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On the Fly Item Creation



Application Note


On the Fly Item Creation Options
Introduction
In some cases, customers will wish to order items from you that are not currently set up in your Catalog or Inventory files.  This document describes several options for allowing order entry personnel to specify new item information “on the fly” during sales order processing, so that the item can be added to the system and sold to the customer as required.  This document also describes some of the issues presented by each of these options for “on the fly” item creation.
Option 1

Sales Order Entry creates a unique item during the sales order entry process.
This option is currently supported in the system.  Order Entry operators can create Catalog records using the Catalog Master program.  The Catalog Master supports field level security and automatic creation of items in selected locations (by user), and it also supports the loading of default information into any restricted fields in each new record.
Sales Order Entry

If the order entry operator is unable to locate the item being ordered by the customer and if they determine the item needs to be created, the order entry operator would enter the basic information about the item (manufacturer, vendor, manu item#, cost) into the Catalog Manager.  The system would use the information entered by the operator plus the default information that has been set up for new Catalog records (the default info for new Catalog records can be set by user) to create a new stocking (warehouse fulfillment),  special order, or vendor ship item (based on company policy).  The system can also be configured to create at least one inventory record automatically for the new item (based on control information that can be set by user).

The order entry operator would set up the new item, then select the new item to add to the order.  The operator could also manually specify the price in the order or accept the pricing information that was entered for the new Catalog item during item setup.  The order line could be processed as a warehouse, special order or vendor shipment depending on how the item is set up (again based on company policy).

Purchasing

Does not need to modify the order or any associated po lines when this method is used, but they would probably want to review any new items being created, and provide feedback to sales personnel if the new item information is incomplete or incorrect.

Pros:  
· Already supported in current vdf code. 

· Data is input at time of order entry – allowing order to be completed, confirmation to be printed and sent to customer.  Actual item number (not a generic one) is printed on the confirmation for the customer.  
· No special costing issues since items have a unique id and order is entered using the permanent item number.

· All warehouse fulfillment methods are supported.

· No commission cost issues.  The order lines and invoices store a valid commission cost as they contain a unique item with a valid cost, commission cost.

· No complications that affect returns processing, warranty repairs or other processes (the unique item is used throughout the system).
Cons:  
· Requires setting up operator default, security, other control information to restrict fields that user can set, to auto-assign the new item number, and to create inventory records in the proper warehouse location or locations.  
· Requires setting up rules for when new items can be created by sales, and what information must be provided when the item is created.  

· Possible duplicate item creation (this is common to most of the options – the new item may already be set up in system).  
· More Catalog and Inventory items are created than in some of the other options described in this document.
Option 2
A generic item number like “NEWITEM” is used by sales during order entry.  When the generic item is saved to a sales order, the order entry operator is automatically prompted to enter information about the new item.  The new item information is automatically forwarded to Purchasing,  Purchasing sets up the new item as a unique item number based on the information provided by order entry operator.  Once the unique item is set up, the order line and any po requisitions for the order line are changed to the new item number.
Generic Item Setup

The generic item number would be identified as a stocking item, and would be set to special order only during Catalog item setup.  This will cause the system to create a po requisition line each time the generic item is ordered, and it also provides some controls on order editing once the po requisition for the item has been converted into a po to the vendor (this limits the ability for the customer or order entry operator to delete the sales order line for the item after it has been ordered from the vendor).
The generic item would also be set up so that it automatically prompts the order entry operator for additional information (defined in a specific AIC Textdata record) when the item is entered on a sales order.  This would provide the mechanism to trap the actual information about the item the customer wishes to purchase.  The AIC Textdata record could be set up to prompt the user for the specific information required to create the new item later in the process (this would most likely include the manufacturer, vendor (if different from manufacturer), the manufacturers item number, and the cost of the new item.  The sales order entry operator would also need to indicate if the item is serialized or not.

Sales Order Entry

The sales order line for the new item is entered using the generic item number (like “NEWITEM”) and the system automatically prompts the operator to record the information for the new part number.  The new item information is saved to an AIC (additional information) comment,  The AIC comment is attached to the sales order line for the generic item and includes the additional information needed to create the new item.  The AIC comment  for the order line can be viewed (or modified if required) from both the sales order processing and from the purchasing systems.
Purchasing

The Purchasing department sees a new requisition line for the “NEWITEM” part number and reviews the information in the AIC comment for the sales order line (purchasing can do this in the Requisition Management program).   At this point, the operator in the purchasing department could.

