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Third Party Facilities Inventory Requirements
Overview: 

As part of Simon and Schuster’s business operations, inventory is regularly sent to Third Party Vendor facilities.  This inventory is either used in some type of Value Added Service or placed in the facility on Consignment.   The inventory may also be sent to a Third Party facility for short or long term storage (Public Storage).  As part of Simon and Schuster’s Internal Control Procedures, this inventory needs to be reflected in a separate perpetual balance.  This will allow proper visibility to where inventory is located.  Since there is more than one Vendor facility, a facility for each perpetual balance is required. S&S to meet Sarbanes Oxley act of 2002. Condition of doing business to meet these requirements
Scope:
This document will define the requirements that Vendors have to meet in order to do business with Simon and Schuster as a Third Party vendor.  The document will encompass the required controls with regards to inventory movement and the reporting requirements on movement and inventory balances.
Requirements:
1. Technological Requirements

· All S&S Third Party vendors will be required to have Email capability.  This is the required method of communication.  This will enable multiple parties to communicate and one time.  It will also provide a clear audit trail of all conversations.  This will benefit both parties.

· Third party vendors should also have a PC with Microsoft Office Suite capability.  There will be files and reports required to be exchanged between both parties.

2. Confirmation of  Receipt from Vendor Facility

· The Vendor needs to confirm the receipt of all inventory to ensure proper reconciliation of inventory balances.
· The Vendor needs to report any Receiving discrepancies within 2 Business days of receipt.  Any claims after 2 Business days will be assumed as Vendor’s responsibility of Inventory Shrink.
· S&S is in the process of developing a Web based screen that will the vendor will be required to  confirm receipt of shipments back to S&S.
· The Vendor needs to maintain a Receiving log.  This log will track trailer and shipment information including, trailer number, seal number, BOL number, Invoice number and other details.
3. Shipping Requirements
· Vendor needs S&S invoice Number prior to any shipping

· The Vendor is required to call the designated carrier for pick up at least 24 hrs prior to shipment day.
· A Routing Guide will be supplied to each Vendor for carrier selections broken down by destination state location. 
· Any issues with carriers failing to adhere to scheduled pick up days must notify S & S Transportation who will get the necessary parties involved. 

· Vendors are also required to follow any of S & S Customers Vendor Requirement Guides.

· We require our Vendors to use the standard VICS BOL which is a standardized way we’d like our customers to get BOL information.

· Vendors need to supply packing list with all shipments.
· Anything shipped prior to 3:00pm needs to be reported as shipped on that day.  Anything 

· Vendors must include the following information on all BOL produced for shipment:

· SIMON & SCHUSTER INVOICE NUMBER AND CUSTOMER PO#
· Ship From name, address and zip code

· Ship To name, address and zip code

· Bill of Lading Number

· ISBN – Title Level Detail 

· Carrier Name

· Carrier SCAC

· Freight Terms

· Number of Packages

· Case Count

· Total Weight

· Total Pallets

· Handling Unit & Type 

· Commodity Description

· Trailer Loaded and Count Description

· Trailer Number & Seal Number

· Shipper and Carrier Signatures

· Vendors may be required to enter ASN information into a web based screen.

4. Reporting on Inventory Balances at Vendor Facilities

· The vendor will be required to report on inventory balances on a regular basis (Weekly or at the very least at end of S&S Fiscal Month) or as required (i.e. Physical Inventory).  This report should be in a Roll Forward format with a Beginning Balance and an Ending Balance. There should be a column for each category of activity (i.e. Shipping, Receiving, etc.).  A sample report will be provided. Exhibit A

· All Inventory Reporting should include at least: 

· Date, ISBN, Description, Price
5. Physical Inventory Requirements

· All Third Party Vendors will be required to perform a Full Physical Inventory at least once per year.  
· All Physical Inventories will be audited by S&S personnel.  
· Vendor is responsible for obtaining clean cutoffs of Receiving and Shipment activity prior to count.
· Vendor is responsible for labor and labor costs related to Physical.
· Vendor must supply S&S with an electronic file including all details of inventory counted.
· S&S may also send an Auditor to facility to perform Cycle Counts on a random basis.
6. Physical Security and Other Requirements

· Vendor must supply Certificate of Insurance for facility and name S&S as additional Insured on Policy.  This is to ensure that S&S inventory is insured while in Vendor Facility.
· Vendor must provide S&S with reasonable assurances that S&S inventory is protected from damage and/or theft while in Vendor’s facility.  This could include any security/surveillance system.
· Workers compliant with OSHA /state and federal requirements?
· S&S is C-TPAT certified and validated.  S&S may require vendor to follow C-TPAT requirements when receiving freight directly from overseas.
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