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SUBCONTRACTING PROCESS

What is subcontracting process?

In subcontracting process, when a company outsources parts of its manufacturing to subcontracting vendor. It’s being processed
by subcontracting vendor, convert it to semi-finished or finished material and deliver back to the company.

Example with subcontracting process Scenario:-

Customer order 100 numbers of knuckle joint. Company is giving 100 knuckle joint parts to subcontractor vendor for assembly
of knuckle joint.
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Parts of knuckle joint:g
1. One eye end
2. Two eye end
3. Knuckle pin
4. Collar
5. Taper pin
Bill of material:-
SI No. PARTS QUANTITY MATERIAL PRICE
1 One eye end 1 SS 450/-
2 Two eye end 1 SS 750/-
3 Knuckle pin 1 SS 200/-
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Collar 1 SS 80/-
5 Taper pin 1 SS 20/-

Detail of Scenario :-

100 numbers Knuckle joint Parts produced in a company is outsourced to subcontractor for assembly. The subcontractor will
assemble all the parts of knuckle joint and return it to the company. The company will pay only service charges to the vendor.

1.Create material:-

Create parent material and child material of knuckle joint using material creation Tcode MMO1.

Parent Material -270856 - knuckle joint
Child Material 1- 9449570431 - One eye end
Child Material 2- 9449570439- Two eye end
Child Material 3- 9449570446- Knuckle pin
Child Material 4- 9449570447- Collar

Child Material 5- 9449570448- Taper pin
Created material list in SAP with price details:-

Material Piant | Val Type Description LastChange MTyp Mall Group B. PGr ABC Typ VaICI Pr Price Crcy |/ Created by
I*vogz— ): 0150 Knuckle joint 03.11.2022 ZNIK 00101  EA 001 79205 1.500.00 EUR 1 NEWMMS2
9449570431 0190 One eye end 03.11.2022 HALB 00101  EA 001 7900V 45000 EUR 1 NEWMMS2
9449570439 0190 Two eye end HALB 00101  EA 001 7900V 75000 EUR 1 NEWMMS2
9449570446 0180 Knuckle pin HALB 00101  EA 001 7500V 200.00 EUR 1 NEWMMS2
9449570447 0190 Coliar MALB 00101  EA 001 7900 V 80.00 EUR 1 NEWMMS2
9449570448 0190 Taper pin HALB 00101  EA 001 7900 V 2000 EUR 1 NEWMM92

2.Create vendor:-

Create vendor for subcontracting process using Tcode XK01.

Vendor -7000000372

3.Create Bill of material :-

Create Bill of material for knuckle joint which includes quantity of parts required for knuckle joint assembly and these detail
used while creating purchase order. Tcode used to create BOM is CSO1.

Info@ambikeya.com || www.ambikeya.com || +917746805189


mailto:Info@ambikeya.com%20%7C%7C

Matenal Document General

ftem ICt Component Component description Quantity Un Asm Sis Valid From Valid 1o
010 One eye end 1 EA 03.11.2022 31,12.9999
L Two eye end 1 EA 03.11.2022 31.12.9999
L Knuckie pin 1 EA 03.11.2022 31.12.9999
3y Collar ] EA 12.99409
0050 L 9440570448 Taper pin 1 '3-1 1;1; 12,9909

N =,

4.Create purchase info recordis

Here we create subcontracting PIR for a parent material that is Knuckle joint. This subcontracting PIR includes service
charges for Subcontractor vendor. In this scenario service charges is INR 250/- for one assembly of knuckle joint. PIR is

created using Tcode ME11.

Purchasing info record number - 898555110

Vendor 7000000372 Caliper engineering and lab pvt 1ltd
Material Material Short Text Info Rec. De
P.Org InfoCat Plnt PGp Plan Time Minimum Qty Un Var
Price Origin Net Price Currency Qty Un Document Item QDp
| _000000000000270856 Knuckle joint 898555110
Lj 1000 Subcontracti 0190 001 5 Days 0 EA
Condition 250.0000 INR 1 EA Net 31.12.9999
Pur. Order 250.0000 INR 1 EA 4500027205 00010 03.11.2022

5.create purchase order :-

Here we create purchase order for Knuckle joint parent material. This parent material includes all child parts. In this PO price
included is the service charges for subcontracting process. The service charge for each assembly of knuckle joint is INR 250/-
hence total value of PO for 100 numbers knuckle joint assembly is INR 25000/- . PO creation is done using Tcode ME21N.
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Purchase Order number 4500027205

