
WELCOME! 

2018  SUPER CO-OP TRAINING 
VISALIA OCT. 3  DIXON OCT. 4  

    POMONA OCT. 10  ANAHEIM OCT. 11 





IMPORTANT DATES 

November 16, 2018 

New Member Applications due for SY 2019-20  

(Application packet available on website under Lead Agency 

Updates section) 

 

December 7, 2018 

Renewal Contracts due for SY 2019-20 

 

December 15, 2018 

Last day to change USDA Foods delivery method 

  

January 9, 2019 

South Food Show & Annual Meeting 

Pomona Fairplex 

  

January 24, 2019 

North Food Show & Annual Meeting 

Modesto Centre Plaza 

 



IMPORTANT DATES 

March 2018 

SY2019-20 Entitlement Surveys 

 

May 5-8, 2019 

American Commodity Distribution Association (ACDA)  

Annual Conference – Niagara Falls, NY 

 

Governing Council Meeting Dates: 

September 19, 2018 

November 28, 2018 

February 20, 2019 

April 17, 2019 

May 29, 2019 



USDA Foods 
from the Field to 
Your Warehouse 



USDA Foods Program 
The USDA Foods Program is coordinated by the USDA’s Food 
and Nutrition Services (FNS) Department with the purchasing 
support of the USDA’s Agricultural Marketing Service (AMS) 
and administered by the State Agency. 
 
The purpose of the program is to support American agriculture 
through the purchase of domestically produced foods. The 
USDA purchases over 2 billion pounds of food annually costing 
nearly $2 billion. 
 
 



Entitlement 
Entitlement monies are provided 
to school districts based on your 
district’s Total Lunches Served. This 
includes all lunches - free, reduced, 
and paid.  
 
Entitlement monies equal 
approximately 15% to 20% of your 
district’s raw food spend and can 
equal 30% or more of your total 
food budget with effective 
planning.  



Planned Assistance Level 

How Entitlement is Distributed Throughout the 
School Year 

Value of Donated Foods 

12% Provision 

Annual Reconciliation 



Direct Delivery 
(aka Brown Box) 
Direct Delivery includes 
minimally processed 
ready-to-eat foods. 
Examples include: canned 
and frozen fruits and 
vegetables, cheese, 
protein products, dried 
fruit, oils, and nuts. 

Bulk USDA 
Foods for 
Processing 
Bulk USDA Foods can be 
diverted to Approved 
USDA Processors for 
processing into processed 
end products. Examples 
include: burritos, chicken 
patties, shredded beef, 
muffins, etc. 

DOD Fresh Fruit 
and Vegetable 
Program 
The DOD Program allows 
schools to purchase 
domestic fresh fruits and 
vegetables through a 
local produce vendor. 

Unprocessed Fruit 
and Vegetable 
Pilot 
The Unprocessed pilot 
allows schools to purchase 
fresh fruits and vegetables 
through USDA Approved  
vendors. Vendors include 
direct purchase from farms, 
produce aggregators, and 
distributors.  

How to Use Your Entitlement Monies 



How do USDA Foods get to your 
District? 

USDA (FNS/AMS) 
USDA releases the USDA 
Foods Available List and 
releases the USDA 
Catalog through WBSCM 

State Agency (CDE) 
CDE provides the annual 
entitlement values, USDA 
Foods Available, and the 
USDA Foods Catalog 
through WBSCM 

Super Coop 
(Administration) 
Super Coop distributes 
entitlement, creates the 
annual USDA Foods 
Request Forms, creates 
truckload requests, and 
submits requests to the 
CDE through WBSCM 

Super Coop  
(Member District) 
Super Coop Members 
decide what USDA Foods 
they plan on using and  



How Requests Become Truckloads 



The USDA Foods Procurement Process 



The USDA Foods Awarded Vendors 



USDA Foods – Annual Purchases 

• USDA Purchases over 2 
billion pounds of USDA 
Foods annually.  

• The primary purchases 
include fruits and 
vegetables 



Where does USDA Purchase their 
Foods From? 

USDA Purchases in FY 2016 – totaled over $487M 
into the California economy! 



USDA – BMI Project 
Collaboration between USDA –AMS and FNS to re-design 
business processes to better support the needs of internal 
and external stakeholders. This includes a review of all 
processes that support the ordering, procurement, delivery, 
inventory management, and payment process for USDA 
Foods.  
 

USDA Business Management Improvement 



Questions? 



N 

E 

S 

W 



Gold Star Foods Website 
Provides members the ability to manage and order their 

direct delivery USDA Foods, view inventory, and identify 

the timing of extended storage fees. 

Super Co-op Program Management Website 
 

Provides information for the daily management of members USDA Foods 
Program; entitlement usage, available pounds, program expenditures, 

annual reports, and annual survey information 

Super Co-op Public Website 
Provides information from the Lead Agency regarding 

updates, policies, member information, and  important 

dates 

Navigating the Super Co-op Websites 



www.Super-Coop.Org 



Super Coop Member Tools 

Super Co-op Brown Box Storage Policy 

Super Co-op Approved Distributor List 

Super Co-op Member Handbook 
 

N 

E 

S 

W 

Super Co-op FAQ’s 
 



Steps to being a Successful  
Super Coop Member 

N 

E 

S 

W 

Complete your 

Survey 
 

Your annual 

entitlement survey 

is the first step to 

spending all your 

entitlement monies 

Complete your 

CNIPS Contract 
 

Mandated by the 
CDE, if you do not 

complete your 
CNIPS contract, 

your district will not 
be allows to spend 

your $. 

