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Managing Inventory with SYSPRO
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Why is Inventory so Important?

Inventory management must be an executive issue. This critical business function is too important to
be the sole responsibility of the warehouse manager.

Management across various industries is becoming more aware of inventory issues for several

reasons:
B As companies grow, the variety and quantities of inventory grow and need to be managed

B In manufacturing companies, as much as 50% of capital is in inventory
m The magjor cost component of many products has shifted to materials
B The link between effective inventory management and cash flow is now recognized

Although inventory is listed as an asset on the balance sheet, it creates liabilities by incurring storage
costs and tying up cash and working capital.

Inventory comprises the items that an enterprise needs to maintain production, provide customer
service and support activities such as maintenance and repair.

Inventory exists due to the uncertainty surrounding demand or supply; inventory acts as the safety
buffer.

Inventory is an expensive asset which needs to be carefully managed and controlled. Complex
decisions have to be made about how much and which items a company should hold overall and
at each stocking location. Additionally, the company needs to know when to replenish, how much

and where,
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Inventory Management

The role of inventory management is to co-ordinate the actions and requirements of a
business so that stocks are maintained af the right place, at the right time, and in the right
quantities to satisfy the demands of customers or of a production process.



WWW.SYSpro.com

Is a System Needed to Manage Inventory?

A spreadsheet can manage inventory sufficiently when there is just one warehouse holding a limited
number of inventory items with a small storage area and a few customer orders. For larger, complex
environments, a more sophisticated type of software is required to help move from ‘managing by
exception’ to ‘managing by information’.

Effective inventory management should be a priority for every manufacturing or distribution business.
These businesses need a unified view of inventory, which requires real-time data at each stocking
location - in fransit, at the finished goods warehouse, on the factory floor, expected components and
raw material from suppliers, and outstanding orders from customers. This detailed real-time data is
essential for effective customer service and profitable management.

Benefits of an ERP system for inventory management

Using an ERP system to manage inventory will assist with a number of goals:

Achieve optimum levels of inventory at the correct locations
Address issues of inventory losses and obsolescence

Reduce the problem of excessive inventory

Prevent interruptions to production through stock shortages
Increase visibility of information about inventory

Improve procurement and replenishment processes

Enable inventory to be managed at a more granular level
Assist with regular, efficient stock takes

Provide addifional aftributes to handle stock befter - lead fime,
supply/demand variability, velocity

For inventory management to be properly achieved, the organization
not only needs an ERP system, but also a level of functional and process
maturity to ensure the system can be used effectively.
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Functions of Inventory Management

Businesses know they can improve profitability and working capital through better inventory
management, but many are not sure where to start or where savings can be found. They face an
ongoing balancing act as they try to:
m Carry enough inventory to respond quickly to customer demand and minimize
tfransportation costs
m Minimize investment in inventory to reduce warehousing and storage costs

With an inventory management system, improvements can be achieved
in the following functions:
1. Control stock:
B Quantity
m Accuracy
® Quality
m |dentification
2. Support regulatory compliance for:
m Product fraceability using lots or serial numbers
m Product handling with associated handling notes
Optimize the order and replenishment process
Optimize customer service levels by having the right stock at the right
location
Regulate movement and distribution requirements
Manage inventory valuations and costs
Provide for inspection rules and points
Monitor sales and production trends to plan and forecast inventory
requirements

o

®NOo O

Inventory Classification

Inventory is normally classified according to how it is used in the business value chain:
Raw materials

Components

Work-in-Progress (WIP)

Finished goods

Maintenance, repair, operations (MRO)

|
|
|
|
|
® Pipeline - inventory in the transportation network
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Inventory Management Functionality

Product
Configurator

SYSPRO
'Il_'l(‘)atceab”ity N INVENTORY
MANAGEMENT

Sales Orders, Counter
Sales, Blanket Sales
Order and

Trade Promotions

Purchase Orders (p/o)
and

Landed Cost Tracking
(Xap]

Inventory control

Inventory information

Inventory recording in SYSPRO is usually done at
the *Stock Keeping Unit in a Location (SKU-Loc)’;
however, inventory can also be classified into
product classes and groups for integration into
the General Ledger, Sales Analysis and Reporting
as well as for defining sales promotions. SYSPRO
Inventory Families and Groupings provides the
tools to arrange ‘collections’ of stock keeping
units (SKUs) into hierarchies and groups of similar
items, classified in a way that is meaningful to
your business for forecasting and optimizing
purposes.

