District D Public Schools


6.0  DISTRICT D public Schools 
This chapter presents the observations regarding operations of Food Services for District D Public Schools located in the southern part of the state. The four major sections in this chapter are:


6.1

Organization and Management


6.2

Policy, Procedures, and Compliance with Regulations

6.3

Financial Performance

6.4

Student Meal Participation

6.1
Organization and Management

Food Services for District D Public Schools offers breakfast and lunch meals to over 3,500 students and adults at five campuses. These campuses are comprised of two elementary schools, one intermediate school, one junior high school and one high school within the city of District D. 
The school district participates in the National School Lunch Program (NSLP) and School Breakfast Program (SBP), which are regulated by the United States Department of Agriculture (USDA) and administered by Child Nutrition Services within the State of Washington’s Office of Superintendent of Public Instruction. 
As a participant in the NSLP and the SBP, the school district receives federal and state reimbursement income for free, reduced, and paid breakfast and lunch meals served. In addition to federal meal reimbursements income, the school district also receives USDA food commodities. 
OBSERVATION
Currently, as illustrated in the department’s organizational structure in Exhibit 6-1, the position of Food Service Supervisor is a shared position with two half-time employees having responsibility for the activities of the department. Both Food Service Supervisors report to the Assistant Superintendent for Business and Personnel in District D Public Schools. All five lead cooks report to the Food Service Supervisors with school kitchen staff reporting to their respective lead cook. 
The two shared positions serving as the Food Service Supervisor work at a minimum of 20 hours per week, and salary with benefits are prorated based on a half-time position. These two staff members generally work more than 20 hours each and the school district is benefiting by having at least one supervisor, if not both, available during circumstances when one is ill or out on leave without having to pay additional salary and benefits.

The organizational chart in Exhibit 6-1 shows a unique structure that is working for District D Public Schools due to the low number of schools and student enrollment. 
EXHIBIT 6-1
DISTRICT D PUBLIC SCHOOLS

FOOD SERVICES ORGANIZATIONAL STRUCTURE
2004-05 school year











Source: District D Public Schools, Food Services Department, 2005.

Exhibit 6-2 shows an analysis on the job share benefits and considerations that was presented to the administration within the District D Public Schools. 
As shown on Exhibit 6-2:

· benefits include strength of the two individuals;

· job sharing allows ability for staff to be located in two places at the same time;

· increased creativity;

· position is covered when one person is out of the office;

· overlapped schedule provides double coverage as needed; and

· preferable to Food Services staff.

EXHIBIT 6-2

DISTRICT D PUBLIC SCHOOLS
JOB SHARE BENEFITS AND CONSIDERATIONS

	Benefits

· Capitalizes on strengths of two individuals.

· Food service has significant deadline(s) each school day – job sharing allows physical ability to be in two places at the same time.

· Collaboration allows for improved decision-making and brainstorming with two idea sources and sounding boards.

· Creates synergy:

· greater energy expended in compact time period

· more than 40 hours typically invested by two individuals.

· Increased creativity

· Greater problem-solving ability – issues one person cannot deal with alone become issues for administration.

· Position remains covered even in illness, vacation, or emergency.

· Allows greater availability to parents, teachers, students, administrators
· Overlapped schedule provides double covering during ‘crunch time.’

· Greater ability to add additional projects (such as child/teacher surveying, staff inservicing, classroom education, networking).

· Preferable to kitchen staff’s.

· Reduction in full-time employee ‘burn-out.’

· Would maintain current supervisor with extensive school FS background in preferred work schedule while adding new ideas, vantage point, and expertise.

Consideration

· Cost

· duplication of employee benefits for optional and dental coverage.

· may be offset by ’40 hour investment by employees in shared position and synergy.

· Communication

· potential for communication challenges when working with two individuals.

· Improvements in communication can be targeted and might include:

· Common email for ‘Foodservice Supervisor’ for all administrative messaging

· Both employees working on-site

· Overlapping of schedules for continuity.

· Regularly scheduled administrative meetings with both employees (such as 15-20 minutes weekly)


Source: District D Public Schools, Food Service Department, 2005.
COMMENDATION

The organizational structure for Food Services in District D Public Schools provides for an effective and unique organization.

OBSERVATION
Like many State of Washington public school districts, DISTRICT D food service staff are a part of a bargaining unit which negotiates rate of pay using step pay plans and benefits with the school district. Exhibit 6-3 shows the negotiated rate of pay for staff represented by the District D Educational Support Personnel Association.
As shown in this exhibit:

· cook positions are part of a five-step pay plan ranging from a low of $11.59 to a high of $12.39 per hour;
· site head cook and head cook positions have 4-step pay plan;

· site head cook position hourly rate increased approximately $0.25 per hour from the 2003-04 school year; and

· head cook positions’ hourly rate increased approximately $0.26 per hour from the 2003-04 school year.
EXHIBIT 6-3

DISTRICT D PUBLIC SCHOOLS

FOOD SERVICE SALARY SCHEDULE

2003–04 and 2004-05 SCHOOL YEARS
	POSITION/STEP
	2003–2004
	2004–2005

	FOOD SERVICE
	
	2% INCREASE

	Substitutes
	
	$10.97

	Cook
	$11.36
	$11.59

	
	$11.57
	$11.80

	
	$11.77
	$12.01

	
	$11.95
	$12.19

	
	$12.15
	$12.39

	Site Lead Cook
	$12.02
	$12.26

	
	$12.27
	$12.52

	
	$12.51
	$12.76

	
	$12.70
	$12.95

	Head Cook
	$12.46
	$12.71

	
	$12.75
	$13.01

	
	$13.06
	$13.32

	
	$13.24
	$13.50






Sources:
District D Public Schools, Food Service Department, 2005; and
District D Educational Support Personnel Association, Bargaining Agreement, 2003-04 and 2004-05.
Meals per labor hour (MPLH) measures the average number of full meals and meal equivalents served divided by the number of employee hours worked. District D Public Schools does not report nor analyze meals per labor hour.
Prior to the 2002-03 school year, the two Food Services Supervisors analyzed hours needed by campus. They determined that, while a couple of staff hours should be slightly increased, the majority of staff hours were decreased. DISTRICT D met with the bargaining unit for food services staff to discuss the decrease in labor hours in order to lessen the financial strain that labor costs are placing on the school district.
Exhibit 6-4 shows the analysis that DISTRICT D performed to reduce labor hours throughout the school district. The hours previously assigned by site and position responsibility are shown along with the new assignments and hours.
EXHIBIT 6-4

