
Contracting with Foodservice 
Management Companies in Child 

Nutrition Programs
November 2021



Presented by
Arkansas Department of Education

Division of Elementary and Secondary Education

Child Nutrition Unit
Nancy Dill, MS, RDN, SNS



Acronyms Used in This Presentation
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ADE- Arkansas Department of Education

APSCN- Arkansas Public School Computer Network

SFA – School Food Authority        

LEA – Local Education Agency (district)

FSMC- Food Service Management Company

CPI – Consumer Price Index

CNP- Child Nutrition Programs

AR – Administrative Review

RFP – Request for Proposal

DESE, CNU- Division of Elementary and Secondary Education, Child Nutrition Unit

NSLP and SBP – National School Lunch Program and School Breakfast Program

SA – State Agency

For a full list of 
terms, see page 5 
of the Guidance 
for School Food 

Authorities
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Each year, School Food Authorities (SFA) complete an agreement and policy statement with the State 
Agency (CNU) to operate the Child Nutrition Programs.

These programs include the National School Lunch Program (NSLP), School Breakfast Program (SBP), 
Afterschool Snacks, Fresh Fruit and Vegetable Program (FFVP), Seamless Summer Option (SSO), and in 
some locations, *Summer Food Service Program (SFSP), and the *Child and Adult Care Food Program 

(CACFP).
* DHS programs

An SFA may contract with a food service management company (FSMC) to manage all or part of the food 
service operation in all or part of the district.  The scope of the management must be clearly specified in 

the solicitation for an FSMC and in the contract awarded to the successful FSMC.  

It is the ultimate responsibility of the SFA to monitor the terms of the contract.

Introduction



Purpose

This presentation will provide information for school districts, SFAs, and 
FSMC that are currently contracting or may be considering contracting 
Child Nutrition Programs. It is important that all procurements are done 
properly and program operations are conducted in a manner that is 
compliant with all programs laws and regulations.  
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Objectives

⬩ State the clear timeline for procuring FSMC services
⬩ Evaluate reasons for contracting with an FSMC
⬩ List the different contract options (fixed and cost reimbursable)
⬩ State the responsibilities of the SFA and the FSMC
⬩ Perform proper procurement of the services
⬩ Provide resources for information and assistance
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Before You Begin

⬩ Examine all parts of the CNPs in your district to determine if 
contracting with an FSMC is best for your district.

⬩ Contracting with an FSMC does not release the SFA from any of 
the responsibilities of the CNPs.

⬩ When procuring the services, you must ensure open and free 
competition. (very important to procure services properly)

⬩ No FSMC planning to submit a proposal can be involved in any 
part of writing the solicitation.
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Definition of a Food Service Management Company

USDA defines a Food Service Management Company as 
either a commercial enterprise or a nonprofit organization that 
is contracted with an SFA to manage any aspect of the school 
food service.  
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Who Must Complete an RFP

When contracting with an FSMC, the SFA must use 
competitive procurement procedures, meaning 
solicitation and contract documents that include 
required provisions that comply with federal, state, 
and local procurement regulations. And…
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Who Must Complete an RFP

Any SFA contracting with an FSMC must obtain written approval from the 
Arkansas Department of Education, Division of Elementary and Secondary 
Education, Child Nutrition Unit (DESE, CNU) also known as the State Agency. 
This includes written approval of any invitation for bid (IFB) or request for 
proposal (RFP) used to solicit the FSMC.  Any contracts between the SFA and 
the FSMC are to be reviewed by the State Agency and the SFA is required to 
make any necessary changes.   Further, State Agencies and SFAs will comply 
with regulations and applicable requirements for the procurement of all goods 
and services when using nonprofit food service account funds.  7CFR 210.21
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State Agency’s Role

⬩ To oversee Child Nutrition Programs in Arkansas Public Schools
⬩ Provide technical assistance to the SFA
⬩ Provide the approved prototype Fixed Price or Cost Reimbursable RFP to 

the SFAs
⬩ Review and approve all FSMC RFPs prior to contract execution
⬩ Review the newly outsourced programs in the first year
⬩ Administrative review every 3 years
It is important to stress that the State Agency’s agreement is with the SFA not the FSMC.  
All regulations for program operations and federal reimbursement continue to apply and 
the State Agency has the responsibility to monitor program requirements.
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Before you Begin

