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Preface

The essential foundation of the Enterprise Resource Planning (ERP) implementation
is the financial part that is considered as the backbone of the implementation. The
implementation team from the partner side and customer side should ensure that
the financial module is well structured and designed. This book provides a broad
guide to Microsoft Dynamics AX Financial Management fundamentals for parties
involved in the implementation project, with considerations of the business rationale
behind functions, basic setups, configurations, transactions in action, and examples
of real-life scenarios.

What this book covers

Chapter 1, Getting Started with Microsoft Dynamics AX 2012, explains the ERP
concept, integration of modules, the financial posting mechanisms in Microsoft
Dynamics AX 2012 R3, the role of consultant in implementation team, Microsoft
Dynamics Sure Step implementation methodology, Microsoft Dynamics Lifecycle
Service, and the Microsoft Dynamics AX 2012 R3 user interface.

Chapter 2, Understanding the General Ledger, explains the usage of main accounts,
control points, and the Microsoft Dynamics AX 2012 R3 shared financial data
concept. It also gives you a practical insight on opening balance tips and
month-end closing procedures.

Chapter 3, Understanding Cash and Bank Management, will help you understand the
cash and bank management module integration, controls, the bank reconciliation
process, and then cover the bank facility function.

Chapter 4, Understanding Accounts Payable, focuses on integrating Accounts payable
with other modules, the vendor transactions, invoices, payment, and prepayment,
in addition to vendor controls and basic master data.



Preface

Chapter 5, Understanding Accounts Receivable, focuses on integrating Accounts
receivable with other modules, the customer transactions, sales invoices, free text
invoices and its correction, in addition to customer controls and basic master data.

Chapter 6, Exploring Fixed Assets, focuses on the integration of fixed assets with other
modules and their transactions.

Chapter 7, Functioning of Cash Flow Management, focuses on the integration points
between cash flow management and other modules in Microsoft Dynamics AX,
provided with basic setups, configuration, and cash flow transaction.

Chapter 8, Working with Cost Management, covers the inventory costing model in
Microsoft Dynamics AX 2012 and provides information about inventory cost setups
and configuration, inventory reconciliation with general ledger, recalculation,

and closing.

Chapter 9, Exploring Financial Dimensions, focuses on financial dimensions model in
Microsoft Dynamics AX 2012, its practical utilization, and its reporting.

Chapter 10, Exploring Financial Reporting and Analysis, will help you to find out the
reporting needs at early stages of the implementation project and what sides you
should consider during the project's life cycle. It also explores Microsoft Dynamics
AX inquiry forms and SQL Reporting Services (SSRS) reports.

What you need for this book

All examples were performed using a virtual machine of Microsoft Dynamics AX
2012 R3 Image from the Microsoft partner/customer source.

Who this book is for

This book is intended for application consultants, controllers, CFOs, and other
professionals who are involved in the Microsoft Dynamics AX implementation
project. Basic knowledge of financial terms, concepts, and Microsoft Dynamics AX
terminology is required.

[2]



Preface

Conventions

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

Code words in text, database table names, folder names, filenames, file extensions,
pathnames, dummy URLSs, user input, and Twitter handles are shown as follows:
"In the voucher line, select the Account type value as Vendor, select the vendor ID,
enter 1000 in the Credit side amount, and select the Offset account value."

New terms and important words are shown in bold. Words that you see on the
screen, for example, in menus or dialog boxes, appear in the text like this: "The user
can arrange the order of modules by clicking on the Navigation Pane Options...."

% Warnings or important notes appear in a box like this.
s

a1

~Q Tips and tricks appear like this.

Reader feedback

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

To send us general feedback, simply e-mail to feedbackepacktpub. com, and
mention the book's title in 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.
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Preface

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.

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 could 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/submit-errata, 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.

To view the previously submitted errata, go to https://www.packtpub.com/books/
content/support and enter the name of the book in the search field. The required
information will appear under the Errata section.

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 copyrighte@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

If you have a problem with any aspect of this book, you can contact us at
questionse@packtpub.com, and we will do our best to address the problem.
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Getting Started with Microsoft
Dynamics AX 2012

The Enterprise Resource Planning (ERP) application is a must for companies
irrespective of whether it is a small or big enterprise; it is a tool that gives visibility to
management regarding the enterprise's performance on all levels. People should be
familiar with the ERP concept irrespective of who implements the solution or uses it
(definitely, the level of detail varies between the user and the consultant, but the core
is common). This chapter covers the following topics:

* Understanding the ERP characteristics

* Discovering the ERP implementation team

* Exploring the key intentions of ERP implementations

* Understanding the ERP module's integrations

* Exploring ERP and reporting

* Posting types in Microsoft Dynamics AX

* Exploring the common terms used in ERP implementations

* Exploring Microsoft Dynamics Implementation Methodology - Sure Step

* Exploring Microsoft Dynamics Lifecycle Services (LCS)

* Looking at the Microsoft Dynamics AX user interface



Getting Started with Microsoft Dynamics AX 2012

Understanding the ERP characteristics

The ERP is a mission-critical application for the business, as the day-to-day
activities rely on this application where the end users enter the transactions, and the
management is able to monitor the business performance on a daily basis and take
decisions within a proper time period. The main characteristic that differentiates the
ERP from other applications, as mentioned in the Wikipedia definition of the ERP, is
as follows:

"A business management software — usually a suite of integrated applications —
that a company can use to collect, store, manage, and interpret data from many
business activities."

From this definition, the ERP is an integrated application. In the past, each business area
had its own application, and this lead to creating isolated islands for each department
in the same organization, which cost organizations a lot of time, effort, and money.

This leads to lack of accurate information which directly affects management decision
making, because of unavailability or redundancy of information; for example, the
customer account in accounts receivable is different from the customer code in the

sales department, so the management could not identify the balance of this customer.
With the ERP, the data is unified, controlled, and classified. This gives the company the
ability to transform this data into information that helps in the decision-making process.

Discovering the implementation team

It is important for companies that want to implement the ERP to understand that
its implementation is not an easy task and it requires a professional partner. For
example, Value Added Reseller (VAR), which has a consulting team experienced
in implementing the ERP, preferably has a partner that is an expert in the customer
industry. There is a high level of engagement between customers’ top management,
key users, and end users in the implementation life cycle. The implementation team
is considered as the key success factor for the ERP implementation.

The following diagram illustrates the ERP implementation team that consists of
Subject Matter Experts (SMEs) and key users from customer- and partner-side
applications, and technical consultants. This team works together closely during the
implementation, where the customer representatives (SMEs and Key users) deliver
the business requirements (that is, what they are expecting from the ERP), with the
consulting team that bridges the gap between the business requirements and the
implemented application. The implementation deliverables comes through several
workshops from analysis, design, development, and testing.

[6]
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Reporting and end results -
! ( ’ Application/
! Key users technical consultants
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The implementation team should focus on two types of internal clients: business
executives and end users. Each client has a different perspective of the ERP
implementation, and the implementation team should consider their requirements
during the implementation lifecycle. The executives' management focuses on reporting
and end results, and the implementation team delivers policies and procedures to end
users who then operate the final product, which is the ERP application.

Responsibilities and motivation of an ERP
consultant

Application consultant, Functional consultant— the job title differs from one
company to another, but whatever the title is, the application consultant is
considered as a middle man between the ERP and the customer, where the
application consultant is specialized in the ERP application and is able to understand
the business requirements and adopt it to the ERP software. The application
consultant can start their career after graduating from university; they can major in
business administration, finance, or information systems, if it covers subjects related
to business.

Alternatively, the application consultant can start working in other fields. Some
people start out as an accountant, procurement agent, commercial agent, or even
sales representative. I do not consider it a career shift; | consider it as an advance in
one's career path. In other words, it is capitalizing on previous experiences.

[71
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Traditionally, consulting skills are divided into two main areas: the business side,
which is known as a functional consultant, and the technical side, which is known as
a technical consultant. Then, there is a more general soft skills set that all application
consultants need, as they spend most of their time in discussions, workshops, and
training, related to business.

Some of the key skills a company should look for in an application consultant are
highlighted in the following diagram:

| Technical side

» Understanding application flow of
information

« Understanding ERP integration

« Understanding ERP implementation life
cycle

The application consultants have a very important role in the implementation of

the project, as they are involved in implementation tasks and activities. Microsoft
Dynamics Sure Step has defined the application consultant role during implementation
phases. It is a long and broad list of tasks, and this range of tasks is what I believe
keeps most application consultants motivated and satisfied with their jobs. The
challenges are always changing and the career path offers many opportunities to
develop new skills.

Exploring key intentions of ERP
implementations

Enterprises that intend to implement Microsoft Dynamics AX ERP pursue a variety of
common benefits from the ERP, but in most of the projects, there wasn't any well-defined
benefits that the organization's management agreed on, and no roadmap to help them
accomplish those intentions. It is vital to plan the ERP implementation carefully. In the
sections that follow, we will take the key objectives of ERP implementation.
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The organization can have a legacy system and manual business processes, and
they need to be unified by one single integrated application to manage, operate,
and control the business areas and deliver reports to management, as shown in
the following diagram:

Enterprises that have decided to implement ERP should be coordinating together
with a consulting partner specialized in Microsoft Dynamics AX. The customer and
partner should plainly outline the objectives of the ERP solution as early as possible

in the diagnostic phase. They can replace the legacy system and reduce manual
business processes by automating the business processes using the ERP solution in the
organization's departments. Samples of ERP implementation intentions are as follows:

* Business process: This comprises the following:
°  Business process automation
°  Streamlined business process in cross-function operations
°  Unified business process across holding and subsidiaries
°  Single point of contact for reducing the redundant data within
departments
* Controlling: This comprises the following;:
° Segregation of duties and data access privileges

° Advanced workflow and managerial approval matrix and its ceiling
of expenditure amounts

° Tracking the actual costs against budgeted

° Inventory tracking and cost control

[o]
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* Decision support: This comprises the following;:

° Real-time and ad hoc reports for all organization levels

o

Dynamic and dimensional reports

°  Key Performance Indicators (KPIs) and indicators dashboard

Understanding the ERP module's
integration

The core objective of running a business is to make a profit, which requires making
revenue that cover the costs and adding the margin to secure the profit. This is

the core role of management to achieve this profit; the ERP application gives the
management the necessary business insights to monitor the business performance.

Microsoft Dynamics AX manages and controls day-to-day transactions that occur

in the company; these transactions are transformed into financial information that
represents the key component of the financial statements (balance sheet and income
statement), which are expenditure and income; in other words, cash out and cash in.
All these are shown in the following diagram:

Chart of accounts, cash and bank, and fixed assets :
Accounts payable Accounts receivable

Vendor invoices B R S Collections
Vendors payments : . S
Inven n ntrol ettlement
,,,,,,,, Settements 1 vememcosinecontol o PEEEEE
Procurement cycle Quotations
(PR, FRQ) : Inventory management Sales o.rder.s'.
Purchasing PO . Customer invoicing
& Goods Goods
receptions delivery

Procure to pay Order to cash

The cash-to-cash cycle entails the core two cycles, which are commonly known by
Procure to pay and Order to cash. The first cycle covers the expenditure part (cash
out), that is, every aspect related to vendor management, procurement management,
purchasing management, product reception, and vendor invoices, payment, and
settlement. The second cycle covers the revenue part (cash in), that is, every aspect
related to customer management, sales management, product delivery, customer
invoices, collection, and settlement.
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Microsoft Dynamics AX enables the module's integration that relates transactions to
each other, and can automatically inherit information from one and pass it to another
after adding additional information, along with generating automatic financial
entries in the general ledger and control points to monitor the transactions. There is
integration between Microsoft Dynamics AX 2012 R3 modules, where production
modules are integrated with the warehouse management module and sales and
marketing module, in addition to the procurement and sourcing module.

The project module is integrated with the inventory module, sales and marketing
module, Accounts receivable modules, procurement and sourcing modules, and
Accounts payable module. This book focuses on the integration of the financial
module.

Accounts payable

The Procure to Pay cycle linked the following business functions that are accountable
for company expenditure:

* Operations

* Procurement

* Purchasing

*  Warehousing Product Reception

¢ Financial

o

Accounts payable
° Bank management

The Procure to Pay cycle manages and controls the business processes of procuring
the needed materials, receiving them, and paying to the vendor. There are specific
documents to handle these business processes.

The related financial transactions to this cycle are the product receipt, vendor
invoice, payment, and settlement.

Product receipt

The product receipt represents the physical reception of products in the company
warehouse. This increases the physical quantities in the inventory and reduces
the quantity of the remainder in the purchase order, in addition to changes in the
inventory value according to the inventory valuation method.

[11]
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Invoice

The vendor sends the purchase order invoice either along with product reception

or after product reception. Recoding the vendor invoice to reflect the company's
liabilities to the vendor results in an increase in the open vendor balance. Microsoft
Dynamics AX supports a company's internal control in vendor invoices by matching
the invoice with the purchase order and the invoice amount.

It can be a three-way match for a product when comparing the purchase order
quantity against the product receipt, and the purchase order invoice against the
invoice amount. It is a two-way match for services when comparing the purchase
order amount against the invoice amount. For the service invoices that are not
related to purchase order, such as cleaning services, just issue an invoice to the
vendor against delivered services. This reflects the company liabilities to the vendor.

Payment

The vendor payment processing reduces the company liability to vendors. The
payment can be an advanced one, attached to a specific purchase order and
independent of other purchase orders; it is usually the responsibility of the accounts
payable section in the finance department.

Settlement

The settlement processing involves settling the open invoices against payments.
This process affects vendor statements by decreasing open vendor invoices and,
increasing closed vendor invoices.

Accounts receivable

The Order to cash cycle joined the following business functions that are accountable
for a company's revenues:
* Sales
*  Warehousing Product Issuance
* Finance
° Accounts receivable

°  Bank management

[12]
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This cycle manages and controls the business processes of sales activities, customer
orders, delivering goods, and collection from the customer. There are specific
documents to handle these business processes, which are sales order, issuing process
by packing slip, and finally the invoice document.

The related financial transactions to this cycle are packing slip, invoice, collection,
and settlement.

Packing slip

The packing slip represents the physical issuance of products from the company
warehouse. This decreases the physical quantities in the inventory and reduces the
quantities remaining in the sales order.

Invoice

After the delivery of goods or services to the customer, the sales team issues a
customer invoice, increasing the customer open invoices. This affects the customer
statement and customer aging, in addition to the revenue recognition and the cost of
goods sold.

Collection

The customer collection process represents the transaction of the required amount of
money from the customer whether it is against an open invoice or advanced collection.

Settlement

The settlement process settles the open invoices against collection. This process
affects the customer statement, reducing the number of open customer invoices and
increasing the number of closed customer invoices and aging.

Exploring ERP and reporting

The main principles of reporting are reliability of business information and the
ability to produce the right information at the right time for the right person. Reports
that analyze the ERP data in a meaningful way represent the output of the ERP
implementation; it is considered as the cream of the implementation, the next level
of value that the solution owners should aim for. This ideal outcome results from
building all reports based on a single information source, the ERP solution where the
business is recording all transactions on a daily basis.

[13]
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As shown in the following diagram, the organizational reporting levels are divided
into the following three main layers:

* Operational management

* Middle management

* Senior management
Each level has a different perspective of report usage, irrespective of whether it is

tactical /short-term usage or strategic/long-term usage, and a different opinion on a
report's complexity.

Senior
management

Middle management

Operational management
Individual employee and teams

The dimensional characteristic of information is divided into two dimensions; the
first is scope of information and the second is types of decision making.

The scope of information defines the required level of detail for each managerial
level. Typically, the scope can be described as follows:

* Narrow, specified, and detailed: This is the first layer of the information
scope for operational management level. Managers in this level, typically,
receive information relevant to their particular subunit. They require narrow
scope of reports, with details to the lowest level of information (transactional
level) and specific to the daily operational work.

[14]
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Focused, specific, and scheduled: This is the second layer of the information
scope for managerial level. Managers in this level, typically, receive
summarized information. They require the reports with a scope focused on
aggregate and summarized transactional information. These reports cover
specific periods: weekly, monthly, quarterly, half yearly, and yearly.

Broad, interactive, and general: This is the third layer of the information
scope and is the highest level for top management. They require reports
with a broader scope to get more comparisons, actual versus budget, period
comparisons, and KPIs, in addition to the aggregated reports that cover
specific monthly, quarterly, half yearly, and yearly performance.

The type of decision making used by an organization is another dimension of
reporting analysis. Typically, decision-making styles can be described as follows:

Structured: This is a repetitive and routine decision-making style and is best
used in the operational layer. This style requires reports that are considered
as static.

Semi-structured: This is a mix between the structured and unstructured
decision-making style and is best used in the middle management layer.
This style requires reports that are considered as static or dynamic.

Unstructured: This style is used by the decision makers at the executive level,
who must provide judgment, evaluation, and business insight to evaluate the
overall business performance. This style requires reports that are considered
as dynamic.

Posting types in Microsoft Dynamics AX

In Microsoft Dynamics AX, there are two ways to post transactions to general

ledger accounts. The first type is through the posting profile that represents the
integration point between general ledger and subledgers, and it generates the entries
automatically according to the posting profile setup. The second type is journal
entries that post directly to ledger accounts. The two ways are explained in detail

as follows:

Posting profile: This is the integration point between the subledgers (fixed
assets, payables, inventory, banks, receivables, project, and production) and
the general ledger. It is a set of ledger accounts that are used in generating
the automatic ledger entry in which a transaction occurred. It is possible

to select different ledger accounts for each type of subledger transaction.
Microsoft Dynamics AX offers flexibility in posting profile setups.
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* Journal posting: The journal model in Microsoft Dynamics AX is a journal
header that contains voucher lines, in which the default data in the journal
name (header) is copied into voucher lines such as currency and sales tax,
which can be changed in the voucher line. Every subledger has its own
journal name based on the transaction type.

The voucher line can be a ledger account, vendor account, customer account, fixed
asset, bank, or project. If the selected account is an option other than the ledger
account, the subledger posting profile will directly post to the ledger account.

Exploring the common terms in ERP
implementations

There are some common terms that are used in all the phases of the ERP
implementation. These terms describe a specific task or activity during the
implementation lifecycle, and they are as follows:

* Installation: This process is the first step to have the application on
your server and client machines. This process examines the installation
prerequisites and makes the application ready to be used.

* Configuration: This process identifies which options will be activated
(checked) according to customer requirements and this will be followed in
the day-to-day business (module parameters).

* Setup: This process sets up the data within the application, identifying how
to group the data according to customer requirements, vendors, items, and
chart of accounts.

Microsoft Dynamics AX gives flexibility to be adopted into business needs by
personalizing the application, modifying it, or customizing it. This is described
as follows:

* Personalization: The personalization or enhancements are small changes that
occur in the application to fit customer requirements, such as rearrangement
of form fields, or it can be company-wide enhancements or can be user based
on preferences. The purpose of enhancements delivers more usability to
operational data entry users.
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* Modification: The modifications are medium to large changes that occur
in the application to fit customer requirements, such as changing a field's
property to make it mandatory, setting a default value for a checkbox in
a transaction form instead of making the user select it every time, and
developing file validations. It can also be company-wide modifications. The
purpose of these modifications is to have more control on application options
and behavior rather than modules' parameters.

* Customization: The customizations are the largest changes occurring in the
application to fit customer requirements, such as changes in an application's
business logic and calculations, changes in modules integration concepts
and posting profile, and developing new module that are not covered in the
standard application modules. Although customization is not recommended
in ERP implementation, the purpose of customization is to cover a critical
business need to be handled by the application.

Exploring Microsoft Dynamics
Implementation Methodology — Sure Step

Veteran ERP consultants understand how to execute an implementation project.
They can call on their years of experience to design a new project that will have a
good chance at success. When the next generation of consultants joins the team, these
practices will be passed along, even if there is no process in place to manage the
knowledge transfer. Many implementation consultants can probably recall their own
experience learning as the way it was always done in their previous jobs.

Consulting companies can apply their own implementation methodology based on
previous projects, and there is no problem with this as long as the company achieves
its objectives and satisfies its customers. The company should also be committed to
continuously improving its own methodology and building on it by experience.

However, there is a range of problems with an implementation methodology based
on transferring the senior consultant's knowledge and experience to the next class of
junior consultants. Such informal or small-scale approaches will lead to variances in
implementation approach between different consultants, even in the same company,
and it can create differences from one project to another, even for the same consultant.
To add to the risk, a consulting firm that depends on consultants to provide an
implementation methodology is exposed to a loss creditability with their customers

if the consultant is changed and the new consultant will follow his own approach in
the implementation methodology, which is different from his colleague.
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Alternatively, there is an implementation methodology built up by an experienced
organization where information and data have been gathered from a range of
experienced implementers, based on the best practices from a broad range of
previous projects and experiences, across a range of business domains and client
types. That organization is, of course, Microsoft, and the methodology is Microsoft
Dynamics Sure Step.

Microsoft brought Sure Step to the Microsoft Dynamics market in 2007 and they
have recently launched its online version. The common question from implementers
is: why do we need a standard implementation methodology for ERP when we have
our own?

At a high level, there are common phases of an ERP implementation project, but the
depth and complexity of each phase depends on the nature of the project itself. The
procedure to execute the project will depend on the consulting firm and its approach
in project execution, as well was its style in managing customers. The phases are
diagnostic, analysis, design, development, deployment, and operation. The key
characteristics of the Microsoft Dynamics Sure Step methodology are as follows:

* It covers the main implementation project phases, activities, tasks, document
templates, and output.

* It minimizes consultant effort to stop reinventing the documentation
and templates.

* It not only covers the implementation phases (analysis, design, development,
deployment, and operation), but also takes into consideration the sales and
presales activities in the diagnostic phase.

* Itis aligned with other Microsoft methodologies such as Microsoft Delivery
Methodology (SDM), Microsoft Solution Selling Sales (MSSP), and
Microsoft Solution Framework (MSF). This gives it a variety of guidance
built on Microsoft methodologies.

* Itis designed especially for Microsoft Dynamics products (such as AX, NAV,
SL, GP, and CRM).

* It complies with Project Management Institute (PMI) methodologies (scope
management, time management, cost management, resource management,
risk management, quality management, and procurement management).

* Itincludes a huge collection of templates and documents according to phase
activity, and shows the integration between phases and activities.

* It contains implementation project types customization (Enterprise, Standard,
Rapid, Agile, and Upgrade).
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Exploring Microsoft Dynamics Lifecycle
Services

Microsoft has announced the Lifecycle Services (LCS) tools to help partner and
customer to be more engaged in the Microsoft Dynamics AX implementation project.
LCS is a cloud-based solution that provides the required tools to let a customer
collaborate with a partner and Microsoft in planning, managing, and operating the
implementation project.

The Microsoft Dynamics LCS offers an assortment of services as follows:

* Business process modeling
* Infrastructure sizing

* Rapid configuration

* Customization analysis

* System diagnosis

* Issue search

* Upgrade analysis

Looking at Microsoft Dynamics AX user
Interface

Microsoft Dynamics AX 2012 revealed significant changes in the user interface,
making it more user friendly and easy to use for complex business transactions,
in addition to the richness in accessing the application by the client whether via a
tablet or mobile.

The Microsoft Dynamics AX application is considered as a single sign-in application,
where the active directory is the base of logging in AX. The user logs in to Windows
using the username and password chosen at the time of joining the domain on the
active directory. In order to add a user to AX, they should be registered on the active
directory first.

Rich client is the most commonly used interface accessed by users from their PC or
laptop. The Microsoft Dynamics AX workspace is the main screen when starting the
rich client.
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The Microsoft Dynamics AX workspace is shown in the following screenshot:
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The main workspace is divided into the following sections:

* The address bar: The address bar or breadcrumb that provides access to
Microsoft Dynamics AX companies and or modules is as follows:

|@'k i d | ¥ USMF » General ledger » Area page

The user could navigate to the company by pressing on the arrow icon as

shown in the following screenshot:

| |v| USMF » General ledger » Area page
Contoso Entertainment System Brazil (BRMF)
= Contoso Entertainment China (CMME)
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The user can navigate to the module by clicking on the arrow icon, as shown
in the following screenshot:

EanFdBREARPRrR e FELLKUMIZID

USMF|v| General ledger » Area page

Home

Accounts payable

Accounts receivable

General ledger

Budgeting

Cost accounting

Fixed assets

Cash and bank management
Travel and expense

Compliance and internal controls
Human resources

Payroll

Procurement and sourcing
Product information management
Master planning

Production control

Inventory management
Warehouse management
Transportation management
Sales and marketing

Call center

Retail

Trade allowance management
Project management and accounting
Service ranagement

Data import export framework
Organization administration

Systermn adrninistration
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The user can navigate to the company modules' component by pressing on
the arrow icon, as shown in the following screenshot:

» USMF » | General ledger |+| Area page
Area page

[E7| Commen
E lournals
=1| Inquiries
Reports
Periodic
;| Setup

* The jewel menu: The second part of the Microsoft Dynamics AX workspace
is the jewel menu that contains the basic AX commands under the File menu,
as shown in the following screenshot:

[rie < ¥ 0

Under File, there are commonly known commands such as New, Open, and
Save, and other specific Microsoft Dynamics AX commands such as Export
to Microsoft Excel, Tools (session date, calculator, and so on), and View, as
shown in the following screenshot:

Mew Ctrl+M
Open Ctrl+0
Save Ctrl+5
Delete Record Alt+F9
Edit 3
Print 3

Export to Microsoft Excel  Ctrl+T

Send...

Edit Record Ctrl+5hift+E
Refresh F3
View 3
Favorites 3
Tools »
Command

Exit Alt+F4
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The jewel menu also contains the Help icon on the right-hand side, as shown
in the following screenshot:

Help F1

Glossary
Application user Help

Systern administrator Help on the web

Application user Help on the web
Microsoft Dynamics AX Community
Microsoft Dynamics Lifecycle Services
Privacy Options...

About Microsoft Dynamics AX

The jewel menu also contains the View icon on the right-hand side to modify
the workspace setting, as shown in the following screenshot:

m Lo
e
Edit Record Ctrl+Shift+E
Default Form,/View Edit Mode 3

Preview Pane
FactBox pane

FactBoxes
Motifications

v | Show Favorites in Navigation Pane
MNavigation Pane

¥ | Auto-Hide Mavigation  Alt+Shift+F1
Modules 3

Navigation Pane Options...
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The jewel bar also contains the Windows icon on the right-hand side, to
switch between open forms, as shown in the following screenshot:

BElo e

Home Alt+Home

Mew Workspace Ctrl+W
MNew Development Workspace  Ctrl+Shift+W

Close All

Windows...

* The Favorites menu: The third part of the Microsoft Dynamics AX
workspace is the Favorites menu, which is the upper part of the Navigation
Pane. The Favorites menu contains the commonly used submenus, and it is
personalized per user. Each user can add or arrange the favorites as per his/
their needs. It is similar to the Windows explorer where a user can make a
tree of folders and subfolders, as shown in the following screenshot:

4 My favorites
Getting started
4 My Fav. Works
4 Daily Work
General journal
4 Quick Inquiry
Audit trail

In order to add menus to Favorites, go to the content pane and navigate to
General Ledger | Journals. Right-click on Journals and then select Add to
favorites, as shown in the following screenshot:

Journals

Allocatinr By

Eliminatia I Add to Favorites I
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Then, move to the Favorites menu, right-click on Favorites, and select
Organize favorites, as shown in the following screenshot:

a Favorites
[#

Create group...

4 Daily Work
General journal

4 Cuick Inquiry
Audit trail

In the Organize favorites form, the user can manage their favorites and
arrange the menu according to their needs by adding folders and subfolders,
as shown in the following screenshot:

Organize favorites

You can organize your favorite items into folders or delete items and folders from the current
group.

T
= 3 My Fav. Works
= 3 Daily Werk
] General journal

= [ Quick Inquiry
B Audit trail

Delete || Rename || Create folder (g) || Move to folder (h) || Edit query
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* The Navigation Pane option: The Navigation Pane option in Microsoft
Dynamics AX is the workspace where the user can access the modules,
forms, and list pages, as shown in the following screenshot:

4 General ledger
Area page
r Common
i Journals
I Inquiries
b Reports
b Periodic

P Setup

@ Home Navigation Pane Options...

Inventory management

éﬂ‘ Accounts payable
Warehouse management

Accounts receivable Transportation management
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3B
@; Budgeting

Call center
Retail

@ L G 6 Trade allowance management
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Project management and accounting

E2)
&
w2
@2 Sales and marketing
&
2
B
A
&

E_I Fixed assets Service management

3%, | Data import export framework

Eﬁ Cash and bank management
. & Organization administration

I @ 2 82 72 4 [E] as 2 % | System administration
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The Chevron icon shows the other modules. The user can arrange the order
of modules by clicking on the Navigation Pane Options.... In the Navigation
pane options window, use the up and down buttons to order the modules,
and it is personalized per user, as shown in the following screenshot:

Mavigation pane options (1) -]

Select the buttons you want to show and
mave the buttons to your preferred display

order.
Display buttons in this crder

ClHome B < Top (b)
Accounts payable
Accounts receivable

General ledger

Top (b
& Up
Budgeting

Cost accounting

Fixed assets

Cash and bank managemen
Travel and expense
Compliance and internal co
Hurman resources

Payroll o
? 1] >

| DK || Cancel |

The Status bar option: This is located at the bottom of the Microsoft
Dynamics AX workspace. The Status bar option contains several types of
information, as shown in the following screenshot:

| [A(1092) | USD | USRModel | usr| usmf | initial | Admin | MicrosoftDynamicsAX |

The Status bar option has the following information:
Document handling

Help text

Notifications

Currency
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Application object model
Application object layer
Current company

CapsLock status

NumLock status

Current user

Session date

Session time

Application object server name
Operation progress indicator
Database activity

The user can manage the information on Status bar from the user

options, by navigating to File | Tools | Options | Status bar, as
shown in the following screenshot:

Default  Usage data

General
Matifications
Delegation

® Status bar
Development
SaL
Confirmation
Preload

Microsoft Cutlock

Set up the appearance of the status bar

Show status bar

Warn company accounts change:

Show company information in form title:

Status bar

Show Help text: Show customizable Help text field:
Show clock: O Show alert status:

Show CapslLock: ] Show partition:

Show activity: ] Show AOS name:

Show session date: O Show current model:

Show utility layer: Show document attachments button:
Show MumLock: ] Show record navigation buttons:
Show company accounts: Show view/edit record button:

Show currency: Show details form details/grid view buttons:
Show wser ID:

KR EERRER RO
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* The content pane: The center of the Microsoft Dynamics AX workspace is
the content pane, where the user can access forms, list pages, reports, and
setup. As shown in the following screenshot, the content pane contains the
following main sections:

°  Common: This represents access to commonly used list pages for
master data or transactions, for example, in accounts receivable,
access to customer details and sales orders.

