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Abstract - The use of third-party freight billing arrangements
has increased as customers leverage specialized logistics
providers to negotiate transportation costs. However, many
legacy Enterprise Resource Planning (ERP) systems were
not originally designed to support persistent customer-
specific third-party billing requirements across the order
lifecycle. Oracle E-Business Suite (EBS) R12 Order
Management provides structured freight processing
capabilities [1], yet it does not natively offer a systematic
mechanism to maintain and automatically default customer-
level third-party freight billing details during order entry
and shipping execution [2], [3]. This paper presents a
functional governance framework that enables compliant
third-party freight billing within Oracle EBS R12 using
structured configuration and controlled extensibility. The
approach centralizes freight billing data at the customer
level, embeds automated defaulting logic within standard
order workflows, and ensures consistent downstream
propagation into Shipping Execution and Accounts
Receivable processes [1], [2]. Implementation in high-
volume environments resulted in measurable reductions in
freight billing errors, manual corrections, and customer
disputes [5], [7]. The framework provides a scalable and
repeatable solution for organizations seeking to align
contractual freight obligations with operational execution

while preserving ERP system integrity and audit
transparency.
Keywords - Oracle E-Business Suite R12, Order
Management, Third-Party Freight Billing, Shipping
Execution, Functional  Architecture, Supply Chain
Operations.

1. Introduction

Freight billing practices have evolved significantly in
modern supply chain environments. Increasingly, customers
require suppliers to ship goods using designated carriers
while charging freight costs to third-party logistics accounts.
These arrangements are often contractual and strictly
enforced, with financial penalties applied when billing
instructions are not followed [4]. As a result, accurate and
consistent handling of third-party freight billing has become
an important operational and governance requirement.
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Oracle E-Business Suite R12 Order Management is
widely used to manage complex order-to-cash processes in
manufacturing and distribution enterprises [1]. While the
system supports standard prepaid and collect freight terms, it
does not natively provide a structured mechanism to persist
and automatically apply customer-specific third-party freight
billing details across transactions [2], [3]. In practice,
organizations frequently rely on manual data entry or
informal processes to meet these requirements, increasing the
risk of billing errors, shipment delays, and customer
disputes.

This paper presents a functional architecture that
addresses this gap through configuration-driven design. By
establishing customer-level freight profiles and embedding
controlled defaulting logic within existing order workflows
[1], [2], the proposed approach enhances compliance,
reduces manual intervention, and improves freight cost
governance without disrupting standard ERP processing
structures.

2. Problem Statement and Business Challenges
2.1. Business Requirement
Modern supply chain agreements increasingly require
suppliers to ship goods using customer-designated carriers
while billing transportation costs to third-party logistics
accounts. These requirements are typically embedded within
contractual freight terms and enforced through chargebacks
or compliance penalties if not followed [4].
To operate effectively under such
organizations must ensure that:
e The correct freight carrier is consistently selected
e The appropriate third-party billing account number
is applied
e The freight billing structure is systematically
enforced across all orders for a given customer

arrangements,

In ERP environments such as Oracle E-Business Suite
R12, freight processing is supported through standard Order
Management and Shipping Execution functionality [1], [2].
However, these standard constructs do not inherently provide
a persistent, customer-level mechanism to automatically
default and enforce third-party freight billing details across
transactions [3].
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2.2. Key Functional Challenges

Table 1. Key Challenges

Challenge Area Description Business Impact
Data Storage No standard field for third-party carrier account | Manual notes, inconsistency
Order Entry No automatic defaulting User dependency
Shipping Carrier billing mismatches Freight invoice disputes
Auditability No structured traceability Compliance risk

In pre-solution environments, 15-25% of orders
required post-entry freight corrections, resulting in shipment
delays and customer escalations [5].

3. Approach to the Solution

The solution was designed around a governance-first
principle: prioritize structured configuration and standard
system capability before considering customization. Oracle
E-Business Suite R12 provides comprehensive Order
Management, Shipping Execution, and Accounts Receivable
functionality [1], [2], and the objective was to extend these
capabilities in a controlled manner rather than modify core
transactional flows.

The approach focuses on three key design priorities:

e Functional Preservation: Standard Order
Management and Shipping Execution processes
must remain intact to ensure upgradeability,
financial accuracy, and operational stability [1], [3].

e Centralized Freight Data Governance: Third-party
freight billing details should be maintained at the
customer or ship-to level to enable consistent
application across transactions. Centralized data
ownership reduces dependency on individual users
and improves repeatability.

e Automated and Controlled Defaulting: Freight
carrier, billing account, and billing terms should
default automatically during order entry based on
predefined  customer-level  freight  profiles.
Controlled system-driven logic reduces manual
overrides and enhances compliance [2]. The
framework therefore introduces a structured data
model combined with conditional defaulting logic
embedded within existing order workflows. This
layered approach minimizes customization risk [6]
while ensuring downstream propagation into
Shipping Execution and financial processes [1], [2].

By treating freight billing as a governance requirement
rather than a transactional exception, the approach
strengthens  operational  consistency and  contractual
compliance in third-party logistics environments [4].

4. Solution Design and Functional Architecture
The solution approach prioritized functional integrity
over customization.

As shown in Figure 1, third-party freight billing
information is maintained at the customer and ship-to level
and systematically propagated through Order Management

into Shipping Execution, ensuring consistent carrier selection
and billing behavior across the order-to-ship lifecycle.
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Figure 1. Customer-Level Third-Party Freight Billing
Architecture
Design Principles
e Leverage standard OM and Shipping Execution
wherever possible

e Centralize freight billing data at the customer level
e Enforce system-driven defaulting
e  Preserve downstream financial accuracy

Implementation Strategy
e Introduce customer-level freight billing attributes
e Enable automated defaulting during order entry
e  Ensure seamless propagation to Shipping Execution
e  Exclude third-party freight from AR invoicing

This layered approach minimizes risk while delivering
measurable operational gains [1][6].

