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INDEPENDENT AUDITOR’S REPORT 
 

 
Northern Local School District  
Perry County 
8700 Sheridan Road, NW 
Thornville, Ohio  43076 
  
To the Board of Education: 
 
Report on the Financial Statements 
 
We have audited the accompanying modified cash basis financial statements of the governmental 
activities, each major fund, and the aggregate remaining fund information of the Northern Local School 
District, Perry County, Ohio (the District), as of and for the year ended June 30, 2017 and the related 
notes to the financial statements, which collectively comprise the District’s basic financial statements as 
listed in the table of contents.   
 
Management's Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with the modified cash accounting basis Note 2 describes.  This responsibility includes determining that 
the modified cash accounting basis is acceptable for the circumstances. Management is also responsible 
for designing, implementing and maintaining internal control relevant to preparing and fairly presenting 
financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit. We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit 
standards in the Comptroller General of the United States’ Government Auditing Standards. Those 
standards require us to plan and perform the audit to reasonably assure the financial statements are free 
from material misstatement.  
 
An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control 
relevant to the District's preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the District's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of 
their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.  
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Opinion  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective modified cash financial position of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Northern Local School District, Perry County, Ohio, as of 
June 30, 2017, and the respective changes in modified cash financial position and the budgetary 
comparison for the General Fund thereof for the year then ended in accordance with the accounting basis 
described in Note 2. 
   
Accounting Basis 
 
Ohio Administrative Code § 117-2-03(B) requires the District to prepare its annual financial report in 
accordance with accounting principles generally accepted in the United States of America. We draw 
attention to Note 2 of the financial statements, which describes the basis applied to these statements.  
The financial statements are prepared on the modified cash basis of accounting, which is a basis other 
than generally accepted accounting principles.  We did not modify our opinion regarding this matter.   
 
Other Matters  

 
Supplemental Information 
 
Our audit was conducted to opine on the financial statements taken as a whole.   
 
The Schedule of Receipts and Expenditures of Federal Awards (the Schedule) presents additional 
analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards and is not a required part of 
the financial statements.  
 
The Schedule is management’s responsibility, and derives from and relates directly to the underlying 
accounting and other records used to prepare the basic financial statements.  We subjected this 
Schedule to the auditing procedures we applied to the basic financial statements.  We also applied 
certain additional procedures, including comparing and reconciling this Schedule directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and in accordance with auditing standards generally accepted in the United 
States of America.  In our opinion, this Schedule is fairly stated in all material respects in relation to the 
basic financial statements taken as a whole. 
 
Other Information 
 
We applied no procedures to Management’s Discussion & Analysis as listed in the Table of Contents.  
Accordingly, we express no opinion or any other assurance on it. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated March 22, 
2018, on our consideration of the District’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  That report describes the scope of our internal control testing over financial reporting and 
compliance, and the results of that testing, and does not opine on internal control over financial reporting 
or on compliance.   
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That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the District’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
Columbus, Ohio 
 
March 22, 2018 
 
 
 
 

jrhelle
Yost Signature
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FEDERAL GRANTOR Federal Pass-Through Passed Total Total
Pass-Through Grantor CFDA Entity Identifying Through to Federal Federal
Program/Cluster Title Number Number Subrecipients Receipts Expenditures

U.S. DEPARTMENT OF AGRICULTURE
Passed Through Ohio Department of Education:
Child Nutrition Cluster:
  Non-Cash Assistance (Food Distribution):
    School Breakfast Program 10.553 2016/2017 $0 $29,439 $29,439
    National School Lunch Program 10.555 2016/2017 0 52,335 52,335
  Non-Cash Assistance Subtotal 0 81,774 81,774

  Cash Assistance:
    School Breakfast Program 10.553 2016/2017 0 322,398 322,398
    National School Lunch Program 10.555 2016/2017 0 409,051 409,051
  Cash Assistance Subtotal 0 731,449 731,449

Total Child Nutrition Cluster 0 813,223 813,223

Total U.S. Department of Agriculture 0 813,223 813,223

U.S. DEPARTMENT OF EDUCATION
Passed Through Ohio Department of Education:
Title I Grants to Local Educational Agencies 84.010 2016 0 24,437 0

2017 0 427,093 427,093
Total Title I Grants to Local Educational Agencies 0 451,530 427,093

Special Education Cluster:
  Special Education - Grants to States 84.027 2017 0 450,907 450,907
Total Special Education Cluster 0 450,907 450,907

Twenty-First Century Community Learning Centers 84.287 2016 0 41,320 5,114
2017 0 200,000 199,258

Total Twenty-First Century Community Learning Centers 0 241,320 204,372

Improving Teacher Quality State Grants 84.367 2016 0 11,612 0
2017 0 88,816 88,816

Total Improving Teacher Quality State Grants 0 100,428 88,816

Total U.S. Department of Education 0 1,244,185 1,171,188

Total Receipts and Expenditures of Federal Awards $0 $2,057,408 $1,984,411

The accompanying notes are an integral part of this schedule.

