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Auditor’s Perspective on 
Compliance and Audit Issues 

in the Food Service Fund



Compliance Resources

Federal Compliance Supplement: 

https://www.whitehouse.gov/wp-
content/uploads/2023/05/2023-
Compliance-Supplement-
%E2%80%93-2-CFR-Part-200-
Appendix-XI.pdf

State Audit Manual

https://www.michigan.gov/mde/ser
vices/financial-
management/audits

https://www.whitehouse.gov/wp-content/uploads/2023/05/2023-Compliance-Supplement-%E2%80%93-2-CFR-Part-200-Appendix-XI.pdf
https://www.whitehouse.gov/wp-content/uploads/2023/05/2023-Compliance-Supplement-%E2%80%93-2-CFR-Part-200-Appendix-XI.pdf
https://www.whitehouse.gov/wp-content/uploads/2023/05/2023-Compliance-Supplement-%E2%80%93-2-CFR-Part-200-Appendix-XI.pdf
https://www.whitehouse.gov/wp-content/uploads/2023/05/2023-Compliance-Supplement-%E2%80%93-2-CFR-Part-200-Appendix-XI.pdf
https://www.whitehouse.gov/wp-content/uploads/2023/05/2023-Compliance-Supplement-%E2%80%93-2-CFR-Part-200-Appendix-XI.pdf
https://www.michigan.gov/mde/services/financial-management/audits
https://www.michigan.gov/mde/services/financial-management/audits
https://www.michigan.gov/mde/services/financial-management/audits


Compliance Requirements



Consider Clusters



Internal controls & 
compliance

Plan for low assessed level control 
risk

• Not required to achieve

Determine what to test
• Use compliance supplement
• Get SEFA before start fieldwork

Testing of internal control over 
compliance

• Based on planned assessed level of 
low control risk

Sample for compliance
• One sample for multiple objectives 

with same population
• Activities allowed
• Allowable costs
• Special tests (?)

Be familiar with sampling 
requirements to know you tested 
enough to issue an opinion on 
compliance



Internal controls & 
compliance

Nuclear samples
• Make certain sample is 

chosen from correct 
population

• If answers are “N/A”, chances 
are good the sample was 
selected from the wrong 
population

Noncompliance
• Why?
• Typically, noncompliance is a 

result of poor internal 
controls

• Even if step is not a control 
step, if its noncompliance 
consider whether there is a 
significant deficiency or 
material weakness



Activities Allowed or Unallowed 
and Allowable Cost Principles

Compliance Information

Reimbursement calculated by 
applying the applicable number 
of meals times a rate

Can only use those funds on 
allowable operating and 
administrative costs.  (Must have 
documentation to show it is 
allowable, invoices, time sheets, 
etc.)

Testing

Test disbursements (direct costs)

Test payroll (direct costs)

Test indirect cost 
calculations/transfers out of food 
service fund

Test that policies and procedures 
are followed and in compliance 
with 2 CFR 200



Eligibility

Compliance Information

Districts should be familiar with 
eligibility requirements and retain 
documentation to show they 
have been met

Testing

Testing of annual 
certification/application and 
determination of eligibility or 
Community Eligibility Provision

Testing of direct certification 
report procedures



Procurement, Suspension 
and Debarment

Compliance Information

District should follow their 
purchasing policies and 
procedures which should align 
with Federal compliance 
requirements

Testing 

Determine policies and 
procedures comply with federal 
and state requirements

Tested in conjunction with 
disbursement testing typically. 



