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OIG audited the consolidated financial statements of FNS for fiscal years 2020

and 2019.

OBJECTIVE

Our audit objectives were to
determine whether:

(1) the consolidated financial
statements present information
fairly, in all material respects,
and in accordance with
generally accepted accounting
principles; (2) the internal
control objectives over financial
reporting were met; (3) FNS
complied with applicable laws
and regulations; and

(4) information was materially
consistent with other sources.

REVIEWED

We conducted our audits on
information relevant to the audit
objectives as obtained through
systems or from officials and
personnel based at the FNS
national office in Alexandria,
Virginia.

RECOMMENDS

This report does not include any
recommendations.

WHAT OIG FOUND

The Food and Nutrition Service (FNS) received an
unmodified opinion from the Office of Inspector General’s
(OIG) audits of FNS’ consolidated financial statements.
We determined that the agency’s financial statements
present FNS’ financial position as of September 30,

2020, and 2019, fairly, in all material respects, and

were prepared in accordance with accounting principles
generally accepted in the United States of America. This
included the agency’s net costs, changes in net position,
and statements of budgetary resources and related notes
to the financial statements.

Our review of FNS’ internal control over financial
reporting identified no material weaknesses. However,
our review of compliance with laws and regulations
identified that FNS’ high-risk programs were not
compliant with the requirements of the Improper
Payments Information Act of 2002, as amended by the
Improper Payments Elimination and Recovery Act of
2010, and the Improper Payments Elimination and
Recovery Improvement Act of 2012.
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Administrator

Food and Nutrition Service

ATTN: David Burr
Chief Financial Officer, Financial Management

FROM: Gil H. Harden / :
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SUBJECT: Food and Nutrition Service’s Financial Statements for Fiscal Years 2020
and 2019

This report presents the results of our audits of the Food and Nutrition Service’s financial
statements for the fiscal years ending September 30, 2020 and 2019. This report contains an
unmodified opinion on the financial statements, as well as the results of our assessments of the
Food and Nutrition Service’s internal control over financial reporting and compliance with laws
and regulations. Your response is included in its entirety in Exhibit A.

We appreciate the courtesies and cooperation extended to us by members of your staff during our
audit fieldwork and subsequent discussions. This report contains publicly available information
and will be posted in its entirety to our website (http://www.usda.gov/oig) in the near future.
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Independent Auditor’s Report

Pamilyn Miller
Administrator
Food and Nutrition Service

The Department of Agriculture’s Office of Inspector General (OIG) audited the consolidated
financial statements of the Food and Nutrition Service (FNS) for fiscal years 2020 and 2019. We
also considered FNS’ internal control over financial reporting and tested FNS’ compliance with
certain provisions of applicable laws, regulations, contracts, and grant agreements that could
have a direct and material effect on the determination of material financial statement amounts
and disclosures on these consolidated financial statements.

Exhibit A presents FNS’ response in its entirety.

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of FNS, which comprise
the consolidated balance sheets as of September 30, 2020 and 2019, and the related consolidated
statements of net cost and changes in net position; and the combined statements of budgetary
resources for the fiscal years then ended and the related notes to the financial statements
(hereinafter referred to as the “financial statements™).

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of

America (U.S.); and the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the U.S.; the
standards applicable to financial audits contained in government auditing standards, issued by
the Comptroller General of the U.S.; and the Office of Management and Budget (OMB)

Bulletin 19-03, Audit Requirements for Federal Financial Statements. Those standards and
OMB Bulletin 19-03 require that we plan and perform audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
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considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements. Our
audits also included performing such other procedures as we considered necessary in the
circumstances.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion on the Financial Statements

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of FNS, as of September 30, 2020 and 2019, and its net costs, changes in
net position, and budgetary resources for the years then ended, in accordance with accounting
principles generally accepted in the U.S.

Other Matters
Interactive Data

Management has elected to reference information on websites of interactive data outside FNS’
Agency Financial Report to provide additional information for the users of its financial
statements. Such information is not a required part of the basic financial statements or
supplementary information required by the Federal Accounting Standards Advisory

Board (FASAB). The information on these websites or the other interactive data has not been
subjected to any of our auditing procedures and, accordingly, we do not express an opinion or
provide any assurance on it.

Required Supplementary Information

Accounting principles generally accepted in the U.S. issued by the FASAB require that the
Required Supplementary Information (RSI)! be presented to supplement the financial statements.
Although the RSI is not a part of the financial statements, FASAB considers this information to
be an essential part of financial reporting for placing the financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the
RSI in accordance with auditing standards generally accepted in the U.S., which consisted of
inquiries of management about the methods of preparing the RSI and comparing the information
for consistency with management’s responses to our inquiries, the financial statements, and other
knowledge we obtained during our audits of the financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

! The RSI presented within consists of Management’s Discussion and Analysis.
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Other Reporting Required by Government Auditing Standards
Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements as of and for the year ended
September 30, 2020, we considered FNS’ internal control over financial reporting to determine
the audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of FNS’ internal control. Accordingly, we do not express an opinion on the
effectiveness of FNS’ internal control. We did not test all internal controls relevant to operating
objectives as broadly defined by the Federal Managers’ Financial Integrity Act of

1982 (FMFIA).

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses, and therefore, material
weaknesses or significant deficiencies may exist that were not identified.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of FNS’ financial statements will not be prevented, or
detected and corrected on a timely basis.

A significant deficiency is a deficiency, or 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.

OMB Bulletin 19-03 requires us to describe significant deficiencies and material weaknesses
identified during our audit, and in the event that no material weaknesses were identified, to so
report. We did not identify any deficiencies in internal control that were considered to be
material weaknesses during our audit.

Report on Compliance with Laws, Regulations, Contracts, and Grant Agreements

As part of obtaining reasonable assurance about whether FNS’ financial statements as of and for
the year ended September 30, 2020 are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and
Governmentwide policy requirements, noncompliance with which could have a direct effect on
the determination of material amounts and disclosures in the financial statements. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion.

We also performed tests of FNS’ compliance with certain provisions referred to in
Section 803(a) of the Federal Financial Management Improvement Act of 1996 (FFMIA).
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Providing an opinion on compliance with FFMIA was not an objective of our engagement and,
accordingly, we do not express such an opinion. The results of our tests of FFMIA disclosed no
instances in which FNS’ financial management systems did not substantially comply with
FFMIA.

In Audit Report 50024-0015-11, U.S. Department of Agriculture’s Fiscal Year 2019 Compliance
with Improper Payment Requirements, issued May 2020, OIG identified that FNS did not fully
comply with one of six Improper Payments Elimination and Recovery Act of 2010 requirements.
Specifically, FNS’ School Breakfast Program did not achieve an improper payment rate of less
than 10 percent.

Management’s Responsibility for Internal Control and Compliance

FNS’ management is responsible for (1) evaluating the effectiveness of internal control over
financial reporting based on criteria established under FMFIA, (2) providing a statement of
assurance on the overall effectiveness of internal control over financial reporting, (3) ensuring
FNS’ financial management systems are in substantial compliance with FFMIA requirements,
and (4) ensuring compliance with other applicable laws, regulations, contracts, and grant
agreements.

Auditor’s Responsibilities

We are responsible for (1) obtaining a sufficient understanding of internal control over financial
reporting and compliance to plan the audit, (2) testing whether FNS’ financial management
systems substantially comply with FFMIA requirements referred to above, and (3) testing
compliance with certain provisions of laws, regulations, contracts, and grant agreements that
have a direct effect on the determination of material amounts and disclosures in the financial
statements.

We did not evaluate all internal controls relevant to operating objectives as broadly established
by FMFIA, such as those controls relevant to preparing statistical reports and ensuring efficient
operations. We limited our internal control testing to controls over financial reporting and
compliance. Because of inherent limitations, internal control over financial reporting may not
prevent, or detect and correct, misstatements due to fraud or error.

We did not test compliance with all laws, regulations, contracts, and grant agreements applicable
to FNS. We limited our tests of compliance to certain provisions of laws, regulations, contracts,
and grant agreements that have a direct effect on the determination of material amounts and
disclosures in the financial statements that we deemed applicable to FNS’ financial statements
for the fiscal year ended September 30, 2020. We caution that noncompliance may occur and
not be detected by these tests.

Management’s Response

Management’s response to the report is presented in Exhibit A. We did not audit FNS’ response
and, accordingly, we express no opinion on it.
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Purpose of the Report on Internal Control Over Financial Reporting and the Report on
Compliance with Laws, Regulations, Contracts, and Grant Agreements

The purpose of the “Report on Internal Control Over Financial Reporting” and the “Report on
Compliance with Laws, Regulations, Contracts, and Grant Agreements” sections of this report is
solely to describe the scope of our testing of internal control and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of FNS’ internal control or
compliance. These reports are an integral part of an audit performed in accordance with
government auditing standards in considering FNS’ internal control and compliance.
Accordingly, these reports are not suitable for any other purpose.

/7 i .
// . "f { -

Gil H. Harden

Assistant Inspector General for Audit
Washington, D.C.

