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shall be utilized or distributed in ac-
cordance with this section. 

[35 FR 5010, Mar. 24, 1970] 

§ 101–27.209–1 GSA stock items. 
Shelf-life items that meet the cri-

teria for return under the provisions of 
subpart 101–27.5 of this part may be of-
fered for return to GSA. 

[35 FR 12721, Aug. 11, 1970] 

§ 101–27.209–2 Items to be reported as 
excess. 

Shelf-life items which do not meet 
the criteria in subpart 101–27.5 of this 
part, which would, if returned to GSA, 
adversely affect the GSA nationwide 
stock position, or which are returned 
to GSA and are determined unsuitable 
for issue, will be reported as excess 
under the provisions of part 101–43 of 
this chapter. 

[35 FR 12721, Aug. 11, 1970] 

§ 101–27.209–3 Disposition of unneeded 
property. 

If no transfer is effected and no dona-
tion requested, the property shall be 
assigned for sale, abandonment, or de-
struction in accordance with part 101– 
45 of this chapter. 

[32 FR 6493, Apr. 27, 1967] 

Subpart 101–27.3—Maximizing Use 
of Inventories 

SOURCE: 32 FR 13456, Sept. 26, 1967, unless 
otherwise noted. 

§ 101–27.300 Scope. 
This subpart prescribes policy and 

procedures to assure maximum use of 
inventories based upon recognized eco-
nomic limitations. 

§ 101–27.301 [Reserved] 

§ 101–27.302 Applicability. 
The provisions of this subpart are ap-

plicable to all civil executive agencies. 

§ 101–27.303 Reducing long supply. 
Through effective interagency 

matching of material and requirements 
before the material becomes excess, 
unnecessary procurements and invest-
ment losses can be reduced. Timely ac-

tion is required to reduce inventories 
to their normal stock levels by cur-
tailing procurement and by utilizing 
and redistributing long supply. (The 
term long supply means the increment 
of inventory of an item that exceeds 
the stock level criteria established for 
that item by the inventory manager, 
but excludes quantities to be declared 
excess.) In this connection, require-
ments for agency managed items 
should be obtained from long supply in-
ventories offered by agencies rather 
than by procurement from commercial 
sources. Because supply requirements 
usually fluctuate over a period of time, 
a long supply quantity which is 10 per-
cent or less of the total stock of the 
item is considered marginal and need 
not be reduced. 

[41 FR 3858, Jan. 27, 1976] 

§ 101–27.303–1 Cancellation or trans-
fer. 

When the long supply of an item, in-
cluding quantities due in from procure-
ment, is greater than 10 percent of the 
total stock of that item, the inventory 
manager, or other appropriate official, 
shall cancel or curtail any outstanding 
requisitions or procurements on which 
award has not been made for such 
items, and may also cancel contracts 
for such items (if penalty charges 
would not be incurred) or transfer the 
long supply, if economical, to other of-
fices within the agency in accordance 
with agency utilization procedures. In 
such cases, acquisition of long supply 
items shall not be made from other 
sources such as requirements con-
tracts. 

§ 101–27.303–2 Redistribution. 

If the long supply of an item remains 
greater than 10 percent of the total 
stock of an item despite efforts to can-
cel or transfer the long supply as pro-
vided in § 101–27.303–1, the inventory 
manager shall offer the long supply to 
another agency or other agencies in ac-
cordance with this § 101–27.303–2. Before 
offering a long supply to any agency, 
the inventory manager shall determine 
whether the item to be offered is a cen-
trally managed item or an agency man-
aged item. A centrally managed item is 
an item of supply or equipment which 
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forms part of an inventory of an agen-
cy performing a mission of storage and 
distribution to other Government ac-
tivities; e.g., GSA and DSA. An agency 
managed item is a procured item that 
forms a part of a controlled inventory 
of an agency and its activities for issue 
internally for its own use. After deter-
mining whether the item to be offered 
is an agency or centrally managed 
item, the inventory manager shall: 

(a) Offer centrally managed items to 
the agency managing the item for re-
turn and credit in accordance with the 
procedures established by that agency; 
and 

(b) Offer agency managed items to 
other agencies which manage the same 
item. Reimbursement shall be arranged 
by the agencies effecting the inventory 
transfer. The responsibility of locating 
agencies or activities requiring these 
items shall rest with the agency hold-
ing the long supply. However, agencies 
may receive a list of Government ac-
tivities using particular national stock 
numbers by writing to the General 
Services Administration (FFL), Wash-
ington, DC 20406. 

