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Financial Accounting Sub-modules Overview

FI-GL – General Ledger

Essentially, the general ledger serves as a complete record of all business transactions. It is the centralized, up-to-date reference for the rendering of accounts. Actual individual transactions can be checked at any time in real-time processing by displaying the original documents, line items, and transaction figures at various levels such as:

· Account information

· Journals

· Totals/transaction figures

· Balance sheet/profit and loss evaluations

FI-AR – Accounts Receivable

The Accounts Receivable application component records and manages accounting data of all customers. It is also an integral part of sales management.  All postings in Accounts Receivable are also recorded directly in the General Ledger. Different G/L accounts are updated depending on the transaction involved (for example, receivables, down payments, and bills of exchange).

FI-AP – Accounts Payable

The Accounts Payable application component records and manages accounting data for all vendors. It is also an integral part of the purchasing system: Deliveries and invoices are managed according to vendors. The system automatically triggers postings in response to the operative transactions. In the same way, the system supplies the Cash Management application component with figures from invoices in order to optimize liquidity planning.

       FI-BL – Bank Accounting

This component provides control over bank related transactions (e.g. incoming and outgoing payments).

FI-AA – Fixed Assets

The Asset Accounting (FI-AA) component is used for managing and supervising fixed assets.  In SAP R/3 Financial Accounting, it serves as a subsidiary ledger to the FI General Ledger, providing detailed information on transactions involving fixed assets.

With the integration in the R/3 System, Asset Accounting (FI-AA) transfers data directly to and from other R/3 components. For example, it is possible to post from the Materials Management (MM) component directly to FI-AA. When an asset is purchased or produced in-house, you can directly post the invoice receipt or goods receipt, or the withdrawal from the warehouse, to assets in the Asset Accounting component. At the same time, you can pass on depreciation and interest directly to the Financial Accounting (FI) and Controlling (CO) components. From the Plant Maintenance (PM) component, you can settle maintenance activities that require capitalization to assets. 

FI-SPL – Special Purpose Ledger

In Special Purpose Ledger, you can define ledgers for reporting purposes. You can keep these user-defined ledgers as general ledgers or subsidiary ledgers with various account assignment objects. Account assignment objects can either be SAP dimensions from various applications (such as account, cost center, business area, profit center) or customer-defined dimensions (such as region).  

The Special Purpose Ledger allows you to report at various levels using the values from the various application components. The modules in the Special Purpose Ledger allow you to collect information, combine information, and create totals. You can also modify, assess, and distribute actual and plan values that are transferred from other SAP applications or external systems to the Special Purpose Ledger.  

The use of the Special Purpose Ledger has no effect on the actual functions of other SAP applications.

General Ledger

General Ledger Overview

The central task of General Ledger accounting is to provide a comprehensive picture for external accounting and accounts pertaining to the organization. Recording all business transactions in a single software system that is fully integrated with all the other operational areas of a company ensures that the accounting data is always complete and accurate.
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For  Inc, the company code will be linked with the Chart of accounts as illustrated hereunder:

	Company Code
	Company Name
	Chart of Account
	Global Chart of Account Description
	Local Chart of Accounts

	9000
	 Holding
	9000
	Global Chart of accounts
	USA C o A

	9099
	Elimination Entity
	9000
	Global Chart of accounts
	USA C o A

	
	
	
	
	

	5000
	 Cayman
	5000
	Global Chart of accounts
	USA C o A

	
	

	Reporting
	 Corp Holding
	
	
	

	Reporting
	  Operations
	
	
	

	8099
	Elimination entity
	8099
	Global Chart of accounts
	USA C o A

	
	

	2000
	 France
	2000
	Global Chart of accounts
	French C o A

	2100
	 Italy
	2100
	Global Chart of accounts
	Italian C o A

	3000
	 USA
	3000
	Global Chart of accounts
	USA C o A

	6099
	Elimination entity
	6099
	Global Chart of accounts
	USA C o A

	2095
	Statutory Entity France
	2095
	French Chart of accounts
	French C o A

	2195
	Statutory Entity Italy
	2195
	Italian Chart of accounts
	Italian C o A

	
	

	4100
	 Canada
	4100
	Global Chart of accounts
	Canada C o A

	4200
	 Germany
	4200
	Global Chart of accounts
	German C o A

	4300
	 UK
	4300
	Global Chart of accounts
	UK C o A

	4400
	 China
	4400
	Global Chart of accounts
	Chinese C o A


Chart of accounts

Each company will have the Global and a local chart of account where needed.  This will allow  to open the countries at a later date if they so wish.

The posting will only be made in the Global Chart of Accounts which will be linked to the Local Chart of Accounts for statutory reporting.

Document Postings

1. Requirements / Expectations

2. General Explanations

The SAP FI General Ledger has the following features:

a) Entries are made at the company level

b) Automatic and simultaneous posting of all sub-ledger items in the appropriate

     general ledger accounts (reconciliation accounts) 

c) Simultaneous updating of general ledger and cost accounting areas 

d) Real-time evaluation of and reporting on current accounting data, in the form

     of account displays, financial statements with different financial statement   

     versions and additional analyses

There are two types of documents posting in SAP FI-GL.  Original documents and processing documents.

Examples of original documents:

· Receipts 

· Invoices 

· Checks 

· Bank statements

Examples of processing documents:

· Accounting documents (Journal entries) 

· Recurring entry documents

· Payroll entries - it is proposed that all payroll entries will be uploaded into the General Ledger as direct entries.

The accounting document represents the original document in the system. The other processing documents can be used to simplify document entry. The document remains as a connecting unit in the system until it is archived.

Use of the recurring entries feature enables automatic posting of repetitive transactions over multiple periods without re-keying the document on a period-by-period basis. Transactions that commonly use the recurring entry feature are the monthly entries 

associated with the distribution of rent and insurance. The recurring entry program is automatically run each month on a predefined date. 

Data that never change in recurring entries are:

· Posting key 

· Account

· Amounts

3. Description of Improvements

·  will have one standard format of document input and display in all countries. This will facilitate analysis and ensure an easy and accurate consolidation of financial information at  Holding.

· Currently, in some  affiliates some journal entries are posted manually.  In the To-Be scenario, all SD and MM related entries will be posted automatically. Only adjustments, recurring and accrual related entries will be posted using the SAP-GL module.

· In view of complete integration of GL module with other modules in SAP complete data consistency and integrity is maintained between the main ledger and sub-ledgers.

· Number ranges consistency will exist allowing headquarters to obtain reports in a more timely fashion.

· Details of each transaction will have a more consistent set of fixed data and will be easier to follow for the auditors.

· All business transactions will be retained in one central location.

4. System Configuration Considerations

In order to maintain uniformity documents types will be defined, and number ranges assigned on a Global basis.

 has requested development of a program that will enable upload of journal entries, currently on EXCEL files, directly into SAP.

Account Balances

1. Requirements / Expectations

2. General Explanations

Posting of accounting documents in SAP results in direct, online updating of account balances.  In addition, for G/L accounts that are managed with line item display, the system notes which items from the document were posted to the account. It is therefore possible to view the account balances and (depending on the specifications in the master record) the line items for every G/L account.

As commonly accepted, the balance of a G/L account is the sum of the debit and credit balances of the account.   For every GL account, the balance displays the following:

· The beginning balance (the balance carried forward from the previous period or year) 

· The total of all transactions for each posting period, broken down into debit and credit postings (transaction figures)

From these figures the system also calculates the following for the account balance display:

· The net balance per posting period 

· The cumulative account balance at period end

SAP offers the functionality to:

· Display total balances

· Drill-down on balances to display the line items supporting the balance

· Display the balances in currencies other than the document currency. 

