

































































































































































MATERIAL DISPOSITION

The final area of material control to be discussed

is that of material disposition. Normally, material
is received into stock in relatively large quantities
and, in turn, is sent out to a customer or to the
production activities of the plant as required. In
other words, the pattern is one of normal receipts
and requisitions. However, from time to time there
are excess materials and parts for which a dispo-
sition must be made.

In the previous sections, the generation of require-
ments and the analysis of current stock balances have
been discussed. The items most interesting from
the disposition standpoint are those items for which
there is stock but no stock requirements. After
unwanted stock has appeared on the inventory report
for a specific length of time, it must be reviewed for
surplus declaration.

Surplus items can be raw materials, purchased
parts, fabricated parts, and line flow and fabricated
assemblies in excess of known requirements on
contracts. Government-furnished property (GFP)
items, company-owned equipment, special tools,
and special test equipment are normally excluded
from this consideration, as they are handled by
terms of the contract, or are advertised and sold
on bid.

requirements will materialize in the future, the item
is declared obsolete and surplus. An obsolete and
surplus notice (see Figure 51) is prepared by the
machine. The computer searches the activity for a
cause of the surplus condition and identifies this
cause on the document. The format of the document
has space for subsequent stores handling.

The advantage of the computer analysis is that it
ensures that surplus material is promptly detected,
identified as to cause, and an aged follow-up pro-
vided to ensure that action is taken.

Production items become surplus as a result of
any of the following:

e The advance bill-of-material details are not

called out on production release drawings.

o Advance bill-of-material details are altered

on the production release drawing.

o Engineering changes are made to

production units.

e Engineering changes are made to spare items.

o Material is made surplus by contract

termination.

e Reduction of master schedule items takes place.

e Removal of spares requirements takes place.

e The anticipated attrition is not experienced

in the manufacturing cycle.

e A reduction in interplant requirements occurs

because of any of the preceding changes in

If, after the review of the stock by production activity.
planning, it is determined that no additional contract
REGISTER
OBSOLETE & SURPLUS NOTICE
12 40153
MATL.. NO. PART UNIT DATE
06 701057 87-95900-066 TRANSISTOR PC. DEC. 15, 1963
QUANTITY STORES QUANTITY CAUSE
REQUESTED TRANSFER
54 NET CHANGE LIST CIC 36994
ITEM STATUS CATALOG
ON HAND ONORDER REQ'D REALIZATION STATUS RLZ UNIT COST 7
357 0 275 28 54 110% 1.47
LINE VALUE WORK ORDER
79.38 123-0114-260
DISPOSITION
BY DATE
Figure 51. Obsolete and surplus notice
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With the identification of the cause of the surplus,

the responsible department is designated so that the
~ cost accounting procedure can properly allocate the

charges. The rule of thumb generally

applied is

that the department originating the change is the
department responsible for the charges, unless an
alternate department is designated. Inventory
control is normally charged for surplus resulting
from unrealized attrition except in a few selected

cases:

e Products manufactured in excess of order

quantities

e Excess material discovered in the manu-
facturing area and returned to the home

inventory
In these cases, the reason and supp
mentation is referenced on the surplus

orting docu-
document.

When a purchase order is written, a card is
created which is sent to the proper raw material
receiving area. When the material arrives from
the vendor, the card is entered in a data collection

terminal which transmits a record of raw material
to the central computer. When the raw material is
moved to inspection, the card is used again in a
data collection terminal, with a different transaction
code to signal that the material is in inspection.
Disposition of raw material stores is also recorded
with this card. When the material arrives at raw
material stores, its receipt is recorded via a data
collection terminal using the original card as input.
When raw material is to be released to the shop,
a raw materials release is generated at the output
terminal in raw material stores. The release is
a punched card which is reentered in the data col-
lection terminal to transmit a record of raw material
being physically sent to the shop. The inventory
record can be printed to allow inspection of the
current condition, or an inventory record card can
be maintained by transfer-posting the current trans-
actions and their result onto a record card (see
Figure 52).

