Net Off Invoicing (NOI) a type of Value Pass Through System from USDA

Net Off Invoicing (NOI) is a way for a school to use entitlement for processed foods. 

This process allows schools to use all or a portion of their USDA entitlement through processed foods. Processing might be cutting it up or canning it, or making it into something like meat patties. The name (net off invoice or NOI) comes from the value of the USDA foods (commodities) being subtracted from the cost of the product on the company invoice. 

The school needs to do bidding for the processed items they would like to purchase through a distributor. There are two types of bidding, informal and formal. An example of an informal bid would be that you send to a minimum of 3 distributors (Cash-WA, Reinhart, Variety Foods, Braungers, Food Services of America, etc.) stating that you would like to use NOI entitlement, receive bids, and choose the lowest priced bid.  Formal bidding is explained in detail on pages 7 and 8 in the ACDA Processing handbook. To determine which type you will need to do for NOI, you will need to consult with your business manager or superintendent to find out what your school district has set as their small purchase threshold. South Dakota’s State small threshold is $25,000.
Let's say you use a lot of processed potatoes or beef. You go through a bid process to determine which distributor you will use if you have specific brand of products in mind or, if you want to open it up entirely to any company making the product you want (for example, potato rounds). Once you make your decisions on the company you want to go with for the products, and which distributor you want, notify the state office: 1. which processor you would like to use, 2. which distributor has won your bid, 3. how many pounds you would like at the processor for processing. State office will verify your requests against your entitlement and will notify: 1. you, 2. the tracking website administrator, 3. chosen distributor, 4. chosen processor, 5. representing broker, and 6. the state office. Once this notification is sent it takes between 2-3 weeks (possibly longer the later it is sent in to the State Office.) for all parties to be ready for you to place orders. Your food dollars/pounds are held in a "bank" at the company. You order your products through the distributor. The pounds/dollars are recorded on a website and monitored by the state office, by the distributor, the manufacturer and you to make sure your pounds and entitlement is used. 

You don't have to go whole hog - you could set aside a couple hundred pounds the first year and see how you like it. Some advantages:
· you get a delivery more frequently than monthly, thus reducing the amount of freezer/storage space needed at one time. This has been a big factor for several schools. One was able to set aside plans for purchasing a freezer and another talks about a much more manageable inventory. 
· you have a larger choice of product than the state. 
You'll need to know what USDA food (chicken, beef, potatoes, etc.) and how much that you want to use through the NOI. The companies have calculators that you can use to figure out how many pounds of product you would need to order to get the number of cases of products. That helps you know how many pounds you will need to set aside. This example is just picking numbers out of the sky.
                Assume a school uses fifty 40-pound cases of chicken nuggets in a year 
                Assume it takes 25 pounds of chicken per case.

                You would ask to set aside 1,250 pounds of chicken to be used through NOI. (50 x 25).

Those calculators are available at this link: http://www.doe.sd.gov/cans/fdp.asp#calc. Sandi Kramer from Yankton, Gay Anderson from Brandon Valley or Ruby DeWald from Tripp-Delmont also use NOI and found it to be advantageous. You could certainly call any of those three schools and talk to them.
It sounds like 1-2-3 but it does take some work and planning. 
I know some schools are doing more "semi-homemade" foods and not so much the nugget/patty kind of thing. You could still use some but also obtain foods that are only partially processed. Some are ordering the beef crumbles, shredded chicken, fajita meat, etc., and then combining that with other ingredients you have prepared. 
Please contact Mark if you need additional information. 
At all stages of the process try to keep your communication open.
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