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This chapter explains the mysteries of Asset Accounting, which many FI
consultants struggle to cope with. Asset Accounting is very different from the
other FI subledgers, and good process and configuration knowledge in this
area is a valuable asset.

7  Asset Accounting

The objective of this chapter is to explain the functionality of the Asset Accounting
(from this point on referred to as AA) submodule (often referred to as fixed assets).
AA functionality is designed for the management and supervision of an organiza-
tion's fixed assets and is a GL subledger. AA is sometimes considered a specialist
topic because many SAP professionals do not understand the processes within
this submodule from a company or a statutory point of view. For this reason, this
chapter provides a lot of information to help explain this area to beginning users,
including the following topics:

» The link between the different organizational elements within AA

» Configuration of asset master records

» Configuration of depreciation methods and postings to the GL in line with statu-
tory requirements

» Asset acquisitions, transfers, and retirement transactions processing

» Asset depreciation processing

» Substitutions and validations in asset master records

» Current asset valuation

This chapter's order is important because it follows the IMG, which is organized
by type of activity. Following this order (which is also the order in which steps
are processed) ensures that you complete the configuration in the order required
by SAP ERP to take into account the dependencies between the different objects.

This also ensures that less experienced users do not miss any steps or get confused
with the different dependencies.
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The chapter begins by presenting the main concepts of AA. We then look at the
key points that should form part of your workshops with your business partners
when creating a design for your AA solution in your business blueprint. After that,

we take a detailed look at configuring AA.

741 Overview of Asset Accounting

Asset Accounting in SAP ERP covers the complete lifecycle of an asset, which
may start when the purchase order is created or when the asset is capitalized, to
its retirement at the end of its useful life. During this time, the system calculates
appropriate depreciation values and interest amounts and presents this information
in many different reports. The asset lifecycle is shown in Figure 7.1.
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Figure 71 Asset Lifecycle

744 Implementation Considerations

As with any submodule in SAP ERP Financials, you should always be clear on what
aspects of functionality you want to implement before you start the configuration. This
is certainly true for AA because this submodule is designed to be used internationally.
The changes in statutory requirements in different countries require the submodule
to be flexible enough to mold to your country- or industry-specific requirements.
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You should also ensure that no country-specific settings are hard-coded when
you configure your system. Where appropriate, the SAP system delivers many
country-specific settings that can be copied to reduce the effort required in
implementations.

71.2  Integration

AA is fully integrated with other components, as indicated in Figure 7.1. At all
times, postings to assets are integrated with the GL, so the value of your assets is
reflected correctly in your balance sheet.

7.2 Building Blocks of Asset Accounting

In Chapter 2, we defined the enterprise structure for your SAP solution design,
which outlined the basic building blocks needed to build your solution. Let's first
refresh your memory of this diagram, shown in Figure 7.2, before we look at the
AA-specific objects.

In Chapter 2, we decided not to include the AA elements because they would be
explained better in this chapter. You will see that the setup of AA is based on its own
mini-organizational structure, which is in turn influenced by your organizational
design as well as your statutory reporting requirements. This section provides you
with a basic definition of how AA is built and structured, which you'll need to
design your AA blueprint.
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Code Controlling Area

Credit Control Area

I Profit Center II Cost Center I

Sales
Organization

Purchasing Distribution |_| Sales |_| Sales

Fiscal Year Variant

I

I |
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Organization Channel Office Group
[ I 1
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Figure 7.2 Enterprise Structure
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721 Chart of Depreciation

The chart of depreciation is the organizational element used to manage various legal
requirements for the depreciation and valuation of assets. Like company codes,
these are usually country-specific but do not need to be aligned with any other
organizational units. A chart of depreciation, for example, can be used for all of
the company codes in a given country.

Country-Specific Charts of Depreciation

In a simple scenario, you may have one or more company codes in the same coun-
try. These can be assigned to the same chart of depreciation because they are all
governed by the same legal requirements for asset valuation. Within your chart
of depreciation, you need to define the following two settings, which are both
discussed in more detail later in the chapter:

» Depreciation areas: Your organization may be subject to statutory reporting
constraints that control the rules you must obey. Your organization may be a
multinational organization, so you'll also want to report your assets subject to
your internal conventions. For this reason, SAP allows you to define deprecia-
tion areas, in which you can set up internal and external depreciation rules to
provide different analyses.

> Depreciation keys: A depreciation key is the convention under which deprecia-
tion is calculated. Your depreciation key holds the calculation method and the
period control, which are defined at the client level. You can change and add to
the standard calculation keys that are delivered with the system.

SAP supplies a number of charts of depreciation relating to different countries, which you
can copy; however, you can't use them directly. Be sure to make a copy of the appropriate
chart of depreciation for your country because the chart contains all of your statutory
requirements and provides you with a good base from which to start.