INVENTORY RECORD CARD

MATERIAL No. ufm [ un wetanr | sTo uniT vacue e |nean [ panT numeen

SPECIFICATION ~ DESCRIPTION

PAGE NO, INVOICE CONT CODE  |LEAD TIME

SHELF LIFE STD, PKG. QTY,

EXPLOSIVE = HUMIDITY CONTROL = RADIOACTIVE ~ TIME

4

ANSACTION DATA o

ETAIL_TRANSACTION QUANTITY,

DETAIL STATUS

MATERIAL ooc |a | oocumenT WORK OROER [T

NO, DATE ~ NO. ACCT NO. c ©

THER RECEIVED

I1SsSuED

INVENTORY BALANCE ON ORDER oPeEN
REQUIREMENTS

sTATUS REMARKS
AvalL STORES SHoPs P.O.R, [X-N

—_———Hbb e

A -~ REQMTS ORDER POINT F ~ P.O. REINSTATEMENT

B - PROC NOTICE G - RECKIPTS

€ = PROC €MG NOTICE H - RECEIPT CHANGES

© - PURCHASE OROER | = NON-REIMBURSABLE RECAT,
£ - P.O. CHARGES 3 ~ PLANNED isSUES

K = UNPLANNED ISsucs

L ~ EXCEBS USAGE IssuE

M - ISSUE BUBBTITUTION

N = VENDOR RESPONSIBLE
REJECTION ISSUx

© - REWORK'- REPAIR R = REALIGNMENT NOTICE W~ = PHYSICAL INVENTORY

LOAN-sHOP & ~ BANK 8TOCK W-2 - PHYSICAL INVENTORY RECOUNT

P ~ REWORK ~ REPAIR T — CATEGORY TRANSFER W=3 = PHYSICAL INVENTORY ADUUST

LOAN~VENOOR U = CONTRACT TRANSFER

Q - GRATIS MATERIAL V = INTERIM INVENTORY

Figure 52, Inventory record card
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SUMMARY

A good material control system is a management
tool which provides accurate, useful, and timely
data to all levels of an organization and supports the
operational activities. Efficient data collection,
ready access to comprehensive data, and elimination
of redundant data handling and redundant data files
are its principal features. Data files are organized
for use by multiple system functions to achieve

greater efficiency in processing and data organization.

Through the data transmission terminal, data
captured at original sources are entered into the
files with reduced possibility of error. Coincident
with the reduction in potential errors is the im-
mediate updating of the master files. From the
master files reports are generated, parts are
ordered, and decisions are made. This eliminates
information file phasing problems.

The approaches discussed here have been
tailored to the aerospace industry. Some of them
have proved to be useful in other industries. The
objectives of all approaches however, are to
indicate that:

e Material planning cycles can be reduced, with

a consequent reduction in cost and a substantial
reduction in time, through the use of computer
processing.

e Purchased items can be negotiated, acquired,

and their flow monitored with reduced effort
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by means of a purchase system supported by
data processing equipment.

Inventory balances and supporting records
monitored by the computer can be constantly
examined for new order requirements, and
any unusual inventory circumstances can be
brought immediately to planning's attention.
Count requirements for constant verification
of record balances are computer-monitored
to verify the record accuracy and to comply
with auditor requirements.

The cost of maintaining inventory can be cut
by closely matching the need dates to quantities
of inventory on hand based on production need.
This improves inventory turnover and aids in
meeting production schedules.

The cost of operating the material release
and control department can be reduced.
Computer processing can handle varying
production levels without wide fluctuation

in personnel requirements.

A material control system can react to pro-
duction problems, delays, and losses by
triggering order adjustments as needed. Any
major schedule change can be examined over-
night. New releases are processed in a single
cycle instead of requiring weeks of extra effort.






