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Chemicals: Procurement & Consumption of Consigned Inventory
1 Purpose

In consignment processing, the vendor provides material and stores it on the customer’s premises. The vendor remains the legal owner of the material until material is withdrawn from the consignment stores. Only then the vendor requires payment. The invoice is due at predefined periods of time, for example monthly. In addition, customers can also arrange with the vendor that they take over ownership of the remaining consignment material after a certain period of time.

The daily MRP run creates purchase requisitions for parts that are to be procured on a consignment basis. 

The following are the most important features of consignment stock processing:
· The consignment stock is managed under the same material number as your own stock. Consignment stock can therefore be transferred to the available stock. 

· You can define consignment prices in foreign currency. The currency in which the order is placed with the vendor applies for consignment withdrawals. 

· You can determine period-specific consignment prices. 

· You can specify the consignment price in any unit of measure. The conversion factor is stored in the info record. (For information on consignment info records, refer to SAP Help: Pricing for Consignment Stocks.) 

· Using consignment info records, you can make use of other condition functions used in Purchasing, such as discounts and price quantity scales. 

· Consignment stocks of the same material from different vendors can be managed independently from one another and at the price of the individual vendors. 

· Consignment stocks are not valuated. When the material is withdrawn it is valuated with the price of the respective vendor. 

· A consignment material can be allocated to one of three stock types:

· Unrestricted-use stock 

· Quality inspection stock 

· Blocked stock

You can make transfer postings between these three stock types. However, withdrawals can only be posted from unrestricted stock.
2 Prerequisites
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Before you run this scenario, the production scenario 145 - Production Planning – Make-to-Stock – Discrete Manufacturing should already have been run so that dependent requirements (purchase requisitions, planned orders and so on) have been created.
2.1 Master Data and Organizational Data

SAP Best Practices Standard Values

Essential master and organizational data was created in your ERP system in the implementation phase, such as the data that reflects the organizational structure of your company and master data that suits its operational focus, for example, master data for materials, vendors, and customers.
This master data usually consists of standardized SAP Best Practices default values, and enables you to go through the process steps of this scenario. 
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Additional Master Data (Default Values)

You can test the scenario with other SAP Best Practices default values that have the same characteristics.

Check your SAP ECC system to find out which other material master data exists.
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Using Your Own Master Data

You can also use customized values for any material or organizational data for which you have created master data. For more information about how to create master data, see the Master Data Procedures documentation.

Use the following master data in the process steps described in this document:
	Master / org. data
	Value
	Master / Org. data details
	Comment

	
	
	
	

	Material
	CH-4100
	Packaging material for external procurement for consignment processing with line item, VERP (PD planning), no batch, no serial number
	See sections Business Conditions and Preliminary Steps

	Storage Location
	10Q1
	Std. Warehouse
	

	Vendor
	S-1001
	Poly Werke AG
	

	Vendor
	S-1002
	Bühler Speciality Chemicals
	

	Vendor
	S-1003
	Best Chemicals AG
	

	Vendor
	S-1005
	Metallwerke Blech GmbH
	

	Vendor
	S-2000
	Wollmann Chemicals
	

	Company Code
	1000
	Company Code 1000
	

	Purchase Organization
	1000
	Purch. Org. 1000
	

	Purchase group
	YQ1
	Raw Materials
	

	Purchase group
	YQ2
	Packaging Materials
	


2.2 Business Conditions

The business process described in this Business Process Documentation is part of a bigger chain of integrated business processes or scenarios. As a consequence, you must have completed the following processes and fulfilled the following business conditions before you can start going through this scenario:

	Business condition
	Scenario

	You have completed all relevant steps described in the Business Process Documentation Prereq. Process Steps (154). 
	Prereq. Process Steps (154)


2.3 Roles

Use

The following roles must have been installed to test this scenario in the SAP NetWeaver Business Client (NWBC). The roles in this Business Process Documentation must be assigned to the user or users testing this scenario. You need these roles if you are using the NWBC interface, but the standard SAP GUI.

