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Short Description

Download ML Advantages and Disadvantages...



Description


1. Deactivate ML It's not exactly for productive system, but it is possible to deactivate ML according SAP Note 425487. 2. Standard Price change Without ML, you can always change Standard price for material, but in ML world, there're some restrictions. Normally you can change once, and you cannot change it for one month under one condition. You have to pay attention for period shift transaction (MMPV). ...however, we have trick option (Note 555176). Please check SAP Note 190707,555176. 3. Period-end closing process step. Without AVR function in Material ledger, You have to process ML period-end closing steps monthly by necessity for all activated material, plant. Even if you forgot it for one monthe, you can not process it for following month untill you will have completed before month. See SAP Note 361236. 4. Performance in period-end closing Talked with other parteners, i usually hear from them, material ledger has a performance problem, because they already a lot of period-end closing tasks, additionaly they add material ledget period-end closing steps with huge materials. So you have to consider the time frame of whole your period-end closing, but there're some tips to optimize performance also for material ledger. for example, parallel processing. please check SAP Note 668170 for performance example. 5. Fully integrated logistics process. Within material ledger each material/plant/valuation type/ and each special stock (except anonymous valuated special stock) are treated like a different material and users are neither aware of the effect using certain movement types nor can the behavior of the users be fully controlled. Sometimes, many materials being involved (like: material A -> material B -> material C -> .... material G -> material A), the logistic materials flow should be checked with the users and persons in charge , whether there can be such situations (As well as stock transfer plant to plant or plant to Sales order). This unexpected cycles will affect your costing result or at least performance problem within material ledger closing processing. It's not all, but they are someting important to check before ML implementation. and i can tell if you know material ledger precisely, I think, it is good solution for actual costing such as multi-level costing. it's also for use to apply IFRS



try transaction CKMVFM, the so-called value flow monitor http://help.sap.com/saphelp_erp60_sp/helpdata/en/ec/45e518a9ab11d48bac0000e83234f3/frameset.htm



and Note 744090 - Value Flow Monitor: Explanation and recommendations



with that you have a chance to find where the large differences come from



The main purpose of activating the Material Ledger i.e., Actual Costing of Materials : a) To perform actual costing for materials. b) To carry material stock in multiple currencies. c) To evaluate your material stock for each posting period. d) To be active as a corporate group in several countries and you use multiple valuations. Generally “Price Control Types” in Material Master will be Moving Average price and



Standard price. Both have its own advantages and disadvantages. ♣ With Moving average price control (V), a new material price is calculated after every receipt that is an average value calculated from the total inventory value and the total quantity of the material in stock. ♣ If the valuation of goods movements takes place at the standard price, this price remains constant for at least one period. The standard price is typically the result of a standard cost estimate for the material. The main difference between both valuation procedures is that the Moving average price (V) represents a current delivered price, while the standard price is based on planned values and does not account for any actual prices. Differences between the planned price and the actual prices are not assigned to the material stock in Financial Accounting, but rather are collected on a price difference account. In Actual Costing/Activation of Material Ledger, it will take the advantage of both the Pricing Types. . During the period, valuation of all goods movements is done with the preliminary valuation price which is normally the standard price. All variances from the preliminary valuation are maintained in the ML. At period end, revaluation of ending inventory can be performed with the determined actual price.



IN COPA .. we take COGS at standard price during PGI .. If we have implemented ML .. the variances are allocated to the main products after the material ledger run . IN COPA , we do a periodic revaluation .. where the varainces are absorbed to cost of goods sold ( hence if ML is the COGS in COPA is at actuals )



material ledger is activated for valuating the material in more than one currency. Normally in the material master you can see the local currency of the company code. But if there is a requriement from business/client that the material should have value other than the local currency for group valuation or profit center valuation or any other valuation then you can use material ledger for that purpose. In the material ledger you can see the value/prices of your material in the local currency and in two additional currencies as configured. http://help.sap.com/saphelp_erp60_sp/helpdata/en/d2/cb532d455611d189710000e8322d00/frameset.htm



Material Ledger is activated to calculate the Periodic Unit Pricing. It overcomes the disadvantages of Standard Price and also the Moving Average Prices. With Material Ledger you would be able to calculate your inventory values (via Periodic Unit Price Calculation and Revaluation) at actual cost. Whatever actual costs are incurred during the month are rolled up using a single level and multilevel price determination process also keeping in mind all the material movements during the month to the final product. And accordingly either inventory values (if the material is in stock) or the Cost of Goods Sold (if it is sold) or both are adjusted. So, all variances are moved to the products.



