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Related Information Sources

You can choose from many sources of information, including online documentation,
training, and support services, to increase your knowledge and understanding of Oracle
Outsourced Manufacturing.

If this guide refers you to other Oracle Applications documentation, use only the
Release 12 versions of those guides.

Online Documentation
All Oracle Applications documentation is available online (HTML or PDF).
¢ Online Help - Online help patches (HTML) are available on My Oracle Support.

* About Documents - Refer to the About Document for the mini-pack or family pack
that you have installed to learn about new documentation or documentation
patches that you can download. About Documents are available on My Oracle
Support.

Guides Related to All Products

Financials Glossary: The glossary includes definitions of common terms that are shared
by all Oracle Financials products. In some cases, there may be different definitions of
the same term for different Financials products. If you are unsure of the meaning of a
term you see in an Oracle Financials guide, please refer to the glossary for clarification.
You can find the glossary in the online help or in the Oracle General Ledger User's Guide.

Oracle E-Business Suite User's Guide: This guide explains how to enter data, query,
run reports, and navigate using the graphical user interface (GUI) available with this
release of Receivables (and any other Oracle Applications products). This guide also
includes information on setting user profiles, as well as running and reviewing reports
and concurrent processes.

You can access this user's guide online by choosing "Getting Started with Oracle
Applications" from any Oracle Applications help file.

Oracle E-Business Suite: Extending Enterprise Command Centers: This book provides
an overview of the Oracle Enterprise Command Center Framework architecture and the
anatomy of an Enterprise Command Center dashboard. It also describes how to extend



Enterprise Command Center dashboards to meet requirements specific to your
implementation.

Oracle E-Business Suite: Administering Enterprise Command Centers: This book
describes various tools and features of Oracle Enterprise Command Center Framework
that can be used to manage and monitor Enterprise Command Centers.

User Guides Related to This Product

Receivables shares data and setup information with other Oracle Applications products.
Even if you have not installed them as separate products, your Receivables application
includes some forms and functionality from other Oracle Applications. Therefore, you
may want to refer to other user guides when you set up and use Receivables.

Oracle Public Sector Financials Documentation

Information regarding public sector functionality in Receivables is documented in this
guide. For information regarding public sector functionality in other Public Sector
Financial's products, refer to the following documentation:

® Oracle General Ledger User Guide
® Oracle Purchasing User's Guide
* Oracle Payables User Guide

Oracle Projects Documentation Set

¢ Oracle Projects Implementation Guide: Use this manual as a guide for
implementing Oracle Projects. This manual also includes appendixes covering
function security, menus and responsibilities, and profile options.

¢ Oracle Projects Fundamentals User Guide: This guide provides the common
foundation shared across the Oracle Projects products. Use this guide to learn
fundamental information about the Oracle Projects solution. This guide includes a
Navigation Paths appendix. Use this appendix to find out how to access each
window in the Oracle Projects solution.

® Oracle Project Costing User Guide: Use this guide to learn detailed information
about Oracle Project Costing. Oracle Project Costing provides the tools for
processing project expenditures, including calculating their cost to each project and
determining the General Ledger accounts to which the costs are posted.

® Oracle Project Billing User Guide: Use this guide to learn how to use Oracle
Project Billing to process client invoicing and measure the profitability of your
contract projects.

® Oracle Project Management User Guide: This guide shows you how to use Oracle
Project Management to manage projects through their lifecycles - from planning,
through execution, to completion.
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xii

® Oracle Project Resource Management User Guide: This guide provides you with
information on how to use Oracle Project Resource Management. It includes
information about staffing, scheduling, and reporting on project resources.

® Oracle Projects APIs, Client Extensions, and Open Interfaces Reference: This
manual gives detailed information about all public application programming
interfaces (API) that you can use to extend Oracle Projects functionality.

Oracle General Ledger User's Guide

Use this manual when you plan and define your chart of accounts, accounting period
types and accounting calendar, functional currency, and set of books. It also describes
how to define journal entry sources and categories so you can create journal entries for
your general ledger. If you use multiple currencies, use this manual when you define
additional rate types, and enter daily rates. This manual also includes complete
information on implementing Budgetary Control.

Oracle Receivables Tax Manual

This manual provides everything you need to know about calculating tax within Oracle
Receivables, Oracle Order Management, Oracle Sales, and Oracle Web Customers. It

includes information about implementation procedures, setup forms and windows, the
Oracle Receivables Tax calculation process, tax reports and listings, and open interfaces.

Oracle Cash Management User Guide

This guide provides information about using Oracle Cash Management to clear your
receipts, as well as reconciling bank statements with your outstanding balances,
transactions, and receipts.

Oracle HRMS Documentation Set

This set of guides explains how to define your employees, so you can give them
operating unit and job assignments. It also explains how to set up an organization
(operating unit). Even if you do not install Oracle HRMS, you can set up employees and
organizations using Oracle HRMS windows. Specifically, the following manuals will
help you set up employees and operating units:

e Using Oracle HRMS - The Fundamentals: This user guide explains how to set up
and use enterprise modeling, organization management, and cost analysis.

* Managing People Using Oracle HRMS: Use this guide to find out about entering
employees.

Oracle Payables User's Guide

Refer to this manual to learn how to use Invoice Import to create invoices in Oracle
Payables. This manual also explains how to define suppliers, and how to specify
supplier and employee numbering schemes for invoices. The guide also describes how
accounts payable transactions are posted to General Ledger from the payables
subledger.



Oracle Inventory User's Guide

If you install Oracle Inventory, refer to this manual to learn how to define your items,
units of measure classes, units of measure, and unit of measure conversions for use in
measuring amounts for your units of production items, as well as other information
about setting up and using Oracle Inventory.

Country-Specific Manuals

Use these manuals to meet statutory requirements and common business practices in
your country or region. They also describe additional features added to Receivables to
meet those requirements. Look for a user guide appropriate to your country; for
example, see the Oracle Financials for the Czech Republic User's Guide for more
information about using this software in the Czech Republic.

Oracle Applications Character Mode to GUI Menu Path Changes

This is a quick reference guide for experienced Oracle Applications end users migrating
from character mode to a graphical user interface (GUI). This guide lists each character
mode form and describes which GUI windows or functions replace it.

Oracle Financials Open Interfaces Guide

This guide contains a brief summary of each Oracle Financial Applications open
interface. You can also read about the Receivables open interface tables in the
appropriate sections of the Oracle Receivables User's Guide.

Installation and System Administration
Oracle E-Business Suite Concepts

This book is intended for all those planning to deploy Oracle E-Business Suite Release
12, or contemplating significant changes to a configuration. After describing the Oracle
E-Business Suite architecture and technology stack, it focuses on strategic topics, giving
a broad outline of the actions needed to achieve a particular goal, plus the installation
and configuration choices that may be available.

Oracle E-Business Suite Installation Guide: Using Rapid Install

This book is intended for use by anyone who is responsible for installing or upgrading
Oracle E-Business Suite. It provides instructions for running Rapid Install either to carry
out a fresh installation of Oracle E-Business Suite Release 12, or as part of an upgrade
from Release 11i to Release 12. The book also describes the steps needed to install the
technology stack components only, for the special situations where this is applicable.

Oracle E-Business Suite Upgrade Guide: Release 11i to Release 12.2

Refer to this guide if you are upgrading your Oracle Applications. This guide describes
the upgrade process and lists database and product-specific upgrade tasks.

Maintaining Oracle E-Business Suite Documentation Set

This documentation set provides maintenance and patching information for the Oracle
E-Business Suite DBA. Oracle E-Business Suite Maintenance Procedures provides a
description of the strategies, related tasks, and troubleshooting activities that will help
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ensure the continued smooth running of an Oracle E-Business Suite system. Oracle E-
Business Suite Maintenance Utilities describes the Oracle E-Business Suite utilities that are
supplied with Oracle E-Business Suite and used to maintain the application file system
and database. It also provides a detailed description of the numerous options available
to meet specific operational requirements. Oracle E-Business Suite Patching Procedures
explains how to patch an Oracle E-Business Suite system, covering the key concepts and
strategies. Also included are recommendations for optimizing typical patching
operations and reducing downtime.

Oracle E-Business Suite System Administrator's Guide Documentation Set

This documentation set provides planning and reference information for the Oracle E-
Business Suite System Administrator. Oracle E-Business Suite Set Up Guide contains
information on system configuration steps, including defining concurrent programs
and managers, enabling Oracle Applications Manager features, and setting up printers
and online help. Oracle E-Business Suite Maintenance Guide provides information for
frequent tasks such as monitoring your system with Oracle Applications Manager,
administering Oracle E-Business Suite Secure Enterprise Search, managing concurrent
managers and reports, using diagnostic utilities including logging, managing profile
options, and using alerts. Oracle E-Business Suite Security Guide describes User
Management, data security, function security, auditing, and security configurations.

Oracle Alert User's Guide

This guide explains how to define periodic and event alerts to monitor the status of
your Oracle Applications data.

Oracle E-Business Suite Developer's Guide

This guide contains the coding standards followed by the Oracle E-Business Suite
development staff. It describes the Oracle Application Object Library components
needed to implement the Oracle E-Business Suite user interface described in the Oracle
E-Business Suite User Interface Standards for Forms-Based Products. It provides information
to help you build your custom Oracle Forms Developer forms so that they integrate
with Oracle E-Business Suite. In addition, this guide has information for customizations
in features such as concurrent programs, flexfields, messages, and logging.

Other Implementation Documentation
Oracle Applications Product Update Notes

Use this guide as a reference for upgrading an installation of Oracle Applications. It
provides a history of the changes to individual Oracle Applications products between
Release 11.0 and Release 12. It includes new features, enhancements, and changes made
to database objects, profile options, and seed data for this interval.

Multiple Reporting Currencies in Oracle ApplicationsIf you use the Multiple
Reporting Currencies feature to record transactions in more than one currency, use this
manual before you implement Oracle Receivables. This manual details additional steps
and setup considerations for implementing Oracle Receivables with Multiple Reporting
Currencies.



Multiple Organizations in Oracle Applications

This guide describes how to set up and use Oracle Receivables with Oracle
Applications' Multiple Organization support feature, so you can define and support
different organization structures when running a single installation of Oracle
Receivables.

Oracle Workflow Administrator's Guide

This guide explains how to complete the setup steps necessary for any Oracle
Applications product that includes workflow-enabled processes, as well as how to
monitor the progress of runtime workflow processes.

Oracle Workflow Developer's Guide

This guide explains how to define new workflow business processes and customize
existing Oracle Applications-embedded workflow processes. It also describes how to
define and customize business events and event subscriptions.

Oracle Workflow User's Guide

This guide describes how Oracle Applications users can view and respond to workflow
notifications and monitor the progress of their workflow processes.

Oracle Workflow API Reference

This guide describes the APIs provided for developers and administrators to access
Oracle Workflow.

Oracle E-Business Suite Flexfields Guide

This guide provides flexfields planning, setup, and reference information for the Oracle
E-Business Suite implementation team, as well as for users responsible for the ongoing
maintenance of Oracle E-Business Suite product data. This guide also provides
information on creating custom reports on flexfields data.

Oracle eTechnical Reference Manuals

Each eTechnical Reference Manual (€TRM) contains database diagrams and a detailed
description of database tables, forms, reports, and programs for a specific Oracle
Applications product. This information helps you convert data from your existing
applications and integrate Oracle Applications data with non-Oracle applications, and
write custom reports for Oracle Applications products. Oracle eTRM is available on My
Oracle Support.

Oracle E-Business Suite User Interface Standards for Forms-Based Products

This guide contains the user interface (UI) standards followed by the Oracle E-Business
Suite development staff. It describes the UI for the Oracle E-Business Suite products and
how to apply this Ul to the design of an application built by using Oracle Forms.

Oracle Order Management Suite APIs and Open Interfaces Manual

This manual contains up-to-date information about integrating with other Oracle
Manufacturing applications and with your other systems. This documentation includes
APIs and open interfaces found in Oracle Order Management Suite.

XV



Oracle Applications Message Reference Manual

This manual describes all Oracle Applications messages. This manual is available in
HTML format on the documentation CD-ROM for Release 12.

Integration Repository

The Oracle Integration Repository is a compilation of information about the service
endpoints exposed by the Oracle E-Business Suite of applications. It provides a
complete catalog of Oracle E-Business Suite's business service interfaces. The tool lets
users easily discover and deploy the appropriate business service interface for
integration with any system, application, or business partner.

The Oracle Integration Repository is shipped as part of the Oracle E-Business Suite. As
your instance is patched, the repository is automatically updated with content
appropriate for the precise revisions of interfaces in your environment.

Do Not Use Database Tools to Modify Oracle E-Business Suite Data

Xvi

Oracle STRONGLY RECOMMENDS that you never use SQL*Plus, Oracle Data
Browser, database triggers, or any other tool to modify Oracle E-Business Suite data
unless otherwise instructed.

Oracle provides powerful tools you can use to create, store, change, retrieve, and
maintain information in an Oracle database. But if you use Oracle tools such as
SQL*Plus to modify Oracle E-Business Suite data, you risk destroying the integrity of
your data and you lose the ability to audit changes to your data.

Because Oracle E-Business Suite tables are interrelated, any change you make using an
Oracle E-Business Suite form can update many tables at once. But when you modify
Oracle E-Business Suite data using anything other than Oracle E-Business Suite, you
may change a row in one table without making corresponding changes in related tables.
If your tables get out of synchronization with each other, you risk retrieving erroneous
information and you risk unpredictable results throughout Oracle E-Business Suite.

When you use Oracle E-Business Suite to modify your data, Oracle E-Business Suite
automatically checks that your changes are valid. Oracle E-Business Suite also keeps
track of who changes information. If you enter information into database tables using
database tools, you may store invalid information. You also lose the ability to track who
has changed your information because SQL*Plus and other database tools do not keep a
record of changes.
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Overview

This chapter covers the following topics:

* Overview of Oracle Outsourced Manufacturing

Overview of Oracle Outsourced Manufacturing

Outsourced manufacturing, interchangeably referred to as 'Collaborative' or 'Contract'
manufacturing or 'Subcontracting’ in some industries, is a common business practice
where a brand-owner or an Original Equipment Manufacturer (OEM) outsources its
entire manufacturing operations or a portion of it by entering into a contractual
agreement with a manufacturing service provider commonly known as a
Manufacturing Partner (MP). The terms outsourced manufacturing or subcontracting
are used to refer to this common business practice in this guide.

There are different ways in which enterprises outsource their manufacturing activities.
These variations are driven by the strategic decisions that are made on some of the
following factors:

¢ Extent of Outsourcing:
Enterprises can opt to outsource the entire manufacturing process or a portion of it
by collaborating with a MP.

¢ Nature of Component Supply:

Enterprises can either own and manage the components for consumption at the
MP's facility, or engage a supplier to either own and consign inventory, or drop
ship the components at the MP's facility. In other situations, the OEM may charge
the MP by registering a sale of the components resulting in a complete transfer of
ownership

e Shipment of Finished Goods:

Enterprises can decide to either supply finished goods directly to the customer or
enter into a contractual agreement with the MP to drop ship the finished goods to
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the customer's facility.

* Manufacturing Partner Type
Manufacturing Partners can be either external or internal.
e External Manufacturing Partner Organization:

Enterprises can outsource the manufacturing of standard or configured
assemblies to an external entity. In such cases the manufacturing partner is
defined as an external MP organization. This organization is defined only for
simulation purpose with Transfer to GL flag set as No.

* Internal Manufacturing Partner Organization:

Enterprises can outsource the manufacturing of standard or configured
assemblies to affiliated companies belonging to the same organization. In such
cases manufacturing partner is defined as internal MP organization. This
organization is defined as any other organization with Transfer to GL flag set to
Yes.

Oracle supports the following types of subcontracting business practices that involve
complete outsourcing of assemblies and most importantly, component sale by an OEM
toa MP:

¢ Chargeable (Shikyu) Subcontracting (Japan, Taiwan and Korea)
¢ Buy/Sell Subcontracting

e Full (Non-Chargeable) Outsourcing

Note: Buy/Sell and Full Outsourcing types of subcontracting works
with both internal MP organizations and external MP
organizations. Chargeable subcontracting works only with external
MP organization.

Chargeable (Shikyu) Subcontracting

Chargeable Subcontracting is a practice where the OEM completely outsources the
manufacturing of an assembly to an MP and makes a provisional sale of components by
invoicing the MP. These components are used to build the assembly at the MP's facility.
In this practice, although the OEM registers a sale of components to the MP, the OEM
still retains the ownership of the components and the inventory is reported under
OEM's inventory valuation. When the OEM receives the assemblies, the MP invoices
the OEM for the gross price of the assembly.

In a chargeable subcontracting relationship, the MP does not pay the OEM for
purchasing the subcontracting components. The OEM pays the MP only for the value
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added portion in the outsourcing process, making it mandatory to net receivables
invoices for components, and payables invoices for assemblies.

Chargeable Subcontracting Process
Chargeable Subcontracting
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The Chargeable Subcontracting Process diagram describes the chargeable
subcontracting business flow where an OEM outsources an assembly A to a MP and
makes a provisional sale of components B and C to MP that are consumed at the latter's
premises to manufacture assembly A. Assembly A's bill of material constitutes of 2 Ea
of B and 1 Ea of C. Although there can be different modes of component supply, in this
specific example, the OEM buys components B and C from a RMS (Raw Material
Supplier) and sells them to the MP. In this example:

1. OEM periodically buys Components B and C from the RMS at the rate of $2 per
each unit of B and $3 per each unit of C..
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2. RMS ships components and invoices OEM for supplying B and C at the rate of $2
per B and $3 per C.

3. OEM outsources the manufacturing of assembly A by raising a purchase order or a
blanket release on the MP at the rate of $19 per each unit of A.

Note: The purchase price of the assembly is determined
considering the components' sales price and the value added in the
manufacturing process.

4. MP orders components B and C from OEM at the rate of $4 per each unit of B and
$6 per each unit of C.

Note: Although the OEM buys components at a certain price, the
OEM may sell the components to the MP at a different price to
prevent visibility of the actual purchase costs. In this example,
OEM procures B and C at $2 per each unit of B and $3 per each unit
of C from RMS and sales B and C at $4 per each unit of B and $6 per
each unit of C from MP.

5. Appropriate units of components B and C are allocated to the respective purchase
order for A for the purpose of planning and tracking. The OEM then ships
Components B and C, and invoices MP at the rate of $4 per each unit of B and $6
per each unit of C. The MP receives components B and C and manufactures A.

Note: The OEM registers a sale, but retains the ownership of the
components. MP ships assembly A and invoices OEM at the rate of
$19 per each unit of A.

6. OEM receives Assembly A and nets accounts receivable invoices for selling B and C
and account payable invoices for purchasing assembly. The OEM pays only for the
net value added in the manufacturing of A. In this example, the added value for
each unit of A is calculated as:

Purchase Price per unit of A =$19

Selling Price per unit of B = $4

Selling Price per unit of C = $6

Component usage per unit of A =2 units of B, 1 unit of C

Net Value Add per unit of A =[$19 - (2* $4 + 1* $6)] = $5

Note: In a chargeable subcontracting relation, the MP does not pay
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the OEM for buying the components, making it mandatory to net
subcontracting account receivables and payables.

Buy/Sell Subcontracting

Buy/Sell Subcontracting is a business practice where an Original Equipment
Manufacturer (OEM) completely outsources the manufacturing of an assembly to an
external or internal Manufacturing Partner (MP) by buying the assembly from the MP
and most importantly, selling the components to the MP that are consumed in the
manufacturing of the assembly at the MP's premises. The ownership of the components
is transferred to the MP immediately after the OEM ships the components to the MP
unlike Chargeable Subcontracting where the OEM retains the ownership of the
components throughout the subcontracting process.

In a Buy/Sell scenario, the sale of subcontracting components and purchase of
outsourced assemblies are treated as independent business transactions. Receivables
and Payables are generally not netted - OEM pays the MP for purchasing the
outsourced assemblies and the MP pays for buying the subcontracting components
from the OEM.
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Buy/Sell Subcontracting Process

Buy/Sell Subcontracting
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The Buy/Sell Subcontracting process diagram describes a buy/sell subcontracting
business flow, where the OEM outsources assembly A to an MP, buys components B
and C from the RMS and sells them to the MP for manufacturing A at the latter's
premises. Assembly A's bill of material constitutes of 2 Ea of B and 1 Ea of C. In this
example:

1. OEM periodically buys Components B and C from the RMS at the rate of $2 per
each unit of B and $3 per each unit of C.

2. The RMS ships components and invoices the OEM for supplying B and C at the rate
of $2 per B and $3 per C.

3. The OEM outsources the manufacturing of assembly A by raising a purchase order
or a blanket release on the MP at the rate of $19 per each unit of A.
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Note: The purchase price of the assembly includes the components'
sales price and the value added in the manufacturing process.

4. The MP orders components B and C from the OEM at the rate of $4 per each unit of
B and $6 per each unit of C.

Note: Like chargeable subcontracting, the OEM may sell the
components to the MP at a different price to prevent visibility of
the actual purchase costs. In this example, OEM procures B and C
at $2 per each unit of B and $3 per each unit of C from RMS and
sales B and C at $4 per each unit of B and $6 per each unit of C from
MP.

5. Appropriate units of components B and C are allocated to the respective purchase
order for A for the purpose of planning and tracking. The OEM ships Components
B and C, and invoices MP at the rate of $4 per each unit of B and $6 per each unit of
C. MP receives components B and C and manufactures A.

Note: In a buy/sell subcontracting relationship, the shipment of the
components to the MP results in a complete transfer of ownership
of the components from the OEM to the MP.

6. The MP ships assembly A and invoices OEM at the rate of $19 per each unit of A.

7. As the sale of subcontracting components and purchase of outsourced assemblies
are treated as independent business transactions, the OEM pays the MP for buying
assembly A at the rate of $19 per unit of A, and the MP pays the OEM at the rate of
$4 per each unit of B and $6 per each unit of C.

Note: Unlike chargeable subcontracting, netting of subcontracting
account receivables and payables is optional for Buy/Sell
subcontracting.

Full (Non-Chargeable) Outsourcing External Organizations

Full Outsourcing is a business practice where an Original Equipment Manufacturer
(OEM) completely outsources the manufacturing of an assembly to an external
Manufacturing Partner (MP) and provides components to the MP but retains ownership
of the components.

In a full outsourcing relationship, components are shipped to MP on consigned basis.
The OEM receives completed assemblies in return and makes a payment to the MP for
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the assembly added value only.

Full Outsourcing where an OEM outsources the manufacturing of an assembly to an
external MP applies to both discrete and process manufacturing enabled organizations.

Also, note that only standard costing is supported for full outsourcing for both discrete
and process manufacturing with external MPs.

Full Outsourcing External Organizations for Discrete Manufacturing
The Full Outsourcing for Discrete Manufacturing process diagram describes a full
outsourcing business flow , where the OEM outsources Assembly A to an external MP,
buys components B and C from the RMS and ships the components to the MP to
manufacture A at the MP's premises while retaining ownership of components B and C:
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Full Outsourcing Process for Discrete Manufacturing (External MP Organization)

Full Outsourcing External Organizations
for Discrete Manufacturing
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1. OEM periodically buys Components B and C from the RMS at the rate of $2 per
each unit of B and $3 per each unit of C.

2. The RMS ships components and invoices the OEM for supplying B and C at the rate
of $2 per B and $3 per C.

3. The OEM outsources the manufacturing of assembly A to the MP, and ship
components B and C to MP on a consigned basis.

4.  OEM retains ownership of the materials/components while they are used in the
manufacturing of assembly A. The MP makes no payment to buy and pay for the
components.
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Note: The purchase price of the assembly includes only the value
addition and does not include the component value supplied by the
OEM.

5. The MP produces the assembly A from the components B and C and ships the
completed assembly A to the OEM.

6. The OEM receives the completed assembly A, and assumes the components B and
C have been brought back from MP.

7. The OEM pays the MP for the assembly added value only. In Full Outsourcing, the
purchase price of the assembly includes only the value addition. The component
value supplied by the OEM is not included in the purchase price of the assembly.

Full Outsourcing External Organizations for Process Manufacturing
Full outsourcing with external MP for process manufacturing is when the OEM
completely outsources the manufacturing of a product to an external MP and provides
ingredients to the MP while retaining ownership of the ingredients but with the OEM
and the MP both setup as process enabled inventory organizations.

The solution currently supports the outsourcing of the main product where the formula
is defined with one product in the MP organization and it does not support if the
formula contains co-products and by-broducts.

The Full Outsourcing for Process Manufacturing process diagram describes a full
outsourcing business flow, where the OEM outsources Product A to an external MP,
buys ingredients B and C from the RMS and ships these ingredients to the MP to
produce Product A at the MP's premises while retaining ownership of ingredients B
and C:
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Full Outsourcing External Organizations
for Process Manufacturing

RMS

OEM

!
OEM Places Order for

MP

OEM places arder for
|
:;réd'em @ s2per Band 53 Qutsourced Product A
!

RMS Ships ingredients and invoices
QEM @ 32 per Band $3per C

DE ——CGr D

OEM ships ingredients B and C to MP

|-

P

] 4 [

p %

MP does nof buy ingredients B and C
OEM retains ownership of ingredents

o

D

1 !

i 1

i !

i !

i ]

i !

i !

i !

i ! ' P
| D —()—
P o MP receives
H L ingredients B &
i ! C and produces
I i Product &

! '

X MP Ships Completed Product A 1

i

! : P FaY i

¥ ) <o) ' [a])

| | OEM Pays the MP for the product MP does not pay for Ingredients B and
i | walue only. C.

! | Mo sales invaices for ingredients in Full

! | Outsourcing relationship.

i

RMS: Raw Matarial Supplier, OEM: Original Equipment Manufacturer, MP: Manufacturing Partner
{Both OEM and MP are set up as process enabled inventery erganizations)

OEM periodically buys ingredients B and C from the RMS at the rate of $2 per

pound of B and $3 per pound of C.

The RMS ships ingredients and invoices the OEM for supplying B and C at the rate

of $2 per B and $3 per C.

The OEM outsources the production of product A to the MP, and ships ingredients

B and C to MP on a consigned basis.

OEM retains ownership of the ingredients while they are used in the production of
product A. The MP makes no payment to buy and pay for the ingredients.

Note: The purchase price of the product includes only the value
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addition and does not include the ingredient value supplied by the
OEM.

5. The MP produces the product A from the ingredients B and C and ships the
completed product A to the OEM.

6. The OEM receives the completed product A from MP where A is produced by
consuming the ingredients B and C.

7. The OEM pays the MP for the product added value only. In Full Outsourcing, the
purchase price of the product includes only the value addition. The ingredient
value supplied by the OEM is not included in the purchase price of the product.

See the Subcontracting for Process Manufacturing, page 11-1 chapter for more details.

Full (Non-Chargeable) Outsourcing Internal Organizations

Full Outsourcing is also available as a business practice for industries to outsource the
manufacturing of standard or configured assemblies to the affiliated companies
belonging to the same organization. An existing manufacturing organization can be
enabled as an internal MP organization as and when required depending on the
business need. The internal MP organization can operate as a normal manufacturing
organization catering to other manufacturing needs other than the internal
manufacturing operation's needs.

Full Outsourcing with internal MP is applicable for only discrete manufacturing
organizations.

The OEM and MP can belong to different operating units in the same or different
ledgers/legal entities. All feature functions like Discrete Jobs, Flow Schedules, WMS,
EAM, Serial Tagging, and so on are supported. Oracle Process Manufacturing enabled
organizations are not supported.

The typical business scenarios in which MPs are defined as Internal are:
*  Wherein one organization acts as an OEM and another organization an internal MP

organization while both belong to the same Legal Entity/Operating Unit.

¢ Wherein one organization acts as a MP for the OEMs within the same or different
Legal Entity/Operating Unit.

®  Wherein due to capacity constraints, the OEM organization sources from an
internal MP organization belonging to the same or different Legal Entity/Operating
Unit.

To support Full Outsourcing with Internal Organizations, the Full Outsourcing

architecture for external organizations is used and all features and functions of any
inventory organizations are supported in Internal MP Organizations with the restriction
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that the costing method should be Standard Costing only.

Note: Subcontracting components at MP organization item master level
should be costing disabled at item level. In case Internal MP
Organizations have common components e.g. components with same
item code, some quantity supplied and owned by OEM and some that
the MP procures and owns from external suppliers, such
subcontracting components can be defined as costing enabled.
However such components should be stored in expense sub-inventory
and consumed from the same sub-inventory for proper accounting and
tracking purposes.

To define an organization as an internal MP organization select the check box for MP
organization and set the MP Type to Internal. Set the costing method in the
organization parameter as Standard and the Transfer to GL flag as Yes. All the costing
transactions from Internal Organizations can be transferred to GL like any other
inventory organizations.

As in Full outsourcing with external MP organizations, the subcontracting Variance
account is used for tracking the OEM's material at MP organizations. The same account
is used in place of COGS and PPV during shipping of subcontracting components and
at the receipt of Outsourced assembly respectively. This account is set up in shipping
network and used in the OEM Organization. Select Full in the Shipping Network
Subcontracting Type for internal MP organizations. See: Full Outsourcing Accounting
Process
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Full Outsourcing Process (Internal MP Organizations)
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The Full Outsourcing Process: Internal Organizations diagram describes full
outsourcing wherein the MP is defined as internal. The OEM and the MP are both setup
as inventory organizations. The OEM organization sets up the MP as a supplier and
customer. The MP also sets up the OEM as a supplier and customer. The outsourced
assembly is represented as Item A and its subcontracting components are B, C.

1. Subcontracting orders and replenishment purchase orders are created for the
prepositioned component item manually or from ASCP.

2. Interlock Manager is run to create subcontracting sales orders, discrete jobs,
replenishment purchase orders for the synchronized component in MP as well as
replenishment sales orders for synchronized and prepositioned component items in
OEM.

As in full outsourcing with external organizations, the concurrent program
Subcontracting: Interlock Manager is run before running ASCP collection. This is
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primarily for reconciliation. During this run, the program examines all the open
subcontracting purchase orders and creates or updates subcontracting sales orders
of the outsourced assembly A, and the WIP job or Flow schedule of the
corresponding outsourced assembly in the internal MP Organization.

For example, in a WIP job production order, the Subcontracting: Interlock Manager
associates the subcontracting sales order and WIP job with the corresponding
subcontracting order. If the subcontracting order contains synchronized ship
components, replenishment purchase orders are created in the supplier
organization and are associated with the subcontracting order. Replenishment sales
orders are created in the OEM organization and are associated with the
replenishment purchase orders. If Project or Task references are defined in the
source purchase order, those references need to be passed to WIP Job and
replenishment purchase order and sales order.

The OEM then ships the subcontracting components using the existing shipping
process. The MP ship confirms component items against the respective
replenishment sales orders manually from OEM.

MP receives respective replenishment purchase orders.

The internal MP organizations receiving clerk receives the subcontracting
components manually in the MP organizations. Components are not automatically
received in internal MP organization. The purchase order acts as a receiving
document as the replenishment purchase order price is always zero and is closed
for invoicing, so there is no accrual accounting and invoicing.

Note: Subcontracting: Interlock Manager concurrent program's
reconciliation step reconciles date changes and quantity changes
made after the previous Interlock Manager run:

e If the need by date on the subcontracting order is updated or
the schedule ship date on the subcontracting sales order for the
subcontracting components are updated, then the
corresponding subcontracting sales order, and WIP job needs
to be rescheduled. Also, the replenishment purchase order for
the subcontracting components needs to be updated.

¢ If the quantity on the subcontracting order is updated, the
quantity on the corresponding subcontracting sales order and
WIP job at the MP organization needs to be updated. If there
are any shipment allocations, the allocations need to be
updated.

e If the subcontracting order in OEM organization is cancelled
then the corresponding subcontracting sales order and WIP job
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in MP organization will also be cancelled.

5. Component items are issued and the discrete job is completed in MP,

The Production Supervisor in the MP organization can release the WIP job and
execute it like any other order in MP organization. Subcontracting components in
MP can be flagged as serial controlled or serial tagged as the business needs.
Subcontracting components can be either back-flushed or issued to the WIP job and
then the Job can be completed.

6. Upon completion of the final assembly, the MP ships the Outsourced Assembly A
to OEM against the subcontracting order. The OEM ship confirms the assembly
item A from MP against the same sales order.

7. The OEM receives assembly item A against the subcontracting order.

8. The AP invoice is created in the OEM to pay the MP for the value addition and the
ERS program is run to create AP invoices for the subcontracting order of Assembly
A. This creates invoices for Pay On Receipt.

9. ARinvoice is created against the ship confirmed subcontracting sales order shipped

from MP.

Comparing Outsourced Manufacturing (Subcontracting) Business Types

Characteristics

Subcontracting
Component
Ownership

Country Specific
Deployability

Costing Method

Chargeable
Subcontracting

Component sales is
provisional and
ownership lies with
the OEM

Applicable to Japan,
Korea and Taiwan

Available for
Standard Costs Orgs
only

Buy/Sell
Subcontracting

Ownership is
transferred to MP
after the components
are shipped

Applicable to all
countries

Available for
Standard, Average,
FIFO and LIFO Orgs

Full Outsourcing

No component sale.
Components are
shipped to MP on
consigned basis, and
the ownership of
material is with OEM.

Applicable to all
countries

Available for
Standard Cost Orgs
only
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Payables/Receivables
Netting

Accounting setup

Costs/Price setup
consideration

Mandatory Optional

Requires additional Not relevant
setup for accounting

Subcontracting

components (revenue,

receivables, COGS,

and PPV)

Assemblies/Compone Not relevant
nts costs/prices need

to be setup to avoid

unrealized gain/loss

Not relevant as there
are no sales invoices
for components

Requires setup for
accounting consigned
Subcontracting
components (COGS
and PPV)

Purchase price of the
assembly will be the
Value addition

Major Features of Subcontracting

Subcontracting features include:

Modeling of OEM and MP as inventory organizations to facilitate tracking and
simulation of subcontracting processes.

in any country.

Accounting transactions in the external MP org are not posted to the General
Ledger (GL) to avoid any unwanted financial impact.

Chargeable Subcontracting support is only for Standard Costing Orgs and can
be deployed in Japan, Taiwan, and Korea. This is applicable for both the
Original Equipment Manufacturer (OEM) as well as Manufacturing Partner

Buy/Sell Subcontracting supports all costing methods and can be deployed in
any country.
Full outsourcing for discrete manufacturing for both internal and external MP

organizations works only with Standard costing method and can be deployed

Full outsourcing for process manufacturing for only external MP organizations
works only with Standard costing method and can be deployed in any country.

Separate tracking of accounting transactions and variances associated with

assembly purchases in OEM organizations by setting up:

Subcontracting COGS, Subcontracting Revenue, Subcontracting receivables and
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Subcontracting Variance (applicable to Chargeable Subcontracting)

® Subcontracting Intransit account (applicable to Full Outsourcing for tracking
inventory value at the MP site)

¢ Integrated planning (using ASCP) and subcontracting execution in discrete and
project manufacturing environments to manage and control processes throughout
the extended supply chain.

® Support for different types of component supplies both prepositioned and
synchronized, including the ability to drop ship components to partner's site that
help in flexibly modelling the subcontracting process in varying business
conditions.

® Automatic creation of Discrete Jobs or Flow Schedules in the MP Org to simulate
assembly production at the MP's facility in response to a purchase order or a
blanket release (referred to as Subcontracting Orders in the subcontracting solution)
through a concurrent program referred to as Interlock Manager.

* Automatic creation of component purchase orders (referred to as Replenishment
Purchase Orders in the subcontracting solution) for purchasing components from
OEM and creation of corresponding component sales orders (referred to as
Replenishment Sales Orders in the subcontracting solution) for shipping
components to the MP through the Interlock Manager.

* Automatic allocation of the Replenishment Sales Order component supplies to
corresponding Subcontracting Orders for outsourced assemblies (for both external
and internal MP organizations) through the Interlock Manager.

¢ Automatic receipt of components in the MP Org based on in transit lead times
through a concurrent program referred to as Auto Receive Components eliminate
any manual effort involved in performing such transactions.

* Automatic completion of the discrete job, backflushing of components and
appropriate inventory balancing in the MP Org upon receipt of the outsourced
assembly in the OEM Org for ensuring accuracy of inventory records that better
planning and control through a concurrent program referred to as Process
Receiving Transactions.

® Dedicated Subcontracting Workbench and Reports providing better tracking and
increased visibility throughout the subcontracting life cycle.

* Ability to manage subcontracting process exceptions (over or under consumption,
component or ingredients, assembly returns, and so on) helps in taking care of

process variations and discrepancies.

¢ Option to net subcontracting payables and receivables through the AP/AR Netting
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feature streamlines the payment process and provides greater flexibility in
conducting business with partners.

Support of lot and serial genealogy (Note that with external MP organizations, only
lot genealogy is supported).

Enterprises can define and outsource Assemble to Order (ATO) and Configure to
Order (CTO) items from external or internal manufacturing partners. For example,
pre-configured or configure to order laptops, desktops, automotive components,

and so on.

Endeca support for internal MP organizations and configured assemblies.
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Oracle Outsourced Manufacturing
Command Center

This chapter covers the following topics:

®  Outsourced Manufacturing Command Center Overview
® Order Status Dashboard

¢ Financials Dashboard

e Track and Trace Dashboard
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Outsourced Manufacturing Command Center

Outsourced Manufacturing Command Center Overview

The Outsourced Manufacturing Command Center enables you to efficiently manage
outsourcing businesses across manufacturing partners. Subcontracting supervisors,
managers and buyers can analyze key metrics, drillable graphs, tag clouds, and
network diagrams to proactively manage subcontract orders and monitor inventory at
manufacturing partner sites. Based on your role, you can use the Outsourced
Manufacturing Command Center to:

* View subcontracting status and product quality.

¢ View inventory balances and financial positions.

* Monitor material replenishments using replenishment status insights.
¢ Identify material allocation issues.

e Track delays and take corrective actions to resolve delays.

e Track and trace the complete lifecycle of the outsourcing process for a subcontract
purchase order.

Before you load data from Oracle E-Business Suite into the Outsourced Manufacturing
Command Center, ensure that your EBS data is accurate and current by running
concurrent programs that impact attributes used in the command center. Concurrent
programs to run include:

¢ Interlock Manager

® Auto Receive Subcontract Orders

® Process Receiving Transactions

* Reconciliation Manager

In Oracle Subcontracting, the following Outsourced Manufacturing Command Center

dashboards enable search functions using Enterprise Command Center integration:

®  Order Status dashboard , page 2-4- Use this dashboard to quickly assess the state
of the outsourcing process by identifying where component shortages occur,
identifying assemblies and Manufacturing Partners (MPs) with the most frequent
scraps and production rejects with the most frequent reasons, and identifying the
top exception causes and top corrective actions to take. Top exceptions include
delays in subcontract order schedules, identifying unallocated material
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requirements, and delayed component shipments to manufacturing partners. You
can monitor on-hand inventory of manufacturing partners and take appropriate
actions for better inventory and working capital management.

¢ Financials dashboard, page 2-13 - Use this dashboard to track component value at
the manufacturing partner and reconcile inventory balances. Quickly identify
components or assemblies related to specific manufacturing partners that have
quality issues or excess consumption, and negotiate with manufacturing partners to
improve their manufacturing efficiency.

* Track and Trace dashboard, page 2-20 - Use this dashboard to track and track the
complete genealogy of a subcontract purchase order and all its associated
documents and details using the network diagram. The Subcontract Purchase
Order, Replenishment Sales Order, Replenishment Purchase Order, Work Order,
and the Subcontract Sales Order nodes in the network diagram provide quick visual
indicators to show delays. The Subcontract Purchase Order node also uses visual
indicators to alert you to the unallocated status of a purchase order.

Note: You can use the Outsourced Manufacturing Command Center
only after the installation and common configurations are completed as
described in My Oracle Support Knowledge Document 2495053.1,
Installing Oracle Enterprise Command Center Framework, Release 12.2. For
additional ECC Overview information, see Overview of Oracle Enterprise
Command Center Framework, Oracle E-Business Suite User's Guide.

