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Preface

GS1 Germany at a glance

GS1 Germany supports companies from all sectors in the adoption and practical imple-
mentation of modern communication and process standards, in order to improve the effi-
ciency of their business processes. Within Germany, the company is responsible for the
maintenance and continued development of the GS1 numbering system for globally
unique identification, which in turn serves as the basis for bar codes. Moreover, GS1
Germany supports the application of new technologies for fully automatic object identifica-
tion (EPC/RFID) and offers customer-orientated solutions (ECR — Efficient Consumer Re-
sponse).

Based in Cologne, the private sector
company is organized in accordance
with anti-trust legislation, and
belongs to the international network
"Global Standards One* (GS1) as
the second largest of more than 110
national GS1 organizations
worldwide.

The German Markenverband and
the EHI Retail Institute hold equal
shares.
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About this document

This document was created by GS1 Germany together with the working group “EDI in
Healthcare”. It was developed with Experts from Suppliers of Medical Devices and Phar-
maceuticals, Hospitals, GPOs and Service Provides in the Healthcare Sector. Members of
the Working Group are:

AGKAMED GmbH

B. Braun Melsungen AG

Baxter Deutschland GmbH

Bezirksklinikum Obermain

Coloplast GmbH

Dienstleistungs- und Einkaufsgemeinschaft Kommunaler Krankenhauser eG
GHX Europe GmbH

GSG mbH Gesellschaft fir Standard- prozesse im Gesundheitswesen mbH
HBS Health Business Solutions GmbH

Johnson & Johnson Medical GmbH

Klinikum der Stadt Ludwigshafen gemeinnitzige GmbH

Landshuter Kommunalunternehmen fiir medizinische Versorgung (LaKUMed)
Lohmann & Rauscher GmbH & Co. KG

Medical Columbus AG

MolInlycke Health Care GmbH

Nestlé Deutschland AG

pfm medical AG

Uniklinik Minster

Universitats-Herzzentrum Freiburg-Bad Krozingen

Universitatsklinikum Carl Gustav Carus Dresden

Vinzenz von Paul Kliniken GmbH Marienhospital Stuttgart

Vivantes - Netzwerk fiir Gesundheit GmbH

BSH GmbH

Whilst every effort has been made to ensure that the guidelines to use the GS1 standards
contained in the document are correct, GS1, GS1 Germany and any other party involved
in the creation of the document HEREBY STATE that the document is provided without
warranty, either expressed or implied, of accuracy or fitness for purpose, AND HEREBY
DISCLAIM any liability, direct or indirect, for damages or loss relating to the use of the
document. The document may be modified, subject to developments in technology,
changes to the standards, or new legal requirements. Several products and company
names mentioned herein may be trademarks and/or registered trademarks of their respec-
tive companies.
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1 Introduction

1 Introduction

In the consignment process, the manufacturer/supplier stores his products in a (central)
warehouse of the hospital. The products remain the property of the supplier or manufac-
turer. When the products used by the hospital their ownership transfers to the hospital.
This results in an Invoice from the supplier to the hospital. The price for the items has
been negotiated and agreed prior to the invoice transaction.

The settlements are made using either - invoicing or self billing.

There are a number of different ways of processing consignment stock depending on the
how the goods flow and how the ownership of the goods are transferred. This publication
focuses on two relevant models used in the healthcare sector.

The models are based on the stock control in the warehouse. The transfer of ownership
can be performed by the manufacturer/ supplier - Vendor Managed Inventory (VMI) or by
the hospital - Buyer Managed Inventory (BMI).

VMI ! BMI

Hospital

rehou Hospital station

Fig. 1: Separation VMI / BMI

11 Prerequisites for the Consignment

Consignment processes require strong links in terms of goods and information flows be-
tween the parties. The following are required to ensure smooth processing and should be
agreed and established in prior to beginning processing consignment stock :

e Use of standardized idenitiers for products (GTINs) and location (GLNs) Imple-
mentation of a correct and synchronised master data between the parties

e The ERP System, communications and hardware are capable of supporting the
consignment process

e GS1eCOM messages, EANCOM® Messages are used for exchanging standard-
ise electronic messages as required in the text below

The consignment process can be controlled by either the hospital (BMI) or the manufac-
turer/supplier (VMI).Timely exchanges of information about the removal of products as
well as regular inventory reports are recommended to support both consignment process-
es. Both parties should maintain the accurate and synchronised stocks records in their
respective databases.

Date: July 2014 © GS1 Germany GmbH Page 7
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1 Introduction

1.2 Out-of-Scope — Goods Return

The goods may be returned by the hospital to the manufacturer/supplier. This is out of
scope and is not described in this recommendation. However it will be considered in a
future release of this document

1.3 Consighment contract

Consignment goods processing is a specific type of inventory strategy. Hence, it is rec-
ommended that, for consignment processing the contract includes specific details and
agreements by the parties involved. These should be clearly detailed and recordedand
may include the following:

Storage location, coverage of the costs, delay in acceptance

Warehouse operators (possibly third parties), obligations and rights of the parties
Transfer of ownership

Frequency of removal of goods message, respectively the settlement process
Period for the transition of the goods in the inventory / property of the hospital
Define the minimum and maximum stocks

Liability aspects (loss / theft)

Inspection of the goods

Insurance

Enter into force, Termination

Other regulations

Date: July 2014 © GS1 Germany GmbH Page 8
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2 Consignment processes

2 Consignment processes

The consignment process can be controlled by either the hospital (BMI) or the manufac-
turer/supplier (VMI).Timely exchanges of information about the removal of products as
well as regular inventory reports are recommended to support both consignment process-
es. Both parties should maintain the accurate and synchronised stocks records in their
respective databases.

