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Excess Fund Balance
 Training Summary

Excess Funds Balances have grown 265% over the last 4 years.
These net cash resources are expected to be re-invested in the students. If the funds 
continue to accumulate and are not being used, then they are not helping anyone.

*POA = Plan of Action

School Year Timeline
March: Spend Down POA Preliminary Deadline
June 15th: Spend Down POA Final Deadline

         Carryover Extension Final Deadline
June 30th: Spend EFB by June 30th

Fiscal Year Timeline
June: Spend Down POA Preliminary Deadline
September 15th: Spend Down POA Final Deadline

          Carryover Extension Final Deadline
September 30th: Spend EFB by Sept. 30th

SweatmanB
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Invest in Advance!
Know if your desired investments are allowable costs and determine if they 
require prior approval from the Michigan Department of Education (MDE).

Participate in the Elimination of Reduced-Price Meal Category!
This program is available to ALL districts and allows for participating schools and institutions to offer meals at 

no cost to students who qualify for reduced-price benefits! School meals must still be claimed accordingly, but 
districts do not need to collect payment. In other words, only paid-eligible students will be charged for meals!

*N/A for CEP or Schools participating in Michigan School Meals (30d State Funding)

Allowable Costs

• Improved Food Quality
• Invest in the Breakfast Program
• Eliminate the Reduced Meal Price
• Food Service Equipment
• Cafeteria Tables and Chairs
• Point of Sales (POS) System
• Refresh Smallwares
• Hire Additional Food Service Staff or 
     Increase Wages
• Food Service Delivery Truck/Van

Unallowable Costs

• Transferring Funds Out of the NFSA
• Costs that Benefit Non-Food Service 

Programs
• Infrastructure Costs
• Contingency Fees
• Security Cameras or Systems
• Public Announcement Systems
• Air Conditioning
• Land Acquisition
• Covering the Meal Price of Paid 

Eligible Meals
• Covering Bad Debt and/or Negative

Balances
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The Three Processes for Equipment 
and Capital Outlay

eCFR :: 2 CFR 200.317 -- Procurements by States and Indian Tribes 

eCFR :: 7 CFR 210.21 – Procurement

Procurement Resources

❖ Regardless of the other 2 processes proper procurement must always be 
followed

❖ Required per eCFR :: 2 CFR 200.317 -- Procurements by States and Indian Tribes 
and eCFR :: 7 CFR 210.21 – Procurement

❖ Procurement Resources

Procurement 3

eCFR :: 2 CFR 200.407 -- Prior written approval (prior approval) 

eCFR :: 2 CFR 200.407 -- Prior written approval (prior approval) eCFR :: 2 CFR 200.439 -- Equipment and other capital expenditures

eCFR :: 2 CFR 200.439 -- Equipment and other capital expenditures

USDA SP39-2016

MDE Admin Memo #5-2021

❖ This is separate from the Spend Down Plan of Action
❖ If the item/project you want to purchase is not on the preapproved 

equipment list, this must be submitted for prior approval
❖ Required per eCFR :: 2 CFR 200.407 -- Prior written approval (prior 

approval) & eCFR :: 2 CFR 200.439 -- Equipment and other capital 
expenditures

❖ USDA SP39-2016
❖ MDE Admin Memo #5-2021
❖ Important: failure to get prior approval may result in an unallowable cost 

with serious financial implications.

Equipment/Other Capital Outlay Request Forms2

7 CFR Part 210.19(a)(1)

EFB Resources

❖ Equipment and Capital Outlay are common items on spend down plan of 
actions

❖ MDE approves these plans, but this does not meet the prior approval of 
equipment in the equipment request process if needed.

❖ Required per 7 CFR Part 210.19(a)(1)
❖ EFB Resources

Excess Fund Balance Spend Down Plan of Action 1

https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-D/subject-group-ECFR45ddd4419ad436d/section-200.317
https://www.ecfr.gov/current/title-7/subtitle-B/chapter-II/subchapter-A/part-210/subpart-E/section-210.21
https://www.michigan.gov/mde/services/food/procurement-and-contracts/resources
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRea20080eff2ea53/section-200.407
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRea20080eff2ea53/section-200.407
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.439
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.439
https://www.fns.usda.gov/cn/state-agency-prior-approval-process-sfa-equipment-purchases
https://www.michigan.gov/mde/-/media/Project/Websites/mde/Year/2021/02/08/Admin_Memo_No_5.pdf?
https://www.ecfr.gov/current/title-7/subtitle-B/chapter-II/subchapter-A/part-210/subpart-D/section-210.19
https://www.michigan.gov/mde/services/food/fiscal-admin/topics/equipment-and-excess-fund-balance
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How to Outrun a Snowballing EFB

Plan at least two years in advance.
Once you are on the EFB hamster wheel it's hard to get off. Even if you manage to spend 
down the previous year's EFB, another year's worth of EFB is in the making. If you do not start 
addressing the next year's EFB now, it will continue to snowball.

