition, the 
State Agency shall verify income reported by households to be unchanged or to have changed 
by $50 or less, when information is questionable. The State Agency shall use the same 
verification procedures employed at initial certification to check on all other changes reported 
at the time of recertification. Additionally verification requirements for households applying 
for recertification within 30 days after the expiration of the certification period will remain the 
same as for those households making timely recertification. 
 
3509 Verification for Expedited Service 
 
To expedite the certification of households in immediate need, the State Agency shall postpone 
the verification required in subparagraphs 3504 and 3505, above, except that the households' 
identity and address shall be verified by collateral contact or other readily available 
documentary evidence. If possible the household's income statements shall be verified at the 
same time. The State Agency shall complete the verification for households certified on an 
expedited basis prior to the distribution of commodities to the household for any subsequent 
month. 
 
3510 VERIFICATION OF NONFINANCIAL ELIGIBILITY CRITERIA 
 
Where questionable, the household's identity and residency shall be verified through readily 
available documentary evidence, collateral contact or by home visit, if necessary prior to 
certification. Certification shall not be delayed to obtain verification of questionable 
nonfinancial eligibility criteria; however, verification of the questionable nonfinancial 
eligibility criteria shall be obtained prior to the household's receipt of a second month's 
issuance of USDA Commodities. As it is difficult to verify if a group of individuals 
customarily purchase and prepare meals together, the State or local agency shall generally 
accept the household's statement regarding food preparation and purchasing. 
 
3511 Verification of Identity 
 
When necessary, examples of acceptable documentary evidence which the household may 
provide include, but are not limited to, a driver's license, work or school I.D., voter registration 
card, birth certificate, ID for health benefits or other programs, or other social services. 
Household identity is that of the applicant. If an authorized representative applies for the 
household, the head of the household should be identified. 
 
3512  Verification of Residency 
 
Where appropriate, documents with the household's address shall be the primary source of 
verification, although collateral contacts and/or home visits may be used if documentary 
evidence cannot be obtained. 
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3520  VERIFICATION OF RESOURCES 
 
During the interview, the State or local agency shall review with the applicant the resources 
reported as well as the possibility of unreported resources. State or local agencies shall verify 
resource information for any household only if the information is questionable. Documentary 
evidence shall be used as the primary source of verification, although collateral contacts may 
also be sources of verification if written verification is unavailable. 
 
3530  VERIFICATION OF INCOME 
 
The State or local agency shall use documentary evidence as the primary source of verification. 
Documentary evidence consists of wage stubs. For earned income, it is required that the 
household provide a full month's wage statements. If a full month's wage statements are not 
available (e.g., applicant was recently hired for work), then applicant must provide wage 
statements received to date and provide employment information which can be verified by 
collateral contacts (name of employer, employer phone number, hourly wage rate, hours 
worked per pay period, amount of time on the payroll, prospects for continued employment, 
etc.). Whenever documentary evidence cannot be obtained, is insufficient to make a firm 
determination of eligibility, or appears to be falsified, collateral contacts or home visits must 
be used. For example, documentary evidence may be considered insufficient when the 
household presents pay stubs which do not represent an accurate picture of the household's 
income (such as out-dated pay stubs) or identification papers that appear to be falsified. If 
other types of verification are used, the State Agency shall document in the casefile why an 
alternate source was needed. Benefits shall not be delayed beyond the processing time 
standards described in paragraph 3300, above, solely because income has not been verified. 
However, benefits shall not be provided for more than one month in cases where complete 
verification of income has not been obtained. (See paragraph 3320, above.) 
 
Households who report zero income month after month but still maintain a residence must be 
questioned as to how they are able to sustain the residence and household members. 
 
3531  Standard--Unreported Income 
 
In addition to verifying reported income, the State or local agency may have occasion to 
explore the possibilities of unreported income. When income information on the application is 
inconsistent with statements made by the applicant, other information on the current or 
previous applications or other information received by the State Agency, further verification 
must be provided. For example, if a household reports its unemployment compensation has 
stopped but a record in the case shows that sufficient benefits are available for certain number 
of months, further verification would be needed. Another situation possibly requiring further 
verification is if a household reported filing for public assistance, SSI, Social Security, or 
similar benefits on previous applications but still reports not receiving them. If the State or 
local agency knows that the average waiting period has passed, a determination shall be made 
as to whether the household has unusual circumstances delaying the benefits or, if, in actuality, 
the benefits have begun. 
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3532  Earned Income 
 
The following are documents which can be used to verify earned income: 
 
A.  From Applicant: 
 

1. Pay stubs. 
2. Pay envelope. 
3. Employee's W-2 form. 
4. Wage tax receipts. 
5. State or Federal income tax return. 
6. Self-employment bookkeeping records. 
7. Sales and expenditure records 

 
B.  From Others: 
 

1. Employer's wage records. 
2. Statement from employer. 
3. Employment Security Office. 
4. State Income Tax Bureau. 

 
3533  Unearned Income 
 
In verifying other income to the household the following documents are generally available 
from applicant: 
 
A. Social Security award letter (changes in benefits will not always be reflected). 
B. Benefit payment check. 
C. Unemployment Compensation award letter. 
D. Pension award notice. 
E. Department of Veterans Affairs award notice. 
F. Correspondence on benefits. 
G. Income tax records. 
H. Railroad Retirement award letter. 
I. Support and alimony payments evidenced by court order divorce or separation papers, 

contribution check. 
J. SDX System (see subparagraph 3534, below). 
K. Social Security (Form SSA-1610). 
L. Social Security District Office files. 
M. Bureau of Employment Security - Unemployment Compensation Section. 
N. Union records. 
O. Workman's Compensation records. 
P. Department of Veterans Affairs records. 
Q. Insurance company records. 
R. Tax records. 
S. Railroad Retirement Board Records. 
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3534  SDX--For Social Security Benefits 
 
If documentary evidence of social security benefits is not readily available from the applicant, 
the State Agency or local agency may verify, where possible, the income through the State 
Data Exchange (SDX). The amount of social security benefits reported on the application is 
used to compute the households's eligibility, pending receipt of verification from SDX. Prior to 
submission of the State or local agency's request for verification, any household member 
whose social security benefits are verified through SDX must sign an information release 
statement which is valid only during the certification period. 
 
3535 Verification of Loans 
 
The State or local agency may determine when to verify if monies received by a household are 
in fact loans. At a minimum, however, the State or local agency shall verify the loan in any 
case that is questionable. 
 
When verifying that income is exempt as a loan, a legally binding agreement is not required. A 
simple statement signed by both parties which indicates that the payment is a loan and must be 
repaid shall be sufficient verification. However, if the household receives payments on a 
recurrent or regular basis from the same source but claims the payment are loans, the State or 
local agency may also require that the provider of the loan sign an affidavit which states that 
repayments are being made or that payments will be made in accordance with an established 
repayment schedule. 
 
3536 Verification of Scholarships, Deferred Loans, or Grants 
 
Verification of the amounts received from scholarships, deferred loans or grants may be 
obtained directly from the household or other sources such as the agency or institution 
providing such monies. 
 
3537  Noncooperation of a Disqualified Member of the Household 
 
If a disqualified member of the household refuses to provide information needed to certify the 
remaining members, alternate methods of verification should be used. For example, if the 
disqualified member refuses to provide income information, a collateral contact may be used. 
The State or local agency may also, if no other means of verification are available, base the 
income on the best available information. See subparagraph 4101, below, for further 
information on disqualified member. 
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3538  Verification of Income Deductions 
 
Deductible expenses shall be verified only when the expense claimed is questionable. 
 
3539  Documenting the Verification 
 
Casefiles must be documented to support eligibility, ineligibility, and level of commodity 
distribution. The documentation shall be in sufficient detail to permit a reviewer to determine 
the reasonableness, accuracy and date of the determination. Where verification was required to 
resolve questionable information, the State or local agency shall document why the information 
was considered questionable and what documentation was used to resolve the questionable 
information. The State or local agency shall also document the reason why an alternative 
source of verification, such as a collateral contact or home visit, was needed, and the reason a 
collateral contact was rejected and an alternate requested. 
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SECTION 6 - INTERVIEWING 

 
 
3600  STANDARDS FOR INTERVIEWS 
 
All applicant households, including those submitting applications by mail, shall have an 
interview by a certification worker prior to certification. At State or local agency discretion 
applicants may be interviewed by telephone or in the home. No household shall be interviewed 
by telephone for any two consecutive certifications without a face-to-face interview at the food 
distribution office or home. State agencies must attempt to schedule home visits in advance. 
Home visits may not extend required time limits for processing. The individual interviewed 
may be the head of household, spouse, any other responsible member of the household, or an 
authorized representative. The State or local agency shall not simply review the information 
that appears on the application, but shall explore and resolve unclear and incomplete 
information. In addition, the State or local agency shall fully advise households of their rights 
and responsibilities during the interview, including an explanation of the appropriate 
application processing time and the household's responsibility to report changes. The interview 
shall be conducted as an official and confidential discussion of household circumstances. The 
applicant's right to privacy must be protected during the interview. Facilities shall be adequate 
to preserve the privacy and confidentiality for the interview. 
 
3610  JOINT PA OR GA AND FOOD DISTRIBUTION PROGRAM INTERVIEW 
 
The State Agency shall conduct a single interview at initial application for both PA or GA and 
food distribution purposes unless the State Agency is unable to do so within the Food 
Distribution Program processing time standards. 
 
3620  HOUSEHOLD REFUSAL TO COOPERATE 
 
If the household refuses to cooperate with the State or local agency in completing any part of 
the application process, the application shall be denied at the time of refusal. For a 
determination of refusal to be made, the household must be able to cooperate, but clearly 
demonstrate that it will not take actions that it can take and which are required to complete the 
application process. For example, to be denied for refusal to cooperate, a household must 
refuse to be interviewed, not merely fail to show up for the interview. If there is any question 
as to whether the household has merely failed to cooperate, as opposed to refused to cooperate, 
the household shall not be denied solely for that reason. The household shall also be 
determined ineligible if it refuses to cooperate in any subsequent review of its eligibility. Once 
denied or terminated for refusal to cooperate, the household may reapply but shall not be 
determined eligible until it cooperates. 
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CHAPTER IV 

ELIGIBILITY CRITERIA 
 

SECTION 1 - DETERMINING HOUSEHOLD ELIGIBILITY 
 
4100  DETERMINING HOUSEHOLD ELIGIBILITY 
 
The following steps shall lead to the final eligibility determination of a household. 
 
A.  Establish household composition (membership). 
 
B. Establish the household's residency on the reservation or status as an Indian Tribal 

household if living in a near area. 
 
C.  Determine if the household automatically meets the financial eligibility criteria 

requirements without testing resources and income (PA, GA, and SSI households). 
 
D.  Determine if the nonassistance household meets financial eligibility criteria ements. 
 

1. Test the household's net food distribution resources against the resources standards in 
paragraph 4400, below. 

 
2. Test the household's net food distribution income against the food distribution income 

standards (see Exhibit M, attached) for the appropriate household size. 
 
4101 Determining Eligibility and Benefit Level for Households with a Disqualified 

Member(s) 
 
The disqualified member is not included when determining the household's size for purposes of 
assigning the level of USDA foods to be received by the household, or for purposes of 
comparing the household's net monthly income with the income eligibility standards. 
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SECTION 2 - NONFINANCIAL ELIGIBILITY CRITERIA 

 
4200 NONFINANCIAL ELIGIBILITY STANDARDS 
 
This section provides a description of the nonfinancial criteria all households must meet which 
are residency and household composition. 
 
4210  RESIDENCY 
 
A household must be living on the reservation in which it files an application for participation. 
However, Indian tribal households need only be living near the reservation or in an approved 
FNS service area in Oklahoma for participation purposes (see subparagraphs 4212 and 4213, 
below). Residency shall not mean home nor can State Agencies impose durational residency 
requirements. However, persons must be living on or near the reservation the majority of the 
time making the reservation their primary residence. Persons on the reservation solely for 
vacation, including weekend and holiday stays, shall not be considered residents. No household 
may participate in the Food Stamp Program or in the Food Distribution Program in more than 
one geographical area at the same time. 
 
4211  Citizenship 
 
The State Agency shall not require U.S. citizenship as a condition of eligibility for the Food 
Distribution Program on Indian Reservations; however, participants must be lawfully residing 
in the United States. 
 
4212 Near Area or Service Area 
 
Households living near the reservation or in an FNS service area in Oklahoma may participate 
in the Food Distribution Program on Indian Reservations if at least one household member is 
recognized as a tribal member of any Indian tribe. Only FNS approved near areas and FNS 
service areas as specifically defined in the State Agency's Plan of Operation can be considered 
for eligibility purposes. 
 
4213 Urban Areas 
 
Individuals living in urban places outside the reservation cannot participate in the Food 
Distribution Program on Indian Reservations, unless that town or city has been specifically 
approved by FNS as a near area or FNS service area in Oklahoma. In such cases, Indian 
households may participate. This does not include urban areas within the reservation 
boundaries, as these areas are considered part of the reservation. (See paragraph 4210, above.) 
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4220  HOUSEHOLD COMPOSITION 
 
Households shall list on their applications the various members to be considered for food 
distribution benefits. The State or local agency should examine each application to determine if 
there are members who may not be eligible to participate in the household. These include 
nonhousehold members such as roomers. The State or local agency shall verify any 
questionable information provided by the household about the composition of the household, 
such as the household's size. However, as it is difficult to verify if a group of individuals 
customarily purchases and prepares meals together and therefore constitutes a household, the 
State or local agency shall generally accept the household's statement regarding food 
preparation and purchasing. (See paragraph 3400, above.) 
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SECTION 3 - FINANCIAL ELIGIBILITY CRITERIA  

CATEGORICALLY ELIGIBLE HOUSEHOLDS 
 
4300 CATEGORICALLY ELIGIBLE HOUSEHOLDS 
 
4310 PA AND SSI HOUSEHOLDS 
 
Households in which all members are included in a federal public assistance or SSI grant, 
except those SSI participants discussed in subparagraph 3412, above, automatically meet 
resource and income eligibility requirements for the Food Distribution Program. Therefore, the 
State or local agency shall not test any of the resources or incomes of the households against 
the Food Distribution resource and income standards. 
 
4320  GA HOUSEHOLDS 
 
Households in which all members are included in an FNS approved general assistance grant 
(see subparagraph 3221, above) or a combination of GA, PA, and SSI grants, automatically 
meet resource and income eligibility requirements for Food Distribution. The State or local 
agency shall not test any of the resources or incomes of these households against the Food 
Distribution resource and income standards. 
 
4330 NONASSISTANCE HOUSEHOLDS 
 
The State or local agency shall test the resources and incomes of all households, in which one 
or more members do not participate in PA, SSI and/or GA grants, against the Food Distribution 
resource and income standards. Nonassistance households must meet the financial as well as 
the nonfinancial eligibility criteria in order to receive USDA commodities. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

4-4 



 
FNS HANDBOOK 501 

 
SECTION 4 - RESOURCES 

 
 
4400  RESOURCES 
 
This section provides the uniform resource standards and describes included (nonexempt) and 
excluded (exempt) resources and how to treat them. 
 
4410  STANDARD HOUSEHOLD LIMITS FOR RESOURCES 
 
Eligibility shall be denied or terminated if the value of nonexempt resources for the household 
exceeds: 
 
A. $3,000 for all households with two or more members if at least one member is 60 or over; 

or 
 
B.  $1,750 for all other households including all one-person households. 
 
The household's resources at the time the application is filed shall be used to determine the 
household's eligibility. Nonrecurring lump sum payments as described in subparagraph 4549 
(d), below, must be counted as resources in the month received. Also, land lease and treaty 
income shall be considered nonrecurring lump-sum payments if received only once per year. 
(See subparagraph 4549, below.) If received more frequently, the payments must be treated as 
unearned income. (See paragraph 4530, below.) 
 
4411  Jointly Owned Resources 
 
Resources owned jointly by separate households shall be prorated between or among those 
households, unless the applicant household can demonstrate that the resources are inaccessible 
to it because access to the value of the resource is dependent upon the agreement of a joint 
owner who refuses to comply. 
 
4412  Resources of Disqualified Members 
 
The resources of persons disqualified from participation in the Food Stamp Program for 
intentional program violation shall continue to count in their entirety to the remaining 
households members when determining their eligibility for the Food Distribution Program. 
 
