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Questions 
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Acknowledgement Statement
You understand and acknowledge that:

• The training you are about to take does not cover the entire scope of 
the program; and that

• You are responsible for knowing and understanding all handbooks, 
manuals, alerts, notices, and guidance, as well as any other forms of 
communication that provide further guidance, clarification, or 
instruction on operating the program.
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Overview
Processing Benefits

Processing Diversion

Processing Fees

Inventory
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What is 
Processing?

6
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What is the Timeline?
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Processing 
Timeline

Planning

Commodity 

processing 

procurement

WBSCM 

Ordering 

End product 

production & 

ordering 

USDA foods 

delivered to 

Processor

Use & 

manage  

inventory
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How Does 
Processing 
Diversion

Work?

9
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How Does It Work?  

Submits 
request for 
USDA foods 
to divert for 
processing.

Combines 
statewide 
requests to 
build 
truckloads.

Procures 
raw 
materials.
Ships to your 
selected 
processor. 

Produces 
end 
products. 

Makes 
products 
available for 
drawdown. 

Org (RA)

Orders 
ready-to-eat 
end 
products.  

Makes great 
menus!

Org (RA) TDA USDA Processor Distributor
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USDA raw 
commodities 
are converted 
into ready-to-
eat forms.

Chicken
Nuggets

Chicken
Tenders

Chicken
Taco
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Let’s Practice!

Bulk USDA 
Mozzarella Cheese

Pizza = Processor’s 
End Product
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Which Foods Could Be from 
Processing? 
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Which Foods Could Be from 
Processing? 
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Which Foods Could Be from 
Processing? 
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What are 
the 

benefits?
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Stretches USDA 
dollars by ordering 
bulk products at a 
lower cost. 
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Let’s Explore: Applesauce

Processing 
Cost

Per Case - $23.68
Per Serving - $0.25

Commercial Cost 
(avg.)

Per Case - $34.36
Per Serving - $0.36

USDA Food 
110361

FREE!
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Let’s Explore: Cheese Slices

Processing 
Cost

100 cs = $3,257
1000 cs = $32,570

Commercial Cost 
(avg.)

100 cs = $7,040
1000 cs = $70,400

USDA Food 
100018

FREE!
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Ensures food safety 
by limiting raw food 
handling in school 
food service 
operations.



21

Reduces storage 
and delivery 
costs.



22

Allows for flexible 
delivery.
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What 
Additional 

Fees 
Should I 

Consider?
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Value Pass 
Through 
Methods

Net off Invoice 

Fee for Service

Refund or Rebate

Direct Discount
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Fee for Service: 
Costs other than USDA Foods 

Ingredients 

other than 

USDA Foods

Labor Overhead Packaging
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Processor’s Fee for 
Service Invoice

Fee for Service Invoicing

Distributor’s Delivery 
and Storage Invoice
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Fee for Service Invoicing

Processors may arrange 
delivery with a distributor 
on behalf of the 
organization.  

One Invoice
Separate, identifiable 
charges. 
1. Fee for Service
2. Distributor’s 

Charge 
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Processors sell end products containing USDA 
foods to distributors at gross price.

Distributors sell products to eligible 
organizations at commercial price plus
delivery minus value of USDA Foods.

Net Off Invoice (NOI)
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Net Off Invoice (NOI)
Distributors submit reports to processors for the value of the 
USDA Foods discounted to the organization as a rebate.
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Refund or Rebate

Processors sell end products to organizations at 
commercial prices.

Processors provide a refund or rebate for the value 
of USDA Foods contained in end products.
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What About
Inventory

and Excess 
Inventory?
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What is Excess Inventory

An organization has used 
their entitlement to order 
processed foods but has 
not drawn down on the 
order. 
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Causes of Excess Inventory

Overestimating 
need leads to            

excess pounds.

Underestimating 
demand leads to         

shortages.



34

Unused assets 
and dollars for 
the district.  

Why is Excess Inventory a Risk?

Liability for the 
processor. 

Non-compliance 
with TDA Roles & 
Responsibilities 
Form.
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How Can I Avoid It?  

Adjust menus to utilize 

excess pounds.

Communicate with co-ops, brokers, 

or processors for assistance.

Transfer in and out of state 

account.
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How TDA Analyzes Inventory
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Let’s Recap

Processing Diversion

Processing Benefits

Processing Fees

Inventory
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Questions?
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Leave Us Your 
Feedback!
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Contact Us
(877)  TEX  MEAL 
(877) (839-6325)

Squaremeals.org

SquareMeals@Texasagriculture.gov



Thisproductwas fundedbyUSDA.
This institution is anequal opportunity provider.

FraudHotline: 1-866-5-FRAUD-4 or 1-866-537-2834 | P.O. Box 12847 | Austin, TX78711
Toll Free: (877) TEX-MEAL | For thehearing impaired: (800) 735-2989 (TTY)

4/6/2026

In accordance with federal civil rights law and U.S. Department of

Agriculture (USDA) civil rights regulations and policies, this
institution is prohibited from discriminating on the basis of race,
color, national origin, sex, disability, age, or reprisal or retaliation for

prior civil rights activity.

Program information may be made available in languages other
than English. Persons with disabilities who require alternative
means of communication to obtain program information (e.g.,

Braille, large print, audiotape, American Sign Language), should
contact the responsible state or local agency that administers the

program or USDA’s TARGET Center at (202) 720-2600 (voice and
TTY) or contact USDA through the Federal Relay Service at (800)
877-8339.

To file a program discrimination complaint, a Complainant should 

complete a Form AD-3027, USDA Program Discrimination 
Complaint Form which can be obtained online at: 
https://www.usda.gov/sites/default/files/documents/ad-3027.pdf, 

from any USDA office, by calling (866) 632-9992, or by writing a 
letter addressed to USDA.

program.intake@usda.gov

The letter must contain the complainant’s name, address, telephone 

number, and a written description of the alleged discriminatory action 
in sufficient detail to inform the Assistant Secretary for Civil Rights 
(ASCR) about the nature and date of an alleged civil rights violation. 

The completed AD-3027 form or letter must be submitted to USDA by:

1. mail:
U.S. Department of Agriculture
Office of the Assistant Secretary for Civil Rights 

1400 Independence Avenue, SW   
Washington, D.C. 20250-9410; or

2. fax:
(833) 256-1665 or (202) 690-7442; or

3. email:

program.intake@usda.gov

This institution is an equal opportunity provider.

mailto:program.intake@usda.gov
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