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Perht1p'> \Our Lompan} alrl.'ndv hJs the intormation. but it will be as vvell for} ou to con­

firm e-.timak'> ol how oltl'n variou\ bu'>inec;~ funct1om • .tre likely to be performed in the 

tuture. \ trequentlv-performl'd opl'ration ')hould """-' il}S be tle'>1gned to be as fast and as 
econonrn:al 111 .,,·.,tern resourLl''> ,,, possible. Rare operatiom may be allowed more time 
and ma\ be 'ILheduled for ot1-pet1k hour\ perhapSi. 

Anticipating the Unexpected 

An emergelK) is U'>uall~ an ocLJs1on where the system mu'>t respond quickly. But do you 

1--no"' what l\pes of emergenC\ LOtild occur? Do >ou knO\\ their costs and the lil--elihood 
oi their brl'eding complicatiom? Who shall do what when somethmg ra re happens 
should he part of the system de')1gn. Nothing should be totally unexpected: There should 

be no gaps 111 emergenc~ pro,·ision. It does not necessarily cmt a lot of money to get 
people tu thinl-- the unthint..:abte· But it may be e\pensi\e to prepare a reasonable action 

plan on thl.' da\ when something goe<., \\rang. These contingency plans may have to be 

set up tor automatic mit1at1on. much 111 the manner of Jn emer~ency power generntor 
that has been programmed to -.tart ll'>elt 1f the normal 'iourt:e goes offline. 

On the other hand, experience with disJsters ;ind cata..,trophes has demomtratetl that 
some designs uf s~·.,tem ancl some di~.tributions of 1--nowlcdge are more prudent thJn 

others. Thi! Internet is an e\ample ot a system designed to carry on worl...ing, even ii a 
considerable amount of dJmage has been done to its t:omponents. The 1--novvledge of 
hO\\ to run the sy-,tem reside\ 111 man) pl.ices, and there .ire man)' pathway ... along "''h1ch 

this information cJn flow. \n .11ternatl\e approach is to comolidate the knov\'ledge 111 a 
central lcKalion and deknd it robust!\-. 

Another e\ample ot a distributable S) '>Lem h rnecl1cal knowledge. It may be a better strat­
egy Lo lia,·e manv people who urn do '>imple medical procedures rather than rely -;olely 

on a few who can perform <1ny procedure. The lattl'r approaL11 uepends on being able to 
1110\e the patient to the medical C'Xpert\ when nee<.'SS<lr\. 

The target LOl1Lept should 1mlude what ha'> to be done m the normal l.Ourse ol business 
and a reLog111tion at lea-.t of the t\ pes ol emergenL\ that could arise. 

Computing the Extent of Change 

Change h lO'ltly. P,1111t the walh and people spend time discussing the effect. Changing a 

procedure hit b) bit, by the evolutionary method, is a common practice in all walks of 
lite <1ml places ot work. fraumatic or .it least di<;conlinuou-, changes in the form ol revo­

lut1onarv worl--place upheaval ma~ litl\ e to be a comequence ii you decide to go for a 
targl't '>)'\tem concept which is quite unlike anything lllmmt. The benefib of largt' scale 

Lhange nn1'>t outweigh the 1nhen:nt co'>ls. 

Changing the \ .\P -:.tandard bu'llnt"1'> programs so a'> to make them better suited to what 

\'OU \-vant to do'" much ea'>ier th.in it 'iOuncls because the wstem has a myriad of sup­
porting tunttiom to help you sel' l!ow things are progres'ling and to propose sensible 
alld 11 iom .i 11d n:I i nemen ts to help vou get everything right the first Lime. 

But \'OU do h.we lo arrh·e at a tirm '>pec11icalion ot where you are going and where you 

Jr<.' '>lt11t111g lrom. 
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Selecting Functions from the R/ 3 Reference Model 

.\s you wor" down the proce\~ matrix \\ hich shows what \ ou are going to nl·e<l 111 lhc 

way of pro,grammed funLtiom. the Rn Rcterence Model wtll he able to pre">cnt you with 

scenarios that you wi ll recognize: sales nrdl!r processing, phy'>ical inventor) taktng, per­

sonnel recnuting, and ~o on. I 1gurc 6.2 illuc;trnte~ the top lewl of the pron''>S '\election 

matri> •. B) selecting any item on the display and using the '>pccial function keys, the U'.)er 

can set: am lewl of detail about the item of interest. 1 hi\ i<. reterreti to i.I'> "drilling 

down ." 

F " 
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'" 
processing 
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r 
Standard 

order 
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'" ,J 

r " 
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processing 
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Fig. 6.2 1 lw prnlc~~ 'l'lt:t:ll!Hl m<1tnx shO\\'\ \\ h.it" Ill thl' n/ { Rl'h.'l\.llll' \flldl•I 

The R/ 3 Analyzer Determines Processes 
A~ the target cone.cpl lor the S\ ~tern to c.,upport vour n1·w l'lllL''(Hiw I\ f(!linl!d, it lcHl be 

appro\'ed, \lJgl' h} stagl' \ttt..r the dl'')tgn of a wmporwnt Ila\ hcl'n .tpproVL'd, the Rn 
,\nalyzl'r wil I automall<..J If) 'il'll·c t thl rl'lt.?\'an t umkrl y 1 ng R/ ~ pron•<.w\ 

II it :ihoultl happen tllilt tllc1l' ll'main \Ollll' ''"Pl'<.:I\ ot \rntr t.11gl't uirllL'(ll tl1t1t .ire not 

J\i:1Jl,1hll' 111 t1 c.,tandard hmmc" tu11t t1<m 111 thl' Rn lkfl'rl'nn: l\lndl.'I. tht.:n y<111 mu\I 

1t11tiatl' th1: prou•c;.., ot dL'\ dopmg <:n tcrp1iW·\fWt1l1t \ll'l1ilt1m fr<1m \\'hith tht· prog1am­

t11L'T'> <.iHI < ll'.:tlc l'Otl.'f(>llW·\)H.>llfll prou•\\L'\ to hl' alith.•d ln your 1.tllllJMll\ \ \l'r')ion ol 

the st.rndard K/ ~ Fh·ll'fl'ntl' ~fodcl. 

Assigning Responsible Organizational Units to Functio ns 

f he frr(,I ')l.:igt ol ;tlJo<.Jtl!lg lunt ti<Hl'> tri nrg111111at1011.tl u111t'. \l\llf pr()l>Jhl\ lw larg\.'tetl 1111 

till' name\ .inti '>lCucturt· of dcp<1rtn11:11tc., ,111tl work wt 111111' th.11 t'\l\I ,d rl'ild) m Mt· ,111-

litipotcd for lhl' nt•'v\ 11r:.!ani1,Jt1011. You will prol>ahl ~ w1'h In .1....,1g11 1nh'> lu till• t1.1d1-

tio11,rl t<.'ill11'> th.ti <JIL' hc\I .t11k Ill tl11 tllt•fll. 

1 lowt•\ l'r, :J\ \'ou gn al1rn1t thi'> prn<.tdtirl. 11 11\.i~ httnml! 11lt\·1011., 110111 tilt• R/ ~ \11,11\·i'l·1 

th<il there c.ould bl d dtllcn:nt or.i.:,rnt1<1l1011al \ln1t111rL' h.i-.l:d on tlw w.1.,. till· \li11H.l.ml 

bu<iinc'I., tunct1un~ of the Rn Rl·l• ·tulll \lrnkl 11111·1all w11'11111c .inot lwr ,111d \\Ith till' 

act1vitJL\ ~ou hun: id~nttf1l·d lrr1m your lud~ ol lhL' tllrrl•11t \ltu,1111111 
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r or e\.ampk. tht: R/ { RelL'IL'nte ~1odl'I will not t:\.PL'Ct thL·re to hL' ttm· gaps in the com­

munilation Ll1cJ1111L'h bet\\LL'll tkpartnll•nh. nor\\ 111 1t v.clcomL' am manual entr> of 

data onto documents that the ... tand,ml R/{ sy'>tcm will normal!>· tomplete automati­

c,111\', a\ lltr clS flO'i'\tble. 

In parti<.:ular, you 111<1) be prompted into rcLommcmling that one or more layer-. ol su­

peffi-;ory ')tt1lf and manaxement be ablt1teu from your organizational chart. 

\nd J'i \Oll rat1011ahze the -.tructure ot ,·our t.irget orgt1111zation, '><>the information flows 

between the ne\\ units ,,·ill tall into plate 111 a better ~L11eme of drnng bus111ess. lndcetl. it 

may be the recognition that vou ha,·c '>ugge..,ted unm:C<.·<,sary information channel<. that 

promptc, \'OU into rt•Yamping vnur c,trndure 

Under tht: guidance of the Rn Anal~1cr, the Lonllnuou-; husine<,s process re-engineering 

ncle 1s 1ust t1bout ine,·itablL. !he following .,lcp') will bi.? wgge<.tt.?d: 

• De<iu1be the present 'i1tuation. 

• Model it from the Rf{ Retcrenu: ~lode! 

• ~tUd) the fin: ,.IC\\''i ill thl' lllO<.kl. 

• hlake needed t.hange'i. 

• Sec the Ill'\\' 1.kscript1on displayed b) the R/3 Ant1lyzcr ~Y'>IL'lll. 

• Repeal the t' Lie, if ncu?~<iar). 

The Target Enterprise Model 

h'entually, adjLhlnH•nts will ht' stoppctl <1nd ~·ou will he left\'\ ith the target model ot the 

cnterpme you \Vt'>h to create. It is an integratL·d model because )' OU have built it by '>L'· 

lccting '>tandard bu<;ine-,., lu11ttion<. lrom the R/ ~ ReferenLe :\fod<.:I. It should he clo\e to 

what \ ou want heL,1me you '>tarted \\ ilh a t1e ... u1 ption ol the t.Ltrren t situation and fol­

lowed the ad,·in: of the R/ ~ Analy1er. I hen, you .icu:ptetl the 1ntormation !lows tha t it 

'>uggeste<.I ,..., cssL·nll.il if the S\ '>tern h to remain ,1 viable Jntl integrated one. 

I here LOuld be two types ol di')ucpanucs between your target enterpn'>e mo<ll'I and the 

ideal: 

• The R/1 Rell'rL•nce 1\ lodcl doc'> not indude J function that niur partit.ular bu\1ness 

req u 1 res. 

• I he <.election \OU haw made from lht: Rf{ '>tand.ird busine'>'> software CO\'ers the 

pmtL''>\L''> you need but the emu1ng .,~ '>lem doe'> not seem to he an e:'\aLt fit lo your 

requin:mc:nt'I und the uc,1.•r intL·rf,1Le doe') not bear the unmhtakable imprint of your 

bu-.ine'i'i <111d your u>rporation. 

'I he fir'>l dt\uepam\ b a 'llgnal to look in the R/1 Reference 1\-lodel again more carefully. 

II there.· h \till -,orncthing n1h'11ng, lh<.·n thh will have In he defined a~ a new program 

dl0 \Lloprnent proj1:t.I tor work\\ ith the \B \P/.t- programming language ~upported h> the 
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ABAP/4 De\'elopment Workbench, which 1s discussed in Chapter 27, "ABAl'/4 Pmgralll 

Development '"'ith the R/1 Workbench." Meanwhile, vour target enterprhl' model will 

have to be content with a definition of the information flows and functional specifica­

tion for the nev. compom·nt until it has heen den~loped and tt:·'>tcd. 

The second discrepanC) between the target enterprnt' model and vd1.it you Jl'allv want 1s 

a matter for customizing 

The R/ 3 Analyzer Sele<ts Predefined Customizing Activities 

The SAP R/3 standard software is designed on the asrnmpt1on that the client com pan} 

will want to alter 1t. Yet the dient companv does not '"'ant to have the '><>ftware rebuilt in 

its ent1ret). And at no stage in the mod11lc.at1on procc'is doe" the client "'ant to ha'c the 

S}'Stem fail because of a programming error. 

The SAP approach to customizing is to have all the ~oftware 1ctcr to parameters that arl' 

stored in tables in standard formats lhe c.mtom121ng rnodule gh·e.., the implementing 

companv acces'\ to these tables but not to the underlying '>off\.,·are. fherefore, the client 

cannot do anything that will crash the R/"3 svHl'm. 

For example, a standard busine<is progrnm to conduct warehou'e management will refer 

to a table of the tvpes of storagL facillt\ that might lw found in a warehouc,l' All thl' 

common tYpes of hin and palkt, rad and marked floor \pace , ancl <iO nn, v. ill be in tlw 

table. If your company net>dr, somcthin~ different, 1t usn he adtled to the tilhll' ,ind you 

will be prompted to suppl) the c.let~11h of how it 1'> to he handll'd, 11\ )17C and capatit)', 

for imtance It tht·re are 1tl:ms in th1: tahlt> that )OU will Ol'\"l'r IH~l·d, the) can he dektcd 

from 1t. 

With a minimum of manual 1.:tfort, vou <.:an complete the tu'>tom11.1ng prme'>'> be<.auw 

the syc,tem v.:dl propose Jll the t ustomi1ing a<.t1\'ltt1.''> that JtL' needed au:ord1ng to the 

func.tH>ns you ha\'c '>pt><.:iflcd in your t<1rgd t•nte1pnw model. 

Rough Survey Procedure 
Although the procedure is rt'ferrl'd to a' "1nugh," the method l'ntall\ a p1l'ci1,e tormal 

proce'>'i of capturinx th1: 'l}'"t~·m n:latiomh1p'> of thL· <.::urrent '>ituat1on m .1 t11rmat th.11 

can read ii)' be adju\li.:d tCJ c.cme\po1HI w1 th the: Rf'{ Reluencl! ~ lodl'I . fh \o tlom~. thL· 

opportunitiec; for improvement of the lllrrLnt situ.1t11>n will btuirne app<Hl'nt , .111<.I tlw 

mean' to effect the nect'sst11y ch.mgc~ \.\ill he 1dl'rll1l1L·d in thL '>lllte of '>land,11d llustrh''' 

programs ol the R/3 ~y.,tc:m . 

The prnce:dllrl' for condulling .1 wugl1 'lurvey nJ thl· prL'\l'rlt \llUt1l1rn1 hl'g111, \\'ith tlw 

identificat1on and fl'CC>tdlil '111 tlw oh1e<.l1\'L'!> "'th~ oq.~,11111<1t11u1 Jll\J the unil'I in the 

company at prc\tn t rec;pom1hlc tor th«.'~<.' 1H t l\1it1t·\. 

Objectives and the Organlzatlonal Units Responsible 

By mapping thl! nh1ect1\ l''> nl thL cn1T1JM11~ and tlH: <.h:1h1rt1tH.:lllt1I 11111h 11·\pom1hk 11 h 

poss1bh.• 10 discun the foll11wmg t) pc ut 1mpl'rll'<.:t1011 ir1 h11..,11ll''>'> '>Y'>t t:111 d•:,ign. 



TERADATA, Ex. 1006, p. 175

126 Chapter 6-Tool-Supported Optimization with the R/3 Analyzer 

• I unllions that are 'ipe<.:it1r to thl' rn111p.u1y, not becausl' thl'y .ire uniqul in the 

1nduslr\', hut hl'ltlll'>l' thl'y h;J\'l' th:VL·loped pil'(l'llleal a-. till' Lompam tound it 

nece'><>.tn to el.1bo1.ih. 1h prrn.:i:durC' ... t11 LOJk' with new drcurn..,tanLl'' 

• I urH.tHll1'> pl•rtorml'd rl'dunddntly hy l\\'t> or nwrt· work unit-., or withPut purpnw 

h\' one 

• Function' t hJ t lack in ln1 m,1tion ll'L0 l11111logir.1I '>ll ppPrt .111d which Lou Id he i m­

pnn•eJ if it \\'ere to he pru,·ided 

• D1~cont1nuitiC''> m thl' llO\\ nt i111n1111,1tinn or urntrnl cau~ed hy unrH:Ll''>'>•tril\ strict 

demarcation bet\\'l'l'll unit re'>p(111.,ihslitie' 

• Data hl'ld in more than nnl' plilll' 

• Information l.1pturl'd or L'ntered m.im1.rlly when it 1.., .ilrl'ady ,1vailahk in the.,~..,. 

ll'lll 

• Data tr<rnscrihl'd from onl' medium t(I anothl'r 

FigurL 6. ~ -.uggl''>h that eaLh ohjett1\ e tkp1:mh on the '>UCCL'\\lul perlnrmance of certain 

funllion.tl ared) \imtl.H nhjL'lll\'t:) d1agr.ims can he L'TL'Jted at any le,·d of Lktail. 

Optimum 
cuslorner 

S91'V1Ce 

Existing Organizational Structure 

Order 
processing 

Shipping 

Malena! 
requirements 

planning 

ln11en1ory 
management 

warehouse 
costs 

I h1.: tr.1dition.t111rg,1n1zat1on d1,1rt lan he u-.1.:d 111 thl· ~t\f' R/3 system to dC'pict the man­

agl·111e1ll rel.itiomhtp) bdW<.'L'll the e:...i'>ting dep<trt1111..·nh and \\'ork section'i. Figure 6.-l h 

p.art nt \LI Ch ti l'llil rt 
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Fig. 6 .4 I :\Jmplc ol a Ltirr~nt organiz<ition (h.trt. 

The R/1 Rdt.:nmce ~lndt.:I includes typJCal chart sections which can be eLlited and articu­

lated to crecltl' t1 grnphict1 I model of the current situation. 

Function Trees 

Till' rnmplc\.lt~ ol buSlnl''" prncesst>s makl'' It necessan to use some form of hierarchical 

structurl' tn dL•pict the fact tht1t each pmcc'i'i is made up of a series ot '>Uh-pruce~ses in the 

torrn ot L'\'l'nt dri\'en prou:'>s chains, l'all1 of which can entail lower levelc; of event 

dri\ en proc:t.:\\ L haim. 

The most infnrmatJ\'l' way of describing thl' current pmu:..,,ing '>tructure ot your com­

pany i\ in thl' form ot funcllon trees. mmg lhl' formal Jnd modds of tht R/ ~ Referenu• 

~1odd and adapting the l'lemcnt<:. until tlW) accurate(\ reprl'\cnt hem you do busine.,s at 

prest:nt. I igurl' 6.S illu-.t rt1ll''i part of a lu m tton tree. 

Order 
entry 

Acr.ep! 

ord"' 

Order 
processing 

Analyze 
order 

Shipping 

Plan 
material 

•E'Qt"'ements 

Good5 
romovPd lrom 

l'lllrPhOIJ&e 

Pie• 
gooo· 

LoaCI 
rirJQd~ 

lnvo.ce 
entry 

Proparll 
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oriordm 
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receivable 

Fig. 6 .5 I ht: fun<.:1111n lrtl' ~houlcl dl'line lJ1l' lope of till' org.11111<1t11111al UJJit 
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Your fmt edition of the function tree for a department may well use the terms and labels 

, ·our company i\ familiar with. On the other hand, you may well find that the R/3 Refer­

ence ~fodel will suggest th~ names of functions that are somewhat different. In particu­

lar \'Ou ma\ find that the srnpe of functionality that you have subsumed under a single 

fundion title is defined bv the R/3 Reference Model in terms of se,eral sub-functions 

that appear to increase the complexit} of the work of the department. In the Illustration 

at figure 6.5, for instance, Order En tr} subsumes Accept Order; and Order Processing 

'>ubsumes Analyze Order. The differences include a recognition that the entrv of an order 

from a rnstomer <>hould concentrate on efficiently capturing an accurate picture of ex­

actly what it is that the customer wants; whereas the analysis of this order is beginning 

to take account of ho\\' the customer requirements are to be met The same person may 

do both. But there are two points of view, nvo sets of priorities. 

1 he R/3 Reference \lode! ma\ offer a simplification of your existing procedures. Your 

target corn.ept of ho\\' the R/J \'\'ill be used to run your new business design may have 

fe\\'er elements than rour model of the current situation. This can happen because the 

R/3 design will tal-.e it for granted that the computer system will have access to a compre­

hensi"e database and sufficient speed of retrie,·al to make good use of it. As soon as vou 

know \.\hat the customer wants, the svstem can tell you how to arrange for 1t to be pro­

vided. The same person can carry out several steps of the process with the support of the 

technolog\. 

Information Flow Mapping 

In the process of capturing an accurate picture of how business is carried on at present, 

your "rough" model should be supplemented and informed by a' iew of your company 

as a series of information flows between orgarnzational units or other entities such as 

database records A SAP document is a carrier of data and therefore a collector of data. 

figure 6.6 is part of an information flow map and suggests this dual role of the SAP docu­

ment 

The definition of a SAP document allows for anv form ol Jata element to be handled as a 

document \\ith a header of its own or as a document item 111 a larger document. There is 

no limit to the size or complcxit} of a data structure that can be handled as a SAP docu­

ment Therefore. the information flows in a model of your existing company will be 

tn.:ated as documents or document items in an) SAP R/1 system vou ma) implement 

During the rough modeling of your exic;ting system, you may find 1t useful to develop 

n~r) dctctiled chart'> of the information flows necessary tn get business done efficiently. 

·r here arc two tec.hniques thctt should not be m·erlooked: Stimulus Discrimination and 

lkspume Differentiation. 

Stimulus Discrimination. What are the diftcrent thmgs and situations that trigger ac­

tions in ) our company? l here should be a long list of events to which your company is 

~cmitive. 

http.//www.mcp.com/que 
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Fig. 6 .6 lnl11rrm1t10n Ihm' \\ill tontnhut~ to SAP docunwnl\. 
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Order 
processing 

Order 

Your \dll"' dep.irtment c; will be 'iemtll\'<.' to opportunities to dctect potent ia l custonH!r\ 

and detemlllll' their n:quirements. \our marketing pl'ople "'ill \'ant Lo nolill' change-. m 

the target groups v.ho rrnght bl' rc",pon\t\c l() your dpprnat.IH!\. \our m.urn!Jctunng 

fJulit1e\ will ni:ed t(I he monitored to ~ee th<1t they .m.· V\'ori-.rng well anu tha t new tnvcn­

tiom dnd th:\ t:lopmcnt<, Ml' comidl'retl to update: thl' pl.mt. I h1..0 '>l' clrl' l'\.amples of the 

gros-, '>tirnulu'> tvpe'> t lMt your hu'.>1l1e\'> pmtedure'i nrn<,t be p reparl'd lo accommodate. 

,\ta (iner gra111 level, your '>\lk'> department, tor ex<rn1plt:, \\ il l prohahl\ have d11tcren t 

prou:c.Jurt.>s for rq~ular cu.,toml'r'I and one-lt1ne LU'>totner'>. \o tht' deta1ktl prou!durc:c., 

hc1ve to include a da ta 1..apttnl' operdtinn th.ti determinl''I whith t\pe of CU'>tomer i<> bL·­

ing prou?S\l'U 1 h1.. dJtd capturl 111d\ h(· -t '>trllplt maltl·r of itlentif) 111g an inqui rer <l'> a 

prevwus cu.-.tomer, ,1nd <nnlirm111g th.it no ddail'i ha\l' changE:'d. Or .i one-time new 

lU'itom<:r ma\ lld\'l' to bl' sub11:lted to rnquirv t1..•chn1qt1L'\ lo l''>lt1hlt'>h tlw n.ime and 

addrl''>'> i11formt1t10n. ,111d <;11 on. 

1 IH:')l' tri\"ial 1..•\ampk'> illustrall' till· ll:d111iq111· nf u11npil111g ;1 lhl ol ,tll Llw stimulll', 

'>tli1at1or1\ of 1mpnrtante: 

• Pn.'\ iou'I n1-;tnm1..·r 

• Hegul • .u u1<itmm·r 

• Ne\\ cmtnmt:r or pr<i'>pt·tl 

• 0 11e-ll11ll lU<,IOITH"I, and \(J ()fl 
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rill outrnmL' ot thh -.ttmulu., d1.,u1111i11.itiu11 ,(wuld.h!.!" wt ot l'il'menh ,,·hilh reprc'lent 

the ucu-.inn ... whl'n ,1 cnllcctinn of dat,1 trom outsidL• thL' wstem h l''>'>l'11lial. lhl' 1nlor­

mat1on requirL·d will be that \\'hiLh i\ 'ullilient lo til'tl•tm1ne prcuwl\ "lrn .. h '>ltmulu'I ol 

irltl'rl'st ha' Ol°lUtrcd \ud1 ,1 11 ou:.i<>inn will be <ldinl'd 111 the\ \P 'Y'tem a'> an l'Vent. 

Hm,·e\'l'f, ,1t thL· rough -.t.1ge ot ') \lL'lll dc'ouiption. inll>rlll.itton flow motkh ma~ \Ullicl' 

with thl' gr,1phiL".1l elenh'llh l.ihded with the 'lt1mulu'> 11t interL"·•l. 

The ml'lhnd ol informatinn flow m.1pping shoul<l show how i:ach stimulu'> ot interc'>t 

lead'> to a difll'ren t fl'\ponw. I hL·rL· m.iy be a Lertai 11 t1mou 1H 1 ii grouping ot sti 111ul1, 

\\'here w'·l'ral ditkrcnt C\U1h in thl· oubide \\orl<l arL' lrl'.ill'd .t'I equi\alent b\ the W\­

tem. although it I'> U'>uaJI~ thl' Ctl'>L' th,1t the \'arianl\ o! a -.timulU'. cla:," rtt<.tin thctr 111d1-

\'idual it!l!ntity becc.tU'>C ot one or more d,tt,1 clements that ML' earned through the 

pwce ... s111g wquence-. 

Response Differentiation. In p.ir,tlkl ''1th the compil,1tion of a ltst of the '>timuli ot 

inten.:st. it h \\orth compiling .i li'>t tit th1..• ,·.irietil..·'> of re.,ponw that are in c\'idence in 

your company. !-'or e'\ample. it tn.t\ lw the cJ'>e th.it tltllerent cu'>t<>mt:r'I en1oy dift1:rcnt 

term\ and conditions of (1il\ rnent \\ 11\ ., tlw,J Ho\\' doe\ the W'>l\:111 u-.e1 1\110\\' \\ llllh 

term ... '>hould apph·! I IO\\ are Ill'\\ tll\tomer., a"'>igned lo the mon.• f.1\0rJble tL'rlll'>! 

If you h.no\\ that niur company h.is. ""Y· l'k\·en dtfll'rent -.ch of uedit L<>ndttion\, then 

you" ill be prep,in:d to t111tl L'IL'ven '>L'h ol stimulus cond1t1om th,1t <HL lll'Ll''>'lary ,111d 

'>Uffiuen l lo m.i nd,1 te the a'>,ign mt'nt ol an~· frt:'>h L U'>tomcr tn t lw ~1ppropr1,1 tL' um di lion. 

'ou m.iy hL' unlucky. You m,1y t11h.l lhlll your comJMny rl!sp11nd" dith:rL·ntly lll ditkrent 

LU~torner'> for no re.1.,011 th.it \ ou c,111 d1"Cl'rrl. You h,l\'l' dhcm·L·r1:d ,rn intorm.11iu11 gap 

whert' there c,hnultl be .in inlormt1tio11 fhnv. 

Back-to-Front Information Mapping. When \'OLir ,1udilor UltnL'\ to imped vour .in­

nual c1ccou11b. he or -.he i'> entitll'd tu '>l'il'ct ,1 \alue on the t111,111lial dncumL·nl'. <111d 

tkmand to we h<m 1l \\'d'> compull'd \\'h1d1piecl'"111 dat.i \\L'fL' pn1ce'>'>ed to arri\'L' at 

thh tigure' 

When your 'i r\l' "'>kill h full) impll'mL'lltL'd. you \\' tll hL· .1hk 111 '>t:it't'l .1ny tigurl' in the 

<lCCnunb and uw the \Pl'l 1.tl function key-. lo tr.Ill' h:tcl\ ln thl· primM\ don1me1lt\ ,111d 

thl' intorm.111011 the) earn to '>l'l' lor vourwlt how the tin,11 tot,tl \\,I'> compill'tl. You can 

drill down till'\ alul' of thl' 1m L'lllon. tor l'\ampll'. until vou Me lnok111g al lhl' -.uhtntals 

tor each warehoU'>l', ;ind tor e.ich \\t1rl'11ou'>l' vou L,tn drill d<m 11 on Lhl.' tot.ii tor .i mate­

nal .111d '>Cl on until you art looking at lhl' ',tlualtun giH·n to L·<1Lh hatd1 ur l!.tCh im·entn­

rietl item nf -.l<H.:k. 

·r he h<1lk-to-lro1ll method Pl ,111,tlyzing your current hmim'"' 'Y'li:m f<>ll<)\\''> thL· -..11ne 

ICJgil '"'your .1udit11r. You 11 ... t all thl' output'> from your (Plll(l.H1)' ,ind keep asl..in~ to -.ee 

hm\ thL·y Wl'rl' produced until rou ha\'l' tr.icetl their h1,tmy h.tck to the input of the 

tnlorm,1tin11 u11d 111ateri,tl\ whil11 lnPk p.irt in their prodt1L'li1>11 . 

httµ ://www mcp.com/que 



TERADATA, Ex. 1006, p. 180

Rough Survey Procedure 131 

{ >f c:ourw. 11 \'OU hc1\·l ,tlrealh compiled ,1 cumprchl'n.,i\"L' li.,l ol the different re'>prn1c,i\·L 

ac:tiP11' thJt con'lt1tull· lhl' repertoire of your husine'"· and ii you han• also unnpilcd d 

Ji..,t ol all the \1tuat1011\ .rnd L·\ cntc; lhc.1t will trigger till .tltton t1om at kw1t one p<Ht nf 

your organization. then you will h.t\ e tn h.rnd much of thL' inturmation needed tn con­

duct a back-to-tront -.crutin)' l)f IW\\ 'our cc1mpam '<,output\ L.11111.> into being 

I hL \\'ay th.it the \Al'"' \lt'm' de">u1be <:.t1muli anti n:spomec; i<. <ll•,igned to '1t comtort­

c1bl) c1n the lugiL ,ind mech,tn1'>m' of compulL'r programm111g. B\ anu IMgL·, the W'>tt>mc; 

Jo nnl' thing at a time. ( omplicatl'd tl11ng<i art.' Llonl' by p1<1LL'S'L'' chained together and 

lnggerec.I h) a ~rec 1 fa.- L'\'l'n t. 

Proce ss Chains 

Lach JHOCL'\'> of your e:-.:hting hminL''i'> \\''>tern require<; an input. '>UCh <I' a document, n 

per"lc111. or tlL\'iLL to recogOI7L' that 1th ">1gnifil,int and 1.kwr\'l''> a rec;ponse. and a turther 

inflow of llllmmal111n and pl I hap\ 111all'rial d\ the proU:''>'> C<lffi('\ out ll'> LlCliVitie'I. rigurt> 

h./ 1lJt1"trak'> part nl thL cnmple\. Of pn>u.:S\ Lh,11!1\ ,1-,,oLiall'd \\Ith oruer h,mdling. 

J:.ltiJfT1P· 

r asl"'r I · 

Cuslomer 

ord•" 

Marena I 

Cus10• "' 

Order 
received 

Fig. 6 .7 < ll\lon11. 1 r11d1·1 h.111dl111g '' .1pr•11.1.·"1 h;11n . 

Customer 
order 

managemenl 
sy~lem 

\\ hL'll tht: tum t1on 111 the /1r'>I p1<1tl''>' h,1 run ll'> u>trr-11..', till· lll'.\l prou:" i11 lhL· th,un i' 

in1tic1tld IJ\ lhl' p.1~<.ing 11n ol 111torn1;.it11u1 in the torm nl .1 dcitu1m•111 • .ind pt·Jl1ap'> mate­

r I 111. 

f hl' m111e pre 1<i1. \ll\JI ~nm\kdg1. 1J! the prou:\\ c:h.1111., in yow hu\1111·"· l111.• lwttl'r \\ill 

he v1111r n111dch 11! th1. uurt·11l and lut111l· W'>len1'>. . . 

Revie wing the Rough Survey 

JhL l(l\J~h \llf\L !>I llll '\l\llllg \llll,1111111111 \'Otfl COllljl.111 l'lll.Jil\.,fh'\11\lllg lfll' 

toll rm 111g . 

• ( >hp:l ti\ L'!> 

• ( 1rg.u111,1t11111,iJ chart w1tli 11 '>f>Oll\lh1l1t111., ,1\\1g111 d 

• I um t 1011 lcL·t.: 
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• lnfor111al1nn !low diagram 

• Fn'nl dri\t·n prnLl''>'- Lh..iin'> 

To ach1ew thh, ) ou ma\ Lctll upon thl' R/ ~ RcfercnLe r-..lm.lel to '>IHJ\\ nwdds of typical 
structures which: ou Ldl1 cop\ .ind moditv Lo retlect how you do business. You may wish 

to call for lhh of the '>ignifitunl '>limulus events to which your company mu5l re'>pond; 
and you will need to identif) all the different turrrn these n:'>ponses can take. You may 
e\'C~n Lheck the' alidity of your data by the back-to-front method nf traLing how and 
why things are dune ..t'> the\ are. 

fhe next step is tll com·ert your rough sun e\ ot the ex1'>ting situation into the target 
concept, the enterpri<>e model which will be tile Liesign for your future business 5}"1tem. 
The tool for al11ieYing this is the R/ ~ A.n.tlyzcr. 

Technical Elaboration of a Target Concept 
·1echnical elaboration 1s the proce'>s of specifying e\~lltl) \\hilh S.\P <;tandard busineso; 
programs are to be used tn run your target busines<;. You al<;o ha,·e to make arrangements 
for these c:;tandard program'> to interac.t sn .1<; to nchieve exactly the rec:;ult you require. 

In the beginn111g i'> the proLe'>':. <;election m..itrix. 

The Process Selection Matrix 
Each application hnc; a comprehensive process selection matrix which you can u5e to 
identify the <>tandard bmine'i'I functiom that you require in yuur target concept '>ystcm. 
Beneath each item in the matrix i'> another prores~ diJgr,1111 at a mote detailed modeling 
lc\'el. Figure 6.8 begin-; to 'ugge't how thl' prou_..,, '>eleLti<in matrix c..in handle the tnm­

plexity of an tntegratcd bu..,in1:<;r, application. 

At anv '>tage in a process di,1gra111, the chart mav indiu1te a proces-. pointer 'ymbol to 
indicate that the process thain may umtinue through another -:.erie-:. ut C\'Cnt liri\·en 
proLl'S'> chains that may rnmtttut\: another module or applilation that cannot be sho\\'n 
dirl'Ltly connected with the Lhart turrentl) on displa). 

Company-Specific Functions. It you <;hould tind that the Rn HeterenLe Model docs not 
cont<iin a '>tand<ird bu<.im·<i-:. tunLtion that can be adapted to ')C'f\ e 0111: or more nf the 
functions in your chart of the LUrrent situc1tion, you ma) delide to inscribe this f urKtion 
on t1 new funLlHH1 '>ymhol dlld ddd it tn vour model. The wstem will b<: aware thc1t you 
have created your own version ot the Rn Refcr<:nce Model and the whule proces~ will be 
treated as <111 L'. nginecring lhange ~lanc.igL·ment CJCti\ it~ . The original R/ ~ Rderence 
1\lmkl its<:lf will not l>e modified. 

lhL unique new fum tion V\ ill hcl\'l' to he '>Ubjccted to program development work to 
e'>lt1hlbh !ht.: pmg1,1111 to l'XC'LUtl' the new !unctions \'Ou require. 

http.//www mq>.com/que 
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RFQ 
processing 

H 

Standard 
order 

handling S 

Standard 
order 

processing P 

Technical Elaboration of a Target Concept 133 

Contract 
handling 

RFQ 

~ 
L::6J 

Fig. 6.8 Jht: SD·<ialt'\ ilnd Dhtribution 1.1pplitat1on ha' a compn:hl'll\I\'(' prnu•\'> \Cktlion matrix. 

The R/3 \nalyzcr rndudes tht.' navigation component of the ARIS ·1oolwt lo w\111 . .:h thl' 

other component<; ma\ he <H1ded if t.':>.:tl:mi\'e program Je\'clop111vnl \\IHk h 111temkd. 

Deleting Functions. \\you prott:t:d through tht• ~('fe(tion p1ou~'>'i, \ 'OU ma) tcHTil' upon 

funct1om that are not rl'qutrt·d If )OU chl'll- the "functional me" attribute ol one ot 

these functions, )OU will di'it:O\'cr \\'hcther it Ls optmn,11 or m<rnc.li1tnn lf n tumtinn is 

marked as mandatory. then it may not he dt:lc:ted from the proC:l'\S 'ic.·ll'c. tion matl'ix be· 

cau~e it include' pr<Kl'S'ling up1>n \' h1c.h othu flllll lions deptnd. If a tunllinn I'> up­

tinnal. you can delete 1t from the matrix c11HI it will torm no part ot VOlH target u111tept. 

Addltlonal Standard Functionality. 1 lh.• prnU.'.'>'I wll0l l1011 matn:\ m.iy 1ndicatl' that 

there an: c.crtain funct1om 111 thl' ,,,,lt>rn v1:lrn:h) rni do not rc.·qu11l· ln your targrt co11-

cept. 1hl''>C' additional functil1m art: of two tall'gcm1:'>: 

• Function'> that an· almo\t Cl'rt.t111ly <>I no hl·111.:lit l•> the targvt t:Ollll'PI ')''itclll 

• fum:tJOm tlliit v.erl· not ~pt:< 1li•:d in Ille dt•\c1ipt11111 <JI lltL• lllTrl'lll \il11atirn11 .ind 

v\'111( h were.: not rH.'l~\\arily l'll\'1\;tgcd a<, p.11 t 11f thv fl<:\\' cntt:rpri\l', l>ut whil 11 

\'\'C>Uld 1nd1:cd Ii~ \'•.:'T)' uwful 11 tl11.:y \\l'H.' 11H ll1dl•d 111 tlu: t.11gl'l 1111H.L'IH 



TERADATA, Ex. 1006, p. 183

134 Chapter 6-Tool-Supported Optimization with the R/3 Analyzer 

II a function i'> of nn benefit and it 1~ an optional Junction, then you may delete 1t. ?\-lan­
datory funttion.., cannot he deleted: Potentially useful functions should be retained, even 
if the\ are optional. 

Input and Output Information Objects 

!\fany functiom need liat.i. fhis they must get from an information item. All functions 
Lreate intormatinn items when they are activated, even if it is only the liate and time 
when they were coiled. Standard SAP functiom <lCCCS)ed from the R/3 Reference Model 
will show which inform;.ition items they need and which they will create. Figure 6.9 
shows how information inpuh and output~ are mapped in the Analyzer. 

External 
customer 

order 

Customer 
quotation 

item 

Matenal 

Customer 
order 
rt em 

Identity 
order 
items 

Fig. 6 .9 ·\function require\ mlormation input ,mt.I cre:lll'\ output 

Company 
code 

Plant 

It may be the case that ~·our model of the existing sttuation nece)sarily includes informa­
tion items that are not mentioned in the R/J Reference 'Model standard version of the 
[unction you are considering. For exam pk, you may havL· )Orne data on a storage me­
dium used in a -,ystem which will be rendered obsolete by your new implementation. 
fhe legacy data objects necessar) to the functioning of your target sy,tcm can be so 
identified in the target model. And the SAP support system will he abk to provide the 
data transfer mechanhms lo integrate the legacy rernrds witl1 your target system. 

Revisions of Organizational Structure 
Client. Company Code, Plant, and Activity Center are all examples of R/3 organizational 
units th<1t can he as~ociatcd \.Vilh particular functions. If you examine the structure of the 
Rn functions, you will )Ce that the standard system of R/3 organizational units is ap­
plied You will he ahle to determine, for instance, whether a particular function is nor­
mallv exernted at the Company Code level or at the Activit> Center level. 

If you atfopt the standard R/3 Organizational Structure for your target concept, you will 
finli that the integration or the vanous programs is .1utomatically affected and authoriza­
tion 'ilruLlttrl'\ Gtn he ..ipplted without difficulty. 

hllp.//www.mcp com/que 



TERADATA, Ex. 1006, p. 184

Attributes for the Analym of Models 135 

I hl'rc L.tn lw a TL'duct1on Ill thL numhl'r of or~.ir1izat1nn.il unit<. nel'ded ii tlw '>tandard 

lunctinn., alread\ tlllluck thL prou?'>\l'S carril'd nut in '>llllll' of the units. I igure 6.10 illu'>­

tratl'S such a reliullion. 

Fig. 6.10 I he t,tf'l' t on.:a111zati1111 ha\ k\\\'I unih than lhl.' rnrrl'nl. 

Attributes for the Analysis of Models 
[ ,1l h d.1t,1 ohjl'('t 111 tlw St\J> R/ ~ ~y,tt:m I\ madL up ot a -.l'l of data l'll'ml'nh arrangl'd in a 

-.11111..turl'. 11110 these data ell'ml·nt5 L\ U1 b1: plau:d \'all1e' or paraml'lL'r'> \\'h1d1 control the 

w.1y thl' d.1ta 11hjcd 1s u'lcd. II tht d<lt« <1bject rl.'prl.'senh ,1 'ltandaru tunLlion, then some 

nl thv dat.i denwnl\ \\ill hl' uwd to u1nttol thL· opL'rntion of tht' lunct11>11· It the datt1 

l'lt•mt.'.!nt ,., t h.111gl'J, thL·n tlw function opl'rJtl'"I in a difll'r-:nl rn.1nnl'r. 

J hl' '~'!llhoh nn .1 l11.11t U'l'd to nwdl'I the e\ht111g '1tu.1tion 111 'ou1 company, and the 

') mh<1h in ,1 1..h.at 11t your 1.11gt.:l cnnlL'J1l. arl' dJtJ oh1ecl\. Some of thl' data element\ 

lontrol till' vhual d1..,pl.1y 111 tht: '>) rnhol when tt appL•ar-. 111 a chart. \ome nt the datil 

l' ll'rnenh lnntain int111 rn.1tio11 whtl ll ran be U'>l'd to carr\' nut qu<11ltit.1tiH· ,ind qualita­

t1 VL' c.nmp,m-.1)11\ ul clrlh:rl'lll modeh r>I ) 11ur L\i\llllg ur targl'l 'Y~tl'm . 

Modeling Objects 
I hL t11ll1>\\ in~ i),j[ I nlitL'lh .Ill' ll\L'd to depict L'\ l'l1t drin:JJ JHOCL'\\ dldllb: 

• I unL11011o;. hl11\ l\'> with rounded cnrn•-'r'> 

• < ontrul 1111\\' 'I, d11ttcd t1flll\\'S 

• I o g 1l.tl opc1c1lt1r\, < nllt• 

• ln1<11 m.in11n 11l>1l·l l'> 111 m,1tl.'.r 1.do;,, h:c t,111gl1•<; 

• < >rganizt1tio11,1l unih, l'llipw'i 

I .ich ohictl h.1.-. <1unique1dcntrfttati1111 numhl'r tor i:,H ll l'\:,lll1pk• of rto; 11\L Ynur .1lt11,d 

lllOUl'f \\tnhoh \\ill h.t\l' rJ d1ltl!n:11t \l'l pf 1<k11tifl(.tl!<1ll llllll1'>l'I\ t11 lhL· ohll'll\ dl'flllll.•J 

111 tht· 111111.kl 111 your t.ugl'l cn11<..l' J>I. 
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Types of Comparison Between Models. !"he following comparisons illustrate the type 

of re'>ults that can be achien·d by using the data clements of the data objects that are 
used to a-.scmble the models· 

• Comparing different \'ariants of a target process 

• Comparing a target process with the original R/3 Reference Model process 

• Comparing the actual process currently in operation with the corresponding target 

process 

• Comparing the actual process with the corresponding process in the R/3 Refe rence 
~lode! 

Dimensions of Model Comparison. The data attributes of the elements uc;ed to model 
busines ... processes in the R/3 Reference Model, in your target concept, and in your model 

of the e\.1sting situation, '"'here you have used the corresponding processes, can be sub­
jected to the following types of analysis: 

• Quantity of data and frequenc~ of use stat1~t1cs 

• Time data to be used to compute throughput times. delav times, processing times, 
transmission times withtn the proces'> 

• )tat1st1Cs and time data aggregated to higher order processes 

• Cost data assigned to \'arious cost types to be used to derive indices which reflect 

the processing costs 

Manner of Use Data. The functions induc.le data elements to indicate how the funct ion 
1s performed according to the following catcgone'>: 

• Online, interactively v:ith the user 

• In batch mode, without interacting with the user 

• \utomat1calh·, without interacting with the user 

• ~fanually, b) the user without S) stem support 

The Quality of a Function. The data '>tnicture of a modeling element includes a provi­
~ion to o;tore the degree of user sat1sfact1on i. ... ith the function. This will depenc..I on the 

')<.:ope <1nd content of the function. ~or e\.c:rn1ple. a function performed online using in­

teraction with the user mav not offer all the choices required. The quality of satisfaction 
i-. e.xprl'')Wc.I a-. "good," "satbfattor)," or ''poor." 

http://www.mcp.com/que 
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Future Information Flows 
When the target model of vnur husll1l'\\ has been ueated under control of the Rf] Ana-

1\nr, the stand,1rd businec;s tunctionc; that ha,·e hel'n identified from the n/3 Reference 

Moc.kl will have.· heen tramferred automatically to your model. It you call for .in intorma­

tmn now \'ICW nf this model, )'OU \'\'ill 'iCl' that the 11110rmation flows between functional 

elcmen t.., ha ,.e hcl'n depiL ted Figure 6 1 I suggests how the d,1t.1 flowing between rum­

tion,11 clement~ i~ transcnlwd onto standard SAP dornment\ a<, \pecific document item\, 

or updates to t hl' header 111tormat1on. 

You mav adopt the standard titles fnr the documenb or use your own. From your survey 

of tlw e\J\ting '1tuJlion, ) ou 'viii be able to ~ee hn\\ the information pathways suggested 

b\ lhl' R 3 Rdl'n:nce ~fodcl relate to tht.• 111formation flows you haw identified. 

MatenaJ 
requirements 

planning 

Sh1pp1ng 

Sales 
reQu•rements 

Customer order 
---- Cuslomer order 11ems 

Sales 

Cusromi:.r 1nvo11:e Cus1omer order 

Cuslomer 1nvo1ce items Customer order items 

PosllnQ documenl lnvo1CP 

Fig. 6 .11 l11t11m1.1t11111 f1111" hcc 01m• ~\I' dnt unwnt 1tl'J11\. 

Delivery 
oe1o11erv •terns 

111 p.11t1cular. tlw R/3 H1:krl·nu.• ~tmld 1-\111 intlit.itt· that lhl' retl:l(>t of l.\ld1 dou1mrn1 .it 

a tun(tl<lll will ht !ht· Otl.l.,Hlft for a tr..1rl.,llll\.,IOl1 h.1tk to thl' \l•Jld111g l'IL'l11l'nt l>f d <lou1-

rnent, \'\hi(h '>l'r\l'' to uin lirm thl' fl'LL' ipt of tll<.' f11\l t1.1mm1">'>ion and to providl' ~ rr­

p11rl 1111 th1.. c. 111 H'lll 't.it11' of thl' prou·.,... 

f (If l'XarnplL, cl l ll\tOllH'I urJt•r drn llll1Ull, \\'ilh delt111\ of llll' l ll\tCltnl'f Ofdl'f Item .... \\ ill 

bl' <,e11t to \hipping liom ~.di•' \\'h1.:n !111.· -.b1pp1ng prnlt.:\'i ht1'> hl'L'l1 tomplttt•c.I, th1.· 

dl'i1\1.·1~ dou11m·nt. with det.tih <>I tltt dlll\'L'f) ill!lll'>, wtll ht· '1.·111 t1oin l\htpp1ng lo \,111.·'> 

a\ <.<>nlirn1<1t11111 that th· \hipp111g ptlll l'\WS havl' dnrll.' \\ h.it th1.•) .trt· .,uppowJ to Jo 

II, tor an~· r1.•c1<,on, thl· Lit:livt·r} I\ 1nu1111plet1.·, tlll'n tlH dl'l<uh \\Ill i111111i.:c.IJ,1teh h1.:to1111.· 

appartnl to thl' S<.1ll'\ dep.irln1c11t, whc1 will ht· pr<.•p.trl'd to d1\c ll\\ tlw l.H h 111 l111.• dl'll\ -

cry with thl' lll\IC1mcr '!ltrnikl <J L}\.ll'f\' ,111\t 
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A m.tnual .,ystem 111,t\' nllt he .1hk to L.trry out th1') t) pe of routine confirmalinn in detail 

for l'\L'f\ function : l 1 ndcr the 'ir\P d1<>dpline, it l'l 'llillHlard practice. 

ThL' intq;:rated functiom ot the R ~'>\'>tun He predl'lined with the neces'>arv inlorma­

tion tlo\\<1 e'tahh.,hed through the ))'')km ot <., \P document'>, whilh en<>tHC'I th..it the 

dcta1kcl iunct10111ng ot the '>)''>tem t'.> logged rn the lorm ol electronic. document'> c;toreu 

under the ma-.ter reLord heading-, nt the functions involved in the communiLal!ons. 

The \ale'.> department ''ill h~ ,1ble to look at the stored documents th.it relmd the alli,·i­

tie-. of the Shipping '>Cltion in cnnneLtion \\ ith their LU\tomer onkr'>. The m.tterials 

requirements planner'> \\'tll be .sblc to 5L'e how thl' ) WL'rc 1-.ept intormed of the '>Jles re­

quircmL'nts, and hnw the\ trammitted thcir \C.hedull''> bacl-. lo the \,tie-. dq1Jrtment 

\\ ht.n you <;ee hcrn the R/ {.,,'>Lem can he arrangL·d lo carr~ out <ill the bmim:-.'> functions 

you'' ill need 111 the enterpnc;1.: model ol your future nrga111zat1on. and whL'n \·ou loo!... al 

the information !low , ·iew<> of it, or tht.: IHOlCS\ c.h.11m, or the re'lpnmibllitie\, then you 

m..i\ get '>Orne 1dc,l'I about lh,111ging the org.1nizat1on.1l structurl ot \ ·our com1Mn) to 

mai...e better U'>e ot rour 11L'\\' -iystem. 

It your compan) "'rm:paretl to adjust to future ch..ingL''>, as indel'd it mu:-.t, then \.OU \.\ill 

want to ensure th.it the inform.1t1on flmv-. to and \\'ithrn your c.omp,1m <HL' .iligned to 

thi<, OhjL•c.tt\'(' For exampk, \'OU Wi)I Wdnt to Lhcd, lhtil therL I\ .I JJtm of 1nfor111,1t1on 

from Produc.tion to Purch.t\lllg to report un lhl! \Ultahilil~ ot the m<1teri.1h hl'tng deliv­

ered from the \'<1t1om suppliL'r'>. I his flow ought to in<.:lude all thl' tc1Ltors '' hic.11 might 

imp.ill on current production anJ an~ indiL.Hors of hell\ thing'> might c.hange 1n the 

future 

Future Organizational Structure 
Pas'>ing J piecl' ot wen!... from onl' person ln anothl'r i'> di..,ruptl\ e and illt'\ 1t<1hh tal...e'I 

time whic.h m,l\ not re">ult 111 -.1gnific..1nt 1dded \'alu1..' t1> the product being h.1ndled. It is 

tilt: -.ame with information proLL''>'>lllg \\or!.... fht' ll'1wr d1 •. rngv. of statl. the better. It ,., 

mmt important to minimize th<.• number ol tramitiom Imm onL' departmc.•nt to <mother. 

Your organization should hl' .irranged <,o th,1t thL· \\or!... flow LrO\\l''> departml'ntal bound­

arie-. only with good rea-.on . 

In the L'Xc1mplc fragment ol .111 cnlerpnw mudel, lhL' exi'lt1ng '>ltu,1t1on portr.iy~d .i \\'Ori-. 

!>tltiOll devoted to dc.1t<1 ldplure tor the purpme ot ordL'r cntrv \rwther wt ol pcopll' w,1., 

employcd to cnll'f the dal.s needed lo UL'at1..· 1m·n1LL''>. Bllth wLl1on., ma; lhlH been in 

thc ht1bit of t\ ping the n<1l11L' .ind Jddrl''>'> ol tht. c.u'>tnml·r. \\ h) not combine the sC'L­

tiom and ha\ c thl· u>mputl·r tvpL' the dl't .. 111" from L'XJ'lting rectmh wherl'Ver po-.'>ihle! 

Figure<> IO <.how-. th1'> e\ampil'. 

Modeling Organizational Structure 

I he \t.111d;1rd "l \I' org.1ntzJt1011,tl "truLlur1.. is med in thL R/ 3 Rdl'rencl' \lodl'l to arrange 

the il'\'eh in the dhplay nl tht• urg .. 111i1t1tion and tht tl'>~ociatcd lumtions All the de­

mcnl\ .11c "''1g11L·d identilk.ition numhc.·r., thJt abo cdw thi-. '>tntc.lurt'. 
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In the R/3 appliLatiuns, till' ~tanllurd org.1nization.tl 'lructurl' t\ rl'plilated ,rnd also ll'l'd 

lo !>hape tht' disrl..i\ of till' dl'ment.... Figure 6.12 'ho\\''> p.1rl ot the R/3 Rcf\:rl'nce Modc:I. 

It LOntaim nnl) onl' lktrniti\'l' reft'rt..'Hll' modt:I tor e .. lCh element \our modl'I can lrl'l'I\ 

fl•plicate c1nd rename thl'\0 rl'lerenu: ikm'>. 

Sales 
area 

Plant 

t 
Syo;11•m Sys tern 

Sales 
office 

t 
S;•t~m 

Sales Loading 
group point 

51 ,. System 

Plant 

Sy!>ttm 

Fig. 6 .12 I Ill R/ l Rctu1' 111 i,; '-.!1111\'l ll,1~ lhl· h.t\ll L'lL·11tl'llh. 

\\.ll<:n you 1.1il' ,,,·L·r ,1 C"P' 11t Lh!.' H/ ~ lklL·rc11tl· \tndd l<1 U\l' '" tht: h.i'i' tor \our t.i1 gl'l 

cntcrprt'>t' n111dt:I, yc•u L.111 inwrt tlic ~lhptil.tl ~' nthoh to rt:prl''>L'l11 the 01g.1ni1ati(ln,ll 

units 111 your t.u~l'I comp.in) '>lruttun" l·,1ll1 ur11t l.tll hl' a'>'>igm·J the title 1.urrentl) 111 

U'>l', or thl' W'>tL 111 Ci.Ill bt• kit l<• J'>\1g11 11.i11lL'\ 11<1\l'd on llw It/\ l{d ercnLl' ~111del. l·igurl' 

fl l '.depict\ part 111 ,1 t<l1gl·t l'llll'fJHl'>l' mo<kl. 

Tht l'lhpllLal \\'lllh(JI'> Ml' ,1t1<1thed h~ ':>11t1pk li11e'> 111 tkpill till' I.id lll,11 ll'tl.1111 ltllll­

tion\ 111 the rnodl"I are thi_: rL''Pnn..,1htl1t\' nl '>pt·t 1lit lldllll'd 11 111 1\ 111 y11\ll 1 or11p.m\". 
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System 

Fig. 6 .13 Thl' target conn•pt organ11Jllon add' to the f{/ { Reterenc.l' \lode!. 

Because the system underlying the R/3 Rekrence Model is structured according to the 
standard SAPS) stem of organizational struLture using the Client, Company Loc.Je, Busi­
ness Area, and Plant series of le\ els, the relatiomhip between the organizational units of 
your target enterprise must necessarily follow the same hierarchical pattern. You may 
have to take this into consideration in order to hJrmonize your new structure with your 
new business support sy\tcm. 

