ISR MANAGEMENT DIRECTORATE
           LXL Operating Instruction   23-5
LOGISTIC MANAGEMENT DIVISION                               7 May 2004

ROBINS AIR FORCE BASE, GEORGIA   31098

                                                           EOQ Computation

________________________________________________________________

EOQ Computation Instructions

Purpose of this Operating Instruction is to provide the IMs with guidance of how to review and what documentation is required when working an EOQ computation. It is the responsibility of the item manager to validate the data in the computation. It is also the IMs responsibility to make sure the computation is documented correctly.

Since the EOQ computation is based on demands, lead-time, & unit cost, these are the areas to focus your attention. 

Item Manager Code: Field represents the Item Manager responsible for the management of the item.

Comp Date: The date (day, month, and year) computation was processed. The Julian date will be to the right in parenthesis.

Print Date: The date the computation was printed. The Julian date will be to the right in parenthesis.

I/R Load Date: Item record load date is the date the part number was loaded in ALMSS. The Julian date will be to the side in parenthesis.

NOTE: If part number is in an IS & G group, the load date will be the oldest load date in the group. If the interchangeable part number was loaded first, that date would be the I/R Load Date on the comp.

U/I: The unit of issue of the item number.

Item Number: This could be the Master, Sub, or stand alone part number. 

Cage Code: Manufacturer’s code (This will only appear if raw part number and cage code have been loaded on the Item Record Screen (4-1-1).

Noun: Taken from the stock record. (If the noun is incomplete or doesn’t make sense, please correct it.)
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Item Record U/P: The unit cost of the part number listed on the comp, which is taken from the Item Record. This should be the latest unit price input from a procurement action, RSPL, or DCN. The basis of the unit cost must be included on the comp. It can be a PD number, contract number, DCN including date, RSPL including date, or contractor quote including date.

NOTE 1: To update the unit cost for purchase directives, and contracts from purchase request, go to the PR-PD-WO Miscellaneous Data Change Screen (screen 1-12-7) and input the price. This action is mandatory. When you receive your contract, in addition to the unit cost all other necessary data needs to be loaded on this screen. If you update your unit cost on the miscellaneous data screen, you do not need to load on Item Record Add/Update/Delete Screen (4-1-1). 

NOTE 2: Date of last price change is based on changing the price on miscellaneous data screen (1-12-7), or when a comp is run.
Unit Price (Index): A price index or a factor is applied against the existing item record price. When the computation is run, the program will check the date of last price change in the item record and, if the date of last price change falls within the price indices table the factor will apply. When the factor is used the item record price is automatically updated with the factor price and a FCU created. A BMC transaction is also passed to all registered users for updating field prices in SBSS.

Qty U/P: Quantity unit pack (QUP). Since the computer will not round the buy quantity to the nearest quantity based on the QUP, the Item Manager should verify and make a manual adjustment prior to the actual buy. 

NOTE: You do not adjust the Min/Max level to coincide with the quantity unit pack. The adjustment should be made manually and documented on the comp.

ERRC: The ERRC is taken from the item record. For EOQ items, the ERRC will be XB3 (N) or XF3 (P).

SLC: Shelf Life Code (SLC) is taken from the item record.
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Base Period (From /TO): This is the time period used when recurring demands are considered in computing demand rates. The base period can be a maximum of 8 quarters plus the current quarter or 27 months. The complete Base Period is reflected on the comp as “From” date and “TO” date.  The Item Manager should verify the demands are correct for the base period. Nonrecurring demands are not used in the computation. 

History Control: The history control indicator is placed on the item record through the File Maintenance screen (4-1-1, page 3). The purpose of the history control is to adjust the usage begin date when a shorter base period is required. When history control is selected, the base period will be for the most recent four quarters plus the current quarter. Prior to a computation being run, the Item Manager should update the item record for the I & S master, substitute, or individual item as required. If no entry is made, the computation will be for the base period. First level supervisory approval is required to use history control. Reason for history control must be annotated on computation sheet.

Cum Dmds: Cumulative Demands

Cumulative recurring demands taken from the item record. These demands 

(AOA) cover the master item and all interchangeable in the family. Item Manager should verify this is correct. Any changes to demands should be clearly documented on the comp. Existing backorders are also included in total.

Note: If you change the cum demands on the comp, you will need to recomp the part number. You may do this manually or thru the computer.

AVG MDR: Average Monthly Demand Rate

Divide the total of all cumulative recurring demands (CUM DMNDS) by the total months in the base period. Average MDR is three decimal places.

EST MDR: Estimated Monthly Demand Rate

This data is taken from the item record load screen for items with a ERRC of "N' or "P". The estimated monthly demand rate is used until a MDR can be calculated. The system defaults to a value of .001 if the IM does not input an Est. MDR when part number is loaded.

