| calculate the Inventory valuation (Material ledger)

Domain: Costing Responsibility area: Perform product costing monthly closing-ML
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1. Objective and Scope

1.1. Objective of this Operation

The objective of this operation is to guarantee that all costs posted in Cost Centers are allocated correctly to the final PL of the respective company.

1.2. Scope

This procedure is applied to all companies WW.

2. Definitions

See Finance - Glossary

3. Tasks description

3.1. | verify that the previous dependent steps have been performed

Confirm that Product Costing is successfully completed.

3.2. | launch the calculation of Inventory valuation
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All the finished and semi-finished goods are preliminary valuated at standard costs during the month. Consequently, at the end of the period, it is
necessary to run Material Ledger, in order to correct the standard price, calculating an actual price for each material, based on all the actual costs for
that specific period. This actual price is called “periodic price unit” and can be used to revaluate the material stock for the mentioned period.

Actual Costing - determines what portion of the variance is to be debited to the next highest level using material consumption. With the actual BOM,
variances can be rolled-up over multiple production levels all the way to the finished products.

Material Ledger is activated at company level but its use can be limited by plant or by article. So, if one plant is customized with ML, all the articles in
this plant will have material ledger postings but with a different importance depending if the article is included in the end of the month procedure or not.

After the run of Material Ledger, all the inventory stocks are revaluated at actual prices and actual production cost of the period.
The transaction is composed of 5 flow steps which have to be launched in a sequential way and ends with the post closing step.

For WP2 companies, Material Ledger is performed only for Brazil and South Korea, due to fiscal purposes and for that reason the postings are done in
local accounts.

In case of Fl accounts closed please bear in mind that information in MM might be impacted (CKM3 information). In case this occurred please refresh
cockpit to have the most updated status for the materials.

As action, open FI period, re-run post closing step and refresh cockpit again.

If accounts are not opened and material ledger is not refreshed, re-run ML cockpit will be kept in error, originating problems in the following period.

3.3. | check that there are no errors in Material ledger

Check the log of each step processed in CKMLCP to see if there are errors, even with all the status green.

Besides the errors that can appear in the log of each step, above you can find some of the possible errors that we can find during the run of Material
Ledger:

« Single Level Price Determination

@ "You cannot perform price determination in
period XXX/YYYY"

This error happens because we are creating a Costing Run
for future periods and, so, we have to correct the period.

Or else, if we are in the actual period, it means that the
Material Ledger wasn’t performed for the previous period
and, in that case, we have to check the reason for that and,
if necessary, contact locals.

@ You cannot perforim price determination in period 011 2009

@ "Carry out period-end closing for material
XXXXX in the previous period"

In this case, there is an inconsistency in the master data of
material 32690 (Plant RBAE). This material is marked with
“Price Determination: 3 Single-/multi-level” and “Price
Control: S Standard price” (transaction MMO03 — Accounting
1). This means that this material has to be integrated on the
Material Ledger for the current month. However, as it wasn’
tincluded on the previous one, it's generating an error.

In these cases, we have to check with SU MAC Team if the
mentioned material should be included or not on ML for the
closing month.

After, we have to re-start the ML for the closing month.



« Multilevel Price Determination

"Periodic Unit Price of the material will be

negative"

Differences were collected in the period to be settled and,
after the recalculation, a statistical periodic unit price has

been calculated with a negative price.

To correct this, we must check if all production orders are
settled, and settle the ones that still remain with amount.

After having all the production order settled, if we remain
with the same error, we need to exclude the mentioned

material from the multi-level parameters:

“Exc... AppAr  |Msghlolzhum... |Message text Material Yal. type |5 Plant |MTyp | Level| Cycle no.
aco |G+ 805 1|Carry out period-end closing for material 32690 in the previous period | 32690 RBAE |Z700
@co -1

AR an 1

i Exc___|AppAr |Msch|:: Num___lr-nessage Text

Maintain Variant: Report SAPRCKMLMV_RUN_MLEVEL_SETTLE, Variant 0000000

Selaction Optans ﬁ‘

Posmprocassing Options
Waterial

‘alustion typs

Cosling Lavel

Plant Do pit 2i2ct: Egjuzl o |

|I A55912

o [olelel

Trizalinng Mlatirials Alrady Procassed
@ Process Again

D0 nol process

@ "The actual price for XXXX could not be

determinated”

To solve we need to go to transaction KBK6 and manually
change the actual price for the cost center and activity type

in error:

In order to not have a variance, we just copy the amount
that we have in column VarPlanPriceAreaand paste it to

column FxdActPriceArea.

