Financial Q & A
(Please share with those responsible for fiscal management of the School Nutrition Programs)
1. Question – I have a community member who would like to donate money to foodservice, to help families who are in need.  How is this handled? Is it allowable to put money into student accounts anonymously?  The person donating does not want to be acknowledged in any way.

Answer – The donation can be receipted into foodservice (Fund 50 for public schools, Source 291, Gifts).  Since the donation has a specific purpose of helping families who are in need, the school can decide how much of the donation can be added to particular family accounts.  The school should develop some written criteria for deciding which families would qualify for assistance.

2. Q – Administration is suggesting that our school offer students a small snack pack to take home after school, as we have a high percentage of students eligible for free/reduced price meals.  Can this activity be funded out of our foodservice account (Fund 50)?

A – Money from foodservice (Fund 50) should not be used to support donations of food for children to take home.  It is critical for a school participating in the federal School Nutrition Programs to be able to show that federal and state reimbursement received for reimbursable meals is used specifically to support the cost of providing those meals.  Perhaps there is a student or parent group that would like to take on fundraising for this noble cause.  The school may also want to look into administering the Afterschool Snack Program, if they don’t already.  Information regarding this program can be found on our website at http://fns.dpi.wi.gov/fns_schoolsnacks. 
3. Q – At the end of last school year, we had $1,425.00 in unpaid student debt for meals and food items sold to students without receiving payment for them. Does this debt just get absorbed by the foodservice account (Fund 50)?

A – NO!  OMB Circular a-87 states that bad debts are unallowable costs for Federal programs.  If a district writes off any uncollectible accounts related to students in foodservice (Fund 50) which relate to prior fiscal periods, they must record an operating transfer from the general fund (Fund 10) to foodservice (Fund 50) in the amount of the bad debt.  If the district records a bad debt related to meals served in the current fiscal period they should simply abate the uncollectible portion against the related revenue account with no operating transfer being required.
4. Q – I’ve never completed the Annual Financial Report before!  What is it and where do I start?

A – The Annual Financial Report is the accounting of all revenue and expenditures from July 1 through June 30, and must be submitted by August 31 annually.  The report is submitted through our on-line services at http://fns.dpi.wi.gov/fns_online. For more information regarding completing your Annual Financial Report, you can view the webcast posted at http://fns.dpi.wi.gov/fns_sntwebcasts#finance. 
5. Q – We had a carryover of $1,500 in student accounts at the end of June (money in student accounts that has not yet been used to pay for meals).  How do we account for that on the Annual Financial Report we submit to your agency?

A - When a student deposits funds in their lunch account which will be used for meal purchases, the amount received is not treated as revenue until the meal has actually been served to the student.  The amount of funds on hand in student accounts is treated as a deposit or liability account in either the foodservice fund (Fund 50) or the general fund (Fund 10) until the meal is served at which point the deposit account is converted to revenue.  This amount should not be recorded as revenue, or part of the fund balance on your Annual Financial Report.
6. Q - If a food service director were to partner with a school organization (i.e., student council, FFA, FBLA, etc.) and purchase all items through Fund 50, with the students being responsible for the sale of items, could there be a fund transfer out of foodservice (Fund 50) into the student organization’s account to share the profits with the group?  If some of the profits remain in foodservice (Fund 50), could the profits in foodservice (Fund 50) be used to offer a student scholarship?

A - The foodservice account (Fund 50) should be used to account for the school district’s food service programs and not for other purposes.  There is no mechanism in Fund 50 to account for transfers out to other funds.  If foodservice is purchasing the items for the group to sell, the group must reimburse the foodservice account for all costs related to this purchase (food costs as well as any labor costs involved).  Please refer to USDA Memo SP 13-2014 (http://www.fns.usda.gov/sites/default/files/SP13-2014os.pdf) for further information. If the student groups are purchasing and selling food items then the revenues and costs related to those food sales should be accounted for in a student organization fund (Fund 60 and/or Fund 21).  
7. Q – Our district is considering charging foodservice for utilities.  We understand that this cannot be done unless separately metered or based on a current usage study by the local utility company or knowledgeable entity.  There is a CESA that offers this service, working in conjunction with WE Energies.  Can the charge for the utility study be charged to foodservice?

A – The cost of the study would be an allowable cost for foodservice (Fund 50) as long as the cost is reasonable based on several bids or by securing price quotes through an informal bid process if under the district’s threshold for bidding out services. If there are no other companies that do this kind of study, then the district can contract with them. The study would be based on an appropriate methodology for determining usage by building in order to adequately apportion out energy costs.  Examples of unacceptable methodology to base utility usage on include square footage of area or hours a kitchen/cafeteria is used.

8. Q – There is a community organization that will be renting out our school kitchen for a function.  Would the revenue received for this rental be deposited into the foodservice fund (Fund 50)?
A – Any rental revenue earned would have to be deposited into the school’s general fund (Fund 10 for public schools), unless that activity is specific to community service where it would be accounted for the in the community service fund (Fund 80 for public schools).
The rules are a bit different if the school is offering catering to outside groups but the school employees are preparing the food.  In that case, the expenditures incurred and the revenue from catering sales is accounted for in the foodservice fund (Fund 50).  USDA Memo SP 13-2014 addresses catering as well.
If you are new to the position of financial management for the School Nutrition Programs, just feel you need a refresher, or want to gain a better understanding of new requirements under the Healthy Hunger-Free Kids Act of 2010 (Paid Lunch Equity and handling of non-program foods), please consider attending the four-hour Financial Basics course that will be taught as part of the School Nutrition Skills Development Courses this summer.
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