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School & Community Nutrition Programs

First Quarter FY 2004 Q&As, October - December 2003

State Directors

Child Nutrition Programs

Attached are the School & Community Nutrition Programs Q&As for the first quarter of FY 2004, covering October - December 2003.  These questions were directed to our staff by the Midwest Region State agencies.

We will provide you with this summary each quarter.  The Q&As do not introduce new policy.  They are intended to clarify or cite existing policy or instructions, which may then be consulted by your staff.

If you have any comments or questions, please contact this office.
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THERESA E. BOWMAN

Regional Director

Special Nutrition Programs

Attachment

School and Community Nutrition Programs, 

Midwest Region

First Quarter FY 2004 Questions and Answers

October - December 2003                                                 

Allowable Costs

Q. Is moving and rebuilding a wall in order to accommodate new walk-in freezers an  allowable cost to the nonprofit school food service account?  Or is it construction of a building, which is not an allowable cost?

A. Rebuilding a wall in order to install new equipment is an allowable cost.  

Consequently, it can be used to help reduce an excess fund balance in the     nonprofit school food service account.  See 7 CFR 210.13(c) and 210.14(a-b).

Q. Is rebuilding walls to accommodate a new service/trayline in the cafeteria an allowable cost to the nonprofit school food service account?  Is the payment to the architect that will develop the plans for the project an allowable cost?

A. Rebuilding walls is considered part of new facilities expenditures.  Capital expenditures for new facilities, like the new service/trayline, are approvable costs to the nonprofit school food service account.  Construction of new buildings is not allowed as stated in 7 CFR 210.14(a).  

While Exhibit D of FNS Instruction 796-1, Rev. 2, includes capital expenditures for facilities in its list of unallowable costs, FNS has moved to a more liberal interpretation, consistent with the wording of 210.14(a).

With regard to the architect, professional service costs are allowable in accordance with item 33 in Attachment B of OMB Circular A-87, “Cost Principles for State, Local and Indian Tribal Governments”

Alternate School Food Authority Arrangements

Q. Can a School Food Authority (SFA) operate the school meal programs for a 

school not under its jurisdiction?  The first SFA would like to act as the second school’s SFA.

A. An SFA, which would like to operate the school meal programs for a school 

not under its jurisdiction, can draw up an alternate SFA arrangement, and request the State Agency’s approval of the agreement.  By way of this agreement, one SFA relinquishes its authority to operate the school meal programs to another SFA, which would accept total legal and financial responsibility for the newly incorporated school’s meal programs.  

For more information on alternate SFA arrangements, please see MWRO Policy Memorandum dated July 23, 1993 entitled “Alternate School Food Authority (SFA) Arrangements.”

Q. Should an Alternate School Food Authority (SFA) Arrangement be used when a 

school secedes from its School Food Authority and becomes its own SFA?

A. No.  An Alternate School Food Authority Arrangement is used only for an SFA to 

transfer to another SFA the administration of the specified school nutrition programs in all of its schools.  A seceding school should apply to the State agency as a new SFA.  

Q. Can a seceding school first obtain its own program agreement, thereby becoming

 its own School Food Authority, and then sign an Alternate School Food Authority Arrangement with the other SFA that it wanted to belong to all along?

A. This two-step process is counter to our intent.  FNS discourages secession by 

schools, as well as discourages secession for the ultimate purpose of joining another School Food Authority.  A school needs to ensure that there are no State and/or local legal requirements they need to meet before they become independent. 

Q. Can one SFA transfer the administration of only some of its school nutrition

 programs to another SFA, using an Alternate School Food Authority Arrangement?

A. Yes.  This is why the prototype language for such an agreement refers to the

 specified Child Nutrition Programs. 

Q. Can an SFA acquire only some of the schools belonging to another SFA, using

 an Alternate School Food Authority Arrangement?

A. This document can be used only for one SFA to transfer the administration of the

 specified school nutrition programs in all of its schools to another SFA.