Conduct Proper 
Procurement 

 

Members need to 
understand what 
procurement the 

Super Coop 
completes on your 

behalf and what 
procurement you 

are required to 
conduct 

Use all your 

Entitlement 
 

Seriously – why 

wouldn’t you?  

Validate your 

Purchases 
 

Validating 

purchases 

ensures that you 

are receiving the 

full value of all 

USDA Foods. 

1 2 4 3 5 



www.online.Super-Coop.org 



Super Coop Annual  
Entitlement Expenditure Request 

Program Management Begins Here! 



Department of Defense Fresh Fruit and Vegetable Program 



DOD Program - Expenditures 



Unprocessed Fruit and Vegetable Pilot 



USDA Foods – Direct Delivery 



USDA Foods – Received and Shipped Detail 

Direct Delivery value is not realized until it’s received 
at your district. 



USDA Direct Delivery – Pending Allocations 



USDA Direct Delivery - Cancellations 



www.online.goldstarfoods.com 



Direct Delivery – Live Inventory 



Direct Delivery – Extended Storage 



Processed USDA Foods 



Super Coop Single Bank –  
Processed USDA Foods 

To receive pass through value 
– Super Coop members must 
ensure that the processor has 

available pounds and the 
district has entitlement 



Validating Processor Transactions 



Overall Program Management 



Annual Entitlement Expenditure Report –  
aka Auditors Report 



GETTING THE BEST VALUE  
FROM YOUR  

ENTITLEMENT DOLLARS 

S U P E R  C O - O P  O C T O B E R  2 0 1 8  



IT’S NOT FUNNY MONEY 



USDA FOODS ENTITLEMENT 

• Annual entitlement dollars 

• “Planned Assistance Level” 

• “Purchase” USDA Foods (aka commodities) 

• Federal Assistance Level  x  Total 
Reimbursable Lunches Served (TLS)  
• 2018-19 Rate $0.3425 

• Example:  1,500,000  TLS  x  $0.3425 = $513,750 

• Updated in November when prior year TLS is 
finalized 

• Only an ASSET when it’s used! 



TREAT IT LIKE REAL MONEY 

Changes to CSAM effective SY2016-17 

• LEAs to record USDA Foods value received 

as income 

• Object Code 8221 

• Corresponding expense (Food 4700) 

• Typically during unaudited actuals process 

• Can be included in indirect cost charges 



USDA FOODS VALUE TO YOUR 
MEAL PROGRAMS 

• USDA says 15 – 20 % of food cost 

 

 

 

 

 

Santa Clarita Valley SFSA 

Annual food expenses $2,306,646 

USDA Foods entitlement   +  $665,694 22.4% 

Total food expenses $2,972,340 

USDA Foods related expenses 
(processing charges, fee for service, etc.) 

$590,369 

USDA Foods entitlement +  $665,694 Actual 

Total USDA Foods related 

expenses 
$1,256,063 42.3% 



USDA FOODS VALUE 

• Average Price File – Material pricing 
• Published on November 15th each year 

• Price per pound or unit 

• Used to determine (estimate) Value Pass Through for 

next year 

• Average price over previous 12 months 

• Can fluctuate based on actual purchase price from 

vendor 



MARKET FLUCTUATION 

• Products cancelled – market availability 

• Drought conditions 

• Recalls/plant closures 

• Purchase prices lower or higher 

 



USDA  FOODS DISTRIBUTION 

• Direct Shipment 

• State Distribution Center 

• State Cooperative 

• Private Cooperative 



USING YOUR ENTITLEMENT $ 

OPTIONS! 

• Direct Delivery (brown box) 

• Diversion to Processors  

• Department of Defense 
(DoD) Produce 

• Pilot Project for Procurement 
of Unprocessed Fruits and 
Vegetables (requires 
application) 



NATIONAL ORDERING AVERAGES 



COSTS ASSOCIATED WITH USDA FOODS 

• State administrative fees  

• 90¢ per case/unit 

• Storage fees 

• Delivery fees 

• Processing fees 

• Co-Op Fees 



DIRECT DELIVERY USDA FOODS 
(AKA – BROWN BOX) 

• Minimally processed 

• Ex: raw ground beef, canned peaches 

• Value added items 

• Ex: chicken fajita, applesauce cups 

• Fruits, vegetables, meat/protein, dairy, 
grains 

• Foods available list published annually 

• All products meet Buy American 
Provision 



DIRECT DELIVERY USDA FOODS 
CONSIDERATIONS 

• Equipment available 

• Delivery and storage capabilities 

• Quality – consistency of product 

characteristics  

• Customer acceptability 

• Food safety 



DIRECT DELIVERY MANAGEMENT 

• Don’t exceed amount 
needed for 6 months 

• Follow Storage Policy 
• 6-month shelf life items 

• All others 

• Extended storage fees 
• Adds to cost of goods 

• Manage order and 
delivery on Gold Star 
Foods Live Inventory 

 



DIRECT DELIVERY MANAGEMENT 

 

 

 

 

 

• Manage order and 

delivery on Gold Star 

Foods Live Inventory by 

Lot 

 





DIRECT DELIVERY MANAGEMENT 

• Important! 
• Return any Direct Delivery product delivered in 

error by Gold Star Foods 

• If not on your Live Inventory, it’s not yours! 

