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Foreword

I have known Mohan lyer for many years, first professionally and now personally.
Mohan is a tireless advocate for the development of best practices and for making
the Oracle E-Business Suite world a better place. He is one of those guys who digs
into issues and understands it both technically and functionally before making

a recommendation to a client. Mohan is also a great asset to the user community
through Oracle Applications Users Group (OAUG), NorCal Users Group, and
other forums.

This book is the culmination of many, many years of Mohan's experience and
research. Readers of this book will be blessed with great insight and comprehensive
analysis of the functionality and best practices related to Oracle's R12 E-Business
Suite release. I am pleased to be able to recommend this book.

This book focuses primarily on issues related to functionality. If you have questions
on internal controls or security relating to this content, feel free to e-mail me at
Jhare@erpra.net.

Jeffrey T. Hare, CPA CISA CIA
CEO, ERP Risk Advisors
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Preface

Implementing a packaged ERP is a major task. It takes months of planning, running
test cycles, resolving issues, and testing again. In many cases, asking the right
questions when the project starts will reduce the stress of the project lifecycle.
Implementation partners know the software; only you know your business!

Oracle E-Business Suite Financials R12: A Functionality Guide, helps in bringing the two
skill sets together, knowledge of the software and the business knowledge of the
user. Implementation projects are a learning experience. If you knew the ERP system
capabilities at the outset, your questions would be different. This book helps you ask
those "right" questions.

This book will lead a user who is going in for an implementation to the capabilities of
E-Business Suite R12 at a high-level as an overview. It will help the user understand
what the E-Business Suite can do and what questions should be asked of an
implementation partner. It will also help you understand which functionalities

will meet which business requirements in your enterprise.

What this book covers

Chapter 1, Overview of Oracle E-Business Suite, provides a brief overview of the
framework of the structure of Oracle E-Business Suite. The chapter sets a baseline
for the rest of the chapters that follow and helps with the knowledge of some of the
key words and data points that are used in the book.

Chapter 2, General Ledger, covers the book is based upon. General Ledger is the
cornerstone of the suite and manages to bind together all the data for financial
purposes within a single ledger for tracking and reporting purposes.



Preface

Chapter 3, Subledger Accounting (SLA), introduces a new and fundamentally dynamic
aspect of accounting, the accounting engine. This is new in Release 12 and helps
intrinsically manage all accounting entry creation from transactions in all the
E-Business Suite products. The engine is a user manageable rules repository that
can be modified to engage the transactions in creating accounting as needed by
your business.

Chapter 4, Inventory, introduces a warehouse management tool that allows enterprises
to manage stocking, storage, and tracking of products, parts, and assemblies. Most
enterprises use this product in their day-to-day business and manufacturing processes.

Chapter 5, Purchasing, covers procurement and its related processes, including the
definition of suppliers and how to manage the activity of procuring goods for the
enterprise. You will note that the book covers only MRO purchases and effective
accounting for these activities.

Chapter 6, Payables, introduces the reader to an end point of the Procure to Pay
business flow. Oracle Payables tethers the end point for the Procure to Pay process.
The chapter also covers the payment processes.

Chapter 7, Assets, introduces the reader to the integrated view of how Oracle Assets
works to enable the enterprise to manage assets. This chapter will also briefly
address Construction-in-Process (CIP) assets and processing assets for tax
reporting purposes.

Chapter 8, Cash Management, walks the user through how Oracle Cash Management
helps the organization manage banks and financial institutions from within a
singular and central portal in an integrated manner. This chapter will also introduce
the new and formal bank management central repository for all dealings with banks
including their definition, upkeep, and maintenance.

Chapter 9, Treasury, is a superset of the Cash Management product that allows the
enterprise to manage legal entity relationships with ease and allows transfer of funds
in an automated manner. This also gives the user additional functionality of other
financial institution related transactions such as hedging, interest, and so on.

Chapter 10, Order Management, initiates the second leg of the process flows covered
in this book. The chapter introduces the reader to the Order to Cash flow and
introduces order capture, management, and fulfillment capabilities for managing
your sales cycle.

Chapter 11, Receivables, manages invoicing and cash receipts that allows the enterprise
to manage their cash flow. It is also the last leg in the Order to Cash process flow
covered in this book.

[2]
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Chapter 12, Credit Management, covers a new product introduced in the later

releases of Version 11. The chapter also includes the existing credit check
functionality that has been the major control perspective for the sales cycle. There
have been multiple discussions about whether the business function of managing
credit is incomplete without additional products, namely, Oracle Trade Management
and Oracle Deduction Management.

Chapter 13, E-Business Tax (EBTax), is a product that was introduced in Release 12

to manage all the tax requirements such as, content, calculation, rules engine, and
reporting from a centralized repository that is fully integrated with all E-Business
Suite business flows and products. E-Business Tax is configurable and scalable for
adding and maintaining country-specific tax content.

Chapter 14, Oracle Workflow, delivers a complete workflow management system

that supports business process based integration with approvals for transactions.

In some cases, workflow also enables generation of account code combinations as
part of specific processes. Its technology enables modeling, automation, and routing
information according to user-defined business rules.

Chapter 15, Approvals Management Engine (AME), is a product that was introduced in
E-Business Suite 11i. This was after the persistent requests of many users to provide
a more flexible rules engine to manage approvals of transactions in the E-Business
Suite software.

What you need for this book

You do not need any specific software to read or understand this book. However,
the book is based on the E-Business Suite (version R12) software —an Enterprise
Resource Planning (ERP) software sold by Oracle.

Who this book is for

This book is for first time users and users who want to get a quick review on the
capabilities of Oracle E-Business Suite; possibly helping improve the use of the
systems functionality. The book covers all the Financial modules and highlights a

few modules that relate to Order Fulfillment. The book provides information about
what can be done in Oracle E-Business Suite and, in some cases, how to get the correct
configuration. The book does not walk through all the configuration options, just a
few to highlight the nuances of the specific impact of several configuration steps.

[31]




Preface

Conventions

In this book, you will find a number of styles of text that distinguish between
different kinds of information. Here are some examples of these styles, and an
explanation of their meaning.

Code words in text are shown as follows: "Another implication of this value is that,
on failure of Journal Import, the data will be rolled back to SLA tables and will not
have any resultant hanging data in GL_ INTERFACE."

New terms and important words are shown in bold. Words that you see on the
screen, in menus or dialog boxes for example, appear in the text like this: "The users
can click on the Preferences link on the web form and manage default preferences
and options for their use."

[ % Important notes appear in a box like this. ]

Reader feedback

Feedback from our readers is always welcome. Let us know what you think about
this book —what you liked or may have disliked. Reader feedback is important for
us to develop titles that you really get the most out of.

To send us general feedback, simply send an e-mail to feedback@packtpub.conm,
and mention the book title through the subject of your message.

If there is a topic that you have expertise in and you are interested in either writing
or contributing to a book, see our author guide on www. packtpub.com/authors.

Customer support

Now that you are the proud owner of a Packt book, we have a number of things to
help you to get the most from your purchase.

[4]
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Errata

Although we have taken every care to ensure the accuracy of our content, mistakes
do happen. If you find a mistake in one of our books —maybe a mistake in the text or
the code —we would be grateful if you would report this to us. By doing so, you can
save other readers from frustration and help us improve subsequent versions of this
book. If you find any errata, please report them by visiting http://www.packtpub.
com/support, selecting your book, clicking on the errata submission form link, and
entering the details of your errata. Once your errata are verified, your submission
will be accepted and the errata will be uploaded to our website, or added to any list
of existing errata, under the Errata section of that title.

Piracy

Piracy of copyright material on the Internet is an ongoing problem across all media.
At Packt, we take the protection of our copyright and licenses very seriously. If you
come across any illegal copies of our works, in any form, on the Internet, please
provide us with the location address or website name immediately so that we can
pursue a remedy.

Please contact us at copyright@packtpub.com with a link to the suspected
pirated material.

We appreciate your help in protecting our authors, and our ability to bring you
valuable content.

Questions

You can contact us at questions@packtpub.com if you are having a problem with
any aspect of the book, and we will do our best to address it.

[51]
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Overview of Oracle
E-Business Suite

Oracle E-Business Suite (EBS) is an integrated suite of enterprise software modules
for financial management, supply chain management, manufacturing, project
management, human capital management, and customer relationship management.
Oracle E-Business Suite history dates back to nearly 25 years ago when Oracle started
the Oracle Applications division, a group focused on building business management
software closely integrated with Oracle database. The first Oracle ERP Application,
Oracle General Ledger was launched in August 1988. Since then, Oracle Application
releases have continued at regular intervals. May 2000 saw the introduction of
Release 11i and in January 2007 Release 12 was launched.

This book is intended to serve as a quick guide for Oracle E-Business Suite users and
implementers. This handbook discusses two key business process flows —Order to
Cash and Procure to Pay.

In this chapter, we will discuss the foundation features and various products that
make up Oracle Financials:

e Navigation within Oracle E-Business Suite with focus on Release 12

e Fundamentals of flexfields

e Shared entities

e  Multiple Organization (MO) concepts

e  Multiple Organization Access Control (MOAC)

e Integrated flows

¢ Globalization support

e Key aspects of application security



Owerview of Oracle E-Business Suite

ERP and Oracle E-Business Suite

Oracle E-Business Suite has multiple products that support the capability to manage
an enterprise. The term often used with these type of software solutions is ERP,
which stands for Enterprise Resource Planning (ERP).

There are various ERP software solutions in the market but this book focuses on the
solution from Oracle and the latest version is most often referred to as "EBiz Suite
R12" or just simply R12 in this book (and in discussions and forums).

This handbook focuses on Oracle Financial products for Procure to Pay (P2P) and
Order to Cash (O2C) business flows. As we will also be covering Oracle Fixed Assets
and some reporting aspects in the following chapters it might seem like we are also
covering additional flows or portions thereof, but the focus will remain on these two
flows mentioned previously.

It is important to note the fact that these are separate products (and were at some
point in time developed as stand-alone products) and there are differences in the
way they feel, act, and look. Though they accomplish their goals in an integrated
fashion, some of the technological framework is different. This does in many cases
lead to interesting scenarios.

Over the following chapters, you will be introduced to key setups and key
configurations considerations of Oracle Financial Applications products and
transaction processing concepts.

The modules that will be covered are:

e General Ledger

e Subledger Accounting
e Accounts Payables

e Accounts Receivables
e Cash Management

e Treasury

e Fixed Assets

¢ Inventory

e Purchasing

e Order Management

e Credit Management
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The following common products are integrated with the Oracle Financials suite and
serve as important building blocks:

e Oracle E-Business Tax

e Oracle Workflow

e Oracle Approvals Management Engine (AME)

Key setups and configurations will be discussed for the common modules.

Oracle E-Business Suite is a complete set of business applications that enables
corporations to efficiently track detailed business transaction data to help gather
decision-making information. Oracle Financials are a subset of the E-Business Suite
and are a family of products designed to capture and analyze your financial data.
Oracle Financials applications helps to meet your obligations in key areas such as:

e Compliance

e Financial control

¢ Regulatory reporting

e Cost containment

e Risk management
Though the following chapters do not necessarily cover all these aspects in detail the

controls and reporting capabilities are inherently built into the suite and are available
to be implemented and used as needed.

Some products may need additional licensing. One of the data entities we will talk
about in this chapter is generically called organizations. The financial suite supports
the capability to help represent various business models in its configuration structure
and are represented with related data entities. These can be listed in brief as follows:

¢ Your organization

e Therole of your Legal entities

e Representing your organization in the system

e Organizational classifications in Oracle Financials

e Chart of Accounts

e System entities

[o]
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We will briefly cover the inherent aspects of the organization in this chapter and the
details will be covered in subsequent chapters where they are more relevant and
configured. In Oracle E-Business Suite Release 12 (R12) the legal entity has been
upgraded to an important data entity and now controls the ownership of various
transactional and master data within the product suite. This is covered in more
detail in Chapter 2, General Ledger.

The Chart of Accounts is a key feature in capturing your transactional accounting
information to be able to report in a manner that supports and benefits the
organizations' various organizational requirements.

Organizations and what they denote and identify will be briefly covered in a later
part of this chapter.

Integration and process flows

As mentioned in the earlier part of this chapter, E-Business Suite is an integrated
solution that has the capability to manage multiple business processes that support
any given enterprise. The supported processes are:

¢ Financial Control and Reporting

e Corporate Performance Management

e Corporate Governance

e Credit to Cash

e Procure to Pay

e Asset, Real Estate, and Lease Management

e Cash and Treasury Management

e Travel and Expense Management

The business flows depict the close integration between the products as data flows
from one to the other and also highlight the shared data sets that they use.

The two main business process flows associated with Oracle E-Business Suite Release
12 financial modules and the ones that we intend to cover in this book are as follows:

e Order to Cash (02C)
e Procure to Pay (P2P)
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Order to Cash modules and processes

The Order to Cash (O2C) process is the revenue generating business process in the
enterprise and is supported by the following E-Business Suite products:

e Oracle General Ledger: Accounting journals for Receivables and
Inventory activity

e Oracle Receivables/iReceivables: Book receivables for goods shipped and
services rendered (only if Service Contracts is not installed)

e Oracle Inventory: Items, inventory relief

¢ Oracle Order Management: Manage Orders, ship goods, and services
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e Oracle Cash Management: Banks for collecting Cash Receipts
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CASH MANAGEMENT INVENTORY

UNIT OF MEASURES

A
I
I
I
I
|

PAYABLES
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Procure to Pay Modules and Processes
The Procure to Pay (P2P) process is the procurement and related activity in the
enterprise, and is supported by the following E-Business Suite products:
e Oracle General Ledger: Accounting journals for Accruals, Invoices,
Payments, and Inventory receipts

e Oracle Cash Management: Reconcile cash payments, adjustments and
corrections to cash payments and manage Banks

e Oracle Payables/iExpenses: Record invoices and employee expense reports

e Oracle Inventory: Set up inventory/expense items, record inventory activity
such as receipts of inventory, returns, and corrections.

e Oracle Purchasing/iProcurement: Procure goods and services, record
periodic and perpetual accruals
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Shared entities

The financial application suite of products share a common data model and a set

of integrated applications to give the enterprise a holistic view of their data. This
enables the enterprise to view their business/financial information in a consolidated
view and assist in their making informed decisions.

The products also share —due to the tight integration — data elements across them
so that an entity (say an Employee) that has been defined in one product is the
same entity that is used across all products that require that entity. This reduces
maintenance overhead and leads to accuracy in the data that is used across

the products.

Shared entities allow one-time definition of a business object so that it can be
used across various modules. The ownership of a shared entity within a business
organization may vary but technically the ownership is linked to a single module.

Here is a list of some often used shared entities with corresponding product owners:

Shared entities Product owner

Unit of Measure Inventory

Items Inventory

Suppliers Purchasing

Customers Receivable

Salespersons Sales

Employees Human Resources
Locations Human Resources
Currencies Application Object Library

The last product Application Object Library (AOL) is a technological layer that
owns a lot of internal data elements and the currencies happen to be part of
this product.

Not many other data sets that you will work on at a functional level are owned
by this product. We will identify in this chapter one more such important data
set owned by this product.

[13]
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Fundamentals of flexfields

Most enterprises have a multitude of data that they capture as part of their business
transactions. To manage transactional capture of these data elements E-Business
Suite has gathered most of the requirements and has more than what most
enterprises would consider a data element that would need to be captured. However,
the most will probably cover only 90 percent of the needs. This is a fact; it's just not

a gap that can be completely covered. To compensate Oracle has allowed the facility
to capture additional data in most of their transactional and master data entry forms.
These are called Descriptive Flexfields (DFF). They help to capture these additional
data elements and these additional columns are built into the existing database tables
and can be configured to capture whatever data you need.

There are a fixed number of columns depending on the transaction (between 7 to 15).

There is a concept of a driving field that can be used to manage what data is captured
in these additional fields if needed. The driving field is called a Context Field, and
the data capture can be context sensitive to enable an enormous flexibility in what
you capture.

In addition to this functionality there is another flexfield component that Oracle
E-Business Suite has deemed necessary to provide a flexible data capture
environment. These are predefined flexfields that the system will use in its
designed framework to capture and manage data. An excellent example of this
is the Accounting Flexfield.

These are called Key Flexfields (KFF) due to the very reason that they are the key in
the framework and processes that E-Business Suite will help manage for the user.

The name flexfield has been derived from the fact that these are made up of multiple
segments (data columns) that are user defined. Here are a set of comparisons
between Key and Descriptive Flexfields:

e Predefined:

°  KFFs are predefined and have a specific use and are required to be set
up for proper functioning of the E-Business Suite

°  DFFs are just additional pieces of data that are captured as needed

[14]
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e Structured:

o

Need a structure to be defined in each case (user defined)

o

This structure is limited to the number of columns in the database
table that exists for each transaction

Both KFFs and DFFs can support multiple structures based on a data
condition in your form or application data

e Segmented:
°  Both KFFs and DFFs are segmented (think columns)

°  The number of segments is dependent on the transaction table
e Value set:

o

KFFs must have value sets, but these are optional for DFFs and are
driven by business needs

You have predefined value sets that can be used

e Values:

o

Each DFF and KFF segment can have a set of values, when assigned
to a value set

A Key Flexfield appears on a form as a normal text field with an appropriate prompt.
A Descriptive Flexfield appears on your form as a two-character-wide text field with
square brackets [ ] as its location on the form. When opened for data entry, both
types of flexfields appear as a pop-up window that contains a separate field and
prompt for each segment in use.

This is configurable if you do not need to have the pop-up window
appear each time. However, if you click on the List of Values (LoV)
g icon or the three-dots at the end of the field it will pop-up a window.

Each segment has a name and can have a set of valid values. The values may also
have descriptions.
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. There is another set of flexfields called Globalization Flexfields that
are used for specific localization functionality within E-Business Suite
= and require additional configuration. The discussion of the specifics is
outside the scope of this book.

MI-Manual 4692197 03-JAN-2012 21:50:28

Contral Total —

Line  Account Qty Description
10 I
Accounting
Flexfield (AFF)
Mo Sub Acc
Mo Product
AertDesr

A few examples of Key Flexfields in Oracle E-Business Suite finance modules with
corresponding owners are shown in the following table:

Key Flexfields Owners
Accounting Flexfield General Ledger
Asset Key, Asset Location, and Category Flexfield Assets
Territory and Sales Tax Location Flexfield Receivables
Item Categories, System Items, Item Catalogs Inventory

We will be using the Accounting Flexfield (AFF) as an example basis to demonstrate
much of the details in this chapter. The AFF given later in this chapter is one that is
used in the Vision Instance of Oracle E-Business Suite that is delivered with your
installation by Oracle with a sample set of data that you can use as a sandbox for
review and understanding functionality.

The vision installation has been the basis for most of the screens and examples in
this book.
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To configure a flexfield, the following four elements need to be set up:

Structure: A flexfield structure is a specific configuration of segments. As
an example, different Accounting Flexfield (Chart of Accounts) structures
can be defined in Oracle General Ledger for different ledgers if needed. The
structure is made up of one or more than one segment.

Segment: A segment is a single subfield within a flexfield structure. You
can define the appearance — display size, prompts, and assign a value set.
You can also define if it is required and if any security is enabled, when
defining the structure. A segment is represented in your database as a
single table column.

Value set: A value set is defined to create a definition for the segment, such
as the length, format type, including format definitions and validation type.

Validation types:

o

None: This value set has no list of approved values associated with it.

o

Independent: Independent type value sets perform basic checking
but also check a value entered against the list of approved values
you define.

Dependent: A dependent value set is associated with an independent
value set. Dependent value sets ensure that all dependent values are
associated with a value in the related independent value set.

Table: Table value sets obtain their lists of approved values from
existing application tables. When defining your table value set, you
specify a SQL query to retrieve all the approved values from

the table.

Special: This specialized value set provides another flexfield as a
value set for a single segment.

Pair: This specialized value set provides a range flexfield as a value
set for a pair of segments.

Translatable independent: A translatable independent value set is
similar to an independent value set in that it provides a predefined
list of values for a segment. However, a translatable independent
value set can contain display values that are translated into
different languages.

° Translatable dependent: A translatable dependent value set is
similar to a dependent value set. The available values in the list and
the meaning of a given value depend on which independent value
was selected in a prior segment of the flexfield structure.
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e Values: Generally, the flexfield validates each segment against a set of valid
values using a value set that defines the type of value, length, and min and
max values. You can also have segments that have no predefined values.

It is advisable to use a predefined set of values for Key
s Flexfield segments.

o] I
O] (=
1 Mumber Enabled
Narne Window Prompt Column Yalue Set Displayed
1 Company Company SEGMENTI Project Mfy Company -
2 Location Location SEGMENT2 Project Mfy Location
f 3 Department Department SEGMENT3 Praject Mfg Departrent
f .4 Account Account SEGMENT4 Project Mfy Account
lF 5  Sub-Account Sub-Account SEGMENTS Project Mfy Sub-Account
f 6 Praduct Product SEGMENTS Project hifg Product
f 7 | Cost Element Cost Element SEGMENT? Project Mfy Cost Element
f g Intercompany Intercompany SEGMENTS Project Mify Company
OO
M oo -
C
MNarne Description Enabled
l Cost Center Segment | This attribute is used to identify the cost center segment. | = Open
| Matural Account Segrme This attribute is used to identify the natural account segment. v
Balancing Segment This attribute is used to identify the balancing segment. This is typir ]

Intercompany Segrent |This attribute is used to identify the intercompany segrment
Management Segment | This attribute is used to identify the management segment.

Secondary Tracking Sec|This attribute is used to identify the secondary tracking segment to

There are additional aspects that are unique to the Key Flexfields that allow them to
focus on functionality that is built into the design of the E-Business Suite. These are
specifically important for the functionality and the capability to manage the quality
of the data for a financial transaction. These aspects also manage to enforce accuracy
in data capture and processing.

These help, if configured accurately, in managing to help the enterprise gather the
financial data as required by the business and process and report on the resulting
data sets with accuracy and adhering to GAAP rules.
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Additional flexfield information

Due to the fact that E-Business Suite is a packaged application and is expected to
cater to the requirements of multiple businesses, there are some framework elements
that enhance the functionality of the generic data capture facility. Some of these are
described here in brief.

A qualifier is defined as an element that enhances or identifies a need to specifically
note the use of a specific field /data set. In Oracle E-Business Suite segment qualifiers
are used extensively to manage functionality within the system.

Segment qualifiers

One of the most important ones is the segment qualifier (for the Accounting Flexfield).

We will discuss the segment qualifiers that are available and used as part of this
flexfield.

The AFF has the following segment qualifiers:

e Cost center segment

e Natural account segment

¢ Balancing segment

e Intercompany segment

¢ Management segment

e Secondary tracking segment

Each segment qualifier is used by the system to process data in each case for a
specific purpose.

The balancing segment is used by the system to ensure that a balanced trial balance
report can be generated for a value in that segment.

The natural account segment has to be identified with additional tracking segments
to identify —asset, income, expense, liability, and so on. Then the system will also
automatically rollover the net balance of income and expense balances to the retained
earnings account and zero out the balances when a new fiscal year begins as defined
in the system.
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These are predefined Key Flexfield qualifiers, and this manages to identify to the
application that there is a special need for some activity to be performed based on
these values.

There is no easily supported way to add additional qualifiers
s to flexfield segments.

Descriptive Flexfields used with the Accounting Flexfield segment qualified as a
natural account identify usage for each value as follows:

e Allow budgeting
e Allow posting

e Account type (Asset, Expense, Liability, Ownership/Stockholder's Equity,
Income, and Revenue)

e Reconcile

e Third Party Control Account (Yes, No, Customer, Supplier, and Restrict
Manual Journals)

The budgeting and posting qualifiers are available for all the AFF segments.

Allow dynamic inserts

The Accounting Flexfield structure is made of multiple segments and each segment
has valid values as per your configuration. When these segments are used together
they create a combination (accounting flexfield combination). This happens normally
when you are entering an accounting transaction such as a journal entry. Dynamic
inserts for your Accounting Flexfield allow creating combinations as the transactions
are entered. As long as values for each segment are valid the combination will be
created.

This is an easy method to create combinations, but also allows inaccurate
combinations to be created when a user inadvertently chooses the wrong set of
values in each segment. The inaccuracy cannot be controlled by the system and is
normally an error due to a business requirement.

To manage creating only accurate combinations you can either choose to not allow
dynamic inserts, or use cross-validation rules (CV rules).

% If you do not allow dynamic inserts then your business must
= create each combination for your transaction to use manually.
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Cross-validation rules

Cross-validation rules (CV rules) are another level of functionality that allows you
to use the segments and manage the combinations that get created when you use
the segment values together in a transaction. The important point to understand is
that the CV rules are only effective when the combinations are being created for the
first time.

This is the reason that CV rules should be created when beginning an
implementation and before creating any transactions that create accounting code
combinations.

Aliases

Another way to make sure that users do not create incorrect combinations is to use
an alias. An alias is a label that you create for oft-used combinations. This way the
users do not need to enter all the segment values (or remember what they should
be). Another benefit is that with an alias you can also have specific segments blank so
that a user can choose to fill them in as appropriate at the time of transaction entry.

Even if the alias has specific values defined these can be changed at the time of
transaction entry.

Security rules

One more functionality to manage transactional accuracy is to manage specific values
that can be chosen by a user in a transaction. A security rule is built to allow access

to a subset of values within the list of valid values for a specific "responsibility". It

is important to note that when defining segment details there is a data element that
controls if security rules can be used or not and this should have a value other than
"No Security" for security rules to work.

Fundamentals of organizations

There are multiple system entities that are in a generic fashion referred to as
organizations in the applications suite. These however, have classifications that
identify how they will be used and their effect on the configuration and usage.

The Oracle E-Business Suite includes the following important system entities:

¢ Business Group
e Government Reporting Legal Entity (known as GRE in previous releases)
e Legal Entity
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e Ledgers
e Operating Unit
e Inventory Organization

e Human Resources Organization (also commonly identified with
Departments)

Each system entity is assigned to a classification that determines its functionality and
indicates how you might want to deploy it. These system entities sit at the highest
level of the configuration basis in the suite and are shared across all the products
within the E-Business Suite.

We will be focusing on the Operating Unit in this chapter. This is due to the fact
that the Operating Unit (OU) provides the seemingly unique aspect of being able
to segregate data within a ledger, legal entity, and business group.

The functionality that an OU provides, commonly referred to as multi-org, enables
multiple business units in an enterprise to use a single installation of E-Business
Suite Applications products while keeping transaction data separate and secure.
This was first introduced in an earlier release (Release 10.4). Prior to this release this
functionality required users to install multiple versions of the software to manage
these segregations.

The segregations were managed by assigning a responsibility (or a role) to a user
that secured data to an Operating Unit (OU). This allowed users to use a single
installation of the applications suite and manage data segregation and transactional
capability to specific areas within the enterprise. This has been enhanced to allow
access to multiple organizations, called Multiple Organization Access Control
(MOAC), from within a single responsibility with Release 12.

Some of the modules that support the multi-org structure are:

e Oracle Cash Management

e Oracle Order Management
e Oracle Shipping Execution

e Oracle Release Management
e Oracle Payables

e Oracle Purchasing

e Oracle Receivables
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The functionality secures access to data so that users can access only information that
is relevant to them. You can also sell products from one Operating Unit that uses one
primary ledger, but ship them from another Operating Unit using a different primary
ledger, while automatically recording the appropriate intercompany accounting by
posting intercompany accounts payable and accounts receivable transactions.

The multi-org model provides a hierarchy that can dictate how transactions flow
through different business units and how those business units interact. In the next
illustration, note the different shapes used for each organization type. The shapes
are helpful when drawing multiple organization diagrams.

OWNER USAGE
Human Resources
Payroll
Human Resources BUSINESS GROUP Purchasing
Approvals

Management Engine

General Ledger

Legal Entity Cash Management
LEGAL ENTITY
General Leader,

Receivables, Payables

General Ledger LEDGER Purchasing, Inventory,

Purchasing

Receivables, Payables

Human Resources OPEUR@-.?NG Order Management,

Purchasing

Inventory, Shipping,
Receiving,
Manufacturing

INVENTORY

Human Resources ORGANIZATION
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With E-Business Suite Applications accounting, distribution, and materials
management functions, you define the relationships between inventory
organizations, operating units, and ledgers to create a multi-level company structure.
Each organization classified as a legal entity must specify a primary ledger to post
accounting transactions. A legal entity points to one and only one primary ledger. An
inventory organization is used to define, manage, and store items (products, parts
list) and must reference an operating unit for sales and procurement transactions.

In R12 an inventory organization can point to only one operating unit. Items are
defined in the master inventory organization (master parts list) and added to

the appropriate child inventory organizations for transactional purposes. This is
explained in a little more detail in the Chapter 4, Inventory.

Multiple Organization Access Control

Multiple Organization Access Control (MOAC) is basically the ability to access
multiple operating units from a single application responsibility. In prior releases,
a single responsibility allowed access to process data only for one operating unit. If
a user was managing Payables for Sweden, Norway, and Finland a user needed to
have three different responsibilities to do their tasks.

The operating unit is used to manage data in subledger products—as
listed earlier — General Ledger does not use operating units to segregate
data.

. InRelease 12 a security profile is used to assign multiple operating
& units as required. This security profile when assigned to a
A~ responsibility will grant access to multiple operating units. Given the
example of a user above managing payables for Sweden, Norway, and
Finland they could now manage all payables for these three countries
from within a single responsibility. MOAC is not enabled and used for
the iProcurement and iExpense modules.

Application security

Oracle E-Business Suite Release 12 provides significant enhancements to the Oracle
E-Business Suite security system. This model is now called Oracle User Management
and a depiction is shown in the following figure:
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Core Security

The Core Security now includes a Role Based Access Control (RBAC) model

that builds on the existing function security (menu functions) and data security

(OU access across subledgers, security rules in GL, project organization access in
Oracle Projects, and so on) model. The function security is the base layer of access
control in Oracle E-Business Suite. It restricts user access to individual menus and
functions within the system, but does not restrict access to the data contained within
those menus.

Data security is the next layer and builds on function security. This layer provides
access related to the data that a user can access. Oracle E-Business Suite restricts
access to individual data that is displayed on the screen once the user has selected
a menu or menu option.
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RBAC enables organizations to create roles (also called responsibilities as in previous
releases) based on specific job functions and to assign these roles the appropriate
permissions (a lower level access model than a responsibility). Access control is
defined through roles, and user access to Oracle E-Business Suite is determined

by the roles granted to the user. In Cash Management for example the RBAC
functionality is used to grant access to a role (also called a responsibility) to a specific
legal entity and that allows the bank account to be used for a given legal entity (and
its related operating unit). For example, cash management security based on a legal
entity uses RBAC for internal bank accounts.

Administrative security

Delegated administration is a privilege model that builds on the RBAC system

to provide organizations with the ability to assign the required access rights for
managing roles and user accounts. Administration privileges determine the users,
roles, and organization information that delegated administrators can manage.

The registration processes enable organizations to provide end-users with a method
for requesting various levels of access to the system. Based on their eligibility these
access requests can be granted (approvals can also be managed before these grants
are made).

Self-service requests and approvals enable end users to request initial access or
additional access to the systems. Approvals for these requests can be managed
systematically and tracked for audit purposes before the grant is made.
Notifications can be generated to the requestor so that there is a seamless
process to granting access.

Navigation

Oracle E-Business Suite Release 12 introduces the Swan user interface, which has a
browser look and feel.
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ORACLE
2 I

*User Name
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= % [example: michzel james,smith)
*Password

{example: 4u35v23)

Login || Cancel
Login Assistance

Accessibility None -

Select a Language:
English

To gain access to use the E-Business Suite the system administrator has to create a
username and a password, and assign specific responsibilities to access functions in
specific products.

Oracle E-Business Suite Release 12 can support multiple languages and the user can
select a language of choice during the login process.

The access to each product is defined by a responsibility (also called a role). The
following screenshot shows a personal home page with a list of responsibilities.
The user clicks on a responsibility to access the available functions. Oracle provides
default responsibilities that have access to all the functions and many enterprises
may want to change this to manage SOX compliance issues.
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In earlier R12 releases there used to be a three panel launch page. The responsibilities
were listed on the left pane, the functions were displayed in the center pane, and
favorites were listed in the right pane. This has changed in R12.1.3. You now have

a two panel page and Favorites has been moved to a drop-down on the title bar.

The other major change in 12.1.3 is that the submenus and functions for a
responsibility now show up in a cascade fall below the main responsibility pane.
The favorites list now contains a mix of standard forms, web pages, and web links.

If you look at the icons on the favorites list, they tell a story. The icons on the first five
Favorites link are standard forms explained a little later, called GUI forms. The next
Favorite is a web link to an external site — Metalink — Oracle support site. The last
two are web pages.

The following screenshot is a graphical user interface form also known as a GUI
form, and referred to previously as a standard form. This user interface has been
available and in use from release 10.7 GUI and is still prevalent in many cases.

Eile Edit Yiew Folder Tools Reports Window Help DRACLd
HY0 H84P Sy LE99% 7
(]
Batch Contraol Total Batch Actual Total
Function Key -
a Actions LOY Shift+Ctrl+F&
Block Menu Ctri+8
Operating Unit Customer Taxpayer ID | Type PO Numhber Trading Pa |Supplier Mum | Supplier Site Invoice Date |Invoice Num | |Invoit  Clear Field F&
.\fismn Cperations Abhott Lab 5038 CORPHQ  05-JAN-201Z MHnvoice-100 USD| | ClearForm F&
Clear Record F
Commit Clrl+&
Count Query F12
Delete Record Ctri+Up
- Display Error Shift+Cirl+E
Duplicate Field Shift+F 5
1 General 2 Lines 3 Holds 4 View P it 5 P ts B Wiew Prep Applicati| | Duplicate Record Shift+F6
Edit Ciri+E
Tatal Enter Query Fi1
= Gross 1,000.00 Retained et 1,000 Execute Query Ctri+F11
Exit F4
Nurn | Type | Amourt PO Nurber | PO Release PO Line |PO Shipment | Match Basis | PO Distribution| | Receipt Nurnber | Receipt Line | | Function 0 ShifteCtr+F10
Function 1 Shift+Ctri+F1
1 Jftem 1.000.00 Function 2 ShifteCi+F2
Function 3 Shift+Cirl+F3
Function 4 Shift+Ctri+F4
Function § Shift+Ctri+Fa
Function & Shift+Cirl+F&
Function 7 Shift+Cri+F7
f Help Ciri+H
Insert Record Chrl+Down
Listofvalues Ctri+L
ListTab Pages F2
Hext Set of Records Shift+F & L
14 v
Actions... 1 Calculate Tax Tax Details Carrections hatch Al Distributiol ‘
oK

This form is used in most places in the all products and has shortcut keys as shown
in the box on the right-hand side of the previous screenshot.

The list of these shortcuts is another document in itself and there are other ease of
use icons on the top as well as the menu bar. This is well documented in a paper
presented to the OAUG in 2007. The paper is titled Wow, I Can do That in Oracle
Applications! The paper was presented by me at the conference and is available

in the conference papers database.
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On the Oracle forms graphical user interface (GUI) form has shortcuts for navigation.
These shortcut keys only work in the GUI form. This is invoked by using the Ctrl+K
command (pressing the Ctrl and K keys together). These commands are used in
general in combination with the Ctrl key, and this may be different in different
environments, so you need to check at your particular environment.

In these forms you will see multiple ways in which data is presented — tabs that hold
additional data sets (for capture and display) in the middle of the image, columns on
the top of the form, and the scroll bar just above the tabs shows that there are more
columns to the right.

Just above the columns on the left-hand corner you see a folder icon &: . This is an
interesting functionality to allow users to manage how they see their columns laid
out for ease of data entry. This is called Folder functionality and is useful to move,
add, or remove the columns shown on the screen.

You cannot add columns that are not inherently exposed by
& the applications framework. You can only choose columns
from a predefined list.

The folder functionality is also described in detail in the paper referred to earlier.

The following is a screenshot of the new web page that is now used for some functions:

ORACLE" rayables

i Navgaiorr 1
v Quick update
U
+  Company Profile -
Ovganization el | | S
Tx Dotadis Hold from Paymant
Address Gook
Contact
Dirmctary i
Bertirae o
Classification LWokoe Payment Tems
it b Payment Cisrency  US dollar = Fay Group [Standard Supplier Faygrd G,
#anking Ditads Payment Priority 20 Abvrns Take Discount
Surveys Terms 4% Het (terms dote + 45) = Exchisde Freight From Decounl
+ Tarms snd Contral Terrma Doke Basis Create Interest inics
Accoinging Fay Dote flasis g
Tax and
Regarting
Supplier Sikes
Furchasing
esnigiled Site Status Actve v Site Nome Oparating Unit Go
Fayment Detaits
Relotiorship Invoidng Paymeat  Terms Supplier Profencacs
Invoice: Creats
Management Hold From Payment
Sire operating Inweokes Match Involcs all ummatched  Unvaldated SO
mame Uit Ervoicn Amount Lt Invoice Tolerance agtion Cumrency  Involces  Rnwoicos Invokes  Fayment Hold Reason Toleranos
SUPPLIER Vision Wision Operations - Toierance ~  Purchase Order »  US dallar » -
SITE Opératons
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The users can click on the Preferences link on the web form and manage default
preferences and options for their use. This is only for the user and is not system wide.

Here is a list of items that can be managed from the Preferences page:

e default language
e date format

e time zone

e number format

e change password

e notification email style

The Navigator link is visible form web forms and is similar to a change responsibility
® icon on the standard form. Clicking on the Navigator link will show a drop-down
of available responsibilities to a user. You can go back to the home page by clicking
on the Home link.

A Help link is available from various web forms and is similar to the ? icon on the
standard form. This will open a new window where help documentation is available
about the form and fields on the form or page. This requires some additional
configuration and should be done by the person who is installing and administering
the E-Business Suite.

Summary

In this chapter, you were introduced to an overview of the E-Business Suite and
a little about how it works and some fundamentals to what makes it flexible and
usable at multiple enterprises.

You learnt about the flexibility and uniqueness of flexfields, organizations, Multiple
Organization Access Control (MOAC), and navigation.

In the following chapters we will introduce you to business process flows, Procure
to Pay, and Order to Cash, delving deeper into each of the products that are

used within these processes and highlighting unique aspects related to usage,
configuration, and transactional areas.
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The General Ledger (GL) is the collector of all data— financial and accounting — that
is eventually used to produce financial reports for the enterprise. Transactions are
transferred from the subledgers (AP, AR, PO, Inventory, and so on) to the General
Ledger typically at month-end or at periodic intervals.

In R12 a new process has been introduced to manage the creation of the accounting
entries and the transfer process to the GL. This new process is called Create
Accounting.

The General Ledger gathers data as transactions from AP and AR are transferred to
GL from the subledgers). A new Subledger Accounting layer manages all accounting
representations and is the conduit for accounting entries into the GL and the basis for
accounting reports in R12.

Here is what we will cover in this chapter:

o Legal Entity

e Ledgers (including primary, secondary, and reporting)

e Accounting Setup Manager (ASM)

e Security and Transactional processes including Budgeting
e Translation and Consolidation

¢ Intercompany Processing
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¢ Financial Statement Generator (FSG) and Report Manager

Transactions in GL

I

Manual Journals and
Web ADI Journals

I

Recurring Journals

Account
Balances

I

For each unique string
of segments in your
Chart of Accounts

Journal Reversal

Subledger Accounting- SLA Layer

I

Mass Allocation
Journals

Journal Imports from subledgers-AP,AR, and so on

Primary and secondary ledgers

A primary ledger is defined as a ledger where all your day-to-day transactions are
performed and you would typically have a secondary ledger to reflect these same
transactions in one of the following probable scenarios:

e In a different Chart of Accounts
e In a different Accounting Basis

e In a different Currency (also called a Reporting Ledger)

This is an evolving functionality of Multiple Reporting Currencies (MRC) that was
first introduced in the Release 11 to help with the transition to the Euro currency.

A secondary ledger is one that would, in most cases, replicate the transactions from
the primary ledger so that these transactions can be adjusted and can be reported
for specific financial or management purposes. The secondary ledger can also have a
different accounting basis or a different Chart of Accounts. This functionality assists
in maintaining the true value (at transaction time) of a single transaction in two

(or more) scenarios.
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There is no systematic upper limit to the number of secondary/reporting currency
ledgers you may have, though more than three is expected to cause performance
issues for data handling.

The secondary ledger (including a reporting ledger) is configured at the same time
when you define the primary ledger or can be added later. By default the first ledger
you define is termed as primary and then you can attach secondary/reporting
ledgers as needed. If the secondary and reporting ledgers are added at this time
there is always a benefit as they will all be in sync from the beginning.

As in most cases the reason for attaching the secondary ledgers (and reporting
ledgers) is to assist in maintaining a reporting basis, it is prudent to configure
these at the same time. They can however, also be added at a later date.

As an example, if both a statutory and corporate accounting representation is
required for a legal entity's transactions, two ledgers for the same legal entity can be
used: a primary ledger for the corporate representation and a secondary ledger for
the statutory representation. This would mean that you would make adjustments
required to report for statutory purposes in the secondary ledger.

These configurations are performed in the Accounting Setup Manager.

There are options that can be managed to ensure that all the relevant transactions
are effectively copied to the secondary/reporting ledgers.

All account balances are maintained in the GL_BALANCES table for each currency
transacted, converted, or translated. Standard reports, including Financial Statement
Generator (FSG) reports can be used to report on these balances. Trial Balance is one
of the standard reports that can be used to review these balances easily.

The tasks listed previously are now supposed to be all done from a wizard.

Accounting Setup Manager

The setup for a set of books has now changed dramatically. The set of books has been
renamed to Ledgers, and the method to set up a ledger has been now been changed
to a setup wizard.

Before we get into details of how we use the Accounting Setup Manager (ASM)

we should review a new data element that has been around since the implementation
of E-Business Suite, but has now gained an importance and prominence in the

setup process.
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The legal entity is now an integral part in the transactional setup in E-Business Suite
and has become important in the ledger creation process.

You have to define a legal entity before you start creating a ledger in the Accounting
Setup Manager. The legal entity owns all the transactions in the tables, though the
ledger (the legacy set of books) and Operating Unit are still present. The legal entity
importantly owns a bank account and can be transacted only for subledgers (AP, AR)
that are linked through the ledger to that legal entity. Legal entity in E-Business Suite
corresponds closely to legal entity or company in the legal world. This is not a hard
and fast rule and does not need to reflect your legal entity status for each company in
your business hierarchy.

The legal entity concept is now being used predominantly to

own data in E-Business Suite and integrations to other systems
T may not see this in the same manner.

The following screenshot shows a form where you define the legal entity:

reaby Ligol Entity
Indecates re d f s Acded Dtk Apphy

Identification Enfermation

Legal Address

Ganaral Lformation

The address for a legal entity can be defined in this form and will be tagged as a legal
address. Only legal addresses show up on the List of Values (LoV) on this screen.

Ideally, it would be easy to understand if it were that each of your ledgers was to
be associated with a single legal entity. This is not true in all cases. A legal entity
definition is required to start the ledger definition, but you may choose to have
multiple legal entities associated with your ledger. Alternatively, you can also have
company codes in your Chart of Accounts defined as balancing segments, and not
define them as legal entities.
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How do I know what is a legal entity for me? You will need a legal entity to address
one of these concerns/scenarios:

e Statutory and legal requirements for legal entity accounting, such as
document sequencing, tax accounting, and intercompany accounting

e The number of subsidiaries that use different charts of accounts, calendars,
currencies, and subledger accounting methods and ledger processing options
(maintain average balances, and so on)

e There could be a reason not to assign a legal entity to a ledger, but in this case
the assumption is that this will be used to integrate data from an external
system and will not be using any subledgers in the E-Business Suite

A more detailed list of the options that would necessitate

a separate legal entity and thereby a separate ledger are
—listed in the Oracle Financials Implementation Guide
(Part No. E13425-05).

The Accounting Setup Manager in the following screenshot shows tasks that you
can perform for a ledger, the top portion of the screenshot shows the Legal Entities
associated with this ledger, and the portion below shows tasks that have to be
configured for each ledger.

Not all the tasks are required, but you must complete the first step, which is detailed
options for the ledger, shown as a link with the ledger name in the screenshot.

Add Legal Eatity

Country Legal Entity Tdentifier Dalancing Seguent Vi Update Balancing Segment Vihies Viewe Dectaits

Primany Ledger: Vision Oparations (USA)

Satu Step DesCTiption
Define and vod

LASE Uptate Date Updated By Status Update
11-5e5-2006 CBROW! -

Secondary Ledgers

Aubd Secondary Ledgen
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Once you have identified and defined the legal entity, you can continue with the
configuration of the ledger.

A new functionality in R12 assigns a balancing segment value to your legal entity
(and ledger). This identifies the legal entity with a balancing segment value for the
ledger. You can have additional balancing segment values to the ledger in the ASM.
Transactions in the ledger are restricted to these balancing segment values.

You should have already defined your Chart of Accounts structure and calendar,
enabled the currency you wish to use with your ledger, and will most probably use
the default Accounting Method (Standard Accrual) for the ledger.

If you choose to use a secondary ledger with a different
% accounting method, say Cash, then the step following this is
K
where you would attach that as a secondary ledger.

The following screenshot shows the confirmation screen after you have defined the
basic constituents of a ledger definition:

Dig fime: A connting opesantasm

Careel | | Dok | smp 2 o3 | Mgl

Primary Ledger
Subledger Add Additional
Arcounting Reparting Infarmation
* Mame “Chart of Accounts  * Aocounting Calendar * Curmency Mt Curmency s

Swrondary Lodgors

STIP Seconciary s S sptonal, Aol 0 CoURt I
e, o kg optae)

“thart of Accounts * accounting Calendor “Casrnency Subledger Accoun wting Method *Data Comversion Leved add Reporting Currency Delete

rrd
Ackd Secandary Lsdoer

Cancel Rack | Swp2of 3 | Mgt

E-Business Suite provides multiple options to manage transactions in the secondary
ledger. Transactions can be replicated in the secondary ledger in four ways:

e Balance

e Journal

e Subledger

¢ Adjustments Only
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When Balance, Subledger, and Adjustment Only options are used, the system
allows for a self-explanatory method to manage this functionality. Using the Journal
option requires a set of other considerations to be reviewed.

There are multiple journal sources and categories and instead of using each
combination using -Other for source and category will include all values.

A reporting ledger is the same as the secondary ledger except that it is in another
currency, and another important difference is that you can assign reporting
currencies to both primary and secondary ledgers.

When you perform translations, a new ledger called a reporting ledger is created,
and it is similar to (pre-R12) translation balances.

This new ledger cannot be accessed separately as a transactional ledger, thus no
open and close periods are needed. It can be accessed through the primary ledger for
reporting translated balances.

There are multiple ways by which you can manage and maintain reporting ledgers:

e Maintain a complete currency representation of your subledger journals,
General Ledger journals entries, and balances

o

Subledger level reporting currencies are maintained using both
Subledger Accounting and the General Ledger Posting program
to create the necessary subledger journals

Subledger level reporting currencies can only be assigned
s to primary ledgers.

e The journal level reporting currency maintains General Ledger journal
entries and balances in another currency representation

° Journal level reporting currencies are maintained using the General

Ledger Posting program

e The balance level reporting currency only maintains balances in another
currency

° Maintains the translated balances of the source ledger, every time the

general ledger translation program is run in the source ledger

e The adjustment only secondary ledger is with one of the new functionalities
in Subledger Accounting where an adjustment activity can be used to
transfer these to a secondary ledger
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Translation versus reporting currencies

The General Ledger's translation feature (mostly balance level reporting currency)
is used to translate amounts from your ledger currency to another currency at the
account balance level.

Reporting ledger can convert amounts from your transaction currency to a reporting
currency at the transaction or journal level. Reporting currencies are not intended as
a replacement for the General Ledger's Translation feature.

Translation only applies to the General Ledger. It cannot be used to translate
transaction amounts in your subledgers.

A benefit of reporting currencies over the General Ledger's Translation feature is
that with reporting currencies, you can inquire and report on transaction amounts
directly from your subledgers.

A key point to note is that in a pre-R12 scenario for this to be
+  possible the transactions had to be replicated in the subledger;
% with R12 and Subledger Accounting, the transactions are not
"~ replicated, and only journals in the SLA level are generated for
each reporting currency.

Comparing the results of using amounts as a result of your reporting currency
conversion rather than translated amounts, you will find there will be rounding
differences in your accounts.

These differences arise because:

e Translation converts ledger currency amounts to the designated currency

e Reporting currencies convert amounts from the transaction currency to the
designated currency

e Reporting currencies use daily rates to convert transaction amounts

e Translation uses period or historical rates to translate account balances

Ledger and Data Access Sets

Release 12 has introduced additional functionality to manage multiple ledgers as a
collection. This eases reconciliation and close processes for users that have to work
with multiple ledgers.
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Ledger sets conditionally group ledgers into a collection. Additionally, Data Access
Sets also limit the type of access you can have within specific ledgers. This is in
addition to the Balancing Segment values assignment task in the ASM, discussed
previously.

Ledger sets

In R12 you can create ledger sets to perform tasks for a set of ledgers instead of
having to perform all these tasks individually for each of them one by one.

Ledger sets can be used to perform the following tasks:

e Translation and Revaluation: Translate balances and run revaluation across
multiple ledgers in a ledger set

e Open and Close Periods: Open and close periods for multiple ledgers within
a ledger set from a single operation

¢ Reporting: Submit standard reports and Financial Statement Generator (FSG)
reports across multiple ledgers in a ledger set

e Inquiry: Perform online inquiry on account balances or journals across
multiple ledgers in a ledger set from a single view; drill down to the journal
details and subledger transaction for each ledger

Ledger sets can be used to allow access to multiple ledgers and perform tasks
on this set of ledgers in a single process rather than having to do this for all the
ledgers individually.

The ledger sets' functionality enables and facilitates a faster close process for
companies that have multiple ledgers (including reporting and secondary ledgers).

Ledgers must have the same Chart of Accounts and Calendar/
— Period Type combinations to be included in a ledger set.

Data Access Sets

Data Access Sets, another new concept in R12, are used to allow secure access to
specific segment values. They are similar to the Security Rules that are available

in previous versions of the E-Business Suite applications. An important difference
between Security Rules and Access Sets is that this allows you to combine the use
of a ledger within a single responsibility with an access set, and yet use a subset of
some of the balancing segment values in one of the ledgers. It sort of combines and
expands on the Security Rule concept across ledgers.
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The Data Access Sets can be specific to allow Read or Write access or a combination
of both for only the Balancing or Management Segment. Security Rules only allow
the availability of a value to use in the transaction for any segment. The following
screenshot shows a definition screen for access sets:

MI Vision UK
M1 Vision UK
on Retail Bank-UK Ac Flex
unting
Balancing Segment Value

Vision Bank - London (GBP) Read and Write
Vision Bank - Londnn MRC (EUR) | |Read Only
Vision Bank - London MRC (USD) | Read and Write

The privileges that can be granted allow inquiry only or both enter/manage
transactions and inquiry.

Using a Data Access Set you can allow full ledger access or
L— access to specific Balancing or Management Segment qualifiers.

Journal entries

Journal entry transaction processes have not changed much. A couple of
differences in some of the functionality that can be managed within a journal
have been introduced.

Journal entries are typically made at the end of the month to make adjustments
to specific balances before financial reports can be generated and distributed.
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Journals are always batched, even if you do not choose to use a batch to begin with;
the journal name becomes the batch name and the batch contains one journal.

You can track the number of journals and the total amount if you use batches,

for easier control.

@ — O
Batch Status
Period | hlay-11 Balance Type Actual Posting |Unposted
Description Funds |M/A
Journal Type | Standard = Appraval - |HEA
Cantrol Total [ ]
Batch Totals Details
Dehit Credit Created | 10-JUN-2011
Entered Posted
Accounted Fosted By

Post Tax Batch Change Period

When you enter a journal —either from a batch or an individual journal — you specify
the Period, Category, and a Description; a journal can have only one category, and
belongs to a single period.

Once you have entered the relevant information on the Header, you can enter any
number of lines for a journal. As long as the debits and credits are equal the journal
can be saved but cannot be posted. (You can however, post an unbalanced journal if
you have enabled Suspense posting for the ledger.)