Review of the Required Organizational 
Changes 
You will have been on the alert for sigm ol blemishes in the existing system which }'OU 
want to avoid in the design of your ne>v system. Org.1n1zation.1l break\, missing informa­
tion technology, and discontinu1t1es in the use of information media an: the mJin snags. 

It major changl'S need to be made, then you will hJvc to present a case for these <..hanges 
based on the d<..'tails of the detects discoverec.J and the possible umsequences of lea\·ing 
them untreated. On the bcnetits side of the account, you will want to draw attention to 
the time saveu b} having the system proviue data and work procedure suggestions wher­
ever it 1\ possible to do '>O. The improved '>erv1ce to the <..ustomer and better use of sup­
plier resource<; will be noted as comequenu~s of hav111g fewer transfers ot business acros<. 
de pa rt mental bou ndarie'> 
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Transfer of Results for Customizing 
The Customizing module recognizes that°' er -!,000 Jitterent types of activit\ ma~ la"t: 

place to effect improvements to the target model of an enterprise before 1t reaches the 

peak of its potential performance. 

The nature of these fine-tuning adjustments ranges trom a subtle choice of batch c;am­

pling statistical techniques to the presentation of the date and time in the format cus­

tomary in the user organization. The aim 1s to mJke sure that the steps of the eH•nt 

driven process chains are tarried out correctly and in the most elficient manner. This 

process is discussed in Chapter 7, ''R/3 Customizing." 

The work of cmtomizrng does not normallv pro(eed until the target concept has been 

fully daborated under the R/1 Analyzer using the R/ i Retercnce \lodel as its database. 

When the target concept has been submitted and approved, your sclect1on uf tunctiom 

from the R/3 Reference Model. which is the embodiment of ,·our target concept, will be 

the object upon which the customizing module "'ill work in order to complete the fine­

tuning of the system funct1om before the '>V'>tem goes live. 

Summary of SAP R/3 Implementation 
Procedure 
The R/3 Analyzer provide~ pov.crtul touts to mocld hm111ess prou:-;'>es transparently.\ ou 

can see what proces'>es and information tlows are l'ntailcd 111 wllat you do now and in 

what you might want to do in '-Orne future: entl'rprhe 

There I'> a powerful form ol documentation 111 tlw R/ { ReferenLc \lodel 1lscll beLall'>C 11 

can bt.: used to cfoplay an actual or lt11gct model lrom an) ol fi\t: \ iev,1Juint'>. I here 1:-. 

etl'io a related\\ \tern of onlirn.: document.ttion 111 tht: form ot supporting ll'Xb and ckm­

onstrat1ons ol concept'>. Chapter 2~, "Rn Online Dolllmcnt(Jtmn Support," d1scu'>'l''> 

this 

There is a comprehcm1vc ... ystt'm of S.\f' tr.tining 1.:ourw'> 

When 1t comes to 1111plcmcnti11g a spt·titic sptem, thl'rt.· is c1 '>tanJard proccdurl' i\ llt'rl'h\ 

a st11tc ot centr,11 application modules c~1t1 he wntrollt!d b\ adju'>ting tt1hk' ul parameter\ 

that ~overn how the v<11ious event driv .... n prn<..e!>s chain-. an.• lo hL· used 

The user 1mplemcnt,1tion team'> <.:an marnpulutc thl' parameters ol thl' -.t.111d,1rd lt1ntl1om 

without affe<..tint: th~ way tht:)' interact with onL <inothu ,.llld w1tl10ut impairing their 

fundamental efficiency th;it i'I dl'tt:cminl!d at thl' ll·WI of the i\11 •\P/4 progr.immmg I.in 

guage in which till' \tandard functiom ;,m: w1 ilten. 

The u~cr client dol''i not hi.!Vt.: acces'i to till c-ode ol tile ~t:11Hl.ml hu'>ilW\\ lunttinm. 

Unique cu-;tomer·'lpec1fic lt111tt1nm ca11 bl· dl'VC'loped i11 thl· \BAP/4 lc111g11,1Hl .rncl lllll'­

grated in the tdrgl'l c;ystcm. C lil'nt comp.1111e'> Ill<J\ .11\0 .idd tu111 lHlll'> to lorm the11 own 

version of the '>tandard Rn Refc:rcntl' \1odll u'>11IH till' \Ill\ I onl-.ct. 
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h1turL chcrnge'> ,1nd adju'>tment<i to the targl't conn·pt '>Y'>tl'm can be modeled anti simu­

lated ln the R ~ Reference \lodl'l in adv,rnce of implementation. 

From Here ... 
• flow 1s thl' data stored> 

l he system of data ob1ecb is di'>lUS\l'd in Chapter 4, "R/3 Architecture." 

• flow c..lo you find out what SAP stanc..larc..I business tunctiom nre lih.el\ to be needed 

for your company? 

See Chapter S. "The R/1 Reference ~lodcl.'' 

• f need to find details about a speulic .ippltcat1on. 

See Chapter 9, "World \\'ide Busine'>'> Computing Systems," for an introduction to 

the SAP modules. 

• ~I) 111terest 1s in an overview 01 running the whole comple:o. of standard bminess 

soft\\ a re 1 n practice. 

See Chapter l l , "..\ Computing Center \lanagcment S) stem," and Chapter 26, 

"Understanding the OSS-Onlinc Su\ 1u? \v\tem "Lhapter 28, "R/3 Busine-.-. 

\ \ orh.flm, Management," ma) abo be ol interest. 
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Chapter 7 

R/3 Customizing 

Tht> ';.\PI</{ ''~t~m cont.um a rnodd ot 1t<,elf in thl' torm ot the SAP R/1 

Heferencl' Modt:I. which fl'cords all the '>tandard busines'> functions available 

in thL· '' -.1crn. rhcy arl' <ihown in a neutral or paradigm form which is sub!>e­

quentl~ lOll\'ertl'd into an l'lltc.·rpnse-'lpccific organiLationJI !>tructure. l'lll 

proces'> nl .1chil'\'ing thi'> trJmit1on begin'> with analvz1ng \Our busine':>..,, con­

tinue., with a <,dection Imm the !>tandiJrd component<,, and emh with the 

ime-tuning ot the whole '>\'>km. v,•hkh J'I ll'rmed "cu!>tom1z111g.'' 

l hi'> cllilpkr will !>how ht 1\\ thl· Cmtomizing elements of the <;AP R/3 \V'>tl'rn 

comprml'nt'> cornbme to -;upport the adaptation of thl' '>tt111dctr<l function'> ot 

the~ \I' R/3 Relerence ~f11dt::I t<> thi: hu-.111<:'>'> proces<:> S)''>lCrn'> that your L'<Hn­

pany rl'quircs. 

An Overview of Customizing 
C:mtnmiling h ~1 firn:-tumng ,11.:tivity uirril'd out on c1 sv\lem that" alre<.iJy 

running 111 protot) pl' torm. lb de'>t~n h;i.., .ilrl•ady been through m,m) pro­

Ce')'>e', e,1cl! ol thl'm ~u1Lkd and 'lt1pportl'J by ,1 ~peciali1l'd S,\J' tool that h 

able 10 pa\'> 011 ih output to the next tool 111 the protl'\'), 

Analysis of the Existing Situation and the Target Conce pt 

I hl \\I'!{, i l<l'l<:rLJ1Ct' \.lc1cld I'> d ddld '>lrudllrL wh1lh ldll bl con\Ultl'd to 

determrnc- ju'it \\'hich s1.11ui.ird bu'.)int!'>'> lur1l t1om .trl' av.11f,1h1L• in till' S1\ I' R/3 

'Y:>tl'fll '" predl'fined intq~rateJ progra111\, I hl' hc<.t \\,1y lo tomult ii ,., l>y 
u~i11g th<.· SAi' ft/'{ Anal\ Ill, wlrn h i'> d1\<:U'>'il'd in C h.iptt.:r 6, "I ool-\upprirlvtl 

Opt1m11:.tli1H1 with thl' f{n \nalyzc.:r." r h1: \11.tl}'1t•r \\'ill g11idl· you t hro11gh 

the prrin"'>' ot de,u1hr ng ) 01u nu rt•n I ')}'\kill .111d the t.irgl't cnnc l'pt ot yow 

bu~Ull''" lhat you c11l' 11ir11111g for . ·1he 1\n<.1l}1rr \\'tll lll'lfl v1111 look ,1t y11111 l\\11 

<..'olllpJniec,, ~ x1\t111g ,ir1d t.11:;et, trom the tollowrng fHJllll'i ol \ rl'\\'. 

• I ht• prot l''><. vie\'" dcp1t t \ u com pan~· "' .1 '>l 1 w t 111t· ol l'\1t·nt-drin·n pw­

Cl'~' ch.1i11' th<.11 ( ;111y 11ut th<! m·n''>'>.try wnrk \\ h<.•11 lhl' rigl1I L'Vt·11t 

c11nditions Ml' 111 ph.tCl' , 

In th1\ lhJptt'r you 
will lt.'Jffl 

• \Vho pl'rfOrt11'> 

(U\t11m171ng? 

Till \)''>tem 

prumph and 
the l..'>..pt'rl'> rn ~ 

\'lllll hu~llH.'S'> ~ 
~upplv lhL :r 

= 
ft'~(>OO\l:\ ;;-

DI 

• \\ h,11 <lo I need -m 
to l\n1m about DI 

Al\1\l'/-1 pro- "' ~ 
g1,11n111111g \.Q ... 
to uw tile 0 
c \l\lnm 111 ng c: 

= 
')'llrll' c. 

:'o\ot ht Ilg 
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l'flllll Ill lPll' 
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• I he intnrmation flow \"iew .tllow:. you lo '>Cl' how each c.1cth ity gets the informa­
tion it neec.h, and \\'ho h re'>pon,1h1L• for '>ending it and keeping it up to date. 

• The. data du'>ter 'ie\' wh out <111 the ill'm'i ol mformation that have to be captured 
and 'tored 111 a .,,~tunatic manner '>o th.it thl'y c:an be found again when they are 
\\'Jnted. 

• fhe tunction 'ie\\' ~ho\\"s ho\\" vour comp<1m has high-level functions that depend 
on lower-kvel functions, and so on, down to the functions responsible for han­
tlling the intormation and material<> pa'>'>mg through the company. 

H) looking at all these viewc, nl your present '>tluallon and of the situation when your 
t.irget conn.~pt has been implemented, \OU tan prngre'\si\,ely refine your target to make 
proper prO\ 1s1on for the market c.1nd manulJc.turing or purchasing conditions your com­
pany will ha\e to confront during the lung l1fetune of the '>Oftware you are designing for 
your targt.:t concept. 

Selecting Functions for the Target Concept 
I IJ\ ing drJ\\n up' ariom Views of' our tc.1rget concept atter inspecting similar \'Jews of 

the e.\isting situation and consulting the long-term plJns of your company, you will be 
tttCt'd \\'ith thl' task ol selecting tunctions from the mam that are a\·atlable 111 the S.\P R/3 
S\'>tem You will \\ant to do this caretull\ becauw you mav decide that the SAP R/3 Ref­
erente \lo<lel does not include all thl· 'IPl'L1,1lized functiom that \our target concept will 
entail. 

Company-Specific Functions. Betore you cxpre'>'> a need to develop new software, vou 
<,}10uld use the ),\P R/3 -\nalyzer to explore the pmc,ibilitie'> of setting the control param­
eter'> of e\1\ttng ~unctions to achieve the result~ you seek. II you are still unsatisfied, you 
'>hould look at the most promising fumtiom and '>Ct Jf you could add what is called a 
"Lll'>lOmer e\1t.'

1 This is an interface, normally qu1esten t in the hmction. which can be 
..icli\ ..ited J'> a way of launching out of the function in a ton trolled manner in order to 
e.\ecull' d piece of program that you ha\·e dtwloped to do that extra piece of work that is 
not p.1rt ol the tunction's e\·er;. da;. repertoire. 

II you cannot get a '>imulation of your target concept to perform as you \\'ant it to, even 
\\'ith extra customer exits, 'ou ha\'l' to go over to the AB.\P/-l De\ elopment Workbench, 
where you \\'ill find the tooh neces<.Jn to t.irry out major ~urgery on copies of existing 
func.·tiom in order to build the functionalit\ ~ ou desire. 

\\'hen you ha\'e '>elected from a '>tandard 5.\P R/ ~ Rderence Model the functions vou 
need, .ind when you ha\e built an) t.!\tra programs. you ha\e to get the whole system 
cu~tomizc:d \II the necesc.ary routines are already in the SAP R/3 system and its 
applications. 

The Beginnings of Customizing 
I inl'-tuning ot vour systc:m beg111s \\ith the tlpproval for your target concept. You wtll 
haw .tire.id} gonl' through the metic.ulou~ c.li~tipline in which the process selection 
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matrice\ ha\e been uwd to '>•.:ll'c.:t ju<;t tlHl'l' lunction'> th.it Ml' diredh lll'l'lkd tor \our 

enteq>ri\l, t111,:ether \\1th lc·1ta1n othc•r-1 th,ll \\ill he 'uggl' '>ll'd hy tlw '"tl'rn lH~C.tll\l' they 

<ire mandatory 'tepping-'itune-. to the' re-.till'> \ ou Ml wel-.ing. 

\s tlw \\\km becomec, ,m,m.· ot the detail' l11 vour t.trgc·t conu.:pt dunn~ lhe prnccs'\ of 

identif~ in.~ tunct1nn-. trom the proce~~ wlcc.:tiun mJtfl\, 1t can '>eled tnr ihell tho:.c (_ u<.­

tnmizing alli\'1t1e~ thJt 1t 1-.nmn ''"' hJ\l' to bl' perfnrml'd bl'forc thl' Ill'"' '' -.tem can go 

li\'e .rnd \\llrk properly from th1.: start . 1 hl•re .ire some n, e thnu-.and Cu'itlm1izing act1n­

tics tn choml' from. 

Objectives 
Custorn11111g has to c1chievl' three ohjl'dl\'l''>-economil,1lly in terms nl cml .ind man­

pO\wr. l>ut rel1t1hh· in ll' rm'> <>I building d \\<.tem that will -.t,rnd up to b.1ttering by real 

.ind 'lt11lll'l 1m1..·'> e1 ronei>u., d,1t,1 and re.ii ,rnd ')Ometime., 1...1rell.•'' u.,er-.. 

~,\11 Rn<. u...tnmLL111g fl," tlin:L' job'> to do, a~ tollm,'): 

• lntroduung .111d L'Xt1..·nding 5 \f' R/3 'i)'\klll appl1c,llion'I, 'llwothl\ ,111d 

tr.tn'lpJr1..•ntly 

• Controlling ,11HI dm unwnting the prnll'\\ of 1111rodllL ing the c,v\lem 

Milestones in the Delivery of a System 
It i~ ,ll\\d)' pm,1hle t11 lo111\ li.icl-; on .J lo111pk•\ projnt .ind dl\'llk 11111101111k1,to11<.• -.tage'i 

idc11t1I\ 111g thL· 'ignil1l'.ll1l l.'\ l.'llb. \\'h,1t I'> mu1.:ll mo11. dilfll llll, <111d much mon: prnduc­

liVl' ii dnrn: WL·ll, j, to wl out thc' '>l' \ltl.~l·\ l>d<Ht:'1 .. 111d. 

I hcrl' tollm''' .i ~um111,1r~ ol till' pwu·dural mmll'l 1l.'1..om111L'JHIL•d 111 till' Si\I' IMl1-

impk1111: ntJtio11 gu1d1•, "llilh i-. \\'ritt en .111d 'l lru1turl'd m111g ll\Pl' lll':\l l1.:'Lhn1quc\ thnl 

t·nal>ll' th1..· CJl1f1111.:· ll'J<.kr to 11111\l• quid:ly to inlDrni.1111111 rcll ,,1111 lo lhl' l·"" 111 hc.1nd. 

I hl' impk11H·11l.Jtinn guide 1n ih ~11lllJ>ltt1.:·r-.l\'il\ll'd 111.111ill'\l.1linn I\ .it thL· uirc ot ( u.,­

tomr1i11g. It will rc·m111d ~1111 ol what lllll\l lw d111tl' and 1-.c·ep Lr.itk o l wl1,1t 11,1\ lln•11 

done. ,\nd ii will lw t.11lo1L·d 111 } Olli t.11gt·t .i' -.om1 .i-. \oll h.iH· d1.·l 1dvd \.\l1llh t1pplit.i­

ti11n., you .Hl' g11in).! 111 l>l' 11'1111·•. 

Concept and Plan 
fC1,.irri\l .it .i dclinitio11111 till' t,srgt·t tllllll[ll <1nd J pl<111 ol 1111\\ tn g<:t thc•r1..• L'l\l.tih h11L11 

tl'qt1ir1..·lllL' Jll'- clllcily" ' cllld (CJllCL'plu.il tll\lgll. I '11.• 01g,1111/<1l1011 ol llh' dt'\l'loplllL'lll 

profl'l I ibdl h,I\ lo lah~ pl.1C:e cllPllg'>ldl' till· V\lld, •Ill th1• l,llgl t 

Requirements and Project. Stitnct 11111\ llr1' to gJt lll'r lngct her ,d I t 111. r1:q ui fl'llll'll I c, I rnm 

t11l fill' fl'\f'CHl'>ll>ll tkj>.trlllll' lll\ lllllll llllllg th•• nL'\\' 'Y''''fll .111tl 11\ j>tll(l!l\l'\ I h1.•11 tlll' ll' 

Ila') Lo lit ,111 or~t11111.1tinn<s l plan ()I till' (lfllJL't l ;1<t1v1lit' '> .111d .1 d1·l1,11.1t11111 111 lln· \t.111-

darch to lit ,1dlll'H'd ;111d tl1t• lt•<.;l\ to 111. •pJ>livd IP till' Wfll k In prn\ l' tlh qu.ility . 
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System and Tra ining . I hl imt,lll.itinn ol lilt>\ \l' R/ { '>Y'>ll'lll lM'> to tome.· earl\ in a 

proJl'Lt heL<lll'>l' thl' tool\ \\ill lll't'U it, although \'Oll c.an gl't J long \\JV <.1long the lim• bv 

ll'>ll1g the Pl H'r ... iom ol thl' \\I' R/J Anahzl'r c1nd the Rn lll'lerl'nte \lode!. I raining 

"·ill h<1' e lo tal-.t> pl\.ILC.' on the tooh and thL 'I\ 'ill'm. l 'L'r) onL 111 lhl' pro1ec.t will have to 

learn the S \I' c.oncept'> and method-,. 

Pro;ect Functions, Inte rfaces, and System Infrastructure. The tunLtions, pmu~dure'>, 

and respomibl11th:~ h,1w w be '>et out lor the prn1e1. t team. ·1 hen wor" has to '>tart on 

designing the interfaces required I)\ the t.irget <;\·stern ,111d the infra'>trutture it "ill need 

in term'> of ,lll thl' ph\ -.11.al f,JCil1tie-. and rt"sourct"> that will han .. to be in place in addi­

tion to the '>Ofl\\tlrl'. 

Documented Prototype 

The plan arriH·d .it b' the ton~going proc.c.•dure~ mu-.t be c.hed,ed tor qualit) bdorl' work 

begins on the protot\ pe Io realize 1t, detailed design has to be wmpleted Jnd imple­

mented tor at le.t\t the 1nterlt1c.e~ and the mmt frequent!) Lalled proc.edun•., Urg.iniz.i­

tional struc.tun:'> ,md ba-,ic data llHl'>l ht> JL'lcrmined during thh '>tJge. 

Printed form'>, repnrllng, .ind authorization 1wcd t1ttcntio11 nc:xt before the protntype Ccln 

be 'iub1ected to proper qucll1t~ 1.hed~1ng. 

Productive System Ready 

\\'ith the protot' pe wor"ing Jlld ,1pp1m ed. tilt' prodULt1vc.• '>) \lem l'l1ter'> 1h finc.1l pl.111-

ning pht1'>l''>. L''>er dou1111cntatinn \houlJ have been written h\ \our 1mplemcnt.1tion 

team bv !lll\\ 

fhe producti\'e environment. pc.·opled with trained U'>l'r., \\ho c.111 L.11! on .i uimpl·tcnt 

S)Stem ,11..lrnini'>tration. "'e'>'>ential The new orga1111at1on ... 110uld be 111 plaLe .ind 

archi\'ing -.hould be: well under WJ\. 

Be.tore the prodlKti\ t.' '>)'"ll'm can he gi\'L•n a qu.iht\ c.hell-. thl're \vill have to be an 

Jnalnh of the Ii 1'1.·I~ lnad i 11~ nn the "'!Item. lhl' 1n tcgra lion nt the '>Vstem com ponen b 

~hould he tc\ted ,111d the tinal manual ent1;. ol ma\ler datd ulmpkted. 

Optimization 

\v ith thl' sy'>km ope1,1tinnal, the two ta'>k"> are to optimize both the.• tellrnilal opcratium 

and the org.1nizat1onal 'I <>oh .11c J\ ail.ible for mea'>uring .,, '>km component pl'rlor-

111<1111.e ., hl' CompulL'r-.\idl'd l l''lting \\'Stem ((. \ n) i'> an l.?\<1111plc 

Two Model Companies 
·1 he) \I' RI { '>} '>h.·m j., Jc.•li\'c.•red complete with Clh:nt 000, which reprewnh a neutral 

te'>t <.omp~ny \\ ilh thl' following .itt11hute'>: 

• A '>impll' organi1at1011,d strullUfl' 

http.//www.mcp.com/que 
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• Cm111tr1-specitic account mg \Lhemes 

• St,mdard ~1:tt1ngs tor aLLL)Ul1t determ1n.itHH1 

• CtHlligurJttons for control ot '>tJndard lrJnsactium 

• bampk· prnfliL'\ 

J he e.\amph.• profile'> HlLlwkd in c..ti<:nt 000 Jre .i\ follow'>. 

• Dunn111g .rn<l Payment 

• Ma tL•rial requ iremen l'> plnnn mg .ind forcc;:i'>ting 

• f'ricing 

• \fc<,<iage contiol 

• Printout and form l,1\ out-. 

• ,\uthorization '>lruuurl' 

I hL· te'lt rlient 000 urn ht• usl'<l to e\.plore the integration of the various svstem compo­

nl'nts and the wa) they arL' rnntrolled by thL 5 \PGUl-C,1aphical User Interface. Accord­

ing to the: type ol busmess wnducted b) your tompany, you can 'iet up n working model 

''' ilu.:h u<.e'> the h.ir11.t1onc; \uppliecl tn demomtrdlt' hnw \.our target svstem might he 

dt:vl'lnpl'd . 

Ith ol co111<,t• important for till' implernl'rHL'r" tu eng.ige t he intere\t of m1rny peupll' in 

the org.1111zalion l>l'UtUSl' 1t will bt· 11L'Li:S'iary to ml' their e~perit>ncc to improve on what­

l'\ er S\ '>tcm h opi:ratmg .H tht time ·1 he te')t t l1ent 000 cc1n prm 1de thh dl'monstration 

an<l IO\ll,1IHH) tu LOOpLrat<:. 

c .Jknt 001 1\ resL'f\'l'd for pr11duc11on-rdated preparctltH\ attint1L''> It (J<.k'> master datd 

ind m<.i\'L'lllt'nt dctt.1. -..:o tompctn~ '>PL't 1f1L pctr.1meters h,1\ e bl'en c.ktine<l )tandarcl '>Ci­

ting~ .trl' Jvailahll' for 'iOJlll' lumt1on.,. II your company ll'.es wurl-.~hop data tolll't tlng 

dev1tl''>. tor e\ampll , thL dw11t 001 L.111 he ll\t·d to L11e1.k that they liln be proper!~ 

linkcJ through tile '>tilml.11c.J R/ ~ i11tcrl:.ttl''>. 

The Procedure of the Customizing Menu 
l..ll h \ ,\I' appl1t'<tlio11<011t11ht1tl''> ,1 l mtorni1mg rt1t·1111 •" .111 altl'rnJtl\c to the IMl1-

implc:n1l'11tat1011 guidl·. ·1 ht• following intorn1at1on t) pe\- infotrpl'\-<tll' Jddre<,s<.•d in 

both till' '>Y'>tl'nl-irnh·d ~t11lk'> ,1nd tlw c w.tomizing 111uH1-.: 

II C 0111 t·pt into11nclliCJrl 

• Reu>mmend..i11on" 
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• \cti\'ities 

• \tatm managemt.'nt 

• Documentation 

I he intention ol using a standard set of infotype~ is to ensure that all applications and 

their users can interpret the data stored in any of the databases. 1 he inlotype signals how 

the data is to be decoded and how 1t h used in business programs. There may be several 

thousand infotypes in use in an implemt?ntat1on. 

Transactions for Setting Parameters 

The user is guided on the basis of business criteria and objects to conduct the essential 

setting transactions. It is not necessary to know the names of any tables, table relation­

ships. or transaction codes. 

The IMG-1mplementation guide itsell provides a plan of acti·11ties. Information can be 

stored on deadlines, resources, and status management. The IMG acts as a dedicated pro­

ject manager system. Project-specific documentation can be assigned to every element of 

the guide so that it becomes an effeclt\'e record of how the Customizing took pldce. 

Entire organizational units can be copied, deleted, and pro\ ided with new parameters. 

From Here ... 
• What are the detailed methods for interfacing? 

Chapter 3, "Systrm Architecture and Distributed ·\pplications," outlines the system 

architecture including interfacing. 

• I am ready to begin a new project. 

fhe SAP H/3 \n<ilyzer is discus-;ed in Chapter 6, "1 ool-Supported Optimizatton 

with the H/3 Analyzer." 

• Where is Customizing most C'\tensively u~e<l? 

All applic,1tions usl.:' 1t. Matenal!. Management, described in Chapter 22, 

"Underst.and111g the MM-Materials t-.lanagement :-.-lodule," entails very detailed 

data modeling. 

• What tames next after Customizing? 

Uther your system goes live, or you hc1ve a project on the ABAP/4 Development 

Workbench, which is de~cribed in Chapter 27, "ABAP/-1 Program Development 

with the R/3 Work.bench.'' 

http· //www.mcp.com/que 
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Chapter 8 

Continuous Business 
Development 

The context into"' h1ch a SAP system will be introduced wi ll seldom be a 

green-field site for a business that is unique because n othing like it has ever 

been seen before. 

The system will be part ot a continuous business development. And as the 

anal) sis proceeds, it will be<.ome more clear 1ust where the business could, 

with advantage, bt developed. As the fi rst modules of the system go live. 

there will be a further flood of intormation on how the busin ess can be im­

proved. 

Sh ould you be in the ddvantageous position of being able to direct the analy­

sis o l the data that will inevitably be stored by the -,y'item, you wi ll be able to 

prepare reports to sho"'' the best way<, o t continuing the development pro<.ess. 

The SAP modules arc designed to facilitate continuous development, not for 

the sake of running a more elabowtc system, but tor the purpose of making 

your business more effectiH! and elfic1ent 

Whether vou are looking at an existing com puter-supported business, a 

manual system. or a recent implementation of a ~AP integrated su ite of appli­

cat1om, there are certain i5!.LH~'> that you ought to address hefore you take any 

further steps to develop }Ollr business processes. 

Contemplating a Transition from 
Traditional Accounting 
Auditors who a re uwd to impel ting the: financ.ial document., of d comp,111) 

are '>ometimes verv 'itreet-v. 1'><:. 1 hey havt· '>l'en it ctll hdorc. ·1 hey tan teach 

tht> lomputer people a thin~ or two. 

Comments on Data Recording 

Jn the days of the handwnttt·n ledgl'1\, lhcre was alw<I)'' a Lhance that the.• 

chief accountant would kt you wrih· cJ mar~111al note.• t<J c.•xpl.11n ,rn t·nt1> 111 

the ledger. But a computer '>}"~tern will c11<.ap'iulatt· the enlrv v.1th thl' un~inal 

annotatiom, never tu he altered. 'I he h:'>\Un to he l<:arncd Imm thh i\ that 1hc 

In th1~ diapter vou 

'"' ill learn. 

• \Vhat Jrl· the 
11!\~om to be 
learned trom 
the pre-
<:omputer 
\\ urkl o l ,1c-
rnunt1 ng? 

• What d1>l''- ~Ar 

\'1Y about 'Y'· 
tem llt'sign 
protcdurl'1 

• !lo\.\ llo you 
recognize I he 
need .1 nu prr:-
pan.• tor hu\i-
ness l hangl·! 

• \\ h;:it \ lmuld I I he hll\lnl'\\ 
rl.'enginl·~·nng 

pm] Cl l lllJO· 

,1ger Lll'f 1 ne a'> 
the olilll nf Lill' ~ 

IH\I phJw llf 
"< 
VI ,.. 

I he proJl'l t? ~ 

3 
3: 
QI 
:I 
Cll 
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moderns\ '>tcm must be \'l'r\ \tnt:t about cn!orling •1 comhtt.'nt input com ention, a 

pol!C\. a h<1b1t, t1 \et ot rules tht1t arc obt.'ycd b) !!\ eryont: and can be interpreted and be 

informatin· to ..i ~trangcr, an auditor for l'\amplc, some months after entry. All users 

have to be J'> JLCurate in memorandum fields as the~ arc in the tields that will be 

checked b\ thL' .ic.:counting procedures. 

A Design Checklist 
l he SAP Design Lheckhst point'> to issues that have to be taken into account before be­

ginning 1mplcmentatiun or ..it an earl;. stage. Product l~fG-Implementation Manage­

ment Guide, ha detailed support system tor implementation. 

lhe SAP R/3 Anal) zer providec; tooh and prompts for eliciting the necessary preliminary 

information, but the cu'>tomer m.:magement team will have to arri\·e at suitable conclu­

siom and decisions. 

I be task of technical interviewing to determine how work is currently progre-;sed is a n 

art form requiring talent and ptttience, not to mention an efficient and flexible recording 

method for \\hich the usual surrogate is a secretary. The modern methods are described 

in Chaph:r 6, " 'I ool-Supported Optimization with the R/3 .-\nah·zer." 

How Are Things Done Now? 
One of the ob\ ious starting points tor bus111es'> process reengineenng b a de\cription of 

the current mechJnisms, be the;. mediated by people orb~ 111illhines. 1 here are three 

possible )Ource'I tor this 1maluable information, and usual!\ the) will not correspond on 

Jll or e\·en anv points of detail. 

These sourll''I of a view on how things are c.lone now are the management, the documen­

tation, .rnd the people \\'ho du the work 

Management's View of the Current System 

Ob' iousl) tht.'rL are some aspells of a bmine'>s that are kno\\.11 to some managers but not 

to the worklorce and 'vVhich .in.• not dou1111ented. 

Then there are some aspclts ot lhe business that the mandgement has in itialed but not 

followed up 111 Llose enough detail to determine .. ,·hether their intentions have been put 

into practice in th\? way thcv instructed. 

Findlly, thL're .irt .t\pects ol thl' business that h.ivc de\·eloped through loc..il initiatives, 

tor good or tor ill, and havl' not come to the notice of management. Operational doc­

trine has been recognized as what happens as a matter of custom and practice in addi­

tion to or 1n '>pile ot what 1mtruct1ons have been recei\ ed from management or what is 

written 111 the don1mentalion. Operational dmtrine is not necessarily better or worse 

than the doctrine '>el out 111 the book. It is ,1 neutral term. 

Documentation on the Current System 

It I'> rare th<1t the current W\tl•m is fullv documented to the extent that a suitable person 

rnuld do .111y 1nh, .llbcit .. lowly, b) following exactly the 1mtructions in the book. 

http:/ /www.mquom/que 
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\Vhat may be available is the spec1fir<1t1on dr<rn n up when the ::.y'ltcm wa., he1ug put out 

to tender or when the contractor cont1rmed what wa., being impkmented. l lowcver, the 

chances are that the svstem tlen~loper'I and programmer"> were too busy designing and 

programming to find time to document evervthing. ,\ntl any aspect'> of the business that 

\\ere not capturetl b) the software or paper system forn1-. arc not likely to be available tor 

inspection by anyone seeking to reengineer the business proces::. some time later. 

Lrnbarra::.::.111g though it ma\ be to read, one of the mo'it valuable documents pertaining 

to the current S)'\tem would be a log of the complainb and snag'> encountered by it::. 

users, including the rnstomers and suppliers-who mmt he counted ,1s prime users ol 

any business system, e\·en it they press none ol its ke> s 

rile user tra1mng staff members are a good 'iourte of information on the current system. 

They will perforce 1'now their specialtv well through having had to explain it many 

limes and coach many beginners in its '>ubtle \-Va~ s. 

I rainers will also have a hidden agenda of 1dea<i that they promote on top of or in spite 

of the official doctnne. The\- will know ways of using the rnrrent system to navigate 

around problems that were not .intic1pated li) the designers or not thought \erious 

enough to warrant additional soft\\Jre or hardware inn~stment. In the craft trades, there 

are alway<> lo be found some tool5 that have been constructed or rc'>hapetl by the users to 

make them more etfective 

Operational Doctrine 

Operational doctrine is what you pas'> on unoltic1ally to your lellow workers in order to 

make their tasks more sucte'>slul. It mt1r be a habit of taking a brea1' even II the phone is 

ringing, or it ma} he the 1ntamous de\ ice of tlw absent principal "1 Jtn tcrrihlv sorry, 

hut my boss has imt ructed me not lo .ii low an) nnc a disLount " You may pa'.>s on opera­

tional doctrine tn" torrnal IL·Lture to e\ery ne\nomer, or you ma) not even realize that 

you are a role model tor how to '>Uni\ e in the .... orkpl.ice 

There ma) be an unofficial practice ot entering data that i'> 1'nown to be laulty so the 

difficult ''or" item may land up on tht• '>Upen l\or\ screen M1d, mth luck be dealt with 

b~ 'iOm<.:orn: on the next shill. 

Not all operational doctrtnL· i'I had tor bu'>ine'I'>. l he implt·nH~nte1\ ot a SAP wstem have 

tremendom 'iCOpe for building into tht nev .. \\''Item all the best <:11.:ment'> ot the opera­

tional dollrine that have evo)\ ed through e.:-..pt:rtence with tls <HH.l''>tor, whc.•thcr tht'> wa::. 

J computer system or cl p<1pu-and-penple system. 

\.V1sdom from opcr,ltional dmtrinc doe'> not come\\ ith11ut ettort. Ith .1ni.111ng how 

many experts on all 'iubjL'( t\ pronounte on wh<1t is ht1ppc·111ng, or wh.it h<1'> hapJH'ncd, or 

what 1s there, without enr Ji.1\ mg vi\lll'd the plate 

A token vi\tt to the '>ite i'> bt'llLr tlli.ln no visit at ,tll, but the more t11uc ">(>L'lll '"1th tht• 

people c lose'>t to the: work, the bettt'1. In ski I h a naly'>is wo11'. 1 t ll\L'U to bt· com1dcrcd 

only right and proper that thl' Jnaly\t -.hould ht1\e a tn ,it p<:rtorming thl' <i1'111 .\n L'\ 

pert would be on 11.ind to give help and guid,1nte, .ind ti he \\l'fl' fl'<tlly 1-.:ind, he· would 
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'>l't up thL' job ~o tlhtl lhe poor old analyst woulu have a rt'..1so1h1ble chance L)i not mak­

ing too much ul .:i tool ot h11n- nr hl..'rsl'lf, or wor'\e. 

There arl' two reasom to 1u'.')tify tr) 111g Llic 1ob fur onesl'lf. It might become apparent just 

what sort ot joh it is for the per~on doing ll on a dail) bclsis, anu it might demonstrate to 
the e:-.pert that ~uu think tlfo job important enough to spend a little time looking at it. 
If you are real!) luLI-) ynu will be able to '>pend enough time on the spot to allow a little 

discourse on what retilly rn..itters and what the challenging aspecb are. 

Listen ve~ carefully lo what is said when you have been on site for some time. So often 
the most ,·aluable information doe~ not come to light until the contact has matured tu 
the extent that joke:. may be e\.changed. l i<;ten with utmost care to the last few mo­

ments of your contact with the person who 1--nows most abou t the job and the system. 

Layers of Decision 
As more and more business processe~ are mechanized and automated, <ind <is more and 
more communication channels converge on each individual, it is clear that the responsi­
bility for taking decisiom has moved down the management chain. 

The telephone operator in touth with a client does not ha\'e to transfer the call to some­

one else for a decision. became the intormation and the logical basis Jor a decision are 
on the screen as soon as the needs of the client can be identified. Indeed, there may well 

be no telephone oper:.1tor a~ such 111 a telesale<. organmltinn. 

Because the system can take decb1om on the basis of prearranged logical rules <ipplied to 
the individual ca~e. there is no need for a wise supervisor to take part in the interaction 

\Vi th the client. One layer of decision-making has been let go. 

The ~Ar implemenkr~ have to be very careful to ched. out who makes what decision in 

practice. whatever the books may say. If the business proces". rcengincering fails to make 
use ot the speed and data access of Lhe new systems, it will tall mto the trap of simply 
copying the exhting mechanisms, rather than creating new methods based on experi­

ence of the old, coupled with the benefits of the new technologies. Will it still be neces­
S<H) to do thing~ in the old way when the new systems are in place! 

T he most significant of the benelil'> ol the new '>ystem'> h the ability tu ta1'e decisions 

rapidly and reliably. 

All Good Ideas Have Already Bee n Suggested 
People al work thin1' a lol. They have idea'>. l hey may not tell just anyone about these 
1Je.is tor fear of ndiculc. I he) may not allow them to .1ppear in written reports. 

I s\iential reading for the SAP research team are the reports on the curren t system and the 
bmine~~ condU<:ted on it. L-.~~ential li'llening b what anyone says about the current prac­
tice">, whelhe1 il i~ gnod 01 had, whether \aid in earnest o r in jest. 

lll'ading and ltst<:rung arc like braimtorming: much i~ useless; but you cannot tell which 
is which until a lkrw.mb. And a really good idea may be mentioned onlr once. With all 

http://www.mcp.com/que 
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this tlow ot written material and site visit anecdotes, LhL' SAP rcwarcl1er nel'd\ to be disci­
plined to look out for the soft spots, the opportunities for improveml'nt. 

Researching the Decision to Reengineer 
Business Processes 
The cost and importance of this decision call for the most careful research and prepara­
tion. so that the decision is taken on the basis of what really matters and with each of 
the options given proper consideration. rhese research resources allocated to prepare the 
decision ma) go to waste; the actual benefits may differ in magnitude and direction and 
may pop up in une'\pected places. Nevertht'les..,, the deci'iion Lo recngineer should be 
given the best possible chances of being the correct one. 

Why Projects Fail 
Although there are many rea'ions why reengineering projects fail, there are some obvious 
ones that 'ihould be comidered by all concerned. Prl'paration may be ill-informed or 
totally absent; inadequate ~oftware or hardlvarl' may have been installed; application 
implementation may be incompetent and poorly re-.ourced. Under each of these head­
ings there are a number of factors that are worth taking care of 

Using a Project Research Team 
To prepare for the important decisiom, a resl'arch team see1m an obvious necessity. Yet 
it is not uncommon for this team to be built from a variety of expcrb who are <10 knowl­
edgeable in their own '>pecialties that they cannot be '>pared to devote any attention to 
the project. fhe team doe'> need time to do its \Nork. It ulso nced'I di<;eretion, insulation 
from the pos<,ibil!t) ot traumatic. 1nh turbulence, a<i well as cxpert1-;c nut of the ordinary. 

Who ~hould be in the te<.1m? l11l' contractor m,1y h<1ve to mi.\ \.\ith the in-house research 
and den·lopment people. l:xpert1<;e, lre~h eye-., familiarity with the vendors, products, 
customer'>, c.ompetitor-., and the m.irkctplacc a<, a whole: these are the qualities to be on 
the lookout for. 

Tasking the Project Research Team 
f he purpose of C\tabltshtng a project TC\Carch team i'i tn SCt up a good Ul'Li~iOll StfllltUrl' 
in which l'ach option 1s <;upported h) lhl' rell'vant information. I he.· team 111L'mher~ will 
nel'd to know the <;<.ope of thi'> dec.:i-.ir1n \truLture· how wide or how narrow is their brier? 
Should thev consider an} 1l'levant IS'>Ul', whdher it he rl'lated to bu'>irwv .... per<illltnd, 

hardware, or softw<1re in uintent7 

There are tertatn i'>Sllt:'"> to ilL' r.1ised b<:ft>rl' dl'ciding lo impkmenl \ \P: ton\hlL'lll y be­

tween modull''>, terminol<>j,'). prngramml'd fumtion key-.. ui1w1..·nt111m in 'illt:l'll l;iyuut'>, 
languages, c.urrencie'>, legJJ requHemenl'>, prit ing datc1 011 invrnLL''>, hl'altlt .111d -.i1fl:t\. 

reporting, lax managem1..·nt, and rounding. 
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Ith 1ndel'd prm 11.knt1,d that Lhl' \\I' de'>igm·r" h,l\'L' built a tool to monllor and prompt 

,lll tht•-.e deu ... 11111'> hdorl' lhL "' ... 11.:m got' '> live. It 1'> dL -.uibed in< ht1pter 7, "R/1 < mtorn­

izing." 

The ABAP/4 Development Organizer 
1'11e t\BAP/-l Devdopment Orgnn11L'r i'i a wmponenl ot the 1\BAP/ -l ne,·t:Jupment Worl..­

bench. fhe Urg<1nizer 1<. a 'IUppnrt tnol for the Je\ elopment .ind maintenance ot large 

soft" Ml' 5) stL'lll' de,·t'lnpcd in S \PR/ ~ . I hL· t.uget U'>L' r'• Jrl' te.ims of de\ eloper<> and 

individuals: Ll'ntr<1lized ellorh and local. :-..tember'I ot a projell group may work on one 

or .,e,·eral computlT'> 

Development projects Ml' best di\ itled up into ,·arim1' JOh'>, eal11 of which is the respon­

sibility of an ind1vidu,tl or the leader ot il project group. Any tlc\Clopmcnt nbJCLl that is 

changed by a per'>on or grnup J'>'llgned to ;i JOb ''ill he automat1Lally logged and then 

resen cd C.\CIU'>I\ el~ f01 that spcliliL job '\o other tie\ eloper 111.t) alter that oh1eu until 1t 

has been releil'>l'd b~ the job team thctt fir'>l changed it. Other'> can lool.. al it, run il, cop} 

it untler a different idl'nt1ficJtion. hut only the dL'\'Cloper who "owm" it for the t1111e 

being Lan mJkL .111) altl'ratiom. 

By adopting lhh rrinLipll' of a de,L·loper owning an ob1eLt unlll it i'> tinhhed, ind1v1dual 

JOb') c,m be rcle.i wd i mkpenden t I\ of one another < hangc'> .lfl' managL•cl. 

In adtl1lion lo being a\'.igned a re'>pomibh: devel<>pl'r, each oh1etl under tle\'eloprnent 1s 

assouatcu with .i ucvelopmenl LI,,.,., th.it de.,1gnall''> the applicc1tion .irea of the object. 

Thi'> allows the objeLt to he found and the knowledge.ible people to he· identilic•d. 

When the devl'lnpmenl of an ob1eLl has ret1L11ed a 'l<tl1'>laetur~ '>tagc, it I'> relecl'>l'd. Cur­

rent \'ers1on'> ot tlw. obj ell arC' thL•n .,toretl automatiL,illv, .ind the nei' I\ reh:a<ied \'ersion 

become\ immed1t1tcl~ ,l\,til.ible to ,111 .ippliLJtiolb tht1t uw 1l 

Developmental d1ange' .ire usu.lily fir~t urnlined to .i famil) ul ~epMdle te<.,t "Y'>tems, 

where their elll'lt'I e<1n lw e\ aluJted before· bLing combined .rnd tramlerred to prn<luctive 

'iystc•m'I. 

rach tr.1mter of .i chJnged objell tr om a le-.t sy'>lL'm i'> aulonh1licall) logged, ~n that any 

problems am1ng ma\ he .illributed lo the '>peufiL tr.1mfer re'>pomible. Ith usual to per­

form a '>1mulat1on u'llng the Lh.ingl'tl objL'Lh before .1llo\\'1ng them to hL' tr,mslcrred to 

the target 'lystL·m. 

Part of ead1 lkn .. :lopment 1oh i'> to .Hrange hierarchical!\ org.1nized documentJtion that 

co,·er'> the aim-. ot thL• prn1ect, it'> statu'I, and ·Ill) 'l)l'Lial aspect'>. The re'lult is tht1t any 

change'> can he trJLkcd and rclntcd to the '>lnred ver'>inm they have '>uperscded. 

Software Engineering 

·1 he 'i \t' .ippro.tLh to 'loltw,irc· devl'lopmcnt '>eeks to l''ltabli~h tor eaLh development 

proJl'll ,, '>trullure nf '>elt-u1ntJ111ed parti.11 functiom. rhe) arc '>elf-contained in that an 

indi' idual dcn·loper or .1 tl'.im Ill.I} \\'orl.. on one of them knm' 111g that their elforh will 

k.td to a progra1nming wmponL·nt that will inll'gratL' with c.;,\p R/3 and the work ot 

http://www mcr .com/que 
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o the r de\'elopers. A partial function is .i nwthod and a computerized ml'cl1a111s.m tha t 

will work effectively within the scope defim·d tor it, not nece'isarilv a complete tunction 

that an end user might invoke. 

Because the work unit!> are '\elf-contained. the" c,m be teskd and .1d111qed hdore being 
built 111to larger -,equence'>. 

\Vhate\'er the size and \Cope of a softv.·are engineering devc!opn1l'nt, whether it hL' a 

partial function or a complete application modull', there are four distinct phJ:>es that 

'>hould be resourced and documented tor what the\ art'. 

Conceptual Design Phase. J he first phaw nf a de\'eloprnent projl'll -.Jwuld 1each it'i 

condusion \<>ith the production of a conceptu<il de'>1gn for the Ill'\\ hu'linec;s program. 

Conceptual de'>ign "ill .,e[dom proceed in an order!\ sequence, but there arc four ele­

ments \·vh1ch '>hould he rewgnized and documented preliminary stud)', analy'>is. de'l1gn, 

and presentation 

Preliminary Study of Value Adding Pathways. The prellm1naf\. -;tudy is tocw,cd 

by a n overall aim. In general terms, thl'i ann 1:-. lo oplimize performance ,ind cost all 

along the pathway\ w1th1n tht..• company \Nhcrc value i'i added, incluJ1ng t11l' rro(css of 

buc,lne'is procesc; recngmeering itself The pre!Jm111ary ~tudy should make a busincs'> case 

to justify the selection of hu,iness functions for dewlopment 

AnaJysis of the R/ 3 Reference Model. 1 hl' R/3 Reft'renn '!\1ndl'I 1s di'iLU\sed in 

Chapter S. lt l'i a part of the H/1 Bam !>\'item which can be used tn dt.>tl'rm111e whtlh of 

the standard R/ { appllcc1t1om and funttions should bl' selected ,1nd cu.,tomw,·Ll to 'iu1t 

your company''> requirements. 

Design from the EDM-Enterpri~e Data Model. L11:s1gn h thl' L\pl 1lat1011 of tht> 

right sy'item concept in detail '>Ufficient lur 1to, worth to bt' 1udgt·tl. 

The LD~t-Lnterpm(' 11.ita ~foe.let is dcm't'd from th1: R/:~ Reterente Model. It provide\ thl' 

busines:> prnccs\e'i of your comp;my a\ yr>U \'\'oul<l likc them to bl' \'1.lwn the IH.!~ de\el­

nprnl'nt t'i completed: pron''>\, tum:t1n11, 111tormation now, data, and oq.:anizatinn. fhew 

view-; are diSC\.l'>'>ed m C hapter I 0, "'l he Open Information Ware home ,111ll En terpmc 

Data Modd ... " 

Presentation of the Preliminary Study. l'll''>l.'lltation is the 1m1Le'i\ ol buildin~ 

consensus up to till' h1ghl''il 11l<111agement lc\l~l tor the d1rL·ll1on .ind <.mt ol lhc dl'vdop· 

rnent. fhtrc will ha\·l' lH:L'n a cmHider<thl<: .1mou111 <>l inter<.hangL· hct\\{'L'l1 Lht>'il' ,,110 

ha\'e clear 1dL•a1, about how the bu~Jlle\S proCC'>'IC'I <ihoul<..J be dl'\'l'l<1pt'd, .inJ thmc who 

know what is achic\•,1hle with the re\ourLe'> ;n·atla l>ll' 1n th(.' l·.\1\l111g '}Skill .111d within 

the existing su1ff. '\dditHJ11s to eithl'r ot tht..•'>t' ,ind thL alloca tion nl fund' tor thh purpn't' 
have to be appro\'cd on tllL' btt'il!> of tlw p1t·wntation of the rl '>Ult\ ot the prL'lirmn.ir\ 

study. 

Defining the Application Structure. ·1 hL' \L•u1nd pht.t'>l' of .i dt..•\1!'lt1p111t·nl prnrcLI ,.., 

entered \.\hen a budgtt ha\ htl'll a!lnLatt'd nn thl' hit'il'> of tlh· pH·l1m11LH) \IUd) lt1r the 

purpose of elaborating thL l<.>JH.t•ptual dL·.,1gn 'o ,,.., In match th l' -,1ruuurL· 111 tht· Rn 
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tunll1om 111 detail. lhe main ta\k will he to define the uata a rchitecture, the uataba'ie 

organization, and to create a prototype of the intenueu '>ystem component. There should 

he itcrat1w carlv prototyping ol components with end user\. 

Realization and Implementation. The third phase of a development project hegim 

when the data ob1ect management policies begin to be implemented. 

For example, any data that will be accessed by the new hus111ess function being devel­

oped will have to be made a\'ailablc: to it. If it is data that 1s already in a SAP application, 

then it will he in a format that is already compatible. If 1t 1s held in a legacy system for 

which there is a standard SAP interface, then the data can be accessed online or trans­

ferred in a single operation before the new function goes online. Should it be the case 

that the data in the legacy system is not in a format for "'"h1ch there exists a standard SAP 

interface, then arrangements will have to be made to ha\'e an ABAP/.~ interface program 

written or for the data to be rnnverted b) an agency. 

The de\'elopment team ha\ to ensure that all the fields specified in the Enterprise Data 

!\lode! have been checked to confirm that they contain the proper data or will be able to 

access 1t when it is needed. 

Final Test and Installation. The fourth phase of a development project has to include 

user trairnng followed by a final test in which the new funllion is subjected to the: de­

mands it will meet when operational. 

A new piece of program is an e>-.tens1on of the ED~! enterprise data model and mu'>t be 

tested to ensure that it integrates properly. This entails an add1l1onal test which is carried 

out when the new components and the existing EDM arc merged. A mass test .ind 

runtime analy\is a re needed to measure the effects of heavy '.)ystem loads and prove that 

the resource allocation provisions are working and can meet the demand. At this stage it 

is normally necessary for the new function to be authorized for release which will allow 

it to be ct11leu b) authorized mer'>. 

Making the Decision to Reengineer 
Business Processes 
When all the research has been done and the information presented, there will come a 

5eries of decision stages that entail weighing intangible\ anu estimating probabilities. 

There are some well-known phenomena that may appear under these conditions. I lu­

man be111gs are not always very clever when it comes to picking \\•inners. It is best to 

be aware of how good intentions can be led astra) when dealing with intangibles and 

uncertai ntie'>. 

http.//www.mcp.com/que 
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Let's Face It 
Ottiu? automat10n l11llovv1ng (111 mechanizattnn mean<. the l.:'nd Pl work form.my penpll: 

It tlw human rt!\OUlll' phtln,uphy i'> rcJll\ applil'd thorough!\ , thl'tl' can bl' a m1n1mi;:J­

t1on of u1\tt1rb,11K1.· ln thow \\ hn find thl•mwt,·c., '' 1thout work. fortunate arl' the pl'r­

-.otml'I manager-. \\'ho ha\'1.: ,1 means to rclocatl' their "taff in nc'" JOh'-. 

There Are Pitfalls 
Input error'> CJn gh'1.· .i lot nt trouble if thl') arl' not detected Jt the time. Stre~" and an.\1-

L'ly c.in move ,1 dl.'dm.tl point v.ithout l>dng notiu:d. the per,nn on the phone mav not 

h1.• thl! one vou \\'1.•r1.' e\pi..·<.. ling, and ynu mav h,1ve ca lled up the wrong o;crel'n. Modern 

hu'>Jtll..'\' '''>km' try lo rl·dut1.• the upportun1til.:'\ for input error hv narrnwing cJm,vn the 

pm1iih1llt1l''> Jntl ha\'1ng the Ppl'tlllor Lll<HJ\t' Imm a list ratht'r than enter the identifier, 

although tht're m,1y IK· 'PL'L'd ad\'antage-. in allowing peopk whn k.now ''hat the~ are 

drnng lo ,1ntidpate and typl' ahead. 

~lbunder'ltanding \\'h.tt i\ hl'1ng "aid ma\ OC(ur through language ctnd tl'chnilal commu-

111l\1t11>11 di fttud t H.''\. l la\'111~ the operator p.ir;i ph r.tw '" h.1t \'<JS thought to be.: the require­

nwnt ma~ help; and the -.ntl'm can 'uggl';;;t '' 11at migh t be a standard wording. The'>L' Jre 

tL·1..h111qlJL'\ th.it \llllle opvrator~ ha,·e cvnlvcd for LhL'lll'>elve'> and wh1<..h Lan easily be 

\Upp11rlL·d 11~ \\I' and rn.idc <l\aJl,1lllL· to <.di. 

1'-.fr,inll'rprl't,ltii>ll'> ol mudl'nts and '>itu,1t1om ma) give nw lo npl'ration:.d problem\. 

( >11e t,tlt1<. "to h,1\'L' th1.• operator complc11• u chetkli<,l "' h1d1 i'I atlju\ll.'<J onlinc \O '"lo 

.ivrnd .1<okinM lnr any intorm.1ti11n that i\ .ilr1..·.1dy known frorn the record' or \\ 1111. h tJll lw 

111fl.'1 red h) an"''L'f"' t<l flfl'\ ious que'ltions. l·or l \,1111ple, \ttlff ;11 a l1t111k that LICLept-; tele­

pl11ir1l tram;H.:t1<111' ll'>L'd t<> a"k hem !ht·} might hdp; now the\ hl'gin b\ .l\king for vnur 

/II' ullk, nc.1l11L'. .md initial\. I Ill'> allow'i tlH:1r 'i\\ll'm to otfl'J your l. t'>l !..nuwr1 addrl'o;\, 

\\ h1tl1 they reute Im ) ou tu Lllflfirm hl'lort• t hl'y n1m t.' on down their li'il ot CJlle'>tinn\. 

It I'> a quid~ ptrnl'dur~ . .irlll \L'l'lll\ llil'ndl~ -

~11 .. 11.:adrn~ iii trcmh h." L.111gln rnanv .i hu\H\L'\'>pl'r"lon. C)oml'thing that changL''i nnly 

<olllwly l•r in 'lllhlll' w.1y\ that ar1.: 1111t lllnu~ht irnpnrtant at the tune can eaU\l' trouhll'. II 

11111.• h rt:\111g111ec1111g .i bm1111.'"" ptrnL''" with ,1 SAi' 'i)''>tem, there i'> no difficulty .11 J!I in 

h.1\ 111-.: d.it.i un.il)'Zl·tl l<l H:\"t>.JI any tremh, ho\\'1!\'l'r gradual Hut what i'> not po'>'>ihlc h 

lot<.;,\!' lo inll.:r ol tn·nd \\'l1L'll IJ(• d.11,1 ht1\'\.' l>l'L'Jl cnlll'Cled th<it un1ld hl',11 t1pC1n It. 

