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FOOD AND NUTRITION SERVICE
PURPOSE STATEMENT

The Food and Nutrition Service (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 the Reorganization
Plan No. 2 of 1953.

FNS is the Federal agency responsible for managing the domestic nutrition assistance programs. Its mission
is to increase food security and reduce hunger in partnership with cooperating organizations by providing
children and low-income people access to food, a healthful diet, and nutrition education in a manner that
supports American agriculture and inspires public confidence.

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, the current programs form a nationwide safety net supporting low-
income families and individuals in their efforts to escape food insecurity and hunger and achieve healthy,
nutritious diets. Currently, the programs administered by FNS touch the lives of one in five Americans over
the course of a year.

Descriptions of Programs:

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

e  Food Stamp Program (FSP): Authorized by the Food Stamp Act of 1977, the FSP serves as the
primary source of nutrition assistance for over 26 million low-income people. It enables participants,
about 50 percent of whom are children, to improve their diets by increasing food purchasing power
using benefits that are redeemed at retail grocery stores 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. Benefits are 100 percent Federally-financed, while administrative
costs are shared between the Federal and State governments.

The FSP 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, the Commonwealth of the Northern Mariana Islands, and
American Samoa receive grant funds with which to provide food and nutrition assistance in lieu of the
FSP.)

o  Food Distribution Program on Indian Reservations (FDPIR): The Food Stamp Act of 1977
authorized the distribution of agricultural commodities to eligible needy persons residing on or near
Indian reservations. FDPIR serves as an alternative to the FSP for Indian households on or near
reservations. Indian Tribal Organizations (ITOs) that operate the program are responsible for
certifying recipient eligibility, nutrition education, local warehousing and transportation of
commodities, distribution of commodities to recipient households, and program integrity. The Federal
government pays 100 percent of the cost of commodities distributed through the program, as well as
cash payments for administrative expenses.

e  Child Nutrition Programs (CNP): The National School Lunch (NSLP), School Breakfast (SBP),
Special Milk (SMP), Child and Adult Care (CACFP), and Summer Food Service (SFSP) Programs
provide reimbursement to State and local governments for nutritious meals and snacks served to
approximately 30 million children in schools, child care institutions, adult day care centers, and after-
school care programs. FNS provides cash and commodities on a per-meal basis to offset the cost of
food service at the local level as well as offset a significant portion of State and local administrative
expense and provides training, technical assistance, and nutrition education.
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Payments are substantially higher for meals served free or at a reduced price to children from low-
income families.

e 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, 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 for food packages and nutrition services and
administration for the program,; States operate the program pursuant to plans approved by FNS. WIC is
augmented in some localities by the Farmers’ Market Nutrition Program, funded within the Commodity
Assistance Program account, and authorized by the WIC Farmers’ Market Nutrition Act of 1992, which
provides fresh produce to WIC participants.

e The Emergency Food Assistance Program (TEFAP): This program supports the emergency food
organization network by distributing Federally-purchased commodities for use by emergency feeding
organizations including soup kitchens, food recovery organizations, and food banks. TEFAP also
provides administrative funds to defray costs associated with processing, repackaging, storage, and
distribution of Federal and privately donated commodities. The allocation of both Federal
commodities 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.

e The Commodity Supplemental Food Program (CSFP): This program provides foods purchased by
USDA to low-income infants and children up to age six, low-income pregnant, postpartum and
breastfeeding women, and to low-income senior citizens who are residing in approved project areas. In
recent years, there has been a shift towards low-income elderly in this program; in FY 2007, elderly
participation comprised approximately 90 percent of total participation. Foods are distributed through
State agencies to supplement food acquired by recipients from other sources. The CSFP is operated as
a Federal/State partnership under agreements between FNS and State health care, agricultural or
education agencies. Currently, 32 States, the District of Columbia, and two Indian reservations operate
CSFP.

o  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 and
herbs at farmers’ markets, roadside stands, and community-supported agriculture programs.

e  Pacific Island and Disaster Assistance: Pacific Island Assistance includes assistance to the nuclear-
affected zones of the Republic of the Marshall Islands in the form of commodities and administrative
funds and is authorized under the Compact of Free Association Amendments Act of 2003, (P.L. 108-
188). Disaster Relief funds are provided for use in non-Presidentially declared disasters.

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, as well as a significant portion 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
monitoring and evaluating to make sure that program structures and policies are properly implemented and
effective in meeting program missions. State and local organizations are responsible for delivering benefits
efficiently, effectively, and in a manner consistent with national requirements.
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FNS Staff:

The public servants of FNS 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 the other
program appropriations.

FNS staff is funded primarily out of the Nutrition Programs Administration account, which represents
approximately one-third 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 and communication experts, 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 68 field offices/satellite
locations. A regional administrator directs each regional office. These offices maintain direct contact with
State agencies that administer the FNS programs. The agency’s regional offices also conduct on-site
management reviews of State operations and monitor the 160,000 stores authorized to redeem food stamp
benefits.

As of September 30, 2007, there were 1,270 full-time permanent and 34 part-time and temporary employees
in the agency. There were 468 employees in the Washington headquarters office; and 836 in the field,
which includes seven regional offices; 68 field offices; four food stamp compliance offices in Illinois,
Texas, New Jersey, and Tennessee; one computer support center in Minneapolis, Minnesota; and one
administrative review office in Hayward, CA. The chart below displays staff year utilization.

STAFF YEAR DISTRIBUTION
(From All Sources of Funds
2007 2008 2009
Project Actual Estimated | Change Requested
Food Stamp Program 64 98 0 98
Child Nutrition Programs 154 164 0 164
Nutrition Programs Administration 1,076 1,026 35 1,061
Center for Nutrition Policy and Promotion 23 24 0 24
Total Available 1,317 1,312 35 1,347
Audit Reports of National Significance Issued for Fiscal Year 2007
OIG Audits Issued
Agency-wide 27401-31-HY 11-06 Food and Nutrition Service
Financial Statements for Fiscal
Years 2006 and 2005
WIC 27004-4-AT 5-07 Special Supplemental Nutrition
Program for Women, Infants, and
Children, Puerto Rico
FSP 27099-49-TE 9-07 Disaster Food Stamp Program for

Hurricanes Katrina and Rita
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FSp 27099-69-HY 9-07 JPMorgan EFS Oversight of
Electronic Benefits Transfer
Operations

SFSP 27099-34-SF 8-07 Summer Food Service Program-

California and Nevada

GAO Audits Issued

FSP GAO-07-53 10-06 Food Stamp Trafficking: FNS
Could Enhance Program Integrity
by Better Targeting Stores Likely
To Traffic and Increasing Penalties

FSP GAO-07-210 2-07 Hurricanes Katrina and Rita:
Federal Actions Could Enhance
Preparedness of Certain State-
Administered Federal Support
Programs

FSP GAO-07-465 3-07 Food Stamp Program: FNS Could
Improve Guidance and Monitoring
to Help Ensure Appropriate Use of
Noncash Categorical Eligibility

FSP GAO-07-573 5-07 Food Stamp Program: Use of
Alternative Methods to Apply for
And Maintain Benefits Could Be
Enhanced by Additional Evaluation
And Information on Promising
Practices

THE CENTER FOR NUTRITION POLICY AND PROMOTION

As the lead Federal agency in human nutrition, the USDA is charged with developing national nutrition
policy and designing and disseminating science-based nutrition promotion programs for all Americans. The
Center for Nutrition Policy and Promotion (CNPP) is USDA’s focal point for linking scientific research to
the nutrition needs of consumers.

Overview of Program Development

CNPP develops integrated nutrition research, education, and promotion programs and is a recognized authority for
providing science-based dietary guidance for the American public (including consumers and professionals in health,
education, industry, and the media). CNPP also helps devise better cost-effective strategies to target nutrition
programs to different customers by analyzing consumer dietary needs, socio-economic characteristics, behaviors, and

lifestyles. To meet its mission, CNPP performs the following functions:
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Advances and Promotes Food and Nutrition Guidance for All Americans

CNPP oversees improvements in and revisions to Departmental nutrition guidance, while ensuring the
consistency of all guidance with the Dietary Guidelines for Americans, the cornerstone of Federal nutrition
policy. The MyPyramid food guidance system illustrates current Departmental nutrition guidance.

Coordinates Nutrition Promotion and Education Policy Within USDA

CNPP is the focal point for advancing and coordinating nutrition promotion and education policy within
USDA. CNPP serves as Acting Chair of the USDA Dietary Guidance Working Group. This working
group reviews all of USDA’s and the Department of Health and Human Services’ (DHHS) nutrition
publications and materials to ensure consistency with the Dietary Guidelines. CNPP leads the USDA team
for the joint USDA/DHHS development, review, and clearance of the Dietary Guidelines policy document
and previously organized and coordinated an interagency working group on the State of Nutrition Education
to assess and maximize the effectiveness of Departmental nutrition education programs. CNPP also chairs
the Diet Appraisal Research Working Group, which provides an interagency forum for improved
assessment of diet quality and related factors.

Promotes Consumer-Oriented Nutrition Messages

CNPP continues to develop and update science-based dietary guidance for healthy Americans two years of
age and older. In addition, CNPP and the Department continue to work to promote food choices that foster
good health and help prevent disease. CNPP uses the most recent food consumption survey data available
to target its nutrition messages for the public. Translating nutrition guidance for consumers in a way that
educates and motivates change in dietary behavior will ultimately lead to improved health status. In
addition to its efforts to disseminate the print materials related to the Dietary Guidelines for Americans,
CNPP is working diligently to reach a larger number of Americans with relevant and motivating nutrition
promotion messages delivered through a wider array of communication channels.

Collaborates With Public/Private Groups to Promote Nutrition

Nutrition messages must be disseminated through existing information sources that influence consumers’
food choices and preparation. CNPP will continue to lead USDA’s efforts to integrate nutrition messages
into existing communication channels, including those within nutrition assistance programs, commodity and
agricultural groups, food industry, trade associations, and public health organizations. CNPP will continue
to collaborate with public, private, and nonprofit groups to expand access to USDA’s nutrition promotions.
Collaboration with the public and private sectors is used to encourage widespread participation in nutrition
education efforts based on the Dietary Guidelines for Americans.

Uses Policy-Focused Analyses to Advance Nutrition and Consumer Economic Knowledge

CNPP’s science-based research supports national policy, Departmental policy, and the promotion of
healthful eating in America. CNPP staff members conduct policy analyses of socio-economic, food
behavior, and food disappearance data. Some large-scale analyses are performed cooperatively with other
Federal agencies and outside experts. This work supports policymaking for domestic nutrition assistance,
setting a national agenda for nutrition security, and representing domestic nutrition policy to the
international community, as well as contributing to activities related to nutrition monitoring of foods and
nutrients available for consumption.

Measures of diet quality that gauge the nutritional well-being of our population are developed and used in
health and nutrition policymaking. CNPP updates the Healthy Eating Index (HEI) by obtaining stakeholder
input and publishing a report that outlines revisions to the HEI. The HEI is the summary measure of overall
diet quality that the Department uses to determine the degree to which the population’s eating habits are
consistent with the Dietary Guidelines for Americans.



27-6

Eating patterns and their behavioral determinants are analyzed to gauge the effect of policy on consumers’
food behavior and to help devise more efficient means of helping people improve their diet. Scientific
research is made available to policymakers and published for the research community and the public.
CNPP is reaching the public more effectively than ever before through a combination of print materials,
news releases, interactive tools, its website, and presentations at professional conferences.
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FOOD AND NUTRITION SERVICE

Available Funds and Staff Years
2007 Actual and Estimated 2008 and 2009

Item

Actual
2007

Estimated
2008

Estimated
2009

Amount

SYy : Amount

SYy Amount

SY

Food Stamp Program... ... 8

Child Nutrition Program:

Appropriation... ... ....eeeeviirien e

Permanent Appropriation... .................. :

Transfers from

SECON 32... cvteee et e e e e e S

Total - Child

Nutrition Program... ... ......coovevvie e 3

Special Supplemental

- Nutrition Program... ..o 2

Commodity Assistance Program................. :

Nutrition Programs Administration.............. :

$34,990,890,559 :

7,675,111,785 :
21,969,354 :

5,731,073,000 :

64 :  $38,534,261,000 :

130 : 7,744,095,000 :
24 : 45,767,000 :

6,253,548,000 :

98 :  $40,388,304,000 :

140 : 8,179,289,000 :
24 : 19,250,000 :

6,529,983,000 :

98

140
24

13,428,154,139 :
5,547,776,650 :

199,206,856 :

139,654,532 :

154 : 14,043,410,000 :
0: 6,205,280,000 :

233,757,000 :

1,099 : 141,581,000 :

164 : 14,728,522,000 :
0: 6,251,277,000 :

77,370,000 :

1,050 : 150,251,000 :

164

1,085

Total, Food and Nutrition

Service Funds......... oo veiiii i 8

54,305,682,736 :

1317 :  59,158,289,000 :

1312 : 61,595,724,000 :

1,347

Obligations under other
USDA Appropriations:

Congressional Relations........................0 8
Office of Operations... .........veeveeeerieennnnns
Foreign Agricultural Service..............c...... ¢
Office of the Inspector General..................
National Appeals Division....................o...
Farm Service Agency..........coeeeevvivniinnnnns &

Rural Development... ..........ccovvvveiieiiinianan &

Total, Agriculture

APPropriations... ... ... vovveeverveevesciniee i

Other Federal Funds:

Health and Human Services..........c.....cc..ee. &
J11U= o o) OO PPN

Total, Other Federal Funds...................co.0 2

Total, Food and

Nutrition SErviCe... ... vveve s vunvenvenvenare.

266,000
68,356
47,220
180,761
17,915
37,130
182,166
26,260

o o o o

o o o o o o o©

825,808 :

11,840 :
2,217
11,317 :

0.
:
0
0

25,374

of © ©o o©

54,306,533,918 :

1,317 59,158,289,000 : 1,312 :

61,595,724,000 :

1,347

Note: For additional explanation of specific program figures, please see the supporting project statements.
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FOOD AND NUTRITION SERVICE

Permanent Positions by Grade and Staff Year Summary
2007 Actual and Estimated 2008 and 2009

2007 2008 2009

Grade Wash DC  Field Wash DC  Field Wash DC  Field
Senior Executive
Service 9 7 16 8 7 15 8 7 15
GS-15 26 6 32 23 6 29 23 6 29
GS-14 64 40 104 63 40 103 64 40 104
GS-13 195 85 280 186 87 273 195 84 279
GS-12 98 241 339 100 241 341 102 246 348
GS-11 36 375 411 31 373 404 37 371 408
GS-9 15 35 50 16 36 52 19 37 56
GS-8 7 7 14 10 10 20 8 7 15
GS-7 25 25 50 19 25 44 26 30 56
GS-6 15 15 30 9 2 11 10 3 13
GS-5 3 10 13 2 9 11 3 10 13
GS-4 3 15 18 2 4 6 4 4 8
Other Graded 1 1 2 1 1 2
Positions..........coeenenn
Ungraded Positions 1 1 1 1
Total Permanent
POSItions.......ccoevuvenenee. 496 861 1,357 471 841 1,312 501 846 1,347
Unfilled Positions
End-of Year................ 16 24 40
Total, Permanent
Full-Time Employment
End-of Year................ 449 821 1,270 453 851 1,304 480 842 1,322
Staff Year Estimate 480 837 1,317 471 841 1,312 501 846 1,347
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FOOD AND NUTRITION SERVICE

SIZE, COMPOSITION AND COST OF MOTOR VEHICLE FLEET

The FNS fleet consists largely of sedans. Retailer Investigations Branch officials employ the majority of these vehicles
in field audits as part of the Food Stamp Program. Additionally, and to a much lesser extent, vehicles are assigned to
FNS regional offices and used for business travel among their field offices and remote worksites. Lastly, FNS uses three
15-passenger vans at Headquarters in Alexandria, Virginia, for all-day shuttle service to the agencies in the proximity of
the Department in downtown Washington, D.C.

Size, composition and cost of agency motor vehicle fleet as of September 30, 2007 are as follows:

Size, Composition, and Annual Cost
(in thousands of dollars)

Number of Vehicles by Type *

Total Annual
Fiscal Sedans and Light Trucks, Medium |Ambulances| Buses Heavy Number | Operating
Year Station SUVs and Duty Duty of Cost
Wagons Vans Vehicles Vehicles | Vehicles |($ in thous)
4X2 4X4
FY 2006 51 10 0 4 0 0 65 $272
Change
from
2006** 6 -1 0 0 0 0 5
FY 2007 57 9 0 4 0 0 70 $274
Change
from
2007** 0 0 0 0 0 0 0
FY 2008 57 9 0 4 0 0 70 $280
Change
from
2008** 0 0 0 0
FY 2009 57 0 4 0 0 70 $286
NOTES:

* These numbers include vehicles that are owned by the agency, leased from commercial sources, and leased from GSA.
** There are no significant changes. All significant year-to-year changes would be discussed in a narrative provided separately.
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FOOD AND NUTRITION SERVICE

The estimates include appropriation language for this item as follows (new language underscored; deleted matter
enclosed in brackets):

Food Stamp Program:

For necessary expenses to carry out the Food Stamp Act (7 U.S.C. 2011 et seq.), [$39,782,723,000,]
$43.348.804.,000 of which $3,000,000,000 to remain available through September 30, [2009]2010, shall be
placed in reserve for use only in such amounts and at such times as may become necessary to
carry out program operations: Provided, That funds provided herein shall be expended in accordance with
section 16 of the Food Stamp Act: Provided further, That this appropriation shall be subject to any work
registration or workfare requirements as may be required by law: Provided further, That funds made
available for Employment and Training under this heading shall remain available until expended, as

1 authorized by section 16(h)(1) of the Food Stamp Act:[ Provided further, That notwithstanding section 5(d)
of the Food Stamp Act of 1977, any additional payment received under chapter 5 of title 37, United States
Code, by a member of the United States Armed Forces deployed to a designated combat zone shall be
excluded from household income for the duration of the member's deployment if the additional pay is the
result of deployment to or while serving in a combat zone, and it was not received immediately prior to

2 serving in the combat zone: Provided further, That funds made available under this heading may be used to
enter into contracts and employ staff to conduct studies, evaluations, or to conduct activities related to food
stamp program integrity provided that such activities are authorized by the Food Stamp Act.] Provided

3 further, That immediately upon termination of the Commodity Supplemental Food Program (CSFP),
notwithstanding section 5 of the Food Stamp Act, CSFP participants who are 60 years of age or older and
not already receiving food stamp benefits, shall be eligible to receive food stamp benefits equaling $20 per
month either for six months or until they are determined eligible under section 5 of the Act and begin to
participate in the Food Stamp Program, whichever occurs first.

4 For making after May 31 of the current fiscal year, benefit payments to individuals and payments to States
or other non-Federal entities for the necessary current year expenses of carrying out the Food Stamp Act
above the anticipated level, such sums as may be necessary.

The First Change deletes language related to special military pay for servicemen deployed to a designated combat
zone. This proposal is included as part of the President’s Farm Bill Proposals. Please refer to page FSP-21
through FSP-23 for more information.

The Second Change deletes language related to studies, evaluations and program integrity.
The Third Change includes language that provides funding as a monthly transitional benefit to CSFP participants
upon the elimination of CSFP funding. This benefit will continue for six months or until the former CSFP

participant is determined eligible and begins to participate in the Food Stamp Program, whichever occurs first.

The Fourth Change provides indefinite funding authority for carrying out the Food Stamp Act above the
anticipated level of program benefits and other non-Federal expenses.
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FOOD AND NUTRITION SERVICE

LEAD-OFF TABULAR STATEMENT
AND SUMMARY OF INCREASES AND DECREASES

FOOD STAMP PROGRAM
Appropriations Act, 2008 ...........cc.ciiiiiiiiii ettt $39,782,723,000
Budget EStimate, 2000 ........cccvevirriinierirneeiiriniecesenteestse sttt sttt ae e ettt s e e s b naes e s aaesannane 43.348.804,000

INCTEase i APPIOPTIATIONL.....ccuiuiiireieieicuteeeret ettt sttt sttt eae bbb bbbt b et st st e ebe e st eaenennans

Adjustments in 2008:

Appropriations Act, 2008 ...........cccoeevrriennrieeeeeeee e
Rescission under P.L. 110-161 a/

Adjusted base for 2008..........cooviiiiiiiiii e e s

Budget Estimate, Current Law, 2009
Increase from adjusted 2008

..............................................................

$39,782,723,000
-169.000

a/ The amount is rescinded pursuant to Division A, Title VII, of Section 752 of Division A of P.L.. 110-161.

