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Course Description

QAD designed this course to cover the basics of setting up and using Consignment functionsin
QAD Enterprise Applications. The course includes topics related to Customer and Supplier
Consignment:

« Customer Consignment

« Anoverview of Customer Consignment and how it isimplemented in QAD Enterprise
Applications

« Setting up and managing Customer Consignment options
 Set Up Allocations and Shipping
« Processing customer consigned inventory in sales order functions
 Reports and additional related functions
 Supplier Consignment

« Anoverview of Supplier Consignment and how it isimplemented in QAD Enterprise
Applications

» Setting up and managing Supplier Consignment options, including transfer of ownership
» Processing supplier consigned inventory in receiving functions
- Reports and additional related functions

Course Objectives

By the end of this class, students should be able to:
« Understand the implementation options for Customer and Supplier Consignment
 Understand general processing flow, with primary and alternative procedures
« Know how to use consignment reports to retain visibility over consigned inventory

Audience
 Implementation consultants, members of implementation teams
« Key users
« Shipping and receiving personnel

Prerequisites
- Initial QAD Enterprise Applications Setup training course
- Basic knowledge of how QAD Enterprise Applicationsis used in the business
« Working knowledge of the manufacturing industry in general

Virtual Environment Information

The hands-on exercises in this book should be used with the latest Standard Edition learning
environment in the Training workspace. When prompted to log in, specify demo for user ID and
gad for password.

MNQAD
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Additional Resources

If you encounter questions on QAD software that are not addressed in this book, several resources
are available. The QAD corporate Web site provides product and company overviews. From the
main site, you can access the QAD Learning or Support site and the QAD Document Library.
Access to some portions of these sites depends on having a registered account.

http://www.gad.com/

QAD Learning Center

To view available training courses, locations, and materials, use the QAD Learning Center. Choose
Education under the Services tab to access this resource. In the Learning Center, you can reserve a
learning environment if you want to perform self-study and follow atraining guide on your own.

QAD Document Library

To access release notes, user guides, training guides, and install ation and conversion guides by
product and release, visit the QAD Document Library. Choose Document Library under the
Support tab. In the QAD Document Library, you can view HTML pages online, print specific
pages, or download a PDF of an entire book.

To find aresource, you can use the navigation tree on the left or use a powerful cross-document
search, which finds all documents with your search terms and lets you refine the search by book
type, product suite or module, and date published.

QAD Support

Support aso offers an array of tools depending on your company’s maintenance agreement with
QAD. These include the Knowledgebase and QAD Forums, where you can post questions and
search for topics of interest. To access these, choose Visit Online Support Center under the Support
tab.

MNQAD
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Course Overview

Customer Consignment Inventory

Course Overview

Introduction and Business Overview Design
Considerations

Set Up and Controls
Common Functionality
Additional Functionality
Summary

As we discuss consignment inventory these are the topics we will cover. We begin with Customer
Consignment, then go on to Supplier Consignment.

WEe'll go through the introduction and talk about some of the compelling business reasons and
basically do that in overview fashion.

Then we'll get into the design considerations: how to fit the requirements of customer
consignment inventory into the architecture of QAD Enterprise Applications.

WEe'll go to the setup functions and control programs, and the most commonly used functionaly.

We'll walk through examples of how to use consignment inventory, some additional
considerations in reporting, and then finally a summary at the end of the presentation.

MQAD
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Customer Consignment Inventory

Customer Consignment Inventory

Course Overview

Introduction and Business Overview
Set Up and Controls

Common Functionality

Additional Functionality

Summary
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Definition

Introduction

What is Consignment inventory?

Inventories, generally of finished goods, that
are in the possession of customers ... but
remain the property of the manufacturer by
agreement with those in possession.

The process of a supplier placing goods at a
customer location without receiving payment
until after the goods are used or sold.

APICS Dictionary (Tenth Edition, 2002)

In the simplest case customer consignment inventory is you, as the supplier, sending out material
to your customers, and not expecting payment for that material until they use some of it. They
don't have to use al of the material in order to pay for it; they can pay for the portion they’ ve used.

MQAD
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Why Consignment Inventory?

Introduction

Why consignment inventory?
Customers dictate new business agreements

Customers can lower their inventory levels and
inventory investment

Less inventory obsolescence
More supplier responsiveness
Suppliers manage their own inventory

There are specific reasons why customer consignment inventory is popular in today’s business
environment.

From a supplier’s point-of-view, customers dictate that they want to do consignment inventory. A
lot of the customers that we deal with in the automotive business are first tier and second tier
suppliers whaose customers have dictated that they’ re only going to pay for what they have used.

You ship the material to the customers based on a schedule, based on demand. But they do not pay
for the material until they’ ve actually used it or consumed it in their manufacturing environment.

So the customer has alot to do with what's driving customer consignment inventory and so from a
supplier’s point-of-view to really have the ability of a system to work with consignment inventory
isabig plus. That means that you can work with alot more of your customers.

Typically consignment is customer-driven. They drive it down to their suppliers. They don’'t want
to pay for everything that's received. They only want to pay for what's used.

They want to lower their investment in the inventory. They want to reduce the obsol escence of
having some materialsthat they’ ve received and purchased that al of a sudden become obsol ete. If
they put the onus back on the supplier to supply the material and only buy what they use, they can
quickly return the ones that are obsolete. They don’t haveto really buy it.

Soit's to the supplier’s benefit to have a system that works this way. It’'s the customer’s benefit to
really drive this process down to the suppliers and then they pick and choose. Because especially
in the automotive you either do business with this customer or he'll go to your competitor.

MNQAD
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Life Cycle and Flow
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So here’'savisua diagram of the lifecycle of customer consignment inventory. This is something

that you may find useful in presentations that you may need to make or to review this process.
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Life Cycle Flow Chart

Life Cycle Flowchart
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1 A contract is created between customer and supplier dictating the itemsto be sold on
consignment. The contract is either anormal Sales Order or a Scheduled Order that includes
clauses on deferring liability. The contract may also include a maximum number of days the
customer is permitted to hold the material without liability of payment. This ensures that the
material will be consumed in atimely manner.

Inventory Issue

2 Material is packed and shipped to the customer according to the requirement dates, times, and
guantities. Traditional shipping documents are generated as normal and ASN information is
transferred to the customer, as required. The consigned material isnot yet available to be
invoiced and must still be tracked until the customer has consumed it.

3 Physically, the shipped material has left the facility. Logicaly, the material is still tracked as
either being in transit or residing at a customer’s consignment location. MRP and allocations
view the material as “non-nettable” and “unavailable’, although customer schedules might
want the materia “nettable” if it defers updating the CUM shipped quantity until consumption.
For reporting purposes the material isincluded in the system and can be viewed with inventory
reports. Contract and shipper information is used to determine the age of each shipment and to
distinguish between multiple shipments.

4 The shipped material arrives at its destination, either to the customer’s receiving dock or to a
nearby distribution warehouse. If the customer receives the material and notifies you of the
receipt, then the material is“logically” moved from in-transit to consignment. Likewise, if the
warehouse sends material to the customer, it could also send you the information to move the
material from in-transit to consignment.
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5 The consigned material is eventually issued from stock, backflushed, or otherwise consumed
by the customer. This*consumption” activity triggers the transfer of liability and must be
captured by some type of “log” for the customer to relay the information to the supplier.

MQAD
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Life Cycle Flowchart (conta)

Notify Supplier Receive Notice
by Paper by Paper Record Usage

Invoice Print

Notify Supplier
by EDI Record Usage and Post

6 The consumption log istransferred to the supplier periodically and contains dates, times, and
guantities along with serial numbers, references and any other detail information needed to
match the material being consumed to the material that was shipped. The consumed material is
then available to beinvoiced. At this point both the customer and the supplier are in sync with

respect to shipments, inventory levels, and usage.

7 Oncetheinvoiceis generated, standard invoice printing and posting is done via A/R and sent
to the customer, or payments are received for material used (a.k.a. Self-Billing).

MNQAD
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Terminology

Terminology
Usage
Batch ID
Maximum Aging Days
Age Date

Usage
Financial: Number of units or dollars of an inventory item consumed over a period of time.

Consignment Inventory: The recognition that the customer has used part of your inventory. It'sthe
transformation process from being your inventory to being their inventory or their billable charge
for using that inventory. So customerstell you how much they have used by recording usage.

Batch Number/ID

Manufacturing: A number used for tracing groups of work orders through a batch-oriented
process.

Technical: An ID for tracking a group of transactions processed together.

Consignment Inventory: Every time that the customer says they’ ve used something and we give
that batch of information an audit ID or abatch ID. That allows you to do some research and
reconciliation in the event there are any questions between you and your customer as to how much
they’ ve used, and how much they’re being billed.

MQAD



Customer Consignment Inventory 17

Maximum Aging Days

Maximum aging days helps keep track of the inventory at your customer’s facility and how long
it's been there without being used. This plays an important role in some industries more than
others. But it became apparent to some of the customers that the ADG has talked to that, they
would like to keep track of their inventory because of its turnover rate.

This could also be a potential liability if your customer holds inventory for along period of time
then wantsto return it to you. Part of what you negotiate is effectively a shelf life expiration date
of the agreement asto how long the customer can hold with without paying for it.

For example in Electronics Manufacturing businesses, items that have areally short life cycle like
electronic components, processors that change over and over again that maybe if you ship some
out to your customer he agrees to use them within some certain amount of days so that you make
sure that they are used and they’ re not returned. And when they return they’ re obsolete and you
can’'t use them anymore. So the maximum number of aging daysis determined on each shipment
that goes out to your customer.

Age Date

The maximum aging days redlly leads into an age date. And the age date is calculated for the
materials based on the ship date plus transportation days plus the maximum aging days. They give
you an end date for the material to be aged to.

Just anote here, the aging date in customer consignment is an estimated date. You know what date
you shipped it, you' re not quite sure what day the customer has received the goods.

You estimate that date based on the transportation days so it's not a hard and fast number of days
but it alows you to have visibility in the general terms of how long the materialsis going to be at
your customers facility.

Andit'satool for managing that inventory as it approaches what you consider to be acritical
point.

MNQAD
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Customer Consignment Users

Customer Consignment Users

rQAD Enterprise Applications\

Establish Contract

Comvme D

Hereis achart where we are looking at who within an organization would occupy what role when
it comesto the performance of customer consignment usage, this being just one model.

Sales Agent

Shipping

Contract
Administrator

suonoesuel] Juswubisuo)

sbuooq unoooe ainided

Materials

Manager

Accounts
Receivable
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Note Consignment Transactions capture account bookings

MQAD



Customer Consignment Inventory 19

Business Objectives

Overview

Business Objectives
Ship normally
Retain ownership of material
Defer invoice and A/R activity
Maintain visibility of inventory
Manage Consignment Inventory accounts

Recognize “usage” by customer
Create audit trail
Trigger invoice or process Self-Bill

Ship Normally

The business abjectives of customer consignment are more or less the requirements that came
down. They want to do the business normally. You, as a supplier, want to ship your material
normally. The material that's going to your customer, the packing clerk, the shipping dock,
don’'t have to know whether it's consigned material or not. It's all within the contract. The
material doesn’t take on any different look or feel, so the transactions don’t have to be specific
to be consigned or non-consigned

Retain ownership of material
We want to ship everything normally, but at the same time, we want to maintain ownership of
that material. We want to show that ownership on the books.

Defer invoice and A/R activity

We want to defer invoicing and accounts receivable activity.

Maintain visibility of inventory

Again, you want to maintain visibility of the inventory, but you want to have visibility for that
value of the consigned inventory. You may even want to have visibility of theinventory at one
customer’s versus another customer’s location.

Manage Consignment Inventory accounts
You want to manage consignment accounts.

MNQAD
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Recognize “usage” by customer
And finally, you want to recognize the usage portion that the customer is going to refer back to you
and say, “OK, we've used so much of what you sent us.”
o Create audit trail
You want to create an audit trail so you can refer back to this, do some research if need be.
« Trigger invoice or process Self-Bill
At that point, you want to trigger the invoicing and receivable process or even support soft
billing.
The really important points of this process are
« You will ship to your customer and defer the customer paying you for the goods until some
point of usage
« You can differentiate that inventory by account codes as in fact being consignment
« You can see there's future revenue here, but you don’t realize it until some future point

MQAD
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Summary of Business Considerations

Summary

Course Overview

Introduction and Business Overview
Design Considerations

Set Up and Controls

Common Functionality

Additional Functionality

Summary

We have touched on the business need of why someone would do consignment. And usualy it's
because they need to get a contract going with their customer, and their customer dictates that the
consignment should be in place, meaning that they’re only willing to pay for as much as they’ve
used. They're not going to pay for everything that’s shipped or everything that’s been received.

And so it’simportant for the system and important for you as a supplier to be able win that
business and be able to support that contract and be able to keep visibility of the inventory that's
left your facility, but realistically you still own it.