SYSPRO understands that it is extremely
important to manage and have visibility of
the entire inventory management chain; items
should arrive in good condition, be allocated
tfo the right location, tracked as they move
through the warehouse, and dispatched to the
right desfination. At any stage the inventory
query function can provide a view of quantities
in stock, ordered, inspection, in transit between
warehouses, allocated to sales or work orders.

To monitor stock, SYSPRO provides various
queries, reporting options, dashboards and
desktop gadgets.

Return Merchandise
Authorization

Requirements
Planning

Work in Progess

> Factory Scheduling

. General Ledger

Warehouse allocation

Stock must be dallocated to at least one
warehouse, but quantities may be allocated to
multiple warehouses and movements between
warehouses can be initiated and fracked. As
warehouses will probably be in different locations
where the costs might be different, SYSPRO
allows for different costing methods and costs
per warehouse.

Bin allocation

Stock can optionally be assigned to a bin for
easy location when picking or packing. SYSPRO
allows stock to be receipted to multiple bins with
a free format bin numbering within a warehouse.
At any stage there is visibility into the quantity of
stock at each bin location.

Receipting

SYSPRO offers a two-step receipting process,
adllowing users to optionally receipt items into
inspection and, after the items have been
checked, to accept them into inventory. Itfems
which fail quality checks can be scrapped,
refurned to suppliers (purchased items) or
reworked to meet proper specification.

5
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Stock Taking method

With SYSPRO, standard inventory stock takes
can be done, or cycle counts performed, on
a selected range of inventory items, using for
example:

Unit of measure

Supplier code

Product class

ABC class

Bin location

This function takes a snapshot of the selected
inventory at the current time (i.e., the costs
and quantities for the selected stock items
are saved). After counting, any additional
quantity counted for an item can be added to
the quantity previously counted for that item.
Alternatively, the additional quantity counted
can replace any previously counted quantity
for an item. If any fransactions have been
performed against the stock item since the
stock take was initiated, the quantities of the
fransactions will be taken into consideration
when generating variances between original
quantity and counted quantity.

SYSPRO also supports stock count data that is
captured via a third-party application.

Support for different units of measure
SYSPRO provides different units of measure
(UOM) for inventory. The standard unit is the
stocking unit of measure, but other UOMs are
as follows:
® Inventory unit of measure - for stocked
items
m Cost unit of measure - used for the
inventory cost of the item
m Alfernate unit of measure - an
alternative unit of measure for the sale or
purchase quantity
m Ofher unit of measure - an additional
unit of measure for sales ordering
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Support for Product Traceability

Serial and lot traceability

SYSPRO'’s lot traceability and serial fracking functionality enables an item to be tracked through
the manufacturing process, from receiving (purchasing raw material) through manufacturing,
assembly, inspection, and stocking to the final dispatch stages. This lets the manufacturer keep
tfrack of the item being manufactured for compliance and quality assurance purposes, or o view
what materials were used in the production process. Goods are received at the stores, inspected
and accepted into stock. These stock items then have lot or serial numbers aftached to them.
When the goods are issued to a job, the lot/serial number is recorded. Once the item has been
utilized within the manufacturing process, it is receipted into stock and assigned its own unique
lot/serial number, which is recorded. These stock items are then sold to the customer, still with the
lot/serial number aftached. If the item is a non-stocked item, they also have lot/serial numbers
aftached to them. In the event of a recall, the user can view what finished item/lots the lot went
info and who bought the items. The item can be traced from supplier through the manufacturing
process and tfo customers which have received the non-conformance material.