 

 



DIRECT DELIVERY USDA FOODS 
CONSIDERATIONS 

• Equipment available 

• Delivery and storage capabilities 

• Quality – consistency of product 

characteristics  

• Customer acceptability 

• Food safety 



CALCULATE ACTUAL COST OF 
DIRECT DELIVERY USDA FOODS 

• Entitlement value 

• State Administrative Fees 

• Storage cost 

• Delivery fees 

• Co-Op fees 



CALCULATE ACTUAL COST OF 
DIRECT DELIVERY USDA FOODS 

Item 
Description Pack 

WBSCM 
ID 

Entitlement 
Value 

State 
Admin. 

Fee 
Delivery 

Fees 
Co-Op 

Fees 
Total 
Cost 

Commercial 
Price 

Applesauce, 
unsweetened 

6/#10 
cans 

110541 $18.19     + $0.90   + + = $23.50 

Chicken fajita 
strips, dark 

6/5# 
bags 

100117 $50.27 $0.90 $94.10 

Turkey taco 
filling 

6/5# 
bags 

100119 $54.17 $0.90 $67.78 

Rice, brown, 

parboiled 

25# 

bag 
101031 $7.60 $0.90 $12.50 

Cheese, 

cheddar, 

shredded 

6/5# 

bags 
100003 $59.59 $0.90 $75.18 

COMPARE 



USDA FOODS FURTHER PROCESSING 

• Contract with commercial food processors to 
convert raw or bulk USDA Foods into a variety of 
ready-to-use end products 

• Expands variety of products schools can get 
with USDA Foods entitlement dollars 

• Reduce labor costs for food preparation 
• Ready-to-serve center of the plate items 

• Increase food safety by eliminating handling of 
raw products 

• Be selective – not all processed items cost less 
than commercial 



CALCULATE ACTUAL COST OF 
PROCESSED USDA FOODS 

• Entitlement value 

• State Administrative Fees 

• Processing Cost 

• Storage cost 

• Delivery fees 

• Co-Op fees 





SEPDS 



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 

Drawdown = 53.75 pounds @ $2.1943 per pound = 
$117.94 

Servings per case  =  180 

Entitlement VALUE per serving  =  $0.6552  



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 

State Administrative fee  =  53.75lbs/60lbs = 0.8958 

case * $0.90 = $0.7167 /case 

Processing fee for service  =  $35.44 = $0.1968  per 

serving 

Delivery Fee?     Co-Op fees?     Storage fees? 



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 

Cost per serving 

Entitlement VALUE    $0.6552  

State Administrative fee    $0.0040 

Processing fee for service    $0.1968 

Delivery Fee    $0.0236  

Total      $0.8796      

Co-Op fees?     Storage fees? 



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 

• Your bid price 

• Commercial price $119.14 = $0.6619 each 



USDA FOODS COST ANALYSIS TOOL 

• http://www.fns.usda.gov/usda-foods/usda-foods-

toolkit-child-nutrition-programs  

 Modify 

to 

current 

year 

value 



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 

Example:  Charbroil beef patty 



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 

 

Example:  Chicken patty & nuggets 



CALCULATE ACTUAL COST OF 
PROCESSED GOODS 

 

Example:  Mashed potatoes 



DOD FRESH PRODUCE 

• Entitlement dollars – buy fresh produce 

• Flexibility for use of entitlement 

• Easy ordering and funds tracking 

• May or may not be local foods 

• All meet Buy American Provision 



DOD FRESH PRODUCE 
CONSIDERATIONS 

• Access to good quality reasonable priced 
produce? 

• Do you have a better or local source? 

• How will you use the product? 

• Can you take weekly deliveries? 

• Order on FFAVORS website 

• Delivery direct from state contractor or 

private distributor 

• Evaluate effective use of entitlement funds 

• Move entitlement funds in & out of program 

 



VALUE/COST OF DOD FRESH 
PRODUCE 

• Entitlement value 

• State Administrative Fees 

• Storage cost 

• Delivery fees 

• Co-Op fees 



VALUE/COST  
OF DOD FRESH PRODUCE 

Item Pack 

DoD 

Price 

State  

Admin.  

Fee 

Delivery 

Fees 

Co-Op 

Fees 

Total 

Cost 

Commerci

al Price 

Apples 
125 ct $37.50+ $0.15  + + = $21.30 

Oranges 138 ct $19.19 $0.15 $15.70 

Baby 

Carrots 
100/2.6 

oz. 
$22.11 $0.15 $17.81 

Broccoli 

florets 4/3 lb. $20.91 $0.15 $21.48 

COMPARE 



PILOT PROJECT FOR PROCUREMENT OF 
UNPROCESSED FRUITS AND VEGETABLES 

• 2014 Farm Bill funding 

• 8 state pilot project 

• Approved vendors 

• Apply to participate 

• Limited products 

• Higher probability of 
local 

• Farm to school 



PILOT PROJECT FOR PROCUREMENT  
OF UNPROCESSED FRUITS AND 
VEGETABLES CONSIDERATIONS 

• Access to good quality reasonable priced 
produce? 

