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Commodity Food: Food for donation by USDA to eligible Recipient Agencies.  Commodity 
food is also referred to as “commodities." Even though most commodities are purchased with 
“entitlement dollars”, those dollars were provided by law to eligible Recipients.  
Commodity Food Network:   The USDA Commodity Food Network (CFN) is a one-stop 
website that provides links to a wealth of information about USDA Commodity Food Programs. 
www.commodityfoods.usda.gov  
Economic Adulteration:  Addition of an ingredient(s) to a product in excess of the generally 
accepted needs of the end product that results in a lowered value of the item being produced. 
ECOS:  Electronic Commodity Ordering System is a web based federal ordering system for 
State Agencies to use their entitlement money to order commodities to be purchased by 
USDA.  The system also allows for SDA’s and Recipient Agencies to be notified when the 
commodities that were purchased arrive at the further processor.  Not all SDA’s have 
implemented the RA ECOS module, but many of them have very similar automated commodity 
ordering programs. Use of ECOS is mandatory for SDA’s to order commodity foods for their 
State.  However, ECOS is optional for Recipient Agencies.  It is the SDA’s decision to 
implement ECOS to the RA level or not. ECOS will be replaced by WBSCM (see WBSCM). 
End Product:  A finished product containing any amount of commodity food that has been 
commercially processed.   
End Product Data Schedule (EPDS):  A standard form used to describe the finished end 
product being produced.  Information detailed on this form includes formulation, quantity of 
commodity food needed to produce a specific number of units of end product, packaging and 
yield information.   
Entitlement: The total commodity assistance available to a State Distributing Agency for the 
school meals program is calculated by multiplying the number of lunches claimed in the prior 
year by the annually established per-meal-rate. 
Fabrication Procedures:  The manufacturing procedures used in making further processed 
poultry products.  For example, when grinding or chopping, the fabrication procedures may 
include type of equipment used, size of grind, speed of chop, or other procedures that would 
affect the quality of the finished product. 
Fact Sheets: Provided by FNS to provide nutritional information, packing, storage instructions, 
preparation, tips, on commodities purchased for the households and institutions. 
Farm Service Agency (FSA): The USDA Agency responsible for acquiring Group B products 
such as grain, dairy, peanut, and oil products under price-support activity.  
Fee-For-Service:  The price charged by pound or by case representing a processor’s costs of 
ingredients (other than commodity foods), labor, packaging, overhead, and other costs 
incurred in the conversion of the commodity food into the specified end product.  
Fee-for-service is an alternative to using a standard value pass-through system.  It has 
traditionally been used when processing meat and poultry products or other non-substitutable 
commodity foods.   
Food and Nutrition Service (FNS):  The USDA Agency responsible for administering 
domestic food assistance programs. 
Food Distribution Division (FDD):  The FNS division responsible for administering the 
donation of commodities to domestic food assistance programs. 

http://www.commodityfoods.usda.gov/�
http://www.commodityfoods.usda.gov/�
http://www.fns.usda.gov/fdd/schfacts/singfacts_tables_bycode.htm�
http://www.fsa.usda.gov/FSA/webapp?area=fsahome&subject=landing&topic=landing�
http://www.fns.usda.gov/cnd/�
http://www.fns.usda.gov/fdd/�
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Food Safety Inspection Service (FSIS):  The USDA Agency whose primary mission is to 
inspect the wholesomeness of meat and poultry products.   
Formulation:  The quantitative listing of all ingredients contained in an individual end product. 
Full Substitution:  See substitutable food 
Grader:  A person licensed as a representative of AMS to monitor, examine, and certify the 
production of end products made of poultry or red meat contained USDA commodity food. 
Gross Price:  Under processing, the price paid by the contracting Agency before the value of 
commodity food used in the production of the end product is considered.   
Group A Commodities: This group of commodities includes fruits, vegetables, chicken, 
poultry, beef, and eggs.  These commodities are obtained under Section 32 and Section 6 
funding authority of Public Law 74-320. Purchased by AMS. 
Group B Commodities: This group of commodities includes cheese, flour, oil, dried beans, 
pasta and other grain items.  Authorization for acquisition and distribution of Group B 
commodities are obtained under Section 416 of the Agricultural Act of 1949. Purchased by 
FSA. 
Guaranteed Minimum Return:  The minimum weight or number of finished units of processed 
product that will be produced and returned using a fixed amount of commodity food.  This 
information is obtained from information on the end product data schedule.   
Guaranteed Return:  A concept in red meat processing where the processor guarantees a 
fixed number of cases will be produced using a fixed amount of meat.  Calculations are based 
on the pounds needed to produce a case of finished product (Col. 8). 
Indirect Refund Sale:  A value pass-through system under which the processor sells end 
products containing commodities to a distributor at the commercial/gross price of the end 
product.  The distributor then sells the end product to an eligible Recipient Agency at the 
commercial/gross price, plus delivery costs.  The Recipient Agency then submits a refund 
application to the processor for the value of the commodity food contained in the end product.   
Inventory:  The accounting of commodity food for which a Distributing Agency, Recipient 
Agency, or processor is liable or responsible.  In processing, the inventory can include food in 
physical inventory (on hand), in finished foods, or in book inventory. Processors who choose to 
deliver finished product before receiving commodity food may encounter negative inventory.  
The processor does this at his own risk as USDA is not required to make the processor whole.  
See the definition of Perpetual Inventory. 
Limited Substitution:  A term describing a processor’s ability to substitute commercial poultry 
for USDA purchased poultry with the concurrence of both AMS and FNS.  A written plan must 
be submitted and be approved by both agencies to be able to process poultry product under 
limited substitution.  The limitation pertains to only allowing substitution for bulk poultry and 
parts.  Substitution of backhauled products is prohibited. 
MGC-44 (fka/ LS-44), USDA Commodity Meat Production Information Form: A red meat 
grading certificate issued by AMS grading that accompanies the monthly performance report.  
It indicates the total pounds of commodity food put into production and the number of cases 
and/or pounds of end product produced from that starting weight.   