Program List -

Program description Program

[ Inventory Planning
[ Product Configurator
a Lot Traceability

arent ot 4 Lot details

[§ Traceability Query LOTPEN
EE{LotTraoeability Up and Down Query LOTPUD
EaComponent to Parent Lot Tracking Query IMPEBLP
EaComponent to Parent Tracking Query WIPPET
4 Reports
1Zh Traceability Report LOTP30
4 Browses
[EBrowse on Lots IMPBLO
[ Browse on Archived Lots LOTPB1L
4 Setup
[ELot Maintenance IMPBLA
[1]Purge and Archive LOTPO1
[ Report Writer
[ SYSPRO Analytics
I SYSPRO Workflow Services
> SYSPRO Reporting Services : Stock code: LOTIOD * Q el numbe Lot nurber 0000000000500 -} [Qlareticsi| F -] Q g -lQ b 6o i
[ SYSPRO Espresso Parent Details ~ 30 Serial Number Information ~eEx
b SRS Documents :‘:ﬂ“: DegHoanATEn Y “ Lotnumber ‘Serial number Warehouse Customer Customer name. Customer e-mai Customer telephone | Job Quantity g
. . " Stock descrpton TheEale s M et g
[ Business-to-Business Trading BTy =
I SYSPRO to SYSPRO Interface Yershores desrpton =
[ Administration Upstream Tracking par e
b \tilities Upstream tracking b Lot Viarehouse Quantty Stock code. Unitofmeasure | Binnumber Upstream Tracking Details ~80x

L4 g LOT100 -002000000000500 [2E]| Lot rumber 0008
e Last transacton date 0904013
2 1) Lot quanbty onhand 006
Ja g ventory Recest TOCQHORY 100 E
| o001 0000000006005 5001366000 (07160 E Lot expry date
La o Adwstment - . 4 Stock code details
L Stock code LT
000001 000002000000500 FG ~460,000000 LOT100 £ g e
Warehouse
Downstream Tracking ~aox
Downstream tradang. Customer Quantty Stodk code. Lot Sales order Warehouse Downstream Tracking Details. ~ 80 x
Parent Lot Customer shos =
L4 yy1om100 - 0000000000500 Customes name. E
# Ship To address
La gy snventory Mavement 2o
'» Recept 500.000000 Strest
& Adystment ~460.000000 aty
Localty
state
===
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Order and Replenisnment

Releasing or depleting stock from a warehouse

Depending on the type of business, different inventory depletion
methods are available. These include:
m Sales order entry, point-of-sale and back order release
m [ssuing of stock to Work-in-Progress
m Backflushing - by receipting a finished good into stock, the
components are automatically depleted
m Kanban to achieve having the items available Just In Time (JIT)

i File Options

i Job 00634 v 4 Prev p Next Q| Transaction type: Kit lssue v | Post

Kit/Specific Issues ~0O Job Details ~r0

Change Quantities [ Query» _ Job 00694
Job desaiption Bicyde
e |Description [ |uom | Quantity free| Quantity req... | Quantity to ssue | Quantity issued | ErrorWarning message | g0 oa

TS Speedieuran e By W ER HEHD
I5SpeedMontanBke s N EA 235,000
At02 15SpecdMountanBie Ladies N EA 17000
s0T100 Sales Order Transfer E EA ~1.000000 1.000000 0.000000 0.000000 Insufficient o hand Quantity outstanding 1.000)
811l Diamond Frame SAEA 328,000 Loo0 1000 0.000 QiR manlecired 0.0
Bi12 Drive Train Asserbly RM B4 21,000 1.000 1.000 0.000 Quantity saapped D