DISTRICT D PUBLIC SCHOOLS

FOOD SERVICE STAFF SCHEDULE

FOR 2002–03 SCHOOL YEAR
CURRENT AND ACTUAL FOR THE SAME YEAR
	POSITION 
RESPONSIBILITY
	CURRENT SITE
	PREVIOUS 
HOURS
	NEW 
HOURS
	NEW
SITE

	Lead
	School 1D
	7
	7
	School 2D

	Lead
	School 2D
	7.5
	6
	School 5D

	Lead
	School 3D
	7
	5.75
	School 3D

	Lead
	School 4D
	7
	5.75
	School 1D

	Lead
	School 5D
	7
	5.5
	School 4D

	Kitchen Staff
	School 5D
	6
	7
	School 2D

	Kitchen Staff
	School 2D/School 4D
	3.25/2.75
	6.5
	School 2D

	Kitchen Staff
	School 1D
	6
	3
	School 5D

	Kitchen Staff
	School 2D
	6
	3
	School 1D

	Kitchen Staff
	School 4D
	4
	2.75
	School 2D

	Kitchen Staff
	School 3D
	4
	2.75
	School 2D

	Kitchen Staff
	School 2D
	6
	2.5
	School 3D

	Kitchen Staff
	School 5D
	3.25
	2.5
	School 3D

	Kitchen Staff
	School 3D
	4
	2.5
	School 5D

	Kitchen Staff
	School 1D
	3
	2.5
	School 5D

	Kitchen Staff
	School 1D
	3
	2.25
	School 1D

	Kitchen Staff
	School 2D
	3
	2.25
	School 1D

	Kitchen Staff
	School 2D
	2
	2.25
	School 3D

	Kitchen Staff
	School 5D
	2.5
	2
	School 4D

	Kitchen Staff
	School 2D
	2.5
	2
	School 4D

	Kitchen Staff
	School 3D
	2
	2
	School 2D Driver

	Kitchen Staff
	School 4D
	
	2
	School 4D

	Kitchen Staff
	School 2D
	3.5
	5
	School 2D

	TOTAL HOURS
	102.25
	84.75
	


Source: District D Public Schools, Food Service Department, 2005

As shown in Exhibit 6-4:

· locations changed for some staff, including lead workers;

· one position was added at School 4D; and
· over 17.5 hours per day (17 percent) were eliminated throughout the district.
District D Public Schools is within best practice levels for percentage of labor cost to total revenue during the 2003–04 school year. 

Exhibit 6-5 shows labor costs, total expenditures, and percentage of labor costs to total revenues and expenditures for DISTRICT D for the past three years.  As shown:

· total labor costs range from $316,740 to $373,095 during the past three years; 
· the percentage of labor costs to total revenue ranges from 39.88 percent in 2003-04 to 44.39 percent in 2002-03; and
· the percentage of labor costs to total expenditures ranges from 38.07 percent in 2001-02 to 45.21 percent in 2002-03.
The percentage of labor costs to total revenue for the school district was slightly higher than best practices among school districts throughout the country in 2001-02 and 2002-03; however the school district labor costs were slightly below the best practice level in 2003-04. This decrease in the percentage of labor costs to total revenue is most likely due to the reduction in labor hours for the 2003-04 school year. According to School Business Insider, labor (including salary, overtime wages, health insurance, workers’ compensation, and other benefits) should not exceed 40 percent of revenue. As shown in Exhibit 6-5, DISTRICT D labor percentages to total revenue is within best practice levels for 2003-04.
COMMENDATION

The Food Service Department in District D Public Schools has reduced labor hours to achieve best practice levels for the percentage of labor hours compared to total food service revenue during the 2003–04 school year.
Recommendation
Recommendation 6-1:

Reevaluate labor hours by positions and site to possibly reduce labor costs.

DISTRICT D is commended for a thorough evaluation of staff labor hours during the 2002-03 school year to reduce costs. This evaluation exercise should be performed again to ensure labor hours are consistent with benchmark levels as indicated in Exhibit 7-9 in Chapter 7 of this report. The implementation of this recommendation should ensure DISTRICT D is expending the appropriate labor costs for the school district.

EXHIBIT 6-5

District D Public Schools
Labor Costs

2003-04 School Year

	School Year
	Total Labor Costs
	Total Revenue
	Total Expenditures
	Percentage of Labor Costs to Total Revenue
	Percentage of Labor Costs to Total Expenditures

	2001-02
	$316,740
	$768,769
	$831,945
	41.20%
	38.07%

	2002-03
	$353,910
	$797,193
	$782,732
	44.39%
	45.21%

	2003-04
	$373,095
	$935,465
	$902,530
	39.88%
	41.34%


Source: Washington Office of the Superintendent of Public Instruction, Report 1800 A, 2001-02, 2002-03, and 2003-04.
IMPLEMENTATION STRATEGIES AND TIMELINE

	1. The Food Service Supervisors should repeat the labor evaluation analysis for each campus.
	September 2005

	2. The Food Service Supervisors should develop a plan regarding recommended changes.
	December 2005

	3. The Food Service Supervisors should submit the plan for approval to the Assistant Superintendent for Business and Personnel and the Superintendent. 
	January 2006

	4. The Food Services Supervisor should contact the labor union to inform them on the plan.
	February 2006

	5. The Food Service Supervisors should notify staff concerning the plan.
	March 2006

	6. The Food Services Supervisors should implement the plan.
	Fall 2006


FISCAL IMPACT
This recommendation can be implemented with existing resources.