http://www.fsis.usda.gov/�
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Mechanically Separated Meat (Comminuted Meat):  In poultry processing this term 
generally means the product that results from subjecting poultry frames to a mechanical 
deboning process where the raw product is finely ground and then by a mechanical separating 
process the meat is separated from the bone residue.  The resulting product is generally used 
for manufacture of hot dog or bologna type products and, in lesser amounts, is sometimes 
added to other products such as cooked roll type products, nuggets, patties, etc.  It should not 
be confused with another mechanical separation process being utilized by the poultry industry 
which yields product that has a somewhat coarser texture.  This type of product is generally 
found to be more acceptable in ground chicken or turkey products or in other cooked products 
where a firmer texture in the finished product is desired. Note:  Product labeled as ground is 
generally recognized by the poultry industry and FSIS as being derived from whole bone-in 
parts with or without skin in natural proportion.   
Manufacturing Yield:  The actual yield a processor achieves when converting raw 
commodities into a finished end product. 
Monthly Performance Reports (MPR):  Reports submitted monthly by the processor to the 
Distributing Agency detailing receipts of commodity food, sales of finished end products to 
Recipient Agencies, and information on the commodity food inventory. 
Multi-State Food Processor:  A processor who has entered into a processing agreement with 
agencies in more than one State, or a processor who has entered into a processing agreement 
with an Agency that is in a State other than where the processor’s plant or business office is 
located.  If finished product crosses a State line, the processor is considered a multi-State 
processor.   
National Processing Agreement (NPA):  A processing agreement between multi –State 
processors and USDA where USDA approves all End Product Data Schedules (EPDS) and 
holds the surety instrument for inventory protection.  Used in conjunction with State 
Participation Agreements signed between the individual State and the processor. 
National Monthly Performance Report (NMPR):  A report submitted to FNS under the 
National Processing Agreement that summarizes the individual State monthly performance 
reports for the purposes of national monitoring of the processor’s inventory balances. 
Net Case Price:  The price of a processed end product paid by the Recipient Agency after the 
value of commodity food contained in the end product has been deducted from the gross price.  
“Net off Invoice” (NOI):  see Indirect Discount System 
Non-substitutable Food:  A USDA commodity food that cannot be substituted with a 
commercially purchased product under the terms of a processing agreement.   
One Hundred Percent Yield:  A requirement that 100 percent of the substitutable commodity 
food given to the processor actually be contained in the finished end product returned to the 
eligible Recipient Agency.  Any manufacturing losses (the difference between 100% and the 
manufacturing yield) are to be made up by the processor with commercial foods of domestic 
origin and equal or better quality than the commodity that was provided.  This requirement was 
established to encourage efficient processing.   
Out-Of-Condition:  Foods found to be infested, deteriorated, or contaminated as the result of 
improper storage or latent defects for which the vendor, processor, Recipient Agency, 
Distributing Agency, etc., is responsible.   
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Permeable Casing:  This refers to the primary container used to hold raw poultry products 
during the cooking and/or smoking process such as some turkey breast products or turkey 
ham casings.  This type of casing allows for the loss of a certain amount of moisture from the 
product during the cooking and/or smoking of the product.  Products cooked in this type of 
casing should be repackaged in a moisture and vapor proof casing before freezing. 
Per Meal Rate:  The national average value of commodity shall be adjusted each July 1 to 
reflect the annual percent change for the five major food components in the Bureau of Labor 
Statistics Producer Price Index during the months of March, April, and May in the Price Index 
for Food Used in Schools and Institutions. 
Perpetual Inventory:  A daily accounting record of the receipt and usage of commodity food, 
which is updated with each transaction of receipt or usage.  Perpetual inventory tracks on 
paper the amount of commodity food that should be in physical inventory at any given time and 
is periodically reconciled with physical inventory.   
PCIMS: Processed Commodities Inventory Management System. The former mainframe 
computer system used by USDA to process and track USDA food for nutrition assistance 
programs.  http://www.fns.usda.gov/fdd/pcims/default.htm 
Planned Assistance Level (PAL): The total commodity 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. 
Poultry specific by-products: Typical by-products which result from processing poultry can 
be chicken broth, inedible bone, fat, skin, and tails. Note: By-products can also be buy-back 
parts; see definition above. 
Pre-Plater:  A processor who takes one or more commodities and/or finished end products 
made from commodities and repackages them as a component of a complete individual meal 
for use in school food service. 
Primal Cuts/Primal Meat:  The meat or product derived from the breast and thigh of chickens 
and turkeys.  Products derived from the breast and thigh (intact meat portions) may not be 
purchased or credited by the processor under buy-back or credit procedures.  Note:   Buy-back 
or credit can only be given for carcass parts such as drumsticks, wings, tails, skin, necks, 
comminuted meat and frames, and giblets (when present).  Buy-back arrangements between 
the Distributing Agency and processor must be established in writing prior to any product 
processing. 
Processor:  Any commercial facility which processes or repackages commodity foods.  
However, commercial enterprises, which handle, prepare and/or serve products or meals 
containing commodity foods on-site solely for the individual Recipient Agency under contract 
are exempt under this definition.  School food authorities that provide meals to other eligible 
outlets are exempt from being defined as processors if they provide accountability for the 
commodities they are given and return any profit from the venture to their own school food 
service account. 
Production Records:  Records kept by the processor that document the production of the 
finished end product.  The records show the types and amounts of ingredients used to produce 
the end product and the amount of end product produced.   

http://www.fns.usda.gov/fdd/pcims/default.htm�
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Production Run (Red Meat and Poultry):  Term used to describe a specified manufacturing 
period.  In most cases, a production run is based on each end product manufactured as Stated 
on an individual MCG-44 for red meat (beef or pork) or an individual grading certificate for 
poultry.  The exception to this practice is when production occurs over two or more days and 
two or more MCG-44’s or grading certificates are generated.   
Rebate:  Funds distributed to the recipient agency from the processor to compensate for the 
value of the donated food used to manufacture the finished commodity processed product. 
Rebate:  Again, I know what it is but would like a formal definition inserted.   
Recipient Agency (RA):  Any of the following organizations within a State eligible to receive 
USDA commodity foods:  schools (public and private), residential child care institutions, 
charitable institutions, nutrition programs for the elderly, summer camps, Summer Food 
Service Program participants, and soup kitchens. 
Redonation:  Commodity that has been shipped to one State Distributing Agency (SDA), then 
returned to the custody of USDA, and then given to another SDA. 
Refund Application:  An application (usually a pre-printed form) completed by a Recipient 
Agency or distributor and sent to the processor that certifies the purchase of end products.  
Receipt of the refund application obligates the processor to refund the contract value of the 
commodity food contained in the end products purchased.  This application may be sent 
electronically.      
Refund System:  A value pass-through system by which a Recipient Agency purchases a 
processor’s end products at the commercial price and receives from the processor, by means 
of a refund application, a payment equivalent to the value of the commodity foods contained in 
the end products.  See the definition of Refund Application, Direct Refund Sale, and Indirect 
Refund Sale. 
Rework:  Wholesome, salvageable product generated during a production run that is not 
acceptable as the specified product Stated on the end product data schedule.  Product such as 
broken patties or nuggets, or other defects such as missing breading, lumps, and ridges would 
be classified as rework product.  Rework may NOT contribute to the yield achieved during a 
production run.   
Sale:  A sale represents the total number of units of a specific end product sold to a Recipient 
Agency.  The documentation of a sale typically consists of a delivery ticket (showing the 
Recipient Agency signed for the particular product) and a billing invoice issued by the 
processor/distributor that delivered the product.  Performance reports are compiled by 
summarizing the information contained in the sales documents for a specific reporting month.  
A processor may bill and report a sale each time a delivery takes place or he may choose to 
bill for product delivered over a specific period of time (i.e., on a monthly basis). 
School Year:  The school year begins each July 1 of the calendar year and ends June 30 of 
the following calendar year.  
Single Inventory: This concept was introduced in Policy Memo No.FD-020 (see Appendix No. 
10) The main premise of this policy was to eliminate the obligation of the RA to report separate 
inventories values of commercial and commodity foods left over at the end of the year.  Since 
USDA has promoted commercial labeling of commodity foods and the increase of processed 
raw commodities by commercial vendors, it had become increasingly difficult for RA’s to 
discern the difference between the two.  This policy represents a paradigm shift in how 
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commodity food is valued once the RA receives it.  In essence, once the RA receives the 
commodity food it becomes indistinguishable amongst commercial product. As a result, the 
concept of backhauling has changed.  Since the majority of states now participate in Single 
Inventory, the burden of responsibility is now the RA’s to require the processor to account for 
inventory tracking of backhauled product, instead of RA’s needing their SDA’s permission to do 
this. 
Standard Yield: Don’t most people think of “SY” as school year? A concept that originated in 
poultry processing where the processor guarantees a fixed number of cases will be produced 
using a fixed amount of commodity.  The standard yield is always fixed at a level that requires 
the processor to add some commercial product to achieve the required yield.  Standard yield 
could be used for other commodities when a processor has significant manufacturing loss in 
the production of an end product. 
State Distributing Agency (SDA):  The agency, usually an agency of State government, 
which enters into an agreement with FNS for the distribution of commodity food to eligible 
Recipient Agencies.     
State Participation Agreement (SPA): An agreement between an individual State and a 
multi-State processor, which defines how the processor may do business in that particular 
State.  Used in conjunction with a National Processing Agreement. 
Summary End Product Data Schedule (SEPDS):  A compilation of the information that was 
provided through the submission of individual EPDS’s to USDA under a National Processing 
Agreement.  This schedule provides relevant information to Recipients regarding case weight, 
serving sizes, approximate servings per case, and the commodity food needed to produce a 
case of finished product. 
Sub-Distributing Agency:  An Agency performing one or more distribution functions for a 
Distributing Agency other than, or in addition to, functions normally performed by common 
carriers or warehouse operators.  A Sub-Distributing Agency may also be a Recipient Agency. 
Substitutable Food:  A USDA commodity food that may be replaced by a commercially 
purchased food of domestic origin and of equal or better quality to the commodity food 
provided by USDA.   
Surety Instrument:  A bond or letter of credit that is provided to USDA or the State to provide 
protection against a loss of commodities by a processor.  
Tare Weight:  The weight of the commodity food packaging (containers). 
Transfer: The Transfer: giving of commodity by an eligible Recipient to another eligible 
Recipient.  Transfers between like Recipients are approved by the State or States involved and 
transfers between unlike Recipients must be approved by FNS. 
Tote: A large bulk container used to ship large quantities of product to a manufacturer. Tomato 
paste totes contain 3,200 pounds of product.  Bulk kernel corn totes contain 2,700 pounds of 
product. 
Truck Lot:  A quantity of food equal to a truck shipment.  Generally, a trucklot is equal to 
approximately 40,000 pounds of commodity food and contains between 700 to 1,400 cases of 
food, depending upon the food item.  This quantity can be found in the commodity file. 
Value Pass-Through System (VPT):  A system used to ensure that the full value of the 
commodity food contained in the end product is passed on to the eligible purchasing Recipient 