November 4, 2020
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Abbreviations

FASAB....cccoovviiiinnn Federal Accounting Standards Advisory Board

FFMIA ......cccvvee Federal Financial Management Improvement Act of 1996
FMFIA ... Federal Managers’ Financial Integrity Act of 1982

FNS Food and Nutrition Service

(0] (€ SR Office of Inspector General

OMB ....ccoovvviieee. Office of Management and Budget

RST .o Required Supplementary Information

US. e United States of America
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Exhibit A: Agency’s Response

FOOD AND NUTRITION SERVICE’S
RESPONSE TO AUDIT REPORT
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USDA

_ United States Department of Agriculture

Food and Nutrition

Service
DATE: November 4, 2020
1320 Braddock Place
Alexandria, VA AUDIT
22314 NUMBER: 27401-0005-11
TO: Gil H. Harden

Assistant Inspector General for Audit

FROM: Pamilyn Miller /s/
Administrator
Food and Nutrition Service

SUBJECT: Food and Nutrition Services Financial Statements for Fiscal Years
2020 and 2019

This letter responds to the discussion draft report issued on November 1, 2020, for
audit number 27401-0005-11, Food and Nutrition Services Financial Statements for
Fiscal Years 2020 and 2019. FNS has reviewed the draft and has no questions or
concerns with the language presented.

We appreciate the opportunity to review the draft report and would also like to
extend our appreciation to the audit team for their continued partnership on this
annual audit.

USDA is an Equal Opportunity Provider, Employer and Lender
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Exhibit B: Agency Financial Report

FOOD AND NUTRITION SERVICE’S
FISCAL YEARS 2020 AND 2019
FINANCIAL STATEMENTS PREPARED BY
FOOD AND NUTRITION SERVICE
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FINANCIAL REPORT - U. S. D. A. —F. N. S. — FY 2020-UNAUDITED

MANAGEMENT DISCUSSION AND ANALYSIS

SECTION 1: MISSION, ORGANIZATIONAL STRUCTURE AND PROGRAMS

The Food and Nutrition Service (FNS) is an agency within the U.S. Department of Agriculture (USDA).
FNS was established August 8, 1969, by Secretary's Memorandum No. 1659 and Supplement 1 pursuant
to the authority contained in 5 U.S.C. 301 and Reorganization Plan No. 2 of 1953.

FNS is the Federal agency responsible for managing the 15 domestic nutrition assistance programs. Its
mission is to increase food security and reduce hunger in partnership with cooperating organizations by
providing children and other low-income Americans access to food, a healthful diet, and nutrition
education.

The FNS annual appropriation for administrative funds includes a very small percentage of funds for the
administration of the Center for Nutrition Policy and Promotion (CNPP). CNPP’s mission is to improve
the health of Americans by developing and promoting dietary guidance that links scientific research to the
nutrition needs of consumers.

FNS FY 2020 Organization Chart

Food and Nutrition Service
Administrator

[ I I I I 1
X . e X Civil Rights Division Community Food Senior Policy Office of Strategic Administrator
Office of the Chief Communications Officer 9 Systems Advisor nitiatives Support Unit
Associate Administrator
Chief Operating Officer Associate Administrator Associate Administrator Deputy Administrator Deputy Administrator Deputy Administrator
Regional Operations and Supplemental Nutrition Special Nutrition & Safety Child Nutrition Programs Office of Policy Support
Support (ROS) Assistance Program (SNAP) Programs (SNAS) (CN) (OPS)
Deputy Chief Operating Retailer Operations Division Retailer Policy & Food Distribution Policy and Program SNAP Research and
|| Officer/ Office of —  Management Division — Division Development Division —] Analysis Division
gl _I Emergency Management | 1
Program Accountability & Supplemental Food Program Monitoring Special Nutrition Research
: —  Administration Division F— Program and Operational —  andAnalysis Division
|| Office of Information _I State Systems Office | 9 Support Division
Technology
Mid-Atlantic Regional Offi Program Development Planning and
M AN IS L & Division b L | Food Safety Nutrition Promotion L  Regulatory Affairs
Office of Financial - - — A a_ncti Techg}c_al
1 Management | | Midwest Regional Office ssistance Division
| | Mountain Plains Regional Office of Program
Office. . Integrity
Boston, MA

Northeast Regional Office)

Southeast Regional Office

Southwest Regional Office

Western Regional Office
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FINANCIAL REPORT - U. S. D. A. —F. N. S. — FY 2020-UNAUDITED

Descriptions of FNS Programs:

Over the past half-century — beginning with the National School Lunch Program in 1946 — the Nation has
gradually built an array of nutrition assistance programs designed to help the most vulnerable populations
meet their food needs. Taken together, these programs promote food security and healthy nutritious diets
among low-income families and individuals as they seek self-sufficiency. Currently, the programs
administered by FNS touch the lives of one in four Americans over the course of a year.

The nutrition assistance programs described below work both individually and in concert with one
another to improve the nutrition and health of the Nation’s children and other low-income Americans.

e Supplemental Nutrition Assistance Program (SNAP): Authorized by the Food and Nutrition Act of
2008, as amended, SNAP is the cornerstone of the Nation’s nutrition assistance safety net, touching
the lives of more than 37 million Americans each month. It provides nutrition assistance to
participants, the majority of whom are children, the elderly, or people with disabilities, helping them
put food on the table using benefits that can be redeemed at authorized food retailers across the
country. State agencies are responsible for the administration of the program according to national
eligibility and benefit standards set by Federal law and regulations. The Food and Nutrition Service
is responsible for authorizing and monitoring participating retailers. Benefits are 100 percent
Federally-funded, while administrative costs are shared between the Federal and State Governments.

SNAP provides the basic nutrition assistance benefit for low-income people in the United States.
Other FNS programs supplement this program with benefits targeted to special populations, dietary
needs and delivery settings. (Puerto Rico, American Samoa, and the Commonwealth of the Northern
Mariana Islands receive grant funds to provide food and nutrition assistance in lieu of SNAP.)

e Food Distribution Program on Indian Reservations (FDPIR): FDPIR provides USDA foods to
income-eligible households living on Indian reservations, and to American Indian households
residing in approved areas near reservations or in Oklahoma. Many households participate in FDPIR
as an alternative to SNAP, because they do not have easy access to SNAP offices or authorized food
stores. Dual participation in SNAP and FDPIR is not permitted. State agencies and Indian Tribal
Organizations (ITOs) that operate the program are responsible for eligibility certification, nutrition
education, local warehousing and transportation of food, distribution of food to recipient households,
and program integrity. The Federal Government pays 100 percent of the cost of USDA foods
distributed through the program and provides cash payments for administrative expenses to Tribal
Organizations operating the program.

o Child Nutrition Programs (CNP): The Child Nutrition Programs - National School Lunch (NSLP),
School Breakfast (SBP), Special Milk Program (SMP), Child and Adult Care Food (CACFP), and
Summer Food Service (SFSP) - provide reimbursement to State and local governments for nutritious
meals and snacks served to about 35 million children in schools, child care institutions, summer sites
and after school care programs. CACFP also supports meal service in adult day care centers. FNS
provides cash and USDA-purchased food on a per-meal basis to offset the cost of food service at the
local level and a significant portion of State and local administrative expenses, and provides training,
technical assistance, and nutrition education. Payments are higher for meals served free or at a
reduced price to children from low-income families.
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Special Supplemental Nutrition Program for Women, Infants and Children (WIC): WIC addresses the
supplemental nutritional needs of at-risk, low-income pregnant, breastfeeding and postpartum
women, infants and children up to five years of age. It provides participants monthly supplemental
food packages targeted to their dietary needs, breastfeeding support to nursing mothers, nutrition
education, and referrals to a range of health and social services — benefits that promote a healthy
pregnancy for mothers and a healthy start for their children. Appropriated funds are provided to
States agencies for food packages and nutrition services and administration for the program; State
agencies operate the program pursuant to plans approved by FNS.

The Emergency Food Assistance Program (TEFAP): This program supports the emergency food
organization network by distributing USDA-purchased, 100 percent domestically grown foods for use
by emergency feeding organizations including soup kitchens, food recovery organizations, and food
banks. The foods are also provided to other types of local organizations, such as community action
agencies, which distribute the foods directly to low-income households. TEFAP also provides
administrative funds to defray State and local costs associated with transportation, processing storage,
and distribution of USDA Foods or those provided through private donations. The allocation of both
Federal food and administrative grants to States is based on a formula that considers the States’
unemployment levels and the number of persons with income below the poverty level.

The Commodity Supplemental Food Program (CSFP): CSFP works to improve the health of low-
income elderly persons at least 60 years of age by supplementing their diets with nutritious USDA
Foods. Participants receive a monthly food package of USDA Foods, State agencies are provided
funding to cover State and local administrative costs such as nutrition education, warehousing, food
delivery, and participation certification, States work with local agencies to distribute the monthly
food packages to participants.

Senior Farmers’ Market Nutrition Program (SFMNP): This program provides coupons to low-
income seniors that can be exchanged for fresh, nutritious, unprepared, locally grown fruits,
vegetables, herbs and honey at farmers’ market, roadside stands, and community-supported
agriculture programs.

