
Secretary of State

Audits Division

State of Oregon

OREGON DEPARTMENT OF EDUCATION

Child and Adult Care Food Program

A Child’s Place

For the Two-Year Period Ended June 30, 1996



-



Secretary of State

Audits Division
No. 98-40 November 19, 1998

State of Oregon

OREGON DEPARTMENT OF EDUCATION

Child and Adult Care Food Program

A Child’s Place

For the Two-Year Period Ended June 30, 1996



-ii-



OFFICE OF THE
SECRETARY OF STATE

Phil Keisling
Secretary of State

Suzanne Townsend
Deputy Secretary of State

AUDITS DIVISION
John Lattimer

Director

(503) 986-2255
FAX (503) 378-6767

Auditing for a Better Oregon

-iii-

255 Capitol Street NE • Suite 500 • Salem, Oregon 97310
INTERNET: Audits.hotline@state.or.us • http://www.sos.state.or.us/audits/audithp.htm

The Honorable John Kitzhaber
Governor of Oregon
State Capitol
Salem, Oregon  97310

The Honorable Norma Paulus
Superintendent of Public Instruction
Oregon Department of Education
255 Capitol Street NE
Salem, Oregon  97310

At the request of the Oregon Department of Education (department), we conducted a
program-specific audit of the Child and Adult Care Food Program at A Child’s Place, a
nonprofit child care center located in Hillsboro, Oregon.  This audit was conducted in
accordance with Government Auditing Standards and the Office of Management and
Budget Circular A-133, Audits of Institutions of Higher Education and Other Non-
Profit Institutions, for the purpose of determining whether A Child’s Place was in
compliance with laws and regulations and had established appropriate controls for
administering the program during the two-year period ended June 30, 1996.  Our audit
also included observing A Child’s Place serve two meals on May 7 and June 29, 1998,
and reviewing related documentation.

In conducting this audit, we reviewed relevant Child and Adult Care Food Program
requirements and regulations, interviewed staff at A Child’s Place and the department,
obtained and reviewed accounting records of A Child’s Place and the department and
reviewed various other related documents maintained by A Child’s Place and other
entities.

The results of our audit determined that A Child’s Place was not in compliance with
applicable program requirements and regulations.  We questioned $91,252 of
reimbursement amounts paid to A Child’s Place for the two-year period ended
June 30, 1996.  A Child’s Place did not maintain adequate meal count, attendance and
menu production records, or participant eligibility applications.  Further, A Child’s
Place did not have adequate cost accounting records to demonstrate that all program
reimbursement funds were used for the conduct or improvement of the food operation.
Also, A Child’s Place did not have evidence that it met minimum meal component
requirements during the period audited.
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Our report makes recommendations to the department to require A Child’s Place to
reimburse the questioned amounts and to closely monitor A Child’s Place in its future
operation of the program.

OREGON AUDITS DIVISION

John N. Lattimer
Director

Fieldwork Completion Date:
June 29, 1998
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SUMMARY

This audit reports that A Child’s Place (ACP) failed to comply with several federal
requirements of the Child and Adult Care Food Program and did not have adequate
controls in place over the administration of the program.  Based on the results of our
audit, we question $91,252 (98.6 percent) of reimbursement amounts paid to ACP for
the two-year period ended June 30, 1996.  These amounts are described in the
accompanying schedule of findings and questioned costs and are summarized in
Appendix A of this report.

In September 1997, the Oregon Department of Education (department) conducted an
administrative review of ACP and found it to be seriously deficient in several
compliance requirements.  Based on the results of its review, the department requested
that an audit be conducted by the Oregon Audits Division.

This report recommends the department require ACP to reimburse the questioned costs,
ensure ACP provides an acceptable corrective action plan, and monitor ACP’s
compliance with program requirements.  The department’s response, which is included
in this report, agrees with the recommendations.  ACP provided a response to the report
which outlines improvements now being made to its records and procedures.
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INTRODUCTION

BACKGROUND

The Oregon Department of Education (department) contacted
the Audits Division to request an independent audit of the Child
and Adult Care Food Program at A Child’s Place (ACP), a
private nonprofit child care center.