NORTHERN LOCAL SCHOOL DISTRICT
PERRY COUNTY

SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017
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NORTHERN LOCAL SCHOOL DISTRICT 
PERRY COUNTY 

 
NOTES TO THE SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS  

2 CFR PART 200.510(b)(6) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 

 
 

NOTE A – BASIS OF PRESENTATION 
 
The accompanying Schedule of Receipts and Expenditures of Federal Awards (the Schedule) includes 
the federal award activity of the Northern Local School District, Perry County, Ohio, (the District) under 
programs of the federal government for the year ended June 30, 2017.  The information on this Schedule 
is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance).  Because the Schedule presents only a selected portion of the operations of the 
District, it is not intended to and does not present the financial position, changes in net position, or cash 
flows of the District. 
 
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Receipts and expenditures reported on the Schedule are reported on the cash basis of accounting. Such 
expenditures are recognized following the cost principles contained in Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards, wherein certain types of expenditures may or may not be allowable or may be limited as 
to reimbursement.  The District has elected not to use the 10-percent de minimis indirect cost rate as 
allowed under the Uniform Guidance. 
 
NOTE C – CHILD NUTRITION CLUSTER 
 
The District commingles cash receipts from the U.S. Department of Agriculture with similar State grants.  
When reporting expenditures on this Schedule, the District assumes it expends federal monies first.   
 
NOTE D – FOOD DONATION PROGRAM 
 
The District reports commodities consumed on the Schedule at the fair value.  The District allocated 
donated food commodities to the respective program that benefitted from the use of those donated food 
commodities. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Northern Local School District 
Perry County 
8700 Sheridan Road, NW 
Thornville, Ohio  43076 
 
To the Board of Education: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the modified cash-basis 
financial statements of the governmental activities, each major fund, and the aggregate remaining fund 
information of the Northern Local School District, Perry County, Ohio (the District), as of and for the year 
ended June 30, 2017, and the related notes to the financial statements, which collectively comprise the 
District’s basic financial statements and have issued our report thereon dated March 22, 2018, wherein 
we noted the District uses a special purpose framework other than generally accepted accounting 
principles. 
 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the District’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the 
extent necessary to support our opinions on the financial statements, but not to the extent necessary to 
opine on the effectiveness of the District’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements.  A material weakness is a deficiency, or combination of internal control 
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely 
correct a material misstatement of the District’s financial statements.  A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material 
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in 
internal control that we consider material weaknesses.  However, unidentified material weaknesses may 
exist. 
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Compliance and Other Matters 
 
As part of reasonably assuring whether the District’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and, accordingly, we do not express an opinion.  The results of our tests disclosed instances of 
noncompliance or other matters we must report under Government Auditing Standards, which are 
described in the accompanying Schedule of Findings as items 2017-001 through 2017-003. 
 
District’s Responses to Findings 

 
The District’s responses to the Findings identified in our audit are described in the accompanying 
Schedule of Findings and Corrective Action Plan.  We did not audit the District’s responses and, 
accordingly, we express no opinion on them. 
 
Purpose of this Report 

 
This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the District’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the District’s 
internal control and compliance.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
Columbus, Ohio 
 
March 22, 2018 
 
 

jrhelle
Yost Signature
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS 

APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL  
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 
 

Northern Local School District 
Perry County 
8700 Sheridan Road, NW 
Thornville, Ohio  43076 
 
To the Board of Education: 

 
Report on Compliance for Each Major Federal Program   

 
We have audited the Northern Local School District’s, Perry County, Ohio (the District), compliance with 
the applicable requirements described in the U.S. Office of Management and Budget (OMB) Compliance 
Supplement that could directly and materially affect each of the District’s major federal programs for the 
year ended June 30, 2017.  The Summary of Auditor’s Results in the accompanying Schedule of Findings 
identifies the District’s major federal programs.  
 