So when we hear term “zero lead time,” thisis a business solution to accomplish exactly that.

MNQAD
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Introduction and Business Overview

Customer Consignment Inventory

» Course Overview

Introduction and Business Overview
Set Up and Controls

Common Functionality

Additional Functionality

Summary
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Design Considerations

Design Considerations

Inventory Locations
Accounting
Transaction History
Added Features

Inventory Locations

How do we move this inventory? How do we differentiate consignment inventory from
standard inventory?

Accounting

The account code structure. What had to be added in order to account for those goods that have
been shipped, but for which we don’t yet have revenue recognition?

Transaction History

What did we do to detail transactions? So when welook at transaction history, we can see what
transactions are happening against consigned goods versus standard sold goods.

Added Features

And then there are some added features (visibility, accountability) associated with using this
functionality.

MNQAD
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Defining Locations

Inventory Locations

Define Locations
Consignment, In-Transit
Consider Inventory Status
Track Customer Consignment Balances
By Site
By Location
By Order
By Customer Sequence

Maintain Consignment Accounts

You' ve shipped goods to your customer, so physically they are not on your facility anymore. It's
still your inventory. So the approach to take is to have a normal inventory location set up to
represent the customer’s facility, or the ship-to location.

We recommend that you refer to thislocation as your ship-to location so that whenever you look at
it in some inventory report or anything else where you need to differentiate your normal inventory
locations from consignment locations. These will stand out because they’ Il take on the value of
your ship-to address. Thisis much the same way we prescribe that when people identify
subcontracted work centers, we' re able to distinguish the work centers representing subcontracted
operations from standard shop-floor manufacturing.

In concept, we' ve built this system to represent consignment locations and in-transit locations. You
can picture avirtual location to represent the goods that are in-transit or in a distribution
warehouse. But they are somewhere between your facility and the customer’s facility. And then a
virtual location that represents the customer’s facility or the consignment location.

But instead of creating something new, we' ve used standard inventory locations. We have
recommended settings that we have for those locations so that they can appear to planning and
issuing processes to be, more or less, hands-off, to be treated differently, like reject locations or
scrap locations and things of that nature.

So we use hormal inventory locations and inventory status codes in a certain way to have these
locations take on the attributes of what we want them to be.
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Using the accounts and inventory account maintenance, we are able to track the value of those
consignment locations in separate accounts. So you can track the value of the consignment
location or consignment material at one ship-to address, as opposed to a different ship-to address
or different customers. That gives you the value of your investment at those locations or at those
customers.

You're can track consignment balances by site, by location, or even by order or contract, and by
sequence. A lot of customers, especially in the automotive that do sequence schedules, will know
exactly what sequences are residing at the customer’s facility that they haven't used yet.

Having the inventory account maintenance and having standard locations allows you to leverage
what QAD Enterprise Applications already have and alot of the built-in functionalities so that we
didn’t have to add much to thislogic and create something new and different for consignment
accounts and consignment inventory.

In short, you can see where the inventory is, its status, and know itsvalue, all at the sametime.

MNQAD
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Accounting

Accounting

New Accounts

Consigned Inventory Account
Consigned In-Transit Account
Consigned Offset Account

System/Account Control File
Product Line Maintenance
Inventory Account Maintenance

Along with the inventory locations, we' ve introduced three new accounts:
 The consigned inventory account
- The consigned in-transit account (optional)
» The consigned offsetting account

The offsetting account and the two inventory and in-transit accounts offset each other, so that
there's no effect on the balance sheet, yet it gives you the value of your investment.

We' ve introduced these as standard accounts in system account control program maintenance,
product line maintenance, and inventory account maintenance, because every location can have a
different set of accounts. This means that you can track your consigned inventory to many
different customers at many different locations.
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New Consignment Transactions

Transaction History

New Consignment Transactions
CN-SHIP - Shipment
CN-ISSTR - In-Transit Issue
CN-RCTTR - In-Transit Receipt

CN-USE - Usage
CN-CNT - Inventory Counts (Cycle, Physical)
CN-ADJ - Adjustments

Appends to Existing Transactions

These CN or consignment transactions keep track of the value of the consigned material. They
control everything: inventory, value, alot of different functionality, responding to the need to defer
certain bookings to certain transactions. If you use in transit issue and receipt, and then the
consignment usage, then the sum of those four transactions effectively is a shipment and abooking
of costs to goods sold. The consignment accounts, the consignment adjustments, the ADJ, are for
more obscure uses for consignment.

When you audit your customers and you find they’ ve used some of your product and haven't
reported it, then this adjustment al so then triggers the same type of sales order in booking function.

This appends to existing transactions.

MNQAD
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Transaction History con't

Shipment (ISS-SO Deferred)
ISS-TR/RCT-TR
CN-SHIP

In-Transit Receipt/Transfer (Optional)
ISS-TR/RCT-TR
CN-ISSTR/CN-RCTTR
Usage
ISS-SO
CN-USE

These transactions occur when you do a shipment and then later on when the customer reports
using this material.

Thefirst thing we do with anormal shipper confirm or sales order shipment is a standard inventory
transfer. So we're going to transfer out of your stock location and transfer it into the consignment
location or possibly transfer it into an in-transit location. That's a standard inventory transfer, and
you aso going do what we call a consigned ship, to differentiate it from anormal inventory
transfer.

In transaction detail history, you'll see what we mean by augmenting the transactions with more
information. When you ship, this decreases inventory and putsit into the consigned location.

If you're using in-transit locations, we take that inventory and put it into an in-transit location.
Later on, at some certain acknowledgment, we'll take it from the in-transit location and then put it
into consignment. That’s why these are optional. It says you do a second standard ISS-TR and
receipt TR standard transfer activity and then it's followed up by the CN issue transfer and CN
receipt transfer. And that represents the material going from in-transit to consignment.

Then finally, at some point, when the customer says they’ ve used so much of your material, now
we' re going to book the ISS-SO. It's an issue to a sales order. It's decreasing the inventory and it’s
also booking the sale to the cost of goods sold accounts and all of the accounts that are associated
with it.
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The consignment usage backs out the amount of consignment value that’s at that location. So the
consignment shipment and the consignment usage go hand in hand, and are used to work with the
consignment accounts.
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Transaction History con't

Inventory Accounts

CYC-CNT, CYC-RCNT, TAG-CNT

CN-CNT (Negative Counts Only)
Adjustments

ISS-UNP, RCT-UNP

CN-USE (Negative Adjustments Only)
Consignment Inventory Adjustments

CST-ADJ

CN-ADJ

Since we're looking at all of the transaction history, we just put out why the other consignment
transactions would occur. They cycle counts would occur if the inventory is decreased. If you do a
cycle count or a supplier audit and you find out there's less material than the system saysthereis,
then consignment account will help book that as a cost of goods sold because they’ ve taken
ownership of that material that you can’t find.

The adjustments are for an unplanned issue, or really an unplanned receipt with a negative
quantity. And if it's an issue type transaction, again you'll get a CN use to transfer the ownership,
and then any type of miscellaneous adjustment to the inventory will transfer ownership aswell.
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Added Features

Added Features

Establish Contract Defaults

Usage Reporting from Customer
Via ECommerce
Manually (Phone, Fax, etc.)

Aging
Inventory Reporting
Include/Exclude/Only Consigned Material

Establish Contract Defaults

If you' re doing business with the same customer or the same customer item, you can set up
these defaults so that they’ll be carried over the sales order/scheduled order every time you
create a new one.

Usage Reporting from Customer
» ViaeCommerce
» Manually (Phone, Fax, email)

We have a gateway to allow you to receive usage information from the supplier. We also have
amanua way that you can create usage records, based on whether you receive notification via
paper or email or even by phone. So there's are two ways you can record usage of the material.

Aging
We'll go into detail alittle bit about the aging later on.

Inventory Reporting
Include/Exclude/Only Consigned Material

You can either include or exclude or report only consigned material.
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Summary of Design Considerations

Summary

Course Overview

Introduction and Business Overview
Design Considerations

Set Up and Controls

Common Functionality

Additional Functionality

Summary

The system treats locations in a specia way, representing inventory shipped to the customer but
not yet booked to cost of goods. And we have account codes and transactions to account for that
movement. So we have the visibly of what has happened, and eventually at point of usage, we get
the normal booking that we would on a standard item issued on a sales order and everything
showing up on cost of goods.

We've added amiddle layer for the purposes of consignment.
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Set Up and Controls

Customer Consignment Inventory

Course Overview

Introduction and Business Overview
Set Up and Controls

Common Functionality

Additional Functionality

Summary

- Determine Business Processes
 Activate the System
» Create default settings

Now we're going to take alook at some of the set up and control options that we have for
consignment.

Basically the first thing we want to do is determine your business processes. We understand that
every company isrun differently and there are a number of different ways that we need to set up or
evaluate how we want to do consignment inventory. Before you get into the system we want to see
what you do procedurally.

Next, we activate the system and then we create some default settings for things that happen over
and over again.

So basically we' re mapping out our business requirements and then when we turn on customer
consignment there are certain behaviors that we want to see that best fit what we do.
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Determine Business Processes

Determine Business Processes

Accounts and Accounting Options
Consignment Location Options
Inventory Status Settings
Terms of the Contract
Maximum Aging Days
Customer Default Settings
Transport Days

Accounts and Accounting Options
There are new accounting options that allow your accountants to represent certain scenarios.

We'll take alook at consignment location options and inventory status settings
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Set Up and Controls Flow

Set Up and Controls Flow

In-Transit
Locations
Options

Accounts and
Accounting
Options

Determine
Business
Processes

Consignment
Locations
Options

Contract
Options

Activate ‘{ Create
System Contracts

Thisisthe set up involving our considerations, where we' re going to go to build each of these
pieces. And then finally we'll activate the system from the control program to turn on customer
consignment.
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Accounting Procedure

Accounts and Accounting Options

Accounting Procedure

Shipment

Debit (+) Consigned Inventory Account, or Debit (+)
Consigned In-Transit Account

Credit (-) Consigned Offset Account
Usage
Debit (+) Consigned Offset Account

Credit (-) Consigned Inventory Account, or Credit (-)
Consigned In-Transit Account

In thismodule, we' ve got inventory accounts and off-setting accounts. And what we want to make
clear hereisthat at shipment time, at usage time, those accounts bounce against each other.

When you process a shipment the off-setting accounts go against your inventory or in-transit
accounts to make a nil entry on your balance sheet. Although there’s no effect to your balance
sheet, they provide visibility to what inventory investments you have in consignment and at usage
time you hit those accounts again to decrease their value to represent the usage of material.
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Set Up Options

Accounting Set-up Options

Consigned Offset Account
Create Contra-Asset account
Balances with Consigned Inventory
Net Zero-effect on Balance Sheet
Include Consignment within Inventory

Consignhed Offset = Inventory Acct
Reduce Inventory Acct
Balance Sheet displays Consignment Inventory

These accounts have at |east two different options.

The basic oneis setting up the offset account as a contra-asset account. They both reside on the
asset side of the balance sheet, but together they balance out.

If you want to represent your consignment inventory in your total inventory balance, you can take
your consignment offsetting account and have that be your inventory account. So now total, your
inventory account and your consignment inventory account together represent your entire
inventory, the evaluation of all your inventory.
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Account Effects

Account Effects

JAchunt Code Maintenance | I

# GoTo - Actions | || Copy = [9,,' Frint = Preview

I Account: 1501 ::

Description: SO Con Iny Intransit

Type:| &
Curency! USDJF’deud Line Maintenance |

Format Postion;, 1 @ GoTo = Actions | || Copy = @F'rint 1% Preview
1

! Froduct Line: 1501

Diescription: Automoative Products

T anable:

) Tax Clazs:
Sub-ModL{\e Entries Only: Defauk Sub-dccount Overide:
Statistical Account: Default Cost Center: Overide:

Ative:

Curr Tranglation Index: 1 Consignment Accounts

S0 Congigned In-Transit Acct) 1501 2 A
50 Conszigned Inventory Acct] 1502 a2 2
S0 Congigned Offset Acct| 1503 2 Fel

PO Congigned Inventony Acct) 1520 5] Il
PO Congigned Offset Acct| 1521 Fel B

Here's an example of those accounts and how we' ve structured this.

Product line maintenance contains those three accounts, and above you can see account code
maintenance where you define the actual accounts being used.As a user of QAD Enterprise
Applications, you define your general ledger. You define account numbers. And then in product
line maintenance and in inventory account maintenance, you can indicate which accounts apply.