3. Description of Improvements

Currently, some off-line systems do not enable use of multi-currencies, provide the flexible of drill-down functionality, provide full integration between General Ledger and sub-ledgers, thereby warranting manual account reconciliation and additional processing in satellite systems.  As described earlier, all modules in SAP are seamlessly integrated eliminating the need for batch interfaces and manual reconciliation between the general ledger and sub-ledgers.  The system will be configured to enable automatic posting to cost centers and ensure absolute drill down functionality to the ‘Source of Origin’ document level.  The SAP List Viewer (ALV) immensely increases the user friendliness of account balances display functionality.

4. System Configuration Considerations

· Open items indicators will be flagged for the appropriate GL masters depending on country-specific requirements (e.g. A/P, A/R, G/L, Inventory and other GL accounts if necessary).

· Line layouts and sort sequences will be configured to satisfy the client’s needs.

· Conversion rates in applicable currencies will be maintained to enable conversion to USD and display balances in all currencies.

Master Records

1. Requirements / Expectations

Country specific Chart of Accounts will be established for each country, which will be either a total copy or a subset of the Group Chart of Accounts. All charts of accounts will be created when the SAP system is first made available.  All additions and changes to master data will be maintained centrally.

Open item management will follow the SAP Standard rules.  

The Group Chart of Accounts is based on the US GAAP and will be used to create financial statements.

2. General Explanations

G/L master records contain data parameters that govern an account’s function, transaction posting and subsequent processing of the data.

Before posting to a G/L account a master record must be created. The creation of a G/L account master record is done at two levels, Group and company code.

The Group chart of accounts contains the data that is valid for all company codes (e.g. alternative account number) whereas the company code specific chart contains parameters that may vary by company (e.g. the currency in which the account may be posted).

The structure of the new Chart of Accounts will be 6 numeric characters in length versus one of variable length in use today.

The key features required in the creation of an account are the account group and the field status variant that are assigned. The account group is a summary of characteristics that control the creation of master record itself. These characteristics are used to determine which fields must or can be filled when creating the master record, and are commonly applied to a predefined series of accounts to ensure that all accounts assigned to the group are handled within the system in a consistent manner.

The field status variant enables the client to predefine what controls should be in place during data entry. An example would be to require cost center coding when entering an expense account and not requiring it when entering a balance sheet and revenue data.

As new GL accounts are created the financial department must determine whether or not it will impact reporting. Any required changes should be made immediately.  

3. Description of Improvements

· The structure of Chart of Accounts and GL accounts will be consistent company-wide.  Various processes like posting of journal entries, closings and reporting would undergo a change.  Current reports will be mapped to country level SAP Standard reports or satisfied via user defined report painter reports.

· In view of online integration between general and the various sub-ledgers and mapping of various existing GL accounts to controlling objects, the number of G/L accounts has been drastically reduced.  This provides more online information, complete control over GL balances and easy tracking to financial reports.  The proposed GL structure facilitates improved and flexible reporting in addition to ease of access to on line reports with ledger balances.

· Multiple G/L accounts will be eliminated and designated as costing objects, which are not part of G/L structure in SAP as compared to legacy system. The controlling module will address cost related information reporting.

· Improved and flexible reporting. Ease of access to on line reports with current data on an “as required” basis.

4. System Configuration Considerations

· Integration between FI/CO/SD & MM will be taken into account when creating master data. Configuration of field status groups and account groups will limit and control data entry requirements.  Interfaces with external systems including banking requirements will to be considered before system build and conversions.

Periodic Processing

1. Requirement/Expectations

 will use 12 monthly posting periods and 4 special year-end posting periods.  The company operates on a fiscal year of July through June.

As varying accounting period end closing practices are followed in different  affiliate countries, it is proposed to set up a uniform practice in SAP to facilitate timely submission of financial information to  Corporation. 

 affiliates will use the closing operations component to support the preparation and carrying out of activities required for closing. For this purpose, the system will need to provide various standard reports that can be used to facilitate evaluations and analyses directly from account balances. The system will support the following closing operations:

· Periodic accrual and deferral entries

· Creation of financial statements 

· Documenting posting data

To carry out closing operations in General Ledger, the Finance department will carry out the closing operations in the various offline systems that are being used in affiliate countries.  The following modules are closed first before closing the current posting period:

· Accounts Receivable and Accounts Payable 

· Materials Management 

· Asset Accounting 

· Payroll Interfaces

· Production Planning Orders

2. General Explanations

In SAP, the closing operations recur periodically and can be subdivided as:  

Month-End Closing

Month-end closing comprises all activities involved in closing a posting period.

The following activities are part of the month-end closing cycle:

Close the prior posting period. Separate independent posting controls are 

provided for fixed assets, customer and vendor, and material transactions as well as financial transactions.

Open the current period for posting. As in the case of closing periods, as noted

above, the same set of settings applies here as well.

External reports such as the following need to be produced:

· Financial statements 

· Advance return for tax on sales and purchases 

· Document the Posting data (Supporting documents)

Internal reports such as the following need also to be produced :

· Balance audit trail 

· Accounting reconciliation 

· Account balances 

· Open item list

· Carry out internal evaluations, such as extracts for downstream applications 

· Reorganize and archive documents, if applicable

Year end Closing

Year-end closing is split into two phases:


Open the new posting period in the new fiscal year for posting and then run the 

various carry forward balance schemes. During the latter all revenue and 

expense accounts will be automatically reclassified to retained earnings. These carry-forward programs should be run on the first or second day of the new fiscal year. Any entries made after their running will automatically be carried-forward to the new fiscal year and the retained earnings account will be updated where appropriate.

Once the results for the year have been approved the fiscal year can be closed 

 to postings.

Prepare and create the financial statements, document the business transactions using the balance audit trail, and archive those documents you no longer need online.

As with month-end closing, it is possible to create all the external reports required, document the posting data, and carry out the internal evaluations. 

3. Description of Improvements

Improve efficiency of closing process.

Flexibility of report generation and account analysis

4. System Configuration Considerations

Financial Statement Creation

1. Requirements/Expectations

Financial statements will be designed in SAP for each country depending on reporting/legal requirements.  However, before preparing the financial statements in Financial Accounting, it will be required to perform some preparatory work in other applications such as Asset Accounting and Materials Management.

2. General Explanations

In Asset Accounting, post the relevant depreciation values for the period. The asset history sheet is also created in this application. It is legally required to include the depreciation in the financial statements. 

In Sales and Distribution, post the goods issues and the invoices for all the appropriate delivery notes. 

The program for creating the financial statements determines the values for the annual net profit or loss as well as the net profit or loss carried forward. No closing postings are needed for these items.

The closing process includes: 

· Balance confirmation

· GR/IR clearing

· Value adjustment

· Foreign currency valuation

The determination of profit (or loss) for any period being reported is a function of report definition and therefore  will no longer have to make any additional postings to an equity account. 

During the creation of the various financial statement versions, GL accounts are assigned to appropriate line items (e.g. Petty Cash, Gross Fixed Assets – Buildings, Current Years Retained Earnings). From a control standpoint accounts that are not assigned are listed as unassigned items and displayed at the end of the financial statement report. 

3. Description of Improvements

Improved flexibility in the generation of reports.

Common reports across plants, companies and business units.

4. System Configuration Considerations

Currency Related Transactions 

1. Requirements / Expectations

Currencies to be used in the system will be the transactions and local currencies as well as US dollars and Euros. Currency exchange rates will be maintained on a daily basis.  

2. General Explanations

The currency rate table will have to be maintained daily by the finance department.

3. Description of Improvements

Consistency of exchange rates used throughout the corporation. 

