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Food Service Management Companies

In this handbook, you will find information on:

soliciting food services from local schools;

selecting a company;

invitation for bid and contract;

competitive bid waivers and standard competitivceyocedures;
bid specifications; and

how to award and administer a contract for foodiser

What is a Food Service Management Company?
(7 CFR 225.2 definitions)

The term "food service management company" meays@mmercial
enterprise or nonprofit organization with whichpmssor may contract
for preparing unitized meals, with or without mifky use in the
Program, or for managing a sponsor’s food serviperations in
accordance with the limitations set forth in thedg?am regulations on
management responsibilities of sponsof®od service management
companies may be (a) public agencies or entitiBsprivate nonprofit
organizations; or (c) private, for-profit companies

Are there any limitations on what a Food Service
Management Company can do? 7 CFR 225.15(a)(3)

Sponsors may not contract out management respbinssof the
Program, including but not limited to the followitagsks:

Meal ordering

Assuming official recordkeeping responsibilitiescluding meal
count information to substantiate claims

Submitting claims

Training and monitoring administrative and sitdfsta
Announcing availability of meals to the news media
Determining income eligibility and maintaining inelual income
eligibility statements

Sponsors should check with the Missouri Departroéhtealth and
Senior Services before allowing a food service rganmegent company
to undertake any other tasks that may have beetified as
management functions that may not be delegated.



Factors Involved with Contracting with a Food Senice
ManagementCompany
(7 CFR 225.2 definitions, 225.6(g) & (h), and 225%(h))

There are several factors that can influence aspts decision

to contract for meals with a food service managernempany. These
factors may include the sponsor's lack of food aration facilities or
personnel, a site that is unsuited for meal prejmaraor a large number
of sites spread over a wide geographical area.

Sponsors that decide to contract with a food sermnanagement
company to obtain meals are called "vended spohaagsmust meet
various program requirements and follow certaircpdures. Food
service management companies that enter into aawbntith a sponsor
to prepare and deliver meals must provide meatsctiraply with
Program regulations and their contract with thenspo.

The duration of an agreement with a FSMC genersiliynited to a
single year, due to the nature and design of tIf®&PSHHowever, to be
consistent in the administration of all Child Ntioh Programs, SFSP
sponsors, with Missouri Department of Health andi@eServices
approval, may execute agreements with FSMCs tlshtde an option
for renewal, but cannot exceed four additional yéaom the original
agreement. This optional extended agreement sliressthe
procurement process with FSMC contracts but doesaerapromise
the integrity of the SFSP. Every precaution mastaien to ensure
procurements are conducted in accordance with Begercurement
standards. All contracts must include a termimati@use whereby

either party may cancel for cause with a 60-dayfination. (srFsp 09-2007,
July 27, 2007, Food Service Management Companyr@cts)

It is important that both sponsors and food isermanagement
companies/commercial meal vendors are familiar ighinformation
in this section. A successful vended operatioreddp on both parties
fully understanding their mutual responsibilitiesthe Program.

Soliciting Local Schools (7 CFR 225.15(b)(1)

Federal regulations strongly encourage sponsdissta@onsider their
local school food authority as a source for obtagmeal service.

Using the facilities of local public or private suis to prepare or
obtain meals offers the sponsor several advantafesse schools
often prepare large numbers of meals during thedgfear and already
have the facilities and the staff to prepare mialthe SFSP. In
addition, many schools are accustomed to prepangals that meet



Year-round
Contracts With
School Food
Authorities

Selecting a
Company

Procurement

USDA requirements if they participate in other @H\utrition
Programs. Finally, the contractual arrangemeatied to obtain the
service of a School Food Authority (SFA), a writegreement, is
simpler to execute than the formal competitive prement process
that is required to use a commercial company.

When assessing a school's ability to provide reealice, sponsors
must consider whether or not an adequate delivemyce to sites can
be established and whether the meals preparecelsctiool are
comparable in price and quality to those availétien commercial
vendors. Furthermore, if the school itself obtaiasneals from a food
service management company, the sponsor must testieto an
agreement for meal service; rather, the competitigdgrocedures
described below must be utilized. Sponsors thatusa local school
food service facilities must enter into a writtegreement with the
school, but are not required to utilize the contpetibid procedures
described below. Attachment 9 in the Referencéi@emcludes a
sample agreement between the school and sponkonish prepared
meals.