E-Business Suite has a unique functionality that allows transacting monetary as
well as non-monetary journals. Non-monetary transactions have the following
characteristics:
e A special Currency Code is used - STAT
¢ Do not have to balance debits and credits to post
e Manage to maintain balances for items such as number of people, number of
widgets, and other such non-monetary balances

The explanation of the buttons at the bottom of the batch form are as follows:

e Journals: To enter journals for this batch

e Autocopy Batch: To copy the entire batch (including the journals)

e Post: Post the batch

e Reverse Batch: Reverse the batch (can only be done after the batch is posted)

e Tax Batch: A tax transaction journal entered in GL
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Change Period: Change the period of an existing saved, but unposted batch
Approve: Only enabled if journal approval is configured to be used; click

to approve

Check Funds: Only enabled if Encumbrance Accounting is configured; click
to check if funds are available against a budget

Reserve Funds: Only enabled if Encumbrance Accounting is configured;
click to reserve funds

View Results: Only enabled if Encumbrance Accounting is configured; click
to review result

A period must be open to post a journal batch. You can

save a journal if either the period is closed or future open;
g you cannot post unless these periods are open.

The explanation of the buttons on the journals form are as follows:

Post: Post the journal /batch. E-Business Suite posts journal batches, not
individual journals.

Autocopy Batch: To copy the entire batch (including the journals). If you
enter a journal E-Business Suite creates a batch for that single journal.

Approve: Only enabled if journal approval is configured to be used; click
to approve Line Drilldown.

Line Drilldown: Allows you to drilldown to the transactional system (AP
or AR) if the journal was imported from the subledgers, passing through the
subledger accounting layer.

T_Accounts: You can view the T_Accounts in the traditional manner using
this button.

Check Funds: Only enabled if Encumbrance Accounting is configured; click
to check if funds are available against a budget.

Reserve Funds: Only enabled if Encumbrance Accounting is configured;
click to reserve funds.

View Results: Only enabled if Encumbrance Accounting is configured; click
to review result.

Change Period: Once saved the period cannot be changed on the form; you
will need to click this button to change the period.

Change Currency: Once saved the currency cannot be changed on the form;
you will need to click this button to change the currency for this journal.
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When querying your journals on the summary screen the explanation of the buttons
shown are as follows:

Review Journal: Review the journal that your cursor is on

Review Batch: Review the batch that your cursor is on

Post: Post the journal (and batch) that your cursor is on

Reverse Batch: Reverse the batch (can only be done after the batch is posted)
New Journal: Open the detail form to enter a new journal

New Batch: Open the form to enter a new batch

Tax Batch: A tax transaction journal entered in GL

Approve: Only enabled if journal approval is configured to be used; click
to approve

Autocopy: Autocopy this journal

E-Business Suite allows you to manage journal transactions in multiple ways. The
following are a few types that are regularly used:

Single/Manual: These are standard journals that are created either manually
or are generated based on transfers from subledgers. An important source for
this type of journal is when converting from a legacy system. You can use a
specific source and category combination to identify initial balance loads into
the system for the first time.

Recurring: Journals that are created periodically can be systematically
created based on existing balances and mathematical formulae. A single
template can also be created with just accounts and no amounts.

MassAllocation: A unique functionality that allows for a set of groupings
of accounts to be used within a set formula to create an allocation across
several departments (for example, allocating rent expense across all
departments using the space).

Elimination: It can be automated with recurring formulas to eliminate
balances at the consolidated level to arrive at appropriate elimination entries,
or blank templates can be used.

You can now also enter a journal entry from the subledger accounting level.
This facility is primarily accessed from one of the subledgers: AP, AR, and
so on. This is explained in more detail in the next chapter.

Journals can be entered directly into the subledger and
#— journal level reporting currencies.
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Mass Allocations

E-Business Suite allows "Mass Allocations Journals" that works to define a formula
that will create a journal allocating amounts from different account balances. The
functionality allows you to use monetary and non-monetary balances together to

manage allocations in a systematic way.

Mass Allocations use parent and child values that can assist in grouping and
collating balances for specific segment values.

[O]

MName COGE Allocation
Description
Entered Currency Allocation
* Converted Amount

Calculated Amount

Full Cost Pool Allocation

Amount Account
-01-401-5110-0000-000

C-C-L-C-C-C
-01-DE3-COGS-0000-000
C-C-8-3-C-C

1=

#

o o~ m

T -01-401-5110-0000-000
| C-C-L-C-C-C

o -01-520-5110-0000-000
C-C-C-C-C-C

Category
Status

Currency

Corwersion Type

Ledger Currency
Currency Type

UsD Statistical -
UsD Tatal =

Allacatian
“alidated

UsD

Enterad
Currency
STAT

Amount
Type
FTD

FTD

FTD

FTD

— O %

Mass Allocation works on the simple formula of A*B / C:

e The first line in the previous screenshot is the value for A —this is the balance

you want to allocate.

e The second line in the previous screenshot is the value for B — this is based on

the balance that you want to allocate —it is the numerator in the formula.

e The third line is the value for C—this is based on the balance that you want
to allocate —it is the denominator in the formula.

e Each of the lines are combinations of segments and the balances within them;

the normal progression is to use the denominator to sum (get the total for the
combination) and the numerator to loop (get each value in each segment).

e The last two lines are the target —where you want to allocate the calculated
balances and the offset, for the new entry created. (Can be the same as in A.)
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Posting

Posting is performed on all transactions to create balances that are used to report
using FSG reports and review financial results. Posting can either be done from the
journal, journal batch form, or from the standard posting form.

Account Inquiry

You can inquire on balances from the GL balances table using the standard Account
Inquiry form shown in the following screenshot:

Ledger/Ledger Set Accounting Periods Currency
(|- Vision Operations (USA) From Type
cunerey (2 o O cooeo

Piimary Balance Type : Curency Type L R

® Actual
) Budget
CEncumbrance Bat | Joumal Entry Source ||Entered Cumency | L _ Entersd Debit|  Entered Credit
AR Trade Receipts U Receivabl \USD 1,700.00

Summary Templal AR Trade Receipts U! Receivabl USD 246,489.98
Accounts | Treasury USD Coi Treasury ‘USD 5,000,000.00

' |01.000-1000.0000.000 6 Payments USD  |Payables (USD
' |01.000-1100.0000.000 | 6 Payments USD  |Payables [USD

01.000-1110.0000.000 ¢ Payments USD  Payables USD
 [01.000-1120.0000000 | Payments USD  Payables [USD

Description Payments USD  |Payables USD

Operations-No Departm | 6 Payments USD  Payables USD

| AR Trade Receipts U! |Receivabl USD
AR Trade Receipts Fl Receivabl FRF

Treasury USD Coi Treasury |USD

Show Full Journal Detail Balances

At month-end reconciliation becomes a crucial activity and when information on a
specific balance is needed, a drill down to transactions that make up that balance is
very helpful. Account Inquiry allows you this functionality to review and manage
this need.

E-Business Suite has introduced in 11i (versions after 11.5.10.2 patch), the Account
Analysis and Drilldown functions to review balances and drilldown to review
detailed transactions.
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The following screenshot shows this new functionality also available in R12, along
with the added review of the SLA journals that are now part of the subledger to
GL transfer:

Dagnistics Preferences Help

L o MAR-11 Paymeats USD
C: usn A o 68264475
ount S6.000.000. 2110 10,0000 000M00_D000. 000 - R

soarch

View. miview = | o | [ Personalize

Salact Subledger Journal Entry Line: | Wiew Transocton | | View Journal Entry | | | Export -
Transaction Accounting | Accounted Accounled  Supportig  Customer  Customer Suppher  Line
Seelect Bumber GL Date  Acxount Class DR, R References  Name Site lame  Suppher lame Site Namse  Description

03232011 906.0 211011, 0000.00000 ity 9,091.72 o 0802

T5120-0500

15

40630

5283

&58.27

010.000:0.000000.0000.000 9,005.04 91110-1235

GO084-0773

0, 2110100000, 000000, 0000,00¢

The previous screenshot shows the transaction details from the subledger (Payables
in this case) for a given balance. The default view looks different; however, the view
can be personalized to include a specific set of columns of data as needed.

In the previous screenshot the columns to the left of Supporting References were
added by me to make this view more informative.

The Export button just above the heading of the lines will export the data to Excel.

Parents, Rollup Groups, and Summary
Accounts

Accounting representations and the way transactional balances are maintained play
a major role in reporting at the end of a period, quarter, or at year-end.

In E-Business Suite, all balances are maintained for each unique combination of
values for the segments in your Chart of Accounts. This leads to a huge number of
combinations and extracting and summarizing the data is a monumental task due
to the possibility of every combination having a balance.
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Balances are maintained in GL for the following dimensions:

e Currency: Transacted and Ledger

e Time: PTD, QTD, YTD, PJTD

e Type: Actual, Budget, Encumbrance

e Period Type: User defined (for example, Month), Average Daily
When you enable average balance processing in the General Ledger, the system
calculates and stores three aggregate balances for each balance sheet account in
your ledger, for every calendar day. The three amounts are the period-to-date,

quarter-to-date, and year-to-date aggregate balances. You have to ensure that you
also define a daily transaction calendar if you intend to maintain average balances.

Reporting is only done at the most detailed level for exceptional cases and in cases
where an in-depth analysis is required. This requirement is met by storing each of
the balances at the lowest level of detail.

To enable the capacity to summarize these balances in a manner that is easy to
report for both managerial and financial reporting, E-Business Suite has three major
functionalities that help in this regard:

e Parent values (with children)

e Rollup groups

e Summary accounts
Parent values are segment values that are a holder or representation of multiple child
values. The parent value is expected to summarize the balances in the child values at

run-time. This means that parent values do not hold any balances but calculate them
at the time when they are used in a process.

These processes are:

¢ Financial Statement Generator (FSG) reports

e MassAllocation formulas
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These parent and child values need to be managed and maintained as your chart of
account segment values change.

% These can be maintained for each segment in your Chart
= of Accounts.

E =Iolx
(o]
Oglue Set ® Key Flexfield O Descriptive Flexfield
Title  Accounting Flexfield Fram Ta Include
Independent Segment  Company D¢ l a3 Child “alues Only
Ind dent 4l
ndependent Yalue @ —r=r=
Yalues (Cormpany) v
Parent value 00
Yalues, Effective “Walues, Hierarchy, Qualifiers
Description | T
Translated E itz
Value Value Description Yalue Description Parent
00 oo T 01 Operations =
o 01 Cperations 02 Distribution
02 02 Distribution 03 Project Mig (vision MRC)
03 o3 Project Mfy (vision MREC) 1 o4 IGEF| BANGALORE
04 04 IGEFI BANGALORE 05 Education Ltd
05 05 Education Ltd 11 GhR OU
0B 06 Parent company 12 YT 07 COMPANY
13 YT Test 12 Company
Define Child Ranges Move Child Ranges 20 Waleed Company
= \ision Thailand =

Rollup groups are named parent values that denote an identifier that can be used
in the summarization function —summary accounts. These use the parent-child
relationship to aggregate summary balances.

Summary accounts actually maintain balances and are the reflection of the rollup
groups; these can be used to report and inquire on balances:

A summary account contains the sum of balances from multiple
detail accounts

It is used to perform online summary inquires, as well as speed
the processing of financial reports, mass allocations, and recurring
journal formulas

You can use summary templates to create summary accounts
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Summary accounts create an overhead on the journal posting process.

= o
Earliest
Name Ledger Template Description Period Status [1]
I Funds “ision Operations (US T-Finance-Expenses-D-T Dec95 =
= _Jolx
v
Funds Check Level Dehit or Credit Amount Type Boundary Funding Budget
Advisary Dehit Cluarer-to-Date Feriod TEST-LGE =

Budgsetary Control

For each segment you can choose from the following options — D-Detail, T-Total, or
a Rollup Group.

Detail means that for each of the values in that segment, if there is a transaction the
balances will be maintained for each value as a combination of the other segments
(which could be Total).

Rollup Group means the same as detail but limited to the segment values in that
rollup group.

Total means a summation of the balances for each of the values in that segment.

Topic Rollups groups Summary accounts
Balances maintained No Yes
Collection of segments Yes Yes
Journal Posting impact No Yes
Templates No Yes
Can Inquire No Yes
Can run standard reports No Yes
Can run FSG reports Yes Yes
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Budgeting
E-Business Suite allows budgets to be managed in the same way as normal
transactions, for each unique combination of your Chart of Accounts.

You can use summary accounts or rollup groups to manage and maintain
budget values:
e Budgets can be directly entered into the application using forms.
e Budget creation requires the creation of the following two elements:
° Budget Year (can span multiple years).

° Budget Organization (typically departmental or a group of
departments). This will contain all the account combinations that
you will create a budget amount for.

e Budgets are not required for all the account combinations, only for those
that you need to report budget variances.

e Budgets are managed within Budget Organizations.

[©] SEE

Organization HR & Administration
Description |Budget Organizations are used to group accol
Ledger |Yision Operations (USA)
Ordering Segrment  Account
Display Sequence  3-1-2-4-5
Enahle Security [ ]

Password Security Effective Dates
Enabled Mo From

To
Set Passwaord

AutoCopy... hdaintain Delete

You can also load budgets using Web ADI (a functionality that allows you to manage
data using Excel and a plug for Oracle), which will download the Budget and Budget
Organization accounts for a span of periods as specified by your template.

[50]



Chapter 2

Visw Line |

BIS CORPDRATE

Oparatons
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i ] 01 000 1231 0000 000 ] ] ] o ] o o ] ] o
24 01 000 1232 0000 000 ) L] o 0 ] 0 a L] o o
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28 01 000 1250 0000 D0Y ] (] (] 0 o 0 0 ] ] o
i) 01 000 1260 0000 100 ] ] [} 0 o 0 L] a [ [
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Multi-currency

E-Business Suite allows users to transact in any currency as long as an exchange rate
exists between the transacted currency and the ledger currency.

The ledger currency represents the currency that Oracle General Ledger will
maintain balances for your ledger. (This is also referred to as the functional or
recording currency.)

When a transaction is entered in the ledger currency and the journal is posted,

a balance is maintained for the accounts affected in the ledger currency. When a
transaction is entered in a currency other than the ledger currency, the transaction is
converted to the ledger currency based upon specific exchange rates available and
stored in the ledger currency.

Exchange rates can be maintained for each currency rate type, which are user-
definable. There are three seeded rate types that exist in the system:

e Corporate (a standard rate used throughout the organization typically for
a period of time).

e User (entered at transaction time by user).
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Spot (for the date of the transaction). You can enter additional types
as needed.

Fram
EUR

EUR
GBP
GBP
GBF
GEP
GBP
GBP

— 0O x
Currency Carwersian

To Date Type EUR To USD USD To EUR []
UsD 02.28.2011 Balance Sheet Rate Typ|1.3758 T2E5495328 =
5D 0228201 PandL Rate Type 1.3649 7326544069

5D 0228201 Balance Sheet Rate Typ|1.6121 B203089138

UsSD 0228201 PandL Rate Type 1.61204 B203320017

UsD 01.31.201M Balance Sheet Rate Typ|1.5858 5305965443

UsD 01.31.20M PandL Rate Type 1.57559 B348217927

5D 11.21.2008 Balance Sheet Rate Typ(1.78 EB17977528

5D 11.21.2008 PandL Rate Type 1.86 5376344086 -

( Enter by Date Range. .. )

Here are the three essential terminologies that you need to understand that relate to
multi-currency processing and their distinct differences:

Conversion: Refers to foreign currency transactions that are immediately
converted at the time of entry to the ledger's currency.

Revaluation: A process that adjusts specific asset or liability accounts, which
may be materially understated or overstated due to a significant fluctuation
in the exchange rate between when the transaction was entered and the time
revaluation takes place. Revaluation is primarily performed at period-end.

Translation: A process that restates an entire ledger or balances for a
company from the ledger currency to another currency. The cumulative
translation adjustment is typically recorded as part of equity. Translation
is also primarily done at period-end; revaluation is performed before a
translation to accurately state balances in the required currencies.

For translation to work we need to define an average rate for P and L Accounts and
a period-end rate for Balance Sheet accounts. This has now all been collapsed into
the Daily Rates form.

+  Inearlier versions there was a separate form that managed the
rates used for translation; that form and functionality are not

used anymore.
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Enter historical rates if there is a need to represent a balance for a specific account at
a fixed rate.

The Currency Rates Manager enables managing all your currency rate information in
one place. You can:

e Enter Daily Rates.

e Upload Daily Rates or Historical Rates from a spreadsheet to the Oracle
General Ledger.

e Download Historical Rates to a spreadsheet. You can download for review
only or update. If you update, you modify the Historical Rates in the
spreadsheet and upload to the Oracle General Ledger.

e Review Period Rates and historical rates using a web interface.

e Create Cross Rates. Cross rates are calculated conversion rates based on
defined currency rate relationships. The General Ledger will calculate cross
rates based on a Cross Rate Rule you define.

Rates | Setup

Daily Rates | Historical Rates
Daily Rates

Create readsheet | Create Daily Rates |

Search

From Currency |GBP Q Start Date =]

To Curren uso ;
S End Date =]
Rate Type -

[Go]
Select Rates | Update | | Delete

Select All | Select None

Select From Currency To Currency Rate Date Rate Type Rate Inverse Rate
GBP UsD 02.28.2011 Balance Sheet Rate Type 1.6121 0.620308913839092
GBP UsD 02.28.2011 PandL Rate Type 1.61204 0.620332001687303
GBP usD 01.31.2011 Balance Sheet Rate Type 1.5858 0.630596544330937
GBP UsD 01.31.2011 PandL Rate Type 1.57599 0.634521792650969
GBP uUsD 11.21.2008 Balance Sheet Rate Type 1.78 0.561797752808989
GBP usD 11.21.2008 PandL Rate Type 1.86 0.53763440860215

Create in Spreadsheet Create Daily Rates |

Consolidations

Consolidation is a process that gathers data from various ledgers into a single ledger
for reporting and other related processes. In many cases companies use multiple
ledgers for various reasons and at the end of the period will want to consolidate
them to report in a combined manner in a single currency.

The multiple ledgers could be in different currencies and that would involve
additional processes before consolidation can be completed.
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The following figure is a pictorial of the tasks before you can consolidate and report:

Report
Eliminate
Consolidate
Translate to USD
A
I I |
Subsidiary Subsidiary Subsidiary Subsidiary
Ledger(USD) Ledger(EUR) Ledger(JPY) Ledger (GBP)
A A A A

Transactions from subledgers

There are multiple ways to consolidate within E-Business Suite.

You can consolidate within a ledger, where multiple company codes (normally
balancing segments) are transacted. This type of consolidation does not require a
separate process to be completed prior to reporting. The standard reports can be
generated to show fiscal reports for each value of the balancing segment, and with
parent/child values and/ or rollup groups with summary accounts a consolidated
view can be generated.

Across multiple ledgers: This type of consolidated reporting requires four tasks
before consolidated reporting can be performed. They are as follows:

e Revaluation

e Translation

e Consolidation

e Eliminations
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= ol

Consolidation  Distribution to Corporate
Description |Consolidate Yision Distribution which has a & segment COA, 12/31 year end and functional currency
Enable Security
Consolidation Attributes
Parent [¥ision Corporation (LK) Currency  GEBEP
Subsidiary [¥ision Distribution (21 (GBF) Mapping |Distribution to Corporate
Method | Balances < Usage |Standard h
Run Options
¥ Run Journal Import ¥ Create Summary Journals Audit Maode AutoPost
( tapping )
Consolidation Set Transfer

When you define a consolidation you need to define a mapping for how you want to
bring the balances (or transactions) over to the Consolidated Ledger (Parent Ledger).

E-Business Suite provides two ways to map the account balances over from a
Subsidiary Ledger to a Parent Ledger. They are as follows:

e Segment Rules
e Account Rules
Account Rules: These are used when you map full segment combinations to a

different segment combination. This is normally used when you are mapping
between ledgers having different charts of accounts.

Segment Rules: These are used when you have to copy or specifically move a set of
values for each segment for your charts of accounts. In this case you have multiple
options for how you want to derive the segment in your Parent Ledger.

You can choose one of the following (for each segment):
e Copy Value From: This is used when you are copying all values from the

subsidiary to the parent for a segment

e Assign Value: When you are not receiving any value in this segment from
the Subsidiary and would like to assign a single value for this segment in the
parent ledger

e Use Rollup Rules from: Complex consolidations where you are grouping
multiple ranges of values from your subsidiary to single parent segment value

[55]



General Ledger

Intercompany

There are two ways to manage intercompany transactions in E-Business Suite. They

are as follows:

balancing segment values)

Within a single ledger with differences in the balancing segment values

Among multiple ledgers (which will also be managed with differences in

In the ASM there is a place where you will define the relationship and the accounts
to use for the intercompany transactions to be balanced for each given balancing

segment value.

=) Primary Ledger: Vision Operations (USA)

Setup Si Description Last Update Date Updated By Status Update|
sio Define and update the journal processing options for your ledger. 12-Jun-2011 VG1179 v 7
*Reporting Currencies Create reporting currencies and update currency conversion and journal processing options. 04-Jan-2002 OPERATIONS - 7
Balancing Segment Value Assignments  Assign balancing segment values to the ledger. 05-Jun-2011 0K4206 v 7
Subledger Accounting Options Define rules to generate your accounting entries from subledger transactions. 08-Jun-2011 SRA760 v 7
Operating Units Define and maintain aperating units for your primary ledger. 04-Jan-2002 OPERATIONS - P
Intercompany Accounts Define intercompany accounts to account for transactions across legal entities. 27-May-2011 REHAN v 7
Jintracompany Balancing Rules Define intracompany balancing rules to balance entries between balancing segment values within the same legal entity or ledger. J27-vay-2011 REHAN v 2
Sequencing Define and maintain accounting and reporting sequencing options for ledgers and reporting currencies. 04-Jan-2002 OPERATIONS ., 7
Legal Entity: Vision Operations 5
Cancel Creste Anceher Apply
Source and Categany
STIP Dediive rusbes | m Entity o act a3 the delault nde for that Ledgur-Ligsl Ent
- . on Operations (USA) Legel Wision Ope rutins
i of Accounts  Operathons Accounting Fex =
y Dther
Additional Information Conbest -
Balncing Detalls  Cpthons
<TIF her-AS Other s the delo
ik wation Conkexd i
“Debit Balancing Segmant Vahe "Cradit Balandng Segmant Valuse Dabit Account Credit Account Dadate
Al Diher Al Dithe: 01-000-1810-0¢ 59023700

Add Another Row

The rule enables automatic inter-company clearing accounts among different
balancing segment values. The posting program performs the task of creating
additional lines to ensure that each of the balancing segment values can generate
an accurate Trial Balance report.
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These rules also work for transactions being posted from either AP, AR, or any other
subledger, as long as a rule is defined for the source and category combination.

_ Using the Category Other manages to include all categories
% from that source in the rule. Using All Other in the Debit or
" Credit Balancing Segment value includes all values in that

ledger.

You can also choose to use a fixed balancing segment value, or have a user-entered
clearing balancing segment value.

Advanced Global Intercompany System (AGIS)

AGIS allows you to create, reconcile, and settle intercompany transactions between
two legal entities.

This is just a nomenclature to differentiate the transactions that occur between
balancing segment values and between legal entities.

The benefit in using AGIS is that you can create AP and AR invoices based on your
business needs. If you use the intracompany rules set up as part of the ASM, you
cannot create AP or AR invoices for the intercompany transaction.

= Primary Ledger: Vision Operations (USA)

Setup Step Description Last Update Date Updated By Status Update
sion Op: s (USA Define and update the journal processing options for your ledger. 12-Jun-2011 VG1179 v P
*Reporting Currencies Create reporting currencies and update currency conversion and journal processing options. 04-Jan-2002 OPERATIONS | - 7
Balancing Segment Value Assignments  Assign balancing segment values to the ledger. 05-Jun-2011 0K4206 v P
Subledger Accounting Options Define rules to generate your accounting entries from subledger transactions. 08-Jun-2011 SR1760 v 72
Operating Units Define and maintain aperating units for your primary ledger. 04-Jan-2002 OPERATIONS | - 7
Intercompany Accounts Define intercompany accounts to account for transactions across legal entities. 27-May-2011 REHAN v 72
27-May-2011 REHAN v 2
Sequencing Define and maintain accounting and reporting sequencing options for ledgers and reporting currencies. 04-Jan-2002 OPERATIONS | .- P

=
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You have to set up the intercompany relationships in the ASM —between legal
entities — before you start your AGIS setups. You can also perform these setups
from the AGIS responsibility.

Aceomting serips | et e | T
Accounting Setups > Accounting Options: Vision Operations (USA) >  Intercompany Accounts >  Define Relationships: Vision Operations >

Define Accounts: From Legal Entity Vision Operations

= Indicates required field

Ledger Vision Operations (USA) Subledger Accounting Method XXXSUJAYAMBAMBAMB
Chart of Accounts Operations Accounting Flex Calendar Accounting
Currency USD

= Indicates required field

Additional Information Context -

Account Account Description *Start Date End Date Use for Balancing Delete
01-000-1810-0000-000 01-000-1810-0000-000 24-Aug-2005 .j j @

Gompany-Department- Account-Sub-Account-Product (xample: 28-May-2011)

Add Another Row

Intercompany Payables Accounts

Additional Information Context -

Account Account Description *Start Date End Date Use for Balancing Delete
01-000-2370-0000-000 = 01-000-2370-0000-000 24-Aug2005 [ B ®

Defining the organization that will connect to an Operating Unit and a legal entity,
gives you the basis for inter-legal entity intercompany transactions and related
activities such as: invoicing (needs the Operating Unit), transaction creation, review,
approval, and reconciliation.

When defining a security for the AGIS you define a combination of an employee,
their E-Business Suite user account, and the relevant intercompany organization.
This enables them to approve and transact for their organization.

It is required to have an employee (with an Oracle user account) to initiate an
intercompany transaction. These are termed outbound transactions.

The transaction can only be amongst ledgers and between two legal entities. You can
also specify if the transaction will generate Payables and Receivables invoices.

Your Home tab for an inter-company user shows notifications for approval/activity.

[58]



Chapter 2

The following screenshot shows the main screen that is displayed when you choose
the AGIS responsibility:

Outbound | Tnbound
Outbhound Batches
Search
You must have access to an initiator organization to search for its transactions. Advanced Search
Batch Number Q
Batch GL Date &=
Transaction Type Q
Batch Status -
Go Clear
Create
Batch Number Initiator Batch Status GL Date Transaction Type Total Batch Amount Currency Update Recall Reverse Delete
No search conducted.

Financial reporting

Standard reports in E-Business Suite do not provide for an income statement or
balance sheet. This is facilitated by the Financial Statement Generator (FSG). FSG
functionality normally generates output in text format, but with the introduction of
BI (XML) Publisher you have the capability to generate these reports in PDF, Excel,
and HTML.

Financial Statement Generator (FSG) enables a column and a row combination to
generate a report. Primarily the rows show all the data elements and the column
can be used for identifying the period for which you are reporting.

One important thing to note is that FSG can only report on GL balances, so the rows

will —in most cases —contain a GL Account string (your Account Flexfield segments)
and the columns contain a period identifier. This would give you a monthly column

for say the balance in your cash account.
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Row definition

Rows are used to identify the account balances that would be shown in the report.
The following screenshot shows the row definition screen where you can define the

characteristics of the row and the account that will be shown.

= _o
Line 30 Line tem 7110 Advertizing [ ]
Forrnat Options
Indent Lines to Skip Underline Character Page Break
0 Before 0 After 0 Biefore After L Before Ll After
Advanced Options
Balance Control Display Options
Amount Type Faormat Mask
Currency Factor
Control Value Level of Detail
Offset M Display Row
I Display Zera
L] Override Column Calculations [l Change Sign
Row Mame Row 3 L Change Sign on Yariance
Percent of Row B B £
XBRL Elemant Bl v
Accounts Summary
ACCount Assigrments Lows High Display Activity [1]
+ = |Vision Operations-01-000-7110-  Wision Operations-01-850-7110--  T-T-T-T-T-T et = =

In the Row Set some of the fields can be explained as follows:

e Line Number for each row for internal identification.

e Format Options allow you to use characters to underline or number of lines
you want to skip.

e Balance Control Options: This primarily used in the column set— Amount
Type, Currency, Control Value, Offset.

e Display Options: Format Mask to show how the number will be displayed —
with or without decimals or commas, and so on.

e Factor: This can be used to reduce the display size of the amount by choosing
Thousands, and so on.

e Level of Detail: Three levels of detail are available — Financial Analyst,
Supervisor, and Controller. Shows varying level of detail of the report based
on what is chosen.

¢ Display Row: This should be checked if you want to display this row on
the report.

e Display Zero: To display the row even if all the balance values retrieved
are zero.

[60]



Chapter 2

e Change Sign: Change sign of the value in the balances column for example,
Revenue amounts always are credit balances that show up as negative
number. You may want to show positive numbers on the report.

¢ Change Sign on Variance: Same as the previous, but on variance only.
e Row Name: You can name the row for easier identification.

e Percent of Row: Calculates the display in this row based on another row
(specified here) as a percentage.

Account Assignments button at the bottom of the row definition form allows

you to specify the accounts that the report will use to retrieve data from the GL
Balances table. In the account assignments screen, not specifying a Ledger allows the
row set definition to be used across ledgers.

The options are available to show Total, Expand, or Both. Expand is used if the
segment value is a parent/rollup. You can also use Both for this type so that it will
expand all the values in that parent and show a total. Total is used to display only
one line item as a total.

Columns

The column is typically used to identify the time element for a report - so the column
would show the account balance for a period (based on the intersection of the row
and the column). The following screenshot shows the column definition screen. The
column can also specify the Ledger that you want to report the balance for. If left
blank it allows for the column definition to be used across ledgers.

(O] olx
4| »B4 E' Create Default Heading
Sequence 10 20
Mame Column 1 Colurnn 2
Amount Type PTD-Actual FTD-Actual
Offset 0 1
Left Margin 34
[u} 10 20 30 40 50
Width 14 14
Heading PTD-Actual PTD-Actua. >
&POI0 &FOI+1
Format Mask 999,009,039 999,599, 9!
4] >
hore Column Options... Cancel
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The Column Set has the same characteristics as the Row Set. The Column Builder is
also available as a graphical view of the form.

Balance Control Options:

e Amount Type: This is used to identify the type of balance (Actual, Budget,
and Encumbrance) and the term of the balance (PTD, YTD, QTD, and so on).

e Currency: Currency of the balances that you want to report on (can be used
on the Row if reporting STAT balances.

e Control Value: If a budget is used this is where you would define a Control
Value equal to the number of the Control Value definition form, defined as
part of the report.

o Offset: If the reporting is in columnar format for multiple time periods then
you specify each column as an offset from the period you are running for.
In the previous screenshot the column 1 is 0, which means it is the period
you are running for, Offset 1 is the next month and so on. If you want the
previous month you would use -1.

You can use these additional features to control how the amount is displayed on each
row/column.

Content Sets

Content Sets are used to reduce the data content displayed on a report. An example
would be if you had a standard report showing the Income Statements for all
companies and departments; you would use Content Sets to restrict companies

and departments on the report.

Content Sets can be used to manage this without having to write another report:

e N (No Override): Use the display option you entered in the row set definition.
¢ RE (Row Expand): Expand the range and display all segment values.

¢ RT (Row Total): Total the range and display only the total for the
segment values.

¢ RB (Row Both): Expand and total the range displaying each segment value
and the total for the segment values

e CT (Column Total): Total the range and display only a total for the segment
values. This option has no effect on the appearance of your report.

¢ PE Report Expand: Expand the range and create a separate report for each
segment value in the range.
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e PT Report Total: Override the row set segment value range but retain the
Expand, Total, or Both display.

The row options —RE, RT, and RB—are the same as
s the Expand, Total, and Both options in the row set.

Row Order

Row Order allows control of the correct information displayed for a chart of
accounts - Segment Value and Description. In each row, appropriate use of
a row order will show segment values and/or description.

The width defines what is displayed on the report.

Report Manager

The capability to generate Excel based reports using Desktop ADI has been
discontinued in the R12. Web ADI has replaced Desktop ADI. Web ADI does
not allow for reporting functionality like Desktop ADI did. Reporting has been
introduced in a new product called the Report Manager.

The concept of the Report Manager is simple and at the same time completely
changes what was possible using Desktop ADI. The Report Manager introduced
the concept of a single source of truth for reporting,.

The Report Manager changes the concept of reporting and availability of data. It
allows you to generate a financial report and store it in the database for easy and
viewing availability to multiple users. You can generate this for multiple months
and it is static (unless regenerated), and can be viewed by multiple users.

Functionality within the Report Manager allows you to create menu/function links
to the report stored in the database and assign it to a responsibility for access to
users. The functionality also allows you to generate and publish reports that span a
period of time (say Jan thru Dec) and allows the user to choose from a LoV to review
the periods they need.

n Navigatorv B Favorites v Diagnostics Preferences Close Window

= Indicates required field
= Timeframe  DEC-00 |x|  Output Type T TN T8l

JAN-02 Diagnostics Preferences Close Window

ia::'gs IStatement Copyright () 2008, Oracie. All rights reserved.

There is additional capability within the Report Manager to secure access to
viewing reports.
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Oracle Web ADI

Web ADI allows for a smoother implementation of the excel integration and a
central control instead of on every desktop. There are a couple of settings in Excel
(like the old ADI) and in Internet Explorer (new settings) to enable the functionality
to work smoothly.

Web ADI can be used to create journal entries and to download and upload
Budget data.

For Oracle Web ADI to work with the new functionality you must change some
configurations in Excel and IE.

The next section consists of a couple of steps that need to be taken to ensure that
Web ADI will work as expected.

Settings in Excel and Internet Explorer for
Web ADI

Here is how you would set the properties to be able to use Web ADI to allow you
to create the template.

In Excel 2003 follow the given steps:

1. Tools | Options.

Click on the tab for Security.

Click on the button labeled Macro Security.

Ensure the radio button is set to Medium.

This will always prompt you to enable or disable macros.

Click on the tab Trusted Publishers and make sure both the checkboxes at
the bottom are checked.

AL N

In Excel 2007 follows the given steps:

1. Click on the Microsoft home logo and then click on Excel Options.
On the left-hand sidebar click on Trust Centre.

Click on Trust Centre Settings....

Click on Macro Settings.

Ensure the Disable all macros with notification is chosen.

SRS N

Ensure the Trust access to VBA project object mode is checked.
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Setting in Internet Explorer that is needed to have Web ADI working properly follow
the given steps:

1. Click on the Tools | Internet Options.

2. Click on the Security tab.
3. Click on Custom level....
4

Ensure that the option for Allow status bar updates is set to Enable.

Summary

What we just finished was the base framework for the E-Business Suite Applications
where we discussed an overview of a legal entity and how it constitutes a component
for the ledger define process. We also took a peek at the Accounting Setup Manager
and highlighted some of the new aspects of the configuration as it differs from
previous releases. We also covered some transactional aspects that are essential

in understanding the usage of the General Ledger.

In the next chapter, we will discuss the new Subledger Accounting (SLA) engine
with emphasis on components, how to use it, and accounting reports.
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Release 12 E-Business Suite introduced the user to a new centralized function called
Subledger Accounting (SLA) that works together with Oracle's General Ledger

(GL) to provide an integrated accounting methodology. The new centralized
accounting architecture addresses the concurrent needs for strong internal controls
and global accounting treatments. It offers visibility into enterprise-wide accounting
information within a single, global accounting repository and user-driven reporting.

Any organization standardizing its accounting policies needs to document the
policy, communicate it to those who must apply it, and ensure the standard policy
is enforced. Oracle Subledger Accounting (SLA) lends support for these initiatives
by formalizing these and formulating global accounting policies into centralized
accounting rules.

SLA is complementary to the account generation tools you may
_ have run on earlier releases of Oracle E-Business Suite. So if you
& currently use Auto Accounting or Workflow Account Generator
L for account generation and upgrade to Release 12, you'll be
able to continue to use the old methodology until you choose to
migrate fully to SLA.

Oracle Subledger Accounting, in combination with Oracle Financial Services
Accounting Hub, enables you to centralize accounting data from any third-party
transactional system. Together they offer an open repository and a centralized
accounting engine for transactional data from third-party sources.

SLA offers a flexible methodology to generate accounting entries by making it
possible for the user to configure accounting rules based on virtually any attribute
of a transaction.



Subledger Accounting (SLA)

As an example:

e An expense account for a payables invoice could be derived based on any
attribute of that invoice including item, item type, or PO distribution

e The liability account can be based on the supplier, or even broken down into
multiple liability accounts by supplier site

e A deferred revenue account on a receivables transaction can be broken down
by different lines of business based on the nature of the revenue derived
from a Descriptive Flexfield

e You can even define conditional rules such as recording customer invoices to
different receivables accounts based on the credit risk of a customer

SLA provides the ability to define accounting rules that derive an entire account
combination from various transaction attributes, or you can define separate rules to
derive individual segment values of an account combination, or anything in between.

Journal and journal line descriptions are also user-configurable so that you can
include any piece of transaction information in them.

In effect the actual accounting entry is created as part of the SLA and not what is
specifically entered in the transaction; if you have not modified your SLA rules
then what you have entered in the transaction is the default and will also be the
accounting entry.

Here is a list of bulleted advantages that SLA provides at a high level that will be
addressed in this chapter:

e Controls

o

Online Accounting (Create Accounting from transaction)

o

Preview Accounting (Draft Accounting)

o

Controlled Accounting (Control Accounts)

o

Streamlined Accounting (Replacement Account)

e Accounting Policy Management

°  Comprehensive Accounting (checks for unposted items
before closing)
Accurate Accounting (reduce reclass by using rules in SLA)

Using rules to create two sets of accounting representations for
a single transaction

Configuration options for SLA processes
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e Other functions that are managed in SLA (New functions)

o

Open Balances Listing (Third Party)

o

Supporting References

o

Accounting Reports
° Secondary and Reporting Ledgers (different from MRC)

We will now look at the details of how each of these major advantages/benefits is
implemented and how to use them.

If you enter a journal in the Subledger Accounting level you have to transfer that
to GL as though it has been a transaction created in AP or AR.

Controls

The following section will elaborate on the aspects of each of the topics bulleted
earlier and briefly explain how these functionalities can help achieve the controls
for your enterprise.

Online Accounting

In the previous versions different processes accounted transactions in each
subledger. Changes to accounting entry generating processes were difficult to make,
manage, and maintain. In the introduction of Account Generator (part of Workflow)
in Release 11, the capability to modify account generation was eased to a certain
extent, but this did not encompass all accounting creation processes.

The intention to have a single store of accounting truth and capability led Oracle
to release as part of R12, a rules based engine for accounting and a data store,
Subledger Accounting (SLA).

In previous releases of Accounts Payable you could see the accounting as you
entered them on a transaction line; however, other subledgers may generate these
in the background without any specific input from a user. These default accounting
representations are more generic and based on configuration options.

Frequently, there are requirements to make changes to the Subledger Accounting
(SLA) Rules. If you have not chosen to modify the SLA Rules, then the accounting
you see on the Accounts Payable transaction will be the same when you run the
Create Accounting process. Using SLA Rules you can choose to modify the outcome
of the eventual accounting based on other transactional criteria. These changes are
reflected in the SLA level (a new level of journals between Accounts Payable and
General Ledger).
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transaction.

[ These SLA changes are not reflected back to the subledger ]
K

You can choose to view these online when completing/saving your transaction so
that you are sure the accounting is accurate. These will only be created once you run
the process Create Accounting. This process can be initiated for a single transaction
from the entry screen.

Preview Accounting

To ensure that these modifications were right and that other derivation rules are
working as expected you can run Create Accounting in Draft mode, either from the
transaction screen (in all subledgers) or from the standard request run process.

If you run the process in Draft mode, then you are unable to transfer the transaction
to GL.

You will see all the relevant accounts in the various lines, but these will only be in
the subledger.

The following figure shows the progression of the transactional data flow from the
subledger to GL in Release 12:

| GL Balances |

Posting

| GL Journal Entry |

Journal Import

<| Create A(I:counting |>
T

| Transthion |
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Control accounts

By designating an account as a control account, you can prevent manual journals
from being transacted using these accounts in GL. You can also designate the control
account to be a Supplier/Customer control to disallow entries from being imported
from subledgers normally not expected to transact these accounts.

For example, it can prevent the supplier liability account from being updated
by the Receivables subledger. This preventive measure can dramatically reduce
reconciliation activity during the period-end close.

Additionally, this feature supports tracking of and reporting on control accounts
for trading partners, so you can track receivables balance by customer, or payables
balance by supplier, by choosing Supplier (or Customer) as a third-party control
type. You can also choose Restrict Manual to just restrict manual journal entries
in GL.

Streamlined Accounting

As is true in many cases there are various reasons when either a segment value or
the combination using a segment value is end-dated. In R12 when you end-date

a segment value — with the new cascade functionality —it can also end-date the
combination(s) that use that segment value. This is not an automatic process, but is
propagated by the Segment Value Inheritance Program.

Accounting Policy Management

There are management initiatives that would be best served if these were tightly
integrated with the transactional system. The following tasks highlight these aspects
to ensure that this control is enforced.

Comprehensive Accounting

In pre-R12 versions the subledgers all transferred to GL and the balancing lines were
created after they were transferred to GL. The balancing transactions were primarily
a GL activity. Thus, if you had intercompany transactions you would not see the
balancing entries in the subledgers. This has changed in R12 and the balancing
entries are created in the SLA, which is part of the subledgers.

Access to the SLA journal functionality is through the subledgers and not the GL.
You do not have a separate product (or responsibility) that allows access to the SLA;
there are functions within the subledger products that allow access to the relevant
capabilities, forms, and reports in SLA.
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You cannot close the subledgers unless these SLA journals have also been transferred
to GL. A new report, Subledger Period Close Exceptions Report, highlights these
stuck transactions. This report shows transactions that are pushed form the
subledger to the SLA level, but have not made it to the GL. You need to run the
Transfer to GL process to transfer them to GL.

Accurate Accounting

Multiple cases exist, and with good reason; to manage accounting due to
configuration shortcomings as a default representation and perform reclass activities
at the end of the period to achieve accurate accounting representation. This is always
the most time consuming part of a close process. The transaction is not the time
consuming part; identifying the transactions that effect the balance and need the
reclass takes up the most time.

There is always a specific transactional element that is the driver for the reclass
entry. Either it is the third party (Customer or Supplier), or the type of transaction,
or some other data element on the transaction. With SLA you can now use these data
elements to drive the accounting to what it should be, without having to wait for
period-end and reclass these transactions in GL.

Reclass transactions can still be done; however, the transaction
%@‘ drill-down from the balances to the originating subledger will
] be an issue.

Configuration options for SLA processes

Subledger Accounting rules engine capability. It allows users to see the rules visually
in a logical format and make changes easily. Easier is a relative term and helps
denote the ease as opposed to managing change with pre-R12 versions.

The following figure shows the progression of the various data elements that

help build the accounting engine rules. It shows the names and the abbreviations
commonly used within the E-Business Suite world so you can be familiar with these
in various documents and knowledge repositories.
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(oo

Subledger Accounting Method(SLAM)

Application Accounting Definition(AAD)

Journal Line Definition(JLD)

. Account Derivation
Types(JLT) Mapping Sets Descriptions(JED)

| Sources |

5 £ .

| Transaction Objects |

You use the Accounting Methods Builder (AMB) to manage your accounting
policies and rules, to help build accounting entries that you want to support your
business and reporting needs. If you do not have any specific needs then the existing
Subledger Accounting Method (SLAM) is sufficient to manage your accounting
needs. The standard method (SLAM) for US GAAP is Standard Accrual.

You cannot modify the seeded rules that come with the
a E-Business Suite implementation; however, you can copy a
component, and make changes to it so that it reflects your rules.

Each component has its use and the following list presents a brief description of what
each one represents and how it may be used.

Oracle provides seeded events (Payable Invoice, Payable Payments), Event Class
(Invoice, Credit Memo), and Event Types (Creation, Cancelation). In most cases these
will cover all the Transactions that you will perform. These are called Transaction
Objects in the previous figure.
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The second layer consists of sources, again pre-seeded for all E-Business Suite
subledgers that generate accounting information.

Data type name Acronym Description Use

Account ADR Defines accounts affected: A value that you use

Derivation Rules either a single segment, set of  for a specific segment
segments, or all segments of in a transaction.
your Chart of Accounts. Assign the cost center

value from the detail
transaction line in
Assets to the Gain-
Loss Account.

Mapping Set Useful in assigning values to If you have values
input values that will be used such as East, West,
in an ADR. and so on, assign a

segment value for
each.

Journal Line Type JLT This element drives how the Debit or Credit side,
transaction is built, balance Actual or Budget
type, side (debit/credit). Balance, posting in

summary.

Journal Entry JED Defines what descriptions Invoice#, Supplier

Description are pulled to the Header and Name, Supplier Site,
Line of the journal from the Transaction Date.
subledger transaction.

Journal Line JLD Manages to bring together all ~ Need a new one if you

Definition your rules from the previous change anything.
elements and assigns to an
event (transaction).

Accounting AAD Collate all events for a specific  Need a new one if you

Application application, for example, change anything.

Definition Payables.

Subledger SLAM Assigns the collection of Need a new one if you

Accounting Application Accounting change anything.

Method Definitions for all subledgers

to a Ledger.

Additional functions

With the introduction of the new functionality with Subledger Accounting,
E-Business Suite has also introduced some new features that enable additional
reporting capability and allow for additional capture of data and also enable
managing various accounting reports within the SLA.
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Configuration

The Create Accounting program submission can be tailored to be specific for each
subledger as shown in the following screenshot. This is done in the Accounting
Setup Manager (ASM) and is part of your Ledger configuration.

Accounting Setups >  Accounting Options: Vision Operations (USA) >  Subledger Applications >
Update Accounting Options: Payables

Cancel Apply

* General Ledger Journal Entry Summarization ~Summarize by GL Period ~
* Reversal Method ~ Switch DR/CR ~
* Rounding Rule  Nearest ~
* Third Party Merge Accounting Option  None -
Accounting Program Defaults

Set defaults for the accounting program and determine whether they may be overriden when submitting requests.

* Accounting Program Mode  Final ~ * Accounting Report Level  Summary +
* Allow Mode Override Yes « * Allow Report Override  Yes -
* Transfer to GL  Yes = * Stop at Error Limit  No =
* Allow Transfer Override  No = Error Limit
*PostinGL Mo -

* Allow Post Override No =

Event Class Options

You may override the default journal category for the event class.

Event Class *Category
Credit Memos Purchase Invoices Q
Debit Memos Purchase Invoices Q

Rurch L 2

A detailed explanation of what each option on this form means is elegantly provided
in the Subledger Accounting Implementation Guide Part No. E13628-04.

This form allows you to control how the Journal entries are created in GL and the
default parameters for the Create Accounting Program.

Oracle E-Business Suite has many sources of data that it uses internally to manage
accounting representations for transactions. These are rules that majority of the
enterprises use to manage their accounting needs. However, when these do not cover
requirements in your business SLA's open design perspective and delivery method
offers you an opportunity to make modifications to these standard rules.

E-Business Suite provides a method to create Custom Sources to capture these
assigning data elements and use them in the SLA rules to drive your accounting
representations for a transaction. This change allows you to support the needs and
requirements of your enterprise.
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Open Balances Listing

In earlier releases the Accounts Payables Trial Balance was generated within a single
program at the time of running the Accounts Payables Trial Balance report. It is
now generated from the SLA so that the accounting basis is true and accurate and is
generated from the central data store, the single source of truth.

A new definition has been introduced to configure and manage data in this report.
You can specify a format (BI Publisher) and report definition (Open Balances Listing
definition) when you run the AP Trial Balance report. The report definition has the
details regarding which account to record (normally AP Trade) and which source
(normally Payables).

In Release 12 the Create Accounting Process must be run prior to running the AP
Trial Balance and you update the GL Balance and the balance in the subledger to
review for reconciliation.

You now have the option to ease reconciliation to include other Journal Sources that
have affected the balance of your AP Trade Account as a parameter on the Accounts
Payable Trial Balance report.

The definition of what should appear on your AP Trial Balance report (AP Trade
Account) is part of the report definition.

Gpon Account Batemces Ttng Defiions | Supporting Rererences | Teameacton Account putier | e

QOpen Account Balances Listing Definitions >
Update Open Account Balances Listing Definition

* Indicates required field Cancel || Apply

Code BB Defined By Segment
* Name BB Balance Side  Credit ~

Description BB Enabled Yes =
Ledger Vision Operations (USA)

Open Account Balances Listing Journal Sources

Flease enter one or more journal sources that this report definition will report data on.
Journal Source Remove
Fayables 7

Add Another Row
Definition Details

Please enter at least one accounting flexfield or range of segment value to be included in this report.

Chart Of Accounts Segment Remove
Operations Accounting Flex Account 2110 e 2230 Q B
Add Another Row
Cancel ‘ Apply

Supporting References

E-Business Suite has introduced a new concept, Supporting References, in Release 12
as part of the SLA functionality that allows for inclusion of additional sources of data
elements to maintain balances.
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As an example you might want to add a Descriptive Flexfield (DFF) to the AP
Distributions form and would then use Supporting References in SLA to maintain
balances for each unique value of that DFF.

In addition to having an AP Trial Balance based on your AP Trade Account, you
could also have a similar report for each unique value of this DFF. This is maintained
in the SLA and is capable of being defined as a rolling balance or one that clears at
year-end.

Gpon Aeceant Bl Toting Do | Sapporting Referenees | Trammecsion necoumt waiier | v I

Supporting References >
Update Supporting Reference

Cancel Apply

* Indicates required field
Owner User
Code APPROVEDAMOUNT V| Enabled
*MName Approved Amount 7] Maintain Balances

Description  Approved Amount Year End Carry Forward Based on account -
Supporting Reference Details
Please enter up to five supparting reference details and assign sources to each of them.
Select “Detail Code *Detail Name Description Delete
@ APPROVEDAMOUNT Approved Amaunt Approved Amount imj

Add detail

Source Assignments: Approved Amount

¥'TIP You cannot assign more than one Source for each Event Class.

Assign Sources (4)

Application Event Class Name Source Name Description unassign

Core Banking Bank and Personal LOC Approved Amount i

Core Banking Real Estate Loans Approved Amount

=7 | @

&

Accounting Reports

All accounting reports now are generated from the SLA. Even though you will see
accounting entry related data in the transactions, they are not used for the accounting
reports. These are now defaults to the Subledger Accounting Engine (SLA Engine).

If you do not make any changes to your SLA rules these default accounts become
your accounting entries in the SLA, which are subsequently transferred to GL.

Since all accounting reports are now generated at the SLA level, changes to SLA rules
do not impact Oracle's single source of truth for accounting. Almost all reports that
are now generated from SLA are generated using BI Publisher. So these reports can
be modified to be generated in PDF or Excel with ease. Further, there is an enormous
amount of data in the XML extracts for these reports and the template designates
what data you see.

+  Datais not populated in the report unless the Create Accounting
é%i\ process has been run for the specific subledger. This process
g creates the accounting entries in the SLA layer.
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Subledger journal entries

You can create journal entries in the subledger level manually. This is an additional
method to create journal entries that will generate balances for your accounts.
Ideally, accounting transactions (accounting representations of your subledger
transactions) will normally be generated based on the Create Accounting program
from your subledger transaction.

The subledger layer is an additional transaction layer with the capability to enter
manual journals. These will then be transferred and posted to your general ledger
as part of your month-end processing.

These subledger journals are not in your General Ledger and do

not effect balances. They will only affect the balances once they
"~ are transferred to General Ledger and the journal is posted.

E-Business Suite provides the capability to restrict access to ledgers where you
can transact these manual entries. Review the options for the profile option,
SLA: Enable Data Access Security in Subledgers.

You can also assign Supporting References based on your configuration to these
transactions at this time. Based on your configuration the Supporting References
can be assigned at header or line level.

You cannot manually assign Supporting References to journal
" transactions from the subledger.

| Cancey Save a5 Incompiete Cantire j

Header

Rssign Supparting References

Uiness

Defaut Currengy Opoons
Entered Accounted DR Accounted CR Asskgn Supporting
Datallc Number Sorvices ACcoumting Hex “Accounting Chiss Currancy Entared DR Entered CR {usD) (usn) Rafarences Doketa
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You cannot assign any Supporting References that maintain balances at the
header level.

It is recommended that you enter manual journal entries for your primary and
secondary ledgers only. Manual journal entries created in the Primary ledger are
automatically posted to the reporting ledgers.

