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Date: September 24, 2025 

To: Authorized Representatives and Food Service Directors of School Food Authorities 
Participating in the US Department of Agriculture (USDA) National School Lunch Program 
(NSLP) 

From: Randy Jones, Assistant Director: Procurement and USDA Foods 

Subject: Food Service Management Company (FSMC) Fixed Meal Price contracts: 
Nonprogram Foods Sales and Meal Equivalency Rate (MER) 

This memorandum is being issued in response to procurement findings of school food 
authorities (SFAs) using FSMC fixed meal priced contracts and non-use of the Meal 
Equivalency Rate. Nonprogram foods sales including catering, per 7 CFR 210.14(f)(3), 
must be processed through the nonprofit school food service account (for public schools 
this is also known as Fund 50). The language in the FSMC Fixed Meal Price contract has 
been misinterpreted, and as a result, FSMCs might not be processing nonprogram foods 
sales correctly.  

The Department of Public Instruction (DPI) is requiring all nonprogram food sales, 
including catering sales, which have not been processed through the nonprofit school food 
service account, to be reprocessed for the 2024-25 school year. The meal equivalency 
rate found in the awarded FSMC contract or renewals must be used.  

As result of the reprocessing of nonprogram food sales, the FSMC must refund the SFA 
the difference if the amount is less than what the FSMC has been paid or the SFA must pay 
the FSMC the difference if payment is due.  Going forward, all nonprogram food sales 
must run through the nonprofit school food service account.  As the nonprofit school food 
service account procured the foods and supplies, the revenue for those expenses must 
accrue to the nonprofit school food service account.   

The statement, in the FSMC Fixed Meal Price contract which references catering and fee 
structure, is specific to the establishment of the FSMC fees, not the billing for catering.   

Further language in the FSMC contract clearly defines the requirements for billing of 
nonprogram foods, which include catering.  It is stated in the FSMC contract, under Scope 
and Purpose, that “all income accruing as a result of payments by students and adults, 
federal reimbursements, and all other income from sources such as donations, special 
functions, catering, a la carte sales, vending, concessions, contract meals, grants, and loans 



 

 

Page 2 

shall be deposited daily into the SFA’s nonprofit food service account. Any profit or 
guaranteed return shall remain in the SFAs nonprofit food service account.” 

Additionally, under Payments and Costs, the contract describes how the FSMC shall bill 
for additional services such as banquets, parties, and refreshments for meetings as 
requested by the SFA. “The fixed per meal equivalent rate for nonprogram foods 
(including a la carte, vending, adult meals, contract meals, and catering) will be determined 
by the following: 

All nonprogram foods sales must run through the nonprofit school food service account. 
Total nonprogram food sales are converted to “meal equivalents” using the Meal 
Equivalency Rate (MER) and then billed to the SFA at the “Nonprogram Food Equivalents” 
rate from the Fixed Meal Rates in the base year contract or renewal. Noncompliance will 
require recalculation of SY nonprogram food sales and possible payment to nonprofit 
school food service account.  

If you have questions or concerns, email dpifsmc@dpi.wi.gov. 
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