Summary of Increases and Decreases — Current Law

(On basis of adjusted appropriation)

2008 Pay Program 2009
Item of Change Estimated Costs Changes Estimated

Benefit Costs $31,869,570,000 0 $3,382,948,000 $35,252,518,000
Contingency Reserve 3,000,000,000 0 0| 3,000,000,000
Administrative Costs:
State Administrative Costs 2,620,000,000 0 103,000,000 2,723,000,000)
Employment and Training 353,594,000 0f 9,013,000 362,607,000
Other Program Costs 67,024,000 $293,000 11,634,000 78,951,000
Total Administrative Costs 3,040,618,000 293,000 123,647,000 3,164,558,000
Nutrition Assistance for Puerto Rico 1,622,521,000 0] 55,165,000 1,677,686,000)
Food Distribution Program on Indian

Reservations 88,477,000 0| 3,640,000 92,117,000
TEFAP Commodities 140,000,000 0] 0 140,000,000
American Samoa 6,516,000 0 222,000 6,738,000
Commonwealth of the Northern Mariana Islands 9,852,000 0 335,000 10,187,000
Program Access 5,000,000 0 0| 5,000,000
Total Adjusted Appropriation 39,782,554,000 293,000 3,565,957,000 43,348,804,000]

Rescission 169,000 0 -169,000 0|
Total Appropriation 39,782,723,000] 293,000 3,565,788,000 43,348,304,000

+3,566,081,000

39,782,554,000
43,348.,804,000
+3,566,250,000
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PROJECT STATEMENT
(On basis of adjusted appropriation)

2007 2008 Increase or 2009
Project Actual SY Estimated SY Decrease Estimated SY
Benefits: $30,444,219,000 $31,869,570,000 $3,310,948,000 (1a)] $35,180,518,000]
Disregard Special Military Pay for Deployed 1,000,000 0 0 0
CSFP Transitional Benefits 0] 0 20,000,000 (1b) 20,000,000
Food Stamp Benefits Due to CSFP Elimination 0 0 52,000,000 (1b) 52,000,000
Administrative Costs 2,551,000,000] 2,620,000,000 103,000,000 () 2,723,000,000
Employment and Training:
Federal Funds 100% 110,000,000 110,000,000} 0 110,000,000
Federal Funds 50% 148,429,000 188,528,000 6,976,000 195,504,000]
Participant Costs 50% 52,887,000 55,066,000 2,037,000 57,103,000]
Subtotal, Employment and Training 311,316,000 353,594,000] 9,013,000  (3)| 362,607,000
Other Program Costs:
Mandatory:
Benefit & Retailer Redemption and Monitoring 16,687,000 16,954,000 288,000 (4a 17,242,000
Certification of SSI Recipients for Food Stamps 10,250,000 10,414,000 177,000 (4b) 10,591,000
Subtotal, Mandatory 26,937,000 27,368,000 465,000 27,833,000
Discretionary: 1/
Payment Accuracy and Cooperative Services 3,637,000 6,655,000 151,000 6,806,000
Retailer Integrity and Trafficking 6,673,000 6,744,000 90,000 6,834,000
Computer Support 6,975,000] 6,944,000 30,000 6,974,000
Electronic Benefit Transfer Systems 5,449,000 5,381,000 117,000 5,498,000
Nutrition Education and Program Information 9,955,000 11,932,000 2,074,000 14,006,000
Program Evaluation and Modemization 0] 2,000,000 9,000,000 (4c) 11,000,000
Subtotal, Discretionary 32,689,000 39,656,000] 11,462,000 (4d) 51,118,000
Total, Other Program Costs 59,626,000] 64] 67,024,000] 98 11,927,000 (4) 78,951,000] 98]
Total, Administrative Costs 2,921,942,000] 64 3,040,618,000] 98 123,940,000 3,164,558,000f 98
Contingency Reserve 3,000,000,000, 3,000,000,000) 0 3,000,000,000
Subtotal, Food Stamp Program 36,367,161,000f 64 37,910,188,000f 98 3,506,888,000 41,417,076,000[ 98
Nutrition Assistance for Puerto Rico 1,551,167,000] 1,622,521,000f 55,165,000 (5) 1,677,686,000
Food Distribution Program on Indian Reservations:
Commodities in lieu of Food Stamps 50,538,000] 53,771,000 2,044,000 55,815,000
Distributing Agencies Expenses and Nut. Ed. 27,019,000 34,706,000f 1,596,000 36,302,000
Subtotal, FDPIR 77,557,000 88,477,000f 3,640,000  (6) 92,117,000
TEFAP Commodities 140,000,000] 140,000,000 0 140,000,000
American Samoa 6,230,000 6,516,000) 222,000 (7)) 6,738,000
Commonwealth of the Northern Mariana Islands 9,419,000 9,852,000] 335,000 (8) 10,187,000}
Community Food Project 5,000,000 0f 0 0l
Program Access 5,000,000 5,000,000] 0 5,000,000
Total Adjusted Appropriation 38,161,534,000] 64] 39,782,554,0000 98 3,566,250,000 43,348,804,000] 98|
Rescission 2/ 0| 169,000} -169,000 0
Total Appropriation 38,161,534,000] 64| 39,782,723,000] 98 3,566,081,000 43,348,804,000] 98
Proposed Legislation 0) 60,000,000f 6,000,000 66,000,00
Total Available or Estimated 38,161,534,000] 64 39,842,723,000] 98 3,572,081,000 43,414,804,000] 98

1/ Total pay cost distribution among line items is $49,000 in FY 2007, $136,000 in FY 2008 and $293,000 in FY 2009.

2/ Appropriated funds are adjusted to reflect a rescission of $168,959 in FY 2008 pursuant to Division A, Title VII, Section 752

of P.L. 110-161.
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PROJECT STATEMENT
(On basis of available funds)
2007 2008 Increase or 2009
Project Actual SY Estimated SY Decrease Estimated SY
Benefits: $30,318,569,235 $33,616,777,000] $1,598,741,000 $35,215,518,000f
Disregard Special Military Pay for Deployed 1,000,000f of 0 0f
CSFP Transitional Benefits 0 0 20,000,000 20,000,000
Food Stamp Benefits Due to CSFP Elimination 0f 0f 52,000,000 52,000,000
Administrative Costs 2,508,553,167| 2,620,000,000] 103,000,000 2,723,000,000
Employment and Training:
Federal Funds 100% 110,247,065 114,500,000] 0 114,500,000]
Federal Funds 50% 148,429,000} 188,528,000 6,976,000 195,504,000
Participant Costs 50% 52,846,435 55,066,000 2,037,000 57,103,000
Subtotal, Employment and Training 311,522,500 358,094,000 9,013,000 367,107,000
Other Program Costs:
Mandatory
Benefit & Retailer Redemption and Monitoring 16,687,000 16,954,000 288,000 17,242,000
Certification of SSI Recipients for Food Stamps 9,358,974 10,414,000 177,000 10,591,000
Subtotal, Mandatory 26,045,974 27,368,000 465,000 27,833,000
Discretionary: 1/
Error Reduction and Cooperative Services 3,626,003 6,655,000 151,000 6,806,000
Retailer Integrity and Trafficking 6,672,783 6,744,000 90,000 6,834,000]
Computer Support 6,975,000 6,944,000 30,000 6,974,000
Electronic Benefit Transfer Systems 5,434,525 5,381,000 117,000 5,498,000
Nutrition Education and Program Information 9,955,000 11,932,000 2,074,000 14,006,000
Program Evaluation and Modernization 0 2,000,000} 9,000,000 11,000,000
Subtotal, Discretionary 32,663,311 39,656,000] 11,462,000 51,118,00
Total, Other Program Costs 58,709,285 64 67,024,000f 98 11,927,000 78,951,000 98
Total, Administrative Costs 2,878,784,952] 64 3,045,118,000] 9§| 123,940,000 3,169,058,000 98
Subtotal Food Stamp Program 33,198,354,187] 64 36,661,895,000] 98 1,794,681,000 38,456,576,000] 98
Nutrition Assistance for Puerto Rico 1,551,167,000] | W 55,165,000 1,677,686,000
Food Distribution Program on Indian Reservations:
Commodities in Lieu of Food Stamps 50,537,116 53,771,000 2,044,000 55,815,000
Distributing Agencies Expenses and Nut. Ed. 27,016,782 34,706,000 1,596,000 36,302,000
Subtotal, FDPIR 77,553,898| 88,477,000 3,640,000 92,117,000
TEFAP Commodities 2/ 139,999,671 140,000,000} 0 140,000,000
American Samoa 4,650,000 6,516,000 222,000 6,738,000
Commonwealth of the Northern Mariana Islands 9,419,000 9,852,000 335,000 10,187,000
Community Food Project 4,746,843 0| 0 0
Program Access 5,000,000 5,000,000 0 5,000,000
Total Obligations 34,990,890,599] 64 38,534,261,000] 98| 1,854,043,000 40,388,304,000] 98
Recoveries -13,937,709] 0] 0 0
Unobligated Balance Start of Year -3,033,049,110| -3,035,581,000 15,000,000 -3,020,581,000
Unobligated Balance End of Year 3,035,580,965 3,020,581,000] -4,500,000 3,016,081,000]
Balance Lapsing 3,190,509,426 1,287,793,000 1,712,207,000 3,000,000,000]
Rescission Employment & Training Funds 3/ 11,200,000 10,500,000 -10,500,000 0
Collections from Reimbursable Obligations -19,660,171 -35,000,000] 0 -35,000,000)
Total Adjusted Appropriation 38,161,534,000] 64 39,782,554,000] 98] 3,566,250,000 43,348,804,000] 49§‘
Rescission 4/ 0 169,000 -169,000 0
Total Appropriation 38,161,534,000 64 39,782,723,00 98 3,566,081,000 43,348,804,000] 98
Proposed Legislation 0 60,000,000 _| 6,000,000 66,000,000 4
Total Available or Estimate 38,161,534,000] 6 39,842,723,000] 98 3,572,081,000 43,414,804,000] 98

1/ Total pay cost distribution among line items is $49,000 in FY 2007, $136,000 in FY 2008 and $293,000 in FY 2009.

2/ The Food Stamp appropriation request provides $140,000,000 for The Emergency Food Assistance Program (TEFAP) for the

procurement of commodities. Up to $10 million of that amount is permitted to be used for TEFAP administrative costs.

3/ Appropriated Employment & Training funds are adjusted in FY 2007 to reflect a rescission of $11,200,000 in available funds
pursuant to Division B, Title I, Chapter 8 of P.L. 109-148 and in FY 2008 a rescission of $10,500,000 pursuant to Division A, Title VII,

Section 749 of P.L. 110-161.

4/ Appropriated funds are adjusted to reflect a rescission of $168,959 in FY 2008 pursuant to Division A, Title VII, Section 752

of P.L. 110-161.
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Justification of Increases and Decreases

The FY 2009 request for the Food Stamp Program (FSP) reflects an increase of $3,566,250,000.

(1a) An increase of $3,310,948,000 for Benefit Costs ($31,869,570,000 available in FY 2008).

Explanation of Change. In FY 2009, participation overall is estimated to increase to an average level of

27.983 million participants due to changing economic conditions. The additional funding needed for benefits
in the program is also driven by an increase in the maximum allotment and the average benefit per person per
month, which are estimated to be $560 and $104.88, respectively.

A comparison of key program performance and cost indicators for FY 2007 through 2009 is presented below:

Program Performance Cost Indicators
2007 2008 2009
Program Performance Indicators Estimate | Estimate | Estimate
Average participation (000) 26,466 27,796 27,983
Average unemployment rate (percent) 4.5 4.9 4.9
Thrifty Food Plan (TFP) $518.10 | $542.10 | $560.80
Maximum Allotment (4 person hh) $518.00 | $542.00 [ $560.00
Average benefit per person per month $95.64 | $100.79 [ $104.88

Because FSP statute and regulations require complex individual and household calculations to determine
eligibility and benefit levels, erroneous or false information can result in the overpayment or under payment of
benefits. Some households may intentionally or inadvertently misreport their circumstances that affect
eligibility and benefits (e.g., income, resources, household composition); other households may fail to report
changes in their circumstances. Eligibility workers may fail to act promptly on reported changes, may fail to
correctly apply Federal policies, and may make arithmetic errors. FNS works with States to keep all of these
errors to a minimum. FNS activities include sponsoring National, regional, and State conferences; providing
direct technical assistance to individual States; and facilitating the exchange of effective payment accuracy

strategies among States.

The actual total baseline error rate for FY 2006 rose slightly to 5.99 percent from 5.84 percent in FY 2005.
Previous to FY 2006, the rate fell each year since FY 1998, when the rate was 10.69 percent. A comparison
of reported overpayment/underpayment error rates for FY 2006 and estimated erroneous benefits for FY 2007

through FY 2009 follows:
2006 2007 2008 2009
Actual Estimate Target Target
Amount of Overpayments ($ millions) $1,453 $1,389 $1,513 $1,559
Overpayment Error Rate (percent) 4.82 4.58 4.50 4.42
Amount of Underpayments ($ millions) $353 $370 $403 $416
Underpayment Error Rate (percent) 1.17 1.22 1.20 1.18
Total Benefits Over/Under Issued in Error ($ millions) $1,806 $1,759 $1,916 $1,975
Total Error Rate (percent) 5.99 5.80 5.70 5.60
Amount of Combined Errors Offset ($ millions) $1,100 $1,019 $1,110 $1,143
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(1b) An increase of $72,000,000 for CSEP transition and regular FSP benefits.

2

©)

4)

Explanation of Change. The FY 2009 budget proposes to provide temporary benefits to assist individuals 60
years of age and older who transition from the Commodity Supplemental Food Program (CSFP) to the FSP.
This transition will be completed prior to FY 2010. Upon the elimination of funding for CSFP, former
participants will qualify for transitional benefits of $20 per month up to six months or until the former CSFP
participant is determined eligible and begins to participate in the FSP, whichever occurs first. The estimated
cost of the transitional benefits is $20,000,000 in FY 2009, and no cost in FY 2010. In addition, in FY 2009
an increase of $52,000,000 in program costs is the result of former CSFP participants applying for benefits
under regular program rules. This amount would increase to $63,000,000 in FY 2010.

An increase of $103.000.,000 for State Administrative Expenses (SAE) ($2,620,000,000 available in
FY 2008).

Explanation of Change. The FY 2009 estimate of $2,723,000,000 for SAE is based on the State obligations
of $2.5 billion in FY 2007. The offset for Food Stamp obligations, which are funded from Temporary
Assistance for Needy Families (TANF) and mandated in the Agriculture Research Act, is added and new
performance bonus payments are deducted. The resulting base of $2.658 billion is inflated by the State and
local purchase deflator through FY 2009, the TANF offset is deducted and the estimated new performance
bonus payments are added to estimate the SAE in FY 2009. A chart showing the planned program level for
SAE follows:

State Admin. Expense (million) FY 2007 FY 2008 FY 2009
State & Local Expenditure Index 3.7% 4.2% 3.7%
Estimated Federal Obligations $2,658 $2,769 $2,872

Agriculture Research Reduction -197 -197 -197
Performance Bonus 48 48 48
Total SAE Estimate $2,509 $2,620 $2,723

An increase of $9.013.000 for Employment and Training ($353,594,000 available in FY 2008).

Explanation of Change. The estimated increase is based on the following items: In FY 2009 the

50 percent State administrative costs increased to $195,504,000, due to inflation ($188.528.000 available in
FY 2008). The 50 percent participants’ dependent care and transportation costs increased to $57,103,000 in
FY 2009 due to inflation ($55.066.000 available in FY 2008). The total estimated need for these two

activities is $252,607,000 ($243.594,000 available in FY 2008).

An increase of $11,927,000 for other program costs as shown below ($67.024,000 available in FY 2008.)

Other Program Costs
Mandatory Discretionary Total Request
FY 2008 Estimate $27,368,000 $39,656,000 $67,024,000
Change 465,000 11,462,000 11,927,000
Total Request, FY 2009 27,833,000 51,118,000 78,951,000

The overall increase consists of the following:

Mandatory:
(a) Benefit & Retailer Redemption and Monitoring:

Explanation of Change. An inflationary adjustment resulted in an increase of $288,000 for benefit &
retailer redemption and monitoring ($16,954,000 available in FY 2008).
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(b) Certification of Supplemental Security Income (SSI) Recipients for Food Stamps:

Explanation of Change. An increase of $177,000 for inflation in certifying SSI recipients for food
stamps and the cost for utilizing Social Security Administration (SSA) data to ensure accurate FSP
benefit determination ($10,414,000 available in FY 2008).

Discretionary:
(¢) Anincrease of $9,000,000 for Program Evaluation and Modernization.

Explanation of Change. An increase of $9,000,000 for current law proposals is requested in the
Food Stamp Program to aid in Program Evaluation and Moderization (2,000,000 available in
FY 2008).

¢  Request of $2.5 million to test and assess alternative strategies to increase participation
among elderly and working poor. For more information, please refer to the issue paper on
page FSP-18.

e Request of $4.5 million for demonstration and rigorous evaluation of alternative strategies
to modernize the application and re-determination process. For more information, please
refer to the issue paper on page FSP-19.

e Request of $2 million for demonstration and rigorous evaluation of promising food stamp
nutrition education (FSNE) practices. For more information, please refer to the issue paper
on page FSP-20.

(d) An increase of $2,462,000 for Discretionary Other Program Costs excluding Program Evaluation and

Modernization as discussed above ($37.656,000 available in FY 2008).

Explanation of Change. The increase consists of the following:

e Anincrease of $462,000 to support the estimated spending levels for these activities including
$293,000 for salaries and benefit pay cost.

e An increase of $2,000,000 to assist former CSFP States to engage in outreach to encourage
enrollment of former CSFP participants in the FSP.

(5) An increase of $55.165,000 for Nutrition Assistance for Puerto Rico ($1,622,521,000 available in FY 2008).

Explanation of Change. The Farm Security and Rural Investment Act of 2002 (P.L. 107-171), provides for an
inflationary increase for Nutrition Assistance for Puerto Rico based on the percent change in the TFP.

(6) An increase of $3,640.,000 for Food Distribution Program for Indian Reservations (FDPIR) ($88,477.000 available
in FY 2008).

Explanation of Change. The increase consists of the following:

e  An overall increase of $2,044,000 in funding is needed for commodity procurement resulting from
higher food costs ($53,771,000 available for commodity procurement in FY 2008); and

e Anincrease of $1,596,000 for inflation (the FY 2008 base adjusted for inflation by the State and local
purchase indicator) in administrative expenses for ITOs ($34,706,000 available for Distributing
Agency Expenses in FY 2008).
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FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS

2007 2008 2009
Program Performance Data Actual Estimate Difference Estimate
Resources ($000):
Appropriation $77,557 $88,477 $3,640 $92,117
Beginning Inventory (Federal and Local) 19,592 18,300 1,632 19,932
Total Resources 97,149 106,777 5,272 112,049
Program Demand:
Average Monthly Participation 86,637 87,937 700 88,637
Average Monthly Food Packages:
FNS Purchased $44.40 $49.02 $2.11 $51.13
Free Substitute 2.54 1.35 0.03 1.38
Total Monthly Food Package 46.94 50.37 2.14 52.51
Demand: ($000)
FDPIR Food Costs 1/ 46,160 51,728 2,656 54,384
Commodity Purchases Admin. 406 411 8 419
Demand, Commodities 46,566 52,139 2,664 54,803
State Administration 27,019 34,706 1,596 36,302
Total Demand 73,585 86,845 4,260 91,105
Use of Resources:
Program Demand 73,585 86,845 4,260 91,105
Inventory Change -1,292 1,632 -620 1,012
Lapsed Funds 5,264 0 0 0
Total Funds Available 77,557 88,477 3,640 92,117
Balance End of Year:
Ending Inventory 18,300 19,932 1,012 20,944
Purchases 45,274 53,771 2,044 55,815

1/ Inventory costs include additional storage and transportation costs for food moving from Federal inventories.

(7) An increase of $222,000 for American Samoa ($6,516,000 available in FY 2008).

Explanation of Change. The Farm Security and Rural Investment Act of 2002 (P.L. 107-171), provides for an
inflationary increase to fund the food stamp grant program in American Samoa based on the percent change in the
TFP.

(8) An increase of $335,000 for Commonwealth of the Northern Mariana Islands (CNMI) ($9,852.000 available in
FY 2008).

