Understanding Sources of Direct Materials Tip #4

Analyzing Direct Material Costs




Evaluating Non-Consumed Materials

The technical analyst should evaluate non-consumed materials according to the following considerations.

Overage

· One way to verify the overage factor is to review the repurchasing efforts subsequent to the release of the initial orders to the suppliers.

Obsolescence

· The contractor's proposal should not include an obsolescence factor if the contemplated procurement is for an end item for which specifications are firm and no further change is contemplated. 

Residual Inventory

· Material or parts purchased under one contract, but not used on that contract become Government property. If that material is used on a subsequent contract, there should be no charge for materials on the subsequent contract. 

· The technical analyst should check for suitable materials on residual inventory lists, Government Furnished Material (GFM), Government Furnished Equipment (GFE) and items subject to Material Review Board action (MRB).
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