1000
5.000

Warehouse [
Quantty to manufacture 1,000}

Unit of measure 3
Transaction date azhz/2015

ding: 10.000
o it: 10.000

2015/07/07
Kt tme: 1105

2015/07/07
te: 2015/07/21 || Pan: 0.000 Kit authorized
KIRSTY VILIOEN

Bicyde  Queue date: 2015/07/07

B1201 Bottom Bracket 000000 RM 10.000 10.000 0.000 65,000 1234568629
B2 Double Butted Iron Tubing 000000 RM 10.000 0.000 0.000 1913700 1234568629
81203 Frame Paint -Pewter 000000 RM B 10,000 0.000 0.000 2,927,500 1234568629

gg

Replenishment

Inventory managers must determine the rules by which inventory will be replenished, so that the
right inventory items are ordered, in the right quantity, at the right time, to the right destination.
Maintaining an appropriate level of inventory is critical for both customer service and profitability.
Too much stock, or obsolete stock, increases business costs. Not enough stock, or the wrong stock,
means that customer demands will not be met.

SYSPRO provides many of the standard processes and rules for inventory
replenishment, including:
® Lead times for:
® Bought items - this is the number of days it fakes for a supplier to
deliver an item from the date the order was placed
m Made items - this is the number of days taken to manufacture
the stock
® Buying and batching rules - buying rules refer to bought items, and
batching rules o made items, but they can be used
inferchangeably. Among the rules available in SYSPRO are:
Lot for lot
m Economic batch quantity
m Fixed time period
m Order point
B Minimum/maximum order quantity

Standard order policies can be set for the entire business, or different
policies can be applied by warehouse.
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Support for different lead times

Stock items can have different lead times depending on whether they are bought or made.
SYSPRO supports both in addition to other lead time options, such as transfer lead times (the fime
taken to transfer goods fromn one warehouse to another), dock-to-stock (the days a stock item is
required to be in stock at the source warehouse prior to transfer), manufacturing lead time (the
number of days it takes to manufacture a made-in-stock item, assuming that all the raw materials
are available).

Warehouse Values vax
Warehouse Values | Warehouse History  Movements
Worchouse nalocated onhend| Mocated tosaesorders| I nspecton nranst Onoder|  Onbadcorder|  AlocatedtoWIP| Futre free
0 000 0000 00 000 o000 0
WAREHOUSEL o o0 o0 o 0000 ) 0 00 %0
AREOUSE2 002 0000 0000 000 0.0 0000 0000 0000 00

Approved and alternate suppliers

To maintain quality of stock, guarantee certainty of delivery, or as a means of getting preferential
pricing, businesses may appoint approved suppliers. When an item is requisitioned, procurement
rules should ensure that the order goes to an approved supplier. In the event that the supplier
cannot deliver as required, there should be an alternate supplier who can be contacted.
SYSPRO’s Purchasing modules allow these kinds of rules to be set and specific suppliers to be listed
as approved or alternate for the stock items.