Explanation of Change. Inflation based on the percent change in the TFP is provided for the CNMI Nutrition
Assistance Program in order to maintain current program food assistance levels.
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FNCS PRESIDENT’S BUDGET FISCAL YEAR 2009
CURRENT LAW

Food Stamp Program

Use $2.5 million from the FSP account to test and assess alternative strategies to increase
participation among two populations that are historically underserved: the low-income elderly
and working poor.

During the last ten years, USDA’s commitment to reaching eligible non-participants has resulted
in many initiatives, ranging from media campaigns to grant awards for community-based
organizations that serve this population. Although the overall food stamp participation rate
continues to grow, both the elderly and working poor participate at rates that are consistently and
measurably below the national average.

We know that it is possible to increase participation substantially given the results of the Elderly
Nutrition Demonstration Evaluation. However, only three program variations were tested. They
were all small scale, and some were costly to implement. It would be a natural outgrowth of the
Department’s outreach commitment to test more feasible program models on a larger scale.
Moreover, investing in strategies for increasing participation rates among the elderly and
working poor increases the likelihood of meeting the overall FSP participation rate targets
identified in the Department’s Strategic Plan.

Funds would be used to competitively solicit demonstration projects designed to appeal to the
elderly or working poor and to be implemented in multiple sites. An independent evaluation of
program costs, participation effects, and customer satisfaction would also be carried out.

USDA Strategic Goal 5: Improve the Nation’s Nutrition and Health; Objective 5.1: Ensure
Access to Nutritious Food.

FY 2009
Budget Authority $2.5
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FNCS PRESIDENT’S BUDGET FISCAL YEAR 2009
CURRENT LAW

Food Stamp Program

Provide $4.5 million in the FSP account for the demonstration and rigorous evaluation of
alternative strategies to modernize the application and re-determination processes.

Food stamp modernization encompasses a variety of organizational, technology, policy and
partnership components that States package and implement in many different ways. These
efforts include making greater use of on-line applications and automated data sharing;
simplifying interview and reporting procedures; and expanding the use of private sector and
community and faith-based organizations in the application process. These changes have the
potential to reduce administrative costs, improve access, and improve payment accuracy. In
addition, food stamp modernization is consistent with the President’s Management Initiative to
expand e-Government.

This proposal would inform Federal, State and local policymakers and program managers in
updating services to meet participants’ needs most effectively. FNS studies underway will track
changes in program administrative costs, error rates, and participation for a set of States who are
early implementers. However, well-controlled experiments are necessary to attribute observed
changes to modernization rather than economic or other external factors, such as natural
disasters. Such research is also pre-requisite to untangling the relative impacts of different
modemization components — for example, the comparative effectiveness of automated response
units versus call center staff.

The GAO recently reported on food stamp modernization initiatives, concluding that little
information is available to identify best practices among the variety of strategies that States are
pursuing. Although GAO acknowledges the significant costs and other challenges in obtaining
such information, they recommend that this research be conducted.

The FY 2008 budget includes a $2 million request to support a demonstration and evaluation
partnership with a select set of States and local communities. This proposed project would
expand this partnership to fund an evaluation that systematically assesses impacts of multiple
modernization dimensions in different combinations.

USDA Strategic Goal 5: Improve the Nation’s Nutrition and Health; Objective 5.1: Ensure
Access to Nutritious Food.

FY 2009

Budget Authority $4.5
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FNCS PRESIDENT’S BUDGET FISCAL YEAR 2009
CURRENT LAW

Food Stamp Program

Use $2 million in the FSP account to test and rigorously evaluate promising food stamp nutrition
education (FSNE) practices.

For a number of years, the FNS has been engaged in a process of improving FSNE to better
focus on achieving outcomes for its core constituencies and promote consistency and excellence
across the Nation. In 2005, after extensive public comment, FNS released the FSNE Guiding
Principles, which articulated the agency’s vision and future direction for FSNE. The Principles
identify “support for sound and systematic evaluation” as a key FNS responsibility in
administering these nutrition education efforts.

While the agency has made substantial progress in clarifying FSNE policy, systematically
documenting program activities and developing evaluation standards, the body of evidence on
positive FSNE impacts remains limited. A recent Office of Management and Budget review of
FSNE identified the lack of evaluation data on overall program impacts, and inadequate
evidence of the effectiveness of specific FSNE interventions, as significant program problems.

If funded, this proposal would address three important goals — allow FNS to demonstrate
FSNE’s positive impact on food choices and diet quality, strengthen FSNE effectiveness by
identifying best practices, and provide a set of research models for States to use in their own
FSNE evaluations. Funds would be targeted to select competitively a number of nutrition
education projects and to assess their impacts through research that supports cause and effect
conclusions.

USDA Strategic Goal 5: Improve the Nation’s Nutrition and Health; Objective 5.2: Promote
Healthier Eating Habits and Lifestyle.

FY 2009

Budget Authority $2
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FOOD STAMP PROGRAM

Summary of Farm Bill Legislative Proposals

Proposed Legislation
Budget Authority (in millions)

Proposed Legislation FY 2008 FY 2009| FY 2010| FY 2011 | FY2012| FY 2013{ Total
Working Poor and Elderly:

Exclude retirement savings from the asset test $23 $96 $145 $145 $147 $150 $706

Reimburse work related expenses (pilot test) 3 0 0 0 0 0 3

Eliminate cap on dependent care deduction 25 53 52 53 54 56 293

Exclude IRS-approved college savings plans 0 1 2 2 2 2 9

Exclude military combat pay 1/ 0 1 1 1 1 1 5
Streamlining and Modernizing:

Rename the Food Stamp Program 0 0 0 0 0 0 0

De-obligate food stamp coupons 0 0 -1 -1 -1 -1 -4

Protect recipients from reimbursing States for systematic errors -1 -1 -1 -1 -1 -1 -6
Improving Program Integrity:

Limit categorical eligibility for recipients of non cash TANF services -18 -112 -125 -125 -127 -129 -636

Allow flexibility in assessment of retailer fines -1 -1 -1 -1 -1 -1 -6

Allow seizure and transfer of funds in trafficking cases 0 0 0 0 0 0 0

Prohibit the exchange of food for cash 0 0 0 0 0 0 0

Charge States 5% of administrative costs for high negative error rates 0 0 -33 -34 -36 -37 -140

Eliminate re-investment for States sanctioned in 3 consecutive years 0 0 0 0 0 0 0
Improving Health Through Nutrition Education:

Recognize education as an FSP component 0 0 0 0 0 0 0

Obesity initiative 20 20 20 20 20 0 100
FDPIR:

Revise funding allocation formula 0 0 0 0 0 0 0

Increase FDPIR administrative funding 4 4 4 4 3 3 22

Expand disqualification list 0 0 0 0 0 0 0
Community Food Project:

Restore funding for the Community Food Project 5 5 5 5 5 5 30

Total, Legislative Proposals 60 66 68 68 66 48 376

1/ Funding included in appropriation language for FY 2008.

Explanation of Proposed Legislation:

Working Poor and Elderly:

e Exclude retirement savings from the asset test — Exclude retirement accounts from resources when
determining eligibility for the program. This proposal would allow workers who experience hard times to
receive food stamps without having to draw down retirement savings prematurely and face monetary

penalties.

¢ Reimburse work related expenses (pilot test) — Authorize the Secretary to conduct a pilot test to allow
a limited number of States the flexibility to reimburse (with matching 50 percent Federal funds) work-
related expenses for any households with earned income.

o Eliminate the cap on dependent care deduction — Eliminate the current dependent care deduction
limits of $200 per month for children under 2 years and $175 per month for other dependents when
determining food stamp eligibility and benefit levels. This proposal simplifies program rules and
supports work by allowing households to claim more of the actual dependent care expenses they incur

while working or participating in work services.

e Exclude IRS-approved college savings plans — Exclude from resources the value of certain college
savings plans that the IRS recognizes for tax purposes, including 529 plans operated by most States. This
proposal will help families save for the children’s future even if they have a temporary need for food

stamps.
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Exclude military combat pay — Exclude from countable income, the additional pay military personnel
receive while they are serving in an active combat zone. Excluding this special pay preserves eligibility
and benefit levels for a military member’s family while he or she is deployed to a combat zone.

Streamlining and Modernizing:

Rename the Food Stamp Program — Change the name of the Food Stamp Program to the Food and
Nutrition Program to reflect the advances in technology that have made the stamps obsolete and better
reflect the nutritional aspects of the program.

De-obligate food stamp coupons — De-obligate food stamp coupons as legal tender to reflect the current
technological realities of the program.

Protect recipients from reimbursing States for systematic errors — Prohibit States from establishing
and collecting claims from recipients for State agency caused over-issuances resulting from widespread
systemic errors while holding States responsible for the over-issuances.

Improving Program Integrity:

Limit categorical eligibility for recipients of non-cash TANF services — Limit categorical eligibility to
those participants who receive cash assistance from a program funded under TANF or SSI. This proposal
ensures that those individuals eligible for the program receive benefits while eliminating categorical
eligibility for those who would otherwise not be eligible to receive benefits.

Allow flexibility in assessment of retailer fines — Allow the Secretary to assess alternative penalties for
certain retailer violations. This proposal provides the Secretary flexibility in assigning fines or
disqualifications and allows certain conditions and circumstances to be taken into consideration when
determining the penalty.

Allow seizure and transfer of funds in trafficking cases — Allow the Secretary, in certain egregious
trafficking cases, to seize and transfer the offending retailer’s funds to the Treasury immediately. This
proposal would reduce the ability of trafficking retailers to continue their fraudulent activities.

Prohibit the exchange of food for cash — Make the exchange of food purchased with food stamp
benefits for cash an intentional program violation. This proposal would help ensure that benefits are used
for their intended purpose.

Charge States 5 percent of administrative costs for high negative error rates — Authorize USDA to
charge State agencies five percent of administrative costs if the State is more than fifty percent above the
national negative error rate for two consecutive years. This proposal emphasizes improved customer
service and State agency accountability to those households that are denied benefits or are terminated or
suspended from the Program.

Eliminate re-investment for States sanctioned in 3 consecutive years — Remove the new investment
option for States sanctioned for improper payments for three consecutive years. This proposal
emphasizes the importance of State accountability and expected results associated with improper

payments.

Improving Health Through Nutrition Education:

Recognize education as an FSP component — Strengthen efforts to integrate nutrition education into the
program by recognizing that nutrition education is a component of the program.

Obesity initiative — Invest $100 million to establish a five-year competitive grants demonstration
program targeted at developing and testing solutions to the rising rates of obesity.

Food Distribution Program on Indian Reservations (FDPIR):

Revise funding allocation formula -- Revise the current FDPIR formula to provide a structured and
equitable method for allocating administrative funds among Indian Tribal Organizations (ITOs) and
States participating in FDPIR. The current allocation does not correlate with participation levels.
Increase FDPIR administrative funding — Increase funding by $27 million over 10 years to better
reflect the actual administrative costs of FDPIR. It would ensure that any change to the current funding
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formula would allow all ITOs and States to continue their current allotments or receive a modest increase
depending on their participation level.

Expand disqualification list — Expand the list of FSP disqualifications to include persons disqualified
from FDPIR for intentional program violations. This proposal will support program integrity by ensuring
disqualified individuals cannot participate in either program.

Community Food Project:

Restore funding for the Community Food Project -- The purpose of the Community Food Projects
Competitive Grants Program is to support the development of community food projects with a one-time
infusion of Federal dollars to make such projects self-sustaining. The program is managed by the
Cooperative State Research, Education, and Extension Service.
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Food and Nutrition Service
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS AND STAFF-YEARS
2007 and Estimated 2008 and 2009

Food Stamp
FY 2007 Staff FY 2008 Staff FY 2009 Staff
Amount Years Amount Years Amount Years
[Alabama $6,843 0 $6,843 0 $6,843 0
Alaska Q 0 [*] o 0 0
Arizona 41,720 0 41,721 1 41,721 1
Arkansas 32,042 0 32,043 0 32,043 0
California 517,476 4 517,485 6 517,485 6
Colorado 453,850 4 453,858 5 453,858 5
Connecticut 367 0o 367 0 367 o]
Delaware 0 0 0 0 0 0
District of Columbia o] o 0 [¢] o] [o]
Florida 208,398 2 208,402 3 208,402 3
Georgia 360,225 2 360,231 3 360,231 3
Hawaii 16,566 [*] 16,566 0 16,566 2]
Idaho 539 0 539 0 539 0
lllinois 188,756 1 188,759 2 188,759 2
Indiana 240,366 2 240,370 3 240,370 3
lowa 24,236 0 24,236 0 24,236 0
Kansas 9,601 [s] 9,601 [o] 9,601 0
Kentucky 8,284 0 8,284 0 8,284 [*]
Louisiana 11,956 0 11,956 0 11,956 0
Maine 72,747 1 72,748 2 72,748 2
Maryland 19,012 0 19,012 [+] 19,012 ]
Massachusetts 441,490 2 441,498 4 441,498 4
Michigan 59,169 1 59,170 1 59,170 1
Minnesota 7,997,485 1 7,997,629 2 7,997,629 2
Mississippi 8,913 0 8,913 o] 8,913 0
Missouri 10,555 0 10,555 [s] 10,555 0
Montana 72,711 1 72,712 1 72,712 1
Nebraska 15,937 0 15,937 0 15,937 [*]
Nevada 0 0 0 0 0 [+]
New Hampshire 4,932 0 4,932 [+] 4,932 0
New Jersey 425,856 3 425,864 4 425,864 4
New Mexico o] o] 0 0 0 3]
New York 112,112 1 112,114 2 112,114 2
North Carolina 3,31 [*] 3,311 0 3,311 0
North Dakota 9,369 [¢] 9,369 0 9,369 0
Ohio 4,861 0 4,861 0 4,861 0
Oklahoma 1,603 0 1,603 0 1,603 [+]
Oregon 29,762 o] 29,763 1 29,763 1
Pennsyivania 118,770 1 118,772 2 118,772 2
Rhode Island 0 0 0 0 0 0
South Carolina 1,377 0 1,377 0 1,377 0
South Dakota 6,784 0 6,784 0 6,784 0
Tennessee 8,449 ] 8,449 0 8,449 0
Texas 563,708 4 563,718 6 563,718 6
Utah 6,433 0 6,433 0 6,433 "]
Vermont 0 [o] 0 0 o] 0
Virginia 32,404,899 34 38,234,054 50 49,234,054 50
Washington 4,117 [+] 4,117 0 4,117 0
Wisconsin 4,274 [s] 4,274 [*] 4,274 0
Wyoming 766 0 766 0 766 [*]
\West Virginia 2,003 [o] 2,003 0 2,003 4]
[American Samoa (o] [+] 0 0 [s] 0
Freely Associated States 0 [+] 0 0 [o] 0
Guam [+] 2] 0 3] o] o]
N. Mariana Islands [s] 0 0 0 0 [s]
Puerto Rico 3,001 0 3,001 0 3,001 0
Virgin Islands 0 0o 0o 0 0 0
Indian Tribes 0 [o] 0 0 o] ]
DOD Army/AF [o] [*] 0 [*] 0 [s]
Undistributed 828,554 0 0 0 0 0
TOTAL $45,364,185 64 $50,365,000 98 $61,365,000 98
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FOOD AND NUTRITION SERVICE

Food Stamp Program

Classification by Objects

2007 Actual and Estimated 2008 and 2009

(in thousands of dollars)

Personnel Compensation: 2007 2008 2009
Washington D.C. $2,399 $3,780 $3,890
Field 2,932 4,620 4,754
11|Total personnel compensation 5,331 8,400 8,644
12|Personnel benefits 1,186 1,847 1,878
13|Benefits for former personnel 0 0 0
Total personnel compensation and benefits 6,517 10,247 10,522
Other Objects:
21|Travel and transportation of persons 1,814 1,858 1,895
22| Transportation of things 190 195 199
23.1|Rental payments to GSA
23.2|Rental payments to others
23.3|Communications, utilities, and misc. charges 2,802 2,869 2,926
24|Printing and reproduction 1,059 1,084 1,106
25|Other Services 42,612 45,991 57,467
25.1|Contractual Services Performed by Other Federal Agencies
25.2|Related Expenditures
25.3|Repair, Alteration or Maintenance of Equipment, Furniture
or Structures
25.4|Contractural Services - Other
25.5|Agreements
25.6|ADP Services and Supplies
25.7|Miscellaneous Services
25.8|Fees
26|Supplies and materials 180,899 185,241 188,946
31{Equipment 2,715 2,780 2,836
32|Land and structures
41|Grants, subsidies and contributions 34,752,282 38,283,996 40,122,407
42|Insurance claims and indemnities
43|Interest and dividends 1 0 0
45|Special Payments
92|Undistributed
Total other objects 34,984,374 38,524,014 40,377,782
Total direct obligations 34,990,891 38,534,261 40,388,304
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FOOD STAMP PROGRAM
STATUS OF PROGRAM

Program Mission

The Food Stamp Program (FSP) works to raise nutrition levels of low-income households by ensuring
access to a nutritious, healthful diet for households through nutrition assistance and nutrition education.
This access provides the opportunity for low-income recipients to consume a diet consistent with the
Dietary Guidelines for Americans. It enables low-income households to obtain a more nutritious diet by
issuing monthly allotments of benefits redeemable for food at retail stores.

Eligibility and allotment amounts are based on household size, income, and expenses; eligibility is also
based on assets, citizenship or legal immigration status, work requirements, and other factors. Benefits are
adjusted annually to reflect changes in the June cost of the Thrifty Food Plan (a market basket of foods that
meet the recommendations of the Dietary Guidelines for Americans for a nutritious low-cost diet for a four-
person reference family). The Federal Government pays the full cost of benefits and funds approximately
half of the expenses incurred by the States to administer the program.

The Food Stamp Program (FSP) account also includes Nutrition Assistance for Puerto Rico (NAP),
American Samoa and the Commonwealth of the Northern Mariana Islands, the Food Distribution Program
on Indian Reservations (FDPIR), and the commodity funding associated with The Emergency Food
Assistance Program (TEFAP).

Program Name Change

The Department is seeking Congressional support to change the name of the FSP to more accurately
describe its current method of operation and mission of reducing hunger and improving nutrition among
low-income families. After several decades of issuing coupons, benefits are now issued electronically.
Many stakeholders, including State partners, advocates and the retail community, maintain that a new name
would not only more accurately describe the program, but may also help to eliminate a potential barrier to
participation because of the stigma associated with the current name.

In response to a Federal Register notice soliciting comments from the general public on whether the FSP
should be renamed, the Department received almost 400 suggestions for a new name. While over 95
percent of the respondents strongly support changing the name, there was not a general consensus on what
the program should be renamed. The suggestions were narrowed to five names that were tested by focus
groups. After the focus groups were completed, three potential names were forwarded for consideration by
Congress: 1) Food and Nutrition Program; 2) Nutrition Assurance Program; and 3) Food Support Program.
In fiscal year (FY) 2007, legislation before the Senate proposed to adopt the name “Food and Nutrition
Program”; the House of Representatives passed legislation adopting the name “Secure Supplemental
Nutrition Assurance Program”.

Facts in Brief
Program Participation

FSP participation for FY 2007 averaged 26.5 million, holding nearly level from a high in FY 2006 of 26.7
million in which participation had risen for the previous six years. Prior to this time frame the program had
six years of declining participation between FY 1994 and FY 2000. Participation was less than one percent
lower than the previous year, and about 54 percent higher than it was in FY 2000. In the short term, it
should be noted that beginning with participation data in February of FY 2007 participation has steadily
increased month over month to a level of nearly 27 million participants by the end of FY 2007. The
increase reflects the impact of changing economic conditions, and Federal and State efforts to improve
program access through policy and practice.
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The following table displays data on benefit costs and participation for FY's 2000 through 2007:

Food Stamp Program 2000 | 2001 2002 2003 2004 2005 2006 | 2007
Avg,. Participation (Million) 17.16 | 1731 ] 19.09 | 21.26 | 23.85| 25.67 | 26.67| 2647
Benefit Costs (Billion) $14.99 | $15.55 | $18.26 | $21.41 | $24.63 | $28.57 | $30.19 | $30.37
Average/Person/Month $72.77 | $74.83 | $79.68 | $83.93 | $86.03 | $92.72 | $94.32 | $95.64
% Of Population Participating 6.3 6.3 6.7 7.3 8.1 8.7 8.9 8.8
Persons Unemployed (In Millions) 5.7 6.8 8.2 8.8 8.1 7.7 7.2 6.9

Participation Rates among Eligible People — The most recent figures on the rate of participation show
that in 2005, 65 percent of all who were eligible for the FSP participated as compared with 54 percent in
2001. In that same year, participants received 80 percent of all food stamp benefits available if every
eligible person participated, indicating that the program is effectively targeted to those most in need.