Reevaluation will occur within the system.

Improved foreign exchange risk management.

4. System Configuration Considerations

General Ledger Data Load

1. Requirements / Expectations

Historical account balances will be uploaded from the legacy system for the twelve posting periods of fiscal year 2003 and 2004, and posting period “01” (July) of the current fiscal year (2005). There will be no attempt to load any historical transactional data.

2. General Explanations

Since “go-live” is targeted for August 1st it will be necessary to period ‘01’ of fiscal year 2005 as well as fiscal years 2003 and 2004 by month.

3. Description of Improvements

On-line access to current and prior year data. 

4. System Configuration Considerations

The functional requirements for the necessary program will not only address the data upload but also the conversion from the current chart of accounts to the new chart of accounts as well as necessary cost center and profit center coding.

Sales & Use Taxes
1. Requirements/Expectations

Provide for the calculation, posting and reporting of taxes due on sales to customers and purchases from vendors.  Posting of sales taxes will be automatically made to client defined GL account. It has been determined that use taxes that are paid either to the vendor or self assessed will follow the initial GL account. The liability account used for self-assessed (e.g. due but not billed by vendor) will also be automatically posted to a client defined account.

2. General Explanations

All sales transactions will be flagged as to whether or not they are subject to sales tax. For those subject to sales tax the necessary tax jurisdiction code will be automatically provided based on information contained in the customer master record, ship to address.  

The determination as to whether or not an expense account is subject to use tax is dependent on individual state tax laws. For those accounts that qualify for payment of use tax an indicator will be set in the appropriate GL account master record. The user will have the ability to override tax coding presented by the system.

The system relies on a central table to provide the appropriate tax rate. It will be the client’s responsibility to keep current and maintain the system whenever there is a change in state tax laws.

The following jurisdiction codes will be established:


State


Description

California

State tax





County tax





Local tax






District taxes:






Alameda County – BART & TIA






Los Angeles County






Santa Barbara County






Santa Clara County






Sonoma County


Massachusetts
State tax


Maryland

State tax


New Jersey

State tax


New York

State tax






County/City:






Corning (City)






Steuben County


The system provides detailed reporting supporting all sales and use tax transaction. The information is sorted by tax jurisdiction code.  

3. Description of Improvements

Vastly improve the accuracy and reporting associated with sales and use taxes.

4. System Configuration Considerations

Accounts Receivable Overview

FI-Accounts Receivable is an integrated part of sales management.   Once a sales order and billing document is generated in SD, a corresponding AR document is created in FI, which contains the customer, revenue, tax, and costing related details.  All customer invoices and credit memos will be created via the SD module.  Creating manual invoice(s) or credit memo(s) should be limited to those rare instances where SD functionality cannot be used. 

There is a range of tools available for documenting the transactions that occur in Accounts Receivable, including balance lists, journals, balance audit trails, and other standard reports. When drawing up financial statements, the items in foreign currency are revalued, customers who are also vendors are listed, and the balances on the accounts are sorted by remaining life.

Master Data Management

1. Requirement / Expectations

Business transactions are posted to accounts and managed using customer master data.   The master record controls how business transactions are recorded and processed by within the system. 

Customer master data provides functionality to:

Provide default values when posting transactions to the customer accounts (e.g. payment terms, reconciliation account, sales tax jurisdiction coding, etc.) 

Automatically provide details in financial documents for processing business transactions.  

Authorization groups are for security over master records maintenance.

Customer master record maintenance responsibilities will reside in the Finance area to the extent company code view of the master data is concerned.  Standard SAP transactions will be used to create, maintain and delete customer master records. Master record sales view data will be maintained by the respective Sales personnel in each of the respective  affiliates.

Unique internal number ranges will be assigned to each customer account groups.

Customer reference data (i.e. name and number) in the legacy system will be populated in the ‘search term’ fields of the customer master during initial conversion, thus facilitating cross-referencing to historical transactions.  

2. General Explanations

a) The initial, manual load of customer master data will be the responsibility of the client. 

b) During the creation of customer master records it will be necessary to assign an account group to each customer. The account group controls:

· The number interval that will be used in assigning customer numbers 

· Which fields will be displayed and whether or not an entry must be made in these fields (field status when adding or changing customer master data 

 Customers will be assigned to one of the following account groups:

Z001
Sold-to party

Z002
Ship to Party

Z003
Bill-to party

Z004
Payer

Z005   Inter-company  

Z090
End Customers

c) All billing documents created in the SD module will have a corresponding document automatically created in Accounts Receivable identifying the appropriate sold-to party.

e) A ten character, customer number will be automatically assigned by the system.

3. Description of Improvements

Currently, varying practices are followed and different data are recorded for each customer.  Through the use of SAP a uniform corporate-wide customer master data creation process will be in effect as well as being a central repository for all customer data.

4. System configuration considerations

Invoices and Credit Memos

1. Requirements/Expectations

Invoices and credit memos will be created automatically via SD along with a corresponding AR document.  also expects that there be complete consistency of data maintained in both the AR and SD functions.

Separate document types will be created to differentiate between invoices and credit memos.

Going forward, all companies will have the ability to process invoices in currencies other than their local currency.

2. General Explanations

All invoices/credit memos to customers will be created in the SD module. Once this is done a corresponding AR document is created containing the customer, revenue, tax, and standard cost information. Only in rare cases, where there is no impact in SD should a manual invoice/credit memo be created by a user. 

Credit memos arising out of movement of goods that are repetitive/significant in nature would be processed through Sales & Distribution module.  Credit memos that are purely financial in nature would be processed through AR.

All documents will be ten numeric characters in length.

3. Description of Improvements

Currently all sales documents are re-entered in various external systems. These are in turn posted into the revenue accounts / AR sub ledgers manually or thru batch processes.  However, in SAP the AR module is integrated with SD module thereby avoiding duplication of efforts while maintaining data consistencies.  This is major process change.  

Sales data inconsistencies will be eliminated and operations tightly integrated with credit management activities thereby enabling credit checks at various stages of transactions with the customers.

Obviates the need for manual reconciliations and facilitates faster period end closings.

Eliminates the need for manual invoices within Accounts Receivables.

Eliminates the need to reconcile general ledger balance to sub-ledger.

4. System Configuration Considerations

CO-PA configurations will need to be carried out to ensure product profitability is properly recorded and values passed through to profitability analysis.

Customer Payments: Incoming Payments

1. Requirements/Expectations

 expects that all that all US incoming customer payments will be automatically processed in Account Receivable and open items cleared. Offshore companies will continue to process payments as they do now. Regardless of the method of cash application, data and account integrity is to be maintained.  Assumption is lockbox and bank e-files.

2. General Explanations

SAP, via its lockbox processing feature can accept bank file input. Once received, a local job will be run to present the data to AR for processing. Upon upload into AR the corresponding entries to AR and Cash will automatically be made.  As part of this AR processing an attempt is made to clear the appropriate open items.  To facilitate this, the SAP standard program expects that the format of the bank data file is compatible with the US standard BAI2 format. Only Erwin Park facility currently utilizes a similar process. 

In addition to various pieces of control data associated with the bank transmission the bank file contains the bank number and bank account number of the company sending the check and the number of the invoice being paid. The system then attempts to match bank and account data with similar data maintained on the customer master record.

 There are 4 possible status levels for each record processed: 

a) Applied - payment posted to customer account, payment advice is fully cleared

b) Partially Applied - customer identified, payment advice has cleared one or more invoices and posted the remaining amount to the customer's account

c) On Account - payment advice posted to the customer account but no invoices are cleared because of some form of mismatch (e.g. invalid invoice number, differences between amount billed and paid)

d) Unidentified - customer account could not be determined (i.e. there is not a match between the bank and account numbers displayed on the bank file and any found on the customer master file)

Manual posting and clearing of customer payments is also possible in SAP via standard SAP transactions.  A payment can be posted on account and cleared later or can be posted with clearing immediately.   Wherever manual processing is required by  affiliate, SAP standard functionality can be used.