http://www.fns.usda.gov/fdd/pcims/Nov15CommodityFiles.htm�
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Agency.  See the definitions for Direct Sale, Refund, Indirect Sale, Fee For Service, and 
Discount System. 
WBSCM: Web Based Supply Chain Management is an internet based computer system  used 
by USDA to process and track USDA food for nutrition assistance programs. This program 
replaced PCIMS and ECOS. 
Wholesomeness: This term means freedom from external evidence of any disease or 
condition which may render a carcass or product unfit for food. 
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H. Glossary of Acronyms 
AAA Area Agencies on Aging 
ACDA   American Commodity Distribution Association  
AMS    Agricultural Marketing Service, USDA   DA 
CACFP  Child & Adult Care Food Program, FNS/USDA  
CAP Commodity Acceptability Progress [Reports]  
CCC Commodity Credit Corporation, FSA/USDA 
CDC    Centers for Disease Control and Prevention, DHHS 
CI    Charitable Institutions    
CIC    Commodity Improvement Council, USDA    
CID  Commercial Item Description  
CLOC    Commodity Letter of Credit    
CPI Consumer Price Index 
CR    Civil Rights    
CSFP    Commodity Supplemental Food Program, FNS/USDA   
DASNP  Deputy Administrator for Special Nutrition Programs 

(SNP), FNS/USDA   
DHHS  Department of Health & Human Services  
ECOS   Electronic Commodity Ordering System    
EFOs Emergency Feeding Organizations 
EPDS End Product Data Schedule 
FSDA    Food and Drug Administration, DHHS  
FDD Food Distribution Division, FNS/USDA    
FDPIR  Food Distribution Program on Indian Reservations, 

FNS/USDA     
FEMA Federal Emergency Management Agency 
FFS Fee For Service 
FNCS  Food, Nutrition and Consumer Services  
FNIC  Food and Nutrition Information Center  
FNS    Food and Nutrition Service, USDA    
FNSRO Food and Nutrition Service (FNS) Regional Office 
FOIA  Freedom of Information Act  
FSA    Farm Service Agency, USDA    
  

http://www.commodityfoods.org/�
http://www.ams.usda.gov/�
http://www.fns.usda.gov/fdd/�
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FSIS    Food Safety and Inspection Service, USDA    
FSMC    Food Service Management Companies    
FSP    Food Stamp Program, FNS/USDA    
FY Fiscal Year 
HACCP Hazard Analysis and Critical Control Point  
HHP   Household Programs, FNS/USDA  
IFB Invitation For Bid 
ITOs   Indian Tribal Organizations    
KCCO   Kansas City Commodity Office, FSA/USDA    
NAFDPIR 
  

National Association of Food Distribution Programs on 
Indian Reservations  

NFSMI  National Food Service Management Institute 
NOI Net Off Invoice 
NPA National Processing Agreement 
NSIP    Nutrition Services Incentive Program FNS/USDA 
NSLP    National School Lunch Program, FNS/USDA    
ORA Office of Research and Analysis, FNS/USDA   

(fka/OANE  
OGC    Office of General Counsel, USDA    
OIG    Office of the Inspector General, USDA    
OMB    Office of Management and Budget 
PAL Planned Assistance Level 
P.L.  Public Law  
PCIMS    Processed Commodities Inventory Management 

System    
RFP Request For Proposal 
S&I   Schools &Institutions    
SBP    School Breakfast Program, FNS/USDA    
SC    Summer Camps    
SDA State Distributing Agency aka/ DA 
SEA State Education Agency 
SEPDS Summary End Product Data Schedule 
SFA    School Food Authority    
SFSP   Summer Food Service Program, FNS/USDA    
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SNE  Society for Nutrition Education 
SNA School Nutrition Association 
SNP    Special Nutrition Programs, FNS/USDA   
SOC State Option Contracts [Program], AMS/FNS/USDA 
SPA State Participation Agreement 
SY School Year or Standard Yield depending on the 

reference 
TANF Temporary Assistance for Needy Families  
TEFAP  The Emergency Food Assistance Program,  

FNS/USDA  
USDA   United States Department of Agriculture    
VPT 
WBSCM 

Value Pass Through 
Web Based Supply Chain Management 

WIC   Women, Infants and Children, FNS/USDA    
 

  

http://www.schoolnutrition.org/�
http://www.usda.gov/�
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I. Appendix 
 
 Appendix No.1   Fee for Service RA and Distributor Sample Agreement 
 
 Appendix No. 2  Net off Invoice RA and Distributor Sample Agreement  
 

Appendix No. 3 Policy Memo FD-025 Fee-For-Service Billing Methods 
through a Distributor 

