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"The Honorable George WcGovern, Chalrman‘

Subcommittee on Nutrition & v
Committee on Aquculture, ﬁﬁtrltron,' )
and Foggstry - N
‘United" States Senate . - . "
Dear MfT’Chairman: E , v ' R
- . L : : f‘i g
Y
This ‘report discusses the adminlstratlon of the 1977
summer food service program for children. It also dis- -
cusse$ the potential impagt of certain aSpects of .the re-
cently enacted- leglslatlon og the 1978 program. b
Many of the flagrant abuses ‘chag cterlzlng this' oroJ‘ e

gram in previous years did not see be-present in. the
1977 program,, but 51gn1f1cant abusgg-nhmalnedaf ~The ‘
Congress revised the program's. authprizing legislation in
November 1977,.but addltlonaL leglslatlve chdpges' are needed
to help prevent abuses, as d15cuSsed in .the report Several
administrative changes are also recpmmended in the report
and were dlscussed with Food and Nutrltlon Serwlc off1c1als

before the issuance of fln%l program regulatlons or 1978.
LY

This reoort s recommendatlons to(the Secretary of
Aquculture are on pages 45 and 46. As you know, section
236_of the Legislative Reorganization Act of 1970 r~=quires
the head of 7 Federal agencv to submit a written statement
on actions takeh on our recommendations to the House
Commlttee on Government Operations and the Senate Committee
on Governmeptal Affairs not later than 60 days after the -
date of. the report and to the House and Senate Committee - ¢ -
on Appropriations with, the agency's ‘first request. for
appropriations made more than“60 days after the date of

the report. ot

a

; .o . Comptroller General
' R A Of the United States »
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COMPTROLLER GENERAL'S REPORT THE SUMMER FEEDING PROGRAM
TO THE SUBCOMMITTEE ON NUTRITION, FOR CHILDREN: REFORMS
SENATE COMMITTEE ON AGRICULTURE, BEGUN--MANY MORE URGENTLY

NUTRITION, AND FORESTRY NEEDED -

.
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DIGEST

Almost since its inception in 1971, the summer
feeding program for children from economically
poor areas has had continually recurring pro-
blems adversely affecting program operations
and goals. The program, generally administered
by State education agencies under the overall
supervision of the Dgpartment of Agriculture's
Food and Nutrition Service, is operated by
nonprofit sponsors at neighborhood feedlnq
sites. . “

,

‘ - -
Some of these past problems were fraudulent
bidding and contracting, many meals thrown

away, spoiled or otherwise unsatisfactory food/

meals given to adults, excessive reimbursement
claims, and other program violations. (See

p. 2.)

Although neitheér GAO nor other entities saw

~evidence of many of these abuses.in the 1977

program, the program still had sefious pro-
blems. Improvement was pdrtlcularby notlceable
in bidding and contractlna activities in New
York City where the most serlous,prdblems were |
uncovered in previous years. (Ste pp. 5 to 11.)

. UNDERLYING CAUSES OF PROGRAM. ABUSES

‘Several factors contributed to the abuses. " One
was the inflexible legislative limits on the .
amount of Federal funds for State administration.
This resulted in some States having to absorb
part of these costs because' they exceeded the
Federal reimbursement ceiling. This could re-
sult in States refu51nq to administer the pro-
gram--as New York.has f®&r 1978,

indufficient funds for-State administration_can
meatf more money being wastwed on improper  and

~ . CED-78-90

" Tear Sheet. Upon removal, the report i e \\f \‘ L k -
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inefficient feeding operations than would have
been spent for good administration. ’

"Under law, the Food and Nutrition Service must

administer the program if a State. is unable or
unwilling to do so. Federal personnel must

act as local ,administrators performing all the
approval and monitoring funct&ons§normally per -
formed by the State. The costs of using Federal
personnel can be higher than the costs of using
State personnel. b _ ]
GAO previously recommended legislation to
change .the method of determining the maximum
funding level for State administrfation.
Although some changes were made, more are.
needed to provide the needed flexibility in

} establishing ceildings on State administrative

funds. (See pp. §2 to 18.)

Another basic problem is overstated reimburse-
ment claims. These are encouraged when spon-
~S0rs are given approval to operate sites with-
‘out access to refrigeration. This is further
complicated at sites which also lack access to
sheltered Facilities. When it rains, sponsors

have to permit the children to remove meals
from the site or not give them any at all.
Food eaten away from the site or sponsor
supervision is not eligible for reimbursement.

Leftover meals caused by bad weather or other
factors are ineligible for reimbursement un-
less stored and served later. This, of c¢oursey®
requires refrigeration. Nonprofit sponsors
sometimes claimed reimbursement for ineligible
meals so that they did not have to absorb the
cost or default on obligations to food vendors.
(See pp. 19 to 22.) . ) .

Some. site personnel seemed to be conscientiously
trying to follow program rules to the extent
permitted by the situation but still served
meals that Were not eligible: for reimbursement.
Other sponsors were, not making effective efforts
to match their meal orders with the number of

children -at their sites.

The ‘obvious solution to this problem would be to

obtain-sites ‘with adequate facilities, such as -

e

. ’ ‘ , . : B i ',i
| - i 9
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schools. Although better efforts are needed in
this direction, it may not be possible to
obtain such sites in some areas despitée ex~

*  tensive efforts to do so. (See pp. 22 to 26.)

Specific Department of Agriculture attention
should also be directed to

-—determining areas' ‘eligibility for program
benefits (see pp. 26 and 27),

‘——clustered and overlapplng feeding sites (see
pp. 28 and 29),

-—-keeping sponsors that had poor previous per-
formances out of the program (see pp. 30
and 31),

--—visiting proposed feeding sites before they
are approved (see pp. 31 and 32), .
--observing deadlines for spohsors' applica-
tions (see p. 32), :

--monitforing program feeding operations (see
PP. .to 37),

--taking action a%ainsﬁ'sponéors and sites
found to be violating program regulations
(s¥e pp. 37 and 38), and

--advancing only needed funds to sponsors;
none to sponsors still owing money from
previous advances (see pp. 39 to 41).

RECOMMENDATIONS

The Congress should revise the summer feeding
program legi 3lation to provide the Secretary
of Agriculture with more flexibility in pro-
viding administrative funds to meet the S
different needs of g?aies. (See pp. 43 W
and 44.) ' , .

should consider various alternatives for
dealing with the problems resulting from in=
adequate facilities at feeding 51tes (See,
pp. 44 and 45.)

The, Congress and the Des@rtment of Agrlculthj,/’/

~ ¢

iii



The Secretary of Agriculture should stPFengthen
some of the program requlations and better
enforce existing ones. (See pp. 45 and  46.)

emGENCY coMMENTS

£

- Department of Agriculture officials generally

concurred in GAO's findings and recommendations
and have begun to implement some of the re-
commendations.  (See p. 46.)

. . ‘
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CHAPTER 1
INTRODUCT LON

The summer food service program for children is
authorized by section 13 of the Natiomal Schoaql Lunch Act,
as amended (42 U.S.C. 1761). It is one of several child
feeding programs created to safeguard.the health of the
Nation's children. 1t is an extension of the sc\gol feeding
programs and is designed to feed, during the summer vacation,
children from poor economic areas. :

, At the Federal level, the program is administered by

the Department of Agriculture's Food and Nutrition Service.
Below the Federal level, the program is generally administered
by State education agencies which enter into agreements with
local spensors® to operate the program at approved feeding
sites. Sponsors are usually nonprofit private organizations
or schggls or other public agencies. They either prepare
meals thHemselves dr enter into agreements with food vendors
for delivery of prepared meals to the feeding sites. If the
State agency cannot or will not administer the program in the
State, the Food and Nutrition Service will do so.

The program is designed to have the entire cost paid
by the Federal Government through the States, although
Federal ceilings on various costs sometimes result in some
costs being absorbed by the States or sponsors.

-

Current estimates of Federal program costs and other data
for recent years are shown below. - )

1975 1976 1977
, .
Federal cost .
(millions) $65 $137 $125
Reported average number
of children fed daily
(millions) . . 2.4 3.7 2.9
Number of sponsors 1,200 2,100 2,800
Number of feeding ) -;
sites 16,000 25,000 - 26,000
-,.// )
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WIDESPREAD ABUSES IN 1976
AND_EARLIER_YEARST. PROGRAMS

Before 1977, weak and inconststent program administration
and noncompliance with requlations resulted in widespread
abuses in the summer feeding program. Several of these abuses
developed to epidemic proportions in places such as New York
City. Typical of the problems noted in ear Jier years by the
Department of Agriculture auditers and by us, and reported
in our February 14, 1975, report (RED-75-336) and in our °
April 15, 1977, report (CED-77-59) were: .

--Indications of kickbacks or bribes to sponsors from
food vendors in order to secure contracts. ‘

--Improper &gddinq procedures which resulted in contracts
being awarfied at unnecessarily high meal costs.
Yy y
--Untimely meal deliveries to sites with inadequate
storage facilities which resulted in food waste.

o --Meals not containing the required amounts of food.

--Meals eaten by adults.

--Unauthorized removal of meals from the feeding sites.
--Food waste because meal times were too close together. '

3}
~ =-~Foed thrown away because it was(pf poor quality,
spoiled, or unappetizing. N

*

--Deliberate dumping of food by sgse vendors, sponsors,
Oor site personnel to cover uv inflated claims for
meals served and eligible for Féderal reimbursement.

--Overpayments to sponsors because of fraudulent or
unsubstantiated reimbursement claims.

After some members of New York's congressional- delega-
tion reported such apuses, the Chairman, Subcommittee on
Elementary, Secondary and Vocational Educations House
Committee on Education and Labor, asked us to review vari®dus
aspects of the 1976 program's operations in New York City,
Los Angeles County, Philadelphia,'afd Baltimore and to iden-
tify the cause$\oﬁ\major abuses.

«

% ‘
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In boecembor 1976 we brieted rtenresentataves ot the
Subrcommigtee an i the ‘.N-:».ntmvn" of Agricultuare on ouar o
pocals Lor administrative and leatsfiatave changes to
Strengthen the Hrogram, The Department dasuaed tinal ceagualba
tions tor the 977 orogram on Marceh L, 1977, Those were 1n-
tended to cottoct or alleviate many ot the problemg and abuses
1IN pasnt Drograms., However , au discnssed in our testimony
bvrfore the Subcommitter on March 23, 1977, we believed that
additional specitic administrative revision Should have been
made and that cortain legislative changes were needed,

Woe teneated these additional recommendat tons in our
Loport to the House Comnitteo o Edancation and Labot on
April 1S, 1977 (CED=717-59). Mpon completion of oversiaht
hearing: on the program, the Congress on November 1o, 1977,
cnacted legistation (Public Law 95-166, sec. 2. 91 S5tat. 1 3249)
which incorporated Several ot our recommendations for leqisla-
tive as well as administrative chanages,

By lerters dated February 1) and March 25,1977,
rosoprctivels, the Chairman and the Ranking Minority Member
ot the former Senate Select Committee on Nutrition and
Human Needs asked us to evaluate the operation of the 1977
summer food service program, the effectiveness of the ad-
ministrative changes made by the Devartment of Agriculture
to correct abuses and improve the program, and the need for
additional legislative and administrative changes.

SCOPE_OF REVIEW

We made our review primarilyv at the Food and Nutrition
Service headquarters in_Washington, D.C.; at two of its
regional offices (Mid-Atlantic, Robbinsville, N.J., and
Western, San Francisco, Calif.); at theg State education
aqpnglos in New York, California, and Pennsylvania, and at
various sponser sites and other locations in New York City,
Los Anqeles County, and Philadelnhia. These locations were
anlnégd in our review of the 1976 program and we reviewed

- themyfdagain so that' we could better assess improvements re-
...sulting from oroaram changes for 1977.

Al

/ In addition, we obtained comments on the 1977 orogram._

requlations and the then-proposed legislative changes for

the 1978 program from the Maryland State agency which ad-
ministers the summer program. We did not 4o a full review 1n
Maryland because our review of its 1976 program showed 1t was
a relatively problem-free program.

‘We evaluated the Federal and State agencies' prefeeding
activities (such as outreach, training, sponsor and site
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clectaron, and contractang with tood veBRdgor ) and oo am
cteetat rons darang o actuaal teedan g oot chpldren (voch v vt
tnd vendor o monitor g oandd payment of clarngy . Woe ant e v lewedd
Federal aad sitate ot treaals responsthle for administer tng Vhee
977 program to obtain thetr comment s tor Imoroving tatar e
Drogram oberattonso We also o vieaated elected teeling aten,
tponcor g, and vendors to review actaal o orogram o onerat tons,
Thehoas o meal o preparations, omeal el aver tees, oo handdltna

nd ser ot aten, and toecordkeenog,

Poo determine tf meal o servedaan the sammer teasdrng i o-
e were comblyang with the Sepvice' meal component GRS EF S I BFRRS
Tenteo, we tested meals trom feeding sates in Lo f\rmn-l-‘.:‘
- onntoeoand reviewed the resalta of comol e et tng done
Por the Department '« 0tf pee of Aundit In New York oty
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. : L 2 T . . _ .
'\Sinééj1971-f%e summer feeding program has been plagued
by .continually recurring problems -which have "adversely’ ’
affected program operations and-goals. Ih 1977, the summer
feeding program;ggain had many serious abuses, but neither
we nor other entities monitoring. the program's oberation
- saw evidence of many of the flagrant“abuses which occurred

&

in previous years. This was particularly true of the biddiﬁg.'

- _and contracting activities in New :York®' City where the mogﬁ
ser ious.'abuses were uncovered in previousayear§' programs.
- ] B . . . A B
ey

. ‘ . P
" This chapte;\ﬁéscribes the abuses and other bad effects
‘of weak and inconsistent, program administration and non- -
compliance with program regulations. :7he deficiencies which
permitted the abuses to occur and th additional administra-
tivé and legislative changes we beligge are needed are dis-

cussed in subsequent chapters.

