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AGENDA FOR TODAY

• Welcome & Introductions
• The Resource Management Review 2014-2015

• The Resource Management Review vs. the Administrative Review
• Including known changes for 2014-2015 including important timelines
• What to expect Off-site vs. On-site

• What the Resource Management Review Covers (all topics include the most 
frequent findings from 2013-2014)
• Maintenance of the Non-Profit Food Service Account
• Paid Lunch Equity (PLE)
• Revenue from Non-Program Foods
• Indirect Costs

• Closing/Wrap Up/Parking Lot
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WELCOME & INTRODUCTIONS

• Bill Baldry, CPA (School Nutrition Programs, MDE)
• Resource Management Review Lead

• Other School Nutrition Staff in the Room
• Please introduce yourself including:

• Name
• School/Center
• Role within School/Center
• Most prominent question you hope to have answered today
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ADMINISTRATIVE REVIEW

The Healthy, Hunger-Free Kids Act of 2010 calls for a more effective 
and efficient review process:
• Consolidate the Administrative Review processes
• Incorporate school breakfast, the new meal pattern and dietary 

specifications, and performance-based reimbursement
• Implement a 3-year review cycle
• Provide for off-site monitoring approaches
• Provide effective training and ongoing technical assistance
• Regulatory authority:

• 7 CFR 210.14
• 2 CFR 225
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RESOURCE MANAGEMENT REVIEW

• In Michigan, the Resource Management (RM) review is separate
from the Administrative Review (AR) of your School Food Authority 
(SFA)
• 2 separate trainings

• 3 year cycle = more ARs than ever (320 in SY 2014-2015)
• ARs are now taking much longer than the previous review 
• 7.5 Program Analysts (ARs) but only 1 Financial Analyst (RMs)
• RM = more business office officials, less food service directors 
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MY SFA HAS BEEN SELECTED FOR A REVIEW, 
NOW WHAT?

Administrative Review Process

• Email from Program Analyst 
to set up call & provide tools 
& checklists

• Complete & return tools & 
checklists ASAP

• 2 week rule (prior to on-site)
• On-site review
• Submit any requested 

information ASAP

Resource Management Review Process

• Off-site questions:  complete 
& return ASAP

• 4 week rule (prior to AR)
• Determination of desk audit 

or comprehensive on-site 
review

• Submit the requested 
information ASAP
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WHY IS MONITORING RESOURCE MANAGEMENT
IMPORTANT?

• SFAs must account for all revenues & expenditures of their 
nonprofit school food service

• Ensures effective & consistent management of program resources
• Previously inconsistent & sometimes inadequate review processes
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RESOURCE MANAGEMENT – USDA GOALS

1. Maximize Resources
1. Off-Site assessment
2. Utilize Financial Management staff, when possible

2. Identify Weaknesses
1. Off-site risk tool
2. Corrective action, technical assistance and/or full review

3. State Flexibility
1. Minimum requirements
2. States may implement more detailed reviews
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THE RESOURCE MANAGEMENT REVIEW 2014-2015

• Known changes for 2014-2015
• No USDA Foods portion – moves to procurement
• Still required to conduct an annual reconciliation to ensure proper credits
• Updated wording for improved clarity
• Fewer off-site questions
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THE RESOURCE MANAGEMENT REVIEW 2014-2015

• Includes a risk assessment that gives MDE:
• The information needed to identify high-risk SFAs
• Incorporate a targeted review
• The latitude to review all or a portion of financial elements for low-risk SFAs

• This is a General Area, thus fiscal action is not required
• FNS encourages withholding program payments for repeated or egregious 

violations that are not corrected
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RESOURCE MANAGEMENT OFF-SITE TOOL

• Intended for completion prior to the on-site visit
• Goal of combining compliance/monitoring with technical assistance
• SFA has more time to provide information to MDE than on-site only
• MDE has more time to:

• review documents thoroughly
• conduct reviews more consistently
• provide ongoing technical assistance to the SFA

Identifies whether a Comprehensive On-Site Review or a 
Non-Comprehensive Off-Site Review is needed!
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MDE’S RM PROCEDURES

