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	Assignment 09
1. 
i. Elements of purchasing are as enumerated below:
· Right place of delivery : refers to the correct place to receive delivery
· Right material; value analysis and standardization
· Right Quality : Specification benchmark obtained from indents can be used to measure the quality of items
· Right Quantity: the buyer should consider discounts, the price structure, and the relationship with the supplier, and the quality of items.
· Right Attitude:Training,SWOT analysis and material intelligence
· Right Time: having prior knowledge of lead time information for all items and taking practical steps to reduce the time it takes to place the order until it arrives and become ready to be used
· Right Price: it is advisable used guidelines to determine the right price of the items using the cost structure of the item
· Right Transportation: cost analysis of transportation and logistics
· Right Contracts: legal aspects
· Right Source: e.g. The source should be reliable and have the capacity to deliver uniform and high quality materials.
ii. The main objectives of purchasing are as follows:
· Maintaining
· Minimizing
· Prevent duplication
· Maintaining proper quality standards
· Obtain valued for money in terms of obtaining lowest price items at the highest quality and functionality
· Helps to maintain organisation’s competitiveness by purchasing materials at reduced prices
iii. The prerequisites for becoming a good purchase manager are :
· Studying the market to identify price trends and future availability of materials and goods
· Locating vendors; negotiating prices; preparing requisitions and purchase orders; and maintaining purchase records. 
· They are also required to hire, train and manage subordinates and have a role in the development of product or equipment specifications.
iv. The objectives and functions of stores are as follows:
· Receiving raw materials, components, tools, equipment and other items and account for them
· Providing adequate and proper storage and preservation to the various items
· Meeting the demands of the user departments by proper issues and account for the consumption
· Minimizing obsolescence, surplus and scrap through proper codification, preservation and handling
· Highlighting stock accumulation, discrepancies and abnormal consumption and evolve effective control measures
· Ensuring good housekeeping so that material handling, material preservation, stocking, receipt and issue can be done adequately
· Assisting in verification and provide supporting information for effective purchase action

v. The general criteria adopted for the layout of stores are: 
· Centralised: are used when there are several projects occurring in different places
·  Decentralised stores: are normally sited close to the project site
vi. The difference between stock valuation and verification is that Stock valuation is the process of calculating the fair market value of a stock by using a predetermined formulas that factors in various economic indicators while Stock verification is a process of physically counting and checking inventory in the unit, against its book balance at least once in a year.
2. The different stages of "material procurement cycle" are as enumerated below:
· Need Recognition: the business must know it needs a new product, whether from internal or external sources. The product may be one that needs to be reordered, or it may be a new item for the company.
· Specific Need: determining the right product that is critical for the company. Some industries have standards to help determine specifications i.e. the business must specify the necessary product by using identifiers such as color or weight.

· Source Options: the business needs to determine where to obtain the product i.e. an approved vendor list needs to be generated or the company will qualify suppliers to determine the best product source for the business.
· Price and Terms: the business will investigate all relevant information to determine the best price and terms for the product. This will depend on if the company needs readily available products or specialized materials. 
· Purchase Order is used to buy materials between a buyer and seller. It specifically defines the price, specifications and terms and conditions of the product or service and any additional obligations.
· Delivery: the purchase order must be delivered, usually by fax, mail, personally, email or other electronic means. The recipient then acknowledges receipt of the purchase order. Both parties keep a copy on file.
· Expedition of the purchase order addresses the timeliness of the service or materials delivered. It becomes especially important if there are any delays. The issues most often noted include payment dates, delivery times and work completion.
· Receipt and Inspection of Purchases: This is to ensure company delivers the product to the buyers and the recipient accepts or rejects the items. Acceptance of the items obligates the company to pay for them.
· Invoice Approval and Payment. The Three documents must match when an invoice requests payment – the invoice itself, the receiving document and the original purchase order. The agreement of these documents provides confirmation from both the receiver and supplier. Any discrepancies must be resolved before the recipient pays the bill. Usually, payment is made in the form of cash, check, bank transfers, credit letters or other types of electronic transfers.
· Record Maintenance: In the case of audits, the company must maintain proper records. These include purchase records to verify any tax information and purchase orders to confirm warranty information. Purchase records reference future purchases as well
3. [bookmark: _GoBack]There are 3 methods of tendering to choose from:
· Open tender: The process begins with the publishing of Notice Inviting Tenders (NITS) in major newspapers and Trade Journals. The tenderers are expected to purchases the tender documents which contain the terms and conditions, as well as the specifications of the project. The main problem present by the open tender method is that of the ‘rogue bidder’ who quotes very low prices to win the contract only for him to attempt to renegotiate terms for an increase in payment once the buyers have committed a lot of investment to the project
· Limited tender: This type of tender is designed to solve the ‘rogue bidder’ problem. It requires having a limited number of bidders who meet certain pre-defined specifications. Precautions must be put in place so that genuine bidders are not disqualified or the criteria for qualification do not favour one particular bidder. Limited tender produces reduce lead times.
· Single tender: This type of tender is ideal for proprietary items but should be avoided to prevent unfair pricing or blackmail. It may, however, be useful when frequent repeat orders are required in order to reduce lead time during contract negotiations.
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