6.2
Policy, Procedures, and Compliance with Regulations
Food service policies and procedures provide important information to drive internal operations, but are also important in the overall communication to the public.  The absence of formal policies and procedures creates the potential for misinterpretations and omissions within the Food Service Department. 

Policies and procedures also provide the basis for staff to understand the necessity of compliance with federal, state, and local regulations and are a necessity for efficient food service operations.

6.2.1
Strategic and Operational Planning

OBSERVATION
The Food Service Department of District D Public Schools does not have a formal strategic or operational plan for the department. The Food Service Department establishes annual goals that are evaluated at the end of each year. This information is then utilized to establish the goals for the next year. 
Goals for the 2004–05 school year are:
1. Continue to increase meal participation:
· continue to introduce new and interesting menu choices at all age levels;
· continue to customize menus based on age group preferences;
· add capital equipment as supported by the budget to accommodate new products and delivery services; and
· increase breakfast and lunch participation by an average of 5-10 percent.
2. Continue to build strong staff communications and relationships:
· monthly kitchen meetings;
· two large group meetings per year with focus on team building;
· monthly menu input, idea solicitation and review;
· involve staff in off-site activities as possible; and 
· implement uniforms to assist with team identification.
3. Maintain a positive financial position:
· continue to implement food and labor cost-saving measures;
· continue to increase meal participation and other income;
· balance need to increase labor while expanding meal counts; increase labor as needed to support program;
· enhance new ordering and inventory system to allow for large drop orders; and
· explore catering as a source of income.
4. Continue to advocate healthy meal and snack choices for students:
· meet NSLP and SBP nutrition requirements while expanding a la carte choices; and
· test and utilize new food products and commodities in menu.
Commendation

District D Public Schools is commended for establishing annual measurable goals. 
The goals established by the Food Service Department provide a means for improvement and evaluation of the operations. The 2004-05 goals are built from those established the previous year and include carry over for those that were not fully met and/or are ongoing activities.

RECOMMENDATION

Recommendation 6-2:

Incorporate goals into a comprehensive strategic plan.
A strategic plan would provide the tool to enable the Food Service Department to establish goals that are based on established long term objectives. Implementation strategies can then be developed to aid in the achievement of strategic goals. This recommendation will tie in the goals to the strategic plan for Food Service Operations in District D Public Schools. 
IMPLEMENTATION STRATEGIES AND TIMELINE

	1. The Food Service Supervisors should form a committee for the development of the plan. The committee should include representation from food services, related central office staff and schools. 
	September 2005

	2. The committee should review plans from other school districts, hold discussions and develop a recommended strategic plan.
	December 2005

	3. The Food Service Supervisors should recommend adoption of the strategic plan to the Superintendent and Board.
	January 2006

	4. Upon approval, the Food Service Supervisors should communicate the plan throughout the school district and begin implementation.
	February 2006


FISCAL IMPACT

This recommendation can be implemented with existing resources.

6.2.2
Capital Equipment and Preventative Maintenance
OBSERVATION
Capital expenditures for food service equipment have been budgeted during recent years at $10,000 per year but have been adjusted depending on the amount of fund balances at the end of each fiscal year. Due to recently stretched budgets, a capital expenditure plan for food service equipment has yet to be developed.

RECOMMENDATION

Recommendation 6-3:

Develop a planned capital replacement schedule based on the life expectancy of major equipment items.

Now that the Food Services Department is realizing annual budget surpluses, a capital replacement plan can be developed, budgeted annually and implemented. This will help to insure that all equipment is up to date. It will also provide a means for each cafeteria manager to plan when new equipment will be available.

IMPLEMENTATION STRATEGIES AND TIMELINE

	1. The Food Service Supervisors and lead staff should review the current equipment and develop a needs assessment of necessary additions and replacements.
	September 2005

	2. The Food Service Supervisors should develop an annual schedule of costs and priorities based on the needs assessment.
	November 2005 and Ongoing

	3. The Food Service Supervisors should submit budget requests to the Finance Director based on the needs assessment and prioritization process.
	February 2006
Ongoing


FISCAL IMPACT

This recommendation can be implemented with existing resources.

OBSERVATION
The Maintenance Department is responsible for completing regular maintenance checks on all equipment. Specific maintenance needs that come up are dealt with through the regular work order process.  All funds for equipment maintenance are budgeted through the Maintenance Department. Maintenance staff have expertise in both the electrical and refrigeration trades. Equipment inspections were up to date and all equipment is in good condition.

Commendation

District D Public Schools is commended for acquiring knowledgeable trades staff and maintaining equipment at minimal expense to food service operations.
6.2.3
Training
OBSERVATION
Formal training for food service personnel consists primarily of an annual program in conjunction with neighboring school districts. The sessions are established through the regional cooperative and are targeted toward specific training needs as determined by the Food Service Supervisors. The upcoming training (Summer 2005) will focus on the “serve safe” program. Informal training activities occur regularly through monthly safety meetings, lead cook meetings and small group team building sessions. In addition off-site visits have been held so staff can keep aware of possible ways they can improve their services. 
Commendation

The Food Service Department is commended for participating in the regional training programs and ensuring that all employees receive training on a regular basis.

6.2.4
Operations
OBSERVATION
All sites are served by the central kitchen located at School 2D. The primary entrees scheduled for the day are prepared there and sent to each school. Secondary entrees and/or snacks are prepared in smaller facilities at each school. The facilities and storage at School 2D are ample and in good condition. The facilities at each of the other schools vary a great deal but all are lacking in storage space.

RECOMMENDATION

Recommendation 6-4:
Evaluate ways to increase storage space at the satellite facilities.