Pre-Visit/Off-Site
• Notify business official and food service director
• Initiate Off-site Assessment Tool
• Review SFA documentation & determine risk level (high/low)
• Obtain additional information as necessary
• Schedule on-site review as necessary

On-Site (high risk)
• Entrance Conference
• On-site Review
• Exit Conference
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STATE AGENCY RISK ASSESSMENT

• MDE assesses risk via “risk indicators”
• SFAs may receive a total of 0-6 risk indicators

• 0-2 risk indicators: technical assistance and/or 
corrective action where the risk was identified

• 3+ risk indicators: more comprehensive review 
(on-site) required
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RISK INDICATOR TOOL
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REVIEW APPROACH: TECHNICAL ASSISTANCE &
CORRECTIVE ACTION

• 1-2 risk indicators in monitoring Areas
• Further investigation of those areas
• Corrective Action and Technical Assistance documented
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COMPREHENSIVE REVIEW = ON-SITE

• 3 or more Risk indicators
• All Resource Management monitoring areas covered on-site

• Exception: If no indirect costs charged, no review of indirect costs 
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OVERVIEW OF THE RESOURCE MANAGEMENT 
REVIEW AREAS

• Maintenance of the Nonprofit School Food Service Account
• Paid Lunch Equity (PLE)
• Revenue from Non-Program Foods
• Indirect Costs
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MAINTENANCE OF THE NONPROFIT SCHOOL FOOD 
SERVICE ACCOUNT

• Overview
• 3 Components:

• Nonprofit School Food Service Account
• Net Cash Resources
• Allowable Costs

• Applying the Risk Indicator Tool

• Conducting the Comprehensive Review
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WHY ARE SFAS REQUIRED TO MAINTAIN A 
NONPROFIT SCHOOL FOOD SERVICE ACCOUNT?

• Maximize program benefits to enrolled students
• Federal funds must be used only for the operation and 

improvement of the school food service
• SFA Compliance with Regulations 7 CFR 210.14(a)
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NONPROFIT STATUS

• Nonprofit status does not require that the SFA operate at a break-
even or loss

• MDE must ensure that SFAs observe the regulatory limitations on 
the use of nonprofit school food service revenue

• Identify revenue excess or shortfall
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NET CASH RESOURCES: INTENT OF MONITORING

• Ensure appropriate use of funds to improve program operations 
and meal quality

• Prevent neglect and underfunding of key program functions
• Maximize the use and investment of Federal funds in program 

operations
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NET CASH RESOURCES: SCOPE OF MONITORING

• Calculate the SFA’s net cash resources
• Ensure compliance with net cash resources in excess of 3 months 

average expenditures
• Provide technical assistance to SFAs on how to spend down net 

cash resources in expeditious and prudent manner
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NET CASH RESOURCES
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NEXT STEPS

• Verify prior approval 
• Equipment
• Spend Down Plan

• Technical Assistance and Corrective Action
• Work with the SFA to identify opportunities to spend down its net cash 

resources
• Discuss SFA strategies to invest in program operations and improve service 

and meal quality
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PRACTICE TIME

SFA has from 2013-2014:
Total Current Revenues $1,596,325
Total Current Expenses                            $  894,670
Beginning Fund Balance                          $             0

Net Cash Resources                       $  701,645
3 months operating Expense

$894,670/9 = $99,407/operating month
$  99,407 x 3 = $298,221

In Compliance?   Yes   or   No
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MAINTENANCE OF THE NONPROFIT SCHOOL FOOD 
SERVICE ACCOUNT:  ALLOWABLE COSTS

• Intent of Monitoring
• Restrict the use of program 

funds to expenses that are 
reasonable, necessary, and 
otherwise allowable

• Federal funds must be used 
only for the intended 
program purposes

• Ensure SFA compliance with 
specific rules and 
regulations
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CLASSIFICATION OF COSTS AND EXAMPLES OF 
ALLOWABLE AND UNALLOWABLE COSTS
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ALLOWABLE COSTS: SCOPE OF MONITORING

