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 Purchasing Order Processing and Subsequent Functions 

Purpose

Procurement logistics, defined under Materials Management (MM) in R/3 involves purchasing, inventory management, warehouse operations, and invoicing. Purchasing materials must be ordered from vendors, received into the warehouse, issued from the warehouse for sale or for use in manufacturing, and the vendor must be paid. In all of these processes the quantities ordered and on hand, the prices to be paid, and the costs to be charged to sales or manufacturing must be tracked. The high level of integration in R/3 simplifies many of the tasks associated with these activities such as determination of the optimum source of supply, analyzing and comparing vendor pricing, issuing purchase orders, managing authorizations for purchase requisitions, and processing invoices for payment. In addition, for manufacturing firms, inventory management must be highly integrated with production planning to ensure that raw materials and components are available when production is scheduled.
Business transactions in purchasing area are recorded in the R/3 System using purchasing documents.  In many cases a company may wish to purchase a given material from one particular vendor. This eliminates the need to search for possible vendors for the given material when a purchase is required. The SAP system allows for the creation of a purchasing info record that will accomplish this task. The info record establishes the link between a given material and specific vendor. This info record contains data that facilitates the purchasing activities. For example, the info record shows the unit of measure used for ordering from the vendor and indicates vendor price changes affecting the material over a period of time.  

Procurement logistics transaction process flows: From an overall perspective, the logistics value chain processes involve obtaining purchased materials from suppliers, monitoring the status of those purchases, and receiving the items into inventory. The process involves the creation of a purchase requisition followed by the creation of a purchase order, the receipt of goods into inventory, the receipt of an invoice for the acquisition, and the payment of that invoice.

The purchase order is the central document in purchasing and material management area. A purchase order can be created on the basis of purchasing info records and purchase requisition. During order entry, information about the vendor and the products or services to be purchased is recorded in the document.  Various checks are performed, such as the required delivery date, receiving location, and the purchaser’s buy power. The information entered in the purchase order is transferred to subsequent documents, which are used to further process the business transaction. After a purchase order is created, the next step is to create a goods receipt. When shipping good has been received in defined location, then purchaser needs to create an invoice receipt. Finally, the outgoing payment to the vendor should be posted upon receipt of goods to clear the vendor’s invoice.  In this exercise the purchasing organization (code: 1000) will purchase a part Sunny Xa1 (code M-02) from a vendor C.E.B. Berlin (Vendor code 1000).   Instructor has created general ledger reconciliation account (account payable), vendor master accounting records, vendor master purchasing records, materials masters, and purchasing info records.
[image: image2.png]


Creating a Purchase Requisition 


A purchase requisition is an internal document (one that is used within the company only) that is an instruction to the purchasing department to initiate steps to buy a material or procure a service by a certain date. This request may come from an individual who is authorized to request such a purchase or it may come from the MRP (materials requirement planning) system. The MRP system uses a number of statistical methods to anticipate future demand for a given stock item. That demand is balanced with the current quantity and other demand needs of the item to determine the need to acquire a given additional quantity of the item at some date in the future. If the company has not yet determined the vendor for the item and created a vendor master record in the SAP system, the purchasing department must identify the appropriate vendor and create that master record. If the vendor has been previously identified and the appropriate record created in the system, purchasing can then proceed to the processing of a purchase order to acquire the material from the vendor. The
integration within the SAP system allows the data from the requisition such as the material number, quantity needed, desired delivery date, etc. to be automatically used to populate the purchase order.
Call up the transaction for the purchase requisition as follows: 

	Menu Path
	Logistics  Materials management  Purchasing Purchase Requisition   Create

	Transaction Code
	ME51N
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On the Create purchase requisition, enter the following data to the following screen : 

	Field
	Field Contents

	Material
	M-02

	Quantity
	Last two digits of your userid number

	Delivery Date
	1 week later

	Plant
	1000

	Stor. loc
	0001

	Pgr
	000

	POrg
	1000
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Click on  [image: image6.png]


, you will see the following screen.
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Save your purchase requisition by clicking on [image: image8.png]


; record the number below.

Purchase Requisition Document No:   ______________________                                          
[image: image9.png]


Create the Purchase Order 


A purchase order is a legally binding instruction from a purchasing organization to a vendor to delivery a quantity of material or to perform a service at a given time at an agreed upon price. The purchase order contains data such as the required material, the quantity to be delivered, the price, terms of delivery, etc. The purchase order can also include a storage location in the warehouse where the material will be stored when received. This storage location data is, of course, for internal use only and is of no use to the vendor. If the vendor accepts the purchase order, the material will be delivered as per the requirements established in the purchase order.