After we must repeat this step (Multilevel price

determination) for ML.

Material  [val. type |5 [Frant [mTyn|Level|Cyele |
@on G+ T23 4 Periodic unit price of the material will he negative 1055912 CCP OYYFP 1 1
@O0 - 4
o, s 4



¥ Exc |AppAr  |MsoMNd=Mum [Message Text haterial Wal type |5 Plant |MTyp | Level|Cycle W
|m CEMLLA102 1 | The actual price for P232200010/P2M1BP could not be determined 1030404 CCP oYY 2
CEMLLA102 1 | The actual price for P23220001 0P 2MEMG could not he determined 1030522 CCP oYY 2
CEMLLA 102 1 | The actual price for P232200020/P 2ME%0 could not he determined 1006458 CoP oYY 2

Cost Centers Manual Actual Price Display: Overview Screen

SN ENE

per [] PlaniAct - Version
Period ] To |7

Fiscal Year 2089

Cost Center F232300818 LIFZ Unté de product

Activity |FxdActPrice Area  |VarAciPrice Areal (Ui al Price |AF| [FxdPlanFricefrea [VarPlanPricefrea |Unit[Flan Price

FIMEVR TE,79 G,08 EUR o881 5 78,70 6,08 EUR geaet 1

» Post Closing

{D "Material XXXXX in valuation area YYYY locked"

Someone is using the material at the same time that we are
running Material Ledger. We have to wait until that person
leaves the material and re-run this step for the ML.

Remark: This error can also happen on other steps of
Material Ledger.

“Exc..|Appar  |MsgNolzhum.. | Message text haterial Yal. type |5 Flant |MTyp | Level| Cycle no
@oo |C+ 710 1 |Material 37140 PRODUCED invaluation area RBAE locked: price deter...| 37140 PROD. RBAE |Z700
C+ 710 1 |Material 36975 invaluation area RBAE locked: price deter. not possible | 36975 RBAE |Z707 2
@oo - 2
o an 2

(D "Period XXX/YYYY is not open for account type
M and G/L XXXXXXXXXX"

The period is not open.

Go to transaction OB52, open the necessary account type
and G/L account and re-run the step.

“Exc... AppAr (MsghlojzMum... | Message text hlaterial Yal type |5 Plant |MTyp | Level| Cycle na.
@O0 |F5 286 21 |Period 007/2009 is not open for accounttype W and GIL 2000010000
@0 . 21

I, an 21

"Account determination for entry COCA LKW not
possible"”

When choosing the parameters selection, the option
"Revaluate Material" was not flagged, causing this debit
credit inconsistency.

In order to correct this error we have to reverse ML and re-
execute the last step flagging the correct fields.



Exc..|AppAr  |MsaMo|EMNum..|Message text haterial val type |5 Plant |MTyp | Level| Cycle no.

@co |Ma 147 48 |Account determination for entry COCA LKW not possihle
F5 a4h 1 |Dehiticredit indicator is inconsistent
F& 846 1 |Dehiticredit indicator is inconsgistent
F& 846 1 |Dehitfcredit indicatar is inconsistent
@0 . 51
o an 51

@ "Maximum number of items in Fl reached"

The maximum number of items for a FI document has been
exceeded.

To correct this error we have to change the field “No. of
Materials in ML Doc.” from 50 to 1:

Mo, of rnaterials in ML doc. 1
B Exc___IAppAr |Msch|n Mumber|Message Text Material IVaI. type |S |P\ant IMTyplLeveIICycle M
@O Fa 727 5 Maximum number of items in Fl reached
@aco . 5
&4 = 5

3.4. | check the balance of cost center *843*

With the implementation of SPS it was created 1 technical CC *843*, which will receive amounts during all month (at each movement done in the
material), registered with the price of the respective material.

At the end of the month, with ML and Integrated Margin, the material price is updated and this is also posted in the same CC *843*.

This means that this CC will collect all the price differences of each material, and that it should be balanced after running the ML and IM, and should
remain only with a small amount, that will then be allocated to value field D43 with a cycle.

In order to check the balance, it's important to understand that, in the subcontracting flows, the goods issue and goods receipt will also generate
posting into this CC. However, they are not considered a ML variance, so the relevant cost elements should be excluded by the way of filtering in
report layout.

There is a specific layout already created in KSB1 (/SPS VAR) that can be used.

