Provision 2

Base Year Guidance and Beyond

Idaho State Department of Education
Child Nutrition Program

Hello, thank you for viewing this presentation that will provide information on the
Provision 2 meal program option. This presentation will focus on how to conduct a
base year but also cover additional concepts associated with implementing and
successfully running a Provision 2 program.



Objectives

* Overview of Provision 2

* Base year procedures and requirements
* Non-base year requirements

* Provision 2 considerations

Objectives include providing an overview of the Provision 2 program, what it is and
why it was developed. It will cover base year requirements associated with
implementing a Provision 2 program, as establishing a base year is a critical
component of a successful provision program. The presentation will also cover some
of the requirements schools must meet with Provision 2, but during the non-base
years. And finally, it will touch on a few things to consider before implementing a
Provision 2 meal program.



Overview of Provision Programs

* Traditional implementation
* Free and reduced price meal applications
* Count and claim meals by type: free, reduced, paid

* Special Provisions in Idaho
* Provision 2
» Community Eligibility Provision (not covered in this presentation)

Let’s begin with an overview of provision programs. Traditionally, schools annually
distribute free and reduced price meal applications to households of all enrolled
children and make determinations of eligibility for free and reduced price meals
under the National School Lunch School Breakfast Programs. Schools also count the
number of meals served by type- free, reduced, and paid- at the point of service on a
daily basis to claim Federal reimbursement. In an effort to reduce paperwork and
other administrative burdens at the local level, Congress has incorporated Special
Provisions to the traditional requirements. These provisions are referred to as
Provision 1, Provision 2, Provision 3 and the Community Eligibility Provision. We will
be looking at only Provision 2 in this presentation, as Provision 1 and 3 are not
currently being implemented in Idaho’s schools. Information on the Community
Eligibility Provision can be found on the CNP website and will not be covered in this
presentation.



Provision 2 Overview

* National School Lunch Program (NSLP) and/or School Breakfast
Program (SBP)

* Meals served to students at no cost during the base year and beyond

* May operate Provision 2 at breakfast only, at lunch only, or at breakfast
and at lunch

A school participating in Provision 2 must serve the National School Lunch Program
and/or the School Breakfast Program meals to all participating children at no cost.
The school may elect to implement Provision 2 at only breakfast or lunch, or both
meal services. If Provision 2 is not elected for both, the school will operate a
traditional program during the other meal service. For example, a school may be
participating in Provision 2 breakfast, and therefore all students can eat breakfast for
free. But the school is not participating in Provision 2 at lunch, therefore students are
appropriately charged for their meal depending on their meal status of either free,
reduced, or paid.

One intent of Provision 2 is to reduced the administrative burden on schools and
households. If a school is operating Provision 2 at both breakfast and lunch, the
school no longer needs to distribute, collect, and determine the free and reduced
price meal applications from families. But note, if the school is only operating
Provision 2 at either breakfast or lunch, but not both, applications are still needed
from the households in order to correctly count and claim the students during the
meal service that is not operating Provision 2. During the Provision 2 meal service
meal counts by type are not needed, as only the total count of all reimbursable
meals served is needed. This can ease some administrative duties at the Point of
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Service. At the end of the month, only the count of the total meals served for the
Provision 2 program is entered in the claim; a breakdown of free, reduced and paid

meals is not needed for the claim. This can then ease some administrative duties in
the claims process for the school.



Provision 2 Overview

* Four year cycle
* Extension
* Return to standard/traditional procedures at any time

* Year 1, BaseYear
* All children eat for free
* Applications collected and determined
* Meal counts and claims done based on child’s status

* Year2,3, 4
* No new eligibility determinations (if operating at both breakfast and lunch)
* Only count total number of meals served

* Reimbursement based on established claiming percentages determined during the base
year

These topics will be covered in more detail later in the presentation, but here is a
very basic overview: Provision 2 operates on a 4-year cycle. Schools may extend their
Provision 2 after 4 years if the income level of the school’s population has remained
nearly the same or decreased. Schools may also return to standard procedures at any
time, if Provision 2 is not working out.