• Do you have a better or local source? 
• How will you use the product? 

• Access to Pilot Project approved vendor? 

• What products are available from 
accessible vendor? 

• USDA pays supplier directly for cost and 
delivery 

• Evaluate effective use of entitlement funds 



VALUE/COST OF PILOT PROJECT  
FOR PROCUREMENT OF UNPROCESSED  

FRUITS AND VEGETABLES 

• Entitlement value 

• State Administrative Fees 

• Storage cost 

• Delivery fees 

• Co-Op fees 



VALUE/COST OF PILOT PROJECT  
FOR PROCUREMENT OF UNPROCESSED  

FRUITS AND VEGETABLES 

Item Pack 

Pilot 

Project 

Vendor 

Cost 

State 

Admin. 

Fee 

Delivery 

Fees 

Co-Op 

Fees 

Total 

Cost 

Commercial 

Cost 

Nectarines Case + $0.15  + + = 

Romaine Case $0.15 

Kiwi Case  $0.15 

Watermelon Tote $0.15 

COMPARE 



ACTIVITY 

• What USDA Food or program 

feature provides the “Best 

Value” to your program and 

why? 

• Discuss in your groups – share 

out at least one BRIGHT idea! 

 



USDA FOODS BEST VALUE 

• Plan 

• Compare  

• Know your entitlement value 

• Spend wisely 

• Spend 100% of entitlement 

• Invest in storage facilities – work on building 

infrastructure 

• Monitor processing Value Pass Through  



WHY IS THIS ALL SO IMPORTANT? 

• Not all savings are equal 

• Some things are cheaper commercial 

• You must decide the best VALUE for your 

program 

• BE SURE to confirm CREDITS and/or 

REBATES when processing! 

 



QUESTIONS & DISCUSSION 



MAXIMIZE THE USE OF  
USDA FOODS ON YOUR MENU 

S U P E R  C O - O P  O C T O B E R  2 0 1 8  



USING YOUR ENTITLEMENT $ 

• OPTIONS! 

• Direct Delivery (brown box) 

• Diversion to Processors  

• Department of Defense 
(DoD) Fresh Produce 

• Pilot Project for 
Procurement of 
Unprocessed Fruits and 
Vegetables 



BEST PRACTICES  
FOR DIRECT DELIVERY USDA FOODS 

 Start with your menus 

 Identify best value 

 Estimate annual quantities 

 Request only what you need 

 Follow Direct Delivery storage policy 

 Minimize use of extended storage 

 Utilize Co-Op surplus inventory 

 

 









BEST PRACTICES  
FOR PROCESSED USDA FOODS 

 Start with your menus 

 Identify best value 

 Estimate annual quantities 

 Distributor or direct 

 Local procurement process 

 Order lead times 

 

 



BEST PRACTICES  
FOR DOD FRESH PRODUCE 

 Start with your menus 

 Identify best value 

 Estimate annual quantities 

 Identify delivery method 

 Order lead times 

 

 



BEST PRACTICES  
FOR PILOT UNPROCESSED PROGRAM 

 Start with your menus 

 Identify best value 

 Estimate annual quantities 

 Identify delivery method 

 Order lead times 

 

 



BRIGHT IDEAS 

• ACTIVITY #1 

• What are advantages and 

disadvantages of using USDA 

Foods in your district? 

• Discuss in your groups – share out 

at least one BRIGHT idea! 

 

 



BRIGHT IDEAS 

• ACTIVITY #2 

• How do you use food shows 

and/or student taste tests to 

make USDA Foods purchasing 

decisions? 

• Discuss in your groups – share out 

at least one BRIGHT idea! 

 

 

 



BRIGHT IDEAS 

• ACTIVITY #3 

• How do you choose to use value 

added USDA Foods vs. processed 

USDA Foods? 

• (ex. Chicken fajita, pulled pork, 

fish sticks) 

• Discuss in your groups – share out 

at least one BRIGHT idea! 

 

 

 



BRIGHT IDEAS 

• ACTIVITY #4 

• What are some creative uses of 

USDA Foods in your programs? 

• Share a new recipe or favorite 

menu item made primarily of 

USDA Foods in your district 

(scratch or processed).  

• Discuss in your groups – share out 

at least one BRIGHT idea! 

 

 

 



BRIGHT IDEAS 

• ACTIVITY #5 

• Fill in the blanks: 

• I wish the USDA Foods program would 

_________. 

• I wish Super Co-Op would _________. 

• The best thing about USDA Foods is 

_________. 

• I wish I could get _______ from USDA Foods. 

• Discuss in your groups & be prepared to 

share out! 

 

 

 



QUESTIONS & 
DISCUSSION 



VALIDATING VALUE 
PASS THROUGH 
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PASS THROUGH VALUE 

• Federal law requires that schools and other 

recipient agencies receive the full value of USDA 

Foods to which they are entitled.  For USDA Foods 

sent to further processors to be made into 

processed end products, a system must be in place 

to ensure this occurs.   