While the use of a central kitchen works well and is considered a best practice, DISTRICT D has also elected to do batch cooking and some food preparation at each site. These sites generally lack proper storage facilities for this to occur. If the intent is to continue this practice there is a need for additional storage either through re-use of existing space and/or through portable facilities. The development of a strategic plan will help to determine if the batch cooking at each site will continue.

IMPLEMENTATION STRATEGIES AND TIMELINE

	1. After adoption of the strategic plan the Food Service Supervisors and cafeteria managers should analyze the storage needs at each school.
	March 2006

	2. Where there is a shortage of space the Food Service Supervisors should recommend to the Superintendent that the need for additional space be included with any facility planning processes.
	July 2006

	3. The Food Service Supervisors should review temporary facilities, reassignment of existing space, etc. when solutions cannot be met through the facility planning process.
	2006 – 2007 
school year


FISCAL IMPACT

The recommendation to determine needs can be implemented with existing resources. The cost of facility changes, as determined, will need to be calculated during the storage space evaluation.
6.2.5
Compliance with Regulations
OBSERVATION
Health Department regulations and reports are kept on file and posted at each kitchen. In addition, emergency procedures and accident report forms are easily available at each site. The emergency procedures call for immediate attention to the need, a follow-up report to be completed at the site and then submitted to the Food Service Office. Any needed follow-up is conducted from the central office.

Commendation

District D Public Schools maintains and posts Health Department and emergency procedures.

OBSERVATION
The cleanliness of facilities can impact student participation. If food is being cooked and served from a dirty kitchen, the students will not be willing to eat it. The schools visited had few health violations on their last inspections and any violations noted were corrected. 
Overall, the facilities were very clean with few personal items found in food preparation areas. Posters on sanitation and proper hand-washing techniques were posted prominently.

Commendation

The Food Service Department of District D Public Schools maintains clean facilities.
6.3
Financial Performance

According to the Washington Office of the Superintendent, the Food Service Department of District D Public Schools revenues were over $935,000 in the 2003-04 school year while operational expenses, including indirect costs, were just over $902,500. Operational costs in 2003-04 have increased by over $70,585 since 2001-02 while revenue has increased slightly over $166,696 during the same time period. 

Exhibit 6-6 summarizes the department’s revenues, expenditures, and net income over the past three school years. The exhibit shows that from 2001-02 to 2003-04, the department has increased revenues by 21.68 percent and increased expenditures by 8.48 percent. 
6.3.1
Food Costs

OBSERVATION 
The Food Service Supervisors for District D Public Schools monitor expenditures associated with food purchases. The school district offers the same menu options for each of the five schools. Each school receives the same breakfast menus and main items available for lunch. School 3D students are also provided a menu option of a burger or deli sandwich on a daily basis.

Purchasing associated with this type of menu planning is cost effective. Commodities are shown as expenditures with an offset to revenue per OSPI policy. Exhibit 6-7 shows the food costs for District D Public Schools during the 2001-02 through 2003-04. This exhibit shows the following:

· food costs increased by $68,902 since 2001-02, which is a 21.75 percent increase;
· food costs decreased by 3.57 percent in 2002-03 from the previous year and increased 26.27 percent from 2002-03 to 2003-04; and
· the food cost percentage to total revenue was 41.20 percent in 2001-02 and has increased .02 percent since that period.
Limited menu options at the middle and high schools reduce expenses for DISTRICT D and a la carte items are also limited throughout District D Public Schools.

EXHIBIT 6-6

District D Public schools
Expenditure and Revenue Analysis

2001-02 through 2003-04 school years
	school year
	Total 

Revenue
	Total 

Revenue

Difference

From 

Prior 

Year
	Total 

Revenue 

Percentage 

Difference 

From 

Prior 

Year
	Indirect 

Costs
	Total

 Expenditures 

Including 

Indirect 

Costs
	Total

Expenditures 

Difference 

From 

Prior 

Year
	Total

Expenditures 

Percentage 

Difference 

From 

Prior 

Year
	Total 

Revenues 

Less 

Expenditures 

Including 

Indirect 

Costs
	Total 

Revenues 

Less 

EXPENDITURES 

Excluding 

Indirect 

Costs

	2001-02
	$768,769
	-
	-
	$88,473
	$831,945
	-
	-
	($63,176)
	$25,297

	2002-03
	$797,193
	28,424
	3.70%
	$81,354
	$782,732
	-$49,213
	-5.92%
	$14,461
	$95,815

	2003-04
	$935,465
	138,272
	17.34%
	$86,084
	$902,530
	$119,798
	15.31%
	$32,935
	$119,019

	Difference 

between
2001-02 and 

2003-04 school years
	
	$166,696
	21.68%
	
	
	$70,585
	8.48%
	
	


Source: Washington Office of the Superintendent of Public Instruction, Report 1800 A, 2001-02, 2002-03, and 2003-04.

Note: Commodities are included in both revenue and expenditure totals.
Exhibit 6-7

District D Public Schools

Food Costs

2001-02 through 2003-04 school years
	School
Year
	Food Costs
	Total Food Costs Difference From Prior Year
	Total Food Costs Percentage Difference From Prior Year
	Total Revenue
	Food Costs Percentage of Total Revenue

	2001-02
	$316,740
	-
	-
	$768,769
	41.20%

	2002-03
	$305,418
	-$11,322
	-3.57%
	$797,193
	38.31%

	2003-04
	$385,642
	$80,224
	26.27%
	$935,465
	41.22%

	Difference
between

2001-02 and 
2003-04 

school year


	 
	$68,902
	21.75%
	 
	 


Source: Washington Office of the Superintendent of Public Instruction, Reports F196 and 1800A, 2001-02, 2002-03, and 2003-04.
Meal prices for DISTRICT D and the State of Washington’s average per price per meal are shown in Exhibit 6-8.
As shown in this exhibit: 
· secondary schools only charge $0.05 more than elementary schools for breakfast;

· District D is above the state average for breakfast meal prices for each school level;

· District D is $0.15 higher than the state average for lunch meal prices in the elementary schools; and
· District D is $0.25 higher than the state average for lunch meal prices in the secondary schools.
District D Public Schools receive commodities through OSPI. Exhibit 6-9 shows the commodity information for DISTRICT D during the 2001-02 through 2003-04 school years. 

