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Policy Memoranda

References have been made to numbered memoranda issued
by the Food and Nutrition Service National Office. The
numbering system may differ from your State agency or FNS
Regional Office.

The U.S. Department of Agriculture prohibits discrimination against its customers, employees,
and applicants for employment on the bases of race, color, national origin, age, disability, sex,
gender identify, religion, reprisal, and where applicable, political beliefs, marital status, familial
or parental status, sexual orientation, or all or part of an individual's income is derived from any
public assistance program, or protected genetic information in employment or in any program or
activity conducted or funded by the Department (Not all prohibited bases will apply to all
programs and/or employment activities.)

If you wish to file a Civil Rights program complaint of discrimination, complete the USDA
Program Discrimination Complain Form, found online at
http://www.ascr.usda.gov/complaint_filing cust.html

or at any USDA office, or call (866) 632-9992 to request the form. You may also write a letter
containing all of the information requested in the form. Send your completed complaint form or
letter to us by mail at U.S. Department of Agriculture, Director, Office of Adjudication, 1400
Independence Avenue, S.W., Washington, D.C. 20250-9410, by fax (202) 690-7442 or email at
program.intake@usda.gov.

Individuals who are deaf, hard of hearing, or have speech disabilities may contact USDA
through the Federal Relay Service at (800) 877-8339; or (800) 845-6136 (Spanish).

USDA is an equal opportunity provider and employer.
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Introduction

The serious deficiency process of the Child and Adult Care Food Program (CACFP) was
established to ensure compliance with U.S. Department of Agriculture (USDA) Food and
Nutrition Service (FNS) regulations and guidance. It offers State agencies, sponsoring
organizations, and FNS the right to terminate for cause centers or Day care Homes (DCH) that
are not in compliance with Federal regulations.

Historical Background of the CACFP Serious Deficiency Process

The serious deficiency process was first established in 1978. Below is a brief overview of the
laws that Congress has passed that have expanded the process over the years.

1978: The Child Nutrition Amendments of 1978 (Public Law 95-627)

o Established the serious deficiency process.
o Established the termination process for institutions.

2000: The Agricultural Risk Protection Act of 2000 (Public Law 106-224)

¢ Required USDA to maintain a National Disqualified List (NDL) for institutions, DCHS,
providers, and individuals that have been terminated or otherwise disqualified from
participation in the CACFP.

o Established the termination, suspension, and appeals procedures for institutions and
homes.

e Established fund recovery procedures.

e Established the termination of day DCH care homes.

2000: The Grain Standards and Warehouse Improvement Act, 2000 (Public Law 106-472)
e Established the suspension process for false and fraudulent claims.

2002: Child and Adult Care Food Program: Improving Management and Program Integrity
(1% Interim rule)

o Established the abbreviated appeals process.

2004: Child and Adult Care Food Program: Improving Management and Program Integrity
(2" Interim rule)

o Established that State agencies must check the NDL before approving an application for
participation.

2011: Child and Adult Care Food Program: Improving Management and Program Integrity
(Final Rule)

o Established the temporary deferment of serious deficiency status.
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2011: USDA, Office of Inspector General Audit Report #14-2012 Review of Management
Controls (#27601-0012-SF).

o Develop submission forms for State agencies to use when requesting an institution,
responsible principals or individuals (RP/I) or facility, requiring entries to be complete.

o Require that program application materials and NDL submittals include (1) full legal
names and (2) any names formerly used.

Who Administers the Program?

The USDA’s FNS administers CACFP at the national level. Within each State, the Program is
administered by the State Department of Education or another agency designated by the State.

Locally, State agencies enter into agreements with independent centers and public or private
nonprofit, or for-profit sponsoring organizations of centers or DCH providers. For-profit centers
may participate in CACFP as independent centers or under a nonprofit sponsor, provided that
25 percent of the children in care (enrolled or licensed capacity, whichever is less) are either
eligible for free or reduced price meals or receiving Title XX funds. For-profit sponsoring
organizations may sponsor only their own affiliated centers and may not sponsor DCH providers

Independent centers and sponsoring organizations are responsible for overseeing the Program
at their center or at the facilities that they sponsor. These institutions receive Federal
reimbursement through the State agency to assist in the administrative and operating costs of
preparing and serving meals to eligible children at their Program sites.