Differences between the planned price and the actual prices are not assigned to the material stock in Financial Accounting, but rather are assigned to a price difference account. When using the moving average price, however, the material stock value in Financial Accounting can reflect the prices actually incurred



SAP recommends using the moving average price only for raw materials and trading goods. The standard price should be used for semifinished and finished products



This internal function is the preliminary step for periodic actual costing. To determine the quantity structure, the system collects actual data from movements and transactions from all areas of Logistics (Materials Management, Production Planning, for example). It does this in the background. You must activate actual costing for the relevant plants in Customizing for Actual Costing/Material Ledger. As soon as you activate the actual costing the system updates the actual quantity structure. The differences are posted as follows: •



Price differences Inventory (transaction key BSX) against price differences (transaction key PRY)



•



Exchange rate differences Inventory (transaction key BSX) against exchange rate differences (transaction key KDM)



•



Differences from revaluations Inventory (transaction key BSX) against revaluations (transaction key UMB)



Consumption (withdrawal for a production order or a cost center, for example) is always posted at the current valuation price and collected in the material ledger. No differences occur in this case. You can see this consumption under Other inward/outward movements in the material ledger data display



Materials with Price Determination Control 3 (single-/multi-level) 1. Valuation-relevant transactions are posted in the system. 2. The system collects the data in the material ledger. 3. You perform material price determination once every posting period.



Materials with Price Determination Control 2 (transaction-based) 1. A valuation-relevant transaction is posted in the system. 2. The system collects the data in the material ledger. 3. The system automatically performs price determination for the material after that posting.



4. The system calculates the moving average price in all the appropriate currencies and/or valuations. If the price control is set to V, this price is used for valuation. If the price control is set to S, the moving average price is only updated in the material master for statistical purposes. •



Price differences These occur when the amount posted for a movement differs from the standard price in the material master record. The following transactions can cause these differences: o o o o o o o



•



Goods receipts resulting from a purchase order Invoice receipts Settlement of production orders, process orders, and run schedule headers Transfer postings Initial entry of stock balances with values Free delivery Inward movements from consignment stock to the company’s own stock



Exchange rate differences These occur when an amount in a foreign currency is translated using different exchange rates. This is the case, for example, when the exchange rate that applies when the invoice is entered differs from the exchange rate that applies when the goods receipt is entered.



•



Differences from revaluations These occur from a credit/debit to a material, a price change, or a posting to a prior period, for example



Materials whose prices are determined with transaction-based price determination cannot be considered later in multilevel actual costing.



Transaction-Based Material Price Determination Use This function makes it possible for you to calculate the moving average price after every goods movement. • •



If the material ledger is not active, you can only calculate the moving average price in the company code currency. If the Material Ledger is active, you can calculate the moving average prices for materials in up to three currencies/valuations.



If you want to calculate the moving average price in up to three currencies/valuations, check the following settings: • • • •



The material ledger is active for the material. The material has material price determination 2. The material has price control indicator V. Price differences



• •



Exchange rate differences Revaluation amounts The standard price can be calculated statistically for materials having price control indicator V, but it has no impact on the valuation of the material.



Multiple levels are the result of one material being used in another material. These multiple levels are reflected in the actual BOM that is created in the costing run in the step Determine Sequence. In multilevel production, both single-level and multilevel price differences exist. If one material is used in another material, and single-level price differences exist for the input material, this results in multilevel price differences. In this way, differences are rolled up from raw materials through semifinished products to finished products. This solves the problem of follow-up costs.
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