Prerequisites

The business roles have been assigned to the user who is testing this scenario.

	Business role
	Details
	Activity
	Transaction

	Business Analyst Purchaser
	SAP_BPR_PURCHASER-K
	Create Info Record
	ME11

	Buyer 
	SAP_BPR_PURCHASER-S

	Create Contract
Create Purchase Order
Create Purchase Order
Create Purchase Order
	ME31K
ME58
ME59N
ME21N

	OPTIONAL:
Employee
	SAP_BPR_EMPLOYEE-S
	Create Purchase Requisition
	ME51N

	Warehouse Clerk 
	SAP_BPR_WAREHOUSESPECIALIST-S
SAP_BPR_WAREHOUSESPEC_CHM-S

	Goods Receipt

Transfer Posting
	MIGO

MB1B

	Accounts Payable Manager
	SAP_BPR_AP_CLERK-K
	Consignment Settlement
	MRKO


3 Process Overview Table

	Step name
	External process reference
	Business condition
	Business role 
	Transaction code
	Expected results

	Create Info Record
	
	Info record is already created in the system
	Business Analyst Purchaser
	ME11
	An info record for the combination material with vendor is posted

	Create Contract
	
	Contract is already created in the system
	Buyer
	ME31K
	An agreement between a purchasing organization and a supplier or vendor is posted.

	OPTIONAL:
Create Purchase Requisition
	
	Purchase Requisition is already created in the system
	Employee (Professional User)
	ME51N
	A purchase requisition is created.

	Create Purchase Order
	
	Purchase Order is already created in the system
	Buyer
	ME58
or

ME59N
or

ME21N
	A purchase order is created

	Posting Goods Receipt


	
	Material delivery scheduling lines are already created in the system
	Warehouse Clerk
	MIGO
	Goods receipt is posted against the scheduling agreement

	Transfer Posting for Vendor Consigned Stock 
	
	GR has been posted into the consignment stock
	Warehouse Clerk
	MB1B
	Stock is transferred from the consignment stock to own inventory

	Invoice Receipt from Consignment Withdrawal
	
	Invoice is already posted in the system
	Accounts Payable


	MRKO
	Invoice is posted. The credit note is released for payment.


4 Business Processes
4.1 Creating Info Record

To run through this scenario, the info records for the necessary materials must be available as master data. If the Info Record has not been maintained in the system yet, create the required master data using Transaction Code ME11. Otherwise you can skip this step.

Use

The purpose of this activity is to create the info records for materials, for example, CH-4100 and choose a valid vendor (for example, S-2000).

This step is obsolete if the necessary info records are present. Check the info records using transaction ME1M, material CH-4100 and purchase organization 1000. The existing info records for this material are displayed on the screen.

Procedure
1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)
	SAP ECC menu
	Logistics ( Materials Management ( Purchasing ( Master Data ( Info record ( Create (ME11)

	Transaction code
	ME11


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Business Analyst Purchaser (SAP_BPR_PURCHASER-K) 

	Business role menu
	Purchasing ( Purchase Info Records ( Create Info Record


2. Enter the following values:

	Field name
	Description
	User action and values
	Comment

	Vendor
	
	<vendor no.>
	for example S-2000 Wollmann Chemicals

	Material 
	
	<material no.>
	for example CH-4100 Bag, 10kg

	Purchasing Org. 
	
	1000
	Purch. Org. 1000

	Plant
	
	1000
	Plant 1


3. In the listed Info categories, choose the Consignment checkbox, and then choose Enter:

4. On the Create Info Record: General Data screen, choose Purch.Org.Data 1.

5. On the Create Info Record: Purch. Organization Data1 screen, enter the following values:

	Field name
	Description
	User action and values
	Comment

	Pl.Deliv.Time
	
	1
	Days

	Purch.group
	
	<Purch. Group>
	for example YQ2 Packag. materials

	Standard Qty
	
	1000
	NOS

	Net price
	
	100
	INR

	Price unit
	
	100
	per 100 pc

	Tax code
	
	VG
	full tax


6. Choose Enter to check all entries.

7. Choose Save.

Result
You have created an info record for example for the combination material (for example CH-4100) with vendor (for example S-2000).
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To reverse the posting, choose transaction code ME12 with material and vendor of this chapter. Go to the header and choose Extras. In the dropdown list, select Deletion flags. Choose Save to save your settings. After the next reorganization run, the info records are deleted.
4.2 Creating Contract