LESS SERIOUS ABUSES IN THE 1977 PROGRAM

The Department revised ‘its regulations and othervise
. tightened its administration for the 1977 program to curb pro-
gram abuses and New York conducted an intensive effort to keep
disreputable and incompetent. sponsors out of the program and
to prevent improprieties in sponsors' contracting for meals.’
These efforts, discussed in detail in chapter 3, seemed to
reduce or eliminate many of the serious and flagrant abuses.

. Major%abuses continued) however, in each of the three
locations whsfeviewed. These included -~ - . ”
——uHauthorized removal of meals from feeding sites by

adults, as well as children; B

-—meals eaten by adults;

: T~ -, ; , .
--meals not tontaining the required amounts of food;
-—QpOOr quality food;

: o Ny !
storage fac)lltles;

L .

~-inadequate food
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~ « --food wagkélcauéed by meal times being too close o .
* together; and. . » oo *
t g. r 4 . \. R ‘ -\ . R L] o
--overstated sponsor- reimbursement claims. - S .
. N _ . . ~ “ ? i ‘ P y 2 R
-During prq}“*m\bperations we made joint visits with .

State monitorsgly also conducted independént -vigits to ob- «
serve feeding Sfkrations’ in New York City," Los Angeles County,
and Philadelphia. The abuses we observed were :consistent

. with those reported by State and/or Federal monitors.

Some of the conéitiohs we oﬁserved'are.flgustraféd by
the following examples. . . .'1

. —-While visiting one site, we’ observed three children -
'~ leaving another nearby site with shopping bags filled
1'with meals. 5 : ' '

. S ~ -/ i

--At least 100 children left a site carrying one or -
- two lunches. About 20 of these children ‘went to .
an adjacent site and received more lunches. . N A

-~Lunches, delivered to a feeding site at the same
time as the breakfasts, were left sitting for hours b
without refrigeration or ice in a hot storefront
window. Children were advised to smell the milk bé-
fore drinking it to determine if it had soured.

--At one site, breakfasts were served for 4 hours and .
lunch servicg was started immediately thereafter.y, Food :
waste from tge‘lunches was_conseguently very highw ’ .

Service Yegulations require™“that the servithg of break-. .

fast be limited to no more than 1 hour and that at

least 2 hours elapse between the end of breakfast

service and the start of lunch service.

About 43 percent of the mealq{delivered”to, or.prepared

at, the sites we visited were ineligible for reimbursement
“due to noncompliance with program regulations, as shown in
the following, table. o .y

. . 7 g . - p 'e, . .




- . - Meals _ Meals - ’ y
o L Wdel}vered . ineligible: . -
: . .. GAO' | or - for T Percent
h - vidits’ §repared - reimbursement ineligible
. Los Angeles - ‘% e L
'{/; County. . 13 - " 2,093 a/818 _ a/3gs -
. V- ) ‘ K . : N
.. New York @ity .- 36 6,276- 1,909 - - 31 -
Philadelphia 26 | 3,072 . 2,218 72
: _ £ . =2edis . £:12108
B I Y . . . N -
To}al o150 11,441 4,945 43

a/These figures do not include meals removed from one site .
by children because cond;tfons d1d not permit us to maintain’
J an accurate count. ‘ .

3

Thise results are not statistically ptojectible to all. feedlng
, s in the three locatipns, but this, along w1th other data
on ineligible meals, shows a serious problem.

‘Common problems observed included'
C - o o, ey
—--delivering more meals thah were served because the

sponsor did not adjust de11very orders to reflect

actual consumptlon, ’ *

-

--failing to follow prescribed delivery scheduies;.
--serving meals at times other than those allowed; .
—-—improperly removing meals from the site, and

--failing to maintain-accurate 51te records to
. support relmbursement claims. .
“ v . . —
Some of' the 1ne11g1b1e meals were glven to needy children
but, because they were not given out properly, they were not
eligible for relmbursement
' —Y
Site p onnel- at some¥sites sa1d that, to get rid of
excess meals,*they either gave the lunches away (in an
-unauthorized manner) or divided the leftover meals among
themselves and took them home. We were unable-to verlfy
K the ultimate dlsp051t10n of :leftover meals, .
- \ W
~ In Los Angeles County and New York City, we examined
some of the sponsors' reimbursement claims to see if the

‘




j~ _ N _‘ -
1ne1101b1e ‘meals we had observeﬁ were clalmed (We did not
do thig in Philadelphia.) We found that the sponsors ofte?
c1a1med the number o0f meals delivered--which -in many cdses"
was the maxifiimfauthorized participation level--as the
- number Served to children. Thg¢ following table presents the
results of our comparlson.;. Y C . C

o Lo

. ' i L __Meals _Excessive claims
Location, - Sites Receilved Served Claimed” Meals ,Percent
' ~Los -Angeles ~ : : e o S
© County L5 1,100 - 483 . 1,160 , 617 56
" New York City 26 4,099 - 27636 3,759 . ‘1,123 - 30

4 \ discussed later 'in this report (see pp. 19>t0'22), ’
some he excessive claims seemed to result from a combina-
tion of Federal requirements: and Federal and State admlnlstra-

t1ve activities,.

. During this part of our rev1ew, we found that the
New York C1ty school system (a sponsor in New York for the
“first time .in 1977) seemed to be operating without most
of the difficulties and problems observed regarding.other
sponsors. For the days of our:visits, the school system's
-records of meals reported as served did not exceed the number
of meals we observed as actually served and eligible for ’
re1mbursement The significance of this is obvious. Even
. after we visited the nonschool sites, some sponsors still

T submitted cflaims in which 43 percent or more of the meals

-were ineligible. In most cases they made no deductions r
‘noncompliance with regulations we saw f1rsth§nd )

Our site visits sHowed .that serious problems st11£ e*ist
in the program. While the level of problems could vary sub-
stantially from location to . location, the problems- generally
are sys em1c in nature, sometimes inherent in the design of’

- the program, and thus have program-wide implications. In this
connection,- the Department s Office of Audit used a statisti-
cal sampling approach in 1977 to monitor sites-in Philadelphia
and New York City. (See pp. 35 and 36.) On the basis of the
results of its work, the Office of Audit projected that at
least 49 percent of the meals delivered in Philadelphia were
ineligible for reimbursement because of program noncompliance,
such as imProper removal of meals from' feeding sites, meals ,
eaten by adults+“and meals not containing the required
amounts of food. For New York City, the Office of Audit
projected that, for private sponsors, at least 18 percent
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of‘the meals were ineligible for reimbur8ement, while at
school sites only 1.5 percent of the meals were ineligible.

w

. ¢In California we reviewed all reports prepared by .
Federal mbnitors on - theif 367 site visits .~ Our gnalysis of
‘these reports showed that the most significant- problem was n
sponsors' failures to adjust meal deliveries to reflect actual ™
consumption. According to the reports, 26 percent of the

meals delivered were excess, as shown below.

Number of~meéls_ o Percent

Delivered Seryed Excess excess
37,892" 28,047 9,845 26

_ The reports did not note the ulﬁimate'gﬁsposition of the
excess meals, but they clearly showed that large amounts of
resources were not being used for the intended purpose--the

.feeding of needy children.

—

Reduced waste ip*New York City program
™~

For 1977 the New York State agency made a special

effort to reduce the abuses and waste resulting from various

program problems by carefully selecting sponsors and closely
controlling sponsors' contracts with. food suppliers. This
effort was successful and enabled the State agency to achieve
more efficient and effective program administration. Some :of
the unsatisfactory sponsors and sites in New York City's pre-
vious programs were kept out, many of the flagrant abuses in ‘.
the city seemed to have been eliminated, and reductions in
program: costs were achieved. One measure of the success of
these efforts is that in 1976 program monitors terminated

“‘about 1,500 sites in the city for program violations, wheteas

in 1977 only 231 sites,é were found to- be in serious violation
and terminated. 1In 19ﬁ7 the city's program operated with
90 sponsors and 2,605 sites; in 1976 there were 153 sponsors

and 5,706 sites.

. Because of the inadequacy of program records, it was
not possible to tell whether needy children were inadvertently
affected adversely by the efforts to improve the program in
the city. 'This uncertainty will exist as long as the lack of
adequate, reliable records continues. In this regard, allega-
tions were made to the Department'ssEffice of Audit that the
program reductions in New York City had adversely affected
needy children; however, when the Department requested -evi-
dence to support the allegations, none was provided. :

, . .
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Insufficient guantities of food "
~in medls served , o . .
e L * . .

In New York City and Los Angeles County, some tests
were made to-check compliante of the meals served with.the’
Department's portion-size requirements. Many of the lunches
tested did not meet the requirements.. '

The Department's requirements (commonly ;QIied,the Type
A lunch requirements) are designed to provide, over time, one-
third of the nutrition called for in the recommended dietary
allowances--except for calories--developed by the National
Academy of Sciences. On the basis of the needs of 10-to-12
year old children, the Secretary requires that lunches contain
two ounces of lean meat or other high protein food, three-
.. quarters cup of two dbr motre vegetables and/or fruits, one
slice of enriched bread, /and one half pint of fluid milk.
Other meals al'so have portion reguirements. -Adjustments in
the required quantities are permitted for younger and older °
children. (Revisions to.the lunch requirements are being
developed by the Department.)

Ly : . :
i In New York City we reviewed the results’ of meal. testing
conducted ‘for .the Department's Qffice of Audit by the
Department's Food Safety and Quality. Service. Tests were con-
. ducted on 233 lunches from various typqs'of sites~-sites whose
meals were prepared by vendors, self-preparation school sites,
and self-preparation nonschool sites. The results, as shown
below, indicated that %he lunches prepared by schools and '
other self-preparation sites had fewer problems than other

kinds of sites, ‘ hd }
" ,' ' | i' .."-Nuﬁber
, Percent ~ of meals
. Type of site - ' failing - tested
School - | 31 " 65
Nonschool 48 - * 168
‘; Total | 233
Self-preparation 36 80
Venaed _ ! - 46 153

N
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The amounts aof certaim’components by whHich the lunches
failed were also smaller for the school sites. About 41 per--
cent of the lunches te§gedtfrom nonschool sites did not meet

.~ 'the requirement forimeat or meat alternate--the shortages -
averagtd 11 percent. ‘School %ites .did not -meet this requirei
ment in 23 percent of the lunches tested--the shortages aver- '
aged 17 percent. Likewise, self-preparation sites were

etter in meeting the meat requirement than vended, sites by

%he same percentaqes as school sites compared w1th "‘nonschool

sites. : . : .

( ; o T—

. In Los Angeles County we tested 27 lunches from vended
sites, self-preparation sitgs, and school sites.  All but ‘
one of these meals failed to meet the Department's Type A meal
requirements. Fourteen lunches were short of the faieat re- «
quirement by an average of 19 percent. Additionally, 24 ~
lunches were short of the vegetable and/or fruit requirement

by -an average of 22 percent. Schools in Los Angeles do not

prepare meals for the summer feeding program; they buy them
from vendors as do most-of the. nonschool sites in New York

City. ,é

No significaﬁt meal compOnent'testing was performed in
Philadelphia. _ _ _ .
Poor food gquality k ' _ i

Of the 153 vended lufiches teskted for the Office of Audit
in New York City, 20 percent had meat or meat alternates that
were not of’good quality (moldy or not fully cboked); 12 ver-.
cent had fruit that was unripe, overripe, or moldy; and 73
percent had fruit juices with substandard flavor, of which
25 percent were sour. None of these conditions were observed
in meals tested from self-preparation sites or school sites
in New York City.

In the following chapter, we discuss causes of "the
1977 program abuses, the potential impact of the new
summer feeding program legislation for 1978, and the neeé
for additional administrative and legislative changes. he
status of all the recommendations from our April 1977 report
is discussed in appendix I.

11
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CAUSES OF RROGRAM ABUSES o

(3

Although the admlnlstrat;lgsof the 1977 sdmmer feedlng
program was notably better, overall, than in previous years,
several.gpects Bf the program need additional legiglative
and administrative gﬁtﬁntlon Several largely interrelated
factors contributed- the abuses dlscussed 1n chapter 2.

Inadequate Federal funds for State adm1n1strat1ve costs’
is a critical problem in some States and pervades all asp®cts

of State administration. In 1977, New .York's efforts to re-

duce program abuses--which were partially successful——resultedt
in a financial loss to the State, and this financial }oss re-
sulted in New York's refusal to admlnlster the program in .
1978. \ . . r
D - B
Another serious Droblem is the app??tﬁT*bf feedlng S1tes
with inadequate facilities for keeping leftover (excess) mea15f

~until the next day and for feeding children in inclement

weather. Lack of adequate fac111t1es, combined with Federal
requirements for determining meals' eligibility for reimburse~x
ment, have the effect of encouraging sponsors to submit over- ho
stated claims for re1mbursement. . _ "

Other problems that contributed to program abuses in
1977 include

--staffing shortages resulting from factors other than
limits on State administrative costs,

-—-inadequate efforts to identify areas eligible for'the
program,

--inconsistent evaluations in approving Ssponsors and
sites,

--insufficient State program monltorlng and actlon on
monitoring results, and

--inadequate State efforts to determine amounts of
advance payments to sponsors.

INADEQUATE FUNDS FOR STATE ADMiNISTRATION

We believe that additional changes in the authorizing
legislation are needed to provide the proper levels of funds
for States' administrative costs. The funding of these
costs is of paramount concern because inadequate funds foy

, -/
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proper administration have an adverse domifio* effect on the

entire proyram. When ingdequate funding causes a State to re-

duce its staffing, igcompetent or unscrupulous sponsors can

be approved™flong'with unsanitary, inddequate; or even non-
// existent feeding gites; prografn monitoring and administration

can be insufficient to identify“and correct abuses; needy

children can bé given insufficient or infer¥@¥ food or no

food at all; and more mone¥ could be wasted ©n improper and

inefficient feeding oper9t16h§ than would‘ have been spent for

good administration. SN ‘ '

If States are forced to absorb administrative costs, they
may refuse to adminiﬁger the program. This forces Federal '
versonnel o act as local administrators péerforming all the
approval and monitorgng functions normally performed by the
State. This cauld 3?so‘result in increased Federal costs.

