[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet




	Student Name:
	Mr Junior K Cole

	Student Number:
	2698

	Course:
	Diploma in Construction Management

	Assignment NO:
	9



Marking Criteria:
We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
Unit 9 – Purchase and Storage Management

1. 
(i) [bookmark: _GoBack]There are various elements of purchasing. The purchasing function must be carried out using the prescribed procedures such that items are of the highest quality, sourced from the right source at the right price, obtained at the right time in the right quantity using the right mode of transport and delivered to the right place. When mentioning ‘Right Source’ firstly, value analysis techniques should be used to locate the right materials and the cost of transporting the items should also be considered in arriving at the right source. The source should be reliable and have the capacity to deliver uniform and high quality materials. ‘Right Price’ generally speaking, it is advisable used guidelines to determine the right price of the items using the cost structure of the item. Usually, the tender system can be used with emphasis on the lowest reliable bidder, to select from an array of competing bidders. ‘Right Quality’ relates to specification benchmark obtained from indents can be used to measure the quality of items. Indents come with drawings which are also useful in determining quality levels. ‘Right Time’ relates to the purchasing manager is responsible for reducing lead time for purchasing items. This implies making a rush purchase or buying more than what is needed but this must be considered carefully and only in emergency situations. ‘Right Quantity’ refers to guidelines provided by techniques such as economic order quantity, fixed period or fixed quantity option could be used to procure the right quantity of items. Finally, ‘Right Place’ this refers to the correct place to receive delivery. Terms and conditions of purchasing should clearly state the delivery address and the mode of delivery with other extra specified. Conditions such as FOB (Free on Board), CIF (Cost, Insurance and Freight) and FOR (Free on Rail) are usually offered by the suppliers as part of the terms and conditions of service.



(ii) The main objective of purchasing is to ensure the availability of all ingredients for the project from start to finish without interruptions. You can improve business performance by aligning the objectives of purchasing management with your business strategies. At the strategic level, purchasing decisions affect profitability and business growth. For a strategy to be effective, purchasing management objectives have to support its goals. By making sure your purchasing decisions are in line with strategic objectives, you can use purchasing management to help build your business. The fundamental objectives of purchasing are: Maintenance, Minimization, Preventing duplication, Maintaining proper quality standards, Obtaining valued for money in terms of obtaining lowest price items at the highest quality and functionality and Helping to maintain organisation’s competitiveness by purchasing materials at reduced prices.

(iii) The various prerequisites for becoming a good purchasing manager are to evaluate suppliers based on price, quality, and delivery speed. Interview vendors and visit suppliers' plants and distribution centres to examine and learn about products, services, and prices. Attend meetings, trade shows, and conferences to learn about new industry trends and make contacts with suppliers. Analyse price proposals, financial reports, and other information to determine reasonable prices. Negotiate contracts on behalf of their organization. Work out policies with suppliers, such as when products will be delivered. Meet with staff and vendors to discuss defective or unacceptable goods or services and determine corrective action. Evaluate and monitor contracts to be sure that vendors and supplies comply with the terms and conditions of the contract and to determine need for changes. Maintain and review records of items bought, costs, deliveries, product performance, and inventories.


(iv) The general definition of as store is simply where materials are kept to be used later during the course of construction. A store can be defined as a place for 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 and assisting in verification and provide supporting information for effective purchase action.


(v) The general criteria adopted for the layout of stores to choose from include centralised, decentralised or a mixture of the two depending on a range of factors. Centralised stores are used when there are several projects occurring in different places. Decentralised stores are normally sited close to the project site. Sometimes a mixed concept of centralised and decentralised type may be employed depending on the nature of the project and site location. Factors that determine the choice of centralised and decentralised stores are as follows, Fast-moving items, Cost of item, Special storage facilities, Commonality of requirement of item, Transport cost, Cost aspects and Life of the item.

(vi) There is a distinct difference between the two terms stock valuation and verification. Valuation is the monetary equivalent of the stock or material in hand whereas verification is the determination or quantification of the material in stock and checking its deviation from the figures shown in the books. Valuation becomes necessary to assess the assets of the company for sale, determining insurance cover to be taken, during acquisition and mergers, get an idea about the difference between book and actual depreciation. Since the procurement price or sale price of a material does not remain constant, it is necessary to valuate the stocks regularly or during specific occasions. 


2. The typical procurement cycle for a service or material consists of the following phases:

Determination of Requirements - Materials requirements are identified either in the user departments or via materials planning and control. (This can cover both MRP proper and the demand-based approach to inventory control. The regular checking of stock levels of materials defined by master records, use of the order-point method, and forecasting on the basis of past usage are important aspects of the latter.) You can enter purchase requisitions yourself, or they can be generated automatically by the materials planning and control system.

Source Determination - The Purchasing component helps you identify potential sources of supply based on past orders and existing longer-term purchase agreements. This speeds the process of creating requests for quotation (RFQs), which can be sent to vendors electronically via SAP EDI, if desired.

Vendor Selection and Comparison of Quotations - The system is capable of simulating pricing scenarios, allowing you to compare a number of different quotations. Rejection letters can be sent automatically.

Purchase Order Processing - The Purchasing system adopts information from the requisition and the quotation to help you create a purchase order. As with purchase requisitions, you can generate Purchase Orders yourself or have the system generate them automatically. Vendor scheduling agreements and contracts (in the SAP System, types of longer-term purchase agreement) are also supported.

Purchase Order Follow-Up - The system checks the reminder periods you have specified and (if necessary) automatically prints reminders or expediters at the predefined intervals. It also provides you with an up-to-date status of all purchase requisitions, quotations, and purchase orders.

Goods Receiving and Inventory Management - Goods receiving personnel can confirm the receipt of goods simply by entering the PO number. By specifying permissible tolerances, buyers can limit over- and under deliveries of ordered goods.

Invoice Verification - The system supports the checking and matching of invoices. The accounts payable clerk is notified of quantity and price variances because the system has access to PO and goods receipt data. This speeds the process of auditing and clearing invoices for payment.

3. There are various tendering systems used for ordering the materials. The tender system is prevalent in the private sector. The objective of this tender system is mainly to encourage fair and competitive pricing and to discourage favouritism or nepotism in procuring items.  three methods of tendering to choose from, they are ‘Open Tender’, ‘Limited Tender’ and ‘Single Tender’. 

Open tender is when the tenderers are expected to purchases the tender documents which contain the terms and conditions, as well as the specifications of the project. There is also an option to submit a technical or commercial bid during the process.

Limited 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 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.





	



Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Junior Cole

	Date
	05/12/2016


For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	



image1.png
ﬁ
o R