Account Inquiry

The Account Inquiry capability has been changed to now use a new form that was
introduced in Release 11i; you can still use the older form for Account Inquiry but once
you start the drill-down process and have to pass through the Subledger Accounting
layer, the form shows the java screen as opposed to the standard grey/blue form.

When inquiring on balances you can choose to use the inquiry form or the new
Account Inquiry and Drilldown feature to view balances, and drill down to the
subledger journals and then to the subledger transactions.

E-Business Suite provides functionality to add predefined fields to your results
that show transaction details from the subledger transaction (AP Invoice Number,
Supplier Name, Supplier Site, and so on). The default view only shows a certain set
of fields, which may be inadequate for many users.

With the export function on the view balances and subledger transactions screen it is
easy to generate a download file that can be used as a report, for your balances and
related transaction data.

The following screenshot shows an updated view to review transaction data that
makes up the balance for the account shown in the header with subledger detail.
The Export button above the detail panel can be used to download the data in Excel.

Payables A 16030 554464
MAR-11 Paymenats USD
BEIEALTS

MAR-T1
use
Account  G06. 00, DD, 2110 10,0000 0MWKHID. O, D00

View Mivies = | G0 || Personalre

Salact Subledger Journal Entry Line: | View Transaction | | View Joarnal Entry | | | Export

Accounted Accourited  Supporting  Customes  Cizstonr Suppher  Line
DR, CR  References  Name Site Mame  Suppher Hame Sive Name  Description
9200172 - G0802

Transaction
Sesbe f Bumber GL Date  Account

03232011 906.000.000.2 11 01 0.0004.60084

i

a

03.23.2011 906, 0UC. JONES AND SONS THC S4710

03.25.2011 9045,

03.25.2011 905.000.

03.25.2011 906.000. 10.000:0.000000.0000.001 bty

#5.2011 906,000,000, 71101 0,0000,000000.0000,000 L isblity
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Reporting Sequence

E-Business Suite provides a method to manage sequence numbering on journal entry
transactions to enable compliance with statutory requirements where all transactions
need to be sequenced without gaps.

This was managed with a sequence and an assignment to Journal Categories in
previous versions. That functionality has changed; however, R12 contains an
additional functionality with sequences assigned to the transactions in SLA.

E-Business Suite now assigns two sequences to journal entries:

e Accounting Sequence is assigned to all journal transactions in the Subledger
Accounting layer, when the status is set to Final. The Accounting Date (GL
Date) is the criterion for determining the sequence to be used.

e Reporting Sequence is assigned to both subledger journal entries and general
ledger journal entries when the GL period is closed. The program that
assigns the sequences to the transactions is automatically submitted when
you close a General Ledger period.

Reporting sequences are optional.

One important aspect that is new is the capability to alter sequences if they are
found to have been incorrectly applied to transactions. A specific process needs
to be run that will undo the assigned sequences and then re-apply them after the
relevant changes.

Important SLA profile options

Some important profile options are shown here, with explanations of how they affect
the processing in E-Business Suite:

e SLA: Disable Journal Import: The preferred setting for this profile option
is Yes. This indicates that Journal Import always accompanies the transfer
of data from Subledger. Another implication of this value is that, on failure
of Journal Import, the data will be rolled back to SLA tables and will not
have any resultant hanging data in GL_ INTERFACE. Setting this to No is
not recommended. If this is set to No the process will work as in pre-R12
versions and the Journal Import process will need to be manually submitted.

e SLA: Initial Date for Historical Upgrade: When upgrading you must
determine the initial period to be upgraded. Before running any SLA
post-upgrade process you must enter the initial date to be used in the
SLA: Initial Date for Historical Upgrade profile option.
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Summary

In this chapter we discussed Subledger Accounting, covering the components, how
to use these components, and what they impact.

We also looked briefly at the controls that SLA provides for accounting Policy
Management in a single place, and the additional functionality introduced in R12
including Account Inquiry, drilldown, and the new face of reporting from the SLA.

In the next chapter, you will learn about organizations, items, manufacturers, and
so on.
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Inventory means a list compiled for formal transactional purposes. In the U.S. and
Canada the term has developed from a list of goods and materials, especially those
available in stock by a business. In accounting, inventory or stock is an asset.

The scope of inventory management concerns the fine lines between replenishment
lead time, carrying costs of inventory, asset management, inventory forecasting,
inventory valuation, inventory visibility, future inventory price forecasting,
physical inventory, available physical space for inventory, quality management,
replenishment, returns and defective goods, and demand forecasting.

It also involves systems and processes that identify inventory requirements, set
targets, provide replenishment techniques, report actual and projected inventory
status, and handle all functions related to the tracking and management of materials.
This would include the monitoring of material moved into and out of stockroom
locations and the reconciling of the inventory balances.

In this chapter, we are going to cover primarily the purchasing, receiving, stocking,
and shipping of goods and their accounting impact, and how these are configured
to be easily transacted. We will not be covering any specific manufacturing related
functionality or tasks.

Here is what we will cover:

e What is an organization?

e How does it affect E-Business Suite framework?

e What is needed to use it for transactions?

e Items and related setups

e Which transactions types use an inventory organization?

e Accounting impact from inventory



Inventory

Organizations

E-Business Suite uses many types of organizations. These are important to the
framework and functionality of E-Business Suite. The following is an example of
an organization hierarchy. The organization is a data entity that is truly owned by
the HR application/module in E-Business Suite, but if HR is not fully installed, that
is you are not using Oracle HR, it gets installed in a shared mode. In this situation
most people use the Inventory module to access, create, modify, and maintain
organizations. If you had HR installed and were using Oracle HR you would not
use this function from Inventory.

| Business Group |

| Legal Entity |

S

| Departments |

| Operating Unit |

| Inventory Organization |

| Subinventory Organization |

The previous figure is a linear depiction of how organizations are used within
E-Business Suite. The following points explain in a little detail what each element
means and how it is used:

e The Business Group is a default (with the same name) provided on
installation and you do not need to create a new one; you can use this default
and change the name if needed. No functionality is affected if you change the
name. You can create additional business as needed by your enterprise.
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The only reason to create a new Business Group is if you
— intend to use Payroll for different countries.

The Legal Entity is the next level of the organization hierarchy. This was a
placeholder in previous versions but has taken on a significant importance

in R12. You need to define before you start any other configurations for your
accounting system. The Legal Entity configuration is described in more detail
in Chapter 2, General Ledger.

In prior versions the Legal Entity was only a placeholder and used sparingly
for certain reporting tasks/functions. Beginning with R12 the Legal Entity
has evolved into a major owner of various data elements. Banks are now
managed and owned by a Legal Entity. This will be explained in more detail
in Chapter 8, Cash Management.

Even though a Ledger is not an organization it made sense to put it into this
figure and explain a little about it as it firms up the organizational structure
and functionality in the larger scheme of things in E-Business Suite. To
enumerate that this is not an organization, the box is a broken line and is in
a different color. The next level is Departments. That is a slight anomaly,
though it is still termed as an organization and is specifically used in Oracle
Projects as project organization.

The Operating Unit is an important part of the subledger implementations
and drives the ability to separate data at this level for most subledgers.
Data entry is managed by being part of an Operating Unit and cannot cross
between two Operating Units for transactional functions.

Prior to R12, the Operating Units were managed as part of a silo and could
not be accessed without changing to a different role (responsibility). This
was, in many cases, a restriction that was a problem for many businesses.
Multiple Organization Access Control (MOAC) was introduced in
E-Business Suite R12. With MOAC you can access multiple Operating Units
(if configured with the appropriate security profiles) when you are logged in
with a specific role/responsibility.

The Operating Unit facilitates configuration of the
+  subledgers, AP, AR, and so on. However, you cannot
complete the subledger configurations without defining
’ an Inventory Organization which is the next level in the
organization hierarchy.
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Inventory organizations are defined to manage stock levels and perform
inventory stock movement transactions. Not all stocked inventory is used
for shipments (sales order issue), though all items that are stocked have to
be received (purchase receipts) into an inventory organization. Inventory
organizations enable you to drive stocking items/materials, receiving and
managing them, accounting for them, and shipping/issuing them to external
or internal groups.

The capability to stock materials, manage availability levels, ship to external
parties, and account for all of these is an inherent Inventory Management task.

Accounting is generated by Cost Management for all Inventory transactions,
including other related manufacturing, plan, and build transactions.

We will only be covering the receiving and shipment transactions as part of
this book. Configuration and accounting impact related to these transactions
will also be highlighted and explained.

You must have a location (address) when creating an inventory organization,
or any other organization. E-Business Suite does not intrinsically distinguish
between a physical and a logical location. This means that it is not a one-to-

one relationship and more than one organization can have the same location.

Subinventories are sublocations within an inventory organization. Typically
an inventory organization reflects a physical location of a warehouse or
storage facility. Subinventories on the other hand are logical locations within
that physical location that help identify specific areas where materials are
stored. This is purely a logical definition. You can further segregate this to be
more specific by using locators.

Organizations are classified as one of several specific types and their functionality
is driven based on these classifications. The following is an abridged list of the
classifications. The ones that we will be discussing in this book are highlighted:

Business Group

Company Cost Centre

GRE/Legal Entity

HR Organization

Inventory Organization

Operating Company

Operating Unit

Project Expenditure/Event Organization
Work In Process (WIP) Organization
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The classification determines how the organization will be used. Based on these
classifications additional details are captured. The differences are too detailed to be
described in this book.

Detailed information is available in Oracle® Human
. Resources Management Systems, Enterprise and
& Workforce Management Guide. Part No. E13511-03. Other
L= organization classification and additional information
data is available in the relevant user guides where the
classification is used.

An inventory organization is used for master data definition (items and related
setups). It is also used for relevant configuration to enable transaction processing.
Master Data is defined in the master inventory organization (Master Org), such as
Items and transaction defaults. The secondary level of inventory organizations used
for transactional purposes is an inventory organization (Org or Child Org).

If you were to define an inventory organization for an implementation to use
for receiving and shipping transactions, you would in essence define two
organizations —a Master Org and a Child Org.

You can have multiple Master Inventory Organizations
within an implementation, but you can have only one
Master Org per Child Org.

As you define an inventory organization there are specific parameters required to
be captured for the classification you choose. Based on the Inventory organization
classification, multiple details are needed to be captured. The following are a few

major data components that need to be captured:

e Link to Ledger, Legal Entity, and Operating Unit

e Configure with accounts for transactional defaults
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e Configure with costing organization and costing type

2 Zlolx
Name ‘ision Operations Type Division
Dates
Fram O1-JAN-1987 Ta
Location %1 Ship Site A Internal or External  Internal
Lacation Address 475 Park Avenue. Mew York NY 10022 Mew York United States.....
Internal Address [ ]
Organization Classifications
Name Enahbled
Inventory Organization -
= x
Primary Ledger Vision Operations =Wision Operations (USA)

Legal Entity Vision Operations
Operating Unit Vision Operations

1] 4

Cancel Clear Help

The previous screenshot is a depiction of what is captured when defining an
inventory organization to link it to the appropriate primary ledger, legal entity,
and operating unit.

With the classification of inventory, the following information (an abridged data set)
is captured:

e General: This specifies the name of the Org, and the Master organization it is
associated with.

e Costing: This specifies the Costing method (Standard, Average, FIFO,
or LIFO), and related accounts that default to all subinventories and
transactions within this Org.

e Inter-org: This specifies the default accounts that are related to inter-company
transactions. These are however more finitely defined in the shipping
networks, which are between specific operating units.

e Other Accounts: This is used in related transactions that are performed from
within an Inventory.
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Items

The Item is a Key Flexfield which means that you can define it in the same way that
you can define your Chart of Accounts with multiple segments and values for each if
needed. In most cases it is enough to have a single segment where you define that as
your Item Flexfield and that also becomes your Item Number.

Items are defined to facilitate transactional and stocking capabilities. They also help
identify a specific material/ goods item that you will transact repeatedly so you do
not have to rely on a description to know what was transacted.

The Item Flexfield is like any other key flexfield and can have multiple segments.
When you have multiple segments data entry is inhibited and can be cumbersome;
however, the multiple segments allow capture of more than one aspect about the item.
There is probably an even split between the use of single versus multiple segments in
the Item Flexfield. The usage is eased to a large extent with a single segment.

Item categories

A category is a logical classification of items that have similar characteristics. A
category set is a distinct grouping scheme and consists of categories.

Item categories classify items (goods, materials, services, and so on) to ease reporting
and accounting derivation and automation. Item categories are normally assigned at
the Master level and cascade to all Items in the Child Orgs. You can also choose to
assign these categories at the Child Org level.
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Item categories are assigned to functional areas as shown in the following screenshot:

[o] o

Functional Area Category Set Description
l\nventury Irventary Inventary Category Set
Purchasing PO CATEGORY SET PO Category Set
Planning Irventory Inventary Category Set
Semice Irventory Inventary Category Set
Cost Irventory Inventary Category Set
Engineering Irventory Inventary Category Set
Order Entry Irventory Inventary Category Set
Product Line Accounting Irventory Inventary Category Set
Asset Management Enterprise Asset Managerment Enterprise Asset Management Category S
Contracts Contracts Category Set for Contract ltern Categories
Froduct Reporting Product Product Category

Process Allocation Class

Frocess Sequence Dependency Class
Process Substandard tem Class
Frocess Technical Class

Process GL Class

Process GL Business Class

Process Cost Class

Process Product Line

Category Sets are predefined and are assigned to multiple functional areas. The
Inventory Category Set is assigned as a default to multiple functional areas. This
can be changed as part of the configuration step.

Status controls

Items are defined in the master organization only. They have default attributes
that apply across the enterprise and are set at the Master level. These are identified
as follows:

e BOM Allowed: Item allowed to be used in a Bill of Material.

e Build in WIP: Item allowed to be used in a Work In Process transaction.

e Customer Order Enabled: Item can be ordered on a sales order by
a customer.
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¢ Internal Order Enabled: Item can be ordered on a sales order by an
internal order.

e Invoice Enabled: Item can be invoiced. It can be used on an AR
Invoice Transaction.

e Process Execution Enabled: Item can be used in a process execution
transaction.

e Purchasable: Item can be used on a Purchase Requisition or Purchase
Order transaction.

e Receipt Enabled: Item can be received.
e Stockable: Item is stockable.
e Transactable: Item can be used in a transaction in Inventory.

These attributes are set to true when the status is active and set to false when status
is set to inactive.

Item attributes

There are over 250 attributes for an Item, each specific to a transactional group. These
are arranged in logical groups for ease in identifying and managing them. Some of
the groups are as follows:

e Main

¢ Inventory

e Costing

e Order Management

e Invoicing

e Purchasing

e Receiving
Each attribute can be set at either the Master Org or Child Org and for each
implementation. Oracle E-Business Suite comes configured with certain default

values for each attribute. These default values can be changed as needed to
meet the specific business scenario.

Once an Item has been defined at the Master Org level, it must be enabled for
transactional purposes in a Child Org. Each Child Org can have transactional
differences and these are controlled by specific attributes. Attributes controlled

at the Master Org are set to the same value for each Child Org. Attributes controlled
at the (Child) Org level can be set for each Child Org.
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Items must be received into inventory to stock them. There could be cases where an

item is used on a transaction in receiving, but may not be stocked. These could be

items such as office furniture, computers, electronics —items that are needed to run

any organization. However, to ship any item it must be marked as stocked.

The important attributes, item receipts, stock management, and issue/shipping,
that fall under the earlier mentioned groups manage default accounting. We will

cover the impact of these attribute settings in Chapter 5, Purchasing and Chapter 10,
Order Management. The following attributes should be considered and reviewed for

accurate results:

Tab/Section/Grouping Item attribute

Main Unit of Measure, User Item Type, Item Status

Inventory Inventory Item, Stockable, Transactable, Reservable,
Lot Control, Serial Control and Cycle Count

Costing Costing Enabled, Cost of Goods Sold Account,
Inventory Asset Value

Purchasing Purchased, Purchaseable, Allow Description Update,
Expense Account, Asset Category, Purchase and
Receiving tolerances, Invoice Matching

Receiving Receipt Routing, Receiving Subinventory, Allow

Order Management

Invoicing

Substitute Receipts, Allow Express Receipts, Receipt
Date - Quantity Controls

Customer Ordered, Customer Orders Enabled,
Shippable, Internal Ordered, Internal Order Enabled,
OE Transactable, Default Shipping Organization,
Returnable, RMA Inspection Required, Shipping
Sub-Inventory, Shipping and Return tolerances

Invoiceable Item, Invoice Enabled, Sales Account,
Invoicing and Accounting Rules
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@ Organization %1 “ision Operations Display Attributes
J— ltem ‘ C Master 0y Al
Description [ ]
Main | Inventory  Bills of Material  Asset Management  Costing  Purchasing  Receiving  Physical Attributes W’)
] Unit of Measure
b= . Canversions ® Inventory
Primary |Each P User Item Type * Bills of Material
Tracking |Primar - - * Asset Management
Y - b = temn specific ltern Status | Active | g
Pricing | Primary - @ Both * Costing
Secondary Sot * Purchasing
Defaulting = * Receiving
L * Physical Attributes
Deviation Factar + 0 % .
General Planning
. N
Deviation Factor - 0 % MPSMRP Planring
Lead Times
Long Description Wark In Process

Crder Managerent
Ireoicing

Process Manufacturing
Service

Wyah Cption

A detailed list of the attribute in each group and their impact is available in the
Oracle Inventory User Guide - Part No. E13450-04.

Item defining attributes are specific characteristics that identify the item for a specific
functional area and enable transacting in that functional area.

Functional area Item Defining Attribute
Oracle Inventory Inventory Item
Oracle Purchasing Purchased Item, Internal Ordered Item

Oracle Master Scheduling/MRP and =~ MRP Planning Method
Oracle Supply Chain Planning

Oracle Cost Management Costing Enabled

Oracle Engineering Engineering Item

Oracle Order Management Customer Ordered Item

Oracle Service Support Service, or Serviceable Product
Work In Process Build in WIP

Bills of Material BOM Allowed and BOM Type
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When you set an item defining attribute to Yes the item is automatically assigned

to the default category of the corresponding functional area. For example, if you set
Inventory Item to Yes the Item is automatically assigned to the default category set
for the Inventory functional area. You can also assign multiple categories to an Item.

Item attributes are not easy to manage and maintain; however, with the use of item
templates the activity can be eased to a large extent. Having specific item attributes
assigned to a template and applying the template to an Item assigns all the attributes
to that Item. This ensures that you set all the attributes that you need for that item
type, and the attributes for all similar item types are consistent.

Transactions

Oracle Inventory has many transactions that are managed within the product. These
transactions are all related to movement of material —receipts into Inventory, issues
out of Inventory, or movement within the inventory organizations between locations.

This book will focus on transactions that involve receipts into inventory (purchase
receipts) and issues out of inventory (sales order issues). We will also in turn
cover material returns both to a supplier and from a customer and related tasks.
These transactions will be addressed in Chapter 5, Purchasing and Chapter 10, Order
Management respectively.

Transaction accounting in Oracle Inventory is generated by the Oracle Cost
Accounting product and these will be briefly covered.

These accounting transaction created by Cost Accounting are defaults and can be
changed using SLA. Please refer to Chapter 3, Subledger Accounting (SLA) for details
on how the changes can be done.

Transaction configuration

Transactional setup/configuration is an important part of the Inventory
configuration steps. The configuration can be classified in the following broad areas:

e Control Options and Restrictions: Item revision, locator, lot and serial
control, subinventory and locator restrictions, transaction processing mode,
transaction managers

e Processing: Default subinventory and locators, unit of measure conversions,
transaction source types, transaction actions, transaction types, transaction
reasons, account aliases, consumption transaction rules, transaction
profile options

¢ Reporting: Movement statistics, cycle counts, ABC Analysis
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These configurations are enterprise wide and do not specifically affect or relate
to any inventory organization and its transactions.

The major transaction sources, types, and actions that we are covering in this chapter
(and the book) are already defined and need not be altered or added to. The standard
options work well for most companies which process the transactions we intend

to cover.

The following list is an abbreviated list of the transaction sources we will cover:

e Purchase Order Receipt, will be covered in Chapter 5, Purchasing
e Account Alias Issue, will be covered in this chapter

¢ Return Material Authorization (RMA), will be covered in Chapter 10, Order
Management

e Sales Order, will be covered in Chapter 10, Order Management
e Cost Updates, will be covered in this chapter

There are multiple transaction types that can be performed and they are as follows:

e Return to Vendor, will be covered in Chapter 5, Purchasing

e Purchase Order Receipt and Adjustment, will be covered in Chapter 5,
Purchasing

e Sales Order Pick and Issue, will be covered in Chapter 10, Order Management
e Account Receipt and Issue
e Account Alias Receipt and Issue
e Standard Cost Update
A more detailed list of all related Transaction configuration capabilities and

their interdependencies are listed in detail in the Inventory User Guide
(Part No. E13450-04).

Processing mode configurations are system level configurations that are set for
the implementation. These are set normally by a System Administrator at the
beginning of the implementation and may be tweaked based on transactional
load and other requirements.

These Processing Mode configurations are managed by the following:

e Profile Options

e Transaction Managers
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The profile option INV: Transaction Date Validation allows transaction dates in past
open periods. This is an important option to consider as part of an implementation
and when configuring your system.

There are multiple profile options that are related to transaction processing on the
forms and allow the user to specify if these transactions should be conducted in
online (immediate) or batch mode.

Transaction managers

Transaction managers are background processes that control various aspects of the
processing. These are configured by the System Administrator and should not be
changed frequently.

These transaction managers cover specific functions within Inventory and a brief
explanation of these functions is as follows:

e Material Transactions: The material transaction manager immediately
executes the material transaction after you save your changes in a transaction
window. By starting the transaction manager, you can determine how to
effectively show the changes in the balances of your materials in specific
locations for reporting purposes.

e Move Transaction: The move transaction manager processes move
transactions in Oracle Work In Process. You can import move transactions
from devices such as portable bar code readers or your custom data entry
forms using the open move transaction interface.

e Resource Cost Transactions: It is related to the previous manager but
addresses the resource allocation and usage for Work In Process transactions.

e Cost Manager: The cost transaction manager costs facilitates accounting and
is used to create accounting entries.

These transactional managers control specific data flows and can be scheduled

at regular intervals. The Material and the Cost transaction managers need to be
configured if transactions are generated for non-manufacturing processes such as
receiving and shipment processes.

The other two, Resource Cost and Move Transaction Managers, help to process
Work In Process related transactions.
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Transaction processing

Many transactions are assigned to Inventory by design in the E-Business Suite, but
are transacted in other products.

A shipment is normally done on an Order and is part of the transactional flow of
an Order being processed. We will briefly touch upon how these are affected by
configuration in Inventory, but they will be addressed in more detail in Chapter 10,
Order Management.

To understand Inventory transactions let us build an example of an organization that
has a manufacturing plant and two inventory organizations (and a Master Org), one
for Raw Materials (RAW) and another for Finished Goods (FGI). These inventory
organizations each have multiple subinventories.

For clarity we shall refer to the master as MAS, and the children organizations as FGI
and RAW. The subinventory will be assigned to SubInv-FGI1, and so on.

We will assume that both inventory organizations are associated with the
same ledger.

Master
Inventory
Org(MAS)
1
Raw Material J: Finished Products
T T T T T T T T T T T T T T T T T T T T T T T 1
Items: Enable Items |
v v
Transactional Transactional
Inventory < > Inventory
Org(RAW) Txn-A Org(FGl)

Suppliers
Customers

Subinventory
(RAW1)

Subinventory
(RAW2)

Subinventory | Subinventory
(FGI1) (FGI2)

Txn-D 1
Subinventory /

(FGI3)

Subinventory
(RAW3)
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Transactions listed in the previous figure are depicted in this book and reviewed, as
per the following information:

e Txn- Ais an inter-org transfer; this means that materials are being
transferred from the FGI to the RAW. Realizing that there are multiple
subinventories in each Org, you will need to specify a subinventory when
processing this transaction.

e Txn- Bis a purchasing transaction, a receipt against a purchase order; there
could also be a return to vendor.

e Txn- Cis a shipment transaction that would be processed as part of an order
fulfillment and the material is shipped to a customer; there could also be a
return from a customer that will also be processed in reverse.

e Txn- D is a transfer between subinventories within an inventory
organization. If there is a reason to transfer between subinventories in
different inventory organizations you will use Txn - A.

The following are some reasons to have two inventory organizations from a
business perspective:

o Different accounts for material valuation

o Different values (cost/ price) for an Item

o Different currency/different ledger

e Different control levels
Further, each Org has multiple subinventories and here are a few reasons why:

e Different accounts for material valuation
o Different locational identities in the system
e Segregating materials and enforcing transactional dependencies
The method to transact transfers between Inventory Organizations for movement

of materials depends on whether the Inventory Orgs are associated with the same
ledger or not.

If they are associated with different ledgers, then there could be differences in
currency, valuation, and accounts. This would also trigger an inter-company
accounting processing requirement.

The following profile options relate largely to this particular scenario:

e INV: Inter-company Invoice for Internal Orders

e INV: Advanced Pricing for inter-company Invoice
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e INV: Use inter-company AR Tax for inter-company AP

e INV: Intercompany Transfer Price Date

e INV: Intercompany Currency Conversion

e INV: Inter-Organization Currency Conversion

e INV: Advanced Pricing for inter-org Transfers

e CST: Transfer Pricing Option

The profile options described previously are some important profile options that

need to be considered if you intend to manage inter-company and transaction

processing.

Accounting defaults when transactions are processed are in the following form
and this also allows managing and controlling how these transactions between

organizations are processed.

o)

From Organization
To Organization
Transfer Type
FOB

Receipt Routing

Inter-organization Transfer Charge
Type
Inter-organization Distance

LUOM

Transfer Credit
Purchaze Price Vanance
Receivahle

Payable

Intransit Inventory

Profit In Irventory
Subcontracting

Subcontracting Type
Default Order Type
Wariance

Offset

Transfer Price
Price List

Interarg Profit Account

M2 Boston Manufacturing
al “ision Operations

Direct >

Internal Order Required
Elemental Yisibility Enabled
Manual Receipt at Expense Destination

Predefined % ¥ [ %

Walue

01-530-5290-0000-000
01-510-5210-0000-000
01-000-1810-0000-000
01-000-2370-0000-000
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A separate configuration enables true inter-company process flows that include
inter-company invoicing and related accounts to manage a more specific movement
between ledgers.

Inventory valuation is expected to be accurate and is based on purchase price, price
related to building the product (if you manufacturer) and other elements such as
labor/resource costs.

To assist in accurate costing (valuation) of an item a process called Cost Update
manages to update item valuations appropriately. This process takes into account
various elements that make up the total cost and effectively update the cost of each
item based on the costing method and the elements configured to build the cost for
an item.

The value of a raw material item in stock may be the last purchase price or an
average of the purchases in the past specified period. The actual value is dependent
on your costing method.

The value for a shippable product (finished goods) is also the purchase price, plus
additions of value if any. Or it could be the cost of the raw material, plus the resource
cost and other material costs that were used in the process (Work In Process and
BOM) to arrive at a finished goods value.

Cost updates are run periodically or can be inherently processed based on the
costing method.

E-Business Suite provides multiple costing methods to encompass the requirements
for most organizations. These are as follows:

e Standard
e Average
e LIFO

e FIFO

Inventory management includes the review and verification of physical stock

levels and these are based on a counting activity performed periodically. When the
counting activity is done and if it does not match the quantity on the books, there is
a transaction that can be used to adjust the quantities to match and related valuation
to be accurate. The transaction that allows this is the physical count adjustment that
also drives an accounting entry. The reverse of this adjustment would be done using
the issue transaction. This is not the preferred method for accountants as there is

no audit trial that shows why this transaction was performed, and it is generally
frowned upon by the accounting people.
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Cost management

Oracle Cost Management is another product related to Inventory and other
manufacturing applications. This does not need to be specifically configured,
though the basic configuration is done in Inventory as part of the inventory
organization definition.

The data elements that are used to build the value (cost) are defined in Oracle Cost
Management. If your enterprise is not a manufacturing company the default setups
or minimal setups are sufficient to use in Inventory. Cost management is more
relevant when there are manufacturing tasks and the configuration needs to be
more detailed.

All accounting is managed and can be reviewed within cost management. Some
reports and functions are also available within Oracle Inventory. They are as follows:

e Create Accounting

e Period Close

Summary

The topics covered in this chapter are a review of organizations and inventory
transactions that effect non-manufacturing organizations. We also reviewed Items
and their related setups with a brief overview of Oracle Cost Management and
impacts on Inventory Accounting.

The next chapter is an overview of purchasing and iProcurement. We will walk
through purchasing and receiving transactions, including accrual. We will also
cover briefly the purchasing close process.
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We will cover the concepts of procurement in this chapter. Procurement is the
process of acquiring goods and services from external parties at the most effective
price and possibly over a period of time. This concept obviously excludes one-time
purchases that may be made with disregard for the process of negotiation and
pricing agreements.

Procurement includes the following processes:

¢ Information gathering

e Supplier contact and review of offering

e Negotiation and pricing agreement including period wise pricing
e Purchase Order - contract to provide materials/services

e Fulfilment

e Receipt of goods and/or services

e Renewal, as applicable

The first two tasks in the list are manual processes. We will cover the next set of
processes that can be managed within the E-Business Suite in this chapter.

Supplier management

Managing suppliers is a major task and most medium-sized companies have this
process being managed by the people that create the purchase orders as they are the
first to contact the supplier. In E-Business Suite the task of creating a purchase order
is assigned to a user who is configured as a buyer in the system. The buyers also
negotiate pricing, delivery schedules, and ensure that the company gets the most
acceptable pricing for one-time purchases.
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In many companies, the onus of creating a supplier is vested in the person who
engages with the supplier on the details of the delivery of the product. Normally the
creation of a supplier is done by entering data manually; either capturing the data in
a paper form or in an e-mail from the supplier to gather the relevant details.

The following screenshot shows an overview screen used to capture supplier
information in Release 12:

«  Quick Update

+  Campany Profile
Organization = Suppiter Home  Bank of America
T Detads i Misber  SUSE
Aitdress Book
Contact

Diractory
AuRmass

Classsication
Froducts &

Senices Suppler Sites
Sanking Detalis
Survers

+ Termsand Contrel  Key Purchasing Setups | Key Payment Setups:
Accounting Creats
Tax and

Reporting Viokd Trom Payment
Parchagng Operating Involce Match  Involce Al Unmakched Unvaldated Services  Paymend
Receiving Slte Name  Unit Involoe Amount Limit  Invoioe Tolerance Option Currency  Invoices Involces  Inwoices Payment Hold Reason Tolerance Cumrency
Payineril Details | cppoomsre ViSon Vision Oparations - Tolerance w  Furchase Order «  US dollar w ~ S dalla
Retationship Iperatons
Invoice

Managoment

SO701

Site Stotus  Acive = Site Name Operating Unit G

In R12 the supplier form has been merged with the Trading Community
Architecture (TCA) for a seamless view of all third parties to an enterprise. The
TCA tracks suppliers, customers, employees and banks, to name a few entities.

This form changes the concept of how the supplier is created. It has tabs at the side
that show the different regions/areas for capturing data.

The overview screen only shows minimal information for the operating unit you
have access to. However, when you click on the Address Book tab, all the addresses
for that supplier are shown. Click on the Manage Sites icon to add an address to
other operating units as needed.

[ o e——— e S, N S

o Quick Update
+ Company Profila
Organization Search
Tex Detads
Addrmss Book Address Hame S Hame
Comntact Addresa Detais
Dwectony
Busness
Classificaton
Products b
Services Craate
nnking Darads

Update Bank ol Ametica - 5058: Addiess Book

Go | Cheat

b Dotails Mams - Asdrass Country Commanication Purpose Status  Update  Manoge Sites  Remove
Sy 5 CORPORATE
= Terms snd Control
Accouring . CORPORATE
T and
Raporting
Purchasing T MADN
Receiving
Poyment Detaits
Hedstiondde
Imice
Managemeni

a0 United States Payiment, Purchesing Current . < g
e s ¥ 10

United Sentés Paymant, Purchasing Currsat

Unitec States Fayment, Furchasing Current » =

ViS BOFA United States Fayment, Purchasing Current 5 q
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The possibility of duplicates arises frequently. Multiple suppliers either with the
same names or multiple addresses pose a real problem. To manage duplicates the
supplier merge functionality helps to merge these data entities and resolve the
issue. The supplier merge function can be used to merge the supplier, and supplier
addresses, including the transactions — purchase orders, invoices, and payments.

In E-Business Suite procurement you can use standard supplier lists to assign
suppliers that have been identified as suppliers of specific goods/service products.
E-Business Suite also provides approved supplier lists to ease the planning function
and can automate creation of planned purchase orders.

Additional supplier management functionality

Supplier management facilitates creation, and maintenance of suppliers,
including performance and audit metrics with the supplier hub and the supplier
management products.

The iSupplier Portal facilitates self-service transactions between the enterprise and

its suppliers. The portal provides a collaborative platform for buyers to manage
relationships with their global supply base. It also allows suppliers to receive
immediate notifications and respond to events in the purchasing and planning process.

Oracle iSupplier Portal provides the framework that enables buyers and suppliers to
communicate key business transactions while enabling the ability to search, monitor,
revise, and review purchase order transactions. The portal also allows managing
interaction with the supplier and the buyer, including functionality that enables
creation of a payable invoice. You can also manage requests for supplier creation
from this portal.

Approvals

All procurement transactions, requisitions, and purchase orders require a manual

or systematic approval process. In many cases a purchase order does go through an
approval process; however, it may not be as extensive as requisition. It could also
follow a different hierarchy to support financial and budgeting approvals. Moreover,
a purchase order has to be approved to manage receipt transactions.

Oracle E-Business Suite provides multiple methods to manage approvals that are
simple hierarchical supervisory role based, or position hierarchy based. The new
Approvals Management Engine (AME) allows users to use the engine to create
hierarchies and branches based on the transaction criteria.
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The AME approvals engine has the capability to use the position hierarchy or a
supervisory role hierarchy, and extends it with branching logic based on business
rules related to each transaction. This allows the flexibility to create complex
approval rules to manage appropriate business transactions and spend control.

Both supervisory and positional hierarchies use approval groups and account
groupings for each transaction and are configured as shown in the following
screenshot.

An approval group has a combination of a document total and relevant accounts that
form the approval limit/level. This group is assigned to a job/position depending
on the type of approval hierarchy you choose to use. A job/position is assigned to an
employee tying all the pieces together with the user.

IIE = CHEI

Operating Wnat |Vision Operations
Narme |Manager W Enabled

Descriplion [Manager approves up 1o 25,000 | ]

Agpproval Rules
Amaunt Lirnit
Object Typa Low Valua High Value 11
I Cracurment Tatal Inciuda bed 993,093 999.00 =
Account Range | Include S0 e 55, 00 00-CO0-CO00-0000-000 |9 2er - S e e
= =

Oparating Unit [Vision Operations
Pasition Organization
Job [MGRSID Manager

Approval Assignments

Effective

Document Type Approval Group Fram To M|
Appeove Blanket Purchase Agred Manager 19-FEB-1995 =
Apprave Blankel Releases tdanagor 19-FEE-1995

Appeove Cordract Puichase OrdelManager 19-FEB-15835

Appdave Inlemal Reguisitions Wlanagar 19-FEB-1995

Approve Planned Purchase Cide Manager 19-FEB-1995

Approve Purchase Requisitions | Manager 19-FEB-1995

Approve Scheduled Releases Manager 19-FEB-1995

Appeng Standard Purchase Ord b anafper 19.FEB-1995
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AME can be configured to build its own hierarchy based on transactions, or use
the hierarchy built in one of the standard options namely, position hierarchy, or
supervisor role hierarchy. Alternatively, AME can be configured to use a hierarchy
for each individual transaction or a co-mingling of existing standard hierarchy and
one built on the fly depending on individual transaction criteria.

An example of the branching rules provided by AME would be that you can build
rules to review the amount of the transaction or the cost centre and branch to require
approval from a specific role or person.

*  Approvals Management Engine (AME) is available to approve
& requisition. The engine currently does not support purchase
s
order approvals.

Workflow notifications

Approvals are triggered based on specific rules using position hierarchy or employee
supervisor hierarchy. As these approvals progress the method to notify the

approver and get approval information back to the requester/ preparer is managed
using workflow notifications. Workflow notifications can be used from within the
application as shown in the following screenshot, or can be configured to use the
e-mail system. These e-mail notifications are used to approve, approve and forward,
forward, or reject the transaction.

The notification screen shows your requisitions that are approved and can also show
other notifications that are sent for approvals.

Requisitions | MNotifications | Approvals
Search
Personalize "Vieves"
Views
Personalize Default Single Column
Personalize Table Lavout: (ViewsTablelavout)
Personalize Table Layout: (TipTablel avout)
@ Indicates requisition with a pending change request.
Personalize "This table displays a listing of ..."
Select requisition: | Copy To Cart | | Cancel Requisition | | Change 3 Previous Next 10 &
Select Requisition Description Total (IJSD)|Creation Date |Status \Order
o} 2,100.0023-Nov-2011 08:36:36
o) 1,107.86 23-Nov-2011 08:34:57
[e] 1,107.86/23-Nov-2011 08:20:41
[®] L 1.00 09-Mov-2011 16:26:18
[0} 1.00 09-Nov-2011 16:22:34
(9] L 10.00|09-Nov-2011 14:55:19 6054
o) 2,217.72/15-5ep-2011 15:35:00
o] 11,078.60 1}5apqﬂ%
(o] 11,078.60 13-Sep-2011 08:25:49 6047
[e] 11,088.60 13-Sep-2011 08:23:19
Copy To Cart | | Cancel Requisition Change < Previous Hext 10 &
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Click on the box on the left-hand side to select a specific transaction and open it to
process the transaction. You have the following choices:

Approve
Reject

Forward
Reassign

Request Information

Workflow is capable of being modified and extended to insert specific business rules
to manage document/ transaction flow for either decisions or notifications. In the
absence of AME you can use the workflow to manage exceptional business cases
and modify the approvals hierarchy.

Workflow and AME are further discussed in a later chapter in this book.

Requisitions

Requisitions are internal requests for products and services to be procured from
an external source. The requisition transaction is also known as a purchase order
request or purchase requisition. A requisition may include an approval process to
adhere to budgets and other financial controls. A requisition is not a contract with
a supplier to deliver goods or services.

There are multiple procurement activities that companies deal with. They are
as follows:

Direct Procurement: Goods and materials mainly for manufacturing activity

Indirect Procurement: Mainly services and consumables — maintenance,
repairs, and so on

Capital Purchases: Consist of machinery, computers that will be eventually
turned into Fixed Assets

These transactions are managed by issuing a purchase requisition followed by a
purchase order, or just a purchase order. Requisitions are converted to purchase
order and the purchase order is the contract with the supplier and gets processed
for receiving and invoicing.
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iProcurement

iProcurement is a web-based product that is relatively easier to use. The transactional
process in iProcurement is quicker and more convenient for the user. The following
screenshot shows the minimum data entry for an iProcurement requisition
transaction. Requisitions can be created in the core application also.

The use of minimalistic entry of data is facilitated by the function of defaults. These
defaults can be configured for a user and/or an item. These defaults ensure the
transaction is complete and accurate accounting is created. The accounting default
for a non-inventory item is managed using expense category accounts. This is
explained in more detail later in this chapter. The default accounts for inventory
items are normally defaulted to the valuation account for the inventory organization
where they are stocked.

ORAC Le‘ iProcurement

M Navigator v B2 Favorites v Shopping Cart Close Window Preferences Help

Shep | Requisitions | Receiving | Contractors
Stores | Shopping Lists | Non-Catalog Request | Contractor Request

Non-Catalog Request
* Indicates required field

ing Cart
Clear All | | Add to Cart | | Add to Favorites | | Your cart is empty.

* Item Type  Goods hilled by quantity - @ Contract Number Q
* Ttem Description [C] New Supplier
Supplier Name Q
Q
= Category Q Site P
> Quantity Contact Name

= Unit of Measure Q
= Unit Price Supplier Ttem

Phone

* Currency  USD -
[TIRFQ Required
[T Megotiated

Clear All Add to Cart Add to Favorites

Shop Requisitions Recehing Contractors Shopping Cart Close Window Preferences Help

The fields displayed in the previous screenshot are the minimum required to be
entered by the user to create a purchase requisition in iProcurement. These values
get migrated to the purchase order upon conversion of a purchase requisition.

Only standard requisitions can be entered in iProcurement.
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Another aspect of the ease of using iProcurement is the capability to use Shopping
Lists, Stores, and Punchouts.

shop | Requisitions | Receiving | Contractors | NN

Stores | Shopping Lists | Non-Catalog Request | Contractor Request
Shopping List: Controlled Items shopping Cart
Select List  Controlled lkems M ﬂ Sort by v Ascending ~ ﬂ Your cart is empty.
Hide Images || Add All Ttems To Cart ‘

Poison Compare Items

Shopping Category Misc Supplier Advantage Corp Mo items selected.
Supplier Site  ADVANTAGE - US Supplier frem
Internal Trem Number f50000 Source Controlled Ttems
Price 10 USD
Quantity 1 Pounds | Add to Cart Add to Favorites
Cleaning Chemicals
Shopping Category Misc Supplier Office Supplies, Inc.
Supplier Site  OFFICESUPPLIES Supplier tem
Internal Ikem Number 51000 Source Controlled Items
Price 10 USD
Quantity 1 Each | Add to Cart Add to Favorites
Inspected Chemicals
Shopping Category Misc Supplier Advantage Corp
Supplier Site  ADVANTAGE - US Supplier Trem
Internal Trem Number f52000 Source Controlled Ttems
Price 20 USD
Quantity 1 Each | Add to Cart Add to Favorites

¢ Shopping Lists: These are requisition templates normally used by buyers
that relate to a specific set of items which are similar. These could contain
supplier information. Personal favorites can be created by a user for an item
that is regularly purchased.

e Stores: These are mainly a collection of items that are categorized to assist
the user in selecting the appropriate set of items. A store is created when
you configure item categories.

e Punchouts: These are similar to stores, but like an external window into your
supplier's portal. The vendor has an agreement with your company to buy
certain items at a pre-negotiated price. One can configure the application
to get a purchase order created automatically as soon as the purchase
requisition is approved. The process of punchout essentially lets you
browse and shop on the vendor's website.

Core requisitions

Another method to create requisitions is within the core application as shown in the
following screenshot:

[110]



Chapter 5

(S} SEE
Operating Unit  “ision Operations
MNumber (14312 Type Purchase Requi Preparer |Stock, Ms. Pat
Description Status |Incomplete Taotal USD 2,200.00
(L]
Lines Source Details Details Currency
MNurn Type ltern Rev  Category Description Uam [ ]
1 Goods 060.36 Test EA 1 =
. 2 Goods 075.00 Test again EA 1
1] 3
Diestination Type  Expense Source  Supplier
Requester |Stock, Ms. Pat Supplier
Organization Vision Cperations Site
Location %1- Mew York City Contact
Subinventory Phaone
Catalog... Distributions

A requisition created using the core functionality provides the functionality enter
more information. The user is required to be conversant of the type of information
required to be entered for each field. Core applications allow creation of Internal
Requisitions. Internal Requisitions are entered to source and supply internal
material requirements.

Expense category accounts

The accounting is defaulted both in the core application and the self-service
application based on the configuration of expense category accounts.

The process for defaulting accounts is simple. As a requestor you must be configured
as an employee in E-Business Suite. A default expense account is assigned to an
employee record in Oracle HR.
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Account defaulting works as follows:

e The account is defaulted for a transaction from the employee record

o The category accounts (only segments configured in the category) override
the default from the employee record

Expense Account Rules Operating Unit  Vision Operations = | Go
Search
Account Rule Value
Segment Name
Go Clear
Create
Account Rule Type Account Rule Value Segment Name Segment Value Update Delete
ITEM CATEGORY 060.36 Account 5340 7 m

Preferences Close Window

The default accounting derived on the purchase requisition can be changed when
entering the requisition.

RFQ and quotations

You can create a Request for Quotation (RFQ) from an existing approved requisition
or directly in the form used to enter RFQs. These can be sent to suppliers who can
send quotations electronically (if configured) for the products/services requested.
Alternatively, quotations can be created manually in the system.

These quotation data sets can be copied to purchase orders to process actual delivery
and fulfillment of products and services as needed.

Purchasing lets you create supplier lists so that you can predefine groups of
suppliers to whom you want to send RFQs. You can establish the approved supplier
lists according to the criteria you define (item, manufacturing category, geographic
location, and so on) and you can combine these supplier lists to produce multiple
copies of your RFQ automatically.

RFQs and quotations are more the norm in manufacturing enterprises where these
are automated using sourcing rules. Sourcing rules allow an enterprise to build rules
based on location, the item, and other related information that will be used when a
material resource plan is run to create requisition transactions to replenish stock.
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= =)
Operating Unit
Mumber Type Created 12-JUL-2011
Ship-To  M1- Seattle hifg Bill To  %1- Mew Vork City Status In Process
Due Date Reply Wia
Description Close Date
[l Gunte Appraval Reguired Buyer Stock, ks, Pat
Cuote Effectivity -
Currency JED [ |
ltems | More
Murn  Type ltern Rev Category Description Lom [ ]
? - Oix
Operating Unit |*ision Operations
Murmber Type RFQ
Supplier Site Contact
Ship-To |M1- Seattle Mfy Bill-To |%1- Mew York City Status |In Process
Description Supplier Guate
Approval Reguired Responge Date 12-JUL-2011
Effectivity - Buyer Stock, Ms. Pat
Currency USD [ 1
[tems | More
MNum  Type Item Rev Category Description UomM [ ]

If quotations require approval, the same hierarchies configured for requisitions and
purchase orders can be used.

Purchase orders

A purchase order (PO) is a commercial document issued by a buyer to a seller
(supplier), indicating types, quantities, and agreed prices for products or services the
supplier will provide to the buyer. Sending a purchase order to a supplier constitutes
a legal offer to buy products or services. Acceptance of a purchase order by a
supplier usually forms a one-off contract between the two.

A buyer or purchasing agent is a person who purchases goods and services for
an enterprise.

A purchase order document allows buyers to communicate their intentions clearly
and explicitly to suppliers. Suppliers are protected in case of a buyer's refusal to pay
for goods or services.
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A purchase order document is the last step of the procurement cycle. The PO is a
contract detailing the deliverables and timeline to a supplier. The purchase order
document is the only transaction that allows receipts (of goods and services) to
be transacted.

Configuring purchasing options
Before you can start using the Purchasing module the following setups or master
data need to be completed:

e Suppliers

¢ Inventory organization

e Jtem (in some cases)

e Purchasing Options

e Receiving Options
Supplier and items related to Oracle Purchasing are covered in this chapter.
Inventory organizations and items have been covered in the previous chapter.
As these screens affect the purchasing and receiving activity in the procurement

functions we will review some of the important features and impacts of the choices
you make.

The Purchasing Options form sets the basis for multiple activities that affect the
creation and capture of data for purchase orders.

Document Control

Full Lat Qu
Recaipt Clata
Cance| Requés
501 Buying Company [demtsie

outpy

Madmum Attachment

Line Type Goods

Rab Corporate -

Match Apprev 3 Way =
Prica Graak T
Price Ty

am Release Amount (USD) 1.00

Quate Warning Debay

Acceptance Required Flag ind
Ruevipl Accnunting

Automatic Offset Mathod 1

= Expanse AP Acarual Account  91-000
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The PO print output can be pdf or text. You can also control the size of attachment
size and the attachment file name. The following options assist with managing
business rules as part of your business process:

e Allow Item Description Update
e Enforce Supplier Hold

e Buyer Name

Document defaults control how requisitions and purchase orders get their default
values. The important ones to note are as follows:

e Line Type for a Purchase Order E-Business Suite provides some defaults,
such as goods, expense, or an additional one that can be defined. The
important thing to note is that you can default some information from the
line type to control how the purchase order is processed. The Goods Line
Type signifies that it is an inventory item as long as you use an Item Number
and not a description on the PO Line.

e AP invoice creation and matching levels can be managed to reflect your
business rules in the transactional flow. A 3-Way match option means that an
AP invoice needs a purchase order, and a Receipt for appropriate matching
and to allow payment. The various options in E-Business Suite are:

Matching Requires

2-Way PO and AP Invoice

3-Way PO, Receipt, and AP Invoice

4-Way PO, Receipt, Inspection Acceptance, and AP Invoice

e These options on a purchase order transaction are set on the line, only for
tracking purposes and onward processing controls. The impact of each of
these options will be discussed and covered in the next chapter.

Receipt accounting options allow the accrual options to be set for inventory and
expense items. Ideally the inventory accruals are online at receipt and the expense
accruals are at period end. This is the default and the way most companies manage the
accruals. This region also allows you to specify the expense accrual account and if you
use multiple balancing segment values in one ledger you can choose to use Automatic
Offsets. Accrual is discussed in more detail towards the end of this chapter.

You also control the numbering for your procurement transactions on this screen.
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Transactions

There are multiple types of purchase order transactions, shown as follows:

Standard Purchase Order (PO)

Blanket Purchase Order/ Agreement (BPA)
Global Blanket Agreements

Contract Purchase Agreement (CPO)
Planned Purchase Order

Blanket Releases

Scheduled Releases

We will cover the Standard Purchase Orders, Blanket Purchase Orders, and Blanket
Purchase Releases in this chapter. The others are related to a manufacturing
environment. Some enterprises may still choose to use Global Blanket Agreements
and this will be briefly covered as an optional type of Blanket Agreement.

A brief description of each type of purchase order is as follows:

Standard Purchase Orders are created for one-time purchases of various
items when you know the details of the goods or services you require,
estimated costs, quantities, delivery schedules, and accounting details.

Blanket Purchase Agreements (BPA) are created when you know the detail,
of the goods or services you plan to buy from a specific supplier over a
period, but you do not yet know the detail of your delivery schedules. You
can use blanket purchase agreements to specify negotiated prices for your
items before actually purchasing them.

Global Blanket Agreements are Blanket Purchase Agreements created

for a single organization or to be shared by different business units of
your organization. These are created when you have negotiated based

on an enterprises' total global purchase volume to enable centralizing the
buying activity across a broad and sometimes diverse set of business units.
Enterprise organizations can then access the agreement to create purchase
orders that leverage pre-negotiated prices and terms.

Blanket Releases can be issued against a blanket purchase agreement to
place the actual order (as long as the release is within the blanket agreement
effectivity dates).

[116]



Chapter 5

e Contract Purchase Agreements are created with your suppliers to agree on
specific terms and conditions without indicating the goods and services
that you will be purchasing. You can later issue Standard Purchase Orders
referencing your contracts.

e Planned Purchase Orders are long-term agreements committing to buy
items or services from a single source. You must specify tentative delivery
schedules and all details for goods or services that you want to buy,
including charge account, quantities, and estimated cost.

e Scheduled Releases can be issued against a Planned Purchase Order to place
the actual orders. You can change the accounting distributions on each
release if they are different from the Planned Purchase Order against which
this scheduled release is being created.

Purchase order transactions need to use a specific approval engine to be completed.
This could be any of the approval methodologies as described earlier in this chapter.
These were supervisory hierarchy, position hierarchy, and also the Oracle Approval
Management Engine.

Purchase order transactions progress through various statuses as they move through
the approval process. The status values you will see as the transaction progresses to
completion (Approved status) are as follows:

e Incomplete

e In Process

e Requires Reapproval
e Approved

Once the PO is approved, it can be transacted further, with corrections or receipts
(of goods/material /services).

If corrections/changes are made a PO revision is maintained within the system,
which can be reviewed to see changes made.

Another method to creating a PO transaction involves AutoCreate, which allows
conversion of approved requisitions to POs. You can convert multiple requisition
lines to a single PO as long as the supplier is the same for all the lines. The system
keeps a link to the requisition and ensures that the requisition is not used to create
another PO.
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However, if you cancel the PO, then the requisition lines can be used to create
another PO.

PO, Rev 0 QRS andard Purchase Order
Supplier Site *
Ship-To Bill-To
Buyer Daowney, Ken Status | Tind|% (W)
Description Document Type
Lines Frice Reference  Reference Documents Ilare Gontract Purchase Agreemert
Planned Purchase Order )
Standard Purchase Order
Num  Type ltem Rev  Category [1]
-
Find Cancel
1 3
ltem
Catalog. .. Currency... Terms Shipments Approve...

Other purchase orders with different types can also be created using this form, by
choosing the appropriate type.

