
I
o

41.

4

11.25
11

'Lb

MICROCOPY RESOLUTION [[Si CHART

110NAL fit.M Au 1)f stiv.4NRE)::,_ivi

b



DOCUMENT RESUME

ED 164 722 up 019' 030

TITLE' The Summer Feed4.ng Program for Children: Reforms
:i's Begun--Many More Urgently Needed.'

IOThrUTION Comptroller General of the U.S., Washington, D.C.
PUV1DATE / 31 Mar 78 .

MOVE 66p.; For related documents, see ED 118 710 and ED
,,,, 142 625 c

EDRS, P.RICE MF-$0.83 HC-$3.50 Plus Postage.
DESCRIVTORS *Breakfast Programs; Economically Disadvantaged;

*Food Service; *Lunch Programs; *Program
--lidministiation; *Program Evaluation; *Program
Impro'vement; Summer Programs; Youth Programs

IDENTIFIERS ,e *Summer Feeding Program For Children
4

ABSTRACT'
This report discusses the administration of the 1977 1'summer food program for Children. Widespread abuses in 1976 an d\

earlier programS-are reviewed. It is held that although some abUses
did occur in 1977, these were fewer and less serious than before.
Causes of the program abuses .are discussed in detail, and include
such factors as: (1) inadequate funds for: State administration; (2)

insufficient State staffing; (3) circumstances'encouraginglsponsors
to submit. overstated claims for payment; (4). identification of
program target' areas weds more attentidn; (5) AproVed but still
inconsistent approval of sponsors and siteskx(6) improved control of
bidding and 'oontracting; (7) insufficient State program monitoring
And action oh Monitoring. results; and (8) .excessive advance payments
to sponsors..1,egislative and,administrative actions fot overcoming
these problems are suggested. An appendix outlines the status of
previous recommendations made to Congress and to the Secretary of :
AgricUlture. (EB)

eat

,\

t

k*******#31(46******************** ****#******####***46,16****************
R

\
Reproduptions supplied by ED S are the best that can be, made *

I
It from the o iginal document: *
143144g*******4[41**********###*******###**********************4[4!##*#i*M#

r



JAN 4 71

"REPORT BY THE

a-comptroller Genera
1°OF THE U\ITED STATES

SCOPE OF %TEREST NOTICE

The EHIG Felehty het assigned
this document for
to:

In our nrdoernent, this document
- It also Of ,nteett to the clereln0.

houses noted 16 ttte-c,tsiht. Index-
ing should,reffect theor'special
points of

PS

The Summer Feeding Program
For Children: Reforms
Begun-M9ny More Urgentlyilefded

The summer feeding program for children,
adiniriistered by the _Department of Agri-
culture's Food and Nutrition Service and the
States, has a long history of problems, inclpd-
ing fraudulent bidding and Contracting, lunches
thrown away, spoiled or 'otherwise unsatis-
factory food,,meaAs given to adults, and ex-
cessive reimbur-sernent clairni. The Senate
Subcommittee on Nutrition asked. GAO' to
review the 1977_ program. Seriou§ problem
were still present, but there:was no evidence
of many of the Ibuses.'which .pccu red in
previous years.

The Congress and'the Department
specific attention to.the legislative 7 n
State +ilministrative funds and., to factors':

t____tvhich encourage some sponsors to overstate
their reimbursement claims. Al-s& program
administration should be improved in several
areas.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON. D.C. 20548

The Honorable George McGovern, Chairman
Subcommittee an Nutrition
Committee on Agriculture, Tritrition,'
and PocAary

t t

-United'States Senate

Dear MC: Chairman:

This 'report discusses the admlnistration of- the 1977
summer food service program for children. It also dis-
cusses the potential impact 'of certain aspectS'. of the re-
cently enactedge4islation on the'1978 progr4M.

Many of the flagrant abuses'Cha ctPrizing this' pro
gram in previous years did not see ; be-present in:the
1977 programlbut significant.abOse.-tbpainedThe
Congress revised the program'S authprizing'legis,lation in
November 1977,,but additional, legislative ,changes. are needed
to help prevent abuses, as dIscuSsPd inthe_repo., Several
administrative changes are also tecpmmended in the report
and were discussed with-Focid and:trition Servjcp,Officials'
before the issuance of OrogtaM-regulations_for 1978.

This report's recoMmendations'tothe Secretaryof
Agriculture are on pages'45 and 46. AS you know, section
236 of the Legislative Reorganization' Act of, 1970 iguires
the head 'of +Federal _aigencv'to submit a written statement
on actions taXen.on out recommendations to the HOuse

- Committee on Government Operations and the Senate Committee
on Governmeptel Affairs not la'te'r than 60 days after the
date oE the repOrtand to the House and Senate Committee
on Appropriations withthe agency's 'first request: for
apprbpriations made more than1"60 days after the.date of
the report.

f

Enclosute

'Si Qer y yours

`*".0

Comptroller General
Of the United States
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COMPTROLLER GENERAL'S REPORT
TO THE SUBCOMMITTEE ON NUTRITION,
SENATE COMMITTEE ON AGRICULTURE,
NUTRITION, AND FORESTRY

V

DIGEST

THE SUMMER FEEDING PROGRAM
FOR CHILDREN: REFORMS
BEGUN- -MANY MORE URGENTLY
NEEDED

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 Dleartment of Agriculture's
Food and Nutrition SerVie, is operated by
nonprofit sponsors at neighborhood feeding
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 qther program violations. (See
p. 2.),

Although neither GAO nor"other entities saw
evidence of many of these abuses.in the 1977
program, the program still had sder;lous pro.
blems. Improvement was p4rticularW noticeable
in bidding and contracting activities in New
York City where the most serioua,prdblems were
uncovered in previous years. (Sbe op. 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 refusing to administer the pro
gram - -as New Yorkhas f&r 1978.

InduffiAent funds for State administration can
meat! more money being wasted on improper.and

Tear Sheet. Upon removal, the report
cover date should be noted hereon.

CED -78 -90
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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,administratorp performing all the
approval and monitoring functionsenormally per-
formed by the State. The costs of using Federal
personnel can be higher,than the costs of using
State personnel.

GAO previously recommended legislation to
change the ,method of determiningithe maximum
funding level for State administration.
Although some changes were made, more are
needed to provide the needed flexibility in
establishing ceiIngs on State administrative
funds. (See pp. 2 to 18.)

Another basic problem is overstated reimburse-
ment claims. These are encouraged when spon-
-sors 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 Course*
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 thatiore 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



schools. Although better efforts are needed in
this direction, it may not be possible to
obtain such sites in some areas despite 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 overlapping 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),

ti

--- observing deadlines for sporlisors' applica-
tions (see p. 32),

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

--taking action against sponsors 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 legiglation to provide the Secretary
of Agriculture with more flexibility in pro-
viding administrati- e, to meet the
different needs of ,St tes. (gee pp. 43
and 44.)

They Congress and the Department of Agriculture
should consider various alternatives for
dealing with the problems resulting from
adequate facilities at feeding sites'. (See,
pp. 44 and 45.)

Tor Sheet

iii



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

,YGENCY 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.)

iv.
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CIIii.PTER 1

INTRODUCTION

The summer food service program for children is
authorized by section 13 of the National School 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. It is an extension of the school feeding
programs and is designed to feed, during the sumrli'er vacation,
children from pOor economic areas.

At the Federal level, the program is administered by
the Department of Agriculture's POod and Nutrition Service.
Below the Federal level, the program is generally administered
by State education agencies which enter into agreements with
local sponsors-to operate the program at approved feeding
sites. Sponsors are usually nonprofit private organizations
or spools or other public agencies. They either Rrepare
meals themselves dr enter into agreements with food vendors
for delivery of ptepared 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 proglam is designed to have the entire cost paid
by the Federal Government through the States, although
Federal ceilings on various
costs being absorbed by

Current estimates of
for recent years are shown

costs
the States

Federal
below.