° Journals: This represents access to module journals to create and post
journal transactions.

° Inquiries: This represents access to modules reporting in the
form style.

° Reports: This represents access to printable reports that can be
shown on screen or printed in hard copy.

°  Periodic: This represents access to periodic jobs that are being run
on a monthly or weekly basis.

°  Setup: This represents access to module setups and configuration.

Common ~ Journals -
Main accounts General journal
Trial balance Allocation
Advanced ledger entries Elimination
Inquiries ~  Reports ~
Voucher transactions Management Reporter
Audit trail Audit trail
Sales order lines incl. packing duty I Base data
Consolidations [+ External
Subledger journal entries not yet transferred & Journals
I Tax I Project
3 Re(Jun(iI\atmn
Periodic ~ I Transactiens
S setup
Recalculate ledger periods General ledger parameters
Process allocation request General ledger workflows
Batch transfer for subledger journals Ledger
Impart currency exchange rates Ledger reasons
I Journals Fiscal calendars
I Consolidate I Currency
I Currency conversions I Chart of accounts
I Currency requirement I Financial dimensions
I> Fiscal year close [+ Sales tax
b Clean up I Withholding tax
I Sales tax payments I Periods

[29]




Getting Started with Microsoft Dynamics AX 2012

* The list page: The list page, as shown in the following screenshot (all
vendors), shows the vendor list. The user can create a new record from the
list page by pressing Ctrl + N, editing an existing record, and/or posting
daily transactions.
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2 Budgetiog T PR S e ik i oo
8] conace 1003 : Ade Supply Company
8| Fixed mets :
B, st bk g ! D734 prm
D9 B B G ey Pmeshedis
7 | Memchoc szt e | 1118 | usD | USR Model | use| cemd | inital | Admin | Microso#DymamicaX
°  The list page has the following characteristics:
The action pane: The action pane consists of the action buttons
to execute a specific task or activity, as shown in the following
screenshot. This is similar to the Microsoft Office ribbon.
Vendor | Procurement Invoice General SRR )
e == it in gra B Bank azcounts ] Cermifications e T <3, Update 1059 ~ i By
& s 7 Delete b é}' f] :.-.l, state b 10 T Filtees £ & 85, Vendor settiernent for L. & ’~ " » — &
Viendes L2 I bncwces Add vendor bo Contacts Tramachioms  Balance Vendes Vendor  Relreih Altachme... Tanes
i) On hold= sesctber legal entity™ v Ep Summary update fiaskimiibdsory
Mew Magintain Inveice Copy tetup Transactiors | Balance Fax imfemation Esated imeematice List - Fegistrat.

The filter pane: The filter pane is a quick filtration on the list page, as
shown in the following screenshot:

All vendors - Type to filter Tt = | =
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The search can be executed from the search text, filter by selection, filter by
grid, and advanced filter or sort.

Grid checkboxes: The grid checkboxes are used for multiple
selections of records, as shown in the following screenshot:

[ ] Vendoraccount MName = Vendor hold  Phone Extension
100 Acme Office Supplies Mo T73-993-3892

1003 Ade Supply Company No
104 Best Supplier - Europe Mo

US_TX_ 001 California State Tax Authority Mo 111-555-0177
Us-108 City Power & Light Mo

Us-110 City-wide Advertising Mo
US_TX_003 Colorado State Tax Authority Mo 111-666-1232

: CN-001 Contoso Asia Mo 80123) 4567 8...
JP-001 Contoso Chemicals Japan Mo

[ us-111 Contoso office supply Mo
Us-105 Datum Receivers Mo 123-555-0100

The fact box: The fact box is a new component that has been introduced in
AX 2012 to display summarized information about the selected record, as
shown in the following screenshot:

Top 10 vendors
Primary address
Related information
Tax registration
Recent activity

Roles

o e e e R e e N

Relationships

The preview pane: This displays more detailed information about the
selected record, as shown in the following screenshot:

1003 : Ade Supply Company

Group: 20 Cash discount:
Vendor price tolerance group: Currency: CAD
Terms of payment: Met30

One-time supplier:

Method of payment: Modified date and time: 12/16/2013  04:07:34 pm

F'a}fment schedule: Modified h}": APRIL
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* The fast tab: This consists of a group of fields. The fast tab replaces the
regular tabs on the form and also displays some summary fields, as shown in
the following screenshot:

[l Vendors (1 - usmf) - Vendor account: 1001, Acme Office Supplies == -
P vendor | Procurement  Inveice  General L@
Y 7< Delete ] E] ? B, Bank accounts = Gy A 2 E =
& b. L b 1 .S = 3
#  (Onholdv W | [ 43 [F) vendor state tax IDs |» D - - = »
Edit Vendor | Invoices Add vendor to Contacts <. p Transactions | Balance Tax Vendor Vendor | Attachme.. = Taxes
anather legal entity™ - S U informati.. = requests search
Maintain New | Invoice Copy Setup Transactions | Balance - Related infarmation - Registrat...
1001 : Acme Office Supplies Primary address [EREd
a General 40

(==} Change party association

Identification Organization details
Vendor account: [ Number of employees:

Record type: Organization Organization number: Related information
Name: Acme Office Supplies ABC code: Recent activity
Search name:  Acme Office Supplies DUNS number:

Tax registration

i s B e R i |

Group: 40 Other information
Address books: Rales
Language: en-us Relationships v

(%) Show more fields

I Addresses

I Contact information

> Miscellaneous details 0.00 No
» Vendor profile

b Purchasing demographics usD

> Inveice and delivery

I Purchase order defaults

I Payment Net30
b Tax 1099
© Retail

b Financial dimensions

| LA(1124) | USD | USR Model | usr | usmf | initial | Admin | MicroseftDynamicsAX

4 4 = b M| 2 |[E] S| 8] vendoraccount number

Summary

In this chapter, we discussed the introduction of ERP and its main characteristics

of modules integration, with general ledger (it will be covered in detail in the next
chapters), and then discussed posting types in Microsoft Dynamics AX. We also
explored the ERP implementation team and the role of the application consultant in
the implementation project. Then, we covered ERP reporting levels and needs, after
which we moved on to Microsoft Dynamics Implementation Methodology Sure Step
and LCS, and explored the interface of Microsoft Dynamics AX 2012.

In the next chapter, we will cover the general ledger, the types of main accounts,
classifications, and control points. We will also explore the practices in the financial
implementations of Microsoft Dynamics AX 2012.
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Understanding the
General Ledger

The chart of accounts (COA) is the backbone of Enterprise Resource Planning
(ERP). It is part of the financial module, which is the foundational module of ERP.
It is a list of categorized ledger accounts (known as main accounts in Microsoft
Dynamics AX 2012 R3) that is used by the organization to record all financial
transactions, and it depends on the nature of the organization's business. The COA
of manufacturing companies differs from trading companies, service companies,
and so on. This chapter covers the following topics:

* Understanding the chart of accounts

* (lassifying main accounts

* Controlling main accounts

* Understanding shared financial data

* Understanding financial management in action

* Opening balance

* Performing daily transactions

* Closing procedure

Understanding the chart of accounts

The classified skeleton of a main account is the responsibility of the controller from
the customer side and the application consultant from the partner side, who bridges
the application capabilities to the customers' requirements. This activity is designed
in the analysis and design phases, and deployed in the deployment phase.




Understanding the General Ledger

Main accounts are at the core of financial reporting and include the trial balance,
balance sheet, income statement, working capital, and cash flow. The starting point
in building COAs is identifying the financial reporting requirements to ensure that
all classification levels and categories are captured in Microsoft Dynamics AX.

Classifying main accounts

The first classification of main accounts in Microsoft Dynamics AX is the type, which
represents the nature of the ledger account, that is, is it a balance sheet account or a
profit and loss account? The following figure shows an example of a balance sheet
and an income statement that contains the profit and loss account:

Balance Sheet Income Statement
Assets Revenues
Fixed Assets Sales Revenue
Fixed Assets Sales Returns
Accumulated Depreciation Total Revenues
Total Fixed Assets Cost of Goods Sold
Current Assets Gross Profit
Banks Operating Expenses
Inventory Manfacturing Expenses
Total Current Assets Selling and marketing Expenses
Total Assets Administration Expenses
Liabilities & Owner Equities Depreciation Expenes
Current Liabilities Total Operating Expense
Accounts Payable Interest Income
Accruals Net Operating Profit
Total Current Liabilities Net Income
Long Term Liabilities
Notes Payable
Total Long Term Liability
Owners’ Equity
Retained Earnings
Total Owners’ Equity
Liabilities & Owner Equities
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Microsoft Dynamics AX classifies main account types into two main groups. The
first group is Transactional accounts, where all financial transactions are recorded.
The second group is Reporting accounts, which is used to report and classify caption
totals, as shown in the following figure:

Microsoft Dynamics AX Main account types

zzziiiziziig

Header

Reporting Page header

Empty header

The transactional accounts that carry posted transactions on the application
maintain a record of all the data related to the transaction. This includes the main
account number, amount, transaction side (debit/credit), currency, transaction text,
transaction type, in addition to original documents (that generate this entry), and
who posted the transaction.
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These classifications help at the reporting level and are considered the first
classification layer for main accounts.

In order to view all the main account types, navigate to General ledger | Setup

| Chart of accounts | Chart of accounts. You can double-click on Main account
or click on Edit, go to the General fast tab, and then go to the Main account type
combobox. Another option is to navigate to General ledger | Common | Main
accounts. You can also double-click on Main account or click on Edit, go to the
General fast tab, and then go to the Main account type combobox.

Using transactional accounts

Transactional accounts represent the primary classification of the main accounts.
They are divided into two main groups: balance accounts, and profit and loss accounts.

Balance accounts

The first classification type of transactional accounts is balance accounts, which
represent the balance sheet report components.

The balance in a balance account is calculated from the account
opening day till the date of reporting. In the year-end transaction, the
’ closing voucher is transferred to the opening balance of the account.

Balance accounts have the following three classifications that represent their nature:
* Assets: This represents the resources that are owned by the organization and
are used to carry out business activities such as producing a product

* Liabilities: This represents the claims against assets; for example, the
obligations of borrowing money to acquire machines, or products

* Equity: This represents the claim on total assets; it is equal to total assets
minus total liabilities

Profit and loss accounts

The second classification of transactional accounts is profit and loss accounts,
which represents the Income statement report components.
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* The balance of profit and loss accounts are reset to 0 each year. In

the year-end transaction, the balances are rolled up in the retained
T earnings account.

Profit and loss accounts have two classifications that represent the nature of
accounts: expense and revenue. The expense accounts represent the costs of assets
that are consumed in the process of generating revenue; it is the actual or expected
cash outflow. The revenue accounts represent the results from sales.

The following screenshot illustrates the main account type. To access this form,
navigate to General ledger | Common | Main accounts. You can also double-click
on Main account or click on Edit and then on the General fast tab.

TFMNew 45 Newfromtemplate X Delete [ /' Edit ] Translations
Main account =« Name
119999 TOTAL CASH & CASH EQUIVALEI

Main account:

Select the level of main account te display:
Companies:
a General
f_ Totals 57 Assign termplate™
Ledger
Eﬂain account t}fpeﬂ Total v

Reporting type:

Profit and loss

Main account category:
Revenue

Expense
DE/CR proposal: Balance cheet

DEB/CR requirement: Asset

Liabili
Balance centrel: - o

ur
Rebtotsccounts R

Offset account: Reporting
Commen H

Using nontransactional accounts

Nontransactional accounts represent the financial reporting presentation, which
is divided into two main types: totals and reporting. None of the transactions are
allowed to be posted on these accounts.
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Totals

Totals are used to sum up the caption or subcaption range of main accounts to give
a quick overview of the account's balance; the following screenshot illustrates the
setup of the total account type:

IF Mew -_:?Newfrom template X Delete [ °//"‘Edit ] Translations

Main account  ~  MName
119999 TOTAL CASH & CASH EQUIVALEI

Main account:

Select the level of main account to display:
Companies:
4 General

fi Totals |77 Assign template ™
Ledger

Eﬂain accountt}fpeﬂ Total A

Reporting type:

. Profit and loss
Main account category:
*" | Revenue
Expense
DB/CR proposal: Balance sheet
DB/CR requirement: Asset
Liability

Balance control: -
Equi

Related accounts

Offset account: Reporting
Comman

The total of accounts is managed through an account interval
- form in order to identify the range of total.
@@i%“ If there are subtotal accounts, they are neglected in the
grand total. Do not worry — there are no duplications in the
calculation of totals.

Reporting
The Reporting type dropdown is used to manage the presentation of financial

reporting. The available options are Header, Empty header, and Page header,
as shown in the following screenshot:
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‘ MNew {:} Mew from template™ 2% Delete f‘ Edit Translations

Main account  *~  Mame DEfr eI
119999 TOTAL CASH & CASH EQUIVALE.

Select the level of main account to display:

Companies:

4 General
p =7 Assign template ™
Ledger
@n account type: |Rep0r‘tir‘|g 3
Reporting type: ]
) . =
Main account category: [Header
Empty header
DB/CR proposal: fagehea?er .

Main account categories

Main account categories represent a second level of classification and are used
as a grouping layer for the main accounts. The main account category is used for
reporting and in cubes for business intelligence.

% More than 50 ledger account categories are provided by default.

Y

In order to view all the main account categories, navigate to General ledger | Setup
| Chart of accounts | Main account categories. The following screenshot shows the
Main account category screen:

-',::- Mew F Link main accounts
Reference D+ Main account category  Description Main account ... Closed
1 CASH v O
2 CASHECUIV Cash Equivalents |
3 SHORTTERMINVEST Short-term investments [l
4 AR Accounts Receivable O
5 INV Inventory O
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_ If the Closed checkbox is checked, that particular Reference ID value
cannot be selected in the main account form. It is better to serialize the
= reference IDs in the logical order of reporting levels so that they can

be used as a sorting identifier.

The following screenshot illustrates the main account; you can see the Main account
category field under the Ledger fast tab:

4 General
2 [E Assign templatey L
Ledger Administration
Main account type: Asset v Do not allow manual entry:
Reporting type: Active from:
main account categorﬂ AR |v Active to:

DB/CR proposal: Main account category 4  Description

(AR i Accounts Receivable
DB/CR requirement: ; ' 5 . .
CHRNOTUSEWORKCAP Charges not using working capital
Balance controk COGS Cost of Goods Sold

Controlling main accounts

As seen in the following figure, Microsoft Dynamics AX offers three main groups
of controls over the main accounts. The first is specific to debit and credit controls,
the second to account administration, and the third to posting validation.

Microsoft Dynamics AX Main account controls
--------------------------------------- § === e e e oo e mmmmm e mm e mmmmm oo,

Debit/credit controls Account administration

1 1 [ |
1 i 1y 1
| | | |
i i . . i
; 11| Do notallow || Activation Suspend ||| ;
! i ' {[manual entry dates i ! !
! 1 | |
1 [N 1y 1

Debit/Credit controls

The Debit/Credit controls group is divided into three subgroups: the first is
Debit/Credit Proposal, the second is Debit/Credit requirements, and the third
is Balance control.
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Debit/Credit Proposal

Every main account has a normal accounting side, be it debit or credit. The financial
controller might prefer to have Microsoft Dynamics AX suggest to accountants the

side of account (whether it is debit or credit) as a proposal and give the user the
option to move to the other side according to the transaction.

For example, the customer account is proposed to be on the credit side. This is
recommended for accountants with experience, as they can decide whether it is

required to change the side of the account.

JF New 40 New from template ¥

7< Delete

| Z Edit |

MName

Main account:

Bank Account - USD

Bank Account - CAD

Bank Account - CNY

Bank Account - EUR

Bank Account - DKK

Bank Account - GBP

Bank Account - Payroll
Petty Cash

TOTAL CASH & CASH EQUIVALENTS
Bonds

Other Marketable Securities
Bill of Exchange (BOE)

BOE Remitted for Collection
BOE Remitted for Discount
Protested BOE

m

Select the level of main account to display:
Companies:
General

>
Ledger

[FAssign template ¥

Main account category: CASH

I DB/CR proposal: I

DB/CR requirement:

Main account type:

Reporting type:

« B4

Balance control:

4

During the processing of a transaction, the cursor moves to the side that is
configured in the debit/credit proposal (when the Tab key is pressed), as shown

in the following screenshot. You can access it by

navigating to General ledger |

Journals | General journal and clicking on Lines.

Postv  Validatev  Financial dimensions ¥ Sales tax

4 New X Delete

Period journal v

Functions¥  Fixed assets¥  Inquities¥  Print™

Total debit Total credit

Balance

0.00

0,00 0,00/ Jo

0,00 0.00 0.00

Overview iGeneral I Invoice | Payment | Payment fee ' Fixed assets | Remittance | History

Budget check results
Per voucher:

Account
110180-10-1001

Youcher Description

00000380 Ledger

[7] pate
[C] 104f2...

Account type

redit Offset acco... OFffset account

Ledger
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Debit/Credit Requirements

Every main account has a normal accounting balance, be it debit or credit, and

this main account is debited or credited. The financial controller can prefer to get
Microsoft Dynamics AX to control specific main accounts in order to prevent end
users from shifting the entry side of the main account. For example, the rent account
should always be debited against the bank account.

The following screenshot shows the debit/credit requirements of a main account:

FNew  4f Newfrom template™ 2% Delete [/Edit] Translations

Main account Name Main account: | 110180 | Name:| Petty Cash
- -
110180 Petty Cash Select the level of main account to display: | Chart of accow v
Companies: L 4 - 4
4 General
poo |7 Assign template ™ & IgAddltmna\ consclidation...

Ledger Administration

Main account type: Do not allow manual entry: O

Reporting type: Active from: i

Main account category: | CASH |v Active to: =
Suspended: O

DEB/CR proposal: W

@:’CR requirement: Debit

Mandatory reference: O

Balance control: | v
Close type: Not applicable

The main account configuration is Debit. The accountant attempts to enter
transactions in the credit side, as you can see in the following screenshot. You can
access it by navigating to General ledger | Journals | General journal and clicking
on Lines, as shown in the following screenshot:

JNew X Delete  Postv Validatew  Financial dimensions™  Salestax  Period journal ™ Functions>  Fixed assets¥  Inquiries™  Print™

Balance Total debit Total credit Budget check results
0.0 160 | Per voucher:

14607 Journ

1,00/ P her 1.00

Overview | General | Invoice | Payment | Payment fee | Fixed assets | Remittance | History | ’
1 pate Voucher  Accounttype  Account Description Debit | Credt | Offset acco... Offset account
63 10/4/2... 00000380 Ledger 110180-20-1001 1.00 fark USA OPER

| ) ]

Read the warning messages and take suitable action.
.
. . Message (12:07:40 pm)
1=}, The main account on combination 110180-20-1001 is set up to be used only For debit transactions. You must select a main account that is set up only for credit transactions, or that has no debit or credit requirements|
12}, Problem with posting to account number 110180 with name Petty Cash,
L—J/ Reported from company accounts ceu
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Balance Control

Every main account has a normal accounting side, be it debit or credit. If the balance
contradicts this norm, it indicates a concern and should be outlined. The financial
controller can have preferences to get Microsoft Dynamics AX to control a specific
main account's balance in order to prevent any balance issues. For example, bank
accounts should always be on the debit side. If they are on the credit side, this
indicates an issue. As shown in the following screenshot, Balance control prevents
this from happening:

#-New  4F New from template~ 2% Delete [ / Edit l Translations

Main account Name Main account: ‘ 110180 | Name: ‘ Petty Cash
- -
110180 Petty Cash Select the level of main account to display: | Chart of accow
Companies: - - 4
4 General
2 [F Assign template ™ H gAdditiﬂna\ consolidation...
Ledger Administration
Main account type: Do not allow manual entry: ~ []
Reporting type: Active fram: M
Main account category: | CASH |v Active to: iz
Suspended: O
DB/CR proposal: v
DB/CR requirement: v
Mandatory reference: O
| Balance control: Credit v
Close type: Not applicable

If the balance control is broken during the processing of a transaction, an Infolog
window will pop up displaying the A requirement for credit balance is selected
for account #####, but this is violated by voucher #.## message.

The main account's configuration in balance control is Credit. The current balance
of the main account is credit -1,000. The current transaction credits the main account
by -1,001.
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While posting the entry, Microsoft Dynamics AX certifies the main account's
balance control configuration and then calculates the current balance. The difference
is shown in an Infolog window, as shown in the following screenshot. You can
access it by navigating to General ledger | Journals | General journal and clicking
on Lines.

FNew K Delete | Postv  Validate  Financial dimensions~ _ Salestax  Period journal _ Functions~  Fixed assets~  Inquiries~  Print~

Balance Total debit Total credit Budget check results
oo | Per voucher:

nal 0.00 | Journal 1,001:00] Journal

1,001,001 Per voucher 1,001.00

0.00°| Per

Overview | General | Invoice | Payment | Payment fee | Fixed assets | Remittance | History |

Date voucher  Accounttype  Account Description Debit || Credit Offset acco... Offset account
10/4/2... 00000380 Ledger 110180-20-1001 1,001,00 Bank USA OPER
¥ Main accounts (Unsaved filter) ~ Main account SRR ¢ 1454 Balance
Main account | Name Main account type  Main account category -1,000.00
10180+ - - v Current fiscal year perio...
110180 Petty Cash Asset CASH
n | SR
@5  One or more critical STOP errors have occurred. Use the error messages below to guide you o call your
) administrator.

[ Message (01:30:04 pm)
A requirement for credit balance is selected for account 110180, but this s violated by voucher 1.00,
% Posting has been canceled.

Using account administration

The main account administration is divided into three main groups. The first group
is Do not allow manual entry, the second is Activation dates, and the third is
Accounts suspension.

Do not allow manual entry

The integrity between the general ledger and subledger is an essential factor in

ERP. It is characterized in the main accounts and subledgers. The subledger should
guarantee that all posted transactions to the general ledger are from the submodules'
end. Microsoft Dynamics AX controls the main accounts; this does not allow any
direct transactions to be posted to the main account. This means that any transaction
affecting a main account must be posted throughout the submodules posting the
profile. This checkbox is Do not allow manual entry, which was known as Locked
in Journal in Microsoft Dynamics AX 2009.
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On the other hand, there are other accounts that does not need this control since it is

not related to subledger posting profile, and it is okay to post transactions directly to
these accounts.

SFNew  40F Newfrom templatey X Delete ‘ /' Edit [

Main account Name * | Main account: 110110 Mame: Bank Account
& 3 Select the level of main account to display:  Chart of accounts v

110110 i Bank Account - USD x L <
el RO ERR R ORI | Companies: Ea v n
110115 Bank Account - CAD !

110120 Bank Account - CNY 4 General

110130 Bank Account - EUR >- 5 Assign template ¥ &

110140 Bank Account - DKK

Ledger Administration
110150 Bank Account - GBP

= Main account type: Do not allow manual entry:
110160 Bank Account - Payroll

Ll

During the processing of a transaction, if an accountant wants to select a main
account and this account is configured as Do not allow manual entry, an Infolog
window will pop up that will display Value (account #####) is not allowed for
manual entry. Enter another value. In other words, this means "select another
account"; this is shown in the following screenshot:

e New X Delete Postv  Validatev  Financial dimensions¥  Salestax  Period journal ¥ Functions¥  Fixed assets¥  Inquities¥  Print¥

Balance Total debit Total credit Budget check results

Journal: 0,00 Journal: 1,000,00] Journal: 1,000,00 | Per voucher:

0.00

cher: 1,000.00 | Per voucher: 1,000.00

Overview [Gen;rafl Invoice ‘I-Pay;enit | Payme7nt fee 7|’Fixed a;sets-IVReimittiance [ﬁst;vy‘ ]

[] Date Voucher  Account type  Account Description Debit  Credit Offset acco...
9/32012 00000376 Ledger 110180-10-1001 1,000.00

Offset account
Ledger

iy B |

Read the warning messages and take suitable action.
/A
- 4 Message (11:47:01 am)
ﬁﬂ Yalue 110110 is not allowed for manual entry. Enter another value.

—
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Activation date

The activation date is commonly used for newly created accounts (which will be active
for operations at a future date) and in another scenario for main accounts (which can
be deactivated after a specific period), as shown in the following screenshot:

Administration

Do not allow manual entry:

Active from: 6/1/2013 :ﬁ

Suspended:

If an accountant wants to work with a main account, but it has not been a day since
its activation, an Infolog window will pop up during the processing of a transaction
that will display Main account ###### is not active, as shown in the following
screenshot:

—

1% Infolog (1)

Read the warning messages and take suitable action.

A

A Message (10:26:20 am)

iy Main account 110101 is not active.

Suspending account

The suspending account is used in case there is an account that requires to be stopped
from an operation, as it will not be used any more. As shown in the following
screenshot, there is a control to suspend an account from operational posting:

Administration

Do not allow manual entry: ]

Active from: _ﬁ
Active to: |
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During the processing of a transaction, if an accountant selects a main account that is
suspended, an Infolog window will pop up that will display Main account ######
is closed, as shown in the following screenshot:

"1 Infolog (1)

! Read the warning messages and take suitable action.
A
-4 Message (10:31:43 am)

=) Main account 110101 is closed.

Using posting validation

Posting validation is divided into three main groups. The first group is currency
control, the second is user control, and the third is posting type control.

Currency control

The financial controller can prefer to get Microsoft Dynamics AX to control specific
currencies in order to stop transactions in other currencies in the main account.

For example, the controller requires the Egyptian bank main account to only accept
transactions in Egyptian pounds (EGP) and prevents the transaction from posting if
the transaction has a different currency, as shown in the following screenshot:

Mew 4 Mewfrom template™ X Delete [/Ed\t ] Translations

Main account  Name Main account: [110110 | Name:| Bank Account - USD

110110 - -
110110 Bank Account - USD Select the level of main account to display: | Chart of accou v

Companies:

I General

a Setup
Currency Posting
Currency: uso |v Posting type: v
Validate currency code: ﬁ Validate posting: Optional v

The Currency code validation options are as follows:

* Optional: This field is not authenticated at the time of posting. This is the
default setting

* To befilled in: This field (provided by Microsoft Dynamics AX) checks
whether the field is filled in for posting
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* Table: This field (provided by Microsoft Dynamics AX) examines whether
the field is completed for posting and that the value matches the value
specified in the main account

e List: This field verifies that the field is filled in with one of the values that
are defined on the Validation list button

% Currency code validation is only activated if the selected
4 validation is a list.

During the processing of a transaction, if an accountant changes the currency,
an Infolog window will pop up that will display The currency must be EGP for
account ######, as shown in the following screenshot:

ENew X Delete Post¥y  Validate  Financial dimensions¥  Salestax  Period journal™  Functionsv  Fixed assets¥  Inquiries¥  Print™
Balance Total debit Total credit Budget check results
Journal: Journal: 1,001,00'| Journal: 1,001,00 | Per voucher:

voucher: 1,001.00

Per voucher:

1,001.00°| Per

Overview | General lInvoice I Payment | Payment fee | Fixed assets | Remittance History%

(]} Date Voucher  Accounttype  Account Description Debit ~ Credit Offset acco... Offset accoul
00000380 Ledger 110180-20-1001 1,001.00 Bank USA OPER

Read the warning messages and take suitable action.
A

. Message (02:27:28 pm)
EL The currency must be EGP for account 110180,
12} Problem with posting to account number 110180 with name Petty Cash.
Ei/ Reported from company accounts ceu

< g . il

Currency: usb - Settlement type: MNone Withholding tax group: v

User control

Every main account might have a posting constraint per user. The financial controller
can prefer to get Microsoft Dynamics AX to control specific accounts for certain end
users who are permitted to post transactions on these main accounts, by navigating
to General ledger | Common | Main accounts. You can also double-click on Main
account or click on Edit and then go to the Setup fast tab.
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4 New -‘,:i- New from template™ 2% Delete [ Z Edit ] Translations
Main account Name

110110 - -
110110 Bank Account - USD Select the level of main account to display: | Chart of accom v

Main account: ‘ 110110 | Name:| Bank Account - USD ‘

Companies: "n &~ R
I General
a Setup
(4] 2, User validation !féCurren:y code validation #H
Currency Posting

Currency: usp | v Posting type: v
Validate currency code: | List w| Validate posting: | Optional v

User
User ID: Guest| |v
Validate user: List w

% User validation is only activated if the selected validation is a list.