 Read the United States Department of Agriculture (USDA) guidance
Contracting with Food Service Management Companies:

Guidance for School Food Authorities, May 2016
https://dese.ade.arkansas.gov/Offices/child-nutrition-unit/food-service-

management-companies
 And attend the training session for Contracting with Food Service 

Management Companies in Child Nutrition Programs
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https://dese.ade.arkansas.gov/Offices/child-nutrition-unit/food-service-management-companies
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Team Work
⬩ Put a team together that includes members who 

◇ Can assess the current program Must have program knowledge of requirements and daily operations

◇ Have knowledge of bidding and negotiating contracts (District’s legal counsel and business managers)

◇ Can monitor a contract

◇ Can monitor and assure compliance with rules and regulations (must have program knowledge)  Once 
contract is in place.

◇ Can monitor and understand monthly invoices for payments to the FSMC.  Once contract is in place.

Careful thought must be given in determining who will carryout these processes.
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Determining Needs…
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National School Lunch Program
School Breakfast Program
Seamless Summer
Fresh Fruits and Vegetable Programs
A la Carte meals
Adult meals
Contract Meals
Vending
USDA Foods
Summer Food Service Program (SFSP thru DHS)
Child and Adult Care Food Program (CACFP thru DHS)

What programs 
and services do I 

need?

What do I 
currently have and 
do I want to add 

or take away?



⬩ Analyze and determine the needs of your SFA (by district and each school 
or site)

◇ Conducting an analysis of the current operation will help determine how to best meet the 
needs of your district.  This should be helpful in seeing the pros and cons of outsourcing.

■ Cost (food, labor, supplies, equipment, etc.)

■ Average daily participation

■ Non-fiscal aspects of the Child Nutrition Programs

● Wellness

● Training

● Professional standards 
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This is a good time 
to visit other 

districts similar to 
your district.

Determine the Needs…



Determining Needs…
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How will employment be handled?

Retained by the SFA?

Employed by the FSMC?

A combination of both?

Background checks and child maltreatment checks are required of all employees in Arkansas 
schools 

Is it best to 
retain the 
employees?

What professional 
standards apply?

What about 
training?



Professional Standards
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Each SFA must have a district employed Child Nutrition Director.   This is a DISTRICT employee in 
addition to an FSMC employee who may have the same title.  

Training standards do not apply to a vended meal provider or a commercial entity located off-site and 
providing pre-plated meals.  

In order for a district Child Nutrition Director to be paid out of the non-profit food service account, 
that person must meet the Arkansas Rules Governing Certification and the USDA Professional 
Standards.  



Hiring Standards for SFAs by Size
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What Professional Standards Apply?

⬩ Training requirements apply to both contract employees and SFA employees.

⬩ Food service managers, workers, and assistants must have 10 hours of training 
annually

⬩ Food service directors must have at least 12 hours of documented training each year.

◇ New directors must have 8 hours of approved safety and sanitation training 
within the first 30 days of hire.  
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Once a thorough analysis has been conducted, the district committee should 
be able to determine if an FSMC is the correct choice for your school district.  

You will know if you want to move forward and proceed with bidding the 
services or if you want to remain self-operating.



Select a Type of Contract
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Determine which type of RFP is desired.  Arkansas allows 2 types of RFPs:  Cost Reimbursable and Fixed 
Price.

Federal requirements must be made clear in the document.  No other RFP is allowed.  

The RFPs used by CNU are approved by USDA and changes to the RFP are not allowed.

Each year RFPs for the upcoming school year are available on the DESE, CNU website about the first 
week in November.



Types of Contracts
Fixed Price

⬩ A set meal price is established 
based on meal equivalents.

⬩ Credit is invoiced for value of 
USDA foods received, rebates, 
discounts, etc.

⬩ This type of contract is easier to 
monitor and cost is more 
predictable.

Cost Reimbursable
• A management fee is charged 

monthly
• SFA pays for all costs – food, 

labor, other operating costs, etc.
• FSMC credits the SFA for the 

value of USDA donated foods
• SFA receives credit for all rebates 

on invoices
• Cost is not predictable

• More difficult to monitor
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The Fixed Price Contract
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The fixed price contract is based on a fee per meals served and must not contain any of the 

following costs.  

