Managing consignments through A/P

Consignment is product you take into stock, but you only pay the supplier as it is sold. When a vendor supplies you with an item, and they are the only source, and they only issue one invoice, then there is little need for a complex management system.  To determine sales you simply deduct the costs of the remaining stock from the original invoice.  Often, though,  more stock is received on multiple invoices.  Partial payments are made over a period of time, some product is returned or exchanged, and everything starts to get pretty complicated, especially when dozens of different items are involved.  Finally, a vendor may allow one product to be on consignment, but they sell you other product on normal terms.  In Receiving, there is the option of making an invoice "consignment" by changing the invoice type to Cns (the default is Inv). This change can also be done from Accounts payable.  

There is a report under Prt in the A/P Summary screen (where all suppliers are listed) called Consignment summary of open consignment invoices.  This reports locates all UNPAID invoices marked as consignment and then provides a total of the invoice, the amount sold, and the amount remaining in stock.  Generate this report when you are ready to review all your consignments. The Sold column may not be the actual amount you are paying, because there may be other activity not reflected on the report. This report simply helps to identify those that likely need to be paid or reconciled.

After selecting a supplier's account, use the Prt option and choose the Consignments option.  This routine will analyze the unpaid consignment invoices for that supplier.

After viewing the report you can [Esc], which lets you proceed to the next step where you create a credit/return for the remaining stock, and create a new invoice for the remaining stock. You can experiment with an account to see how it works.

Later, if you want to undo your steps, from accounts payable, Del the two Cns entries that were automatically generated (be sure to choose to Del when asked to remove related Orders/Returns data).

With the reconciliation routine completed, you will have a new credit and debit (both are listed as Cns invoice types), which should be of equal value.  Every Cns entry on the account should now be automatically Marked for payment with the exception of the last Cns invoice (the inv# has "REINV" in it, and the amount is positive).  If there were any overstock returns or similar claims done (Ded or Cr), they should be Marked as well. A cheque is then issued for the Marked items.  Once that is done, the only Cns entry that should be left is the invoice that represents the value of the remaining unsold stock.

In summary then:

· you have paid all consignment invoices in full (including GST, freight and any other charges on the invoices).
· You have deducted all credits for any product that has been returned, destroyed (i.e. Adjusted in Inventory for any reason) or given away as promotional copies.
· You have deducted the amount of the remaining unsold stock.
· The total of the above items is your payment.
· You have one document (Cns invoice) remaining that represents the value of your remaining unsold stock
· Your supplier should be given a copy of the "Receiving Invoice" for the remaining unsold stock. Both parties then acknowledge that this invoice is now the only outstanding invoice.
Note: This method of returning and reinvoicing consignment product means that your Inventory detailed history will show a lot of receiving/returns activity when in fact the product may have only been invoiced by the supplier once.  The invoice numbers used for the in/out reconciliation will be your clue to this. The Inventory card's Ttl Rcv and Ttl Sld fields should not reflect this return/reinvoice activity.

Subsequent to this, your supplier may invoice you separately for more product, and you may return product.  The next payment cycle will analyze the "Receiving Invoice" that was your opening inventory plus any new Cns invoices to determine what has since sold. The cycle repeats...
If you return all of the remaining product (and have no sales), then the total of the unpaid Cns invoices less the Ded claim should equal zero (Mark these and Prt Check to clear them).
If your supplier agrees to a price change to one or more products, it is best to Zreturn the items, then Receive them again at the new cost. This provides an audit trail that can be easily understood.