EXHIBIT 6-8

District D Public Schools

Meal Prices

2003-04 School Year

	SCHOOL LEVEL
	Student Breakfast
	Reduced Breakfast
	Adult Breakfast
	Student Lunch
	Reduced Lunch
	Adult Lunch
	State Average Student Breakfast
	OVER(UNDER)

STATE AVERAGE STUDENT BREAKFAST
	State Average Student Lunch*
	Over/(Under) State Average Student Lunch

	Elementary
	$1.10
	$0.30
	$1.75
	$1.75
	$0.40
	$2.60
	$0.97
	$0.13
	$1.60
	$0.15

	Intermediate
	$1.10
	$0.30
	$1.75
	$2.00
	$0.40
	$2.60
	$1.06
	$0.04
	$1.85
	$0.15

	Junior High
	$1.15
	$0.30
	$1.75
	$2.00
	$0.40
	$2.60
	$1.06
	$0.09
	$1.85
	$0.15

	Secondary 
	$1.15
	$0.30
	$1.75
	$2.15
	$0.40
	$2.60
	$1.08
	$0.07
	$1.90
	$0.25


Source: District D Public Schools, Food Services, 2005.
Exhibit 6-9

District D public schools
USDA COMMODITIES
2001-02 through 2003-04 school years
	 

Commodities
	USDA Value

	
	2003-04 
	2002-03
	2001-02

	Bonus Commodities
	$7,284
	$6,990
	$7,502

	Entitlement Commodities
	$50,047
	$32,841
	$54,510

	Total Commodities
	$57,331
	$39,831
	$62,012


Source: OSPI, Statement of Commodities Shipped Report, 2005.
As shows in the exhibit:

· bonus commodities have been consistently in the $7,000 range for the past three years; and

· entitlement commodities reported for 2003-04 are $17,206 higher than the previous year, but consistent with the 2001-02 school year.

Exhibit 6-10 shows the total value of USDA commodities as reported from OSPI, the total expenditures to food vendors and purchasing cooperatives as reported by DISTRICT D, and the percentage of commodities to the total value of food purchases.

As shown in Exhibit 6-10:

· the percentage range of commodities used range from 14.03 percent in 2002-03 to 21.18 percent in 2001-02; and

· the majority of food purchases is through vendors and purchasing cooperatives of the school district.
Exhibit 6-10

District D public schools
USDA Commodities versus other food purchases

	SCHOOL
YEAR
	Total USDA Commodities
	Other Food Purchases
	Total Commodities and Food Purchases
	Percentage of Commodities to Total Food Purchases

	2003-04
	$57,331
	$326,084
	383,415
	14.95%

	2002-03
	$39,831
	$244,102
	283,933
	14.03%

	2001-02
	$62,012
	$230,712
	292,724
	21.18%


Sources:
District D Public Schools, Food Service Department, 2005.; and Washington OSPI, Commodities 

Shipped Report, 2003, 2004, and 2005.
RECOMMENDATION

Recommendation 6-5:

Reduce food costs to less than 36 percent of revenue in order to be consistent with best practices.

Although District D’s Food Service operation is currently covering its share of expenses, best practices recommends that food costs should be less than 36 percent of revenue. Since the current level for food costs is 41.22 percent, DISTRICT D only needs to reduce costs by 1.22 percent or $11,819 based on the 2003-04 figures. This action should involve increasing the use of USDA commodities to replace vendor purchases.
IMPLEMENTATION STRATEGIES AND TIMELINE

	1. The Assistant Superintendent for Business and Personnel should direct the Food Service Supervisors to develop a plan for the reduction of food costs by 1.22 percent within the next school year, which should include an increase in the use of commodities.
	September 2005

	2. The Food Service Supervisors should create and implement a plan to reduce food costs.
	October 2005

	3. The Food Service Supervisors should provide the Assistant Superintendent for Business and Personnel with reports showing the food cost percentage of revenue and prepare a corrective action plan where food costs exceed the recommended percentage.
	November 2005

and Ongoing


FISCAL IMPACT

Total revenues were $935,465 for DISTRICT D in 2003-04. The school district should see a net profit of $48,875 based on a 36 percent threshold of revenue used for food costs ($935,465 * 36 percent = $336,767 for the recommended threshold; $385,642 current food costs less $336,767 recommended food costs equals $48,875).
	Recommendation
	2005-06
	2006-07
	2007-08
	2008-09
	2009-10

	Reduce Food Costs to Best Practices Level
	$48,875
	$48,875
	$48,875
	$48,875
	$48,875


OBSERVATION
During on-site visits to campus kitchens and cafeterias, our consulting team was informed that food service staff were notified of tentative field trips two weeks prior to the trip. Food service staff were then provided with a definite field trip schedule one week prior to the event. Sack lunches are provided for these students and staff have time to make menu adjustments if necessary for food allergies. This efficient practice allows food service staff to maintain student participation rates for meal reimbursements.

COMMENDATION

District D Public Schools has an effective communication plan between school administration and food service staff to ensure sack lunches are provided to students attending field trips to maintain participation rates.
6.3.2
Indirect Cost Allocation
OBSERVATION
Currently, OSPI calculates indirect costs for each school district’s food service operation through the annual 1800 Report. This report contains financial data on each food service operation throughout Washington. This report provides the following information concerning indirect expenditures:
Indirect expenditures are those that are difficult to charge directly to a specific program. Indirect expenditures are allocated to the food services program in each school district through the application of an indirect expenditure rate. An indirect expenditure rate for is based on each school district’s Annual Financial Statements (F-196). In general, an indirect rate is calculated by dividing selected administrative service, maintenance, and grounds expenditures in Program 97, District-wide Support, by total general fund direct expenditures. Each school district’s indirect expenditure rate is multiplied times the school district’s food service program direct expenditures less food service program capital outlay, and beginning with 2002-03, less commodities expenditures. The result is the indirect expenditures allocable to the food service program. 

