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Attached are the School & Community Nutrition Programs Q&As for the third quarter of FY 2006, covering April - June 2006.  These questions were directed to our staff by the Midwest Region State agencies.

The Q&As do not introduce new policy.  They are intended to clarify or cite existing policy or instructions, which can then be consulted by your staff.

We will provide you with this summary each quarter.  If you have any comments or questions, please contact this office.
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Attachment

School and Community Nutrition Programs, 

Midwest Region

Third Quarter FY 2006 Questions and Answers

April - June  2006                                                

National School Lunch Program
1. Q.  One of our field consultants visited a school where the cost of the meals is included in the tuition, books, and other fees.  Consequently, it is unclear whether the students who are eligible for free and reduced meals are getting any break in price for their meals.  The students are awarded varying amounts of scholarship funds too.  Does the consultant need to make the school break the meal fees out?
A.  Schools that have non-pricing meal programs are not required to reduce the tuition, room and board or other fees paid by the parents of children whose family size and income qualifies them for free and reduced price meals.  The school does not need to break out the meal fees from other charges.  
2. Q.  If a State’s legislature mandates that schools offering a summer intervention program (not necessarily an accredited summer school program, but rather something like tutorial assistance) must offer at least one meal to the students in that program, can the school be reimbursed if it only serves a snack or only serves a breakfast?
A.  Yes.  Policy Memorandum #10-99 establishes at A-7 that programs offering an afterschool snack during the summer are eligible for reimbursement.  The policy memorandum at A-8 establishes that schools not participating in the NSLP can receive reimbursement for afterschool snacks through the NSLP if the SFA operates the NSLP at any of the schools under its jurisdiction.  Part 220.7(a) acknowledges SFAs not in the NSLP that register with the State to participate in the School Breakfast Program.
3. Q.  Are there any USDA statutes prohibiting school districts from charging interest on unpaid meal accounts.  

A.  Per the definition at Part 245.2, the cost of a reduced price meal cannot exceed 40 cents for a lunch and 30 cents for a breakfast.  Therefore a school district could charge the families of paid students interest on unpaid meal accounts, but not the families of reduced price students, unless the price of a reduced price meal at that school district is less than 40 cents for lunch or less than 30 cents for breakfast, and the cost of these meals does not exceed 40 cents or 30 cents, even when accrued interest payments are added in.
4. Q.  The Eligibility Guidance for School Meals Manual defines error-prone as “within $100 monthly or $1,200 annually of the IEGs for free and reduced price meals for that household size”.  Can this “within $100/$1200” be interpreted as greater than or less than free guidelines and $100/$1200 less than reduced guidelines or is it to be interpreted as less than in both cases?
A.  After reviewing Policy memos 05-06, 05-31, the Eligibility Guidance Manual and the definition of  error prone in the National School Lunch Act , your first interpretation: "greater than or less than free guidelines and $100/$1200 less than reduced guidelines"  is correct. 
Applications for Free and Reduced-Price Meals
5. Q.  After a low response rate by parents submitting free and reduced applications, one of our schools did a "phone blitz" in which they called all of the families that they felt were eligible for free and reduced lunches and took the income information over the phone.  The person making the phone call signed the parents’ name on the application.  There were about 75 applications (out of a school of 600 kids) that were completed this way.  Is this an acceptable practice, and if not, should we have the school ask the parents to come in and sign the applications, go out for new apps this year, or complete a corrective action plan to go out for new apps next year and promise not to do this practice?
A.  Program guidance allows local officials to complete an application for students known to be eligible if their households fail to apply.  However, this option is intended for limited use and must not be used to make eligibility determinations for categories or groups of students.  We do not believe that the SFA officials properly implemented this option.  Therefore, the SFA must implement the following corrective action:
  