1975

sometimes result in some
or sponsors.

program costs and other data

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

Numberof feeding
sites 16,000 25,000 26,000

1



WIDESPREAD ABUSES IN 1976
, AND EARLIER YEARST,PROGRAMS

Before 1977, weak and inconststent program administration
and noncompliance with regulations resulted in widespread
abuses in the summer feeding progtam. Several of these abuses
developed to epidemic proportions in places such as New York.
City. Typical of the problems noted in eatper years by the
Department of Agriculture auditors and by us, and reported
in our February 14, 1975, report (RED-75-336) pnd 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 i..dding procedures which resulted in contracts
being awayawarded at unnecessarily high meal costs.

Untimely meal deliveries to sites with inadequate
storage facilities which resulted in food waste.

--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.

- -Foed thrown away because it was of poor quality,
spoiled, or unappetizing.

--Deliberate dumping of food )3y so e vendors, sponsors,
or site personnel to cover up inflated claims for
meals served and eligible for Federal reimbursement.

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

After some members of New York's congressional delega-
tion reported such *uses, the Chairman, Subcommittee on
Elementary, Secondary and Vocational Education,. House
Committee on Education and Labor, asked us to review various
asOcts of the 1976 program's operations in New York City,
Los Angeles Couity, Philadelphia,'a4d Baltimore and to iden-
tify the causes\O'c major abuses.

2
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1 1.mr rdTinistrative and leoistative i.hnges to
!Atf'n'Ithen the Program. The Hepartmont i!:sned tinAl

, H ) t ) t t / or ( m i l am on M a r h 1 , 1 91 1. These wig e in-

tended to collect or :11.1HV ot the probleiwi And abnes
in past mrogramA. However, as discussed in mir testimony
before the Snhcommittee mn March 23, 191 1, believc.d that

ni specific Administrative orn shmuld have been
made and that certain legislative changes W('If' IWP(li'd.

We tepeated thi.se Additional recommen(1 atiory; in On'
11)()tt tn Itml committge on Education And abot on
April 1'), 1911 (F1)-11-')9). Hpon completion of oversight
11(oarings on the program, the Congress on November 10, 1977,

enacted legislation (Public Law 95-166, sec_ 2, 91 Mat.. 1125)
which incorporated !teveril o! our recommendation , for legisla-
tive as well. as Administrative changes.

By letters dated rehruary 1! and March 25,19/7,
resPectivel;, the Chairman and the Ranking Minority Member

of the fDrmor 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 Department 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 primarily at the Food and Nutrition
Service headquarters in_Washington, D.C.; at two of its
regional offices (MidAtlantic, Rohhinsville, N.J., and
Western, San Francisco, Calif.); at tho State education
agencies in New York, California, and Pennsylvania; and at
various snonsmr sites and other locations in New York City,
Los Angeles County, and Philadelphia. These locations were
incluilkd in our review of the 1976 program and we reviewed
themelain so thaCwe could better assess imnrovements re--_ suiting from'orogram changes for 1977.

In addition, we obtained comments on the 1977 Program_
regulations and the then-proposed legislative changes for
the 1979 program from the Maryland State agency which ad-
ministers the summer program. We did not.do a full review in
Maryland because our review of its 1976 program showed it was
a relatively problem-free program.

We evaluated the Federal and State agencies' prefeedinq
activities (such as outreach, training, sponsor and site

3
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PROGRAM, ABUSE'S, CONTI-NM, IN .1577

41$ BUS' `SEEMED LESS StVERE

Sin64:19.71.tte summer feeding program has been plagu0

by continually_recurring problemswhirh have adversely'
affected program'operations and:goa).s. In 1977,--the summer

feeding program `again had many serious abuses, but neither

we nor other entities monitorincvtliv program's operation
°saw evidence of many of the flagrantkallouses which occurred

in previous years. This was particularly true of the bidding

_and contracting activities in New :York City where the most

Serious,,abuses were 'uncovered in previdusoyear81' programs. 0

"V.
.11

,

'-' This chapter describes the abuses and other bad effects

of weak and inconsistent, prO4ram administration and non-

compliance with program regulations. 'The 'deficiencies which

permitted the abuses to occur and th additional administra-

tive and legislative changes we beli are needed are dis-

cussed in subsequent chapters.

LESS SERIOUS ABUSES.IN THE 1577 PROGRAM

The Departmen't revised its regulations and otherwise

.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.

Majorabuses continued, however, in each of the three

locations Otr,feviewed. These included'

--alauthoried removal of meals from feeding sites.by

dults; as well As children;

--meals eaten by adults;

- -meals not containing the required amounts of food;

--poor quality food;

.,/
,--inadequate food storage faCIrlitieI
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J P,
.- --food was caused by meal times beihg too ,close

together; and . h 0

. ,
.---\, -=-overstate" sponsor:reimbursement claims.

moperations we made joint visit's with

. .

During Or 0.4
State monitors

,

' also conducted indepen44-nt,vigits to ob-2
il serve feeding rations" 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 conditions we observed' are.iljustratd by
the following ejcamples.

1
--While visiting one site, we) observed three children
leaving another nearby site with shopping bags filled
with meals.

--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.

--L6nches, delivered to a feeding site at the same
time as the breakfasts, were left sitting for hours
without refrigeration or ice in a hot storefront*"
window.' Children were advised to smell the milk be-
fore drinking it to determine if it had soured.

--At one site, breakfasts were served for 4 hours and
lunch servicv-was started immediately thereafter.," Food
waste from the'lunches was consequently very high.'
Service regulations requirthat the serviitig of break-
fast be limited to no more than .1 hour and that at
least 2 h8urs elapse between the end of breakfast
service and the start of lunch service.

About 43 percent of the mealstdelivered to, or- prepared
at, the sites we visited were ineligible for reimbursement
due to noncompliance with program regulations, as shown in
the followingLtable.
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_ .

Los Angeles

GAO
visits

Meals

or'
prepared

Meals
ineligible.neligible. .,

for
reimbursement

Percent
ineligible

1.

County. . 13 '2,093 a/811.3 a/39

New Yoilt-ity 36 6,27Eic- 1,909 31

Philadelphia 26' 3,072 2,2.18 72
k

Toal 75 11,441 4,945 .43

a/These figures do-not include Meals removed from. one site
by children because conditfOns did not permit us to maintain
an accurate count. 4

Theise results are not statistically ptojectible to all feeding
sites in the three locations, but this, along' with other data
on ineligible meals, shows a serious problem.

Common problems observed included

- -delivering more meals than were served because the
sponsor did not adjust delivery orders to reflect
actual consumption,

- -failing to follow prescribed delivery schedules;

- -serving meals at times other than those allowed ;.

- -improperly removing meals from the site, and

- -failing to maintain-accurate site records to
suppoft reimbursement claims.

Some of the ineligible meals were' given to needy children
but, because they were not given out properly, they were 'not
eligible for Feimbursement.

Site p onnel-at som'egtites said 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 unableto verify
the ultimate disposition of leftover meals -

\

Los Angeles County and New York City, we examined
some of the sponsors' reimbursement claims to see if the

Pew
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ineligibl meals s-we had observed were claimed:, (:We did not
do thimp. in Philadelphia.)-, We found tilat,the sponsors oftep
claimed the number of mealt deliveredWhich -in many,btset!.
was the maxiftiOauthokized participation levelas. the
number served to children. The:foilowing table presents the
results of our coMparison.:

Meals Excessive claims
Location ,Sites Received Steved Claimed Meals /Percent

r-Los Angeles
COuntY 1,100 483 1,140 4 617 56

New York City 26 4,099 .2',636 3,759 '1',123 30

\AsOiscussed lafer'in this report (see pp. 1'9.'10'22),
some of the excessiVe claims seemed to result from a cOmbina-
tion of Federal requirements:and Federal and State admihiste
tive activities.