4420  NONEXEMPT RESOURCES 
 
In determining the resources of households applying for USDA commodities only cash on 
hand, money in checking or savings accounts, saving certificates, stocks or bonds, or other 
readily negotiable and accessible certificates or instruments shall be counted except for those 
resources specifically listed as excluded resources in paragraph 4430, below. 
 
4430  EXCLUDED RESOURCES 
 
In determining the resources of a household the following shall not be counted: 
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4431 Life Insurance and Pension Funds 
 
The cash value of life insurance policies and pension funds, including funds in pension plans 
with interest penalties for early withdrawal, such as a Keogh Plan or Individual Retirement 
Account (IRA), as long as the funds remain in the pension plans. 
 
4432 Disaster Payments 
 
Any governmental payments which are designated for the rebuilding of a home damaged in a 
disaster, if the household is subject to a legal sanction if the funds are not used as intended. 
Some examples are payments made by the Department of Housing and Urban Development 
through the individual and family grant program or disaster loans or grants made by the Small 
Business Administration. 
 
4433  Prorated Income 
 
Resources, such as Grants awarded to students or income from self-employment which is being 
prorated and counted as income. 
 
4434  Resources Excluded by Law 
 
Following is a listing of resources excluded by express provisions of Federal statute: 
 
A. Payments received under the Alaska Native Claims Settlement Act (P.L. 92-203, Sec. 

21(a)) or the Sac and Fox Indian Claims Agreement (P.L. 94-189); 
 
B. Payments received by certain Indian tribal members under P.L. 94-114, Sec, 6, regarding 

submarginal land held in trust by the United States; 
 
C. Payments received by certain Indian tribal members under P.L. 94-540 regarding the Grand 

River Bank of Ottawa Indians; 
 
D. Reimbursements from the Uniformed Relocation Assistance and Real Property Acquisition 

Policy Act of 1970 (P.L. 91-646, Sec. 216); 
 
E. Payments made as a result an emergency or major disaster in accordance with Section 

312(d) of the Disaster Relief Act of 1974 (P.L. 93-288), as amended by the Disaster Relief 
and Emergency Assistance Amendments of 1988 (P.L. 100-707) (e.g., payments to farmers 
during natural disasters); 

 
F. Interests of individual Indians in trust or restricted lands. Interests include the Indian's 

right to or legal share of the trust or restricted land, and any income accrued from the funds 
in trust or the restricted lands (see subparagraph 4543 (I), below); and 

 
G. Financial assistance received by a student from Title IV programs that is spent specifically 

for educational purposes (P.L. 99498). 
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SECTION 5 - INCOME 
 
4500  INCOME 
 
This section defines included and excluded income and allowable deductions. 
 
Household income shall include all income from whatever source, except for the exclusions 
listed in paragraph 4540, below. Income is categorized as earned or unearned. The income 
considered is that received or anticipated to be received over the proposed certification period. 
 
4510  BASIS OF NATIONAL INCOME ELIGIBILITY STANDARDS 
 
The income eligibility standards for all areas, including Alaska, (Exhibit M) are adjusted 
annually, and new exhibits shall be provided by the appropriate FNS Regional Office. 
 
4511  Income Eligibility Standards for Nonassistance Households 
 
The State Agency shall apply the uniform national income eligibility standards for the Food 
Distribution Program except for those households which are categorically eligible (see 
paragraphs 4300 and 4310, above). The standard shall be the monthly income eligibility 
standard for the Food Stamp Program in the State, increased by the amount of the standard 
deduction for the State (see Exhibit M). 
 
4520  EARNED INCOME 
 
The following types of income are considered earned: 
 
A. Wages.  All wages and salaries of an applicant. Wages that are garnished for ordered 

support (see subparagraph 4542.1, below) or withheld at the request of the employee are 
considered income. 

 
B. Self-employment.  The gross income from a self-employment enterprise, including the net 

profit from the sale of any capital goods or equipment related to the business. Payments 
from roomers and returns on rental property are considered as self-employment. (See 
paragraph 4720, below.) 

 
C. Training Allowances.  Training allowances from vocational and rehabilitative programs 

sponsored by Federal, State, or local governments to the extent they are not a 
reimbursement. 

 
D. Work Study Earnings.  College Work Study earnings paid by educational grants, funded in 

whole or in part from Title IV of the Higher Educational Act, that remain after allowable 
exclusions are also considered earned income. 

 
4530   UNEARNED INCOME 
 
The following types of income are considered unearned (this list is not inclusive): 
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A. Assistance Payments.  Assistance payments from Federal or federally aided public 

assistance programs, such as supplemental security income (SSI) or Temporary Assistance 
for Needy Families (TANF); general assistance (GA) programs, or other assistance 
programs based on need. 

 
B. Pension, Social Security, Foster Care.  Annuities; pension; retirement; veteran's or 

disability benefits; workman's or unemployment compensation; old-age, survivors' or social 
security benefits; strike benefits; foster care payments for children or adults unless they are 
counted as boarders. (See subparagraph 3415, above.) 

 
C. Support and Alimony.  Support or alimony payments made directly to the household from 

nonhousehold members, except for foster care payments for children that are categorized as 
boarders. (See subparagraph 3415, above.) 

 
D. Education Grants.  Scholarships, educational grants, fellowships, deferred payment loans 

for education, veteran's educational benefits and the like to the extent they are not used for 
tuition or mandatory fees. 

 
E. Grants, Interest Payments.  Payments from Government-sponsored programs, dividends, 

interest, royalties, and all other direct money payments from any source which can be 
construed to be a gain or benefit. 

 
F. Income from Disqualified Members.  Earned income, less the 20 percent earned income 

deduction, and unearned income of an individual disqualified from the Food Stamp 
Program for intentional program violation less the pro rata share for the disqualified 
individual. If, for example, there are six members of a household and one of those persons 
is disqualified, the pro rata share is one-sixth of the income. The household receives five-
sixths of the income for Food Distribution Program eligibility purposes. 

 
G. Federal Housing Administration's "Family Living Plan".  Payments received on a monthly 

basis for household expenses. 
 
H. Foster Care Payments.  Payments received for the foster care of children counted as 

members of the household in which they reside. (See subparagraph 3415, above.) 
 
I. Payments from Gambling Enterprises.  Gambling profits paid to members on a regular 

basis, regardless of frequency. 
 
J. Land-Lease and Treaty Income.  Land lease and treaty income payments, if payments are 

received more frequently then annually. 
 
K. Adoption Subsidies.  Adoption subsidies if they are received on a continuous basis. 
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4540  EXCLUDED INCOME 
 
The following types of income shall be excluded when computing a household's total income 
for testing against Food Distribution income standards. No other income shall be excluded. 
 
4541  In-Kind Income 
 
Any gain or benefit, not in the form of money, which is payable directly to the household such 
as in-kind benefits. For example, meals, clothing, public housing, or produce from a garden are 
not considered as income for eligibility purposes. 
 
4542 Vendor Payments 
 
A payment made in money on behalf of a household shall be considered a vendor payment 
whenever a person or organization outside of the household uses its own funds to make a direct 
payment to either the household's creditors or a person or organization providing a service to 
the household. For example, if a relative or friend, who is not a household member, pays the 
household's rent directly to the landlord, the payment is considered a vendor payment and is 
not counted as income to the household. 
 
4542.1 Exception to Vendor Payment Rule - Legally Obligated Payments 
 
Monies that are legally obligated and otherwise payable to the household, but which are 
diverted by the provider of the payment to a third party for a household expense, shall be 
counted as income and not considered as a vendor payment. The distinction is whether the 
person or organization making the payment on behalf of a household is using funds that would 
otherwise have been paid to the household. Such funds include wages earned by a household 
member and therefore owed to the household, a public assistance grant to which a household is 
legally entitled, and support or alimony payments in amounts which legally must be paid to a 
household member. If an employer, agency or former spouse who owes these funds to a 
household diverts them instead to a third party to pay for a household expense, these payments 
shall still be counted as income to the household. However, if an employer, agency, former 
spouse, or other person makes payments for household expenses to a third party from funds 
that are not owed to the household, these payments shall be considered as vendor payments. 
 
A.  Example 1. 
 

1. Income.  Wages earned by a household member that are garnished or diverted by an 
employer, and paid to a third party for a household's expenses, such as rent. 

 
2. Vendor Payment.  The employer pays a household's rent directly to the landlord in 

addition to paying the household its regular wages or the employer provides housing to 
an employee. The value of the housing shall not be counted as income. 
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B.  Example 2. 
 

1. Income.  All or part of a public assistance grant which would normally be provided in 
money payment to the household is diverted to third parties or to a protective payee for 
purposes such as managing a household's expenses. 

 
2. Vendor Payment.  Payments by the State agency that would not normally be provided in 

a money payment to the household, and that are over and above normal public 
assistance grants and which are made directly to a third party for a household expenses. 
This rule applies even if the household has the option of receiving a direct cash 
payment. 

 
C.  Example 3. 
 

1. Income.  Money deducted or diverted from a court-ordered support or alimony payment 
(or other binding written support or alimony agreement) to a third party for a household 
expense. 

 
2. Vendor Payment.  Payments specified by a court order or other legally binding 

agreement to go directly to the third party rather than to the household, and support 
payments not required by a court order or other legally binding agreement (including 
payments in excess of amount specified in a court order or written agreement) which 
are paid to a third party rather than the household, even if the household agrees to the 
arrangement. 

 
4543  Income Excluded by Law 
 
The State or local agency shall disregard any income that is specifically excluded by any other 
Federal statute from consideration as income. The following laws provide such an exclusion: 
 
A. Reimbursements from the Uniform Relocation Assistance and Real Property Acquisition 

Policy Act of 1970 (P.L. 91-646, Sec. 216). The following payments are included under 
Title II of this Act: 

 
1.   Payments to persons displaced as a result of the acquisition of real property; 

 
2. Relocation payments to a displaced homeowner toward the purchase of a replacement 

dwelling. Such payment may only be made to a displaced owner who purchases and 
occupies a dwelling within one year following displacement; and 

 
3. Replacement housing payments to displaced persons not eligible for a homeowner's 

payments. 
 
B. Payments received under the Alaska Native Claims Settlement Act (P.L. 92-203, Sec. 

21(a)). 
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C. Any payment to volunteers under Title II (RSVP, foster grandparents, and others) of the 

Domestic Volunteer Services Act of 1973 (P.L. 93-113. as amended). Payments under Title 
I (VISTA) to volunteers shall be excluded for those persons receiving USDA Commodities, 
food stamps, or public assistance at the time they joined VISTA except that households 
which are receiving an income exclusion for VISTA or other Title I subsistence allowance 
at the time of implementation of these rules shall continue to receive an income exclusion 
for VISTA for the length of their volunteer contract. Temporary interruptions in 
participation in the Food Distribution, Food Stamp or public assistance programs shall not 
alter the exclusion once an initial determination is made. For example, a person is receiving 
USDA commodities and joins VISTA. He is sent for training and does not receive USDA 
commodities for two months. When he reapplies, his VISTA income is disregarded because 
he was receiving USDA commodities when he joined. New applicants who are not 
receiving USDA Commodities, food stamps, or public assistance at the time they joined 
VISTA shall have these volunteer payments included as earned income. 

 
D. Income derived from certain submarginal land of the United States which is held in trust 

for certain Indian tribes (P.L. 94-114, Sec. 6). 
 
E. Payments received by certain Indian tribal members under P.L. 94-540 regarding the Gram 

River Band of Ottawa Indians. 
 
F. Payments received by a student from Title IV programs that is spent specifically for 

educational purposes (P.L.99-498). 
 
G. Up to $2,000 per year of income received by individual Indians that is derived from 

interests in trust or restricted lands. 
 
H. Payments made as a result of an emergency or major disaster in accordance with Section 

312(d) of the Disaster Relief Act of 1974, as amended by the Disaster Relief and 
Emergency Assistance Amendments of 1988 (P.L. 100-707). 

 
I. Allowances, earnings and payments received by individuals participating in programs under 

the Job Training Partnership Act are excluded as income for the Food Distribution Program 
on Indian Reservations. 

 
J. Funds received by eligible individuals from projects carried out under the Senior 

Community Service Employment Program. 
 
K.  Payments received by individuals participating in Americorps (P.L. 101-610). 
 
The source and amount of the payments received under any of the authorities identified above 
must be verified before they are excluded. 
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4544 Tuition and Mandatory Fees Paid From Educational Loans, Grants, Benefits, 

Scholarships 
 
The portion of an educational loan (on which payment is deferred) grants, scholarships, 
fellowships, veterans' educational benefits, etc., used to pay tuition and mandatory fees is 
excluded from income. The portion used to pay items not considered to be mandatory, (e.g., 
room and board, dependent care, and the like) is counted as income. Tuition and mandatory 
fees paid from summer earnings, resources, or any other source other than grants, loans on 
which repayments is deferred, etc. are not disregarded. Mandatory fees are those charged to all 
students or are charged to all students within a certain curriculum. For example, uniforms, lab 
fees, or equipment charged to all students in order to enroll in a chemistry course would be 
excluded. However, transportation, supplies, and text book expenses are not uniformly charged 
to all students and, therefore, would not be excluded as mandatory fees. (See paragraph 4710, 
below). 
 
4545  Loans 
 
All loans, including loans from private individuals as well as commercial institutions, other 
than educational loans on which repayment is deferred. 
 
4546  Reimbursement for Expenses 
 
Reimbursements for past or future expenses, are disregarded to the extent they do not exceed 
actual expenses. For example, reimbursements or fiat allowances for job training related 
expenses such as travel per diem, uniforms, and transportation to and from the job or training 
site are excluded as income. 
 
4547  Third Party Payments 
 
Monies received and used for care and maintenance of a third party beneficiary who is not a 
member of the household. 
 
4548  Earnings of Children 
 
The earned income of children who are members of the household, who are students at least 
half time, and who are not yet eighteen. Their income is excluded even during temporary 
interruptions in school attendance due to semester or vacation breaks, provided the child's 
enrollment will resume following the break. Individuals are considered children for this 
exclusion if they are under the parental control of another household member. 
 
4549 Miscellaneous Exclusions 
 
A. Irregular Income.   Any income in the certification period which is received too 

infrequently or irregularly to be reasonably anticipated, but not in excess of $30 in a 
quarter. 

 
B. Costs of Self-Employment.  The cost of producing self-employment income. See 

subparagraphs 4723 and 4724, below, for the procedures on computing the cost of 
producing self-employment income. 
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C. Recoupments.  Monies withheld from an assistance payment, earned income, or other 

income source which are voluntarily or involuntarily returned to repay a prior overpayment 
received from that income source. 

 
D. Nonrecurring Lump-Sum Payments.  Money received in the form of a nonrecurring lump-

sum payment, including, but not limited to, income tax refunds, rebates, or credits; 
retroactive lump-sum social security, SSI, PA, railroad retirement pension or other 
payment; retroactive lump-sum insurance settlements; or refunds of security deposits on 
rental property or utilities. These payments shall be counted as resources in the month they 
are received, unless specifically excluded by Federal law. (See paragraph 4410, above.) 

 
E. Land-Lease or Treaty Income.  If annual payments are distributed to tribal members, such 

payments shall be considered nonrecurring lump-sum payments. If received more 
frequently than annually, the payments shall be counted as income. 

 
F. Title IV-D Payments.   Child support payments received by TANF recipients which must be 

transferred to the agency administering Title IV-D of the Social Security Act of 1935, as 
amended, to maintain TANF eligibility. 

 
4550  DEDUCTIONS FROM INCOME 
 
A deduction is allowed only in the month the expense is billed or otherwise becomes due 
regardless of when a household intends to pay it. Deductions are allowed only for the 
following. 
 
4551  Earned Income Deduction 
Twenty percent of gross earned income. No additional deductions (i.e. taxes, pensions, union 
dues and the like) except for costs of self-employment, are allowed from earned income. 
Excluded earned income is not subject to this deduction although the earned income of a 
household member disqualified from the Food Stamp Program does receive this deduction. 
(See paragraph 4540, above.) 
 
4552  Dependent Care 
 
Payments for actual costs for the care of a child or other dependent when necessary for a 
household member to accept or continue employment or to attend training or pursue education 
which is preparatory to employment. This deduction shall not exceed the maximum allowable 
deduction for dependent care costs allowable under the Food Stamp Program in the forty-eight 
States and the District of Columbia. The allowable dependent care cost per dependent is 
provided in Exhibit M to the Handbook and will be updated annually. 
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SECTION 6 - DETERMINING HOUSEHOLD INCOME 

 
4600  GENERAL STANDARDS FOR DETERMINING INCOME 
 
For the purpose of determining the household's eligibility for the Food Distribution Program 
the State or local agency shall take into account the income already received by the household 
during the certification period and any anticipated income the household and the State or local 
agency are reasonably certain will be received during the remainder of the certification period. 
 