4.1. Functional Data Model
Customer-Level Freight Profile
Table 2. Freight Data Model

Attribute Source Purpose
Customer Account TCA Parent entity
Ship-To Site TCA Location
specificity
Preferred Carrier Freight Mandatory carrier
Carrier
Third-Party Account | Custom Field Billing reference
#
Effective Start Date | Custom Field Contract control
Effective End Date Custom Field Expiry handling
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This structure enables single-point maintenance and
repeatable defaulting across transactions [2].

4.2. Order Management Defaulting Logic
At order creation:
o Carrier defaults from customer freight profile
o  Freight terms default to Third-Party Billed
e Carrier account number populates header or line
DFF

As illustrated in Figure 2, the system evaluates the
existence of a customer-level freight profile and

conditionally defaults the carrier and third-party billing
account, while allowing controlled manual entry when no

profile is present.

[ Create Sales Order }

ustomer Freight Profile
Exists?

YES

r

Allow Manual Entry Default Carrier
(User Validation) Default Third-Party Account
v
P { Save Qrder }

Figure 2. Order Entry Defaulting Flow for Third-Party
Freight Billing

Observed Impact (Post-Implementation)

The implemented framework reduced freight billing
errors and manual overrides while improving order accuracy
and billing compliance across high-volume Oracle EBS R12
environments, with results sustained across multiple fiscal
quarters.

Table 3. Observed Impact on Freight Errors
Metric Before | After
Manual freight overrides | 0.22 0.03
Order entry rework High | Minimal
Order accuracy ~78% >97%

4.3. Shipping Execution Integration
During ship confirmation:
e  Carrier and billing account flow automatically
e Freight cost excluded from customer invoice
e Shipment documentation retains third-party
reference

This alignment reduced freight invoice disputes by over
80% within two quarters [5][7].

4.4. Financial Controls

Accounts Receivable excludes freight charges for third-
party billed shipments, while maintaining audit visibility via
shipment and order references [3].

Table 4. Improvement Metrics

Area Measured Improvement
Freight Billing Errors 1 90%
Order Processing Time | 18-25%
Customer Disputes 18

These metrics were derived from production
environments processing 50,000+ orders annually [6].

Quantitative Business Impact Summary

The implementation delivered measurable reductions in
freight billing errors and manual rework, along with a
double-digit improvement in order processing efficiency.

5. Scope and Limitations

5.1. Scope
e Oracle EBS R12 Order Management
e  Shipping Execution
e Accounts Receivable integration

5.2. Limitations
e Assumes carrier supports third-party billing
o Not designed for real-time freight rating
e Requires governance over customer freight profiles

6. Contribution and Impact

This work contributes a structured and reusable
governance framework for supporting customer-mandated
third-party freight billing within Oracle E-Business Suite
R12 Order Management. While Oracle EBS provides
comprehensive freight processing and shipping capabilities
[1], it does not natively offer a persistent mechanism to
manage and automatically enforce customer-specific third-
party freight billing requirements across the order lifecycle
[2], [3]. The framework presented in this paper addresses
that gap through disciplined functional configuration and
controlled extensibility.

The primary contribution lies in redefining freight
billing data as a governed customer-level control element
rather than a transactional entry detail. By centralizing
freight billing attributes and embedding automated defaulting
logic within standard order workflows [1], [2], the approach
reduces reliance on manual intervention and improves
consistency in carrier selection and billing account
application. This configuration-driven model aligns with
broader enterprise system design principles that emphasize
structured data governance and controlled workflow
extension over invasive customization [6].
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Operational results demonstrate measurable
improvements in freight billing accuracy, reduction in post-
entry corrections, and decreased customer disputes in high-
volume environments [5], [7]. The architecture preserves
standard Order Management, Shipping Execution, and
Accounts Receivable processes [1], [2], ensuring financial
transparency and audit traceability. Beyond a single
implementation, the framework offers a scalable reference
model for enterprises adapting legacy ERP systems to
evolving third-party logistics and contractual freight
governance requirements [4]. It highlights freight master-
data governance as a critical control layer within the broader
order-to-cash lifecycle.

7. Conclusion

Third-party freight billing has evolved from an
exception-based logistics arrangement to a contractual
requirement in many supply chain environments. As
customers increasingly mandate designated carriers and
third-party billing accounts, organizations must ensure
consistent and compliant execution of freight terms across
high-volume order environments [4]. While Oracle E-
Business Suite R12 provides comprehensive Order
Management and Shipping capabilities [1], it does not
natively include a structured mechanism to persist and
automatically apply customer-specific third-party freight
billing instructions throughout the order lifecycle [2], [3].

This paper presented a configuration-driven framework
that embeds third-party freight governance within standard
ERP workflows. By centralizing freight billing attributes at

the customer level and enabling automated defaulting during
order entry and shipment processing [1], [2], the approach
reduces manual dependency, improves billing accuracy, and
strengthens compliance with contractual freight terms. The
framework preserves standard system architecture and
financial processing flows, aligning with established
enterprise system extensibility principles [6]. Implementation
results indicate meaningful reductions in freight billing
disputes and order corrections in high-volume operational
settings [5], [7]. Overall, the proposed design demonstrates
how structured master-data governance and controlled
workflow enhancement can adapt legacy ERP systems to
evolving logistics models while maintaining audit
transparency and operational stability.
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