Characteristics of Food Stamp Recipients — The most recent survey of household characteristics,
conducted during 2006, indicates that:

58 percent of all participants were children (under 18 years of age) or elderly (age 60 or older);

The gross income of 87 percent of households was below the Federal poverty level,

39 percent of households were at or below 50 percent of poverty;

14 percent of food stamp households had no income; and

The proportion of households with earnings continued to trend upwards and reached an all-time high
while the proportion of households with public assistance income continued to trend downwards and
reached an all-time low.

The following data describes food stamp recipients in terms of individuals and households:

Characteristics of Food Stamp Recipients 2000 { 2001 { 2002 | 2003 | 2004 | 2005 | 2006

Recipients:
Average Number (in Millions) 172 | 173 | 190} 209 | 23.5]| 249 | 25.6
% Children 539 | 53.6( 51.0| 50.8| 50.2 | 50.0 | 49.2
% Elderly 10.0 9.6 8.9 8.5 8.2 8.2 8.7
% Registered for Work 8 8 9 9 9 9 10
Average Household Size 2.3 2.3 2.3 23 23 23 23

Households:
Average Number (in Millions) 7.3 7.5 8.2 90| 10.1| 109 | 113
% Receiving Maximum Benefit 20 22 24 26 31 31 31
% Headed by Women 73 72 71 72 72 71 71
% Certified 12 Months or More 56 57 54 53 53 55 58
% With Earned Income 27 27 28 28 29 29 30
% With AFDC/TANF 26 23 21 17 16 15 13
Average Gross Monthly Income $620 | $624 | $633 | $640 | $643 | $648 | $673
Average Net Monthly Income $355 | $353 | $355 | $348 | $321 | $319 | $328
% With Zero Gross Income 8 9 11 12 13 14 14
% With Zero Net Income 20 22 24 26 29 30 31
%With Gross Monthly Incomes Less
than $400 25 27 28 29 30 30 29
% With No Countable Assets 66 68 69 70 69 70 70
% With Countable Assets of $1 to $500 22 21 22 21 22 22 21
Average Countable Assets $156 | $148 | $134 | $154 | $143 | $137 | $137
Ayerage Countable Assets in Households $275 | $273 | 5264 | $347 | $293 | $279 | $258
with Elderly Members
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Characteristics of Food Stamp Recipients 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
% Below Poverty Level 89 89 88 88 88 89 87
% Below 50% Poverty Level 33 34 36 38 40 40 39
Average Shelter Deduction $111 | $123 | $131 [ $146 | $178 | $186 | $203
Average Shelter Expense $310 | $366 | $339 | $366 | $405 | $416 | $458
% at Shelter Cap 10 10 9 10 13 14 15

Source: Food Stamp Quality Control Sample — Data may not match FY data from other sources.
General Activities

Significant Regulations Issued in Fiscal Year 2007

The FSP published the following proposed rules in 2007:

e Disqualified Recipient Reporting and Computer Matching Requirements - This rule, published
December 8, 2006, proposes to codify prisoner verification and death file matching procedures
mandated by legislation and previously implemented through agency directive. The rule also proposes
to revise food stamp regulations affecting the way State agencies access and use client disqualification
information to enforce penalties for Intentional Program Violations. State agencies would be required
to use the data to screen all FSP applicants prior to certification to assure they are not currently
disqualified from the program and thus ineligible to participate.

e Revisions to Bonding Requirements for Violating Retail and Wholesale Food Concerns — This
proposal, published March 13, 2007, would revise the current bonding requirements for violating
retailers and wholesalers who are disqualified, or have a civil money penalty imposed in lieu of
disqualification, for a specified period of time. Current regulations require that these entities submit a
valid collateral bond, usually renewed annually, to continue to redeem food stamp benefits. This rule
proposes to: (1) eliminate the bond requirement for retailers and wholesalers who are disqualified for 6
months or incur a civil money penalty in lieu of a 6 month disqualification; and (2) limit the bond
requirement to 5 years for retailers and wholesalers whose disqualification or civil money penalty
exceeds 6 months, and for those retailers and wholesalers who are “repeat offenders”.

Program Assessment Rating Tool

The Office of Management and Budget (OMB) completed a Program Assessment Rating Tool (PART)
review of the FSP in 2003 and rated the program as moderately effective. The review showed that food
stamp benefits are well targeted to intended beneficiaries, and are virtually always spent for their intended
purpose. While the program achieves its annual performance goals to increase program participation and
reduce payment error, it may not be optimally designed to achieve further incremental improvements in the
dietary status of low-income participants. Based on the findings, USDA developed and is implementing a
plan for the use of Federal and State program funds to improve nutrition among program participants and
has developed a research agenda to assess program impacts on hunger and dietary status. This research
plan is being pursued to the extent feasible with resources provided for studies and evaluations.

Grants to Improve Program Access and Eligibility Determination

On September 20, 2007, the FNS announced the awardees of the FY 2007 FSP participation grants. The
Farm Security and Rural Investment Act of 2002 (P.L. 107-171 the Farm Bill) authorized the FNS to award
$5 million dollars in grants for FY 2003 through FY 2007. These grants are targeted to State agencies,
public health or educational entities, or private nonprofit entities such as community-based or faith-based
organizations, food banks, or other emergency feeding organizations. The grants are specifically for
projects aimed at simplifying the food stamp application and eligibility determination systems or improving
access to food stamp benefits by eligible households. For fiscal year 2007, FNS awarded seven grants:

e Oregon Department of Human Services will simplify the food stamp application process and
improve program access with the purchase of Forms Factory software to create an online application
that will be accessible at various community sites.
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e Utah Department of Workforce Services will develop and implement a new online application
process that will be accessible at local food banks and senior citizen centers throughout the State. One
urban food pantry, one rural food pantry and one rural senior citizen center will participate in an access
point pilot before State-wide-roll-out which is scheduled to begin November 2008 through April 2009.

e Vermont Department for Children and Families will develop and implement a state-of-the-art
document imaging and indexing system, an automated telephone help line with an automated voice
response system and an online Web-based application.

e Louisville/Jefferson County Metro Government will pilot an online benefits tool in Jefferson
County and use staff in community-based organizations to perform application assistance, to collect
and scan supporting documentation, and to submit both to the local food stamp office.

e Mississippi Department of Human Services (MDHS) will implement a State-wide, Web-based,

interactive application program. The project is designed to allow access at any location where the
Internet can be accessed including public libraries, kiosks in malls as well as the remote locations of
the MDHS.

e Pennsylvania Department of Public Welfare will develop, test and implement a process that will
permit individuals to scan verification documents and attach them to the Commonwealth of
Pennsylvania Access to Social Services online application.

e Montana Department of Public Health and Human Services will develop and implement a
paperless food stamp case file system, an online application that can be submitted electronically to

local food stamp offices, and an education campaign about the new application process.
State Performance Bonuses

The 2002 Farm Bill established a performance system offering incentives for a broad array of achievements
coupled with a reduced vulnerability to liabilities for excessive error rates. This performance system
replaced the former Quality Control liabilities and enhanced funding system, which provided incentives
and liabilities to encourage payment accuracy, but focused solely on error rates. This performance system
will award $48 million in bonuses each year to States with high or improved performance for actions taken
to correct errors, reduce the rates of error, and improve eligibility determinations, or for other activities that
demonstrate effective administration, as determined by FNS. Bonuses provided under this system link two
of the program’s performance measures, increases in the program payment accuracy rate and increases in
participation as measured by the Program Access Index. The first bonuses for performance in 2003 were
awarded in September 2004. The bonuses for performance in 2006 were awarded in September 2007.

The following States received awards:

BEST PAYMENT ACCURACY

State Payment Error Rate Bonus Amount
South Dakota 1.83 $347,653
Virgin Islands 1.93 $148,643
Missouri 2.59 $3,234,784
Washington 2.59 $2,913,859
Mississippi 2.61 $1,986,833
North Carolina 2.83 $4,021,638
Hawaii 3.40 $567,407
National Average 5.99
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MOST IMPROVED PAYMENT ACCURACY (continued)

State FY 2005 FY 2006 Change Bonus Amount
Rhode Island 9.84 4.02 5.82 $456,583
Idaho 8.34 4.64 3.70 $484,888
New York 7.23 4.56 2.67 $9,837,712
Total $24,000,000
BEST NEGATIVE ERROR RATE
State Rate Bonus Amount
Vermont 0.00 $268,010
Nebraska 0.00 $466,639
Pennsylvania 0.27 $3,651,458
South Dakota 0.76 $270,011
Minnesota 1.08 $999,092
National Average 8.02
MOST IMPROVED NEGATIVE ERROR RATE
State FY 2005 FY 2006 Change Bonus Amount
Vermont 5.81 0.00 5.81 See Bonus above
Rhode Island 8.17 3.05 5.12 $344,790
Total $6,000,000
BEST PROGRAM ACCESS INDEX
State Rate Bonus Amount
Maine 74.2 $683,692
Missouri 71.0 $2,254,344
Tennessee 69.3 $2,870,339
Oregon 67.9 $1,695,473
MOST IMPROVED PROGRAM ACCESS INDEX
State FY 2005 FY2006 Change Bonus Amount
Massachusetts 47.34 53.65 6.31 $1,726,484
Mississippi 47.31 52.55 5.24 $1,396,703
Vermont 52.20 57.01 4.81 $268,193
Maryland 49.24 53.68 4.44 $1,104,772
Total $12,000,000
BEST APPLICATION PROCESSING TIMELINESS RATE

State Rate Bonus Amount
Massachusetts 98.82 $1,290,453
Kentucky 97.68 $1,449,389
South Dakota 97.22 $224,571
West Virginia 96.74 $719,588
North Carolina 96.66 $2,072,590
New Hampshire 95.83 $243,409
Total $6,000,000

FNS Collection Initiatives

FNS continues its aggressive efforts to collect debts owed to the FSP, collecting delinquent food stamp
recipient debts through the Treasury Offset Program (TOP). TOP is the collection mechanism by which
Federal payments to individuals, such as tax refunds and Federal salary and benefit payments, are offset to
pay outstanding debts. Nearly $94 million in delinquent food stamp debt was collected through TOP in
calendar year 2007. About $994 million has been collected through TOP (and its predecessor, the Federal
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Tax Refund Offset Program) since FNS began this effort as a pilot project in 1992. These claims may not
have been collected without Federal collection programs being made available to State agencies that
manage these debts.

Medicare Drug Programs (Part D)

Medicare clients began participating in the new drug program that Congress authorized in the Medicare
Prescription Drug, Improvement and Modernization Act. The Department has been working with the
Centers for Medicare and Medicaid Services (CMS), the Social Security Administration and State welfare
agencies to implement Part D, which has gone smoothly. Many State agencies have encouraged clients to
apply for Part D’s low-income subsidy and to enroll in the specific Part D programs that best meet their
needs.

The Department worked with CMS to update a Tip Sheet that explains eligibility for the FSP, explains the
effect of Part D on food stamp allotments, and encourages food stamp clients to apply both for Part D and
the low-income subsidy. The Tip Sheet (one in a series that CMS has published) is a good example of how
different agencies assist one another in serving our common clients.

FNS Efforts Related to Indiana Eligibility Modernization Project

During FY 2007, FNS worked extensively with the State of Indiana to monitor the development and
implementation of the State’s Eligibility Modernization Project. The State began implementing this project
in March 2007 with the transfer of nearly 70 percent of State employees to the vendor and continued to
administer the program with minimal changes to business operations until the beginning of pilot
implementation in late October 2007.

The project rollout will continue through FY 2008 with Statewide implementation expected by June 2008.
FNS has reviewed planning documents, training materials, and other information through the process to
ensure that the project preserves FSP access and integrity and complies with applicable Federal laws and
regulations. FNS has also monitored monthly reports on program outcomes and conducted three rounds of
onsite, local office visits.

State Options

In 2007, FNS issued the 6™ edition of the State options report — a survey of State choices in 43 areas where
States may make policy choices. This edition adds information about State utilization of call centers and
waivers to substitute telephone interviews for face-to-face interviews.

~ Food Stamp Program Outreach

Working to increase the participation of the food stamp eligible population is a key part of achieving
program nutrition objectives. FNS implements outreach activities to educate potentially eligible low-
income people about the nutrition support benefits of joining the FSP. In addition, FNS supports the
outreach efforts of States and community organizations by providing tools and resources that can be used
“off-the-shelf” or customized by the State or community. All of these educational activities seek to dispel
myths and misperceptions about the program and share accurate information to help potentially eligible
people make informed participation decisions. Outreach supports FNS’ goal of increasing participation in
and access to the FSP.

e  National Media Campaign: The goals of the national media campaign are to position the FSP as a
nutrition assistance program, help overcome welfare stigma, teach potential applicants where and how
to apply, and highlight FNS’ commitment to ensure that all eligible people receive benefits with
dignity and respect. During FY 2007, English language radio advertisements targeting working poor
and elderly audiences aired during March, April, August and September in 54 media markets and on
three State-wide radio networks, reaching low-income audiences for all four months. Nine of the
locations also featured Spanish language advertisements during all four months. In addition, bonus
and donated placements increased the value of the paid advertising campaign significantly and
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extended the times the advertisements were heard. As a result of the advertising campaign, requests
for packets of information to the national toll-free number, which was promoted in half of the markets,
tripled over the same period in 2003, before advertising began. The remaining markets used State-
specific toll-free numbers.

Toolkits: In FY 2006, work was completed on two toolkits, one for State and local food stamp
agencies and one for community and faith-based partners. The toolkits help partners at the State and
local level, including faith-based organizations, implement outreach and media activities. The toolkits
include “how to” information, “fill in” templates, and examples of outreach materials. In FY 2007,
FNS began development of two additional chapters for both outreach toolkits. One chapter focuses on
outreach during disasters and the other focuses on increasing the cultural competency skills of outreach
providers.

Toll Free Information Line: FNS continued to provide a toll free information line in English and
Spanish as a service for low-income people to find out more about the FSP and how to apply. Callers
can listen to recorded information and be referred to their States for more direct help and information,
and can request a packet of information by leaving a mailing address with an operator. During

FY 2007, nearly 60,000 packets of information were distributed to toll-free number callers.

Outreach Grants: InFY 2007, fourteen grants were awarded to community and faith-based
organizations to implement and test innovative outreach strategies to educate and inform non-
participating low-income people about the benefits of food stamps and how to apply. The maximum
grant award was $75,000. FNS chose to award FY 2007 food stamp outreach grants from the FY 2006
competition in accordance with the Request For Applications released in November, 2005. These
awards are similar to those awarded in FYs 2001, 2002, 2004, 2005, and 2006. Grants were

awarded to:

Arizona Community Action Association (Phoenix, AZ)
Asian American Civic Association (Boston, MA)

Capital Area Community Action Agency (Tallahassee, FL)
Caritas of Waco (Waco, Texas)

Center for Pan Asian Community Services (Doraville, GA)
Community Partners, Inc. (Amherst, MA)

Future Foundation (East Point, GA)

Health Masters Club (Orlando, FL)

Hunger Action Network of New York State (New York, NY)
Jeffco Action Center (Lakewood, CO)

Little Dixie Community Action Agency (Hugo, OK)
TEARS, Inc. (Phenix City, AL)

Toledo Area Ministries (Toledo, OH)

Vietnamese Social Services of Minnesota (St. Paul, MN)

“Business Case” Materials: FNS updated and continued to promote materials that present a business
case for increasing food stamp participation by explaining why participation in the FSP is good for
communities from an economic development perspective and good for low-income people from a
nutrition perspective.

Pre-screening Tool: The English and Spanish versions of the online pre-screening tool were
maintained in FY 2007. This easy-to-use tool tells users if they might be eligible for food stamp
benefits and estimates the amount of benefits they might receive. Where available, the site links the
user to a State’s pre-screening tool, which can incorporate State-specific policies. The FNS tool also
links users to www.GovBenefits.gov to find out if they might be eligible for other benefit programs.

Educational Materials: English and Spanish educational materials, such as brochures, posters and
flyers, continued to be distributed free to State and local agencies and other organizations. In FY 2007,
more than 4.1 million pieces of educational material were distributed. FNS launched a new,
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modernized, user-friendly online order system. The new order system improves customer service by
providing an electronic receipt.

e Translated Materials: FNS continued to make FSP informational materials in 35 languages available
through the Web site for easy downloading and duplication at the State and local level. The
documents, which were focus-tested with native speakers to ensure cultural and linguistic
appropriateness, are designed to provide basic information about the program and dispel “myths” and
misunderstandings that may discourage eligible people from applying. An “I Speak” document is also
available so that applicants can indicate their preferred language to the food stamp caseworker and
accommodations can be made.

e Food Stamp Outreach Coalition (FSOC): FNS continued to manage and support a National Qutreach
Coalition comprised of organizations interested in partnering to strengthen outreach efforts for the
FSP, with a distribution list available to local organizations and individuals interested in outreach. In
May, the FSOC held a meeting which focused entirely on food stamp outreach to seniors. This
meeting was widely attended by State and local agencies, advocates, and included representation from
the Administration on Aging. Under the aegis of the coalition, the third annual Hunger Champions
competition was held. This competition recognizes outstanding local food stamp offices for their
efforts assisting eligible clients to access the FSP. In addition, the second Golden Grocer awards were
presented to acknowledge retailer efforts to improve service to food stamp recipients, to conduct
outreach to potential recipients and to promote healthy eating habits.

o  State Outreach Plans: States have the option of providing outreach as part of their program
operations. USDA reimburses 50 percent of the allowable administrative costs for these activities. In
FY 2007 FNS issued an updated State outreach plan guidance. The revised guidance consists of a
reference guide for outreach policy, instructions for how to submit an outreach plan, and templates that
can be completed in sequential order to develop an outreach plan. At the end of FY 2007, 22 States
had approved outreach plans, and an additional 8 States also performed outreach activities.

Food Stamp Nutrition Education - Promoting Healthier Eating Habits and Active Lifestyles

The purpose of Food Stamp Nutrition Education (FSNE) is to improve the likelihood that FSP participants,
applicants, and eligible low-income people will make healthy food choices within a limited budget and
choose active lifestyles consistent with the current Dietary Guidelines for Americans and MyPyramid.
Because the Dietary Guidelines for Americans and MyPyramid are the foundation of nutrition education
for the FSP, it is essential that program materials reflect the most current science on human nutrition.
Effective FSP nutrition education supports the FNS goal of improving the eating behaviors of low-income
Americans.

States have the option of providing nutrition education to food stamp recipients as part of their program
operations. To participate, States submit for FNS approval plans that outline FSNE activities and budget
for the following year. USDA reimburses 50 percent of the cost of approved activities.

With increased concern about diet-related diseases, FSNE has grown dramatically over the past decade. In
FY 1992, FNS approved only $661,000 in Federal funds for FSNE efforts conducted by 7 State agencies.
By comparison, in FY 2007, approved Federal funds totaled over $276 million with 52 State agencies
providing FSNE.

Program Assessment Rating Tool

OMB completed a PART review of FSNE in 2007, rating this component of the FSP “results not
demonstrated”. OMB concluded that FSNE: 1) does not have standardized performance measures to gauge
progress across States; 2) lacks a statutory or regulatory statement of mission and goals; and 3) cannot
show that funds are spent effectively to increase participation and improve nutrition-related behaviors. In
response to these findings, FNS is seeking legislation to clearly incorporate nutrition education in the food
stamp authorizing statute, is developing efficiency measures to assess program effectiveness, and is
preparing a plan to increase the use of evidence-based food and nutrition education initiatives across States.
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Specific activities in FY 2007 included:

FSNE State Plan Guidance: In March 2007, FNS revised and issued updated policy guidance to help
States develop FY 2008 FSNE plans that are most likely to change nutrition behavior. This guidance
incorporates the FSNE Guiding Principles, a policy document that describes the future of FSNE. The
FY 2008 Guidance also included the new Food Stamp Education and Administrative Reporting System
(EARS) and requested information regarding when States would report various components. The
Guidance can be accessed at: www.nal.usda.gov/foodstamp.

Pilot Launch of Multi-Year FSNE Plan: Launched a multi-year pilot test to allow States to develop
nutrition education plans that cover a three year period. The selected States have a high potential for
successful implementation based on past performance. The following States were selected: Idaho,
Wyoming, Louisiana, Ohio, Florida, Virginia, and Vermont.