Searching Enterprise Command Center Dashboards

Use the dashboard sidebars to refine (filter) the data on each dashboard. You can select
a value or record from the Available Refinements component, or use Search to find a
keyword, a value, or a specific record. The type-ahead feature suggests matches for
your entry that correspond to the available refinements. When you submit a search, the
search term is added to the Selected Refinements list, and the dashboard data is refined
to include only records that match the search. You can add multiple refinements and
remove any of them at any time. Use Saved Search to create and save your search. You
can edit, delete, or refer to this saved search.

Use an asterisk (*) or percent sign (%) to perform a partial keyword or record search
that matches any string of zero or more characters. You can also use a question mark (?)
to perform a partial search that matches any single character.

Additional Information: For more information about searching for and
refining data in enterprise command centers, see Search in Highlights of
an Enterprise Command Center, Oracle E-Business Suite User’s Guide.
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Order Status Dashboard

The Order Status dashboard enables subcontracting managers, supervisors, and buyers
to monitor the health of the outsourcing process by searching for and displaying
outsourced manufacturing information. You can also open and view the network
diagram for selected subcontract orders from the Subcontract Orders Details tab in the
Order Status dashboard. Based on your role, you can use this dashboard to:

¢ Track subcontract order status and monitor delays and receipts.

¢ Ensure that the subcontracting orders are allocated along with the replenishment
sales orders, and components are shipped to the manufacturing partner in a timely
manner.

e Identify the component usage variations (adjustments) for assemblies, and analyze
the adjustment reasons.

*  Monitor the quality of outsourced assemblies received from the manufacturing
partners.

Using refinements, you can search on organization details, subcontract order details,
replenishment details, component details, consumption details, and quality details and
view the subcontracting metrics, charts, and transaction results tables. You can refine
the data that is displayed in the dashboard by clicking on the metrics, the data points on
the charts, and the dimension and metric value for a data point. See the Outsourced
Manufacturing Command Center Overview , page 2-2 for more information.

From the Subcontracting Super User responsibility, navigate to the Order Status
dashboard:

(N) Subcontracting >Outsourced Manufacturing Command Center >Order Status
(tab)
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Order Status Dashboard
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The following table describes the Order Status dashboard components:
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Component Description

Subcontract Orders (tab) The Subcontract Orders tab displays the
following key metrics that summarize
subcontract orders information:

® Manufacturing Partners

This metric displays the number of
manufacturing partners engaged to
manufacture the assemblies.

Open

This metric displays the number of
subcontract orders placed with
manufacturing partners for assemblies
that have not yet been fully received.

Unallocated

This metric displays the number of
distinct subcontracting orders with one or
more component requirements that are
not yet fully allocated.

Delayed

This metric displays the number of
subcontracting orders that are not yet
fully received by the need-by dates.

Customers Impacted

This metric displays the number of
customer shipments that may be
impacted due to delays in subcontract
orders.

Rejections

This metric displays the number of
distinct subcontract orders with one or
more assemblies rejected due to quality
issues.

Click a metric link to refine the dashboard
data.
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Component

Description

Replenishment Orders (tab)

The Replenishment Orders tab displays the
following key metrics that summarize
replenishment orders information:

®  Subcontracting Organizations
This metric displays the number of
subcontract organizations that are
outsourcing the assemblies.

Open

This metric displays the number of
replenishment orders for the components
that are not yet fully shipped to
manufacturing partners.

®  Delayed

This metric displays the number of
replenishment orders that have not yet
been fully shipped by the shipment date.

Click a metric link to refine the dashboard
data.
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Component Description

Subcontract Orders (tab) The Subcontract Orders tab displays the
following charts:

Subcontract Order Delays - This chart
displays the number of delayed
subcontract orders. Click the Options
icon to select Subcontracting
Organization Code, Manufacturing
Partner Organization Code, Assembly, or
Customer from the Dimension menu.
Subcontract Order Schedule is the
available option from the Group
Dimensions menu.

Subcontract Order Allocations - This
chart displays the number of allocated
and unallocated subcontract orders. Click
the Options icon to select Subcontracting
Organization Code, Manufacturing
Partner Organization Code, Assembly, or
Customer from the Dimension menu.
Allocation Status is the available option
from the Group Dimensions menu.
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Component Description

Replenishment Orders (tab) The Replenishment Orders tab displays the
following charts:

Replenishment Order Delays - This chart
displays the number of delayed
replenishment orders. Click the Options
icon to select Subcontracting
Organization Code, Manufacturing
Partner Organization Code, or
Component from the Dimension menu.
Replenishment Order Schedule is the
available option from the Group
Dimensions menu.

Replenishment Order Allocations - This
chart displays the number of allocated
and unallocated replenishment orders.
Click the Options icon to select
Subcontracting Organization Code,
Manufacturing Partner Organization
Code, Component, or Assembly from the
Dimension menu. Sales Order Allocation
is the available option from the Group
Dimensions menu.

Adjustments (tab) The Adjustments tab displays the following
chart and results table:

® Component Consumption Adjustments -

This chart displays the number of
subcontract orders with component
consumption adjustments and reasons.
Click the Options icon to select
Subcontract Adjustment Reason,
Subcontracting Organization Code,
Manufacturing Partner Organization
Code, or Assembly from the Dimension
menu. Component is the available option
from the Group Dimensions menu.

The Adjustment Details - This results
table displays attributes pertaining to
component consumption adjustments.
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Component Description

Quality (tab) The Quality tab displays the following chart
and results table:

®  Subcontract Order Rejections - This

chart displays the number of rejected
subcontract orders and rejected
assemblies. Click the Options icon to
select, Rejection Reason, Subcontracting
Organization Code, or Manufacturing
Partner Organization Code from the
Dimension menu. Assembly is the
available option from the Group
Dimensions menu.

Quality Details - This results table
displays attributes pertaining to quality
inspections.
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Component Description

Results Tables (tab layout) The Order Status dashboard results tables
display subcontracting information in the
following tabs:

Subcontract Order Details

Use this tab to select and view
subcontract order details based on the
following options available from the
drop-down list:

Subcontract Order Details

®  Work Order Details

Customer Sales Order Details
Assembly Details

Organization Details
Subcontract Quantity and Price

Select a subcontract order and click the
Actions icon to:

Notify Supplier - Click this link to
navigate to the Suppliers page.

View Network - Click this link to
view the Outsourced Manufacturing
Track and Trace diagram for a
subcontract order in the Track &
Trace dashboard.

You can also select multiple subcontract
orders in the Subcontract Order Details
tab and then select View Network from
the Actions menu to view the multiple
orders in the Track & Trace dashboard.

Replenishment Details

Use this tab to select and view
replenishment details based on the
following options available from the
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Component Description

drop-down list:

Replenishment Sales Order Details

Replenishment Sales Order Quantity
and Price

Organization Details
Drop-Ship Details

You can view information in the
Replenishment Details tab using the
default Table View or the Timeline View.
To view key events for subcontract
orders, replenishment sales orders, and
work orders, click the Timeline View
icon in the Replenishment Details tab.

In the Timeline View, you can see the
following events for:

®  Subcontract Orders — View the

Required Date, Inspection Date, and
Receipt Date.

Replenishment Sales Orders — View
the Schedule Ship Date, Actual Ship
Date, and Expected Receipt Date.

®  Work Orders — View the Scheduled
Start Date, Scheduled Completion
Date, Actual Start Date, and Actual
Completion date.

Click Timeline View Option to enable
the overview display and the maximum
number of events of up to 500.

Component Details

Use this tab to select and view component
details based on the following options
available from the drop-down list:

®  Component Details
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Component Description

* Component Quantities and Price

Click the links in the table columns to refine
the information available on the dashboard.

The following actions are available from the
Options icon in the Order Status dashboard
tables:

®  Compare - Select multiple rows to

compare information.

Export - Export the search results in a
comma-separated values (CSV) file
format.

Financials Dashboard

The Financials dashboard enables cost managers and buyers to monitor inventory at
the manufacturing partner site and track adjustments and financial transactions to
ensure proper costing and accounting for a seamless outsourcing process. Based on
your role, you can use the this dashboard to:

e Track the value of open subcontracting order quantity that has not been received.

e Track the value of component inventory at the manufacturing partner site. Use this
for standard cost update in the OEM organization.

* Monitor assemblies and components that are not yet invoiced.
e Track the cost of component adjustments and assembly rejections.

Using refinements, you can search on organization details, subcontract order details,
subcontract order quantities, subcontract order dates, replenishment details,
replenishment quantities, replenishment dates, and component details and view the
subcontracting metrics, charts, and transaction results tables. You can refine the data
that is displayed in the dashboard by clicking on the metrics, the data points on the
charts, and the dimension and metric value for a data point. See the Outsourced
Manufacturing Command Center Overview , page 2-2 for more information.

From the Subcontracting Super User responsibility, navigate to the Financials
dashboard:

(N) Subcontracting >Outsourced Manufacturing Command Center >Financials (tab)
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Financials Dashboard
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The following table describes the Financials dashboard components:
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Component

Description

Inventory Summary (tab)

The Inventory Summary tab displays the
following key inventory metrics:

® Manufacturing Partners

This metric displays the number of
manufacturing partners engaged to
manufacture the assemblies.

Subcontracting Organizations

This metric displays the number of
subcontract organizations that are
outsourcing the assemblies.

Components

This metric displays the number of
components that are replenished to
manufacturing partners.

Assemblies

This metric displays the number of
assemblies that are outsourced to
manufacturing partners.

Click a metric to refine the information in the
dashboard.
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Component Description

Financial Summary (tab) The Financial Summary tab displays the
following key metrics that summarize
financial information:

® Currency

This metric displays the functional
currency.

In-Transit Inventory Value

This metric displays the value of in-
transit inventory.

On-Hand Inventory Value

This metric displays the on-hand
inventory value at the manufacturing
partner.

Uninvoiced Assemblies Value

This metric displays the value of
assemblies received but not invoiced.

Uninvoiced Component Value

This metric displays the value of
component shipments sent to the
manufacturing partner but not currently
billed.

Component Adjustment Value

This metric displays the value of
components that are over-consumed and
adjusted.

Click a metric to refine the information in the
dashboard.
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Component Description

Inventory (tab) The Inventory tab displays the following
charts:

On-Hand Component Inventory - This
chart displays the value of components
that are on hand and in inventory. Click
the Options icon to select Manufacturing
Partner Organization Code, or
Subcontracting Organization Code from
the Dimension menu. Component is the
available option from the Group
Dimensions menu.

In-Transit Component Inventory - This
chart displays the value of components
that are in transit. Click the Options icon
to select Manufacturing Partner
Organization, Code, or Subcontracting
Organization Code from the Dimension
menu. Component is the available option
from the Group Dimensions menu.

Uninvoiced Value (tab) The Uninvoiced Value tab displays the
following charts:

Uninvoiced Assemblies - This chart
displays the value of assemblies that have
not been invoiced. Click the Options icon
to select Manufacturing Partner
Organization Code, or Subcontracting
Organization Code from the Dimension
menu. Assembly is the available option
from the Group Dimensions menu.

Uninvoiced Components - This chart
displays the value of components that

have not been invoiced. Click the Options

icon to select Manufacturing Partner
Organization Code, or Subcontracting
Organization Code from the Dimension
menu. Component is the available option

from the Group Dimensions menu.
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Component Description

Adjustments (tab) The Adjustments tab displays the following
chart and results table:

® Consumption Adjustments - This chart

displays the value of component
consumption adjustments and reasons.
Click the Options icon to select,
Subcontract Adjustment Reason,
Manufacturing Partner Organization
Code, or Subcontracting Organization
Code from the Dimension menu.
Component is the available option from
the Group Dimensions menu.

Adjustment Details - This results table
displays attributes pertaining to
component consumption adjustments.

Rejections (tab) The Rejections tab displays the following
chart and results table:

Assembly Rejections - This chart
displays the value of rejected assemblies.
Click the Options icon to select Rejection
Reason, Manufacturing Partner
Organization Code, Subcontracting
Organization Code, or Assembly from the
Dimension menu. Assembly is the
available option from the Group
Dimensions menu.

Rejection Details - This results table
displays attributes pertaining to rejected
assemblies.

2-18 Oracle Outsourced Manufacturing User's Guide for Discrete, Seiban-Based, and Process Manufacturing



Component Description

Results Tables (tab layout) The Financials dashboard results tables
display subcontracting information under the
following tabs:

Subcontract Order Details

Use this tab to select and view
subcontract order details based on the
following options available from the
drop-down list:

Subcontract Order Details

®  Work Order Details

Customer Sales Order Details
Assembly Details

Organization Details
Subcontract Quantity and Price

Select a subcontract order and click the
Actions icon to:

Notify Supplier - Click this link to
navigate to the Suppliers page.

View Network - Click this link to
view the Outsourced Manufacturing
Track and Trace diagram for a
subcontract order in the Track &
Trace dashboard.

You can also select multiple subcontract
orders in the Subcontract Order Details
tab and then select View Network from
the Actions menu to view the multiple
orders in the Track & Trace dashboard.

Replenishment Details

Use this tab to select and view
replenishment details based on the
following options available from the
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Component Description

drop-down list:

Replenishment Sales Order Details

Replenishment Sales Order Quantity
and Price

Organization Details

Drop-Ship Details

Component Details

Use this tab to select and view component
details based on the following options
available from the drop-down list:

®  Component Details

®  Component Quantities and Price

Click the links in the table columns to refine
the information available on the dashboard.

The following actions are available from the
Options icon in the Financials dashboard
tables:

®  Compare - Select multiple rows to

compare information.

Export - Export the search results in a
comma-separated values (CSV) file
format.

Track and Trace Dashboard

The Track & Trace dashboard enables subcontracting managers to view the complete
lifecycle of the outsourcing process for a subcontract purchase order in the Outsourced
Manufacturing Track and Trace diagram. The network diagram provides a traceability
solution to track and trace a subcontract purchase order using all the related
documents. This dashboard provides visibility into delays in the outsourcing process
using visual indicators for allocation status and delays in the network diagram nodes.
You can use this dashboard to:
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e Track any delays in shipment of subcontract components to the manufacturing
partner (MP).

* Monitor delay alerts in the Replenishment Sales Order node and proactively
collaborate with the raw material supplier to resolve shipment delays in of drop-
ship subcontract components to the MP.

* Monitor delay alerts in the Work Order node and proactively collaborate with the
MP to resolve these delays in the manufacturing of an outsourced assembly.

® Track unallocated subcontract purchase orders to avoid delays in planning of pre-
positioned components.

* View and monitor outsourced assembly quality and rejections, if any.
* View and monitor component adjustments and their reasons.

You can query and search for a subcontract order to view or use the available
refinements to filter the information displayed in the network diagram. You can view
details by clicking on each network diagram node. See the Outsourced Manufacturing
Command Center Overview , page 2-2 for more information.

From the Subcontracting Super User responsibility, navigate to the Track & Trace
dashboard:

(N) Subcontracting >Outsourced Manufacturing Command Center >Track & Trace
(tab)

Note: To navigate to the Track & Trace dashboard, you can also:

e (lick the link icon in the Network column on the Subcontract
Order Details tab in the Order Status and theFinancials
dashboards for selected subcontract orders.

* Select multiple subcontract purchase orders in the Order Status
and Financials dashboards, and then select View Network from
the Actions menu.
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Track and Trace Dashboard
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The following table describes the Track & Trace dashboard components:

Component

Description
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Outsourced Manufacturing Track and Trace  This diagram displays the network details for

(diagram)

the node you query or the refinements that
you select. Right-click a node to select the
following options available for the node:

Make Anchor Node - Select this option to
make a node the main node.

Show Adjacent Nodes - Select this option
to expand a node to see its related nodes.

Highlight Path - Select this option to
highlight the specific path of a node. You
can right-click and select Unhighlight
Path to remove highlighting a path.

Explore Node - Depending on the node
you select, click this option to explore that
specific node. For example, for a
subcontract order node, you can explore
the subcontract order node further and
for an OEM organization node, you can
explore the OEM organization node.

Compare - Select multiple nodes and
click Compare for a side-by-side
comparison of the records of each
selected node.

Show Details - Select this to view details
for a node. On the Details window that
opens, select multiple filters and then
click Find Similar to apply these filters to
the diagram.

Based on your search and selected
refinements, this diagram displays the
following nodes:

®  OEM Organization - Click Show Details
to view the organization name and
organization code for the Original
Equipment Manufacturer (OEM)
organization.

Subcontract Purchase Order - Click
Show Details to view the subcontract
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purchase order number and the
subcontracting type such as Full, Buy and
Sell, or Chargeable subcontracting. This
node also shows information on ordered
quantity, received quantity, allocated
quantity, unallocated quantity, and the
order schedule status.

Outsourced Assembly - Click Show
Details to view the assembly name,
assembly description, and assembly type.

Subcontract Component - Click Show
Details to view the component name,
component description, component type,
allocated quantity, and unallocated
quantity.

Dropship Information - Click Show
Details to view the drop-ship requisition
number, drop-ship purchase order
number, and the drop-ship purchase
order supplier.

Replenishment Sales Order - Click Show
Details to view the replenishment sales
order number, ordered quantity,
allocated quantity, unallocated quantity,
schedule ship date, actual ship date, and
shipment schedule status.

Replenishment Purchase Order - Click
Show Details to view the replenishment
purchase order number, received
quantity, and the expected receipt date.

®  Work Order - Click Show Details to view
the work order number, scheduled start
date, scheduled completion date, and the
actual completion date.

MP Organization - Click Show Details to
view the organization name and the
organization code for the Manufacturing
Partner (MP) organization.

Subcontract Sales Order - Click Show
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Details to view the sales order number,
schedule ship date, and actual ship date.

Quality Inspection - Click Show Details
to view the inspection result, inspection
date, rejection reason, and the rejected
quantity.

Component Adjustment - Click Show
Details to view the adjustment reason,
adjustment quantity, and adjustment
value.

Click the View Timeline link from the
Subcontract Order, Replenishment Sales
Order, and Work Order nodes to view the
following key events in the Timeline View:

® Required Date, Inspection Date, and

Receipt Date for subcontract orders.

®  Schedule Ship Date, Actual Ship Date,
and Expected Receipt Date for
replenishment sales orders.

®  Scheduled Start Date, Scheduled
Completion Date, Actual Start Date, and
Actual Completion Date for work orders.

Click Timeline View Option to enable the
overview display and the maximum number
of events of up to 500.

The following nodes will display the Order
Schedule Status icon, if any associated
document is still open and is past its expected
fulfillment date:

®  Subcontract Purchase Order

Subcontract Sales Order
Dropship Information
Replenishment Sales Order

Replenishment Purchase Order
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Work Order

As a subcontracting manager you can use the
Order Schedule Status icon to monitor delays
for a node and quickly take actions to resolve
issues.

The Subcontract Purchase Order node also
displays the Allocation Status icon if the
subcontract purchase order is unallocated.
This visual indicator alerts you to the
unallocated status and enables you to then
plan the placement of prepositioned
components at the MP organization.

The following icons are available for the
Outsourced Manufacturing Track and Trace
diagram:

®  Export to Image - Export the Outsourced
Manufacturing Track and Trace image.

Export to CSV - Download and export
the information as a CSV file.

Export to PDF - Download and export the
information in the PDF format.

Row Expander - View the outsourced
manufacturing information for a
subcontract order in rows instead of a
diagram, at levels such as subcontract
header, outsourced assembly,
components level and so on. To go back
to the diagram view, click the Network
Diagram icon.

2-26 Oracle Outsourced Manufacturing User's Guide for Discrete, Seiban-Based, and Process Manufacturing



3

Setting Up for Discrete Manufacturing

This chapter covers the following topics:

¢ Opverview of Setting Up Subcontracting

¢ Setting Profile Options

e Setting up OEM Organizations

* Setting Up Manufacturing Partner Organizations

* Defining Customers and Suppliers

* Associating Customers and Suppliers

® Setting Up Item Definitions

e Setting Up Bills of Material for Outsourced Assemblies

e Setting Up Specific Subcontracting Accounting

¢ Defining Specific Receivables Transaction Types for Chargeable Subcontracting
¢ Defining Specific Transaction Sources for Chargeable Subcontracting

*  Setting Up Specific Order Management Transaction Types for Subcontracting
* Setting Up Standard Costs of Components and Assemblies for Subcontracting
e Defining Price Lists for Subcontracting Components

®  Setting Up Purchase Price of an Outsourced Assembly

* Setting Up a Shipping Network

¢ Defining Sourcing Rules

¢ Defining Netting Agreements

* Using Setup Diagnostics
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Overview of Setting Up Subcontracting

Setup Steps

Process Steps

The following sections describe the common setup steps that are required for
implementing Outsourced Manufacturing solutions with an emphasis on set up steps
required for Chargeable Subcontracting, Buy/Sell Subcontracting, and Full Outsourcing
for discrete manufacturing.

For specific subcontracting set up for seiban-based manufacturing, see Seiban-Based
Manufacturing Setup, page 10-1.

For specific subcontracting set up for process manufacturing, see Subcontracting Setup
for Process Manufacturing, page 11-3.

The key setup steps are:

1. Enable subcontracting profile options.
2. Define Customers and Suppliers.

3. Define OEM and MP Organizations, and associate customers and suppliers defined
in the previous step.

4. Define components and assemblies in both the MP and OEM organizations.

5. Define specific accounts, AR, and OM transaction types for execution and
accounting.

Note: This step is required only for Chargeable Subcontracting.

6. Define shipping networks between the OEM and MP, and enable subcontracting
relationships.

7. Setup AP/AR Netting Agreements (mandatory for Chargeable Subcontracting,
optional for Buy/Sell, and not required for Full Outsourcing).

The Subcontracting process includes these steps:
1. Creating a purchase order (referred to as Subcontracting Order) for buying the

outsourced assembly from the MP.

2. Creating a Discrete Job in the MP Organization or a Flow Schedule (for assemblies
with flow routing) in Internal MP Organization against the Subcontracting Order
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automatically, using the Interlock Manager.

3. Creating Replenishment Purchase Orders (RPOs) in the MP Organization for
procuring components from the OEM. RPOs are automatically created for
synchronized components using the Interlock Manager. For prepositioned
components you can manually create RPOs, or use ASCP to create RPOs
automatically

4. Creating Replenishment Sales Orders in the OEM Organization for shipping
components from OEM to MP automatically using the Interlock Manager.

5. Ship-Confirming Replenishment Sales Orders in the OEM Organization to ship
components to MP.

6. Running the Auto Receive Components concurrent program to automatically
receive the components in the MP.

7. Receiving the outsourced assemblies in the OEM Organization against
subcontracting orders created in Step 1.

8. Running the Process Receiving Transactions concurrent program when the MP is
external. This step completes the WIP job and backflushes the components and
reduces the inventory of the outsourced assembly by an appropriate amount in the
MP Organization.

9. Performing batch netting for AP and AR invoices, for paying the MP. This is an
optional step for Buy/Sell Subcontracting and not required for Full Outsourcing.

Chargeable Subcontracting Setup and Process:

This diagram illustrates the setup and process flow for Chargeable Subcontracting:
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Setup

Process

Enable
Subcontracting Profiles

I

Create Subcontracting Orders
for Outsourced assembly in
OEM Organizations

Define Customers and
Suppliers

l

Define OEM and MP
Organizations

l

Define Assemblies
and Components

Define Accounting
Setup

[
s I
Create WIP Jobs for
Assembly in MP Organization

- v

|

(" Create Replenishment )
Purchase Orders for
Companents in MP

Organization
. | J
lfCraate Replenishment Sales\
Orders for
Components in OEM
Organization
- J

Receive Components
Against Replenishment PO in
MP Organization

- /

Receive Assemblies against
Subcontracting orders
In CEM Crganization

v

Define Shipping
Networks

Ship Replenishment
Sales Order in OEM
Organization

1

Complete WIP jobs and
backflush components
in MP Organization

. J‘

v

Net AP/AR in OEM and
Make Payment to MP

D Automatic Process

Note: Replenishment Purchase Orders (RPOs) are automatically created
for synchronized components using the Interlock Manager. For
prepositioned components you can manually create RPOs, or use ASCP
to create RPOs automatically. See the Subcontracting Process for

Discrete Manufacturing chapter.

Buy/Sell Subcontracting Setup and Process :

This diagram illustrates the setup and process flow for Buy/Sell Subcontracting;:
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Setup Process
Enable gutﬁontracting Create Subcontracting Orders Receive Companents
rofiles for Outsourced assembly in e Against Replenishment PO in
OEM Organizations MP Organization
I 1 - Y,
Define Customers and r/‘ ™
Suppliers
Create WIP Jobs for ; ; ;
- P Receive Assemblies against
l Assembly in MP Organization Subcontracting orders
l\_ J In CEM Crganization
Define OEM and MP T
rganization
Organizations (" Create Replenishment )
l Purchase Orders for e
Conapggqngst 'Q MP Complete WIP jobs and
) rganization
Define Assemblies o J b?ﬁﬂgsgf%rgg;?izws
and Components, BOMs ] 9
(- | A -
| Create Replenishment Sales j
Orders for Components in == sy
Define Accounting OEM Organizations | _ |
Setup \ y; | NetAP/ARin OEM and |
| : Make Payment to MP |
I
+ Ship Replenishment D I
Define Shipping Sﬂ'eg,ggg;;;?oﬁm [ manual Steps
eworks (O Automatic Process
L1 7 Optional Step

Note: Replenishment Purchase Orders (RPOs) are automatically created
for synchronized components using the Interlock Manager. For
prepositioned components you can manually create RPOs, or use ASCP
to create RPOs automatically. See the Subcontracting Process for
Discrete Manufacturing chapter.

Full Outsourcing with External MP Setup and Process

This diagram illustrates the setup and process flow for Full Outsourcing with External
MP Organizations:
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in MP Organization

p

Receive Components Against

_./

Subcontracting orders
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Note: Replenishment Purchase Orders (RPOs) are automatically created
for synchronized components using the Interlock Manager. For
prepositioned components you can manually create RPOs, or use ASCP
to create RPOs automatically. See the Subcontracting Process for
Discrete Manufacturing chapter.

Full Outsourcing with Internal MP Setup and Process

This diagram illustrates the setup and process flow for Full Outsourcing with Internal

MP Organizations:
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Setup

Process

Enable Subcontracting
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[

Define Customers and
Suppliers

|
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and MP Organizations as
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Define Assemblies
and Components
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Setup
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*Create customer supplier sites with
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Note: Replenishment Purchase Orders (RPOs) are automatically created
for synchronized components using the Interlock Manager. For
prepositioned components you can manually create RPOs, or use ASCP
to create RPOs automatically. See the Subcontracting Process for

Discrete Manufacturing chapter.

Setting Profile Options
Subcontracting uses the following profile options:

¢ JMF: Enable Subcontracting

¢ Subcontracting Enabled
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User Sys Sys Sys Sys
Admin Admin Admin Admin

Profile Option User User Resp App Site Required Default
Value

JMEF: Enable - - - - Yes No No

Subcontracting

Subcontracting - - - - Yes No No

Enabled

Yes You can update the profile option

- You can view the profile option value but you cannot change it.

No You cannot view or change the profile option value.

JME: Enable Subcontracting

This profile should be set to Yes to use the subcontracting features. You can update this
profile option at the site level only.

Yes: Enables Subcontracting.
No: Disables Subcontracting.
Subcontracting Enabled

This profile should be set to Yes to consider outsourced assembly item invoices in AP
and AR Netting. You can update this profile option at the site level only.

Yes: Enables Subcontracting AP/AR Netting
No: Disables Subcontracting AP/AR Netting

Related Topics

See: Profile Options, Oracle E-Business Suite System Administrator’s Guide - Maintenance.

Setting up OEM Organizations

Define and set up the Original Equipment Manufacturer (OEM).

The OEM organization is the organization that buys an outsourced assembly, and ships
subcontracting components to the manufacturing partners.
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To set up OEM organizations:

1.

From the Inventory responsibility, navigate to the Organization window.

Define the OEM organization as an inventory organization. Select the Location
Address of the country for which you are setting up Chargeable Subcontracting or
Buy/Sell Subcontracting or Full Outsourcing.

O Organization
Name |GBL OE3 Organization Type |Plant
Dates
From |26-0CT-2005 To
Lacation (OE3 Location Internal or External Internal
Location Address  |Japan.......... Japan

Internal Address [ ]

Organization Classifications

Marme Enahled
| Inventory Organization v =1
Others

Select Others. The Additional Organization Information window appears.
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Additional Organization Infarmation

Find %

Additional Information
Accounting Infarmation
CustomerSupplier Association

e ntany Information
Feceiving Informatian

Find | Ik Qancel).l

4. Select Inventory Information to view the Organization Parameters window.
5. Select the Costing Information tab.

6. Set the Costing Method of the OEM Org as below:

® For Chargeable Subcontracting, set the Costing Method to Standard.

e For Buy/Sell Subcontracting, set the Costing Method to any of the following
costing methods: Standard, Average, FIFO and LIFO.

¢ For Full Outsourcing set the Costing Method to Standard.

7. Since the OEM is a regular inventory organization, select Yes for Transfer to GL to
post all accounting transactions to the general ledger.
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Inventory Parameters | Costing Information| Revision, Lot, Serial And LPN AT, Pick, ltem-Sourcing j

ENLRGERFEL SEL OES Oraanization)
Costing Method | Standard
Rates Cost Type
Transferto GL | Yes -

[ Reverse Encumbrance
[ Project Cost Collect. Enabled

[ Defer Logical Transactions

Cost Cutoff Date

Default Material Sub-Element

haterial Overhead Sub-Elerment
Default Cost Group |CG-120604

Valuation Accounts
Material 101-000-1410-0000-000
Outside Processing |01-000-1450-0000-000
Material Cwerhead (01-000-1420-0000-000
Owerhead (01-000-1430-0000-000
Resource |01-000-1440-0000-000
Expense |01-520-7530-0000-000

Note: Warehouse Management (WMS) and EAM-enabled
organizations are supported as OEM organizations. You can assign
or define outsourced assemblies and subcontracting components
for these organizations.

To set up OEM organizations in process-enabled inventory
organizations see Subcontracting Setup for Process Manufacturing,
page 11-3.

8. Save your work.

For additional information about organization setup, see: Defining Inter-
Organization Information, Oracle Inventory User’s Guide and Organization
Parameters Window, Oracle Inventory User’s Guide.

Setting Up Manufacturing Partner Organizations

To use the Chargeable, Buy/Sell Subcontracting and Full Outsourcing features, define
the Manufacturing Partner Organization.
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To set up MP organizations:
1. Navigate to the Organization window.

2. Define the MP organization as an inventory organization. Select the Location
Address of the country for which you are setting up Chargeable Subcontracting or
Buy/Sell Subcontracting or Full Outsourcing.

GEL TP1 Organization Type |Third Party
Dates
Fram 26-0CT-2005 Ta
Location (TP Location Intermal or External | External
Location Address  |Japan......... Japan

Internal Address [ 1

Organization Classifications

Mame Enabled
l Imeentary Organization v =l
Others

3. Click Others. The Additional Organization Information window appears.
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Additional Organization Infarmation

Find %

Additional Infarmation

Accounting Infarmation
CustomerSupplier Association

e ntany Information
Feceiving Informatian

Eind

(o

[Qancel).l

Select Inventory Information. The Organization Parameters window appears.

In the Organization Parameters window, check the Manufacturing Partner
Organization indicator to select the Manufacturing Partner Type.
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© Organization Parameters (MP4)

Inventory Parameters | Costing Information  Rewvision, Lot, Serial And LPN  ATP, Pick, tem-Sourcing

Organization Code

[tem Master Organization
Calendar

Demand Class

Mave Order Timeout Period
Maove Order Timeout Action
Locator Control

Default On-Hand Material Status

Enabled Products & Features

MP4

|‘\fision Operations
Wision01

|
’7

|Appr0~:e automatically - |

|N0ne v|

" Enforce Locator Alias Uniqueness

[ Quality Skipping Inspection Control
¥ Allow Negative Balances

[/ Auto Delete Allocations at Move Order Cancel

¥ Manufacturing Partner Organization [ EAM Enabled

Type

- [TWMS Enabled

["'WCS Enabled

[ Process Manufacturing Enabled 7 LCM Enabled

EAM Organization |
Capacity

Volume

Load Weight Uom

[ wom

6. Select Manufacturing Partner Type as either External or Internal.
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Inventory ParameiarsL Costing Information Rewision, Lot, Serial And LPN = ATP, Pick, tem-Sourcing _'| [F=1

Organization Code \MP4
Itern Master Organization |Vision Operations
Calendar |Vision01
Demand Class
Move Order Timeout Period
Move Order Timeout Action | Approve automatically he
Locator Control | None -
Default On-Hand Material Status
Enforce Locator Alias Unigueness
Quality Skipping Inspection Control
W Allow Negative Balances
Auto Delete Allocations at Move Order Cancel

Enabled Product 8 Eoztoz
i Manufacturingm EAM Enabled

Internal
MP Type - WS Enabled
= : LCM Enabled
Process Manufacturing Enabled
WCS Enabled
EAM Organization
Capacity
Load WWeight UO
Volume UOM

Select the Costing Information tab.

Select No for Transfer to GL if the MP organization type is external as the MP
organization is created for simulation and the accounting transactions for this
organization should not be transferred to the general ledger.

Select Yes for Transfer to GL if the MP organization type is internal to transfer
accounting transactions for this organization to the general ledger. For internal MP
organization types, the costing method in the organization parameter should be
Standard and Process Manufacturing Enabled should be not checked.
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anization Param

Imventary Parameters | Costing Information | Revision, Lot, Serial And LPN AT, Pick, ltem-Sourcing J

ETBRGENFELGEL TR Crganization
Costing Method | Standard
Rates Cost Type
Transferto GL Mo -
[ Reverse Encumbrance
[ Project Cost Collect. Enahled

[ Defer Logical Transactions

Cost Cutoff Date

Default Material Sub-Elerment

Material Overhead Sub-Element
Default Cost Group |CG-121504

Valuation Accounts
Material 01-580-7740-0000-000
Outside Processing  [01-580-7740-0000-000
Material Cwerhead  01-580-7740-0000-000
Ciwerhead |01-580-7740-0000-000
Resource |01-580-7740-0000-000
Expense |01-580-7740-0000-000

9. Save your work.

For additional information about setting up an Organization, see: Defining Inter-
Organization Information, Oracle Inventory User’s Guide and Organization
Parameters Window, Oracle Inventory User’s Guide.

To set up receiving options for MP organizations:

In Chargeable, Buy/Sell, and Full Outsourcing subcontracting practices, the MP
procures subcontracting components from the OEM. To support this, the system
automatically creates replenishment purchase orders and receives components in the
MP organization. Set up the receiving options in the MP organization to enable this.

1. From the Purchasing responsibility, navigate to the Setup/Organizations/Receiving
options page.

2. Select the MP Organization and click Go. The Receiving Options page appears.

3. Enter Receipt Days Early equals 100, Receipt days Late equals 100, and Receipt
Days Exceeded Action equals none.
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4. Enter Over Receipt Tolerance equals 100 and Over Receipt Action equals none.

5. Enter Receipt Routing equals Direct Delivery.

6. Set Mandatory Accounts as miscellaneous accounts and leave all others blank. This
is because as the MP is created for simulation and the costs are not posted to the
general ledger, the accounts are not significant.

ORACLE"
Receiving Dptions Inventary Organization | GBL TP1 Orgarization ~| [ 6o
* Indicates required Field Cance| Gave
Enforce Ship-To | None ] [ allow Unordered Receipts
ASH Control Action | None o 7] llows Express Transactions
* R 100 [ llow Cascade Transactions
* Receipt Days Late | 100 [ Allows Bind Recerving
Recelpt Days Exceed-Action | None _[se] [ vakdate Serial Mumbers on RMA Receipts
S A Receipt Nuber Generation | Automatic [w]
- Receipt Number Typs | Numeric v
Over Receipt Action | Mone | . .
) Mext Receipt Number |1
RMA Receipt Routing | Standard Receipt  w
Receipt Routing | Direct Delivery = Validate Lots on RMA Receipts | Restricted ]

[ Allow Subsbitue Receipts
Accounting
* Receiving Inventory Account  |01-580-7740-0000-000 =
[T ———————r—

Retroactive Price Adjustment Account Q
[ T e e v

* Clearing Account  |01-580-7740-0000-000 !

[ S ———

Cost Factors

[interface to Advanced Pricing
Oinkerface to Transportation Execution

Cancel Save

7. Save your work.

To define WIP parameters:

Define WIP Parameters for the MP organization. See: Defining WIP Parameters, Oracle
Work in Process User’s Guide. Accounts are not significant; therefore, you can set the WIP
accounting class with miscellaneous accounts and then define it in the WIP Parameters
window. The system uses the supply subinventory defined in the WIP Parameters
window to receive the components when the replenishment purchase order is received
in the MP organization. The system also uses it to backflush the inventory when the
WIP job is completed for simulating the material consumption at the MP Organization
after the outsourced assemblies are received against the subcontracting purchase orders
in the OEM organization.

1. From the WIP responsibility, navigate to the Work in Process Parameters window.
2. Select the MP Organization.

3.  Enter WIP parameters.
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= - ] £

Discrete  Repetitive Move Transaction Ma‘terial]_ Intraoperation Outside Processing  Scheduling  Mobile r

¥ Include Component Yield
Backflush Controls

Supply Subinventory |STORES
Supply Locator
Lot Selection Method | Ezpiration Date -
Altemate Lot Selection Method v
Lot Verification | All >
Release Backflush Camponents

Allow Quantity Changes During Backflush

4. Save your work.

Defining Customers and Suppliers

When using the Subcontracting application, the MP acts as both supplier and customer,
and the OEM acts as a supplier. Define the OEM as a supplier/site, and the MP as both a
customer/site and a supplier, and associate these roles in the OEM and MP
organizations, respectively.

When using Full or Buy/Sell Outsourcing with Internal MP organization, both the MP
and the OEM act as supplier and customer. Define a customer and a customer site and a
supplier and a supplier site for both OEM and MP. If the OEM and MP belong to
different Operating Units in the same or different ledgers/legal entities, then create
customer/supplier sites with the same names in both the operating units.

For additional customer setup information, see: Adding Customers, Oracle Order
Management User’s Guide.

To define a customeri/site:

1. From the Order Management responsibility, navigate to the Customers page.

2, Add your Manufacturing Partner as a customer/site.
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ORACLE

Trading Community

Customers
Customers =
Customer: GBL TP1 Organization

ow Preferences

Personalize Page Diag

Customer Information

* Organization Mame  [GBL TP1 Organization

* Registry 1D 7p0e9
Context Yalug E

FSCSM_g 1 (15010
FSCSM_g 2 (3 )
FSCSM g3 (3 )

o
’_

AST_GDE_PartyHeader

Profile | Communication | Party Relationships | Tax Profile

Main Information
4]

Enrich Cancel Save Apply

Custormer TYpe  Organization

o

&

|
0| BB Local intanet v

To define a supplier/site:
Set up both the MP and the OEM as suppliers.

For additional supplier setup information, see: Entering RFQ Supplier Information,

Oracle Purchasing User’s Guide.

1. From the Purchasing responsibility, navigate to the Suppliers page.

2. Enter supplier information.
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3.

ORACLEQ Suppliers

w Preferences Personalize Page Diagnostics

Suppliers

Suppliers: Suppliers >
Update GBL_TPO1 - 1728383: Quick Update

»  Cuick Update
+  Company Profile
o Organization

* Indicates required field

o Tau Details * Supplier Marme  [GBL_TPOL
o Address Book Registry 1D 71286
o Contact Inactive Date &
Directory (exarnple; 24-Oct-2006)
o Business i
Classification Gl
& Products & Pronunciation  |GBL_TPOL
Services
o Barking Details Supplier Sites
@ ESURER Site Status  |Active x| Site Name Operating Unit Go
= Terms and Control
o Accounting Key Purchasing Setups | Key Payment Setups
o Taxand Create
Reporting
o Purchasing
©  Receiving Site Dperating Ship-To I
© PRaymentDetails | Name Unit Location Bill-To Location Ship Via Pay On Alternate Pay Site
o Invoice Wigion - - -
0SA OE3 Location OE3 Location O\ Receipt Q
Management COperations J I J I I £ J I
| | v
2] || 28 Localintranet 4

Save your work.