During the processing of a transaction, if an unauthorized accountant tries to post
a transaction on the main account, an Infolog window will pop up that will display
You are not authorized to use account #####, as shown in the following screenshot:

L6 New X Delete Post¥y  Validatev  Financial dimensions  Salestax  Period journaly  Functions~  Fixed assets¥  Inquities  Print~

Balance Total debit Total credit Budget check results
Journal: 0.00 [ Journal: 1,001.00 | Journal: 1,001.00 | Per voucher:
Per voucher: 0.00 [ Per voucher: 1,001.00 | Per voucher: 1,001.00

Overview [General Ilnvoice IPayment l Payment fee ]Fixed assets IRemittance IHistory}

(] Date Voucher  Accounttype  Account Description Debit  Credit Offset acco... Offset account
@ 10{4/2... 00000380 Ledger 110180-20-1001 1,001.00 Bank USA OPER

!

an
7

-l

Read the warning messages and take suitable action.

- 4 Message {(03:13:24 pm)
You are not authorized to use account 110180,
’ Update has been canceled because of an error.
' Problem with posting to account number 110180 with name Petty Cash.
E‘V Reported from company accounts ceu

—
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Posting type
The Posting type validation is a control that is used to stop posting on a specific
type of transaction of the main account, as shown in the following screenshot:

% Posting validation J§ 52, ¢ il
Posting
rrency: v Posting type: Bank] v
lidate currency code:  Qptional v { Validate posting: List v

During the processing of a transaction, if a transaction breaks the posting type of the
main account, an Infolog window will pop up that will display The posting type for
account ##### is not valid, as shown in the following screenshot:

| Date Voucher Accounttype Account
6/... 00000039 Ledger {170150- - - v

" 5 Infolog (1) =N BB 5

L Read the warning messages and take suitable action.
LB,

- Message (02:06:31 pm)

[{g The posting type for account 170150 is not valid.

..... izl Journal is OK.

IThe posting type for account 170150 is not valid.

|| clear |[ Close |
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Understanding shared financial data

Microsoft Dynamics AX 2012 R3 introduced a new concept called shared financial
data, which reduces the effort and time of deployment in a multiple-company
environment and operational maintenance as well. A group of companies can share
the same chart of accounts, currencies, and dimensions; this decreases the operation
time. For example, a new main account will be available to all companies. The
following figure explains the concept of shared financial data in detail:

Microsoft Dynamics AX shared financial data

Chart of accounts

m Account structure

ejep paleys

D[ owen

(Auedwo9) Ayjua jega

Exchange rate type

Exchange rate

The financial data that will be shared between companies is as follows:

e Chart of accounts: This contains the main account

* Account structure: This contains the applicable dimensions of the main
accounts

* Fiscal year: This contains the start date and end date of the fiscal year and the
period's management

* Currencies: This represents the default currency and reporting currency

* Exchange rate type: This sets the monthly exchange rate for foreign
currencies and the default budget exchange rate
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To access the ledger window, navigate to General ledger | Setup | Ledger. The
following screenshot shows the Microsoft Dynamics AX 2012 R3 ledger:

©/|Ledger calendar || Recalculate ledger periods 1N ‘0
Chart of accounts
Chart of accounts: COA Default v

Account structures
I{)B Addv  J Remove  Configure account struct...

Account structure Name
Account Structure - P&L Account Structure - P&L

Interunit accounting

Balancing financial dimension: CostCenter v

Fiscal calendar

Fiscal calendar: EGY ‘ v

Currency

Accounting currency: EGP lv

Reporting currency: usb ,v

Default exchange rate type: Egypt ‘ v
Default budget exchange rate type: | Egypt ’v

Enter the default main account that will be used during processes that include currency revaluation.

Exploring the sales tax mechanism

In this section, we will explore the sales tax mechanism in Microsoft Dynamics AX
R3. The sales tax is registered on both the vendor/customer level and the item level
to cope with international suppliers that reflect different tax rates for the same item.
The system must recognize the same tax rate in the vendor/customer and item levels
to process the transaction. The calculated reflection of the sales tax on the finance
module is shown in the following figure:
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Microsoft Dynamics AX 2012 — sales tax

Item sales
tax group

b
b
b
b
d L
\/

Calculated sales tax

In order to define sales tax in Microsoft Dynamics AX 2012 R3, you have to create tax
authority, period settlement, ledger posting group, sales tax code, sales tax group,
and item sales tax group.

In order to create sales tax authority, navigate to General Ledger | Setup | Sales tax
| Sales tax authorities. Link the tax authority with the vendor ID, as shown in the

following screenshot:

St New 2% Delete

Authority
CAA

-

MName
California tax authority

Narme: | California tax authority

Authority identification: I:l

4 General
Other

Vendor account: | US_Tx 001

Report layout

Report layout: | Default
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In order to create period settlement, navigate to General Ledger | Setup | Sales
tax | Sales tax settlement periods. The Authority field is mandatory, and Period
interval is the field with which the tax will be settled, as shown in the following
screenshot:

== MNew ?( Delete Sales tax payments  Interval sales tax settl.. Posted sales tax
Settlement period  ~  Description Settlement period:
CcA Califernia quarterly
Description: | Califarnia quarterly |
a4 General
Special report

Terms of payment:

I

Authority: CAA

<

Period
Period interval: Months w

MNumber of units:

I

In order to create a sales tax posting group, navigate to General Ledger | Setup |
Sales tax | Ledger posting groups. Identify the Sales tax payable, Use tax payable,
and Settlement account fields, as shown in the following screenshot:

£ New X Delete
Ledger posting group  +  Description Led - ) -
) ger posting group: | CA_State
CA_State i California State Tax -
1 Description: | California State Tax
a4 General
Posting
Sales tax payable: |2021C'0 hd
Use tax payable: |2221C'0 hd
Settlement account: |2221C'U -

The tax receivable will be available dynamically if the Apply use US tax
= checkbox is checked in the General Ledger parameters.

[54]



Chapter 2

In order to create the sales tax code, navigate to General Ledger | Setup | Sales tax
| Sales tax codes. In the General fast tab, assign the Settlement period and Ledger
posting group. In the Calculation fast tab, assign the following parameters:

* Origin: This is the field that represents the origin from the which sales tax
is calculated

* Marginal base: This represents the basis of tax limits

* Calculation method: This represents whether the sales tax is calculated for

the entire amount or for an interval

These parameters are shown in the following screenshot:

4 New ?( Delete Values  Limits  Inquiries™  Print™  External codes  Recalculate tax™
Szlestaxcode = Name Sales tax code: AV_CAS
AV _CAST California State - Retail Prod
Name: California State - Retail Prod
Sales tax jurisdiction code: ‘v
Percentage/Amount: 10.00000
4 General
Currency Packing duty
Currency: usp Sort code: l:l
Conditional sales tax Invoicing
Payment sales tax code: ljl Print: Print code  w
Print code:
References
Settlement period: CA |v Negative sales tax percentage
Ledger posting group: | CA_State | w | MNegative sales tax percentage: [ ]
4 Calculation
Calculation parameters Round-off
Origin: v|  Round-off 000

Marginal base: Net amount of inveice balance v| Rounding farm: Mormal v
Calculation method:
Whole amount v Duty

Sales tax on sales tax:

Packing duty:

Il

Unit: Calculate before sales tax:

To identify the sales tax percentage, go to Values. Enter a value in the Value field, as
shown in the following screenshot:

A Mew 75 Delete [Va\ues] Limits  Inquiries™  Print~  External codes  Recalculate tax~

Salestaxcode = MName Sales tax code: AV_CAS

AV_CAST California State - Retail Prod
Narme: California State - Retail Prod

Values (1 - usmf) - Sales tax code: AV_CAST, 10,00000, Sales tax code: AV_..| = | B -
HNew X Delee D e
Qverview | General

O

To date Minimum limit  Upper limit Value
0.00 0.00 10.00000

[55]



Understanding the General Ledger

* The sales tax can be changed based on the government regulation. To

apply the changes in sales tax based on the government regulation,
T add a new line and enter the starting date to apply the new tax rate.

In order to create a sales tax group, navigate to General Ledger | Setup | Sales tax |
Sales tax group. Under the Setup fast tab, add the Sales tax code value, as shown in
the following screenshot:

New 7< Delete Recalculate tax~
Salestaxgroup *  Description Sales tax group: | CA

CA California

Description: California

I- General
a Setup

If,? Add w Remove

[] Salestax code Exempt Exemptcode  Usetax Percentage/Amount  Name
AV_CAST O O 10.00000 Calif...

In order to create an item sales tax group, navigate to General Ledger | Setup |
Sales tax | Item sales tax group. Under the Setup fast tab, click on Add and enter
the Sales tax code value, as shown in the following screenshot:

- MNew 2% Delete Recalculate tax ™

ltem sales tax group  *  Description | |top cales tax group: | ALL

ALL All sales tax

AUV Audio/Videc Description: All sales tax codes

HOURS Hours Reporting type: v
SPE Spare parts 4 Setup

EESI Add x Remaove

[ Sales tax code Percentage/A&meount  Mame
AV_CAST 10.00000  Califormia State - Retail Prod

AV_CHCITY 125000 Chicago City - Retail Prod

In order to apply the sales tax in a general ledger transaction, navigate to General
Ledger | Journals | General Journal, create a new journal, and then move to lines.
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In the voucher line, select the Account type value as Vendor, select the vendor ID,
enter 1000 in the Credit side amount, and select the Offset account value. Then,
select the Sales tax group and Item sales tax group fields; the system will calculate
the sales tax amount, as shown in the following screenshot:

3 New 75 Delete Postv  Validate™  Financial dimensions»  Salestax  Peried journalv  Functions~  Fixed assets™  Inquiries™  Print™
Balance Total debit Total credit Budget check results

ournal: Journal: Journal: Pervoucher:
Per voucher: Pervoucher: Pervoucher:

Display journal lines:

Overview | General | Invoice | Payment | Payment fee | Fixed assets | Remittance | 1099 | History |

[] Date Voucher Accounttype  Account Description Debit Credit Offset accounttype  Offset account
1/5/2014 GMILOOD... Vendor VENDOD2 1,000.00 Ledger 112000--

Currency: usp ‘ W Settlement type: Mone Withholding tax group: ljl

Sales tax group: CA w || Account name: Mohamed Aamer Release date: )

[tem sales tax group: ALL w || Offset account name: | Safe drop

Calculated sales tax amount: f100.00

Actual sales tax amount: 100.00

There is an effect on the price based on the sales tax rule, whether the price includes
or excludes the sales tax can be defined as follows:

* Price includes sales tax: For a 10 percent sales tax and a $100 price, the
system will allocate $90 to the undocumented liabilities account and $10
to the VAT account

* Price excludes sales tax: For a 10 percent sales tax and a $100 price, the
system will allocate $100 to the undocumented liabilities account and $10
to the VAT account
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& checkbox.

Please note that price including sales tax rule is configured from the
following paths:

* General Ledger | Setup | General ledger parameters and then
go to the Sales tax tab. Check the Amounts include sales tax
checkbox.

*  The vendor master data form can be accessed by navigating to
the Accounts Payable | Common | Vendors | All vendors |
Invoice and delivery fast tab. Check the Price included sales tax

*  The customer master data form can be accessed by navigating
to the Accounts Receivable | Common | Customers | All
customers | Invoice and deliver fast tab. Check the Price
included sales tax checkbox.

*  On transaction journals, under the Setup tab, check the Price
included sales tax checkbox.

*  On the sales order and purchase order headers, in the Setup fast
tab, check the Price included sales tax checkbox.

Withholding tax

The withholding tax is calculated and executed on the vendor payment process. The
calculated reflection of the withholding tax on the finance module will be as follows:

Price includes sales tax: For a 5 percent withholding tax, 10 percent sales tax,
and a $100 price include the tax, $90 price exclude the tax, and this amount

is the base of withholding tax (90 *5%). The system will allocate $4.5 to the
withholding tax payable account, and $95.5 will be allocated to the payables
account.

Price excludes sales tax: For a 5 percent withholding tax, 10 percent sales
tax, and a $100 price exclude the sales tax. This will be the base of the
withholding tax calculation (100 * 5%), and the amount including sales tax is
$110. The system will allocate $5 to the withholding tax payable account and
$105 will be allocated to the payables account.

The Withholding tax checkbox on the vendor master data form must
sl be checked in order to let AX calculate the withholding tax during the

Q payment process. In the vendor master data form, navigate to Accounts

Payable | Common | Vendors | All vendors | Invoice and delivery
fast tab and click on the Calculate withholding tax fast tab.
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Understanding financial management in
action

Here, we will understand the process of financial management through the opening
balance and various daily transactions.

Opening balance

When a company migrates from a legacy ERP solution to Microsoft Dynamics AX,
one of the important data migration tasks is creating opening balances in the new
Dynamics AX system based on the closing balances of the previous closed period
(often the fiscal year) from the legacy system.

In order to ensure the accuracy of your Dynamics AX's opening balances, it is
important to take a systematic approach to the process of planning, designing, and
executing the migration of data for trial balances and subledgers, as well as validation
and reconciliation of these elements along with the general ledger, subledger, and
financial dimensions. In this section, we will lay out the process and elements involved
in creating new opening balances in Microsoft Dynamics AX from a legacy system.

Elements of opening balances are as follows:

* Trial balance report: This consists of data about balance accounts that move
their balances from one year to another, and profit and loss accounts that
represent the income statement results and do not move to another year.

* Subledger: This consists of data about fixed assets, banks, vendors,
customers, and items. Subledgers are linked to the chart of accounts through
the posting profile setup.

* Validation and reconciliation: This validates the balances between the
subledgers (fixed assets, banks, vendors, customers, and items) and general
ledger accounts which are known as trial balance accounts, taking into
consideration the balance financial dimensions (business units, department,
and purpose). The controllership and financial consultants should finalize
and validate the design and deployment of financial dimensions or
dimension rules.
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Data integrity between the general ledger, subledger, and financial dimension is one of
the main objectives of ERP. It must be considered from day 1 of the opening balances,
as the opening balance transactions can affect daily transactions after going live.

Implementation execution — opening balances

Posting profile

[

] { Subledger ’
Best practices of uploading opening balances
balance) and subledgers (vendors, customers, bank, inventory, and fixed assets).

Fixed assets
[Acquisition | [Depreciation] ltems
J
After various attempts to upload opening balances to Microsoft Dynamics AX, the
This is by using an error account in the subledger entries of the debit and credit

. [Vendors] [Customer][ Banks ]
commonly followed approach is to separate the upload of ledger accounts (trial
sides only in order to balance the subledger:

e The Dr. Error account

¢ The Cr. Error account

This approach took a lot of time and effort in order to ensure that the general ledger's
accounts and subledgers are reconciled and that the balance of error account is 0.
Also, the opening balance methodology must be aligned with the financial controller.

Planning and designing

The master data and opening balance transaction upload is handled through

Data Import Export Framework (DIXF), which is newly introduced in Microsoft
Dynamics AX 2012. This functionality helps consultants to gather the data that will
be uploaded in Excel files, upload it to a staging table, validate the uploaded data,
and then move it to the target tables.
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The following steps should be followed in the planning and designing phases:

Prepare and upload the master data into Microsoft Dynamics AX (chart of
accounts, banks, fixed assets, financial dimensions, vendors, customers, and
inventory items).

Maintain a high level of coordination between the controllership and
application financial consultants in the design phase, including the
finalization of mapping between the old chart of accounts (legacy system)
and the new one.

The application financial consultants should ensure the setup of the required
fields in the data-collection template that they will use in order to upload the
opening balance.

The accountant who will fill in the opening balance data collection sheet
must understand the fields and how they will fill them in.

Create a separate journal name under the general ledger journal and voucher
number sequence for easier tracking.

Create separate journal names under Inventory Management (the movement
journal) and voucher number sequence for easier tracking.

If adjustments are needed for the opening balance, use the same journal
name and voucher number.

The opening balances of the general ledger and subledger are uploaded
together. Avoid separating the general ledger's upload and the subledger's
upload as far as you can.

The subledger's (vendors and customers) posting profiles should be assigned
to the opening balance.

Create the necessary fiscal periods for fixed assets acquisitions in old periods.

Execution

The opening balance will be executed in three waves: the acquisition and
depreciation of fixed assets, items, and trial balance with subledger. The following
are the methods we utilize to ensure correct execution:

Wave one is fixed assets. The following are the methods to be used in
wave one:
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o

Fixed assets acquisition will be executed through a fixed assets
acquisition proposal. The acquisition for the assets will be in its
actual date; this is to keep the system calculation away from
manual intervention. The posting profile setup will generate the
following entry:

Dr. Fixed Assets Acquisition Accounts (Balance)

Cr. Error Account

If there are fixed assets that are acquired in a foreign currency,
modify the acquisition entry with the currency's exchange rate.

Fixed assets depreciation will be executed through a fixed assets
depreciation proposal. The posting profile setup will generate the
following entry:

Dr. Error Account

Cr. Accumulated Depreciation Accounts

*  Wave two is inventory items. The following is the method to be used in
wave two:

o

The inventory opening balance will be uploaded from the movement
journal (the inventory subledger). The posting profile setup will
generate the following entry:

Dr. Inventory Accounts (Balance)

Cr. Error Account

*  Wave three is the trial balance with subledger. The following are the methods
in wave three:

o

Identify the general ledger main account balances that are not
affected by the subledger's posting profiles

General ledger accounts that are affected by subledgers will

be broken down by their relevant subledgers (banks, vendors,
and customers) and the accounts will be affected directly by the
subledger's posting profile

Make sure that the assigned posting profile is the proper posting
profile for each customer/vendor; this is for two reasons:
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First, this will make sure that the customers' or vendors'
opening balance hits the right account, whether it is an advances
~ account or general payable/receivable account.
Q Second, this will ensure that the entries occurred during the
settlement process (during the year's operations) will hit the
right accounts.

Replace the fixed assets accounts with an error account in order
to close the amount in the error account, which resulted from
acquisition transactions

Replace the depreciation account with an error account in order
to close the amount in the error account, which resulted from
depreciation transactions

If there are balances in a foreign currency, upload the opening
balance entry with the currency's exchange rate

Validation
Validation performs the following tasks:
* Closing vouchers to transfer all profit and loss balances to the retained
earnings account

* Printing the trial balance report with the closing balance criteria

Performing daily transactions

This section covers the functionalities that help end users with their daily work,
which facilitates the entry process and thereby saves time and effort.

As seen in the following figure, there are three main functionalities, Account
alias (which is a new functionality delivered in Microsoft Dynamics AX 2012 R3),
Recurring entries, and Save voucher:

Microsoft Dynamics AX daily transactions
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The account alias

The main account alias is a function that can be utilized for nonfinancial users who
are not aware of the structure of a chart of accounts and the requirements to input
data for a financial transaction. The main account aliases give the option to enter a
predefined code for every combination of main accounts along with the financial
dimensions. It is an alternative, manually selecting an individual dimension

combination for every transaction. This is a usability function.

To access the account alias window, navigate to General ledger | Setup | Chart of
accounts | Ledger account alias, as shown in the following screenshot:

e New € Delete
" R
Ledger account aliass  «  Type  User group f user Ledger account alias: Car Petty Cash
CC Fees Shared Type: Shared =
Car Petty Cash Shared
Administration
Account structure:
Company: CEU |v
Ledger account alias definition: | 110180-20- -
Initial focus: MainAccount Y
A y
1. To access the general journal window, navigate to General ledger | Journals

| General journal | Lines. In the Account column, enter the defined main
account alias and click on the combobox; it filters to the entered alias and
shows the account's structure as well.

Then, select the alias description and it is populated in the Account column

with the account structure combination. The mouse cursor will be on a
segment that has been specified in the Initial focus field in the setup form.

Balance
Journal

Per voucher:

4 New

7< Delete

0.00

0.00

Postv  Validatev  Financial dimensions  Salestax  Period journal v

Total debit Total credit Budget check results

Journal 0.00 | Journal 0.00 | Per voucher:

Per voucher: 0.00 | Per voucher: 0.00

Overview ‘General l Invoice I Payment I Payment fee I Fixed assets [ Remittance I History\

Functions ¥

Fixed

[7] pate
712402...

Youcher Account type l Account

00000379 Ledger

Debit

I Description
- v

carp - -
Car Petty Cash ~ 110180-20-

Credit
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Recurring entries

Recurring entries are generally used for frequent transaction entries such as rentals
and subscriptions. The accountant is able to create a periodic journal and generate an
entry based on the transaction periods that are already set up.

In order to create a recurring entry (for example, for rent), you have to create a
periodic journal name. For this, navigate to General Ledger | Setup | Journals |
Journal names and create a journal name with the Journal type field as Periodic. The
following screenshot shows Periodic in the Journal type field:

4F New X Delete lournal control

Description: | Pericdic Journal |

Mame =  Description
Perlrn Periedic Journal

4 General

Journal type: Periodic

Then, as shown in the following screenshot, set the periodic journals for rent to be
posted every month. For this, navigate to General Ledger | Periodic | Journals

| Post journals; here, the periodic journal form opens up. Create a new journal
entry by pressing Ctrl + N, and then click on Lines. In the lines form, enter the date,
account type, account, debit or credit side, and offset account.

The Unit (whether days, months, years) and Number of units fields set the recurring
times of the transaction. For the rent example, select Vendor in Account type and
the vendor ID and enter the amount in the credit side. Set the suitable offset main
account. The Unit field is Monthly and Number of units is 1, which means it will
recur every month, as shown in the following screenshot:

Periodic -
Foreign currency revaluation B Periodic journals (1 - usmf) ‘ = | (=) ‘ =
Ledger settlements 26 New Print™ [Sl)
Recalculate ledger periods
Process allocation request
Batch transfer for subledger journals | Shows: Show user-created only: []
T Ty G TR AT Overview | General | Setup | Blocking | Financial dimensions | History |
4 Joumals
Periodic journals [] Name Journal batch n... + Description Post... Log Inu..
|PostJuuma\s| Perdm 00481 Periodic Journal ®
[ Journal voucher (1 - usmf) - Journal: Perlrn, journal batch number: 00481, Posted: NoJournal type: PeriodicJournal batch number: 00481 == -
“New X Delete  Salestac Print~  Financial dimensions~ 0@
Overview | General | Invoice [ 1099 | Periodic |
[] Date Voucher Accounttype Account Description  Debit Credit Offset account type  Offset account  Currency  Unit Number of units  Last date
112004 [ Vendor VENDOO3  Rent 1,500.00 Ledger 605150---- UsD Months 1
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To execute a recurring transaction, navigate to General Ledger | Journals | General
journal and create a new journal by pressing Ctrl + N. Then, click on Lines. In the
journal voucher form, go to the Periodic journal menu and select Retrieve journal.
In the open dialog box, enter End date as 1/31/2014 and select a periodic journal
name, as shown in the following screenshot:

[z General journal (1 - usmf) = =] =
: = Journals

P New =] & Print~ 0@
Allocation
Shnw: Show user-created only: [] Elimination

Overview | General | Setup | Blocking | Financial dimensions | History |

Reports

] Mame  Journal batch number ~  Description Posted |Log Inuse Re

I j General Journal S Setup

E5] Journal voucher (1 - usmf) - Journal: Genlrn, journal batch number: 00482, Posted: Nolournal type: DailyJournal batch number: 00482 \;li-
J6MNew 7 Delete  Postw Validatew  Financial dimensions™  Salestax | Period journal™ | Functions™  Fixed assets™  Inquiries™  Print™ O ®
[ Microsoft Dynamics ... (= [ 8 -|cm Budget check results

Save journal

Balance
Journal: al: Per voucher:
Period journal
Per voucher: oucher: 0.00
To date: 32004 |5
Display journal lines:
Empty date: G
Overview | General | Invoice | Payment! e =
Periodic journal number: bD431 |v
Voucher  Account bit Credit Offsetaccounttype Offset account Useadepositslip  Reversing entry
. Copy or move journal:  |Copy v
Ledger ] 1

GNJLD0OD... Ledger

Periodic journal to move or copy from

. *  Copy: The periodic transaction will be kept in the
< periodic journal, where it can be used in the future
Q *  Move: The periodic transaction will be removed from the
periodic journal

The result of this process retrieves the periodic transaction in the journal line, as
shown in the following screenshot. It also shows the next usage for the period

journal, which will be in 2/1/2014 in our example.
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-,': New ?(De\ete Postv  Validate™  Financial dimensions™  Salestax ~ Period journal™  Functions™  Fixed assets™  Inquiries™  Print~ 1] @
Balance Total debit Total credit Budget check results

Journal: Journal: Journal: Pervoucher

Pervoucher: Per voucher: Pervoucher:

Display journal lines:

istory |

Overview | General | Invoice | Payment | Payment fee | Fixed assets | Remittance [ 1000 [ H
[] Date Voucher  Accounttype Account Description
1/1/2014 £ GNILODD... Vendor VENDODS  Rent

Offset account
605150----

Use a deposit slip

O

Debit  Credit Offcet account type Reversing entry

1,500.00 Ledger

Journal voucher (1 - usmf) - Journal: PerJrn, journal

S New | X Delete

Salestax  Print™  Financial dimensions™

batch number: 00481, Posted: NoJournal type: Periodic

Overview | General | Invoice [ 1092 [ Periodic |

Account  Description  Debit Credi

VENDODS  Rent

Voucher

[] Date
2/1/2014

Account type
Vendor

1,500.00 Ledger

Unit ~

Months

Number of units ~ Last date
1 1/31/2014
v

Offset account
605150----

it Offset account type Currency

usD

Saving a voucher

Saving a posted voucher and retrieving it
a long transaction entry.

in a new voucher is generally used for

Select a posted transaction to be saved. The options for saving are in percentages

or amount.

To access the Save voucher window, navigate to General ledger | Journals |

General journal | Posted | Lines | Func
in the following screenshot:

tions | Save voucher template, as shown

Save voucher template

Template type: Percent vl
Amount

OK Cancel

Use percent if amount varies.

w.

Approvaly  Salestax  Period journal v | Functions¥ | Fixed assets¥  Inquiries ™
Settlement
Budget check results -eltemers:

100000 | Per voucher: Breakdown of voucher
Deposit sl

1,000,00 S
Journal descriptions
Delete journal lines

m — = !! Load ledger transactions
1,00 Select bridged transactions

Import account statement (transactions)
Import account statement (totals)
Ledger accruals

Select voucher template

cher template

Transfer budget

[
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In order to create a new voucher in a newly created journal, click on Functions and
then click on Select voucher template, as shown in the following screenshot:

| Functions ¥ | Fixed assets¥  Inquiries ¥
Settlement
Breakdown of voucher
Deposit slip
Journal descriptions
Delete journal lines
Load ledger transactions
Select bridged transactions
Import account statement (transactions)
Import account statement (totals)

Ledger accruals

Select voucher template

Save voucher template
(@ Transfer budget

Microsoft Dynamics AX will show all the saved vouchers in headers and lines,
displaying both sides of the transaction. A particular voucher will create a new
unposted voucher.

Closing procedure

The closing procedure is a common practice at organizations to finalize the monthly
transactions and report the monthly financial reporting. The procedure varies from
one company to another, but it has common steps between company departments.

The finance controllership department is responsible for the closing procedure,
where accountants follow up with the operations department to confirm that they
have posted the monthly transactions in the ERP. The following figure explains the
closing procedure in detail:
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Microsoft Dynamics AX closing procedure

Operations Finance

Post service invoices

Post PO-invoices

Warehousing and Settlement

nventory management

i AX administration [Stop period for operations| | Stop period | i

All the departments in a company are involved in the monthly closing process. The
Human resources department calculates the payroll and generates the payroll entry
to be validated and posted by the general ledger's accountant.

The Procurement department ensures that they have confirmed all purchase orders
to be received at the warehouse and the warehouse keeper confirms receiving them
as it affects the inventory quantities and values. On the other side, the accounts
payable accountants match and post purchase order invoices as well as service
invoices. They then execute payments of due invoices that are related to the closing
month.

The Sales department verifies that they have confirmed all sales orders to be
delivered to the customer and issue sales invoices accordingly, which generates the
revenue and cost of goods sold. In the Finance department, the accounts receivable
accountant posts the customers' collections and settlements.

During this time, the fiscal period is stopped for all operations to prevent any further
operational entries in that month and only the financial team is allowed to post the
financial adjustment entries.

The general ledger's accountant posts the recurring entries such as rental and
accruals. So, first run the fixed assets depreciation and exchange rate adjustment for
subledgers (accounts payable and accounts receivable) and then run the exchange
rate adjustments for the general ledger.
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The costing accountant runs the inventory recalculation to adjust the average cost
of inventory items and adjusts the sold quantities by the proper cost. They stop the
fiscal period after finalizing the inventory calculation.

The management of financial periods is an administrative task. There are three stages
for the period status.

To access the Period status window, navigate to General ledger | Setup | Ledger,
then click on the Ledger calendar button, and go to the Periods fast tab, as shown in
the following screenshot:

Calendar
Calendar:  FISCAL7

Description:  July through June:

Year

Fiscal year: 2010
Start date:  7/1/2009
Enddate:  6/30{2010

Status: Open
4 Periods Period 1 | 7/1/2009 | 7/31/2009
Period name  Type Short name  Period start «  End date Month  Quarter Comments Period status 2
Period 0 Opening 7i1j2009 7j1f2009 1 Quarter 1
Period 1 Operating 7(1/2009 7j31j2009 1 Quarter 1
Period 2 Operating /12009 8/31/2009 2 Quarter 1
Period 3 Operating 9/1/2009 9/30/2009 3 Quarter 1 E
Period 4 Operating 10/1/2009 10/31/2... 4 Quarter 2

All transactions that are executed have the Open status in the Period status drop-
down list.

After ensuring that all departments have entered and posted their transactions
(relevant to the current month) as well as the financial post (the month-end
adjustment transactions), the financial period status drop-down list is set to Open for
a specific user group and modules.

In order to access the modules' access level path, navigate to General ledger | Setup
| Ledger, then click on the Ledger calendar button, and go to the Modules access
level fast tab.
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Calendar
Calendar:  FISCAL?