Use

A contract is an agreement between a purchasing organization and a supplier or vendor to decrease or increase a certain quantity of a product in an indicated period. The purchasing organization fulfills a contract by placing purchase orders against it. These purchase orders are called now as release orders (or call-offs). The supplier or vendor fulfills the contract by supplying the released quantity.

When you create a call-off, you refer to the relevant contract. The system automatically updates the released quantities in the contract.

Procedure
1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)
	SAP ECC menu
	Logistics ( Materials Management  Purchasing   Outline Agreement  Contract  Create

	Transaction code
	ME31K 


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Buyer (SAP_BPR_PURCHASER-S)

	Business role menu
	Purchasing  Contracts  Create Contract


2. On the Create Contract: Initial Screen, enter the following values and choose Enter:

	Field name
	Description
	User action and values
	Comment

	Vendor
	
	<S-2000>
	From chapter 4.1

	Agreement type
	
	MK
	Choose quantity contract

	Agreement date
	
	Today’s date
	Start date of the contract

	Purchasing Organization
	
	Purch. Org. 1000 (1000)
	

	Purchasing Group
	
	<Purch. Group>
	From chapter 4.1

	Item Category
	
	Consignment (K)
	

	Plant
	
	Plant 1 (1000)
	


3. On the Create Contract: Header Data screen, in Validity End field, enter end date (for example, on year in the future) of the contract and choose Enter.

4. On the Create Contract: Item Overview  screen, enter the following values:

	Field name
	Description
	User action and values
	Comment

	Material
	
	<material no.>
	From chapter 4.1

	Target Quantity 
	
	10000
	Enter total quantity


5. Choose Save (Check if the automatic print function of the contract works).
Result

The contract is created.
4.3 Creating Purchase Requisition (Optional)

Use
In this activity, you create a purchase requisition.

Procedure

1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)
	SAP ECC menu
	Logistics  Materials Management  Purchasing  Purchase Requisition  Create

	Transaction code
	ME51N 


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Employee (Professional User) (SAP_BPR_EMPLOYEE-S)

	Business role menu
	Purchasing ( Purchase Requisitions ( Create Purchase Requisition


2. On the Create Purchase Requisition screen, enter the following values and choose Enter:

	Field name
	Description
	User action and values
	Comment

	Material (Item Overview)
	
	<CH-4100.>
	From chapter 4.2

	Quantity (Item Overview)
	
	100
	

	Plant (Item Overview)
	
	1000
	Plant 1

	Agreement (Item Overview)
	
	<Contract no.>
	From chapter 4.2

	Agreement Item number
	
	<Contract Item no.>
	From chapter 4.2


3. Choose Save. 

Result

A purchase requisition is created.
4.4 Creating Purchase Order

You can create a purchase order via the transactions

· Requisition Assignment List (ME58)   or
· Automatically via purchase requisition (ME59N)   or
· Create purchase order – Vendor/Supplying Plant known (ME21N) with reference to contract (chapter 4.3.)
4.4.1 Creating Purchase Order via Requisition Assignment List (Optional)
Procedure

1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)

	SAP ECC menu
	Logistics  Materials Management  Purchasing    Purchase Order  Create ( Via Requisition Assignment List

	Transaction code
	ME58


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Buyer (SAP_BPR_PURCHASER-S)

	Business role menu
	Purchasing  Purchase Requisition  Ordering: Assigned Requisitions


2. On the Assigned Purchase Requisition screen, enter the following values and choose Execute (F8).
	Field name
	Description
	User action and values
	Comment