Associating Customers and Suppliers

For the OEM Organization, you must associate the supplier and supplier site. For the
MP Organization, you must associate the customer and customer site, as well as the
supplier and supplier site. The Advanced Supply Chain Planning (ASCP) application
uses this information to transfer the net demands of assemblies and components
between the OEM and MP organizations.

To associate customers and suppliers:
You must associate the supplier with the OEM. In this example, the OEM supplies
components to the MP and maintains the role of a supplier.

1.

From the Inventory responsibility, navigate to the Organization window.
Select your OEM organization.
Select Others. The Additional Organization Information window appears.

Select Customer/Supplier Association and click OK. The Customer/Supplier
Association window appears.

Enter the Supplier that you are associating with the OEM.

Enter the Supplier Site.
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Customer

Customer Site
Supplier |GEL_OEM_SP3

Supplier Site |BLY
1] 3

Qs | Qancel)l Clear)l Help)l

If using Full Outsourcing with Internal MP organization, where the OEM is defined
as customer/customer site and supplier/supplier site, enter customer/customer site
details for the OEM in the Customer/Supplier Association form.

7. Choose OK.

8. Save your work.

To associate customers and suppliers:

In this example, the MP supplies assemblies, procures components from OEM, and
maintains the role as both supplier and customer.

1. From the Inventory responsibility, navigate to the Organization window.
2. Choose the MP organization.
3. Select Others. The Additional Organization Information window appears.

4. Select Customer/Supplier Association and select OK. The Customer/Supplier
Association window appears.

5. Enter Customer. This entry is the MP organization.
6. Enter the Customer Site to which to ship.
7. Enter the Supplier. This entry is the MP organization.

8. Enter the Supplier Site.
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10.

Custormer |[Els]
Customer Site |Durnrmy1 (Ship To)
Supplier |(GBEL_TPO1

Supplier Site 054
1] 3

Qs | Qancel)l Clear)l Help)l

Click OK.

Save your work.

Setting Up Item Definitions

You must define items and bills in the OEM and the MP organizations. Define items as:

Outsourced Assemblies: Assembly items designed by the OEM and manufactured
by the MP and the MP's site using components supplied by the OEM. Assemblies
can be standard or ATO/CTO outsourced assemblies. Users can also define and
configure ATO/CTO Items and outsource these Configured Assemblies to external
and internal MP Organizations.

Subcontracting Components: Components sent by the OEM to the MP for the
manufacturing of outsourced assemblies. The two types of subcontracting
components supported are:

* Prepositioned - Components that are shipped to the MP without reference to
any specific subcontracting order ahead of placement of such orders by the
OEM. These components are typically low cost items and the OEM stores these
components in larger quantities at Manufacturing Partner site well ahead of
ordering outsourced assemblies.

* Synchronized - Components that are shipped to the MP with reference to a
specific subcontracting order along with the order. These components are
generally high cost items and are shipped when the order is placed with the MP
and in the quantities required to produce the outsourced assembly in the
subcontracting order.

To define outsourced assemblies in the OEM organization:

You can follow the standard item setup steps for defining outsourced assemblies and
subcontracting components. The following key attributes and values are used for
defining an item as an outsourced assembly or a subcontracting component:
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From the Inventory responsibility, navigate to the Organization Item window. The
Find Organization Items window appears.

ation Itern

lterm
ltems
Description

Long Description

lterm Status Primary Unit of Measure
User ltem Type BOM ltem Type ~
Category Set Category
Catalog Group EAM lterm Type &
Inventary ltem ~ Stockable =
Transactahle & Caosting Enabled &
Furchased - Purchasable -
Custamer Ordered - Customer Orders Enabled -
Internal Ordered - Internal Orders Enabled -
Invoiceahle &7 Invaice Enabled &
Build in WP - BOM Allowed -
Recipe Enabled ~ Process Execution Enabled &
Process Quality Enabled & Process Costing Enabled &

o

Enter Item search criteria for the OEM organization and click Find. The
Organization Item window appears.

Select the Purchasing tab.

Define this item as an outsourced assembly by selecting the Outsourced Assembly
checkbox.

Note: You must set the profile option JMF:Enable Subcontracting to
Yes to enable the Outsourced Assembly checkbox.
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3-24

Organization OE3
ltem (GEL_OSA11
GBEL_OsAT

Description

GBL OE3 Organization

Purchased
V! Allow Description Update
[ Qutside Processing ltem

Unit Type

Encumbrance Account
Expense Account

Asset Category

Furchasahle

RFQ Required

Taxahle

Input Tax Classification Code

01-520-7530-0000-000

Mo
Mo

Display Attributes

haster = Oryg

MWlain  Inventary  Bills of Material ~ Asset WManagement  Costing | Purchasing | Receiving  Physical Attributes

All

[~ Use Approved Supplier

Invaice Matching

Receipt Reguired | Yes =

Inspection Required

Default Buyer Unit of Issue
Receipt Close Tolerance % Invoice Close Tolerance %
UM Mumber Hazard Class
List Price 47 Market Price
Price Tolerance 0% Rounding Factor

5. Select the General Planning tab and define the outsourced assembly as a Buy item

for planning.

Organization (OE3
ltemn |GBL_OSA11
Desctiption |GEL_OSAT1

GBL OE3 Organization

e ) [ ([

e

Subcontracting Component

P Inventary Planning Method | Mot Planned

-

Display Attributes

Master = Ory

Costing  Purchasing Receiving Physical Attributes | General Planning | MPS/MWREP Planning  Lead Times

Al

Planner 1. Smith

Make or Buy | Buy -
Min-hMax Quantity Order Quantity Cost
Minimum Minimum Order
Maxirmum Mazirmurm Carrying %

6. Select the MPS/MRP Planning tab and verify that Release Time Fence is empty

(Null). This setting allows ASCP to release and transfer buy planned orders of

assembly to purchasing as purchase orders or releases in the OEM organization.

Note: Outsourced Assemblies can have routings in OEM
organizations and it is not necessary to change the existing routings
while outsourcing the assembly to an MP.
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7.

_—
i
—_ ltem |GBL_OSAT1
Description |GEL_DSATI
g

Organization |[OE3 GBL OE3 Organization

Costing  Purchasing  Receiving  Physical Attributes  General Planning | MPS/MRP Planning | Lead Times

Display Attributes
Master ® Ory Al

[ Exclude Frorm Budget

[ Repetitive Planning
Overrun
Acceptable Rate +
Acceptable Rate -

Demand Time Fence
Release Time Fence

Substitution Window

?;: Planning Method | MRP planning - Exception Set N
_—= Faorecast Contral | Consurme and derive v Shrinkage Rate
Pegging |End Assembly / Soft Pegging < Acceptable Early Days
V' Round Order Quantities (k) [ Planned Inventory Paint (Z) W Create Supply

Y

Planning Time Fence | User-Defined

[ Critical Campaonent

MPS Planning

[ Calculate ATP
Reduce MPS ~

& Days 1
2 Days
< Days
i Days

Save your work.

To define outsourced assemblies in the MP organization:

1.

2,

3.

From the Inventory responsibility, navigate to the Organization Item window. The

Find Organization Items window appears.

Enter Item search criteria for the MP organization and click Find. The Organization

Item window appears.

Select the General Planning tab and define the outsourced assembly as a Make item
for planning. Production of this assembly is simulated in the MP organization.
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on tem (TP1)

Organization |TP1 GEL TP1 Organization

lterm |GEL_OSA1T
Description |GEL_D0SAT1

Costing  Purchasing  Receiing  Physical Attributes | General Planning | MPS/MRP Planning  Lead Times

Inventary Planning Method
Subcontracting Component

Min-Max Quantity

Minimum

haximurm

Display Attributes

Idaster

= Ory

N

Prepositioned A

Order Quantity

Minimum

Maxirmum

Planner

Cost

Order

Carrying

Make or Buy | Make -

|»

%

4. Select the MPS/MRP Planning tab and select Do Not Release (Auto or Manual) for
Release Time Fence. This setting prevents Make planned orders of assembly from
being transferred as discrete jobs in the MP organization.

= [ ol

=0
i

—

Note: Outsourced assemblies cannot have routings in MP

organizations.

Iterm (TP1}

Organization |[TP1 GBL TP1 Organization

ltem (GEL_O0SA11
Description |GEL_DSAT1

Display Attributes

Master

* Org

Costing  Purchasing Recewing  Physical Attributes  General Planning | MPSMRP Planning | Laad Times

Planning Method | MRP planning -

Forecast Cantral | Consume and derive -

W Round Order Cuantities (k)
[ Exclude From Budget

[ Repetitive Planning
Cwerrun
Acceptable Rate +
Acceptable Rate -

Flanning Time Fence
Demand Time Fence
Release Time Fence
Substitution WWindow

[ Planned Inventory Point (Z)

MPS Planning

] Reduce MPS

User-Defined

Do Mot Release (Auto or Manual)

All

Exception Set
Shrinkage Rate
Pegging |End Assembly / Soft Pegging < Acceptable Early Days
¥ Create Supply

[7 Critical Component

[ Calculate ATP

Days 1
Days
Days
Days

5. Select the Purchasing tab.

6. Define this item as an outsourced assembly by selecting the Outsourced Assembly
checkbox.
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on ltem (TP1)

= Organization |TP1 TP1 Organization Display Adtributes
J— ltem |(O5A11 Idaster ® Ory All
Description |Chargeable Subcontracting OSA11 =20
& -
Main  lrvertory  Bills of Material — Asset Management  Caosting | F Receiving  Physical Attributes (]
?;; Purchased Furchasable [T Use Approved Supplier
iz
¥ Allow Description Update M Outsourced Asszembly
[ Dutside Processing ltem i i
] RFQ Required | Mo . Invoice Matching .
Unit Type ~ Receipt Required | Yes -
Taxable Mo -
Inspection Reguired <

Input Tax Classification Code

Default Buyer Unit of lssue
Receipt Close Tolerance % Irvoice Close Tolerance %
UN Mumber Hazard Class
List Price Market Price
Price Talerance 0% Rounding Factor

Encumhbrance Account
Expense Account 01-580-7740-0000-000
Asset Category

Note: Outsourced assemblies cannot have routings in MP
organizations.

7. Save your work.

To define subcontracting components in the OEM organization:

1. From the Inventory responsibility, navigate to the Organization Item window. The
Find Organization Items window appears.

2. Enter Item search criteria for the OEM Organization and click Find. The
Organization Item window appears.

3. Select the General Planning tab and enter the Subcontracting Component. Valid

values are Synchronized or Prepositioned based on the subcontracting process
requirement.
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Organization (OE3  |GBL OE3 Organization
ltern |(GBEL_SHIKYLU_SYM21

——

L

Description |GBL_SHIKYU_SYN21
B

?" Inventary Planning Method | Mot Planned
Subcontracting Companent 5

Min-Max Quantity Order Quantity
Minirnurm Minimurm
Maxirmurn Maxirmurn

[

Display Attributes
 Ory Al

haster

]

Costing  Purchasing  Receiving  Physical Attributes | General Planning | MPS/MEP Planning  Lead Times

-

Planner

Make or Buy |Buy -

Cost
Order
Carrying

|»

%

4. Select the MPS/MRP Planning tab and verify that Release Time Fence is empty
(Null). This allows ASCP to release and transfer planned orders of components to
purchasing as purchase orders or releases in the OEM organization.

Organization (OE3  |GBL OE3 Organization
ltem |GBEL_SHIKYU_SYM21
Description |GBEL_SHIKYU_SYM21

Display Attributes

Master

(=

[ Exclude From Budget

Planning Time Fence |User-Defined
Derand Time Fence
Release Time Fence
Substitution Window

[ Repetitive Planning MPS Planning
Owarrun %
Acceptable Rate + i Reduce MPS
Acceptable Rate - i]

Costing  Purchasing  Receiving  Physical Aftributes  General Planning | MPS/MRP Planning | Lead Times
?;: Planning Method | MRP planning - Exception Set ]
F—
Faorecast Control |Consurme and derive v Shrinkage Rate
Pegging |End Assembly / Soft Fegging < Acceptable Early Days
W Round Order Quantities [ Planned Inventory Paint V¥ Create Supply

[7 Critical Camponent

[ Calculate ATP

= Org Al

Days 1
Days
Days

Days

5. Save your work.

To define subcontracting components in the MP organization:

1. From the Inventory responsibility, navigate to the Organization Item window. The

Find Organization Items window appears.

2. Enter Item search criteria for the MP Organization and click Find. The Organization

Item window appears.
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Select the General Planning tab and enter the Subcontracting Component. Valid
values are Synchronized or Prepositioned based on the subcontracting process
requirement.

Select the MPS/MRP Planning tab and enter Release Time Fence values:

Do not Release (Auto or Manual): Use this value when you use synchronized
components. ASCP should not release planned orders of synchronized components
in the MP organization.

Null: Leave this field empty when using prepositioned components.

Save your work.

To define ATOICTO item as configured assemblies:

1.

From the Inventory responsibility, navigate to the Organization Item window. The
Find Organization Items window appears.

Enter Item search criteria for the OEM organization and click Find. The
Organization Item window appears.

Select the Bills of Materials tab. For the ATO/CTO model item, ensure that the BOM
attribute Create Configured Item, BOM is set to Based on Model.

Note: This setup is required to create the configured Star (*) item,
BOM, and routing details in MP organization during the Star (*)
item creation process.
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© Organization ltem (MPE) M [=] 3

:ﬁ Crganization MP5  |MP& MP Organization (JE5, MF5) Display Attibutes
fem Master “0g A
Description | ATO Asszmbly [-1
Main  Inventory | Bills of i [ Assget Management Costing  Purchasing Recewing  Physical Atiributes _'I

BOM ltem Type |Model -
Base Model

Autocreated Canfiguration

Effectivity Control |Date -
Configurator Model Type | Standard -

Create Configured ltem, BOM |Based on model v

Match Coniiguration >

4. Select the Purchasing tab. Define this item as an outsourced assembly by selecting
the Outsourced Assembly checkbox. Outsourced Assembly flag for the star item is
copied in the MP organization.

Note: You must set the profile option JMF:Enable Subcontracting to
Yes to enable the Outsourced Assembly checkbox.

5. Save your work.

Note: When configuring ATO/CTO items, the process creates Star
(*) items, assemblies in both OEM and MP organizations. If the MP
is internal organization then routings are copied to MP
organization. Routings are not copied for external MPs

Supply chain Cost rollup program ignores sourcing rules and
considers component cost in OEM org for Cost rollup and this
program also updates list price of Star (*) Items with the OSP
charge.

When the subcontracting PO is created for the Star (*) Item
assembly, the list price is stamped as the PO price of the Star (*)
Item assembly in the Item Master.
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Setting Up Bills of Material for Outsourced Assemblies

Bills of Material (BOM) must be set up for outsourced assemblies in both the OEM and
MP organizations. These two bills should be the same for proper planning and
execution. If the BOM already exists for outsourced assembly in the OEM organization,
then set up the same BOM in the MP organization. The prerequisites for outsourcing the
assemblies are:

*  You must define all of the components of the outsourced assembly as
Subcontracting Components, either prepositioned or synchronized in both OEM
and MP organizations.

® In the MP organization, select the Material Control tab and define BOM Component
and Supply Type as the following;:

Assembly Pull: For physically shipping components to the
MP.
Phantom: For components not physically shipped but

used in planning.

Supplier Supplied: For components procured by the supplier
and used in the manufacturing of the
assembly.

Bulk: For defining software components in the
assembly.

Note: For Full Outsourcing with internal MP organizations all the
available supply types excluding Phantom and Supplier Supplied
are supported.
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© Eills of Material (TP1)

ltem SEENN Chargeahle Subcontracting OSAT1 oM |Ea
Alternate
Revigion 0 Date |17-DEC-2006 21:28:17 o
Display |Future and Current - ¥ Implemented Only
Main  Date Effectivity  LUnit Effectivity  ECO  Cornponent Details | Material Cantral | Order Management O
Itern Seq
Operation Seq Suhinventory
Camponent Supply Type Locator [ ]
l 10 1 SY M1 Assembly Pull -
20 1 PRE12 Azzembly Pull

1] r

Substitutes Designatars Cperations Bill Details | Revision l

Note: You can define bills of material with dual UOM items as
assembly and component items.

Setting Up Specific Subcontracting Accounting
Subcontracting Accounting Process

The OEM ships components to the MP using a replenishment sales order for the
manufacturing of an assembly, but the revenue is not recognized as sales revenue. This
revenue is tracked in a separate account for analysis at a later stage.

The MP is not liable for the payment of components, therefore the OEM cannot consider
the receivables amount of the replenishment sales orders as actual receivables, and the
amount is tracked in a separate receivables account. COGS of Subcontracting
Components are also tracked in separate accounts. Purchase price of the assembly is set
up to include sales price of the components and the added value, which is always
different than the standard cost of the assembly. The Purchase Price Variance (PPV) at
the time of receiving the subcontracting order in the OEM organization is not a real
purchase price variance, and must be tracked in a separate account. You must set up
following accounts to use the subcontracting process for Chargeable Subcontracting;:

e Subcontracting Receivables: Used to track the receivables from the sale of
components to the MP.

* Subcontracting Revenue: Used to track the revenue from the sale of components to
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the MP.
* Subcontracting COGS: Used to track COGS from the sale of components to the MP.

® Subcontracting Variance: Purchase price variance at the time of receiving assembly
is posted to this account. This variance arises due to differences between the
standard cost and purchase price of the assembly.

See: Updating Balancing Segment Values, Oracle General Ledger User’s Guide.

Setting Up Accounting for Full Outsourcing;:

To set up accounting for Full Outsourcing, use the same steps given in the topic "To
define subcontracting accounts" but only set up the following account:

e Subcontracting Intransit: This is an asset account.

To define subcontracting accounts:

1. From the General Ledger responsibility, navigate to the Segment Value window.
The Find Key Flexfield Segment window appears.

2. Select the Value Set indicator and select the Value Set Name.
3. Click Find. The Segment Values displays all Values (Value Set).

4. Enter account details for the four Subcontracting accounts described previously.
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* “alue Set Key Flexfield Descriptive Flexfield Concurrent Program

Name |Operations Account Operations Account
Dependent Value Set

Independent “alue

Yalues (Operations Account)

Values, Effective ._ Yalues, Hierarchy, Clualifiers
Translated Enabled
Yalue Yalue Description Fram To []
' 1221 1221 Subcontracting Receivables v
2657 2057 Subcontracting Revenue v
5112 5112 Subcontracting COGS v
5215 5215 Subcontracting Varience v

Wiew Hierarchies

5. Save your work.

Related Topics

Transaction Batch Sources, Oracle Receivables User’s Guide

Defining Specific Receivables Transaction Types for Chargeable
Subcontracting

Define a separate receivable transaction type and associate:
® Subcontracting receivables
® Subcontracting revenue accounts (from the previous step). See: Setting Up

Subcontracting Accounting, page 3-32.

To define a receivables transaction type and associate it to
Subcontracting receivables:

1. From the Receivables responsibility, navigate to the Transaction Types window.

2. Enter the receivables transaction type details.

3-34 Oracle Outsourced Manufacturing User's Guide for Discrete, Seiban-Based, and Process Manufacturing



Operating Unit  %ision Operations Lenal Entity

Mame |Chargeable Subcontra Desctiption
Class | Invoice h Creation Sign | Any Sign
Transaction Status | Pending ~ Printing Option | Print

Invoice Type Credit Memo Type
Application Rule Set Terms
Start Date | 30-0CT-2008 End Date

¥ Open Receivable Allowy Freight

v Post to GL Default tax c

¥ Matural Application Only Allowe Cverap

Exclude from Late Charges Calculation

Accounts Eills Receivable Deposit

Receivable Account |01-000-1221-0000-000 Freight Account
Revenue Account |01-000-2557-0000-000 Clearing Account
Unhilled Receivable Acct Unearned Revenue Acct

Tax Account

GL Account Description

3. In the Name field, enter the transaction type of Subcontracting.

4. For the Receivable Account, enter the subcontracting receivables account for
tracking the subcontracting component receivable amount.

5. For the Revenue Account, enter the Subcontracting Revenue Account for tracking
subcontracting component revenue.

6. Save your work.

Related Topics

Transaction Types, Oracle Receivables User’s Guide

Defining Specific Transaction Sources for Chargeable Subcontracting

Batch sources control the standard transaction type assigned to a transaction and
determine whether the Receivables application automatically numbers your
transactions and transaction batches.

To associate a subcontracting receivables transaction type with an order management
order type and line type, you must define a receivables transaction source. This step is
referred to when receivables invoices are imported from order management to accounts
receivable.

For transaction batch source setup information, see: Transaction Batch Sources, Oracle
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Receivables User’s Guide.

To define a subcontracting transaction source:
1. From the Receivables responsibility, navigate to the Transaction Sources window.

2. Enter the Transaction Source: Subcontracting.

O Transaction Sources

Ciperating Unit  vision Operations

Legal Entity
Mame |Chargeable Subcontracting Type |lmparted -
Batch Source | Autolnvoice Options  Customer Information Accounting Information £

Cescription  |Chargeable Subcontracting

v Active Effective Dates | 24-JUL-2005

Autornatic Batch Mumbering Last Murnher

v Autornatic Transaction Numbering Last Murnher
Copy Document Mumber to Transaction Mumber

Allow Duplicate Transaction Mumbers

Copy Transaction Information Flexfield to Credit hMemo

Receipt Handling for Credits i
Reference Field Default Yalue |interface_header_attribute
Standard Transaction Type
Credit Memo Batch Source [ ]

3. Save your work.

Setting Up Specific Order Management Transaction Types for
Subcontracting

You must set up a separate order type for creating replenishment sales orders for
component shipments to the MP.

Receivables Transaction Type, Receivables Transaction Source, and Subcontracting
COGS accounts created in previous steps must be associated with this Order
Management transaction type. When the replenishment sales order for the
subcontracting component is shipped and invoiced, COGS, revenue, and receivables are
posted to subcontracting COGS, subcontracting revenue, and subcontracting
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receivables, respectively.

See: Accounting Setup.

To define Order Management transaction types:

1. From the Order Management responsibility, navigate to the Transaction Types
window.

2. Select an Operating Unit (required).

3. Enter a Description

4. Select an Order Category (required).

5. Select a Fulfillment Flow.

6. Enter Effective Dates (required).

7. Enter a Transaction Type (required).

8. Select a Sales Document Type.

9. Select a Transaction Type Code (required).

10. For Full Outsourcing, use Assign Line Flows to set up Ship Only transactions.

11. Select the Finance tab and enter an Invoice Source and a Receivables Transaction
Type and COGS account defined in the previous setup for subcontracting process.
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Operating Unit %ision Operations Transaction Type Chargeable Subcontractin

Description (Chargeable Subcantractin Sales Document Type |Sales Order
Order Category Transaction Type Code ORDER
Fulfillment Flow Order Flow - Generic Megotiation Flow
Effective Dates 02-SEP-20C - Default Transaction Phase

Layout Template [ 1

Contract Template

v Retain Dacument Mumber Walidate Workflow |
Approvals Assign Line Flows /I
Main Shipping | Finance
Rule
Invoicing Rule Accounting Rule
Source
Invoice Source SHIKYL Mon Delivery Invoice Source

Credit Method For

Invoices With Rules ~ Split Term Invoices ~
Receivables Transaction Type | SHjky L Tax Ewant
Cost of Goods Sold Account Currency

Conversion Type

Note: To associate a subcontracting AR transaction type with an
OM order type and line type, you must define a separate invoice
source and AR transaction type, and attach them to the OM
transaction type. This invoice source and transaction type are
referred to when an AR invoice is imported from OM to AR. See:
Transaction Types, Oracle Receivables User’s Guide and Setting Up
Subcontracting Accounting, page 3-32.

Note: For Full Outsourcing, Receivables Transaction Type is
optional but COGs is mandatory and should be Subcontracting
Intransit account.

12. Save your work.

Setting Up Standard Costs of Components and Assemblies for
Subcontracting

Set up the standard costs of subcontracting components and outsourced assembly in the
OEM organization. The MP organization is a simulation organization, and accounting
transactions are not transferred to GL. Therefore, no costing setup is required in the MP
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organization.
Standard Cost of Subcontracting Components in the OEM Organization

Subcontracting components can be purchase items or assembly items. The cost is set up
like any standard component.

Standard Cost of Outsourced Assemblies in the OEM Organization

Standard cost of the outsourced assembly must include material cost and the added
value. While setting up the cost, include component cost as material cost and added
value as OSP (define an OSP resourced in the OEM organization and define an OSP
charge as added value) charges and run cost update.

To set up a standard cost of an outsourced assembly:

1. From the Costing responsibility, navigate to the Item Costs window and select an
OEM Organization. The Find Item/Cost Type window appears.

2. Click Find to open an existing assembly item and cost type, or click New to create a
new item cost. The Item Costs Summary window appears.

3. Fill Component costs as Material cost and Value addition as OSP (define OSP
resource before creating the cost).
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O ltem Costs (OE3) - GBL_SHIKYU_SYN11, Current

Cost Infarmation . Activity Information

User Defined Item Costs v
Cost Sub- Rate or
Element Element Activity Basis Amount Unit Cost [ ]
' - Material ftem 12 12.00 =
Outside Proces |OSP ltem 2 2.00
Basis Factor |1 MFG Shrinkage Factar |1

Rallup ltem Costs

|»

Basis Factor MFG Shrinkage Factor
Source Type

4. Save your work.

5. Run Standard Cost Update to update the Frozen cost type with the Current cost
type.

Defining Price Lists for Subcontracting Components

Define Price Lists for Subcontracting Components for both Chargeable and Buy/Sell
Subcontracting. Sales price of the components are defined in the price lists and are
associated with Customer Ship To and Bill To sites of the MP organization (customer
sites represents the MP organization).

Sales Price of Prepositioned Components

These components are shipped to the MP in bulk quantities in advance of the
subcontracting order requirements. You can create the replenishment purchase order
for these components in the primary UOM, or in a secondary UOM. Replenishment
sales orders are created based on its replenishment purchase orders. Therefore, the sales
order UOM is always the same as its corresponding replenishment purchase order
UOM. You can define price lists in either the primary UOM, or in the secondary UOM,
but only one UOM is effective at any point in time.

Sales Price of Synchronized Components

These components are shipped along with the subcontracting order. The Interlock
Manager creates replenishment sales orders of these components always in the primary
UOM of the component based on subcontracting order requirements. Since only
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shipping of the components is always supported in the primary UOM, price lists are
always created in the primary UOM for synchronized components.

To define price lists:
1. From the Order Management responsibility, navigate to the Pricing, Price Lists,
Price List Setup, and Open Price List window.

2. Define price lists in the transaction currency of the MP.

Other
Mame [ D rice LSO [ tdahile Download ¥ Active
Description | SHIKYU_DMFO3_Price_ USD
Currency USD Multi-Currency Conversion  SHIKYL_Conversion_LUSD Round Ta -2
Effective Dates |16-DEC-2006
Freight Terms Payment Terms Freight Cartiers
Comments [ ]

List Lines Secondary Price List Cualifiers

=

Product Context Product Attribute Froduct Value Product Description IOk Primary LOM

l ltern ltern Murnber SN Chargeable Subcontracting Synt|Ea O =
ltern ltern Murnber PRE12 Chargeable Subcontracting PRE |C5R O
4| »

Frice Breaks Bricing Attributes

3. Inthe List Lines tab, enter a subcontracting component code for defining the price.

4. UOM should be the primary UOM for synchronized components. UOM for
prepositioned components can be either the primary or secondary UOM, however,
only one UOM is effective at any time.

5. Enter Values (prices) in the UOM.
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6.

d Pricing - Price Lists

Main Other
Marne |SHIKYU_DMFO3_Price_USD [ Mabile Download vl Active
Description | SHIKYU_DMFO3_Price_USD
Currency |USD Multi-Currency Conversion  SHIKYU_Conversion_LISD Round Ta -2
Effective Dates |15-DEC-20068
Freight Terms Payment Terms Freight Carriers
Comments [ ]
List Lines Secondary Price List Cualifiers
=
Application Method Break UOM Break UOM Aftribute “alue Dynamic Formula Static Formul:
| |Unit Price 19 2l
Lnit Price 102
a I | »
Frice Breaks Pricing Attributes

Save your work.

Important: Do not define modifiers for subcontracting components.
The Subcontracting process does not work correctly if modifiers are
implemented.

To associate price lists with a customer site (MP):

1

2.

From the Order Management responsibility, navigate to the Customers page.

Select the Business Purpose tab.
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ORACI—GQ Trading Community

Preferences Help

Customers

Customers = Customer, GBL_TPOS =

Site: 24933
Crgarization Name  GBL_TPOS Registry [0 656846
Account Number 7374 ccount Description | cancel | | save | [ Apply |
Location
Address JAPAN 12345 TPO5 Dummy 1 Dummy2 Dummy3 DUMMY [ Tax profile |

Account Site Information
Site Mame Alternate Mame  Dumrmy |
Site Details | Business Purposes | Communication | Payment Details | Profile | Profile Amounts | Late Charges

Status |Active M
Context Valie | s

Purpose|Location |Bill To Location |Primary [Details Remove
shipTo |14754 |[14752 | & @
BiTo 14752 \ o

Add Another Row
Cancel Save Apply

3. Navigate to the Ship-To Details page and associate the price lists defined in the
previous step.

C)RAC I_E' Trading Community

Customers
Customers » Customer. GBL_TP05 » Accourt Sie »
Account Site Business Purpose : Ship To
Organizabon Mame  GBL_TPOS Registry ID 65782 ;
Bccourt Number 7374 Account Description Cancel | | Apply
Ske humber 14754 Ske Address  Dummy 1, TPOS5,TPOS5,12345
Busriess Purpose  Ship To Locstion 14754
Site Use Details
Sales Territory o, Payment Terms | IMMEDLATE Q
fuma Cout iy Tegn
Contact Q
Salesperson Q
Order Management
Order Type | DMFSHIC Q Freight Terms Q,
Price List | SHIKYU_DMFO3_PRICE_E @, Free On Board Poirt Q
Ttem Type Identifier Q Warehouse |GBL OE3 Organization Q
Request Date Type Q, Ship Method Q
Earliest Schedule Limk Cwer Shipment Tolerance
Lakest Schedule Limk Under Shipment: Tolerance
Cvership Invoice Base Q, Over Return Talerancs
Under Return Tolerance Demand Class Q
Inkernal Location Q, Internal Organization Q
[C@eneral Services Administration tnesIn O anival sats
[CJPush Group Schedule Date O ship Sets

4. Associate the price list to the Bill-to details.

5. Save your work.

Setting Up Purchase Price of an Outsourced Assembly

In Chargeable Subcontracting, the OEM ships components to the MP, but retains the
ownership of the components. When the OEM receives the assembly, the assumption is
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that the components were returned from the MP and the inventory was adjusted
accordingly. The OEM makes payment to the MP for the added value after netting the
receivables invoices of the components shipped and receiving the payables invoices of
the outsourced assemblies. This requires that the purchase price of the assembly is
defined to include the components sales price and the added value in the
manufacturing process..

Assembly Purchase Price = [ ( Component quantity based on the Bills * Component
Sales price defined in the Price lists) + Value added during manufacturing of the
Assembly at the MP].

For example:

Net Value Add per unit of Assembly A at Partner's site = $5
Selling Price per unit of Component B on Price List=$4
Selling Price per unit of Component C on Price List =6

Component usage per unit of Assembly A =2 units of Component B, 1 unit of
Component C

Purchase Price per unit of A = [(2*$4 + 1*$6) + $5} = $19

Once the purchase price of assembly is calculated based on the bills and price lists,
setup should be:

e If the standard purchase order is used for procuring the assembly, then define the
calculated assembly price in the Organization Items window.

e If a blanket release is used, then define a blanket agreement with the assembly price
calculated as described previously.

The same reasoning can be applied to determine the purchase price of the outsourced
assembly for Buy/Sell Subcontracting.

For Full Outsourcing, the purchase price of the outsourced assembly is equal to the
value addition.

To set the purchase price of an outsourced assembly:
1. From the Inventory responsibility, navigate to the Organization Item window.

2. Enter an Organization and Item.
3. Select the Purchasing tab.

4. Enter the List Price.
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rganization lem

Organization OE3
ltem |OSATT

QE3 Organization

Display Attributes
Master = Org

Description  Chargeable Subcontracting OSAT1 [l—1

hain  Inventory  Bills of Material  Asset Management  Costing | Purchasing| Receiving  Physical Attributes

?‘7 Purchased
¥ Allow Description Update
Cutside Processing ftem

Unit Type

Default Buyer

Receipt Close Tolerance
LN MNurmber

List Price

Price Tolerance
Encumbrance Account
Expense Account

Asset Categary

Purchasahle

¥ Outsourced Assembly

RFQ Required | Mo - Invoice Matchl.ng .
Receipt Required | Yes
Taxahle Mo -

Inspection Required

Input Tax Classification Code

Unit of Issue

% Invoice Close Tolerance %
Hazard Class
47 harket Price
0% Rounding Factor

01-520-7530-0000-000

-

-

5. Save your work.

Setting Up a Shipping Network

In Chargeable, Buy/Sell subcontracting, and Full Outsourcing components move from

OEM organizations to MP organizations, and outsourced assemblies move from MP

organizations to OEM organizations. To define inventory shipping networks between

the OEM and the MP:

* Define a shipping network to enable material flow from OEM to MP, selecting the
desired subcontracting relationship. Select Buy/Sell or Chargeable or Full from the

Subcontracting Type.

e Define a shipping network to enable material flow from MP to OEM. Select blank
from the Subcontracting Type LOV.

For additional information, see: Inter-Organization Shipping Networks, Oracle Inventory

User’s Guide.

To set up a subcontracting shipping network:

1. From the Inventory responsibility, navigate to the Shipping Networks window.

2. Select the OEM Organization, and the Shipping Networks window appears.
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3. Choose Find to open existing networks, or choose New to set up a new shipping
network. Select the Subcontracting tab.

© Shipping Metw

Organization |OE4 = |OE4 Organization - BuySell

Scope |From or To Organization: -

Shipping Networks

Main  Transfer, Distance Primary Accounts Secondary Accounts  Other Accounts [ Subcontracting | Transfer Price

Organization
Fram To Subcontracting Type Default Order Type “Warianc [ |
MP3 OE4 v -
MP4 OE4 v
OE4 MP3 Buy/Sell || DMFSHIKY U
B c:: hP4 M]v DMFSHIKYU
Chargeable l
Full I
/ -
1| 3

Organization Name

From |OE4 Organization - BuySell

To |MP4 Organization - BuySell Mew | | Open |

4. In the Subcontracting Type field, select Buy/Sell or Chargeable or Full to define the
subcontracting relationship between the OEM and the MP.

The subcontracting relationship between the OEM and the MP for:

¢ Chargeable Subcontracting should be Chargeable.
* Buy/Sell Subcontracting with both external and internal should be Buy/Sell.

e Full Outsourcing with both external and internal MP organizations should be
Full.

5. Specify the Default Order Type to be used for creating replenishment sales orders,
and to ship components to the MP.

Note: For Chargeable Subcontracting, specify the default order type
as the Order Management transaction type defined in the previous
steps using subcontracting specific accounts. The Order
Management transaction type is used when the Interlock Manager
concurrent program in subcontracting creates replenishment sales
orders. For Buy/Sell Subcontracting, it can be a generic.
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Note: In the Shipping Network from MP to OEM for internal MP
organizations, the order type field is enabled to populate the order

type for the subcontracting sales order of the assembly item to be
shipped from MP to OEM.

Select a Variance account for a Chargeable Subcontracting relationship to capture
and track Purchase Price Variance of outsourced assembly receipts separately.
Subcontracting Variance account set up on the Shipping Networks form will not be
applicable for Buy/Sell. Select Subcontracting Intransit as the account for Full
Outsourcing.

Select an Offset account that is used for reducing the outsourced assembly on-hand
quantity by miscellaneous issues, and is part of simulation. See the Subcontracting

Process chapter for additional details.

Choose Open to view details in the Shipping Network window for a selected line.
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O Shipping Me
Inter-organization Distance -

(WL w]iti YWalue

Transfer Credit 01-580-7740-0000-000
Purchase Price Variance |D1-580—??4D—DDDD—DDD
Receivable |01-580-7740-0000-000

Payable |01-580-7740-0000-000

Intransit Inventory 01-000-1410-0000-000

Profit In Inventory |

Suhcontracting

Subcontracting Type |Eiuy;’Se|| -
Default Order Type |SubCDntraCting

“Wariance |
Offset |D1-580-??4D-DDDD-DDD

Transfer Price

Price List |

Interory Profit Account |

(L1

1

9. If you choose New, then the Shipping Network window appears and you can enter
additional network details.
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O Shipping Mebwe

From Organization
To Organization
Transfer Type | Direct -
FOB &7
Receipt Routing i
[nternal Order Required

[ Elemental Yisibility Enabled
[ Manual Receipt at Expense Destination

Inter-organization Transfer Charge

Type i %
Inter-organization Distance

L0 “alue

Transfer Credit

Furchase Price Yariance
Receivable

Payahle

Intransit lrventary

Profit In Inventary

10. Save your work.

Note: At any point of time, an OEM can either have a Buy/Sell or a
Chargeable Subcontracting relationship with a particular MP.
However, on the other hand, an OEM can outsource the same
assembly to multiple Manufacturing Partners by having either
Chargeable or Buy/Sell relationship

To set up a default shipping method:
The shipping network between two organizations should have at least one shipping
method defined for it. Out of these shipping methods, one should be made default.

1. From the Inventory responsibility, navigate to the Shipping Networks window.
2. Select the record for which you need to define shipping method. Select Shipping

Method from the Tools menu to navigate to the Inter-Org Shipping Networks
window.
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File Edit View Folder

Window Heln

B Shipping Methods

PODER LB LG 2

Organization [OE4 |OF4 Organization - BuySell
Scope |From or To Organization:

Shipping Networks
Transfer, Distance ~Primary Accounts

Secondary Accounts  Other Accounts  Subcontracting  Transfer Price

Manual Receipt at Expense Destination

Crgsnkaztan Elerental Visibilty Enabled Intemal Order Required
From To Transfer Type FOB Receipt Routing il
MP3 |oE4 Intransit ~| Receipt ~| [ Direct =| OO
P4 [oE4 Intransit | Receipt ~| [ Direct -0 O[]
= me3 Intransit ~| Receipt ~| 1 Direct -0 O[]
= MP4 Intransit ~| Receipt «| [ Direct '] R —
| ' |G aif]
[ =| =Gl
l jo ailf] 5
Organization Mame
From [OE4 Organization - BuySell
To [MF'd Organization - BuySell Mew | [ Open

)

3. Create shipping methods in the Inter-Org Shipping Networks window. Enter a
value for Intransit Time for each shipping method.
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5.

O Inter-Org Shipping Netwo

From

Org |OE4 [OEA Organization - BuySell
Location |OE4 Location

To

Org MP4  MP4 Organization - BuySell
Location MP4 Location

Intransit Time Load Weight
| Daily Capacity UOM  Cost Per Unit
il
I-. 0
L

|
I
l

[
l
[
l
[

Ensure that you select one of the shipping methods as default by checking the

Default Method check box.

O Inter-Org Shipping Netwol

From
Org |OE4 |OE4 Organization - BuySell
Location [OEd Location
To
Org |MP4  |MP4 Organization - BuySell
Location [MP4 Location
Default Method
—_— Yolume
_Shipping Method Jnit Currency Daily Capacity UOM |

<

v

I
[
[
|
|

Save your work.

|
[
|l
|

1]

Setting Up for Discrete Manufacturing 3-51



Defining Sourcing Rules

Sourcing rules and bills of distribution determine the movement of material between
organizations. These organizations include suppliers, manufacturers, and distribution
facilities. You must define sourcing rules and assignments for the OEM and the MP
organizations for planning purposes:

¢ In the OEM organization, define the sourcing rules to Buy components from the
RMS, if the OEM procures components from an external supplier, and to Buy
outsourced assemblies from the MP

* In the MP Organization, define the sourcing rules to Buy components from the
OEM, and Make assembly at the MP

Note: For the outsourced assembly item, if the OEM and MP belong
to different operating units within or across Ledger/Legal Entity,
create same supplier site names in both OEM and MP orperating
units:

1. In OEM Organization, while defining buy from sourcing rule
for the assembly, associate supplier/site of MP organization.
For components there is no change.