2.1 Consignment processes with BMI

Supplier/ INVRPT
Manufacturer €«
ORDERS
Order
consignment goods ORDRSP
> Delivery DESADV
i
i | Goods
i
i
! RECADV
l SLSRPT
. —_INVOIC
Invoice
INVOIC
(self billing)

Fig. 2: Data and goods flow Consignment processes (BMI)
2.1.1 Basic Requirements (BMI)

The basic requirement for a Buyer Managed Inventory (BMI) consignment process is for
the hospital to create an Order for the selected products and transmit the ORDERS mes-
sage with the qualifier 227 = Consignment Order to the manufacturer.

The shipment of goods is notified by the manufacture/supplier to the hospital using a des-
patch advice (DESADV) using a qualifier YA7 = Consignment despatch advice which

Date: July 2014 © GS1 Germany GmbH Page 9
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cross-references to the originating order and to the SSCC(s) identifying the logistics units

contained in the shipment. The hospital can acknowledge the delivery by sending a goods
receipt or receiving advice message RECADV to the manufacturer/supplier. If the delivery
guantity deviates from the advised quantity, the hospital can detail these variances in the

receiving advice messages by using the qualifier 194 (received and accepted quantity).

2.1.2  Additional deliveries / Invoice (BMI)

Dependent on the stock-on hand in the warehouse and the stock consumed data the hos-
pital determines the quantity and date for replenishment orders and deliveries. These
items are ordered similarly to the basic requirement in section 2.1.2 above. The same
process applies with the goods-related messages (DESADV / RECADYV).

Consignment stock used by the hospital is reported by hospital to the manufacturer by
sending a sales data report (SLSRPT). At this point, the ownership of the stock is then
transferred by the manufacturer to the hospital. Details relating to the item such as
batch/lot numbers and serial numbers included in the messages to enable acturate stock
reconciliation.

Regular inventory reports (INVRPT) may be exchanged using the inventory report mes-
sage between the hospital and the supplier/manufacture. These messages are used to
facilitate stock accuracy and reporting. If stock variances are detected by the hospital or
the manufacture, these should be handled in accordance to Chapter 2.4.

An invoice messages using the invoice message (INVOIC), based on the usage reports, is
generated by the manufacturer and sent to the hospital. Alternatively self-billing may be
used.

Date: July 2014 © GS1 Germany GmbH Page 10
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2.2 Consighment processes with VMI

Supplier/ 22F ORDERS
Manufacturer ORDERS
VMI Planning INVRPT
consignment goods
| —— SLSRPT
Delivery DESADV
A
i Goods
i
i
L - RECADV
onsignment
; ___ lINVOIC
Invoice
T INVOIC
(self billing)

Fig. 3: Data and goods flow Consignment processes (VMI)
2.2.1 Basic Requirements (VMI)

There are two possibilities for VMI to arrange the basic requirement for consignment stock

1) The basic requirement for consignment stock using Vendor Managed Inventory (VMI) is
for the manufacturer/supplier to raise an order (ORDER) and transmit it to the hospital
with the qualifier 22E = "Manufacturer raised order" From this, the hospital creates an in-
ternal order on its system with the same reference number (or referencing the manufac-
ture’s order).

2) Alternatively, the hospital can raise the order (ORDER) using the qualifier 227 = Con-
signment order to the manufacturer and send it to the manufacturer/supplier.

The shipment of goods is notified using a despatch advice (DESADV), with the qualifier
YA7 = Consignment despatch advice, which cross-references to the originating order and
to the SSCCs identifying the logistics units contained in shipment. The hospital can
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acknowledge the delivery using a goods receipt or receiving advice message RECADV. If
the delivery deviates from the advised quantity, the hospital can detail these variances in
the receiving advice message.

2.2.2 Additional deliveries / Invoice (VMI)

Consignment stock used by the hospital will be reported to the manufacturer by sending a
sales data report (SLSRPT). The ownership of the consignment stock is transferred from
the manufacturer to the hospital. Details relating to the item such as batch/lot numbers or
serial numbers may be provided in the messages for reconciliation and planning purpos-
es. The goods-related messages (DESADV / RECADYV) are to be utilised similarly to the
initial VMI order.

Based on the removal from the consignment stock (SLSRPT) the manufacturer can man-
age the VMI planning.

Regular reports may be exchanged between the hospital supplier/manufacturer to facili-
tate stock accuracy and reporting see section 2.4 below.

An invoice (INVOIC) based on the usage reports is generated by the manufacturer and
sent to the hospital. Alternatively self-billing may be used.

2.3 Inventory of consignment stocks at the hospital

As the operational inventory management is performed by the hospital, and as the owner-
ship of the goods remains with the manufacturer, a contractual agreement about any in-
ventory variances and their financial reconciliation is recommended.

Normally, inventory checking of the consignment stock in the hospital is performed by the
hospital at the request of the manufacturer. Depending on the legal or regulatory require-
ments it may be agreed that the counting and classifying can be carried out by the manu-
facturer.

The hospital usually issues to the manufacturer:

e aninventory balancing report on the counted stock quantities.
e an inventory monitoring confirmation that the inventory was carried out correctly.

Date: July 2014 © GS1 Germany GmbH Page 12
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2.4 Inventory messages / deviations and stock differences

Inventory reports may be prepared after the end-of-day reconciliation reports on deliveries
and on the usage of items have been completed. The reporting periods and dates when
the regular inventory reports (INVRPT) will be issued, shall be bilaterally agreed between
the parties. The reports to reconcile stock are sent on the agreed dates after stock-checks
are performed.

If products have a batch/lot or serial numbers this information may also be provided in the
messages.

If for any reasons, there are variances arising during in the stock reconciliations these
may be resolved by issuing additional inventory reports and raising Invoices or self-billing
to make the necessary financial adjustments.
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