	Purchasing Organization
	
	1000
	Purch. Org. 1000

	Vendor
	
	<vendor no.>
	From chapter 4.2

	Outline Agreement
	
	<contract no.>
	OPTIONAL – From chapter 4.2

	Plant
	
	1000
	Plant 1

	Contracts
	
	X
	Mark the flag

	Scheduling Agreements
	
	
	Empty

	Entry Sheets
	
	
	Empty


3. On the Ordering for Assigned Requisition: Overview of Assignment screen, double-click relevant outline agreement.
4. On the Process Assignment: Create PO screen (new small window), enter the following values (many values are suggested) and choose Enter.
	Field name
	Description
	User action and values
	Comment

	Order Type
	
	NB
	Standard PO

	Purchase Order Date
	
	<current date>
	

	Purchase Order
	
	
	Empty

	Purchasing Group
	
	<Purch. Group>
	From chapter 4.2

	Purch. Organization
	
	1000
	Purch. Org. 1000


5. On the Create Purchase Order screen, select the Opening Requisition number and put it into the caddy. All items of the purchase requisition are assumed. Check the purchase order and push save.
Result

A purchase order is created.
4.4.2 Creating Purchase Order Automatically via Purchase Requisition (Optional)
1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)

	SAP ECC menu
	Logistics  Materials Management  Purchasing   Purchase Order  Create ( Automatically via Purchase Requisition

	Transaction code
	ME59N


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Buyer (SAP_BPR_PURCHASER-S)

	Business role menu
	Purchasing  Purchase Requisition  Automatic generation of POs


2. On the Automatic Creation of Purchase Orders from Requisitions screen, enter the following values and choose Execute (F8).
	Field name
	Description
	User action and values
	Comment

	Purchasing Organization
	
	1000
	Purch. Org. 1000

	Fixed Vendor
	
	<vendor no.>
	From chapter 4.2

	Contract
	
	<contract no.>
	OPTIONAL – From chapter 4.2

	Plant
	
	1000
	Plant 1

	Test Run
	
	X
	Mark the flag


3. If protocol is correct, go back and deselected the flag in Test Run and choose Execute (F8).
Result

A purchase order is created.
4.4.3 Creating Purchase Order without Purchase Requisition

1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)

	SAP ECC menu
	Logistics  Materials Management  Purchasing   Purchase Order  Create ( Vendor/Supplying Plant known

	Transaction code
	ME21N


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Buyer (SAP_BPR_PURCHASER-S)

	Business role menu
	Purchasing  Purchase Orders  Create Purchase Order 


2. On the Create Purchase Order screen, Document Overview should be on. If it is off, push Document Overview on.

3. On the Document Overview screen, push Selection Variant and choose Contracts. In the Purchasing Document screen, enter the following values and choose Execute (F8):
	Field name
	Description
	User action and values
	Comment

	Plant
	
	1000
	Plant 1

	Purchasing Organization
	
	1000
	Purch. Org. 1000

	Document Type
	
	MK
	Quantity Contract

	Vendor
	
	<vendor no.>
	From chapter 4.2


4. On the Create Purchase Order screen, choose the contract number of chapter 4.3. And put it into the caddy. All items of the purchase requisition are assumed. Enter the following values and choose Save.
	Field name
	Description
	User action and values
	Comment

	PO Quantity
	
	100
	


Result

A purchase order is created.
4.5 Receiving Goods from Vendor

Use

The dock handling clerks unload incoming trucks and verify that parts are at the proper dock destination. This activity also checks for any damage of containers before signing for load.

Take the packing slip from the container and verify that the part number on the container and the quantity matches the packing slip information. Verify the number of containers received.

Procedure

1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)

	SAP ECC menu

	Logistics ( Materials Management ( Inventory Management ( Goods Movement ( Goods Receipt ( For Purchase Order ( PO Number Known

	Transaction code
	MIGO


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Warehouse Clerk (SAP_BPR_WAREHOUSESPECIALIST-S)

	Business role menu
	Warehouse Management ( Receiving 


2. Choose your Purchase Order and choose Post Goods Receipt.

3. On the Goods Receipt screen, make the following entries:

	Field name
	Description
	User action and values
	Comment

	Executable Action in Transaction
	
	Goods Receipt
	

	Reference Document
	
	<purchase order>
	From chapter 4.4

	Purchasing Document number
	
	Purchase Order Number
	NWBC: Do not enter the Purchase Order Number.