• Teaching and Training Programs including state certification programs

• FSMC Employee Background and Maltreatment Checks 

Menu development specific to the operation 

• Nutrition education materials and program expense

• Design services specific to the operation 

• Education program via assembly programs, schoolroom programs, parent/teacher meetings, and school food 

advisory committee meetings

• Personal representation, visitation, and coverage on a regular basis by a principle of FSMC 

• All accounting 

• All payroll costs and documentation 

• Administrative dietetic, nutritional, sanitation, and personnel advice 

• All costs incurred in hiring and relocating, if necessary, the FSMC management team

• All miscellaneous costs to operate the program; i.e., consumable marketing materials

• Meal modification as necessary

All cost are included in the 

fixed price contract.  No 

other charges should be 

added



Cost Reimbursable 
Teaching and Training Programs including state certification programs 

• Personnel and Labor Relations Services and Visitation 
• Legal Department Services

• Purchasing and Quality Control 
• Technical Research • Cost Incurred in Hiring and Relocating FSMC Management Personnel 

• Dietetic Services (Administrative and Nutritional) 
• Accounting and Accounting Procedures 

• Tax Administration 
• Technical Supervision • Supervisory Personnel and Regular Inspections or Audit Personnel 

• FSMC Employee Background and Maltreatment Checks 
• General Regional and National Support

• Design Services
• Menu Development and Test Kitchens 
• Information Technology and Support 

• Nutrition Education, programming, consumable marketing material, and committee meetings expense 
• Payroll Documentation 

• Sanitation 
• Meal modifications
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The items listed should be 

included in the 

administrative fee.  No other 

expenses should be 

charged.



Only Allowable Cost Will Be Billed to the SFA
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Allowable costs will be paid from the nonprofit school food service account to the FSMC net of all discounts, rebates and 
other applicable credits accruing to or received by the FSMC or any assignee under the contract, to the extent those 
credits are allocable to the allowable portion of the costs billed to the school food authority;

The FSMC must separately identify for each cost submitted for payment to the school food authority the amount of that 
cost that is allowable (can be paid from the nonprofit school food service account) and the amount that is unallowable 
(cannot be paid from the nonprofit school food service account); or 

The FSMC must exclude all unallowable costs from its billing documents and certify that only allowable costs are submitted 
for payment and records have been established that maintain the visibility of unallowable costs, including directly associated 
costs in a manner suitable for contract cost determination and verification;



Changes to the RFP Yes?  No?

⬩ Carefully review the RFP you are completing.  
⬩ Determine what you need and what you want the FSMC to do or not do. 
⬩ This should be determined before the RFP is sent out for solicitation.  
⬩ Once the RFP becomes a signed contract, changes cannot be made.  
⬩ Any change that would be considered a Material Change could be cause 

for rebidding.  
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Avoid Restrictions to the Contract

⬩ Unreasonable requirements-manager must have an MBA and a minimum of 15 years managerial 
experience….that would be pretty unreasonable

⬩ Organizational conflicts of interest- Are there any personal or corporate ties to individuals?  Have any 
gratuities be given or received?  [2CFR 200.318(c)(1)].  Written standards of covering organizational 
conflicts of interest are required. [2CFR 200.318(c)(2)] 

⬩ Inappropriate practices 

◇ Using information prepared by the FSMC

◇ Entering into negotiations prior to the bid opening

◇ Opening sealed bids prior to the published opening date

◇ Providing only certain companies with results or answers (everyone should get the same 
information)
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Avoiding Restrictions, continued…

⬩ Insufficient time- The RFP is complex.  Bidders need time to think through the 
process.  Arkansas requires 60 days before bids must be returned.    

⬩ Overly responsive – giving consideration to overly responsive elements of the 
bidder’s offer is not allowed.  Contracts must be evaluated based on the criteria of 
the RFP and the scoring criteria set up in the RFP.  

⬩ Value-added responses – Consideration may be given to responses that add value to 
the program.  It must be an element that adds value to something already contained 
in the proposal.  If not, it may be overly responsive.  SFAs must be able to discern 
this.  The added value must also be an allowable cost.  An example of added value 
would be bringing someone with advanced skills to the workforce with no additional 
cost.  A chef, a registered dietitian…
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Sending the RFP

⬩ Districts must send the RFP to all companies registered in Arkansas.  All FSMCs must register 
annually with the State Agency in order to be eligible.  (The list with contact information will be 
provided to SFAs.)