The department is responsible for administering the
US Department of Agriculture’s Child and Adult Care Food
Program in Oregon.  Section 17 of the National School Lunch
Act authorizes federal assistance to states to initiate, maintain,
and expand nonprofit food service programs for children or
adult participants in nonresidential institutions which provide
care.  The program is intended to enable the institutions to
integrate a nutritious food service with organized care services
for enrolled participants.

Providers participating in the program submit claims to the
department for reimbursement for meals served.  Meals are
reimbursed at rates established by the US Department of
Agriculture for free, reduced and above-scale rates depending
on the family income of the children to whom the meals are
served.

The department’s responsibilities in administering the  program
include making site visits to evaluate providers’ compliance
with program requirements.  The department’s site visit of ACP
in September 1997 raised numerous concerns which prompted
the department to request an audit of the ACP food service
program.

ACP, located in Hillsboro, Oregon, is a nonprofit institution
established to provide complete child care services for low
income families in Washington County, Oregon.  ACP has been
providing services since 1975.  All services are offered free to
those unable to pay, and charges are made on a sliding fee scale
basis for those who can help cover the costs of services
provided.
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FINANCIAL ACTIVITIES

ACP receives funding from several different sources.  The
majority of its revenues are derived from public support through
United Way, governmental agencies and fundraising activities,
including bingo games operated at a location separate from the
child care center.  Other revenues received by ACP include
interest income and service fees.  According to ACP’s fiscal
year 1993-94 audited financial statements, revenues obtained
through public support comprised approximately $1 million
(85%) of its total revenues of $1.17 million. Grants received
from governmental agencies totaled $78,226, approximately
6.7% of total revenues.

Based on the department’s payment records, for the two-year
period ended June 30, 1996, ACP received a total of $92,531 in
Child and Adult Care Food Program funds.
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AUDIT RESULTS
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The Honorable John A. Kitzhaber
Governor of Oregon
State Capitol
Salem, Oregon  97310

The Honorable Norma Paulus
Superintendent of Public Instruction
Oregon Department of Education
255 Capitol Street NE
Salem, Oregon  97310

INDEPENDENT AUDITOR’S REPORT
ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

We were engaged by Oregon Department of Education to audit the accompanying schedule of
expenditures of federal awards for the Child and Adult Care Food Program of A Child’s Place
for the two-year period ended June 30, 1996.  This financial statement is the responsibility of
A Child’s Place’s management.

A Child’s Place did not maintain sufficient accounting records to support the amount of
federal funds it received and expended during the two-year period ended June 30, 1996.
Therefore, we obtained the financial information presented in the accompanying financial
statement from Oregon Department of Education.  A Child’s Place’s records do not permit the
application of other auditing procedures to verify the expenditure of these federal funds.

Since A Child’s Place did not maintain adequate accounting records and we were not able to
apply other auditing procedures to satisfy ourselves as to the amount of federal funds
expended, the scope of our work was not sufficient to enable us to express, and we do not
express, an opinion on this financial statement.

OREGON AUDITS DIVISION

Sharron E. Walker, CPA, CFE
Deputy Director

June 29, 1998
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The Honorable John A. Kitzhaber
Governor of Oregon
State Capitol
Salem, Oregon  97310

The Honorable Norma Paulus
Superintendent of Public Instruction
Oregon Department of Education
255 Capitol Street NE
Salem, Oregon  97310

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO THE FEDERAL PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH THE
PROGRAM-SPECIFIC OPTION UNDER OFFICE OF MANAGEMENT AND