3. Description of Improvements

Improve efficiency in the application of payments especially in those locations where lockbox processing is adopted.

Eliminates the need to reconcile general ledger balance to sub-ledger.

4. System configuration considerations

During the migration from the current AR system to SAP lockbox processing should the length of the invoice number be either increased or decreased it will be necessary for the companies involved to contact bank back-office personnel to advise them of the change and its effective date, and then work out a time frame for the transmission of the necessary test transmissions to ensure a smooth transition. 

Should the Fremont CA. location decide to adopt lockbox processing additional configuration and testing will be necessary before they can go live. 

From the client’s perspective it will be necessary to write an ABAP program that enable the bank file to be uploaded to SAP automatically on a daily basis. Functional requirements will be forthcoming.

Data Load of Accounts Receivable Open Items

1. Requirements/Expectations

Development of a program that will enable  to upload open A/R line items for its US based companies. The source of this upload will be items opens in the legacy system as of 07/31/04. 

2. General Explanations

In order to allow normal “post-implementation” processing, of all open A/R items, the items will need to be uploaded to SAP immediately following the close of the legacy A/R system. During the upload customer invoice numbers will also be changed to conform to the new standard. 

3. Description of Improvements

Enhanced clearing of open A/R items in subsequent months.

4. System configuration considerations

The client will need to access the possibility of an early cut-off of transactions in July to facilitate this upload.

The functional requirements for the necessary program will not only address mapping of data elements but also the need to change legacy customer numbers to new SAP numbers.

Accounts Payable Overview

Postings made in FI-Accounts Payable are simultaneously recorded in the General Ledger where different G/L accounts are updated based on the transaction. The system contains due date forecasts and other standard reports that you can use to help in the monitoring of open items.

 can design balance confirmations, account statements, and other forms of reports to suit their requirements in business correspondence with vendors. There are balance lists, journals, balance audit trails, and other internal evaluations available for documenting transactions in Accounts Payable

Master Data Management

1. Requirements/Expectations

Separate vendor groups would be created to distinguish between approved vendors, employees, service suppliers and general vendors..

2. General Explanations

Business transactions are posted to accounts and managed using vendor master data.   The master record controls how business transactions are recorded and processed by the system. 

Vendor master data provides functionality to:

Provide default values when posting transactions to the vendor accounts (e.g. payment terms, reconciliation account, etc.) 

Automatically carry details in financial documents for processing business transactions.  Bank details and the payment methods (check or bank transfer, for example) are required for automatic payments and check printing.

When working with master records, you can prevent certain users from accessing an account by setting up authorization groups.

Vendor master records will be maintained centrally.  Finance personnel will be responsible for creating the accounting views of a vendor master record.  Standard procedures and work instructions for the creation, maintenance and deletion of vendor master records will be developed during the implementation.  Standard SAP transactions will be used.  

Unique internal ten character number range, would be assigned to all the vendors accounts groups.

The vendor references (i.e. vendor name and number) in the existing systems will be populated in the ‘search term’ fields of the vendor master during initial conversion of legacy data so as to facilitate cross-referencing to historical transactions.  Only active vendor masters would be uploaded into the SAP system.

The vendor groups that would be created globally are:

Z001
Approved Vendors List for Manufacturing

Z002
General Vendors Manufacturing

Z003
Goods Suppliers

Z004
Service Vendors

Z050   
Inter-company

Z090
Employees

The initial load of vendor master data will be accomplished via an upload from the legacy system.

3. Descriptions of Improvements

There will be a central repository of vendor master data facilitating uniform reporting. 

Duplication of vendor masters will be avoided as the Materials Management and Finance functions share the same common data maintained for vendors.

 4. System Configuration Considerations

Vendor Postings

1. Requirements/Expectations

Accounts payables and MM integration functions at  would undergo major changes and cover the Logistic Invoice Verification process.

Invoices and Credit Memos

SAP will facilitate invoice verification of inventory and non-inventory items related invoices with reference to the Purchase order. This process is applicable to almost all procurements.

Purchase orders with account assignments will be charged to their G/L accounts via the relevant account assignment.   In the case of projects, marketing campaigns, and sales promotion related expenses, the cost/expense would be assigned to either a cost center, internal order, and/or a cost object created for this purpose.  

Credit Memo reference to purchase orders will be generated using the MM functionality. If no purchase order reference is required, credit memo can be generated using either MM or FI module. All Invoices will be processed based on the Vendor master record.

2. General Explanations

All Invoices will have system generated internal document numbers.  All invoices will be processed via LIV (Logistics Invoice Verification).  Please refer to the MM (Material Management) Global Blue Print section on this process.

However,  can enter manual invoices within account payables using the standard invoice entry functionality.

All employee travel expenses will be processed as manual vendor invoices.

3. Description of Improvements

Duplicate entry of invoice data is greatly reduced, as most invoices will be entered via LIV.

Automatic updating of sub-ledger and G/L ledger data will ensure that the sum of vendor open items will be in balance with the G/L.

Balances can be viewed per vendor account with functionality to drill down to the item level.

Improved reporting flexibility. No need to physically track the invoices to ascertain details about invoice amount, payments etc.

4. System Configuration Considerations

Integration between FI/MM and should be taken into consideration when creating the Master data

Materials Management Sub-modules Description
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MM-LIV – Logistic Invoice Verification: 

· As the vendor sends the invoice, the system has the expected prices, payment conditions, taxes and delivery date from the Purchase Order and the expected quantity from the Goods Receipts.

· So, when the invoice is received, SAP can compare expected values with real invoiced values. If it detects a discrepancy, the invoice can be posted but blocked for payment.

· After inquiry, an adjustment will have to be done (accept the vendors invoice, or force the vendor to stick to the expected conditions), so that the blocked payments can be (automatically) released.
Materials Management: used sub-modules flow
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Logistic Invoice Verification

1. Requirements / Expectations

· Definition: 

A LIV System allows checking if the real invoice parameters match the values expected after Purchase Order and Goods receipts occurred (expected quantities, expected price, expected date).

That system should help identify discrepancies between real and expected, and block payment until they are cleared.

· Points in common to all countries (already made decisions):

· Invoice parking

When an invoice has a discrepancy, the operator does not register it, but parks it, to register it later, when the error has been solved. 

The other option that was chosen instead is SAP invoice automatic blocks:

When an invoice has a discrepancy, the operator registers it, but SAP blocks the payment until the discrepancy has been cleared. 

· One line on an invoice verification screen will represent one delivery (SAP also allows that one line on an invoice verification screen stands for one Purchase Order line. 

· All countries will have alternative invoicing parties and alternative payees.

· Invoice reduction

When there is a quantity or price discrepancy, SAP generates the credit note (or that clears this discrepancy on behalf of the vendor. This operation can be decided by the operator or predefined through an “agreement” with the vendor.

2. General Explanations

Local adaptations can be customized. After those decisions (point 1) were made, a central core model can be drawn.
Central core model:

a. A/P receives the invoice

b. On LIV transaction, A/P would key the total invoiced amount, and one or more criteria* meant to call non invoiced deliveries (*criteria: one or more deliveries, one or more Purchase Order(s), or a vendor).
c. SAP proposes the selected lines (one line = one delivery), from which some may be manually deselected.

d. SAP calculates the expected total of the selected lines (expected prices = Purchase Order prices and expected quantities are the SAP GR ones) and checks it against the invoiced one.

e. If SAP does not detect any discrepancy (if expected = invoiced), SAP allows to post the invoice, with a status “released for payment”.
Possible local adaptations:
Each company can choose to block systematically all invoices so that a Manager releases them one by one online.