Also it's recommended to set the "Maximum No. of Hits" from 5000 (which is the one by default) to 999999999:



Display Actual Cost Line Items for Cost Centers : Initial Screen

(& "o E& [i] J=( Further Selection Criteria...

Cost Center 4F84300010 to | = |
or

Cost Center Group

Cost Element to | = |
or

Cost Element Group

Posting Data

Posting Date 01.04.2019 to 30.04.20159
Settings
Layout /808 VAR 35-ineitems
More Sett |:|

~|Variant fields only
| Output in ALV grid
Maximum No. of Hits [999999999

In case this CC is not balanced (or with a threshold amount agreed with the controllers), it must be analyzed.
There are several reasons for the unbalanced amount, and for some of them it might be necessary to re-run ML.

We can find here the details of how to make this analysis.

Besides the tips mentioned in the presentation above, we can also try to check also the movements of the material in transaction MB51 and see if we
find something outside of the ordinary (can be compared with other material) - eg. movement types not used in the past, ...

Exception for Sp.Pol companies:

The amount unbalanced in CC *843, after the analysis and in case it's supposed to be allocated to PL, must be allocated to the respective materials.

The instructions can be found here (please note that there 2 to sheets with instructions, depending on the companies)

3.5. I inform the person in charge of product costing that Material ledger is
completed

After checking that Material Ledger is finished and CC *843* is OK, an information message should be sent to controllers.


https://docs.google.com/presentation/d/11rETu8BHB48NLkCQJHLwfHFDtgEAmmMsh1GLeouCWw8/edit?ts=5a9e8fe1#slide=id.g15c9e4293f_0_73
https://docs.google.com/spreadsheets/d/1Vu9cEZYlJyHJOjZqddzMOv2UR5I49CKzMGWI0CxfkGU/edit?gid=1872342970#gid=1872342970

e Costing Run Deletion

STEP 1
)
This transaction can only be

executed if the Costing Run wasn't
processed yet. Otherwise, the
message “No authorization to

Delete a Costing Run in Actual Costing

delete the log” will be retrieved. Costing run :EISF‘TE?EI @
So, if the Costing Run wasn't Posting period 1|
procgssed yet, and‘when the Fiseal Yaar 2009
naming of the Costing Run was not
correctly chosen or when the plant
selection was mistaken, we can
delete it.
Insert the posting period, the fiscal
year and the name of the costing
run that you want to delete. After,
press .
= Delete Costing Run
STER2 Costing run profile 35PT078 011 2009 =

Youwant to delete a costing run. If you hawve

already performed functions related to this

costing run, the deletion can have senous
® Click CONsequUences:

0 All results from the functions already
performed will lose their context but they
will not be deleted automatically.

0 All administration data of a costing runis

The costing run is deleted and the lost including Schedule Manager monitor

system indicates from which table

was the data deleted from.

The system issues a warning about
the consequences of this deletion.

Yes

entries and message logs,

o Ifyou intend to create anather costing run
with the game parameters, all actual costing
functions that have already been executed will
hawve to be repeated.

e Do you want to delete the costing run?

| Yes I Mo {® cancel

[0 I

* Reverse Material Ledger

The reverse of the Material Ledger is performed just on the last step, the Post Closing.

In this case:
1. Mark the processing type "Reverse"
2. Mark the parameter "Revaluate” (for WP2, this is not necessary)
3. Delete flag "Background processing"
4. Delete flag "Test run"
5. Mark "Save log"
6. Execute the step Post Closing
7. Refresh Data with Direct Processing

Material status check




STEP 1

Enter the transaction
Z1K_MLSTATUS.

In the field Valuation Area, add the
plants considered in the costing
run.

Check on CKMLCP the plants
used for a specific costing run and
copy them into Z1K_MLSTATUS.

STEP 2

In the report result, status 70 is
"Closing entry performed", so it's
OK.

STEP 3

In the bottom of the screen you will
find the description of each status.

If code 05 appears it means that
the article was not touched in any
transaction

If code 60 appears it means that
ML was reversed but missing the
relaunch.

When executed the report
Z1K_MLSTATUS after Material
Ledger, the expected status should
be 01, 05 and 70.

