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INSTRUCTION




	Tony Evers, PhD, State Superintendent



Direct Diversion Processing

and Cheese Processing

Inventory Carryover Policy

School Year 2016-17
School Food Authorities’ (SFAs) carryover inventory is limited to 30% of the SFA’s School Year (SY) 2016-17 bulk pound commitments into SY 2017-18.
The 30% limit applies to each individual bulk product, per processor.
Beginning of March, 2017:

Email notification will be sent to all participating SFAs reminding SFAs to look at all inventory balances at processors, including cheese processors. The notification will remind SFAs to work on drawing down inventory. The SFAs will also be reminded that only 30% of the SFA’s SY 2016-17 bulk pound commitments can be carried over to SY 2017-18.
End of April, 2017:

Email notification to participating SFAs reminding them to look at all inventory balances at processors, including cheese processors. Inventory can be carried over to the next school year; however, this carryover is limited to 30% of the bulk pound commitments made for SY 2016-17. These carryover pounds must be drawn down by October 31, 2017.
End of June, 2017:  

All bulk pound inventories in excess of 30% of SFAs’ commitments will be transferred to the state account. SFAs have until October 31, 2017 to utilize any SY2016-17 eligible carry over. 

End of July, 2017:

Notification will be sent to all participating SFAs with a year-end balance at processors, reminding SFAs that all inventory balances left at processors on October 31, 2017 will be lost.
SFAs should reference USDA policy (FD-040, January 12, 2005: Commodity Inventory Reduction at Further Processors) for 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 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 necessary paperwork.
Please Note: The 30% limit is based on the SFA’s final adjusted commitment, after the DPI truckload balance process. The transfer of pounds from one SFA to another SFA will not increase or decrease the final adjusted commitment, and transferred balances will be eligible for carryover into SY 2017-18 provided that the receiving SFA’s new total balance is at or below 30% of the final adjusted commitment. 

Example 1:

· School A has a final adjusted commitment of 1,000 pounds of Bulk Product 1 diverted to Processor 1 for SY 2016-17, and would be eligible to carry over 300 pounds into SY 2017-18. (1,000 lbs x 30% = 300 lbs) 

· School A has utilized all 1,000 pounds within SY 2016-17, resulting in a zero inventory balance.

· School B transfers 300 pounds to School A prior to June 30, 2017.

· School A now has until October 31, 2017, to utilize the transferred balance of 300 pounds.

Example 2:

· School A also has a final adjusted commitment of 2,000 pounds of Bulk Product 2 diverted to Processor 1 for SY 2016-17, and would be eligible to carry over 600 pounds into SY 2017-18. (2,000 lbs x 30% = 600 lbs)

· School A utilized 1,500 pounds within SY 2016-17, resulting in a 500 pound inventory balance.

· School B transfers 200 pounds to School A on June 20, 2017.

· School A now has until October 31, 2017, to utilize the 500 pounds remaining in its account, as well as 100 of the pounds transferred from School B. However, School A will have 100 pounds swept into the state account on June 30, 2017, because its total balance exceeds 30% of the final adjusted commitment. 

· Step 1: Calculate allowable carryover (2,000 lbs x 30% = 600 lbs)

· Step 2: Calculate School A’s total balance (500 pound balance + 200 pound transfer = 700 pounds)

· Step 3: Calculate the balance to be swept into the state account (700 pound total balance – 600 pound carryover allowance = 100 pounds to be swept at the June deadline)
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