E-Business Suite R12 introduces the Buyers Workbench. This is a consolidated place
where you can see your existing transactions and their status.

LA L & Purchasing

Requisitions | Orders | Agreements | Delverables | fegotiations | Supphers

e Standard Putchase Ordet
requered field

Cance] | Adions  Add Contract Terms = | Go Save Apprrowal Dptons: bt
Header  Lines  Schodules  Dnvtributions

Operoting Unt Vision Dperctions Towl 00w juso .| 9,
Sugpher A " Buyer [Stodk, Ms. Fat 1
Suppler Site Decriien
Suppler Contact
Commumication Method  hone = Confirming Order g =
Terms
Bll-To Location V1~ Hew * Defult Ship-To Location ML~ Seattle Mrg 3,
Fayment Terms 2, Ship Via 3
Pay On Receipt | Mo Froight Terme  Ous -
Adinawle dge By F08 [origin |
Riquinod Acknowlodgrment  fon - Transporiation Arranger  Hane .
Antachments mates:
Add Attachisent... Hote to Supplier
Last Updated Last ,
Wik Tura Maer vt b b o disana Takalun HOTH 10 Heceer
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Receiving
The receiving function allows transactions against the PO. As stated previously a

PO is a contract between the buyer and a supplier to deliver goods/services for
compensation.

The receiving function allows this delivery to be completed, and facilitates the
onward flow of the business process, namely, invoicing and payment.

The receiving function allows you to:

e Use routing controls at the organization, supplier, item, or order level to
enforce material movement through receiving.

e Define receiving tolerances at the organization, supplier, item, and order
level, and order level overriding previous levels.

e Use blind receiving to improve accuracy in the receiving process. With this
option, the quantity due for each shipment does not show and quantity
control tolerances are ignored.

e Use Express Receipt functionality to receive an entire purchase order with
a few keystrokes.

e Use Advance Shipment Notices (ASNs) to enter receipts in the Enter
Receipts window.

e Use the Cascade function to distribute a given quantity of an item from a
single supplier across multiple shipments and distributions. This function
is enabled by a Receiving Options checkbox, Allow Cascade Transactions,
and is available only when you have specified a source and an item in the
Find Expected Receipts window.

e Record receipt of unordered items based on your item, supplier, or
organization defaults. For example, if your organization does not allow
receipt of unordered items, you should not be able to enter a receipt unless
it is matched to a purchase order (shipment).

e If you set the option to Allows Substitute Receipts the system allows the
record receipt of predefined substitute items.

There are defaults that allow for controls and other data elements to ease entry
of transactions.
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Configuring receiving options

Receiving options cover some of the defaults that reflect the transactional controls
for the receiving function. Even though the receiving function is truly an inventory
transaction it is normally performed during the Procurement process flow to receive
material that has been contracted to be delivered via a purchase order.

T Navigator v B2 Favorites v Preferences Help Close Window
Receiving Options Inventory Or Vision Operations Go ‘
= Indicates required field
Cancel Save

Enforce Ship-To  Warning - [¥] Allow Unordered Receipts
[¥] Allow Express Transactions
llow Cascade Transactions
[Tl Allow Blind Receiving
[[validate Serial Numbers on RMA Receipts
Receipt Number Generation ~ Automatic +

ASN Control Action  Warning

= Receipt Days Early 5
* Receipt Days Late

v

Receipt Days Exceed-Action  Warning ~

o

S i )
Over Receipt Tolerance (%) Receipt Number Type  Numeric -

= Next Receipt Number 8469
Validate Lots on RMA Receipts  Restricted -

Over Receipt Action  Warning
RMA Receipt Routing ~ Standard Receipt ~ +
Receipt Routing  Standard Receipt  ~

[#] Allows Substitute Receipts

The decision to configure the following data elements affects how the receiving
function works:

e Receipt deliveries control

e Receipt transactional tolerances

e Receipt numbering

e Controls on RMA receiving
Receipt Routing, (including RMA Receipt Routing) is an important element to handle
how functionality is controlled. The options are as follows:

e Standard Receipt

e Direct Delivery

e Inspection Required
When a receipt is performed the system performs two steps, receipt and delivery
to a location. The two steps are performed together when you receive Expense
Items, that is, items technically not stocked. All inventory items need to have the
two-step process; the Direct Delivery choice assumes receipt for an inventory item
is performed similar to an expense item, but you must specify information related
to the delivery. You can also choose to do the transaction in two steps (Standard

Receipt). The Inspection Required option forces an additional step for quality
control before delivery.
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Some others that control elements are as follows:

e Allow Unordered Receipts
e Allow Express Transactions

e Allow Substitute Receipts

Transactions

Receiving transactions are entered based on a PO, once the PO is approved. There
are delivery dates normally associated with a PO line and these dates can be used
to estimate when the deliveries will be made and also in identifying late receipts.
This helps with the analysis of supplier deliveries and their adherence to the
company policy.

Receiving can be done using multiple methods. iProcurement forms have a way
to enter receipts and these can also be performed using the core application.

The concept of receiving using the web-based method assumes that a minimal
amount of data is entered. To manage this it is required that Receipt Routing is
set to Direct Delivery to allow you to enter Receipts in the web-based form.

Becuiving Wiork. Confirmotions

Select hama

Recalve lisma: Select lisms

Cancal Claar Changes

£ Al | Salaci
Selnct Requisition Descriptian Racsipt Quantity/ Amount Unit Ordered Received Invoiced Supplier Order Type Over Mumdisr | Shipment Number

100 1 0 B chase

TIF Lse the Previousiexd navigation tool to mahe 2

You check the box on the left of the line you want to transact and continue with the
steps to complete it.

Using this form you can receive the goods/services with minimal steps.

In the core application there are options to review receiving transactions that allow
for a way to perform the additional step to deliver and inspect material.
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The following are a couple of profile options that enable and allow for functionality
specifically in iProcurement:

e POR: Support review for Express Receive

e POR: Require Blind Receiving

The standard core receiving form allows similar functions but captures more
information as needed by the business.

From both these screens you can use the following functions to perform additional
transactions:

e Receipt Corrections: Review and correct existing receipt information to
ensure that transactions are recorded accurately.

e Receipt Inspection: Pick an existing receipt that has been received and
perform an inspection transaction. If the item was configured to require
inspection it will be enforced; and if the PO was set to have a match approval
level of 4-Way this is needed to ensure business rules are applied.

¢ Receipt Deliveries: If the system is configured to transact receipts in a
two-step process (Standard Delivery), the initial step would have been to
receive the item. An additional step is required to deliver to a location where
it will be stocked. This delivery is also required if there was an inspection
step performed.

You can also perform Return Material Authorization (RMA) transactions using the
receipts functionality. This would normally happen in the following situations:

e Wrong good/item was delivered
¢ Insufficient quality on inspection

e Some parts in the delivered lot could not be used

When you need to return an item to a supplier the process is to request a Return
Material Authorization (RMA) from the supplier, before you perform the transaction
in the system. This manages a dialogue between you and the supplier to ensure that
the item is replaced with appropriate material.

E-Business Suite provides a functionality to allow the system to automatically

create a Debit Memo, offsetting the invoice for the delivered material. This is only
applicable if an invoice had been created by matching to a PO line. This configuration
is available by supplier and needs to be done as part of the configuration for each
supplier site. This is covered in detail in the next chapter.
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Accruals

Accruals are generated at period end or immediately when the material is received.
Typically, inventory items are accrued when they are received, and this is configured
in the purchasing options. A single account accumulates the accruals. You can choose
a different account for inventory accruals and expense accruals. Expense accruals are
generated at period end if they were received, but not invoices.

Inventory accruals are done at the time of receipt, which means that as you receive
material that is stocked in inventory (identified by the destination type Inventory),
the accounting entry will be made when it is received and delivered.

The destination type is defaulted to inventory if you choose an item that is stockable,
and cannot be changed. If you choose any other line type, modify, or use an item
description, the destination type will default to Expense in most cases.

On the other hand, accrual for expense items is configurable based on the three
receipt accrual methods:
e None, no accrual is performed

e Accrual on receipt, accrual entries occur when the item is received
into inventory

e Period end accrual, at the end of the period an accrual entry is created if
a receipt has been transacted

Accrual transactions are tracked and listed in a report called the uninvoiced
receipts report.

E-Business Suite provides another set of reports to track inventory accruals. These
are as follows:

e AP and PO Accrual Reconciliation Report

e Miscellaneous Accrual Reconciliation Report
For period end accruals, you run a process that creates the events that will direct
accounting entries needed for the period end accruals. The create accounting process

will create the accounting entries and transfer these to GL. The sequence of steps are
as follows:

1. Close AP: If an AP is not closed the next process will not show the
current period you are closing in the LOV. This is a required parameter
for the process.

2. Run the process Receipt Accruals—Period End.
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3. Run Uninvoiced Receipts Report to review accruals:

o

Accrued Receipts parameter set to Y

[e]

Include Online Accruals if set to Y will also include inventory
accruals

4. Run Create Accounting —Receiving (to create and transfer the accounting
entries to GL).

These accruals are created with the intention of being reversed as these are called soft
accruals. They are accrued as liabilities only for reporting purposes. E-Business Suite
will create two journal batches, one for the accrual in the current month and another
for the reversal in the next month. This ensures that the accrual batch is reversed in
the following month.

Accrual write-offs are part of the accrual process and E-Business Suite provides a
transaction to perform write-offs.

Accrual write offs occurs in Cost Management (though the function
%j%‘\ is made available in the Purchasing menu). In R12, the write-off
g function creates accounting entries in GL.

Summary

As part of this chapter, we covered a brief introduction to the procurement products
and walked through the transaction capabilities. We reviewed how to create
requisitions, how to manage approvals for these and other transactions, how to
convert requisitions to purchase orders, and receiving functions.

We covered configuration aspects that relate to transacting purchase orders and
receipts. We also briefly touched on accruals and default accounting for transactions
in procurement.

In the next chapter, we will cover the next step in the Procure to Pay business process
flow and review how to manage expense suppliers, and how to create and manage
invoices, Credit Memos, and Pre-payments. We will also walk through a new
product in R12, Payments, and review how to configure the payment manager

and transacting and managing payments.
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The Payables module is the last in the Procure to Pay process flow. It manages
invoicing (creating the liability) and payment (clearing the liability).

Accounts Payable is a subledger where the system records what it owes its suppliers
(creditors) for goods and services that have been provided. Due to the fact that there
is, in most cases, a lag between the time the goods or services are delivered and the
time the invoice is received, as well as a period before which the payment is made,
this is recorded as a debt (or liability) for the enterprise.

This chapter provides an overview of the following:

Payable specific supplier considerations

Creating non-PO matched invoices

Creating and process expense reports

Creating PO matched invoices

Creating automatic debit memos

Creating payments

Overview of banks and their use in the payment process

Considerations during the close process

Suppliers—Payables specific
We discussed the definition of suppliers in the previous chapter, but there are some
specifics that are related to Payables only.
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In most companies, the purchasing group owns the business process to create
suppliers. However, there are payment terms and other related details that are
managed by the accounting group, mainly the Payables group. If your organization
uses Electronic Funds Transfer (EFT), the treasury group may also get involved

to define banks to enable payments to be transmitted directly to a supplier's bank
account. Banks are also needed to make check payments and other payment methods.

We will review a few of the Payables specific supplier related configurations that
default to transactions to enable accuracy and consistency.

= Quick Update

Update Advanced Nomwork Devices - 104X Quick Update
s Company Profie & d

Ta Detaile
Address Book
Contact

Diectony
Busness

Cazsiicatan

Barking Detals
Sy
= Terms and Control

Re<msing s

= N Dobit Moo Gag|
Faymeni Details a Inwolce Suminiry from IS Inwol
Relstorshn ;s Shig T Locatim Bill To Location  Ship Vi Pay On Alternate Pay Site Level Tramsac L Bumbse]
o Seatlie Mig V1= Newe vork City = UPS -

invaice =
Managemara

x Receipt

The data you see in the previous screenshot is defaulted from a high-level Payables
configuration, but can be changed for a supplier or a supplier site. This previous
screenshot shows an overview of supplier information.

e The Invoice Summary Level is a functionality that allows for automatic
invoicing based on a receiving transaction. If you choose to use this
functionality for a supplier, a process called Pay On Receipt Autolnvoice
creates the invoice based on the receiving transaction.

e The Create Debit Memo from RTS Transaction creates a debit memo to
offset an invoice that has been matched to a receiving transaction, if the
material is returned to the supplier. This happens automatically when you
save the return transaction.

¢ Hold Management allows you to control how the invoice is processed for
payment. A hold will always hold the transaction for payment, but will
account for the transaction (create the liability) unless configured not
to do so.

e Supplier allows you to specify that an address can be used to transact
Purchase Orders only, or Payables only, or both. You also have an option
to specify if this address should be used for RFQs alone.
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The following screenshot is a collection of information that can be used to ensure and
drive your business rules for transaction processing in AP:

Suppliers >
Update Blackwell Industries - 6: Invoice Management

Cancel Save

Invoice Currency - Hold from Payment All Invoices

Invoice Amount Limit Unmatched Invoices
Invoice Match Option  Receipt - Unvalidated Invoices
Invoice Payment Terms
Payment Currency - Pay Group |Standard Supplier Payare &
Payment Priority 99 Always Take Discount
Terms 30 Net (terms date + 30) ~ Exclude Freight From Discount
Terms Date Basis  System - Create Interest Invoice
Pay Date Basis Due -
Supplier Sites
Site Status ~ Active +  Site Name Operating Unit Go
Invoicing Payment Terms Supplier Preferences
Create
Hold from Payment
Operating Invoice Match Invoice All Unmatched Unvalidated Services
Site Name Unit Invoice Amount Limit Invoice Tolerance Option Currency Invoices Invoices Invoices Payment Hold Reason Tolerance
CORPORATE Visien Vision Operations - Tolerance = Receipt ~ usdollar ~ -
Operations
C f. t i

The defaults for payables processing are defined in the payables options and these
will enable quicker data entry and will cascade down to the supplier, supplier site,
and the invoice transaction. These default data elements can be changed.

¢ Financial options default accounting information. Only the liability and
prepayment accounts can be changed for supplier records.
e Payables options default other data elements and control how transactions

are processed. The following is a list of a few:

°  Automatic Offset: If you use multiple balancing segment values
E-Business Suite provides functionality to enable recording the
liability accurately for the appropriate balancing segment.

°  Currency tab: This defines how to process multi-currency transactions.
It also identifies the accounts used for realized gain and loss.

° Invoice processing: It allows a choice of how the GL Date
(Accounting Date) is used on a transaction among other defaults.

° Invoice Approval: Using this with workflow (or AME) is also a choice.

° Expense Reports transaction options; PO matching options for data
transformation.

° Payment related transaction processing options.
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Transactions

Transactions in Payables are managed from multiple sources or types as follows:

e Manual entry for non-PO matched invoices
e Manual entry for PO matched invoices

¢ Credit memos

e Debit memos

e Expense reports (this is a part of the Oracle Projects product and needs a
separate process to be submitted to create AP Invoices)

e Interest invoices

Expense reports are special invoices that manage the payments to employees for
reimbursement of expenses incurred while traveling or other related activities.

This is a functionality that enables employee expense reimbursements and only
employees can use this function. Let us review briefly how to process expense
reports, create invoices for them, and process them through to payments.

The following screenshot shows some important setups that must be completed
to manage the creation of expense reports in Payables:

Accounting Option  Currency  Tax Reporting  Invoice  Approval  Matching  Interest | Expense Repart | Payment 4

Default Template
Apply Advances

v Aytormatically Create Employee as Supplier

Payment Terms
Pay Group
Payment Priarity

Hold Unmatched Expense Repors

A template can be created that has a text item that defaults to accurate accounts for
specific expense types. You can also specify separate Payment Terms and Pay Group
to assist in managing the payment cycle for expense reports.
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The most important one that should be reviewed is Automatically Create Employee
as Supplier. The Payable system can only pay invoices, and invoices need a
supplier as a data element. Expense reports are created by an employee and unless
the employee is created as a supplier in the Payables system an invoice cannot

be created. This option enables the automated creation of the supplier from your
employee record the first time an Expense Report is transformed to an AP invoice.

You can create expense reports from the core application which is available as part
of your E-Business Suite. Internet expenses is an additional product and needs to be
purchased separately.

IExpenses
iExpense has a web interface framework (also called Self Service Applications), to
enter manage, and monitor your expense reports. There are multiple ways you can
enter these transactions. They are as follows:

e Manually

e Import from a spreadsheet template

e Import from a credit card provider
The following screenshot shows the home page for Expenses that have been entered

for the user. As you can see there are pending expenses and one of the expense
reports has been approved and is pending payment:

Eapoiiss

o T ts | Credd Cord T Access Authonrations | Projects and Tasks | Payments Ssarch
Expansos Homs
CrBats FEpeEe Report Rt Sproadehest Bt Spreadehesr
Trath Submitted Cxpense Reports
Report st Report Status Activity Current Original Receipts Emaged Recelpts Report Total
Huimber Report Subwiel Dat = Report Stalis [ Bays ) Approver Statis Status (USD) Pisrjpose Disphcati Withdraw

1696 Hot Required 0.00 abe

Raady for

D' the statis i Puning Tour- Resolibion. you wern: seet & notScation aqisiang the requied ad

Update [xpense Reports

REpoat Total (USD) Purpase uptate Duphcats Dedte

Respart Number

.00
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Entering an expense report in this web interface is relatively easy and a spreadsheet
template can also be used to create and upload your expense report. When using a

spreadsheet you must assign an expense report template before you import it into
the system.

Expeeses
Epesetbons | DxpenseRepots | Credt Card Tusssacions | Aocess Acthoroations | Frojects sad Tacks | Feymerts Sesech
- o
Gensial Infsimation Crpsn Cand Tranasctiony Crpdt Cord Expoaisid Cash 30 Oree Exparitid Redéw
¥ Information
Weas harow O corporate credit card B gaiecied reis CUNTenCy,

Crests Cxpanea Hapart Ganoral infomation
* Trchczben requared i

| Sawa | | Cancel | Siep tof 5 | ezt
Tame Block, Ms, Fat (M}

Furpose
“Depactment fug ] G T

Baimbusdment Qartncy | US0 = U5 dodar -
Exgenze Temglzte Trawel

[Savn | [cancel | suepeofs [megt |

Expensies
EEEnSA N | Dxpei Reports | Cons Cond Tradactnd | Aok Muthivizabend | Propet ahd Thik | Foymants Saacch.
o O L > ]
Cameral bfamnulon Creds Cord Trass pitons Caeedt Card Exginans Cash and Other Expeonses Rerdes

Creats Exponun Ropar: Cash snd Oxtas Frpenes

save | [ Cancel | [Back | Stepdof5 [ Negt
- RibCipl Bicid [xpaaiad [000] | Pur Diors Lrpinies [000] - MBoaga Lapersos [0.00]
| Recoipt-Rased Expenses:

#TIP Erfer the mgenses thal you dd rok charge B yoor corporele aredi cand. Enfer ont expentse par bne. Chok Defads i pnber informaton speafic i oa mpense, such B the Dady Fale. ¥ your receipl inchudes more than ene
expenst Trpe, Ok Bemaze.
#TIP Date Example: 23-30-201L.
ool Dxgeerri Uiz | Dupbcate || Remove | | | Show Recelpt Currency |
Eﬁlrlaﬂlzn
i
a

Relnburiabhs Amount (U50) Detals
=
=

H A

When you create an expense transaction using data from a credit card processor you
load the transactions and manage the transactions are created as expense reports.

E-Business Suite provides generic programs that allow you to load data from the
major credit card processors.

There are multiple options for payment as follows:
e Employee pays credit card company

e Company pays credit card company

e A combination of both

Generally an employee creates an expense report for themselves. It is also possible to

configure iExpense to allow another person (an assistant) to create an expense report
on behalf of someone.

iExpense works together with other applications to provide a full array of services
devoted to managing and streamlining all aspects of the expense report process:

e Oracle Payables

e Oracle Projects

[130]



Chapter 6

e Oracle Grants Accounting
e Oracle Approvals Management

e Oracle Application Framework

iExpense does not support Multi-Organization Access Control;
s it is associated with only one operating unit at a time.

Approvals

iExpenses can work with standard workflow to manage approvals. This is a

single path for approval and is managed with a hierarchy that is built based on a
combination of the cost center and the employee. This is defined within Payables. This
type of approval is very basic and allows your manager, or his supervisor, to approve
your expense report based on the authority they have assigned in the system.

iExpenses also works together with Oracle Approvals Management (AME) and
Oracle Workflow to route expense approvals and notifications to cost center owners,
cost center business managers, project managers, or award managers. Approval
notifications provide managers with all the information needed to make informed
decisions, including the reimbursable amount displayed in the approver's currency,
and expense lines that were split and charged to their own cost centers.

Invoicing
The first transaction in Payables is an invoice. There are multiple types of invoices

that you can create and have been listed in the section dealing with transactions
earlier in this chapter.

However, the next process allows you to create an expense report as an invoice so
you can pay based on that document. You can pay an invoice as long as the invoice
is validated and is not on hold.

Expense report

An expense report must be created as an invoice to be processed for payment. An
expense report transaction is not an Oracle Account Payable transaction; it is an
Oracle Projects transaction. A process, Expense Report Export, must be submitted
to transform these expense reports as AP invoices. The AP invoice created by this
process is of the type Expense Report. This requires configuration for an employee
to be created as a supplier automatically.
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Automatic debit memo

Another automated method to create an invoice transaction is when you choose

to use the Return to Supplier (RTS) functionality. This function is also called
"Auto-Invoicing". This feature can be configured for a specific supplier/supplier
site. This functionality allows a debit memo to be created when a return to supplier
transaction is processed.

This requires a receipt and an invoice to have been created by matching to the
PO/ Receipt transaction.

The Invoice Number for this transaction is the Receipt Number-OU Number. The
following must be true to create a debit memo in Payables: Flag:

e Create Debit Memo for RTS transactions is checked at Vendor site

e The material is returned to the supplier and not to receiving

e There is already an invoice in AP for the item being returned

e The PO and the original invoice are for the same supplier site

e The supplier site is both a pay and a purchasing site

e The return quantity (debit memo quantity) is not causing the quantity
invoiced to go negative and/or the return quantity is equal to or less
than the quantity invoiced

Setting the Create Debit Memo for RTS transaction flag after the PO has been
created does not affect the PO. Only future transactions will be eligible for automatic
Debit Memo on returns. You can however, check the Create Debit Memo checkbox
on the return transaction to manage older transactions.

Pay on Receipt

The Pay on Receipt functionality allows the creation of an invoice based on a receipt
transaction. Once the receipt has been transacted in the system the user should run
a program, Pay on Receipt AutoInvoice, which creates an invoice for the receipt
amount in Payables. This program is run from purchasing.
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This functionality is typically used in conjunction with the auto Debit Memo (RTS)
functionality to manage an easier tracking of the balances with the supplier.

"Pay on Receipt Auto Invoice" does not adjust for corrections. ]

[ This functionality is currently not supported. Several

enhancement requests have been submitted.

Standard invoices

Standard invoices are created manually and also include those that are matched
to purchase order transactions. When matched to a PO, quantity, amount, pricing
details, and accounting will default from the PO line being matched. These details
cannot be changed on the invoice.

Configurations can default the following data elements needed to complete the
invoice processing;:

e Payment Method

e Terms

e PayGroup

Some important data elements that effect processing of an invoice transaction are
as follows:

e Invoice Date: Defaults to the current date and system displays a message if
the current period is not open in AP.

¢ GL Date: This is the date when this transaction will be accounted. This has to
be in an open period. There are multiple options to default this as follows:

o

System Date (current date)
° Invoice Date (the date on the paper invoice from Supplier)
°  Goods Received/Invoice Date(Goods Received date is not Mandatory)

°  Goods Received/System Date (Goods Received date is not Mandatory)
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e Payment Method, Terms, and Paygroup enable payment processing and can
be used to manage the criteria for selecting invoices for payment.

Batch Actual Tatal
@ Standard
Operating Unit | Type Trading Partner Supplier Num | Supplier Site| Invoice Date| Invoice Num | Imvoice Curr || Invoice Amount || Tax Amount| Description
. Wision Operation (2 zliy  Advanced Network [1013 SANTA CLAI10-JUL-2003 |[ERS-5342-26E |USD 1,500.00 Receipt Invoice =
Wision Operation |Standard | Advanced MNetwork 1013 SANTA CLAI10-JUL-2003 |ERS-5341-26E |USD 1,300.00 Receipt Invoice
Wision Operation |Standard | Advanced MNetwork 1013 SANTA CLAI10-JUL-2003 |ERS-5340-26E |USD 1,700.00 Receipt Invoice
Wision Operation |Standard | Advanced MNetwork 1013 SANTA CLAI10-JUL-2003 |ERS-5339-26E |USD 5 A75.00 Receipt Invoice
4 »
1 General 2 Lines 3 Holds 4 Yiew Payments 4 Scheduled Payments B View Prepaymeant Applications
Total
=+ RRJ Folder Gross 1.,400.00 Retained et 1,500.00
Num| Type Amount Distribution Account Description Distribution Set Product Type || Ship to Tax Classification Code
1 ltem 1,500.00 | 01-000-2220-0000-000  |Wideo Card =]
1] 3
Discard Line Distributinns
Actions... 1 Calculate Tax Tax Details J Corrections J Quick hatch hatch I All Distributions )

If you are using a 2-Way match process and intend to match to a purchase order,
you would enter the purchase order number in the field and click Match to find the
purchase order line to match. This will pull the information from the purchase order,
namely Charge Account, Quantity, Amount, Pricing, and so on, to the invoice.

Credit Memo transactions are the same as Debit Memo, except that these are actual
credits with your vendor.

To reverse a purchase order matched invoice line/ distribution you will need to use
the Discard Line button to ensure that the purchase order line is opened back up to
match again.

You can match to a purchase order line within any purchase order. If the PO is
closed, Payables places the invoice on Hold. The allocation functionality in Payables
allows you to record charges appropriately; tax, freight, and miscellaneous charges
to each line on the Distribution (or Invoice) so that these charges may be equally
distributed to each line having the item cost. This is very important in a situation
where you are using Periodic Costing options in a manufacturing environment. It
also helps if you want to allocate your other charges to multiple lines on an invoice.
The allocation button was available in the Distributions window in previous
releases, but is now available in the main Invoice Workbench window.
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Procurement card transactions

Procurement cards are credit cards that an organization issues to employees for
official expenses. These transactions are imported from a feed that the credit card
issuer/provides to the organization. E-Business Suite provides generic programs
to manage this import from major credit card processing companies.

Once imported these transactions are staged for employee verification and
manager approval. These approved expense report transactions are created as
Payables Invoices.

The following are the steps for this functionality:

e Configure Credit Card Program: Associate a credit card issued to
an employee and provide any limits that you would want to place
on transactions.

e Import Procurement Card Transactions.

e Use the iExpenses login responsibility to perform the validation.
Review these transactions in the Credit Card Transactions tab. Once
the employee verification is completed the transaction is routed to the
manager for approval.

e Manager approval is required if authorization limits and approvals
are configured.

e Review and adjust accounting distributions created based on rules in the
system configuration.

e Create payable invoices.

Hold management

Hold management is an important aspect of controls built into the system when
transacting PO matched invoices. There are a variety of holds and they can be
segregated into two groups as follows:

e Holds that allow accounting

¢ Holds that do not allow accounting

[ All holds restrict payment of the invoice. ]
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System holds are placed by E-Business Suite and cannot be released by the user. You
must rectify the error situation and the holds will be automatically released. Holds
are placed and released when the "Invoice Validation" program is submitted. Every
invoice transaction must be validated before you can process them for payments.
Invoice Validation in addition to managing holds also checks for inaccurate and
inconsistent data in the invoice and validates accounting information. The validation
process also calculates tax and invoice variance.

The following table gives us an overview of how the matching levels work and how
holds manage controls in Payables:

Match What Result

Option

2-Way Ensures that when creating an You can create an Invoice, but if
Invoice that we have a link to a you choose to have only Purchase
Purchase Order Order matched invoices for a specific

Supplier, but a hold will be placed
denying the capability to make a

payment
3-Way Ensures that there is a Purchase You can match to the Purchase Order
Order and a Receipt transaction and the invoice will be recorded, but
that is linked to the Invoice a hold will be placed denying the

capability to make a payment

4-Way Ensures that there is a Purchase You can match to the Purchase Order
Order, a Receipt, and an Inspection  and the invoice will be recorded, but
Acceptance is linked to the Invoice  a hold will be placed denying the
capability to make a payment

Approvals

You can choose to use Payables Invoice Approvals, which works with the Workflow
Notification and the Approvals Management Engine (AME). The AME works with all
E-Business Suite applications and can be configured to manage transaction approvals.

You must do the following to manage approvals for Payables Invoices:
¢ In the Payables Options, in the Invoice tab, enable Use Invoice Approval
Workflow
e If using AME:
1. Create a business rule, for example Invoice Amount > 1000

2. Enter an approval process, for example to require approval from
a group

3. Create the group and assign members to the group
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e  Once these setups are complete:

1. Save the invoice

2. Run Invoice Validation

3. Click on the Actions button on the Invoice form and click
Initiate Approval

The following types of invoices are not sent through the approval process:

e Expense reports

¢ Recurring invoices

If approvals are required no payments can be made to invoices prior to approval.

Payments

E-Business Suite Release 12 introduces Oracle Payments a new product to manage
payments in a more comprehensive manner. Oracle Payments serves as a funds
capture and funds disbursement engine for E-Business Suite products.

Oracle Payments processes transactions, such as invoice payments from Oracle
Payables, bank account transfers from Oracle Cash Management, and settlements
against credit cards and bank accounts from Oracle Receivables. Oracle Payments
provides the infrastructure needed to connect these applications and others with
third-party payment systems and financial institutions.

The funds capture and disbursement capabilities of Oracle Payments centralize the
collections and disbursement recording in the system.

The user interface is completely new. However, the processing steps have
not changed from the previous versions, but the way you perform them has
changed dramatically.

The funds capture mechanism is where you have agreements with your Third
Parties, customers who will transact direct transfers of funds to Oracle Payments,
and these will be recorded according to specified rules. These transactions include
the following;:

e Bank Account Transfers (EFT)

e Credit Card Payments

e Bills Receivable Remittances
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The legacy process of depositing cash in your lockbox and being sent a statement
will still remain. This will be transacted as receipts in Accounts Receivables.

Funds Capture functionality within Oracle Payments integrates with various
Oracle products. A few are listed as follows:

e Oracle Collections

e Oracle iReceivables

e Oracle iStore

e Oracle Order Capture

e Oracle Order Management

e Oracle Service

e Oracle Service Contracts

e Oracle Receivables

Configuration

The configurations for banks and bank accounts have been moved to Cash
Management as a central location. Access can be granted to continue performing this
task in Payables if needed. We will cover this in the chapter that will deal with Cash
Management.

Oracle Payments elevates the bank accounts to a level above the operating unit to the
legal entity.

The configuration for all payment related tasks, other than the bank and bank
account information is done in the Oracle Payments Setup page. This page contains
multiple options to secure and manage validations for payment formats and
disbursement methods.
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Oracle Payments Setup
Expand All | Collapse All
o5
Focus Task Name Description Status Go To Task
= Payments Setup
4 (3 Shared Setup
System Security Options Set security options for encryption, masking, and credit card control. v i
Validations View validations that can be assigned to formats or disbursement payment methods. B
Eics = Formats
XML Publisher Format Templates Create and register format templates needed for your payment processing. B
Formats Define formats, link them to your XML Publisher Templates, and assign validations. v 3
& [# Payment Systems
Eic (= Funds Disbursement Setup
4 [= Payment Methods
Payment Methods Define payment methods, rules for their use on documents ta be paid, and validations for documents. v B
Payment Method Defaulting Rules |Create and maintain rules for how your payment methods should default on documents to be paid. v [}
4 [# codes
Payment Process Profiles Create profiles for payment processing. The profiles contain all the rules about how payments are created and disbursed. v i3
Disbursement System Options Review and set system options used in the disbursement process. s B

The previous screenshot shows the Payments Setup page. This page allows for:

¢ Managing XML format templates used to generate check formats/layouts

e Configuring payment transmission configuration

¢ Managing interaction with external institutions enabling you to manage your
payments electronically

¢ Funds disbursement to manage payment formats

e Creating defaulting rules to enable transactional defaulting

e Bank instruction and disbursement codes to manage electronic payment
transmission and validation

Payment Process Profiles

E-Business introduced Payment Process Profiles in Release 12 to enable and manage
linking a bank and its payment document to a payment process. There are multiple
steps that manage payments in R12, and it brings together all the options in a
configurable manner.

The Payment Process Profile allows to specify selection of documents payable
(Invoices), payments, and payment instructions by Oracle Payments. Payment
process profiles also include several types of formatting information for payment
instructions and transmissions, including electronic transmission of information to
financial institutions.
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The selection of valid payment process profiles is determined by the payment
process profile's usage rules, which are created in Oracle Payments setup. Payment

process profiles allow the use of the following criteria:

e Usage rules based on:

o

Payment method

o

Payment currency
°  Operating unit (first party organization)
e Grouping rules.
e Sorting criteria for the payment documents.
e Limits for the batch.
e Formats for:

°  Checks

° DPositive pay file
Remittance file

Payment Registers

e Transmission information for the output.

Oracle Payments Setup > Payment Process Profiles >
Update Payment Process Profile: CHECK-VIS PPP

* Indicates required field
Code CHECK-VIS PPP Processing Type  Printed -
* Name  CHECK-VIS FFP

Default Payment Document
Description  cHECK-VIS PRP

PaymentFile @ Send to Printer
Send to File

End Date Default Printer

Usage rulles determine when payment process profiles can be assigned for use on documents

Payment Methods Currencies

Vales @ 4l vales @ 4l
Specify Specify
First Party Organizations
Values @ all
Specify

Disallow Save/Re-Print
Status  Active v Automatically Print after Formatting

Usage Rules | Payment System | Payment Creation | Payment Instruction Creation || Payment Instruction Format || Reporting | Additional Information

Q

Cancel | [ Apply

e Specifying a default payment document links this process profile to a bank
account that uses the payment document. Leaving this field blank will allow

use of this profile with any bank account.

Payment Process Profiles in conjunction with a template can link the selection
criteria, grouping methods, and reporting documents to an internal bank account

and payment document.
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Payment transactions

Once the banks have been configured, you can start your payment processing.
Payment processing has been completely redesigned and has a new look and feel.
The following screenshot shows the new Payments Manager/ Workbench:

ORACLE' Payables

i Navigaorv B¢ Close Window Preferences

Home | Templates | Payment Process Requests | Payment Instructions | Payments

Search Payments Dashboard
S I Completed [ Program Errors
Template - Today's Payment Process Requests [ User Terminated [ Need Action
Need Action Program Errors ing User Termil Ce Total [ processing
L eo = . 2 2 = = Today's P P
[ Refresh Status oday's Payment Process
Shortcuts Requests
*  Submit Cash Requirements
Report
« Create Template

Schedule Pavment Process

Request

# Submit Single Payment Process

Reguest

Creste Printed Payment

Instructions

Create Electronic Payment

Instructions

Revievs Completed Payments

« Stop or Void Payments
Concurrent Requests

« Submit s Request

+ Monitor Requests

.

.

.

.

This page is the launch page for the Payments Manager, as it is now called. The start
page allows you to review past payment requests and disbursements. It also allows
you to submit new single payments or a batch for payment. The links on the left
allow multiple tasks related to payments:

e Create a template

e Submit a cash requirement report

e Submit and schedule a payment process

e Create a printed payment instruction (can be used to reprint checks)

e Create an electronic payment instruction (can be used to transmit electronic
payment information to the bank)

e Review completed payments
e Stop or void payments
e Monitor and submit generic requests
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Payment batches

When payment batches are submitted to process multiple payment documents, the

launch page shows the progress and status for each batch. The status for each batch
is the same as in pre-R12 versions, but the steps to follow through are different. The
following screenshot is the dashboard where you have a count of 3 that is under the
column titled Need Action and when you click the number, you see those that need
action displayed.

Home [ Templates | Payment process Requests | payent instructions [ payncnts [

Search Payments Dashboard
B Completed [ Frogram Erars

Template b Today's Payment Process Requests [ tieed Adtion WUser Terminated
leed Action Program Errors Processing User Terminated Completed Total [ processing

- = 60
E "
Refresh Status | Today's Payment Process
Shortcuts = Requests
« Submit Cash Requirsments

Report
« Create Template
« Schedule Payment Process

¢ Submit Single Payment Process

Data

wiews Completad Payments
= Stop or Vold Payments
Concurrent Requests

Payment Process Requests
Search
Hote that the search is case insensitive Advanced Search
Payment Process Request q Status Jq

Payment Date Crezted Date

Submit Single Request | Schedule Repeating Request |

Selated Rejacted
Scheduled Scheduled Payments

Detalls Payment Process Request Created Date Payment Date Payments Payments Recorded Payment Process Request Status Start Action Terminate

 Show H 01 04-Jan-2012 04-Jan-2012 3 Partial Formatting _'_1
28-Jan2012 28-Jan-2012 1 ] Formatting ;_|
01-Feb-2012 01-Feb-2012 2] lio Infarmation Required - Pending Actian B B
28-Jan-2012 28-Jan2012 51 lio Information Required - Pending Acton a2 &

.Relra;h Status

The payment instruction can be best explained as a batch or single payment. The

last tab, Payments, lists the actual payment documents, that is the checks that have
been generated. You can initiate stop payments and void payments for each payment
from this tab.

Templates allow you to default multiple criteria that help you select transactions that
are selected for a payment batch.
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The launch page or portal allows you to create a template that you can apply to a
payment process submission. The template allows managing frequently used data
elements that streamline your payment process. You can specify:

e Dates

e Paygroup

e Supplier type or payee name

e Payment method and currency

e Legal entities and operating units

The following screenshot shows a generic template definition form:

Civate Poymant Process Request Template
= clacy cancel | | Apply

plion
Usei  MDZISF
Schadulad Paymant Salaction Criteria  Payment Attributes  Process Automation  Vakdation fallure Results  Additional Information

Payment Carmenchs Operating Urits

Each tab allows specific data elements to be entered to manage the payment process:

e Payment Attributes: Bank account that the payment process uses to generate
the payments for this run

e Process Automation: The interim reports are generated, payments selected
report, payment register

e Validation Failure Results: Helps you manage how processing will proceed
with the payment batch when there is an error

When you submit a payment batch all the template data assignments will default
through if you choose a template. The additional criteria allows to pay a single
invoice batch (if you were using batches when entering invoices).

If you do not use a template there are multiple data elements that have to be entered
to successfully submit a payment batch.
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A template can also be used to create a cash position report. The cash position report
will give you the cash required to be able to pay the payment batch selected by the
template used. All reports that are generated from the Payments module are in a
PDF format by default and you can use BI Publisher (formerly XML Publisher) to
change the formats as needed. The check formats that come as default are also in
XML and can be modified using BI Publisher.

Quick and manual payments

Quick and manual payments can be processed from the Invoices form using the
Actions button. This is the same as it was in prior releases.

You can use the Payments function or use the Invoice Workbench (based on access)
to process these types of payments.

You can also pay multiple invoices for a supplier by selecting all the
% invoices to pay and then choosing to pay in full from the Invoice
Workbench Actions button.

Refunds

In Release 12, you can process refunds that you may receive from your suppliers or
employees in the Payments window. This allows you to close a credit transaction
with a supplier with whom you are no longer conducting business.

A refund closes out an outstanding credit balance, so you are actually making
a negative payment for a credit balance. The credit balance can consist of the
outstanding balance of any combination of the following documents, as long
as the sum is negative and equals the refund amount:

e Invoices

e Debit memos

e Credit memos

¢ Expense report

AP-AR netting

The Oracle AP/ AR Netting is a feature that provides a foundation to create netting
agreements and executes an automated netting process so that customers can reduce
their debt obligations without incurring bank charges by creating unnecessary
payments and receipts.
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Oracle AP/ AR Netting allows you to net your Payables invoice balances against
your Receivables invoice balances for those customers who are also your suppliers.

For example, rather than you and your supplier/customer trading invoices and
payments, AP/ AR netting allows you to pay the net difference between how much
you owe the supplier and how much the supplier owes you.

After establishing a netting agreement with such trading partners, you set up the

agreement and associated rules.

The setup steps are listed as follows:

e Netting Bank Account

e Receivables System Options

e Netting batch approver
e Chargeable Subcontracting
e Netting Agreement

* AP/ AR netting is restricted to the customers and
suppliers of one operating unit. They cannot cross the

operating units.

Create Netting Business Rules

= Indicates required field

* Operating Unit [Vision Operations
* Netting Agreement Name

Trading Partner Reference
Hetting Preferences

* Netting Bank Account

Select Only Past Due Receivables Transactions
= Days Past Due

Netting Order Rule

Netting Balance Rule

Netting Currency Rule

Payables Invoice Types

Yes «

Due Date (Oldest to most recent) ~
Het Always -
Net within each currency -

Allow Early Settlement Discount

Select only Invoices matched to Purchase Orders with Outsourced Assemblies  Disregard -

“Invoice Type Remove
q &
Add Another Row
Receivables Transaction Type
“Transaction Type Transaction Class Remove

Cancel | Step1of3 | Next

E]

* Start Date  01-Aug-

End Date =
Trading Partner Approval Required

[145]



Payables

The netting agreement forms the basis on which transactions in AP and AR are
selected to format a batch. Next identify the parties involved; these must be sites
within the same operating unit.

Canand Back | Step 2 of 3 | Mext

ate V- Ran- 2000

Sehect Supphey
"Priority "Suppler

Supplier Fumber Tax Registration Number e Site Tax Registration Mumber Aemove

Add Another Raw

Soloct CustOmer

"Priority " Customer Customer Numbser Tax Registration Number Location Location Taz Regivtration Number Remowe

Akl Anolver Row

Summary

In this chapter, we reviewed how suppliers are managed in Payables. We also
walked through how transactions are created, how the new payments system is
configured, and how payments are transacted. We also looked at an overview of
AP-AR netting functionality.

In the next chapter, we will review fixed assets. We will discuss Asset Books and Tax
Books. We will review how transactions are performed and how to create assets and
how they are managed with adjustments, retirements, sale, and other transactions
that are processed within the Asset system. We will also briefly cover how to manage
accounting changes for specific transactions.
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An enterprise is created with the objective of managing its resources to obtain the
maximum return on investment. The resources are people, machinery, intellectual
property, buildings, land, and various other items. These items are collectively
called assets.

People as assets are managed by an HR system that tracks their productivity and
costs related to them. The other assets cannot be managed in the same way and
need a different approach to track. This is done in E-Business Suite by fixed assets
(or Oracle Assets).

Assets can be of two types, tangible and intangible.

Tangible assets can be segregated into two major classes, current and fixed. Current
assets comprise the following:

e Cash and cash equivalents

e Short-term investments

e Receivables

e Inventory

e Prepaid expenses

Intangible assets are resources that cannot be physically felt or seen and examples
are as follows:

e Goodwill
e Copyrights
e Trademarks

e Patents
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Tangible assets that are not current assets are called fixed assets and are generally
referred to as PPE (property, plant, and equipment) in many report groupings.

In this chapter, we will give the reader an overview of how an enterprise manages
fixed assets. We will discuss the following;:

e Asset Books types, how many, why

e Construction-in-Process (CIP)

e Transactions

e Depreciation

e Adjustments

e Disposition
Fixed assets are purchased for continued and long-term use in earning profits in a
business. This group includes the following;:

¢ Land and buildings

e Plant and machinery

e Furniture, including fixtures

e Computer hardware and software
As a cost of using a fixed asset, depreciation is charged as an expense. This is done
for all assets excluding Land and Artwork. The cost of usage (depreciation) is

accumulated in another account as a write-down of the value of the asset cost
to a net book value when it is reported.

Configuration

Multiple configuration steps must be completed before you start with configuration
in Oracle Assets. They are as follows:

o Flexfields

e Ledgers

¢ Employees

e Subledger accounting

The following paragraphs show configurations specific to E-Business Suite Assets
that are used to track and manage assets.
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Flexfields

There are three important flexfields that you need to create and configure as part of
your initial setups before you start to use assets in E-Business Suite. These are used
to appropriately manage and track the assets in the system for financial and
non-financial information. They also enable reporting needs, and are as follows:

o Asset key flexfield
e Asset category flexfield

e Location flexfield

Asset key flexfield

The asset key flexfield is a key flexfield and can be defined with a maximum of 10
segments. It is used to capture additional information needed for your business to
enable reporting and other related tracking information. This may be information
that is needed but the standard form does not capture. One of the many uses of the
asset key flexfield is to track an old asset number. This becomes important for asset
records converted from a legacy system into E-Business Suite.

The asset key flexfield is a required step in the configuration so you can define it with
one segment. This ensures the structure is built as a requirement for configuration,
and having this as a non-required field for entry allows you to proceed easily. This
flexfield stores non-financial information for reference.

Category flexfield

The category flexfield is a key flexfield and is designed to have a maximum of seven
segments. It is very important and captures accounting related information, which is
key to the functionality of Oracle Assets. This flexfield is linked to data that identifies
the accounts for cost, depreciation, accumulated depreciation. This also stores
information related to the life of the asset and the depreciation method. All these
details other than the accounts are defaulted on an asset and can be changed. An
asset must be assigned a category to enable accounting and other business rules.

A category is defined as a data element that is used for reporting, especially
accounting reports and for managing accounting entries. The categories in assets
should reflect the major accounts in your section of fixed assets as represented
on your balance sheet.
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Most use two segments, a Major and a Minor Category. The asset category flexfield
has two qualifiers and they identify each category as major or minor.

Based on these assignments the E-Business Suite has functionality built in for these
qualified segments.

Location flexfield

The location flexfield is a key flexfield and is designed to have a maximum of seven
segments. This key flexfield has one qualifier for the state (based on the U.S. based
reporting requirement for state level property tax reporting).

The location flexfield is used for identifying the absolute location of an asset and is
assigned to every asset in the Asset Book.

The following is an example of how the location flexfield can be defined and
used effectively:

e State
e County
o City

e Building/Other

This level of detail enables to managing effective reporting for property tax reporting
in the U.S. In other countries you may need more level of detail.

These flexfields are used by all the Asset Books that you
S define in the system.

System controls

System controls manages the highest level of setup information for the Oracle Assets.

The system controls data set is defined for the whole enterprise. It is not limited by
legal entity, ledger, or operating unit. The fields here identify the structure of the
flexfields and the corporate name for Oracle Assets.

An important date that is configured here is the Earliest Date Placed in Service.
This date identifies the earliest date that can be used to perform any transactions
in Oracle Assets.

Take care when making this decision as this cannot be changed once you have
saved the data.
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Calendars

Fiscal years and calendars are generally intended to be similar to the general ledger
and in most cases they are, but in Oracle Assets you must define them separately.
In most cases, the fiscal years (start and end dates) and the calendar mirror the ones
defined in the general ledger. Since they are defined again in fixed assets, care must
be taken to ensure that they are consistent.

You must have the same period names in Oracle Assets as in
@'@i@@“ Oracle General Ledger. This allows for accurate transaction
’ postings from Oracle Assets to Oracle General Ledger.

Books

Once you have completed the configuration steps mentioned earlier you can define
what are called Asset Books. There are three types of Asset Books:

e Corporate

e Tax

e DBudget
You can have as many Tax Books as you need, but you have to associate a Tax Book

to a Corporate Book. Assets can belong to any number of Asset Books, but to only
one Corporate Book.

You can have multiple Corporate Books (generally one per primary ledger).

Corporate Books generally transfer accounting entries to GL, whereas Tax Books
typically do not. You can, however, opt to if necessary. In R12 you can associate the
Tax Book with a secondary ledger and transfer accounting entries.
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Asset categories

Before you transact ensure that you have defined the categories and category details.
Category definition (using the category flexfield) enables defaulted asset information
that is assigned to that category. The following is an example of a category defined in

Oracle Assets:

@

Category COMPUTER-PC
Description  Owned Persanal computer
Category Type  Non-Lease
Ouwnership  Dwned -
Property Type PERZONAL
General Ledger Accounts
Book ADB ACE
Asset Cost 01 0001620 2270 000
Asset Clearing 01,000,199 2270.000
Depreciation Expensa  01.000.6210.0000.000
Accumulated Depreciation  071.000 1630 2270.000
Bonus Expense 01.000.6210.0000.000
Bonus Reserve 01,000, 1630 2270.000
Revaluation Ressrve 01,000, 1630.2270.000
Revaluation Amortization 010001655 2270000
CIP Cost 01.000.1693.2270.000
CIP Clearing 01,000 1896 2270.000
Impaimment Expense
Accumulated Impairment
Unplanned Depreciation Expense
Alternate Asset Cost
\White-Off Expanse

Enabled
Capitalize
In Bhysical

Propenty Class 1

(o]

Placed in Service  01-JAN-1850 - [

¥ Depreciate
Mathod [STL
Life Years 3
Months 0

Bonus Rule

Default Subcomponent Life
Rule
Minimum Years
Maonths

Use Depreciation Limit

ITC Eligible Use ITC Ceilings

Group Asset Options
Recognize Gain Loss

Terminal Gain Lass
Tracking Options
Tracking Method

Prorate Convention | HALF-VEAR
Retirement Convention |HALF-YEAR
Default Salvage Value %

Ceiling
Price Index

Straight Line for Retirement
- Method
Life Years
Manths

Capital Gain Threshold
Years |1
Months 01

Mass Propetty Eligible Group Asset

~| [JRecapture Excess Reserve
~| TLimit Net Proceeds to Cost

- Allacate to Fully Retired and Resewed Assets

Distribute Excess Reduce Excess

Once the asset category and the location flexfield have been configured you are ready

to enter and create assets.

Flexfields allow you to create dynamic combinations, but in this case - for both the
asset category and location flexfield it is recommended that these are not created
dynamically. This will ensure that the combinations are the ones that make sense.

The following are the steps to ensure that appropriate data is captured:

e Create values for each segment

e Create the valid combinations for each flexfield structure (Category and

Location)

e Use these in transactions as appropriate

This is important because these flexfields are used to create accounting (Asset
Category flexfield) and property tax reporting (Location flexfield).
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Transactions

Transactions in assets are frequently interfaced from the Payables product as a part
of the invoicing activity. There are very few cases where an enterprise decides to
enter the asset transaction manually in Oracle Assets. However, you can enter assets
manually if required in Oracle Assets.

Oracle Assets interfaces data from Payables if the following criteria are met:
e The charge account on the payables distribution lines is an asset or CIP

clearing account.

e The Track as Asset flag is checked. (This is automatically checked if the
charge account is an asset or CIP clearing account.)

e The distribution line is transferred to GL.

e The asset account is defined as a clearing account (or CIP Clearing Account)
in an Asset category.

e The GL Date on the distribution line is on or before the GL date you specify
in the Mass Additions Create program.

e If the Payables configuration is linked to the same ledger as the Asset Book.

If all these conditions are true, Mass Additions Create transfers details from Payables
to Assets.

Another way to create assets is using ADI, from an external source. This method is
normally used for conversion of asset data from a legacy system into E-Business Suite.

Mass additions

Records are created in the mass additions table (using the Mass Additions Create
program) as part of your periodic processes or during your period-end processing.

Once these interfaced records have been populated as Asset data, certain data
elements are required to create an asset.

The process to add these additional data elements is termed as Mass Additions
Prepare. The additional data provided are as follows:

e Asset category (if not provided on the Requisition, the PO, or an AP Invoice)
o Asset key flexfield information, if required

e Assigment information

°  Location

o

Employee assignment (not required)
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e Few other details as needed

° Tag number
°  Serial number
°  Manufacturer

Once the required information is populated as part of the preparing mass additions
process the asset can be created.

= _loix
Book [OFS CORP CQueue |ON HOLD
Transaction Type Transaction Date
Invoice Mumber |[ERS-8443-161963 Line Mumber |1 [l 1
Category COMPUTER-PC Group Asset
Employee Marne Ermployee Number
Expense Account Location
Date in Service 30-APR-2005 v Depreciate Cost |3,200.00
Saurce Asgset Details | Depreciation
Asset Mumber Description |Toshiba Laptop
Tag Number Asset Key
Serial Murnber Lnits |1
Asset Type | Capitalized = Parent Asset
Manufacturer todel Nurmber
Lease Mumber Warranty Mumber
Lessar In Use ¥ In Physical Inventary
Proparty Type Personal Qwenership | Dwned =
Property Clags 1245 Bought =
Aszsignments... Cancel

Merge

When multiple lines are transferred from an invoice to the mass additions tables, you
might like to create a single asset with the related components. These lines could be

a line for the item, tax, freight, or line for computer monitor, keyboard, mouse, CPU.
This can be accomplished by merging the relevant lines to create a single asset.