Integration between Company Code and Chart of Depreciation

In AA, you are required to assign company codes to exactly one chart of deprecia-
tion. For your company, you should keep the number of charts of depreciation to
a minimum to keep your asset values uniform. Country-specific company codes
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with similar AA requirements use the same chart of depreciation, and the same
applies for industry-specific company codes.

Integration between Chart of Accounts and Chart of Depreciation

The assignment of a company code to a chart of accounts is independent from its
assignment to a chart of depreciation. This means that several company codes can
use the same chart of accounts, although they have different charts of depreciation
(and vice versa). This link passes financial information from AA to GL accounts.
The GL account assignment is controlled by means of the asset class in AA. You
have to specify an account determination in each asset class. In this account deter-
mination, you specify the GL accounts in which automatic posting takes place for
different transactions.

7.2.2  Asset Assignment to Organizational Units

In AA, the asset master record serves as a basis for assignments of assets to different
organizational units. These assignments are not only important from an AA point
of view because they can be used in many reports but also for other applications
for detailed analysis. The following assignments are possible:

> Assignment of company code: As already mentioned, you must make assign-
ments to company codes based on the information provided regarding charts
of depreciation.

» Assignment of business area: This assignment is necessary if your design will
deliver business area balance sheets. Assets can be assigned to a business area
directly during master record creation, or they can be derived automatically
from the cost center that you entered. As long as a fixed asset is assigned to a
business area, the system makes account assignment of all postings to this asset
to this business area, including depreciation and gain, or loss postings on asset
retirement.

» Assignment to plant, location, and address: The definitions of the plant and
location organizational units are primarily specified in the SAP logistics compo-
nents. In AA, plant has no relevance, but it can be used as a sort and selection
criterion for reports. You can assign an asset to one plant for a specific period of
time in its master record. This assignment can be changed directly in the asset
master record.
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> Assignment to cost center and profit center: We have already mentioned that
GL postings are integrated by asset class. If you think about the account assign-
ment object, you will agree that an asset may belong to a specific department.
For this reason, the financial transactions related to an asset must also be assigned
to the department it belongs to, which could be a cost center entered on its
master record. An asset can only be assigned to one cost center at a time. This
assignment enables the following:

» Assignment of all costs (depreciation and interest charges) related to the asset
to the correct cost center

> Planning for future depreciation or interest for the asset

» Assignment of gain or loss from the sale of the asset to the correct cost
center

You can assign fixed assets to a cost center from a specific point in time, and if
the assignment changes, the system is smart enough to distribute the deprecia-
tion or interest amount to the subsequent cost center. Profit center assignment
is achieved through the cost center-profit center assignment in the cost center
master record.

Assets are not directly assigned to profit centers.

7.2.3 Integration with the GL

From a high-level point of view, your AA solution needs to provide you with two
pieces of information:

> An asset register that provides an analysis of the assets you own, along with
their original cost and net book value

» An accurate financial position in terms of the current gross book value of your
assets

» The real-time integration with the GL is straightforward because AA is a sub-
ledger of the GL.
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7.2.4  Structuring Your Fixed Assets Design

Different options are available concerning how you want to see figures reported on
your asset statements. You should consider the current conventions in place at your
organization before making a decision. The following are common approaches:

» Balance sheet approach: If you want to structure assets according to the struc-
ture of your balance sheets, you have three options available in the standard
system:

» Use the financial statement version.
» Use balance sheet items.
» Use GL accounts.

> Asset class approach: Asset classes can represent the structure of your assets.
Every asset you create in the system is created with reference to an asset class.
You use the settings of account determination in the asset class to assign each
asset to an item in the balance sheet.

> Asset approach: This approach is more practical and may be more relevant for
organizations with many assets that can be combined due to the size and nature
of the assets. For instance, a laboratory may be an asset as a whole that is made
up of many smaller assets. In this scenario, you have the following:

» The asset “main number” represents the overall asset.

» Below the main asset, you can use asset “subnumbers” to represent the many
component parts, and you can depreciate them individually if their acquisi-
tion dates are different from the original asset.

You can use an asset main number to represent a fixed asset if your requirements are
simple.

In the next section, we'll look at how to build an AA business model.

7.3  Building an Asset Accounting Business Model

After you understand the main concepts in AA, you should think about the questions
you need to ask your business partners as part of your workshops to understand
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their requirements from an AA point of view. The answers to these questions will
help you build an AA model according to the exact requirements of your business
partners. Examples of the questions could include:

» How many different types of assets do you have?
This will help you determine the number of asset classes you need in the system
to represent their current structure within the SAP system.