/. During this part of our review, we found that the
Ne*York City school system (a sponsor in New York for the
first time in 1977) seemed to be operating without most
of the diffiqulties and problems observed regarding, other
sponsors. For the days of our visits, the school system's
records of meals reported as served did nat exceed the number
of meals we observed as actually served and eligible for
reimbursement. The significance of this is obvious. Even
after We visited the nonschool sites, some sponsors still
iubmitted dlaims in which 43 percent or more of the meals

were ineligible. In most cases they,made no deductions
noncompliance with regulationt we saw firsthand.

Our site visits showed that serious Problems stil
sub-'in the progeam. While the level of problems could var. sub-

stantially from location to location, the Problems- generally
Are syseemic 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 49percent of the meals delivered in Philadelphia were
ineligible for reimbursement because of program noncompliance,
such as imeroper removal of meals from feeding sites, meals
eaten by adults04,/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 percept

10



cof tte meals were ineligible for reimbur ement, Wh4le at
"schoolschobl sites only 1.5 percent of the meals were ineligible.

California we reviewed all reports prepared by

Federal monitors On their 367 site visits.',,-,Our analysis of
°these. reports showed that the most significant-problem, was
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 meals.
Delivered Served Excess

37,892' 28,047 9,845

Percent
excess

26

The reports' did not note the ultimate disposition 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 irNew 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, whereas
in 1977 only 231- sites,were found to. be-in serious violation
and terminated. In 19177 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 continue . In this regard, allega-
tions were made to'the Department's ffice of Audit that the
program reductions in New York City ad'adversely affected
ri'eedy children; however, when the Department requested-evi-
dence to support the allegations, none was provided.

N



Insufficient quantities,r2f food
in meals served

cr ii.
4.

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

The, Department's requirements (commonly Ckled.the TypeA lunch requirements) are designed to provide, over time, one-third of the nutrition called for in ,the recommended dietary
allowances-7eXcept for calories--developed by the NationalAcademy of Sciences: On the basis of the needs of 10-to-12
year old children, the Secretary requites that lunches containtwo ounces of lean meat or* other high protein food, three-,quarters cup of two Or mote vegetables and/or fruitst oneslice of enriched bread,/and one half pint o,f fluid milk.
Other meals alSo have pottion requirements.- Adjustments inthe required quantities are permitted for younger an older'children. (Revisions to.the lunch requirements are beingdeveloped by the Department.).

In New York City we reviewed the resultsof meal. testingconducted 'for .the Department's Office of Audit by the.
Department's Food Safety and Quality'Service. Tests were con-.ducted on 233 lunches from various types of site's- -sites whosemeals were prepared by vendors, self-prepatation school sites,
and self-preparation nOnschool sites. The results, as shown
below, indicated that the lunches prepared by schools andother self- preparation sites had fewer problems than otherkinds of sites. w'

Type of site
Percent
failing

Number
of meals
tested

School 31 65

Nonschool 48 168

Total
233

Self-preparation 36 80

Vended 46 153.

Total
.233

10 13
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The amounts of certain' -components by which the lunches
failed were also smaller for the school sites. About 41'per--
cent of the lunches tektedifrom nonschool sites did not meet
'the requirement formeat or .4. meat alternate--the shortages
averagtd 11 percent. ''School'Sites,did not meet this requirl
ment in 23 percent of the lunches tested--the silortagesaver
aged 17 percent. Likewise, self-preparation sites were
etter in meeting the meat requirement than vended,. sites by
t e same percentages as school sites compared with.nonschool
sites.

In Los Angeles County we tested '27 lunches from vended
sites, self-preparation sites, 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 Meat re-
quirement by an average of 19 percent. Additionally, 24
lunches were short of the vegetable and/or fruit require7nt
byan 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.

No significant meal component testing was performed in
Philadelphia.

Pobr food quality

Of the 153 vended lunches te%ted 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 cooked); 12 per-
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 legislaion for 1978, and the nee
for additional administrative and legislative changes. - he
status of all the recommendations from our April 1977 report
is discussed in appendix I.

A
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CHAPTER 3

CAUSE OF OGRAM ABUSES
4

Although the administrati of the 1977 summer feeding
piogram was notably better, overall, than in previous years,
several,'.a*pects of he grogram 'need additional leg4jative
and administrative'a ention - Several largelyinterrelated
factors contributed-'to -the abuses discussed in chapter 2...

Inadequate Federal funds for State administrative costs
is a critical probleth in some Seatet,and pervades all asticts
of State administration. ,In 1977,NeW,York's efforts to re-
duce program. abuses--which were partially successfulresulted"
in a financial loss to the State, and this financial toss re-
sulted in New York's refusal to administer the program in
1978.

-------- -''' 4 \

Another serious problem is the -approi61--Est feeding sites
with inadequate facilities for keeping leftover (excess) meals /

until the next day and for feeding children in inclement
weather. Lack of adequate facilities, combined.with Federal
requirements for determining meals' eligibility for reimburse-
ment, have the effect of encouraging sponsors to submit over-
stated claims for reimbursement.

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
sites,

--insufficient State program monitoring
monitoring results, and

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

'sponsors and

and action on

amounts of

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 far

N.



proper administration have on adverse domino"effect on the
ehtire prOs.LaA.: When inadequate funding causes a State to re-
duce itsling, i! competent or unscrupulous sponsors can-
be approve ,onglwith unsanitary, in48equae", or even non-

/ feeding 0,tes; prografi monitoring and administration
Can be insufficient to identify`and correct abuses; needy
children can be given insufficient or' infeetyfood or no
food at all; and morn money:could be wasted on improper and
inefficient feeding operatiOlis than would-' have been spent for
good administration. \

If States are forced to absorb administrative costs, they
may refuse to adminis(ter the program. This forces Federal
personnel ko act as lbcal administrators performing all the
approval and monitoring functions normally performed by the
State. This could also result in increased Federal costa.

In our April 977 report, we recommended that program
legislation be am nded 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 program, that additional changes should
be made.

Problems resulting from inflexible limits
on State administrative costs

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
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 °

acontrol. State administrative efforts in the program's early
phases were very weak and site personnel, sponsors, 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



The New YOrk agency carried over -much of its 1976 prograrT
staff to pnn and carry out the 1977 program; it plannecrto
augMent this staff with temporary hires during the-summer
months, pLimarily for'program monitoring; The State's
eifforts, aimed at di4approVing undesirable sponsorapplicants,
reducihg overlapping sites, and correcting other earlier \

-abuses, resulted in reducing its anticipated prograth cost'
froM an initial estimate of $70 illion to about $25 mil/ion,
as discussed on p\4ges 28 to 30. This meant that the Federal -

ceilim for administrative cost (limited to 2 percent) wouldN
tiave/been reduced froM $1.4 mil ion to $500,000.'

When it became *parent that the initially anticipated
'program size ondwhich the977 State; plan and administrative
budget -were-.:-baseil would not materialize, the State curtailed
its hiring to try,to avoid again incurring unreimbursable
administr4tive 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 hiring reduction, he Department believed
it necessary to supplementhe'State stff. 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 regional
office provided 83 people (supervisors, monitors, and
administrators) and the Department',s Office, of Audit provided
139 people (monitors and auditors)'to help the State.

These Federal employees assisted with planning, contract-
ing, and other activities befor'e 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, wild have normally been State
responsibilities subject to the 2-percent ceiling but the
cost of the Federal assistance was not charibd againi the
State's 'administrative reimbursement entitlement.