If a sponsor is considering using a School Foothéuity that has
executed a year-round contract with a food semiaaagement
company, please check with your State agency béefggeementing a
contract. Specifically, this is to determine WwieetSFSP meals may be
included in a contract that was competitively preclion a cost-plus-

fixed fee basis(Policy Memo #1-04: Contract Requirements for Stt&ponsors,
March 2, 2004).

If a written agreement with a local school is possible or is not
beneficial, sponsors may contract with a food isermanagement
company to prepare and deliver meals. No sponagr however,
contract out the management responsibilities oSR8P such as
monitoring, staff training, enforcing correctivetiao, or preparing
program applications and claims for reimbursem&gonsors remain
legally responsible for seeing that the food seradperation meets all
requirements specified in the agreement they sigmtive State agency.
It is also important to note that the contractesaeen the sponsoring
organization and the food service management coynpaly, and
neither USDA nor the Missouri Department of Healtid Senior
Services have jurisdiction to enforce it with eitparty, or to resolve
any disputes that may arise.

All procurement of food, supplies, goods, and p#svices with program
funds by sponsors must comply with procurementdsteds prescribed in
USDA's Uniform Federal Assistance Regulations, REfart 3016 for public



sponsors and 7 CFR Part 3019 for private nonpspbnsors. (Note: USDA
issued a final rule (August 14, 2000) that estalksPart 3016 and Part 3019
as the appropriate USDA procurement regulation$J®IDA entitlement
programs, including the SFSP and other Child NatriPrograms.) The State
agency will make these documents available to spsngoon request, and can
provide more detailed information about these murmpurchasing
requirements. In addition to complying with thenrmum Federal standards,
sponsor purchases may have to meet other Sta#d, &mal/or State agency
standards, as well as special procurement requinesméhich may be
established by the State agency, with approvaN$8,Ro prevent fraud, waste,
and program abuse.

Minority Business Enterprise (7 CFR 3016.36(e) an8019.44(b)
and 7 CFR 225.17))

All sponsors are encouraged to procure their feadplies, goods

and services from minority business enterprisgsonsors may wish to
divide their total procurement needs into smalleargities to facilitate
participation by minority business enterpriseseymay also want to
establish delivery schedules that will help minphtisiness enterprises
meet deadlines. Sponsors can use the servicessaistance of the
Small Business Administration and the Office of bttty Business
Enterprise of the Department of Commerce.

Invitation for Bid and Contract (7 CFR 225.6(h)(2))

State agencies may require all sponsors underjthiesdiction to use a
standard contract for meals provided by a foodisermanagement
company. These standard contracts may vary acgptdidifferent
State and local requirements. This document care sedual purpose.
It may contain the specific information a biddeeds to submit (The
Invitation for Bid) and, upon acceptance of the &mdl execution, it
becomes the contract.



Formal Competitive Bid Waivers (7 CFR 225.15(h)(4)

Sponsors that choose to purchase meals from stmbhuthorities
are not required to conduct competitive procuresiembbtain those
meals but must still enter into contracts, whiotiude the terms and
conditions of the purchasing arrangements withstteol food
authority. Further, a sponsor that is a schoalohiool food authority,
that has an existing year-round contract with afservice
management company to prepare meals not exceeithieg e lower
of the State or local threshold, or $10,000, da#shave to comply
with competitive sealed bid procedures. In additmany applicable
State or local laws governing bid procedures, tiiéosponsors that
contract with a food service management company abraply with
the competitive sealed bid procedures below. Thesdliri Department
of Health and Senior Services is responsible fsugng that
contracting and bidding procedures implemented ssburi SFSP
sponsors meet USDA requirements, and will provesdmnical
assistance to sponsors to help them meet theseaegnts.

Formal Competitive Sealed Bid Procedures
(7 CFR 225.15(h)(4)(i)-(xii))

Formal competitive sealed bid procedures inclinke $teps:
1. Preparing an Invitation for Bid (IFB) package.

2. Publicly announcing all IFBs not less tharddgs before bids
are opened. Announcements must include the tirdgkate of
the bid opening.

3. Notifying the State agency at least 14 daysrkehe bid
opening. The notification must include the timel atace of the
opening.

4. Publicly opening all bids.

5. Submitting to the State agency copies of@iltiacts, a
certificate of independent price determination, eogies of all
bids received, as well as the sponsor's reasaefecting the
chosen food service management company. (In saseschese
documents must be submitted to the State agemay to
contract award.)