Review Criteria ~ 20 Contract Prices for Supplier: 00003 Stock code: 36022005 ~20x
Start review | Cross-References  Autoload Values ~ = Viewr Delete Add &=
4 Options 4 All Suppliers 0
e |- 00001 - Bicydes Unlimited
4 Supplier selection |-4 00002 - Accessories Unkmited
@l L. stock codes
Supplier filter ORange |-+ 00003 - Mult Media Promotions
Osingle L 4 Stock codes
From supplier [ 000000516350001 - TESTING COOE 1 Add
To supalier [ DDODOOS27650002 - TESTING CODE 2 add
4 Stock code selection ) | 32042004 - Testing Code ¢ Add
ctock code flter -%inga |- 35022001 -ECC Wlnspection Add
Osngle |- 36022002 -ECCW/O Inspection Add
From stock rode |- 35022003 -Batch Serial W Inspeciion add
To shodk code |- 36022004 -Batch Seriel W/ Inspection Add
4 Contract selection [ 36022005 ~Manual Serial W Inspection Add
Qa1 I 36022006 - Manual Serial W/O Inspection Add
Contract fiter (ORange |- 36022007 -Non£CC W Inspecton add
sngle L 35022008 -NonECC WJO Inspection Add
Fromcone | 37352001 - Techrical Information acd
B I"";m |- 38215007 - Testing Code 7 Add
Start dale scketin — |- 38216010 -Testing Code 10 ad
ORange |- 455620002 - Testing Code2 Add
)Sngle |- 529620003 - Testng Code 3 acd
|- 529620004 - Testing Code 4 add
To start date |- 608610001 - Testng Code L acd
4 Expiry date selection |- A0 - 15 speed Mountan Bike Eoys add
SM [~ A101- 15 Speed Mountain Bike Girls Add
Expiry date fiter s |- A110 - 18 Speed Mountain Bike Boys add
. e - 200 -Bicyde Pump Acd
From expiry date
To expry date |- A201-Bicyde Chain and Lock Add
= A202 -ﬂ: IEE aﬁd! ).(l]'lIEIE( Add
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Movement and Distribution

Managing warehouse transfers

Having the right amount of stock at the right time is not helpful if it is in the wrong place. With
SYSPRO, inventory managers can use the Supply Chain Transfer (SCT) functionality to transfer
stock between warehouses. SCT allows lead fimes and warehouse buying rules to be specified.
Transfer costs can also be included in the calculated cost of the product at the end destination.

Reserving stock

Stock can be reserved for sales orders or jobs as reserved lots or specific serial numbers for

component items.

Available-to-promise

The available-to-promise (ATP) functionality in SYSPRO enables a sales person to make delivery
promises to customers in terms of quantity and date based on available stock, planned production

or purchase order receipfs.

i File Options

: Stock code: B100

Warehouse
4 BI0O
| E-Eastem
|- Fe-Finished
|- n-Morthen
L s-southem

o List of wareh...

~0O

v 4Prev b Net Ml Q| #fiFind [T Change date | Change Rev/Rel B
Stock Code Information = & x  ATP:FG - Finished =
Stock code B100 Date | Regular| Cumulative |
Description Bicyde w7725 0.000 38.000
Long description Farent 24072015 Cry et
Stocking unit of measure EA SEiTis i s
Part category M -Madein
Product dass EGC - Finished G e it s v oy
Date stock code added
Eeclien L] Details: FG - Finished - ax
Current Rev/Rel:
RevisionRelease Date  |Reference  |Demand quantity| Supplyquantity|  Projonhand|  ATPreguar| ATP cumuiative |
4 Time Fences 08/04/2015 5/0 000851 10.000
Make to order No 08/04/2015 5/0 000853 10.000
Demand time fence(DTF) Not required 08/04/2015 50 000854 10.000
Transfer time fence(TTF) Not required 08/04/2015 5/0 000855 5.000
Manufacturing time fence(MTF)  07/07/15 + 08/04/2015 5/0 000858 5.000
Planning time fence(PTF) /15 + 07/07/2015 Stock SFoet
Planning horizon(PH) /15 + 180 e =i
07/07/2015 0.000 -38.000
21/07/2015 e TR TR e TR e
26/07/2015 sempTEmss mespyp s
24012016 s=epy === sempy =
e
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Valuation and Cosfing

Costing methods
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Proper valuation of inventory isimportant and necessary for financial reporting. Different inventory
valuation or costing methods are used to calculate the cost of goods sold and of ending
inventory. A single costing method can be applied to all warehouses within a company, or various
costing methods can be used within the company by assigning different costing methods to

each warehouse.