The SFA can first remove any application, from the pool of 75, where the household failed to apply for a student known to be eligible (e.g. school officials know that the child receives food stamp benefits). 
The SFA must then get the signature of an adult household member for the remaining applications. 
The appropriate action must then be implemented for any application for which school officials are unable to obtain an adult household member's signature..  Specifically, the SFA must establish a due date by which the SFA must obtain the missing adult signatures.  If the adult signature is not obtained by the due date, the application is classified as ineligible.
The SFA must also certify that they will not use this procedure to complete free and reduced price applications in the future.
6. Q.  Does “FY 05 School & Community Nutrition Programs Policy Memorandum #05-28 Initial Carry-over of Previous Year’s Eligibility – Reauthorization 2004” dated September 9, 2005, require that Local Educational Agencies (LEAs) carry over eligibility determinations for students from the previous school year for a period of time up to 30 days into the following school year?  If so, does this mean that schools with automated systems can no longer “roll over” students before the start of the school year?  “Roll over” is when the school starts all students in the “paid” category at the start of the school year.
A.  The Child Nutrition and WIC Reauthorization Act of 2004 added section 9(b)(9)(C) to the National School Lunch Act on duration of eligibility, and requires that eligibility for free and reduced price meals or free milk end “...on a date during the subsequent school year determined by the Secretary.”  FNS will revise the current regulations to require carry-over of eligibility of up to 30 operating days into the subsequent school year.  This applies to direct certification, categorical determinations and income applications.  Policy Memorandum #05-28 requests that all State and local educational agencies adopt this provision.  

Therefore, schools can no longer “roll over” to start all students in the “paid category” at the beginning of the school year.  The LEA must carry over student eligibility determinations from the previous school year up to 30 operating days into the following school year.  However, as clarified in Q&A 2 from the FY 2006 first quarter Q&As, LEAs can determine how long up to 30 operating days to carry over the student eligibility determinations from the previous school year.  The School District can choose a lesser period of time, for example 20 days carryover, and notify households that they must submit a new free and reduced price meal benefit application for the new school year by a certain date before the 20 day period expires.  As stated in Policy Memorandum #05-28, a new eligibility determination in the current school year supersedes the carryover eligibility.  
7. Q.  Policy Memorandum #05-28, referenced in the preceding Q&A, states that FNS will be revising the current regulations to require a carry-over of eligibility of up to 30 operating days into the subsequent school year.  Has FNS issued a rule yet on this carry-over requirement?

A.  As stated in Policy Memorandum #05-28, FNS planned to codify the carry-over requirement in a rule to be published prior to School Year 2006-2007.  However, this rule has not been published yet. 
8. Q.  Can schools use lunch accountability software that requires income from the household free and reduced price meal benefit application to be input to the system in whole dollars only, and no cents, even when the household has given income in dollars and cents on its application?
A.  Yes, the school may use this type of lunch accountability software, which only accepts income amounts in whole dollars and no cents, but the school must compare the total household income calculated using this software to the Income Eligibility Guidelines (IEGs).  If the total household income calculated using the software is close to the IEGs, then the school must calculate the total household income using the exact amount of dollars and cents on the household’s meal benefit application, and use the resulting total household income to make the eligibility determination. 
However, the State agency or the Local Educational Agency (LEA) can decide instead to require that income from the meal benefit application be input to the software system in dollars and cents, if that is what the household put on their application.  If the State agency or LEA does decide not to allow rounding, then the total household income must be calculated from the amount of income the household put on its application, without rounding to a whole dollar amount.  Therefore, the resulting calculation of total household income would be in dollars and cents.
Claims

9. Q.  Must a State provide appeal rights to an SFA, if the State withholds payment on the SFA’s claim for reimbursement due to the SFA not complying with the verification reporting requirements at 7 CFR 245.6a(c)?