• 7 CFR 250.30 - Processing of donated foods into end 

products. 

 



TYPES OF VALUE PASS THROUGH 
(VPT) SYSTEMS 

• Fee for Service (FFS) 

• Net Off Invoice (NOI) 

• Refund/Rebate 



TYPES OF VALUE PASS THROUGH 
(VPT) SYSTEMS 

• Fee for Service (FFS) 

• The processor bills for the costs of processing 

without the value of the USDA Food included in 

the price. 

• USDA Foods entitlement is reduced when 

processor bills the RA 



TYPES OF VALUE PASS THROUGH 
(VPT) SYSTEMS 

• Net Off Invoice (NOI) 

• Processor bills distributor at commercial price, 

distributor bills RA at FFS price net of value of 

USDA Food 

• Processor issues rebate check to distributor after 

sale 



TYPES OF VALUE PASS THROUGH  
(VPT) SYSTEMS 

• Refund/Rebate 

• RA pays “commercial” price for a processed 

item and submits a request for rebate to the 

processor, who issues a check for the value of 

the donated USDA Foods used 



THE STARS MUST ALIGN… 

To get your VPT “Commodity Discount”: 

Have entitlement in your account 

Manufacturer has the correct raw product 

Item listed on Super Co-Op  Market Basket 

Distributor identified correctly in K12 or PL 



GATHER YOUR TOOLS… 

• Your distribution contract prices 

• Super Co-Op “Market Basket” file 

• SEPDs sheets 

• Invoices 

• Super Co-Op Dashboard 

 



WHICH  VPT  SYSTEM? 

• Fee for Service (FFS) 

• Net Off Invoice (NOI) 

• Refund/Rebate 



VPT BEST PRACTICES  

• Identify frequently purchased items on 

manufacturer RFPs 

• Filter by color 

 



VPT BEST PRACTICES  

• Know your distributor bid costs 

• Check distributor invoice to RFP info 

 



VPT BEST PRACTICES  



VPT BEST PRACTICES  

Distributor cost  $55.48 

Less Discount     $17.15 

Less delivery        $2.65 

= FFS Case Price $35.68 



VPT BEST PRACTICES  
 

 

 

 

 

 

 

 

 

DF Pounds per case       19.66 lbs. 

Value of pounds                    $0.8722/lb. 

Entitlement drawdown          $17.15/cs 

x 31 cases  (Total Discount)   $531.57 



VPT BEST PRACTICES  

• Know your distributor bid costs 

• Check distributor invoice to RFP info 

 

 $212.66 

 +318.68 

=$531.34 
Total 

discount 



VPT BEST PRACTICES  

• What if it doesn’t add up? 

• Contact your distributor 



REFUND – REBATE  

• Processed product sold to you at commercial 

price 

• Distributor 

• Direct  

• Manufacturer (processor) sends you a check for 

the commodity value (FMV) after delivery 

• May require a form or request 



VPT BEST PRACTICES  

• One last step  

• Match distributor invoice to Super Co-Op 

website for correct drawdown 





VPT BEST PRACTICES  

• Last step 

• Match distributor invoice to Super Co-Op 

website for correct drawdown 



VPT BEST PRACTICES  

• Direct shipments 

• What if it doesn’t show up on the Super Co-Op 

website? 

• Contact manufacturer or broker 



VPT BEST PRACTICES  

• What if it doesn’t show up on the Super Co-Op 

website? 

• Contact your distributor or manufacturer/broker 

(direct shipments) 



VPT VERIFICATION PRACTICE 



DISTRIBUTION CONTRACTS 

Distribution of USDA Foods 

•Direct Delivery 

•Processed 

ALWAYS have a contract in place 

•Designate transfer of title 

• Financial liability for replacement if 
damage or loss occurs 

•Monitoring 
• Responsible practices 

• Food safety & sanitation  

 

 

 

 



RESOURCES   

• USDA Foods Toolkit for Child Nutrition Programs 

https://www.fns.usda.gov/usda-foods/usda-foods-
toolkit-child-nutrition-programs 

• ACDA – RA Handbook 

www.super-coop.org 

• NSD YouTube Channel 

www.youtube.com/user/cdenutrition/fooddi
stributionprogram 
• USDA Foods in the National School Lunch Program 

White Paper 

www.fns.usda.gov/sites/default/files/fdd/NSLP-White-
Paper.pdf 

 



DISTRIBUTION CONTRACTS 

Distribution of USDA Foods 

•Direct Delivery 

•Processed 

ALWAYS have a contract in place 

•Designate transfer of title 

• Financial liability for replacement if 
damage or loss occurs 

•Monitoring 
• Responsible practices 

• Food safety & sanitation  

 

 

 

 



RESOURCES   

• USDA Foods Toolkit for Child Nutrition Programs 

https://www.fns.usda.gov/usda-foods/usda-foods-
toolkit-child-nutrition-programs 

• ACDA – RA Handbook 

www.super-coop.org 

• NSD YouTube Channel 

www.youtube.com/user/cdenutrition/fooddi
stributionprogram 
• USDA Foods in the National School Lunch Program 

White Paper 

www.fns.usda.gov/sites/default/files/fdd/NSLP-White-
Paper.pdf 

 



QUESTIONS & DISCUSSION 
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RESOURCES,  TOOLS,  
TERMS & ACRONYMS 



TERMS & ACRONYMS 



RECIPIENT AGENCY (RA) 

• Any organization eligible to receive 

USDA Foods 



USDA FOODS 

• Food for donation by USDA to eligible RAs  

• Formerly known as “commodities”  

• Purchased with “entitlement dollars” provided by 

law to eligible RAs  



MEAL RATE 

• SY2018-19 value is $0.3425 

• Used to calculate annual total entitlement 

• Adjustments prescribed each July 1, based on changes 

in the Food Away From Home series of the Consumer 

Price Index for All Urban Consumers, published by the 

Bureau of Labor Statistics of the Department of Labor. 
 