Farmers’ Market Nutrition Program (FMNP): FMNP provides WIC participants, including women,
infants older than 4 months, and children up to age of 5 with special coupons to purchase and
consume fresh, locally grown fruits, vegetables, and herbs directly from farmers, farmers’ markets
and roadside stands.

Pacific Island and Disaster Assistance: Pacific Island Assistance includes assistance to the nuclear-
affected islands of the Republic of the Marshall Islands (RMI) in the form of cash-in-lieu of food and
administrative funds through the Special Food Assistance Program and is authorized under the
Compact of Free Association Amendments Act of 2003 (P.L. 108-188). Disaster relief in the form of
USDA Foods can be provided to the RMI and Federated States of Micronesia for use in Presidential
Disaster Declaration.

Federal nutrition assistance programs operate as partnerships between FNS and the State and local
organizations that interact directly with program participants. States voluntarily enter into agreements
with the Federal Government to operate programs according to Federal standards in exchange for
program funds that cover all benefit costs, and a significant portion, if not all, of administrative expenses.
Under these agreements, FNS is responsible for implementing statutory requirements that set national
program standards for eligibility and benefits, providing Federal funding to State and local partners, and
for conducting monitoring and evaluation activities to make sure that program structures and policies are
properly implemented and effective in meeting program missions. State and local organizations are
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responsible for delivering benefits efficiently, effectively, and in a manner consistent with federal
regulations.

FNS Staff:

FNS employees are an important resource for advancing the key outcomes sought through the nutrition
assistance programs. The agency staff serves to ensure and leverage the effective use of program
appropriations.

FNS staff is funded primarily out of the Nutrition Programs Administration account, which represents
approximately two-tenths of one percent of the total FNS budget. The agency employment level
represents less than two percent of the total employment within USDA and is similarly small in
proportion to the total State-level staff needed to operate the programs. The agency employs people from
a variety of disciplines, including policy and management analysts, nutritionists, computer experts,
communication experts, communications professionals, accountants, investigators, and program
evaluators. Because of the small size of the agency’s staff relative to the resources it manages, FNS has
created clear and specific performance measures and must focus its management efforts in a limited
number of high-priority areas.

Program operations are managed through FNS’ seven regional offices and 14 field offices/satellite
locations. A regional administrator directs each regional office. These offices maintain direct contact
with State agencies that administer the FNS programs and conduct on-site management reviews of State
operations. The Retailer Operations Division monitors 248,688 stores and other outlets as of June 30,
2020 authorized to redeem SNAP benefits.

As of June 2020, there were approximately 1,377 full-time permanent employees in the agency. There
were 528 employees in the Washington headquarters office and 849 in the field. The chart below displays
staff year utilization.

STAFF YEAR DISTRIBUTION
(From All Sources of Funds)
2019 2020 2021 2022
FNS Projects and CNPP Actual Enacted | Estimate Change | Estimate
Supplemental Nutrition Assistance 339 375 376 0 376
Program
Child Nutrition Programs 260 293 293 0 293
Commodity Assistance Program 3 3 3 0 3
Special Supplemental Nutrition Program
for Women, Infants and Children 38 44 44 0 44
Nutrition Programs Administration 733 816 798 0 798
Center for Nutrition Policy and 26 26 26 0 26
Promotion*
Total Available 1,399 1,557 1,540 0 1,540

*CNPP Staff Year Distribution includes four staff years funded by the Child Nutrition Programs

Page 4 of 75




FINANCIAL REPORT - U. S. D. A. —F. N. S. — FY 2020-UNAUDITED

SECTION 2. PERFORMANCE GOALS, OBJECTIVES and
RESULTS

The FNS agency goals and objectives are fully integrated into USDA’s Strategic Goal 7 with two related
Department Strategic objectives. Each Department Strategic Objective has a key outcome and indicator,
as discussed below.

)
USDA Strategic

Objective 7.2:
Provide access to

safe and nutritious
food for low-income

SNAP, CN, WIC,
CAP, FDPIR, TEFAP

Key Outcome 1:
Nutrition assistance

programs positively
impact the

Program Participation
Rates as well as
annual measure of the
proportion of

encourage healthy
dietary choices
through data driven,
flexible, and

CN,SNAP,WIC

USDA Goal 7: gﬁggf rt\il:lglz communities they gggsgl}ggz \;Vggersia?oy
Provide All serve.

Americans pathway to self- the food they need.
Acce;s o A sufficiency

Safe, Nutritious, US.DA _Strate_ Ic

And Secure (S)b ect;\{e 7('13' Key Outcome 2: Give

Food Supply upport an consumers the tools,

skills, and motivation
they need to choose a
diet that supports a
healthy future.

Program Participation
Rates.

customer-focused
approaches

STRATEGIC GOAL 7: PROVIDE ALL AMERICANS ACCESS TO A SAFE, NUTRITIOUS,
AND SECURE FOOD SUPPLY

USDA is focused on ensuring America's families are safe, secure, and healthy during this national
emergency (COVID-19 Pandemic). We are working with our state and local partners across all of our
nutrition programs by:

e Allowing states to serve free meals to children and launching Pandemic-EBT (P-EBT) to
support children who rely on free and reduced-price school meals;

e Increasing SNAP benefits and expanding access to online purchasing;

e Addressing supply challenges and allowing substitutions when WIC foods are
unavailable;

e Providing billions of dollars in food through local food banks, food pantries, and disaster
household distributions; and

e Approving more than 4,000 flexibilities and program adjustments to ease operations and
protect the health of applicants and participants.

Nutrition is the link between agriculture and the Nation’s health, and the Department made strong
progress in advancing our nutrition and health goal in 2020. USDA’s leadership of the Federal nutrition
assistance programs made a healthier diet available for millions of children and low-income families.
And the cutting-edge nutrition promotion efforts of the Center for Nutrition Policy and Promotion

! SNAP = Supplemental Nutrition Assistance Program (formerly the Food Stamp Program), CN=Child Nutrition (includes the
National School Lunch Program, the School Breakfast Program, and the Special Milk Program), WIC = Special Supplemental
Nutrition Program for Women, Infants & Children, CAP = Commodity Assistance Programs, FDPIR = Food Distribution
Program on Indian Reservations, TEFAP = The Emergency Food Assistance Program
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harnessed interactive technologies to motivate all Americans to make positive dietary behavioral changes
consistent with the Dietary Guidelines for Americans and the Healthier US initiative.

In FY 2020 during the COVID-19 pandemic, USDA continued to improve the quality of Americans’ diets
through research-based nutrition enhancements to the Nation’s food supply and better knowledge and
education to promote healthier food choices. In FY 2020, USDA pursued national policies and programs
to ensure that everyone has access to a healthy diet regardless of income, and that the information is
available to support and encourage good nutrition choices.

USDA’s success in promoting public health through good nutrition and the effectiveness of its nutrition
assistance education programs relies heavily on research. The research provides critical knowledge of
what we need to eat to stay healthy and how that knowledge can be conveyed to the public in a manner
that leads to true changes in our diets. Research also supports development of new healthy and tasty food
products providing another avenue for helping consumers eat well.

Participation in SNAP Employment and Training (E&T) Programs: In partnership with State and local
agencies and Federal, public, and private partners, E&T programs are designed to help able-bodied SNAP
recipients find work or gain the skills, training, and experience that lead to employment. USDA will
continue to work with State agencies to incorporate robust E&T components into SNAP State plans. In
addition, USDA will disseminate best practices regarding skills-based training components to State
agencies.

STRATEGIC GOAL 7: PROVIDE ALL AMERICANS ACCESS TO A SAFE, NUTRITIOUS,
AND SECURE FOOD SUPPLY

OBJECTIVE 7.2: PROVIDE ACCESS TO SAFE AND NUTRITIOUS FOOD FOR LOW-
INCOME PEOPLE WHILE SUPPORTING A PATHWAY TO SELF-SUFFICIENCY

7.2.1 Percentage of American households with Consistent, dependable access to food

Overview

The Supplemental Nutrition Assistance Program (SNAP) is the foundation of America’s nutrition
assistance program system. SNAP provides benefits that can be used to purchase food at authorized
retailers for preparation and consumption at home. It makes resources that can be used for food available
to most households with little income. Benefit levels are based on the Thrifty Food Plan, a representative
healthful and minimal cost meal plan that shows how a nutritious diet may be achieved with limited
resources. The amount received by a household depends on its income, expenses, and household size.

Analysis of Results

Most U.S. households have access at all times to enough food for an active and healthy life and are food
secure. The estimated percentage of households that were food secure in 2019 (89.5percent) increased
significantly from 2018 (88.9 percent), and is higher than pre-recession levels (88.9 percent in 2007).
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Annual Performance Goals, 2015 2016 2017 2018 | 2019 Fiscal Year 2020
Indicators
and Trends ‘
Percentage of American households 87.3% 87.7% 88.2% 88.9% 89.5% 89.5% Not Deferred
with consistent dependable access to Available
food

FY 2020 data will be available in September 2021
Rationale for Met Range: The standard error around the measure (89.5 percent) is + 0.1866.

Data Assessment of Performance Measure 7.2.1

The data comes from the annual survey conducted by the U.S. Census Bureau as a supplement to the nationally representative Current
Population Survey (CPS). The data are collected annually in December.