If the amount of or the timing of income that will be received is uncertain, the State or local 
agency shall not count that portion of the household's income that is uncertain. For example, a 
household anticipating income from a new source, such as a new job or recently applied for PA 
benefits, may be uncertain as to the timing and amount of the initial payment. These monies 
shall not be anticipated by the State or local agency unless there is reasonable certainty 
concerning the month in which the payment will be received and the amount. If the exact 
amount of the income is not known, that portion of it that is anticipated with reasonable 
certainty is considered income. In cases where the receipt is reasonably certain, but the 
monthly amount may fluctuate, the household may elect to average the income as described in 
subparagraph 4622, below. 
 
4610  INCOME IN PAST 30 DAYS 
 
Income received during the past 30 days shall be used as an indicator of the income that is 
available to the household during the certification period. However, the State or local agency 
shall not use past income as an indicator of income anticipated for the certification period if 
changes in income have occurred or can be anticipated. In cases where the receipt of income is 
reasonably certain but the monthly amount may fluctuate and the household's income is close 
to the income eligibility limit, the State Agency may elect to average income provided that 
such averaging does not disadvantage the household. Such averaging shall be based on income 
that is anticipated to be available to the household during the certification period. 
 
4611  Seasonal Income 
 
If the household's income fluctuates seasonally, it may be appropriate to use the most recent 
season comparable to the certification period, rather than the last 30 days, as one indicator of 
anticipated income. The State or local agency shall exercise particular caution in using income 
from a past season as an indicator of income for the certification period. In many cases of 
seasonally fluctuating income, the income also fluctuates from one season in one year to the 
same season in the next year. However, in no event shall the State Agency automatically 
attribute to the household the amounts of any past income. 
 
4612  Anticipated Income for Month Received 
 
Income anticipated during the certification period shall be counted as income only in the month 
it is expected to be received, unless the income is averaged. Nonrecurring lump-sum payments 
are counted as a resource starting in the month received and not counted as income. 
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4613  Cases of Steady Employment 
 
In cases where the head of the household is steadily employed, income from the previous 
month is usually a good indicator of the amount of income that can be anticipated in the month 
of application and subsequent months. If information supplied by the household or a collateral 
contact indicates that future income will differ from the previous month's income, the State or 
local agency will use such information to make a reasonable estimate of anticipated income. 
The method used to determine income shall be fully documented in the casefile. 
 
4614  Hourly and Piece-Work Wages 
 
When income is received on an hourly wage or piece-work basis, weekly income may fluctuate 
if the wage earner works less than eight hours some days or is required to work overtime on 
others. In this case the State or local agency should consult with the household to determine 
the "normal" amount of income expected as a result of one-week's work and if this is 
reasonably certain to be available during the certification period. This amount should be used 
to determine monthly income. 
 
4615  Withheld Wages 
 
Wages held by the employer at the request of the employee shall be considered income to the 
household in the month the wages would otherwise have been paid by the employer. 
However, wages held by the employer as a general practice, even if in violation of law, are not 
counted as income to the household, unless the household anticipates that it will receive an 
advance or income from wages that were previously held by the employer. 
 
4616  Self-Employment Income 
 
Monies received from self-employment enterprise less the allowable costs of doing business 
are to be considered when determining eligibility for the Food Distribution Program. 
Procedures for establishing countable self-employment earnings are discussed in more detail in 
paragraphs 4720 through 4727, below. 
 
4620  ASSIGNING INCOME FOR THE CERTIFICATION PERIOD 
 
The following subparagraphs describe the rules and procedures to be used for assigning 
monthly income levels. 
 
4621  Actual Versus Converted Income 
 
The State or local agency shall choose from among the following options to determine monthly 
income when a full month's income is anticipated and income is received on a weekly or 
biweekly basis: 
 
A. Convert the income to a monthly amount by multiplying weekly amounts by 4.3 and 

biweekly amounts by 2.15; 
 
B. Convert the income to a monthly amount by multiplying weekly and biweekly amounts by 

the State Agency's conversion standard; or 
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C. Use the exact figure if it can be anticipated for each month of the certification period 

4622  Averaging Income – Optional 
 
In cases where the receipt of income is reasonably certain but the amount may fluctuate, and 
the household's income is close to the income eligibility limit the State Agency may elect to 
average income provided that such averaging does not disadvantage the household. Such 
averaging shall be based on income that is anticipated to be available to the household during 
the certification period. 
 
4623  Averaging Income -- Mandatory 
 
A. Contract or Self-Employment Annual Income.  Contract employees or households whose 

self-employment income represents the household's annual support including the net profit 
from the sale of any capital goods or equipment related to the business shall be annualized 
over a 12-month period. These households may include school employees, share croppers, 
farmers, and other self-employed households. The procedures for averaging self-employed 
income are described in subparagraph 4725, below. 

 
B. Non-Annual, Contract, or Self-Employment Income.  Households whose contract or self-

employment income represents only a part of the household's annual support, shall have 
their income averaged over the period of time it is intended to cover. For example, self-
employed vendors who work only in the summer and supplement their income from other 
sources during the balance of the year, shall have their self-employment income averaged 
over the summer months rather than a 12-month period. 

 
C. Educational Grants, Etc.  Households receiving scholarships, deferred education loans, or 

other educational grants shall have such income, after exclusions, averaged over the period 
for which it was provided. A detailed discussion of student households is covered in 
paragraph 4710, below. 

 
4630 DETERMINING DEDUCTIONS 
 
4631 Limitations on Allowable Deductions 
 
Certain costs of dependent care (not to exceed the maximum allowable deduction for dependent 
care costs allowable under the Food Stamp Program in the 48 States and the District of 
Columbia) and the cost of doing business for the self-employed are income exclusions, and are 
to be handled in accordance with subparagraphs 4711 (student households) and 4723 (self-
employed households), below. 
 
4632  Billed Expenses Deducted in Month Due 
 
A deduction for dependent care is allowed in the month the expense is billed or otherwise 
becomes due, regardless of when the household intends to pay the expense. Amounts carried 
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forward from past billing periods are not deductible even if included with the most recent 
billing and actually paid by the household. In any event, a particular expense may only be 
deducted once. 
 
4633  Actual/Converted Expenses 
 
If the household is billed more frequently than monthly for expenses, the certification worker 
shall use the conversion procedure mandated by the State Agency in subparagraph 4621, above. 
 
4634  Types of Expenses Not Allowed as Deductions 
 
An expense covered by excluded reimbursements or vendor payments shall not be deductible. 
Furthermore, expenses are only deductible if the service is provided by a non-household 
member and the household makes a money payment for the service. For example, a dependent 
care deduction is not allowed if another household member provides the care, or compensation 
for the care is provided in the form of an in-kind benefit such as food. 
 
4640  CALCULATION OF NET MONTHLY INCOME 
 
The following four steps lead to the determination of a household's net food distribution 
monthly income. (See paragraphs 4710 and 4720, below, for more details on determining gross 
monthly income for households with student income or self-employment income.) 
 
A. Total Gross Earned Income.  Add the gross monthly income earned by all household 

members including monthly gross self-employment income, less the cost of doing business 
but not including the 20 percent earned income deduction, to determine the household's 
total gross earned income. 

 
B. Net Monthly Earned Income.  Multiply the total gross earned income by 20 percent and 

subtract that amount from the total gross earned income to determine the net monthly 
earned income. 

 
C. Unearned Income.  Add to net monthly earned income the total monthly unearned income 

of all household members, minus income exclusions. 
 
D. Dependent Care Deduction.  Subtract allowable monthly dependent care expenses, if any. 
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SECTION 7 - DETERMINING INCOME OF SPECIAL HOUSEHOLDS 

 
4700  GENERAL STANDARDS 
 
This section discusses determining the eligibility of households with difficult determinations 
and/or for which there are special policies or procedures including students and self-employed. 
 
4710  HOUSEHOLDS WITH A STUDENT(S) 
 
Students have unusual sources of income. Income peculiar to student households includes 
scholarships, fellowships, educational grants, deferred payment loans, veteran's educational 
benefits, cash gifts or awards for educational expenses, and cash from parents. Such sources of 
income result in an uneven cash flow. The payments are usually received in one payment but 
are intended to cover a specific period of time--a semester, school year, etc. Likewise, the 
major expenses of education--tuition and mandatory fees--are also paid at one time, again 
emphasizing the uneven cash flow. Students under 18 years of age are granted an exemption 
for any income earned through employment or self-employment, except those no longer under 
parental control of another household member. (See subparagraph 4544, above.) 
 
4711  Determining Monthly Income - Students 
 
The income and resource definitions and limits, other income exclusions, and the appropriate 
deductions apply to students. The following method is used to determine the income of a 
student for Food Distribution eligibility: 
 
A. Total all educational loans on which repayment is deferred, grants (including those issued 

under Title IV of the Higher Education Act), scholarships, fellowships, veterans' 
educational benefits, Work Study earnings, and the like. 

 
B. Exclude (subtract) from the above total that portion of grants, scholarships, etc. used 

specifically for tuition and mandatory school fees. Only that portion of deferred payment 
educational loans, scholarships and the like used for such payments are excluded. No 
separate deduction for educational expenses is allowed. Do not exclude any payments for 
tuition or mandatory fees paid from other income such as earnings or TANF, or paid from 
resources. 

 
C. Exclude (subtract) reimbursements, from a source outside the household, to students for 

specific education expenses, such as travel or books. Portions of a general grant or 
scholarship that have been specifically earmarked for education expenses rather than for 
living expenses are also excludable as a reimbursement. 

 
D.  Include allowances for living expenses. 
 
4712  Averaging the Income After Exclusions 
 
For households receiving scholarships, deferred educational loans, other educational grants or 
reimbursements, the income (after exclusions) should be averaged over the period the loans or 
grants are provided. 
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4713  Determining Eligibility and Benefits 
 
Determine eligibility in accordance with paragraph 4100, above. 
 
4720   HOUSEHOLDS WITH INCOME FROM SELF-EMPLOYMENT 
 
The certification areas affected by self-employment are: 
 
A. Annualization of self-employment income--Self-employment income must be annualized if 

it represents a household's annual support, even if received in less than 12 months; 
 
B. Income received under the Federal Housing Administration's "Family Living Plan" is 

considered unearned income and must be included in the calculation; and 
 
C. Deductions for the costs of doing business--These deductions are allowed for all self-

employment income. The income does not have to represent all the household's annual 
support. 

 
4721  Income From Rental Property 
 
Income derived from rental property is considered earned income for the 20 percent earned 
income deduction. The cost of doing business, such as advertising fees, repair, etc., shall be 
deducted from the rental income. 
 
4722  Income From Capital Gains 
 
The term "capital gains" refers to the profit from the sale or transfer of capital assets used in a 
self-employment enterprise or securities, real estate, or other real property held as an 
investment for a set period of time. For Food Distribution purposes only the net profit from the 
sale or transfer will be considered as income. When the proceeds from the sale of farm 
products are reinvested in the farm, they are considered a cost of doing business. If the 
proceeds were used to buy food for livestock, it would be an allowable business expense. If 
sale proceeds were used to purchase land or make payments on the mortgage principal, they 
would not be an allowable cost. Therefore, not all reinvested proceeds are necessarily an 
allowable business expense. Net income is to be determined by subtracting any allowable costs 
related to that sale or transfer. 
 
4723  Costs of Producing Self-Employment Income -- Allowable Exclusions 
 
Allowable costs of producing self-employment income include, but are not limited to, the 
identifiable costs of labor, stock, raw material, seed and fertilizer, interest paid to purchase 
income producing property, insurance premiums, and taxes paid on income producing property. 
When the proceeds from the sale of farm products are reinvested in the farm, they are 
considered costs of doing business expense. While the proceeds from the sale must be counted 
as income, once those proceeds are reinvested, they are deducted in the calculation of net 
income. If a household can document that costs on that portion of a home used in self-
employment enterprise are separate and identifiable, these costs (except for payments on the 
mortgage principal) may be excluded as cost of doing business. 
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4724  Costs of Producing Self-Employment Income - Unallowable Exclusions 
 
The following items are not considered as a cost of producing self-employment income: 
 
A. Payments on the principal of the purchase price of income producing real estate and capital 

assets, equipment, machinery and other durable goods; 
 
B.  Net losses from previous periods; 
 
C.  Depreciation; and 
 
D. Federal, State and local income taxes, money set aside for retirement purposes, and other 

work-related expenses, such as transportation to and from work. These expenses are 
accounted for by the 20 percent earned income deduction. 

 
4725  Situations for Averaging Self-Employment Income 
 
A. When Income Is for a Year.  Self-employment income which represents a household's 

annual support shall be annualized over a 12-month period, even if the income is received 
in only a short period of time. For example, self-employment income received by farmers 
shall be averaged over a 12-month period if the income is intended to support the farmer on 
an annual basis. This self-employment income shall be annualized even if the household 
receives income from other sources in addition to self-employment. 

 
B. When Self-Employment Income Is Received Monthly.  Self-employment income which is 

received on a monthly basis but which represents a household's annual support shall 
normally be averaged over a 12-month period. If, however, the averaged amount does not 
accurately reflect the household's actual circumstances because the household has 
experienced a substantial increase or decrease in business, the State or local agency shall 
calculate the self-employment income based on anticipated earnings. 

 
C. When Self-Employment Income Is Only Part of Total Income.  Self-employment income 

which is intended to meet the household's needs for only part of the year shall be averaged 
over the period of time the income is intended to cover. For example, self-employed 
vendors who work only in the summer and supplement their income from other sources 
during the balance of the year shall have their self-employment income averaged over the 
summer months rather than a 12-month period. 

 
D. Cases of New Business.  If a households' self-employment enterprise has been in existence 

for less than a year, the income from that self-employment enterprise shall be averaged 
over the period of time the business has been in operation and the monthly amount 
projected for the coming year. However, if the business has been in operation for such a 
short time that there is insufficient information to make a reasonable projection, the 
household may be certified for less than a year until the business has been in operation long 
enough to base a longer projection. 
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4726  Determining Monthly Income - Self-Employment Households 
 
A. When Averaged.  For the period of time over which self-employment income is determined, 

the State or local agency shall add all gross self-employment income (including capital 
gains), exclude the cost of producing the self-employment income, and divide the self-
employment income by the number of months over which the income will be averaged. 

 
B. When Anticipated.  For those households whose self-employment income is not averaged 

but instead calculated on an anticipated basis, the State or local agency shall add any 
capital gains the household anticipates it will receive in the next 12 months, starting with 
the date the application is fried, and divide this amount by 12. This amount shall be used in 
successive certification periods, if less than a yearly certification is assigned, except that a 
new average monthly amount shall be calculated for the next 12-month period if the 
anticipated amount of capital gains changes. The State or local agency shall then add the 
anticipated monthly amount of capital gains to the anticipated monthly self-employment 
income. The cost of producing the self-employment income shall be calculated by 
anticipating the monthly allowable costs of producing the self-employment income. 

 
4727  Net Monthly Income - Self-Employment Households 
 
The following steps should be followed in determining the monthly food distribution income 
for households with income from self-employment enterprises: 
 
A. Total Gross Earned Income.  Add the monthly net self-employment income to any other 

earned income received by the household. 
 
B. Net Monthly Earned Income.  Multiply the total gross earned income by 20 percent and 

subtract that amount from the total gross earned income to determine net monthly earned 
income. 

 
C. Unearned Income.  Add to net monthly earned income the total monthly unearned income 

of all household members, minus income exclusions. 
 
D. Dependent Care Deduction.  Subtract allowable monthly dependent care expenses, if any. 
 
The total net monthly income shall then be compared to the income eligibility standard for the 
appropriate household size to determine the household's eligibility. 
 
4730  HOUSEHOLDS WITH DISQUALIFIED MEMBERS 
 
Individual household members may be disqualified for intentional program violation in the 
Food Stamp Program or for other reasons. (See subparagraph 3413, above.) During the period 
of time a household member is disqualified, the following procedures shall be used to 
determine the eligibility of any remaining household members for participation in the Food 
Distribution Program. 
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4731  Applying Financial Eligibility Standards 
 
A. Resources.   If not otherwise excludable, the resources of the disqualified member shall 

continue to count in their entirety to the remaining household members. If a disqualified 
member acquires additional resources during the disqualification period, these are also 
considered available to the remaining household members. 