The first year is known as the base year. During this year, all students eat for free but
there is no change in the administrative duties the school is doing behind the scenes.
Free and reduced price meal applications are still collected and determined and meal
counts are still taken at the point of service. Claims are submitted based off the meal
counts of free, reduced, and paid meals served.

But in years 2, 3 and 4 of the 4 year cycle, if a school is implementing Provision 2 at
BOTH breakfast and lunch the school no longer needs to collect meal applications. If
only implementing the provision for one meal service, applications are still needed
during years 2, 3, and 4. The meal counting and claiming process does change for the
Provision 2 meals service in years 2, 3, and 4; children do not need to be counted by
their status of free, reduced or paid at the point of service. The school only needs to
count the total number of meals served during the provision meal service. The total



number of meals served is entered in the claim at the end of the month. Claiming
percentages, determined during the base year, are applied to all claims during years
2,3 and 4.



Base Year

Remember:

* During the first year of Provision 2, the base year, the school serves
all children meals at no charge regardless of the children’s free,
reduced price, or paid eligibility category, but otherwise operates
the meal program under standard counting procedures

* All base year records MUST be retained for the entire period that
the school operates under Provision 2 (base year plus all
extensions), plus three years, or longer if there are audit findings
and until resolution of the findings

Provision 2 allows schools to establish claiming percentages and to serve all meals at
no charge for a four year period. Provision 2 does not require a certain percentage of
free and reduced price eligible children in order to qualify. However, the school must
be prepared to pay the difference between the Federal reimbursement and the cost
of providing free meals from sources other than Federal funds. Provision 2 may be
implemented for a breakfast program and/or a lunch program, but new applications
must be obtained each year and categorical meal counts taken for any meal program
not operating under Provision 2. Differing breakfast and lunch claiming percentages
are used if both meals operate under Provision 2.

As touched on in earlier slides, one of the most important concepts to remember
about a base year is that during the base year, the school serves all children meals at
no charge regardless of the children’s free, reduced price, or paid eligibility category,
but otherwise operates the meal program under standard procedures. Next we will
go through the process of conducting a Provision 2 base year.

Another important detail is that base year records must be kept on file during the
time the school is on Provision 2, plus an additional three years after stopping
Provision 2 (or longer than three years if there are audit findings and until resolution



of the findings). A list of base year records to keep will be provided during this
presentation.



Base Year

* Same as standard meal counting/claiming procedures
Free and reduced price meal applications distributed
Eligibility determinations made
* Notify households of meal status determination
Verification process required
Direct Certification (DC) duties completed
Student meals counted and claimed by status (free, reduced, paid) at point of
service (POS)

Monthly reimbursement based on actual meal counts of free, reduced, paid
meals served

* Application determinations needed ifoperatini Provision 2 at

breakfast only OR lunch only OR at BOTH breakfast and lunch

There are several similarities between operating a Provision 2 base year and
operating a standard, or non-Provision 2, school meal program. The school district
must still perform Direct Certification duties. Families must still submit meal
applications if they would like to receive free or reduced price meal benefits based on
household income, and the school must determine the applications. An updated list
containing the eligibility status of all children in the school must be maintained; this
list is known as the benefit eligibility list. Households must still be notified of their
children’s determined status. This may be confusing to some families, especially if a
school is going to implement Provision 2 at both breakfast and lunch. For example,
even though a family is notified that their child qualifies for reduced price meals, they
will also be notified that all students will eat meals at no cost. Schools can decide the
best way to communicate with their families; for example they may customize the
notice of benefits letter sent home to parents, or give a presentation at back to
school night.

The process of verifying a sample size of meal applications by requesting households
submit proof of income, is also required during a base year.

During meal service, the staff must count all meals served according to the student’s
eligibility status (free, reduced, or paid). Every month the actual counts of free,
reduced, and paid meals are entered into the State’s electronic claiming system and



the school receives reimbursement on this actual number of free, reduced, and paid
reimbursable meals served.