Management’s Responsibility 
 
The District’s management is responsible for complying with federal statutes, regulations, and the terms 
and conditions of its federal awards applicable to its federal programs.   
 
Auditor’s Responsibility 
 
Our responsibility is to opine on the District’s compliance for each of the District’s major federal programs 
based on our audit of the applicable compliance requirements referred to above.  Our compliance audit 
followed auditing standards generally accepted in the United States of America; the standards for 
financial audits included in the Comptroller General of the United States’ Government Auditing Standards; 
and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  These 
standards and the Uniform Guidance require us to plan and perform the audit to reasonably assure 
whether noncompliance with the applicable compliance requirements referred to above that could directly 
and materially affect a major federal program occurred.  An audit includes examining, on a test basis, 
evidence about the District’s compliance with those requirements and performing such other procedures 
as we considered necessary in the circumstances.   
 
We believe our audit provides a reasonable basis for our compliance opinion on each of the District’s 
major programs. However, our audit does not provide a legal determination of the District’s compliance. 
 
Basis for Qualified Opinion on Child Nutrition Cluster 
 
As described in Finding 2017-004 in the accompanying Schedule of Findings, the District did not comply 
with requirements regarding paid lunch equity applicable to its Child Nutrition Cluster major federal 
program.  Compliance with this requirement is necessary, in our opinion, for the District to comply with 
requirements applicable to this program. 
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Qualified Opinion on Child Nutrition Cluster 
 
In our opinion, except for the noncompliance described in the Basis for Qualified Opinion on Child 
Nutrition Cluster paragraph, the District complied, in all material respects, with the requirements referred 
to above that could directly and materially affect its Child Nutrition Cluster major federal program for the 
year ended June 30, 2017.    
 
Unmodified Opinion on the Other Major Federal Program 
 
In our opinion, the District complied in all material respects with the requirements referred to above that 
could directly and materially affect its other major federal program identified in the Summary of Auditor’s 
Results section of the accompanying Schedule of Findings for the year ended June 30, 2017. 
 
Report on Internal Control Over Compliance 
 
The District’s management is responsible for establishing and maintaining effective internal control over 
compliance with the applicable compliance requirements referred to above.  In planning and performing 
our compliance audit, we considered the District’s internal control over compliance with the applicable 
requirements that could directly and materially affect a major federal program, to determine our auditing 
procedures appropriate for opining on each major federal program’s compliance and to test and report on 
internal control over compliance in accordance with the Uniform Guidance, but not to the extent needed 
to opine on the effectiveness of internal control over compliance. Accordingly, we have not opined on the 
effectiveness of the District’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, when performing their assigned functions, to 
prevent, or to timely detect and correct, noncompliance with a federal program’s applicable compliance 
requirement. A material weakness in internal control over compliance is a deficiency, or combination of 
deficiencies in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a federal program’s compliance requirement will not be prevented, or timely detected 
or corrected. A significant deficiency in internal over compliance is a deficiency or a combination of 
deficiencies in internal control over compliance with a federal program’s applicable compliance 
requirement that is less severe than a material weakness in internal control over compliance, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. Therefore, we cannot assure 
we have identified all deficiencies in internal control over compliance that might be material weaknesses 
or significant deficiencies.  However, we identified a certain deficiency in internal control over compliance 
that we consider to be a material weakness, described in the accompanying Schedule of Findings as item 
2017-004.  
 
The District’s response to our internal control over compliance finding is described in the accompanying 
Schedule of Findings and Corrective Action Plan.  We did not audit the District’s response and, 
accordingly, we express no opinion on it. 
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This report only describes the scope of our internal control over compliance tests and the results of this 
testing based on Uniform Guidance requirements.  Accordingly, this report is not suitable for any other 
purpose.  
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
Columbus, Ohio   
 
March 22, 2018 

jrhelle
Yost Signature
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NORTHERN LOCAL SCHOOL DISTRICT 
PERRY COUNTY 

 
SCHEDULE OF FINDINGS 

2 CFR PART 200.515 
JUNE 30, 2017 

 
 

1.  SUMMARY OF AUDITOR’S RESULTS 

 

(d)(1)(i) Type of Financial Statement Opinion Unmodified 

(d)(1)(ii) Were there any material weaknesses in internal control 
reported at the financial statement level (GAGAS)? 

No 

(d)(1)(ii) Were there any significant deficiencies in internal control 
reported at the financial statement level (GAGAS)? 

No 

(d)(1)(iii) Was there any reported material noncompliance at the 
financial statement level (GAGAS)? 