Description: July through June:

Year

Fiscal vear: 2010
Start date:  7/1/2009
Enddate:  6/30{2010

Status: Open
I Periods Period1 | 7/1j2009 | 7/31{2009
4 Module access level

Name Access level  User group

Ledger Al v

Customer
Wendor None
Sales order User group
Purchasing all
Inventory All
Production all
Project all
Fixed assets al
Sales tax all
Bank all

After dealing with the details of the financial department, make all the required
adjustments for the current month. The financial Period status drop-down list is set
to On Hold (formerly known as Stopped in Microsoft Dynamics AX 2009), which
prevents any entry being posted in that period; but it can be reopened after that.

There is another possible scenario: changing Period status to Closed. However,
this status cannot be reopened again.

Summary

In this chapter, we discussed the practices in the financial implementations of
Microsoft Dynamics AX 2012. We focused on the general ledger, covering the types
of main accounts, classifications, and control points. We also explained shared
financial data, which is a new function introduced in Microsoft Dynamics AX 2012
R3. We also learned about opening balance best practices, daily transactions, and
the monthly closing procedure.

In the next chapter, we will cover bank management basic configurations, controls,
and integrations with other modules (general ledger, accounts payable, and accounts
receivable), and we will also perform a bank reconciliation.
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Understanding Cash and
Bank Management

The cash and bank module is the place where a company's bank account, current,
and deposit accounts are listed. In this module, a company can monitor and control
their bank transactions. The financial controller and chief financial officer will be able
to assess the cash position and bank reconciliation accuracy. This chapter covers the

following topics:
* Understanding cash and bank integration
* Controlling cash and bank management
* Exploring cash and bank management in action
* Bank account reconciliation

* Bank facility - letter of guarantee

Understanding cash and bank integration

The modules' transactions represent the customer's deposits in the company's bank
accounts, either by cash or by check, and also payments to vendors through cash or
check. Bank reconciliation is an important procedure performed weekly or monthly
(according to the number of transactions and the customers' business needs). This
process should be performed once a month before the closing period to ensure that
bank transactions (bank statements) are matched with book transactions, which are
recorded in Microsoft Dynamics AX.



Understanding Cash and Bank Management

The following diagram shows the integration of cash and bank management:

Microsoft Dynamics AX cash and bank management

|__Cash and bank management |

The cash and bank module is a shared module between the Accounts payable
module and the Accounts receivable module (as seen in the preceding diagram),
where the vendors' payments are executed by a check or cash that can be printed
through Microsoft Dynamics AX. The customers' collections are deposited into the
bank's account. The key factor here is the method of payment, which is assigned to a
transaction level that may recall a specific bank account ID, require a check number,
fire payment steps for the check process, and so on.

Controlling cash and bank management

Microsoft Dynamics AX offers five main controls over bank and cash management.
It is one of the key objectives of ERP that it controls in order to make the most

of having an ERP application in place. These control functionalities should be
highlighted to the process owners to be utilized efficiently.

Microsoft Dynamics AX 2012 emphasizes control as well as new business
functionalities. Some of these controls were newly introduced in Microsoft
Dynamics AX 2012.

Some of the Microsoft Dynamics AX cash and bank controls are shown in the
following diagram:

Microsoft Dynamics AX cash and bank controls

Credit Date Status
limit activation activation
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The controls shown in the preceding diagram are defined as follows:

Credit limit: This allows for credit limit control on the bank account. This is a

new feature introduced in the cash and bank management module.

Date activation: This detects activation dates control. This is also a new
feature in the cash and bank management module.

Status activation: This detects the activation status on bank transactions. It's

a new feature added in the cash and bank management module.

General ledger reconciliation: This assigns one ledger account to more than

one bank account.

Transaction currency: This allows multiple currency transactions to be
executed on the bank account.

Credit limit

The credit limit control stops posting transactions if it exceeds the credit limit that the
bank can propose. To access the cash and bank credit limit tolerance window, navigate
to Cash and bank management | Setup | Cash and bank management parameters |

General. The following screenshot explains the credit limit tolerance control:

\= 4/ Cash and bank management parameters (1 - ceu)

General

Bank reconciliation
Postdated checks

Number sequences

2fBank document

Set up general information for banks

I lot su' icient funds

NSF:

Check setup
Allow checks for bank or ledger accounts:

Allow check reuse:

Reversals

Use review process for payment reversals:

Reason code requirements
Require reasons for payment reversals:

Require reasons for deposit slip payment cancellations:

Prenotes
Allow prenote creation on inactive bank accounts:
Non-negotiable payment copies

Allow copies of payments:

g

Use review process for deposit slip payment cancellations: [¥]

redit limit tolerance

Bank credit limit tolerance:

etter of credit/import collection/charges

Error :

Mone

Warning
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The Credit limit tolerance field must be activated under Cash and bank management
parameters, where it gives a warning or an error, or it is deactivated. The credit limit
amount is defined for every bank account under general information. The amount
must be negative; if it is not, you will receive this message: Credit limit must be in
negative, as you can see in the following screenshot. For cash and bank credit limit
tolerance, navigate to Cash and bank management | Common | Bank accounts.
Click on Edit or double-click to open the bank form under the General fast tab.

;; Bank accounts (1 - ceu) - Bank account: HSBC - CU, HSBC - Current Account

Bank account Manage payments Set up

> | 4 Delete |§ =z ’fg_fj; !fng)':{ 2o |iz, Reconciled transactions )
g ’ « s 2. |i"; Unreconciled transactions
Edit Bank Account Balance Balance @ Transactions Attachments
account = reconciliation control
Maintain New Reconcile Balance Transactions Attachments

HSBC - CU : HSBC - Current Account

4 General None 010181 Active for all tra
Routing number type: None v Prenotes
(= Prenote required: F
Wy Infolog (1) E@ Prenote response days: 0
Read the warning messages and take suitable

action. Account active status

.4 Message (05:12:06 am)_ Active front =
Credit limit must be in negative
o J Active to: a3

Bank account status:  Active for all transactions v

|Credit limit: -999.00 l

In the course of transaction processing, if an accountant validates or posts a credited
amount that surpasses the bank's credit limit, an Infolog window will pop up
showing a message that says, You cannot post the journal because the bank's
credit limit has been exceeded, as shown in the following screenshot:
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Journal voucher (1 - ceu) - Journal: APPay, journal batch number: 000427_010, Posted: NoJournal type: Vendor disbursement
“New /X Delete Postv  Validatev  Financial dimensions¥  Salestax  Functions¥  Paymentstatus¥  Payment
Balance Total debit Total credit
Journal: 0.00 | Journal: 1,000.00 | Journal: 1,000.00
Per voucher: 0.00 | Pervoucher: 1,000.00 | Pervoucher: 1,000.00
Overview lGenelal l Payment [ Payment fee | Remittance | Bank I Fixed assets I History‘
7] Date Company accounts  Account  Description Debif Credit Offset accounttype  Offset account
4/20/2... ceu 1003 Bank HSBC - CU
1 Infolog (1) =1 EoE |
Read the warning messages and take suitable action.
. Message (05:14:07 am)
313y You cannot post the journal because the bank's credit limit has been exceeded.
e J—
You cannot post the journal because the bank's credit limit has been exceeded.
= i Document:
[ Edit ] I Clear ] [ Close ]
Document date:

Date activation

Date activation of the bank account recognizes the activation range for every bank
account. To access the cash and bank date activation window, navigate to Cash and
bank management | Common | Bank accounts. Click on Edit or double-click to
open the bank form under the General fast tab, as shown in the following screenshot:

E:J Bank accounts (1 - ceu) - Bank account: HSBC - CU, HSBC - Current Account

Bank account Manage payments Set up

9| e D = i i )
P < Delete |§ =, fm !{(3‘( i Reconciled transactions 0
Z -4 : < < - |7 Unreconciled transactions
Edit Bank Account Balance Balance Transactions Attachments
e 4 account | reconciliation control
Maintain New Reconcile Balance Transactions Attachments
HSBC - CU : HSBC - Current Account
4 General None 010181 Active for all transad
Routing number type: None v Prenotes
Bank account: HSBC - CU Prenote required: B
Routing number: 010181 Prenote response days: 0
Bank account number: Account active status
Description Active from: 4/1/201 x|
C y statement 3
ompan’ atement name: Activéto: 4/19/2013 ﬁ

Deestinztionnaies Bank accountstatus:  Active for all transactions v

Name: HSBC - Current Account
Credit limit: -999.00

Bank groups: HSBC v
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In the course of transaction processing, if an accountant posts or validates a transaction
date that is not in the active date range, an Infolog window will pop up showing this
message: You cannot use the company bank account 'HSBC - CU' for this transaction
because that bank account is not active, as shown in the following screenshot:

@ Journal voucher (1 - ceu) - Journal: APPay, journal batch number: 000427_010, Posted: NoJournal type: Vendor disbursement

m New X Delete Postv  Validatev  Financial dimensions¥  Salestax  Functions¥  Payment status¥  Paymen
Balance Total debit Total credit
Journal: 0.00 | Journal: 800.00 | Journal: 800.00
Per voucher: 0.00 | Pervoucher: 800.00 | Pervoucher: 800.00

Overview \ Generalj Paymentl yment fee ittance I Bank l i 3 l History |

[] Date Company accounts  Account  Description Debit Credit Offset accounttype  Offset account

4/20/2... ceu 1003 800.00 Bank :
113 Infolog (1) o)|-E

A

Read the warning messages and take suitable action.

4 Message (06:09:41 am)

BN Vou cannot use the company bank account ‘HSBC - CU' for this transaction because that bank account is not active.

You cannot use the company bank account 'HSBC - CU' for this transaction because that bank account is not active.

[ Edit || clear |[ Cclose

Status activation

As you can see in the following screenshot, status activation has three options:
Active for all transactions, Inactive for new transactions, and Inactive for all
transactions. To access the cash and bank status activation window, navigate to Cash
and bank management | Common | Bank accounts. Click on Edit or double-click
to open the bank form under the General fast tab.
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TJ’ Bank accounts (1 - ceu) - Bank account: HSBC - CU, HSBC - Current Account
Bank account Manage payments Set up
// | % Delete |§ = ’f@ ’ft‘;} -:f |2, Reconciled transactions )
“ | = 7 e ‘g 3 $ |i7; Unreconciled transactions
| Edit Bank Account Balance Balance = Transactions Attachments
1 account  reconciliation control
Maintain New Reconcile Balance Transactions Attachments
HSBC - CU : HSBC - Current Account
4 General None 010181 Active for all transactio
Routing number type: None v Prenotes
Bank account HSBC - CU Prenote required: 0
Pre response days:
Routing number: 010181 renote response day 0
Bank account number: Account active status
Description Active from: 4/1/2013 [
Company statement name: Ackice 4/19/2013 :ﬁ
Destinationinarmie Bank account status:  Active for all transactions | v
Name: HSBC - Current Account ‘Active for all transactions
Credit limit: Inactive for new transactions
Bank groups: HSBC | v Inactive for all transactions

The three options of status activation are explained in detail as follows:

e Active for all transactions: This means that a bank account is active and
available for all transactions.

* Inactive for new transactions: This means that no new transactions can
be posted for a bank account. The existing transactions that have not been
finalized yet, such as pending payments, will still take place as they were
originally posted.

e Inactive for all transactions: This means no transactions, either new or
existing, can be processed for a bank account.
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General ledger reconciliation

The creation process of a new bank account must be assigned to a main account.
Microsoft Dynamics AX 2012 gives a warning message to say that this account is
already assigned to another bank's main account, and that should be considered
during the reconciliation process with the general ledger's main accounts. As seen
in the following screenshot, the warning message that appears is: Main account
##### is already used by bank account USA OPER. If you associate multiple bank
accounts with a main account, the General Ledger Bank Reconciliation report will
contain information from multiple bank accounts.

1 Bank accounts (1 - ceu) - Bank account: HSBC - CU, HSBC - Current Account == ) >4
Bankaccount = Manage payments  Setup ml)
> e B = = = 7 — ,
J X Delete ‘§ Ly g 5, 8 Reconciled transactions ‘, faz 0
] < <« “2 [ Unreconciled transactions i
Edit Bank Account Balance Balance = Transactions Refresh Export to Attachments
account  reconciliation control Microsoft Excel
Maintain New Reconcile Balance Transactions List Attachments
[T Name Bank groups ~ Country/region  Routing number ~ Bank account number ~ Main account ¢ Bank account balance B A
Bank of China Operating Account BankCNY 9778 12345 110120 ¢ [§] Clickto load all data
BANK of Europe Operating Account BankEUR 1458 23456 110130 3
EELES . Date:
ISBC - Current Account HSBC 010181 1:[:!‘40, ] L Conency: UsD
ank of USA Operating Account BankUSA 123456780 34567 110110 U Balancein currency:
11 Infolog (1) ol e =
l Read the warning messages and take suitable action.
[ Message (11:58:04 am)
3r: )Y Main account 110110 is already used by bank account USA OPER. If you associate multiple bank accounts with a main account, the General Ledger Bank Reconciliation repol

<

n

»

Main account 110110 is already used by bank account USA OPER. If you asscciate multiple bank accounts with a3 main account, the General Ledger Bank Reconciliation report will
contain information from multiple bank accounts.

[ Eat |[ clear ][ close

Transaction currency

The transaction currency for bank accounts could be one currency or multiple
currencies; it is suggested to assign a single currency for every bank account. You
have to navigate to the Cash and bank management | Common | Bank accounts |
Currency management fast tab, as shown in the following screenshot:
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Bank account Manage payments Set ug
7< Delete % | e @i
7 R - #3

Edit Bank Account Balance Bal
account | reconciliation cof
Maintain Mew Reconcile Balance

HSBC-CU : HSBC
I General
I Additional identification

4 Currency management

Main account: |1'|0'|10 - -
Currency

More currencies: ]

Currency: UsD

In the course of transaction processing, if an accountant tries to post an entry in a
bank account that does not permit multiple currencies, an Infolog window will pop

up showing this message: Currency EUR not allowed for account HSBC - CU, as
shown in the following screenshot:

i‘:i’ Journal voucher (1 - ceu) - Journal: APPay, journal batch number: 000427 010, Posted: NoJournal type: Vendor disbursement

“New X Delete Postv  Validatev  Financial dimensions¥  Salestax ~ Functions¥  Paymentstatus¥  Payment proposal ¥ hed
Balance Total debit Total credit
ournal: 0.00| Journak 1,230.87 | Journak 1,230.87
er voucher: 0.00 | Pervoucher 1,230.87 | Pervoucher 1,230.87

I Overview" General | Payment [ Payment fee | Remittance [ Bank I Fixed assets l History‘

[] Date Company accounts  Account  Description Debit

Credit Offset accounttype  Offsetaccount Payment status
4/18/2.. ceu 1003 890.00 ]

Bank HSBC - CU None

ﬁ Infolog (1) E@

Read the warning messages and take suitable action.
A\

-4 Message (12:16:45 pm)
@ Currency EUR not allowed for account HSBC - CU.

S

Clear Close

Voucher: APP000998 Method of payment:  USAUSD_CHK ‘ v Document:
Currency: EUR Payment specification: ‘ v Document date: iz
(75 TR DAl ASEIR Wthbalding s 1
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Exploring cash and bank management in
action

The following section will explore cash and bank management in daily transactions.
It will focus on bank account reconciliation, which is a key process to ensure that all
recorded transactions match the bank statement; and the bank facility will focus on
the letter of guarantee.

Bank account reconciliation

Bank account reconciliation is a validation process of the bank's account statement,
and recorded transactions in the cash and bank management module through
customer deposits and vendor payments.

There are two reconciliation mechanisms that you can apply for each bank account:
the first one is the manual reconciliation mechanism, and the second one is newly
introduced in Microsoft Dynamics AX 2012 R2, the automatic import of bank
statements. You have to navigate to Cash and bank management | Common |
Bank accounts | Select bank account. In the Bank account ribbon, click on Account
reconciliation, as shown in the following screenshot:

Bank account Manage payments Set up
¥ A Editin grid Gg Ty
7 A
/< Delete - e
Edit Account Balance Balance
reconciliation control
Maintain Reconcile Balance

The procedure begins when the company receives the bank account statement from
the bank. Under Cash and bank management | Common | Bank accounts, select
Bank account | Bank account ribbon | Account reconciliation. In the account
reconciliation form, enter the reconciliation date, statement number, and statement

ending balance, as shown in the following screenshot:

New /X Delete Transactions  Print~ 1|
View: Unreconciled v
Overview | General
Bank statement date  Bank statement = Currency Ending balance Reconciled
1/31/2013 1234 UsD -3,500.00 |
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Under reconciliation transactions, only the booked transactions through Microsoft

Dynamics AX modules are listed. If it matches the bank statement, mark it as

Cleared, as you can see in the following screenshot:

- New el | Reconcile account I Mark check interval

Overview l General [ Financial dimensions‘

Show transactions: Al -
Totals
Opening balance: 0.00 Ending balance: -3,500.00

Unreconciled:

0.00

<

1

[Tl Cleared §Banktransactiontype Date Check number Deposit slip Amount in transaction currency
[¥] 1/.. 1,000.00
¥] 6/... -4,500.00
<« | i
Main account: Sales tax group:
Description: Item sales tax group:
Sales tax amount: 0.00
[7] Banktransaction groups 4«  Description Transactions Cle
2 -3,5(
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After marking all transactions, click on Reconcile account to confirm the
reconciliation process. If the reconciliation is successful, an Infolog window will
pop up displaying this message: Account has been reconciled. This is shown in
the following screenshot:

‘—v Infolog (1) = |ﬂ

The following messages are just for your
\,) information and do not require you to take any

o
Message (03:28:05 pm)

«;p

Ecount has been reconciled l

| Edit ][ cear |[ Close |

To automatically import bank statements, you must activate the Advanced bank
reconciliation option. In order to activate the Advanced bank reconciliation
option, navigate to Cash and bank management | Common | Bank accounts

| Edit | Reconciliation. The following screenshot displays the Advanced bank
reconciliation option under the Reconciliation fast tab:

2 Reconciliation

Advanced bank reconciliation:

As you can see in the following screenshot, the advanced bank reconciliation option
cannot be turned off after activation:

[84]



Chapter 3

Activate advanced bank statement reconciliation

The advanced bank reconciliation allows you to import and reconcile
bank statements with bank transactions. After it is activated, it cannot

be turned off.

[ ox J{

Cancel

The following screenshot shows the Generate Bank Documents window:

g8

Generate bank documents

Generating bank document for Others... ARPM000004

The manual process of importing bank statements starts by selecting Bank

account and then by clicking on Bank statements, as you can see in the following
screenshot. In order to go to the Bank statements section, navigate to Cash and bank
management | Common | Bank accounts. Select a bank account, and then go to the
Bank account ribbon and select Bank statements.

/ /< Delete -ié

Edit Bank
account
Maintain New Reconcile

Bank account Manage payments

Set up
=] Bank document list

<~ Bank reconciliation
| Sl |
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In the Bank statement screen, a journal line has been created with a status of
Open. To import the bank statement, click on Import statement. To go to the Bank
statement section, navigate to Cash and bank management | Common | Bank
statement. The Bank statement screen is shown in the following screenshot:

ﬁ Bank statement

¥

) o
/ /
= ’/ 4 Editin grid

=

o & [k ¢

Statement Edit Validate Del Import Print Refresh Export to Attachments
7< Delete statement J| statement Microsoft Excel
New Maintain Import Print List Attachments
> || Bank statements ~ Type to filter Status R ‘ 7| BB
(] StatementID  Bank account  Currency  From date To date Opening balance
000001 FRSI OPER EUR 2/1/2013 01:26:53 pm 2/28/2013 01:26:53 pm 100.00

Favorites ‘

A dialog box will pop up to select the file to be imported. Choose a bank account,
locate the file path, and then click on OK. In order to go to the Import bank
statements section, you have to navigate to Cash and bank management | Common
| Bank statement. In the Bank statement ribbon, select Import statement. The
Import bank statements window is shown in the following screenshot:

™ Microsoft Dynamics AX (1) lLIi-

Import bank statements

General | Batch

Bank account: FRSI OPER ‘ v
Statement format: BankRecon2 ‘ v

File folder: CA I_J

Import all files in this folder: []

Select file:

C:\ ‘__‘

Automation options

Reconcile after import: O

The Bank statement form contains the transaction lines of the imported bank
transactions, in addition to the opening balance, ending balance, and net amount
details. Click on Validate to validate the imported bank statement. If there is an
error with the opening or ending balance, the validation process will stop. In order
to edit the bank statement, you have to navigate to Cash and bank management

| Common | Bank statement | Edit. The Bank statement screen is shown in the
following screenshot:
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m Bank statement

‘Bank statement lines %
~4Addline % Remove
[] New Booking date
2/19/2013 12:00:00 am
2/19/2013 12:00:00 am
2/19/2013 12:00:00 am

Status  Entry reference
Booked
Booked
Booked

Bank statement transaction code

4545
4545
4545

( ' e 1 % = [ - == @ View distributions 7 0
/ Sh =R~ B i & ] : % -
<5 07X Delete S :; Subledger journal
Edit QValidatey Statement = Header | Line Import Sales Print Attachments
| ‘ view view | statement tax statement
Maintain New Show Import Post Accounting Tax Print Attachments
: 000001 Status: Open
4 Bank statement
Bank account: | [fiSRelE Bank name: Currency: EUR
Period Balances Net
From date: 2/1/2013  [EH 01:26:53 pm Opening balance: 100.00 Net amount: | 1,167,080.00
To date: 2/28/2013  [EH 01:26:53 pm Ending balance: 1,167,180.00 Total lines: |3

Trading party Amount Document number
212 568,500.00 5454
212 192,500.00 5454
212 406,080.00 5454

As you can see in the following screenshot, an Infolog window will pop up to
confirm that the statement passes the validation process:

A

=
-

Infolog (1)

= T=m

i y Thefollowing messages are just for your infermation and do not require
'\/ you to take any action.

-4 Validating

%) Bank statement: 000001
-}/ There is no bank statement from to 2/1/2013 01:26:53 pm.
“..4z}) Statement passes validation.

‘ Clear | I

Close |

In order to match the bank transactions with the bank statement, go to the Bank
reconciliation journal by navigating to Cash and bank management | Journals |
Bank reconciliation, as shown in the following screenshot:

Journals

Check reversals

Deposit slip payment cancellations
Bank reconciliation
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To create a new journal line, select Bank account and then click on Lines, as shown
in the following screenshot:

: ~New X Delete l “fLines I ‘zg Reconcile  Print reconciliation sta...

v| Bankaccount: ‘ v | Show user-created only: []  Status:

Overview {General I Blocking | History ‘

[[] Bankaccount Reconcile|D  Description Currency  Statement ID Ending balance  Net amount Reconciled Inuse
FRSI OPER 00001 Compte bancaire en Euro 23456  EUR 000001 1,167,180.00  1,167,080.00

The bank reconciliation worksheet contains the following fields:

* Open statement lines: This represents the imported transactions of the
bank statement

* Open bank documents: This represents the bank transactions posted on
Microsoft Dynamics AX

* Matched statement lines: This represents the matched line in the statement
with posted transactions

* Matched bank documents: This represents the matched bank document
in the statement with posted transactions

While checking a bank statement line with a posted transaction, click on Match.
As you can see in the following screenshot, the matched lines move to the Matched
documents tab:

0001: Cut off date:9/28/2013 Bank:Compte bancaire en Euro 23456  Currency:EUR

4 Open documents

Open statement lines Open bank documents

S Bank i Booking ... Debit Cre Document ... Document nu... Date Bank transactio... Debit
[w]:000001 4545 2/19/2013 406,080.00 [v] Others 2/19/2013 12 406,080.00
< ] > ¢ [T

The amount 406,080.00 of 1 statement lines are marked The amount 406,080.00 of 1 bank documents are marked

4 Matched documents

¥) Unmatch  Show all bank documents

Matched statement lines Matched bank documents
[] New Statemen... Bank... Booki... Debit Credit Ti~ [ ] Documentt.. Doc.. Date Bank transa... Debit Credit Correctio
000001 4545 2/19/2... 568,500.00 21 Others 2/1.. 12 568,500.00
000001 4545 2/19/2... 192,500.00 21=
v
< n > < n
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After matching all transactions against the bank statement, click on Reconcile, as
shown in the following screenshot, in order to reconcile this statement and close it:

E » Runmatching rules ¥4 Refresh 3 Subtotal |§‘ Reconcile I Print reconciliation sta... 'm}

00001: Cut off date:9/28/2013 Bank:Compte bancaire en Euro 23456  Currency:EUR

4 Open documents

Open statement lines Open bank documents
Total amount: 1,167,080.00 | Open amount: 0.00 | Matched amount: 1,167,080.00 Total amount: 1,167,080.00 | Open amount: 0.00 | Matched amount: 1,167,080.00
] s Bank i Booking ... Debit Cre [ ] Document.. Documentnu... Date Bank transactio... Debit
This grid is empty. This grid is empty.
< m > < mn >

4 Matched documents

¥) Unmatch  Show all bank documents

Matched statement lines Matched bank documents

[] New Statemen... Bank... Booki... Debit Credit Ti~ [ | Documentt.. Doc.. Date Banktransa... Debit Credit Correction
000001 4545 2/19/2... 568,500.00 21 Others 2/l 568,500.00
000001 4545 2/19/2... 192,500.00 21
000001 4545 2/19/2...  406,080.00 21

As you can see in the following screenshot, an Infolog window will pop up
indicating that the reconciliation process is finished:

iy Infolog (1) [-[ox]

i/ The following messages are just for your information and do not require
-

you to take any action.

-4 Message (04:02:38 am)

vvvvv a1/ Reconciliation journal 00001 is reconciled.

Clear ll Close
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Bank facility — letter of guarantee

A letter of guarantee is an agreement by a bank (the guarantor) to pay a set amount
of money to another person (the beneficiary) if the bank's customer (the principal)
defaults on a payment or an obligation to the beneficiary. Letters of guarantee are not
transferable, and apply only to the beneficiary named in the guarantee agreement.
The principal can request an increase or decrease in the value of a letter of guarantee,
subject to the terms of the agreement.

The following diagram illustrates the required configuration and setups in order
to utilize the letter of guarantee function. The Letter of Guarantee - LG function

configuration should be activated, in addition to the basic setups including Bank
documents posting profile, Bank facility agreements, and Bank facility.

Bank Facility — Letter of Guarantee

Configuration Setup
Activate letter Assign LG Bank documents Bank facility o
5 S : Bank facility
of guarantee journal name posting profile agreements

The first step in configuration is to activate the letter of guarantee checkbox on cash
and bank management parameters, and assign the journal name that will be used
to post the issuance commission and margin transaction. In order to perform this
function, navigate to the Cash and bank management | Setup | Cash and bank
management parameter | Bank document fast tab. The activation screen is shown
in the following screenshot:

E Cash and bank management parameters (1 - usmf)

® General

Set up general information for banks
Bank recenciliation
Postdated checks General
a Bank document

Letter of credit/import collection/charges

Number sequences

En

En
Letter of guarantee

Enable letter of guarantee:

Transaction journal: LGlrn |v
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The journal name type is daily.

Create the bank facilities records by navigating to Cash and bank management |
Setup | Bank documents | Bank facilities. As shown in the following screenshot,
go to the Facility groups fast tab, create a new record by clicking on New or by
pressing Ctrl + N. Enter the Facility group code and the Description value.

i Bank facilities (1)

- Define facility groups
® Facility groups
New 7% Delete
Facility types ~
Facility group = Description

IC Import collection
LC Letter of credit
LG Letter of guarantee

Then move to the Facility types fast tab, and create a new record by clicking on New
or by pressing Ctrl + N. Enter the Facility type code and the Description value, select
Facility group and Facility nature (whether it is Letter of credit, Import collection,
or Letter of guarantee). The Facility types fast tab is shown in the following
screenshot:

Bank facilities (1)

Facility groups

Define facility types

® Facility types
Mew 2% Delete

Facility type +  Description Facility group  Facility nature
AdvB Advance payment bond LG er of guaranteel W
BBLC Back to back letter of cr...  LC None
BidE Bid bond LG Letter of credit
IrrLC Irrevocable letter of credit  LC Import collection
PerfB Performance bond LG
Ret Retention money LG Letter of guarantee
SLC Sight letter of credit LC Letter of credit
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Create the bank facility agreements by navigating to Cash and bank management

| Setup | Bank documents | Bank facility agreements on the General fast tab.
Identify the start and end date of the facility agreement, in addition to the amount of
facility limit and used amount. In the Letter of guarantee fast tab, identify the Cash
margin, Issuance commission, Extension commission, Increase value commission,
and Decrease value commission. The facility agreements are shown in the following
screenshot:

Bank facility agreements (1 - usmf)
% New 2% Delete  §7)Extend ™
Start date End date Agreement number: @I
17272013 12:23:14 am 12/31/2013 05:59
12/31/2013  06:00:00pm  7/31/2014 1pg P account @ Curiency: | USD
Start date: 12/31/2013 06:00:00 prm End date: | 7/31/2014 [ 10:00:35 am
a General
I{',ElAdd line * Remove
[] Facility type Limit  Amount used
IrrLC 150,000,000.00 0.00
BidB 100,000,000.00 1,000.00
a Letter of guarantee
Cash margin Increase value commission
Calculation method: | JHfaueny «| Calculation method: @I
Percent: @ Amount: jl
Issuance commission Decrease value commission
Calculation method: @l Calculation method: @l
Percent: EI Amount: jl
Extension commission
Calculation method: @I
Percent: E
< L} >
Select the type of calculation.
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Create the bank documents posting profile by navigating to Cash and bank
management | Setup | Bank documents | Bank documents posting profile where
you can identify the accounts: Settle account, Charges account, Margin account, and
Liquidation account. The posting profile could be distinguished by the bank facility
type, facility group, and so on. The Bank documents posting profile window is
shown in the following screenshot:

Bank documents posting profile
Mew X Delete

Accou..  Account/Grou.. Settle account  Charges account  Margin account  Liquidation account

Al 200110 618190 132190 110180

The letter of guarantee is used in sales activities where the customer provides the
guarantee to deliver goods or services against this guarantee. In the following
section, we will explore a sales order transaction with the letter of guarantee.

