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The Flow

1. Entitlement allocation
2. Decision to process
3. Agreement with processor 
4. Procurement takes place with RA or SDA
5. State orders commodities to processor
6. USDA purchases commodity & delivers to 

processor
7. Substitution & Processing
8. Sales, delivery, VPT
9. Monitoring & Audit



Competing for Entitlement Dollars

Who decides how 

dollars are spent?



Evaluate the State Commodity Model

How does State allocate entitlement?

How does State assess school needs?

State operating constraints?

What are the distribution fees?

State limitations on processing?

State administrative fees associated with 
processing?

What are school distribution channels? 



USDA Purchase Plan

Group A: ~ 80% total dollars spent
Fruits and Vegetables
Livestock
Poultry

Group B: ~ 20% total dollars spent
80% of Group B dollars spent on 
cheese
Other grain, oil, peanut



Processing Popularity

School Year 2006-2007

100 National Processors

106 commodity codes

5,000+ end products approved

$400-$600 Million inventory





SY0607 Processing Diversions

Commodity Pounds Dollars

Red Meat 100,314,000 $137,527,000

Poultry 171,376,000 $101,703,000

Cheese 70,086,000 $89,265,000

Other Group A 109,713,000 $14,569,000

Other Group B 26,369,000 $7,932,274

477,859,000 $350,997,000

Total 
Purchases

~ 1,190,000,000 ~ $931,000,000



Chicken Purchases (FY06)

Bulk

A521 and A522

74% chicken lbs

54% chicken $

Value-Added

Breaded & Cut-up

Fajita & Diced

25% chicken lbs

45% chicken $



Beef Purchases (FY06)

Bulk

594 Coarse

704 Combo
56% of lbs

55% of $

Value-Added

608 Fine Grind
31% of lbs & $

Patties (4 types)
9% of lbs

9.5% of $



Other Group A

$50M of total dedicated to DOD Fresh

87M lbs of processed is bulk potatoes ~ $6M

4.5M lbs bulk tomato at $1.8M

Pounds Dollars

Processed 109M $14M

Total 
Purchases

477M $223M





FY06 F&V Purchases

Commodity Pounds Dollars

Peaches 50,345,000 $28,555,000

Pears 49,428,000 $24,170,000

Green Beans 30,150,000 $10,538,000

Tomato Products
(excluding bulk)

45,895,000 $15,263,000

Apples 25,083,000 $9,274,000



Other Group B

Processed lbs & $ DO NOT include cheese

Pounds Dollars

Processed 26M $8M

Total 
Purchases

268M $237M



FY07 Group B Purchases

Lbs Purchased
(FY06)

Lbs  Processed
(SY07)

Cheese 146.8M 70M

Flour 55.9M 12.2M

Peanut Butter 14.3M 3.9M

Oil 25.7M 1.9M

Pasta 10.8M 0

Rice 6.7M 42,000 lbs





The Flow

1. Entitlement allocation
2. Decision to process
3. Agreement with processor 

4. Procurement takes place with RA or SDA



New Federal New Federal 
Procurement Rules 7 Procurement Rules 7 

CFR 210CFR 210

Lynn Rodgers
USDA FNS 

Child Nutrition Division

Monday 9:15 am



The Flow

1. Entitlement allocation
2. Decision to process

3. Agreement with processor 
4. Procurement takes place with RA or SDA

5. State orders commodities to processor





Processing Agreements

Multi-State Processors

1) National Processing Agreement (NPA)

In-State Processors
2) State Master Agreements

3) State Agreements

4) Recipient Agency Agreement



WHY NPA?

ADMINSTRATIVE EASE
Perpetual !

For  State 
National EPDS approval
Less paper
Federal clearance may streamline State clearance 
No more Bond monitoring

For the Processor
Standardizes agreement 
Streamlines clearance – less paper to State 
A single bond



National Processing Agreement

DOES NOT

Eliminate bidding/procurement by SDA/RA

Specify delivery and billing terms

Specify value-pass-thru method

Coordinate truck loading or commodity ordering

Monitor State inventory draw-downs
Verify minimum yield/return met

Monitor acceptability or field complaints



End Product Data Schedules

Under the NPA 
AMS

Poultry - All GMR PY and SY PY

Livestock - All GMR LS and GR LS

FNS – Everything else!