In this step we are issuing knuckle joint child material to the vendor to complete assembly process. 100 numbers of knuckle

material is done through Tcode ME20. Before issue of a material :-

joint parts is issued to the subcontracting vendor and through this process we are keeping record of issuing material. [ssuing
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After issue of material
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r (2] Caliper engin e td Mangalore
Matarial Plnt Short Text gatch Stock
Rogt/Receipt aty Available SC S
JeaagsT04aL 0100 One eve end 188 EA 19
Requirements via SC Orders o0 EA]
2449576430 U100 Twd =ye eni 188 £& [
Requirements via SC Orders -
449570440 0180 Knuckia pin 100 EA 5]
Requirements via SC Orders A — Y
BA49570447 0198 Collur 108 EA
Requi rements via SC Orders - (—— T Y]
Daa9sTI0440 050D Taper pin 100 E& 5]
# Requirements via SC Qrders . & EA]
Supplied child material quantity in warehouse:-
Material Materisl Description PINL Name 1 [
Sloc 5L Unrestricted Unit Transi t/Transt I[n Quatity Insp Aestricted-Use Blocked Reaturns |
Toral Value Croy value Total Vaiue Total Value Total Valpse Total Velue|
PA495T0431 One eye ang $190 Galaxy Musicatls US Plant ‘
ST161 ( EA 3] %]
0 FUR 0 0 06 ‘
B420ET0430 Two eye end 8190 Galaxy Musicals US Plant
S0l 0 EA 1] Qa
BA40ETOL44 Knutkle pin 0100 Galoxy Musfcols US Plant ‘
5101 EA 0 0 0|
EUR 0 ). 30 a0 ‘
2449570447 Collar £190 Galaxy Musycals US Plamt ‘
ST01 EA 0 0 i
i 0 EUF ‘
Dasesiiaass Tapor pin P100 Galaxy Municats US Plam ‘
o f 0 a ‘
EUR 10 0o
JTH ‘
0.00 EUR Q0 0 3 1] 0o
Stock of knuckle joint parts shown in Tcode MMBE (list of warehouse stocks) after issuing to vendor :-
Client/Company Code/Plant/Storage Location/Batch/Special Stock ’ Unrestricted use
~ = Full \
~ E5 1000 IDES AG
~ [=3 0190 Galaxy Musicals US Plant
Stock Provided to Vendor 100.000

The parent material will be in on-order stock because material is being processed:-
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v (% * Cancel
Selection
v ~
270856 [
Stock Overview
v ¢ , .
¥ IA LD 4l | A Detailad Display
Clent'Comgiany CocadPlant/Storage Location/Batch/Special Stock Urrestncted use Qual, Inspechon Reserved Rept raservahon On-Oroer Stock
A Foll 100.000
20 DES AG 00 00
Galaxy Musicals US Plant 100.000
£ STO1 Instrument

7.Receiving material from vendor :-

In this step after the assembly of knuckle joint is completed parts are received from the vendor. While receiving material good
receipt is done for documentation purpose and for payment.GR is done using Tcode MIGO.

Movement types involved while receiving a goods are:-
101- 100 numbers Assembled Knuckle joint(parent material) is received through 101 movement type.
543-100 numbers Knuckle joint parts(child material) consumed for assembly is show through movement type 543

01 Goods Receipt RO1 Purchase Quoer ' > L8
General vendor
1 liper engineerng af an
11
- ) hon Te OK - Oty in UnE EUr w1 Cant M 1 v
ANUCKW oy EA  Ishument
One oye ar
Tao oye ong 1
nucile pe E
W £A 3
Taper o EA

Material document number 9899000802

S
After receiving knuckle joint (parent material) stock is added to warehouse:-
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v

Cancel

Selection
Material 270856 H'J]mu kle joint
Material Type ZNIK Finished product STD re
unit of Measure EA Base Unit of Measure

Stock Overview

(¥](Aa

)

Client/Company Code/Plant/Storage Location/Batch/Special Stock

] [‘ {] ['i.i'IAj] {W( Detailed Dl':p(uy]

Unrestricted use

s - Full 100.000
[ll)) 1000 IDES AG 100.000
[sn 0190 Galaxy Musicals US Plant 100.000

dilk STO1 Instruments 100.000

Qual, inspection

Accounting details :-
1.BSX-For finished product with the value of BOM components + subcontract services.
2.VRX-for subcontract services GR/IR clearing account

3.BSV-for finished product-change in stock account (used in subcontracting process to balance out the factory/subcontractor

output)
4.FRL-for subcontract services of offset GR/IR clearing account.
5.BSX-for BOM component inventory posting.
6.GBB-for subcontract services-consumption of BOM components provided to subcontractor.

Data Entry View

MELYS A M2 2 |
Co  Hem PK SCAscount DiAeTTy Trs Description Acunt Curr AmosntinLC SusA Proft Center  Segment
1000 186 300000 §S BSX Iventory - Ruw Mats 150.000.0000 AR 150.000.00
29 4000002 HS  WRKGRIR Accoun 250000000- \R 00000
39t 400000 HS 85V Consumptn, raw mat 1 150.000.0000- AR 150.000.00 9500 1402 SERV
486 400020 S$S§ FRL Rawmat consum 25.000.0000 NS 2500000 500 1402 SER
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Dats Entry View

BEX mvenory - Rayw Mate
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rvenory - Rew Mate
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7.Invoice verificationg

In this process invoice verification is done for service charges to be paid for subcontractor vendor. Invoice verification is done

using Tcode MIRO.
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