On the Prepare Mass Additions form, click the Merge button, and all the lines for
that specific Invoice Number are displayed to merge. You can add other lines as
needed from the existing lines that are not processed.
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Split

Transaction lines that have been processed from a Requisition or a Purchase Order
can have quantities on each line. In such cases, a function in Mass Additions Prepare
allows you to split the lines so that each quantity of the item can be created as a
single asset. Once you use the Split option the number of lines created will be equal
to the quantity on the line being split, and the invoice amount will be evenly split
amongst these lines.

These lines can now be created as individual assets.

[O] SCIF
Invaice Mumber Distribution Line Inwaice Line Cueus Description
. ERE-5449-161963 1 2 oM HOLD Toshiba Laptop =
ER5-8434-158170 1 1 oM HOLD Company Car

1| r

Split Add to Asset. Merge...

When you split a source line they can only be merged back together (Unsplit).

You cannot merge split mass addition lines. You can,
% however, post one of the lines to create a new asset, and
i~ then add the second mass addition line to the existing
asset as a Cost Adjustment.

Adding to an asset

You can add a mass addition line to an existing asset as a Cost Adjustment. This
could be done to add a split line or to add a component after the original asset was
placed in service.
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You can choose to amortize over the life of the asset or expense the Cost Adjustment
in the current period. If you have already depreciated the asset before the adjustment
is transacted then you have to make a choice, or else all adjustments

are considered before the depreciation calculation was made.

Let's better understand the difference between the following two options:

¢ Expensing the adjustment results in a one-time adjusting journal entry

e Amortized adjustments, spreads the adjustment amount over the remaining
life of the asset

You can set up your amortized adjustments to have a

retroactive start date by changing the default amortization
"~ startdate.

Future dated transactions

You can add an asset with a future date placed in service using the Prepare Mass
Additions Workbench. This transaction can only be entered in your corporate
depreciation book. You cannot enter future assets directly into Tax Books or
budget books. Once a future asset becomes effective in the Corporate Book in

the designated accounting period, you can use Mass Copy to copy the asset into
associated Tax Books.

Mass Additions Create program in Oracle Payables forces the date placed in service
to be in the current open period, even if the general ledger date and invoice date

are in the future. To use Oracle Assets to process future invoice additions, you must
set the FA: Default DPIS to Invoice Date profile option to Yes. This allows you to
default the date placed in service to the Invoice Date.

Oracle Assets defaults depreciation parameters when you enter the addition
transaction via the Prepare Mass Additions window. Future dated asset transactions
have default information based on the assignments at the time the transaction

was created.

Post Mass Additions

Once you have completed the previous preparatory work you can run Post Mass
Additions to create assets.
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The available statuses for Mass Addition transactions are as follows:

NEW: When a transaction is transferred from payables or loaded using
Web ADL

ON-HOLD: Changes to this whenever you open the transaction line and
save the transaction.

POST: You must manually change the queue to POST either on the Mass
Additions Prepare form or can set it to POST when loading assets using
Web ADL

COST ADJUSTMENT: This status is set when you are making an
adjustment to an existing asset. When you make the link to an existing asset
and set the queue to POST the system changes it to COST ADJUSTMENT.
This status enables the accurate tracking of the type of transaction on

an asset.

DELETE: You can set this to any queue name if you want to delete a
transaction from the mass additions table. You must run a process to
physically delete the records from the database.

This process to be submitted successfully requires at the very least one transaction to
have queue name set to POST or COST ADJUSTMENT.

These following statuses are set by the system and cannot be entered manually:

DELETED

POSTED

FUTURE ADD
FUTURE ADJUST
FUTURE CAPITALIZE

Manual entry

You can also enter manual assets in the system if you do not use Oracle Payables as
your integrated system to generate asset transactions.

The manual entry requires you to enter all the asset information and has two options:

Quick additions
Additions
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Quick entry is an easy way of adding assets to an existing Asset Book, if you do not
use Payables or Web ADI to interface transactions into the mass additions tables. The
following screenshot shows the quick entry screen:

(o] =
Asszet Mumber Description | Testing
Tag Mumber Category COMPUTER-PC Il
Serial Mumber Asset Key
Asset Type | Capitalized - Units |1
Supplier Mame Supplier Nurmber
Invoice Mumber PO Murmber
Book
Book (OPS CORP Cost 1,000.00
Group Asszet Date in Serice |10-AUG2011
Method | STL ¥ Depreciate
Life Years |3 Prorate Corwention  MID-MONTH
Months |0 Prorate Date  01-AUG-2011
Assignment
Employee
l 1Units Mame MNumber  Expense Account Location =

When you are using the Quick Entry form you are unable to add source line
information such as multiple invoice lines that make up the cost of this asset.
However, you can add Cost Adjustments to an existing asset using from payables
and the source details will be stored for reference.

You can use the Additions form which gives the capability of capturing additional
data to reflect your asset accurately. Use the Additions form if you are converting
assets from an existing system and have other information to add such as the
following;:

e Source line information

e YTD depreciation

e Accumulated depreciation

You can use Web ADI to add asset information in the process of converting from a
legacy system to Oracle Assets.
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Short tax years

When assets are acquired as a result of a merger, the first year during which the
assets are acquired are typically depreciated during a shorter than normal tax year.
It is essential that the acquiring company is able to depreciate the acquired assets
correctly during the short tax year.

When you add short tax year assets, you must use either the detail additions or the
mass additions process. You cannot use the quick additions process to add short tax
year assets. You can define custom depreciation formulas to help you depreciate the
newly acquired assets properly in a short tax year.

The following tasks walk you through how to enter and identify a short tax year for
an asset. Follow these steps to add an asset using the detail additions process:

e While in the Books window, check the Short Fiscal Year checkbox to indicate
the current year is a short tax year.

e Enter the conversion date. This is the date the short tax year asset begins
depreciating in the acquiring company.

e Enter the original depreciation start date of the acquired assets. This is the
date when the assets began depreciating in the acquired company.

e Continue adding the asset.

Transferring assets

Assets can be transferred based on changes in the assignment screen. The assignment
screen captures and stores information related to the following:

e Change in units

e Employee assignment

e Expense (depreciation) account

e Location

A transfer will be recorded and historical tracking information will be maintained
for reporting.

Construction-in-Process (CIP)

CIP assets are created in a similar manner as standard Capitalized assets, and they
are adjusted over time with Cost Adjustments to build the actual cost until the asset
is capitalized.
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Asset numbers are assigned to the CIP asset and do not change when you capitalize
the asset.

Standard procedures for cost adjustments (cost additions) to a CIP asset are done
through either an interface from payables or a load using Web ADL

CIP assets have the same category and other associated details that default from an
asset category. The only difference is that no depreciation is calculated until they
are capitalized. The Date Placed in Service (DPIS) is assumed to be the date when
the CIP asset is capitalized. This can be changed when you capitalize the asset and
ideally before the first depreciation run for that asset.

Asset impairments

Capital assets may incur unexpected or sudden declines in value. When the
recoverable cost of an asset is less than its carrying cost, the amount by which
the carrying amount of the asset exceeds its recoverable cost is treated as an
impairment loss.

To use the impairment functionality you must ensure that Cash Generating Units are
set up and the categories have impairment accounts.

After these steps are completed, use the following business process to enter
impairment information:

e Assigning Cash Generating Units to assets can be done at the time when
impairment is entered

¢ Entering or uploading asset impairments using Web ADI and updating asset
impairments as needed

e Reviewing asset impairment reports
e Posting asset impairments

e Viewing asset impairments

¢ Rolling back asset impairments

¢ Deleting asset impairments
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Asset impairments are transacted in the Asset Workbench as shown in the following

screenshot:
B I
Agset Mumber 132917 Reference Number
Book |OPS CORP Comments [l |1l
Financial Information
Current Cost 1,000.00 YTD Depreciation 0.00
Original Cost 1,000.00 Accumulated Depreciation 0.00
Salvage Value Type | Amount = Salvage Yalue Percent k]
Salvage Value 000 Revaluation Ceiling
Recoverable Cost 1,000.00 Revaluation Resere 0.00
Met Book “alue 1,000.00
Depreciation Group Asset Short Fiscal Year Impairment
Accumulated Impairment 0.00
Y¥TD Impairment 0.00
Cash Generating Unit
Unplanned Depreciation Cancel

Retirements

Oracle Assets allows you to manage both full and partial retirements of assets. If any
asset in the system has multiple units you can retire specific units and the system
calculates the appropriate amount to retire.

crosses fiscal years.

You cannot enter a previously dated retirement transaction that

& You cannot retire assets by units in your Tax Books; you can only
— perform partial and full cost retirements in a Tax Book.

You can only perform full retirements on CIP assets; you cannot retire
them by units, or retire them partially by cost.
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Mass transactions

Oracle Assets recognizes that there are multiple focus shifts in enterprises that result
in changes to accounting representations. To allow for this kind of situations and
change in business rules Oracle Assets has a functionality to make changes to a
collection of transactions. This functionality is called Mass transactions.

Mass transactions for the following tasks are available:

e Transfers

e Changes

e Revaluations

e Retirements

e Reclassifications

You can only perform mass changes in a book if the configuration for that book
allows mass changes.

Other transactions

Physical inventory functionality in Oracle Assets allows you to manage and ensure
that the count of assets on your books is physically present in the enterprise.

This functionality requires:

¢ A unique identifier, which can be either the asset number, tag number, or
serial number

e The location

e The number of units

You can enter physical inventory data into the system manually or use Web ADI to
load this data for comparison.

You can also perform the following processes in Oracle Assets:

e Manage maintenance schedules for your large long-term assets
e Store and manage Insurance details
There is no functionality to perform additional tasks based on these maintenance and

insurance details. They can only be used to report from. Functionality exists where
you can update the completion of a maintenance schedule.

You can calculate estimates for insurance premiums, but this for reference
purposes only.
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Tax Books

You can have multiple Tax Books to manage your property tax requirements. You
must have a Corporate Book assigned to each Tax Book. You can have only one
Corporate Book per Tax Book; however, you may have multiple Tax Books.

(O] ol

Book ADE ACE Class Tax -
Description  |AYE DAILY BALAMNCE ACE
Associated Corporate Book  |ADBE CORP [

Calendar Accounting Rules  Matural Accounts Tax Rules
¥ Allow Reserse Adjustments (2 v Allow Cost Ceilings (Z)
¥ Allow Investment Tax Credits ¥ Allow Expense Ceilings

Allow CIP Assets

¥ Allow Mass Copy

¥ Copy Additions Salvage Yalue Do Mot Copy -
v Copy Adjustment
< el M= Last Period
¥ Copy Retirermnents
Copy Amortized Additions and Adjustments as Expensed
Group Rules
Group Asset Additions -
Mernber Azset Assignrments -
Group Change -

Assets are typically transferred from a Corporate Book to a Tax Book using a
standard system process as part of your period end activities. You may choose to
make an initial transfer and continue to update the Tax Book with periodic transfers
on a regular basis.

The data elements that are copied when you use the copy function are as follows:
e Cost and original cost
e Date Placed in Service (DPIS)

e Capacity and unit of measure, for units of production assets

e Salvage value, if you configured to copy salvage value for this book
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The financial information, current cost, original cost, and date placed in service are
shared between these books.

The remaining depreciation information comes from the default category
information for your Tax Book according to the asset category.

Initial Mass Copy does not copy any transactions on CIP
= assets or expensed items.

Use Periodic Mass Copy in each period to keep your Tax Book up-to-date with your
Corporate Book. You must run Periodic Mass Copy sequentially for each month for
the fiscal year.

[ The Tax Books and the Corporate Book can have different ]
= fiscal years.

The Periodic Mass Copy program copies addition, adjustment, retirement, and

reinstatement transactions to your Tax Book from the current period in the

associated Corporate Book. Adjustments are copied only if you choose to do so as

part of your book definition.

In the U.S. according to GAAP rules the following transactions can be managed in
the Tax Books:

e Investment Tax Credits (ITC)

e Adjusted Current Earnings (ACE)

Depreciation

Oracle Assets contains multiple depreciation calculation rules for standard straight
line method depreciation. Other generic depreciation methods used world-wide are
also available and can be used to manage assets out of the box.

You can also define additional rate tables and formulas for specific requirements that
your business might need.

When running depreciation you have an option to close the period for a specific
Asset Book. Once a period is closed for an Asset Book it cannot be re-opened again.
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The rollback feature is built into the system, and is not a separate process. When you
make an adjustment to an asset after calculating depreciation, the system performs a
rollback for that asset. You can then rerun the Depreciation calculation (for that one
asset) and any others you may have added.

You must not have closed the period to be able to perform this adjustment.

You can run depreciation projections that are estimates of the actual depreciation
expense. You can project the depreciation expense for any depreciation book.

You can run depreciation projections only for the current depreciation parameters
set up in your system. If you need to project depreciation for scenarios other than
your current setup, you can run the what-if depreciation using different parameters
provided at runtime.

You can use the what-if depreciation analysis to forecast depreciation for a group of
assets in different scenarios without making changes to your Oracle Assets data.

= =

Book Currency
Start Period Murnber of Periods

Assets to Analyze | Hypothetical Assets

Asset Murmnhber -

Dates in Serice -
Description
Category

Analyze Fully Reserved Assets

Depreciation Scenario

tethod Prorate Convention
Life ¥ears Salvage Value %
fanths Armortize Adjustments
Calculate Extended Depreciation
Bonus Rule
First Period

e )
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Group depreciation

The group depreciation feature enables you to set up logical groupings of assets
based on regulatory requirements and your own business needs. These logical
groupings of assets are referred to as group assets. Group depreciation also
handles complex transactions for group assets and their member assets.

In many countries, local property tax regulations require companies to depreciate
assets in a composite or aggregate form (in a group). The group depreciation
functionality addresses the requirements of depreciating assets in groups.

Depreciation is computed and stored at the group level, and is known as
group depreciation.

Group Depreciation accommodates many of the composite or aggregate depreciation
requirements imposed by the following global regulatory requirements:

e United States Telecomm (FCC) and Utility (FERC) compliance reporting

e United Kingdom Writing Down Allowance (WDA) compliance reporting

e Canada Capital Cost Allowance (CCA) compliance reporting

e Japanese group asset financial and compliance reporting

e Indian group asset management and compliance reporting

You must allow Group assets for your book in the Book
%j%‘\ Controls window before you can create group assets
’ and use the functionality.

There are multiple configuration choices you make when you choose to use Group
assets. They are as follows:

e CIP members and depreciation

e Allow member asset tracking

e Allow inter-company member assignment

Capital budgeting

You can enter budget information manually, or you can maintain your budget
information in another system and upload the information using the budget
interface. You can prepare and analyze your budget information on any feeder
system and then automatically transfer it into Oracle Assets. You can use capital
budgets to project depreciation expenses for your assets.
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Accounting

As in past releases all the transactional steps remain the same, but the accounting
is not created when the depreciation process is run. The accounting is created by

the Create Accounting program and is consistent with all other subledgers in the
E-Business Suite.

The basis for accounting in Oracle Assets is different from other products. The
following table is a high-level overview of how accounting is derived in Assets
for all the events:

Account Source Notes

Depreciation Expense Asset All segments for Chart of
Assignment Accounts are sourced from here

Cost of Removal Clearing, Book Controls ~ Only account segment

Gain & Loss

Deferred Depreciation Book Controls ~ Only account segment

Expense & Reserve

Net Book Value Retired Book Controls ~ Only account segment
Gain & Loss

Proceeds of Sale - Clearing, = Book Controls  Only account segment
Gain & Loss

Revaluation Reserve Retired Book Controls  Only account segment
Gain & Loss

Asset Clearing Category Only account segment
Asset Cost Category Only account segment
Bonus Depreciation Expense Category Only account segment
& Reserve

CIP Clearing & Cost Category Only account segment
Depreciation Reserve Category Only account segment
Revaluation Reserve Category Only account segment
Revaluation Amortization Category Only account segment
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As you can see in the previous table the rules for the sourcing and creating the
account combinations is specific to the type of account. The rules can be listed
as follows:

e The balancing segment is always sourced from the Depreciation Expense
account from the assignment form.

e The values for all other segments other than the Balancing segment and
Account segment are sourced from a default account string that is provided
as part of your Book Controls configuration for each book.

e The logic to build these is part of the SLA, and prior to R12, was in the
workflow process FA: Account Generator. By default in R12 the SLA is
used for account generation unless you set the FA: Use Workflow Account
Generation profile option to Yes.

If you are upgrading from prior releases the upgrade

process sets a profile option to continue using the Workflow
T and does not switch the account generation to SLA.

Summary

In this chapter, we reviewed how to manage assets that are owned by an
organization. We also walked through how to transact, depreciate, and manage
the cost and financial adjustments to these assets.

Accounting is managed using the new subledger accounting module introduced in
R12; however, the changes made to any workflow Account Generator in pre-R12
versions will be used as is in R12 if performing an upgrade. This can later be
transitioned to R12, SLA, for consistency.

The next chapter will cover Cash Management as a corollary to managing the Assets
covered in this chapter.

There are multiple aspects, the major ones being Bank Account Reconciliation
reporting for Cash Position and Forecasting.

Other transactions include managing Transfer of Cash between accounts that can be
managed with a single repository for easier control.
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Cash management is the task of managing the cash flow in the enterprise. This can be
accomplished with the help of an integrated system that tracks all your payables and
outstanding receivables balances, and provides you with a net cash flow. The task of

managing cash can be broken down into the following broad areas:

¢ Managing information of financial institutions that you do business with

e Integrating with external financial institutions to make and receive payments

e Reconciling payments and receipts from within your financial system

e Projecting cash position with a cash flow
There are multiple methods to manage these tasks. These tasks are managed
sometimes with the help of your financial institutions' web presence, but for a large
enterprise the capability to manage should be within its control. This is ideally

provided by a financial system that the enterprise uses to capture, manage, and
track its own financial and operational transactions.

In this chapter, we will review how to perform all the tasks that will help in getting
the enterprise in a position to integrate systems to manage all interactions in a
seamless manner. This will include the following;:

e Configuration for managing banks, bank accounts, and access to
these accounts

¢ Managing the integrated data transfer between the enterprise and the
financial institutions

e Creating templates and reviewing cash flow positions

e Reconciliation for payment transactions
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It is important that the processes of managing banks, bank accounts, and their usage
are managed in a central location. In the current environment with multiple methods
that are electronic, the integration of the systems between your enterprise and the
financial institutions has to be secure and easy to manage.

E-Business Suite provides cash management as an enterprise solution that helps you
effectively manage and control your cash cycle. It also provides comprehensive bank
reconciliation and flexible cash forecasting capabilities.

Bank reconciliation is performed by loading bank statement information from your
bank and reconciling against transactions generated within Oracle Payables. These
are for payment documents — checks, EFTs, and so on, which have been generated
in Oracle Payables.

While you are reconciling payments, you can also create miscellaneous transactions
that relate to charges and interest that are part of your bank statement.

You can also reconcile receipts in an automated fashion if you use the automatic
receipts functionality within E-Business Suite.

Cash forecasting is a planning tool that helps you anticipate the flow of cash in
and out of your business, allowing you to project your cash needs and evaluate
your company's liquidity position.

Using sources from other E-Business Suite applications and from external systems,
you can generate cash forecasts from previously defined cash forecast templates.
Integration with E-Business Suite and other external applications provides you
with an enterprise-wide cash information and management solution.

Configuration

There is very minimal configuration in this product. But the most important aspect
that is now part of Cash Management in R12 is the maintenance of banks and bank
accounts. This also includes creating the payment documents that will be used

to make payments to suppliers and other related configuration that will drive
accounting to the appropriate ledgers.

You now define banks, bank branches, and bank accounts in Oracle Cash Management.

Bank setup

Bank setups are now part of Cash Management and must be managed with the new
User Management (UMX) functionality for access to bank accounts for transactions
and maintenance of the banking information.
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Before you begin defining any bank accounts (or for that matter banks and bank
branches), it is important that you understand how the bank account access for
maintenance is granted to legal entities.

Bank accounts are owned by Cash Management and are assigned to a legal entity,
with access to transact in an operating unit (Oracle Payables or Oracle Receivables).

To grant this access you must use the User Management responsibility, and grant
access to legal entities to allow them to manage and transact. These access grants are
made to responsibilities that allow maintenance and transaction access to operating
units within that legal entity.

Bank account details created before access is granted cannot
be used in transactions.

The bank access is granted using the User Management
responsibility under the SYSADMIN user. You must log in as
SYSADMIN to perform and complete this task.

The following screenshot shows the access that can be granted:

e Use
e Maintenance

e Bank Transfers

ORACLE" usermanagement

i npagur e B

User Management
Users | Roles & Robe Inheritance | Role Categoties  Registrotion Frocesses | Security Report

Update Role : CM Superuser . BV

Cance| Security Wizards Save Apphy

Cash Management
03312011

* Catagery Miscellansous -
Role Code FND_RESP|CE| = =wms _CM_SUPERUSER_BV | STANDARD
M Superuser - BV

von [grash Manogement Superuser - BY

Permisions
Croate Grant
Nama Set Object Data Context Type  Access Policy  Last Update Duplicate Update Delete
1 | TANDA ACHI2 flank Account Maintarance  dank Account Maintamancs  Instance 23203 04.18.2011 ’ 17

Bank Account ACcess Bank Accoul Instance 23283 04.18.2011 y 3 B

Bank Account Transfers Bank Account Transfer Instence 23283 04.18.2011 Y y =]

Cancel | | Security Wizards | | Save | | Apply

The note 435654.1 on Metalink gives an excellent step-by-step
L task list regarding appropriate configuration for banks in R12.
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Cash Management integration

Cash Management integrates with primarily Oracle Payables and Oracle
Receivables to help with reconciling payment transactions from payables
and receipts from receivables.

Accounting entries that are related to transactions that are created when Cash
Management clears, reconciles, or reverses transactions is managed by payables
and/or receivables. No accounting entries are generated in Cash Management. All
accounting entries are created within the Oracle Payables or Oracle Receivables
products respectively.

Receivables integration

Oracle Receivables allows creation of automatic receipts that can be cleared using
Cash Management.

The following are the highlights of what you can achieve with Cash Management
integration with receivables:

e Clear and reconcile receipts

e Undo the reconciled status of a reconciled receipt

e Undo the cleared status of a cleared receipt

¢ Navigate to receivables where you can create or reverse receipts

e Create miscellaneous (non-invoiced) transactions, such as interest, debits,
and credits

If you use automatic clearing for receipts in receivables,

receipts are only cleared and are not reconciled against a
s

bank statement.

Payables integration

If you are using payables, and want to reconcile payments you must use Cash
Management, to do the following;:

e C(lear and reconcile payments

e Undo the reconciled status of a reconciled payment

e Undo the cleared status of a cleared payment
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e Record miscellaneous transactions that are on your bank statements such as
bank charges, or bank errors

e If you plan to use Cash Management to record miscellaneous transactions,
you must install and set up receivables, since miscellaneous payments in
Cash Management are actually negative miscellaneous receipts

e Open the Payments window to enter the payables payments

Payroll integration

Integration with Payroll allows you to do the following:

e Reconcile your payroll account with your bank statement

e Undo the reconciled status of a reconciled payroll payment

Treasury integration

Cash Management integrates with Oracle Treasury through the Reconciliation Open
Interface. Using Cash Management, you can do the following:

e Update bank account balances in Oracle Treasury

e Reconcile Treasury settlements against your bank statements

e Undo the reconciled status of a reconciled Treasury settlement

Bank Reconciliation

Bank Reconciliation is the task of matching your payments to a bank statement and
ensuring that the checks you have issued have been cashed. This process is called
Bank Reconciliation in E-Business Suite.

The following are the steps you perform to manage this task:

e Load bank statements
e Run auto-reconciliation process

e Manage and clear other payment transactions that have not been accurately
matched by the automatic reconciliation process

e Run create accounting from payables
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E-Business Suite provides standard templates that can be used to load the data from
a bank statement. Templates are available for the following;:

e BAI2
o SWIFT940
e EDIFACT

Bank transaction codes

If you want to load electronic bank statements or use Cash Management's
Auto-Reconciliation feature, you must define, for each bank account, the transaction
codes that your bank uses to identify different types of transactions on its statements.
You should define a bank transaction code for each code that you expect to receive
from your bank.

Open interface

Oracle Cash Management uses the reconciliation open interface to reconcile

Treasury settlements. Treasury settlements appear as open interface transactions

in Cash Management windows and reports. If you already reconcile open interface
transactions from your proprietary applications, you can use the Reconciliation Open
Interface to reconcile Treasury settlements as well as the external transactions.

Cash forecasting

Cash forecasting is a tool that integrates within the E-Business Suite and with
external data sources to allow an enterprise to manage cash flow into the business
based on configured templates. These templates are configurable and you can choose
the products/applications you want to integrate selectively.

A template contains cash forecast specifications, and the number and type of

rows and columns to create custom forecast templates. Templates determine the
presentation of sources (rows) and forecast periods (columns) for your cash forecasts.
An important aspect is the forecast period types, either GL periods or days.

The source information from the following shows the inflow of cash:

e Receivables customer invoices (based on due date)

e Receivable customer receipts, historical and uncleared - unapplied
on account

e Uninvoiced sales orders

e Opportunities that have not been converted to orders
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e GL revenue budgets

e Treasury

e External sources

e User-defined inflow

The source information from the following show the outflow of cash:

e Payables invoices

e Payables payments - historical and future payments

e Expense reports

e Payroll expenses (historical)

e Purchase orders - not invoiced

e Requisitions

e GL expense budgets

e GL encumbrances

e Treasury

L External sources

¢ User-defined outflow

Oracle Projects also integrates with Cash Management enabling you to build a

template to impact cash flow, including project related transactions in receivables
and Order Management, Project Billing Events, and Project Budgets. You can also
build an outflow using similarly related transactions in payables.

The following screenshot shows how cash forecast would look if it was run to gather
information from sources based on the template:

Cash Position Results: Currency View

corresponding column.
View in Discoverer Workbook | | Export

Opening Balance
Prior-Day Cash Flows

Treasury Inflows

EFT Supplier Payments
Treasury Outflows

ACH Payroll Direct Deposit

Net Cash Flows
Intra-Day Activities

Closing Balance
Minimum Target Balance
Maximum Target Balance
Surplus/(Deficit)
View in Discoverer Workbook | | Export

To view detailed transactions for each transaction source, click on the amount in the

AUD
6,000.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

6,000.00
0.00
0.00

6,000.00

View Balance Gapping

Initiate Bank Account Transfer

CAD
<16,000.00>
0.00

0.00
0.00
0.00
0.00

0.00
0.00

<16,000.00>
0.00
0.00
<16,000.00>

DKK
7,000.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

7,000.00
0.00
0.00

7,000.00

EUR
17,000.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

17,000.00
0.00
0.00
17,000.00

GBP
8,000.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

8,000.00
0.00
0.00

8,000.00

HKD
10,000.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00

10,000.00
0.00
0.00
10,000.00

Yy

e| |elelele| |o

=]

ele|e|e

56D
0.00
0.00
0.00

0.00
0.00

0.00
0.00

0.00

0.00
0.00

A Return to Top

usD
956,870,778.15
12,151,811.78

0.00
0.00
0.00
0.00

0.00
0.00

969,022,589.93
0.00
0.00
969,022,589.93
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Managing bank account balances

Bank account balance maintenance and reporting are supported for all internal bank
accounts that are defined in Oracle Cash Management. For each bank account, you
can keep track of multiple bank account balance types including;:

o Ledger

e Value dated
e 1-day float
e 2-day float

e Projected month-to-date average
e Year-to-date average

Reporting tools are available to view all this centrally stored balance history for
trend analysis.

These data details can be uploaded using the Bank Statement interface that has been
briefly described as part of the Bank Reconciliation section in this chapter. Use the
Bank Statement Loader program to complete these activities.

Cash Management also enables you to verify interest amounts charged or credited
by banks based on the balance history and user-defined interest rate schedules.
Maintaining interest rate schedules in the system and calculating interest for your
interest bearing account enables this functionality.

Cash positioning
Cash positioning is a planning tool that helps you view your daily cash position by

currency or bank account. Cash positioning allows you to project your cash needs
and evaluate your company's liquidity position.

Cash position differs from cash forecast in that, it includes your bank balance and
statement information.

Forecast Results By Transaction Source

¥ TIP To exclude a row, uncheck the Include checkbox and click the Recalculate Summary Cashflows button. Export

Add Row or Column | | View in Discoverer Workbook

Include Row Number Source Description Feb-04 Mar-04 Apr-04 May-04 Jun-04 Jul-04
v 2 Supplier Twvoices AP Tnvaices 139,385.00>  =10,405,813.01 <2,184,299.37> 0.00 0.00 0.00
¥l 3 Customer Invoices AR Tnvoices 3,841,850.38 17,503,717.63 0.00 0.00 0.00 0.00
V] 4 Purchase Orders Furchase Orders =3,140,534.14> <3,227,082.12 =1,537,621.00> <1,571,070.00 <1,534,331.00 1,518,331.00>
V] 5 Purchase Requisitions Purchase Requisitions 0.00 0.00 0.00 0.00 0.00
¥ 6 Sales Orders Sales Orders 0.00 0.00 0.00 0.00 0.00
7 7 Payroll Expenses Frior Period Payroll 0.00 0.00 0.00 0.00 0.00

Recalculate Summary Cashflows

Summary Cashflows Feb-04 Mar-04 Apr-04 May-04 Jun-04 Jul-04
Cash Inflow 5,045,493.71 17,503,717.63 0.00 0.00 0.00 0.00
Cash Outflow <3,279,919.14> <13,632,895.13 <3,721,920.37: <1,571,070.00 <1,518,331.00>

Net Cashflow 1,765,574.57 3,870,822.50 <3,721,920.37> <1,571,070.00> <1,518,331.00
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Cash transactions

Cash transactions would denote that cash is being paid for services or products. In
the cash transactions of Cash Management this is not the case. These transactions
are bank account balance transfers.

Transfers

You can create these transfers manually so that they are reflected in the appropriate
place to enable you to use Cash Management (or Treasury) as your bank balance
reporting/maintaining system.

You can also create bank transfers automatically if you are using cash positioning
and choose to use pooled bank accounts. There is a process that can be leveraged in
Oracle Cash Management called cash leveling. It creates a transfer to level balances
across pooled accounts and if you choose to do so creates an automatic funds
transfer transaction.

An important profile option to note when performing cash transacting is CE:Bank
Account Transfers. The value in the profile option determines where the fund
transfers are transacted —Oracle Cash Management or Oracle Treasury.

ORACLE’

v Mavgator~ B Favorites v

Cancel | | Apply and Create Another | | Apply and Validate | | Apply

Stalus  New

Source Bank Account

* Bank Account ¢ I-518-203%

Bank Accou

nber 1 “

ame  Aman New Cash Credit Account Bask A

Aman Kondhwa Branch
me  AMAN BANK LIMITED

niity  Vision Operations

Vision Operations

Cancel | | Apply and Create Another | | Apply and Valdate | | Apply

Accounting for these transfer transactions is processed via Oracle Payments
(Payables) and subledger accounting to GL. The various statuses for these
transactions are as follows:

e New: The transfer has been created but not validated yet.

e Validated: The transfer has been created and validated. It is ready to be
manually authorized for settlement.
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Invalid: The transfer has failed validation.

Rejected: The transfer is rejected by the user who is performing
manual authorization.

Settlement in Process: The transfer has been authorized for settlement and
sent to Oracle Payments.

Settled: The transfer was successfully processed by Oracle Payments or it did
not require settlement through Oracle Payments.

Failed: The transfer failed processing in Oracle Payments.

Canceled: The transfer has been manually canceled by the user.

Accounting entries can only be created when the status is either Settled or
Settlement in Process.

Cash flows

Cash flows can be used to create accounting entries from Oracle Cash Management.
Cash flows (to create accounting entries) can be created from the following:

Bank account transfers
Sweep transactions
Cash leveling

Bank statement cash flows

These transactions are currently performed by many organizations, and are
performed manually. The basis is a bank statement or advice from the bank. Bank
statements can give you all the data related to transfers between accounts, sweeps,
and other bank charges. These line details can be used to create journal entries
directly from Oracle Cash Management.

You can also include cash flow as a source in cash positioning activity.
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Summary

The chapter on Oracle Cash Management allowed us to review the setup and
configuration of banks and bank accounts. The tasks and functionality that we
discussed also showed the integration that Oracle Cash Management has with other
E-Business Suite modules such as Oracle Payables, Oracle Receivables, and so on.

Oracle Cash Management can also capture data to enable tracking and review of cash
positions and cash forecasting aspects.

Funds transfer capabilities are easily streamlined by getting information from
a bank statement. You can use this data and create the accounting entries to keep
your general ledger and bank balances synchronized.

In the next chapter, we will discuss another module that is closely linked to Oracle
Cash Management and has been developed as a separate module in R12 - Oracle
Treasury. You will review managing cash and the investments that are made in
financial instruments, namely, equities, hedge funds, foreign exchange transactions,
and other deals. Functionality also exists to perform risk management of investments
and track trends. Treasury can also perform funds transfer between companies

(legal entities) and bank accounts.
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Prior to the release of Oracle R12, Treasury was part of Cash Management. The
functions that you can perform in Cash Management and Treasury are similar
though they are two different products in R12.

Treasury allows you to manage Cash, Investment Portfolio, and also gives you
the capability to create journal entries based on inter-fund, inter-entity, and
inter-bank transfers.

Oracle Treasury also enables management of interest accruals and charges. Specific
configurations drive how these transactions are created. Templates allow data to be
captured for reporting and manage positions for cash, funds, and portfolios.

Configuration

Generally, you set system parameters during your initial implementation, but you
can review and modify them, as needed, later. Many Oracle customers find that as
their processes mature, configuration changes are necessary. The following activities
can be managed using configuration options in Oracle Treasury:

e Portfolio codes

e Confirmation templates

e Journal entry actions

e Deals for bond and stock issues

e Company and counter-party profiles (counterparty is generally a bank)

e Policies—deal and product types, limits, and hedging policies

e Limits
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The following screenshot shows the configuration steps to define deals and their
subtypes; these help in managing an investment portfolio:

Deal Types

~ Code MName Description Authorized
llBDO |Bund Options |Bund Options W

|EOND |Fixed Interest / Bonds |Fixed Interest / Bonds W
| |CA |Current Account Balances |Current Account Balances I
| |DO |Dea| Orders |Dea| Orders W
| |EXP |Exp|:|sures |Exposures kv

| |FRA |Fumrard Rate Agreements |Fumrard Rate Agreements

| |F)( |Fureign Exchange Contracts |Fureign Exchange Contracts
Deal Subtypes Date Types Deal Statuses | Amount Types | Pricing Models | Product Types

Code Marne Description Tol % Level Authorized
| Bcar |Buy Option - [Buy Option - Call 1 N
'|BFLOOR  |Buy Option - |Buy Option - Put 1
'|scap |Sell Option - |Sell Option - Call 1
"|SFLOOR  [sell Option - |Sell Option - Put 1

A deal is a specific investment vehicle that you can use to manage your funds.
Treasury allows you to track deals and manage activity against a deal so that you can
review all the information in a single place.

You can set up deal types including stocks, bonds, registering certificates available
for issue, setting up payment schedules, defining your exposure types, and setting
up hedges.

This allows an enterprise to manage all their investments and be able to review and
manage risk in a central place.

Limits can manage controls and allow configuration specific thresholds to be placed
on transactions for counterparties, companies, currencies, dealers, and so on.

Every deal you enter into has an element of risk. If you enter into a fixed interest
rate loan, there is a risk that the interest rate will drop. If you buy a large amount
of foreign currency, there is a risk that the currency will lose its value. Use limits
to define the tolerances for deal-related risks.
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Tolerances can be defined to manage thresholds (to name a few) as follows:

e Term limits

e Sovereign limits, related to a country

e Currency

e Counterparty or groups of counterparties
e Daily transactional limits

e Dealer based limits

Litilized 0.00
200,000,000.00

Global Limits | Sovereign Limits | Currency Limits | Cparty Limits | Group Limits | Settlerment Limits | Dealer Limits

Autharized
~ Company Limit Caode Limit Mame Limit Type Limit Amount [ ]
| visins [FUNDING  |Funding [FD 200,000,000.00 |

|
 VISINS FX [FX/Derivatives FX | 300,000,000.00 |
visins INVEST Investment I [ 1,000,000,000.00 |
 VISINS oD (Overdraft oD | 3,000,000.00 |
" vision [FUNDING  |Funding [FD [ 20000000000 |
" VISION FX [Fx/ Derivatives FX [ 300,000,000.00 |

|

|

|

|

s

s

s

Y

s

sl

s

" vision [GUARANT  [Guarantee l6u 30,000,00000 |
" VISION INVEST Investment IN 1,000,000,000.00 |
" vision lop (Overdraft lop 3,000,000.00 |

YWeightings Limit Types

<

s

Ol O

r
-

As part of the configuration you can also assign/restrict access to specific companies
and products to applications' users to perform certain transactions in Treasury.

As part of the configuration you can also choose from the various deal type
components that are available in the treasury system.
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Transactions

Transactions are dealt with based on the type of activity you intend to perform. You
may or may not transact all the types of treasury activity a large enterprise engages
in, but the functionality to perform these transactions is available:

e Foreign exchange deals

e Money market deals

e Trade equities

e Hedging deals

¢ Bank balance management

e Settlements

Foreign exchange deals

Foreign exchange transactions use spot and forward rates to transact (buy/sell)
foreign currency amounts between the company (enterprise) and the counter
party (bank).

Money market deals

Money market transactions include short term money loans that can be used by
companies. These can be entered and managed with the treasury portfolio to ensure
a single point of view for all your money transactions.

You can also transact in related negotiable instruments and derivatives within
this functionality.

Inter-company funding

You can use inter-company funding to manage the debt and investment relationships
centrally between a company and the parties that are part of its inter-company group.

If you enter into an inter-company funding deal with

another company, journal entries are automatically
e

created for both companies.

Journal entries are generated for each company based on the Journal Entry
Actions screen. This has been addressed later in this chapter as part of the
GL Transactions section.
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Use the bank account interest rates window to set up the default interest rates that
you want to use for your inter-company funding deals. You can use the standard
global interest rates for inter-company funding.

Global interest rates are the default for inter-company funding rates for transactions
for a company and account balance range. These are for a combination of company,
party, currency, and account balance range.

If an applicable specific interest rate exists, that rate is
s used in place of any global interest rates that may exist.

You can also use open interfaces to load frequent funding deals. Alternatively, if they
are available in electronic sources such as bank files or other third-party applications,
use the XTR_DEALS_ INTERFACE table and the deal interface summary window to
import the deal details.

Trang Mum
VISION INSURANCE
WISION TREASURY

Singapore Dollar LN = Actual /360

hain Details Company Details Intercompany FParty Details

Transfer Date | 01/31/2008
Caompany Account Wis-Ins SGD A/C Party Account |APAC Main A/C

Action  |PAY Principal Adjust 2,982,964.93
Balance 2,455,343.93 Interest Rate 5.000000

[ Settle Interest

Accrued Interest =f3.28> Systerm Interest <f3.28>
Interest Settlement Date Interest Settled 0.00
Interest Rounding Interest Includes | First Day s

Global Interest Specific Interest Deal Management Transaction Summary

These transactions help the enterprise manage and track all funding related
information in one place and easily aggregate all the information for
effective reporting.
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In addition to the inter-company funding you can also perform the following within
money market deals:

e Short term money

e Wholesale term money

e Retail term money

e Negotiable securities

e Discounted securities

e Fixed income securities

e Derivatives

e Forward rate agreements

e Interest rate swaps

e Bond options

¢ Interest rate options

Equities

Equity is a share of stock that your company either invests in or wishes to track. You
use the equities deal type and related windows to set up stock issue information,
purchase, track, and resell shares of stock, process cash dividends, and settle,
revalue, and account for stock investment activities in other companies.

The purpose of the Treasury equities functionality is to
% manage your company's investment or trade in stocks
’ issued by other companies.

You can purchase stocks for the type stock issue codes you have defined in the
system and only those authorized can transact these deals.

You can use the open interface load process to load market rates/values and then
revalue your existing portfolio holdings for equities to arrive at the current value.

You can also enter and manage dividends on equities you own to track all relevant
transactional data for these portfolios in a single place.

Any changes to the value, position, or ownership of equities create journal entries
based on how you configure the journal entry actions.
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Hedging
Hedging is the process of trading and transacting two opposing investment vehicles

to ensure that the loss is minimized due to the net effect of managing monies in both
of these investment vehicles.

The end result is that losing money in one investment may be diffused by the other
investment gaining (best case scenario). The net result is a gain nevertheless.

Oracle Treasury can manage hedging transactions using currencies if the enterprise
has receivables and payables in multiple currencies. You can use input from these
products to identify your risks and also be able to use that information in preparing
your hedge portfolio.

You can also manage forecast hedgers within Oracle Treasury.

Bank balance management

Oracle Treasury enables managing your bank balances, reconciling them, and also
managing transfers between bank accounts.

You can manage and maintain your balances in the system and review these in
Oracle Treasury. However, bank balances are only loaded using Oracle Cash
Management. You have to transfer them from Oracle Cash Management to Oracle
Treasury. The Transfer CE Bank Statement to Treasury process makes the data
available in Oracle Treasury for reporting and other transactional tasks.

You can manage the balances and also enter information to allow the system
to calculate interest for those accounts that have interest bearing balances.

Interest rates and other charges are managed within a portfolio and pricing model to
calculate accrued interest. Subsequently, when bank balances/statements are loaded
into the system these will net out with actual interest generated and credited to your
account by the financial institution.

Bank reconciliation is managed within Oracle Cash Management and not in
Oracle Treasury. When statements are loaded with interest and charges in Oracle
Cash Management, these can be made available in Oracle Treasury to report and
track balances.
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The following screenshot shows how the bank balances are maintained and managed
in Treasury to synchronize with the GL balances for your enterprise/entity:

value /Average  |Average Average Average

Balance Account Bank  Bank Ledger, Availablel  Dated 1Day 2 Day| Projected|Closing Closing Closing Closing
Date Name Type |Number |LegalEntitylame [Branch |Currency Balance| Balance| Balance| Float| Float| Balance|Ledger MTD |Ledger YTD |Available MTD| Available YTD
12/31/1997 Primary Bank  1233349- Vision Bankof  San usD <57,336.82

Checking  Account 484877  Corporation America Francisco

Account-202
12/31/1998 Primary Bank  1233349- Vision Bankof  San usD <573,925.61>

Checking ~ Account 484877  Corporation America Francisco

Account-202
01/31/1999 Primary Bank  1233343- Vision Bankof  San usp <668,829.01>

Checking ~ Account 484877  Corporation America Francisco

Account-202
02/28/1999 Primary Bank  1233349- Vision Bankof  San usp <719,639.24

Checking  Account 484877  Corporation America Francisco

Account-202
03/31/1999 Primary Bank  1233349- Vision Bankof  San usp <771,061.43>

Checking ~ Account 484877  Corporation America Francisco

Account-202
04/30/1999 Primary Bank  1233349- Vision Bankof  San usD <823,665.48

Checking  Account 484877  Corporation America Francisco

Account-202
05/31/1999 Primary Bank  1233349- Vision Bankof  San usD <875,274.23

Checking  Account 484877  Corporation America Francisco

Account-202
06/30/1999 Primary Bank  1233349- Vision Bankof San usD <927,211.15>

Checking ~ Account 484877  Corporation America Francisco

Account-202
07/31/1999 Primary Bank  1233349- Vision Bankof  San usp <982,455.67;

Checking ~ Actount 484877  Corporation America Francisco

Account-202

Interest rates are maintained by external loads in Oracle Treasury to manage deal,
brokerage, and other charges. These can be applied to account balances, deals,
equities, and other investments to get true cash position analysis.

You can also review your liquidity position using the Oracle Treasury module as
long as all data has been entered manually or using external feeds into the system.

Settlements

Settlement is the validation/approval process for the transactions that you have
entered as part of the deal management process or any other transfer or charge
and interest that may be calculated.

Transaction validation

Any transaction that you have entered must be validated before you can account for
it. The process validating these transactions is managed by a system option that you
choose to configure accordingly.

Settlement and accounting can only be performed after the transaction has
been validated.
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Settlements are normally conducted to review and approve/authorize specific
transactions that lead to the following two tasks:

e Payment initiation
e Accounting entries
Authorization is a required step before these two tasks can be initiated. This is

important to appropriately manage both the legal liability to make a payment
and/or create an accounting entry to reflect a liability in your books.

Accounting actions

The Journal Entry Actions manage how these accounting entries are created.

For each applicable company, you define the journal entry actions for a combination
of the following;:

e Deal Type

e Deal Subtype

e Product Type

e Portfolio

The following screenshot shows a transaction for a combination of these elements
that will create an accounting entry. You will notice that all the elements for creating
a journal entry have to be specified in this screen.

s WISION VISION TREASURY

GL Accounts | Intercompany Accounts | Journal Structures | Query by GL Account | Copy GL Accounts
Deal Type |CA Deal Subtype |INVEST Prod Type [NOT APPLIC Portfolioc HEDGING
Amount Type
ction Code ehit! Credit
Date Type r Bank GL  Prin GL  Int GL F GL Account
|aCCRUAL  [INTADJ |Pos C r T |credit  ~|01.00041500000 =
 laccruaL  [iNTany [Pos C r T |Debit ~ /010002110 0000
[SETTLE INTSET [REC C r T [credit  ~|01.0002110.0000
| [seTTee INTSET [REC v r T |Debit ~|
| | | 4 oo I
| | | 40 a4 I
| | | 4 o0 | B2
q I D
Copy Journal Details
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The date type drives the date of the journal entry. The following are the date
types available:

e ACCRUAL: Accrual date

¢ COMMENCE: Rollover date

e DEALT: Dealt date

o RATESET: Rateset date

e REVAL: Revaluation date

e SETTLE: Actual settlement

The amount type is the amount that is used for the journal line. The following
amount types are available:

e CCYREAL: Currency exchange

e CCYUNRL: Currency exchange unreal
e FACEVAL: Face value amount

e INITIAL: Inital principal

e INTADYJ: Accured interest

e INTREND: Prepaid interest refund
e INTSET: Forecast interest

e PRINFLW: Pronicipal

e REAL: Realized gain/loss

e TAX: Tax amount

e UNREAL: Unrealized gain/loss

Depending on the activities that you are performing you may use all or part of these
dates and amount types.

The action type denotes a posting or a reversal and is a list of values that you can
choose from.

You can specify the GL account that should be used or you can use one of the
checkboxes to specify an existing account to use from a related setup/configuration:

e Choose Bank GL, if you want the journal action to refer to the general ledger
number related to the company's cash flow bank account

e Choose Prin GL if this is an inter-company funding deal, direct journal
actions to either the principal, or the interest general ledger account

e The last two checkboxes are only available for non-accrual and
non-revaluation date types
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Journals created from Oracle Treasury do not use the SLA layer to create journals
in GL. These transactions are processed directly into the GL Interface table.

Oracle Treasury has not implemented SLA yet, and

therefore drill down capability is not available from
s

journal transactions generated from Oracle Treasury.

A more detailed instruction set and steps for creating various accounting entries
are available on MetalinkNote - ID 1328696.1, as well as related documents that
are contained within that note.

Summary

In this chapter, we reviewed some of the basic functionality within the Oracle
Treasury product.

Deals are termed as any one of the following; they are managed within the Oracle
Treasury with appropriate accounting entries and payments:

e Foreign exchange deals

e Money market deals

e Inter-company transfers

e Equities

e Hedging

¢ Bank balance management
Oracle Treasury is closely integrated and uses data elements that are owned by

Oracle Cash Management. Using these two products together is an effective way
to benefit from the complete functionality these two products provide.

In the next chapter, Order Management, we will review how to manage sales orders
and fulfill them with a normal streamlined process that allows products and services
to be placed on order and shipped to customers.
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Order Management

Order Management allows users to manage orders for products and services
(including warranties) that the enterprise either manufactures or contracts to
build and/or assemble. There are situations where the order is provided by

a consumer, the shipment is done via a partner, and the enterprise processes the
order transaction.

Order Management is a wider area than just this module. Multiple integrated
products work with Order Management to give you a full suite of order processing
and fulfillment capabilities for your enterprise.

This chapter covers the following topics:

¢ Order Management: Order Capture and an overview of related processes

e Order Fulfillment using Oracle Shipping Execution

e Basic Pricing
Other modules typically used in order processing are mentioned, only where they
are relevant to the discussion and when a full system process or function description
is needed. These may include:

¢ Quote Management

e Advanced Pricing

e iStore

¢ Release Management

e Configurator

e Global Order Promising

e Manufacturing related modules: Cost Management, Work In Process, Bill of
Material, and so on
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e Trade Management
e Service Contracts

e Install Base
Other modules integrated with order processing covered in this book are:

e Inventory
e Receivables
e Purchasing
Before processing orders in your system the following must be in place; these are
related configurations in other modules, some of which are covered in this book:
e [tems (Oracle Inventory).

e Customers, including credit rules. The customer must have a Ship To site and
a Bill To site.

e DPrice list.

e Salesperson (optional but desirable).

_ Though optional, the salesperson is an important data element
% that can drive accounting representation, sales compensation,
= and other reporting requirements. A default named No Sales
Credit is available.

Items

You need items because your customer places an order for those items or
products that you either build, manufacture, assemble, or buy to be resold with
value-added components. These may also include services such as warranties
and extended warranties.

In any of these cases these (and other related items) need to be defined and available
for use when processing an order.

Chapter 4, Inventory described how inventory works and how items are defined for
transacting in either Purchasing or Order Management.

In Purchasing, you can have a Purchase Order that does not have an item. These are
referred to as expense Purchase Orders. Examples of these could be office supplies,
furniture, and so on.
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In the case of a sales order you must have an item. It is also a must to have specific
attributes checked (or enabled) to be transactable in Order Management.

The following is a screenshot of the tab where order related attributes are managed.
The screenshot shows a few key attributes that need to be checked to enable the item
to be used on an order transaction:

Organization m Vision Operations Desplay Altribules

gl 1001 ®ldaster L]l
s Standard Desktop |=]

W Custorner Ordared R Customer Ordars Enakled I+ Shippable
¥ Irernal Orderad " Intarnal Orders Enabled (G) I OE Transactable ()

Organizalian m Vision Operations Display Altrbutes

(1001 & Masier * g
s Standand Deskiop |=]

,,,,,, 0 T e )

nning | Lead Times | Work In Process | Order Mansgement | invoicing | Process M:

R Ivvoiceable Hem ()
¥ Invoice Enabled (¥)

Accounting Rule

Irvaicing Rute

Cutput Tax Classification Code
Sales Account 01-510-4110-0000000

Trading Community Architecture

Customers (as suppliers now) are managed and owned by the Trading Community
Architecture (TCA). This framework enables the management of master data in a
single location. This framework started in early 2000 and is completed with Release
12. So when you create a customer, the following is the hierarchy of data you enter:

e Party

e Account
e Address
e Site

¢ Business Purpose
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This is true for all master data managed by TCA, including employees, suppliers,
customers, and banks.

The party is not where E-Business Suite transactions occur. The transactions are
performed at the account level. A party account is identified as a customer for
transactions in Oracle Order Management and Oracle Receivables. It also identifies
the supplier for Oracle Purchasing and Oracle Payables.

The details of TCA are not covered in this book. For more information on TCA and the
technical and framework design please refer to the Trading Community Architecture
Reference Guide (Part No. E13569-04) or User Guide (Part No. E13570-04).

Customers

For many organizations, creating customers is a choice driven by the business process
at the enterprise. The order processing group initiates the creation of the customer
due to a customer related transaction. In this situation, the customer data is entered
for use in Order Management to ship material. This same customer is invoiced for the
material shipped. However, you can also create a customer in Receivables.

Your organization's business process determines where the customer is created.

Customers are needed to enter any transaction in Order Management —sales orders,
quotes, agreements, returns after processing an order, and a return transforms into a
receivables transaction —such as an invoice, credit memo, and so on.

There are certain aspects that are managed on the Receivables side of the fence, or to
be more precise, in Credit and Collections, where they manage credit limits, payment
terms, and other processing and reporting related identification for customers.