Applications for Free and Reduced-Price Meals
Q. Is Operation Enduring Freedom still going on, so that the normal rule about 

counting the full income of a deployed service member is suspended?

A. Yes, at this time Operation Enduring Freedom is still considered active.  Please see MWRO FY 03 Policy Memorandum #03-15. 

Q. Is there an exception to counting any of the following military allowances as 

income to the household: the Privatized Military Housing Allowance, the Family Subsistence Supplemental Allowance (FSSA), any other food allowance, and the Family Separation Allowance?

A. The legislation extending the authorization of the child nutrition programs until 

March 31, 2004 included a provision so that the Privatized Military Housing Allowance should not be counted as income to the household.  All other military allowances count as income.  See page 36 of the Eligibility Guidance for School Meals Manual, regarding military benefits received in cash.    

Coordinated Review Effort (CRE)
Q.   Sponsor B absorbed Sponsor A and its 5 sites in Fiscal Year (FY) 2003.  Sponsor B closed 2 of these 5 sites and added another site.  Sponsor B now has four (4) sites.  The State Agency (SA) did an administrative review/CRE of Sponsor A in FY 2002.  Must the SA review Sponsor B within the same review cycle as Sponsor A in order to meet the requirement at 7 CFR 210.18(c)(1), or can the review of Sponsor A in FY 2002 count as a review of Sponsor B within the same cycle?  

A.  Sponsor B must be reviewed within the same CRE cycle as Sponsor A.  See MWRO Q &A # 9, third quarter, FY 2002.  The same rationale applies to the question of whether or not Sponsor B must be reviewed within the same review cycle as Sponsor A.  

Q. When a State Agency reviews the School Breakfast Program (SBP), Special Milk

 Program (SMP), and afterschool snacks on the first follow-up review, what areas should be covered?

A.  The specific regulatory citations that discuss review requirements for the SBP and SMP, are at 7 CFR 220.13(f)(2) and 7 CFR 215.11(b)(2), respectively.  These regulations require the State agency to review a school’s compliance with the required certification (free and reduced-price school meal applications), counting, and breakfast or milk service.  Please see MWRO Policy Memorandum #06-00 item H-2 for SA snack review requirements 

Q. If the State agency must review the SBP at a school or schools selected for a 

first follow-up review, does the State agency have to review free and reduced-price meal benefit applications for half-day students who participate only in the SBP?

A. Yes, in order to comply with 7 CFR 220.13(f)(2), the State agency needs to 

review a school’s compliance with the required certification, which entails reviewing free and reduced-price meal benefit applications.  The State agency’s review of the students’ meal benefit applications must be done for all students who participate in the SBP, either exclusively, or in both the SBP and NSLP.  

Q. If the State agency must review the SMP at a school or schools selected for a 

first follow-up review, does the State agency have to review free and reduced-price meal benefit applications for students participating in the SMP?

A.  Yes, in order to comply with 7 CFR 215.11(b)(2), the State agency needs to review a school’s compliance with the required certification, which entails reviewing free and reduced price meal benefit applications for students participating in the SMP.  A review of NSLP applications may not necessarily include SMP participants.  See also 7 CFR 215.7(a).

Food Service Management Company (FSMC) Contracts

Q.  Could the following contract language violate 7 CFR 210.16(d), which requires that a contract between an SFA and FSMC be of a duration no longer than one (1) year; and options for the yearly renewal of a contract may not exceed four (4) additional years?

 “FSMC Guarantee:  FSMC Reimbursement:  FSMC agrees to reimburse District for the amount, if any, by which District’s Surplus is less than the Projected Surplus for the Current Year (District’s Shortfall) up to the combined amount of FSMC’s allowance for its General and Administrative Expense and Management Fee for the Current Year.  District shall be responsible for the balance of the District’s Surplus.  If this Agreement is renewed after current year, and FSMC reimburses District for any amount of District’s Shortfall for the Current Year, District shall permit FSMC to recover in such subsequent year.  As herein, the term “District Surplus” shall mean the amount, if any, by which District’s actual Gross Receipts for the Current Year exceed Districts actual Total Food Service Costs for the Current Year.” 