Food Stamp Nutrition Connection (FSNC): FSNC is an online resource system
(http://www.nal.usda.gov/foodstamp) designed to facilitate communication and resource sharing
among FSNE providers. The project is funded by FNS and maintained by USDA’s National
Agricultural Library, in collaboration with the University of Maryland and Howard University.
Features include:

o A Photo Gallery of current, colorful and professional photographs produced specifically for use in
communicating FSP outreach and nutrition education messages. The digital images are copyright
free and provided as a complimentary resource by the FSP for FNS nutrition assistance programs
and their partners. The Photo Gallery is available in the FSNC Resource Library at:
http://foodstamp.nal.usda.gov/foodstamp/photo_gallery.php.

o The Recipe Finder Database, an online database of healthy recipes designed for food stamp
educators. The database can be searched by cost, nutrition education topic, theme, menu items,
audience, and cooking equipment. In addition to all of the search options, users also have the
ability to rate the recipes and post a review of the recipe. This database is intended as a useful tool
in providing nutrition education to FSP eligibles and recipients. The Web site can be accessed at:
http://foodstamp.nal.usda.gov/recipes.php. Recipes can be submitted at this Web site:
http://foodstamp.nal.usda.gov/addrecipe2.php.

In FY 2007, FNS began a Spanish translation of the 400 recipes in the Recipe Finder, and updated the
Photo Gallery, State contact list, and other FSNC resources.

Food Stamp Education and Administrative Reporting System (EARS): EARS is a national reporting
system for FSNE, developed in collaboration with key State, local, and academic partners over four
years. The new system will collect information about FSNE activities, including demographic
characteristics of participants and their food stamp status; the methods used, locations of, and topics
addressed by educational activities; and the cost of providing these services. EARS will provide FNS
and States with data and information to inform management decisions, support policy initiatives, and
provide documentation for legislative, budget and other requests that support planning within FNS.
Following OMB approval of EARS data collection in August 2007, FNS conducted a national
teleconference for all States in November 2007 to review reporting requirements for FY 2008 and
share training plans and schedules.

Loving Your Family Feeding Their Future (LYF) — Nutrition Education Through The Food Stamp
Program: FNS developed and launched this comprehensive project with a series of LYF nutrition
educational and promotional materials in June 2007. These nutrition education materials target
English and Spanish speaking mothers with low-literacy skills who are participating in the FSP and
provide resources for educators and mothers. The initiative also has an online Learning Module,
Explore Loving Your Family; a Flash video-Loving My Family in a Whole New Way and Loving Your
Family Virtual Training Tip Sheets. More than 900,000 (hard copy) pieces of LYF materials have
been requested and distributed.
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e  Eat Smart Live Strong: InFY 2007, FNS completed work on an intervention and accompanying staff
guidance materials focusing on increasing fruit and vegetable consumption and promoting physical
activity among low-income adults aged 60-74 years old. The project includes four fun, interactive 30
minute sessions to help adopt these two key behavior changes, in order to improve older adults’ health
and quality of life. These materials will be ready for distribution in 2008.

Food Stamp/Supplemental Security Income Combined Application Projects (CAP)

The CAP demonstrations make it much easier for the elderly and disabled Supplemental Security Income
recipients to receive food stamps by reengineering the food stamp application process and eliminating the
need for this population to visit the local food stamp office. The combination of standardized benefits,
minimal need for independent verification, and normally no need to go to the local offices has produced
significant increases in participation within the target population.

e To date 12 States are operating CAP demonstrations: Florida, Kentucky, Louisiana, Massachusetts,
Mississippi, New York, North Carolina, Pennsylvania, South Carolina, Texas, Virginia, and
Washington.

e Three States have been approved, but have not yet implemented: New Jersey plans to implement in
the near future, and Wisconsin and Arizona were approved to operate in April 2007 and June 2007
respectively.

e Two States are pending approval: West Virginia and South Dakota.

¢ Five States are planning to submit proposals as part of the CAP expansion: Idaho, Maryland, New
Mexico, Rhode Island and Utah.

Group Home Pilot Projects

Under Section 4112 of the Farm Security and Rural Investment Act of 2002 (the Farm Bill), FNS granted
waivers to South Dakota, New York, Illinois and Minnesota to conduct pilot projects that test different
methods for providing food stamp benefits to residents of certain group homes, such as those for disabled
or blind persons, homeless persons, and temporary shelters for battered women and children. Pilot projects
streamline the process of determining benefits by using a standardized allotment, which is typically an
adjusted average of the allotments group home residents would receive under regular food stamp rules.
The Farm Bill authorizes the Secretary of Agriculture to make available to all States the option of using a
standardized allotment for residents of their group homes, if the pilot projects demonstrate the value of
doing so.

Program Coordination

The Food Stamp Act gives State agencies the option to operate a Simplified Food Stamp Program (SFSP),
which allows a State to determine food stamp benefits using its Temporary Assistance For Needy Families
(TANF) rules, FSP rules, or a combination of both. A “Mini” SFSP is a subset of the broader SFSP
authority and allows a State agency to replace its TANF or FSP work-related rules with the other
program’s rules. These rule changes are limited to households receiving both TANF and FSP benefits. In
FY 2006, 30 State agencies notified FNS of their intention to operate a mini—SFSP. In FY 2007, another 9
State agencies were approved bringing the total of SFSPs to 39.

FY 2006 Certification Payment Error Rates

The FY 2006 national average certification payment error rate, announced in June 2007, was 5.99 percent;
25 States had an error rate below 6.00 percent.

FSP regulations require State agencies to analyze data and develop corrective action plans to reduce or
eliminate program deficiencies when their combined payment error rate is above the 6.00 percent threshold
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or their negative error rate exceeds one percent. Corrective action is also required when underpayments
result from State agency rules, practices, or procedures. Most States have developed corrective actions to
address deficiencies revealed in their FY 2006 QC data.

FNS regional offices work directly with States to assist them in developing effective corrective action
strategies to reduce payment errors. Regional offices provide technical assistance to States through data
analysis, policy interpretation, training, development and monitoring of corrective action strategies,
facilitating the information exchange with and among States through annual payment accuracy conferences,
State exchange funding, and special error reduction funds.

FNS utilizes a tier system for identifying States requiring the most focused intervention, based on high
error rates or a regional office assessment that the State receives special attention. This ensures that
technical assistance is available to States that are in first-year liability status or at risk for future liability
status.

States Notified of Liability Status Under the Quality Control Provisions of the Farm Bill
On June 29, 2007, FNS notified two States that they have incurred a liability amount for continuing to have

a poor QC error rate for the second consecutive year. Liability amounts were established against the
following States:

State Liability
Amount
Dist. of Columbia $377,035
Arizona $1,415,348

In addition, three States (Maine, Florida and Michigan) exceeded the FY 2006 threshold for the first year.
Potential liabilities will be established if any of these five States have a payment error rate in FY 2007 that
has a 95 percent statistical probability that the State’s payment error rate exceeds 105 percent of the
national performance measure for payment error rates.

Disasters - Food Stamp Program Guidance

FNS recently revised the Disaster Food Stamp Program (DFSP) Guidance to reflect policy and
programmatic changes in the design, delivery, and assessment of the DFSP. The new guidance document
was posted on the FNS Website in May 2007. The revised DFSP Guidance should improve the ability of
State agencies to deliver DFSP responses that meet the unique needs of their communities, while adhering
to policy requirements.

Previously entitled the Disaster Food Stamp Program Handbook 320 and originally issued in 1995, the
Guidance is intended to help State agencies deliver disaster responses that meet their unique needs and
meet statutory and regulatory requirements. The revised Guidance incorporates policy decisions that have
been issued by FNS since 1995, and provides numerous examples of successful State DFSP innovations.
Moreover, FNS worked closely with Federal and State partners to incorporate many of the lessons learned
from recent DFSP operations in the Gulf Coast and Florida.

The revised Guidance addresses the use of newer technologies and electronic benefits. The Guidance
contains editable templates, spreadsheets, and other electronic resources to facilitate rapid use by State
agencies after a disaster has occurred.

FNS has provided training on the revised Guidance to all FNS regional offices during the summer of 2007,
and hosted training sessions for State agencies. In July 2007, a widely attended session was held in Atlanta
for the most vulnerable east coast and Gulf Coast States.
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The following summarizes disaster assistance provided by the FSP in FY 2007:

Month Type of Disaster State Benefits Households
March Tornados GA $244.,436 897
May Tornados KS 109,575 371
May Tornados 1A 22,419 73
July Flooding KS 291,961 1,052
September Flooding MN 44,558 126
September Flooding WS 25,443 87
September Tornados ND 6,409 13
Total FY 2007 744,801 2,619

Court Suit Activity in the FSP

During FY 2007 there was no food stamp related court suits in which the Department was named as a
defendant.

Employment and Training (E&T)

The Food Security Act of 1985 required States to establish an E&T Program to help food stamp recipients
find work or gain the skills, training, and experience that lead to employment. The 2002 Farm Bill
authorized $90 million per year through 2007 to operate the E&T Program, and an additional $20 million
per year for States that commit to serve all at-risk able-bodied adults without dependents (ABAWDs), i.e.,
those who are subject to the 3-month food stamp participation limit. States may receive 50 percent
matching funds beyond these amounts to operate the program. About 10 percent of food stamp recipients
are registered for work, and approximately two—thirds of work registrants are subject to the requirements of
the E&T Program. States exempt the remainder from participation.

Preliminary data show that States reported 3.8 million new work registrants in FY 2007, a slight increase
from last year. Since an additional 2.7 million work registrants were already receiving food stamps at the
beginning of the fiscal year, a total of 6.5 million food stamp recipients were subject to E&T participation
in FY 2006. Approximately 1.5 million, or 25 percent, of these work registrants, including about 400,000
ABAWDs, actually participated in E&T components. States reported that more than 87,000 qualifying
education, training, and workfare slots were filled by at-risk ABAWDs each month nationwide. This
means they were able to maintain their food stamp eligibility while they gained the skills, training and
experience that will lead to employment and reduced dependence on food stamps. In addition, about
128,000 other food stamp recipients participated in an E&T component each month.

In FY 2007, FNS allocated $120.8 million in 100 percent Federal E&T grant funds—the $90 million
regular allocation; $20 million for States committed to serving all their at-risk ABAWDs; and an additional
$10.8 million in 100 percent Federal E&T funds carried over from FY 2006 to supplement some State
grants. State expenditures totaled approximately $110 million, which is about the same as in FY 2006.
Additionally, the Federal Government matched over $148 million in State funds spent to administer the
E&T Program in FY 2007. The Federal Government also matched about $53 million in State funds spent
to reimburse E&T participants for dependent care, transportation, and other expenses incurred in complying
with E&T Program requirements.

Electronic Benefit Transfer Systems

Electronic Benefit Transfer (EBT) systems, which replace the coupon-based method for providing food
stamp benefits, became effective Nationwide in June 2004. Each recipient household is issued a plastic
benefit card with a magnetic stripe or computer chip to make food purchases. The cards are associated with
benefit accounts, which are debited as food purchases are made. In about half the States, EBT cards are
also used for TANF and other cash benefit programs.
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In all States, the EBT systems are on-line systems with cards that have magnetic stripes. These systems are
interoperable, which means that recipients may shop in FNS-authorized food retailers in any other State.
Until this year, Wyoming operated utilizing different technology, as permitted in the FSP legislation, and
had an off-line, smartcard system; its cards were not interoperable. Wyoming converted to an online
system for food stamps this year.

o Coupon Phase-Out: FNS and States have destroyed their coupon inventories, except a small amount
remaining in Illinois. Illinois is under a court order to continue issuing coupons to a single recipient
until coupons are unavailable. Coupons also remain in circulation because recipients have not spent all
of their coupons issued before EBT implementation.

e [Integrity: In the three years following a major upgrade to the Store Tracking and Redemption System
(STARS), the system the agency uses to track the authorization of food stores and monitor food stamp
redemption activity, numerous phased enhancements have been released to end-users. Work to
streamline retailer management business processes continues. This state-of-the art system improves
FNS management of stores by integrating compliance and authorization functions into a single,
efficient system.

Similarly, with its Anti-fraud Locator using EBT Redemption Transaction System (ALERT) which
analyzes transactions for possible trafficking violations, FNS has added a mapping analytic tool and
constructed a data warehouse. The data warehouse, using sophisticated statistical software, enables
FNS to load external data files, such as census data and State agency recipient data, to strengthen
current analytic capabilities. During FY 2007, FNS successfully transitioned to obtaining EBT
transactions electronically on a daily basis, rather than monthly. Monthly fraud analysis results are
available two weeks sooner as a result. FY 2008 development plans include analysis of the daily
submittals so as to flag violators as soon as possible.

Studies and Evaluations
FNS published several major reports related to the FSP during FY 2007. These include:

a description of the characteristics of food stamp households in 2006;

an analysis of trends in food stamp participation rates among all eligible persons and eligibles in
households with earnings for the Nation as a whole through 2005;

an analysis of State food stamp participation rates in 2004;

updated estimates of the extent of trafficking in the FSP;

a description of vehicles and other assets held by low-income households in 2002;

a review of nutrition education research focused on the effects of message type and exposure; and
an examination of the implications of restricting the use of food stamp benefits to eliminate foods of
limited nutritional value.

The reports are available at: http://www.fns.usda.gov/oane.

Community Food Projects

The Community Food Projects program was authorized under section 25 of the Food Stamp Act of 1977, as
amended by section 401(h) of the Federal Agriculture Improvement and Reform Act of 1996. The
Community Food Projects Competitive Grants Program supports the development of Community Food
Projects with a one-time infusion of Federal dollars to make such projects self-sustaining. Funds have been
authorized for this program in the amount of $5 million per year, through 2007. While funded through the
FSP account, the Cooperative State Research, Education, and Extension Service manages the program.
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NUTRITION ASSISTANCE FOR PUERTO RICO (NAP)

Program Mission

As required by the Omnibus Budget Reconciliation Act of 1981, the FSP in the Commonwealth of Puerto
Rico was replaced with a block grant, effective July 1, 1982. InFY 2007, $1.551 billion in grant funds
were available to Puerto Rico.

Facts in Brief

An average of 1.07 million people were served monthly during FY 2007.
In FY 2007, total benefit costs were $1.496 billion for all block grant programs, or about $116.52 per
person, per month for nutrition assistance program recipients.

¢ Puerto Rico spent an estimated $54.58 million of Federal funds on administrative activities in
FY 2007, which are matched by an equivalent amount of State funds.

e The Commonwealth is phasing out its former Special Wage Incentive Program, which provided wage
subsidies to employers hiring nutrition assistance program recipients.

e On September 1, 2001, Puerto Rico began targeting 75 percent of nutrition assistance benefits to the
purchase of food while continuing to provide 25 percent of benefits in cash through the
Commonwealth’s EBT system.

Federal Responsibilities of the Block Grant

Puerto Rico proposes an annual budget plan in July for the fiscal year beginning on the following October 1
that identifies the costs of benefits, administration and other projects. FNS must review and approve the
Commonwealth’s annual plan and monitor program operations to ensure program integrity. These
monitoring activities include reviewing financial reports of obligations and expenditures, and on-site
management reviews of selected program operations. The cost of these components for FY 2005,

FY 2006 and FY 2007 are as follows:

NUTRITION ASSISTANCE FOR PUERTO RICO
Summary of Funding

2005 2006 2007

Actual Actual Estimated

($ 000) ($ 000) ($ 000)

Benefit Costs 1,435,380 1,465,031 1,496,133
Administrative Costs 59,290 52,240 54,579
Nutrition Education Program 374 504 455
Total Federal Funds 1,495,044 1,517,775 1,551,167
State Administrative Costs 59,290 52,240 54,579
Total Program Costs 1,554,334 1,570,015 1,605,746

Participation

From its inception, the FSP in Puerto Rico served a much higher proportion of the total population than was
true of the United States as a whole, due to the significantly lower living standards in Puerto Rico. This
continues to be the case under the block grant program: 1.07 million persons, or 27.5 percent of Puerto
Rico’s total estimated population of 3.9 million people, participated in the program in FY 2007. Monthly
participation for FYs 2005, 2006 and 2007 are as follows:
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NUTRITION ASSISTANCE FOR PUERTO RICO
Summary of Participation

2005 2006 2007

Actual Actual Estimated

Average Number of Persons (million) 1.05 1.06 1.07
Average Number of Households 461,854 482,880 492,884
Average Household Size (persons) 2.27 2.20 2.18
Average Benefit Per Household $240 $244 $247

Program Assessment Rating Tool

OMB completed a PART review of NAP in 2005 and rated the program as adequate. The review showed
that nutrition assistance provided by NAP is important in Puerto Rico, where 59 percent of the island
population has income below the Federal poverty guidelines, unemployment is high, and workforce
participation is low. While the program is successful at effectively targeting benefits, program
performance measures and the schedule for evaluation can be improved. In addition, a 2002 audit
identified areas where NAP was not compliant with financial management requirements. Based on the
findings, USDA worked with Puerto Rico to confirm the validity of the program’s performance measures,
establish long-term annual performance targets, and developed a plan for annual progress reports. USDA
and Puerto Rico also developed a plan for regular program review and assessment; implementation is
underway.

NUTRITION ASSISTANCE FOR AMERICAN SAMOA
Program Mission

The American Samoa Nutrition Assistance Program began on July 1, 1994. The program was authorized
by Public Law 96-597 (December 24, 1980), which allowed USDA to extend programs administered by the
Department to American Samoa and other territories. In FY 2007, $6.2 million in grant funds were
authorized to be expended under American Samoa’s block grant.

Facts in Brief

e A monthly average of 3,041 persons, or about 5.3 percent of American Samoa’s total estimated
population of 57,663 were served during FY 2007.

e InFY 2007, average monthly benefit costs were $316,692 or $104 per person.
American Samoa budgeted $972,321 for administrative activities for FY 2007. Block grant funding
provides 100 percent of administrative and benefits costs.
The program serves the low-income elderly, blind and disabled population.
American Samoa prints its own food coupons.

Federal Responsibilities of the Block Grant

American Samoa submits a memorandum of understanding each fiscal year, specifying how the program
will be operated, including eligibility requirements to stay within the capped block grant amount. FNS
must review and approve the Commonwealth’s annual memorandum of understanding and monitor
program operations to ensure program integrity. These monitoring activities include reviewing financial
reports of obligations and expenditures, and on-site management reviews of selected program operations.
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NUTRITION ASSISTANCE FOR THE COMMONWEALTH OF THE NORTHERN
MARIANA ISLANDS

Program Mission

The Commonwealth of the Northern Mariana Islands’ (CNMI) Nutrition Assistance Program began on
July 2, 1982. The program was authorized by Public Law 96-597 (December 24, 1980), which allowed
USDA to extend programs administered by the Department to the CNMI and other territories. In FY 2007,
$9.419 million in grant funds was provided to the CNMI.

Facts in Brief

o A monthly average of 8,164 people or 9.7 percent of CNMI’s total estimated population of 84,546
were served during FY 2007.

o InFY 2007, average benefit costs were $81.00 per person per month.

The CNMI budgeted an estimated $1.3 million on administrative activities for FY 2007. Block grant
funding provides 100 percent of administrative and benefit costs.

e CNMI is allowed to set its own eligibility standards to stay within the capped block grant.

e 30 percent of each allotment consists of coupons earmarked for the purchase of local commodities
(food and nonfood items such as fishing equipment, garden supplies and livestock) to provide work
incentives, develop self-sufficiency, and stimulate economic development and local food production.

o  CNMI prints its own food coupons.

Federal Responsibilities of the Block Grant

The CNMI submits a memorandum of understanding each fiscal year, specifying how the program will be
operated, including eligibility requirements to stay within the capped block grant amount. FNS must
review and approve the Commonwealth’s annual memorandum of understanding and monitor program
operations to ensure program integrity. These monitoring activities include reviewing financial reports of
obligations and expenditures, and on-site management reviews of selected program operations. CNMI
reduced clients’ benefits by 11.3 percent during the last 4 months of FY 2007. Administrative costs,
including funds for the Nutrition Education Program, were also reduced to stay within the allotted budget.

FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS (FDPIR)
Program Mission

FDPIR is an alternative to the FSP for low-income households on Indian reservations and low-income
Indian households in designated service areas near reservations or in Oklahoma. FDPIR implements
section 4(b) of the Food Stamp Act of 1977, as amended, to allow Indian Tribal Organizations (ITOs) to
operate a food distribution program for households who prefer commodities to regular food stamp benefits.
ITOs that are determined capable are permitted to administer FDPIR.

