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children's prices, improve food quality or take other actions designed to improve the nonprofit school food service.  (REF 7CFR 210:15)
5.
The auditor should comment on whether Food Distribution Program processed and warehoused U.S.D.A. commodities were received.  If the school district is utilizing a FSMC to provide meals, review evidence that the market value of Food Distribution Program processed and warehoused commodities was credited to the LEA.  Year to date amounts must be provided.
6.
Auditors should verify that financial arrangements (i.e. fee calculations, presentation of invoices, and other provisions) in the Food Service Management (FSMC) contract have been complied with; if not, cite exception:
a)
Is FSMC fee calculated in accordance with the contract provisions and properly reported in the year end operating statement?
b)
Has the FSMC met or exceeded the food service program operating results guarantee provision stated in the contract/addendum?

7. The United States Department of Agriculture does not permit increases in reimbursement for revised vouchers received after 60 days without proper verification.  However, payment can be considered if the underclaim is verified in an audit or administrative review.  Auditors are instructed to verify any underclaims (identify in the Schedule of Meal Count Activity) as a result of late revisions.  Please note that such payment is subject to approval.
8. Requirements for contracts with FSMC:  Federal procurement regulations published in the Federal Register, Vol. 72, No 210, October 31, 2007) required that all base year contracts executed for 2008-09 comply with the new regulations.  The new regulations allowed a one year exemption for contracts that were being renewed for the 2008-2009 school year.  However, for the 2009-2010 school year any LEA that renewed for 2008-2009 must have entered into a new base-year contract even if they are within the 5 year cycle that would have ordinarily allowed them to renew the contract again.
· The state agency prototype that was approved as part of the annual FSMC registration process must be used in its entirety.
· FSMC must either identify allowable and unallowable costs, OR must exclude all unallowable costs and certify that only allowable costs are submitted to the LEA for payment.

· FSMC must identify the amount of each discount, rebate and other applicable credit on bills and invoices presented to the LEA for payment.  FSMC determines in contract the frequency of reporting such information (may not be less than annually).

· FSMC must identify the specific method(s) used to report discounts, rebates and other applicable credits that are not reported prior to conclusion of the contract.

· FSMC must maintain documentation of costs and discounts, rebates, and other applicable credits and must furnish such documentation upon request to the LEA, state agency or USDA.
9. For LEAs with schools selected to participate in the Fresh Fruit and Vegetable Program (FFVP):
· LEA must have a signed Child Nutrition Program addendum for the FFVP.
· Costs charged must be allowable according to rules of program outlined in the USDA FFVP Program Handbook that can be accessed at http://www.fns.usda.gov/cnd/FFVP/Resources/FFVPhandbookFINAL.pdf
· Food costs, labor charges, and equipment purchases for this program must be identified as such, and must correspond to the appropriate FFVP reimbursement vouchers.
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