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1.  Purpose and Scope
This Operations Manual sets out the standard operating procedures governing the receipt, storage, movement, counting, valuation, and period-end reporting of inventory held by Meridian Health and its affiliated distribution entities. It is intended to provide warehouse supervisors, inventory analysts, and finance personnel with a single authoritative reference for day-to-day inventory operations and for the controls that surround them.
Following the integration of the acquired distribution business during the fourth quarter, the previously separate warehouse management systems were consolidated onto a single platform. This manual reflects the harmonised procedures that apply to all sites from the effective date shown in the footer. Where a local site procedure conflicts with this manual, this manual prevails until a documented exception is approved by the Director of Finance Operations.
The procedures in this manual apply to all product categories handled by Meridian Health, including sterile injectables, oral solid dose products, laboratory reagents, nutraceuticals, cold-chain biologics, diagnostic kits, and ancillary packaging and consumables. Certain categories carry additional regulatory and storage obligations; those obligations are described in the relevant sections and in the category appendix.
1.1  How to use this manual
The manual is organised to follow the physical and accounting flow of goods: from inbound receiving (Section 3), through storage and location management (Section 4), cycle counting and reconciliation (Section 5), and finally valuation and period-end reporting (Sections 6 and 7). Personnel are expected to be familiar with the sections relevant to their role. Finance personnel responsible for the quarterly close should pay particular attention to Sections 6 and 7, which set out the valuation conventions and the reserve policy used to state inventory at each reporting date.
1. New joiners complete the inventory operations induction within their first two weeks.
1. Supervisors confirm annually that they have re-read Sections 4 through 7.
1. Any proposed change to a procedure is raised through the document owner and version-controlled.
2.  Roles and Responsibilities
Clear ownership of inventory tasks reduces error and supports segregation of duties. The table below summarises the principal roles. It is not exhaustive; detailed task ownership is maintained in the site responsibility matrix.
	Role
	Primary responsibilities

	Warehouse Operative
	Physical receiving, put-away, picking, packing, and dispatch in line with this manual.

	Inventory Analyst
	Cycle counts, exception investigation, system adjustments within delegated limits, and count reconciliation.

	Warehouse Supervisor
	Daily oversight, approval of adjustments above operative limits, and sign-off of cycle-count sheets.

	Finance Operations Analyst
	Valuation workings, reserve calculation, period-end inventory reporting, and reconciliation to the general ledger.

	Director, Finance Operations
	Approval of valuation judgements, reserve policy exceptions, and the final reported inventory position.