1. Set up a unique part number for the new item.  Once the new item is created, the operator could convert the generic item in the sales order line and the associated po requisitions to tbe newly created item or notify the order entry operator so they can manually modify the sales order line.  Automating the replacement step would require an enhancement to the po requisition screen (to allow converting the item number in the order number and po requisition line automatically) but this would ensure that both the po and sales order show the correct item number at the time the po to the vendor is placed.  It would also make sense to put the order line on margin hold at this point if appropriate (based on the price in the order line and the commission cost in the new item set up by purchasing).
2. Point the sales order line for the new item to an existing part number (in case the new part is already set up in the system and just was not used during order entry).  This could be done by editing the sales order or by using the same type of option in the PO Requisition program.  Note this might also require changing the order line from a special order to a warehouse line (for cases when the item is already in stock).

3.  Cancel the order line or refer it back to sales.  In situations where the part cannot be purchased, or the cost of the item is above the sales price in the order line, or purchasing determines they do not wish to order the item – for whatever reason, they may need to delete the sales order line or contact sales to determine how to handle the order (this may also require sales to contact the customer).
Warehouse processing

No special procedures are required.  The unique item is set up prior to being received in the warehouse and is treated like any other special order item.
Pros:  
· Each Item is set up as a unique item before it is sold or purchased.  This  simplifies reporting and eliminates costing issues.  Sales reporting, vendor point of sale reporting, etc, use the actual item number.  
· No special procedures for receiving or invoicing item, no new costing logic required.  
· Purchasing has a chance to review all new items before they are created (to prevent duplicate item creation).  Purchasing has control of the information entered for each item (they may be more sensitive to problems caused by incorrect item setup). This reduces possibility you would be processing generic part numbers when items are also already set up uniquely in system (ie duplicate item issues common to all options are less if purchasing has control of item creation). 

· Once the item is received into the warehouse, it can be sold to another customer if required (once the special order po line is received, the item can be shipped to the original customer ordering the product or to another customer (if the original customer cancels the order line after you have purchased it).

· Small amount of enhancement coding is required to implement this option (automating the replacement of the generic item number with the unique item number in the po and sales order line).  This enhancement would be made in the PO Requisition program.

· No complications to ra processing, inhouse warranty repairs due to new items – all orders, purchase orders, invoices, returns, use unique item number (the generic newitem is used only between time sales order line is saved and po for order line is issued).

Cons: 
· Larger number of items in catalog, inventory files than in some options.  
· Item needs to be handled as special order (or possibly as vendor ship – see option 5) to make sure order lines for new items are seen by purchasing.  Warehouse shipments would not be supported (except for items left in stock due to cancelled customer orders).
· Sales order confirmation, vendor po requisitions do not show the actual item number that will be invoiced to the customer until after the orders are updated with it.
Option 3
A generic item such as “NEWITEM” is used during order enty, Purchasing uses the generic item to order the part from the vendor/manufacturer.  The generic item is restricted so that only special order sales order lines can be processed for it.  The Inventory Control system uses specific costing and serialization of each of the generic items received inhouse to handle costing issues.  A label is printed for any of the generic items received inhouse, and this label and special bin processing logic is used to handle nventory control, picking issues.

Item Setup

The generic item number would be identified as a stocking item, and would be set up to allow special order only during item setup.  This will cause the system to create a po requisition line each time the generic item is ordered, and it also provides some controls on order editing once the po requisition for the item has been converted into a po to the vendor.  The item would be flagged to indicate that it uses special costing logic, and it would also be set up to use an AIC Comment during order entry.

Sales Order Entry.

Uses the generic item number and an AIC Comment to trap the information for the new item

A sales order line could be entered for the generic item, and could store the price to be charged to the customer for the item.  Then an AIC (additional information) comment could be attached to the sales order line to allow the operator to record the other information for the item.  This information would include the manufacturer or vendor (if different than the manufacturer) for the item, the manufacturer or vendor item number for the item, the cost for the item and any other required information such as whether the item is serialized.
Purchasing 

Reviews the information in the order line and the AIC Comment for the order line.  At this point, they may need to take the following actions.

1. They convert the purchase order requisition for the order into a purchase order.  The purchasing operator enters the appropriate vendor into the system if they are not already setup, points the po requisition to the vendor, and sets the appropriate vendor price in the requisition line (the vendor for the item and the item cost are specified in the aic comment for the so line).  The po still points to the generic item number, but the po print routine uses the aic information to print the actual item information on the vendor po.  This process could also place a margin hold on the sales order line if the price and commission cost in the line are below a minimum margin (this minimum margin would need to be stored in the generic item or a switch so it would apply to all items sold under this part).
This option would require an enhancement to the po print routines (to allow printing the actual item information for the item being ordered on the vendor po).