Yes 

(d)(1)(iv) Were there any material weaknesses in internal control 
reported for major federal programs? 

Yes 

(d)(1)(iv) Were there any significant deficiencies in internal control 
reported for major federal programs? 

No 

(d)(1)(v) Type of Major Programs’ Compliance Opinion Nutrition Cluster - 
Qualified 

Title I – Unmodified 

(d)(1)(vi) Are there any reportable findings under 2 CFR Part 
200.516(a)? 

Yes 

(d)(1)(vii) Major Programs (list): 

 Child Nutrition Cluster – CFDA Nos. 10.553 and 10.555 
 Title I Grants to Local Educational Agencies – CFDA No. 84.010 

(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $750,000 
Type B: all others  

(d)(1)(ix) Low Risk Auditee under 2 CFR Part 200.520? No 

 
2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

 
FINDING NUMBER 2017-001 

 
Noncompliance  

 
Ohio Rev. Code § 117.38 provides, in part, that each public office shall file a financial report for each 
fiscal year, within sixty days after the close of the fiscal year, except that public offices reporting pursuant 
to generally accepted accounting principles shall file their reports within one hundred fifty days after the 
close of the fiscal year.  The Auditor of State may prescribe forms by rule or may issue guidelines, or 
both, for such reports. If the Auditor of State has not prescribed a rule regarding the form for the report, 
the public office shall submit its report on the form utilized by the public office.  Ohio Admin. Code § 117-
2-03 further clarifies the requirements of Ohio Rev. Code § 117.38. 
 
Ohio Admin. Code § 117-2-03(B) requires the District to file its annual financial report pursuant to 
generally accepted accounting principles. 
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FINDING NUMBER 2017-001 (Continued) 
 
Noncompliance (Continued) 
 
However, the District prepared its financial statements in accordance with standards established by the 
Auditor of State for governmental entities not required to prepare annual reports in accordance with 
generally accepted accounting principles. 

 
The accompanying financial statements and notes omit assets, liabilities, fund equities, and disclosures 
that, while material, cannot be determined at this time.  Pursuant to Ohio Rev. Code § 117.38, the District 
may be fined and subject to various other administrative remedies for its failure to file the required 
financial report. 
 
The District should take the necessary steps to ensure that the annual financial report is prepared on a 
generally accepted accounting principles basis.   
 

FINDING NUMBER 2017-002 
 
Noncompliance 
 
Ohio Rev. Code § 5705.10(I) states that money paid into any fund shall be used only for the purposes for 
which such fund is established. Ohio Rev. Code § 3315.20 states that a school district may have a deficit 
in any special fund of the district only if both of the following conditions are satisfied: 
 

(A) The District has a request for payment pending with the state sufficient to cover the amount of 
the deficit and there is a reasonable likelihood that the payment will be made; and, 
 

(B) The unspent and unencumbered balance in the District's General Fund is greater than the 
aggregate of deficit amounts in all of the District's special funds. 

 
We noted the following funds had negative cash fund balances at month-end for the selected dates 
tested: 

Date Fund (No.)

Negative 
Fund 

Balance
September 30, 2016 Permanent Improvement (003) $140,154

Food Service (006) 138,474
Self-Insurance (024) 176,699
IDEA (516) 144,379
Title I (572) 187,247
Title II (590) 32,975

February 28, 2017 Permanent Improvement (003) 615,617
Self-Insurance (024) 192,962
Title I (572) 23,054  
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FINDING NUMBER 2017-002 (Continued) 
 
Noncompliance (Continued) 
 

Date Fund (No.)

Negative 
Fund 

Balance
May 31, 2017 Permanent Improvement (003) 54,686

Self-Insurance (024) 551,028
IDEA (516) 108,687
Title I (572) 139,276
Title II (590) 48,215

June 30, 2017 Self-Insurance (024) 791,715  
 
In addition, the District’s Self Insurance Internal Service Fund reflects a negative cash balance of 
$1,037,438 on the accompanying financial statements as of June 30, 2017.   
 
The aforementioned conditions were not met as sufficient outstanding requests were not in place to 
cover the deficit balances.  Negative fund cash balances indicate that money from one fund was used 
to cover the expenses of the negative balance funds. 
 
The Treasurer should monitor activity in the funds to ensure that money paid into funds is only being 
used for the purposes for which such funds are established. 
 