Please note, if a school is only operating Provision 2 at breakfast but not lunch, or
vice versa, free and reduced price meal applications and all associated eligibility
determination activities, including maintaining a benefit issuance list and completing
verification, will still be required regardless if it’s a base or year 2, 3 or 4 of a Provision
2 cycle. As during the meal service that is NOT on Provision 2, the eligibility status of
children must be known in order to count and claim meals accurately.



Base Year

* Additional school food authority (SFA) requirements:

* Notify the State agency via email that you are considering Provision 2 and
indicate it during application for renewal

* Notify the public that school meals are available at no charge
» Complete claiming edit checks
» Complete the point of service counting review

Retain base year records on file

Additionally, there are other tasks the SFA must complete during a base year. Please
note, most of these are no different than tasks a school must complete whenever
they are operating the NSLP or SBP, and are not specific to only schools operating
Provision 2. Schools must notify the State agency if they wish to implement a
Provision 2 program. The State agency may not approve the implementation of a
Provision 2 program if there are concerns with the school’s ability to accurately
complete the benefit issuance, meal counting, or meal claiming process. Just as is
done every year, a public release is required, but when operating Provision 2, parents
must be notified about the availability of meals at no charge. The Idaho State
Department of Education has public release templates that may be customized to the
different situations that can occur at schools. For example, the public release to use
may be the “National School Lunch Program and Provision 2 Free Breakfast Program”.
This would be appropriate for a school that is offering Provision 2 free breakfast to all
students, but operating the standard lunch program for which students are charged
for meals based on their eligibility status. No different than any year, claiming edit
checks must be in place during a base year to ensure the claim entered for
reimbursement is correct. And again, no different than any year, the point of service
counting reviews must be completed at schools during their base year.



Base Year

* Establishing claiming percentages

* Percentages represent the ratio of each meal category (free, reduced,
paid) to total reimbursable meals served during the base year (annual
percentages)

* Percentages applied to the total monthly breakfast/lunch count in non-
base year

* Established at end of base year, after final claim submitted

* Applied to claims during four year Provision 2 cycle and SA approved
extensions

The cornerstone of the base year process is to establish accurate claiming
percentages that will then be utilized during the remaining 3 years of the school’s
Provision 2 cycle, and longer if the program is extended. The claiming percentages
refer to the ratio of each meal category- free, reduced, and paid- to the total number
of meals served at the school. For example, if 1000 breakfast meals were served over
the course of the year at a school, and 850 of those meals were served to children
eligible for free meals, the free percentage of that school would be 85%. The
averaged claiming percentages are not used in any of the claims during the base year,
but they are applied to every single Provision 2 monthly meal claim in years 2, 3, and
4 of the provision cycle. The state of Idaho determines annual claiming percentages
for schools, so therefore these percentages are determined at the end of the base
year, after all meals have been served and the final claim for reimbursement has been
submitted. Schools utilize claiming percentages unique to each school, based on the
free, reduced, and paid meals served during the base year at that specific site. If a
school is operating Provision 2 at both breakfast and lunch, the claiming percentages
will be unique to each breakfast and lunch, they will not use the same percentages
for both programs.



Base Year

* Calculating claiming percentages
* Based on total number of reimbursable meals served over entire base year

* Process
* Add each month’s meal counts for each meal type- free, reduced, paid
* Divide annual number of meals served for each lunch type by annual
number of meals served

MyldahoCNP will calculate the base year percentages after the final claim for
reimbursement is submitted, but it’s important to understand how the percentages
are calculated. They are based on the total number of reimbursable meals served
over the entire base year, for the school on Provision 2. The meal counts from each
month over the base year are totaled together. A total meal count is calculated as
well as total counts for each meal type served over the entire base year- free,
reduced, and paid meals. The total number of meals of each meal type (free, reduced,
paid) is divided into the total number of all meals served, to determine the

percentages.
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Base Year

Base Year

Blue Sky school served the following meals during their base year for operating a Provision 2 breakfast
program:

Free breakfasts 14, 652 72.2%
Reduced breakfasts 2,472 12.2%
Paid breakfasts 182 15.6%
Total breakfasts served 20,305 100%

Durmgf Sef)tember of Year 2, they served 2,255 breakfasts. The breakfast reimbursement received by the
school will be:

Free breakfasts 1628 (72.2% x 2,255)
Reduced breakfasts 275 (12.2% x 2,255)

Paid breakfasts 352 (15.6% x 2,255)

Total 2255

Let’s look at an example of how the base year claiming percentages are calculated
and then applied during the non-base years. Blue Sky school is in Year 2, so a non-
base year, of a Provision 2 breakfast program. Looking at September in year 2, Blue
Sky served 2,255 total breakfasts. So using the claiming percentages, the school will
receive reimbursement for 1,628 free breakfasts, which is 72.2% of the 2,255 total
breakfasts served; reimbursement for 275 reduced breakfasts and 352 paid
breakfasts. The application of these meal claiming percentages is done automatically
by the claiming system. The school does not need to do the math, they only need to
enter the total number of meals served that month for the Provision 2 program.

So how were these claiming percentages of 72.2%, 12.2%, and 15.6% that are being
applied to Blue Sky’s claim established? During the base year, free and reduced price
applications were collected and children were determined to either be eligible for
free, reduced, or paid meals. At the end of the school year, all breakfast meals served
were totaled, showing 14,652 meals were served to children eligible for free meals,
2,471 served to children eligible for reduced meals, and 3,182 served to children
eligible for paid meals.

Based on the total free, reduced, and paid breakfasts served during the base year,
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72.2% of the breakfasts served were free, 12.2% were reduced and 15.6% were paid
meals. The State agency will calculate the claiming percentages for a school based off
the school’s claims they have submitted over their base year.

As shown, following the base year, these percentages will be applied to the total
breakfast count for Blue Sky school at the end of each month, when the claim is
entered into the State’s electronic meal claiming system.
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National School Lunch Program

L1. Authorized Sites Participating:
L2. Total Monthly Attendance:
L3. Number Operating Days:
L4. Reimbursable Lunches Served
a. Free Lunches Served:
b. Reduced Price Lunches Served:
c. Paid Lunches Served:

d. Total Lunches Served (a + b + ¢):

School Breakfast Program (Severe Need Reimbursement)

N1. Authorized Sites Participating:

N2. Total Monthly Attendance:

N3. Number Operating Days:

N4. Reimbursable Breakfasts Served Provision 2%
a. Free Breakfasts Served: 72.200000 %
b. Reduced Price Breakfasts Served: 12.200000 %

c. Paid Breakfasts Served: 15.600000 %

d. Total Breakfasts Served (a + b + ¢): 100.00000 %

Here is a shot of a monthly claim from MyldahoCNP. This school is operating
Provision 2 at breakfast only, as you can see there are no claiming percentages in the
lunch portion of the claim. You can see the Provision 2 claiming percentages that
have been applied to this school’s breakfast total. These same claiming percentages
will show up on every non-base year monthly breakfast claim for this school during
the Provision 2 cycle, and even longer if the school files extensions. The claiming
percentages do not change, unless a school conducts a new base year, and therefore
establishes new claiming percentages. All the school must do is enter the total
number of breakfast served into the monthly claim.
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Base Year Recordkeeping

SA approval/extension notification, if prior to application approval in MyldahoCNP
Attendance area documentation or boundary map, may be located in District office
Socioeconomic data of school population: State Direct Certification lists

Categorically eligible student data including certified lists for DC siblings, homeless,
migrant, runaway, & foster students; signed by the appropriate liaison

Benefit issuance list including any changes in eligibility

Calculation of claimin%&ercentages or RACs based on claims entered and automatically
calculated in MyldahoCNP

All approved free & reduced applications

All denied applications

Verification file - validate any changes in eligibility on the benefit issuance list
Monthly claims with backup, CNP20oo or MyldahoCNP claims with daily roster
Daily meal counts by student name and eligibility