 
B. Income.  A pro rata share of the income of the disqualified member shall be counted as 

income to the remaining members. This pro rata share is calculated by first subtracting the 
20 percent earned income deduction from the disqualified member's earned income and 
dividing the total income evenly among the household members, including the disqualified 
member. All but the disqualified member's share is counted as income to the remaining 
household members. 

 
4740 HOUSEHOLDS WITH NONHOUSEHOLD MEMBERS - SSI 
 
For those nonhousehold members, i.e., SSI recipients in cash-out States, the income and 
resources of the nonhousehold member shall not be considered available to the household. 
Cash payments from the nonhousehold member to the household are considered income unless 
the nonhousehold member is making vendor payments. Vendor payments are excluded as 
income. If the household shares deductible expenses with the nonhousehold member, only the 
amount actually paid or contributed by the household shall be deducted as a household 
expense. If the payments or contributions cannot be differentiated, the expenses shall be 
prorated evenly among persons actually paying or contributing to the expense and only the 
household's pro rata share is deducted. 
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CHAPTER V 

CERTIFICATION PROCEDURES 
 

SECTION 1 - ACTIONS RESULTING FROM ELIGIBILITY DETERMINATIONS 
 
5100 ACTION ON ELIGIBLE HOUSEHOLDS 
 
When a household has met both the nonfinancial and financial Food Distribution eligibility 
requirements, the State or local agency shall issue the household its USDA Commodities 
within the appropriate processing time standard. The household's monthly level of USDA 
Commodities shall be based on the household's size and shall be adjusted at any time the size 
changes. 
 
5101  Certification Pending Verification 
 
If the State or local agency cannot determine a household's eligibility within seven working 
days of the date the application was filed due to a lack of verification, the State or local agency 
shall authorize the distribution of USDA foods to the household for one month pending 
verification. The information on the application must be complete and indicate that the 
household will probably be eligible. No further distribution of USDA Commodities shall be 
made without completing required verification. 
 
5110  ESTABLISHING CERTIFICATION PERIODS 
 
Definite periods of time are established within which households are eligible to receive USDA 
Commodities. At the expiration of each certification period, entitlement to food distribution 
ends. Further eligibility is established only upon a recertification based upon a newly 
completed application, an interview, and such verification as required in subparagraph 3508, 
above. However, benefits shall be continued beyond the end of the certification period if a 
household has requested a fair hearing of an adverse action. 
 
5111  Conformance With Calendar Months 
 
Certification periods shall conform to calendar months. At initial application, the first month in 
the certification period is the month in which eligibility is determined. For example, if a 
household files an application late in January and the household is determined eligible on the 
fifth working day of February, a six month certification would include February through July. 
Upon recertification the certification period will begin with the month following the last month 
of the previous certification period. For example, if the household cited above is recertified in 
July for a three month certification period, the new period of eligibility would include August 
through October. 
 
5112  Length of Certification Periods 
 
Households shall be assigned a certification period for as long as the household circumstances 
are expected to remain stable so that the household should continue to meet the program's 
eligibility standards. Certification periods may vary between one and twelve months 
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depending on the household's stability of membership, income, and resources; however, in no 
event shall a certification period exceed one year. For those self-employed households that 
receive their annual income in a short period of time, the State or local agency is encouraged to 
assign a certification period that will bring the household into the annual cycle. For example, 
the State or local agency may provide for a recertification at the time the household normally 
receives all or a majority of its annual income or may prefer to have the annual cycle coincide 
with the filing of the household's income tax. If it is anticipated that the household's income 
will fluctuate significantly, a shorter certification period should be assigned. 
 
5120 OBTAINING USDA COMMODITIES 
 
5121 Requirements for Identification 
 
The State or local agency may distribute USDA Commodities to only those household members 
or authorized representatives presenting an Identification Card (ID) or appropriate 
identification so long as the State Agency is satisfied with the identification of the member 
obtaining USDA Commodities. (See paragraph 8140, below.) 
 
5122  Frequency of Issuance 
 
State Agencies that choose to issue ID cards shall limit the issuance of ID cards to the time of 
initial certification, with replacements made only in the instances of loss, mutilation, 
destruction or changes in persons authorized to obtain USDA Commodities for the household. 
 
5130  PROVIDING NOTICES OF ELIGIBILITY 
 
Every applicant household found eligible for food distribution shall be provided with a written 
notice of eligibility as soon as a determination is made but no later than seven working days 
after the date of the initial application. 
 
5131  Contents of Notice--Required Information 
 
The notice shall inform the household of the level of benefits it will receive and the beginning 
and ending dates of the certification period. The notice should also advise the household of its 
right to a fair hearing, the telephone number of the food distribution office, and, if possible, 
the name of the person to contact for additional information. If there is an individual or 
organization available that provides free legal representation, the notice should advise the 
household of the availability of the services. The State Agency should also include a reminder 
of the household's obligation to report changes in circumstances and of the need to reapply for 
continued participation at the end of the certification period. 
 
5132 Notices for Expedited Cases 
 
In cases where a household's application is approved on an expedited basis without 
verification, the notice shall explain that the verification must be completed prior to any 
subsequent distribution of commodities. 
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5140  CHANGES DURING THE CERTIFICATION PERIOD 
 
When changes occur within the certification period which affect a household's eligibility or 
level of benefits, action must be taken to adjust the household's eligibility. 
 
5141  Reporting Requirements 
 
Certified households are required to report the following changes within ten days of the date 
the change becomes known to the household. 
 
A.  Changes in income which would effect program eligibility. 
 
B.  All changes in household composition, such as the addition or loss of a household member. 
 
C. When cash on hand, stocks, bonds, and money in a bank account or savings institution 

reach or exceed a total of $1,750 OR $3,000 for all households with two or more members 
if at least one member is 60 years or older. 

 
The State or local agency shall not impose any additional reporting requirements other than 
those stated above. 
 
5142  Reporting Requirements for PA or GA Households 
 
When the application for a PA or GA (if approved by FNS) are jointly processed with the Food 
Distribution application, PA or GA households have the same requirements to report changes 
as any other Food Distribution household. A Food Distribution change report form may be used 
for this purpose unless a similar PA or GA form is used. PA or GA households which report 
changes in circumstances to the PA or GA worker shall be considered as having reported the 
changes for Food Distribution purposes. 
 
5143  How Changes Are Reported 
 
The State Agency may provide households with a report form for reporting the changes 
covered in subparagraph 5141, above. Changes reported over the telephone or in person by the 
household shall be acted on in the same manner as those reported on the change report form. 
 
A change report form may be provided to newly certified households at the time of 
certification, at recertification if the household needs a new form or sent to the household 
whenever a change report form is returned by the household. A change report may be provided 
to households more often at the State or local agency's discretion. 
 
5150 STATE AND/OR LOCAL AGENCY RESPONSIBILITIES - HOUSEHOLD 

CHANGES 
 
The State or local agency shall take prompt action on all changes to determine if the change 
affects the household's eligibility and benefit level. Even if there is no change in eligibility, 
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the State or local agency shall document the reported change in circumstance in the case file. 
The household shall be notified of the effect of any change on its benefits. The State or local 
agency shall also document the date a change is reported, which shall be the date the State or 
local agency receives a report form or is advised of the change over the telephone or by a 
personal visit. 
 
5151  Increase in Benefits 
 
For changes which result in an increase in a household's USDA Commodities, the State or local 
agency shall make the change effective not later than the month following the date the change 
was reported. At its option, the State or local agency may make the change effective earlier. 
 
5152  Decrease in Benefits 
 
If the household's level of USDA Commodities decreases or the household becomes ineligible 
as a result of the change, the State or local agency shall issue a notice of adverse action within 
ten days of the date the change was reported. The decrease in the benefit level shall be made 
effective not later than the month following the month in which the notice of adverse action 
period expires, provided a fair hearing and continuation of benefits has not been requested. See 
paragraphs 5160 and 5161, below, for additional information on time requirements for the 
notice of adverse action. 
 
5153  Failure To Report Changes 
 
If the State or local agency discovers that the household failed to report a change and, as a 
result, received USDA Commodities to which it was not entitled, the State or local agency 
shall file a claim against the household. If the discovery is made within the certification 
period, the household is entitled to a notice of adverse action if its USDA Commodities are 
reduced or terminated. A household shall not be held liable for a claim because of a change in 
household circumstances which it is not required to report. 
 
5160  NOTICE OF ADVERSE ACTION 
 
Prior to any action to reduce or terminate a household's USDA foods within the certification 
period, the State or local agency shall provide the household timely and adequate advance 
notice before the adverse action is taken. The procedures for continuing benefits pending a fair 
hearing requested during the advance notice period are discussed in paragraph 5560, below. 
 
5161 Timing of Notice 
 
The advance notice period shall be considered timely if the advance notice period includes at 
least ten and no more than twenty days from the date the notice is mailed to the date upon 
which the action becomes effective. Also, if the adverse notice period ends on a weekend or 
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holiday, and a request for a fair hearing and continuation of benefits is received the day after 
the weekend or holiday, the State or local agency shall consider the request. 
 
5162 Timing of Notice for Joint PA or GA and Food Distribution Processing 
 
The notice of adverse action shall be considered timely if the advance notice period conforms 
to that period of time defined by the State Agency as an adequate notice period for its PA 
caseload, provided that the period includes at least ten days from the date the notice is mailed 
to the date upon which the action takes effect. For example, if a notice is mailed October 10, 
the effective date would be October 20, at the earliest. 
 
5163  Contents of the Notice of Adverse Action 
 
The notice of adverse action shall be considered adequate if it explains in easily 
understandable language: (1) the reason for the proposed action; (2) the household's right to 
request a fair hearing; (3) when the proposed action will take effect; and (4) the telephone 
number and name and address of the person to contact for additional information and the 
availability of continued benefits. 
 
If there is an individual or organization available that provides free legal representation, the 
notice shall also advise the household of the availability of the service. 
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SECTION 2 - ACTIONS RESULTING FROM DETERMINATIONS OF 

INELIGIBILITY 
 

 
5200  ACTION ON INELIGIBLE HOUSEHOLDS 
 
When the State or local agency makes a determination that a household is ineligible for Food 
Distribution benefits based on financial and/or nonfinancial criteria, a Notice of Denial shall 
be sent to the household. 
 
5210 NOTICE OF DENIAL 
 
Each household denied eligibility shall be provided a written notice of denial explaining: 
 
A.  The basis for the denial; 
 
B.  The household's right to request a fair hearing; 
 
C. The telephone number of the Food Distribution office and the name and address of the 

person to contact for additional information; and 
 
D. If there is an individual or organization available that provides free legal representation, 

the notice shall also advise the household of the availability of the service. 
 
5211 Time Limit for Providing Notice 
 
Households that are found to be ineligible shall be sent a notice of denial as soon as possible, 
but not later than seven working days excluding weekends and holidays following the date the 
application was filed. 
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SECTION 3 - RECERTIFICATION 

 
 
5300  GENERAL REQUIREMENTS 
 
The State or local agency shall develop a procedure for notifying a household that it must 
reapply to be recertified for participation near to the end of its certification period. 
Households applying for recertification in the last month of the current certification period 
shall be provided an opportunity to obtain USDA Commodities on an uninterrupted basis. The 
State or local agency shall continue distribution of USDA Commodities to a household denied 
for further participation at the time of recertification if the household requests a fair hearing. 
The joint processing requirements for PA or GA households continue to apply for 
recertification procedures. 
 
5310 NOTICE OF EXPIRATION OF CERTIFICATION 
 
The State or local agency may provide each household with a notice of expiration of its 
certification in the last or next-to-last month of the certification period. 
 
5311  Contents of Notice 
 

Each State Agency may use a notice of expiration. The notice of expiration should include the: 

A.  Date the current certification period ends; 
 
B.  Date by which the household must file an application to receive uninterrupted benefits; 
 
C.  Address of the office where the application must be filed; 
 
D. Consequences of failure to comply with the notice of expiration (i.e., loss of right to 

uninterrupted benefits unless the household has good cause); and 
 
E.  Household's right to file the application by mail or through an authorized representative. 
 
The State Agency is encouraged to include an application form with a notice of expiration if 
one is used by the State Agency. 
 
5320 HOUSEHOLD FAILURE TO SUBMIT A TIMELY REAPPLICATION 
 
A household which fails to submit a timely application for recertification shall lose its right to 
uninterrupted benefits. Households which refuse to cooperate in providing information shall be 
denied. Any application not submitted in a timely manner shall be treated as an application for 
initial certification, except that for applications received within thirty days after the 
certification period expires, previously verified income need not be verified if the source has 
not changed and the amount has changed by $50 or less in a quarter. 
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SECTION 4 - CHOICE OF PROGRAMS 

 
 
5400  CHOICE OF PROGRAMS 
 
Households eligible for either the Food Stamp Program or Food Distribution Program on 
Indian Reservations, where both programs are available, may elect to participate in either 
program. A pending disqualification hearing for intentional program violators shall not affect 
the individual's or household's right to be certified and participate in the Food Distribution 
Program. The individual or household may continue to participate in either program until they 
have been officially terminated. 
 
No household on any Indian reservation shall be permitted to participate simultaneously in the 
Food Stamp Program and the Food Distribution Program. However, a household certified in the 
Food Stamp Program must terminate its participation in the Food Stamp Program before 
receiving Food Distribution Program benefits. 
 
5410  ALLOWABLE TIMES FOR CHANGING PROGRAMS 
 
Households may elect to participate in one program and subsequently elect the other at the end 
of the certification period. Households may also elect to switch from one program to the other 
within a certification period, but only by terminating their participation and notifying the State 
or local agency of their intent to switch programs. Households certified in either the Food 
Distribution or Food Stamp Program on the first day of the month can only receive benefits in 
the program for which they are currently certified during the month. 
 
5420 NOTIFICATION TO THE STATE AGENCY 
 
At the point the household elects to change programs the household or its authorized 
representative should notify the State Agency either verbally or in writing of its intent to 
switch programs and file an application for the program in which it wishes to participate. 
 
5430 STATE OR LOCAL AGENCY ACTION AND BENEFIT ENTITLEMENT 
 
Households that have notified the State Agency of their intent to switch programs shall have 
their eligibility terminated for the program in which they are currently participating on the last 
day of the month in which the household notifies the State Agency of their intent to change 
programs. Entitlement in the program for which they are now applying, if all eligibility criteria 
are met, would begin in the month following the month of termination in the previous program. 
For example, if a household participating in the Food Distribution Program in May notified the 
State or local agency of its intent to change programs on May 15th, the household could 
immediately apply for the Food Stamp Program. If eligible for both programs, the household 
would receive USDA Commodities in May and Food Stamps in June. 
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SECTION 5 - FAIR HEARINGS 

 
5500  GENERAL 
 
This section describes the fair hearing process through which households which believe they 
have been aggrieved by some State or local agency action may have the action reviewed by an 
impartial third party. Each State Agency shall provide a fair hearing to any household 
aggrieved by any action of the State or local agency which affects the participation of the 
household in the program. 
 
5510 NOTIFICATION OF RIGHT TO REQUEST HEARING 
 
At the time of application, each household shall be informed in writing of its right to a hearing, 
of the method by which a hearing may be requested, and that its case may be presented by a 
household member or representative, such as a legal counsel, a relative, a friend or other 
spokesperson. In addition, at any time the household expresses to the State Agency that it 
disagrees with a State or local agency action, the household shall be reminded of the right to 
request a fair hearing. If there is an individual or organization available that provides free legal 
representation, the household shall also be informed of the availability of that service. Hearing 
procedures shall be published by the State Agency and made available to any interested party. 
 
5520 REQUEST FOR HEARING 
 
A request for a hearing is a clear expression, oral or written, by the household or its 
representative that it wishes to appeal a decision or present its case to a higher authority. If it 
is unclear from the household's request what action it wishes to appeal, the State Agency may 
request the household to clarify its grievance. The freedom to request a hearing shall not be 
limited or interfered with in any way. 
 
5521  Time Period for Requesting Hearing 
 
A household shall be allowed to request a hearing on any action by the State Agency which 
occurred in the past ninety days. 
 
5530  ACTION ON HEARINGS 
 
The State agency shall process requests and shall implement hearing decisions as provided 
below. 
 