Completeness of Data—The CPS currently includes about 50,000 households and is representative at the State and national level of the
civilian non-institutionalized U.S. population. In December 2019, 34,334 households completed the food security supplement, and data
are weighed by the U.S. Census Bureau to provide the national prevalence. The most current data is Calendar Year 2019.

[ Reliability of Data— The US Census Bureau conducted cognitive and field tests of the food security questionnaire before it was finalized
and included as a supplement to the CPS in April 1995. Minor modifications were made to the format and screening procedures during the first
years of administration. In 1998 the screener and format were substantially revised to reduce respondent burden and improve the quality of the data.
However, the content of the 18 food security questions has remained constant. In 2003-2006 an expert panel convened by the Committee on

National Statistics (CNSTAT) of the National Academy of Sciences reviewed the food security measurement methodology. This expert panel
concluded that the general methodology for measuring food insecurity was appropriate.

[1 Quality of Data— The food security statistics are based on a nationally representative food security survey conducted as an annual
supplement to the monthly CPS by the U.S. Census Bureau for the Bureau of Labor Statistics. The CPS provides data for the monthly U.S.
unemployment statistics and annual income and poverty statistics.

Challenges for the Future

Although, the prevalence of food secure households continued to increase in 2019 after having reached
the pre-recession levels of 2007 by 2018 (88.9 percent), a majority of households that participated in
SNAP, Special Supplemental Nutrition Program for Women, Infants, and Children (WIC) or the National
School Lunch Program reported being food insecure in the month prior to the survey. In addition, 2020
experienced the COVID-19 pandemic, which will likely have a substantial impact on food security
measures. Prior studies based on the American Recovery and Reinvestment Act (ARRA) SNAP benefit
increase indicated that SNAP had a stabilizing effect — food security did not decrease to the level it would
have in the absence of SNAP, it did not eliminate food insecurity. The next survey will collect data in
December 2020 and will provide additional insight into SNAP’s role in addressing food insecurity, in
2020’s case especially during times of greater crisis.

The alignment of the timeline for the annual performance measure with the availability of the annual food
security statistics continues to be a challenge. In addition, the annual food security statistics are for a
calendar year. The annual measure is released in mid-September of the following year.
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7.2.2 Percentage of SNAP Education and Training Participants Engaged in
Education and Skills-Based Training

Overview

FNS supports helping SNAP recipients become self-sufficient. FNS allocates $123.9 million to State
SNAP agencies to operate employment and training (E&T) programs designed to help SNAP recipients
gain skills, education, and work experience that lead to good jobs. In addition, FNS reimburses States 50
percent for costs they incur above that amount. States have discretion regarding whom to serve and
where to provide services. They may provide a variety of components such as job search, job search
training, workfare, career and technical education, on-the-job training, or apprenticeships. Previously the
majority of SNAP participants received light touch services such as job search. The FNS November 2016
SNAP E&T Best Practices Report Study found that stand alone basic skills or job search assistance
programs fall short of helping participants achieve lasting self-sufficiency. Whereas, combining these
components with more intensive services, or offering programs leading to academic credentials or
community college certificates are more often associated with improved outcomes.

Since 2014, FNS has invested significant resources to help States create more evidenced-based, skills-
based programs that meet the needs of employers and lead to jobs in the local economy. Given that the
100 percent Federal funds and State resources are limited, FNS determined that the best way for States to
grow and improve their programs was to leverage the 50 percent reimbursement funds and build third-
party partnerships. FNS increased its capacity at the national and regional levels to work directly with all
States, and through its SNAP to Skills (S2S) Project provided more targeted technical assistance to 7
States. Through S2S, FNS also created tools and resources that are available to all States and other
stakeholders using insights from behavioral sciences. Other materials include The Employment and
Training Review, a monthly newsletter that is disseminated to over 7,000 people, a series of webinars on
best practices, and four promotional videos featuring State agencies, E&T providers and SNAP
participants.

FNS is supporting States as they creatively strategize to continue SNAP E&T in light of the COVID-19
pandemic. FNS hosted a webinar about how States and their provider partners have had to quickly re-tool
their SNAP E&T services, shift to virtual delivery models and plan for a new normal that includes fewer
options for in-person interaction to engage participants. Presenters shared what has worked, what has
been most challenging, and what emerging practices will remain as they re-open and move beyond the
pandemic.

FNS awarded more than $6.7 million in new National Partnership Grants in fiscal year 2020. The
grantees will create significant value-add to the work that FNS has been doing by using their trusted
voices with their members to promote and support SNAP E&T across their large networks of service
providers.

Analysis of Results

Every year States report data on the FNS 583 that includes the number of SNAP participants served in
each component. Overtime this data should show an increase in the number of participants in more
education and skills-based activities. However, there are inherent limitations of this data, including that it
is State reported and not verified by FNS. In order to improve the quality of the data and better
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understand what services SNAP E&T participants are actually receiving, FNS changed the way States
report on component participation, setting a new baseline of 25.5 percent. FNS utilized contractor
support to prepare customized technical assistance reports for each State to support improved data
collection and reporting. FNS is committed to improving the quality of the State reported data. Moving
forward FNS will take action to clarify instructions through webinars and technical assistance packages.

FNS awarded $3 million in E&T Data Grants in FY2020 to support the development of State SNAP E&T
data collection and reporting systems.

Annual Performance Goals, 2015 2016 2017 2018 2019 Fiscal Year 2020

Lndbesim s Actual | Result
and Trends
Percentage of SNAP Education & Not 25.5% 347 355 Not Deferred
Training participants engaged in Available Available
education and skills-based training

Rationale for Met Range: FY 2020 data will be available in FY 2021.

Data Assessment of Performance Measure 7.2.2

Data is pulled from the FNS-583 SNAP Employment and Training (E&T) Program Activity Report fourth quarter report. The percentage
of participants engaged in education and skill-based training is calculated by adding up the total number of participants in education and
training activities (job search, job search training, job retention, workfare, and WIOA activities are excluded) and dividing that by the total
number of participants.

[] Completeness of Data— The data is submitted 45 days after the end of the previous fiscal year and is considered “complete” after it is reviewed
and approved by FNS regional offices. However, data may be subject to change up to a year after posting if the State or Federal agency identifies an
error. The most current data is FY 2019

] Reliability of Data— The data is compiled and submitted by State agencies. While it is reviewed and approved by Federal staff; it is not
independently verified. FNS does review data collection methods and samples during Management Evaluations. However, these reviews do not take
place in every State each year. FY 2017 data showed wide deviations from previous years. FNS is working with States to identify issues and
correct deficiencies in data collection and reporting.

T Quality of Data— The data is compiled and submitted by State agencies. While it is reviewed and approved by Federal staff; it is not
independently verified. FNS does review data collection methods and samples during Management Evaluations. However, these reviews do not take
place in every State each year. To improve the quality of the data and better understand what services SNAP E&T participants are actually
receiving, FNS changed the way States report on component participation, setting a new baseline of 25.5%.

Challenges for the Future

FNS will continue to provide technical assistance and oversight to ensure States address deficiencies in
collecting and reporting data on the FNS 583 reports in order to improve the reliability and quality of the
data, including the number of SNAP participants enrolled in education and skills-based training.

The Agriculture Improvement Act of 2018 made many changes to the SNAP E&T program and States are
now required to implement many of these changes. FNS will continue to provide technical assistance to
States to ensure the quality and reliability of the data. FNS is also strategizing and developing new
technical assistance approaches to support States in dealing with E&T given the realities of the COVID-
19 pandemic and the need to rethink and retool many approaches based on virtual learning and social
distancing.

Page 9 of 75




FINANCIAL REPORT - U. S. D. A. —F. N. S. — FY 2020-UNAUDITED

OBJECTIVE 7.3: SUPPORT AND ENCOURAGE HEALTHY DIETARY CHOICES
THROUGH DATA DRIVEN, FLEXIBLE, AND CUSTOMER-FOCUSED APPROACHES

7.3.1 Annual Percentage of Eligible Children Participating in the National School
Lunch Program (NSLP)

Overview

The National School Lunch Program (NSLP) is a federally assisted meal program operating in about
97,000 public and non-profit private schools and residential child care institutions. Schools and districts
that choose to participate in the NSLP receive cash subsidies and USDA Foods from the U.S. Department
of Agriculture (USDA) for each meal they serve that meets the Federal requirements. Generally, children
from households with incomes at or below 130 percent of the Federal poverty level are eligible for free
meals, while children from families with incomes between 130 percent and 185 percent are eligible for

reduced price meals. Schools can charge no more than 40 cents per reduced price lunch and no more than
30 cents per reduced price breakfast. Children may also be determined categorically eligible for free
meals through participation in certain Federal assistance programs, such as the Supplemental Nutrition
Assistance Program, or based on their status as a homeless, migrant, runaway, or foster child. Children
enrolled in a federally-funded Head Start Program, or a comparable State-funded pre-kindergarten
program, are also categorically eligible for free meals. Children who do not qualify for free or reduced
price meals may purchase a lunch at the “paid” rate. Local school districts have discretion in setting the
price of a paid lunch, provided the school districts meet minimum Federal requirements for paid lunch
pricing.