 
 Appendix No. 4  Vendor Meeting Sample Form 
 
 Appendix No. 5  Cafeteria Manager Survey Sample Form 
 

Appendix No. 6  Food Sample Form 
 
 Appendix No. 7  Student Survey I Sample Form 
 
 Appendix No. 8  Student Survey II Sample Form 
 

Appendix No. 9 Policy Memo FD-038 Elimination of Pricing Information on 
End Product Data Schedules and Summary of End Product 
Data Schedules 

 
Appendix No. 10 Policy Memo FD-020 - Single Inventory and Related 

Commodity Issues 
 
Appendix No. 11 RA and Distributor Agreement NEW w/Food Defense clause 
 
Appendix No. 12 Commodity Hold and Recall Process: 
 http://www.fns.usda.gov/fdd/foodsafety/hold-recallpros.pdf 

 

http://www.fns.usda.gov/fdd/PolicyMemo/pmfd038_SP-EPDS-PricingInfo.pdf�
http://www.fns.usda.gov/fdd/PolicyMemo/pmfd038_SP-EPDS-PricingInfo.pdf�
http://www.fns.usda.gov/fdd/PolicyMemo/pmfd038_SP-EPDS-PricingInfo.pdf�
http://www.fns.usda.gov/fdd/foodsafety/hold-recallpros.pdf�


 
 

FEE FOR SERVICE Appendix 1 
RECIPIENT AGENCY & DISTRIBUTOR SAMPLE AGREEMENT 

 
In an effort to protect recipient agencies (RA) and the integrity of the food distribution program, this sample 
agreement can be used as a guideline when preparing a scope of work, bid specifications, or contract for your 
entity. 
 
This agreement is for the 20__ - 20__ school year, between recipient agency (_____________________) and 
distributor (______________________).  Both parties signing below acknowledge our mutual responsibilities.   
 
The following responsibilities are required for this fee for service through distributor agreement. 
 
Distributor will invoice RA for:  (check one) 
 _____ Handling/Storage/Distribution Fee Only 
 _____ Fee for Service and Handling/Storage/Distribution Fees 
 

1. Distributor will provide proof of added property insurance endorsement to cover any damage to 
commodity products while in their care.  

 
2. Distributor will provide written fee schedule for any additional storage costs that the RA may incur 

after _____ days. 
 

3. Distributor will provide deliveries according to the following 
schedule:_______________________________________________________________________ 

 
4. This agreement will be effective________________________(enter date MMDDYY) 
 
5. Information provided to RA will be treated as proprietary and confidential. (Please specify which 

information). 
 
6. RA or distributor may terminate this agreement for cause upon 30 days with written notification or 

without cause upon 60 days written notification of the other party.* (This statement must be 
consistent with the entity’s boiler plate terms and conditions.)  Disposition of remaining inventory 
covered in this agreement will be in accordance to the terms and conditions of the processing 
agreement 

 
If the distributor is invoicing the RA for the Fee for Service, then: 
       

1. Distributor will provide two line items on their invoice – one for the fee for service amount and the 
other for the handling/storage/distribution fees.  If thy only provide one line item on the invoice, 
distributor will break out the fee for service and the handling/storage/distribution fees as required by 
FD-025 (March 29, 2004) providing the information to the RA. 

 
2. Distributor will provide a usage/velocity report to the processor with products and cases delivered to 

the RA in a timely basis, week preferred. The RA reserves the right to obtain the same 
usage/velocity reports from the Distributor. 

 
________________________________________ _______________________________________ 
Distributor Name     Recipient Agency Name 
________________________________________ _______________________________________ 
Distributor Contact     Recipient Agency Contact 
________________________________________ _______________________________________ 
Phone Number/Fax Number    Phone Number/Fax Number 
________________________________________ _______________________________________ 
E-mail Address      E-mail Address 
______________________________________ _______________________________________ 
Distributor Address     Recipient Agency Address 
________________________________________ ______________________________________ 
City/State/Zip Code     City/State/Zip Code 
       _______________________________________ 
       RA Number 
 

ACDA December 2007          



 
 
 
 

Appendix 2 VALUE PASS THROUGH (NET OFF INVOICE) 
RECIPIENT AGENCY & DISTRIBUTOR SAMPLE AGREEMENT 

 
In an effort to protect recipient agencies (RA) and the integrity of the food distribution program, this sample 
agreement can be used as a guideline when preparing a scope of work, bid specifications, or contract for your 
entity. 
 
This agreement is for the 20__ - 20__ school year, between recipient agency (_____________________) and 
distributor (______________________).  Both parties signing below acknowledge our mutual responsibilities.   
 
The following responsibilities are required for this value pass through agreement. 
 

1. Distributor will itemize or note the value of the commodity on each invoice.  If distributor is unable to 
provide more than one line on their invoice, they will provide a summary report of pricing noting the 
gross price and the value of the commodity. 

 
2. Distributor will have the technology in place to meet the reporting requirements of the processor(s). 
 
3. Distributor will provide RA with a summary of how they will handle sales verification, usage/velocity 

reports, and commodity tracking for audit requirements. 
 
4. Distributor agrees to provide usage/velocity report on behalf of the RA to the designated 

processor(s) on a (specify frequency- weekly preferred) basis. 
 
5. Distributor agrees to provide the product(s) specified in the bid and will not substitute other brands.   
 
6. Distributor agrees to slot all products agreed upon on a regular basis. 
 
7. Distributor will provide deliveries according to the following schedule: 

_______________________________________________________________________ 
 
8. This agreement will be effective________________________(enter date MMDDYY) 
 
9. Information provided to RA will be treated as proprietary and confidential. (Please specify which 

information). 
 
10. RA or distributor may terminate this agreement for cause upon 30 days with written notification or 

without cause upon 60 days written notification of the other party.* (This statement must be 
consistent with the entity’s boiler plate terms and conditions.) 

 
________________________________________ _______________________________________ 
Distributor Name     Recipient Agency Name 
________________________________________ _______________________________________ 
Distributor Contact     Recipient Agency Contact 
________________________________________ _______________________________________ 
Phone Number/Fax Number    Phone Number/Fax Number 
________________________________________ _______________________________________ 
E-mail Address      E-mail Address 
________________________________________ _______________________________________ 
Distributor Address     Recipient Agency Address 
________________________________________ _______________________________________ 
City/State/Zip Code     City/State/Zip Code 
       _______________________________________ 
       RA Number 
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Appendix 4  
 

VENDOR MEETING 
 

DATE: ______________________ 
 

COMPANY NAME: _______________________________________________ 
 
COMPANY REPRESENTATIVE: _____________________________________ 
 

BROKER NAME: ________________________________________________ 
 
BROKER REPRESENTATIVE: ______________________________________ 
+++++++++++++++++++++++++++++++++++++++++++++++++++++ 
 

PRODUCTS SHOWN 
 
1._____________________________________________________________________ 
PRODUCT INFORMATION    
_______________________________________________________________________ 
 

_______________________________________________________________________ 
 

_______________________________________________________________________ 
       
_______________________________________________________________________ 
 
2._____________________________________________________________________ 
PRODUCT INFORMATION    
_______________________________________________________________________ 

       
_______________________________________________________________________ 
 

_______________________________________________________________________ 
 
_______________________________________________________________________ 
 
OTHER: 
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FOOD & NUTRITION SERVICES Appendix 5 
 

CATETERIA MANAGER SURVEY 
 
 

PRODUCT:  ______________________________________ 
 

DATE SAMPLED: _________________________________ 
 
 
1. Please rate the student acceptability of the product tested.  (1-5, 5 being 

the best).   
 
