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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:

1) Answer the following questions:
i) Outline the various elements of purchasing with the help of suitable case examples. 
The purchasing cycle demonstrates and indicates the key elements of       purchasing. Under purchasing cycle, documentation plays an important and vital role. Furthermore without complete and correct documentation the purchasing function will not be able to function at its optimum level. 

Below is a list of fundamental stages: 
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
The right product is critical for the company. Some industries have standards to help determine specifications. Part numbers help identify these for some businesses. Other industries have no point of reference. The company may have ordered the product in the past. If not, then 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. The company might have an approved vendor list. If not, the business will need to search for a supplier using purchase orders or research a variety of other sources such as magazines, the Internet or sales representatives. The company will qualify the suppliers to determine the best product 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 commodities (readily available products) or specialised materials. Usually the business will look into three suppliers before it makes a final decision.
Purchase Order
The 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. Sometimes the specific delivery method is specified in the purchasing documents. The recipient then acknowledges receipt of the purchase order. Both parties keep a copy on file.
Expediting
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
Once the sending company delivers the product, the recipient accepts or rejects the items. Acceptance of the items obligates the company to pay for them.
Invoice Approval and Payment
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.


ii) What are the main objectives of purchasing? 

Purchasing is the first phase of Materials Management. Purchasing means procurement of goods and services from some externa agencies.
The object of purchasing is to arrange the supply of materials, spare parts and services or semi-finished goods, required by the organisation to produce the desired product, from a source outside of the organisation. The purchased items should be of specified quality, in desired Quantity, available at the prescribed time, at a competitive price.
      Five key fundamentals for purchasing are:
· Maintaining
· Minimising
· Preventing duplication
· Maintaining quality standards
· Ensuring value for money
· Maintain organisational competitiveness by purchasing at reduced rates
     A 1% saving in material costs is the equivalent to a 10% increase in turnover. 

iii) What are the various prerequisites for becoming a good purchase manager?
      Purchasing managers are responsible for buying the best quality equipment, 
      goods and services at the most competitive prices to enable a company or 
      organisation to operate. Through effective negotiation, networking and dealing 
     with numbers, purchasing managers can help a business or organisation save 
     money and increase profits. They may also deal with other factors such as
     sustainability, risk management and ethical issues. 
    The purchasing manager is the custodian of the firm’s purse as they will spend
    more than 50% of the company’s earnings on purchases.

iv) What are the objectives and functions of stores?

     Stores on construction sites are fundamentally a place to store the bought 
     materials ready for use at a later date. Having a storage areas will prevent and 
     reduce the undue interruption to the work flow process. 
     Some key objectives are:
· To ensure uninterrupted supply of materials and stores without delay to various production and service departments of the organisation.
· To prevent over-stocking and under-stocking of materials.
· To check in all materials as to quality and quantity.
· To minimize storage cost.
· To ensure proper and continuous control over materials.
· To ensure most effective utilization of available storage space and workersengaged in the process of store-keeping.
· To protect materials from loss and wastage due to defective storage.
· To identify and locate materials in the store-rooms without delay.
· To protect and safeguard material items against pilferage, theft and fire etc.
· To develop such a system so that fullest information about store items is available in the stores at every time.
Some Key Functions are:
· Issuing purchase requisitions as and when material is required
· Receiving purchased stores from the Receiving Department and verifying that every lot of stores is supported by an indent, a purchase order and an inspection note.
· Preparing ‘Goods Received Note’ in accordance with the different stores lots received.
· Ensuring that all the Goods Received Notes are regularly posted to the Bin Card.
· Placing and arranging stores received at proper and appropriate places and adhering to the golden principle of store keeping i.e., ‘A place for everything in its place. ‘
· Minimising the storage, handling and maintaining costs by preserving and handling the materials in the most economical and efficient manner.
· Issuing stores to various departments of the business and ensuring that all issues are properly authenticated and accounted for.
· Ensuring the adherence to the proper issuing procedure and system followed in the organisation.
· Taking a periodical review of inventory by initiating various inventory control systems viz., perpetual inventory control system and ABC system of inventory control.
· Disclosing fullest and up-to-date information about the availability of stores whenever required, by maintaining proper stores records with the help of Bin Cards and Stores Ledger.
· Ensuring proper safety of materials against theft, pilferage and fire, etc.
· Supervising and coordinating the duties of different types of staff working under the headship of the store-keeper.
· Preventing entry of unauthorised persons in the stores.
· Maintaining proper stock-levels fixed in respect of every item of stores and replenishing them as and when necessary.

v) Describe the general criteria adopted for the layout of stores.