Lead Time: Procurement Lead Time is the time, in months, required to procure assets, commencing with the time a routine buy is initiated and ending when the assets have been received. Procurement lead-time is the sum of the Administrative Lead-Time and the Production Lead-Time.
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1. Administrative Lead-Time: Period of time, in months, from the initiation of a purchase request until the date of contract award. For items procured on Purchase Directive (PD), use one month for ALT. If an ALT is other than standard, include the basis. Standard is 2 months.

2. Production Lead-Time: Period of time, in months, from the date of contract award until receipt of a minimum of 10% of the total contract quantity. If part was procured on PD, it will be the receipt date minus the Julian date of PD document number.  Standard is 7 months.

Annotate the comp with the basis for lead-time. Basis can be PD 2399XX number, contract number, RSPL, or DCN including date.

A PR number is not a valid basis for Administrative and/or Production lead-time. The only valid documents are contract number, PD number, DCN with date, or RSPL including date.

***NOTE: It is the IMs responsibility to update the lead-times each time new routine procurement is initiated and delivered. This can be done on 4-1- 1. Since there is not another place in ALMSS to connect the Lead-time with a PD, WO, or Contract number, it should also be annotated on the Item Record Load/Update/Delete remarks screen (4-1-1)***

LD Time QTY: Lead-Time Quantity

The total lead-time times the average or the estimated monthly demand rate, depending on which is used, rounded to the nearest number.

Safety Level: This is equal to number of demands for one month rounded to the 

nearest whole number. The safety level represents the quantity of material, which should be on hand to cover demands when fluctuations occur during the resupply process. 

Quantitative Requirements: This is the sum of all projected quarters quantitative quantity as of this computation date. Quantitative requirements should not be included if they have been filled or are included in the backorder. No quantitative can be added to the comp without proper documentation. Identify and explain the reason for quantitative requirements in the REMARKS section of computation. (Quantitative are input on the Item Record Add/Update/Delete screen, screens 4-1-1, page 3.  ALMSS will not accept a quantitative without a justification.
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B/O: Backorders

Active backorders, not fully shipped or canceled. Validate the requirement and the demand code and make any necessary corrections, if not already accomplished. Any changes must be clearly documented on the comp.

ROL: Reorder Level Quantity (ROL) is computed as follows: add the sum of the lead-time quantity (LD Time QTY), the safety level quantity, the backorder quantity, and the quantitative requirement.

Annual Demands: The Monthly Demand Rate (MDR) or EST Monthly Demand Rate times 12, rounded to the nearest number.

Value Annual Demands: The unit price times the annual demands.

EOQ/SL Factor: A factor equating to the length of time in years that an EOQ acquisition would cover anticipated requirements based on dollar value of the item's average annual demands or its Shelf Life Code. For Shelf Life items with a shelf life of six months or greater, the factor used should be the smaller of EOQ years or shelf life years. See pages 7 & 8 of this instruction for EOQ factors and Shelf life factors.

NOTE: Depot stock will not be procured for items with a shelf life of less than six (6) months. Deliveries direct to the users should be incorporated whenever possible to maximize availability until cure date expires. 

EOQ/SL Quantity: This field represents the shelf life factor or EOQ factor times the annual demands. 

Buy Level: This field represents the Reorder Level (ROL) plus EOQ or shelf life qty.

Min Level: (Minimum Level) This field represents the minimum level to procure. It replaces the buy level if the buy level is less. If a figure of more than ZERO is reflected in this field, the comp must be documented with the justification.
Max Level: (Maximum Level) This field represents the maximum level to procure. It replaces the buy level if the buy level is greater. This field will be programmatically set with 9s. If a figure other than 99999 is input, comp must documented with reason.
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Assets on Hand: This field represents the serviceable and TOC assets located in the warehouse or at the contractor facility as of the Comp date. 

Assets on Order: This field represents PR's, PD's, and W/O's loaded in the computer on the Comp date. 

Other D/I: Due ins without a PI indicator of 0,1,2,or 3. (Any due in loaded with a condition code of “A” and any excess D/I’s with “BA” status.) If there is a quantity reflected in this column, you need to add a statement as to reason for due in.

Note 1: PI Indicators are listed below.


0 = Purchase Request without a contractor number.


1 = Purchase Request with a contract number.


2 = Purchase Directive


3 = Workorder

Note 2: Explanation for statement “any excess D/I’s with “BA” status”. The “BA” will show in ALMSS against an excess document number when the base has shipped the asset. ALMSS receives a “FTM” from the base when it is shipped. ALMSS then changes it to a “BA” status. You the IM do not see the “FTM” only the “BA”.  Excess document numbers do not link to due outs.