Facts in Brief

e InFY 2007, five States and 99 ITOs operated FDPIR on 271 Indian reservations. A new program in
Alaska began operating in FY 2007.

e Nutrition assistance was provided to an average of 86,637 persons per month at a cost to FNS of
$44.40 per food package in FY 2007, with an average monthly per person administrative cost of
$25.99.

e  Anadditional $2.7 million in bonus commodities was provided to program participants. These
products were provided to the program as a bonus, over and above the existing food package.
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FDPIR PARTICIPATION AND COST (Budget to update)

2001 2002 2003 2004 2005 2006 2007
Average Participation
(in Thousands) 113.2 | 110.1 | 107.6 | 104.3 99.0 89.9 86.6

Per Person Per Month Food Cost

(Entitlement) $36.20 | $33.81 | $36.07 | $39.14 | $40.69 | $38.93 | $44.40
Total FNS Food Cost

($ in Millions) $49.20 | $44.67 | $46.57 | $48.99 | $48.35 | $41.32 | $46.94
Percent Change in unit Per

Person Food Cost 52% | -6.6% 6.7% 8.5% 4.0% | -43% | 14.1%

Note: Total Per Person Food Costs differ from commodity procurement obligations due to inventory level changes.
Program Assessment Rating Tool

OMB completed a PART review of FDPIR in 2006 and rated the program as “Adequate.” The review
showed that the program helps low-income Native Americans in areas with limited access to food stores
meet their food needs. While the nutrient content of the FDPIR food package has improved over time,
further improvements are possible. Further, the program’s effectiveness could be increased by improving
the method for allocating administrative funds among grantees. Based on these findings, FNS is working
to improve the nutritional quality of FDPIR benefits, and launched a work group including FNS staff, ITOs,
and State agencies to develop a revised funding methodology for the allocation of administrative funds in
FY 2007.

Food Package Improvements

FNS considers periodic updates of the FDPIR food package to improve its nutritional profile and
acceptability as an important program responsibility. On a regular basis, a work group consisting of
tribally appointed FDPIR directors, commodity procurement specialists from USDA’s Farm Service
Agency and the Agricultural Marketing Service, nutrition and health experts from the Indian Health Service
and the Centers for Disease Control and Prevention, and FNS nutritionists and program staff considers
changes to the food package and makes recommendations to FNS. The workgroup is continuing to focus
on ways to reduce saturated fat, sugar, and sodium and is also exploring ways to improve the desirability
and convenience of products in the package.

Improved Access to Fresh Fruits and Vegetables

The Fresh Produce Program began as a pilot program in FY 1996 at two sites. This initiative, a joint
venture with the Department of Defense, provides fresh fruits and vegetables, which program participants
may select in lieu of canned goods. In FY 2007, 99 ITOs/State agencies, or about 90 percent of the FDPIR
programs, were enrolled in the Fresh Produce Program, allowing most FDPIR participants to receive a
variety of fresh fruits and vegetables which would otherwise be very difficult for them to obtain.
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FOOD STAMP PROGRAM
SUMMARY OF BENEFIT COSTS, PARTICIPATION AND STATE ADMINISTRATIVE FUNDING
FISCAL YEAR 2007
AVERAGE PARTICIPATION TOTAL VALUE AVERAGE STATE
IN THOUSANDS OF BENEFITS MONTHLY | ADMINISTRATIVE
STATE OR ISSUED BENEFIT FUNDING
TERRITORY PERSONS |HOUSEHOLDS ($000) PER PERSON ($000)

Alabama 546 221 $601,413 $91.80 $31,936
Alaska------mes-memomooomemeeooneeaeee] 56 21 86,084 127.69 9,759
Arizona. 545 222 646,750 98.95 37,786
Arkansas: 380 158 412,446 90.50 25,778
California 2,048 827 2,569,806 104.56 421,010
Colorado. 251 107 310,584 103.24 27,977
Connecticut-------=========eeemsnene-] 213 113 253,063 99.21 24,783
Delaware 67 29 74,729 92.69 8,597
District of Columbia------------------| 87 45 103,951 100.12 13,100
Florida 1,233 628 1,400,154 94.65 69,088
Georgia 950 387 1,125,954 98.76 61,942
Hawaii 90 45 156,542 145.55 11,569
Idaho 87 36 95,993 91.88 11,205
lllinois: 1,247 569 1,565,198 104.62 100,926
Indiana: 587 254 677,098 96.10 34,499
lowa. 238 108 265,450 92.81 17,132
Kansas 182 83 192,851 88.10 17,585
Kentucky: 602 267 674,262 93.33 39,712
Louisiana 650 266 746,127 95.60 48,254
Maine 163 82 170,582 87.42 8,154
Maryland 318 147 357,250 93.67 39,516
Massachusetts-------~-----------mem--{ 456 240 471,901 86.20 41,715
Michigan: 1,204 556 1,367,630 94.63 94,854
Minnesota----------------eenummmoeeeae-d | 276 132 296,310 89.33 42,353
MisSisSippi-------------==-==snenvnnen-- 426 179 443,798 86.79 26,264
Missouri 824 301 745,312 75.38 44,037
Montana. 80 35 89,699 93.47 7,919
Nebraska 121 52 126,460 87.36 12,155
Nevada 122 57 133,740 91.18 13,180
New Hampshirg---------------------- 59 29 62,478 88.10 5,729
New Jersey: 415 199 483,425 97.19 90,363
New MexiCo--------==-=-=-=necmemcmaes | 234 92 248,913 88.68 33,773
New York: 1,802 952 2,324,295 107.49 275,086
North Caroling-------====-=======--—--- 883 391 972,291 91.77 69,149
North Dakota------------------ccen-- | 45 20 51,891 95.83 6,875
Ohio 1,077 493 1,292,695 100.04 99,817
Oklahoma 421 176 458,907 90.77 41,506
Oregon: 438 226 477,442 90.73 43,616
Pennsylvania--------------------------1 1,135 530 1,258,604 92.40 139,541
Rhode Island------ 76 37 89,355 97.57 9,138
South Carolina- : 545 233 618,165 94.47 18,546
South Dakota-------------------cueuee-| 60 25 70,614 97.67 7,274
Tenr 865 387 1,003,609 96.70 48,708
Texas 2,422 947 2,718,158 93.52 151,308
Utah 123 51 133,204 89.90 20,970
Vermont 50 25 55,660 93.02 7,475
Virginia 515 230 551,447 89.23 78,957
Washington-«---------=--====-eeere--- -1 536 273 600,648 93.33 49,372
West Virginia---—-----—--—--—- 269 120 274,885 85.05 14,473
Wisconsin e 383 162 363,439 79.12 35,334
Wyoming 23 9 25,285 93.20 4,345
American Samoa 1/----------s---=--1 0 0 4,650 0.00 0
CNMI 1/- 0 0 9,419 0.00 0
Guam 27 8 55,746 174.56 2,336
Virgin Islands-—--—--=s=mmmemmmmeememev] 13 0 21,025 131.93 4,332
Anticipated Adjustment-----—--— 0 0 -67,818 0.00 -92,254

O 1 B —— 26,466 11,789 $30,319,569 95.64 $2,508,553

NOTE: These data are based in part on preliminary data submitted by State and local agencies
subject to change as revised reports are received. Totals may not add due to rounding.

1/ These entities receive a fixed grant and do not report participation.
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FOOD STAMP PROGRAM
FIRMS AUTHORIZED TO RECEIVE AND REDEEM FOOD STAMP BENEFITS
Fiscal Year 2007

Drug/ | Shelter for Home Senior
Alcohol| Battered Group less Private Citizens

Treat Women |[Communal| Living Meal Meal Restaurant/| Center/

ment and Dining Arrange- | Pro- | Delivery Meal Residential
State or Territory | Retailers | Wholesalers| Centers| Children | Facility ment vider | Service Delivery Buildin Total
Alaska 454 0 9 2 0 0 1 0 0 0 466
Alabama 3,132 0 22 1 2 27 0 0 0 0| 3,184
Arkansas 1,645 0 15 0 19 0 1 24 0 0| 1,704
Arizona 2,701 0 10 1 2 1 3 2 0 of 2,720
California 17,651 1 297 2 17 4 17 5 336 0| 18,330
Colorado 1,609 2 6 0 10 0 1 5 0 0| 1,633
Connecticut 1,512 0 15 0 0 0 0 0 0 o| 1,527
District of
Columbia 350 0 2 0 0 0 0 0 0 0 352
Delaware 421 0 2 0 2 0 2 0 0 0 427
Florida 8,470 0 58 0 7 30 2 5 0 0| 8,572
Georgia 5,403 0 3 0 3 0 3 0 0 0| 5,412
Guam 214 0 0 0 0 0 0 0 0 0 214
Hawaii 832 0 7 1 2 1 0 2 0 0 845
lowa 2,051 1 14 0 63 0 0 18 0 0| 2,147
Idaho 615 0 0 1 0 0 0 1 0 617
lllinois 6,427 1 18 0 53 41 7 18 1 32| 6,598
Indiana 3,134 0 2 1 8 0 5 12 0 0| 3,162
Kansas 1,252 0 17 1 18 7 1 11 0 0| 1,307
Kentucky 3,397 0 12 0 3 2 1 0 0 0 3,415
Louisiana 3,412 0 3 0 2 2 8 0 0 0| 3,427
Massachusetts 2,846 0 74 9 5 120 4 1 1 4| 3,064
Maryland 2,235 0 12 0 5 22 3 1 0 0| 2,278
Maine 1,201 0 11 0 17 1 0 2 0 0| 1,232
Michigan 6,437 1 25 0 34 37 4 19 8 0| 6,565
Minnesota 2,062 0 6 0 9 0 1 12 0 2| 2,092
Missouri 3,312 0 8 0 1 0 7 4 0 0| 3,332
Mississippi 2,423 0 0 3 0 0 2 0 0] 2,428
Montana 568 0 1 0 17 9 3 1 0 2 601
North Carolina 4718 1 6 0 33 0 0 15 0 0| 4,773
North Dakota 398 0 2 0 19 3 2 12 0 0 436
Nebraska 804 0 9 0 0 0 2 0 0 0 815
New Hampshire 557 0 6 0 5 1 1 2 0 0 572
New Jersey 3,953 2 25 0 1 0 5 0 0 0| 3,986
New Mexico 1,096 0 2 0 0 0 0 0 0 0| 1,098
Nevada 919 0 9 1 7 2 1 0 0 0 939
New York 13,824 0 104 0 38 41 11 27 0 0| 14,045
Ohio 6,153 0 34 0 10 2 1 6 0 0| 6,206
Oklahoma 2,495 0 14 0 20 0 0 18 0 0| 2,547
Oregon 2,436 0 26 0 6 24 5 3 1 1] 2,502
Pennsylvania 7,285 1 24 0 14 12 21 21 0 0| 7,378
Rhode Island 712 0 10 2 4 5 2 2 0 0 737
South Carolina 2,575 0 3 0 0 0 1 0 0 0] 2,579
South Dakota 526 0 2 0 12 17 0 4 0 0 561
Tennessee 4,074 0 15 0 8 34 2 2 0 0| 4,135
Texas 11,532 0 30 0 0 2 2 1 1 0| 11,568
Utah 861 0 8 0 1 3 0 1 0 0 874
Virginia 3,638 0 18 0 5 9 1 2 0 0| 3,673
Virgin Islands 103 1 1 0 0 0 0 0 0 0 105
Vermont 419 0 1 0 3 0 0 2 0 0 425
Washington 3,653 0 29 0 8 8 4 5 0 0| 3,607
Wisconsin 2,222 0 8 1 15 0 3 1 0 0| 2,250
West Virginia 1,819 0 0 0 7 0 0 2 0 0| 1,828
Wyoming 223 0 5 0 3 0 0 0 0 0 231
Total 162,661 11] 1,040 22 522 467 138 270 349 41(165,521
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FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS
PARTICIPATION AND FUNDING

FISCAL YEAR 2007
AVERAGE
STATE OR MONTHLY ADMINISTRATIVE TOTAL FOOD

TERRITORY PARTICIPATION FOOD COSTS 1/ FUNDING 2/ AND ADMIN.
Alaska 11 $1,218 $0 $1,218
Arizona 13,246 5,958,377 3,459,787 9,418,164
California 6,212 2,637,393 1,688,816 4,326,209
Colorado 498 206,797 181,229 388,026
Idaho 1,588 724,656 511,466 1,236,122
Kansas 361 171,080 188,844 359,924
Michigan 1,566 708,920 655,456 1,364,376
Minnesota 2,245 1,067,101 1,009,630 2,076,731
Mississippi 726 236,590 127,403 363,993
Montana 2,856 1,340,263 1,916,947 3,257,210
Nebraska 989 423,465 360,046 783,511
Nevada 1,354 601,249 454,088 1,055,337
New Mexico 3,368 1,530,013 1,249,664 2,779,677
New York 360 138,427 272,327 410,754
North Carolina 364 164,765 68,665 233,430
North Dakota 4,909 2,337,780 1,598,435 3,936,215
Oklahoma 26,274 12,115,361 6,292,352 18,407,713
Oregon 848 402,017 488,289 890,306
South Dakota 10,525 5,296,437 2,467,040 7,763,477
Utah 186 80,744 70,780 151,524
Washington 3,740 1,667,700 1,266,767 2,934,467
Wisconsin 3,767 1,696,214 1,157,652 2,853,866
Wyoming 656 311,795 184,276 496,071
AMS / FSA / PCIMS / Computer Support-----1 0 406,495 0 406,495
Undistributed (12) 10,312,259 1,346,823 11,659,082

TOTAL 86,637 $50,537,116 $27,016,782 $77,553,898

SOURCE: FPRS FNS-152 data - Food distributed to participants in fiscal year 2007.

1/ Total value of entitlement foods. Costs do not include bonus commaodities, food losses, storage and

transportation for certain items (Group A fruits and vegetables, all Group B commodities), the value of food

used for nutrition education, or the Department of Defense Regional Pilot.
2/ Administrative funding represents the total of Federal outlays and unliquidated obligations.

NOTE: These data are based in part on preliminary reports submitted by State and local agencies
and are subject to change as revisions are received. Totals reflect Federal obligations
and differ from State reported data.
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FOOD AND NUTRITION SERVICE
FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS
Quantity and Value of Commodities

Fiscal Year 2007

Indian Reservations

ENTITLEMENT COMMODITIES Pounds Dollars

SECTION 6/32 TYPE:
APPLE JUICE, CANNED 1,463,700 $444,183
APPLESAUCE, CANNED 838,350 353,468
APRICOTS, CANNED 619,651 404,767
BEANS, GREAT NORTHERN 161,280 66,692
BEANS, GREEN CANNED 794,963 295,555
BEANS, KIDNEY LIGHT 609,488 236,265
BEANS, LIMA 201,600 125,105
BEANS, PINTO 887,040 339,200
BEANS, REFRIED 550,800 195,844
BEANS, VEG 459,840 164,379
BEEF, CANNED 396,000 841,922
BEEF, FROZEN GROUND 1,797,680 2,839,798
BEEF, STEW 417,600 307,980
CARROTS, CANNED 191,700 71,711
CHICKEN, CUT UP 2,135,760 1,854,756
CORN, CANNED CREAM 328,050 122,944
CORN, CANNED WHOLE KERNEL 1,254,370 419,018
CRANBERRY-APPLE JUICE, CANNED 1,213,800 489,034
DPSC-FRESH PRODUCE* 4,586,123
EGG MIX 396,000 1,107,234
FRUIT, MIXED 728,100 444,447
GRAPE JUICE 1,377,114 578,918
GRAPEFRUIT JUICE 35,224 10,400
HAM, WATERADDED 3 396,000 608,707
LUNCHMEAT, CANNED 648,000 1,352,425
ORANGE JUICE, CANNED 2,570,400 1,219,188
PEACHES, CANNED 766,275 434,402
PEARS, CANNED 783,675 467,496
PEAS, CANNED 378,450 134,391
PINEAPPLE JUICE, CANNED 723,840 278,124
PINEAPPLE, CANNED 388,080 303,277
PLUMS, D 24 36,000 55,320
POTATOES CANNED 367,200 143,077
POTATOES, DEHYDRATED 570,000 560,551
PUMPKIN, CANNED 109,350 63,563
RAISINS 24 388,800 362,551
SPAGHETTI SAUCE 765,450 252,529
SPINACH, CANNED 373,065 178,226
SWEET POTATOES, CANNED 206,550 118,671
SYRUP 415,272 192,904
TOMATO JUICE, CANNED 641,889 166,702
TOMATO SAUCE, CANNED 860,625 276,530
TOMATO SOUP 550,250 282,669
TOMATOES, CANNED 879,505 324,801
TUNA, CANNED 405,000 709,960
TURKEY W 29 73,080 206,816
VEG MIX 300 669,308 323,558
VEG SOUP 582,306 360,205

Total Section 6/32 Type 31,406,480 $25,676,386
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FOOD AND NUTRITION SERVICE
FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS (Cont.)

Quantity and Value of Commodities
Fiscal Year 2007

ENTITLEMENT COMMODITIES Pounds Dollars
SECTION 416 TYPE:
BUTTER 205,200 $295,898
CEREAL, CORN & RICE 54,432 74,414
CEREAL, DRY CORN 158,441 206,252
CEREAL, DRY OATS 119,903 240,765
CEREAL, DRY RICE 118,800 175,394
CEREAL, WB FLAKES 65,406 94,344
CHEESE 30 LVS 2,296,800 4,152,038
CHEESE BLEND SLC 831,600 1,425,613
CORNMEAL 1,113,840 180,747
CRACKERS, UNSALTED 521,640 484,783
EGG NOODLES 714,240 408,989
FARINA 271,656 130,963
FLOUR MIX 1,256,070 695,042
FLOUR MIX, LOWFAT 630,000 390,835
FLOUR WW 385,560 85,727
FLOUR, ALL PURPOSE 5,654,880 1,138,744
MACARONI 967,200 368,565
MACARONI AND CHEESE 586,908 421,531
MILK, EVAPORATED 2,809,080 1,463,574
OATS 1,277,640 600,945
OIL, VEGETABLE 935,550 486,542
PEANUT BUTTER 737,370 625,636
PEANUTS, ROASTED 161,964 190,062
RICE, MILLED 1,218,000 341,352
SHORTENING 299,520 231,360
SPAGHETTI 1,028,400 347,002
Total Section 416 Type 24,420,100 $15,257,117
AMS / FSA / PCIMS / Computer Support $406,495
Anticipated Adjustment 9,197,118
TOTAL COMMODITY ENTITLEMENT 55,826,580 $50,537,116

Indian Reservations

BONUS COMMODITIES Pounds Dollars
SECTION 32 TYPE:
BEANS, CANNED 73,440 $26,420
BEEF, GROUND 480,000 760,023
BEEF STEW 270,000 205,647
GRAPEFRUIT JUICE 352,240 104,000
LUNCH MEAT 144,000 304,104
MIXED FRUIT, CANNED 218,700 152,881
Total Section 32 Type 1,538,380 $1,553,075
BONUS COMMODITIES Pounds Dollars
SECTION 416 TYPE:
INSTANT 2 797,472 $1,105,633
PEANUT BUTTER 77,760 67769
Total Section 416 Type 875,232 $1,173,402
TOTAL BONUS COMMODITIES 2,413,612 $2,726,477
TOTAL -- ALL COMMODITIES 58,240,192 $53,263,593
Anticipated Adjustment 0 0
GRAND TOTAL 58,240,192 $53,263,593

Source: PCIMS -- Delivery order and contract information.
DPSC-FRESH PRODUCE* includes payments made using FY07 funds (Jan - Nov bills)

and estimated Dec 07 payment.




27-26

FOOD AND NUTRITION SERVICE

The estimates include appropriation language for this item as follows (new language underscored; deleted matter
enclosed in brackets):

Child Nutrition Programs (Including Transfers of Funds):

For necessary expenses to carry out the Richard B. Russell National School Lunch Act (42 U.S.C. 1751 et seq.),
except section 21, and the Child Nutrition Act of 1966 (42 U.S.C. 1771 et seq.), except sections 17 and 21;
[$13,901,513,000] $14.455.,683.000, to remain available through September 30, [2009] 2010, of which
[$7,647,965,000] $7.925,700,000 is hereby appropriated and [$6,253,548,000] $6,529,983.000 shall be derived

1 by transfer from funds available under section 32 of the Act of August 24, 1935 (7 U.S.C. 612¢)[: Provided,
That up to $5,505,000 shall be available for independent verification of school food service claims].

The First Change deletes unnecessary language specific to the coordinated review effort.