5531  Receipt of Request 
 
Within sixty days of receipt of a request for a fair hearing, the State Agency shall conduct the 
hearing, arrive at a decision, and notify the household and local agency of the decision. 
Decisions which result in an increase or decrease in USDA foods shall be reflected in the next 
scheduled distribution following receipt of the hearing decision. 
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5532 Household Requests for Postponement 
 
The household is entitled to a postponement of the hearing, if it asks for one. The 
postponement shall not exceed 30 days and the time limit for action on the decision may be 
extended for as many days as the hearing is postponed. For example, if a State level hearing is 
postponed by the household for ten days, notification of the hearing decision will be required 
within seventy days from the date of the request for a hearing. 
 
5540 AGENCY CONFERENCE 
 
The State Agency shall offer agency conference to households which ask for immediate 
resolution of a denial of eligibility for food distribution benefits. The State Agency may also 
offer agency conferences to households adversely affected by an agency action. The State 
Agency shall advise households that use of an agency conference is optional and that it shall in 
no way delay or replace the fair hearing process. The agency conference may be attended by 
the eligibility worker responsible for the agency action and shall be attended by an eligibility 
supervisor or the agency director, or both. An agency conference may lead to an informal 
resolution of the dispute. However, a fair hearing must still be held unless the household 
makes a written withdrawal of its request for a hearing. State Agencies should provide a 
notation in the appropriate participant casefile of the date of the conference, a brief statement 
regarding the issue and outcome. 
 
5541  Time Limit for Agency Conference Regarding Expedited Service 
 
An agency conference for households requesting an immediate resolution by a higher authority 
shall be scheduled within four working days unless the household requests that it be scheduled 
later or states that it does not wish to have an agency conference. 
 
5550  STATE AGENCY RESPONSIBILITIES ON HEARING REQUESTS 
 
Upon request, the State Agency shall make available without charge the specific materials 
necessary for a household or its representative to determine whether a hearing should be 
requested or to prepare for a hearing. If the individual making the request speaks a language 
other than English and the State Agency is required to provide bilingual staff or interpreters 
who speak the appropriate language, the State Agency shall ensure that the hearing procedures 
are verbally explained in that language. Upon request, the State Agency shall also help a 
household with its hearing request. If the household makes an oral request for a hearing, the 
State Agency shall complete the procedure necessary to start the hearing process. Households 
shall be advised of any legal service available that can provide representation at the hearing. 
 
5551  Rules of Procedure 
 
The State Agency shall publish clearly written uniform rules of procedure that conform to the 
Regulations and shall make the rules available to any interested party. At a minimum, the 
uniform rules of procedures shall include all time limits for filing requests and appeals, 
advance notification requirements, hearing timeliness standards, and the rights and 
responsibilities of persons requesting a hearing. 
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5552  Denial or Dismissal of Request for Hearing 
 
The State Agency shall not deny or dismiss a request for a hearing unless the: 
 
A.  Request is not received within the time period specified in subparagraph 5521, above; 
 
B.  Request is withdrawn in writing by the household or its representatives; or 
 
C. Household or its representative fails, without good cause, to appear at the scheduled 

hearing. 
 
5560  CONTINUATION OF BENEFITS 
 
If a household asks for a fair hearing and continuation of benefits within a period provided by 
the notice of adverse action the household's participation in the program shall be continued on 
the basis authorized immediately prior to the notice of adverse action unless the household 
specifically waives continuation of benefits. The form for requesting a fair hearing shall 
contain space for the household to indicate whether or not continued benefits are requested. If 
the form does not positively indicate that the household has waived continuation of benefits, 
the State Agency shall assume that the continuation of benefits is desired and that the benefits 
shall be issued accordingly. If the State Agency action is upheld by the hearing decision, a 
claim against the household shall be established for all overissuance of USDA foods. If a 
hearing request is not made within the period provided by the notice of adverse action, benefits 
shall be reduced or terminated as provided in the notice. However, if the household establishes 
that its failure to make the request within the advance notice period was for good cause, the 
State Agency shall reinstate the benefits to the prior basis. When benefits are reduced or 
terminated due to a mass change, participation on the prior basis shall be reinstated only if the 
issue being contested is that food distribution eligibility or benefits were improperly computed 
or that Federal law or regulation is being misapplied or misinterpreted by the State Agency. 
 
5561  Reduction or Termination of Benefits 
 
The State Agency shall promptly inform the household in writing if benefits are reduced or 
terminated pending the hearing decision. Once continued or reinstated, benefits shall not be 
reduced or terminated prior to the receipt of the official hearing decision except as follows: 
 
A. Issue of Federal Law or Regulation.  The hearing official makes a preliminary 

determination, in writing and at the hearing, that the sole issue is one of Federal law or 
regulation and that the household's claim that the State agency misapplied such law or 
regulation is invalid. 

 
B. Subsequent Changes in Circumstances.  A change affecting the household's eligibility or 

level of benefits occurs while the hearing decision is pending and the household fails to 
request a hearing after the subsequent notice of the adverse action. 
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5562  Retroactive Benefits 
 
The Food Distribution Program does not provide retroactive benefits. Issuing retroactive 
benefits could lead to food waste or encourage the sale of commodities for cash. 
 
5563 Notification of the Hearing 
 
The time, date, and place of the hearing shall be arranged so the hearing is accessible to the 
household. At least fifteen days prior to the hearing, advance written notice shall be provided 
to all parties involved to permit adequate preparation of the case. However, the household may 
request less advance notice to expedite the scheduling of the hearing. The notice shall contain 
the following: 
 
A. Name of the Agency Contact Person.  The notice shall contain the name, address, and 

phone number of the person to notify in the event it is not possible for the household to 
attend the scheduled hearing. 

 
B. Possibility of Dismissal for Failure To Appear.  The notice shall advise the household that 

the State Agency will dismiss the hearing request if the household or its representative fails 
to appear for the hearing without good cause. 

 
C. State Hearing Procedures.  The notice shall include the State agency hearing procedures 

and any other information that would provide the household with an understanding of the 
proceedings and would contribute to the effective presentation of the household's case. 

 
D. Right To Examine the Casefile.  The notice shall explain that the household or 

representative may examine the case file prior to the hearing. 
 
5570  THE HEARING OFFICIAL 
 
Hearings shall be conducted by an impartial official(s) who does not have any personal stake 
or involvement in the case, who was not directly involved in the initial determination of the 
action which is being contested, and was not the immediate supervisor of the eligibility worker 
who took the action. 
 
5571  Designation and Qualifications of the Hearing Official 
 
The hearing official shall be any of the following: 
 
A. An employee of the State Agency; 
 
B. An individual under contract with the State Agency; 
 
C. An employee of another public agency designated by the State Agency to conduct hearings; 
 
D. A member or official of a statutory board or other legal entity designated by the State 

Agency to conduct hearings; or 
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E. An executive officer of a State Agency, a panel of officials of the State Agency or a person 

or persons expressly appointed to conduct hearings or to review hearing decisions. 
 
5572  Powers and Duties of the Hearing Official 
 
The hearing official shall have the following powers and duties: 
 
A. Administer Oaths.  The hearing official shall administer oaths of affirmation if required by 

the State. 
 
B. Ensure Consideration of Issues.  The hearing official shall ensure that all relevant issues 

are considered. 
 
C. Record Evidence.  The hearing official shall request, receive and make part of the record 

all evidence determined necessary to decide the issues being raised. 
 
D. Regulate the Conduct of the Hearing.  The official shall regulate the conduct and course of 

the hearing consistent with due process. 
 
E. Render a Hearing Decision.  The hearing official shall provide a hearing record and 

recommendation for final decision by the hearing authority, or if the hearing official is the 
hearing authority, render a decision in the name of the State Agency, in accordance with 
paragraph 5590, below, which will resolve the dispute. 

 
5573  Hearing Authority 
 
The hearing authority shall be the person designated to render the final administrative decision 
in a hearing. The same person may act as both the hearing official and the hearing authority. 
The hearing authority shall be subject to the requirements specified in subparagraph 5571, 
above. 
 
5580  CONDUCT OF THE HEARING 
 
The hearing shall be attended by a representative of the State Agency and of the local agency if 
it initiated the action being contested and by the household or its representative or both. The 
hearing may also be attended by friends and relatives of the household if the household so 
chooses. However, the hearing official shall have the authority to limit the number of persons 
in attendance at the hearing if space is limited. 
 
5581  Household's Rights 
 
The household may not be familiar with the roles of order and it may be necessary to make 
particular efforts to arrive at the facts of the case in a way that makes the household feel most 
at ease. The household or its representatives have the following rights during the hearing 
process: 
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A. Examine Documents.   The household or its representative must be given adequate 

opportunity to examine all documents and records to be used at the hearing at a reasonable 
time before the date of the hearing as well as during the hearing. The contents of the case 
file including the application form and documents of verification used by the State or local 
agency to establish the household's ineligibility or eligibility and level of benefits shall be 
made available. However, confidential information, such as the names of individuals who 
have disclosed information about the household without its knowledge or the nature or 
status of pending criminal prosecutions, shall be protected from release.  If requested by 
the household or its representative the State Agency shall provide a free copy of the 
relevant portions of the case file. Confidential information that is protected from release 
and other documents or records which the household will not otherwise have the 
opportunity to contest or challenge shall not be presented at the hearing or affect the 
hearing official's decision. 

 
B. Present Case.  The household may present the case itself or have it presented by a legal 

counsel or other person. 
 
C. Bring Witnesses.  The household or its representative may bring witnesses to support its 

case m the appeal. 
 
D. Advance Arguments.  The household or its representatives shall be allowed to advance 

arguments without undue interference. 
 
E. Question Evidence.  The household or its representative may question or refute any 

testimony or evidence, and may confront and cross-examine adverse witnesses. 
 
F. Submit Evidence.  The household or its representative may submit evidence to establish all 

pertinent facts and circumstances in the case. 
 
5590 THE HEARING DECISION 
 
Decisions of the hearing authority shall comply with Federal law or regulations and shall be 
based on the hearing record. The verbatim transcript or recording of testimony and exhibits, or 
an official report containing the substance of what transpired at the hearing, together with all 
papers and requests filed in the proceeding, shall constitute the exclusive record for a final 
decision by the hearing authority. This record shall be retained in accordance with the 
regulations. This record shall also be available, for copying and inspection, to the household or 
its representative at any reasonable time. 
 
5591  Effect and Content of the Hearing Decision 
 
A decision by the hearing authority shall be binding on the State Agency and shall summarize 
the facts of the case, specify the reasons for the decision, and identify the supporting evidence 
and the pertinent Federal regulations. The decision shall become a part of the record. 
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5592  Notification of the Hearing Decision 
 
The household and the local agency shall each be notified in writing of the decision; the 
reasons for the decision in accordance with subparagraph 5591, above; the available appeal 
rights; and that the household's benefits will be issued or terminated as decided by the hearing 
authority. The notice shall advise that an appeal request may result in a reversal of the 
decision. 
 
5593  Implementation of Hearing Decisions 
 
The State Agency is responsible for ensuring that all final hearing decisions are reflected in the 
household's next scheduled distribution following receipt of the hearing decision. 
 
5594  Household Appeal Rights 
 
The household has the right to appeal an adverse fair hearing decision. After a State level 
hearing decision which upholds the State Agency action, the household shall be notified of the 
right to pursue judicial review of the decision. 
 
5595  Public Access to State Agency Hearing Records 
 
All State Agency hearing records and decisions shall be available for public inspection and 
copying, subject to the disclosure safeguards provided in paragraph 1330, above, and provided 
identifying names and addresses of household members and other individuals are kept 
confidential. 
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SECTION 6 - STATE AGENCY CLAIMS PROCEDURE AGAINST HOUSEHOLDS 

 
5600  CLAIMS AGAINST HOUSEHOLDS 
 
Each State agency shall establish a claim against any household that has received more USDA 
commodities than it is entitled to receive. Overissuance means the amount by which food 
issued to a household exceeds the amount it was eligible to receive. 
 
5610  INSTANCES REQUIRING A CLAIM DETERMINATION 
 
Instances which may result in a claim include, but are not limited to, the following: 
 
A. Household provided incorrect or incomplete information on the application at the time of 

certification. 
 
B. Household failed to report subsequent income or resource changes, or changes in household 

composition that affected eligibility or benefit levels. 
 
C. Household participated in both the Food Stamp Program and the Food Distribution Program 

at the same time, or participated in the Food Distribution Program in more than one 
location. In instances of dual participation, the last program to certify a household bears 
the responsibility for claims activity against the household when it is determined the 
household has been previously certified for another program. 

 
D. Household was found ineligible for commodities, or eligible for fewer commodities than it 

received while a fair hearing decision was pending. 
 
E. State agency failed to take immediate action on changes reported by households, which 

resulted in overissuances, whereby recipients received more commodities than they were 
entitled to or were ineligible as a result of reported changes. 

 
F. State agency erroneously calculated the household's eligibility during verification of 

certification, and an eligible or ineligible household received commodities to which it was 
not entitled. 

 
G.  Household received an overallotment of commodities for the month(s). 
 
For claim situations involving changes that a household was obligated to report, special 
attention must be given to assure that the time frames for the Notice of Adverse Action have 
been followed when calculating the month(s) the overissuance occurred. (See paragraphs 5160 
and 5163, above.) 
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5620  CRITERIA FOR ESTABLISHING CLAIMS 
 
Any overissuance occurring within the 12-month period before discovery of an error shall be 
included in the claim determination. Any overissuance which occurred prior to 12 months 
before discovery of an error shall be excluded. For example, an error is found in the issuance 
of food to a household on July 11, 1998, and this overissuance started June 1, 1997. The only 
period counted as part of the claim would be from July 11, 1997 to July 11, 1998. 
 
5621  Procedural Errors 
 
A claim shall not be established if an overissuance occurred as a direct result of the following 
error: 
 
A State agency failed to ensure that a household signed the application form, or continued to 
receive commodities after its certification period had expired without benefit of a reapplication 
determination. 
 
5630  CALCULATING THE AMOUNT OF CLAIM 
 
After excluding those months that are more than 12 months prior to the date the overissuance 
was discovered, the State agency shall determine the correct amount of benefits the household 
should have received based on the number of months the household participated while 
receiving the overissuance. The quantity of food items overissued multiplied by the number of 
months the household received them, times the average value of each of the items constitutes 
the claim amount. If this claim amount is less than $35, the claim need not be flied. However 
the claim determination must be documented and placed in the appropriate household file. 
 
5631  Formula of Claims 
 
The calculation of any claim can be accomplished by using the formula below for each 
commodity distributed, and then adding up the individual costs of all the commodities 
overissued to obtain the total value of the commodities. This will result in a total value of the 
claim. All numerical figures to be applied in the calculation should be taken from the USDA 
Commodity File listing. 
 
A. Unit of food item overissued/month x number of months = total number of each unit 

overissued. 
 
B. Total number of each unit x average food value/unit = value of unit overissued. 
 
C. Add all values of units for total claim amount. 
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5632  Example of Claim Collection 
 
If a household received an overallotment of commodities from March 1998 to August 1998, 
consisting of: 
 

• 4 cans of pork with natural juices 
• 2 loaves of process cheese 
• 7 cans of corn 
• 2 jars of peanut butter 

 
To calculate the value of the claim you would: 

 
 

A sample worksheet for calculating the value of the claim is attached as Exhibit M-1, attached. 

5640  COLLECTION ACTION 
 
The State agency shall initiate collection action by sending the household a written letter 
which informs the household of the amount owed; the reason for the claim; information about 
how to pay the claim (e.g., by making payments or lump sum); and the right to request a fair 
hearing. 
 
5641 Method of Collection 
 
Payments in collection of claims shall be made in cash (check) or money order payable to FNS. 
All monies received by the State agency shall be forwarded to the FNS Regional Office. 
Payments shall not be made in returned commodity foods; nor shall households be allowed to 
refuse their current monthly food allotment in payment of the claim amount. 
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5642  Suspension of Collection 
 
At a minimum, the State agency shall send the household one demand letter. The State agency 
may suspend further demand letters if any of the following conditions apply: 
 
A. Household has not misrepresented its household status in order to receive benefits or 

increase benefits (see subparagraph 5662, below); or 
 
B. Household is not able to pay the claim or the entire amount of the claim because the 

household has little or no income or resources; or 
 
C.  Household cannot be located; or 
 
D. Cost of additional collection procedures would likely exceed the amount to be recovered. 

(See paragraph 5630, above.) 
 
Unless one of the above criteria applies, the State agency shall send the household additional 
demand letters in no more than 30-day intervals for a maximum of three letters. Households 
which are to be disqualified shall be sent at least two demand letters before action is taken to 
disqualify the household. 
 
