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What is the USDA Foods Program?

The United States Department of Agriculture (USDA) purchases food to support the American agricultural market and to remove surplus. These food products are called USDA Foods. These USDA Foods in turn are offered to recipients of different government supported programs. For example, agencies that participate in the National School Lunch Program (NSLP) are offered USDA Foods.

What is entitlement?

In being a participant in the National School Lunch Program (NSLP), an agency receives an entitlement dollar balance (“Program Year Entitlement”) that is spent towards the value of USDA Foods. It is determined by: 

The agency's prior year's total reimbursable NSLP meals served, multiplied by the federal assistance rate, which is determined by USDA, based on food index calculations. 

For School Year 2020-21, the published USDA Foods assistance rate is $0.2450 per meal.

What is the entitlement dollar value of a USDA Food?

The entitlement dollar value of the USDA Food is the actual cost of the product as purchased by USDA from the market. Agencies do not directly pay the entitlement dollar value. However, this dollar value is subtracted from your entitlement dollar balance or “Program Year Entitlement” (unless the product is a bonus USDA Food).

What kind of products are offered through the program?

Different products are offered through the USDA Foods program including: fruits, vegetables, meats, cheese, beans, peanut products, rice, pasta products, flour and other grain products.
Bonus USDA Foods are those that are declared as surplus by USDA. Bonus USDA Foods are considered those over and above entitlement foods. Bonus USDA Foods are offered periodically, but only as they become available through agricultural surpluses. Therefore, the entitlement dollar value of these products is not subtracted from your entitlement dollar balance.

What is the ‘price’ of a USDA Food?

Administrative Fee: is the amount charged to cover costs associated with administration of the USDA Foods Program. Each agency is responsible for covering the administrative costs associated with the ordering and receipt of each USDA Food. This fee is assessed for all USDA Foods requiring DPI monitoring and oversight, including bulk pounds/cases committed to a processor for further processing.
Storage Fee: USDA pays for the initial costs of each USDA Food including the cost to ship the product into the State of Wisconsin. Once product is received into the State of Wisconsin, there are additional storage costs that occur prior to delivery of the product to each agency. Each agency is responsible for covering the storage fee associated with the ordering and receipt of each USDA Food.
Delivery Fee: For agencies that select State delivery, the delivery fee is the amount charged to cover costs associated with the once per month delivery of USDA Foods to each agency.
Processing Fee: The processing fee covers the cost of “value added” products. USDA Foods in bulk form are sent to processors to make into more convenient, food safe, high quality items. The “processing fee” only applies to agencies that are participating in the State Processing Program, where bulk USDA Foods are further processed into finished end products determined through a state-wide bid process. The processed items are identified by a 'C' as the first letter of the material identification code. If you order the processed items, your agency will be responsible for these costs and your agency's invoice will also include the processing fee as part of the total amount due to the DPI. For schools that participate in the Direct Diversion Processing Program, the “processing fee” does not apply.

How does each agency pay for the costs associated with the ordering and delivery of USDA Foods?

For monthly orders, costs will be calculated on a monthly basis. Any applicable costs, such as administrative fees, storage fees, processing fees, and delivery fees will automatically be offset, and taken from the monthly NSLP federal reimbursement claim. For example, based on Agency A’s September order, Agency A owes $200 in fees. Agency A’s NSLP federal reimbursement claim comes to a total of $1000. Therefore, the DPI will reimburse Agency A $800 ($1000-$200 for fees).

For direct diversion processing commitments (including the Cheese Processing Program), the costs will be calculated annually, in July or August, for the upcoming school year. Any applicable costs will be automatically offset and taken from the monthly NSLP federal reimbursement claim. The reimbursement voucher will reflect the total amount of reimbursement claim less the assessed fees.

Are USDA Foods free?

USDA Foods are not free. Costs involved with USDA Foods need to be assessed like any other cost in running your foodservice program. To evaluate the financial benefit of ordering USDA Foods add the entitlement dollar value per case, the administrative fee, the storage fee, the delivery fee (if applicable), and the processing fee per case (if applicable) together. The sum is the total food cost per case of a particular product. 
Compare this total cost to what you would pay for a similar product from the commercial market. Consider the dollar value portion received from your assistance dollars as a "rebate." 
How good of a deal are you getting by ordering the product as a USDA Food?