Analysis of Results

Over 52 million children attend schools that operate the NSLP. In FY 2019, about 29.6 million children
participated in the NSLP each school day, with 21.8 million receiving their lunch at no cost or at a
reduced price. Provisions designed to improve access, streamline administration, and enhance operational
flexibility have helped USDA reach more of the nation’s children in recent years. USDA continues to
work to connect our nation’s most vulnerable children with the wholesome foods they need to stay
healthy and focused during the school day.

o USDA continues to take measurable steps to help school food professionals overcome specific
challenges in meeting the school breakfast and lunch nutrition standards, which were updated in
2012. While many schools successfully implemented the nutrition standards in a way that
encourages healthy eating and participation, some schools required additional flexibility and
support from USDA to meet the standards. On January 23, 2020, USDA published a proposed
rule to simplify meal pattern and monitoring requirements in the school breakfast and lunch
programs. This action underscored the Department’s commitment to customer service by
assisting schools in overcoming operational challenges in implementing the school meals
regulations. Specifically, other proposed rule changes include:

o Adding flexibility to the existing vegetable subgroups;

o Allowing breakfast menu planners to offer meats/meat alternates and grains
interchangeably and to offer 'z cup of fruit in breakfasts served outside the cafeteria;

o Allowing local Program operators to plan menus for different age/grade groups;
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o Expanding the entrée exemption service timeframe for competitive foods; and
o Improving the efficiency in Program monitoring by easing several administrative review
requirements, including the review cycle.

e Based on the exceptional circumstances related to the declaration by the U.S. Department of
Health and Human Services of a public health emergency due to the novel coronavirus disease
(COVID-19) effective retroactively to January 27, 2020, USDA took several actions to support
meal service in child nutrition programs while social distancing measures were in place?:

o On March 6, 2020, USDA issued guidance to State agencies and Program operators
outlining how schools, child care institutions, and community organizations may continue
to provide reimbursable meals to low-income children during the school closures related
to COVID-19. Section 13(c)(1) of the Richard B. Russell National School Lunch Act
(NSLA) (42 U.S.C. 1761(c)(1)), codified at 7 CFR 225.6, authorizes the provision of
Summer Food Service Program (SFSP) or National School Lunch Program Seamless
Summer Option (SSO) meal service to children during unanticipated school closures. In
accordance with the authority provided by Section 12(1) of the NSLA, USDA waived the
requirements for serving meals in a congregate setting and the requirement to serve meals
at a non-school site for COVID-19 related SFSP or SSO meal service operations. USDA
provided these flexibilities to address concerns regarding the loss of meals for low-
income children. State agencies also submitted to USDA individual waiver requests for
statewide use prior to any SFSP or SSO meal service operations for unanticipated school
closures, including those related to COVID-19.

o In accordance with authority provided by Section 2202 of the Families First Coronavirus
Response Act (P.L. 116-127), USDA issued multiple nationwide waivers for SFSP and
SSO, effective until December 31, 2020. This includes:

= Area eligibility, which allows all meals to be reimbursed at the free rate and not
be limited to areas where at least half of the children in the area are in low-
income households.

= Meal times, which allows maximum flexibility for meal pick-up or delivery, and
allows multiple meals to be served to students to consume at a later time;

* Non-congregate feeding, which allows meals to be served in a non-group setting;

= Parent/guardian pick-up, which allows parents or guardians to pick up meals
while students remain safe at home;

= Meal pattern, which allows schools to serve meals that do not meet meal pattern
requirements when needed, such as when specific food components are not
available;

= Offer versus serve, which allows participants to decline certain food components
to reduce food waste;

= (Closed-enrolled site eligibility, which allows program operators to have closed-
enrolled sites in areas that are eligible for open sites; and

=  First week site visits, which relieved program sponsors of the requirement to visit
each of their sites at least once during the first week of operation for sites that
have operated successfully in the previous year and sponsors that successfully
participate in the Child and Adult Care Food Program (CACFP) or the NSLP.

2 USDA/FNS anticipates the need for additional guidance and flexibilities to address the nutritional and operational challenges
faced by its Child Nutrition Program stakeholders during the COVID-19 pandemic. As such, the summary of COVID-19
response activities and publications listed in this document may not be exhaustive; for the most current information on the
agency’s COVID-19 Child Nutrition response efforts, please visit: https://www.fns.usda.gov/programs/fns-disaster-
assistance/fns-responds-covid-19/child-nutrition-covid-19-waivers.
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On August 31, 2020, USDA issued a nationwide waiver to allow SFSP and SSO to
operate through December 31, 2020. Under the waiver, school food authorities could
choose to serve meals through SFSP or SSO, or could opt to participate under the School
Meal Programs (NSLP and School Breakfast Program).
USDA issued a nationwide waiver for the requirement for educational or enrichment
activities in a structured and supervised environment for afterschool programs in the
CACFP At-Risk Afterschool Program and the NSLP Afterschool Snacks Program,
effective until June 30, 2020.
USDA issued waivers for CACFP, NSLP, and the School Breakfast Program (SBP),
effective until June 30, 2021. This includes:
=  Meal times;
* Non-congregate feeding;
*  Meal pattern; and
= Parent/guardian pick-up.
USDA issued a nationwide waiver in NSLP for offer versus serve in senior high schools,
which allows schools to serve pre-packaged or pre-plated meals, effective until June 30,
2021.
USDA issued nationwide waivers for NSLP and SBP regarding:
* The Community Eligibility Provision, which extended the election, notification
and reporting deadlines for School Year 2020-2021.
= Local school wellness policy triennial assessments, which provided a one-year
delay for schools unable to complete a triennial assessment of the local school
wellness policies due to school closures.
USDA issued a nationwide waiver in the NSLP that waives the on-site monitoring
requirements in order to provide States and schools with oversight flexibilities. This
waiver helps States and schools focus on delivering healthy meals to participants,
maintain oversight responsibilities, and support social distancing during the current
public health emergency. This waiver will be in effect through June 30, 2021.
USDA also issued individual State or Program operator waivers for parent/guardian pick-
up and to allow service at alternate sites for the Fresh Fruit and Vegetable Program, non-
congregate service for the Special Milk Program, extension of application forms in
CACEFP, extension of the timeframe to notify or respond to SFSP and CACFP sponsor
applications, and health department notification in SFSP.
USDA provided these waivers to ensure children would have access to nutritious meals
while minimizing potential exposure to the novel coronavirus. State agencies were
required to inform USDA if they elected to be subject to the nationwide waivers, and
must report on use of the waivers.
USDA released Feeding Kids When Schools Are Closed Due to COVID-19, a two-page
publication that highlights USDA’s efforts, waivers, and resources to assist program
operators in providing meals to children while schools are closed.
USDA released Child Nutrition Program Meal Service During COVID-19, a two-page
publication that provides tips and best practices for program operators who wish to
distribute meals to parents and guardians without the child or adult participant present.

In FY 2020, USDA released several new enhancements to the Food Buying Guide for Child
Nutrition Programs (FBG) Interactive Web-based Tool and mobile application. The FBG assists
Program operators and food manufacturers in purchasing the right amount of food to contribute
towards Child Nutrition Program meal pattern requirements. New updates to the FBG
introduction sections and appendices were released to reflect the latest policy guidance on meal
pattern flexibilities. Additional enhancements to the Exhibit A Grains Tool within the FBG were
made to: 1) determine the amount to serve for a grain product in order to meet the minimum
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grains requirement by age/grade group for a specific Child Nutrition Program, 2) allow food item
searches with similar keywords to be included in the search results, and 3) include two interactive
flow charts for increased ease of use for determining creditable grains/breads and whether a
product meets the whole grain-rich criteria. The FBG tools were further enhanced by in the
inclusion of numbered step-by-step instructions to help users easily utilize the additional features
of the FBG (Product Formulation Statement, Recipe Analysis Workbook, and the Food Buying
Guide Calculator).

e Section 9(b) (4) (F) of the Richard B. Russell National School Lunch Act requires States to
directly certify 95 percent of children in households receiving SNAP benefits. In SY 2018-2019,
40 States met or exceeded the 95 percent requirement, an increase of 12 States since SY 2016-
2017. This is the third year that the majority of States have met the performance target. Each
State that does not meet the benchmark is required to develop and implement a Continuous
Improvement Plan (CIP) to improve its direct certification procedures and meet the statutory
benchmark in subsequent school years. To assist in the development and execution of these
Plans, as well as direct certification efforts nationally, the Food and Nutrition Service provides
guidance and process improvement assistance to State agencies. Technical assistance efforts
include on-site visits, conference calls, and written guidance. Due in part to this assistance, it is
anticipated that several States will achieve the mandated benchmark rate in subsequent years.

Annual Performance Goals, 2015 2016 2017 2018 2019 Fiscal Year 2020
Indicators
and Trends
7.3.1  Annual percentage of eligible children 55.4% 55.5% 54.5% 57.8% 56.5% 59% 53.4% Did not
participating in the NSLP meet*

Rationale for Met Range: Thresholds for 7.3.1 reflect the margin of error in forecasts of future participation, estimated at 5
percent for school meals programs. This reflects the pattern of variance between actual and target performance for both
programs during the past S years. For FY 2020, this percentage range allows for actual performance did not meet the target in
the range of 56.1 - 62.0 percent.