Art.· l U"ll<>Oll'r" h11y111g mnhik· pl1nrh'' lwc.au\t' th!!\" ~Ill.:' fa\h1onahlc, hl'c".IU\l' lhl'\' '>d\'l' 

tin11.> cir nwnc\ 1J1 heL:1u"1.: thC.-\' mi~ht co111L' 111 h<rndv in tllv l'\'l'llt 111 a bn·.ikd11\\n 01 
• , # • 

tlHl'<ih!l1111g l'\ t.•nt! 111 tlw .1h'>l'll<.l' nl an~· 111.: rtilll'llt data. thL· S,\J' ")''>ll'lll rn.i) l>l' .ihll• tu 

pr11\ 1dc 1111<in.1ly'>1"1,_11 l ll'it<rn1crs "' l'r wvcr.11 p.ir.1111L'ter'>. Olll' nt wh1cli n11glit \trggl·\t 1 

JH1'1~ihle expt1111,1t1u11. I urt111:1 drilJ mu~t v11n1.: lr11111t.ilking111 (ll\lollH I', .111d '>O tll1: \\I' 

.,<.:fl:L'n will h.t\<: to hL· u<icd to rcl.'.ord ln.'t.'-tl·Xt 1111le\ 11r p1:rhap' .1 d101tl' ol 1-:e\' \\orlh 111 

,m entry 111 ,11\ .rn<il)''>l~ l1eld b,1"1L'd t1p1111 .111\\'\'t•r\ to \t>llll' q11v\l11m' 

'(hi\ e:-.a111plt• illu\l1t1ll"> till' ll\L' of llHllkfll ti..·d111olog\' Inc ollc•t I< llfH•11t d,11.i 011 ~' h.1t 

ll'IC'\',rnl pL'opk .sri..· th111k111~: \\h,1t lll'>lnnn·r\ '>••). \'\ h.11 \11pplll•r\ "l:t\': wh,11 111q111rl·r-. .irv 
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a\king about. ,\nd the fJLilities ot SAP support such research studies Imm the exploratory 
'tages right through to the stage where hard data Lan be collected. 

Thl' ~y,tem will be re.id) tu discern trends in the data as soon as any basis fur the analy­
si' LJ!l he ->peufied. 

Waste has ah\ ay-; been a <,oft spot. whether in ti me, material. energy, or personnel. Busi­
ne'>S proct">'> recng1r1eering can be the opportunity to set up methods for monitoring the 
consumption of these resources and for comparing one situation with another, one ac­
counting period with another 

Profit and Joss hnn~ alv"JYS been part of business monitoring. Nowadays there are few 
vmrk people who are totally out of contaLt with the computer, so there is the possibility 
of online assessment, in profit and loss terms, of the performance of managers, supen·i­
sors, operators. contractor~, e,·en adnsors. 

One might argue that the sort of monitoring of performance that can be carried out b~· 
the system is rather tri\·ial: hours worked, calls made, expenses, sales, profits, staff turn­
m·er-a mixed bag indeed, some items more important than others, depending on the 
compan~ and the person being monitored. 

Monitoring the New Business 
rs 1t too outrageous to claim that to reengineer a husiness by applying the SAP concept is 
to make it a new business? 

If it is indeed a new business, it is right and proper to consider how and in what ways it 
is to be monitored. On what basis shall it be declared a success? 

There are some favorite indices of success that are not unimportant, such as profit. 
Nowadays the success of a business will be judged in part on the basis of its effect on 
the en\ 1ronment The employees will have their own dimensions for judging company 
perform a nee. 

However, a project to reengineer some business processes should not get very far before 
setting out some criteria bv which it can be 1udged. What are to be the indicators of 
project progress, success, and lailure? Where are the critical places to look for telltale 
signs of whether a project is going well or badly? Which numbers or other indicators 
should be scruttnized? Where are the pressure points to stop bleeding? ls there anrwhere 
that the stick could be applied? 

fhese queries that have to be answered in the context of a business proc:ess reengineering 
pro1ect if it h to be cost-effective are not peculiar to the computer industry. They aie 
matter'> to which leaders of all work teams should give high priority. They apply with no 
l~v. forte 10 work teams of one, where the leader and the worker are the same person. 
You Im\ c lo know where you are gotng in order to tell if you are progressing m the right 
<l1n.>Ltio11. 

http://www.mcp.com/que 



TERADATA, Ex. 1006, p. 210

From Here... 161 

From Here ... 
• Quality management ic; the name of the garrn:. 

The SAP concept nl quality manageml'nt i~ integral in all the applicc1uons ancl 

development tools. ( onsult Chapter 17, "Understanding the PP-Producti0n Plan­

ning and Control ~Im.lull'." 

• The problem i:-. getting the right staff. 

There rs an interc-;t111g tollection ot components ac;snc1a ted with th<: I luman Re­

source.., application L''\plicatecl in C.h;:iptcr 21, "Under:-.tanding the 1 IR-1 luman 

R1:sources t-.fodule.'' 

• Our company is not readv to take the plunge. 

You will hnd 'iome good idea'> and not a fev. powerful h.'chniques set nut in Chap­

ter 28, ''R/3 Busines') Workflow Manag1m1ent. '' Apply this method of serious busi­

ne.,, workflm" control, am.I you will ~oon <iec how to further elevate your chanccc; 

ot bu~mes~ c;urvl\ a I. 
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World Wide Business 
Computing Systems 

You ma\ ha' L' tl world \\ic.JL hmrnl'\\ that \·nu run on the hack nl an l'nve­

lopl', or ynu m.n ha\l' t1 v.otldwide <..omputing W\tem that doe-, hardlv any 

busrne'~ Jt all. 

Multinational Accounting 
I lrn:e gwup'> of tJcllH\ are important to u:ntralized multinational 

u1mparnes-IJnguage. <..urrem \.and legal hu-;uw.,., pr,1d1Ce'\, a-, folio''' ; 

( )ptratJng 'creens and ri .. ports 11H1\I ht: avarlahk 111 the l;mguJge of the 

U\l' f\ 

1\mou11ts mu'>l appe;ir in the lnct1I 1 ur tl·nty. 

fill· ta\e'>. legal lilli.HH."1.il n:pcll l\, Jlld pil) nierll method-, mu.,t he thmt 

ac.:u:ptahlL· to ll1l• l10'>I nation 

II the corporal ion h,1'i \Ub'>idit11v l nmpt1111c:., trJd111g in 11HHl' th.in one 11,111011, 

thea m.1) ha\l' ln he .111 .idd1t1(1nal 1.rngu.tgl• and c.urrerH.) for uw ll\ head 

of11<.e, plu-, Tlll'lhmh of making ,1d1u'>tmenl\ Im .my c.lilterenn·., ht•twc.·l•n at­

uiunting or othu hu'>ine.,, pr<tlliu:\ 111thv11\l'l\l'a\ ho'>l natHll1\ 

I hL') \I' 'Y\lem 111c1kl'\ co111011'> pro' 1\IOll'i !111 all tlm.T group-. ol laltor .... 

language 
\ \P '>UJ1r>c1rl\ an UlUL'il'>mg numhL·r ()f l.inguag<:'>. h11.. li l.ingu.tgl· 1' dl0 '>ig 11,1lL'd 

h) <l u1dl that "entL·reu during tllL l(lgon prou·" 01 <ll•f;iulh ln I he l.111gu.tgl· 

c.Jcllnc.·d Ill tht· uwr prnfrle. ~trl'l'll\ .111d onl11w 1c:p11rt' will i!ppt'<ll in thl' l,111· 

~u.igL· ol I lie lngnn. 

Operational Currencies 

I hc.· lnlln\,111g c..u1h.:llUL'' lhl\l hl·•·n d<:f11H·d 10111p1.:r,1t11111.1l pttrflCl'>l''>; 1 llL·ir 

t<>th ... ., tlfl' .1~\1grtl'c.I to t'ill 11 I um t 1011 h\' dt•l ,ntl L. v.·1111 II ~ c HJ m.i \' .ti kr. 

Local nrrrL•ncy-1' c1l\<1 tlw rL'fl<•rtrng t urrc.·my 101 till' lnrnp.in\ lnlk 

D11u1ment <. ur1L•11cy-thL' 11111· 'Jll'lllil'd 1111 t·ntrv 1111 \\I' 1)11u1111l'nl\ 

Th" dlJptu 1s 
Jhout thl L'nhancl'-
nll'l11\ ot the S \PR/ 
{ 'Y'll.'nt that Ort' 
de\igned tn mJke 

pmtlucll\ l.' world-

"1l.le hu\llll''>" pro-
ll.'\\ing ill1 L'\'erydav 
Jll.i1r 

• 'lei n1an\ rcgula-
t1on'' 

• I h,1, l' 'onw 
dl'p,11IlllL11 h 

\\ hl'fl' \OU LJ n 
fll'tl t ,111110\t ilny 
l.ingu,1ge 1m1kr 
tlw -,un hl'111g 

\flllkl'll 

• "' dlll!I ,\C-
lOllJll,1111 gl'l\ 

111,1d 11 \"OU 'Pl'•IJ.. 
lt1 h 11n ,1bnul 

Ull l('lll ll'\ 

• I Ill' lt·g.ll dq1.1rt- "" '< 
ll) l' IH kl'l'jl\ ihl"ll "' ,.. 
\ l'l\ IHI\\ \\ ith It 

! Ill llg\ll.1! 11111\ 3 
Ill 111 Jll·f Ulll 11 • I 
I rlL'\ DI 

:I 
DI 
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l1roup c.:u rrl'lll \-.in ,1ltwn.itl\·e lo dnu1ml'lll c.:urrenn· tor group reporl111g 

Updating u1rn.•nc.:~-dl'lim•d lnr pmt1ng deh1t'l and Ul0d1h to the Gl-l1eneral Ledger 
in p.uallel "1th the l<x.tl currL·nn· 

Credit limit nmcnc.:\-the LUrrenLy cho'><.:11 lo m<1int,1in the credit limit 

Ledger currenl\-an altern,1ti\e to the updating t.urrency tor that ledger 

\ddit1on,1l currenc\ JSsignmenh are a\ a1lahk in the S.\P Foreign f\.change \fa1Mgcment 
component,\\ hich i\ part of TR- I ~f freasury l\!Jnagemcnt. 

Currencies in Transactions 
rach compam lOde ha' a lnc<1l currency tor reporting. The W'ltem records umount-. in 

tht'l 10<..al currcnc\· and aho 1n a lUrrenc.:\ th.It ha'> been spelified as the document cur­
rency, \\'hllh will he U'>cd on c1l l document'> 111 addition to the loc.::al currency 

You can enter documents 1n ,iny currenq 

'\ ou ha\'e the fol lowmg two <>ptions tor com·l·rt111g currencie'I: 

Enter an l'\l hangc ra le when \ ou en ler the tramactton elm um en t. 

The SV'>km translates het\wen t.loc.ument and local currenue., by relemng lo a 
table of daily exch.inge rate<i. 

I he system can he custo11111l'd 111 vartOU'> wc1y'>. including thl' tollowing: 

A spcultl U'>Cr is obliged lo enter amount'> in a particular currcnq . which can be 
the loLal currenn or the cloc.umcnt ntrrl·ncv. 

A -;rccifil u-.er may be permitted to entl'r .1mount<. in L01ther lnc .. tl or document 
currency. 

Whatever the cu\to1rnz111g ;irrangemcnts, the· W'>lem will d1'>plc1\ <lmounh 1n hoth local 
anti Jocu men t c urrl·nc1c\. It wil I round ott m 1 nor tlifferencl'S u'>1 ng ruil''> e'>tt1hlt'ihcd for 
lhh purpose. I he\c difference'> Lt.lit occur when '>cveral lme 1tenh arc convcrtell and then 
,1dtled in both currl'ncies. 

l u<.tomer monthly deh1l'i anti uec.l1b are kept hv the system onl} in loc,ll currenc.). rhe 
rc·conciliation ,1Ccount tor the \ccountc; Rcu.?i\ able suh-lec.lger i'> kept in local c urn:nc) 
and mall the other currenCIC'> that have been po'>ted. 

Currency Exchange Differences 
\ line item 111,1v he cxprl'sst:tl in a currenLy other than the local or document currencr. 
You can enter P"' rnc·nt\ to clc,ir -,uch foreign currency line ilcm'> ming either local or 
do<. Uflll'llt Cllrfl'lll \ 

l 11L' Jld\lllL'lll C\prc\sed 111 the '>}'>lcm document currency \\ill have been converted from 
lilL' loc,11 rnrremy at c1n c\chc1nge rate adopted h}' the sy•:,tc.•m .. 1nording to the rule-, laid 
down ror cl\'>lgn111g the d,111) l.Xclhinge rate. fl this rate ha'> changed from the rate 

http.//www.mcp corn/que 
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pre\'ailing wht.'n the 1m·n1cc wJs \.Wittu1, the parment .Hnount may not ni.tt<..h thl' opl'n 

item Jmount. In ~uch cases, thl' sntcrn "di ,1utomat1c<1lly c.alculatl' and po'lt an e\­

change difference entr~ to ,1 \cpatah.> .Kcount L''>tablJ-,hed for this purpme. 

Currency Translation In Consolidation 

There are three ba.,1<.. rnrrenq conn r\ion ml'thnd'> u<.L·d in the consolidation nf group 

accounts, a-. follm"-'' 

Reporting date methou 

Modified reporting date method 

Iempnral mcthud 

Group~ of llc:m\ in lllL' balantc '>hel't and pmlil and los::. statement are converted at one 

of the three: following c\change rate .... 

Reporting datt: ratl' 

1\ vtragc rate 

Historic.al rate 

11-LC c onsolidation can translate any items at am rate'> and use anv of the methods tor 

an~ of the indi\'1du,iJ wmpanic:<;. 1 hC'H. are \everal problem\ for which thh program 

prmides solutions, a~ follow-. 

Lxd1angc diflerl'nces between tht: date ot the tiansaction and the ddlc ol the 

currl'nC} conver\10n 

Rounding ditterence'> 

rhe ac;\et\ h1'itnr\' sheet w.ing ratl'\ <.urrent on tht· reporting date 

It a tr,1maction difference 1s pmtl'd, the prrv1ou\ t1anslatinn <lillcrenct"> will havl' 

to lw rt~\ l'.fSC'd . 

The international !av.• n:qu1res that all intl'r-rnmpany halante'> be <:liminated hdorc pre­

senting the halance 1,hect and profit and lms 'it.ttl..'mcnt. .\II po~\ihll' pair\ nf individudl 

compC1nies must he iml''it1gall'd for t:\'H1encl' that till')' haw !wen trading \A.1th eath 

otht:t 

If the• indi\1duul cnmp.mi~s h,1ve imtalled anti L<lnli~url'd SAP .itrnunting .ipp!Jcatlom, 

thert: will have bN·n automatic duo I c uirenC\. .ic:count111g in whilh l'VL'r}' tran\action 1s 

dornmented JI the time in both tlw loc..tl <..llm:nq ,rnd thl' lllfll'IH} dt·~ignatL·tl for ,Ill 

tramactiom 1n the group. I ht: Fl-I< cornpont·nt will ,tlfo\\ )OU to tr,1<.c an} c.urrl'nq 

tramlation diffcrem L'C; between thl' local currt'nc. ~ at I hl' prl'vail i ng ratt· of e .\c hangL' '' nd 

thl' tran'>action nmcncy. J\n t:.X(ha11gl' ratl' tl1ftt:rl·me <..nrrl'tl1on l.tll thl'n hL· pmtL•d in 

th1.: hJIJrlCI:! -,tiL·l:I a(cnunl dtc;1gnatt·tl for u1m:m:y tran-.lt1t1011 gain'> .111d lo'>'iec; ,lfld thw. 

broug-ht into till' com11l1datt:d finanu.d \tatl'ment. 
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Foreign Currency Valuations 

\t the l'ml of ealh posting period and lit the eml of the year, you may have to \<llue 
open ill'll1'> Lht1t arc cxpre1iwd 111 foreign n1rrency You 111,\\ necu to \"alue b) a method 
for loca I ta\ purpo-.es d1fforu1 t from the method th<1t \todd1olt1crs in the pt1rL'll l lOm­
pam '' i II \\Jn t to 'il'e in halant l' sh1.'1.'t .i nu the prnl it anti Im., statement. lhe \.\P 
methotl 11i to tic line two parallel valu,1tion ;m~a-.. eJch of wh1d1 ma\'' alue opu1 item\ hy 
a uiffert:nt method. 

When t hl' tim1.• comes to po'>t ,1 tore1gn 1.urrcnc) pa) mcnt. the '>)''\tern <.Yill clear Jn\ 
currenq tran..,lation gain nr lcw1 that hc1'.> already hecn recorded. The posting de'>tinat1on 
account nhl) depen<l on the nirrenq anti the typl: ot tr.in'>altion. In any e\'t:nt, the '.>)"'i­

tem rccnrc.h on caL11 open item the .1c1.umulated tran.,lc1tll>11 difference. 

There t'> then a choice of dbplaying in your local currcmy either thl hhtorical original 
,·alue of each open item or th1. curr1.•nt ,·alue. 

\\'hen\ ou dear an item -.uch a" tlfr,, the '>ystem automallrnll) re\·erses this tr.rnslatwn 
gain or lo-. .... You thus haw the L•lPJhility tn monitor the .,1tu.ttion at an~ time, not only 
at period en<l. 

SAP Foreign Exchange Management 
System 
The purpo.,e ol the foreign L:-.d1.1ng1. \l.inagement sy~tem i'> to record. monitm. and 
settle toreign c:-.change contract<,. L nliJ...e most other foreign l'\d1J.nge '>\'Item'>, the\ \P 
Foreign Exd1Jnge Management W\tl'm i'> not targeted ,1t b,1111-.... It i.., direct!~ mtegrakd 
with I R-C ~I f'rcasury, Cash Management .ind automatilalh po'>b entrk'> to l'l-Financi<1l 
Accounting. 

l he sy..,tem has international tun1.t1on,1lity and '.>upporb till' intern.Hion,ll rnmmtmit:a­
tion standard'>. Its dbtinct1\e feature,., that 1t links toreign exchange contr.ict... to the 
'>peufil open 1tl'l11'> that arc being h1.:Jg1.·d. 

The imtrumcnh of foreign c:\changc ttrc constant!\ being dcn~lopcd and -.uppll'mentcd 
by Ill'\.\ 111\trumenb. \ uu c.an c.i'>IIV 111n1rporate new mc,111'> ol lorcign e.\1.hang1.· tra<ling. 
fhc imtrunu:nh currently rerngni11.•tl incluuc the foll<mrng. 

\lariou\ lonvartl e\changc transJction l) pe'> 

( ombination of hc<lgmg and me 

lrlohal anti in<li\'idual hedging 

·r he c;tandard hu..,mec;<; funLt10m ol \ \P R/1 are ti\ ailahle to the Foreign 1:..\1..hangc \1,111-
ag~ment ~ystcm and integrate with il ,,.., follows: 

i\uto111atil fH>c.,ting 

http.//www.mcp com/qul' 
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\u tomatic corre\pl111lknce 

Document histon 

Lin ks to contracts, pu rLl1vse order\, invoiu.'s 

Control lw internal checking 

CentraltLl'd foreign l''\Lh,.111ge management 

Introduction of new 111strum1.:11t'i ">ULh Js option\ ,rnd tutures 

Fle'\il11L' reportinµ: 

Word processmg and graphical pre\entation of reports 

Foreign Exchange Business Types 

A bu\tne~'> l) pc define'> the bminess trctmact1on dS a prn~1.im object and controls the 

processing logt( in tht.: ">"tem, 1ndud1ng the data recorded by the ~ystcm and how they 

are obtained 

The husine'>'> type can Jctl'rmine the lollowi11g operational c.ktad<i, for l'\.tnlple, the tol­

lowing: 

)equ<:nce of S<.rl'L'm tor Jata <:ntrv 

Data l1l'lds to ht m;.inc.latrny. option.ii nr \Uppre'l'>L'd 

\hinner 111 whic.h IR-< ~f Cash ~lanag1m1ent and 11-I rnJnc1al Auount111g apphca­

t1om are updatl'.d hy t lte rort•ign t:xch.i ngt.: \1,in,1gernl'n t ~y•;tem 

Tht'. c0ntroll1ng fun<.tionality of hu-.1m·.,., 1}'(1l''> t.111 he Jd!U'>tct.I onlim 

The system'' prm 1dcd with det1n1turn., tor the nw.,t Lommon hu\1111.:.,.. lYP'-'" c.ovcring 

the foreign l'.XChang1: markl·I 1111,trumtnt'>. You l<ln dl'lllll' an internJl bu1itlll''>'i t\'pl' and 

assign il to tram<u.:ti<lll'> by l'l1tl'rtng 11\ uak I h<. tOUL''l L.111 lw U'>cd to '>Oil your busint:'i'i 

mto the <ipproprialt? joum,11\. Surh intl'rn.tl bm1nt..:'i'i I~ pl'\ L.111 he u-.eu to c.nntrol foreign 

cxch.ingl· l1,1c.ling w1th111 .i group of comp,1nit..:1i t111li 1iupport the <.<1ntt·pt 01 a c~ntrahzed 

treasun dcpc.irtml'nl. I hl'rl' t'i .1n l'\ll'll\t\ l' rangl: of ).\P I t--1 r rL'J\IHV 1v1onagement com­

ponent-.. 

You <..111 dd111<: iJ stCJtl' .. t1l .1l hmtnl''i'> l)'pl' 1111 ct '-Pl'Lt.il t.l'I~ It will not upd,ttl' thl' fR-t M 

( tl\h ~1,1n<tgl'OH:lll \)'\tt•nl (If ;tll\' l·(-l1)., ( rerH:r.tl l cdgl'r h,tl.tlll l'\, illld in thi'I lc..''>j)l'll l'i 

analogous to pl.urning c.Jill ~t . 

Foreign Exchange Manage ment Function Types 

A fun<.t1nn typ<. dd1nl''> th•: ... 1.1gL t1r mrll'\10111. tl1r11 ii frm•1gn L'.\c:hang1.• u>1111att ha1i 

reathec.l in it'I ltfl' l)'de wlivrt ynu pmt the t1all:\,1Cti1111. Y<•ll Lllll dt·l'idl• whtlh 'ill'Jl' .trl' 

relevant tor you1 cornp.1ny. ·1 ht? C<illo\.\111g i-. .111 l'X<1111ple: 

lnit1at 1ng .i tr~111s,1t t ion 

Modityrng 
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Prolon~ing 

Settling 

E.ich tramal'tion will gimerate a document on which wiU be recorded the business type 
and the function tvpe, <rnd hence the stage reached by a foreign exchange contract. 

fhe busine~s type and the iunction type together control the data entry ancl processing. 
The specific fun<..tion t) pe will determine the following: 

Wh,tt appears on the data entr} screen and which fields are suppressed 

\Vhi<..h fields require data and which are optional 

fhe control and release function 

The confirmation prmtout 

The integration of data into account 

The c;ystem will automatically record all changes lo a foreign exchange contract in the 
form of document:> that log the changes of function type trom initiation to settlement 
and archi\'ing. 

The INT-International Development 
Application 
There is an established range of enhancements to the SAP R/3 system that are designed 
to customize a world,,·ide system according to the international trading communities in 
which it operates. These are presented as mouules of the INT-International Development 
Application as follows: 

IN-APA Asian and Pacific Area 

IN-EUR Europe 

IN-NA:-..f North America 

IN-AFM Africa and Middle East 

1"'.\!-SAM )outh America 

Foreign Trade 
fhe SD-Sales and Distribution application includes a module that is specialized in the 
regulations governing foreign trade. 

SD-FT Foreign Trade 

The following function-; are available in the SD-FT Foreign Trade module: 

http://www.mcp.com/que 



TERADATA, Ex. 1006, p. 218

Foreign Trade 169 

FT-Prote'>smg 

Ff-Pellarattons tn .\uthorith!'> 

T-T-I· \port Control 

I- r-Preforence Agreement-. 

IT-Control 

Export Data Records 

Where your companv i'> nper<1ting in a husi rwss zonl.' in which local export .rnd import 

rule\ an~ in forte, the )AP ,tpplications can be configured with the appropriate proce.,sing 

logic. rnr l'\ample, the Luropean Commurnty ha'> irnposctl '>pecial rules on international 

husines<, transactions ">111ce January J 99 {. rhe ll\JTRA)TA1 procedure require-; that report<i 

he '>Ub1111tted pertodicall) tn the appropriate ndtional authority for all C:\port transac­

t10m "1th1n the communit) . The follo\<\'1ng export data item'> are relevant tn INTRASTA I 

1eporting, and are managed automaticallv by the SD-Sale-. and Distribution system aml 

quoted 1n the deliwrv and billing document\· 

Ct1mmunit) cndl'. L<Htntr)' and rL·,g1on of origin of the product are stored in the 

ma-.kr rctord 

llw route planned tor ckli\ ery, whilh will determine the cu~tom~ olfice and thl' 

mode ol trnn-.port 

Thl' hu<1ine'i\ transaction type anti the C\port pron:durl' 

rhe lU">tomcr ma'>ter reu>rd-; will intlude lhl' vi'llu<> adtktl til\ \'i\ r RH1 NO ht:'ld 1n 

whi<.h th1.· 1..ompan) ·.,\',\I reg1,Lr<1t1w1 numher i!°) '>lored. It applies at thv u1mpuny l(ldl' 

leYel ol nrg.rnilation ')trllllUrl'., and thl·rl'fnre to ctll -.tructural elrml'llt'i bl'low it 

Country-Specific Regulations 
I h1.. hu-.1m·\'i pr,t<.ttU~\ and k~<il requi rcml·nl\ of '>p1:ulil lOUntric'> c\tl'IH.I over the fol­

io\' 1ng kimh of l\\11e: 

I axe'> 

l'i•Yrtll·nl l'rotl'\\111g 

I he: fr1ll11wrng exc1rnplc'> llll1'>lr.1k th<.: d1rflort..·11{l''i in ll<Jt1nnal tmk-. ol prac.litl' lllat <..111 lw 

imtalleu ''' mlrgral 1.:ornp< 11wnts of ,1 '>jltl ifll ~.\P Rf{ .. y-.tt..·111 

I edt•rid Rq>uhli<. 11! < rctnhmy-Ull'l k/ Bill nl l·ki.."tl1,111gl· 

'w.'1t1l·ilamJ- I'< )I{ f'r11tc.·clurl' 

l·rantl-L< R amt I< < 

ltaly- l<ru•vuta Bt11tt<Jrrt1 
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Special National Human Resources Features 
\ ~Uh)tdntial part ul the I IR-1 luman Re'>ourcc'> <lpplic.aliun is alread~r defined to ctccept 
international operc1tiom dS a normal p<1rt of husine'>s. J lowever, there are some .1'.lpect~ 
that require the integral inn of '>LI pplemen ts progra rn met1 to recngn i7e di fference'.l in the 
legal rcquiremenb and business practice<:. of J iffert:nt natiom and different bw.iness 
communities. 

HR-Human Resources National Supplements 

The n..ilional supplements pro\·ide dynpros and the associated '>creen design<., which can 
take ad\·ai1tagc of tliflcrent language pools, to rnmiuct the human rec;ources husinesc; 
funct1om according to the customs, terminology, and legal requirements of the country 
concerned. With glohalizeci enterprise~, the per~onnel adminbtration neetl not be for the 
country where the functiom are being utilized. 

Multilingual Capabilities 

Applicatiom and modules within applications can be pre-,ented in an: of the <;uppnrted 
languages . • .\lternati\ el), the application can be maintained in the language of the host 
imtallation and then any of its constituent functions can be assigned a different lan­
guage aLcording to the user profile of the per-,on logging on to operak it. 

Language Text Pools for ABAP/ 4 Programs. When the code in an .\BAP/-t program 
requires a text element Lo be di~played on a screen, it spet.ifies the number of the text 
element to he used. The: code cloes not haH~ to be changed in order to aLu.:ss another 
element if the language ot the user is changeci. 1 he language in which the text element 1~ 
presented is determined by the l,inguage seltctcd by thl' u\er profile. 

Language rext Pools are used ror screen lavoub, online help. and online doLumentation. 

Pictographic Languages. fhe DBCS ha tlouble-hyte character set '>)'Stem th,1t L<lll sup­
port Lhe pictographic language'> that have .i l<Hgc nu rnber oi Lha r.tder'>-Ja p.i nese and 
Chirn:se, for instance. 

Wide Character String Handling. fhe AB.\P/-l language l1c1s been extended to recog­
nize dc1ta type \\I, for wide character field~. and \Orne other functions that permit double­
byle ch.ir..iLtcrs to he mixed with normal ~ingle-byte charackr~ in the '><1me field. 

From Here ... 
• rhc ti:L1111ic.tl problems of worldwide computing 'ieem insurmLHtntnble. 

You might feel that. but the ~t\P standard busines~ software h.is been there befnn.:• 
and ,1lrc.td) '>Ortell out all the techrncal problem~. St>e Chc1pter 3, "S)~tem t\rd1itec­
turc: • .111d Ohtrihuted Applicattons.'' 

• Where hit po~sible Lo lind out ext1ctly which functillll bin each molluh:! 

You w1l1 l11H.l a method of locating function<; described in Chapter 5, "rhe R/3 
RekrenCL' t-.lndcl." Sec lhnpter 6. "lool-Supportetl Optimiznlion with the R/3 Ana­
ly;er,'' tor ,1 Jio;,cu<;sion nf huc;iness proces-, optimization using the R/3 Analyzer. 

http://www.mcp com/que 
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• What is an Fnterpme Data }.lode!! 

A good 0ne wtll shnvv \'OU what makes \'our company tick It } l haptcr I 0, "The 

Open Information \Varehousr allll l nterpriw Data l\lodel<;." 

• \\'hat about head olfJCl' 1unct1on~? 

There are twn pm111bl11ties: Chapter 14., "Understand1nl.( the rnterpme Controlling 

~fodule," and l haptcr 15, "Understandmg the ·1 R-Treasur) l\lodule." Or you might 

prefer Chapter 12. "Understanding the 11-hnancial Management ~1odule." 

• Where can I I ind more information on the topics covered in Lhi' thapter? 

See Chapter 21. "llnderstandmg the I IR-1 luman Resource~ l\lodule," .ind Chapter 

20, "Under<ilanding the Sn-Sales and Dhtnbution Module." 
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The Open Information 
Warehouse and 
Enterprise Data Models 
The purpose of an 111formation ~arehoust:' i' to provide technical, bus1ne\!I, 

and statistical data tor an~ part of the corporation that might need it. I he 

purpose of an enterpri~e dJta model is to pr(!\ idea structure into which data 

can be fitted \O a\ to mal-.e ~eme to lhme who wntemplate it. 

fhe warehous<.: prov1dt:'s tlH.1 information, thi: enttrprbe mo<lel gh'L'\ it !rn~i­

ness meanin~. 

The Open Information Warehouse 
Concept 
1 he Concept Ot clll open uata!Ja<;C includL•~ lhl' Tl<>tl<J!1 thclt all Utll<l h \l<HL'd in 

tables that are apparently r~ady to be 1mt.111th inspl'ctcd ..ind u'ied without 

any n<:ed tor comple\ d<.ita retrte\·al imtruLt1om 111 <1 'lpecifir l,rnguagl' pcnt­

liar to the one' 1.:ndor. 

An open intormatinn w.irehouw suggL''>t" tll<it ,tll till' 1nlorn1ution j., r1:adil) 

available in a form rl'<Jd)' for ust \\ itlwut the need ILir ~ped<1l :..tLCe'>'> O[llra­

tiom. There'" ahu thr 1111plilation thdt the Ill\ l'ntnrr of tile v.arl'h<n1w i'> 

comprehensive and up-lo-date. 

Data Sources 
t.;,\P 1nforrnati<in \\''>IC:m\ an: ,1,,1Jl.ibll· t1Jr ,di Lill' m<iin appl1t.1t1C111-. .ind .irt• .in 

integral part ot t hl'ir 0111..· r;i 11011 I he: lrl' ,Jll t1hV1< 111'> '>Olrn t· ot d.1 t.1 u >1H l't ll ­

ing their specific an!il\ C1! IJur,1ncr;~ .iuiv11y ,\11<..I the) ,dread~ coopL·r.ill' witll 

one ;mother so as to -.harL' ma'>t~:r dJta sud1 ,,, -.upplit•r dt t.sil\ .11nl 111.sl1·11,tl" 

master data . fh('y .ire <11'0 111te~rJtt>cl with tile l111.111L1al .1cun111ting mudull''>. 

If the open intormat1on w.rn.:llous1: •' to lw dn, lopl'c.I 111 '>llpp111 t ot t ht· I I\ 

1.xecuti\'e Information )~'ilt:m, tllcn tht' H' will l>l' .s dt·111.11Hl l111 1111111111;1111111 

from tht: J ~1- ( Cl'd'>UI\ \!fan lgl'rlll'Tll tnndule. Wllll h l rHllcJ im llldl 011lim• 

information Jmk'> t<> thl l111.sndt1l and 111.1tl'ii .1l'i m.irk\.'l infom1.1t11111 W'>ll' ll1'> 

provided by non S \f' VL·ndnr<>. 

Tim d1Jptl'r beg111\ 
by iJentifyrng the 
.'>OUflt'.'> of hU\111e\\ 

tl.sta Jnd tllc:n ~<lt'\ 
on tu rdalc 11 lo 

ITIOlkh nl till' 
enterpn\e: 

• \\h.it "'tlw 
1.hlfl'fl'lh t:' hc:­
l\\l'L' ll <I d,ll,l 
modl'I .ind .1 

1ct1..•rc:nL1.. 
mudl'l I 

• \\ holl I\ ,J d.11,1 
d1l111111,1 I y ·I 

• h Lhl!rC! .tll) 

d1t il'fl'll<l' hl·-
1 \\TL' n "d.1 t.1" 

,ind " 111t11r111,1-

ti11n ".' 

• llnw do n1u 
ltr!d \'Ollf \\'11\ 

in lhl' 1rtl11rn1.1· 

ti11n w.1rdwuw.' 
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r he lollow1ng ~ \P source<; contribute to the opl'll inl01 mat ion \\Jrehou'>c: 

~inanual lnlormation c;,·..,tem 111\J, \l'l' Chaptl'r 12, "Under<;tandmg the 

Fl-linancial '.\tanagement ~fodule" 

Controlling lntormation s,·,tem 1( f) ). \l'C Ch,1ptcr 13. "Underst.mding the 

CO-Controlling '.\foduk" 

Purchasing Information System 1PURC I llSI. \ee ChJpter 20, "Under-.tamling the 

SD-Sales Jnd Distribution t-.lodule" 

Materials tan<1gement lntormation Sv)tem !MM15). see Chapter 22, "U nderst.mtl­

ing the }vft-.1-~laterials I\lanagcment ~lodulc" 

Production Information ~)'itl'm !PPl\J, '>Ce ( hapter 17. "Under'itanding the 

PP-Production Planning and ( ontrol \lodule" 

Shop Floor lntormat1on Sy'item (\ I ISJ, \l'l' ( hapter 17, "L1nderstanding the 

PP-Production Planning ,md Lontrol \lodull'" 

Plant '.\!aintenance Information \\5lem CP'.\1151. see Chapter 19, "UnderstJnding 

the P\1-Plant \lamtenanLe \lndule" 

Sales Information System (\ISL -.eel hapter 20, "Understanding the :::iD-Sak' .ind 

Distribution '.\-fodule" 

llurnan Resource!> lntormation \y'>tem (111~), we l hapter 21. ''Untlerstantlmg the 

HR-I luman Resource:, ~fodulc " 

The OMS-Document Management System 
1 he resources o f the OMS-Document Management Sy'>tem will be at your d1spmal to 

help you find what you require in the upen information warehuu:,e. The R/3 C.las:,ifica­

tion System comprises many lun< .. tiom dl's1~ned to help you locate information held in 

document lorm. You may search on the ba'>i'> of !>ubject matter and you may search for 

an item becau!>e you know it is linked with a JatJ object \uch as: 

.\nother document 

A matc:na l identified b) 1t'> material number or by its name, or part of it!> name 

An item of equipment \·vhere you ha' e given ih name or on!~ the identifiLation of 

thl' activitv where it is uwd 

J\ project identified by it!> number, the person re:,ponsible, the purpose, and so on 

A quotation 

·\ sales order 

A cu'>tomer or a vendor identified by an a t tribute in the master record'> 

htlp.//www.mcp.com/que 
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EDM-Enterprise Data Models 
rhe purpose of an enterpri.c;e data model h to make sense of and take account 01 hmv the 
business mes the data -.tructures defined in the uctive ABAP/"1 daw dictionary. 

fhe enterprise data m o del is huilt from entity-relationship elements that portray the 
rl'le\'anl information object'\ and their relationship~ from a business standpoint. 

I or example, the following relat1omhip is between data structures seen from a data pro­
cessing '>tnndpoint: 

Value S = Value C + Value P. 

1 he <;ame relat1omhip ma~· admit a different interpretation when seen from a b usiness 
perspcct 1ve: 

l'rnlit is )ales Revenue l ess Costs. 

One view is a model for the computer to specify the calculation procedures; the o ther is a 
modd ol how the business Gill sur\'1ve and llourish if the management can manipulate 

lhl'. \ ;.ilues in il certain wa)'. ThL''>e e\.amples are obvious!) a little sparse. Pnrt of a slightly 
mun: dt:vl'loped model is -.ho"'n in figun: 10. l . 

Job 

Task 

Organ1za11onal 

Unit 

Fig. 10.1 Jl~H1 of ,111 ~ nterpti'>c: I l<1ta Mode: I. 

Object Types in an Enterprise Data Mode l 

Person 

Cosr 

Center 

Workplace 

I Ile tollnwing ob1l'ct typt:'> .ippl'ar rn the t•x,1mple 111oc.lel fr.rgment. 

Organiza tiona l Unit , which h part of lllL R/ { lkfl:tcntc ~tod1:l and will he,,.,_ 
-.1gn('d t hl' n,1mc ot tht: npt!r,1ti11g Ul1llp<1n\' or d1:pMlmt:nl tht1t tllL' L'rtll'rpriw d<1l.1 

model h being mt.·ll to rqlfl'\l'lll 

Position . which 1'> fTlt>lh,•lt:d from tl11· I{/ { Rdt·H 111 l' Mmll'1,111cl11.1111ed to -.uil tlw 
-,pec1f1c compan)' with a title \t1tl1 cl\ ).ilc•s R(•p1l'\t•111,1t1w 
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Workplace, of which there may be 'leveral assigned the same position, each able 

to accommodate one [X'r'>on 

Job, which is a sel of tasks based on a specific workplace but nol necessarily the 

only set of tasks performed there 

Task, \Vhich b a component of a job and usually comprises a fairly well-defined 

set of worJ... input materials or messages for which there are appropriate work proce­

dures 

Two other object types, not part of the Human Resources Organization and Planning 

componenl, are necessarily addressed by relationships in thb arena. They serve to par­
ticularize a n y instance of the model by naming a person who is assigned to perform a 
job and therefore is attached to a \vorkplace which carries the responsibilities of a posi­

tion, and a Cost Center such as a specific plant or department. 

Relationships in an Enterprise Data Model 
The dala model fragment in figure HU implies the following relationships: 

A n amed person holds both a Workplace and a Position. 

The \Vorkplace is part of the Position. 

The Position is part of an Organizational Unit. 

The Organizational Unit is allocated to a particular Cost Center. 

The Position describes a Jnb. 

The job describes one or more 1 asks. 

A Task describes a special case oi a Position. 

There is a system ot graphical symbols that are used by the R/3 system to display differ­
ent views of the Enlerprise Data 'l\ lodtl so as to emphasize the relationships between the 

objects of the rnotld. 

Organizational Structure in an Enterprise Data Model 
The SAP R/3 general organizational units relevanl to all applicatiom are taken from the 
standard reference lhat is the R/3 Enterprise Data Model: 

Client i' the highest level in R/3. The data of one dient may not be accessed by 
another c lient. There is often a training client and a testing client, in addition to 
the client code that represents your group or corporate identity and under which 
the SAP !>ystem rnns normal business. Some data is managed at the Clien t level 

because everyone in the corporate group of companies will want to reler to exactly 
lhe c;arne information and be certain that il has been maintained up-to-date and 

correct. Vendor addresses would be an example of data managed at the client level. 

Company Code signifies a legal unit under the Client which produces its own 

financial dotumcnb, the balance sheet, and the profit and loss statement, and may 

well maintain lhem LOntinuously reconuled. 

htlp.//www.mcp.com/que 
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Plant is an organizational unit that is seen as central to the production planning 
con<.ept. A pl.mt c<in be c1 production site. or it can be a group ot 'Ill) rage I OLatiuns 
that share material'.>. Plant is the unit for which l\.JRP prepares plam and maintains 
the im·entory. It is the focus of MM-Materials Management. Each plant \Viii have 
been given planning and control clements such a'i materi<ll, inventor)', operatiom, 

work Lenters, and 'iO on. 

The lower levels of organizational structure wiU tend to be specific to the application. For 
example, the lovver level\ of a warehou'>e dat.i structure will reference warehouse areas 
and perhapc; bin t)·pes and bin numbers, whereas the lowest lewl in a human resource 
personnel data '>tructure will be an individual person. 

From Here ... 
The open informatiun warehou'ie 15 a concept that i"> able to be realized in practice be­

came all the integrated SAPS> stem LOmponents can be calkd upon to supply data that is 
structured in accord '"'ith the enterprise data model Lhat has been established for your 
company. Particular details are discussed in the chapter concerning the Rn application 
module to which the data of interest belong<:. 

• How i'> the datJ 'itoreJ? 

The S)stem ot data ob1ectc; is d1scu-.sed in Chapter 4, "Rn Arlhitccture." 

• How do vou find out what S,\[' -.tandard hmincss functions arc lih.dy lo be needt>d 

tor your comp.1ny·! 

Sl'l' l hapter .'>. "The R/3 Referenct Mudd ." 

• I low Jre thl' inatenah master rc:cord~ m,111ag1..'d 111 till' urnt111uou' pr<>Ll'\'\111g indu'>­

l ries? 

)<:e ( hapter l K. "l Tnc.h:r'>l<tnding 1'1'-1'1 f11od1H t Hin Planning tnr l'rn<.:C\') lndu'itric>-; 
Modules." 
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Chapter 11 

A Computing Center 
Management System 

1 Ile ptirpc1,.._ nl the Cumputmg < enll'r \f.111;igement \\ \lL'tn t< < .MSJ 1\ to 

prc..n iJe <.111 L' l l1uent ;;ind lk\1hk "-Y'>tem ftll monitoring .in<l c..ontrol l ing lhl· 

\ \P \\\ll·m Jnd il<i appliL.1lin11 module .... It'' required to manage thl' routi11l' 

la'>"-' ot monitoring .111d 1..nntrPlling b;id:ground prou.·-.-.ing and d.it<1b<1w 

IMlhllfl" I IH. 111tt•nU11n n! thL' <le'>ign 111 the< <. :'\fS-Lnmputing Cl'ntU \l.in­

,1gl•ment )\\km b tn build 11110 11 tlw h1..·-.i llll'tlloll\ of d1,~m·1..·ri11g p1ol>ll'll1' 

J'> t'Jrl\ .!'I (lU'l'>ilJJe. 

I he 1..nmpll':'\1ty nt modl·rn \\'fltld\,idl• ln1.,in1..·.,., .,~\lL'111'> r<.1hL''> tertain quc'>· 

t1om wlmh 1l,1ve to lie <1ll\\\L'rl1 d hy hl'ing .ihh: to point lo 1dit1bll' .rnd tl''>tl'd 

'>nttware and hardw.ire th.it '"'' hl'l'l1 pr11\ l'd lo llt' Jlik 111 Lope ,,·1th thl'> 1..tHll· 

plcxitr. I he fnllt1w1ng .ire \011w nt tlh:'>t' qu1..·'>11nn-.: 

• <\.Ill the C:C~Js.c <•rnpul111g < 1..·1111..•1 ~1.tll.1gl'l11L'lll S~\klll 111.i11.1gl· \L'r) 

l:rrgl' 111.: l\\'nrk' ~ncl r:lol>,tl u1mp.1111L') 1 

I hl' c C:\fs u1ml>im' ' \\till the \Minus IH1\I ,111d .1ppl1Lt1l111n ')\IL·ni pl.II· 

lorlll\ tu btrild .111 111t1..1~rt1tl·tl l,irgl· lll1 l\\11rk 11l.1nagt1 J. 

Si\l' L·.\t1•1J'>l<>ll') 111 lhL• SN~IJ1- '.'11111pil' l':e l\\'nlk ~1.ui.t~l'll1L' l11 l'r<1lou1I 

h,J\ e 111..'l:ll dL·h·l11pcd t11 prn\ ide \'tiri11u' ~11H-~f.111.igL'rlll:nl lnlorm.itinn 

g,1\l'~ . 'I IH•\ e are di.:'>1grn:d tn 111l\1Jl.1l '\\1lh .ill l) l'L' ' ol '>Y\tL'lll'> .11111 '>)'i· 

ll'rn pl<!tlornv>. 

• \\'hat ti.1p1'l'l1' it ,1 1 n1np11nc11t nl .r d1<,l,1111"Y'klll1111•.ik\ do\\'11! 

A glob.ti .1ll'rl 111111111111 111111.. 11011 will d1'lplo1\' 1111., lo11 r 1111l1l' c <~IS· 

< 11111put1111.! < L'lllU ~l.11 i. 1gcr111!11! °'"'ft.:111 

• 111 a glol><JI '>Y'lll'J11, \\lrert• .rr1· tl1L' 1 om1111t111~ l11,1d\ 111.r11.rgl·1P 

I Ill'< l \.1\-C (llllplll111•1 < 1•11lL· r ~1o111,1w·1w nt :-iy ... 11· 111 h al>l1..• t11 "'"ign 

ll't.'rs to .,uflich:nt 111·1' l•IJ'.itit v ,111(111\f'IWl' till' ti11w u111t111lkd d1't1il111 . 

tilJn ol ~)'\tern ri..:'>olltLC\ . 

Th1\ d1,1plL'r Lt1H·r~ 
thl' lnllo\\ i ng 
.•rl'J\. 

• ~\ \ll.'111 perfur-
111.111n• monitor· 

mg .111d 
watd1111g for 
l'<> rl ~ 'lgll\ tho t 
1111glll pll'\dgl' 

pr1tbk111\ 

• I uoh tor LOO· 
tmll111g .ind 
ni.111.1gi11g thl.' 
W(lrl-.lnall\ nver 
J <.l1\t11hukd 
.111J l tllll pit•\ 
\\ \lt:lll : 

• '-fllhoth of 
.111.1 ng1 ng npl'n 
1nll'll,11..1..·-. rn 
l,rrgl' IV~ lll'>l.tl· 
l.1111111, .mu 
hl'll'l 11gL'lll:< Ill\ 

\~ \ll'll\ pl.ll· 
~ 

101111,, "> •" tn '< 
i111q.:r.1k with .t 

._. ... 
di\l l\ll \ ,,, 

Ill 

lll'l Wiii I\ \1'1-
3 

\'ll l'\ .llld 3: 
DI 

I '1111! 0 p.11 I\ = 
1ppl 1l ,tl 11 Ill\, 

DI 
\Q 

• ,,., 111itv, 11'11-
Ill 

3 
,1hi1ll\ , I t>l\ll • 

,, 
dl'Jll1.t!1l\ , .111J = ... 
lllll'>:ll(\ 
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• HO\\ l'i th1.• management nf IMl"lllg up d,1ta arrangl'd in a global'>} st1.•m > 

The ba("up and rernn•r\ of d.ita can hl' '>Uperv1sed through the Cl ~I)-( omputing 
<...enter ~lanagcment Syc,tem, together with the a'lsouatecJ 'ielllrity and authoriza­
tion. 

CCMS Components 
1 he componenh of the Ll :'\IS-Computing ( l'llter \lanagc:ment System are included in 
the standard R/J '>)'Stem. 

The SAP-GUI Graphical Usl'r Interface is prm ideJ with funltions and control options 
that are eaS\ to interpret b\ virtue of the e'\tem1ve use of graphic'>, and eas) to use by 
selecting items on the screen and appl~ mg the '>pelial function i....ey'>. Beginning\\ 1th R ~ 
Release 3 0, the l C ~IS functiom are supported b\ the S~l-)en Ill' ~lanagement compo­
nent which 1<; designed to 1.•nhJnce computc:r center management. 

The CCMS receives notifitation of '>ervice requirement'> whilh it can relate to its model 
ot the equipment in the system. This model represents the harU\\are, software, network 
addresses, cables. and other items from \\111<.h the networ" 1'1 built. Furthermore each 
component, such as a local network st:nt:r, h represented with Jll 1ts dt:pen<ll:'nt software 
and hardware, and the ob1ecl networks such J'> LAN (Lolal .\rca Netv.·orl-..s), ttnd WAN 
(Wide ,\rea Networks). 

Each item has been assigned '>tandard partner alt1v1ties so that tlppropriJte '>L'f\ 1u• con­
tractors can be identified if a f.iull arises I he acluunting and pricing arrangements are 
also set up for l'Jcll act1nty '>O that the adm1111'>trntion ol the '>erv1ce cont1Jlh m.i\ pro­
ceed efficiently and largely automatically. 

The 5~1-Service ~ranagement component .ilso re'lponds to lhange notices so ~is to main­
tain the net\.vor" models. 

CCMS Integration 
rhe SAP R/J l CMS-Computing Center Management System i'> integrated with the faLili­
lies of the v1mous host platlorms and operating e1w1ronments. I ur the R/ ~ sptem to 
qualify as an open S}stem, 1t llltl'lt wpport th1.• 1nteract1on ol am of its .ipphcJt1om with 
am other to the extent that an) of the mer interfaces should be able to Jlces'> any of the 
applilatiom, whic!1 should be .1ble to exchange data with l'i.llh other. nw 111terplay ol 
applications depend on a '>harc:c.1 system ol int1:rnat1onal stJndards fur interlaces, ser­
vice-., and data lormats. 

The following int1.'rnational stantfards tire supported h\· R/ ~: 

• TCP/ IP, I r,1mm1s\1on l ontrol l'rotornl/lnternet Protolol, 1s the '>tandard netwuri.... 
protocol for npen sy-.te1m ,111J is supported by all H/ {applications. 

• RFC, Hemote I unltion Cull h the ),\P \B \J>/-l programm111g language Jdaptation 
ot Remote Procedure<. ,111 which permit'> other S\5tem\ to call R/3 applications 

http //www mcp.com/que 
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• CPI-C, Common Programming Interface-Communication 1s a set of \l~tndardized 

definitiom for program to program commur11cat1on across systtnJ<>. 

• SQL, ~trw.:tured Qut:n Language, rs the .\NS!, •\merican National Standards Insti­

tute fourth generation language for manipulating data 

• ODBC, Open Data Base Connecti\ ity, is a ?-.licrosoft standard for table-oriented 

data acce,c; ba!>ed on SQL definitions. 

• OLE, Object Link.mg and Embedding. is a ~l1crosoft technology that permits 

objects to be connected and incorporated across multiple files and programs. 

• X.400, 1s d series of recommendations for message handling systems with exten­

sl\"e secunt) options. Thec;e originate trom the 11 U, lnternat1onal Telecommunica­

tions Union through its agency. l (.ITT, lnternat1onal Telephone and Telegraph 

Consultative Committee. 

• X .500, is a sc:ries of standards for directory ser" ices, also issued as ISO 959-1, drawn 

up by the l UTT. These standards require the use of directory user agents to con­

trol access to a dire<..tory information base. 

• MAPI, \ll!'i-.aging Applilation Programming Interface, is part of the ~I icrosoft 

\\ OSA \\'mdows Open Ser,·ice Architecture 

• EDI, Electronic Data lnter<..h<inge, i'> a standardized scheme for e\chdnging busi­

ness data bet,,een different systems by mean(, of defined bm1ne~s document!> sulh 

.is invoices and orders. 

• CAD, Computer Ass1'>tl'd Design. 1s supportl·d bv cl serie'> of '>tandards tor the trans­

mission and \torage ot technical doLUments, inc.lulling dtawing~ and textual mate­

rials. 

• COLO, Computer Output on LJ\er Disc. is c.1 method of writing image data for 

optical artl11v1ng '"hid1 h used b} tht.: ~AP .\rchiveLink to store digit11cd bil­

mapp .... d pixel data which is din..·ttl) ltnl..ed to documt:nh and data that an.: cm.kd 

and which thert:lort• c.m be U\c:d to retrie,·c· I he '>tor(:d image. 

• Techokal Subsy~tem~. \".l11ch .ire compam-speufic c.h:\1ces to interact with 

plant controls and 1mtruments through interfdces adapted for thb p11rpo'>r. 

Open Network Management Platforms 

"The overall managc:r system tor an as.,nc1at1on of lac~<.:. hetcrogem·ou~ nt:twork'"> from a 

vanety ut vendor~ may he c.omidt'rt:d t" be a m<inage1 of tht: more lo<..al network m,rn.ig­

ers of tht> comt1tuc:nts nf tht m·twor~ .. I lie d1ffi<..11ltv h to create a '>~!ill'lll wh1< hallow\ 

the c;omporients .-,ufficit'nt flcx1b1l1t) to 11Huact with c-.1ch otl1l·1 ~dthnut ltl,ing thl! c.1J­

vantagcs of control hv a •·,upt:r-ma11Jger." I he tentr.tl umtrnllcr ha'> to h.in: 111tini.1tl! 

knowlc:dgt of the detail\ ot all the l'lcment'"> 

By contrast, an opc·n nctwor!.: rn<magcrrn.•nt platform I\ i1 prod ult \.'\ 111<.11 ,tJlow~ ,ill t1'icr 

direct management ol th1. m:twork tl·chnologit:'i. Under tht:\l u11Hl1t1nn~. th1.·rl' i\ 1111 

need for each comportt:nt nl'lwork to 11.iVl' 1t'> nwn '>l'p<Hat•.: rwtwork manager. 
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J ffr, lOncepl h al!'o referred to a\ "fntl'rpri-.c Manngement'' and is discussed in Chapter 
1-t, "L 'nder\tanding th\.:' hltcrprise Controlling ~lodulc." 

Open Network Management Protocols and Application Interfaces. \!though \llrt­
Oll'> managlmlllt protou.1h h..i,·e been dc,·eloped. the formati\'l' <;tandard for open man­
,1gl'mcnt pl,ltforrm has been SNMP. Simple Network Management Protocol. 

Th\: succe::.s of ,111 open network management platform depends. not only on a shared 
m.rnagement protocol, but Jbo on the u\ ailability of an application programming inter­
fan l \Pl 1 tor e.it h of the applications in the networl-.. An API should be a 1,.vell-defincd 
and thorough I) -documented method of exchanging data and commands with the appli­
cation. no matter which platform it 1\ running on, or which vendor prO\ 1ded it. 

A\ \P \fanagement Information Base 1s the data interface bet>\'cen the R/3 system and 
adc.l1llonal ser\'iccs, not nccessaril} on S \P wstem pl<.1tforms. The open systems philoso­
phy i'> designed to etfect seamless integration with all systems, whatever their orig111 and 
contiguration. 

The tolluwing products are e.\ample-. of open network management platforms that have 
bel'n accepted hv a significant number of user organizatiom: 

• SunCom1l'lt Sun:\"et Manager 

• I lewlett-Packard OpcnView 

• 18~1 New\'it'w/6000 

·1 hest' product... C\.tend th\.' CC.!l.IS facilttte'> to the large net\, or!-. environment with the 
additional tunct1onality needed to manage the networl-. node'> and the operations cen­
ter'>. 