The total cost of the joint Department-State administra-
Ion of the summer program in New York State in 1977 is
estimated at $1.5 million. Although the total administrative
costs paid 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 theCe were Major problems,in the 197,E program
.in .New City, the 'intensified effort seems to, have result-
ed in eliminatipg'many of the flagrant abuses. It seems
incongruous to us that an intensified State effort re-
sulting in a'reduction in program abuses andP.an associated
$45 million reduction in program costs resulted in a fiplancial
loss to the State. the S,tate's loss in administrative_bosts
would have be much,greater if the intensified effort Was.
implkme.nted as originally planned,'even though-such an effort
migh h.ave'resulted.in a further reduction in abuses. The
.foss would also. have been much greater had the State been
required to Pay for the assistance the Department provided.'

The new legislation provides that beginning im 1978 State
adm'.nistrative costs will be reimbursed generally on th.e
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 State's 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-
mAistrative 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 Depa'rtment's interim regulations
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 authqrizing legislation, the Department must admin-
ister the proglamin States which cannot or will not adminis-
ter it, which hasdroccurred fairly often- This could'result in
higher costs than if the State were given 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 fore
running the prdqram in New York State in 1978 will be aboUt
$1.6 million.



,.-Thu-Department administered. the summer feeding program
n New York State in 1975 and experienced many of the same
p6oblems the State experienced in 1976. For 1978 the State
did not make its final decision not to administer the program
Lintil mid-January, and, as of March 21, the Department had
nbe-lapPointed anyone.to be in charge of the New York program
for-...-1978. It is'too early to say what problems may be en-
tountered 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

nreimbursed. This approach would at 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.

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) thgn a State program--such as New York's 1976
program--with large numbers of poorly qualified 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, even 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 ttie future based on the current prog or
guaranteed in advance based on the previous year' 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 bebause 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 t,o take Program complexities
into account aad 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
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 administration.

The oftiCialssaid 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 forthese 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 Department requested each year for State program
administration.

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 ceiling, 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.
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Payments above the base ceiling would have lo be justi-
fied based on the criteria and the unusual circuRstances 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 allow 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 inadequate
funding also plagued the 1977 program. In 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 in 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 regular 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 wi?o was to be hired by January 1, 1977, was not
hired until March 2, 1977.

Ip Pennsylvania the hiring of staff was impaired by
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-
tion instituted 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 costs 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 serious abuses occurred that year.

As a result of their staffing problems, both the
Pennsylv,ania 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 15. 14,' Nest York also relied heavily on
Departmentassistance.)

We believe that the impact of the staffing problems was
manifested by problems in such areas as outreach, preapproval
site visits,, and site monitoring, as discussed in following
sections.

CIRCUMSTANCES ENCOURAGING SPONSORS TO
SUBMIT OVERSTATED CLAIMS FOR PAYMENT

Some nonprofit sponsors in the summer feeding program are
submitting overstated claims for imbuesement. We believe
that much of this happens a 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 accommodations for feeding children in inclement weather.
Efforts to find better sites have 'not been sufficiently suc-
cessful, particularly with regard to attacting school sites.
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Effects of legislative and
regulatory requirements '

The authorizing legislation provides that sponsors can
be paid only for meals served to _chialdren. 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 supervised. This is to prevent abuse of
the program and ass e 'that the meals are eaten by children
for whom the program -i designed.

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 facilitie,s for storing the meals until

% the next day, either action makes the meals ineligible fipp
Federal reimbursement because they are not eaten at the
site by children. Howewer, 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 ,ineligible meals,
default on their obligations to the vendors, or somehow
fin other means to pay for'the excess meals themselves.
All ree of thesc 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
rfla,sons other than bad weather. Tlip sponsor has meals. on
band which it must pay for but whit l) are not eligible for
Federal reimburse 'fit. Without access to refrigeration, a
sp &nsor cannot properly accomOdate excess meals--store them
and reduce his meal order.faf-the following day--because
the meals would spoil.

Many sites had inadequate facilities
A

Our visits ti 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 pointed/
out ghat problems had arisen because sites had been approved
which had inadequate facilities. We recommended in the
report that the Secretary define what constituted an 4

acceptable,feeding site.

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

"io
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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 facilities or arrange-

, ments. In some cases they 'simply did not verify the existence
of thearrangements or facilities the sponsors desCribed; in
other cases, they did not want to deny the program to needy
}cpildren in,areas where adequate facilities had not been ob-

i 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 treets"--streets
blockedioff 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 we're not eaten at the site.

Except for schools which were obvious, wecould not
determine whether there were other potential site locations
available which had adequate facilities in the three loca-
tions. Pennsylvania was not successful in persuading the
Philadelphia schools to become sponsors or to make school
cafeteria facilities available as sites. In the other two
locations, some schools were used as sites but there were also
many nonschool sites with inadequate facilities.

In Los Angeles Codnty 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 spite or other supervised
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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 1-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 cp,ildren who
may want a second meal may have already eaten and left. Meals
served after the authorized service period are also ineligible
for Federal reimbursement.

Claims submitted for ineligible meals

Many of the 'sponsors whose sites we xisited included
ineligible meals in their reimbursement claimssome perhaps

/ because of the circumsphces described above. Some site per-
sonnel seemed to be conscientiously trying to fol/BV7 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 overstate 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 avenge of
perhaps only two or three meal services each 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 2

above is to obtain spontors which can provide proper feeding
sites., Schools are obviously excellent candidates as sites
because their facilities usually include both refrigeration
and protection from the elements and because they are usually
located fairly close to children's homes.

The importance of hav4ng 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:
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"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'carled 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
schools 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 percegt of a State's program
costs can be used for

s:I

special development projects. This
additional money was to be used to pay the Board's adminis-
trative costs in serving as a sponsor.

The results of the special proje showed that, while
the costs of operating the program in he city's schools
were higher than other sponsors' costs, the schools seemed
to be opting with most of the difficulties and.problems
observed elsewhere.

The Pennsylvania State agency conducted..limited 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 i

letters to thewpublic agencies.with mailgrams to those not
responding to the form letter. No other followup was per-
formed except thit 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 program 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



cents-per-meal maximum on all sponsors' costs. This needed
flexibility should enable more schools,to become sponsors.
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 prejored. The results of the, study were
to have been reported to the Congress by December 1, 1977.
The Department was unable to completesan 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. 8tand 9).

Soloations are limit4O 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 available for use in the summer feeding program.
Local officials, however, are often reluctant to permit
schools stb be used because the schools are,ttraditionally
closed in summer and the offi6ials are concerned about van-
dalism and wear and tear on school buildings.

Solving the problem is not easy. The more obvious
alternative8 are to:

--Continue the present approach 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.
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--Encourage the participation of schools by providing
(in addition 4,e). 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.

The first alternative might seem desirable and relatively
noncontroversial. However, it likely would continue to some
degree the present situation of improper 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-
certain.

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 withdrawal of the summer feeding program from
local community groups. They also noted that some school
districts might accept the sanctions--which could have un-
desiraple 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 tys might be only temporary.

There may be. other alternatives not discussed here and
all should be considered. However, one thought should be
uppermost in everyone's mind in this regard. The objective
of the summer feeding program is to feed needy children and
the alternative that meets this objective most efficiently
and effectively is the one that should be implemented.