About this Guidance

This guidance provides detailed information on the implementation of the serious deficiency
process by State agencies and sponsoring organizations, which helps ensure that the Program
is operated properly and that centers and DCHSs receive the support and technical assistance
they need. In this guidance, you will find information about:

e The serious deficiency process for institutions and for DCHs;

e Suspension process for institutions and for

facilities; Remember

Institutions (independent
centers and sponsoring
organizations) enter into
agreements with the State
agency.

e Appeals process for institutions and for facilities;
and

e State agency lists and the NDL.

State agencies and sponsoring organizations can also
use the information in this guidance to develop internal
policies and procedures for their oversight and
implementation of the serious deficiency process.

Facilities (DCH providers or
sponsored centers) enter into
agreements with a sponsor.

Part 1 of this guidance provides information on the serious deficiency process to be used by
State agencies to address issues identified in institutions including procedures, corrective
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action, termination and disqualification, and Program payments during the serious deficiency
process. The serious deficiency process for DCH providers is covered in Part 2 of this guidance.

While this guidance is in effect for adult day care centers as well as child care centers, it
mentions only child care centers for ease of reference, other than reference to Title XIX benefits
that are specific to adult day care.

The serious deficiency process for sponsored, unaffiliated centers is not yet regulatory;
however, the Integrity Rule encouraged States to develop their own procedures following the
procedures for DCH providers since sponsored unaffiliated centers are also facilities.

DCH or Provider?

The terms “DCH” and “provider” are used interchangeably
in CACFP regulations, FNS handbooks, policy and the
CACFP Handbooks.
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PART 1. Serious Deficiency Process for Institutions

A. Serious Deficiency Process

CACFP regulations define seriously deficient as the status of an institution or a day care home
that has been determined to be non-compliant in one or more aspects in its operation of the
Program [7 CFR 226.2]. The serious deficiency process offers a systematic way for State
agencies to take actions allowing institutions to correct serious Program problems and ensures
due process. If institutions are unwilling or incapable of correcting serious problems, the serious
deficiency process protects Program integrity by removing the institution from the Program and
preventing the institution and RP/Is from returning to the Program until the approval to reapply
for participation is granted by FNS.

The serious deficiency process has six steps that start when a State agency identifies a serious
deficiency. The resolution will be either the correction of the problem and the issuance of a
temporary deferment of the serious deficiency, or the institution’s termination and
disqualification from the Program.

The six steps in the serious deficiency process are:
1. Identify the serious deficiencies;
2. Issue a notice of serious deficiency;
3. Receive and assess the institution’s written corrective action plan (CAP) for adequacy;
4. Issue a notice of temporary deferral of the serious deficiency if the CAP is approved, or
issue a notice of proposed termination and disqualification, including appeal procedures,

if the CAP is not adequate (or if no CAP plan is received);

5. Provide an appeal review (appeal hearing, administrative review), if requested, of the
proposed termination and disqualification; and

6. Issue a notice of final termination and disqualification if the appeal is upheld or if the
timeframe for requesting an appeal has passed, or issue a notice of temporary deferral if
the appeal is overturned.

Each of these steps is described in detail in this guidance. For a graphic chart of the steps,
reference Part 12, Attachment A.

B. Serious Deficiencies for New and Participating Institutions

An institution may be declared seriously deficient if the State agency finds serious Program
violations or issues of noncompliance with CACFP requirements at any time during the
institution’s participation. Serious deficiencies that are not fully and permanently corrected will
result in the proposed termination and disqualification of the institution and it's RP/Is.

However, if the serious deficiencies involve the submission of a false or fraudulent claim for
reimbursement, or pose an imminent threat to the health or safety of Program participants or the
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public, the State agency must follow the procedures outlined in Part 4 of this guidance. State
agencies should become familiar with the serious deficiencies by type, as there are some
differences between serious deficiencies for new and participating institutions. The following are
examples of noncompliance issues that rise to the level of a serious deficiency as described in
the CACFP regulations.