Customer profiles

Profiles for customers are used to apply business rules related to credit worthiness,
credit limits on transactions, payment terms, creation of standard statements, and
SO on.

Use customer profiles to segregate customers into groups for strategic purposes, and
also to manage transactions and for reporting.

E-Business Suite provides a default customer profile. This is

assigned to each new customer if you do not choose to assign
"~ one specifically.
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It is recommended that you create specific customer profiles for your organization
that meet your business requirements. This should be done before you start creating
your customers in the system, so the profiles can be set appropriately for the
customers as you create them.

Egz DEFAULT Default Profile Used by Customer Interface program P Active

Profile Class Late Charge Profile Profile Class Amounts

— Balance Forward Billing i~ Invaicing

" Enahle Bill Level Tax Printing |Summarize By Tax Name
Type Grouping Rule |DEFAULT

— Terms — Statements and Dunning

Payment Terms N30 ¥ Send Statement

¥ Allow Discount ¥ Send Credit Balance

v Crverride Terms ¥ Send Dunning Letters

Discount Grace Days |2 Cycle Quarterly

— Collectors i~ Receipts

Match Receipts By

Name ‘Jamie Jones
Auto Cash Rule Set  Standard
Clagsification W .
Remainder Rule Set

Periodic Review Cycle |Monthly -
AutoReceipts Include Disputed It

Analyst | Taylor, Mr. Phillip Charles direcepts nelute Lispuled flems

Tolerance |0 ki

[ Credit Check

In addition to using profiles to manage customer groupings, you can also modify the
profiles for a specific customer. Furthermore, you can apply that modified profile to
the following:

e All customers assigned this profile

e Only those that were assigned but were not modified

e Do nothing (no changes that you made are reflected in the already assigned
profiles to customers)

»  Profiles are only assigned to Bill To sites. These sites are

explained when we discuss customers addresses later in

this section.
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Credit balances can be managed by currency and are used to control booking order
transactions. Both open order lines and open invoice lines are checked against the
threshold for each currency. The orders can be put on hold (not processed) till the
credit level is changed or outstanding transactions are closed.

Customer addresses (sites)

Each customer must have an address to be used on a transaction in either Order
Management or Receivables. In Receivables, you only need to have a Bill To site,
but in Order Management you will also need a Ship To site.

Customer: Business Woild

Cancey

Custamer Type Organtzation
Customer Informathon
me  Business Workd Alas
D 13 Name Pronunciation  BW
Accounts  Profike  Commumnication  Party Relationships  Tax Profile
Accounts
Stat ave -
o
Account Account Profie Frimary Bill-To
Select Number Description Class Address Status Details
& 1608 Average ACtvE =
Sites

Status  Acve = Purpose -
Show related contact sites

Addrese Lina 2

ountry

Site Source  Mallstop  Country
United 5t

Site Humbar  Map Contacts Status  Detalls  Update

INGDOM

What are sites? Sites are another name for addresses and the site types (Bill To, Ship
To, and so on) indicate business purposes or use for a particular addresses. One
address can be assigned multiple business purposes.

A partial list of business purposes is as follows:

e Bill To
e Ship To
e Sold To

e Statement

¢ Dunning
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Salespersons

Salespersons are people that sell your products and services and in most companies
these people are tracked for sales they closed.

Order Management tracks and monitors salespersons in order to credit the
appropriate individuals for closed sales transactions. Order Management uses
this to generate appropriate sales credits for the sale.

There are other uses to capture the salesperson on a sales order, and it is an
organization's business process that will drive the capture and usage.

There are certain prerequisites and configurations that are necessary for salesperson
assignments. These assignments occur in Resource Management. It is outside the
scope of this book and chapter to go into details of all the steps but the following
are the important prerequisites:

e Define an employee
e Define the employee as a resource
e The resource needs to be created as a salesperson
Salesperson records can also be used to drive accounting information in Receivables

transactions. This is optional but is an important aspect for revenue accounting in
many enterprises.

Oracle provides a default salesperson called No
% Sales Credit to use on transactions if you choose not
"~ to use salespersons.

Price lists

Price lists are another required aspect for entering and transacting an order.
Advanced Pricing is a separate product that Oracle licenses to businesses with
complex pricing methodologies and mechanisms.

However, Basic Pricing can be used within Order Management without having
to procure the Advanced Pricing product family.
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A detailed comparison of the differences between Basic Pricing and Advanced Pricing
is available in the Order Management Implementation Manual (Part No. E13406-04).
All items that are transacted on an order must be on a price list. The price list must be
the one that you chose for the order. The price list for the order is first captured on the
Order Header, but can be changed for each line if needed.

You cannot change price list default pricing without defining discount rules.

. You can also control who can change prices on an
% order line with a profile option that allows or disallows
= discounting. A discount still must be defined to change
the price.

Order capture/entry

Order Management provides an end-to-end solution for processing a simple quote
through the negotiation process and automating the transition of the quote to a sales
order document and to fulfillment of that order.

A quote can pass through various stages from its initial preparation to fulfillment
(as a sales order or sales agreement). These stages include preparing a draft,
negotiating with a customer, obtaining internal and external business approvals,
versioning, and converting the quote to an order.

Oracle Order Management includes a workflow process to support the activities
that occur within a negotiation process, such as internal approval and customer
acceptance. This enables creating and managing quotes during the negotiation phase
and transforming the quote to a firm order after internal and external approvals.

A quote is transacted as another order transaction with
s—" a type of quote instead of a Sales Order.

There are differences in tasks and processes that are not supported for a quote
transaction. The following cannot be managed/transacted for quotes:

e Holds
e Scheduling
e Copy return transactions

¢ Independent line process flows
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The following are a few important considerations for a transaction type when
entering an order. To process an order (or a quote) you will need to define a
transaction type to manage a couple of the activities that will happen on the
sales order transaction, as follows:

e Document Type: Sales order or agreement

e Order Category: Mixed, order, or return

¢ Fulfillment Flow: To drive processes around completing the transaction with
or without approval

e Credit Check Rules: To manage credit checks and rules to put order on hold
if needed

e Shipping Defaults: To identify where the items ordered will ship from
e Invoicing Details and Accounting: This defines invoicing parameters and

COGS accounting

Once the transaction type is created you can start using it to enter an order. The
default source is always manual if you are entering on the screen, but there may be
other sources that could be used for importing orders from external data sources.
These also require a transaction type with the previous details.

The Quick Order screen allows users to enter a manual order quickly and efficiently.
Oracle Order Management provides defaulting rules to allow data entry to be
managed as a seamless process.

A customer record also contains the basic information you can default to when
creating an order transaction. A hierarchy is available on how these data elements
are sourced in a transaction. This is important when you are automating or need to
bring efficiency into the order capture process.

The following is a list of data elements needed to complete an order booking activity:

e Order transaction type

e Order number

e Customer

e Price list

e Salesperson

e Jtem (on the price list specified)
¢ Quantity ordered

e Warehouse (Inventory Organization) from where the order should
be fulfilled
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In the following screenshot the tabs represent data elements that are required based
on various situations when a transaction is entered in Order Management.

o If the item is a Service Item type on a specific line the tab Services allows data
to be entered

» Service Contracts and Order Management integrate to

create contracts for service and extended warranties

sold on an order.

e [f the transaction is a return transaction the Returns tab will be activated and
you will have to enter specific data for the return transaction

e Pricing, Shipping, and Addresses tabs are all used for either an order or a
return transaction

r@mm | Others
2| Defaut
Operating Uit Vision Operations Order Number
Cust Name / # /| Subtotal 0.00
Phone Number |/ Tax 0.00
Order Type Status | Charges 0.00
Customer PO Date Ordered ‘10/“/2“11 23:1¢ Total 0.00
Main | Pricing  Shipping Addresses  Retums  Sewices  Others
= Default I Defer Pricing ¥ Auto Refresh
Line  ||Ordered item aty |lUOM |[ltem Description | Request Date | |Schedule Ship Date Unit Price Extendsd Price| Price List | Whse ||Payment Tems | Shipping Mathod |5t
1 B
4] I r
Description | Line Total | SeniceTotal | 000 4t

Actions Availability Eook Order Configuratn Related ltems

Back to Back orders

Often there are situations where you want to satisfy customer demand and you do
not stock or build that product. Instead you must procure it from another source
before you can ship it to the customer.

In this case, you can use a process called the Back to Back order process. Back to Back
orders involve creating a sales order and requisition simultaneously. You process the
Sales Order to fulfilment when you receive the product from the supplier.
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The steps for this process are as follows:

Enter the item on the sales orders line.

Run the AutoCreate Requisition concurrent program or you can initiate it for
a single order by using the Progress Order action on the sales order.

Run the concurrent program Requisition Import to create the purchase
requisition tied to the sales order line. You can either manually submit
the Requisition Import concurrent program, or you can schedule it to run
periodically.

A Purchase Order is created, approved, and sent to the supplier.

Once the PO or release is received, the items are recorded in inventory and
a reservation is automatically made to the sales order line.

The sales order can now be pick-released, shipped, and invoiced just like
other orders.

Drop-ship orders

When a customer orders products, these are fulfilled/shipped from your warehouse.
In cases when you do not have the product in your warehouse, drop-ship orders can
be used to fulfill these orders.

To fulfill these orders, create a drop-ship transaction. A drop-ship transaction is a
sales order that is fulfilled by raising a purchase on a supplier who will provide the
product to the customer directly. The sales order and purchase order are linked in
the system.

The following are the steps to create this type of transaction:

1.

Create an order in Order Management. Drop shipments are marked with the
source type External in Order Management.

The purchase release concurrent program in Order Management creates rows
in the requisition import tables in Purchasing.

Purchasing's requisition import process creates requisitions.

Requisitions are converted to approved purchase orders. This is where a
supplier purchase order is linked to the sales order for the delivery.

The purchase order transaction is received when the supplier sends the
notification of delivery to the customer. This task can be performed manually
or automatically using the Advanced Shipment Notices (ASN) functionality.

Once the receipt is completed the sales order status changes to shipped for
the line linked to the Purchase Order.
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749139.1 on Metalink is an excellent resource to understand

the necessary steps to create drop-ship transactions as well
g as understanding how these are processed.

Sales agreements

A sales agreement is defined as an agreement with a customer having specific
characteristics between you and the customer. These characteristics may include

the date range of the agreement, the items, the price for the items, the quantity of
each item that the parties committed to, as well as other attributes, such as freight or
payment terms. Once a sales agreement is entered for a customer, multiple releases
(shipments) against the sales agreement may be processed over a period of time
within Order Management.

Tracking information is also accumulated for sales agreement such as quantity
fulfilled, and dollar value fulfilled of released lines. This information will be used
to view status of orders executed against a sales agreement.

Sales agreements interface with Oracle Pricing to price sales agreement lines, default
pricing information, and provide special pricing for sales agreements.

Sales agreements can also be amount based and not necessarily for a set of items. The
amount may be consumed for any items that the customer might purchase.

Order Import

Order Import is an Order Management open interface that consists of interface
tables and a set of APIs. Order Import can import new, changed, and completed
sales orders or returns from other applications such as a legacy system or other
order capture mechanisms.

The orders may also come from any source such as EDI transactions that are
processed by the Oracle e-Commerce Gateway.

Internal sales orders are also created using this same mechanism for internal
requisitions transacted in Oracle Purchasing.

Order Management checks all the data during the import process to ensure its
validity. Valid transactions are converted into orders with lines, reservations,
price adjustments, and sales credits in the base Order Management tables.
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Return Material Authorization (RMA)

This process allows you to enter, update, and process customer returns of products
that you shipped to the customers.

RMA transactions are processed with or without credits, so that you can specify if
you want to give the customer credit for the return, which creates a credit memo.
This credit transaction will be applied to the invoice automatically in Receivables.
If no credit is expected the return transaction will only return the material to

your warehouse.

The automatic credit memo application to the invoice only
%“ happens when you copy an order to an RMA or use the
’ order number and line reference on the RMA transaction.

There are multiple seeded process flows that can process your returns, shown
as follows:

e Return for credit with receipt of goods and approval

e Return for credit with receipt of goods

e Return for credit only

e Return for credit only with approval
There are specific configurations necessary to process RMA transactions. There are
multiple steps and setups involved in completing RMA transaction. The following
are some major criteria to be configured:

e Return order flows (workflow processes, seeded ones are available)

e Receiving returned goods

e Invoicing (credit) activity

e [tem attributes

e Oracle Order Management transaction types (order category must be Return
or Mixed)

e Return reasons (defaults available)

RMA transactions can be created in multiple ways. One of the easiest ways is to copy
from an existing order that was used to ship that product.

You cannot successfully complete this transaction flow if the order being copied has
been invoiced and the invoice has been paid.

Generally, the invoice transaction is defined to only hold a positive balance, so
applying a credit memo when the balance is zero will not be successful.

[205]



Order Management

Item Orderability

Item Orderability is a functionality that limits the List of Values for items in an order
transaction to those items that can be transacted in that organization. This is driven
by rules that you configure to manage the list accessible to the user. If you do not
configure any rules then all the items are listed in the LOV.

[ This functionality was introduced in E-Business Suite Release 12.1. ]

Configuration

There are multiple configurations that help manage the order capture functionality
and processing of transactions. The following is a list of some of them along with a
brief description:

e Order Types: Identifies the type of order and process flow (workflow)
the transaction will follow. The order type also defines some transaction
defaults, credit checking, invoicing activity and tax calculation, timing,
and functionality.

e Process Constraints: There are multiple processing constraints that are
provided with Oracle Order Management. A processing constraint is a
restriction or availability of a specific task such as changes and deletion.
These can be modified to align with your business needs.

e System Parameters: This defines the basic criteria driving access to item
information, the main one, and other related aspects used for transaction
processing.

e  Workflow: Seeded default workflow processes are available that allow
generic processing of standard orders. These can be modified to include
business rules that may be relevant to your organization.

e Credit Checking Rules: This enables a business to control order acceptance
for customers who are overdue on their payments or have a high balance
before processing the order.

e Pick and Ship Rules: This determines how picking and shipping activities
will consolidate a selection of orders when the picking/shipping activity is
performed. A report is generated that can be used to pick the specified items.

e Account Generator: Account Generator is the pre-R12 version of the
accounting engine that allows the system to generate a COGS account when
the shipment is complete. The default COGS account is on the item, and can
be overridden by the Order Type.
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You can modify the COGS account generation with a change using
—" modifications to SLA in R12.

Configure to Order (CTO)

There are various cases where standard configurations are not acceptable to some
customers, and some products cannot be preconfigured for sale. Enabling Confgure
to Order (CTO) allows the creation of orders with various options and components
to build the product at the time of placing the order.

Basic configurations can be managed using Order Management
and Bills of Material products; for complex configurations, Oracle
Configurator a separate product may be needed.

The following are a few optional facilities that you can use to accept orders for
maximum flexibility:

e Assemble to Order (ATO)

e Pick to Order (PTO) Item (Kit)

e Pick to Order (PTO) Model

e Hybrid, a combination of PTO and ATO

Order actions

There are multiple actions that can be performed on an order, some at entry and
others after booking. Process constraints configuration allows or disallows actions
based on rules that are seeded or defined by you for your business.

All order transactions must be booked before they can be transacted further.
These include the following;:

e Credit Check
e Picking Items

e Shipping Items
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Other actions can be performed at specific times either before or after booking or at
pick time. The following is a list of some of these actions:

e Additional Order Information

¢ Reservation

e Scheduling

e Progress Order

e Tax Calculation

e Applying changes

e Pricing updates (Repricing)

e Applying attachments

e Sales Credit

A complete list of these actions is available in the Order Management User Guide
(Part No. E13408-04).

Shipping execution

Shipping execution is part of the standard functionality. It is available with your
license of Inventory and Order Management. Shipping execution enables the
enterprise to ship and fulfill your customer orders.

Several steps are required before shipping tasks may be completed. They are
as follows:
1. All users must be granted a role to allow them to perform the task.

2. Aroleis assigned to the user in Order Management. A seeded role is
available for normal shipment activity.

3. Shipment methods must be defined.
Freight carriers must be defined.

Shipment consists of two steps before the transaction moves into accounting
as follows:

e Picking: This task requires the user to enter warehousing and shipping
method information

e Shipping: This task completes the action of sending the products to the
customer, by putting this on a truck or other transportation vehicle for the
delivery and capturing the shipping details
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After these are complete the Create Accounting process generates the accounting
entries to record the Cost of Goods Sold (COGS) for the products shipped.

The steps to complete an order form booking to invoicing are as follows:
1. The status for the lines that have shippable items changes to awaiting
shipping once the order is booked
For items that are not shippable the status changes to fulfilled
The next task of picking an order line creates delivery lines
Delivery lines can be grouped together for shipment

The product(s) on the line(s) are reserved once they are picked

AL N

The system automatically reserves these products without reserving
specifically before this task

7. The delivery lines for multiple orders can be combined together on a single
delivery task

8. Multiple delivery lines can be combined to efficiently use your
shipping methods

9. These could be for different customers, and your freight carrier will need
documentation as where to deliver them

10. This is done with the help of shipping documents printed after the delivery is
confirmed (or closed)

11. Shipping documents can be used to complete the ship confirm task, which
manages accounting and reduction of product value/inventory quantity

12. When the line status changes to fulfilled, the line proceeds to the next
step/action, that is, invoicing

Your business has important choices to make regarding shipping and invoicing.
You can:

e Invoice each line as it is fulfilled

¢ Invoice each set of lines as they are fulfilled (grouping)

e Invoice only when all lines are fulfilled
If you choose the first option you will likely have an invoice for each line on the
order, assuming that invoicing is immediate. Most customers would like to receive a
complete product that is usable. The second option allows for invoicing for a group

of lines or a complete product. The third option allows invoicing to progress only
after all the lines ordered are fulfilled.
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Order Management provides functionality to manage these by using ship and
fulfilment sets:

Ship Sets: This functionality ties all the shippable lines together and sends
them to the interface tables for invoicing once all the lines included in a
particular ship set are fulfilled

Fulfilment Sets: This functionality ties together all the lines on an order that
should be invoiced together, including shippable and non-shippable products

Fulfilment Sets can be easily explained with the following example:

An order contains five lines of products, with two additional lines for
support and service respectively. The first five lines are shippable products.
The last two are not shippable.

To process the first five lines together and fulfill them at the same time use a
ship set to group them together.

The next two lines are not shippable so you cannot use a Ship Set. These
are service items and would only be credible if they were invoiced once the
products were at the customer site.

Use a fulfilment set to connect all seven lines together so they process
together to invoicing.

Arrival Sets are another important functionality that has been introduced in R12 to
ensure that all the material shipped arrives at the customer location at the same time.

Multi-line orders can have multiple Ship Sets and multiple
Fulfilment Sets. You can have lines in Ship Sets and Fulfilment
Sets at the same time. You may also have lines in Arrival Sets
and Fulfilment Sets at the same time. However, you cannot
have lines in Ship Sets and Arrival Sets at the same time.

Accounting

A shipping task is executed as part of the Order Management menu stack, but is
actually a function that is managed and performed in the Inventory product. This is
important to note because no accounting transactions flow to General Ledger from
Order Management. The system creates an accounting entry to register the Cost of
Goods Sold (COGS), and this is sent to General Ledger from Cost Management (from
Inventory in prior releases).
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When the quantity is decremented from your Inventory the accounting impact is
recorded in your books by the COGS accounting event.

This task of decrementing the inventory value in your books and creating the
accounting for an order shipment is performed after ship confirm transaction
is complete.

Summary

In this chapter, we reviewed how to capture order information from your customers
for products that you stock. We also reviewed ways in which to procure and ship to
your customer some products that you do not keep in stock or did not have enough
of levels to fulfill the order.

You also had an overview of the configuration and master data elements required
to create an order, including customers, pricing, and salesperson.

In the next chapter, you will review how these order transactions are financially
tracked to collect and manage revenue aspects for financial reporting.
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Receivables

Oracle Receivables allows you to manage all your receivable transactions based on
orders and service contracts that may have been transacted in other modules. Most
invoicing (and credit) transactions are sourced from Order Management, Service
Contracts, and Oracle Projects.

The capability exists to create manual transactions and import/create invoice
transactions (including Credit Memos) from external non-Oracle systems. Oracle
Receivables also manages cash receipts and applications. This chapter intends to
lead the reader through a modular approach for configuring, creating receivable
transactions, and applying cash to manage the account receivables and collection
activities in an enterprise.

This chapter discusses the functional tasks of receivables and collections, including:

e iReceivables

o E-Business Tax

e Trading Community Architecture
e Receivables

e Collections (Advanced Collections)
e Bill Presentment Architecture

The products listed previously form part of the activity of a receivables department
workload and not all will be covered in detail, though we will touch on each of these
to help the readers understand how the products work together.

We will focus on the following three tasks that are more receivable centric in
this chapter:

e iReceivables
e Receivables
e Advanced Collections (only to the extent it affects using Receivables)
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iReceivables

Configuration for iReceivables consists of various options that you select based
upon the business processes for your enterprise. These configurations allow users
to manage and view their data in specific ways that have meaning for them. You
can choose to build forms that are most suited for each user so that it gives them
the opportunity to review the data that is most relevant to them.

You can view customer aging and account information from a single screen and
make payments for open transactions. This is the only transaction that can be
initiated from within iReceivables.

Configuration drives rules that can change form layout and data shown for specific
customer/customer sites.

By clicking on the Account tab you can view all transactions. When a transaction
number is clicked on you can view the activity on that transaction.

attice Home Loget Prafamsncet

- rrency - |G Hovs
» Find out How Oracle Saved 51 Billion: Then Save Some
Yourselff (RealPlayer, 44 min.)
» Do you like the Orade E-Business application you are
using? Find out how your own company can move 1o E-
Business with Qracie IRpcgivables.
FAGY
= Check
Policles
» Chieck Licensing
Resaurcos
» Check MyOracle com (for finance professionals)
S = = Chegk cials (for finance professionals)
Rarmi Barkes Tumber Phoni Number E-wail Address Status
John Snyder Ship To, Bl 1172 oL (TO)E44 112 23585 o 131 Commenciad Drive, FITTSBURGH, P& Artve
To Telephang 2
Sophan 4067 wnaciod Dirive, PITTSBURGH, PA  Adve
er

E-Business Tax

E-Business Tax is the new rules based tax engine that allows for multi-country
taxability on transactions. The new module still requires loading of tax rates
from a service provider to manage accurate tax calculation.

The configuration for this is discussed in detail in Chapter 13, E-Business Tax (EBTax).
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The configuration for tax calculation to work properly in Oracle Order Management,
Oracle Receivables, and Oracle Service Contracts requires accurate addresses with
appropriate jurisdiction information.

The key aspects of the new tax engine are as follows:

e Jurisdiction and Address Validation

¢ Requiring rules to apply (or not apply) taxes to receivables transactions
Both the previous tasks are performed as part of the configuration for E-Business Tax.

Choosing to validate addresses in your implementation enforces address validation
for all addresses in the system, customers, suppliers, and banks. If you choose to
validate U.S. addresses on State, County, City, and Zip, then all addresses have to be
accurate based on the combination loaded from the service provider.

The following screenshot shows the validation enabled and the suggestion from the
list of accurate combinations loaded from a service provider. This suggestion will
only be shown if the address entered is inaccurate.

This validation enabling is done in the Trading Community Architecture framework.

Agply

e Advanced Network Devices Supp Number 1013

Addrass Datalls
Contact Datalls and Purpose
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Trading Community Architecture

Trading Community Architecture (TCA) is the new name for all trading partners,
suppliers, customers, banks, and employees.

This new framework stores and tracks the data of all these entities.

TCA is a new product released in a prior release of E-Business Suite. In R12 this has
been formalized and now owns all the partners that the enterprise deals with. This
leads to a difference in the technical and functional aspects of how these data sets
are managed in R12.

The most important reason to bring up the TCA is to explain briefly how address
validation is managed. The following screenshot shows a depiction of how
address validation for U.S. addresses can be configured:

Relationships | Classifications | DQM | Security | Source Systems | Adapters | F
Administration: Geography Hierarchy >
Manage Validations: United States

Personaliz It
Personalize "Address Style
Select Source Table Address Style Delete

& HZ_LOCATIONS  No Style (Default)

Administration: Geography Hierarchy >
Country Structure: United States
) HR_LOCATIONS_ALL United States (International) [ Add geography types to define the structure of this country. If no geography type:

(O HR_LOCATIONS_ALL United States jim]

Add Another Row Personalize "Country Structure"

Add Geography Type |Province % (| Go | Create Geography Type

[# Current Address Style Mapping : No Style (Default) Level Geography Type Geography Exists at Level  Delete
1 State v
Geography Mapping and Validations 2 County v
Personalize "Geography Mapping and Validations" 3 |y v
“TIP Attributes that do not contain geographies will not be available for mapping. 4 Postal Code v

Personalize "Geography Mapping and Validations"
Geography Type Map to Attribute Tax Validation Geography Validation

Postal Code

Geography Validation Control

O EE
O EE

Personalize "Geography Validation Control"
Control the level of validation for the Geography Types selected for Geography Validation across

Personalize Default Single Column: (region1)

Geography Validation Level for Country | Warning v

You can manage the structure and the validations using these screens individually.
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Receivables configuration

Oracle Receivables system has multiple configuration options that drive how the
system works and manage transactions. We will review the major aspects with a
brief explanation of what they accomplish and their impact.

Oracle Receivables configuration is operating unit specific. You must configure
Oracle Receivables for each operating unit. Based on your access you may be able
to perform setup for multiple operating units within a single responsibility.

System options

System options are defined per operating unit. They store data that defaults
to transactions related to accounting and general processing rules.

Use system options to specify the following:

* You need a salesperson for an AR Invoice

e  Where your territory flexfield is defaulted from
¢ Your default country

e Customer and customer site numbering

e  Write-off limits for receipt write-off

Descriptive Flexfields

Descriptive Flexfields (DFFs) are used by E-Business Suite of applications to
store additional information that the system does not naturally capture in a
data entry sequence.

Oracle designed its E-Business Suite to use DFFs in numerous modules to aid its
customers with capturing and tracking specific data through the system. DFFs also
help ensure validity and link to the original transaction. One of these is the line
transaction flexfield. This tracks information related to the originating transaction
created from Order Management, Projects, Contracts, and so on. This flexfield can also
be used to track any information you may want to pass through the standard interface
when generating invoices from external systems or as part of data conversion.

The other flexfield that is relevant to Oracle Receivables is the Territory Flexfield,
used for reporting and tracking transaction purposes.
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Remit-to address

When you enter any transaction you must have a remit-to address that defaults on
the receivable transaction at the time it is saved.

It is important to note that without a remit-to address configured
%ji‘ you will not be able to enter an invoice. Additional setups are
’ discussed later in this chapter.

You must also ensure that when you create a remit-to address, it must cover all the
countries that you have customers in; there is no default!

If you have multiple remit-to addresses based upon states or countries, which may
be true, create an address and assign the country/state that you would want to
default on the transaction.

In addition to the remit-to address you also must define/configure the following
to manage your transactions:

e Payment Terms: This helps define when the invoice becomes due on
your aging.
e Accounting Rules: This allows to manage creation of specific accounting

lines based on business rules. Is is used mostly in revenue recognition
scenarios.

e Batch Sources: This helps drive transaction numbering and manage how to
access and identify data from external systems including Oracle products.

¢ Document Sequencing: This defines the numbering sequencing.

e Transaction Types: This assigns status for transactions and can default
accounting specifics to individual transactions.

e Approval Limits: This is used to approve adjustments and write-off
transactions per business rules.

e Receivable Activities: This is used for managing accounting for receivables
transactions per business rules.

Transaction types are used to manage default accounting for transactions by using
Autolnvoice rules to generate segments in your transaction.
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Autolnvoice (AutoAccounting)

Autolnvoice configuration is a mechanism that allows you to manage value
generation for each of the segments in your Chart of Accounts. AutoAccounting
provides flexibility to create accounting entries with appropriate values for each set
of accounts that affect your receivable transaction. The benefit of using Autolnvoice
is that it has been used in Receivables for a long time prior to the introduction of
SLA, and many users are familiar with how it works. There are a few shortcomings
which can be addressed using SLA rule changes if needed.

The major construct of AutoInvoice is that each of the accounts listed can be
individually created for each segment based on specified sources for the value
in the segment:

e Receivables

e Revenue

e Unearned Revenue

e Unbilled Receivables

o Tax

e Freight

e Autolnvoice Clearing

e Bills Receivable

e Factored Bills Receivable

¢ Remitted Bills Receivable

e Unpaid Billed Receivables
The following are the sources that can be used to get the value for each segment in
the accounts listed previously:

¢ Transaction Types

e Salesreps

e Standard Lines (Item in most cases)

e Site (Customer Bill To site)

There are additional sources that are specific to the accounts:

e Taxes

e Remittance banks
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Autolnvoice has been retained in Release 12, ensuring backward compatibility and
ease of transition for users from earlier versions of E-Business Suite.

These sources create the default accounting that is shown on the accounting
distribution lines. However, if you make changes to the SLA rules, the default
accounting is overridden by your SLA rule changes.

You can get very creative and source each segment from a different place (including
constant/fixed value) as shown in the following screenshot:

& ol

Operating Unit  %ision Operations

Type Revenue

Segments

Segrment Table Mame Constant

Company 02 =1
l Department Salesreps

Account Standard Lines

Sub-Account Transaction Types

Froduct Site

You can also use memo lines to default one side of the
accounting for an invoice/ credit transaction. These override the
’ AutoAccounting rules for the account type, typically the credit side.

Approvals

Invoice and debit memo transactions do not necessarily need approval; however,
credit memo can be approved per business rules with the use of Oracle Approval
Management Engine.
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An invoice or debit memo is normally generated as an activity to collect after the
task of delivering a service or product has been initiated; so an approval seems
redundant. However, a credit memo affects the outstanding balance of an invoice
or a debit memo and needs to be appropriately controlled. There is also an audit
requirement to manage transactions that impact account balances.

Other approvals that can be managed are adjustments to transactions, including
receipt write-offs. Approvals are managed by an amount limit applied to the user
performing the adjustment. If the initiator does not have the limit to create the
adjustment, any other user with the appropriate level of approval can approve the
adjustment. There is no hierarchy inherent in this process.

Receipt write-off transactions are similar in nature to adjustments processing.

Both adjustments and receipt-write-offs, need definition of a Receivables Activity to
manage the accounting.

A system level write-off limit is set for an operating unit. This

configuration is often missed and creates a problem when you
’ want to perform your first write-off transaction.

Customers

Customers are required to enter any transaction in Oracle Receivables, such as an
invoice, credit memo, debit memo, and so on.

In many cases, customers are entered into Order Management as a part of an initial
sales transaction for shipping material. However, you also create customer records
in Oracle Receivables.

The task of creating and managing customers is the result of your organization's
business process decisions. You may not have the capability for creating customers
in Oracle Receivables. There are certain aspects that are managed on the Receivables
side of the fence, or to be more precise, in the credit and collections group, where

it is typical to manage credit limits, payment terms, and other reporting related
identification for customers.

Transactions

Transactions are created in Oracle Receivables from shipment details or other
related services delivered to customers. There is an accounting requirement to create
receivables transactions soon after the shipment, service, or other related activity has
been completed.
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In some cases invoicing is delayed based on local statutory requirements, but for
now let us assume that the activity which initiates invoicing has been satisfied and
the invoice will be created.

Autolnvoice, described in the previous section, impacts all transactions creation
(invoices, debit, and credit memos). Transaction types and batch sources are
required to manage creation of any of these transactions.

Transaction types define the accounting (as related to your Autolnvoice definition),
type of transaction, and if these should be accounted and open for receivables.

Batch sources define the numbering sequence and the ability to capture additional
information related to transaction creation when Autolnvoicing is used. As
mentioned earlier a large percentage of transactions are created automatically

in Oracle Receivables. Consequently, batch sources manage all the derivation
methodology to arrive at the data elements needed to create a complete transaction.

One of the major aspects of the creation of these transactions is the derivation of the
GL date and, in some cases, invoice date. The following are the two principal choices
that drive this date:

e For goods shipment related transactions the source for the GL date is the date
the item is shipped
e For other transactions the GL date is the date when the process to create the

transaction is submitted

The major items other than derivation information for all data elements are listed
as follows:

¢ Document sequencing

e Default transaction type

e How to manage a GL date in a closed period

e Salespersons and related salescredit

Invoices and debit memos

Invoice and debit memo transactions are created for all billing activities. They
generally have a positive balance (or are expected to). These are created when you
want to bill a customer for goods or services provided.

When creating manual invoices with accounting rules for spreading revenue across
multiple periods you must be sure to enter the Accounting Rule (which does not
default) before you leave the first screen.
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When entering the accounting distribution you may also need to enter the
accounting segments manually based on your AutoAccounting rules.

Credit memos

In addition to automatic creation, you can generate credit memos from an
external source:

e Stand-alone (On Account) credit memo

e Credit memo related to an existing invoice/debit memo

The first kind is available for application to an invoice or appears on the account
balance as an open credit.

The second kind is applied to the invoice when you initiate it from an existing
invoice form, as shown in the following screenshot:

B Oracle & pplications

File Edit View Folder Tools EElEN vindow Help
& 5 @ ( Exchange @52
P clj st
Transaction Applications Balance Due
Source Copy To Date | 17-APR-2012 Line
— Lo (T T
Instaliments q
Clags |Invoic Apply Deposit Currency |USD Freight
Type |[Inv-Cit creditinstaliments ocument Mum Charges
Reference Wiew VAT Invoices Transaction [ 1 Tatal
Legal Entity | Visiol Electronic Invoice Affributes [ Complete Details Reftesh
AR_TR_LINES_EP_MEMU_JL_SPED
Main More TYUTE TomTTEnT T REEtence. nfatrmation
Ship To Bill To Sold To
Mame Advanced Connections Name Advanced Connections
Numher 181 MNumber 1951
Location a714
Address 2508 Ash St Paying Customer
Name Advanced Connections
., Palo Alto, CA 94308 United States Mumber 1931
Contact Location G714
Commitment Payment Details
Payment Term M30 IRt Doy
| Payment Method
nvoicing Rule i
Due Date |17-MAY-2012 Instrument Kumber
Select Instrument
Line fems Tax | Freight Distributions | Sales Credits J Complete

As mentioned in an earlier part of this chapter, credit memos transactions can have
approval automation based on the Approval Management Engine functionality. The
existing workflow allows for an approval mechanism with the use of Approvals
Management Engine.
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Adjustment transactions

An adjustment transaction is used to reduce the receivable balance for a customer, as
an example, to offer a discount or write-off a balance that they are not willing to pay.

An adjustment transaction cannot be entered independently, it must be initiated
based on existing transaction. Once you enter an adjustment transaction, based on
your limits, the transaction may await approval.

Adjustment transactions can be made to a single line, the whole invoice, or to the tax
amount only. The accounting for these is managed through receivable activities that
must be chosen when entering the adjustment transaction.

Commitment transactions

Deposits and guarantees are generally created when you want to track customer
commitments for goods and services in the future.

A deposit is a payment made in advance for goods or services that you intend to
provide to a customer. The deposit is applied to the invoice when it is generated
and reduces the balance by the amount of the deposit.

The application of the deposit (also labeled as a commitment on the screen) creates
an (internal) adjustment to reduce the open receivable balance.

A guarantee is similar to a contract. You record a guarantee transaction to track
billings to a customer for reporting purposes. You use the same field to attach/
associate a guarantee for a customer on an invoice. It is just used to track business
with the customer and does not impact the receivable balance for the customer.

You are no longer required to apply a deposit when you create
the invoice (a restriction in pre-R12 releases). You can now use
"~ the Tools | Apply Deposit option to apply deposits.

Revenue management

In prior releases of E-Business Suite when you defined an accounting rule to defer
accounting over a period of time, or did not recognize the revenue immediately,
there was no easy method to make changes after the transaction had been posted
to GL.
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Beginning with R12 Oracle introduced Revenue Management (and this has been
back-ported to the latest release of 11i as well). This new product allows revenue to
be managed as the business progresses and changes to recognition become evident.
The functionality allows for manual changes to the revenue schedules and also
supports external triggers to manage revenue.

In addition, functionality is also available to enable revenue recognition based on
contingencies you define and assign to specific customers.

Predefined contingencies listed may be used immediately. These contingencies
reflect business policies for the enterprise as to when revenue can be recognized:

e Refund policy
e Payment terms policy

e Credit classification

These contingencies allow the user to manage revenue based on events. An event can
be described as a receipt application to an invoice.

This allows for a more flexible and manageable revenue accounting that is based on
revenue recognition policies at the enterprise level.

Additional revenue contingencies can be defined as needed.

] o
Trangaction Actions History
Revenue
Nurnber 12264 Type Invoice Scheduled 500.000
Source  Manual Date 28-SEP-2011 Unscheduled
Reference Currency  USD = -0 x
Customer Name  Printer Accessaries Lead
Manage Revenue
e Choose one of the following:
Mum  ftem Description Category Amount Scheduled Unsched
1 Test ML 600,000 600,000
1 e * Modify Revenue Contingencies
Unschedule Revenue
Line Distributions - Schedule Revenue
GL Date Arnount % Class Account
I 28-5EP-2011 500.000 100,00 Revenue 01-000-4110-0000-000
D O ions-No Dep Ho Sub AccountNo Product
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Bills Receivable

The Bills Receivable functionality allows aggregation of outstanding receivable
balances for a customer and assigns them to a remittance agency or a bank to be able
to receive money ahead of the due date from the bank or remittance agency. This
helps the enterprise secure short-term funding.

E-Business Suite supports multiple types of Bills Receivables that can be transacted
in the system:

e Signed

e Unsigned

e Promissory notes (customer-issued Bills Receivable)
Oracle Receivables allows you to create Bills Receivable transactions in multiple ways:

e In a batch mode using the Bills Receivable Batch Creation program,
the transactions to be picked up must have a payment method of Bills
Receivable

e Manually

e Exchange an open invoice from the Transactions window
A few configuration tasks are required before you can manage Bills Receivable
transactions. They are as follows:

¢ Define Bills Receivable related AutoAccounting

e Define Bills Receivable transaction types

¢ Define batch sources

e Define customer drawee sites

Accounting is managed using AutoAccounting rules. The initial entry is a debit to a
Bills Receivable account and credit to a receivables account.

Receivables derives the Bills Receivable account segments from
% AutoAccounting and inherits the account's receivable account
"~ segments from each transaction exchanged.
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Receipts

Receipts are cash receipt transactions and manage closure of open receivable balances.

E-Business Suite allows the user to enter two types of receipts in the system. They are
as follows:

e Standard Receipts: Those related to customer invoices

e Miscellaneous Receipts: Those not related to customer invoices
Receipts can be entered once specific configurations are completed. The
configurations that must be completed before you can enter receipts are as follows:

¢ Define Banks

e Define Receipt Classes

¢ Define Payment Methods

e Define Receipt Sources (to batch receipts)

The banks define where the money is going to be deposited and the account that
should be impacted when a receipt is saved.

The payment method identifies the receipt transaction by how they were paid.
Examples are check, wire, and so on.

The Receipt Sources allow you to batch the transactions together so these are easier
to manage for reconciliation.

The receipt batch is not a mandatory configuration, unless you are transacting
automatic receipts.

Receipt classes

Receipt classes cover a wide range of data elements that enable transaction
processing.

The basic types can be listed as follows:

e Manual

e Automatic

e AP/AR Netting
o Bills Receivable

The receipt class ties a bank and a payment method together. The payment method is
what you choose when you create a receipt.
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The receipt class also links the payment method to accounting entries if there was a
discount on the payment.

Other discounts given to customers due to short payment and disputes are managed
by an adjustment transaction.

Once you save a receipt class you cannot change bank related information or
accounting information. The accounts default from the bank for various accounting
entries and can be changed only when entering for the first time. These cannot be
changed once the receipt class and payment method are saved.

You can have multiple payment methods attached to a receipt class. The payment
method can be linked to a different bank account.

The following are the stages that a receipt goes through as it is entered and
fully applied:

e Entered and saved; status is Unidentified

e Entered and saved with a customer name and not applied to invoices; status
is Unapplied

e Entered and saved with a customer name and applied partially; status is
Applied for the amount applied and Unapplied for the remaining amount

¢ Entered and saved with a customer name and applied partially; remaining
amount put on On Account; status is Applied and On Account

Accounting entries are specifically different for each stage and can have the same or
different accounts as configured.

Receipts always have two stages as they are entered and applied.
These two stages are unapplied and applied. Related accounting
entries are always created.

Receipt reversals
You can reverse and reapply receipts to the correct debit transaction if you perceive

that there is an error in the initial application. Receivables allows you to create two
types of reversals:

e Standard: This reverses the accounting created by the initial application and
reopens the open balances that were closed by the application.
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e Debit Memo Reversals: This reverses the receipt application but does not
reopen the invoice. Instead Oracle Receivables creates a new debit memo
transaction with the amount that was closed with the initial application
of the receipt.

Miscellaneous receipts

Miscellaneous receipts are cash receipts that you enter to account and manage non-
invoice related cash transactions.

These could be cash you received against interest, or for another reason that is not
related to your core business of product sales or services.

Configuration required for miscellaneous receipts are as follows:

¢ Define banks
e Define distribution sets

e Define receivable activities

The last two tasks drive how receivables accounts for these cash receipts.

[ % You cannot create a debit memo reversal for a miscellaneous receipt. ]

Automatic receipts

Additional setup is required to enable automatic receipts generation. Automatic
receipts are generally termed as receipts you create within your system, based on an
agreement with a regular customer. You send a remittance advice to the customer's
bank to withdraw the required funds when transactions become due.

Automatic receipts are created by selecting invoices to include in your batch. A
receipt class with a creation method of Automatic is required. You can also specify
additional selection criteria such as currency, due dates, and range of customer
names. The create automatic receipts program picks up all complete transactions
that meet this criteria and creates receipts to close out these transactions.
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Automatic receipts have the following statuses, which indicate whether they

are complete:

e Started Creation

e Creation Completed

e Started Approval

e Approval Completed

e Started Format

e Format Completed

For automatic receipts to be complete and to have funds transferred to your bank
account you have to remit the receipt information to the bank and then you can clear
these receipts as part of your bank reconciliation process to ensure that you have

received the money.

Once complete the information needs to be sent to the bank (remitted) so your bank

can request and have funds transferred from your customer's bank account.

o

Receipt Class
Marne
Creation Methaod
Remittance Method
Clearance Method

Receipt Method

MName ACH

Receipts Processing

MNumber of Receipts Rule

Receipt Maturity Date Rule

Lead Days

ACH
Automatic
Standard
By Matching

Effective Dates  01-JAN-1520

Automatic

Dehit Memos Inherit Receipt Mumbers

Receipts Inherit Transaction MNumbers

One per Custorner

Earliest

Autoratic Print Program  |Print Receipts Program

3

Motes Receivahle

- Require Confirmation

Printed Mama ACH

Funds Transfer Processing

Payment Method  Bank Account Transfer

Funds Transfer Errar Handling

Bank Accounts
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Automatic receipts are the only receipts that can be auto-reconciled
— using the Cash Management Bank Reconciliation process.

You can also use the Automatic Clearing functionality and program in Oracle
Receivables to clear your receipts, but not based on bank statement information.

If you want to clear and account for your receipts only after the bank has the
money from your customer's account, then you have to use the Cash Management
clearing process.

Notes receivable

You can also manage notes receivable and promissory notes as part of your receipt
transactions. These transactions are managed as future-dated receipts. These work
similar to an automatic receipt in that they must be submitted and remitted to the
bank to receive the funds. The difference between this transaction and automatic
receipts is that notes receivable transactions are created manually most of the time.

Credit card payments and refunds

Credit card payments are treated similar to automatic receipts and the invoice is
created, and the automatic receipts program creates the receipt. The information
to create these transactions is based on the credit card information provided along
with the initiating transaction. The initiating transaction may be a sales order or
an invoice.

Refunds can be processed for credit payments made in excess or for credit memos
generated against invoices that have been paid by credit cards.

The following are some prerequisites to manage this process automatically:

e Define a Receivable Activity with Refund as the type
e Configure how to manage refunds for credits
e Configure Oracle Payables
e Configure Oracle Payments
You can also create manual refunds in the receipts window. The functionality

works with payments to generate a refund request. This can also be managed
with workflow and approvals if needed.
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Chargebacks

When a receipt is paid for an open balance for a customer invoice, you can close this
particular transaction and create a new transaction called a chargeback as a new
transaction with an open balance.

You can control the due date for the chargeback transaction based on the
configuration you choose in the System Options form.

To manage Chargebacks you must review/define a

transaction type called Chargeback and a Receivable
’ Activity called Chargeback.

Prepayment

A new functionality introduced in E-Business R12 allows you to manage
prepayments for goods and services that you supply or perform for a customer.

Prepayments are automatically applied to invoices when they are created using
Autolnvoice, by a post process program that is spawned as part of the AutoInvoice
set of programs.

You cannot create prepayments manually. A feeder

system must initiate the creation and the transaction

is created in Oracle using an APL

To use prepayments, specific business process practices must be followed. These
impact how the initiating transaction is processed, and how the order is processed
and fulfilled. When the invoice is created it has to be marked as prepaid with
relevant information to identify the prepayment transaction. The post process
matching program applies the prepayment transaction to the invoice.

If you intend to use the automatic clearing house or credit card to manage
prepayments you must ensure that Oracle Payments Funds Capture functionality
is configured appropriately to handle these transactions.

You can also enter and apply cross currency receipts in receivables, based on a
profile option that allows this activity. If this Profile option is not set to Yes the
system assumes that all receipts will apply funds in the invoice currency only.
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QuickCash

You can use predefined rule sets to apply receipts to customer open balances using
AutoCash rule sets and minimal information provided at the time of receipt entry.

Once the data is created you can use the QuickCash screen to review how these
customer payments will be applied. Once you are satisfied with the review run a
process to apply the receipts, Post QuickCash.

Lockbox processing
Lockbox processing is an automated way of acquiring your receipt data from your

bank in a specified file format and then using rules to apply them to your receipts.

This function eliminates the need to enter all the receipts that the bank received from
your customer and then apply them to the relevant invoices manually.

The steps to accomplish this task are as follows:
e Import your receipt transactions: This picks up the data from your bank in a

prespecified format and loads it into an interim table

e Validate data in interim tables: This validates data; is available to
appropriately match customer invoices

e Post QuickCash: This applies and updates your customer balances
There are multiple rules associated with the process to identify the customer

and transaction by this receipt. The last step in this process appropriately applies
the receipt.

If no match is found then the receipt is created as an Unidentified Receipt.

Discounts

When applying cash receipts to customer balances Oracle Receivable provides
multiple discounting options. There are also options to deal with partial payments
and short payments on open balances:

e Earned discounts: This is a discount that the customer is entitled to based
on the payment terms; normally for early payment of open balances

e Unearned discounts: These are similar to the previous type, but are assigned
specifically after the grace period for the early payment has passed
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e Discount on partial payments: A choice whether to provide a discount
to your customer for partial payments

e Tiered discounts: These are based on payment schedules and their due dates
for early payment

Receipt write-offs

In many cases there is a necessity to write-off receipts due to the following:

e Excess payment for an invoice

e Small unapplied amounts that remain after applying a receipt to an
open balance

You have an approval process similar to adjustments that manages your receipt
write-off transaction.

There is a system-level threshold that you cannot cross for
/s—" Treceipt write-off transactions.

Receivable activities with the type of receipt write-off drive accounting for receipt
write-off transaction.

Collections

In Release 12, Oracle Advanced Collections is the product and engine that manages
collections and related activities. Oracle Receivables integrates with Oracle
Advanced Collections to provide you with a complete collections management
solution. With this integration, all collections activities take place from within
Oracle Advanced Collections.

Advanced Collections provides a simpler process flow where users work primarily
within one main screen to easily review accounts, take promises, and process
payments, adjustments, and disputes, all while recording the interaction with

the customer.

In previous releases collections was part of Oracle Receivables, but in Release 12
collections processing has been moved to become part of the Oracle Advanced
Collections product. Users can still perform simple collection tasks within Oracle
Receivables but specific configurations must be performed.
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Collections features for receivables are best illustrated by the following screenshot
where all the functions and facilities to manage transactions are integrated:

rE —Ox
First il Callections Status Currant Operating Unit [ QL-HMI
Last Identification Number “iew Customer -
Title Customer Since Amount Overdue 0.00 UsD
Organization EVERGREER Collections Scare MNet Balance 3,845 424 B5 |USD
Address 16000 DALLAS PRW J Collectible Transactions 221 Ds0 34RI4TATE
Ernail Delinquencies in Past Year ] Last Payment Paid On 08 17 2011
Phone Type J Delinguent Invaices 0 Last Payment Due On 05 17 2011
FPhone Business Level Last Payment Amount (415.56) |USD
Frofile  History | Accounts| Transactions Lifecycle Strategy  Case Management  Aging  Contract  Motes  Tasks  Custornl  Custom2  Loans
Account Mumber  © Account Mame + Account Status Name
- _ Number 1045 Suspension Date
Status  Active Termination Date
Tax Code Statement Cycle

Refund Method
Arnount Overdue

Met Balance

1] 3

Display All

Tax Rounding Ruls
LSD Score

3,845 424 65 USD

“iew Open Lines Listing Payment Processing J

Details | Customer Standard J

There are additional configuration steps required to make the collections
functionality work with its basic functions. These are as follows:

e Link your user ID with an employee

e Set up the employee with collector roles

e Use the CRM Resource Manager responsibility to perform the previous task

e Collections responsibility is a separate responsibility

Document printing

Customer invoices, and statements including dunning letters are not provided as
standard formats that can be used out of the box.

These are generic text formats that must be modified to an acceptable format by
third-party software with your logo and your format.
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However, with the release of Bill Presentment Architecture (BPA) and BI Publisher
(formerly XML Publisher) capabilities Oracle has now introduced an easier method
to format and use specific templates for your documents to your customers.

BI Publisher can be used to manage and extend any document format, with standard
MS Word for template management.

Bill Presentment Architecture (BPA) is a user manageable capability to format and
print your invoice document. On the invoice screen is an icon beside your transaction
number that will display the invoice format using BPA. The formats can be modified
as easily as moving blocks to change the layout and include your logo to give your
invoice document a business look.

The benefit of BPA is that you can easily create different templates and assign these
to customers or customer sites to manage different formats.

These invoice formats are easily viewed from iReceivables online and can also be
generated using BI Publisher for printing, e-mail, fax, and so on.

Accounting

The following is a brief overview of how accounting is generated and content is
sourced to build account segments for various transactions in receivables:

¢ Invoice, debit memo, credit memo, commitments use the AutoAccounting
rules, transaction type, and memo lines
e Adjustments, receipt write-off, Charges use Receivable Activities
e Chargeback uses the transaction type
e Receipts uses receipt classes and Receivable Activities
Accounting created in the Oracle Receivables product is a precursor to the new

SLA feature in Release 12. Modifications in the SLA level can change these
accounting entries.

AP/AR Netting

Oracle AP/ AR Netting is a feature that provides a foundation to create netting
agreements with flexible definition of business rules and association of trading
partners. It executes an automated netting process so that customers can reduce their
debt obligations without incurring bank charges by creating unnecessary payments
and receipts.
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There are specific configurations that must be performed before you can execute the
AP/ AR Netting functionality. These are as follows:

Netting bank account
Receivables system options
Netting batch approver
Chargeable subcontracting

Netting agreement

Summary

This chapter included a review of major billing and receipt application activities.
These activities enable business users to manage their receivables and revenue
recognition in a systematic manner.

Other transactions to reduce or close open receivable balances were also reviewed.

In the next chapter, we will review how to manage credit rules and aspects of
dealing with customers. We will also discuss how credit review and checking affect
transaction capabilities within Oracle Order Management and Oracle Receivables.
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Credit Management

This chapter discusses managing credit rules and profiles. In addition, there is a
discussion about the new Credit Management product and its integration with Order
Management and Receivables. This integration helps organizations function more
efficiently and optimizes the credit and collection subprocesses. Credit Management
was introduced in the later releases of 11i, and enables businesses to manage
customer ratings and helps interaction to avoid bad debts. Payment profiles help
related decisions they make about their customer base.

The perspective of Credit Management is to allow an enterprise to manage the cash
flow in the company.

