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DEFINITIONS

DL1.1.1. Acquisition Lead Time (ACLT). The sum of the Administrative Lead Time (ALT)
and Production Lead Time (PLT).

DL1.1.2. Active Inventory. Materiel that is expected to be consumed within the budget year
(2 years) and materiel that has been purchased to meet specific war reserve requirements.

DL1.1.3. Administrative Lead time (ALT). The time interval between identification of a
need to buy and the letting of a contract or the placing of an order.

DL1.1.4. Approved Acquisition Objective. The quantity of an item authorized for peacetime
and wartime requirements to equip and sustain U.S. and Allied Forces in accordance with current
DoD policies and plans. This quantity shall be sufficient to support other U.S. Government
Agencies, as appropriate.

DL1.1.5. Assembly. An item forming a portion of a piece of equipment that can be
provisioned and replaced as an entity and incorporates replaceable parts or groups of parts.

DL1.1.6. Average Customer Wait Time. The mean average time, in days, required to satisfy
customer demands, whether or not the demand was for a stocked or a non-stocked item, or the
demand was satisfied from stock on-hand at the supply activity or other sources.

DL1.1.7. Component (lower case). An assembly or any combinations of parts,
subassemblies, or assemblies mounted together in manufacture, assembly, maintenance, or
rebuild.

DL1.1.8. Consumable Item of Supply. An item of supply (except explosive ordnance, major
end items of equipment, and reparables) that is normally expended or used up beyond recovery
in the use for which it is designed or intended.

DL1.1.9. Consumer Level of Supply. An inventory, regardless of funding source, usually of
limited range and depth, held only by the final element in an established supply distribution
system for the sole purpose of internal consumption.

DL1.1.10. Consumer-Level Stock. The lowest Retail Level of Supply. (See definition of
“Retail-Level Supply.”)

DL1.1.11. Contingency Retention Stock. That portion of the quantity of an item greater
than the AAO and economic retention stock for which there is no predictable demand or
quantifiable requirement, and that normally would be allocated as Potential Reutilization Stock,
except for a determination that the quantity will be retained for specific contingencies.
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DL1.1.12. Customer Demand Pattern. An historical profile of the demands for an item
arrayed within timeframes in terms of the geographic locations of the requiring activities and the
quantitative volumes required.

DL1.1.13. Demand. An indication of a requirement (requisition, request, issue, reparable
generation, etc.) for issue of serviceable materiel. Demands are categorized as either recurring or
nonrecurring.

DL1.1.14. Demand-Based Items. Items that are stocked based on forecasted usage.
Demand-based items are stocked based on economics or on military mission essentiality for
limited demand items.

DL1.1.14.1. Economic-Based. Demand-based items are stocked based on economics
when the cost of being out of stock is equal to or exceeds the cost of holding stock and shall be
stocked at the wholesale level.

DL1.1.14.2. Limited Demand. An item for which usage is anticipated but the item
does not meet the established economic stockage criteria. Although limited-demand items fail
the economic criteria for demand-based stockage because the probability of demand is low, they
qualify as an MME code 1, 11, or I11 because the lack of a replacement item would seriously
hamper the operational readiness of a weapon system.

DL1.1.15. Demand-Development Period. The period of time extending from the date of
preliminary operational capability to a point in time when spare and repair parts requirements
can be forecast based on actual demands using statistically valid methods.

DL1.1.16. Demand-Supported Item. Applied to a specific location or retail inventory (either
intermediate or consumer), a demand-supported item is one for which the decision to stock, not
to stock, or to continue stockage is based upon actual demands, previously recorded at or
transferred to that particular activity or location.

DL1.1.17. Economic Order Quantity (EOQ) The quantity derived from a mathematical
technique used to determine the optimum (lowest) total variable costs to order and hold
inventory.

DL1.1.18. Economic Repair Quantity (ERQ). The quantity derived from a mathematical
technique used to determine the optimum (lowest) total variable costs to repair and hold
inventory.

DL1.1.19. Economic Retention Stock. That portion of the quantity of an item greater than
the AAO determined to be more economical to retain for future peacetime issues than to dispose
and satisfy projected future requirements through new procurement and/or repair. To warrant
economic retention, an item must have a reasonably predictable demand rate.

Change 1, 08/24/2009



Beb4140-1-MDoD 4140.64-M, June 1995

DL1.1.20. End Item. A final combination of end products, component parts, or materials
ready for its intended use (e.g., a ship, tank, mobile machine shop, or aircraft).

DL1.1.21. End Use Secondary Item Materiel. Materiel in use or to be consumed that is no
longer under the custody or on the records of the Supply System or a supply organization;
materiel that has been issued to the ultimate consumer for use and/or consumption and is not
intended for further redistribution. These are expensed assets for financial accounting purposes
and are not considered Supply System stock or inventory for any purpose and will not be
reported as such.

DL1.1.22. End-User. That individual or organizational element authorized to use supply
items. This is normally the terminal point in the logistics system at which action is initiated to
obtain materiel required for the accomplishment of an assigned mission or task.

DL1.1.23. Essential Item. A support item or a repair part whose absence renders the
supported system or end item inoperable.

DL1.1.24. Excess. Materiel that has completed reutilization screening within the
Department of Defense (DoD) and is not required for the needs and the discharge of
responsibilities of any activity.

DL1.1.25. In-Process Assets. Assets on order from DoD vendors and not yet shipped, assets
in repair at depot-level organic or commercial repair facilities, and assets in repair at
intermediate repair facilities.

DL1.1.26. In-Storage Assets. Assets in storage at retail consumer-level sites at retail
intermediate storage sites, at disposal activities, or in wholesale inventories.

DL1.1.27. In-Transit Assets. Assets defined as “in transit” represent materiel that is
between storage locations, either wholesale or retail; materiel shipped from vendors after
acceptance by the Government, but not yet received by the inventory manager; materiel
temporarily in-use or on loan with contractors or schools; or materiel that cannot be otherwise
categorized. In transit assets are not included in the records of wholesale inventory used in the
stratification process.

DL1.1.28. Inactive Inventory. Materiel that is not expected to be consumed within the
budget period, but is likely to be used in future years.

DL1.1.29. Initial Supply Support. Providing the range and quantity of spare and repair parts
for a period of service before replenishment supply support; synonymous with provisioning of
initial spare and repair parts.

DL1.1.30. Insurance Item. Anon-demand-based, stocked, essential item for which no failure
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is predicted through normal usage. However, if a failure were to be experienced, or a loss should
occur through accident, abnormal equipment or system failure, or other unexpected occurrence,
lack of replacement item would seriously hamper the operational capability of a weapon system.

DL1.1.31. Integrated Materiel Manager (IMM). Any DoD Activity or Agency that has been
assigned wholesale integrated materiel management responsibility for the Department of Defense
and participating Federal Agencies. Integrated materiel management responsibilities include:
cataloging, requirements determination, procurement, distribution, overhaul, repair and disposal
of materiel. The terms Integrated Materiel Manager (1IMM), Inventory Control Point (ICP), and
Materiel Manager are synonymous.