Reporting

Compliance Information

Claim reimbursement requests 
should agree to district data

Testing

Test claims for accuracy and 
timely submission



Special Tests and Provisions

Compliance Information

1. Verification of Free and Reduced Price 
Applications

a. Districts should select and verify a required 
number of applications for  testing

2. Accountability for USDA- Donated foods
a. Only required for recipient agencies not SFA’s  

(School Food Authority) and SFSP sponsors 
(Summer Food Service Program)

3. Non-profit School Food Service 
Accounts

a. Required to account for all revenues and 
expenditures in accordance with federal and 
state requirements

4. Paid Lunch Equity calculation

Testing
1. Test that the required verification was 

done

2. N/A

3. Observe trial balance and accounting 
records to determine  commingling has 
not occurred.   Consider excess fund 
balance 

4. Test paid lunch equity calculations to 
verify prices are being adjusted when 
required



Auditor’s Perspective on How 
to Navigate Audit Findings



Single Audit Report
• Report on financial statements (opinion)
• Report on internal control over financial reporting and on 

compliance and other matters based on an audit of financial 
statements performed in accordance with Governmental 
Auditing Standards (no opinion)

• Report on compliance for each major program; report on 
internal control over compliance; and report on schedule of 
expenditures of federal awards required by the Uniform 
Guidance (opinion on compliance; no opinion on control; in 
relation to opinion on SEFA)



Internal control over financial reporting

• Report, not opinion
• Lists significant deficiencies and material weaknesses over 

financial reporting (financial statements as a whole)
• List material noncompliance to the financial statements



Report on compliance over each major program

• Opinion on compliance
• Per major program
• Qualify opinion if noncompliance is material in relation to the compliance 

requirement for the program
• Report on internal control over compliance

• Material weaknesses and significant deficiencies over a compliance 
requirement in a major program



Single audit report

• Schedule of expenditures of Federal awards (SEFA)
• Schedule of findings and questioned costs
• Summary schedule of prior audit findings
• Corrective action plan

• Prepared by client if there are findings



Control deficiency

• Likelihood of noncompliance – if there was ANY noncompliance 
related to this control, likelihood is reasonably possible

• Magnitude exposed to deficiency
• What was the control deficiency?
• What is the magnitude of the population exposed to this deficiency?
• Are there other controls that might catch noncompliance?
• When you look at the magnitude of the population combined with other 

controls, how does the potential dollar amount of noncompliance that 
isn’t found match up to materiality?



Known questioned costs

• Amount that did not meet compliance standard that we tested
• For something like salaries, includes the fringes and indirects as well

• Consider materiality for reporting purposes
• If > program materiality, material noncompliance and qualified report
• If > $25,000, must list as noncompliance
• If > Financial Statement “trivial”  amount, need to consider if an 

adjustment to the financial statements may be needed
• We are not making legal judgments; questioned cost is not the 

same as client being required to repay



Likely questioned costs

• You have some amount of known questioned costs
• Extrapolate from sample to population

• Document this calculation
• Known questioned costs / total amount of sample * total amount of 

population sample was drawn from
• If likely questioned costs are > $25,000, must list a finding

• Only put the actual KNOWN questioned costs in the finding as a 
questioned cost
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What to do with deficiencies

• Control versus compliance
• Financial statement versus major program
• Evaluate dollar impact both individually and in aggregate
• Evaluate for potential need for adjustment



Deviations

GAS Control

• Significant 
Deficiency

• Material 
Weakness

• Affects basic 
financial 
statements

GAS Compliance

• Material, to the 
basic financial 
statements, 
noncompliance

SA Compliance

• Noncompliance 
with 
compliance 
requirement for 
a major 
program 
(material or 
questioned 
costs > $25K)

SA Control

• Significant 
Deficiency

• Material 
Weakness

• Affects major 
program



GAS finding
• Finding number (if client has Single Audit)
• Type of Finding
• Criteria or specific requirement

• Compliance – what is compliance requirement including where it comes from
• Control – what is prudent control

• Condition
• What did the district do or not do
• Context

• Background information necessary to see why district did it this way or to see the true 
effect

• Effect
• Why does it matter district did it wrong



GAS finding
• Cause

• Why didn’t the district comply
• Why didn’t controls work

• Recommendation
• Go forward basis how does auditor suggest the district prevent it
• If applicable, how does the district fix the existing problem

• Views of responsible officials and planned corrective action plan
• Does district agree it’s a problem (views)
• What are they doing about it (corrective action) 