Careful preparation of the IFB is the most importtep in the
competitive bid process. Sponsors must supplyRBeo all
companies responding to the public announcement.

The sponsor's IFB must include:
a cycle menu approved by the State agency;
food specifications and meal quality standards;
a statement requiring compliance with SFSP remuist
nonfood items essential for conducting the foadise;

special meal requirements to meet ethnic or aligineeds or
dietary modifications for participants with speqaysical or
medical needs, only if these are necessary to theeteeds of
the participants to be served; and

the location of the sponsor's sites and the estunange of
meals required.

The sponsor's IFB musbt:
specify a minimum price;

provide for loans or any other monetary beneditnt, or
condition to be made to sponsors by food serviceageament
companies; nor

include nonfood items that are not essential éoctnduct of
food service.

Bid Bond (7 CFR 225.15(h)(5)

If food service management companies submit awéd $100,000,
they must submit a bid bond in an amount not leas & percent and
no more than 10 percent of the value of the contaravhich the bid is
made, as determined by the sponsor and specifiget ilFB. Food
service management companies are prohibited framgany
alternative forms of bid bonds. Cash, certifiedalts, letters of credit,
and escrow accounts, are not acceptable substitutbgl bonds. The
bond must be from one of the companies listedemtlost recent issue
of the U.S. Department of Treasury Circular 570iclvhs available
from the Government Printing Office for a small.fégponsors may
obtain a copy by calling (202) 512-1800, or by dtmading at:
http://www.fms.treas.gov/c570/index.html.



It is important that the food service managememgany respond to
the IFB accurately and completely. Food serviceagament
companies which attempt to modify any provisionhaf IFB, or which
otherwise fail to comply with all IFB requirementsi)l be considered
"non-responsive" and ineligible for contract awaAimore detailed
discussion of bid specifications follows.

Bid Specifications
Sponsor Responsibilities (7 CFR 225.6(h)(2))

The sponsor must include the following informatiorthe IFB so that
bidders will know the exact terms of the bid.

Site Information (7 CFR 225.6(h)(2)(iii)}- The sponsor must
include a list of proposed site names, addresséisedy
locations, times of meal service and days of opmratWith
this information, a bidder can estimate the costedifvery and
the feasibility of meeting the sponsor's requiretsefhe
sponsor should specify in the IFB that single deirs for
multiple meals (e.qg., breakfast and lunch) arengfb only at
those sites that are equipped with adequate staradje
refrigeration facilities.

Cycle Menu (7 CFR 225.15(h)(4)(v) and (vii)) The sponsor
must also attach a cycle menu that lists the tgpesamounts of
food in each meal. Program regulations specifyimmim meal
pattern requirements, but sponsors may improve tiese
minimums to increase the variety and appeal of menu
Sponsors may request approval from the State adency
variations from the meal requirements only wheressary to
meet ethnic, religious, economic, or nutritionatde.

Meal Requirements(7 CFR 225.15(h)(4)(vi) and 225.7(c)
As part of the IFB, the sponsor must provide tradfeervice
management company with a copy of the meal req&ingsn
outlined in Section 225.16 of the SFSP regulatiofise sponsor
must also provide a copy of the minimum food speaifons
and model meal quality standards required by Se@ib.7(c)
of the SFSP regulations. (The State agency caulysappies of
the regulations). The food service management eommust
deliver meals that meet these meal requirementsramcdium
food specifications and model meal quality stanslard



Reimbursable Meals (7 CFR 225.6(h)(2)(ix) and
225.15(h)(4)(ix)

Under the provisions of the contract betweersffensor and the
food service management company, the sponsor usreedto
pay only for the delivered meals that meet thegairements
and should not pay for ineligible meals. Similatlye sponsor
will receive payments from the State agency onfynfeals that
meet these requirements.

An effective quality control system is essenfialverifying that
meal components meet the minimum quantity requirgsae
During food preparation, the food service manageéroempany
should regularly inspect and measure items to &soerorrect
sizes and weights. Setting production equipmenthi® desired
specifications is no substitute for a quality cohsiystem,
because equipment settings may become distort@abdur
operation. State agencies and sponsors are reisleoios
sampling meals and disallowing payment for meads fil to
meet minimum standards. The entire meal must aldwed
for reimbursement if any component does not meatmim
standards.

