


* Evaluate different methods of pricing material issues, material received and material return.

* Understand the meaning and accounting treatment for normal and abnormal loss of material.

* Understand the meaning and the accounting treatment of waste, scrap, spoilage and defectives.




From where to purchase?

What to purchase !

When to purchase ?

How much to purchase ?

At what price to purchase!?
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* Checking and passing of bills for payment.







For selecting material suppliers the factors which the purchase department
keeps in its mind are—




It is a written request to the supplier to supply certain specified
materials at specified rates and within a specified period.










The invoice received from the supplier is sent to the stores accounting

section to check authenticity and mathematical accuracy.

"l

'/
The quantity and price are also checked with reference to goods received
note and the purchase order respectively.

p-
The stores accounting section after checking its accuracy finally certifies
and passes the invoice for payment. In this way the payment is made to

| supplier.
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* Bin Cards
e Stock Control Cards

* Stores Ledger
















Use of control ratios.








































Average level




/
It is to determine the correct or most optimal

stock level so as to avoid overstocking or
understocking of materials

These levels are known as the Maximum, Minimum
and Re-order levels




The level of stock of material at which a new order for the material
should be placed
&

>
The formula;




MaXimum E

SERRRRRRESS The maximum stock level is highest level of stock planned

to be held
RS Any amount above the maximum level will be considered as
. excessive stock

The formula:

e Maximum level

1A = re-order level + Re-order quantity (EOQ) —Minimum
RS anticipated usage in Minimum lead




The minimum level is that level of stock that provides a safety buffer in the event of
increased demand or reduced receipt of stock caused by the lengthening of lead time













|00 units
Week -

70 units per
week

140 units
Week > N

goods)

Ordering cost per order

Annual cost of carrying a unit in stock




Calculate:

e Economic Order Quantity (EOQ)
e Reorder level

e Minimum level

e Maximum level
















ﬁ%ordering quantity: is to:be: calculated :on:the basis of: following
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A low turnover ratio indicates over-investment and locking up of the
working capital in inventories.
A\

Inventory turnover ratio may be calculated by using the following
formulae:-

ial consumed //Average Stock













In case the containers are returnable, their resale value should also be
taken in the invoice price of material to correctly ascertain the cost of
material purchased.
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Average Price Methods

Simple
average
Price

Periodic

 Simple
Average Price

* Weighted
Average Price

Moving

 Simple

Average Price
* Weighted
Average Price




Replacement
price method.







Perpetual
(Stores Ledger)

Periodic
(Continous
Stocktaking)




Spoilage
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