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1.0 Purpose: 

The purpose of this policy is to establish guidelines for managing consigned inventory at customers that is consumed or not returned timely per contracts, including write offs and billing for that inventory. 

Objective Summary:
· Enable Bioventus (the Company) to maximize inventory control through enforcing terms with customers and cycling inventory timely
· Maximize incoming revenue for consumed inventory
· Minimize inventory write offs and misunderstandings with customers
 
[bookmark: Background]2.0 Background: 

Bioventus is a global medical technology company focused on developing and commercializing innovative and proprietary orthobiologic products for the treatment of patients suffering from a broad array of musculoskeletal conditions. The Company derives its revenues primarily from the sale of the following three product lines:
· Osteoarthritis pain treatment products (Hyaluronic acid (HA) joint therapy products including SUPARTZ FX, GELSYN-3, and DUROLANE)
· External bone growth stimulators (EXOGEN ultrasound bone healing device), and
· Surgical bone growth products (Allograft and Synthetic offerings) 

The Company’s business around the Surgical product line enters into loaner/consignment contracts with distributors and hospital customers. Bioventus ships units out to the field on consignment that are contractually covered by a 10 Day Loaner, a Short Term Consignment Program (STCP), Distributor agreement, or a Long Term Hospital Consignment Program (LTCP) agreement. For loaners, the contracts states if the units are not returned by day 21, the Company will invoice. For STCP, the contracts state product that is not returned to Bioventus within 180 days after delivery shall be deemed lost if a corresponding delivery ticket is not received within 195 days after delivery of the product. Bioventus will invoice and the customer shall pay for any lost product. LTCP and Distributor agreements vary as some use Bioventus’ standard terms and some are written on standard contracts from the hospital with its terms. In most cases, these contracts also state a period of time for the hospitals to return product or be billed for consumed or lost inventory.

[bookmark: _Scope:][bookmark: Scope]3.0 Scope:

This policy applies to Company employees at all locations that are responsible for the management, billing and accounting for consignment inventory, including Operations Personnel, Customer Service Representatives (CSRs), Sales Managers, Vice President of Sales, and Accounting and Finance Personnel. The Senior Manager of Distribution & Inventory shall be responsible for enforcing the consignment inventory process for all applicable customer accounts.
Specifically, this policy covers the following activities:
· Monitoring of consignment inventory
· Communication with customers on inventory subject to return or billing
· Accounting for relief of consignment inventory when returned or consumed
· Accounting for potential recovered or sold inventory after original relief

Monitoring of Consignment Inventory
It is the responsibility of the Senior Manager of Distribution & Inventory to track consignment inventory levels at customers. Par levels are established through the Consignment Protocol Acceptance Document and the customers provide Customer Service with “no charge” purchase orders in order to get inventory shipped to their locations. After original stocking, a regular inventory of products should be established to determine any shortages. The inventory results should be utilized to determine any missing information from customers on usage or loss of inventory.
Any expiring units or audit requests are communicated from Inventory Management (IM) to the customers who are provided two weeks to respond. IM will then contact the customers only if no response has been received from the customer after two weeks. Sales Regional Directors (RDs) receive a spreadsheet of outliers during the first week of each month for them to assist in follow-up.

Customer Communication

When customers utilize consigned inventory, the customer will provide a Delivery Ticket form (including identifying information for the hospital, products and purchase order) to Bioventus to allow for invoicing. Customers must request Return Goods Authorization (RA) from Bioventus for any product being returned to the Company. 
Sales personnel communicate with the customers and related distributors on a regular basis and will use that communication to determine any customer issues around consignment levels (changes needed to par levels, outstanding issues related to delivery tickets or returns, etc.). Issues noted around PAR levels and returns will be communicated directly from Sales to IM if communication does not come directly to IM from the customer or distributor. This will allow the Company to avoid confusion with customers on inventory movement or billing related to inventory consumed. Issues with delivery tickets will be communicated directly from Sales to Customer Service (CS) to handle if communication does not come directly to CS from the customer or distributor. Since CS is the main contact for any incoming communication at the Company, they will also share any issues around PAR levels and returns with IM. See attached presentation for further details on communication requirements. In addition, the IM team will implement a checklist that will be followed to ensure communication with Sales has been covered. The checklist will be approved by the IM Supervisor and IM Manager for each deviation submitted.