These consignment accounts also show up in the system account control program and therefore
they would effectively cascade or default into product line maintenance where you can then adjust
the money to the cost center, or that account. You take advantage of the standard set up for
accounts and have it trickle down through the different maintenance screens. You start at system
account control programs and flow down from there.
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Offsetting Effects

Balance Sheet

CURRENT ASSETS
1200 ACCOUNTS RECEIVABLE 870, 640.26
1500 INVENTORY 13,148, 173.18
1500-0100 INVENTORY 1,468,277.95
1500-0200 INVENTORY 13,051.30
1500-0300 INVENTORY 51,455.00
1500-0500 INVENTORY 43,387.46
[1502—0100 CONBIGN SHIPMENT INV 7,985.25 |,
1503-04100 CONSIGHN SHIPMENT OFFZET (7,985,253
1550 COST REVALUE (15.00)
1560 FLOOR STOCK 30,000.00
1600 WORKE TN PROCESS 985,819.16
1600-0100 WORK. IN PROCESS 36.00

TOTAL CURRENT ASSETS 22,119,734.69

Consignment Accounts Balance to Zero [~

Here's an example of a balance sheet where both of those inventory consignment accounts and
offsetting accounts negate each other out. You can look at one and see what your consignment
inventory investment is, but together they don’t disrupt the balance sheet at all, so you don’t get an
overstatement of your inventory.

This completes our examination of the accounts.
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Inventory Status

Inventory Status

Inventory Control
Available
Nettable
Overissue
Restricted Transactions

Defined
Locations (if exists)
Site, for temporary locations

Inventory status codes are a function of the inventory location maintenance. QAD Enterprise
Applications recognizes these settings and treats those |ocations as standard.

MNQAD



42  Training Guide — Consignment Inventory

Inventory Status Code Maintenance (1.1.1)

Inventory Status Code Maintenance

Inventory Status Code haint |

& GoTo ™ Actions ™| .| Copy ™ L%J Print 1+ Prewview

Statuz Code: consign

Available:
Mettable:

[y

Ovverissue:

Recommended Settings for
Consignment/In-Transit
Locations

Field Definitions

Available. A codeindicating whether inventory balances with this status code are available for
alocations to sales orders and work orders. This does not affect the available-to-promise
calculations.

If Yes, then on-hand inventory balances with this status are considered to be available. When
alocating inventory, the system calculates the quantity available to allocate as the total
quantity on-hand at all inventory locations marked Available Yes. Any locations marked
Available No are not considered by this calculation.

Most inventory will be assigned available status codes. Unavailable inventory status codes
identify inventory not to be shipped to customers or used in the manufacturing process at the
current time--inventory waiting for inspection or defective material to be reworked.

Nettable. A code indicating whether MRP considers inventory balances with this status code
as quantity on-hand.
During the planning process, MRP cal cul ates the net quantity on-hand as the sum of the

quantity in all locations marked Nettable Yes. Locations marked Nettable No are not
considered by this calculation.

Most inventory will be assigned nettable status codes. Non-nettable inventory status codes
identify inventory not to be shipped to customers or used in the manufacturing process--
inventory which is defective or reserved for some other use.
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For multisite implementations, any in transit |ocations must be set to Nettable = No, otherwise
MRP will use supply in that location twice, once from the scheduled receipt, then from the
nettable quantity in the location.

Set up inspection locations as nettable since you do not want MRP to plan to order more when
you aready have inventory on-hand. Inspection locations are controlled by restricting issue
transactions.

Overissue. A code indicating whether inventory balances with this status code are allowed to
go negative.

If Yes, then inventory may beissued from alocation even if that issue results in a negative
balance on-hand: with only 5 itemsin stock at a particular location, the system would allow
you to issue a quantity of 7, resulting in an on-hand balance of -2. To prevent this, set the
Overissuefield to No. Thisstops overissuesin all Inventory transactions. However, in the case
of 2 or more users simultaneously committing transactionsto ship the same stock, it is possible
that due to this close timing the balance will go negative despite a No setting.

Why allow overissues? If the inventory is physically available, the operator should be able to
record the issue transaction, even if the data entry for inventory receipt is delayed, as often
happens when information is batched for data entry.

In awell-controlled stockroom, most items can safely be allowed overissues. As transactions
are processed, balances may temporarily be driven negative, but will be resolved when all
transactions are entered.

However in aregulatory environment or whereitems arelot/serial controlled, you may want to
set the Overissue field to No and devel op data entry procedures which assure the timely entry
of inventory transactions.

Overissue should always be set to No when using Average Costing.

We recommend setting these fields to no because in the case of an in-transit location, we
clearly don't want the system to count it twice. In the same way that we manage in-transit for
distribution requirements planning, we're managing in-transit for consignment shipments.
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Location Maintenance

Location Maintenance

Location Maintenance %

# GoTo v Actions ¥ Ll Copy ™ [9,) Print & Preview

Site: 10000 US Engine ¥ alve
Location:; 00050001

I Description; Conzsignment [rventory I
Irwentory Status| sconsign rel
Project; 2 | Blank

Date Created:| 10/22/2002  »

Permanent:
Type: A2
Single Iterm:
Single Lot/Ref:
Capacity: 0o LIM: pa
Reserved Locations:

Transfer Ownership:

Here is the location maintenance where the inventory status code comesin.
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Inventory Status: Available

Inventory Status

Available
Material “available” for allocations
Recommended setting
Available = No

Warning message
Sales Orders
Schedules Orders

Available means material is available for alocations. We recommend that you set this available to
no for your in-transit location and your consignment location.

If you physically ship material and you’ ve transferred it into one of these locations, and if it's
available by the system to be allocated to somebody else, that could lead to trouble. In that case,
you've overstated what is available to allocate.

Those two locations should be hands-off regarding allocations.
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Scheduled Order Maintenance (7.3.13)

Scheduled Order Maintenance

J Scheduled Order Maintenance -§=§-|

| - | L} Copy ™ [9,) Print 4] Preview
Ship-From: 10000 Order: 5070033
Ship-To: 1012000 Products Warehouse
Consignment Order Data
Conzignment Lacation: 100 Automatic Replenishment:

In-Transit Location:

b amimum Aging D aps: 1]

WARMIMG: Inwentory Status is available’, Location: 100 Continue? ™,

e

This Scheduled Order Maintenance shows how the system warns you that the consignment
location that you' ve indicated that you want to use has an available status. It allows you to
continue, but only by overriding the setting.
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Inventory Status: Nettable

Inventory Status (more)

Nettable
Material included in MRP planning logic

Recommended setting
Nettable = No

Warning message
Sales Orders
Schedules Orders

The same type of mechanism holds with nettable. Certainly you don’'t want MRP to consider that
inventory when it goes to net replenishment schedules.

If you had zero inventory in your four walls but you had 100 pieces at a consignment |ocation
and you run MRP with a demand for another 100, you don’t want the 100 that you have at the
consignment location to be netted against the demand.

You need to keep the consignment inventory invisible to MRP.

MNQAD



48  Training Guide — Consignment Inventory

Overissue

Inventory Status (more)

Overissue

Allow inventory balance to be negative
Recommended setting
Overissue = No

Restricted Transactions
Cycle Count
Unplanned Issues/Receipts

We recommend setting overissue to no: It doesn’t make sense to overissue on a consignment
location.

Asfor restricted transactions, some customers use them for the inventory status associated with the
consignment location, for example a cycle count or an unplanned issue.
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J Inventory Status Code Maint 1=l|

Inventory Status Code Maintenance

Statuz Code: consign

# GoTo - Actions 7| Ll Copy ™ @JF’rint 4] Preview

Restricted
Transactions

Available:
Mettable:

Ovwerissue:
Restricted T Hons
Restricted Transaction CIM Allowed Comments
CYC-CNT Cucle Count
CYC-ERR Cycle Count [Error)
CYC-RCNT Cycle Count [Recount]
Restricted Transaction CIM Allowed Comments
CYC-CHT Cycle Count

Field Definitions:
CIM Allowed. Default No.

If Yes, system allows data to be imported using the Computer Integrated Manufacturing (CIM)

interface.

Records affected by this field are not limited to the locations associated with a warehouse.
Thisfield affects all recordsin Location Detail, Location Master, and Site Master which are

assigned this status.

To prevent a stock room clerk from doing an unplanned issue from alocation, use the

restricted transactions part of the inventory status.
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Activating Consignment Inventory

Activating Consignment Inventory

Customer
Consignment
Control

Establish
Contract

Ship-To/Item
Controls
Maintenance

Here's how we' re going to activate the system. We' re going into the Customer Consignment
control program and then set up some default settings and then we have a Ship-to Item control
program so that specific ship-to customers or items that are different and that require different
settings in the control item can be reflected in any contract you establish.
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Customer Consignment Control (7.18.24)

Customer Consignment Control

Custormer Consignment Control

M GoTo ™ Actions v | Copy ™ [9,;' Print %] Preview

Uzing Consignment [nventory: ¥

Conzignment Orders:
Consignment Location: 00010002
In-Transit Lacation: A
Maximum Aging Days;  BO
Automatic Replenishrment; ¥

In addition to activating the system, you can set a default for a system preference for consignment
or not. Of course you can override it; thisisjust the default setting.

You have default settings for locations, consignment locations, and in-transit locations. The
optiona In-transit location is blank here. When you do a shipment the material is going to be
transferred from your stock location into the consignment location and skip right over the in-
transit.

You can use In-transit for locations in, for example, a warehouse.

You have a maximum number of aging days to default in all the contracts. This transfers
ownership to the customer of any items left on-site beyond that number of days.

Automatic replenishment allows you to set up schedules with your customer. When they reply
with how much they’ ve used, thisfunctionality creates anew entry in the schedule for that amount
of replenishment. This a useful feature for those that aren’t really heavily scheduled or EDI-
dependent.
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Ship-To/ltem Controls Maint (7.18.1)

Ship-To/ltem Controls Maintenance

Ship-Toiltern Controls Maint |

M GoTo ~ Actions | L Copy ™ [;?p Print % Preview
Ship-To: NSE201 Honda g of slabama
Itern Mumber: 03000071 Axle, Integral Am Steel

Congignment Orders: &
Conzignment Location: 000710002
IreTrarsit Location:

Maximum Aging Daps; B0

Automatic Replenishment;

These fields override the settings in the control program.

Field Definitions

Consignment Orders. Specify the default value for the Consignment Ordersfield in the header
of new sales orders and new scheduled orders.

No: Enter No if the mgjority of shipments are standard orders.

Yes: Sets the Consignment Orders field on the header of all new sales orders and
scheduled ordersto Yes. This, in turn, sets the Consignment field on the order lineto Yes
by defauilt.

In either case, you can combine lines for both consigned and non-consigned inventory on one
order.

This value defaults from Customer Consignment Control.
Consignment Location. Enter the location representing consignment inventory that resides at
the customer facility for the specified ship-to/item combinations.

When you enter avalue for a consignment location but not for an in-transit location, shipment
transfers inventory from the stocking location directly to the location representing the
customer facility. When you enter an in-transit value, inventory is transferred from the
inventory stocking location to the in-transit location.
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Enter only valid locations set up in Location Maintenance. This value defaults to Sales Order
Maintenance and Scheduled Order Maintenance.

Important: Assign in-transit and consignment |ocations an inventory status code with
Available and Nettable set to No. Otherwise, items may be used for other orders and MRP
considersitemsin these locations as available to net against open requirements. This
understates real demand. Do not use locations defined for customer reserved inventory since
this may prevent shipping from occurring.

This value defaults from Customer Consignment Control.

Maximum Aging Days. Optionally enter the maximum number of days consigned inventory is
allowed to reside at or be in-transit to a customer facility for this specified ship-to/item
combination. This value defaults from Customer Consignment Control. Enter O (zero) to
indicate that no scheduled aging deadline exists.

The system automatically adds the number of days entered here to the transit days in Delivery
Transit Time Maintenance. It adds this sum to the shipment date in Sales Order Shipments or
Pre-Shipper/Shipper Confirm to arrive at a new maximum aging date shown in Aging
Inventory Update. The calculated date is used by reports to determine how long inventory has
been at the customer facility.

You can extend the maximum aging date as many times as required using Aging Inventory
Update or Aging Inventory Batch Update. An extension automatically updates each shipment.
The value entered here defaults to Sales Order Maintenance and Scheduled Order
Maintenance. Here you define specific default values for combinations of ship-to addresses
and item numbers. The values entered here override the settings in Consignment Control.

When new orders are created for a specific ship-to address, the system looks for the most
specific record first to determine the defaults to use.
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Transport Days

Transport Days

New Maintenance Transaction
Define Destinations by Region
Created by ATP

Utilized by Consignment
Aging Date Calculation

Transport Days maintenance supports the available to promise project or the ATP enforcement
project.

It's away to designate transport days by destination and by region.

MQAD



Set Up and Controls 55

Delivery Transit Time Maintenance (2.16.1)

Delivery Transit Time Maintenance

Delivery Transit Time bdaint |

@ GoTo ™ Actions | | Copy ™ [.?,,J Print %] Preview

From Site: 10000
To Country: US4 United States of America
To State: P&

Tranzit Days:

Defaults to Sales Orders and
Scheduled Orders

Note Transit Days defaultsinto Sales Orders and Scheduled Orders
Field Definitions

Transit Days. Enter an integer representing a number of calendar days. How the system uses

this value depends on the value of Usage.