DL1.1.32. Intermediate Supply. Intermediate supply refers to any level of inventory
between the consumer and wholesale level of inventory and is considered a retail level. The
terms “intermediate supply,” “intermediate level of inventory,” and “retail intermediate echelon”
are synonymous.

DL1.1.33. Life-of-Type Buy. A one-time procurement, when all cost-effective and prudent
alternatives have been exhausted, for the total future requirement of an item that is no longer
expected to be produced. The procurement quantity shall be based upon demand or engineering
estimates of mortality sufficient to support the applicable equipment until phased out.

DL1.1.34. Limited Demand Item. A demand-based item for which usage is anticipated but
the item does not meet the established economic stockage criteria, or an item for which the
computed demand-based quantity is less than the authorized stockage level. Although limited
demand items fail the economic criteria for demand-based stockage because the probability of
demand is low, they qualify as an MME code I, I1, or 11l because the lack of a replacement item
would seriously hamper the operational readiness of a weapon system.

DL1.1.35. Maintenance Replacement. The replacement of an unserviceable reparable item
by a serviceable item. Unserviceable items, in this context, include items that are replaced due to
malfunction or have reached the end of an administratively determined removal interval for
preventive maintenance or safety considerations.

DL1.1.36. Materiel Obligation. A “materiel obligation” is that unfilled portion of a
requisition (for a stocked or non-stocked item) that is not immediately available for issue but is
recorded as a commitment for future issue.

DL1.1.37. Military Mission Essentiality (MME) This code indicates the composite effect of
an item on the overall military mission based on the most critical significant application of the
item. This code shall be used in determining resource allocations, determining degree of
management intensity, and communicating essentiality among DoD Components. There are four
levels of MMII:

DL1.1.37.1. Code I. Most essential to military mission.
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DL1.1.37.2. Code II. Highly essential to military mission.

DL1.1.37.3. Code 11I. Less essential to military mission.

DL1.1.37.4. Code 1V. Not essential to military mission.

DL1.1.38. Minimum Replacement Unit (MRU) The minimum quantity of an item normally
replaced during a maintenance action, often the quantity of a component used per end item.

DL1.1.39. Model. A mathematical representation of an operation or management system
capable of manipulation to achieve optimum solutions to stated problems.

DL1.1.40. Multi-Echelon Readiness-Based Sparing Models. Mathematical models capable
of computing the optimal range and depth of spare and repair parts at both wholesale and retail
levels to achieve a weapon system readiness goal for the least cost or to maximize readiness for a
fixed cost.

DL1.1.41. National Item lIdentification Number (NIIN). A series of nine numerals within
the NSN that differentiates each individual supply item from all other supply items. The first two
digits signify the National Codification Bureau, which assigned the NIIN, while the last seven
digits are sequentially assigned by the Federal Logistics Information System.

DL1.1.42. National Stock Number(NSN). A thirteen-position number used to identify items
of supply. It consists of a four-position Federal Supply Class and a nine-position NIIN.

DL1.1.43. Non-Demand-Based. An item that has no forecasted demands, but qualifies for
stockage based on other criteria. The two types of non-demand-based items are insurance items
and program based:

DL1.1.43.1. Insurance Item. An item for which there is no forecasted usage, but which
qualifies as both a source code PB (an item procured and stocked for insurance purposes because
essentiality dictates that a minimum quantity shall be available in the supply system) and a MME
code I, Il, or I (for which no failure is predicted through normal usage); but if a failure is
experienced or a loss occurs through accident, abnormal equipment or system failure, or other
unexpected occurrences, lack of a replacement will seriously hamper the operational readiness of
a weapon system.

DL1.1.43.2. Program-Based. Inventory maintained to fill a specified approved
program requirement. There are two types of program requirements, as follows:

DL1.1.43.2.1. Life-of-Type. Items that are procured on a one-time basis, when all
cost-effective and prudent alternatives have been exhausted, for the total future requirement of an
item that is no longer expected to be produced. The procurement quantity shall be based on
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demand or on engineering estimates of mortality sufficient to support the applicable equipment
until phased out.

DL1.1.43.2.2. Planned Program Stocks. Quantities of an item needed over and
above recurring requirements to meet approved programs of a nonrecurring or a sporadic nature
(e.g., set assembly and non-repetitive overhaul programs) for which requirements may not be
predicted by normal forecasting methods.

DL1.1.44. Nonrecurring Demand. A request by an authorized requisitioner to satisfy a
materiel requirement known to be a one-time occurrence. This materiel is required to provide
initial stockage allowances, to meet planned program requirements, or to satisfy a one-time
maintenance requirement. Demands identified by customers as nonrecurring shall be included in
wholesale supply forecasts to the extent that an ICP can demonstrate that a particular quantity of
nonrecurring demands will improve demand forecasts.

DL1.1.45. Not Mission Capable Supply (NMCS). A materiel condition indicating that
systems and equipment are not capable of performing any of their assigned missions because of
maintenance work stoppage due to a supply shortage.

DL1.1.46. Not Stocked (NS) An item for which there is no established RO. Inventory or
usage data may be present; however, stock replenishment would not be initiated.

DL1.1.47. Numeric Retention Stock. Formerly the quantity of an item greater than all
identified requirement objectives, but for which disposal is currently infeasible or uneconomical
or for which a management decision has been made to retain stock in the supply system. This
category of stock is no longer valid.

DL1.1.48. Operating Level (OL) of Supplies. The quantity of materiel required to sustain
operations in the interval between replenishment shipments. The term “operating stocks” is
synonymous with operating level of supplies.

DL1.1.49. Order and Shipping Time (OST) Level. The quantities of materiel required to
sustain operations during the interval between the time that an activity processes a replenishment
requisition and the time the activity receives the requisitioned materiel.

DL1.1.50. Potential Reutilization/Disposal Materiel. Component materiel identified by an
item manager for possible disposal, but with potential for reutilization; or materiel that has the
potential for being sent by an item manager to the Defense Reutilization and Marketing Service
for possible reutilization by another Component or by a Federal, State, or local governmental
agency, or for disposal through sale to the public.

DL1.1.51. Principal Items. End items and replacement assemblies of such importance that
management techniques require centralized individual item management throughout the supply
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system to include items stocked at depot level, base level, and using unit level. Specifically,
these include items of which, in the judgment of the Military Services, there is a need for central
inventory control, including centralized computation of requirements, central direction of
distribution, and central knowledge and control of all assets owned by the Military Services.
Principal items normally will be selected on the basis of their essentiality for combat or training,
high monetary value, difficulty of procurement or production, or criticality of basic materials or
components.

DL1.1.52. Production Lead Time (PLT) The time interval between the letting of a contract
or the placing of an order, and receipt into the supply system of materiel purchased.

DL1.1.53. Program Objective Memorandum (POM). The POM documents a 6-year
projected blueprint of each organization’s proposals for updating defense programs. It is
submitted to the Secretary of Defense by each Military Department, Defense Agency and Special
Operations Command for approval. The approved POM defines the programs to be supported in
the Military Department and Defense Agency budgets.

DL1.1.54. Provisioning. The management process of determining and acquiring the range
and quantity of support items necessary to operate and maintain an end item of materiel for an
initial period of service.

