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MRO Stores Standard Operating Procedures [Sample]
This document defines policies, procedures, metrics, tasks, and roles as apply to the RMS Tucson MRO Storeroom. Topics covered fall into the following broad categories:

· Governing Principles

· Note on Interim Operations

· Classification of Items

· Transactions between Stores and its Customers (tradespeople)

· Transactions between Stores and Management

· Transactions between Stores and Purchasing

· Internal Processes, Tasks, and Responsibilities

· Stores Policies

…

Transactions between Stores and its customers

There are 6 processes that Stores uses to interact with tradespeople:

· Material Issue/Requisition

· Material Pick Up

· Material Return

· Stock Add/Change/Delete Request

· Notification of Expected Parts Arrival/Kit Completion

· Notification of Parts Arrival/Kit Completion

Material Issue/Requisition

Parts Issues outside of the Free Issue area must be recorded in the perpetual inventory system (SAP).  There are four possible scenarios:

1. If the material is loaded in SAP, a SAP process such as a Goods Issue must be executed by the tradesperson or Stores employee to generate a Transfer Order, indicating to stores that a material should be transferred to a Work Order.  

2. If the material is loaded in SAP and has a vendor contract but is not stocked, the same SAP process must be followed, and the part will be ordered through an automatic PO or by the Purchasing Department.
3. If the part is stocked but not loaded in SAP, the part should be located in the Auxiliary Database maintained by the Storekeeper, issued without further paperwork, and its inventory level adjusted in the Auxiliary Database. If the quantity on hand is now lower than the min level, the difference between the max level and the quantity on hand should be ordered manually through EBP.

4. If the part is not loaded in SAP and is not stocked, it should be ordered manually through EBP. The part should be added to SAP through the zmm transaction, and a stock policy analysis should be conducted on the part; that is, some thought should be given to whether the part needs to be stocked or not and, if stocked, what the min/max levels should be.
5. Generally several parts issues will be requested together, particularly in the case of a PM kit. In the case of a SAP request, a Transfer Order (TO) will be printed with several parts on it, and the WIP in charge of  kitting TOs at the time will spend some time gathering the parts noted on the TO and placing them in a bin in the Will Call area.  The TO will be placed on the bin – the associated Work Order number can be written with a large marker on the TO for easy recognition at the time of Pick Up.  If a request for parts has come in manually because the materials are not in SAP, they can still be kitted and placed on the Will Call rack with a note for the requestor.  See the section Internal Processes, Tasks, and Responsibilities for more information on receiving, kitting, and issuing parts.
When a parts request is generated, a Notification of Expected Parts Arrival/Kit Completion (ETA) should be sent to the requestor via email, telephone, or radio. Statistics regarded internal lead time (i.e. kit compilation) and external lead time (shipping of non-stock parts) should be made available through SAP, and automatic ETA notifications should be set up.  Likely the internal lead time will be so short as to make the ETA for kits made entirely from stocked parts negligible. Internal lead time can be much higher for receiving, however, and must be added to ETAs for parts that are shipped.
Material Pick Up
Ideally, parts requests will be processed before the tradesperson needs them for a job, and individual parts, kits, or boxes shipped from outside will be waiting on the Will Call rack, labeled for the Work Order (SAP request) or the recipient (manual request).  In this case the parts are simply handed through the window and the pick-up is complete.

Many tradespeople will continue to come to the Stores window with their requests -  perhaps they don’t know the name of the part they need, or they have an emergency, or they’re not sure of the specifications but recognize the part by sight.  In this case it is certainly prudent to allow tradespeople into the Storeroom to browse for the parts they need, however they must be escorted the entire time that they are in the storeroom.  When they have found the part that they need they should be walked through the parts request process, either in SAP if the Material Master is loaded, or by written communication with the Storekeeper for later entry into the Auxiliary Database.  Perhaps they know what part they need and where it is, and simply have not taken the time to go through the SAP process, or the part is not loaded in SAP. Parts not loaded in SAP can be issued with a simple note to update the Auxiliary Database, but parts loaded in SAP need to be issued according to SAP processes. The tradesperson must be walked through this process or told to do it him or herself at their own terminal.