Inbound: Transit Days represents the number of calendar daysit takesto transport goodsto the

selected system site from the specified combination of country, state, and city.

Outbound: Transit Days represents the number of calendar days it takes to transport goods

from the selected system site to the specified combination of country, state, and city.
All (the default): Transit Days has the same value for inbound and outbound usage.

You use this maintenance screen to set up the transit delivery time maintenance. You can set this
up for multiple regions and available to promise uses thisin sales orders to calculate the promise

date.

This datais plugged into scheduled orders so that anytime you deal with that customer in that
region from this site, transport days will always default in and then customer consignment will just

leverage off that.
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Set Up and Controls: Summary

Summary

Course Overview

Introduction and Business Overview
Design Considerations

Set Up and Controls

Common Functionality

Additional Functionality

Summary

In summarizing the set up in controls, what we' ve really seen isthat thereis not alarge
regquirement for additional control programs. You take advantage of the use of status codes and
locations in your order processing with your new transaction codes and account codes as away of
saying, “| now have visibility and accountability for what's happening with inventory no longer in
my possession but not yet booked to cost of goods.” It's still your inventory; you still own it, but it
resides at the customer’s facility.
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Common Functionality

Customer Consignment Inventory

» Course Overview

Introduction and Business Overview
Set Up and Controls

Common Functionality

Additional Functionality

Summary
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Establish Contracts

Common Functionality

Establish Contracts
Sales Orders
Scheduled Orders

Shipping
Usage
Reporting
Invoicing
Self-Billing

Now we walk through how customer consignment functionality actually works.

We establish the contract, we look at both sales orders and scheduled orders, go through the
shipping process at the point at which usage is recorded, what happens then, the reporting that we
have to track, the visibility of standard inventory versus consignment inventory.

Finally we look at the invoicing process.
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Sales Order Maintenance (7.1.1)

Sales Order Maintenance

JSaIes Order Maintenance |

d GoTo ™ Actions ™| | Copy ™ [9;,' Frint % Preview §’ Attach
Altachments
Header | Lines
B [ 2 [ [* FreightData > | g P g
Header
Order: 5033534 Sold-To: wana Bill To: 01000000 Ship-To: 07000000
Sold-To Ship-To
Wworld Auto Morth Amenica Cologzal Conglomerates LTD
Defau |tS fro m Suite 1000 Colazzal Building
C (0) ntro Is Colozsal Industrial Park.
Detroit — Evanston IL 090876
United States | United States of America
Freight Data
Salesperson 1: WLINC A Freight List:| TO1-NTAx AKG
hultiple: Frt Min ‘gt: 1 Consume Forecast ¥
Carnmission 1: 33.00% Freight Terms: add pe Dretail Allacations:
Calculate Freight: Allocate Days: 10
Diizplay “Weights: Comments:
Impart/E #port:

Here's the sales order maintenance screen, showing the consignment field in the freight data
screen. It allows you to set the default for the lines in this order.

Consignment Orders

Enter Yesif most items on this order are shipped to the customer as consigned inventory. Thisfield
has an effect only if you are using the optional Customer Consignment Inventory module.
Otherwise, it isfor reference only.

When Customer Consignment Inventory is being used and thisfield is Yes, an additional frame
displays for update of order-level consignment defaults.

Consignment Orders defaults from Ship-To/Item Controls Maintenance, if arecord exists for the
order customer. Otherwise, it defaults from Customer Consignment Control. It sets the default for
the same field associated with each line item on the order. You can change it at the line-item level
if needed.
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Maintaining Orders

Sales Order Maintenance

JSaIes Order Maintenance |

# GoTo ™ Actions *| . Copy ™ @ Print & Preview | & Attach
Attachments
Lines | Trailer
|[’a P LineDetals > B B
Order  SO33534 Sold-Te: 1004000 Ln Format 5/4: Single

5ales Order Line

Ln  Item Mumber Oty Ordered UM List Price Dizcount Met Price
11 m iooo EA 23000 kil 23000
Dreso: Sales Acct) 3000 A | 10000 A | 1500
Loc: 100 Site: cad Disc Acct 3300 | 10000 | 1500
uso Cost noo Confirmed: Credit Terms Int: 0.00
Lot/Serial Hequwredv Ship Type:
[ty Allocated; 0o Promised;| Bl UM Canversiar: 1.0000
Oty Picked: 0o Due Date] 10/23/2002 + | Cornsume Fest ¥
Gty Shipped: 100.0 Perform Date:| Bl Detail Alloc:
Oty to Invoice: oo Pricing Date: 10/22/2002 Tarable:
Salesperson 1: WLINC ultiple: Freight List) RO1-MNTAx
Commizzion 1 33.00% Cateqgory: A Fived Price: v Comments:
M QAD

Sales Order Maintenance (7.1.1)
The previous slides talked about setting up a contract and specifically with schedules.

However, there is nothing different in the visible shipping processitself; you're till going to use
normal sales order shipments, or use pre-shipper shippers and the shipper confirm process. There's
no visible means that you’ re shipping anything consignment. What the system doesis all under the
covers, so the personnel doesn’'t have to go to any different screens to trigger that functionality.

And the same goes for schedules. When you receive schedules from your customer, there's
nothing on there that really dictatesit’s consignment.

After you set up the contract and you work with your schedules and you do some shipping, then
you come to this screen to see what’s shipped and what’s been invoiced. Here we' re representing
that the material has been shipped. The shipped quantity is 100, but you notice that the quantity of
theinvoiceiszero. And we shipped it out to our customer and it’sjust sitting there. In other words,
in consignment we' ve severed the tie between things being shipped and things being available to
invoice.
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Transactions Detail Inquiry (3.21.1)

Transactions Detail Inquiry

N

QAD

3.21.1

Transaction:

an Nbr; g
Trans Type: I55-TR
= L raery

Time:
Date:

Amount: 10, 000.00

Transactions Detail Inquiry

17526 Display E-Signature Details:

Item Number:
Description:

55-1
20:39
30/

Transactions Detail Inquiry

Order: 5033534
Revision: O

12/20/07

No Qutput: page

406019

10
EVAPORATOR, SERIES 1000

Effectiye D3 2 Unit of Measure: EA
Address: fordool
Ozer 1D: pJr MName: FORD Plant 001
Program: sosois.p sales/Job: 5033534
Currency: USD Ship Type:
Qty Change: -100.0 Price: 100.00
Shipper Number: Inw Mov:
Ship Date: 12/20/07
Inventory Data
Site: 10000 Begin Balance: 595.0
Location: 100 Quantity Change: -100.0
Lot/Serial: Qty Short: 0.0
Inv Status: Eegin Loc Bal: 595.0
Supplier Lot: Loc Qty Change: -100.0
Grade/Assay: Expire Date:
Reference: Batch:
Cost Data
Material: 100.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00
I55-TR
Dr Acct: 5030
Cr Account: 1500 10000 1500

GL Reference: IC071220000002

ictrig.p

Having shipped product, let’s step through some of the transaction history to show that physically

we' ve shipped material, but internally we' ve transferred it.

Thisfirst inquiry showsthe ISS-TR, the standard inventory transfer. Thiswill record the issue
transfer out of the stock location. You can seethat it is marked as consigned and the consigned
order is placed in the transaction history. The shipper number isin this transaction too.

It isthe standard transaction for an inventory transfer, augmented with consignment information.
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Transactions Detall Inquiry

Dr Acct
[Cr Account: 1

3.21.1

Imount: 10,

5030

10000 1500
0

Transactions Detail Inquiry

n Transactions Detail Inquiry 12/20/07
QAD
Transaction: 17526 Display E-Signature Details: No Output: page
Tran Nbr: 17526 Order: 5033534 406019
Trans Type: IS5-TR Revision: 0O
Date: 12/20/07 Item Number: 55-110
Time: 20:39 Description: EVAPORATOR, SERIES 1000
Effective Date: 12/20/07 Unit of Measure: EA
Remarks: Consigned Address: fordool
User ID: pjr Name: FORD Plant 001
Program: sosois.p Sales/Job: 5033534
Currency: USD Ship Type:
Qty Change: -100.0 Price: 100.00
Shipper Mumber : Inv Mov:
Ship Date: 12/20/07
Inventory Data
10000 Begin Balance: 595.0
Location: 100 Quantity Change: -100.0
Lot serial: Qty Short: 0.0
Inv Status:
Supplier Lot:
Grade/Aszay:
Reference: Batch:
Cost Data
Material: 100.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00
I55-TR

GL Reference: IC071220000002

ictrig.p

Theinventory location and the quantity and the accounts that are used are your standard inventory
accounts. That quantity has been taken out of the stock location.
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Transactions Detall Inquiry

n Transactions Detail Inquiry 12/20/07
QAD
Transaction: 17527 Display E-Signature Details: No  Output: page
an Nbr: 405019
Re ST U
Date: 720,07 Item Number: 55-110
Time: 20:39 Description: EVAPORATOR, SERIES 1000
Effectiye Date: /200 Unit of Measure: EA
Address: fordool
Ozer 1D: pir MName: FORD Plant 001
Program: sosois.p Sales/Job: 5033534
Currency: USD Ship Type:
Qty Change: 0.0 Price: 100.00
Shipper Number: Inv Mowv:
Ship Date: 12/20/07
Inventory Data
Site: 10000 Begin Balance: 495.0
Location: FORDOOL Quantity Change: 0.0
Lot/Serial: Qty Short: 0.0
Inv Status: consign Begin Loc Bal: 0.0
Supplier Lot: Loc Qty Change: 100.0
Grade/Assay: Expire Date:
Reference: Batch:
Cost Data
Material: 100.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00
RCT-TR
Dr Acct: 1500 10000 1500
Cr Account: 5030
Amount: 10, 000.00 GL Reference: ICO71220000003
3.21.1 Transactions Detail Inguiry ictrig.p

Now here’sthe other half of the normal inventory transfer and that’s the receipt into a new
location. Again, you have the ISS- TR, you’ ve got the consigned order and consigned remarks and

the shipper and everything else that differentiates it between anormal inventory transfer and this
consigned shipment.
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Transactions Detall Inquiry

Ship Date: 12/20/07

Inventory Data

Site: 10000 Begin Ba
Location: FORDOOL Quantity C
Lot /serials Qty

Inv Status: consign
Supplier Lot:

n Transactions Detail Inquiry 12/20/07
QAD
Transaction: 17527 Display E-Signature Details: No Output: page
Tran Nbr: 17527 Order: 5033534 406019
Trans Type: RCT-TR Revision: 0
Date: 12/20/07 Item Number: 55-110
Time: 20:39 Description: EVAPORATOR, SERIES 1000
Effective Date: 12/20/07 Unit of Measure: EA
Remarks: Consigned Address: fordool
User ID: pjr Name: FORD Plant 001
Program: sosois.p Sales/Job: 5033534
Currency: UsD Ship Type:
Qty Change: 0.0 Price: 100.00
Shipper Number: Inv Mov:

Tance: 495.0
hange: 0.0
sh H o

Grade/Assay: =T
Reference: Batch:
Cost Data
Material: 100.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00
RCT-TR
Dr Acct: 1500 10000 1500
Cr_Account: S030
Amount: 10, 000.00 GL Reference: ICOF1220000003
3.21.1 Transactions Detail Inquiry ictrig.p

Again, we're hitting the normal inventory accounts. And of course our location is the one that

we' ve described in our sales order. So when we say we' re going to ship to our customer, it

transfersit to our consignment location.
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Transactions Detall Inquiry

QAD

Transaction: 17528

an Nbrg: 8
[Trans Type: CN-SHIP
Date: 12/20,0
Time: 20:39
= Date: 12/20/07
Remarks: 17527
O=er 10: Par
Program: sosois.p
Currency: USD
Qty Change: 0.0
Shipper Number:
Ship Date: 12/20/07

Site: 10000
Location: FORDOOL
Lot/Serial:
Inv Status: consign
Supplier Lot:
Grade/Assay:
Reference:

Material:
Labor:
Burden:

Dr Acct: 1502
Cr Account: 1503
Amount: 10, 000.00

3.21.1

n Transactions Detail Inquiry

Display E-Signature Details: No

Order: S033534

Revision: U
Item Number: 55-110

Description: EVAPORATOR, SERIES 1000
EA

Unit of Measure:
Address: ford0ol

MName: FORD Plant 001

Sales/Job: 3033534
Ship Type:
Price: 10.00
Inv Mov:

Inventory Data

Eegin Balance: 59
Quantity Change: 0.
gty Short: 0.
Begin Loc Bal: 1
Loc Qty Change: 0.
Expire Date:
Batch:
Cost Data
100.00 overhead: 0.00
0.00 Subcontract: 0.00
0.00 Cost Total: 100.00
CN-5HIP

GL Reference: IC071220000004

Transactions Detail Inquiry

Qutput: page

=}

cooowm
=]

12/20/07

406019

ictrig.p

But then we also get a third transaction which represents the consigned ship, our CN ship.

