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Why GAO Did This Study

USDA'’s child nutrition programs serve
billion of meals annually to help ensure
that children in low-income families
have access to nutritious foods at
schools and other settings. SAE funds
are states’ primary source of federal
funds to support administrative costs
for five child nutrition programs.
Congress appropriated about $492
million to USDA for SAE in fiscal year
2024. States must contribute a
minimum amount to SAE funding each
year, which totals to about $9 million.

GAO was asked to review issues
related to the use of SAE funds for
child nutrition programs. This report
examines (1) recent trends in SAE
funds states received and how they
used the funds, (2) challenges selected
states faced in using the funds and
USDA’s efforts to address the
challenges, and (3) the extent to which
USDA monitors states’ use of the
funds to achieve agency goals.

GAO analyzed data on SAE funding
amounts from fiscal years 2019
through 2024. GAO interviewed
officials from a non-generalizable
sample of four states and conducted
site visits to two of them. States were
selected for variation in geographic
location and SAE funding amounts,
among other things. GAO also
interviewed USDA officials and four
nonprofit organizations that work on
child nutrition issues.

What GAO Recommends

GAO is making four recommendations
to USDA, including to identify changes
that would help improve SAE
allocations and processes, and to
update its guidance on SAE
requirements. USDA generally
concurred with the recommendations.

View GAO-25-106977. For more information,
contact Kathryn A. Larin at larink@gao.gov.
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USDA Could Enhance Its Management and Oversight
of State Administrative Expense Funds

What GAO Found

Each year, in accordance with a funding formula established in federal law, the
U.S. Department of Agriculture (USDA) allocates State Administrative Expense
(SAE) funds to states to support their administration of child nutrition programs,
including the school meal programs. States primarily spend SAE funds on
salaries of staff administering these programs and other expenses. SAE funding
was generally stable during the period GAO analyzed, before increasing in fiscal
year 2024. That increase was due to schools serving more meals and receiving a
higher rate for meal reimbursements in fiscal year 2022, according to USDA. The
number and rate of reimbursement for meals served in certain child nutrition
programs from 2 years earlier are key inputs in the funding formula.
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All four selected states identified challenges related to the SAE funding formula
and managing spending restrictions, among others. Officials from all selected
states said the SAE funding formula does not fully account for factors that may
increase administrative costs, such as state demographics. For example, states
with rural districts may need to spend more on travel and logistics to conduct
required oversight. States also face challenges effectively spending SAE funds
due to uncertainty regarding the total amount they will receive over the year and
the short window to spend additional funds, according to officials from all
selected states and three USDA regional offices. USDA has taken some steps to
give states more flexibility and resources but has not fully addressed several of
the identified challenges. By identifying changes that would help improve SAE
allocations and processes, including regulatory or statutory options, USDA could
better assist states in using SAE funds to administer child nutrition programs.

USDA monitors states’ use of SAE funds and compliance with grant
requirements, but its oversight has gaps. For example, its main SAE instruction
manual was last updated in 1988 and includes references to outdated policies
and procedures. USDA officials said they have not updated the guidance
because of several competing priorities, such as implementing a new federal
program during the pandemic. Without updated SAE guidance, USDA may miss
opportunities to assist states and ensure compliance with grant requirements.
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