Material Return
When planning PM events, planners schedule kits for the parts that will need to be replaced. In some cases these kits will include parts that do not really need to be replaced – this will generate a parts return. In other cases parts will be discovered on plant site that really need to be in stores.  If the material is loaded in SAP, then it needs to be returned to stock through the appropriate SAP process, refunding its value to the Work Order in the event of an associated Work Order. If it is not in SAP, a communication to the Storekeeper needs to be sent indicating that the inventory count should be adjusted in the Auxiliary Database. In all cases the part needs to be reshelved in the appropriate spot. Returns should be made as quickly as possible to avoid unnecessary stock replenishments.  See the section Stores Policies for more information about parts returns.
Stock Add/Change/Delete Request

It is necessary to establish a procedure for adding parts and materials into stores control and to pre-approve the repurchase of these items at proper min levels and in quantities up to the authorized max level. Prior authorization to hold items in the Storeroom is required - items added to the Storeroom inventory cost money and take up space that could be used more productively. It is the responsibility of any person wishing to add an item to the Storeroom to prepare a Stores Authorization form. It is the responsibility of the Storekeeper to circulate this form for approval and to add all approved items to Storeroom control.

Stock Authorizations Form

The originator shall fill out the form in the following manner: 

1. Check whether the data entered is an addition to (Add), modification to (Change), or deletion from (Delete) the stores inventory. 

2. A description of the items to be stored must be entered. Thought should be given to providing enough information to reorder the item and to minimize inquiries from the supplier. More than one line can be used for each item, but each item should be delineated with an item number. 

3. The originator should estimate the quantity of the item used on a machine (Qty Used per Mach) and should estimate the annual usage of the item (Est. Annual Usage). This will help the Storekeeper to estimate a usable minimum quantity and the min of the item. The originator can also provide a suggested min and suggested max. 

4. The originator should provide a reason for stocking the item in the storeroom. 

5. Additional information about the items listed should be entered such as the area used and a detailed description of the equipment. 

6. Next, add purchasing information. The originator should assist in this step by attaching any supplier documentation or a previous purchase order for the item. 

7. The Storekeeper should also assign a working min/max. The Storekeeper or the purchasing department should contact the vendor of the item and determine the price break quantity, approximate lead time, and unit cost of the item. 

For items costing less than $500, the Storekeeper may make the final approval alone; parts that cost more than $500 must be approved by the appropriate Material Resource Planner, the trades supervisor, and the Storekeeper; items that cost more than $5,000 must have approval granted by the Maintenance Manager as well. An item cannot be held in stores if approval is denied by anyone on the approval routing list. Persons on the routing list can modify initial min/max levels as they deem necessary.

Stores personnel are responsible for adding the item to a SAP Material Master, purchasing up to the approved max level, and establishing a permanent location.

Approval of the stock authorization further authorizes the Storekeeper to repurchase the items, without additional approvals. These repurchases are only authorized whenever the item quantity reaches the established min. 

Notifications
Ideally, all users of the Storeroom will be notified of two things upon requesting a part or set of parts – when the parts are expected to be ready for pick up, and when they are in fact ready to be picked up. There are four ways to accomplish the communication – personally, if the recipient is in the vicinity; by telephone; by radio; by email. Of these, the latter provides the significant advantage that the notification process is easily automated.

While notification of parts arrival is a necessity, notification of ETA of parts and kits are a goal that is to be worked toward when the SAP implementation has become more complete.

Transactions between Stores and Management

Stock Authorizations are passed from tradespeople to management for approval – they should be passed back to Stores as quickly as possible so that the part(s) can be added to SAP and stocked as soon as possible.  

Management has several goals related to the storeroom, and it is Stores’ responsibility to provide essential information to facilitate these goals.  Management goals include the following:
· Optimum cost performance of Stores personnel
· Proper usage of the storeroom by the tradespeople
· Optimum min/max stock policy - all appropriate parts are available and inventory value is at a minimum
· High level of service to Stores’ customers

In order to best communicate to management that these goals are being met and that performance is improving, Stores may draw upon the following list of suggested metrics, reporting them to the managers of Facilities Maintenance on a monthly basis. The Storekeeper may refer to the attached spreadsheets to facilitate recording of the metrics. In addition to the metrics, the Storekeeper should provide a narrative statement explaining major changes and unusual transactions. This narrative will be provided for each item classification cited above. In all cases, statistics should be generated from SAP if possible, otherwise three or four direct observations will have to be made of performance, meaning either that a task will be timed and the extent to which the task was completed will be recorded, or a process will be observed and the relevant quantities counted.
1. – Personnel Performance

Metrics:
a. Overall performance – Per period: total number of withdrawals and the total number of line items withdrawn, number of purchases and line items purchased, number of receipts and line items received.