Under State or RA Agreements
AMS

Poultry – All SY

Livestock - GR and GMR

State – Everything else, including GMR PY



Approved Processors

Approving 
Agency

Commodity Number of 
Processors

FNS FDD Cheese 43

Fruit & Veg 27

Grain 15

Oil 11

Egg 8

AMS MCG Beef & Pork 17

AMS PY Grading Chicken & Turkey 11





EPDS Approval Timeline

November 15 – December 28: existing  SEPDS 
updated with new commodity file price and email 
to the processor

No EPDS approved until all SEPDS have been 
updated with new value



EPDS Approval Timeline

Mid-March: Last day to submit EPDS/SEPDS 
additions or revisions for the current year

NO EXCEPTIONS



EPDS Approval Timeline

Mid-March - June 1: All processors are assigned 
a specific week when additions, deletions, and 
formulation changes  can be made to next year’s 
SEPDS



EPDS Approval Timeline

Mid to late March: Bond letters mailed

End of May: Bonds are due



EPDS Approval Timeline

June 1 - July 31: EPDS/SEPDS additions or 
changes NOT accepted

NO EXCEPTIONS

August - March: Changes to the existing SY 09 
SEPDS



EPDS Approval Process

How to get what you want faster?

Plan ahead

Batch EPDS

Double check your work

Know deadlines

Submit during designated dates



• Do not send EPDS to a specific person

• EPDS are approved in the order received





Summary End Product Data Schedule

1)SEPDS A – Commodity with fixed draw down
100% Yield
Standard Yield
Guaranteed Return

2)SEPDS B – Guaranteed Minimum Return

3)SEPDS C – hybrid of A &B



Commodity Value

November 15 Commodity File
Used to determine:

Refunds or discounts
Value of surety bond, escrow or LOC
Costs of replacement for production or commodity losses
Failure to meet GMR

NDM is price support value

Cheese is CME 33-month average



$1.00
$1.05
$1.10
$1.15
$1.20
$1.25
$1.30
$1.35
$1.40
$1.45
$1.50
$1.55
$1.60
$1.65

19
80

 
19

81
 

19
82

 
19

83
 

19
84

 
19

85
 

19
86

 
19

87
 

19
88

 
19

89
 

19
90

 
19

91
 

19
92

 
19

93
 

19
94

 
19

95
 

19
96

 
19

97
 

19
98

 
19

99
 

20
00

 
20

01
 

20
02

 
20

03
 

20
04

 
20

05
 

20
06

 
20

07
 

Average Prices for Barrel Cheese



SY06/07 Bulk Tomato Paste

0

200,000

400,000

600,000

800,000

1,000,000

1,200,000

1,400,000

1,600,000

9/3
0/2

00
6

10
/15

/20
06

10
/31

/20
06

11
/15

/20
06

11
/30

/20
06

12
/15

/20
06

1/1
5/2

00
7

1/3
1/2

00
7

2/2
8/2

00
7

6/1
5/2

00
7

Delivery Period

Po
un

ds

$0.25

$0.27

$0.29

$0.31

$0.33

$0.35

$0.37

$0.39

$0.41

$0.43

$0.45

A
ve

ra
ge

 $
/L

b.

Value-Pass-Through for Processing

Average $ / Lb.



$1.0000

$1.1000

$1.2000

$1.3000

$1.4000

$1.5000

$1.6000

$1.7000

$1.8000

July Aug Sept Oct Nov Dec Jan Feb March Apr May June

B077

B049

SY0607 Bulk Cheese Avg. Purchase Price

Value-Pass-
Thru



The Flow

1. Entitlement allocation
2. Decision to process
3. Agreement with processor 
4. Procurement takes place with RA or SDA
5. State orders commodities to processor

6. USDA purchases commodity & 
delivers to processor



Receiving Commodity

Direct diversion

Backhaul
May not be commodity

Review State SPA

Single inventory

If not commodity
Do not add to State inventory

Not substitutable

Do not “cash out”



Commodity Complaints

How to complain & to whom?