 A.  If the original contract has a renewal option as allowed by 7 CFR 210.16(d), 

and the contract is renewed after the first year, any payment to the FSMC for recovery of any reimbursement it made to the School District for a shortfall in the first contract year, would be an unallowable nonprofit food service expenditure under Office of Management and Budget (OMB) Circular A-87.  If the FSMC can recover in a renewal year the payment it made in the previous contract year, this would be an obligation from a previous fiscal year and would not represent payment for services performed during the current contract year.

This does not mean that the provision itself is unallowable.  Unless prohibited by State law or regulations, the SFA can agree to this refunding provision, but it must fund the cost from sources outside of the nonprofit food service account.  

Meal Service

Q. Must the School Food Authority (SFA) provide lunches on field trip days?

A. FNS Instruction 786-8 Rev. 1, “Reimbursement for Off-Site Meal Consumption” 
dated 6-6-88, explains that authorizing legislation and program regulations clearly intend that meals reimbursed under the School Meal Programs are to be served and consumed as part of the School Program, on school or school-related premises.  

However, meals taken on a school-supervised field trip may be reimbursed if the school participates in the NSLP, the meals meet the meal pattern requirements, and are served and consumed as part of a school-related function which is part of the curriculum as defined by the State education agency, and not extracurricular events.  Based upon the FNS Instruction, students who do not go on the school field trip and stay at the school and are at the school during meal periods, should be offered a reimbursable meal.  Please also see Q&A #10 from the MWRO FY 2002 first quarter Q&As.

Procurement

Q.  Please define the terms “IFB” and “RFP”.

A.  The term “IFB” stands for “Invitation For Bid”, which is a type of solicitation used under the procurement method known as “sealed bidding/formal advertising.”  An “IFB” is used to publicly solicit sealed bids

The term “RFP” stands for “Request For Proposal”, which is a type of solicitation used under the procurement method known as “competitive negotiation.”  In competitive negotiations, the RFP is used to solicit proposals from a number of sources.  

Q. Please define “competitive proposal method of procurement.”

A.  The “competitive proposal” method of procurement is also referred to as “competitive negotiation.”  The “competitive proposal/competitive negotiation” method is used when conditions are not appropriate for the use of competitive sealed bids and the value of the procurement is estimated to exceed the small purchase threshold.

Under competitive proposals/competitive negotiation, proposals are requested from a number of sources by issuing an RFP.  Proposals are submitted by competing entities (“offerors”) and evaluated by an evaluation team based upon the weighted criteria in the RFP.  Negotiations are conducted with offerors whose proposals receive evaluation scores established prior to the opening of any of the proposals.  The person(s) negotiating with the offerors should not be the same person(s) who evaluated the proposals.  The award should be made to the responsible offeror whose proposal is most advantageous to the SFA, price and other factors considered.  

Q.  How do you purchase with an informal method when you do not want price to be the only factor in awarding the contract?                          

A.  The approach is the same, whether the small purchase (informal), competitive sealed bidding (formal) or competitive negotiation procedures (formal) are used.  The essential factor in any purchase is to know what you want and to only buy the item that meets your needs.  All procurements require full and open competition and all purchases must be made from responsive and responsible suppliers that offer the best price for the goods or services to be purchased.  Lowest price does not always mean the cheapest price, but rather means the lowest price for the goods or services that meet the specifications and requirements set by the contracting agency.

The main difference between informal small purchases and formal procurements, like competitive sealed bidding and competitive negotiation, is the formality of the process.  See 7CFR 3016 for additional information on procurement standards and methods.

Q.  A public school needs to purchase a 20-quart mixer that is estimated to cost approximately $1,500.  The school board has not set any policies that are more restrictive than the federal regulations on procurement.  The school plans to purchase the lowest priced mixer that can be delivered before the end of the month.  The school would like to use Hobart mixer attachments that the school already owns.  

 How should this school proceed?