The methods available in SYSPRO are:

m Average
Whenever stock is received into
a warehouse, the average cost is
recalculated based on the current
quantity and cost on hand, as well as the
new quantity and cost received.

m Standard
Companies create a standard cost
to ensure that the total actual cost
variance accumulated between the
change periods does not exceed
the total standard cost that has been
estimated for the periods.

m Actual
Typically used for lot-traceable or
serialized products, where the cost af
which the goods are received will be the
same used for the cost of sale when sold.

m Activity-based costing
The total cost of an item will not only
include the physical cost but also the
cost of all purchasing and/or selling of
manufacturing activities.

m Last cost
Often used for replacement cost such as

* File  Edit
P New | X Calculation code: | Ins
Calculation Code Details

New | Add g} Field 1

~|M 4Py b Net M Q

~ * Calculation Code Formulae

| |Feld 2

insurance provision.

FIFO (First In First Out)

This is calculated from oldest to latest
receipt cost and quantity in stock and is
always issued at oldest cost. FIFO costing
ensures the oldest receipted item is
issued or sold at the oldest cost.

LIFO (Last In First Out)

This is calculated from newest to oldest
receipt cost and quantity in stock and is
always issued at newest receipt cost (not
legal in some countries). LIFO costing
ensures that the latest receipted item is
issued or sold at the most recent cost.
Landed Cost Tracking (LCT)

This calculates expected costs based

on predefined calculations of all landed
costs of an imported product, inclusive of
duties and exchange rates, and provides
detail reporting on actual variances
between expected and actual costs.
LCT allows for cost apportionment rules
across multiple products in a shipment.

-~ B x

| |Field 3 | |Field 4

PRICE
$RES1
$RES2

Description Insurance

4 Formula details
Field 1 PRICE
Operand 1 +
Field 2 &Ship
Operand 2 +
Field 3
Operand 3 =

LS pr—

Vesse 530699

+ &Ship
+ DUTY1
=2

v M 4Prev b Net bl O, &) Notepad _

Field 4
Vessel Details
556539

Shipment Lines
stipment/sto.... Purc.
4 o7eselas
LCT... 000426
outy
Insu,
Ral.

Stor...
o7ase/as
LCT... 000426
Duty
Insu,
Rall
Ship...

TTTTT L T T

Star of the Sea
1042012
030512012

~ #0 Route Information

Uine |Cu... [ Su... [Ship q... [Uom |W..|Recelv... [Exch... | M..|Expect... |actual . |GRN v... [mn...| A

LER 00.. 10000...EA N 0.000000 0.57.. M

2EUR 00... 1000.0..EA N 0.000000 0.87.. M

+ &Store = $RES1
+ &Rail = SRES2
f %PERCENT

Shipment Totals

Total expected
000 000 000

104886 000 000 No
00 000
000 0.00
1200000 000
70000 0.00

Total actual
Total GRV

000 No Calaat

000 No
0.00 Mo
000 No

000 000 000
104886 000 000 No
uzms0 000
55000 0.00
132500 000

000 No
0.00 Mo
000 Mo

11
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Pricing of inventory

Pricing methods

Pricing is one of the important strategic decisions that a business must make, as selling goods at
the correct price is important for profitability and sustainability. However, there will also be a need
to occasionally move stock by providing a discounted price through a promotion. In addition,
customers will occasionally want to negotiate a special price for a period of time or specified
quantity. Sales people should also be given an opportunity to negotiate and add a discount as
needed, within certain rules.

SYSPRO provides extensive manual and automated pricing functionality for sales transactions
as well as the capability to include confract and discount pricing terms. The pricing methods
available in SYSPRO are:

®m Manual pricing m Discounting

Price and price unit of measure are
requested and manually captured for
each line on a sales order or quotation.
m Simple pricing
Automated pricing where multiple
price codes can be defined against
a stock item, but only a single price
or discount code is allocated per
customer. It enables different customers
to be charged a different price for the
same item.
m Extended pricing
Automated pricing where up to
26 price or discount codes can be
adllocated to a customer. It enables
customers to be allocated a price
category per groups of stock items.
m Contract pricing
This enables a contract to be set up
with a customer or buying groups to
provide items at a certain price for a
specified time period.

