Chapter 8

Office of 
Superintendent of Public Instruction

Review Process 

Chapter 8 describes the various types of agreed upon procedures reviews and other reviews conducted by the Office of Superintendent of Public Instruction’s (OSPI) Child Nutrition Services, and outside audit professionals. Corrective action plans in response to identified deficiencies are described.  Serious deficiencies and related processes are also defined. 
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I. 
Policy 


Under the Federal Single Audit Act, organizations and nonfederal governmental agencies that expend $500,000 or more per year in federal awards must have a single (organizationwide) or program-specific audit conducted for that year by independent auditors or audit firms. 

II. 
Procedure 


A.
Single audit—Organizations and nonfederal governmental agencies that expend $500,000 or more annually in federal awards shall have a single audit conducted in accordance with OMB Circular A-133, except when eligible for a program-specific audit. 


B.
Program-specific audit election—When an auditee expends federal awards under only one federal program (excluding Research and Development), and the federal program's laws, regulations, or grant agreements do not require a financial statement audit of the auditee, the auditee may elect to have a program-specific audit conducted in accordance with OMB Circular A-133. 


C.
For tribal and nonprofit organizations, a copy of the applicable audit report must be submitted to the OSPI Audit Management and Resolution office.


D.
The cost of any audit under the Single Audit Act Amendments of 1996, which has not been conducted under the provisions as outlined in the Act, is nonallowable. 


E. 
As funding allows, OSPI may pay for all or a portion of the required audit.  A portion of the audit cost may be an allowable cost to CACFP, if it is conducted in accordance with the provisions of OMB Circular A-133.  CACFP is a major program and tests of CACFP transactions are included as part of the audit.  Institutions must request audit cost reimbursement through OSPI’s Audit Management and Resolution office and must follow audit cost reimbursement procedures.
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I. 
Policy 


OSPI/CACFP specialists will regularly conduct CACFP sponsor reviews of all sponsors. 

II. 
Procedure 


A. 
OSPI conducts sponsor administrative reviews every two to three years, depending on the size of the sponsor.  Sponsors are generally notified in advance of the review.  The notice will identify the date(s) the review will take place and a list of records that must be made available for the review.  The sponsor review will include findings from facility reviews conducted during the year by OSPI staff. 


B. 
The sponsor must produce all CACFP required records upon request. 


C.
Functions to be reviewed include, but are not limited to, record keeping, monitoring by the sponsor, previous OSPI monitoring reports, corrections made to previously identified deficiencies, sponsor-provider training, civil rights, the sponsor’s serious deficiency process, claimed administrative costs, and sponsor’s procedures (including menu reviews) to ensure reimbursed meals are accurately reimbursed. 


D. 
The sponsor will receive a copy of the Family Day Care Home Sponsoring Organization Review form and Review Summary and Findings at the time of the review. 


E.
A corrective action plan that addresses any identified deficiencies must be developed and submitted to the program specialist within a specified timeframe for approval.  The corrective action plan must include: 

1. A description of those actions taken by the sponsor to correct each deficiency. 

2. The individual responsible may also be required.



3.
The date by which the deficiency has been or will be corrected. 


F. 
A sponsor may also be required to file a revised claim if specific CACFP compliance issues are identified. 


G. 
Follow-up reviews will be required if serious deficiencies are identified. 
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I. 
Policy 


OSPI will regularly conduct CACFP reviews of homes under the sponsor’s jurisdiction to assess provider compliance and sponsor oversight activities.  

II. 
Procedure

A. 
Provider reviews will be conducted by OSPI using the Day Care Home Site Review form. Reviews will either be announced or unannounced. 

1. Unannounced reviews may or may not include a sponsor representative.



2.
Announced reviews may be accompanied by a sponsor representative.  The sponsor representative will be conducting a provider review using the sponsor’s provider review form at the same time the program specialist conducts their review. 


B. 
Program functions to be reviewed include, but are not limited to: 
1. Record keeping.
2. Health, safety, and sanitation.
3. Training and monitoring. 

4. Menus and meal service. 

5. Civil rights.


6.
Knowledge of program requirements and application of appropriate actions by sponsor monitoring staff. 


C.
If there are deficiencies that require a disallowance or if a serious deficiency is identified, the sponsor will be responsible for issuing the notice(s) for corrective action or serious deficiency.