A.  Because the estimated cost of the mixer is under the federal small purchase threshold of $100,000 and the school board has not set a stricter small purchase threshold the school may use small purchase procedures to procure the mixer.  If small purchase procedures are used, price or rate quotations shall be obtained from an adequate number of qualified sources.

The specifications the school will use to obtain quotes from vendors cannot require only a Hobart mixer that will take the Hobart mixer attachments.  This would be restrictive of full and open competition.  The school can ask for a mixer that will take attachments that have certain identified features of the Hobart attachments.  In deciding how to write the specification or item description for the mixer, the school must know the “market” for this item, and write the item description to provide full and open competition.

Additionally, as stated at 3016.36(c)(3), “When it is impractical or uneconomical to make a clear and accurate description of the technical requirements, a “brand name or equal” description may be used as a means to define the performance or other salient requirements of a procurement.  The specific features of the named brand which must be met by offerors shall be clearly stated.”

Also, if the school needs delivery of the item before the end of the month, this must be identified as a mandatory requirement in the solicitation for the mixer.  See 3016.36(c)(3)(ii).

Q.  In the above Q&A concerning the mixer that a school needs to purchase, the school would also like to have a service agreement included in the price.  How should the school proceed?

A.  If the school wants to have the service agreement included in the price quotation, a description of the service agreement needs to be included in the specification or item description. 

Provisions 2 and 3

Q. Is the edit check of the total daily meal count against attendance-adjusted 

enrollment required for schools that are on Provision 2 or Provision 3 required for the School Breakfast Program?

A.  The edit check of the total daily meal count against attendance-adjusted 

enrollment, as described in 245.9(b)(4) for Provision 2 and 245.9(d)(6) for Provision 3, is required only for the National School Lunch Program.  This edit check appears in 210.8(a)(3) for lunches, but not in Part 220 for breakfasts.  

School Breakfast Program

Q.  When school breakfast program costs are compared with the product of the severe need rate times the number of eligible breakfasts, must the costs be from the school that is using the severe need rate?

A.  No, the average per-meal school breakfast program costs that are used for this purpose can just as well be those for all of the schools in the School Food Authority, or for all of its severe need schools.

Q.  Should current (not past) school breakfast program costs always be used to establish a school’s eligibility for the severe need breakfast rate?

A.  Current costs are always used rather than past, but not to establish severe need eligibility.  The proper interpretation of 220.9(e) is that there are only two tests for eligibility: (a) that the school is participating in or desiring to initiate a breakfast program; and (b) that 40 percent or more of the lunches served to students in the school in the second preceding school year were served free or at a reduced price.  Current costs act as a limit on the reimbursement that is potentially generated using the severe need rate.  The State agency may initially pay at the current severe need rate, use last year’s breakfast costs, or even use estimated breakfast costs.  At the end of the year there must be a reconciliation of the current severe need rate to the current year’s costs.  Please note that based on this interpretation schools should not be removed from the severe need list at the end of the year just because their breakfast costs were less than the normal breakfast rate.

Special Milk Program

Q.  Can a school participate in the NSLP for part of the week and the Special Milk Program the other part of the week?

A.  Yes, as long as benefits of both programs will be available only on the days the specific Program is in use and not at the same time.  The school should be working toward NSLP service for 5 days a week.  7CFR 215.1 and 215.7 do not exclude this from occurring as long as both Programs are operational on different days of the week.

Suspension and Debarment

Q.  According to A-133 Compliance Supplement 10.553, for the National School Lunch  Program (NSLP), “Mandatory awards by pass-through entities to subrecipients are excluded from the suspension and debarment rules (7 CFR section 3017.110(a)(2)(i).”  For the NSLP, what are “pass-through entities” and “subrecipients”?

A.  These terms are defined in OMB Circular A-133: “Pass-through entity means a non-Federal entity that provides a Federal award to a subrecipient to carry out a Federal program;” and  “Subrecipient means a non-Federal entity that expends Federal awards from a pass-through entity to carry out a Federal program.”  For the NSLP the pass-through entity is the State agency and the subrecipient is the School Food Authority.
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