I mm the R/3 C l \ fS vou tlln quen the w rrent configuration and status information ot 
all internal and l'\ ternal s\ '>tClll'>. The statu'> information from the integrated R/3 applic.a­
tinm c.c.111 be combined with alarms from other networi...s, other s~ stems and from '>pecific 
spu1.ili1ed appli<..ations. You are then in a position to use \our c.entral d1'>plnv to pre'>ent 
the total sy'>tl.:'m inlormat1on that is nece~sary tor global problem soh ing. 

·r hl' ''"' to global tontrol of automated '>)''items is opened up b\· this approach. The 
open nl.:'l•·vork management product <..<111 be tailored to the requirements of your globa l 
int\.'grated '>) '>ll'lll'> by means ot a central specification of operator profiles and an inte­
grated -.ct ot Cll'>tomizing '>petificatiom that can be extendeJ to tnc.lude all the signifi­
cant 'Y"tc:m components. 

·1 hl· l''>liential fumtiom can be controlleJ throuxh any combination of these systems in 
ordl'r to providl• Lill' folio\\ 111g <>ervile'i: 

Lvl'nt control 

l'rnhlern handling 

http //www.mcp.com/que 
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System Monitoring 
The clements ot '>Y'>tem monitonng fall into two -.ettions. alarm servkc" and ... ystem 

performance monHonng 

Tilt locus ot thl..'se acti\'1t1cs 1-. the global a lert monitor function, which i5 ~upplementcd 

with \ arious other mon11nrs tor detaill'd .inalysis and record-keeping. 

Alarm Services 

!he swtus of each'>) stem cumponent 1s tested and logged dt frequent 1ntl.'rval~. tog~ther 

with information on the qul'ues waiting for service and, if there are any, the error mes-

5ages generated b\. the luu.11 rnntrolhng sy'>tems. 

Global Alert Monitor. Thi.' purpo~e of the global alert monitor function is to assemble 

111one111te~r.itcd display -,,·.,tem all the alarms and warning messages that have been 

gencrnkd h\ the peripheral systems ,rnd their tommunicatiom. fhis information can he 

c.11,pl.i~ ed undu the standard SAP-GL I, Graphical User Interlace. which allows the uscr 

to '>dect any itun and drill dov. n to Sl'e the documents which Lontributed to its caltula­

tion. the data and the calculalion tormulas and conditions. 

Database Monitor. The autumatic fun1..t1on of the database monitor is to lo-cep tract.. ol 

the free span: ,I\ ailable ancl the vnlurnt• l)f traffic to and from i:ach databa'>c. The S) .. terns 

will ,tl'>O he logging tht ~fote and tim<: of et1th transaction, ~o tht1t the databa:>e morn tor 

Cdl1 til'riV!t (lerfOJnlJllCe nll'J\ltrl.'~ to <IS'il''>S JI) tht \tgn1f1cant dimensiom Of the OperatlOll 

ot the databa'>t 1:ornple'\e'> 

Operating System Monitor. rhe oper.1ting '>Y~ttm monitor will he traclo-mg the ,1vail­

,1htl1t\ ot main ml·mory .111d d1'>k '>pacc m ordt•r to be Jhle to a'>~ign proccs.,111g w01t..lnath 

lo thme part\ ot the glohal '>ystem that c.un hl'St handle th<.:m 

,\gain, the pt·rlorm.1n<.t' ol the 1iy~tem under sc:rutiny wtll he measured, for c'\,1111pk, 111 

terms ot ttnlrctl proces\iug unit ta'>k time' and throughput C..tJl<IUt\. 

Network Monitor. ·1 he \'t'>ual display ol the network monitur h -.upplemenleu b\ lhting 

displ..t) s to <,hm' th<: 1n1q~nty of tilt· network and the loads on 1t at all time\ l hew uttl1-

zation st.ttbtin llrl' 1..ontinuou'>IY logged and m:.t\ he analyzed onlinc. 

Job Scheduling Monitor. I ell the JJTlH.l'''ing of b.ic.lo-gruuml 101>., .ind tlw allfKation ol 

S\\h,:111 f(\OltrC.l'\, lilt: (Ob 'i(hl'ulllt11g lHOllitor ((lflll'lllrtJll.'\ on thl' int:omi1tg r<.:qu<.•-.1\ 111\d 

the reports ol tht• '>IC!IU'> of the- \Y'>tem<i 11e1·lh:d .inLI J\'<tilablc to llll't'I tlwm. 

Applications Monitoring. I he applic..1tio11 serv<.:r -.tathl1t'> twnplll'd hy thl' computt•t 

u.:1111·1 are an 1111p1Jrta11t '><HHCC of 111lnrm<.1lion 11l'l'dctl for o;tr.ittgic and t.1ll1l<ll p l,1111111 1g 

ill th<.: glob.ii k\'l•I. In cHlditiPll, list\ l<lfl lw 1.11rnpill'U lor Ill)' d.it.i of lllll'll''>I, ;ind llll'n 

rnhjccted to whatcvc·r \tali\t1c,tl an:dy,1-. will he'>t rt·\'l'<.il tll<.·i1 "gnilirann·. 

Performance Measurement 
1 hcrt .ire tV>o m.iin a·c.1\011:-. why tht• pl·rforrnamt• ol an rntvg1llll'd '>)'\lClll 'ih11ultl la 

mca,urt•t1. 'l'hL• first is tr> dtll'1minc tll1• data which <.r111 ht• ll\(•d in the luturt· 101>.tl.tnll' 
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thL· work load'> und pren~nt bottlenec"s. lhe second 1'> to 1<lent1fy those functiom that 
are mo'>t frequently c::1lle<l '>O th..it the} ma} be con-;1dered for technical improvement to 
increa'>e their dficienn· 

The('(\!"> moduh.' includt:s tool-. to monitor the runtime performance of R/:~ applica­
tiom in for example, the tolltm mg rt'specb: 

• Rc'>pon'e time of dialogs 

• Number of dialog steps per hour 

• ( entral processing unit utilization and load factor 

System Control 
The. essence of computer network sntem control 1s to plan what data processing and 
storage requirements will be met b) the system resources that will be a\ ailable at the 
time. It i'> neccssarv to know which resources are available and what work loads have 
alread) been assigned to them. The endea\·or is much like any process controlling: per­
haps quic "er, and certain)~ demanding in expertise and rapid decision-making. 

Optimizing the Load Distribution In the Client/ Server Environment 
The optunizing function is a dl\·elopment of resource planning, which has always been a 
combination of predicting the future requirements and applying historical data about 
ho'" operation'I consume resources. 

The database has to include mea'lurements of the p1:rform;.ince of the system compo­
nents. \nd there must aho be estimates of the lo,1d'I which the planned requirements 
will place on them. 

Over and Jbove the assigning of worl-. loads to resource'> that \\ill be available to handle 
them, there has always had to be an ekrnent of safet) planning: keeping capaut) 111 

reserve in case a critical resource break'> down. 

As a re<,ult, there has de\ eloped a culture and discipline of ~afet v stocks and resen es. 
which becomes manifest in guidelines tor the utilization of capacities. \Vork JoJds are 
shared '>O that no resource 1s overstretched'' hile ,m equivalent capacit) 1s underutilized. 

In the context o f a computer-based production system, thL·re is an indispensable require­
mt::nt for last and accurate <lisplavs of the status of all the production resources anJ 
plannl'd requirements. \\'hen the production resources are the computers and networks 
thermelve'>, the same requirement e:-..1sts. Processing loads and computing capacities have 
to be integrated with the database operating and capacit\ factors. 

Assigning Users to Sufficient Free Capacity. Having a netv-. ork with a central global 
planning 1.1nd control capability Lan make it possible for the total producti\'ity of the 
system to be much increased, since the CCMS will be nware of the requirements for data 
proces11ing .md the planned a' ailabilit) of the resources. The users can be assigned to the 
capacille'> that \\ill be best able to cope. 

http·//www.mcp com/que 
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The system functions for dhtributing loads can provide a load-balancing \Crvice for 

groups of users who share the s;1me set ot dialogs. When you sign on to work in a par­

ticular area, such as D Order Entry, or Accounts Payable in financial accoun ting, you 

will be as,1gned automaticalh· to a sen·er that is for the moment handling the smallest 

load. 

Time Controlled Distribution of System Resources 

\\hen then~ i') ..i chain~ between background and online processing, there are obviou~ly 

mme degrees of freedom tor the system resource planners. If the network spans time 

lunes, tht• daily load patterns may be used to plan a timetable of resource allocations. 

The tollm' ing operating modes are pre-defined. 

• Online operations where most work processes are defi ned as dialog processes 

• '\i1ghtt1me operation \'\'here most work processes are defined as background 

pron~sse~ 

• \1aintent1nLe operations which are restricted to certain authorized u'ler1t 

l'roce~sing rnntrol for the operator-less nighttime mode is based on the fol lowing types 

of function: 

• Rerngnition ol different tlJ'>'il''> of 1ob 

• Re\()(m')e~ to external events 

• Starting and lOntroll1ng external program<; b) mean~ of RH remote function tall<> 

• Re5t•n.atiun ot proce!)\tng resources aLTOrding lo the prio rity of background jobs 

I he C.omput1ng lentt·r M.rnagcment \\•stem also operate<; its own !)ystem of prioritic<; to 

cmurc· thL' <ichtdul1ng and 111or)1toring of data bad.up and recover tasks in conjunction 

w1lh the appliu1tion pro<.l''is1n~ worklot1th. 

System Services 
1 IH.· <.y1ttern -,en tCe!) cm<1nating lrom llw CC M\ tn add1lH111 to th<.• global alc.:rt monitoring 

tunc.tion .nt e'isentwlly tho\c t'l1tJilcd in looking alter had.ground pr<Kcssing and the 

!lafc:ty functiom ot hac.:kup, rcto\'er~ <11\d -.ccurity. 

Background Processing 

I he planning of W'llL m re'><>Ulll'\ \·nil 'led.: to make be\\ U'>l' nt ha< i...ground proce5s111g 

wl11.:rn:ver there I\ no Jbv1lutt rl'qu1rcn1l'nl for onh11t· immediate rC\JlOll'il'. T h1.·1c.· ,11t 

'IC\'l'rJl mcthoch ul .irl11(i(JJtmg the 011]111l' Tl'lJllireml'nh .,o th.it tlw had.ground prntt''>'l­

ing can prm1de '>llpport i11 till' form ol data that llJ'I hu·n <.l'l<.•ltt'd and pr<KL''l'>Cd cm the 

ba\is of tlH like!> nt•td\ of tilt! cmlirH· ll'>N. 

!or l'Xample, ttw ll\er who hah1tually works with malcri.ll 111c1'lll'l'I <>I u·rt,1i11 typt•<, will 

,1ppreciatc it 11 the u:11tral mt111tigl'ml'nt syi..tcm hJ'> .. llrc.ttl\ upJ.ttl'tl lhc:w lllJ'llL'r\ lwlorc 

h 1s tla ily .,, mJ.. schedule IJ<.·g1 Tl'>. 
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Backup Management 
Um· ol the ke\ hl'nl'fit.., ot being linl..ed lo a <iY'>lern with a formal baLl-up m,111agement 
S\ ..,Lem 1~ the wLurit) of hl'in~ ahll' tn n.!tovcr much of earltL•r \\Ork 111 thl' event of a loGll 
-,ntLm f.1ilure 

Yet the co~t'> nl comprehemivc and frequent bal I-up c.an be comiderable. t\ policy lor 
billl..Up n1illlil~L'lllC!ll hJ'> to be in plilCl'. and the: ideal O\\ller of this poltn b the(.(~(~ 
whilh can also en..,ure that 1t i'> oben~d. 

1"11e I IP OmniR.Kk II sysh:rn "'an c.\amplc of a bad;up system. It can reach 20 gigabytes 
per hour. 

\\.'h1le this t~ pe of S\<item i~ in oper.ltion, it is e""'-'ntial that acLess to certain records i<. 
blocked so th..it they arc a\ ailable for backup. l Im i'> implemented in the R/3 sy..,tem 
during the tramact1011 processing. 

Online Data Backup. \..,the speed of a\'ailable backup equipml'nt increase..,, it beromes 
increasing!) te.1..,ihle to adopt a regime ol onlinc had.up where the recorc.h are copied 
\C'r) frequent!~ indeed. 

1he1.1..,ter thl' rate ot tramactiom in a '>\'Stem, thL· 'lhurter shoulJ be the in ten ~II bet\wen 
backups so a-, to m1n111llLl' the lms of llata if am part of the'>) -.,tcm ~houltl go offlinl' 
1 he method ol l.11-.k mirroring effectin~I~ maintain'> tht' backup l0nt111uousl~ as a taithful 
replica oi thl' operational -.turage medium. 

Recovery 

RctO\er} from t1 disruption and tht' rc'ltoration ol record'i that ha,·e been ba(.l..ed up are 
subjec.t to the '><1me developments ,1.., thL' backup operation 1twl1 I he trequenq of the 
opl'r<ll1on and the resolution of po..,sibll' LOntlitts between thL' old record., and the new 
arl' tn<Jtters ol the utmmt importancL' that hrn l' to bt' controlkd h\ rigid rules pro­
grammed into till' ~ystem. 

Security 
fhe ml'asure'i that ,1re taken lor backing up tlatJ Jnd restoring it under rontrollec.I condi­
tiom atter a di'lrupt1on art cle<Hly Ll'ntral to the ma111tenance ol data ~enml\. 

r he.• 111vasion ol a system by unauthon1cd w.ers .ind unreghtl'rcd program.., has to be 
prt•vcnted at all levels. It the C C.l\f) t.in indeed monitor the statu., and perlormante of all 
the wmponent.., 1 n the glt>h..il system. there'' di be the opportunity to alert the periph­
eral unit\ of ,111\ unexplainec.11rregularilll'S, and to llll'asure the extent ot the impair­
llH.:'nt. 

,\ suilL' of authorization polities and '>L'curity procedures is ob\ iousl) essential. It 1s pro­
vidt·tl .is cm 111ll'gral part of till' R/i \\'>Lem and therefore t'\trnds to all S \P application'> 
lh.it .lll: integr.tll·cl wllh il. I lowever. tile sernrity, reliabilitv, rnnfidentialit>. and integ­
rity ot data <111d progrn1m held in non-~t\J> satellill' '>ystems have to be emurl'.'d by atten­
tion to lht lkt.111-. of thL'St.: "Pl'Lific tomponents 

http·//www mcp.corn /que 
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Simple Network Management Protocol 
Applications 
The R/3 system can be used to report the configuration and status of an\ ~ystem comµo­
nent integrated with it by using the ~AP Management Information Ba.':le system which is 
based on the Sim pie Networ" Mdfiagem1::nt ProtoLol. 

Data Collector Interfaces 
The data coll~ctor interface currently monitor'> informal ion from the following W'>lem'> 

provided hy the Remote etwork !'v1onitoring Management lntormation Bases (RMON­
l\flBsJ maintained by special network analyzers: 

• Ethernet 

• Token Ring 

• FDDI 

• ATM 

These sources provide netvmrl- information about. for example, the current '>egment 
load'\ anrJ collision rates. 

EarlyWatch 
1 he.- putpo<>l' ot the !:arlyWatch 'Y~ll'nl ,., to monitor <J "Y~tem and detect the possibility 
of operating problems hetnrc thc.·y hav1.• had time to disrupt production. A team of ex­
perh I'> av,11!11bk· I<> interpret till' intorm<.ltion gathered through the SJ\!' l\!anagement 
Information Ba-;e o;y\tl'm uc;ing the \imple Netwrni... 1\1.inagl'llll'llt ProtoLol. 

Chapter 26, "Un<.lt.:r')tandrng Lhc> OS\-Onlinc 'itn·iu: \\"'item," clbtU'i\l'\ lhh turthl'r. 

From Here ... 
• What 1<. tht' umtral rnarHlliH. lunng managenwnt equivalent of the C LM\! 

'v1anufacturing can be controll<·d fn1111 1111..· ( < M\-C ompulrng < l'lltl!t M,11Htgl'ment 
))">Lem . ·11w I U-1.1'.l I ngr'>t tl '> lntrnm..itinn \y'>t<:m, ck'itrib<:d in< hnpter 14, "Lfmkr­
'>l<mdmg th<.. I·ntt''l"''l' ( untrolling Mmlttll'," u1c:lt1<.ltt'> tot11pnrtl'llh tll~1t c.nll<ill' 

inlormdtlOll Jwm l'cllh ot till Rn t1pplilt1t11H1'> that all' 111-.Lalled, 'iUth a:-. SD-\atc<. 
.ind l>i'>lnhut11Jn, l'I' Procluc.tion Planning, MM-tvlatedab ~l.111age1111?nt, 111'.1-t>l.tnt 
Mamtcn<imL, and ()~1-0ualit\ MarwgL'ltll'llt 

8 I {ow i\ ;i glob,11 rngani1<1tio11 <.ontrnlk·d! 

\e<: ( h.tpll..·1 14, "U11dl'r\t,mding tile l·11tt.•qHJ\l' <.1111l1ollin~ Mndull'." 

Chaptl:r 2<>. "l ' nJ11r\t<.111d111g till' cio,,,o,,, (lt\lim: \L·n·1<.l <i\\lelll," dt''><.rtll\:'> ,111 extl'll· 

sive morntoring ,111d <.<Hl'-lllt1ng f.t<.illly to v\1)1<.ll you (itll '>ltll\trrlw. 
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Steering the 
Corporation 

12 Understanding the FI-Financial Management 

Module 

13 Understanding the CO-Controlling Module 

14 Understanding the Enterprise Controlling 
Module 

15 Understanding the TR-Treasury Management 

Module 

16 Understanding the PS-Project System Module 
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Chapter 12 

Understanding 
the Fl-Financial 
Management Module 
The SAP product module I I-Financial Accounting comprises a number ot 

components. They ma) he 1mtalled and contigured in , ·ariom comhinations 
to suit the individual implementation. 

This chapter will remind you of the basics of double entry bookkeeping and 

how they are enacttd 111 a modern integrated management system. 

The SAP R/3 Fl-Financial Accounting 
Programs 
The SAP fl-FlnanLial Account111g componcnb .ire dt'>CU'>'>l'ci sn the lollnwing 

s<:que1Ke, together\'\ 1th some topics whilh are rcle\'ant to them all 

rI-GL t1cnc:ral ledger 

Fl-AR Account' Receivahle 

1:1-AP \uount\ l'ayi.lbk 

Fl-AA A~wt A<< ounting 

11-L<. Con c,nllcJa lion 

Accounting is a sour<l' ot c,upport for the pc:opl<· who do tl1in~s. :\tit' he<;t it 

o;h<:d'> light on the\ alue of v-. h.it they arc.: doing ,.111d th<! valm: of the 111.itc11t11' 

they u5.e and tho'<! they throw a'''a). It ':lhould hdp them \\d\lt' l<''I' .ind add 
more valul' hy ming inforrnt.1tion and s"tl!. ·1 ho<iL who have 1m L'\led in till' 

company will aho w,111t to \l'l: how thin~<i <trl' going I hl')' \\'111 \\'illll tn loo!.: ,11 

the annual il<:Counh, tnr ,, '>lt1rl. Al it'> wnr'>t, ,1( u111nting i"i tlw JM1ntul prrn l''' 

of collectillg d umfu.,111g hl,1111\t.:1 of n11rnl>1.·1-.; to throw CJ\'tr an enlL'q1ri'L' th.11 

1s rcall~ a waste ol t11nl' c111LI fl'\Ollfll''i. ·1 hl·rt• I'> ti ltg.il 11:qu1n.i111t·r11 lo pul>li'>h 

th(' financial drn .. 11mL·nt<.,. llut 11 may t.1ke all t'\fll'll to d1-.u:rn ju1,t wl11< 11 dt• 

m<!nts of thL: hll'>llll' ...... dfl: trintrihuting IO lilt' \'ilhll' or till' m.1H·1iiJI ,ind i11lt>J 

rnation ptj':l~JJ1g through th1.· company, .11HI wll i< h .ill~ not 

'\om(' nl tlw main 
lnprn in 1h1' 1.:h<1p­
ter are 

• flit· < .encr;i I 
Lcd).{er 1' whl'fl' 
the inlorrnat1un 
l\ illlUITIUl11teJ 

fo1 the bal,111C1' 
sht:d and prntit 
Jnd It>\' \tclte-
mi:nl 

• \Vl1.1t .ire the 
l'l'f\()fl,tl \l-
1.<lllllh 111 lht' 
<1elll'l,ll ledger? 

,\1.1. rn111 t' Re-
1.e1,·ahll• .rnd 
.1u 011 n I\ l'.1\ 
.1l>ll' 

• \\Ii.JI i\ F111,111-

u.11 ( ontrnl-

lin>-:( 

It is till· p1n11'\\ 
of pl.mning t lw 

\ .li\ll' lit•\\'' In 
,Jfl 111~.lllll.lllllll 

.111d 1 lh'll I\ 

~t>Hl111g lhl' 
'"tu.ii \ ,illll'' tor 
l(ll11p1Hl\llll 

\\'ltil llH" pl.111 . 
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The pos~ibtlit>-indeed, the necessity, for all but the tiniest of firms-of managing the 
accounts on a computer opem the opportunity to make one of two mistakes at the de­
sign and implementation stage. 

The first mistake 1s to overlook the mam ways in which the computer can add value to 
the mformation and material work items passmg through the company. For example, 
the computer can make sure that the customer 1s pro\'lded with exactly what he needs 
and is properly billed so that he pays for it. Manual system!) can be used to serve this 
purpose if the person in charge of them is diligent and energetic. By contrast, the com­
puter can be diligent and energetic in bu~iness where e\·erything is going according to 
plan, and can also detect slow responses on both sides, and call attention to this imper­
fection-not simply by ringing an alarm bell, but by gathering together the pertinent 
information and presenting it to a suitable person to take a decision. 

The second mistake in concei\ ing a computer-as~1sted accounting system 1s to assume 
that lt 1s simplv a matter of mechanized books. 

The computer can be made to be good at what it does onl) if it is endowed with impec­
cable behavior. As far as possible, it must be incorruptible. Entry errors may occur which 
are not detected at the time. Jn such instances, it mmt be possible to trace the o rigin of 
the error, make corrections to the acc.ounting, and perhaps take steps to make this type 
of error less likely in the future, or at least ha\'e it detected at the time. The SAP system 
takes this moral stand very seriou::.1). Each time a transaction takes place between SAP 
and the outside world, a SAP Document is crea ted and stamped with the date and time. 
The termmal de\·ice signs the document, and the user 1s obliged to leave his or her iden­
tification there too. From this moment of formal entr)' launching the transaction, there 
is no further opportunity to annotate or adjust anything illegal. The time-stamped SAP 
Document recording the entry event will be locked. Therefore it is best if it is checked 
before it is launched, and it would be very helpful to append any annotations o r ex­
planator> remarks at this stage. There will usuall) be a choice of standard annotations 
to cope 'A 1th most e\·entualities, plus the possibility of entenng free text b\ \.vay of 
e>.planation. 

If the transaction is legal but in error, then a correctmg transaction must be enacted. This 
too will leave its mark on the audit trail by generating a SAP Document. 

Accruals are an essential part of modern online accounting. C..osts and charges, possibly 
profits as well, are linked to the time period and cost or profit center to which they be­
long, rather than to any general fund. The aim is to re\ eal the true value to the company 
ot wha te\er acti\'i ty is using its resources. 

Checking the Data 
Checks are made at every stage where an automatic assessment can be made as to 
whether the information coming in 1s reasonable. Do the figures balance? Is this transac­
tion legal? I las this decision-taker been authorized to make this choice? 

http://www.mcp.com/que 
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SAP \lane.lard hu'iine"' '>Olt\\"are is built around the aim of providing l<>llt1n11ou\ mca\ure­

ment of thl' protitabiltl\ of 1..·,·cr~ thing that 1s going on. Lalh hu~inl''>'> tunllH>n \·viii hc 

recording ho.,,.., ntten 1t '' u,ccJ and hm' lnng 1t ta!..es to dn 1t<> \\Ork. Ami th1' l,,1nd of 

performancl' 111tormat1011 will be available to illuminate any 'icrutiny ol how r<.·sources 

are being uti liLcd 

1 his liophi.,tication in atunmtm~ performanu.~ measurement, prm 1ded a<, <>tandard in 

the S:\P 'Y'>ll..'111'>, is add1t1onal to the C~rnerall\ .\cceptl'cl \ccountmg Prinuples (GAAPJ; 

hut 1t ma) well makl' J \'1..'I\ s1gnifilanl d1ftc1ence to thv tigures on thf.! p1ol1l and loss 

Cll.lOllll l. 

ThL ideal dll.ountmg \\'\lc:m \\'11l l1L' .1ble tn recreate an llllhrnkcn audit trail from cath 

and evl'n trLJmaction to the halancc '-hl·1..·t .rnd profit and lo'>'> account ot the company. 
l he auditor .-.hould he .1hh: to point to am number on thl' lmancial document~ of the 

compan~ ,tnd t1'il- to 'l'L' hm' 1l v..-as computed, r1gllt haLI- to the documents that came 

from lhl' 1nt1 s1tk world to l<Hry the mformation th.it found it<. way into the computer. 

) \Pf I-l·i n.111ual Alcounting l<Jll alway' deli\ er an unbrokl'n .rndit trail. because every 

e\ternal <md intl'rn,11 tran ... <11.:11011 create' a rec11rd in the tnrrn of a SAP document, wh1th 

can !Jc t\tlll'd to '>Uh'>tant1atL· the audit .ind prO\ e the credenllab ot thl' compam .. s 

acuiunls. 

And upon thl\ toundation it 1<i poss1hk to demomtrntc ju~t how thl' sy<item i'i complying 

with tht (,A \I' tL'n~t., J\ .1ppliL·d lo c.omputt·riL~!d acl<>unt1ng \ystem .... l he (,J\AP requ ire­

ments ,iri\l' 1rom a \el nf \t,1tutnn regul<1t10Jl\, chxreL'' Jnd ordinanu~'> tlldt emhody the 

ex pl·til'llll' ol till ..iu ou n ling protlt\>'>1< 111-. t1 nd <,en e as thl' ba~t' upon \\ h ich l'ach nation 

may <kndop additl(Jnal uu.:ounting tracJitiom ,rnd rt·qu11t·nwn1s. 

Worldwide Accounting 
) \P lntLrnational lk\'l'lopmcnt ha set llf modl'I\, om· IOI each gcngr<1pll1lal area of the 

world. to l'llahk tltt· \ \J' "Y~tem to t.tkl· .Huiunt of the rut.:-. and p1.1ct1ll'' ot the major 

tradtn~ comm11111l1l''· 

IN1-lntl'motinnal l>cvl'lopmvnt nwduh: irH ll1d(•.., thL· lnllow111g cornponl'nh: 

IN-AP/\ \'1,111 and l'aufic ari:.1 

IN-I UR I ll ropt• 

IN-Nt\~ f 

IN-MM 

l~-S.\t\-1 ')out 11 \nwrit<1 

These modull-\ cHl' lull)' 1nll'grc1t1.·d mto the I{/ { '>)'\lclll du11ng 1111pllml'llt.1t1011 I hl'\' .1r1..· 

addit1ont1I to lhi: ">l<u1dard R/~ pro\i'lion Im tr.111,lating \lTL'l'n text and <urrl'lllV ,,1h1l'\ 

to ">Ui t t Ill' Inca! 1"11lt(U.tgL, I< ll ,ti c urrem \ , .ind t l·teretH. c l.111)~11,1gi''> nl t Ile· gwup lw.id 

offtu: ')'item. 
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[!-\I' h.tnunl\ I'd\ ahk .inti 11- \({ \l'cou11l\ lkLt'i\ .1hk .Hl' '>Uh-ledger'> ol the l·l-( ;1. Gen­
er.ii l L·dgLr .irHl tompktdy intq.~r.1tcd with 11 I he) .Ill' ~11mcttml'\ rekrred to a'> thL Per­
'>On.il \uh-ll'tl,t:l'f'> bl?C.ltl\L till'~ t<111t.1in i11tormation th.it h ,,.,.,0Li,1ted with LU'>lomer'> 
c1nd \ L'ndor-, .ind might l>l' '>UhlL'll tn rule'> 111 cu~tom'> ol fHl\ ':ll)' and nond1~Ll<>'>urc. 

The h,1l,111ce ~hed ha' .i Reu:I\ .1hk' \LuHtnl 111 whtLh 11111.: 1tl'lll'> in u1'>torner .1Lu>unh 
ctrl.' \Uhtotalt-d nr tot.lied. I he PJ\.ihlL'' \cuiunt in thL· (icner.il I edgu '>Uhtot,1h or totah 
thL· I 111e 1 tern' from the ,·L·ndor .1cu)u n h. 

EaLl1 Lll'>tonwr tr.1n,t1lti1111 upd.1te'> thL· h.tl.tnLL ot tlw Recdvahh:' ·\tun111t in the (1lnl'rJI 
Ledgcr .ind cach \'endor trJn<:.c1llwn updt1tL'\ tin.• h,tl.incl.' of thL· 11.l)ahlc' \ccount in the 
General LedgL r. 

TR-l \I t a..,h \I .i n,1gemen t i'> u1nLL'rned w1 th bank h,tl,tnle\ .ind Li.t~h. U'>lld 11\. on .1 dail\' 
haw .. I he i.t'i'>Ol.l.ttl'd -.uh-11.'tlger\ \\'tll htl\ l' .tLCOUlll'> 111 the ( rl'rH:ral I edger and Wtll there­
fore l)L integrated ,,·1th tt !he tr.111 ... altllHl\ 111 tht• ',mou' t) pc' Pl C <l'>h \l,rnagement \\ 111 
1mlude the folio\\ ing tundion': 

RL'LOnLilin~ and \nrting hank c1Lu1unh 

Planning -.hort- to mcJium-term L"a'ih requtremL·nt'> and L'il'>h im·e,tmenh 

Bu\ ing, mc1naging .• 111d sellrng '>l'curilil''>, lo.im, .rnd time dcpmih 

\lanag1ng foreign e.\change 

PA-P'r) Payroll. I I-AA th'>el 1\U.:!1Ul1ting and \f~(-\l,1 tL·ri.th \f,1n,1gc111ent Jl<;o htl\ l' \Ub­
letlger<, aml ha la nu~ '>hL·l'I .tccounh \\ htlh en,1hk thL'm tn 1nll'gr.1te \\'ilh thl' (1l'ncral 
Ledgl'r 111 the ... ame \\'<l~ ,1., Pa\ ilhll.'' ,111<.I lleLL'i\'ahk'>. 

For each of thL'<)L• tram,lltiom in thl' \Uh-lcdger'> .ind thl' FI-t;L'lll'ral L L'dger ~ \,\p Dmu­
ment I'> ucatL·d. \\hich L.111 he ll'>ed tn kL'LP track ol .111\ elcmL'lll ot thL· tr.tr1'>illll011 de­
tails reu>rded in 1t \l,1teri,tl codl' number . .t\'>el nun1h1.·r. rwr,onnd number of the l'ntn 
clerk-these arc .1ll e.,,1mple\ of tr.ill'><ILl1011 dl'taih th.i t t.111 hL' U'>ed to retrieve tran\,lC· 
tic1n.., for .l!l.1ly,h. 

The J'l.(;ener,tl I l•dge1 module ah<> otter' \llllll' ol tllL lacilitiL'' ot Jll L'\lL'mled general 
lcdgl'I, l'\'l'll it th1: ),\(l l ~\ll'nded ( rl'l1l'ral I L'dger ~\ \tcrn h.t'I ll!>t bt·cn lll'>tallcd rile ex­
tu1ded f.iLilitie'> ,1llrm \OU to entu ll>'>l d,11,1 \ULh "' to~t tL'nlL'r, uht unit, and prn1ect 
identification \\'ith e.ich tr.1mc1lti11n. 

\Iler e.tch Lr,1mac.tinn. hL't<lll\e thl' t;encral l.l.·dger \\'ill h.t\ L' hL·en upd.1ted, you tcln dts­
pl.t) 01 print ll\h of update'> to thl' h<1lame '>hcet .ind profit .ind los'> 't.itL'l1H:'l1l ) ou tan 
aho print or di..,play h,tl,111ce '>heL'l report'> .111d .iny other n:po1t of the fin,1ncidl '>)''>lem. 

Configuring and Customizing Fl-Financial Accounting 
I he \ ,\P R/3'Y'>ll'lll"1th the 11-l inanual \tcount111g \ppltL.ttiun imtalh:d ""ill lhl\'e 
heL'll llllltigu1L·tl tor a p.11ticubr tountry. I hL· ll'aturc'> 'PL'lllil to the .iccounting lt1w., .rnd 
llt'>llllll'> will h:t\L' been runt1gured lo op1?r.1tl' Lnrrellly. 
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!he 'l\<.,leffl will Jl'>0 h.1\e bl'L'f1 conligurl.'d to l(implv \\ilh (,\\I', till' (1e111:1,1ll) \llL'pted 

\ccnunting PrimiplC'-. . 

. \ t) pilill n<1t1onal lhart uf i.l(l<>Ulll\ will he 111 place. It you hcl\'L' .i 111ult111,111nnal 1n'>tal1,1 

lion, the lll'Cl.''i\df~ Jddition.11 lhart\ nt Jturnnh ''ill he in'>t,tlled. 

Chart of 
accounts 

Company code ot 

a subs1d1ary company 

Chart of J 
accounls 

Business I 
'--~~~~~~~--._,ar.eal!C:I!! .... --~ I 

Fig. 12.1 I lw < l1t·nt j, lill' u111qt1L· p11111ad1 111 tlw l'llll'tp11w 

It )llU 1m1..1ll anothl'r \.\I' ilpplrcatton, till' .,~.,ll:m "di gt>1w1,1ll' tl1L· I l-C1L'r1l'1,il Let.lgl'r 

<llC<>u n h n.:qu1 red .1utornd lira II y. 

I hL· p.iram<.:>tl'r \l'lting\ lor '>(ll.'llht lOlllllrtL'') \\all hit\ l' hl'l'll ,1djl1\ll'd lo '>llll cl part1utlar 

1.kl1\'L'fY l lil'nt tor \'our lir'>l 111,lallalion. I hi'> h ll'>UJll\ trl'ah.>d a-,~ nu1 -.t,1nd.mJ \,\p 

( .lient. It \.\.'Ill ht: ,l\\l);lll'd •• l llL'lll U>tk \\ h1d1 \\Ill lJ1\llfL th<il .ill dat.t .ind d1KUll1Ll1h .Ill' 

ilkntillL·d a" belong1n>-; tn th1'> tlil'nl C lit•nt 000 111a\ bl' mt•d Jor lrn111ing purpo\l''> amt 

C lit:nt 00 I for tv.tin~ . II) nu 1mt,tll ,111 .ipplrL.111011 ,1ddl1111nal lo lh1: R/ ~ '>) \ll'lll, \ ou lJn 

<1llc1w thl' '>(>l'lllll p.ir.rlllt'tL'I \L•t1111g-. Ln Ill 1ml.1lll'd in VCJlll "t;111d.ud L lil:nt ,tt<.nunt, or 

you m.t} prdt>r 111 lrl'.tlt: <.1 'd nl '>L p tr,llL. L lru11 uidt ' · ntlt lnr L\lth nl) 11lll 111di\ 1du.1l 

lnmpc1nil'' if you h;l\'L' ,1 mult111,111n11.1l group 

Fl-GL General Ledger 

I hl' 1ntu11.il .tlC• •unt1n~ '~ '>IL'IH 111 .1 l onqi.111) ,.., dt·-.1g11L·d 11) u111trol lC1\\\. l11n:-\lt>I'> in 

thl: c.ompa11y will w.inl to k1111\\' Itri\\" Lill' L.1pil.tl ol 1 ltl· co111p.111y h.t'> ht•t•n d'>'>rgnL·d in 

the \ll'rnal anounting \\ \ll'rll th.ti \.'llllpri'-L'" t II· g1.:11t·r,il kdgL' I . 

I t>r l<Jll\l'lllt'llCl', lht.: gL·11er,1l li·dgt•r will ht· \llj>j11•rlt:d Ii\ .1<., .i 't'l ol '>1111- ll'dgt•r\ llh luding 

<it<.ount" rL"ll'l\'al1k. ,1u 11u111-. f1•l\,1hk'. 11\l·d tl'\l'h, llllm.111 10.:\1u11u''· .ind 111.1tl.'f1.1h. 

lht: l'Xll'rn.il c1ltount111g 'i)'il• 1111,l111uld .,1111\\ \\II.ti Ille t11mp.m\ 1\ wnrtll 
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~.._~ I 
---=._J 

-., .. 

Aoet10<\ 

An.-

Fig. 12.2 rhe l:.nterpme Data ~todel C<lll rt:pre\ent all the bw,1nes~ objeLt~ .md prOC\:.'\\t.'\, ;m<l 
their 1nterrl'latiomhip\. 

A Chart of Accounts in Common 
Following the principle that anv number that appears o n the ex ternal .ilcount docu­
ments sho uld be amenable to an.ilys1-. 111to 1b con '>t1tuents, the lO'>t dllounting .. y.,tcm 
should ha,·e been ~upplicd with all the expense and revenue entrt l''>. Costi ng data ttllo­
cated to period or product line \\ill abo be po.,ted to the general ll'dger \la a common 
chart of account!> which is shared by both tht: linanc ial (l"<ternt1I) accounling '>)''>te m and 
the cost (1nternal ) dCcounting sv'>tem. 

The genera l ledger is a series of .llCOunl ba lanlCS. MoJern online t1ccounl111g maintains 
the gene ra l ledger balanrt:s contmuousl~. D.tta that han~ been e n tered and posted will he 
posted immediately to the general ledger anJ ,1lso to the<.. O-C.ontroll1ng '>)stem if it has 
been installed. Th<: balanu: sheet and the profit and lo-. ... acrnunt are bawd o n the gen­
e ra l ledger. 

The accounts that .ire n<1med in the general ledger MC called general ledger actounb. 
One o r more gen cm I ledger account b<1 lanct:\ Lan he derived from a corre.,pon ding 'iub­
ledgcr specified in the ch<1rt of account'>. 

t\n ex tended generJl ledger use'> accoun ts that are ba-.ed on a range of '>Ub-lcd~crs that 
a llow analvse:> from different points of view rm ex.rn1ple, au.:ounts ma} focus on co<,t 
center'>, product CO\ts, or adivit1es. lhc\c optio ns arc provided by using the CO-Control­
ling 5ystem a<> an 1nte rn<1l accounting sy.,tcm. Entered data posted to the general ledger 
will he posted to the C 0 'iystem and 11\ component'> as part of the extended general 
ledger. 

Integration of Accounting Through the General Ledger 
rl1e general ledger I'> the \ource from which arr bui lt the external illcounting uocuments, 
the balanu.· '>heel, ,111d the profit and loss st,1tcment. 
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Because this information is ll> be audited, it '"'ill h,1\l' to he '>uppnrtetl h\ audit tr.uh that 

shov .. how each surnmarv total has been computeu 

If there exists a complete audit trail, there alc;n exisb the ~1m'iihililv uf uc;ing the infcmna­

tion therein to mak.e c;ome decisions before the end-of-yea1 r~'>ult!) .m.' derived . 

\.faking interim dec1<iiom on the basis of accountrng information is the province of hu<:.1-

ness controlling, for which the SAP ( 0-Controllin~ module has been developed. This 

will be examined at len,gth in Lhapter 13. "Lnderstanding the CO-Controlling ~fodule." 

Controlling depend~ on detailed record-keeping 111 which the individual transactiom 

retain their identity, their date. their sources, and the identification of the users \\ho 

worked on them. On!) if the accounting information t'> retained 111 this fine detail lan 

the controlling tunctions ac;'iemble it and manipul•tt<! it tn dt~cern what is happe111ng 1n 

the huc;iness. If the decision-maker\ Lannot estabh~h what is happening, they w1 II be 

prone to take no action when they .')houl<l, take action whtn lhe) should not, or take 

with enthusiasm complete(\ the wrong action. 

The work units of a busmesr, rnntroller will probabl) be the line itemc; of the bu'iiness 

transactions and the statement!:> from the journal. the accounts. the trial balance, and the 

final statements. These will pro\1d~ fundamental monitoring of husmess direction tn 

terms of movement and pro~ress, strategic goals, and operating tactin. These are the 

primar: results ach1e\•ed as a result of investing human and fin1nual capital in the 

company. 

The copious and comprchen<;ive data arn1ng from thl' SA r \tandard proledure of Laptur· 

1ng all tran:saction information in the form of SAP Document~ can ht: subst:quentlv ana­

lyzed. For example. there can be valuable a<lditiom to pnma1) result~ in the form of 

interpretatiom nt the data that p1llure the company from various points ot ,·iew. A look 

at profit and loss for eaLh activity over each operating period might he illurnmating. for 

example. 

These additional anal\ 'es of the au'ounting data may sen L to prompt and <lm:Lt .111 

intenm change of direction or t:>rnpha.,i'>: but they ma) dl'>o Imm the es~entwl input!) to 

busmess plan111ng. 

Profit centers may focu<. the analy ... i<>. C1eogr,1phical husin1.:,., area-. may be of rnte1<.>st. 

Product group<...., ill often bl' worth J'>'>l'S'i1ng tn term.., of pwfit contribut 1011\. 

(:Jearl) the data ~hould bt.: held ccnt1all) if \'OU art: weking \\'iU<!':>ptcJd an.tlyw.,; .ind ti 

you want thi: 111formatton to be up-to dat<:, then relurt.h ot 1.·vc1\ tr.in':>JCtion lll\J\I he 

ava1lahle to <.nntribute to th~ .1nal)SIS if rt'quin:d I he c-;eneral l <!tiger .md tic. Suh IL•dgu'> 

1n th!.! SAP online annunt1ng '>ystcm pro\'ith: th1'i n 'ntral snuru:. 

From this sourte m th1; Gt·ncral L<:dgc·i can bl' cxtrnc.: teJ comprd11.·n\J\c .m.sly'e' ol i111 · 

portan t ratJO\ such a<. l<l'>h I low pruportiom c111d W()[ kln,~d pl r pl p,on. 
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l iquid1t\ mmt he watched. \\1th gener.il kc.iger ,1ccounting, it can be forcrn'>l by takmg 
co~nizance of projected c..i'>h d1sbtmemcnts and rc<.eipts in the -.hort and medium term. 

If .i hu'>ines-. pl.in has been neate<l in the.• \.-\P S)Stem and dtkicnt tool'> arc available to 
ass1-.t, then the ac.tual resulh can he compared to planned one~ in whatever <.iimens1ons 
and ratim are nl interest. 

Pl<111ning that is 111tegrate<l across an entire company\\ ill ha\c to include plam for the 
balance sheet and for the profit and loss ( PO.:Ll statements. Ca'>h plans'' ill be required 
which include project receipts and payments. 

Controls O\·er the ongoing activitie-. of the comp.11w will begin by comparing the bal­
ance -.heet and the P~L statements, year on ) ear Short-term c.t1'>h management using 
pro1ected cash pa,·ments and receipts and a dail) hnanc1al statement may well be essen­
tial. Control of ongoing huoc,iness can also make good use of financial analyses, compari· 
son~. and ratios based on the organizallon's structure in terms of business areas or u111t<,. 

Sub-ledgers can be the means b~ which control is c\crc1sed o\·er the entit1e-. the) repre­
sent Receivable'> and Payables can be managed by inspecting analyses of due dates, 
amounts, selec.teJ customer'>. regions, and so on. As'>ets may attract the attention of 
controllers becau-.e of automatic report'> ot their rJCIO'>, depreut1t10n, c.ap1tJltzed Lost, .inJ 
net book. \aluc Inventor~ transaction.,, 1moices, .rnd personnel cxpense'> ,in: other e'\­
ample-, of aspects of a business that can be made a\ailable to c.ontrollers, bec.ause the ~,\f' 
sy<,tem has the unbreakable habit ot capturing all transaction<:. from all <.>vstem compo­
nents in the form of SAP Dou1ments that can be collated and .inalyzed 1nto whale\ er 
111format1ve structure is log1c.all) feasible. 

The logical qualification h Jn obvious reminder that data that have not been entered 
into the SAP svstem at some stage or other cannot take part 1n -,ubsequent analysis. 

If. howc\er. the necessary primar) data are in the '>ye.tern, then <1utom<1tic profit and lo-.s 
information c.in be computed Overhe,1ch c.an be monitored and attributed to such head­
ing., as cost center and order settlement Product cmt accounting can shed light on the 
cost<.> of ongoing 1obs. fechrnc.al and rnmmertial pru1ects can be mo111torcc.I, controllctl, 
and brought into the plans. Profitability analvsh ,,111 be possihlL on the bas!\ of cost of 
sales and period <1<.counting. 

\t t1ny time it 1s possible to c.lc.ir indi\ idual line item'> in bus1ne-.s transactions and effect 
a rctonciliat1on of separate controlling units \o\ith the General ledger. 

General Ledger Accounting Routine 
Lac.h busines'I tran1,action creates a record in the format of a SAP document. The tramac.­
tmn may he part of a batch input. or it may be the result of a dialogue trJnsac.tion at a 
terminal ·1 hl' tr<tn<.action will he checked and validated JS far as possible <1nd returned 
for <.orrct lion if nl'c.essary. 
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When the lr<m<>action h. pmted, it is \tored on the n..'Lord log ti'> a ~Al' d<Kllmt'nt. The 

system updates the d.iih joum.tl file: Jn<l pmh the t1amact10n to tht' appropriate renm­

ciliat10n <llu>unt ot tht' ( 1t.>ne1al Ledger. \t that moment, the related account balance,, 

trial halanu:•<>, balanu.• slwet. and r~L st.ikmcnt report<. will be acce'>'>ihlc on the '>Cfe('n. 

~pedal document t~ Jll'S .ind pmting 1-.e\'> prcn ide acce's to p.irt1nil.ir l) pl'' uf tram•1L­

t1on: 

• Customer nr vendor invoices 

• Ca\h receipt\ arn..l di<>hurwmentc; 

• lnnntnry tr<m'>,1ct10n' 

• Allncatwns or <l1,tnhut1011s for U>st a1.:counting 

• 1 rnn,act10n' mvol\ ing two or mon.? profit center~ 

• Trans<Ictions involving two or mm~ com pan) codes 

• \tat1\tkal postings 1nntetl 1temc;, guarantees. and <in onJ 

• )JWC i,ll hmi ncss t ram.ict1t111s 1do\I\ n pa} menh, hi l I\ of ex1..hange, and o;o on) 

L11ter1ng clllU posting a t r.1mact1on UOLUment immedi.ltl'ly update\ hoth financi.d dC­

counting and co\t iH.u>untmg. rhe Genl'rJI 1 c<lgl'r and Jt\ '>uh-lcdgl.'r' u'>c the informa­

tion. and '< > do the t.o\t .mal) "E''> that arc elaborated from I Ile data. 

·1 ht t1;!11sa<.:t1<>11 log rs <1\'.tilahle tn feeJ thr < rl·neral L 1..·dgl·r .111d tlH.' \lib\\ \ll'nl' managing 

a~\ct iK<.:ounting, invcntrny i"ll'Counting, l'mt lllt:ountrng, order anti pm11..·ll .iccount1ng, 

prnclu<.:t cmling, prolitabtlity an.ilvw .. , as wl..'11 cl\ thl' '>Uh-leJgcr\ (If account\ n:u.:ivahll' 

and p<!\'ahk 

And from any or all <if th" the> finanu: and uintrnlling inform,Hion sy,tcm l'an extralt 

and pr e\en t \\ lw 11..·\ l'f prun.ar) or dcri\'l'll information " rcq11 m:d. 

lntegratl'd r'-"<il-limc boo),J>l't:ping cn\Ufl'' tlwt \<.:rtfil·d d.11.1 <He available lor proC(!'>.,i ng in 

all arl'(ts ,11 onte h) ,1utr1matk,tllv (.il-.11111g tmt auount111g lr<in\ilC 1HH)\ 111 llll' general 

il'd~er .111d JI\ '>Ub-ll·dgl'r\ , 

I hl' t 1 n<mlia I ,111d co\t au 01111 tin~ ., ) ., tl'l 11\ .1 re l nmt ,111 t ly r<..'l°OJKi ll'J .it 1111..' ll'' < I 11! t lw 

111di\ldu,d gcm·r,tl kdgl'I .1ltotmt11. The\l' <lt<.:•>tllll'> Ml' n.1111l'd in the u11nmnn lh.1rt lll 

.KCOll 11 I\. 

The Chart of Accounts 
fl1l lhurt ol tl((OUTll t l'I ll'>l:d l11 lllllfigur·· .111 y tlU Olli\! Ill llH' gl'lll'IJI ll•dgt•J \tl lh,1t 11 

will wn l' l wo puq>o,t:\: 

• f'trn11t <·ntry ol 1r.111\,1tl1011 <kl<rils r1·qulll•d h) tlw hmllll"\"l 

• Pro\•1c1c f<H <.tll\' l>al,111tl' 'ihl·i.:t or p1nlit .inLI lr>'>\ st:itv111l'lll ll'q1111l·d I>\' l.m . - . 

199 
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The bus111ec;s \\'tll want to plan and operate some lo~i'>t1c processes-and exercise finan­

cial control. The law demands proper e.\ternal accounting practice so that shareholders 
can\ alue their holdings and :,ee that taxe<, are paid. 

fhe processes of the business can be classified broad!) according to the focus of the ac­

tivities and their managers 

The first group of General Ledger accounts monitors actl\'ities that are concerned with 

building the productive resources of the company: 

• Procurement of investment items such as fixed assets, current assets, and financial 

assets 

• Extraordinary expense or re\ enue 

The next group of accounts deals with how the day-to-da~ production and processing 
acti\'ities affect the ,·aJue of the com pan\': 

• Procurement of materials 

• Consumption of compan\' resources 

• Valuation of finished or semi-finished products 

The third group is of activities with their own accounts in the General Ledger to shO\\' 
how sales of products are set against costs to ) ield the financial statements: 

• Sales revenue or sales deductions 

• Clos111g to balance sheet and profit and loss statement 

Account Classes 
External accounting balances are classified into actount classes using the chart of ac­
counts. For example: 

• Fixed assets and long-term capital 

• Finances. current assets, short-term capital 

• :'\on-operating expense and revenue 

• Materials or stock 

• Primary cost elements 

• Secondary cost elements 

• Job order cost elements 

• ~tock of finished and semi-finished products 

• Yield or changes to stock or capitalized internal activity 

• Closing balances 
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Internal Controlling Account Classes 

Controlling hdlances arml'd at h) mll!rnctl .K\'.nunting I.ill 111to tou1 (Jlt·gt11lt\ <1luinl111g 

to their purpo~L. rro1et:t CO'>l .wttkmenl pr 1oh Ol'lkl cmt111g lll lm\ tor the I.ill th,11 Jllll­

cha\l'') ,111<l .tll()( .. <Jli<Hl\ Of rl'\OllrCeS llld) have LO hl· made 111 lHdC'r to C.Hf) out f)fUIL'Ch 

and c.ompktl' \pec1t1t 1oh 01dL'r' that fllct) not yield an) lina ncial return during till' tur-

1ent Ju.ounting puiod I hl'\L' tO'>t"> arc lht•retore tre.itc<l J'i lll\·eo;tment. 

C O')t lentl'r c1ccounti11g ., uwd to gathd '>pec1lied l) pe' ol c.o't under thl' !wading. whic.h 

h mo\l lt,etul IP1 hu,1ne')\ purpo~e\. Thl'\l' et''il center"> may cnrrc'>pnnd to tkpartmenh 

or thl'y ma\. be med to a''odate cmls w ith, for example, <i \ pecific plant 01 item ot 

equipml'nt th.it 1c; cnnr,1c.Jered as a kKU\ lor understanclin~ and managing the.· l'nterpn'e 

)oh <inler Ill product l·o<;ting is the traditional proCl''>'> nl <l\\Odating CO\l'> with \pt:ufil 

ordl'r\ trom lll'>tom<:r\ or fur internal prnduc.t1on work., of which lh1.: m.111ut,1tture of 

good' tor lll\'l'nlor) would tw a common e'\ample. 

ProfitalHllt\ Jn,11\ ~1' i' th1.: prures'> nt relat111g the tin,mc1,ll \'leld of pat\ or the ent<:rprt'<: 

to tlw ttl'>t' of m ... ·nin~ arld tllnnmg it. I ht•rt• .m.• nn rt'\trtll1on'> on ho\\' the pJrh to be 

an:th'll'd tlfl' Jl fined. l ht prnlttahihl\ of J \\or'- u1111 llltl\ he ot inten .. •<,I or the ''..ilue nt 

<.Ml\ 1ng nut J chang1.: nf ptm<:Jurl 111,1\ hi.' the target I he \\1-,dom ot ,tll hu~1th:''>'> dec.i­

lilOO'I !lltl \' h<lv<.· to ht• tl\\L'\\l'U in relatin11 tu till' 'ihort- ,ind lons.H~rm prol1L,il>tl1t\ o l tll1.: 

con 't'q llent l''>. 

l nteg1a t1nn ot <J<:cnunt111g l•lll he dcmnno;tra ted h' thL' I.te l that lh l· comnwn d1,1rl of 

acrounl\ c.\tn hoth rc<.01d ,tll the \'.ml\ Jilli re,·<:nu<:\ anti .iho prm u.k ,tit thl' t,u.:tor' 

n<:cded lor l1n.11H 1.il u111tr11l ''Iii 1nte1 nal ,1lcounting. 

J he <.11.irt o t atlULIT1t'> 1mt.tlkd 111 .i ~pl'ritit i111plemen1.111on 11111-.l llHnplr with '>latutorv 

tl'CJllill'lllL'nts u1Hkr urn1p.111y lav: .i' 11 "JHJc.tiled in tht• 11<1\t cnuntn It lllll'.'ll ,11\0 ('111-

hodv till' L''i\ent1.tl tlL'llll'lll' ol ( 11\1\l', till c1tcotmt111g pnr1uplt·' thclt 'it'l tlw \land,11d 101 

,\ rl'liablt: clll(IUnting \) \ll'lll. 

The Two Primary Functions of the Ge neral ledger 

Tht: r J -C,J I 1l'lll'fill l t.!dgLr c11mponent l\.'U>glll/('\ that llll'll' ;H L· LWO ll\,lill ll'd'>Oll\ lc)f 

a'king Im 1<'pmt:... from a gl'llL'r,d kdgL·r 

Monitoring Financial Health. \hcJH holder' may be Vl'f}' 11\ll'IL'\lt·d rn thv tinJnt'i ,11 

\ti.Ill rnc.·nh rl'q1111u.J h) I 1\\: till hulJ11<.1.. ,f ll'CI .ind 1l1l' p1111il ,111d Im-. \l,tll'111Ull I hc.•\t' 

two fin;111<.li.1l dolllltll'nh clli.' lhL' hil\l'> 11! 1•xkrnal Jtlllllllling, bt:< dll\l' lhl.:,Y ll'\l'ill llil' 

hnt.1m 1.il ln.:Jlth o t c1 u 1111p.111y 

fill' prnlll and lo\~ ll1l11plltitt1011\ tJLpu1d (Ill dm1n.i.: fill' iH.U>llllt\ ill thl· gl'lll'llll h:d).!l'f ,It 

the l'nd ol tht· 1tn<1nc.ial vc.·.11 . Om· 111 thc.. JltllllM\ lu1H.:t1un ' <>I tli1.· g1·1wr.d ll'dgl·r h 111 

aJl(J\'\' thh \ l'cll-l'J10 <. lo\I rig ltt I ti Kl' plrlt (' Ill ,IJI ( 1rtlt rh• l11cl II 11l'J. 