Unitized Meals (7 CFR 225.6(h)(3)) Sponsors must
ensure that food service management companiesdarovi
"unitized" meals with or without milk or juice. ™means
that meals must be individually portioned, packaged
delivered, and served as a unit. The milk or junzgy be
packaged and provided separately, but must bedente
the meal unit. Other variations of unitized mezls be
approved by the Missouri Department of Health aedi&
Services.

Commodities (7 CFR 225.9(b))- Sponsors of vended
programs can only receive commodities if the venslar
school or school district, or if the sponsor ishaol food
authority that competitively procures its SFSP mdam
the same food service management company that
competitively provided its most recent NSLP meals.
Meal Range Adjustments(7 CFR 225.6(h)(2)(xi)- Actual
participation under a given sponsorship frequevelyes
from the estimate specified in the IFB. The foed/xe
management company bases a bid on the specifisadiuh
expects to be serving close to the number of nisédsl in
the estimate. A sizeable discrepancy between attarand
actual participation can increase or decreaseoibe $ervice
management company's unit production cost. Thexefbe
sponsor must carefully estimate the number of mealsdl
need each day. Sponsors should also considedingla



provision that will decrease the per meal priché& number
of meals served exceeds expectations. Sponsors may
increase or decrease the number of meals spenifibe
IFB only after notifying the food service manageien
company.

Sponsors should consider specifying in the IFBreeti
period during which changes in a site’s meal ordeay be
made to the vendor. A reasonable time frame dtifying
the vendor may be within 24 to 36 hours of the glean
Increases in maximum meal service levels at sgesiving
vended meals must be approved by the State agency.
Special Accountd7 CFR 225.6(f)}- The State agency may
require sponsors to set up special accounts atdial
institutions. If such accounts are establisheel sgponsor
must deposit any payments received from the Stecy
in the special account. Any checks drawn on tbeoant
must be authorized by both the food service managéem
company and the sponsor. This is to help ensatehie
company receives payment for the eligible megbsavides
to the sponsor's program.

Note: Sponsors who will use a FSMC to vend their naé
service should contact the Missouri Department of
Health and Senior Services—Bureau of Community
Food and Nutrition Assistance, at 888-435-1464, fa
copy of the appropriate prototype bid packet.

Food Service Management Company Requirements

There are several specific requirements food senvianagement companies
should be aware of before submitting a bid. Thregeirements are:

Health Certification and Inspection (7 CFR
225.6(h)(2)(v)} A food service management company must
have State or local health certification for theilfgy(ies)
used to prepare meals for the SFSP. The compasly mu
ensure that health and sanitation requirementsiatet all
times. In addition, the company must ask localthea
authorities or independent agencies to periodicaipect
the meals they serve to determine bacteria levithiese
levels must conform to the standards set by loealth
authorities. The company must submit the restiltee
inspections promptly to the sponsor and the Sgeecy.
State Agency Inspections (7 CFR 225.7(d)(6) and )e)
Food service management companies should also de aw



Awarding the
Contract

that the State agency must inspect the food service
management company’s facilities as part of the spon
review. In addition, the State agency may conduct
inspections of food preparation facilities and feedvice
sites and perform meal quality tests. This ingpads
independent of the one the food service management
company provides.

Records (7 CFR 225.6(h)(2)(vit} Food service
management companies must maintain records (sugaployt
invoices, receipts, or other evidence) that thenspponeeds
to meet program responsibilities. Companies meysbnt to
the sponsor at the end of each month, at a minimCine.
food service management company must keep the laowks
records concerning the sponsor's food service tpasafor
3 years, or longer if required by the State agefoy the
date of receipt of final payment under the contract
Representatives of the State agency, USDA, antiited
States General Accounting Office may examine ortaud
these records at any reasonable time and placeorde
must be retained longer if there is an unresolwetit @r
investigation.

Subcontracts (7 CFR 225.6(h)(2)(ii}} Food service
management companies may not subcontract with anoth
company for the total meal (with or without milk) for
assembling of the meal. Subcontracting is proéabit
because it inflates costs and lessens the spoosoti®l
over the quality and supply of the meals.