2. In MP organization, while defining sourcing rule for the
components, associate supplier/site of OEM organization. For
assemblies there is no change.

Advanced Supply Chain Planning (ASCP) creates Make or Buy planned orders based
on the sourcing rules.

For additional sourcing rules setup information, see: Defining Sourcing Rules, Oracle
Purchasing User’s Guide and the Oracle MRP User’s Guide.

Defining Netting Agreements

Netting agreements control how trading partners calculate net payables and receivables
transactions. You must set up netting agreements to enable netting calculations for
receivables invoices for components and for payables invoices for assemblies.

Note that while defining netting agreements is mandatory for Chargeable
Subcontracting, it is optional for Buy/Sell Subcontracting. Netting agreements are not
required for Full Outsourcing.

For additional Subcontracting Netting Agreement information, see: Netting Agreement,
Oracle Payables User’s Guide.
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To define netting agreements:

1.

2,

From the Payables responsibility, navigate to the Netting page.

Define the netting balance rule as Net When Payables Greater than Receivables.
This setting ensures that the OEM always pays the added value to the MP.

C)R’ACLE’ Netting

s Home Logout Preferen

Metting Batch | Netting Agreement

( { o
Business Rules: Active step Select Trading Partners: Mext step Review: MNext step
Create Netting Agreement: Business Rules
* Indicates required field Step 10f3 | Next
* Operating Unit [vision Operations Q * Start Date [D1-Mov-2005
* Metting sgreement Narme IGBL_TPDS (ExamplesHEZCct2008)

End Date |3D—Nov—2005

Trading Partner Reference |GBL_TPDS
[ Trading Partner spproval Required

Netting Preferences

* Metting Bank Account  [Chargeable Subcontracting Q
Select Only Past Due Receivables Transactions E
* Days Past Due m
Metting Order Rule  |Due Date (Oldest to most recent) j
Metting Balance Rule  [Met when Payables greater than Recevables j

Metting Currency Rule | Convert to Accounting Currency j

Payables Invoice Types

Select only Invoices matched to Purchase Orders with Outsourced Asserblies IYeS 'l
*Invoice Type Remove
IStandard Q B

Add Another Row

In the Payable invoice type, set the option Select only Invoices matched to Purchase
Orders with Outsourced Assemblies to Yes. This setting ensures that only payable
invoices of outsourced assembles are included in the netting process. This option is
available only when the Enable Subcontracting profile is set to Yes.

Set the Receivables Transaction type to be the same as the invoice source in the
Order Management transaction type. Receivable transactions stamped with source

are considered for netting.

Under Trading partners, enter the MP as both customer and supplier.
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TS e B0 T Cancel | Step1of3 | Next =

* Operating Unit IVisiDn Operations Q * Start Date IDl—NDv—EDDS =
* Metting Agreerment Narne IGBL_TF‘DS Lexample: 1i-Oct-2008)
EndDate [30-Novz0s |
Trading Partner Reference |GBL_TPDS

[T Trading Partner spproval Required

Netting Preferences

* Metting Bank Account  |Chargesble Subcontracting Q
Select Only Past Due Receivables Transactions ?s;l
* Days Past Due m
Metting Order Rule  |Due Date (Oldest to most recent) j
Metting Balance Rule  |Met when Pavsbles greater than Receivables j
Metting Currency Rule | Convert to Accounting Currency j

Payables Invoice Types

Select only Invoices matched to Purchase Crders with Outsourced Assemblies IYes @
*Invoice Type Remove

IStandard Q B
Add Another Row

Receivables Transaction Type

*Transaction Type Transaction Class Remove

IChargeabIe Subcontracti S B
Add Another Row

Cancel | Step1of3 | Next

=

6. Save your work.

Using Setup Diagnostics

Outsourced Manufacturing provides setup diagnostics that can be run for an Original
Equipment Manufacturer (OEM), Manufacturing Partner (MP), and Outsourced
Assembly (OSA) combination for discrete manufacturing and process manufacturing.

The setup diagnostics generates a report with details of setup related information for
this combination. The information includes setup information related to organizations,
component items, assembly, purchasing, receiving, order management, and so on. The
diagnostics also flags setup related issues. When you run setup diagnostics for
Outsourced Manufacturing, you can view set up information on:

¢ Internal and external MP organizations.
®  Operating unit information for OEMs and MPs (for cross operating unit cases).

* Supply type details on the outsourced assembly for a discrete job, flow schedule,
and process manufacturing batch.

e Configured or regular outsourced assembly details.

* Lot controlled OSA and components.
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Direct ship and dropship information for components.

Routing type details for components.

Additionally, the diagnostics validates that:

Serial enabled assembly and component is for internal organizations only.

Subcontracting type should be Full Outsourcing for process manufacturing and no
routings exist for process manufacturing organizations.

Supply type information for lot controlled components is Push.

WIP parameters are removed for process manufacturing organizations.

To execute setup diagnostics:

1.

Begin by logging in as a discrete manufacturing or process manufacturing user.
Navigate to the Diagnostics Tests page.

(N) Application Diagnostics > Diagnose

Click Select Applications. Use the Search and Select: Applications page to search
and select the application name.

Click to expand Setup Diagnostics.
Select the Setup Diagnostics check box.
Click Execute.

On the Execute Test: Setup Diagnostics page, you can use the Request Name field to
enter a name for the request, or use the system-generated default value.

Select and enter a value for the following fields:

* Responsibility ID - Enter the Order Management Super User ID number.
¢ Mp Organization - Enter the manufacturing partner organization ID number.
¢ Outsourced Assembly - Enter the outsourced assembly ID number.

® Oem Organization - Enter the original equipment manufacturer organization ID
number.

Click Submit.

On the View Execution Results page, click View Report.
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10. Use the View Log Details page to review the detailed diagnostics information that
displays.
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4

Outsourced Manufacturing Command
Center Setup

This chapter covers the following topics:
*  Setting Up Outsourced Manufacturing Command Center
® Setup and Configuration Steps

* Setting Profile Options for Outsourced Manufacturing Command Center

¢ Loading Outsourced Manufacturing Data
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Outsourced Manufacturing Command Center Product
Configuration

Setting Up Outsourced Manufacturing Command Center

The Outsourced Manufacturing Command Center product configuration setup must be
completed after the installation and common configurations are completed as described
in My Oracle Support Knowledge Document 2495053.1, Installing Oracle Enterprise
Command Center Framework, 12.2.

Setup and Configuration Steps

To complete the setup of the Oracle Outsourced Manufacturing Command Center:

1. Set profile options, page 4-2

2. Load Outsourced Manufacturing data, page 4-3

Setting Profile Options for Outsourced Manufacturing Command Center

Set values for these profile options to specify the loading of data in days into the
Outsourced Manufacturing Command Center:

Profile Option Name Description Default Value

JME: ECC Full Load Days Specifies the number of days ~ The default value is 90 days.
of old data that needs to be
loaded into the command
center.

Note: You can opt to
specify the number of days
or else the default value of
90 days is retained.
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Profile Option Name Description Default Value

JME: ECC Track And Trace This site level profile sets a 100 days
Offset Days threshold for subcontract

orders that are updated so

that the Incremental Load can

load these subcontract orders

again.

For example, if you set this
profile to 30 days, all
subcontract orders that were
created in the past 30 days
will have their last update
date set to the current date
and time and the Incremental
Load then processes these
subcontract orders again and
loads them into the
Outsourced Manufacturing
Command Center.

Loading Outsourced Manufacturing Data

To load Oracle E-Business Suite data into the Outsourced Manufacturing Command
Center, run the Outsourced Manufacturing Command Center Data Load program . You
can find this concurrent program under Requests in the Subcontracting application.

Note: To set up profile options before running data loads, see: Setting
Profile Options for Outsourced Manufacturing Command Center, page
4-2.

Run the concurrent program from the Subcontracting Requests window.

(N) Subcontracting >Requests

To load Outsourced Manufacturing data:
1. Choose Single Request and click OK.

2. In the Name field on the Subcontracting Requests window, select Outsourced
Manufacturing Command Center Data Load.

3. Use the Parameters window to enter the parameters information.

4. The System Name field defaults to EBS.
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5. Select the appropriate load type:

¢ Full Load - This process loads all Outsourced Manufacturing data and is
required to be run for the first data load. The full data load process also
includes metadata load. If you select and run full load for subsequent requests,
then this program clears all Outsourced Manufacturing data from ECC and
loads fresh data.

* Incremental Load - This program loads the data modified and updated from
the previous load only. Incremental load should be scheduled to run as often as
required to keep the ECC dashboard current.

® Metadata Load - This process ensures the application waits for other tasks such
as consolidation, data entry, or other load processes to finish before it loads the
files. Note that the full data load process includes metadata load.

6. Enter one or more language codes in the Languages field for the output. For
multiple language codes, use the format AA,BB,NN. For example, enter US,AR,KO.
If the field is left blank, then the data will be loaded for the base language only
(usually US).

7. Inthe Log Level field, select the program that you want to report. The default value
is Error.

8. In the Trace Enable field, select True to enable SQL trace. Otherwise, select False.
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Run this Request...

Copy...
WETn Wl Outsourced Manufacturing Command Center Data Load
Operating Unit
Parameters
Language American English
Language Settings... Debug Options
At these Times._..
Run the Job As Soon as Possible Schedule.

Upon Completion...

© Parameters ]

System Name |[EBS

Load Type FULL_LOAD Full data load
Languages
Log level ERROR Errar
Trace Enable |TRUE true

A e e |

Qancel)l Clear JI

Help |

Click OK on the Parameters window.

10. Click Submit to submit the concurrent request.

11. Review your request using the Requests page.

responsibility.

To review request details:

From the menu, click Requests. The Find Requests window appears.

12. Monitor data loading using the Data Load Tracking page of the ECC Developer

Select the All My Requests radio button and click Find. The Requests window

appears and displays all of your requests.

In the Requests window, select the row that contains your request and then click
View Details. The Request Detail window appears and displays the ECC- Run

Data Load information.

Click OK to exit and close the window.
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Subcontracting Process for Discrete
Manufacturing

This chapter covers the following topics:
® Subcontracting Planning for Discrete Manufacturing

® Subcontracting Process Execution for Discrete Manufacturing

Subcontracting Planning for Discrete Manufacturing

Overview

The following sections describe the Subcontracting planning processes for discrete
manufacturing:

Note: Chargeable Subcontracting , Buy/Sell Subcontracting and Full
Outsourcing share the same subcontracting planning process.

In the Subcontracting solution, Advanced Supply Chain Planning (ASCP) plans the
component requirements in both OEM and MP organizations, and uses organization
definitions (customer supplier associations) and sourcing rules defined as a part of the
subcontracting setup steps. ASCP nets the demand and supply and creates planned
orders for the components and assemblies in both the OEM and MP organizations. The
setup for ASCP is the same as those of the standard planning setup for items. No special
setups are required for subcontracting.

The steps required to set up and run ASCP are summarized as follows:

1. Add OEM and MP organizations to the planning instance.

2. Run collections and transfer data (items, sourcing rules, demand, supply, and so
on) to the planning instance.
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3. Define Organization security to run the plans for the OEM and MP organizations.

4. Define forecast sets for outsourced assembly if the outsourced assembly is an
independent demand item. Otherwise, no forecast set definition is required.

5. Create and run the supply chain plans.
6. View the newly created planned orders by using the Planner Workbench.
For more detailed planning setup, refer to the Oracle Advanced Supply Chain Planning

User's Guide.

Outsourced Assembly with Synchronized Components

In this scenario, the outsourced assembly is A and its components, B and C, are
synchronized components.

OEM Organization MP Organization
Forecast
@ ‘ B & C are Synchronized Components | None

[N S e —" T
mai‘)’ l ——3 Met requirement of A as demand e MP | —— ——— — Ais a Make
BOI'\.I item, BOM is

. Exploded
Planning Run Explosion ) @
El = ——— Net requirement of B as demand to OEM
|
@ l - — Met requirement of C as demand to OEM
'

Planned Orders

Discrete Job A B C In Crganization items, Release Time Fence — “Don't Releass
Purchase Buy from MP Buy from RMS Buy from RMS Auto or Manual” for items A, B, and C. Planned Orders can't
Orders be released.

The Planning process starts when:

1. The forecast is defined for an outsourced assembly in the OEM organization, if the
outsourced assembly A is an independent demand item. If A is a dependent
demand item, the demand comes from its parent assembly.

2. The planning run considers the forecast or dependent demand of A, calculates the
net requirements of A in the OEM organization, and creates a buy planned order
for assembly A in the OEM organization. A is a buy item and is sourced from MP
organization, based on the sourcing rule and Organization Supplier customer
associations. Therefore, the planned order demand of A in the OEM organization is
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transferred to the MP organization as demand of A.

3. In the MP organization, A is a make item, for which demand is netted, and a make
planned order is created for Assembly A. When the BOM is exploded, components
B and C requirements are calculated, netted, and buy planned orders are created.
Since these components are sourced from the OEM organization (based on the
sourcing rules, supplier and site associations of the OEM organization), the buy
planned order demand for components B and C is transferred to the OEM
organization.

4. In the OEM organization, components B and C requirements are netted because
these components are sourced from RMS (based on sourcing rules) so, buy planned
orders are created for these components in the OEM organization.

5. In the OEM organization, buy planned orders can be transferred from Planning to
Purchasing as purchase requisitions. (The release time fence is set to Null for
outsourced assembly A, and components B and C in Organization Items.) Purchase
orders and blanket releases are created from these purchase requisitions. Purchase
orders and blanket releases created for outsourced assemblies are referred to as
subcontracting orders.

6. In the MP organization, make and buy planned orders of the outsourced assembly
A and components B and C cannot be transferred as WIP jobs or purchase
requisitions because the Release time fence is set to Don’t Release Auto or Manual for
all of them in the MP organization. For these planned orders, the Attribute Action is
set to None, which prevents releasing these planned orders.

Note: You can view planned work orders using the Planner
Workbench.

The Interlock Manager concurrent request creates WIP jobs for assembly A and
purchase orders for components B and C during the simulation run. This topic is
discussed in detail in the execution section. These WIP jobs and purchase orders
represent supply and are considered in subsequent planning runs.

For more information on concurrent programs, see Overview of Subcontracting
Concurrent Programs, page 6-1.

Outsourced Assembly with Prepositioned Components

In this scenario, the outsourced assembly is A and its components, B and C, are
prepositioned components:

Subcontracting Process for Discrete Manufacturing 5-3



OEM Organization MP Organization

Forecast
@ | B & C are Prepositioned | Nono

L S e — T
mai‘)’ I ——3 Met requirement of A as demand to MP A is a Maka
BOM itemn, BOM is

- Exploded
Planning Run Explasion @
El = Met requirement of B as demand to OEM
I
@ I = — Met requirement of C as demand to OEM
L

A B e
Planned Orders Buy Buy Buy

Discrete Job A B C
Purchase Buy from MP Buy from RMS Buy from RMS
Orders )

The planning process is the same as that of the outsourced assembly with synchronized
components. The only exception is that planned orders of prepositioned components B
and C can be transferred to Purchasing as purchase requisitions:

1. The forecast is defined for the outsourced assembly in the OEM organization, if the
outsourced assembly A is an independent demand item. If A is a dependent
demand item, demand comes from its parent assembly.

2. The planning run considers forecast or dependent demand of A, calculates the net
requirements of A in the OEM organization, and creates a buy planned order for
assembly A in the OEM organization. Since Assembly A is a buy item and is
sourced from the MP organization, the planned order demand of A in the OEM
organization is transferred to the MP organization as demand of A.

3. In the MP organization, A is a make item based on the organization, demand is net
calculation, and a make planned order is created for Assembly A. When the BOM is
exploded, the requirements for components B and C are calculated, the net
calculated, and buy planned orders are created. Since these components are sourced
from the OEM organization, buy planned order demand of components B and C is
transferred to the OEM organization.

4. Inthe OEM organization, requirements for components B and C are netted because
these components are sourced from RMS (based on sourcing rules). Therefore, buy
planned orders are created for these components in OEM organization

5. In the OEM organization, buy planned orders can be transferred from Planning to

Purchasing as purchase requisitions. (The release time fence is set to Null for
outsourced assembly A, components B and C in organization items). Purchase
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orders and blanket releases are created from these purchase requisitions. Purchase
orders and blanket releases created for the outsourced assemblies are referred to as
subcontracting orders.

6. In the MP organization, make planned orders of outsourced assembly A can be
transferred as WIP jobs as the release time fence is set to Don't Release Auto or
Manual for the outsourced assembly in MP organization. The make planned order
Attribute Action is set to None (it can be viewed on the planning workbench), which
prevents the release of these planned orders.

7. Buy Planned orders of components B and C can be transferred to Purchasing as
requisitions as the release time fence is set to Null for both the components in the
MP organization.

The Interlock Manager concurrent request creates WIP jobs for assembly A during the
interlock run. These WIP jobs represent supply, and are considered in subsequent
planning runs.

For more information on concurrent programs, see Overview of Subcontracting
Concurrent Programs, page 6-1.

Outsourced Assembly with Prepositioned and Synchronized Components

In this scenario, the outsourced assembly is A and its components, B and C are
prepositioned and synchronized components respectively:
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OEM Organization MP Organization
Forecast
B is Prepositioned
@ | G iz Synchronized | Mone
L S e —" T
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The planning process is a combination of the given processes involving synchronized
components and prepositioned components:

1.

The forecast is defined for the outsourced assembly in the OEM organization, if the
outsourced assembly A is an independent demand item. If A is a dependent
demand item, then demand comes from its parent assembly.

The planning run considers forecast or dependent demand of A, calculates the net
the requirements of A in the OEM organization, and creates a buy planned order
for assembly A in the OEM organization. A is a buy item that is sourced from the
MP organization, therefore, the planned order demand of A in the OEM
organization is transferred to the MP organization as demand of A.

In the MP organization, A is a make item, demand is netted, and a make planned
order is created for Assembly A. When the BOM is exploded, components B and C
requirements are calculated, netted, and buy planned orders are created. Since these
components are sourced from the OEM organization, the buy planned order
demand of components B and C is transferred to the OEM organization.

In the OEM organization, components B and C requirements are netted, these
components are sourced from the RMS (based on sourcing rules), and the buy
planned orders are created for these components in the OEM organization.

In the OEM organization, buy planned orders can be transferred from Planning to
Purchasing as purchase requisitions. Purchase orders and blanket releases are
created from these purchase requisitions. Purchase orders and blanket releases
created for the outsourced assembly are referred to as subcontracting orders.
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6. In the MP organization, make planned orders of outsourced assembly A and Buy
Planned orders of Component C cannot be transferred as WIP jobs because
purchase requisitions as the Release Time Fence is set to Don't Release Auto or
Manual in the MP organization. The Planned Order Attribute Action is set to None
which prevents releasing these planned orders. You can use the Planner Workbench
to view the planned orders.

7. Buy planned orders of components B can be transferred to Purchasing as
requisitions as the Release Time Fence is set to Null for both the components in MP
organization.

The Interlock Manager concurrent request creates WIP jobs for assembly A and
replenishment purchase orders for component B during the interlock run. These WIP
jobs and replenishment purchase orders represent supply, and are considered in the
subsequent planning runs.

For more information on concurrent programs, see Overview of Subcontracting
Concurrent Programs, page 6-1.

Subcontracting Process Execution for Discrete Manufacturing

The Subcontracting execution process begins with the subcontracting orders for the
outsourced assemblies and the replenishment purchase orders for the components. The
following sections detail the process steps for each scenario.

Note: Creating price breaks for subcontract order shipments is not
recommended. This can have downstream implications on financials.

Outsourced Assembly with Synchronized Components

In this scenario, the execution starts with the subcontracting orders being transferred
from ASCP. You can also create subcontracting orders manually.
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1. The execution process starts with the subcontracting order of Assembly A. These
subcontracting orders are the standard purchase orders and blanket releases, and in
the shipments, the outsourced assembly attribute is set to Yes, indicating that the
purchase order is created for the outsourced assembly.

2. Interlock Manager picks up the subcontracting orders which were not processed in
the previous run of the subcontracting orders and performs the following:

2.1. The Interlock Manager creates a discrete job for the subcontracted order
quantity for simulating the manufacturing in the MP organization.

2.2. The OEM supplies components B and C which are required to manufacture
this assembly . Since B and C are synchronized components, (meaning that
these components need to be shipped along with the order), the Interlock
Manager creates a replenishment purchase order for the components with the
supplier associated with the OEM organization. The replenishment purchase
order created in the MP organization denotes the supply and is considered by
ASCP as supply.

2.3. The Interlock Manager also creates a replenishment sales order for shipping
the components in the OEM for the corresponding replenishment purchase
order in the MP organization. Replenishment sales orders created in the OEM
will always have reference to its corresponding purchase order in the MP
organization. Order type is retrieved from shipping networks (From Org: OEM
and To Org: MP). The subcontracting default order type and the components
price are picked from price lists associated with the customer site in the sales
order (defined in the price lists setup). Sales orders are always created with a

5-8 Oracle Outsourced Manufacturing User's Guide for Discrete, Seiban-Based, and Process Manufacturing




booked status and are ready for shipment. These replenishment sales orders are
allocated to the respective subcontracting orders to meet the component
requirements for manufacturing the assembly at the MP's site. (The Allocations
Table in the Subcontracting Data Model holds this information for tracking.)

Replenishment sales orders created for the subcontracting components are used for
shipping the components like any other standard sales orders.

The Auto Receive Components concurrent request picks up these shipments in the
OEM organization, and creates receipts in the MP organization against the
corresponding purchase order. Sales orders with shipped date and the in-transit
lead time (defined in the shipping networks default shipping method) that is less
than or equal to the current date, are automatically received to simulate the receipts
in the MP organization.

The MP manufactures the components and ships the manufactured assemblies to
the OEM, and the OEM receives these receipts like other purchase order receipts.

The Process Receiving Transactions concurrent request picks up these receipts in
the OEM organization and performs the following:

¢ 6.1. Completes the WIP job for the assembly. When the WIP job is completed ,
components are backflushed, and the inventory is reduced in the MP
organization. However, the completed assembly in the MP remains in
inventory.

e 6.2. Reduces the inventory of assemblies (completed through discrete jobs) in
the MP organization by performing by miscellaneous issues, to maintain the
accuracy of the inventory records. This is because, the subcontracting order of
the assembly is normally received in the OEM after the MP manufactures the
assembly and sends it to the OEM.The Offset account defined in shipping
networks is used for creating miscellaneous issues.

AR invoices are created for those components shipped to the MP.
AP invoices are created for subcontracting orders received from the MP.

In Payables, based on the Netting agreement, AP and AR invoices are netted and
payment is made to the MP.

Note: This step is optional for Buy/Sell Subcontracting and not
required for Full Outsourcing.

For more information on concurrent programs, see Overview of Subcontracting
Concurrent Programs, page 6-1.
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Outsourced Assembly with Prepositioned Components

In this scenario, process execution begins with the subcontracting orders for the
outsourced assembly and the replenishment purchase orders for the prepositioned
components transferred from ASCP. You can also create subcontracting orders for
outsourced assemblies and replenishment purchase orders for prepositioned
components manually.

OEM (Standard Cost Organization) MP (Zero Cost Organization)
Pay to MP
APIAR Netting A > $
2 [ B & C are Prepositioned Components
T .
ASCP
[ AP Invoice ‘ | AR Invoice ‘
8 A A T Ship I ) | 4 Receive
Replenishment SO P Replenishment PO
Iitem: B, Qty: 20 Ea - Item: B, Qty: 20 Ea No M |
Customer: MP Customer. OEM Tra:sa;ir;#s in
21 MP Org
| Ship 3 & Receive
[
21 Replenishment SO ‘ Replenishment PO Misc
Item: C, Qty: 10 Ea - Item: C, Qty: 10 Ea ff— Issue A
‘ Customer. MP ‘ Customer: OEM ASCP I
6.2
ASCP NLLARIND L0 » Discrete Job 22
—_ . - — ey
1 Supplier: MP Receive Complete Y.
[ Interlock ] | Auto Receive Components E l Process Receiving Transactions |

1. The execution process begins with the subcontracting order of the Assembly A and
replenishment purchase orders of the prepositioned components. Subcontracting
orders are the standard purchase orders and blanket releases, and if the shipments
for the outsourced assembly are set to Yes, then the purchase order is created for
the outsourced assembly. Replenishment purchase orders are the standard
purchase orders or blanket releases created to simulate how MP procures
components from the OEM.

2. Interlock Manager concurrent request selects:

e 2.1.Replenishment purchase orders of the components in the MP, and creates
corresponding replenishment sales orders in the OEM for shipment of
components to the MP. Replenishment sales orders that are created in the OEM
always reference their associated purchase orders in the MP organization. The
order type is retrieved from default order type of the shipping network (From
Org: OEM and To Org: MP), and the components price is retrieved from the
price lists associated with the customer site in the sales order. Sales orders are
always created with booked status and are ready for shipment.
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e 2.2 Interlock Manager then picks up the subcontracting orders that were not
processed in the previous run of the subcontracting orders and creates a
discrete job for the subcontracted order quantity for simulating the
manufacturing in the MP organization. For manufacturing this assembly,
components B and C are required in the MP organization, and the OEM must
supply those materials to the MP. Since B and C are prepositioned components,
meaning that components would have been shipped ahead of requirements,
Interlock Manager does not create replenishment purchase orders or sales
orders for these components. Instead, it looks for previously created and
unallocated sales orders, and then makes allocations to these requirements. If
unallocated replenishment sales orders are insufficient for the subcontracting
order requirements, then Interlock Manager allocates to the available quantity
and leaves the remaining quantity unallocated. (This situation should not
happen if replenishments are available). If replenishments are available, then
Interlock Manager attempts to allocate them in subsequent interlock runs.

3. Replenishment sales orders created for the subcontracting components are used for
shipping the components like any other standard sales orders.

4. The Auto Receive Components concurrent request picks up these shipments in the
OEM organization and creates receipts against the associated purchase orders in the
MP organization. Sales orders with shipped date and in-transit lead time (defined
in the shipping networks default shipping method) that is less than or equal to the
current date will be automatically received to simulate the receipts in the MP
organization.

5. The MP manufactures components and ships the manufactured assemblies to the
OEM, and the OEM receives these receipts the same as other purchase order
receipts.

6. The Receiving Transactions concurrent request picks up these receipts in the OEM
organization and:

e 6.1. Completes the WIP job for the assembly. When the WIP job is completed,
components are backflushed, and the inventory is reduced in the MP
organization. However, the completed assembly in the MP remains in
inventory.

¢ 6.2. Reduces the inventory of assemblies (completed through discrete jobs) in
the MP organization by performing miscellaneous issues, for maintaining the
accuracy of the inventory records. This is because, the subcontracting order of
the assembly is normally received in the OEM after the MP manufactures the
assembly and sends it to the OEM. The Offset account defined in shipping
networks is used for creating miscellaneous issues.

7. Account Receivables invoices are created for the components shipped to the MP.
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the MP.

Accounts Payables invoices are created for the subcontracting orders received from

9. In Payables, based on the Netting agreement, AP and AR invoices are netted and
payment is made to the MP.

Note: This step is optional for Buy/Sell Subcontracting.

For more information on concurrent programs, see Overview of Subcontracting

Concurrent Programs, page 6-1.

Outsourced Assembly with Prepositioned and Synchronized Components

In this scenario, execution begins with the subcontracting orders of the outsourced
assembly and replenishment purchase orders of the pre-positioned components being
transferred from ASCP. Also, you can manually create subcontracting orders for the
outsourced assembly and replenishment purchase orders for the pre-positioned

5-12

components.
OEM (Standard Cost Organization) MP (Zero Cost Organization)
Pay to MP
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1. The execution process begins with the subcontracting order for assembly A and the
replenishment purchase order for prepositioned component B.

2. The Interlock Manager concurrent request:

e 2.1 Picks up the replenishment purchase for component B in MP and creates
associated replenishment sales orders in OEM for shipment to MP.
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e 2.2 Interlock Manager then picks up the subcontracting orders that were not
processed in the previous run, and creates a discrete job for the subcontracting
order quantity. To manufacture this assembly, MP needs components B and C,
and OEM must supply those materials to MP.

Because Component B is a prepositioned component, Interlock Manager looks
for available replenishment sales orders and attempts to allocate them to satisfy
the subcontracting order requirement.

® 2.3.Because component C is a synchronized component, Interlock Manager
creates replenishment purchase order for this component.

* 2.4 Interlock Manager creates a replenishment sales order for component C
with its associated replenishment purchase order in MP, and then allocates the
sales order to the subcontracting order requirements.

Note: Replenishment sales orders are created for shipping the
components like other sales orders.

The Auto Receive Components concurrent request picks up these shipments in
OEM and creates receipts in MP using the associated purchase order. Sales orders
whose shipped date and In transit Lead time (defined in the shipping networks
default shipping method) are less than or equal to the current date will be
automatically received to simulate the receipts in MP organization.

MP manufactures the components and ships the manufactured assembly to OEM.
OEM receives these receipts like other purchase order receipts.

The Process Receiving Transactions concurrent request picks up these receipts in
OEM and:

e 5.1. Completes the WIP job for the assembly. When the WIP job is completed,
components are backflushed, and the inventory is reduced in the MP
organization. However, the completed assembly in the MP remains in
inventory.

e 5.2.Reduces the inventory of assemblies (completed through discrete jobs) in
the MP organization by performing miscellaneous issues, for maintaining the
accuracy of the inventory records. This is because, the subcontracting order of
the assembly is normally received in the OEM after the MP manufactures the
assembly and sends it to the OEM. The Offset account defined in shipping
networks is used for creating miscellaneous issues.

The completed inventory of the assembly in MP is reduced by miscellaneous
issues which causes the inventory figures in the MP organization to be accurate.
The Offset account defined in shipping networks is used to create
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miscellaneous issues.

6. Accounts Receivables invoices are created for components shipped to MP.
7. Accounts Payables invoices are created for subcontracting orders received from MP.

8. InPayables, based on the Netting agreement, AP and AR invoices are netted and
payment is made to the MP.

Note: This step is optional for Buy/Sell Subcontracting and not
required for Full Outsourcing.

For more information on concurrent programs, see Overview of Subcontracting
Concurrent Programs, page 6-1.

Outsourced Assembly with Prepositioned and Synchronized Components (Internal MP
Organization)

In this scenario, execution begins with the subcontracting orders of the outsourced
assembly and replenishment purchase orders of the pre-positioned components being
transferred from ASCP or manually created. Subcontracting orders are created for
outsourced assemblies in OEM and corresponding subcontracting sales orders for the
outsourced assemblies are created in the internal MP organization by Interlock
Manager. All transactions in the internal MP organization are manual.
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The execution process begins with the subcontracting order for assembly A and the
replenishment purchase order for prepositioned component B.

The Interlock Manager concurrent request:

2.1 Picks up the replenishment purchase for component B in MP and creates
associated replenishment sales orders in OEM for shipment to MP.

2.2 Picks up open subcontracting orders and creates subcontracting sales orders
for Assembly A in the internal MP Organization

2.3 Creates the WIP job /Flow schedule for the subcontracting order quantity in
the Internal MP. It associates the subcontracting sales order and WIP job/Flow
schedule with the corresponding subcontracting order.

2.4 Creates replenishment purchase order for synchronized component C in
MP.

2.5. Creates a replenishment sales order for component C in OEM, and then
allocates the replenishment sales order to the subcontracting order
requirements.

To manufacture this assembly, OEM must supply materials to the MP. OEM then
ships the Subcontracting components B and C using the existing shipping process.

Components are automatically received in internal MP organizations using the
Auto Receive Components program (see: Auto Receive Components, page 6-11 for
more details). The MP manually receives replenishment POs for components B and
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C.

5. Once the component items are issued, MP completes the discrete job/flow
schedules.

6. After Assembly A is complete, MP ships it to OEM against the subcontracting sales
order.

7. OEM receives Assembly A against the subcontracting order.
8. Accounts Payables invoices are created for subcontracting orders received from MP.
9. Accounts Receivables invoices are created for components shipped to MP.

For more information on concurrent programs, see Overview of Subcontracting
Concurrent Programs, page 6-1.
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6

Subcontracting Concurrent Programs

This chapter covers the following topics:

Overview of Subcontracting Concurrent Programs
Interlock Manager

Reconciliation Manager

Auto Receive Components

Process Receiving Transactions

Processing Logic

Remove Allocations

Overview of Subcontracting Concurrent Programs

Subcontracting concurrent programs are common to discrete manufacturing, seiban-
based manufacturing, and process manufacturing. These sections describe the following
subcontracting concurrent programs:

Interlock Manager, page 6-1
Reconciliation Manager, page 6-7

Auto Receive Components, page 6-11
Process Receiving Transactions, page 6-14

Remove Allocations, page 6-18

Interlock Manager

Interlock Manager is a concurrent request that should be run immediately after running
the ASCP plan and transferring the planned orders for outsourced assemblies and
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subcontracting components to Purchasing. Interlock Manager picks up the
subcontracting orders and replenishment purchase orders and performs the following;:

¢ Creates discrete jobs for assemblies and replenishment purchase orders for
synchronized components in the MP organization.

For every subcontract order, all the multiple synchronized component requirements
are grouped by the Interlock Manager into a single replenishment purchase order
(RPO) with multiple lines for each of the synchronized components. This single
RPO contains multiple lines for each of the synchronized component in an assembly
with details of the required quantities and the need by dates.

¢ Creates replenishment sales orders for prepositioned and synchronized
components in the OEM organization only if the supply type is Assembly Pull.

Note: Components with supply type as Supplier Supplied,
Phantom, and Bulk will be ignored as they do not require
replenishment. Operation pull is not supported.

For multiple synchronized components in an assembly, Interlock Manager creates
one replenishment purchase order with multiple lines for the synchronized
components. On the basis of this replenishment purchase order, Interlock Manager
creates a single replenishment sales order with multiple lines for the synchronized
components.

For multiple prepositioned components in an assembly, when ASCP creates
replenishment purchase orders or you create replenishment purchase orders
manually, you can:

® Create one replenishment purchase order (RPO) with multiple lines for each
prepositioned component. On the basis of this single replenishment purchase
order, Interlock Manager creates one replenishment sales order with multiple
lines corresponding to each prepositioned component.

* Create separate replenishment purchase order for each prepositioned
component. On the basis of each of the separate replenishment purchase order
for each component, Interlock Manager creates separate replenishment sales
order for each prepositioned component.

* Allocates the replenishment sales orders to the corresponding subcontracting order
to meet the component requirements at the partner's facility.

e Defaults subinventory for synchronized common components during PO receipt by
identifying whether a purchase order is a replenishment purchase order using item,
supplier, supplier site, and ship-to location values and then using a custom API to
derive and update the sub-inventory in RPO distributions.
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Note: A common component is one that is used both in the
outsourced manufacturing process and the normal manufacturing
process at the internal MP location.

Attributes of Interlock Manager
Selection of Subcontracting Orders for Processing

Interlock Manager processes the subcontracting orders only if the following conditions
are satisfied:

¢ The MP organization can be WMS and EAM enabled.

®  Process-enabled organizations are also supported for full outsourcing with external
manufacturing partners only.

¢ For external MP organizations, serial controlled outsourced assemblies or
components are not supported. Both lot and serial controlled outsourced assemblies
or components are supported for internal MP organizations

e For full outsourcing with external MP in process enabled organizations, the
Interlock Manager creates the production batches for the outsourced product
corresponding to the subcontracting orders created in the OEM organization.

¢ Inventory periods are open in the MP organization.

e  WIP parameters are defined in the MP organization for discrete manufacturing
organizations.

® Process execution parameters are defined in the MP organization for the process
enabled organizations.

¢ Allocations are required for the proper planning, execution, and simulation of the
manufacturing process at an MP site. Allocations refer to the designation of
replenishment sales orders to the respective subcontracting orders to meet the
component requirements for manufacturing the assembly at the MP's site. In
Chargeable Subcontracting, although the components are shipped, the OEM retains
ownership. When the OEM receives assemblies from MP, it is assumed as though
the components are brought back from the MP when the OEM receives the
assemblies. To support this practice, the sales price of the components shipped or to
be shipped needs to be the same as the current list price. Also, the purchase price of
the assembly includes the sales price of the components. Including the sales process
is necessary in order to track the component consumption at the MP by the sales
price of the components.

When Interlock Manager makes allocations, it validates based on two conditions:
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e Shipped components are available in the MP when the assembly is ready to be
manufactured (replenishment sales order shipment date and the in transit lead time
from the OEM to the MP is less than the discrete job start date).

® For Chargeable Subcontracting, sales price of the components shipped or to be
shipped is the same as the current list price.

When both conditions are satisfied, Interlock Manager allocates the replenishment
order to the subcontracting order. For synchronized components, replenishment sales
orders are created and automatically allocated at the same time. For prepositioned
components, components are shipped in advance of requirements to ensure that the
sales price of the components shipped is allocated at the correct price for proper
accounting.

Subcontracting Sales Orders Creation for Outsourced Assemblies in Internal MP
Organizations

In internal MP organizations, once the assembled item has been manufactured against
the WIP job or Flow Schedule, it needs to be shipped to the OEM organization. A
subcontracting sales order document is required against which the assembled item can
be shipped.

The Subcontracting: Interlock Manager, creates a Subcontracting Sales Order in the MP
organization linking to the Subcontracting Order created for the outsourced assembly in
the OEM organization. This enables the end to end traceability of the material
movement across the OEM and MP organizations.

Subcontracting: Interlock Manager creates a subcontracting sales order for an
outsourced assembly in the internal MP Organization to enable shipment of the
outsourced assembly from internal MP organization to the OEM organization after the
completion of the manufacturing of the assembly in the MP organization. While
creating the subcontracting sales order following are the mandatory fields that default:

¢ Customer/Customer site — from the customer/supplier relationship defined in
Customer/Supplier Association in Additional Organization Information.

®  Order type — from the shipping network.
e  Price list — from customer master.
* Warehouse — MP organization.

® Schedule Ship Date — Need by date on Subcontracting Order and Shipping Lead
Time in shipping network. This will also be the completion date on the work order.

Additionally, Outsourced Manufacturing provides the ability to peg the work order to
the subcontracting sales order in internal MP organizations. This pegging is achieved:

* For Discrete Jobs, by reserving the work order to the subcontracting sales order in
the Internal MP organization for all the items.
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e For Flow Schedule, by setting the sales order line status to Production Open for all

the items.

To run Subcontracting: Interlock Manager

1. From the Subcontracting responsibility, navigate to the Requests window.

2. Use the list of values in the Name field, to select Subcontracting: Interlock Manager.

Run this Request__.

MName

*

Copy...

Operating

Paramet

Langua FindlSubcontrac’[ing: k]

MName Application

Subcontracting: Auto Receive Components Cutsource

At these Times._| | Subcontracting: Consumption Adjustment Manager Outsource:
Run the J : Interlock M:arn:agr . Outsourced
Subcontracting: Process Receiving Transactions Outsourcet

Subcontracting: Reconciliation Manager Outsource:

Upon Completion| | Subcontracting: Remove Allocations Outsourcer

Lay
Nof
Print
g e
Help (C)

3. Click OK. The Parameters window appears.
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© Parameters %]

Batch Size
Maximum Workers

Subcontracting Organization From

Subcontracting Crganization To
Subcontracting PO Mumber From |

Subcontracting PO Mumber To |

MNumber of days in advance

A e e | 3

(oK | [cancel ] [ clear | [ Help

4. Enter the optional parameters:

¢ Batch Size

¢ Maximum Workers

® Subcontracting Organization From
® Subcontracting Organization To

* Subcontracting PO From

¢ Subcontracting PO To

e Number of days in advance

5. Click OK.

6. Click Submit in the Subcontracting Requests window to run Interlock Manager.
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O Subcontracting Requests [ ]
Fun this Reguest...