4 ’ X
A ' ,

In our Ap;:TzX§77 report, we recommended that program
legislation be amknded to change the method of determining
the maximum level of funding for State administrative ex-
penses. Although some revision was made in this part of the
legislation in November 1977, -we believe, on the basis of our
review of the 1977 vrogram, that additional changes should
be made.
Problems résulting from inflexible limits
on State adminlistrative costs t

Under previous legislation, each State was generally
eligible for reimbursement of actual administrative costs up,. .
to 2 percent of its other program costs each year. The dif=|"~
ficulties arising from such a procedure are illustrated by
New York's experience.

In 1976 the New York State agency administered a program
in New York City that was described as being totally out of
control. State administrative efforts in the program's early
phases were very weak and . site personnel, svonsors, and
~vendors committed repeated and serious abuses, such as those
described in chapter 2. Abuses were reported by many sources,
including members of New York's congressional delegation.

-

In response to overwhelming criticism, the State agency
belatedly ‘hired additional program monitors to try to bring
the program under control. The monitoring resulted in
terminating about 1,500 unsatisfactory sites of the 5,706
sites operating in the city. As a consequence of this crash
effort, the State agency spent about $210,000 for which it
was not reimbursed because it exceeded its 2-percent re-
imbursement ceiling for administrative costs.

13
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e The New York agency carried over -much of its 1976 program/[
staff to pran and carry out the 1977 program; it planned ‘to
augment this staff with temporary hires gurlng the -summer
months, primarily for program mon1tor1nq, The State's
-efforts, aimed at digapprdving undesirable sponsog-applicants,
reduc1ng overlapplng sites, and correcting other earlier |\
“abuses, resulted in reducing its anticipated program cost ]

~ from an initial estimate of $70 arillion to about $25 million,-
as discussed °n pages 28 to 30. | This meant that the Federal - ¥
ceilipg for admlnustratlve costg (limited to 2 percent) would\J
“have een reduced fq?m $1.4 mil 1on to $500,000.

-,

_ When it became dﬁparent that the initially ant1q1pated
vprognam size onéwhich thewg977 State’ plan and administrative

- 'budget were -basefl would not materialize, the State curtailed
its hiring ‘to trys to avoid again incurring unreimbursable
administrgtive costs. The State hired only 38 percent of

the total planned program staff of 252. The majority of staff
positions not filled consisted of program monitors; only 38
were actually hired out of a planned complement of 181;

With- this State hirin reduction, the Department be11eved
it necessary to supplement he ' State staff. ~Supplemental
staff was needed despite the reduced size of the program be-
cause of the problems in New York City in previous years and
the need to control program abuses. The Service's Eeglonal
office provided 83 people (supervisors, monitors, ahd
administrators) and the Department's Office of Audit provided
139 people (monitors and auditors) to help the State.

These Federal employees a551§ted with planning, contract-
ing, and other activities before the start of feeding opera-
tions, as well as the monitoring and other functions necessary
during the feeding operations. These Federal activities, ~
valued at about $629,000, wduld have normally been State
responsibilities subject to the 2-percent ce111ng but the
cost of the Federal assistance was not charged against the
State's admlnlstratlve reimbursement entitlement.

The total cost of the 101nt Department-State administra-
%ion of the summer program in New York State in 1977 1is
estimated at $l 5 million. Although the total administrative
costs pa1d by New York in 1977 exceeded the 2- -percent ceiling
by about $400,000 and the overall Federal-State cost exceeded
the ceiling by about $1 million, expenditures of even this.
amount were not adequate to carry out the full extent of
program monitoring required by the Service's regulations, as
discussed on page 39, or to eliminate the abuses discussed in

in chapter 2.
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Although there were major problemsuln the 1977 program

.in New s¥ork City, the ‘intensified effort seems tg have result-
ed 1in eliminatipg many of the flagrant abuses. It seems )
1ncongruou§ to .us that ‘an’ 1nten51f1ed State effort re-
sulting in a reduction in program abuses an® .an associated
$45 million reduction in program costs resulted in a financial
loss to the State. The State's loss in administrative cOsts
would have been much greater if the intensified effort was |
implgmented as originally planned, even though such an effort
migh?® have' resulted im a further reduction in abuses. The
.loss would also havé been much greater had the State beeh
requ1red to pay for the assistance the Départment provided. °

The new 1eglslation prov1des that beginning irm 1978 State

administrative costs will be reimbursed generally on the
basis of the cost of the program in the preceding fiscal year.
. States are eligible for 20 percent of the first $50,000 of

'such program costs, 10 percent of the next $50,000, 5 percent
of the next $100,000, and 2 percent of the remainder. Al-
though this provision may be helpful to States with small pro-
grams, its effect on larger programs is inconsequential. For
example, if the size of New York's 1978 program were estimated
to remain the same as it was in 1977 and the State administer-
ed it, the State's administrative entitlement would only be
increased by about $16,000.

The new law permits the maximum reimbursement for ad-
‘"miRistrative costs to be increased (or decreased) from the
amount resulting from application of the prescribed formula
only to.reflect changes in the size of the program since the
previous year. Under the Department's interim requlations
for 1978, the Service will not reduce the administrative
expense ceiling for a State whose program is smaller than- ex-
pected if the State has made reasonable efforts to meet

its responsibilities.

As a result of its past financial losses, New York State
decided not to administer the summer feeding program in 1978.
Under the auth§r1z1ng legislation, the pepartment must admin-
ister the program in States which cannot or will not adminis-
ter -it, which has«occurred fairly often. This could result in
higher costs than if the State were Jiven adequate funds for
administration. _ (This costs of using Federal personnel can
be higher than the costs of using State‘personnel.) The
Department has estimated that its administrative cost for’
running the pr&gram in New York State in 1978 will be about

-S1. 6 million.
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J ~Ptre~Department administered: the summer feeding vrogram

+

in New York State in 1975 and experienced many of the same

| problems the State experienced in 1976. For 1978 the State

did not make its final decision not to administer the program

~Lrh&il mid-January, and, as of March 21, the Department had
" no

jgppointed anyone to be in charge of the New York program
for.2978. It is too early to say what problems may be en-
ountered in the 1978 summer feeding program in New York, but
he program is off to a slow start.

Our April 1977 report recommended that the Service be

authorized to negotiate with the States, on the basis of

State-prepared budgets. and management plans, to determine

a maximum amount up to which a State's actual costs could be
reimbursed. This approach would not only permit States to
know in advance how much reimbursement they would be entitled
to, but also provide the flexibility needed to deal with
different situations in different States. Under the

November 1977 legislation the States will know in advance how
much they can receive in administrative funds, but there is
still not enough flexibility in_ the legislatively prescribed

ceiling. ' ~

-

1

For ‘instance, a State program—-—-such as Maryland's 1976
program—--characterized by a small number of reputable,
experienced sponsors with well-trained site personnel needs
much less administrative effort (such as outreach, training,
and monitoring) thdn a State program—--such as New York's 1976
program~--with largeé numbers of poorly gqualified sponsors and

. site personnel who do not comply with program regulations.

-

Additionally, as a safety pre%aution, program monitors
in New York City generally travel %n pairs. We agree with
this precaution, éven though the number of visits a given
number of monitors can be expected to make is cut in half

and the cost of site monitoring. is greatly increased. The
differing administrative_ complexities of the program in dif-
ferent locations are such that basing the maximum State admin-
istrative fund reimbursement on a fixed percentage--whether
determined in the future based on the current prog}am or

.quaranteed in advance based on the brevious year'sg program--is

not appropriate.

‘" The new legislation provides for negotiated administra-
tive budgets for sponsors, as we had recommended. It would
seem even easier and more appropriate to establish such a
procedure for State budgets betause States are fewer in number

‘and are more stable, structured organizations than most spon-

sors.
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Negotiated State budgets, in addition to establishing
predetermined ceilings, would provide the Secretary of
Agriculture with the opportunity %o take Program complexities
into account amd adjust State administrative expense re-
imbursement ceilings accordingly. :

: In discussing the concept of negotiated State administra-
tive budgets, Department officials told us that most States
had not complained about insufficient State administrative
funding. They agreed, however, that many States need to L
increase their administrative efforts in areas such as
cutreach to find better sponsors and sites, evaluation
of proposed sponsors and sites, and program monitoring.
Such increased efforts would require more Federal funds for
State admindstration.

The officials said that legislation giving the
Secretary complete flexibility in determining the ceiling on
each State's administrative cost reimbursement could make it
difficult to prepare and justify an amount for ‘these costs in
the Service's overall budget. They said it would also be
difficult for those reviewing the budget to evaluate the total
amount the Deoartment requested each year for State program
admlnlstratlon. . N

) The officials said also that, to adequately evaluate each
State's needs and determine a final ceiling, criteria would
have to be developed for the major elements of State ad-
ministrative processes, such as sponsor and site approval,
monitoring, and outreach. Such criteria would have to give
consideration to the numbers of children expected to
participate; the estimated numbers and kinds of sites, spon-
sors, and vendors; and other pertinent factors. .

We continue to believe that flexibility is needed in
providing Federal funds for State administrative costs because
of the widely varying conditions in different States. Bear-
ing in mind the Department's concerns in this matter, we '
believe that the legislation should be revised in such a way
that a base ¢ceiling would be provided for State administrative
costs (the same formula now in the law) but that the Secretary
would be authorized to approve additional amounts up to
a higher celllnq, if he determines this to be needed for a
particular® State. This higher ceiling, the amounts to be
provided, and circumstances warranting payments above the
base ceiling would be based on criteria to be developed from
a study of State administrative costs.

17 2
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Payments above the base ceiling woulAd haveu‘o be justi-
fied based on the criteria and the unusual circullstances in
the States needing the additional funds and in no event could
they exceed the higher ceiling resulting from the study. The
results of the study on State administrative costs, including
the higher maximum ceiling the Secretary would allew for un-
usual circumstances, would be required to be reported to the

Congress.

-

Such a legislative revision, including provision for.
the required study, would be similar to the November 1977
legislative revision calling for a study to be used as a basis
for more flexibility, within limits determined by the study.,
in providing for sponsor administrative costs.

Providing some States with more Federal funds for
State administrative costs should not be regarded as a
reward for poor administration but, rather, as a realistic
concern that some States have problems, not totally within
their control, that hinder the efficient achievement of the
program goal of feeding needy children. In locations that
have serious problems, additional funds for administration
could very well be more than offset by reductions in program
waste and abuse.

INSUFFICIENT STATE STAFFING

Staffing problems for reasons other than inadeguate
funding also plagued the 1977 program. 1In 1976 some State
agencies underestimated their staffing needs and did not
have enough staff to adequately administer the programs.

For 1977 the Service required the State agencies to have
adequate personnel in enough time to.plan and carry out

the program and to describe their staffing goals 1in their
program plans which are evaluated and approved by the Service.
For different reasons, California and Pennsylvania, like

New York, were unable to meet their approved staffing goals.
(As discussed on p. 14, New York's staffing shortages were
"due to insufficient funds.)

The California State agency was late in hiring staff ‘and
attributed the delay partly to the unavailability of quali-
fied personnel. It intended to hire only graduate student
assistants and special nutrition consultants. Those people
were not available, however, until the reqular school year
ended and it was too late for the State to use them in activ-
ities, such as preapproval site visits, which occur before
the start of feeding operations. .
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Although the State eventually hired a larger staff than
originally planned, the hiring was not timed to provide enough
time to accomplish the work as planned. In addition, the pro-

‘ - gram manager wHo was to be hired by January 1, 1977, was not

~~ hired until March 2, 1977. i -

In Pennsylvanla the hiring of staff was 1mpa1red by L

a State policy which had adversely affected summer feeding

- ‘program staffing since the early 1970s.  In ‘attempting to
‘reduce the size of the State government, the State administra-

y tion 1nst1tuted a policy of not permitting State agencies to
‘increase employment levels--even if the Jobs were fully funded
by the Federal Government. Consequently, in 1976 '
Pennsylvania's administrative cogsts were about $120,000 below
its administrative reimbursement ceiling. Indications are
that the State has not spent up to its 1977 ceiling-either,
even though serlous abuseswoccurred that vyear. Q\\\\ ‘

As a result of thelr,stafflng-problems, both the
"Pennsylvania and California State agencies relied on assist-
ance from the Department of Agriculture to accomplish their:
program administration responsibilities. In California the
" Department provided monitors .at a cost of $55,000 and in
Pennsylvania the Department provided 45 supervisory, ad-
ministrative, and monitoring personnel at a cost of $96,000.
(As discussed on p. 14, New York also relied heavily on
Department a531stance )

‘We believe that the impact of the staffing problems was.

manifested by problems in such areas as outreach, preapproval
site v151ts, and site monitoring, as discussed in following

gfctlons. v :
‘N

CIRCUMSTANCES ENCOURAGING SPONSORS TO
~ SUBMIT OVERSTATED CLAIMS FOR PAYMENT

. Some nonprofit sponsors in the summer feeding program are
submitting overstated clatgzeggéé;glmbufsement We believe
that much of this hapvpens € of the combined effects of .
seVeral legislative and regulatory requirements and admin-
-istrative practices on feeding sites which do not have, or
have access to, adequate facilities; that is, refrigeration
and accommddations for feedlng children in inclement weather.
Efforts to find better sites have ‘not been sufficiently suc-
cessful, varticularly with regard to attacting school sites.