BUDGET CIRCULAR A-133

Compliance

We have audited the compliance of A Child’s Place with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to its Child and Adult Care Food Program for the
two-year period ended June 30, 1996.  Compliance with the requirements of laws, regulations,
contracts and grants applicable to its federal program is the responsibility of A Child’s Place’s
management.  Our responsibility is to express an opinion on A Child’s Place’s compliance
based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing
standards; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of Institutions of Higher Education and Other Non-profit Institutions.  Those standards
and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred
to above that could have a direct and material effect on the Child and Adult Care Food
Program occurred.  An audit includes examining, on a test basis, evidence about A Child’s
Place’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.  We believe that our audit provides a reasonable
basis for our opinion.  Our audit does not provide a legal determination of A Child’s Place’s
compliance with those requirements.
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As described in items 96-1, 96-2, 96-3, 96-4, 96-5, 96-6, 96-8 and 96-9 in the accompanying
schedule of findings and questioned costs, A Child’s Place did not comply with requirements
regarding types of services allowed or unallowed and eligibility that are applicable to its Child
and Adult Care Food Program.  Compliance with such requirements is necessary, in our
opinion, for A Child’s Place to comply with requirements applicable to that program.

In our opinion, because of the effects of the noncompliance described in the preceding
paragraph, A Child’s Place did not comply in all material respects, with the requirements
referred to above that are applicable to its Child and Adult Care Food Program for the
two-year period ended June 30, 1996.

Internal Control Over Compliance

The management of A Child’s Place is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts and
grants applicable to federal programs.  In planning and performing our audit, we considered
A Child’s Place’s internal control over compliance with requirements that could have a direct
and material effect on its Child and Adult Care Food Program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and
report on the internal control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance and its operation that
we consider to be reportable conditions.  Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal control
over compliance that, in our judgment, could adversely affect A Child’s Place’s ability to
administer its Child and Adult Care Food Program in accordance with the applicable
requirements of laws, regulations, contracts, and grants.  Reportable conditions are described
in the accompanying schedule of findings and questioned costs as item 96-7.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
noncompliance with the applicable requirements of laws, regulations, contracts, and grants
that would be material in relation to the Child and Adult Care Food Program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.  Our consideration of the internal control over
compliance would not necessarily disclose all matters in the internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses.  However, we consider the
reportable condition described above to be a material weakness.

OREGON AUDITS DIVISION

Sharron E. Walker, CPA, CFE
Deputy Director

June 29, 1998
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Grantor/Program Title

Federal
CFDA

Number
Agency or Pass-
Through Number Expenditures

US Department of Agriculture passed
through Oregon Department of Education:
Child and Adult Care Food Program 10.558 34-888-018

Fiscal Year 1995 $   42,240
Fiscal Year 1996    50,291

Total Federal Awards $   92,531

Note:  The above schedule is prepared using the accrual basis of accounting.
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Section I — Summary of Auditor’s Results

Financial Statement

Type of auditor’s report issued: Disclaimer of Opinion

Federal Awards

Internal control over federal program:

Material weakness(es) identified? ⌧ Yes ¨ No

Reportable condition(s) identified that are
not considered to be material weaknesses? ¨ Yes ⌧ None reported

Type of auditor’s report issued on compliance: Adverse Opinion

Any audit findings disclosed that are required
to be reported in accordance with
Circular A-133, section 510(a)? ⌧ Yes ¨ No

Identification of major programs: Not applicable

Section II — Financial Statement Findings

No matters are reported.
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Section III — Federal Award Findings and Questioned Costs

96-1 Questioned Costs:  $77,117

A Child’s Place (ACP) did not maintain adequate meal count and attendance records to
support the meals it claimed for reimbursement.

ACP had meal count and attendance records for only four of the 23 meal reimbursement
claims submitted to the department during the two-year period ended June 30, 1996.