If SAP detects a discrepancy, price / quantity or both: 

f. If the error is very small (within a customized small difference tolerance margin): the difference will be following the account.

Possible local adaptations:
Each company can choose their own small difference tolerance margin (which can be 0)
g. The error is big (out of the small difference tolerance margin) : A/P must identify which line item (delivery) is wrong, and key the invoiced amount (and eventually modify the default expected quantity)

h. SAP identifies the type of error: price, quantity or both, at position level and allows 3 options:

Option 1: park the invoice

Option 2: post the invoice (automatic blocking functions): the invoice will be posted, but, with automatic status “blocked for payment”,

Option 3: invoice reduction  

Possible local adaptations:
Each country can customize for quantity errors, for price errors, tolerance margins within which the error is automatically accepted.
i. To release invoices with status “blocked for payment”, several options are possible

j. If blocked for price discrepancy: 

The program will automatically release (unblock) the invoice after a credit note has been posted (it was a vendor’s error), or the expected Purchase Order price has been modified (it was a buyer’s error).

k. If blocked for quantity discrepancy: 

The program will automatically release (unblock) the invoice after a credit note has been posted for the exceeding quantity (it was a vendor’s error), or subsequent goods receipt has been processed by the warehouse (it was a warehouse clerk’s error),

l. If blocked for quantity or price discrepancy: 

A manual process allows accepting both type of discrepancy (through “GR-IR account management” transaction)
m. Indirect acquisition costs:

1) Planned (planned in the Purchase Order):

The system expects 2 invoices for the same delivery: one for the material, one for the transport, and will take into account indirect acquisition costs in stock valuation.

2) Unplanned (not planned in the Purchase Order):

The system allows to post 2 invoices for the same delivery: one expected for the material, one not expected for the transport, and will take into account indirect acquisition costs in stock valuation.

3. Description of Improvements

Improvements by localization-tolerance margins will have to be defined and customized locally.
4. System Configuration Considerations

All “tolerance margins” customization will be done locally (because it is done by (company code)

Vendor Payments

Manual Outgoing Payments

1. Requirements/Expectations

Payment will be made to vendors only after receipt of invoices, approval and completion of goods receipt process. An exception to this process would be where an authorization for check is presented.  Pre-payments have to be taken into considerations too.

 2. General Explanations

Although manual payments are generally discouraged by  there are some instances where it will be necessary to process manual checks. All other payments will utilize the Automatic Payment process.

Automatic Outgoing Payments

1. Requirements / Expectations

2. General Explanations

Vendors are automatically paid via checks.  Such payments are processed once every week.

Most vendors and employees payments are made via checks or wire transfers.

Before checks are printed, the payment proposal allows the to user to select or deselect any item(s) from the payment run.  

Although payments are integrated as a single step process, payment proposal list and check printing could be two independent activities as required by  companies.

3. Description of Improvements

On-line check register will be available.

Details of all vendor related payments for all invoices would be available on-line.

Payment proposal and check printing will be two independent activities.

Eliminates the need to reconcile general ledger and sub-ledger balances for A/P but not for cash.
4. System Configuration Considerations

House Bank information needs to be configured. “Bank is going to change, not yet identified.”

General ledger accounts for bank accounts need to be defined.

Check lot numbers need to be set. 

While SAP provides for the internal identification of 1042 (partnership) and 1099 (non-employee compensation) type vendors it only flags related transactions processed subsequent to the vendor master record update. In many instances the determination that a vendor qualifies for 1042/1099 reporting occurs after the payment of one or more invoices. Therefore, it is necessary that an ABAP program be developed to enable update of these documents at some later date. Functional requirements for this program will be forthcoming. 

Account Clearing [AP]

Manual Clearing

1. Requirement/Expectations

 companies would like to have the functionality where vendor open items can be cleared either manually or automatically.  First process is automatic clearing and all, which do not match, will require manual clearing.

2. General Explanations

Standard SAP will enable the manual clearing of AP related transactions.  This is required wherever transactions do no contain sufficient details for automatic clearing.

Automatic Clearing

1. Requirements/Expectations

Standard SAP provides for the automatic clearing open items.

2. Explanations of Functions and Events

Automatic clearing takes place on the basis of predefined criteria to group together open items per account. If the balance of the group of open items equals zero in local, foreign, and where applicable, the parallel currency, the items are marked as cleared.

In addition to standard criteria, account type and account number or range, up to five additional criteria can be defined for the clearing process.
3. Description of Improvements

The open item management is automatic and sum of vendor balances will always agree with the GL. 

All postings are in real time.

4. System Configuration Considerations

Configure the Clearing program based on country specific requirements.

Data Load of Accounts Payable Open Items

1. Requirements/Expectations

Development of a program that will enable  to upload open A/P line items for its US based companies. The source of this upload will be items open in the legacy system as of 07/31/04. 

2. General Explanations

In order to allow normal “post-implementation” processing all open A/P items will need to be uploaded to SAP as immediately following the close of the legacy A/P system. 

3. Description of Improvements

Enhanced clearing of open A/P items in subsequent months.
4. System configuration considerations

The client will need to assess the possibility of an early cut-off of transactions in July to facilitate this upload.

The functional requirements for the necessary program will not only address mapping of data elements but also the change in vendor numbers.
Bank Accounting (FI-BL) 

1. Requirements/Expectations

This component provides control over bank related transactions. 

2. General Explanations

It includes management of bank master data, cash balance management (check and bill of exchange management), and the creation and processing of incoming (lockbox processing) and outgoing (vendor) payments. It is possible to freely define all country-specific characteristics, such as the specifications for manual and electronic payment procedures, payment forms, or data media.

Bank Master Data
 

Purpose

Create bank master data in order to enable the incoming and outgoing payment program to work.

Features
Defined here is general bank information (e.g. bank identifier, name, address, bank contact), identify specific bank accounts and if you have a special bank for lockbox processing.

Cashed Checks 
Use

Electronic transmission of cashed checks data can use program RFEBCK00 to import into the data into SAP and convert it to the required SAP format. This program can also be used if such data is manually loaded into an EXCEL file. 
Features
Program RFEBCK00 imports the information on cashed checks delivered by the bank and generates the clearing entries (debit outgoing checks account, credit bank account). It also marks as "paid" the checks in the check register.

The clearing entries can be placed in a batch input session (batch input mode) or be posted immediately (call transaction mode).

Since there is no standard for cashed check data either in the US or most other countries, a preprocessing program is needed to convert the bank format to the entry format of this program.
 

Lockbox
Use

Lockbox processing is a procedure, used mainly in the US that enables companies to clear open AR items in a more timely and efficient manner.  In addition to basic debiting the client’s account the bank also keys the invoice number(s) shown on the remittance advice. This information, along with batch control data, is then transmitted to the company. The lockbox files can be formatted in either BAI or BAI2 format.

Bank transmissions are normally made daily. From this data carrier, postings are then generated for accounts receivable and G/L accounting.

The biggest advantage to the company is the increased accuracy and reduction in effort in clearing open items. 
Asset Accounting

Asset Management Overview 

Asset accounting module is used for managing and supervising fixed assets. Country specific customizing is done to Asset management to set rules specific to legal requirements of that country.

Asset management integrates easily with feeder systems like Material Management, which makes it possible to post from the Materials Management (MM) component directly to FI-AA. Depreciation and interest entries can be calculated and posted directly to the Financial Accounting (FI) and Controlling (CO) components. 