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



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 difficult to determine whether site personnel were
honestly trying to avoid waste from excess meals, or whetheL/f
they were simply ordering the maximum number of meals for
which they were authorized and not caring about waste. Also,
if childrett were allOwed to take the meals away from the
site to eat during inclement weather, it would be difficult
to tell whether they were actually eating the meals as the
program intends. In 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 monitoring4would 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 MOR 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--4pd all children

1

meals.attending approved feeding sites were eligible for free meals.
Eligible areas are those in which it is de ermine217f at
least one-third of the children are eligib e for or re-
duced-price meals in the school lunch and/or school breakfast
programs. ,

In 1976 State agencies in California, New'ITork, and
Pennsylvania made few, if any, efforts to ascertain in ad-
va?ce the target areas eligible for the program. State
officials said they found the reqyared method of determin-
ing areas' eligibility difficult ito 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 regplations required
theStates to describe in their State plans the criteria.to
be used to identify and establish eligible program areas.

Fqllowing, the new regulations, the New York State
agency'was able to do a good job of identify.thg eligible.
areas in advance without undue effort. It considered census
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data on,personalincome, information on free and reduced-price
Meals served in the schbol reedIng-proltams, and other types
of income data to determine the eligibility of elementary
school zones in New York City and of school districts in other
areas of the State.

t The other two States did not do as well. The
Pennsylvania State agency conducted a limited two-part eff t

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
assumption 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 sited for
the needy areas, but staff was not available to follow through
with ttilaeffort.

1

(

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.

Frog Oat 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

In 1976 and previous years sponsor and site approval;
along with sponsors' contracting, was a critical problem
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area leading to serious arid widespread abuses. In 1976
State agencies assumed that the authorizing legislation
required that all sponsors be approved if they would orovide
food services for children from eligible areas. As a result
nonprofit organizations applying for participation were auto-
matically approved with little or no regard to whether several
sponsors or sites would serve.the same area and the same chil-
4ten 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 good sites.

In 1977 the Service's regulations included a priority
syt,tem 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.

The following table shows the numbers of sponsors 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 evaluate prospective
sponsors and sites 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

Withdrawn - 37 133 -

Total 252 (a) 387 5,673 104 1,925

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 1477 the requlationn required that the States take
steps to prevent clustering of sites, but they did not
outline what steps should he taken to do this and did not
require the.States to include in their program olans-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 chiofdren
that was common in New York City in, previous years.

The Servi_ce 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,
site clustering continued to be a problem in'sLos 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.

Clusteredo,land 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 Agriculture require States to disapprove
clustered sites unless they were considered necessary for
feeding all eligible children in the area.. We continue to

pbelieve 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 desioription 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 Erevious 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. In 1977 New York made a concerted 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
years.

Initially, 47 applicant organizations were denied par-
ticipation in the 1977 program in New York City because they
had been problems i,n 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
years 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 197 summer
feeding program for financial gain or other imprope pur-
poses. The State agency (1) 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 limitations, more
stringent than the Federal requirements, tehded.to discourage
or at least control sponsors with improper motives because
they limited the size of the sponsOrS' programs and con-
sequently the amounts of money going to those programs.

Pennsylvania 'did not make adequate efforts to keep out
problem sponsors from previous years. .One 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
he p the State fight the appeal or reduce the number of
meals the applicant could serve.if it was approved by
det rmining whether 1'6,000 needy children would really be
served by,the sponsor.
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Although th17; approach had been successful In other
SAAtes, Pennsylvania ottrcials refused the investigators'
o1 f4r of assistance on the grounds tha1 a special effort
dir4ctod At ono qp,o,1 wotild bo uniur-4r di!icliminAti,tm

?bec,use similar investigations Wf'111 not being made of other
aPPlico. jhe Al)plICAnt WA!: Appf()VI'd And numermis alu:.ies
were noted .%g.1 In in Its 14 11 pt oqt .tin.

Although California's summer feeding program has not
had the largo' scale.hlatant Ahuses characteristic of
Pennsylvania and New York in .previous years, the State's
efforts to approve sponsors could be improved. State
offiCiAL!; told us that All sponsors had been visited before
approval, as planned. However, the records we reviewed
for 46 approved Los Angeles sponsors contained no evidence
that 5 had been visited. Also there were 27 sponsors,
statewide, that began feeding operations before being
approved. The approvals were granted retroactively from
1 to 23 days after Actual feeding .operations began.

The Department needs to make a more concerted effort
to keep problem organi4ations out of the summer feeding
program. Situations such as the one described above for
Philadelphia should not he allowed to happen. The Department
should make sure that evidence of sponsors' poor performance,
especially large sponsors, is systematically accumulated and
preserved so that adequate grounds will he availahle for
keeping such organizations out of later years' programs.

Evaluation of Eroposed sites

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 sio,
evaluations by strengthening its regulations for 1977 to re-
quire preapproval visits to all large sites (over 300 in
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 thep, but
did not conduct adequate evaluations. The other two States
did not make all of the preapproval site visits required by
Federal regulations.

In our Apthl 1977 report, we said that all sites should
be visited before 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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Alt, to hr .Ippt,)vod At ill, they should he
thoroughly (.valuated twf()to III. 11111 Appilwvd, with speciAl
Attention hi the airangements tot 'it t)1 ing lettovel meAI
And for teding children in inclmont wathei .

headlinos tor sponsor and slto opulications

Th v i c s 1 1 r egu 1 at i ons gave t he ' ;t A 1 hol 1 t y

e:Aahlish 414,:adlines for submitting sponsor And site
Applications. The purpose of such deadlines 1.4,1!; pro.
mote oiderly and thorough evaluations ()I potential sPonso s
and sites. The throe St ates we reviewed established such
deadlines but then ignored them by approving many Applications
well after feeding operations beganin some cases right Ili)

to the end of feeding operation7, in late Anqust.

Accepting large numbers of applications after feeding
opelotions began disrupted the monitoring activities that are
crucial at that phase of the program. As discunned on pages
14 to 16, monitoring of feeding operations wan not adequate
in 1977. Part of this resulted from the diversion of monitor-
ing resources to the evaluation of late applications. AP-
proving additional sites and sponsors beyond the number that
can adequately he handled with available monitoring resources
also weakens the monitoring effort.

The' Service's interim regulations 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 program to significant numbers of needy chil-
dren. Although we recognize that the purpose of the program
is to feed as many needy children as possible, we believe
that, if the States are going to accomplish this objective
without the abuses that have been so common in this program,
they should have flexibility in deciding whether giving con-
sideration to late applications would he in the best interest
of the program.

IMPROVED CONTROL OF BIDDING AND CONTRACTING

Program regulations for 1976 and earlier years did not
contain specific requirements for State agencies' actions to
control sponsors' contracting activities with food vendors,
including the bidding procass. 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 provi ions
to prevent such abuses. They required that State agen ies
develop standard sponsor-vendor contracts, witness the,
public bid opening for sponsors expected to receive mo e
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 regulations also re-
quired vendor bonding and health certification and gave
'State agencies the authority to require prospective vendors
to register wi-t-h,the State agency.

New York and California required sponsors to use State-
developed standardized contracts as well as bi3 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 developloid 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.
New Yor =te had even tighter control over the bidding
process --it t1( over the bidding process of all sponsors that
would'ha e yen: r contracts totaling over $10,000. The State
agency laced a paid for the bid advertisements, received
all bid- on beha the sponsors, and supervised the bid
opening which were conducted at the State's offices in New
York Ci y. In addition,,New York required the acceptance of
'the lowest qualified 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 re4ponse to the bid advertisements. Vendors
whose past performance was unsatisfactory were not approved.
Neither Pennsylvania nor California registered or approved

1 vendors before the award of contracts. i

,____
.- .

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 requirements and State
contracting requirements. As a result of the Federal . C.

regulations and the State's efforts regarding contracting,
the Deaartment's Office of Audit found that in New York
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90 percent of the accepted bids were below the Service's
maximum allowable reimbursement rates. In 1976 nearly allr
were at the maximum rate.