_17
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Effecté of legislative and
- requlatory requirements

<

[4

" . The authorizing legislation provides that sSponsors can
be pvaid only for meals served to ¢chbldren attending approved
food service or other programs. ' The Service requires that,
to be eligible for Federal reimbursement, children must eat
the meals at the feeding site - or at an alternate location
where they can be gsupervised. This is to prevent abuse of
the program and assire ‘that the meals are eaten by children

for whom the programiig designed.

o - , : . ,
On fainy days or other days when weather precludes
children from eating outdoors, the sponsors without access
to sheltered facilities have to permit the children to : ~
remove the meals from the site to eat them or not give the
meals to the children. If the 'sponsor does not have access
_ to refrigeration facilities for storing the meals until .
§ the next day, either action makes the meals ineligible for: .
: Federalc;eimbursement because they are not eaten at the
o site by ‘children. Howeyer, the food vendors, which provide
- . the meals as ordered, legitimately expect to be paid.
Thus the sponsors, which are nonprofit organizations, have
' to knowingly claim reimbursement for jineligible meals,
default on their obligations to the vendors, or somehow
" find_other means to pay for ‘the excess meals themselves.
All three of thes  alternatives are extremely undesirable.
. The same type of dilemma arises when the expected
number of childfen do not show up for a meal service for
rgasons other than bad weather. qu sponsor has meals- on
band which it must pay for but which are not eligible for
Federal reimbursqﬁlﬁt. Without access to refrigeration, a
sponsor cannot properly accompddate excess meals--store them
and reduce his meal order f the following day--because

the meals would spoil. -

N

S

Many'siEes hadrinadegugbe facilities

.4 (_ h
Our visits tb‘sites.in the three locations in 1977 /
showed that many sites had marginal or no food storage
and/or service facilities. Our April 1977 report pointeg/
out that problems had arisen because. sites had been approved

- which had inadequate facilities. We recommended in the
report that the Secretary define what constituted an

acceptable. feeding site. ‘f
(j

Service regulations for 1977 required sponsots to have
arrangements for serving ¢hildren in inclement weather and
for storing meals until they were served, including meals

20
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left over at the end of the day. Sponsors which submitted
program applications were required to describe these
arrangements for each planned site. Despite this, however,
States approved sites without adequate facilitiei or arrange-
ments. In some cases they simply did not verify the existence
of the,arrangements or facilities the sponsors described; in
other cases, they did not want to deny the program to needy
&hildren in-~areas where adequate facilities had not been ob-

tained.

_ For example, one site in Philadelphia was a vacant
lot where the Parks and Recreation Department operated
‘ recreation activities. On the day we visited the site, it
was raining and there were no recreation 'activities. The
site supervisors were standing under a tree--the only
~shelter available--handing out lunches to children. The
children either took the lunches home or went into abandoned
_houses across the street to eat them. :

Other sites in Philadelphia were "play streets"--streets
blocked/off to vehicles so the children had places to play.
Several residents of one block gave out the lunches to chil-
dren- who took them home because.it was raining and there was
no dry place to eat them. At another site--a garage with a
badly leaking roof-—-geveral children took several lunches and
supplements home so that their brothers and sisters would '
not have to come out in the rain.

Nearly all of the meals served at these sites during
our visits were ineligible for Federal reimbursement because
- they were not eaten at the site. .,

Except for schools which were obvious, we‘could not
determine whether there were other potential site locations
available which had adequate facilities in the three loca-

K\\ tions. Pennsylvania was not successful in persuading the

Philadelphia schools to become sponsors or to make school
cafeteria facilities available as sites. 1In the other two
locations, some schools were used as sites but there were also
many nonschool sites with inadequate facilities.

In Los Angeles County where it seldom rains in the
summer, protection from the weather was not a problem. Lack
of refrigeration, however, was a problem--as it was in the
other locations. ' . '

Federal regulations allow. a sponsor to give second meals
to attending children when there are excess meals, but the
meals still must be eaten at the a}te or other supervised

P

21



A\
L

location. However, the regulations also limit the length

of each meal service period. 'There is a 2-hour maximum for
lunches and suppers and a l-hour maximum for other meal
services. By the time site personnel realize they will have
excess meals on a particular day, the end of the authorized
service period may be very near and most of the chldren who
may want a second meal may have already eaten and left. Meals
served after the authorized service period are also lnEllglble

for Federal relmbursement.

Claims submitted for .ineligible meals

Many of the spohsqrs whose sites we yisited included
ineligible meals in their reimbursement c¥a1ms-—some perhaps
because of the 01rcumsjahces described above. Some site per-
sonnel seemed to be conscientiously trying to fold¥ow program
rules to the extent permitted by the situation. Even these
sites served, and were obligated to pay for, meals that were
ineligible and were thus encouraged to oversfite their re-
imbursement claims. However, many of the sponsors whose

‘sites we visited and that claimed ineligible meals did not

seem to be making an adequate effort to match their-meal
orders with actual attendance at their sites. They simply
ordered the number of meals that matched their authorized’
maximums and disposed of the excess meals each day. (Further

details are on pp. 7 and 8.)

Most of .the improper reimbursement claims that include
ineligible meals would not be detected during normal pro-
gram operations because Federal or State program monitors
spend very little time at each site--an overall avertuge of
perhaps only two or three meal services €ach summer. (See
pp. 34 to 37 for a further discussion of program monitoring.)

Better efforts needed to identify and attract

"sponsors with adequate feeding sites

~ The most obvious .solution to the problems described |
above is to obtain sponsors which can provide proper feeding
sites. Schools are obviously excellent candidates as sites
because thelr facilities usually include both refrigeration
and protéction from the elements and because they are usually

located fairly close to children's homes.

The importance of having schools as feeding sites is
supported by a report recently issued by the Department's
Office of Audit on the New York program. The report states

that:

-



"The advantages of having schools as feeding sites were
demonstrated in 1977 and we do not know of an acceptable

- alternative for operating the * * * [program] in New ™
York City." . '

Although efforts to find better sponsors and sites--
commonly ‘called outreach--were better in 1977 than in pre-
vious years, not enough emphasis was placed on ascertaining
the adequacy of prospective sites' facilities. California
and New York conducted outreach efforts aimed primarily at

\sschools and other public agencies. Both were partially

successful in persuading schools to be sponsors. The sponsor
schools in Los Angeles County, however, did not always use
school cafeteria facilities for feeding operations or for
storing leftover meals. ’ '

In New York City the city's Board of Education agreed
to participate as a sponsor in 1977 under a special project
(with special funding) designed to assess the feasibility
of using the city's schools as feeding sites. This project
was operated pursuant to section 10 of the Child Nutrition
Act of 1966, as amended (42 U.S.C. 1779) which provides that
an additional amount up to 1 percent of a State's program
costs can be used for sgecial development projects. This
édditional money was to ‘be used to pay the Board's adminis-
trative costs in serving as a sponsor. ‘ )

The results of the special projekt showed that, while
the costs of operating the program in “he city's schools
were higher than ofher spongers' costs, the schools seemed
to be opegmting with moet of the difficulties and .problems
observed elsewhere./ ° o ’ ‘ },

The Pennsylvania State agency conductedl&k}imited’out-
reach program aimed at public agencies in 36 cities, includ-
ing Philadelphia where major problems and abuses had been
noted in previous years. This effort.consisted of form ,
letters to the,public agencies with mailgrams to those not
responding t6 the form letter. No other followup was per-
formed except thgt State personnel held a meeting with three
large prospective sponsors in Philadelphia, one of which
was the school district. The State proposed that ‘the entire
city be divided among the three organizations, but the school
district and one of the other organizations were unwilling-
to participate in the pProgram on such a large scale.

The November 1977 legislation should make it somewhat
easier to attract schools as sponsors in the future because
it authorizes the Service, through the States, to negotiate
budgets with sponsors instead of placing an inflexible
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cents-per-meal maximum on all sponsors' costs. This needed
flexibility should enable more schools.to become sbonsors.
The new legislation will also remove one incentive to over-
state meal costs--ceilings on sponsors' administrative costs
will no longer be based on a cents-per-meal calculation.
However, the legislation will not have an impact on the 1978
program as originally intended, '

The new legislation requires the Department to conduct
a study to determine maximum allowable levels for sponsor
budgets, based on such factors as the number of sites and
children served and whether the sponsor prepares the meals
or buys them already prepared. The results of the study were
to have been reported to the Congress by December 1, :1977.
The Department was unable to complete.an adequate study within
the required time--the law was not approved until
November 10, 1977-. As a result, for 1978 sponsors' maximum
reimbursements will continue to be based on an across-the- ,
board cents-per-meal formula applied to the number of meals ~
paid for by the Department. The Department plans to complete
its study of sponsor costs in time to formulate more
appropriate and flexible criteria for the program in 1979 and

subsequent years.

.

As noted earlier, school sites can have higher ad-
ministrative costs and might seem on the surface to have
higher total costs, but they also have fewer abuses and, on
the basis of the number of children actually fed, may really
have a lower effective cost than other types of sites. «

(See pp. 8(§nd 9). ‘ ‘ .

"Sohupions are liﬁibgd‘and difficulp to achieve

In some areas it may be difficult or even impossible to
obtain or have access to adequate facilities. We believe
. that more needs to be done to get schools to make school
facilities availagble for use in the summer feeding program.
Local officials, however, are often reluctant to permit
schbols*tb”be used because the schools are ,jtraditionally
closed in summer and the officials are concerned. about van-
dalism and wear and tear on school buildings.

)

Solving the problem is not easy. The more obvious*®
alternatives are to: )

)

--Continue the present approcach but mount a much greater
effort to obtain sites with- adequate facilities. This
"should include providing adequate funds to cover the
reasonable costs of schools and other good sponsors

and sites. o
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--Encourage the participation of schools by providing
(in addition #o adequate funds where schools are made
available) for reduced Federal and/or State financial
assistance to school districts refusing to allow school.,
facilities to be used for the summer feeding program.

> -=Hold back the program from areas in which adequate
facilities cannot be obtained, despite provision of
adequate funds, and rely on pressure from various
government agencies and the public to persuade school
officials to make school facilities available.
e
The first alternative might seem desirable and relatively
noncontroversial. ' However, it likely would continue to some
degree the present situation of 1mproper claims and waste
because of excess meals., It would require additional outreach
efforts at an additional price. Some improvement  would be
obtained, but the degree of success achieved would be un-
certaln ' :

The second alternative would involve some form of
sanction by Federal and/or State agencies. While probably
the most effective recourse, it may not be the most popular
solution. Department officials said this alternative raised
questions concerning infringement on local governments'
rights and withdrewal of the summer feeding progtam from
local community groups. They also noted that some school
districts might accept the sanctions--which could have un-
desirable effects on local school programs—-rather than allow
their schools to be used for the summer feeding program. They

- said- that some children accustomed to attending summer feeding

sites very near their homes might not participate if the

school site nearest their home was farther away. *

We recognize that, although the last alternative might
bring about the desired effect over the long term, it would
have the undesirable effect of not providing program benefits
to needy children, even though Ehis might be only temporary.

-

There may be other alternatives not, dlscussed here and
all should be considered. However, one thought should be
uppermost in everyone's mind 19,th1s regard. The objective
of the summer feeding program is to feed needy children and

. the alternative that meets this objective Jnost efficiently
and effectively is the one that should be 1molemented ‘

If .the program is allowed to contlnue operating through
sponsors and sites that do not have adequate facilities,
consideration should be given to permitting some allowance
(and payment) for uncontrollable wasbe caused by excess

e,
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meals~--as long as a sponsor takes reasonable steps to
minimize the number of excess meals and the number of meals

eaten off the site. ;
We recognize that, on a day-to-day basis, it would be

very qifficult to determine whether site personnel were

honestly trying to avoid waste from excess meals, or whethq&,f

they were simply ordering the maximum number of meals for

which they were authorized and not caring about waste. Also,

if childref' were alldwed to take the meals away from the

site to eat dquring inclement weather, it would be difficult

to tell whether they were actually eating the meals as the

program intends. 1In this kind of atmosphere, State monitoring

would need to be much more extensive than is presently re-

quired, and much more in State administrative funds would

have to be provided. Such additional monitoringfwould need

to be directed more toward sites with inadequate facilities

because abuses would be more likely to occur at such sites.

IDENTIFICATION OF PROGRAM TARGET AREAS .
NEEDS MORE- ATTENTION

The summer feeding program has been provided to eligible
areas—--as distinguished from eligible individuals as in the
case of many other food assistance programs——&pd all children
attending approved feeding sites were eligible" for free mea¥s.
Eligible areas are those in which it is determined that at
least one-third of the children are eligible for or re-
duced-price meals in the school lunch and/or school breakfast

programs. : .

In 1976 State agencies in California, NewJ!ork, and
Pennsylvania made few, if any, efforts to ascertain in ad-
vahce the target areas eligible for the program. State
officials said they found the re%ﬂired method of determin-
ing areas' eligibility difficult to use and simply
approved sponsors if it appeared on the surface that they
would serve needy children or areas. ' _

Except for residential camps, which constitute a small
portion of the program, the method of determining areas'
eligibility for 1977 was the same as for 1976. To encourage
the States to use appropriate data and procedures in identify-
ing eligible areas, the Service's 1977 regpulations required
the States to describe in their State plans the criteria to
be used to identify and establish eligible program areas.

Fallowing:. the new regulations, the New York State
agency ‘was able to do a good job of identifyfhg eligible.
‘areas in advance without undue effort. It considéred census
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:wﬂ-4ata on personal .income, 1nformation on free and reduced-price
meals served in the school feeding ‘prodtrams, and other types
of income data to determine the eligibility of elementary
sc¢hool zones in New York City and of school districts in other
areas of the State.

A The other two States did not do as well. The

Pennsylvania State agency conducted a limited two-part eff
to identify eligible areas and the number of children eligi le
for program participation in 1977. In the first part, the :
State agency identified large cities as target areas on the
agsumption that the cities had large populations of needy
children or on the knowledge of State program personnel

\' about the counties surrounding the three major urban areas.
Because no specific data was used in these determinations,
the procedure seemed questionable to us. Later, a statewide
analysis of economic need was made using school lunch pro-
gram statistics. The State had planned to use the results
of this later analysis to try to find sponsors and siteg for
the needy areas, but staff was not available to follow through

w1th th;s/effort. '}

The California State agency did not adequately identify
on its.own the areas in which poor economic conditions existed
in 1977.  Instead, the State agency relied on sponsors to
document that at least one-third of the children to be fed
at each proposed site would be eligible for free or reduced-
price school meals or that all children would come from
areas in which at least one-third were eligible for free
or reduced-price school meals. Although it had planned to
do so, the State did not verify the accuracy of the
eligibility data the sponsors submitted. We found that one
sponsor justified all of its sites in four cities on the
basis that the average family income in each of the cities
was lower than the maximum income for free or reduced-price
school lunches. The State approved these sites despite the
fact that no data was submitted for the specific areas with-
in the cities that the sponsor was to serve.