DISTRICT D charges 12 percent for indirect costs to the Food Service Department based on information provided by the percentage rate provided through the F-196 Report from OSPI. The total amounts charged for the past three school years regarding indirect costs as indicated on District D’s financial reports are as follows:

· $113,440 during the 2003-04 school year;

· $81,374 during the 2002-03 school year; and

· $92,528 during the 2001-02.
The 2003-04 indirect percentage rate for DISTRICT D is also 12 percent based on OSPI data. Therefore, if DISTRICT D applies the same indirect percentage rate to total expenditures less commodities and capital outlay for 2003-04, the result is a profit of $32,934.
COMMENDATION

District D Public Schools has created a net profit for food service after applying the indirect costs based on the state formula.
6.3.3
Catering Program

OBSERVATION
The Food Service Department offers a modest catering service program through School 3D to the school district—mostly catering meetings. 
Catering programs by school food service departments can be a profitable enterprise. Opportunities exist for the department to bring in additional funds by marketing its catering services for school-sponsored events such as banquets, PTA meetings, and dances. Staff and Board meetings, retreats, and conferences present additional opportunities to secure revenue. However, food service departments must be careful to price catering services sufficiently high enough to cover the costs of additional food and labor, or they risk such programs turning into cost centers for the department.
Opportunities also exist to serve organizations outside of the school district as well. There are numerous non-profit organizations such as day-care centers and elder care groups that could benefit from school food service programs.

Currently, District D Public Schools report catering revenue on Profit and Loss Statements for Nutrition Services but does not differentiate the costs associated with catering from general food service costs nor are brochures available to list services, menus, and prices to advertise the Catering Program.

Exhibit 6-11 shows the catering financial information for DISTRICT D over three school years. As shown in the exhibit:

· all three years show only total revenue associated with catering services;
· the total revenue reported for catering in 2001-02 was $2,297;
· the total revenue reported for catering in 2002-03 was $2,130, which was a decrease of $167 or 7 percent from the previous school year; and
· the total revenue reported for catering in 2003-04 was $2,971, an increase of 39 percent from the previous year.
EXHIBIT 6-11
DISTRICT D PUBLIC SCHOOLS
CATERING REVENUE 
2001-02 THROUGH 2003-04 SCHOOL YEARS
	School Year
	Catering Revenue

	2001-02
	$2,297

	2002-03
	$2,130

	2003-04
	$2,971


 Source:
District D Public Schools, Food Services 



Department, 2005.

RECOMMENDATION

Recommendation 6-6: 

Differentiate catering expenses from general food services and increase catering activities.
A successful catering program has the potential to bring in thousands of additional dollars of revenue depending on the aggressiveness of the marketing efforts. Food Services for District D Public Schools should carefully track and report expenses and revenues for this program to ensure that the catering program operates profitably through efficient operation and proper pricing for its services.
District D Public Schools should differentiate catering expenditures from general food service costs through the general ledger. Revenues and expenditures should be reported on the Profit and Loss Statements for Nutrition Services.
When kitchen employees are used for catering purposes, Food Services must be reimbursed for the amount of staff labor that was utilized. This is above and beyond the price of the food served. For instance, if a Food Service caters a Board meeting and stays for the meeting to assist in serving, Food Services should bill the cost center responsible for the event and the employee should be paid accordingly if hours are spent above the normal working hours.

IMPLEMENTATION STRATEGIES AND TIMELINE

	1. The Superintendent should direct the Assistant Superintendent for Business and Personnel for Business and Personnel to create account codes and track expenditures for catering that are differentiated from general food service operations.
	August 2005

	2. The Assistant Superintendent for Business and Personnel and the Food Service Supervisors should meet with principals, administrators, and leaders of external groups who may be potential customers, and market the catering program.
	September 2005

	3. The Assistant Superintendent for Business and Personnel and the Food Service Supervisors should monitor monthly financial statements to ensure that revenues and expenditures for catering are differentiated and appropriately reported.
	October 2005 
and Ongoing


FISCAL IMPACT
The implementation of this recommendation can be accommodated with existing resources.
6.3.4
Point of Sale System
A point-of-sale system works like a bank account using a debit card with a personal identifiable number. These systems keep accurate accounting of all money deposited and spent, allows only one reimbursable meal, counts all second meals, a la carte purchases, and adult meals. Point-of-sale systems also can provide reports for individuals, school accounting and reimbursement claim forms which assist with strengthening cash controls.

OBSERVATION
The Food Service Department currently uses the Lunchbyte automated point-of-sale (POS) system in all school cafeterias. With the Lunchbyte system, cafeterias are equipped with electronic cash registers and students use personal identification numbers (PINs) for identification in the system. When a student enters the PIN during breakfast or lunch, the POS system tells the cashier whether the student receives meals paid, free, or reduced-price. Lunchbyte tracks all meals and items sold. Parents of students have the option of pre-paying for meals so that the accounts operate as debit accounts. The point-of-sale system allows cafeteria lines to move faster during peak lunch periods as witnessed during on-site visits.

The Food Service Department uses Lunchbyte to create state and federal reimbursement information, summaries by campus for monthly sales by date, total number of meals purchased by meal and price, reimbursement calculations, and the type of payment used for purchases; however, additional reports have not been created to capture revenue by campus, meal and labor costs, and items sold.
RECOMMENDATION

Recommendation 6-7:

Create and analyze additional reports from the point-of-sale software currently used in District D Public Schools.
DISTRICT D should use the point-of-sale program to capture data on predefined reports furnished by the application. By using these reports, the Food Service Supervisors will be able to clearly identify concerns or issues which should be addressed to maintain or increase profits. The school district is also missing out on information that could identify a best practice to replicate in other schools.