Copy...
Mame |Subcontracting: Interlock Manager
Operating Unit |Vision Operations
Parameters |0
Language |American English
Debug Options
At these Times._..
Run the Job |As Soon as Possible Schedule..
Upon Completion...
¥ Save all Qutput Files Burst Cutput
Layout Options... |
MNotify
) . Delivery Opts
Print to |noprint
Help (C) | Submit | Cancel J

Reconciliation Manager

The Reconciliation Manager concurrent request processes the change management of
subcontracting orders. It identifies changes to the subcontracting orders and updates
the discrete jobs, replenishment purchase orders, and replenishment sales orders.

These changes to subcontracting orders are considered for reconciliation:

® Subcontracting order quantity
e Promise or need-by dates

* Both quantity and dates

¢ Replenishment sales orders

* Cancellations

Change in the Subcontracting Order Quantity

Reconciliation Manager considers the change in the subcontracting order quantity and
any increase or decrease in the quantity of the discrete job associated with the
subcontracting order in the MP organization.

e If the subcontracting order is increased:
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e For synchronized components, new replenishment purchase orders and sales
orders are created for any additional quantity for shipment of additional
material from OEM to MP and then they are allocated to the subcontracting
order.

¢ For prepositioned components, if sufficient unallocated replenishment quantity
currently exists, then additional allocations will be made for the increased
(additional) subcontracting order requirements. If the unallocated
replenishment quantity is not sufficient, then no new replenishments will be
created because by definition, these components are stored in advance and
shortages do not occur; therefore, reconciliation does not take any action.

e If the subcontracting order quantity is decreased:

* For synchronized components, allocations are decreased, leaving some
unallocated replenishments. These replenishments are allocated to other
requirements. Interlock Manager or Reconciliation Manager considers such
unallocated replenishments of synchronized components (similar to
prepositioned components), and then creates new replenishments.

¢ For prepositioned components, allocations are decreased.

Changes to the Promise or Need-by Dates
Reconciliation Manager considers these changes to the promise or need-by dates:
¢ If the date is moved forward:
e The discrete job associated with the subcontracting order is moved forward.

¢ The subcontracting orders (replenishment purchase orders and replenishment
sales orders for the components) and allocations are not changed.

e [f the date is moved backwards:

e The discrete job associated with the subcontracting order is moved backwards.
If the new date is less than or equal to the current date, then the current date is
set as the new date.

¢ For synchronized components, associated replenishment purchase orders and
replenishment sales orders are moved backwards. If the new date is less than
the current date, then the date is moved back to the current date. The
synchronized components are allocated to the subcontracting orders.
Allocations are not changed.

¢ For prepositioned components, allocations are removed and then new
allocations are made based on the new due date.
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Simultaneous Changes to Quantity and Dates
Reconciliation Manager:

1. Reconciles date changes.
2. Makes changes to the order quantity.

Changes in the Replenishment Sales Orders
Reconciliation Manager considers these changes to replenishment sales orders:

e Short shipments of the replenishment sales orders
* Replenishment sales order returns

* Over shipments

® Backorder sales orders

® Cancellation of replenishment sales orders

Interlock Manager considers changes to replenishment sales order quantities and dates.
Interlock Manager:
* Changes the allocations so that the new shipment quantity is reflected in the

subcontracting order requirements.

* Creates new replenishment sales orders, when applicable.

Note: In internal MP organizations, the following changes originating
from subcontracting orders in OEM organization are automatically
propagated to the corresponding subcontracting sales order, WIP
job/Flow schedules in the MP organization:

¢ Subcontracting Order quantity (both positive and negative)
* Promise or need-by dates (both forward and backward)

* Both quantity and dates

e Cancellations

The change is initiated at the source document only which in internal
MP organizations is subcontracting order.Note that reverse change
management is not supported.

APIs are provided for inclusion in the PO approval workflow to allow
or disallow the changes in the subcontracting order considering the
status of the downstream, subcontracting sales order and work
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order/flow schedule status.
Changes to subcontracting orders are allowed only if:

*  Work order status is Unreleased
® Subcontracting sales order header status is Entered or Booked

® Subcontracting sales order line status is Awaiting Shipping and
delivery line status is Ready to Release.

For any other status the changes on the subcontracting order is not

allowed. Refer to the Integration Repository for API details.

For Full Outsourcing with External MP in process enabled organizations, the
Reconciliation Manager also:

® Processes the changes in the subcontracting order and updates the production
batches and replenishment sales orders.

® Reschedules the production batch and associated replenishment purchase order
and sales order in case of changes in the need by date of the subcontracting order.

¢ Updates the production batch quantity and the associated allocations of

replenishment purchase order when there are changes in the quantity of the
subcontracting order.

To run Subcontracting: Reconciliation Manager

1. From the Subcontracting responsibility, navigate to the Requests window.
2. Inthe Name field, select Subcontracting: Reconciliation Manager.

3. Click OK. The Parameters window appears.
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O] x|

Run this Request...
Copy...

Name
Operating Unit  Vision Operations
Parameters
Language American English

Language Settings... Depbug Options

At these Times...
Run the Job As Soon as Possible Schedule....

Upon Completion...

O Parameters ]

Subcontracting Organization From D
Subcontracting Organization To

1| 3

( ok | [cancel] [ cClear | [ Help |

Enter the optional Parameters:

® Subcontracting Organization From

® Subcontracting Organization To

Click OK.

Click Submit in the Subcontracting Requests window to run the Reconciliation
Manager.

Auto Receive Components

The Subcontracting: Auto Receive Components concurrent request performs the
following:

Automatically receives subcontracting components into supplier organizations after
the predefined in-transit lead time.

Selects the shipped replenishment sales orders in the OEM organization based on
the MP organization specified in the concurrent request parameters window.

Creates component receipts for the corresponding purchase orders in the MP
organization.

Selects shipped sales orders that are expected to be received in the MP organization
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after considering the in-transit lead time defined in the shipping networks.

® Selects shipping transactions against subcontracting replenishment sales orders in
the OEM organization after considering in-transit lead time defined in the shipping
networks.

* Creates receipts against corresponding replenishment purchase orders in the
supplier organizations.

e Receives drop ship RPOs for internal MPs. For direct ship RPOs, the optional
Include Direct Ship RSOs parameter is enabled in the Auto Recieve Components
program when users select Internal for MP Organization Type.

If Include Direct ship RSOs parameter is set to Yes the system checks for the
quantity partially received, if any, and performs auto receipt of the quantity not
received. This would also be applicable for drop ship POs.

® Receives all the replenishments sales orders (directship and dropship) for an
external MP.

e For Full Outsourcing with External MP in process enabled organizations, the Auto
Receive Components concurrent program automatically receives subcontracting
ingredients of outsourced products after the predefined in-transit lead time into
Manufacturing Partner organization on behalf of Manufacturing Partner. For
process organizations, the Auto Receive Components concurrent program:

e Finds the list of all replenishment sales orders where:

e The Order status is Booked or Shipped.

* The Warehouse defined in the header is the OEM organization, and the MP
is the customer organization.

® The Order type is the same as the Order Type defined in Shipping Network
between OEM organization and MP organization.

e If the user has given the concurrent program input parameter organization
then it finds associated customer and customer site using the Customer-
Supplier relationship in Organization definition. The program considers
only those replenishment sales orders which are associated with this
customer.

® Searches sales order lines to find cumulative shipped quantity against a
combination of customer purchase order, customer purchase order line, and
customer shipment number where the warehouse at line level is the same as
OEM organization and where the actual shipped date and In-transit Lead Time
is lesser than or equal to the current date. It considers In-transit Lead Time
corresponding to Default Ship Method from Shipping Network.
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¢ Finds quantity received against replenishment purchase orders for a
combination of customer purchase order, customer purchase order line,
customer shipment number, and Unit of Measure (UOM).

¢ If shipped quantity is greater than the received quantity, the program auto
receives by entering and recording shipped quantity at sales order level
records, and received quantity at purchase order level in the receiving
transactions interface tables and then runs Receiving Transaction Processor
concurrent program.

You can run the Auto Receive Components request daily, weekly, or periodically to
create receipts of subcontracting components in the supplier organizations.

Note: You can track the status using the Subcontracting Workbench.

To run the Auto Receive Components concurrent request:

1. From the Subcontracting responsibility, navigate to the Subcontracting Requests
window.

2. Select Subcontracting: Auto Receive Components in the Name field.

3. Click OK. The Parameters window appears.
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o) :

Run this Request...

Copy...
Name bcontracting: Auto Receive Components|

Operating Unit  Vision Operations

Parameters

Language American English

O Parameters %]

MP Organization Type J
Manufacturing Partner Organization

Include Direct Ship RS0s
1] r

QK | Qancel)l Clear)l Help)l

Natify

: Delivery Opts
Print to  noprint ry Opt

Help (C) Submit Cancel

4. Select from either Internal or External for MP Organization Type.
5. Enter the Manufacturing Partner Organization.

6. Select Yes or No for Include Direct Ship RSOs. Note that this parameter is only
enabled if you select Internal for MP Organization Type.

7. Click OK.

8. Click Submit to run the request.

Process Receiving Transactions

The Process Receiving Transactions program is applicable only for external
manufacturing partners. Before you run this program, enter component lots using the
Component Lot Entry tab in the Subcontracting Workbench for lot based components in
external MP organizations. See: Entering Component Lots, page 7-11.

The Subcontracting: Process Receiving Transactions concurrent request:

¢ Selects assembly receipts in the OEM organization and initiates WIP job
completions and miscellaneous issues to adjust inventory in the MP organization.

® Processes assembly returns, receipts, return corrections of assemblies, and RMA
receipts for components in the OEM organization.

* For full outsourcing with external MP in process enabled organizations:
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® Selects product receipts in the OEM organization and initiates production batch
completions and miscellaneous issues to adjust inventory in the MP
organization.

® Processes product returns, receipts, return corrections of products, and RMA
receipts for ingredients in the OEM organization.

To run the Subcontracting: Process Receiving Transactions concurrent
request

1. From the Subcontracting responsibility, navigate to the Subcontracting Requests
window.

2. Select Subcontracting: Process Receiving Transactions in the Name field.

3. Click OK. The Parameters window appears.

fr—

= x
Fun this Request...
Copy...
Name bcontracting: Process Receiving Transactions
Operating Unit
Parameters
Language American English
Language Settings... Debug Options

At these Times...

Run the Job As Soon as Possible
Request ID

Upon Completion... Group 1D
¥ Save all Qutput Files

Layout oK | Qancel) ClearJI Help)

Notify
Print to  noprint

Delivery Upts

Help (C) Submit Cancel

4. Enter an optional Request ID. Valid characters are 0 through 9.
5. Enter an optional Group ID. Valid characters are 0 through 9.

6. Click OK.

7. Click Submit to run the request.
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Processing Logic

The Process Receiving Transactions manager picks up the subcontracting order receipts
and RMA receipts for replenishment sales orders in the OEM. Then it creates
corresponding transactions in the MP organization.

Subcontracting Order Receipts
Receipts are processed only if the following conditions are met:

® Subcontracting order is fully allocated

® Subcontracting is not over-received

Tip: The subcontracting order receipt tolerance should be zero so
that it will never be over-received.

* Manufacturing partner is external.

Once the above conditions are met, the Process Receiving Transactions program
performs the following;:

For discrete manufacturing organizations:

¢ Completes the WIP job of the associated subcontracting order in the MP
organization and then:

¢ Backflushes the components and reduces the component inventory in the MP

organization.

* Moves the completed assemblies to inventory.

¢ Reduces the completed WIP job quantity in the previous step by miscellaneous
issue for the assembly in the MP organization. The offset account defined in the
subcontracting options in the shipping network is used for these miscellaneous
issues.

For process manufacturing organizations:

* Completes the production batch of the associated subcontracting order in the MP
organization and then:

* Backflushes the ingredients and reduces the ingredients inventory in the MP
organization.

* Moves the completed products to inventory.

6-16 Oracle Outsourced Manufacturing User's Guide for Discrete, Seiban-Based, and Process Manufacturing



Note: The completion of the batch would be done only after
receiving the complete quantity of the purchase order without
the receipt tolerances into consideration.

Reduces the completed production batch quantity in the previous step by
miscellaneous issue for the product in the MP organization. The account, derived
based on the ADR rules setup under SLA events for the event class Miscellaneous
Transactions, is used for these miscellaneous issues.

Subcontracting Order Returns (RTVs)

The Pickup RTV program processes the subcontracting order transactions in the OEM
organization and creates the following transactions in the MP organization:

For discrete manufacturing organizations:

Increases the inventory of outsourced assembly in the MP organization using
miscellaneous receipts, which represent the return of assemblies from the OEM.

Creates assembly returns (WIP returns) in the MP organization for the associated
discrete jobs, which:

¢ Reduces the assembly inventory in the MP organization for returns to the shop
floor.

® Reverses backflushed component transactions.

Note: In internal MP organizations for the return of outsourced
assembly items to MP due to quality, non-conformance or any
other issues, create RTV manually in OEM against the
corresponding RMA transaction in MP organization. For
component returns, the steps remain same as external MP
organizations.

For process manufacturing organizations:

Increases the inventory of the outsourced product in the MP organization using
miscellaneous receipts, which represent the return of products from the OEM.

Creates product returns (WIP returns) in the MP organization for the associated
production batch, which:

® Reduces the product inventory in the MP organization for returns to the shop
floor.

e Reverses backflushed ingredient transactions.
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Subcontracting Order Receipt and RTV Corrections

The Process Receiving Transactions concurrent request handles receipt and return
corrections for subcontracting orders in the OEM. It processes them as WIP completions
or WIP returns in the MP organization.

Replenishment Sales Order Returns (RMA Returns)

The Process Receiving Transactions concurrent request selects the RMAs linked to the
replenishment sales orders and then creates RTV transactions for the corresponding
replenishment purchase order in the MP organization.

Note: Only the RMAs with references to the original replenishment
sales order shipped to the MP organization are considered. RMAs
without references are not considered for processing.

These steps are performed for accurate simulation of inventory at the MP site.

Remove Allocations

The Subcontracting: Remove Allocations program enables users to remove allocations
of components for subcontracting orders. You can remove allocations from an existing
subcontracting order/RSO and perform reallocations to another subcontracting order
using the interlock manager.

This program only considers unreleased and released work order/flow schedules but
with an extent of quantity that is not complete. This program would de-allocate
components linked to the specified subcontracting order and enable the next run of
interlock manager to perform reallocations.

If no value is specified in the Subcontracting Order or Replenishment SO parameter, the
program de-allocates all the components and the next run of the interlock manager
would re-allocate the components. Users should run this program followed by the
Subcontracting: Interlock Manager program.

The program uses the start and completion date of the WIP job linked to the
subcontracting order being processed to ascertain whether the allocations can actually
be removed. If the job is already completed, the allocations are left untouched. If the job
has started but is not complete, the allocations are removed to the extent of unused
quantity. If the job is yet to start, the order is totally de-allocated.

This program is applicable for both internal and external manufacturing partner
organizations.

This program is also applicable for full outsourcing with external MP for process
manufacturing enabled organizations.

To run Subcontracting: Remove Allocation

1. From the Subcontracting responsibility, navigate to the Requests window.
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2. In the Name field, select Subcontracting: Remove Allocations.

3. Click OK. The Parameters window appears.

© Parameters

Include Synchronized Components |No

O] =

Run this Request...
Copy...

Name bcontracting: Remove Allocations

Operating Unit

Subcontracting Organization J
Order Type
Order Number From
Order Number To
Component ltem From

Component ltem To

1] 3

OK | Qancel)l Clear)l Help)l

Help (C) Submit Cancel

4. Enter information in the following parameters:

Subcontracting Organization: Select the OEM organization code. Allocations are
removed for those subcontracting purchase orders that have the OEM
organization specified in this parameter.

Order Type: Select either Subcontracting Order or Replenishment Order.

Order Number From: This field is enabled only when users select an Order
Type. If the order type Subcontracting Order is selected, enter the first order
number for the order number range.

Order Number To: This field is enabled only when a value is entered for Order
Number From. If the order type Subcontracting Order is selected, enter the last
order number for the order number range.

Component Item From: Enter the starting item name for the item range.

Component Item To: Enter the last item name for the item range. This field is
enabled only when users enter a value for Subcontracting Component From.

Include Synchronized Components: Select Yes or No. If Yes is selected
allocations are removed for synchronized components also. The default value of
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this parameter is No.

5. Click OK.

6. Click Submit to run the request.

Note: It is recommended to run the Interlock Manager after
running the Remove Allocation program in order to make the re-
allocations. This has to be considered during implementation.
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7

Overview

Subcontracting Workbench

This chapter covers the following topics:

Overview

Viewing Subcontracting Orders
Viewing Replenishment Orders
Consumption Adjustments
Processing Consumption Adjustments

Entering Component Lots

The Subcontracting Workbench User Interface is common to discrete manufacturing,

seiban-based manufacturing, and process manufacturing. The Subcontracting
Workbench enables you to view subcontracting orders and replenishment orders and
take appropriate actions for better control of the subcontracting process. Use the

workbench to:

View subcontracting orders, page 7-2

View replenishment information for components, page 7-4
Create manual shipment allocations, page 7-4

Adjust subcontracting component consumptions, page 7-6

Enter lots for components, page 7-11

The Subcontracting Workbench also displays the production batch information instead
of WIP jobs for the process enabled inventory organizations that are available as ship to
organization in the subcontracting orders.
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Viewing Subcontracting Orders

On the Components page of the Workbench, you can search and view Subcontracting
Orders by manufacturing partner, or by an assembly. If you are using Project
Manufacturing, then you can also search and view the subcontracting orders by project.

These subcontracting orders are regular purchase orders and releases created for
outsourced assemblies. You can view header details in the Workbench.

Subcontracting order lines contain details of the outsourced assembly ordered through
the MP.

Details of the components required for manufacturing the outsourced assembly at the
MP's site can be viewed on the shipment details page.

To view subcontracting orders:
1. Navigate to the Subcontracting Workbench User Interface.

2. Select the Components tab.
3. Select the Subcontracting Order type from the list of values.
4. Enter an Operating Unit and Subcontracting Organization (required).

5. Additional search parameters include:

® Subcontracting Order and Order number, or Replenishment Order and Order
number

® Operating Unit

® Subcontracting Organization

¢ Outsourced Assembly

® Subcontracting Order Date From and To
* Manufacturing Partner

* Manufacturing Partner Site

® Purchase Order Status

¢ Allocation Needed

Enter additional search options as desired, and click Go.
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Click the Shipment Details icon to navigate to the shipment details page. The
Shipment Details page displays the components to be shipped by the OEM to the
MP for manufacturing the assembly.

ORACLE subcontracting

Help Logeat

Components

plion Adjustment  Components Lot Entry

Components >

Components

HzMiem

Feham to Companents

Shipment 6341-1-1 BOM Detail
Subcontracting Order 6341 Price 25
Ling 1 Currency USD
Shipment 1 UoM Ea
Outsourced Assembly GEL_OSA14 NeedBy Date 11-Jul-2015 00.:00.00
Manulacturig Pariner GEL_MPO4 Ordered 2
Manufacturing Partner Site 0S4 MP Recefved 0

Cuantithes
L C .o ipti . " T Pri Prici M
Select Componen Description Need-By Date Required Allacated To Be Allocated Primary UOM Replenishmant Type Price Pricing UOM  Currency
& GBL_SHIKYU_SYN14 GBL_SHIKYL_SYN14 08-Jul-2015 00:00:00 2 L} 2Ea Synchronized 13 Ea usD
GBL_SHIKYU_SYN1S GBL_SHIKYL_SYN1S 0%-Jul-2015 00:00:00 2 ] 2Ea Sncheonized 8Ea uso

This page shows the details of component requirements and allocations for

manufacturing the assembly and list price (sales price) of the components at the
time of creating the subcontracting order.

Click BOM Detail to view the current BOM details of the outsourced assembly.
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© Bills of Material (MP4) =l

(G MGEL OSA1 GBL_OSA14 UoM Ea
Alternate
Revision |0 Date |02-AUG-2015 21:46:54 01
Display |Future and Current - ¥ Implemented Only
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Substitutes Designators Qperations Bill Details | Revision I

The Bills Of Material window appears and displays component details. This is
useful for comparing the components with the current BOM components in case the
components are different from the BOM due to revision change introduced after
creating the subcontracting order. You must cancel the subcontracting order and
then recreate a new subcontracting order and run the Reconciliation Manager and
Interlock Manager. The new subcontracting order and components are created with
the new BOM.

Viewing Replenishment Orders

On the Components page of the Workbench, you can search and view replenishment

orders created in the OEM organization for shipping components to the MP. You can
search for replenishment orders by MP, by component, and by project. On the
Components page:

Search results display as replenishment order headers

When selecting a specific order, you can view the replenishment sales order lines
for shipping the components. For synchronized components, the replenishment
order is allocated to one subcontracting order for the outsourced assembly. For
prepositioned components, the replenishment order is generally allocated to
multiple subcontracting orders.

Click Allocate Components to view and create allocations

The Subcontracting workbench lets you manually allocate shipments if necessary.
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To view replenishment orders:
1. Navigate to the Subcontracting Workbench User Interface.

2. Select the Replenishment Order type from the list of values.

3. Enter an Operating Unit and Subcontracting Organization (required).

4. Enter additional search options as desired, and click Go. The Components page
appears and displays a list of Replenishment Orders. The page also displays order
lines for selected orders.

™
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’ morfes . Setings  Woddis! Hep Logout
Compoests  Consumption Agustnenl  Components Lat Erly
Compeonents
* WGCales resu el Ne
Search
ot that the $E3rch is case NS s
‘orger Type * CperstingUsit Visian Dperasions Q
" vdar [= al . -
SubcoatractingOrganization  OE3 Organzation-CE Q
a
= Composent Q
a
b s
G Cha
HzEhem
Sulect I Odar I ing Partner . Manufacturing Partner Site  Payment Term
® 18 8352 GEL_UP01 OSAMP IMUEDIATE
Replenishment Order 184: Lines
Select Repienishment OrderLine  Alocate Componeats |35 & (= £k w (il
Quantities
Select Live Component In Price CHBRded oL JUOM  Cumency Ship Dute Expected Roceipt Dote
Ordered  Received Teansit Unaliocated Primary UOM Price
® 11 0SM_Chargostle P o ] o 2Ea . (1] uso 00-0-2015235000  04-Jul2015 00.00:00

To view and create allocations:

On the allocations page, you can view existing allocations that were created by Interlock
Manager, and create allocations manually if required. For synchronized components,
replenishment orders are always created for the required quantity of the discrete job
associated to a subcontracting order. These replenishment orders are always fully
allocated. For prepositioned components, replenishment orders are created well ahead
of requirements, and are allocated periodically. As a result, these orders can have
unallocated quantities.

1. From the Components page, click Allocate Components. The Allocations page
appears and displays allocation details for the selected order.

2. Select the Existing Allocations tab to view details of the subcontracting orders
allocated to the current replenishment order.
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3. Select the Available Subcontracting Orders tab to display a list of subcontracting
orders that require component allocations. For replenishment sales orders of
prepositioned components, there may be unallocated quantity. If prepositioned
components are not fully allocated, then you can manually allocated them in this
page.

ORACLE subconiracting

Components | Consampt s Lot Enkry
Compontnts =
Allocate Components: Sales Order Line 33-1.1 Cancel  Save | Apply
Replenishmen Order, Rev 33 Component GEL_SHIKYU_PRE1S Ordered 59
Line 11 liem Description Pre Postioned Camponeat (CES, in Transit O
Manufactuing Parter GBL_MPOS WPS; Receted 0
Manufictaring Partner Site 0S4 MP Replnishment Type Pre-Posoned Allocated 89
Ship Dete 12-Jun-2013 23.59.00 Pricing UOM Ea Unaliocated 0
Expecled Beceipl Date  12-Jun-2011 23.58.00 Prce 10 Frmary UOM Ea
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No allscabie subcontraing orders
availatle
'

4. Enter the quantity to allocate in the Allocate column and click Apply.

Consumption Adjustments

Subcontracting orders are executed based on the planned component requirements as
per the BOM of the outsourced assembly. It is assumed that the MP consumes the
components based on the planned BOM component quantity and yield, and the
inventory records of the MP organizations are processed accordingly. However, the MP
might consume more or less components for manufacturing the assembly due to
process variations, and the OEM must adjust the records of the MP organization for
proper inventory and financial accounting. Additionally, an internal MP might perform
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physical inventory or cycle count transactions which also should be adjusted for by the
OEM.

Consumption Adjustments in External MP Organization:
The MP sends a report of actual material usage at the period end, and the OEM verifies
and adjusts the simulated records.

Use the Consumption Adjustments page to enter adjustments for the subcontracting
component based on reports sent by the MP. You can search subcontracting order
components by OEM organization, subcontracting order number, or component. Enter
the actual consumption of the subcontracting order component at the manufacturer
partner's facility.

The component adjustments reported through the workbench are further processed by
the Subcontracting Consumption Adjustment Manager concurrent request. It adjusts
subcontracting components on-hand quantity in supplier organizations, and adjusts
allocations between subcontracting replenishment orders and subcontracting orders.

For Full Outsourcing with External MP in process enabled organizations, the
Subcontracting Workbench displays the subcontracting orders and their corresponding
production batches. You can enter the adjustments for the subcontracting ingredient
consumptions based on the report sent from the MP.

To report consumption adjustments in an external MP organization

1. Navigate to the Subcontracting Workbench.
2. Select Consumption Adjustment.

3. Select Subcontracting Order or Component.

Note: If the adjustment type is by Subcontracting Order, then input
into the Purchase Order number is required. If adjustment type is
by Component, then input into the Component is required.

4. Enter an Operating Unit and Subcontracting Organization (required).

5. Enter additional search options as desired, and click Go. The Consumption
Adjustments page appears and displays subcontracting order line details.
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6. Enter the adjustment amount, a reason for the adjustment and lot information for
the component (if applicable).

7. Click Save.

Note: The application displays required quantity based on the
BOM. Actual consumption will be the same as planned
consumption. You must enter the variation in the consumption. If
the consumption is more, then enter positive quantity in the
adjustment amount indicating more consumption than planned
quantity. If consumption is less, then enter quantity with a minus (-
) sign, indicating that quantity consumed is less than the planned
quantity.

Note: Only subcontracting orders created against an external MP
organization are available in the Consumption Adjustments page.
Consumption adjustments against an internal MP organization are
processed automatically by the Consumption Adjustments
Manager program.

Consumption Adjustments in Internal MP Organization:

Unlike in external MP organizations, the work orders or flow schedules are manually
progressed in internal MP organizations. The Consumption Adjustments Manager
automatically detects any over or under consumption and adjusts the allocations for the
corresponding subcontracting purchase orders accordingly.

The physical inventory or cycle count related transactions in internal MP organizations
result in change in on-hand of the subcontracting components available for
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consumption in the work orders or flow schedules (henceforth referred to as WIP jobs).
A positive adjustment increases the on-hand and more components become available
for allocations. A negative adjustment reduces the on-hand resulting in lesser
components available for consumption and allocations. The Consumption Adjustments
Manager automatically detects any physical inventory or cycle count related
transactions and adjusts the allocations for the corresponding replenishment orders
accordingly.

Related Topics

Processing Consumption Adjustments, page 7-9

Processing Consumption Adjustments

The consumption adjustment manager processes adjustments entered on the
workbench for an external MP. Allocations are readjusted, and WIP component issues
or WIP component returns are made to adjust the actual consumption of the simulated
discrete job in the external MP organization. The program also automatically adjusts the
allocations against physical inventory or cycle count transactions or WIP over and
under consumptions in an internal MP.

Note: While adjusting in an internal MP, only the allocations are
adjusted. The component quantities aren't issued in or out of the job.
This is because users are expected to take care of component issues or
returns manually.

For Full Outsourcing with External MP in process enabled organizations,
Subcontracting Consumption Adjustment Manager adjusts the:

® Production batch material transactions.
®  Onhand quantity of the outsourced product.
* Allocations between the replenishment orders and subcontracting orders.

Processing Logic for Consumption Adjustments Manager

1. The Manager finds the eligible physical inventory and cycle count transactions in
internal MP organizations that happened after the last run of this program.

e For negative adjustments: The program tries to find replenishment sales order
lines for the component being processed that have some unallocated quantity. If
such sales order lines are found, the allocable quantity value for these lines is
reduced. If no such allocable replenishment sales orders are found, the latest
replenishment sales orders for this component are found and allocations are
reduced from these sales order lines. It should also be noted that the work
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orders or flow schedules attached to such sales order lines should not have
completed.

* For positive adjustments: The program finds the latest replenishment sales
orders and increases the allocable quantity value for such lines.

2. The Manager then finds under and over consumed work orders/flow schedules in
internal MP organizations. Such work orders should be in status Completed, No
Charges or Closed. The status of the flow schedules should be Closed. Under
consumption results in negative adjustment and over consumption results in
positive adjustments. Such records are inserted in the adjustments table to be
processed along side WIP adjustments for external MP.

3. The Manager then picks up the positive and negative adjustments of the
components entered on the workbench.

4. For positive component consumption adjustments, the program:

¢ Creates WIP issues for the discrete job associated with the subcontracting order
in the MP organization. This happens only if the adjustment is for an external
MP organization.

® Increases allocations for the subcontracting order.

e If there is not enough replenishments available, the program does not process
those adjustments entered on the workbench. This scenario probably will not
occur because adjustments are made at the end of a period, by which time the
OEM would have sent enough material to the MP for this additional
requirement. This scenario could occur if you enter only positive adjustments
first. Therefore, we recommend that you do not process all of the adjustments
(positive and negative) at one time.

5. For negative component consumption adjustments, the program:

* Creates WIP returns for the discrete job associated with the subcontracting
order in the MP organization. This happens only if the adjustment is for an
external MP organization.

® Decreases allocations for the subcontracting order.

To process consumption adjustment:
1. From the Subcontracting responsibility, navigate to the Requests window.

2. Select Subcontracting: Consumption Adjustment Manager from the Requests
window and click OK. The Parameters window appears.
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= *®

Run this Request...
Copy...
Name bcontracting: Consumption Adjustment Manager
Operating Unit
Parameters

Language American English

© Parameters [%|Ebug Options

Batch Size
Run the Job As Soon ag } Schedule..
Maximum Workers

At these Times._..

) Adjust Allocations No
Upon Completion...

Save all {
Layout ( oK | Cancel | Clear | Help | Options...
Notify
) : Delivery Opts
Print to  noprint
Help (C) Submit Cancel

3. Enter an optional Batch Size. Valid characters are 0 through 9.
4. Optionally, enter a value for Maximum Workers. Valid characters are 0 through 9.
5. Select Yes or No in the Adjust Allocations field. The default value is No.

6. Click OK.

7. Click Submit to run the request.

Entering Component Lots

On the Components Lot Entry page of the Workbench, you can search for and enter lots
information for lot controlled components for external MP organization. This is
required to enable back-flush of the component lots to the work order created in MP for
the outsourced assembly. For the components that are lot controlled, once the assembly
is received (and delivered) in the OEM organization, you need to enter the lot
information for the components.

Note: This step should be performed before running Process Receiving
Transactions program.

You also need to enter lot information when assemblies are returned to the external MP
organization after the Auto Receive Components is run for MP organization.
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To enter lots for components:
1. Navigate to the Subcontracting Workbench User Interface.

2. Select the Component Lot Entry tab.

3. In the Received Assemblies page select Issue or Return from the Transactions Type
list of values.

O (L€’ subcontractng " Loggedin As MFG © <
isi

Help Logout

Components  Consumption Adjustment  Components Lot Entry

Received Outsourced Assemblies

“ Indicates raquired fisls

Search

Mate that the search is caseinsensilive

Transzction Type  lssue [ “ Subcontracting Organization Q
* Operating Uit Vision Operations qQ Outsourced Assembly Q
Manufacturing Partner [+ Subrcontracting Order Q
Manufacturing Partner Site Q
B Show More Search Opbons
Go Clear
Heswdem

Select Subcontracting Order  Manufacturing Partner  Manufacturing Partner Site Receipt Number  Receipt Line Number  Lots Status
Mg search congucled.

4. Enter an Operating Unit and Subcontracting Organization (required).

5. Enter additional search options as desired, and click Go.
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ORACLE subcontracting w ®
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Search
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Transaction Type  Issue v * Subcontracting Organicavon OES OEM Organization (Of O
* Operating Unit  Vision Oparatons < Outsourced Assembly q
Manufacturing Pariner Q Subcontracting Order q
Manulacturing Partner Site Q

b Show Mare Searth Opbons
Go | Clear
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Select Subcontracting Order -. Manufacturing Partner ~. Manufacturing Partner Site Receipt Number . Receipt Line Number . Lots Status .
= 6551 GBL_NPO5 OSAMP 1 1 Not Enterad

6548 GBL_NPOS OSAMP o 1 Mot Entered

The list of received outsourced assemblies for external MP organizations appears.
Note that these are only the received assemblies for which lot information has not
been entered and finalized.

Select a subcontracting order and click on Enter Component Lot.

s Lon Eniry

i Lt Eni
Cam|

ponent Lots Concel || pohy | Finsioe
perm

L=]] Racagt Bumbar 10 vom Ea

asall? uan
9zl wih lot enabied companeris Riceipe Livs Humbar 1

Transaction
Fersonaizs Tranzaction

Companents

f - ompanens Tabie’
Salect Compmenl: o1 MorsLots  Remave Remed (312 A fbe v

Selact Companent . Ouscription . Subinvessary . uansity uom Lot
*  osal? comedl asali? campdl = b Each Q
asali campd2 asali7 campa2 Stoas i Each Q

The header information captures details of the subcontracting order, receipt
number and line number, outsourced assembly name and description, and
quantity. Details of the components appear in the Subcontracting Component Table

To enter lot information, select a component.

The Quantity field defaults the total component quantity to be issued. Update the
quantity of the component and respective lot as required.

In the Lot field, select a lot from the list of values which lists the lots with onhand
quantity in the external MP organization.
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Home  Nadgabr . Favoetss

Componenis Lot Enry

Comgonests Lot Ertry »
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10. Use Add More Lots to enter lot information if the assembly has components with
multiple lots. Select the component and click Add More Lots to add a new row
which defaults the remaining quantity. Select the appropriate lot.

ORACLE' subsantrasting

Composstets Lot Entry =
Enter Compenent Lots Cance| Agoy  Finalze
* mocas regured Se

Transaction

Compeneats

om: i Stons

o D7 comed? 0saT compi2 | Storws

11. Use Remove to remove a selected component the table.
12. Use Reset to reset the information for a selected component.
13. Use Cancel to return to the Received Assemblies page without saving the changes.

14. Click Apply to save the changes
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urns you to the Received Assemblies page. The

information for the Component Lots are saved and entered but not finalized. To

update the entered data for
ORACLE subcontracting

Components  Consumplion Adusiment  Components L

Componants Lot Entry =  Enter Componeni Lots >

Received Qutsourced Assemblies

* Indicates required figld

Sedirch
Mot nal i Searcn Is case nsensive
Transaction Type Issue v
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Lot information, select Enter Component Lots.

(O]
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Y

Home

M Enry

” Subcoatracting Organization OES OEM Drganizaton (O G
Outsourced Assambly

Subcontractng Order

Select Receipt Line | Enter ComponeniLats 157 & 7@ £F » M

16. Before finalizing the lot info

Select Sub Ordar -, Maonuf ing Partner -, Manufacturing Portner Site Receipt Number . Receipt Line Number -, Lots Status .,
6551 GBL_NPD5 0saMP (4] Mot Entered
- B548 GBL_NPOS DSAMP 10 1 Entorad

rmation entered ensure that the sum of the lot

quantities match the total component quantity to be issued which defaulted in the

Quantity field.

Click Finalize to complete the Components Lot Entry.
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Click No to discard the entered lot information. Click Yes to confirm the finalization
of the entered lot data. Lot information cannot be modified after finalizing
component lot entry.
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8

Subcontracting Accounting Process for

Discrete Manufacturing

This chapter covers the following topics:

Chargeable Subcontracting Accounting Process
Buy/Sell Subcontracting Accounting Process
Full Outsourcing Accounting Process

Additional Processes to Manage Subcontracting

Chargeable Subcontracting Accounting Process

The Chargeable Subcontracting Accounting Process considers the following:

OEM ships components to the MP to manufacture the outsourced assembly, but
retains the ownership of the components.

Therefore, the MP is not liable for the payment for the components received from
the OEM.

MP manufactures the assemblies (added value) from the OEM supplied
components, and ships them to the OEM.

OEM receives the assemblies, and pays only the added value amount to the MP
organization.

Note: The MP organization is a simulated organization and is used for
inventory planning and tracking and has no impact on costing. For this
purpose, all accounting transactions in the MP organization are not
posted to the general ledger (The Transfer to GL is set to No for the MP
organization.)

For additional information, see: Setting Up Subcontracting Accounting, page 3-32.
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Sales orders are used for shipping the components to the MP organization, and
subcontracting orders are used to procure the assemblies from the MP. Invoices for
Accounts Payables and Accounts Receivables are netted, and the OEM pays the MP
only for the value added in the manufacturing at the MP's factory.

Key accounting concepts include:

* OEM makes a provisional sale and ships the components but retains the ownership.
Therefore, accounting transactions associated with shipping subcontracting
components should be tracked separately. These transactions are processed by
posting to the Subcontracting COGS, Subcontracting Revenue, and Subcontracting
Receivables accounts specifically defined for subcontracting, and are associated
with the OM transaction type. This transaction type is defined in shipping networks
and when the Interlock Manager creates replenishment sales orders for the
components, they are created with the OM transaction type defined in the shipping
networks. The respective accounts are posted during the execution of sales orders
for subcontracting components.

e At period end, the OEM must account for the component inventory in its book of
accounts. A report is provided to identify and calculate the component on-hand
inventory and the value based on the simulated records.

Important: You must manually enter the appropriate book of
accounts and reverse the same entry at the beginning of the next
period.

* The subcontracting order is used to procure the assembly from the MP. After
receiving the assembly from MP, the OEM nets the Accounts Payables invoices with
the Accounts Receivables invoices for the components shipped to manufacture the
assembly. OEM makes the payment to the MP for the added value amount. The
purchase price of the assembly is calculated based on the BOM requirement
quantity and sales price of the components.

See Setting Up for Discrete Manufacturing chapter:
e Setting Up Standard Costs of Components and Assemblies for Subcontracting,
page 3-38

* Defining Price Lists for Subcontracting Components, page 3-40

¢ Setting Up Purchase Price of an Outsourced Assembly, page 3-43

e The purchase price of the assembly is defined to include the sales price of the
components and added value amounts to support the payment process. Therefore,
any purchase price variances associated to assembly receipts in the OEM should be
tracked using a Subcontracting Variance account defined for subcontracting
purposes. This account is associated with shipping networks, and when purchase
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order receipts are made, the purchase price variance is posted to the Subcontracting
Variance account.

¢ Since the entire process uses the fixed sales price of the components, the standard
cost of components and assembly, and the purchase price of the assembly, any
variations in the price and cost could affect the accounting process. A set of utilities
(that is, reports) is provided to identify these changes and their effect.

Important: You must manually adjust the accounting records for
consistency.

Costs and Prices

For subcontracting accounting, the costs and prices of the components and assemblies
should be defined such that the net gain arising out the virtual sales transactions will be
offset by the gain or loss associated with the purchasing of the assembly.

For details on setting up costs and prices, see the Setting Up for Discrete Manufacturing
chapter.

* Setting Up Standard Costs of Components and Assemblies for Subcontracting, page
3-38

* Defining Price Lists for Subcontracting Components, page 3-40
¢ Setting Up Purchase Price of an Outsourced Assembly, page 3-43

This figure illustrates the method for setting costs and prices. All amounts are in USD:

A

2 Ea 1Ea

Item Material Cost OSP (Added Value by MP) Unit Cost
B 2 - 2
C 3 - 3
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Item Material Cost OSP (Added Value by MP) Unit Cost

A 2*2 +3*1 =7 USD 5 12

Item Item Cost Sales Purchase Price Gain/Loss per 1 Ea of
Price Assembly A

B 2 4 N/A 2*(4-2)=4

C 3 6 N/A 1%(6-3)=3

A 12 N/A 19 19-12=7

Gain or loss by shipping Components B and C to the MP on a replenishment sales order
for manufacturing 1 each of Assembly A=4+3=7 USD

Gain or loss offset by purchasing 1 each of Assembly A from the MP =7 USD

The Original Equipment Manufacturer (OEM) should set up item prices so that the gain
or loss by shipping the components to the MP is offset the gain or loss associated with
the purchase of the assembly from the MP:

® Define material costs for the components. Define material and OSP charges for
assembly and update standard costs in the OEM organization. OSP charges are the
added-value amounts added by the MP organization. The costing in the MP
organization is of no significance.