Navigate to Sales and marketing | Common | Sales orders | All sales orders. The
sales order menu is shown in the following screenshot:

Common

Customers |
Prospects
Leads
Contacts
Opportunities
Campaigns
Telemarketing
Sales quotations
a Sales orders
Open sales orders
Open sales orders for customers on hold
Pending sales orders

In process sales orders
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Create a new record by pressing Ctrl + N, select customer account, and then move
to the General fast tab. In the Bank document type field, select Letter of guarantee.
The sales order creation window is shown in the following screenshot:

Create sales order (1 - usmf) =[apx]
ICustomer
One-time customer: Search by: |Kewmd v| | | | Search |
Customer account: | US-001 |v |
Mame: Contoso Retail San Dieqo |
Contact: |v |
(Address
Delivery name: Contoso Retail San Dieqo Address: 456 Peach Road
San Diego,CA 92114
USA
Delivery address: Contoso Retail San Dieqo |v | Delivery contact:
a4 General 0
Sales order References Storage dim
Sales ordern 000759 Customer requisition: Site:
Invoice account: | US-001 | v | Customer reference: | Warehouse:
Order type: Sales order w | Sales agreement |D: |v | Intercompai
MName: Contoso Retail 5an Diego ‘ Project ID: |v | Intercompary
Bank document type: | None W
Currency MNone
Currency: Letter of credit
! Import collection
I- Shipping
I Administration

In the sales order form, select the item ID (such as sold, quantity, price, site, and
warehouse) of the product. Then move to the Manage ribbon, and then select Letter
of guarantee. The sales order form line is shown in the following screenshot:

B Sales order (1 - usmf) - Sales order: 000759, Contoso Retail San Diego
Sales order  Sell Pickandpack  Invoice  Retail  General  Warthousemanagement  Transportation management
== 3 (T Credit card~ (&3 Rebate = =" =" = Fi?
B @rices o [ =8 i i =
Check Letter of Coupons
credit limit 42 Statistics guarantee
Customer Bank documen Intercompany tracing Coupons
000759 : US-001 - Contoso Retail San Diego pen order
{F! Sales order header
Sales order lines
“4Addline CglAddlines [l Add products  7Remove Sales order line™ i3 Financials™ % Inventory™ i, Product and supply™ 4§ Updateline™ | Warehouse™
[] Type Variantnu... Item num... Productname Quant.. Unit Site ‘Warehouse Unit price Discount  Discount percent Net amount  Adjuste
| 1000 Surface Pro 128... 100 ea 1 13 7,500.00 7,500.00
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In the letter of guarantee form, click on Request to create a letter of guarantee
request, select values for the Type, Value, and Expiration date fields. The letter of
guarantee request is shown in the following screenshot:

B Letter of guarantee (1 - usmf) - No Record
% Request 2 ) S 3 o
Create letter of guarantee request
s Gener{ Type LG ‘v
Letter| yajye ?,son.on‘ cUnEn(-,-:‘ UsD ‘
Hurmb Expiration date: f?a’l?r’ZDM ET 200:00am |
Bank ni us: @l
Origin: ’T‘ fate:
Origin | . |
Requester: Value:
Requester type: EI Currency: :l
Cancellation reason: :l
a Actions
~
Delete  Transaction number  Request  Request date Execution  Execution date Expiration date Value Cancellation reason
This grid is empty.

Then move to the letter of guarantee process. This process is executed from the cash
and bank management module by navigating to Cash and bank management |
Common | Letters of guarantee. The Letters of guarantee menu is shown in the
following screenshot:

Common

Bank accounts
Deposit slips

Checks

Bill of exchange
Promissory notes
Eetters nguarantea

Bank statements

Bank docurment list
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The first step in the letter of guarantee process is submitting the letter of guarantee
to the bank. The current Status value is Request, and the Facility status value is
Requested. The letter of guarantee, status, and other related information is shown
in the following screenshot:

Tetier of guaranies (1 - wsmf] L]
7 Delete I Submit to bank ™ \ &

o
Number = Bank number Value Satus 7500001
ev el m 100000 Received from bar
000002 750000 |Reguest
000002
Sales ceder
er | 000TS
Us-001
Custeener uso
arg [2e]
0
« Actions
K Remove
Delete  Transaction number  *  Regquedt  Regued date Execution  Execubon dete  Expmation date Vahue  Marpn  Experie  Jownal batch nu
ooooaz Request  T/2172014 D& 1014 pmy 7.500,00 oo 0.0
L] £

Click on Submit to bank, select the Bank account and Facility type values, and then
click on OK. The submit to bank process is shown in the following screenshot:

Letter of guarantee (1 - usmf) = 8] x |
7 Delete " ] ; 1 1 ] sy - ]

Bank numbe Valu 7 S T e
aknumber YA gubmit letter of guarantee to bank 00758 | LIS son00
L Lo pianilen
75000 D USMFOPER v
F ] v L.
- [ Usnarra0nan0 [ibs | Requester
Sales order MW 120000 am
]
7.500.00 |
usp
wtion e
1 [
0w
3 Rencve
Defete  Transaction number *  Fequest  Request date Dction  Diecutiondate  Dpintiondite  Value  Marg  Dxpense Joumal betch nu
000G2 Request Trasana 08:10:14 pen T.500.00 000 fule ]
W
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The Status field is updated to be Submitted to bank, and the Facility status field
remains as Requested. The financial details are updated with the bank submission
information. Status updates and updated submission information are shown in the

following screenshot:

Tetter of guarantee (1 - smi) [=1o |
7 Delete By, Ereene frem bank= | l ]

- oe
Namber = Bank numiber Vaue | Status g, o SSoan
00001 AL 100000 Hecened frem bar Lt o i
00002 7.50000 [Submited to bank ! o —
oooon Submitted to bank
Regquested.
Sales order 722004 1Z0000am
| oooTse [
U201 7,500.00
Custeser < [uso -]

Financisl details

UMW | M [
[ o]
USMF OPER. 5t actien: | Subma to bank
4 Actians
~
Delee Famcation hoe  Margin  Frpeen
Submatio.. T S00.00 000 Q00

The company receives a confirmation from the bank and the system automatically
calculates the Margin and Expense. A confirmation received from the bank function
is shown in the following screenshot:

Letter of quarantee {1 - usmi) [=[o] >
7 Delete. B, Receive froen bank= . o = ]
sk rumbar L T S o LMo PR %S A1 mmmssssssssssss—— 7 = o
L et f guarante n i LU 750000
sl i PR Receive letter of quarantee from bank
750000 Submisted 1o bank ] i
000 Submitted to bank
e TIGE04 050000 amy 'R_esuulrd
@000 ¥ TN 120000sm
e Ty [
| 73000
o o ||
Fimancial details

SN0 oo

wil [

USHF OPER - | Submit to bank

o Actions
x
Delete  Transsttion number = Pagquest  egusst date Taseution  Eustufion dte  Expitation dats Uslue  Margin  Expance | lournal Bateh nu
W0 Reguest  T2W20M &Ikl pm  Submitte.. TAV.  Ofi.. T.500.00 000 080
]
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The system generates and posts a general journal transaction; the Infolog window
pops up displaying the message indicating that the journal has been posted, as
shown in following screenshot:

” Infolog (1) =12 [ ]|

The following messages are just for your

-11.) inf i dd i ke

=, information and do not require you to take any
action.

F} Message (06:50:18 pm)
EP Number of vouchers posted to the journal: 1

Message (06:50:18 pm)

| Clear | | Cloze |

In order to check the posted transaction, you have to navigate to General Ledger
| Journals | General journal | Posted and filter on the letter of guarantee journal
name. The posted journals are shown in the following screenshot:

[zl Journal voucher (1 - usmf) - Journal: LGJrn, journal batch number: 00474, Posted: Yeslournal type: DailyCreated by: Admin
m Financial dimensions ™ Salestac  Periodjournal™  Functions™ Inquiries¥  Print™

Balance Total debit Total credit Budget check results

Journal: 0.00 | Journal: 1,687.50 | Joumnal: 1,687.50 Pervoucher

Per voucher: 0.00 | Pervoucher 1.687.50 | Pervoucher 1,687.50

Display journal lines: | All

Overview  General | Invoice | Payment | Payment fee | Fixed assets | Remittance | History |

| Date  Vouc.. Accounti.. Account Description Debit Credit Offset account... Offsetacco... Use a depos... Reversing ... Reversing ...
[ LG_0002  Ledger 618190---- Issuance commission 187.50 Bank USMF OPER
LG_0002 Ledger 132190-- Margin 1,500.00 Bank USMF OPER

The letter of guarantee document's Status field is updated to be Received from bank
and the Facility status field is updated to be Open. The letter of guarantee status
update is shown in the following screenshot:
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Tetter of guarantes (1 - usmf) =1 =]
E " ° oe
oo — >
0 750000 Received from bank ;
0w [Recewved troen barik
| [Bpen j
Saket ordes YR 120000 am
e 00T [ ]
us-001 7,50.00
Cuttomer v ||
[T
BMAZ0I002 | Margee | 130000
Faciity type Bidk
Bank accoont: USHF OPER
4+ Actions
x
Delete Trnsectionrumbes = Request  Request date Ewcution  Brecutiondste  Bpmtondste  Veloe Mg Dpense Soumal basch nu
o002 Request T2V DRIGMpm  Recevelro M. Db 75000 15000 1750 004
(]

Then you should navigate back to Sales and marketing | Common | Sales orders
| All sales orders and filter to the previously created sales order, and on the ribbon
move to Manage and select Letter of guarantee, in order to request the letter of
guarantee to the customer. The request of giving the letter of guarantee to the
beneficiary is shown in the following screenshot:

L& Letter of guarantee (1 - usmf) - Number: 000002, 7500,00

B (s [ 7 2 S

000002 : US-001 - ¢{ Give letter of guarantee to beneficiary?

4 General You are about to give the Letter of Guarantee to the customer. Do you wish to proceed?

Letter of quarantee

Nurmber

Bank number: DO00T Tacility stafis: Open
Origin: Sales order Expiration dstes | 7/29/2004  12:00:00am
Origin document number: (000739 [+ Type: R
Requester: Us-001 Value: 7,500.00
Requester type: @ Currency: usD

Cancellation reason: :|

4 Actions
x
Delete  Transaction number ~ Request  Request date Execution Execution date Expiration date Value Cancellation reason
000002 Request  7/23/2014 06:10:14 pm Receive from bank 7/23/2014 06:50:17 pm 7.500.00
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The Status field is updated to be Request give to beneficiary and the bank
Facility status field remains as Open. The status update is shown in the

following screenshot:

ez}

Letter of guarantee (1 - usmf) - Number: 000002, 7500,00

x4 d

000002 : US-001 - Customer

4 General
Letter of guarantee

Number:

o]

Bank number:
Origin:

Origin document number:

Requester: Us-001
Requester type: Customer
a Actions
-~
Delete  Transaction number Request  Request date
000002 Request  7/23/2014
000003 Giveto.. 7/23/2014

Status:
Facility status:
Expiration date:
Type:

Value:
Currency:

Cancellation reason:

Execution
Receive from bank 7/23/2014

06:10:14 pm
07:36:44 pm

Request give to beneficiary
Open

7/29/2014 12:00:00 am

)

usp

[ T

Execution date Expiration date

06:50:17 pm

Value Cancellation reason
7,500.00
0.00

Then navigate to Cash and bank management | Common | Letters of guarantee
to give the letter of guarantee to the beneficiary. The following screenshot shows
the action of giving the letter of guarantee to the beneficiary:

5] Letter of guarantee {1 - usmf}
MNumbe: = Bank number WVahae  Staturs -
+ Genera Give letter of guarantee to requester?
oacan 2 100000 Pecoedirombar ) guar e
00002 00001 750000 Request gre 16 be Vou are sbout 1o give the Lester f Gusrantee [ continue!
heisry
Dan oK
o T ot I T
er | 000TIS 6
U501 7,500
Custormer usD
Financisl detads
VSN /20181008 1,500.00
Bl 187.50
USME OPER [T ——
4 Actions
X
Delete  Treuacticnrumber = Mequest  Request date Execution Execution date  Expiration dete
000002 Request /22004 D&1B1dpm  Recerefrom bank 723 Dk,
oa00ea Giveto... 073644 pn
W

750000 1.50000

=1a] x|
o ®
750000

Value  Margin  Expense Joums
18750 o474

000 0.00 0.00
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The Status field is updated to be Given to beneficiary and the Facility status field
remains as Open. The letter of guarantee is shown in the following screenshot:

Letter of guarantee (1 - usmf) [=To |
e e
Mumber =  Eanknumber Value Ststus " 7 50000
0oc0o! w 100000 Received froen b
Do00c2 boom 50000 G e
L =
20001 en
Sales cod T
o0oTse e
Us-001 750000
Customer uso
2 UEME/ 2004002 1,500.00
F BidB 18750
fan UISMF OPER N r——
Actla
ek | Vit s piration dat Valoe Masgin  Expense Jouma
2 750000 150000 18750 00474
000003 Qo o] 00

There are other options that could be performed after this stage; they are
as follows:

* Increase or decrease the letter of guarantee

e (Cancel or extend it

* Liquidate the letter of guarantee

Summary

This chapter covers the integration of the cash and bank modules with Accounts
payable, Accounts receivable, and the general ledger. We discussed the controls
offered by Microsoft Dynamics AX 2012. We also explored the bank reconciliation
transactions that are executed at the end of each month. Then we explored the
letter of guarantee as the bank facility option.

In the next chapter, we will cover accounts payable integration with another
module, vendors' master data, and controls. We will then move to accounts
payable transactions, invoicing, payment, and settlement.
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Understanding Accounts
Payable

The accounts payable cycles are vendor invoicing and payment. These business
processes manage and control the execution of vendor expenditure processes. These
processes are based on procurement, purchasing, and product reception cycles in the
procurement and sourcing processes. This cycle is known as the procure to pay cycle.
This chapter covers the following topics:

* Understanding accounts payable integration with other modules

* Exploring vendor master data characteristics

* Exploring accounts payable controls

* Exploring accounts payable transactions

Understanding accounts payable
integration with other modules

The Accounts payable module manages and controls vendor transactions from the
accounting point of view, where it records vendor master information and the basic
transactions related to vendor invoicing, payment, and settlement. The accounts
payable function is integrated with other business functions.



Understanding Accounts Payable

The first integration point with the procurement and sourcing business functions is
procuring goods and services to the company, the second integration is invoicing
the purchase order based on the received goods in the warehousing, and the third
integration with cash and bank management business functions is performing
vendor payment and settlement against invoices. The full cycle of procure to pay is
shown in the following diagram:

Microsoft Dynamics AX procure to pay

Procurement Finance

Accounts payable

PO-invoice
matching
v

PO- Service
invoice invoice

Advance
invoice

Vendor
payment

Settlement

Bank management

Purchasing

Bank

Current account o
reconciliation

Purchase order

Warehousing and inventory

The normal practice of enterprise organizations is that no purchase orders are
created directly. This can lead to creating purchase orders that are not needed and
exposing the company to uncontrolled expenditures. This business process must
be controlled, as it is the source point of company expenditure. On the other hand,
it can significantly impact the inventory cost, which will be reflected in the cost of
production for a manufacturing environment along with the cost of sales, and this
affects the company's profitability accordingly.
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The purchasing process of items typically goes through specific internal procedures to
replenish items known as finished goods for a distribution environment/raw materials
for a manufacturing environment from the procurement department. The procurement
process begins by either automatic planned order from operations for specific items
based on sales consumption against on-hand inventory, or entering the purchase
requisition manually.

The purchase requisition goes through a workflow approval cycle that gives the
necessary control to operations management to examine the requested quantities
and might require top management approval according to the organization's internal
policies. In some projects or business scenarios, the purchase requisition cycle is not
utilized; in such cases, a sole vendor supplies specific materials and the workflow
can be utilized on the purchase order itself through the change management
functionality that was newly introduced in Microsoft Dynamics AX 2012.

The approved purchase requisition is passed to the procurement agent (buyer) to
execute the request for the quotation process, where it records the vendors who

will potentially supply the required items. A request for a quotation is then sent

to them. When the vendor sends back their replies, the procurement agent (buyer)
records their replies and identifies the awarded vendor who will supply the required
items. The approved purchase requisition can then be transformed into a purchase
order if the item is supplied from a sole vendor, which is defined in the workflow
configuration. The purchase order can then go through the approval workflow cycle
and be confirmed.

The following are the purchase order types:
* Purchase order: This is a commitment document sent to a vendor to supply

the required goods/services.

* Journal: This is a draft/template document that does not accept any further
transactions, nor does it affect inventory or finance.

* Returned order: This is a credit note document used to reverse a purchase
order invoice.

* Purchase agreement: This is a commitment document that is sent to a vendor
to supply goods/services over specific time periods and prices. This is a new
function introduced in AX 2012, and it replaces blanket order in AX 2009.

The following are the purchase order statuses:

* Open Order: This indicates that the purchase order has either been newly
created, not totally received, or not totally invoiced

* Received: This indicates that the purchase order is fully received
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Invoiced: This indicates that the purchase order is fully invoiced

Canceled: This indicates that the ordered quantities in the purchase order
have been totally canceled

The following are the purchase order approval statuses:

Draft: This indicates that the purchase order is a draft that has not been
submitted for approval in the purchase order workflow.

In review: This indicates that the purchase order was submitted for approval
in the purchase order workflow and the approval is pending.

Rejected: This indicates that the purchase order was rejected during the
approval process.

Approved: This indicates that the purchase order is approved.

Confirmed: This indicates that the purchase order is confirmed; a purchase
order cannot be confirmed until it has been approved.

Finalized: This indicates that the purchase order is made final. It is
financially closed and can no longer be changed.

The following are the purchase order document statuses:

None: This indicates that the purchase order is created and no further
documents have been posted

Purchase Order: This indicates that the purchase order has been confirmed

Receipt List: This indicates that the receipt list document has been posted on
the purchase order

Product Receipt: This indicates that the product receipt document has been
posted on the purchase order

Invoice: This indicates that the purchase order invoice has been posted

The product reception process occurred in two steps. The preliminary reception
(receipt list) assigns inventory dimensions such as serial number and batch number,
in addition to the quality inspection if required. The product receipt increases the
physical quantities in the inventory and reduces the quantity remaining in the
purchase order.

on the vendor.

[ The product receipt transactions do not reflect any transactions ]
o
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The vendor invoice is the document that represents the company's liability to
vendors who deliver goods or services to the company. Afterwards, the payment
process is executed based on the vendor invoices. The normal practice in enterprise
organizations is that the vendor payments will have two different scenarios:
payment after receiving the goods/service invoice or advance payment before
rendering any reception process. The advanced payment can be assigned to a specific
purchase order. Each payment transaction is settled against a vendor invoice. This
affects company liabilities and projection of future vendor payments. The payment
transactions are executed by several methods of payments; the most commonly
used method is from bank accounts. The following diagram shows the document
integration between invoices, payment, and settlement:

Invoice, payment, and settlement document integration

Service invoice Vendor payment Purchase order invoice
Manually created Manually created
Vv v
Not assigned
> p\g;r:;:t to purchase
order
A
\ \Y’ J
N )
N

Manually created

There are service and purchase order invoices, the payments transaction that
can be an advance payment that is assigned to a particular purchase order or
not related to a purchase order, and the settlement transactions that settle the
payments against invoices.

Each transaction is represented in a document type in Microsoft Dynamics AX,

with the document that contains the details of the transaction. The transaction data,
irrespective of whether it is inherited from the master data, entered manually, and/
or automatically inherited from another transaction, is linked to a specific reference.
The integration between invoice and payment transaction documents gives visibility
to trace the original purchase order and the reception document, which is related

to the invoice, together with who approves the invoice and payment.
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Exploring vendor master data
characteristics

The vendor record has essential information that directly affects accounts payable
transactions. In section, we will cover the basic information that should be
considered when creating a new vendor record.

In order to create a new vendor record, the user should navigate to Accounts
Payable | Common | Vendors | All vendors, as shown in the following screenshot:

Common

4 Vendors |
(o)
Vendors on held
Vendors past due

Vendors who are diverse

a1

~ On the vendor list page, press Ctrl + N to create a new vendor
record, or through the ribbon, click on New vendor.

The General fast tab

As shown in the following screenshot, when the vendor form is opened, under
the General fast tab, the mandatory fields are Vendor account and Group:

ﬁ Vendor Procurement Inveice
/ 7% Delete ; E
(i) On hold~ | W

Edit Vendor | Invoices
Maintain Mew Invoice

New Record

4 General

1w=r] Change party association
Identification

Vendor account: | VENDOO2
Record type: Organization v

Marne: Mehamed Aamer |v|
Search name: Mohamed Aamer
Group: 10 |v
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Vendor account can be assigned manually or automatically through the
number sequence.

Group is a mandatory field that represents the vendor group that this particular
vendor belongs to, and this is considered as the integration point between accounts
payable and general ledger through the posting profile; however, the posting profile
can be on the level of the vendor code. The vendor grouping is a joint effort between
the procurement department and the financial department, as the procurement
perspective is grouping the vendor from the operational point of view and reporting.
On the other hand, the financial grouping as per the relevant account will get the
financial posting when the operational action occurs.

The Purchasing demographics fast tab

In the Purchasing demographics fast tab shown in the following screenshot, the
Currency field is mandatory. This represents the default currency for this particular
vendor transaction; however, it can be changed at the transaction level as per the
business case.

4 Purchasing demographics

@'ren oy uso)| | W
Line of business: |v

Primary contact: |

Invoice and delivery fast tab

Switching to the Invoice and delivery fast tab in this section, we will cover three
field groups: Invoice, Sales tax, and Withholding tax.

4 Invoice and delivery

Invoice Sales tax

Invoice account: | VENDOO1 |v | Sales tax group: 5Pct |v

U

MNumber sequence group: Prices include sales taxe [ ]

Vendor price tolerance group: Ijl Tax exempt number:

Vendor exception group: Withholding tax
ing

Offset account Calculate withhelding tax [w]

Account type: Withholding tax group: 2% | W
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The Invoice field group

In the Invoice field group, the Invoice account field represents the account used in
the invoicing process (the default invoice account is the vendor code), but Microsoft
Dynamics AX gives flexibility to point invoice posting to another vendor. Assuming
that there are two different vendors supplying goods, the invoice will be issued to
one of the two vendors.

The relation between vendor code and invoice account, where the vendor invoice
can be linked to one vendor code or multiple vendor codes, is shown in the
following diagram:

Vendor invoice account

Ty

The Sales tax field group

The Sales tax field group represents the tax treatment that will be applied to this

vendor. It can be the sales tax, prices including or excluding sales tax, and the tax
exempt number if there is any. An explanation of each field of the Sales tax field

group is as follows:

* Sales tax group: This field represents the sales tax group assigned to
this particular vendor, and this record will be the default value for all
transactions that will be inherited from the vendor master data

e Price include sales tax: This field indicates that the invoice amounts
should include or exclude sales tax

* Tax exempt number: This field is used for reporting and statistical
extractions
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Sales tax group can be set as the default at the vendor group level; just
navigate to Accounts Payable | Setup | Vendors | Vendor group.
Also, it can be overridden by the user on the vendor form.

Setting sales tax at the vendor group level will cascade down to newly
% created vendors in this group. This ensures that the sales tax will be
g filled in automatically. On the other hand, it can be overridden on
the vendor form or at the transaction level for exceptional cases. It is
recommended not to leave the overwrite permission with the end users
to avoid issues in the posted sales tax.

The Withholding tax field group

The Withholding tax field is activated at the vendor level by marking the Calculate
withholding tax field, and this will activate the withholding tax code field to assign
the withholding tax code that will be applied during the payment process.

Let's switch to the Purchase order default fast tab. In this section, we will explore
the Discount field group.

The Discount field group

The Discount field group represents the discount and pricing options that can be
applied on this particular vendor. As shown in the following screenshot, the Discount
field group consists of discount and pricing groups that this vendor belongs to:

4 Purchase order defaults
Purchase order Discount

Site: Multiline discount: 0 |v
Warehouse: Total discount group: 02 |v
Default inventory status ID: Price group: Domestic |v
Charges group: Line discount group: 03 |v
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Vendor price/discount groups

The Vendor price/discount groups consist of the four pricing groups shown in the
following diagram:

Vendor price/discount groups
Price Line discount
group group

From the preceding diagram, we can see:

* Price group: This represents the vendor's price group used for price
proposal upon purchase; this price group is attached to the vendor master

* Line discount group: This represents the purchase line discount used for
purchase; this is attached to the vendor master

*  Multi line discount group: This represents the multi-line discount group
used to control discounts across several purchase lines; this is attached to
the vendor master

* Total discount group: This represents the total discount that attaches the
vendor master data to a total discount group

In order to create vendor price/discount groups, you need to navigate to Inventory
management | Setup | Price/discount | Vendor price/discount groups; this is
shown in the following screenshot:

Setup

Elnventur}r and warehouse management parametersg
I» Costing

[ Dimensions

4 Price/discount
[tem discount groups
Customner price/discount groups
Endur price/discount gru:uur:g
ltem price tolerance groups
Attribute-based pricing details
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The Vendor price/discount groups form shows the Price/discount options and helps
create groups for each Price/discount option, as shown in the following screenshot:

JeNew X bdas

Show: | Price group v

Trade agreements~

| Price group
Do Line discount group
Intl Multiline disc. group
Total discount group

The Price/discount option must be activated by navigating to

%»‘ Procurement and sourcing | Setup | Price/discount | Activate
’ price/discount.

In the Domestic value created for the price group, navigate to Trade agreements |
Create trade agreements, as shown in the following screenshot:

L Mew /< Delete [-Trade agreements"-]

Bhow: | Price group V|

View trade agreements (Sales)

Mame

Price groups

View trade agreements (Purchase)
Domestic vendors : :

View purchase prices

Intl Internaticnal vend... e .
View line discount
View multiline discount

View total discount

Create trade agreements

The trade agreement journal will pop up; create a new journal by pressing
Ctrl + N, select the journal name, and then click on Lines. The prices defined
in the trade agreement represents a combination between vendor and item;
this combination has flexibility with the following options:

All: Any transaction occurring for any vendor will inherit the price that
is assigned to all vendors

Group: Any transaction for a particular vendor price group inherits the
price that is assigned to the price group

Table: Any transaction that occurs for a vendor will inherit the price that
is assigned to this particular vendor
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As shown in the following screenshot, select Price (purch.). Now, select Account
code as Table to make this price correspond to a particular vendor; in Item relation,
select Table to make this price correspond to a particular item when it is purchased
from the mentioned vendor and from a specific warehouse.

Price/discount agreement journals (1 - uwnf) - Name: Pric, Price adjustment journal, Posted: No =ioO] x §
e New 7 Dislete o0 e
Show [Open
Overaew | Genersl
Name  Price/dscount jowmasl number = Descrigtion Posted
P [POIOOOZ2 | Price adjustment jourmal
Joumal lines, price/discount agreement (1 - usmi) - Relation: Price (purch.), 0000001, Price/discount joumal number. PDJ-00022 [= =
Post Validste+ Select  Adjstment Copyandrevise Copyline Cleajoumal  Addpmducts  Mibutebasedpricing . bventory™  Selectallagreementsto..  Edt inBcel e
i/ Active price search dimensiurs ares Site, Warehouse
1
Dverview | Ervor bog
anged | Relation Arcountcode | Account seiechon | Memcode  Wemerlten  Configurabion  Sme | Color | Stie  Str  Warchowse Frem To Und Amount in curency | COTER
i Price (purch) Table VENDODZ Table 0000001 1 1 100 - 1,00000 USD
As shown in the following screenshot, the reflection of this setup is to recall
the purchase price on the purchase line automatically from the posted trade
agreements journal:
Purchaseorder | Purchase  Manage  Receive  Invoice  Retal  Warchouse management  Transportation manzgement  General
$E 5 / K Delete |55 \:l 7 Fromaall 2‘ E@ 0
) 7 B I & From joural | 48
Purchase Froma Edit Header | Line - Total: = Generate from Attachments
order  sales order view | view template ™
New Maintain e G View Attachments
000042 : VENDOO2 - Mohamed Aamer pen order
> Purchase order header
Purchase order lines
“4Addline  “#l Addlines B Add products =% Remove Purchase orderline~  [i Financials= 4 Inventory™ G Product and supply~ %] Update line= | B
[] Line num... Item num... Productna.. Procurementcat.. Variantnu.. Site Warehouse CW quantity CW unit Quantity Unit Unit price &
0000001 0000001 1 1 : 1.00 ea 1,000.00

The Payment fast tab

In the Payment fast tab, under the Payment field group, the information needed

for vendor payment arrangements is shown (see the following screenshot). The
available fields are Terms of payment, Method of payment, Payment type, Payment
specification, and Cash discount.

4 Payment
Payment
Terms of payment: Met30 |v
Method of payment: CHECK |v
Payment type: Check

Payment specification:
Payment schedule: 5_Menths | w

Cash discount: 1%007

Ed
|| <]
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Terms of payment

The Terms of payment field represents the calculated due date to pay the vendor. The
terms of payment creation form is shown in the following screenshot. In order to access
this form, navigate to Accounts Payable | Setup | Payment | Terms of payment.