[32 FR 13456, Sept. 26, 1967, as amended at 41 
FR 3858, Jan. 27, 1976] 

§ 101–27.304 Criteria for economic re-
tention limits. 

If a long supply continues to exceed 
10 percent of the total stock of an item 
despite efforts to redistribute the long 
supply as provided in § 101–27.303–2, the 
inventory manager shall establish an 
economic retention limit for the item 
in accordance with the provisions of 
this § 101–27.304. An economic retention 
limit is the maximum quantity of an 
item that can be held in stock without 
incurring greater costs for carrying the 
stock than the costs for disposal and 
resulting loss of investment. The eco-
nomic retention limit shall be used to 
determine which portion of the inven-
tory may be economically retained and 
which portion should be disposed of as 
excess. 

[41 FR 3858, Jan. 27, 1976] 

§ 101–27.304–1 Establishment of eco-
nomic retention limit. 

An economic retention limit must be 
established for inventories so that the 

Government will not incur any more 
than the minimum necessary costs to 
provide stock of an item at the time it 
is required. Generally, it would be 
more economical to dispose of stock in 
excess of the limit and procure stock 
again at a future time when the need is 
more proximate rather than incur the 
cumulative carrying costs. 

(a) The agency managing a centrally 
managed or agency managed item shall 
establish an economic retention limit 
so that the total cumulative cost of 
carrying a stock of the item (including 
interest on the capital that is tied up 
in the accumulated carrying costs) will 
be no greater than the reacquisition 
cost of the stock (including the pro-
curement or order cost). Consideration 
should be given to any significant net 
return that might be realized from 
present disposal of the stock. Where no 
information has been issued, the net 
return from disposal is assumed to be 
zero. Guidelines for setting stock re-
tention limits are provided in the fol-
lowing table and explanatory remarks 
that follow: 

Annual carrying 
costs as a per-
centage of item 

reacquisition costs 

Economic retention limit in years of 
supply—net return on disposal as a 

percentage of item reacquisition costs 

0 5 10 15 20 

10 71⁄4 63⁄4 61⁄4 6 51⁄2 
15 51⁄2 5 43⁄4 41⁄4 4 
20 41⁄4 4 33⁄4 31⁄2 31⁄4 
25 31⁄2 31⁄4 3 3 23⁄4 
30 3 23⁄4 23⁄4 21⁄2 21⁄4 
35 23⁄4 21⁄2 21⁄4 21⁄4 2 
40 21⁄2 21⁄4 2 2 13⁄4 

NOTE: The entries in the tables were calculated by deter-
mining how long an item must be carried in inventory before 
the total cumulative carrying costs (including interest on the 
additional funds that would be tied up in the accumulated an-
nual carrying costs) would exceed the acquisition costs of the 
stock. at that time (reacquisition costs). For example, assum-
ing no net return from disposal, the accumulated carrying 
costs computed at the rate of 25 percent per year on the re-
acquisition cost of the stock and compounded annually at 10 
percent (GSA’s recommended rate of interest on Government 
investments) would be: 

Years 

Compounded car-
rying costs as a per-
centage of reacquisi-

tion 

Accumulated costs 
as a percentage of 

reacquisitioned costs 

1 27.5 27.5 
2 30.3 57.8 
3 33.3 91.1 
4 36.6 127.7 
5 40.3 168.0 
6 44.3 212.3 

At 25 percent a year, accumulated car-
rying costs would be equivalent to the 
reacquisition costs after 31⁄2 years. 
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