* Define the sales price of the components and purchase price of the assembly so that
the gain or loss from the virtual sale of components to MP is offset by the purchase
price of the assembly. Gain or loss is the difference between the components sales
price and standard cost, and the offset is the difference between the purchase price
of the assembly and its standard cost. In addition, the difference between the
purchase price of assembly and the sales price of the component is the added-value
amount. After the OEM receives the assembly, it makes a payment to the MP
organization for the added-value amount.

¢ In the previous example, the respective standard cost of components B and C is 2
USD and 3 USD, and the respective sales prices are 4 USD and 6 USD. The sale of 2
units of B and 1 unit of C to the MP results in a virtual gain of 7 USD, 4 USD of
which is from B and 3 USD of which is from C.

To offset the virtual gain, the purchase price of assembly is set at 19 USD, and its
standard cost is 12 USD. The difference in the purchase price and standard cost is 17
USD, which offsets the virtual gain due to the sale of components.
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¢ The net amount of the Accounts Receivables invoice is 14 USD, 8 USD of which is
for 2 units of B and 6 USD of which is for 1 unit of C. This net amount is calculated
against an Accounts Payables invoice in the amount of 19 USD and the balance of 5
USD, which represents the added value that is paid to the MP organization.

Replenishment Sales Orders Shipments

Accounting transactions associated with the provisional sale of components are tracked
in separate accounts.

At Ship Confirm Replenishment Sales Orders

This example shows the accounting entries at Ship Confirm: Components B and C. All
amounts are in USD:

Account Debit Credit

For Component B (2 each)

Deferred COGS (item cost 2 USD) 4 -

Inventory Valuation (item cost 2 USD) - 4

For Component C (1 each)

Deferred COGS (item cost 2 USD) 3 -

Inventory Valuation (item cost 2 USD) - 3

These are regular transactions. Although the inventory appears as a credit to the OEM
book of accounts, the OEM organization still owns the inventory. At the period end, run
a report and calculate the on-hand inventory and value at the MP site, and then adjust
the OEM books for proper accounting.

Invoicing Replenishment Sales Orders

This example shows the accounting entries for AR Invoice: Components B and C. All
amounts are in USD:

Account Debit Credit

For Component B (2 each)

Subcontracting COGS (deferred amount 4 USD) 4 -
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Account Debit Credit

Deferred COGS (deferred amount 4 USD) - 4
Subcontracting AR (sales price 4 USD) 8 -
Subcontracting Revenue (sales price 4 USD) - 8

For Component C (1 EA)

Subcontracting COGS (deferred amount 3 USD) 3 -
Deferred COGS (deferred amount 3 USD) - 3
Subcontracting AR (sales price 6 USD) 6 -
Subcontracting Revenue (sales price 6 USD) - 6

COGS, revenue, and receivable transactions associated with invoicing replenishment
sales orders for subcontracting components are posted to subcontracting accounts for
tracking.

Subcontracting Orders Receipts

Subcontracting orders are the standard purchase orders or releases created to procure
the outsourced assemblies from the MP. Purchase orders include these events:

1. Receiving the assembly into the receiving location
2. Delivering the assembly to Inventory

All amounts are shown is USD.

Receiving for Assembly A

Account Debit Credit

For Assembly A (1 each)

Inventory Receiving (PO Price 19 USD) 19 -

AP Accrual (PO Price 19 USD) - 19
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These entries are similar to standard items.

Delivery for Assembly A

Account Debit Credit

For Assembly A (1 each)

Inventory Valuation (Item Cost 12 USD) 12 -
Subcontracting Variance (PO Price - Item Cost) 7 -
Inventory Receiving (PO Price 19 USD) - 19

Inventory is debited at 12 USD, which includes the component costs and added value.
The purchase price variance is posted to the Subcontracting Variance account for
tracking.

AP Invoicing for Assembly A

Account Debit Credit

For Assembly A (1 each)

AP Accrual 19 -

Accounts Payable (Outsourced Assembly) - 19

Accounting entries after the Accounts Payable invoice is created.

Once the Accounts Payables and Accounts Receivables invoices are ready to be
processed, you must use the Accounts Payable and Accounts Receivables Netting
functionality available in Oracle Payables, and make payments to the MP only for the
added value in the outsourcing process.

Accounts Payables and Accounts Receivables Netting

Account Debit Credit

AP (Outsourced Assembly): 19 USD, Subcontracting AR:
14 USD

AP (Outsourced Assembly) 14 -
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Account Debit Credit

Subcontracting AR - 14

After netting Accounts Receivables, the amount of 14 USD is adjusted as a partial
payment, and the balance of 5 USD can be paid to the MP.

For more details on AP and AR netting, see the Oracle Payables User’s Guide.

Buy/Sell Subcontracting Accounting Process

In Buy/Sell Subcontracting, the sale of subcontracting components and the purchase of
outsourced assemblies are treated as independent business transactions. They are
similar to standard sales and purchase of items. Therefore, the specific accounting of
subcontracting transactions required for Chargeable Subcontracting is not relevant in
the context of Buy/Sell Subcontracting. Also, Subcontracting Receivables and Payables
are generally not netted in Buy/Sell Subcontracting. The OEM pays the MP for
purchasing the outsourced assemblies and the MP pays for buying the subcontracting
components from the OEM. However, system allows for netting of Payables and
Receivables even for a Buy/Sell relationship.

Full Outsourcing Accounting Process

In Full Outsourcing, all the specific accounting steps required for Chargeable
Subcontracting are followed except that for Full Outsourcing you set up and define
Subcontracting Intransit (COGS) account in the Order Management transaction type,
and Subcontracting Intransit (PPV) in the Shipping Networks. Additionally,
Subcontracting Receivables and Payables are not netted in Full Outsourcing. The OEM
retains ownership of the components used to manufacture the outsourced assembly so
the MP does not explicitly pay for the Components. Keeping this in mind, the purchase
price of the assembly includes only the value addition and does not include the
component value supplied by the OEM.

Costs and Prices

This section describes the setups, and modeling for the costing, prices and accounting
of outsourced assemblies in Full Outsourcing in both external and internal MP
organizations.

Costing and Prices in External MP Organizations

For Full Outsourcing accounting for external MP organizations, the value addition
should be defined as OSP charges in the costing setup and the assembly purchase order
price should be the same as the value addition.
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For details on setting up costs and prices, see the Setting Up for Discrete Manufacturing
chapter.

* Setting Up Standard Costs of Components and Assemblies for Subcontracting, page
3-38

* Defining Price Lists for Subcontracting Components, page 3-40
e Setting Up Purchase Price of an Outsourced Assembly, page 3-43

This figure illustrates the method for setting costs and prices. All amounts are in USD:

A

2 Ea 1Ea

Item Material Cost OSP (Added Value by MP) Unit Cost
B $2 - $2

C $3 - $3

A 22+ 3*1=$7 $5 $12

Item Item Cost Sales Price Purchase Price

B $2 N/A N/A

C $3 N/A N/A

A $12 N/A $5

To set up item prices, the Original Equipment Manufacturer (OEM) should:

* Define material costs for the components.

® Define material and OSP charges for assembly and update standard costs in the
OEM organization.
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OSP charges are the added-value amounts added by the MP organization. The
costing in the MP organization is of no significance.

Costing of Outsourced Assemblies in Internal MP Organizations

In case of external MP organizations, Transfer to GL is set as No to exclude any
accounting that takes place in the organization. For internal MP organizations, however,
Transfer to GL can be set as Yes and subsequently, all transactions of the organization,
whether they are from the outsourced manufacturing flow, or otherwise, will be subject
to the principles of accounting and valuation.

Following are the notable transactions created in the MP organization as part of the
outsourced manufacturing flow:

¢ Purchase Order Receipt of subcontracting components
e Component issue of subcontracting components

e Assembly completion of Outsourced assembly

* Sales Order Issue of Outsourced assembly

The following setup is required for costing/accounting of the above transactions are:

¢ Price the replenishment purchase orders for the subcontracting components at zero
to prevent any accruals from being generated. The Interlock Manager concurrent
request is automated to handle above functionality.

¢ The replenishment purchase order is created with status of Closed for invoicing.
This is also, handled by the Interlock Manager concurrent request.

® Define the subcontracting components as costing disabled items in the Internal
Manufacturing Partner organization to prevent the generation of inventory
valuation when they are received and transacted within the MP organization.

Costing and accounting of an Outsourced Assembly

A

—— Value added cost of processing in MP = 84
Value added charge to OEM from MP = 35

Qty = 2 Ton Qty =1 Ton
Cost= §2 Cost= §3

B C
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Item Cost in OEM

Item Material Cost Processing Charges  Unit Cost
B $2 (Qty =2 ton) $2
C $3 (Qty =1 ton) $3
A 262 +$3 $5 $12
Item Cost in MP
Item Material Cost Processing Charges Unit Cost
B (Costing Disabled)  $0 $0
C (Costing Disabled)  $0 $0
A $0 $4 $4
Accounting Template for Transactions in OEM Organizations
Transaction Item Price/Cost Account Dr Cr
Ship Confirm  Subcontracting Qty 2 @ $2 Inventory Valuation $4
of Component B
Replenishment
Sales Orders
Subcontracting $4
Intransit
Subcontracting Qty 1 @ $3 Inventory Valuation $3
Component C
Subcontracting $3
Intransit

Subcontracting Accounting Process for Discrete Manufacturing
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PO Receipt of ~ Outsourced Qty=1 A/P Accrual $5
Subcontracting Assembly A
PO Cost =$12
PO Price= $5
Subcontracting $7
Intransit (PPV)
Inventory Valuation — $12
Accounting Template for Transactions in MP Organization
Transaction Item Price/Cost Account Dr Cr
Receiving Subcontracting PO Price = $0 Accrual $0
Components B
&C
Receiving $0
Inspection
PO Receipt Subcontracting  Cost = $0 Receiving $0
Component Inspection
Inventory $0
Valuation
Component Subcontracting  $0 Inventory $0
Issue Component Valuation
WIP Valuation $0
Resource $4 WIP Valuation $4
Resource $4
Absorption
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Assembly Outsourced Cost of WIP Valuation $4

Completion Assembly Subcontracting
components ($0) +
Value added
charge (=Cost of
MP owned
material +
Resources and
Overheads)
Inventory $4
Valuation
SO Issue Outsourced Value Added Inventory $4
Assembly Charge Valuation
Deferred COGS $4
COGS Outsourced Value Added Deferred COGS $4
Recognition Assembly Charge
COGS $4
AR Invoice Outsourced Selling Price Revenue $5
Assembly
Receivables $5

Note: If the subcontracting components specific to the outsourced
manufacturing flows are also being used by the internal manufacturing
partner for purposes other than outsourced manufacturing jobs for the
OEM, then users will have to setup the bill of material and inventory (e.
g. through usage of expense subinventories) to suppress the costing,
accounting and valuation of the component quantities.

Costing of Configured Outsourced Assemblies
The costing of the full outsourcing flow of configured assemblies is as follows:

e Users will have to setup the value addition charge as a resource on the Model's
BOM or as an OSP cost on the Model.

¢ The configured assembly in the OEM and MP organization will have its costs rolled
up like a make assembly, as per the BOM and the Routing. The cost in OEM will
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include the cost of material and value added charge. The cost in MP will be equal to
only the value added charge, if it is an internal organization (See: Costing of
Outsourced Assemblies in Internal MP Organizations)

¢ The list price of the assembly in OEM will be equal to the value added charge.

For accounting, see: Costing of Outsourced Assemblies in Internal MP Organizations.

Replenishment Sales Order Shipments

Accounting transactions associated with the shipping of components to MP are tracked

in Intransit Account

At Ship Confirm Replenishment Sales Orders

Account

Debit

Credit

For Component B (2 EA)

COGS (item cost 2 USD)

Inventory Valuation (item cost 2 USD)

For Component C (1 EA)

COGS (item cost 3 USD)

Inventory Valuation (item cost 2 USD)

These are regular transactions. Although the inventory appears as a debit to the COGS
accounts, COGS is an intransit account, reflecting the value of the material at MP site,
but still owned by OEM. At the period end, use Endeca Information Discovery to view
the onhand at MP site. In this example, the Intransit Value of components is 7USD.

Invoicing Replenishment Sales Orders

Since the OM transaction type is Ship only, there will not be any AR transactions

generated.

Subcontracting Order Receipts

Subcontracting orders are the standard purchase orders or releases created to procure
the outsourced assemblies from the MP. Purchase orders include these events:

1. Receiving the assembly into the receiving location
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2. Delivering the assembly to Inventory

All amounts are shown is USD.

Receiving for Assembly A

Account Debit Credit

For Assembly A (1 EA)

Inventory Receiving (PO Price 5 USD) 5 -

AP Accrual (PO Price 5 USD) - 5

These entries are similar to standard items.

Delivery for Assembly A

Account Debit Credit

For Assembly A (1 EA)

Inventory Valuation (Item Cost 12 USD) 12 -
Subcontracting Variance (PO Price - Item Cost) - 7
Inventory Receiving (PO Price 5 USD) - 5

Inventory is debited at 12 USD, which includes the component costs and added value.
The Purchase Price Variance is posted to Subcontracting Variance, which is the
Subcontracting Intransit account, reflecting the consumption of onhand inventory at
MP site. At this moment the net debit Value in the Intransit account is zero, showing the
Value of inventory at MP site as zero as they are consumed in the manufacturing of the
assembly and OEM receives the assembly.

Additional Processes to Manage Subcontracting

In Chargeable Subcontracting and Full Outsourcing, accounts are posted correctly if all
standard costs, sales price, and purchase price of the components and assemblies are
unchanged. These costs and prices could undergo changes due to various business
reasons such as an increase in the cost of raw material, changes to added value charges
etc., that force the OEM to make changes in the standard cost prices and also the sales
and purchase prices. This in turn influences accounting.
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The following set of utilities and procedures are provided to help identify the impact of
those changes in advance and assist you in managing them for proper accounting;:

e Standard cost updates
® Sales price changes
¢ Consumption adjustments

¢ Component returns

Standard Cost Updates

You must run the Cost Update Analysis report to find the impact of proposed cost
changes. This report gives the cumulative impact of all the components and assemblies
by the MP for the proposed cost change. You must make manual adjustments to the
general ledger accounts, and then update the standard costs of the components and
assemblies as follows:

For Chargeable Subcontracting:

¢ Debit the Inventory Valuation account if the value is positive
¢ Credit the Inventory Valuation account if the value is negative

For Full Outsourcing:

* Debit the subcontracting intransit account if the value is positive

e Credit the subcontracting intransit account if the value is negative

Sales Price Changes

8-16

The sales price of the components will generally be changed at the beginning of the
period. Like standard costs, changes in sales price will also affect gain or loss.

Note: This is applicable only for Chargeable Subcontracting. In Full
Outsourcing, replenishment sales orders are ship only sales orders and
no invoices are created so sales price changes do not have any impact
on accounting.

To null the impact of sales price changes, the OEM must:
1. Reconcile the inventory in the MP organization by using the confirmation report.
2. Make logical returns of the unallocated replenishment sales order quantity by

creating sales order returns (RMA). (Logical returns mean that the returns are made
in the OEM records, but the components are still physically located in the MP
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organization.)
3. Change the component sales prices in the price list to the new sales price.

4. Create new replenishment purchase orders for the returned quantity and run the
Interloc Manager:

* Interlock Manager creates replenishment sales orders with the new price

¢ make logical shipments; components are still with the MP but shipments are
registered with the new price.

After this process, you can continue with the execution process.

Consumption Adjustments

Variances in the consumption of components over the planned consumption based on
the BOM are registered and processed using the consumption adjustment processing at
the MP organization. This process will adjust the on-hand inventory of simulated
records in the MP organization for planning and execution.

In Chargeable Subcontracting, the impact of the variances in OEM organization on
payments process must be handled manually.

In the case of over consumptions, the MP consumes more quantity than the planned
quantity, and the sales price of this excess consumption is not part of the purchase price
of the assembly. Consequently, the Accounts Receivables amount will be more than the
Accounts Payables amount and netting will suggest payments to the MP organization.
To overcome this situation, the OEM must create a credit note for the excess
consumption and then make payments for the value addition.

In the case of under consumptions, the MP consumes less than the planned quantity,
resulting in the Accounts Payable amount being more than the Accounts Receivable
amount, and netting will suggest paying more than the value addition. Creating a debit
note for the less consumption amount, and then paying only the value addition, can
resolve this condition.

Both the scenarios can be handled by using either by using proper netting setup or
manually.

See: Accounts Payables and Accounts Receivables feature in the Oracle Payables User's
Guide

In Full Outsourcing, the variances in the consumption at MP site results in the variation
in the onhand inventory value at MP site (tracked in the subcontracting intransit
account), which must be handled manually. You can do the following to adjust the
accounts:

1. Use Endeca Information Discovery, and take snapshot of onhand inventory Value
in MP site before adjustments.
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2.  Make adjustments.

3. Refresh Endeca Data and take the new snap shot of onhand inventory Value at MP
site after adjustments

4. Compare the inventory value at MP site, before and after the adjustments and make
the following adjustments:

* Debit the Inventory Valuation account if the adjusted value is positive.

e Credit the Inventory Valuation account if the adjusted value is negative.

Component Returns

The MP returns components to the OEM for various business reasons such as:

¢ Defective components
* Excess components due to better yield
® Obsolete components

e Logical returns due to price change differences in the standard cost at the time of
shipping the components and at the time

RMA receipts are created impact the gain or loss. Use the following procedure to null
any gain or loss due to returns:

® Run the Cost Update Analysis report with the Period End option to calculate the
gain or loss.

For Chargeable Subcontracting:

¢ Debit the Inventory Valuation account if the value is positive.
¢ Credit the Inventory Valuation account if the value is negative.

For Full Outsourcing;:

® Debit the subcontracting intransit account if the value is positive.

¢ Credit the subcontracting intransit account if the value is negative.
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9

Reports

This chapter covers the following topics:

* Reports Overview

¢ Subcontracting: Subcontracting Order Report

® Subcontracting: Confirmation Report (External Mode)
® Subcontracting Confirmation Report (Internal Mode)

® Subcontracting: Cost Update Analysis Report

Reports Overview

Oracle's Subcontracting provides the following Subcontracting reports for managing
fiscal and internal control:

® Subcontracting Order Report, page 9-2

¢ Confirmation Report (External Mode), page 9-5
¢ Confirmation Report (Internal Mode), page 9-10
e Cost Update Analysis Report, page 9-11

You can create your own layouts and publish your reports using Business Intelligence
Publisher. Business Intelligence Publisher is a template-based publishing tool that is
delivered with the Oracle E-Business suite. This tool enables you to develop and
maintain custom report formats. You can design and control how your reports are
presented by using report templates. When you generate a report, Business Intelligence
Publisher merges report template files with report data to create documents that
support numerous formatting options, such as color, images, font styles, and headers
and footers.
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Subcontracting: Subcontracting Order Report

The Subcontracting Order Report prints purchase order information about outsourced
assemblies. In addition to printing purchase order report information (standard and
BPA release), this report prints information about components that are required for
manufacturing the assembly at the Manufacturing Partner (MP) site and replenishment
sales orders created for shipping the components to the MP for manufacturing the
assembly. The information in this report is grouped by subcontracting orders,
replenishments, allocations, and so on and is printed by subcontracting order.

For Full Outsourcing with External MP in process enabled organizations, the
Subcontracting Order Report also displays the:

e Purchase order information for the outsourced products.
* Ingredients required for manufacturing the product at the MP organization.

Report Parameters

This table lists and describes the report parameters:

Parameter Require Default List of Values

d Value
Operating Unit (OU) Yes Current OU  List of OU to which the user has access
Print Selection Yes - All, Changed, and New
Subcontracting Order Yes - PO Numbers

Number From

Subcontracting Order No - PO Numbers

Number To

Buyer Name and No - Buyer/Employee Name
Employee Number

Test No - Yes/No

Sort By No - Buyer/PO Number
Include Allocations Yes No Yes/No

Enable Fax No - Yes/No
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Parameter Require Default List of Values
d Value

Fax Number No - -

Dynamic Precision Option  Yes 2 Precision

Print Canceled Lines No Yes Yes/No

Approved No - Yes/No

To run the Subcontracting Order Report:

1. From the Subcontracting responsibility, navigate to the Subcontracting Reports

window.

2. In the Name field, select Subcontracting: Subcontracting Order Report.

3. Enter an Operating Unit (required). The Subcontracting Parameters window

appears.
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O Subcontracting Reports

Run this Reguest...

Copy...

Mame

Operating Unit  %ision Operations

O Parameters

Print Selection | D - |

Subcontracting Order Mumber From |

Subcontracting Order Mumber To |

Buyer Name And Employes NMumber |
Test |
Sort By |

Include Allocations |Nu

Enahle Fax | _

Fax Mumber |

Dynamic Precision Option 2 -9.9098 990,00 -
L | 3

(o | [cancel) (clear ] [ Help )

4. Enter report parameters and click OK. The Contracting Reports window appears.

5. Enter report request parameters and click Submit. You can view the report output
after the concurrent request completes.

g‘ug"gﬁ'@ﬁmg Subcontracting Order Report R, Apr 24,2008
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Subcontracing Order  Subcondractin

Viskon g Oorder
475 Park Avenue 5586-1-1.0
Mg Work, MY 10022 order Type  Subcontracting Order
AMERICA Order Number G085
Buyer Stock, Ms Pat
Line 1
Shipment | Release 1
Revision 0
Order Date  Apr B, 2002
Created By  SNIKAM
Revision Date
Recelved By  SNIKAM
Manufacturing  MPO1 Manufacturing  OSA MP
Parner Panmer Site 40 SN Towers
us
Bill To OF2 Location ShipTe OE2 Location
us us
Customer
Manufacturing Payment
Account Fnare - Freight Terms FOB Transportation Ship Via
Number
30026 Imimedizite Die ongin
Cenfirm Te / Telephone Requester ! Deliver To
Hate
Qursourced Amount
Line shipment pooonon o PrOREU yeeqByDate  Quanmy uoM  unitPrice | e
Description
I e Apr 11, 2008 1 | Each 4700 000 S17.00
. Subcontracting Compeonent  Replenishment Subcontracting
S Part Number / Description Type Unit Price  CUrrency e
. SYMT1 S 2YMT ; ;
1 Synchronized 19.00 | USD 11 | Each
R Subconiracting Componeant =
L ) Scheduled Ship Dats Quantity UOM
' Replenishment Number P e
22 Apr 10, 2008 11 | Each
. Subcontracting Component Feplenishment Subcontracting
Lin®  CartMumber!Description  Type UnitPrice CUMTENCY  Quantity | LOM

PRE12/ PRE12

(¥

Pre-Positionad 17.00 | USD 11 | Each

Subcontracting: Confirmation Report (External Mode)

Use the Confirmation Report to reconcile inventory at the MP site at the end of the
period. During the reconciliation process, the Original Equipment Manufacturer (OEM)
prints the confirmation report in external mode to estimate the on-hand quantity and
the consumption of components for each subcontracting order based on the simulated
MP organization records. This report is sent to the MP for confirmation. The MP verifies
records and returns the report with variations to the consumption. The OEM then
adjusts the inventory in the simulated MP organization by making consumption
adjustments and processes the variations. The adjustments increase the accuracy of the
simulated records and reflect actual inventory at the MP for better planning and
execution.

Confirmation Report in External Mode

At the end of the period, the OEM prints the Confirmation Report in External mode and
sends it to the MP for component physical inventory in subcontracting. When a report
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is printed in External mode, sensitive cost information does not appear on the report.
One report is created for each MP. The MP fills in the on-hand quantity and actual
consumptions of subcontracting components against subcontracting orders, along with
reasons for any discrepancies. The MP then returns the report to the OEM for
corrections.

The Confirmation Report prints:
e Estimated on-hand quantity by component based on the MP site simulation.
¢ Details of subcontracting orders that consumed components during a given period.

Estimated on-hand and consumption quantities are based on bills of material
quantities.

® Details of in-transit inventory (components shipped in OEM but not yet received in
the MP organization based on the simulation).

® Details of sales orders not yet shipped.

This report does not print cost information.
Report Parameters

This table lists and describes the report parameters:

Parameter Requir Default List of Values
ed Value
Report Mode Yes - External or Internal
Manufacturing Partner No - All manufacturing partners
From
Manufacturing Partner Site  No - All sites of the MP
From
Manufacturing Partner To No - All manufacturing partners
Manufacturing Partner Site  No - All sites of the MP
To
Subcontracting No - All subcontracting organizations

Organization From

Subcontracting No - All subcontracting organizations
Organization To
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Parameter Requir Default List of Values
ed Value
Subcontracting Component No - All subcontracting components
From
Subcontracting Component No - All subcontracting components
To
Received Days Yes 10 -
Sort By Yes Supplier Supplier Site (Item when the mode is set
Site to External)
This value is always Supplier Site
Currency Conversion Type No - Defined types
Currency Conversion Date  No - Calendar

To run the report in internal mode, refer to Subcontracting Confirmation Report

(Internal Mode), page 9-10.

To run the Subcontracting: Confirmation Report in External mode
1. From the Subcontracting responsibility, navigate to the Subcontracting Reports

window.

2. In the Name field, select Subcontracting: Confirmation Report.

3. Enter an Operating Unit (required). The Parameters window appears.
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= 3

Run this Request...
Copy...

Name Subcontracting: Confirmation Report

Operating Unit  %ision Operations

Repaort Mode External External Confirmation Report

Manufacturing Partner From |

|k

Manufacturing Partner Site From |

Manufacturing Partner To |

Manufacturing Partner Site To |

Subcontracting Organization From ||

Subcontracting Organization To |

Subcontracting Component From | ]

Subcontracting Component To |

Received Days 30 -

A s | 3

( ok | [cancel) (clear | [ Help |

4. Enter report parameters and choose OK. The Subcontracting Reports window
appears.

5. Enter report request parameters and choose Submit. You can view the report output
after the concurrent request completes.
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ORACLE Subcontracting Subcontracting Confirmation Report

Report Dat= Apr 23, 2008
Vision Operations Pariod Apr 20, 2008 - Apr 22, 2008 Page 10of2

Subcontracting Component PRE1Z Subcontracting FRE1Z Froject Task
Componen Descrigtion
Extended
. Manufacturing | Manufacturing On Hand . N [Primary) Extended ltem
Manufactring | patnes Site | Partner Quantity |UOM Subcontracting Price Subcontracting ftom Cost| ¢y (Primary]
MName Organization (Primary) Price
Unit Price| Cu Duantity | UOM USD) {USD) [0ED]
PO OSA MP WP 1 948.26 | Each 17.00 | UsD 94525 | Each 16,120.25 13.00 12,327 25
Subcontracting Component Tatal 16.120.25 12,327.25 | USD
Subcontracting Component SYNTT Subcontracting  SYN11 Praject Task
Component Description
Extended
- Manufacturing | Manufacturing O Hand [(Primary]) Extended ltem
g;’["n':‘m Partner Site | Partner Quantity | IOM Silbconuacing Brice Subcontracting ftem Cost| c ot (Primary)
Name Organization (Primary} Prica
Unit Price| Cu Qu. uomM USD] (M=) [USD
MPT 054 MP WP T T | Each 1500 | UsD 78 | Each 1.452.00 1200 936.00
Subcontracting Component Total 1,482.00 936.00 | USD
Subcontacting Component SNICON2-P Subcontracting | SNSCD02-P Project Task
Component iption

Subcontracting Confirmation Report

Report Datz Apr 24, 2008

Vision Operations Feriod Mar 24, 2008 - Apr 23, 2008 Page Zof3
QEZ Organization
OEZ2Location  US
Manufacturing  MPO1 Currency  USD
Partner CSAMP Manufacturing Parmer Contact
10. SN Towers Counted By (Printed Mame)
i Signature
Signed Date
Subcontracting . Replenish Sul i Project ! Estimated On
R Description Ty Pri Cumency  UOM Task Hand Cuantit Adjustments uom
FRE1Z PRE12 Pre-Positionad 17.00 | USD Each ¥ B3.25 Each

Subcontracting PO o A bly Part Number Requested
Mumber Elm'lql:‘lerJBlunhet Line [Release | J Deseripti Quantity i uam pancy Reason

]
5981 1 14 O8A11 S DSAT 11 Each
5585 1 1/ QSAT T OSAN " Each
F006 1 14 0SA117 DSA1 1375 Each
EO05 2 14 Q54117 0SAN 25 Each
Notes  Replenish Yet to Be Received
Replenishment a Received
- Subcontracting Expectad
Sales Order  Line PO Line R“"I""‘i"" Component Quantity UOM  Shipped Date oo ofedDate  Ves/No
Moles Received Replenishments
Past Number of Days 20
e i i ing C Quantity UOM  ShippedDate  CXPected Seccheed
Sales Order  Line PO Line Release =! g Received Date  Yes / No
20 1 S0&ET 1 17 SYN11 11| Ea Apr9, 2008 507 | Apr 10, 2006
AM 12:00 AM
2 1 S5 1 ir SYN11 11| B Apr 100 2008 Apr 10, 2006
10:22 AM 12:00 AM
2] 1 5990 1 i VN1 11| Ea 10, 2008 10, 2009

Adjustment columns in the report (Pages 2 and 3) are left blank. The MP is expected
to enter the variations in these columns and return the report to the OEM.
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Subcontracting Confirmation Report (Internal Mode)

The Subcontracting Confirmation Report (Internal Mode) is applicable only to
Chargeable Subcontracting. The Confirmation Report run in internal mode, calculates
on-hand inventory, and its inventory value is based on the standard in the OEM
organization. Component inventory is calculated based on the simulated records of the
MP organization, and the on-hand inventory is multiplied with its standard cost in the
OEM organization to arrive at the inventory value. The report prints:

¢ Component on-hand inventory
e Component standard cost
e Inventory value

The Confirmation Report for internal mode is run the same as external mode (see:
Subcontracting Confirmation Report (External Mode), page 9-5 for more details). The
Report Mode parameter must be set to External. All other parameters remain the same.

O Parameters

Report Mode (Internal Internal Confirmation Repart
Manufacturing Partner Fram
Manufacturing Partner Site Frorm
tanufacturing Partner To
Manufacturing Partner Site To
Subcontracting Organization From
Subcontracting Organization To
Subcontracting Companent Fram
Subcontracting Component To
Received Days (30
Sort By |Supplier Site Report data sort by supplier site
Currency Corversion Type J

Currency Conversion Date

Ok | Qancel/l Clearjl HeIpJJ
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ORACLE Subcontracting Chargeable Subcontracting Confirmation Report
Report Date Dec 20, 2006
Vision Operations Period Mov 19, 2008 - Dec 19, 2006 Page 1of1

OEM O 0E3 O
Manufacturing G3L_TPO1 Site OSA Manufacturing Partner TP1 Project Task
Partner Organization
Extended
{Primary) Extended
Chargeable N N o Ha!‘d Chargeable Subcontracting Price Chargeable Item Cost  (Primary) ltem
Subcontracting Description Quantity | UOM s -
N ubcontracting Cost
Component (Primary) Pri
rice
Unit Price| Currency = Quantity | UOM (UsD) (UsSD) {UsD)
SYH21 Chargeable Subconfracting 23 | Each 520 | EUR 23 | Each 23200 0.00 0.00
SYN21
SYN22 Chargeable Subconfracting 29 | Each 9.20 | EUR 29 | Each 23200 0.00 0.00
SYN22
Manufacturing Partner Total 464.00 000 UuUsD
'OEM Organization Total 484.00 0.00 | USD
Chargeable Subcontracting Price Total 464 .00 000  USD

The report shows on-hand inventory at the MP site and its value based on the standard
cost of the component in the OEM organization.

Subcontracting: Cost Update Analysis Report

The Subcontracting Cost Update Analysis Report is applicable only to Chargeable
Subcontracting. In the Subcontracting application, the price of components and
outsourced assemblies is defined in such a way that gain or loss due to component sales
is offset by the Purchase Price Variance (PPV) of assembly receipts. A change to the
standard cost of either components or assembly creates an imbalance in gain or loss.

When costs of outsourced assemblies or subcontracting components are updated, you
must create adjustment journal entries to eliminate unrealized gain or loss. The Cost
Update Analysis Report shows the adjustment amount required for non-received
subcontracting items, unshipped subcontracting components, and returned
subcontracting components. You are responsible for creating adjustment accounting
entries.

The Cost Update Analysis Report provides the OEM with a way to estimate the effect
before the cost change. Based on this report, the OEM can adjust the general ledger
accounts manually and then run a standard cost update. You can estimate the effect of
the proposed standard cost by running the report with the Run parameter set to Before
Cost Update.

Cost Update Analysis Report (Before Cost Update)

The Cost Update Analysis report with the Before Cost Update option selected prints the
estimated effect of standard cost changes for both components and assemblies.
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Report Parameters

This table lists and describes the report parameters:

Parameter Require Default List of Values
d Value
Cost Type Yes - All cost types
Subcontracting No - All subcontracting organizations

Organization From

Subcontracting No - All subcontracting organizations
Organization To

Run Yes Before Cost ~ Before Cost Update or At Period End
Update

Currency Conversion No - All defined conversion types

Type

Currency Conversion Date No - Calendar

To run the Cost Update Analysis Report before a cost update:

1. From the Subcontracting responsibility, navigate to the Subcontracting Reports
window.

2. In the Name field, select Subcontracting: Cost Update Analysis Report.

3. Enter an Operating Unit (required). The Parameters window appears.

O Parameters

Cost Type Current Current Cost
Subcontracting Organization From
| Subcontracting Organization To
Fun |Before cost update Before cost update
Currency Conversion Type | J

Currency Conversion Date
1| 4

Ok | Qancel)l Clear)l Help )I

4. Enter report parameters and click OK. The Subcontracting Reports window
appears.
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5. Enter report request parameters and click Submit. You can view the report output
after the concurrent request completes.

ORACLE Subcontracting
Vision Operations

Cost Type: | Current
Operating Unit Name: | Vision Operations
From Organization:  GBL OE4 Organization
To Organization: | GBL OE4 Organization

ORACLE Subcontracting
Vision Operations

Report Parameters

Report Date:

Run: Before cost update
Currency Conversion Type:
Currency Conversion Date:

Chargeable Subcontracting COST Update Analysis Un-Received

Destination Organization GEBL OE4 Organization

Manutacturing
Manufachuring | partnerSte | Order | Outscurced
parinerName | Mame  No. Lne Ass Descrgtion
coL oe | osa | 7 | 4 S R
GBL_ & AT AT
GaL_TPo8 0sA S| e | s
= - 830 |, [ GBL OS5 | GBL 0%
EEI TR = 2 ATY A3

ORACLE Subcontracting
Vision Operations

Unit Comwerted
Price |Cumencylunit Price | ved Gy

-] uUsD
w2 usD
2 usb

Subcontracting PO QTY
SEP-2006

Project

a2
[
2

Un-recel

[}

10
00

uoM
Each
Each

Each

FIEL

Frozen, Before Update

Unit Extended
Unreaized | Uneealized
gainfoss | ganloss

L 180
1% 160
18 3200

Chargeable Subcontracting COST Update Analysis Un-Shipped

Ship from Organizationr ~ GEL OF4 Organization Project:
Unit
Charges
Chargeable ble
Sales Subcontract Subeont
Orclar ing raciing Conwened
No. | Line | Component | Descripfion  Price | Cumency | Unit Price
& 5
v | 1| o ST | w

Gl s | GELSHKY
YU_SYNi4 | U SYN4 ?

13

Replenishment SO QTY
SEP-2006
Task
Frozen, Bedore Update:
Unet Extended

Un-ship Unit | Unvealized | Uneesiized | Unit
ped Gy | UOM | Cost | gainfloss ganloss Cost
2 E 1 2 40 18
200 Ea | 1 2 200 15

Report Date:

Task

Planned Cost Type OCT-2008

Uit
Cost
g4
84

54

Unat Extended

Urnreaized  Urrealized

gainioss | gain/loss
] &0
L g0
e 1800
Cirganizaion Tedal
Grand Total
Report Date:

Planned Cost Type OCT-2008

Unit Extendes
Unreaized | Unreaized
gainfioss ganfioss
2 -0
2 -800
Organization Total
Grand Tatal

2006/09/04
Page 10f3

2006/09/04
Page20f3

40 usD
<0 uso
200 uso
1780 Uso
1760 usD
2006/004
Page3of3
Agusment
Amount | Cumency
-80 uso
-1600 usD
1680 usD
-1860 Ush

Pages 2 and 3 show the effect of assembly standard costs, and page 3 shows the
effect of component costs. You must make general ledger entries based on the value

of the cost effect.

To run the Cost Update Analysis Report at the end of a period:
The Cost Update Analysis Report run at the end of a period prints the effect of
component returns due to the change in cost. The standard cost of the component can
be different at the time the component is shipped to the MP and at the time when
returns from the MP are realized. This difference causes imbalances in unrealized gain
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and loss, and it must be estimated and adjusted at the end of the period.

The Cost Update Analysis Report at period end is run similarly to the Costs Update
Analysis Report before a cost update. In the Parameters window, select At Period End

in the Run field.

Cost Type Current Current Cost

Subcontracting Crganization From |

Subcontracting Crganization To |

Run |At period end

At period end

Currency Cornversion Type ||

Currency Conversion Date |
1

(oK | [cancel) [ Clear ) [ Help )
ORACLE Subcontracting Report Date: 2006/09/05
Vision Operations Page 10f2

Cost Type:

1 Current
Operatiing Unit Name:
From Crganization:
To Organization:

Vision Operations
GBL OE4 Organization
GBL OE4 Organization

Report Parameters

Run: | At period end
Currency Conversion Type:
Cumency Conversion Date:

ORACLE Subcontracting Report Date: 2006/09/05
Vision Operations Page 2 of 2
Chargeable Subcontracting COST Update Analysis R d Chargeable Sub
Component Qty
SEP-2008
Ship from Organization: GBL OE4 Currency: USD Project: Task:
Crganization
c le COGS at Salse Crder
nee s hargeab e COGS Reversed by RMA
Order No. | Li Cor De: - Retumed Unit Cost COGS Amaount Unit Cost COGS Amount Adjussment Amount
M8 | T | GaL_EHIVU_SYNI | Bl SHKVUSYNW e i 5 (L 75 o
Organization Tot i)
Grand Toeal 0

You must make general ledger entries to offset unrealized gain or loss.
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Subcontracting For Seiban-Based
Manufacturing

This chapter covers the following topics:

Overview of Seiban-Based Manufacturing
Seiban-Based Manufacturing Setup
Organization Setup

Defining Cost Groups for MP Organizations
Defining Seiban Numbers

Organization Items

Seiban-Based Subcontracting Planning

Seiban-Based Subcontracting Execution

Overview of Seiban-Based Manufacturing

Oracle Subcontracting supports subcontracting in Seiban-Based Manufacturing. In
Seiban-Based Manufacturing, outsourced assemblies and components are planned
based on Seiban numbers (project numbers) using Advanced Supply Chain Planning
(ASCP) and hard pegging. The subcontracting process is also executed using locator-
controlled OEM and MP organizations and Seiban numbering.

The Subcontracting feature can be used in both discrete and Seiban-Based
Manufacturing environments. The following sections describe the additional setup and
execution steps required to use subcontracting in Seiban-Based Manufacturing.

Seiban-Based Manufacturing Setup

The setup steps described in the chapter Setting Up for Discrete Subcontracting, apply
to Seiban-Based Manufacturing. See, Overview of Setting Up, page 3-2.
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The following sections are for planning components and executing the subcontracting
process using Seiban (project) numbers:

¢ Organization Setup, page 10-2
® Defining Cost Groups for MP Organizations, page 10-6
* Defining Seiban Numbers, page 10-6

¢ Organization Items, page 10-12

Organization Setup

Inventory Parameters

For Seiban-Based Manufacturing, Locator Control should be defined as dynamic entry
allowed in Inventory parameters for both the OEM and MP organizations.