New institutions

1.

2.

Submission of false information on the institution’s application, including but not limited
to, a determination that the institution’'s RP/Is have concealed a conviction for any
activity that occurred during the past seven years and that indicates a lack of business
integrity. A lack of business integrity includes deception, antitrust violations,
embezzlement, theft, forgery, bribery, falsification or destruction of records, making false
statements, receiving stolen property, making false claims, obstruction of justice, or any
other activity indicating a lack of business integrity as defined by the State agency; or

Any other action affecting the institution’s ability to administer the Program in
accordance with Program requirements [7 Code of Regulations (CFR) 226.6(c)(1)].

Institutions at application renewal

1.

Submission of false information on the institution’s application, including but not limited
to, a determination that the institution has concealed a conviction for any activity that
occurred during the past seven years and that indicates a lack of business integrity. A
lack of business integrity includes deception, antitrust violations, embezzlement, theft,
forgery, bribery, fraud or destruction of records, making false statements, receiving
stolen property, making false claims, obstruction of justice, or any other activity
indicating a lack of business integrity as defined by the State agency;

Failure to operate the Program in conformance with the performance standards set forth
in 7 CFR 226.6(b)(1)(xviii); (b)(2)(vii);

Failure to comply with the bid procedures and contract requirements of applicable
Federal procurement regulations;

Use of a food service management company that is in violation of health codes;

Failure by a sponsaoring organization to properly classify DCHs as tier | or tier Il in
accordance with 7 CFR 226.15(f);

Failure by a sponsoring organization to properly train or monitor sponsored facilities in
accordance with7 CFR 226.16(d);

Failure to perform any of the other required financial and administrative responsibilities;

Failure to properly implement and administer the DCH termination and administrative
review provisions set forth in 7 CFR 226.16(l); or

Any other action affecting the institution’s ability to administer the Program in
accordance with Program requirements [7 CFR 226.6(c)(2)].
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Participating institutions

1.

10.

11.

12.

13.

14.

15.

Submission of false information on the institution’s application, including but not limited
to a determination that the institution’s RP/Is have concealed a conviction for any activity
that occurred during the past seven years and that indicates a lack of business integrity.
A lack of business integrity includes deception, antitrust violations, embezzlement, theft,
forgery, bribery, fraud or destruction of records, making false statements, receiving
stolen property, making false claims, obstruction of justice, or any other activity
indicating a lack of business integrity as defined by the State agency;

Permitting an individual who is on the NDL to serve in a principal capacity with the
institution, or, if a sponsoring organization, permitting such an individual to serve as a
principal in a sponsored center or as a DCH provider;

Failure to operate the Program in conformance with the performance standards set forth
in paragraphs 7 CFR 226.6(b)(1)(xviii); (b)(2)(vii);

Failure to comply with the bid procedures and contract requirements of applicable
Federal procurement regulations;

Failure to return to the State agency any advance payments that exceeded the amount
earned for serving eligible meals, or failure to return disallowed start-up or expansion
payments;

Failure to maintain adequate records;

Failure to adjust meal orders to conform to variations in the number of participants;

Claiming reimbursement for meals not served to participants;

Claiming reimbursement for a significant number of meals that do not meet Program
requirements;

Use of a food service management company that is in violation of health codes;

Failure of a sponsoring organization to disburse payments to its facilities in accordance
with the regulations at 7 CFR 226.16(g)-(h) or in accordance with its management plan;

Claiming reimbursement for meals served by a for-profit child care center or a for-profit
outside-school-hours-care center during a calendar month in which less than 25 percent
of the children (enrolled or licensed capacity, whichever is less) were eligible for free or
reduced-price meals or were Title XX beneficiaries;

Claiming reimbursement for meals served by a for-profit adult day care center during a
calendar month in which less than 25 percent of is enrolled adult participants were Title
XIX or Title XX beneficiaries;

Failure by a sponsoring organization to properly classify DCHs as tier | or tier Il in
accordance with 7 CFR 226.15(f);

Failure by a sponsoring organization to properly train or monitor sponsored DCHSs in
accordance with 7 CFR 226.16(d);
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16.

