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[bookmark: _GoBack]Direct Diversion Processing and Cheese Processing
Inventory Carryover Policy School Year 2019-20 
and Sweep Policy for School Year 2020-21

The Wisconsin Department of Public Instruction (DPI), a State Agency as defined by USDA FNS regulations, has the responsibility to ensure USDA Foods are used during the school year (SY) for which they were allocated and intended to be used by School Food Authorities (SFAs). When bulk pound inventory levels are not entirely utilized by the SFA during the allocated SY, DPI must implement procedures to manage USDA Foods balances at processors to ensure the bulk pounds are used during the intended SY and ensure those bulk pounds do not exceed excessive levels as required by USDA FNS regulations. As a result, DPI will implement the following Direct Diversion Processing and Cheese Processing and Inventory Carryover Policy. 
INVENTORY CARRYOVER POLICY FOR SY 2019-20
SFA’s allocated bulk pounds for SY 2019-20 must be used during the allocated SY 2019-20. To help SFAs through the transition to the new zero inventory carryover policy, SFAs may carry over unused SY 2019-20 bulk pounds to SY 2020-21. However, those bulk pounds must be utilized by September 30, 2020. Any remaining bulk pounds from SY 2019-20 will be swept into the State Agency account on September 30, 2020.
Policy Update - Due to COVID-19 the carryover sweep date has been extended until November 30, 2020.  Any remaining bulk pounds from SY 2019-20 will be swept into the State Agency account on November 30, 2020.  Processors with production disruptions may warrant an extension of the sweep date.  These will be reviewed on an individual basis by DPI.      
INVENTORY CARRYOVER POLICY FOR SY 2020-21
SFA’s allocated bulk pounds for SY 2020-21 must be used within the allocated SY and will not be allowed to be carried over to the following SY. Any remaining bulk pounds from SY 2020-21 will be swept into the State Agency account on June 30, 2021.
EXCEPTION(S) TO THE INVENTORY CARRYOVER POLICY
If circumstances occur during the SY that limits the use of bulk pounds at a processor, such as but not limited to recalls, processing disruptions, or supply issues with raw bulk pounds, DPI may extend the inventory carryover period to accommodate use of bulk pounds allocated by the SFA to the processor. As with any exception or waiver, the SFA must have a plan to draw down pounds during the extended inventory carryover period. At the end of the extended inventory carryover period, any remaining pounds from the SY will be swept into the State Agency account.  
REALLOCATION OF BULK USDA FOODS
DPI is working on procedures to reallocate bulk pounds in the State Agency account at processors. Any remaining bulk pounds in the State Agency account will be reallocated during the next USDA Foods ordering period. However, some of these bulk pounds, if available, may be transferred to SFAs that have used all, or are on track to use all, bulk pounds at a processor prior to the end of the SY. This will help DPI reduce the State Agency account balances at processors during the allocated SY and help SFAs access additional bulk pounds at a contracted processor. The new procedures will effectively reward those SFAs for using allocated bulk pounds prior to the end of the SY. These procedures are still being drafted and will be released on or before SY 2020-21.
END OF JULY 2020
DPI will send a notification all participating SFAs with a year-end balance at processors.  The notification will remind SFAs that all inventory balances left at processors on September 30, 2020, will be forfeited and transferred to the State Agency account.
SFAs should reference USDA policy (FD-040, January 12, 2005: Commodity Inventory Reduction at Further Processors) for more information about when inventory draw down occurs in relation to the different value-pass-through methods. Since there may be a delay in inventory draw down at the processor’s end, please keep this in mind when reviewing the SFA’s inventory balances. 
Clarification: In order to help SFAs utilize all bulk pounds of USDA Foods inventory at processors, SFAs are allowed to transfer pounds to other SFAs that are processing USDA Foods with the same processor. SFAs wishing to transfer pounds to another SFA must work with the processor(s) regarding the details and the necessary paperwork.
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