• Separate district prepared document
• Need both



Federal award finding
• Finding number
• Program Assistance Listing number
• Assistance Listing program title
• Name of Federal Agency
• Federal award number
• Federal award year
• Name of pass-through entity
• Compliance Requirement (header)
• Type of finding (header)



Federal award finding
• Criteria or specific requirement

• Same as GAS
• Condition

• Same as GAS
• Context

• Same as GAS

• Questioned costs and how computed
• $ amount that MAY be wrong; how calculated

• Effect
• Same as GAS

• PY Finding number



Federal award finding
• Recommendation

• Same as GAS
• Views of responsible officials and planned corrective action plan

• Same as GAS



Corrective action plan (UG)

• On client letterhead signed by responsible official(s)
• Include:

• Name of contact person responsible for corrective action
• Corrective action planned
• Anticipated completion date

• If client believes no corrective action is warranted, include:
• Explanation
• Specific reasons



Common Findings in Recent Years

• Excess Fund Balance (Typically a management comment not a 
finding)

• Procurement



MDE’s Perspective on 
Compliance and Audit Issues 

in the Food Service Fund



Compliance and 
Audit Issues in the 
Food Service Fund

• Internal Control 
Procedures

• Meal Counting and 
Claiming

• Eligibility

• Excess Fund Balance 
(Management Comment)

• Procurement

• Self-Monitoring

April 24, 2024 34



MDE’s Perspective on How to 
Navigate Audit Findings



• After sponsors have electronically submitted 
audit packages, MDE will proactively contact the 
sponsors if any Single Audit Finding(s) are 
identified

• You will be asked to submit some or all the 
following to MDE:
a) Corrective Action Plan with verification of 

the completion date and how you will remain 
compliant going forward

b) Adjusting journal entry and other backup, if 
applicable

c) Updated detailed internal controls, policies 
and procedures

d) Additional information, as requested

• MDE will follow up with Sponsors as necessary 
to get the required documentation. 

How do you 
navigate audit 
findings?



Financial Reporting Best 
Practices



SEFA – Requirements Federal Level

• Individual Federal programs listed by Federal agency; grouped 
by cluster (even if only 1 Assistance Listing number)

• For awards received as a subrecipient:
• Name of pass-through entity
• Identifying number assigned by pass-through entity

• Total Federal awards expended for each individual Federal 
program/cluster

• Assistance Listing number (or other identifying number when 
Assistance Listing number not available)



SEFA – Additional Elements MDE

• Approved amount of award/grant
• Source code and project number
• Accrued or unearned revenue July 1, 20X0
• Prior year cumulative actual expenditures from Federal sources
• Current year cash or payments in-kind received from Federal 

sources
• Current year actual expenditures from Federal sources 

(required at Federal level)



SEFA – Additional Elements MDE

• Accrued or unearned revenue June 30, 20X1
• Adjustments to prior year awards, expenditures and balances 

including transfers (explain in footnotes)
• Schedule of Federal awards provided to subrecipients

• Subrecipients’ program title and project number
• Assistance Listing number of Federal program
• Subrecipient award or contract amount
• Current year cash transferred to subrecipient
• Current year Federal expenditures reported by subrecipients
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Example SEFA – Audit Manual
41
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PY SEFA example – when continuing grant

42
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CY SEFA example
43



MDE Annual Financial Reporting Requirements 
for Sponsors

Financial Information Database (FID)  
School Meals Report

• Local Education Agencies (LEAs)
• Intermediate School Districts (ISD)
• Public-School Academies (PSA) 
• Reporting Period July 1-June 30

Child Nutrition Program Year End 
Report (CNP-YER)

• Private Schools
• Residential Child Care Institutions 

(RCCI)
• Reporting Period July 1-June 30

44

CEPI -  (michigan.gov) MIND Application

• Key Financial Data Directly into the CNP-YER                                           
• Attach Corresponding Supporting Detailed 

General Ledger    

• Upload Financial Data using CEPI Application  
• Data Complies with the Michigan Public School 

