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1) Identify the following: i) Lead time ii) Buffer stock iii) Re-Order Quantity (5 Marks)
2) Evaluate Marco’s proposal to change to a Just-In-Time (JIT) stock management system									(7 Marks)
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Coffee-Cool
‘Fernando 3nd Maxco are pastoess who own 3 coffee bax Caffe-Cool i 3 central city ocation.

Marco s in charge of purchasing the coffee beans. He orders the coffee from 2 whalesaler located
ontside the city. Ferando prepares, and serves the coffee. Cfse-Cool makes  low level of profit
bt e market & growing 2nd the partners are considering expanding the premises info i stock.
oom. Marco, wants o operate 2 Just-i-time (TTT) system whersby the stock amives an bour before.
opening time. Fernando prefers o keep the same stock management system. Caffos-Cools stock.
control system is presented i th following graph:
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Reveme. [S4000 per month

Cost of buying nd holding sock | 700 per month rom Jaly wntl October
5400 per month onwards when I i used.

Cost of rdering stock 100 per month from July uatil October
5200 per month onswards when IIT i used.

O drawines [$1200 per person per month.

[Openin balance for aly 5300

Promotion 5200 per month

Electricty 300 per year tobe paid i aqual msalments every
amuary and July

B [$600 to be paid in Jamuary every year

Finance charge interest paid) S100 per month for tree years

Repaymentof oan. 52500 per payment o be paid in September 22
Februzry for two years

1fthe stock room is not to be used for expansion,  nearby building is vailabe fo rent and will
cost Caffiss-Cool $1000 2 month.