According to 7 Code of  Federal Regulations (CFR) 226 section 15(e)(4), institutions are to
maintain daily records indicating the number of participants in attendance and the number of
meals, by type (breakfast, lunch, supper and snack) served.  Both types of records are
required to support claims for reimbursement of meals.  Section 11(e) of the same regulation
requires institutions to maintain records as prescribed by the state agency’s financial
management system.  The department’s program manual states that all records are to be kept
for at least three years beyond the grant year.

Without the meal count and attendance records, it can not be determined if claims submitted
by ACP were based on actual meals served.  As a result, we question the reimbursement
amount of $77,117, the total dollar amount of the 19 claims for which ACP did not have meal
count and attendance records.

96-2 Questioned Costs:  $7,685

ACP did not maintain menu production records for two months to demonstrate the
meals it served met minimum meal component requirements.  Also for these two
months, meal count records did not support the number of meals claimed.

The meal reimbursement claims submitted by ACP for the months of March and April 1995
totaled $7,685.  These months were two of the four for which ACP maintained meal count
and attendance records, as previously discussed.  However, ACP did not maintain evidence of
menu production planning, which is also required by Child and Adult Care Food Program
regulations.

Menu production records are required to contain the following information: the date the meal
was served, menu, food components served, total amount of food prepared, and age and
number of children served, plus adults served, if any.  ACP claimed reimbursement for meals
for 23 days during the month of March.  Of those 23 days, ACP had only 16 menu production
records available for review.  Of the 16 menu production records, 12 did not list the number
of children served, total amount of food prepared, food components served or number of
adults served.  The four remaining menu production records had the prior year’s date crossed
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out with a revised date of 1995 added, but the number of children served according to the
menu production records did not agree to the corresponding meal count records.

ACP’s menu production records for April 1995 were originally dated 1993.  Because ACP
uses a cycle menu, it is not unreasonable for it to use a prior year’s menu production record.
However, ACP did not update the form to include the number of children served in April
1995 or the amounts of food needed to provide the required meal component quantities;
therefore, the menu production records did not support the meals claimed.

The meal count records for March and April 1995 did not support the number of meals for
which ACP claimed reimbursement.  We also noted that the number of meals claimed was
identical for these two months and the number claimed for each meal type was an even
amount.  Specifically, each claim listed 1000 breakfasts, 1000 lunches and 2000 snacks.
Furthermore, all meals claimed were for free rates when ACP in other months consistently
claimed some meals at the above-scale rate.

According to 7 CFR 226 section 11(c), reimbursement to institutions shall be based on the
number of meals served to participants.  The department requires the preparation and
maintenance of menu production records based on 7 CFR section 15(e)(10), which requires
copies of menus to be maintained and any other food service records required by the
department.

Because ACP did not maintain adequate documentation as evidence to support the meals it
claimed for March and April 1995, we question the reimbursement amount of $7,685 paid for
these two months.

96-3 Questioned Costs:  $5,512

ACP did not maintain approved eligibility applications for the majority of the
participants for whom free meals were claimed for the months of February and
September 1995.

ACP claimed free meals for 77 participants in the month of February 1995; however, it
maintained eligibility applications for only 11 of these participants.  ACP claimed free meals
for 87 participants in the month of September 1995, but maintained eligibility applications for
only 14 of the participants.  These two months were the remaining two of the four months for
which ACP maintained meal count and attendance records, as previously discussed.

According to 7 CFR 226 section 15(e)(2), institutions are required to maintain documentation
of the enrollment of each participant, including family size and income information used to
determine eligibility for free or reduced-price meals for each participant reported as being in
either need category.
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Without documentation of participants’ family size and income information, it cannot be
determined that meals claimed by ACP were actually for eligible participants.  As a result, we
question the reimbursement amount of  $5,512 ($2,559 for February 1995 and $2,953 for
September 1995) for free meals claimed without participant eligibility applications.

96-4 Questioned Costs:  $938

ACP did not meet the minimum serving requirements of milk for meals served for the
months of February and September 1995.