Pennsfylvania 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 State agency review of contract
terms became evident when problems surfaced regarding
delivery'schidules, 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 ov r sponsors'
contracting activities was a key factor in reducing program
abuses in 197/ The improvements in the Federal regulations
and the morectaCtive roles by some State agencies seemed to
eliminate the fraudulent bidding and'contracting so common
in previous years.

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 5-5.)

We believe that-the changes'in the legislation, if
properly imple-mented, shoU10 further str ngthen the sponsor-
vendor bid and contract process and help ssure the quality
of food served to children. Additional S rvice attention
may be needed, however, to make., sure that he changes are
carried out properly.

(INSUFFICIENT STATE PROGRAM-MONITORING
AND ACTION ON MONITORING RESULTS,

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

!inadequate to assure the integrity of program operations and
to minimize 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, unsatisfactoTy sites were
not cicised until after tiumerous and repeated vfOlations of

iregulations were disclosed.
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For 1977 the Service recognized that,monitoring.was an
important function that needed to be strengthened, especially
the monitoriTng 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
monitoring requirements.

The 1977.regulations-orovided guidance on terminating
participation of sponsors that failed to comply with procure-
ment requiremers 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 J.-977, for the first time the States were made re-
sponsible for some. monitoring of food vendor operations.
The initial efforts by the Sties seemed to be a good
start, although we did not conduct an indepth review in
area. The effortshould be refined and improved in future
years.

Sponsor-site monitoring

. In 1977 the State agencies- -even with substantial extra
Federal assistance- -were unable to meet their sponsor and site
review requirements during the first'4 weeks of program
operations primarily because,of a lack,bf.State agency monitor
staffing as explained below.

--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 required site re-

, views. In the city of Los Angeles, fpr example,-the
State monitors reviewed only 323 of 642 sites' of spon-
sors opera,ting 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 all large.sponsor'site reviews wad the increased
monitoring efforts needed fOr'problem sponsors.
Federal monitoring in California was independent of
the State monitoring effort. (See p. 19.)

--New York, due to budgetary constraints as discussed
on pa,e 14, did not hire its full monitoring com-
plement for New York City but instead relied primarily
on Federal personnel to monitor the 2,605 sites in
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the city,. The monitoring concentrated on sponsors
with the largest programs and was conducted in accord-
ance wi'h an Office of Audit-designed statistical
sampling approach. The sample results were used to
determine the overall validity of the sponsors' claims t

and the amount by which each ahould be reduced based
on a projection of the percentage op meals the sample
showed were ineligible.. This procidure was substituted
for the monitoring pattern prescribed in the Service's
regulations, When the approach prescribed in the reg-
ulations is used, claims are recligled only for meals
the monitors determine are ineligible on the basis
of their direct observations with no projections to
other days' activities when no monitor'is present.

--Pennsylvihia hired only 23 monitors in 197,7 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
progra functions. This effort included the use of
a stati t

%.4.
ical sampling approach for the Philadelphia

feeding 'te misits, sjeWilar to the one used ii.1 New

York City. ,flowever,-,he State refused to project
the sample results to the sponsors' total claims.

For 1978 the interim regulations contain monitoring re-
quirements similar to the 1977 requirements 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 siteos-(instead of all of such
sites as previously required) during the first A Weeks of
program operations. As in 1976 States are not required to
visit all sponsors or all sites even once duritig program
operations.

Service officials explained that they are trying to
direct the monitoring to where it is needed most. They said
that the visits are suppdsed to be concentrated on unproven
sponsors and sites and on sites and sponsors with a history
of poor perforthance. Olthough we agree with this principle,
we believe'the overall level of monitoring needs to bp in-

considerably, especially if the Service is going to
continue to permit approval of sites with inadequate facil-
ities. (See p. 26.)

Use of a statistical sampling approach for large spgL
sors might be an effective means of maximizing the impact

/
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of limited monitor\ing resources. As discussed earlier ( .ee___

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 reasbnable 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 and,4or number of
meal services or, in more serious cases, terminating the
site. \

/ -

Incopsistent action on site
monitoring reports

The monitoring visits in the three urban centers
(Los Angeles Colifity, Philadelphia, and Nei./ 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
ddring 1977 monitor visits, the)State agencies took corrective
actionse including terminating keeding sites, reducing the
nume s of meals the sites were authorized to serve, limiting
the t pes of meals that could be-served, andlaisallowing
reimp Bement for meal costs.

Com lete data on the various kinds of actions taken by
the three State agencies was not available. On,the 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. In.New York the State
agency had developed-guidelines for taking actions against
problem sponsors and sites but the use of the guidelines
was not mandatory and their application was inconsistent,
-bgth at the monitor level and the higher supervisory review
level: If there had been .specific mandatory guidelines,
tho,se monitoring the program would have been in a much better
position to provide uniform reviews and a more effective
effort could have been achieved.

In Pennsylvania the State agency initialgy developed
criteria for actions against sponsors and sites, but
effective program control setill was not achieved because of
-incomplete implementation instructions and a lack of staffing.
Effective July 25, 1977, the Service and the State instituted
more complete and speci is guidelines developed specifically
for Pennsylvania by the ervice for administrative actpliti
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against spon'sors and sites. Using the Service's guidelines,
the State agency took various actions against 128 sites for
program violations.

The California State agency, had no criteria for taking
actions againt sponsors or sites. At one site State mon-
itors issued 29 notices for failures to comply with program
regulations before the sponsor voluntarily closed the site
3 weeks earlier than had been planned. A State agency offi-
cial told us that concentrated surveillance of the sponsor's
activities contributed to the discontinuance of the sponsor's
operation. It seems to us, hbwevqr, that if specific termina-
tion criteria had been available, this site could have been
terminated by the State without such an'inordinate of
monitoring resources.

We believe that it is critical that the Service develoi,
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. It is also essential that
application of such criteria be made mandatory so that the
criteria would be consistently aelied. .If criteria ar* not
developed and consistently applied, the impact of monitoring--
which already is inadequate- -is further diluted and becomes
considerably less effedtive.

Vendor monitoring

The State agencies carried out a limited vendor visita-
tion program during program operations in 1977. The scope
of their efforts--which included such areas as sanitation,
recordkeeping, and testing far 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. In addition, Federal per-
sonnel made 32 vendor visits and inspections. These
visits disclosed some deficiencies which (in five
Anstances),necessitated revisits by the State.
Ge9erally, the de iciencies involved the delivery
of inedible meals and /he 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,
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--New York, in conjuncti&I with Service pers nnel,
conducted 40 vendor plant inspections 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 32and 34--seemed-to constitute a worthwhile start at
controlling vendor operations. This monitoring shpuld be
refined and strengthened in future years.

'EXCESSIVE ADVANCE PAYMENTS TO SPONSORS

Because many sponsors have been nonprofit organizations
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 eVsentually 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 payments to each State by June 1,,July 1, and
August 1 sd that the States could make advance payments to
sponsors. The law required these payments to be the greater
of (1) the amount spent in the same month the previous year
(and eligible fo&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 sponsorS on the same basis. In
additiotTlthe program regulations authorized startup payments
to sponsors not earlier than 2 months before feeding opera-
tions began for their prefeeding activities, such as planning
and contracting. In 1976 and evious-years th6se amount\
feequentlyexceeded the amoun s the sponsors were ultimately
entitled to on the basis of heir final approved claims.

In 1977 both California and _Pennsylvania generally ad-
vanced 65 percent of the sponsors' estimates of their re-
imbursable expenses each month. The State agencies did
not analyze the sponsors' estimates to ev 1pate their



reasonableness. A Department audit resort 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 expense's itself using information
obtained-during the approval prigess and based its advances
to sponsors on these amounts. The 1977 program regulations
required State agencies to make thorough analyses of estimates
of reimbursable expenses submitted by sponsors to assure the
reasonableness of advance payments.

