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Administrative Review

Section 3

Resource Management

Training

1  

Welcome to the training on resource 
management.  This is section 3 of a 6 
part administrative review training 
series. During this section we will be 
discussing how resource management 
is evaluated during the administrative 
review to assist sponsors in being 
successful. 
 
We understand that you may have 
many questions regarding resource 
management, and we will continue to 
develop future trainings and other 
resources for sponsors based on 
information and issues that arise during 
our reviews.  
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• Fosters a healthy nutrition environment which 

encourages universal participation

• Accurate meal counting and claiming

• Accurate eligibility determination

• Fiscally sound program

Sponsor Success

2  

We understand how one measures 
success may vary within each 
organization.  
 
As a state agency we have identified 
four key indicators of a successful 
program. The administrative review 
process is designed to foster 
collaborative compliance to ensure 
each sponsor 
 
• Fosters a healthy nutrition 

environment which encourages 
universal participation 

• Has systems that support accurate 
meal counting and claiming 

• Has trained staff that make eligibility 
determinations with a high rate of 
accuracy 

and 
• Has a fiscally sound program with 

minimal contributions of other funds  
 
 



 

Slide 3 Administrative Review Structure
Section 1 Section 2 Section 3 Section 4 Section 5

Access & 
Reimbursement

• Eligibility 
Determination

• Benefit Issuance

• Verification

• Meal Counting,
Claiming and 
Reimbursement

Nutritional
Quality/Meal 
Pattern

• Meal 
Components

• Offer versus 
Serve

• Dietary 
Specifications 
and Nutrient 
Analysis

Resource 
Management

• Nonprofit 
School Food 
Service 
Account

• Paid Lunch 
Equity

• Revenue from 
Non-program 
Foods

• Indirect Costs

• USDA foods

General Program 
Compliance

• Civil Rights

• On-site 
Monitoring

• Local Wellness 
Policy

• SMART Snack 
(Competitive Foods)

• School Meal 
Environment 

• Water

• Food Safety

• SBP & Summer 
Meals 
Outreach

• Record Keeping

Other Federal 
Program Reviews

• Afterschool 
Snack Program

• Seamless 
Summer 
Option

• Fresh Fruit and 
Vegetable 
Program

• Special Milk 
Program

3  

The Administrative Review process has 
been organized into five monitoring 
sections: 

• Access and Reimbursement  
• Nutritional Quality/Meal 

Pattern  
• Resource Management  
• General Program Compliance  
and  
• Other Federal Programs 
 

You can see here that within each 
monitoring section there are several 
modules, each of which addresses a 
specific review area.   
 
For each module there are both off-site 
and on-site activities these will occur 
before, during, and after the assigned 
specialist is on site. 
 
This process allows for the most 
efficient collection, submittal and 
analysis of data and information for a 
given review area. 
 
Today we will review section 3, 
Resource Management.  
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Why Is Monitoring 

Resource Management Important?  

• Balancing financial pressures

• Evaluate financial health of program

• Ensure effective management of program 

resources

• Provide technical assistance

• Deliver maximum benefits

to students

4  

As we’re all aware, the financial 
pressures on Sponsors are numerous 
and significant.  Sponsors must provide 
nutritious, well-balanced meals in an 
efficient and effective manner to all 
students.  Oregon Department of 
Education Child Nutrition Programs, 
shortened to ODE CNP for the rest of 
this presentation, is required by 
regulation to evaluate the overall 
financial health of sponsor’s nonprofit 
school food service during the resource 
management section of the 
Administrative Review.  The goal is to 
insure effective, efficient and 
consistent management of program 
resources, while maintaining a system 
that documents all revenues and 
expenses of the nonprofit school food 
service account.  
 
