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.
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(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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SAFETY LEVEL COSTS

886SZEO1 000090  1028E9Zb1  0000b0

WA S 0/8 MNVAS  0/8

“----9 VIMYO---  ----- VINNYO4---
26 ¥YN 1€ 31va

{0000 ¥N 39vd

BPESILISO 000091

"SI5S0 13430 3y) se awes 3yjy Aq |)im ys0das payy 3yy g Ayobaje) s

210U3p 0} S|s3yjualed Ul Wi pJOM 3yl aAey 111 140das puodbs v 'g AJobaje)

12497 Ay3jeS 3|qeldep ajouap 0} s|sayjualed Ul J0d YJom ay) sAey || im jsodas aug

IndIno 3q || im sys0day 299-4 33043 *1-364q Jod 'y AJoBaje) |aAd) Ayajes a|qe|tey
ajouap op s|sayjuased u| Jeadde || |m YIHIO plom 3yy *[-1G40 ueyy Jayjo s)SQ Jo4

8v1°€92°62b 1% INVISNOD WILSAS = LIYR X 150D NOILISINODY 40 AnS

21€'820'9¢6¢ § INVA GNYN3Q TVNNNY Q3LSNrAY/0310313S Tv10L
901'pEZ'SI AIN3NDIY4 GNYNIQ TYANNY 03LSNFAY/031D3T13S V104
0vZ 91 SITLILINYND TSA 0Y3Z HLIM SWAL] 40 Y3IGMNN Y101
8¢ ‘907 SRILT 1SA 40 ¥3gnN Y101

BSS1P1890 000001  ZQIESHBG! 000520 [1€8159(0 00060  Q0OEL0

NWAS  0/8 VA o/e WA S 0/8 NWAS  0/g 0/9
====-b YIMIO4---

----£  YINNYo4--- --=--C YINYo4--- I YINRYO4 3Nn1Yd Y09

40

*( ) SIS0 13A31 AL3IYS I18VIYVA €90-4 14043¥

II-3-F62-3



