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Summary of Key Issues

The purpose of this memorandum is to provide the State Board of Education (SBE) with information about the process used by the Nutrition Services Division (NSD) to determine whether or not to recommend that the SBE approve districts’ Summer Meal Waiver Requests. 

BACKGROUND ON THE STATE MEAL MANDATE

Under the waiver authority in California Education Code (EC) Section 49548, districts submit Summer Meal Waiver Requests to waive the requirements in EC Section 49550, known as the State Meal Mandate. This section of the EC requires public school districts and county offices of education to provide one nutritionally adequate meal to children eligible for free and reduced-price meals every school day, including summer school and Saturday classes. The meal provided can be breakfast or lunch, and it must meet federal school nutrition program meal pattern requirements.

Hungry children cannot learn; therefore, the California Department of Education (CDE) has taken a series of steps to minimize the number of districts that seek a waiver in order to avoid serving nutritious meals to low income children. In 2005, the CDE sponsored Assembly Bill 1392 (Umberg), which amended EC Section 49548 and restricted a district’s ability to seek a summer meal waiver from the SBE. (The prior law allowed the SBE to approve waivers if summer school sessions were less than four hours in duration. As a result, the majority of districts submitting waivers reported that their summer school would operate for three hours and fifty-five minutes.)

The 2005 amendments to EC Section 49548 (summarized below) has significantly reduced the number of waiver requests submitted by districts. Specifically, in 2004 (prior to the passage of this law), the CDE received 139 Summer Meal Waiver requests. Out of the total 139 waivers received, 107 were approved, 7 were denied, and 26 were withdrawn. The CDE received 59 Summer Meal Waiver requests during 2008, 50 in 2009, and 38 in 2010. This is a reduction of 58 percent, 64 percent, and 73 percent, respectively, in the number of waiver requests the CDE received in 2004.

CONDITIONS FOR A SUMMER MEAL WAIVER

The State Board of Education must grant school sites a waiver for a one-year period if they meet one of the following three conditions provided in EC Section 49548:
Condition One
· Elementary schools shall be granted a waiver if a Summer Food Service Program (SFSP) site is available within one-half mile of the school site. Middle schools, junior high schools, and high schools shall be granted a waiver if an SFSP site is available within one mile of the school site. Additionally, one of the following conditions must exist:

· The hours of operation of the SFSP site commence no later than one-half hour after the completion of the summer school session day. 

· The hours of operation of the SFSP site conclude no earlier than one hour after the completion of the summer school session day. 

· For purposes of this section of law, “elementary school” means a public school that maintains kindergarten or any of grades one to eight inclusive.

Condition Two

· Serving meals during the summer school session would result in a financial loss to the school district, documented in a financial analysis performed by the school district, in an amount greater than or equal to one-third of the net cash resources (as defined in Title 7, Code of Federal Regulations, Part 210.2), which excludes funds that have been encumbered.
· If the district’s cafeteria fund has no net cash resources, the financial loss from serving summer school meals must be equal to the operating costs of one month as averaged over the summer school session.
· Districts applying under Condition Two must complete a profit/loss spreadsheet, which includes a projection of future meal program participation, based on the cost and income estimates for serving breakfast or lunch during school hours. This profit/loss spreadsheet is available on the CDE Web page at http://www.cde.ca.gov/re/lr/wr/documents/condition211.xls.
Condition Three

· Summer school sites that operate two hours or less, including breaks and recess, shall be granted a waiver.


HOW A DISTRICT APPLIES FOR A SUMMER MEAL WAIVER

A school district applying for a summer meal waiver must complete a waiver request form. Districts may be required to provide additional supporting documentation for each school site operating a summer school session depending on the qualifying waiver condition. In the event that a waiver request is denied for a site, the school district is required to provide meals to students participating at that site.  

DESCRIPTION OF THE WAIVER PROCESS

Around January each year, districts begin submitting waiver requests to the CDE Waiver Office. The Waiver Office then submits the waivers to the NSD for evaluation and analysis. After the NSD reviews the waivers, the NSD makes a recommendation of full approval, conditional approval, or denial. The waiver request and CDE recommendation is then provided to the SBE for action at the next SBE meeting. Below is a summary of the three types of recommendations available:

· Full approval is given to a district that meets the waiver criteria; the district does not have to offer meals during the summer school session.

· Conditional approval is given to a district that still has to provide for documentation to the SBE (e.g., proof of the local school board approving the district’s summer food program) before the effective date of the waiver. If the district fails to respond in a timely manner to the request for additional documentation, the NSD recommends that the SBE deny the waiver and the district must then offer meals during the summer school session.

· Denial is given to a district that does not meet the waiver criteria; the district must offer meals during the summer school session. 

NUTRITION SERVICES DIVISION’S WAIVER ANALYSIS 

Since the criteria for Condition One (location of a nearby SFSP site) and Condition Three (a session of two hours or less) are straight forward, very little analysis is necessary because districts either meet the condition or they do not. Under Condition Two (financial loss), districts are asked to project the expenditures associated with operating a meal program during the summer school period in the most cost effective way. Condition Two requires that the NSD analyze the following on the district’s profit/loss spreadsheet:

· Income 

· Expenditures 

· Labor 

· Indirect costs

· Cost of food and supplies 

· Any other associated food service operational costs

· Net Cash Resources (available in the district’s cafeteria fund)

Steps of Analysis

This section of the memorandum details the steps that the NSD performs when evaluating a summer meal waiver request. Examples of two different districts are used within each step to describe the NSD evaluation process.
STEP 1: EXAMINE THE DISTRICT’S LABOR AND FOOD EXPENDITURES AND THE DISTRICT’S NET CASH RESOURCES.