The assigned specialist will provide 
technical assistance during this process 
to help sponsors manage their 
foodservice resources effectively to 
deliver maximum benefits to students. 
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Resource Management: 

4 Areas

• Maintenance of the nonprofit school food 

service account  

• Paid lunch equity

• Revenue from non-program foods

• Indirect costs 

5  

The four monitoring areas of Resource 
Management that will be reviewed are: 
• maintenance of a nonprofit school 

food service account, which includes 
net cash resources and allowable 
costs  

• paid lunch equity 
• revenue from non-program foods 
• And Indirect costs 
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Resource Management

Offsite Assessment Tool

• Questions 700 - 712

- School food service account

- Net cash resources 

- Paid lunch equity 

- Revenue from non-program 

foods 

- Indirect costs

6  

 
Resource Management uses a risk 
based approach.  Information about the 
sponsor’s current resource 
management policies and procedures is 
collected on the Off-site Assessment 
tool which every sponsor receives, 
completes, and returns in advance of 
their Administrative Review.  The 
answers to these questions and other 
known factors are entered into a 
Resource Management Risk Indicator 
Tool by ODE CNP.  This tool is used to 
forecast or assess situations that may 
result in non-compliance. 
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Areas Assessed for Risk Factors:

1) Enrollment of 40,000 or more

2) Financial findings from the last three years

3) Maintenance of the Nonprofit School Food 

Service Account

4) Paid lunch equity

5) Revenue from non-program foods

6) Indirect costs

7  

There are six areas considered during 
the Risk Assessment.  If ODE CNP 
identifies risk factors in at least three of 
the six areas, a comprehensive resource 
management review will be necessary.  
Additionally, if the Offsite Assessment 
Tool is not returned to ODE CNP by the 
October 3, 2014 deadline, a 
Comprehensive Resource Management 
review is mandatory.  
 
Regardless of how many risk indicators 
are triggered in any one area of the 



Resource Management Risk Indicator 
Tool, only one indicator per area is 
counted towards a sponsor’s overall 
risk assessment.  One risk factor will be 
assigned for sponsors with enrollment 
of 40,000 or more, and one risk factor 
will be assigned if there have been any 
financial findings during audits in the 
last three years. The specific risk factors 
for the remaining areas will be outlined 
in each subsequent section of this 
presentation. 
 
Please note that even if less than three 
risk factors are identified, ODE CNP may 
still choose to complete a 
comprehensive resource management 
review if ODE CNP determines that 
further review is warranted. 
 
 
 

Slide 8 

Oregon Department of Education – Child Nutrition Programs

• Provide documentation for all Resource 

Management areas

• Corrective action/technical assistance 

provided

• Fiscal action possible

8

Comprehensive Resource 

Management (CRM) Review

 

During a comprehensive review, ODE 
CNP will request additional 
documentation to determine if the 
Sponsor is in compliance with 
regulations and requirements 
pertaining to Resource Management.  
This may include profit and loss 
statements, balance sheets, general 
ledgers, invoices, receipts and other 
records.  The detailed review will 
require the assigned specialist to delve 
deeper into the Sponsor’s Resource 
Management processes to identify 
violations and opportunities for 
improvements.   
 
Corrective action is required and 
technical assistance may be provided 
for any Resource Management areas in 
which the Sponsor is found to be 
noncompliant.   
 



Program payments may be withheld in 
whole or in part until the Sponsor 
implements sufficient corrective action. 
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1. Maintenance of the 

Nonprofit School Food Service 

Account
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Remember there are four monitoring 
areas that fall under Resource 
Management.   
 
Let’s start with Maintenance of the 
Non-Profit School Food Service 
Account.  
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Why Do We Require Sponsors To 

Maintain A Nonprofit School Food 

Service?  