 
 
2. Do you feel this would be a good addition to the elementary school or 

junior high lunch menu?  What about for faculty?  How do you feel this 
item would be best used? 

 
 
 
 
 
 
3. Please list any problems you would foresee with the product, such as 

preparation, serving, etc. 
 
 
 
 
 
 
4. Please give any feedback you received from the students, as well as any 

input you have on the product. 
 
 
 
 
 
 

Thank you for your input.  Please return this form to Food & Nutrition 
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FOOD SAMPLE FORM 

 
 
 
DATE:  _______________________________________________ 
 
 
ITEM:  ________________________________________________ 
 
MANUFACTURER:   
 
___________________________________________________ 
 
____________________________________________________ 
 
 
CODE NUMBER:  _______________________________________ 
 
 
CASE PACK:  __________________________________________ 
 
 
BROKER:  _____________________________________________ 
 
 
BROKER RESPRESENTATIVE:  NAME - E-MAIL - TELEPHONE NUMBER 
(or attach business card) 
 
_____________________________________________________________ 
 
_____________________________________________________________ 
 
_____________________________________________________________ 
 
 
 
** ATTACH NUTRITIONAL INFORMATION TO FORM 
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 Appendix 7 STUDENT SURVEY  I – “HAMBURGERS” 
 
 
1. Which hamburger do you prefer?  (Please circle the corresponding letter.) 

 

A      B     
 
 

2. Would you like to have this type of hamburger on the school menu? 
 

YES     NO 
 
 
 
3. Please write any comments you have 
 
 
 
 
 
 
 
 
 

STUDENT SURVEY – “HAMBURGERS” 
 
 

1. Which hamburger do you prefer?  (Please circle the corresponding letter.) 
 

A      B     
 
 

2. Would you like to have this type of hamburger on the school menu? 
 

YES     NO 
 
 
 

3. Please write any comments you have 
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 Appendix 8 

STUDENT SURVEY II – “Cheeseburger Mac” 
 
 
4. Do you like the cheeseburger macaroni casserole? 

 
5. Would you like to have this type of casserole on the school menu? 
 

YES     NO 
 
 
 
6. Please write any comments you have 
 
 
 
 
 
 
 

STUDENT SURVEY – “Cheeseburger Mac” 
 
 
1. Do you like the cheeseburger macaroni casserole? 

 
2. Would you like to have this type of casserole on the school menu? 
 

YES     NO 
 
 
 
3. Please write any comments you have 
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Appendix 11 

RECIPIENT AGENCY 
AND 

DISTRIBUTOR 
Agreement 

 
The following agreement will be in effect for the 2009-2010 school year (July 1, 2009-June 30, 
2010) between _________________  “Recipient Agency” (RA) and ____________________ 
“Distributor”, collectively the “Parties”.  Both Parties signing below acknowledge and agree to 
be contractually obligated, by the following responsibilities when delivering products containing 
USDA food: 
 
RA BUSINESS PRACTICES: 
 

a) delivery times are: 
b) advance notice of delivery is: 
c) No substitutions of brand or item without prior approval 
d)  
e) Other:        

 
DISTRIBUTOR RESPONSIBILITIES: 
 
 REPORTING AND REIMBURSEMENT: 

a) Distributor agrees to provide RA with a report of product usage by item code and 
manufacturer (in lieu of data transfer) in a format specific by RA  
     OR 

b) The Distributor agrees to provide data transfer of product usage by item code and 
manufacturer  to RAs designated system via electronic channels either daily  or 
weekly  (choose one).  

c) The Distributor agrees to provide a monthly remaining USDA product inventory 
report to the RA. 

d) Distributor will provide RA with a certificate of insurance naming the Processor as a 
beneficiary for both property and liability coverage in the amount of 
________________dollars. 

e) Reimbursement to RA for lost and/or damaged cases must include at a minimum:  
transportation charges to distributor, USDA food value (based upon current USDA 
purchase value), and fee for service.  

f) All provisions outlined in FD-025 for Fee for Service through a distributor must be 
followed.  Distributor will itemize or note the value of the individual USDA food(s) 
(if combined item) on each RA invoice.  If unable to provide more than one line on 
their invoice, they will provide RA with a report of pricing stating the gross price and 
the value of the USDA food(s). 

g) Data must follow the guidance on the attached ACDA approved Agreement. This will 
insure accurate reporting to the Processor. 

h) Program will take effect       (enter date MMDDYY). 

ACDA - Sample Document 
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 FOOD DEFENSE 
Distributor must have Hazard Analysis Critical Control Point (HACCP) plan on file that 
may be reviewed by RA for recall/hold control procedures.  This should include, but not 
limited to: 
 
i) Distributor must have traceability systems in place from receipt to delivery to 

designated delivery site. 
j) Distributor must provide evidence of conducting a mock recall for product once per 

year. 
k) Distributor must provider with 24/7 accessibility of staff in the event of a USDA 

Hold/Recall—individuals with contact numbers and back ups must be provided with 
the bid document. 

l) Distributor must have public notification capability on website to provide updates on 
USDA Hold and Recall data for customers . 

OR 
m) Distributor must provide a communication plan to the RA for hold and recall 

situations. 
n) RA or Distributor may terminate this Agreement in writing from either party upon: 

 
1.      days with cause   
2.       days without cause 

 
Disposition of remaining inventory covered in this Agreement will be in accordance 
with terms and conditions of all applicable approved ACDA Processing Agreements.  

 
Recipient Agency INFORMATIOIN 
NAME 
 

      

ADDRESS 
 

      

CITY 
 

      

STATE 
 

      

ZIP       

WEB ADDRESS       

24/7 contact info:  

 
                  
Name (please print)     Title 
__________________________________  __________________________________ 
Signature      Date 

ACDA - Sample Document 
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Appendix 11 

DISTRIBUTOR CONTACT INFORMATION 
 NAME PHONE EMAIL 
Sales Rep 
 

                  

Bid Coordinator 
 

                  

Information Systems 
 

                  

 
Note:  for multiple processors at a distributor, reproduce and complete this form as necessary.  
Include all documents with this agreement. 
 
 
PROCESSOR INFORMATIOIN 
NAME 
 

      

ADDRESS 
 

      

CITY 
 

      

STATE 
 

      

ZIP       

WEB ADDRESS       

 
                  
Name (please print)     Title 
 
__________________________________  __________________________________ 
Signature      Date 
 
 

PROCESSOR CONTACT INFORMATION 
 NAME PHONE EMAIL 
Sales Rep 
 

                  

Bid Coordinator 
 

                  

Information Systems 
 

                  

 
 

ACDA - Sample Document 
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ACDA - Sample Document 
October 2008 page  4 of 4   

FORMAT FOR ELECTRONIC TRANSFER OF DATA 
 
 
 
Type of Data Transmission:  Fixed Length Flat File 
 
 
 
Length Position Description 
10  1-10  Distributor Number (assigned by Processor) 
35  11-45  School District Name 
35  46-80  School District Address1 
35  81-115  School District Address2 
35  116-150 City 
03  151-153 State 
10  154-163 Zip Code 
16  164-179 Phone 
20  180-199 Invoice Number (Distributor) 
10  200-209 Invoice Date 
18  210-227 Processor’s Product Code 
18  228-245 Case Count 
13  246-258 Allowance Amount 
10  259-268 School number assigned by Distributor 
15  269-283 School Recipient Agency # (assigned by State) 
10  284-293 Catch Weight Pounds  
10  294-303 Bid Number 
10  304-313 Vendor number (Distributor’s number for Processor) 
 
Note: 

 Numeric values should be right justified within data element length and should not be 
preceded by zeros.   