Relief of Consignment Inventory
For any inventory that is not appropriately returned per contract or utilized, as evidenced by a Delivery Ticket, the customer will be invoiced for the units at the current contract prices for LTCP under the following steps and distributors will have their commissions reduced at List less 50% for STCP:
· IM will make decision on whether units represent de minimus level and write-off.
· If not written-off, IM will send Deviation Report to CS who will create an order in SAP within two business days with PO# “_____ Program Violation” or request PO from Hospital/Distributor
· Delivery will be created and processed in SAP, relieving the consignment stock location
· Order will be immediately placed on billing block and Sales will be alerted by Finance through the billing block/open order report (code ZLKE)
· Sales will be given 5 business days for additional follow-up to determine if invoice should not be processed, with the order staying on the open order report until resolved
· Sales will either respond with agreement to invoicing or submit write-off request with support to IM for evaluation. No response within the allotted time frame will be assumed to be agreement to invoice
· In the case of invoicing agreement, billing block will be removed and the invoice sent to the customer
· In the case of write-off agreement, the delivery will be reversed by IM and the inventory will be written-off and documentation of the decision maintained and shared with Sales.
· If Inventory Management disagrees with Sales decision to write-off, the support will be sent to VP of Accounting for final decision. VP of Accounting will weigh factors, including customer relationship, order history, prior write-off history, etc.
· Any commission reductions for distributors must be communicated to the commissions team by the second Monday of each month in order to be included in that month’s payout settlement.
Potential Recoveries of Inventory or Sales Subsequent to Relief

If product is found and returned by the customer subsequent to relief, Quality will inspect the goods to ensure they have been properly handled and meet our guidelines. If so, delivery and invoicing will be reversed in SAP by IM and the RA will be processed once inventory is received back at the warehouse moved to unrestricted stock. If not, findings of the quality review will be shared with the customer and will be dealt with through the process described above for inventory that is not returned.
If product is found and utilized by the customer subsequent to relief, delivery and invoicing will be reversed in SAP and the Order will be processed once the Delivery Ticket form is received from the customer. Inventory will be recorded again when delivery is reversed and will then be assigned to the actual order processed for invoicing.
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Consignment Objectives

Objectives of Surgical Field Inventory require communication to the customer and to Sales

Inventory Management will make at least 2 attempts of communication to customer with copy of Sales

IM Management will alert Sales of deviation submittal to Finance

Invoicing of product will be per Finance process

Objectives requiring communication

10 Day Loaner Program expiration

Short Term Consignment Program (STCP) expiration

Long Term Consignment Program (LTCP) expiration

Distributor Terminations upon notice from Sales

LTCP / Distributor audits or missing units

Outliers or Product to be consumed or returned

Expiring Product to return due to shelf life
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Loaner Program 
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10 Day Loaner Program

Weekly Tracker is provided each week of all open Loaner Programs

Provides many key pieces of information regarding the Loaner in field

Account

Distributor

Order #

Inventory Specialist

AM

RD

Start Date

Expiration Date

Closed Date

		Account		Account Name		Distributor 		Distributor Name		Order #		INVENTORY SPECIALIST		AREA MANAGER		REGIONAL DIRECTOR		Start		Expiration Date		CM Confirmed		Expired CM Notification		Expired CM Notification		CLOSED

		1110788		PASCACK VALLEY MEDICAL CENTER		US000611		PHYSICK SURGICAL…M		 		 		 		 		1/7/2019		1/17/2019		 		 		 		1/27/2020

		1122090		CHILTON MEDICAL CENTER		US000345		PHYSICK SURGICAL		1029976		Singletary		ED DAILEY		David St. Pierre		12/6/2019		12/16/2019		12/12/2019		12/12/2019		12/22/2019		4/14/2020

		1062355		VALLEY HOSPITAL		US000345		PHYSICK SURGICAL		1035835		Singletary		ED DAILEY		David St. Pierre		12/18/2019		12/28/2019		12/18/2020		12/28/2020		1/7/2020		4/14/2020

		1121879		BON SECOURS ST FRANCIS		US000636		FORCA MEDICAL GROUP, LLC		1053149		CLARK		BLACKWELL		ST PIERRE		1/28/2020		2/7/2020		1/28/2020		2/7/2020		2/17/2020		4/14/2020

