Inventory Management and Carryover
[Reference: AZ School Food Department]
Recipient agencies (RA) should use the USDA Foods they divert to processors each school year (SY) within that same SY.
Example: An RA diverts 10,000 pounds of USDA Food to a processor for SY2011-12. The RA should place orders with the processor for end products utilizing all 10,000 pounds within SY2011-12.
If RA is unable to use all the pounds diverted to a processor within the same SY those pounds are considered carryover pounds. ADE School Food Program has a “use it or lose it” policy relating to the carryover inventory. This policy states approval of 20-25% for each RA’s diversion to be allowed into the new school year and processing the carryover pounds by November 30th of each year. Approval of the carryover pounds is contingent upon the sponsors providing a formal Plan of Action determining how these pounds will be diverted, which must include a completed commodity calendar/planner or a written, detailed Plan of Action including specific plans to diminish carryover.  

Example: An RA diverts 10,000 pounds of USDA Food to a processor for SY2011-12. During SY2011-12 RA uses 7500 pounds. The RA has until November 30th of the following SY2012-13 to use the remaining 2500 pounds diverted in SY2011-12. 
NOTE: This timeline gives sponsors 17 months to process all their poundage into end products. RAs must monitor the number of pounds, at each processor, to ensure they are utilized by November 30th. 

If a sponsor does not use the pounds carried over into the new school year nor have an action plan in place, the pounds will be transferred into the State Account for other eligible recipients to utilize with no entitlement required. The sponsor will lose the USDA value and the benefit USDA Foods bring school meals and their program. 
Example: An RA diverts 10,000 pounds of USDA Food to a processor for SY2011-12. On November 30, 2012 there are 2500 pounds remaining at the processor with no plan in place. The 2500 pounds will be transferred to the State Account with the RA losing the value of the USDA Food, (2500 lbs x $.72 = $1800).

As shown above RAs need to divert USDA Foods each survey year with careful menu planning that meets the nutritional and financial demands of the National School Lunch, Breakfast Program

A copy of the Carryover Template is provided to be used to assist in gathering information from RAs about their poundage. RAs should also use the processors commodity calculators/planners for more detail documentation for planned usage of carryover pounds.
An ideal schedule of usage is given to get the most sound financial savings from processing USDA Foods.  
· PLANNING & USAGE IS THE RESPONSIBILITY OF THE RA with the assistance of the processor, broker, and ADE.