Asset accounting in SAP encompasses the entire lifetime of the asset from purchase order or the initial acquisition through its retirement. The system calculates, to a large extent automatically, the values for depreciation, interest, insurance and other purposes between these two points in time, and places this information in varied forms in the Information System.

 would be using the following Organizational units in Asset Accounting:

a) Chart of Depreciation specific to each country

Charts of Depreciation are used to manage various legal requirements for depreciation and valuation of assets. Charts of depreciation are usually country-specific and are defined independently of other organizational units.

	Company Code
	Company Name
	Chart of Depreciation.
	Description

	9000
	 Holding
	9000
	  Chart of Depreciation

	2000
	 France
	2000
	  Chart of Depreciation

	2100
	 Italy
	2100
	  Chart of Depreciation

	3000
	 USA
	3000
	  Chart of Depreciation

	4100
	 Canada
	4100
	  Chart of Depreciation

	4200
	 Germany
	4200
	  Chart of Depreciation

	4300
	 UK
	4300
	Chart of Depreciation

	4400
	 China
	4400
	Chart of Depreciation

	5000
	 Cayman
	5000
	Chart of Depreciation


b) Depreciation Areas for Book, Tax, Legal requirements
Depreciation areas are used to calculate different values, in parallel, for each fixed asset for different purposes. For example, you may require different types of values for the balance sheet than for cost accounting or tax purposes. Usually the depreciation terms and values necessary for different valuations are managed through depreciation areas of each asset. 

The specified depreciation area (i.e. Book Depreciation) would be used by  Inc to store values for an asset under the Chart of Depreciation. 

	Val. Area
	Valuation Area 

Description

	1
	Book Depreciation 

	10
	Federal Tax ACRS/MACRS

	11
	Alternative Minimum Tax

	12
	Adjusted Current Earnings

	13
	Corporate Earnings & Profits

	20
	Cost-accounting Depreciation (optional)

	30
	Difference Between Book and MACRS (optional)

	31
	Difference Between MACRS and ALT. MIM. (optional)

	32
	Difference Between MACRS and ACE (optional)

	33
	Difference Between MACRS and E&P (optional)

	40
	Consolidated Balance Sheet in Local Currency

	41
	Consolidated Balance Sheet in Reporting Currency

	42
	State Modified ACRS

	80
	Insurance Revaluation


      Similar depreciation areas would be created for all the countries depending on the   

      applicability of account, tax and legal reporting requirement.

Following diagram explains the functionality of depreciation areas that would be set-up for all group companies of .
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c) Asset Classes:

Asset classes are used to structure fixed assets according to the requirements of the organization and apply to all Company Codes.  Asset Classes offer following advantages:

Default values

The asset class provides default values to all asset master records in the class and hence functions as a sample master record and makes it possible to create new asset master records without errors. The screen layout, tab layout and the field characteristics (required/optional/suppressed) of the asset master record can be set for the asset class. 

Number ranges

The asset class would control the assignment of asset numbers. 

Reporting 

The asset class is a selection criterion in all-standard reports in Asset Accounting. In addition, you can also request sorting and totaling by class-specific characteristics.

Existing assets in the legacy system have to be re-grouped in SAP compatible asset classes. 

 Asset classes would have numerical numbering as under

	Asset Class
	Asset Class Description

	1000
	Land                  

	2000
	Buildings        

	3000
	Machinery & Equipment  

	4000
	Leasehold Improvements

	5000
	Motor Vehicles          

	6000
	Office Equipment

	7000
	Furniture & Fixtures

	8000
	Computer Hardware

	9000
	Computer Software

	10000
	Assets Under Construction

	11000
	Low Valued Assets

	12000
	Goodwill

	13000
	Other Intangibles


New asset classes would be created during local realization depending on country specific requirements.

The Asset Accounting module offers the following main benefits:

· Automatic integration between GL and Asset Accounting system.

· No need to post manual GL entries for any transaction associated with asset viz. depreciation, capitalization, etc.

· Automatic calculation of various kinds of depreciation for Tax, Book and Cost purposes.

· Depreciation planning now made possible.

· Automatic posting of depreciation to various cost centers.
Master Data Management

1. Requirements/Expectations

2. General Explanations, Functions & Events

Asset Master: 

The asset master record contains all information relating to an asset that remains unchanged over a long period of time:

· Technical master data

· Organizational allocations (usually time-dependent)

· Depreciation terms

The system stores all the values and transaction data per each asset master record. The structure of the master record is identical for all asset main numbers and asset sub-numbers. Therefore, the basic procedure for creating any of these objects is essentially the same.

In SAP, asset master records are structured according to functional and goal-oriented requirements.  In order to make it easier for the user to create, maintain and evaluate master data, the varied individual information is structured according to its area of use and the relevant functions in the system. 

The asset master record consists of two main parts: 

a) Data for Master maintenance

This part of the master record contains concrete information about the fixed asset. The following field groups exist: 

· General information (description, quantity, etc.) 

· Account assignment 

· Posting information (for example, capitalization date) 

· Time-dependent assignments (for example, cost center) 

· Information for plant maintenance 

· Leasing conditions 

· Investment support measures 

· Information on the origins of the asset 

· Physical inventory data 

b) Data for Calculating Asset Values
You can specify depreciation terms in the asset master record for each depreciation area in the chart of depreciation. In order for you to make these specifications, the master record contains an overview of the depreciation areas. In addition, there is a detailed display available for each depreciation area. If there are depreciation areas that are not needed for a specific asset, it is possible to deactivate these depreciation areas at the asset level.

      
SAP supports the following functionality:

· Creating the Asset Master Record
· Recording Changes: Some of the changes that can be made are normal master record information and entries regarding valuation, time-dependent allocations to organizational units that are not relevant to the balance sheet (for example, plant), time-dependent allocations to organizational units that are relevant to the balance sheet, assignment of the asset to the asset class etc.
· Displaying Asset Master

· Locking Assets

· Deleting Assets

3. Description of Improvements

· Uniform practice can be followed throughout  worldwide while creating assets.

· Uniform number ranges throughout the group companies harmonize the master data management and system generated serial numbers, augments in meeting the country specific statutory requirements.

· Brings granularity in master data details across all  group companies.  In addition to the predefined organizational structures in Asset Accounting, the evaluation groups and certain user fields allow  Inc to classify assets.

· Facilitates organized structuring of assets on the basis of asset groups/sub-groups, asset classes and balance sheet requirements.

· Single repository of all details pertaining to an assets.

· Time dependant data can be maintained for several crucial assignments like Cost center, Plant, Activity type, Internal order (costs), Location, Room, personnel number, Multiple-shift factor, Shutdown indicator, Maintenance order, Maintenance project, etc.

· Offers functionality of validations and substitutions to ensure correct creation/posting of asset related transactions.

· Facilitates mass changes to master data.  For example changing cost centers, depreciation keys, legacy data, etc.

4. System Configurations Considerations

Screen Layout and Number ranges will be consistent across all  affiliates worldwide.  Broad parameters would be pre-set in the SAP R/3 system during global realization phase even while leaving enough flexibility for customizing to country requirements during local realization.

Validation/Substitutions to be developed locally subject to local requirements.

Asset Acquisition

1. Requirements / Expectations

2. General Explanations

Asset acquisition can either be processed directly within FI-AA or used in conjunction with Materials Management module of SAP, i.e., either integrated or non-integrated postings.

When used with the Materials Management (MM) component, you can post an asset acquisition within the framework of the ordering process in purchasing. 