Buy Quantity: Buy level minus the total assets on hand and on order. Annotate the comp with reason for any quantity changes. 

NOTE: The reorder level (ROL) will be compared to total assets as of the comp date. If the ROL is equal to or greater than the total assets, a computation will be generated. If not, a computation will not be generated since a buy requirement does not exist. Substitute items will produce a separate computation worksheet. EOQ Computation worksheets will only be produced for those items in a buy position. If any item (interchangeable only) in the family group is in a buy position, a computation will be performed on all items of that grouping, although the buy will only take place on the family master of the grouping. 

Buy Value (INDEX PRICE): The buy quantity times the unit price.

Demand Profile: This data is taken from the item record demand data fields. Item Managers should verify data is correct. Recurring demands are requirements of a repetitive nature for replacement of items expended through normal usage and are identified on customer requisitions with an "R" demand 
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code. Nonrecurring demands are requirements of nonrepetitive nature and indicated by an "N". Demand code "N" should only be used for one time only requisitions, an initial lay in of spares, or bonded stock requirement for a program item supported by LX stock. Item Managers should validate any nonrecurring requirements that do not fall in those areas. The demand profile also includes serviceable returns and monthly demand rate.

NOTE 1: If the demand code is in error and the requisition has not fully shipped, use the document modifier (Screens 1 & 4) to change the demand code. If the requisition has been fully shipped, the demands need to be changed on screen 4, 1, & 1, page 3, Item Record Data screen. The system will make changes to the recurring field automatically after you make changes to the non-recurring field. An asterisk (*) in the Demand Change field indicates a change has been made. If demands are changed, document the comp with why changes have been made. 

Note 2: In additional to documenting the change on the comp, you also need to go to the Remarks screen to annotate the reason why. Always include the date the change was made. The reason for this additional documentation is when you comp this part number again, an asterisk will show in the quarter the change was made. You will need to be able to document the comp as to why a change was made. If you have the information documented on the Remarks screen, you can pull it up and document the comp.

NOTE 3: EOQ Comps are based on Fiscal Year (FY).

Items in ISG group: This field will provide the family item numbers (not subgroup) which are linked, raw part numbers, order of use code, and cage code. A maximum of seven numbers can be printed in this field from the least to most preferred.

Date of Prior Buy Notices: Day, month, and year of previous computation (Index of Actions).

NOTE: All comps in a buy position will be researched for a NSN before submitting for approval. If NSN is found and the decision is made to buy by part number, instead of ordering the NSN, the justification must be annotated on comp. When purchase Directive (PD) or Purchase Request (PR) has been initiated, the number must be annotated on the computation.

NHA: The NHA noun and part number should be included on the comp in the Remarks area.
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DSL: 

All comps will include the DSL authorizations and usage by location.  You should also include what action was taken to validate the DSL qty. 

(Example: DSL qty at Beale was increased/decreased, based on usage) Don’t include statements such as: may or going to. When comp is submitted for approval, all actions should be done.

BUY FLAGS:

You must document when you input a buy flag. This should be done on a computation and on the Item Record Add/Delete/Update screen in remarks.  A buy flag should be approved before input. That is why the comp is the best document for the approval. Since comps (EOQ) are not printed unless requested from the IM, the documentation should be made on the index of actions. An annual review of buy flags to cover the approval process will be set up in the near future.

Approval Signature Level:

Computed Value



Review/Approval

Up to $24,999



IM

$25,000 to $199,999


IPT Lead IM (GS-11)

$200,000 to $299,999


Branch

$300,000 and over



Division

· IPT Leader will coordinate on all comps with a dollar value of $50,000 or greater.

INITIAL REQUIREMENTS:

The buying authority for EOQ type items can be any of the following:

1. RSPL including date

2. DCN including date

3. Computation
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1.The Recommended Spare Parts list (RSPL) submitted by the contractor will be used to establish and procure initial lay-in requirements. The RSPL quantities will be coordinated between the Item Manager and the Program Manager. Revision to the RSPL will be clearly annotated. The Item Manager, Program Manager and Engineer, if not the same person, will sign and date the finalized RSPL on the first page. 

2. A Design Change Notice (DCN) can also be the buying authority if it is for a new part number entering the system. The IM, Program Manager, & LX Engineer should approve the DCN. This should be done before procurement action is taken. 

3. If there is no RSPL or DCN to document a new part number (Field Spare) 

entering the system, an initial computation can be accomplished by inputting a quantitative requirement. When this is done the comp needs to be documented with the reason for the quantitative.

