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OVERVIEW

• For most school systems, the CNP function is the only one that operates on a profit/loss 
basis, with the exception of the few systems that operate Enterprise Funds.

• Each cafeteria in your system is running as a free standing restaurant.

• The success/failure of your CNP department can have a significant affect on the system’s 
General Fund

• Pass Through

• Covering negative operations 

OVERVIEW

• As CSFOs, it is not only our job to understand the CNP function and what drives 
profitability, but to also develop a symbiotic relationship with the CNP Director to work 
together for what’s best for the entire school system.

• There are some basic Key Performance Indicators (KPI) that we can review and 
questions we can ask to help determine the efficiency of our CNP programs.

• Additionally, there are some more in-depth reviews/procedures that can be done to help 
make changes to an inefficient program and to help develop some long range plans.
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TOPICS FOR DISCUSSION

• Key Performance Indicators

• Meals per Labor Hour, Participation %s, Food/Labor cost %s, Inventory turnover rates

• Evaluation of Staffing, Equipment, Inventory Procedures, Payables Procedure

• Maximizing Free/Reduced Participation

• Utilizing USDA Commodities & Feeding Programs

• Understanding Pass Through/IDC

• Working with CNP Director

MEALS PER LABOR HOUR (MPLH)

• Meals per labor hour is the most common measure of productivity in school nutrition.

• Determined by dividing the number of meal equivalents (ME) produced and served in a day by 
the number of labor hours

• Meal Equivalents is determined by converting different types of meals (breakfasts, lunches, snacks) 
and non-program revenue to a standard reimbursable student lunch.  MEs can be calculated in 
different ways across the states, but the most accurate method for developing a lunch/meal 
equivalent rate is based on the full cost of producing a reimbursable lunch.

• Your CNP Director should be computing ME, or having your software compute it, so there is no 
need for CSFO to compute it. 

MEALS PER LABOR HOUR

• Productive Labor Hours

• These are the actual hours assigned to a local school site and include all labor charged to and 

paid for by CNP for work performed.

• Note: If workers are paid for sick leave and a substitute is paid, then only the substitute labor hours 
should be included in the formula.  Sick/Personal leave should not be considered productive labor, as 
it will distort the picture.

• Once again, your CNP Director will be calculating the number of productive labor hours at each 
school site, so CSFOs simply need to understand the term and what it represents.
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MEALS PER LABOR HOUR
EXAMPLE

• Based on lunch, breakfast, snacks and other sales, your calculations indicate 684 Meal 
Equivalents for the day.

• The current productive labor is 49 hours for a day, which includes all school nutrition 
employees and the manager.

• MPLH = 684 / 49 = 14 (rounded)

• The ALSDE sets a goal of 14 to16 MPLH.  That’s going to be harder for some systems 
than others to achieve, but the goal is to continually improve MPLH.

SAMPLE ME/MPLH WORKSHEET

AVERAGE DAILY PARTICIPATION (ADP)

• Simply put, ADP is the average number of student reimbursable meals served in a school 
nutrition program on a daily basis.

• Monitoring ADP can be useful for making a number of decisions, daily and long term.  It 
helps determine labor requirements, food purchasing & non-food purchasing projections.  
It can be used to determine the popularity of menu options, evaluate productivity & 
gauge customer satisfaction.

• The CNP department should have established participation goals and should create 
objectives for meeting those goals.
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AVERAGE DAILY PARTICIPATION
EXAMPLE

• Basic ADP Formula:   # of Student Lunches & Breakfasts / # of operating days in month

• Example:  A school served 11,000 reimbursable breakfasts & 24,000 reimbursable lunches in a 
month w/ 21 operating days

• Breakfast ADP = 11,000 / 21 = 524

• Lunch ADP – 24,000 / 21 = 1,143

• Once you know ADP, then it is easy to determine the ADP RATE, which tells you the 
percentage of students at a given school that are eating a school meal.

• In our example, lets assume there are 2,100 students at the school.

• Breakfast ADP Rate 524 / 2,100 = 25% Lunch ADP Rate 1,143 / 2,100 = 54%

ADP INDUSTRY STANDARDS

• ADP for elementary breakfast = 35%

• ADP for elementary lunch = 75%

• ADP for middle school breakfast = 35%

• ADP for middle school lunch = 75%

• ADP for high school breakfast = 25%

• ADP for high school lunch = 65%

PER MEAL COSTS

• One of the best benchmarks used to evaluate the effectiveness of the nutrition operation 
in managing expenditures is determining costs as a percentage of revenue.

• Standard benchmarks are:

• Food Costs (40% – 43%)

• Labor Costs (40% - 43%)

• Supply Costs (4% - 6%)

• These should sum to less than 100%, thereby creating a profit for the program

• If any of these percentages are significantly over/under the standard benchmarks, then it 
indicates a need to investigate the reason why.
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POSSIBLE REASONS FOR HIGH
FOOD & LABOR COSTS

• Food % Costs Too High

• Not using commodities effectively, poor inventory management, theft, poor forecasting, not 
tracking plate costs correctly, ordering too many high cost items

• Labor % Costs Too High

• Overstaffed at locations, existing staff not working efficiently (causing OT), salaries too high

• Since both of these are a percentage of revenues, it could also be that food sales are too 
low, meaning participation numbers may be declining.  If so, why?

• Can’t simply increase meal prices significantly to generate more revenue.  

