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Financial Management in the 
National School Lunch Program

• Is the system operating in the “red” or in 
the “black”?

• Which schools are operating efficiently?

• Which costs are too high?

• Which schools have too much labor?

• What improvements can be made?



Basic Information 
Required for Success

• Learn the basis for the system’s financial management 
system

• Understand the basic Child Nutrition Program (CNP) coding 
structure

• Interpret the financial printouts

• Perform financial analysis of CNP costs

• Review policies

Sources of Financial Information

• Local Education Accounting (LEA) Accounting Manual

• Child Nutrition Programs Financial Management Manual



Financial Management in the National School 
Lunch Program

CASH-BASIS ACCOUNTING recognizes transactions when cash is received or disbursed.  The 
greatest weakness of cash basis accounting is that it does not recognize accounts receivable, 
accounts payable and other accrued items.  It does not match resources used to resources 
provided.

MODIFIED ACCRUAL-BASIS ACCOUNTING recognizes transactions when they become both 
measurable and available for use or collection within the reporting fiscal period.

ACCRUAL-BASIS ACCOUNTING recognizes transactions when they occur, regardless of the 
timing of the related cash transaction.

Basis of Accounting



Alabama State 
Department 
Board of 
Education 
Accounting 
System

Accounting System Components                                                                                                 
1         2       3           4            5            6         7          8            9

_ _ / _ / _ _ _ _ / _ _ _ / _ _ _ _ / _ _ _ _ / _ / _ _ _ _ / _ _ _ _

General Ledger and Special Reporting Codes

1. Fund Type and Account group 

2. Account Type 

3. Account Code (Function)

4. Object

5. Cost Center

6. Fund Source

7. Appropriation Year

8. Program

9. Special Use

The Alabama State Department of Education’s Financial 
Management System is uniform for all schools in Alabama. 

A 27-digit accounting code is used to identify each 
transaction and to provide uniformity of accounting and 
reporting information. 

The accounting codes also allow comparisons between 
school systems. 



Alabama 
State 
Department 
Board of 
Education 
Accounting 
System

• Fund Types

• * USDA programs are designated as Fund Type 12 (Special 
Revenue Fund).

• Account Types

• Assets [1] - what is owned and due to be received

• Liabilities [2] - what is owed

• Fund Equity[3] – operating balance

• Revenues/Sources [4] - what is received

• Expenditures/Uses [5] - what is paid 

• *United States Department of Agriculture



Alabama State Department Board 
of Education Accounting System

1       2       3           4            5              6        7        8          9

_ _ / _ / _ _ _ _ / _ _ _ / _ _ _ _ / _ _ _ _ / _ / _ _ _ _ / _ _ _ _

On most reports, you will see a code similar to the 
example shown above. 

EX: 12-1-0110-000-0035-5101-0-0000-0000

FUND-C-FUNC-OBJ-CCTR-SFND-PROG-USER



Alabama State Department Board of Education 
Accounting System

Assets

• Cash in Bank 0111

• Change Cash 0115

• Cash Short or (Over) 0118

• Investments (Current) 0121

• Accounts Receivable 0131

• Interfund Receivable 0133

• Intergovernmental Receivable 0134

• Returned Check Receivable 0137

• Inventories-Materials and Supplies 0141

• Inventories- Food 0143



Alabama State Department Board of 
Education Accounting System

• Salaries/Fringes Payable 0211-0249

• Accounts Payable 0251

• Interfund Payable 0261

• Deferred Revenues 0271



Alabama 
State 
Department 
Board of 
Education 
Accounting 
System

Fund Equity

• Reserved for Encumbrances 0341

• Reserved for Inventories 0342

• Unreserved Fund Balance 0350

• Encumbrance Offset 0358

• Adjustment to Beginning Balance 0360



Alabama State Department 
Board of Education 
Accounting System

Revenue
• Federal Sources USDA
• School Lunch 5110
• School Lunch Program-Section 4 5120
• After School Snack Program 5125
• School Breakfast Program 5130
• Severe Need Breakfast Program 5135
• School Breakfast Program-Start Up Grants 5140
• USDA Donated Foods (Commodities) 5160
• CNP Rebates USDA Donated Foods 5161
• Summer Food Service Program 5170
• Wellness-Wellness 5191
• Fresh Fruits and Vegetable Program (FFVP) 5192
• Healthier US School Challenge 5193
• Equipment Grant 5194
• Child and Adult Care 5199