FINDING NUMBER 2017-003 
 

Noncompliance  
 
Ohio Rev. Code § 9.833 states such funds shall be reserved as are necessary, in the exercise of sound 
and prudent actuarial judgment, to cover potential cost of health care benefits for the officers and 
employees of the political subdivision.  A certified audited financial statement and a report of amounts so 
reserved and disbursements made from such funds, together with a written report of a member of the 
American academy of actuaries certifying whether the amounts reserved conform to the requirements of 
this division, are computed in accordance with accepted loss reserving standards, and are fairly stated in 
accordance with sound loss reserving principles, shall be prepared and maintained, within ninety days 
after the last day of the fiscal year of the entity for which the report is provided for that fiscal year, in the 
office of the program administrator described in division (C)(3) of this section.    
 
The actuarial report was provided indicating the minimum requirements under their interpretation of § 
9.833 of the Ohio Revised Code were not satisfied.   

 
Based upon the actuarial report, as of June 30, 2017, the District’s reported reserved funds available to 
pay Incurred But Not Report (IBNR) claims was ($791,715), as determined based upon analysis of 
historic claims data and generally accepted actuarial principles.  Estimated IBNR claims as of June 30, 
2017 were $370,749.  Funds were not reserved as necessary to cover potential cost of health care 
benefits for the officers and employees of the District.   
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FINDING NUMBER 2017-003 (Continued) 
 

Noncompliance (Continued) 
 
The Board of Education should address self-insurance rates and perform appropriate adjustments as 
needed to ensure that the District has the required reserved funds available to cover current claims and 
incurred but not reported claims. 
 
Officials’ Responses:  See Corrective Action Plan. 
 

3. FINDINGS FOR FEDERAL AWARDS
 

Finding Number  2017-004 

CFDA Title and Number Child Nutrition Cluster – CFDA Nos. 10.553 and 10.555 

 

Federal Award Identification 
Number / Year 

2017 

Federal Agency U.S. Department of Education 

Pass-Through Entity Ohio Department of Education 

Repeat Finding from Prior Audit? No Finding Number 
(if repeat) 

 

 
Noncompliance/Material Weakness – Paid Lunch Equity 
 
7 C.F.R. Part 210.14(e) states that for each school year beginning July 1, 2011, school food authorities 
shall establish prices for paid lunches in accordance with this paragraph. Each school food authority shall:  

(i) Determine the average price of paid lunches. The average shall be determined based on the total 
number of paid lunches claimed for the month of October in the previous school year, at each 
different price charged by the school food authority.   

(ii) Calculate the difference between the per meal Federal reimbursement for paid and free lunches 
received by the school food authority in the previous school year (i.e., the reimbursement 
difference). 

(iii) Compare the average price of a paid lunch under paragraph (e)(1)(i) of this section to the 
difference between reimbursement rates under paragraph (e)(1)(ii) of this section.  When the 
average paid lunch price from the prior school year is equal to or greater than the difference in 
reimbursement rates as determined in paragraph (e)(1)(iii) of this section, the school food 
authority shall establish an average paid lunch price for the current school year that is not less 
than the difference identified in (e)(1)(iii) of this section; except that, the school food authority may 
use the procedure in paragraph (e)(4)(ii) of this section when establishing prices of paid lunches.  
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FINDING NUMBER 2017-004 (Continued) 
 
Noncompliance/Material Weakness – Paid Lunch Equity (Continued) 
 

When the average price from the prior school year is lower than the difference in reimbursement 
rates as determined in paragraph (e)(1)(iii) of this section, the school food authority shall establish 
an average price for the current school year that is not less than the average price charged in the 
previous school year as adjusted by a percentage equal to the sum obtained by adding two 
percent and the percentage change in the Consumers Price Index for All Urban Consumers used 
to increase the Federal reimbursement rate under section 11 of the Act for the most recent school 
year for which data are available. The percentage to be used is found in the annual notice 
published in the Federal Register announcing the national average payment rates, from the prior 
year.  The maximum annual average price increase required under this paragraph shall not 
exceed ten cents.  Any school food authority may round the adjusted price of the paid lunches 
down to the nearest five cents.  A school food authority may increase the average price by more 
than ten cents. 

 
For fiscal year 2017, the School District charged an average weighted price ($2.13) for paid lunch which 
was less than the minimum price required by 7 C.F.R. Part 210.14(e)(3) of $2.40.   
 
The District should adjust lunch prices to comply with the requirements of 7 C.F.R. Part 210.14(e)(3).   
 
Officials’ Response:  See Corrective Action Plan. 
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