 Non-numeric values and dates should be left justified within data element length 
 Dates should be in the format:  05/21/2004 (four digit year) 
 Use a file name that identifies distributor name and date (i.e., 
abcdistribution_093004) 

 
 



July 12, 2001

SUBJECT: Commodity Hold and Recall Process

Attached is the U.S. Department of Agriculture’s (USDA) process for handling commodity holds and
recalls.  It was jointly developed by the Food and Nutrition Service, the Agricultural Marketing Service,
the Farm Service Agency, and the Food Safety and Inspection Service.  The process is effective August
1, 2001.

This new process: 

• institutionalizes USDA’s food recall/hold process;
• defines Federal, State and local agency roles and obligations;
• streamlines and expedites the reimbursement process;
• defines reimbursable costs;
• streamlines and improves communication at all levels;
• provides information to State and local agencies more quickly;
• limits commodity holds;
• removes adulterated product from recipient agencies quickly.

If you have any questions, please contact your FNS Regional Office or email the Director of the Food
Distribution Division at fdd-pst@fns.usda.gov.

/s/

LES JOHNSON
Director
Food Distribution Division

Attachments

mailto:fdd-pst@fns.usda.gov
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Commodity Hold and Recall Process
July 12, 2001

I.  INTRODUCTION

The commodity hold and recall process is used when a food safety issue is raised about a U.S.
Department of Agriculture (USDA) purchased commodity.  The new process pertains exclusively to
USDA-purchased commodities delivered to approved entities (recipient agencies and processors).  It
changes the existing recall process in the following ways:

• institutionalizes USDA’s commodity food recall/hold process;
• streamlines and clarifies communications among USDA agencies – Agricultural Marketing

Service (AMS), Food Safety and Inspection Service (FSIS), Farm Service Agency (FSA) and
Food and Nutrition Service (FNS) - and with the U.S. Department of Health and Human
Services’ Food and Drug Administration (FDA) and the Department of Defense’s Defense
Supply Center Philadelphia (DOD);

• streamlines and expedites communications between USDA and State distributing agencies
(SDAs) and local recipient agencies (RAs);

• removes adulterated product from RAs as soon as possible, but not later than 30 days after
recall; 

• defines reimbursable costs and expedites product replacement and reimbursement to SDAs and
RAs;

The process does not relieve vendors of their responsibility for replacement and reimbursement of
recalled products.

To make it easier to explain the new process, this memorandum is divided into three primary areas: 1)
Decision and Notification, 2) Product Disposition, and 3) Reimbursement/Replacement Process.  The
appropriate responsibilities among the Federal, State and local levels are discussed for each area. 
Attached are appendices providing acronyms and a description of allowable reimbursable costs.

II.  DECISION AND NOTIFICATION PROCESS

As a reminder, if you suspect a food safety issue, immediately contact your local or State
health department.  In addition, please contact the Food and Nutrition Service (FNS) through
their commodity hotline at 800-446-6991.

A.  Federal Responsibilities

The responsible regulatory agencies, FSIS or FDA, receive food safety concerns from many sources
including hotlines, sampling and testing programs, vendor notification, and State and local
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agencies including health departments. When the product involved is a USDA purchased commodity the
following actions will take place:

1. FSIS immediately alerts FNS and, depending on the product, the appropriate Procurement
Agency – AMS, FSA, or DOD - that there is a potential recall.  The procurement agency
identifies the potential destinations and amount of product involved.  (Note:  FSIS is responsible
for regulating meat, poultry and egg products.  FDA regulates the remaining products including
fruits, vegetables, dairy, fish, grains and nuts.  FSIS will act as a liaison between FNS and the
procuring agency, on all recalls, including those regulated by FDA.)

2. FSIS/FDA begins its investigation, including product testing and within 10 calendar days
makes a recommendation on the disposition of the product.

3. In the event initial testing is inconclusive, FSIS or the Under Secretary of Food Safety in
conjunction with the procurement agency and FNS staff, makes a recommendation to FNS as
to whether to put the product on hold. FNS will communicate hold decisions to SDAs, who will
then inform the affected RAs.  The hold is to provide time for additional testing and data
collection and may result in a recommendation to the company for a recall.

4. When a firm recalls a product,  FSIS or the Under Secretary of Food Safety communicates the
recall decision to FNS and the appropriate Procurement Agency.  FSIS prepares a recall notice
and recommended press release and supporting information and supplies it to FNS within 24
hours of the recall decision.  FNS notifies SDAs within 24 hours of the recall and provides
them with the recall notification, press release and other information needed to track
the product and document reimbursable costs.  Commercial processors, where applicable,
will be notified immediately if a recalled commodity has been shipped to their plant.  At the
same time, the Procurement Agency begins discussions with the vendor for pick-up and
replacement of recalled product.

B.   SDA Responsibilities

1. The SDA shall assign a State Food Safety Coordinator and alternate, and provide the names,
titles, email addresses, phone and fax numbers to FNS.  Contact information must be provided
for contacts during and after normal work hours.  The SDA shall have a similar contact list for
its RAs.

2. Upon receipt of a recall notification, SDAs must contact each affected RA as soon as possible,
but no later than 24 hours  after receiving the recall notification.  SDAs will disseminate the
recall notification, press information and other information needed to track the product and
document reimbursable costs to affected RAs.
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3. SDAs should contact the appropriate distributor/warehouse, directing them to place the
commodity on hold and to determine:  a) the amount of recalled product still in storage at the
State level, and b) the location and amount of product delivered to RAs. 

C.  RA Responsibilities

1. Each RA is responsible for appointing a Food Safety Coordinator and providing the name, title,
email address, phone and fax numbers to the SDA.

2. In the event of a food recall, affected RAs will receive from the SDA a recall notification, press
release, and request for information to be returned. 

• The recall notification will provide the name of the product, affected lot numbers and other
product information. 

• Additional information will be included to assist RAs to respond to requests from media,
parents, school district officials and others.  

• RAs must provide the location and quantity of product in storage, amount of product
already consumed and document reimbursable costs.

3. RAs must immediately notify their sites of the recall, identify the location of the affected
products (verify that the food items bear the product identification codes), isolate the
commodities to avoid accidental use and take an accurate inventory by location.

The quantity and location of the product must be submitted to the SDA within 10 calendar days of the
recall. This quick turnaround is important for the following reasons:

• When a recall occurs, USDA contracting officers work with the vendor to expedite removal
of the product and replacement of the product.  During these discussions, it is important for
both USDA and the vendor to know the scope (locations and quantity) of the recall;

• USDA needs the cost data as soon as possible in order to expedite the reimbursement.