17.

18.

19.

20.

21.

Use of DCH reimbursement by a sponsoring organization to pay for the sponsoring
organization’s administrative expenses;

Failure to perform any of the other required financial and administrative responsibilities;

Failure to properly implement and administer the DCH provider termination and
administrative review provisions set forth at 7 CFR 226.16(]);

Ineligibility of the institution or any of the institution’s principals for any other publicly
funded Program by reason of violating that Program’s requirements. However, this
prohibition does not apply if the institution or the principal has been fully reinstated in, or
is now eligible to participate in that Program, including the payment of any debts owed;

Conviction of any of in institution’s principals for any activity that occurred during the past
seven years and that indicates a lack of business integrity. A lack of business integrity
includes fraud, antitrust violations, embezzlement, theft, forgery, bribery, falsification or
destruction of records, making false statements, receiving stolen property, making false
claims, obstruction of justice, or any other activity indicating a lack of business integrity
as defined by the State agency; or

Any other action affecting the institution’s ability to administer the Program in
accordance with Program requirements [7 CFR 226.6(c)(3)].

These lists should not be considered to be all-inclusive.

Determining Serious Deficiencies

A State agency has the authority to determine when a violation rises to the level of a serious
deficiency. In deciding whether a Program violation is a serious deficiency, State agencies
should consider, but not limit themselves to the following criteria:

The severity of the problem. Is the noncompliance on a minor or substantial scale?
Are the violations indicative of a systemic problem at the institution, or is the problem
truly an isolated event? Even minor problems may be serious if systemic. Some
problems are serious even though they have occurred only once.

EXAMPLE: Missing menu items for one day out of a month would require
technical assistance, while a second review with the same issue or numerous
menu problems on an initial review could rise to the level of a serious deficiency.

The degree of responsibility attributable to the institution. To the extent that
evidence is available, can the State agency determine whether the violations were
inadvertent errors of an otherwise responsible institution? Is there evidence of
negligence or a conscious indifference to regulatory requirements? Or, even worse, is
there evidence of deception?

The institution’s history of participation in the Program. Is this the first time the
institution is having problems or has noncompliance occurred frequently at the same
institution?
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e The nature of the requirements that relate to the problem. Are the institution’s
actions a clear violation of Program requirements? Has the institution incorporated the
new policies correctly?

e The degree to which the problem impacts Program integrity. Are the violations
undermining the intent or purpose of the CACFP such as misuse of funds for non-

Program purposes, or simply an administrative error [7 CFR 226.6(b)(1)(xviii); (b)(2)(vii),
and CACFP 30-2006, Questions and Answers #19 and #20, November 7, 2005]?

C. Serious Deficiency Notification and Corrective Action Procedures

Once a State agency has determined that a serious deficiency has occurred, it must begin the
serious deficiency process.

A critical step in the serious deficiency process is when the State agency prepares and issues
the formal notice of serious deficiency. After the State agency thoroughly investigates and
documents any serious deficiencies, the State agency must issue a notice of serious deficiency.
It is vitally important that the serious deficiency notice is written in a way that will clearly explain
the State agency’s action to the institution staff and to the hearing official in the event that the
institution later appeals. A well-written notice of serious deficiency will:

e Provide a detailed explanation of each serious deficiency;

e List appropriate regulatory citations to support the serious deficiency notice;

e Provide a clear description of the actions required in order to fully and permanently
correct the serious deficiencies; and

¢ Provide a definite and appropriate time limit for the corrective action.