Reviewing the Results for the Vear. I hv 11L llt:1 p11111;11 r t11111llun11l tlw gl·1w1.il lvdgl'I 

h fin.im.1,sl JtlUUnl1ng for tht• u1r1u1t the.If ye.tr 
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rl1e function ot collect ing and reLor<ling data from tran<,action!:> 1s one part ol financial 
accounting. Posting data and effecting reconciliation on J continuous ba~i'> make up the 
other pt1rt. 

fhe SAP '>)!:>tern creates a document for each tramaction that can be use<l for a llexible 
reporting and analysis sy<,tem, with the ability to establish a valid audit trail using these 
recm<led tramat.tion documents. 

Reconciliation h effected at the transaction level hefore an entry i~ posted, but there has 
to be a closing of the reconciliation account~ at the end of the month and then at the 
end of the year. A facility exists in R/3 to call up daily or monthly report~ at any time. 

Special General l ·edger Transactions 
The accounts in the special general ledger are rewnciliation accounts for special suh­
ledger transactions that do not directly involve sales or purchases and may not be bal­
anced with the Receivables and Payables. The special general ledger indicator i~ a single 
character code to distinguish these transactions from sales to customers or purchases 
from vendors. The following transaction types are cxamplrs of special general ledger 
transactions: 

• Acquisitiom 

• Dispositions 

• Depreciation 

• Tramfers 

• Down payments 

• Bills of exchange 

• Monthly payroll 

• Perio<l clo-;ing entries 

Year-End Closing 
1 he ldvv for closing a fiscal year requires entries to <..losing accounts for the balan<..e sheet 
ancl profit and loss statement. The SAP Fl ~ystem ensures that yc.ir-en<l dosing entries are 
tramfcrrcd !rum sub-ledgers su<..h as: 

• .\crnunts Rc:cei\'ablc 

• A<..<..ounts Payable 

• Fixed asseb 

Provision i.., also made for closing entries manually and intlividually. You can close a 
fiscal yec1r at any time. -1 he flexible online reporting system will offer separate formats of 
llw financial documents for tax authorities, o;tockholders. legal consol1datio11 of associ­
ated companie-., t1nd <;o on. 

http://wwwmcp.com/que 
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Complex Organizations and the Chart of Accounts 

I he chart of <H.lOll!ll' ha'> Lo include all the g<:neral ledger accoun ts in Jn accounting 

-.ntem. You Lan '>pL·c.if~ what tra nsJction data goes w here, '\O that each aLcuunt will 

LOntam all the rL·quirl..'d detail'> for dosing. Internal accounting wi ll u<iually require that 

Ll'rtam tvpes ut dat.1 bl' '>Cnt to each ol the acumnt<. that are uc;ed 111 the lOntroll1ng 

funltiom, 

There are two fJ<1'>'>tbll1tie'> fur U!li ng a common chart of accounts 111 a lOmple.\ 

organization: 

• ) 011 may h,1\l• c.1 centralized organizJllon in which there is the mnximum number 
of accounts c1t ~roup level ma uniform Lhart of accounts that 'vvill apply to all lom­

pany codes in lhl: group. 

• You ma' be a lkCl'ntralized urga111zat1on in" h1ch each Lornp.in\ code has its mvn 
chart of anuunts. 

In d tlwr CJ!>C it'' p1..1')•.ihk \\1 use sample JlLOunts taken from the reference system with 

tramfer rule' for 111d1\ idu.JJ mm pan~ codec, . I his a llows each company to have some 
flt:xihilil) whtlt operat111g to d LUmmon chart of atcounts. 

International Taxation 
r hL \ \11 '>}!item I'> 111tcrnational I ht taxation lunttiom common I) necdl'd ha' e been 

progrJrnmt'd ,1-. '>tandard hmtlll:S~ tum tmm with t.1hles of paraml'tl'r., ;wa1lable fo r 

cmtomization tn the orgarnzation <tnd tu thl' !lpl'<.ilic opera tion,d tl'aturl''> 1cquirL•d. 

\\ lwn \oll u'>l' tht: \ 1\J' -,y.,tem, )OU will haH· ')lgnilrctl the country where )our comp.my 

• ., !mated. and 1r prompkd, thl' countn where vour wndor or CLl '>tomcr h located. The 

\\ '>ttm \\ill adopt the tax<1t10n rL·gmws c.1ppropriatc to each o t thC'IC u 1untrie'>. 

I ht: snte111 (akulatcs ta.\ or ,1d1uc;ts it automatirall\' V\'hen vnu enter the tramaLtron 

you c.iu<>l till' '>)''item lo ( rl•,1te the ) r\1' doc umcnt Luntaining all thl' detclil"i I hen it rm· 

m1:diatel) pmh lhl' ti.IXL''> a'> 1t up<.1alL''> thl' clllllUnt\ I he n:qu1red \J\ repnr\'I <11e ~l·1wr­

utecl .iuto111c1t1u1lly. 

Standard Taxation Functions 
I he I J-1 in.till !JI \LllllllHlng module: 111lludt·'> tlw folluwing \ tandJnl intcrnaticH\JI l.1xa­

t10n Junrtion~: 

• I axe<; 1111 'i.ilL''\ and pun hil<ie<, 

• Bill'i ol L'\Lh,lll~l.' f,1\ 

• D~lllltllllll'I •ii ,ill rL'<JtllCl'd lttX fclll'\ 

• ~fl-th< id-. for tf11• dl'teflJIUl,JliOll of tlt ll' Uilt<'\ Inf l,t\ Jlil\ lllL'lll 

• ·1 a~ cakulat1011 pr11u:d111L' 'i 
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• LI\ ba'>e tor cash d1..,cou11t 

• llt'pendenl tJ.\e'> as surLlurges or deductions 

• European (ummunit~· Jcquisit1on ta.\ 

• Di\ ision into deductible and nondeductible taxes 

Withholding ta>..: Glll be programmed to suit your requirements. The process makes use 
of the following hinctions: 

• Ta.\ base 

• Dcli111t1on of all required tax rates 

• Flagging of <Jll vendor<:. affected 

• Determination of due dates for tax payments 

fhe system wrifles withholding tax when you en te r a \'endor invoice and payment. 
You do not ha,·e Lo check the tax entries later. The necessary reports are prepared auto­
maticall~. 

Although the system will adopt the appropriate .-.tandard ta-..: regime as soon as \'OU have 
indicated the counlr), vou c,rn adjust parameters to meet your specitic tax requirement<>. 
For instance, you may have to make adjustments lo the <;tandard procedure hecause of a 
change in the national taxation regulations, or because you are working in a country 
that does not exactly follow any of the standard ta>. regime::. programmed into the 
system. 

Country-<;pecific ta.\ requirements are notified in the SAP INT International component, 
and may have been used to customize your particular 1111ph:111enlalion. 

Examples of Country-Specific Taxation Requirements 
Speufic taxation rule<; for charging, disclosing, .rnd paying ta.\ Jre accom modated by 
customizing each company code operating in that country. Spelifil furms of payment 
and common payment media are prepared for each country. 

I he following examples illustrate the range of difterence-, that can be handlt>d by the 
s \''>tern: 

• Gennan-')peaking countries in Europe require a lax adjustment if the p.iymcnt for 
c1n im·oice b ntt of c.i::.h lib.count. Other countrie'> l.alculJte tJx liability on the 
invoiced amount. 

• Different countri e'> h.ive their own arrangements for ta.\ e.\emptions an<l delay of 
! i ab ii it}'. 

• \V1thholding t.1x is '>Uhject to wide difference-. in scope and method. 

lntercompany Account ing 
A group conipri~i11g two or more individual companies 1,vill have an organizational struc­
tu1e de-.igned to falilitate day-to-day operations. ~or e:-.<unple, each company may buy 

hi tp:/ /www.mcp.com/que 
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material and manage a warehouse. Each mav run .1 s<1ks anu distribution divis)l)n. 1 o 

increase the comple:-.1t\. of the organization -.nmewhal, suppose thcte is also J head ot­

fice, which functions .1s a separate compam. 

The head office, as a company. mav ha,·e O\'ers1ght of two other companies. Each of 

these business units \\'ill incur expenses and probably en101 revenue. 

For the sake of business con\'entence, it ma\ well happen that hvo or even three of these 

units will combine tu make a purchase, perhaps at a discount becau~e of the size of the 

order. One payment Lo the vendor will be made against one invoice. 

Again for good business reasons, the units may join forces to provide a service to a cus­

tomer. For e:\ample, Purchasing may pro\ ide the material goods, and Distribution may 

look after their deln·er~ :\gam. one payment from the customer will be made against 

one in\'OICe. 

If each of these busmess units is managed as an individual company, all mtercompany 

tramactions within the group <1nd with customers and vendors must obev the rules of 

intercompany accounting. In particular, tramaLtions must leave record'> that will allow 

intercompany business to be legally audited so as to give a true picture of the group as a 

whole and of the individual companies wlwn it comes to drawing up the financial 

documents. 

\\'ith modern online computerized accounting sy!itcms, the balanle o;hcets and the profit 

and loss statements of the group and each 1nd1\'1dual compdn\' will be rcadil} available 

at any time. 

The prmcipl~s of intercomp,m) accounting Mc .1ppllcd when \Our wmpany is part of a 

group; they alc;u appl\ when your cmtomcr 01 vnur vendor i'i patt of another group. 

The SAP aLcounling system U'il''i methods thJt support int~rcompJn}' tr.1mc.JLt1om .1nd 

complies with GA·\f'. 

lntercompany Expense and Revenue Postings 
Two di\'lstons ol a group, t:ach \'>ith a scp.u.ih. u11npctn\ co<k. mar jointl} ma"-c a pur­

chase or is~uc goods. (1 lw sarm.· prim 1pll'~ .ippl) ii more than two wmpan> codes are 

involved l 

You have to enter i.llld P""'' the expcmt 11l'm 111 l>otll comp.1111 codes, but you po1,t onl} 

nne vendCJr account in onto of the company codes. Jt doe!i not rrntttcr \o\ h1d1 one. 

l he wstem \\'ill utltOmi.lt11.:.11lv calculate .111d pmt thL· Rl'L1.'1vahlt:'> and Pt1vahll''> l>l'h'>'e1.·n . . . 
companv cocks, ju~t u~ 11 y<1ll were enknng rJ 1q;ular transaction m on1: companv (Odl.' 

I he sy!ite111 will creatt· line item<:. for Rl'le1v.thll''> anc.J l'.iy.il>il'\ 1>1.·twcen c.ompJny c0Ll1.· .... 

It will al~o gener<ttL· i.I ~Al' doLumcnt in each c.0111pa11y u><.k. A'> rl tlol''> -.o, it will <l)'>lgn 

cl unique intertompany trnn'>.tUion numh1.·1, '" lli<.11 will .1ppL'Jr 011 .ill dm11m1.·nt-. .111d 

vouchers. 
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The debits do nnl ha\·e to equal the credits 111 ead1 company code; only with111 the entire 
intercompany Lram<Jction do they have lo b<ilance. 

Paying for lntercompany Purchases 
~e\·eral companies in a group may purchase from the ~amc vendor. You can pay for the 
purchase by making a single pa) ment, ''1th the vendor account number being the same 
in the ,·endor master rel'ord in e..iLh company in the group. One company ha!> to keep a 
central bank account to he used to pay on behalf of the o ther companies. 

Cash Receipt for Two or More Company Codes 
Some of the companies in a group may have customers in common. If one of these cus­
tomers offers payment for two or more company codes in the group. you can use this 
procedure: 

• r>.!atch open item~ to the amount of the payment. 

• Process the selected items, sharing the payments nexibly if necessary. 

• Apply cash discount calculations in each company. 

• Clear documents for each of the companies. 

The !>)'Stem will .iutomJticall)' post the required clearing account in each company. 

Head Office-Branch Accounts 
Your supplier may be a branch with it!> own account, but ib head o ffit.e may wish to 
receive your payment. ln thb c;a~e you can enter its head office accoun t number in the 
ma!>ter record tor the branch vendor. When you enter a t ransaction to the branch ac­
count, the system will post the transaction to the head office account, leaving a cleared 
entry on the branch account to show who supplied the goods or service. 

The master will include data about tile branch and ..i reference to another ma~ter to gi\'e 
details of the head office. By this means, dunning letters rnn be sent to the head office, 
the branch, or both tor overdue refunds, lor eAample. 

Vendor Payments to an Alternative Recipient 
Your supplier may not have to den! with il<; payment<; due For example, it may have a 
head offil'e thut will receive payment. You can rernrd in ib master data the account 
number of thi:-. alternative recipient. fhe system will then process return transfer'> and 
other \·endor payment husine-.s through the banks to the a lternative recipient. 

lt you du po~l vendor invoices to an affiliate, you have to record in the master data of 
the branll1 \'l:'ndor .i group-wide company account number that will be used during con­
'>olidalion to eliminate the invoices that would otherwise appear twice in the company 
c1ccounh. The W'>tem will be able to look at the transJction documents bearing this 
group-wide wmp,:iny account number ,md identify any entries that are replicated be­
cJU\e the pavmenl was made to an affiliate that was not the original vendor. 

hllp://www.mcp corn/que 
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lntercompany Payments 
One vendor may have supplied several company codes in the same grnllp. The payment 
system can make one payment and then '\ettle the intercompany accounts hy calculating 
and posting ReceiYables and Pavable<; between company codes. 

The transaction need~ you to define o ne of the compa ny codes and enter it as a normal 
paying company. The system will assign the document a unique intercompany identifi­
cation number \·\lhich \·viii be used to ensure that the other member~ of the company 
code group will pa} thei r share!>. 

Ellmlnating lntercompany Payables and Receivables 
~I-Financial .Accounting will eliminate intercompany balances by open item o nly if each 
trading partner has been marl\ed in the vendor master record. You must also ensure that 
the reporting procedures inform the consolidating department of the numbers of these 
trading partner~, at least on the itemc; relating to intercompany Payables and Receivables, 
revenues and ex-penc;e'). 

I he law requires that all interc:ompany balances be eliminated before presenting the 
balann· sheet and profit and lms c;tatement. All po'.>sible pairs of individual companies 
must hC' investigated tor cvidenu! tJrnt lht'y have been trading with each other. 

In practice. '.>igniticant d1fferencec; between the way individual companies l\eep their 
reror<.h JnCI\ make rornpletc elimination imprnttir.11. The mo<.t frequent causes ol Ji\­
c;repancies in elimination are as tnllow~: 

• t urrem y tramlation Jiffen:nu."> 

• l>itft:rl'me" in the tim111g of cntriL''> for goods in trnn'.'li l between individual 
tnmpaniec; 

• ~pccifl< r(''>t'r\l'" set aside tor doubtful al-count<. 

• Liabilities tlwt ar1.· nor Jcknowledged in the rcc:or<.h 

1he1..<1ll'>t th.it ic, must difficult to h.111dk I'> l lH tc:ncy tramlatinn, the ol11crc, <.an muall} 

he re,ol\ vcl h\ appl\·111g < 01pnrate pul!lic., in ti ll1orougJ1go111g tnt1111H:r. 

If tlH· individual c.ornranit'~ have imt,illt:d .ind configutt•d '1/\P accounting applit,11iom, 
there \\ill be automatiL tlual u11ruH.\ .tcc.nunllng in whirh l'\Cr)' tra11')a<.tinn i<. don1-
menttd. at tlH timt 11 occur:\, in both Ilic Jo<.,il u1 irv1H' ;rncl th1.: nirn•nt y cl<·,1g11,1t1:.•d fu1 

all tramattiom m the group. 

It th<. J J-1.C ( om<•lldation ... ornpnncnt h<l'> bet·n 1mtallrd <111d l Dnt1gur1.:d 111 yuur u11n­
pany, it v\ill illlow) ou to ttau: .Ul) uirrcrn y 1r • .lll,l.it1on difft•11.•fll<.''> lwlWl'L'tl lhl' lo<.,tl 
<.:urreJK)' · di th1: fHCVttiling ratt· ot t·xt liang<.', .md the tran">action currt'ntv. ,'\n V'\l h.rngt 
rate difterenu: torr<·tt1on will t lic·n lw pmted t1u lomati< <•lly 111 Ilic IJ,iJt111c<: '>ht'l't a<.Lnllrlt 

designated for tffr, purpriw. and thus brought 111lu lhl' u>11'>ol1datecl f111.i11ti,il \l<ltcmL'lll. 
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Language Differences 
R/3 is an international '>ystem. The names of all general ledger accounts can be translated 
if the language kc) b entered together with the name of the account in the target lan­
guage. This process can be repeated for all languages in the group. By this means you 
might add or modify general ledger account names 111 the language of the holding com­
pany, and later lug 111 and call for Lhe account balances in the language of your log-in 
profile. 

ln a listmg of the charts of accounts. each chart will be annotated to show the main 
language and all the alternatives available. 

Currency 
The following operational currencies ha\'e been defined and their codes are assigned to 
each function by default <you can alter the default settings): 

• Local currency 1s also the reporting currency for the company code. 

• Document currency 1s that specified for entry on SAP documents. 

• Group currency is an alternative to document currency for group reporting. 

• Updating currency b defined for posting debits and credits to the general ledger in 
parallel with the local currency. 

• Credit limit currency b that which has been chosen to maintain the credit limit. 

• Ledger currency is an alternati\·e to the updating currency for that ledger. 

Additional currency assignments are available in the SAP Foreign Exchange Management 
component. 

Currencies in Transactions 
Each company code has a local currency for reporting. The system records amounts in 
this local currency and also in a ettrrency that has been specified as the document cur­
rency, which will be used on all documents in addition to the local currency. 

You can enter documents in any currency. 

You have two options for con,•erting currencies: 

• Enter an exchange rate when you enter the transaction document. 

• The system translates between document and local currencies by referring to a 
table of daily exchange rates which is either updated manually or maintained auto­
matically by a link to a separate database. 

The system can be customized in various ways, which include: 

• A specific user is obliged to enter amounts in a particular currency, which can be 
the local currency or the document currenc~·. 

• \ ~pccific u~er can be permitted to enter amounts in either local or document 
cu1 r~ncy. 

http://www.mcp.com/que 
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Whatever the custo 11111ing arrangement::., LhL· '>Y'>tem will display amounts an both local 

and document l Urremil'"> It will round off minor differences, usmg rule.., established for 

this purpose The'ie d1[fl..'re11\.e' can occur when sen :ral line item' art rnnverled and then 

added in both currencies 

Customer monthly tleb1l<. and credits are kept b} the svstem o nly in local currencr. The 

reconciliation account for the .\ccounts Rccli' able o;ub-ledger i'i kept 111 IULal currency 

and in all the other cum.·nc.:ie ... that h<.l\'e been posted. 

Currency Exchange Differences 

\line Item can be L'Xpre'l'>ed in a currenc1 other than the local or document currency. 

You etm enter p..iyments to clear ~uch foreign currenl\ line item., us111g either local or 

document currenn·. 

I lw pa} ment e'\prtS')l'd m the document cum:nC\ will have bten converted from the 

lm:al 1.:urrerK} at ,in l'\lhangL rate adopted b) the ... ystem aclord1ng tn the rules laid 

down for assigning the dail\ c\change rate If thh 1ate has changed from the rate prevail­
ing v .. hcn the im oilc w.i-. written, the pJymenl amount may no t match tile open item 

amount In \llt h C.J'il''>, the 'i) -;tem will automatKally calculate and post an exchange 

d1fll..·rl' lllt' entr) to .1 \l'J1<H<1tc c1tu1unt e'itJhli'lhed to r this purpose. 

General Ledger Master Data 
1t·m·rCll ledg~r master data arL· compri<icd ot till' tollowing: 

<rt·neral data about c.1ll1 anounl: 

• Alcount 11umhe1 

• \ccount n.urn: 

• J~ pc of gl·rwr~.d kdgl·t .iu..ount 

l>at,1 fot ead1 um1p,111\ lode: 

• c urrcnlr 

• Whether m.rnJgcll 011 ,111 open item b.i'>t'> o r 1101 

• Sort l)d'>>'> whl·n l11w ih.'nt'I Ml' d1'>pl.iyL·d 

You can enter tll1' master d,11.1 thwugh the 11'Y'll111 tor e<H:h .itluu111 wparn tcly o r h\ 
1.w>up'> ot ;1<.:c1111nt '>. Your 1mt<illation mc1y hav-..• .J urnfigureu !'>\I' dt1t'-l 111tcrfacc to ,1\lcm 

dircc.t inplll of ma'>tl'r tl.11,1 under c(•rlalll u111d1t1011-.. 

Maintaining General Ledger M ast er Data 

\ccount~ c.<111 lw Jddtd I<> the: gerwr,tl h'dgl'I, .iml tt1ta111 p;i1.inwt1.:r., c.111 hl· rnod1fkd. 

You 1.an lllm.k <mJ dt ll'll Jc.tourt h du1111~ tilt f1'1< ,ti Yl'<ll /\'I in ,1 11 )i\I' I{/~ di11.·1. tor ll'', 

m.1tchu1dc\ sc.·t up I>) the 111d1v1d11al uwr cc111h1.·11wd lo lind "Jll'Lilic .itcounl'> In l'llte1-

1J1g an ea ... ily rtm1.·mhl'rtd ll<Jllll' r>r titli:. 
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Your .1lli\ itie'> \\'i th gl'm·ral kdger cllt<Hlllh will be logged, as are all lrnmac tiom, so that 

<111 mndifitatHHb Lan hl trau.'ll. 

Instructions on Administering General 
Ledger Accounts 
\n open itl'm 1-. one can that can be partially <>ettled; it remains open until the item has 
been full\· cleared. It an item is not to be rnan<lget1 on till open item basis, the settlement 

ha'> lo be in full nr not al all. Rules can be established-for e.-..t!mple, in the partial pa)­
ment of a(counh oubtanding, to dt'termine that the largest items should be '\ettled first, 

or pt>rhaps lhow that haw been open longest. 

Such manipulation'> mJy not be permitted in some general ledger accounb, bel'ause that 
would destro: their intorm.itive nature. 

By and large. 1t you have authority to marnpulate the general ledger accounts, you will 

not ha\'e an: r1?'>trict1ons-only obligation<,. 

Some account'> arc allowed to display to anyone the line item\ upon which the) are 
based. Payroll i'> not u'iuall~ one of them. 

r\notlier exampk of 1nslrlllliom <1ttathing to <l dtJta objl'ct representing a genl'ral leuger 

accounl will be ho w the line Hem\ Me to be dt'>played: then sort order, and perllap"> an) 
masks applied to conceal cert,nn vulues. 

Daily Journals and Interim Stateme nts 
\\'hen it 1s time tur year-L·nd Llusing, there are S:\I' program-. to help you prepare your 
S)''>lem to be closeu a t the end of the) ear. But for cl.iily Jnd month I) dosing'> there <Hl' 
no '>pecial requirement<. .incl no e\.trd l'lltries to m.ikl·, becclU'>l' the account balances are 
maintained all the lime. 

At the end nf edch day you can '>Cl' .i report of the exact closing balances tor the d<l). 
I'hcse will be ba'>ed on the line item'> and the totJI debits and credits entered. 

l·or periods of a da) or mnre, it is easy to cl'>K fur reports ot data that have been posted 
over the period, '>nrteu h~ dale orb~ ,rny ot the fields that appear in the relevant SAP 
documents that were crcatl'd lnr the tran~actions. 

The praltice of rn lling uJil\' or \llort-periou journals can be helpful. You can val1d\lte 
data enlr) '>OOn alter il occur·,, and ')0 you can cont rol it. 

·r hc<;c 1ournah um help yuu dt'cide hovv to dose po'>ting periods and account for 

.icuuah. You may wi'>h to dcfinl' l\\'o accnunling periods that ore open for this purpose. 

Year-End Closing 
~fonlhl) and interim t lu'>ing l'lllJil no tcd1nirnl requirements. Year-end closing, how­
t:\l'r, ha '> to be ;inticipatl:'d by running u '>l'rie~ ul S,\p prugrt1ms. 

http://www.rncp.com/que 
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rhe uperat10n Of thl'\t' \ l'Jr-enJ programs I\ JUlomatll lo a IJr~l' L'Xtl'lll. 

Two main purpose' .irc \l'f\'cd by the'e ve<11-cnd programs: 1 hl'y reorg..i1111e ~t\I' Docu­

ments in to morl' 1.011\en1e11 t group111g-.. and the\ reumcile sum mcH} recorc.h with the 

in<l1ndual document\ upon \\ h1ch the~ are bJwJ. 

Year-End Closing Tasks. I he year-end de.,, mg sequence has tn me lude the tol lo\\'ing 

\ll'p'>: 

• Clu'.>e po~t1ng pl'nnds. 

• He\ alue ,111 line item\ and general ledger ,1crnunt balance<> lo au1ust tor foreign 
currencie\ 

• 5Mt open anJ do-.ed lkcei,·abh:"> ll\ tlwi1 due date., 

• )nrt open and <.lll'>l'd l'c1yables by tht!ir due J,1tl'.~ . 

• Identify and .1dju~t VL·ndor a1.:1.:ounb. with debit. 

• l<lentitv and a<ljmt lll\tnmer acrnunh with Lredit bcllanu.~s. 

• Post fl'l'Valu,1t1n11\ , 

• PO'>l <tdjU'>l111l'llh. 

• Post ac.:crual .... 

• Print lite balanu.' '>ht•1.:t \\'Ith the prutit .rnd lo" '>lateml'nt. 

Automatic Closing. \uto111,1til llo,ing progriJrm tom pill' J 'Nil'~ nl 1eport\ lhdt will 

wpporl vou hy p1l'p.11111g wh.1t \Ott \\.ill 11l'l'd lo t:lu...e the) c.ir. 

·1 hl·\e '>upporting rqirn h 1m lt1dl': 

• Rl'co11ci11.1t11.u1., n1 d<•llllllllll:. with monthly th.'bit'> and l"fl'Ult\ 

• f'n\t1ng tot.ti 

General Ledger Online Reports 
I Ill' m<rn• H'P<Hl\ 111 tltl l1111t·r,d I edgl'r .tll' iJ\'.lllt.ihle onlint \\itll .i r.rnge 111 'ortin,g and 

prl'M:' llliJtion 11pt1u11 '> tu hL·l11 111 } t:iif·L'llll c:lno; 111g ,rnd t1nal rcport1ng: 

• l><Ktlrtll'llt Jourri.d 

• Balance ~lll·< · I with l'tnlll .irnl J m'> ~t.tll'l1H·11t 

• BalanCL ShL'l'l \dp1,11m·111' 

• Rctonc.il1~t1011 of I ><1( trn1crll' \\1th \l1111thl\ I >1.:h1h .ind< ll0 di11, 
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• Pmtmg Totab 

• (u-;tomer Open ltl'ms 

• Overdue Recei\•ables 

• Customer Open Items bv General l euger Indicator Code 

• Line Item Journal 

• General Ledger 

• Accumulated Balance Audit Trial 

• Vendor Open Items 

• Accounts Payable in Local Lurrenq 

• Open Checks 

• Chart of Accounts 

• Bill of E.\.change Register 

Financial Statement Report Formats 
The Balance Sheet is a lways printed \'\ ith the Profit and Loss Statement; together the) 

satisfy the legal requirement for a company to publish an annual financial statement. 

The essential components of the company financ1al statement are: 

• Fixed Assets 

• Current Assets 

• Equity 

• Debt 

• Profit and Loss Statement 

These essential requ irements relate to the ba'>tl elements of the Chart of .\ccounts trom 
whKh the Financial Statement is constructed. 

\ comple\. company is required b} law lo present a financial statement tor each of its 
components separately and a consolida ted st,ltement for the group or company as a 

whole. 

There may be a different chart of accounts for each company in a group. SAP Fl-LL Gen­
eral Ledger allows all these va riations of organizational structure to be accommodated 

when preparing the Financial Statement. 

I he process of designing or customizing the format of the Balance Sheet and the Profit 
and Lms Statement en tails specifying the following details for each account: 

• l eve!-; of account detail 

• I Je.idings and subheadings 
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• Text 

• Subtotaling and totaling 

Separate formats can be designed according to the target readership of the financial 

documents: 

• Stockholders and ta:-. authoritie:> 

• Group requirements 

• Profit centers 

Balances on all accounts are always current. Therefore a profit and loss statement can be 

prepared at any time, as can a balance sheet. 

Extra facilities have been provided as ex.tensions to the functions that allow financial 

statements to be drafted in a \·vide range of formats to suit all types of company organiza­

tion. These facilities have been mtegrated and placed under the control of a sophisticated 

user interface. 

The EC-EIS Enterprise Controlling-Execulive Information System is a SAP tool that is 

under continual development and improvement, so as to make available to the SAP R/3 

user a comprehensive, integrated, online reporting system that offers all the functions 

that can be exercised on the accounting system. 

Fl-GLX Extended General Ledger 
For historical and legal reasons, the general ledger has been the primary means by which 

an auditor or an investor might see how well or badly a company has been managed. 

The results of this management are extracted to form the balance sheet, showing the 

end-of-year Yalue of the company's assets, and the trading report or profit and loss state­

ment, reveahng how the assets have been set to .,.,·ork for profit or have diminished 

through losSC!S. 

The general ledger is thus the basis tor fxtt!rnal Acrnunting. but it wlll not shov.· all the 

useful information that ha:> been collected in the course of the trading year, sud1 <1s who 

bought what 

It is to the procedurf.!'> of Internal A<.:tountmg that the manager ha<> tn -.ubm1t in order to 

see more closely hov. resource:> might be applied to better effect. Perhaps 1t would haw 

been very inform<.1t1\ e 1f the financial summarie'> rnntamed brca1'dowm of .11..t1vit1e\ h\ 

geographical busine.s:> arc·a'>, <md by t\.JH.' ot hmml'ss, anu b~ product, and -.o on. 

These other w41~ s of cul la tin~ busirws-. 111formatJ(lr\ 1111 the beneltt ot e\f!rcising better 

control ot a company han· bct:n provided with -.tanu.ud bu<i1nt'~' tunu1om .111<1 r<>lll'tkd 

as the CO-Controlling rnodufl'. 

The Fl-financial module primarily sc1Vl'S the rcqu1rcmcnl'> nt I:xtt.>riwl Al'counting. 111'.· 

CO-( ontrollmg moduk scn.'c'l Intt·rnal Actou11t111g. 'I Ill'} both '>l'n 1: llll' .,,11nc <.:ompam 
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b\ ~haring a common l11art ot accounts that indudes accounts that are not necessary to 
meet the legal requirements ot the financial Statement-those requirements that are met 
l)\ the general ledger, from which the balance sheet and the profit and loss statement are 

deri' ed. 

I hese extra accounts are there to improve the usefulness of the financial system in the 

matter ot controlling the company. 

The FI-GL General Ledger accounts plus these extra accounts and account subtotals com­

prise the Fl-GLX Extended General Ledger. 

The General Ledger is extended by being integrated with the common chart of accounts 
in order to take advantage of the facilities offered by the CO-Controlling modules. 

Although the Controlling system is specialized ior internal accounting procedures, its 
effect is to maximize the favorable values and minimize the unfavorable values that are 
summarized in the formal legal documents of External Accounting, namely, the balance 

sheet and the profit and loss statement. After all, the purpose of the company is to real­

ize profit from its acth·ities and its use of the capital invested in it. The CO-Controlling 
module represents a comprehensive application of the SAP system to all the elements ot 
a company's business. 

GLX Stand-Alone Extended General Ledger 

fhe Extended General Ledger is a SAP product that can stand-alone and accept data from 
external systems using software from other suppliers. It can also be installed to integrate 
with the SAP R/3 system and interact with components of the FI-Financial module and 

the CO-Controlling module. Either directly, or vi<'.I the CO-Controlling module, the ex­
tended General Ledger module can link up with any ot the SAP R/3 components. 

The bridge between other applicatiom Jnd the extended General Ledger will comprise 

one or more ledgers. Not all of the transaction data from other applications will find a 
corresponding account in the Extended General Ledger. The system ensures that updates 
from another application correspond with at least one ledger./\ standard program 1s 
supplied with the Extended General Ledger to check that this reconciliation is in fact 

takmg plaLe. 

You can reconcile the Extended General I edger with the transaction data at any time. 

Planning In the Fl-GLX Extended General Ledger 

I he plan comprises three operations and a reporting stage which can occur at any time 
Jnd be repeated as often as required. 

Specifying Planning Objects. The first step 1s to setting out the planning cost ob1ects 
nr leveh at which planning is lo lake place, such as:Buslness area 

• Bu5iness area 

• lo">t <.enter'I 
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• General ledger accounts 

• Months or other posting periods 

Assigning Values. Entering target values and budgets to be assigned to the planning 

cost objects can be done manually or with assistance from automatic distribution 

functions. 

Collating Data. Collecting transaction data and collating them to match planning lev­

els and objects 1s the most intensive operation in terms of information flow. 

Reporting. The standard SAP R/3 flexible reporting functions wi ll show you, for any 

combinations of planning cost objects that you require, how actual values stood up 

against plans and targets. 

Any or all of these procedures may be automated by setting parameters under control of 

the Extended General Ledger component. 

Functlonalitles Enabled by the Extended General Ledger 

The following actions may be carried out through the Extended General Ledger program: 

• Specify General Ledger account subtotals to collect data on chosen periods or an­

other focus of interest. 

• Name the account subtotals. 

• Specify the criteria for posting entries to each subtotal. 

• Record and update account subtotals from the transaction information entered in 

SAP Documents. 

• Accept data from other SAP applications. 

• Accept data from S)"items that do not use SAP software. 

• Enter financial plans in the form of planned values for each relevant account and 

account subtotal of the I xtended General Ledger. 

• Report on the planned and actual alcount totals and subtotals for the period or 

other foet1'1 of interest 

• Design reports based on flexible fi'>cal years 

• Provide parallel reports in up to three currenc1e'>. 

Specifying Inflow of Data to the Extended General Ledger 

Data reaching the Lxtended General Ledger system will have ari'ien mainly by tramaL­

tiom in other S) stems, other) \f> applications or S\''>tems provided by other '>Uppher'I. 

SAP provides a comprehensive '>Uite of 'ltandard inkrlaces. 

The flow can take place immediately after a tramaction i'> po'>tcd, at reAtilM intcrvah or 

via batch transfers. Validation can take place to cmure that the inrnming dt.1t.1 comply 
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with the conditions imposed by the Excended General Ledger; and substitution of trans­
action data can take place so that what is retained is amenable to further processing by 
the client systems using the facilities provided by the Cxtended General Ledger module. 

Checking for consistency has to occur. For example, master data in the Extended General 
Ledger must have elements to name and specify all the data objects that will be needed 
and that \\'ill be used to store data incoming from the associated applications. Account 
identification, cost center, product identification, and any other attribute of interest will 
have to find a place in the Extended General Ledger from which it can be retrieved and 
identified, even though, in the case of nonSAP systems, it may no longer be easily traced 
in the system ..,vhich first created it. 

One solution is to have the 1:,xtended General Ledger acquire master data from the trans­
ferring system. This imposes the requirement that transactions in the transferring system 
shall include all the information of interest as either optional or required entries. Obvi­
ously, information that has not been collected by the transferring system cannot subse­
quently be accessed from the Extended General Ledger. 

A set of master data shared by all applications will ensure consistency of data across all 
systems using the Extended General Ledger. 

From other SAP R/3 applications the preliminaries to data transfer include establishing 
the following specifications: 

• Which transactions will update the Extended General Ledger. Sources might in­
clude financial accounting, material management, or job order accounting. 

• Which particular ledger is to be updated, and how 

• Whether each ledger is to be updated immediately or at regular intervals 

SAP R/3 provides guidance and prompting to enable you to set up the validation rules in 
each case, based on rules and combinations of fields that you can define. The system will 
then validate transaction data, subtotals, or totals in the ledgers specified. 

It is usual to have other SAP applications automatically transfer the data for the Ex­
tended Genera l Ledger. A direct data entry function is also provided to allow the entry of 
notes or consolidation entries, for instance. As is normal practice, these ent ries create 
SAP Documents. These SAP Documents can be flagged to show they are records of direct 
entries to the Extended General Ledger and, if necessary, they may be displayed 
separately. 

Assessment in the Extended General Ledger 
Tn this context assessment refers to the process of gathering cost information from a 
number of sources. Consider freight charges across all warehouses for all products in a 
particul..ir group, or on a particular lbt ot products. Assessment is the process of seeking 
out the detail'> and cnlculating the total of these charges. 
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This task b 111 the pro\·ince of the Extended General Ledger. Needless to say, it will not 

succeed if the master data of the Extended Genl'ral Ledger m<lkes no mention of freight 

charges, nor an y data field thdt could be used to make a proper subst itution-del ivery 

charges, for example. 

Distribution in the Extended General Ledger 

Distribution is sharing. For e>-.ample, the total ot freight charges across the group may be 

distributed by shanng it as some kind of overhead charge imposeJ by the accounting 

system. Who should share this burden may be hotly debated, but in the end the Ex­

tended General Ledger will have to be told to divide this cost between various accounts. 

There are two types of distribution: 

• Single-dimension 

• More than one dimension or level of detail 

Single-dimension distribu tion takes place when a value is credited to the sender and 

debited to a single receiving account. for example, a cost center can be created in order 

to allow certain costs to be reported under the name of that centl'r. Admimstration Costs 

might be the name of a cost center. Freight Costs might be another. 

Distribution can also be directed at more than one receiving entily. rhe set of recipients 

might include all production departments. The costs can be distributed across specific 

products 111 a product group, tor example. 

Whether the distribution i~ to a single receiver, such as a cost center, or to a set of receiv­

ers, there arc three methods of computing how much is attributed to each: 

• Fixed amount m ethod-You decide how much to charge each individual recipi­

ent A fixed amount is debited to each, and the sender is credited with the total. 

• Fixed share m ethod-You delide what percentage share ol the amount to be 

distributed '>hall be charged to each recipient. Each recipient h debi ted with the 

fixed '>hare, and the sender 1s credited with the total ot these share'>, which need 

not equal one hundred percent of the assc.•\sed charge. The '>ender may retain a 

share 

• Dynamic m e thod- fhe amount to be distributed i'> automatically calculated by 

the S)'~tem on the ba<i1'> ol the suhtutah <1lre.idy rernrded in the f.}l.tencled General 

L<::dger 

The Set Concept 
·r he logical concept of a -.et i' u<:>rd 111 Ll1e r xtended General Ledger tor reporting, plan­

ning and ledger pr<KC'>Sing ·\ '>t:t refer'> to a data \tructurc.· and 1t\ relatiomhip.., with 

other data structure'>. 

A set of numbers may be defined. where the numbers tire the. 1<.knliliLation c.ode~ ol 

bank accounts, for cx<1mplc. 

A list of cost center\ may comtitute d \cl. 
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l'he tlctual nH:mhu' ot ,1 \Lt 111,1\ nnt bt" known until the set definition is c,illl'd into use. 
" I he top tlrn.~ L' operating d1\ isinm tor garning new <...u-.tun11:rs 111 the current month" is J 

'>l't definition ot tlfr; h.1ml. 

rhe definition ot t1 'iCt !ll.t) 11H lu<.le relat1omhip'> between '>pl'Liflc firm.., or companies in 
a group. not neCC''>'>Mil~ at thl' ..,,1ml' le' el 

\ 5l't ma) Lompri-:ie an\' collell1m1 of data ob1eds that meet the logical u1tena forming 
the def1n1t1on fur membl'r'>h1p ol that sl'l. 

Specific bu'>1ncv., functions 11\J) call on a set definition which has been 'itoretl for use 
later. AS'>l''>'>llH'.'nt ,ind dbtrihut1on often t,1ke plau~ under the LOntrol of 'il'l'>. 

Planned Amounts in the Extended General ledger 
The basic comept is to set t.irget 'alues for JLcount totals or '>Uhtutals for ont' or more 
periods. \ttual ,·alues totaled from the tr.1m<1ctinn data are then LOrnparcd ~'1th these 
planned targeb. 

rt1e methm.I is to enter a planned total. and then han~ it allocated to period\ by \'Jrious 
standard tune lions. Fle\.ibll' pl.inning and u>ntrolling facilitie"> are prm ided through 
special tumt1ons nnd tooh in the [\.tended l1eneral Ledger. 

In prnct1te, thl' pl<1nning U'>unllv requires ">l'Vt:ral iteratiom in which '>uggested budgets 
and target' alues are distributed in \'ariou' w,1ys until an agreed tforrihution i'> effected. 

The starting point for a plan i"> a '>et ot plan par<.uncter'>. 

• Basit data and tdrget'> to be entered 

• Pl<1nned currency for tramaltion~. <llld the local and group currencie\ 

• Planned tvpes ot main and additional quantities 

• Standard pl'rioc.1 ,1llocat1on h.e\s 

• Input untl'> (hundred·,, thou'>.tmb, milliom) 

• Planned number of decinhtl place<> 

• Plan vcr'>ion idenl1t1Catwn 

• Data objects to be U'>ed 

J he plan pMc.1111eters art depl'ndent on till' .iuthorization profiles of the users. Not all 
u\ets are allowed to alter certain parameter'>. 

You can ')pecily for displa~ tit Jll\- time ~et\ of plnn parameters that will be u'led as the 
l>a'>h for plJnning and for '>ugge..,trng more appropriate amounts to be set as targets 

Planning Pe rspectives 
< entrali1ed pl.inn1ng entaih pl.rnning LO\t elements, for example, for all co'lt centers. 
Decentr.dt/.ed planning \\otdd plan tor l'..tch cmt center indi\idually. 
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The Extended General Ledger allows both pc.>r'>pecti\'(~<;, and you can switch between 
perspectives onlinc. 

I he technique of setting up plan paramt.?terc; allow\ the planning proce'>'> to begin with a 

complete plan that can be used without altering am thing. On the other hand, any of the 
parameter values can he changed, if the user 1s \O authorized. 

The distribution functiom can be changed, a\ can the setc; of account totals and subtotals 

upon which the) act. lndindual amountc; nl<t\' be overwritten. 

Each version of a plan ma\ be stored for later comparison. 

rhere are many standard wayc; of dbtributing planned amount\. Annu<il or quarterly 

input values are uc;ualh dt\trihuted to planning periods by u~ing one or more distribu­
tion 1-.cvs. 

\distribution kc) 1s a tag or code vd11ch ma) he usld simply as a label , nr it ma) refer to 

a complex data oh1elt that serves as a distribution formula. 1here1c; a standard distribu­

tion ke) tor distnbutrng an amount equally to every working day in the current month, 

for example. SAP R/3 offers a wide va riety of st,rndard distribution key'>, and the user may 

define unique key'> that arl' available for use with othl'r planrnng period'> or other ver­

')iom ot the plan. 

Th1:re are distribution 1--e) '>for uc;e with varinu'> planning ob1ccl\ \Uth ac; sales, personnel 

expemes, and c;o on. J"here are standard key., for product group'> and tor product types 

'>uch as "sem1-llnishl'd products." SuL11 ke}\ can he med to plan for production cost cen­

ters so that, in tht'> exampll>, the value ol \U111-t1n1-..hed produll'> will appL'ar in the b­

t<!nded (,eneral Ledger report.-. under that het1di11g t1nd will also attr.Kt t1 de'>ignatcd share 

of the coc;t of warehoming or other ac;.,essmenl'> 

1 his system ol d1stnhut1on k<!y'> can he U\cd with the ~u1te of dhtrihution functions and 

the logical concept of '>l't\ to arrange for .1 flc\ihle and focused plt1nni11g "''>tern that can 

be adjuc;tcd to \uit ch.mgmg bmtnes~ con<l1tiom •. 

Reporting Dimensions 
The repnrllng wstem ot thL Lxtcnded General I edger i\ particularly tlc·xihle. You can U'>l' 

it to report b) ani field that,., alr<:'.ad} <lLlim·d frn <1uumulating \ubtot,1b. 

Installatiom ol ) ,\P R/ {differ according to the nel'd'> of the CU\tomc·r, hut there ITIJ\' be 

account subtotal'> for pl.inm·J data and <H:tu<1l dt1ta, tor product group'> ,111d hmine.,., 

<ireas, for indi\ idual products <ind cost c1:nter'>. I here are man) pcrmut.itiom that could 

mc1ke husin1:ss semc· f11r <J JMrticular u.,u I vc·n till' ch(me of t11ne p<:nod m.i\ he an im­

portant matter for indh idut1l purpnc;c:s \\I' Rn <.:<ll\ \\'ork V·:itl1 up lo fo'°'I tr1111: pc•nolh a 

year. 

I here ttre standard rc•JH>rh for the mt1111 ta'>1''>: 

• Reconciling am.I uintrolling t1u.ou11t '>llhl<>tJI\ 

• Providing an audit trail for iritern:.tl ,1mJ extern<tl audito1s 
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There i~ a mcnu-dri\en report v.riter to de'>ign and produce your own report\. 

Report Design. I he tk'>ign ol .1 report ta(.;cs place with the aiu of a menu-driven sy'>tem 

that will appl\ predefined '>ntem \t.tndards. 

You can accept the detaib .-.uggc-.ted b\ the system by cop\ ing I rom another report and 

changing 'lnme of the detailc; 111dl\ iduall~ on-screen. You can specif} the content and 

layout in ad\'ance by changing the parameters of an c\ist1ng cu'>tomized report, or 

modify a '>tanuc1rd report within the permitted uomain<>. 

The follmving factors may be specified or adjusted to design a customized report: 

• Report layout 

• Sourcec; ol data 

• FielLh to appear in each nm 

• LeH:l ol detail-how u.it.i are to be '>Ubtotale<l anti totaled 

• Which amounts v, ill appear in the columns (actunl, plan, day, month, quarter, 
total year) 

• Wh1th data are to be selected 

• Whether and which rat1m are to be calculated and their tormulas 

• Te\t to appear in the report 

Report Output Media. Report'> can be produu.'d nnlinc or in hatche'>. They can he 

stored for later analysis or printing, pm-;ibly by other u\ers. 

The range of output routes d\'ailable for reporting inLludc'> the following: 

• Online screen listrng with u\cr control of forrn~ll and content 

• Printing in acc.:ord "''ith t1d hoc de'>igns to replicate '>Creen reports 

• Printing to standard report format'> 

• Printing to L u'>lom ized report lorm.i ts and 'lelcltcd de'lti nation printer'> 

• Printing to sequential file-. in the '>ystcm for sub\cqucnt processing or printing 

• Printing to local PL files d\'ailablc to selected networ(.; u.:;ers 

• '>r.:nd1ng graphic reports to \Ut'cn or printer'> wllh S.\P Business Graphics 

Facilities of the Online Reporting System. The SAP '>Y'>tem of using a table of param­

eter.., to '>prlil) report c.le'>1gn allow\ you to ma1'e the following changes onlinc: 

• <.. h<1nge l he level ol de ta iii ng. 

• ( h.111ge the <..ubLOlaling. 
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• Change the content of the columns. 

• Output all o r parts of the report to fil e o r lo printer. 

Display controls enable you to change what you see: 

• Switch to another report wllh another perspecti\e. 

• Select a row in the report and see the whole o t the SAP Document upon which it is 

based. 

• Select an area of the report-a group of row items and some o f th l' columns-and 

call on SAP Business Graphics to present the data in one o f a range of graphical 

styles that you can subsequently ad just and annotate before storing it o r consign­

ing it to o ne or more of th!:! output routes. 

The reporting S}Stem of the Extended General Le<lger gives you the ability to extract 

pertinent data and process them so you can present them in ways v.-!1ich will best serve 

the cause of effective decbion-making. 

Fl-AR Accounts Receivable 
Accounts Receivable is a sub-ledger of the Fl-C1l General Ledger and completely inte­

grated with it at the fo llowing levels: 

• Master Data 

• Transaction Data 

• Reporting Syc;tem 

The c,eneral Ledger and its <;uh-ledgers shan.> thL· common chart of account\ with a ll 

applications, and a lso \hare all the detaih of master records. Reporting can tlra\'\' from 

the General Ledger anti the Accounts Recei\ahle sub-ledger. 

The purpose of the Accounts Rece1\·ahle sub-ledger is to keep track ot customers and the 

transactions that in\'ol\'c them Its job is to colll•ct mont.>\: ro process cac;h receipts anti 

dun customers '"''ho arl' latl' in paying. It sharl's the same accountin g need\ as the SD­

<)ales and Distribution module. 

I ramact1on data are 'ltorl'd centrally in the document database, and thl' corresponding 

line items and detail~ arc ":.tored in the \Ub-ledgt.r5 as appropriate lhe ..,~ \tl'm au tomati ­

ca lly updates a subtotal of iJ halanu.· shed <KCount tor l'Very husinl'S'> tramaction. and 

reconciles thl' account 'iubtotah and thl' line item'> Ln emun.· th,1t the flnanual informa­

tion 1s alwavs correct and alwa\''i current. . . 
Account balances by dl'hits ,ind credits !or up to \1\teen post111g period'> ML' maintainl'd 

by the system. 

Every transaction creatl''> .1) \P Document, and thl' datt1 are 1mml'di.itely pmtl'cl to the 

Gen era l Ledger. llem:e L'\'l'f) hu'.'>ines<, tramac:lirn1 1ccorc.kd in lhl\ \\.t) .1utomaticall) 

updates the balancl' shl'et nr the profit anc.1 lms statement. 
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Thi::. is the defining characteristic of an up-to-date, networked, accounting and control­
ling system. 

Master Records 
The sales organization need not have the ::.ame organizational structure as the legal struc­
ture of the company. One sales department may handle products from two or more asso­
ciated companies. The system of master record::. makes provision for this. 

i\laster data are organized into three parts: general da ta, data applicable only for specific 
company codes, and sales data. 

General data are the informat ion of a general kind needed by all or some departments 
about each customer: 

• Name, address, telephone, fax, modem number 

• Customer registration number 

• Line of business, business group 

• Bank account data 

For each separate company using the sales organization there may be different entries 
against each company code to reflect their different methods of doing business with the 
cu::.tomer: 

• Standard payment terms 

• Data for dunning overdue account::. 

• Data for dirt'ct debit 

• Data for correspondence such as the account number and name and salutation or 
title of the clerk responsible for purchasing 

You may also have to specify a particular Genera l Ledger reconciliation account for each 
company contributing products to the sales organization. 

Processing Master Data Records 
Access to customer master data records has to be controlled by limiting the ~taff who are 
allowed to modif)1 certain data fields. The method is to u::.e the system of authorizations 
lo restrict the use of certain functions which can affect the critical fields of the customer 
master records. 

The~e restrictions can then be applied to accounting data, sales data, or both. 

When a new or prospective customer is identified, a new master record is created and 
assigned to an account group. 

The account group determines whether you may assign account numbers within speci­
fied ranges, or whether this will be done automatically by the system. 
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You will not be allowed to assign the sam e account number more than once: but you can 

have both customers and vendors within the !lame range of nun1hcrs. 

The account group also controls \vhich fields will be active in thic; nM!>ter record. The 

fields offered by the account group may he pid.ed and assigned to one of three 

categories: 

• Fields into which the user must make a 'a lid en try 

• Fields the user can either leave blank or make an entry into 

• Fie lds that will be suppressed so they will not appear on the screen at all. A whole 

screen of fields may be suppressed if they arc not needed for a particular master 

record. 

The Fl-AR Accounts Receivable system ''ill make it eac;y to create master records by offer­

ing various options: 

• You can cop) a master record from a reference record that has been establish ed for 

the purpose.) ou have to make at least one alteration to it before you post it to 

become a new master record. 

• You may copy the master record of an existing customer and edit the unwanted 

details to make it into a new master record. 

• You may create the new customer master record by enteri ng all the necessary 

details. 

Once you have entered and stored a customer master record, you c,111 call it back again 

and change almost any of the fields. There will he a choice of whether to go through a ll 

the fields or work on only one set of fields, for instance, the payment details. 

f\fastt'r records can be selectively displayed so that vou need see on ly those fields that arc 

of interest to you according to the task you have at hand. 

One-Time Accounts 
If you think a customer is probably not going to hccome a regular purchaser, ) ou can set 

up a one-time account b) '>l'lcttmg a '>peual function. This will ueatc .1 ma-.tcr record 

that contains only the es'>ential control data, such as the number of the reconciliation 

account to which th1<, o;alc will be posted You can supply the addrc-.s and the hank ac­

count data when you enter an 111voice. This information will then amvt' 111 the one-lime 

account master record, where the dunning and payment program-. can tind it when the\ 

need it 

Head Offlce--Branch Accounts 
Your cmtomer may he a hranch with il'> own account, but the head ot l1u.: mJ) toot the 

bill. In this case you can enter the head office account number 111 lhL' ni..1-.tcr retard tor 

the branch customer. When you enter a tramatt1on to th<: hrttnch <Kwunt, t il e -.y-.tem 

will post the transaction to the head office au.ount, leaving a tleared t•11trv on the 

branch account to show who received the good'> or sen ice. 
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The master will include data about the branch and a reference to another master to give 
details of the head offil:e. By this means, dunning letter'> can be sent to the head office, 

the hranth or both. 

Payments from an Alternative Payer 
Your cmtomer mav not ha,·e to deal with his own payments. You can record in his mas­
ter data the account number of the alternati\·e payer, and the system will then process 
direct debits, return transfers and other c.:ustomer payment business through the banks 

for the other payer. 

If you do post customer invoices to an affiliate, you have to record in the master data of 
the branch customer a group-wide company account number that will be used during 
comol1dation to eliminate the invoites that would otherwise appear twice in the com­

pany accounts. The system will be able to look at the transaction documents bearing this 
group-wide company account number and identify any entries that are replicated be­

cause the payment was made by an affiliate who was not the original customer. 

Customer Transactions In Accounts Receivable 
As soon as the master data ha,·e been stored for a customer, a customer transaction can 

occur. If the master is for a one-time account, the data will be sparse. 

If you have installed and configured SAP SD-Sales and Distribution with the SAP Fl­

Financial system, in\'oices entered in the SD '>}'Stem will be automatically posted to Gen­
eral Ledger accounts in Fl. 

If you have another invoicing system, the route to the Fl-GL General Ledger accounts 1s 
through a SAP open interfate, which will transfer and post invoice data to General Led­

ger accounts automatically. 

If you haYe to enter manually an in\'oice that has not been posted automatically, SAP 
R/3 will providl' all possible help. You can enter and post a check receh·ed and match the 

pa}'ment to specific open items in the customer account, all in one operation. 

The '>uccessful posting of a transaction docs not occur until the necessary data are re­
corded a' a SAP Document and are complete and error-free. You can set aside a transac­

tion document before it is read\' for posting, in \\ h1ch case the system will \'alidate any 
information \Ou have alread) entered and report to \ 'OU any discrepancies. 

The S \P Document has to end up with a document header shoi.' ing posting date, docu­

ment date, document reference number. and currcncv key. The body of the document 
\\'ill contain one or more line items which will show the amount and identify the prod­

utt and the terms of payment. The system \\.ill generate certain line items, such as tax 

cntril's, cash Jisrnunt, and exchange rate differences, ac; applicable. 

You tan \ct up helping routines and use standard data entry functiom such as: 

• Default values th.it you may edit at the time of entry 

• lletalltng for rnpving anti editing a pre\'ious screen 
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• Retaining data for individual users for several tramactinns 

• Adapting a rnpy of a data-entry screen so that it 1s better suited to a set of transac­

tions that you are CA(WCting 

• Searching for an account number by using matchcodes to narrow the search 

A SAP Document that record<; a pre,·ious transaction can be copied to act a\ sample or 

model to be edited. This sample can be a regular document that has been set aside, per­

haps a'> an incomplete transaction document. The posting date and new values may have 

to be changed before posting. 