III.  PRODUCT DISPOSITION

A.  Federal Responsibilities

As SDAs and RAs are compiling inventory information, the Procurement Agency will work with the
vendor to determine the best course of action for collecting the recalled product at local or centralized
locations.  In certain circumstances, product may be destroyed on-site, if agreed by the vendor and
approved by FSIS. 
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B.  SDA Responsibilities

SDAs will be in constant communication with RAs and affected warehouses/distributors.  In the
majority of situations, the recalled product will be returned to the vendor from central locations within
each State.  In those situations, SDAs will contact each affected distributor/warehouse to arrange for
timely pick-up of the recalled product from each school.  If the distributor delivers to a central location
at the RA, it is normally the RA’s responsibility (depending on their contract with the
distributor/warehouse) to consolidate the product from affected schools to a central location within the
RA’s area of responsibility for pick-up.  The recalled product should be consolidated for pick-up
as soon as possible, but no later than 30 days after the date of the recall notification.

C.  RA Responsibilities

RAs will work with the SDA and the contracted warehouse/distributor to determine the appropriate
method and timeframe for picking up the recalled product.

IV.  REIMBURSEMENT/REPLACEMENT PROCESS

On October 31, 1998, Congress enacted Public Law 105-336, the William F. Goodling Child Nutrition
Reauthorization Act of 1998 (the Act).  Section 15 of the Act authorized the Secretary to reimburse
States for State and local costs associated with the removal of commodities if the Secretary determined
that the commodities posed a health or safety risk.  The law stipulates that reimbursable costs are limited
to “storage, transportation, processing and distribution of the commodities.”

When a recall occurs, in most cases the vendor/processor is responsible for replacing the affected
product and reimbursing Federal, State and local agencies for allowable costs incurred as a result of the
recall. USDA will request that vendors make restitution for those SDAs that have submitted timely
documentation within 20 working days from the date of the recall notification.  Should  payment
from the vendor not occur, USDA may reimburse the State and local agencies for specified costs and
seek reimbursement of those expenditures from the vendor/processor.

Described below are several types of recalls and holds and a discussion and corresponding
replacement/reimbursement instructions:

A.  Food Safety Recalls

When a commodity is recalled, USDA will proceed according to the type of commodity product
involved, as follows:
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1. Commodity Delivered As Purchased by USDA (e.g.; frozen ground beef, bought and delivered
to the SDA as frozen ground beef.)

• Vendor assumes responsibility for replacement and costs incurred by the SDA/RA.  Should
vendor default or delay restitution 20 days after notification, USDA will initiate action to
replace the product and may reimburse SDA/RAs for certain costs as described in
paragraph E below.  USDA continues to seek reimbursement from the vendor.

2.  Reprocessed Commodity Delivered to SDA/RA (e.g., bulk chicken into breaded, cooked
chicken nuggets)

• USDA purchases bulk commodities for further processing at the request of SDA’s.  SDA’s
contract directly with processors to have the commodity made into a processed product. 
USDA is not a party to that contract.  In some cases, the raw product may be the source of
contamination resulting in a health or safety risk and in other situations the source of
contamination may be the reprocessor’s plant.  In addition, in some cases the processor
may be substituting equivalent commercial product for the commodity product (called
Substitution).  Each scenario is unique, and resolution will proceed in the following manner:

3. When Raw Product Is Recalled (With No Substitution)

• When bulk product that has already been further processed (end product) is determined to
pose a health or safety risk, the commodity vendor is responsible for all costs incurred by
the USDA, the SDA and/or RAs, including processing costs pursuant to the terms of the
processing contract.  Should vendor default or delay restitution 20 days after notification,
USDA will initiate action to replace the raw product and reimburse SDAs/RAs for
processing costs while seeking reimbursement from the vendor.

• USDA is not a party to the processing contract and cannot make payments directly to
processors – only to an SDA who in turn can pay processors.  SDAs should submit copies
of paid processor bills with their reimbursement package.  In situations where a State has
not paid a processor but the processor has incurred processing expenses, the SDA must
work closely with USDA and the processor to come to an acceptable solution. 

4. When Raw Product Is Recalled (With Substitution)

• With USDA approval, processors may substitute commercial product for donated
commodities to produce finished end products for SDA/RAs.  The processor may then
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use the USDA commodity to produce commercial product for sale to commercial outlets.
This is a commercial recall and USDA will not assume responsibility for costs incurred
beyond replacement of the implicated commodity.  USDA will seek reimbursement from the
vendor as in other cases.

5. When End Product is Recalled (Commercial Recall)

• When the bulk product delivered to the processor is safe, but the end product is determined
to be a health or safety risk, normally due to a problem at the processing plant, it will be
treated as a commercial recall.  The processor assumes responsibility for all costs incurred
by the USDA, the SDA and/or RAs, pursuant to the terms of the processing contract.
USDA will not assume responsibility for costs incurred.

B.  Administrative Recalls

The Department may occasionally decide to remove products from distribution when it decides safety is
a concern, even though the products technically meet purchase specification requirements and are free
to move in commercial distribution channels.  FNS shall be responsible for notifying the SDAs.  Since
these products ostensibly meet purchase specification requirements, USDA will develop strategies for
disposition and replacement of the product, and reimburse States and recipient agencies for their
reimbursable costs, including any incurred processing fees, within acceptable limits.  Although
commodities are normally delivered 6 to 8 weeks after purchase, USDA will attempt to expedite
delivery of replacement products.  USDA will coordinate product removal, replacement and expense
reimbursement.

C.  Specification Recalls

A commodity that does not meet product specifications may be voluntarily, or at USDA’s request, be
recalled. If recall at the direction of USDA, FNS shall be responsible for notifying the appropriate
SDAs.  The vendor, working with the relevant Procurement Agency, is responsible for retrieving and
promptly replacing the identified commodity, and reimbursing SDAs/RAs for transportation and storage
expenses.

D.  Holds

Commodities may be placed on hold for up to 10 calendar days to prevent use until further testing and
inspection can clarify a suspected problem.  FNS is responsible for notifying the appropriate SDAs. 
FSIS (or FDA through the Under Secretary of Food Safety), in consultation with FNS staff and the
responsible procurement agency, is responsible for making the recommendation to
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FNS to put the product on hold.  If a product is held beyond 10 days for further testing, USDA may
instruct the SDA to immediately consolidate the product and put it under SDA control.  USDA may
reimburse SDAs/RAs as follows:

1. Product Placed on Hold, Then Released

• If the hold extends beyond 10 calendar days, USDA may reimburse SDAs/RAs up to 1
month’s standardized storage cost, if applicable.  If held product is returned to the SDA
warehouse, USDA may reimburse for one round trip (remove the recalled product to
State control and return it to the RA) to and from SDAs warehouse/distributor.

2. Product Placed on Hold by Local Health Inspector, Then Released or Voluntarily Recalled
by Vendor

• In instances in which USDA, through FSIS and FDA, does not concur with local health
inspectors that probable cause existed for the hold, USDA assumes no responsibility for
costs incurred by the SDAs/RAs.