A.  The State is not required to give appeal rights to an SFA whose claim is withheld by the State for failure to comply with the regulations, unless the withholding of payment results from an administrative review or follow-up review.  The regulation at 7 CFR 210.18(q) states in part “...each State agency shall establish an appeal procedure to be followed by a school food authority requesting a review of a denial of all or a part of the Claim for Reimbursement or withholding payment arising from administrative or follow-up review activity conducted by the State agency under 210.18 of this part.”  
The regulation at 7 CFR 210.24 requires the State agency in accordance with 7 CFR 3015.13 to withhold Program payments in whole or in part to any school food authority which has failed to comply with the provisions of this part.  This regulation at 7 CFR 210.24 does not require the State to give SFAs the right to appeal.  Pursuant to the regulation at 7 CFR 210.9(b), the agreement between the State and the SFA, must include a statement that the “School Food Authority and participating schools under its jurisdiction, shall comply with all provisions of 7 CFR parts 210 and 245.”
Commodities

10. Q.  Can a school district donate unused commodities to food pantries sponsored by the USDA?

A.  Yes.  In single inventory States, SFAs are solely responsible for making decisions regarding the transfer or donation of their commodities.  As one result, States no longer need to assure that SFAs donate these commodities to “like agencies” such as a food pantry sponsored by the USDA.  See Policy Memorandum #01-19, bullet #7 under SFAs and Other CN Outlets, where it states:
Once received by the SFA/CN outlet, the State will not be involved in arranging or accounting for transfers to other agencies.  Transferring of commodities may still occur; however, arrangements will be made at a local level.  Since the value of the commodity has already been realized by the SFA/CN outlet, no additional entitlement will be credited.  It will be the responsibility of each SFA/CN outlet to recoup the transferred product value.

11. Q.  Does an SFA have to comply with the rules for full and open competition when selecting processed end products, even when the SFA chooses end products from amongst several processors, all of whom the State has a master agreement with?
A.  Yes.  Even if the State has a master agreement with several processors who offer the same type of end product, it is the obligation of each SFA to competitively select which of these processor’s end product they will purchase.  If the belief had once prevailed that SFAs do not need to comply with procurement rules, as stated at 3016.36(c) and 3019.43, but instead could freely choose one processor’s end product over another, based only on a taste preference or a similar criteria other than pricing, then States need to communicate the correct explanation to SFAs now.  An updated version of Part 250 is forthcoming that will cover this issue in detail.
12. Q.  The January 27, 2006 Policy FD-052, Annual Physical Inventory – Reconciliation and Offsetting, states that unless a shortage of commodities results from theft, fraud or negligence, the value of all overages, including bonus and processed commodities, can offset the value of all shortages.  After the offset process has been completed, to quote FD-052, “Any remaining shortages must be reported as a loss…and may result in a claim being filed against the storage facility.  Any remaining overages remain the property of the program and must be included in the inventory for that program going forward.”  Our warehouse wants to know, since warehouses pay States for any negative balance, why States shouldn’t reimburse them for any positive balance.
A.  FD-052, by allowing total value of overages to offset total value of shortages, has increased the reasonableness of the offsetting process.  At one time only similar types of commodities could offset each other.  In a well run warehouse, there should be a minimum number of cases short or over, when a physical inventory is compared to the book inventory for each commodity.  However, the policy does acknowledge that even in warehouses that are operated efficiently, errors will occur when cases are pulled and distributed.  To accommodate these discrepancies, without encouraging negligence or possible fraud, the offsetting process has been liberalized to a point, but no further.  Overages often result when a truck under-delivers to a school the number of cases that, on paper, it was supposed to deliver.  If there was unlimited offsetting, this could encourage a warehouse to attempt to under-deliver as often as possible, in order to have enough overages to not only offset shortages, but even to receive money back.  Someone could reply that if that is a concern, then why allow warehouses to offset shortages with overages at all, since they can attempt to create overages simply to protect themselves from any claims resulting from shortages.  There is a compromise here, but since most shortages and overages result from simple errors in pulling cases off the rack as a truck is loaded, this policy, accompanied by the required State oversight, should result in equitable inventory management at all state-contracted warehouses. 
Meal Crediting
13. Q.  Are Apple Chips creditable as a fruit/vegetable in the Child Nutrition Programs?
A.  Apple chips or any other "snack type food" made from vegetables or fruits do not qualify as a vegetable or fruit serving, and cannot be credited as such in the CN Programs. Other examples that would not qualify are banana chips or potato chips.
 See section 2-4 in the Food Buying Guide for further technical assistance.
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