ACP claimed meal service reimbursement for 1000 breakfasts, 870 lunches and 2038
supplements (snacks) for February 1995.  The total minimum amount of milk required to be
served based on the number of meals claimed was approximately 162 gallons.  According to
food receipts maintained by ACP, only 78 gallons of milk were purchased during February
1995; therefore, only 48% of the meals served in the month of February met meal component
requirements.

For September 1995, ACP claimed meal service reimbursement for 1,378 breakfasts, 935
lunches, and 2,246 supplements.  The total minimum amount of milk required to be served
based on the number of meals claimed was approximately 191 gallons.  However, ACP
purchased only 105 gallons of milk during September 1995, according to food receipts it
maintained; therefore, only 55% of the meals served in September met meal component
requirements.

7 CFR 226 section 20(a) requires certain food components to be served for meals to qualify
for reimbursement.  Meals must contain a milk component and snacks may contain a milk
component.  Menu records of ACP listed a milk component as being served for all meals and
most snacks.

Meals not containing the required meal component do not qualify for reimbursement;
therefore, we question the reimbursement amount of $938 for February and September 1995
meals that did not meet meal component requirements.  This questioned amount is in addition
to the amount previously questioned for inadequate eligibility documentation.  Table 1 below
summarizes the cost calculation.
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Table 1

Questioned Costs
February and September 1995

Noncompliance with Meal Component Requirements

February 1995 September 1995 Total

Total Reimbursed Claims $  3,382 $  4,087 $7,469
Less Amount Previously Questioned

(Item 96-3 above)   (2,559)   (2,953) (5,512)
Remaining Reimbursed Claims $     823 $  1,134 1,957
Multiplied by the percentage of meals

served that did not meet meal component
requirements      52%     45% N/A

$     428 $     510 $   938

96-5

ACP did not maintain adequate accounting records to document the federal funds
received for its Child and Adult Care Food Program.  In addition, ACP did not
maintain adequate documentation of nonprofit food service in compliance with Child
and Adult Care Food Program requirements.

ACP maintained limited accounting records for the two-year period ended June 30, 1996.
The available records consisted of summary reports for fiscal year 1994-95, but no detailed
records to support the summary.  Detailed and summary reports were available for fiscal year
1995-96.  In the records that existed, ACP’s food service data were integrated with the data
for its other operations; therefore, it was not possible to distinguish all relevant transactions.
In addition, ACP did not maintain source documentation for deposits and other receipt
transactions, including Child and Adult Care Food Program receipts.  Likewise, ACP did not
maintain source documentation for all expenditure transactions reflected in the detailed
reports available for fiscal year 1995-96.

Section 15(e) (12) of 7 CFR 226 requires institutions to maintain documentation of nonprofit
food service to ensure that all program reimbursement funds are used (1) solely for the
conduct of the food service operation, or (2) to improve such food service operations,
principally for the benefit of the enrolled participants.



A Child’s Place
Schedule of Findings and Questioned Costs

For the Two-Year Period Ended June 30, 1996

-16-

ACP’s limited accounting records indicate that it spent less on food than it received in
reimbursements, as shown in Table 3.

A Child’s Place
Comparison of Food Purchases With Meal Reimbursements

Food Purchases Reimbursements Differences

Fiscal Year 1994–95 $27,757 $42,240 $14,483
Fiscal Year 1995–96 $29,623 $50,291 $20,668

Based on additional information obtained from ACP staff, the cook’s salary is approximately
$10,200 per year.  The cook’s salary, in addition to other food service expenses such as
cooking utensils, is an allowed cost under the program.  However, ACP was not able to
provide supporting documentation for the actual payroll expense of the cook or any other food
service related expenses for these two fiscal years.

Without adequately detailed accounting records, ACP cannot demonstrate it meets the
requirement of operating the food service program on a nonprofit basis.