Pursuant to sections 11 and 17A of the Richard B. Russell National School Lunch 

Act, and section 4 of the Child Nutrition Act of 1966, the Department annually 

announces the adjustments to the National Average Payment Factors and to the 

maximum Federal reimbursement rates for lunches and afterschool snacks served 

to children participating in the National School Lunch Program and breakfasts 

served to children participating in the School Breakfast Program. 

 

 



TOTAL LUNCHES SERVED (TLS) 

• Total reimbursable LUNCHES claimed by your 

organization the prior year 

• Entitlement is based on this number times the Meal 

Rate  

 

TLS  * MEAL RATE = Total Entitlement 

 



PLANNED ASSISTANCE LEVEL (PAL) 

• Total USDA Foods assistance available to a School 

Food Authority / Recipient Agency for the school 

lunch program is calculated by multiplying the 

number of lunches claimed by the School Food 

Authority in the prior year by the established per-

meal-rate. 

• Same as Total Entitlement  

 



DIRECT DELIVERY 
(BROWN BOX) 

• USDA Foods delivered to schools 

• Minimally processed  
• Minimally processed means only those “agricultural 

products that retain their inherent character.”  Preparations 
like butchering, husking, cutting, washing, pasteurization, 
chilling, etc., are not considered processing. 

• Ex: Canned or frozen fruits & vegetables, frozen fine ground 
beef, frozen raw pork roasts, frozen raw cut-up chicken, 
brown rice, oats, whole wheat flour, etc. 

• Value Added 
• Further processed to reduce labor, preparation and/or 

cooking time of the product, and may include additional 
ingredients like seasonings 

• Ex: Frozen fruit cups, canned spaghetti sauce, chicken 
fajita, beef crumbles, etc. 



DIRECT DIVERSION 
(PROCESSING) 

• USDA Foods diverted to manufacturers for further 

processing 

• Ex: chilled chickens and turkey, coarse ground beef 

and pork and similar items that are used in making 

finished end products for RAs 

• Super Co-Op does this for you! 



END PRODUCT 

• A finished product containing any amount of 

USDA Foods product that has been commercially 

processed. 

• USDA Foods are diverted to processors for this 

purpose.  



SINGLE INVENTORY 

• Super Co-Op operates all directly diverted 

USDA Foods using a single inventory that all co-

op members utilize. 

• EXCEPT large bird chicken (100103) at Tyson, 

Pilgrim’s and Rich Chicks 

• Member Districts must allocate pounds of chicken to 

these processors for their own use 



VALUE PASS THROUGH 

• A system used to ensure that the full value of the 

USDA food contained in the end product is passed 

on to the eligible purchasing Recipient Agency. 

 



FAIR MARKET VALUE (FMV) 

• Price of commercial products used to establish 

the value of USDA Foods.   

• USDA Average Price File released mid-November 

for following year. 

 

 



SUMMARY END PRODUCT DATA 
SCHEDULE  (SEPDS) 

• Compilation of the information provided by 

processors through submission of individual EPDS’s 

to USDA under a National Processing Agreement.   

• Provides relevant information to RAs regarding case 

weight, serving sizes, approximate servings per 

case, and the USDA Foods items needed to 

produce a case of finished product. 



FFS – NOI – REBATE 

• Fee for Service (FFS) 
• The processor bills for the costs of processing without the 

value of the USDA Food included in the price. 

• USDA Foods entitlement is reduced when processor bills the 
RA 

• Net Off Invoice (NOI) 
• Processor bills distributor at commercial price, distributor bills 

RA at FFS price net of value of USDA Food 

• Processor issues rebate check to distributor after sale 

• Refund/Rebate 
• RA pays “commercial” price for a processed item and 

submits a request for rebate to the processor, who issues a 
check for the value of the donated USDA Foods used 



COMMERCIAL EQUIVALENT 

• Same product as a processed USDA Food item 

but without the discount. 

• Typically items sold using NOI Value Pass 

Through have a commercial equivalent. 

• Enables seamless menu substitution 

• If you want commercial equivalent product 

only, work with your distributor to order with 

correct product code 

 

 



CARRY-OVER POUNDS 

• Pounds of raw USDA Foods at a processor left 

over from the pervious year. 



STORAGE CHARGES 

• Direct Delivery (brown box) 

• Stored at Gold Star Foods over 30 days 

 



DIRECT SHIPMENTS 

• Product delivered directly from processor to your 

dock 

• Requires an official procurement method 

• RFP – Bid 

• Small purchase 

• Invoice directly payable to processor 

• Processor responsible to report sales 

• Verify your Pass Through Value! 



