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2 Valuation in parallel currencies

The primary function of the material ledger in S/4HANA is to be the
vehicle for maintaining inventory valuation in multiple currencies. Cor-
porations that conduct business in multiple countries need to be able
to view inventory values both in local currency and in other currencies,
according to corporate requirements. The material ledger allows for in-
ventory to be represented in three different currencies simultaneously.

2.1 Parallel currency valuation scenario

Let’s look at an example company—Universal Writing Utensils, which is
based in Belgium. Group currency for the S/4HANA client is set to EUR.
The company also has plants in the United States and Mexico, and wants
to be able to view inventory for the North American operations in USD, as
well as in EUR. In addition, the Mexican plant needs valuation in the local
country currency, MXN (Mexican pesos). Universal Writing Utensils does
not want to implement actual costing for these plants.

Two global companies have been defined: K101 for Europe and K102 for
North America (see Figure 2.1).

V| Details  MewEntries  CopyAs..  Delete

Company | Company name Marme of comparty 2
K101 Universal wWriting Utensils, BA LWLl ELrope
[ K102 Universal wWriting Utensils LWLl Morth America

[N =lat] Cmriddd | ENA CrmeiddA | SN

Figure 2.1: Universal Writing Utensils companies

Companies are configured under menu path ENTERPRISE STRUCTURE * DE-
FINITION ¢ FINANCIAL ACCOUNTING ¢ DEFINE COMPANY. Figure 2.2 shows
the details of the North American company, K102, which uses USD as the
company currency (currency type 60).
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'VALUATION IN PARALLEL CURRENCIES

Caompary: K102

Company name: ||,Jniversa\ Writing Utensils ‘

Narne of company 2; |UWU North America \

Detailed information

street: 123 Main Street

Fostal code: | 90010

City: |Los Angeles \

Country:

Language key:
M Currency type 60
Currency: |USD

Figure 2.2: Definition of company K102

Three company codes have been set up using menu path ENTERPRISE
STRUCTURE * DEFINITION * FINANCIAL ACCOUNTING * EDIT, COPY, DELETE,
CHECK CoMPANY CoDE: K101 for Belgium, K102 for the United States, and
K103 for Mexico (see Figure 2.3).

v| Detalls  New Entries

Company Code Company Name

[ k101 Univ ¥yriting Utensils BA
K102 Uniy Writing Utensils Inc
1 K103 Univ Writing Utensils Mex

LAnn e Femdlm 1 AR

Figure 2.3: Company codes for Universal Writing Utensils

Company codes are assigned to companies via menu path ENTERPRISE
STRUCTURE * ASSIGNMENT ¢ FINANCIAL ACCOUNTING * ASSIGN COMPANY
CobpE 1O COMPANY. Figure 2.4 shows company codes K102 and K103 as-
signed to company K102.
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VALUATION IN PARALLEL CURRENCIES

~ Undo Change Select All Select Block C

Cocd | Company Name Ciby Company
K101 | Univ Writing Utensils BA Gent K101
K102 | Univ Writing Utensils Inc Los Angeles K102

K103 | Univ Writing Utensils Mex  Monterrey K102

Figure 2.4: Assigning company codes to companies

2.2 Configuration for parallel currencies

Basic material ledger configuration is covered in Sections 1.1.1 and 1.1.2.
The required currency types should be selected prior to defining the com-
pany code; trying to change them at a later date is a difficult task requiring
conversions and probable loss of historical data, assuming it can be done
at all. For this scenario, all the currency types use the legal valuation view.
The currency types are assigned by company code to the required financial
ledgers and are then assigned to the valuation area as part of the material
ledger setting for that valuation area.

2.21 Ledger settings

For a currency type to be eligible for use as a material ledger currency, it
must be assigned to the company code/ledger combination in transaction
FINSC_LEDGER. After selecting the ledger in the LEDGER folder, click on
the CoMPANY CODE SETTINGS FOR THE LEDGER folder. Figure 2.5 shows
the currency definition for company code K103 in the leading ledger OL.
LocaL CURR. TYPE is automatically generated from the company code def-
inition, and GLoBAL CURR. TYPE comes from the configuration of the con-
trolling area to which company code K103 is assigned. Local currency type
is mandatory for the material ledger. The other material ledger currency
types must come from the global currency type and the eight other freely
defined currency types.
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| Change - Display  Details  Undo Change  SelectAll  Select Block  DeselectAll  Check entries of oo

Dialog Structure Ledger oL FRS

(o currency Types
[ Global Currency Conversian Setti
[ Currency Conversion Settings for~ ~Mpany Code Settings for the Ledger

~[3 Ledger CoCd | Company hame Local Curr. Type  Global Curr. Type  FreeDef Crey 1 f
~[@ company Cote setings ror tnf K103 | Univ Writing Utensils Mesx 10 30 50
[0 Accounting Principles for Le vaee | a1 ann an an

Figure 2.5: Defining currency types for ledger and company code

Figure 2.5 shows currency type 60 assigned as one of the freely defined
currencies, as required by the scenario. Other currency types can be as-
signed, but only three can be used by the material ledger.

2.2.2 Currency settings

The currencies to be used by materials in the plant or valuation area are
determined by the configuration of the material ledger type. Transaction
OMX2 shows the material ledger type definition for type UWU1 (see Figure
2.6).

~ | MNewEntries  Delete  Undo Change — SelectAll  SelectBlock  DeselectAll  Configuration Help

Dialog Structure ML Type CT from F COCroyTyp  Manual Diescription

\/1@ Define material ledger type
[0 Defing individual characteristic

w1 Univ Writing Utens Legal

Figure 2.6: Configuring the material ledger type

Click on the DEFINE INDIVIDUAL CHARACTERISTICS folder to display the cur-
rency types assigned to the material ledger type (see Figure 2.7). Currency
type 10 is automatically assigned when the material ledger type is created.
Up to two more currencies can be defined, but they must be one of the
allowed currency types for the material ledger (this list is covered in Section
1.1.2). Only currency types valid for the material ledger can be selected.
User-defined currency types are not allowed.
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Dialog Structure Mat. Ledger Type: | Uwu1 E

[ Define material ledger type
e Defirie individual characteristic]

Crey type | Short Descript.

1o Company code currency
] 30 Group currency
] &0 Global company currency

Figure 2.7: Assigning currency types to material ledger type

When a new plant or valuation area is created, the material ledger type is
assigned to the plant by using transaction OMX3 (see Figure 2.8). The as-
signment is valid only if the following are true:

» the currency types are valid material ledger currency types
» the currency types are assigned to the company code for the lead-
ing ledger in FINSC_LEDGER

Note that other currency types can be assigned to the company code/ledger
combination but cannot be used for inventory valuation purposes.

| | hl | Mew Entries  CopyAs..  Delete L

“aluation area Company Code  Mat. ledger type
Ll 3 K102 0001

LwLI4 K103 U1 E

Figure 2.8: Assigning material ledger type to valuation area

2.2.3 Plant activation

The final configuration is made by using transaction OMX1 to enable the
material ledger for the valuation area. Once enabled, it cannot easily be
disabled again in a production client. This should only be done in a devel-
opment or test client, because disabling deletes historical material ledger
data.
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