Site storage involves the provision of adequate space, protection and control for materials, components and equipment that are to be kept on a construction site during the building process.

There are several factors to be considered when deciding on the amount and nature of storage required.
· Physical properties: The size, shape, weight and mode of delivery.
· Organisation: The planning process to ensure unloading is available and storage space has been allocated.
· Control: Processes for checking the quality and quantity of materials on delivery, and monitoring stock holdings.
· Protection: The necessary protection for durable and non-durable materials and components from damage.
· Security: Guarding against theft and vandalism.
· Costs: Costs associated with handling, transporting and stacking requirements, the workforce required, heating and/or lighting that may be required, facilities to be provided for subcontractors, and so on.
· Processing: What needs to be done to materials before they can be used. Is there packaging that needs to be removed or returned?
· Programme: When are items required, what is the risk to the project of them not being available, how long in advance are they ordered and how long they will be on site.
· Ownership: Who is legally responsible for items, who will be using them and who owns them? 

Once you have established what materials you need for your project, you will need to work out how those materials will be received and stored on your site as part of your construction material logistics plan.
Areas for storage should be chosen during the initial design stages of a project and you should ensure that they are clearly defined at the start of the project. This will prevent the areas from becoming overfilled and ensure that they remain suitable for the materials - eg a dry area for plasterboard. You should also provide good site security - such as perimeter fencing - and security staff to minimise the risk of losing materials to theft or vandalism.
Once you know the type and quantities of the materials you are going to use on your project, and when they will be required during the project, you can devise a receipt and storage process. This will allow you to plan for what plant and equipment you will need for unloading and handling those materials.
In order to ensure you make the most of your materials, you should store similar items together. You should also have a dedicated resource team available to unload and distribute materials to their point of use, as this will help prevent double handling and decrease the costs of hiring specialist staff. Once materials have been delivered to the point of use, the contractors should confirm that they have received the materials, either manually or through an electronic system - such as tagging.

vi) Differentiate between stock valuation and verification.

Meaning of Verification of Assets: 
Verification means the proof of existence or confirmation of assets and liabilities on the date of Balance Sheet. Verification usually indicates verification of assets of any organisation, which can be done by the examination of value, ownership, existence and possession of any assets. 
So, verification is a process which includes: 
· Valuation of assets at its proper value
· Ownership and title of the assets
· Confirmation about the existence of the assets
· Satisfaction about the condition that they are free from any charge or mortgage. 
Meaning of Valuation of Assets: 
Valuation of assets means the examination of the accuracy and propriety of the valuation of those assets, which are shown in the Balance Sheet of any concern at the end of the financial year. 
So, valuation is an operation which includes: 
· Obtaining all the necessary information regarding valuation 
· Analysing all the figures available
· Confirming the fact that the valuation i8s being determined on the basis of generally accepted conventions and accounting principles
· Ensuring the consistency of the methods followed for the valuation from year to year
· Obtaining an opinion regarding the accuracy of valuation 

Difference between Verification and Valuation: 

Valuation of assets is a part and parcel of verification. Without proper valuation of assets, verification is not possible. Verification includes, apart from valuation, the examination of ownership right, the existence of the asset in the business and its freeness from any sort of charge or mortgage.

2) Discuss the different stages of a "material procurement cycle".
     What are the general rules of equipment replacement?