Contract Responsibility (7 CFR 225.6(h)(2)(ix))- It is
important for the prospective food service managenm
company to realize that the contract is a private @ntract
between the food service management company and the
sponsor. Neither USDA nor the State agency has any
jurisdiction in the payments made to the food seyvi
management company. Before contracting to prowidals
for the program, the food service management cognpan
needs to assess the sponsor's capability to ne&drins of
the contract and the sponsor's capability to pasntfor all
meals that are properly delivered. If applicabiie,company
should become familiar with the sponsor's pastgperance
in this or other federally funded programs.

Sponsors should award the contract to the resp@asid responsible
bidder whose per meal bid was lowest in pricees|ponsive” bidders
are those whose bids conform to all of the termasdtions, and
requirements of the IFB. Sponsors are encouragadéd the services
of minority-owned companies and should consultlleca State
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authorities regarding the applicability of prefezrerand set-aside
provisions. Only statutory or court decreed prfiees and set-asides
that are not excessive may be used.

The sponsor should award the contract at leasteksvbefore program
operations will begin to allow time for both theotbservice
management company and the sponsor to preparespbmsor must
give to the State agency copies of all bids theasporeceived and the
reason it chose that particular food service mamagée company.

State Agency Approval (7 CFR 225.6(h)(6)

All bids totaling $100,000 or more must be subeditto the State agency for
approval before the sponsor can accept a biddditian, any bids
(regardless of dollar amount) that exceed the lowelsmust be submitted to
the State agency for approval before acceptantle,amiexplanation of why
that particular bid was chosen. The IFB that f@nsor accepts will become
the contract for program operations between thespoand the food service
management company. The State agency will keelesgp all contracts
between sponsors and food service management cagspan

Performance Bond (7 CFR 225.15(g)(6))

When a food service management company and a speniss into
one or more contracts totaling over $100,000, trepany must obtain
a performance bond from a surety company listatiercurrent U.S.
Department of Treasury Circular 570, which is aaalé from the
Government Printing Office for a small fee. Spassoay obtain a
copy by calling (202) 512-1800 or downloaded at:
http://www.fms.treas.gov/c570/index.html.

The amount of the bond must be no less than ld&&penor more than
25 percent of the value of the contract, as detegthby the State
agency and specified in the IFB. Food service mament companies
are prohibited from posing any alternative formgeiformance bonds.
Cash, certified checks, letters of credit, and@sa@ccounts, are not
acceptable substitutes for performance bonds. fadeeservice
management company must furnish a copy of the bmttte sponsor
within 10 days of the contract's award.

Award Conference
After awarding the contract, but before executhmgcontract, all
sponsor and food service management company repagses should

meet to discuss their mutual and individual resfimlitses in the SFSP.
In this meeting, which is called the award confeggrihe

11



Administering
the Contract

representatives should review the IFB's requiredguiures for
adjusting meal deliveries, cycle menus, food gualitecifications, and
meal packaging, as well as sanitation requirements.

The food service management company must alsarbiidr with all
State and local health requirements, particuldubgé concerning food
preparation and meal delivery. Most vended maalpackaged to
prevent contamination. Thus, the greatest dangeally results when
meals are held too long or are stored under imprigpeperature
controls. Sponsors should also inform the foodlisermanagement
company of the function of monitors, reviews, atatistical
monitoring, if applicable, in the operation of SESP

Food Service Sites

Sponsors should provide the food service managecoampany with a
list of approved food service sites, along with lihet on the number
of meals that may be claimed for reimbursemeneémh site. Itis
likely that some approved sites, for one reascemother, may have
been canceled or dropped from participation beflmoe service
operations begin. A new list should be provideth®food service
management company well before it is to start feexvice operations
and at any other time during the program when sitesadded or
deleted. The sponsor should notify the compankiwithe time limits
mutually agreed upon in the contract if any sitetemelivery schedule
IS going to be dropped or canceled.

Approved Meal Levels

During the application approval process, the Sagency will approve
sponsors that purchase meals from a food servicageament
company to serve a maximum number of meals at m&et service for
each site. The approved level represents the mainumber of
meals sponsors can serve and claim for reimburseseach meal
service at their vended sites. The State agengyretace the
approved level at any time if it determines thaita's attendance is
below its approved level. If a sponsor finds tina&t approved level is
too low, the sponsor may seek an adjustment byestog the State
agency to conduct a site review; or the sponsoraoayment in
writing (to the State agency) that attendancesieaexceeds the
approved level.