*Note: Due to unanticipated school closures as a result of the COVID-19 pandemic, the actual 2020 figure is impacted due to the
changes in meal service levels. Additionally, many schools served non-congregate meals through the Summer Food Service
Program (SFSP) which is not included in this metric.

Data Assessment of Performance Measure 7.3.1

* In FY 2018 there was a change in the methodology to calculate this figure. The figure is now derived from FNS administrative
data on participation and enrollment in schools participating in the NSLP. Previously the metric used the Department of
Education National Center for Education Statistics (NCES) public and private school enrollment data from the NCES’s
Projections of Education Statistics report series for the denominator. The old method did not adjust for whether or not the
schools in which the children were enrolled participated in the NSLP. The new method uses enrollment data from FNS
administrative data on the number of students enrolled in schools that participate in the NSLP. This method measures the
actual percent of students that participate in the NSLP that are enrolled in schools operating the NSLP. This is the same
metric used in the USDA Strategic Plan.

The indicator is a ratio of school meals participation and enrollment data, drawn from USDA administrative records. This ratio
shows the proportion of children enrolled in schools with the NSLP participating in the program.

NSLP administrative data is drawn from State agency reports that are certified as accurate and submitted to FNS Regional
Offices. There, the reports are reviewed for completeness and consistency. If the data are acceptable, the FNS Regional Office
analyst posts the reports to the National Data Bank (NDB) Preload System. NDB is a holding area for data review prior to release.
Otherwise, FNS Regional Office personnel reject the report and the State agency is contacted. Data posted by FNS Regional Office
personnel into NDB are reviewed at USDA. If data are reasonable and consistent with previous reports, they will be downloaded to
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Annual Performance Goals, 2015 2016 2017 2018 2019 Fiscal Year 2020

Indicators
and Trends

NDB for public release. If not, USDA works with FNS Regional Offices and States to resolve problems and inconsistencies. This
process of review and revision ensures that the data are as accurate and reliable as possible.

Completeness of Data— Figures for NSLP participation are based on 9-month (school year) averages. Participation data are
collected and validated monthly before being declared annual data. Reported estimates are based on data through April 30, 2020,
as available August 2020. Figures for enrollment in NSLP participating schools are reported in October of each year.

Reliability of Data— Participation and enrollment data reporting are used to support program financial operations. All of the
data are used in published analyses, studies and reports. The data also are used to support dialogue with and information requests
from the Government Accountability Office, the Office of Inspector General, and the Office of Management and Budget.

Quality of Data— As described above, the data used to develop this measure are used widely for multiple purposes, both within
and outside USDA. The measure itself is reported in stand-alone publications as an important, high-quality indicator of program
performance.

Challenges for the Future

USDA will continue to listen to State and local program operators and hear their input regarding any
future changes that may enhance flexibility and expand the options available in the school lunch program.
USDA is committed to taking meaningful steps to aid school food professionals in their efforts to build
nutritious meals that children enjoy. In the near term, USDA will focus on helping program operators
overcome the challenges outlined below.

e School food authorities are required to increase the prices charged for paid lunches to ensure
adequate revenue is generated to cover production costs. The intent of this requirement is to
ensure Federal reimbursements for free and reduced price meals are not used to cover the costs of
paid lunches. In some cases, increasing the paid lunch price may impact participation. FNS has
recognized that not all school food authorities need the additional revenue, and has provided an
exemption for school food authorities in good financial standing. School food authorities may
also contribute non-Federal funds to meet this requirement in lieu of raising prices.

o Consistent with Section 747 of Division B of the Further Consolidated Appropriations Act, 2020
(Public Law 116-94) (the Appropriations Act), FNS issued guidance in January 2020 exempting
any school food authority with a positive or zero balance in its school food service account as of
December 31, 2019 from paid lunch equity requirements for SY 2020-2021. School food
authorities maintain the discretion to adjust their paid lunch price for SY 2020-2021 accordingly.
To demonstrate State oversight of this provision, FNS recommended that State agencies maintain
documentation for any school food authorities using this exemption.

e FNS also provides operators with extensive support through grants, training, training tools, a
searchable collection of recipes, and technical assistance and educational tools and resources.
Schools that face operational challenges receive targeted technical assistance, training, and peer
mentoring to support strong student participation.
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7.3.2 Annual Percentage of Eligible Children Participating in the School Breakfast
Program (SBP)

Overview

The School Breakfast Program (SBP) is a federally assisted meal program operating in public and non-
profit private schools and residential child care institutions. School districts and institutions that choose
to participate in the SBP receive cash subsidies and USDA Foods from the U.S. Department of
Agriculture (USDA) for each meal they serve that meets the Federal requirements. Generally, children
from households with incomes at or below 130 percent of the Federal poverty level are eligible for free
meals, while children from families with incomes between 130 percent and 185 percent are eligible for
reduced price meals. Schools may not charge children more than 30 cents for a reduced price breakfast.
Children may be determined categorically eligible for free meals through participation in certain Federal
assistance programs, such as the Supplemental Nutrition Assistance Program, or based on their status as a
homeless, migrant, runaway, or foster child. Children enrolled in a federally-funded Head Start Program,
or a comparable State-funded pre-kindergarten program, are also categorically eligible for free meals.
Children who do not qualify for free or reduced price meals may purchase a breakfast at the “paid” rate.

Analysis of Results

Over 49 million children attend schools that operate the SBP. In FY 2019, nearly 14.8 million children
participated in the SBP each school day, with over 12.5 million children receiving their breakfast at no

cost or at areduced price. USDA continues to work to connect our nation’s most vulnerable children

with the wholesome foods they need to stay healthy and focused during the school day.

o USDA continues to take meaningful steps to help school food professionals overcome specific
challenges in meeting the school breakfast and lunch nutrition standards, which were updated in
2012. While many schools successfully implemented the nutrition standards in a way that
encourages healthy eating and participation, some schools required additional flexibility and
support from USDA to meet the standards. On January 23, 2020, USDA published a proposed
rule to simplify meal pattern and monitoring requirements in NSLP and SBP. This action
underscored the Department’s commitment to customer service by assisting schools in
overcoming operational challenges in implementing the school meals regulations. Specifically,
other proposed rule changes include:

o Allowing menu planners to offer meats/meat alternates and grains interchangeably
(without offering a minimum grains requirement daily).

o Increasing the flexibility for schools to offer % cup of fruit in breakfast served outside the
cafeteria to reduce food waste.

o Allowing local Program operators to plan menus for different age/grade groups.

Expanding the entrée exemption service timeframe for competitive foods.

o Improving the efficiency in Program monitoring by easing several administrative review
requirements, including the review cycle.

O

e Recognizing that some children face barriers to SBP participation due to the timing of the meal,
which often takes place before the regular school day, USDA has encouraged alternative
breakfast models to improve access, streamline administration, and eliminate barriers to
participation. Local schools are encouraged to adopt the breakfast service model that works best
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for them, which could be serving breakfast in the classroom, offering a grab-and-go breakfast, or
serving breakfast on a school bus. According to the School Nutrition and Meal Cost Study
(published in April 2019), among participating children, ease/convenience was the most
commonly reported reason for SBP participation. Alternative breakfast models give schools
more convenient options, helping to connect more children with a wholesome morning meal.

e Based on the exceptional circumstances related to the declaration by the U.S. Department of
Health and Human Services of a public health emergency due to the novel coronavirus disease
(COVID-19), effective retroactive to January 27, 2020, USDA took several actions to support
meal service in child nutrition programs while social distancing measures were in place?:

o On March 6, 2020, USDA issued guidance to State agencies and Program operators
outlining how schools, child care institutions, and community organizations may continue
to provide reimbursable meals to low-income children during the school closures related
to COVID-19. Section 13(c)(1) of the Richard B. Russell National School Lunch Act
(NSLA) (42 U.S.C. 1761(c)(1)), codified at 7 CFR 225.6(d)(1)(iv), authorizes the
provision of Summer Food Service Program (SFSP) or National School Lunch Program
Seamless Summer Option (SSO) meal service to children during unanticipated school
closures. In accordance with the authority provided by Section 12(1) of the NSLA, USDA
waived the requirements for serving meals in a congregate setting and the requirement to
serve meals at a non-school site for COVID-19 related SFSP or SSO meal service
operations. USDA provided these flexibilities to address concerns regarding the loss of
meals for low-income children. State agencies also submitted to USDA individual waiver
requests for statewide use prior to any SFSP or SSO meal service operations for
unanticipated school closures, including those related to COVID-19.

o In accordance with authority provided by Section 2202 of the Families First Coronavirus
Response Act (P.L. 116-127), USDA issued multiple nationwide waivers for SFSP and
SSO, effective until December 31, 2020. This includes:

= Area eligibility, which allows all meals to be reimbursed at the free rate and not
be limited to areas where at least half of the children in the area are in low-
income households.