Provisioning of system access for these roles is governed by the access-control procedure maintained separately by the IT and Finance functions. As a general principle, no single individual should be able both to record the receipt or movement of inventory and to approve the financial adjustments arising from that movement. Where the post-merger access configuration has resulted in combined entitlements, those instances are tracked and remediated through the controls programme.
3.  Inbound Receiving and Goods-In
All inbound deliveries are booked in against an expected receipt. Goods are not put away into sellable locations until they have passed goods-in inspection. The receiving process establishes the quantity, condition, lot number, manufacture date, and, where printed, the expiry date of each item received. Accurate capture at this stage is essential because downstream valuation depends on it.
3.1  Lot and date capture
Each receipt line is recorded against a lot number. The lot number is the primary key used throughout the inventory records and must match the manufacturer's lot marking exactly. For every lot, the receiving operative records the manufacture date from the product or its documentation. The expiry date is recorded where it is printed on the product, the packaging, or the accompanying certificate of analysis.
In practice, not every inbound lot arrives with a clearly printed expiry date. This is most common for bulk reagents, certain imported lines, and repackaged goods. Where the expiry date is missing, the receiving record is completed with the manufacture date and the expiry field is left blank for later determination using the convention set out in Section 6. Operatives must not guess or estimate an expiry date at the point of receipt; the blank field is deliberate and signals that the standard shelf-life convention applies.
3.2  Condition and quarantine on receipt
Goods received in damaged condition, with broken cold-chain integrity, or with a manufacturer hold or recall notice are routed directly to the quarantine area and are not made available for sale. Quarantined goods remain in the records but are flagged so that they are excluded from sellable stock and are subject to the valuation treatment in Section 6. The quarantine flag is only cleared by a supervisor following documented disposition.
4.  Storage, Location Management, and Ownership
Inventory is stored according to its category, temperature requirements, and security classification. Beyond the physical considerations, this section establishes the ownership boundaries that determine which goods belong to Meridian Health at any point in time. Ownership, not physical location, governs whether an item is included in Meridian's inventory.
4.1  Goods in transit and shipping terms
Goods can be physically absent from a Meridian warehouse yet still be owned by Meridian, and goods can be physically present yet already belong to a customer. The determining factor is the shipping term on the related order:
1. Under FOB Shipping Point (also recorded as Ex-Works or Shipping Point) terms, ownership and risk transfer to the customer when the goods leave the Meridian dock. Such goods cease to be Meridian inventory at the point of dispatch.
1. Under FOB Destination terms, ownership and risk remain with Meridian until the goods are delivered to and accepted by the customer. Goods shipped under FOB Destination that have left the dock but have not yet been delivered at the reporting date remain Meridian inventory and must be included in the period-end position at cost.
This distinction is applied consistently between the revenue records and the inventory records. A unit that is correctly excluded from revenue because delivery has not occurred under FOB Destination terms is, by the same logic, still owned and must be carried in inventory. Finance personnel reconcile the two views at each close to ensure they are aligned.
4.2  Off-site, consignment, and third-party locations
Not all Meridian-owned inventory sits in the main warehouse extract. Stock held at third-party logistics sites, at consignment locations pending sale, or in transit between sites is owned by Meridian and forms part of the reported position even though it may not appear in the primary warehouse system extract. The Finance Operations Analyst is responsible for identifying such off-extract owned inventory at each close — typically from correspondence with the controller, site managers, or 3PL partners — and for adding it to the valuation at its appropriate cost, subject to the same reserve and write-down policies as warehouse stock.
Conversely, goods physically present in a Meridian facility that are held on behalf of a third party (for example, customer-owned stock awaiting collection, or vendor-managed consignment inventory not yet drawn down) are not Meridian inventory and are excluded from the valuation.
5.  Cycle Counting and Reconciliation
A perpetual inventory system is only as reliable as the discipline of counting that supports it. Meridian operates a continuous cycle-count programme rather than relying solely on an annual wall-to-wall count. High-value and fast-moving lines are counted more frequently than slow-moving or low-value lines.
5.1  Duplicate and erroneous records
System migrations can introduce data artefacts. The most common are duplicate lot rows — where a single physical lot appears more than once in the extract — and lots that remain in the on-hand records despite having been fully shipped and relieved (sometimes called sold-but-unrelieved lots). Before any valuation is performed, the inventory extract is screened for exact-duplicate rows, which are removed so that no lot is counted more than once. Separately, lots that have been fully shipped under terms that transferred ownership are identified by matching the on-hand records against the shipment and order logs and are removed from the on-hand position, because the goods are no longer owned by Meridian.
Care is required not to over-correct. Where a lot has been only partially shipped, the remaining on-hand quantity is genuine inventory and is retained. Only lots that are fully shipped with ownership transferred are relieved from the count. This judgement is documented in the reconciliation working papers.
5.2  Adjustment authorisation
Count differences within the analyst's delegated tolerance are posted by the analyst and reviewed by the supervisor. Differences above tolerance are investigated before any adjustment is posted, and the adjustment is approved by the supervisor or, above a higher threshold, by Finance Operations. All adjustments leave an audit trail recording who counted, who investigated, and who approved.
6.  Inventory Valuation and Reserve Policy
This section sets out how inventory is valued for period-end reporting. It is the most important section for finance personnel preparing the quarterly close and must be applied consistently across all sites and categories. The valuation is built up lot by lot from the cleaned on-hand position established under Section 5, with the adjustments and reserves described below.
6.1  Basis of valuation
Inventory is recorded at cost on receipt, using the actual purchase cost of each lot. Cost includes the purchase price and directly attributable inbound costs where these are separately identified. The unit cost recorded against a lot is used for all subsequent valuation steps unless a write-down to net realisable value is required as described below.
6.2  Determining expiry where none is printed
Many valuation judgements depend on the expiry date of a lot. As noted in Section 3, some lots are received without a printed expiry date and the expiry field is left blank. For valuation purposes, the expiry of such a lot is not treated as unknown or indefinite. Instead, it is determined from the manufacture date by adding the standard shelf life for the lot's product category. The standard shelf lives are set centrally and reviewed annually with Quality Assurance; they are reproduced here so that the convention is unambiguous when blank-expiry lots are encountered during the close.
Where a lot has no printed Expiry_Date, expiry = Manufacture_Date + shelf life for its category:
	Product category
	Standard shelf life

	Sterile Injectables
	24 months

	Oral Solids
	36 months

	Reagents
	12 months

	Nutraceuticals
	18 months

	Cold-Chain Biologics
	6 months

	Diagnostic Kits
	9 months

	Packaging
	Non-expiring (assess for obsolescence separately)