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 ifthe
States properly determine the sponsors' needs for fund ad-

,

vances.

We were unable to deter ne 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 Pennsylvania, however, because
the State agencies'did not thoroughly evaluate sponsors'
estimates of what their reimbursable expenses would be for
1977.

IR ,overy of previous years' advances
, \

In 19'76 there were 61 New York sponsors that had .r;)--

vances outst(nding which exceeded the amounts they we /e
entitled to receive on the basis of their reimbursable costs.
These excesses totaled about $2.2 million. In 1977 some of
these organizations were sponsbrs again and New York re-
couped about $663,000 by refusing to make advance payments
for 1977 until the outstanding advarices.for 1976 were repaid.
This was consistent with program regAlations 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. Identical provisions are contained in the propos-
ed 1978 regulations. r

/
i

California and Pennsylvania did not use this roced6re
in 197. For example, Pennsylvania advanced c, sponsor
$400,000 even though it had an outstanding adv"ance of

\
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$273,000 from 1976. In this case the Service's regional
office advised the StAte not to make the advance but the State
ignored the advice. 'Ale 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 in the Office of Audit should dis-
cOurage States(from needlessly advancing funds to sponsors
that have not returned overpayments from previous years.
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CHAPTER 4

CONCLUSIONS AND RECOMMENDATIONS

4NCLUSIONS

Efforts by the Department of Agriculture and the New York
State agency to eliminate abuses in the 1977 summer feeding
program achieved some access. 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 fla rant abuses of previous years. The
Department's and N w York's efforts to allow only honest
sponsors into the rogram 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 prograq and have
any hope of consistently good administration, the Secretary
of Agriculture must ioe given more flexibility to provide the
amounts of adminis-efAtive'funds the States -actually need.
Adequate funds for State administration will not, of course,
guarantee good administration, but we believe it is certainly'
a prerequisite for this program. Present program legislation
provides 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 adminitrative
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 personnel.

Another basic problem is the combination of factors that'
encourages some sponsors--those operating sites without
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 program
benefits.

- -Clustered and overlapping feeding sites.

--Keeping sponsors that had poor performances
in previous years put of the- program.

--Visiting proposed feeding sites before they
are, approved.

--Deadlines for sponsor -applications.

--Monitoring program feeding operations.

--Criteria for taking,, action against sponsors
and sites found to be violating program
regulations.

--Advancing funds to, sponsors.

RECOMMENDATIONS 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 shduld 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 critetia and standards, on the basis
of the study, for tecognizing 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

phis study to the Congress by November 1, ,1978, so that the
new procedure can be implemented for the 1979 program.



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."

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

- -Encourage the participation of schools bypro-
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.

- -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. In evalua4ing the alternativesr 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

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

- -Make sore the States follow the procedures outlined
in their program plans for identifying areas 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

41 collection and retention of needed evidence 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 regulations, 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 criteria
for taking early action against, sponsors and sites
found to have violated program regulations.
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We recommend also that, until such timeAps additional
funds can be provided COL- needed State administration, the
Secretary have the Food and Nutrition Servit4!require the
States to concentrate oreapproval site visits and program

lic

monitoring on sites which do not have adequate facilities
at the site for storing leftover meals and for fe ing
children in inclement weather if such sites are"to on7
tinue to be approved.

We recommend further that, until additional funds can
be made available for needed State administration, the
Secretary direct that Department 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

--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

We discussed the matters presented in this report with
Department of Agriculture and Food and Nutrition .Service
officials and obtained their oral comments. .They.generally
concurred in our findings and their views are recognized
as appropriate throughout the report. They also a' reed
with our recommendations and have begun actions to im-
plement some of them, in some instances doing so ontheir
own before we discussed our recommendations-with them.

The Department's overall actions and its,cOritiinuing
interest in improving the administration of th.sammer
feeding program are encouraging. Much remains be done,
however, and we urge the Department to further,inensify
efforts to prevent and detect program abuses still
feeding needy children.
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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, NOy. 10, 1977, sec. 2, 91 Stat. 1325)
extends the, program through September 30, 1980, and incor-
porates many of the legslative and administrative changes
recommended in our last report. The Department of
Agriculture i orporated some of our other recommendations
into the Food a Nutrition 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 appeddix
are cross-referenced to applicable parts of the report.

RECOMMENDATIONS TO THE CONGRESS
4.

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

Sponsor eligibility

The previous legislation (Public Law 94-105) provided
that "Any eligible-service institution shall receive the
summer- program upon its request." This provision had created
the impression among some States in 1976 that all nonprofit.
service institutions that applied to.be sponsors were auto-
mati,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 p
deleted the wording that implied automatic sponsor approval.

Establishing children's eligibility
..

The previous legislaticin,established p pgram,eligibility
on an area basis--eligible areas were thos n vhich at

%4' 1 ast one-third of the children were eligible for free or
'Thr duced-price school meals.' In 1976 the States f8und this

.eqwirement difficult to use in determining the eligibility '-
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of varioupcareas and of residential summer camps not located
in target 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 residential campp and other sponsors
requiring enrollment, in their programs be paid only
for meals for individual children determined to be
needy.

A

. In the November 1977 legislation, the Congress retained
tyMoth the area eligibili concept and the criteria in the pre-

vious legislationl,,however as an option it provided for
determining children's elig bility on the basis of individual
need; that is, income statements. In addition, the Congress
adopted our recommendation that camps be reimbursed only for
meals served to children eligible for free or reduced-price
school meals.

In 1977 New York successfully used e area eligibility
Criteria outlined in the low. Accordi y, w believe that
an ajpa's eligibility -can'be established witKout undue difftL
cul0frunder the existing procedure. (See pp, afz_and,27.f

Meal service

The previous legislation stated that:

"No servlikce instituting shall'be prohi4ited from
serving breakfasts, simpers, and meaL supplements
ps well a lunches unless the service period of,
different eals coincides (DI overlaps." -

rr
This provision appeared-toma,ke migal approvals marioatory,
resulting ih States'.in 1976 'ioutknely approving nUmber
of food services--u to 5 a day--ditired by the sponsors.

In view of t.he4p ogram's ectives and operating prob-
lems., ye,recOmmerideit that t ress reduce the number
authorized imeahs to breakfa lu ch, and a supplement, except
for residential camps. The COngre i adopted our recommenda-
tion and restricted meal 'service t a maximum of three meals,a
day including a meak supplement, eX ept for residential camps
which are authorized to, serve up to our meals a day.
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State administrative funds 0

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 year. 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 program completion, and the money advanced

(AL

to them had already been spent. Also the Secretary did no
have flexibility to provi e different amounts to States th
different needs. Conse uently, some States did not .spe
all of the administrativ funds ultimately available, while
others exceeded their 2- ercent limi- tion.

In view of the serious drawbacks in this method of P
reimbursement, we recommended that the Congress give the
Service authority to negotiate with the States to determine a
maximum amount for reimbursement of actual State administra-
tive

.t
tive costs, based on State- prepared budgets and

)pro-
The

Congress did not adopt our recommendation; instead,
vided a -graduated scale of percentages based on program
costs in the preceding fiscal year. Under this new ormula,
States with small programs can receive substantl-ally More
than they did.before, but increases for States with*large
programs will4e insignificant. In addition, the Department
was given the' authority to adjust State entitlements to
reflect changes in the, size of thp- States' programs since,
the preceding f/scal year.

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

Sponsor administrativ costs

The/Previous legislation provided for sponsors to be
reimbursed for their actual administrative costs subject to
a ceiling based on a speciXied amount per meal for each type
of meal service. This provision created an incentive for
waste and mismanagement. If,sponsorsincrea_sed the number of
meals reported A.- served, tile, maximum amount of the admin-
istrative funds they cold receive was also increased.