• Federal funds only for 

- Operation

- Improvement of the school food service 

• Maximize program benefits to enrolled 

students

10  

Why do we require sponsors to 
maintain a nonprofit school food 
service?   The purpose for this key 
structure is to ensure that Federal 
funds are used only for the operation 
and improvement of school food 
service. Removing for-profit motives 
from program operations maximizes 
program benefits and helps sponsors to 
use limited funding resources for the 
improvement of school meals.    
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Nonprofit School Food Service: 

Important Facts

• Nonprofit is not necessarily 

- Loss

- Break even

• Observe limitations on use of revenue

• Identify revenue excess or shortfall

11  

To maintain a nonprofit status, the 
Sponsor’s annual revenue and expense 
statement does not have to show a 
financial loss or even be break-even. It 
is important to ensure that program 
revenues are used only for authorized 
purposes such as food, equipment, and 
labor and not used for capital 
purchases like land, buildings or other 
unallowable expenses.  
 
To determine the nonprofit status, the 
Sponsor must utilize and document an 
annual process to track expenses and 
revenues that identifies revenue excess 
or shortfall.  
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Components of the Nonprofit 

School Food Service Account
• Sponsor accounting system:

– Total Revenues 

– Total Expenses

– Net Cash Resources

12  

Maintenance of the Nonprofit School 
Food Service Account has 3 
components:  

 
Sponsors must have a financial 
management system for the 
school food service fund that 
properly tracks, controls, and 
records all expenses and 
revenues.  The system must 
allow the sponsor to report 
accurate financial information 
and provide backup 
documentation as required by 
regulation.  
 
Documentation to prove the 
financial system meets this 
requirement may include the 
statement of revenues and 
expenses, a general ledger, or 
other similar documents.   
 
Total Revenues will include: 
meal payments, earnings on 



investments, state revenues (i.e. 
reimbursements and state 
match), federal cash 
reimbursements and other local 
revenues.  
 
The sponsor’s Operating 
Statement or Statement of 
Activities from the most 
recently completed fiscal year 
will be used to identify Total 
Revenues less Total Liabilities to 
determine Net Cash Resources.  
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Components of the Nonprofit 

School Food Service Account

• Net cash resources

– 3 month limit

• Allowable costs

13  

 
2. Net cash resources must not 
exceed 3 months’ operating 
expenses 

If the Sponsor is not in 
compliance with the net 
cash resources 
requirements and allows 
its net cash resources to 
accumulate excessively, 
ODE CNP must provide 
technical assistance and 
require corrective 
action.  

 
3. Only allowable costs may be 
paid through the school food 
service account.   USDA defines 
allowable as used only for the 



operation and improvement of 
the school food service. Further 
guidance is available on the ODE 
CNP School Nutrition Program 
Financial Management 
webpage.   If indicated, the 
comprehensive review of 
allowable costs will be 
conducted on-site.  
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Allowable Costs: 

• Meet the regulatory requirements of

- Reasonable

- Necessary

- Allocable

• Federal funds only for the intended program  

purposes    

14  

What is the purpose of monitoring 
allowable costs? To restrict the use of 
program funds to expenses that are 
reasonable, necessary, and otherwise 
allocable.  Allocable costs are those 
that have been incurred solely to 
support or advance a specific program, 
in this case food service.   
 
Federal funds can only be used for the 
intended purposes as broadly classified 
in government-wide and program 
specific rules and regulations.  Please 
utilize the available resources on the 
ODE CNP Financial Management 
webpage to review these rules and 
regulations. The next slide illustrates 
the regulatory requirements for 
allowable costs: 
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Resource Management

Classification of Costs

Allowable costs

• Salaries & wages

• Travel

• Training and staff 
development

• Meetings and 
conferences

• Printing and 
publications

• Food  service or 
business supplies

Allowable costs 
with prior ODE 
CNP approval

• Capital expenditures 
(equipment purchases, 
etc.)

Unallowable costs

• Alcoholic beverages

• Entertainment

• Costs of general 
government 
lobbying

• Contribution to 
contingency funds

• Bad debts

15  

Regulations classify costs in three 
categories: allowable, allowable with 
prior ODE CNP approval, or 
unallowable.  The following are limited 
examples, and not exhaustive. 
 