REPORTS & MANAGEMENT NOTICES:

482 MANAGEMENT NOTICE:

Management notice is printed in the computer room by IMC when the index of actions is printed. It identifies excess due ins from procurement (termination notice). IMs should work these management notices for possible termination of due ins. This to should be annotated and filed with index of actions.

MSSR127 REPORT:

Report is printed during cycle computation of any item that is in an IS & G suspended group. It could be suspended due to errors in ERRC, different CIC, FSC not compatible, different unit of issues, etc. A comp will not print until error is corrected. After corrections are made, an individual computation requested from the computation menu (7-3).

MSSOQ5:

Produced quarterly to identify items with the date of last computation on the item record that is greater than 365 days.

INDEX OF ACTIONS (MSSR125):

The index of actions should be annotated accordingly and kept with your computations for a period of two years plus the current year. 
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EOQ Factors:

1

to
1,678

3.0

1,679

to
1,798

2.9

1,799

to
1,931

2.8

1,932

to
2,080

2.7

2,081

to
2,246

2.6

2,247

to
2,433

2.5

2,434

to
2,885

2.4

2,886

to
3,160

2.3

3,161

to
3,476

2.2

3,477

to
3,842

2.1

3,843

to
4,268

2.0

4,269

to
4,770

1.9

4,771

to
5,366

1.8

5,367

to
6,080

1.7

6,081

to
6,949

1.6

6,950

to
8,016

1.5

8,017

to
9,351

1.4

9,352

to      11,046

1.3

11,047
to      13,351

1.2

13,252
to      16,187

1.1

16,188
to      20,220

1.0

20,221
to      25,000

0.9

25,001
to      25,927

0.8

25,928           to      32,387

0.7

32,388
to      41,599

0.6

41,600
to      55,384

0.5

55,385
to      77,354

0.4

77,355
to      99,999

0.3
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     USAF RAW INFLATION INDICES SHORTCUT


Accounting Period of Last Procurement Costs   X   Factor




1 Oct 93 – 30 Sep 94



       1.128




1 Oct 94 – 30 Sep 95



       1.111




1 Oct 95 – 30 Sep 96



       1.094




1 Oct 96 – 30 Sep 97



       1.075




1 Oct 97 – 30 Sep 98



       1.068




1 Oct 98 – 30 Sep 99



       1.061




1 Oct 99 – 30 Sep 00



       1.048




1 Oct 00 – 30 Sep 01



       1.030




1 Oct 01 – 30 Sep 02



       1.023




1 Oct 02 – 30 Sep 03



       1.013




1 Oct 03 – 30 Sep 04



       1.000 
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Shelf Life Factors:
Shelf Life Codes
Shelf Life Period
Factor

F
2
06 MONTHS
0.250

G
3
09 MONTHS
0.375

H
4
12 MONTHS
0.500

J

15 MONTHS
0.625

K
5
18 MONTHS
0.750

L

21 MONTHS
0.875

M
6
24 MONTHS
1.000

N

27 MONTHS
1.125

P

30 MONTHS
1.250

Q
7
36 MONTHS
1.500

R
8
48 MONTHS
2.000

S
9
60 MONTHS
2.500
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EOQ COMP CHECKLIST

1. Is the CAGE code reflected on comp?

    Yes ____  No _____

If no, you need to input the raw part number on the 4-1-1 screen, page 1. 

2. Have you reviewed the noun listed on the comp? Does the noun describe the part?

    Yes ____  No _____

3.  Have you reviewed the unit cost?

   Yes_____   No ______

4.  Is the basis of unit cost annotated on the comp?

                         Yes _____  No ______

5.  Do you have a history control in the comp?

    Yes ____  No ____

If yes, have I annotated on the comp with reason why?

6.  Have you reviewed the leadtimes?

          Yes ____   No _____

7. Is the basis of leadtime annotated on comp?

 

      Yes ____   No ______

8.  Do you have quantitative requirements in my comp?

            Yes ____   No _____

If yes, did you annotate on the comp why I input the quantitative       requirements?

9.  Have you validated the backorders?

       Yes _____ No ______

10. If there is a qty listed under “Other D/I”, did you state on the comp what it is?

Yes ____  No ____

11. Have you reviewed the demand profile?

Yes _____ No ______

12. Are the demands listed, correct in quantity and demand code?

Yes ____   No ______
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13. Have you researched the part number for a National Stock Number (NSN)?

Yes ____   No _____

14. Have you listed the NHA noun on the comp?

             Yes ____   No _____

15. Have you included the usage by location on comp?

Yes _____ No _____

16. Have you stated on the comp, what action needs to be taken with the DSLs?

Yes ____  No _____

17. If no action, did I say that on the comp?

18. If the dollar value of your buy is $50,000 or greater, did you have your Program Manager or his representative coordinate on the comp?

           Yes ____  No _____
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