1. State that diverted commodity

2.FDD Program Support Branch

- Rosalind.Cleveland@fns.usda.gov

703.305.2662

- NPA@fns.usda.gov



The Flow
1. Entitlement allocation
2. Decision to process
3. Agreement with processor 
4. Procurement takes place with RA or SDA
5. State orders commodities to processor
6. USDA purchases commodity & delivers to processor

7. Substitution & Processing
– Full
– Limited
– Non

– 100% Yield
– GMR
– SY
– GRO



Full Substitution

All commodities, except beef, pork & poultry

Choice not a requirement

Commercial for commodity
Same generic identity

Equal or better quality

Domestic origin

100% Yield or Standard Yield



Limited Substitution

• Requires FNS and AMS approved plan

• Choice not a requirement

• Limited to bulk poultry & poultry parts 
delivered by USDA vendors

• Commercial for commodity
o Same generic identity

o Equal or better quality

o Domestic origin

• GMR or SY



Non - substitution

Generally beef & pork
• FNS & AMS approved substitution plan
o Same generic identity
o Equal or better quality
o Domestic origin

• Processors currently “substituting” are 
commingling commodity

• Commodity for commodity for inventory 
control and flexibility

May also be other commodities



100% Yield

Fully Substitutable

The Concept:
Processor must return 100% of the DF received back to 
contracting agency in the form of finished end products

Processor must add equivalent commercially 
purchased food to make up the manufacturing loss

Fixed draw down per case



Guaranteed Minimum Return

“Substitutable” or non-substitutable

Poultry or Red Meat

The Concept:
It is the minimum amount of finished end 
product that is to be returned to the DA/RA 
based on the amount of raw DF supplied to the 
processor



Standard Yield

Full Substitution – Fruits & Vegetables
Limited Substitution - Poultry
The Concept:

Best for foods with high manufacturing losses
Productions variables eliminated or replaced with 
fixed values
Guaranteed cases and draw down per case



Guaranteed Return

Commingling of red meat

Process Certification Control Program (PCCP)

The Concept:
Processor guarantees a fixed number of cases 
will be produced using a fixed amount of meat

Guaranteed (average) yield = fixed draw down



The Flow

1. Entitlement allocation
2. Decision to process
3. Agreement with processor 
4. Procurement takes place with RA or SDA
5. State orders commodities to processor
6. USDA purchases commodity & delivers to processor
7. Substitution & Processing

8. Sales, delivery, VPT



Passing the Value

Direct
Sales made directly 
from the processor to 
the State or school

Indirect
Sales are made from the 
processor to a commercial 
distributor

Refunds
School pays gross price and 
requests reimbursement from 
processor for commodity value 
contained in purchased products

Discounts
Net price paid by school

Type of Sales

Method for Passing the Value



Refund Sales

Direct Refund

Processor invoices RA at 
gross commercial price

RA applies for a refund

Indirect Refund Sale

Processor sells 
commercial to 
distributor

Distributor sells 
commercial to RA

RA applies for refund

Inventory is reduced when processor pays the refund



Discount Sales

Direct Discount
Processor bills RA net 
price
Inventory reduced when 
RA billed

Indirect Discount
“Hybrid”
Processor sells 
commercial to 
distributor, who sells net 
to RA
Distributor applies for 
refund from processor
Inventory reduced when 
refund is paid

Requires Sales Verification



Indirect Sales Discount

Net Off Invoice - NOI

Variation on Hybrid System

Nationally approved VPT…

BUT State determines if allowed

Concept:  Distributor sells to the recipient at the 
net price and then uses a velocity report as a 
rebate application

Inventory reduced when processor receives 
velocity report



NOI – Considerations

• Is NOI good for the State?

• Impact on State warehousing?

• Is NOI good for the schools?

• Will delivery costs for non-processed 
commodities increase?

• Are local distributors automated?

• Do you have resources to focus on and manage 
NOI? 



Fee-for-Service

Traditionally meat and poultry

Price per pound or case

Represents processor’s cost of ingredients and other 
costs incurred in the conversion of the donated food 
into the end product

The fee could be:
FOB Plant

FOB Destination

Delivered

Inventory reduction occurs upon billing RA or DA



FFS Thru a Distributor

FD-025

Written assignment  for distributor as billing 
agent

Written disclosure of fees to RA

Distributor bills total case price

Processor provides distributor a list of RA case 
allocations



The Flow

1. Entitlement allocation
2. Decision to process
3. Agreement with processor 
4. Procurement takes place with RA or SDA
5. State orders commodities to processor
6. USDA purchases commodity & delivers to 

processor
7. Substitution & Processing
8. Sales, delivery, VPT
9. Monitoring & Audit