IMPLEMENTATION STRATEGIES AND TIMELINE

	1. The Assistant Superintendent for Business and Personnel should direct staff to create account codes and track expenditures for catering that are differentiated from general food service operations.
	September 2005

	2. The Assistant Superintendent for Business and Personnel and the Food Service Supervisors should meet with principals, administrators, and leaders of external groups who may be potential customers, and market the catering program.
	September 2005

	3. The Assistant Superintendent for Business and Personnel and the Food Service Supervisors should monitor monthly financial statements to ensure that revenues and expenditures for catering are differentiated and appropriately reported.
	October 2005 

and Ongoing


FISCAL IMPACT
This recommendation can be implemented with existing resources and result in an increase in catering revenue.
6.3.5
Financial Reporting
Only annual profit and loss reports are being produced for the Food Service Department. As a result, the department is not able to analyze whether a particular school is profitable. 

As previously mentioned, meals per labor hour reports were created in 2002-03 during a districtwide labor reduction exercise; however, these reports are not routinely created and reviewed. Therefore, MPLH is not known on a school, districtwide, or campus level by month or year.
The absence of these types of reports impacts accurate decision making since central administration may not be aware of a concern or problem.
RECOMMENDATION

Recommendation 6-8:

Create and analyze monthly profit and loss reports and monthly cost per meal reports by campus and meal.

Producing financial reports by campus should be one of the highest priorities of the Food Service Department in 2005-06. The department’s financial reporting system should be set up to produce monthly profit and loss reports for the department and by individual kitchen. 
Monthly profit and loss statements by cost center should be generated to compare actual results with budgeted standards and prior year results. Key operating statistics (i.e., food and payroll expenses as a percentage of revenue, cost per meal, meals served per labor hour) should be tracked by cost center and integrated with profit and loss statements. The Food Service Supervisors should identify unfavorable budget variances or trends, and work with campus-based staff to reverse these situations in a timely manner. 

IMPLEMENTATION STRATEGIES AND TIMELINE

	1. The Assistant Superintendent for Business and Personnel should direct staff to work with the Food Service Supervisors to create monthly profit and loss statements and MPLH reports by campus.
	September 2005

	2. The Food Service Supervisors should review monthly profit and loss statements and MPLH reports by campus to identify unfavorable variances in individual kitchens and direct staff to correct these deficiencies in a timely manner.
	November 2005 

and Ongoing


FISCAL IMPACT

The implementation of an effective profit and loss reporting system could further enhance the department's profitability. 
6.3.6
Workers’ Compensation

Workers’ compensation is an operational cost to school districts. Many school districts charge the fees associated with workers’ compensation insurance through an indirect expenditure back to respective departments. Food service departments are highly susceptible to on-the-job injury due the nature of their duties.

OBSERVATION
DISTRICT D provides safety training to Nutrition Service staff through an annual program with neighboring school districts. DISTRICT D has reported a minimum number of injuries associated with workers’ compensation claims for food service staff over the past three years. Exhibit 6-12 shows the actual number of claims and the expenses related to these claims for 2001-02 through 2003-04. 
EXHIBIT 6-12

District D Public schools
Workers' Compensation Claim Expenses
2001-02 through 2003-04 school years

	School 

DISTRICT
	2001-02
	2002-03
	2003-04

	
	Number of 

Workers' 

Compensation 

Claims
	Workers' 

Compensation 

Claim Expense
	Number of 

Workers' 

Compensation 

Claims
	Workers' 

Compensation 

Claim 

Expense
	Number of 

Workers' 

Compensation 

Claims
	Workers' 

Compensation 

Claim 

Expense

	District A
	0
	$0 
	0
	$0 
	5
	$2,012 

	District B
	16
	$24,616 
	17
	$50,139 
	16
	$97,287 

	District C
	7
	$11,625 
	6
	$6,136 
	8
	$14,311 

	District D
	5
	$18,970 
	1
	$899 
	2
	$7,202 

	School District
Average
	7
	$13,803
	6
	$14,294
	8
	$30,203


Source: Selected Washington school districts, 2005.
As shown in the exhibit:

· the school district has reported a total of five injuries during these three years;

· the school district expended over $18,900 for five injuries during 2001-02; and
· the school district was below the comparison average for the number of claims and expenses for all three years.
COMMENDATION

District D Public Schools has a low number of workers’ compensation claims and associated expenses for Food Service staff. 
6.4 Student Meal Participation
Maximizing student meal participation has two important benefits to school districts:

· First, students who eat nutrition meals each day can learn more effectively. Students are more receptive to leaning if they have eaten a nutritious meal.

· Second, cash sales of food and federal reimbursement for meals served are two significant sources of revenue for school districts.

OBSERVATION
Established plans and goals help staff to know targeted goals in order to achieve higher participation rates. High levels of participation result in increased reimbursement from the state and the federal government. For example, for the 2003-04 school year, District D had a participation rate of 8.3 percent overall for breakfast. If the school district were to increase overall participation to 25 percent for breakfast in all schools, there would be a substantial increase in federal reimbursement. 
Exhibits 6-13 and 6-14 detail the potential increase in federal reimbursement if the Food Service Department met its participation goals. Reimbursement rates were weighted according to current participation rates for free, reduced and paid meals. The weighting for breakfast is 71 percent free, 13 percent reduced, and 16 percent paid. The weighting for lunch is 42 percent free, 16 percent reduced, 42 percent paid. Only the months of regular school operation are included in this analysis.
EXHIBIT 6-13
District D Public Schools

Breakfast participation federal reimbursement comparison

2003-04 school year

	Qualification/Rate of Reimbursement
	2003-04 Actual 
(8.3 Percent)
	25 Percent Participation

