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First…..some definitions

1. Net Cash Resources

2. Nonprofit school food service

3. Revenue

 

There are many financial requirements 
when dealing with the Federal Child 
Nutrition Programs. It is your 
responsibility as the sponsor to know 
and understand these rules. In this 
presentation we are going to break 
down the rules from several different 
sources and put them into one useful 
presentation. 
 
First, let’s define net cash resources, 
nonprofit school food service, and 
revenue. 
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1. Net Cash Resources

• All money that has been received or 
accrued to a SFA’s nonprofit food service 
at any given time, less cash payable.

• These can include:
– Cash on hand

– Cash Received

– Earnings on Investments 
• interest earned on food service fund, whether it is 

pooled with other funds or not

– Cash on deposit and the value of stocks

– Bonds or other negotiable securities

Ref. 7 CFR 210.2  
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2. Nonprofit School Food Service

• All food service operations conducted by 

the SFA principally for the benefit of 

school children, all of the revenue from 

which is used solely for the operation or 

improvement of such food services.

Ref. 7 CFR 210.2
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3. Revenue

• Means all money received by or accruing 
to the nonprofit school food service, 
including but not limited to:

– Children’s payments

– Earning on investments

– Other local revenues

– State revenues

– Federal cash reimbursements

Ref. 7 CFR 210.2

 

Please note that children’s payments, 
ala carte, catering, etc. become part of 
the non-profit food service fund if ran 
by the food service program. 
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When you signed an agreement 

with ODE CNP, you agreed to:

• Maintain a nonprofit school food service and 
observe limitations on the use of school food 
service revenues set forth in 210.14 and 
limitations on any competitive school food 
service set forth in 210.11

• Limit net cash resources to an amount that 
does not exceed 3 months average 
expenditures for its nonprofit school food service 
(210.19)

• Maintain a financial management system as 
prescribed in 210.14 (c)

• Comply with the requirements of the 
regulations regarding financial management (7 
CFR 3016 public schools, 7 CFR 3019 private 
non-profits)  

When you signed an agreement with 
us, you agreed to: 
 
 
 
Sponsors are required to sign an 
agreement with us before they can 
participate. 
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• 7 CFR 3016 and 3019 state that food service 

funds may be used only for allowable costs.

• Organizations in the Federal government have 

principles for determining allowable costs. Those 

that affect child nutrition programs are Office of 

Management and Budget (OMB) circular A-87 for 

public schools and A-122 for private non-profits.

• Costs must be:
– Necessary 

– Reasonable 

– Allocable 

– Not prohibited by local or state laws

– Be consistent with policies that apply to both Federal awards and other 

activities of the sponsor

– Be given consistent treatment. A cost may not be assigned to a Federal 

award as a direct cost if any other cost incurred for the same purpose 

has been allocated to the Federal award as an indirect cost. 

 

7 CFR 3016/19 state that food service 
funds may only be used for allowable 
costs that are: 
 
• Necessary. Meaning would you be 

paying for this anyway? If it’s not 
necessary than the cost is not 
allowable.  

• Reasonable. Would a prudent 
person would opt to incur  this in 
like             

        circumstances? 
3. Allocable, is it directly  chargeable 

or assignable to the program? 
4.  Not prohibited by any other laws. 
5. Be consistent with policies that 

apply to both federal awards and 
other activities of the sponsor,  

6.  Be given consistent treatment. A 
cost may not be assigned to a 
Federal award as a direct cost if any 
other cost incurred for the same 
purpose has been allocated as an 
indirect cost.  

 
We’ll talk more about indirect costs in a 

few slides. 
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Examples of Allowable Costs from OMB 

Circulars 87 and 122 :

• Food purchases

• Labor

• Cleaning

• Food Service Equipment and Supplies

• Training Supplies

• Food service related meetings/travel

• Memberships to food service related 
publications

• Rental of non publically owned facilities required 
for food service

• Computer/technology used exclusively for food 
service.

 

Here are some examples of allowable 
costs from OMB Cost Circular A-87 and 
A-122: 
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More allowable costs :

• Custodial used only for food service program

• Utilities when accounted for on a separate meter 

from the rest of building

• Advertising

• Promotional Materials

• Automotive equipment/maintenance 

used only for food service department. 