96-6

ACP did not demonstrate that it accurately recorded meal count and attendance for two
meals we observed nor that it met meal component requirements for these meals.

On May 7, 1998, we observed a lunch served by ACP.  We had questions about the meal
count and attendance records and about the quantities of food served.  Therefore, we returned
on June 29, 1998, to follow up on the first meal and to observe ACP serve a second meal.

May 7th Lunch

The May 7th lunch was served to 25 “beginners” and preschool children.  When we reviewed
the meal count and attendance records for these two classes, we found four fewer children
were recorded as receiving meals than the number we had observed.  ACP staff explained that
the difference may have been due to kindergartners eating with the preschoolers.  The
kindergartners would have been recorded on the kindergarten records.  These records,
obtained on June 29th, supported ACP’s explanation for three of the four children; one child’s
absence from the records was not resolved.

We also questioned whether ACP served the required quantity of meat at the May 7th lunch.
According to 7 CFR 226 section 20(c)(2), a minimum of one and one-half ounces of meat is
to be served at lunch to children of ages three to five.  ACP’s menu indicated a beef taco
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would be served.  We observed the meat served in a tightly-rolled taco shell.  Only one taco
was served to each child.  ACP could not provide menu production records which, if prepared
in accordance with program requirements, would have provided evidence of meal component
quantities.

June 29th Lunch

We observed the lunch on June 29th served to nine beginners, 10 preschoolers, and 16
kindergartners and latch-key children.  The meal count record was not completed at the point
of service as required by regulation.  Further, ACP had not completed the meal count record
for the breakfast and morning snack that were served prior to the lunch we observed.

We asked ACP staff to complete the meal count record for the lunch we observed.  Then we
compared the meal count to the attendance record.  Of the nine children in the beginners class,
only seven were shown in attendance.  One child had no attendance record and was not listed
on the meal count record, although we observed him eating lunch.  A second child was not
shown on the attendance record, but was included in the meal count.  ACP staff told us the
first was a teacher’s child, who was not enrolled, but was attending that week to see if he was
ready for school.  The second child was absent that day and had been erroneously shown in
attendance.  The ACP staff corrected the meal count record.

Of the 10 preschoolers, only six were recorded on the meal count record.  ACP staff explained
that four children were actually kindergartners, but had been moved to the preschool class to
balance the number of children in each classroom that day.  The kindergarten and latch-key
meal count record supported ACP’s explanation because, although we observed only 16
children eating, 20 children were recorded as receiving a meal.

Two children included in the kindergarten meal count were not shown on the attendance
record.  We verified these children were in attendance.  ACP staff stated that the parents sign
the children in and out on the attendance record.  The parents of these two children apparently
forgot to sign them in and ACP staff did not notice.

We were unable to determine whether the children were served the required food component
quantities for the June 29th lunch.  From observation, it appeared to us that each child received
the same amount of food, although quantities of required meal components vary by age
groups.  Because ACP did not prepare the menu production record that shows the total
quantities of food provided for the number of children served, it could not demonstrate that
the proper quantities of required food components were served.

Sections 15(e)(4) and (10) of 7 CFR 226 require institutions to collect and maintain daily
records indicating the number of participants in attendance and the number of meals served to
participants, and copies of menus and any other food service records required by the
department.  The department requires meal counts to be taken when meals are served to
children (point of service accountability).  Section 17(b)(4) of 7 CFR 226 requires child care
centers to claim only meal types specified in its approved application in accordance with the
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meal pattern requirements specified in section 226.20.  Section 20 of 7 CFR 226 specifies the
food components and quantities to be served to children.  Quantities vary between the age
groups that ACP serves:  age 3 through 5 (beginners, preschoolers and generally
kindergartners) and age 6 through 12 (generally latch-key).