	Movement Type
	
	101
	GR goods receipt

	Print via Output Control (checkbox)
	
	
	A goods receipt slip is printed. If you have entered a storage bin in the material master tab Plant data / stor. 1, the storage bin is printed on the receipt slip.

	Delivery Note
	
	Del. note 12
	Enter the delivery note number


4. If required, enter the necessary quantity on the Quantity tab page.

5. Choose the Where tab page and enter the storage location 10Q1. The special stock indicator K is set (vendor consignment processing).

6. Choose Item OK for the item.
7. Choose no excise duty on Excise tab.
8. Choose Check. Confirm the message Document is O.K. by choosing Enter.

9. Choose Post.
Result

Goods receipt is created.
4.6 Transferring Posting of Vendor Consigned Stock

Use

To consume the consigned inventory, you can either transfer the stock from consigned to the own inventory or issue directly from the consigned inventory (for example in reference to a production order). In this scenario, stock is transferred from the consignment stock to the own inventory by transfer posting.
Procedure

1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)

	SAP ECC menu
	Logistics ( Materials Management ( Inventory Management ( Goods Movement ( Transfer Posting 

	Transaction code
	MB1B


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Warehouse Clerk (SAP_BPR_WAREHOUSESPEC_CHM-S)

	Business role menu
	Warehouse Management ( Consumption and Transfers ( Transfer Posting


2. On the Enter Transfer Posting: Initial Screen, make the following entries:

	Field name
	Description
	User action and values
	Comment

	Posting Date
	
	Enter posting date or take current date proposed by system
	

	Movement Type
	
	411
	Transfer posting

	Special Stock
	
	K
	From vendor consignment stock

	Plant
	
	1000
	

	Storage Location
	
	10Q1
	


3. Confirm your entries with Enter.
4. On the Enter Transfer Posting: New Items screen, make the following entries:

	Field name
	Description
	User action and values
	Comment

	Vendor
	
	<vendor no.>
	From chapter 4.4

	Material
	
	<material no.>
	From chapter 4.4

	Quantity
	
	100
	


5. Go to the header line and choose Transfer Posting. Choose Post. The system displays the message Document 490xxxxxxx posted. The material has been posted from vendor consignment stock to your company’s own unrestricted use stock in storage location 10Q1 in plant 1000. You can display the stock overview using transaction MMBE.
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To analyze and settle the liability against the consignment vendor, you can use transaction MRKO periodically for consignment settlement, for example every month or after a different specific period.
Result

1. Material Stock is transferred from consigned to own inventory.
2. Financial postings:

	Posting Key
	Account
	Description
	Amount (example)
	Currency

	91
	18719004
	Payables-consignment
	100.00-
	INR

	89
	22501100
	Invent.-raw mat 1
or
Invent.-packaging
	100.00
	INR


4.7 Invoice Receipt from Consignment Withdrawal
Use

In this step, you perform the invoice verification.

Procedure

1. Access the transaction choosing one of the following navigation options:

Option 1: SAP Graphical User Interface (SAP GUI)
	SAP ECC menu
	Logistics ( Materials Management ( Logistics Invoice Verification ( Automatic Settlement ( Consignment and Pipeline Settlement

	Transaction code
	MRKO


Option 2: SAP NetWeaver Business Client (SAP NWBC) via business role
	Business role 
	Accounts Payable Manager (SAP_BPR_AP_CLERK-K)

	Business role menu
	Accounts payable ( Periodic and Closing Activities ( Settle Consignment/Pipeline Liabs.