CHILD NUTRITION PROGRAMS
Appropriations Act, 2008...........ooiiiii e $13,901,513,000
Budget Estimate, 2000........o.uiiiiiiie e et e e e 14,455,683,000
INCrease in APPIOPIIALIONL. .......ieiie ittt ettt et ettt et e et e e et s et e e e e et e eeeeaanes 554,170,000
Adjustments in 2008:

Appropriations Act, 2008 @/.........ocoiuiiiiiiiiii e $13,901,513,000

Rescission under P.L. 110-161b/...c.ovvviniiiiiiiiiiiieie e, - 96,000
Adjusted base for 2008........ouiiiiniiiiii e ee e 13,901,417,000
Budget Estimate, Current Law, 2000...........ccociiiiiiiiiiiiiii e 14,455,683.000
Increase from adjusted 2008. ...t e 554,266,000
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FOOD AND NUTRITION SERVICE

LEAD-OFF TABULAR STATEMENT AND
SUMMARY OF INCREASES AND DECREASES

a/ Excludes $9,900,000 provided by Section 739 of Division A of the Consolidated Appropriations Act, 2008.
b/ The amount is rescinded pursuant to Division A, Title VII, Section 752 of P.L. 110-161.

Summary of Increases and Decreases
(On basis of adjusted appropriation)

2008 Pay Program 2009
Item of Change Estimated Cost 1/ Changes Estimated

1. Cash Payments to States
Meal Reimbursements:
(a) School Lunch $8,118,828,000 0 $227,338,000 $8,346,166,000
(b) School Breakfast 2,367,186,000 0 155,100,000 2,522,286,000
(c) CACFP 2,286,629,000 0 100,151,000 2,386,780,000
(d) Summer Food Service Program 307,431,000 0 21,503,000 328,934,000
(e) Special Milk 15,006,000 0 -1,139,000 13,867,000

Subtotal, Meal Reimbursements 13,095,080,000 0 502,953,000 13,598,033,000
2. State Administrative Expenses 171,178,000 0 12,879,000 184,057,000
3. Commodity Procurement 602,997,000 0 35,138,000 638,135,000
4. Discretionary Activities 32,162,000 $231,000 3,065,000 35,458,000
Adjusted Appropriation 13,901,417,000 231,000 554,035,000 14,455,683,000
Rescission 2/ 96,000 0 -96,000 0
Total Appropriation 13,901,513,000 231,000 553,939,000 14,455,683,000

1/ Represents pay cost change associated with discretionary activities.
2/ Appropriated funds are adjusted to reflect a rescission of $95,844 in FY 2008 pursuant to Division A, Title VII, Section 752

of P.L. 110-161.




27-28

PROJECT STATEMENT
(On basis of adjusted appropriation)

2007 2008 Increase or 2009
Project Actual SY Estimated SY Decrease Estimated SY
1. Cash Payments to States
Meal Reimbursements:
(a) School Lunch $7,775,585,128 $8,118,828,000 $227,338,000 $8,346,166,000
(b) School Breakfast 2,228,842,422 2,367,186,000 155,100,000 2,522,286,000
(c) CACFP 2,303,732,494 2,286,629,000 100,151,000 2,386,780,000
(d) Summer Food Service Program 297,932,607 307,431,000 21,503,000 328,934,000
(e) Special Milk Program 14,224,678 15,006,000 -1,139,000 13,867,000
Subtotal, Meal Reimbursements 12,620,317,329 13,095,080,000 502,953,000 | (1) 13,598,033,000
2. State Administrative Expenses 162,843,624 171,178,000 12,879,000 | (2) 184,057,000
3. Commodity Procurement 537,056,910 602,997,000 35,138,000 | (3) 638,135,000
Subtotal, Mandatory 13,320,217,863 13,869,255,000 550,970,000 14,420,225,000
4. Discretionary Activities:
(a) Team Nutrition 9,381,761 13,269,000 31,000 { (4) 13,300,000
(b) Food Safety Education 775,218 1,991,000 9,000 | (5) 2,000,000
(c) Coordinated Review 5,212,886 5,486,000 150,000 | (6) 5,636,000
(d) Computer Support and Proc. 10,008,272 9,430,000 62,000 | (7) 9,492,000
(e) CACFP Training and Tech. Assistance 0 1,986,000 44,000 | (8) 2,030,000
(f) SNDA Data Collection/Analysis 0 0 2,000,000 { (9) 2,000,000
(g) CACFP Error Estimates 0 0 1,000,000 | (10) 1,000,000
Subtotal, Discretionary 25,378,137 32,162,000 3,296,000 35,458,000
Adjusted Appropriation 13,345,596,000 13,901,417,000 554,266,000 14,455,683,000
Rescission 1/ 0 96,000 -96,000 0
Total Appropriation 13,345,596,000 | 130 13,901,513,000 | 140 554,170,000 14,455,683,000 | 140
Proposed Legislation 0 50,000,000 -13,000,000 37,000,000
Total Available or Estimated 13,345,596,000 | 130 13,951,513,000 | 140 541,170,000 14,492,683,000 | 140

Note: Staff year figures are associated with discretionary and mandatory activities.

1/ Appropriated funds are adjusted to reflect a rescission of $95,844 in FY 2008 pursuant to Division A, Title VII, Section 752

of P.L. 110-161.
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PROJECT STATEMENT

(On basis of available funds)

2007 2008 Increase or 2009
Project Actual SY Estimated SY Decrease Estimated SY
1. Cash Payments to States:
(@) School Lunch $7,836,173,913 $8,209,848,000 $389,907,000 $8,599,755,000
(b) School Breakfast 2,228,842,422 2,367,186,000 155,100,000 2,522,286,000
(c) CACFP 2,303,732,494 2,286,629,000 100,151,000 2,386,780,000
(d) Summer Food Service Program 297,932,607 312,637,000 16,297,000 328,934,000
(e) Special Milk Program 14,224,678 15,006,000 -1,139,000 13,867,000
Subtotal, Meal Reimbursements 12,680,906,114 13,191,306,000 660,316,000 13,851,622,000
2. State Administrative Expenses 162,843,624 171,178,000 12,879,000 184,057,000
3. Commodity Procurement 537,056,910 602,997,000 35,138,000 638,135,000
Subtotal, Mandatory 13,380,806,648 13,965,481,000 708,333,000 14,673,814,000
4. Discretionary Activities:
(a) Team Nutrition 9,381,761 13,269,000 31,000 13,300,000
(b) Food Safety Education 775,218 1,991,000 9,000 2,000,000
(c) Coordinated Review 5,212,886 5,486,000 150,000 5,636,000
(d) Computer Support and Proc. 10,008,272 9,430,000 62,000 9,492,000
(e) CACFP Training and Tech. Assistance 0 1,986,000 44,000 2,030,000
(f) SNDA Data Collection/Analysis 0 0 2,000,000 2,000,000
(g) CACFP Error Estimates 0 0 1,000,000 1,000,000
Subtotal, Discretionary 25,378,137 32,162,000 3,296,000 35,458,000
Total Obligations 13,406,184,785 | 130 13,997,643,000 | 140 711,629,000 14,709,272,000 | 140
Prior Year Recoveries/Collections -278,387,943 -120,000,000 120,000,000 0
Unobligated Balance Start-of-Year -63,229,086 -229,969,000 -23,774,000 253,743,000
Unobligated Balance End-of-Year 229,968,656 253,743,000 -253,589,000 154,000
Unobligated Balance Expiring 49,558,137 0 0 0
Transfer to 12X3539 1/ 1,501,451 0 0 0
Total Adjusted Appropriation 13,345,596,000 13,901,417,000 554,266,000 14,455,683,000
Rescission 2/ 0 96,000 -96,000 0
Total Appropriation 13,345,596,000 | 130 13,901,513,000 | 140 554,170,000 14,455,683,000 | 140
Proposed Legislation 0 50,000,000 -13,000,000 37,000,000
Total Available or Estimated 13,345,596,000 | 130 13,951,513,000 | 140 541,170,000 14,492,683,000 | 140

Note: Staff year figures are associated with discretionary and mandatory activities.

1/ Transfer is made under the authority provided by P.L. 109-97, which permits CACFP audit funds that remain unused after the first year of availability

to be recovered and reallocated. The reallocated funds are available until expended for the purpose of conducting CACFP institution audits.

2/ Appropriated funds are adjusted to reflect a rescission of $95,844 in FY 2008 pursuant to Division A, Title VII, Section 752

of P.L. 110-161.
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PROJECT STATEMENT
(On basis of adjusted appropriation)

2007 2008 Increase or 2009
Permanent Appropriation Activities: Actual SY Estimated SY Decrease Estimated SY
Information Clearinghouse $250,000 $250,000 0 $250,000
Food Service Management Institute 4,000,000 4,000,000 0 4,000,000
SFSP Rural Transportation Grants 1,000,000 1,000,000 -$1,000,000 0
Grants to States (Fresh Fruit and Veg.) 9,000,000 9,000,000 0 9,000,000
Tech. Assistance Program Integrity 2,000,000 2,000,000 0 2,000,000
Grants to States (Administrative Review) 4,000,000 4,000,000 0 4,000,000
Fresh Fruit and Veg. 2-Year Funds 2/ 0 9,831,000 -9,831,000 0
Adjusted Permanent Appropriation 20,250,000 | 24 30,081,000 | 24 -10,831,000 19,250,000 | 24
Rescission 1/ 0 69,000 -69,000 0
Total Permanent Appropriation 20,250,000 | 24 30,150,000 | 24 -10,900,000 19,250,000 | 24

1/ Appropriated funds are adjusted to reflect a rescission of $69,000 in FY 2008 pursuant to Division A, Title VII, Section 752

of P.L. 110-161.

2/ Funds are provided in Division A, Title VII, Section 739 of P.L. 110-161.
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PROJECT STATEMENT
(On basis of available funds)

2007 2008 Increase or 2009
Permanent Appropriation Activities: Actual SY Estimated SY Decrease Estimated
Information Clearinghouse 250,000 250,000 0 250,000
Food Service Management Institute 4,000,000 4,000,000 0 4,000,000
Direct Certification and Verification 1,723,646 3,507,000 -3,507,000 0
Evaluation of Effectiveness (Direct Cert.) 4,483 516,000 -516,000 0
SFSP Evaluation 120 0 0 0
SFSP Rural Transportation Grants 1,305,706 1,347,000 -1,347,000 0
Evaluation CACFP 0 8,000 -8,000 0
Grants to States (Fresh Fruit and Veg.) 9,036,050 12,410,000 -3,410,000 9,000,000
Tech. Assistance Program Integrity 1,948,590 2,133,000 -133,000 2,000,000
CACFP Audit Funds - X year 1,567,331 316,000 -316,000 0
Grants to States (Administrative Review) 2,098,945 9,846,000 -5,846,000 4,000,000
Best Practices (Tech. Assistance) 34,483 1,603,000 -1,603,000 0
Fresh Fruit and Veg. 2-Year Funds 0 9,831,000 -9,831,000 0
Total Obligations 21,969,354 45,767,000 -26,517,000 19,250,000
Transfer from 125/63539 -1,501,451 0 0 0
Unobligated Balance Start of Year -19,810,579 -22,266,000 19,186,000 -3,080,000
Collections/Recoveries -2,673,365 0 0 0
Expiring Funds/Rescission 1/ 0 3,500,000 -3,500,000 0
Unobligated Balance End of Year 22,266,041 3,080,000 0 3,080,000
Adjusted Permanent Appropriation 20,250,000 | 24 30,081,000 | 24 -10,831,000 19,250,000
Rescission 2/ 0 69,000 -69,000 0
Total Permanent Appropriation 20,250,000 | 24 30,150,000 | 24 -10,900,000 19,250,000

1/ Adjusted to reflect a rescission in FY 2008 of $3,500,000 in CACFP Audit Funds carryover pursuant to Division A, Section 750 of
P.L. 110-161.

2/ Appropriated funds are adjusted to reflect a rescission of $69,000 in FY 2008 pursuant to Division A, Title VII, Section 752
of P.L. 110-161.
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Justification of Increases and Decreases

The FY 2009 request for the Child Nutrition Programs reflects a net increase of $554,266,000.

(1) An increase of $502,953,000 for meal reimbursements ($13,095.080,000 available in FY 2008).

Explanation of Change.

School Lunch Program: This program will require an increase of $227,338,000 in budget authority for an
appropriation level of $8,346,166,000 in FY 2009 ($8,118,828,000 was available in FY 2008). This level of
funding is about a 2.8 percent increase from the FY 2008 funding level and will be required to provide
reimbursement for meal service currently projected for FY 2009. Based on actual performance to date, the total
number of school lunches and snacks in FY 2009 is projected to increase by about 92.8 million over the current
estimate for FY 2008, which is about 1.7 percent more than projected for FY 2008. This increase is attributable
to the anticipated increase in the average daily participation in the program (an increase of 500,000 participants
results in approximately 90 million more meals over 180 service days during the school year). Increases in
participation are driven, in part, by the required expansion of direct certification (i.e., the use of Food Stamp
Program eligibility to determine eligibility for free meals in the School Lunch Program). Student participation
in the NSLP is continuing at about 61.3 percent of enrollment in participating schools. The current estimate for
free lunches in FY 2009 projects an increase of 1.9 percent above the level of free lunches estimated to be
served in FY 2008. Free lunches are estimated at 49.7 percent of all lunches served in FY 2009. Changes in the
reimbursement rates, reflecting increases in the Consumer Price Index (CPI) for Food Away from Home, also
contributed to the need for increased program expenditures. This request also reflects the cost of snacks served
under the after school snack program created by P.L. 105-336.

Other information: Income Eligibility

Eligibility for rates of payment in the Child Nutrition Programs is tied to family income with free meal eligibility
set at 130 percent of the Federal poverty level and reduced price meals at 185 percent. The pertinent income
levels for a family of four are shown below:

2006-2007 2007-2008
Poverty Level  School Year  School Year
100 Percent $20,000 $20,650
130 Percent 26,000 26,845
185 Percent 37,000 38,203
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PROGRAM INDICATORS

SCHOOL LUNCH PROGRAM 2007 2008 2009
PROGRAM PERFORMANCE DATA ACTUAL ESTIMATED ESTIMATED CHANGE
Lunches Served (millions):

Above 185% of poverty 2,062.0 2,120.5 2,143.8 233

130% - 185% of poverty 500.6 520.3 5313 11.0

Below 130% of poverty 2,501.1 2,588.5 2,637.9 49.4
TOTAL, Lunches 5,063.7 5,229.3 5,313.0 83.7
Average Daily Participation (millions): 30.6 31.6 32.1 0.5
Lunch Rate per meal (blended) (cents):

Above 185% of poverty 23.0 232 24.0 0.8

130% - 185% of poverty 201.1 208.2 214.8 6.6

Below 130% of poverty 2413 248.4 254.9 6.5
Snacks Served (millions):

Above 185% of poverty 9.5 9.9 10.4 0.5

130% - 185% of poverty 1.1 1.2 1.3 0.1

Below 130% of poverty 170.2 178.7 187.2 8.5
TOTAL, Snacks 180.8 189.8 198.9 9.1
Snack subsidy per meal (blended)(cents):

Above 185% of poverty 6.0 6.0 6.0 0.0

130% - 185% of poverty 325 34.0 342 0.2

Below 130% of poverty 65.7 68.2 69.4 1.2
TOTAL, Lunches and Snacks 5,244.5 5,419.1 5,511.9 92.8
TOTAL, Meal Reimbursement (millions) $7,836.2 $8,209.8 $8,599.8 $390.0

School Breakfast Program: This program will require an increase of $155,100,000 (about 6.6 percent) for an
appropriation of $2,522,286,000 in FY 2009 ($2,367,186,000 was available for FY 2008). The current estimate

projects an increase of 71.9 million breakfasts in FY 2009 (about 4.0 percent) above the 1.8 billion in the

current estimate for FY 2008. This includes a projected increase of about 49.4 million breakfasts in the free
category. The estimate of the total meals projected for FY 2009 is 1.9 billion.

Additionally, changes in the reimbursement rates, reflecting increases in the Consumer Price Index (CPI) for
Food Away from Home, contributed to the need for increased funding.
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PROGRAM INDICATORS
SCHOOL BREAKFAST PROGRAM 2007 2008 2009
PROGRAM PERFORMANCE DATA ACTUAL ESTIMATED ESTIMATED CHANGE
Meals Served (millions):

Above 185% of poverty 3324 350.3 364.3 14.0
Reduce Price, Regular 24.6 245 24.0 -0.5
Reduce Price, Severe Need 138.8 151.2 160.2 9.0

130%-185% of poverty, Total 163.4 175.7 184.2 8.5

Free, Regular 118.5 121.7 122.5 0.8

Free, Severe Need 1,097.7 1,169.1 1,217.7 48.6

Below 130% of poverty, Total 1,216.2 1,290.8 1,340.2 494

TOTAL, Meals 1,712.0 1,816.8 1,888.7 71.9

Average Daily participation (millions) 10.1 10.8 11.2 0.4
Average Subsidy Per Meal (cents):

Paid 24.1 242 25.1 0.9

Reduced Price:

Regular 101.7 105.6 108.6 3.0
Severe Need 126.8 131.7 1355 3.8

Free:

Regular 131.8 135.7 138.7 3.0
Severe Need 156.8 161.7 165.5 4.0
TOTAL, Meal Reimbursement (millions) $2,228.8 $2,367.2 $2,522.3 $155.1

Child and Adult Care Food Program (CACFP): This program will require an increase of $100,151,000 (about

4.4 percent) for an appropriation of $2,386,780,000 in FY 2009 ($2,286,629,000 was available for FY 2008).
The current estimate projects an increase of 37.3 million meals above the FY 2008 estimate, which represents an
increase of about 2.0 percent above the FY 2008 estimate for meals served in childcare centers, family day care

homes and adult care centers.

The need for additional funds is also due to a proportionally greater increase in the projected number of meals
served under the at-risk component of the program, which has a higher reimbursement rate, as well as the change

in the CPIL.
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PROGRAM INDICATORS
CHILD AND ADULT CARE FOOD PROGRAM 2007 2008 2009
PROGRAM PERFORMANCE DATA ACTUAL | ESTIMATED | ESTIMATED CHANGE
Meals Served (millions):
Centers
Above 185% of poverty 3453 355.9 366.6 10.7
130% - 185% of poverty 89.6 92.4 95.2 2.8
Below 130% of poverty 785.4 809.8 834.0 24.2
TOTAL, Centers 1,220.3 1,258.1 1,295.8 377
Family Day Care Homes Tier 1 (Low Income) 502.5 503.8 506.3 2.5
Tier 2 (Upper Income) 123.6 119.5 116.6 -2.9
TOTAL, Family Day Care Homes: 626.1 623.3 622.9 -0.4
Total Child Care Program Meals: 1,846.4 1,881.4 1,918.7 37.3
Average Subsidy per meal (cents):
Centers
Above 185% of poverty 16.1 16.3 16.8 0.5
130% - 185% of poverty 109.6 113.6 116.6 3.0
Below 130% of poverty 147.9 152.4 155.8 34
Family Day Care Homes Tier 1 (Low Income) 1/ 124.9 129.6 132.6 3.0
Tier 2 (Upper Income) 59.0 61.0 62.3 1.3
Funding:
Meal Reimbursement $2,161.2 $2,132.0 $2,229.1 $97.1
Sponsor Admin 119.9 121.2 123.1 1.9
Audits 20.4 31.2 324 1.2
Training & Tech. Assistance 22 22 22 0.0
TOTAL (millions) $2,303.7 $2,286.6 $2,386.8 $100.2

1/ Rates are a blend of all meals types.

Summer Food Service Program: This program will require an increase of $21,503,000 (about 7.0 percent) for

an appropriation of $328,934,000 in FY 2009 ($307,431,000 was available for FY 2008). The current estimate
projects an increase of approximately 3.7 million meals above the estimate for FY 2008, an increase of
approximately 3.0 percent. This increase also supports expansion of the Simplified Summer Food Program, as
required by Section 738 of Division A, Title VIl of P.L. 110-161.

PROGRAM INDICATORS

SUMMER FOOD SERVICE PROGRAM 2007 2008 2009
PROGRAM PERFORMANCE DATA ACTUAL ESTIMATED ESTIMATED CHANGE
Meals Served (millions):

Summer Food Program 120.3 123.9 127.6 3.7
Average Subsidy Per Meal (cents):

Lunch 264.0 271.0 277.0 6.0

Breakfast 151.0 155.0 159.0 4.0

Supplements 61.0 63.0 64.0 1.0
TOTAL, Meal Reimbursement (millions) $297.9 $312.6 $328.9 $16.3
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Special Milk Program: This program will require a decrease of $1,139,000 for an appropriation of $13,867,000
($15,006,000 was available for FY 2008). This decreased funding need is a result of a projected 2.4 percent
decrease in the number of halfpints served, from 89.3 million in FY 2008 to 87.2 million in FY 2009, and a
projected decrease of 6.8 percent in the Producer Price Index for milk from FY 2008 to FY 2009. The cash
reimbursement rate for needy children is adjusted annually on July 1 to reflect changes in the Producer Price
Index for fresh processed milk.

