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That definition applies throughout this specification.

Inventory item tracking systems are widely used for the tracking and management ofltemsina

warehouse or retail location.
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Figure 7 is a flow chart of the return process of Figure 1;

Figurs 8 Is 2 flow chart of reconciliation process of Figure 1;

Figure 9 is a flow chart of adjust excess & unbilled process of Figure 1; and

Figure 10 Is a flow chart of order picking process of Figure 1.

Description of Preferred Embodiments

To first refer to Figure 1, there is shown an overview of the overall process. Reference numbers
starting with 2, 3, 4, 5, 6, 7, 8, @ and 10 are for processes illusirated in Figures 2, 3, 4,5, 6,7, 8,
‘9 and 10 respectively.

The consignment inventory management process may be initiated by many different events
including but not limited to item usage, order, and count. There are several ways the seller can
be made aware of these events. Figure 1 identifies these events. It also identifies all the other
processes that impact on the several processes. In the first table is described the various

elements and the process of Figure 1.
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4.0 Restock Process Go to 4.0 — see Figure 4 and iis description
15.0 | Billing Process Go to 5.0 — see Figure 5 and its description
6.0 Stock Count Go 10 8.0 — see Figure 6 and its description
7.0 Returns Process Go 1o 7.0 — see Figure 7 and is description
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Order: a result has been made to increase the buyer’s consignment item(s) quantity.
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No. Business Process Procsss Description
3.1 Prepare and Send Purchase The purchase order process is initiated when the
Order (PO) buyer sends the selier a purchase order that
identifies the items, item quantity, item price, and
other terms and conditions of the purchase. The
purchase order can be electronic or hardcopy.
3.2 Bxract Consignment Stock from | The buyer can included two types of consignment

Purchase Order orders on the purchase order:

2) Consignment items that have been used. The
buyer is using the purchase order to notify the
sefler to transfer ownership of the item to the
buyer. i.e. seller bills/invoices the buyer for the
item.

3) An order for new/additional consignment items
to be placed by the seller at the buyer's
consignment location. Ownership remains with
the seller until the buyer uses the consignment
items.

A common practice in consignment inventory
management is for the items on the purchase order




- see Figure 5 and its description If Order then go to
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- a aal Qe N O\ a0 A el a ars S
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t € buyer or St l er @ﬁ n@&eﬂé’t%{ he d%édfrom the seller
consi gnnment rest ocki 1% chisighftienti@Rord Ther@ afl Many
If No then go to 2.0 d}ﬁe&en@\ﬁ@ﬂﬂﬁ@m@laﬁﬁm FAab esldRe RNY
st andard net hods, el eatieranantityench aderedgalsage badr a period
approvi ng orders. Thioftimeer starpirdaigwktionrpasad dpe
consistent with the fagreen®® between the buyer and
sel | er = Reorder Point / Safety Stock

o Minimum Order Quantity

o pMaximum Order Quantity

e Lead Time
In addition, the order quantity can be denved from
the buyer's purchase order or the visual inspection of
the consignment location by the seller. In all cases
an agreement belween the buyer and seller will
determine how and when restock orders are
processed

4.2 Crder >0 If Yes then go 10 4,3
lf No then go 1o END

4.3 Order Approval Required? Does the buyer or seller require an approval for
consignment restocking orders

If Yes then go to 4.4

If No then go to 2.0

44 Approve Order There are many standard methods, electronic and
hardcopy, for approving orders. The order approval
must be consistent with the agreement between the
buyer and seller

2.0 Update Coﬁsignment Inventory { Go To 2.0 process order fransaction
Process - see Figure 2 and its description above.

10.0 | Pick Order Process Go To 10.0
- 586 FFigure 10 and its description.
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Update Consignment Inventory
Process

Go To 2.0 — see Figure 2 and its description above.
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Figure 6 illustrates the Stock Count Process. This is a standard method in the management of
consignment inventory. The stocking counting process can take place on a daily, weekly,
monthly, and quarterly or on a yearly cycle as well as at any time that the buyer and seller agree
{o a stock count.

The stock count process (or cycle count as it is sometimes called) consists of taking a physical

count of all or a specific group of items at the buyer's consignment location at a time. This may

also include counting the lot/batch associated with each item. The loi/baich usually contains the

item expiration date and thus the stock count usually includes the identification and removal of
- expired items.

No. | Business Process Process Description

6.1 Count items A variety of methods and systems can be used to




Process Figure 6 illustrates the Stock Count Process.

