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FPP: Chart of Accounts Discussion Item:  Food Service Fund Change

1. Question or Issue:

	Should the State required treatment of the Food Service Fund for districts that are School Food Authorities (SFA) be changed from the current Enterprise Fund (Fund 51) treatment to that of a Special Revenue Fund treatment?


2. Any Prior FPP Action:
	Fund 51 – Food Service Fund is currently required to be used if the district receives USDA school breakfast/lunch money.


3. Discussion Points/Department Recommendation or Observations (if any)::
	The Department researched the possible shift of the Food Service Fund operations from an Enterprise Fund treatment to a Special Revenue Fund treatment.  This research was performed, in large part due to the possible major negative impact to the Enterprise Food Service Fund with the implementation of GASB changes.  Other considerations also factored into the proposed change.
Under GASB, a Special Revenue Fund requires specific restricted or committed resources to be the foundation for such a fund.  The current resources of a food service operation qualifies for Special Revenue Fund consideration.

If the FPP approves a change from an Enterprise Fund to a Special Revenue Fund, the next consideration would be the availability of fund codes within the Special Revenue Fund series of Fund 21 to Fund 29.  A previous analysis revealed that each of the non-bolded fund codes (Fund 26 to Fund 29), are optionally being used by various districts currently.  Fund 26 is being used by 38 districts; Fund 27 by 16; Fund 28 by 10; and Fund 29 by 9.

As it is desirable to maintain fund codes within the Special Revenue Fund series of Fund 21 to Fund 29, the Department analyzed the possible conversion of Fund 21 – Capital Reserve Special Revenue Fund.   Under GASB 54, the use of Fund 21 was limited to spending down restricted funds held by Fund 21 as of June 30, 2008.   As of June 30, 2013, 10 districts continued to report an ending fund balance within their Fund 21.  Seven of these 10 districts appeared to be providing for the spend-down of their remaining funds in Fund 21 within their FY13-14 budgets.  Two districts continue to transfer funds into their Fund 21, and together with the remaining district, the Department would work with these districts to switch their Fund 21 activities to Fund 43 – Capital Reserve Capital Projects Fund.


4. FPP Action, Decision Made:
	Recommendation:

In order to align the compliance, accounting, and reporting of the federal grant program that is the Food Service Fund, the required basis of accounting to be used by the Food Service Fund shall be the modified accrual basis of accounting, and such fund shall be isolated as a special revenue fund effective for the fiscal year beginning July 1, 2014 and beyond.

Therefore, effective with the FY14-15 reporting, the Food Service Fund must be reported as a special revenue fund, as Fund 21.  In addition, the current Fund 51 will be unusable for data pipeline reporting beginning with FY14-15.

The Food Service Fund (Fund 21) will continue to be required for entities that are considered to be School Food Authority’s (SFA) by the Department, and such fund shall not be used by non-SFAs.

Additional clarifications:

The Department will support districts with the necessary conversion from their current Capital Reserve Special Revenue Fund (Fund 21) to the Capital Reserve Capital Projects Fund (Fund 43) as of June 30, 2014.

Some districts/entities may determine that the Enterprise Fund treatment of the Food Service Fund is appropriate for external financial reporting purposes.  In those occasions where the special revenue fund reporting of the Food Service Fund does not match the basic financial statement presentation, supplemental schedules must be provided within the audited financial statements to demonstrate legal and federal program compliance.  These supplemental schedules, when applicable shall be subject to the “in relation to” opinion by the independent auditor and shall be used as the basis for determination of when a federal award has been expended for the Schedule of Expenditures of Federal Awards, if required to be presented.




5. Further Action/Research Needed/Table for Future Meeting:

	FPP Sub-Committee group was convened on April 4, 2014 for discussion, review, and recommendation back to the full FPP membership.


6. Effective Date:
	For FY14-15 reporting.
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