A sample demand letter is attached as Exhibit M-2, attached. 
 
5650  TERMINATING COLLECTION OF A CLAIM 
 
A claim shall be determined uncollectible after it is held in suspense for 3 years. 
 
5651  Change in Household Composition - Claims 
 
The State agency shall initiate collection against the head of the household or against the 
individual who was the head of the household at the time of the claim. If the head of the 
household is no longer living or cannot be located, the State agency shall pursue collection 
against the remaining household members. 
 
5660  DISQUALIFICATION 
 
Households may be disqualified from participation for failure to pay a claim under the 
following circumstances: 
 
A.  Amount of the claim is greater than $100. 
 
B.  Claim is not the result of an administrative error on the part of the State agency. 
 
C. Household has refused to pay the claim or has agreed to pay according to the payment 

schedule but has not actually paid the claim. 
 
A disqualified household may not receive benefits during the period of disqualification. 
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5661 Waiver of Disqualification 
 
The State agency may waive disqualification if in the opinion of the State agency, the 
disqualification would cause undue hardship to the household. Any household whose 
participation will be ended due to an unpaid claim shall be given advance notice (see paragraph 
5160, above) and may request a fair hearing. The State agency may waive the disqualification 
if the household pays the claim at any time during the disqualification period thus canceling 
the disqualification period. 
 
5662 Misrepresentation 
 
Any household that willfully, or with reckless disregard to accuracy misrepresents, or provides 
information which is known to be incorrect regarding household size, income, resources or 
other eligibility factors which result in the household receiving more benefits than it would 
otherwise be entitled to receive, shall be disqualified from participation for a period from 3 
months to 6 months. The period of disqualification shall be determined by the State agency, 
and shall be based on the seriousness of the misrepresentation. Prior to disqualification, the 
household must receive advance notice (see paragraph 5160, above) and may request a fair 
hearing. 
 
5663  FDPIR Fraud 
 
Any household or individual that has been convicted of fraud by a court shall be disqualified 
for 3 to 6 months or for the length of time the court imposes for disqualification which may be 
longer. The State agency need not hold up collection of a claim while an individual or 
household suspected of fraud is investigated or is undergoing court procedures. The State 
agency may, however, postpone collection of a claim if the prosecutors of the case request this. 
A claim owed for overissued commodities shall be established whether or not the court fined or 
penalized the individual or household. If possible, repayment for commodities received 
fraudulently should be considered at the court hearings. 
 
5670 NO REDUCTION IN BENEFITS 
 
State agencies may not recover benefits from households by reducing the amount of 
commodities the household would otherwise receive. Households may be disqualified for 
failure to repay a claim in accordance with paragraph 5660, above. 
 
5680  FNS APPROVAL 
 
Any supplemental procedures for initiation and resolution of claim determinations developed 
by the State agency must be approved by FNS. 
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CHAPTER VI 
ORDERING AND RECEIPT OF USDA COMMODITIES 

 
SECTION 1 - USDA COMMODITY ORDERING PROCEDURES 

 
  
6100  DESIGNATION OF A DESTINATION FOR DELIVERY OF USDA 
  COMMODITIES 
 
The State Agency shall order USDA Commodities on a monthly, bi-monthly, or quarterly basis 
for shipment to a destination(s) designated by the State Agency or Indian Tribal Organization 
with the assistance of the appropriate FNS Regional Office. The destination(s) shall be selected 
prior to ordering any USDA Commodities and shall remain in effect until formally changed or 
deleted by the State Agency. 
 
6101  Selection Criteria 
 
Selection of a destination for USDA Commodity shipments shall be based on the following 
factors: 
 
A.  Adequacy of available storage facilities, including dry, cool and/or freezer capabilities. 
 
B.  Accessibility to local distribution warehouse(s) in the service area. 
 
C.  Minimization of shipping costs to USDA. 
 
D.  Ability to accept rail or truck deliveries. 
 
6102  Notification of Destination Selection 
 
The State Agency shall notify the appropriate FNS Regional Office of its destination 
selection(s) by Form FNS-7, Destination Data for Delivery of Donated Foods (see Exhibit N, 
attached). An "entity" code will be assigned by the USDA Kansas City Farm Service Agency's 
(FSA) Commodity Office to facilitate shipments. The entity code and destination city must be 
entered on all orders which are to be shipped to the specified destination. The State Agency 
shall maintain a current Form FNS-7 file including any changes or deletions of a destination(s) 
subsequent to the filing of the original Form FNS-7. 
 
6110  ESTIMATING USDA COMMODITY NEEDS 
 
The State Agency shall base the kinds and amounts of USDA Commodity orders on the 
following factors: 
 
A.  Participation. 
 

1. Initial start-up participation data shall be obtained by averaging Food Stamp Program 
participation for the three months prior to the month in which the order is placed. 
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2. After the program is operative, participation data shall be obtained by averaging food 
distribution participation for the first two months of the quarter in which the order is 
being placed. 

 
B. Maintenance of a three month supply of available USDA Commodities by food group, 

where feasible. 
 
C. Distribution rates as stated in the Food Distribution Program on Indian Reservations -

Monthly Distribution Guide Rate by Household (see Exhibit O, attached). 
 
D. Household preferences for the various foods offered in the USDA Commodity package. 

Before the initial order of the USDA Commodities is placed with the Department, the State 
Agency shall survey potential households to determine which varieties of USDA 
Commodities they would prefer to receive. To the maximum extent possible, USDA 
Commodity orders shall be placed in accordance with the results of the survey. It is 
important to explain to the potential households that all of their USDA Commodity 
selections may not be distributed because of procurement, shipping, storage, and other 
related problems. 

 
E. After the Food Distribution Program has been implemented, food preferences may be 

obtained by the following methods: 
 

1. During distribution, households may be interviewed by the distribution clerk, or other 
program personnel, to determine which varieties of USDA Commodities they prefer and 
which foods they would like to see distributed in the future. 

 
2. During distribution, a preprinted paper may be given to the households listing the 

varieties of foods that may be available for distribution the following month. The 
preprinted paper should also contain maximum amounts of food authorized by family 
size. Households may fill in the types and amounts of food they would prefer to receive 
at the next distribution. 

 
3. After the program had been in operation for a few months, the refusal and acceptance of 

each USDA Commodity should be analyzed to determine which USDA Commodities 
are the most and least preferred by the household. 

 
F. The amount of inventory in the State Agency's storage for each USDA Commodity item. 
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6120  ORDERING USDA COMMODITIES 
 
6121  Submission of USDA Commodity Pre-Orders 
 
The State Agency/Indian Tribal Organization shall submit quarterly pre-orders of the amounts 
of USDA commodities needed to the appropriate FNS Regional Office prior to the quarter in 
which they will be received. The appropriate FNS Regional Office will inform the State 
Agency/Indian Tribal Organization when the pre-orders are due. 
 
6122  Notice of Allocation 
 
A. Direct Shipment.  A shipment consisting of a full truckload of a single commodity to be 

delivered directly from a vendor or USDA storage to a State Agency/Indian Tribal 
Organization. It is recommended that State Agencies/Indian Tribal Organizations order 
direct shipments when (1) sufficient storage space is available for supplying a full food 
package; and (2) inventories relative to participation do not exceed a three-month supply. 
(See subparagraph 7431, below.) 

 
Upon purchase of a USDA commodity, the appropriate FNS Regional Office shall notify 
the State Agency/Indian Tribal Organization of its allocation. If the State Agency wishes to 
refuse all or part of the allocation, the appropriate FNS Regional Office should be notified 
as soon as possible, preferably 21 days prior to the first day of the scheduled shipping 
period. The State Agency shall provide written notification to the appropriate FNS 
Regional Office stating the reason for the refusal. 

 
B. Multi-Food Shipment.  A shipment consisting of a combination of three or more 

commodities, which together total a truckload. The orders are filled from Federal 
inventory, and consolidated to be shipped as one unit. State Agencies/Indian Tribal 
Organizations should utilize the multi-food ordering option when (1) storage space is 
limited; or (2) when only partial quantities of individual foods are needed. 

 
Upon submission of the multi-food orders to the FSA Kansas City Commodity Office for 
processing, the appropriate FNS Regional Office shall notify the State Agency/Indian Tribal 
Organization of its allocation. If the State Agency wishes to refuse all or part of the allocation, 
the appropriate FNS Regional Office should be notified as soon as possible, preferably 21 days 
prior to the first day of the scheduled shipping period. The State Agency shall provide written 
notification to the appropriate FNS Regional Office stating the reason for the refusal. 
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6130  FOOD REQUISITION 
 
The State Agency shall order each USDA Commodity individually on a Form FNS-52, Food 
Requisition (see Exhibit Q, attached) or FNS-53, Multi-Food Requisition (see Exhibit Q-1, 
attached). 
 
A. Form FNS-52, Food Requisition.  This form is used by the State Distributing 

Agency/Indian Tribal Organization to request USDA commodities individually, and furnish 
shipping instructions to the Department. 

 
B. Form FNS-53, Multi-Food Requisition.  This form is used by the State Distributing 

Agency/Indian Tribal Organization to request multi-food shipments from USDA leased 
storage facilities and to furnish shipping instructions to the Department. 

 
State Agencies may submit electronic versions of Forms FNS-52 and FNS-53. 
 
6140  CANCELLATION OF ORDERS 
 
If the State Agency determines that it has ordered an excessive amount of a USDA Commodity 
that cannot be effectively used in the program, it shall immediately notify the appropriate FNS 
Regional Office by telephone to request cancellation of the order. Immediate notification 
permits the Department to cancel the order before it has been purchased. If the Department had 
already purchased the USDA Commodity, it can divert the product to another State Agency 
that can effectively use the food or it can be placed in storage. Written notification shall be 
submitted to the appropriate FNS Regional Office to cancel food orders. 
 
6150  REDONATIONS 
 
State Agencies shall request redonation of any USDA Commodity in inventory which it cannot 
effectively use in the program. Request for redonations shall be made to the appropriate FNS 
Regional Office. When the State Agency can satisfactorily demonstrate to the appropriate FNS 
Regional Office that the need for the redonation results from no fault or negligence on its part, 
the Department shall assume transportation costs. Prior to any redonation, the State Agency 
shall have the USDA Commodity inspected to determine if the product is fit for human 
consumption. 
 
6151  State Agency Fault or Negligence 
 
When the State Agency does not satisfactorily demonstrate that the need for the redonation did 
not result from fault or negligence on its part, the State Agency shall assume all transportation 
and related costs. 
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6152 At the Department's Request 
 
Whenever a redonation of USDA Commodities is made at the request of FNS, the Department 
shall have the USDA Commodities inspected and pay all transportation and related costs of the 
shipment except where re. donation is necessary to prevent loss through fault or negligence on 
the part of the State. 
 
6160 USDA COMMODITY ORDERING PROCEDURES FOR A LOCAL AGENCY 
 
The State Agency shall provide instructions and forms to the local agency with which to make 
estimates of USDA Commodity needs and with which to order. The shipment periods may vary 
from one to three months depending on the State Agency's warehouse and transportation 
facilities. Therefore, the inventory in storage requirements may vary. For example, if the State 
Agency ships the USDA Commodities on a monthly basis, at least a one and one-half month 
supply per food group should be maintained. If shipments are to be made every three months, a 
three and one-half month supply should be maintained. 
 
Regardless of the system the State Agency has, the local agency shall base USDA Commodity 
estimates and orders on the following factors: 
 
A. Participation data. 
 
B. Inventory in storage. 
 
C. Distribution rates as stated in the Food Distribution Program on Indian Reservations -

Monthly Distribution Guide Rate by Household Size (see Exhibit O). 
 
D. History of local food preferences. 
 
E. Local storage capacity and conditions. 
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SECTION 2 - USDA COMMODITY RECEIPT PROCEDURES 

 
6200  GENERAL 
 
When a USDA Commodity has been shipped by the vendor or transported from USDA storage, 
the Kansas City FSA Commodity Office will provide written notification to the State 
Agency/Indian Tribal Organization via the KC-269A Forwarding Notice for direct shipments 
which will provide the following information: 
 
A. The date of shipment. 
 
B. The mode and identification of transportation. 
 
C. The origin and destination of the shipment. 
 
D. The USDA Commodity and the quantity shipped. 
 
Written notification containing this information for multi-food orders uses the PPCR71, 
Consignee Report. 
 
6210  STATE AGENCY RESPONSIBILITIES 
 
Within 24 hours of the day the USDA commodity arrives at the destination, the carrier shall 
notify the State Agency by telephone or facsimile, and it shall be the State Agency's 
responsibility to assure that the railcar or truck is inspected and unloaded within a reasonable 
time in order to avoid demurrage charges. In addition, if a part of the shipment is intended for 
another destination, it is the State Agency's or consignee's responsibility to assure that the load 
is properly leveled and braced prior to its departure for the next stop. 
 
6211  Shipment Inspection Procedures 
 
The State Agency or consignee shall examine all shipments, prior to accepting or unloading the 
USDA Commodities, to ascertain the following information: 
 
A. If temperatures for refrigerated and frozen products are adequate to assure that the USDA 

Commodities are in good condition. 
 
B. If there is damage to canned goods, such as dented, bulging discolored, or disfigured ,cases 

or cans, which might indicate spoilage or deterioration. 
 
C. If dry USDA Commodities such as nonfat dry milk, flour, and other grain products show 

signs of insect or rodent infestation. 
 
D. If there is a shortage or overage in the shipment. 
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6212 Over, Short, or Damaged Shipments 
 
When a shipment is received and found to be over or short in quantity or damaged in total or in 
part, the State Agency shall notify the delivering carrier immediately by telephone. The State 
Agency shall also prepare Form FNS-57, Report of Shipment Received Over, Short and/or 
Damaged (See Exhibit S, attached), and forward it to the Kansas City FSA Commodity Office. 
The State Agency shall not refuse the shipment without prior approval from the appropriate 
FNS Regional Office. 
 
6213  Receipt of Out-of-Condition Commodities 
 
When a shipment is received in which all or a major part of the USDA Commodity appears to 
be unfit for human consumption, the State Agency shall immediately notify the appropriate 
FNS Regional Office by telephone and request an inspection. Subsequently, it may be 
necessary to refuse the entire carlot or truckload. This action should not be taken without prior 
consent of the appropriate FNS Regional Office. 
 
6214  Notification of Out-of-Condition Shipment of USDA Commodity 
 
When reporting a carlot or truckload of an out-of-condition USDA Commodity, the State 
Agency shall give the following information to the appropriate FNS Regional Office by 
telephone and in writing: 
 
A.  Name of the USDA Commodity. 
 
B.  Delivery order number. 
 
C.  Date the shipment was received. 
 
D. Date of discovery. 
 
E.  Description of the condition of the USDA Commodity. 
 
F.  Location of the USDA Commodity. 
 
G.  Name of the person having custody of the USDA Commodity. 
 
H.  Quantity that is in questionable condition. 
 
I.   Protection given the USDA Commodity after receipt. 
 
6215 Receipt of USDA Commodity With Latent Defects 
 
If the USDA Commodity is found to have a latent defect after it is received, and it is believed 
that the vendor is at fault, the State Agency shall report the loss to the appropriate FNS 
Regional Office by telephone and confirm the report in writing. The report must contain the 
following information: 
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A. Name of the USDA Commodity. 
 
B. Delivery order number. 
 
C. Date the shipment was received. 

D. Date of the discovery of the defective condition.  

E. Condition of the USDA Commodity.  

F. Location of the USDA Commodity. 
 
G. Quantity on hand that is out-of-condition. 
 
H. Protection given the USDA Commodity after receipt. 
 
I. The name and title of the person who determined the USDA Commodity was unfit for 

human consumption. 
 
J.  Any information which might help establish the vendor's liability. 
 
The out-of-condition USDA Commodity shall not be disposed of or destroyed unless it creates 
a hazard for other USDA Commodities stored near it; however, it should be segregated from 
other foods immediately. If immediate disposal is necessary the State Agency shall request 
permission from the appropriate FNS Regional Office by telephone. The quantity of the USDA 
Commodity and the manner in which it was disposed shall be included in the State Agency's 
report to the appropriate FNS Regional Office. 
 
6216  Salvage of USDA Commodities 
 
If some of the USDA Commodities in a damaged shipment are salvageable, it is the State 
Agency's responsibility to save as much of the USDA Commodity as practicable. Out-of-
pocket expenses, such as labor or packaging costs, incurred by the State Agency or by the local 
consignee during a salvage operation are reimbursable by the USDA. 
 