• Printing/Copying for food service dept.

• Food service employee meals
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Expenditures from OMB 

Circulars 87 and 122:
• Bad Debt-This means student charges-district non-

food service funds must re-pay food program for 
these debts. 

• Food service program funds may not be used to 
purchase land, acquire or construct buildings or 
make alterations to existing buildings that materially 
increase the value of capital assets. Paint and 
decorations are okay.

• Contributions or donations.

• Entertainment, amusements, social activities.

• Interest on borrowing.

• Rent or usage fees for program sponsor owned 
facilities.

• Cafeteria monitors. School food service funds may 
not be used to pay salaries of monitoring.

 

Here are some examples of non-
allowable expenditures: 
 
 
It is advised that sponsors implement a 
charging policy. Child Nutrition Funds 
cannot be used to pay for student 
charges, if a district chooses to absorb 
student charges they must be paid for 
with non-food service funds. This will 
be checked as part of the CRE review. 
 
 
 
 
 
 
 
The question you always have to ask is 
“is this cost ordinary and necessary for 
the operation of the child nutrition 
program?” In the case of cafeteria 
monitors, they would be required to 
supervise children even if the Federal 
Child Nutrition Program was not there 
so they are not allowable.  
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my program?
• Direct Costs= Costs incurred for a specific purpose 

and can be identified with a specific program and are 
charged directly to the program. 
• i.e. salaries, food, equipment, etc.

• Indirect Costs= Costs that are not easily identified with 
a specific program as multiple programs benefit from 
these costs. 
• i.e. payroll clerk, accounting, utility costs, shared maintenance 

costs, etc.

• Cost are not always direct or indirect, rather it is the 
way the sponsor is charging them to the program. 
• i.e. one sponsor charges the entire food service phone bill as an 

indirect cost to the program while another picks out the long 
distance calls and assigns them as a direct cost to the program.

Don’t you 

wish?
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•All costs should be charged as direct costs. But an 
indirect cost rate is an acceptable alternative. 

•Indirect cost rate is a way for determining the 
proportion of indirect costs a federal program should 
be charged, i.e. Food Service, Title 1, etc. 

•Example of Formula (from a district budget)

Indirect Costs: $14,018,325.22

Direct Costs: $124,016,300.77

$14,018,325.22 / $124,016,300.77 

=Indirect Cost Rate of 11.304%

•Reminders:
•Indirect cost rate can only be approved by ODE. Cannot 
charge a higher rate than what is approved.
• All activities in a district that benefit from the indirect costs 
must receive an appropriate allocation of indirect costs 
through the rate, not just food service. 
•Anything that was included in the indirect cost rate cannot 
then be charged to the program as a direct cost.
•Indirect costs can only be recovered through an indirect 
cost rate.

Don’t confuse 

direct costs with 

indirect. Some 

use the term 

“indirect” to 

identify costs like 

custodial and 

utilities which are 

actually being 

charged as a 

direct cost.

 

Here is an example of an indirect cost 
formula, please note there is more to it 
than this but gives you an idea of how it 
is derived.  
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•Federal programs often have a required match of 

state funds to receive federal funds. 

•USDA calculates the total match amount which is 

30% of the base reimbursement (section 4 funds) 

received by the state on all lunch meals beginning 

with the July 1, 1980 school year. 

•If the per capita income of any state is less than 

the per capita income of the U.S., the matching 

requirement shall be decreased by the percentage 

by which the State per capita income is below the 

per capita income of the U.S. 

•In Oregon, ODE-CNP prorates the match to each 

school district receiving state school funds based 

on the lunches claimed for reimbursement the 

previous year. The districts then move the money 

to the school food services fund. 

•If there are no state funds for the match, then 

Oregon can not participate in the National School 

Lunch Program. 

How does it work? 

Please note- the state match does not apply to private non-profits
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Why is there so much financial 

regulation? Shouldn’t we be able to 

use the money how we see fit?

• These regulations 

are intended to 

ensure taxpayer 

funds are used solely 

for the benefit of child 

nutrition programs.

 

 

 