It also includes the consigned item and the consigned line and the shipper number, but it also
contains -- in the remarks field -- the transaction number of the transaction that initiated this
request. So now we' ve got separate transaction history records, but they’re linked together.

Doing some types of reports and queries on the system, you can tell the difference between a
normal inventory transfer and an inventory transfer that’s really a shipment of consigned goods.

This particular inventory transfer, in which we see the actual transaction number in the remarks
field, causes a cascade of transaction detail to account for what we're doing in this customer
consignment management of the movement and the money associated with it.
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Transactions Detall Inquiry

n Transactions Detail Inquiry 12/20/07
QAD
Transaction: 17523 Display E-Signature Details: No  Output: page
Tran Nbr: 17528 Order: 5033534 406013
Trans Type: CN-SHIP Revision: O
Date: 12/20/07 Item Number: 55-110
Time: 20:39 Description: EVAPORATOR, SERIES 1000
Effective Date: 12/20/07 Unit of Measure: EA
Remarks: 17527 Address: ford00l
User ID: pJr Name: FORD Plant 001
Program: sosois.p Sales/Job: 5033534
Currency: USD Ship Type:
Qty Change: 0.0 Price: 10.00
Shipper Number: Inv Mov:

Ship Date: 12/20/07

Inventory Data

Site: 10000 Begin Balance: 535.0
Location: FORDOOL Quantity Change: 0.0
Lot/Serial: Qty Short: 0.0
Inv Status: consign EBegin Loc Bal: 100.0
Supplier Lot: Loc Qty Change: 0.0
Grade/Assay: Expire Date:
Reference: Batch:
Cost Data
Material: 100.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00
CN-SHIP

GL Reference: IC071220000004

3.21.1 Transactions Detail Inquiry ictrig.p

And here you seethat we' ve updated the consignment accounts associated with either that |ocation
or that product line, that material.

We use standard transactions to book the accounts that we want and the locations that we want, and
we leverage all of the standard QAD Enterprise Applications functionality that we can, but then
we augment that with some consigned activity, and we link it all together.
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Reports

Consignment Inventory Report

Consignment Inventary Report X‘
@ GoTo ™ Actions | L Copy ~ @J Print % Preview
Prod Line: 1500 A T A
Item Mumber,| 0300002 Ta A
Lot/Serial: To pel
ABC Class: To
Sike: 10000 To: I
Grade: To
Aszay Percentage: 0.00% To: 0.00%
Ihventory Status| consign Tao: Pl
Expiration Date: TDZ
Summaryf’DetaiI
Dizplay Congignment D etail Output: page
Batch |D:

We also give you visibility of your consigned inventory in some consignment reports.
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Consignment Inventory Report (7.18.4.1)

Consignment Inventory Report

n Consignment Inventory Report 10/09/08 1
United States A
QAD
Ayvail Status Customer Supplier
Line Item Number Site ABC UM Qty on Hand Qty On Hand QOH Mon-nettable Consignment Consignment
2000 capacitor 10000 EA 99,434.0 99,434.0 0.0 0.0 48,000.0
capacitor
Customer Supplier Created
Location Lot/Serial Reference Gty on Hand <Consignment Consignment Expire  Grade Assay ¥ Status  Avail Net Owrls
Q0050000 13,000.0 0.0 15,000.0 11/15/02 0.00% sconsign Yes ¥es No
Q0050001 20,000.0 0.0 20,000.0 11/15/02 0.00% sconsign Yes fes No
Mvail Status Customer Supplier
Line Item Number Site ABC UM Oty on Hand Gty On Hand QOH Mon-nettable  Consignment  Consignment
2000 1ch100-45 10000 EA 198,115.0 197,840.0 275.0 275.0 .0
Circuit Board
Customer Supplier Created
Location Lot/Serial Reference Gty on Hand <Consignment Consignment Expire  Grade Assay ¥ Status  Awvail Net Owrls
Q0010002 125.0 125.0 0.0 10/22/02 0.00% consign  No Ho Mo
Q0010005 135.0 60.0 0.0 10/2z2/02 0.00% consign Mo Ho Mo
int10005 15.0 0.0 0.0 10/2z2/02 0.00% consign Mo Ho Mo

This consigned inventory report shows the items themselves, and what |ocations they’re in, and
then you can infer what consigned locations they belong to or what customers they represent. We
show consignment balances at the site records and at the location records to say how much of
customer consignment inventory isin either this site or in this location.

You can see that the customer consignment detail supportswhat’s found in that inventory location.
You look in your inventory location of your customer, and in there you can see the shipments that
make up that value. So you have visibility of the entire inventory that’s there and what shipments
support that.

And because thisis still consignment, things like commissions still have not occurred because you
have completed the shipment process, but certainly not the invoicing process. Many of those
additional functional areas are done as a result of the sales order being booked, costs of goods sold
and commissions and things like that. Another areais taxes; you get taxed on what’s been sold. So
they’re all deferred and they come back into play when the usage occurs.
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Consignment Inventory by Order (7.18.4.3)

Consignment Inventory By Order

J Conzignment Inventory by Ord.. |
M GoTo ™ Actions 7| L] Copy = [.?,J Print 4| Preview
Ship-Frarn] 100 [2] Tar
Sald-To 00010005 [2] Ta!
Ship-Te: 10040001 [2] To:
Item Number] 0300002 [2] Tol
PO Mumber: &2 To
Order| 5033531 Ter 5033535
Date Created| 10/9/2008 v | To 10/9/2008
Show Amounts:
Sort Option; 1
1 - By Ship-From. Customer, Ship-Tao, Order, Item, PO
2 - By Ship-From. ltem, Customer. Ship-Ta, Order, PO
Output:
Batch 1D:

Another view of the same consignment inventory is by order. This report shows you the
consignment inventory by order, not necessarily by specific location.

Thisreport alows you to see, “How much have | shipped to that customer?’ How much -- based
on this contract -- is still in stock, what's the aging factor of those shipments.

So we' ve got two reports: one is parts-centric and the other is order-centric, and thisis the kind of
visibility that we typically need to see in managing any inventory. So for consignment inventory, it
makes sense that we have this way of managing aswell. Thisallowsyour contract administrator or
materials manager who just wants to zero in on consignment to look at those specifics and have the
normal inventory reports just deal with the four-walled inventory.

Consuming Inventory

Up to now, we' ve talked about creating a contract, shipping material, and getting visibility of that
material at customers' consignment locations.

Now we're going to play the role of the customer coming back to you and saying they’ ve used
some of the inventory. We provide two mechanisms of doing that. One isthe eCommerce gateway,
and the other mechanism isto manually go in and say how much the customer has used.
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WE're going to play the part of someone receiving areport or getting a phone call from the
customer, periodically saying, “OK, we' ve used so much of the inventory.” We' ve got a number of
different usage creation transactions. A standard usage create transaction is for your everyday,
normal inventory, probably 90% of the population.

We also have a usage create based on authorization. So if you' re doing your customer schedule
netting, the customer is sending you shipping authorizations that you' re shipping to, that he can
reply in what authorizations and quantities based on those authorizations have been used. You
would use authorization usage create or reconcile his usage with what you’ ve shipped out.

You can also do usage by sequence. If you' re using customer sequence schedules, and alot of
automotive customers do use sequence data and sequence schedules, you can come in here by
sequence and tell the system how many sequences have been used. So there are a number of
different ways.

WE' re going to go through the normal inventory usage create.
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Inventory Usage Create (7.18.13)

Ship-To:
Sold-To: 00010002

Site:

Customer [bem:

PO Murnber:
Sales Order: 10070000

Item:

J Inventory Usage Create * |

Inventory Usage Create

Consigned |nventary Customer

Effective Date: 10/9/2008
Consume Al
Sart By

H GoTo v Actions v | Copy ™ @F’rint %) Preview

T
Tor
Tor
Ta
Ta

Customer Usage Data

Customer Usage Reference;
Sel-Bill Authaorization:

Dater 10/9/2008 »

Effective: 10/3/2008

Thisaworkbench type of screen. You work with one ship-to customer at atime. And the first piece
of information that you specify to the system isthe customer’s usage information, usage reference,

or audit ID.

Thisalows you and your customer to stay in sync with each other.

Aswith most QAD workbench screens and order entry screens, you have more or less heading
information that defaults to the lines and you can change it at the line level.

MQAD



Common Functionality 73

J Inventory Uzage Create |
M GoTo ~ Actions | Ll Copy ™ @,,J Print 4| Preview
Ship-To:
Sold-To: 00070002 Consigned |nventary Customer
Consignment Selection
Itemn Murnber Order Line OtyonHand UM Usage Oty UM Location
ich100-45 S020322 1 100  E& 00 EA 00010002
ich100-45 5020323 1 250  EA 00 EA 00010002
ich100-45 5020325 1 500 EA 00 EA 00010002
ich200-45 S020323 2 50.0 E& 00 EA 00010002
ich200-45 5020325 2 50.0 E& 00 EA 00010002
Consignment Detals
Item: icb100-45 Site: 10000 Location: 00010002
Order: 5020322 Ln: 1 Consumed Gty oo LIM: EA
PO Murnber: LatsSerial:
Customer [tem: icb100-45 Ref: ulti Entry:

Essentially you can select those orders for the ship-to location that you’ re on the phone with. You
get aselection list and can verify it asyou work. In this scenario, there's a quantity on-hand of 100
and we' re going to say that we' ve consumed 10 pieces.

Thisfunctionality works only for alegitimate consignment inventory associated with the customer
sales order or schedule. Because there is a bridge between what you'’ ve shipped out and what’sin
any consignment location, only that customer can take ownership of that inventory.

Through these transactions and a number of the usage transactions, the system won’t allow you to
cross-inventory, to ship to the wrong customer. All the inventory is marked by which customer it’s
shipped to and the contract it was shipped against.

So you have to come in with that contract and say how much you’ ve used. The system keeps track
and keeps the integrity of what you' ve shipped to that contract in sync. So every timeyou'rein this
screen, it’s validating.
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Inventory Usage Create

J Ihwentary Lzage Create % |
@ GoTo ™ Actions | | Copy ™ [9,..' Print % Preview
Ship-To
Sold-To: 0000002 Congigned Inventon Customer
Consignment Selection
Item Mumber Order Line QtyonHand UM Usage Oty UM Location
icb100-45 S020322 1 0.0  EA 00 EA 00010002
icb100-45 5020323 1 250 EA 00  EA 00010002
icb100-45 5020325 1 50.0  EA 00 EA 00010002
ich200-45 5020323 2 50.0  EA 00 EA 00010002
icb200-45 5020325 2 50.0  EA 00 EA 00010002
Customer Usage Data
Customer Usage Reference:| icbh100-45x Date] 10/9/2008  »
Sel-Bill Authaorization: Effective: 10/9/2008  »

After you put in how much you’ ve used, you’ ve got an opportunity to put in usage data for that
specific part. So for here, we've plugged in some information.
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Inventory Usage Create

J Inventory Usage Create X |

4 GoTo ~ Actions v Ll Copy ™ @ Print & Preview

Ship-To:

Sold-To: 00010002 Consigned Inventory Customer
Consignment Selechon
Itern Mumber Order Line OtyonHand UM Usage Gty § UM Location
ich100-45 S020322 1 10.0 EA 10.0 EA 0001 0002
ich100-45 5020323 1 250 EA 00 EA 00010002
ich100-45 5020325 1 50.0  EA 00 Ea 00010002
ich200-45 5020323 2 50.0  EA 00 EA 00010002
ich200-45 5020325 2 50.0  EA 00 Ea 00010002
Conzignment Detads

Itern: icb100-45 Site: 10000 Location: 00010002
Order: 5020322 Lr: 1 | Consumed Qiy: 100 | UM:EA
PO Murnber: Lat/S erial:
Customer [tem: ichl100-45 Fef: bdualti Ertry:

Going through the workflow of the screens, after you’ ve said how much you’ ve consumed, you go
through a confirmation process. And when you deal with serialized items, you get the individual
serial numbers. Thisisall serialized and lot-compliant. So it has the standard: you can put in one
serial number or you can go and do multi-entry and select which serial numbers to apply
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Inventory Usage Create

J Inventory Uzage Create 3553|

# GoTo ™ Actions 7| L] Copy ™ [9,) Print & Preview
Ship-To | Js)

Sold-To: 00010002 2| Consigned lrventary Customer
Site: T
Cusgtomer [berm: Tao
PO Mumber: To
Sales Order: 10010000 To
Item: T

Effective Date: 10/9/2008
Consume Al

Sort By:

Process complete
Eatch created: 3, Invoice created: V20316

Then finally the system generates a batch id for audit purposes. Every time you comein through
here and you’ ve been on the phone with the customer and they’ ve said they’ ve used so much
material and they’ve used so much of parts A, B, C, and D, you go ahead and create this usage
transaction. You get an audit ID, so now you can reconcile any questions to a particular batch

number.
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Consuming Inventory: Reporting and Posting

Transaction Detail Inquiry

N

QAD

Transaction:

Trans Type: I55-50

Program:
Currency:

Qty Change:
Shipper Mumber:
Ship Date:

Site:
Location:
Lot/5erial:
Inv Status:
Supplier Lot:
Grade/Azsay:
Reference:

Transactions Detail Inquiry 12/21/07
17533 Display E-Signature Details: Mo  OQutput: page
Order: 5033534
= gpn: 0
.
09:29 DESCripLTOn: EVAPURGTUR, SERIES 1000
2107 Unit of Measure: EA
Address: fordool
Mame: FORD Plant 001
SOChUac. p Sales,/Job: 5033534
uso Ship Type:
0.0 Price: 10.00
Inv Mov:
12,20,/07
Inventory Data
10000 Begin Balance: 595.0
FORDDO1 Quantity Change: 0.0
Qty Short: 0.0
consign Begin Loc Bal: 100.0
Loc Qty Change: -10.0

Expire Date:
Batch:

Now that you’ ve recorded that the customer has used a portion of your shipment -- 10 pieces out of
100 that were shipped -- you come through a transaction history with these screens and see what

the system has booked.