2. Point the sales order line for the new item to an existing part number (in case the new part is already set up in the system and just was not used during order entry).  This could be done by editing the sales order or by using a change item option (similar to that in option 2)  in the PO Requisition program.  Note this might also require changing the order line from a special order to a warehouse line (for cases when item is already in stock).

3.  Cancel the order line or refer back to sales.  In situations where the part cannot be purchased, or the cost of the item is above the sales price in the order line, or purchasing determines they do not wish to order the item – for whatever reason.  The sales person can then notify the customer of the pricing issue, or cancel the order line, or try to obtain a similar part (if the original item cannot be obtained).
Warehouse Operations
Receiving – when the generic item is received, the system needs to segregate its cost instead of averaging it into inventory, and it also needs to identify the specific order line that the received item was purchased for (to make sure the correct item is shipped out against each order line with a generic item number).

To do this, 

The item must be identified as requiring special handling - so that the costing used for it is consistent across the system.  

The system would also need to print labels for each of the generic items as it is received.  The labels would identify the sales order number and line that the received part was purchased for and indicate that the product is reserved or purchased for a specific sales order line.  The label would be critical during the warehousing and picking stages – it would be used to id the proper item to be shipped out and to ensure the item is not accidently pulled and shipped out against a different order.

The system would also need to create a serialized inventory record for each generic item as it is received – this record would be used to store the cost for each instance of the item.  The serial record would also store the order number and line that the generic item was purchased for, so that the appropriate instance of the generic item and the correct cost is used for each order line when the order is completed.  The serial number used for the generic items could be based on an actual serial number (if the item is actually a serialized item), or it could be an automatic fingerprint that is just assigned by the system during receiving.
Picking

The pick printing routine would need to specifically identify the item (“NEWITEM”) and the serial number, that should be picked for the order being processed.  The pick routine would find this by looking for the In stock serial records for the item that are assigned to the sales order line being processed.  The pick routine could also print the information from the aic comment for the sales order line (to show the operator the actual item information (ie manufacturer part#) that should be shipped out against the order.
Invoicing 

Would need to use the cost of the item that is stored in the serial record (for a special order item received into stock) vs the average cost of the item as the invoice line for the item is processed (this is critical since the generic item is used for many different items with many different costs).
Invoice Form – would need to print information from the AIC comment for the order, and invoice line to indicate the actual part being sent to the customer.

Pros:  
· Fewer items need to be set up in the Catalog and Inventory systems.  

· No need to update the sales order or po with a new item number as the generic item is used throughout the system.

· The specific costing logic required for this option can also be used in other areas of the system - for dealing with repair or returns issues, configurable systems (ie same item but different costs).

Cons:
· Only special order fulfillment method is supported.  If you force special only, you cannot do vendor ship and warehouse shipments for the same generic item). 
· Requires adding a new costing method to system - this affects inventory valuation reports, requires enhancements to receiving, invoicing, any other program that adjusts item costs or quantities.  
· Reporting is much more complicated as a large number of items are sold under the generic part number.  Actual item information would be stored in comment type data and more difficult to report, query from.  Difficult to determine how many of each of the items processed under the generic item are actually sold.  
· No Monthly, Weekly statistics for actual item sales.  
· Forms printing issues (sales order confirmation, po, invoices, other documents would need to print item information from AIC comment to  identify the actual item being processed (detail in system would just show the generic “NEWITEM” part number.

· Possibility you would be processing generic part numbers when items are also already set up uniquely in system (ie duplicate item issues common to all options). 
· Requires enhancements to block some transactions for generic items (examples include inventory transfer, inventory quantity adjustment (both of which steal specific inventory assigned to specific order lines), average cost adjustment – which could not be used on an item that does not use average weighted cost method.  
· Possible complications with issues like returns processing, warranty repairs, rebates, price protections.(finding the actual item number if only stored in a comment might be tricky when doing ra, or other returns or warranty processing). Costing issues on price protection, rebates if they ever applied to the items processed with generic item number.
Option 4
Similar to option 3 but you only support use of the generic item for vendor shipment fulfillment situations.  This removes some of the major issues since inventory would not be received (?), and the cost of each order line, invoice, would be based on a specific po line.  This option restricts the type of processing that can be done, but it gets you around having to support a new costing method.  
Item setup

The generic item is set up as a vendor ship only item.  This forces the order lines for the item to be routed to purchasing.  The item is also set up so that it automatically prompts the order entry user for the additional information for the new item (manufacturer, manu#, vendor if different, cost).