6217  Form KC-269(A), Forwarding Notice, as a Consignee Receipt 
 
The Forwarding Notice provides advance notice of the quantities of donated food ordered for 
shipment by the FSA Kansas City Commodity Office for the order(s) shown. (See Exhibit T, 
attached.) The notice usually includes the mode of transportation. The Consignee Receipt (on 
the reverse side of the of the KC-269A) must be completed by the State Agency/Indian Tribal 
Organization when there is an overage, shortage or damage to the shipment. 
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Two copies for each order shown in the Forwarding Notice will be sent to the State 
Agency/Indian Tribal Organization. The forms will be accompanied by a postage and fees paid 
envelope preaddressed to the FSA Kansas City Commodity Office. When an over short or 
damaged shipment is received, the appropriate section of the Distributing Agency Consignee 
Receipt is to be completed, and a copy returned to the Kansas City commodity Office 
accompanied, when necessary, by the form FNS-57 (Over, Short, and Damaged Report) and 
other supporting documentation. A copy of this form does not need to be provided to the FNS 
Regional Office. 
 
6218  Form PPCR71 - Multi-Food Consignee Receipt 
 
This form eliminates paperwork relative to shipments of mixed donated commodities. It lists 
the names of foods and quantities requested for shipment under the designated consolidation 
number. After receipt of a multi-food shipment, the State Agency/Indian Tribal Organization is 
to sign the form and return it to the Kansas City Commodity Office. Any shipment in which 
there was a shortage, overage, or damage must be reported on Form FNS-57 (Over, Short, and 
Damaged Report). 
 
6220  LOCAL AGENCY RESPONSIBILITIES 
 
The State Agency shall notify the local agency when USDA Commodities are to be delivered 
and in what quantities. The local agency shall be prepared to accept and store the USDA 
Commodities and shall inspect and count them as they are unloaded. The State Agency shall 
provide the local agency with forms for the receipt of the USDA Commodities and for 
reporting any overages, shortages, or damage. 
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CHAPTER VII 

WAREHOUSING AND INVENTORY CONTROL 
 

SECTION 1 - WAREHOUSING OF USDA COMMODITIES 
 
7100  GENERAL 
 
The State Agency shall provide storage space for the USDA Commodities which is of adequate 
size; protected against the elements, infestation, and theft; has temperature controlled areas for 
perishable foods; is accessible to program participants; and can be reached by carriers 
delivering the USDA Commodities. The following subsections give warehousing and storage 
practices that are required to assure proper protection and efficient management of USDA 
Commodities. 
 
7110  STORAGE SPACE 
 
The amount of storage space needed shall be determined by the volume, types of USDA 
Commodities, quantity, packaging and allowable floor loads. The State Agency shall provide 
sufficient floor space to allow air circulation and to permit ease of cleaning, inventory, 
inspection, and handling of foods. 
 
7120  DETERMINATION OF SIZE AND SPACE 
 
The State Agency shall use the following factor to determine the amount of storage space 
required: The minimum amount of storage space needed to store one case or bag of a USDA 
Commodity is 1 1/2 cubic feet. 
 
7130  CHARACTERISTICS OF ACCEPTABLE STORAGE FACILITIES 
 
Storage facilities shall afford protection from the elements and extremes of temperature. In 
addition the warehouse shall be: 
 
A. Tightly constructed. 

 
B. Waterproof. 

 
C. Rodent and insect inspected. 

 
D. Well-ventilated. 

 
E. Insulated (if practical). 

 
F. Structurally sound. 

 
G. Well-lighted. 
 
H. Accessible for both rail and truck deliveries 
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7131  Warehouse Floors 
 
Warehouse floors shall be smooth and level to facilitate operation of the hand and/or 
mechanically powered equipment used to handle and transport USDA Commodities. Floors 
shall be capable of supporting the maximum weight of the heaviest USDA Commodities 
stacked floor to ceiling. The State Agency shall procure the services of a State or local safety 
engineer to determine and certify the load bearing capacity of the floor prior to use of the 
warehouse. 
 
7132  Warehouse Windows and Doors 
 
The State Agency shall provide screens for windows and personnel doors to prevent entry by 
rodents, insects, and birds. In addition, windows shall be shielded adequately to protect the 
USDA Commodities from direct sunlight. Windows and doors shall have strong locking 
devices to prevent theft. 
 
7133 Fire Prevention Equipment 
 
The State Agency shall provide hand or power operated fire extinguishers to meet the 
minimum National Fire Protection Association standards. 
 
7140  TYPES OF STORAGE FACILITIES 
 
The State Agency shall provide three types of storage facilities to assure proper protection of 
USDA Commodities. The three types of facilities are dry, refrigerated, and freezer storage. The 
Department will state on the allocation notice the temperature requirements for each food item. 
 
7141 Dry Storage Areas 
 
The majority of USDA Commodities can be adequately warehoused in dry storage areas. The 
desirable temperature to maintain in dry storage areas is 50° F to 70° F Fahrenheit. In hot 
humid climates where temperatures of 50° F to 70° F cannot be maintained, it may be 
necessary to install air-conditioning to keep the temperature from going above 70° F. 
Temperatures above 70° F in dry storage areas cause increased insect activity in grain products 
and bulging and swelling of canned goods. In climates where the temperatures may drop below 
freezing, a heating system may be necessary to keep canned goods from freezing. Temperature 
below 32° F can cause freezing of canned goods and render the food unfit for human 
consumption. 
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7142  Refrigerated Storage Areas 
 
Only a few USDA Commodities, such as cheese and fresh produce, require refrigerated 
storage. However, the storage life of many other foods such as grain products, and dried fruits 
is greatly prolonged by the use of the refrigerated storage. The desirable temperature to 
maintain in refrigerated storage is 36° F to 40° F. Temperatures above 50° F can cause 
deterioration such as rancidity, loss of flavor, and loss of texture. Temperatures below 32° F 
will result in clumping of products and loss of flavor. 
 
7143 Freezer Storage Areas 
 
Several USDA commodities require freezer storage. The required temperature for freezer 
storage is 0° F and below. Temperatures above zero degrees Fahrenheit will cause print butter 
to become rancid and off flavor, and also result in oil seepage from the product; however, 
canned butter may be stored in cool or dry facilities. 
 
7144 Temperature Control 
 
Wherever USDA commodities are stored, reliable thermometers shall be provided by the State 
agency to assure that proper temperatures are maintained. Temperature readings shall be taken 
and recorded at least daily both outside and inside refrigerated and freezer storage and more 
often if there is difficulty in maintaining the desired temperature. 
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7200  STACKING USDA COMMODITIES 
 
The State Agency shall assure that USDA Commodities are stacked in accordance with the 
Department's recommendations. Proper stacking of USDA Commodities can help prevent 
damage from excess weight on the bottom layers and facilitate the required physical inventory 
count. In addition, it is necessary in order to assure the safety of persons working around the 
USDA Commodities. Recommended stacking procedures are as follows: 
 
A. Stack USDA Commodities of a kind together, i.e., canned goods next to canned goods, 

bagged foods next to bagged foods, etc. 
 
B. USDA Commodities shall be stacked on pallets or dunnage in uniform quantities to allow 

easy inventory (see Exhibits V-1 and V-2, attached, for illustrations). 
 
C. USDA Commodities shall not be stacked to a height which would create unstable pallets or 

which would endanger the food handlers. 
 
7210 VENTILATION OF STORAGE FACILITIES 
 
The State Agency shall store foods in such a way to allow air circulation in the warehouse. 
Good ventilation retards growth of bacteria and molds, prevents mustiness and rusting of metal 
containers, and minimizes caking of powdered foods. Maximum air circulation shall be 
achieved by the following storage methods: 
 
A. All USDA Commodities shall be stacked off the floor on pallets or dunnage. 
 
B. All USDA Commodities shall be stacked at least eighteen inches from any walls and at 

least two feet from the ceiling. 
 
C. All stacks of USDA Commodities shall be separated by at least 24 inches. 
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7300  HOUSEKEEPING PRACTICES 
 
Cleanliness and sanitation are essential to proper storage of USDA Commodities. The State 
Agency shall practice the following housekeeping methods: 
 
A. Clean and sweep the entire storage facility whenever there is a movement of food but at 

least weekly. 
 
B. Clean areas that harbor insects, such as comers, window sills, under pallets, and behind and 

between stacks of food at least weekly. 
 
C. Clean up foods that have been spilled promptly. 
 
D. Dispose of refuse, garbage, and debris daily. 
 
E. Remove empty canons and sacks from the storage area daily. 
 
F. Keep the area around the exterior of the warehouse free of debris, garbage and excess 

vegetation. 
 
7310  INSECT CONTROL 
 
Insects destroy or render unfit for human consumption enormous quantities of food each year. 
Infestation may occur even under ideal warehouse conditions; therefore, the State Agency must 
give continuous attention to proper storage procedures. The following USDA Commodities are 
susceptible to insect infestation: 
 
A. Dried beans and peas. 
 
B. Grain products (flour, cornmeal, rice, cereals, etc.). 
 
C. Dried fruits (prunes, raisins, apricots, etc.). 
 
D. Nonfat dry milk. 
 
7311 Sources of Insect Infestation 
 
The chief sources of infestation are: 
 
A.  Live insect eggs or larva undetected in the product at the time of harvest. 
 
B.  Cracks in floors and walls. 
 
C.  Shipment of USDA Commodities in unclean rail cars or trucks. 
 
D.  Unsanitary conditions such as spilled foods, dirt, or garbage in the warehouse. 
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7312  Detecting Insect Infestation 
 
Methods of detecting infestation include: 
 
A. Inspections for infestation at frequent intervals and especially in warm weather. Adult 

insects are attracted to light and can be found around windows and window sills. 
 
B. Opening and examining boxes and bags for live larvae, webbing, moths, holes, or partly 

consumed foods. 
 
7313  Methods of Reducing and Eliminating Insect Infestation 
 
Following are storage practices which reduce or eliminate insect infestation: 
 
A.  Good housekeeping practices eliminate areas where insects live. 
 
B. The most effective way of eliminating insects is by fumigation. Fumigation services should 

be rendered by a reputable licensed company on a regular basis at a minimum of at least 
once per month. Improper use of some fumigants may result in an explosion or fire, or in ill 
effects to food handlers from exposure to the chemicals used. Before contracting with a 
fumigating company, the firm should be required to show evidence of public liability, 
property and fire insurance, and workmen's compensation. 

 
C. USDA Commodities susceptible to infestation may be placed in a cooler or chilled storage 

space as a temporary means of reducing insect activity. This type of storage is highly 
recommended during the summer months when the temperature in dry storage areas cannot 
be controlled. 

 
7320  RODENT CONTROL 
 
Rodents destroy or render unfit for human consumption large quantities of food each year. 
Federal Food and Drug Administration Regulations prohibit the use of foods that have been 
contaminated by rodents. Because rodents are a menace to health by spreading disease, the 
State Agency shall take every precaution to protect USDA Commodities from rodents. 
 
7321 Sources of Rodent Infestation 
 
Rodents enter storage areas through open windows and doors, ventilation and drain pipes and 
by burrowing under floors. In some instances, rodents are carried into storage areas with 
containers of food. 
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7322  Methods of Reducing or Eliminating Rodent Infestation 
 
The State Agency shall take the following steps to reduce or eliminate rodent infestation: 
 
A. Maintain good housekeeping practices. Rodents will not remain where food and shelter are 

not available. 
 
B.  Seal and screen all extraneous building openings of one-fourth inch or larger. 
 
C.  Screen fans and ventilation openings. 
 
D. Traps are the standard method for eradication, but in an area with heavy rodent infestation, 

a combination of trapping and poisoning may be used. If poisoning is used, it shall be done 
by a reputable licensed company. 
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SECTION 4 - INVENTORY CONTROL 

 
 
7400  INVENTORY CONTROL 
 
The State Agency shall keep accurate records of the amount of each USDA commodity in stock 
and of the quantities of each item moving in and out of storage. 
 
7410 PERPETUAL INVENTORY RECORD 
 
The State Agency shall maintain a perpetual inventory record for each USDA Commodity. If 
one kind of USDA Commodity is received in different size containers, a separate inventory 
record shall be maintained for each container size. The perpetual inventory records shall 
include the following information: 
 
A. USDA Commodity item. 
 
B. Unit size. 
 
C. Data received column. 
 
D. Amount received column. 
 
E. Date withdrawn column. 
 
F. Amount withdrawn column. 
 
G. Purpose for withdrawal. 
 
H. Balance on hand. 
 
The State Agency shall provide a perpetual inventory record form which is acceptable to the 
appropriate FNS Regional Office. Perpetual inventory records may be automated at the 
discretion of the State Agency provided it is acceptable to the FNS Regional Office. 
 
7420 PERSON(S) DESIGNATED TO MAINTAIN INVENTORY RECORDS 
 
The State Agency or local agency shall designate one person to keep the inventory records. The 
State Agency shall also assign a backup person capable of maintaining the inventory records 
during any absence of the primary inventory keeper. The person(s) maintaining the inventory 
shall set aside a specific time for posting the entries daily. 
 
7430    INVENTORY CONTROL PROCEDURES 
 
The State or local agency shall date stamp or mark in pen the date received on the containers of 
USDA Commodities as they are placed in storage. This is an effective method to assure that 
the first-in, first-out (oldest stock used first) distribution procedure is followed. USDA 
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Commodity containers shall not be removed from cartons until they are to be distributed. The 
amount of each USDA Commodity received and placed in storage shall be added to the 
perpetual inventory records. 
 
7431 Maintaining a Supply 
 
The State Agency shall maintain a supply of available commodities sufficient for three month's 
distribution. Local agencies shall maintain a minimum of one and one-half month's supply of 
available commodities. 
 
7432  Withdrawal of USDA Commodities From Inventory 
 
The State or local agency shall inspect each USDA Commodity before releasing it for 
distribution to assure that it is in good condition. If a USDA Commodity item was processed 
on one or more different dates, the oldest item shall be removed from storage first (first-in, 
first-out). If the USDA Commodity is being removed from a central storage facility for 
shipment to a distribution center, the State Agency shall count the containers as they are 
removed and record the amount withdrawn on the perpetual inventory record. 
 
7440  PHYSICAL INVENTORY 
 
The State or local agency shall take a physical inventory of each USDA Commodity monthly, 
preferably after the distribution to eligible households, and record the quantities counted of 
each USDA Commodity item and the date the count was taken. 
 
7441 Reconciliation of Physical and Perpetual Inventories 
 
The State or local agency shall reconcile the physical inventory with the perpetual inventory 
and record any overage and shortages in each USDA Commodity item. The State Agency shall 
submit an FNS-152 report (see Exhibit G) which shall document the data obtained in the 
physical inventory with the perpetual inventory record. Any shortages valued at $100.00 or 
more shall be reported to the appropriate FNS Regional Office (see Chapter IX, below). 
 
7442  Reconciliation of Issuances and Physical Inventory 
 
The State or local agency shall determine, at least monthly, the amounts of each commodity 
distributed totaling the recorded amounts of each of the issuance cards. The total amount of 
each commodity distributed shall be reconciled with the physical inventory and any overage 
and shortage recorded. 
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CHAPTER VIII 

DISTRIBUTION OF USDA COMMODITIES 
 

SECTION 1 - MANUAL DISTRIBUTION SYSTEM 
 
 
8100  GENERAL 
 
An efficient and well managed distribution system is essential to the success of the Food 
Distribution Program. Three different types of distribution systems will be discussed in this 
chapter. The distribution system, or combination of distribution systems, that will be the most 
effective will depend upon several factors. After determining the specific needs of each 
reservation, the State Agency shall select the type(s) of distribution system(s) which will be 
used. 
 
8110  MANUAL DISTRIBUTION SYSTEM 
 
Under a Manual Distribution System, food packages are assembled by Food Distribution Staff 
working in the warehouse and distributed to the clients. 
 
8120  FOOD DISTRIBUTION CENTER SIZE 
 
The manual Food Distribution Center shall be large enough to allow the following equipment 
and facilities: 
 
A. Orderly stacking of USDA Commodities along one wall. (A full order of USDA 

Commodities for each program participant requires three cubic feet of space.) 
 