Within the “Procurement Cycle” there are several key stages of procurement, Below is a list of these stages and a brief description for each stage:

· Identification
Identify that there is a need to update the inventory or stock. You may also need a business service or ad hoc product.
· Specify
Decide how much and when you want the products or services delivered.
· Requisition or Order
This is when you write the purchase order or requisition order.
· Financial Authority
Before the order can be placed, it usually requires some kind of authority for its purchase. With some purchase orders, this is reasonably automatic. With a large order that will be put out to tender it could be multi staged.
· Research Suppliers
Repetitive orders usually have set suppliers, although it does no harm to review the options sometimes. Other orders will either need to go out to tender or there will be a choice of suppliers.
· Choose Supplier
The supplier is now chosen.
· Establish Price and Terms
In a large company, many suppliers will be contracted with a Master Agreement where prices and terms are set for a defined period. For other orders, now is the time to negotiate terms and prices.
· Place Order
At this stage in the purchasing cycle, the order is placed and this becomes a contract between the business and the supplier.
· Order Received and Inspected
The goods are delivered, checked in the warehouse and entered into the inventory. Shortages and breakages are reported to the supplier for the appropriate credits to be supplied.
· Approval And Payment
Usually within 30 days, the invoices are received and paid.
· Update Of Records
The purchasing ledger and stock records are updated. This is automatically done by many purchasing computer systems.

Equipment is generally considered for replacement for the following reasons:
· Deterioration – the decline in performance from wear and tear or misalignment indicated by increase in maintenance costs, reduction in product quality, increase in resource costs or loss of operating time due to breakdowns
· Obsolescence – the equipment gets obsolete due to advancement in technologies and the unwarranted manufacturing costs arising from such obsolete equipment. 
· Inadequacy – when the existing equipment becomes inadequate to meet the demand or it is not able to increase production rate to desired levels. 
· Working conditions – Replace old equipment and machinery which create unpleasantness. (Unsafe conditions for workers due to noise, smoke or increased risks of accidents).
· Economy – existing units have outlived their effective life and it is not economical to continue with them.
· Technical Factors – technology developments, reduced safety compared to newer machines, how often it requires maintenance and support
· Financial Factors – High repair and maintenance costs, Initial costs, salvage value, space saving of smaller newer equipment.

3) Explain the various tendering systems used for ordering materials?

There are typically three types of tender systems for procuring materials. These are Open Tenders, Limited Tenders and Singe Tenders.
Open Tenders:
Open tendering allows anyone a tender to supply the goods that are required. Generally, an advert will be placed giving notice that the contract is being tendered, offering an equal opportunity to any organisation to submit a tender.
On larger projects, there may then be a pre-qualification process that produces a short-list of suitable suppliers from the respondents expressing interest in the contract. This short list will then be invited to prepare tenders.
 Open tendering has been criticised for being a slow and costly process, attracting tenders or expressions of interest from large numbers of suppliers, some of whom may be entirely unsuitable for the contract and as a result it can waste a great deal of time, effort and money. However, open tendering offers the greatest competition and has the advantage of allowing new or emerging suppliers to try to secure work and so can facilitate greater innovation. The number of firms tendering can be reduced (ideally to a maximum of 6) by a pre-qualification process, and if this uses a standard pre-qualification questionnaire, then the time wasted by unsuccessful applicants can be minimised. 

Limited Tenders:

This mode of selecting vendor/s refers to inviting tenders from only a limited numbers of bidders. Since tendering is limited to only a few bidders it is presumed that the bidders are well known to the purchaser for their capability etc. Tenders are issued in such a way that sufficient competitive quotations are received from the bidders.

Thus Limited tenders is resorted to only when reliable bidders ( manufacturers/ suppliers/ traders/ contractors ) are known. For this purpose, the Purchasers maintains a list of 'approved' or registered vendors.

Single Tenders:

It refers to issuing Tender enquiry to only one firm i.e. to single firm. It happens usually when :
The item concerned is manufactured by only one firm. It is then called a Proprietary (Original Equipment Manufacturers - OEM) Enquiry. Such Proprietary items are purchased from their manufacturers only. Sometimes , due to an arrangement with the dealers , a firm may not like to respond directly to an enquiry. In such situations tenders can be issued to many dealers of that firm for having competition for getting better pricing.
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