Alabama State Department Board of 
Education Accounting System

Revenue
• Food Service Income 

• Daily Sales - Lunch 6710

• Daily Sales - Breakfast 6720

• Daily Sales - A la carte 6730

• Daily Sales - Other 6740

• Special Functions 6750

• Summer Feeding - Vending 6760

• Other Food Service Income 6790

• Interest 6810

• Other Local Source 6990

• CNP Rebates 8993

• Food Distribution Reimbursement 8994

• Operating Transfer In* 9210

• Sale of Fixed Assets 9310 *Use Special Use Code 0034 for required 
transfers from Foundation Program for State 
Mandated Raises and Fringes (Pass-thru)



❖ Salaries 053,113,115,141-149,172
❖ Substitutes 180
❖ Fringe Benefits 210-290
❖ Purchased Services 300’s

• Substitutes 335
• Equipment R & M 341
• Garbage and Waste 348
• Telephone 361
• Electricity 371
• Water & Sewage 372
• Natural Gas 373
• Travel-Local 381
• Travel-In-State 382
• Travel-Out-of-Sate 383
• Food Service Purchased Service 393

Accounting Code for Expenditures



Materials & Supplies
• Food 461
• Food Service Supplies 463
• Food Processing Supplies 464
• Other Food Supplies 469
• Office Supplies 471
• Other General Supplies 479

Non-Capitalized Equipment (Less than 
$5,000)
• Furniture & Fixtures 492
• Non-Instructional Equipment 493
• Computer Hardware 495
• Other Equipment 499

Capital Outlay – Equipment ($5,000 and >)
• Furniture & Fixtures 541
• Non-Instructional Equipment 545
• Computer Hardware 589
• Other Equipment 699

Other Fund Uses
• Indirect Costs 910

Accounting Code for Expenditures (Continued)



COST CENTER

The code for each Cost Center is determined by the School System. You should check with the person responsible in your 
system to obtain the information for your school system. 

For example, each school and the Food Service central office is given a different number. The central office may be 0010, one
high school may be 0031, another 0032, and the elementary school 0040.

PROGRAM CODE:  USE PROGRAM CODE 8420 FOR ALL CNP TRANSACTIONS!

All CNP transactions should be recorded to each school cost center.  At a minimum, entries in a CNP central office cost center 
should be distributed in an equitable manner to each school cafeteria cost center on a quarterly basis.  

Refer to the guidance reflected in the accounting manual, the Financial Planning, Budgeting and Reporting System for Alabama Public Schools. 
The accounting manual and all changes can be found on the SDE website.



Appropriation Year

The appropriation year is used to route activities to specific funding years.

Current Year 0
LEA Carryover 1
July-September (Federal) 2
Prior Year State Encumbrances 9



• All CNP transactions MUST be posted to a Cost Center. 

• All Central Office expenditures must be allocated and posted to each school - do not maintain a CNP 
Central Office Cost Center permanently.

• A la carte must be posted separately from Daily Sales Lunch and Breakfast.  

• A la carte consists of adult meals and all items that are priced and sold separate from the 
reimbursable meals.



State Mandated Accounting System

Computerized printouts from the school system’s central accounting system are the official and 
required records describing the financial status of the CNP. Some printouts are available only on a 
fiscal-year basis (Oct.-Sept.). However, there are some printouts available on a school-year basis (July-
June). The printouts should be reviewed for the CNP Fund as a whole, as well as by cost centers (each 
school/site), if available. 

Good financial management requires that the CNP director learn to read and interpret the information on
the financial summary reports. Some reports from the school system will be more helpful than others.

