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§101-27.303-1

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
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
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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
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