Unlike most other business transactions, external acquisition using a purchase order requires a sequence of steps to be performed at separate times: 

· Creating the purchase requisition

· Creating the purchase order

· Posting the goods receipt

· Posting the invoice receipt

· Invoice Verification

· Payments

When you use the SAP integrated ordering process, you first have to create an asset master record. You can then post the purchase order or the purchase requisition with account assignment to the asset. It is also possible to create fixed assets from within the transaction for creating the purchase order. This means that you can carry out both steps, "create asset" and "create purchase order” or “purchase requisition," within one transaction. If the asset you create is incomplete because essential asset master data information is missing, the asset has to be completed later.

When the goods receipt or the invoice receipt is posted, the system automatically capitalizes the asset. From an organizational perspective, it may be difficult to create an asset master record with the purchase order. There is therefore the option of creating a purchase requisition first, without account assignment. Then you refer the asset in the purchase order that results from the purchase requisition.

Asset postings functionality also offers the following:

a) Can handle transactions like acquisition and production costs of fixed assets acquisitions, retirements, transfer postings, post-capitalization; Down payments, investment support measures, manual depreciation, write-ups, etc

b) Line items level of transaction is recorded.  From the point of view of Asset Accounting, line items are a proof of how the values displayed for an asset came about. For each transaction, a line item is created for each depreciation area in which a posting is to take place. This line item contains the transaction type, asset value date, posted amount, depreciation, and interest on a transaction as well as any proportional value adjustments.

c) Depending on the specifications in the chart of depreciation and in the asset class, you can manage multiple depreciation areas per asset.

d) Particularly in the case of low value assets, it is often preferable not to manage a separate asset master record for each individual fixed asset. Instead it sometimes makes sense to manage a number of assets on one master record.

e) When you post an asset retirement, you can enter theproceeds from the sale of the asset. The system automatically determines the gain or loss (affecting income) as the difference between this proceeds and the book value of the asset being retired. Since gain or loss from asset retirement does not occur regularly, they have only limited relevance for management accounting.  Asset Accounting offers multiple ways of treating the loss/gains on asset related transactions.

3. Description of Improvements

· Facilitates monitoring of assets from requisition to procurement until payment of vendor invoices.

· Avoids duplication of processes as assets details once entered are carried from process to process. 

· Facilitates online availability of purchase order information at the time of paying vendors, which, in some  affiliates, are handled either manually or through offline systems.

· Posting of asset acquisitions and retirements that are integrated with accounts payable and accounts receivable which means the sub-ledgers are always in line with general ledger.

Asset Management is seamlessly integrated with other modules of SAP as under thereby eliminating manual postings, reconciliations and maintenance of non-integrated system

· Materials Management for Materials reservations, Goods Receipt and Invoice receipt

· Plant Maintenance and Production Planning for settlement of maintenance/production orders

· Controlling for posting of depreciation and cost planning

· General Ledger for automatic posting to asset, depreciation, retirements, loss/gain, general ledger accounts

· For each transaction a line item is created for each depreciation area in which  a posting is to take place. This line item contains the transaction type, asset value date, posted amount, depreciation, and interest on a transaction as well as any proportional value adjustments.  This enables easy tracking of transactions and their relationship with original / source transaction.  It also supports ‘ Proof of Origin’ and ‘Original Document’ tracking that could be required for statutory purposes.
4. System Configuration Considerations

To ensure that following are configured:

Account determination for acquisitions, retirements, loss/gain, depreciation, taxes, material movements, valuations, etc.

Some countries have specific treatment of down payments to vendors for activities related to Asset under Construction work.  During Local blue-printing, requisite configurations will have to be carried out.

Depreciation

1. Requirements / Expectations

2. General Explanations:  

The Depreciation component makes it possible to manage the following types of depreciation in the system:

Automatically calculated depreciation types  are:

· Ordinary depreciation 

· Special depreciation

Every asset transaction in the Asset Accounting immediately causes a change of the forecasted depreciation. The planned depreciation is posted to the general ledger when the periodic depreciation posting is run as part of the period end processing for monthly closure of financial accounts.

Keys automatically control the scheduling and calculation of depreciation, interest and revaluation in the system. Planned depreciation from Asset Accounting must be periodically posted to the corresponding asset and expense accounts of the general ledger. 

3.  Description of Improvements:

Facilitates simultaneous, automatic calculation of depreciation for all kinds of assets for all purposes (e.g. Book, Tax, Legal, Alternate Minimum Tax, Insurance, Lease etc).

Posting of depreciation from Asset Accounting to the appropriate general ledger accounts is done automatically and system-reconciled.

System automatically ensures that all depreciation and interest are posted for all the assets of  to the right cost centers.

Facilitate planning / simulation by running future depreciation, up to 100 years, for primary cost planning purposes.  Determine planned depreciation and interest on a periodic basis for primary cost planning related to cost centers. Using a special report, you can transfer this depreciation and interest to primary cost planning in the Controlling (CO) component.

Facilitates different kinds of depreciation calculations planned, unplanned, special, transfer to reserves, etc., depending on country specific and statutory requirements.

Can handle large volume of transactions in a single process.

4. System Configuration Considerations

· To ensure that country specific depreciation keys, calculation methods and cut off values are configured.

· Based on country specific requirements, applicability of functionality for automatic parallel valuation of currencies for asset and depreciation related transactions needs to assess.   In order to post to FI with parallel currencies, set up a depreciation area with the following features for each currency: 

-  The currency type and the currency in the depreciation area are identical to those for the parallel currency it represents (in the company code). 

-  The depreciation area has identical depreciation terms and the identical acquisition values as the book depreciation area (mandatory takeover). 

The system then automatically supplies the corresponding posting documents with the additional values from these depreciation areas. The values from these areas will be posted to the general ledger (independent of their posting rules in the area definition).

· Requirements regarding investment support measures should be studied for each country and configurations carried out.

Settlement of Asset under Construction

1. Requirements / Expectations

2. General Explanations

The primary business process in asset accounting is the purchase of assets and/or the capitalization of in-house produced goods or services. Assets under construction are acquisitions to fixed assets that some countries do not  permit  to be capitalized and depreciated immediately. The options below apply to direct capitalization:

· Collect the costs using an investment measure (an order or a work breakdown structure element with an asset under construction linked to it, OR

· Collect the costs on an independent asset under construction in the Asset Accounting (FI-AA) component.

An asset that you produce yourself has two stages in its life that are relevant for accounting from the point of view of your company:

· Under construction phase

· Useful life

Generally, an asset has to be shown in different balance sheet items, depending on the phase that it is in. Therefore, it is necessary to manage the asset as a separate object or asset master record during the construction phase. The transition between these two phases is called "capitalization of the asset under construction".   You can manage assets under construction in the system as individual master records, just as you do completed assets.

3. Description of Improvements

4. System Configuration Considerations

Country specific Down Payments process will have to be configured during local realization phase.

Country specific requirements have to be met for settlement whether to customize for line items settlement or otherwise.

Post-capitalization

1. Requirements / Expectations

2. General Explanations

Post-capitalization functionality in SAP represents subsequent corrections to the acquisition and production costs of a fixed asset.  Wherever post-capitalization takes place,  the system newly calculates depreciation from closed fiscal years on the basis of the capitalization date entered in the asset master record.  The system then posts the historical APC as an acquisition to the asset balance sheet account, and the accumulated depreciation from past fiscal years to the accumulated depreciation account.   This posting, however, is to be made for a fiscal year that is already closed. This process would generally take place as part of a government tax audit.

Keys automatically control the calculation and scheduling of depreciation, interest and revaluation in above cases in the system, or you can control them manually using a special posting transaction. In both cases, planned depreciation from Asset Accounting must be periodically posted to the corresponding asset and expense accounts of the general ledger. When the system posts depreciation, it creates collective documents. It does not create separate documents for each asset.