¢ How much credit do you extend to your customer who is shipped a product?
e How often do you ship to them?

e What is the threshold of an open account when you will not allow shipments
to a customer?

e What benefits do you extend to a customer who pays on a regular or
timely basis?

e  When would you choose to have a customer pre-pay for shipments to them?

These are a few questions that come to mind when you think about Credit
Management, though these are not what are commonly reviewed as the questions
you would ask! This is because in relation to the E-Business Suite these are disparate
tasks that are commonly not performed within a single product.

These tasks are still disparately positioned as functions in various modules/
products — Order Management, Receivables, and Credit Management. However, for
this book it is appropriate to combine all these perspectives into a single chapter and
focus on the credit and collections department in a company.
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The following is a list of data elements that we will consider for this chapter that
drive the functional requirement of a credit and collections group:

e Customer payment terms

e Credit check rules

e Credit checking

e Credit scores
When you start the discussion about payment terms you are assuming that the
customer already exists; however, that choice is the first one that a credit and

collections group makes to get a customer on board. The company may already be in
the system as a prospect or there may just be paperwork related to the customer.

Oracle Credit Management helps in providing a seamless integration with Dun &
Bradstreet (D&B) —a premier credit rating agency — from within your system to
allow you to engage in efficient credit (and risk) management processes. D&B have
been the premier credit rating agency to track and gauge the credit worthiness of
multiple enterprises across the country and enable their users to make an informed
decision about their choices with customers.

Payment terms

Once the customer is accepted on board, which may include certain information
exchanges and other documentation, the crucial decision of the payment terms to
extend the customer becomes imminent when the first transaction is processed.

You could choose to have default payment terms for all customers and let this be the
first payment term all customers are granted when they become a trading partner in
the system. The credit and collections group may choose to change the payment term
assigned based on recommendations from credit rating agencies that provide more
current marker information about the customer.

Payment terms on a customer are defaulted from the following places:

¢ Agreement payment term

e Customer ship to payment term

e Customer invoice to payment term
e Customer payment term

e Price list payment term
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Defaulting rules are defined in the sales order. The initiating transaction affects an
activity which in turn involves a payment term. This can be changed to suit the
business needs at your organization.

The system stops when it reaches a valid value at any one of
s these source locations.

Typically most companies use the default from the customer invoice-to (Bill to).

This will be your first encounter with credit management to grant your customer
a credit of Net 30 days to pay for products shipped. This extends credit to your
customer for 30 days, impacting your cash flow.

In addition, you may also require the customer to pay with a specific payment method.

Credit check rules

Credit check rules are designed to check open balances for a customer before you
can commit and transact another transaction with that particular customer. This
enables your enterprise to avoid extending too much credit to a single customer
and incurring a serious risk management problem.

Credit checking for transactions only occurs on order
transactions in Oracle Order Management and not for invoices
"~ inOracle Receivables.
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Credit rules are defined in Oracle Order Management and are assigned to order
types and the credit rules are checked at various times during the processing of an
order. These are assigned by you as per the business rules at your organization.

E o

Operating Unit
Description
Order Category
Fulfillment Flow
Effective Dates

“ision Operations
Standard Order Type for T
Order

Order Flow - Genetic
01-JAM-199 -

Transaction Type |Standard
Sales Document Type |Sales Order
Transaction Type Code ORDER

Megatiation Flaw Megatiation Flow - Geneti

Default Transaction Phase

Layout Ternplate [ |1
Contract Template

v Retain Document Murnber Yalidate Worldflow

Approvals Assign Line Flows

hain Shipping  Finance
Docurment
Agreement Type Default Return Line Type
Agreerment Reguired Default Order Line Type |Standard (Line Invoic
Purchase Order Required
Pricing
Enfarce List Price Price List SD0-Price List 1

Minirurm Margin Percent

Credit Check Ruls
Ordering Facking
Picking/Purchase Release Shipping

In the form shown in the previous screenshot, where a transaction type is defined
you specify when the credit rule will be invoked. Accordingly the rule will be
applied at each stage and check credit validity of the customer —taking into account
his open balance. The tasks where credit check rules can be applied/checked are

as follows:

e Ordering/booking
e Picking/purchase release
e Packing
e Shipping
Credit rules are defined and you can specify what amount you would like to have

as the credit limit. You can also specify the balances you would like to have the
threshold checked against. These are shown in the following screenshot for clarity:
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Rule |Crdering
Effective Start Date | 15-MO%-2005 Date

Options | Exposure

¥ Use Pre-Calculated Exposure

Include External Credit Exposure

¥ Include Open Receivables Balance

¥ Include Payments at Risk Open Receivables Days

¥ Include Uninvoiced Crders
¥ Include Freight and Special Charges
¥ Include Tax

Include Orders Currently On Hold

Scheduled Shipping Horizon Days
¥ Include Returns Y i

Maxirnum Days Past Due [

You may elect to perform your credit rule check at a different time in your order
process cycle to ensure that you have the most recent transaction balances for
your customer.

Pre-Calculated Exposure

Exposure summary information is used only during the credit checking process if
you have selected the Use Pre-Calculated Exposure checkbox within the Exposure
tab on the Credit Check Rules window.

Order Management enables you to rebuild a credit exposure image periodically
(with orders, invoices, and payments) for all customers or customer sites for all
possible credit rule definitions.

You build pre-calculated credit exposure data by running the Initialize Credit
Summaries program.
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Credit checking

Credit checks are performed as part of the order processing workflow and all orders
go through the process regardless of a credit rule being defined or not. In most cases
the credit check rule is successful and does not fail. The failure of a credit check

rule puts the order on hold. This means that the order cannot be processed further.
This will direct your attention to review the reason for the hold, and ensure that the
customer has enough credit to cover the open balance once this order is processed.

Credit checking is normally performed on order transactions at four levels as
mentioned in the previous section. The system puts the order on hold, preventing
any other activity from being performed.

As part of the credit check rule you can define how you want the rule to work,
on an order or a line level. Then the order or order line can be put on hold as per
your configuration.

When an order is put on hold the system is capable of restricting access and allowing
only specified users to release the hold. This configuration functionality enables the
order to be progressed to the next level of activity based upon rules and security.
You invoke the functionality from either of the following places:

e Defining a credit check rule.

e Assigning it to an order transaction type. (This only places the rules in a
position to be used when the functionality is invoked.)

o Customer profile tab, a checkbox enables credit checking for the customer
Bill To site.

e Another place where credit check can be invoked is by enabling the payment
term for credit checking.

Profile amount limits for each currency you transact orders

in must be defined for a customer profile to aid the credit
s .
check rule to arrive at a threshold value.
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Once these pieces are in place the credit checking process provides you with a
control mechanism to manage your credit exposure appropriately.

Customers

Customers > Customer: Business World > Customer Account >
Site: 2227

Organization Name Business World Registry ID 2813

Account Number 1608 Account Description  Business World ﬂ M
Location
Address 2391 L Street SAN JOSE, CA 95106 Tax Profile
Account Site Information
Site Name  001-AA Alternate Name
Site Details il po: Ci icati y Details | Profile = Profile Amounts | Late Charges

Frofile Class ~ Average -

Credit and Collection

* Collector  Charanjit Singh ~ Collectible (%)
Credit Rating - Credit Check
Credit Classification ~ Moderate Risk - [ Credit Hold
Review Cycle  Monthly A Credit Analyst  Stock, Ms. Pat v
Account Status - Last Credit Review
Risk Code - Next Credit Review @

Tolerance (%)

~

As noted in the previous screenshot you can check the Credit

Check checkbox, which launches a credit check process on

all order transactions based upon the rules you defined in the

% system. If an order transaction fails a credit check process, a

s hold is placed on that order. If you check the box labeled Credit

Hold on the customer site, the order transaction is on hold
immediately when the transaction is saved. It does not process a
credit check function.

Use the header level credit check rule option if most of your orders have lines that

are shipped to the same address. If the order lines are shipped to multiple addresses,
use line level credit checking.

In subsequent R12 releases the line level credit check functionality has been
enhanced to manage lines for the same Bill To site. Only the lines that are over and
above the threshold are put on hold.

This fine-tuning of the credit check functionality is managed by an OM System
Parameter, Credit Hold Sequence for Order Lines.
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Credit Management

Oracle Credit Management provides a global, standardized system that lets you
implement credit decisions based on credit data collected from your business-to-
business customers and prospects. Credit reviews are automated by the Credit
Management workflow process.

Automated periodic credit assessments include all activities from the initial credit
review request and creation of the credit application, to credit scoring and analysis,
to the final implementation of credit decisions. This enables you to have a consistent
approach to your credit guidelines and manages automation to a large extent. It also
allows you to schedule automated credit reviews periodically to reduce the risk to
your enterprise.

Credit Management also facilitates manual credit reviews for those that fail the
automated process through features such as online case folders, easily generated
what-if scenarios, and integration with Dun & Bradstreet.

How are credit reviews initiated? Oracle EBS provides your enterprise with multiple
ways to initiate credit reviews. A few are described as follows:

e An order entry clerk places an order in Oracle Order Management that
causes a customer to exceed its current credit limit

e Six months have passed since a customer's last credit review date,
automatically initiating a periodic credit review

e A credit analyst manually enters a new credit application for a prospect

e A credit review is initiated by calling the Credit Review API from an
E-Business Suite integrated product or from non-Oracle EBS systems

Once initiated, a credit review can either be completely automated, or managed by
a skilled credit analyst. You control how credit reviews happen when defining your
credit policies.

For the specific order transaction a related hold will be placed based on the credit
checks rules; the workflow can initiate a credit review by passing the relevant data
elements to the Credit Review API.

The Credit Management product allows you to manage specific data elements. These
data elements are the necessary configuration steps. They support the credit policies
and business rules framework that your enterprise uses for an efficient credit review
process. Some of the tasks are listed as follows and we will walk through some of
them for clarity:

¢ Maintaining customer data

e DPopulating transaction data
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e Defining scoring models

e Defining checklists

e Gathering data points

e Assigning automation rules

e Setting up credit recommendations

e Setting up credit decision approval policies
¢ Reviewing credit management performance

The credit management process works with the initiation of a credit review. A
credit review can be initiated manually or by using the API provided by Oracle.

Initiating a credit review creates a folder for the review where all related information
can be accessed.

Managing customer data

You assign a credit classification and a periodicity for a credit review with first time
customers or prospects.

Credit Management integrates with Dun & Bradstreet (D&B) to extend availability
of data during your credit review. This is in addition to the historical data you might
have within your system for existing customers.

Before you can purchase products from D&B, you must first
enable integration between the E-Business Suite and D&B
’ form within the Oracle Trading Community Architecture.

You can use the Assign Customer Credit Classification program to add or update
the credit classification for a customer. Use this when you first start using credit
classifications or when you want to update multiple customers.

Credit classifications are updated based upon reviews as the credit analyst approves
and uses the recommendation that the review has provided. You can also assign
credit classifications in an automated fashion based on your business rules and
approval mechanisms.

In addition to these external sources of credit review data that enhance the use of
your historical data, you must ensure that your historical data is collected in specific
tables as a summarized set of information to be used during credit review.
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Oracle Data Quality Management (DQM) and Oracle Trading Community
Architecture work together to assist in reviewing and help define matching
rules to identify critical customer information from D&B to use in the system.

Data Quality Management is not included as part of the
s Credit Management product.

Scoring model and checklists

A scoring model is a set of data points that are used to arrive at a relative score for
the creditworthiness of a customer. This allows you to assign a credit level you
extend to a customer.

Generic models (such as the FICO score and other scores provided by the credit
bureaus) make use of data reported by lenders to the credit bureaus. A score is
calculated to predict the likelihood of a customer defaulting on a new account.

In Oracle Credit Management, you document your enterprise's credit policies via
user-defined credit checklists. Using various checklists, you manage the credit
analysis process by defining the required and optional data points that are included
in the credit review.

The folder when submitted is processed in the order of the configuration shown
as follows. The process based on parameters and data points will review and match
the risk position for a specific customer or a group of customers.

e Scoring model

e  Checklist

e Assigning data points to collect customer balance data from Oracle
Receivables is a major task (or open orders) and can also include
additional external bank and trade references

¢ You can also request any other specific activity in Receivables

e Dun & Bradstreet data is optional (and must be purchased separately if
needed), otherwise the system uses your historical data for the review

e Additional data points including external sources that are custom built
e Credit review/analysis
e Credit recommendations

¢ Implement credit recommendations
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The following screenshot shows an example of one such scoring model:

Application | Analysis | Performance | Policy Management | Concurrent Requests _
Analyst Assignments | Scores | Automation Rules | Checklists | Additional Data Points | System Options
Policy Management: Scores >
Scoring Model Details

Name ManualIncrease (USD)  Currency USD

Scoring Model Definition

Description Manual Increase USD
r
Notes
r2

Only numeric data points il be converted.

Data Points, Scores and Weights

Data Point Rangel Score Range2 Score Range3 Score Weight
Past Due Invoice Count 9-99999999 0 4-8 2 0-3 3 5

Past Due Invoice Amount 100001-99999993999 1 10001-100000 5 -00999999-10000 10 15
Percentage of Invoices Paid Promptly 67-9999999 100 34-66 50 -9999999-33 1 30
‘Weighted Average Days Paid 61-99999999 1 46-60 5 -9999999-45 10 30

Days Sales Outstanding 01-999999999999 i 31-80 10 -99999999-30 50 20

Return to Scoring Models

These scoring models help identify an open balance for invoice amounts and based
on the score (and probably the weight) you can get a result for a possible credit score.
This score can then be used to provide appropriate credit to the customer.

The next step creates a checklist that allows you to link the scoring model you
created in the previous step and match it to a credit classification.

A checklist is based upon a combination of a credit review type and a credit
classification. You must define a checklist for each combination of a review type and
credit classification.

The default credit review types available within Credit Management are as follows:

e Credit checking
e Credit review
e Periodic credit review

e Credit application

The credit classifications (risks) are as follows:

e Low
e Moderate
e High

The checklist also allows you to specify the sources of data that you are going
to use for the credit review for the client (or group of clients) that have the same
credit classification.
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Data points

A credit data point is a single piece of credit information, such as the number
of late payments or DSO days (days sales outstanding), which is used during
credit analysis.

In the checklist you can also assign specific outside trade sources of data to be used
in your credit review; one of them is the Dun & Bradstreet source for credit analysis.

The Dun & Bradstreet data source is an additionally priced
" source and is not part of the E-Business Suite.

You can also add data points that relate to funds that have been made available
to the customer, bank information, trade references, and other related financial
information. None of this information is required; you choose as part of your
configuration for each checklist what is required and what is optional.

If there is a required data element that is not available when running the credit
analysis, then the system provides a warning, but completes the review and gives
you a recommendation.

The only case where the review does not complete due to lack
»  of data is when you choose to include a Global Access Data
Product (D&B) and choose the All Data Required checkbox.
T The credit review will also fail if you have custom API calls
using PL/SQL that do not return an appropriate single value.

Name MITest Score Model Name Low Risk Increase
Credit Classification Low Risk

w/D&B Review Type New Credit Limit USD

Data Points
Credit Data
Data Point Required Optional
Current Receivables Balance (]
Credit Expasure a
Accounts Payable a
References
Data Point Required Optional Humber of References

Venture Funding ]
Humber of Trade References O
Number of Bank References m]
a
a

Guarantors
Collateral

(S

Invoices and Payments

Data Point Include in Case Folder
Unapplied Cash Count

Unapplied Cash Amount

Percentage of Invoices with Discount Taken
Percentage of Invoices Paid Promptly
Invoices Count

Invoices Amount

EEEEER

Dun and Bradstreet Data

Dun and Bradstreet Global Data Products Required Optional View Details
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The previous screenshot shows the data sets that Oracle Credit Management allows
you to summarize and maintain in tables that are accessed during the credit review
process. These tables collect data from your Receivables data and need to be updated
appropriately on a regular basis.

Automation

For any scoring model, you can define a set of automation rules to guide the
implementation of credit recommendations without user intervention.

Credit recommendations can be automatically configured to

update the customers' credit classification and credit limit
T without intervention by a user.

Automation rules let a credit review proceed uninterrupted through the workflow,
during which a credit recommendation is automatically implemented based on the
score that the scoring model calculates.

To accomplish this automatic implementation of credit recommendations, you
associate credit score ranges with recommendations when defining automation rules.

When you define automation rules, you can also indicate approval options for
each decision.

Credit Management lets you decide if you want to skip the required approval
on a credit decision. You can use Oracle Workflow or Approval Management
Engine (AME) for these approvals and they are seamlessly integrated into your
work environment.

You can define a set of automation rules for any of your scoring models,
provided that:

e A checklist and scoring model are defined and assigned to a credit review
type and credit classification combination
e Automation rules do not yet exist for the combination

All the previous processes assume that there has been a business event that has
triggered the credit review process.

How would you do this for a new customer for whom you are requesting a Credit
Check/Review for the first time, or a prospect?
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The following are a list of tasks to manage this:

1. Query the customer on the New Application screen.

2. Choose to view accounts and choose the specific one for a given

Operating Unit.

Click Create Credit Application.

Provide information about the type of review and the type of customer

classification.

5. Provide the type of review you are looking for this customer — Trade Credit
for most customers with Order transactions.

6. Provide other financial and related information as shown in the left
panel —bank, trade, funding, and so on.

7. Provide amount and currency for the review since there is no transaction

amount that is specified.

Create Credit Application: Applicant

Applicant
Financial Data
Organization Name United Parcel Service

Account Description  United Parcel Service
= Indicates required field

Funding Sources
Bank Reference

Trade Reference
General Information

Application Number

= Application Date  29-Oct-2011

exampl 2011,

Credit Review Purpose
Credit Classification ~ Mews Customer

= Requestor

Credit Request Reason

Application Notes

Applicant Information

Address
City

State
Province
Postal Code
Country

Business Background

News Credit Limit USD

Taylor, Mr. Phillip ¢ <,

Enrich Cancel Save for Later Submit
Organization Number 1003
Account Number 1003
Amount Requested 100000
= * Currency Requested USD Q
- Credit Type  Trade Credit ~
- Requested Term
Credit Analyst
Credit Request Source
93 Peachtree Parkway Site Number
Atlanta Contact Name Q, [ create
GA Contact Telephone
Contact Fax
3:328 Contact E-mail

DUNS Number

http://vis1213.solutionbeacon.net/OA_HTML/OA jsp?_rc= ARCMCREDITAPPPAGE& ri=2228cmSubFunc...

Industrial Code

You can also choose to enrich the data, which is another way to get data from
Dun & Bradstreet (D&B). When you choose to acquire data from D&B it is priced
separately and purchased depending on the specific relationship your organization

has with D&B.
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The enrich button actually gives you up to the moment information from D&B
so that you can get more current information for your review, other than your
historical data from within your system.

Appication | Anaiyss | Performance | Policy Hanagement | concurrent Request= [N

New Application | Sawved Applications | In Process Applications
Review: D&B Purchase Data
Purchase/Update Data
Summary  Business Verification | Spedial Event = Relationships = Business Information Report | Credit / Risk | Financial Analysis
Summary
User Entered D&B Single Source of truth
Name United Parcel Service United Parcel Service, Inc. United Parcel Service
Alternate Name UPS
DUNS Number 00 - 699 - 1681 00 - 699 - 1681 00 - 699 - 1681
Enquiry DUNS 00 - 699 - 1681 00 - 699 - 1681 00 - 699 - 1681
Address 03 Peachtree Parkway 55 Glenlake Phwy NE 93 Peachtree Parkway
Postal Town Atlanta Atlanta Atlanta
State/Province GA GA GA
Postal Code 30328 30328 30328
Country United States United States United States
Primary Phone Number +1 (703) 8441212 404-8286000 404-8286000
Last Update Date 13-Oct-2004 18-Sep-2006 18-Sep-2006
Return
Purchase/Update Data

The information that you would most generally use in your scoring pattern would
be the range of the credit rating that D&B assigns to a customer. This is a universally
approved and defined credit rating source. Many businesses use this rating for
making business decisions on managing their credit risk.

Review: D&B Purchase Data

Summary Business Verification Specdial Event Relationships Business Information Report | Credit / Risk
Credit / Risk

General Information

D&B Credit Rating 3Al
Maximum Credit Recommendation
Maximum Credit Currency Code
Number of Trade Experiences
Trade Experience
Slow Trade Explanation
Bankruptcy Present
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Summary

In this chapter, you learned how to manage your cash flow by configuring the Credit
Management functions within the E-Business Suite.

You learned about the generic and standard methods to manage credit that you
extend to your customer, using the erstwhile credit check rules and credit checks
at transactional points within the system to help manage credit exposure.

You also learned how to manage credit reviews with an automated and more
scientific approach, with credit policies and data from various external sources
to help broaden your basis for the credit review and the implementation of these
credit policies.

Trading Community Architecture and Data Quality Management are used in this
chapter for clarity only.

In the next chapter, you will be introduced to another one of the new E-Business
Suite products. This new product is called E-Business Tax.

We will give an overview of how this product works, what it can do, and how we
can manage tax calculation and take advantage of the functionality in using an
integrated product for your tax needs.

The Credit Management product is best used (as per various
discussion forums) with other products from Oracle —Oracle

% Deduction Management and Oracle Trade Management. This
chapter only provides an overview of the capability of the Oracle
Credit Management product.
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E-Business Tax (EBTax)

The E-Business Tax (EBTax) module has been introduced in Release 12 to manage
all the tax requirements, content, calculation, rules engine, and reporting from a
centralized repository fully integrated with all other E-Business Suite business flows.

E-Business Tax is based on a global system architecture. It is configurable and
scalable for adding and maintaining country-specific tax content. With E-Business
Tax, you can model your tax requirements according to the needs of local and
international tax requirements.

This includes:

e Simple and complex country-specific tax legislation

e Cross-border transactions

e Local compliance requirements for recording and reporting

¢ Continual changes to tax legislation, such as new taxes, local law changes,

special tax rates, and special exceptions for products and customers

This ensures a uniform tax setup across applications, with a centrally managed
system of automated tax services and control over manual intervention and update.

Overview

E-Business Tax includes the configurations that help you manage the engine to allow
tax calculation as well as exemptions, exceptions, jurisdictions, including internal
and external reporting.

The content of configurations can be listed as follows:

e Basic tax configuration

e Tax Jurisdictions
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Party tax profiles
Fiscal classifications
Exemptions and exceptions

Country default controls

A brief explanation for each task is as follows:

Basic tax configuration: The basic tax configuration includes the
regime-to-rate flow for each Tax Regime. These involve defining a regime,
tax, a tax status (standard or exempt), and rates —both for charging tax and
recovery rates.

Tax Jurisdictions: A Tax Jurisdiction is the geographic area where a tax is
levied by a specific tax authority.

Party tax profiles: You define profiles for the parties involved in tax
transactions that are set up through a legal entity and Trading Community
Architecture. Party tax profiles contain all of the tax information for each
party, including tax registrations and party fiscal classifications.

These parties can be you as well as the party you transact with, namely,
customers and suppliers.

Fiscal classifications: A fiscal classification is the way that a tax authority
classifies each part of a transaction that includes parties and party sites, and
products among other aspects. Fiscal classifications assist in configuring tax
rules. The classifications provide one or more qualifications to identify when
and how taxes should be calculated.

Exemptions and exceptions: Tax exemptions let you define a party/party
site or product as partially or fully exempt from tax. Tax exceptions let you
define a special rate for specific products.

Country default controls: This subcomponent lets you specify certain
defaults countrywise. These defaults are used during transaction entry.

One of the important differences from previous releases is the use of legal entity. The
legal entity is important when configuring E-Business Tax for your environment.

It defines the country where you have a statutory and legal requirement to

collect taxes for your business and report on the collections to the relevant agencies/
government bodies. The legal entity that you perform your business in, your legal
entity, is referred to in many cases as the First Party Legal Entity. Once you define

a legal entity you can identify the branches: divisions of your legal entity that may
be independently called legal establishments. The relationship in many cases is
one-to-one.
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There are three specific data elements that impact the E-Business Tax. They are
as follows:

e Transactions (what you do, sell/purchase)
e What you trade in (products)

e Who you trade, do business with, customers and suppliers

Based on these broad set of data elements that go into the decision of how E-Business
Tax works it becomes a simple task to manage the configuration. These categorize
elements and criteria that drives your E-Business Tax implementation rules for
managing your tax commitments. The engine and the legal entity allow coverage

for businesses in any given geographic area.

Geographic areas are identified within the Trading Community Architecture
(TCA) and are linked to your third-party address to become an element in your
tax derivation structure.

The first data element is transactions and these are seeded for the two most
important business flows in E-Business Suite:

e Purchase (Procure to Pay)
e Sale (Order to Cash)

You can create subcategories of these based on what you procure and where you
procure from.

The second data element, what you trade in, products (or items in E-Business Suite),
helps you manage how taxes affect the products sold. These products (or items) can
be categorized by Item Categories (briefly described in an earlier chapter), or you
can create additional categories to apply to the products within E-Business Suite.

The Item Categories defined in Inventory may be used
%j%‘\ from within E-Business Tax to drive any specific rules
g needed for tax calculation purposes.

The third data element encompasses the trading partners that you do business with,
customers and suppliers, for each of the flows Order to Cash and Procure to Pay.

Trading partners (part of the TCA), can also contain specific data elements that drive
if they are taxable or not (exemptions). Additionally, their address (geography)

can drive whether they be charged taxes partially or fully for specific products or
product categories. These driving factors are inherent in rules that you can create
within E-Business Tax to manage your statutory tax commitments.
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Configuration

Each country can have one or more systems of taxation. Each system deals with
the taxation of specific aspects of a business transaction. For example, a sales tax
system deals with the rules and regulations concerning how a sale should be taxed.
Similarly, a Value Added Tax (VAT) taxation system deals with how the value
addition in a manufacturing and/ or sales lifecycle needs to be taxed.

¢ A Tax Regime can be defined as a single system of taxation.

e A Tax Regime is implemented by one or more distinct charges. Each such
specific charge is called Tax.

e A Tax Regime may include one tax or several different taxes.

e The imposition of a tax is limited by a geographical boundary. The incidence
of any tax on a specific geographical area is called a tax jurisdiction.

e Jurisdictions are maintained in the Trading Community Architecture and
are directly linked to addresses in your legal entities that are party to your
taxable transactions.

For the E-Business Tax engine to function properly one of the data elements is the
location (address) of your trading partners. The framework to identify this location is
built into the TCA geography hierarchy. An example of this would be State, County,
City, Zip hierarchy in the U.S. This is shown in the following screenshot:

ORACLE" Trading Community

Relatronships  Cassficatons oM Securty Source Systems | Adapters | Fhones Concurrent Fequests  Extensions | Geography Hierarchy
. Canced | | Apply
Add Geography Type  Frovince | Go || Create Geography Type
Level Geography Type Geography Exists at Level  Delete
v
v
-
4 Postal Code v
Cancel Apphy

You need to maintain these for cases where taxes are levied at a level lower than the
country level, for example, state or provincial taxes.

This needs to be performed before you can continue with the rest of the configuration
including defining legal entities (including the first party, yourself), Tax Regimes,
Tax Jurisdictions, Tax Rates, and Rules.
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You create a geographic hierarchy for a country that has

%j%“ taxes at a level lower than the country; U.S., Canada, India

are prime examples.

For each country that has a tax jurisdiction requirement below the country level you
need to ensure this framework is in place. The TCA geography hierarchy provides
a single reference point for all E-Business Suite products.

Using the TCA you can maintain the country structures below the country level as
well as address validation for your jurisdiction levels so that accurate addresses are
managed in your addresses throughout the system.

Administration: Geography Hierarchy =

Manage Validations: United States

Address Source

Select Source Table Address Style Delete
@ HZ_LOCATIONS Mo Style (Default)

HR_LOCATIONS_ALL United States (International)

SIS

HR_LOCATIONS_ALL United States

Add Another Row

[#] Current Address Style Mapping : No Style (Default)

Geography Mapping and Validations

“TIP Attributes that do not contain geographies will not be available for mapping.

Geography Type Map to Attribute Tax Validation Geography Validation
State STATE -
County COUNTY -
City CITY -
Postal Code POSTAL_CODE A ] [l

Geography Validation Control

Control the level of validation for the Geography Types selected for Geography Validation across all mappings above.

Geography Validation Level for Country  Warning -

»  The tax validation and the geography validation should not be
% checked for the Postal Code field. This ensures that problems
' with using a five digit or a 5+4 digit zip code are avoided.

Y
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Oracle E-Business Tax is not delivered with any predefined geographic hierarchies,
though there is functionality and the capability to define the specific hierarchies
as needed.

In the previous screenshot there are multiple source tables listed. The one that is to
be used to validate is the HZ tables. HZ tables are ones that store information for
TCA data elements. The other tables listed are HR tables and are not relevant to the
current business processes covered in this book.

Legal entity

Creating your legal entity (First Party Legal Entity) is an important part of the setup
and is used in your E-Business Tax configuration as an important lynch-pin for the
identification and relevance for tax processes, namely, relevance, calculation, and
reporting.

When you set up a legal entity or establishment (normally created as part of your
legal entity as a one-to-one relationship), you can also set up party tax profile details,
including general information, rounding rule, tax registrations, and defaulting
controls for the country and/or regime.

Legal Entities

Simple Search

You must fill out one of the following fields before starting your search: Name, Country Advanced Search

Country  United States e
Hame
Transacting Entity  Yes v
Go || clear

To elect a party as a legal entity or establishment, click on its View Details icon. If you do not find a party, dlick on either the Create Legal Entity button or the Create Establishment after selecting its legal entity.
Select Object: | Create i | | | create Legal Entity | Previous 1-15 = | Next15 @
Select/Name Legal Type  Address Country Legal Entity Identifier Org Number  View Details

Vision Corporation Legal Entity 500 Madison Ave, New York, NY, 10001 United States ~ USSYS11004 50406 =l

Vision Corporation Establishment 500 Madison Ave, New York, NY, 10001 United States 50441 =l

You must set the Transacting Entity to Yes for a legal entity if you intend to use this
legal entity as a registered tax entity and a First Party Legal Entity.

You can set up additional legal establishments for each office, service center,
warehouse, and any other location within the company that requires a registration
with a tax authority for one or more taxes. Your legal establishments are under the
parent legal entity.

configuration is necessary.

[ If you want to use multiple establishments additional ]
Ko

A legal entity always has a country assigned and the Tax Regime is assigned a level
(normally country).
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Self-assessment (use tax)

You can define a first party to self-assess the taxes calculated on the payables
invoices it receives. A self-assessed tax is a tax calculated and remitted for a
transaction, where tax was not levied by the supplier but is considered due, and
therefore must be paid by the purchaser. Self-assessment is also known as reverse
charge or use tax in certain Tax Regimes.

The self-assessment indicator is configured when
= defining the legal entity details.

Tax profiles

Party tax profiles contain the information that relates to a party's transaction tax
activities, and identifies the legal entity to the tax authorities.

arties | Transactions | Deloults and Contraks | Provider Services | Advaneed Sotup Options | Requests _
Canced | [ Apply

Party Type Hrst Party Legal Entity Address 475 Park Avenue New York New York NY 10022
Party Name  Vision Operalinns. Conmitry Name Umitesd Stk

Maln | Classifications  Tax Reporting Codes | Configura tion Options
Maiin Information

Sat for Scil Assessment [ Reverse Charge 24 Tax Classification
Dafault Controks

Update the values that defaul to all invorces and tax registration record

Rounding Level Header = Set Invoice Values as Tax Inclushe

Rounding Rule  Nearemt T

cancel | | Apply

Tax profiles must be defined for all parties involved in tax transactions, including;:
o Alllegal entities, legal establishments, and operating units in your
organization that have a transaction tax requirement
* Your customers and suppliers and their locations
e Tax authorities that administer tax rules and regulations

Tax registrations are part of a tax profile and contain information related to a party's
transactional tax obligations.

Tax registrations form part of the tax profile of a first-party legal establishment (you),
a third party and/or a third-party site (customers, suppliers).

[261]



E-Business Tax (EBTax)

A tax exemption for a customer or a customer and product combination, identifies a
discount or replacement percentage that reduces (normally) the applicable tax.

The configuration options identify the Tax Regimes associated with a first party
and the configuration owner and service provider settings associated with each Tax
Regime. Service providers and their usage is explained later in this chapter.

The configuration options are part of the tax profile of configuration owners, that is,
first party legal entities and operating units owning tax content. These identify the
characteristics of, and default values for, the transactions associated with a party.

The party fiscal classifications optionally assigned to a party are used as determining
factors in tax rules. The tax reporting codes optionally assigned to parties capture
tax information from transactions for both internal and tax authority reporting
requirements.

Operating unit

Operating units organize your company data according to your internal accounting,
financial monitoring, and reporting requirements. Legal entities let you more
accurately model your external relationships to legal authorities.

Set up a tax profile for each operating unit. The operating unit tax profile can
either use the tax configuration of the legal entity it belongs to, for transactions
involving the legal entity and Tax Regime, or can act as a configuration owner
for the applicable Tax Regime.

Release 117 tax data in Oracle Payables, Oracle Receivables,

and other applications migrate to E-Business Tax as operating

units containing their own tax content.

In Release 12 the relationships between first party legal entities and the relevant
tax authorities normally control the setup of the transaction taxes required by
your business.

[T ErT— (TR [Ty [T (TR TS e ST —— ——
Porty Tax Profiles | Party Classficoton | Legad Classification Tax Usage

arty Tax Profile: Vision Dperations

Trpe  Operaling Unit owning Tax Conlent Address 475 Park Avenuoe New York 10022 New York NY
e Vision Operations: Country Hame  United States
Mo Informmatii
B Use Subscription of the Lagal Entity Use Subseription of tha Legal Enety Effectie Fram  15-Jan- 2008

Tax Reporting Cotes

Tax Reporting Type Code Data Type Reporting Code Dascription [ffective from EHective To

AR-SYETEM: PARAM-HEG-HLM Tot 05173456 11-Aug- 200
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% Once you choose to use the legal entity content for an
s operating unit for the party profile created you cannot revert.

TCA classifications

TCA classifications are used to classify third parties for tax purposes. You can define
TCA class categories and class codes specifically for use in tax determination.

Configure and define class categories and class codes for use with rules and assign to
third-party tax profiles. Third party legal entities are your customers and suppliers,
your trading partners with whom you transact business, which may be taxable.

= Search and Select List of Values - Windows Internet Explorer =@ =
& http://visionrl2.biztechmsp.com/OA_HTML/cabo/j Jsp?_t=fredRC&enc=UTF-8&_minWidth=7508_minHeight=550&configName=( B
Search By | Class Code [ -
Results
Previous [1-10 ] Next 10 (3

Select  Quick Select Class Code Class Code Meaning Lookup Type Class Category Meaning

a RERD Aerospace/Defense CUSTOMER_CATEGORY Customer Category

=N TMAFFILIATION Affiliation CUSTOMER,_CATEGORY ‘Customer Category

5 AUTOMOTIVE Automotive CUSTOMER,_CATEGORY ‘Customer Category

5 EROKER Broker CUSTOMER,_CATEGORY ‘Customer Category

5 CPG CPG CUSTOMER,_CATEGORY ‘Customer Category

% CHEMICALS Chemicals CUSTOMER._CATEGORY ‘Customer Category E

5 LOCAL City or Local Gov't CUSTOMER._CATEGORY ‘Customer Category

You must set up and maintain TCA classifications before you can perform these tax-
related setups:

e Party fiscal classifications let you classify the customer/customer site or
supplier/supplier site according to categories you define for tax-related
purposes

e Use party tax profiles to assign party fiscal classifications to third-party tax
profiles to be used in tax determination for invoices associated with the party
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You can also use inventory categories in determining taxation relevance and rules.
These have been briefly described in the Chapter 4, Inventory.

Managing migrated data

If upgrading from 11i, there is a challenge in understanding the changed perspective
of the data model for tax in Release 12 E-Business Tax.

As part of the upgrade process the tax content that you had configured in Oracle
Payables and Oracle Receivables is converted into singular tax content for an
operating unit. This ensures that you can continue to transact and use the tax
calculation functionality without loss of functionality.

Once you have decided on how to use the new E-Business Tax functionality you can
transition to the new model at a later date.

Once you transition and make the jump to the new model in
/S an upgraded instance you cannot revert.

In prior releases the following conditions existed:
e Tax codes and rates were owned specifically by each product, Oracle
Payables and Oracle Receivables

e The tax calculations were performed with individual rates and were not
always stored at the most detailed level

e This separation of data ownership did not support seamless reporting needs
and the tax amounts were recalculated every time a transaction was queried

e Reports were module specific and did not gather data from a single repository

The following is an excerpt of some important information related to the upgrade
process and how the migrated data is transposed.
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Release 11i tax codes and tax groups migrate to E-Business Tax as
tax classification codes.

Payables and Purchasing tax codes migrate as tax classification
codes under ZX_INPUT_CLASSIFICATIONS.

% Receivables and Projects tax codes migrate as tax classification codes
under ZX_OUTPUT_CLASSIFICATIONS.

You can set up additional tax classification codes for use with a
migrated tax data model or as an additional determining factor in
tax determination.

Tax content service providers

Oracle E-Business Tax does not come with any tax codes or rates, just like in
previous versions.

You must have a connection between a geographic jurisdiction and a tax jurisdiction.
This is needed so that the global repository has the capability to work with any
specific geographic hierarchy needed for tax calculation in a central place. In
previous releases service providers such as Vertex and Taxware provided tax rates
and related location based tax information.

Service providers provide these geographic hierarchies for the U.S. and also supply
the rates for each of the levels with periodic updates. They also provide tax content
for other countries.

You should consider working with a service provider to procure

the current geographic hierarchies and rates for each level if you
i choose to use one of the process flows for tax calculation and regular

updates.

This is the easiest way to help jump start your configuration for your E-Business Tax
requirements for the U.S.

. There are other methods for building tax content. These are available
% for a few other countries from Oracle. (Refer to Metalink Note ID
— 463001.1 on E-Business Seed Data for details) This method provides
only a one-time load for geography and tax jurisdiction information.
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Using E-Business Tax

Once you have configured E-Business Tax for use in your environment, you have set
the stage for beginning to use it in transactions.

In most cases you start with the Order to Cash process and manage calculation of
taxes that you will charge your customers.

As mentioned before you can also use E-Business Tax to manage your self-assessed
taxes (called use tax in the U.S.), and calculate tax on Procure to Pay transactions.

The tax rates are the same content that you receive from a service provider that
would populate the jurisdiction and the tax rates for each jurisdiction as appropriate.

Third-party tax profiles

Create third-party tax profiles to manage your third parties' tax obligations to
relevant tax authorities. These profiles allow you to specify third-party classification
to the customers or suppliers to be used in tax determining factors and creating rules.

These classifications are not required but are a higher level classification that can be
used for rules and determining factors.

You can still use the party name or party site name to build rules for specific
third-party tax calculation criteria.

You may optionally set up tax registrations for your customers and suppliers, as
necessary, to support specific tax regulations or reporting requirements.

Tax exemptions

A tax exemption is a discount/surcharge or replacement percentage from the base
tax rate that reduces the applicable tax on a Receivables transaction.

Tax exemptions apply only to specific transactions of a legal

entity or operating unit; you cannot use the Global Configuration
"~ Owner to share tax exemption records.

A tax exemption usually applies to a specific customer or to a combination of a
customer and specific product. A tax exemption record identifies the nature of the
exemption, the configuration owner and Tax Regime, and where applicable, the
related tax, tax status, tax rate, and tax jurisdiction.
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Exemptions are applicable only at the party site level for Ship To.
Bill To exemptions are applicable only when the exemption is
defined at that party level.

These allow for the use of exemptions that you create and are allowed at various
levels from Tax Regime through to the tax at the lowest level. This is true in countries
where there are multi-level tax obligations, such as in the U.S.

Home I Tax Configuration ] Products I Parties I Transactions I Defaults and Controls I Provider Services ] Advanced Setup Options I Requests —
Tax Regimes | Taxes | TaxStatuses | TaxJurisdictions | Tax Recovery Rates | TaxRates | TaxRules
Tax Configuration: Taxes >

Update Tax: CITY

* Indicates

Tax Accounts Apply

Main Information

Personalize "Main Information"

Tax Regime Code  US-SALES-TAX-50254 Eomrs Fmr T qQ
Configuration Owner  Global Configuration Owner
Tax Source Create a new tax * Tax currency UsD .|

Tax CITY Minimum Accountable Unit

TaxName [cITy Rounding Rule

TaxType [LOCATION Q R E—
Effective From 01-Jan-1990 Q

Exchange Rate Ty
tectveTo [ @ xchange Rate Type

Compounding Precedence

w

Make Tax Available for Transactions (& .
Reporting T ithority
Geography Type US_CITY_ZONE_TYPE_50254 eparting Tax Authonity a
Farent Geography Type Q Collecting Tax Authority 2
Applied Amount Handling Prorated
Parent Geography Name ~
S a O Set as Offset Tax 4

[Jset Tax for Reporting Purposes Only

Personali

Controls and Defaults

ontrols”

Personaliz

Controls

The following values if set enable the relevant functionality for this tax.

Allovs Tax Inclusion | Standard Non-Inclusive Handling % [Cuse Legal Registration Number

[J Allovs Override and Entry of Inclusive Tax Lines O Allow Duplicate Tax Registration Numbers
[ Allows Tax Rounding Override ¢ Multiple Jurisdictions &
[ Allaws Override for Calculated Tax Lines

Mass Creation of Jurisdictions

[ Allows Entry of Manual Tax Lines

Tax Accounts Controls

Personalize "Tax Accounts Controls"
The following values control how accounts are defined for this tax.

Tax Accounts Creation Method  Use tax accounts from an existing tax Tax Accounts Source |STATE Q
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You may elect to inherit the tax exemption from the parent of the lowest level with a
source level that is higher. As an example you can inherit the tax exemption source
for a city tax from the county. The inheritance is based on your geographic hierarchy
you created, State, City, County, Zip in TCA and the jurisdiction that has been
created based on this for this address combination.

Tax Accounts Controls

The following values control how accounts are defined for this tax.

Tax Accounts Creation Method Use tax accounts from an existing tax Tax Accounts Source | STATE =

Tax Exceptions/ Exemptions Controls

The following values enable and control how exceptions and exemptions are defined for this tax.
Allow Tax Exceptions Tax Exemptions Source | STATE =
Allow Tax Exemptions
Tax Exemptions Creation Method ~ Use tax exemption from an existing tax ~

Nnfraddie

For example, this data is provided from the service provider that you choose to use
for the tax rates, jurisdiction, and address validation data in the U.S.

Tax Rates and Rules

As mentioned in an earlier part of this chapter there are various ways to capture
information about the latest rates for your tax calculations. In the U.S., where there

is a probability that these rates may change periodically, a service provider (such as
Vertex or Taxware) will provide geographical hierarchy, Tax Jurisdictions, and Rates
for each jurisdiction on a regular basis as long as you have a licensed agreement with
them to provide the data.

In other countries Oracle can be configured to load the initial rates for you at the
country level, and you must keep these up-to-date as and when they change.

Exemptions that have been described in an earlier part of this chapter allow you to
change the tax rate calculated for a transaction for a customer or customer site.

In many cases there are complex rules based on a customer type, location of Bill
To/Ship To, and item/item category that can lead to a reduced tax rate for the
combination of customer/customer site and item/item category.

The capability of creating dynamic rules in E-Business Tax allows you to create
complex derivation to arrive at appropriate tax rates. These can be for transactions in
specific jurisdictions or based on products sold.
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The following is a short list of some of the rule types available when creating a rule:

e Determine place of supply
e Determine recovery rate
e Determine tax applicability

e Determine tax rate

Home I 1ax Configuration | Products I Parties f Transactions | Defaults and Controks ] Frovider Services 1 Advanced Setup Options | Requests ﬁ

Thx Regnies Thxes Tax Statuses T Junsdictions T o Recovery Rates Tax Batas Tax Hubes

General Information Rubs Conditians Rule Results Rule Ovder Rule Sats
Create Tax Rule: Genaral Infermation
Cancel | step1ofs | Next

Configuration Owner  Gloll Configuration Gwner Tax SALES AND USF TAX
Tax Repime Code  SALES AND USE TAX Rule Type Direct Tax Rate Determination

Rule Code MIRULE 1
Mame M1 Rule 1
Cffective From  14-Now-2011
Effective To

& This rule applios ta sl tranesaction:
This rule apphes

raphy Type
raphy Marne

raphy Type US_CITY_ZONE_TYFE_101

= Gecgraphy Mame Ci-DALLAS- Lo

Cancel | step1of 5| Mext

Summary

We reviewed the basics of E-Business Tax and the various new functions that have
been introduced. We also covered briefly the capability of using data elements in
rules to create a configurable product to meet your enterprise tax obligations.

This chapter has given you a high-level idea of how the product works and there
is much more information in the documentation that should be reviewed and
understood before a complex implementation can be successful.

The next chapter covers Oracle Workflow. It was an embedded product when it was
initially released and then morphed into a product that was partly on the server and
partly on your desktop. Workflow allows users to target specific business flows,
accounting representations, and approvals for transactions to be customized to
meet business rules.

The functionality for accounting representation creation is being progressively
moved to SLA with the latest release. But workflow is still being used to progress
transactions in various business flows to the next level and should be in use for

a while.
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Oracle Workflow

Oracle Workflow delivers a complete workflow management system that supports
business process based integration with approvals for transactions. In some

cases, workflow also enables generation of account code combinations as part

of specific processes. Its technology enables modeling, automation, and routing
information according to user-defined business rules. Oracle Workflow automates
and streamlines transaction processes both within and beyond your enterprise;
supporting traditional applications based workflow as well as E-business Suite
integration workflow.

Business processes today involve getting many types of information to multiple
people for approval according to rules that are constantly changing. Oracle
Workflow can route supporting information to each decision maker in a transaction
process, including people both inside and outside your enterprise.

Oracle Workflow lets you define and continuously improve your transaction
processes using a drag-and-drop process designer. This is enabled by an add-on
product called Oracle Workflow Builder that is installed on a desktop and lets
you model sophisticated transaction processes. You can also decide which path to
take based on the result of a stored procedure; you can use the power of Java and
of PL/SQL, the language of the Oracle Database, to express any business rule that
affects a workflow process.

Oracle Workflow extends the reach of business process automation throughout the
enterprise and beyond and lets people receive notifications of items awaiting their
attention via e-mail, and act based on the e-mail responses.

Though Oracle Workflow is still used extensively in E-Business
Suite, Oracle recommends that users migrate to Oracle BPEL
%&,‘ (Business Process Execution Language) Process Manager. You
g can find the reference from the Metalink Note - Oracle Workflow
Cartridge 2.6.X [ID 391546.1].
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Oracle Workflow lets you set up subscriptions to business events which can launch
workflows or enable messages to be propagated from one system to another when
business events occur.

Major features and definitions

Oracle Workflow comes with a basic set of overview components that will be
discussed and listed in the subsequent sections. The following are the major
components that make the product usable and flexible to be a business event handler
that can integrate and help process transactions based on specified business rules.

Oracle Workflow Builder

Oracle Workflow Builder is a graphical tool that lets you create, view, or modify a
transaction process (workflow processes) with simple drag-and-drop operations. The
tool allows you to create and modify all workflow objects, including activities, item
types, and messages. You can operate Oracle Workflow Builder from a desktop PC
or from a disconnected laptop PC.

Workflow engine

The workflow engine embedded in the Oracle Database implements process
definitions at runtime. The Workflow engine monitors workflow states and
coordinates the routing of activities for a process. Changes in workflow state, such as
the completion of a workflow activity, are signaled to the engine via a PL/SQL API
or a Java APL

This embedded engine is not available for Oracle Database

versions 11¢ onwards; the Oracle Workflow product has
’ reached end-of-life.

Business event system

The business event system is an application service that uses the Oracle Advanced
Queuing (AQ) infrastructure to communicate business events within and between
systems. The business event system consists of the Event Manager, which lets you
define and register subscriptions to significant events, and event activities, which let
you model business events within workflow processes.
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Workflow definitions loader

The definitions loader is a utility program that allows users to move workflow
definitions between database instances. You can use it to move workflow definitions
from a development to a production instance. The definitions loader is integrated
into Oracle Workflow Builder, allowing you to open and save workflow definitions
in both the database and locally on a PC.

Complete programmatic extensibility

Oracle Workflow lets you include your own PL/SQL procedures or external
functions as activities in your workflows. Without modifying your application code,
you can have your own program run whenever the Workflow engine detects that
your program's prerequisites are satisfied.

Electronic notifications and mail integration

Oracle Workflow lets you include users in your workflows to handle activities that
cannot be automated, such as approvals for transactions. The workflow notification
system processes e-mail responses from users in a workflow process and takes
appropriate actions, such as approve, reject, and so on.

Electronic mail (e-mail) users can receive notifications of outstanding work items and
can respond to those notifications using their e-mail application of choice.

As an example if a user enters a requisition that requires his manager's approval, an
e-mail will be sent by the workflow process and can process the manager's response.

Monitoring and administration

Workflow administrators and users can view the progress of a work item in a
workflow process by connecting to the workflow monitor using a standard web
browser that supports Java. The workflow monitor displays an annotated view of the
process diagram for a particular instance of a workflow process, so that users can get
a graphical depiction of their work item status.

There are multiple setup configuration steps that need to be performed before you
can start using Oracle Workflow. Luckily, there are very few that are required to use
it as a standard tool. This is assuming that you intend to use default settings as they
are and your enterprise does not require any specific changes/modifications.
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If this is the case then you can start using the workflow system without a lengthy
configuration. These are required and are listed as follows:

e Setting global user preferences: This task is performed by a Database
Administrator who also performs other related tasks required to have Oracle
Workflow operational. Setting up Workflow Directory Services is configured
at the time of installation and is not a support analyst or user driven task.

e Scheduling Workflow Background Processes to run periodically: This is
normally configured by your system administrator and he has the task of
also monitoring if there are any issues with the process on a regular basis.
This enables all the processes to run smoothly and all subscriptions to be
processed in sequence and when they should be.

e Set up Business event system: This is only required if you want to configure
your system to integrate with external systems. All business events
configuration for E-Business Suite products is already preseeded.

Workflow usage

As mentioned previously the workflow system is built to manage process events and
tasks as predefined process flows upon installation of E-Business Suite.

The components, as mentioned earlier in this chapter, features, and definitions all
work together to allow users to view, manage, modify, and track processes as they
occur. The user can review notifications online using a web page or via e-mail and
respond to the notifications, if action is required.

Processes and functions

An event that is transacted by a workflow process uses functions. These are shown
in image in the left-hand panel. You can add additional functions or processes if
they are not available. In many cases, functions are added to provide logic that is not
available within E-Business Suite that addresses your specific business requirements.

There are specific processes that Oracle Workflow has seeded or delivered as a
default when you install Oracle E-Business Suite.

A sample of these workflow processes are listed for reference:

e AP Invoice Approval
e Requisition (Approval)

e FA Account Generator

[274]



Chapter 14

e PO Accrual Account Generator
e Order Fulfillment
e Responsibility Access

As you can see in the previous short list there are processes that cover varied

areas of processing within the E-Business Suite. Some cover account generation
(creating code combinations) based on rules that are inherent (PO Accrual Account
Generator) or some that you can configure (FA Account Generator), others cover
approval processes (Requisition Approval), and others cover simple process steps
(Responsibility Access).

The following is a simple Oracle Order Management line process flow that is not
related to any approval or account (code combination) process.

This workflow is the crucial engine that allows you as a user to enter an order, book
it, schedule a demand, plan (if needed), pick, and ship (fulfill) it to the final customer.

There could be an approval process if needed interspersed within this process

flow but that is not how the default workflow functions. Workflows that process
transactions do not normally have approval logic. However, there are order header
level and line level flows that contain approval functions.

#| Oracle Workflow Builder 2.6.3.5 - [Line Flow - Generic] e =)
. File Edit View Window Help _[&]x

&1a(8] = =] x| 11s] w|==2/8] 2]

Unreserve

Enter - Line Schedule - Line Create Supply - Line Ship - Line, Manual Fulfil - Deferred Fulfill Invoice Interface - Close - Line: End
Line

Beginning with the introduction of Subledger Accounting (SLA) in Release 12, Oracle
is moving towards all account code generation to the subledger accounting product.
This change benefits users by allowing them access to make changes in a forms-
based environment and not having to resort to using the Workflow Builder tool or
using the workflow product to generate accounting entries.