CO read Material Ledger Piices
& G

Valuatian Area [ to

Year Select Single Walues (3) } Select Ranges )- Exclude Single Walues I‘ Exclude Ranges
Pastin

Costing Cockpit: Actual Costing - Display

I i
Costing run [mrozeziE| |MLozazE
Period | 10/z01z

Artual Costing / Plant Assighment ]

& &[FEE(Z1)(E)

{Plant name CoCode |Co.Code

JEC SLC-BE FIEMEPPE  (FEX+SU) 0292 SOLWIC (BE)
JECE  SLC-BE fIEMEFPE (UE) 0292 SOLWIC (BE)
JECY SLC-BE JIEMEPPE  (DCE-VC) 0292 SOLWIC (BE)

€O read Material Ledger Prices

plnt material nr. valuation SD docun. ST material text Ending Stock Receipts  Consumptions UK
JECY 180485 70 PVC 264PC %7 C31100 4SHVSh PL 200,000 0,000 0,000 K5
JECY 180456 70 PVC 271PCOL %7 1000 4SHVSh P 0,000 0,000 0,000 K5
JECV 181551 70 PVC 267RCOL LHNC *J Cs1100 4SH 5.500,000 0,000 0,000 Ko
JECY 162022 70 PVC SS7RE LHNC 7 Cs1100 4SHVS 2.200,000 0,000 0,000 K5
IECY 182333 70 PVC SGORA %7 C31100 4SHVSh PL 0,000 0,000 0,000 K5
JECY 182347 70 PVC 2755001 LHNC *J 525 1FE PL  110.350,000 54.975,000 2.500,000 K6
JECV 184080 70 PVC BCDOODDL LHNC *7 Ca1000 48 31.000,000 26,000,000 22,000,000 K5
JECY 184254 70 PVC SGLSF %7 C31000 4SMVSh P 4.000,000 0,000 22.000,000 K6
JECY 185237 70 PVC SS7RE %7 Cs1100 4SMVSh PL 17.600,000 0,000 0,000 K5
JECY 188007 PURCHASED 70 PVC 372NA *TA 525 2PA PISOOHT 0,000 0,000 0,000 Ko
JECY 188187 70 PVC BCDODDOL 7 C21000 4SHVER 0,000 2.000,000 2.000,000 K5
JECY 190586 70 PVC SGOSFOL % 525 3PA P137SQ7  45.825,000 0,000 400,000 K6
JECY 190568 70 PVC S60SCOL *J 525 3PA P137SQ7  79.100,000 1.375,000- 1.375,000 Ko

00 - Mot defined

01 - New cbjects

05 - Period Without Stock Opened
10 - Period opened

20 - Price change completed
30 - Qties & wvalues entered
31 - Values entered

40 - Price det. single-lewvel
50 - Price det. multi-lewel
60 - Closing entry reversed
70 - Cloaing entry performed



» ML Posting check
The documents posted by Material Ledger are always two: one with document type WE and another one with ML.

These are only posted in FI, MM and CO-PCA, and they correct the cost of goods sold (COGS) against stock accounts.

1. Transaction CKMB

In transaction CKMB, enter the document number and the running year and you will be able to see the Material Ledger posting by material

Display Material Ledger Document 2000044844: Overview
T AT ¥ E| @ B0 8= S| Moaa Acountng Documents

Material |Matenal descrigtion Flant |Valuabion type Prce diff| ExRE diff | Curr. |1t

31851 5L 3544631 0,00 [EUR (CL
&E 857 51- 0,00 (EUR (CL
LIMESTOME TO BE COMSLIMED 4.870,33 0,00 EUR [CL

2. Transaction CKMS

In case of not having acessed immediatly CKMB after step 5 of ML cockpit run (otherwise you will not have the document number), in order
to assure the entry of ML Post Closing enter in CKMB, please select the match code

Docurment Mumber E

Docurment Year [+

You will enter in CKMS transaction. Select the plants codification included in CKMLCP — Assigned Plants.



Zearching for Material Ledger Docinments
(& ale = Ackwity Type Selection

Mararil [ Il
Phnt 1 to
Valuztion Typa to
tales Document to
Itam (SO} to
WBS Berment to
Scope of kst
Usar name to
ML transsction type (] to E
Posting Year [ ] to E
Posting perid | to E
Posting Date | to | E
Document Nurmber | W | E
DoCUMmENt Year to B2
Errors with Proeterm. | o E
| Settings
Mzximum No. of Hits 250 |
(%) Documents
(' Document ttems for each mat
Note: It's normal that he transaction takes some time to run.
Create a filter by the document number codification 2000*:
Searching for Material Ledger Documents 31 Hits
| & ¥ V@ DI AT E e
WL transaction type " vear|Documentio © User Entered on | Time Rewsi
Material ledger settlemeant 2009 12000160271 (ITFBE52 (09.01.2009 (105116
Select
Document number 2600°| w
Searching for Material Ledger Documents 31 Hits
FE&FE 4| DIAT | HE
| ML transaction type *1 vear Ducumanl,.zl)sar o Entered on "|Time Rews
Material ledger setiement 2009 |2000159224 |PTA00068 |05.01.2009 |16:37.53
2000159223 |PT400068 16:37:50
2000159222 |PT400068 16:3T:48

We will be able to access the Post Closing documents.