This is a standard nethod i n the managenent of

WO HSHBFAENt i nventory. The stocking counting PIE¥E2904/000032
can take place on a dail y,yl?;eekl y, nonthly, and

quarterly or onayearlyc eas wel | as at any tine
nt The

hat—the Uuym arre—-sel b 1
st ock count process ( Fn?r:{é eﬁs;fﬁclu bmg’;%?aiédfo‘l %‘l‘ﬂ%@

cal | ed) consists of takipfiSotntRBY S takifg Al Eergh& or
a specific group of i1 gsmpentil.t he buyer's co £| gnment

20 | UnriateiGonsigiment inventory THGe TORY, C@insnamsastioua%egp?gmm
e [ot/batch

tPreceset / bat ch associ a] esboviktbddesaiption dteve. Th

62 jtemePipifestont ai ns t he | Istierieeeing abuntad expited? AORbItY Hay be

t he stock count usual %etthatﬂeqd!esthell@nmmatmmofmcnamynmns
and rermoval of expirp aﬁ*ﬁ%@‘ﬁ"ﬁ’@mmim@twl@zﬂsﬁna
Process Description 6 tens A vari

net hods and systens c 'Sfegf 519395"%‘%89475@85191’1373'”

PCT/ SG2004/ 000032 12 I udi ng but
not limted to an aut R‘Jn @I%P%

..)

8.0

7.0 | IHetkmsd56cess barcode T A A A
Ratondiffation PRigedsaPeT Eihure 7 aft itdd ription
Consi gnnment Thvéentory L:O 0 2.0, armt—framsactTomn—=

The $isturrsi Ryenees @ ilmsichted is FighteqC Bhis isasganabrd infthod @5 ik inhiddfhent of
S?d?ﬁ'}éﬁt ln\@nl%ryI t‘rﬁmﬂﬂgfog%s chﬁsetslgﬁ tﬂetn%% Srllt%gc %glﬁlémen inventory

e

o VPR coRDTREnloraR basHy Trselie. N Harkien arersbio ks psce,
Varigustapprogats arkisigratireginayod teqeiradiin e pldceds. preset tine. |If

Yes go to 7.0 Returns Process - see Figure 7 and its

.description If No go to 8.0 Reconciliation Process -
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| ocation. No. Busines Ift”g}eﬁ rocess Description 7.1
Identify Return |teng;gR,¥@ IE% f nmet hods and systens
No. | Budifese®rotes (O T BL%WHTM‘W
limted to and automated nobile devices with a
7.3 | CoadsCRelrnédNdliitation Seller provides the buyer with an electronic or
: hardcopy return notification identifying what items
have been returned.
7.4 | Return Signature Required? Does the buyer or seller require the buyer o sign,
electric or hardcopy, for the returned items?
lfYesthengoto 7.5
If No then END
7.5 Customer Signs Return Form The customer provides verification usually with a
signature, electric or hardcopy, that the items on the
return nofification are the items being returned.
Signed Goods Returned Form The selier gets a copy of the signed form

7.6

Figure 8 illustrates the Reconciliation Process. Current consignment inventory methods and
systems refer to the need for a reconciliation process as a method for the buyer and seller to



return can al so be taking using paper and pen/pencil.
2.0 Update Consignnent Inventory Go 10 2.0 Return
WK #8841l on - see Figure 2 and its Process  PCT/SG2004/000032
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No. Business Process Process Description

8.1 Select Buyer The seller identifies which buyer's consignment
inventary is to be reconciled

8.2 Select Buyer Location A buyer may have more than one consignment
inventory location and the seller identifies which
consignment inventory location is o be reconciled

8.3 Select kem Category(s) The items can be grouped together in any number of
logical ways and the seller may choose io reconcile a
set group of items

8.4 | Select ftem{s)/Loi(s) to be The seller can specify specific items and specific lots

reconciled for an item to be reconciled
8.5 Count Date Less than Is the last count date less than the last reconciliation
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The seller usually knows what fot has been shipped to the buyer's consignment location, but the
buyer may not track which lots are used. Thus seller does not know which fots have been used
and which lots are still on the shelf.

The current methods and systems require the seller to bill a specific lot if they shipped a speciﬁc
lot. Since the seller does not know what lot has been used they often bill the wrong lot, This is
usually of no concarn to the buyer but it can be a problem for the seller since it gives them an
inaccurate view of what item/lots are on consignment at the buyer's location

The adjust excess & unbilled process of Figure 9 uses the information from the reconciliation to
net out the excess and unbilled lots for an item. The result is an accurate view of what lots are
On-hand, Unbilled and Excess.