Public release announcing free breakfast, free lunch, or free breakfast and free lunch

All school meal program documents from the base year must be kept on file as long
as the school is operating Provision 2, even past extensions. If a school stops their
Provision 2 program, the base year documents must be retained for 3 years after the
final claim for reimbursement is submitted that used base year data (or longer if
there are audit findings and until resolution of the findings). The documents listed on
this slide must be retained. The State agency will go through a school’s base year
documents during the Administrative Review process.
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Base Year

* Financial Considerations
* No payment from families for reduced and paid meals

* If money is lost from being on this program, General Funds will have to
make up the difference

* May balance out in non-base years

It’s important to note, because all students are eating for free during a base year, and
all subsequent years when Provision 2 is in effect, no families are being charged for
Provision 2 meals, and therefore the revenue normally generated from payments for
reduced and paid meals will not be received into the nutrition department account.
This may present an opportunity for decreased revenue during the base year, as
meals are still being claimed at the actual rate of free, reduced, and paid meals
served. The school must be prepared to pay the difference between the Federal
reimbursement and the cost of providing free meals from sources other than Federal
funds. It is likely, as long as the free and reduced claiming percentages established
during the base year are high enough, that schools will come out financially ahead
running Provision 2 programs in the long run, thanks to the consistent claiming
resulting in consistent reimbursement amounts as well as decreased administrative
costs.
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Non Base Years

* Years 2, 3, 4, and any extension years (four years)
* Meals at no charge for the program operating provision
* Count total number of meals served only

* No applications or benefit issuance only if provision at breakfast
AND lunch

Years 2, 3, and 4 of the Provision 2 cycle and any years beyond year 4 in which
Provision 2 has been extended are referred to as non-base years. During the non-base
years, Provision 2 schools continue to offer meals at no charge to all children and
count only the total number of meals served to children. The application and benefit
issuance process is not needed in non-base years only if a school is operating
Provision 2 at both breakfast and lunch. Schools operating Provision 2 during
breakfast only or lunch only still need to collect and determine free and reduce price
meal applications, and maintain a master benefit issuance list of all students.
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Non Base Years

* Public notification
* Point of service counting review

Provision 2 at Breakfast and Lunch
* No distribution of meal applications
* Direct Certification requirements: complete DC between Oct 15-30

Non base years include some similar requirements as base years, and standard meal
programs. A public release, notifying the community of the availability of free meals
at the schools, must be issued annually. Again, see the template provided by the
State to select a release that is appropriate for the situation of your school district.
The two annual point of service counting reviews must be done at all schools,
regardless of Provision 2 status or year of provision cycle.

Schools implementing Provision 2 at both breakfast and lunch will no longer
distribute meal applications.

Direct certification must be completed annually between October 15-30.
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Non Base Years

* Meal counting
* Total count of reimbursable meals
* Count of meal type- free, reduced, paid- not required
* Counter, tally sheet
* Daily meal counts totaled at end of month
* Claiming percentages applied to total monthly meal count

* Reimbursement

* Free, reduced, paid reimbursement determined by applying claiming
percentages

Let’s look a little closer at meal counting and reimbursement during non-base years.
During non-base years, Provision 2 schools count the total number of reimbursable
meals at the point of service on a daily basis. Meal counts by type- free, reduced, and
paid- are not required. Therefore, student ID numbers, student names, and other
forms of exchange that identify a child’s eligibility status to the cashier are not
required. A school may use a tool like a manual counter clicker or tally sheet to count
how many meals are served. An established meal counting system is required, to
ensure accurate meal counts are taken.

At the end of the month, the daily meal counts for the Provision 2 schools are
totaled. The claiming percentages, established during the base year, are applied to
the monthly meal total.