==

Frofft what we saw in our review of the 1977 program,
we -believe that identification of program target areas can
be accomplished under existing procedures if the Service
makes sure that States follow the steps outlined in their

State plans.

IMPROVED BUT STILL INCONSISTENT APPROVAL
OF SPONSORS AND SITES

‘ _ /i
In 1976 and previous years sponsor and site approval}
along with sponsors' contracting, was a critical problem
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!
area lvading to serious mﬁd widespread abuses. In 1976
State agencies assumed that the authorizing legislation
required that all sponsors be approved if they would ovrovide
food services for children from eligible areas. As a result
nonprofit organizations applying for varticipation were auto-
matically approved with little or no regard to whether geveral
sponsors or sites would serve the same area and the same chil-
dren or whether the sponsor was honest or capable of operating
a satisfactory program. Under these circumstances, dishonest
and incompetent sponsors and sites with inadequate facilities
were approved along with good sponsors and qgood sites.

In 1977 the Service's regqulations included a priority
syBtem for choosing sponsors when more than one sponsor
applied to serve the same children. This provision made

it clear that all applications did not have to be auto-

matically approved. S~

The following table shows the numbers of sﬁonsors and
sites approved in the three States in 1977. The lower per-
centages of approvals by New York are in line with the
greater efforts made by that State to evaluéte prospective
sponsors and 51tes more thoroughly.

California New York Pennsylvania
Sponsors Sites Sponsors Sites Sponsors Sites
Approved 224 2,615 291 3,765 95 1,593
Denied 28 (a) 59 1,775 9 332
Wwithdrawn - - 37 133 - -
Total 252 (a) 387 5,673 104 1,925
pamtinn Sy —— R ja——

Percent

approved 88 (a) 75 66 95 83

-

a/Data not available.

Inconsistent State efforts to
prevent clustered sites

Clustered and overlapping sites were severe problems
in 1976 because so many sites were approved without regard
to how many were required to serve the needy areas and the
children living there. This resulted in sites having more
meals available than could be served to children and
ultimately led to reimbursement being sought for ineligible

meals.
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¢ In 1977 the regqulations required that the States take
steps to prevent clustering of gaites, but they did not
sutline what steps should be taken to do this and did not
require the States to include in their program plans- the
steps they planned to take to prevent clustering. Neither
Pennsylvania nor California took adequate steps to avoid
clustered sites in 1977, but major improvement: was noted

in New York.

Efforts to prevent site clustering commonly involve
the use of maps with grid coordinates. Each proposed site
is plotted on the map and assigned a location code based on
the grid coordinates. - When too many sites have similar
coordinates, a further investigation is usually made to
determine how many sites are needed to serve the area. New
York used this kind of procedure in 1977, and we saw little
sign of the clustering, overlap, and competition for chi®dren
that was common in New York City in previous vyears.

The Service developed a similar procedure for California
for 1977, but the State did not use it and did not otherwise
determine whether sites were too close together. As a result,
gite clustering continued to be a problem in“Los Angeles
County and there were -abuses such as those described on page
6 where children walked from site to site collecting meals.
State officials said they did not have enough staff to carry
out the procedure the Service developed for them.

Clusteredgyand competing sites continued to be a problem
in Philadelphia in 1977 because the State did not take ad-
equate steps to prevent it. The State did not even analyze
lists of sites and compare site locations. Monitoring by
the Service identified 724 overlapping sites. The State
agency terminated only 22 of them because a Federal court
order prohibited closure of additional sites.- The court said
the sponsors were not at fault and therefore should not have
their sites closed.

In our April 1977 report, we recommended that the
Secretary of Agrlculture require States to disapprove
clustered sites unless they were considered necessary for
- feeding all eligible children in the area. We continue to

believe that site clustering is a serious problem and that,
although the Service tried to deal with it in its 1977
regulations, more needs to be done. We believe the Service
should require States to present (in their program plans)
for Service approval, a specific description of the pro-
cedures they plan to use to control Site clustering and
overlap. The Service should then take steps to make sure
the procedures are followed. ;
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State efforts_to keep out

problem sponsors_from previous years

Particularly in New York City and Philadelphia, the sum-
mer feeding program in 1976 and previous years had some spon-
sor organizations that seemed especially prone to blatant
abuses. 1In 1977 New York made a concterted effort to prevent
such organizations from becoming sponsors again. This effort
consisted primarily of extensive evaluations of all sponsor
applications to screen out problem sponsors from previous

vyears.

Initially, 47 applicant organizations were denied par-
ticipation in the 1977 program in New York City because they
had been problems in previous years. Of the 47 organizations,
9 were later approved on the basis of appeals of the denials
to higher authorities. Other problem sponsors from previous
vears did not even apply for the 1977 program, particularly
those under criminal investigation. Ultimately, about 60
percent of the sponsors that were identified as problem cases
in 1976 did not participate in the 1977 program in New York
City.

New york also took other steps to discourage or control
organizations which sought participation in the 1977 summer
feeding program for financial gain or other impropern pur-
poses. The State agency (l) limited new spo s to)}50
sites and generally limited previously p icipating sponsors
to 100 sites, (2) limited meal services to three a day, in-
stead of the maximum five a day permitted by Federal law and
regulations, and (3) authorized most sites to serve no more
than 300 children each meal. These limitatjions, more
stringent than the Federal requirements, tended to discourage
or at least control sponsors with improper motives because
‘they limited the size of the sponsérs' programs and con-
sequently the amounts of money going to those:programs.

. L

Pennsylvania 'did not make adequate efforts to keep out .
problem sponsors from previous years. .0One sponsor, in par-
ticular, asked to serve 16,000 children in Philadelphia in
1977 although numerous abuses were associated with its
1976 program. The State initially denied the application
but the applicant appealed the denial. The State did not
have adequate proof of .the applicant's 1976 abuses, but
the Department of Agriculture's investigators offered to
help the State fight the appeal or reduce the number of
meﬁts the applicant could serve .if it was approved by
determining whether ¥6,000 needy children would really be
served by the sponsor.
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Although thi: aoproach had been gucceansfual 1n ot heg
Stated, Pennsiylivania oftircials retused the investigators
o tcgz ot ansastance on the ground:s that A apecial eoftort

dirdgoeted at one sponsor wonld be anjust discriminat fon
becagse similar itnvestigat tons were not being made ol otlieg
dpplir.:‘rfl:;. The appliaicant was approved and numerous abugen
woere noted again 1o tts 1977 program.

Although Calitornia’'s summer feeding program has not
had the large scale. blatant abuses characteristic of
Pennsylvania and New York 1n previous years, the State's
efforts to approve sponsors could be itmproved.  State
officialgs told us that all spontsors had been visited betore
approval, as planned. However, the records we reviewed
for 46 approved Los Anqgeles sponsors contained no evidence
that 5 had been vistted. Also there were 27 sponsors,
statewlide, that began feeding operations before being
approved. The approvals were granted retroactively from
Il to 23 days after actual feeding.operations beqgan.

The Department needs to make a more concerted effort
to keep problem organizations out of the summer feeding
program. Situations such as the one described above for
Philadelphia should not be allowed to hapven. The Department
should make sure that evidence of sponsors' poor performance,
especlally large soonsors, is systematically accumulated and
preserved so that adequate grounds will be available for
keeping such organizations out of later years' programs.

Fvaluation 9£“B£Q29igd S gﬁg

As discussed earlier (see pp. 19 to 26), obtaining

adequate sites is critical to the success of the summer feed-
ing program. The Service tried to achieve better site
evaluations by strengthening its requlations for 1977 to re-
quire preapproval visits to all large sites (over 300 1in
authorized participation) and to all nonschool sites in large
cities. Despite this, however, many sites with inadequate
facilities were approved in 1977. (See pp. 20 to 22.)
New York generally visited sites before approving them, but
did not conduct adequate evaluations. The other two States
did not make all of the preapproval site visits requ1red by
Federal regulations.

In our Apeﬁl 1977 report, we said that all sites should
be visited beforé approval. We continue to believe this
is desirable but recognize that exceptions might be warranted
in an effort to use limited resources more efficiently. For
example, schools or similar buildings which have been used
in the program in previous years and which have adequate

=
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tacailities on the premine: would not ptegqurire automat fo vt
ecvery yeat . However o particualar attention woanld need to be
given to sirtes which do not have adequate factilities on the
premises oand must orely on o alternate artangement It Yach
Sites ate to bhe approved at oall, they should bhe v ted and
thotoughly evaluated betore being approved, with special
attention to the arrangement:s for gtoring lettover meals

and tor teeding children itn itnclement weather

Deeadlines tor Spontion and site -IL)L)li(‘dl tons

The Service's 1977 requlations gave the States authoraty
to establiah de@adline: for submittaing sponsor and site
applications . The purpose of guch deadlines was to pro-

mote otderly and thorough evaluations ol potential sponsiorn s
and sates, The three States we teviewed established suach
deadline:s but then ignored them by approving many application:s
well atter teeding operations began--in some canes right o up

to the end ot feeding operations in late Auqgust.

Accepting large numbers of applications aftoer feeding
operations began disrupted the monitoring activities that are
cructal at that phase of the program. Aus discussed on paqges
14 to 36, monitoring of feeding operations was not adequate
in 1977, Part of this resulted from the diversion ot monitor-
Ing resources to the evaluation of late applications.  Ap-
proving additional sites and sponsors beyond the number that
can adequately be handlod with available monitoring resources
also weakens the monitoring effort .

The Service's interim requlations for 1978 provide that
States must approve all otherwise acceptable sponsors which
apply after the application deadline, when failure to do so
would deny the proqram to significant numbers of needy chil-
dren. Although we recognize that the purpose of the proqram
is to feed as many needy children as possible, we believe
that, 1f the States are going to accomplish this objective
wlthout the abuses that have been so common in this program,
they should have flexibility in deciding whether giving con-
sideration to late appllcatlons would be 1n the best interest
of the program.

IMPROVED CONTROL OF BIDDING AND CONTRACTING

Program requlations for 1976 and earlier years did not
contain specific requirements for State agencies' actibns to
control sponsors' contracting activities with food vendors,
including the bidding oprocess. As a result, past program
operations in some States were affected by serious procurement
problems and abuses, including alleged vendor kickbacks to
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sponsors, falsification of sponsors' reimbursement claims,
improper award of contracts at the maximum rates to favored
vendors, and a general lack of competition for food service
contracts. '

The Service's 1977 regulations had specific provigions
to prevent such abuses. They required that State agengies
develop standard sponsor-vendor contracts, witness the
public bid opening for sponsors expected to receive moke ,
than $100,000, and approve all contracts of $100,000 or more
and those exceeding the lowest bid by more than 2 cents a
meal before they were finalized. The requlations also re-
quired vendor bonding and health certification and gave

State agencies the authority to require prospective vendors

to register %%%h\gbe State -agency.

“New York and California required sponsors to use State- .-
developed standardized contracts as well as bid specifications
that met or exceeded the Federal program requirements.
Pennsylvania did not develop its own standard contract but
required use of the Service-supplied model contract. It did

not develop bid specifications.

California and Pennsylvania monitored the bid opening -
of all sponsors expected to award contracts totaling over
$100,000 as required by Federal regulations; bid advertise-
ment and opening were conducted by the individual sponsors.
te had even tighter control over the bidding _

k over the bidding process of all sponsors that
would ‘harve vendor contracts totaling over $10,000. The State
paid for the bid advertisements, received

agency
all bid the sponsors, and supervised the bid
openings which were conducted at the State's offices .in New

York City. In addition, New York required the acceptance of
the lowest gualified bid, with justification for rejection
of the lowest bid if it was deemed unqualified.

_Of the three States, New ‘York-was the only one that per-
mitted only vendors preViously approved by the State agency
to _submit bids in response to the bid advertisements. Vendors
whose past performance was unsatisfactory were not approved.
Neither Pennsylvania nor California registered or approved
vendors before the award of contracts. ¢ :

'New York also was the only one of the three States that
reviewed and approved all 1977 sponsor-vendor contracts for
compliance with Service program reguirements and State
contracting requirements. As a result of the Federal . 3
regulations and the State's efforts regarding contracting, ~
the Department's Office of Audit found that in New York

3
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90 percent of the accepted bids were below the Service's ’
maximum allowable reimbursement rates. In 1976 nearly all
were at the maximum rate. N

iy 1]

‘Penngylvania also reviewed sponsor-vendor contracts
but did not perform thorough technical evaluations. Most
contracts were not reviewed until after their award, and the
review process consisted primarily of an assurance that the
model contract was filled out properly. During program
operations, the lack.of Staté agency review of goqtract
terms became evident when problems suifaced regarding )
delivery 'schedules, types of meals served, packing require-

- ments,” and meal volume estimates. State personnel said
that the staff who reviewed the contracts did not have the
) expertise needed to perform the reviews thoroughly.-

- We believe that the improved controls ovgr sponsors'
contracting activities was a key factor in reducing program
abuses in 1977. The improvements in the Federal regulations
and the more “¥ctive roles by some State agencies seemed to-
eliminate the fraudulent bidding and-contracting so common
in previous years. o

The Congress recognized the importance of tight con-
trols over sponsor contracting and revised program leg-
islation to require further tightening of contracting pro-

‘cedures, as described in appendix I. - (See pp. 54 and 55.)

. . J - :
*’ - We believe that-the changes 'in.the legislation, if
‘properly i emented, should further strengthen the sponsor-
vendor bid and contract process and help assure the quality
of food served to children. Additional Sdrvice attention
may be needed, however, to make sure that the changes are
carried out properly. e S ~\\ o

|INSUFFICIENT STATE PROGRAM MONITORING
AND ACTION ON MONITORING RESULTS .