	Free ($1.43 per meal)
	$55,704
	$158,399

	Reduced ($1.13 per meal)
	$8,364
	$23,574

	Paid ($.22 per meal)
	$1,888
	$5,548

	Total
	$65,956
	$187,521


Source: OSPI and MGT Analysis 2005.
EXHIBIT 6-14
District D public schools

lunch participation federal reimbursement comparison

2003-04 school year

	Qualification/Rate of Reimbursement
	2003-04 Actual (44 Percent)
	50 percent Participation

	Free ($2.19 per meal)
	$261,079
	$295,203

	Reduced ($1.79 per meal)
	$83,375
	$94,272

	Paid ($.21 per meal)
	$25,141
	$28,427

	Total
	$369,595
	$417,902



  Source: OSPI and MGT 2005.
The Food Service Department in District D has implemented changes directed at increasing the student participation at all levels. These have included:

· an increase in the number of entrees available;
· menus specific to each grade level;
· increased number of snack bar selections; and
· improvements to the serving process that has reduced the waiting time.
These efforts have resulted in increased school districtwide participation over the past year. Exhibits 6-15 and 6-16 below provide the detail regarding this participation increase for breakfast and lunch respectively. 
EXHIBIT 6‑15
DISTRICT D PUBLIC SCHOOLS
Breakfast Participation Rate CHANGE
 2003-04 THROUGH 2004-05 SCHOOL YEARS
	School
	2003-04 Count
	2004-05 Count
	Increase in Participation

	
	Average
	PERCENT
	Average
	PERCENT
	

	School 3D
	25
	3.3%
	29
	3.9%
	16%

	School 4D
	25
	4.4%
	25
	4.4%
	0%

	School 2D
	51
	6.0%
	76
	9.0%
	49%

	School 1D
	65
	11.5%
	67
	11.9%
	3%

	School 5D
	72
	10.6%
	81
	11.9%
	13%

	School District Total
	238
	7.0%
	278
	8.2%
	17%


Source: District D Public Schools, Food Services Department, 2005.
EXHIBIT 6‑16
DISTRICT D PUBLIC SCHOOLS
LUNCH Participation Rate CHANGE 
2003-04 THROUGH 2004-05 SCHOOL YEARS
	School
	2003-04 Count
	2004-05 Count
	Increase in Participation

	
	Average
	%
	Average
	%
	

	School 3D
	117
	15.7%
	125
	17.7%
	13%

	School 4D
	232
	40.5%
	242
	42.2%
	4%

	School 2D
	499
	59.1%
	524
	62.0%
	5%

	School 1D
	322
	57.1%
	318
	56.4%
	(1%)

	School 5D
	351
	51.6%
	342
	50.3%
	(3%)

	School District Total
	1,521
	44.6%
	1,551
	45.5%
	2%


Source: District D Public Schools, Food Services Department, 2005.
Commendation

District D Public Schools has implemented practices that have resulted in an overall increase in participation. 
OBSERVATION
Vending machines are located near the food service operations at each of the secondary schools. In addition, student and parent organization concessions are located at or near the food service operations. In some cases, the items sold overlap with those being sold by the Food Service Department.
RECOMMENDATION

Recommendation 6-9:
Develop a policy prohibiting concession sales during lunch and the areas where competing items can be sold. 
While there will continue to be a desire from various groups to offer sales as a part of their fund raising activities, to do so in direct conflict with the food services operations has a negative impact on the department and nutritional efforts. The implementation of this recommendation should increase participation and revenue for the school district while continuing to serve nutritionally-balanced meals. 
With the implementation of this recommendation District D Public Schools will further comply with the USDA’s competitive food instruction that states:
State agencies and school food authorities shall establish such rules or regulations as are necessary to control the sale of foods in competition with lunches served under the Program. Such rules or regulations shall prohibit the sale of foods of minimal nutritional value, as listed in the Appendix, in the food service areas during the lunch periods. The sale of other competitive foods may, at the discretion of the State agency and school food authority, be allowed in the food service area during the lunch period only if all income from the sale of such foods accrues to the benefit of the nonprofit school food service or the school or student organizations approved by the school. State agencies and school food authorities may impose additional restrictions on the sale of and income from all foods sold at any time throughout schools participating in the Program.

IMPLEMENTATION STRATEGIES AND TIMELINE

	1. After adoption of the strategic plan, the Food Service Supervisors should prepare a proposed policy regarding the separation of concession sales. This policy can be prepared based on existing policies in other school districts.
	March 2006

	2. The Food Service Supervisors should recommend adoption of the policy to the Superintendent and Board.
	April 2006

	3. Upon approval, the Superintendent should communicate the change in policy to school district and community groups.
	May –
 June 2006

	4. The Food Service Supervisors and building administrators should implement the policy.
	2006-07 
School Year


FISCAL IMPACT

This recommendation can be implemented with existing resources and should result in increased participation and revenue for the school district.

OBSERVATION
District D Public Schools utilizes portion control equipment to ensure the proper amount is being served. This helps food service staff with proper serving sizes and decreases waste.

Commendation

District D Public Schools is commended for utilizing portion control equipment.
OBSERVATION
The Food Service Department regularly attempts to find ways to increase student participation. Student surveys are not conducted formally but food service staff meets with students to discuss their satisfaction and get ideas. Menus have been adjusted based on these sessions as well as what sells. 
At the elementary level, students are consistently happy with the food choices presented. Secondary students are more difficult to please but did indicate that improvements have occurred. The increase in participation rates backs this up. 

Commendation

District D Public Schools uses student information to adjust menus and increase participation.
OBSERVATION
District D Public Schools plans menus to meet established dietary requirements and utilize USDA commodities to the highest degree possible. Specific targets that have been met over the past year include:

· meeting the SBP and NSLP nutrition requirements;
· reducing the amount of high fat offerings;
· offering low fat snacks;
· providing low fat and fruit based desserts;
· providing nutritious beverages as an alternative to soda; and
· offering a variety of fresh fruits and vegetables with every meal.
Commendation

The Food Service Department is commended for fully utilizing USDA commodities and offering meals that meet the nutritional needs of students.
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