D. 
Failure of sponsor staff to properly perform the sponsor’s oversight responsibilities may result in the sponsor receiving a Notice of Serious Deficiency from OSPI. 
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I. 
Policy 


OSPI may terminate a sponsor's participation in the CACFP in the event of seriously deficient practices.  If a sponsor is terminated by OSPI, the sponsor has the right to appeal this action.  (Refer to Chapter 9.) 
II. 
Procedure 










A. Conditions for which a sponsor may be considered seriously deficient include, but are not limited to: 

1. Submission of false information on the sponsor’s application to the state agency. 

(7 CFR 226.6[c][3][ii][A])
2. Permitting an individual on the National Disqualified List to serve in a principal capacity with the sponsor or as a day care home.  (7 CFR 226.6[c][3][ii][B])
3. Failure to operate the CACFP in conformance with performance standards established in 7 CFR section 226.6(b)(1)(xvii) and (b)(2)(vii), regarding financial viability and financial management, administrative capability, and program accountability.  (7 CFR 226.6[c][3][ii][C])
4. Failure to comply with the bid procedures and contract requirements of applicable federal procurement regulations.  (7 CFR 226.6[c][3][ii][D])
5. Failure to return to the state agency any advance payments that exceed the amount earned for serving eligible meals, or failure to return disallowed start-up or expansion payments.  (7 CFR 226.6[c][3][ii][E])
6. Failure to maintain adequate records.  (7 CFR 226.6[c][3][ii][F])
7. Failure to adjust meal orders to conform to variations in the number of participants. (7 CFR 226.6[c][3][ii][G])
8. Claiming reimbursement for meals not served to participants.

(7 CFR 226.6[c][3][ii][H])
9. Claiming reimbursement for a significant number of meals that do not meet CACFP requirements.  (7 CFR 226.6[c][3][ii][I])
10. Use of a food service management company that is in violation of health codes. 




(7 CFR 226.6[c][3][ii][J])  (Does not apply to FDCH.)
11. Failure of a sponsor to disburse payments to its facilities in accordance with regulations at 7 CFR 226.16(g) and (h) or in accordance with its management plan. (7 CFR 226.6[c][3][ii][K])  

12. Claiming reimbursement for meals served by a for-profit child care center or a for-profit outside-school-hours care center during a calendar month in which less than 25 percent of the children in care (enrolled or licensed capacity, whichever is less) were title XX beneficiaries.  (7 CFR 226.6[c][3][ii][L]) (Does not apply to FDCH.) 

13. Claiming reimbursement for meals served by a for-profit adult day care center during a calendar month in which less than 25 percent of its enrolled adult participants were title XIX or title XX beneficiaries. (7 CFR 226.6[c][3][ii][M]) (Does not apply to FDCH.) 
14. Failure by a sponsor to properly classify individuals or homes in the correct reimbursement category in accordance with 7 CFR 226.15(f). 


(7 CFR 226.6[c][3][ii][N])  

15.
Failure by a sponsor to properly train or monitor day care homes in accordance with 7 CFR 226.16(d).  (7 CFR 226.6[c][3][ii][O])  

16. 
Use of day care home funds by a sponsor to pay for the organization’s administrative expenses.  (7 CFR 226.6[c][3][ii][P])  

17. 
Failure to perform any of the other financial and administrative responsibilities required by this part.  (7 CFR 226.6[c][3][ii][Q])  

18.
Failure to properly implement and administer the day care home termination and administrative review provisions set forth in paragraph (l) of this section and 


7 CFR 226.16(16)(l).  (7 CFR 226.6[c][3][ii][R])  

19.
The institution or any of its principals have been declared ineligible to participate in a publicly funded program due to violating that program’s requirements.  This does not apply if the institution or the principal has been fully reinstated in, or is now eligible to participate in, that program, including the payment of any debts owed. 


(7 CFR 226.6[c][3][ii][S])  

20.
Conviction of the institution or any of its principals for any activity that occurred during the past seven years and that indicates a lack of business integrity. 


(7 CFR 226.6[c][3][ii][T])  

21.
Any other action affecting the sponsor’s ability to administer the program in accordance with program regulations.  (7 CFR 226.6[c][3][ii][U])  

Note:  7 CFR 226.6(c)(3)(ii)(J)(L) and (M) do not apply to FDCH.

B. 
The following may also rise to a level of a serious deficiency: 
1. Failure to make records associated with the CACFP available upon request at a


reasonable time and place.

2. Failure to monitor in accordance with regulation and guidance. 

3. Failure to obtain a required audit.
4. Failure to notify OSPI of a change in IRS status.
5. Failure to remit periodic payments (required by statute or regulation) to regulatory


agencies (employee withholding for income taxes, social security, and 

unemployment compensation).
6. Failure to submit an acceptable corrective action plan within required timeframes.
7. Failure to follow-up/require and maintain corrective action of review findings.
8. Creating fictitious records.
9. Failure to make required repayment of program funds to OSPI.
10. Failure to comply with state incorporation requirements.
11. Paying employees salaries based on the number of homes recruited/paying




recruitment bounties or bonuses.

12. Failure to attend training required by OSPI.
13.
Failure to make payment(s) for program services rendered.


C. 
Determination of serious deficiency(ies) may be identified through onsite program reviews, desk reviews, agreed-upon procedures reviews, complaint investigations, or by other means.  If OSPI identifies a systemic or a serious problem, the institution and the institution’s responsible principals and individuals may be declared seriously deficient in their operation of the CACFP. 