-- Mew ?( Delete Translations
Terms of payment  +  Description Terms of ,
: payment: | Net30

| Net30 © Met 30 days
i 1 Description: | MNet 30 days |

4 Setup
Administration
Payment method: Net v

Cash payment:

Months: 0

Days: 30

Payment schedule: W
Payment day: v

Default terms of payment: []

Ledger posting
Cash: |

Identify the due date base in the Payment method combobox that contains six
options. Assume that the vendor invoice is posted on January 1, 2014 and the
number of days is 20; the due date will be changed based on the selected payment
method option, as shown in the following diagram:

Microsoft Dynamics AX Terms of payment

‘ Net (20 Days) ‘ 21° Jan 2014

‘ Current week (20 Days) ‘ 24 Jan 2014

‘ Current month (20 Days) | 20% Feb 2014

| Current quarter (20 Days) | 20t April 2014

| Current year (20 Days) 20t Jan 2015
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From the preceding diagram, we can see:

* Net: The due date will be calculated from the invoice posting (1st Jan + 20
days), which is 21st Jan 2014

¢ Current week: The due date will be calculated from the end of the week that
the invoice was posted in (4th Jan + 20 days), that is, 24th Jan 2014

¢ Current month: The due date will be calculated from the end of the month
that the invoice was posted in (31st Jan + 20 days), in this case 20th Feb 2014

* Current quarter: The due date will be calculated from the end of the quarter
that the invoice was posted in (31st March + 20 days), which in this case is
20th April 2014

* Current year: The due date will be calculated from the end of the year that
the invoice was posted in (31st December + 20 days); here it will be 20th Jan
2015

* Cash on delivery (COD): This represents the cash payment upon delivery;
with this option, a ledger account must be specified that will be used while
posting a purchase order invoice

Method of payment

A payment method refers to the way the vendor is paid whether by check, bank
transfer, or cash. In order to access the method of payment form, navigate to
Accounts Payable | Setup | Payment | Method of payment, as shown in the
following screenshot. Setting the required controls will be applied on the transaction
if it is using this particular method of payment, in addition to the file formats of
checked printouts.

New 2% Delete Payment specification ~ Payment fee setup  Remittance files for ven.., File analyze
Method of payment  + | Peri.od Method of payment: El
CHECK : Invoice et m
Description: Check payment |
Grace period: 0
Payment status: m
Payment type: Check b

Allow copies of payments:
File formats

4 Payment control

Enabled Description

Payment reference is mandatory
Payment note is mandatory
Payment I} is mandatory

Payment specification is mandatory
Check number is mandatory

Offset account has the type bank

RRXOOOO

Bank transaction type is mandatory
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Payment schedule

The Payment schedule field represents the installment that will be used after
invoicing. In order to access the payment schedule form, navigate to Accounts
Payable | Setup | Payment | Payment schedule. This is shown in the following
screenshot; our main aim is to identify the type of installment, that is, whether it
is over a fixed number of months or has a fixed amount:

e hew K bdee
Payment schedule +  Description Pa\fmenttch&dule‘
¥ - g -

5_Months | Pay equally over 5 months
1 Description: | Pay equally over 3 months

4 General

Payment schedule
Allocation: Fixed quantity
Payment per Months v

Change:

Mumber of payments:

QMHUI

Armount in transaction currency:

Minimum: 0.00

Sales tax allocation: Proportionally v

Assume that the purchase order invoice is posted on January 1, 2014, its amount

is 5000 USD, and it is assigned a payment schedule of 5 months, with the terms of
payment set as net 30 days. Navigate to Accounts Payable | Common | Purchase
orders | All purchase orders; then, on the purchase order form, navigate to Header
view | Price and discount and assign the payment schedule.

[117]



Understanding Accounts Payable

In order to check payment installment dates, in the ribbon, navigate to Invoice |
Bill | Payment schedule. The payment schedule form will pop up. Then, go to the
Payment lines tab; the following screenshot shows the payment schedules where
the payment is divided into five installments for five months:

Purchase order = Purchase = Manage Recei\relln\roicel Retail = Warehouse management = Transportation management

Purchase order (1 - usmf) - Purchase order: 000044, Test Vendor

Invoice

Generate Bill

=3 i"'_‘ Pro forma invoice %Payment schedule Y_;:_
By Cash flow forecasts By

Open
transactions
Settle

N

Journals

000044 : 000001 - Test Vendor

4 Price and discount

Payment schedule (1 - usmf) - Allocation

b General Calculate

- Setup

b Address |Paymentschedule[Pa)rmentIines]| MNote |

> Delivery [] Duedate Value Cash discount date

1,000.00

Currency Payment 2/28/2014 1,000.00
Currency: | USD |v Terms of payment: Met20 | v 3172014 1.000.00
Bue d 4/30/2014 1,000.00
ue date = 5/31/2014 1,000.00
Method of payment: |
Payment specification: v

5_Maonths W

| Payment schedule:

Cash discount

The Cash discount field represents the discount that will be applied during the
vendor payment if it is paid before the due date; it has the flexibility to assign the
next cash discount. In order to create the cash discount record, navigate to Accounts
Payable | Setup | Payment | Cash discount, as shown in the following screenshot.
The Setup fast tab identifies the discount percentage, number of months, and
number of days. It is important to assign the main account for the vendor discount
in order to apply the discounted amount to a particular main account.
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Translations

T Ko

Accounts receivable

Accounts payable

Discount offset accounts:

Main account for vendor discounts:

Cash discount  *  Description Tl SF=ETIT 4%D10
43%D10 4% 10 days
Description: 4% 10 days
Next discount code: | 2%D30 |v‘
4 Setup
Discount principle
Met/Current: l\let w
Months: 0
Days: 10
Discount percentage: 4.00

Main account for customer discounts: 403300

Use Main account for vendor discounts

520200

-

Assuming that an invoice has been posted on January 1, the cash discount is 4% if
the invoice is paid within 10 days and the terms of payment is net 20 days.

As shown in the following screenshot of the vendor invoice journal, the cash

discount date is January 11 and its amount is -40:

Fad Financial dimensions  Salestax  Period journal™  Functions™  Inquiries*  Print™
Balance Total debit Total credit Budget check results
Uournal: Journal: Journak Per voucher:
Per voucher: 0.00 | Pervoucher Pervoucher
Overview | General | Cash discount | Invoice | Fixed assets | Remittance | History [ 1009 |
[] Date Voucher Accounttype  Account Invoice  Description Debit Credit Offset account type  Offset account
1/1/2014 ] APINOOO.. Vendor VENDOO1T 1111 1,000.00 Ledger 800100----
Invoice Sales tax Document
Terms of payment: Sales tax group: 5Pt Document: l:l
Due date: 21720014 |EE Item sales tax group: AU Document date: i ]
Payment ID: | Calculated sales tax amount: 60.00 Account name
Tax exempt number: Actual sales tax amount: 60.00 Account name: Vendor name
Currency Cash discount Offset account name: | Interest on Revolving C
Currency: usp Cash discount:
Cash discount date: 204 | EE
Cash discount amount: ’W‘
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When we go to create a payment transaction and settle it against the posted invoice
on January 10, as shown in the following screenshot, the payment amount is 1020
(1060 - 40 = 1020). To access the payment amount, navigate to Accounts Payable

| Common | Journal | Payments | Payment journal | Lines | Functions |
Settlement.

HeMew K Delete | Pomtw  Validmew  Financil dimensions™  Salestax | Functions™ | Paymentstatus™  Paymentproposal™  Inquiries™  Prnt™  Send..
akarrc e Total debit Total credit
urak ' Juurtial Generate payments
e voucher 000 Pervouther 000 Pervoucher Delete journsl lines
Cvenniew | Genenal | Payment | Payment fee | Remittance | Bank | Fiued assets | History | Postdan Jeairnal descriptions
] Dete Company sccounts  Account  Description e Offsetaccount  Payment status
11201 sl VENDOD1 Hank None
Settle open transactions (1 - usmf) - Voucher: APINODO0O2, 1/1/2014, Approved: YesVendor account: VENDOOT I:.I_'.:'_-]
=2 Le
L0000 Vendor batance: [ 1,060.00|
o iy LISE: | 4000 | Payment proposat []
| 000

| Overnen | General | Payment | Sestiement | Remittance | Cach discount | Financial dimensions | Withholding tax |

tmarked [“Mark  Full selllement  Use cash ducounl ] Voucher  Account  Compeny accounts  Date  Duedale  fvorce  Natell  Sequencesumber  Status Flermittance nurnier
[vi [ovaye] ] APIMCOO..  VENDOD!  usmi Vi 2R 1 o Inveiced

< ul

nana

[Alwiays ]

Descraption: Alternative cash discount sccount: -

In order to apply the cash discount, the user should choose Always or Normal under
Use cash discount:

* Normal: The cash discount is used only if the invoice is settled by the date
that is defined for the cash discount.

* Always: The last available cash discount is used if the invoice is settled after
the cash discount date. If the invoice is settled by the date that is defined
for the cash discount, the cash discount amount is the same as if you select
Normal.

* Never: No cash discount is applied even if the invoice is settled on or before
the discount date.

In the following screenshot, we changed the payment day to January 19 and the cash
discount goes to the next cash discount code, that is, 2 percent for 30 days:
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Journal voucher (1 - usmf) - Joumal: VendPay, journal batch 00481, Posted: type: Vendor [=To |
Mew P Delete  Post~  Validste  Financial dimensions = Salestan | Functions™ | Payment ststus®  Payment proposal = Inquines=  Print>  Send. o e
Hualars Total debit Tokal credit
Cvtrvien | Gerweal | Bayment | Payment fee | Remitance | Bank | Fooed svcets | History | Pestdat [N —
] Date Company sccounts  Accoust  Dessnption DebA Credn  Offset account type  Ofizet sccount  Payment status
1183004 el VENDOO! Rarik HNome
Settle open transactions (1 - usme) - Vouchar: 1/1/2014, App: account VENDODT | ===
= @
a5
e Status Remitance number A
Iereoeced 19
i - 5 i o ¥ . i s o - A Clos

In this section, we explored vendor master data, purchasing demographics,

and vendor sales tax treatment, in addition to withholding tax. Then, we
explored the price and discount options, in addition to alternatives of payments,
terms of payment, and methods of payment.

Exploring accounts payable controls

The accounts payable controls are an essential task to be discussed during the
analysis and design phases and assessed in the operation phase for enhancements.
Microsoft Dynamics AX 2012 R3 addresses the required procedures for accounts
payable controls. It is significant to the business in order to control the execution of
accounts payable processes, as it directly affects the company's liabilities; this is why
it should be controlled and monitored. In the upcoming sections, we will explore the
vendor hold activities, invoicing controls, and posting profiles.

Vendor hold activities

In daily business operations in accounts payable, the accounting manager might
need to stop transactions on a specific vendor; the on hold function for vendors
in Microsoft Dynamics AX 2012 R3 is located at the vendor level. To access this
function, navigate to Accounts Payable | Common | Vendors | All vendors |
Maintain. In the ribbon, click on On hold.
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As shown in the following screenshot, the On hold function has several options
based on the vendor transaction type, that is, Invoice, Payment, Requisition, Never,
All, and No, which is the default value. These options can be used to control vendors
from executing particular transactions, or to stop a vendor altogether.

File = Vendor Procurement Invoice

7% Delete _2\ "__ ;
/ @Onholg~ WP W e

Edit
| Change vendor status
VEND Vendor hold:
Vendor hold release date: :ﬁ
I Gen -
|
Reason code: mvotce EI
[ Add All
> Con Apply hold in all legal entities: | Payment
- Requisition
I Mis Mever
- Ven

The On hold options for the vendor transaction types are as follows:

* No: This represents that the vendor is allowed for all transaction
types, but if the vendor is inactive, it will be set on hold
automatically when running the vendor inactivity job

* Invoice: This represents that the vendor is prevented from
executing invoice transactions only

*  All This represents that the vendor is prevented from executing

. any transaction
% * Payment: This represents that the vendor is prevented from
R executing payment transactions only

* Requisition: This represents that the vendor is prevented from

executing purchase requisition transactions only

* Never: This represents that the vendor is allowed for all
transaction types, but the vendor will be excluded when running
the vendor inactivity job and will not set on hold automatically

To automatically put a vendor who was recently inactive, the On hold
function automatically runs the Vendor inactivation job by navigating to
Procurement and sourcing | Periodic | Vendors | Vendor inactivation.

As shown in the following screenshot, when we set the On hold value as All for
example, the system shows an Infolog window to indicate that the vendor has been
set on hold:
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1 The following messages are just for your information
\) and do not require you to take any action.

24 Message (08:28:43 am)
]ji) Vendor hold set to All for Vendor account VENDOOZ.

Vender hold set to All for Vendor account VENDOD2,

If an end user tries to select a vendor with the On hold status as All, the system
will prevent creating any transaction if the vendor status is on hold, as shown in
the following screenshot, where the user tried to create a purchase order:

ER Create pU—=

Vendor

. i Read the warning messages and take suitable action.
One-time supplier: [] i

Vendor account: |v | 4 Message (08:31:31 am)

Name: ]ﬁ Vendor "VENDO02" has a hold for "All".
Contact:

Address

Mame:

Delivery address:

I General %
I Administration %

> Unplanned purchases

#Vendor with whom the purchase order is placed.
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There are other options for On hold, where the accounting manager can plan the
future release date of the vendor from the On hold status for a particular transaction.
In the On hold selection, set the Vendor hold release date field; this will be
considered as the last day of putting the vendor on hold.

As shown in the following screenshot, we will set the vendor on hold for a particular
transaction and set the release date; here, the release date is August 30, 2014:

Yendor Precurement Invoice

y 7< Delete ,:g E 2

/ Onholdv | P T
O :

Edit

Change vendor status

Vendor hold: All W

|‘u‘end0r hold release date: = Bao2ms E I
a4 Gen

Reason code: |v
5]

Ide=|1 Apply hold in all legal entities: []

Wen
Ma

If a user tries to create a transaction for this vendor on August 29, the system
will prevent the transaction from being created, and as shown in the following
screenshot, an error message will pop up:

Infolog (1) -

Create p i o
Vendor
Read the warning messages and take suitable action.
One-time supplier: []

Wendor account: |v | -4 Message (11:01:07 am)

Name: (81 Vendor "VENDOOT" has a hold for "All" until 8/29/2014,
Contact:

Address

MName:

Delivery address: |

Wendor "VENDOO1" has a hold for "All" until 8/29/2014,
I General %

I Administration %

I Unplanned purchases

| Edit || Clear || Close

Vendor with whom the purchase order is placed.
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[ The vendor hold release date is based on the computer (machine) date. ]

Invoice matching controls

There are several options for invoice matching controls in Microsoft Dynamics AX
2012 R3; in the following section, we will explore the invoicing matching policies
and options. The following diagram illustrates the invoice matching options:

Invoice matching controls in Microsoft Dynamics AX 2012 R3
Invoice Company invoice
matching policy

Invoice matching

The vendor invoice matching process is a control point that is concerned with the
invoices received from the vendors before recording the invoice as a liability on the
company. There are two types of invoice matching, and they are as follows:

* Three-way matching: This is normally used with inventory items, where
three documents are compared: the vendor invoice against the purchase
order document and the product receipt document.

* Two-way matching: This is normally used with service items, where two
documents are compared: the vendor invoice against the purchase order.
This requires manual approval to pass these transactions.

The following diagram illustrates vendor invoice matching;:

Vendor invoice matching

Three-way
matching

Vendor invoice

Purchase| Product
order | receipt
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The basic document in three-way matching is Vendor Invoice, where it compares the
price and quantities in the vendor invoice document against the price in the purchase
order, which was already agreed upon, and the actual received quantities in the
reception process. This is important for processing payments only to vendors on the
agreed prices and the actual delivered quantities in the warehouses.

The following diagram illustrates the three-way matching concept:

Three-way matching

Three-way
matching

Vendor invoice

Quantity

Purchase | | Product
order receipt

The basic document in two-way matching is also Vendor Invoice, where it compares
the price of the vendor invoice against the price in the purchase order; as this is

for inventory items, there is no need to compare quantities. It is a new feature
delivered in AX 2012 where we differentiate the matching process of inventory and
noninventory items. The following diagram illustrates the two-way matching concept:

Two-way matching

Two-way
matching

Vendor invoice

Purchase
order

There are numerous layers of vendor invoice matching in Microsoft Dynamics AX
2012 R3 that give you the flexibility to apply matching controls, of which all are
required in real-life business. The invoice matching control must be activated on the
legal entity level:
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* The first layer is the company layer where we identify a matching policy
(whether it is two-way, three-way, or not required); this policy will be
cascaded down to all vendors and items on this particular legal entity. The
acceptable price tolerance is the base of comparison between the vendor
invoice and the purchase order price. The price tolerances can be for all
vendors and items, or for a specific vendor or item, and finally for a specific
combination of vendors and items. On this layer, we configure the matching
policy for total invoice tolerance and charge tolerance.

* The second layer matches the policy level, where we identify the exceptions
from the company-wide configuration; this exception can be applied on the
matching policy for a specific vendor, an item, or a combination of vendors
and items, where we can modify the default company-wide parameters. If
the company's matching policy is three-way matching for all vendors, and
the controller decided to exclude the service vendors from this policy and
apply two-way matching on these services vendors, then the controller could
exclude the trusted vendors from the matching policy at all. The exception
could be done on the invoice total level, or miscellaneous charge code level.

* The third layer is vendor invoice policies where configuring a precise
combination on a purchase order header or purchase order line has to be
approved before posting. This can be applied for risky purchases where the
purchase amount exceeds a certain amount.

The following diagram illustrates the vendor invoice matching layers in Microsoft
Dynamics AX 2012 R3:

Microsoft Dynamics AX 2012 R3  vendor invoice matching

Price
tolerances

| ltem and
| vendor

Company-specific vendor invoice policies
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In order to activate the invoice matching validation on Microsoft
%j%‘\ Dynamics AX 2012 R3, navigate to Accounts Payable | Setup |
’ Accounts payable parameters | Invoice validation.

As shown in the following screenshot of the Accounts payable parameters, mark the
Enable invoice matching validation checkbox and set the procedure that will be
applied if there are matching discrepancies, that is, whether it should be Allow with
warning or Require approval. The first option allows posting a transaction with

a matching discrepancy, and the second option prevents from posting an invoice
transaction with a matching discrepancy.

e

General

Set up options to validate invoices
Updates

I | Enable invoice matching validation: [

ost invoice with discrepancies: Require approval  |w
=

Invoice totals matching Allow with warning

Ledger and sales tax Match invoice totals: Require approva

In the Price and quantity matching field group, set whether or not the company-wide
matching policy is required, and if it is, whether it is two-way matching or three-way
matching. Identify the matching policy override, that is, whether it is Higher than
company policy or Lower than company policy. Set the Display unit price match
icon field as If greater than tolerance or If greater than or less than company policy.
Set the Match price totals field as None, Percentage, Amount, or Percentage and
price.

This is a company-wide configuration on a legal-entity level. This can be overridden
by the matching policy.
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The following screenshot shows the Price and quantity matching field group:

Price and quantity matching

Line matching policy:

Allow matching policy override: Higher than company policy v |
Display unit price match icon: If greater than tolerance v|
Match price totals: Percentage V|

Purchase price total tolerance percent: fi5.00

Purchase price total tolerance: 50.00

Display price total match icon: |Ifgreaterthan tolerance v|

Price tolerance

The path to access the price tolerance is shown in the following screenshot; go to
Accounts Payable | Setup | Invoice matching | Price tolerances.

Price tolerances (1 - usmf) = | =

e New X Delete )
ltem code  ~  ltemn relation  Account code  Account relation Unit price tolerance percentage
Table DO004 All 3.00

All Table 1001 1.00

All Table US-106 4.00

All Al 5.00

Setup

Accounts payable parameters
Accounts payable workflows
Vendor posting profiles
Summary update parameters
Vendors

Broker

Policies

[

Invoice matching
Invoice totals tolerances
Matching policy

Price tolerances

Charges tolerances

In the Price tolerances form, set the acceptable unit price tolerance percentage; this
indicates the relation between the vendor and supplied items. It is flexible because
we can set a different price tolerance for each vendor or each item. Otherwise, it can
be set to a combination of vendors and items. Remember that Group dominates over
All, and Table dominates over Group and All
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In order to configure the exceptions on the matching-policy level, that is, whether it
is on vendors, items, or a combination of a vendor and an item, navigate to Accounts
Payable | Setup | Invoice matching | Matching policy. As shown in the following
screenshot of Matching policy, this illustrates the company-wide configuration of
the line matching policy. In the Matching policy level combobox, select Vendor,
Item, or Item and vendor. Assign the line matching policy for each vendor, item,

or item and vendor, where we will be able to keep the default company-wide
parameters as Company policy. Otherwise, assign a different matching policy
according to organization needs (whether it should be two-way matching, three-way
matching, or not required at all).

Matching policy (1 - usmf)

Set up line matching policy information for vendor invoices

Specify the line matching pelicy for items, vendors and item/vendor combinations for vendor invoices

Company

Line matching palicy:

Mot required

Higher than company pelicy

Allow matching policy override:

Matching pelicy level:

=

Vendor |v

ltern and vendor

N

[] Vendoraccount ~* MNa e Line matching policy
VENDOOZ2 MOW Company policy
VENDOO Vendor name Three-way matching
Us-111 Contoso office supply Two-way matching
uUs-110 City-wide Advertising Mot required
Us-109 Property Management Company policy
us-108 City Power & Light Company policy
us-107 Idahe Department of Family Se.. Coempany policy
Us-106 Humongeus Insurance Twao-way matching
Us-105 Datum Receivers Three-way matching
Us-104 Fabrikam Supplier Three-way matching
us-103 Rain Projectars Three-way matching

|OK

|| Cancel |

The following screenshot displays the execution of a purchase order invoice with
difference in price and quantity with three-way matching that has a line matching
policy assigned.
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There is a prerequisite for this scenario; create a purchase order by navigating to
Accounts Payable | Common | Purchase order | All purchase orders. Now, create
a new order and select vendor ID.

Create a purchase line and then add the required fields: item ID, site, warehouse,
quantity 1, and price, which in this case is 1000 USD. Then, post the product receipt
by navigating to Receive | Product Receipt; enter the product receipt number and
click on OK. As shown in the following screenshot, which shows the purchase
order's Line fast tab, expand Line details | Setup | Matching policy:

Purchsseorder | Purchase  Manage  Receive  Invoice  Retsil  Warehousemanagement  Transportation management  General

e 5 /’ X = . 2%, From all Vg 1]
R 2 Ej‘#
= i & From journal i
Purchase  Froma E Header | Line Totals | Generatefrom Attachments
order  sales order view | view template ™
Mew Maintain Show Copy View Attachments
000069 : 000001 - Test Vendor Received
[] Linenumber Item number Productname  Procurement category  Variantnumber  Site  Warehouse CW quantity CW unit Quantity Unit Unit price | |~
11000 Surface Pro 128 ... 1 100 ea 1,000.00

< [ [

a Line details

Inventory Sales tax 1099 amount: 0.00

Lot ID: o211z Item sales tax group: State/province: ]

Invoice matching group 1099 state amount: 0.00
Posting 099 box:
Matching policy: [Three-way matching 1099 bo:

Ledger account: " lnventory

Returned order

Date and time Quantity:
Created date and time: | 8/20/2014 02:32:52 pm

Invoice remainder:
Scrap:

Delivery
Confirmed delivery date: =]

| General | Setup | “address Product  Delivery  Picking  Price and discount , Project  Product packages  Variants  Foreign trade  Fixed assets 1099 Financial dimensior| <

. Matching policy automatically inherits from a configured matching policy
% and can be changed on the purchase order line. It works in one direction
" from lowest to highest if the change is from the not required matching
policy to two-way or three-way matching policy, but not vice versa.
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Go to the Invoice ribbon and enter the invoice number assuming that the invoice has
a difference in price, which is 1050.01 USD; the price tolerance is 5 percent, which
means 1050.00 USD, so the invoice price is greater than the acceptable tolerance

by 0.01 USD. Also, quantity difference from the product receipt is by 2 pieces. The
following screenshot shows the purchase order invoice with matching variance with

quantity and price. In order to check the details of variance, go to the Review ribbon
and select Matching details.

: == =N
[ K D

Matching | Policy Invoice
details_Jviolations payment hold

Matching Valid..|  History

Default quantity for lines: | Ordered quantity v

: Test Vendor

4 Vendor invoice header 9/28/2014 | 9/28/2014 ~

Vendor Related documents Invoice status details
iveicesccount: Pucssorter [0 o] brepayment
Test Vendor Add another purchase order On hold: O
Match variance: |
Invoice identification Product receipt: | PK-0987
Mumber: Purchase agreement: | Purchase a | Company Header budget check results:

Hﬂ

Invoice description: Invoice dates

Posting date: 8/29/2014 |25 _
Invoice date: =
Due date: w2014 |
Lines 1000 2,100.02
d2hAddline  J§ Remove Invoiceline™  Financials™  Inventory™ | % Update line™

[] Budget check results tem number  ltem name Procurement category | Quantity |Unit  CW quantity CWunit [ Unitprice] Line nctamount Purchase order  Product rece
1000 Surface Pro 128 .. 200 ) ea 1,050.01 2,100.02 000069 PK-0087

The preceding screenshot depicts the invoice matching details form. The header

shows the exclamation mark, which indicates that there are differences in quantity
and price.
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In the details level, the comparison between the purchase order and invoice prices is
shown. This is in addition to the comparison between the product receipt quantity
and vendor invoice quantity.

| | Unit price matching esroes exist. Guantity matching esrors exist

Vendor: Test Vendor
Invoice: Show all knes (filter may apply) (@) Show only lines with matching drcrepancies Inventory

Mstchvarisnce  Line numbes ltem number Procurement category Text  Line matching policy  Site  Warehouse  CWquantity Quantity Invoice unit price PO unit price Invoice net amount  Expected net amount  Price vari
] 1100 Three way matchng 1 1 200 10500 1,000.00 210002 200000 "

chase crder Balance 210002 | | usD
Total dacount: 0.00
1,000.00 I

Cha 000

000

000
nvoice amount 210042
Total price varisnce amount: 10002

age a0 Invoike matching approval
Approve posting with matching discrepancies
1,000.0000
200 0
b 100 oli=] { '

The invoice control can be extended to check the total purchase order amount, in
addition to the total invoice amount.

In the following example, the total purchase order amount of a purchase order has
two-way matching, where we compare the purchase order invoice price against

the purchase order price. The purchase order price is 1000 USD and the purchase
order invoice price is also 1000 USD. During the matching process, the user adds an
additional piece of data (for example, change quantity to be 2) and the purchase price
is with the acceptable tolerance, so the purchase order total amount is 2000 USD.

The configured acceptable tolerance for the purchase price total is 15 percent, which
means 1150 USD.
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The invoice matching form indicates Unmatched purchase order total, as shown in
the following screenshot:

Policy violations

1 Price totals matching errors exist.
Vendor: Acme Office Supplies
Invoice:

Match variance Line number Item number  Procurement category  Text  Line matching policy
Price

Inveice: Purchase order:
000079

Unit price: 1,000.00 | 1,000.00
Price unit: 1.00 | & 1.00
Charges on purchases: 0.00 | v 0.00
Discount: 0.00 | v 0.00
Discount percent: 0.00 | » 0.00
Multiline discount: 0.00 | v 0.00
Multiline discount percentage: 0.00 | v 0.00
et amount: | 2,000.00 | v
et unit price: | 1,000.0000 | v | 1_ooo.oooo|
Unmatched purchase order total: ] -1,000.00 | I

In the preceding example, assume that the invoice quantities are equal to the
purchase order quantity, but we're adding additional service items on the vendor
invoice by 100.01 USD. The invoice matching form indicates the Invoice amount
discrepancy, as shown in the following screenshot:

Invoice totals

Balance: 1,100.01 | [UsD |
Total discount: 0.00

Charges: 0.00

Sales tax: 0.00
Round-off: 0.00

E\roice amount: 1,100.0 EI_EJ
Total price variance amount: 0.00

In the following screenshot, the Invoice totals matching details is illustrated,
showing the invoice total tolerance percentage, actual invoice total, expected
invoice totals, and variance percentage:
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Invoice totals matching details (1 - usmf) - Purchase order: 000079, Acme Office Supplies, Par.l;‘i-
0 e
Invoice totals tolerance percentage:
Invoice totals
Invoice: Purchase order:
000079
Actual inveice totals Expected inveice totals Wariance percentage
Subtotal amount: 1,100.01 | ¥ 1,000.00 10.00
Total discount: 0.00 [« 0.00 0.00
Charges: 0.00 [« 0.00 0.00
Sales tax: 0.00 | v 0.00 0.00
Round-off: 0.00 0.00
Invoice amount: 1,100.01 | ¥ 1,000.00 10.00 |

In the preceding example, assume that the purchase order line has assigned charges
with 100 USD, and the invoice quantities are equal to purchase order quantity, but
the purchase order invoice lines charges have been modified to 125.01 USD and the

acceptable charges tolerance is 25 percent.

The selected charges should be added to the vendor invoice, which only has Customer/
Vendor on the credit side. In order to create a charges code, navigate to Accounts
Payable | Setup | Charges | Charges code. As shown in the following screenshot, the
charges form illustrates the setup for the charges, and it is important to let Microsoft
Dynamics AX consider the charges during the invoice-matching process; for this, the
Compare purchase order and invoice value checkbox must be checked:

New ?( Delete Translations  External codes

Charges code  Description Charges code: FEE
i Vendor Fee
i FREIGHT y Freight Description: Vendor Fee
HANDLING  Handling fee Item sales tax group: v
INSTALL Installation Maximum arnount: 0.00
INSURANCE Insurance 4 Posting
IMNTERMAL Internal expense to a ledger account Debit
MISC ITEM Miscellaneous item charge T —|
=
REBATE Rebate e ftem b
Vnd Freigt Vendor Freight Posting: e
Account: | -
Credit
| Type: Customer/Vendor v |
Posting: v
Account: | -
Accounts payable
Compare purchase order and invoice values:
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In the preceding screenshot:

* Debit: This represents the debit side, which will be affected by the added
charges.