By not accurately recording meal counts and attendance, ACP can not ensure its subsequent
claims for reimbursement will be accurate.  ACP could not demonstrate that the nutritional
needs of the children were met for the two meals we observed when it did not prepare the
menu production records.  Therefore, we question whether the May 7th and June 29th meals
are eligible for reimbursement.

96-7

ACP does not have adequate controls in place to ensure its compliance with program
requirements.

We noted several areas where ACP had no apparent controls.

• ACP did not have procedures to collect and maintain income information and
eligibility status of children.  The records that were provided to us for testing
eligibility were incomplete.

• ACP did not have procedures to ensure meal counts were accurate and recorded at
point-of-service.  Staff told us that prior to November 1997, meal counts were
estimated based on the attendance records.  Our review of meal count records for
February and September 1995 revealed errors and a lack of agreement with related
attendance records.  Based on our review of meal count records corresponding to the
meal we observed on June 29, 1998, ACP needs to ensure it records meal count at the
time of service.

• ACP did not have procedures to ensure attendance records were accurate.  Times-in
and times-out were not always completed for children.  Attendance records did not
always include a date, making it difficult to know for which period they pertained.
We noted clerical errors on the February and September 1995 meal count records,
resulting in inaccurate totals of meals served.  Also, when we compared meal count
records to the corresponding attendance records, we identified occurrences when
meals were claimed for students who were absent at the time of meal service.  In
addition, we found instances when ACP claimed a second snack for children who had
already received two meals and one snack but who were not in care for eight or more
hours as required by the program regulations.  [Due to a change in federal regulations
effective August 22, 1996, a second snack is no longer allowable for reimbursements
if a child has received two meals and one snack for the day.]
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• ACP did not have procedures to ensure that menu production records were used to
demonstrate compliance with required food component quantities.  As previously
discussed, for March and April 1995, menu production records were not completed or
did not correspond to meal count and attendance records for the number of meals
served.  For the meals we observed on May 7 and June 29, 1998, ACP could not
provide menu production records.

Section 15(c) of 7 CFR 226 requires each institution to accept final administrative and
financial responsibility for program operations.  Section 15(e) requires each institution to
establish procedures to collect and maintain all necessary program records, including
documentation of income information used to determine eligibility, daily records indicating
the number of participants in attendance and the number of meals by type served to
participants, documentation of total time-in and time-out forms for each child at the center,
and copies of menus and other food service records required by the department.

Without adequate controls in place, ACP can not ensure it is in compliance with program
regulations.  As a result, the children it serves may not be receiving the proper nutrition.
Also, ACP may be receiving reimbursement for meals served to ineligible children or based
on inaccurate records.

96-8

ACP needs to ensure that items purchased for its food service program are allowable
under the food program.

We reviewed the food receipts for the months of February and September 1995 and
discovered that ACP at times purchased certain food and nonfood items that are not allowable
under the food program.  Food receipts for February totaled $2,333.  Of that amount, $379 of
purchases were made for coffee, liquid coffee creamer, non-juice drinks, tea, magazines, VHS
tapes, hair care products and other items not appropriate for the preparation and service of
children’s meals.  One purchase for $91 included three T-bone steaks and other food items
that were not purchased in sufficient quantity to be considered reasonable for the food service
program.

September’s food receipts revealed similar purchases.  Of $2,578 spent, $671 were for items
not allowable under the food program, including $594 for food and supplies for a Labor Day
weekend picnic and barbecue.

Section 15(e)(12) of 7 CFR 226 requires institutions to maintain documentation to
demonstrate that they operate nonprofit food service programs to ensure that all program
reimbursement funds are used solely for the conduct or improvement of the food service
operation.
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ACP did not account for its food service program separately from its other food service
operations.  As a result, it was not able to demonstrate that reimbursement funds were not
used to purchase the items described above.

96-9

ACP claimed meals for September 1995 in excess of its authorized capacity.