Menu path: Logistics  Materials management  Purchasing Purchase order
 Create  Vendor unknown 
Transaction code: ME25
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On the Create Purchase Order: Initial screen, enter the following data: 

	Field
	Parameters

	Order Type
	NB

	Purchase order date
	Today‘s date

	Purchasing Group
	000

	Delivery date
	T

	Plant
	1000

	Storage location  
	0001


[image: image12.png]Purchase Order Edit Goto Emvironment System Help

(4 aladICee CHE SDoalEE
Create Purchase Order: Initial Screen
2||@1 Cony Requisition

Order Tyne [
Purchase OrderDate |04/05/2008
Purchasing Group 000

[ source Determination

Default data for fems

o Category n
Aocthssignmentcat | |
Delvey Date bl
Pt 1000

Storage Losation

Material Group
Reg, Tracking Number

1| 135 B8] stocknoim

NS

Search Desklop




Click on [image: image13.png](L] Copy requisn.



 button on left top of the screen, a new window is popped up for purchase requisition number. Enter your purchase requisition number and Choose enter, [image: image14.png]
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For the next screen:
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· Click on the green to select all [image: image17.bmp] button.

· Click on the [image: image18.png]Adopt + detais



 button to copy the details from the purchase requisition into your new purchase order. 
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· Verify material prices
 
·  Click [image: image21.bmp] through each item (Only one item in this case).

· Click on the green select all [image: image22.bmp] button.

· Select [image: image23.png]Assign supply source
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· Select 1000 for vendor and click on [image: image25.bmp].
·  Click on the green select all [image: image26.bmp] button.

After clicking on [image: image27.bmp]
(GENERATE), will get another screen shown as below:
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Select <INTERN> in the document overview on the left screen and click on the icon “Adopt” ”. The data on your purchase requisition is adopted and transferred into the current purchase order shown as below.
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Click check mark to pass possible warnings “Can delivery be met?”

In the Item/Conditions tab, record the invoice values:
Gross Price:  _____________________

Cash Discount:  ___________________

Actual Price:   _____________________

· Click on b  [image: image30.bmp] button to save your purchase order

· Record the new purchase order number. ______________________
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Create a Goods Receipt 


Goods Receipt

When ordered materials arrive from the vendor, a goods receipt must be processed in order to receive the material into inventory and update the quantity records for the material. As soon as the ordered goods arrive, the goods receipt is posted. The material is thus recorded in the inventory management system. The goods receipt triggers quality inspection and placement of the material into storage, and settlement with regard to the goods received.

If a material is delivered for a purchase order, it is important for all of the departments involved that the goods receipt entry in the system references this purchase order, for the following reasons:

 Goods receiving can check whether the delivery actually corresponds to the order.

 The system can propose data from the purchase order during entry of the goods receipt (for example, the material ordered, its quantity, and so on). This simplifies both data entry and checking (overdeliveries and underdeliveries).

 The delivery is marked in the purchase order history. This allows the Purchasing department to monitor the purchase order history and initiate reminder procedures in the event of a late delivery.
 The vendor invoice is checked against the ordered quantity and the delivered quantity.

 The goods receipt is valuated on the basis of the purchase order price or the invoice price.

If material is intended for stocking into the warehouse, the purchase order data can define a storage location for it. This storage location is then automatically proposed by the system during entry of the goods receipt and can be accepted or changed. If no storage location is entered in the purchase order, the storage location must be specified when the goods receipt is entered.

The purchase order data can define whether or not the material is to be posted to stock in quality inspection. However, at the time of goods receipt the decision as to which stock type the material is posted can be revised and input. 
When a goods receipt is entered into the system a number of other activities occur and updates take place.

Creation of a Material Document: When the goods receipt is posted, the system automatically creates a material document which serves as proof of the goods movement from receiving to the warehouse.

Creation of an Accounting Document: Parallel to the material document, the system creates an accounting document. The accounting document contains the posting lines (for the corresponding accounts) that are necessary for the movement.

Creation of a Goods Receipt/Issue Slip: When the goods receipt is entered, a goods receipt/issue slip can be printed at the same time.

Sending a Mail Message to Purchasing: If the goods receipt message indicator has been set in the purchase order, the buyer automatically receives a message informing him/her of the delivery.