* Credit: This represents the credit side, which will be affected by the added
charges.

* Type: This represents the different types, which are Item, Ledger, and/or
Customer/vendor. They are explained as follows:

° Item: This represents the charges that will be posted on the item; this
is only applicable for the debit side

° Ledger: This represents the charges that will be posted on a particular
ledger account and must have a posting type and account number

° Customer/Vendor: This represents the charges that will be posted on
the customer/vendor on the purchase order or sales order

As shown in the following screenshot, the invoice matching form indicates a
discrepancy in the compared charge:

Invoice totals

Balance: 1,000.00| [ usD |
Total discount: 0.00

Charges: 125.01

Sales tax: 0.00
Round-off: 0.00

Invoice amount: 1,125.01

Total price variance amount: 0.00
@pared charges: | 125.01 “zE

In the following screenshot, we illustrate the compare charges values, and show
the actual total calculated amount, expected calculated amount, variance amount,
variance percentage, and tolerance percentage:
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il Compare charges values - Invoice: New (1 - usmf) - Purchase order: 000082 \;li-
= D e
Totals | Details

] C.. Inv. “  Description  Actual total...  Expected total calculated value  Variance amount  Variance percentage  Tolerance percentage
P P P 9 p g
: | Vendor Fee 125.01 100.00 2501 250 25.00

M < > |

| | Identification of the ch... | A(519) | USD | USR Model | usr | usmf | initial | Admin | MicrosoftDynamicsAX

7

The invoice number

The invoice document represents the vendor invoice recording in company accounts
(liability). The invoice has a reference number (invoice number) based on the vendor
serial number and the accounts payable accountant records the invoice number,
which can be used in the reconciliation process with the vendor; it is used in the
payment process as well. In Microsoft Dynamics AX 2012 R3, the invoice number

is a mandatory field and can be controlled to be a unique value. This uniqueness

is considered per vendor and can be within the fiscal year. In order to access the
invoice number control, navigate to Accounts Payable | Setup | Accounts payable
parameters | Invoice and go to the Check the invoice number used section.
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The following screenshot illustrates the available options of the invoice number
control:

- Invoice
® |nvoice

Use document date for vendor invoices: [

Invoice validation .
Default settlement type for credit notes: ||".,]0r|e ]

Ledger and sales tax Post to charge account in ledger: [l

Credit rating Credit nete as correction: O

ot @Ecktheinvoice number u:eﬂ Reject duplicate W
Tax exempt number requirement: Reject duplicate

AIF . o Reject duplicates within fiscal year
Require docurment date on vendor invoice: .

Cenfirmation of preduct Accept duplicates

on . .
o ¥ Check for W-9 form: Warn in case of duplicates

The Check the invoice number used field has the following options:

* Reject duplicate: This option will forbid using the same invoice number
from the same vendor. For example, if vendor A has the invoice number
INV-001, this value cannot be used with the same vendor, but can be used
with vendor B.

* Reject duplicates within fiscal year: This is the same as the previous option,
in addition to the validation that will be executed during the fiscal year.

* Accept duplicates: This option accepts duplicates.

* Warn in case of duplicates: This option gives a warning message if the value
has been used before.

The Posting profile

The posting profile represents the integration point between the general ledger
and subledger, and it generates the financial entries automatically according to the
posting profile's setup. The Accounts payable posting profiles are assigned to the
module parameters; navigate to Accounts Payable | Setup | Accounts payable
parameters | Ledger and sales tax, and go through the following process:

* In the Posting fast tab, assign the posting profile for general accounts payable
transactions; in other words, this represents the accounts payable account

* In the Prepayment journal voucher fast tab, assign the posting profile for
advance payment transactions; in other words, this represents the advances
from the vendor account

* Inthe Prepayment fast tab, assign the posting profile for prepayment invoices
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These options can be seen in the following screenshot:

General

Set up tax options

Updates Enter or view parameters for posting, promissory notes, payment proposals, prepayments, advances, and cash flow
Invoice -
4 Posting
Invoice validation Posting profile: GEN v l Primary discount posting:
® |edger and sales tax Primary receipt posting: [ltem
Credit rating I Promissory notes
Settlement [: Payment proposal
o 4 Prepayment journal voucher
Sales tax on prepayment journal voucher:
Cenfirmation of product |Pnsting profile with prepayment journal voucher: | PRE _—lg]

receipt

4 Prepayment

Broker and royalty
Posting profile with prepayment: | | JE]

Number sequence:

Exploring accounts payable transactions

This section will explore the transactions of the Accounts payable module;
transactions are divided into two main categories, invoicing and payment:

* Invoicing: This is divided into purchase-order-related invoices and
nonpurchase-order-related invoices:

o

The purchase-order-related invoices: These invoices represent

the invoices that are normally attached to a purchase order(s).
Invoices related to a purchase order can be the final invoice of the
purchase order, which is received after delivering the goods, or the
prepayment invoice, which is recorded before delivering the goods.
The attached prepayment invoice to a particular purchase order is a
new functionality released in Microsoft Dynamics AX 2012.

The nonpurchase-order-related invoices: These invoices represent
the vendor liabilities for services rendered to the company; there are
two types of recording service invoices. The first is noninventory
invoices, which are related to nonstockable items and are commonly
used by the company departments to record their expenses. The other
type is the invoice journal for services, which is posted directly to the
expense account; it is commonly used by accountants.
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* Payment: The second category is the vendor payment. There are two
types. The first is a prepayment transaction, which is considered as vendor
advances. This can be assigned to a particular purchase order, or need not be
assigned to a purchase order. The second type is the vendor payment, which
is settled against the vendor invoice.

The categories are summed up in the following diagram:

Microsoft Dynamics AX 2012 R3  Accounts payable transactions

Purchase order Non-purchase order
rel rel
elated elated Vel
Pre-payment
. Non- payment
Purchase ||Pre-payment Service .
L L - inventory
order invoice invoice invoice .
invoice

The purchase order invoice

The purchase order invoice document can be posted from two different forms;
the first form is the purchase order form, and the second form is the vendor
open invoices.

Open the vendor invoices form. This is a new function in Microsoft Dynamics
AX 2012. This form is used also for nonpurchase order invoices.

In order to post a purchase order invoice from the purchase order form, navigate
to Accounts Payable | Common | Purchase orders | All purchase orders after
choosing the required purchase order, then go to the Invoice ribbon and navigate
to Generate | Invoice. The following screenshot illustrates the Purchase order
invoice menu:

Purchascorder  Purchase  Manage  Receive [ Invoice | Retail  Warchouse management  Transportation management  General

[ Proformaiinvoice [ Payment schedule ;j E] [f
[ Cash flow forecasts it E ME

Open
transactions

Generate Bill Settle Journals

000083 : VENDOO2 - Mohamed Aamer Received

I Purchase order header

Purchase order lines

“HAddline A Addlines Bl Add products 7 Remove 77 Purchase order line~ [, Financials g, Inventory~ [l Product and supply™ ‘¢ Updateline™ | Ba -
[] Type Budget checkresults  Linenumber Item number  Product name  Procurement category  Variant number  Site  Warehouse CW quantity CW unit Quantity
e 2 1000 Surface Pro 1... 1 1 1.00
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In the vendor invoice form, the purchase order and product receipts are retrieved
automatically; then, enter the invoice number and description. Click on Post to
generate the invoice transaction. The following screenshot shows the vendor
invoice form:

KDelete T [ ? ﬁﬁ: 4] Apply prepayment 2‘ 0
5% Cancel~ 2l L] il
Edit Invoice | Header Retrieve  Match product  Post Totals | Attachments
view | v purchase orders  receipts -
Maintain New Show Actions Summ... Attachments
Default quantity for lines: | Product receipt quantity v
INV-0001 : Mohamed Aamer
4 Vendor invoice header INV-0001 | 9730/2014 | 9/30/2014 | INV-0001
Vendor Related documents Invoice status details
Invoice account: | VENDODZ Purchase order: Prepayment:
Mohamed Aamer Add ancther purchase order On hold: [}
Match variance:
Invoice identification Product receipt: (T Variance approved:
rchas . = " Header budget check results:
Number: INV-0001 Purchase agreement: | Purchasea | Company g
Invoice description: | Purchase Order Invoice |nvoice dates
Posting date: 32014 |3
Invaice date: e =
Due date: 9302014 |33
Lines 100 1,000.00
gpAddline 3§ Remove Invoice line™  Financials™  Inventory™ & Updateline™
[] Budget check results ltem number  Item name Procurement category  Quantity Unit  CWquantity CWunit  Unitprice  Linenetamount Purchase order  Product receipt
1000 Surface Pro 128.... 100 ea 1,000.00 1,000.00 000083 REC-0001

* The vendor invoice form is the nonpurchase order invoice when
% accessed from Accounts Payable | Common | Vendor invoices |
’ Open vendor invoices. Also, it is a shared form.

The relation between the vendor invoice, product receipt, and purchase order is that
the purchase order has more than one product receipt and the invoice can cover

one purchase order with more than one product receipt. In some business cases, the
vendor invoices cover receptions that occur on more than one purchase order.
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The following diagram illustrates the relation between the purchase order, product
receipt, and invoice:

Purchase order, product receipt, and invoice Relations
Purchase Order Product Receipt Invoices
REC 0001
PO 00001 — / REC 0002 S INV 0001
REC 0003
PAK 0004
. REC 0005 4 INV_ 0005
PO 00002 L REC 0006
REC 0007
REC 0008 — INV 0008

This business scenario can be managed on Microsoft Dynamics AX 2012 R3 in several
ways. The following section illustrates the most common functionalities to post an
invoice that covers more than one product receipt or purchase order.

Navigate to Account Payable | Periodic | Maintain vendor invoices on the vendor
invoice form under the Vendor invoice ribbon; there are two options there, whether
to retrieve the product receipts or the purchase order, as shown in the following
screenshot:

Yendor invoice Financials Review Process

?'( Delete <51 | £ From purchase order
|53 Cancel™ = | 42 From product receipt

Edit | . L Invoice
& Consolidate invoices ™

Maintain Mew

The first option, From purchase order, opens the filtration query, as shown in the
following screenshot. The user can retrieve information based on values on the
query; this can be a product receipt, vendor ID, and so on.
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(=-] Purchase update (1 - usmf)
Selct quer: I o] [ Medty. o
5 Tables ~
i..[T] Purchase orders B
[ Purchase order lines =
... Vendor - product receipt lines
: -] Inventory dimensions o
Range |Sorting
[] Table Derived table Field Criteria ~ Add
Purchase orders Purchase orders Purchase order
-
Purchase orders Purchase orders Inveice account VENDOOZ .
Purchase orders Purchase orders Pool
Purchase orders Purchase orders Status Open order .. Received
Vendor invoices Vendor invoices Status
Vendor - product receipt li...  Vendor - product receipt li...  Date 8/31/2014..9/3/2014 »
< m >
| Reset | | oK | | Cancel |

As shown in the following screenshot, two lines have been retrieved according to the

entered query, that is, two purchase orders with
represents two different invoices for each line.

two different product receipts. This

Wender invoice Financials Review Process
P = = — r

/ 7< Delete ) E = = z . d}-__ Eﬁ_’ ‘, [z 11}

’ 3 —= 5, From product receipt o

Edit . Invoice Refresh Export to

el Consolidate invoices Rare i Eed
Maintain New Actiens Summ... List Attachments
Defautt quantity for lines: [product receipt quantity .
-~ =

Account name  Invoice account | Purchase agreement [ Purchase order  Product receipt | Match variance  Variance approved  Date Invoice number  Onhold  Status
+ Mohamed Aa.. VENDOO2 Purchase Compar 000055 REC-0002 o 9/3/2014 L] New
~ Mohamed Aa.. VENDOO2 000083 REC-0001 s 9/3/2014 () New

In order to consolidate the two invoices in one invoice document, go to the Maintain
ribbon and select Consolidate invoice. Now, select Consolidate invoices. The

following screenshot illustrates the consolidate o

ption:

Vendor invoice Financials
/ ?(De\ete _f_l .QJ
b 7 Cancel ™ —=d F
Edit Invoice

{}é Consolidate invoices ™

- From product receipt

Review Process

From purchase order

Select the settings for consolidating invoices

Defaul
Summary update:

Include pending invoices:

[nvoice account

w

Consolidate
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The Summary update dropdown has four options, as follows:
None: There are no summary updates.

Invoice account: Summary update all selected orders according to the
criteria set in the Accounts payable parameters or Summary update
parameters form.

Order: Summary update a selected range of orders into, for example, one
invoice. The orders will be summary updated according to the criteria set in
the Accounts payable parameters or Summary update parameters form.

Automatic summary: Summary update all selected orders automatically
according to the criteria set in the Accounts payable parameters or
Summary update parameters form.

The second option, From product receipt, lists all product receipts and their lines.
As represented in the following screenshot, the marked product receipts will be
included in the vendor invoice. In order to go to the Product receipt form, navigate
to Accounts Payable | Periodic | Maintain vendor invoice | New ribbon | From
product receipt.

Ea Select product receipt (1 - usmf) - No Record == -
Overview | General | All
Include  Invoice account  Purchase order  Product receipt  Date Terms  Mode of delivery
VENDOOZ 000083 REC-0001 8/31/2014
VENDOOZ 000055 REC-0002 9/3/2014
Overview | General | Financial dimensions | Dimension Inventory »
Line number  Item Product name Procurement categery  Description  Site  Warehouse  Invoice remainder
3 1000 ¢ | Surface Pro 128 GB SurfacePro 1 11 1.00
4 ADD... HOMI 6' Cables HDMI &' 1 n 1.00
< m >

Vendor's item number
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There is another functionality that can be used to post one vendor invoice for
multiple purchase orders or product receipts. Navigate to Accounts Payable |
Common | Vendor Invoices | Open vendor invoices, create a new record, and
enter the invoice number and description. Then, go to Retrieve purchase orders
under the ribbon.

| Vendor invoice I Financials Review Process
/ 7< Delete S = =0 ? EEE: | Apply prepayment 2' l]
. ) el =
3% Cancel™ | —= = e — =l
Edit Invoice | Header Retrieve Match product  Post Totals
view ew | purchase orders receipts -
Maintain MNew Show Actions Summ... Attachments
Default quantity for lines: Product receipt quantity v
INV-003 : Mohamed Aamer
a4 Vendor invoice header
Vendor Related documents Invoice status details
Invoice account: VENDOO2 |v| Purchase order: Ijl Prepayment:
Mohamed Aamer | Add ancther purchase order On hold: O
Prod . Match variance: «
Invoice identification roduct receipt: Variance approved:
MNurnber: INV-003 Purchase agreement: | Purchase a Header budget check results:

As shown in the following screenshot, a list of purchase orders with their product
receipts is shown in this form. The user can mark which product receipts will be
included in the invoice.

e =
Retrieve purchase orders

4 Inctude ali Exclude all Micharned Asmer

519700

Imclude | Purchase.. =  Inveice sccount  Vendorname
FhD00 Meharned Samser

Line numdber Hem nomber  Productname  Procutement category  Invoice remainder  Line net smeunt
3 100 Surlece Peo 1. 100 265700
o 4 A0001 HOMI & Cables 100 500.00

a Line detalls
Purc b ardes line
Lire descrption: Surlace Pro 128 68 LI 01834 am Open crder
L]
et submsted

This invoice is already consolidated into one invoice.
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The following screenshot shows that the invoice-related documents are multiple and
are on the lines of the relation between the purchase order and product receipt:

e T

Financials ~ Review  Process
/ X Delete .}‘ =h Iﬁ =7 ? ng__} ] Apply prepayment 0
: i L 2
g Cancelw | =il = aFa 1 o
Edit Invoice | Header | Line Retrieve  Match product  Post Totals | Attachments
view | view | purchascorders  receipts <
Maintain New Show Actions Summ...| Attachments
Default quantity for lines: | proguct receipt quantity v
INV-003 : Mohamed Aamer
4 Vendor invoice header INV-003 INV-003
Vendor Related documents Invoice status details
Invoice account: | VENDODZ v Purchase order: |v Prepayment:
Mchamed Aamer Add another purchase order [On haold: ]
. Match variance: o
Invoice identification Product receipt: ariance approved:
Nurnber: INV-003 Purchase agreement: | Purchase a | Compan Header budget check results:
I description:
nvoice description: \nvoice dates
Posting date: 932014 |
Invoice date: =
Due date: =
Lines A0001 500.00
ghAddline & Remove 7 Invoice line™  Financiale™  Inventory™ ¢ Update line™
[] Budget check resuits Item number  Item name  Procurement category  Quantity Unit  CWquantity CWunit  Unitprice  Line netamount [ Purchase order  Product receipt
AG0D HDMI 6 C... 1.00 Pes 500.00 500.00 | 000055 REC-0002
1000 Surface Pr... 100 ea 1,000.00 1,000.00 | 0000B3 REC-0001

In order to inquire about the vendor balance, navigate to Accounts Payable |
Common | Vendors | All Vendors and click on the Balance ribbon. As shown in
the following screenshot, the balance form shows the current vendor balance:

€ =

\| %Bank accounts

=i

5 Certifications

%

Balance

%

Balance

Invoices Add vendor to Contacts 3.5 d Transactions
another legal entity™ A  Summary update
Invoice Copy Set up Transactions
B Vendor balance (1 - usmf) - New Record

Open transactions  Details  Aging period definitions

Vendor

MName: Mame: Currency:

| vENDOD2 | | Mohamed Aamer | [usD |

Vendor balance

Currency: Balance:

|usD -1,000.00 |

Customer/vendor balance

Currency: Balance:

|usD | | -1,000.00 |

[] Description Currency Balance currency Balance
Balance in currency usp i ~1,000.00 -1,000.00

Accounting currency balance

-1,000.00
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The purchase order invoice automatically generates the liability financial entry based
on the vendor posting and inventory posting profiles. The inventory posting profile
must be carefully structured during the design phase where the controller should
understand the mechanism of invoice posting well.

The generated invoice entry is divided into four lines; two entries represent the
produce receipt entry reversal, and the other two entries represent the vendor
liability entry:

* The financial entry of a product receipt is enhanced in Microsoft Dynamics
AX 2012 R3 to be a two-liner entry as follows:

o

Dr. Product receipt account

o

Cr. Vendor accrual account

* The other two entries represent the vendor liability as follows:

o

Dr. Vendor accrual account

o

Cr. Product receipt account
o

Dr. Purchase inventory receipt

Cr. Vendor balance

The inventory posting profile access path is Inventory
2~ Management | Setup | Posting | Posting | Purchase order.

The prepayment invoice

The prepayment invoice function is not covered in the previous versions of Microsoft
Dynamics AX. The vendor prepayment function gives a company's controller the
ability to minimize the risk by applying the segregation of duties between company
departments and control prepayment process, where accounts payable does not
perform the prepayment transaction without assigning the prepayment linked to

the purchase order and harmonizing the business process between procurement and
accounts payable. Assume that the company has agreed with a vendor to supply
goods to the company and the vendor has a condition to receive a prepayment before
executing the goods delivery, and this is a normal practice in the daily business.
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The vendor prepayment cycle is executed among the procurement agent, accounts
payable, and bank accountants. The following diagram illustrates the business
process of the prepayment:

Pre-payment invoice process in Microsoft Dynamics AX 2012 R3

PurChaSing agent m

Warehouse keeper W

A

: v :
Accounts payables [Purchase order invoice|->{ Apply pre-payment [<—: 4|anment invoice | :

Bank management| Settlement |H Payment | | Payment |

Settlement

From the preceding diagram, we can see that:

* The procurement agent creates a purchase order

* The procurement agent assigns the prepayment to a purchase order
as per the agreement with the vendor; here, the prepayment is a fixed
amount or a percentage from the total purchases of the PO

* The procurement agent confirms the purchase order
* The vendor issues a prepayment invoice

* The Accounts payable accountant posts the prepayment invoice,
and the prepayment invoice amount is inherited from the previous
prepayment assignment

* Bank accountants have open invoices that need to be paid and settled
against the payment

* After the warehouse keeper receives the goods in the warehouse,
the vendor sends the final invoice

* The accounts payable accountant applies the prepayment to the final
invoice and posts the PO invoice. If the AP accountant does not apply
the prepayment invoice to the PO invoice, they can apply it later on
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* The bank accountant opens the invoice with a vendor residual balance that
needs to be paid and settled against the payment

In order to assign a prepayment invoice on a created purchase order, navigate to
Accounts Payable | Common | Purchase orders | All purchase orders. Navigate
to Purchase | Prepayment, as shown in the following screenshot:

Purchase order I Purchase I Manage Receive Invaice Retail ‘Warehouse management Transportation management General
@ Pro forma confirmation 22 Distribute amounts

E}’i Maintain charges % _.“4 Multiline discount = % g =y =ad
= 4 = -
: %7 Allocate charges 3% Total discount & 4 I Confirm £ View distributions
Credit Sales Prepayment Purchase Confirmation 5
note tax inquiry C
Create Charges Tax Calculate Prepay Generate Accounting

000093 : VENDOO2 - Mohamed Aamer
I Purchase order header

Purchase order lines
4 Addline G Add lines B Add products -~ Remove Purchase order line™ [ Financials¥ g, Inventery ™ j5, Product and supply™ ¢ Update line

[] Procurement category  Variant number  Site  Warehouse CW quantity CW unit Quantity  Unit Unit price Adjusted unit price
00019 2 21 1.00 ea 1,000.00 0.00000

The prepayment form will pop up as shown in the following screenshot; enter the
prepayment description, select whether the prepayment will be Fixed or Percentage
from the purchase cost, and select the procurement category:

Prepayment (1 - usmf) - Purchase order: 000093, Mcham... -
Create or edit a prepayment
Description: | Prepayment amount |
O Fixed
(®) Percent
Value: 30.00
Limnit: 300.00
Prepayment remaining: 300.00
Prepayment application remaining: 0.00
Currency: usD
Prepayment category [D: ADVERTISING | v |
| Save | | Cancel |
M . .
~ The purchase order must be confirmed in order to generate the
prepayment.
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As shown in the following screenshot, navigate to Invoice and select Prepayment
invoice in the purchase order form:

Purchase order Purchase Manage Receive l Irwuicel Retail
=0 [E Proformainvoice aﬂpaymentschedule 7;:_\ E] [f]
: E@Prepa}rmentinvuica @Cashﬂowforecasts s i ol
Inveoice Open
transactions
Generate Bill Settle lournals

The prepayment account must be selected in the inventory posting
profile under the Purchase order tab.

Then, post the prepayment invoice from the vendor invoice form, as shown in the
following screenshot, and enter the invoice number and description:

Navigate to Inventory and Management | Setup | Posting | Purchase
order.

Financials Review Process
/ 7< Delete = = = = ? 413:'\ E' 0
5 Cancel™ il @l
Edit Header | Line Post Totals =~ Attachments
view | view ~
Maintain New Show Actions Summ... Attachments
Default quantity for lines: | Ordered quantity
Pre-INVO1 : Mohamed Aamer
4 Vendor invoice header Pre-INVO1 | 9/4/2014 | 9/4/2014 | Pre-INVO1
Vendor Related documents Invoice status details
Invoice account: | VENDOD2 Purchase order: (EE] Prepayment:
Mohamed Aamer On hold: O
orod ) Match variance: o
Invoice identification roduct receipt: |:| Variance approved:
s 3 5 iy Header budget check results:
Number: Pre-INV01 Purchase agreement: | Purchase a | Compamy g
Invoice description: | Prepayment Invoice Invoice dates
Posting date: o204 B -
Inveice date: i)
Due date: 97472014 =
Lines 300.00
] K Remove Invoice line™  Financials™  Inventory™ | # Update line~
[] Budget checkr... ltem num... Mem na... Procurementcat.. Quant.. Unit CW quan.. CWu.. Unitpr.. Line netam... Purchase o... Productrec...
ADVERTISING 1.00 300.00 300.00 000093

The financial entry is automatically generated based on the inventory posting profile

as follows:
* Dr. Prepayment

e Cr. Vendor balance
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At this point, there is a liability on this particular vendor with the prepayment amount,
and this liability appears in the open transactions, which are not settled yet. This form
is Settle open transactions; in order to access this form, navigate to Accounts Payable

| Common | Vendors | All vendors, select a particular vendor, then go to the Invoice
ribbon and select Settle open transactions, as shown in the following screenshot:

Vender  Procusement | inveice | Genens! 5 0@
I Invoice= i Posting il Price tolerances | g Settle open transactions I I invoice & history and matc... [, Promissory note statistics ] dpply
B Payrment pourml I [ Dol secourd 5 Clownd teancas chon editing [P Pending vendes imvoice. [ 2 7 By when paid related in o Reverin
# Mutehing pelicy [ Payrnent history I Promassany note jouenal

Hear et Settle Related infurmaticn Prepuyment
2 || 9 Al vendors [Ur f Vendae ccount v, ?III ®|F|  Top10vendors -
® Vendor account | Name Vendorheld  Phome Extension b
| |venpoz
& | [venpoe | Mehamed Asmer e
& | el s pame
= Settle open transactions (1 - usmi) - Voucher: PIV-110000545, 9/3/2014, Approved: YesVendor sccount VENDOO2 |;l£-
E m inquary®  Mark payment oe
E
s
k3
n»
z

00| Vendor batance: | 130000
o)
ng dites [Latest dave Datet use fi calculating discounts: | Transaction date ~
Overnew | General | Payment | Seetlement | Remistance | Cash discount | Financial dmensions
imaked | Primbeypayment  Mirk  Usecashddcount  Vouches  Account | Companybecourts Date  Duedite Inwoice  NotelD 5 Tutus  Remit ber  Améunt Currency
HNormal PIN-1M000..  VENDOW  wmd S 1003/, IV 002 a Invoiced 1,00000 UsD 1]
PP 140001 VENDOOZ  wsmd 0 Invoiced 30000 UsD I-Z‘
i

The prepayment invoice is ready to be paid; in order to perform a vendor payment
transaction, navigate to Accounts Payable | Journals | Payments | Payment

journals, create a new journal number, and then go to Lines. Select the vendor code

and then go to Functions | Settlement. The following screenshot illustrates the
journal and its line along with the settlement access path:

o] Payment journal (1 - usmf) =-|0 x
HeNew X =] J = Print~ O ®
Show: Show user-created anky: []
Overview ‘ General | Setup | Blecking | Financial dlmens\onsl History |
[] Name Journal batch number *  Description Posted Log Inuse
VendPay 00485 Vendor Payment *
B Journal voucher (1 - usmf) - Journal: VendPay, journal batch number: 00485, Posted: NoJournal type
File « 4 New elete ost ™ alidate ™ inancial dimensions ™ ales tax unctions ™ ayment status ™ ayment proposal ™ Inquiries™ rint ™ end..
SN Del P Valid Fi I d Sal F P P | I P Send
Baance Total debic Total credit
Journal: Journal: Journal: Generate payments
Per voucher: Per voucher 0.00 | Pervoucher Delete journal lines
Overview | General | Payment | Payment fes | Remittance | Bank | Fixed assets | History | Postgs | *ourne! descriptions
ate ompany accounts  Account  Description ebit  Credit set account type setaccount  Payment status
D Company A Descripti Debit  Credit Off type  Off Pay
9/6/2014 usmf VENDO002 Bank
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As shown in the following screenshot, in the Settle open transactions form, mark the
invoice that will be paid and close the form:

Transaction recrganizing

Fiscal establishment 1D:

Marked total:

Marked total in USD: -300.00 | Vendor balance: -1,300.00

Estimated cash discount in USD: 0.00 | Payment proposal: []

Estimated cash discount:

[Transferred: 0.00 Transferred in USD: 0.00

Overview | General I Payment I Settlement | Remittance | Cash discount | Financial dimensions | Withholding tax|

Mark  Full settlement  Use cash discount  Voucher Account  Company accounts  Date Due date  Invoice Status Amount  Currency
O MNormal PIV-110000... VENDOOZ  usmf 9/3/..  10/3/20..  INV-002 Invoiced  1,000.00 USD
r Normal PPP-140001  VENDODZ usmf 974/, 942014 Pre-INVO1 Invoiced 300,00 USD J

The amount will be automatically populated on the voucher line on the debit side;
validate and post the payment transactions. In this transaction, the vendor invoice
has been settled against payment transactions and moved to closed transactions,
as shown in the following screenshot:

4 New ?‘(De\ete Post™  Validate™  Financial dimensions™  Salestax  Functions™  Payment status™  Payment proposal ™ Inquiries™
Balance Total debit Total credit

Journal: Journal: 3 Journal: 300.00

Pervoucher: Pervoucher: 2 Pervoucher:

Overview | General | Payrent | Payment fee | Remittance | Bank | Fixed a;set;l History | Postdated checks

[] Date Company accounts  Account  Description Debit  Credit Offsetaccounttype Offcetaccoun
9/6/2014 usmf VENDOO2 300.00 Bank

Payment status

The financial entry is automatically generated as follows:
* Dr. Vendor balance
* Cr. Bank account

In order to access closed transactions, navigate to Accounts Payable | Common |
Vendors | All vendors; select a particular vendor and then navigate to Invoice |
Closed transaction editing. The following screenshot shows the payment and the
settled invoice against it:
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Procurement | Invuicel General

ﬁPosting ﬂPri(eto\erances [y Settle open transactions P Invoice |7 Invoice history and matc... |z Promissory note statistics

| % Default account E‘_@ Closed transaction ed\tingj ending vender invoice %Approvaljournal history... €% Pay when paid related in...
;‘iMatching policy {45 Payment history EPmm\ssory note journal
Setup Settle Related infermation

Closed transaction editing in several currencies (1 - usmf) - Voucher: PPP-140001, 9/4/2014 -0 -

Reverse  Inquiry™ 1| @
Settlement reversal posting date: | Latest date  w J

Qverview | General | Payment | Settlement | Remittance I Financial dimensions

ls marked Mark Voucher Account  Company accounts  Date Duedate  Invoice Ameunt  Currency  Transaction type
[ PPP-140001 VENDO0Z  usmf 94/, 942014 Pre-IN.. -300.00 USD
[]  APPMODD386 VENDODZ  usmf 9/6/... 9/6/2014 300.00 USD Payment

The settled transactions can be reversed from the closed transactions
= editing form.