		1109713		HACKENSACK PALISADES		US000611		CONNECT MEDICAL, LLC		1060049		SINGLETARY		ED DAILEY		ST PIERRE		2/11/2020		2/21/2020		2/11/2020		2/21/2020		3/2/2020		4/14/2020

		1125803		MERCY ST MARY'S		US000732		GREAT LAKES SURGICAL HOUSE		1066183		SINGLETARY		OPEN		ST PIERRE		2/24/2020		3/5/2020		 		3/5/2020		3/15/2020		 

		1110788		PASCACK VALLEY MEDICAL CENTER		US000611		CONNECT MEDICAL, LLC		992196		 		 		 		9/20/2019		9/30/2019		 		 		 		 
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Loaner Notification #1

On Day 10 of Loaner Program (due date) – Notification # 1

Contract Management will send auto reply to IM and AM of expiration
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Loaner Notification #1

IM will notify the distributor of this notification and expiration of program & copy the AM

IM will send in form of email (template) to the distributor

IM will include specifics of the Loaner that has expired including inventory

Notification will include that the expired contract will need to be reconciled immediately
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Loaner Notification #2

On Day 20 of Loaner Program (10 days past due)

Contract Management will send auto reply to IM and AM of 10 days past due
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Loaner Notification #2

IM will notify the distributor of this notification and expiration of program that is now past due

This will be email notification copying both the AM and RD for the distributor

This email will follow up on the Notification # 1 to the distributor of same expired contract

Notification that contract is now past due and must be addressed in next 24 hours or will be submitted to Manager and Finance for next step



Confidential

11/8/2020

Confidential

- ‹#› -

Active Healing Through Orthobiologics



Loaner to Reconciliation	

On Day 21 or next business day following, Inventory Management will prepare a deviation to submit to IM Manager and Finance for approval

On same day if possible, the IM Manager will notify the RD that the deviation has been submitted to Finance
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Loaner Closure

After deviation approval, the deviation will be submitted as completed document to Finance for Invoicing per procedure of Finance

IM will suggest Loaners be invoiced to customer

Closure date will be noted on the Tracker

Closure date is only the date of inventory reconciled from account…it does not include the invoicing process of Finance
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STCP

Weekly Tracker is provided each week of all open STCP

Provides many key pieces of information regarding the STCP in field

Account

Distributor

Order #

Inventory Specialist

AM

RD

Start Date

Expiration Date

Closed Date

		Account		Account Name		Distributor 		Distributor Name		Order #		INVENTORY SPECIALIST		AREA MANAGER		REGIONAL DIRECTOR		Start		Expiration Date		CM Confirmed		30 Day CM Notificaion		Expired CM Notification		15 Day Past Due Alert		CLOSED

		1117304		Lake Granbury Medical Center		US000390		RAZOR BLADE SOLUTIONS, LLC		951634		MARTIN		COOPER		GIOIA		6/24/2019		9/22/2019		 		 		 		 		1/27/2020

		1120360		WEST HILLS HOSPITAL AND MEDICAL CENTER		US000560		SLS MEDICAL INC		993087, 1001102		MARTIN		SMULL		GIOIA		9/23/2019		12/22/2019		 		 		 		 		1/27/2020

		1120360		WEST HILLS MEDICAL CENTER		US000560		SLS MEDICAL INC		993087/1001102		MARTIN		SMULL		GIOIA		9/23/2019		12/23/2020		9/25/2019		11/23/2019		12/23/2020		1/7/2020		3/2/2020

		1121134		SUN CITY WEST SURGERY CENTER		US000662		CALIBER MEDICAL, LLC		1003495		MARTIN		BELL		GIOIA		10/15/2019		1/15/2020		 		 		1/15/2020		1/30/2020		 

		1100521		MISSION COMMUNITY		US000560		SLS MEDICAL INC		1008065		MARTIN		SMULL		GIOIA		10/23/2019		1/21/2020		 		 		1/23/2020		 		1/30/2020

		1104227		WHITE MEMORIAL MEDICAL CENTER		US000631		SOCAL SPINE, INC		 		MARTIN		SMULL		GIOIA		7/17/2019		1/13/2020		 		 		 		 		1/27/2020