A State agency should be careful to include all findings

identified during a review. Minor findings that do not For-Profit Institutions
rise to the level of a serious deficiency must still be

documented and reported to the institution and the A for-profit institution will not
institution is required to correct the problems. This generally have a board of
documentation of minor findings also assists the State directors so the notice is sent to
agency, in future State agency monitoring efforts, in the owner(s).

identifying frequency of a finding.
The State agency must notify the institution’s executive director and chairman of the board of
directors that the institution has been determined seriously deficient. When the institution is a
school, the school administrator who signed the Program agreement and/or application
materials is the executive. The notice must identify the RP/Is and must be sent to those persons
as well.
For a new institution, the notice must also specify:

o The serious deficiencies, including appropriate citations from the CACFP regulations;

e The actions to be taken to correct the serious deficiencies;
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The time allotted to correct the serious deficiencies; (see F. Timeframes in this Part)

That the serious deficiency determination is not subject to administrative review

(appeal);

That failure to fully and permanently correct the serious deficiencies within the allotted
time will result in the denial of the institution’s application and the proposed
disqualification and termination of the institution and the RP/Is;

That the State agency will not pay any claims for reimbursement for eligible meals
served or allowable administrative expenses incurred until the State agency has
approved the institution’s application and the institution has signed a Program

agreement;

That the institution’s voluntary withdrawal of its application after being notified of the
serious deficiency determination will still result in the institution and RP/Is formal
disqualification and placement on the NDL; and

That, if the State agency does not
possess the date of birth for any
individual named as a RP/I in the
serious deficiency notice, the
submission of that person’s date of birth
is a condition of corrective action for the
institution and/or individual [7 CFR
26.6(c)(1)(ii)(A)].

For a participating institution, the notice must
specify:

Serious Deficiency, Suspension, and Appeals

The serious deficiencies, including
appropriate citations from the CACFP
regulations;

The actions to be taken to correct the
serious deficiencies;

The time allotted to correct the serious
deficiency; (see F. Timeframes, in this
Part)

That the serious deficiency
determination is not subject to appeal;

What Constitutes Notice?

Notice means a letter sent by certified
mail, return receipt (or the equivalent
private delivery service), by fax, or by
email, that describes an action proposed
or taken by the State agency with regard
to an institution’s, responsible principal’s,
or responsible individual's Program
participation [7 CFR 226.2].

A notice is considered received by the
institution or responsible principal or
responsible individual five days after
being sent to the addressee’s last known
mailing address, fax number, or email
address. Any timeframes associated with
a given notice start with the earliest form
of transmission.

Itis a best practice to get proof of the
delivery of the notice.

That failure to fully and permanently correct the serious deficiencies within the allotted
time will result in the State agency’s proposed termination of the institution’s agreement,
and the proposed disqualification of the institution and the RP/Is; and

That the institution’s voluntary termination of its agreement with the State agency after
having been notified that it is seriously deficient will still result in the institution’s formal
termination by the State agency and placement of the institution and its RP/Is on the
NDL [7 CFR 226.6(c)(3)(iii)(A)].
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Note: Any reference in this Guidance to the “number of days” always means calendar days.

At the same time a notice is issued, the State agency must also add the institution and RP/Is to
the State agency list (see Part 10 of this guidance for a description of the State agency list) and
provide a copy of the notice to the appropriate FNS Regional Office.

Refer to Prototype Letter 1: Notice of Serious Deficiency for Institutions. A copy of the
letter sent to the institution must be sent to the FNS Regional Office at the same time it is sent
to the institution. See Part 12. Attachment E for a sample Documentation List.

D. Responsible Principals and Responsible Individuals

An institution can never be seriously deficient without some improper action by a person. The
regulations require that, in every instance, both the chairperson of the institution’s board of
directors, as well as the executive director or owner, or other person responsible for the CACFP,
be determined seriously deficient and receive the notice of serious deficiency, as well as any
other principals or individuals named as responsible for the institution’s serious deficiencies. In
general, the State agency should name as “responsible principals” those institution officials who,
by virtue of their management position, bear responsibility for the institution’s serious
deficiencies. These management officials also bear responsibility for the poor performance of
non-supervisory employees who may have caused the serious deficiency.

A responsible individual is any non-principal associated with the institution’s operation of the
Program. Non-supervisory employees, including contractors and unpaid staff, should be named
as responsible individuals only when they have been directly involved in Program violations,
such as filing false reports or otherwise actively participating with institution principals to
mismanage the Program.

EXAMPLE: A cook who has been made responsible for menu planning and food service
recordkeeping is a responsible individual. If he or she continually fails to maintain the
required menu records, he or she would be declared seriously deficient.

