Processing Terminology - -

Processing:  The conversion of USDA food or foods into a convenient, usable form by an approved commercial enterprise at a commercial facility. 
Value Pass-Through System (VPT):  Systems 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.
Direct Discount Sale: The selling of a finished end product by a commercial food processor, directly

to the Distributing Agency or the Recipient Agency (RA). Under this procedure, the processor directly invoices the Distributing agency or Recipient agency at the commercial price minus the value assigned to the USDA Foods contained in the case as a net case price. The processor must maintain delivery and/or billing invoices to substantiate the quantity of end products delivered and the net price charged per case.

Examples:  JM Smuckers – B480/100397  Peanut Butter

(Rebate) Indirect Refund Sale: A value pass-through system under which the processor sells end products containing USDA Foods to a distributor at the commercial/gross price of the end product. The distributor then sells the end product to an RA at the commercial/gross price, plus delivery costs. The RA then submits a refund application to the processor or distributor sends a sales report (velocity report) to the processor for the value of the USDA Food contained in the end product. RA with pounds get a rebate check on a monthly basis.

Examples: Schwan’s Food Service – B077/100042   Mozzarella

(FFS) Fee-For-Service: The price charged by pound or by case representing a processor’s costs of ingredients (other than USDA foods), labor, packaging, overhead, and other costs incurred in the conversion of USDA food into the specified end product. Fee-for-service is an alternative to using a value pass-through system. It primarily applies to meat and poultry products or other non-substitutable USDA Foods.

Examples: King’s Command – A594/100154   Beef,  King’s Delight – A522 /100103  Chicken

(Modified) Fee-For-Service thru Distributor:  Distributor acts as a purchasing agent for the RA and invoices RA a per pound/case price excluding the value of the USDA Foods + distribution fees. USDA foods are not drawn down until product is received by RA. 

Examples: AdvancePierre and JTM Provisions - A594/100154  Beef
(NOI) Indirect Discount System: This system is also referred to as the “hybrid” or “Net-Off Invoice” system. When the processor sells to a distributor at a gross price and the distributor sells to the recipient agency at a net price. Under this system, the distributor applies for the refund. This value pass-thru method requires the RA to verify the invoices received from the distributor reflect the appropriate discount based on the amount of USDA Food contained in a case of end product.

Examples: Tyson Foods – A521/100100 and A522/100103   Chicken