		1100383		BOZEMAN HEALTH DEACONESS		US000570		LBD ORTHOPEDIC SUPPLY, INC		NO ORDER NOT PROVIDED		MARTIN		BELL		GIOIA		7/24/2019		1/24/2020		11/21/2019		 		 		 		1/27/2020

		1097833		MEDICAL CITY FORT WORTH		US000390		RAZOR BLADE SOLUTIONS, LLC		982389		MARTIN		COOPER		GIOIA		8/2/2019		2/2/2020		9/12/2019		1/3/2020		2/2/2020		 		2/3/2020

		1103751		SUTTER GENERAL		US000631		SOCAL SPINE, INC		972419		MARTIN		SMULL		GIOIA		8/8/2019		2/8/2020		 		1/9/2020		2/8/2020		2/23/2020		3/20/2020
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STCP Notification #1

30 days to expiration date of STCP – Notification # 1

Contract Management will send auto reply to IM and AM of expiration
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STCP Notification #1

IM will notify the distributor of this 30 day notification of approaching expiration to STCP & copy the AM

IM will send in form of email (template) STCP is approaching expiration 

Notification will include tasks of the contract to include possible audit and renewal prior to expiration
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STCP Notification #2

On FINAL day of STCP Program

Contract Management will send auto reply to IM and AM of contract now expired
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STCP Notification #2

IM will notify the distributor of this expired notification of STCP

This will be email notification copying both the AM and RD for the distributor

This email will follow up on the Notification # 1 to the distributor of same expired contract

Notification that contract is now due and will need to be reconciled and completed as soon as possible

Contract now expired will not allow for any further shipments related to this contract

Loaners are not allowed to bridge the process
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STCP to Reconciliation	

On Day 16 following expiration of STCP, Inventory Management will prepare a deviation to submit to IM Manager and Finance for approval

On same day if possible, the IM Manager will notify the RD that the deviation has been submitted to Finance
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STCP Closure

After deviation approval, the deviation will be submitted as completed document to Finance for Invoicing per procedure of Finance

IM will suggest STCP be invoiced / IM Manager will review before submission

Closure date will be noted on the Tracker

Closure date is only the date of inventory reconciled from account…it does not include the invoicing process of Finance
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LTCP / Distributor
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LTCP Contract Expired

Generally, Sales is not reliant upon the Inventory Management team to keep them posted of Long Term Consignment Programs expiring.

Programs are generally initiated and renewed by Sales

If LTCP does expire, SAP will be updated upon the expired notification to remove all PAR levels thus halting any further shipping

Sales has 30 days to update LTCP for any shipments over PAR or they will return back to contract levels  (Proposal that LTCP contracts are reviewed every 6 months for audit, PAR, Expiring, & Outliers)

No shipments without a valid contract

IF RA is submitted to customer, 30 days are given prior to invoicing
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Distributor Termination

Generally, Sales is not reliant upon the Inventory Management team to keep them posted of Distributor contracts

Programs are generally initiated and renewed by Sales

If Distributor is terminated, SAP will be updated upon the termination notification to remove all PAR levels thus halting any further shipping

IM will work with RD to review current inventory and plan to recover

Finance should be alerted of terminations immediately so any pending commissions will be withheld until return of field inventory

No shipments without a valid contract

Final deviation of all field inventory not accounted for will be deviated and submitted to Finance and Sales for invoicing no longer than 30 days after notification of termination
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Expiring Product
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Expiring Inventory

Inventory Management may engage with Distributor and LTCP customer to promote usage of expiring product beginning at 12 months from expiration of product 

At 6 months prior to expiration of product, the IM team will begin a process to reconcile the expiring product and copy AM on notification

A second request to reconcile the expiring product will take place prior to 3 months of product expiring and copy AM on notification

No later than 3 months prior to expiration, any product that has not been returned per request of IM will be deviated from the field and submitted to IM Manager and Finance

On same day if possible, the IM Manager will notify the RD that the deviation has been submitted to Finance
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Expiring Closure

After deviation approval, the deviation will be submitted as completed document to Finance for Invoicing per procedure of Finance

IM will suggest Expiring be invoiced in most cases since return of product was not followed