DL1.1.55. Readiness. A measure or measures of the ability of a system to undertake and
sustain a specified set of missions at planned peacetime and wartime utilization rates. Measures
take account of the effects of system design (reliability and maintainability), the characteristics
of the support system, and the quantity and location of support resources. Examples of system
readiness measures are combat sortie rate, fully mission capable rate, and operational
availability.

DL1.1.56 Readiness-Based Sparing (RBS). The establishment of an optimum range and
quantity of spares and repair parts at all stockage and user locations in order to meet approved,
quantifiable, weapon system readiness, operational availability, or fully mission-capable
objectives.

DL1.1.57. Reason for Stockage Category (RSC). The categorization of an item that
indicates the reason or basis for stockage at the retail level of inventory. These categories reflect
the stockage computation or decision rule applicable, and in some cases are used for inventory
stratification and supply management purposes. The demand-supported grouping includes only
items that meet the criteria for stockage on a *“stocked demand” basis, whereas the
non-demand-supported grouping includes items stocked in the following RSCS: stocked
insurance, stocked numeric, stocked prepositioned war reserve materiel stock, not stocked, and
other.

DL1.1.58. Recurring Demand. A request by an authorized requisitioner to satisfy a materiel
requirement for consumption or stock replenishment that is anticipated to recur periodically.
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Demands for which the probability of future occurrence is unknown will be considered recurring.
Recurring demands will be considered by the supporting supply system in order to procure, store,
and distribute materiel to meet similar demands in the future.

DL1.1.59. Reorder Point (ROP). That point at which a stock replenishment requisition
would be submitted to maintain the predetermined or calculated stockage objective. The sum of
the safety level of supply, the level for ordering and shipping time, repair cycle level, and
authorized additive levels equals the reorder point.

DL1.1.60. Repair Cycle Level. The quantity of reparable items required to sustain
operations during the repair cycle that commences when a maintenance replacement takes place
and ends when the unserviceable asset is returned to stock in a serviceable condition. This
includes such stages as removed, awaiting shipment, in transit, in pre-repair screening, in process
of repair, and being returned to serviceable stock. Any extraordinary awaiting-parts delays and
any intentional extended-transit, storage, or repair-process delays should be excluded from the
repair cycle.

DL1.1.61. Reparable Item. An item of supply subject to economical repair and for which
the repair (at either depot or field level) is considered in satisfying computed requirements at any
inventory level.

DL1.1.61.1. Depot-Level Reparable Item. A reparable item of supply that is
designated for repair at depot level or that is designated for repair below the depot level, but if
repair cannot be accomplished at that level, will have its unserviceable carcasses either
forwarded to the depot for repair or condemnation, or reported to the ICP for disposition.

DL1.1.61.2. Field-Level Reparable Item. A reparable item of supply that is normally
repaired below the depot level of maintenance and for which condemnation authority can be
exercised below the depot level of maintenance.

DL1.1.62. Replenishment. Actions to resupply or increase stockage of reparable or
consumable parts in support of fielded items.

DL1.1.63. Requirements Computation. Any mathematical calculation performed to support
requirements determination functions.

DL1.1.64. Requisitioning Objective.. The maximum quantity of materiel to be maintained
on hand and on order to sustain current operations and core war reserves. It will consist of the
sum of stocks represented by the operating level, safety level, repair cycle and the order and
shipping time.

DL1.1.65. Resupply Time. The meantime between the date a retail activity submits a
requisition to the wholesale system and the receipt of the requisitioned materiel.
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DL1.1.66. Retail Inventory Manager. An inventory manager of either a consumer or
intermediate level of inventory.

DL1.1.67. Retail-Level Supply. Those secondary items stored within DoD intermediate and
consumer levels of supply. These include supply levels down to the following: Army -- to
Authorized Stockage List (ASL) and installation; Navy -- to resupply ships, intermediate
maintenance afloat units and shore installations; Air Force-- to base supply; Marines -- to Marine
Expeditionary Force (MEF) and base supply. Retail-level assets do not include End Use
Secondary Item Materiel.

DL1.1.68. Retail Stock. Stock held in the custody or on the records of a supply organization
below the wholesale level.

DL1.1.69. Retention Limit. The maximum quantity of on-hand materiel that may be
retained in stock, as determined by applicable retention rules.

DL1.1.70. Safety Level. The quantity of materiel required to be on hand to permit continued
operation in the event of a minor interruption of normal replenishment or a fluctuation in
demand.

DL1.1.71. Secondary Items. Consumable and reparable items other than principal items.

DL1.1.72. Stockage Objective. The maximum authorized quantity of materiel to be on hand
to sustain current operations. It consists of the sum of stock represented by the operating level,
the safety level, the repair-cycle level, and authorized-additive levels.

DL1.1.73. Stocked Demand (SD). A demand-supported item for which established RO is
based on actual recurring demands (including the transferred demands, as appropriate) at the
activity.

DL1.1.74. Stocked Insurance (SI). Anon-demand-supported, essential item for replacement
is not anticipated as a result of normal usage and for which an unacceptable lead time
(procurement or order and shipping time (OST)) has been established. If failure is experienced,
or loss occurs, through accident, abnormal equipment or system failure, or other unexpected
occurrences, the lead time required to obtain a replacement would seriously hamper the
operational capability of a critical facility or weapon system.

DL1.1.75. Stocked Limited Demand (SLD). A demand-supported item for which there is
anticipated usage, but the item does not meet the established economic stockage criteria. The
established RO is based upon anticipated usage.

DL1.1.76. Stocked Provisioning (SP). Anon-demand-supported item specifically stocked to
support a newly introduced end item for that period of time until requirements are forecast
entirely upon actual demands. This period may not exceed 2 years. The established RO is based
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upon the asset positioning policy and anticipated usage developed during the provisioning
process.

DL1.1.77. Stratification Process. A uniform portrayal of requirements and assets application
that is a computer-generated, time-phased simulation of actions causing changes in the supply
position; e.g., procurement, repair, receipt, issue, terminations, and disposal of materiel.

DL1.1.78. Supply Pipeline. The link from the end user to the retail level to the wholesale
level of supply through which requisitions and materiel normally flow.

DL1.1.79. Total Asset Visibility (TAV). The capability for both operational and logistics
managers to obtain and act on information on the location, quantity, condition, movement, and
status of assets throughout the DoD Logistics System. TAV includes all levels, and all secondary
items, both consumable and reparable.

DL1.1.80. Total Order-Ship Time. The time period extending from the date of a requisition
until the date that the materiel is recorded on the requisitioner’s inventory records.

DL1.1.81. Unit of Issue. Denotes by what means we buy and ultimately issue materiel for
our end-users/customers. Depending on the item, Unit of Issue can be quantity or physical
measurement, or by container or shape of the item. Unit of Issue is standard for each item of
supply across the Department of Defense.

DL1.1.82. Weapon System and/or End Item Mission Essentiality Code. This code indicates
whether the weapon system or end item is essential to the military mission of the Service.
Weapon systems and/or end items are classified as either mission-essential or not
mission-essential.