Accounting Manual Chart of Accounts                                                
   

April 24, 2024

https://www.michigan.gov/cepi/0,4546,7-113-986_10484---,00.html


Financial Information Database (FID) 
School Meals Report

Reporting Period SY 23-24
Opens September 2024
Closes November 2024

Accounting resources
Michigan Public School Accounting 

Manual provides Public Schools, ISDs, 
and PSAs with a consistent method 
for recording financial accounting 
transactions which can be found on 
the MDE website at the Michigan 
Public School Website 

45April 24, 2024

https://www.michigan.gov/mde/0,4615,7-140-6605-21321--,00.html
https://www.michigan.gov/mde/0,4615,7-140-6605-21321--,00.html


Benefits of 
Financial 
Reporting

Stay compliant with 
Federal, State and local 

agencies

Improves Decision Making 
to Operate the Food 

Service Program

Reflects the true status of 
the Food Service Fund

Budgeting/Forecasting

46

April 24, 2024
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Click to edit Master title style

Revenue

Fund 
Balance

Indirect 
CostCPM

Expenditures

FID School Meals 
Report Overview



Food Service 
Revenue 
Coding 

Structure

48

Fund Code 
25

1

Major 
Class Code

2

Grant 
Code

3

Function 
Code 297

4



FID School Meals Report      
Fund Balance

49

Identify Excess Fund Balance by 
Comparing Ending Fund Balance to 
Allowable Fund Balance

Allowable Fund Balance = Total Program 
Expenditures w/o Capital Outlay / 9 
Operating Months ) x 3

EFB Calculation Worksheet Calculation 
Worksheet

April 24, 2024

https://www.michigan.gov/mde/-/media/Project/Websites/mde/2022/Fiscal/Net-Cash-Resources-Calculation-Worksheet-School-Sponsors-2022.xlsx?rev=1ca7bd9307614bb6905b59150c66d54f&hash=353807CE2C27FC46A0FE8D46C80E431F
https://www.michigan.gov/mde/-/media/Project/Websites/mde/2022/Fiscal/Net-Cash-Resources-Calculation-Worksheet-School-Sponsors-2022.xlsx?rev=1ca7bd9307614bb6905b59150c66d54f&hash=353807CE2C27FC46A0FE8D46C80E431F


FID School Meals 
Report 

Indirect Cost

This template may be used for 
calculating or verifying Indirect 
Costs Allowable Amount taken on 
the FID Schools Meal Report.

Located on our website- Indirect 
Cost Template

Guidance Indirect Cost Guidance 
(SP-60-2016)

April 24, 2024 50

https://www.michigan.gov/mde/0,4615,7-140-66254_72817-544741--,00.html
https://www.michigan.gov/documents/mde/MDE_Indirect_Cost_Calculations_Template_688170_7.xlsx
https://www.michigan.gov/documents/mde/MDE_Indirect_Cost_Calculations_Template_688170_7.xlsx
https://www.fns.usda.gov/indirect-cost-guidance
https://www.fns.usda.gov/indirect-cost-guidance


FID School Meals Report 
Cost per Meal 

51

14.74%

April 24, 2024



Food Service Expenditure 
Coding Structure

Object

Object 
Code

Fund

Fund 
Code 25

Grant

Grant 
Code

April 24, 2024 52

Code all “breakfast” 
expenditures to the SBP 
grant code of 850X

Code all “lunch” expenditures 
to the NSLP grant code of 
851X 

“All Other Programs” column 
of the FID School Meals 
Report



FID School Meals Report Grant Codes 
Revenue and Expenditures

53

 781x   USDA Commodities
 782x   USDA Bonus
 850x   National School Breakfast
 851x   National School Lunch
 852x   National School Lunch Special Milk
 853x   Child Care Food Program (CACFP)
 856x   Fresh Fruit and Vegetable Program
 858x   Summer Food Service Program
 860x   Team Nutrition Training Program
 861x   National School Lunch After School Care 