PROGRAM INDICATORS

SPECIAL MILK PROGRAM 2007 2008 2009
PROGRAM PERFORMANCE DATA ACTUAL ESTIMATED ESTIMATED CHANGE
Half Pints Served (millions):

Paid (Above 130% of poverty) 84.7 82.6 80.5 -2.1

Free (130% of poverty or below) 6.7 6.7 6.7 0.0
TOTAL, Half pints 91.4 89.3 87.2 2.1
Reimbursement Rates (cents):

Paid 14.5 17.0 17.5 0.5

Free 15.1 17.9 18.4 0.5
PROGRAM TOTAL (millions) $14.2 $15.0 $13.9 -$1.1

(2) An increase of $12,879,000 for State Administrative Expenses ($171,178,000 available for FY 2008).

3

Explanation of Change: This increase results from a rise in the estimated program obligations for FY 2007,
which is the base year for calculating the availability of funds for this program in FY 2009. An appropriation of
$184,057,000 will be needed in FY 2009 for State Administrative Expenses. Each State will receive a grant of
at least 1.5 percent of the funds expended for school programs by the State during FY 2007 with a minimum
grant of $200,000 plus non-discretionary formula funding for CACFP, which is included in the CACFP line.
Funds that are available above the basic grant will also be allocated to the States.

State Administrative Expense funds are used for State employee salaries, benefits, support services and office
equipment. The base amount of State Administrative Expenses available for allocation to States is equal to 1.5
percent of Federal cash program payments for the National School Lunch (excluding snacks), School Breakfast,
CACEFP (including snacks) and Special Milk Programs in the second previous fiscal year (i.e., FY 2007 for

FY 2009).

In FY 2008, approximately $877,000 of the $175.6 million in State Administrative Expense funds will be
applied to the FNS costs of directly operating Child Nutrition Programs in four States. Currently, FNS directly
administers the Special Milk, School Lunch and School Breakfast Programs in four States; CACFP in one State;
and the Summer Food Service Program in one State.

An increase of $35,138,000 for Commodity Procurement ($602,997,000 available for FY 2008).

Explanation of Change: An appropriation of $638,135,000 will be needed to fund commodity procurement in
FY 2009. This estimate is based on FNS receiving $465 million in Section 32 support for entitlement
commodities. The funding level for FY 2009 reflects changes in the projected commodity reimbursement rates
based on the Producer Price Index for commodities, estimated at 1.8 percent for this period (the change for the
previous year was 9.8 percent). The rate for SY 2007-08 is $0.1875, and the rate is projected to be $0.1900 for
the SY 2008-09. This ensures that commodity support is adjusted for food cost inflation and maintains a stable
base level of support for all meals. Funding is provided for commodity purchases used in the School Lunch
Program, CACFP, and the Summer Food Service Program.

Section 6(e)(1) of the Richard B. Russell National School Lunch Act requires that not less than 12 percent of the
total assistance provided under Section 4, Section 6, and Section 11 be provided in commodities. Bonus
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commodities, which become available to schools as a result of USDA market support activities, count toward

meeting the 12 percent requirement.

This provision is likely to be a consideration in managing the Child Nutrition Programs for the foreseeable
future. Trends in the relative growth of meal reimbursement rates and commodity rates, coupled with likely
continuation of low levels of bonus commodity donation, suggest that meeting the 12 percent requirement
through normal program operations may be difficult (potential shortfalls are displayed in the table below). In
the event of a shortfall, the Richard B. Russell National School Lunch Act provides for the necessary

supplementary funding from Section 32.

COMMODITY COST DATA
($ MILLIONS)
2007 2008 2009

COMMODITY PURCHASES: ACTUAL ESTIMATED ESTIMATED CHANGE
CN Appropriation:

AMS/CCC Commodities $465.0 $465.0 $465.0 0.0

Section 6 Commodities/Cash 454.0 517.1 548.2 $31.1

12 percent Commodity Floor Requirement 199.9 150.0 150.0 0.0
SCHOOL LUNCH TOTAL 1,118.9 1,132.1 1,163.2 31.1
Child & Adult Care Food Program:

Commodities/Cash 82.0 84.7 88.7 4.0
Summer Food Service Program:

Commodities 1.1 1.2 1.2 0.0
TOTAL COMMODITY COSTS 1,202.0 1,218.0 1,253.1 35.1
APPROPRIATION (SEC. 6 + CACFP + SFSP) 5371 603.0 638.1 35.1

(4) An increase of $31,000 for Team Nutrition (§13,269,000 available in FY 2008).

®)

(6)

@)

Explanation of Change. This change will support the projected spending level for this activity, which strives to
improve children’s lifelong eating and physical activity habits by using the principles of the Dietary Guidelines
for Americans and MyPyramid. Team Nutrition funds are used, among other things, to prepare and distribute
training materials and for grants to State agencies. This amount includes $19,000 to fund increased pay costs.

An increase of $9.000 for Food Safety Education ($1,991,000 available in FY 2008).

Explanation of Change. This change will support the projected spending level for this activity, which reinforces
and expands FNS’ efforts to provide Child Nutrition Program operators with continuous, effective training and
technical assistance in food safety and food defense. Food Safety funds are used to develop and distribute
training materials, provide training at all possible levels, and facilitate the implementation of food safety
requirements into the operators’ food service operations.

An increase of $150.000 for the Coordinated Review Program ($5.486,000 available in FY 2008).

Explanation of Change. This increase will support the projected spending level for this activity and provides
$143,000 to fund increased pay costs. Coordinated Review funds support FNS and State agency reviews to
assess school management of the NSLP, evaluate the accuracy of local meal service data, and provide training
and technical support to schools to ensure local program accountability.

An increase of $62.000 for Computer Support and Processing ($9,430,000 available in FY 2008).

Explanation of Change. This increase will support the projected spending level for this activity and provides
$39,000 to fund increased pay costs. Eight domestic feeding programs incorporate commodities as part of the
overall assistance provided to recipient agencies. These funds are used to support the ordering and distribution
of these commodities, which supports domestic agricultural markets in addition to providing food to the Child
Nutrition Programs.
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An increase of $44.000 for CACFP Training and Technical Assistance ($1,986.,000 available in FY 2008).

Explanation of Change. This increase will support the projected spending level for this activity, which includes
monitoring, training and providing technical assistance to State agencies on program management and oversight
in CACFP, and directly conducting additional monitoring activity, as appropriate. This amount provides
$30,000 to fund increased pay costs.

An increase of $2,000,000 for data collection and analysis for the fourth School Nutrition and Dietary
Assessment (SNDA).

Explanation of Change.: This increase provides $2,000,000 in the Child Nutrition Programs account for the
fourth School Nutrition and Dietary Assessment (SNDA) data collection and analysis. The SNDA studies are
the only source of national data on the nutritional quality of school meals, and are used to measure program
performance and effectiveness, and to target program improvements. For more information please refer to the
issue paper on page 27-39.

(10) An increase of $1.000,000 for Child and Adult Care Food Program (CACFP) Payment Error Estimates.

Explanation of Change.: This increase provides $1,000,000 to develop estimates of payment errors in CACFP.
The project would provide estimates for the two greatest potential causes of reimbursement error: (1) mistakes
in reimbursement category decisions by the organizations that sponsor family day-care homes (FDCHs) and (2)
mistaken or erroneous claims for meal reimbursement submitted by FDCH providers. For more information,
please refer to the issue paper on page 27-40.
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FNCS PRESIDENT’S BUDGET FISCAL YEAR 2009
CURRENT LAW

Child Nutrition Programs

Provide $2 million in the Child Nutrition Programs account for the fourth School
Nutrition and Dietary Assessment (SNDA) data collection and analysis.

The SNDA studies are the only source of national data on the nutritional quality of school
meals, and thus are used to measure program performance and effectiveness, and to target
program improvements. In the course of the Program Assessment Rating Tool reviews
of the school meals programs, FN'S committed to conducting a SNDA study every 5 years
to measure the progress schools are making toward meeting the National School Lunch
Program and School Breakfast Program nutrient standards.

The most recent study, SNDA-III, collected data in School Year 2004-05, and will be
released later this year. The SNDA-IV study would allow FNS to monitor school lunch
and school breakfast meals as offered to students and as served (selected) by students. In
order to reduce the cost of the study, SNDA-IV as proposed would not include the
collection of student dietary intake data collected in SNDA-I and SNDA-III (but not in
SNDA-II); while these provide important information on the impact of school meals, they
do not directly inform the performance measures for NSLP and SBP.

FNS would award the base contract in FY 2008 to adjust the research design to the
current school program operating environment, develop instruments and the OMB
package. This FY 2009 proposal would fund the data collection, analyses and report
preparation.

USDA Strategic Goal 5: Improve the Nation’s Nutrition and Health; Objective 5.1:
Ensure Access to Nutritious Food; Objective 5.2: Promote Healthier Eating Habits and
Lifestyles

FY 2009

Budget Authority $2.0
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FNCS PRESIDENT’S BUDGET FISCAL YEAR 2009
CURRENT LAW

Child and Adult Care Food Program (CACFP)

Provide $1 million in the Child Nutrition Programs account to develop estimates of
CACFP payment errors. The project would provide estimates for the two greatest
potential causes of reimbursement error: (1) mistakes in reimbursement category
decisions by the organizations that sponsor family day-care homes (FDCHs) and

(2) mistaken or erroneous claims for meal reimbursement submitted by FDCH providers.

The Improper Payments Information Act of 2002 requires all Federal agencies to
calculate the amount of erroneous payments in Federal programs and to periodically
conduct detailed assessments of vulnerable program components. In response, FNS has
developed a method to estimate improper payments due to the assignment of FDCHs by
sponsors to the incorrect reimbursement category. It provided a national estimate of the
share of homes that are in the wrong reimbursement tier and the associated dollar
payment error for 2005. This proposal would support updated estimates.

The other potentially significant source of improper payments in the CACFP is errors in
the meal claims FDCH providers submit for reimbursement. FNS is currently conducting
a pilot evaluation to determine which of four potential methods of data collection can best
validate the number and type of meals and snacks claimed for reimbursement by FDCHs
participating in CACFP. The proposal will enable FNS to implement the best method
identified and measure improper payments on a national sample of FDCHs.

USDA Strategic Goal 5: Improve the Nation’s Nutrition and Health; Objective 5.3:
Improve Nutrition Assistance Program Management and Customer Service

FY 2009

Budget Authority $1.0
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CHILD NUTRITION PROGRAMS

Summary of Farm Bill Legislative Proposals

Proposed Legislation
Budget Authority (in millions)

Proposed Legislation FY 2008 | FY 2009 | FY 2010 | FY 2011 | FY 2012 | FY 2013 | Total
Improving Program Integrity:
Limit Food Stamp Program categorical eligibility -
interaction with the National School Lunch and
School Breakfast Programs 0.0 -$16.0 -$18.0 -$18.0 -$18.0 -$18.0 | -$88.0
Promoting Healthy Diets:
Conduct school food purchase study once every 5
years 0.0 3.0 0.0 0.0 0.0 0.0 3.0
Increase fruit and vegetable purchases through the
National School Lunch Program $50.0 50.0 50.0 50.0 50.0 50.0 [ 300.0
Total, Legislative Proposals 50.0 37.0 32.0 32.0 32.0 32.0 215.0

Explanation of Proposed Legislation:

Improving Program Integrity:

Limit Food Stamp Program categorical eligibility — interaction with the National School Lunch
Program and School Breakfast Program: A change in eligibility criteria in the Food Stamp Program
(eliminating categorical eligibility for recipients of non-cash TANF services) would result in fewer children
being categorically eligible for the National School Lunch Program and the School Breakfast Program.

Promoting Healthy Diets:

Increase fruit and vegetable purchases through the National School Lunch Program: An increase in
fresh fruit and vegetable purchases for the National School Lunch Program would increase the availability
of healthful foods that contribute to a healthful diet. The fruits and vegetables would be distributed to State
agencies and schools in the same manner as commodities provided as part of a school’s commodity
entitlement.

Conduct school food purchase study once every 5 years: Funding for a study of school food purchases
every five years would help promote healthful eating by examining the type, quantity and value of foods
purchased, and procurement practices and operating characteristics of school districts and the relationship
of these characteristics to food costs.
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Food and Nutrition Service
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS AND STAFF-YEARS
2007 and Estimated 2008 and 2009

Child Nutrition

FY 2007 Staff FY 2008 Staff FY 2009 Staff

Amount Years Amount Years Amount Years
Alabama 0 0 0 0 0 0
Alaska 0 0 0 0 0 0
Arizona 0 0 0 0 0 0
Arkansas 0 0 0 0 0 0
California $1,188,751 12 $1,188,778 11 $1,188,778 11
Colorado 1,095,574 13 1,095,599 13 1,095,599 13
Connecticut 0 0 0 0 0 0
Delaware 0 0 0 0 0 0
District of Columbia 0 0 0 0 0 0
Florida 0 0 0 0 0 0
Georgia 1,125,810 13 1,125,835 13 1,125,835 13
Hawaii 0 0 0 0 0 0
Idaho 0 0 0 0 0 0
Illinois 898,976 10 898,996 9 898,996 9
Indiana 0 0 0 0 0 0
Iowa 15,313 0 15,313 0 15,313 0
Kansas 10,644 0 10,644 0 10,644 0
Kentucky 0 0 0 0 0 Q
Louisiana 0 0 0 0 0 0
Maine 0 0 0 0 0 0
Maryland 153,057 2 153,060 2 153,060 2
Massachusetts 1,184,058 13 1,184,085 13 1,184,085 13
Michigan 6,630 0 6,630 0 6,630 0
Minnesota 42,905 0 42,906 0 42,906 0
Mississippi 0 0 0 0 0 0
Missouri 105,930 1 105,932 1 105,932 1
Montana 20,045 0 20,045 0 20,045 0
Nebraska 15,619 0 15,619 0 15,619 0
Nevada 0 0 0 0 0 0
New Hampshire 0 0 0 0 0 0
New Jersey 2,760,536 21 2,760,599 21 2,760,599 21
New Mexico 0 0 0 0 0 0
New York 0 0 0 0 0 0
North Carolina 0 0 0 0 0 0
North Dakota 5,805 0 5,805 0 5,805 0
Ohio 10,618 0 10,618 0 10,618 0
Oklahoma 0 0 0 0 0 0
Oregon 0 0 0 0 0 0
Pennsylvania 77,371 1 77,373 1 77,373 1
Rhode Island 0 0 0 0 0 0
South Carolina 0 0 0 0 0 0
South Dakota 8,047 0 8,047 0 8,047 0
T 0 0 0 0 0 0
Texas 1,177,250 13 1,177,277 13 1,177,277 13
Utah 75,681 1 75,683 1 75,683 1
Vermont 0 0 0 0 0 0
Virginia 13,634,077 51 13,634,386 64 13,634,386 64
‘Washington 0 0 0 0 0 0
Wisconsin 1,617 0 1,617 0 1,617 0
Wyoming 1,500 0 1,500 0 1,500 0
West Virginia 179,441 2 179,445 2 179,445 2
American Samoa 0 0 0 0 0 0
Freely Associated States 0 0 0 0 0 0
Guam 0 0 0 0 0 0
N. Mariana Islands 0 0 0 0 0 0
Puerto Rico 92,209 1 92,211 1 92,211 1
Virgin Islands 0 0 0 0 0 0
Indian Tribes 0 0 0 0 0 0
DOD Army/AF 0 0 0 0 0 0
Undistributed 133,992 0 133,995 0 133,995 0
Total $24,021,456 154 $24,022,000 164 $24,022,000 164
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FOOD AND NUTRITION SERVICE

Child Nutrition Programs - Appropriation

Classification by Objects

2007 Actual and Estimated 2008 and 2009

(in thousands of dollars)

Personnel Compensation: 2007 2008 2009
Washington D.C. $3,649 $3,754 $3,863
Field 4,459 4,589 4,722
11|Total personnel compensation 8,108 8,343 8,585
12|Personnel benefits 1,948 1,981 2,015
13 |Benefits for former personnel 0 0 0
Total personnel compensation and benefits 10,056 10,324 10,600
Other Objects:
21|Travel and transportation of persons 1,282 1,282 1,313
22| Transportation of things 35 35 36
23.1|Rental payments to GSA
23.2|Rental payments to others
23.3|Communications, utilities, and misc. charges 156 156 158
24|Printing and reproduction 3,396 7,346 7,456
25|Other Services 11,962 12,062 12,351
25.1|Contractual Services Performed by Other Federal Agencies
25.2|Related Expenditures
25.3|Repair, Alteration or Maintenance of Equipment, Furniture or
Structures
25.4|Contractural Services - Other
25.5|Agreements
25.6]ADP Services and Supplies
25.7{Miscellaneous Services
25.8|Fees
26|Supplies and materials 732,721 733,071 744,067
31|Equipment 290 290 290
32|Land and structures
41|Grants, subsidies and contributions 12,646,287 13,233,077 13,933,001
42|Insurance claims and indemnities
43 |Interest and dividends
45|Special Payments
92|Undistributed
Total other objects 13,396,129 13,987,319 14,698,672
Total direct obligations 13,406,185 13,997,643 14,709,272

Totals may not add due to rounding.
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FOOD AND NUTRITION SERVICE
Child Nutrition Programs - Permanent Appropriation

Classification by Objects
2007 Actual and Estimated 2008 and 2009
(in thousands of dollars)

Personnel Compensation: 2007
Washington D.C. $828
Field 1,011

2008
$852
1,041

2009
$876
1,071

11

Total personnel compensation 1,839

1,892

1,947

12
13

Personnel benefits 440
Benefits for former personnel 0

447

455

Total personnel compensation and benefits 2,279

2,340

2,402

21
22
23.1
23.2
233
24
25
25.1
25.2
25.3

25.4
25.5
25.6
25.7
25.8
26
31
32
41
42
43
45
92

Other Objects:

Travel and transportation of persons 92
Transportation of things

Rental payments to GSA

Rental payments to others

Communications, utilities, and misc. charges

Printing and reproduction

Other Services 1,064
Contractual Services Performed by Other Federal Agencies

Related Expenditures

Repair, Alteration or Maintenance of Equipment, Furniture or

Structures

Contractural Services - Other

Agreements

ADP Services and Supplies

Miscellaneous Services

Fees

Supplies and materials

Equipment

Land and structures

Grants, subsidies and contributions 18,534
Insurance claims and indemnities

Interest and dividends

Special Payments

Undistributed

92

1,064

42,271

93

1,080

15,675

Total other objects 19,690

43,427

16,848

Total direct obligations 21,969

45,767

19,250

Totals may not add due to rounding.
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CHILD NUTRITION PROGRAMS

STATUS OF PROGRAM

The Child Nutrition Programs account provides funding for the following meal programs: National School
Lunch Program, School Breakfast Program, Special Milk Program, Child and Adult Care Food Program,
Summer Food Service Program, and Fresh Fruit and Vegetable Program.

Program Mission

The Child Nutrition Programs improve the diets of children in large part by providing them with access to
nutritious meals based on the Dietary Guidelines for Americans and snacks away from home. The National
School Lunch and School Breakfast Programs provide such benefits in public and private elementary,
middle and secondary schools, and in residential child care institutions. The Special Milk Program
provides fluid milk to any participating public or non-profit private school or child care institution that does
not participate in other Federally subsidized meal programs. The Child and Adult Care Food Program
provides food for the nutritional well-being of young children and adults in day care homes and non-
residential centers, and for teenagers in after school programs in low-income areas. The Summer Food
Service Program provides nutritious meals to children in low-income areas and in residential camps during
the summer months, and at other times when school is not in session. In participating schools, the Fresh
Fruit and Vegetable Program provides free fresh fruits and vegetables outside of the regular meal service to
all students. These programs are administered in most States by the State education agency. Where State
laws prohibit the State from disbursing funds to private schools and institutions, or in certain instances
where such agencies are unwilling to operate a program, FNS administers the program directly through its
regional offices.

REAUTHORIZATION

The Child Nutrition and WIC Reauthorization Act of 2004 (P.L. 108-265), which ame<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>