The first thing you notice is that now you get a sales order issue for those pieces. We've

documented the consignment item and the consignment order. We' ve left the invoice blank; in

QAD Enterprise Applications, that Remarks field is reserved for the invoice. So we do the

standard sales order issue transaction.
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r Acct:
Cr Account:
Amount :

Dr Acct:
Cr Account:
Amount :

Dr Acct:
Cr Account:
Amount :

Dr Acct:
Cr Account:
Amount :

Dr Acct:
Cr Account:

3.21.1

\ Amount: 1, 000.00)

Material:
Labaor:
Burden:

Dy 5070

1500
0. 00

6480
1500
0.00

6435
1500
0. 00

6860
1500
0. 00

5050
1500

Site: 10000
Location: FORDOOL
o T
Inv Status: consig
Supplier Lot:

Grade/Assay:
Reference:

n

100.
0. 00
0. 00

10000
10000

10000
10000

10000
10000

10000
10000

10000
10000

Transactions Detall Inquiry

Inventory Data
Begin Balance: 595.
Quantity Change:

Qty Shor o
Loc Qty Chang -10.
EXPITE Ddle,
Batch:
Cost Data
oo overhead:
Subcontract:
Cost Total:
I155-50
500
1500
GL Reference:
I155-50
1500
1500
GL Reference:
I155-50
500
1500
GL Reference:
I155-50
1500
1500
GL Reference:
I55-50
1500
1500

GL Reference:

Transactions Detail Inquiry

0.00
0.00
100.00

ICO71221000005

ictrig.p

You've decreased the inventory portion of the books, because that’s your inventory that you' ve

used.
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Transaction Detall Inquiry

n
QAD

Transaction: 17534

Transactions Detail Inquiry

Display E-Signature Details: No

an Nbrs 4 Order: 5033534
Trans Type: CH-USE Be ons 0
Uate 0 Item Number: 55-110

Transactions Detail Inguiry

12/21/07

OQutput: page

Time: 09:29 Description: APORATOR, SERIES 1000
Effectjus Dates (2107 Unit of Measure: EA

Address: fordool

U==r 10T Bir Name: FORD Plant 001

Program: socnuac.p Sales/Job: 5033534

Currency: UsD Ship Type:
Qty Change: 0.0 Price: 10.00

Shipper Number: Inv Mov:
Ship Date: 12/20/07
Inventory Data
Site: 10000 Begin Balance: 585.0

Location: FORDOOL Quantity Change: 0.0
Lot/Serial: Qty Short: 0.0
Inv Status: consign Begin Loc Bal: 90.0

Supplier Lot: Loc Qty Change: 0.0
Grade/Assay: Expire Date:
Reference: Batch:
Cost Data
Material: 100.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00
CN-USE

GL Reference: IC0O71221000006

ictrig.p

Here is aconsigned use transaction. This contains the remarks from the inventory transactions of
the previous sales order issue, so that the two are linked together. And as you can see, this deals
with just the consignment accounts. So the end result of thisis, they said they’ ve used 10, you've
booked 10 in the cost of goods sold, you reduced your inventory by 10, and you reduced your

consigned value by 10.
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Usage Report by Order

J llzage Report by Order v”v|

# GoTo ™ Actions *| Ll Copy ~ [9,,' Print 4] Preview
Ship-From: Ta
Sold-Tao: To
Ship-To: To
Itern Nurmber: Tao
PO Mumber: To
Order: 100710000 To
Effective Date: 10/9/2008 To: 10/9/2008
Batch: Tao
Cust Uszage Ref: Ta:
Customer Uzage D ate: To

Dizplay Shipment Details:
Sort Option: 1
1 - By Ship-From, Customer, Ship-To, Order, Item, PO
2 - By Ship-From, Item, Customer, Ship-To, Onder, PO
Output] page A2
Batch |D: yal

Here'sareport that shows usage for any of the orders. And again, you' ve got usage reports by
different selection criteria: by authorization, by sequence, and so forth.
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Usage Report by Order

n Usage Report by Order
QAD QAD 302 QP
Site: 10000 Main Plant Site Sales Order: 5033534 Line: 1
Sold-To: fordoOl FORD Plant 001
ship-To: fordool FORD Plant 001
Item: 55-110 EVAPORATOR, SERIES 1000
Cust PO Nbr:

Effective | Batch ID

12,/21,/07 11
Cust Usage Date Trans Mbr Lot/Serial Authorization Usage Qty
Cust Usage Ref Invoice Ref 5elf-B111 Authorization Cum Qty

210 17533 10.0
FORDOO1-12,/2007 10.0

End of Report

Thisisausage report by order. Per the batch 1D, you have the detail s of what's been used. The
usage data, the customer’s usage data, so you can seetheir references. The self-billing number, the
transaction number and the usage quantity. We also provide an accumul ative usage quantity for
that contract.
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Sales Order Maintenance

M GoTo ™ Actions 7| L Copy v [E;JF'rmt s Preview | @ Attach

Attachments

Header | Lines

I Header B b | 2 b b | g | 2

Header
Order] 5033534 2 Sold-Ta: 07000000 Eill To: 1000000 Ship-To: 07000000

SoldTo Ship-To

Detais

Order Date; Line Pricing; Confirmned:
Fequired D ate: Manual: Currency: Language:
Promise D ate: Siter: Tawable:
Due Date: Channel: Fixed Price
Perform Date; Praject: Credit Terms:
Piicing D ate: Credit Terms Interest %
Purchaze Order; Fieprice:

Remarks; Entered By:

T

And finally, if we go back into Sales Order Maintenance (7.1.1), you can see that thereisa
guantity available to invoice. Out of the 100 that we' ve initially shipped, we have 10 to be
invoiced. And this our standard mechanism to initiate the invoice process.

Only when we had the usage notification from the customer did the sales order issue trigger asa
result of that processes. Thisiswhat we would see normally following a successful shipment,
again deferred because of the fact that we' ve introduced this consignment element on the customer
side.
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@ GoTo -

Transaction:

Progranm:

J Transactions Detail Inquire % |

Tran Mbr:
Trans Type:

D ate:

Time:
Effective D ate:
Remarks:

Uszer ID:

Currency:

Gty Change:
Shipper Humber:
Ship Date:

Transaction Detalil Inquiry

Actions | Ll Copy ™ [;?;JF'rint % Preview

17630

17630
CH-USE
10/9/2008
11:14
10/9/2008
17629
mifg

. S0ChUaCc.p

usD
0.0

1041542004

Output] page

Order: 5020322
Fievision:
Itemn Murnber: icb100-45
Description: Circuit Board
Unit of Measure: E&
Address: 000710002
Mame: Conzsigned |nventory
SalesAlob: 020322
Ship Type:
Price: 100.00

Irventany b

Here’'s what you see after you' ve printed the invoice print posted. You can see that the invoice
number is now in the remarks field. That was the reason that we didn’t put “consigned” or any
other termin that field, because it’'sreally atrigger in the invoicing process.
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Customer Schedules Control

J Custormer Schedules Control % |

# GoTo - Actions | Ll Copw ™ [;9,,' Print 4| Preview
Iext Container; 10
Pre-Shipper Sequence 10 00000000 42| Preshipper -Document Type 01
Shipper Sequence D 00000001 2| Shipper - Document Type 01
Maszter Bill Sequence 10 00000002 | Master Bill of Lading - Type 0
Shipper Document Format; 01 2| Created autornatically

I aster Bill Diocurnent Format;

Max Lines on a Pre-Shipper; 0

Shipping Label Templates

Mied Load Label:
Master Load Label:
Single Load Label:
Usze Shipper Mumber for Invoice:
Congolidate [rvoices: ¥ Frint [revoice:
Require Inventory Movement Codes: Sum History - ltems:
Maintain Trailer Amaunts: Sum History - Containers:
Shipment Info For Receipts: Automatic Cum Pegging: ¥
Use Ship/Plan PCR: Customer Ref |z Customer ltem:

Finally, one of the features that we' ve taken advantage of is an automatic invoice post option. We
imagine alot of eCommerce transmission of inventory usage from your customers, so we took
advantage of this setting in the shipper container control program. Otherwise, you would end up
doing alot of manual processing.
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J Inventory Uzage Create X|

Inventory Usage Create

# GoTo - Actions ~| L] Copy ~ @Print %] Preview

Ship-Ta | ol
Sold-To: 00070002 2| Consigned |rwventony Custorner
Site:
Customer [bem:
PO Murnber:
Sales Order: 10010000
Item:

Effective Date: 104942008
Consume &l
Sort By

Frocess complete
Batch created: 9, Invoice created: V20316

Tao
To
To
T
Tao

And so thisisset to “yes’, then you'll seein the inventory usage auto create and all the other auto
creates, that not only doesit create a batch ID, but it also creates an invoice and confirms that

invoice has been created.
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Summary

Summary

Course Overview

Introduction and Business Overview
Design Considerations

Set Up and Controls

Common Functionality

Additional Functionality

Summary

We' ve comefull-circle. We ve set up acontract, we' ve shipped to that contract, they’ ve responded
and said how much they’ ve used inventory, and we' ve gone through the billing cycle.

For the people who are managing sales order, actual physical shipment, and even those people on
theinvoicing end, it’'s pretty much business as usual. And those people who are responsible for
managing, “What inventory do | own at my customer, what is consignment, “can monitor the age
of that, watching it reach its limits, and can contact the customer with what the consequences are
going to be of its reaching that aging date.
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Customer Consignment Inventory

Customer Consignment Inventory

» Course Overview

Introduction and Business Overview
Set Up and Controls

Common Functionality

Additional Functionality

Summary
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Additional Functionality

Additional Functionality

Inventory Reports
Returns and Corrections

Adjustments
Cycle Counts
Physical Counts
Cost Adjustments
Consignment Balance

Aging

Now we're going to look at some additional functionality. We're going to look at some inventory
reports again geared towards customer consignment, some returns, and corrections.

We'll look at what happens when we conduct audits, and then come the adjustments from physical
counts.

WEe'll examine any cost adjustments we may want to make associated with the value of inventory
and dealing with consignment balances.

And finally we'll look at aging in a bit more detail.
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Inventory Reports

Inventory Reports

Valuation Reports
Cycle Count Worksheet
Physical Tag Create
New Options
Exclude Consigned Shipments

Include Consigned Shipments
Only Consigned Shipments
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Inventory Valuation Report

J Irventary Valuation Report )(|

M GoTo ™ Actions ~| L Copy ™ @ Print 4 Preview

Include

Ol

Congigned Shipments 2

Conzsigned Shipments 32

Prod Line: Pl To: Pl
Item Murmber: 2 To: A
Supplier: A2 To: pel
ABC Class: Tor
Site: o To: 2
Giroup: To
Item Type: rel To: pel
Include Megative lbventan:
Include Mon-nettable lrventony: W
Include Zero Quantity:
| : X
| Customer Consigned:| Exclude I
Actiong T @J Print
Search [1) [
Yalue - | | starts at v | Exclude 4= i
Records per page: |100 - @ @ Q‘) b.\l\.'
alue ¥ Desciofion & F Code Pd
3 Exclude Cansigned Shipments

If you want to balance between your inventory accounts then you exclude your customer
consignment inventory because they’ re not physically represented in your four walls.
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Cycle Count Worksheet Print (3.13)

Cycle Count Worksheet Print

J Cycle Count*Worksheet Print |

d GoTo - Actions *| L] Copy ™ @ Print 1+ Preview §’ Attach
Attachments
Item Mumber; 2 To:
Product Line: A Tar
Type: P To
Site: A Ta
Lacation: A To:

Last Count; To v |
ABC Clags: To
Mumber of ltems] 99933335 A 0% E: 0% C 0% Other; 0%
Sort by ltem or Site ltem v | Randomize Selection;
I Customer Conzigned: Exclude 2 I Supplier Conzigned: Exclude
Pazt Due Only: Frint Quantity OH:
Mew Page on Site: Include Zero Quantio:
Mew Page an Location: Include Megative Inventan:
Frint Bar Code: Include Phantomn [tems: Output:

Batch ID:

Field Definitions

Customer Consigned. Thisfield has an effect only when you are using the Customer
Consignment Inventory module.