A variety of discounts can be defined
and automatically applied when
entering the sales order, or a salesperson
can manually enter a discount.

Trade promotions

For businesses that use special

pricing, quantity discounts and other
promotional activities to increase
demand, SYSPRO offers the Trade
Promotion Management (TPM) module.
This module provides the functionality
to include deductions and allowances,
complex discount structures, as well as
loyalty-based pricing on stock items.
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Planning and Forecasting

Inventory forecasting

Inventory planning can be accomplished by analyzing sales history to forecast future demand using
SYSPRO Inventory Forecasting. For manufacturers and distributors, the output of Inventory Forecasting
can be used as the input to Material Requirements Planning (MRP) using SYSPRO's Requirements
Planning module. This will result in materials being purchased or made so there will be supply in the
correct location according to the projected demand.

Inventory Forecasting provides the capability to create and maintain forecasts at the Stock Keeping
Unit in a Location (SKU-Loc) level.

SYSPRO Inventory Families and Groupings allows the user to create and maintain forecasts at levels
above SKU-Loc. For example, a forecast for a single product could be produced at company level,
regional level and warehouse level. The user can define how the higher level forecasts are set up.

Options

i Functions v Parameters [ Save Resuts _
Level Totals v #0x gl Pareto Graph v 20X

Parameters | Level Totals i [ & [ [[style | appesrance

100 000 000.00
a0 | 2 [ class
54700000 | F 5000000000 M class &

Total items
Pareto Results -

Pareto Summary _ Pareto Results

Stock code
a100
For330
A101
5100
For310
FoR3:0
a102
FoR300
FoR400
For 100
FOR410
Fors10
G900
A103
a132

= Qunsty| om | saes vale ot o] onhandy A
Do 7eiom B Deeyse  6R0mT  4wol | Lmam
W memom @ s ewewee  aoeemoo  imo
% mmam s awemLe  semmnm  aeOsLe e
o moow m semown  zmime  saiss 30w

w o0 B 7000 4smws0 268750 7
w svsom B 70410 40w 24520 w2
55 wemow @ eussmm  3emenm  z@zsme  emam
i MO A SSSISN0 3660600 LwSsR® 5178
W smom B 4aens  20abu Lesen 4w
M SO0 A A4S0 29mBL  L300a00 8048
W AmsSOM B SS07LS0  2oalss  Laesesos 29
w a0 s s 20000 numemm %5
5 awssOm EA aesesis0 L7l 910200 10252
s MmO B 2ABE000 1525000 ssLI0m 2156
» o0 A aweo000 152000 sissnm isem
f—e— w20 | ssmman| | massmseiwm | eeses| Hauonis | 1517,

Inventory optimization : .

SYSPRO Inventory Optimization takes a holistic view of inventory levels and provides the
methodology, tools and processes to ensure there is the right balancing of inventory within the
supply chain to achieve desired customer service levels while minimizing total supply chain cost.

Optimization seeks to find a balance of the different types of inventory:
B Basic stock - the exact quantity of an item required to satisfy a
demand forecast
m Seasonal stock — a quantity build-up in anticipation of predictable
increases in demand that occur at certain times in the year
m Safety stock — a quantity in addition to basic inventory that serves
as a buffer against uncertainty

Inventory Optimization includes the capability to identify slow or erratic
demand stock codes.
The process steps for optimizing inventory are:
1. Understand the importance and behavior of each stock in each
location
2. Get the best possible estimate of demand (a sales forecast)
3. Decide on the appropriate stock levels and target service levels to
meet the demand
4. Replenish fimeously to stay within the targeted stock and service
levels

