The purpose of the memo is to provide information and decision making tools to school food authorities/local education agencies regarding the option to participate in the United States Department of Agriculture (USDA) Special Assistance Alternative called Provision 2.  This provision allows school districts to serve reimbursable school meals at no charge to all students.
 
Provision 2 Research Findings and Explanation of the Alternative:  
According to the USDA 2007 Study regarding National School Lunch Program/School Breakfast Program (NSLP/SBP) Access, Participation, Eligibility and Certification, (APEC) Volume I Study, districts or individual schools that serve high-poverty populations" (80% to 90% or more Free and Reduced Student Populations) "and typically serve a large proportion of the meals to students who are eligible for free meals find Provision 2 financially feasible."
 
The APEC Study Volume I states that "Under Provision 2, schools operate a “base year,” in which they serve all meals at no charge but use standard program procedures to establish individual students’ free or reduced-price meal eligibility and count meals by eligibility category. Schools then may continue to serve all meals at no charge and take only a daily aggregate count of meals served for up to three additional years, during which they claim reimbursement based on the percentage of free, reduced-price, and paid meals served during the base year."
 
A Provision 2 Extension for an additional four years can be requested in the fourth year of the first Provision 2 cycle, if a district can establish that economic conditions in the school's attendance area has not changed significantly from those conditions in the "base year."  If an extension is approved by the Arkansas Department of Education, (ADE) Child Nutrition Unit, (CNU) then no new student applications for free and reduced meal status would be taken and the program would continue operation based on the "original base year" data.  
 
Key Issues to Consider in Requesting to Participate in Provision 2: 
1.                   All meals are served at no charge to students in Provision 2 schools. This provides a climate where all students are on equal status within the cafeteria and school environment.
2.                   When Household Meal Applications are distributed, a public notification is required to inform the public and student households in the "base year" all students in the Provision 2 schools will eat at no charge regardless of whether the meal applications are returned for approval or denial.  The letter to parents as part of the Free and Reduced-Price Meal Application must be revised to include this public notice. 
3.                   Since no student payments can be collected from the paid or reduced students in Provision 2 schools, there will be a revenue reduction to the district child nutrition program.  Therefore, the district commits to make up the difference between federal reimbursement of free/reduced/paid meals and student revenues received by reduced or paid students.   
4.                   For three years after the "base year," 
a.       households cannot be required to complete the application process in order for students to eat at school,
b.       schools will use a simplified meal counting system at point of service instead of having to count students by category, but must be able to substantiate that students receive only one reimbursable meal for breakfast and lunch, 
c.       districts will combine into one monthly meal reimbursement claim:
                                                                           i.      the claim for participating Provision 2 schools using the percentage of free, reduced-price and paid meals served during the base year, regardless of whether the economic conditions change in the student attendance area and
                                                                         ii.      the reimbursement claim for all Non-Provision 2 schools using the standard meal counting documentation and claiming process.  
5.                   For the entire four year Provision 2 cycle, NO changes can be made in student populations or facilities that will impact/change economic distribution of the students established from the "base year data."  Before applying to ADE, CNU for Provision 2 status, carefully review Chapter 4 of the USDA Guidance for Provision 2 http://cnn.k12.ar.us/Files/admin_guidance/provision_guide.pdf since new base years can cause a reduction in the percentage of free and reduced-price students, communities know that students will eat without charge and are not required to apply.
6.                   Financial internal controls must be in place to prevent an over-claim or under-claim payment and to substantiate meal counts. School districts that have internal control findings in the standard "Child Nutrition Cluster" legislative audit, administrative review or USDA Coordinated Review Effort visit may not be allowed to use the Provision 2 alternative. 
 
Resources to Assist Decision Making Regarding the Provision 2 Alternative: 
The following attachments will provide a district administrator the opportunity to assist the school board and communities in the decision making process required for a commitment to Provision 2: 
 
1.   Revenue Reduction or Cost Differential Estimate:
With the reduction of revenue to the district child nutrition program and the requirement to maintain the same quality and meal standards, the potential costs of Provision 2 from local district funds are of great concern to many administrators. Generally, the lower the free and reduced-price percentage of student enrollment is for a district or school, the greater the amount from local district funds will be required to maintain a Provision 2 program. 
 
ADE, CNU will assist Superintendents who are considering participation in Provision 2 by preparing one of the cost estimates for operation of Provision 2 shown below in Attachment A for school or Attachment B for a district. Superintendents may email this request to Donna Ratliff, ADE, CNU Grant Coordinator at Donna.Ratliff@arkansas.gov  or call 501 324-9502.
 
2.       Sample Provision 2 Addendum to the Federal Child Nutrition Agreement and Policy Statement between the Arkansas Department of Education and the Local Education Agency is provided for briefing school board and staff. See Attachment C for a sample of the addendum to the original agreement. This document briefly outlines the major commitments of Provision 2 and emphasizes the federal requirements specific to the Provision 2 alternative which are in addition to the original and renewal agreements already on file for a school district. The Provision 2 federal regulations can be found in Title 7 Code of Federal Regulations (CFR) Parts 210, 220 and 245.9. 
 
3.       Provision 2 Calendar and Implementation Timeline, Attachment D is provided so that the allocation of additional staff and time needed during the "base year" can be determined versus the time and staff needed in "non-base years."  Although there is a reduction in paperwork of processing meal applications each year, child nutrition staff must be available for point of service counts on all serving days.  
 
4.       ADE, CNU has prepared a Provision 2 Questions and Answers, Attachment E to help facilitate discussions within the district.  For more in depth information regarding the requirements of this alternative please see the USDA Guidance for Provision 2 at http://cnn.k12.ar.us/Files/admin_guidance/provision_guide.pdf.  ADE, CNU will mail the district a copy of this 58 page document upon request by superintendents or child nutrition directors. 
 
5.       USDA Provision 2 Fact Sheet, Attachment F is a concise one page handout that can help begin the discussions around the Provision 2 alternative. 
 
If a superintendent anticipates submitting a request to do the Provision 2 alternative for School Year 2011-12, please advise ADE, CNU of this decision no later than April 1, 2011.  Documentation of district School Board action will need to be provided with the 2011-12 Renewal of Agreement and Policy Statement for operation of federal child nutrition programs in the district.    
 
To receive Provision 2 information for a district or individual school or provide notice of the district's intent, the superintendent should send a brief letter or email requesting Provision 2 information and/or the official addendum to the Agreement and Policy Statement to:
                        
                        Patricia Winders, MS, RD
ADE, CNU Assistant Director for    Administration   
2020 W. 3rd Street, Suite 404
                        Little Rock, AR  72205
 
Attachment A:   Individual School Estimated Cost Projection of Provision 2
Attachment B:   District Estimated Cost Projection of Provision 2
Attachment C:   Sample Addendum to Agreement and Policy Statement 
Attachment D:   Calendar of Important Provision 2 Dates for Base Year and Non-Base Year
Attachment E:   Provision 2 Questions & Answers
Attachment F:   USDA Provision 2 Fact Sheet