TRUCKLOAD  CANCELLED OR DELAYED 

• Refers to Direct Delivery (brown box) 

• USDA cancels truckloads for various reasons 

• No bid from suppliers 

• Bid prices too high 

• Lack of availability – not enough available in the market 

• SY18-19 Ex: raisins, chicken drumsticks 

• Delayed truckloads 

• Similar reasons to cancellations 

• Delivery dates changed until later in the year 

• SY18-19 Ex: diced butternut squash 



WHAT DO YOU MEAN BY “SWEEP”? 

• It’s not about dirty floors… 

• Entitlement funds may be taken (swept) away if you 

don’t spend 

• You may receive additional entitlement funds if you 

spend enough 

• Done twice a year 

• DOD Fresh Produce funds “sweep” annually in May 

• Done by CDE 

• All swept funds available to all DOD Fresh customers 



MARKET BASKET 

• Super Co-Op manufacturer to distributor price list 

• New name next year 

• Market Basket award analysis method 

• USDA Memo FD-144 (January 18, 2018) SUBJECT: Market 

Basket Analysis when Procuring Program Goods and 
Modifying Contracted-For Product Lists 

• In determining the goods to be used for evaluating an 

award, the Program operator must select a representative 

sample; FNS recommends the aggregate value be 75% or 
more of the estimated value of the contract to be 

awarded. 

• Not to be used for Fee For Service contracts 



MANUFACTURER  
TO DISTRIBUTOR PRICING 

Processed USDA Foods Products and 

Commercial Equivalents 

• Market Basket 

• Manufacturer pricing to your distributor 

• New name next year 

 

 

 

 





MANUFACTURER  
TO DISTRIBUTOR PRICING 

Market Basket 

• Award to all processors that meet RFP 

conditions 

• Manufacturer pricing to your distributor 

• Bracket pricing – based on load size 

• District choice to purchase 

• Mid-year amendment for new items 

 

 

 

 



RESOURCES & TOOLS 



USDA FOODS ACCOUNTING & FINANCE 

• Per 2 CFR, Section 200.502(g), USDA Foods must be 

valued at fair market value 

• Federal non-cash assistance 

• CSAM requires that you show entitlement as revenue 

using Object Code 8221 effective SY2016-17 

• Typically booked at time of Unaudited Actuals (Fall 

financial audit) 



USDA FOODS ACCOUNTING & FINANCE 

• Corresponding entry as Expense 

• Object Code 4700 – Food 

• May be included in indirect cost rate 

• Nutrition Services Management Bulletin FDP-03-2018 

 



USDA FOODS EXPENDITURE REPORT 
FOR FINANCIAL AUDITS 



USDA FOODS EXPENDITURE REPORT 
FOR FINANCIAL AUDITS 

• Available annually in August 

• Processors and distributors have until 

August 31 to post prior year sales 



USDA FOODS EXPENDITURE REPORT 
FOR FINANCIAL AUDITS 





HOW MUCH CHICKEN DO I HAVE LEFT?  

 

• Set up an account, check it often 

 

 

 

• https://www.processorlink.com 

• Pilgrim’s Pride (Goldkist) & Rich Chicks 
 

 

 

• https://www.K12foodservice.com 

• Tyson 
 











  



OTHER TERMS? ASK ME! 



QUESTIONS & DISCUSSION 



A S K  T H E  E X P E R T  D I S T R I C T S ,  “ I N  T H E  N E W S ”  

PROCUREMENT ETHICS 



District Nutrition Director 

faces embezzlement and 

perjury charges  

Nutrition Services faces 

federal fiscal audit over 

undocumented gift cards 

District Nutrition Director 

terminated over conflict 

of interest 



ETHICAL DILEMMA 

Ethical 

Dilemma 

An ethical dilemma is a difficult situation in which 

there may be no clear answer or easy choice. 



PRINCIPLES OF GOOD PROCUREMENT 

Free and open competition 

Fairness and integrity 

Responsive and responsible vendors 



FEDERAL MINIMUM STANDARDS 

SFAs are state entities and, as 
such, primarily must comply with 
applicable state and local  
laws, regulations and 
procurement practices. 

However, all such state and 
local rules must  conform to 
the minimum standards of 
the federal regulations. 7 
CFR Section 200.218(a) 



PROCUREMENT AUTHORITIES 

Federal 

•7 CFR 210 (for 
school lunch), 2CFR 
200, USDA policies 
and guidance 

State 

•Inspector General, 
Ethics Commission, 
State Agency 

County 

•Board of 
Supervisors 

Local 

•City Council, 
Purchasing Agent, 
School 
Department(LEA?) 



WRITTEN PROCUREMENT PROCEDURES 



CODE OF CONDUCT 

 Written Code of Conduct 

regarding procurement is 

required  

    2 CFR 200.318(c)(1) 

 May be embedded in Written 

Procurement Procedures 

 Sample template developed 

by USDA 

 



Code of 
Conduct – 

Required 
Elements 

 

• Conflict of interest 

 

• Solicitation/acceptance of 
gratuities, favors, or anything 
of monetary value 

 

• Identify disciplinary actions 



STATE PROCUREMENT LIABILITY 

The solicitation or acceptance 
of “personal  gifts, gratuities, 

favors or anything of  
monetary value” from a 

vendor or potential  vendor by 
a public servant may be a  

misdemeanor under state law. 