 Snack Program  
 862x   USDA Farm to School Grant
 863x   USDA Nutrition Discretionary Grants 

 (Equipment)



FID Reporting 
Resources

Fiscal Reporting (michigan.gov)

SY xx-xx FID Coding and Reporting Tips

Access the FID

FID User Guide

FID School Meals Report Instructions

The website also includes links to the School 
Nutrition Program Coding and the MDE – Public 
School Accounting Manual

April 24, 2024 54

https://www.michigan.gov/mde/services/food/fiscal-admin/topics/fiscal-reporting


Most Common Errors 
Reported in the FID 

Expenditures not 
properly reported 
for Programs
• 850x Breakfast
• 851x Lunch
• 000x All Other 

Program (Includes Ala 
Carte, Adult Meals, 
Catering, Vending, 
and All Other Federal 
Child Nutrition 
Programs

State 
Revenue 
Classified 

with 
Incorrect 

Suffix Codes

Indirect 
Costs Exceed 

Maximum 
Allowable 
Amount

Ending with a 
Negative 

Fund Balance 
in Fund 25

55April 24, 2024



FID School Meals Report Recap

April 24, 2024 56

Who Reports on the FID

Local Education Agencies (LEAs)

Intermediate School Districts (ISD)

Public-School Academies (PSA) 

What is Reported                               
Food Service Fund Revenue and 
Expenditures to FS Fund 25 using 

proper coding

When does it Open 
September of each year 

Closes November 1st
Reporting Period July 1-June 30

Where

CEPI Application

Why

Used to calculate State 
Supplemental Payments 

Improves decision making to 
operate the Food Service Program 



Child Nutrition Program 
Year End Report (CNP-

YER)

Private Schools

Residential Child Care Institutions (RCCI)

April 24, 2024 57

Reconcile 
to the 

YER Data

Detail 
General 
Ledger

July 1 
through 
June 30



Revenue Worksheet

• Enter Revenue Data by 
Category

• Fund Modification (FM)-
Reserved for Authorized 
Amount added to or taken 
from the Food Service 
Fund
• Example of FM Loan and 

Amounts to make Fund 
whole due to Negative 
Fund Balance

58

CNP-YER Revenue

April 24, 2024



CNP-YER 
Expenditure

Expenditures Worksheet

• Enter Cost Exclusive to Food 
Service

• Indirect Cost Recovery must 
be recorded in the General 
Ledger

59April 24, 2024



Multiple Lines 
are Calculated 

and 
Prepopulated

Capital Outlay

Fund Balance 

60

CNP-YER Balance Sheet

April 24, 2024



Select the upload icon and choose files to upload or drag and drop 
to upload the general ledger files.

CNP-YER General Ledger Upload

April 24, 2024 61
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Regulations
7 CFR Part 210 – USDA 
Program Regulations

• 210.14 Resource Management
o 210.14a Nonprofit School Food 

Service
o 210.14b Net Cash Resources
o 210.14c Financial Assurances
o 210.14e Pricing Paid Lunches
o 210.14f Revenue from Non-Program 

Foods
o 210.14g Indirect Costs

• 210.19 Additional responsibilities
o 210.19(a)(1) Assurance of 

compliance for finances
o 210.19(a)(3) Program compliance

• 210.9 Agreement with State Agency

2 CFR Part 200 – Uniform 
Guidance

• 200.313, 200.407, 200.439 
Equipment 

• 200.318-326 Procurement
• 200.403 Allowable Costs
• 200.404-.405 Necessary, Reasonable, 

Allocable
• 200.412 Treated Consistently
• 200.420-.475 Allowability of Specific 

Items of Cost
• 200.414 Indirect Costs
• 200.501 Requiring Audits



Questions



Contact Information

Michelle Needham, MDE Office of Nutrition Services

Email: needhamm4@michigan.gov

Kristi Krafft-Bellsky, Yeo & Yeo CPAs & Advisors     

Email: Kristi.Krafft-Bellsky@yeoandyeo.com 

April 24, 2024 64
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