To set up Seiban inventory parameters:

1. From the Inventory responsibility, navigate to the Organization Parameters
window.
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Inventory Parameters | Costing Information  Revision, Lot, Serial And LPN  ATP, Pick, lterm-Sourcing _’l

Organization Code |OE3
Item Master Organization “ision Project kg
Calendar %izionO1

Demand Class

Muaove Order Timeout Period Days
Move Order Timeout Action | Approve automatically -
Locator Contral  Maone =

Prespecified onl

i Dynamic entry allowed

 Determined at Subinventary level

pe i R o = e )

[ Auto Delete Allocations at Move Order Cancel
Enabled Products & Features

[ anufacturing Partner Organization [ EAM Enabled

[ Process Manufacturing Enahled CIWMS Enabled

[WWCS Enabled

EAM Organization
Capacity

Load WWeight LIOM
“olurme LIk

You use locator control to identify project inventory.

2. Save your work.

Project Manufacturing Parameters:

Define the OEM and MP organizations as Project Manufacturing Organizations by
adding Organization Classification as Project Manufacturing for both.

1. From the Inventory responsibility, navigate to the Organization window.
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© Organization

Mame |GEIL OES5 Proj Organization Type Plant

From |23-0CT-2005 To

Dates

Lacation |GBL OE5 Froj Location Internal or External Intemal
Location Address |Japan {International). 123-4567 Dummy......Japan
Internal Address | [ ]

Organization Classifications

MName Enabled
HR Organization v =
Inventory Organization v

' Project Manufacturing Or ion v —

2. Navigate to the Project Manufacturing Parameters window, and click the General
tab.

3. Select the Enable Project References indicator.

4. Set Project Control Level to Project.
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O Project Manufacturing Parameters (OE5)

General l Invoice Transfer  Borrow Payback

¥ Enable Project References
Allow Cross Project |ssues

Allow Cross Unit Mumber lssues

Cost Group Option [By Proet
Project Control Level |Project -
Common Project
Default Common Project Tasks
Material
Resource

WIP Material

5. Save your work.

To define WIP parameters:

Seiban-Based Manufacturing uses locator-controlled subinventories for inventory
transactions. To support the simulation of discrete jobs in the MP organization, supply
subinventory should be a locator-controlled subinventory. Interlock Manager creates
WIP jobs with this subinventory as component subinventory for back flushing. The
Auto Receive concurrent program also receives components into this subinventory for
simulation.

1. Navigate to the Work in Process Parameters window.
2. Select the Material tab and associate Locator Controlled Subinventory as Supply
Subinventory. In addition, associate Supply Locator leaving Project/Task as blank.

(For details about Locators in PJM, refer to the Oracle Project Manufacturing User's
Guide.)
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O Wtk in Process Parameters (BP0) _]0] %]

Discrete  Repetitive Move Transaction | Material| Intraoperation Outside Processing  Scheduling Mabile (el

¥ Include Component Yield

Backflush Controls

Supply Subinventary o
Supply Locator 1.1,
Lot Selection Method | Expiration Date -
Alternate Lot Selection Method v
Lot Verification |All v
Release Backflush Components
Allow Quantity Changes During Backflush

3. Save your work.

Defining Cost Groups for MP Organizations

You must define Cost groups and associate a WIP accounting class (defined at the time
of creating the WIP parameters for MP organizations). This action is required for
simulating WIP jobs by project numbers, and it is part of the Project Manufacturing
(PTM) setup.

See: Oracle Project Manufacturing User’s Guide

The MP organization is a zero-cost organization, and transfer to general ledger is set to
No. Cost group setup is required to facilitate the simulation of assembly manufacturing
in the MP organization using discrete jobs and project numbers. This setup does not
have financial implications.

To define cost groups for MP organizations:

1. From the Cost Management responsibility, navigate to the Cost Groups window.

2. Define the cost group with Type set to Inventory. You can use any existing cost
group.
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t Groups (OE5)

Accounts

Cost Group

Description

Inactive On

Multi-Org

Material

Material Overhead
Resource

Outside Processing
Overhead

Expense

Cost Variance

Encumbrance

PPV |

Type |Inventory -

“aluation Payback Variance
101.0000.000.141000.0000.000.0000.00C !
101.0000.000. 142000.0000.000.0000.00C

101.0000.000.144000.0000.000.0000.00C
101.0000.000. 145000.0000.000.0000.00C
101.0000.000,143000.0000.000.0000.00C

1101.0000.520,753000.0000.000.0000.00C

WIP Accounting Classes |

3. Click WIP Accounting Classes to define WIP Accounting Classes for this cost group
(use the same WIP accounting class defined at the time of defining WIP Parameters
of MP Organization). The WIP Account Classes for Cost Group window appears.
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O] _Iolx]

Cost Group CG-87504 Type Inventory -
Description
Inactive On
[ Multi-Org
O WIP Account Classes For Cost Group (OES)
Accounts
waluation WP Accounting Class Inactive On
Defaul =
Material 101.0000.000.141000.0000. l

Material Overhead 101.0000.000.142000.0000.(
Resource 101.0000.000,144000.0000
Outside Processing 101.0000.000.145000.0000.(
Overhead 101.0000.000.143000.0000.
Expense 101.0000.520.753000.0000.
Cost Vanance
Encumbrance
PPV

WIP Accounting Classes

4. Save your work.

Defining Seiban Numbers

Before you plan and execute subcontracting in Seiban-Based Manufacturing
environments, you define project numbers.

To define Seiban numbers:

1. From the Project Manufacturing responsibility, navigate to the Seiban Wizard.
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O Seiban Wizard, Step 1 of 5: Seiban Option

What type of Seiban Job Order Costing do you want to
use?

* Using Seiban Number

This allows you to define Seiban Mumbers in
Oracle Project Manufacturing.

" Using Project Number

This allows you to generate a Project in Oracle
Projects.

Cancel | | < Back Next > Finish

2. Select the Using Seiban Number indicator and click Next. The Seiban window
appears.
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O Selban Numhbers (Vision Project Manufacturing USD)

Seiban Mumber

Seiban Mame

|
I
U
|
|.
|
|
|
|
|

Kiosk

|
|
|
|
|.
|
|
|
|
|

Parameters

3. Enter Seiban (project) Numbers.
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Seiban Name [ ]
SKD5 | |~
l
|
|
|_
|
l
|
|
|

Kiosk | Parameters JI

4. Save your work.

5. Click Parameters to define the parameters for the Seiban Number (project). The
Project Parameters window appears.
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O Project Parameters (SK05)
Project Number | SKO5 Project Name SKDS
Planning Group

General l nvoice Transfer = Task AutoAssignment Othe
Default WIP Classes
Organization Planning Group Cost Group Standard Maintena [ ]
l GBL OE5 Proj Organization CG-87504 Default =

6. Select the General tab and enter Inventory Organizations that use the project
numbers. In this scenario, the OEM and MP organizations should be included.

7. Associate a cost group, which was defined in the previous procedure.

8. Associate a WIP Accounting Class. This value should be same as the WIP
accounting class associated with the WIP parameters of the MP organization.

9. Save your work.

Organization ltems

In Seiban-Based Manufacturing, outsourced assemblies and components must be
defined as hard pegged items for planning and execution using Seiban numbers.

To define items as hard pegged:
1. From the Inventory responsibility, navigate to the Organization Item window.

2. Select the MPS/MRP Planning tab, and set the attribute Pegging to Hard Pegging.
This information is used to for planning the demand and supply by project
numbers.
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3

© Organizafion item (O

_\,.—:3 Organization |OES |GBL OES Proj Organization Display Attributes
ltem |GBL_SHIKYU_SYN1111 Iaster = Org
Description [REPLACE SYN11 1=h
H Ssen——
Receiing  Physical Afiributes  General Planning | MPSMVRP Planning Lead Times ‘Work In Process  Order hManagement R
?;: Planning Method | MRF planning - Exception Set B
=
Forecast Control | Consume and derive h Shrinkage Rate
Pegging | Hard Pegaing ud Acceptable Early Days
¥ Round Order Quantities Planned Inventary Point ¥/ Create Supply

Exclude From Budget [ Critical Component

" Repetitive Planning MRS Planning
Owerrun % Calculate ATP

Acceptable Rate + 0 Reduce MPS v
Acceptable Rate - 0

Planning Time Fence |UserDefined - Days 1
Demand Time Fence i Days

Release Time Fence N Days
Substitution Window o Days

Incremental Supply Pattern

Continous Inter-Org Transfers | Use Global Yalue -

Marvarmanca Pattarm (1 laa S labal Vinlon

Save your work.

All outsourced assemblies and subcontracting components should be defined as
hard pegged in both OEM and MP organizations.

Seiban-Based Subcontracting Planning

The steps and processes of planning are similar to those of discrete manufacturing.

For Seiban-Based Manufacturing, the differences are:

Forecast must be defined by project.

ASCP plans the components and assemblies by project. Demand and supply are
considered and calculated by project.

Planned orders are created by project.

Planned orders are outsourced as assemblies and prepositioned components. They

are transferred to purchasing as purchase requisitions. The purchase orders are
created with project as shipment lines.

For outsourced assemblies, the purchase order is called as a subcontracting order,

and the project number is stamped in the purchase order line shipment
distributions.
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Operating Unit  Vision Project Manufact Created 14-DEC-2006 22:04:33
PO, Rev 156 ] Type Standard Purchase Order P-Card
Supplier GBL_OEM_SP5 Site BUY Contact
Ship-To GEBL BPS Proj Location Bill-Ta  AD1-Vision ARD Final Assy Plai Currency USD
Buyer Stern, Mr. Frank | Status  Approved { Total 21.85
. [=]
v
| .Shipmsnts More Status
Original
Mum  Org  Ship-To UOM GQuantity Promised Date Need-By Framise 1] Cluantity Price
l .I BP5 |GBL BP5 Proj L Each |45 21-DEC-2006 00:0 21-DEC-2006 00:0C 21-DEC-2006 [ | 45 4F55555:
O Distributions - 156 DEEE
v
Destination More _. Project |
. Expenditure
MNum  Project Task Award Type Org Da| ]
I == - e
Line Mum 1
1 »
PO Account Descriptions Destination Account Descriptions
4 Charge |Vision Project Manufactur. Mo Location. Bal Charge

Note: Subcontracting Orders and Replenishment Purchase Orders of
the prepositioned components should always have one Shipment and
Distribution for every purchase order line. Multiple shipments and
distributions are not supported. When you create subcontracting orders
and replenishment purchase orders manually, you can create multiple
purchase order lines. However, only one shipment and distribution is
allowed for each purchase order line. Interlock Manager discards
purchase order lines if it has more than one shipment or distribution for
each PO line, and it will not process them.

For more information on concurrent programs, see Overview of Subcontracting
Concurrent Programs, page 6-1.

Seiban-Based Subcontracting Execution

The process for executing Subcontracting in the Seiban-Based Manufacturing
environment is the same as for discrete manufacturing.

Interlock Manager

The Interlock Manager concurrent request picks up subcontracting orders and processes
them by creating WIP jobs in the MP organization. Interlock Manager also creates
replenishment purchase and sales orders, and it allocates the replenishment sales orders
according to subcontracting order requirements in the same way described in the
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Subcontracting Process chapter of this guide.
e Work In Process (WIP) jobs are created with Seiban (project) references

¢ Replenishment purchase orders and replenishment sales orders are created with
Seiban (project) references

* Allocations are made with the same conditions of shipment dates and price of
replenishment order, and the project number must be the same for subcontracting
orders and replenishment orders for allocation in the Seiban environment.

Auto Receive Components

Same as Discrete Manufacturing

Reconciliation Manager

Same as Discrete Manufacturing

Process Receiving Transactions

Same as Discrete Manufacturing

Subcontracting Workbench

Workbench functionality is the same as for Discrete Manufacturing. All search options
can be executed with a Seiban (project) number. The project number is available in
additional search options, and you can personalize the search and results to view them
by project number.

Subcontracting Accounting

In Seiban-Based Manufacturing, accounting is the same as discrete manufacturing.
Concepts and posting of accounts remain the same.

Reports

Seiban (project) numbers are printed with all the reports, and the remaining features
and functions are the same as for Discrete Manufacturing.

For more information on subcontracting concurrent programs, see Overview of
Subcontracting Concurrent Programs, page 6-1.

For more information on subcontracting reports, see Reports Overview, page 9-1.
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Subcontracting for Process Manufacturing

This chapter covers the following topics:

¢ Opverview of Full Outsourcing for Process Manufacturing
® Subcontracting Setup for Process Manufacturing

® Subcontracting Planning for Process Manufacturing

® Subcontracting Execution for Process Manufacturing

Full Outsourcing Accounting Process for Process Manufacturing

Overview of Full Outsourcing for Process Manufacturing

Oracle Subcontracting supports full outsourcing with external manufacturing partners
in process enabled inventory organizations.

The following diagram illustrates the setup and process flow for Full Outsourcing with
External MP Organizations for process manufacturing:
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Setup Process

Enable Subcontracting

Profiles Create Subcontracting Orders Receive Ingredients Against
for Qutsourced Product in > Replenishment P
T OEM Organizations in MP Organization
Define Customers and T
Suppliers -~ ™\ l
I Create Production Batch for Receive Products against
Define OEM Product in MP Organization Subcontracting orders
and MP \L / In OEM Organization

as process enabled T
inventory organizations
vos ( Create Replenishment \

] Purchase Orders for (
Ingredients in MP Complete Production Batch
Define Products Organization p J |
and Ingredients \ 9 j and backflush ingredients

T in MP Qrganization

J

Create Replenishment Sales
Orders for Ingredients in OEM

Define Accounting Organizations
Setup \_
]
+ Ship Replenishment Sales
—— Orders in OEM
Deﬂ\:w?gll_ﬁgmg Organization [] Manual Steps

O Automatic Process

|

The key setup steps for subcontracting for process manufacturing are:

1. Enable subcontracting profile options.
2. Define Customers and Suppliers.

3. Define OEM and MP organizations and process enables inventory organizations,
and associate customers and suppliers you have defined.

4. Define ingredients and products in both the MP and OEM organizations.
5. Define accounting set up.

6. Define shipping networks between the OEM and MP, and enable subcontracting
relationships.

The subcontracting process for process manufacturing includes the following steps:

1. Begin by creating a purchase order (referred to as Subcontracting Order) for buying
the outsourced product from the MP.

2. Create a production batch in the MP Organization against the subcontracting order
automatically, using the Interlock Manager.

3. Create replenishment purchase orders in the MP Organization for procuring
components from the OEM. Replenishment Purchase Orders (RPOs) are
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automatically created for synchronized components using the Interlock Manager.
For pre-positioned components you can manually create RPOs, or use ASCP to
create RPOs automatically.

4. The Interlock Manager also creates replenishment sales orders in the OEM
Organization for shipping ingredients from the OEM to MP automatically.

5. Ship-confirm replenishment sales orders in the OEM Organization to ship
ingredients to the MP.

6. Run the Auto Receive Components concurrent program to automatically receive the
ingredients in the MP.

7. Receive the outsourced products in the OEM Organization against subcontracting
orders created in Step 1.

8. Run the Process Receiving Transactions concurrent program. This step completes
the production batch, backflushes the ingredients, and reduces the inventory of the
outsourced product by an appropriate amount in the MP organization.

Subcontracting Setup for Process Manufacturing

The setup steps described in the chapter Setting Up Subcontracting for Discrete
Manufacturing, apply to full outsourcing with external MP for Process Manufacturing,
the difference being that both the OEM and the MP are set up as process enabled
inventory organizations. Define the OEM and MP organizations as Process
Manufacturing Organizations by adding Organization Classification as Process
Manufacturing for both.

To review the set up steps for discrete manufacturing, see, Overview of Setting Up,
page 3-2

Setting Profile Options:

In the System Profile Values form, query for the profile JMF: Enable Subcontracting”,
and set this profile option to Yes at site level.

See: Setting Profile Options, page 3-7.

Setting Up OEM Organizations:

The Original Equipment Manufacturer (OEM) is the manufacturing company that owns
the product designs it sells. The OEM manages its supply chain whether the
manufacturing processes are internal or outsourced to Manufacturing Partner (MP).
The OEM organization is the organization that buys an outsourced product, and ships
subcontracting ingredients to the MP.

For Full Outsourcing with External MP in process enabled organizations, define and set
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up the Original Equipment Manufacturer (OEM) as process manufacturing enabled:

1.

From the Inventory responsibility, navigate to the Organization window.

Define the OEM organization as an inventory organization. Select the Location, and
Location Address of the country for which you are setting up Full Outsourcing.

Select Others. The Additional Organization Information window appears.
Select Inventory Information to view the Organization Parameters window.
Select the Process Manufacturing Enabled check box.

Select the Costing Information tab.

For full outsourcing, set the Costing Method of the OEM to Standard.

Since the OEM is a regular inventory organization, select Yes for Transfer to GL to
post all accounting transactions to the general ledger.

Save your work.

Setting Up MP Organizations:

A Manufacturing Partner (MP) is a business that performs a contract manufacturing
function for the OEM. It receives intermediate products from an OEM or from other
trading partners on which it perform additional work.

For Full Outsourcing with External MP in process enabled organizations, define and set
up the MP as process manufacturing enabled:

1.

Navigate to the Organization window.

Define the MP organization as an inventory organization. Select the Location and
the Location Address of the country for which you are setting up full outsourcing
for process manufacturing organizations.

Click Others. The Additional Organization Information window appears.
Select Inventory Information. The Organization Parameters window appears.

In the Organization Parameters window, check the Manufacturing Partner
Organization indicator to select the Manufacturing Partner Type.

Select Manufacturing Partner Type as External.
Select the Process Manufacturing Enabled check box.

Select the Costing Information tab.

11-4 Oracle Outsourced Manufacturing User's Guide for Discrete, Seiban-Based, and Process Manufacturing



9. Select No for Transfer to GL if the MP organization type is external, as the MP
organization is created for simulation and the accounting transactions for this
organization should not be transferred to the general ledger.

10. Save your work.
For additional information about setting up an Organization, see:

® Defining Inter-Organization Information, Oracle Inventory User’s Guide
* Organization Parameters Window, Oracle Inventory User's Guide

To enable the automatic creation of replenishment purchase orders and automatic
receiving of components in the MP organization, set up the receiving options in the
MP organization. See: To set up receiving options for MP organizations in Setting
up Manufacturing Partner Organizations, page 3-11.

Setting Up Product Development Parameters for Process Enabled
Organizations:

To use the full outsourcing solution for process enabled organizations, you will need to
set up parameters for new organizations, or query and modify parameters for existing
organizations.

1. Navigate to the Product Development Parameters window to enter parameters for
new organizations.

Navigate to the Find Product Development Parameters window to enter parameters

for existing organizations.

2. To enter the required parameter information see the topic Setting Up Parameters,
Oracle Process Manufacturing Product Development User’s Guide.

Setting Up Formulas, Recipes, and Routings:

To use the full outsourcing solution for process enabled organizations, you will need to
create and set up:

e Formulas in the OEM or MP organization for the outsourced product and include
the ingredients required to produce that outsourced product.

* Recipes without routing in the OEM or MP organization.

e Validity rules for the recipes that you create. Rules should be valid for the MP to
create production batches in the MP organization.

To set up a formula for full outsourcing external organizations for process
manufacturing

Create a formula in the OEM or MP organization for the outsourced product and
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include the ingredients required to produce the product.
1. Navigate to the Formula Details window.
Enter information as described in the topic Entering Formula Details, Oracle Process

Manufacturing Product Development User's Guide.

2. In the Products tab of the Formula Details form, set yield type to incremental for the
product.

3. In the Ingredients tab of the Formula Details form, set the consumption type to
incremental for the ingredient.

To set up a recipe for full outsourcing external organizations for process
manufacturing

1. Navigate to the Recipe Details window.
Enter information as described in the topic Entering Recipe Details, Oracle Process
Manufacturing Product Development User's Guide.

2. Create a recipe without routing in the OEM or MP organization.

To set up a validity rule for a recipe for full outsourcing external organizations
for process manufacturing

1. Navigate to the Recipe Validity Rule Details window.
Enter information as described in the topic Editing Recipe Validity Rules, Oracle

Process Manufacturing Product Development User’s Guide.

2. Create a global or organization specific validity rule for the recipe you have
created.

Setting Up Process Execution Parameters:

Ensure that you validate that the supply subinventory, and yield subinventory are
defined if the organization is Manufacturing Partner enabled.

1. Navigate to the Process Execution Parameters window.
See: Setting Up Parameters, Oracle Process Manufacturing Process Execution User’s
Guide.

2. Inthe Process Execution Parameters window, search for the MP organization

3. In the Inventory Transactions tab, enter the values for the Supply Subinventory and
Yield Subinventory field values. If the subcontracting product and ingredient items
are locator controlled, enter Supply Locator and Yield Locator values.
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Defining Customers and Suppliers:

Full outsourcing with external MPs in process enabled inventory organizations follows
the same setup steps for defining customers and suppliers. The MP acts as both supplier
and customer, and the OEM acts as a supplier. Define the OEM as a supplier and
supplier site, and the MP as a customer and customer site as well as a supplier and
supplier site. You will then associate these roles in the OEM and MP organizations,
respectively. See: Defining Customers and Suppliers, page 3-18.

Associating Customers and Suppliers:

Full outsourcing with external MPs in process enabled inventory organizations follows
the same setup steps for associating customers and suppliers. For the OEM
organization, associate the supplier and supplier site. For the MP organization,
associate the customer and customer site, as well as the supplier and supplier site. See:
Associating Customers and Suppliers, page 3-20 Associating Customers and Suppliers.

Setting Up Order Management Transaction Types:
Set up the following in Oracle Order Management:

¢ Define new transaction type for AR.

® Define new transaction source.

® Define price list.

* Define document sequence for new created order management type.
* Assign Document sequence to new created order management type.

See the Oracle Order Management User's Guide for detailed information.

Full outsourcing with external MPs in process enabled inventory organizations follows
the same setup steps to set up a separate order type for creating replenishment sales
orders for component shipments to the MP. See: Setting Up Specific Order Management
Transaction Types for Subcontracting, page 3-36.

Setting up Shipping Networks:
Use the Subcontracting tab in the Shipping Network window and select the:

® Subcontracting Type as Full.
¢ Default Order Type as OM truncation type defined.

Ensure you update the relevant accounts in the Shipping Networks window.

Full outsourcing with external MPs in process enabled inventory organizations follows
the same setup steps to define inventory shipping networks between the OEM and the

Subcontracting for Process Manufacturing 11-7



MP. See: Setting Up a Shipping Network, page 3-45.

Setting Up Standard Costs of Ingredients and Products:

Set up the standard costs of subcontracting ingredients and outsourced product in the
OEM organization. The MP organization is a simulation organization, and accounting
transactions are not transferred to GL. Therefore, no costing setup is required in the MP
organization.

To setup standard cost of subcontracting ingredients in the OEM organization
Subcontracting ingredients can be purchase items or product items. The cost is set up
like any standard ingredient.

To setup standard cost of outsourced products in the OEM organization

Standard cost of the outsourced product must include material cost and the added
value. While setting up the cost, include ingredient cost as material cost and added
value as OSP (define an OSP resourced in the OEM organization and define an OSP
charge as added value) charges and run cost update.

1. Navigate to the Item Costs window.

2. Enter information as given in the topic Defining Standard Item Costs in the Oracle
Process Manufacturing Cost Management User’s Guide.

Setting Up Subcontracting Accounting:

To set up accounting for full outsourcing for process enabled inventory organizations,
perform the following setup in Oracle Sublegder Accounting (SLA):

1. Assign source, Outsource Manufacturing Flag to the event class Shipments and
Deliver to or Return from Inventory.

2. Create new account derivation rules populating the subcontracting in transit
account for the journal line type, DCOGS, COGS and PPV.

3. Assign the new account derivation rules defined for DCOGS to the journal line
definition, Sales Order Issue of event class Shipments.

4. Assign the new account derivation rules defined for COGS to the journal line
definition, COGS Recognition of event class Shipments.

5. Assign the new account derivation rules defined for PPV to the journal line
definition, PO Receipt of event class Deliver to or Return from Inventory.

6. Assign the journal line definition to Application Accounting Definition.

7. Assign Application Accounting Definition to Subledger Accounting Method.

See the following topics in Oracle Subledger Accounting Implementation Guide:
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® Subledger Accounting Options Setup Overview
¢ Journal Lines Definitions

® Account Derivation Rules

¢ Application Accounting Definitions

* Subledger Accounting Methods

Subcontracting Planning for Process Manufacturing

For the full outsourcing with external organization subcontracting solution for process
manufacturing, Advanced Supply Chain Planning (ASCP) plans the ingredient
requirements in both OEM and MP organizations, and uses organization definitions
and customer-supplier associations you have defined as a part of the subcontracting
setup steps. ASCP nets the demand and supply and creates planned orders for the
ingredients and products in both the OEM and MP organizations. The setup for ASCP
is the same as those of the standard planning setup for items. No special setups are
required for subcontracting. See the Overview of Subcontracting Planning for Discrete
Manufacturing, page 5-1 for a summary of how to set up and run ASCP.

The following topics describe the subcontracting planning process in process enabled
inventory organizations if the ingredients are synchronized, prepositioned or both:

Outsourced Product with Synchronized Ingredients

In this scenario, the outsourced product is A and its ingredients, B and C, are
synchronized ingredients.
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Forecast

OEM Organization

MP Organization

@ | B & C are Synchronized Ingredients |
. R . P -

None

Net requirement of A as demand to MP

Ais a Buy — Aisa Make
Item, @ item
Planning Run
«—-———— Met requirement of B as demand to OEM
|
@ l (== Met requirement of C as demand to OEM
A B C

Planned Qrders Make Buy Buy

A

\J
Buy ﬁrom RMS

Production C
Batch Purchase Buy ﬁ-om MP Buy from RMS
Orders

In Organization items, Release Time Fence - "Dont Release
Auto or Manual” for items A, B, and C. Planned Orders
cannot be released

The Planning process starts when:

1.

The forecast is defined for an outsourced product in the OEM organization, if the
outsourced product A is an independent demand item. If A is a dependent demand
item, the demand comes from its parent product.

The planning run considers the forecast or dependent demand of A, calculates the
net requirements of A in the OEM organization, and creates a buy planned order
for product A in the OEM organization. A is a buy item and is sourced from the MP
organization, based on the sourcing rule and organization supplier-customer
associations. The planned order demand of A in the OEM organization is
transferred to the MP organization as demand of A.

In the MP organization, A is a make item, demand is netted, and a make planned
order is created for Product A. Ingredients B and C requirements are calculated,
netted, and buy planned orders are created. Since these ingredients are sourced
from the OEM organization (based on the sourcing rules, supplier, and site
associations of the OEM organization), the buy planned order demand for
ingredients B and C is transferred to the OEM organization.

In the OEM organization, ingredients B and C requirements are netted because
these ingredients are sourced from the RMS (based on sourcing rules). Buy planned
orders are created for these ingredients in the OEM organization.

In the OEM organization, buy planned orders can be transferred from Planning to
Purchasing as purchase requisitions. (The release time fence is set to Null for
outsourced product A, and ingredients B and C in Organization Items.) Purchase
orders and blanket releases are created from these purchase requisitions. Purchase
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orders and blanket releases created for outsourced products are referred to as
subcontracting orders.

6. Inthe MP organization, make and buy planned orders of the outsourced product A
and ingredients B and C cannot be transferred as production batches or purchase
requisitions because the release time fence is set to Don't Release Auto or Manual
for all of them in the MP organization. For these planned orders, the Attribute
Action is set to None, which prevents releasing these planned orders.

Note: You can view planned work orders using the Planner
Workbench.

The Interlock Manager concurrent request creates production batches for product A
and purchase orders for ingredients B and C during the simulation run (for details
see: Subcontracting Execution for Process Manufacturing, page 11-15). These
production jobs and purchase orders represent supply and are considered in
subsequent planning runs.

For more information on subcontracting concurrent programs, see Overview of

Subcontracting Concurrent Programs, page 6-1.

Outsourced Product with Prepositioned Ingredients

In this scenario, the outsourced product is A and its ingredients, B and C, are
prepositioned ingredients:
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Forecast

OEM Organization MP Organization
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The planning process is the same as that of the outsourced product with synchronized
ingredients. The only exception is that planned orders of prepositioned ingredients B

and C can be transferred to Purchasing as purchase requisitions:

1.

The forecast is defined for the outsourced product in the OEM organization, if the
outsourced product A is an independent demand item. If A is a dependent demand
item, demand comes from its parent product.

The planning run considers forecast or dependent demand of A, calculates the net
requirements of A in the OEM organization, and creates a buy planned order for
product A in the OEM organization. Since Product A is a buy item and is sourced
from the MP organization, the planned order demand of A in the OEM
organization is transferred to the MP organization as demand of A.

In the MP organization, A is a make item based on the organization, demand is net
calculation, and a make planned order is created for Product A. The requirements
for ingredients B and C are calculated, the net calculated, and buy planned orders
are created. Since these components are sourced from the OEM organization, and
the buy planned order demand of ingredients B and C is transferred to the OEM
organization.

In the OEM organization, requirements for ingredients B and C are netted because
these ingredients are sourced from the RMS (based on sourcing rules). Buy planned
orders are created for these ingredients in the OEM organization.

In the OEM organization, buy planned orders can be transferred from Planning to
Purchasing as purchase requisitions. (The release time fence is set to Null for
outsourced product A, and ingredients B and C in Organization Items). Purchase
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orders and blanket releases are created from these purchase requisitions. Purchase
orders and blanket releases created for the outsourced products are referred to as
subcontracting orders.

6. In the MP organization, make planned orders of outsourced product A can be
transferred as WIP jobs as the release time fence is set to Don't Release Auto or
Manual for the outsourced product in MP organization. The make planned order
Attribute Action is set to None (it can be viewed on the planning workbench),
which prevents the release of these planned orders.

7. Buy Planned orders of ingredients B and C can be transferred to Purchasing as
requisitions as the release time fence is set to Null for both the ingredients in the MP
organization.

The Interlock Manager concurrent request creates production batches for product A
during the interlock run. These production batches represent supply, and are
considered in subsequent planning runs.

For more information on subcontracting concurrent programs, see Overview of

Subcontracting Concurrent Programs, page 6-1.

Outsourced Product with Prepositioned and Synchronized Ingredients

In this scenario, the outsourced product is A and its ingredients, B and C are
prepositioned and synchronized ingredients respectively:
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The planning process is a combination of the given processes involving synchronized
ingredients and prepositioned ingredients:

1.

The forecast is defined for the outsourced product in the OEM organization, if the
outsourced product A is an independent demand item. If A is a dependent demand
item, then demand comes from its parent product.

The planning run considers forecast or dependent demand of A, calculates the net
the requirements of A in the OEM organization, and creates a buy planned order
for product A in the OEM organization. A is a buy item that is sourced from the MP
organization, so the planned order demand of A in the OEM organization is
transferred to the MP organization as demand of A.

In the MP organization, A is a make item, demand is netted, and a make planned
order is created for Product A. Ingredients B and C requirements are calculated,
netted, and buy planned orders are created. Since these ingredients are sourced
from the OEM organization, the buy planned order demand of ingredients B and C
is transferred to the OEM organization.

In the OEM organization, ingredients B and C requirements are netted, and sourced
from the RMS (based on sourcing rules). The buy planned orders are created for
these ingredients in the OEM organization.

In the OEM organization, buy planned orders can be transferred from Planning to
Purchasing as purchase requisitions. Purchase orders and blanket releases are
created from these purchase requisitions. Purchase orders and blanket releases
created for the outsourced product are referred to as subcontracting orders.
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6. In the MP organization, make planned orders of outsourced product A and buy
planned orders of Component C cannot be transferred as production batches
because purchase requisitions as the Release Time Fence is set to Don't Release
Auto or Manual in the MP organization. The Planned Order Attribute Action is set
to None which prevents releasing these planned orders. You can use the Planner
Workbench to view the planned orders.

7. Buy planned orders of ingredient B can be transferred to Purchasing as requisitions
as the Release Time Fence is set to Null for both the components in MP
organization.

The Interlock Manager concurrent request creates production batches for product A
and replenishment purchase orders for ingredient B during the interlock run. These
production batches and replenishment purchase orders represent supply, and are
considered in the subsequent planning runs.

For more information on subcontracting concurrent programs, see Overview of
Subcontracting Concurrent Programs, page 6-1.

Subcontracting Execution for Process Manufacturing

The Subcontracting execution process for process enabled inventory organizations
begins with the subcontracting orders for the outsourced products and the
replenishment purchase orders for the ingredients. The following sections detail the
process steps for each scenario.

Outsourced Products with Synchronized Ingredients

In this scenario, the execution starts with the subcontracting orders being transferred
from ASCP. You can also create subcontracting orders manually.
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» Production Batch
Product: A
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Interlock ] |
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1. The execution process starts with the subcontracting order of Product A. These
subcontracting orders are the standard purchase orders and blanket releases, and in
the shipments, the outsourced Product attribute is set to Yes, indicating that the
purchase order is created for the outsourced product.

2. The Interlock Manager picks up the subcontracting orders which were not
processed in the previous run of the subcontracting orders and performs the

following:

2.1. The Interlock Manager creates a production batch for the subcontracted
order quantity for simulating the manufacturing in the MP organization.

2.2. The OEM supplies ingredients B and C which are required to manufacture
this product. Since B and C are synchronized ingredients, (meaning that these
ingredients need to be shipped along with the order), the Interlock Manager
creates a replenishment purchase order for the ingredients with the supplier
associated with the OEM organization. The replenishment purchase order
created in the MP organization denotes the supply and is considered by ASCP

as supply.

2.3. The Interlock Manager also creates a replenishment sales order for shipping
the ingredients in the OEM for the corresponding replenishment purchase
order in the MP organization. Replenishment sales orders created in the OEM
will always have a reference to its corresponding purchase order in the MP
organization. The order type is retrieved from shipping networks (From Org;

OEM and To Org: MP). The subcontracting default order type and the prices of
the components are picked from price lists associated with the customer site in
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the sales order (defined in the price lists setup). Sales orders are always created
with a booked status and are ready for shipment. These replenishment sales
orders are allocated to the respective subcontracting orders to meet the
ingredient requirements for manufacturing the product at the MP's site. (The
Allocations Table in the Subcontracting Data Model holds this information for
tracking.)

3. Replenishment sales orders created for the subcontracting ingredients are used for
shipping the ingredients like any other standard sales orders.

4. The Auto Receive Components concurrent request picks up these shipments in the
OEM organization, and creates receipts in the MP organization against the
corresponding purchase order. Sales orders with shipped date and the in-transit
lead time (defined in the shipping networks default shipping method) that is less
than or equal to the current date, are automatically received to simulate the receipts
in the MP organization.

5. The MP manufactures the product and ships the manufactured products to the
OEM, and the OEM receives these receipts like other purchase order receipts.

6. The Process Receiving Transactions concurrent request picks up these receipts in
the OEM organization and performs the following:

* 6.1. Completes the production batch for the product. When the production
batch is completed, ingredients are backflushed, and the inventory is reduced
in the MP organization. However, the completed product in the MP remains in
inventory.

® 6.2. Reduces the inventory of products (completed through production batches)
in the MP organization by performing by miscellaneous issues, to maintain the
accuracy of the inventory records. This is because, the subcontracting order of
the product is normally received in the OEM after the MP manufactures the
product and sends it to the OEM. The Offset account defined in shipping
networks is used for creating miscellaneous issues.

7. ARinvoices are created for those ingredients shipped to the MP.
8. AP invoices are created for subcontracting orders received from the MP.
For more information on subcontracting concurrent programs, see Overview of

Subcontracting Concurrent Programs, page 6-1.

Outsourced Product with Prepositioned Ingredients

In this scenario, process execution begins with the subcontracting orders for the
outsourced product and the replenishment purchase orders for the prepositioned
ingredients transferred from ASCP. You can also create subcontracting orders for
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outsourced products and replenishment purchase orders for prepositioned ingredients

manually.
OEM (Standard Cost Organization) MP (Zero Cost Organization)
[ B & C are Prepositioned Ingredients
7
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h 4 | :
g 4 h T Ship = 4 Receive
Replenishment SO P Replenishment PO
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[
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Item: C, Qty: 10LB i ltem: C, Qty: 10LB ] Issue A
‘ Customer: MP ‘ Customer: OEM ASCP L
6.2
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—_— Qtrv' ‘l[JELLB Product: A
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1. The execution process begins with the subcontracting order of the Product A and
replenishment purchase orders of the prepositioned ingredients. Subcontracting
orders are the standard purchase orders and blanket releases, and if the shipments
for the outsourced product are set to Yes, then the purchase order is created for the
outsourced product. Replenishment purchase orders are the standard purchase
orders or blanket releases created to simulate how MP procures ingredients from
the OEM.

2. The Interlock Manager concurrent request selects:

2.1. Replenishment purchase orders of the ingredients in the MP, and creates
corresponding replenishment sales orders in the OEM for shipment of
ingredients to the MP. Replenishment sales orders that are created in the OEM
always reference their associated purchase orders in the MP organization. The
order type is retrieved from default order type of the shipping network (From
Org: OEM and To Org: MP), and the ingredients price is retrieved from the
price lists associated with the customer site in the sales order. Sales orders are
always created with booked status and are ready for shipment.

2.2. Interlock Manager then picks up the subcontracting orders that were not
processed in the previous run of the subcontracting orders and creates a
production batch for the subcontracted order quantity for simulating the
manufacturing in the MP organization. For manufacturing this product,
ingredients B and C are required in the MP organization, and the OEM must
supply those materials to the MP. Since B and C are prepositioned components
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(meaning that components would have been shipped ahead of requirements),
the Interlock Manager does not create replenishment purchase orders or sales
orders for these ingredients. Instead, it looks for previously created and
unallocated sales orders, and then makes allocations to these requirements. If
unallocated replenishment sales orders are insufficient for the subcontracting
order requirements, then Interlock Manager allocates the available quantity and
leaves the remaining quantity unallocated. This situation should not happen if
replenishments are available. If replenishments are available, then Interlock
Manager attempts to allocate them in subsequent interlock runs.

3. Replenishment sales orders created for the subcontracting ingredients are used for
shipping the ingredients like any other standard sales orders.

4. The Auto Receive Components concurrent request picks up these shipments in the
OEM organization and creates receipts against the associated purchase orders in the
MP organization. Sales orders with shipped date and in-transit lead time (defined
in the shipping networks default shipping method) that is less than or equal to the
current date will be automatically received to simulate the receipts in the MP
organization.

5.  The MP manufactures the product and ships the manufactured products to the
OEM. The OEM receives these receipts the same as other purchase order receipts.

6. The Receiving Transactions concurrent request picks up these receipts in the OEM
organization and:

¢ 6.1. Completes the production batch for the product. When the production
batch is completed, ingredients are backflushed, and the inventory is reduced
in the MP organization. However, the completed product in the MP remains in
inventory.

® 6.2. Reduces the inventory of products (completed through production batch) in
the MP organization by performing miscellaneous issues, for maintaining the
accuracy of the inventory records. This is because, the subcontracting order of
the product is normally received in the OEM after the MP manufactures the
product and sends it to the OEM. The Offset account defined in shipping
networks is used for creating miscellaneous issues. The Offset account defined
in shipping networks is used for creating miscellaneous issues.