In either case it assumes an in-depth understanding of how the account generation
inherently works and what data components you have to use to drive logic to create
the code combination that you need.
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The following are a few workflow account generators that can be easily transitioned
to SLA user-defined rules:

FA Account Generator (FAFLEXWF)

OM: Generate Cost of Goods Sold Account (OECOGS)
Project Web Employees Account Generator (PAAPWEBX)
PO Requisition Account Generator (POWFRQAG)

PO Account Generator (POWFPOAGQG)

. The names in the parentheses for the previous list are
% the internal names within the system. The reason I show
s~ these here is that in multiple places these are displayed on

Metalink notes and other documentation.

These are just a few examples. There are more and all account generation workflows
should be reviewed prior to use.

Even though this is a book focused towards a functional audience, I would like to
highlight some technical aspects that are important in identifying the processes in
the workflow.

Two important technical notations in a workflow process are briefly described
as follows:

Item Type can be defined as a grouping of items of a particular category that
share the same set of item attributes. Item Type is also used as a high-level
grouping for a process. As an example in the previous screenshot the Item
Type is Order Line Generic.

Item Key is a string that uniquely identifies an instance of an event.
Together, the Item Type, Item Key, and event data fully communicate
what occurred in an event.

Approval workflows

Approvals of documents require a workflow process as well as additional setups that
help build the approval hierarchy. The most common usage is purchase requisition
and purchase order approval.

These two transactions are an initiation of a contract between the organization and a
supplier. These are deemed to need approval for pricing and/or total amount.
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As indicated in Chapter 5, Purchasing there is a task of configuring your approval

groups and approval hierarchies before a requisition (or purchase order) can be
entered, approved, and transacted.
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The approval groups assist in managing account and amount-based routing for
approval. The hierarchy depends on the option you choose, supervisor or position.
You can choose to make changes to the workflow to insert additional approvals,

if needed. This change can be based on specific data elements that are in the
transaction, item, price, and so on.

Some workflows come with a detailed flow. Other seeded workflows are a template
to allow you to create your own workflow process.

Notifications

Oracle Workflow sends notifications to a user, group of users, or an external entity
when the workflow engine executes a notification activity. The notification activity
may designate the role as being responsible for performing an action or may simply
relay process-related information.

To deliver a notification successfully to a role, there are additional configuration
steps that are needed. These would be performed at the time of installation (or later)
by your administrator. In case notifications are delivered via e-mail there are other

related configurations in E-Business Suite and in your system environment that may
be needed.
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You can view a notification using any one of the three interfaces depending on
your role's notification preference setting in the Oracle Workflow directory service.
You can receive an e-mail for each individual notification, receive a single e-mail
summarizing all your notifications, or query the Workflow Notifications web page.
If you choose to receive e-mail, you can also choose the format in which you want
to receive the e-mail messages.

Each notification message can include context-sensitive information about the
process and directions on how to respond to the notification, if a response is
required. The message can also include pointers to Web URLs and references to
Oracle E-Business Suite forms that allow you to get additional information related
to the notification.

As mentioned previously there are multiple ways to review these notifications;
however, as e-mail delivery mechanisms, formats, and choices differ, the E-Business
Suite web page option is used here for clarity.

N Naigstor ™ B Favoriles v Praferences Help Closa Windaw

Hotilications

Entox filler criteria such as Fram, Warkfles Type, Typo Tnternal Hame, Subject
* Indicates required fiedd
Search
From  Orad Applications User - Q
“ status Al -

Workllow Typee DM Negoliation Hiader Q
Type Internal Hame  UENH
Subject
= GentDate AnyTime  +

“ Due Date  Any Time -

= Friority Al -
| Clear '_

Select open | [ Reassign | | Close

Select All | Select None :

Salact From |Type Sant |Dua |end Date
O wrizsz OM Negatiation Header 06-Nov-2011 08-Now- 2011 06-Nov-2011
[ Fatmeik, Sanjam OM Negatiation Header 03-0ct-2011 06-00r-2011 03-0t-2011
[ Smith, Junathan M Negaliation Header P1-Sep-2011 24-Sep-2011 21-Sep-2011
[ Smith, Jonathan OM Nequliation Header 21-Sep-2011 24-Sep-2011 21-Sep-2011
Ll wsam OM Neqaliation Header 06-Sep-2011 09-Sep-2011 Di-Sep-2011
L wsaria DM Nagatintion Headar OE-Sap-7011 Ou-Sep-2011 M-Sap-T011

The previous screenshot is from the general ledger responsibility.

Other E-Business Suite products also allow you to access transactions notifications.
This is true of iProcurement (as with other Self Service Applications).
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The following is a screenshot from the iProcurement responsibility:
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In this case you see the notification including your requisitions that you may have
entered and their status. The home page for iProcurement has multiple panels of
information and notifications are one of them; there are only a few that are shown.

You can choose to go to another tab that has all the notifications that are waiting
for your review and response. You could also choose to click the Full List button
just above your notifications and this launches a screen that shows all your

open notifications.
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In some cases, such as if you are away on vacation, you will not be able to view or
respond to your notifications in a timely manner. Rather than creating a bottleneck
in the workflow process, you can take advantage of vacation rules, also known as
routing rules or automatic notification processing rules, to direct Oracle Workflow
to automatically manage the notifications for you.

The following screenshot shows the screen where you would create such a rule, for
delegating or transferring a workflow process for approval or action to someone else
in your team:

ORACLE" worklow

M Navigator v B Fayorites v Preferences Help Close Window

& > 2
Item Type Notification Rule Response
Vacation Rule:
= Indicates required field
Ttem Type All
Notification All
* Start Date  27-Nov-2011 19:38:45

End Date =]
Message

Gomments will display with each routed nats
® Reassign  A|| Employees and Users ¥ a

Cancel \ Back | Step 3 of3

There is a subtle difference between delegate and transfer.

Delegation is assigning your responsibility to someone else in your team to respond
to requests and act on notifications on your behalf. When you delegate you also
assign your approval limits for the person who is acting on your behalf.

Transferring the notification means transferring a specific notification to someone
else in your team or outside your team to act on the notification as though the
transferee owns the notification.

When the notification is received and you have the authority (or approval limit)
to approve a transaction you see a notification similar to the one in shown in the
following screenshot, which you may act upon:

[280]



Chapter 14

ORACLE' E-Business Suite
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The previous screenshot shows an approval notification for an expense report (in
iExpense). The content may differ based on the transaction that requires approval,
but the buttons for the actions and the functionality are similar across the system.

The notification viewer can also show the process from the transaction. On the
transaction form, a user can choose to view the workflow status. The user will see a
screen similar to the following screenshot that shows the whole flow and the position
where the current activity is waiting for the next action/activity:
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The previous screenshot shows the item name (OEOL) and the process steps that the
flow is progressing through. The green line identifies the position in the flow. In this
case it has progressed beyond the Fulfill task.

Workflow Builder

The following is a process flow screenshot as it appears in the Workflow Builder,
which allows you to make changes to the existing workflow processes.

The following example illustrates the creation of accrual accounting on a
procurement transaction:
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This transaction process workflow is delivered as part of the initial installation
of E-Business Suite. You can change this as needed based on your business
requirements. The changes are made using the workflow builder tool.

The previous screenshot shows a set of functions and process blocks that are routed
based on data within the transaction.

On the left hand panel a list of functions are available for use within this process.
You may add customized functions to manage the routing or behavior of the
process task as needed.

The ability to add functions allows you to extend the application to suit your
business needs with non-invasive extensions that are preserved when any updates
are provided by Oracle.
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If you intend to use a process flow to integrate and work with events from external
systems other than E-Business Suite, you must create a new business event. This is
followed by subscribing to that event. Subscriptions allow the system to invoke code
that is based on the event having a specific outcome.
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You can add processes and functions for use in your own workflows if you need to
define these from the ground up.

If you are intending to use one of the existing business events, the only task you
need to perform is to modify the workflow to process the transaction (or other task)
according to the business rules in your organization.

There are several options to perform this task. They are as follows:

e Use the Oracle provided Workflow as is, with no modifications.

One of the common cases where the seeded workflow is used is for approval
of purchase requisitions.

e Customize or extend the workflow to suit your needs. This task will be
impacted by any updates that Oracle provides relating to this process.

Multiple clients will modify the workflow that creates the account
combinations for accrual and few accounts created in assets. This is
dependent on your business needs.
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e Build a workflow from scratch which can use existing processes blocks
and functions.

The most common case is when you want to integrate your order processing
with external vendors or get specific tasks performed before proceeding to
fulfill the order.

It is recommended that if you want to use a specific event but change the way the
transaction is processed, you may want to create a copy of the workflow provided
by Oracle and make the necessary changes.

Business events

The business event system and manager within the Oracle Workflow product has
not been widely used and most users are sufficiently subsisting with using the
Workflow process modeller and process activity tasks. This is due to the fact that
all business events that are used locally (within Oracle E-Business Suite) are already
in place and the Business Events System is configured to effectively use this for the
E-Business products.

This brief paragraph gives you an overview of what can be accomplished with the
Business event system.

The Event Manager contains a registry of business events, systems, named
communication agents, and subscriptions indicating that an event is significant to
a particular transaction process. Events can be raised locally or received from an
external system. The local system uses Oracle Advanced Queuing to manage these
events and act upon them.

Business events are represented within workflow processes by events. By including
event activities in a workflow process, you can model complex processing or
routing logic.

The uses include:

e System integration messaging hubs: Oracle Workflow with the Business
event system can serve as a messaging hub for complex system integration
scenarios. The Event Manager can be used to hard-wire routing between
systems based on the event and originator.

e Distributed applications messaging: Applications can supply generate and
receive event message handlers for their business entities.
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e Message-based system integration: You can set up subscriptions which cause
messages to be sent from one system to another when business events occur,
using the Event Manager to implement point-to-point messaging integration.

e Business event-based workflow processes: You can develop sophisticated
workflow processes that include advanced routing or processing; including
approvals, based on the content of business events.

¢ Non-invasive customization of packaged applications: Analysts can register
interesting business events for their Internet or intranet applications. Users of
those applications can register subscriptions to those events to trigger custom
code or workflow processes.

An example of a seeded E-Business Suite business event that is used frequently is
the Order Line Workflow. This event builds the steps an order line must go through
from order booking to invoicing. The business event booking the order triggers the
workflow to be initiated.

Summary

In this chapter, we discussed the various components that make up the workflow
product in E-Business Suite. The product enables process tasks, approval
mechanisms, and notifications in such a way that assists you in appropriately
managing your transaction processes with relevant business rules and routings.

Workflow can also be a used instead of alerts, but it is not completely a replacement
for the old Oracle Alerts product. This is one case where there may be a need to
review and add a business event if needed.

In the next chapter, we will learn more about Approval Management Engine (AME),
which is an improvement to creating approval hierarchies on the fly. This is slowly
replacing the current approval hierarchy mechanism in Oracle Purchasing

for requisitions.

In keeping with the focus of this book I have mainly stayed within the realm of the
functional side of the Oracle Workflow product. This chapter does not purport to do
justice to the technical capability of Oracle Workflow.

There is a large body of knowledge available and can easily be accessed in various
publications and on the Internet. A couple of sources I would like to mention here are:

o OAUG Workflow SIG

e The ABCs of Oracle Workflow for E-Business Suite Release 11i and Release 12, by
Karen Brownfield
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Approval Management
Engine (AME)

Approval Management Engine (AME) is a product that was introduced in E-Business
Suite 11i. This was on the persistent request of many users to provide a more flexible
rules engine to manage approvals of transactions in the E-Business Suite software.

Prior to the introduction of this product approval was only possible by creating an
approval hierarchy, job-supervisor relationship or positional. These hierarchies were
driven by Oracle HRMS with data in HR organizations. This led many organizations
to make extensions and modifications (customizations) to enable their approval rules
to be implemented.

Prior to the introduction of AME, approvals were predominantly managed using
standard approval hierarchies (based on HR data) and were built for procurement
transactions. Approval of other transactions was not supported till the introduction
of Oracle Workflow.

The approval hierarchies have been entrenched with most users in the positional or
job-supervisor hierarchy, and these are still in use. AME provides an opportunity
where you can dynamically build hierarchies dependent on the transactional

data elements.

The current framework, approval hierarchies built with the older functionality
(positional or job-supervisor), workflow, notifications, and process flows are still
used. AME adds to this equation, it allows for creation of dynamic and flexible
approval hierarchies based on transaction data.



Approval Management Engine (AME)

The Oracle Workflow product is still used to progress your transaction through
the steps that it needs to be routed through. With AME you can use the transaction
data to create a hierarchy for approval, rather than using the predefined hierarchy.
Oracle Workflow is still used to notify users about approvals, rejections, or just
FYI notifications.

You can describe the functionality of AME as follows:

e Transaction is entered (requiring approval).
e AME creates a hierarchy for approval based on the transaction entered.

As an example based on a specific data within the transaction, say a value
for the department, you may want a specific person to also approve the
transaction or if the transaction is related to a project, then you would like to
have the Project Manager also approve the transaction. You can also use the
positional or job-supervisory hierarchy.

e Use Workflow to progress and route the transaction for approval.
e Notify users/approvers when their action is needed.

e Update the transaction once the transaction is approved.
The Approval Management Engine consists of the following components:

e Transaction type
e Attribute

e Rules

e Condition

e Action

These components function together to provide a robust and effective mechanism that
enables you to implement your business rules for approval of multiple transactions.

Initially only procurement transactions (purchase requisitions and purchase orders)
had the functionality to run through approvals. Starting in Release 11, Oracle
introduced the workflow product that supported approval functionality

for additional transactions.

All of these were disparate hierarchies and had to be defined in each of these
modules separately. This was not efficient. With the introduction of AME (initially
in 11i), the capability now exists to use a single approval hierarchy function and
manage all these transactions.
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Transaction types

There are multiple transactions that can be managed with the Approvals
Management Engine. The following list shows a partial list for reference:

e AP invoice

e AP expense report (iExpense only)

e GLjournals

e Receivable credit memo

e Advanced Global Intercompany System (AGIS)

For a complete list of transactions that support AME please refer to the AME
Implementation Guide (Part No. E13516-04).

% Purchase orders do not and cannot use the AME functionality for
L approvals. Purchase requisitions do use the AME functionality.

You can also create new transaction types that use AME for approvals but these are
considered as customizations.

In the following screenshot the attribute screen of the expense report AME approval
transaction is shown for reference:

ORACLE’ Approvals Management

Return to Dashboard Home Logout Preferences Help Diagnostics

Transaction Type: OIE Expense Reports
Transaction Type  OIE Expense Reports
Application  Payables
Transaction Type Key APEXP
AME Internal-I -223
Item Classes i Config
Hame Order Humber Parallelization Sub-List Mode:
Header 1 Serial Serial
Line Ttem 2z Serial Serial
Cost Center 3 Serial Serial
project 4 Serial Serial
awiard 5 Serial Serial
Transaction Type: OIE Expense Roports
Transaction Type  OIE Expense Reports
Application  Payables
Transaction Type Key AREXP
AME Internal-lD <223
Item Classes ¥ i
T 1-10 v et 10 &
Attribute Static Usage Valse/ Query
ALLOW_DELETING_RULE_GENERATED_APFROVERS Static false
ALLOW_REQUESTOR_APFROVAL Static falza
AT_LEAST_ONE_RULE_MUST_AFFLY Static falsa
EFFECTIVE_RULE_DATE Static
EVALUATE_PRIORITIES_PER_ITEM Static false
REJECTION_RESPONSE Static Stap all processing
REPEAT_SUBSTITUTIONS Static false
USE_RESTRICTIVE_ITEM_EVALUATION Static false
USE_WORKFLOW Static true
VIORKFLOW_ITEM_VEY Dynamic select report_header_id from ap_expense_repart_headers_all where report_header_id
= stransachonld
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Item classes

Item classes are important components in AME as they uniquely identify a set
attribute of a transaction, such as the line item cost, or line item cost centre. They
can then be used in a rule to drive your business process for approvals using
transaction values.

Item classes specify the data element that is part of a rule in building a hierarchy. These
can be added to a transaction as needed to manage your business requirements.

An Item class can have multiple items within it to be used in the approval hierarchy
building process. An Item can be used to identify a specific line or an identifying
factor for that data element.

Attributes

Attributes are variables in a transaction with a single value. These can be used in
a rule to manage how AME builds an approval hierarchy for the transaction or
transaction line.

The transaction header has a specific item class and has attributes that identify
the transaction. As an example, for a purchase order the header can contain the
following attributes that identify the PO in a rule:

e PO number

e Supplier

¢ PO amount

In a similar manner there are other attributes that you can use on the lines of a
transaction to be used in rules more specifically.

Attributes are generally shared across all transactions that are used (or will be used)
in AME. As an example, an attribute called TRANSACT ION_AMOUNT can be used across
all transactions used in AME. It will have the same properties regardless of which
transaction that it is used for.

Shared attributes are a big benefit of AME because they allow you to be consistent in
your rule definitions across business processes.

There are two major ways to use an attribute:

e Static

¢ Dynamic
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A static attribute is used with a given value. It is used at runtime with that value
which will not change.

It is reasonable to assign a static type of an attribute to mandatory attributes so that
they are always assigned and have a value. This ensures that as part of the rule being
evaluated the attributes that are required will always be available.

Dynamic attributes are normally used in non-mandatory attributes. These identify
specific data from the transaction that are used to create the rule and used as a
component in building the hierarchy.

This does not mean that a dynamic attribute cannot be used

for mandatory attributes; it is only recommended that you
= use static ones. This ensures there is always a value for a

mandatory attribute.

This is efficient because you can now use this value to drive your approval rules
and even your approval hierarchy if needed. Based on this dynamic attribute and
its value the generalized approval rules are now more flexible and can be changed
depending on the transactions that need to be approved.

Approval rules

Approval rules are constructed using conditions and actions. An approval rule
has the task of replicating your business requirement in a rule form using item
classes, item attributes, conditions, and resultant actions to generate an approval
(or rejection). This will also update the transaction with an action response.

The action could be to update the transaction as approved!

In procurement prior to the introduction of AME, the approval groups and approval
assignments that you created were static and worked on the basis of the following
simple rules:

e Accounting Flexfield value
e Transaction amount
These two were framed against the hierarchy (positional or job-supervisor) that

HRMS maintains to approve your transaction against multiple levels until a
position or level had the appropriate authority.

The workflow engine is used to progress the transaction to the next level. The
notification functionality notifies approvers (in the hierarchy) about a transaction
requiring their action.
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All this changes with AME because any of these attributes used in the previous
example as the attribute of the Accounting Flexfield value and the transaction
amount can be used to change the hierarchy that approves the transaction.

This allows the introduction of an additional level (or multiple levels) of authority
to a transaction based on what it is used for (account) and how much it costs
(transaction amount).

You can also have subitems (line level attributes) to take the rules to a more granular
level for specific transactions.

Conditions

Conditions are used to build a rule and expand your business logic within an
approval activity. You use conditions to evaluate your transactions and decide
on the routing to manage for approving the transactions.

When conditions are evaluated, tasks can be assigned based on the evaluated results.

Once the conditions are met within your rule, you choose to act upon the results
based on the actions that you create. One action might be approving the transaction.
Another could be to reject it.

There are two types of conditions:

e Regular

e List modifiers

Regular conditions are pure expressions of a value that is matched against a
transaction attribute. As an example:

e PO Amount > 500?
e PO for a specific supplier?
e PO an expense PO?

In this case the conditions are ordinary and can be evaluated simply for a yes or no
situation. Then you could have exceptions to these conditions, and exceptions can
only be used in exception rules, which are an override of the rule.

As an example:

e PO for a specific Supplier? But is also an expense PO

e PO Amount > 500? But is also for a specific Item/Item Category
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These flexibilities make the rules engine very conducive in creating complex business
scenarios into rules so that these can appropriately manage approvals as you
want them.

RACLE' Approvals Management

Transaction Type: OIE Expense Reports Return to Dashboard Home Logout Preferences Help Diagnostics
Rules | Test Workbench | Setup
Aftributes | Conditions | Action Types | Approver Groups
Conditi

Regular | List Modifiers

Search

TemcClass Al v
Condition Type Al v
Attribute

@I © Previous 15+ Next5 ®
Condition = Item Class \Condition Type Update Delete
EXPENSE LINE AMOUNT is greater than or equal to 500.USD Line Item Crdinary 2 @
EXPENSE REPORT TOTAL is greater than 5000 and less than 25000,USD Header .Drdmary JP @
EXPENSE REPORT TOTAL is greater than or egual to 25000.USD Header Crdinary Vi |
EXPENSE REPORT TOTAL is less than or equal to 5000,USD Header .Drd\'nary Vd @
LINE COST CENTER in (420, 421, 422, 430, 440) Line Item Ordinary j m

The other type of condition is list creation. This is where based on an attribute
value you need to perform a certain action to include additional people in the
approval chain.

The following figure shows an example of each of these types of conditions for a
better understanding;:

Types of Conditions

v v |

If cost center is A and discount is greater than 5 percent, Ordinary/Exception
then require approval from 2 supervisors Conditions

List Modification

If approver is John Doe, then substitute with Smith Joe "
Conditions

?
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Conditions such as attributes are shared across any transaction process that uses the
attributes that the condition references. This allows you to generate conditions and
rules that can be used across all such transactions where the attributes are similar.
This ensures that there is a commonality in the approval rules across the enterprise.

Actions

The previous sections discussed the specifics of how you build a rule, use an existing
attribute, evaluate conditions and then perform an action. This action is the result of
a condition having been satisfied in your rule and progresses the approval process
to the next step.

The action can be either to modify the approval process, or set the approval process
to have a number of levels of approval.

One of the actions that you have within AME states that you need approval up to
two (2) levels.

An HR hierarchy exists that can be used; and you have a supervisor for the initiator
of the transaction, and the supervisor's supervisor. In this case you already have a
chain of authority. Using this existing hierarchy AME progresses (using workflow)
the transaction for a maximum of four levels of approval.

ORACLE. Approvals Management
Transaction Type: OIE Expense Reports

Retumn to Dashboard Home Logout Preferences Help Diagnostics

Rules | Test Workbench | Setup
Rules >
Update Rule: Expense Report => §25,000

* Indicates required field Cancel

Ttem Class Header * Start Date  07/11/2005
Rule Type List Creation (=xampl=: 12/17/2011

" Name  Epense Report => $25,000 - = EndDate  12/31/4712

&l @&

Category  Approver -
1+] Other Instances of this Rule

Conditions

Add Condition

Condition Condition Type Ttem Class Remove
EXPENSE_REPORT_TOTAL is greater than or equal to 25000,USD Ordinary Header 4

Actions

Add Action
Action Type *Action Remove
Supervisory level Require approvals up to the first two superiors. =

The other action type is a chain of authority approval. This means that you can
create a group of approvers that will require to approve the transaction. The group is
defined as part of your AME implementation and configured to include certain sets
of users. These can be used in conjunction with your existing HRMS hierarchy.
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ORACLE' Approvals Management

Transaction Type: OIF Expense Reports Return to Dashboard Home Logout Preferences Help Diagnostics

Rules | Test Workbench | Setup
Rules >
Update Rule: Expense Report => $25,000

= Indicates required field Cancel | | Apply

Ttem Class H‘Eader ) * Start Date  07/11/2005
Rule Type List Creation {exmpl

" Name  Expense Report => $25,000 s =EndDate  12/31/4712

Category  Approver -

1+ Other Instances of this Rule

Conditions

Add Condition
Condition ‘Condition Type Item Class Remove
EXPENSE_REPORT_TOTAL is greater than or equal to 25000,USD Ordinary Header &
TRANSACTION_SET_OF_BOOKS_ID is equal to 62 Ordinary Header B

Actions

Add Action
Action Type =Action Remove
Supervisary level Require approvals up ta the first two superiors. El
approval-group chain of authority Require approval from Operations CEQ &

The previous screenshot displays multiple conditions. This example shows you
how conditions may be joined creating a complex rule with multiple actions. This
capability enables you to use the AME engine for managing additional approvers
based on the transactional values.

This functionality provides users with a long awaited requirement to use an
approval manager/engine that is truly user friendly and mitigates the need for
continuous assistance from technical resources.

This truly puts the reins in the hands of the business user who is the direct user and
provider of these rules.

Action types
Action types allow you to modify the way approvals are managed. The different
elements of action types that allow this functionality are as follows:
e Order number
e Ordering mode
e Voting method
Order number defines how the notifications are sent to the approvers for their

action. This identifies the sequence in which the notification for action is sent
to each approver.
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Ordering mode defines how it is sent— either serially — one after the other, or in
parallel. If you choose to send in serial mode then each notification is sent after the
previous one has been acted upon. In parallel mode all notifications are sent to all
approvers simultaneously.

The capability to choose a voting method is an interesting component. The serial
voting method depicts the normal process of approval notification and action, one
after the other. The parallel option allows a consensus, which means all approvers
have to approve and only then is the transaction approved.

You can also choose one of the other options, First Responder Wins. Then any

one of the approvers can approve the transaction if they are the first to act on the
notification. Another option is available that allows anyone in the chain of command
to be able to approve the transaction.

Business Analyst Dashboard

The portal for a business user is called the Business Analysts Dashboard and is a
launching pad for creating rules, conditions, actions, and test plans. One of the more
important and unique functionalities that has been introduced is the capability to
perform a test on a rule you have created and see the result of what would happen
if a transaction was run through the engine.

ORACLE’ Aapprovals Management
Diagnostics Home Logout Preferences Help

Business Analyst Dashboard pp! Process Setup
This table displays the transaction types in the order you accessed them. 1. Select the transaction type pe
Transaction Types OIE Expense Reports Q Q,

2. Define the components

2 Pray - - 15
= Fraviads | 1-5 Heas @ Appravals Management uses thase hese

Name Application Rules  Test components within the approval rules. al rules.
OIE Expense Reparts Payables B B Altributes
{ Define attributes to fetch business facts 1ess facts
Burchase Requisition Approval Purchasing (=] Er for a specific transaction.
y pos T Conditions
Payables Invoice Approval Payables = e
= ¥ E & Define conditions to evaluate attributes attributes
CE Bank Aceount Signing Authority Approval Cash Management =] Br within rules. If all conditions in a rule are 1 a rule are
true then the rule is active for the the
AMW Audit Procedure Approval Internal Controls Manager El D transaction.
Action Types
— Enable action types to specify the action to the action to
i+ Recently Updated Rules take if a rule is active for a transaction.  insaction.
Approver Groups
i# Future Active Rules Define approver groups to contain itain
approvers who are usually members of  imbers of
- peer groups such as payroll or expenses - expenses
{# Future Inactive Rules department.

3. Define the approval rules i
Approval Rules determine the approvers — approvers
or FYI notification recipients required for a 2quired for a
business transaction.
Rules

4. Test Workbench
Define test cases or test real transactions ransactions
to verify the approval setup, rulesand  ules and
assaciated approvers.
Test Workbench
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The previous screenshot is the Business Analyst Dashboard that allows you to
review and prepare rules for specific transactions.

The panel on the left-hand side shows the transactions that are supported by AME
to manage approvals.

The AME engine has seeded transaction types, attributes, and

rules. Additional configuration is needed for enabling specific
s
products to use AME.

As an example in iProcurement, requisitions are by default set to use AME for
approval. You need to change this to use the standard approval if you do not
want to use AME.

On the right-hand panel the following options are available to a user:

e Attributes
¢ Conditions
e Actions
e Action Types
e Approver Groups
The previous data elements are defined for a specific transaction. You choose

the transaction that you want to work with and then make a choice on the
right-hand panel.

Capability also exists to utilize real transaction data to run through the engine and
verify/review the results of the rule and the actions using the dashboard and
test framework.
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Once you have reviewed the seeded ones or created new components you may
choose the test workbench to test how your rule would work with sample data. You
can create test transactions on AME's test workbench, or real transactions in the
integrating application. You can store the simulated and the real transaction

test cases for future reference.

Business Analyst D

This table displays the transaction types in the order you accessed them.
Transaction Types

Personalize "Transaction Types"
Personalize "Transaction Types Tabla"

No results found.

i+ Future Active Rules

[+l Future Inactive Rules

< Pravious | 1-5 leexS ®

pp! Process Setup
Personalize Table Layout: (
1. Select the transaction type

2. Define the components
Approvals Management uses these
components within the approval rules.

Name Application Rules Test Attributes
Payables =] B Define attributes to fetch business facts
for a specific transaction.
Payables =] By Conditions
- Define conditions to evaluate attributes
[fead= Management & & vithin rules, T all condtions in a rule are
Trade Management = & true then the rule is active for the
—~ transaction.
Furchasing E] B Action Types
Enable action types to specify the action
to take if a rule is active for a transaction.
=l Recently Updated Rules Approver Groups
Define approver groups to contain
This table displays the rules whose definition and usages has changed. approvers who are usually members of
Since number of days 30 [ 6o peer groups such as payroll or expensas
Personalize "Recently Updated Rules Table" department.
Name Rule Type Transaction Type Action Date User Update 3. Define the approval rules

Approval Rules determine the approvers
or FYI notification recipients required for
a business transaction.

Rules

4. Test Workbench
Define test cases or test real transactions
o verify the approval setup, rules and
associated approvers.
Test Workbench

Quick Links.

» Configuration Variables
- Sotun Ranart

The test workbench displays a list of previously defined test cases. You can copy
a test case, and have many variations on a standard transaction. This enables you
to exhaustively test your approval setup. When defining or updating a test case,
you can supply values for the attributes of interest. For the test case, it is possible
to define header values and if appropriate create detail lines in order to mimic an
invoice for example.

The test workbench enables you to check for item level, approver level, and
transaction level productions. For reviewing and testing, you can see the various
stages of the approver list.

Summary

We discussed how Oracle Approval Management Engine allows flexible use
of conditions and rules to manage all your approval needs within the Oracle
E-Business Suite.
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about 295

ordering mode 296

order number 295

voting method 296
Add to Asset option 155, 156
Adjusted Current Earnings (ACE) 164

adjustments only option, secondary ledger

36
adjustment transaction 224
administrative security 26
ADR 74

Advanced Global Intercompany System. See

AGIS
Advanced Shipment Notices (ASN)
functionality 119, 203
AGIS
about 57, 289
benefits 57
security, defining 58
aliases 21
AMB 73
AME approvals engine 106
amount type option 62
AP/AR Netting feature
about 144-146, 236
configurations 237
AP expense report 289
AP invoice 289
application object library (AOL) 13
application security
about 24
administrative security 26
core security 25, 26
approval group 106



Approval Management Engine (AME)
about 131, 287
components 288
functions 288
Approval Management Engine (AME),
components
about 288
action 288, 294, 295
action types 295, 296
attribute 288, 290
condition 288, 292, 293
item classes 290
rules 288, 291
transaction type 288, 289
approval rules 291
approvals
about 105, 136, 220, 221
managing 131
workflow notifications 107, 108
Approvals Management Engine (AME) 105,
107
approval workflows 276, 277
approve button 42,43
AP Trial Balance report 76
ASM
about 33, 34, 75
adjustments only option 36, 37
balance option 36, 37
E-Business Suite 36
journal option 36, 37
ledger, configuring 36
ledger, defining 36
ledger, tasks 35
legal addresses 34
legal entity address, defining 34
legal entity, defining 34
legal entity, need for 35
reporting ledger 37
reporting ledger, maintaining 37
subledger option 36, 37
Assemble to Order (ATO) 207
Asset Books
about 151
types 151
Asset Books, types
Budget 151
Corporate 151, 163, 164

Tax 151, 163, 164
asset categories 152
asset impairments 160
asset key flexfield 149
assets

about 147

transferring 159
assets, types

intangible 147

tangible 147
attributes

about 288, 290

types 290
attributes, types

about 290

dynamic 291

static 291
authorization 189
autocopy batch button 41, 42
autocopy button 43
Autolnvoice 219, 220, 232
automatic debit memo 132
automatic receipts 229-231
automation rules 251-253
Auto-Reconciliation feature 174

B

Back to Back order process
about 202
steps 203
BAI2 174
balance control option 60
balance option, secondary ledger 36
balances 47
balancing segment 19
bank account balances
managing 176
bank accounts 171
bank balance
managing 187, 188
bank balance management 187, 188
Bank Reconciliation
about 170,173, 187
bank transaction codes 174
open interface 174
bank setups 170,171
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bank transaction codes 174
basic tax configuration 256
benefits, Bill Presentment Architecture
(BPA) 236
Bill Presentment Architecture (BPA)
about 236
benefits 236
Bills Receivable functionality 226
BI Publisher 76, 236
Blanket Purchase Agreements (BPA) 116
Blanket Releases 116
BPEL 271
Budget Book 151
budgeting
about 50
values maintaining, rollup groups used 50
values maintaining, summary accounts
used 50
Business Analysts Dashboard 296-298
business event system
about 272, 284
benefits 284, 285
business event system, benefits
business event-based workflow processes
285
distributed applications messaging 284
message-based system integration 285
non-invasive customization of packaged
applications 285
system integration messaging hubs 284
Business Group 84
business process flows, Oracle E-Business
Suite
Order to Cash (02C) 10
Procure to Pay (P2P) 10
buyer 113

C

calendars 151

capital budgeting 166

Capital Cost Allowance (CCA) 166
Capital-in-Process. See CIP
Capital Purchases 108

cash flows 178

cash forecasting 170, 174, 175

cash forecast specifications 174

cash inflow 174
cash levelling 177
cash management
about 169,170
bank setups 171
configuration 170
integrating, with payables 172,173
integrating, with payroll 173
integrating, with receivables 172
integrating, with treasury 173
cash management integration 172
cash outflow 175
cash positioning 176
cash transactions
about 177
transfers 177
category 89
category flexfield 149
change currency button 42
change period button 42
change sign on variance option 61
change sign option 61
chargebacks
about 232
managing 232
Chart of Accounts feature 10
check funds button 42
checklist 248, 249
CIP 148-160
CIP assets 160
CIP Clearing Account 153
columns, FSG
amount type option 62
control value option 62
currency option 62
offset option 62
Column Total. See CT option
commitment transactions 224
comprehensive accounting, accounting
policy management 71
conditions
about 288, 292
types 292
conditions, types
about 292
list creation 293
regular 292

[301]




configuration RE (Row Expand) option 62

for order capture functionality 206 RT (Row Total) option 62
configuration, for order capture functional-  Context Field 14
ity Contract Purchase Agreements 117
account generator 206 control accounts, SLA controls 71
credit checking rules 206 controls, SLA
order types 206 about 69
pick and ship rules 206 control account 71
process constraints 206 online accounting 69, 70
system parameters 206 preview accounting 70
workflow 206 streamlined accounting 71
configuration options, E-Business Tax 215 control value option 62
configuration options, iReceivables 214 conversion 52
configurations, E-Business Tax core requisitions 110, 111
basic tax configuration 256 Core Security 25, 26
country default controls 256 Corporate Book 151, 163, 164
fiscal classification 256 Cost Manager 96
legal entity 260 Cost of Goods Sold (COGS) 209, 210
operating units 262 country default controls 256
party tax profiles 256, 261, 262 create accounting 31
self-assessment 261 credit balances 198
tax exemptions 256 credit card payment 231
tax jurisdiction 256 credit checking 244
TCA classifications 263 credit checking rules 206
configuration steps, Oracle Assets credit check rules
about 148 about 241-243
Asset Books 151 pre-calculated exposure 243
calendars 151 credit checks 244, 245
flexfields 149 credit data point 250, 251
system controls 150 Credit Management
Configure to Order (CTO) 207 about 239, 246
configuring automation rules 251-253
Oracle Payments 138, 139 checklist 248, 249
Payables 127 credit checking 244, 245
flexfields 17, 18 credit check rules 241-243
consolidation customer data, managing 247
about 53 data points 250, 251
account rules 55 payment terms 240, 241
across multiple ledgers 54, 55 scoring models 248, 249
segment rules 55 workflow process 246, 247
within E-Business suite 54 credit memos 223, 289
content sets, FSG credit recommendations 251
CT (Column Total) option 62 Cross-validation rules. See CV rules
N (No Override) option 62 CT option 62
PE Report Expand 62 currency option 62
PT Report Total 63 currency rates manager 53
RB (Row Both) option 62 customer addresses (sites) 198

[302]



customer data
managing 247
customer profiles 196, 197
customers
about 196
creating 196
managing, in Oracle Receivables 221
profiles 196, 197
CV rules 21

D

data access sets
about 39
and ledger sets 38
data elements, E-Business Tax
trade 257
trading partners 257
transactions 257
Data Quality Management (DQM) 248
data security 25
Date Placed in Service (DPIS) 160, 163
deal 182
debit memo 221-223
debit memo reversals 229
delegated administration 26
dependent value set 17
depreciation 164, 165
Descriptive Flexfields (DFF)
about 14, 77, 217

using, with Accounting Flexfield segment

qualifiers 20

versus Key Flexfields (KFF) 14
Direct Procurement 108
discounts

about 233

earned discounts 233

partial payments discounts 234

tiered discounts 234

unearned discounts 233
display option 60
display row option 60
display zero option 60
document printing 235, 236

draft accounting. See preview accounting,

SLA controls

drop-ship orders

about 203

steps 203
Dun & Bradstreet (D&B) 240
dynamic attributes 291

E

earned discounts 233
EBiz Suite R12 8
EBTax. See E-Business Tax
E-Business Suite
budgeting 50
consolidation 54
intercompany transactions 56
legal entity 34
mass allocations journals 44
multi-currency 51
sequences 80
sources 75
supporting references 76
E-Business Suite 11i 287
E-Business Tax
about 214, 255
configuration 258, 260
configuration options 215
data elements 257
migrated data, managing 264
overview 255-257
tax content service providers 265
tax exemptions 266, 268
tax rates 268
tax rules 268
third-party tax profiles 266
using 266
EDIFACT 174
EDI transactions 204
Electronic Funds Transfer (EFT) 126
enterprise 147
Enterprise Resource Planning. See ERP
equity
about 186
need for 186
ERP
about 8
and Oracle E-Business Suite (EBS) 8, 9
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exchange rates, types
corporate 51
spot 52
user 51
expense category accounts 111, 112
expense report 128, 131
Express Receipt functionality 119

F

factor option 60

FCC 166

features, Oracle Workflow
administration 273, 274

complete programmatic extensibility 273

electronic notifications 273
mail integration 273
monitoring 273, 274
FERC 166
FICO score 248
financial reporting
about 59
columns 62
content sets 62
report manager 63
row definition 60, 61
row order 63

Financial Statement Generator. See FSG
Financial Statement Generator reports. See

FSG reports
Finished Goods (FGI) 97
First Party Legal Entity 256
fiscal classification 256
fixed assets 148
flexfields

about 149
additional information 19
aliases 21
configuring 17,18
CV rules 21
dynamic inserts, allowing 20
fundamentals 14
security rules 21
types 149, 150
flexfield structure 17
flexfields, types
about 149

asset key 149

category 149

location 150
foreign exchange deals 184
format option 60
FSG 47,59
FSG reports 33
Fulfilment Sets functionality 210
Funds Capture functionality 138
future dated transactions 156

G

GAATP rules 18,164
General Ledger. See GL
generic models 248
GL
about 7,11,12, 31, 67
transactions 32
GL Date. See Accounting Date
GL_INTERFACE 80
GL journals 289
Global Blanket Agreements 116
Globalization Flexfields 16

Government Reporting Legal Entity (GRE)

21
group depreciation feature 166

H

hedging 187

Help link 30

hold management 135
HR tables 260
Hybrid 207

HZ tables 260

iExpense

about 129, 130

approvals, managing 131
independent type value sets 17
Indirect Procurement 108
inquiry, ledger sets 39
intangible assets

about 147

copyrights 147
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goodwill 147
patents 147
trademarks 147
inter-company funding 184-186
intercompany transactions
about 57
managing, ways 56
inventory 83
inventory management
about 83
transaction configuration 94, 95
transaction processing 97-100
transactions 94
inventory organizations 86, 87
Investment Tax Credits (ITC) 164
invoice 131, 221-223
invoice data 133
Invoice Summary Level functionality 126
invoicing
about 131
approvals 136
automatic debit memo 132
expense report 131
hold management 135
Pay on Receipt functionality 132
procurement card transactions 135
iProcurement 109
iReceivables
about 214
configuration options 214
iSupplier Portal 105
item attributes 91-94
item categories 89, 90
item classes 290
Item Flexfield 89
Item Orderability 206
items
about 89,194,195
status controls 90, 91

J

Java API 272
JED 74
JLD 74
JLT 74

journal entries

about 40, 184

account inquiry 45, 46

approve button 42, 43

autocopy batch button 41, 42

autocopy button 43

category 41

change currency button 42

change period button 42

check funds button 42

description 41

elimination, journal transaction 43

journals button 41

line drilldown button 42

mass allocation, journal transaction 43

mass allocations journals 44

monetary journal 41

new batch button 43

new journal button 43

non-monetary transactions, characteristics
41

period 41

post button 41-43

posting 45

recurring, journal transaction 43

reserve funds button 42

reverse batch button 41-43

review batch button 43

review journal button 43

single/manual, journal transaction 43

T_Accounts button 42

tax batch button 41-43

view results button 42

Journal Entry Actions

accounting entries, managing 189, 190

Journal Entry Actions screen 184
Journal Entry Description. See JED
Journal Line Definition. See JLD
Journal Line Type. See JLT

journal option, secondary ledger 36
journals button 41

K

Key Flexfields (KFF)

about 14




examples 16
versus Descriptive Flexfields 14

L

ledger sets

about 39

and data access sets 38

tasks 39
ledger sets, tasks

inquiry 39

open and close periods 39

reporting 39

translation and revaluation 39
legal addresses 34
Legal Entity 10, 34, 85, 260
level of detail option 60
limits 182
line drilldown button 42
line number option 60
list creation condition 293
List of Values (LoV) 15
location flexfield

about 150

examples 150
lockbox processing 233

mass additions
about 153, 154
Add to Asset option 155, 156
future dated transactions 156
Merge button 154
post mass additions 156, 157
Split option 155

Mass Additions Create program 153

Mass Additions Prepare 153
mass addition transactions
statuses 157

mass addition transactions, statuses

about 157

COST ADJUSTMENT 157
DELETE 157

NEW 157

ON-HOLD 157
POST 157
mass allocations journals
A*B/ C, formula 44 44
mass transactions
about 162
tasks 162
material transaction manager 96
Material Transactions 96
Merge button 154
migrated data
managing 264
miscellaneous receipts 227, 229
modules, Multiple Organization Access
Control (MOAC)
Oracle Cash Management 22
Oracle Order Management 22
Oracle Payables 22
Oracle Purchasing 22
Oracle Receivables 22
Oracle Release Management 22
Oracle Shipping Execution 22
money market deals
about 184
inter-company funding 184-186
Move Transaction 96
MRC 32
multi-currency
about 51
conversion 52
currency rates manager 53
exchange rates 51
revaluation 52
translation 52
multiple ledgers, consolidation 54, 55
Multiple Organization Access Control
(MOACQ)
about 22,24, 85
modules 22
multiple procurement activities
about 108
direct procurement 108
indirect procurement 108
Multiple Reporting Currencies. See MRC
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N

navigation

within Oracle E-Business Suite, with focus
on Release 12 26-30

Navigator link 30

new batch button 43

new journal button 43

non-monetary transactions, journal entries
characteristics 41

No Override. See N option

N option 62

notes receivable 231

notifications, Oracle Workflow 277-282

(0

OAUG 28
offset option 62
online accounting, SLA controls 69, 70
open and close periods, ledger sets 39
open balances listing 76
open interface 174
operating unit (OU) 22, 24, 85, 262
Oracle Advanced Collections
about 234
benefits 234
configuration steps 235
Oracle Advanced Queuing (AQ) 272
Oracle Approvals Management Engine
(AME) 9
Oracle Assets
accounting 167, 168
configuration steps 148
depreciation 164, 165
other transactions 162
transactions 153
Oracle Cash Management 12
Oracle Cost Management 101
Oracle E-Business Suite
about 7
and ERP 8,9
business process flows 10
integration and process flows 10
organizations 84-88

processes 10
system entities 21
Oracle E-Business Tax 9
Oracle ERP Application 7
Oracle Financial products 8
Oracle Financials applications 9
Oracle Financials suite
products, for integration 9
Oracle General Ledger. See GL
Oracle HRMS 287
Oracle Inventory 11,12
Oracle Order Management 11
Oracle Payables 170
Oracle Payables/iExpenses 12
Oracle Payments
about 137,138
configuring 138, 139
Oracle Projects 213
Oracle Purchasing/iProcurement 12
Oracle Receivables
about 213
configuration options 217
customers, managing 221
transactions 221, 222
Oracle Receivables, configuration options
about 217
approvals 220, 221
Autolnvoice 219, 220
Descriptive flexfields (DFF's) 217
remit to address 218
system options 217
Oracle Receivables/iReceivables 11
Oracle Receivables, transaction
adjustment transaction 224
Bills Receivable functionality 226
commitment transactions 224
credit memos 223
debit memo 222, 223
invoice 222,223
revenue management 225
Oracle Treasury
about 181
activities, managing with configuration op-
tions 181-183
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Oracle User Management 24
Oracle Web ADI. See Web ADI
Oracle Workflow
about 9, 271
approvals 276, 277
components 272
features 273
functions 274-276
notifications 277-282
overview 271
processes 274-276
uses 274
Oracle Workflow Builder 271, 272
order actions 207, 208
order capture 200-202
order entry 200-202
order form booking, to invoicing
steps 209
Order Import 204
Order Management
about 193, 213
overview 193,194
Order to Cash (02C)
about 8,10, 11
Oracle Cash Management 12
Oracle General Ledger 11
Oracle Inventory 11
Oracle Order Management 11
Oracle Receivables/iReceivables 11
organizations
about 21, 84-88
fundamentals 21-24

P

parent values 47
partial payments discounts 234
party tax profiles 256
Payables
configuring 127
expense report, creating 128
specific supplier considerations 125-127
transactions 128, 129
Payables integration
with cash management 172,173
Payables module 125

payment batches 142-144
Payment Process Profiles 139, 140
payment terms 240, 241
payment transactions 141
Pay on Receipt functionality 132
Payroll integration
with cash management 173
people, as assets 147
percent of row option 61
PE Report Expand 62
Periodic Mass Copy program 164
pick and ship rules 206
picking 208
Pick to Order (PTO) Item (Kit) 207
Pick to Order (PTO) Model 207
Planned Purchase Orders 117
PL/SQL API 272
post button 41-43
posting 45
post mass additions 156
Post QuickCash 233
PPE 148
pre-calculated credit exposure data
building 243
Pre-Calculated Exposure 243
prepayment functionality 232
preview accounting, SLA controls 70
price lists 199
primary ledger 32
procurement
about 103
processes 103
procurement card transactions 135
Procure to Pay (P2P)
about 8,10, 12
Oracle Cash Management 12
Oracle General Ledger 12
Oracle Inventory 12
Oracle Payables/iExpenses 12
Oracle Purchasing/iProcurement 12
profile options, SLA
about 80
disable journal import 80
Initial Date for Historical Upgrade profile
option 80
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property, plant, and equipment. See PPE
PT Report Total 63
punchouts 110
purchase order (PO)
about 113
types 116,117
purchase order (PO), types
Blanket Purchase Agreements (BPA) 116
Blanket Releases 116
Contract Purchase Agreements 117
Global Blanket Agreements 116
Planned Purchase Orders 117
Scheduled Releases 117
Standard Purchase Orders 116
purchase order transactions 116-118
purchase requisitions 289
purchasing agent. See buyer
purchasing options
configuring 114, 115

Q

quick and manual payments
processing 144
QuickCash 233

R

Raw Materials (RAW) 97
RBAC 26
RB option 62
receipt classes 227
receipt reversals
about 228
debit memo reversals 229
standard reversals 228
Receipt Routing 120
receipts 227
receipt transactions
importing 233
Receivables integration
with cash management 172
receiving function 119
receiving options
configuring 120
receiving transactions 121, 122

refunds 144
regular conditions 292
remit-to address
creating 218
RE option 62
replacement account. See streamlined ac-
counting, SLA controls
reporting currencies
versus translation 38
reporting ledger
about 38
maintaining 37
reporting, ledger sets 39
reporting sequence
about 80
accounting sequence 80
report manager, FSG 63
Request for Quotation (RFQ)
about 112
creating 112,113
requisitions
about 108
creating 110, 111
expense category accounts 111, 112
iProcurement 109, 110
reserve funds button 42
Resource Cost Transactions 96
responsibility 27
retirement transaction 161
Return Material Authorization (RMA) 95,
122, 205
Return to Supplier (RTS) functionality 132
revaluation 52
Revenue Management 225
reverse batch button 41, 43
review batch button 43
review journal button 43
RMA Receipt Routing 120
Role Based Access Control. See RBAC
rollup groups
about 48, 49
used, for maintaining budget values 50
Row Both. See RB option
row definition, FSG
about 60
balance control option 60
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change sign on variance option 61
change sign option 61
display option 60
display row option 60
display zero option 60
factor option 60
format option 60
level of detail option 60
line number option 60
percent of row option 61
row name option 61
Row Expand. See RE option
row name option 61
row order, FSG 63
Row Total. See RT option
RT option 62
rules 288

S

sales agreement 204
salespersons 199
Scheduled Releases 117
scoring model
about 248
example 249
secondary ledger 32, 33
security rules 21
segment 17
segment qualifiers, Accounting Flexfield
(AFF)
about 19
balancing segment 19
cost center segment 19
intercompany segment 19
management segment 19
natural account segment 19
secondary tracking segment 19
segment rules, consolidation 55
about 55
Assign Value 55
Copy Value From 55
Use Rollup Rules from 55
self-assessed tax 261
sequences
accounting sequence 80
reporting sequence 80

Service Contracts 213
settlement
about 188
transaction validation 188, 189
shared entites
about 13
with corresponding product owner 13
shipping
steps 208
shipping execution
about 208
setting up 208
Ship Sets functionality 210
shopping lists 110
short tax years 159
sites 198
SLA
about 67
accounting policy management 68
advantages 68, 69
controls 68
example 68
other functions 69
profile options 80
SLA controls. See controls, SLA
SLAM 73 74
SLA, other functions
accounting reports 77
account inquiry 79
configuration 75
open balances listing 76
reporting sequence 80
subledger journal entries 78
supporting references 76
sources 74
Split option 155
standard invoices 133,134
Standard Purchase Orders 116
standard receipts 227
standard reversals 228
static attribute 291
stock 83
stores 110
streamlined accounting, SLA controls 71
Subledger Accounting. See SLA
subledger accounting layer 31
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Subledger Accounting Method. See SLAM

subledger journal entries 78

subledger option, secondary ledger 36

summary accounts
about 48

used, for maintaining budget values 50

supplier management
about 103-105
functionality 105

supporting references 76

Swan user interface 26

SWIFT940 174

system controls 150

T

table value sets 17
T_Accounts button 42
tangible assets
about 147, 148
cash and cash equivalents 147
inventory 147
prepaid expenses 147
receivables 147
short-term investments 147
tax 258
tax batch button 41, 43
Tax Books 151,163, 164
tax content service providers 265
tax exemption 256, 266, 268
tax jurisdiction 256-258
tax profiles 261, 262
tax rates 268
tax regime 258
tax rules 268
Taxware 265
TCA classifications 263
templates 181
third-party tax profiles 266
tiered discounts 234
tolerances
about 183
managing 183
Track as Asset flag 153

Trading Community Architecture (TCA)

104, 195, 196, 216, 247, 257

trading partners 257
transaction configuration 94, 95
transaction managers 96
transaction objects 73
transaction processing 97-100
transactions

about 94,128, 184, 221, 222

foreign exchange deals 184

money market deals 184

types 95
transactions, Oracle Assets

about 153

asset impairments 160

CIP 159, 160

manual entry 157, 158

mass additions 153, 154

mass transactions 162

retirements 161
transaction sources 95
transaction types 95, 288, 289
transaction validation 188,189
transfers 177
translatable dependent value set 17
translatable independent value set 17
translation

about 52

versus reporting currencies 38
translation and revaluation, ledger sets 39
treasury 181
Treasury integration

with cash management 173

U

unearned discounts 233
User Management (UMX) 170
use tax 266

\'

Value Added Tax (VAT) 258
value set 17

Vertex 265

view results button 42
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w

Web ADI
about 64
Excel 2003, settings 64
Excel 2007, settings 64
internet explorer, settings 65
workflow 108, 206
workflow administrators 273

Workflow Builder
about 282
overview 282, 283
workflow definitions loader 273
workflow engine 272
workflow notifications 107, 108
workflow process, Credit Management 246,
247
write-off receipts 234
Writing Down Allowance (WDA) 166
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