◇ Sending the RFP to all registered companies in the state eliminates the requirement of 
having to advertise in a state or regional paper.
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Pre-Bid Proposal Meetings
⬩ A pre-bid/proposal meeting is not required by USDA or the State Agency but it is STRONGLY recommended as it answers 

questions any potential bidders may have and provides information about the SFA and facilities available.  Furthermore, the 
meeting may bring to light ambiguities, errors, or omissions in the IFB/RFP, which may later be corrected through written 
amendments to the IFB/RFP. (The meeting should not be held, however, as a substitute for formally amending a deficient or 
ambiguous specification or to disseminate performance requirements in addition to those contained in the solicitation.)

■ Attendance is strongly recommended but generally is not required for submittal of a proposal. The SFA can 
make this a required meeting.

■ Information shared in the meeting must be sent to all prospective bidders.  

◇ It is recommended that 2 weeks notice is given after the solicitation is released.

◇ The meeting should be documented with sign-in sheets, include a summary of shared information and meeting 
minutes.
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Pre-Bid Proposal Meeting
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The meeting should be documented as follows:

• Provide a sign-in sheet for all in attendance, 
• Include a summary of all information shared, questions asked, and answers provided. 

• The information should be sent as a written addendum to the original solicitation. 
• If more than one addendum is required, each addendum should be numbered, and a copy of each 

addendum should be signed and returned with the bid/proposal as additional supporting documentation of 
receipt of all requirements for consideration as a responsible and responsive offeror.



Communication

It is important that the SFA provides all FSMCs with the same information.  

Example:  If you receive an email or a phone call with a specific question 
concerning the RFP, you must answer all FSMCs in writing.  State the question 
and the answer and provide the information to all.
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Completing the RFP
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SFAs determine the type of contract and select the correct RFP.  In the RFP indicate the services you intend 
to procure.  The RFP has a lot of pages, but much of it is informative. 
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Identify 
the 

district

Give contact 
information

Deadlines for 
receiving the 

proposal



Completing the RFP

⬩ For a Fixed Price RFP

◇ SFAs should fill in pages 3-14 (SFA – Red; FSMC- Green)

◇ Page 36 – the USDA Suspension and Debarment Certification FSMC return with completed RFP

◇ Page 38 – Lobbying Certification FSMC return with the completed RFP
⬩ For a Cost Reimbursable RFP

◇ SFAs should fill in pages 3-12 (SFA – Red; FSMC – Green)

◇ Page 37 –USDA Suspension and Debarment Certification FSMC return with completed RFP

◇ Page 39- Lobbying Certification FSMC return with completed RFP
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The contract 
signature page 
is the final step 

after 
negotiations 
are complete

SFA completed 
red portions, 

FSMC completes 
green portions



Division of Responsibilities

38

Indicate the 
division of 

responsibilities



Responsibilities
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Responsibilities
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Tell About Programs, Services, and Employees
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Indicate Site Information
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Current District Employees
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Financial Arrangement

44

Cost Reimbursable 
a.k.a. Cost Plus a Fee



Financial Arrangement 
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Fixed Price



Additional Documents
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Revenue and Expenditure Reports from Arkansas Public School Computer Network (APSCN) for the 20-21 
SY

Year to date report from the CNU claims system for the 20-21 SY

21 day cycle menu including all age/grade groups for all meals served.

If the SFA is currently under contract with an FSMC but it is time to rebid the contract, the menus may  be 
provided with any company identifiers removed.  



47



48



49



21 Day Cycle Menu
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• The SFA must provide the FSMC with a 21 days cycle menu

• For all age/grade groups

• For all intended meals (breakfast, lunch, snack) 

• The FSMC must adhere to the cycle menu for the first 21 days. Changes thereafter may be made with the 
approval of the SFA. [7 CFR 210.16(b) (1)]



RFP Openings and Evaluations

⬩ RFPs should be evaluated fairly and consistently, using criteria spelled out in the RFP.
⬩ Price alone is not the only basis for awarding the contract but it is the primary 

consideration.  

