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MEAL RECONCILIATION - EXAMPLE

Using estimate of 13,000,000 meals/year = 500,000 meals estimated bi-weekly
Target Price per Meal of $3.25 for purposes of this example
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Payment
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TOTALS

Estimated
Meals

500,000
500,000
500,000
500,000
500,000
500,000

3,000,000

500,000
500,000
500,000
500,000
500,000
500,000
500,000

3,500,000

500,000
500,000
500,000
500,000
500,000
500,000

3,000,000

500,000
500,000
500,000
500,000
500,000
500,000
500,000

3,500,000
13,000,000

Actual
Meals

480,000
470,000
480,000
490,000
500,000
490,000

2,910,000

510,000
530,000
500,000
520,000
510,000
510,000
530,000

3,610,000

490,000
520,000
500,000
480,000
490,000
520,000

3,000,000

540,000
520,000
500,000
490,000
480,000
490,000
510,000

3,530,000
13,050,000
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$3.25
3.25
3.25
3.25
3.25
3.25 -

3.25
3.25
3.25
3.25
3.25
3.25
3.25

3.25
3.25
3.25
3.25
3.25
3.25

3.25
3.25
3.25
3.25
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3.25
3.25

Provisional

Payment

$1,625,000
1,625,000
1,625,000
1,625,000
1,625,000
1,625,000

1,332,500
1,625,000
1,625,000
1,625,000
1,625,000
1,625,000
1,625,000

1,982,500
1,625,000
1,625,000
1,625,000
1,625,000
1,625,000

1,625,000
1,625,000
1,625,000
1,625,000
1,625,000
1,625,000
1,625,000

$42,315,000

Maeals
Over/Under

(90,000)

110,000

Credit/
Debit

($292,500)

$357,500





As soon as the meal overage/underage for each quarter is computed, the
next available bi-weekly payment in the following quarter will be
adjusted by the meal overage/underage. In this example, adjustments are
made in Payments 7 and 14, based on the credit/debit calculation from the
previous quarter. No adjustment is necessary for the third quarter,
since the quantity of meals served equals the estimate. An adjustment is
never performed for the fourth quarter, as the credit or debit would be
applied to the next contract year and not to the year to which it
pertains. The fourth quarter adjustment will effectively be subsumed by
the annual cost and fee calculation performed in the first quarter of the
following contract year.

To complete the exercise, based on the example on the preceding page and
the hypothetical situation below, a final payment could be computed as
follows:

If the following were proposed:
Share Ratio = 70/30

Ceiling Price Per Meal = $3.50
Target Cost Per Meal = $2.95

Target Profit Per Meal = $0.30
Thus, Target Price Per Meal = $3.25

And if:
Actual number of meals = 13,050,000 (from preceding page)
Actual Cost Per Meal = $3.10

Results in a $0.15 overrun ($3.10 - $2.95)

Contractor’s share = $0.03 ($0.15 x 30% from share ratio)
Final Profit Per Meal = $0.27 ($0.30 - $0.03)

Final Price Per Meal = $3.37 ($3.10 + $0.27)

Total Final Cost = $43,978,500 (13,050,000 x $3.37)

Total Cost Incurred for Year $43,978,500

Plus Subcontracting Performance  =~————————- (based on exceeding goals)
Less Performance Deductions = = = —=——c————_ (cannot be recouped)

Less Amount Already Paid 42,315,000

Amount Due $ 1,663,500