! L3

In 1976 program monitoring regulations were relatively
weak, and State agencies' monitoring effprts in New York City,
Los Angeles County, and Philadelphia Weﬁg; for the most part,

Jinadequatée to assure the integrity of program operations and
to minim%ze abuses. Also, when serious abuses were disclosed
by the monitoring, the State agencies did not always terminate
sponsors' operations promptly although they had the authority
to do so for cause or convenience. In ‘addition, due to:a lack
© _of criteria for terminating sites, unsatisfactory sites were
vp\yun:cibsed until after riumerous and repeated violations of
' regulations were disclosed. | o ‘ .}A
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For 1977 the Service recognized that. monltorlng was an
1mportant function that needed to be strengthened, especially
the monitoring of sites operated by large sponsors in large
urban areas. The 1977 regulations were revised to -some
extent on this basis, but further strengthening is needed.

- None .of the three States we reviewed met the Service's 1977

e : monltorlng requirements.

. N _
\\ The 1977_ regulatlons orov1ded guidance on terminating
part1c1patbon of sponsors that failed to comply with procure-
ment reqguiremengs but did not provide, or require the States
to provide, guidance on termination of sites for other rea-
sons. Termination or other action against sites repeatedly
found to have violated _program regulations in 1977 was
inconsistent and indecisive. .

. In 1977, for the first tlme, the States were made re-
sponsible for some monitoring of food vendor operations.

The initial efforts by the States seemed to be a good

start, although we did not cdnduct an indepth review in %his
area. The effort&-should be refined and improved in future
years. _ - . - : RSe

A

Sponsor-site monitoring

In 1977 the Sfate agenc1es--even ‘with substant1a1 extra
Federal a551stanc¢——were unable to meet their sponsor and site °
review requirements during the first 4 weeks of program
operations primarily because of a lack of State agency monitor
stafflng as explalned below.

v ——California was to monitor 1,411 Sites in Los Angeles
. County; however, the.'State agency monitor’ staff was
" not "'large enough to carry out all requlred site re-
. views. In the city of Los Angeles, for example, the
, State monitors reviewed only 323 of 642 sites of 'spon-
d ) sors operating 10 or more sites during the first 4-
weeks of. operations. Program regulations required -
that each of these sites be reviewed. A State agency
official said that the primary reason for not complet-
ing ali large sporisor site reviews was the increased-
monitoring efforts needed for problem sponsors.
Federal monitoring in California was independent of
the State monitoging effort. (See p. 19.)
--New York, due to budgetary constraints as discussed
- on page 14, did not hire its full monitoring com-
plement for New York City but instead relied prlmarlly
on Federal personnel to monltor the 2 605 sites in
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the city. The mon1tor1ng concentrated on sponsors .
v with the largest programs and was conducted in accord-
ance with an Office of Audit-designed statistical
sampling approach The sample results were used to
- - determine the overall validity of the sponsors' claims
and the amount by which each .should be reduced based
on a projection of the percentage of meals.the sample
showed were ineligible.. This procgdure was substituted
for the monitoring pattern prescrlped in the Service's
regulations.. When the approach prescribed in the reg-
ulations is used, claims are redye@ed only for meals
the nionitors determine are ineligible on the basis
of their direct observations with no pro;ectlons to

-

other days' activities when no monitor "’ is present. ‘ .

--PennsYlvaBia hired only 23 monitors in 1977 with 12
of the monitors assigned to monitor the 1,259 sites .
in Philadelphia. Due to the size of the Philadelphia

- program.and the problems associated with it, a joint
Federal-State monitoring effort was established with
45 Federal. personnel assigned to assist in various
.program functions. This effort included the use of
-a stat?&t;cal sampling approach for the Philadelphia
feeding S&dte v1smts,f£yﬁ11ar to the one used *in New
"York City. owever , ¥he State refused to project
the sample Tesults to the sponsors' total claims.

" For 1978 the interim regulations contain monitoring re-
quirements similar to the 1977 requlrements except that, for
. sponsors with 10 or more sites in large cities in large
States, reviews are required of only 75 percent- of nonschool .
sites and 25 percent of school sites.(lnstead of all of such
sites as previously required)‘during the first 4 wéeks of
program operations. As in 1976 States are not requlred to
visit all sponsors or all s1tes even once durlﬁg program

operatlons.

Service officials explained that they are trying to
direct the monitoring toiwhere it is needed most. They said
that the visits are suppgsed to be concentrated on unproven
sponsors and sites and on sites and sponsors with a history
of poor performance. ZXlthough we agree with this pr1nc1ple,
we believe the overall level of monitoring needs to be in-
“creased considerably, especially if the Service is going to
continue to permit approval of sites Wlth 1naﬂequate fac11-

~1t1es. (See p. 26.)

Use of a statlstlcal sampling approach for large spggﬁ<«
sors might be an effective means of max1m121ng the impact .
' e . e
o=/

i
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'of limited monito?&nq resources, As discussed earlier (geem *
PP. 25 and 26), however, it may not be reasonable to reduce
reimbursement claims for every ineligible meal claimed for

sites with inadequate facilities, A better approach might

be to develop a statistical sampling plan oriented toward
determining whether sponsors took reasonable steps to avoid
having excess meals and take immediate action against those

that have not. This -action should consist of reducing the
sites' authorized participation levels and4or number of

meal services or, in more serious cases, terminating the

site. : ' ,

: : ) / : . -
-Inconsistent action on site
monitoring reports

The monitoring visits in the three urban cé;ters
(Los Angeles Coufity, Philadelphia, and New York City) dis-
closed the same problems we noted in our visits. (These are
described on p. 5.) On the basis of the violations disclosed
during 1977 monitor visits, the)State agencies took corrective
actions, including terminating feeding sites, reducing the ’
numbers of meals the sites were authorized to serve, limiting
the types of meals that could be- served, andsdisallowing
reimbugsement for meal costs. 2

Complete data on the various kinds of actions taken by
the thre® State agencies was not available. On pthe basis
of available data, it appears that about 231 sites were
terminated in New York City, 75 in Philadelphia, and 33 in

§ Los Angeles County during 1977.
‘Regarding actions on problem sponsors and sites, we
noted a lack of consistency in the: development and use. .
.of criteria by the State agencies. 1In-New York the State
agency had developed -guidelines for taking actions against
2 problem sponsors and sites but the use of the guidelines
was not mandatory and their application was inconsistent,
~both at ‘the monitor level and the higher supervisory review
level. 1If there had been -specific mandatory guidelines, =
those monitoring the program would have been in a much better
position to provide uniform reviews and a more effective -
effort could have been achieved. ro

r

In Pennsylvania the State agency initial®y developed
criteria for actions against sponsors and sites, but
effective program control still was not achieved because of
dncomplete implementation instructions and a lack of staffing.
Effective July 25, 1977, the Service and the State instituted
more complete and speciféc guidelines developed specifically
for Pennsylvania by the Service for administrative act}pﬂ :

.
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against sponsors and sites. Using the Setvice's guidelines,
the State agency took various actions against 128 sites for
program violations.

The California State agency- had no cr1ter1a for taking
actions againgt sponsors or sites. At one site State mon-
itors issued 29 notices for failures to comply with program
requlations before the sponsor voluntarily closed the site
3 weeks earlier than had been planned. A State agency off1-
cial told us that concentrated surveillance of the sponsor’ s
activities contributed to the dlscontlnuance ‘'of the sponsor's
operatlon.' It seems to us, however, that if specific termina-
tion criteria had been available, this 51te could have been
terminated by the State without such an 1nord1nate use of

monitor 1ng resources.

We belleve that 1t is critical that the Service deve oy/
or require the States to develop, specific criteria for "
corrective action--termination, reduction of authorized meal
service, or other action--against sponsors and sites not ad-
hering to program regulations. Ft is also essential that
application of such criteria be made mandatory so that the
criteria would be consistently aPplied. ~If criteria arg not
developed and con51stently applied, the 1mpact of monitoring--
which already is inadequate--is further d11uted and becomes
,considerably less effedtive. .

Vendor monitoring

The State agencies carried out a limited vendor visita-
tion program during program'operatlons in 1977. The scope
of their efforts—-which included such areas as sanltatlon,
t@cordkeeplng, and testing for compliance with meal require-
- ments--varied from State to State as follows. '

--California reviewed the operations of all 11-vendors
in the State at least once. 1In addition, Federal per-
sonnel made 32 vendor visits and inspections. These
visits disclosed some deficiencies which (in five

-instances)- necessitated revisits by the State.
Generally, the deficiencies involved the delivery
-0f inedible mealéjandxhe'untimely delivery of meals.

—--Pennsylvania did not assign any State personnel to
this function; however, Federal. personnel visited
two of the three Philadelphia .vendors once during
program operations. These visits disclosed no
serious deficiencies,

\

\



—-New York, in conjunctlan with Service peraé:iel,

-~ conducted 40 vendor plant inspect1ons during the 1977
program operations. These inspections involved 18 of
the 22 vendors. Several plants were visited more than
once. From our review of the inspection reports, it
seemed that they were rather superficial in content
with few significant comments and few, if any, re-
commendations for corrective actions. We have some
doubt whether such inspection visits would have much
impact on the quality. of food served to children.

The efforts to monitor vendors' operations in.1977--along
with improved controls over contracting, as discussed on
pages 32.and 34--seemed .to constitute a worthwhile start at
controlling vendor operations. This monitoring sheould be
refined and strengthened in future years.

< ]
- a EXCESSIVE ADVANCE PAYMENTS TO SPONSORS
b 2 -

Because many sponsors have been nonproflt organlzat1ons
with limited resources, advances of funds have been necessary
to help sponsors plan their summer activities and meet their
financial obligations before their reimbursement claims are .
approved. In the past, however, total advances to some spon-
sors exceeded the amounts to which they eventually became
entitled based on the number of eligible meals they served;
this excess can be difficult to recover.

The previous legislation required the Service to make

advance pagments to each State by June 1, July 1, and
August 1 sd that the States could make advance payments to

" sponsors. The law requ1red these payments to.be the greater

~ of (1) the amount spent in the same month the previous year

. (and eligible for“reimbursement) or (2) 65 percent of the
amount estimated to be spent in the current year. The
legislation was interpreted as requiring that advances to
the States be passed on to sponsor3 on the same basis. In
addltléﬁ?dthe program regulations authorized startup payments
to sponsors not earlier than 2 months before feeding opera- -
tions began for their prefeeding act1v1ties, such as planning
and contracting. 1In 1976 and evious-years these amount8X
frequently,exceeded the amounts the sponsors were ultimately

entitled to on the basis of their final approved ¢1a1ms.
&

In 1977 both California and Pennsylvania generally ad-
vanced 65 percent of the spomnsors' estimates of their re-
imbursable expenses 'each morfth. The State agencies did
not analyze the sponsors' estimates to e%alpate their .

rey,
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reasonableness. A Department audit regort for Philadelphia
"shows that even a limited analysis of sponsors' needs might
have resulted in $1.7 million less being advanced for

August 1977. New York, on the other hand, estimated the
sponsors' reimbursable expenses itself using information
obtained - during the approval process and. based its advances

to sponsors on these amounts. The 1977 program requlations
reguired State agencies to make thorough analyses of estimates
.of reimbursable expenses submitted by sponsors to assure the

reasonableness of advance payments. k

In bur April 1977 report, we recommended that the

" legislation be changed to provide the States with flexibility
to make advance payments to sponsors on the basis of State
determination of need. 'The Congress adopted our recommenda-
tion and gave States the authority to establish the amount
_of advance payments needed for each sponsor. This new pro-
vision will have the desired effect, however, only if- the
States properly determine the sponsors' needs for fund ad-

vances. P 7

We were unable to determiﬁ; conclusively whether the
1977 advances to sponsors were in excess of their needs be-
cause the sponsors had not submitted their final payment
claims or the claims had not been processed at the time we
completed our fieldwork.® It is likely that excessive amounts
were advanced in California and Bennsylvania, however, because
the State agencies: did not thoroughly evaluate sponsors'
estimates of what their reimbursable expenses would be for

1977.

ngpvery of -previous years' advances ' \
¥ - _

In 1976 there were 61 New York sponsors that had agq-
vances outstgnding which exceeded the amounts they were
entitled to receive on the basis of their reimbyrsabfe cosy
These excesses totaled about $2.2 million. 1In 1977 some of
these organizations were sponsors again and New York re-
couped about $663,000 by refusing to make advance payments
for 1977 until the outstanding advarnces for 1976 were repaid.
 This was consistent with program regulations which required
States to recover overpayments of program funds to sponsors
and cautioned that failure to return overpayments from -
previous years was grounds for declaring an applicant sponsor
ineligible. TIdentical provisions ‘are contained 1n the propos-

ed 1978 regulatlons. _ /' .
California and Pennsylvania did not use Qﬁis ,rocedére
in 1977. For example, Pennsylvania advanced sponsor

$400,000 even though it had an outstanding advance of
' " \

M s .
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$273,000 from 1976. 1In this case the Service's regional
office advised the State not to make the advance but the State -
ignored the advice. he Department's Office of Audit re-
commended that the State be considered liable for any re-
lated fiscal loss if full recovery was not forthcoming. We
concur in this recommendation in view of the fact that the
Service's regulations required States to take all reasonable
steps to promptly recover overpayments. Aggressive action
such as that recommended by the Office of Audit should dis-
courage Statesffrom needlessly advancing funds to sponsors
K that have not returned overpayments from previous years.

. _,;f-’
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CHAPTER 4

CONCLUSIONS AND RECOMMENDATIONS ' '

CONCLUSIONS

Efforts by the Department of Agriculture and ‘the New York
State agency to eliminate abuses in the 1977 summer feeding
program achieved some success. Although there were still con-
siderable abuses in 1977 in all three locations we reviewed,
and additional legislative and administrative actions are
needed to overcome the remaining problems contributing to the
-abuses, there was little or no evidence in the three States
of many of the flagrant abuses of previous years. The
Department's and Neéw York's efforts to allow only honest
sponsors into the fprogram and to control sponsors' bidding
and contracting activities were largely responsible for the
improvements in 1977.

