
                                                       DLAM 4140.2

                                                       VOL II, PART 3

                              APPENDIX F-62

                           SAFETY LEVEL COSTS

1.  PURPOSE 

  To provide DSC management with information required to compute future System Backorder Rates for VSL items.  Data received at the end of the quarter just completed will be used for computing the cost curve for the quarter following the current quarter.  An individual report will be provided for each VSL category related to the items managed by the DSC.  

2.  ORIGIN 

  This listing is an output of the quarterly computation process depicted in DLAM 4140.2, Volume II, Part 1, Chapter 56, and Part 2.  Product Control Number SR(Q)62 has been assigned by the Comptroller (DLA-CM).  

3.  FREQUENCY 

  Quarterly, after VSL computations.  

4.  FORMAT 

  a.  Heading Line (Standard Identification).  

  b.  Data Organization.  

    (1) Backorder rates and associated Safety Level costs (using Acquisition Unit Cost).

    (2) Page break is on System Constant.  

    (3) Required Totals are:  

      (a) Total Number of VSL Items.  

      (b) Total Number of Items with Zero VSL Quantities.  

      (c) Total Selected/Adjusted Annual Demand Frequency.  

      (d) Total Selected/Adjusted Annual Demand Value.  

      (e) Sum of Acquisition Unit Cost x MADLT - System Constant.  

  c.  Captions of Data Elements:  

    (1) GOAL B/O - The desired backorder rate, as determined by DSC management.  An informational entry.  

    (2) PRIME FORMULA I:  

      (a) B/O - The backorder rate used in the computation of the VSL quantity.

      (b) $ VALUE - The dollar value (using Acquisition Unit Cost) of Safety Level stock required to achieve the associated backorder rate.  

    (3) FORMULA 2 THROUGH FORMULA 6 - Five ranging backorder rates with associated Safety Level stock costs.  

5.  DISTRIBUTION AND RETENTION 

  One copy to DSO.  

6.  PROCEDURES FOR REVIEW AND PROCESSING 

  By analyzing the data and plotting a Cost Decision Curve (chapter 56, paragraph 256107 and appendix E-368 P), management can determine the Stock Fund requirement for Safety Level stock to support various back-order rates.  Conversely, management  may determine the backorder rate which may be anticipated for a given dollar value of Safety Level stock investment.  Either way, the decision will then be made as to the proper backorder rate (Prime Formula I) to be used in Table 007 for the quarter following the current quarter.   
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