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Visual Streamline FAQ 

How do Supplier Rebates work? 
 

Overview:  

 

Vendors negotiate specific deals whereby they will sell to a distributor at an amount less than the normal cost.  In 
turn, the distributor negotiates reduced sale prices to its customer.  These two generally go hand in hand and the 
rebate is generally the result of a negotiation with a customer where the distributor requires cost relief in order to 
make the sale possible. 

 

The supplier sells the product to the distributor at the regular cost as the product could be sold to many customers, 
some of which do not qualify for a rebate.  When the distributor sells the goods to the approved customer, the 
distributor is entitled to claim a rebate equal to the difference between the regular cost and the rebated cost.  This 
rebate claim (the difference between the two costs) is applied as a reduction (credit) against payable invoices for the 
supplier. 

 

When the goods are sold to a customer covered under a rebate program, the distributor wants the cost of goods 
sold to reflect the rebated cost so that sales margins and sales analysis are not skewed. 

 

Example Sell Price    $10.00 

 Inventory Cost $  9.00 

 Rebate Cost $  7.00 

 

Sales entry (excluding taxes would be) 

 

A/R  10.00 

Sales Revenue  10.00 

COGS  7.00 

Inventory   9.00 

Rebate Claims  2.00 
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When the rebate claim is made to the supplier, a credit is entered to payables as an unmatched invoice: 

  

A/P  2.00 

Rebate Claims  2.00 

 
The rebate claim account is defined in the company control file maintenance / Accounts Receivable screen.  The 
actual cost relieved from inventory is the weighted average cost and the cost of goods sold is the weighted average 
cost less the rebate amount.  (This is confusing for customers as they assume that the COGS is the rebate cost.) 

 

System Application: 

 
Via Contract Pricing 

 
Rebates can be set up in contract pricing.  A rebate method is created based on a % of FOB or a rebated cost 
amount.  The rebate cost is the cost that will be ultimately paid to the supplier.  (FOB cost less rebate amount.)  The 
rebate amount will reduce COGS and the reduced COGS will be written to Sales Analysis.   

 

The rebate report is requested from Purchasing, Reports and Inquiries and is printed for an invoice date range.    
These transactions will print on the rebate report under the rebate code:  “Contract”.  The transactions print on the 
rebate report list by Customer or Affiliate.  The market cost on the report is the regular FOB, the rebate is the rebate 
cost from the contract file at the time of the sale (time is defined in the business rules) and the credit due is the 
rebate to be refunded. 
 

Via Rebate Maintenance in Purchasing 

 

Non-contract sales may also be subject to rebates.  In PO maintenance a Rebate code must be defined to capture 
these sales.  The definition works the same as the definitions in Contract Costing.  This facility allows definition of 
which customers for which products are subject to the rebate.  Multiple rebate codes can be defined to work at the 
same time but for different customers and products.  When goods are invoiced the system applies the appropriate 
rebate code to the transaction based on the rules in the rebate maintenance master files.  The rebate amount will be 
a reduction of COGS and will be reflected in Sales Analysis. 

 

These transactions will also print on the rebate report but under the rebate code:  “As defined in the rebate master 
file”.  The transactions print on the rebate report list by Customer.  There will be a report total for each rebate 
maintenance code.  The report definitions and accounting entries all work the same as those under contract pricing. 
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Hybrid Rebates 
 

There is a third type of rebate program that offers the potential to sell under a sales contract price and under 
regular pricing yet report the two under the same rebate code.  This occurs if a constant rebate cost applies to a 
group of customer sales yet the pricing could be a standard list price for most and a contract for those customers 
where the sell price needs to deviate.  The same scenario exists if, for all sales, the rebate cost is the same but all sell 
prices are different and are defined 100% under contract pricing.  The commonality here is that regardless of how 
the pricing is controlled, the rebate cost is the same for a group of customers for given products. 

 

The solution is to set up the pricing, regardless of method, for the different selling prices.  The rebate method 
should be defined as “none” if contract pricing is used.  The rebate should be defined in a purchasing rebate code.  
All associated customers and products are up in the rebate code maintenance.   The accounting and reporting 
works the same as defined in the Rebate Maintenance section above.  
 

How It Works: 
 

To access the rebate program go to:  Purchase order Processing > Master Files > Rebate Maintenance.  This is 
where you set up the rebate customers, and attach the items that belong to each customer that qualify for the 
rebate. 

 

The rebate report is located in: Purchase order Processing > Reports and Inquiries Supplier Rebate Report.  This the 
report that is used to get a list of the items that were sold based on the rebated cost. 

 

There are few things to consider when the Rebate Method is set to Percentage of FOB. 

Rebate % is not a % of FOB cost; but rather it is a % of rebated cost (the inverse of a mark up). 

The screen is confusing and so is the calculation. To make this easier to understand on the screen, we have 
proposed to development to add a Business Rule to allow users an extra layer here, where they can enter the Rebate 
as a percent of the fob cost and the system will calculate the equivalent % of rebate cost in the background to use. 
Meanwhile the calculation to convert the FOB % to the % you need to Enter is, Rebate FOB%/(100-Rebate 
FOB%)*100.  

There is an excel spreadsheet, attached to a Purchase Order Processing FAQ (I want to use the percentage rebate 
method and I do not get the expected results?) that will assist with determining the Rebate percentage to produce 
the desired result. 

 