D. 
If a day care home sponsor is found to be seriously deficient, the sponsor's seriously deficient status may affect other programs with which the sponsor (or its officers) is involved. 


E. 
If a sponsor is terminated for cause, the names of the institution and responsible principals and responsible individuals will be forwarded to the USDA for inclusion on the National Disqualified List.  Any person or organization on this list is not authorized to participate in the CACFP.
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I. 
Policy 


When serious deficiencies are identified, corrective actions will be required and, when necessary, program termination and disqualification will be imposed.  

II. 
Procedure 


Serious deficiencies may be identified through onsite program reviews, desk reviews, agreed-upon-procedures reviews, complaint investigations, or by other means.  Not all deficiencies identified are serious deficiencies.  When a deficiency is identified, OSPI will determine if the finding is a minor or isolated incident or if it is a systemic and/or serious problem (a serious deficiency).   

A. Notice of Serious Deficiency. 

1. If OSPI identifies systemic and/or serious problems, the sponsor will be declared seriously deficient by means of a Notice of Serious Deficiency and will be required to take corrective action(s) to fully and permanently correct the problem(s).  OSPI will provide the Notice of Serious Deficiency to the institution’s executive director and chairman of the board of directors.  Responsible principals of the organization and any responsible individuals, which may include the entire board of directors, will be identified and will also be sent the Notice of Serious Deficiency.
2. The organization and any responsible principals/individuals will be informed of:
a. The serious deficiency(ies). 

b. Action(s) that must be taken to correct the serious deficiency(ies). 

c. The timeframe within which the serious deficiency(ies) must be corrected.
d. The fact that failure to fully and permanently correct the serious deficiency(ies)


within the allotted time will result in proposed termination of the sponsor's contract with OSPI and proposed disqualification of the sponsor, the responsible principals, and responsible individuals.
e. The fact that the institution’s voluntary termination of its contract with OSPI after


having been notified that it is seriously deficient will still result in the institution’s 

formal termination by OSPI and placement of the institution, its responsible 

principals and responsible individuals on the National Disqualified List.


f. 
The fact that the serious deficiency determination is not subject to administrative review (appeal). 


B. 
Corrective Action. 

1. The sponsor will be afforded an opportunity to complete the required corrective action.  Follow-up will be conducted to determine if the sponsor has corrected the serious deficiency and is in compliance with other program requirements. 

2. If corrective action has been taken to fully and permanently correct the serious


deficiency(ies) within the allotted time and no new findings are cited, the review 


will be closed and the serious deficiency determination will be rescinded.  OSPI 


will notify the institution’s executive director, chairman of the board of directors, 


and any additional responsible principals and individuals that OSPI has rescinded 


its serious deficiency determination.
3. If corrective action is complete for some parties but not others, OSPI will continue with the proposed termination and disqualification of the remaining parties. 

C. Proposed Termination and Disqualification of Institution, Responsible Principals, and Responsible Individuals. 

1. If timely corrective action is not taken to fully and permanently correct the serious deficiency(ies), OSPI will notify the institution’s executive director, chairman of the board of directors, and any additional responsible principals or responsible individuals: 



a.
That OSPI is proposing to terminate the CACFP contract for cause. 



b. 
That OSPI is proposing that the organization and all responsible principals and responsible individuals will be disqualified from further program participation. 



c. 
That the organization and responsible principals and responsible individuals have certain appeal rights. 



d.
Of the proposed contract termination date. 



e.
That the valid portion of any claims submitted during the appeal period will be paid.

D. Termination and Placement on the National Disqualified List. 

1. If an institution, responsible principal, or responsible individual fails to timely appeal, or if OSPI prevails in the appeal process, a notice will be sent informing the institution, responsible principals, and responsible individuals that they have been terminated from CACFP participation.  A copy of this notice will be sent to the USDA/FNS Regional Office and the organization and/or individual(s) will be placed on the National Disqualified List.  
2. Unless authorized by USDA for earlier removal, terminated institutions/sponsors, responsible principals, and responsible individuals will be placed on the National Disqualified List and remain there for seven years.  However, any terminated sponsor, responsible principal, and responsible individual owing money to the CACFP will remain on the list until at least such time as the money is repaid. 
3. Any individual or institution on the National Disqualified List is prohibited from participating in the Child and Adult Care Food Program. 

E. Suspension.
If the serious deficiency(ies) constitutes an imminent threat to the health or safety of program participants, or if the institution has engaged in activities that threaten public health or safety, OSPI may immediately suspend the institution’s participation and simultaneously propose their termination.  Likewise, suspension and proposed termination can be imposed in the event of submission of a false or fraudulent claim.  Suspended sponsors have a right to an expedited appeal. 
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