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January 23, 2004

TO: Institutions Participating in the Child and Adult Care Food Program

FROM: Arnette Cowan, MS, RD, LDN
Head, Special Nutrition Programs

SUBJECT: Treatment of the Shared Maintenance Fee for Food Bank Donationsin the
Child and Adult Care Food Program (CACFP)

The purpose of this memorandum is to provide guidance on the procedures for determining the
allowable cost portion of the shared maintenance fees charged by food banks for donations to
ingtitutions and facilities participating in the Child and Adult Care Food Program (CACFP). Food
banks charge a shared maintenance fee to outlets receiving the donation to cover the food bank’ s cost
for receiving, warehousing and delivering food and nonfood items. Most food banks establish the
shared maintenance fee on a per-item, per-pound or per-shipment basis.

The shared maintenance fees is treated the same as a commercia supplier’ s shipping and handling
charges. Therefore, the shared maintenance fees associated with the donation of food and food
service/administrative supplies used in the CACFP Program are alowable costs. However food
banks, like some full line commercial distributors, also provide organizations with a variety of other
itemsthat are not used in the Program. In these situations, it will be necessary to determine the
portion of the shared maintenance fee that applies to allowable costs, i.e., the food and food
service/administrative supplies used in the CACFP and the portion that applies to items not used in
the Program.

How to Allocate the Shared M aintenance Fee

When the shared maintenance fee is charged on a per-pound or per-item basis, the allowable cost
portion is computed by multiplying the quantity of the items used for CACFP times the maintenance
feefor that item.

When the maintenance fee is based on a per-shipment basis and the shipment includes donated items
used for Program and nonprogram purposes, the receiving organizations must allocate the
maintenance fee on areasonable basis. Aslong as the method results in areasonable alocation
between program and nonprogram items, any allocation method can be used. However, the easiest
way to allocate the per-shipment maintenance fee isto convert the per-shipment charge into a per-
pound or per-item charge for each shipment received.

Just as commercia suppliers assess different charges for frozen versus fresh non-perishable items,
some food banks may charge a varying shared maintenance fee depending upon the type of item
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being delivered. In cases where fees differ by item type, care must be taken to use the correct fee per-
item in the computation.

A food bank may also receive State emergency food subsidies, or other third party funding, intended
to subsidize the shared maintenance fees paid by certain types of organizations. Asaresult, some
food banks may use avarying fee structure.

Classifying Allowable Shared M aintenance Feesfor CACFP

Depending on the items used in the Program, the allowabl e shared maintenance fee is either an
operating cost or an administrative cost. The chart below demonstrates how to classify allowable
shared maintenance fee costs.

Donated Item Cost Category M aintenance Fee
Fresh, frozen and dry foods and spices Food Operating Cost
Plates, utensils, napkins Food service supplies Operating Cost
Paper, pens, office supplies Expendable supplies Administrative Cost

The shared maintenance fees associated with items not used in the Program are unallowable costs.
For example, items such as diapers and pet food cannot be charged as a Program cost.

Food Banks as CACFP Sponsorswith Co-L ocated M eal Prepar ation

When afood bank is also a CACFP sponsor and the food bank prepares meals for its own facilities,
computing the allowable portion of the shared maintenance fee requires specia attention. As
discussed above, the shared maintenance fee is established to cover the food bank’ s costs for
receiving, storing and delivering donated items. When the sponsor’ s meal preparation facility is co-
located with the food bank’ s storage facility, the food bank does not incur delivery costs for the
donated foods used at its meal preparation facility.

While the components of the shared maintenance fee should be alocated to exclude these delivery
costs, the State agency may waive this requirement. In order to waive the requirement, the State
agency must determine that the time and effort needed to perform the all ocation outweighs the
benefits to be received.

When the food bank delivers meals to its sponsored facilities, the cost of delivering mealsto these
off-sitelocationsis an allowable operating cost, but is a separate cost apart from the shared
maintenance fee.

Food Bank asa Vendor

A food bank that vends mealsto other Child Nutrition institutions is treated the same as any other
vendor that participatesin the bid process. Since the food bank submits a bid price, the shared
mai ntenance fee issue does not arise.

Please contact your regional consultant if you have questions or need additional information.

CC: SNP Staff
Auditors
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