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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. 
	Please insert your completed assignment ( in word format)  here:

Purchase and Storage Management
1. Answer the Following Questions: (18)
i. Outline the various elements of purchasing with the help of suitable case examples.
ii. What are the main objectives of purchasing?
iii. What are the various prerequisites for becoming a good purchase manager?
iv. What are the objectives and functions of stores?
v. Describe the general criteria adopted for the layout of stores.
vi. Differentiate between stock valuation and verification.
2. Discuss the different stages of "material procurement cycle". (6)
3. Explain the various tendering system used for ordering the material (6)
1 . i . RIGHT SOURCE - The source should be reliable and have the capacity to deliver uniform and right quality
[bookmark: _GoBack]materials . Experience shows that the cost of transporting certain materials such as aggregates is usually higher 
than the cost of materials . 
RIGHT PRICE - 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 - Specification benchmark obtained from indents can be used to measure the quality of items . 
Intents come with drawing which are also useful in determining quality levels . 
RIGHT TIME - The purchasing manager is responsible for reducing lead time for purchasing items . This is usually 
facilitated by 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 (i . e . the lead time) . 
RIGHT QUANTITY - 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 . In making the purchase , the buyer should 
consider discounts , the price structure , the relationship with supplies , and the quality of items . 
RIGHT PLACE - This refers to the correct place to receive delivery . Terms and conditions of purchasing should
clearly stat the delivery address and the mode of delivery with other extra specified . 
ii . The main objectives of purchasing is to ensure the availability of all ingredients for a project from start to finish
without interruption . Purchasing high quality items at a low price ensures that the final product will be of a high 
quality and cost less . 
iii . Due to the demanding nature and high value placed on proper management of information , there is the need 
to make use of specialized software on computerized systems to store updated document and reduce cost of
processing these documents .
iv . - 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 trough 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 option available to choose from include centralized , decentralized or a mixture of the two depending on a 
range of factors . Centralized stores are used when there are several projects occurring in different places .
Decentralized stores are normally sited close to the project site . there may also be more than one decentralized
store specializing in providing different types of components (e.g. , items having electrical or mechanical aspects) . 
vi . There is a distinct difference between the two terms "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 . 
2 . Stages in the Procurement Process :
a) Need Recognition - This is a seemingly obvious step , but one that need to be mentioned . A business owner 
(or procurement department) must recognize a product is needed in order to purchase it . 
b) . Specific Need - Be sure you are up-to-date on those requirements and order accordingly . 
c) Source/Examine Supplier Option - Once a supplier is chosen , companies should stick with that relationship 
and try to establish preferred pricing . 
d) Price and Terms - Once a supplier is chosen , companies should stick with that relationship and try to establish
preferred pricing and specific terms(i.e. delivery) .
e) Purchase order - The purchase order outlines the price , specification and terms and conditions of the product
or service and any other additional obligations . 
f) Delivery - the transfer of the purchase order . 
g) Expediting - This stage addresses the timeliness of the service or materials delivered . The purchase order will 
expected delivery date information . 
h) Receipt and Inspection - Once delivered , the receiving company inspect and subsequently , accepts or rejects
the product . 
i) Invoice Approval and Payment - three documents must match when the seller wants payment : the invoice , the 
receiving document(attached to the product) and the original purchase order . 
j) Record Keeping - The receiving (buying) company must keep good records . this means saving all relevant 
documents for every completed purchase . 
3 . There are 3 methods of tendering to choose from :
- Open Tender : Tenders are expected to provide quotes and meet all contractual obligations or a certain
minimum technical specification with regards to the terms and conditions as well as the specification of the 
project . 
- Limited Tender : This type of tender is designed to solve the "rogue bidder" problem . It requires a limited number 
of bidders who meet certain pre-defined specifications . Limited tender produces reduce lead times . 
- Simple 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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