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This memorandum provides updated information on the free/reduced price provision
regarding the eligibility of for-profit centers in the CACFP. We are in the same position
we were in last year at this time. As of October 1, 2002, for-profit centers will not be
eligible to participate in CACFP under the 25 percent free/reduced price provision.
However, it is possible that eligibility will continue under a continuing resolution if the
Fiscal Year (FY) 2003 appropriation bill is not passed in time.

We believe it likely the FY 2003 USDA appropriations bill for the Department (when
enacted) will include the Senate bill’s language and authorize reimbursement back to
October 1, 2002, for the for-profit centers that qualify under the free/reduced price
provision and have the appropriate records. However, until Congress takes action, we
cannot be sure of the outcome.

As a reminder, for-profit centers continue to be eligible for CACFP benefits if the center
receives title XX funds for at least 25 percent of its enrolled participants or licensed
capacity, whichever is less. For-profit centers that do not qualify as title XX centers, but
are currently participating under the free/reduced price provision, may choose to continue
providing meal service at their own risk (i.e., there is no guarantee the free/reduced price
provision will be extended and that retroactive reimbursement will be authorized). If a
center chooses this option, it should keep the appropriate records to document
compliance with CACFP requirements, as these records will be needed to support a claim
if the free/reduced price provision is extended and reimbursement back to

October 1, 2002, is authorized.

Please share this with your States as soon as possible. This of course, has no affect on the
statutory authority for proprietary centers in Kentucky, lowa, and Delaware.
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