A major basic problem in some States continues to be
the legislatively imposed limits on Federal funds for State
administrative expenses. This problem pervaded all activ-
ities conducted by States, such as New York which tried very
hard to administer the 1977 program properly but was faced
with enormous and complex problems in the process.

If the States are to be kept in the prograg and have
any hope of consistently good administration, the Secretary
of Agriculture must be glven more flexibility to provide the
amounts of administPative funds the States -actually need.
Adequate funds for State admlnlstratlon will not;, of course,
guarantee good administration, but we believe it is certainly"
a prerequisite for this program. Present program legislation
prov1des adequate funds for -some States, but additional ad-
ministrative funds could. be effectively.used in States where
the bulk of program funds are spent and where most-of the

" abuses have occurred.

Factors other than inadequacies in State administrative
funds also contributed to State staffing problems--especially
in Pennsylvania. It will be difficult for the Service to
insist that the States provide staff adequate:to administer
the program unless adequate Federal funds can be provided
to cover -State -administrative costs. In the absence of ad-
equate funds, it may become necessary for the Department to
regularly supplement State staffs with its own persqnnel.

Anothet basic problem is the combination of factors thatj
encourages some sponsors--those operating sites without A
refrigeration or facilities for feeding children in inclement

-
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weather--to overstate their reimbursement claims. Although
better efforts are needed to obtain sites with adequate
facilities, it may not be possible to obtain such sites in
some areas despite extensive efforts to do so. This pro-
blem needs the attention of the Congress and the Secretary

of Agriculture.

( . Specific Department attention must be directed to
minimizing problems in various program areas. These include:

--Determining areas' eligibility for proéram | ' o
benefits. ' : -

--Clustered and overlapping feeding sites,

--Keeping sponsors that had poor performances
in previous years out of the’! program.

-—Visitin§ proposed féeding sites before they
are. approved. P
ik

,“gbﬁlications.

—--Deadlines for sponsor
--Monitoring program feeding operations.

--Criteria for taking&ackion against sponsors
and sites found to be violating program
regulations. ~>

--Advancing funds to sponsors., v

RECOMMENDATEONS TO THE CONGRESS
We recommend that the Congress amend the legislation
authorizing the summer feeding program to provide for a
base ceiling (using the same formula now in the law) for
State administrative costs and authorize the Secretary of
Agriculture to approve additional amounts, up to a higher
ceiling, if he determines this to be needed for particular
States because of unusual circumstances. The amended leg-
islation should require the Secretary to make a study of |
State administrative costs to determine what the higher \;
ceiling should be. We recommend alsd that the Secretary be '
required to establish criteria and standards, on the basis
of the study, for recognizing the various kinds of unusual
circumstances that would justify payments above the base
ceiling and for determining the amounts of such payments.
The Secretary should be required to report the results of
~+his study to the Congress by November 1, 1978, so that the
new procedure can be implemented for the 1979 program.

. | | 43
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To accomplish this recommendation, subsection 13(k) of

" the National School Lunch Act should be amended by adding
the following to that subsection:

"provided further that the Secretary may make
additional payments to States needing additional

“administrative funds because of unusual cir-

. cumstances insthose States. The maximum amount
of such additional payments, along with criteria
and standards for justifying the additional pay- .
ments and for determining the amount in each
case, shall be determined by the Secretary on the
basis of a study he shall perform of State ad-
ministrative costs in the summer food service
program for children. The results of this study, —
including the maximum additional payments the
Secretary determines pursuant to this subsection,
shall be reported to the Congress no later than

November 1, 1978." - v

MATTER FOR CONSIDERATION BY THE CONGRESS

The problem of finding adequate sites at which to operate
the summer feeding program and determining what steps should
bée taken when adequate facilities cannot be obtained needs
attention by the Congress and the Secretary. - Solving this
problem is not easy. Alternatives for consideration include

the following:

--Continue the\present approach but emphasize a

. greater effort to obtain sites with adequate
facilities and allow payment for some meals not
eaten by children at the site (whemry sites seem
to be taking adequate steps to mini e waste).

--Encourage the participation of schools by -pro-
viding for reduced Federal and/or State financial
assistance to school districts refusing to allow
school facilities to be used for the summer feeding
program. This should be coupled with adequate ad-
ministrative funding to cover the schools' costs.

./’f/// --Hold back the program from areas in which adequate
facilities cannot be obtained and rely on pressure

from various government agencies and the public to
persuade school officials to make .school facilities

available.

As discussed on pages 24 to 26, none of the alternatives
seem ideal; they all have varying degrees of advantages and
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drawbacks. 1In evaluaéing the alternatives, however, one
overriding factor should not be forgotten--the objective

of the summer feeding program is to feed needy children and
the alternative which accomplishes this objective most
efficiently and effectively is the one which should be im-
plemented.

RECOMMENDATIONS TO THE
SECRETARY OF AGRICULTURE .

- L.

We recommend that, to improve the administration of the
summer feeding program, the Secretary of Agriculture have the
Food and Nutrition Seqyice-

--Make sdre the States follow the procedures outlined
in their program plans for identifying areéas eligible
for the summer feeding program.

--Give States the option of accepting or rejecting
sponsors' applications submitted after the deadline
established by each State.

--Require States to describe in their program plans the
specific procedures they will use to prevent over-
lapping and clustering of feeding sites and make sure
these procedures, once approved by the Service, are
implemented.

-—Make sure the States are taking adequate steps to
keep out of the program sponsors that committed
substantial .abuses in previous years, including the
collection and retention of needed ev1dence of
abuses.

--Hold States liable for losses due to (1) the
States' not properly evaluating sponsors' requests
for advances of funds and (2) States' advancing
funds to sponsors which owe money from previous
years' advances.

--Determine the feasibility of developing a statistical
sampling approach for program monitoring oriented
toward taking early action against sponsors and sites
violating program requlations, such as reducing the
numbers of meals or meal services authorized or
terminating the site or sponsor participation.

--Develop or require States to develop mandatory criterla

for taking early action against. sponsors and sites
found to have violated program regulations.

,\.J ,
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We recommend also that, until such time .as additional .
funds can be provided fbr needed State administration, the
Secretary have the Food and Nutrition Serviteé:require the
States to concentrate preapproval site visits and progqram
monitoring on sites which do not have adequate facjilities
at the site for storing leftover meals and for feﬁ%éng 5.

-Children in inclement weather if such sites are" toTcon-
tinue to be approved. :

We recommend further that, until additional funds can
be made available for needed State administration, the
Secretary direct that Departmen?® personnel and resources
continue to be made available to supplement State
administrative efforts as needed,

In addition, we recommend that, at such time as addi-
tional funds can be made available for State administra-
tion, the Secretary have the Service require the States to

--visit and inspect all proposed sites before approving
them, except sites that have a proven record of
satisfactory participation in the program and which
have adequate facilities at the sites for storing
leftover meals and for=feeding children in inclement }
weather, and _ Yy

--increase program monitoring in the first 2 weeks
of program operations, with emphasis on new sites,
sites without adequate facilities, and other ‘
sites which are prone to violating the regulations.

AGENCY COMMENTS AND OUR EVALUATION | ' Cw

*We discussed the matters presented in this report w1th
Department of Agriculture and Food and Nutrition -Service :
officials and obtained their oral comments. ‘They .generally i
concurred in our findings and their views are recognized e
as appropriate throughout the report. They also agreed
with our recommendations and have begun actions to im-
plement some of them, in some instances doing so on their :
own before we discussed our recommendations- with them. R

Yy '!

) The Department s overall actions and its: contlnu1ng -
interest. in improving the administration of the, summer '
feeding program are encouraging. Much remains % .pe done,
however, and we urge the Department to further 1nten81fy its oY
efforts to prevent and detect program abuses Whlle st111 ' "
feeding needy children. , , 1

'
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\p;/;iast one~third of the children were eligible for free or
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i

, STATUS OF PREVIOUS RECOMMENDATIONS

Since our last report on the summer feeding program
(CED-77-59, Apr. 15} 1977) was issued, the Congress has en-
acted new legislation designed to strengthen the program
and eliminate the abuses and deficiencies that adversely
affected previous program operations. The new legislation
(Public Law 95-166, Nowv. 10, 1977, sec. 2, 91 Stat. 1325)
extends the program through September 30, 1980, and incor- .
porates many of the legislative and administrative changes
recommended in our last report. The Department of
Agriculture ingorporated some of our other recommendations
into the FoodnﬁbQiputrition Service's program regulations.

The extent to which each of our recommendations was
adopted is described in the following sections. Those re-
commendations which were not fully adopted but which we
believe should be further considered are discussed and
repeated in the report; those sections of this appendix
are cross-referenced to applicable parts of the report.

: Vs

RECOMMENDATIONS TO THE CONGRESS

o &

In view of past program abuses, we recommended that the
Congress enact certain legislative changes to help eliminate
and minimize the extent of abuses and to improve future pro-
gram operations. - RSP

“ 3 Er'
N : .

Sponsor eligibility '

- The previous legislat:::\(Public Law 94~105) provided
that "Any eligible service institution shall receive the
summer program upon its"request." This provision had created
the 1mpres51on among some States in 1976 that all nonprofit.
service institutions that applied to. be sponsors were auto-
mat;cally eligible and had to. be approved. .

\
We recommended that the Congress clarify that- the leg-
islation did not require approval of every service.institution
‘that applied. The Congress adopted our recommendation and -

. deleted the wording that 1leded automatlc sponsor approval

Establishing chlldren S e11g1b111ty

The previous legislation, establlshed P pgramveliqibility
on an area basis--eligible areas were thos n ‘which at '

duced-price school meals. In 1976 the States féund this
requirement difficult to use in determining the eligibility

-
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of varlousfareas and of residential summer camps not located
in tarqet areas. / - :

We recommended that the Congress revise the eligibility
*criteria to ' .

~

-—-establish census tract data as the primary criterion
for determining site eligibility or replace the area
eligibility concept with eligibility based on the
need of the individual participants and

™~

-~require that re31dent1al camps and other sponsors
requiring enrollment in their programs be paid only
for meals for 1nd1v1dua1 children determlned to be

needy.

In the November 1977 legislation, the Comgress retained
vgoth the area eligibility concept and the criteria in the pre-
vious legislation; howetg?}ias an option it orovided for
determlnlng children's eligibility on the basis of individual
nekd; that is, income statements. In addition, the Congress
adoéked our recommendation that camps be reimbursed only for
meals served to children eliglble for free or reduced-price

school meals. R

.In 1977 New York successfully used e area eligibility
cr1ter1a outlined in the lﬁw Accordi Yo W believe that -
an a's eligibility can-be establlshed w1 out undue diffih

cul under the existing procedure.' (See “pp, 26: and .27.

N . _-
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_ Meal service

‘.
+

The prev1ous legislation stated that-

"No service 1nst1tut10Q shall be prohlglted from
‘serving breakfasts, suppers, and meal supplements

As well ag _lunches {unless the service period of. = <
différengjﬁ%als c01nc1des QY overlaps." - :

-

s
This prov151on appeared’ to’ a%e m&al approvals maﬁ tory,
redulting in States'.in 1976 outinely approving ‘number
of food serv1ces——ubfio 5 a day—-desired by the soonsors.

{

In view of thegprogram's hjectives and operating nrob—
ress reduce the number

lems:;, we recommend that t

‘authorized meals to breakfa t, lunch, and ‘a supplement, excépt

for residential camps. The Congreg§ adopted our recommenda-

tion and resttricted meal service 't
day including a meaL\supplement, exsept for residential: camps

whlch are authorlzed to serVe up to four meaﬂs a day.

e

a maximum of three meals a .

Ay

¢



APPENDIX I ' . APPENDIX I

My

State administrative funds -

The previous legislation provided that State costs for
‘administering the summer program would be reimbursed up to -
2 percent of program costs in, each State each vyear. In
1976 this provision made it very difficult for some States
to 'plan and budget their activities because the amount of
administrative funds to which they were entitled was not
known until after programj completion, and the money advanced S
to them had already been éhent. Also the Secretary did no -
have flexibility to provide different amounts to Statespz(fhf
different needs. Consequently, some States did not spe
all of the administrative funds ultimately available, wh1le
others exceeded their 2-pgercent limiggtion. o )

In view of the serious drawbacks in this method of ‘
reimbursement, we recommended that the Congress give the
Service authority to negotiate with the States to determine a
maximum amount for relmbursement of actual State administra-
tive costs, based on State-prepared budgets and plans, The

" Congress did not adopt our recommendation; instead, t)pro-
vided a graduated scale of percentages based on program
costs in the preceding fiscal year. Under this new formula,

" States with small programs can receive substantially h0re
than they did before, but' 'increases for States with large
programs w111 e insignificant. 1In addition, the Department

" was given thé uthority to adjust State entitlements to

reflect changes in the size of the-States' programs since .
the preceding fjscal year.

We continue to believe that the Secretary should have - N
more flexibility in funding State admlnlstbatlve costs. ' -
(See pp. 17 and 18.) - . N

Sponsor adminlstrgtlve costs

\ The “previous legislation prov1ded for sponsors to be
reimbursed for their actual administrative costs subject to
a ceiling based on a spec1ﬁ}ed amount per meal for each type
of -meal service. This provision created an incentive for
waste and mismanagement. If. sponsors increased the number of
meals reported db—served the maximum amount of the admin- /!
1strat1ve funds they coald recelve was also increased.