 Examples of Allowable costs: 

Salaries & wages 
Travel 
Training and staff development 
Meetings and conferences 
Printing and publications 
Food  service or business 
supplies 
 

An example of Allowable costs with 
prior ODE CNP approval : 
 

Capital expenditures 
(equipment purchases, etc.) 
over $5,000 
 
 

Examples of Unallowable costs: 
 

Alcoholic beverages 
Entertainment 
Costs of general government 
lobbying 
Contribution to contingency 
funds 
Bad debts, such as unpaid meal 
balances for paid students 
Purchasing buildings or land 
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Nonprofit School Food Service  

Account Risk Factors:

• Annual determination of nonprofit status

• Year-end expenses in excess of revenues

• Transfer out of account for other operations

• Measure of net cash resources below three 

month’s expenses

• Record maintenance

16  

A risk factor in the area of Nonprofit 
School Food Service Account will be 
assigned for any of the following.  
•Failure to conduct a year-end review 
of revenue and expenses to determine 
non-profit status 
•Year-end expenses in excess of 
revenues 
•Funds transferred out of the food 
service account for other operations 
•Failure to measure if net cash 
resources remained below three 
month’s average expenses – in Oregon, 
this is accomplished with the Annual 
Financial Report submitted in CNPweb. 
•Failure to maintain records 
documenting compliance with the 
three month’s net cash resource limit 
 
As a reminder, if three out of the six 
areas reviewed have at least one risk 
factor, a comprehensive review will be 
required. 
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2. Paid Lunch Equity
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Our next area of focus is the area of 
Paid Lunch Equity, also known as the 
PLE. 
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Paid Lunch Equity

(PLE)

• Included in the Healthy, Hunger-Free Kids Act

• Relates only to paid student reimbursable 
meal prices

• Intent of PLE Tool: 

- Cover the costs of meals

- Equity of program contribution 

- Sponsor flexibility

18  

Prior to the passage of the Healthy, 
Hunger Free Kids Act of 2010, there 
were no statutory or regulatory 
requirements for Sponsors in 
establishing prices charged to paid rate 
students for reimbursable meals. 
USDA’s research showed that the 
revenue received by schools for paid 
meals is often too low to cover the cost 
of those meals, effectively shifting 
federal subsidies designed for the 
lowest income children to less needy 
students. 
 
Requiring Sponsor’s to price paid meals 
at an amount that covers their costs 
will help ensure that over time, the 
appropriate additional revenues are 
provided to the nonprofit school food 
service account, which will benefit all 
students regardless of income. 
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Paid Lunch Equity

Corrective Action
• Incorrect calculations 

• Not following pricing

• Not transferring funds 

• Utilizing unallowable non-federal sources 
of revenue 

Technical Assistance 
• Identifying allowable non-federal sources 

of revenue

19  

If the assigned specialist identifies any 
problems with a Sponsor’s activities 
surrounding the Paid Lunch Equity 
process, they must require corrective 
action.  For example, corrective action 
will be needed for: 
 

Incorrect Paid Lunch Equity tool 
calculations.  Information used in 
the Paid Lunch Equity tool comes 
from CNPweb, based on October 
actual claims.  In some instances, 
that information will not be 
accurate.  The sponsor is 
responsible to verify price point 
information and make corrections 
if needed.  For instance, a single K-
8 site may have a K-5 price of $2.00 
and a 6-8 price of $2.50.  CNPweb 
only allows one meal price per site.  
This would lead to inaccurate Paid 



Lunch Equity calculations, and the 
sponsor would re-calculate 
accordingly.  
  
Another are requiring corrective 
action is not following through on 
the previous year’s PLE action.  If 
last year’s PLE showed a need to 
increase paid student contribution, 
the sponsor will have indicated 
their intention to increase paid 
lunch price, transfer funds from 
non-federal sources, or a 
combination of the two.  The 
assigned specialist will look for 
documentation of this being done.   
 
