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Procurement To Pay (P2P) - Overview

» Procurement is a process of purchasing the material and/or services.

P It is executed through an agreement between a purchasing organization and the sourcing
vendor.

» The terms of supply e.g. date of delivery, payment terms are agreed as per agreement.
» ERP Material management (MM) module maps all procurement business processes.

» ERP’s Document Principle creates several document in Material Management and Financial
Accounting module during, E2E steps in Procurement Cycle.
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Procure To Pay (P2P) - Business Process Cycle

Invoice verification

Goods received

7 " Quotation

: Request for quotation



Procure To Pay (P2P) - Business Process Cycle

1 Purchase Requisition

Request for Quotation

Quotation

Outline Agreement

Purchase Order

Goods Receipt ERP lntegrated solution

7 Invoice Verification Material Management (MM)
+

Financial Accounting (FI)




Purchase Requisition (PR) - Overview

Purchase Requisition * >

Request for Quotation

Outline Agreement
5 Purchase Order
Goods Receipt

Invoice Venflcatlon

Purchase Requisition (PR) is an internal request to the Purchasing Department
to procure a certain quantity of the desired material or service on a certain
date.

It can be created automatically as a result of Material Requirements Planning.

It can also be created manually by the individual department or user within an
organization that requires material or service.

On identification of the appropriate vendor, it is processed and becomes either
a Purchase Order or a Request for Quotation.



Purchase Requisition (PR) - Initiation

An employee recognizes a need for a purchase; completes a purchase requisition
and sends it to purchasing department.

Purchase Requisition
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Request for Quotation “
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Quotation

The marketing department
needs 10 Pcs, of Laptops

Outline Agreement
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Purchase Requisition (PR) - Framework

Purchase Requisition *
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Purchase Requisition (PR) - Approach

Purchase Requisition *

MRP (Automatically) Purchase Requisition Manual Creation
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Request for Quotations (RFQ) - Overview

Purchase Requisition

Request for Quotation

4 Outline Agreement

Purchase Order

Goods Receipt
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Request for Quotation (RFQ) is an invitation to a vendor to submit a quotation
listing the terms required for purchase of materials or services.

It can be created directly or with reference to a Purchase Requisition, another
RFQ or an Outline Agreement.

It can be sent to one or more vendors and linked together.

It can be monitored and reminders can be sent to vendors, who do not submit
their quote on a timely basis.



Request for Quotations (RFQ) - Initiation

1 Purchase Requisition

Request for Quotation

Quotation

Outline Agreement

Purchase Order

Goods Receipt

7 Invoice Verification

Purchasing department invites quotations from sourcing vendors listing terms and
conditions for supply of goods and/or services
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Quotations - Overview

1 Purchase Requisition

Request for Quotation

Quotation

Outline Agreement

Purchase Order

Goods Receipt

7 Invoice Verification

A Quotation is a Vendor’s declaration of willingness to supply materials or
provide services.

It contains price information and conditions of purchase and is submitted in
response to an RFQ.

When Quotations are received from the vendors, the pricing and delivery data is
entered in the RFQ.

Quotation data can be compared using a Price Comparison List. The list displays
the most reasonable vendor for an individual item and for all of the items.

The system can be configured to automatically print a rejection letter for the
vendors that are not selected.



Quotations - Approach

Purchase Requisition

Request for Quotation

Quotation

Outline Agreement

Purchase Order

Goods Receipt
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Sourcing Vendor submits the quotation declaring the willingness to supply of goods

andj/or services

| Vendor : X

| Vendor : Y

l Vendor : Z

Quotation for RFQ: 1 Quotation for RFQ: 2 Quotation for RFQ: 3
Item : Laptop Item : Laptop Item : Laptop
Gross Price :$1000/pc Gross Price : $1250/pc Gross Price : $1350/pc
Discount : $100 Discount : 8125 Discount : $150