» Do you want to represent different types of assets with individual balance
sheet accounts in your financial statements?
This will determine if you need to create separate account determinations for
every type of asset and also for the same type of assets with different useful lives,
or if you can assign the same account determination to an asset, for example,
furniture and fixtures, with different useful lives. This means you don't have
to create a separate account determination for this asset with different useful
lives. Most companies prefer to use one account determination for each type
of asset and use the AA reports to view more details about asset types with dif-
ferent useful lives.

» Do you want your different asset types to have unique number ranges?
This will help you to determine if you need to add more number ranges so they
can be assigned to different types of assets using their respective asset classes.
Most of the time, companies want to assign a different number range to differ-
ent types of assets so that they can be easily identified.

» How many different types of depreciation calculations are required?

This will help you determine how many different depreciation areas are required
within your chart of depreciation and which of these will post to the GL and
which will post, for example, only to the Controlling component (CO) for cost
accounting purposes. Remember that the settings required for straight-line
depreciation as well as for declining methods and so on are also connected to
the depreciation area through the depreciation key. Settings such as when to
start or stop depreciating assets (when they are acquired, transferred in or out,
or retired) are also linked to the depreciation key. These settings are also deter-
mined at this stage so that the same can be reflected when the configuration of
depreciation keys are done.

We have now spent some time explaining the concepts of AA to provide you with a
solid understanding of the key elements involved. AA is sometimes seen as a special-
ist subject that will start making sense as we begin our configuration activities.
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7.4  Asset Accounting Configuration

In this section, we'll look at the important AA configuration steps, following a
logical sequence. This ensures that you don't miss any important steps while also
making sure that after following these steps, your AA submodule is fully functional.
We'll start by copying a reference chart of depreciation to define your own chart
of depreciation.

7.41  Copy Reference Chart of Depreciation

To define your chart of depreciation, you copy a reference chart of depreciation,
including all of the depreciation areas from the reference chart. As already explained
in the previous section, your chart of depreciation is a directory of depreciation
areas arranged according to your business and legal requirements. You can use the
chart of depreciation to manage all different types of valuation rules for your assets
in a specific country or economic region.

If necessary, you can delete any depreciation areas that you do not need in your
copied chart of depreciation.

The IMG path for this configuration step is SPRO * FINANCIAL ACCOUNTING (NEW) *
ASSET ACCOUNTING * ORGANIZATIONAL STRUCTURE * COPY REFERENCE CHART OF
DEPRECIATION/DEPRECIATION AREAS. A screen with activities, including CopY REFER-
ENCE CHART OF DEPRECIATION, appears as shown in Figure 7.3.

[=
b

r@ohoose Activity

Perf |Mame of Activity
opy Reference Chart of Depreciation: E|
Specify Description of Chart of Depreciation E‘
Copy/Delete Depreciation Areas u
3
Perform the activities in the specified sequence
Choose

Figure 7.3 Copy Reference Chart of Depreciation
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Document splitting, 174
Partner functions, 212
Passive splitting, 151
Password, 31
Payables
Integration with GL, 164
Payer, 286
Customer master, 286
Payment difference, 243
Payment on account
Customer payment, 313
Payment program, 200
Payment term, 515
Payroll Posting Variant, 530
Period, 617
Period control method
Maintain, 379
Period Controls, 380
Period end
Closing, 573
Definition, 573
Timetable, 575
Periodic reposting, 470

Permitted Payment Differences, 314

Planned Values, 412
Planning, 38

Planning Layouts and Planner Profiles, 480

PMO, 635

Posted Values, 413

Post final adjustments, 581
Posting Depreciation, 389

Posting Down Payments, 235, 308

Posting keys
Customer, 303

Customer master record, 303

Document, 115

Posting period variant, 575
Configuration, 62
Post transfers
Assets, 415
Post values to an asset, 408
Preparation, 634

Prepare Automatic Postings for Foreign

Currency Valuation, 585

Index

Prepare Interest on Arrears Calculation, 337

Prepare Item Interest Calculation, 338

Pricing, 503

Primary cost element, 443
PRINCE, 633

Process down pmnts, 238
Process Flows, 639

Production support projects, 24
Production system preparation, 645

Profit Center
Accounting, 463
Create, 80, 466
Create default, 80
Definition, 41
Determination, 467
Segment, 162

Project Management Office, 635

Purchase order, 199
Purchase price variance, 230
Purchasing view, 211

Q

Quality check sign off, 644

R

Rationalization
Data migration, 542

Real and statistical postings, 436

Realization phase, 641
Real postings, 436
Real-Time Integration, 476
CO to New GL, 165
Reason code, 242
Document type, 117

www.sap-press.com

661



Index

Receivables

Integration, 164
Reconciliation

Data migration, 540

FI to CO, 190

Interfaces, 535
Reconciliation account

Customer master, 294

Customer master record, 294

GL Master record, 104
Records mapping

Data migration, 544
Record Type, 614
Recurring Payments and Deductions, 522
Reference Number