12



Sponsors must plan for and adjust meal orderstivélobjective of
serving only one meal to each participant at eaealservice. A
vended sponsor must inform its food service managéiompany of:
the approved level for each meal service at edehwsiere the
food service management company will deliver messt
any adjustments in the approved level for its sites

Such sponsors must advise the food service mareagerompany that
the approved level for each site is the maximum lmemof meals that
can be served at that site. This does not meanhthse sites will serve
that specific number of meals each day. The spanset clearly
inform its food service management company thatlitonly be
ordering the number of meals actually needed, baseqghrticipation
trends and with the intent of serving only one meaach participant
at each meal service. During reviews, State agsemwill disallow all
served meals that exceed the approved level for site

Adjusting Meal Deliveries

One of the most important topics for discussiothmaward conference
is the adjustment of meal deliveries. As a spgngar should establish
a system for collecting information on attendantanges from its

sites, translating these changes into adjustmeriteeimeal order, and
communicating these adjustments to the food semeeagement
company. In turn, the food service management emyighould have
an organized system for:

receiving orders for delivery adjustments;
documenting orders for delivery adjustments;
adjusting production levels, if necessary;

ensuring that delivery receipts are changed teaedjusted
meal orders; and

ensuring that adjusted meal orders for each site@rectly
packaged and loaded for delivery.

The food service management company's key persorust be aware
of these responsibilities. For example, the foedise management
company's delivery personnel must understand iteasspervisors
cannot independently request more or fewer mektese requests
must be channeled through the sponsor. Only thiessw may adjust
meal deliveries. If the sponsor wants to ordezxoess of the approved
meal level, State agency approval is required.

13



The attendance at sites will probably fluctuatarduthe summer,
especially if there is no organized activity aita sther than the food
service. You should try to anticipate certain fliations in attendance
(such as local events that may interfere with gaeticipation) and
make arrangements in advance with the food semar@gagement
company to adjust orders. For example, a considtep in attendance
each Friday should be handled by reducing the nuwfmeals
delivered on Fridays.

Whenever possible, meals should be transferred &site with too
many meals to a site with a shortage, providedttiesite's approved
meal level is not exceeded. Your monitors shoeléWware of the
procedures for handling extra meals so they castdhs site
supervisors in making transfers or other arrangésnen

During the summer, sites may cease food servieeatipns on either a
temporary or permanent basis. Also, new sites Imeaguthorized to
participate in the SFSP. Site deletions and agititmay necessitate
changes in delivery routes and production leveld,\aill require the
food service management company's cooperation.spbesor is
responsible for making sure the food service mamagé company is
informed of any such changes.

Planning Delivery Routes (7 CFR 225.16(c)(5))

The food service management company must caredldly delivery
routes and schedules and should review them watlsplonsor. Sites
without adequate facilities for holding meals witlihe temperature
ranges established by State or local health ordesgmay not receive
more than one hour (60 minutes) prior to the bagmof the meal
service. Delivery personnel for food service mamagnt companies
should become familiar with their routes before 3#%SP starts, to help
avoid confusion. The food service management compathe
sponsor should evaluate and restructure the rdudesiveries for some
sites are consistently late. The food service mamant company is
responsible for ensuring that sufficient equipnmisravailable to handle
such changes (e.qg., refrigeration, additional tsuekc.). The sponsor
must plan a system for serving meals when the weadlbad, or a
system for canceling meal deliveries and servicates lacking
sheltered facilities. The food service managementpany should be
notified of these contingency plans.

Communication
Good communication is essential for smooth progogerations. Even

with good management and good intentions, com@ahobut the food

14



service can arise. Food service management coegand sponsors
should establish a system for communicating anolveg) complaints.
Experience indicates that problems can be mostieffily resolved
when both the sponsor and the food service manageumpany
designate officials to receive and respond to ssigges and
complaints.

Reimbursement (7 CFR 225.6(h)(2)(ix))

The food service management company should uraahershat the
sponsor must pay for meals delivered by the foods® management
company in accordance with the contract. State@ge and USDA
are not parties to such contracts. Federal reisgmoent to sponsors is
based solely upon the number of complete mealsatiegbroperly
served to eligible children or disabled adults.ef@fiore, if you do not
meet your responsibilities (such as ensuring tredlsare served as a
unit), meals must be disallowed. Although you rentantractually
liable for the number of meals delivered in accamtawith the
contract, the food service management company dhonake sure that
it is informed of any sponsor disallowances madéheyState agency.