Stock Update: Which stocks are updated in the material master record depends on the destination of the goods. 
Update of General Ledger Accounts: When the goods receipt is posted, the system automatically updates the G/L accounts by the value of the goods receipt. Updates can also occur in other related applications. In the case of a goods receipt to consumption, for example, the account assignment object (such as a cost center, order, asset, etc.) is debited.

Updates in the Purchase Order: When a goods receipt is posted, the following purchasing data is updated:

 Purchase order history: During goods receipt posting, a purchase order history record is automatically created. This record contains data essential for Purchasing, such as: the delivered quantity, the material document number and item, the movement type, and the posting date of the goods receipt.

 Purchase order item: If the "delivery completed" indicator is set in the material document, the order item is considered closed, and the open purchase order quantity is set to zero.

Other Updates: Depending on the characteristics of the material, movement, and components used, additional updates are carried out in other components. For example, a goods receipt is relevant for:

 Entries to be made in the planning file or independent requirements reduction in materials planning

 Statistical data in Inventory Controlling

 Vendor evaluation data in Purchasing

 Transfer requirements and quanta in the Warehouse Management System

 Inspection lots in Quality Management
Receive the stock items into inventory.

Menu path: Logistics  Materials management  Inventory management Goods movement  Goods receipt  For purchase order PO number known

Transaction code: MIGO
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Enter your PO #  45000_____, and click on [image: image35.bmp]
(EXECUTE)

[image: image36.png]Goods Recelpt_Setings_System _Help
9 1 AHICee CHE DDaD HE @B
Goods Receipt Purchase Order - QUINSAN SHEN

|[@]I[B8] |[Goods Receipt @] [Purchass Order & Plant 1000 GR goods receipt  [101
= Purchas Orders
4500017174
 orders
Blank DocumentDats (3470872008 Delvery Note
[EAREFE SR R'ESBE"W:”"S Posting Date 04/09/2009 Bill of Lading HeaderText
an
 taterial Docurnents | | & 0 [mdvidaisip GRIGI Slip No.
5000011931
 Held Data
Blank
a ]
] =
El 5]
o]

0155 B stocknoim [ N6 |1,/

Search Desklop




[image: image37.png]Goods Receipt _Settings _ System _Help

9

B ICee CHE DDOD BHE @B

Goods Receipt Purchase Order 4500017175 - QUINSAN SHEN

|| @ I[B] |[coods Receipt =] [Purchass Order = Plant 1000 GR goods receipt  [101
~ Purchase Orders
4500017175
4500017174
© orders Document Date [04/09/2009 Delivery Note vendor  |CEB.BERLIN
o PostingDate | 04703/2008 BilorLading HeaderTex
~ Resenations
o, 8 O [ndvauaisie @ GRIGI 3l No.
~ Material Documents
5000011881
< HeldData [sunny Xat PC_Materiall ages 161+ Unrestricted & Werk Harb
D unny Xa fateriallager ferk Hambul | [,
a =
El 5]

Material Sunny Xat 1-02
Vendor Material No.
Material Group 00207
EAN in Order Unit
EAN Check
Htem 0K Line 1
1| 135 B8] stocknoim | INs

Search Desklop





· Ensure each line item OK is checked - If not then click on Settings -> Default Values on the top of the screen. You will get a new screen as below. Under “General Default Value” section, click “Propose the OK function in the future”.  Also click on “Adopt” at the bottom of the screen to close the screen and back to the original screen (Good Receipt Purchase Order).
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Enter your comments such as “received 4/9/09” on the field “Delivery note”, then select [image: image40.png]


 or [image: image41.bmp] .

· Record the document number_______________________
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Create an Invoice Receipt  


The invoice verification component of the Materials Management (MM) system provides the link between the Materials Management and the Financial Accounting, Controlling, and Asset Accounting components.

