Meal Charging Policy

Anytime the district has imposed a policy on the food service as an unallowable cost, the district is required to refund the food service account for the imposed debt.  The district may not establish a policy in which they impose debt on a federal program with no method to pay back the debt.  The district is required to return the debt funds in district closeout documents.   When a financial finding has been identified such as this, as part of the Corrective Action, the bureau must receive a copy of the transfer of funds document and a copy of the newly developed policy which does not expose the food service operations to unsecured debt obligations.
Food Service debt must be recovered annually; waiting until a student graduates is not effective debt management for food service.  This practice forces food service to be without those earned funds for, potentially, years and/or the complete loss of those earned revenues because of dropout, transfer or suspensions.  An approved practical method to resolve this is to pay the outstanding debt obligations of students annually as a transfer from general or other funds, and to put any subsequent recovered funds received by the district back into the general fund.  At the time of transfer, the debt would belong to the district rather than the food service account. 

Critical federal regulatory point of reference:

The Federal Office of Business and Management (OMB) Cost Principles for State, Local, and Indian Tribal Governments is the official federal regulations for National Child Nutrition Program funds. These regulations are found at the website listed below.  

http://www.whitehouse.gov/omb/circulars_a087_2004#5
Attachment A- General Principles for Determining Allowable Costs; and Attachment B- Selected Items of Cost
5. Bad debts. Bad debts, including losses (whether actual or estimated) arising from uncollectable accounts and other claims, related collection costs, and related legal costs, are unallowable.

Whether bad debt occurs by policy or by practice, it is not an allowable expense.  Regardless of the skill of the food service personnel to keep revenue balances in the “black” or the “red”, when they are asked to work for no fund return, or asked to provide their service for free, the federal program suffers.  

As a second federal regulatory point of reference:

The food service shall limit net resources to an amount that does not exceed 3 months average expenditures (7CFR 210.14 (b)). If more than three months of net resources are available, then a plan of action must be implemented to expend these funds for the benefit of the meals program only.  These planned expenditures can be; kitchen or cafeteria equipment (anything over $5,000 must be pre-approved by this office), staff salary increase, professional development and training opportunities for staff, small wares equipment, newsletter software, Point of Service soft and hardware, nutrition education materials/curricula, purchase and serve more fresh fruits and vegetables, increase quality of meals, consider wellness team recommendations as they relate directly to food service.    
Technical Assistance: The FS operation may not incur debt whether they are running in the red or the black. Meal debt may not be carried over year to year by students; the food service operation must be reimbursed by another fund on an annual basis; at which point the meal debt belongs to the school district. The SAU is in a position that they can decide to hold student diplomas, utilize small claims court etc. to recoup outstanding meal debt.

TA: Meal Charging Guidance NH DOE, 2012