DL1.1.82.1. Mission-Essential. That Service-designated materiel authorized for
combat, combat support, combat service support, and combat readiness training forces and
activities, including Reserve and National Guard activities, which is required to support
approved emergency and/or war plans, and when the materiel is used to:

DL1.1.82.1.1. Destroy the enemy’s capability to continue war.
DL1.1.82.1.2. Provide battlefield protection of personnel.
DL1.1.82.1.3. Communicate under war conditions.

DL1.1.82.1.4. Detect, locate, or maintain surveillance over the enemy.

DL1.1.82.1.5. Provide combat transportation and support of personnel and
materiel.
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DL1.1.82.1.6. Support training functions, but is suitable for employment under
emergency plans to meet the purposes enumerated, herein. Mission-essential materiel is divided
into two categories, as follows:

DL1.1.82.1.6.1. Code A- Highest Priority Mission-Essential. That
mission-essential materiel required to accomplish the military mission of activities assigned FAD
| or FAD II.

DL1.1.82.1.6.2. Code B - Lower Priority Mission-Essential. That
mission-essential materiel required to accomplish the military mission of activities assigned FAD
111, FAD IV, or FAD V.

DL1.1.82.2. Not Mission-Essential. Materiel that does not qualify as mission essential
falls into Code C.

DL1.1.83. Weapon System Availability. A weapon system is available if it is capable of
performing its intended mission.

DL1.1.84. Wholesale Stock. Stock, regardless of funding sources, over which the Integrated
Materiel Manager has asset knowledge and exercises unrestricted asset control to meet
worldwide inventory management responsibilities.

DL1.1.85. Wholesale Supply. The highest level of organized DoD supply, and as such,
procures, repairs and maintains stocks to resupply the retail levels of supply. The terms
“wholesale supply,” “wholesale level of supply,” and “wholesale echelon” are synonymous.
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Cl. CHAPTER 1

INTRODUCTION

C1.1. GENERAL

C1.1.1. This Manual is a reference manual on how to develop each of the summary level
stratification matrices. The objective is to provide the standard specifications for the mandatory
Secondary Item Stratifications to ensure comparable results among all DoD Components. At the
time of publication of this Manual, it is recognized that much of the detail data is not available
from the current requirements and inventory systems in use by the Components. As the detail
becomes available with the development and implementation of standard systems, it will be
incumbent upon the Components to include that level of detail in the required summary matrices.
Until that time, the matrices must at a minimum contain entries on the total lines for each of the
levels and other requirements (i.e., Safety Level, Administrative Lead Time, etc.) at the
wholesale level of supply. The Department is transitioning from a requirements computation
system based on supply effectiveness goals to one based on weapon system availability, also
known as readiness-based sparing (RBS). Since the latter approach is still under development, it
cannot be fully implemented. However, stock levels established by RBS models shall cover
demand- related pipeline and safety-level requirements. Unless otherwise noted, those levels are
to be included in the matrices on the lines commonly used for recurring requirements. The
Components will include a paragraph in the narrative submission advising what percentage of
items and dollar value of requirements was computed by an alternate requirements determination
method. In addition, a brief description of the methodology will be included.

C1.1.2. This chapter discusses the purpose of the matrices and the process of stratifying
assets against requirements in a prescribed priority and/or time sequence. It identifies each of the
required matrices, their cutoff dates, and requirements for submission of the resulting data to the
office of the Secretary of Defense (OSD). This chapter also describes each of the different
requirements elements and types of assets included in the stratification process.

C1.1.3. Chapters 2 through 6 set forth the detailed specifications for the basic stratification
matrices, their subsets and NON-MANDATORY printout formats for each. Chapter 7 provides a
method for transitioning the stratification data to the budget.

C1.2. PURPOSE

C1.2.1. The stratification processes will uniformly display the materiel requirements and
associated asset status of individual secondary items and generate summaries of essential

18
Change 1, 08/24/2009



Beb4140-1-MDoD 4140.64-M, June 1995

information. The stratification matrices will be based on data and factors used in the daily
management of the individual items. The matrices will provide the foundation for developing
secondary item procurement and repair budgets, determining the readiness status, and relating
assets to the Approved Acquisition Objective.

C1.2.2. The stratification reports generated by the Central Secondary Item Stratification
(CSIS) and Local Secondary Item Stratification (LSIS) processes are valuable sources of
information on the current and projected status of supply; however, they are not management
reports. For management uses, the stratification data should be analyzed and the results
selectively presented in more suitable forms (e.g., graphs and tables). The analyses should
identify and highlight areas of management interest and areas needing attention, such as current
and potential future asset imbalances (both asset shortages and overages), trends in requirements
and assets, changes in lead-times, readiness status including war reserves, and progress toward
the attainment of specific management goals.

C1.3. THE PROCESS

C1.3.1. Stated simply, the stratification process is the application of assets, by type, for an
individual item against the requirements for the same item in a prescribed priority and time
sequence. The basic supply data pertaining to requirements and assets may be accumulated in
any appropriate manner at the Component’s option; however, for stratification purposes, the data
must be applied, arrayed, and submitted in accordance with the specifications contained in this
Manual. The matrices described in this Manual are summaries of individual national stock
number (NSN) data. Unless specified otherwise, the summary data has been derived by the
addition of like data from all applicable NSNs versus a calculation on the summary data.

C1.3.2. The types of assets (e.g., retail, wholesale serviceable, unserviceable inducted
and/or not inducted, on contract, on purchase request) will be sequenced from the most readily
available for issue to the least readily available. The requirements (e.g., retail, war reserves,
demands, safety level, repair cycle, lead-times, and order quantities) will be sequenced from the
most urgent to the least urgent. The most readily available type of asset (retail) will be applied
against the requirements in priority sequence. If the most readily available assets are insufficient
to satisfy the total requirement, the next most readily available assets will be applied, and so
forth, until the requirements are satisfied or the assets are depleted. If the total assets exceed the
requirements, the quantity of each type of asset beyond the requirements will be displayed. If the
requirements exceed the assets, the deficit of each type of requirement will be displayed. The
asset and requirement status of each item will be determined individually, on a quantitative basis,
and converted to dollars to permit various levels of summarization.

C1.3.3. All secondary item assets, regardless of how they are funded, shall be stratified in
accordance with this Manual except for the following:

C1.3.3.1. Assets already sold an issued from the lowest level of supply.
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C1.3.3.2. Assets owned by maintenance activities.
C1.3.3.3. Property acquired for civil function purposes.
C1.3.3.4. Defense Nuclear Agency assets.

C1.3.3.5. National Security Agency assets.

C1.3.3.6. Excess and surplus equipment at the Defense Reutilization and Marketing
Office (DRMO).

C1.3.3.7. DoD-owned foreign excess equipment.

C1.3.3.8. Materiel in storage facilities of the reporting DoD Component owned by
other DoD Components or other Federal Agencies.

C1.3.3.9. Items installed or incorporated in a higher assembly.