What other factors should be considered when evaluating USDA Foods products?

· storage costs involved in receiving USDA Foods.
· labor costs involved in working with USDA Foods. For example, consider labor costs in conjunction with the “value added” products (processed products). Has labor been re-adjusted (decreased) to compensate for the time savings that will occur with these convenience food items?
· Is the USDA Food a preferred item by students? How does it influence your meal participation level?
· How frequently and in what amount do you use each product compared to other products used and other USDA Foods ordered? 
· Consider the nutritional content of the USDA Foods. Based on the nutritional make-up of the product. How often can this product be offered, and still fit within the dietary specifications?

How do I place an order for USDA Foods?

· First, your agency must have an approved contract with the DPI School Nutrition Team.
· Each participating agency must place an annual order online for the following school year. Please refer to the Online Instructions – School Lunch Program for instructions on placing your order.
· USDA Foods are available September through May.
· The USDA Foods section has an online system, called the Wisconsin USDA Foods Ordering System. Every school should have a copy of the Online Instructions - School Lunch Program for using the Wisconsin USDA Foods Ordering System, as well as the usernames and passwords assigned by the DPI. You may access a copy of the Instruction Manual through the above hyperlink. If you need a copy of your school's usernames and passwords, please contact the DPI Fiscal Section. 

What if we do not use all of our program entitlement by the end of the school year?

Schools are not obligated to use all of their entitlement dollars within a given year. However, the entitlement balance left is not rolled over to use in the next school year. You will lose the dollar balance left. 
We advise schools to order products in quantities that best serve their program. Your school may not order particular products for good reasons, i.e. low student preference, labor involvement, and storage issues. Direct and indirect costs incurred for ordering particular USDA Foods may be more than the food value received for them. It may not be worth it to spend all of your entitlement dollars.

Our agency contracts with a vendor to provide meal services. Our handling charges are deducted from our NSLP reimbursement claims, and not paid directly by the vendor, how should we handle this?

It is up to your agency to negotiate in the contract how this issue will be handled. However, since vendors typically handle all other direct food costs and use these costs to establish a per meal price, we recommend that the vendor reimburse your agency for all handling charges deducted from NSLP federal reimbursement claims.
Our agency contracts with a Food Service Management Company (FSMC) to provide meal services. Our handling charges are deducted from our NSLP reimbursement claims, and not paid directly by the FSMC, how should we handle this?

It is up to your agency to negotiate in the contract how this issue will be handled. However, since Food Service Management Companies typically handle all other direct food costs and use these costs to establish a per meal price, we recommend that the FSMC reimburse your agency for all handling charges deducted from NSLP federal reimbursement claims.


Why are most USDA Foods packaged with commercial labeling?

USDA allows contracted processors to utilize commercial labels. Commercial labeling of USDA Foods reduces the USDA purchase price, because the processor does not have to run special labels for the USDA Foods. It also improves processor responsiveness to product concerns and improves quality reputation of USDA Foods because of label recognition. 

Commercially labeled USDA Foods pose a concern with inventory tracking. How can I track commercially labeled USDA Foods in inventory?

Upon receiving products from a USDA Foods delivery, a commercial distributor, or a grocery store, they should be marked or identified as delivered from that particular distributor and with the receipt date. This will aid in practicing "First In-First Out" rotation, quickly identifying product for hold or recall situations, and tracking inventory for management, planning, and reporting purposes. 
Upon receiving a delivery, we advise that the date of delivery be stamped, marked, or labeled on each case. In order to identify USDA Foods that have commercial labels or to differentiate products received from various commercial distributors, place a marking, such as an "X", on the cases and on the inner bags/cans once the exterior case is removed. Keep records and inform your staff of your coding system of products to maintain integrity of your inventory management.

If I have a quality concern about a product, what should I do?
Since USDA foods typically have commercial labeling, you must first establish that the product of concern is a USDA Food either by the above-mentioned method or by contacting your distributor to eliminate the possibility that it was a commercially purchased product. Once you have established that it is a USDA Food, complete the USDA Foods Complaint Form, PI-6005 and submit a copy to the DPI office. 

The DPI will work with the processor or USDA to resolve the complaint as quickly as possible.
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