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Project Background and Scope 

Company Overview 
Handy DIY Incorporated (HDI) is a manufacturer of quality industrial power tools.  Our product portfolio 

ranges from portable electric drills, band saws, grinders, sanders, and extends to traditional hand tools 

and accessories.  We have a national presence paired with strong brand loyalty for our ‘Handy’ product 

lines. 

Purpose of the Request for Proposal 
HDI is currently planning a redesign of its procurement process and is considering implementing the SAP 

Materials Management (MM) module to support this redesign effort.  The SAP MM is a company-wide 

system which handles the procurement to payment process, from inventory through final invoice 

receipt and verification.  The system would ultimately be an end-to-end application for HDI.  As such, 

the goal is for HDI to achieve efficiencies in the procurement process related to vendor evaluation, 

invoice verification, and inventory management, and enhance security and controls through the 

completion of this project. 



Procurement Process Flow 
HDI’s procurement process flow is included below.

 

Current IT Environment 
HDI currently utilizes several SAP modules for various business processes, but has not implemented the 

MM module.  HDI developed a home grown application 20 years ago to manage materials (Handy 

Materials Management (HMM)) and decided to keep leveraging this application when SAP was 

implemented 5 years ago.  The Vendor Master Data is currently stored within HMM (the Material 

Master Data and G/L Master Data is stored within SAP).  End users must manually enter material 

information into HMM when creating various documents (purchase requisition, purchase order, goods 

receipt, invoice receipt, and vendor payments).  HMM interfaces with SAP to post journal entries related 

to the procurement process. 

HDI does not have roles designed within HMM that align with users’ job functions, therefore access has 

been granted based on the access that other users have within the application.  Typically this is 

approved through an email to the user’s supervisor (i.e. request to approve access for John, provide 

John the same access as Jane as they work in the same department).  (Note: Handy DIY Inc. uses role 



based design for the SAP modules that are currently implemented to identify the access a user needs 

based on their job function).   

Users currently perform the 3-way match manually before approving vendor payments.  Once the 

printed documents are successfully matched (manual process), approval is recorded on the physical 

copy of the vendor package, manually entered within HMM, and then the physical documents are 

placed in a file cabinet located in the Accounts Payable Department for retention (there have been 

instances in the past where documents were lost and HDI could not validate the approvals).  Users also 

track inventory manually through HMM by inputting the inventory location once inventory arrives at a 

specified destination (i.e. when inventory is moved from the dock to a warehouse, the location is 

entered in HMM when it arrives at the warehouse).  The warehouse location, rack, shelf, and bin all 

must be entered manually within HMM. 

Current State Concerns 
HDI has experienced several issues with the current procurement process and the HMM application.  

The concerns and issues are outlined as follows: 

 The Vendor Master Data is difficult to manage in HMM as the application does not log changes 

to the master data.  HDI has found through user reviews that some inappropriate users were 

granted access to update the Vendor Master Data.  User reviews are only performed on an 

annual basis, so HDI is unaware if inappropriate changes were made during the time that these 

users had access. 

 When creating documents, material data (such as material number and price) has sometimes 

been entered incorrectly into HMM since it must be entered manually.  This has caused multiple 

issues: 

o Inaccuracies with the 3-way match since the material numbers, descriptions, and prices 

do not always match 

o Inventory valuation is often incorrect due to prices being entered inaccurately 

o This becomes very time consuming to identify (1) the root cause of the issue and (2) the 

material data that should have been entered on the document.  It would be beneficial if 

this type of information was populated into the documents automatically. 

 HDI has experienced several instances where users have inappropriate access within HMM due 

to the current approval process.  The most critical user issues are: 

o Too many users with access to change Vendor Master Data (this function should only be 

performed by the highest-level manager, but access was granted to other users since 

HMM does not support role/job function-based security design) 

o Too many users with access to approve vendor payments after performing the 3-way 

match 

o Excessive users with access to update inventory locations and movement 

o Access is sometimes approved by supervisors outside of the procurement process (this 

occurs most often when users transfer departments internally, and route the approval 

email to their old supervisor) 



o User reviews for HMM are only performed annually, and HMM is not capable of logging 

user activity within the application, so it is difficult for HDI to identify the transactions 

that were performed when users had inappropriate access 

 The 3-way match is performed manually, which sometimes results in human error.  HDI has 

experienced issues when payment was approved although the material, quantity, and/or price 

on the invoice did not match that on the purchase order and the goods receipt. 

 Inventory has been lost since it is tracked manually and entered into HMM upon arrival at the 

destination.  HDI would like to pursue options to better track inventory and possibly automate 

this process.  

 Vendor evaluation and selection criteria is based on price alone (HDI always selects the vendor 

with the lowest price).  HDI has experienced some issues related to the quality of the materials 

received from select vendors. 

Project Objectives 

Project Requirements 
HDI is planning to redesign the procurement process and implement the SAP Materials Management 

module to help address the issues/concerns noted above.  As part of this Project, HDI will also migrate 

the Vendor Master Data from HMM to SAP. 

Your proposal should include each of the areas listed below (include the ID reference for each area 

when responding).  Please be sure to include in your response sufficiently detailed explanations of how 

you will address the requirements outlined below.  You can have a response that addresses several 

areas at once (i.e. Master Data and User Access), this does not require you to duplicate your answers 

but please clearly identify what areas are being addressed (i.e. using footnotes or some other type of 

identifier).  You also do not need to respond using the bullet structure provided below, but your 

response does need to address each area. 

PR 01: Describe the risks associated with the following areas where HDI has experienced issues/concerns 

in the current environment (HMM): 

 Master Data 

 User Access 

 Document Creation 

 3-Way Match 

 Inventory   

 Vendor Selection 

  



PR 02: How can the procurement redesign and implementation of the SAP MM module address the risks 

identified in section PR 01?  Address the following: 

 Inherent SAP MM functionality that HDI can create controls around to address the risks 

o Master Data  

o User Access  

o Document Creation  

o 3-Way Match  

o Inventory  

o Vendor Selection  

 Additional controls that can be implemented (outside of inherent SAP functionality) with the 

redesign to address the risks 

o Master Data  

o User Access  

o Document Creation  

o 3-Way Match  

o Inventory  

o Vendor Selection  

 Additional benefits of implementing SAP MM 

PR 03: Describe any new or additional risks introduced with the redesign and implementation of the SAP 

MM module.  Identify controls to address these risks.  

PR 04: With your response, also include your team’s updates to HDI’s Procurement Process Flow with 

revisions that your team is proposing identifying opportunities where HDI can automate parts of the 

procurement process.   

PR 05: HDI is a public company and is required to comply with Sarbanes-Oxley (SOX) Section 404 

requirements.  HDI has an Internal Controls department that tests our controls throughout the year to 

prepare for the external audit and provide the external auditor with testing evidence and results that 

can be used for reliance.  What impacts could the redesign and implementation have on our 

preparations for the SOX audit and the testing HDI needs to perform?  