C1.3.4. The stratification process will begin with the actual assets (on hand and on order)
and the requirements (demand forecast, levels, and lead times) as of the cutoff date (close of
business of the last day of the quarter). This will reflect 3, 6, or 9 months of actual experience for
the current year in the December, March, or June stratification, respectively. The September
stratification cutoff will reflect the past fiscal year actual experience. The process will continue
with the projection of the asset and requirement status at the end of the current (CY),
apportionment (AY), and budget (BY) fiscal years (FY5). In the event biennial budgets are
required, a budget year plus one (BY+l) FY will be added to the stratification. Those projections
will be computed using the closing position and the simulation of subsequent issue, return,
induction, delivery, award, and commitment transactions based on the lead time factors in the
files. Table C1 .T 1. displays the number of months of actual and simulation required for each
stratification.

Cl.4. STRATIFICATION PRODUCT INFORMATION

C1.4.1. Matrices

C1.4.1.1. The stratification process will produce a series of summary matrices, each
designed to meet particular objectives. These matrices will be processed at standard and at latest
acquisition price unless otherwise specified. The summary data submitted to OSD will be from
the following matrices:

C1.4.1.1.1. |- Procurement Program. Matrix | displays the dollar value of
materiel that the reporting DoD Component requires to be either on hand or on order to sustain
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operations and the degree to which assets are available to meet those requirements.

C1.4.1.1.2. 1l - Repair Program. Matrix Il displays the dollar value at standard
and repair price of requirements, assets, and any deficits for reparable secondary items.

C1.4.1.1.3. 1ll - Readiness Status. Matrix Il is a snapshot of the dollar value of
the supply system’s capability to satisfy Logistic requirements as of a point in time by measuring
asset availability against the requirements element.

Cl1.4.1.1.4. 1V - Approved Acquisition Objective & Retention. Matrix IV
provides the dollar value of assets by the purpose for which held (i.e., approved acquisition
objective, authorized retention, or potential DoD reutilization and/or disposal).

C1.4.1.1.5. V- Retail Readiness, Requisitioning Objective, and
Retention. Matrix V displays retail (supply systems or supply organizations, not the end user)
level requirements, assets and overages and/or deficits.

C1.4.1 .2. To provide further insights into the status of inventory management and to
assist in policy evaluation, the stratification can re-summarize specific subcategories of items
separately (e.g., items subject to weapon systems management, items in a “buy” position, and
low-demand essential items).

C1.4.2. Specifications

C1.4.2.1. The specifications for each stratification matrix are presented in the
subsequent chapters and define the categories of items to be included, the asset groupings, and
the requirement elements to be displayed. The stub of the matrix (the vertical listing in the
leftmost column) names each line-item entry. Those entries include the gross assets and
deductions for those excluded followed by the requirements elements in descending priority
sequence. The header of the matrix (the horizontal listing of the column heads) names the
columnar entries. Those entries include requirements information and asset groupings (based on
the immediacy of their availability for issue) in descending priority sequence from left to right
(i.e., the most immediately available for issue -- serviceable on-hand assets -- is at the left and
the least immediately available -- on-order commitments at the right).

C1.4.2.2. The assets must be applied to requirements by individual item in the
prescribed sequence and then summarized. Subsequently, the results may be rearranged to
facilitate analyses.

C1.4.3. Validation of Stratification/Data. To ensure that the data contained in the
stratification summaries is as current as possible, each Component must establish internal
procedures and controls that require the establishment of reasonable parameters and priorities for
the identification of stratification line items for review. The Component procedures must ensure
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that necessary corrections identified during the stratification review process are made to the
master file data.

C1.4.4. Summary-Level Data. OSD requires only summary stratifications at cutoff, not
individual item stratifications. Table C1.TI. sets forth the summary stratification that are required
on a semi-annual basis (March and September). In addition, the entire set of matrices must be
generated for each Inventory Control Point (ICP) managing assets for a project.

Table C1.T-1. Summary of Matrices Required by OSD

By budget project and by I I I v \/
ICP?

Total Procurement
Weapon System "
Buy Items
Low Demand Essential
Total Repair X
Retail Only ° X

X X
X X

XX |[X]X

a) These summaries must be produced and maintained but will only he submitted upon
request of OSD. ADUSD(MDM) must be informed by the component when it is unable to
produce any of the subsets.

b) Until such time as the requisition and Defense Logistics Agency (DLA) supply systems
can record individual demand to specific weapon s stems, this stratification is optional for DLA.

¢) Retail assets for which the ICP has visibility and that are included in wholesale
requirements determination will be included in Tables I and II. All other retail assets will he
reported in Table V only.

C1.4.5. Cutoff Dates. Table CI.T2. displays the cutoff date, title, and number of months of
simulation for the QSIS. The first stratification of the fiscal year is the September stratification
(October 1 - September 30). Only the September and March stratifications are mandatory. The
cutoff dates for the LSIS are the same but no simulations are required. When it is feasible,
Components are encouraged to simulate for longer periods for use in preparing Program
objective Memorandum (POM) submissions and may run optional computations as required.
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Table C1.T-2. Cutoff Dates and Months of

Simulation
Stratification Asset at Cutoff | Submission Due to OSD | Mos of Actual | CY AY BY
September 30 January 15 12 0 12 12
December 31 N/A 3 9 12 12
March 31 July15 6 6 12 12
June 30 N/A 9 3 12 12

C1.4.6. Submission of Stratification Data. OSD no longer requires the submission of hard
copy stratification reports. With the exception of non-automated activities (reporting under
Matrix V), all data are to be submitted in a media suitable for direct computer input. Required
data elements are limited to submission identification, dollar values, counts, days, and
percentages contained in the matrix cells/sub-cells. Data element names and in-the-clear titles as
they appear in the optional printed formats in this Manual are not submitted. Any required
narratives and/or explanations are submitted in hard copy. Components will implement the
following procedures for stratification data submissions:

C1.4.6.1. Data and/or narrative submissions shall be addressed to the office of the
Assistant Deputy Under Secretary of Defense (ADUSD) Materiel and Distribution Management
Policy, 3500 Defense Pentagon, Washington, DC 2030 1-3500. A copy
will be furnished to the Director for Revolving Funds, 11 Defense Pentagon, Washington, DC
20301-1100.

C1.4.6.2. Data and/or narratives shall be submitted to arrive at OSD by July 15 for the
March cutoff and by January 15 for the September cutoff Each Component must establish its
cutoff date consistent with its internal review capabilities.

C1.4.7. Dollar-Weighted Averages. For individual items, recurring requirement elements
are expressed in terms of days. The repair cycle, order and/or ship time, and operating level
determine the length of the retail pipeline. Repair cycle time (RCT), repair lead time (RLT),
induction cycle time, administrative lead time (ALT), production lead time (PLI), and economic
order quantity (EOQ) determine the length of the wholesale repair and procurement pipelines.
For individual items, these times along with safety levels are expressed in terms of days. For
summary stratifications, the individual item pipeline days must be dollar-weighted to provide a
meaningful average lead time or safety level. The dollar-weighted average lead time is computed
as follows:

C1.4.7.1. For each item, calculate the value of 1 day of lead time by dividing the dollar
value of the lead time by the number of days.
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C1.4.7.2. Calculate the total value of the lead time for all items in the summary.
C1.4.7.3. Calculate the total value of 1 day of lead time for all items in the summary.