Start spending now!
However, you don’t have to wait until 
January to start spending down the 
excess funds. You can spend down the 
funds as soon as you know you have an 
EFB at year-end.

If equipment is listed on the Pre-
Approved Food Service Equipment List, 
these are allowable and pre-approved by 
MDE. 

However, if you want to purchase 
equipment or capital outlay items that 
are not listed on the Preapproved List 
you must request approval prior to the 
purchase. 

All equipment and purchases are 
required to follow the proper 
procurement requirements. Please follow 
the guidance in Admin. Memo #5 - 2021  

Purchases made from July through 
January can be included in the Spend 
Down Plan of Action when you complete 
it in January. Simply include the items you 
have already purchased and/or plan to 
purchase on the Spend Down Plan.

https://www.michigan.gov/mde/-/media/Project/Websites/mde/Year/2021/08/04/Pre-Approved_Food_Service_Equipment_List_8-4-21.pdf
https://www.michigan.gov/mde/-/media/Project/Websites/mde/Year/2021/08/04/Pre-Approved_Food_Service_Equipment_List_8-4-21.pdf
https://www.michigan.gov/mde/-/media/Project/Websites/mde/Year/2021/02/08/Admin_Memo_No_5.pdf
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Monitor Your Funds and Spending

Don’t wait!
If you know you will have an EFB, don't wait for 
the notification in January or February to put 
together and act on a Plan of Action to spend 
down those funds.

Develop your Plan of Action while taking into 
account not just the previous year's EFB, but 
the additional fund balance you are currently 
accumulating too!

Ask the Right Questions
• What Food Service investments will most benefit my students?
• Which of these best investments for the students are allowable costs?
• What other allowable costs could be beneficial?
• What are some investments to consider for the future?
• What steps are required to invest in these purchases?
• What's my timeline?

Consult with your Analysts
Do not hesitate to reach out to your program analyst or financial analyst to consult 
on how you can be proactive in reducing or avoiding an EFB!

Fiscal Monitoring Team

www.michigan.gov/mde-fast 517-241-5380 MDE-Fiscal@michigan.gov 

http://www.michigan.gov/mde-fast
mailto:MDE-Fiscal@michigan.gov


Office of Nutrition Services6

Submitting your POA

Carryover Extension Rules
• MDE expects sponsors to carry out the Spend Down Plan of Action as approved
• Ensure items on the plan that were approved for carryover are spent by the end of the 

additional year of the carryover period.
• There is no need to relist the items on the next year’s plan
• Use the optional resource available: EFB Spend Down Plan of Action Tracker

Common Findings
• Failure to submit a Spend Down POA.
• Failure to execute an approved Spend Down Plan.
• Failure to obtain MDE’s prior approval for equipment or other capital 

outlay requests.
• Repeat Excess Fund Balances year after year.

Consequences
• Districts will lose money over time.
• United States Department of Agriculture (USDA) requires that Federal reimbursements be reduced 

for School Food Authorities (SFAs) with repeated EFB Findings.
• There will be fewer funds to invest in the program for the children.
• There will be more burden on the administration.
• There will be no easy way to ‘go back’ and ‘fix’ the situation after the reductions happen.

Looking for more resources on EFB?

Equipment and Excess Fund Balance
https://www.michigan.gov/mde/services/food/fiscal
-admin/topics/equipment-and-excess-fund-balance

Contact us with questions!

517-241-5380 MDE-Fiscal@michigan.gov  

https://www.michigan.gov/mde/-/media/Project/Websites/mde/ohns/Fiscal/MDE-EFB-Plan-of-Action-Tracker.xlsx?rev=f470be29abd743b9aa51c75f8b67835c&hash=43BE872F8F8B575D75E51A65C2BB9425
https://www.michigan.gov/mde/services/food/fiscal-admin/topics/equipment-and-excess-fund-balance
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