• Test actual expenses for compliance with allowable cost 
requirements

• Identify and correct unallowable costs
• Ensure costs are adequately documented and treated consistently
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STEP 1: REVIEW THE MOST RECENT FULL YEAR 
STATEMENT OF REVENUES AND EXPENSES

• Verify that the statement of expenses includes all costs charged to 
the school food service account

• Ensure costs represent charges for actual expenses, not budgeted 
or projected amounts

• Select a sample of at least 10% of the expenses to test compliance 
and allowability

33



34



STEP 2: DETERMINE WHETHER SELECTED EXPENSES 
ARE ALLOWABLE

• Ensure costs are reasonable and necessary for specific program 
functions

• Use Appendixes A & B of 2 CFR 225 as guidance to determine if 
the cost is allowable

• Review actual invoices and receipts as necessary to verify 
compliance

• Identify unallowable costs
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IDENTIFY ALLOWABLE COSTS

• Food:
• Hamburger patties
• Regular soda

• Labor: 
• Food service assistant
• School secretary
• Moving expenses

• Other: 
• unpaid charges
• capital improvement
• school board dinner

• Allowable
• Food: hamburger patties
• Labor:  food service assistant

• Unallowable
• Food: regular soda
• Other:  unpaid charges

• Possibly Allowable
• Labor: school secretary
• Labor: moving expenses
• Other:  capital improvement
• Other:  school board dinner
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STEP 3: ENSURE ACCURATE AND SUFFICIENT 
SUPPORT DOCUMENTS ARE MAINTAINED FOR 

ALLOWABLE COSTS
• SFAs must meet documentation and recordkeeping requirements 

• (3 years plus current)

• Verify accuracy of cost documents
• Ensure records are adequate to support expense transactions
• Ensure expense records are supported with source documents such 

as cancelled checks, paid bills
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RM MOST COMMON FINDINGS FROM SY 2013-2014

• Unallowable expenses charged to program
• Commodity values need to be shown as revenue and expenses
• Varying revenue and expenses between statement of activity and 

Year End Report
• Net cash resources exceed three month average expenditures
• Food service account expenses need to be separate from all other 

programs
• Evidence of bad debt - large outstanding charge balances carried 

over each year
• Not conducting a year end review
• Not tracking adult meals or returning payments to account
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PAID LUNCH EQUITY (PLE)

• Intent of PLE: To ensure that paid lunch prices are sufficient to 
cover the costs of paid meals or otherwise provide enough funds 
to support paid meal costs

• Step one: Gather PLE documents from SFA.  
• Step two: calculate PLE 
• Step three: Verify SFA’s PLE calculation
• Step four: Determine if the SFA raised its paid lunch prices, if 

required
• Step five: Verify that the SFA submitted its most frequently 

charged paid lunch price
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RM MOST COMMON PLE FINDINGS FROM 13-14

• PLE tool not used to determine proper meal pricing
• Adult pricing too low
• Used PLE tool but did not comply with what tool indicated and did 

not request a waiver to not raise prices according to the PLE tool

48



ALLOWABLE & UNALLOWABLE NON-FEDERAL 
SOURCES IN SUPPORT OF PLE:

Allowable:
• Funds provided by organizations

Unallowable:
• Any in-kind contributions converted to direct cash expenditures
• Possibly unallowable:  Per-meal reimbursements for breakfast 

from states, counties, school districts and others
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REVENUE FROM NON-PROGRAM FOODS

• What are non-program foods?  Includes:
• A la carte items

• Milk, second entree

• Adult meals
• Items purchased with nonprofit school food service account funds for vending 

machines, fundraisers, school stores and for catered and vended meals

• Intent: all food sold in a school and purchased with funds from the 
nonprofit school food service must generate revenue at least equal 
to the cost of such foods

• Revenue from Non-program Foods risk indicators identify risk of 
noncompliance
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IN THE EVENT OF A
COMPREHENSIVE ON-SITE REVIEW

• Step one: Gather appropriate documents.  Information needed:
1. Food costs of reimbursable meals;
2. Food costs of non-program foods;
3. Revenue from non-program foods;
4. Total revenue