Recurring Entries 

If }'OU are expect111g to mal-.e a series of entries where the amounts are always the same, 

)'OU Lan -.et up a recurring entry. Monthly sen·ice fees would he an example. 

A recurring entry is a set of data that will not be used until the due dates. Until then, the 

entries will not update account balance-.. 

You will have to ..,pecify the first and last dates and the frequency or time interval. The 

system will automaticall) post the required transaction on each of the due dates. 

Special Transactions in the Fl-AR Accounts Receivable Sub-Ledger 

The standard general-purpme data-entry function can be called from Fl-AR Accounts 

Rece1vahle in order to make special entries such as credit memm and adju5lmen ts. Oown 

paymenls, billc; of exchange, and securit) deposit\ are example\ of 5pecial General Ledger 

transact1om. <ieparate account balances are maintained for them. 

Currencies 
~ach company Lode has a Inca! rnrrenry for reporting. 1 he system records amount<; in 

this local currenc} and also in a currenn that has been specified as the doLUment cur­

renc} and that will he uc,ed nn all documents in aclclit1on to the local currency. 

You can enter d<Kurnents in anv currency. 

You ha,·e t\-\'O options for converting currencies: 

• Lnter an exchange ratt· when you enter the trdll'iilction document. 

• I he S}Stcm tramlate\ he\\'\'een dornrnent and local LUrrenlie'> hy referring to a 

table of dail) e\changl' rates. 

The sy'item can he LU'>tomued in variou\ wily'>,\'\ hirh include tht' tollow1ng: 

• A 'lpc:c1fic U'iC:r 1<i obliged to enter .1moun\<., 111 ,1 partilular Lurrentv, which can he 

the local c.urrency or the ... ystern document Lurrenly 

• A spec1f1c u..,er can be permitted to enter amounts in e1tlle1 l<>Lal or doLument 

c.urrency 
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\v h<1ten~r the cu'itc)mizing arr,rngcment'>, the '>)''>tcm will displJ)' Jmount\ 111 both local 
and document currencic'>. It \\'ill round nil minor ditferenu?•1, using rules established for 
thh purpose'\. Thc-.c differences can occ.:ur wht'n "e\ era I line item'> are com·crtcd and 
then added in both currcncic::i. 

Customer monthly debit<; .ind credih are 1--ept by the sy<>tcm only in local currcnc}. l he 
reconciliation account for the ,\ccount"> Receivable '>Ub-kdger h 1--ept in local currency 
and in all the other currencies that haH' been posted. 

Cash Receipts 
When a cmtomcr is paying in the traditional manner, it is u::iual to find references to 
im·oices or other documents with the checl-- or other form of payment. You mav find a 
document number written on the check on a payment li'>t. or in a payment ad,·ice note. 

You have tu enter four essenti,tl item., of data: 

• Account number for the bani.. 

• Amount paid 

• Bank fees 

• Document numbers of the invoices being paid 

The system has to total the open item'> for this cuc;tomer .in<..1 compare this tot.II with the 
amount being paid, making allowance for any ca~h disLOunt due for early payment or 
other rea'ion. If the total due equal<; the total paid, the ">)'<>tern post<; the payment am! 
marks all the line items as cleared. 

The action of mar1'ing a line item as cleared includes recording for each line the clearing 
date and the identification number of the <;AP Document that i'> the <;tored evidence of 
the transaction-in this case, the payment document. 

The audit trail may need to tract: any amount to the prnnt where it first appeared 111 the 
sy<;tem. 

Searching for Open Items 
If the customer ha:, not told you which irwoict:s arc being paid by writing their number':> 
on the ched, or by including an advice note, you will have to fin<..1 oul by using the 
system. 

For example, you can call for <l \L•arch for open items for this customer. rhere may be too 
many to 1.kcide which arc being settled by lhis payment, so you can narrow the search 
b) gi"ing exact values or range:-. of values for almost an) of the header fields and line 
item fielch that could appear on a transaction document. 

IL is recommended that you u\e no more than a handful of seard1 fields. fhe most useful 
fields for narrowing n \e.trch for open items for a cu~tomer are the following: 

• Document Reference Number 
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• ln\·nice .\mount 

• Po'iting l\c\ 

For any nf vour searching cntcria you can accept a range of \'aluc\: am document num­

ber between two given number'>: any post111g date over a '>pe<.ificd interval; any im oice 

amount greater than or le'>s than a gh·en amount; any po.-.ting kc\ nut of a -.hort lht that 

you \pecih. 

1 he S) stem'\ fir\t response to .1 searll1 command 1.-. to c.!1\pla) .. 1 su rnnl<lr) c,creen showing 

the item\ 1t has found. 

1 he ')Ummary \\ill total the <1mounh. If this equals \'Our cmtnmL·r's p.1yment, vour search 

1s mer. If not, you tl1ll'it refine the \carch. 

You might '>eleLt a fe\' item-. trom the summar) ')lreen, and look at their details in order 

to find some hetter entries for <1 more fotu\ed search. 

1 he \ummary '>treen layout may be more useful to you ii you Lhange it~ display format 

b\ mm ing or replacing -.ome nt thL· columm until you are looking .It only tile details 

that intere':>t you. 

\l any time you can"" itch the display hl'twecn <;hmving the dl'lail" of a linL' item, and 

c;howing tlH. entire dnu11rn:nt l lw, \\ 11l inLlude the en tr) nffsl'tting thi.., cu'>tonH:r 1111e 

i tern, if there i\ one. 

If \·our ':leMCh tor open 1lem., I'> ~ucct.:':lsful. you will arri\\! at .1 !ht of i11v1>1U!\ that add up 

to the same amount,,., I'> being offered a<, p<1vment l>v thL• CU'>lomcr. t\llowances tor cash 

dhcoun t'> will haw hl'en c,1 ll u !<1 ted I)\ thL' \\ '>tem, Jnd \·ou \'\'tll he .ihle to th I'> trom the 

d1-.pla). I here may al'>o be dtlferenu·-. arhing hl'L.IU'>l' ol lhc conver\ion'> bL·tween 

lurrenlil''>. 

\Vhen your ~y.,tcm i<> being rn<.tomizcd, y()u can '>pecif\ the limit'> within which the 

c;yslem \\ill pmt mtnor pa) ml'nt d11terenn·'> automat1Lall\. 'OU ldt1 <1ho C:'>t.thlish special 

rule-. for each mer. <;o that ,Ill~ dlflt.:rl·nce' l.1rger than .1 <.ertc:1111 amounl have lo he re­

fc:rrt.:d to a mer\\ 1th .iuthonz<1llon to deal\\ 1th thL·m. 

When the '>l'it.:ctl'd opl·n 1tt.:m' halanu: thl' payml'nt, you can pn'>I thl.' dnu1menl. 

Partial Payments 
If the opLn itt'lll'I dn not halaml' the payment alte1 ca'h d1'>lou1H'> have been allowed, 

there: <He three optton'i: 

• You ltlll poc.t <t p.ivment on .1ttount. 

• Y<>u <.an llettr ,111 open item ;rnd po<,t ,1 re'>idtwl itL·111 . 

• Y<>u lan enter i.l p.1rt1al 11,1~ 111l'llt \\1th a rl'lert·nu' to till' "JlL'l1 11l'111 that rL·m.iin' 

open 

If you cannot f111d any .inH>llllh di ,ill to 111.itd1 \'\'Ith till' payllll'llt, till' only (lptinn • ., to 

pmt the p<t) men! nn .1llounl. 
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It vou l.tnnot u1111pleteh m.ilth the Jhl\l11L'nt to lhl· open item'>, the bc'>l optwn again h 
to po.,t the p.ivml'nt on illLount. 

If vou knm\· the npt•n ill'm t<>nLerncd. ,111d thl' pavmenl ,., onl\ pc1rtial. you Lan ckar the 
full ;rn1ount of the open item; hut open ,1 re'>idual item to LO\<:r the differenLl' -.till un­
paid. Alternative!\', you can enter the ptt) ment \Vi th a nnte to rell'r to l11e upcn item of 
wlrn:h it 1s but a pMticJJ <,ettkmcnt. 

If there are mam pnssihlt' open item.,, the system Lan be given the ta'>k of pit king open 
item<; without dehnmg an~ .,earch crileri•1. The ')y\lem .. ,.ill tr) vurious comhinatiom of 
open items in the attempt to match the amount pnid . It will suggest a '>l'l of ilem<; that 
together add up to nn amount a'> close <I'> po.,siblc to the amount paid. 

Bank Fees 
If a bank charge h assolinted with a cash receipt, you urn enter it .tt the same Lime. ·1 he 
system will autornaticall) gem·rate and tiispla) ti line item for thl' hank tee. 

Currency Exchange Differences 
A line item may be cxprev,ed 1n a currenc.) other th,111 the loldl or document <.urrent). 
You can enter pa~·ments lo Llettr such foreign currt.:nq line itl'lll'> ming either local or 
document cum:nc.}. 

The payment t.:>.prl'ssed in the docurrn .. ·nt currenl)' will have been com ertL•d from the 
local currency Jt an exchange rate adopted by the.• '>Y\tcm auording to the rule'> laid 
down tor a'>'>igning the dall) cxd1angt' r.ile. If thi'> rate ha-; changed from the ra te pre\ ,111-
ing when the 1m oice ,,a., \\rtlten, the p.i) ment t1mount m,l\ not match the open item 
amount. In sud1 ta'>es the 'l)'\lt•m will .iutnmatilalf\ Lalculale ,1nd post .in c\changc 
difference entry to a separate .1ccuunl e\t.iblhhed for this purpow. 

Down Payment Entries 
A payment whic.h ,., the tir\t ot a scrtc'> of partial p.i) ments c.c1n he i<lentilicd Js a dm\'n 
pay1m:nt and will he recorded a\ sulh. I he item will remain open, anu the t1mount will 
be posted to an <Klnunt l''>ttlblishecl for lhe purpo'>e of accumul.iting such pa) men!\ until 
the full payment has been rc.•Leived. Only then will the item be deare<l. and the hole.Jing 
account will he c.kared by the .,ume .1mount. 

Vendor Open Items 
Becau')e the Ff-(,L C1ener<1J Ll'dgcr t.1c1..ounh Me full\ intcgratcu, \'endor open items may 
be c.learec.I at the '>clnle time .. ., customer pa) menh. 

Open Items for Different Customers 
fhc integrated II· \H Account\ Receivable component will accept each item a., an intle­
pemll'nt la'ik, bee.au\~ eac.h 111.'111 will hcl\l' .llcess to thL compll'te \Ct Of Jata object'> 
neec.11.'d to proce.,.., ll 
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Therefore, open items may be found for se,·eral customer<. and cleared by the appropriate 

payments in the same session. 

Open Items with D•fferent Company Codes 

Open items bearing different compam codes can be cleared at thl' ... ame lime. The system 

will record a cleanng document in ead1 company code. 

Automatic Clearing in Accounts Receivable 

If your customer has allowed you to rnllect b) direct debit, the I I-AR component "''ill 

offer you a payment program, \•Vhich will collect all im·o1ces when due. 

Reimbursing customers with checks orb) bank transfers follows the FI-AP .\ccounts Pay­

able procedures for automatic payment. 

If the Fl-CM Cash Management component has been installed. you will be able to dear 

automatically. Your bank statement Lan be pro' 1ded by hie transfer, and the system will 

automatically post the entries to the H-GL General Ledger and also clear the matching 

open items in the customer accounts. Only if the data Imm the tran"fer are incomplete 

will you have to intervene 

Payment Procedures for Particular Countries 

There are variations m the legal payment procedures for different countries. ·1 hese have 

been encapsulated in the standard business procl'dures of the Fl-AR Accounts Rece1\'able 

component. 

National payment procedures ma\ be specified for your implementation during the cus­

tomizing process. 

Dunning Accounts Receivable 

Each customer's ma-,ter data include a field to indicate what 1'> to be done about overdue 

mvoices. 1 his dunning code HJentif1es an c~tabhshed du11111ng procedure. 

A dunning procedure is independent of company codes. It records the grace period. the 

dunning intervah and thL nurnher of dunning len•h. 

The SAPscript word processing program is available to you to de'>1gn and change the 

format of dunning ktters. You \'\ill ha\e been provided with 'IOllll' model lc:tter'> at ead1 

dunning level during customization. You can Lhan~e and edit the text of the letter and 

also the company logo, poc;1t10n of the addre'>s w1ndov·•, and tooter .... Open items rdcrred 

to in the letter ma~ be giH~n a '>pecial format and conll:nt for thi.., purposL' 

A dunning propoc;al i'> a st:t of sugge~tiom a<,semhled hy the \)"item, whkh you L.111 ,ll· 

cept as 1t stands or alter 111 various wav\ Tile 'IY'itl'm will start net1l1ng il dunning pin· 

posal b) using due dates and some 111l thod ot ..,ell'cting which account.., arl' to he 

dunned. You may haw defined the\l' (Hl'\'iously. 

You then process the dunning pmpm.tl onlim· You Lan target lhl· dunning klll'r" ,11 

particular clerks. or you may dl'UdL to J\Stgn part1rnla1 dunning letter<, to tlw dunn111g 

levels, and then designate a le\'el to e<1cll nl th1: indi,·idual open item'>. I Ill' dunning k \ t'I 
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ol the whole account will he Lh,rnged autoniatie<1ll~ to the highest dunning kvcl of any 
open item You LJn relca\c speuf1L open item\ ,rnd accounts to be referenced in the dun­
ning letter'>. lhe system record'> till change'> to open item ... that ttre to be dunned. 

Customizing Dunning Letters. lhe same letter forms can be u-sed throughout the 
group. or you L.ln U'>e different form ... for ealh company Lode. Certain text mt!y appear 
onl) for p.ut1uilM cnmpan) Lode-.. You can deude for ead1 Lompan) code whether an 
indi\ idual dunning letter 1s to be prepared tor each dunnmg level. If this 1s to he the 
Lase, only the items with that dunning level will appear on the dunning letter. 

lndi\'idual accounts can have their own dunning letters. Customer item'> can be assigned 
to different dunn111g areas, each or 1.vhich t'> given a separak dunning letter. 

II the SD-Sale\ and Distribution ")"item ha'> been mstalled and configured, the dunning 
area ... can bl made to correspond to the area-. of the sales orgamzation, the distribution 
channel. or the di\ ision. 

Rctunds o\·ertlue from a vendor can be dunned; and you tan have the dunning program 
subtract n~mior items from customer it~m'> where the~ concern the same rnmpany. if 
the master relOrlh specif) that thi-. 1s permitted. 

Selecting the Route for Dunning Letters. fhc dunning program can dirl'ct dunnmg 
letters to the l ~Dl-r:Jectronic DoLument Interchange system on the basis of individual 
customer or\ cndor account\, or in accord with <t group or dunning area pollq. 

You can abo use the office sy'>tcm to send the ktters by tcle\, me'lsenger nr postal 
dcli"ef'). 

Reports on Dunning. The S)''ltem always prq)arl's a standard processing log. It lan also 
offer the following report'> pertaining to dunning· 

• List of hlod~ed items 

• Lht of blocked acrnunl\ 

• Lish of itc1m. with ... peLial dunning key'> 

• Dunning statistics 

Special General Ledger Transactions 
I ramactiom that are posted to a customer\ account will automaticall) upc.Jatc the Fl-AR 
lrencraJ ledger ,\ccounts Rcce1\ able, wh1lh ha reconciliation account, if they are in­
vrnces. credit memos, or payrnent5. 

)omi;: tramal"tion'I posted lo the customer acrnunt may update Fl-GL General Ledger 
at.mun ts other th.m Fl-.\R \crnunts Rece1\ able. 

I hese aLcounl\ arc a type ol )peual lreneral Ledger Account. They are reconciliation 
<1tcounts reLord111g business th.it is neither a sale to a customer nor a purchase from a 
\ u1dor. 
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Special Genernl Ledger Transactions include: 

• Down Payments 

• Bills of Exchange 

• Security deposits 

• Guarantcec; 

Down Payments. 1\ down pa) ment is a payment for a product or service not yet sup­

plied or performed. They have to be reported in the balance sheet separately trom other 

Receh ables or Payables. 

Down parments made are reported a!> asc;ets: down payments recei\·ed are reported as 

liabilities. 

A down payment request can he recorded as a note to the filec; which will he displayed 

with other open items for each customer. As a note, it will not update account balances. 

f lowcver, like any other open item. you can dun the request for a down payment \vi th 

the dunning program, and collect the down payment by direct debit with the payment 

program. 

You can enter and post a customer down payment woss; the taA is included in the d0\\'11 

payment and off<;et in a tax clearing account. Or you can post the down payment net. 

The halance 'ihcet will report it correctly either way. 

When \'Ou post the final inn>1ce,) ou can d1spla) all the de)\\ n pa} men ts and apply them 

to the customer im·oice. r he~ may match the invoiCL' in full or rn part, but you cannot 

clear the invoice until you receive payment from the custom<:r. 

Biiis of Exchange Receivable. A bill of c'\changc is a docum<:nt on which is written a 

prnmi'>c to pa~ a certain amount on a certain date in exchange for a specific business 

tramaction that ha~ taken plctCe. A Bill of Lxchange Receivable is a promisl' that payment 

cctn be: collected from a cu'">tomer on the: expiration date• reu>rd on the bill. ll i~ a form o f 

IOU <"I owe )OU "J \.\ith a datc: set for pavrnenl. 

Whc:n a customcr submits a hill of e'\change, you can use the <icarch fadlilie'I to find 

open items to match it ii thcrc is any doubt regarding the invoice it belong-. to. 

A Bill of Exchange Rece1vahlc.· is an opc:n item unltl the hill itselr has been deposited at 

the hank and dr<icounted tiler<: agaimt your account \lternati\·eh, your l"ll'1tomer could 

pay ca'>h to the amount ol ii bill of exchange rithcr method of conclu<.lmg the pa> mcnt 

would permit you tn clo<.e the: open invoice item. 

Becau'>e the bill of cxchangL' reu:ivahlc i'> a promr'>c <ind not .1 pa) mcnt, it "'pmtl•d to ,1 

special General I cdger account 'iet up for this purpow .mcl n.1ml'd the Bill\ o l l '\changl' 

Receivables account. 
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It the customer offers you a cash or check payment before the bill of exchange receivable 
has expired, you can reverse the deposit in the Bills of F.xchange Receivable account and 
post the cash against the open item in the normal way. 

Biiis of Exchange Discount Ledger. Discounting is the process of depositing bills 
of exchange that are not yet due. The system can prepare a deposit slip for bills of 
exchange. 

Discounting also refers to the process of depositing a post-dated check and deducting 
interest on the amount (the discount) until the due date. 

Commission o r collection fees can be charged on both bills of exchange and checks. 

The system can prepare the discount ledger. This ledger is a journal in which all bills of 
exchange are entered. The following c.Jata fields are mandatory: 

• Due date 

• Amount 

• Name and address of the drawer 

• Name and address of the previous holder 

• Place of payment 

• Name and address of the drawee 

• Discount 

You can specify default values for each company code for the following: 

• Discount percentage 

• Collection fees 

• Bill of exchange tax 

These charges have to be posted to separate accounts in the General Ledger. The system 
can prepare a bill fur the customer that details these charges. 

Bills of exchange deposits can be recorded and annotated as follows: 

• Discounted before the due date 

• Collected on the due date 

• Factored-an exporter gets ca::.h immediately from a bank or other financia1 institu­
tion which takes responsibility for collecting the recei\'able amounts or the 
amounts due on the bills of exchange 

Security Deposit 
A security tlepo~it i'> a payment made in advance against the possibility of poor perfor­
mance by one of thl' parties to a transaction, for example, the payment by the buyer or 
the: performance of the '>Cller. 
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Securit~ depmits are reported as noted items in the tinancial \tatemenh. 

Guarantee 

A guarantrc is a contra( t entered into b y a third party to pay up to a <>pccified limit if one 

of the parties to a transaction fails to deliver the contracted materials or service, on the 

one hand, o r tails to pa) the amount due. on the other. 

Guarantees are reported as noted items in the financial statements. 

Reporting in the Accounts Receivable Component 

The online reporting foc11ltie<. of the Accounts Receivable program can be supplemented 

by pnntec.I outputs in singlr nr batch modes These report.. can be sent to file or to a 

printer. 

Then! an.• three main cla\'\l'\ nf report: 

• ~laster record report\ 

• ( ustnmer account <itah.'ment\ and open item reports 

• Balanct: audit trail reports 

Customer"> um be sdectec.1 b) variou'> criteria, singl} or Ill the form of logical l'Apres~iom 

that\'\ Ill holate cmtomer'> on the basis of one or more attributes of their master record-. 

rnmbined with attributes computed from their accounts-for example, cu'itnm er<> with a 

pmt-cnde b.:gm ning -l 62 who ha,·e not ordered in the pre\ 1ous c;iA rnon t hs. 

1 he contl'nt of a report 1-; under your control. You can mix ma')ter c.lat,1 .inti account 

data, -;uhjl'<.t to authunzat1on. 

If the itl'm\ Ml' still in th.: '>V\tcm. you can cc11l lor report'\ of customer open items which 

sort the item\ by rangl''> of due tlate'> or hv valul's aClord111g to the report spcufication 

that you build or copy from <I pn~\1ou<i tle\1gn 

Audit Trail Reporting 
A legally vt1lid finanut1l acuiunting sy-.tl'm ht1\ Lo have il method of dcmomtraling all 

the tramact1ons that conlnhuted to eac.h of the balam(''> on the balance: \heel. ll ha'> to 

'>how the balame at the.· beg111ning ot the.· accounting penoc.I and all the deh11\ anc.I c.redil\ 

that Wl'rl' appliec.l to the au.:ount to reach the balance at thr Llo<,e ot the period. 

[very computer '>Y'>lc.·m ha'\ limits to thl' .1111ounl ot ">loragl' -.pace that il c.an mah.e d\,til­

abk for Ctll) partkular purpmc.'. The SAP approach to the man.ig<m1cnt of '>lort1ge -.pac.c.' i-. 

to arch1\'l' all the line 1tl'll1'> 111 a balJn(l' audit trail '1c.·pt1r.1tel\ trom the dou1111enl da1,1 

that recorclc.·d the trani;act1oll\. 

When a l>alance audit tr.11l 1\ rl'qum:c.l, U\ti.ill\ .it thl' end nt the .tc.counting pl'rtnd, the.· 

line item orch1ve can ht' \C.t111ned V\'llhout <11\0 having lo ll'cttl all tlw clou1llle11t d.it.1 

The balance audit trail report conlaim a 11~1 of tll'>lornl'r l1m· rlem'> <llld .i urntml tot.ti 101 

each customer account. Re(onctlialion accotrnt tot<ih \-.di il\o ht: '>ho\'\11 -.n the ac.lounh 

can b(' mJtched with CtClOUllt'I in othl'r part'> of your ,1c.c.ounting '>)'"Lem. 
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The cu-.tomer line llem<> lor tllcnunt<; that arc not managed on an open item basi5 rnn be 
sorted in chronological order to ac,si-;t in tracking them. 

\Vhcn open item alcounting i~ in prncticc. the balance audit trail will ')Oft the cleared 
(paid) line item'> ln the beginning of each account, arranged m llcaring Jall: order and 
then by clearing document number. This helps you trace how and when an item was 
cleared. The uncleared open items will be at the end of each account listing. 

Fl-AP Accounts Payable 
,.\ccounb Payable is a sub-ledger of the General LeJger and completely integrated with it 
at the following le\'eb: 

• ~faster Data 

• Transaction Data 

• Reporting System 

The purpme of the Accounts Payable sub-ledger is to keep track of the ,·endors of goo<ls, 
materials and sen ices. Its job i!! to pay for them. It is an integral part of the purchJsing 
system. 

~!faster data entere<l or modified in one application will he a\·ailable to all the others. 
Transaction data 1vill be acce)sible lo all. Reporting ccm draw from the General Ledger 
anJ the Accounts Payable sub-ledger. 

Tramaction data are stored centrally in the document databasc, and the corresponc.Jing 
line item.., and detaib are stored in the suh-lec.Jgers as appropriate. The system autom,lti­
cally updates a subtotal of a balance )heel account for every bu'>incs'.> transaction, and 
reconciles the account subtotals and the line items to ensure that the financidl informa­
tion is alway'> correct and current. 

Every transaction creates a SAP Document, and the data are immec.Jiately po:>ted to the 
General Ledger. Hence every business transaction recorded in this way automntically 
upc.Jates the balance sheet or the profit and loss 'ltatement. 

This is the cJefi n i ng characteristic ot an up-to-date net worked at.:cou n ting anu con trolling 
system. 

The Business Functions of Accounts Payable 
•\cu1unl'i Payable includes a program that records orders, delh·eries and irn·oices for each 
vendor. Operatmg transactions automatically update accounts in the rl-General Ledger 
s~''il<'m . \Vlle11 you post n vendor transaction, the c;ystem \'\rill immediately upunte the 
\lCOLJllh f'ayabJc account. 

i\crnunl<> Payable is direclly integrated with Cash ~fanagemenl, which supports cash 
planning and dunning. 
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An automatic payment program can he called from Accoun ts Payable. 

SAP Purchasing b a group of component'> from VIM-Materials Management Lhat can be 
installed and configured to integrate with Accounts Payable. The Purchasing functiom 
are discussed in the Chapter 22, "Understanding the MM-Materials M~magement Mod­
ule." 

Reporting on matters concerned with Fl-AP Accounts Payable will fol low the SAP stan­
dard business hmctions to yield the following reports, for example: 

• List of due dates for accounts payable 

• Currency lists 

• Hit list 

Correspondence concerning Accounts Payable can be set to provide automatic letters and 
messages tor such purposes as: 

• Balance confirmation 

• Information 

• Interest calLula ti on 

Compliance with GAAP 
The methods used by SAP 1·1-AP Accounts Payable to adhere to GAAP (the Generally· 
Accepted \ccounting Prinliples) are the methods used throughout Lhe SAP system. 

Vendor information is stored in vendor ma'>ter data records which are the only source of 
this information, and whil11 are kept up-to-date by all users and applica tions that have 
reason to interact with them The master data are entered once, and stays in one place 
only. rveryone hnows where to find it and can discover when it was last updated. 

Transactiom concerning vendors automc1tically create SAP Documents that can be used 
to keep track of tht transactions and Lile actions that arise from them. These ~AP Docu­
ments can be used to compile a legal audit trail tor each balance amount in Lhe balance 
sheet. l he~ can also be used to record other information Lhat will be used by controlling 

systems with interest'> in vendor transactions. 

SAP Documrntc; hav1.: tu compl) with GAAP in the mattrr of capturing the information 
c:ssential to the proper and legal analym and control of businec;s. l11ese doetimenls, aulo­
maticall) ueated during vendor transactions under the i\ccountc; Payable system, can be 
displayed and altered, in a controlled manner, using the ~/\P stam.lard busine'>'> functiom 

for manipulc1t1ng S:\P Documents. 

The vendor account~ and other'i involved with the Account'> Payable '>Y<>lem are updated 
in accord with G \AP recommendations, and the proper reuml llHl'>l be created when­
ever any changes are made to tile acrnunl balance'> or lht S/\J> Dncu1nenl'> Lil.it rrcnrd 

such acti\·ilies. 
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Vendor Master Records 
In LJccordance with the SAP principle of reuundancy-trec data storage, the standard prac­
tice b to use ma!>ter records for the rnn trol of basic data that are seldom changed. At the 
master record design stage, you havt: to ensure that a vendor master da ta object has a 
dnta field for every item of information needed to record and pmt bminess transactions 
with vendors 

It the intormation you require could have been supplied by th\.' system. you should not 
have to enter it by hand every time you attempt to carr: out a vendor transaction. 

Information in a master record is not necessaril) available to anyone who is intere~ted in 
it. Certain data objects may be closed to a user who does not have the authorization to 
access them. The vendor's bank balance \·vould be an example of data that are not avail­
able for scrutiny by just anyone. 

The SAP l'\ll'\ 1-Materiab t\lanagement, Purchasing components have to have been in­
stalled and configured in order to make use of information directed al a purchasing 
department. 

lf the Purchasing components have been installed, both the purchasing department and 
the accounting department will use the vendor master record from timt: to time. ·1 here 
have to be data fields to suit them both, as follows: 

• General data concerning the vendor that everyone will need (at.ldress. telephone 
number, telex and modem codes, and so on); 

• Data about the vendor that might be of interest to any ol the various company 
codes representing the different legal entities into which the purchasing compan) 
may be divided. 1\ccounti ng data would be an e::\ample; 

• Data about the vendor that might be importan t to any of the purchasing organiza­
tiom that migllt buy from thi~ vendor. These may not correspond to the di\'iSiOn!> 
differentiated by the company codes. 

The companr code divides the company into legal divisions for accounting µurposes. 
Master t.la ta for each company code will include: 

• Payment term!> 

• Lu!>tOmer account number under that company code 

• Reconciliation account number 

• Payment methods 

• I low the vendor line items are to be sorted on displays under each company code 

Creating and Maintaining Vendor Master Records 

When d new or prospective \'ent.lor is identified, a new master record is creJted. It must 
bt.• a\!>igned to an account group. 
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The account group determines whether you can assign account numbers within specified 
ranges, or whether this will be done automatically by the system. 

You will not be allowed to assign the same account number more than once: but you can 
have both customers and vendors within the same range of numbers. 

The account group also controls which fields will be active in this master record. The 
fields offered by the account group can be picked and assigned to one of three categories: 

• Fields into which the user must make a valid entry 

• fields the user can either leave blank or make an entry into 

• Fields that will be suppressed so they will not appear on the screen at all. A whole 
screen of fields may be suppressed if they are not needed for a particular master 
record. 

The Fl-AP Accounts Payable system will make it easy to create vendor master records by 
offering various options: 

• You can copy a master record from a reference record that has been established for 
the purpose. You have to make at least one alteration to it before you post it to 
become a ne'"' vendor master record. 

• You can copy the master record of an existing vendor and edit the unwanted de­
tails to make it into a new master record. 

• You can create the new vendor master record by entering all the necessary details. 

Once you have entered and stored a vendor master record, you can call it back again and 
change almost any of the fields. There will be a choice of whether to go through all the 
fields or work on only one set of fields; for instance, the product or service details. 

Master vendor records can be selectively displayed so that you need see only those fields 
that are of interest to you according to the task you have at hand. 

One-Time Accounts 
If you think a vendor is probably not going to become a regular supplier, you can set up 
a one-time account by ~electing a special function. This will create a master record that 
contains only the essential control data, such as the number of the reconciliation ac­
count to which this purchase will be posted. You can supply the address and the bank 
account data when you enter an invoice received. This information will then arrive in 
the one-time account master record, where the dunning and payment programs can find 

it when they need it. 

Head Office-Branch Accounts 
Your supplier may be a branch with its own account, but the head office may wish to 
receive your payment. In this case, you can enter the hc..id office account number in the 
master record for the branch vendor. When you enter a transaction to the branch ac­
count, the system will post the transaction to the head office account, leaving a cleared 
entry on the branch account to show who 5uppl1ed the goods or \Crvicc. 
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·1 he master will include data about the branch and a reference to another master to give 
details of the head office. By this means, dunning letters may be ~ent to the head office, 
the branch or both for overdue refunds, fo r example. 

Vendor Payments to an Alternative Recipient 
Your supplier may not have to deal with his payments due. You can record in his master 
data the account number of the alternative recipient. The system \'\rill then process return 
transfers and other vendor payment business through the banks to the alternative 
recipient. 

If you do post vendor invoices to an affiliate, you have to record in the master data of 
the branch vendor a group-wide company account number that will be used during con­
solidation to eliminate the invoices that would otherwise appear twice in the company 
accounts. The system will be able to look at the transaction documents bearing this 
group-wide company account number and identify any entries that are replicated be­
cause the payment was made to an affiliate who was not the original vendor. 

Transactions in Accounts Payable 
When you post a transaction to a vendor account, the reconciliation account for Ac­
counts Payable is updated immediately in the General Ledger. 

The system updates a separate account for each type of vendor transaction: 

• Purchases 

• Down payments 

• Bills of exchange payable 

• Guarantees 

Orders to and invoices from vendors aho update financial planning and cash manage­
ment data. 

Vendor Invoices 
The SAP Fl-Financial Accounting system is integrated with the MM-Materials Manage­
ment system. An invoice with an order and delivery data can be entered and vaLidated in 
MM-Materials Management. Validated invoices will be posted automatically to the Gen­
eral Ledger accounts in the FI-Financial Accounting system, if the two systems are suit­
ably configured. 

Electronic Data E.xchange 
Vendor invoices can received by Electronic Data Exchange (EDf). Data entry starts auto­
matically, and the system converts it from the EDI format to the online entry format for 
line items. 

You will be asked to correct ;:ind complete any erroneous o r incomplete transactions. 
J'hese will have be€n automatically c;aved for you during the EDI. 
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Manual Invoice Entry 
lf you have to enter manually an im·oice that has not been posted automatically, then 
SAP R/3 will provide all possible help. 

The successful posting of a t ransaction does not occur until the necessary data are re­
corded as a SAP Document and are complete and error-free. You can set aside a transac­
tion document before it is ready for posting, m which case the system will va lidate any 
information you have already entered and report to you any discrepancies. 

The SAP Document has to end up with a document header showing posting date, docu­
ment date, document reference number and currency key. The body of the document 
will contain one or more line items showing the amount and identifying the product 
and terms of payment. The system will generate certain line items such as tax entries, 
cash discount and exchange rate differences as applicable. 

You can set up helping routines and use standard data entry functions such as: 

• Default values that you can edit at U1e time of entry 

• Recalling for copying and editing a previous screen 

• Retaining data for individual users for several transactions 

• Adapting a copy of a data-entry screen so that it is better suited to a set of transac­
tions that you are expecting 

• Searching for an account number by using matchcodes to na rrow the search 

A SAP Document that records a previous transaction can be copied to act as sample or 
model to be edited. This sample can be a regular document that has been set aside, per­
haps as an incomplete transaction document. The posting date and new values may have 
to be changed before posting. 

Recurring Entries 
If you are expecting to make a series of entries where the amounts are always the same. 
you can set up a recurring entry. Monthly service charges under contract would be an 
example. 

A recurring entry is a set of data that will not be used until the due dates. Until then, the 
entries will not update account balances. 

You will have to specify the first and last dates and the frequency or time interval. The 
system will automaticall> post the required transaction on each of the due dates. 

Special Transactions in the Accounts Payable Sub-Ledger 
The standard general-purpose data-entry runction can be called trom Alcounts Payable 
in order to make special general ledger entries sud1 as credit memo.-. <llld atlju'>tmcnts. 
Down payments, bills of exchange and selllrity depo\its arc cxamplL"'• ol '>pl'cial general 
ledger transactions. Separate account balances <He maintained for them. 
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Entering Net Vendor Invoice s. A net \'endor invoice records the liability to the vendor 
after the cash dbcount has been discounted. 

When you proces-; a net vendor invoice, you have to enter the gross amount. The system 
will calculate the net amount on a line-by-line basis. 

\\'hen this type of im·oice is posted, the General Ledger entries in the Accounts Payable 
sub-ledger will include the offsetting amounts net of the cash discount. The amount of 
the cash discount will be automatically posted to a discount clearing account. There it 
will remain until you pay the invoice, when it will be released. 

The purchase of a fixed asset can be recorded as a net \'endor invoice. By this means, the 
amount representing the value of the fixed asset will be net of the cash discou nt, and can 
be depreciated in the normal way. The discount clearing account will carry the amount 
of the cash discount, but it does not have to be cleared later, because it will have been 
released when payment is made for the fixed asset. 

Requests for Down Payments. If you enter a request to the payment program to gener­
ate automatically a down payment to a vendor, the system will make the payment and 
store the request without updating any account balances. 

You will have to support the request with all the necessary payment data an d the due 
date for payment to be completed. You can call for a display of all requests for down 
payment. You have the option to display down payments gross (including tax) or net 
(excluding tax). The net amount will be reported in the balance sheet, and the tax will 
appear in the tax account. 

When the payment program has carried out all the down payments and you have re­
ceived the final invoice from the vendor, you can enter i t. The system will display all the 
down payments made on this invoice, and you can apply them to offset the invoice in 
whole or in part. The payment program will then pay any amount outstanding to the 
vendor. 

Automatic Payment Functions 
Manual entering of payments is necessary, for example, if a vendor is to collect from you 
by direct debits. But the mo~t effective time-saver in Accounts Payable is the automatic 
payment program 

1 he payment program proceeds in two stages: 

• Generating and presenting for editing a payment proposal 

• Executing the approved payment proposal 

You can also execute a payment without considering a payment proposa l. 

Ge nerating a Payment Proposal. The purpose of a payment proposal is to maximize 
ca~h discount within the constraints set by certain data in the vendor master records and 
by the way the payment program has been set up. 
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Displaying vendor open items will show you who is yet unpaid: you must decide who lo 
choose for payment. 

There are various ways to select who to pay on-the basis of due dates, or amounts in 
order of magnitude and so on. 

The system will check the due dates of vendor open items, and propose a method of 
payment for each dependmg on the master data and the requirement to maximize cash 
discount. 

The system will also choose one of your banks to provide the funds tor each payment. 

The system can generate a form for a check or automatic payment medium such as dis­
kette or an online electronic transfer. You v\ill have to assign a meclium of this kind for 
each payment, either individually or on the basis of the default values suggested by the 
sy'item o n the basis of data in the vendor master records. You may have directly specified 
the choice of medium in advance of a batch of payment proposals. 

Editing a Payment Proposal. You may be allowed 5everal options regarding the pay­
ment proposal. For example, you may have the authorization allowing you to: 

• Change the proposed method of payment for an open item. 

• Change the proposed bank. 

• Block an open item to stop it being paid. 

• Add another open item to the payment propos<1l. 

• Change the ca~h discount level of an open item to be pdid. 

Executing the Edited Payment Proposal. hecution ot a valid payment proposal is 
largely automatic 

The payment program will generate SAP payment documents and post payments to the 
appropriate General ledger acrnunts. 

The vendor items in the payment proposal will be marked as cleared and given a refer­
ence number which will link them to the SAP payment document. 

I-or each c.ountry and payment method combination, there is a specific program to print 
the checks or payment form~ in the language and style for that country, and, if a diskette 
or other electronic payment notification channel h used, 111 the tormat for that medium. 

fhe system will compih.: a log of each payment run ant.I all payment methods applied, so 
that you can see the effects and exercise control. 

Maximizing Cash Discount 
Each vendor open item carries a bCt'>e amount whic.h i'> the payment due belorc applying 
cash discounts. Each vendor master record con t<ii m in lorma t 1011 al>out the paymcn t 
terms which that \endor has agreed with the purchasing rnmpany. In the purch.ising 
group there may be different payment t<·rm<> negotiated with each l>u'>incss entity de­
fined by the company codes. 



TERADATA, Ex. 1006, p. 291

242 Chapter 12-Understanding the Fl-Financial Management Module 

rhe p«yment terms for e;tlll com1xrn~ codl' purcha'.>ing from d vendor \·viii each include 
at least one ca'>h c.li')count ll'rrn, e.xpre-.sed il) a percentilge di)count, and a C<l'>h di\counl 

date related to chl' <late of the irwoile. I or L'\ample, the following are ca:-.h <lbcount pay­

ment terms: 

J 111c. if paid \\1thin 1-i day:-. of the <late of the in\'oice 

2.S'h• if paid on or before the 15th of the month following the date of the invoke 

For each opu1 item, ~ ou can enter une or two IXI) ment terms and a date for net pay­

ment. The svstern can Lalculate the due discount date by referring to the payment term'> 
and the invoice date. You may \·vhh to enter a <late for net payment within a discount 
period on a date that '\Uits your requirements. 

You may find national differences in the practice of settlmg accounts. In France, for 
instance, it b customc1ry to pay an 111voice with a bill of exchange immediately, so that 

the due dates of the bill of exchange and the imoice are the same. 

The S.\P payment program Lan be set to pay, by bill of exchange, all invoices due within 

a specific time period. rhere are man) different payment methods a\'<tilable in the 

svstem. 

The pa~·ment program can abo he med to make pa\ menb b~ Lhed,, by bank transfer, b~ 
postal check ,rnd by other methods which are specific to particular countrie"> or trading 

areas. 

l\fultinationaJ accounting h '>upporred by the SAP IN r-lntern.ttional De\ eloµment 
motlule: 

IN-AP1\ •\sian Jnd l'adfic Area 

IN-EUR Europe 

IN-NA~I North ,\merica 

IN-AFM ,\fril<l and rvliddle Last 

IN-S.\l\I South America 

Payment Methods 
There Me no limit., to the number uf different payment methm.h \'OU c.in u'>e for each 

wuntr). Many ot the forms <1re supplied via J Sr\P slript whilh i:-. then u:-.eJ to control 
the printing in the language of the destin.1tion country. 

You can edit the forms that are supplied so that they precisely suit your payment format. 

You can .1'>k the wstcm to -,elect till' payment method from a list of up to ten methods 
that hJve been nominated in the vendor master record. 1 he autonwlic selection of pay­

ment method can be.• gu' emed by such factors as: 

• \mount Ln he p.11d 

• '\iumber ol open it1:ms paid 

ht tp//www.mcp.com/que 



TERADATA, Ex. 1006, p. 292

Fl-AP Accounts Payable 243 

• Currency of the rece1\ er 

• Location of the vendor 

• .\mount available in the bank account 

Open items can be grouped for payment and individual item'i can be mar1'ed to be paiu 

separately. You can nominate a specific open item to be paid in a particular way. 

Your system ma\ have been 'iet up to choose one ot the vendor's banks on the basis ot 

the suitability of the bani-. to pay, for example, by bills of e.\change. 

The choice may rest on the ability ot your hanh. to make a direct transfer to the vendor'\ 

bank. Banks are given group codes to indicate who can transfer to whom. 

The pa) ment system can be a'iked to choose one ot your banks from which to make a 

payment. You can rank-order vour banks, and have the 'iystem work down the list look­

ing tor sufficient cash together with the appropriate means of paying. You ma> have the 

system choose one of your hanks because 1t has a branch near the vendor. You can also 

O\'erride the automatic selection by commanding 1t through an entry in the open line 

item, or by changing the \t:ndor master data. 

Alternative Payment Recipient. II pa) ment has to go to a recipient other than the 

'endor, ~ou can arrange it in 'arious ways: 

All payments 1n all company codes can be redirected by entering tile new account 

number in the general data of the vendor master record. 

\II pa} men ts 111 a '>pec1l1L compam wde Ldl1 be redirected b\· entering the new 

account number in the company code section of the vendor master reLord. 

Pa\ments for specific open item\ can be redirelled by ma1king each open item b) a 

cude, but onh 11 thi'I is e'l.pressly permitted b) an entr} Ill tlw vendor master record 

specifying the alternative account number. 

lntercompany Payments 
One vendor ma) have '>Upplied 'le,·eral c.:ompan) codes 1n the 'lame group The pa) ment 

'i}Stt:m Lan make on~ pa\ ment and then '>ettle tht: interrnmpam Jlcount'> b} calcultiting 

and posting Recc•1\ ables Jnd Payables between company rnde~ 

The tramaction needs you to d<:ftne one ol the company CUlk'> and enter 1t J'> a normal 

paving com pan) ·1 he system will assign the document a uni411e 1ntercompam identifi­

cation number whith \'>ill l>e used to ensure that thl· other members ot lhl' cnmpan7 

code group will pa\· their 'ihare'> 

Clearing Sales Contra Purchase s 
If a \endor 1s also .i LU'itornl'r, )OU can clt•<lf q~ndor .rnd customer open item\ .1g,1111\t 

each other via a Contra acc.ount. lhe H·ndnr a11d tU\tomer m,l\lt:r record\ 111u.,t be .il>k 

identify each other by holding the re!>pecthe account numhl'r., rn till' u>mp.111\ cod<.' 

areas. \nd this '>Ort ot deal111g must bl.' expliutly pen111tted hy tlw appropn.1Lt· ma-.t<:r 

data items. 
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Credit and Debit Memos 
,\ tramall1on th.it reduces ;imounts receivable from a tmtomer-for example, if the cus­
tomer rl'turm d.tmaged good<>-1s a credit memo. 

\ debit memo t'> a transJction that reduces amounts payable to a vendor because, for 
example, \'OU send damaged ~oods back to your vendor. 

When you post credit memos, the parment program will immediately proce'>S them. If 
you po'>l J debit memo to a vendor who is to reimburse the amount, then you can apply 
a multilevel dunning program. 

\credit memo cc1n be offset with specific invokes. The parment program ,..,ill subtract 
the credit memo amount from the amount due tor the vendor open items. 

Reverse Documents 
Should you mistakenly post a transaction to the wrong vendor, you can reverse this 
transaction and the associated SAP Document. The system wil l automatically generate a 
re,·ersing entry tor each item wrongly posted. 

Fl-FC Financial Controlling 
Under the heading of r mancial Controlling it is convenient to place Cash Management, 
Financial Planning, Public Accounting, and Fund'> Management. 

There are SAP standard busine~s functions to support each of these area'>. and they can 
be installed and implemented in various comb111ations. 

Fl-CM Cash Management 
·1 he purpose of (.ash Management is to plan, control, and mon itor the liquidity of the 
business and contribute to its profitabilit) if possible. 

fhe key accounting distinction to be made is between: 

• Ca'>h accounts that record actual available liquid assets 

• Clearing accounts that represent paymen ts in tr3nsit 

fhe operational contept h to: 

• Plan all transactions that have payment advice~. 

• Control Ct1'>h. 

• Invest cash. 

Tile method entails utili1ing the SAP ful ly automatic payment routines to: 

• Optimize '>hort-term interest revenue. 

• Optimize mon~y market transactions. 

http://www.mq.>.com/que 
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The computer context is a closely integrated system comprising SAP Cash Management, 

the payment program and Fl-AP Accounts Payable. 

Fl-CM Cash Management Procedure. The main steps needed to manage ca~h etli­

ciently are as follO\·\'s: 

• Store information m the form of payment ad\'tces until you receive the payments. 

• Prepare to clear open items using the information held as payment advices. 

• Process partial payments, either by open items or by account. 

• Receive bank statements by file transfer 1f available. 

• Clear open items by referring to bank statements or payment advice notes. 

• update expected cash receipts. 

• Use the payment advices to plan cash now in the short term-up to five days, for 

example. 

Managing Cash Accounts and Clearing Accounts. Cash accounts record actual avail­

able liquidity; clearing accounts represent parments in transit. 

For each cash or clearing account, you can specify individually how 1t is to be managed. 

The SAP standard business functions ensure that all the items in these accounts will be 

consistent with the balance sheet at all times. 

You have five options tor managing an account: 

• Account to be managed on an open item bash 

• Account to be kept b> \'alue dates 

• Account to be kept with various currencies in parallel 

• Account to be posted automatically by the payment program 

• Account to be clt'ared automatitally by using an electronic banh.ing function 

Cash Management Objects. fhe SAP system operates on ob1ects which arc either pro­

gram objects designed to earl) out a husines'> process, or data objett'> providing informa­

tion when it is needed by the programmed business processes. 

Cash management and short-term cash pos1t1on forecasting depend on tran..,,lttion 111tor­

mation being made available to the various processe'> that will prepare data ob1ects Sllth 

as a daily cash report or plans to control the allocation of c.ish. 

Fl-CM Cash Management must be as<..igned trnnsaction rnformation lrom lhl' tollmving 

<..ources: 

fl-GL 

fl-AR 

fl-AP 

General I.edger 

Accounts Receivable 

Accounts Payable 
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If therl' 1~ a sc"ht:dule ot tun<ls to bl' made a' ailable, 1·1-C \.I Cash ~lanagement mu'it be 
not1t1rd 1n order to use th1<1 information 111 the torecasting. 

lf <ll1) of the ledgers has relumng entries, then the Cash ~fanagemenl funltion should 
know about it. 

!\(an) ol these relat1omh1ps between the parts of the SAP system will already be 111 place 
bv virtue of the integrated design of the various modules. However, the precise details 
may haw to be configured and customized to make the best use of them 111 an ind1\ idual 
implementation, depending on 'v\'11ich components are installed and the interfaces to 
outside systems that are to be active. 

Transactions for Processing Payments. 1 he pa) ment program will make available a 
wide rJnge of options for payment ot individual accounts and groupings of sets of ac­
counb. The possibilities include the following functiom: 

• Enter bank statement<> quick!\'. 

• Oplionall}' clear open items automatically subject to specified controls, such as the 
a\'ailabilit\ of cash. 

• Record payment advices and list them for display. 

• Delete pJyment advices. 

• Provide preliminary information about payment orders, Lhecks received, bank 
statements, and discounted bills of c:-.change. 

• Prepare check deposit slips using default posting instructions. 

• Manage checks outstandi ng. 

• Control checks deposited. 

• Manage bilb of exchange receivable and payable. 

• C..alculatc interest automatic..illy. 

Throughout all these transactions, the integrity of the Fl-GL General Ledger is ma111-
tained by the <lutomatil functions of FI-CM Cash ~lanagement, Fl-AR Anounts ReLei\'­
able, and fl-AP ·\Lcounts Payable. 

Electronic Banking Facilities 
fhe purpose of electronic banking is to reduce the time needed for entering data and to 
-.upport the aim of timelv cash management. 

l llC' mNhods use <lata transfer by portable 'itorage media such as tape or by direct com-
111unilat1on linl' transter of files. These files cJn contain general c.lata or transaction data 
in the lorm of b,ink statements or transaction documents in the SAP Document format 
or in formats provided by other systems. 

hllp.//www mcp com/que 
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The effects of rapid file transfer include the following contributions to the goal of more 

secure, quicker and more efficient p rocessing and clearing of payments: 

• Bank statements can be posted automatically. 

• Bank statements can be transferred and clearing accounts processed automatically. 

• Data can be transferred to Fl-AR Accounts Receivable and cash receipts can be p ro­

cessed automaticallr. 

• Bani. charges can be posted automatically. 

• Exchange rate differences can be po~ted automatica!Jy and foreign currency ac­

counts managed more effectively. 

Automatic Bank Account Clearing 

The result of Automatic Bank Account Clearing is an improvement in your control of 

cash, because you can process payment advices and clear bank statements on a daily 

basis. The effects will be to optimize liquidity reserves and interest income. 

You will retain the option of intervening in the automatic processes and making manual 

corrections. The Fl-CM Cash Management position display, for example, can be arranged 

to separate specific accounts or groups of accounts; and it can split the display to differ­

entiate checks, bank transfers, payment advices and so on. Amounts and dates can be 

used to ranJ..-order or divide mto sets the items to be displayed. 

lntercompany transactions and the separation into mulliple leveb of accounts will be 

facilitated. 

You will have control over the processing of dilfcrent payment method~ and the mini­

mum balance to be mamtained in each bank account. 

The system can be primed to create all the necessary correspondence automatically. 

Medium-Term Cash Management and Forecasting 

The purpo'!>e of a ca5h management and financial controlling system is to maintain li­

quidity in order to fulfill payment obligations. 

Short-term management comists of lookmg at the current liquidity po~ition and what 

the situation might be in a few days, typically one working week. Medium-term cash 

management and forecasting has a horizon that extend\ to a year. 

One product of medium-term financial planning 1s the annual cash plan This plan mu!>t 

show how liquid1t) 15 to be secured over the period b) exercismg l111am:ial rnntrol. 

The annual plan can be set out at any level of detail and for any arrangement of the 

organizational structure that the data \\.ill support. 

Financial Planning Annual Cash Flow Plan 

With modern accounting sy'!>tc:ms, the financial planning period lMl be ot ,111y lluration, 

since the 111format1on to be reported \\.Ill be a\semblecJ onlme when the (ksign of thl' 

report is used to generate the presentation of the information. 
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S.\P Fl-Finanu.il \tcounting supports planning in a comprehensive way: 

• I he focal vcar can be flexible and can comprise any number of periods. 

• fhe multilevel dependencies between totals and subtotals, departments and sub­
dt:pJrtments, and so on, are automatically taken into account when assessing and 
distributing planning data. 

• Data tramfer from and to other systems occurs through clearly defined data inter­
fau~s. \\ h1ch can sef\ e the aims of financial planning in addition to their other 
tr.lftic. 

The information sources of most interest to the financial planner will be as follows: 

• ..\crnunts receivable and payable 

• Planned cash expenditures and receipts 

• Open orders from customers 

• Purlhase orders to vendors 

fhe f1nanLial planning report will have to address the following issues fo r each period of 
the plan for each of the groups with in the company tha t are to be part of the plan: 

• on~rall liquidity 

• Committed funds 

• r~ pes ot risk. 

Financial Controlling 
The control proce~s comes into prominence when values set out in the fina ncial plan are 
compared with the actual' alues achieved by the bus111ess. A quick. reaction demands a 
short planning ,111d accounting period, so that actual and planned or budgeted amounts 
Lan he compared in time to make a correction. The SAP Fl-Financial Controlling module 
can prO\ ide for tycles ot monitoring and control that range upwards trom one da}. 

Decentralized Funds Management 
PublK account111g is a form of financial controlling which is tocused on a budget that is 
made J\ a ti able to cover e\penses over the fiscal year or a shorter accounting penod. 
Hecent changes to the methods of financial controlling have made the concept of public 
<Jccounling equi\alent to funds accounting. 

lhere arr two tasks for which the SAP FI-Financial Accounting system provides compre­
hemi\ e -,upport: 

• Preparing a budget 

• \lonitoring the budget by traddng the achievement ot targets in each of the divi­
~iom of the budget 

http://www.rncp.com/que 
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Preparing a budget will en tail estimating or a\signing target ,·aluc\ tor the lollowing: 

• Cash requirements to r operatiom 

• Cash requirements for capital investment projects 

• Planned cash r~ceipts 

You can assign responsibility for providing, managing, and accounting for funds fo r each 

of these items separately, and then combine them in a total budget. Under thb total, you 

can then prepare individual plans whllh can make a division into adminhtrative and 

capital budgets. 

A budget can be sto red with a \·ersion number and the process repeated u sing c;ome or a ll 

of the parameters ac; a model trom which a new version h c reated. 

If the proposed appl icatiom of funds exceed the funds available, you can identify the 

funding required to balance the budget. 

Target Data. When a budget 1s translated into planned target amounts for each of the 

account subtotals that make up the structure of the budget, each of these targets repre­

sents the best estima te of the costs or revenues that wi ll or should be realized. 

As the period passes. fresh targets can well arise as a result of operatm g costs, invest­

ments and cash receipts which were not ant1c1pated exactly in the plan. Targcb may 

have to a lte r if the budget is not to be exceeded or underspent. And the dat.1 tor these 

adjustments may arise from an y o f thl' following causes: 

• Funds released and allocated to operating areas ac.lc.l1 t1 on a l to the ongtnal budget 

• Amendments to the budget e tthl·r in total o r in al location lo <;ubdivisio ns 

• Internal transtl'rs 

• Commitment authon1atiom v,rhid1 can be anticipa ted to exceed t he budget 

• Unexpended balances 

• An t icipated expenditures 

Checking that Funds Are Ava ilable . I he ful1(1\ rnmmittcd are re\'caled bv the pur­

cha'ie orders. The SV'item chc( ks that they do not exceed the fun(!\ ti\ ai la hie 

1 he cash available i'> ch('ckcc.I, and the vendor invoices 111;,iy h.1ve tn he reviewed by pe r­

sons responsible for the budget 

Payment from Funds. When you po'>t an invo1le, th(• '>)"~ tl'm will update the "allu.il" 

data. Cash payment order'> \'\ill be printed hy the sy\tcm to he '>ignec.I and lhl'>'>cd to thL· 

controller fhe syst~m can he wt up to mainta in .1 Gl\h 111urnal tit.It recorth ,111 L-t'>h 

transactions by date. 