Invoice Verification in Materials Management serves the following purposes:

 It completes the materials procurement process - which starts with the purchase requisition, continues with purchasing and goods receipt, and ends with the invoice receipt

 It allows invoices that do not originate in materials procurement (for example, services, expenses, course costs, etc.) to be processed

 It allows credit memos to be processed, either as invoice cancellations or discounts Invoice Verification does not handle the payment or the analysis of invoices. The information required for these processes is passed on to other departments. Invoice Verification tasks include:

 Entering invoices and credit memos that have been received 
 Checking the accuracy of invoices with respect to contents, prices, and arithmetic

 Executing the account postings resulting from an invoice

 Updating certain data in the SAP system, for example, open items and material prices

 Checking invoices that were blocked because they varied too greatly from the purchase order 

Each invoice contains various items of information. To post an invoice, this information is entered into the system. If an invoice refers to an existing transaction, certain items of information will already be available in the system. The system proposes this information as default data so that you only need to compare it and, if necessary, correct any possible variances. If an invoice refers to a purchase order, for example, you only need to enter the number of the purchase order. The system selects the right transaction and proposes data from the purchase order, including the vendor, material, quantity ordered, terms of delivery, terms of payment. This default data can be overwritten if there are variances. The system can display the purchase order history to see, for example, which quantities have been delivered and how much has already been invoiced. If there are variances between the purchase order or goods receipt and the invoice, the system will issue a warning on the screen. If the variances are within the preset tolerance limits, the system will allow the invoice to be posted but will automatically block it for payment. The invoice must then be released in a separate step. If the variances are not within the tolerances, the system will not allow the invoice to be posted. When the invoice is entered, the system also finds the relevant account. Automatic postings for sales tax, cash discount clearing, and price variances are also generated and the posting records displayed. If a balance is created, the user is required to make corrections, as an invoice can only be posted if the balance equals zero. As soon as the invoice is posted, certain data, such as the average price of the material ordered and the purchase order history, is updated in the system. The invoice posting completes invoice verification. The data necessary for the invoice to be paid is now contained in the system. The accounting department can retrieve the data and make the appropriate payments with the aid of the Financial Accounting component. As a rule, an invoice refers to a transaction for which the issuing party requests payment.

Invoice Verification differs depending on the type of invoice involved:

 Invoices based on purchase orders: With purchase-order-based Invoice Verification, all the items of a purchase order can be settled together, regardless of whether an item has been received in several partial deliveries. All the deliveries are totaled and posted as one item.

 Invoices based on goods receipt: With goods-receipt-based Invoice Verification, each individual goods receipt is invoiced separately.

 Invoices without an order reference: When there is no reference to a purchase order, it is possible to post the transaction directly to a material account, a G/L account, or an asset account.

Enter the Vendors invoice for the stock item order.

Menu path: Logistics  Materials management  Logistics invoice verification Document entry  Enter invoice  
Transaction code: MIRO
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On the Enter Income Invoice: Company code 1000, enter the following data: 

	Field
	Parameters

	Document Date
	Today’s date

	Check company code
	1000

	Purchase Order #
	Enter your purchase order number

	Amount
	Your gross price


· Select Tax  Code: 

0I
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· Record the document number________________
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Post Outgoing Payment  


Enter the invoice of IDES High Tech Inc. is due for payment now. You are requested to clear the invoice amount by posting an outgoing payment using the bank account (no.113100) of your chart account. 

Menu path:   Financial accounting  Accounts payable Document entry  Outgoing payment   Post
Transaction code: F-53
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On the Post Outgoing payment: Header Data, enter the following data: 

	Field
	Parameters

	Document Date
	Today’s date

	Account
	113100 (Bank)

	Amount
	Your actual price (with cash discount)

	Account
	1000 (for your vendor on Open items selection)

	Company Code
	1000 (Your company)

	Currency/rate
	EUR


· All other settings remain unchanged.
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· Select [image: image55.png]Process apen tems




· Watch the “Assigned” field as you do the next step.
· Click on the icon for “Select All”, and the color of all items changes to blue.
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· Then click on the icon “ Deactivate items”, and the color of all items changes black to black.
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· Click on the amount of your listed line item for today’s date, the color of amount should be changed to blue from black.
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Processing status should now show:

Amount entered:

____

Assigned:


____

Difference postings:

Not assigned:


0.00

Save [image: image59.bmp]  and record the document no._______________________
Again display vendor line items

Menu path:  Accounting  Financial accounting  Accounts payable Account  Display/Change line items
Transaction code: FBL1N
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· Vendor



1000 (IDES High tech Inc.)

· Company code


1000
· Select



Open items
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Click on [image: image62.bmp]
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Check Purchase Order History  


 Transaction code: ME23

Enter your PO number and click on [image: image66.bmp]  
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Select your item line and click the button “PO history (Ctrl+F12)”
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The order history of your purchase order will be shown up.
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You can select either goods receipt or invoice line item, then click a detail button on the top left of screen to see details of those items.
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