CNP Directors should request accounting printouts on a monthly basis so that they can more effectively 
manage the Program.   CNP Directors need reports by Funding Source and by Cost Center to analyze the 
Program overall operation and on a school-by-school basis.



The most useful printouts for the CNP include:

• General Ledger Snapshot Analysis Report - a useful tool to see how the total CNP program is operating for 
the year-to-date. It reflects totals for cash, revenues, expenditures, and results of operation.

• Journal Summary Balance Sheet - reflects assets, liabilities, and fund equity (cash, payables, encumbrances, 
fund balance) at a specific point in time. 

• Journal Summary Operations Report - reflects all revenues (by type), all expenditures (by object code), and 
results of operation (activity) for current month and year-to-date.

Other types of printouts are available depending on your needs. Some examples include: Journal Summary Revenue Report and Journal 
Summary Expenditure Report. These reports also contain the status of the budgeted amount. 

The titles used above are from McAleer software. If your school system has other software programs, the printouts may not be titled the same as the examples 
described, but the information presented is the same.



Financial Statements



Financial Statements



Financial Statements



Financial Statements



Financial Statements



Examine financial reports to answer the following questions.
• What is the Cash Shortage per cost center?
• What is the amount of revenue earned per cost center from USDA Reimbursement for School Lunch?
• What object of expenditure code did the cost centers use for Federal Medicare?
• How much total rebate did the system receive?
• What is the total Labor Cost for the system?
• What is the amount of Pass Thru received per cost center during the month?
• Is the system operating in the “red” or in the “black”?
• Which schools are operating efficiently?
• Which costs are too high?
• Which schools have too much labor?
• What improvements can be made?



Successful financial management of school foodservice operation requires careful review and analysis of financial data.  For 
financial data to be purposeful and useful, it must be understandable, reliable, relevant, and timely.  Understanding and monitoring 
financial data can help directors and managers determine the profitability and efficiency of a school foodservice operation and 
identify areas for improvement.  The relationship between available revenue and program costs must be evaluated on a regular 
basis.  Programs are expected to be self sufficient.  This requires increased accountability.



Meals per Labor Hour

• The Meals Per Labor Hour equals the average number of meals served per labor hour in a 
school system.

• Meals Per labor hour is calculated by dividing the Annual Meal Equivalents Served by Total 
Meal Service Labor Hours.  

• The Total Meal Service Labor Hours are obtained from pass-thru worksheet (Total Cafeteria 
Staff Labor Hours). Contract labor hours must be included in the reported Total Cafeteria 
Staff Labor Hours. 

• The school food authority should verify that the data reported is accurate.
• If the number of meals per labor hour is below 16 or greater than 19, verify the Total 

Cafeteria Staff Labor Hours was reported correctly. 



For all per meal calculations and for Meals Per Labor Hour, we must determine Meal Equivalents.

Meal Equivalents

1 Lunch = 1 meal equivalent

3 Breakfasts = 2 meal equivalent

3 Snacks = 1 meal equivalent

All a la carte/$3.00 = 1 meal equivalent

*It is critical that the system correctly record any a la carte items as it will affect the number of meal equivalents measured for each school and for the 

program as a whole!

A la carte includes: All Adult Meals

All Student a la carte

All vended, catered, and special functions

(Any sale of food other than a student reimbursable meal.)

Meals per Labor Hour



Meals per Labor Hour

To determine the productivity rate (or the meals per labor hour produced by an existing staff), use the 
following formula:

Output (MEQ) = Productivity Rate
Input (Number of Labor Hours) (MPLH)

Annual Meal Equivalents Served 7,826,315

Total Meal Service Labor Hours (Cafeteria Staff) 444,444

Total Meals per Labor Hour 17.61

Annual Meal Equivalents Served 7,826,315

Total Meal Service Labor Hours (Cafeteria Staff) 444,444

Total Meal Service Labor Hours (Contract Labor) 120,000

Total Meals per Labor Hour 13.87



Revenue from Nonprogram Foods

Food and Nutrition Service (FNS) defines “nonprogram foods” as those foods and beverages sold in a 
participating school other than reimbursable meals and meal supplements that are purchased using 
funds from the nonprofit school food service account. 