Some districts tend to overestimate their expenses and claim costs that appear to be inflated or that may be unallowable charges to the cafeteria fund per state or federal regulations. The NSD evaluates the labor and food costs for reasonableness as follows:

· Overall Expenditure Levels

· A budgeting rule of thumb used by school food services is that labor costs should total approximately 40 percent of total expenses; food costs about 40 percent; and the remaining/or other costs at 20 percent (the NSD refers to this as the 40/40/20 threshold).

· Food and Supply Expenditures

· Data collected from various districts submitting meal waiver requests indicate that the average per meal food and supply costs for providing breakfast is $1.65 and lunch is $2.13.

Net Cash Resources

Some districts report food and labor costs greater than the 40/40/20 threshold mentioned above, but may still qualify for a waiver if they have a relatively low amount of net cash resources in their cafeteria fund.

Example – District A

District A submits a waiver request reporting labor costs representing 60 percent of their total expenses and a cafeteria fund balance (net cash resources) of $12,000. Therefore, on initial review, labor costs appear significantly greater than the customary 40 percent threshold. 

· District A meets the criteria of financial loss by $396, but appears to have overestimated their expenses by reporting the following:

· The need for a janitor for four hours per day, for a 15-minute lunch period 

· The need for a cashier for two hours per day, for a 15-minute breakfast period 

Example – District B

District B submits a waiver request reporting labor costs that represent 55 percent of their total expenses, food and supply costs at $2.65 per lunch, and net cash resources of $728. 

The NSD determines that waivers submitted by both District A and B warrant a closer examination and analysis due to the district’s reporting of disproportionately high food or labor costs.

STEP 2: RECALCULATE THE DISTRICT’S EXPENSES TO MEET THE 40/40/20 THRESHOLD AND THEN DETERMINE IF THE DISTRICT WOULD STILL QUALIFY FOR A WAIVER.

· The NSD recalculates labor costs so that they equal roughly 40 percent and/or recalculates food costs to equal $1.65 per breakfast and $2.13 per lunch. 

· If the district would still be eligible for a waiver, the NSD does not question the district further and recommends that the SBE approve the waiver.

· If the district would not be eligible for a waiver, the NSD proceeds to step three.

Example – District A

· The NSD finds that if District A reduces their labor costs to equal 40 percent of their total costs, they would not qualify for a waiver. Further analysis is necessary, and the NSD proceeds to step three.

Example – District B 

· The NSD finds that if District B reduces their labor costs to 40 percent and their food and supply costs to $2.13 per lunch, they would still qualify for a waiver because their net cash resources are so low. The NSD conducts no further analysis and recommends that the SBE approve the waiver.

STEP 3: (THIS STEP APPLIES ONLY TO DISTRICTS THAT REQUIRE FURTHER ANALYSIS IN STEP 2.) THE NSD QUESTIONS DISTRICT STAFF, ASKS FOR ADDITIONAL INFORMATION AND JUSTIFICATION, AND EXAMINES THE DISTRICT’S PROFIT/LOSS SPREADSHEET FOR MORE COST EFFECTIVE METHODS TO SERVE MEALS. 

Example – District A
The NSD asks District A to list and describe the duties that the janitor and cashier would perform to justify the number of hours listed on the profit/loss spreadsheet. However, the district provides a list of duties that are unrelated to food services. The NSD then informs the district of the unallowable expenditures from the cafeteria fund and asks the 

district to exclude this amount of time from their reported labor hours. The NSD finds the following in their analysis:

· If the janitorial time was reduced from four hours to three hours, this would amount to a savings of $659 in labor expenses.

· If the cashier’s time was reduced to one hour, this would amount to a savings of $471 in labor expenses. 

STEP 4: IF THE NSD DETERMINES THAT THERE IS A MORE COST-EFFECTIVE WAY TO SERVE MEALS AND THE DISTRICT WOULD NOT QUALIFY FOR A WAIVER, THE NSD GIVES DISTRICTS AN OPTION TO WITHDRAW THEIR WAIVER REQUEST; OTHERWISE, THE NSD SUBMITS A RECOMMENDATION FOR DENIAL TO THE SBE. THE NSD THEN PROVIDES ADDITIONAL TECHNICAL ASSISTANCE TO THE DISTRICT REGARDING COST-SAVING POSSIBILITIES.

Example – District A

Recommendations for Reducing Labor 

Given that District A has a number of options to reduce their costs and does not qualify for a waiver, the NSD recommends that the SBE deny the waiver request. Therefore, although the district originally met the criteria of financial loss by $396, the cost-saving possibilities mentioned makes them ineligible for a waiver under Condition Two, since their loss is less than one-third of their net cash resources.

Recommendations for Reducing Food Costs

Since school menus drive the amount of a district’s food and labor costs, districts are asked to estimate their expenses based on the least expensive way in which they can provide a nutritious, reimbursable meal to their students. Some districts state that if they are going to serve a meal at all, they want it to be a hot, cooked meal. However, providing a simple, less labor-intensive, reimbursable breakfast or sack lunch to a hungry child is better than not serving that child a meal at all because the “theoretical meal” would be “better” (and more expensive) and would allow them to qualify for a waiver.

When districts report food costs in excess of the averages listed previously, they are asked to describe their menu options. The NSD provides technical assistance to the district if it appears the district can reduce food costs while still providing a nutritious, reimbursable meal that students will enjoy.



Summary

In summary, this memorandum explains the conditions for a summer meal waiver, provides a description of the waiver process, describes the analysis performed by the NSD, and details the recommendations that the NSD provides to districts to reduce food and labor costs. 

The CDE has received 38 summer meal waivers in 2010, The NSD recommended 36 waivers for approval, and two waivers were withdrawn by the districts.
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