 Inconsistent actions by members of the scoring team can result is legal action.  
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Scoring criteria 
is indicated in 

the RFP



RFP Openings and Evaluations

⬩ Once the RFP has been successfully distributed to all required suppliers and 
received as described in the RFP the process of evaluation can begin.  

⬩ The evaluation team should be identified

◇ Names, expertise, number of members
⬩ Scoring material (sheets) should be made available
⬩ The SFA must not by-pass or change the published evaluation and scoring 

criteria.
⬩ The award should be made to the responsible offeror whose proposal is most 

advantageous to the SFA, price being the primary factor with other factors 
considered.  
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Opening and Evaluations
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• Opening bids should not occur until after the published due date in the RFP.

• Received RFPs should be kept secure until time of opening to prevent 
unauthorized disclosures.

• Each member of the evaluation team should score each RFP independently.  

• Proposals that fail to address all requirements should be considered 
unresponsive and should not be considered.  This would be an initial Pass/Fail 
evaluation.

• Remaining RFPs would be evaluated using the published scoring criteria.  



Awarding the Contract
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The SFA must provide written notification to the successful bidder.  This notification must 
clearly state that local school board approval is required before the contract is valid.  

SFA must send the completed RFP plus any addendums made to the original RFP to the 
State Agency (CNU) and include the signed school board minutes showing approval.  

All contracts must be reviewed by the State Agency.  Once all documents and signatures 
are received, the State Agency will provide written notice to the SFA that the contract is 
approved.  

Paying the FSMC from the non-profit food service account is prohibited until the 
contract is approved by CNU and signed by both parties.

Unsuccessful offerors must be notified promptly in writing.  



Duration of the Contract
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• Awarded contracts are good for one (1) year with the option to renew the contact on an annual basis 
for up to four (4) years.  Five (5) years total.  

• Addendums to the contracts are made at the time of the renewal. 

• Price increases/decreases only occur at the time of renewal should be based on a measurable index 
such as the Consumer Price Index for All Urban Consumers.

• All contracts shall include a termination clause allowing either party to cancel for cause with 60-day 
notification. 



Who’s Responsible?
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When contracting with an FSMC, the scope and extent of the management 
must be clearly spelled out in the RFP.

The SFA remains responsible for the overall operation of the programs.  
Contracting does not mean the SFA has relinquished control of the operations.   

The SA has the responsibility of reviewing the programs in the first year of the 
contract to assure program compliance.



Regulations

Buy American
⬩ The Buy American provision in 7 CFR 210.21(d) must be specified in all contracts that require the FSMC to conduct the 

procurement for food on behalf of the SFA. When exceptions to the Buy American provision are identified, the FSMC must 
notify the SFA in advance of foreign substitutes and the reason based on the approved exceptions.  

Donated Foods –
⬩ All federally donated foods received by the SFA and made available to the FSMC accrue only to the benefit of the SFAs nonprofit 

school food service and are fully utilized therein. 
⬩ SFA must make donated foods available to the FSMC
⬩ Renewal of the FSMCs contract is contingent upon the fulfillment of all provisions related to USDA donated foods.  
⬩ Donated foods must not be used for special functions.  
⬩ FSMC must credit the SFA with the value of donated foods including bonus items.
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Regulations
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USDA donated foods:

In accordance with 7 CFR 250.51(d), the FSMC must use all USDA Foods ground beef, ground pork, and all 
processed end products, in the SFA’s food service, and must use all other USDA Foods, or commercially 
purchased foods of the same generic identity, of U.S. origin, and of equal or better quality than the USDA 
Foods, in the SFA’s food service (unless the contract specifically stipulates that the USDA Foods, and not 
such commercial substitutes, must be used.

Signature authority:

The SFA retains the signatory authority for the Agreement and Policy Statement, claiming free, reduced, and 
paid meals, and the  free and reduced eligibility process 7 CFR 210.16 (a)(5)&(6)



Proprietary Rights
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The SFA has the right to access certain nonexclusive information from the FSMC.  

All trade secrets remain the property of the FSMC.

The SFA will not disclose any of the FSMC trade secrets.

The SFA will return any proprietary materials to the FSMC upon termination of the contract.
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Thank you.
Questions?

Call 501-324-9502

Nancy Dill, MS, RDN, SNS
DESE, CNU

Public School Program Manager
nancy.dill@ade.arkansas.gov

or 
Contact your Area Specialists
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