An RP/I may be a current or former employee. Though no longer employed by the institution, an
individual may still be responsible for the serious deficiencies by his or her actions prior to
leaving the institution [7 CFR 226.2 and CACFP 14-2012, Child and Adult Care Food Program
Guidance on the Serious Deficiency Process and Acceptable Corrective Action Plans, National
Disqualified List Procedures and Debt Collection, May 1, 2012].

It is important for State agencies to carefully identify all RP/Is in the serious deficiency notice;
the identification of all RP/Is is the only way to prevent such individuals from participating in the
CACFP in another institution or State if successful corrective action is not achieved.

E. Corrective Action

In response to the serious deficiency notice, an institution must submit in writing, what corrective
action it has taken. This correspondence details the internal controls implemented to ensure that
the serious deficiencies are fully and permanently corrected. The State agency will evaluate the
CAP and determine whether adequate internal controls have been put into place to fully and
permanently correct the deficiencies. An acceptable CAP must include the following information:
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¢ Names of the institution’s executive director and chairman of the board of directors or
other RP/Is associated with the serious deficiencies;

e Address of the institution;
e Dates of birth for all RP/Is associated with the serious deficiencies; and
e Details of the serious deficiencies.

0 What are the serious deficiencies and the procedures that were implemented to
address the serious deficiencies?

0 Who addressed the serious deficiencies? List personnel responsible for this
task.

0 When was the procedure for addressing the serious deficiencies implemented?
Provide a timeline for implementing the procedure (i.e., will the procedure be
done daily, weekly, monthly, or annually, and when did implementation of the
plan begin)?

o Where is the CAP documentation retained?

o How were staff and if applicable, facilities or providers informed of the new
policies and procedures (e.g., handbooks, training, website, emails, etc.,) [7 CFR
226.6(c)(1)(iii)(B); (c)(2)(iii)(B); (c)(3)(ii))(B), and CACFP 14-2012, Child and Adult
Care Food Program Guidance on the Serious Deficiency Process and
Acceptable Corrective Action Plans, National Disqualified List Procedures and
Debt Collection, May 1, 2012, and examples in Part 12. Attachments C and D
Serious Deficiency Corrective Action Plan].

Additional supporting documentation must be submitted with the CAP to document that
corrective actions have occurred; this might include copies of income eligibility forms, enroliment
rosters, staff training documentation, site monitoring reports, menus, Child Nutrition Labels or
manufacturers’ product analysis sheets or recipes, attendance records, meal count forms,
itemized food receipts, etc.

EXAMPLE: During an administrative review, a State agency discovers that ABC-DEF
Daycare Center has severe recordkeeping violations. Complete and current enrollment
records were not on file for 25 percent of the children, and half of the household
applications for free and reduced-price meals were either incomplete or incorrectly
categorized. The State agency issues a serious deficiency notice to the institution
requesting a written CAP. The institution responds that they will ‘re-train staff and in the
future they will comply with all CACFP recordkeeping requirements’. This is not an
acceptable CAP.

As described below, an acceptable CAP for the serious deficiencies must answer the questions
what, who, when, where, and how. The following corrective action would be acceptable.

|
May 20, 2013

Noah Bannister, Director
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Helpful State Agency
7890 State Street
City, State, Zip
Re: ABC-DEF Daycare Center
Diane Smith, Owner, DOB: 11/6/59
Carl Jones, Center Director, DOB: 6/23/73

Dear Mr. Bannister:

This letter serves as our corrective action plan required by the Notice of Serious
Deficiency we received on May 1, 2013.

Serious Deficiency: Incomplete Enroliment Records

ABC-DEF Daycare Center has changed its procedures in order to ensure that complete
and current enrollment records are on file for each enrolled child. Within one week of a
child’s enroliment in the center, the parent must have returned a complete enroliment
form to the center. Assistant Director Shana Franklin will review each new child’s folder
at the end of the first week to ensure that the form has been completed. If a complete
and correct enrollment form is not on file, Ms. Franklin will issue the child’s parent or
guardian a notice stating that the form must be submitted or an administrative charge will
be added to their account.

