AMPLIFA PROCUREMENT GLOSSARY

Procurement logistics: demand-based supply
along the entire value chain

Procurement logistics encompasses the planning, control and monitoring of the movement of
goods from the supplier to the goods receipt of the purchasing company. It connects procurement
management with transport, warehousing, customs clearance and information flows. In industry, its
quality is a decisive factor in supply capability, inventory costs and the stability of the entire supply
chain.

Key facts

* Procurement logistics covers the route from the supplier's plant to goods receipt or the production
warehouse.

» Typical tasks include transport scheduling, packaging, customs and export handling as well as
goods receipt inspection.

- Key KPlIs are on-time delivery performance, procurement lead time, inventory coverage and
transport costs per unit of quantity.

* Incoterms define the interface between buyer and seller in terms of costs, risk and transport.

 Digital tools such as transport management systems and track-and-trace significantly increase
transparency.

* Ininternational procurement, ADR and dangerous goods regulations as well as packaging
requirements are added.

Definition: procurement logistics

Procurement logistics is the sub-discipline of logistics that controls all processes for supplying a
company with goods, from demand notification to a state ready for installation or sale. It includes
physical services such as transport and handling as well as information and documentation flows.

Distinction from distribution and production logistics

While distribution logistics controls the flow of goods to the customer, procurement logistics moves
goods towards the company itself; production logistics then handles the internal flow. The interfaces
typically converge at goods receipt, where quality, quantity and documentation are checked. In practice,
the boundaries are fluid, for example with cross-functional teams at the supplier's plant.

* Inbound interface: goods receipt or production warehouse
« Outbound interface: supplier or distributor exit

Position within the procurement process

In business terms, procurement logistics is part of materials management and operationally assigned to
purchasing. Strategic decisions such as bundling levers, framework agreement maintenance or
selection from a supplier longlist shape the logistics framework conditions, such as minimum order
quantities, inbound delivery concepts and lead times. Conversely, logistics provides information that
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feeds into the procurement market competitive analysis and contract negotiations.

Tasks and processes of procurement logistics

The process scope extends from demand determination via the purchase order to completed delivery
and invoice clarification. A clean process architecture avoids duplicate scheduling between purchasing
and logistics.

Demand planning and order control

The starting point is timely demand determination, frequently from ERP scheduling data or bill of
materials breakdowns. Scheduling defines order quantity, reorder point and service level target per
commodity group, so that high-running A-items are treated differently from C-parts. The purchase order
commitment report shows which open values have already been committed and which remaining
guantities can still be called off from framework agreements.

* Reorder point scheduling for serial material
 Individual purchase orders for demand and spare parts
» Call-off control for framework agreements

Transport and customs

Transport scheduling includes freight selection, consolidation of consignments and schedule
coordination with suppliers and freight forwarders. For international procurement, customs declarations,
preferential treatment processing and export control checks are added. Dangerous goods transports are
subject to ADR; packaging regulations such as wood packaging rules or UN approvals must be
observed. The choice of Incoterms defines the point at which costs and risk pass to the buyer.

Goods receipt and quality inspection

At goods receipt, the delivery, delivery note and purchase order are reconciled; quality inspections or
initial sampling, such as tool approval for new parts, are frequently integrated upstream here. Clear rules
on feeding, labelling and warehousing shorten throughput times. Backlog management and dunning
processes ensure that open purchase orders are delivered on schedule.

Strategic design: procurement logistics as a lever

Procurement logistics is not merely operational execution but also a strategic design space.
Procurement routes, warehouse concepts and supplier structures determine the cost and robustness of
supply.

Procurement routes and sourcing structure

Direct procurement from the manufacturer, trading channels or a central collection point differ in price,
lead time and flexibility. A sourcing wave plan structures which commodity groups are re-awarded via
e-sourcing and a request for quotation and when; in doing so, logistics requirements such as delivery
address, inbound delivery concept and packaging regulations can be explicitly specified in the tender.
Bundling levers reduce freight costs because larger volumes can be consolidated.

Supplier integration

Early Supplier Involvement brings key suppliers into design and delivery concepts at an early stage, so
that inbound delivery forms such as JIT, JIS or consignment stock are considered from the outset.
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Supplier innovation adds a technological perspective, for example new packaging or lightweight
construction concepts. Collaboration requires clear interface agreements, data formats and escalation
routes.

Supply risks and resilience

A risk register documents supplier, country and transport risks; a risk heatmap makes the impact on
critical materials visible. For high-risk cases, a Business Continuity Plan (BCP) with defined alternative
sources and emergency stocks supplements normal supply; Disaster Recovery (DR) primarily concerns
system failures of EDI and TMS systems. Regular supplier rating data keep the risk picture up to date.

Key KPIs of procurement logistics

Key figures make supply quality, speed and costs transparent. In practice, a narrow set of KPIs has
proven its worth, evaluated monthly and by commodity group.

Dates, inventories and costs

On-time delivery performance measures the proportion of punctual and complete deliveries;
procurement lead time spans the period from purchase order to goods receipt. Inventory coverage and
stock turnover show how much capital is tied up in raw, auxiliary and operating materials. Transport
costs per unit of quantity and the freight cost share of purchase value complete the cost picture.

« On-time delivery performance: proportion of on-time deliveries
« Lead time: days from purchase order to goods receipt

 Inventory coverage: days
* Transport costs per tonne or pallet

Process quality and data quality

Goods receipt throughput time, error rate in document flow and the proportion of automated purchase
orders show process maturity. Data quality around master data, Incoterms and delivery calendars is an
often underestimated prerequisite for reliable scheduling. Days Payable Outstanding (DPO) is also
considered in context, because payment terms and logistics cost financing are interlinked; instruments
such as reverse factoring can relieve supply chain financing.