13
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The tools in SYSPRO’s Inventory Optimization module include:
m A comprehensive Pareto analysis tool to rank stock codes in
one of five dimensions (sales value, cost of sales, gross profit,
quantity or hits/tfransactions) at any of six levels (stock code at
company level, warehouse, product class, supplier, planner or
buyer)
® An integrated stock classification capability to segment stock
codes according to any one of six views or a combination of:
m The business view
B The behavior and importance of the stock code in a location
m The market view identifying where the item is in the product
lifestyle
m The availability status of the item, whether it has immediate
availability (ex-stock) or delayed availability (make- or buy-to-
order)
m The forecast status - whether the item is to be forecast or not in
a partficular location
® The methods to create a forecast, all utilizing a range of algorithms
as well a competition method for SYSPRO to select the best
algorithm
m Powerful stock policy and modeling tools to set time-phased
target stock and service levels

The Inventory Optimization module allows stock policies to be set using a
targeted service level. This can be done using one of three methods:
1. A normal distribution used for stock codes with regular demand
2. A Poisson distribution based on hits/transactions for slow or erratic
demand stock codes
3. A Poisson distribution based on demand, also for slow or erratic
demand stock codes

Inventory Forecasting and Inventory Families and Groupings have three
powerful algorithms that deal with level, trend and seasonality. Use can
also be made of the Competition Method by which SYSPRO can select a
seasonal algorithm for stock codes that require it.
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Period | From date To date Net sales| Sales| Credits| Adjustments | Comment "
Warch 01/03/2010 3103/2010 266.000 2%6.000 0000 0.000

February 01/02/2010 28/02/2010 230.000 239.000 0.000 0.000
January 01/p1/2010 31012010 242.000 242000 0.000 0.000
December 01/12/2009 31/12/2009 223.000 23000 0.000 0.000
November 01/11/2009 30/11/2009 223.000 23000 0.000 0.000
October 01/10/2009 31/10/2009 227.000 2700 0.000 0.000
September 01/09/2009 30/05/2009 204.000 24000 0.000 0.000
August. 01/08/2009 31/08/2009 225.000 25000 0.000 0.000
Sy 01/07/2009 31/07/2009 229.000 29000 0.000 0.000
June 01/06/2009 30/06/2009 218.000 218000 0.000 0.000
May 01/05/2009 31/05/2009 207.000 207000 0.000 0.000
Apri 01/04/2009 30/04/2009 183.000 183.000 0.000 0.000
March 01/03/2009 31/03/2009 206.000 206,000 0.000 0.000
February 01/02/2009 28/02/2009 171,000 171,000 0.000 0.000
January 01/01/2009 314/01/2009 164.000 164,000 0.000 0.000
6,026.000 6,026.000 0.000 0.000
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SYSPRO provides comprehensive inventory management tools
to ensure there is visibility of inventory across the supply chain
to meet the demands of the business, thereby eliminating
overstocking and the tying up of capital.
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About SYSPRO

SYSPRO is an internationally-recognized, leading provider of enterprise business solutions. Formed
in 1978, SYSPRO was one of the first software vendors to develop an Enterprise Resource Planning
(ERP) solution. Today, SYSPRO is a global company, represented on six continents and by more than
1600 channel and support partners. Fiffeen thousand licensed companies across a broad spectrum
of industries in over 60 countries trust SYSPRO as the platform on which to manage their business
processes.

Customer focus is a core component of SYSPRO's
corporate culture and one of the key reasons for
SYSPRO's strong leadership position in the enterprise
application market. By focusing on people and
building lasting relationships with customers and
partners, SYSPRO consistently excels at guiding
customers through all aspects of their adoption
and ongoing usage. The aim is to deliver world-
class solutions that give customers the conftrol,
insight and agility they need for a competitive
advantage in a global economy. As such, SYSPRO
provides a uniqgue combination of robust, scalable
technologies that ensure minimal risk and a high
return on investment.

SYSPRO continually develops remarkable software
at simplifies operational effectiveness and keeps
tfomers in control of their businesses. Our vision
cused on meeting customer needs today and
future.

SYSPRO provides a unique combination of
robust, scalable solutions that ensure
minimal risk and a high return on investment.
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