Document type, 109
Release invoices blocked, 247
Release to accounting

Billing, 304
Report group

Report Painter, 624
Reporting requirements, 38
Reporting Suite, 597
Reporting Tools, 599
Report Layout, 618

Report Painter, 618
Report Painter

Create, 607

Report Definition, 600
Report Texts, 622
Report Type, 608
Report Variants, 602

Creation, 602
Request-based support projects, 24
Residual item

Customer payment, 313
Retained earnings account, 89
Retiring assets

By scrapping, 418
Revenue Account Determination, 502

CEX, 509

ERF, 504

ERL, 504

ERS, 504

EVV, 504

KOFI, 503

MWS, 504

RDF, 509

SKE, 509

VKOA, 505

ZDI, 509
RFBIDE10, 299

Extending customer master data, 299
RFEBDKO0, 276
Risk category, 322, 324

Credit control, 321
Roll-out projects, 24, 26
Run all settlements, 579
Run customer billing, 577
Run depreciation, 580, 581
Run GR/IR, 580

S

Sales and Distribution (SD), 281
Sales order, 282
S_ALR_87012277, 580
S_ALR_87012291, 576, 577
S_ALR_87012347, 576, 577
SAP, 23
SAP ERP Central Component (ECC), 22
SAP knowledge, 648
SAP Lifecycle, 650
saplogin.ini, 31
SAP navigation

Basics, 30
SAP Payroll, 525
SAP Query, 600

Definition, 600
SAP R/3, 23
SAP report

Definition, 600

Standard, 599
SAP Support Model, 649
Sarbanes-Oxley (SOX), 147, 220
S_BCE_68000174, 580
Scenarios

New GL, 157
Schedule Manager, 576
Scrapping, 418
Screen Layout, 362

Create, 362
Search term
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Customer master, 293
Secondary cost element, 444
Segment, 148, 160

Dimension, 152
Segment Reporting, 148
Set the account determination, 582
Set the Amount Limit, 258
Settlements, 166
Set up payment methods, 252
Set Up the Cash Journal, 257, 260
Ship To, 285

Customer master, 285
Sign off, 640
Simulate the transaction, 411
Six-step data migration model, 541
SM35, 447
Sold To, 285

Customer master, 285
Sort key

GL master record, 103
Source Fields, 561
Source Structure, 561
Special General Ledger Indicators, 233, 305
Special ledger, 146
Special Ledgers Approach, 629
Splitting, 150

Activate method, 182

Active, 151

Method, 178, 180

Passsive, 151

Rules, 178
Stabilization, 646
Standard hierarchy

Cost centers, 450

Profit Center Accounting (PCA), 463
Standard toolbar, 33
Static

Master data, 285
Statistical postings, 436
Status bar, 34
Straw man, 39

Design, 43
Structure Relations, 563
Substitutions for Asset Master Data, 402
SWIFT, 267
Symbolic Accounts, 525, 526

Index

T

Target special general ledgerGL , 234
Tax
Account, 140
Calculation procedure, 134
Condition type, 136
Definition, 131
United States, 131
Tax post, 138
Terms of payment
Customer master, 295
Testing strategy, 643
Tolerance groups
Customer, 313
Tolerances
GL posting, 124
Trace Active, 478
Training strategy, 644
Transaction
Simulate the, 411
Transaction KDF, 586
Transaction Types, 391
for acquisitions, 391
for retirements, 391
for transfers, 391
Transfer of APC values
Specify, 368
Transfer of depreciation terms
Specify, 370
Transfer postings
Aseet migration, 555
Transfers, 394
Transporting
Customer number range, 301
Trial Load, 545
Data Migration, 545
Trial loads
Data migration, 545

U

Underpayment
Customer, 316
Upgrade
Activate New GL, 153
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Data migration, 547
Projects, 24

User acceptance testing, 642

User-Defined Routines, 564

User name, 31

U.S. GAAP, 147

U.S. Securities and Exchange Commission,
574

U.S. tax laws, 137

Vv

Valuation class

account determination, 494
Valuation modifier

account determination, 494
Value Adjustment Key, 426
Vendor account group, 205
Vendor account number, 213
Vendor master record, 203
Vendor tolerance, 241
Versions, 440, 625

Controlling, 480

Maintain, 440

Void, 227
VST, 140

W

Wage Type, 524, 526
Work package, 634
Workshops, 638

Y

Year end
Definition, 573
Year-end closing, 592

Z

Z-CCTR1, 598
ZDI, 316

Zero-balancing, 151, 174
Document splitting, 175
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