Risks and controls in procurement logistics

Typical risks range from parts shortages and freight cost increases to compliance violations in
dangerous goods and customs. Controls focus on process, contract and data.

Delivery and inventory risks

One-sided supply sources, long sea freight times or seasonal capacity bottlenecks lead to backlogs.
Countermeasures include second sources, defined safety stock and regular bid matrix evaluations,
which make alternative suppliers and their logistics performance comparable. Stocking strategies per
commodity group should be aligned with the service level target per commodity group.

Compliance and contractual risks

Dangerous goods regulations such as ADR, packaging regulations and customs controls require
documented responsibilities. Framework agreement maintenance safeguards agreed freight clauses,
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minimum quantities and lead times; deviations must be documented in a traceable manner. On the
supplier side, supplier rating and quality data provide indications of whether logistics commitments are
reliably met.

Sustainability and reporting

Transport contributes significantly to the carbon footprint of procurement; a supplier energy audit or
measurements of emissions per transport performance make supply chain decarbonisation measurable.
Packaging regulations and reusable packaging concepts reduce waste and costs. Sustainability
requirements can be bindingly anchored via requests for quotation and contract negotiations.

Current developments: digitalisation and resilience

Procurement logistics benefits greatly from digitalisation: standardised data exchange processes and
real-time information are gradually replacing telephone and email coordination. At the same time, the
pandemic and crisis experience has increased the importance of resilience.

Digital tools and e-sourcing
Transport management systems, supplier portals and track-and-trace create transparency over
shipment status and arrival dates. E-sourcing platforms support requests for quotation and awards, so
that logistics requirements are queried in a structured manner. Integration with ERP and WMS reduces
manual follow-up work at goods receipt.

« EDI and API connections to suppliers

- Digital inbound delivery slot booking

« Automatic invoice account assignment

Resilience, nearshoring and sustainability

Nearshoring and regional dual sourcing shorten transport routes and reduce dependencies;
nevertheless, unit costs rise, which must be weighed up using TCO analyses. Supply chain
decarbonisation and supplier energy audits are moving into award evaluation as procurement criteria.
Companies that position themselves resiliently and sustainably need closely interlinked collaboration
between purchasing and logistics.

Typical metrics

On-time delivery performance: > 98 %
Proportion of on-time and complete deliveries; benchmark for serial material

Procurement lead time: per material group, e.g. 5-30 days
Period from purchase order to goods receipt, varying considerably depending on the supply market

Inventory coverage: typically 20—60 days
Depending on the criticality and replenishment time of the material

Transport cost share: frequently 2—6 % of purchase value
Benchmark; significantly higher in international procurement

Practical example

A medium-sized mechanical engineering company with an annual procurement volume of around 250
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million euros suffered from fluctuating delivery performance and high premium airfreight and backlog
costs. Following an analysis of the scheduling parameters and the freight structure, the company
introduced a centralised inbound delivery concept with a delivery calendar and timed delivery windows.

* Re-tendering of transport services via a structured request for quotation with bid matrix

 Introduction of a risk register and a risk heatmap for critical purchased parts

« Agreement of JIT delivery concepts with strategic suppliers following Early Supplier Involvement
workshops

» Monthly supplier rating with logistics criteria and alignment with Business Continuity Plan (BCP)
measures

Conclusion

Procurement logistics is the operational backbone of every industrial supply operation and at the same
time a strategic lever for costs, resilience and sustainability. Its quality determines whether contracts
from purchasing actually arrive on time and in a cost-efficient manner. Clear interfaces, reliable KPIs
and digital transparency are the prerequisites for stable processes. Companies that actively shape
procurement logistics reduce emergency measures and the tying up of capital in inventories. Those who
also systematically manage supplier risks make the supply chain robust even in crises.

Frequently asked questions

What does procurement logistics include?

Procurement logistics covers demand determination, order control, transport and freight scheduling,
customs and dangerous goods handling, packaging, as well as goods receipt and warehousing. It also
encompasses information flows such as delivery notes, customs documents and status data. The
interface to the downstream area is typically the production warehouse or the goods store.

What is the difference between procurement logistics and distribution logistics?
Procurement logistics controls the material flow towards one's own company, while distribution logistics
controls the flow of goods from the company to the customer. The two areas often use the same
infrastructure, but differ in requirements, Incoterms and KPI focus. In practice, they are frequently
bundled organisationally under a single logistics manager.

Which KPIs are important in procurement logistics?

Key performance indicators are on-time delivery performance, procurement lead time, inventory
coverage, stock turnover and transport costs per unit of quantity. In addition, error rates in document
flow and goods receipt throughput times are used. It is important to differentiate the KPIs by commodity
group, as requirements are significantly higher, for example, for A-parts.

What does Incoterms mean in procurement logistics?

Incoterms are internationally standardised delivery clauses that govern the point at which costs,
transport obligations and transfer of risk shift between seller and buyer. In procurement logistics, they
determine whether the buyer arranges the freight themselves or the supplier delivers. The specific
clause should be clearly stipulated in contracts and purchase orders.

How can supply capability be improved in procurement logistics?
Proven levers are defined service level targets per commodity group, safety stock for critical items,
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second sources and regular supplier evaluations. A Business Continuity Plan (BCP) supplements
emergency concepts for high-risk cases. In addition, digital transparency and a clean backlog
management increase responsiveness.

What role does sustainability play in procurement logistics?

Transport, packaging and warehousing cause significant emissions, which is why decarbonisation of the
supply chain is increasingly becoming a procurement criterion. Metrics such as CO per transport
performance and reusable packaging concepts are incorporated into award decisions. Packaging
regulations and recycling requirements also shape the logistics design.
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