C1.4.7.4. Divide the value of the lead times for all items inCl.4.7.2. by the value of 1
day of lead time for all items in C1.4.7.3. to obtain the dollar-weighted lead time days. Example:

Dollar-Weighted Computation of Administrative Lead Time

NSN ALT ALT Value OH one
DAYS | $ VALUE day
ALT
1 30 2,800 93.33
2 240 180,000 750.00
3 180 1,250000 |6,944,44
Total 1,432,800 |7,787.77

Dollar-weighted ALT = $1,432,800/7,787 or 183.891 days, rounded to the nearest whole
number, 184 days.

C1.5. REOUIREMENTS

The total requirements for an item may consist of several types, each computed in a different
manner and for different purposes. The stratification matrices prescribe separate entries for each
of those types of requirements. The major categories of requirements are war reserves, demands,
recurring and non-recurring requirements, and dues out. Secondary items whose requirements
are computed, based on other approved requirements determination models, such as
readiness-based sparing models, will use the levels established to cover the demand-related
pipeline and safety-level requirements unless specified otherwise on specific matrices.

C1.5.1. War Reserves

CL5.1.1. War Reserve Requirements. War reserve is the DoD inventory of
mission-essential materiel required to attain operational objectives in the scenarios and other
stockage objectives approved for programming in the Secretary of Defense Planning Guidance.
Mission-essential materiel is materiel that is critical to the combat mission of a unit or weapon
system and has minimal civilian sector availability. Materiel stocks will be limited to that portion
of the planning period the unit will be in the theater of operation. All war reserves will be fully
visible to and intensively managed by the integrated materiel manager. Only war reserve assets
acquired with war reserve appropriations may be protected by the wartime or contingency
materiel allocation system. These protected assets, if issued for other uses, i.e., peacetime
requirements, humanitarian support, etc., may be repurchased with the funds generated from the
sale of materiel and subsequently protected. Any other war reserve asset must be considered as
available to meet peacetime requirements during the stratification process.
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C1.5.1.2. War Reserve Computation. The war reserve materiel requirements and assets
will be computed for war reserves in accordance with DoD Directive 3110.06 (reference (a)), the
Defense Planning Guidance, and DoD 4140.1-R (reference (c)). The war reserve requirement is
computed as of the budget year (i.e., the FY95 war reserve requirement was computed in March,
1993; the FY94 requirement was computed in March, 1992; etc.). For stratification purposes, the
approved war reserve computation applicable to each FY is used. DoD Component activities that
have not processed an undated war reserve computation will use the latest computation available
and include a discussion of why war reserve materiel requirements were not recalculated in the
narrative portion of the War Reserve Inventory Report, Report Control Symbol
DD-P&L(A)1913.

C1.5.2. Recurring Requirements

C1.5.2.1. General. Subsequent to the initial issue to fill the pipeline, recurring
requirements are established to provide replenishment support for operational units and other
programs of a recurring nature such as depot maintenance and repetitive assembly programs.
Limited demand items and Cooperative Logistics Supply Support Arrangements (CLSSA) are
considered recurring requirements for stratification purposes.

C1.5.2.2. Historical Demands. Demands are based on a history or prior demands, on
usage rates in conjunction with program factors (e.g., flying hours, operating hours, end-item
densities), depot maintenance programs, readiness requirements, and CLSSA.

C1.5.2.3. Limited Demand. Limited demand requirements will reflect items for which
historical or anticipated demands are insufficient to justify stockage on an economic basis, but
for which mission essentiality requirements justify stockage. Safety levels are not authorized for
limited demand items.

C1.5.2.4. Establishment of Levels. Levels will be established for various segments of
the recurring requirements, (i.e., safety level, RCT, PLT, ALT, and EOQ), and orders will be
placed to replenish those levels as stocks are issued. In an ideal situation, all levels except the
economic order quantity would be continually filled with assets on hand or on order.

C1.5.2.5. Safety Level. The safety level (SL) will reflect the quantity of assets required
for continued operation in the event of minor interruption of normal replenishment or
unpredictable fluctuation in demands. Two types of safety levels are displayed in the
stratification tables -- customer wait time and weapon system operational readiness. The safety
level for a specific National Stock Number (NSN) will be computed one way or the other or by
another approved method as described in DoD 4140.1-R, Chapter 3 (reference (c)). Customer
wait time goals will be computed for demand based non-weapon system items. Weapon system
operational readiness goals will be based on attaining readiness goals for items managed in
accordance with the Secondary Item Weapon System Management (SIWSM) concept.
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C1.5.2.6. Repair Cycle Levels. Repair cycle levels are outlined in Chapter 3 of
reference (c). RCT will be the quantity of reparable items required to sustain operations during
the repair cycle that commences when a maintenance replacement is initiated and ends when the
unserviceable asset is returned to stock in a serviceable condition. This will include removal,
awaiting shipment, in-transit, in pre repair screening, in-process of repair, and being returned to
serviceable stock. The RCT will be stratified to the field repair cycle or the depot repair cycle,
since these are the two mutually exclusive processes by which an unserviceable item is returned
to a ready-for issue (RFI) condition.

C1.5.2.6.1. Field Repair Cycle. Field repair cycle will be recorded as the time
from the date the initial demand for the replacement of an unserviceable item is entered into the
supply system until either:

C1.5.2.6.1.1. The date the item is restored to serviceable and
issuable condition by an organizational and/or intermediate maintenance activity, or

C1.5.2.6.1.2. The date it is determined to be beyond the capability of an
organizational and/or intermediate maintenance activity to repair. Unserviceable assets repaired
at the field level will be processed through the retail repair cycle.

C1.5.2.6.2. Depot Repair Cycle

C1.5.2.6.2.1. The depot repair cycle time will include retrograde time (for
Components with retrograde in-transit visibility), batch accumulation and
transfer-to-maintenance time, and in-maintenance (maintenance turnaround) and return time. It
relates to the interval from the time an unserviceable asset is recorded on the inventory records of
a depot maintenance activity until the time it is restored to RFI condition. Unserviceable assets
that are beyond the repair capability of the field levels of maintenance and are repaired at the
wholesale level of maintenance will be processed through the depot repair cycle. An
unserviceable asset that is beyond economic repair is normally condemned or washed out.

C1.5.2.6.2.2. The depot repair cycle level represents the quantity of assets
required by the wholesale system to support demands on the supply system during the depot
repair cycle time. It is a “net” requirement of the demands less the on-hand assets and due-in
from procurement offset by potential recoverable unserviceable assets expected to be returned
during the repair cycle time.

C1.5.2.6.2.3. The repair lead time level (RLT) will be the gross quantity of
demands upon which the ICP is allowed to base maintenance requirements beyond the date of
the last induction (repair stratification) or date of last buy (procurement stratification) for the
year. The quantity will be based on the total demands forecasted to occur from the time of
induction into a depot maintenance activity (organic, inter-Service, or contractor) until the assets
have been repaired and recorded ready-for-issue on the ICP’s records. The induction cycle will
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be the normal planned interval between the induction of batches of unserviceable assets into
maintenance. It will be based on the authorized batch size and is used in the simulation-to-repair
process. The induction cycle is equal to the lesser of total demands during the batch
accumulation time or the unserviceable, not inducted on-hand plus anticipated unserviceable
returns.