ACP claimed meals in excess of its authorized capacity of 71 children for seven days in
September 1995.  A total of 19 meals were claimed in excess of the capacity amount.  These
meals were afternoon snacks that, according to ACP’s agreement with the department, were to
be served at 3 p.m.  We counted the number of children shown as attending at that time.
Based on meal count records and attendance records, ACP claimed one to five meals in
excess of the 71 allowed for each of the seven days.  Because reimbursed amounts for this
month were previously questioned at 96-3 and 96-4, no additional costs are questioned.

According to 7 CFR 226 section 17(b)(4), reimbursement may not be claimed for meals
served to children at any one time in excess of the child care center’s authorized capacity.
ACP’s authorized capacity is limited to 71 children according to its operating certificate
granted by the Child Care Division of Oregon’s Employment Department.  The Employment
Department established minimum standards for child care centers for the health and safety of
the children involved.  The number of children allowed to receive care in facilities is one of
the standards.  When ACP allows more children to attend than its authorized capacity, it risks
the health and safety of those children.
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RECOMMENDATIONS

We recommend the Department of Education require ACP to reimburse the questioned
costs totaling $91,252.

We further recommend the department work with ACP to ensure that it provides an
acceptable plan of corrective action for deficiencies described in this report.

Finally, we recommend the department closely monitor ACP to ensure it is in compliance
with program regulations and requirements.
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REPORT DISTRIBUTION

This report is a public record and is intended for the Oregon Department of
Education management, the governor of the state of Oregon, the Oregon Legislative
Assembly, and all other interested parties.

COMMENDATION

The courtesies and cooperation extended by officials and employees of the
Oregon Department of Education and A Child’s Place during the course of this review
were commendable and sincerely appreciated.

AUDIT TEAM

Dale Bond, CPA, CFE
Sarah Edwards
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APPENDIX A

SUMMARY OF QUESTIONED COSTS

A Child’s Place
Child and Adult Care Food Program
CFDA 10.558

Finding Description Questioned Costs

96-1 A Child’s Place did not maintain adequate meal
count and attendance records to support the meals
it claimed for reimbursement. $ 77,117

96-2 A Child’s Place did not maintain menu
production records for two meal reimbursement
claims it submitted. 7,685

96-3 A Child’s Place did not maintain approved
eligibility applications for the majority of the
participants for whom free meals were claimed
for the months of February and September 1995. 5,512

96-4 A Child’s Place did not meet the minimum
serving requirements of milk for meals served for
the months of February and September 1995. 938

TOTAL $ 91,252
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DEPARTMENT OF EDUCATION’S RESPONSE



-26-



-27-



-28-



-29-

A CHILD’S PLACE’S RESPONSE
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FACTS ABOUT THE SECRETARY OF STATE AUDITS DIVISION

The mission of the Audits Division is to “Protect the Public Interest and Improve
Oregon Government.”  The Oregon Constitution provides that the Secretary of State
shall be, by virtue of his office, Auditor of Public Accounts.  The Audits Division exists
to carry out this duty.  The division reports to the elected Secretary of State and is
independent of the Executive, Legislative, and Judicial branches of Oregon government.
The division audits all state officers, agencies, boards, and commissions and oversees
audits and financial reporting for local governments.

DIRECTORY OF KEY OFFICIALS

Director John N. Lattimer
Deputy Director Catherine E. Pollino, CGFM
Deputy Director Sharron E. Walker, CPA, CFE



This report is intended to promote
the best possible management of public resources.

If you received a copy of an audit and no longer need it, you may return it to the
Audits Division.  We maintain an inventory of past audit reports.  Your

cooperation will help us save on printing costs.

Oregon Audits Division
Public Service Building
Salem, Oregon  97310

503-986-2255

We invite comments on our reports
through our Hotline or Internet address.

Hotline: 800-336-8218
Internet:  Audits.Hotline@state.or.us

http://www.sos.state.or.us/audits/audithp.htm

Auditing to Protect the Public Interest and Improve Oregon Government