Schools then receive reimbursement based on the breakdown of free, reduced, and
paid meals determined by the claiming percentages.
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Provision 2 Considerations

* Increase meal participation during the base year

* Average free, reduced, and paid participation rate

* No payment from families for reduced and paid meals
* Nutrition services staffing

* State agency abbreviated base year review

* Directly Certified rate, CEP option

Provision 2 is an excellent option for many schools. But just like any significant change
to a process, a school should evaluate some things to ensure Provision 2 is a good
option, and be sure they are in a position to successfully implement it.

It is beneficial if schools can achieve an increase in meal participation during their
base year, specifically with children who qualify for free and reduced price meals. The
higher the volume of free and reduced price meals served, the higher the claiming
percentage of free and reduced, which is important from a reimbursement and fiscal
standpoint. Provision 2 may not be the best option financially, if a school has a very
high percentages of students who qualify at the paid status eating meals, and lesser a
amount of students who qualify at free and reduced status eating meals.

Looking at a school’s average free, reduced, and paid participation rate can be
helpful. And marketing the meal program to all families, but specifically focusing on
high need areas in the community, may help increase participation during the base
year.

Looking at the staffing of school kitchens can be helpful. If a school only has one staff
member present in the mornings, and that person must cook, serve, and run the POS,
a Provision 2 breakfast may ease some of those duties. When students only need to
be counted as they receive a reimbursable meal, but not identified by name or ID
number, the POS process can be simplified, easing some of the burden on staff during
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non-base years.

It’s also important to know that a school will receive a State agency abbreviated base
year review if the school is establishing a base year. Because it is critical that accurate
meal counting and claiming procedures are done during the base year, the State
closely monitors these schools.

The CEP option has some similarities to Provision 2 in that all students eat meals for
free and the meal counting and claiming process is simplified. But the claiming
percentages are based on a school’s number of Directly Certified students, among
some other differences between CEP and Provision 2. If your school has a high DC
rate, it may be worthwhile to look at the CEP option.
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Additional Information

USDA Provision 2 Guidance

http://www.fns.usda.gov/sites/default/files/provaguidance.pdf

For much more information regarding Provision 2 programs please refer to the
USDA’s Provision 2 Guidance manual. The link to the manual is provided here, but
this manual can easily be found by going to the USDA Child Nutrition Programs
homepage and searching for “Provision 2 guidance.”

Remember USDA has issued memos clarifying some of the procedures in Provision 2
guidance, so if you have a question on the manual, please call the State agency at
332-6820.
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Thank you!

Idaho State Department of Education
Child Nutrition Programs

208-332-6820

Thanks you for viewing this presentation. If you have any questions about this
information or Provision 2 programs, please contact the Child Nutrition Programs
office at 332-6820.

20



In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights regulations and policies, the
USDA, its Agencies, offices, and employees, and institutions participating in or administering USDA programs are prohibited
from discriminating based on race, color, national origin, sex, religious creed, disability, age, political beliefs, or reprisal or
retaliation for prior civil rights activity in any program or activity conducted or funded by USDA.

Persons with disabilities who require alternative means of communication for program information (e.g. Braille, large print,
audiotape, American Sign Language, etc.), should contact the Agency (State or local) where they applied for

benefits. Individuals who are deaf, hard of hearing or have speech disabilities may contact USDA through the Federal Relay
Service at (800) 877-8339. Additionally, program information may be made available in languages other than English.

To file a program complaint of discrimination, complete the USDA Program Discrimination Complaint Form, (AD-3027) found
online at: http://www.ascr.usda.gov/complaint_filing_cust.html, and at any USDA office, or write a letter addressed to USDA
and provide in the letter all of the information requested in the form. To request a copy of the complaint form, call (866) 632-
9992. Submit your completed form or letter to USDA by:
(2) mail: U.S. Department of Agriculture

Office of the Assistant Secretary for Civil Rights

1400 Independence Avenue, SW

Washington, D.C. 20250-9410;
(2) fax: (202) 690-7442; or
(3) email: rogram.intake @usda.gov.

USDA Child Nutrition Programs recognize the following protected classes: race, color, national origin, sex, age, and disability.

This institution is an equal opportunity provider.
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