C1.5.2.7. Administrative Lead time (ALT) Level. ALT is outlined in DoD 4140.1-R,
Chapter 3 (reference (c)). It will begin when an item’s wholesale asset level is reduced to the
reorder point and will end on the date the contractual instrument is executed. The ALTwill
include the time periods required for identification of the buy requirement; the review, approval
and documentation of the purchase request and technical data review; and the processing and
execution of the contractual instrument. This level is the quantity of Due-In-Committed assets
the ICP is allowed to retain to support demands on the supply system during the ALT.

C1.5.2.8. Production Lead Time (PLY) Level. PLT will begin at the end of ALT, or
when the contractual instrument is executed, and will end when the material is received or when
the date of confirmation of the first significant delivery has been received. This level is the
quantity of assets that the ICP is allowed to procure and retain Due-In-Contracted to support the
demands on the supply system during the PLT.

C1.5.2.9. Economic order Quantity (EOQ) Level. The EOQ, or buy frequency, will
represent the normal planned interval between procurements. The duration of the cycle may be
based on the standard Wilson EOQ formula or modifications of it. In terms of quantities, it is the
requirement that represents the forecasted demands expected to occur between procurement
actions.

C1.5.2.9.1. At the time of award, quantity discounts or other economic
considerations may warrant the procurement of a larger than normal quantity. Only actual
additives resulting from awards made before the stratification cutoff will be reflected. Future
additives will neither be anticipated nor simulated.

C1.5.2.9.2. When a buy occurs within the stratification period, the EOQ
establishes the full resource requirement including the portion that extends into the next FY.
When no buy occurs within the stratification period, the EOQ protects only the assets procured in
accordance with DoD policy in a previous period; therefore, the EOQ for buy in prior periods
never exceeds the amount of the net available assets (on hand, due in, and on order) beyond the
reorder point. The EOQ does not apply to insurance, life-of-type (L-O-T) items, and non-CLSSA
foreign military sales requirements.

C1.5.2.9.3. The EOQ is the full EOQ at the date of last buy for those items that
had a buy during the computation period; it is that portion of the full EOQ remaining at the end
of the computation period for those items for which the most recent buy occurred in a prior
period.
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C1.5.2.10. Procurement Quantity. The procurement-quantity will represent the
secondary item buys calculated by other approved requirements determination methods, such as
readiness based sparing models, simulated to occur during the computation period.

C1.5.3. Non-Recurring Requirements

C1.5.3.1. General. Non-recurring requirements are divided into five kinds:
insurance, L-O-T, initial spares, planned programs, and foreign military sales. Unlike recurring
requirements, safety levels are not computed for non-recurring requirements. With the exception
of insurance and planned programs, the ALT, PLT, EOQ, and repair cycle will be computed to
determine when budgeting and acquisition actions must be initiated to have the assets available
for issue when required.

C1.5.3.2. Insurance. An insurance item is a stocked, essential item for which no failure
is predicted through normal usage. If failure were to be experienced, or a loss should occur
through accident, abnormal equipment or system failure, or other unexpected occurrence, lack of
replacement would seriously hamper the operational capability of a weapon system | end item or
component. Insurance items will have insurance requirements solely; they will not have safety
levels or lead time requirements. Only one minimum replacement unit of an item may be stocked
for insurance purposes. Normally, whenever an insurance item is issued, it may be replenished.

C1.5.3.3. Life-of-Type (L-O-T). L-O-T items will be procured on a one-time basis,
when all cost-effective and prudent alternatives have been exhausted, for the total future issues
of an item that will no longer be produced after production of the major end item is completed.
The procurement quantity shall be based on demand or on engineering estimates or mortality
sufficient to support the applicable equipment until phased out. Some items are classified as
[-0-Tat the time they enter into the supply system; some other items enter the supply system as
normal replenishment and are subsequently reclassified to L-O-T. Those latter items are ones
normally produced by a sole source that decides not to produce them any longer and no other
source can be found. Issue requirements are forecast for the balance of the life of the item, and a
L-O-T buy is made. In the case in which production is terminated, the item is on hand. At the
time the L-O-T assets are on hand, requirements for the year will be reflected in the forecast of
demands being simulated as L-O-T demands. The remaining assets will be reflected in the L-O-T
objective as part of the approved acquisition objective. Once the L-O-T buy has been made, the
item should never exhibit a deficit in the stratification.

C1.5.3.4. Initial Spares. Initial spares will represent the one-time requirement to
initially establish retail stockage in support of the deployment of new equipment or to augment
retail stockage in support of the deployment of additional quantities of equipment. Additional
quantities of equipment may be deployed more that once to the same bases and/or units or to
different bases and/or units. Each deployment constitutes a separate requirement that does not
recur for the same group of end items. Initial spares requirements may occur concurrently with
recurring and other non-recurring requirements. Initial spares are discussed in DoD 4140.1-R,
Chapter 1 (reference (c)).

28
Change 1, 08/24/2009



Beb4140-1-MDoD 4140.64-M, June 1995

C1.5.3.5. Planned Programs. The wide variety of planned programs will include
modernization programs, modification programs, one-time assembly of sets or Kits,
Government-furnished materiel for end-item production contracts, and ship overhaul programs.
Planned programs will exclude planned depot maintenance programs that are considered
recurring even though modernization and modification may occur in conjunction with depot
overhaul or repair. Planned programs may continue over several years but would involve the
same engineering change to the same end item only once.

C1.5.3.6. Foreign Military Sales (FMS) Only those non-CLSS FMS for which funded
requisitions have been received are valid requirements for stratification. FMS requirements will
be reflected only as materiel obligations with either future or past delivery dates. If on-hand
assets are not sufficient, the balance should be placed on order as soon as required to meet the
Required Delivery Dates. All requirements should have assets on order, on hand or a deficit
reflected to offset the requirements.

C1.5.4. Due Out. A due out will occur when a using activity submits a requisition for an
item that is not immediately available for issue and the requisition is recorded as a commitment
for issuing the quantity from future stock or purchasing it for direct delivery. When retail and
wholesale requirements are reflected in the same table, due out to the included retail activities
should not be reflected in the wholesale segment because that would duplicate the retail due out.
However, dues out for those activities not included in the table; e.g., other Military Services and
FMS, should be included. All requirements should have assets on order, on hand or a deficit
reflected to offset the requirements.

C1.5.5. Retention. The retention category in the stratification will include economic and
contingency retention. These retention categories will be a stock retention objective only.

C1.5.5.1. Economic Retention. Economic retention will be the portion of the quantity
on hand above the Approved Acquisition objective that is determined to be more economical to
retain for future peacetime issues instead of replacement of future issues by procurement.

C1.5.5.2. Contingency Retention. Contingency retention will be the portion of the
quantity on hand above the Approved Acquisition objective for which there is no predictable
demand or quantifiable requirements, and that will be retained for specific contingencies.