Depending on cost of product and case of customer, IM could choose to not submit deviation for invoicing
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Outliers (Slow Moving)
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Outlier Inventory

Inventory Management may engage with customer to promote usage of outlier or slow moving product beginning at 9 months of no movement of product

As product approaches 12 months of no movement of product, the IM team will begin a process to reconcile the outlier product and copy IM on notification

A second request to reconcile the outlier product will take place prior to 12 months of outlier product and copy IM on notification

Beginning at 12 months of no movement, any product that has not been returned per request of IM will be deviated from the field and submitted to IM Manager and Finance

On same day if possible, the IM Manager will notify the RD that the deviation has been submitted to Finance
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Outlier Closure

After deviation approval, the deviation will be submitted as completed document to Finance for Invoicing per procedure of Finance

IM will suggest outliers be invoiced in most cases since return of product was not followed

Depending on cost of product and case of customer, IM could choose to not submit deviation for invoicing
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Customer Audits
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Distributor / LTCP Audit

Inventory Management may engage with customer to audit field inventory held in consignment at least 1 time per year depending on language of contract and AM / Distributor will be copied on request

A second request will be sent if customer has not complied within a reasonable amount of time and AM / Distributor will be copied on request

A FINAL request for audit will be send if customer is not complying with AM & RD copied on request

IM will take measures allowed per language of the contract to reconcile the inventory with no cooperation of customer including deviation for product in consignment

Missing units from audit will be deviated as lost

On same day if possible, the IM Manager will notify the RD that the deviation has been submitted to Finance
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Distributor / LTCP Audit Closure

After deviation approval, the deviation will be submitted as completed document to Finance for Invoicing per procedure of Finance

IM will suggest audits be invoiced in most cases since return of product was not followed

Depending on cost of product and case of customer, IM could choose to not submit deviation for invoicing
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Contract Management <no-reply@sharepointoniine.com> Contracts; M Kyle ronn; MNaghetta Forc; B David Eggenberger; MMichael S
Surgical Contract Expiration Notification: 3392 St Joseph Surgery Center (1132607) has Expired
@ Fiag or follow up. Completed on Monday, September 21, 2020,

This is an automated reminder that the following contract has expired and the status has been changed to Archive.

1D: 3392

Title: 3392 St Joseph Surgery Center (1132607)

Contract End Date: 9/20/2020 12:00:00 AM

Contract Status: Archive

LINK TO CONTRACT
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Contract Management <no-reply@sharepointonline com> Contracts; M Brett Gould; M Naghetta Ford; M David Eggenberger; MI!
Surgical Contract Expiration Notification: 3377 Southern Surgical Hospital (1129811) has Expired and is 10 Days Past
© Fisg for follow up. Completed on Monday, September 21, 2020,

This is an automated reminder that the following contract has expired and is 10 days past the Contract End Date.

1D: 3377

Title: 3377 Southern Surgical Hospital (1129811)

Contract End Date: 9/10/2020 12:00:00 AM

Contract Type: Loaner

LINK TO CONTRACT
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surgical Consignment Inventory Deviation Report
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Contract Management <no-reply@sharepointonline com> Contracts; M Kyle Brown; M Naghetta Ford; B David Eggenb
Surgical Contract Expiration Notification: 3141 Marietta Surgical Center (1117189) is set to Expire in 30 Days
© Follow up. Start by Tuesday, September 22, 2020, Due by Tuesday, September 2, 2020,
This is an automated reminder that the following contract is expiring in 30 Days.
1D: 3141
Title: 3141 Marietta Surgical Center (1117189)
Contract End Date: 10/22/2020 12:00:00 AM

LINK TO CONTRACT
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Contract Management <no-reply@sharepointoniine.com> Contracts; C1Edward Daey; M Naghetta Ford; MIDavd Eggenber
Surgical Contract Expiration Notification: 3095 Northridge Surgical Suites (1126895) has Expired
@ Fiag for follow up. Completed on Monday, September 21, 2020

This is an automated reminder that the following contract has expired and the status has been changed to Archive.
ID: 3095

Title: 3095 Northridge Surgical Suites (1126895)

Contract End Date: 9/20/2020 12:00:00 AM

Contract Status: Archive

LINK TO CONTRACT
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