Liquidity 
Reports from the sy'>tem will t1llow you to plan liquicJiL\, IH:laU'>l' you l-.111 ,m,tlyzc lhl\­

ment dates and methods for both comm i tmcn t\ ,111cJ i 11 voiu.:s. 
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Report1i on line'' rll ent1hk \>OU to compare targeb, expenses and receipts in accordance 
with tht> hudgL't w'ilem. Down payments. invoice amounts, anc.1 tinal payments can be 
g.ttherec.l 111Lo supplementary reports. An indi\ 1dual line item can be scrutinized; and the 
histor) of a Lomm1tmt•nL c,rn be 111spectec.l 1n the torm of Lhe related transaction 
documents. 

Funds Controlling 
Public accounting and funds con trolling activities tend to emphasize monitoring receipts 
anu expenditures: the sources of funds and their applications. Public sector accounting 1s 
centered on monitoring payments. 

l he main aim i<. to ha'e actual e\.pense~ equal the budget. 

In organizatiom that see" a return on investment in financial terms, the orientation is 
on budgeting for expemes. The cash flow statement is prepared in order to safeguard 
liquidity, to monitor financing and to analyze investments. 

Aspects of Funds Controlling. The budget uses a plan to allocate funds to each func­
tion and orgarn1ation unit O\'er a period or succession ol periods. 

·1 he source of funds is an organizational unit. such as Area. Division, Department, or 
lndhidual. 

Each source can manage the application of part of the budget to activities that are in­
tended to add' alue to the information or work items passing through the company. 1 he 
funds can be applied to: 

• Investment\, such as stocks of materials, energy or partiallv completed \\'Or" 

• Output-related expenses, such as raw materials, supplies, or maintenance 

• Serviceability costs, such as depreciation, repairs, or capital mvestments that affect 
the value of the plant 

The progress ot the funds through the budget period is monitored by using the ongomg 
business transactions. Separate records are made of the details of receipts and expendi­
ture, using the budget structure to allocate them to fund sources (fund-holders) so that 
reports can be written showing how the funds were used in relation to the budgeted 
targets. 

BecJuse the structure of the budget need not co111cide with the commercial or produc­
tion structure of the company, the funch control ling system is able to provide a sophisti­
cated monitoring and control mechanism whJCh can be aligned to whatever 
dccision-makrng activit1c'> will best servt' the company. 

Liquidity Analyses (Available) 
l ..i-.h 1s money tlut is available. It will usually be in currency o r as a credit balance 111 a 
bank. It i\ available to make payments immediately, in contrast to investments and fixed 
J'i\els, wlmh c.1rc not available to pay debts until they are converted to liquid assets. 

http://www.mcp.com/que 
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Liquidity (available) represents the estimated ability of a customer or vendor to settle 
outstanding debts promptly. Computing it entails two analytical tasks to build up credit 
and liquidity informatio n about customers: 

• Analyzing customer accounts, their c redit limits, and payment history up to their 
current account balance, their dunning program 

• Analyzing open items, both Receivables and Payables 

Credit Limit Control Areas 
A credit control area is a set of one or more company codes and a currency for credit 
controlling that is to apply to all company codes in that area. This currency need not be 
the same as the currency of any of the company codes in the credit control area. 

You can set a total amount as the credit limit for a group and a limit for each company 
in a credit control area. There may be several credit control areas under one group. 

Different customers may be assigned a credit limit account which they share. Any order 
or irn·oice posted to any of these joint holders of a credit limit account will cause the 
system to check whether the joint credH account Limit has been exceeded. For example, 
different branches that are treated as separate customers may share a credit limit account 
held by the head office. 

You can decide which types of transaction will affect a credit limit account balance. Bills 
of exchange receivable, for example, are often posted to the credit limit account. 

If your installation includes the SAP SD-Sales and Distribution application, there will be 
an automatic check on the credit limit when you enter an order. 

Online customer credit control is essen tial if you record payments and offset paid items 
promptly. You can review the credit situation and the liquidity (available) of any cus­
tomer at any time in terms of the following elements: 

• Customer uedit limit and current account ha!ance 

• Payments due 

• Dunning program and dunning level in force 

• Payment historv 

Payment History 
Under your direction, the system can automatically record a payment history for any or 
all cu~torners for each month, going hack -;1xtecn months, using the following factors: 

• Number of payment tram.tc.tiom 

• Payment amounts 

• Average days in arrears for each of the sixteen month~ 

For the most recent period, the data arc sorted by net payment and payrncnl under each 
specific cash discount arrangement. 
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!\lerel\' a'> a simulation or what-if excrcbl', you can ask to see how the payment history 
would Lhange 1f tlw; customer paicl immediately all the item!:> open on a particular date 
that you '>pccity. By thb mean\ you can 5imulate Lhc payment history report, including 
the current open .'.lnd o\·erduc items. 

The system also contributes to the p,1yment history of a customer by recording totals of 
authorized and unauthorized deductions. The average discount rate is calculated, as is 
the interest amount ba)ed on the items paid after the due dates, including items still 
unpaid on the date you chose for making the calculation. A fictitious or nominal interest 
rate is used for these calculations v. hich you can set so as to give you a fair pjcture of 
how much interest ha'> been lo<.t to your company because of the late payments of this 
customer. 

You can total the amounts outstanding on open items and also on items paid in arrears. 
These will be sorted by number of days in arrears of the due dates for net payment or 
(fa) sin excess of the time limits for payments to attract cash discount. 

Tracking Open Items. fhe financial control system relies on tracking uncleared items. 
You can identify one or mure customers or vendors, and sort their open items in \<\'hat­
e,·er way i'\ most informative for you. 

Similarly, you Lan say how you \l\'ant the col umm of the report and what per iods you are 
interested in. You can ha\'e the system choose open items that fall due within any range 
of dates. 

When you have found an indi\'1dual account that needs your attention, you can display 
all the open items for that account and use the flexible line item search facilities to focus 
on just those lines thc1t you require. 

Fl-FA Financial Assets Management 
Financial Assets Management is the process of valuing and control ling financial assets 
and liahilities ..,,·ith a view to securing the liquidity of the company and ma naging it. The 
main financial assets of a company will int.lude: 

• St>curi ties 

• 1 i me depo~i Ls 

• Loans granted, for example, from the company to employees 

Liabilities arc loam to the company. 

I he 1·1-F/\ Financial A-,<,els Management tomponent is integrated with Fl-Financial Ac­
counting and Lash Management and closely linked to the SAP Fl-FEM Foreign Exchange 
M,111agem1:nt Sy')tem '>0 that you can hedge your business risks by investments in foreign 
currelll)'. ·1here1<, also an option to update FI-CM Cash Management and Fl-Financial 
i\curnnting alcording to the results of foreign exchange contracts. 

http://www.mcp com/que 
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To manage effectively the full range of fi nancial assets, it is necessary to pay proper at­

tention to the following tasks: 

• Record keeping 

• Liquidity planning 

• Financial asset analysis 

The SAP system provides the programs to achieve good results in each of these. The Fl­

CM Cash Management system provides the means to effect liquidi ty planning, whereas 

Fl-AR Accounts Receivable is specialized in managing customer open items that are over­

due; all SAP systems automatically generate the transaction documents from which are 

drawn all the items of information used in subsequent accounting and analysis for plan­

ning and control. 

The Fl-FA Financial Assets Management system can be used by companies in all types of 

commerce and industry There are additional applications for industries, like insurance, 

fo r example, that have special relationships between financial assets at different levels 

and between different classes of business as well as complex interrclatiomhips with other 

financial institutions. 

Business Associate Master Data 

A business associate is a company or institution which, m some wa> , is sharing the fi­
nancial risks of your business by acting in one or more of the followmg roles: 

• Borrower that owes you money 

• Lender that expects money from you 

• Banks that may hold some of your mone> like a borrower 

• Banks that may ha\'e allo\.·Ved you an overdraft or loan of some kind and are in the 

role of lender 

• Issuers of finanoal mstruments 

The SAP system provides master data record~ on which you can hold centrally the details 

of your associations with each of your associates. You can record electronic notes, to 

whatever length you need, about telephone conversations and an) other interchange 

that is not readily di.,cerned from the operational business documents anc.l transaction 

records stored automaticallv by the system These records can extend bad. any number 

of years 

The following fields are standard in the busines'> associate master recorc.b: 

• Company name, address, and type of busmess 

• Contact people by name, title, position, and department 

• Validity checks set up for this husinr\s a'>sociatr 

• Links to other SAP and outside systems that tnncern this bu\11H:'>'> ,\'>sociate 
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• Tot<1l current balance or expo)urc 

• tinancial ratios for the reviewing of credit-worthiness 

Asset Types 
SAP fl-I A Financial A5seb Management will eApect you to divide your financial assets 
into asset types, which you wJll use to differentiate ho"' you conduct transactions. Here 
are some examples o t standard asset types that are recognized by the system: 

• Loan~ 

• Securities 

• Time Deposits in the money market 

The system 1s customized to suit the range of financial assets likely to be held b\ each 
compam 

Types of Investments. Each type of asset will include a range of investment types, each 
of which can be pro\'ided with a customized transaction procedure that is adapted from 
the standard procedures suppltcd with the system. Bonds which are fixed income securi­
ties. \'ariable income securities, zero-coupon bonds, and equities are examples of invest­
ment type'> which have standard procedures. The different types of investment are 
differentiated in this way because they can affect the liquidity and profitability of the 
compan\ in different ways. Fin.incial asset transactions can be tracked by calling for 
reports which are sorted by status, such as offer, reservation, agreement; orb) type of 
business transaction, such a'\ purchase of securities or prolongation of time deposit">. 

Loan Administration. The asset type "loans" is further differentiated by type o f invest­
ment to make for more effective processing. The list o f loan types will include the 
fol lowrng: 

• Loarh receivable 

• Loans payable 

• ln5tallmcnt loans 

• Annuit) loans 

Loam can benefit from the fle\ibk business functiom of the SAP system because their 
administration is conducted b) the H-FA Financial Assets Management component 
which ll'>l''i the basic system together with any other applications that are 1nstalled and 
wntigurcd to interact \Vith it, 'lUCh as H-CM Cash l\fanagement. The main business func­
tiom and data ohjects that take part in the administration of loam are as follow5.. 

• Ba..,ic contract 

• l>hcount management 

• lnll:rc'it plan and the amortization of principal 

http:/ /www.mcp.com/que 
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• Flexible value dates 

• Automatic pmtings 

• Cash management forecast 

• Reporting 

• Word processin~ and Jutomatic correspondence 

Planning Interest and the Amortization of Principal 

Standard conditions of interest and amortization are made available by the system. You 

can call on them to be applied to a particular loan or group of loans tor which you have 
established the amount'> and the payment regime. 

This loan plan can be printed automatically as a letter. 

The plan of interest and amortization of principal will set out the followmg amounts and 

othu features in a le~al format acceptable in the country to which it will apply: 

• rixed or va riable interest rate 

• Prepayment o r additional payment 

• Term of loan 

• Calculation of dfective dJte of interest ba\ed on the paymentc; acrnrding to the 
Joan pricing regulat1om. or other procedures in cases of international '>ecurities 

trading 

• ( alculatiun ol a nnuilies or principal amounts 

• Commission du~· for onginat1on of tht> trJmaLl1on 

• Currc:ncy arrangemt>nts 

When a plan of int<:rl·'lt and amortization of principal has been approved and the dt>ta11<. 

art> e\tahlished in thl• S \P \ystt:m, there are wwral p<>'l<>ibilities. Thl' loan adminhtrator 
can set up command\ for <llltom<ltic exeu1t1on, or 111itiate onltne any of tht> tollowing 

activittc'> which can a<ld value: to the loan irwt><itnH.•nt: 

• Accrue intc:rc:'>t to 1><irticular peri<>tl<. or oth1.:r accounting suhht>.iJing. 

• Post intl'n:'>l ;rntc111it1t1cally. 

• Plan amount\ hy pmting tht>m to th<: tippropri<ltl' (ontrol accrn111h 111 till' Extc:ndl'd 

(1cnl'ral l.1.:dgL·r. 

• Revalue: loar1\ in onl' or more.· lorl'ign currL'mil''>. 

• Reµort balances u-.ing a flexible formc1tting '>Y'>IL'lll. 

• Update th1.: rnsh flow plun for intl'Tl''>l and amortization nl JH111ripal. 

• Print account '>talemt>nl~. 
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If you have installed and configured the Cash Management system, your forecast of li­
quidity can include and display all the planned nows of payments of interest. repay­
ments of principal. and payments on expenditures. 

\Vhen a change of your liquidity occurs, such as when a balloon payment or a payment 
of interest is received, the system will update the cash flow plan, and the Cash Manage­
ment data when you post the transaction. 

Securities Administration 
Securities are bought by a purchase order and sold, fully or in part, by a sales order. These 
orders always refer to the securities master data records for the details, so that data integ­
rity can be maintained. 

The master data records for securities can be updated from external data via a SAP stan­
dard interface. They can also be created and updated online or in batches. 

The master record of a security will contain information of the following kinds: 

8 Name of the issuer and a description of its business 

• Conditions attaching to this security, such as interest rate and arrangements for the 
amortization of principal 

• Classification of this security in terms of the types and groupings use by your 
company 

• Technical characteristics of this security, for example, whether it is tax-free 

The interest rate can be Yariable and linked to a J..ey rate which will be specified during 
Customizing. 

In your company, the asset type "securities" can be divided into the following invest­
ment types: 

• Bonds that arc fixed income securities 

• Variable income or noating-rate securities 

• Zero-coupon bonds 

• Equities 

You can be authorized to add investment types to this list of Security Assets. 

Securities Purchase Orders. From the securities master record. enter the relevant order 
data and the amount. Any currency can be selected to denominate securities; the fees, 
interest, and repayment of principal can also be expressed in any currency. 

The system automatically calculates any partial-period interest and fees incurred in the 
form of commission, foreign exchange, or other charges. 

When you purchase a security. the system will take up the plan for interest and amorti­
zation of principal, and maJ..e the data available to Cash Management, where it will be 
part of liquidity planning. 

http.//www mcp.com/que 
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You can immediately view calcu latiom of the effective yield and rate of return. fhc SAP 

system supports calculatiom by any of the common methods: 

• AIBD 

• Braess/Fangmeyer 

• Moosmuller 

Securities Sales Orders. From the securities master rl'cord, enter the relevant order data 

and the amount. Securitie'> can be denominated in any currency. The fee~, interest, and 

repayment of principal can also be expressed in any currency. 

The system automatically calculates any partial-period 111terest and fees incurred in the 

form of commission, foreign exchange, or other charges. Immediately. the gain or loss 1s 

computed. 

When you sell a security denominated in a foreign currency, the system can calculate the 

ga111 or loss separately from the gain or loss resulting from the currency exchange. The 

system will po-;t the currenLy exchange gains 01 lossec; to a profit and loss account desig­

nated specifically for that purpose. 

You ha\'e the optron to selell 111dividual 'aluation instead of total valuation. If you 

choose this option, you mu'>t match exaclly saJec; to purchases. Ga111s and losse::i will 

then be reported on the transaLtiom individually. 

Valuations 
A separate price table is ma111ta111ed for\ aluing selllnlies. Thie; ta hie conta1m the SO· 

called "book. value" of each securi ty It can be updated from extt'rnal sources. 

There are two moments for valuing ~ecurit1es-before) ou pnnt <I balance sheet, and 

when you sell. 

If you value your -.ecunties before you \ell, the halaJlle sheet will not take into account 

the unrealized profits and lm<:oes. You mu'>t define the valua tion rules for each balance 

sheet account in the general l1::dger You can have the va luation rule-; appl ied to each 

securtt), controlling this h) parameter'i which you set. Or you Lan <l'lk for the' aluation 

of an individual securit)' or for your entire portfolio. Capitalized feec; are m,1intained ,1., a 

separate item and can be rcleac;ed agaimt '>Uh<>equent trading. 

Managing Money Market Transactions 

Transactions on the money market are u<:.ually either time depmits or demand depo'lll'>. 

Fl-1-.\ J·inancial A<>c;et'> Man<.1gemcnt dist1nguhht"i between thew two typl''i . I he ... ystem h 

direct!} integrated with fl-( \.1 < a'>h \.fant1gement 

You can establish different procedure'> tor ec1ch type of monl'\ 111<1rk.et t1am<1ct1on. l he· 

status of a tramact1on and the· approval pr<>Ledurc·.., wil l control wllal happem at eac h 

stage. 
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Y0u e<111 determine\\ hie 11 '>la ff are restnLtt:tl to transact1om in c1 partilular currency and 

the f1\ed m"1ximum Jlllount the) L<lll pmt. 

(onfirmation letter'> \\ill be printed dutomaticall\ upon recording tr<.1nsact1om. 

The flow l1f a mone\ mM!...et lramaLtion entJils the follow1ng processes: 

• The hank publishes monev market data that <1re tramferred to your system and join 

the ba'>iL data~ ou hold on 'our bminess Jssouates and LUStomers. 

• When a transtKlion i-; initiated, the basic d.tta pertinent to the business associate 

and the monc~ mark.et product are aLcessed, and the decision on the amount to be 

bought 01 '>Old,., recorded on the tramact1on document. 

• I he tramaltion document is passed through the control procedure for appro,·al. 

• When 1t 1.-. relea-.ed trom control. there is an e.xchangl' with the bank to confirm 

the detaib of the tramaLt1on. 

• I he sdle or purcha'le is thl'n fulfilled b) an e:-.changt of documents. 

• Post111g the trans,Kt1on generate'\ 111ternal doLumentatwn wh1Ll1 can be revised 

111ternallv. 

Standing Instructions Regarding Time Deposits and Demand Deposits 

The \.\P rl-r,\ I inanual \ssets ~!anagemcnt '>)'Stem 'lupporh the common methods of 

paving interest. rhc lint1rKial data to complete th.: transallion are pro\'ided to the Lash 

~1ana~ement s\ '>tem "hen the cash i5 a\·ailable. 

If) ou wish to prolong the pc nod of a t11nc deposi t, the S) 'Item offer'I a function to record 

the prolongation with all the data, including the amount invested .rnd the ternl'>. 

Arrangements to mah· regulctr automat1L tlCLruals ot the intcre'>t are '>lr,1igh tfomard. It is 

'>lc1nddrcl prallice to '>Ct up regular toreign curren<..y valuation'> of inve'>tmenb in the 

1110111..>) rndr!...et and ll'>l' the hcuging system to cover busines'> risks in foreign rnrrency. 

The value of Jemand deposits Lan be trt1L!...ed b) setting up a Lurrent ,1cLount, one for 

each dcpo'>it 1f necessary, into which you have the sy-.tcm enter the new interest rate-; 

dail). )ale'> or purch.i'>e orders tor these demand deposits arc posted to this account, and 

the'>) 'Item prints conl1rmation letters automatically 

Contro lling Transactions in Financial Assets Management 

Tramt1L11ons 111 11-fA r 111anc1al \\sets \lanagement are identified by the natun.> of the 

bu-.rness tran'>ai..tion and by the status or milestone reached 111 its progress. 

!·or l'\illllple. cl t1amaL1ion can htl\"(.' been '>elected frnm a lrst because it concerns the 

pur<.:lltl'>C of '>ecuntie'>. \nother tramaction might he a matter of prolongmg a tim~ 

dcpO'>I t. 

http 1www.mcp.com/que 
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The '>Latus of a financial asset transaction can be expresseu 111 d ifferent wt1y'> for different 

types of asset. A typ1c.al arrangement b to define status as one of a 'll't of rnde'> that '>ig­

nif) some or all of the following logical and busines' milestones: 

• New im·estment 

• lnquir) 

• Offer 

• Reservatton 

• .\greement, conclusion of negotiatiom leading to a c.ontract, and scheduling 

arrangement 

• Partial payment 

• foll pa) ment 

• Planned interest and amortization ol capital 

• (on tract prolonged 

• ton tract ended 

l:,ach new form of 11westrnent may l'Iltail <le'>igning or adapting a sequence of data entry 

screcm. You may need to change some of the parameters th<ll control what appears on 

the 'lcrcem and how the entne' are to be processed 

The\ \P system ofter\ a suite of business programs that support an irl\'estrnenl tramac­

tion trom beg1nrnn~ to end. lhc proces\rng mutim:s Jre grouped <h tolkw.·., 

• Initiation, wh1c.h include'> inqutr) and offer prrn.edure,, \·\'ith internal controls as 

requ1 rel.I 

• Concluding t'>tabltshmcnt ol the contract h\ re<1ching agreement with the a'>snti­

ate and scheduling pa) ment' under internal control 

• Payment control 

• Planntng interc:'>t and dtnortization of prim:ipal 

• I.nding J contrat:t or prolonging 1l 

Internal Control and the Separation of Duties 

You han~ the option to define: your m·vn metl10d'> of 1ntc:rnal control over finttncial <l'>'irt 

tramactions You rnn '>pecil\ that .111 Jll\'e'>tnll'llt I'> n.·\ ll'Wl·d ll\ a 1111111111um nl l'A<> or 

c:vc:n three per'>om, L'dl h of whom nw-.t Larry, in h 1<; or her Pl'rsona I lllJ<.tL·r d,tt,1 fi IL•, t hl' 

authoritation rn:cc:..,s.ir~ to perform the roll that ha'> hel'n dl'1,1gnt1lL•tl for th1-. l\ pl' ol 

in\'1:~trnent apprm al. 

Limit'> for each cmployc:e who might U'>e lhl' '>)''itc:m .ind l'.11. h Lttric:nty \\'ill hl· impo1t,111 t 

component'> of thc: ,1utornat1t Lontrol prmedurc:'i ,1ppl1cd h~ tlw 'l)''>tl'm. 
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,\nd vou will pwhJbl~ w.snl to r>r<:VL'lll proccs'>ing of an invc~tmcnt trans<sction from on e 
'>tu tu'> tu another until the details ha\'t' been scrutinilc<l and the.: trJ11'.al11un marked for 
release tn the ne:-..t statm .ind hcn<.l' to the subsequent t1Ltiv1tie'>. 

Interaction w ith the Cash Management System 
When you are setting up a new transaltion in H-FA Financial f\sset5 Management, you 
can record the plunned dt1t.i in the Fl-Ovf Cash Management sy'>tem. For example, if you 
are granting a loan to an employee, you can ha\.e the amounts planned and the antici­
rated <lates automaticallr transferred to the Fl-Financial Accounting system ,1nd po<;ted 
w the FI-GL}.. Extended General Ledger. In the case of granting a loan, for instance, the 
stages of the entire tramaction could be pmted automatically: 

• Disbursement 

• Minimum deposit 

• Amortization of princip;\I 

• rnterest income 

Automatic Correspondence 
fhe standard business tuncti0m ot the )Af' system will be available to generate corre­
spondence on behalf of the Fl-FA Fi rHrnual Assets Management 'Y<ilem in such matters a'i 
the following: 

• Cover letters 

• Balance confirmations 

• Account statements 

• Interest payment plans 

You c:an also automat ically conduct correspondencl' by fax nr tl?lcx. You may wish to use.: 
\.\P1,cript to LU!>tomizl' vour uirn.~spondcnce with indiv1c..lual bu.,iness assmi.ites or 
groups of addre!>st:es. 

The tunctiunality ot ~APmJil will be on call to keep track of key dates and to monitor 
)'Our investments. 

Fl-LC Consolidation 
I his )AP component is also referred to a'i Fl-1 C Legal Consolidation. 

l cgal consolidation i~ the process of combining the financial statements of two or more 
111d1v1dual c:ompanit'> tu produce a consolidated financial statement that complies with 
ll'gal fl'Cjllifl'Jl1l'll(S. 

I Ile legal rnmnlidatcd tinanciiJI -;tatement can also be '>upplemcnted and used for inter­
n.ii 1nforn1<1tion purposes. 

hllp./iwww rncp coml4ue 
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Consolidated fi nancial statements arc often required promptly, yet they often have to be 

assembled from incompatihle data communication protocol<> in a software environment 

which is, to say the least. heterogeneom. Cxtra details can be required, and there can be a 

need to validate the data. 

The purpose of the SAP Fl-LC Consolidation module is to optimize and automate the 

consolidation process. The tollowing additional functionalit) is offered by the module: 

• Integration with the accounting software used bv individual companies 

• Automatic and reliable transfer of data from the individuc1l financial statements 

• Integration of internal and external group reporting 

• Multinational accounting functions 

• Standards for processing representations of organizational structures 

The method of H-LC Consolidation is first to prepare the financial data in each of the 

indi\idual companies, and then to effect computer integration. 

The Tasks of Consolidating 
Preparation entails the following operations: 

• Matchrng the individual company chart of accounts to the group chart of 

accounts 

• Eliminating intercompany Pa~ ables and Recei' ables, revenue and expenses. which 

anse because mdi,·idual companies in a group enjoy a 'anety of sender-recipient 

relationships 

• Recording acqu1s1tion year~ for historical currency conversion 

• Consolidation of 1mestments 

Computer integration is relatively straightforv.,,ard if every individual company has in­

stalled and configured only SAP applications. In this <.ase the) will share a common en\'i· 

ronment of standard documents and data objects controlled b~ c;AP standard business 

process software. 

lf one or more of the md1v1dual companies uses a software sy')tem which can communi­

cate with one of the interfaces supported by SAP, there are programs to facilitate the 

transfer of financial data. 

If one or more of the individual companies has been in the habit of using only paper 

forms and ledgers for accounting, there obviously has to be a stage of data input to c1t 

least a personal computer '"'ith a meam to convert the data to a medium suitable for 

transfer to the SAP FI-LC ( omolidation sy.-,tem. ·1 he .tlternati\ e of last rc'><>rl 1s prnbah(\ 

a conventional mailing ot the data to the head office ol the hmt rnmpany,..., here a S \11 

R/3 workstation can be used to reenter the data. 

261 
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Standardizing Entries 
1 f the illLOUn ttng pr<1ct10;'.-. 01 .ir1 1nd1\ ILhta I lom pa ny do not <KLOrd com pll?tel )' with the 
ba~is L11nsen tor presenting the cnnsoliJateJ fi1w11dal .,tateml!llh, il is pm..,1hle t0 ac­
count tor the differt·nces in aniounh h\ m,1king .1 ..,tand.in1l2ing t•ntry which is posted to 
a head office acwunt de-;ignared for thi5 purpmc. l he'ie entnec, are c;tored in a separate 
file. 

Currency Translation in Consolidation 
There are three basic method., meJ in the Ct,moliJation ot group J.ll'utmb· 

• Reporting date method 

• ~lodified reporting date rnl'thod 

• Temporal method 

Groups of items in the balanLc 'ihtet anJ profit and lo'>s '>tat<!ment are conwrted at one 
of three e:xchan~e rate.,: 

• Reporting date rate 

• A\'erage rate 

• Hi-;torical rate 

Fl-LC Ct>molidalion can translate any item'> at any rates and U'\c am of tht method'> for 
any ot thl· 1nd1' idual compantt.'5. I here arc several prohlcms fm whit 11 Lhh program 
provide-. 'IOI u tion ... : 

• E..\changl' differenc..e.., between the dc1tc ol the tran ... action and thl' d,1k of the nir­
rency conver'>itm 

• Rounding difference'> 

• rile <J'>'lel'> hi~tory '>heet will hl· u'>1ng 1.i(l''> c..unl'nt un thl· 1epn1 l1ng date 

• It a tr.ima<.:tion differenll' is po'tteJ, the previom tr.1ml.1lion ditterl'nll''> "ill h.ive 
to lw r<.•\'l'T\t'd. 

Eliminating lntercompany Payables and Receivables 
1·1-hnancial t\cwunt1ng will climmnte 1nlercompany balt1nCl''i h)' l>pen 1\l'lll only 1f l'dl'h 

t1ading partner has been markl'd in the vench>r ma'>tcr record \'nu mu..,t ,11-;o ~·n'>llH' that 
till' rcport111g procedure'> mform the UH1'1<ilid,1ting JepMtmcnt ot the number-. ot these 
t1ad111g partner..,, a t kti\l on the item-. wl11l11 rdate lo intercomp.mv f'.1 vabk'> <1mt Rctei\'­
,1hk''>, n.'\l' rllll''> and <.·xpl'll'>l''>. 

I Ile law 1equ11C'1i th<1t Jll 1nl~'11.nmp.uw bal.1nct•.., lw vliminateJ hclrnt• prt•wnting thl' 
h,d,inct· "hcet .tml pmli t ,111d lm<i <it,1te111e11t. ,\lJ possible pam ot ind1vit.luc1J rnmpanie'> 
11111\l hl: i11ve..,ligall'd lor 1..·v1dl'llll' that thl'y havl' hl'en trading with each other 

httr.//www mer com/qu~ 
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In practice, significant differences between the way individual companies keep their 

records can make complete elimination impractical. 1 he most frequent causes of disc.rep­

ancies in elimination are as follows: 

• CurrenC) translation ditfcrences 

• Differences in the timing of entries for goods 1n transit between individual 

companies 

• Specific reserves set aside for doubtful accounts 

• Liabilities that are not acknowledged in the records 

The cause that is most difficult to handle is currency translation; the others can usually 

be resolved b} applying corporate policies in a thoroughgoing manner. 

If the individual rnmpanies have installed and configured S \P accounting applications, 

there will have been automatic dual currency accounting, in which every transaction is 

documented at the time in both the local currency and the currency designated for all 

transactions in the group. The FI-L<... component will allow you to trace any currency 

translation differences between the local currency at the prevailing rate of exchange and 

the transaction currency. An exchange rate difference correction can then be posted in 

the balance sheet account designated for this purpose and thus brought into the consoli­

dated financial statement. 

Consolidation of Investments 

When you are usmg Fl-LC Consolidation, you can say which col1\olidat1on methods are 

to be used for subgroup'> of individual companies. 

For e\amplc, step consolidat1on first consolidat<!'> each accounting urnt within e\·ery 

subgroup separately. Subgroups at the same level of the organizatmn arc then consoli­

dated with each other, and so on until the final comolidat10n yields the financial infor­

mation for the group as a whole-the top level, a'> it were. 

Simultaneous t0nsolidat1on treats c.111 acwunting unih as equals under the head office, 

and performc; the whole <.onsohdation in one step. 

You can say what should happen if <.l1lfor<:nt 111<."thoLl'> pel<.I diff<:ring r<.·sult'>. Or you can 

u<1e these methods and opt10m 111 parallel. 

·1 he system will carry out c.,imultaneous comol1dation ming each ol the method'> chosen. 

applied lo calculated equity \hare.'> whi<.h repre'>ent the valU<."'> ot the 1n<.l1\ idual holdmg., 

I his 1s known as the matrix method. 

Investment Consolidation Procedures 

Fl-L( v..ill tc.1kc account ol an}- minontv 111tere\l\ in inve'>tllll'lll"i .ind arn hitld<.·n ll'\l'r\l'\ 

as 1t performs any of th<: followmg prnc<:durec,, 111 mmt 1nst.inu·'> ,1utom.it1<..tlly: 

• Hr~t rnmohdalion 

• Subsequent comolidation 
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• Step ,u:quisition ,1nd imJirect change'> 111 ownership 

• Increase and decrease in capital 

• Write-down of invc'>tmcnt 

• Lomplctc dl\·est1turc or partial dispo'>al 

• Tramfer of 111\·estment to a ne\\ O\\ ner 

The balance sheet and the profit and loss aLcounts are corrcc.teJ in parallel by the sys­

tem. Goodwill and hidden rt~'>erves are amortized. Auxiliary records are updated. 

E,·ery elimination entr) is c\plained clearly, wncisel} or Ill detail. at your command. 

The system meets the legal requirements for an asset h1'>tOr\ sheet and the special situa­

tion of equit) consolidations. 

What-If Versions and Forecast Simulations of Consolidation 

The system allows you to copy the consolidation data to a new version of the consoli­

dated financial statement.' ou c.an then edit certain rnntrol tables for the ne.,_,, \'ersion, 

so that a different method of rnnsolidat10n is used. For e:\ample, you may wish to see 

what would happen if valuation were done differently. or it exchange rate <lifferences 

were handled in another way. 

You can aho create a simulation of the consolidation process b\ usmg forecast data in 

place of actual financial statements data. \II the same mampulations can be carried out 

on plan data as on actual. 

Annual Reporting Requirements of Complex Companies 

The SAP fl-LC Consolidation c.omponent I'> the application of choice for analyzing and 

reporting tor large and complex groups. The following type~ of reports\\ 111 usually be 

required, at least annualh, but often on an ad hoc basis at dB} time: 

• Asset history sheet, reserves and special items 

• Summanes of Pavables an<l Receivables 

• Detailed information on selected items 

• Group or parent company comparisom 

• Sales by region or product line 

SAP standard product Fl-LC Consolidation includes predefined report speci ficatio ns that 

will sern~ most of these n:port1ng need'I. 

Special Re po rt Design. Small-\'olume reporb c.an be generated to \'iew onhne. to print 

or to .,tore u-:,mg the standard display control and item selection functions of the R/3 

Basis component. This fle\.ible type of mteractive reporting 1s a specific SAP technique. 

f.xtemi\ c consolidation report!> and audit trails can be sent to a printer or a transfer me­

dium. f'or e.\.ample. pre-comoltdated financial statement data for a subgroup can be sent 
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by online electronic means o r transferred to tape or diskette fo r passing to the next 

higher level in the group. 

rn addition. consolidated financial statement information can be directed to word pro­

cessing and spreadsheet facilities, where it can be attached to letters and p repared for 

presentation. 

Interactive Reporting. The process o f interactive reporting starts with a display of data 

that has arrived o n your screen as part of a warning or advisory message from some other 

part of the system, or because you specifica lly asked for it by calling for a search based on 

a range of parameters that you entered to narrow the possibilities. You might ask for 

items over a certain amount, for instance. 

When you see a data object o n the screen that interests you, it is possible to find out 

more if you place the cursor on it and use one of the function keys to show you what 

you want to know. You might want to perform a what-if analysis using a value or other 

parameter of your choice in place of the actual value used to compute the item on your 

screen. 

The following types of query <:an be readily initiated: 

• Derntls of specific items, going to ever-finer detail as you repeat your query action 

• Comparisons 

• Investments in companies 

• Transaction types 

• Stamlardizing and consolidating entries 

• Graphical presentations of selected data 

If }our system h integrated with other SAP application modules, you can gain access to 

the data recorded by them. r o r example, you will be able to inspect account balances 

and documents 1n the SAP FI-l'inancial Accounting system if your Fl-LC Consolidation 

component 1s integrated with it. If your installation uses the SAP AM-Fixed Assets Man­

agc:ment svstem. you will be able to see, and use in reports, the information in the acqui­

sition and retirement record!>. 

Your firnshed report can be readily drafted to show whatever combination of deta il and 

summary information best serves your purpose. 

Ratio Analysis. One of the important benefits of having an up-to-date accounting sys­

tem with a flexible reporting facility on a powerful computer is the speed with which 

complex husine!ls calculat1ons can he provided with the information necessary to ensure 

that they are valid. 

A frequently used outcome of busine<,s ca lculation is the ratio: a comparison between 

hvo numerical values obtained by dividing one by the o ther. 
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\ ralJO that compares one produc tion period with another c,111 be a U'>elul indicator to 

guide mlcrn.il management. The financial pm1tion of the company can be compared 

\\1th that ol J n\'al by means of one or more ratio-.. Ratim between 111d1\ idual company 

performance .md con-.ohtlated finanu<1.I statcment amount'> li.111 be u\cd to explain or 

amplify the annual report. 

Thi? rl-Ll falilities JllO\\ vou to define the same mathemJt1cal procedure for all thew 

ratio cakul,111om. but the actual variables and dota will dcpend on thc purpose and the 

'ersion numhu of the ratio calcula tion that you '>pecify when you call tor the re'>ttll. 

\uppose ;ou define your ratio calrnlation in two stages: 

• Specif~ where the information is to come from. 

• Specify how it is to take part 111 the calculation. 

Suppose, for <?\ample vou are interested in calrnlat1ng the equity ratio.\\ h1ch you ha,·e 

agreed to define as the ratio of equit) to total a'l'>ets. The information rnuld be gathered 

from three '>Ources. but onl) one will give you e.\actly wh<lt you want: 

• Equity(l J =Paid-in ( apital + Rcser\'es + l{ct<1.111ed l:.arningc, 

• Equ1ty(2l = Paid-111 C.1pital + Required .\cljU'>tments + Pension Rc-.crn?'> 

• Equityl3J =Total 1\-,sets - Total !Jabil1tic., 

• Equit\ (I) is in the language of a bu sines'> report. 

• Equ1ty(2J will app<?ar t>y Jaw on the balance '>heel. 

• Equityn1 is cxpres'>cd in the term~ U5Cd in Lost aLLounling. 

\our definition of the ratio vou want u.Hrcsponds to !:.quit\ ( ~l. fh1'> I'>\\ hat the.,, \tern 

\'ill use to Glltulate the ratio for whate\'er time pcnods or c.>rg.inizat1on,ll units \'Oll .ue 

intcre-.ted in. 

II you select an element nn your tlispla~. the '>\'>tcm will -.11m, \'Ou hO\\ 1t computed this 

clement; 1t \\ill displa) the indi\ idual \alue-. tl1t1t took pt1rt 111 the lt1ltul.it1on on J split 

-.creen. 

t\nd you can call for a ~D dhplay of the informJtion you ht1\ c isol.1tcd tor your 

ldltulations 

Periodic Financial Statements 

Unlike the annual comolidated tinancial sta tement. interim periodic financial stJtc­

mcntc; Lan be '>electi\'C in the information they report 
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You can flag each intliv1dual compam to indic;:ite its report111g category, anti you can 

adopt the suggest ion., of the W'>tem based on ratio thresho ld\: 

• Individual comµany intormation requi red 

• Data will be deri\ ed from prior periods (as plan data) 

• This compan) will be om itted from the periodic report 

Consolidation intendls ha\'e to be defined to r each subgroup of companies: 

• Yearly 

• Half-\·earlv 

• Quarterly 

• \-lonthly 

Different companies tend to post entries to accounts at different times of the accounting 

period fhe S\ '>tern elirrnnates intercom pan~ Pa\'able'> and Receivables, \,·\'hich balantes 

the una\'Oidablc: t iming differences. 

lntercompam profit., and losses can he eliminated by using information from the previ­

ous year's financial sta tements. 

The '>ystem automatically po'>l'> deprl'ctation accrued during the periods of the periodic 

comolidated financial stateml'nt. 

Options for Consolidation 

In the tormat tor an) ctccount balance, external o r internal, there arc two fields which 

can be u5ed to eliminate intercompan\ balances. You can extend thh fo rmat and use it 

to elimmate tramact1ons between companie-; and business areas \'\'ith sender-recipient 

relation\hip'>. It can aho be used tor detailed internal group reportrng. 

Becausl' the) \P system uses Lentral data adm1nistrat1on, simple valida tion will ensure 

that t·xternal and intl'rnal report<> use the s;ime data. 

From Here ... 
• 'I he ff-(,J. Genl'ral Ll'Jger and tht' fl-(,[ X Extended <..1eneral ledger -;y\lems mu'it 

he at the center of any m«nagtment S}'>lem. 1 herl' are manv '>pokes radiating nut 

trom this hub. and the most important of these is CO-Controlling, bCL<Hl'>e ii mer­

sces the collect1on of operating data and the pldnning ol value flows in the com­

pan)'. Sec Cha pt er 13, "Under<it.inding the C 0-( on trolling Module." 

• If you ar<: read) to plan the implementation of .i 5AP integrated bus1m·-.\ "Y'>ll'lll, 

then tht \ariou<, ( rov. \pplicat1on modules should receive your att('n linn < hc1ptcr 

28, "R/1i Bu'>inl·\\ Workllow Manc1gemcnt," and ( haptt•r 27, "J\BAP/4 Program 

Dt.>velopment \\.Ith tht R/ { Wofl.;henth "arc reuHnmended. 
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• If the detailed planning of a project, in whatever sphere, is uppermost in your 

mind, then Chapter 16, "Understanding the PS-Project System Module," must be 

viewed with close attention. 

• To see how the SAP methodology would work out in a particular indu5try, you 

should look at either Chapter 18, "Understanding the PP-Pl Production Planning 

for Process Industries Modules, " o r Chapter 22, "Understanding the MM-Materiab 

Management Module." 

• No doubt you have appreciated the importance of the human factors in business. 

Chapter 21, "Understanding the HR-Human Resources Module," should be given 

close attention by all. 
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Understanding the 
CO-Controlling Module 

The SAP R/3 system includes the CO-Controlling S) stem as an integral part 

The concept of business controlling includes the planning of values such as 

cosh and revenues which will appear in the financial documents. The perfor­

mance of the company has to be monitored and reported Ill relation to these 

planned ,·alues. Advice and information to monagement should be the out­

comt!s 

The implementation of the CO-Controlling system will entail specifying the 

details of which quantities and' alues 1re to be subject to planning and there­

fore to the subsequent monitoring and reporting functions. 

CO-Components 
The following components comprise the SAP ( 0-Controlling moduk, which 

is an integrated system for O\erhead cost controlling: 

CO-CC A 

C.0-ABC.. 

c_ 0-0P\ 

C 0-PA 

CO-PC·\ 

Lo'>t Center Accounting 

Activity-H<ised C mt Accounting 

Order and Project A1:.counting 

Profitability Analy'>is 

Profit Crntl'r Accounting 

The I J-(,LX Extended General Ledger uses <.tc:rnunt'> thJt are based on ..i range 

of sublcdgers that allo""' overhead cost anal)''>l''> from different point-. of view. 

For example, accounts ma) fOLUS on c:ost centl'r\, product cmt'> or .llt1\ 1tie'>. 

These facilitie'> are provided h) uc,ing the ~AP ( 0-( on trolling '>)'Stem as an 

internal accounting W\tem 

The implementation of a controlling tunct1n11 in an organ11..it1nn I\ t arriec.I 

out in a SAP Rn system in the following ph.i\e\: 

Defining the struc.ture of the organization in ll'flll\ ol llllih th<1t c.an hL· 

contrnlled 

This section will 
show you how to: 

• \.lake use ot the 
integrated 
~ystems tor 
cmting, pro­
duction and 
materiah man­
agement and 
human re­
\Ources to 
'>t1pport plan­
ning, costing 
and control 

• U~e the CO-
Cl A Co~t 
( .l'nter \c­
counting com­
ponent to }Ct 

up the mmt 
important pilrt~ 
ot vour com­
(lJn> a~ cmt 
center\ wh 1ch 
" II I keep 11.id. 
of their own 
co\t~ ;ind re\ -

enuC\ tor hU\i­
lll'\\ pl.11111111g 
,ind nmtml 
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Sett111g up information llows thJt can monitor the performance of the controllable 

units 

Running the controlling..,~ stem through cyllcs of the controlling tasks, which are 

repeated at a frequency suited to the type of business process 

The R/ 3 sy<>tem integrates all these phases by offering standard business programs that 

arc fully integrated with each other. If you install the system in your company, the SAP 

Customizing procedures will prompt you into selecting the !unctions that match your 

requirements. You will also be 1m 1ted to provide such details as the specific terms and 

names of worl-. units to that the svstem as implemented will be an accurate represen ta­

tion of your company 

The structure ot a business orga111nition can be seen from different points of view. One 

company will see itself as a group of complete and self-sufficient units reporting to head 

office; another will think of the main functional areas, such as procurement, production, 

sales and marketing. 

In order to make use of a fully-integrated system and exploit the value-adding hrnc­

tionalities available in a modern, computer-based 1mtallation, it is necessarv to define an 

orga111zation 111 terms of a detailed structure of cost centers with specified relationships 

between them. 

The ~AP R/3 system with the l.0-C.ontrolling component gives you the functionality vou 

need to capture the structure of your company in the form of a comprehensive cost cen­

ter plan that clearly delines the responsibility structure of your companv. When you 

have such a structure, the system will use it to run all the controlling !unctions 

lhis structure has to be rich enough in features to capture any type of organiLation and 

express it in a form that can be used by the computer system to carry out automat1cally 

as many of the necessar) operations as possible. t\nd where automatic operation is not 

possible or not required, the system should be able to provide as much support and guid­

ance as possible and make the work as efficient and effecti\ e as circumstances allow. 

Business Planning and Control 
In accord with the basic divide-and-measure approach to business control, it 1s useful to 

differentiate the operational controlling systems from the tunct1onal controlling systems. 

The operational controlling systems are provided with SAP R/3 components to support 

the lour operational tasks: 

Capital investment controlling, w h ich tramfers activities to be capita lized and used 

to calculate depreciation ant! operating profits 

hnanc.ial controlling, which monitors and plans scheduled payments from projects 

and orders 
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Funds controlling. whilh sees to the procurement, ll\C, and creation of funds in all 

areas 

Cost and profit controlling, whilh monitors the costs of all company activities 

The SAP Approach to Alternative Cost Accounting Methods 

The SAP R 3 standard businec;s functionc; provide all the functionality needed to support 

most modern cost accounting systems. 

The main differences bet•Ncen costing concepts arise in LOnneltion with the scope of the 

costs they include and the structure of the-.e costs with respect to the OQ~anization struc­

ture. There are , ·ariations in the use of standard \'ersus actual costs, and in the allocation 

of costs direct!) to the prodUl:ts or serYices, in rnntrast to allocating them to overhead. 

Methods ma) also diffrr in the relat1onsh1ps between cost center activities, '>uch as in the 

use of primarv costs. cost components and secondary co'it breakdown 

The following cost accounting methods can be accommodilted in the SAP R/3 system: 

Attual costing 

Static and flexible normal costing 

Static and flexible standard costing 

Variable direct costmg 

Act1vtt1es and sen ices costing 

runctional costing 

You ma}' whh to take a step-by-step approach to the implemcntaticm of cost control by, 

for e.xample, ming actual co'>tmg and collect1ng the primarv cxpemes in the cost centers 

b} allocation ,rnd perhap'i lakr, automat1cJll\ by direct postrng. 

Progressive Implementation of Cost and Profit Controlling 

The modular '>tructure of \Al' R/ ~ appl1cat1om 1s designed to allow you to move progrc•.,. 

sivel> acrnrding to the developments and requirements of your company. I he applica­

tion module\ are discus'>ed in a c;cqul:'nu• which is 111 accord ~\ith this concept of 

progrec;sive implement,1tion. 

Cost ele1m•nt accounting i\ .i c;tandard approach which 1s integral to the Rn '>stern. 

Funcliom arc· predefi ned to create and maintain cost Llcment ma.,ter data and calculate 

imputed cost element'> I he Rn system ran mediate the importing and incorporation o l 

posting data trom external sy'items. I hc·re i<. full reporting on cost element'>. lndiviclut1I 

busine<o'> transactions arc \tructurcd, recorded, assigned and reported m111g thL• Fl-l.l 

General I edger profit and lo-,, .iccotint '>lrudure. 

CO-CC AC mt (enter Accounting ha'> to pl,111, monitor, control .ir1d '>etlle ,ill bm1ne\'> 

activitie'> and re<iponsibil1t1L''I . It has fu11Llion~ to create and maintai11 r<>'>t lcnler llhl'>tt·1 
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d..it.i and tn .1cu.•pt or nwdih definition'> of -.tathtical ratio">. (o<;t center postings and 

tr...tnsfers h,1, c- their speualizcd lum llom, a'> h.1\C distribution, asses .. menl and allocation 

bet\\'een cmt centers l'rnn.ir~ cost elements can be used in the planning functions for 

crnt center-.. the user LiHl ddine the '>Creen and printed report layout formats from the 

rnst center rt•porting "'stem. Planning tunctional dependencies and the detailed plan­

ning of cost tentcrs are -.upported b) the C..0-l CA Cost Center Accounting component. 

( 0-.\BC Acth 1t~ Based Cost Accounting is used to cost the 111ternal flO\'- of activities 

''1th funct1om to plan, evaluate and allocate 

CO-OPA Order and Pro1ect Accounting is speci,1lized in the tasks of planning, monitor­

ing and '>ettling the act!\ itics, service'> and proce'>ses that ta"e place as the result of inter­

nal orders and projeLt'>. 

CO-PA ProfitJbility An,llysis 1s required in order to report on comple\. sales organizations 

and complex product hierarchies. In S.\P R/3, results analysis is conducted using the 

rnst-of-sale'> approach orb\ period acrnunting 

The Controlling Area Concept 

lhe startmg pomt and method of na\ igating through the details of a controlling system 

are a structure made up of units and links. This structure is stored in the ~AP R/3 system, 

and can be impected in \'arious \\il\ s, including a graphical representation The structure 

mJy be the same topological network as the management structure, each le,·el ot manag­

ers being re'>pumible to more senior managers on the level above. Traditional organiza­

twns in bus111ess tend to ha\e a pyramid structure rising to the owner on the pinnacle. 

GO\ ernment ...1nd militan organizat10ns are notorious for h<l\ ing \t~T\ tall pyramids. 

t\ loJern, small companie\ in the high-tech domain are notorious tor hJving \en flat 

-.tructures, \'Crv tew layL·ro; of management and d boss who is ready to speaJ.. to <inyone at 

almost dl1\ turn~. 

!'he logical 1u'>llficat10n for any l) pe of structure i'> based on the dem,1m.ls placed on 1t by 

e\:tcrnal urcumstanct•s <ind by the ncl'd for the owner to c\.crl <>ome rnntrol O\er it. 

l'he controlling area of the owner 1s perhaps the manag111g director or the chief executive 

otfkl'r This person has il controlling area ot the\\ hole com pan). The department heads 

ha\e controll ing areas defined by the territory of their departments; or perhaps their 

controlling areas an: better specified by the ,1cti\'it1es for which they arc responsible. 

rl1t> SAP R/ ~module CO-Controlling holds master data on the controlling areas that you 

h.i\c decided to establish for your compan). These may correspond exactly with the 

department'> that exist allcady, but II you are looking for a method of adding value to 

intormation Jm1 material as they pa~s through vour company, it would be prudent at 

ll'.t'>t to comider other \\ <l\'S ot sett 1ng up controlling area'>. 

Wh<1t you will he looking lor are profit centers that can be controlled on the bas15 of the 

111l'il'lurec.I profit thev lOntnbute to the com pan>. One or more of these profit centers will 
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constitute an area of respon sibil ity that will be a proper subject for the application of 

controlling area discipline. 

The conceptual tools of area controlling include the following: 

Cost center-thi!> is defined as a place in which costs are incurred . It may be a unit 

within a company, distinguished by area of responsibility, location, or accounting 

method. 

Order-an order is an instrument for planning and controlling costs. In a business 

envi ronment it will be a document. In the SAP environment it will be a SAP Docu­

m ent, which has a standard set o f constituent parts and is subjected to strict inter­

nal control by the computer system so that it can take part in the legal 

requirements o f an audit trail. 

Project-the defining characteristic of a project is the fact that it has to achieve a 

certain result in a specified time without exceeding the budget a lloca ted to it. 

There are many types o f project: capital-spending, research and development, engi­

neer-to-order manufacturing, investrnent program, data processing and customer 

pro1ect, for example. 

Cost object-whatever work. is undertaken, whether planning, controlling, inform­

in g and so on, there are fea tures that ca n be used to focus the computation of 

costs. The cost object need not be a real object , and it needn ' t really en gage in any 

act1v1ty that would consume resources or generate revenue. The cost object is a 

convenient conceptua l destination that can appear 111 the accounts with accrued 

costs or revenues. 

Market or business segment structure-the control of a business m ay be improved 

if in formation is collected about part of it; for e \ a mple, the sale o f certain products, 

111 a specified market area, over a range of accounting periods. ,\no the r example of 

a segment would be the value of the raw material!> in each of the po!>sible locations 

where the capaci ty for additional production could take place. 

In logical te rms, a controlling a rea is defined O!> a set of accounting units wi thin an orga­

nization that all use the same cost accounting con figurallo n . Normally the controlling 

area is coextensive with the company code, which usuall) stands for an 111dividual com­

pany in a corporate structure. for cross-company cost accounting, one controlling area 

may be assigned to cover the areas of respomib1lity o f more than one tompan y code. 

These conceptual too ls have been efficientlv p rogramm ed into the SAP '> tandard businec;\ 

processes 111 the most useful of forms, the generic form, which you can customize to lit 

your particular circumstJnce I or example, you can record 111 the master data how )'Ou 

want to define the busine'>'> -.egments and how you wan t to \elett which tn'il object\ to 

monitor An d you can say how order~ and projects will hl' a'>signed to co'>t u·ntcr'>. 

The CO-Controlling module will actept your requiremen t\ and Jelivcr a !IL•xible control­

ling system that fits your compam· 
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Connecting Financial Accounting with 
Controlling 
\t the heart of l'\'l'f\ ,1twunling W'>tem lllll'>t be the general ledger, and the 5 1\P system 

is no C'\cept1un ·1 he 11-1 inanu,tl \ctounting module serves the fl-(, L General Ledger. 

The common Lhart of Jccounh <.onlains all the atLounts a\•atlable to a compam'. Every 

company. anJ therefore l'\'en unit iJcntilied b) a compam code, mu\t be assigned to 

the common chart ot aLcount<> 

The concept of the Lontrulling Jrea is integral to the internal controlling runctions. Each 

controlling area is ,t'i'>igned to the common Lhart ut acLount'>. 1 his ensures that every 

transaction in each arl'J is posteJ to an acLount in the common chart of accounts, and 

will, therefore, be rewnclled and thus take part u1 the financial accounting that pro,·ides 

the balance '>hcet .ind prolit and loss accounts required by law. 

The CO-Controlling S)'ltt•rn uses the Fl-C.,l General Ledger .IClOUnts uirectl). In particu­

lar, it uses the 1'1-GL lseneral Ledger profit and loss account\ as primary cost and revenue 

elt>ments. 

With certain exception">, the C O-Lontroll1ng system needs no separate reconuliation 

with the FJ-(il c.enerJl Lcclger ,tnd its subledger accountrng svstems I he exLeptions arise 

if you use the ">pecial teJture ol C.0-Controlling '"h1ch manages imputed costs or accru­

als. ( 0-l.ontrollmg allows you to ueate imputed co\ ts at a level ot detail other than thi.H 

used in fin<1n<:i<1l account111g: you can record cosh which h<ive no equivalent. or han: ..in 

equl\alent \\ilh a ditterenl ,,due. 111 the account\ ol linanci.11 ,1ccounting. These inten­

tional clifferences Cilll be reconciled .ind cleared b) ming the LO-Controlling lunct1om 

provided tor this purpost•. 

Sewndary cmt ekmcnt<. are maintained l1\ l.0-l on trolling in ,1ddition to the primary 

accounts of the 11-(,( lJeneral l t>dger. l Jfr, constitutes a tWl)-lt:vel s~'>lcm of accounts: 

each level rec.urds accounting data using ,1 different uegree of det,1il. 

Howe\er, thl· e\lra detJil<, marnta1ned b\' CO-Controlling in the secondary cost clements 

are 1 n tegratcd w1 th thL' I 1-G L C.seneral I edger accounts by meJm ot the rnn trolling areas. 

