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CONTRACTING FOR SCHOOL FOOD SERVICE
FACT SHEET 4 A

CALCULATING VENDOR PAYMENT UNDER THE TYPE II CONTRACT

The award of bid under the Type II contract is to the lowest responsible bidder.  The board of education or
director of a non-public school determines bidder responsibility.  The maximum per meal fee is composed of:

1. The administrative fee, per meal 

    and

2. The direct cost of operations, consisting of food, labor and miscellaneous expenses
per meal.

(For Example)

Administrative Service Fee                             $ .10
Direct Cost of Operations    +         1.05
Maximum Per Meal Cost             $1.15

Payment to the vendor is:

Limited to:
1. The extent of program income.
2. Contract terms - meals and equivalent meals multiplied by the bid price.

Contingent upon:

1. The direct cost of operations for food, labor, and miscellaneous expenses as defined
in the contract and as audited and approved.

2. Administrative fee (quoted per meal fee multiplied by meals served).
For all examples:

Meal pattern meals served in one month 13,000
Equivalent meals served in one-month               +   7,000
Total meals = 20,000

Per meal bid price comprised of:
Direct operating costs $ 1.05
Administrative Fee +   .10  

$ 1.15

2. Maximum allowable monthly payment under contract terms: 
20,000 (total meals) x $1.15 (bid price) = $23,000



Example 1

Actual costs for one month

Food  $13,000
Labor      8,500
Misc.      2,500
Adm. Fee      2,000     ($.10 x 20,000 meals)

Total  $26,000

A. Actual Costs  = $26,000

B. Maximum Payment = $23,000 Meals x bid price

Payment to the vendor should be the lesser of A or B

Payment to vendor for this example is B = $23,000

Example 2

Actual Costs for one month
Food $10,000
Labor    7,000
Misc.    2,000
Adm. Fee       2,000      ($.10 x 20,000 meals)

Total      $21,000

A Actual Costs = $21,000

B. Maximum Payment = $23,000 Meals x Bid Price

Payment to the vendor should be the lesser of A or B

Payment to vendor in this example is A = $21,000

Reminder:

Although the district is billed on a weekly or monthly basis, the contract bid is based on the full school year.
Therefore, the SFA should review the FSMC’s financial records at least twice a school year to determine if payments to
the FSMC are within contract limits.  Payments to the FSMC may not be carried over from one contract year to another.

For further information or clarification, contact Sharon M. Smith at (518) 473-8781.
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