Manufacturing and Services Operations
TOPIC 4 – Inventory Management 
A logistics company intends to update the value of the procurement cost and the cost of ownership rate based on the most recent data calculated by its inventory management system. These estimated data are summarized in the following table:
	Average inventory value in the last year, based on inventories carried out
	2 000 000 €

	Total number of purchase orders placed over the last year
	 15 000

	Expenses related to salaries and other benefits paid to Purchasing Department personnel in the last year
	170 000 €

	Tax-related costs for Purchasing Department staff
	15 000 €

	Expenses related to salaries and other benefits paid to warehouse personnel
	155 000 €

	Costs, in terms of taxes, related to warehouse personnel
	21 000 €

	Expenses related to salaries and other benefits paid to personnel assigned to invoice processing and payment
	125 000 €

	Costs, in terms of taxes, for personnel assigned to processing and paying invoices
	18 000 €

	Monthly amount paid for warehouse rent
	10 500 €

	Monthly cost of cleaning and maintaining the warehouse
	500 €

	Monthly cost of surveillance and other warehouse security systems
	300 €

	Percentage of time that Purchasing Department staff spend on activities related to preparing, sending, and tracking purchase orders, as well as negotiating with suppliers.
	50%

	Amount of time warehouse staff spend on receiving, checking, moving, and storing ordered items
	40%

	Percentage of time that staff assigned to processing and paying invoices actually spend on these activities
	70%

	Insurance expenses related to warehousing activities
	25 000 €

	Losses resulting from damage to stored items that caused their deterioration or depreciation in price
	40 000 €

	Expected rate of return if the monetary value invested in stock were allocated to another investment considered low risk
	3,00%


a) Estimate the value of the ordering cost. 

b) Determine the annual holding cost rate, considering that storage conditions are identical for all inventoried items.