= Meal times, which allows maximum flexibility for meal pick-up or delivery, and
allows multiple meals to be served to students to consume at a later time;

* Non-congregate feeding, which allows meals to be served in a non-group setting;

= Parent/guardian pick-up, which allows parents or guardians to pick up meals
while students remain safe at home;

= Meal pattern, which allows schools to serve meals that do not meet meal pattern
requirements when needed, such as when specific food components are not
available;

= Offer versus serve, which allows participants to decline certain food components
to reduce food waste;

= Closed-enrolled site eligibility, which allows program operators to have closed-
enrolled sites in areas that are eligible for open sites; and

= First week site visits, which relieved program sponsors of the requirement to visit
each of their sites at least once during the first week of operation for sites that

3 USDA/FNS anticipates the need for additional guidance and flexibilities to address the nutritional and operational challenges
faced by its Child Nutrition Program stakeholders during the COVID-19 pandemic. As such, the summary of COVID-19
response activities and publications listed in this document may not be exhaustive; for the most current information on the
agency’s COVID-19 Child Nutrition response efforts, please visit: https://www.fns.usda.gov/programs/fns-disaster-
assistance/fns-responds-covid-19/child-nutrition-covid-19-waivers.
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have operated successfully in the previous year and sponsors that successfully
participate in the Child and Adult Care Food Program (CACFP) or the NSLP.
On August 31, 2020, USDA issued a nationwide waiver to allow SFSP and SSO to
operate through December 31, 2020. Under the waiver, school food authorities could
choose to serve meals through SFSP or SSO, or could opt to participate under the School
Meal Programs (NSLP and School Breakfast Program).
USDA issued a nationwide waiver for the requirement for educational or enrichment
activities in a structured and supervised environment for afterschool programs in the
CACFP At-Risk Afterschool Program and the NSLP Afterschool Snacks Program,
effective until June 30, 2020.
USDA issued waivers for CACFP, NSLP, and the School Breakfast Program (SBP),
effective until June 30, 2021. This includes:
= Meal times;
=  Non-congregate feeding;
= Meal pattern; and
= Parent/guardian pick-up.
USDA issued a nationwide waiver in NSLP for offer versus serve in senior high schools,
which allows schools to serve pre-packaged or pre-plated meals, effective until June 30,
2021.
USDA issued nationwide waivers for NSLP and SBP regarding:
* The Community Eligibility Provision, which extended the election, notification
and reporting deadlines for School Year 2020-2021.
= Local school wellness policy triennial assessments, which provided a one-year
delay for schools unable to complete a triennial assessment of the local school
wellness policies due to school closures.
USDA issued a nationwide waiver in the NSLP that waives the on-site monitoring
requirements in order to provide States and schools with oversight flexibilities. This
waiver helps States and schools focus on delivering healthy meals to participants,
maintain oversight responsibilities, and support social distancing during the current
public health emergency. This waiver will be in effect through June 30, 2021.
USDA also issued individual State or Program operator waivers for parent/guardian pick-
up and to allow service at alternate sites for the Fresh Fruit and Vegetable Program, non-
congregate service for the Special Milk Program, extension of application forms in
CACEFP, extension of the timeframe to notify or respond to SFSP and CACFP sponsor
applications, and health department notification in SFSP.
USDA provided these waivers to ensure children would have access to nutritious meals
while minimizing potential exposure to the novel coronavirus. State agencies were
required to inform USDA if they elected to be subject to the nationwide waivers, and
must report on use of the waivers.
USDA released Feeding Kids When Schools Are Closed Due to COVID-19, a two-page
publication that highlights USDA’s efforts, waivers, and resources to assist program
operators in providing meals to children while schools are closed.
USDA released Child Nutrition Program Meal Service During COVID-19, a two-page
publication that provides tips and best practices for program operators who wish to
distribute meals to parents and guardians without the child or adult participant present.

In FY 2020, USDA released several new enhancements to the Food Buying Guide for Child
Nutrition Programs (FBG) Interactive Web-based Tool and mobile application. The FBG assists
Program operators and food manufacturers in purchasing the right amount of food to contribute
towards Child Nutrition Program meal pattern requirements. New updates to the FBG
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introduction sections and appendices were released to reflect the latest policy guidance on meal
pattern flexibilities. Additional enhancements to the Exhibit A Grains Tool within the FBG were
made to: 1) determine the amount to serve for a grain product in order to meet the minimum
grains requirement by age/grade group for a specific Child Nutrition Program, 2) allow food item
searches with similar keywords to be included in the search results, and 3) include two interactive
flow charts for increased ease of use for determining creditable grains/breads and whether a
product meets the whole grain-rich criteria. The FBG tools were further enhanced by in the
inclusion of numbered step-by-step instructions to help users easily utilize the additional features
of the FBG (Product Formulation Statement, Recipe Analysis Workbook, and the Food Buying
Guide Calculator).

Annual Performance Goals, 2015 | 2016 2017 2018 2019 Fiscal Year 2020

Indicators Actual | Result
and Trends

7.3.2  Annual percentage of eligible children
participating in the SBP
Rationale for Met Range: Thresholds for 7.3.2 reflect the margin of error in forecasts of future participation, estimated at 5
percent for school meals programs. This reflects the pattern of variance between actual and target performance for both
programs during the past S years. For FY 2020, this percentage range allows for actual performance did meet the target in the
range of 29.5 - 32.6 percent.

*Note: Due to unanticipated school closures as a result of the COVID-19 pandemic, the actual 2020 figure is impacted due to the
changes in meal service levels. Additionally, many schools served non-congregate meals through the Summer Food Service
Program (SFSP) which is not included in this metric.

Data Assessment of Performance Measure 7.3.2

The indicator is a ratio of school meals participation and enrollment data, drawn from USDA administrative records. This ratio
shows the proportion of children enrolled in schools with the SBP participating in the program.

SBP administrative data is drawn from State agency reports that are certified as accurate and submitted to FNS Regional Offices.
There, the reports are reviewed for completeness and consistency. If the data are acceptable, the FNS Regional Office analyst posts
the reports to the National Data Bank (NDB) Preload System. NDB is a holding area for data review prior to release. Otherwise,
FNS Regional Office personnel reject the report and the State agency is contacted. Data posted by FNS Regional Office personnel
into NDB are reviewed at USDA. If data are reasonable and consistent with previous reports, they will be downloaded to NDB for
public release. If not, USDA works with FNS Regional Offices and States to resolve problems and inconsistencies. This process of
review and revision ensures that the data are as accurate and reliable as possible.

[l Completeness of Data— Figures for SBP participation are based on 9-month (school year) averages. Participation data are
collected and validated monthly before being declared annual data. Reported estimates are based on data through April 30, 2020,
as available August 2020. Figures for enrollment in SBP participating schools are reported in October of each year.

[ Reliability of Data— Participation and enrollment data reporting are used to support program financial operations. All of the
data are used in published analyses, studies and reports. The data also are used to support dialogue with and information requests
from the Government Accountability Office, the Office of Inspector General, and the Office of Management and Budget.

[l Quality of Data— As described above, the data used to develop this measure are used widely for multiple purposes, both within
and outside USDA. The measure itself is reported in stand-alone publications as an important, high-quality indicator of program
performance.
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Challenges for the Future

USDA will continue to listen to State and local program operators, and hear their input regarding any
future changes that may enhance flexibility and expand the options available in the SBP. USDA is
committed to taking meaningful steps to aid program operators in their efforts to build breakfast meals
that children enjoy.

FNS also provides operators with extensive support through grants, training, training tools, a searchable
collection of recipes, and technical assistance and educational tools and resources. Schools that face
operational challenges receive targeted technical assistance, training, and peer mentoring to support strong
student participation.

SECTION 3. LIMITATIONS OF FINANCIAL STATEMENTS

The principal financial statements are prepared to report the financial position, financial condition, and
results of operations, pursuant to the requirements of 31 U.S.C. 3515 (b). The statements are prepared
from records of Federal entities in accordance with Federal generally accepted accounting principles
(GAAP) and the formats prescribed by OMB. Reports used to monitor and control budgetary resources
are prepared from the same records. Users of the statements are advised that the statements are for a
component of the U.S. Government.

SECTION 4. ANALYSIS OF SYSTEMS, CONTROLS, AND
LEGAL COMPLIANCE

The information in this section is consistent with the findings of the USDA OIG’s FY 2019 financial
statements audit report.

Federal Managers’ Financial Integrity Act (FMFIA Section 2)
Assurance

FNS management is responsible for developing and maintaining internal control to ensure the
effectiveness of operations. Internal control encompasses accounting and administrative controls. Such
controls include program, operational and administrative areas.

The number of management control reviews conducted was limited in FY 2020 due to the
exceptional circumstances of the novel coronavirus (COVID-19), which included FNS travel
restrictions, stay-at-home orders to all FNCS staff, and COVID-19 related activities in support of
Program operations at the state and local levels.

FNS management has conducted its annual evaluations of internal control pursuant to Sections 2 of
FMFIA, for the period ending June 30, 2020. Based on the results of the evaluations, FNS provides an
unmodified statement of assurance that internal controls are designed, implemented, and operating
effectively over operations. No new material weaknesses, no new significant deficiencies, and no new
control deficiencies were identified during FY 2020 for the period ended June 30, 2020.
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Assurance for Internal Control over Reporting (FMFIA Section 2)

FNS assessed the effectiveness of internal control over reporting as of June 30, 2020. The assessment
followed USDA guidance, Office of Management and Budget (OMB) Circular A-123, Appendix A and
best practices established by the Department.