Nonprogram foods include:
• A la carte items
• Adult meals  

They also include items purchased with nonprofit school food service account funds such as:
• Vending machines
• School stores 
• Catered meals
• Vended meals



Revenue from Nonprogram Foods

It is important to ensure that the revenues from the sale of nonprogram foods generate at least the 
same proportion of School Food Authority (SFA) revenues as expenses from the purchase of 
nonprogram foods contribute to the SFA’s food costs.



Charge Meal Policy

Local Policies

Worthless Checks

The face value of a check returned for insufficient funds (NSF) may not be absorbed as a cost by state, federal or public 
local funds.  An uncollected check is considered a bad debt.  Bad debts are not an allowable expenditure for any state, 
federal or public local funds. Therefore, each system must ensure that a policy is established and implemented to properly 
address this issue.  The policy established system-wide must be enforced in each local school.

Uncollected charged meals are in actuality bad debts.  If a system elects to permit charged meals, it is required that a 
policy addressing the charged meals must be implemented.  Uncollected charged meals are not an allowable 
expenditure for the Child Nutrition Fund.  If a system or local school elects to permit charges, then a nonpublic fund 
source must be established to cover any uncollected charges



Pass Thru Required Transfer CNP

Pass-Thru Transfers
• Use worksheet provided each year with Budget Instructions 
• Prepare a worksheet using payroll data for the current year 
• Keep worksheet and documentation and bring forward every year
• Document how information was obtained for formula
• Used for CNP to complete annual labor costs for Financial Profile 
• Must include contract employees and permanent substitutes

Pass-Thru can only be withheld
➢ Approval must be requested
➢ Cannot withhold more pass-thru than calculated



Paid Lunch Equity

Each School Food Authority must evaluate the prices charged for paid lunches in relation to the federal paid 
and free reimbursement rates.  

To do this the SFA must determine:

• the weighted minimum average  paid lunch price charged for paid lunches in the previous school year
• the difference between the free lunch per meal reimbursement rate and the paid lunch per meal 
reimbursement rate in effect for the previous school year; this is also called the ‘‘reimbursement difference’’

*If an SFA’s weighted minimum average paid lunch price is equal to or greater than the reimbursement difference, the SFA 
is not required to make any adjustments in lunch prices.

** If an SFA’s weighted minimum average paid lunch price is less than the reimbursement difference, the SFA must 
increase prices for paid lunches or add financial support from non-federal sources to the school food service account. 



Debbie Harris
dharris@alsde.edu



In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights regulations and           

policies, the USDA, its Agencies, offices, and employees, and institutions participating in or administering USDA            

programs are prohibited from discriminating based on race, color, national origin, sex, religious creed, disability, age,    

political beliefs, or reprisal or retaliation for prior civil rights activity in any program or activity conducted or funded by USDA.  

Persons with disabilities who require alternative means of communication for program information (e.g. Braille, large print, audiotape, 

American Sign Language, etc.), should contact the Agency (State or local) where they applied for benefits.  Individuals who are deaf, 

hard of hearing or have speech disabilities may contact USDA through the Federal Relay Service at (800) 877-8339.  Additionally,

program information may be made available in languages other than English.

To file a program complaint of discrimination, complete the USDA Program Discrimination Complaint Form, (AD-3027) found online 

at: How to File a Complaint, and at any USDA office, or write a letter addressed to USDA and provide in the letter all of the 

information requested in the form. To request a copy of the complaint form, call (866) 632-9992.  Submit your completed form or 

letter to USDA by: 

(1)    mail: U.S. Department of Agriculture

Office of the Assistant Secretary for Civil Rights

1400 Independence Avenue, SW

Washington, D.C. 20250-9410;

(2) fax: (202) 690-7442; or 

(3)     email: program.intake@usda.gov.

This institution is an equal opportunity provider.

http://www.ocio.usda.gov/sites/default/files/docs/2012/Complain_combined_6_8_12.pdf
http://www.ascr.usda.gov/complaint_filing_cust.html