3. Transaction CKMLCP

Staying in the costing run, there's also the possibility to look to the closing results.



Costing Cockpit: Actual Costing - Display
[ ? | El

Costing run ML3471 | |ML3471 03/2016]
Period 3lzo1e
E General Data

E Process

E Costing Results

Click on the Costing Results option and you will have an overview:

View Overview: Costing Run -
Hierarchy CstngRun J plant / mat.type / val.class / origin group -
& ) [2)a) (B )= Q) H]E

Results (Costing Run Overview) Short Text MuMm... | S/ M R B

- & ML3471 31.03.2016 .MI34?1 032016 1158 @ < @

v [ 830C SCBFFR JSOGEMA SETE 1E2¢@

» [(Jpoca SCBF-FR /DOMBASLE P... 5@ @ < @

» [J poce _SCEF-FR JDOMBASLE P... g E@ @ < @

Select a plant on the top node (corresponds to the company with all assigned plants, treated in the costing run)

Double click on the selected object and an additional frame appears

t Vi [wareew: Costing Run -
Higrarchy | CetngRun ¢ plnt  mat.tyoe § val.class | origin group -
[ TR A=A C=NA- 1 : =) (B8] (&) 0] 5 L) | B[S L[
Results [Costing Run Cverview ) Short Text Hum.. 5 N |R|B Deobey Matensl Lst
* 0 ML3471  31.03.2016 ML3471 03/2016 1@ @ < @ o5 | Pant | Matenal Valuation T _| Deseriptian
v [(Ja3sc SOBF-FR. [SOGEMA SETE 182 ¢m @ DOCE | 10075 PRODUCED | BIR BLEX =0
v [ DOcA SCHF-FR. [DOMBASLE P... L - R @ |DOCE | 31867 PRODUCED | BIR TEC 0/50
» LDocs SCBF-FR [DOMBASLEP.. BB @ <8 | g poce 31871  PRODUCED | BR TEC13/27
@ DOCE 31871 PRODUCED | BIR TEC 13/27
§ @ DOCE | 31871 PRODUCED | BIR TEC 13/27
| @ |DocE 32041 BR 0/10 @INT
@ DOCE 32042 BIR 0f13 EINT
@ DOCE 32043 BIR /50 @INT
@ DOcE 32044 EIR 13/27 @INT
@ DOCE 32045 BIR 1350 @INT
@ DOCE 32046 BIR 2750 @INT
@ DOcE 32438 HaZC03 PR @INT
@ DOCB 32583 BIR COW 0710 @INT
On the right side, open the selection button] ﬁ | 1, click on Choose Layout and select a layout (e.g. /TADFSTOCK)

The right side will change and show the costing results by material and the total by plant or by other chosen level



4. Transaction CKM3 - material price analysis for one material

Material Price Analysis

Q0| &

Company code currency

Price determinatian structure

f=

Enter the material number, plant, valuation type ( blank, produced, purchased) and analysis period

Choose view (usual ‘ price determination structure’)

Click on refresh

See below the stock development for the selected material in the chosen period

In the bottom line see the period-end inventory revaluated in the material ledger at actual cost (column: ActualVal), the new periodic unit
price, the preliminary value (stock quantity * standard price in column: PrelimVal) and the single and/or multi-level price differences, which
are finally posted and lead to adjustments in inventories at the end of the period.

Categary Quantity|unit | Actuaival.|  Price|currency | Prelimval|  SLdift|  Mul
b {C] Beginning inventary | 1.384.480,000 1KG 285621,83 213,52 EUR 307.578,28 B56,65 1251
b [l Receipts 4.780.683,000 1KG 112838882 236,03 EUR 1.062 076,54 83537 654

Cumulative inventory | 6.165.173,000 1KG 142401065 230,98 EUR 136065482  1.491,92 5238
b [ Consumption 5.207.532,000 1KG 120281831 23098 EUR 116600551  1.26018 445
b [ Ending inventary 957,640,000 1KG 221.192,44 230,88 EUR 212.748,31 231,74 8.2

End of document.
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