,

Tpjeliminate.the adverse incentive, we recomw ed that
-,--the Congress provide for Maximum sponsor administrat*ye-c st

( reimbursement on the basis of program- related budgets app oved
.......4-mbytt,he_States. The Congress accepted our suggestion and p

that.every sponsor, when apt) ying for participati in
the program, submit a complete bude et for administrative costs
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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 sponsor 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

4
The previous legislation required that 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 eartkd in the same month in the previous year
or (2) 65 percent of the amount expected to be earned during
the month. The law was interpreted as requii(lng States to
pass on the advance funds to each sponsor in the same amount
as was provided to the State.

In 1976 this provision resulted in some sponsors' re-
ceiving advance payments larger than their castik,needs or
their eligible claims for reimbursement, becausNof sponsor
overestimates of program size. To prevent such overpayments,
we recommended that the Congress dive the States the
flexibility to make advance payments to sponsors on the basis
of State determinations of need.

The. Congress adopted our recommendation and gave States
the authority, to establish the_Amount of advance payments
to be given to each sponsor.

Program regulations

The previous legislation required the'Department to
publish final program regulations, guidelines, applications,
and handbooks by March-1 of each fiscal year. State

-officials described this date as too late for orderly
ptogram implementation and cited it as a' contributing cause

g for the problems affecting the program in 1976.

We recommended that, to provide the States and sponsors,
more pinning ti e, the Congres. require the Department to
publish 1%al er'gulations by January I -nd guidelines, appli-
cations, a d handbooks by February 1. The_Congsress adopted
our recommendation the Department was unable to meet
these publication d es 'for the 1978 program. De - u-nt
officials, said the delay was because the new la was not
finally approved until November"10, 1977, and b cause the
law contained a number of new Oovisions which required co
siderable groundwork before regulation issuance.

4
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Interim regulations dealing with definitions, State
agency responsibilities, State management plants, State admin-
istrative funds, program funds, and program payments were
issued on Januery 31, 1978. Proposed regulations 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 program 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 departments.
The public agencies appeared to operate relatively good pro-
grams.-,

Because the program is designed to continue into the
summer the benefits of the school feeding programs available
during school months, and schools ancrpublic agencies appeared
to operate without the widespread abuses that seem to be
motivated by opportunities for economic gain, we recommended ,

that the Congress limit profeMOonsorship to schools, public
agencies, and nonprofit residential'camps.

Although the Cong ess did not fully adopt our recommenda-
tion, it enacted spon or eligibiy criteria end an order of
priority for sponsor ogram participation\which gave top
priority to local schq 1s. These measures re intended to
aximize the use of sc4ol food service faci 4ties, as well as

*'the facilities of sponsors preparing meals theTselves instead
of buying meals already prepared. In additibn the eligibil-
ity criteria and the emphasis on schools and se f-preparation
sponsors should help,alleviate the widespread a uses that
have affected private nonprofit sponsors in pre ious years.
We believe further consideration should be given to limita-
tions on feeding sites. (See pp. 24 to. 26.)

RECOMMENDATIONS TO THE
'SECRETARY OF AGRICULTURE

In addition to the legislative recommendation outlined
above, the Congress also incorporated in the new 1 gislation
several of our recommendations to the Secretary fo admin-
istrative changes. These and other administrative recommenda-
tion from our April 1977 report are discussed be1,6w.

Sponso' applications /

For the 1976 program the Service's regulations required
that sponsor applicao6s, be submitted to the tates at
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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 regul,ptions required States to establish 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"kprocess continued to be a
problem in California and Pennsylvania. (See pp. 30 to 32.)

We recommended that program regulations require hat4
sponsor application dates established by the Stateso 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 Dtpartment's proposed regulations for the 1978
program would diminish the effects of having a deadline for
sponsor applications. We disagree with the proposed regula-
tions,e (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 regulations were issued, we
proposed that the Department provideguidance to -the States
regarding grounds for terminating sponsor participation and
for providing alternate means of continuing the feeding oper-

.ations of terminated sponsors.

The 1977 regiillations partially addressed this matter by
providing guidanc on sponsor termination. for failure to
comply with procurement requirements; however, they did not
provide criteria for terminating a sponsor for otherwise
unsatisfactory performance and did not s4ggest alternate
means for feeding children of terminatedisponsors. We re-
commended such criteria in our April 1977 report.

The Congress requires in the new legislation that ,)

State program plans fore1978 and subsequent years incluide
the States' plans for timely and effective action against

A
program viola rs. We concur in this requirement; however,
we continue t elieve that the Department should provide
criteria for rminating a sponsor for grounds other than
failure to comply with procurement regulations. iSee
pp. 37 and 38.)
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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 provide criteriaand prbcedures for site approval. As a result, most sites
were routinely approved with the consequence that many
unsatisfactory sites were approved.

The regulatidns 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 withou.t further specific Stateaction. State personnel were required to conduct preprogram
site visits to all nonschool sites in larger cities. Ih addi-tion, the States were given the authority to limit the typeof meals served.

We reco mended that the regulations be further revised

--define what constitutes an acceptable feeding site;

--require States 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.

The new legislation did not address these recommenda-
tiOn and the regula ons in effect for 1977 did not resultin c mplete eliminati of the problems. (See pp. 28; 29, 31,and 32.) We believe rther changes are needed.

Site termination

ytogram 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- jesequentlY, unsatisfactory sites in 1976 were ntt closed until'
disclosure of repeated and numerous violations. The 1977
regtilations 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 and guidance for terminating individual sites andfor providing alternate feeding sites as we recoffimended,in!
our April 1977 report.

Although the new legislation requires that State-program
plans for 1978 and sequent years include the States' plans
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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 38.1)

cc,
-Sponsor-v ndor relationships

Program regulations, for 1976 and earlier year?s 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 regulations, in part,
addressed these problems; however, 'we concluded thaeraddi-
tional requirements were needed and made the following re-
commendations.

--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 Aaily, 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 the State'.

--After the bid openihgs, 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 interest between the cot -
tracting parties, and cor. .der the vendor's previous;
Performance in this and other child 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 all, registered vendors by the Department;

--that spbnsors may contract on a competitive basis only
with vendors registered by the. State;
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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 safeguards to prevent collusive
bidding activities between sponsors and vendors;

--that to assure meal quality, States prescribe model
meal specifications and model food qualiN standards;

--that all sponsor-vendor contracts include menu cycles,
local food safety standards, and food quality standards
approved by the.States; and

--that all sponsor-vendoilcontracts 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

,Ip 1976 the final advan6e of funds for State administra-
tive costs wasmade as late as August, although.it was planned
for Julj 15. Several States complained that the last adva'nce
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
that the Department make the final advances by June 15. The
1977 regulations 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 StatesJ.esulted in State agencies not having the per- .

sonnel needed to adequately monitor and administer the 1976
program. We proposed that the Service require permanent,
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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 nroposal 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 state's
administrative budget.

The interim regulations 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 additiOnal
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 monitoring 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.

The 1977 regulations 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 Department require the
States to

--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
progeam 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 hot enter into

56 6



APPENDIX I APPENDIX I

contracts for more meals than they can provide effectively
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.sponsOr claims. (See pp. 34 to 38.)

Sponsor recordkeeping

Sponsor recordkeeping in sufficient detail to justify
the reimbursement claimed is needed to protect thp.W.up-
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 regulations called for maintaining records on the
number of meals reported as being served. However, such in4
formation had not !Deem adequate to support 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 regulations.

On the basis of our review of the 1977 program, we con-
tinue to believe that, because of the incentives for somesponsors overstate their reimbursement claims, existing
recordkeeping requirements will not be sufficient to ensureproper claims. Other, more basic changes are needed. (Seepp. 24 to 26.)
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