Order Entry

Enters the order as a vendor shipment line with the generic NEWITEM part number  Operator also specifies the additional info for the actual item wanted by customer.when automatically prompted for it in the Order Entry program. 
Purchasing 

Reviews the information in the order line and the AIC Comment for the order line.  At this point, they may need to take the following actions.

1. They convert the purchase order requisition for the order into a purchase order.  The purchasing operator enters the appropriate vendor into the system if they are not already setup, points the po requisition to the vendor, and sets the appropriate vendor price in the requisition line (the vendor for the item and the item cost are specified in the aic comment for the so line).  The po still points to the generic item number, but the po print routine uses the aic information to print the actual item information on the vendor po.  Note:  This would require an enhancement to the po print routines (to allow printing the actual item information for the item being ordered on the vendor po).

2. Point the sales order line for the new item to an existing part number (in case the new part is already set up in the system and just was not used during order entry).  This could be done by editing the sales order or by using a change item option (similar to that in option 2)  in the PO Requisition program.  Note this might also require changing the order line from a special order to a warehouse line (for cases when item is already in stock).

3.  Cancel the order line or refer back to sales.  In situations where the part cannot be purchased, or the cost of the item is above the sales price in the order line, or purchasing determines they do not wish to order the item – for whatever reason.  The sales person can then notify the customer of the pricing issue, or cancel the order line, or try to obtain a similar part (if the original item cannot be obtained).

Warehouse Operations

In this case, only vendor shipment processing is supported for the generic item so it should not be received into inventory.  This eliminates inventory valuation issues, need for a new costing method, changes to receiving, invoicing programs (assuming the item would never be received – which may or may not be true – ie customer receives via vendor shipment and then returns to you, customer refuses, vendor bills you anyways and sends the product to you etc).

Pros:

· Fewer items need to be set up in the Catalog and Inventory systems.

· Existing code for vendor shipment processing handles costing issues

· No need to update the sales order or po with a new item number as the generic item is used throughout the system.
Cons:  
· Only vendor shipment fulfillment method is supported (this may not work for some items if the vendor is unwilling to ship them direct to customer).
· No support for bringing items in house prior to or after item is shipped to customer (ie if item ever received, the specific costing requirement from last option applies).

· SO Confirmation, invoice, purchase order forms need to print comment info to id the actual item ordered by customer (or from vendor)   This is true before and after purchasing has ordered the part.

· Reporting is complicated – a generic item is saved to the sales order, po, invoice lines and the actual item information is stored in a comment attached to the document lines.

· No Monthly, Weekly statistics for actual item sales.  
· Possibility you would be processing generic part numbers when items are also already set up uniquely in system (ie duplicate item issues common to all options). 

· Possible major complications with issues like ra processing (matching the item being returned to the documents for it that store a generic item), repairs.

· Complications to rebate, price protection processing if they ever applied to the items (finding the actual item number if only stored in a comment might be tricky).  Costing issues on price protection, rebates if they ever applied to the items processed with generic number.

Option 5 
This is a blend of option 3 (special order only) and 4 (vendor ship only) approaches.

It would require a new flag at item level to force non-warehouse shipment – ie you could vendor ship or special order the item, but never process a warehouse shipment.  This would force each so line to be associated with one or more po requisition lines and allow the specific costing or vendor ship costing logic to apply anytime a generic item is processed.  Vendor shipment order lines are costed based on the purchase orders being completed (ie using existing logic), Special order lines are costed using the new specific cost method described in option 3.
Pros:

· Allows both vendor ship and special order processing.
· No need to update the sales order or po with a new item number as the generic item is used throughout the system.

· Specific costing method required by this approach can be used in other areas of the system.

· Fewer items in Catalog, Inventory files.

Cons

· Does not allow use of warehouse fulfillment method (due to costing issues on the generic part).
· Requires same level or higher of enhancements to support (requires all changes for the special order option plus additional code to use new specific costing flag in inventory, catalog to block warehouse fulfillment).

· SO Confirmation, invoice, purchase order forms need to print comment info to id the actual item ordered by customer (or from vendor)   This is true before and after purchasing has ordered the part.

· Reporting is complicated – a generic item is saved to the sales order, po, invoice lines and the actual item information is stored in a comment attached to the document lines.

· No Monthly, Weekly statistics for actual item sales.  

· Possibility you would be processing generic part numbers when items are also already set up uniquely in system (ie duplicate item issues common to all options). 

· Possible complications with issues like ra processing (matching the item being returned to the documents for it that store a generic item), repairs.

· Complications to rebate, price protection processing if they ever applied to the items (finding the actual item number if only stored in a comment might be tricky).  Possible costing issues on price protection, rebates if they ever applied to the items processed with generic number.