Corrective action will also be 
required for utilizing unallowable 
non-Federal sources of revenue. 
ODE CNP can provide technical 
assistance in identifying allowable 
sources for covering paid meal 
costs. 
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Paid Lunch Equity Risk Factors:

• Not using the Paid Lunch Equity Tool

• Not increasing paid lunch prices as required

• Using non-federal funds

• Lack of reporting

20  

A risk factor in the area of Paid Lunch 
Equity will be assigned for any of  
following: 
 
•Not using the Paid Lunch Equity Tool 
•Not increasing paid lunch prices as 
required 
•Using non-Federal funds to support 
paid lunch prices 
•Failing to submit paid lunch price 
information to ODE CNP 
 
 
As a reminder, if three out of the six 
areas reviewed have at least one risk 



factor, a comprehensive review will be 
required. 
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3. Revenue from Non-program 

Foods
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Our next area of focus for Resource 
Management is revenue from non-
program Foods. 
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Revenue from Non-program Foods

• Included in the Healthy, Hunger-Free Kids 

Act

• Intent: Ensure federal funds are not 

subsidizing nonprogram foods

- A la carte items

- Adult meals

• Nonprogram Food Revenue Calculator

22  

Section 206 of the Healthy, Hunger-
Free Kids Act requires that, with the 
exception of food for reimbursable 
meals, all food sold in a school and 
purchased with funds from the 
nonprofit school food service account, 
such as a la carte or adult meals, must 
generate a proportion of revenue at 
least equal to the proportion of cost of 
such foods.  The act also requires that 
all revenues from the sale of non-
program foods accrue to the school’s 
nonprofit school food service account. 
 
This does not include purchases on 
behalf of non-foodservice organizations 



or departments that are invoiced for 
those items.  A guidance memo has 
been issued by USDA, and is available 
as a resource with this training.  
 
Requiring Sponsor’s to secure sufficient 
revenues from the sale of non-program 
foods to cover their costs will help 
ensure that over time, the appropriate 
additional revenues are provided to the 
nonprofit school food service account 
and will benefit all students regardless 
of income. 
 
A non-program food revenue calculator 
is available on the ODE CNP financial 
management webpage for sponsors to 
use to determine if they are in 
compliance and if steps may need to be 
taken to avoid findings during review. 
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Revenue from Non-program Foods 

Risk Factors:

• Not using the Revenue from Non-program 

Foods Tool

• Revenues and Expenses not in proportion 

23  

A risk factor in the area of Revenue 
from Non-Program Foods will be 
assigned for any of the following: 
 
•Not using the Revenue from Non-
program Foods Tool 
•Proportion of total revenue from non-
program foods is less than the 
proportion of total costs of non-
program foods 
 
As a reminder, if three out of the six 
areas reviewed have at least one risk 
factor, a comprehensive review will be 
required. 
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4. Indirect Costs

24  

Now we’ll move on to the Indirect Costs 
portion of Resource Management.  
Why is understanding indirect costs and 
applying them correctly important?  To 
safeguard the limited funds of the 
nonprofit school food service account.  
 
 
 

Slide 25 

Oregon Department of Education – Child Nutrition Programs

What are Indirect Costs?

• Site or Sponsor-wide services 

• Benefit multiple programs

• Administrative overhead

- Fringe Benefits

- Accounting

- Payroll

- Purchasing

- Facilities Management

- Utilities

25  

Indirect costs are those expenses that 
benefit multiple programs.  They 
cannot be readily identified with a 
particular program or other cost 
objective and therefore cannot be 
100% a food service expense. ODE 
approves indirect cost rates for 
sponsors to use to determine what 
percentage of those expenses can be 
attributed to the nonprofit school food 
service account.  
 