The MDE reviewer will check that the SFA included all appropriate 
non-program food revenues and costs in its figures
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STEP TWO: DETERMINE COMPLIANCE WITH NON-
PROGRAM FOOD REVENUE AND COSTS

Check Non-program Food Revenue Tool or alternative mechanism
1. Additional documentation that details how the SFA assessed its 

compliance with the Revenue from Non-program Foods 
requirements
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STEP THREE: REVIEW ADULT MEAL PRICES

• Adult meal prices should include the value of any USDA 
entitlement and bonus donated foods used to prepare the meal

• Must also include sales tax
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RM MOST COMMON FINDINGS FROM SY 2013-2014 
AND BEST PRACTICES

• Not utilizing the full commodity value received
• Adult pricing too low
• Non-program food revenues are not being separated from program foods
• Non-program foods priced too low/Did not use non-program revenue tool
• Costs of non-program foods undeterminable
• Non-program food cost not separated from program food cost
• Did not have a sufficient process in place to accurately and thoroughly 

assess compliance with revenue from non-program foods
• Not all revenues are being recorded
• Unallowable expenses charged to program
• Commodity values need to be shown as revenue and expenses
• Varying revenue and expenses between statement of activity and year end 

report
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INDIRECT COSTS

• Statutory Authority:
• Healthy, Hunger-Free Kids Act [Section 307(a)]

• FNS Guidance:
• Policy Memo SP 41 - 2011 – Indirect Cost Guidance

• Regulatory Authority:
• 2 CFR 225 (OMB Circular A-87) Cost Principles for states and local 

governments

• Intent of Monitoring
• Ensure SFAs are correctly determining if their costs are allowable, allocable 

and appropriately charged as a direct or indirect cost.
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DIRECT AND INDIRECT COSTS

Direct costs - Incurred specifically for a program or other 
cost objective; clearly identifiable.

Indirect Costs - Incurred for the benefit of multiple 
programs, functions, or other cost objectives; not readily 
identifiable. Costs that cannot be exclusively attributable to 
the SMPs should generally be treated as indirect costs.
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BACKGROUND

Direct Costs

• Wages & salaries of food 
service workers

• Cost of food purchased
• Food service supplies
• Promotional/marketing 

materials for food service
• Food service equipment 

purchases

Indirect Costs

• Payroll services
• Human resources
• Workers’ compensation
• Electricity
• Gas
• Sewer
• Trash
• Superintendent’s Office
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NEW INFORMATION – HOT OFF THE PRESSES

• The current format is going away
• New format will be much more simplified
• New format will not be available until late October
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INDIRECT COST RATE

• Approved by MDE for SFAs on an annual basis (10% max for 
nonpublic schools)

• The indirect cost rate is applied to the direct cost base, which is 
the sum of allowable costs (Year End report expenditures sub 
total)

• Resource is FNS Indirect Cost Guidance (SP 41-2011)
• MDE may  cover  this area on or off site
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OTHER CALCULATION METHODS…

• Can also use GL summary but must back out all unallowable items 
(food, capital outlay, contracts > $25,000)
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INDIRECT COST: COMPREHENSIVE REVIEW

• Information needed for review:
• Financial statements Chart of accounts
• Accounting records- prior year’s retroactive billing and accounting records
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RM MOST COMMON FINDINGS FROM SY 2013-2014

• Indirect cost calculated improperly
• Indirect costs charged were not consistent
• Indirect cost calculations not available
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QUESTIONS??

• Parking lot
• What additional questions do you have?
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TELL US WHAT YOU THINK

• Evaluations – please complete both sides
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THANK YOU FOR JOINING US

Please contact us if you have further questions

• Bill Baldry, Resource Management Review Lead
• 517-373-6389
• BaldryW@michigan.gov

• School Nutrition Programs Unit:
• 517-373-3347
• MDE-SchoolNutrition@michigan.gov
• www.michigan.gov/schoolnutrition

• Scroll under “compliance” and choose “Resource Management”
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