Administrative Reviews (7 CFR 225.7(d)(6) and (e))

During the course of the summer, the State agericgonduct
administrative reviews of the sponsor's progranramns. The
reviews are designed to ensure that the spons@talbprogram is
operating according to requirements. The resiltsase reviews may
affect the amount of reimbursement a sponsor wdéive and the
payment to the food service management compang.fddd service
management company should designate an officiaé tamiliar with
the total program, particularly with the sponseog'sponsibilities. For
example, in addition to reading the SFSP regulatitms guide and
other aids for the sponsor, the food service managécompany's
representatives may want to attend training sesspansors arranged
for food service personnel.
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Sponsor Disallowances (7 CFR 225.11(d) and (e))

Following is a list of violations by sponsors thall result in
disallowances by the State Agency. If the Staenegdisallows meals
for any of these reasons, the sponsor is stillcesiple for paying the
food service management company.

excess meals, which are a result of failure to plach prepare,
or order and adjust, meal orders with the objeativieroviding
only one meal per participant at each meal service;
allowing meals to be eaten off-site;

failure to serve meals as a unit;

claiming meals served to adults;

serving meals outside the approved timeframes; and
serving meals in excess of approved levels.

Food Service Management Company Disallowances
(7 CFR 225.6(h)(2) and (3))

Violations that would cause disallowances in thadf service
management company's payment from the sponsaribuesement are:

delivering meals that are not unitized,;

delivering meals that are wholly or partially sjeoij

delivering meals outside the designated delivengs;
delivering meals with components that are less thamequired
size or weight;

delivering meals that are missing components; and
changing menus or substituting components withoeit t
sponsor's prior approval.
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Default of Contract

As a sponsor, you may terminate the contractiffttod service
management company does not comply with its terfeas will notify
the food service management company (and suretpaoynif a
performance bond is in effect) of specific instamotunsatisfactory
performance. If the food service management compaas not
immediately take corrective action, the sponsoy reguest the surety
company to provide another food service manages@npany, or the
sponsor may negotiate another contratu can negotiate this other
contract on a competitive or non-competitive basisThe defaulting
food service management company (or surety compairify
applicable) is liable for any difference in price letween the original
price and the new contract price.

Use of Small and Disadvantaged Businesses
(7 CFR 225.17(d); 7 CFR 3016 and 7 CFR 3019)

You are encouraged, whenever possible, to praamaces from
minority business enterprises, small businessespmen's-owned
businesses on solicitation lists. If it is ecomcatly feasible, sponsors
may wish to divide their total procurement reqoients into smaller
tasks or quantities to encourage participatiosumh entities.

A minority business is a business in which the agg@ment and daily
operations are controlled by a member or membeasnoihority group.
Such minority groups include Blacks or African Amcans, Hispanics
or Latinos, American Indians or Alaskan Nativesiaiis, Native
Hawaiian or other Pacific Islanders.

Assistance Provided By The Small Business Adminisition
(7 CFR 225.17(d)(5)

The Small Business Administration (SBA) is an ipeledent Federal
agency established to provide assistance to all businesses. The
SBA provides prospective, new, and established neesniif the small
business community with financial assistance, mement training,
and counseling. SBA's policy is to extend theefstilopportunity for
minorities and disadvantaged people to participatbe small business
sector. For more information about the SBA andéiwices, visit its’
web site at www.sbaonline.sba.gov.
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The SBA may be able to help minority-owned anddirsataged food
service management companies improve or develaplihsinesses in
the following areas.

Financial Assistance- Food service management companies
that need money and cannot borrow it on reasorabies from
conventional lenders may be able to get assistaocethe
SBA's loan programs. However, by law, the SBA maymake
a loan if a business is able to obtain funds frdoaak or other
private source. The SBA may either participatdaitbank or
other lender in a loan, or it may guarantee updtpé&cent of a
loan against loss. If the bank or other lendenocaprovide
funds using either of these methods, the law pes/itiat the
SBA can consider lending the entire amount asextir
government loan, if the funds are available. TB& $ans may
be used to help food service management companiebgse
equipment, facilities, and supplies.