, k
ya T e11m1nate the adverse incentive, we recom ed that
__/Ehe Congress provide for maximum sponsor adm1n1strat
reimbursement on the basis of program-related- budgets app ovedh
m;%\w\by&the States. The Congress accepted our suggestion and p o—’

Vlded that.every sponsor, when apgaylng for participati
the program, submit a complete buddet for administrative costs

- . i oo O~ ’ : o - IS
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related to the program, subject to approval by the States.
Also the legislation requires the Secretary to make a study
of svonsor administrative costs to be used as a basis for

- setting overall ceilings. Because the Department has not

had time to complete the study, this provision will not be
implemented in 1978, and the cents- per—meal limitations will
continue to be used. The study is underway and the new pro-
vision should be implemented in 1979. (See p. 24.)"°

Advance payments to sponsors

The previous legislation required thaé the Service make
advance payments to each State to enable it to make advance
payments to sponsors. The payments were to be the greater of
(1) the amount earfed in -the same month in the previous year
or (2) 65 percent of the amount expected to be earned dur ing
the month. The law was interpreted as requ1i¢nq States to
pass on the advance funds to each sponsor in the same amount
as was prov1ded to the State.

In 1976 this provision resulted in some sponsors' re- -
ceiving advance payments larger than their cash_needs or
their eligible claims for reimbursement, becausé~of SPOENSOr
overestimates of program size. To prevent such overpayments,
we recommended that the Congress dlve the States the
flexibility to make advance payments to sponsors on the basis
of State determlnatlons of need. ' r :

) The Congress adopted our recommendation and gave States
the authorlty to establish the. amount of advance oayments
to be given to each sponsor.

[%

Program regulations

- " The previous leglslatlon required the 'Department to
publish final program regulations, guidelines, applications,
and handbooks by March-31 of each fiscal year. State: -

- officials described this date as too late for orderly

pfogram implementation and cited it as a contrlbutlnq cause
for the problems affecting the program in 1976

We recommended that, to provide the States and sponsors

publish fMnal xeQulations by January 1 &nd gquidelines, appli-
cations, d handbooks by February 1. The.Congress adopted
our recommendation t the Department was unable™to meet
¢hese publication d&tes 'for the 1978 program. = De
officials said the delay was becauseé the new law'w
finally approved until November 10, 1977, and bgcause the
law contained a number of new dfov151ons which required con-
31derable groundwork before regulation 1ssuance.

50. 53

‘more qu;;;ng tigje, the Congress require the Department to .

3
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Interim requlations dealing with definitions, State

agency responsibilities, State management plans, State admin-

istrative funds, program funds, and program payments were
issued on January 31, 1978. Proposed requlations on the re-
mainder of the program were issued on February 3. The
Department planned to issue final regulations by March 24.

!

Limiting program sponsorship

The 1976 prtogram was adversely affected by serious
program abuses which generally involved private nonprofit
sponsors. About three-fourths of the sponsors were private
nonprofit organizations; the others were schools or city
and county government agencies, such as park devartments.
The public agencies appeared to operate relatively good pro-

grams i~

Because the program is designed to continue into the
summer the benefits of the school feeding programs available

during school months, and schools and“public agencies appeared
to operate without the widespread abuses that seem to be

motivated by opportunities for economic gain, we recommended

that the Congress limit program Sponsorship to schools, public

agencies, and nonprofit residential“camps.

N,

Although the Congress did not full adopt our recommenda-

tion, it enacted sponsor eligibildty critqgia and an order of
priority for sponsor ogram participation which gave top
priority to local schools. These measures Eie intended to
aximize the use of school food service faci

‘‘the facilities of sponsors preparing meals themselves instead

of buying meals already prepared. JIn additibn, the eligibil-
ity criterta and the emphasis on schools ‘and sellf-preparation
sponsors should help alleviate the widespread abuses that
have affected private nonprofit sponsors in previous years.
We believe further consideration should be given to limita-

. tions on feeding sites. (See pp.. 24 to 26.) \\

Q

-Sponso

RECOMMENDATIONS TO THE . . \'

*SECRETARY OF AGRICULTURE = : |

In addition to the legislative recommendations outlined
above, the Congress also incorporated in the new legislation
several of our recommendations to the Secretary for admin-

istrative changes. These and other administrative' recommenda-

applicatioﬂs‘ ' o # /-

. : / b
For the 1976 program the Service's regulations required

that sponsor applicaqioﬁq‘be submitted to the %tates"at‘ '

. ‘ \ \
S

tion%\ifom our April 1977 report are discussed belﬁw.
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least 30 days before the start of food service. This gave -
insufficient time for some States to adequately evaluate pro-
spective sponsors' qualifications, and many incompetent and
dishonest sponsors were approved for the 1976 program.

The 1977 regulations req01red States to establlsh the
date by which sponsor applications had to be submitted. This
provision helped alleviate some the problems that occurred in
1976; however, the sponsor approval process continued to be a
problem in California and Pennsylvania. (See pp. 30 to 32.)

~

We recommended that program regulations require thatf
sponsor application dates established by the States be in-
cluded in State program plans and be subject to State approv-
al. The new legislation mandates the inclusion of the State's
schedule for applications by sponsors in the State program
plans to be submitted for annual approval by February 15.
However, the Dgpartment's proposed requlations for the 1978
program would diminish the effects of having a deadline for
sponsor appllcaﬁlons. We disagree with the proposed regula-
tions.v~ (See p. 32.)

" Sponsor termination

Although States had the authority to terminate sponsors

for cause and convenience, we found no instances in 1976

" where sponsors with serious problems in their operations
were terminated. Before the 1977 requlations were issued, we
proposed that the Department providesguidance to the States
regarding grounds for terminating sponsor, participation and
for providing alternate means of contlnurng the feeding oper-
ations of terminated sponsors. .

The 1977 regiglations partially addressed thls matter by
providing guidancé on sponsor termination for failure to
comply with procurement requ1rements- however, they did not
provide criteria for terminating a sponsor for otherwise :

- unsatisfactory performance and-did not suggest alternate 4
‘means for feeding children of terminated jgsponsors. We re-
commended such criteria in our April 1977 report.

The Congress requires in the new legislation that )

State program plans for,1978 and subsequent years include

the States' plans for timély and effective action against

program violatgrs. We concur in this requirement; however,
\;\ we continue tibelieve that the Department should provide

criteria for Terminating a sponsor for grounds other than

failure to comply with procurement regulatlons {See

pp. 37 and 38.) .

. Q ~
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Site approval and limitations

: The 1976 regulations required that sponsors submit in-
formation on each proposed site but did not define what -
constituted an acceptable site and failed to provdde criteria
and procedures for sgite approval. As a result, most sites
were routinely approved with the conséquence that many

~unsatisfactory sites were approved.

hl

. The regulations for 1977 limited the number of chil-
dren that could be served at. a feeding site, the number of
sites per sponsor, and the number of children to be served
by a sponsor at all its sites without further specific State
action. State personnel were required to conduct Preprogram
site visits to all nonschool sites in larger cities. In addi-
tion, the States were given the authority to limit the type

of meals served.

: We recommended that the requlations be further revised
to ‘ ' .

--define what constitutes an acceptable féeding Site;

--require~Statés to visit all sites before approval; and

--require States to disapprove clustered sites to
reduce competition for children, unless such
clustering is necessary to feed eligible children

in the area. \;;. 3

tiong and the regulatdons in effect for 1977 d@id not result
in complete eliminati of the problems. (See pp. 28§ 29, 31,
and 32.) We believe rther changes are needed.

\EThe_new iegislatﬂon did not address these recommenda-

Site termination ﬁ

Program regulations for 1976 and earlier years gave the
States the authority to terminate sponsors, but did not pro-
vide criteria for terminating unsatisfactory sites. Con- gf
sequently, unsatisfactory sites in 1976 were nbt closed until®
disclosure of repeated and numerous violations. The 1977

- Legulations provided that States restrict sites to one meal
service-a day for certain violations of food service require-
ments. However, the Department also should have provided
criteria amd guidance for terminating individual sites and
for providing alternate feeding sites as we recommended. in ,
our April 1977 report. ‘ '

, Although the’new legislation requires that State -program
Plans for 1978 and sequent years include the States' plans
Q ‘ . ' ik %
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for timely and effective action against program violators,
we continue to believe that the Department should provide
criteria and guidance for terminating individual sites and
for providing alternate feeding sites. (See pp. 37 and 387)

R

Program regulations, for 1976 and earlier yearg did not -

give State agencies adequate control over sponsors' bidding
and contracting activities. As a result, past program
operations were adversely affected by serious procurement
problems and abuses. The 1977 requlations, in part,
addressed these problems; however, 'we concluded that' addi-
tional requirements were needed and made the following re-
commendations. -

o

—-Sponsors who contract for food services be required
- to publicly solicit bidders through specified means
of advertising. We suggested advertising in two

or more general circulation newspapers, as well as

as in trade journals, the 'Commerce Business Daily, or -

other appropriate media whenever practicable.

~=Sponsors be required to accept the lowest bid unless
circumstances make acceptance of another bid more

beneficial to the program (rather than to the sponsor)

and this can be adequately justified to Ehe State,
. ~J

--After the bid openings, ‘but before award of contracts
exceeding $100,000, States be required to evaluate
prospective vendors. We suggested that States in-

spect the vendors' food preparation facilities, inquire
into potential. conflicts ~f interest between the con- .

tracting parties, and cor. .der the vendor's previous;

Performance in this and other €hild nutrition programs.

--All sponsor-food vendor contract awards for sponsors
entering contracts totaling more than $100,000 be
subject to State approval.

The Congress strengthened the bidding and contracting
process by enacting provisions which require

--the registration and approval by State agencies of

vendors, together with maintenance of a central record

of alk registered vendors by the Department;

--that sponsors may contract on a competitive basis only

with vendors registered by the State;

-

- .
.
6~ )
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~--the use of a standard State-developed contract for
sponsor-vendor contracting;-

--the use of Department-developed requirements governing
bid and contract procedures, including, but not limited
to, bonding 'requirements, procedures for review of con-.
tracts by States, and safequards to prevent collusive
bidding activities between sponsors and vendors;

--that to assure meal quality, States presgribe model
meal specifications and model food qualiSp standards;

--that all sponsor-vendor contracts include menu cycles,
local food safety standards, and food gquality standards

approved by the States; and
l

-—that all sponsor-vendof/contracts include provisions _
for periodic inspections of meals to determine bacteria
levels and that the bacteria level conform to local
health authority standards. ' '

We believe that these requirements, if properly im-
plemented, should strengthen the sponsor-vendor bid and con-
tract process -and help assure the quality of food served to
children. (See p. 34.)

Timing administrative fund advances to States

.In 1976 the final advance of funds for State administra-
tive casts was'made as late as August, although.it was planned
for July 15. Several States complained that the last advance
was needed earlier to match their actual cost needs and that
the late receipt of the advance prevented them from spending
the funds for needed administrative measures,

, Before the 1977 regulations were issued, we suggested 4
that the Department make the final advances by June 15. The
1977 requlations provided some acceleration of advances to
States, although the final advance was still due no later -
than July 15. The final advance date apparently did not pre-
sent a problem to the States in 1977. Consequently, we be-
lieve that the actions taken by the Department in this matter

- were adequate. .

- =

State program staffing

Late hiring plus underestimating actual staff needs by .
the States.resulted in State agencies not having the per-
sonnel needed to adequately monitor and administer the 1976
program. We proposed that the Service require permanent,

]

. 6‘3
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full-time or equivalent, year-round State agency staffing
in each State where the program was expected to exceed
$5 million a year.

The Department did not adopt our proposal for 1977 but
simply required that State staffing be available in sufficient
time to properly plan and implement the program. We included
our proposal as a recommendation in our April 1977 report.

The Congress indirectly addressed this matter by requiring the
Department to establish standards and effective dates for
proper, efficient, and effective State program administration
and by requiring State program plans to include the gtate's

administrative budget.

N\
The interim requlations for 1978 are more specific than

last year's regulations regarding State staffing. They con-
tain deadlines to ensure that administrative and field staff
personnel are available when needed and require additianal
hiring of necessary personnel because of unanticipated program
growth or program irregularities. These changes, if properly
implemented, should direct the attention needed to the area

of State staffing. .

Program monitoriﬁg by States

The 1976 regulations required limited monitoring of spon-
sors and their sites by the States. The States' monitoring
efforts in major urban areas, for the most part, were inad- .
equate to assure the integrity of program operations and to
minimize abuses. : .

X The 1977 requlations strengthened the requirements for
State monitoring of sponsors and sites and, for the first
time, made the States responsible for some monitoring of
food vendor operations. “ These did not fully .incorporate our
proposals. We recommended that the Depar tment require the
States to -

v

t
--visit all sites during the first 4 weeks of opera-
tions and concentrate subsequent monitoring on
sites with serious deficiencies and

--include in State program plans information on the
frequency of visits to feeding sites and vendors
and the scope of State monitoring.

The new legislation does not address or mandate site
visitation requirements. However, ‘it requires that State
program plans for 1978 and future years include the States'
plans for monitoring and inspecting sponsors, feeding sites,
and vendors and for ensuring that vendors do not enter into

56 ‘E};
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\J

contracts for more meals than they can provide efféctivqu o
and efficiently.

We concur in these requirements; however, we continue to
believe that State program monitoring of sites must be in-
creased to assure the propriety of program operations and
the validity of final ‘sponsér claims. (See pp. 34 to 38.)

Sponsor recordkeeping

Soongor recordkeeping in sufficient detail to justify
‘the reimbursement claimed is needed to protect th9~§9x§Fp‘
ment's interest. The maintenance of inadequate and false
sponsok. and site records has been a continuing program problem
and was one of the major problems affecting program operations
in some of the States we visited in 1976 and 1977.

The reqgulations called for maintaining records on the
number of meals reported as being served. However, such in+
formation had not been. adequate to gupport the sponsors' .
claims. Consequently, we recommended the regulations be re-
vised to require sponsors to keep rosters of the names of
children served daily to support claims for reimbursements.
The Congress did not adopt this recommendation in the new
legislation nor did the Department in its 1978 regqulations.

On the basis of our review of the 1977 program, we con-
tinue to Helieve that, because of the incentives for some
*Ssponsors {o overstate their geimbursement claims, existing
recordkeeping requirements will not be sufficient to ensure
proper claims. Other, more basic changes are needed. (See
pPP. 24 to 26.)

- ?‘zlg.-
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