Select Exclude (the default), Include, or Only to indicate how consigned inventory should display
on this report or inquiry.

« Exclude displays non-consigned inventory only.

« Include displays both consigned and non-consigned inventory.

 Only displays consigned inventory only.
You do not typically include customer consigned inventory in physical inventory functions since

thisinventory does not actually reside at your site. It is physically located at the customer site and
only tracked in the system until used by the customer.

Here's the Cycle Count Worksheet. You have the option for the consigned inventory.

You can use this for a customer audit where you' re counting the inventory on-site and anything
unreported in the adjustment goes to billing.
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M GoTo -

Site:

|
Locatior:

Product Line:

tem Tag Create

ltem Tag Create

Actions 7| L] Copy ™ [Q,JF'rint = Preview

ol

-

Item Murnber:
ABC Class:

Starting Tag Mumber:

Include Zera Quantity:

Include Negative Quantity;

1 93333333

I Customer Congighed

| Exclude 2 I

Supplier Consigned:

Sort Option:

| Exclude o

1

1 - Itern, Site, Location, Lot/ Serial
2- Site, Location, ltem, Lot/ Serial
3 - Item, Lot/Serial, Site, Location

To
To
Tor
Tor
To

Tags Available |

o

Tag creation offers the same options for consignment inventory.
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Returns and Corrections

Returns and Corrections

Sales Order Shipments
Negative Shipments

Yes/No Prompts
Correction?
Return to Stores?
Customer Credit

Shippers
Unconfirm (Reversal)
Negative Shipments (Customer Credit)

For returns and corrections, consignment prompts you specify whether the transaction isareturn
or acorrection.

With shippers, we' ve taken abasic approach. If you do a shipper unconfirmed it's going to reverse
out any of the consignment booking and any of the consignment transfers that have occurred. And
if you do a negative shipment, a negative shipper, you are crediting the customer.

MQAD



Sales Order Shipments (7.9.15)

Additional Functionality 95

Sales Order Shipments

Sales Order Shipments

L | 2, =} Gopy-~ [E,,J Print 4 Preview §’ Attach
Altachments
Order: 10010000 Ship Allocated: Sold-Ta: 000710005
Effective: 10/9/2008 Ship Picked: Consigned Irnventony Custamer
Sales OrderLine ltems
Ln  Item Number T Oty Alloc Oty Picked
1 icb100-45 100.0 i1}

WARMIMNG: Megative quantity entered for a Conzigned Line [tem

Are pou carrecting an earlier shipment?

es
Line: 1 Cancel B/O Siter 10000
| uantiy 250 | Lot/Serial
Itemn Mumber: ich100-45 UM: E& Reference:
Description: Circuit Board bulti Entrye

Siter

To Ship Backaorder Site
0.0 100.0 10000

Loc: 200

In sales order shipments we have prompts to recognize that thisis a negative quantity on a
consigned lineitem. And we just want to clarify what's going on. And if the response isyes, it

does the transfer back into stock.
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Sales Order Shipments

Sales Order Shipments
L] > > L] Copy-m @,,J Print % Preview §’ Attach
Altachments
Order: 10010000 Ship Allocated: Saold-Ta: 00010005 Site:
Effective: 10/9/2008 Ship Picked: Consigned Inventary Custormer

Sales Order Line ltems

Ln  Item Mumber T Gty Alloc: Oty Picked To Ship Backaorder Site
1 icb100-45 100.0 0o 0o 100.0 10000

Are you returning material from a consignment location?

Line: 1 Cancel B/O: Site: 10000 Loc: 200
I (Juantity: -25.0 I Lat/Serial:
Itemn Mumber: ich100-45 LM: EA Reference:
Dezcription: Circuit Board bulti Ertry:

If itisnot acorrection, if you are physically returning material from a consigned location, then the
customer is saying, “Just take back the material.” They’re not going to buy it, they just need to
bring it back into your location.

And so the end result is the same: we're going to do an inventory transfer, but we want to clarify
that action from a customer credit action. And we only see these prompts if these were sales order
or scheduled lines that were initially designated as consignment. Otherwise we would never see
these products.

Finaly, if you say that it’s not a correction, if you say you' re not returning material, the system
respondent says, “OK, it's a customer credit.” And it'll do the ISS-SO for the negative amount
instead of any of the consigned transfer. And then thiswill then do the reversal of the
commissions.

And if you sold it to the customer, they took it down to the shop floor, figured out there was a
quality problem with it and they returned it, it istheir material they’re returning so they get a
customer credit on that.
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Additional Functionality

Adjustments
Cycle Counts
Physical Counts
Cost Adjustments
Consignment Balance
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Cycle Counts

Cycle Count Flow

Count Items

Enter Count

Results Recount Inventory

Results Balances

Determine
ltems to Create
Worksheet
Count
| ‘ Enter | | Update

M QAD

Here'sthe cycle count flow. This represents essentially a supplier audit capability.
The normal cycle count flow is:

1 Determine what's to be counted

2 Create aworksheet

3 Count theitems

4 Enter what the count is or initiate a recount

5 Update the balances
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Cycle Count Results Entry

J Cycle Count Results Entry |
4 GoTo ™ Actions 7 | Copy ™ [.%J Frint % Preview
Cycle Count Type (I/R]: Initial
Itemn Mumber: P5-532 Talerance Method: ok
Site: 20000 Tolerance Percent: 5.00%
Location: Tolerance Amaourt: 500.00
Lat/Serial: GL Cost: 0.0
Reference: Last Count: 10/3/2004
Description: 5% Power Supply Oty on Hand: 8.675.0 I
I Quantity Counted: 8.665.0 I Gty On Hand Variance: 2%
Unit of Measure: EA Annual Usage Y ariance:
UM Conversion: 1.0000 Arnount ¥ ariance: 0.00
Remarks:
Effective Date 10/3/2008  +
Dr&cct: 1500 20000 2000 Cr &cct) 5900 ~2 || 20000 A | 2000
Amaunt: 0.00

In this example, we' re showing a discrepancy at a consignment site. The result will be that we
reduce the balance and the customer takes ownership of the missing item.

Field Definitions
Location. Identifies this inventory quantity’s location.
L ocation codes identify physical |ocations where inventory is stored.

Every item in inventory is associated with alocation. A given item may be stored in multiple
locations. The location code must be specified on every inventory transaction--issues, receipts,
transfers, and counts.

L ocation code can be used to select specific information to appear on reports and inquiries.

Inventory characteristics -- Expire Date, Grade, Assay%, and Inventory Status -- can be changedin
Inventory Detail Maintenance. Inventory Transfer can change Location and Site.

Qty Counted. The quantity counted for thisitem at this site and location. Only the items with
the specified lot/serial and lot reference number are included in this count.

If the cycle count typeis Initial, the quantity on-hand is compared to the count quantity. If the
difference is within the allowed error tolerance, the item quantity on-hand is updated to the count
amount. If the difference is more than the allowed error tolerance, an error displays and a recount
isrequired.
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If the cycle count type is Recount, the quantity on-hand is updated to the count amount eveniif itis
out of tolerance.

See Also
Cycle Count Results Entry [icccg.p]
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Transactions Detall Inquiry

n Transactions Detail Inquiry 12/21/07
QAD
Transaction: 17543 Display E-5Signature Details: No  Output: page
Order:

TaTET o
Time: 11:42
Effective Date: 12/21/07
Remarks:
User ID: pjr
Program: icccaj.p
Currency: USD
Qty Change: 0.0
Shipper Number:
ship Date:

Revision: O
Item Number: 55-110
Description: EVAPORATOR, SERIES 1000
EA

Unit of Measure:

Address:

Name:

Sales/Job:

Ship Type:
Price: 100.00

Inv Mow:

Inventory Data

Begin Balance: 575.0

Locatio Quantity Change:
Lot/Sertal:
Inv Status: N-N-N
Supplier Lot:
Grade/Assay:
Reference:
Cost Data
Material: 100,00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00
CYC-CNT
Dr Acct: 1500 10000 1500
Cr Account: 5500 10000 1500

Amount: -100.00

GL Reference: IC0O71221000013

Thisinquiry shows

» Theinventory transaction (CY C-CNT)
» Thelocation (FORD001)

» The quantity change (-1.0)

Asnormal, the result is posted to a variance account.
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Transaction Detall Inquiry

n Transactions Detail Inquiry 12/21/07
QAD
Transaction: 17544 Display E-Signature Details: Mo  Output: page

Order:
Revision: O
Item Number: 55-110
Description: EVAPORATOR, SERIES 1000
Unit of Measure: EA

Address:
User IDW p] Name:
Program: icccaj.p Sales/Job:
Currency: USD Ship Type:

Qty Change: 0.0 Price: 100.00
Shipper Number: Inv Mow:

ship Date:

Inventory Data
Begin Balance: 574.0
Quantity Change: 0.0

Qty Short: 0.0

Loc Qty Change: 1.0
TR

Location: FORDOOL
La =F

Inv Status: N-N-N
Supplier Lot:

Grade/Assay: T
Reference: Batch:
Cost Data
Material: 100.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 100.00

CN-CNT
10000 1500
10000 1500

Dr Acct: 1500
Cr Account: 5300
% a3 ol

GL Reference: IC071221000014

But we also recognize that this was a consignment location. So what we reverse the reduction in
inventory for consignment purposes. We're going to add that item back in because we want to

book it as asale and reduce it as asale.

This CN count actually adds inventory back into that location just for the purpose of sellingitin

the next transaction.

But what we do is to indicate the instigating transaction in the remarks. The remarks field shows

the inventory transaction of the cycle count adjustment.

We made the cycle count adjustment to put it back in, but only so we could book a sales order
transaction. All this happens at the same time. There’s no deviation, there’s no interruption, there's

no manual intervention here.

It backs out what was previously booked.
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Transactions Detall Inquiry

n Transactions Detail Inquiry 12/21/07
QAD
Transaction: 17545 Display E-Signature Details: No  Output: page
an Nhrs K Order: 5033534
Revision: O
Dater o Item Wumber: 55-110
Time: 11:42 Description: EVAPORATOR, SERIES 1000
Effective Date: 12/21/07 Unit of Measure: EA
Remarks: Address: fordool
User ID: p3jr MName: FORD Plant 001
Program: jcccaj.p sales/Job: 5033534
Currency: USD ship Type:
Qty Change: 0.0 Price: 10.00
Shipper Mumber: Inv Mov:

Ship Date: 12/20/07

Now we can book it to the cost of goods sold. Instead of creating a new transaction we leverage the
transactions that we need to and create consignment transactions to do only those things that will
link the two. The main difference is that with abnormal cycle count reduction of inventory inside
the four walls, you lose that money. But when it's a cycle count reduction at the customer’s side
the customer paysfor it.
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Item Cost Maintenance (1.4.9)

ltem Cost Maintenance

Itern Cost Maintenance *

# GoTo ~ Actions 7| | Copy ™ [9,,' Print ) Preview §’ attach
Attachments
Iterm Mumber: 55-110 Description: EVAPORATOR.SERIES 1000

Unit of Measure: E&

Totals
Totals: 110,00 0.00 110,00 02/22/08

GL CostData[Site: 15000 / Set Standard)

| Element Thiz Level Lower Level Total Fri Category A
I aterial 110,00 0.00 110.00 M aterial
Labar 0.00 0.00 0.00 Labor
Burden 0.00 0.00 0.00 Burden
Overhead 0.00 0.00 0.0o Overhead
Subcontr 0.00 0.00 0.00 Subcontr

Cost Adjustments

Typicaly when and item’s cost changes, all of the inventory is revalued. The same principle
applies to consignment inventory. Here's a situation where we' ve gone into item cost maintenance
and increased material cost by $5.00 to $110.
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Transactions Detall Inquiry

n Transactions Detail Inquiry 01/16/08
QAD
Transaction: 17567 Display E-Signature Details: Mo Output: page
Order:
Rewision: O
T Item Number: 55-110
Time: 10:15 Description: EVWAPORATOR,SERIES 1000
Effectiwe Date: 01/16/08 Unit of Measure: EA
Remarks: Address:
User ID: mfg Mame =
Program: ppptnt03.p sales/Job:
Currency: AUD Ship bes
Gty Change: 0.0 W
Shipper Humber: I Mo s
Ship Date:
Inventory Data
Site: 10000 Begin Balance: 574.0
Location: FORDOOL GQuantity Change: 0.0
Lot/Serial: Q horts: 0.0
Inv Status:
Supplier Lot: Loc Oty ange: 0.0
Grade/Assay : Expire Date:
Reference: Batch:
Cost Data
Material: 110.00 Owverhead: 0.00
Labor: 0.00 subcontract: 0.00
Eurden: 0.00 Cost Total: 110.00
CST-AD]
Dr Acct: 1500 10000 1500
H | 10000 1500
Amount: 395.00 GL Reference: ICO20116000002
3.21.1 Transactions Detail Inquiry ictrig.p

The normal booking of this transaction is a cost adjustment and that hits all of inventory for the
difference: 89 pieces X $0.75. So your inventory account has been updated.
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Transactions Detall Inquiry

n Transactions Detail Inquiry 01/16/08
QAD
Transaction: 17568 Display E-Signature Details: No  Output: page

Order: 5033534

Trans Type: CN-ADJ Revision: O
Date: O Brus Item Number: 55-110
Time: 10:15 Description: EVAPORATOR,SERIES 1000
Effectiye Dates O BSOS Unit of Measure: EA
Address:
U= oy g Hame :
Program: ppptnmt03.p Sales/Job:
Currency : AUD Shig bes
Qty Change: 0.0 m
Shipper Humber: I s
ship Date:
Inventory Data
S1te: 10000 EBegin Balance: 574.0
Location: FORDDOL Quantity Chang
Lot/Serial: 0

al!
Inv Status: MN-H-N Eegin Loc B .0

Supplier Lot: oC Uty ang
Grade/Assay : Expire Date:
Reference: Batch:
Cost Data
Material: 110.00 Overhead: 0.00
Labor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: 110.00
CH-AD]
GL Reference: ICOS0116000003
3.21.1 Transactions Detail Inquiry ictrig.p

Now we update the consigned accounts as well, using remarks to link the two together.