Ms. Franklin is responsible for ensuring that all required records are in the child’s folder
within three weeks of the child’s enrollment in the center. Center Director Carl Jones will
review the records of newly enrolled children monthly to ensure that all enroliment
records are complete and current. Carl Jones trained Ms. Franklin on this new procedure
on May 16, 2013. Additionally, on May 16, 2013, this procedure was added to the ABC-
DEF Daycare Center Administrative Procedures Manual that is provided to all
employees. On May 18, 2013, a notice was sent home with all parents notifying them
that this procedure has been implemented and will also apply to renewals each
September. On May 22, 2013, Mr. Carl Jones verified that all currently enrolled children
have complete and current enrollment records on file.

Serious Deficiency: Household Eligibility Applications Incomplete or Incorrectly
Categorized

ABC-DEF Daycare Center has implemented a new procedure regarding review and
approval of applications for free and reduced price meals:

Within one week of a child’s enrollment in the center, the parent must have
returned a household eligibility application. Assistant Director Shana Franklin will
review each new child’s folder at the end of the first week to ensure that the form
has been received. If the parent does not wish to complete a household
application for free or reduced price meals, Ms. Franklin will make a note in the
child’s folder that the parent does not wish to complete the application and
therefore this child will be classified as “paid.” At the end of each week, Ms.
Franklin will review the applications for completeness. If required information is
missing from the form, Ms. Franklin will contact the parent to correct the form.
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Ms. Franklin will review all completed free and reduced price meal applications, and
mark the appropriate category, free, reduced or paid. Ms. Franklin will then place the
applications in the appropriate in box of Center Director Carl Jones for second party
review. Mr. Jones will verify whether the application is complete and correctly classified,
then will sign and date the application and update the master roster. Mr. Jones will
conduct spot checks monthly of children’s files to ensure that all documentation is
complete and current.

On May 16, 2013, Mr. Jones trained Ms. Franklin on the new procedure. Additionally, on
May 16, 2013, this procedure was added to the ABC-DEF Daycare Center
Administrative Procedures Manual that is provided to all employees. On May 22, 2013,
Center Director Carl Jones verified that all currently enrolled children are correctly
categorized in the Master Roster as verified from the household applications.

The procedures described above and the amendments to the ABC-DEF Daycare Center
Administrative Procedures Manual were presented to the Board of Directors for vote on
June 1, 2013, and were approved by the Board.

Please find attached the following supporting documents:

a) Copy of the training agenda held on May 16, 2013 between Mr. Jones and Ms.
Franklin;

b) Copy of the updated ABC-DEF Daycare Center Administrative Procedures
Manual containing the revised procedures for enrollment records and household
applications; and

c) Copy of the ABC-DEF Daycare Center's Board of Director minutes from the June
1, 2013 meeting approving the procedures and updates to the ABC-DEF
Daycare Center Administrative Procedures Manual.

Sincerely,

Diane Smith, Owner
Carl Jones, Center Director

Attachments: ABC-DEF Daycare Center Administrative Procedures Manual
May 16, 2013 Training agenda

This CAP has enough detail explaining what will be done, how it will be done, when it will be
done, and by whom it will be done, for the State agency to make an assessment regarding its
effectiveness in fully and permanently correcting the serious deficiencies. The CAP also
describes where the changes will be housed — maintained in the ABC-DEF Daycare Center
Administrative Procedures Manual and in the minutes to the June 1, 2012 Board of Directors
meeting.

F. Timeframes
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Corrective action must be taken by the institution within reasonable timeframes. If the State
agency determines that the institution has engaged in unlawful practices, has submitted false or
fraudulent claims or other information to the State agency, or has been convicted of or
concealed a criminal background, the State agency is prohibited from allowing more than 30
days for corrective action. State agencies are prohibited from allowing more than 90 days for
corrective action from the date the institution receives the serious deficiency notice, except for
long-term changes described below.

Although the regulations set these maximum timeframes, State agencies may establish shorter
timeframes for corrective action. State agencies should tailor timeframes for corrective actions
to the type of serious deficiencies found [7 CFR 226.6(c)(4)(i)].