C1.6. ASSETS

C1.6.1. Primary Inventory Control Activity and/or Service Item Control Activity
(PICA/SICA). When the DoD Component is the Integrated Materiel Manager and/or Primary
Inventory Control Activity (IMM/PICA) for an item, all assets, except for excluded assets, in the
custody of the ICP and recorded on the accountable records will be reported as gross assets in the
stratification process. When the DoD Component is the Service Item Control Activity (SICA) for
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an item, gross assets will represent those assets that are on hand or due-in to the SICA and
recorded on its accountable records. The excluded assets (identified in Table C1.T3., below) are
not reflected in the stratification reports. The net assets are equal to the gross assets minus the
excluded assets.

C1.6.2. Gross Assets. Gross assets as reflected in Matrix | will provide the basis for the
reconciliation of inventory records and financial records. The assets reflected in Matrix I11,
processed at the latest acquisition value, will provide the basis for the secondary item portion of
the DoD inventory report, DD-M(A)1000, required by DoD 4140.1 -R, Chapter 4 (reference (c)).
Categories of excluded assets are described in subparagraph C 1.6.2.1., below.

C1.6.2.1. Excluded Assets. Some assets may not be suitable for application to
requirements because of their condition or availability. The excluded assets consist of those
assigned total and partial exempt condition codes, those forecast for condemnation,
unserviceable returns beyond the date of last buy, unserviceable returns beyond the date of last
induction, and assets being held by one activity but are under the ownership of another activity.
Each category of excluded assets is reported on a separate asset line and is deducted from the
gross assets to arrive at the net assets available for application to the requirements.

C1.6.2.1.1. Exemptions - Total and Partial. The condition of some assets may
make them exempt from application to requirements. For example, items assigned Condition
Codes H, Condemned, and S, Scrap, cannot economically be made suitable for issue and are
therefore totally exempt from application. Items assigned Condition Codes such as J,
Serviceable-Suspended, and L, Serviceable-Litigation, are partially exempt because some portion
of the gross assets may not become available for issue. The DoD Components may reduce the
gross assets with conditions codes identified as partially exempt based on their historical
experience when less than 100 percent of the assets are expected to become available to satisfy
requirements. The amount of the reduction is shown on the “Exemption” line.

C1.6.2.1.2. Potential Condemnations

C1.6.2.1.2.1. Unserviceable assets on hand and due in on ICP records and
those forecasted to be received during the simulation will be discounted to recognize the
potential condemnations in the repair process. The amount of discounted unserviceable reparable
assets will appear on the “Condemnation” line. The discount rates for assets not inducted into a
maintenance activity will be based on the depot-level condemnation experience.

C1.6.2.1.2.2. As of any cutoff, the inducted assets have been in maintenance
an average of one-half of the repair cycle time. During that time, some assets have been
condemned; therefore, applying the full final condemnation rate would understate the
recoverable assets. The appropriate discount rate for assets that are already inducted into
maintenance is dependent on the operations of the specific maintenance activity. If
condemnations occur early in the process and are recorded immediately, the rate should be low.
Conversely, if the condemnations occur late in the process or are not recorded immediately, the
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rate should be higher. Components will use rates that are most representative of the way their
maintenance activities (including contractors) operate.

C1.6.2.1.3. Beyond Date of Last Induction. For the simulation periods, CY, AY,
and BY, projected recoverable unserviceable returns are applied up to the date of the last
induction in the stratifications. Returns expected to be received subsequent to the last induction
are not applied to the requirements in that fiscal year, but are carried over to those of the next
fiscal year. The excluded assets are displayed on a separate asset line in the matrices.

C1.6.2.2. Condition Codes. Table C1.T3. displays the Military Standard Transaction
and Reporting Procedures (MTLSTRAP) condition codes, their definition, and their stratification
assignment, including whether they are totally or partially exempt. The exhibit also indicates
whether the partially exempt and nonexempt condition codes are applied as serviceable or
unserviceable and whether assets may be discounted.

C1.6.3. Projected Assets. Two types of assets are considered in the Stratifications: actual
assets as of the cutoff date and projected assets generated by the simulation process. The CY will
begin with the assets on hand at the close of the quarter and will simulate the issue, returns,
receipts from procurement and repair, inductions, awards, and procurement requests. The
simulation will result in a projected asset position at the end of the CY. That closing asset
position then becomes the opening position for the AY. The simulation process will be repeated
for each of the subsequent fiscal years and end with the simulated asset position at the end of the
BY.
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C1.6.4. Potential Reutilization and/or Disposal Materiel. Assets above all authorized
retention levels that:

C1.6.4.1. Have been identified by an item manager for possible disposal but with
potential for reutilization within the Component; or

C1.6.4.2. Have the potential for being sent by an item manager to the Defense
Reutilization and Marketing Service (DRMS) for possible reutilization by another Component, a
Federal, State or local government agency or sale to the public are stratified into the potential
reutilization category.

C1.6.4.3. These assets remain in this category until they are either reutilized by the
Component or transferred to DRMS.

Table C1.T-3. Asset Condition Code Assignment

Condition | MILSTRAP Exempt? /PR Apply Apply Discount
Code Definition Servicable | Unserviceable | Condemnation
A Band C | Serviceable NO X NO
E Unserviceable | NO X NO
F Unserviceable
-Repairable NO X YES
-Consumable | YES T
G Unserviceable
-lncomplete NO X YES
Hand S Unserviceable
-Condemned YES T
-Scrap YES T
J, Kand L | Serviceable
-Suspended YES P X NO
-Odd Lot YES P X NO
-Litigation YES P X NO
M Unserviceable
-In-work NO X YES
P Unserviceable
-Reclamation YES T
Qand R Suspended
-Quality YES P X NO
-Condition YES P X NO

a)Exempt - not included in processes.

32
Change 1, 08/24/2009



Beb4140-1-MDoD 4140.64-M, June 1995

C2. CHAPTER 2

MATRIX |- PROCUREMENT PROGRAM

C2.1. INTRODUCTION

C2.1.1. The following description and elements apply to the stratification display for
inventory management analysis. At the summary level, Matrix I displays the dollar value of
materiel that the reporting DoD Component requires to be either on hand or on order to sustain
operations; it also shows the degree to which assets are available to meet those requirements and
any deficiencies. Column A(Memo) displays a time measurement for safety level, order/ship
time, and operating level for retail requirements; a time measurement for safety level, repair
cycle, ALT, PLT, and EOQ for wholesale requirements for individual items; and a
dollar-weighted average of all items in the summary matrix.

C2.1.2. Matrix | is composed of four subsets, each portraying the materiel requirements and
associated assets for a specific time frame. The Opening Position, Matrix I(A), provides a
snapshot of the requirements, assets, and deficits for secondary items recorded in the ICP’s item
record file as of the cutoff date (i.e., as of the close of business on the last day of the quarter).
Matrices 1(B) through 1(D) simulate the requirements, assets, and deficits as of the date of last
buy in the current, apportionment, and budget years. If no buy is projected for an item,
requirements, assets and deficits will be simulated 