3. Description of Improvements

· SAP offers an integrated solution asset write-up/correction functionality that completely meets the statutory requirements.

· Instead of individually calculating the deprecation for all affected assets, SAP automatically calculates and posts to the appropriate general ledger accounts even while offering complete audit trail of events and postings.

4. System Configurations Consideration

Retirements

1. Requirements / Expectations

For  Inc, the following asset requirement functions would be applicable:

· Retirement through Sale of assets either to a customer (requiring customer master) or without a customer where revenue from sales could be accounted through General Ledger and Asset Accounting.

Retirement through scrapping of assets with no realizable value
2. General Explanations

Asset retirement is the removal of an asset or part of an asset from the asset portfolio. This removal of an asset (or part of an asset) is posted from a bookkeeping perspective as an asset retirement. Depending on organizational considerations, or the business transaction, which leads to the retirement, you can distinguish the following types of retirement:

· An asset is sold resulting in proceeds being earned. The sale is posted with a customer.

· An asset is sold resulting in proceeds being earned. The sale is posted against a clearing account.

· An asset has to be scrapped, with no proceeds revenue earned.

· An asset is sold to an affiliated company warranting inter-company transactions

SAP offers several ways of handling the revenue accounting for asset sales that need to be customized for country specific requirements.

3. Description of Improvements

· Asset Accounting through SAP would facilitate  to carry life-cycle management of its Assets globally.

· Facilitates accounting for the asset disposal.

4. System Configurations Considerations

Closing Operations in Asset Accounting

1. Requirement/Expectations

2. General Explanations

SAP offers functionality to manage and monitor periodic processing in Asset Accounting using a powerful tool called the Schedule Manager. Schedule Manager is a tool for planning and overseeing business tasks. This tool makes it easier to carry out periodic processing, and is able to help automate these processes where possible. Using Schedule Manager, ’s operating managers can display at any point in time the status of the period-end closing activity that would enable them to align their activities so as to submit the financial reports timely to  Corporate.

In Asset Accounting, Schedule Manager helps to manage the depreciation posting and automatic posting of asset transactions from a depreciation area to the General Ledger.

Some important functions carried out as part of closing operations are:

a)  Multiple Valuations

Alongside the posting of depreciation (using the depreciation posting run as discussed earlier), the most important periodic processing you perform is the posting of changes to asset balance sheet values. These changes consist of all postings that affect the APC of the asset, including acquisitions, retirements, and so on.

As  wishes to calculate deprecations for book, legal, tax and other purposes, SAP offers functionality to post changes to asset balance sheet values from more than one depreciation area to the general ledger, if one of the following applies:

· You need to create different balance sheet versions, for example, for internal and external purposes. You can define any number of balance sheet versions per chart of accounts in FI (General Ledger) for this purpose. 

· You have a group depreciation area in a foreign currency, and you need to post changes to asset balance sheet values from this area to the ledger of the corporate group (see below). 

· You calculate special reserves for special depreciation in a derived depreciation area. (This is common in Germany in depreciation area 03 of the standard chart of depreciation.) 

b) Fiscal Year Change

From the point of view of the system, a fiscal year change is the opening of a new fiscal year for a company code. At the fiscal year change, the asset values from the previous fiscal year are carried forward cumulatively into the new fiscal year. Once the fiscal year change takes place, you can post to assets using value dates in the new fiscal year. 
c)  Preparations for Year-End Closing in Asset Management

The extent of closing activities in asset accounting widely depends on the requirements of the  affiliates in each country. There are some generic closing activities every affiliate must carry out as under:

· Executing periodic reports

You can use periodic reports to analyze, if the forecasted values meet the demands of the company or if they have to be corrected. After closing, these reports are used to document the latest state.

· Manual depreciation

Generally the depreciation keys in the master record determine the planned depreciations for the actual fiscal year. If you want to determine depreciations individually the system provides the possibility of manual depreciation. For example,unplanned depreciations or the transfer of reserves are typically entered manually.

· Posting the depreciation

Every movement of a complex fixed asset results in a modification of the forecasted depreciation but not in an update of the accumulated depreciation accounts for the financial statement. Only by carrying out a periodic depreciation run with a batch input session the planned depreciations for each complex fixed asset will be accumulated per posting level and posted in financial accounting.

· Fiscal year change

Fiscal year change means to open a new fiscal year for a company code. By carrying out a fiscal year change the asset values of the old fiscal year are carried forward to the new fiscal year. From then on you can post assets with asset value date in the new fiscal year though postings in the old year are still possible.

· Year-end closing

Running the year-end closing closes a fiscal year for one or more company codes from the accounting point of view. After you have carried out the year-end closing no more postings or value changes (for example by recalculating the depreciations) can be executed in the closed fiscal year.

3. Improvements

· Integrated closing operations between Asset Accounting and General Ledger

· System ensures that depreciation has been calculated and posted to all relevant cost centers even while generating document trails.

4. System configurations requirement

Special Purpose Ledger Overview

The Special Purpose Ledger (FI-SL) is a receiver system to which data created in other SAP applications are sent. It is not a sender system for other SAP applications.

1. Requirements/Expectations

In the application component Special Purpose Ledger, you can define ledgers for reporting purposes. You can keep these user-defined ledgers as general ledgers or subsidiary ledgers with various account assignment objects. Account assignment objects can either be SAP dimensions from various applications (such as account, cost center, business area, profit center) or customer-defined dimensions (such as region).

The Special Purpose Ledger allows you to report at various levels using the values from the various application components. The modules in the Special Purpose Ledger allow you to collect information, combine information, and create totals. You can also modify, assess, and distribute actual and plan values that are transferred from other SAP applications or external systems to the Special Purpose Ledger.

The use of the Special Purpose Ledger has no effect on the actual functions of other SAP applications.
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For  companies, FI/SPL will be used to meet both US GAAP and other statutory requirements.

2. General Explanations

The use of the Special Purpose Ledger offers the following advantages:

· Flexible database structures with additional fields

You can create your own database tables and define non-standard dimensions (such as valuation area) that meet your business needs. With this you are able to combine and total information for each account assignment combination at the desired level of detail.

· Selective data retrieval

Data flow is flexible in the Special Purpose Ledger. With the assignment of transactions to specific company code/ledger company/ledger combinations, you decide which ledgers are to be updated by the data created. You can further limit the number of ledgers that are updated by entering ledger selection criteria.

· Correction postings

In the Special Purpose Ledger you can make adjustment and correction postings. You are able, for example, to post data to various versions. Correction postings, for example, are useful for valuating currencies.

· Alternative charts of accounts

You can use various charts of accounts in the Special Purpose Ledger (operating, group, and country-specific charts of accounts).

· Alternative fiscal year with various fiscal year variants

In the Special Purpose Ledger, you can define your own posting periods. Accounting period definitions determine the fiscal calendar, which defines the fiscal year and the posting periods within the fiscal year.

If you define your own posting periods, you could then create weekly or monthly reports.

· Totaled line items from other applications

With the broad function palette of the Special Purpose Ledger, you can total, modify, assess, or distribute actual and plan data from SAP and external applications.

3. Improvements

With the Special Purpose Ledger, you can evaluate data from various SAP applications and organizational units and report on this information.

Each of the  affiliates are sending individuals reports consolidated from their off-line systems FI-SPL integrates and harmonizes the data as shown in the diagram below.

This graphic offers an overview of the functions available in the FI-SL System.
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4. System configurations requirement
The field movements from various modules into FI-SPL will be finalized based on country specific requirements.
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