• ALSDE Paid Lunch Equity tool

CNP FINANCIAL PROFILE

Net Excess/Deficit – Are you make a profit?

Operating Balance – Do you have 1 month?  What 
is the trend?

SWP Rebates – Are they being utilized?

Food/Labor Costs – Are the percentages in line 
with what you expect?

Participation – Are students eating the lunches we 
provide?  Especially concerning if free student 
participation is not high.

INVENTORY TURNOVER RATE

• Inventory turnover is a measure of inventory efficiency.  Specifically, it is the number of 
times inventory is utilized in a period.  It can be used to determine if an operation 
holding too much inventory.

• The financial goal of inventory management is to control food and supply investments, 
and the inventory turnover rate provides an indication of the CNP department’s ability 
to control inventory levels.

• A school that receives a weekly delivery for most products should have a turnover rate 
of once every 7-10 days, or 2-3 times per month. 
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INVENTORY MANAGEMENT

• The CNP Department should have sound controls in place to protect inventory.

• Locks, Security Cameras, Up-to-Date Inventory Counts

• Is inventory tracked manually or through an electronic system?

• Theft of food inventory and/or supplies is a real problem, and it will drive up food cost, 

reducing profit

• Care should also be taken to use inventory on hand before it is out of date or spoiled.

• The inventory turnover rate is a good indicator.

• Proper forecasting by the CNP department can also prevent throwing away unused food

EQUIPMENT ANALYSIS

• What is the age of current kitchen equipment?

• What is it costing to repair/maintain it?

• Do you have idle equipment that can be sold?

• Do you have a new school coming online that will need a kitchen full of equipment?

• $350 - $500K

• Equipment Request Approval Form

• Must be completed for any equipment costing $5,000 or more

MAXIMIZING FREE/REDUCED PARTICIPATION

• Maximizing Free/Reduced participation can have many positive affects on the school 
system’s finances.

• USDA Revenues & Eligibility for Programs

• E-Rate, Title I funding, grants

• Need to advertise/encourage participation

• Open House

• Online Applications vs. Paper

• Kiosks
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USDA COMMODITIES & FEEDING PROGRAMS

• USDA commodity foods are available to any school district that participates in a USDA 
nutrition program.  USDA foods are 100% American grown, and they should represent 
15% to 20% of the foods used by CNP.

• Commodities are free and are a excellent way to keep plate costs low, which in turn helps 

generate more profits for CNP.

• If the CNP Financial Profile reveals food cost percentages that are higher than expected, 

then one area to review would be the amount of commodities being utilized.

USDA COMMODITIES & FEEDING PROGRAMS

• In most systems, the USDA revenues will be the largest category of revenue collected by 
the CNP department.

• A system’s number of free/reduced students will drive the amount of revenue received and 
the types of programs available for participation

• As CSFO, you should understand all the programs available for your system, and whether 
or not your system is taking advantage of them

• Each USDA program will have unique requirements, which your CNP Director understand

USDA FEEDING PROGRAMS

• Breakfast and Lunch – National School Lunch Program (NSLP)

• All systems eligible to participate

• Current Reimbursement Rates: Free $3.37 Reduced $2.97

• Paying students:  $.37 from USDA (Our lunch price is $2.75)

• (ex. Less than 60% Free/reduced)

• After School Snack – at risk – (child & adult care) - 50% F/R systemwide

• All kids 18 and younger

• CCBOE is saving 1.5 million/year in pass thru 
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USDA FEEDING PROGRAMS

• Community Eligibility Program – 60% Direct Certification Recommended to Participate

• 96% Reimbursement from USDA

• Eligibility can be school to school

• Under this program, ALL students eat Breakfast/Lunch at no charge, and the full USDA 
reimbursement goes to CNP for each meal

• Summer Feeding programs  – extension of NSLP – 40% F/R in area –not systemwide

• Reimbursement is  $2.29 breakfast.    $4.33 lunch

• Reduced dietary restrictions

• All children 18 and under

UNDERSTANDING PASS THROUGH & IDC

• The Pass Through worksheet is a requirement of the CNP Department at the 
ALSDE, and it is completed/submitted along with the Annual Budget
• The CSFO may complete this, or the CNP Director – varies

• The overall calculation for the annual pass through is 100% of CNP benefits, and the sum of all 
the state raises since 1993.

• Currently required to pass through if CNP fund balance is less than one month.

• Indirect Cost rate is established year to year, and is charged to all CNP expenditures, 
with the exception of: Purchased Food, Food Processing Supplies & Capitalized 
Equip.
• If not currently charging CNP, I would recommend you start.  It can be a significant amount of 

revenue for the General Fund.  However, it makes no sense to charge IDC to the point it puts 
CNP at less than one month fund balance.

NEW PASS THRU CALCULATION
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WORKING WITH YOUR CNP DIRECTOR

• For too many years, there has been an US vs. THEM mentality regarding the Finance 
Department (General Fund) and the CNP Department (CNP Funds).

• You should be working closely with your CNP Director to review KPIs, evaluate 
equipment needs, and make financial decisions regarding pass through/fund balance.

• It also helps if your CNP Director works closely with the principals

• To quote a fellow CSFO, “working closely with my CNP Director to jointly make 
decisions about equipment, staffing & financial needs had a larger positive impact on my 
General Fund than anything else I have ever done”

QUESTIONS?
Russell W. Raney

Cullman City Schools

rraney@cullmancats.net

256-775-5806