2. On the selection screen, enter the following values then press Enter:

	Field name
	Description
	User action and values
	Comment

	Company Code
	
	1000
	

	Vendor
	
	<vendor no.>
	From chapter 4.4

	Plant
	
	1000
	

	Consignment
	
	X
	Select the Consignment checkbox

	Pipeline
	
	empty
	Deselect the Pipeline checkbox

	Display
	
	X
	Select the processing type Display

	Withdrawals not settled
	
	X
	Select the Withdrawals not settled checkbox.


3. Choose Execute.

4. On the Consignment and Pipeline Settlement screen, check the terms of general content, prices and arithmetic, based on info record.
5. If Conditions are correct, choose Back (F3).

	Field name
	Description
	User action and values
	Comment

	Display
	
	
	keep blank

	Settle
	
	X
	Select the processing type Settle


6. Choose Execute (F8).

Result

1. Invoice is posted. The credit note is released for payment.
2. Financial postings:

	Posting Key
	Account
	Description
	Amount (example)
	Currency

	31
	for example S-2000
	Wollmann Chemicals
	119.00-
	INR

	40
	18719004
	Payables-consignment
	100.00
	INR

	40
	26372111
	Input tax
	19.00
	INR

	40
	18719000
	Payables Vendor CENVAT
	Only in case of excisable goods
	INR

	40
	18719000
	Payables Vendor CENVAT
	Only in case of excisable goods
	INR

	40
	18719000
	Payables Vendor CENVAT
	Only in case of excisable goods
	INR

	93 (Debit) or
83 (Credit)
	574300
694300
	Gain from inv. receipt small differences (MM)

Loss from invoice receipt small differences (MM)
	only in case of small differences
	INR


4.8 Outgoing Payment
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For this activity, run the 158 – AP – Accounts Payable scenario document in its entirety, using the master data from this scenario document.
4.9 G/L: Period-End Plant
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For this activity, run the 159 – GL – Period end closing in financial accounting scenario in its entirety, using the master data from this scenario document.
5 Appendix

5.1 Reversal of Process Steps

In the following section, you can find the most common reversal steps, which you can take to reverse some of the activities described in this document.
	Receive Goods from Vendor to the Purchase Order

	Transaction code ( SAP GUI)
	MIGO

	Reversal:
	Cancel Material Document

	Transaction code ( SAP GUI)
	MBST

	Business role
	Not yet available

	Business role menu
	Not yet available

	Comment
	If the material document number is not known, you can find it out by watching into the PO item line tab Purchase Order History (Transaction code ME22N: Materials Management  Purchasing  Purchase Order  Change).


	Invoice Receipt by Line Item

	Transaction code ( SAP GUI)
	MIRO

	Reversal:
	Cancel Invoice Document

	Transaction code ( SAP GUI)
	MR8M

	Business role
	Accounts Payable Accountant 1 (SAP_BPR_AP_CLERK-S1)

	Business role menu
	Accounts Payable ( Invoices ( Cancel Invoice Document

	Comment
	If the invoice number is not known, you can find it out by watching into the PO item line tab Purchase Order History (Transaction code ME22N: Materials Management  Purchasing  Purchase Order  Change).


5.2 SAP ERP Reports

Use

The table below lists the most frequently used reports that help you to obtain additional information on this business process.
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You can find detailed descriptions of the individual reports in the following Business Process Documentations, which provide a comprehensive compilation of all important reports:

· Financial Accounting: SAP ERP Reports for Accounting (221)
· Logistics Processes: SAP ERP Reports for Logistics (222)
Note that the descriptions of some reports that are an indispensable part of the process flow may be located directly in the section where they belong.
Reports

	Report title
	Transaction code
	Comment

	Stock Overview
	MMBE
	A list of stock is displayed.

	Consignment and Pipeline Settlements
	MRKO
	A list of records.

	Material Documents
	MB51
	A list of the material documents that were posted for one or more materials.


5.3 Used Forms

Use

In some of the activities of this business process, forms were used. The table below provides details on these forms.
5.3.1 Procurement (Purchase Agreement Release)
	Common form name
	Form type
	Used in process step 
	Output type
	Technical name

	Contract
	Smart Form
	
	NEU
	YBIN_MMCON
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