Industry must not feel 
compelled to offer or to grant 

requests   



ETHICS 

Important to fair 
competition 

1 

Moral standards 
used to guide 
decisions in 
personal and 
professional lives 

2 

Practices that 
promote free and 
open competition 

3 

Unethical practices 
can damage 
reputations of the 
person and 
company 

4 



UNACCEPTABLE AND ILLEGAL 
PRACTICES 

Showing preference to 
suppliers because of pressure 

from management  

Allowing personality to enter 
into purchasing decisions 

Giving preference to suppliers 
based on long-term business 

relationships or political 
connections 

Allowing anyone involved in 
manufacturing or selling the 

product to provide or dictate 
bid specifications or bid 

provisions 





GIFT CARD CASE STUDY 

Anywhere school 

nutrition department has 

always looked for ways to 

reward their employees. 

In recent years, gift cards 

have become a very 

popular vehicle for 

employee rewards.  

  

Since gift cards are monetary rewards provided by 

industry vendors and do not actually come from 

the district budget, the current practice is to NOT 

include any of those gift card amounts in an 

employee’s total compensation.  



In fact, the gift cards are not logged 

into any record keeping mechanism 

and the amounts the employees 

receive are not recorded anywhere. 

Gift cards become extra income that is 

not reported.  

  

Gift cards were received from vendors that do business 

with the school nutrition program. In many cases the gift 

cards were sent to the district after the district participated 

in a special promotion or spot buy program at a food show.  

Recently the school nutrition director, Jane, decided to 

utilize the gift cards she had been accumulating for end-of-

year employee rewards.  

  



These gift cards are mostly generic cards that 

can be used at any retail establishment and 

range in value from $50-$500.  

  

  

 

 

Jane works out an award matrix to ensure 

that the cards are distributed equitably 

among the employee award winners. The 

winners are told that the gift cards can be 

used for personal use since they are a 

reward for personal achievement. The 

largest gift card of $500 is awarded to the 

cafeteria of the year and is to be used for 

that school nutrition program.  



Since the gift cards are “free”, have no 

impact on the budget, and will not show 

up on any expenditure report, Jane feels 

comfortable with not tracking the cards by 

the company who donated them, card 

identification number, amount and 

recipient. You are a manager who recently 

underwent annual training on the 

acceptance of gifts and you do not feel 

comfortable with this practice…  

Ethical 

Dilemma 





WHAT IS THE ETHICAL ISSUE, 
DILEMMA OR PROBLEM? 

1. The issue likely violates district policy on gifts.  It 

certainly violates the federal government limit on 

the acceptance of gift under $50. 

 

2. Gift cards are unreported taxable income. 

a) According to the IRS, gift certificates/cards that are 

redeemable for general merchandise or have a cash 

equivalent value are taxable. 

 



WHO ARE THE INVOLVED PARTIES OR 
STAKEHOLDERS? 

1. Jane 

2. The employees/gift card beneficiaries 

3. The procurement manager (you) 

4. The school 

5. The district 

6. Vendors who provide the gift cards 



IDENTIFY THE CONSEQUENCES 

1. The situation presents a violation of IRS regulations 

and school nutrition program federal procurement 

laws and regulations. 

2. There could be the perception of an unfair 

advantage to the vendors that provide gift cards. 

3. There may be the potential for a decrease in 

morale as not all staff in this scenario are being 

given gift cards. 

 

Does it seem right? 



IS HELP NEEDED 

Does it breach school district or state policy 

regulations/law? If legal or regulatory help is needed, 

seek advice. 

1. When faced with an ethical dilemma, if you witness 

anything unlawful, it’s important to seek assistance from your 
manager or director. 

2. The situation is potentially a violation of federal taxes and 

school nutrition program federal procurement laws and 

regulations. 

3. If you are a manager or a director you may need to seek 

additional support before deciding. 



WHAT ARE THE OPTIONS? 

1. Bring your concerns to Jane requesting that she checks 
the policy on the acceptance of gifts to ensure that 
the department is not violating policy. 
• Once the policy is established, Jane should only utilize gift cards 

within the acceptable limit amount identified in the policy. 

• Jane must keep track of the gift cards distributed as this should be 
reportable and taxable income and she should make her staff 
aware of this policy. 

• Jane should retake the training on the acceptance of gifts or Jane 
could use the gift cards for the school nutrition program benefit, 
excluding any that exceed the allowable gift value. 

2. Jane should return the gift cards that exceed the 
school nutrition program and or district policy. 

3. Jane should use the gift cards for the school nutrition 
program benefit. 



MAKE A DECISION 

1. Not doing anything may be a decision.   

 

2. Bring your concerns to Jane requesting that she 

check the policy on acceptance of gifts to ensure 

that the department is not violating policy. 

a) Jane should return the gift cards that exceed the school 

nutrition program and or district policy. 

b) Jane should use the gift cards for the school nutrition 

program benefit. 

 



QUESTIONS & DISCUSSION 