State Monthly Performance Reports



Substitutable 
Commodity MPR

(Old Version)

100% Yield

Standard Yield 
F&V



Substitutable 
Commodity MPR

(New Version)

100% Yield

Standard Yield 
F&V



Substitutable 
Commodity MPR

(New Version)

100% Yield

Standard Yield 
F&V



Yes, Poultry is substitutable

DO NOT use substitutable 
MPR for GMR Poultry 









• ONLY to be used for Standard Yield Poultry

• DO NOT use for GMR Poultry









National Monthly 
Performance Report





FNS NMPR Review

Mark 
Crewdson



National MPR

Use the template

Do not change, customize,          
or reformat

                       

Check your numbers

Update the Month/Year                         
certification date

Include explanation for  
transfers or revisions



All MPRs

250.30(m)

NPA Article 15

ACDA templates

Postmarked no later than the final day of 
the month following the reporting period

Final report no later than 60 days



What do we do with MPRs?

State monitors inventory on MPR

Processors should only draw down what 
was produced & delivered

Six month inventory limit

Request destination changes

“Paper transfer” between processors

Understand State policies



Avoid

Excess Inventory
Carryover inventory
Deliveries late in the school year
States/processor/school failing to monitor flow
Schools failing to use inventory
Schools failing to apply for rebates

Negative Inventory
Often due to food order delays
Stop selling at a discount
Offset negative inventory upon receipt
No guarantee of replacement



Managing Commodity 
Allocations &Inventory

MONDAY 

8:00 AM



Contact Us

FNS General Commodity Inquiries
FDD-PSB@fns.usda.gov

FNS Commodity Processing Inquiries
NPA@fns.usda.gov

Sherry Thackeray, USDA FNS Processing 
Initiatives Team

Sherry.Thackeray@fns.usda.gov
703.305.2652



Processing 4 Processing 4 
ProcessorsProcessors

Questions?



Commodity Distribution through a 
Commercial Distributor

Challenges & Opportunities
Is it worth it?

Pam Fleming
Director, Education Sales

Fox River Foods, Inc.
Montgomery, Illinois



RA

What does it take?

Time and personnel to understand & 
implement the systems in order to deliver the 
products the RA’s want, when they want them.

• Attendance at conferences for training…ACDA, SNA, LAC, 
Commodity Tastings etc

• Additional personnel to manage the mechanics

• Integration of additional processors who offer value to the 
schools

Commitment



Indirect Discount Through a Distributor 
(Hybrid/Net Off Invoice) 

Labor intense for distributor. 

Important to receive CFV and bank info for districts 
in a timely manner in order to have loaded before 
the first order ships. 

Product storage simple; can be sold to anyone

What does it take?

Understanding the systems



Sometimes referred to as Modified Fee For 
Service

Processor bills distributor fee for service 
only, distributor adds delivery fee so RA 
only receives one invoice

Fee For Service 

Through a Distributor



Product must not be integrated into the normal 
storage and distribution system in the distributors 
warehouse. Needs to be kept separate and only 
delivered to the appropriate school districts.

RA will receive two invoices, one from the 
processor for the fee for service and one from the 
distributor for the delivery fee

Distributor never takes ownership of this product

Fee For Service



Distributor will have additional 
processors and SKU’s

Potatoes

4 Processors

82 different slots 

Service ~ 360 school districts

Challenges











Bid pricing confusion
Be clear when giving us a bid price. Should be a 
commercial price, not netted out for Indirect 
Discount

Bid awards/Bank Assignments
We need timely communication when banks are 
moved. Only one distributor should hold the bank 
for a district

Challenges



Additional Volume
Reprocessed commodities are an opportunity 
for additional sales no matter what the system

Distributor will no longer have the spikes in 
items that we once did with the old way of 
handling commodities

If the Distributor handles commodities systems 
well, there are many opportunities for new bids

Opportunities



Absolutely……….for the Distributor that is 
dedicated to the school segment and in it 
for the long term
We all need to take responsibility for our 
piece of the puzzle.
THE PARTNERSHIP BETWEEN 
PROCESSOR, DISTRIBUTOR AND RA 
SHOULD BE MUTUALLY BENEFICIAL

Is it worth it for a Distributor?



Questions?



Wrap Up

Questions?



To be continued

At the bar…
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