Surety Bonds-- Under the SFSP, food service management
companies that submit bids over $100,000 and titat éto a
food service contract for over $100,000 must obiédhand
performance bonds. The SBA makes the bonding psoce
accessible to small and emerging contractors thatifonding
unavailable to them. The SBA is authorized to gotee a
qualified surety up to 90 percent of losses inaitreder bid
payment bonds. The SBA can also guarantee perfa@na
bonds that are issued to contractors on contrgcts §1
million. Food service management companies thiatipate
problems in obtaining bid and performance bond$HerSFSP
may be interested in contacting the SBA for asscsa

Management and Counseling Assistance The SBA places
special emphasis on improving the managementabilismall
business owners and managers. Accordingly, smaalhbss
specialists may be able to assist minority-ownexdi feervice
management companies with their management probldimsy
may also provide counseling on the problems or eorscfood
service management companies may have in meeting
requirements for the SFSP.

Minority-owned food service management companiesiish
contact SBA's nearest field office for prompt assise.
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Questions and
Answers

1.

Are there any advantages to obtaining meafs &t school food
authority?

You are encouraged to contact their local schowd fauthority
about the possibility of obtaining meals under dtem agreement
with a school. Using the facilities of local pubbr private schools
to prepare or obtain meals offers sponsors seadsantages.
These schools often prepare large numbers of rleaisg the
school year and already have the facilities anid fetasuch a
service. Many schools are also accustomed taprepmeals that
meet USDA requirements if they participate in otGérld Nutrition
Programs.

Can | contract out any of my management resipoities?

No. Sponsors may not contract out the managemspbonsibilities
of the SFSP such as monitoring, staff trainingpesihg corrective
action, or preparing program applications and céafion
reimbursement. Sponsors remain legally responfiblgeeing that
the food service operation meets all requiremgueesified in the
agreement they sign with the State agency.

What type of information do | need to tell fogefvice management
companies when | invite them to bid on my contract?

You will need to include a list of proposed sitenes, addresses,
delivery locations, times of meal service and daysperation.
Also include a cycle menu that lists the types ameunt of food in
each meal, a copy of the meal pattern requirengrdsminimum
food specifications and model meal quality stanslaiffponsors
will need to ensure that food service managememipemies
provide “unitized” meals. Also, you need to catigfestimate the
number of meals you will need each day becauseablsi
difference between estimated and actual parti@patan increase
or decrease the food service management compamy’'s u
production cost. In addition, clarify that commixes will only be
received if the vendor is a school or school distor if the sponsor
is a school food authority that procures its mé&als the same
food service management company that currentlyigesviNational
School Lunch Program meals.

Do commercial food service management compahag | contract
out with need to be registered with the State agenc
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It depends. Commercial food service managemenpaaras are
no longer required by Federal law to register \thidn State agency.
However, States may continue to require their oggistration
procedures. This policy gives State agenciesidikty in

managing the SFSP. Some State agencies have ttoeind
registration process to be beneficial and prefeotatinue to require
it. (Note: Missouri does not require Food Service Margement
Companies to register.)

Are there certain requirements food serviceagament companies
need to fulfill?

Yes. Food service management companies must hated local
health certificates for the facilities they useptepare meals for the
SFSP and they must ask local health authoritié#sd@pendent
agencies to periodically inspect the meals theyes&r determine
bacteria levels. Further, companies must maingords which
are supported by invoices, receipts, or other exddehat you will
need to meet program responsibilities and theswdsanust be
kept by the food service management company fl@ast 3 years
from the date of receipt of final payment underd¢batract. In
addition, food service management companies magutmtontract
with another company for the total meal or for asséng the meal
because this will inflate costs and lessens cowofrtie quality and
supply of the meals.

To whom do | award the contract?

Sponsors should award the contract to the respeiasit
responsible bidder whose per meal bid was lowegstige.
Responsive bidders would be considered those whidseconform
to all of the terms, conditions, and requiremeifithe Invitation
For Bid. Sponsors are encouraged to use the ssrefcminority-
owned companies and should consult local and Staterities
regarding the applicability of preference and sedle@ provisions.
For bids totaling $100,000 or more or to selecidetiat is not the
lowest bid you must first receive State agency eygdrbefore
acceptance.

Is it possible for an organization such as &gelor university that
have year-round food service contracts to providalreervice for
the SFSP in conjunction with other on-campus mealises?

Yes. This arrangement can work provided the sobplee SFSP

meal service is included in the original solicitati(i.e. RFP/IFB)
and the resulting contract.
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