B.  A private room for certification. 
 
C.  Seating area for households that are waiting for certification or food. 
 
D.  A long table or counter to place and package food orders. 
 
E.  A desk for the distribution clerk. 
 
F.  A table or desk for checkout. 
 
G.  Nutrition education area. 
 
H.  Public rest rooms. 
 
8130  FOOD DISTRIBUTION CENTER FACILITIES 
 
The State Agency shall provide distribution facilities which are equipped with a heating device 
to maintain comfortable temperatures for program participants and staff during cold weather 
and ventilation system to control temperature during the summer months. The certification area 
shall be a separate room or enclosure to assure privacy to the applicant or participant 
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being interviewed. The certification room should include a desk and a chair for the 
certification worker, file cabinets for certification records, and two or more chairs for 
household members. The waiting room/area must be neat and clean and contain sufficient 
seating to accommodate participants. 
 
8131  Nutrition Education Area 
 
A nutrition education area shall be provided. This area shall be used for: 
 
A.  Taste testing of USDA Commodities. 
 
B Distributing materials to recipients about the care of USDA Commodities in the home. 
 
C. Distributing recipes that use USDA Commodities. 
 
D.  Obtaining food preferences from participants. 
 
8140  ROUTING OF PARTICIPANTS 
 
The distribution clerk shall have a desk located in front of the distribution table. The 
participant shall move through the distribution line as follows: 
 
A. The participant shall go directly to the distribution clerk and present identification or their 

food distribution identification card (see Exhibit W, attached). 
 
B. The food distribution clerk shall review the participant's issuance receipt card (see Exhibit 

X, attached) or automated invoice and determine if recertification is necessary. 
 
C. The distribution clerk may issue a numbered card to each participant to maintain an orderly 

and controlled distribution sequence. 
 
D. If the participant does not need to be recertified and is eligible to receive USDA 

Commodities, the distribution clerk shall: 
 

1. Inform the participant of the maximum amount of each food item and the choices of 
food items the household is entitled to receive. 

 
2. Based on the maximum amount of choices, accept the participant's selection types 

and amounts of each food item desired. 
 

3. Write in or enter into the computer the amounts of the USDA Commodity that were 
requested by the recipient on the issuance receipt card. Preposting of issuance cards 
is authorized providing adequate safeguards are outlined in the State Plan of 
Operation. 

 
4. Have the participant, or the issuance clerk, present the issuance receipt card to the 

food handlers while moving down the distribution line. 
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E. Food handlers shall fill and package the order according to the requested amounts on the 

issuance receipt card. 
 
F. The food handler shall have the participant sign the issuance receipt card or automated 

invoice. 
 
8150  FOOD HANDLERS 
 
The distribution responsibilities of the food handlers shall include the following: 
 
A. The food handlers, in accordance with the issuance receipt card, shall place the desired 

amounts of USDA Commodities on the distribution table. 
 
B. When the food has been counted by the participant, the food handler shall determine if the 

amounts issued agree with the issuance receipt card or automated invoice. 
 
C. If the count is correct, the food handler packages the USDA Commodities in empty food 

cartons and places them at the end of the distribution table for pick-up by the participant. 
 
D. The food handler assures that the participant signs the issuance receipt card. 
 
8160  STACKING OF USDA COMMODITIES IN THE DISTRIBUTION CENTER 
 
The following stacking procedures shall be followed in the Distribution Center: 
 
A. USDA Commodities shall be stacked in the distribution center prior to the day of actual 

distribution. 
 
B. Each USDA Commodity item shall be stacked in individual rows and in the same sequence 

as shown on the issuance receipt card. 
 
C. USDA Commodities requiring refrigeration shall be placed in the distribution center in 

small quantities that can be distributed in less than thirty minutes. 
 
D. With the exception of USDA Commodities requiring refrigeration, several cases of each 

USDA Commodity shall be opened prior to distribution. 
 
8170  HOUSEKEEPING 
 
The State or local agency shall maintain the same housekeeping, rodent, insect control, and 
receiving procedures outlined in Chapter VII, above. 
 
8180    ASSISTANCE TO PROGRAM PARTICIPANTS 
 
The State Agency shall provide for staff or volunteers to assist participants who are unable to 
carry their USDA commodities from the distribution center to the vehicle. 
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8200  SELF-SERVICE DISTRIBUTION SYSTEM 
 
Under a Self-Service Distribution System, clients can take a grocery cart and select food 
package items they desire from the full array of donated food items available in inventory, 
similar to how they would shop in a commercial food store. 
 
8210  FOOD DISTRIBUTION CENTER SIZE 
 
The self-service distribution center shall be large enough to allow: 
 
A. Orderly stacking of USDA Commodities along one wall; (a full order of USDA 

Commodities for each program participant requires three cubic feet of space.) 
 
B.  A private room for certification. 
 
C.  Seating area for households that are waiting for food or certification. 
 
D.  Nutrition education area. 
 
E.  Public rest rooms. 
 
F.  A desk for the distribution clerk. 
 
G.  A checkout table. 
 
H.  Storage area for approximately ten grocery carts. 
 
8220  FOOD DISTRIBUTION CENTER FACILITIES 
 
The State Agency shall provide distribution facilities which are equipped with a heating device 
to maintain comfortable temperature for program participants and staff during cold weather and 
a ventilation system to control temperature during the summer months. The certification area 
shall be a separate room or enclosure to assure privacy to the applicant or participant being 
interviewed. The certification room shall included a desk and chair for the certification 
workers, file cabinet for the certification records and two or more chairs for household 
members. The waiting room/area shall be neat and clean and contain sufficient seating to 
accommodate participants. 
 
8221 Nutrition Education Area 
 
A nutrition education area shall be provided within the distribution center. This area shall be 
used for: 
 
A. Taste testing of USDA Commodities. 
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B.  Distributing materials to participants about the care of USDA Commodities in the home. 
 
C.  Distributing recipes that use USDA Commodities. 
 
D.  Obtaining food preferences from participants. 
 
8230  ROUTING OF PARTICIPANTS 
 
The distribution clerk shall have a desk located in front of the USDA Commodities. The 
participants shall move through the distribution line as follows: 
 
A. Participants shall go directly to the distribution clerk and present identification or their 

food distribution identification card (see Exhibit W). 
 
B. The distribution clerk shall review the participant's issuance receipt card (see Exhibit X) or 

automated invoice and determine if recertification is necessary. 
 
C. The participant shall be issued a numbered card to maintain an orderly and controlled 

distribution sequence. 
 
D. If the participant does not need to be recertified and is eligible to receive USDA 

Commodities, the distribution clerk shall: 
 

1. Inform the participant of the maximum amount of each food item and the choices of 
food items to which the household is entitled. 

 
2. Explain the distribution rate card (see Figure 8-1, below) to the participant. 

 
3. Explain all options to select USDA Commodities. 

 
4. Instruct the participant to use the grocery carts and select food in accordance with 

posted distribution rates. 
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8240  AT THE CHECK-OUT TABLE 
 
The following activities shall take place at the check-out table: 
 
A. The participant shall remove all USDA Commodities from the grocery cart and place them 

on the checkout table. 
 
B. The food handler shall count the number of packages of each USDA Commodity and record 

the quantity on the issuance receipt card or automated invoice. 
 
C.  The participant shall verify the count and sign the issuance receipt card. 
 

D.  The food handler shall place the USDA Commodities in cartons, bags, or grocery carts. 

8250  STACKING OF USDA COMMODITIES IN DISTRIBUTION CENTER 
 
The following stacking procedures shall be followed in the Distribution Center: 
 
A. USDA Commodities shall be stacked in the distribution center prior to the day of actual 

distribution. 
 
B. Each USDA Commodity shall be stacked in individual rows and in the same sequence as 

shown on the issuance receipt card. 
 
C. USDA Commodities requiring refrigeration shall be placed in the distribution center in 

small quantities that can be distributed in less than thirty minutes. 
 
D. With the exception of USDA Commodities requiring refrigeration, several cases of each 

USDA Commodity shall be opened prior to distribution. 
 
8260  HOUSEKEEPING 
 
The State or local agency shall maintain the same housekeeping, rodent, and insect control, and 
food receiving procedures outlined in Chapter VII, above. 
 
8270  ASSISTANCE TO PROGRAM PARTICIPANTS 
 
The State Agency shall provide for staff or volunteers to assist participants who are unable to 
carry their USDA Commodities from the distribution center to the vehicle. 
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8300  TAILGATE (MOBILE} DISTRIBUTION SYSTEM 
 
A tailgate (mobile) distribution system is an expensive method of distributing USDA 
Commodities and shall only be considered for use when the systems discussed in paragraphs 
8100 and 8200, above, are not practical or do not provide sufficient service to the eligible 
household. Some of the expenses involved in tailgate distribution include the cost of a suitable 
truck and normal operating expenses for the vehicle such as fuel, repairs, tires, and insurance. 
 
8310  REASON FOR TAILGATE DISTRIBUTION 
 
The State Agency shall consider implementing tailgate distribution in the following situations: 
 
A. On large sparsely populated reservations where small communities are located long 

distances from the main distribution center. 
 
B. On reservations where recipients would not be able to obtain transportation to the main 

distribution center. 
 
8320  SEVERE WEATHER EXCEPTION 
 
On reservations where severe weather during the winter months would cause hardship for 
program participants, the State Agency shall not implement a tailgate distribution system 
unless adequate temporary shelter is present. 
 
8330  DESCRIPTION OF TAILGATE DISTRIBUTION SYSTEM 
 
In a Tailgate Distribution System, all functions are performed at the site(s) where the actual 
distribution takes place. Instead of clients coming to a distribution center to be qualified and 
receive their food packages, the distribution center goes to the clients. Clients can be certified 
and receive their food packages any place on the reservation. Orders for donated commodities 
are filled by Food Distribution Program staff. 
 
8340  TRUCK SIZE 
 
A full order of USDA Commodities for each program participant requires approximately six 
cubic feet of truck space for effective handling and distribution of the food. 
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8350  STACKING OF USDA COMMODITIES IN THE TRUCK 
 
USDA Commodities shall be stacked in the following manner: 
 
A.  Each food item shall be stacked in individual rows along the sides and front of the truck. 
 
B. Individual rows of food items shall be stacked in the same sequence as shown on the 

issuance receipt card. 
 
C. When the truck is moving from one distribution site to another the food shall be leveled to 

prevent any food damage. 
 
8360  FOOD DISTRIBUTION FACILITIES 
 
The State Agency shall provide a table and chair for the distribution clerk. 
 
8370  CERTIFICATION SERVICES 
 
The certification clerk shall be available at each distribution site to certify new recipients and 
for recertification. The interviewing of recipients for certification purposes shall be done in 
private. At tailgate distribution sites, certification may be done in an automobile. 
 
8380  ROUTING OF PARTICIPANTS 
 
The program participant shall move through the distribution process as follows: 
 
A. The participant shall present identification or their food distribution identification card (see 

Exhibit W) to the distribution clerk. 
 
B. The distribution clerk shall obtain the participants issuance receipt card (see Exhibit X) or 

automated invoice and determine if recertification is necessary. 
 
C. If recertification is not necessary, the distribution clerk shall inform the participant of the 

maximum amounts of each choices of food items to which the household is entitled. 
 
D. Based on the maximum amounts and choices, the participant shall inform the distribution 

clerk of the types and amounts of each food item desired. 
 
E. The distribution clerk shall write in the desired amounts of each food item on the issuance 

receipt card. 
 
F. The distribution clerk shall inform the food handlers of the amounts of each food item 

requested. 
 
G. The participant shall verify the count and sign the issuance receipt card. 
 
H. The food handlers shall fill and package the order. 
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I. The distribution clerk shall inform the participant of the exact time and location of the next 

month's distribution. 
 
J.  The participant shall pick up the food order from the tailgate of the truck. 
 
K. The State Agency shall provide for staff or volunteers to assist participants who are unable 

to carry their USDA Commodities from the distribution center to the vehicle. 
 
8390  SCHEDULING OF TAILGATE DISTRIBUTION 
 
The State Agency shall schedule tailgate distribution to provide maximum service to program 
participants. Extra cases of USDA Commodities shall be carried in the truck to all distribution 
sites for new program participants who are certified on the day of distribution. 
 
8391  Distribution Times 
 
Food distribution personnel shall schedule tailgate distributions in such a manner that it will 
not require participants to wait long periods of time for the truck to arrive. This may involve 
scheduling no more than two tailgate distributions during any day. 
 
8392  Distribution Locations 
 
The location of tailgate distribution sites shall be: 
 
A.  Near or in small communities so that participants may have easy access to the truck. 
 
B. Near chapter houses, community centers, or unused buildings so that participants may be 

protected in the event of poor weather conditions. 
 
8393  Notification to Participants 
 
The State Agency shall inform all program participants of the times and locations of tailgate 
distribution. In addition, the State Agency shall advise participants that if they cannot get to 
the scheduled distribution, they may pick up their USDA Commodities at the main distribution 
center or at another tailgate distribution site. Methods of notification of participants shall 
include: 
 
A. Informing participants of the distributions schedule at the time of certification. 
 
B. Post the locations and dates for distributions in chapter houses, community centers, 
 churches, and other public places. 
 
C. Publicize the locations and dates of distributions in local newspapers or radio stations. 
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CHAPTER IX 
LOSS OF USDA COMMODITIES 

 
SECTION 1 - STATE AGENCY RESPONSIBILITIES 

 
 
9100  GENERAL 
 
The State Agency is responsible for all USDA Commodities it receives and therefore is 
accountable for any losses which may occur while in storage and during distribution. 
Instructions for reporting losses of donated foods are contained in FNS Instruction 410-1, Rev. 
1, Non-Audit Claims - Food Distribution Program. USDA retains the authority to determine if 
a loss is due to fault or negligence on the part of the State or local agency. If such a 
determination is made, USDA may pursue a claim against a State distributing agency for the 
value of the loss. State distributing agencies are responsible for pursuing claims against local 
agencies. 
 
9110 LOSSES FROM STATE AGENCY WAREHOUSE AND/OR DISTRIBUTION 

FACILITIES 
 
If a USDA Commodity valued in excess of $250.00 is lost to the program for any reason 
including infestation, age, theft, fire, etc., a written report shall be prepared by the State 
Agency and shall be forwarded to the appropriate FNS Regional office within 30 days of the 
discovery of the loss. The report shall contain the information indicated in paragraph 9300, 
below. 
 
9120 LOSSES FROM LOCAL AGENCY WAREHOUSE AND/OR DISTRIBUTION 

FACILITIES 
 
The State Agency shall require the local agency to report all losses of USDA Commodities and 
shall provide a form, acceptable to FNS, for that purpose. 
 
9121  State Agency Authority on Local Agency Losses 
 
The State Agency retains the authority to determine if fault or negligence contributed to local 
agency losses valued at $2,500 or less. State Agency determinations shall be based on the facts 
reported (as indicated in paragraph 9300, below) and on the other facts known or observed by 
State personnel. State Agency claim action shall be documented with the reasons for the 
determination. Local agency losses of USDA Commodities valued in excess of $2,500 shall be 
forwarded to the appropriate FNS Regional office immediately. In addition to the information 
indicated in paragraph 9300, below, the State Agency's report to the appropriate FNS Regional 
office shall include its recommendation as to the presence of fault or negligence in the local 
agency loss. 
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SECTION 2 - LOCAL AGENCY RESPONSIBILITIES 

 
9200 LOCAL AGENCY RESPONSIBILITIES 
 
The local agency shall receive, store and distribute USDA Commodities in accordance with 
applicable provisions in Chapters VI, VII, and VIII, above. If a USDA Commodity valued at 
$25.00 is lost to the program for any reason, a written report shall be prepared and forwarded 
to the State Agency on the form provided for that purpose. 
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SECTION 3 - LOSS REPORTING REQUIREMENTS 

 
9300  LOSS REPORTING REQUIREMENTS 
 
All reports of losses of USDA Commodities shall include the following information: 
 
A.  Name of USDA Commodity. 
 
B.  Package date. 
 
C.  Date of receipt. 
 
D.  Location of the USDA Commodity at the time of the loss. 
 
E.  Date of the discovery of the loss. 
 
F.  Current inventory on hand of the item found to be out-of-condition. 
 
G.  Apparent cause of the loss. 
 
H.  Description of the condition of the USDA Commodity. 
 
I.  General storage conditions -- i.e., temperature, pallet, sanitation, cool or dry storage, etc. 
 
J.  Schedule, including dates, of extermination treatments, if applicable. 
 
K.  Precautions against theft or fife, if applicable. 
 
L.  Certificate of inspection by a health official. 
 
M. Copy of the local fire or police department's report, if applicable. 
 
N. Manner of disposal of the out-of-condition USDA Commodity. 
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