This assessment included risk assessments, process descriptions, documentation of key controls,
assessments of the design of key controls, tests of operating effectiveness of properly designed controls,
summary of deficiencies, and the development of corrective action plans for control deficiencies. Key
controls in the following processes were tested:

Processes

i.  Charge Card Management: Purchase Cards

ii. Charge Card Management: Travel Cards

iii. DATA Act Reporting: DATA Quality Compliance

iv. Financial Reporting: Period-End Reporting

v. Financial Reporting: Significant Management Estimates

vi. Financial Reporting: Unliquidated Obligations Review

vii. Financial Reporting: User Access

viii.Funds Management and Disbursement: Funds Balance with Treasury Reconciliation and
Disbursements within FMMI

ix. Grants Management: Awards and Modifications (Entitlement Grants)

x. Grants Management: Closeout (Entitlement Grants)

xi. Grants Management: Draws and Expenditures (Entitlement Grants)

xii. Grants Management: Monitoring (Discretionary and Entitlement Grants)

xiii.Reimbursable Agreements: Authorizations and Modifications

xiv.Reimbursable Agreements: Receivables and Payment Management

xv. Revenue and Receivables: Collections

FNS management recognizes its responsibility for monitoring and correcting control deficiencies assessed
as outside of its risk tolerance. With regard to these processes and the internal controls within these
processes, management certifies that there have been no changes in the operation of controls tested from
the sample selection date through June 30, 2020. FNS provides an unmodified statement of assurance that
the internal controls over external financial reporting for FY 2020 are operating effectively.

In addition, there were no new material weaknesses or significant deficiencies identified in FNS’
Business Process Controls (BPC). FNS accepted the risk for three BPC control deficiencies and four BPC
control deficiencies remain. Corrective action plans for four control deficiencies have been developed and
submitted in the A-123 Compliance Reporting Tool (ACRT). The approved risk-based decisions have
been documented and reported including a listing of deficiencies.
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Compliance with Laws and Regulations (FFMIA-Section 2)

Anti-Deficiency Act

1. FNS management has not entered into contracts that exceeded the enacted appropriations for the
year or purchased services and merchandise before appropriations are enacted.

il. FNS has maintained compliance with all provisions of law that are associated with the Anti-
Deficiency Act (ADA).

Additional Supplemental Appropriations for Disaster Relief Requirements 2017 and
2019/Bipartisan Budget Act of 2018/ Further Additional Appropriations for Disaster Relief
Requirements of 2018

1. FNS has expended 99.8% of the apportioned amount associated with the Puerto Rico,
Commonwealth of the Northern Mariana Islands (CNMI), and American Samoa
Nutrition Assistance Programs (NAP), Special Supplemental Nutrition Program for
Women, Infants, and Children (WIC), and the Temporary Emergency Food Assistance
Program (TEFAP). 97.8% of the obligated amount has been expended as of June 30,
2020.

1i. FNS has established appropriate policies and controls, and corrective actions have
been taken to mitigate the risk of fraud and inappropriate spending practices
regarding activities and expenses related to disaster- related activities for the
Programs listed under (i).

1. FNS management has not identified additional significant deficiencies associated

with management of emergency supplemental/disaster relief funding.

Families First Coronavirus Response Act (FFCR/Act) Coronavirus Aid, Relief, and Economic
Security Act (CARES Act)

1. FNS has established appropriate policies and controls to track and report funding and
expenditures, and corrective actions have been taken to mitigate the risk of fraud and
inappropriate spending practices regarding activities and expenses related to emergency
supplemental relief funding for the Child Nutrition Programs, Food Distribution
Program on Indian Reservations (FDPIR), Pandemic Electronic Bank Transfer (EBT),
SNAP, TEFAP, WIC, and Puerto Rico, CNMI, and American Samoa NAPs.

1i. FNS Management has not identified additional significant deficiencies associated
with management of emergency supplemental relief funding.
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Data Act Reporting for USAspending.gov

FNS has completed data quality compliance testing and provides assurance that data
integrity processes and controls for File D2 align with OMB Circular A-123, are
designed effectively, implemented, and operating effectively for all reported data. This
includes controls over agency financial systems, award management systems, and
procurement data reported to the Federal Procurement Data System — Next Generation
(FPDS- NG).

Government Charge Card Abuse Prevention Act

il.

FNS has established appropriate policies and controls and corrective actions have
been taken to mitigate the risk of fraud and inappropriate charge card practices.

FNS management has not identified additional significant deficiencies associated with
internal controls for purchase cards, debit cards, travel cards (i.e., centrally billed
accounts, individually billed accounts, and declining balance cards).

Pavment Integrity Information Act of 2019 which replaced the Fraud Reduction and Data

Analvtics Act of 2015

il.

iii.

1v.

FNS has established financial and administrative controls to identify and assess fraud
risks and has designed and implemented control activities to prevent, detect and
respond to fraud, including improper payments.

FNS management has implemented the fraud risk principle in the Standards for Internal
Control and OMB Circular A-123 with respect to the leading practices for managing
fraud risk.

FNS management has not identified risks and vulnerabilities to fraud, with respect to
payroll, beneficiary payments, grants, large contracts, and purchase and travel cards, as

applicable.

FNS management has established strategies, procedures, and other steps to curb fraud.

a). The following control activities as they relate to payroll, beneficiary payments,
grants, large contracts, and purchase and travel cards have been incorporated in
FNS’ FMMI Program Accounting Standard Operating Procedures to curb fraud:

1). Purchase Card Management

1). Quarterly, the FNS monthly summary report is used to select
cardholders for review. Non-compliance issues are identified for follow-
up and remediation.

ii). As purchases are requested, the purchase requestor populates the
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AD-700 Procurement Request form. The cardholder reviews the AD-
700 Procurement Request form for accuracy and executes the purchase.
Another individual reviews the AD-700 for completeness and approves
the purchase.

2). Travel Card Management

1). USDA performs data mining of charge card data using the
INSIGHT on demand tool and notifies FNS of any potential misuse or
questionable charges, and delinquent balances within travel card
accounts.

3). Data reconciliations are performed in the:

1). Period-End Reporting process: Accounting staff reconciles the
ending account balances on the Trial Balance report from the prior year
to the beginning balances on the Trial Balance for the current year.

ii). Unliquidated Obligations Review process: Allowance Holders
reconcile documentation provided to support the validity of inactive
obligations (i.e., obligations with no activity within 12 months) or
identifies obligations necessary for de-obligation.

iii). Budget Authority process: Budget staff reconciles the total
budgetary resources available on the SF-132s to the Adjusted Trial
Balance System report.

iv). Funds Balance with Treasury Reconciliation process: There are
three (3) controls in this process that require reconciliations:
Automated Standard Application for Payment (ASAP)/Agricultural
Management Assistance (AMA) system drawdown reconciliation,
monthly cash comparisons, and reconciliation of Web-Based Supply
Chain Management (WBSCM) to FMMI for Direct Fund Cite.

v). Grants Management: Draws and Expenditures process: FNS
Regional office staff perform a data reconciliation to ensure State
agency expenditures do not exceed allocations by more than five (5)
percent and a reconciliation of source documentation and ASAP reports
to the FMMI-212, FMMI-202, and FMMI-014 reports to verify validity
of obligations and expenditures in FMMIL.

vi). Collections process: FNS Regional office staff perform a
reconciliation of the amounts on the Treasury Offset Program (TOP)
Collection/Payment worksheets and the TOP information submitted
on each State agencies’ FNS-209 (Status of Claims against SNAP
Households).
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4). User Certification

1). Annually, FNS’ authorized Officers certify that all users are
authorized to have access to the applicable Treasury system and user
roles are appropriately segregated.

ii). Quarterly, Security Administrators review a list of FNS FMMI
users and certify users are authorized to have access and user roles are
appropriately segregated.

5). Throughout all internal controls over financial reporting, there are
three common threads that are designed to prevent, detect and respond
to fraud, including improper payments:

1). Segregation of duties: documented secondary level of review and a
system that requires an individual to post entries in FMMI and another
individual to approve the entry

i1). Maintenance of all supporting documentation for data
reconciliations conducted within applicable business processes.

iii). Edits checks in FMMI which prevents attempts of posting a total
amount of manual check collections activity and letter of credit (LOC)
authorization transactions in excess of the grant award document (GAD)
grant value through an integrated funds control function. Attempts to
reduce the GAD grant value below the total amount of the LOC
authorization and any manual check collections activity are also
prevented by system controls within FMMI.

Conformance with Federal Financial Management Systems Requirements (FMFIA — Section 4 and

FFMIA)

1. The FNS Information and Security Office (ISO) management evaluated its financial management
systems under FMFIA (section 4) for the period ended June 30, 2020.

ii. The FNS ISO information systems conform to financial management system requirements.

iii. No new significant or material non-conformance(s) or consolidated non-confor