V.  REIMBURSABLE/REPLACEMENT PROCESS AND RESPONSIBILITIES

When a donated commodity poses a health or safety risk, the vendor must replace the product and
reimburse the SDAs/RAs in accordance with their contracts.  Should the vendor default or delay
restitution more than 20 days after notification, USDA may replace the commodities and reimburse the
SDAs/RAs.  Subsequently, USDA will seek reimbursement from the vendor.  USDA may reimburse
SDAs for the following expenses:

• One month standardized storage costs (see Appendix B);
• One round trip transport of commodities;
• On-site destruction of commodities, when approved by USDA; and
• Processing costs, when an SDA/RA has further processed the product under an approved

agreement, subject to the limitations in Section IV.A.

A.  Federal Responsibilities

1. The responsible Procurement Agency will closely monitor the process to attempt to ensure the
vendor/processor initiates reimbursement within 20 days of the recall notification.  During this
time, the procurement agency will process the reimbursement documentation/invoice received
from the SDAs.  Should the vendor/processor delay restitution or default, AMS/FSA will
authorize the National Finance Center (NFC) to electronically transmit reimbursement to each
SDA within 4 working days, provided the SDA has established a vendor express account as
outlined below.  If the SDA has not established a vendor express account, they will be mailed a
check within 10 working days.
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2. For claims not received within the initial timeframes, a final disbursement will be completed
within 90 calendar days after the start of the recall.

3. FNS Regional Offices will review documentation submitted by local agencies and the SDA
during management evaluations. Findings of inadequate documentation can result in a claim
against the SDA.

4. FNS and the responsible procurement agency, in consultation with the vendor, will make a
decision regarding replacement of product or entitlement credit within 60 calendar of the recall
notification.  The preferred method is replacement of product.  If the vendor agrees to replace
the product, it will not be delivered to the SDA between April 1 and August 1, except when
mutually agreeable to the vendor and the SDA.

B.  SDA Responsibilities

In order to take advantage of the expedited payment system, each SDA must complete and submit to
AMS a Vendor Express application.  Once processed, each SDA will receive a unique Vendor
Express Number.  This is a one-time process.  In the event that the SDA changes banks or other
pertinent information, a change must be submitted to AMS.

1. After receiving the reimbursement documentation from the RAs,  SDAs must consolidate this
information, including any State expenses, and submit a USDA Public Voucher and 
documentation via fax or mail to the appropriate USDA program within 3 working days.  In
other words, the Procurement Agency must receive the consolidated State information within 15
calendar days from the recall notification date (10 calendar days at the RA and up to 3 working
days at the SDA).  State agencies failing to meet this deadline will be reimbursed at close-out
(90 calendar days).

2. SDAs are responsible for ensuring the sufficiency and accuracy of the RA documentation prior
to submission to the Department.  Documentation not supplied to USDA must be maintained on
file as per Federal record retention requirements and be available for review

.
3. Upon receiving the electronic funds transfer from USDA, SDAs shall reimburse RAs in a timely

manner.  (Note - In some cases, the SDA does not have payment capabilities.  In those
instances, it is important that the SDA reach an agreement with the Child Nutrition State agency
to process payments to RAs.  There may also be other outlets involved (charitable institutions,
Regional Office Administered Programs, summer camps, etc.) with which the SDA has no
agreement.  In those cases, the SDA must work closely with USDA to ensure timely
reimbursement to these entities.)
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C.  RA Responsibilities

The quantity and location of the product must be submitted to the SDA within 10 calendar days  for the
RA to be reimbursed within 30 days of the recall notification.  If the RA does not meet this
deadline, reimbursement will be made at the close-out of the recall process (90 calendar days).  Refer
to Appendix B for a discussion of reimbursable costs.
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Appendix A

Commonly Used Acronyms and Definitions

AMS Agricultural Marketing Service (USDA)
DOD                           Defense Supply Center Philadelphia, Department of Defense
FDA Food and Drug Administration (US Dept of Health and Human Services)
FNS Food and Nutrition Service (USDA)
FSA Farm Service Agency (USDA)
FSIS Food Safety and Inspection Service (USDA)
Processor Any commercial facility which further processes or repackages donated

food under contract with a State agency
Procurement Agency   AMS or FSA or DOD
RA Recipient agency (e.g. school district)
SDA State distributing agency
USDA United States Department of Agriculture
Vendor A business that has a contract with USDA to provide commodities
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Appendix B

Reimbursable Costs

A.  Reimbursable SDA Costs

1. Transportation - In some cases, transportation charges are incurred by the SDA.  USDA will
reimburse for appropriate transportation costs incurred by the SDA, based on the fixed
standardized charges contained in the distributor/warehouse contract (whether per case or per
pound).  In some cases, the SDA’s costs may exceed these fixed charges because the
contracted distributor/warehouse/trucker could charge more to remove the recalled product
because it is a special trip or the SDA may have to contract with a different firm entirely to
handle pickup.  In these cases, USDA will consider, with appropriate documentation,
reimbursing the actual charge.

2.  Storage - USDA will reimburse for one month’s storage (at the contracted price), as
appropriate. If the product is stored longer than the 30 days, additional storage costs may be
reimbursed at close-out.

3. Processing (State processing contracts) - USDA may reimburse SDAs for processing fees
associated with the further processing of commodities.  Please review Section IV.

4. On-Site Destruction - USDA may approve the on-site destruction of recalled commodities. 
SDAs will be reimbursed for the actual costs associated with this destruction (with proper
documentation).  Since this activity will not take place within the first 7 days after the notification
of the recall, these costs will be reimbursed at close-out.

5. Non-Reimbursable Costs - Listed below are examples of non-reimbursable costs:

• Overtime compensation for employees as a result of the recall;
• Long-distance telephone calls, postage, and other administrative costs;
• Costs associated with processing payment to RAs;
• Value of the recalled product (since it will be replaced or credited).

B.  Reimbursable RA Costs

As stipulated by the Act, allowable costs are limited to: storage, transportation, processing and
destruction, where applicable.  In an effort to expedite payment to RAs, USDA will reimburse using
standardized costs in the following manner.

1. Transportation - USDA will reimburse for one round trip (original delivery and return of the
recalled product) between the distributor/warehouse and the RA.  This will be based
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on the fixed standardized charges contained in the distributor/warehouse contract
(whether per case or per pound).  In some cases, the costs may exceed these fixed charges
because the contracted distributor/warehouse/trucker could charge more to remove the recalled
product because it is a special trip or the SDA or RA may have to contract with a different firm
entirely to handle pickup.  In these cases, USDA will consider, with appropriate documentation,
reimbursing the actual charge.

2. Storage  - If the RA contracts with a local warehouse to store commodities, USDA will
reimburse for 1 month’s storage (at the contracted price), as appropriate.  In the event the
product is stored longer than 30 days, additional storage costs may be reimbursed at close-out.

3.  Processing - USDA may reimburse RAs, through the SDA, for reasonable processing fees
associated with the further processing of commodities.  Please review Section IV.

4. On-Site Destruction - USDA may approve the on-site destruction of recalled commodities.  If
approved,  RAs will be reimbursed for the actual costs associated with this destruction (with
proper documentation).  Since this activity will not take place within the first 7 days after the
notification of the recall, these costs will be reimbursed at close-out.

5. Non-Reimbursable Costs - Listed below are examples of non-reimbursable costs:

• Cost of storage at the school level;
• Overtime compensation for employees as a result of the recall;
• Long-distance telephone calls and other administrative costs;
• Reimbursement for commercially purchased food used in place of the recalled product

(since it will be replaced or credited).