7. Account Receivables invoices are created for the components shipped to the MP.

8. Accounts Payables invoices are created for the subcontracting orders received from
the MP.

For more information on subcontracting concurrent programs, see Overview of
Subcontracting Concurrent Programs, page 6-1.
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Outsourced Product with Prepositioned and Synchronized Ingredients

In this scenario, execution begins with the subcontracting orders of the outsourced
product and replenishment purchase orders of the prepositioned ingredient being
transferred from ASCP. Also, you can manually create subcontracting orders for the
outsourced product and replenishment purchase orders for the prepositioned

ingredients.
OEM (Standard Cost Organization) MP (Zero Cost Organization)
B is Prepositioned Ingredient
z C is Synchronized Ingredient 1
ASCP
AP Invoice ‘ I AR Invoice ‘
7 A 4 T Ship ‘g 4 Receive
1| Replenishment SO P Replenishment PO | 1

z item: B, Qty: 20 LB < ltem. B, Qty: 20LB 2 No Manual

| Customer: MP Customer. OEM ‘ Transactions in
MP Org
i Ship | 3 4 Receive
Replenishment S0~ | Replenishment PO 23 Misc
Item: C, Qty: 10LB - Item: C, Qty: 10LB + Issue A
24 Customer: MP ‘ Customer. OEM
52
ASCP Subconicacing Order »|  Production Batch =z
—_ ot 1018 - o Product A
1 Supplier: MP Recieve . Complete Qty: 10 LB
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1. The execution process begins with the subcontracting order for Product A and the
replenishment purchase order for prepositioned ingredient B.

2. The Interlock Manager concurrent request:

e 2.1. Picks up the replenishment purchase for ingredient B in MP and creates
associated replenishment sales orders in OEM for shipment to MP.

e 2.2. Picks up the subcontracting orders that were not processed in the previous
run, and creates a production batch for the subcontracting order quantity. To
manufacture this product, MP needs ingredients B and C, which the OEM will
supply to the MP.

As ingredient B is a prepositioned ingredient, Interlock Manager looks for
available replenishment sales orders and attempts to allocate them to satisty the
subcontracting order requirement.

* 23. Asingredient C is a synchronized ingredient, Interlock Manager creates
replenishment purchase order for this ingredient.
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e 2.4 Interlock Manager creates a replenishment sales order for ingredient C with
its associated replenishment purchase order in MP, and then allocates the sales
order to the subcontracting order requirements.

Note: Replenishment sales orders are created for shipping the
ingredients like other sales orders.

3. The Auto Receive Components concurrent request picks up these shipments in
OEM and creates receipts in the MP using the associated purchase order. Sales
orders whose shipped date and In transit Lead time (defined in the shipping
networks default shipping method) are less than or equal to the current date will be
automatically received to simulate the receipts in MP organization.

4. The MP manufactures the product and ships the manufactured product to the
OEM. The OEM receives these receipts like other purchase order receipts.

5. The Process Receiving Transactions concurrent request picks up these receipts in
OEM and:

¢ 5.1. Completes the production batch for the product. When the WIP job is
completed, ingredients are backflushed, and the inventory is reduced in the MP
organization. However, the completed product in the MP remains in inventory.

* 5.2.Reduces the inventory of products (completed through production batches)
in the MP organization by performing miscellaneous issues, for maintaining the
accuracy of the inventory records. This is because, the subcontracting order of
the product is normally received in the OEM after the MP manufactures the
product and sends it to the OEM. The Offset account defined in shipping
networks is used for creating miscellaneous issues. The Offset account defined
in shipping networks is used for creating miscellaneous issues.

The completed inventory of the product in MP is reduced by miscellaneous
issues which causes the inventory figures in the MP organization to be accurate.
The Offset account defined in shipping networks is used to create
miscellaneous issues.

6. Accounts Receivables invoices are created for ingredients shipped to MP.
7. Accounts Payables invoices are created for subcontracting orders received from MP.

For more information on subcontracting concurrent programs, see Overview of
Subcontracting Concurrent Programs, page 6-1.

Full Outsourcing Accounting Process for Process Manufacturing

For Full Outsourcing with external manufacturing partners in process enabled

Subcontracting for Process Manufacturing 11-21



organization, the cost of the outsourced product and the subcontracting ingredients are
defined by standard costing only.

Costs and Prices

For Full Outsourcing accounting for external MP organizations, the value addition
should be defined as OSP charges in the costing setup and the product purchase order
price should be the same as the value addition.

For details on setting up costs and prices, see Setting Up Subcontracting.

This figure illustrates the method for setting costs and prices. All amounts are in USD:

A

21B 1LB

Item Material Cost OSP (Added Value by MP) Unit Cost
B $2 - $2

C $3 - $3

A $2*2 +3*1 =$7 $5 $12

Item Item Cost Sales Price Purchase Price

B $2 N/A N/A

C $3 N/A N/A

A $12 N/A $12

To set up item prices, the Original Equipment Manufacturer (OEM) should:

11-22 Oracle Outsourced Manufacturing User's Guide for Discrete, Seiban-Based, and Process Manufacturing



* Define material costs for the ingredients.

¢ Define material and OSP charges for the product and update standard costs in the
OEM organization.

OSP charges are the added-value amounts added by the MP organization. The
costing in the MP organization is of no significance.

Replenishment Sales Order Shipments

This topic describes the accounting entry templates used for the replenishment sales
order shipment transactions and subcontracting order receipt transactions. The journal
line entries are generated upon running the OPM Accounting Pre-processor and Create
Accounting programs.

Accounting transactions associated with the shipping of ingredients to MP are tracked
in Intransit Account

At Ship Confirm Replenishment Sales Orders

Account Debit Credit

For Ingredient B (2 LB)

COGS (item cost 2 USD) 4 -

Inventory Valuation (item cost 2 USD) - 4

For Ingredient C (1 LB)

COGS (item cost 3 USD) 3 -

Inventory Valuation (item cost 2 USD) - 3

These are regular transactions. Although the inventory appears as a debit to the COGS
accounts, COGS is an intransit account, reflecting the value of the material at MP site,
but still owned by OEM. At the period end, use Endeca Information Discovery to view
the onhand at MP site. In this example, the Intransit Value of ingredients is 7USD.

Invoicing Replenishment Sales Orders

Since the OM transaction type is Ship only, there will not be any AR transactions
generated.

Subcontracting Orders Receipts

Subcontracting orders are the standard purchase orders or releases created to procure
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the outsourced products from the MP. Purchase orders include these events:

1. Receiving the product into the receiving location
2. Delivering the product to Inventory

All amounts are shown is USD.

Receiving for Product A

Account Debit Credit

For Product A (1 LB)

Inventory Receiving (PO Price 5 USD) 5 -

AP Accrual (PO Price 5 USD) - 5

These entries are similar to standard items.

Delivery for Product A

Account Debit Credit

For Product A (1 LB)

Inventory Valuation (Item Cost 12 USD) 12 -
Subcontracting Variance (PO Price - Item Cost) - 7
Inventory Receiving (PO Price 5 USD) - 5

Inventory is debited at 12 USD, which includes the ingredient costs and added value.
The Purchase Price Variance is posted to Subcontracting Variance, which is the
Subcontracting Intransit account, reflecting the consumption of onhand inventory at
MP site. At this moment the net debit value in the Intransit account is zero, showing the
value of inventory at MP site as zero as they are consumed in the manufacturing of the
product and OEM receives the product.
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Subcontracting Business Flows

This chapter covers the following topics:

¢ Drop Ship Components from RMS to MP
* Modeling Components for Drop Ship

¢ Planning Drop Ship Components

® Process Execution Drop Ship Components
*  Multi-Level Outsourcing

¢ Outsourcing Phantom Assemblies

®  OQutsourcing Lot and Serial-Controlled Items

Drop Ship Components from RMS to MP

Oracle Subcontracting application supports drop shipping of components from the Raw
Material Supplier (RMS) to the Manufacturing Partner (MP) from planning to execution
as follows:

e All components of the outsourced assembly must be drop shipped from the RMS to
the MP. Drop shipping of a few components of the outsourced assembly and
normal shipping of the remainder to the MP is not supported.

¢ Subcontracting components are drop shipped to all of the MPs if defined. Drop
shipping the same component to one MP and normal shipment to another MP is not
supported.

* Both prepositioned and synchronized components can be drop shipped to the MP

Modeling Components for Drop Ship

Item Definition
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For drop shipment, replenishment sales orders created for shipping the components
from the OEM to the MP must have the source type as External. You can do this using
two setup methods:

Method 1: Define Item Attribute Default Sales Order source type as External and define
Order Management defaults so that this attribute is provided by default to the Sales
Order line source type.

Method 2: Define Source Type as External in the Order Management Transaction Type
window (this will be used for creating replenishment sales orders) and set Order
Management Defaulting Rules to provide this source type by default from Order
Management Transaction Type to the Sales Order line.

Also, define the Organization Item attribute Release Time Fence to Don 't Release Auto or
Manual for subcontracting components in the OEM organization.

To define attribute Source Type in items:

1. From the Inventory responsibility, navigate to the Master Item window.

© Master ltem (V1)

Organization V1 Vision Operations Display Attributes
Item |GEL_SHIKYL_SYM21 Master Orgy = All

Description |GBL_SHIKYL_SYMN21 il

MPEMRP Planning Lead Times  “Work In Process [ Order M ‘]_ Invoicing  Process Manufacturing  Service |

2,

3.

To define OM default rules:
1.

ri e (] [

= ¥ Customer Ordered (Z)
Internal Crdered
Pick Components

Assemble to Order

Ship Model Complete

¥ Customer Orders Enabled
Intemal Orders Enabled
Check ATP | MNone
ATP Rule
ATP Components | MNone
Picking Rule
Default Shipping Crganization

v Shippable

¥ OE Trangactable

Default SO Source Type | External

Shipping Sublmventory
Charge Periodicity

¥ Retumable Tolerances
RMA Inspection Required Ower Shipment Ower Return
Financing Allowed Under Shipment Under Return

Select the Order Management tab and set Default SO Source Type to External.

Save your work.

From the Order Management responsibility, navigate to the Defaulting Setup

window.
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2. Search for default attributes:

* Application: Order Management

* Entity: Order Line

O Defaulting Setup - Entity Atinibutes

Application |Order Managernent
(SEETR O der Line
Defaulting Condition Templates, )I
Attributes
Defaulting Include in Building
Sequence Defaulting Conditions
Attribute
1 Line Type T
2 .Agraamenl Cd
3 Customer b
4 |Ship To v
5 Bill To v
5] \Deliver To Org v
l.? Re guest Date il
Defaulting Bules. . )I

3. In the Attribute region, search for Source Type.

Subcontracting Business Flows 12-3



O Defaulting Setup - Entity Atfributes

P |DrderManagemem
Entity |DrderL|ne
| Defaulting Condition Templates... J
Attributes
Defaulting Include in Building
Sequence Defaulting Conditions
| Atribute |
l ) |Euun:a Type i
Defaulting Rules.., jj

4. Click Defaulting Rules. The Attribute Defaulting Rules window appears.
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O Aftribute Defaulting Rules

Application | Order Management

Entity |Order Line Aftribute  Source Type
W

Defaulting Conditions

Precedance Enablad Seedad
| Defaulting Condition |

lﬁ Regular Line v -
10 Ahways v

Default Sourcing Rules

Sequence
Source Type Default Sources Walue
'5 Related Record Related Record. Inventory tem. Source Type =
10 Related Record Related Record. Line Type. Source Type

5. Set defaulting conditions and rules for defaulting the Source Type from Items. See:
Oracle Order Management User’s Guide for Order Management defaulting rules.

Shipping Lead Times from the RMS to the MP:

Define the shipping Lead Time from the RMS to the MP in the shipping networks
between the OEM and the MP. The application uses this lead time to simulate

component procurement and to automatically receive drop ship components in the MP
organization.

Others:
All other setup steps remain the same.

Planning Drop Ship Components

The planning functions for drop ship components are similar to those for standard
items. However, the planned orders of the components in the OEM organization cannot
be transferred as purchase orders because of the release time fence setup in the OEM
organization. Drop ship purchase orders are created from drop ship replenishment

sales orders for the components at a later stage for procuring components from the
RMS.
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This diagram illustrates the planning process in a drop-shipment flow:

OEM Organization MP Organization
Forecast
B is Prepositioned
o e
LU . R —
mai‘)’ I ——3 Net requirement of & as demand 1o MP Ais a Make
BOM item. BOM is
. Exploded
Planning Run Explosicn @
EI [ ———— Met reguirement of B as demand to OEM
RN
I
@ I = — Met requirement of C as demand to OEM
L

Planned Crders

| @

A B C
Buy Buy Buy

i

Make

Buv

@

Discrete Job Time Fence - "Don't Release
Purchase Auto or Manual” for items B, and
Orders C. Planned Orders can't be

In Organization items, Release

Bm. from OEM

In Organization items, Release
Tima Fence — "Don't Release
Auto or Manual” for items A, and
C. Planned Orders can't be

raleasad.

released

Process Execution Drop Ship Components

The process execution for Subcontracting is similar to that for standard items. Key

aspects include:

* Interlock Manager creates replenishment drop ship sales orders in the OEM
organization for components (based on the item and order management defaulting

rules setup.)

® Drop ship purchase orders are created from replenishment drop ship sales orders.
See: Drop Shipments, Oracle Order Management User’s Guide

¢ When the RMS ships the components, the OEM is notified. The OEM reports the
drop ship purchase order of the components received, and it updates the drop ship

sales orders to Shipped status

* The Auto Receive Components concurrent request receives the components into the
MP organization based on the shipping Lead Time set in shipping networks of the

OEM and the MP.

e Payments to the RMS and the MP are similar to payments to standard purchasing

and subcontracting, respectively.
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RMS OEM (Standard Cost Organization) MP { Zera Gost Organization)
5
| B and C Shipped from RMS to MP
S ° o Ship Recel
" [Rosate [ m=mmms i
u Drog Ship PO Replenishment Dropship SO 4=— 3 ————— i
Item: B, Cty: 20 Ea ” Item: B, Qty: 20 Ea ltem: B, Quy: 20 Ea
= y il - . .
p Supplier: RMS 4 Customer: MP Customer: OEM Released
from
p ASCP
| o 5 _ s Recaive
S I e SRR ,I Ship | Replenishment Drogship PO
| Item: C, Qty: 10 Ea
Drop Ship PO | Cust T OEM
g RS Replenishment Dropship S0 [ 3 usiomer
, <+ ltem: C, Qity: 10 Ea
€ ||ay 1ok < C.Qy: 10 E
Suﬁpliﬁ' RMS 4 Customer: MP ry
r €
3 Discrete Job
A ly: A
Purchase Order —» é?:n:g f—:a
Releasad Assembly: A, 3
from Qty: 10Ea
ASCP 4 Supplier; MP Recieve . Complete
Logical Transactions | Intarlack | | Aute Recaive Components Process Recaiving Transactions

The details of the process are:

1.

Planned Order of A in ASCP is released as a purchase order in the OEM.

Planned Order of B (prepositioned component) is released as a purchase order in
the MP.

The Interlock Manager concurrent request:

® Picks the replenishment purchase orders of prepositioned components B in the
MP, and creates a drop ship sales order for B in the OEM

e Picks purchase orders of outsourced Assembly A in the OEM and creates:

e  WIP job for A in the MP organization

¢ Replenishment purchase order for Synchronized ship component C in the
MP and drop ship sales order for C in the OEM

* Makes allocations for the discrete JOB component requirements

Drop ship purchase orders are created from the drop ship sales orders.

The RMS ships components to the MP, and the OEM creates logical drop ship
purchase order receipts for components B and C in the OEM organization. This
action sets the corresponding drop ship sales order line status of B and C to
Shipped.
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6. The Auto Receive Components concurrent request selects the component shipments
in the OEM and creates purchase order receipts in the MP.

7. Purchase Orders of outsourced assemblies are received in the OEM organization.

8. The Process Receiving Transaction Processor selects assembly receipts in the OEM
and completes the discrete job in the MP. This action also back flushes components
B and C in the MP.

Multi-Level Outsourcing

You can set up your system to outsource subassemblies at several levels of the final
assembly. In the following example, A is the final assembly containing subassemblies D,
B, and C. Using the Subcontracting application, you can set up your system to
outsource all subassemblies and the final assembly or to outsource only a specified
number of subassemblies and the final assembly. The only condition is that the
outsourced assembly must return to the OEM from the MP before it is sent to the
customer or sent to another MP for further processing.

A

2Ea 1 Ea

Outsourcing Phantom Assemblies

Subcontracting supports the outsourcing of phantom assemblies. You can define
phantom bills of material (BOM) for design control purposes, and you can use the same
BOM structure for outsourcing. Interlock Manager compresses the phantom BOM to a
single-level bill of material with all the regular components and processes, making them
similar to standard assemblies.
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In this diagram, D is a phantom assembly and all others are standard assemblies and
components. Assembly B is outsourced. The same phantom BOM structure is defined
both in the OEM and the MP organizations, and all other setup steps are the same.

A

2 Ea 1 Ea

When Interlock Manager processes the subcontracting order of outsourced assembly B,
it also compresses phantom assemblies and then processes the assembly as it would any
other assembly.

This diagram illustrates Assembly B after BOM Compression.

B

All other execution processes are the same.

You can also outsource assemblies with multi-level phantoms. Interlock Manager
compresses the BOM and then processes them as standard BOM.

Outsourcing Lot and Serial-Controlled Items

To use lot and serial-controlled components and assemblies in Outsourced
Manufacturing:
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* Items are defined as lot or serial-controlled items in the OEM organization.

e Items and components can be defined as both Lot and Lot and Serial controlled in
internal MP organizations.

¢ Items and components can be defined as Lot controlled only in the external MP
organization.

® Subcontracting components and Outsourcing assemblies can be defined as Lot
controlled in both MP and OEM organizations.

e The BOM supply type attribute of the lot and serial controlled component of the
outsourced assembly in OEM and MP organizations should be defined as Push.
This is a mandatory setup for external MP organizations only.

® Replenishment sales orders are shipped with component lot numbers, and the Auto
Receive Component program receives these components in the external MP with
same lot numbers.

* Interlock manager processes subcontracting orders if the assembly or component
items are lot controlled only for external MP organizations.

® Lot details are entered in Component Lot Entry before running Process Receiving
Transactions.

®  Process Receiving Transactions program processes the lot controlled assembly
receipt and creates the WIP assembly completion and component issue transactions
at the lot level.

® Subcontracting Workbench displays lot information for the adjustments in
Consumption Adjustments.

® Subcontracting workbench displays the component lots for external MP
organizations only in Component Lot Entry.
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Lot and Serial Genealogy in Outsourced Manufacturing

Genealogy by Serial:
L=
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For both Internal and External MP Organizations the genealogy link is built between
the subcontracting component lot in OEM and MP when the PO receipt transaction of
the subcontracting component is processed in the MP organization. This enables users
view to the genealogy of the lot in case of component being the subassembly.

For External MP Organizations:

When replenishment sales orders are shipped with component lot numbers, the
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Auto Receive Component program receives these components in the external MP
with same lot numbers. This establishes a link between Component Lots in OEM
(shipped on sales order) with replenishment PO in the external MP, which builds
the genealogy later on.

*  When the WIP completion transaction of the Outsourced Assembly is processed,
genealogy is built between the Outsourced Assembly Receipt transactions and the
WIP job Completion lots.

¢ When the WIP completion return transaction of the Outsourced Assembly is
processed for the full quantity, the existing genealogy link between the Outsourced
Assembly Receipt transactions and the WIP job Completion is delinked.

For Internal MP Organizations:

*  When the Subcontracting PO Receipt transaction of the Outsource Assembly is
processed, genealogy is built between the Outsource Assembly Receipt transactions
and the WIP job Completion lots in MP.

*  When the PO receipt transaction of the subcontracting component is processed in
the MP organization, the serial genealogy is built between the subcontracting
component serials in OEM and MP so that the genealogy of the serial can be viewed
in case of component being the subassembly.

*  When the Subcontracting PO Receipt transaction of the Outsource Assembly is
processed, genealogy is built between the Outsource Assembly Receipt serials and
the WIP job Completion serials in MP for the lot and serial or serial controlled
assembly.

*  When the RMA receipt transaction is processed (RMA for the subcontracting
purchase order) for the full quantity, the existing lot genealogy link between the
Outsource Assembly Receipt transactions and the WIP job Completion lots is
delinked. The existing serial genealogy link between the Outsource Assembly
Receipt transactions and the WIP job Completion serials is also delinked.
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13

Troubleshooting

This chapter covers the following topics:

Overview

Overview
Interlock Manager
Auto Receive Components

Process Receiving Transactions

Oracle Subcontracting, works effectively if you closely follow the setup steps described
in the Setting Up for Discrete Manufacturing chapter. For more information see:
Overview of Setting Up Subcontracting, page 3-2. If you set up subcontracting

incorrectly, then some of the subcontracting concurrent programs will not process the
data and the execution process will not function properly. You must correct an

erroneous data setup and rerun the processes.

Use the checkpoints provided in this chapter to verify whether concurrent programs are
not processing the data.

Interlock Manager

You can classify Interlock Manager process steps into three sets:

1.

Creating WIP jobs in the MP organization. During this process, you can view
subcontracting orders on the workbench. If WIP jobs are not created, then the
subcontracting order is not visible on the Subcontracting Workbench.

Create replenishment Sales orders. You can view replenishment orders on the
Subcontracting Workbench.

Allocate replenishment orders in accordance with subcontracting order
requirements.

Troubleshooting
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The Interlock Manager concurrent request executes all steps at once if the data is
correctly set up. If the setup is not complete, then Interlock Manager may execute only a
few steps or it may not execute any steps. Review the setup and make the necessary
corrections.

Problem at Step 1: WIP Jobs Are Not Created in the MP Organization
Any of the following issues can cause this problem. Verify and correct the setup.

¢ The profile MO: Default Operating Unit is not set to the operating unit of the OEM
organization.

¢ The profile MO: Security is not set.
* Inventory Periods are not opened in the MP organization.
e  WIP Parameters are not defined for the MP organization.

* Customer and supplier relationships are not defined in the OEM and MP
organizations.

®  Check the validity of BOM and components in the MP organization.
® Check and ensure that routing does not exist in the MP organization.

¢ Ensure that OEM and MP organizations are not Process-enabled organizations.
EAM and WMS enabled OEM and MP organizations are supported.

®  Check that components and assemblies are defined in the OEM and MP
organizations as outsourced assemblies and are prepositioned or synchronized
components respectively. If this is the problem, then you must cancel the current
PO and create a new PO with the same details.

Problem at Step 2: Interlock Is Not Creating Replenishment Orders
¢ Shipping networks are not defined for the OEM and MP

¢ No valid price exists for the components

¢ Document sequence is not defined for the Order Management transaction type
associated in the shipping networks of OEM to the MP

¢ Profile sequential numbering is not set as Partially Used or Always used

Problem at Step 3: Replenishment Sales Orders are Not Allocated

In the case of synchronized components if the replenishment sales order is created, it
will always be allocated, so this issue might not arise. In the case of prepositioned
components, which would be a common problem, allocations are made to the existing
replenishment sales orders.
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e For Chargeable Subcontracting, the sales price of the replenishment sales order is
different than the component price of the subcontracting order (you can see both
the prices on the workbench).

¢ Replenishment sales order shipment date is earlier than the requirement date of the
component.

Auto Receive Components

If auto receive is not receiving the components in the MP organization after shipping
the components in the OEM organization, then these problems could occur:

¢ Replenishment sales order ship date plus shipment lead-time defined in the
shipping networks between OEM to the MP is less than the current date (date at
which the Auto Receive Components concurrent request is run).

® Purchasing periods are not open.

Process Receiving Transactions

If the Process Receiving Transactions concurrent request does not complete WIP jobs in
the MP organization, then subcontracting order components may not be fully allocated.
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Workflows

Generating the COGS Account from the Order Type

The COGS Account Generator is a Workflow Process that derives the Cost of Goods
Sold account for a transaction interfaced to Inventory from Order Management /
Shipping. To generate the COGS account from the Cost of Goods Sold account assigned
to the Order Management Transaction Type of the order, you will need to modify the
seeded COGS workflow. To modify this workflow, you will need to change the default
node from Get CCID for a line to Get CCID from the Order Type ID in the Generate
Default Account process. The workflow item type OM: Generate Cost of Goods Sold
Account (which has an internal name of OECOGS) encompasses all processes designed
to build the COGS.

Modifying the Generate Default Account to derive the Cost of Goods Sold account from the
Order Type:

1. Open the OM workflow OECOGS in workflow builder.
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Ed oracle Workflow Builder 2.6.3.0.1 - [Mavigator]
#| File Edit Yiew Window Help

D|S|e| %= =& vJT o] of2]

=< oexwicog
EI l:fii. FHOFPWE. [Standard Flesfield 'AorkHow)
E@I DECOGS [OM : Generate Cost of Goods Sold Account]
-] atributes
El_aﬂ Proceszes
_-:QJ' DEFAULT_ACCOUNT_GEMERATION [Generate Default Account]
_-:Iﬂ FLEXBUILDER_UPGRADE [Generate Account zing FlexBuilder Rules]
5] Motifications
[+ %] Functions
3| Everts
=) Messages
Lookup Types
- Directony Service

Copy the existing Generate Default Account process and give a new name, e.g.
NEW_DEFAULT_ACCOUNT_GENERATOR, in the property sheet Internal Name
field.

Double-click on the new process from within the Navigator. Delete the link
between the Start generating Code Combination and the Get CCID for a line
functions.

In place of the deleted link, insert the function Get CCID from the Order Type ID by
dragging it from the Navigator to the process screen.

Use the right-click functionality to draw a line connecting the Start generating Code
Combination to the Get CCID from the Order Type ID function.
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Ed Oracle Workfow Builder 2.6.3.0.1 - [Generate Default Account (Read Only)]

) File Edit Wiew Window Help

S|w|g| =|=m@E| X0 [T 2| == 28| 2|

3 -3 4,

Copy % alues from Yalidate Code End generating Code
Code Combination Combination Combination
[Success]

LCCRss

%

Start generating Get CCID for a line
Code Combination .
F ailure:

Abort generating
Code Combination
[Failure]

Save this process definition to the database.

Define the relationship between the Chart of Accounts structure and the new
Workflow Process for the OM: Generate Cost of Good Sold item type in the
Account Generator Processes form:

OM: Setup > Financials > Flexfields > Key > Accounts
Use the flashlight icon to choose the applicable Chart of Accounts.

Assign the new Workflow process to the OM: Generate Cost of Good Sold' Item
Type.

Determining the Chart of Accounts:

1.

Navigate to the Organization form:

Inventory: Setup > Organization > Organizations.

Determine and note the value of the Primary Ledger for the inventory organization
for which you wish to interface the transactions. Query the name of the inventory
organization desired. In the Organization Classification region, select Inventory
Organization line > Others > Accounting Information.

Determine and note the Primary Ledger for the Order Management responsibility
for which the order is assigned in the Organization Definitions form. Query the
name of the operating unit desired. In the Organization Classification region select

the Operating Unit line > Others > Operating Unit Information.

Query the Primary Ledger in the Accounting Setup page:
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Inventory > Setup > Financials > Accounting Setup Manager > Accounting Setups

5. Note the value for the Chart of Accounts.
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Custom APIs for Outsourced Manufacturing

JMF Custom Packages

Outsourced Manufacturing provides custom packages that enable users to:
* Populate header and line level descriptive flexfield attributes when creating

replenishment and subcontracting sales orders.

e Populate work order level descriptive flexfield attributes when creating work
orders or flow schedules for a subcontracting purchase order.

¢ Create work orders or flow schedules with an accounting class different from the
one defined at the WIP parameters level.

¢ Control modifications to subcontracting orders by allowing or disallowing PO
approval after any PO changes.

Populate DFF attributes for Sales Orders

Outsourced Manufacturing provides two APIs that can be used to populate the DFF
attributes for Replenishment and Subcontracting Sales Orders.

Default OE_Hdr_Attr

This API can be used to populate sales order header level descriptive flex field
attributes. The details of this API are as follows:

File Name: JMFCUSHS.pls (Package Specification)
JMFCUSHB.pls (Package Body)

Package Name: JMF_CUSTOM_HOOK
Procedure Name: Default OE_Hdr_Attr

The procedure has the following important parameters:
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p_x_header _Rec | N CE_Order_PUB. Header _Rec_Type
X_attributel QUT NOCOPY VARCHAR2

x_attribute20 QUT NOCOPY VARCHAR2
X_return_status OUT NOCOPY VARCHAR2

The parameter p_x_header_Rec is a record that contains information about the sales
order header. Customers can use the information in this record to control what
information gets populated in the DFF attributes.

The parameters x_attributel to x_attribute20 are the 20 DFF attributes that can be set by
customers.

To set these values:
1. Open the package body in a text editor.

2. In the procedure Default OE_Hdr_Attr, find the DFF attribute for which they want
to set their own values.

3. Un-comment the attribute line by removing '--'.
4. Insert their own values by replacing attributeX with their values in single quotes.
5. Save the package body and compile it on their instance database.

The parameter x_return_status is used to convey to the calling function whether any
errors were encountered while inserting header level DFF values. By default, it returns
FND_APIL.G_RET_STS_SUCCESS (Success) and can be modified to return following
values:

e FND_APLG_RET_STS_SUCCESS - for successful processing.
e FND_APLG_RET_STS_ERROR - for expected errors.

e FND_APLG_RET_STS_UNEXP_ERROR - for unexpected errors.

Default OE_Line_Attr

This API can be used to populate sales order line level descriptive flex field attributes.
The details of this API are as follows:

File Name: JMFCUSHS.pls (Package Specification),
JMFCUSHB.pls (Package Body)

Package Name: JMF_CUSTOM_HOOK

Procedure Name: Default OE_Line_Attr

The procedure has the following important parameters:

p_x_line_thl IN OE_Order_PUB. Li ne_Thl _Type
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x_line_attr_tbl OUT NOCOPY Line_Attr_Tbl_Type
X_return_status OUT NOCOPY VARCHAR2

The parameter p_x_line_tbl is a table of records that contains information about the
sales order line. Customers can use the information in this table to control what
information gets populated in the DFF attributes.

The parameter x_line_attr_tbl is a table of records for the 20 DFF attributes that can be
set by customers for each line in the p_x_line_tbl table.

To set these values:
1. Open the package body in a text editor.

2. In the procedure Default_OE_Line_Attr, find the DFF attribute for which they want
to set their own values.

3. Un-comment the attribute line by removing '--'.
4. Insert their own values by replacing attributeX with their values in single quotes.
5. Save the package body and compile it on their instance database.

The parameter x_return_status is used to convey to the calling function whether any
errors were encountered while inserting line level DFF values. By default, it returns

FND_APIL.G_RET_STS_SUCCESS (Success) and can be modified to return following
values:

FND_API.G_RET_STS_SUCCESS - for successful processing.
FND_APILG_RET_STS_ERROR - for expected errors.
FND_APIL.G_RET_STS_UNEXP_ERROR - for unexpected errors.

Populate DFF attributes for Work Orders or Flow Schedules

Outsourced Manufacturing provides the following API that can be used to populate the
DFF attributes for Work Orders and Flow Schedules.

Populate_Wjsi_Dff_Attr
This API gets called before WIP Mass Load or Flow Schedule creation APIs are called.
The details of this API are as follows:

File Name: JMFCUSHS.pls (Package Specification)
JMFCUSHB.pls (Package Body)

Package Name: JMF_CUSTOM_HOOK

Procedure Name: Populate_Wjsi_Dff_Attr

The procedure has the following important parameters:

p_subcontract _po_shi pment _id | N NUVBER
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p_oem organi zation_id I N NUMBER

p_np_organi zation_id I' N NUMBER

p_itemid I N NUMBER
p_start_quantity I N NUMBER

p_W si_rec I N QUT NOCOPY
JMF_SHI KYU W P_PVT. wj si _dff _rec_type
X_return_status QUT NOCOPY VARCHAR2

The parameter p_subcontract_po_shipment_id is the PO shipment id for the shipment
being processed. Customers can use this value to control what information gets
populated in the DFF attributes.

The parameter p_oem_organization_id is the organization id for the OEM organization.
Customers can use this value to control what information gets populated in the DFF
attributes.

The parameter p_mp_organization_id is the organization id for the MP organization.
Customers can use this value to control what information gets populated in the DFF
attributes.

The parameter p_item_id is the inventory item id for the outsourced assembly.
Customers can use this value to control what information gets populated in the DFF
attributes.

The parameter p_start_quantity is the start quantity for the work order or the flow
schedule. Customers can use this value to control what information gets populated in
the DFF attributes.

The parameter p_wjsi_rec is a record for the 15 DFF attributes that can be set by
customers.

To set these values:

1. Open the package body in a text editor.

2. In the procedure Populate_Wjsi_Dff_Attr, find the DFF attribute for which they
want to set their own values

3.  Un-comment the attribute line by removing '--'.
4. Insert their own values by replacing attributeX with their values in single quotes.
5. Save the package body and compile it on their instance database.

The parameter x_return_status is used to convey to the calling function whether any
errors were encountered while inserting line level DFF values. By default, it returns
FND_APIL.G_RET_STS_SUCCESS (Success) and can be modified to return following

values:

e FND_APLG_RET_STS_SUCCESS - for successful processing.
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e FND_APILG_RET_STS_ERROR - for expected errors.

e FND_APLG_RET_STS_UNEXP_ERROR - for unexpected errors.

Use a WIP Accounting Class that is different from the one defined at WIP parameters
level

Customers can sometime have requirements to create work orders and flow schedules
using an accounting class that is derived by their own logic instead of using the
accounting class defined at WIP parameters level. The following API facilitates this:

Get_WIP_Accounting_Class

This procedure gets called just before inserting records in wip interface table
wip_job_schedule_interface. Users can write their own custom logic to derive the
correct accounting class they want the work orders to be created with. This API, by
default, returns a NULL value for accounting class resulting in WIP Mass Load deriving
the default accounting class value from WIP parameters for the MP organization. Users
can override this by commenting out this return statement and writing their own return
statement instead.

The details of this API are as follows:

File Name: JMFCUSHS.pls (Package Specification)
JMFCUSHB.pls (Package Body)

Package Name: JMF_CUSTOM_HOOK

Procedure Name: Get_WIP_Accounting_Class

The procedure has the following important parameters:

p_subcontract _po_shi pment _id | N NUVBER

p_oem organi zation_id I' N NUMBER
p_np_organi zation_id I N NUMBER
p_itemid I N NUMBER
p_start_quantity I N NUMBER
x_cl ass_code QUT NOCOPY VARCHAR2
X_return_status QOUT NOCOPY VARCHAR2

The parameter p_subcontract_po_shipment_id is the PO shipment id for the shipment
being processed. Customers can use this value to control what information gets
populated in the DFF attributes.

The parameter p_oem_organization_id is the organization id for the OEM organization.
Customers can use this value to control what information gets populated in the DFF
attributes.

The parameter p_mp_organization_id is the organization id for the MP organization.
Customers can use this value to control what information gets populated in the DFF
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attributes.

The parameter p_item_id is the inventory item id for the outsourced assembly.
Customers can use this value to control what information gets populated in the DFF
attributes.

The parameter p_start_quantity is the start quantity for the work order or the flow
schedule. Customers can use this value to control what information gets populated in
the DFF attributes.

The parameter x_class_code is the out variable which will store the user defined
accounting class value. By default, this value is returned as NULL.

Note: Customers will have to ensure that the value they set for
x_class_code variable is a valid value for the
WIP_ACCOUNTING_CLASSES.class_code field. The custom API
doesn't verify whether the value being returned is valid.

The parameter x_return_status is used to convey to the calling function whether any
errors were encountered while inserting line level DFF values. By default, it returns

FND_APIL.G_RET_STS_SUCCESS (Success) and can be modified to return following
values:

e FND_APLG_RET_STS_SUCCESS - for successful processing.
e FND_APILG_RET_STS_ERROR - for expected errors.

e FND_APLG_RET_STS_UNEXP_ERROR - for unexpected errors.

Control modifications to subcontracting PO by allowing or disallowing PO approval after
any PO changes

There is a requirement for a change management API which can control any changes
made to the subcontract purchase orders. The API provided for this controls the
changes by allowing or disallowing the approval of the subcontract PO after the
changes are made.

Note: This API controls the changes only if the MP is an internal
organization.

This is not a custom API in the sense that users cannot modify the code.
Customers will have to create a custom node in their PO Approval
workflow. This custom workflow node should call this API.

The details of this API are as follows:
File Name: JMFGSHKS.pls (Package Specification)
JMFGSHKB.pls (Package Body)
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Package Name: JMF_SHIKYU_GRP

Procedure Name: Allow_Subcontract_PO_Approval

The following flowchart design summarizes how this API controls the changes:
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Windows and Navigator Paths

This appendix covers the following topics:

¢ Windows and Navigator Paths

Windows and Navigator Paths

This table lists typical navigator paths. Text in brackets ([ ]) indicates a button.

Your system administrator may have customized your navigator.

Window Name

Navigation Path

Additional Organization Information

Customers

Customer/Supplier Association

Find Organization Items

Netting

Organization

Organization Item

Inventory > Setup > Organizations >
Organizations [Others]

Order Management > Customers > Standard

Inventory > Setup > Organizations >
Organizations [Others] > Customer/Supplier
Association

Inventory > Items > Organization Items

Payables > Payments > Entry > Netting >
Netting Agreement

Inventory > Setup > Organizations >
Organizations

Inventory > Items > Organization Items > Find

Organization Items [Find]

Windows and Navigator Paths
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Window Name

Navigation Path

Organization Parameters

Segment Values

Shipping Networks

Suppliers

Transaction Sources

Transaction Types

Transaction Types (Receivables)

Subcontracting Workbench

Inventory > Setup > Organizations >
Organizations [Others] > Inventory
Information

General Ledger > Setup > Financials > Values

Inventory > Setup > Organizations > Shipping
Networks

Purchasing > Payables > Suppliers > Entry

Accounts Receivable > Setup > Transactions >
Transaction Sources

Order Management > Setup > Transaction
Types > Define

Accounts Receivable > Setup > Transactions >
Transaction Types

Subcontracting > Workbench
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Glossary

Original Equipment Manufacturer (OEM)

A company that owns the product designs that it sells, and manufactures the products
either in its own factory or by outsourcing to Manufacturing Partners (MP).

Manufacturing Partner (MP)

A company that provides manufacturing services, and manufactures assemblies and
products for OEMs.

Chargeable Subcontracting

In Chargeable Subcontracting, the Original Equipment Manufacturer (OEM) completely
outsources the manufacturing of an assembly to an Manufacturing Partner (MP) and
makes a provisional sale of components by invoicing the MP. The OEM retains the
ownership of the components even after registering the sale of components. Chargeable
subcontracting support is available for Japan, Taiwan, and Korea

Buy/Sell Subcontracting

In Buy/Sell Subcontracting the Original Equipment Manufacturer (OEM) completely
outsources the manufacturing of an assembly to a Manufacturing Partner (MP) by
buying the assembly from the MP and most importantly, sells the components to the
MP that are consumed in the manufacturing of the assembly at the MP's premises.
Buy/Sell subcontracting support is available for all countries.

Full Outsourcing

In Full Outsourcing, the Original Equipment Manufacturer (OEM) completely
outsources the manufacturing of an assembly to an Manufacturing Partner (MP) and
ships the components to the MP but retains the ownership of the components while
they are used in the manufacturing of the assembly. The MP makes no payment to buy
the components. Full Outsourcing support is available for all countries.

Outsourced Assembly

Assembly item that is designed by the OEM, and outsourced to a MP for manufacturing
at the latter's site.
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Glossary-2

Subcontracting Components

Components sent by the OEM to the MP for the manufacture of outsourced assemblies.

Subcontracting Sales Order

Sales Order created in Internal MP organizations to ship the finished outsourced
assembly to OEM organization.

Prepositioned

Components are shipped to the MP without reference to any subcontracting order
ahead of assembly requirements. When the subcontracting order is created, these
components are hard allocated.

Synchronized

Components shipped along with the order, to the MP with references to specific
subcontracting orders.

Subcontracting Order

Purchase order (or Blanket Release) created by the OEM to procure outsourced
assemblies from the MP.

Replenishment PO

Purchase order created for the MP in the Subcontracting process to procure
subcontracting components from the OEM. This purchase order is not visible on the
Subcontracting Workbench. The PO is also closed for invoicing.

Replenishment SO

Sales order created in the Subcontracting process to ship subcontracting components to
the MP.

Allocations

Pegging of replenishment sales orders created in the OEM organizations in accordance
with component requirements for the manufacture of outsourced assemblies at the MP
site.
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