'"h1ch are reprc':>entcd in the common Lhart of accounts. In attor<lanu.> with <JAAP (Gen­

erali} \ccepted \ccount111g Prinuples), it is poss1bk to trace an) transaction pmted on 

the general ledger down through the contrl)lling area and thence to the cost center, 

which will be holding ,tll the detail-. ol the cost clements which were used to compute il. 

fhe ,,1lue flow 111 the '>llhlt.!<lger'> nl tht:' 11-GL General Ledger is ,1lwavs reconciled \ia 

t:.peu.11 reconctl1allon .iccounb. You can always andl}'Ze data into '>ummJries using these 

accounts, wh1<.l1 will give you such reports ,b month!\' debits and crcllits, account bal­

ance'> and 'lo on, <md \ ou can 1mpect intll\ 1dual business trJnsactiom \\ ith th ts kind of 

funtllonalil}, yuu Glll ~ubstant1.ilc any ol Lhe value., shown in your trial balance. 

II vou ha\'c imlalled <1nd contigured a S.\P application sucl1 Jt:. CO-Controlling. you will 

ha\l' <111 t1dd1linnal and parallel \\il) ot lool-..ing at the' alue lluws in your organization 
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But because the system is fullv integrated, you will 1-.now that the values and value tlow~ 

revealed by thl' external accounting documents, the balance 'lheet and the profit and loss 

statement are hill~ ruonciled with the \'aluc flow'i that are uncovered by your paral lel 

internal accounting c;y-.tem, implemented using the '>tandard busim•s\ funLtions of the 

SAP CO-Controlling module. 

You will have a fresh way of lool..ing at how the value'> change by doing busmess. 

The Value-Adding Process and the Role of Cost Objects 

ln simple terms, a cost ob1ect I'> something that incurs costs: two ot them cost twice as 

much; ten of them coc;t ten tune'\ ac; much. 

A particular co'>t object can be declared to be 111 a m..irket segment b) entering it in the 

ma'>ter record of that '>egment. 

Thi~ w~t ob1ert could also be identified in the processes of inventor) accounting. 

~cost center will be charged o\·erhead, because that is where the cosb originated. o, er­

head pmted to that c..mt center will then be transferred to the cost ob1ects that are the 

responsibilitv of that LO'it center fhe proportion of the overheau allocated will be ac­

cord111g to the quantitks of lO'>t object\, orb) '>ome other rule. In thb wa) the cost ob-

1ect ht1s to bear a share of the 0\ erhead. 

Re\enues and sales deductions are reported in the relevant market segments and profit 

center'>. 

You can use ptriod accounting at prol1t center level, incorporating changes to the inven­

tory in the period.' ou can abo use CO'>t-ot-'\tlll·s acunmting at the mc1rket segment le\'el. 

·r he cmt object method enables an ac.uuate '' 'tem of accounting thJt will help you 

control the \'alue-ac.lding bustness pmlt''>Se'> ol your Lompan) 

Integrated Planning and Decision Support 

One ol the important deus1011\ to be: made,., often the product ml\. 'rou want to mt1ke 

sure that you optimi7c the contribution ol <.>ad1 product line to the profit margin. Your 

methoc.ls will includ'- ten tali\ L 'ari.itions in the plc1nnell production costs, which the 

sym:m will develop through the wor!,. flow'> ot vour or~a1111at1on to .ir1ive at the planned 

\alues in each of the Mea~ ol interest. You Ci.In displa\ any combination of pl.111ned val­

ues for any cost object nr wt ol object'>, right up to the pl.inm:d figures for the entire 

company 

fhis 1s integrated planning, i.llH.I it depend'> on the tollowing lunctiom which are pro­

grammed in the CO-< .ontrolling 'Y'tcm: 

Planm:d <t'>\C\Smcnt, dhtribut1011 .inc.I .icuuah nt imputc·d cm!\ 

f'lanned allocat1011 ol intern.ii d( tiviti<:\ 

l'lannec.J asse5smenl ot cmt'> rn1 order'> Jilli project'> 
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·r hesl' tunctions cannot succl'ed unle'>'> H>ll han~ provided the data or told the system 

how to find them. rhe S) stem wtll ':lllpport \OU in th IS preparation by guiding you 
through these essential t.1sl..s ,md perlorm1ng the nccessar~ calculations automaticall} 

wherewr posc,1 ble: 

Planning of cost centers 

Planning of internal orders and projcxts 

Determrning standard costs ot producto; for c,tocl.. production and for unit costing of 
customer orders 

Planning contribution margim and prolils in sales management 

Again, the S) stem needs informalion to help you in the development of rour plam, and 
LO-Controlling will provide the program'> to support the following preliminaries: 

Lreatmg the activity plan using the activities tor each work center and cost center 

Integratmg detailed planned sales quantities for the individual reference objects, 

induding assigned costs and revenue 

Dewloping automatic stt1ndard cO\l C')timates based on bills of materials and 

routings 

Reporting in CO-Controlling 

The SAP !:JS E.xecutive Information \yrn~m and the reporting facilities of CO-Controlling 

are fully integrated. Wi thin the SAP Rn rnmputer sy<item, the reporting facilities are 
highly flexible. Reports are ea')y to delim· for ad hoc purposes and to maintain as n eeds 
change. fhe content and forma t are\ irtual l ~ unlimited, aml can be differentiated by 
user group'>. 

Reports can be stored, recalled and processed hy the SAP graphics presentation compo­
nent. 

Onll111..' na\'lgation facilities mal..e it et1sy tor you to switch between report formats with­
out losing the focus of your inqu1n. f·or e\ample, you can select an item on a list and 

use the function keys to call up a morl' detailed report on the item selected. 

Reports designed m the CO-( ontrollrng module are applicable to all its components 

Standard predefined reports are a\ ailable tor the following purposes: 

CompJring actual values with the planned entries 

C ornp.mng the performance ot d1tlerent cost objects, such as cost centers, orders 

.ind projects 

\o;<.emhling balance lic;ts and balances ot activities 

lll<ipccting individual line itl'lll'i 
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You can select a cost center and call up all the settlement object.. linh.ed to it. You can 

also trace the costs on each object back to the 1ndi\'iliual bus111es'i transactions which 

caused them. 

Integration of CO-Controlling with 
R/3 Applications 
All the information in all the R/ 3 applications which ha\'e been imtalled and configured 

is a\'ailable directly Am of thl 111format1on outputs of the s\ stem, from the ,rnnual sales 

and production plan to the indl\ idual planning steps an<l down to the planning and 

processing details of ind1\·idual orders. may be called upon b' the CO-Controlling S} .,_ 

tern. 

For example, standard business functiom are ,ivailable for the following tash.s: 

Using bUls of material and routings to prepare cost estimates for products and 

orders 

Updating a costing as production progresses b\ transtemng times and material 

valuations automaticalh as the} become a,·ailable 

Evaluating quantities used ol supplies and raw materials 

Evaluating semi-fi111shed .incl finishe<l products in stock 

Using cost-of-sales accountmg to pro,·ide an ongoing analy~is ol profitability based 

on invoiced sales quantities 

The success of a controlling function depends on the integration of planned and actual 

data at all stages and le\'els of the production process. 

Integration with HR-Human Resources 
Management 
Cost centers can be gi\ en time factors fur e,1cll ot their acti\'it1es h\ applying the meth­

ods of acti\'1ty-based cost accounting. Thl ) \P 1 IR-Human Resources \-fanagt·ment ~ys­

tem can transfer the planned pcr-.onnel cmts to the !'I-Financial .\ccounting and 

CO-Controlling modules. The dCtual. contirmcd. monthly personnel cost:> are updt1tcd 

simultaneously in both Fl-Financial J\ccnunting and the co'>! accnunt111g component\ 111 

CO-Control Ii ng. 

'I he personnel data used for salarie~ <ind wage payment<, an: the \ame a-, the data uwd to 

allocate personnel cost\ to orders <1nd pro1ccts: 11 R-Human Rl'\OUfLC\ pro\ Ilk'> hoth 

Cost Element Accounting Principles 
A cost clement is a class1tication code:. It 1\ a m,111dat11ry d<1t.1 ikld on trt1nst1ll1011' \\'hich 

imolve costs arising in a comp.111y rnde. Ith ml'rJ t11 labd and dillcrl'lllit1ll' the lollowing 

types of cost· 
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Direct cost elements for goods and services procured externally 

Jndirect (internal activity! cost elements 

There may be se"eral cost element types, based on a classification of cost elements by 
uses or origin, for example: 

Material cost element 

Settlement cost elements for orders 

Cost elements for internal cost allocations 

A cost element is also used to maintain a collection of information, in particular, the 
transaction documents that bear the code of the cost element and that have been se­
lected, for example, for a specific accounting period. 

Direct cost elements are maintained in the FI-Gl General Ledger master records. Indirect 
cost elements have no counterpart in the financial accounts, and are maintained exclu­
sively in cost accounting. 

The cost element concept ensures that each business transaction posted under a particu­
lar cost element in the CO-Controlling system is properly assigned to the relevant cost 
centers, orders, projects, cost objects and so on. 

Each material issue in MM-Materials Management, each invoice recorded in SD-Sale~ and 
Distribution, each external invoice in SD-IV Invoice Verification; each of these flows via 
the FI-GL General Ledger account to the appropriate cost or profit object. 

The expense accounts of the Fl-GL General Ledger chart of accounts are automatically 
adopted by the CO-Controlling system as primary cost elements. Additional primary cost 
elements have to be added to the financial chart of accounts to accommodate accruals 
and imputed costs. The aim is to ensure that all the costs incurred in a particular ac­
counting period and documented in the CO-Controlling system are properly reconciled 
with the general ledger. The method of establishing a default coding block cost element 
is also used to support this aim. 

Secondary cost elements are created and managed only in CO-Controlling. They repre­
sent value flows such as: 

Internal cost allocation 

Surcharge allocation 

Settlement transactions 

Cost Element Parameters 
The CO-Controlling system carries an extensive set of stnndard cost elements which you 
can adopt and edit for your own installation. There is a matchcode search facility to 
locate the one you want on the basis of a specific name or label that you have assigned. 
The matchcode search may also include values such as order number ranges and dates 
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that you define so as to narrow the field of your search. You can block out those you are 

unlikely to need. 

The standard cost elements will begin with certam parameters established, for example: 

Default coding block element assignment to the balance sheet accounts 

Whether quantities are recorded 

How costs are displayed in reports 

The system will log any changes you make to the cost element masters. 

A cost element group 1s a technical term for a set of cost elements used in conjunction 

with select records and to define lines and columns in reports. They can be used for plan­

ning purposes There are no constraints on how you combine and arrange cost elements 

into cost element groups. You can display the cost element groups in the form of a tree 

diagram. 

Accruals 
The accounting period most useful when controlling a business is seldom the same pe­

riod used for financial Jccount111g. To effect a reconciliation, it is necessary to use accru­

als which assign imputed costs to the financial accounting periods and under an account 

heading that indicates their cause. There are three methods: 

This is the percentage method. If the cost elements are 1-nown, you can build up a 

database from which to calculate the imputed costs for each financial period by 

allocating a percentage to each period. \nd you can do this for both planned data 

ilnd actual costs, by period and by cause. 

This is the plan/actual method. If no rel~vant h1storiLal values or quantities are 

available to enter into your base cost elements, you can make a plan or estimate of 

them across the relevant time periods and by cause. Then you can have the system 

poc;t the planned value-. ac; imputed costs and later make an adjuo;tment when the 

actual cost data become a\·ailable. 

This is the target/actual method. If you expect }Our costs to be directly related to 

the operating output, then you can use the tedrniques of acti\.it}-based cost at­

counting to arriH• at target values, which the system will post a'> imputed costs to 

the rele,·ant financial accountmg penous and causes. Again, vou must have the 

\}'Stem make an adjustment when the actual value<, can be obtained 

There arc other wa,·s of accounting tor imputed cost\ that entail simultaneous posting ot 

accrued costs to both r I-financial \ccounting ,111d C 0-C..ontrolling. Alternatively, you 

can establish imputed cost ohjc.•c. ts, which can be rernmiliallon CO'>t center\ or reconcilia­

tion orders. 

Price Variances 
The C 0-Controllmg 'lystem urn calcul<ite tile mnul'IH.l' of pricl' flultl1.it1om lor L'<tch 

posting tramac ti on. 1 he di ff ere nee wi II be dhplaycd a-. a v;i ri,1nce 111 I he SAi' Documen l 

recording the transaction. 
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rt1t.' S.-\P \1\1-\lateriJls \lanagement application can pro\'ldL the difference between the 

standard price of a material and the moving average price 

DifferenLl'S Lan also be computed between thl' actual cost to the cost center, and the 

\'alue pmttd to it from rl-l"inancial \ccounting as a percentagt" share of the actual value 

distributed Jcross a number of cost center<,. 

Reporting In Cost Element Accounting 

The tle\.ible 5 \PR 1 reportmg system allo"s vou to analyze rnst elements from any 

po111t of' 1e\\: 

B) 111dividual cost elements, co<,t element groups or subgroups 

By other rnst objects, such as CO'>t centers, orders and projects 

CO-CCA Cost Center Accounting 
A cost center is a place in'' hich cosh are 111curred because at least one actt\'ity originates 

there It need not correspond to a real place 111 the geographical sense· 1t ma) be a func­

tiondl unit th.it makes bus111ess seme. If one person does two different t) pes of worl.., you 

might find it helpful to place one type m one cmt center and the rest in another. The 

cost center is a unit ,,·ithin a compa11\" distinguished b) area of responsibility, location or 

spelial accounting method, and by alli\ ity-relat.:d aspects. 

All cost centers ha,·e to belong to a controlling area. lf there 1s more than one H-Finan­

ual Accountrng compan~ in the area, then you also ha"e to sa\' \\'htch cost center be­

longs to \\h1ch LOmpany by assigning a compan~ code to the master record for each rnst 

u:nter. 

Each cost center ha:; a defined \'al idtt) period, and all changes to the master record will 

be related to this' alid1t\ period. \ ou decide \Yhen cost center changes are to take effect. 

The cost center master record \Ytll indicJte b> parameters which tunLt1ons can be active: 

Will the cost u:nter master rernrd accept planning datJ! 

Is po..ting allo\\'eLI to this t.ost umter? 

Will the rnst center maintain open items? 

Cm qu~mtitles be entered on the cost center master rernrd? 

What blocking logic applies> 

\'\hat is the tq)L· of thh cost center" 

What i-. the cost CLnter currency? This ddaults to the area currency, but can be 

ch<mg.:d. 

·1 he· cmt cenkr conLept .tllcw:s tram.action data Lo be valtda ted against cost center mas­

lL'I'> a" ... non"' thl.') arL l'St.1blished, e\ln it CO-CC....\ Cost Center Accounting is still being 

i1nple1m:nted. 
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Lo<;t u.•ntcrs ma) he grouped 111 alternat1n· contiguration" whilh ma\ bl' Lhangcd Jl a1n 

tune. !he trnnsaLlion dJta itself i~ ,1lw,l\''.> i.l\Si~ned tn the rck"ant lO'>l Lcntl'r. ,\ltcrnativc 

cost tenter group' ma~ tnm?,pond to org.1111zJt1nnal tH funLt1on,1l dhlim lion' related to 

decisl()n-m.il.:ing. tkpartment.il or 1.:cmtrolhng rt·quirement<., 

Actual Costing 

\\hen pr1mJr) Co\ts art L'lltl·retl, You spctil~ ,1 cost tl'nler ,1., the <.Jestm.1tion in the cost 

accounting\\ stem 'I \I' R/ {will Jutomatitallv creale d ~AP l>(Kurnent to retord the 

transaLt1on and pn<;t 1t to the .1pp1npriat1? '>t1bledge1 o f th1.· f 1-G l ( 1em·ral Ledger. \t the 

~ame lime, C 0-Controlling '"'ill CJU\l' a \l'LOnd rnp\ Ill [le matll' tor ihl'll. 1 hus CO-Con­

trolling can be self-contJmed \l'l tltt audit trail • ., '>till int,1Ll 

The lollo\\'ing S \I' Jppltt.ttiom ,u1.· tutly integ1Jll'd with CO-LC.I\ l O'>I Center Account­

ing, .rnd m.n Jct w~ teeder '-)\tun\ '>l'l1thng aLlulll co'lt dala tll it: 

I J- \\I -'''et \lanagem('nt 

M\f - Maten.ii<. \:1anagl'me111 

l'I' - Production l'l.11111111~ 

l IR - I luman Rt-sources 1\1,1nag1?111l'llt 

I lw d.11.i from thl'Sl' lt•t•der "''h'm'> can lw med 111 < .iltulat1ng st,Jlt'>tiLal ri•tH>'> for the 

purpm~ of interndl cost ,1JlocJtl<l11 .llld rat10 ,111.tlysi'I. I he d,11.i LJl1 lw torml'd mto gruup'> 

.ind uwJ 111 the ~anw w.t\- .l'> Lmt l'lt'llll.'111' ;_ind tO'>I c L'lllt·r'>. 

l"xtern,tl data from non-S1\I' '' '>lt·m~ mtt\ ht <tutnni.11 ltjff\ tr;1mkrrctl through 51\P -.tan­

tl.ird ITlll'ffaU.'\, and lhl.'fC i\ cl flexibk ,ind \tlJlj)1llli\'l' llltl'Jl,lll' fllt till' lll,lnUal lllpUI Of 

dJti.1. l \'cry tr,1r1.,,1t t1on t'> rt•tordl'd 111 thl' 'tc.111d,1rd form ol ,1 ( 0 tlntllllll'nt which ts 

a<ldition,tl tn tilt• ':>t.mda1J .SAi' D11tt1Jlll'11t ue.itt«I bv l'Vl'ry t1.imJLtion. 

< ... o ... l\ .m· tian.,terr1.·d lwtWl'L'll LO\I u nl\.'r'I, hut the orig111,d tO\t t•knit·nl d<ita n:m,1in 

unch.111gc<l ( ( >-( ( \ C11\l ( ~rll<:r \1.c11u11t111g '>)>011\111\ two tvpt..•\ ot u1 ... trih11t1on Ol LO'-l\. 

l'eriod1c tran~IL'r of pnrnM~ tn\t tot.ti<, tn1111 1'1-1ithlll<.1,1J 1\nou111111g tn .i tcmpor<1ry 

dt:.mn~ Cfl'>l ll"lllt·r in< 0-< ontwlling 

Di\trihution of pn111cir) .md 't't•H1d.11~ ui\I\ \\'1tl1i11 c l >-l untroll111g 

Cost Distribution within CO-CCA Cost 
Center Accounting 
I hl' d1-.tnbut1on n11:th11ll !JI< < J.( < /\ < •>"I< l'lll~ 1 t\u ou111111g t'> tot.ill) llt>x1hk .md 1111 

dt:r ) our u >11t10L 

The ~ender 1 ... ,1 (O'>t c.L·flll'l that 11.1., .At< L'" to 1111\•, J11r dl\l1tln1IJ11g llw U>'>I L'lt·111l'11t' lo 

the reu:1Vl'l'>, wh1th t111· .iho 1 n'>l l•·11t• r-; '1111lt,1\1·1.111111111o\·11 thc .ill111 .1111111 'tr11ll1Hl''>, 
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so distributton h mJde to )Utt the ncc.·d<> ot your company. !he identity of the )ender is 

prcservecl 1n all distribution postings, and the sy\tem keep"> <t lug ut .ill lhe relevant data. 

You can simulate d1stnhut1on to test out the effects nt the rules before you post the v<1l­
ues. 1 he \'ariety ot an1ilable distribution rule<; I'> illu'>trated by·the follow1ng examples: 

Ft\ed speufic amount<;, nr \alues cJlculilted at the time and ba<iecl on shared por­

~ions or percentages 

Actual data or planned d;ita 

:-\I location acros'> a pattern of cu.'>t centers which is determined at the time by the 

system 

Generali). it is advisable to group sent.ler and reu.'i\er cost centers in the same control­
ling a1ea so as to give them identical distribution ruk<i, bccau<.e \ ou can then combine 
distribution rules. For e.\ample, you wulJ. alloL<ltl', sa). 70 percent of a cost arising from 
sales evenly to the rnst Lenters for ind iv iJ.ual sales representati\ e"> c111d split 20 percent 

between the central sales organizations in proportion to the number of sciles representa­

tives working to them. This example illustrates that )OU t.lo not ha\ e to distribute all the 

costs: the sender cost center still has I 0 percent. 

The effects ot a dbtribution can be st'en immediately by Lal ling for a standard online 
report tl\'a ilJble through the speuJl tunct1on<:. keys. And you Lan repeat the distribution 
procedures at any time. 

Assessment 
!he processing logic is sirrn lar for asse<;sment and d1slribut1on . 1 he cost cenlt'r sending 

cost data b uedited with tile total of the accounts thJt have been a\signed to tt, and the 
receiver cost center is debited using special co<;! clements that signify thJt the lram.iction 
is part of an assessment procedure. 

By looking at the appropriate secondary co">t e lement\, you can analyze the results ol the 
nsse'>'iment 

Surcharge Calculation 
A cost allocation method that is addition,11 to as<;e<;sment and that is available in CO­

Controlling 1s to use the '>urcharge calculation function This C:"<tlculiltes a supplement, 
u~ually a':i percentage, which is used to appl) O\l'rhead in absorption cm.ting, fore.\­
.ttnple, as wllen a service receiver is cllarged tor overhe<.1d incurred by the service provider 

on an individual business trans,tllion ba\b. 

You can call on CO-Cl.A Cost Center ,\ccounling to cJJculate a surLharge LH a percentage 

rate based on one o r more cost elements. I he svstl'lll will simultaneou"I\· credit and debit . . 
the rl'levant cost centers v\ith the callulated ~urLharge, which will be posted under a 
predefined surcharge LO'>t element. 

Cost Center Planning Procedures 
I hl' purpo..,e of lO'it center planning t'> to antiupate the volume of costs for a particular 

period at each ot thL· cost center'> you have identified in your company. You can plJn tor 
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one fiscal ve<tr ahead. o r tor 't:' er,11 ) o u l.111 h.nre lhl' 'L'Jr dividl'd 111to parh, up to ~65 

in number, or' nu can 11'11· ,1 rolling W\lL'lll ot planning. 

\'\'ithin \our nn•rnll PL'rn>d nt c.hoite. the 11,l.il \'t:ar pt.?rh,lp'>, the W'item 'A ili rcJllocatc 

an~ planned \'alue'> alLording to yotn wklt1un frnm thl' prl'defint:cl di'>l rihutinn kevs. lo 

which you ma~ add you 1 O\.\ n 

One ot lhl' thing.-. you hil\'L' to deLide h the pl,11ming le\'el 'I hL' plan111ng kn.'I dcf1ne'> 

the lll\l lenter w here you'd out your pl<in It the plan j, to be .1ppltec.l .iuo~' the entire 

en te rpnc;l' , then the rlanntng fewl Will he the \,\I' ( [h,,•nt wh1li1 will \Ub'iUllle all '>ubordi­

nate cnmparnc<.. II the plan 1\ fnr a '\Hlgk \t1h'>1d1.ir)'. tlw n til t: level will he <'<impany 

Code and th1' code will appear on ,111 111.l'>ll't TL'LlHlh J''oci.1ted with thh plan. 

\\'lwn '<Ill h<t\L wttkd nn the pl<1n11ing IL\·L'l. thL' .,~..,ll:m v.i ll p10\ iOL' ynu wi th detailL•d 

planning '>llpport 111 till' tnrm nf '>land.trd 11•\t' lrn dnLUml'nting the pl.111 .i1H.l l1>rnwla\ 

tor talnil<1t111g dll the \ l.ind.ml \td ll\l1L.tl rJltt>'>. lh1: \,\I' prodmt to\l111g '>Y'>l l'lll w ill he 

af)le to ... uppl\ 1nlorm,1t111n tn) our plan in till' form of q11.111tit~ .1m.J \ alul' tfl'ldil'> 1)f 

part1LLl1ar u>'>l L'lement., 

Although you tan LhangL' and u>rred till: lP'>l lL' l1tl'r pl.111 ,11 .im llllll In IL'Pl'.lttn~ 111d1-

' tdu,d wt ti1111\ ol thl 11\t lllfl pl..inn111g \L'l)lll'llll', y1J11 L.111 ,tl\o hlod, \ uur pl,111, ver\lon 

b y\l'f'>l<>ll, ll> fH<:\L'lll .irt\ Lf1,111gc'>. You ta ll .it...11 uw lflL· c,t,111 da 1d 1in .itllhrni1ation 

lt111t.t101h t" Lnntrol changt., 111 yow pl.in. 

ft Intl)' l>L' l)H: ltl\(' that ~llllf lO\l ll'lllL' T pl.Ill U>llltl lll ' cl pl.llllll'd \ '\iJlle IC!f I jl.lfll(lJ}clf 

cmt L'lcml'nt that '>hould rL't1ll~ lw \Uh}tt l!.'d l11 nw1L' dct.11lcd ,1tt1·nt111n I hl' '>\'St l' m .1l­

f11\'>'\ you to th:l1n c 1nd1\ 1du,tl 1te1t1'> lo \Cl>.IlttlL' what you n·g,11d cl\ thL i111portc1nl t,1llor\ 

tlwt '>fl<>uld lw 'llhlL'Lll'J ti> tll-1ad1·d pl.11111111g I ht· J11llu1,ing 1ntlucm:i11g fa tlm'> dlt1,11 ,1te 

thL• ll•llll'jll. 

J\ rHdlcf1al may Ill' \llh}l' l I to \\Hl1• lful1U11li1111') Ill \.O\I dul· lo clll llll\l ,lhll' llhlfkl'l 

Y<•ur pl ,111 u1uld 'l)(~ul\ tilt t<><ll 1111111lw1 nl tl11-. m,Jl c-11.iJ. .11 1d till\ \l' \f\f.\f,1tl'11 

c11' M~111,1gl·rnent .ippl H .it 1011 w11uld ""'l'P y!IUt pl..in up to d,tll· by pt1'>l1ng tile u11-

rent piit l' 111 thi., 111.ill'11t1I to y()u t pl.in. 

)Otlh.' lO~I Cl'll 11.·r ... 111 ~ flllr pl.111 Ill.I\' Ilic \(.'11\1 t I\ l' 111 l'lll pl11\l'l' •rl'l.11L'd "'.ig\.'\ and 

\,il,ml'\ , You u111ld li.1\ <: tl11'> 1nllue 11t 1ng t.1l tnr cv.1l11.1ttd U\111g p11t l' 1.11>1\o, .ind 

lOSt 1.1ll''• h) c rnpl11) l't.: g111llp 11r II\ 111di\ idu,il t:rnpln\ t'l'. tl lh.'l\'\\,1rv. 

)Clflll' Ul\l (l'1lt1· r \ ITl<I) lll' \(f\\lll\l' \11 tJ11' l<I\[\ rl\\()l f,tkd W1lil 111d1v1d11.il ,JUl\'llll'\ 

.ind extern.ti '>crvill''>. You 1111ght wt·ll h1glil1ght thl''L ,,.., 111tlrn·111111g l.1lllll' t(l l>l· 

<1c 11\L·l • .rnd au1111n,1tilall) 1.1ke n rnt•1 \11111 pl.m. 
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I hl'rl' 111J\" he ri">l-.'> or m erhl'.tlh that ought to i1ttrJll '>llrc..har.~c'> al \lHlle Co'>l cen-

11 .. •r\. l hew can bl' lat torc..·d in to vour plan 

SAP \l,111d.ird hm1nl''>\ lumlion'> are .iho a\•,tilt1h1L· lo '>uppnrt tl1L COllll'pt ol ha\'ing cost 

CCl1tl'r\ \\'Ofking to cl to<.l centl'r hudgl't. 

CO-ABC Activity-Based Cost Accounting 
In uht accounting tl'fl11\, an ,1cti\ it\ i'> a procl'S'> that Giil hl• counted and \\htl11 attracts 

cn\tS. In bustne''> term\, a production proces\ t'> t1ch1c,ed hy t1 network of acllv1lic'>. If 

you want to find out the <.ml ot a process, you hc1\ l' lo 1-.nov,• lhl' activ1til''> .tnd the quan­

titte'> of work. done b) ea(h. 

I he purpo'>e of the l.0- \H< \ctl\ ity-13a'>l'Li Cm! 1\Lrnunt111~ compnnent of thL· \ \P R/3 

l 0-luntrolling module t'> lo hdp you plan, monitor and 'lellle act1Yity t) pe'> 111 thl' ac­

count., of cost centers. 

\Cli\'ity t) pc:'> \crYe a'> ,.tll<K.itwn h,1w., c1nd .ire uwd J'> t<>'>t dri\ er'> to Lll'tcr1111111: ,ind '>end 

i ncu rretl cost'> to reccl\ er\. 

The<.. 0-.\Bt \divitv-Ba'>ecl l O'>l \cwunttng W'item ,dim" vou to de\ elnp tully in te­

grated .icti\ it~ co'>ting in il controlll:d. '>ll'p-b) ·'>tep fa'>h1011. fhere h Jll 111t:\ ilnbll' logical 

'>eqUl'l1ll'' 

1. DefJm· the aLtt\ 1l\ t\ pl''i that .ire ot inkrc~t to your u>111pany bl'<.:dUW they .1dd 

'aluc, .iltrJlt co~b or b"th. 

2 . )pl'Clf) h<m eath all1\ 1l\ t\ pl' will bl· mea'>Uretl .ind the untl'> tu be U'il'd 

3. C.rl'ale a plan using your ,1Llh ity tvpe'> and their quanlilll''i. 

4. htend the plan to inclutll' thl' Lo'\I<. that ML' dl'pcndcnt on Jeth itic'i .inti lhl' rates 

to be <1ppl1ed. 

S . \lloc.lll'. or <.ct up ruk'> to .tllocc1t1:, actt\'il~ u>'>ts tor both planned and ,tdu,Jl data . 

6. l're<.11.,lrihutc the ti\cd lmt:-. ,1nd .tltach .i , ·alul' to each ol the acti\ il\ l} pe'> that are 

not ,unenahk to mea\lJrl'lllc·nl. 

7 . Determine the \'dri<trHe'> O\'l'r the period .rnd allol.tte them to .:ictivilles or cmt 

ll'l1 tl'T\. 

Activity Types and Allocation Bases 
1 hl mc·a,urement ot prmlu<.tl\ il~ ht1\ tn .-.tart with a llll',1..,urcment. or at let1st a l)Lhll1tita­

tin• a'>'il'....,ml·nt of Jltivit\. In .i produll1on cost Lcnter, there" ill be me.i'>urcrrn:nt!) ot 

time rL·quired, number, weight or \'olume of ead1 produll. unit'> fin1<.h1:d and ..,emi-fin­

t'>hl'<.I I Ile '>erviLe cmt tentl'r'> \\ill han· rl'cor<.l'i nt jnh.,, lmur.., \.\Orkcd hy e.1ch -,i..illed 

tr.Hk, c·m·rg\ .tnd materiah U'>l'<.I 

\,tie'> .iml .idmlni,trative t.t'ik'i .trL' t1ho bu.:nming '>Uhjcll to me.isurernent of .i nomin.11 

kind, whl·re '><1meth111g th.it c.111 he uiuntcLI, '>Lich ,1.., the number of call'> made, i'i U\cd as 

htlp.//www.mcp corn/que 
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an index of activity: each call entails an amount of work that can be as<.l''>'>ed and l'\'ulu­

ated, at least in a\·erage terms. Data on an ac.t1\'lt\ will t\ p1lally, depending on th1.: t) pL". 

include information on the planned acti\'lt~ qu.tr1lit), the capacity and lhl' output quan­

tit)'. Activities may be as'>igned to act1,·1ty ,Rroups, so you can carry out 'lonw operation' 

on all the members of the ~roup simultaneomlv This might be useful a' \ 'OlJ change 

your controlling task trom planning to alloc.ation, to determination of ln't tJk:-., and 'lo 

on. There is no hm1t in lO-( ontrolling to the number and scopl' ot the acti\ it~ g-roup' 

you use. 

The master record of an ac.ll\'itv group will contain parameter'> that you can w.e to define 

how the group is handled. There are parameter., to define o;,eltlement cmt elements to be 

used m the direct allocation of planned and dl tual 'alue-. ) ou can flag particular acti\'i­

t1es as statistJCal, which will emu re that the ')~ -.tem adopt' a -.tandard procedure for cal­

culations according to the nt:eds of the moment, including a<;sessment. distribution and 

computing ratios for use in reporting 

Activity Planning and the Flow of Activities 

For each cost center, \OU h,1w to arrhe at J pl<11111cd ''alue for each alll\ 1t~ And you 

must reconole this amount of activity "''ith the amount of acti\'1ty plannl:'c.i in the Log1'­

tics system. The system w1JJ l1"""t you with thb. 

The CO-ABC.. .\ctivit;-Ba,ed <.mt .\ccountu18 modult: differentiate.-, thll:'C' t) pes of plan­

ning. 

Planning statistical rat1m 

Planning acti\'lt) qu,mtities 

Plann111g primar\' anc.1 \l'c.onciary cmt ell'llll'J1t') 

\ 'itathtical ratio m plan11111g can bl' <;1mply a number for ea< h posting period, or tt c..in 

be a cumulative numbc1 computed for each pennd lH1 thl' ha~i~ of data. If thl lO'it lt:l11L'I 

produc.:l''> activities that ~HL' qu:.111titied, th"· pl.11111cJ or actu,11 qua11t1t~ nl nutpul can he 

th(.: ba~i' tor planning the pnmary and -.crn1ic..lar\' ui-.t ele111c11ts, bcc.tusl.' thl' output 

quantity of the cost centl·r can he com·crtl'd t<1 valt1l"1. 

Givl.'n the input of primary ;i11d -.rconJar)' tnst' IP .1 tt1'>l ll'lllcr ,md lhl' output in tl..'rm.., 

of l'\'alu;.ited quantities cit .ic.:t1\'it11!'>, you c<1rt h.1vl.! tlw systl'tll l<>mputl' the l..'tlkiency ot 

thl: rnst <.:enter in each of 11'i alli\'ltu.:-.. 

lhe ~am1: nwlhnd 1s uwd 10 plan thl.' .u.tiv1t1cs to h1.· pr11dmed and u_111 ... u111cd in llw Ihm 

OI internal activ1 ties. 

You tht:n ha\ I..' tht: ba!>t' tor pla1111111g 'lec.oml,uy t ml">. 

Simulation and the Recondllation of Activities 
1h~ log1sttt~ plan anti till· tr111trc1!lmg pl,111 rn,n hL 111i.;1111'ii'>l l.'11 t . Hnttlv1wck' ,111111dlv 

productiCJn capacity m cl) bl' fon!'it't'll. 

28S 
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lntcraltl\ e aLll\ ily analy\is allow-. you to look at wvl'ral .iltivitics at onc.e to '>cc which 

will h,I\ e spare capacity and whid1 arc <lest med to he \UhjL•<..tcd to demamh that are 

be\'Ond their capadt\ . \ ou 111<1\ he ahle to cffcll a dhplac.cnH:nt of worJ.. or resources, or 

replaLL 0111.• acti\·it) by another the wstem will imrm:diatl'ly simulate: the CO'it effects of 

) our ten ta ti\ e Lhange of plan, which ) ou can confirm when you ...ire -.ati\licd, or \tore as 

a separate wrsion of the plan. 

~tarting at an) cost center, }OU Lan comm.rn<l il d1-;plar of the activit} types re<.l:i,·ed 

from 01 ->ent to an adjacent co'it center Jc, ·cl. I hi~ ,1llow'> you to tra1.e the fum,tional cle­

penderic1e\ hetween ind1v1dual activity types. 

Activity-Based Cost Planning 
l:ach acli\ it) type and caL11 cmt center can he gi\ en as man) cost element.. il'i n<?c.essaf}. 

You can uHer the planned cost ucrncnts as' alues. or as \'Jlues to be computed at the 

time on the basis of quantittt!'> onJ the rates pre\ ailing lhe CO'>t element um he gi\'en a 

planned overall \ alue or a planned quantity. 

Both prolcdures liln be carrn:c.l out as full or rnarginal 1.o'>ts and can direlt J '>plit into 

fixecl and \Jriable components. l he system provide'> formulas, formal specifrc.ations, 

text-. and report characteristin. 

The CO-Controlling system distribute~ the planncc.I valut's tor the ,·ar1able primar) c.ost 

elements for the year. You c.an see the effects on LOSt'> of anv nuctuc.ttiom 111 planned 

acti\ it\ leH+ •. \ou can Lall for the fixed co<.ts to be dhtnbuted using c;tandard rules or 

your 0\\ n rules. 

1 he internal exchangl.' ot c1Ll1\·itres also causes secondary C.O'il'I to be 111currcd. these are 

lOmputed by taJ..ing the amounts of the allocated activity 4uantitie!i and valuing them at 

the appropriate standard rates defined in the '>Cnc.h:r c.mt u!nters. The rccei\'l'r'> of inter­

nal t1Ltint) 1.osts will include· 

( ost <.'enters 

Orde1s tor cost centers\\ hrc.h are overhead c.mt orders 

Production order<> tor -.cm1-finbhed anJ fJn1'>hed produLts 

L<1p1tal spending orders tor fixed assets 

\,tics orders or sale'i cmt object'> 

Ha\·111g planm·d \'alues for internal orders, you ma) \\hh to allocate the planned costs to 

the recei\'cr cost center'>. l he original producing cmt centers will retain the information. 

Political Prices 

\tanc.J,ird priles and standard rate'> at which CO'it c.enters al.tivities shoulcl be charged are 

dlllor1g the important re'>ulh to c.ome out of an} plann ing exercise. The total LO'lt is d1-

\ 1ded hy the total quantitv in cac.h case. 

You 111.l) he 111 a business th.rt prefers not to use the <1<.tual or historiLal st,mdard price 

cornpull'd tl'i an a\'erag1. bawd on total c.ost and total quontit). 

http://www.mcp.com lque 
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You may have to set rate\ which are dl'term1n1:d by political factors rather than by com­

putation. 

You ha' I.? to entl'r pol1t1tal rate\ manucilly. You can then use them to evaluate planned 

and ac tual quan tities. Th<.''~ stem thm retain' an accurate represen tation of internal 

activit} wc;t flows and <.:mt .11locations, even 11 the rate'> are not the st riltly determined 

produd of formal bu-.1m~'' planning. 

Indirect Allocation of Costs to Non-Measurable Activities 

I he 'Y'tcm ha' indirell LO\t allocation funLtions that you can use to allocate costs accu­

rately to the objects which L<iused thl.?m. You may be able to apply standard methods if 

you Lan derhl.' an inde:\ of .icti\'1t\ th.it can <:.erve as a quantity to which you can apply J 

rate. But the indirect allcKJt1on !unction<:> ,ire available for when the mo<;t rea<;onable 

011.'lhod ., to a~sl.'SS cnsts anti ,11locate them to their cauws. 

Cost Center Variances 
\'ariami: anal}\is i., a m1.?tl10d c1t monitoring husiness activ1t). 

:\ \'a11an1..e h detim:d ,,., thl' computed difference between actual costc; and planned costs, 

ming thl' following tormula: 

Actu,11 < mt = PlannL'u ( 0'>t +/-Variance 

\'ananu.:'> can be calculated at any level· 

( ust center 

Cmt de men t 

Alli\ it\ tvpe 

fherc .irl' four \'<Hianu: !actor' that l.'Xplain wh) actual (()\ts Lan differ Imm planned 

l <>'>I\: 

l'ril:t: \arianu!, L,111-.cd In difftrenct:c; between thL· actual and thl.' planneJ pricl.'s ot 

thl' gom.h and c;(.·rv1tes uwd 

Usag1..· variance . .ir1'>111g Imm uneconomkal working practices in tht: production 

pr<>ll'\S 

Volume \anance, wlmh occur'> \,\'hen thl.' plannl.?d volume 1s not rl.'cllhed 01 ii it I'> 

txu·i:deu. giving rl\l' to the tixl'd rn<;I'> being und1.·r· rn 1>Vl·1-ah'>nrhed h)' the JLlu.il 

volun11: of produt t 

( ost tcnlt:r ovl:r- or urnh:r-absorpt1on oJ fixed to'>l'> "' ,1 re'>11lt nt ll\illg d1tfL•1cnt 

standard rttk'> in thl.? pl<lll from thow applil'd 111 the pmt1ng of at:tual attivitlt''>, the 

srH alkd politic.ti r:1tc\. I he 0,,111\l' l'llct:t'> rtl<l\. Ill t 111 ii thl' t:ost center pl.111\ lht\l' 

not hCL' Tl rl'COl1l' tll'CI. 

lhl' tot.ii <>I thl'~l' variant:l'S tor ,tll tml l'lcllll!llt'I anu t.1ll1v1l' IYJW'> within d lll'>l (l'llll'I 

prm idl'' thl' o\'erall \'ar1.tr1t1.· fC11 that (<>'il c t·nter. 
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For each combination of CO'>t clement and acti\'ity type on each cost center. the CO-ABC 

Act1\'lty-Bascd (mt \c1..ounting s~ stem maintains a value strudure for controlling. Each 

of these \"Jlue'> is split into thed part and \'ariable part: 

Planned cmts 

\'Jriance types 

Actual costs 

Planned/ actual U'>age 

You can han~ the ,·arianct>s calculated and included as part of the cost components. The 

formulas tollow: 

Actual Cost= Planned C. ost +/-Cost Varianu~ 

Actual Price= Plonned Price +/-Pri<.e Variance 

Target Cmts = . .l.ctual Volume" Plannt:d Rates 

Usage Variance= J\ctual Costs-1 arget C. osts-Price Variance 

Volume\ ari;mce = ·r arget C..osts-Actual ALt1vity x Planned Price 

Over-/Under-absurption =Target Co.,b-Allocated C mt<>-Volume \ anance 

Charging Variances 

fhe CO-C..ontrolhng sy-.tem evaluates each aLti\"it) by appl) mg the planned rate to the 

activtt) quanlit\. If you have the histonL.il variances, or) our system can get them for 

vou, there b the possibtlit} ol urn1g them in a fresh ,·ersion of your plan. S1milarl)'. if 

you ha\'e some way of anticipating future ,·ariances, or 1f you want to conduct a what-if 

simulation e:-:1.'rdse. then again, \'OU can create a fre'>h pl.rn nrsion. 

You ma~ \\'ant to use antidpatcd ,·anance~ 111 the cost alloLation process. In order to 

rL'present ilLLur,itely the \aluc flow in your company, it i\ C'>'>cnttal to allocate cost center 

variancec; penodilalh• You can specif} whether to use hb;toril:al. standard or anticipated 

,·;:iriance'> tor thl -.ubsequent charging pmLeS'), and in thi) \\ ay. transfer all \'ariances 

directly to your profitt1htlity analysis '>Y~tem 

\n alternati\'e approach h to pas<> on U'>age 'ariarn.:es to the reu~ivers but keep as a 

Lhargc on the producing LO'>t ccnter the \'ar1ances resulting from too little output. They 

\\'ill go to thl' prol1tab1ltt\ analvs1c; system from there. 

You can chargt• \'aricmce) periodically to the followmg t\ pt!S uf receiver· 

fnd1\'1du.tl cost center') 

Internal Clrder') or projl'cts 

l'roductit1n order.,, and thence to the tinbhed and i,em1-finic;heJ product irn·entory 

http://www.mcp.com/qlH~ 
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If vou arrange for attucll Yariaric:es to he Lhargcd to cw .. t ohjelt'i in C 0-1'/\ rro111ahilitv 

Analysis, vou will ht• on thl' \\J) tO\\ard the crt·.1twn nt thl' detailed CO<it structures th.it 

are necesc;Jr}' to a S)"'item of contribution margin dll0\ll1l1ng. 

Variances art' posted undl'r till' ( 0-ABl. .\ctiVit)-B,1,ed ( O'>l .\ccountmg system ming the 

rules and prou~dure~ of dtn.'lt u>st allocation. The 'i) stem 'ipenfles the allm.atinn CO'il 

element b) its identification lO<ll' and b) whether the value is fixeu or v.iri,1hle on either 

sender or receiver ob1ect. It .1ho ensure'> that idcnt1cal variance type., ilrl' in U!il'. 

The effect ol all the-.e procedures is to ,!lcuratel> allocatl' all actual cmts to the prec1<,e 

area of the <.:ompany where they wL·re l•ILISl'U. Thie; <1erves h\Hh the legal requirement of 

l'\H~rnal acurnnting, and tile nl'ed lnr comprehen"l1\·e internal reporting as a ba"i' tor 

rontrollin~ the company. 

Alternative Activity Rates in Parallel 

1 he methrnJ described above 1..an be rcgJrdt'd a<, an imputed allocation .tpproat h: Lost 

centers an: rue coc;ts hl'came of the ac t1\'1 ties the\' unde1 tJl-.t: and the ()\ erh<.'a<.h they en­

joy. 

I hl' CO-Controlling s~ 'item \.\ill also oper.ttc a -.v-.tcrn of pJ1allcl clltt\•tt)' rate\ that rnn 

ptmtdl' a family oi alternatiH! e\c1luat1on .. rclcv,11ll to \arim1., atcounting purposes. 

At the CO'>t clt:ment level, you can put tngcther .i portloliu of <<>'ii\ to hl• imludcd in an 

altcrrrntl\ L ctl tivity rate for c·a< h n'st cll:mL·nt If thew rate' <11t: used when c.tlrulating 

inh·rnal ctltiv1ty flov-.'>, you will l>l' Jhl<.' to produ1..e LO\t e~llmatc-. <.onforming to all legal 

and ta\ rcgulati<Hh lor which vour portlolln ''correct 

lhe'it: <.:akul.1t10m lead to th<. cllrh·at1on ot the b,tlJn<.c '>hl'l'l anu proftt,1l>il1t~ analy'>i'>. 

You can compare lOl\l'. of \J ll''> Jntl tote.ti co~tc, ot prPdllttion, both C'll11nated and as they 

appear in thl' external linancic1l ducumcnt'>-thl' halc.mn· 'lhl'ct and profit and ll)s~ stalL'­

mcnt. 

Activities and Services Costing 

B) lool-.ing more an<.l mnrt dmtl) Jt the \\'CJ\ till~ prot!Ull' thL·ir goml-. and 'il'I\ 1u:\, 

rompanie~ h;,ivc hl'l'll ahl<: to make <.\ll'l\\IVe i111prov1.:mt·111\. lhl' lll'L'd 1\ lo1 ,1 c;ystl'm nt 

st1utturl'd overhead tO'ltJJlg. 

I he· first thing In do b to idl•flttl\ 1111d <.khnc lhl lO\l drh'l'f'i-thl' clllOl3tion (>.l'>l''> th.at 

1ntlu<:nct: ho\'\ Jctl\ 1ty tml'i arL· allDt,1tl'd to the lO'tt LL·nti·1<> that gL·m·n1ll' lhL·m. 

·rht! cc,...t driver is a <1ul>prote'>\ thc1t c.an h1.: rne<.11iurvd 101 111d1vidual Lml tl'lltl'l .ic. ti\ 1ttl'\; 

fnr e,\.amplt:: 

Numlicr of purlh..t'>l' order item'> \UU.l'S'>lllll)' prote'>'>l'd 

Numtwr of quotation rtelll'I 
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Deli' en item'> in sale'> 

Dunning npuatinn ... and paymL·nt ditlerellll'' h.indled 

')uhprou~'>'>C'> are grouped together into primary prn1..C'>'>e'> that can be .iddrev:>ed b} thl 
proJm:t <.:mting '>Y'>tcm to determine the ui-,h of ,H.l1rnni'itrative and '>C'f\ iu~ Jltl\ itie-,. 

You\\ ill tlrsco,·er what each <,ubprmcs-. co'>h. You are nn the wa) to an acti\'it\'-based 
protitability analysis. 

Planning and Simulating the Subprocesses 
fhe basic disciplines of acti\ ity-bc.1sed JlWtrnting h<l\ c to be .ipplied to emu re that the 
acti\·ities at a cost center are integrated wllh the aLwunting and controlling system'>. 
I Lowe\'er, there is a further le\ el of detail to he Lnm1dered if acti\'ities are to be anal~ 7Ctf 

into their rnmtituent subproce'>scs. 

\business process can be repre ... ented h\ a chain llf acti\ 1tie'> and products or a network 
nf such chatn'>. In the S.\P R/1 S) \tcm, thh dh1in or network 1s managed b\ a proce..,.., 
'>equence structure." hilh mc1\ he of am u1mple\1t\ 

The process sequence stru<.:ture can be u'>ell to '>1mulate the flm, of material through .1 
sequence of acti\'ities that ueall' perhap-. a 'ierie'> of semi-ftntshetl pwduLh .rnd tl1t1t 
terrrnnate \\ ith the finrsheu prouull. 

I he SAP PP-Production Planning module i'> -.pcual1zed in tlfr) work. 

r or the purpose of analyzing merheac.1 .ill1vilie'> .inti ':.l'f\ ice.,, the l.0-.\BC :\Lli\ 1t\-Bt1'>ed 
Cmt ALtounting module provide'> lull -.upport111g !unctions. 

The system of costing based on a prclle'>s '>equenu~ -.truLlL1re require.-, that all the pro­

LC'>SCS and subproces-.es he quanti lied in term-. nf quantity <rnu \'a lue flo\,, '>0 that analy­
c;is .11H.l reporting can occur to cl ll'\el ol c.IL't.iil th<1t will yield a halance of <1Ltivities to 
doLumenl the way'> in whilh the ..tLti\ it\ k\ el ol thl..' p.1ren t tmt center exert'> 1ntlul..'l1tl' 
on the co ... ts of the primary proLesses and their \ul>prme'>'>t:'>. How <lo support Lost'> alter 
when bmi ness gets better or wor<,c: ! 

Using Process Cost Rates 
1 he purpme of appl)'ing the methoc.h o l .ic.ti\ 1t\-h,1sed wsting to the detailed prnc.esws 
,1r1d subprotC'>Se'> of a production c.omp.rn\ I'> to c.omputl' process cost rates. I Im\ muc.h 
doe'> 1t cost to put one 111\ orcc Item through the of tile'! I low much to mo\'e one pallet 
from produltion to warehou .. e? 

If you h.1ve proce'>~ to'>t rate'> at thh le\ el nl uet,111, you can take a standard LOstrng basl..'c.l 
on t1 hill of materiah and routing-., tor e.\ample. and rnst each of the f1TOLes-,cs enta1leu. 
Or )<lll c..in have the SAP wstem do it lt>r )Ou. 

If you have the5c pwces5 <.:O\t rate'> for all the '>UbproLe'>'>es 111 each activit) typl!. you L.in 
tr.ul'·der the prolCS'> cost... from ( 0-t'( A co..,t (enter Ac.counting directly tn CO-P1\ Prolit­
,1hil 11 y \nt1 I\ '>I'>. 

httr://www.rncp.com/que 
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Bernuw \ ou han: the pron~.,, tmh ,l\\OCIJted \\ ilh L'.iLl1 .1t1i\ it~ l'mbraced h' <.O-l CA 

l nc,t l entl'r Atcounting. VOll L,m han~ lllL''e prm L'"~ ln\b 111c ludL•d in thl..' v.1 lttt' flow 

p.ittems that 1rt idcnt1IH:d I)\ both l'nidud l <>'ting .111d Perr(lJ <. n\t111g. 

CO-OPA Order and Project Accounting 

The purpc.,.,I..' of lhl' C0-01'.\ Uruer .mJ Prn1rll \u.:cH1nt111g nwJule 1s to analrze ,ind 

\ettle the cnc,t<; arhm.~ lrnm internal order<, dlld 1no1<.>( h 

!he pu1pmr of inll'rnal nrder' 1s to monitor <.mh ln as\ist 111 deli\HHl making and lo 

m,1nagl tht• .1llocation .tnd 'il'ttll'ment of att1\ 1l\ cmt' lo targd nh11.'ctc;, including Fl-GL 

l 11.·nl'1.il l l•Jger <.1c:n1unt\ l'roJt'cts llhl\ aho be ll\1.'d lrn llle'>I..' purpmes. l ompk.x project\ 

are mort.' proper!} the prm·1111.l of tht S.\11 R ~ l'\-Pro)~Lt S\,tem whith '' dhcussed 

l..'lwwhl'rc in l h l'i vol unw. 

lntt•rn,tl 11rd1.•r\ arl' U\Ucilly delint·d tor a particul.11 lcisl-., I!\ ent or 111tl'rn.1l change measure 

th,1t ll.i-. to hl' pl..inned 11111111to1l'J <111J '>\.'\tied 111 gr1.•.it dduil fhe\1.: on1l'rS are distin­

g111\hl•J by their origin t111d by th1.: lJllll' ullutakd for thl.'ir Lnmpll'lton The} vary in their 

'>1.?ltll'rn<.•nt ,11r,mgl'mu1h ,inti 1n how Lht'\ ,1ppt'ilr in tilt• reporting funttinns. 

• PruJtH t1on-11.'l,ited <>rdet\ uwd 1n l ug1-,t1t., 

• lnt~rn,11 01dt:1s U\l'd 111 LO-< 011t1nlli11g 

1\lthough tlw mtt:m.11 or<.J.....r, o t thr.: I og1,t1L' nwduJt.·, ,ind th1.: \l>-\c1ll''> ,111u l>l'>lrihution 

component '>lf\l m,iinh to monitor rt'>ottrll' ll\t•d .ind ..,,ilt' .rthit·\·t:d, lhe~ .ibo docu-

111l'llt l'\tim.11~·d tP\l'>, .idu,11 t•l\t\, c1nd rl\l'llllL'\ In tht· Pl'-P10Juct1nn l1l.i11111ng and 

< 11ntn>I moduh:\, till' mdtr h.1, tht 1111> nl .JIH1L'\lll~ 111torm,1t1011 on lht· IJtt"•l estimate of 

<.•>'I" until thl: c1tt11al to'h rqil,tll' llwm ~'hl'll tile 11rllt:r '' uimpl<.Ll:. 

S,ill'S llfth.'T'I 111.11 dntUl1H Ill (.(1\(\ ,111d lt'\'l rtllL'\ clll' .1u l'\\l'd hy tilt: ( {>-I'\ Prc>lltahtl1ty 

Analy-.1-. W\tL·m. 1 hl') .1ho t.1rr\ tlw 111fo1111,llin11 lll'l'dl'd In < l>-C nn11nl1111g .ind l'P­

l1roduc:t1C1n l'lc.mni11g ,111d < <>11t111I, lor l.'\,11npk I Ill' 11r1.h:r'> lnr ptt>Ll'~\lng ,rnd \l'ttilng 

1nlt·rn,1I c11'it~ u'uilll) 'llJ1pn1t tilt· i11tq~rat11111 111 dilluu1l h11sint'" W'ill'ill\ with thl! wayc; 

tlw pJrticul.n u>ll1Jhll1\ likt:'i to d11 IHl\llll '' ,111tl \l'llk: till' <.P\h, 

Intern.ii nrdl'r' 1n < < >-< rn1t111llrng .ir~ d1th.·1cnti<Att:d Ii~ tlw l11llow111g th.tr.1Cll'rl\t1l'i: 

• Whi:ther lo~1-.t1L.il , l ••Ill rol Ii 11g. or '>l t t ll!llll 111 111 11JJ111 h1 Ill t ion 

• ! ontl'llt ()t th·· <1rdt·1, \\ll 11 ,,., p1ndrn t n1 p111it'l I 

• I he ,1g111t1Lill1Lt! '''tilt• \<1111·c,1111 ll1 11rtkr, \Ill h .1-; pl.tn L•>'"· .1Lt11.rl 10\h 111 \';in. 

d 1 ll , • ._ 

• St:'ltlt.!lllenl rvu'l\t'I tor ll1" 1HdL1 1, \t11Ii,1,11:\l'd ,1\WI .1uri1111l, lll\l ll'lltl'C. lll'>l ob­

[L'l.l, prl•Jl'll , SICJt~. l>ll'-1111 ,., \ 1•g1111.'11I , \,Jlt•\ nrdt'I, '" 11 (,! ( 1\'llll.il I l 0 dg1 r cllllllllll 