b. Receiving - Average internal lead time, defined as the amount of time between the date that a part is dropped off at Stores by a shipping service (recorded in the ZRF_GRBYPO transaction together with the Bill of Lading) and the moment that it is picked up by the appropriate tradesperson or put away in its storage bin. These statistics should be drawn from SAP if possible, otherwise three or four observations should be made during the course of the month, manually tracking the progress of a line item.  Currently much of the receiving is done from orders made outside of SAP, so the latter, manual process may be useful.
c. Pick time – time between a Transfer Order being issued for an item in the controlled inventory and the time that it is confirmed and ready to be issued to a Work Order; should be available through SAP.

d. Controlled Inventory Cycle Count Rate – A metric for the number of items counted per hour should be generated by one of three means.  If there is a set schedule for cycle counting, i.e. the Storekeeper knows exactly how many WIP hours are dedicated to cycle counting, and it is fairly easy to determine how many cycle counts were performed in a quarter, then these numbers should be combined to give average number of items counted per hour. Alternatively, three or four observations may be made each quarter of the amount of time dedicated in any given session to cycle counting and the number of items counted to yield an approximate counts per hour figure.  The last possibility is that SAP tracks that amount of time that the WIP spends cycle counting using the handheld scanners, in which case this metric should be automatically generated.
e. Controlled Inventory Cycle Count Accuracy – quarterly audits should be performed by the Storekeeper to determine the accuracy rate of each of the WIPS; this metric is expressed as percentage given by the number of parts correctly counted ÷ total number of parts counted.  The audits should be performed immediately after the WIP has finished the cycle count.

f. Kanban Free Issue Cycle Count Rate – The number of items counted per hour of count time. This metric should be approximately 10X higher than the Controlled Inventory Cycle Count figure, as the process is by means of a quick visual inspection.  Once SAP Kanban functionality is enabled, this metric should increase somewhat, as parts that need to be ordered will simply be scanned, rather than being manually written down.

g. Kanban Free Issue Cycle Count Accuracy – quarterly audits of Free Issue cycle count accuracy, given by the percentage of parts that were reordered ÷  total number of parts that should have been reordered. The audits should be performed immediately after the WIP has finished the cycle count. 

h. Parts receipt rate – number of lines received per day – get from SAP and eCrib
What to Look For:

Look for minimal, decreasing values in the performance time metrics. For the audits, look for maximal, increasing accuracy.
2. –Stock Efficiency
a. Number of parts in stock; total value of stock; number distribution of stock parts in ABC categories; cost distribution of stock parts in ABC categories (A = Cost < $100, B = Cost < $1,000, C = Cost > $1,000) ; total number of items issued; total cost of parts issued from stock; total number of items received; total cost of parts received into stock
b. Number of parts added to stock list
c. Number of parts removed from stock list
d. Ratio of total number of parts that have been issued in the past period to the total number of parts

e. Average turnover rate, where the turnover rate is defined for each item as the amount of time it would take to issue the entire inventory, given the usage rate.  The average turnover rate can be calculated according to the following:
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f. All of the above metrics broken down into the following parts categories: Capital Spare; Spare Parts; Generic Spares; Supplies and Free Issue; Miscellaneous
g. The actual inventory count and usage for each category. Explanations should be provided for all significant adjustments. Both count and dollar amounts must be presented for the following items:

· Beginning balance

· Issues

· Receipts

· Adjustments due to actual count

· Adjustments due to unit price change

· Ending balance

h. Number of stock outs, ratio of stock outs to items issued. A stock out is a part that has been requested from stock but was not available
i. Statement of non-stock items purchased

j. Number of empty kanban bins at any given moment – when doing kanban counts, make a note of any bins that are empty.  The kanban reorder points should be set up so that 80% of reorders do not result in stock-outs – if 10% of the kanban stock is on reorder at any given moment, then 8% (80% of 10%) of the total inventory will be on reorder and not stocked out, while the remaining 2% (around 60 bins) of the total inventory may be on reorder and stocked out.
What to Look For

Turnover rate should be as short as possible to minimize costs; however, this should not come at the cost of parts availability. Typical turnover targets are around 12 months, although in reality it is difficult to achieve this goal – a 24 month turnover would be acceptable. A stock out ratio of less than 0.5% is a good target.  Total value in all categories should be minimized, although in the initial growth period of the Storeroom these numbers will likely go up.  
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