If Yes then go to 8.11 If No then END (This nmeans that
Count = On-hand and no adjustnents are required) 8.11
Wh0¢8%#d1Excess by Count Excess Excess + ( CAUi/SG2004/000032
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10.6 | Deliver ltems The items are physically placed at the buyer's
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The consignment inventory management and reconciliation method and system described
above tracks and reconciles on-hand quantity which represents consignment items that were
placed at the consignment location and are physically located at the consignment location at a
given time; unbilled quantify which represents consignment items which were placed at the
consignment location and are not physically present at the consignment location and have not



9.6 Excess Greater than Zero? |Is the Excess quantity
greater than zero? |If Yes then 9.7 If no then END 9.7
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-v\,here'l_I an i nventory total 1s the sumof the first

it emf ‘%ﬁ&%ﬂ?@"ﬁ'@&d the tixditepSss the third itens.

11. A consignment inventory management and reconciliation system wherein there is
tracking and reconciliation of:
(a) first items shipped to a buyer from a seller and that are located at the buyer's
consignment inventory location; and



11. A consignnent inventory nmanagenent and

reconciliation systemwherein there is tracking and
reconciliation of. (a) first itenms shipped to a buyer

froma seller and that are |ocated at the buyer's

consi gnment inventory |location; and 19 (b) second .

itens shipped to the buyer by the seller that have not

been billed by the seller and ckhnot be found at the

buyer's consignnment inventory |ocation. 12. A system

as cl ai{ed isacantdtens Shippagte thei huyertbrtiee salleathabhave aokdierg billed by the
and reconci Isbigh bicahotlRifbuid al thé BFyePOEonsIghRBR v(eﬁtorltyl'i]@cation.

buyer by the seller, that can be f'ound at the buyer's

consi gnment inventory location, and are of the sane

I dént | Aysystemidsetaimeal io ciathe d1, cvheebitBérg IHBsY trdziing BRd reconciliation of third
sel | er jt9e E&%aiBHé/o% thequ%?/ea@iy(ﬁ%%,!eg A% bn bE YeoRd 8 e buyer's consignment

management and reconc on systemwherein

tracki RyeHery 'qcaticsnend argof Hp sane ideeiity as ifess previgast on consignment by the
shi ppeeeliectoahdnilyer. from a seller and that are | ocated

at the buyers consignnent inventory |ocation; and (b)

third itenms shipped to the buyer by parties other than

t he sef| eonsignmenttinvantpry teamegenceah dpd recencifiation systsm wherein there is
buyer str4Ring b8 cilbibhgRt ory | ocation, and are of the

sane ,jdentjty as ite provi ded on consi gnnent by the

sel | er(""ij 0 tflﬁ% l@wéh!ppa;g,%gweg g’&@rﬂjs‘?"%ﬁ%dgg‘é’ﬁ arg) legptqsiat the buyers
found at t lvendignremt mverdarg logatioerdndi nvent ory | ocati on.

14. A st X j | ' ; rei e j -

al 50 (P hckie ety HeRedtd flo Bt B bl BRI liln tiEidir, o i soms
shi pped t o SBhEe fRWE t e bpyrss eemsigarpent inyaatorydoeatipm tang geenof the same
billed by tdeatitgek itehs pravieddnridndigridtent BLIRE salfer e buyer,

buyer’ i nt invento ation, 15. A .
consi g‘;’;vr?]' (rer'e%ﬁ'trg %Ic MRS AR é\eg%m‘iﬁq ?réﬁpd‘y?regccé’ﬁﬁ'ﬂ'?m%ﬂl [ygtory location.
system wherein there is tracking and reconciliation

0h. (@) sysRAPEY clainfidBin iR A8 dwh&eih MFer® W 8o Wckifle and reconciliation of
sel | er, tcljﬁe%t hal\1/_e not been billed by the seller an

cannot® B {1F0H ghigred; iR dahiyer bysthe spllsT. dhatdisve nplkast dilled by the selter
| ocat amihganastde (fijndtahine Buyer'e Bensimpitatiehont Ibeatibalyer by

parties other than the seller, the third itens can be

found at the buyer's consignnment inventory |ocation,

thd of ecopsigiment sigyastory deanegenyeny st eegenqlietion desleronwherein there is

consi tgHeRmg bndiechi@ia@idrer to the buyer, wherein first
r's consi gnnment

| Lsgﬁ?)g f‘; ﬁ%l‘é‘%‘g"t i%ﬁﬁfs%ﬂgd Blind DS ePbY RS sSier st 1ane e een biled by the
7 seller and cannot be found at the buyer's consignment inventory location; and
- {b) third items shipped to the buyer by parties other than the seller, the third items
can be found at the buyer's consignment inventory location, and are of the same
identity as items provided on consignment by the seller to the buyer,

~wherein first items can also be found at the buyer's consignment inventory location.