Here are the consigned accounts being updated with the similar value.
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Transactions by Item Report

OL/16/08 15:14:54

QAD QAD 302 QP Page:2
Eff Date Order Address
pate Sales/Job Shipper Number  Inv Moy quired Loc Qty Change  Location T End Balance
2107 1zfzlio7 S03353% fordool 0.0 0.0FORDOD1 574.0
5033534
2f21f07  12/21/07 495.0 0.0100 574.0
2f21/07  12/21j07 574.0 0.0FORDOD1 574.0
22107  12/21/07 S033534 0.0 0.0FORDOOL 574.0
22107 1zf21f07 S03353% 0.0 -3.0FORDOO1 76.0
1/16/08 01/16/08 495.0 0.0100 574.0
1/16/08  01/16/08 o740 0.0FORDOD1 574.0
1/16/08 01/16/08 5033534 0.0 0.0FORDOOL 574.0
MON-INVENTORY TRANSACTIONS
1/22/00  11/22/00 1640WO-CLOSE 03020014 0.0 o0 M
tem: 55-110 Site: 15000  EVAPORATOR,SERIES 1000 W EA
4/23/06  04/23/06 13593 C5T-A00 -525.0 0.0100 525.0
5/05/06 05/05/06 13924 RCT-UNP 0.0 1.0100 5240
05/05/06
5/05/06 05/05/06 13925 RCT-AUNP 00 5000100 -24.0
05/05/08
0/19/06  10/19/06 16788 RCT-UNP 0.0 1240100 100.0
10/19/08
MON-INVENTORY TRANSACTIONS
1/22/00  11/22/00 1641 WO-CLOSE 03030015 0.0 0.0 M
1/22/00 11/22/00 1759WO-CLOSE 03100109 0.0 0.0 M
1/22/00  11/22/00 1760WO-CLOSE 03100110 0.0 0.0 ™M
tem: G543 Site: 10000  10wm ball bearing e
5/19/01  05/1%/01 2085 155-UNP 0.0 -1.0 -1.0
5/19/01  05/1%/01 2086 RCT-UNP 0.0 100.0 9%.0
05/19/01
5/20/01 05/20/01 90 155-50 200049 WANS 150.0 -150.0 -51.0
200045 V300010 05/20/01
5/20/01 05/20/01 2091 RCT-UNP 0.0 S00.0 445.0
05/20/01
5/20/01 05/20/01 2092 RCT-UNP 0.0 -400.0 49.0
05/20/01 %
5/20/01 05/20/01 2094155-50 200050 WANS 150.0 -150.0 -101.0
200050 V300018  05/20/01
5/20/01 05/20/01 2095 RCT-UNP 00 1010 0.0
05/20/01
5/21/01 05/21/01 2100155-50 200052 WANS 150.0 -150.0 -150.0
200053 V300019  05/21/01
5/21/01 05/21j01 2102 RCT-UNP 00 1500 0.0
05421401

As a snapshot of all these transactions going on behind the scenes, thisis a transactions by item
report. And you can see in the columns of the remarks fields or the type fields the consignment
activity going on, or you can see the difference between the consigned remarks or atransaction 1D
or aninvoice for a sales order shipment.

You get a clear indication, when you do these reports, of what's linked together. Using this, you
can research what activity has taken place through consignment history.
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Consignment Adjustment

J Conzignment lnventory Adjust., *

@ GoTo ™ Actions ¥ | Copy ™ [9,..' Print 4] Preview §’ Attach
Attachrments
Itern Mumnber: 10-20000-001 Lat/S erial Contral: UM: E&

Description: MOMAD(TH) COOLING SYSTEM
AUTOMOTIVE UMIT

Qluantity: 1.0 Sitez 15000 el
Unit of Measure:| E& A Location; 200 ~
Conversion: 1.0000 Lot/Sernal; A
Reference: A2
bulti Entry:
Unit Cost: Total Qty:
Order: Total Cost:
Lire:
Remarks:
Project: Dir Acct:
Effective Date: CrAcct:

The consignment inventory adjustment is really a manager’s screen, where someone who is
perhaps the cost accounting manager or someone well-placed in inventory or materials
management might do an adjustment, in much the same way someone on ageneral ledger side
might do ajournal entry. That's the sole purpose of this type of transaction. It's not for everybody,
it's not for everyday use, but it's there to get you out of trouble and to reconcile things.
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n
QAD

Transaction:

Time:
Effective Date:
Remarks:

User ID:
Program:
Currency:

Qty Change:
Shipper Number:
Ship Date:

Site:
Location:
Lot/Serial:
Inv Status:
Supplier Lot:
Grade/Assay:
Reference:

Dr Acct:
Cr Account:
Amount:

an Nbr: 0
Trans Type: CN-AD]
Date: 70

Material:

1502
1503
-315.00

Consignment Adjustment

Transactions Detail Inquiry

17550

7
12:00
12,/21,/07

pir
socnadj.p
usp

-3.0

10000
FORDOOL

N-N-N

105.00
0.00
0. 00

Labor:
Burden:

Display E-Signature Details: No

Unit of Measure:

Inventory Data

12/21/07

Output: page

Order: 5033534
Revision: U
Ttem Number: 55-110
Description: EVAPORATOR, SERIES 1000
EA

Address:

Name =

Sales/Job:

Ship Type:
Price: 105.00

Inv Maov:

Begin Balance:
Quantity Change:
Qty Short

Batch:
Cost Data
Overhead: 0.00
Subcontract: 0.00
Cost Total: 105.00
CN-AD]
GL Reference: IC071221000020

And here’s aview of the consignment adjustment being created.
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Aging

Aging

Maintain Dates
# of Days
New Date

Change ownership status
Reporting

Asasupplier, you use this functionality when you ship material to your customer and you want to
record how long they’ ve kept your material.

WEe've shown in the past how you ship the material out and how an aging day is calculated. It's
calculated into the future. We give you reports so you can maintain and have visibility of those
dates. And we have maintenance screens that allow you to manage those dates. We imagine you
and your customer being on a phone when these dates start to arrive, and they say, “ Oh, can we
have another three months?’ Or, “Can you give ustill the end of the week before we use this
material?’ We a so give you the ability to change ownership status at any time, so if you and your
customer come to an agreement and say, “Let’s just change ownership of it, “you both can do it at
the same time.
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Aging Inventory Update (7.18.10)

Aging Inventory Update

Aging Inventory Update X
A GoaTo = Actions | L Copy ~ @,,J Print 4 Preview
Sold-To 1005000
Ship-Tar re
Ship-Frorm: e To P
Item Mumber; P To
PO Mumber: A To
Order: sl To P
Ship Dater 10/13/2008  » Tof 10A13/2008  »
boedvae ]  —
Effective Date 10/13/2008

Thisis an aging inventory update screen. It's a workbench that allows you to go into each
shipment and change the date.

If you' ve renegotiated this with your customer, you can go in here and update it, and you can go
giveit anew date or add additional days.

There is also a batch update allowing you to enter adate for an entire order and it updates all the
dates or adds, as you specify.
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Aging Inventory Report by Order (7.18.4.7)

Aging Inventory Report by Order

J Aging Inventory Report by Order X

@ GoTo ~ Actions ~| L] Copy = @F’rint ] Preview

Start Dater 10/13/2008  »

Sold-Te: A Ta:
Ship-Te: A Tar .
Ship-Fra: D Tar Pl
Item Murnber: 2 To:
PO Murmber: A Ta:
Sales Order: A To: ~
Interval) Day Pl
Intervals Per Columin: 1
Dietails: Output: page

Batch 1D:

Asfor reporting, thereis a variable amount of information or how you want to review the reports
for aging. You might want to see things in monthly buckets and then in weekly buckets or daily

buckets.

Thisreport is configurable.

You have a set number of columns, seven or eight columns, and you decide what those columns
represent. They can represent two weeks, they can represent one month, they can represent five

months.

You can enhance that by displaying the details, and if it finds quantities in those months, it shows

what shipments make up those quantities.
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Customer Consignment Inventory

« Course Overview

Introduction and Business Overview
Set Up and Controls

Common Functionality

Additional Functionality

Summary
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Customer Consignment: Summary

Customer Consignment: Summary

Business Objectives
Ship normally
Retain ownership of material
Defer invoice and A/R activity
Maintain visibility of inventory
Manage Consignment Inventory accounts

Recognize “usage” by customer
Create audit trail
Trigger invoice or process Self-Bill

The main objective hereisthat you need to keep track of your inventory, you need to keep track of
your inventory value, but you want to defer you AR, your invoicing and billing. So you want to be
able to ship normally, maintain ownership, but maintain visibility of that consignment. You want
to maintain visibility of the accounts and the value of that consignment inventory.

You aso want to recognize usage when it comesin from the customer, keep an audit trail of that,
use that for any type of reconciliation. And then let your billing process go through asit normally
does.

Thisalows you to ship in anormal fashion. Your CUMs are all taken care of, and now you and
your customer arein sync al the time.
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Course Overview

Supplier Consignment Inventory

« Course Overview

 Introduction and Business Overview
» Design Considerations

« Set Up and Controls

« Common Functionality

» Additional Functionality

* Summary
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Introduction and Business Overview

117

Supplier Consignment Inventory

Course Overview

Introduction and Business Overview
Design Considerations

Set Up and Controls

Common Functionality

Additional Functionality

Summary Topic
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Introduction

Introduction

What is Consignment Inventory?

Inventories, generally of finished goods, that are
in the possession of customers ... but remain the
property of the manufacturer by agreement with
those in possession.

The process of a supplier placing goods at a
customer location without receiving payment
until after the goods are used or sold.

APICS Dictionary (Tenth Edition, 2002)

Now specifically we'relooking at supplier consignment, where you'rein the role of the customer.
In the supply chain, you're a customer and you' re ordering material from your supplier that you
will receive but you won't pay for until you've used it. It adds a step between the receipt and
vouchering process, a timing mechanism.
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Why Consignment Inventory

Why consignment inventory?

Pay only for what’s been used
Decrease inventory investment

Less inventory obsolescence

More supplier responsiveness
Suppliers manage their own inventory

Pay only for what’s been used
The main reason, of course, isthat you pay only for what's used.

Less inventory obsolescence

It also lessens your inventory obsolescence because you haven't bought all of the material. If
the material becomes obsolete for one reason or another, then you don’t have alot of this on-
hand material that you need to get rid of or write off.

More supplier responsiveness

It leads to more supplier responsiveness. Because of the rate at which you use material, their
deliveries match your usage rates and your planning. And it allows suppliers to manage their
own inventory investments, and leads to a more vendor-managed inventory scenario.

Suppliers manage their own inventory

The difference between vendor-managed and consignment, again is the timing. Because
you're really not going to pay for everything you' ve received. So there’s areal visibility
component to thisin order to allow this process to happen.

Thisisn't anew process. This has been around for along time. You recognize consignment
inventory every day in the antique business. Antique stores typically have material that they
don’'t own but has been brought to them to sell on consignment. So it’sreally still the property
owner’s material; the antique store sellsit without owning it. Of course, now it's very popular
in the automotive and consumer product industries as well.
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Life Cycle
® ”‘y Stockroom
ontract ———» —_ (C ]
l = onsigned
Receiving Inventor