The Healthy, Hunger-Free Kids Act 
requires USDA to issue guidance to 
Sponsors about indirect costs, including 
allowable indirect costs that may be 
charged to the nonprofit school food 
service account.  In addition, the law 
also requires USDA to conduct a study 
to assess the extent to which sponsors 
pay indirect costs, the allocation of 
indirect costs, the methodologies used 
to establish indirect cost rates and the 
impact of indirect costs on sponsor’s 
nonprofit school food service account. 
 
In 2011, USDA issued the Indirect Cost 
Guidance Manual and guidance memo 
to provide sponsor’s more information 
to ensure the nonprofit school food 



service account funds are limited to 
those expenses that are reasonable and 
necessary to provide quality meals for 
the National School Lunch Program and 
School Breakfast Program.   
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Indirect Costs Risk Factors:

• Charging the food service account for 

indirect costs

• Charging indirect costs at a rate not 

approved by ODE

26  

A risk factor in the area of Indirect 
Costs will be assigned for any of the 
following: 
 
•Charging the food service account for 
indirect costs 
•Charging indirect costs at a rate not 
approved by ODE 
 
As a reminder, if three out of the six 
areas reviewed have at least one risk 
factor, a comprehensive review will be 
required.   
 
Technical Assistance will be provided, 
and corrective action may be required 
for findings in the reviewed areas of 
Resource Management, even if a 
Comprehensive Resource Management 
Review is not conducted.   
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Resources:
ODE SNP Financial Management Webpage:
http://www.ode.state.or.us/search/page/?id=2002

USDA Policy Memos:
Revenue from Non-program Foods:
http://www.ode.state.or.us/wma/nutrition/snp/memos/sp-13-2014.pdf

Indirect Cost Guidance:
http://www.fns.usda.gov/indirect-cost-guidance

Healthy, Hunger-Free Kids Act:
http://www.fns.usda.gov/school-meals/healthy-hunger-free-kids-act

 

 
Resources mentioned in this 
presentation are listed for you here.  
The ODE School Nutrition Program 
Financial Management webpage has a 
Financial Management in School Food 
Service Manual and Worksheets, Non-
program Food Revenue Calculator, the 
USDA Indirect Cost Guidance Manual, 
OMB Circulars for Allowable Program 
Costs and links to the National Food 
Service Management Institute’s 
Financial Management Website.  You 
are strongly encouraged to utilize these 
resources not only in preparation for a 
review, but for guidance in operating a 
financially strong school nutrition 
program.   
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QUESTIONS?

28  

If you have any questions please 
contact your assigned specialist. 
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The U.S. Department of Agriculture prohibits discrimination against its customers, employees, 
and applicants for employment on the bases of race, color, national origin, age, disability, sex, 

gender identity, religion, reprisal, and where applicable political beliefs, marital status, familial or 
parental status, sexual orientation, or all or part of an individual’s income is derived from any 

public assistance program, or protected genetic information in employment or in any program or 
activity conducted or funded by the Department.  (Not all prohibited bases will apply to all 

programs and/or employment activities.)

If you wish to file a Civil Rights program complaint of discrimination, complete 
the USDA Program Discrimination Complaint form, found online at 

http://www.ascr.usda.gov/complaint_filing_cust.html, or at any USDA office, 
or call (866) 632-9992 to request the form.  You may also write a letter containing all of the 

information requested in the form.  Send your completed complaint form or letter to us by mail 
at U.S. Department of Agriculture, Director, Office of Adjudication, 1400 Independence Avenue, 
S.W., Washington, D.C. 20250-9410, by fax (202) 690-7442 or email at program.intake@usda.gov

Individuals who are deaf, hard of hearing or have speech disabilities may contact USDA through 
the Federal Relay Service at (800) 877-8339; or (800) 845-6136 (Spanish). USDA is an equal 

opportunity provider and employer.

29  

Thank you for participating in Section 2 
of the administrative review training.  
Please visit our training page to view 
future administrative review training 
dates.  We greatly appreciate all of the 
work that you do to fuel Oregon’s 
future.   
 
 

 