EXAMPLE: The State agency may set a one-day required corrective action timeframe
for an independent center to correct its failure to include the appropriate milk choices
during meal services and three days to correct the computerized menu, but a 30-day
corrective action timeframe for the center to train its staff on meal pattern requirements
and accurate time of service counting processes. The CAP submitted to the State
agency by the independent center would include documentation to show that it had
already corrected the milk service within one day of receiving the review report, updated
computerized menus within three days to show milk on the menus, and documentation
of training within 30 days.

G. Long-term Corrective Action Plans

Some serious deficiencies require long-term revision of management systems or processes,
such as the purchase and implementation of new claims payment software, or a major
reorganization of CACFP management duties that will require action by the board of directors.
In this type of CAP, the State agency may permit more than 90 days to complete the corrective
action as long as a CAP is submitted to and approved by the State agency within 90 days (or
shorter deadline established by the State agency). The corrective action must include
milestones and a definite completion date.

The State agency must monitor full implementation of the plan. The determination of serious
deficiency will remain in effect until the State agency determines that the serious deficiencies
have been fully and permanently corrected within the allotted time [7 CFR 226.6(c)(4)(iii)].

H. Successful Corrective Action

If the institution submits a CAP that corrects the serious deficiencies to the State agency’'s
satisfaction within the allotted timeframe, the serious deficiency determination will be temporarily
deferred. The State agency must:

¢ Notify the institution’s executive director and chairman of the board of directors and any
other RP/Is, that the State agency has temporarily deferred its serious deficiency
determination; and

¢ Remind all parties that the corrective action must be permanent or the State agency
must immediately issue a notice of proposed termination and disqualification.
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¢ Additionally, if this was a serious deficiency for a new institution in which the State
agency has denied the application, the State agency must offer the institution the
opportunity to resubmit its application [7 CFR 226.6(c)(1)(iii)(B); (c)(2)(iii)(B)].

If corrective action is complete for some but not for all of the findings, the institution is still
seriously deficient and the State agency must:

¢ Continue with the actions against the parties that have not completed corrective action;
and

e Temporarily defer the serious deficiency for the parties that have completed corrective
action.

EXAMPLE: The person responsible for evaluating and approving income applications
has attended training and has completed the evaluation process correctly as per the
State’s review of the submitted corrective action, but the cook, who had long-term
responsibility for all food service duties, has not corrected the menus missing many
components. This situation would require the State agency to continue the serious
deficiency process for the finding regarding the menus and maintain the cook’s name on
the serious deficiency, but defer the serious deficiency for the RP/l who approves
income applications. The institutions and responsible principals (by nature of their
positions) would remain seriously deficient until all corrective action items have been
submitted and approved.

At the same time the deferment notice is issued, the State agency must also update the State
agency list to indicate which serious deficiencies have been corrected and provide a copy of the
notice to the appropriate FNS Regional Office [7 CFR 226.6(c)(1)(iii)(B); (c)(2)(iii))(B);
(c)(3)(iii)(B)]. See Part 10 of this guidance for information on the State Agency List.

Refer to Prototype Letter 2: Notice of Successful Corrective Action and Temporary
Deferment of Serious Deficiency for Institutions. A copy of the letter must be sent to the
FNS Regional Office at the same time it is sent to the institution.

.  Unsuccessful Corrective Action

If the institution fails to implement timely corrective action to fully and permanently correct the
serious deficiencies cited, the State agency must notify the institution and RP/Is that the State
agency is proposing to terminate the institution’s agreement and to disqualify the institution and
the RP/Is.
For a newly-applying institution, the notice must specify:

e That the institution’s application has been denied;

e That the State agency is proposing to disqualify the institution and the RP/Is;

e The basis for the actions (including regulation citations); and

e The procedures for seeking an appeal of the application denial and proposed
disqualifications [7 CFR 226.6(c)(1)(iii))(C)].
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For a participating institution renewing its application, the notice must specify:
e That the institution’s application has been denied;

e That the State agency is proposing to terminate the institution’s agreement and to
disqualify the institution and the RP/Is;

e The basis for the actions (including regulation citations);

e That, if the institution voluntarily terminate