Vendor X
Vendor Y
Vendor Z

Comparison

M

Purchase Order
Mat Qty Price
Laptop 10 $900/pc

$ 900/pc
$ 1125/pc
$ 1200/pc

Rejection Letter




Outline Agreement - Overview

An outline agreement is a binding declaration of a buying party’s intention to
purchase material or services with agreed upon terms and conditions

Purchase Requisition

Request for Quotation
Scheduling
Contract $ Contract $ Agreement
Quotation — —
Outline Agreement * o Total: . otal
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Purchase Order

Goods Receipt

Delivery
Schedule
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Outline Agreement (Contract) - Overview

A Contract is a long term agreement with a vendor to supply materials or provide
services for a certain period of time.

Purchase Requisition

Request for Quotation Requisition Request for Reference
Quotation Contract
Quotation
Outline Agreement * Create
Contract $
Purchase Order
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Goods Receipt y.
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Outline Agreement (Scheduling Agreement) - Overview
A scheduling agreement is a long term agreement with a vendor to supply
materials or provide services on defined dates.

1 Purchase Requisition

. Reference

Request for Quotation
q forQ Requisition Rej:;cceznce Scheduling
agreement

Quotation / \

Outline Agreement

Purchase Order
History

Delivery
Vendor Schedule
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Purchase Order - Overview

A Purchase Order is a legal contract between a buyer and a vendor for supply of
materials and/or services on specified terms and conditions.

1 Purchase Requisition

Request for Quotation

Quotation

Goods Receipt
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Purchase Order - Approach

Purchase Requisition
Reference e Purchase Another
RFQ requisition PO
Request for Quotation
Quotation
Create
PO s

Outline Agreement

Purchase Order

Goods Receipt

Purchase Order
Mat Qty Price
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Laptop 10 $900/pc




Goods Receipts - Overview

Sourcing Vendor ships materials or render services . Material is received at the
warehouse .

Purchase Requisition

Request for Quotation

Quotation

Vendor

Buyer

7 Invoice Verification Material document

Accounting document
Physical stock tracking
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Goods Receipts - Approach

1 Purchase Requisition

Request for Quotation

Quotation

Outline Agreement

Purchase Order

Goods Receipt *
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Invoice Verification - Overview

Invoice verifications is a process of processing vendor invoice for its settlement as
per terms and conditions.

Purchase Requisition

Request for Quotation PO Good receipt Invoice
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Quotation
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Outline Agreement

Invoice
verification
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Invoice Verification - Approach

1 Purchase Requisition GR/IR clearing account Vendor account

Request for Quotation
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Quotation

Outline Agreement

Purchase Order

Goods Receipt
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Payment - Overview

Purchase Requisition

Request for Quotation

Quotation

Outline Agreement

Purchase Order

Goods Receipt

Vendor A

Invoice

Manual
Payment

BOB JONES

PAY TO THE ORDER OF
nnnnnn

FIRST NATIONAL BANK

1200 2100 BEEII PPOm ARYHOPENI" 2121

7 Invoice Verification

Check

Payment is a business process for settlement of dues of the vendors.

Payment
Program

N

Bank Transfer



Payment - Approach

Purchase Requisition PAYMENT

(Manual or via Payment Program)

Request for Quotation
Quotation
Payment Payment Clear open
Form document items
Outline Agreement
Vendor Bank

Purchase Order
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Procure To Pay (P2P) - Documents

"’Fa L Goods —— i Invoice

Purchasing Receipt Verification




Procure To Pay (P2P) - Documents

» Purchase requisitions (PRs)
» Request for quotation (RFQs)
» Purchase Orders (POs)

» Goods Receipts Note (GRs)

» Invoice (IRs)

» Payment advice
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Procure To Pay (P2P) - Summary

Procure to Pay (P2P)

.

Vendor Master Create Vendor
Records Invoices Manually

Display Vendor Display / Change Credit Memo
Account Balances Vendor Line Items

Process FI Accounts Payable Process Outgoing
Down Payment Payment
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