The imputed expiry date derived in this way is used for the reserve assessment in the same manner as a printed expiry date. Packaging is treated as non-expiring; it carries no shelf-life reserve and is instead assessed for obsolescence on its own merits.
6.3  Reserve policy
Having established the expiry date of each lot — whether printed or imputed under 6.2 — the following reserve policy is applied as at the valuation date to state inventory at its appropriate carrying value. The reserve tiers are based on the time remaining to expiry:
1. Expired (expiry on or before the valuation date): write the lot down to NIL — a 100% reserve. Expired stock is quarantined and destroyed.
1. Short-dated, with 90 days or fewer remaining to expiry: apply a 50% reserve.
1. With 91 to 180 days remaining to expiry: apply a 25% reserve.
1. Inventory that is not otherwise written down is carried at the lower of cost or net realisable value (NRV). 
The reserve tiers are mutually exclusive in application: a lot is assessed once against the tier that matches its time-to-expiry, and a lot already written down to nil because it is expired does not additionally attract a short-dated reserve. Recalled or quarantined lots, and lots confirmed unsaleable by quality alerts, are written down to nil regardless of their expiry profile.
6.4  Net realisable value
Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs necessary to make the sale. Where evidence — such as a confirmed reduced selling price, a customer return, or a market notice — indicates that NRV has fallen below the lot's cost, the lot is written down to NRV. The write-down is the difference between cost and NRV. Consistent with the lower-of-cost-or-NRV principle, lots whose NRV is at or above cost are left at cost; an increase in NRV is never recognised as an uplift in carrying value.
6.5  Recall, quarantine, and quality alerts
Lots that are the subject of a current recall, a quarantine hold, or a quality alert confirming that the goods are unsaleable are written down to nil and removed from sellable stock. Care is taken to apply only current alerts: a historical alert from a prior period that has since been resolved or that relates to a lot no longer on hand does not give rise to a current-period write-down, and a stale short-dated notice from a much earlier period is not treated as evidence of a current short-dated position. Where the status of an alert is genuinely uncertain, the prudent treatment is to reserve the affected lot and to flag the judgement for review by Finance Operations.
7.  Period-End Inventory Reporting
At each reporting date the Finance Operations Analyst prepares an inventory valuation that ties to the general ledger and is supported by a clear build-up, or bridge, from the raw extract to the final reported figure. The bridge makes every adjustment visible and traceable.
7.1  The inventory bridge
The bridge begins with the gross warehouse extract after duplicate removal and then layers in the adjustments described in this manual. A typical bridge proceeds as follows:
1. Gross warehouse value after removal of exact-duplicate lot rows (Section 5.1).
1. Less: lots fully shipped with ownership transferred but not yet relieved from the on-hand records (Section 5.1).
1. Add: FOB Destination goods shipped before the reporting date but not yet delivered, which remain Meridian-owned (Section 4.1).
1. Add: off-extract owned inventory at third-party, consignment, or in-transit locations (Section 4.2).
1. Less: expiry, short-dated, recall, quarantine, and NRV reserves and write-downs (Section 6).
1. Equals: net inventory at the reporting date.
Each line of the bridge is supported by working papers identifying the lots affected, the evidence relied upon, and the calculation applied. The reported figure is reconciled to the general ledger and any difference is investigated and explained before the position is finalised.
7.2  Documentation and sign-off
The valuation working papers, the bridge, and the supporting evidence are retained for each close. The Director of Finance Operations reviews and approves the final position, paying particular attention to the judgemental items: imputed expiries, reserve tier assignments, NRV write-downs, treatment of recall and quality alerts, and the inclusion of off-extract and in-transit owned inventory. Approval is evidenced before the figure is released for reporting.
8.  Related Documents and Definitions
This manual should be read alongside the documents listed below, which provide further detail on adjacent processes.
1. Access Control & Segregation of Duties Procedure (MH-IT-AC-002)
1. Order-to-Cash and Revenue Recognition Policy (MH-FIN-REV-009)
1. Cold-Chain Handling Procedure (MH-OPS-CC-021)
1. Quality Alert and Recall Management Procedure (MH-QA-REC-005)
8.1  Selected definitions
	Term
	Definition

	Valuation date
	The reporting date at which the inventory position is stated (e.g. the last day of the quarter).

	NRV
	Net realisable value: estimated selling price less estimated costs to complete and sell.

	FOB Shipping Point
	Ownership transfers to the customer when goods leave the Meridian dock.

	FOB Destination
	Ownership remains with Meridian until goods are delivered to and accepted by the customer.

	Sold-but-unrelieved lot
	A lot fully shipped with ownership transferred that erroneously remains in the on-hand records.

	Imputed expiry
	An expiry date derived from manufacture date plus standard category shelf life where none is printed.
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