Then, post the purchase order invoice and consider the prepayment amount by
applying the prepayment on the final vendor invoice in order to get the realistic
vendor liability; there are two scenarios here: apply the prepayment before a
post-purchase order invoice or after posting the vendor invoice.

The prepayment has a transaction type as payment.

The following screenshot illustrates the prepayment application process before
posting the purchase order invoice; navigate to Accounts Payable | Common |
Purchase Orders | All purchase orders, select the purchase order that needs to
be invoiced, go to the Invoice ribbon, and select Invoice:

Purchase order Purchase Manage Receive | Invoice I Retail
=N /7 Pro forma invoice Efa Payment schedule _—;_ @ = |
o l-§] Cash flow forecasts L FH x| !i

Open Invoice
transactions
Generate Bill Settle Journals
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The vendor invoice form will open up as shown in the following screenshot; enter
the invoice number and invoice description. To do this, go to Apply prepayment.

“ Vendorinvoice | Financials  Review  Process
7< Delete e = = ? =" & Apply prepayment ) [
S ‘A s 9 E ;
Edit
view | view | purchaseorders  receipts -
Attachments

2 Cancel™ == * =
Invoice | Header | Line Retrieve Match preduct  Post Totals | Attachments

Maintain New Show Actions Summ...

Default quantity for lines: | Ordered quantity v

PO-INV : Mohamed Aamer
Apply prepayment (1 - usmf) - Purchase order: 000093, Mohamed Aamer, Parameter ID: 011105 \;‘i-

a Vendor invoice header ]

Do
Invoice account: | VENDOY gajact the invoice to apply the prepayments to
Moha :
Invoice  Purchase order BroEmeEs
P P PO-INV 000093

Invoice identification Invoice number: PO-INV
Number: PO-IN Invoice date: 9/6/2014 |
Invoice description: | Purcha; Inveice amount: 1,00000
Available application amount: 300.00
Voucher number:

Select prepayments to apply
Lines elect  Purchaseorder  Invoice  Invoice date  Voucher Prepayment amoujn Prepayment appli
lﬂ:-!Add i) XREmu 000093 Pre-IN..  9/4/2014 PPP-140... 300.00
[[] Budget check results
< mn >
The total amount of the prepayments that will be applied to the selected mmicel 300.00 | | Apply prepaymnd
Select this check box to apply this prepayment to the selected invoice Close

The applied prepayment amount appears in the invoice line with a negative sign;
this will lead to the net invoice amount (total invoice amount - prepayment amount).

As shown in the following screenshot, the total invoice (1000) minus the prepayment
amount (300) equals 700, so the net invoice amount is 700:
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[ - [ ————

HKDelete | D [FH il =) 2. 5:. 4] Apply prepayment E i
g Cancelv | 0 ] =] 5
Edit Invoice  Hesder | Line Retrieve  Match product  Post Totals  Attachments
view | view | purchaseorders  receipts -
Maintsin New Show Actions Summ... Attachments

Default quantity for lines: | Ordered quantity v

PO-INV : Mohamed Aamer

a Vendor invoice header PO-INV | 10/6/2014 | 10/6/2014 | PO-INV  ~

Vendor Related documents Invoice status details
Invoice account: | VENDODZ Purchase order: Prepayment:
Mohamed Aamer Add another purchase order On hold: O
Match variance: o
Invoice identification Product receipt: |:| Variance approved:
- . z J | Header budget check results:
Number: PO-INV Purchase agreement: | Purchase a | Company g
Invoice description: | Purchase Order Invoice Jmvoice dates
Posting date: 962014 |28 _
Invoice date: iz
Due date: 1062014 |35
Lines -300.00
L] x Invoiceline~  Financials™  Inventory™ | % Update line~
] Budget check results Item number  Item name Procurement category ~ Quantity Unit ~ CW quantity CWunit  Unitprice  Line net amount Pur
ADVERTISING 1.00 -300.00
TO005 TelevisionHDTVX53052 / Television HDTV X... 100 ea 1,000.00 1,000.00 000

The invoice financial entry for a purchase order invoice that has a prepayment
applied is generated; the entry consists of four lines; two lines for the prepayment
application and the other two lines for the liability entry, as follows:

* Dr. Vendor balance (the prepayment amount)

* Cr. Prepayment (the prepayment amount)

* Dr. Purchase inventory receipt (the total purchase order amount)
* Cr. Vendor balance (the total purchase order amount)

The nonpurchase order invoices can be service invoices recorded by the accounting
team recording the invoice through Invoice Journal, or the invoices recorded by the
concerned departments, where each department will record their expenses invoices
through the new vendor invoice form that has been newly introduced in Microsoft

Dynamics AX 2012.
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The invoice journal is accessed by navigating to Accounts Payable | Journals |
Invoices | Invoice journal, as shown in the following screenshot. We can see the
invoice journal lines; select the vendor ID and enter the invoice number, the amount
in the credit side, and the ledger offset account. The posted Invoice journal generates

a vendor liability and ledger entry as well.

ER Invoice journal (1 - usmf} Journals

C I Ve @ D D@
a4 Invoices

Invoice journa

Show: Show user-created only: [] Invoice approval journal
Overview | G | | Set | e I = A - I Hist | Invoice register
ENEra cp |2 = story Vendor invoice pool excluding posting details
[] Name Journal batch n... « Description I Payments
APInvoice 00486 AP Invoice [ Promissory notes
Journal voucher (1 - usmf) - Journal: APInvoice, journal batch number: 00486, Posted: NoJournal type:
S New X Delete Post>  Validatev  Financial dimensions  Salestax  Period journal™  Functions™  Inquiries™  Print~™
Balance Total debit Total credit Budget check results
Journal: 0.00 | Journal: Journal: Per voucher:
Per voucher Pervoucher Pervoucher

Overview | General | Cash discount | Invoice | Fixed assets | Remittance [ History [ 1089 |

Credit  Offset account type  Offset account

[ Date Voucher Accounttype  Account  Invoice  Description Debit
601200----

9/7/2014 Vendor VENDOD2  INV-001 2,000.00 Ledger

The invoice journal can go through a process of recording through
s Invoice register and then Invoice approval journal.

The noninventory invoices are mainly used with nonstocked items, where each
service item is represented as a specific expense type. This concept is more familiar
for departments rather than selecting ledger accounts, as the concerned department
that entered the expense invoice does not have experience in accounting, and
descriptive expense service items are more familiar with data entry.
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In order to access the Open vendor invoice form, navigate to Accounts Payable |
Vendor invoices | Open vendor invoices.

Common

[ Vendors

[* Purchase orders

a Vendorinvoices
[_Qpenvendorinvoiceg
Pending vendor invoices

Vendor inveoices assigned to me
WVendor invoices assigned to queues that | belong to
Vendor inveoices due today

Vendor invoices past due

Vendor inveices in inveice pool excluding posting

In order to create a new invoice record, navigate to the Invoice ribbon and select
Vendor invoice, as shown in the following screenshot:

Settle open  Closed transaction
transactions editing

Vendor invoice

Invoice pool excluding posting
Invoice register

E Invoice approval journal
E Invoice journal
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In the vendor invoice form, select the vendor ID and enter the invoice number,

description, item number, and then the amount, as shown in the following screenshot:

Vendorinvoice ~ Financials  Review  Process
> = = 5 = 2 =" (=] Apply prepayment E > l]
% = &

Retrieve Match product  Post Totals =~ Attachments

view | view | purchaseorders  receipts M
Maintain New Show Actions Summ.. Attachments

Default quantity for lines: [ Product receipt quantity v
SEV-INV : Mohamed Aamer

a Vendor invoice header SEV-INV SEV-INV
Vendor Related documents Invoice status details

Inveice account: | VENDOOZ Jv Purchase order: Prepayment:
Mohamed Aamer Add another purchase order On hold: O

Prod ) Match variance: o
Invoice identification roduct receipt: Variance approved:

Number: SEV-INY Purchase agreement: Header budget check results:

Posting date: 9/7/2014 :ﬁ
Invoice date: i)
Due date:
Lines 0001 39.95
gpAddline 3§ Remove Invoice linev  Financials™  Inventory™ | % Update line~
[] Budget checkr... Hem num... _Ilg_!n_[!__a..: _____ Procurement cat...  Quant... Unit CW quan.. CWu.. Unitpr.. Line netam... Purchase o... Product receip!
0001 ; Microsoft ... | Computers 100 ea 39.95 39.95

~

An advance payment is a regular business scenario where vendors are required
to pay some amount of money as a down payment regardless of whether there is
a purchase order; this might occur with a partner with whom they have regular
business. In order to perform an advance payment transaction on Microsoft
Dynamics AX 2012, navigate to Accounts Payable | Common | Payments |
Payment journal and create a new journal; then move to Lines, enter the vendor
ID, and enter the amount, then switch to the Payment tab and check the Mark
prepayment journal voucher checkbox.
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After this, the default posting profile value to the prepayment posting profile will be
changed, as shown in the following screenshot:
» 0 @ || Journals

I G
I Invoices
Show: Show user-created only: [ 4 Payments
Payment journal

Overview | General | Setup | Blocking | Financial dimensions | History|

7

Payment transfer
[] Mame Journal batch number  +  Description I Promissory notes
VendPay ; 00487 Vendor Payment
Journal voucher (1 - usmf) - Journal: VendPay, journal batch number: 0048
~f,‘.i- New 2% Delete Post*  Validate  Financial dimensions¥  Salestax  Functions™  Payment status~
Balance Total debit Total credit
Journal: lournal: Journal: 2
Per voucher: 0.00 | Perwvoucher: Per voucher: 2,

Overview | General | Payrnent | Payment fee | Remittance | Bank | Fixed assets | History | Postdated checks |

Payment Notification to the central bank
Method of payment: -lECK|v Central bank purpose code: |v
Payment specification: 12 |v Purpose text:
Payrent ID:
Mote:
Import date: m
Document
@epaymentjoumalvoucher:? Document: |:|
Remittee currency: Document date: P
Posting
@ing profile: PRE W

The prepayment posting profile is created under Accounts payable posting profile.
Under Accounts payable parameters | Ledger and sales tax, assign the prepayment
posting profile.
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Vendor settlement

A settlement is an accounting transaction that occurs on accounts payable, accounts
receivables, and general ledger. This transaction is used mainly to settle vendor
invoices against vendor payments or advance payments.

Invoice Payment
Open transaction Open transaction
Settlement

Closed transaction

It is necessary to classify posting profiles of the vendor and customer in the opening
balance as it will affect the settlement process.

The settlement transaction affects vendor and customer balances, and it is reported
in the vendor or customer statement report that identifies the following;:

* The vendor

* The open (unsettled) invoice and payments

* The closed (settled) invoice and payments

* The vendor balance
A settlement transaction can occur during a payment or collection transaction if the
accountant marks the invoice that will be paid or collected. On the other hand, the

settlement can be performed at the vendor or customer level, and these transactions
can be unsettled.

The settlement transaction should take into consideration the currency as it can
be performed in the company's home currency by an equivalent amount, which
is calculated based on the currency exchange rate, or it can be settled in the same
currency of the invoice by identifying the currency in the payment process.
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The vendor settlement mechanism in
Microsoft Dynamics AX

A vendor settlement in Microsoft Dynamics AX is a transaction that occurs to
settle vendor advance payments against vendor invoices on a monthly basis.
Vendor settlements have the following effects:
¢ The first one is at the vendor level, which occurs when the vendor
transaction closes
* The second is the financial entry, which occurs only if the posting profile

of the advance payment and invoice are different

Here, I will illustrate the mechanism of vendor advance payment, invoices,
and vendor settlement financial entries:

* The vendor advance payment posting profile is advanced, and the
financial entry will be:
°  Dr. Advances to vendor 1200 EGP
°  Cr. Bank 1200 EGP

e}

Open transactions: 1200 EGP advance payment

* The vendor invoice posting profile is General, and the financial entry is:
°  Dr. Expense 1000 EGP
°  Cr. Payables 1000 EGP
°  Open transactions: 1200 EGP advance payment and 1000 EGP
vendor invoice

e The vendor settlement is as follows:

°  Dr. Payables 1000 EGP

°  Cr. Advances to vendor 1000 EGP

Open transactions: 200 EGP advance payment

°  Closed transactions: 1000 EGP advance payment and 1000 EGP

vendor invoice

If the posting profiles of the advance payment and invoicing are different, a
settlement financial entry will be created.
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Summary

This chapter covered the Accounts payable module in Microsoft Dynamics AX

2012 R3, its integration with other modules, procurement, and inventory, and then
looked into exploring the vendor master data and the characteristics that affect
vendor transactions. We also learned about the controls for invoice matching, three-
way matching for products and two-way matching for services, putting vendors on
hold, and invoice numbering. Then, we moved on to exploring the accounts payable
transactions vendor invoice, the prepayment invoice and its processing, advance
payments, and the settlement mechanism.

In the next chapter, we will discuss accounts receivable master data, control,
and transactions.
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Understanding Accounts
Receivable

The Accounts receivable module is the module that represents a customer's data

and their transactions. The Accounts receivable cycles are customer invoicing,
customer payment, and settlement. These business processes manage and control the
execution of customer sales processes. These processes are based on sales activities
and product delivery cycles in the sales and marketing processes, which manage and
control the execution of the Order to cash business processes.

In this chapter, we will cover the following topics:
* Understanding the Accounts receivable module's integration with
other modules
* Exploring customer master data characteristics
* Exploring Accounts receivable controls

* Exploring Accounts receivable transactions

Understanding the Accounts receivable
module’'s integration with other modules

The Accounts receivable module manages and controls customer transactions from
the accounting point of view, where recording customer master information and the
basic transactions related to customer invoicing, payment, and settlement happen.
The Accounts receivable function is integrated with other business functions.



Understanding Accounts Receivable

The integration points with Accounts receivable are as follows:

the customer, and then the sales order is created

Sales and marketing module: This is where goods and services are quoted to

Inventory and warehousing module: This is where goods are delivered

to customers, and invoicing is based on the delivered goods from the

warehousing module

settlement against invoices are done

Cash and bank management: This is where customer payment and

The full life cycle of the Order to Cash is shown in the following diagram:

Microsoft Dynamlcs AX = Order to Cash

Finance Sales
Accounts Receivable Price List

Customer
Collection

Sk |

Financial Entry

e

Yes,

|_Confirmation |

~ Bank Management

| Financial Entry
Bank
Reconciliation

| Warehousing

Financial Entry

Packing Slip B

Inventory (-) B

Sales M
Quotation §
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The normal practice of enterprise organizations is that no sales orders are created
directly. This can lead to creating unnecessary sales orders and exposing the
company to uncontrolled open orders. This business process must be controlled
since it is the source point of company revenues. On the other hand, the unnecessary
sales order can significantly impact the cost of goods sold and customer balances, in
addition to the company's profitability.

The selling process typically goes through specific internal procedures to deliver
items or services from the sales department. The sales process begins either by
automatic orders of sales based on a sales quotation for a specific customer, or by
entering the sales order manually.

The Sales Quotation is a document representing the company's offer to
. the customer, and indicates the item or service, price, receipt date, and
% other information. The quotation is sent to the customer to evaluate the
L= company's offer. The customer then replies to the sales agent by either
confirmation or rejection. The confirmed sales quotation is a document
that is ready to be converted to a sales order document.

The following are the Sales Quotation statuses:
* Created: The sales quotation has been created, but has not been sent to the
customer. The sales quotation can be modified if its status is Created.

* Sent: The sales quotation status is updated once the sales quotation
document is sent to the customer.

* Confirmed: This status shows when the sales quotation has been confirmed
by the customer.

* Lost: This status will be displayed once the sales quotation has been refused
by the customer.

* Canceled: This status will be displayed once the sales quotation and all sales
quotation lines have been canceled.

The sales order has several types in Microsoft Dynamics AX 2012 R3. They are listed
as follows:

e Sales order: This is a commitment document sent to a customer to deliver the
required goods or services to them.

* Journal: This is a draft document that does not accept any further
transactions nor affects inventory or finance.

* Subscription: This is a recurring sales order to supply the same item,
quantity, and price. The system recreates the sales order after invoicing.
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Returned order: This document represents the Returned Material
Authorization (RMA) and handles quantity returns and the customer
credit note.

Item requirements: This is a type of the sales order, which relates the sales
order to project requirements.

Sales agreement: A sales agreement is a document that is sent to a customer
to deliver goods or services over a specific time period and includes prices.
This is a new function introduced in Microsoft Dynamics AX 2012 R3 and it
replaces Blanket Order in AX 2009.

The following are the types of sales order statuses:

Open Order: This indicates that the sales order is at one of the following
stages: newly created, not totally received, or not totally invoiced

Delivered: This indicates that the sales order is fully delivered
Invoiced: This indicates that the sales order is fully invoiced

Canceled: This indicates that the ordered quantities in the sales order have
been canceled

The following are the types of sales order document statuses:

None: This indicates that the sales order is created and no further documents
have been posted

Confirmation: This indicates that the sales order has been confirmed

Picking list: This indicates that the picking list document has been posted
on the sales order

Packing slip: This indicates that the packing slip document has been posted
on the sales order

Invoice: This indicates that the sales order invoice has been posted

The delivery of goods from the company warehouse occurs by the following two

steps:

The preliminary step is the picking list that assigns inventory dimensions
such as serial number and batch number, in addition to the quality inspection
if required. The preliminary step of the picking list does not affect the
on-hand inventory. The packing slip transaction decreases the physical
quantities in the on-hand inventory.

The final step in a sales order is posting the invoice that represents the
revenue recognition of the sales order, or in other words, the cost of goods
sold (COGS).
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The packing slip document does not reflect any transactions on the
= customer balance.

The customer payment is the document that represents that the company is receiving
an amount of money from the customer who receives goods or services from

the company. The customer payment process is executed based on the customer
invoices. The normal practice in enterprise organizations is that the customer
collection will have two different scenarios: collection after issuing the sales order
invoice, or advanced collection before creating a sales order.

The advanced collection can be assigned to a specific sales order. Each collection
transaction is settled against a customer invoice. This affects the company's cash
position and cash projection of future customer collection. The customer pays the
amount of money after issuing the sales invoice. Then the Accounts receivable
accountant records the collection transactions and settles them against an invoice.
The invoice could be settled automatically if the advanced collection is linked to a
sales order.

The bank accountant executes the check collection process and bank reconciliation
accordingly, as shown in the following diagram, which illustrates the customer
collection, invoice, and settlement document integration:

Payment and settlement document integration

Free text invoice Customer collection Sales order invoice
Manually created Manually created
v i
Customer Not assigned
> ) to sales
collection
order
A

Manually created
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Each transaction is represented in a document type in Microsoft Dynamics AX,

with the document containing the details of the transaction. The transactions data,
whether inherited from the master data, entered manually, and/or automatically
inherited from another transaction, is linked with a specific reference. The integration
between the collection and other customer transaction documents gives us visibility
to trace what the original sales order and packing slip that are related to the invoice
are, together with who confirms the sales order.

Exploring customer master data
characteristics

The customer record has essential information that directly affects Accounts
receivable transactions. In the following section, we will cover the basic information
that should be considered when creating a new customer record.

In order to create a new customer record, you should navigate to Accounts
Receivable | Common | Customers | All customers, as shown in this screenshot:

4 |Customers |

All customers

Customers on hold

Customers past due

On the customer list page, press Ctrl + N to create a new customer record.

As shown in the following screenshot, the mandatory fields are Customer account,
Name, Customer group, and Country/region. You can either save the entered
information and complete it afterwards, or go directly to a Customer form or
transaction form, whether Sales quotation, Project quotation, and/or Sales order.
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Create new customer

Customer account:
Record type:
Name:

Details

Customer group:
Currency:

Terms of payment:

Delivery terms:

Organization v

Customer (1

CUsTOD1

Mohamed Aamer

]

Met30

Address and contact information

Country/region:
ZIP/postal code:

Street:

Mode of delivery:
Sales tax group:

Tax exempt number:

EGY

- usmf) - New Record

Phone:

Extension:

Fax:

E-mail address:

| Save and close || Saveand open » Custamer

Sales quotation

Project quotation

Sales order

We can see the following in the preceding screenshot:

The Customer account, whether assigned manually or automatically through
the number sequence.

Group is a mandatory field that represents the customer group that the
particular customer belongs to, and this is considered as the integration
point between Accounts receivable and the general ledger through the
posting profile. However, the posting profile could be on the level of the
customer code.

Country/region represents the country that this customer belongs to.

The Currency field is mandatory, and it represents the default currency for
the particular customer transaction. However, it could be changed on the
transaction level as per the business case.

Click on Save and open, and then select Customer. This will open the customer
master data form.
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The Sales order defaults fast tab

In the customer creation form, go to the Sales order defaults fast tab. In this section,
we will explore the Discount field group.

The Discount field group

The Discount field group represents the discount and pricing options that could be
applied on the particular customer. The Discount field group consists of the discount
and pricing groups to which the customer belongs, as shown in this screenshot:

4 Sales order defaults

Sales order Discount

Charges group: Ijl Multiline discount:
Site: Ijl Total discount:
Warehouse: Ijl Price:
Item - customer group: Ijl Line discount: |v

Customer price or discount groups

The customer price and discount groups consist of four pricing groups, as shown in
the following diagram:

Customer price/discount groups
Price Line discount
group group

In order to create the customer price or discount groups, the user shall navigate
to Inventory management | Setup | Price/discount | Customer price/discount
groups, as shown in this screenshot:

Setup

Inventory and warehouse management parameters
I> Costing
I> Dimensicns
4 Price/discount
Item discount groups
Eustomer price/discount grou;ﬂ

Vendor price/discount groups

ltern price tolerance groups
Attribute-based pricing details
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The Customer price/discount groups form shows the Price/discount options,
and should be able to create groups for each Price/discount options.

The price or discount must be activated by navigating to Sales and
%~ marketing | Setup | Price/discount | Activate price/discount.

The following screenshot shows the definition of the price discount group options:

i New 2% Delete Trade agreements ™

Show: | Price group

I Price group
o1 |Line discount group
02 Multiline disc. group

Total discount group

03
04 Internet accounts
09 Intercompany accou..,

* Price group: This represents the customer's price group used for price
proposals upon sales, and this price group is attached to the customer
master data.

* Line discount group: This represents the sales line discount used for sales,
which is attached to the customer master data.

* Multiline discount group: This represents the multiline discount group used
to control discounts across several sales lines. It is attached to the customer
master data.

* Total discount group: This represents that the total discount group is
attached to the customer master data in a field called total discount group.
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In the created Major accounts value for Price group, navigate to Trade agreements |
Create trade agreements, as shown in the following screenshot:

e New 7€ Delete [ Trade agreements ™ ] Send.. ™

v | View trade agreements (Sales)

Show: | Price group

. View sales prices
Price groups  MName

! Major accounts Wiew line discount

02 Wholesale accounts View multiline discount

03 Retail accounts View total discount
04 Internet accounts Sales price (hour)
09 Intercompany accou..

Sales price (expense)
Sales price (fee)

Sales price (subscription)

View trade agreements (Purchase)

Create trade agreements

The Trade agreements journal will pop up. Create a new journal by pressing Ctrl +
N, selecting a journal name, and then clicking on Lines. As shown in the following
screenshot, we will create a journal line (or lines) by selecting under Relation the
Price (sales) value. Then we select the Account code field as Table. To make this
price related to a particular customer, on item relation, select Table to make this
price correspond to a particular item when sold to a mentioned customer from a
specific warehouse.

HeNew XK Delete [ Lines | 0@

Overview | General
[] Mame Pricefdiscount journal number “  Description Posted
Pric | PDJ-00020 Price adjustment journal
& Journal lines, price/discount agreement (1 - usmf) - Relation: Price (sales), 000002, Price/discount journal number: PDJ-00020 ==
Post  Validatew  Select  Adjustment™ Copyandrevise  Copyline  Clearjoumnal  Add products  Attribute-based pricing .. Inventory ™ | O @
.
\lr) Active price search dimensions are: Site, Warehouse
Overview | Error log
| Changed  Relation Accountcode  Accountselection  temcode  ltem relation  Site  Warchouse  From To  Unit Amount in currency Currenl
Ly Price (sales) Table CUSTOO1 Table 000002 1 11 1.00 ea 1,500.00 USD__J

As shown in the next screenshot, the purpose of this setup is to recall the sales price
on the sales line automatically from the posted trade agreements journal:
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Salesorder | Sell  Manage  Pickand pack  Invoice  Retail  General  Warchouse management  Transportation management
47 [ Service order / 7< Delete G = ﬁ 7, From all 2‘ [#] Orderevents g
N = 3
— {4 Purchase order [ Cancel»  E | & From journal =0 [ Detailed status H
Sales .. _. Edit Header | Line . Totals Generate from
ordles |G, Direct delivery vew | view |- Order holds template =
New Maintain Payments Show Copy View Functions Attachments
000759 : CUST001 - Mohamed Aamer
I Sales order header
Sales order lines
~#Addline  “alAddlines S Add products -7 Remove / Sales order linew  |B Financisls~ g, Inventory~ gl Product and supply~ 4l Update line ™
[ Product name  Sales category CW quantity CWunit  Quantity Unit CW deliver now  Adjusted unit price  Site Warehouse Unit price | Discount
000002 1.00 ea 0.00000 1 1 1,500.00

The Payment fast tab
In an opened customer form, move to the Payment fast tab, and under the payment
field group, there is some required information for customer payment arrangements.
The available options are as follows:

* Terms of payment

* Method of payment

* Payment specification

* Payment schedule

* Payment day

e Cash discount

The preceding options are displayed like this:

2 Payment defaults
Payment
Terms of payment: Met30 | W
Method of payment: ‘ CASH | v |
Payment specification: III
Payment schedule: 5_Months |v
Cash discount: 1%D07 v
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Terms of payment

The Terms of payment field represents the calculated due date to pay to the
customer. In order to access the terms of payment creation form, go to Accounts
Receivable | Setup | Payments | Terms of payment, as shown in the following
screenshot:

4t MNew 7€ Delete Translations
Terms of payment  +  Description Terms of payment: W‘

Met 30 days
- Description: MNet 30 days |

a Setup
Administration
Payment method: Met w

Cash payment:

Months: 0

Days: 30

Payment schedule: v
Payment day: v

Default terms of payment: []

Ledger posting
Cash: |

Identify the due date base in the Payment method combo box, which contains six
options. Assume that the customer invoice is posted on January 1, 2015, and the
number of days is 20, the due date will be changed based on the selected payment
method option, as shown in the following diagram:

Microsoft Dynamics AX Terms of payment

‘ Net (20 Days) ‘ 21+ Jan 2014

‘ Current week (20 Days) ‘ 24™ Jan 2014

‘ Current month (20 Days) ‘ 20% Feb 2014

Current quarter (20 Days)

20t April 2014

| Current year (20 Days) 20t Jan 2015
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We can see the following in the preceding diagram:

Net: The due date will be calculated from the invoice posting

(January 1 + 20 days = 21st Jan).

Current week: The due date will be calculated from the end of the week in
which the invoice was posted (January 4 + 20 days = 24th Jan).

Current month: The due date will be calculated from the end of the month
in which the invoice was posted (January 31 + 20 days = 24th Feb).

Current quarter: The due date will be calculated from the end of the quarter
in which the invoice was posted (March 31 + 20 days = 20th April).

Current year: The due date will be calculated from the end of the year in
which the invoice was posted (December 31 + 20 days = 20th Jan).

Cash on delivery: This represents the cash payment upon delivery. With this
option, a ledger account must be specified, which will be used when posting
the sales order invoice.

Method of payment

The method payment represents the way of receiving payment from the customer by
check, bank transfer, credit card, or cash. In order to access the Method of payment
form, navigate to Accounts Receivable | Setup | Payment | Terms of payment.

As shown in the following screenshot of the method of payment form, the required
controls will be applied on the transaction. In this case, the CASH method of
payment is used.

m ENew X Delete Payment step process  Payment specification  Payment fee setup

Method of payment + ! Period | tethod of payment: | CASH
CASH  Invoice

1

Period: Inveoice v

Description: Cazsh

Grace period:
Payment status: None v

Payment type: Other

b

> General
I File formats

4 Payment control

Enabled Description

Check number is mandatory
Payment reference is mandatory
Deposit slip is mandatory

Offset account has the type bank
Bank transaction type is mandatory

ooOoono

[175]



Understanding Accounts Receivable

Payment specification

The payment specification represents the codes according to the agreement with the
bank that is specified for the selected method of payment. The payment specification
is tied with the method of payment.

Payment schedule

The payment schedule represents the installment that will be used after invoicing.
To access the Payment schedule form, navigate to Accounts Receivable | Setup |
Payment | Payment schedule. We can identify an installment with a fixed number
of months or a fixed amount, as shown in this screenshot:

ENen X baee
Payment schedule =  Description Pa}fmentzchedul&:

5_Months Pay equally over 3 months

Description: | Pay equally over 5 months

4 General
Payment schedule

Allocation:
Payment per:
Change:
MNumber of payments:
Amount in transaction currency: 0.00
Minimurn: 0.00

Sales tax allocation: Proportionally v

Assume that the sales order invoice is posted on January 1, 2014, its amount is $5,000,
and it is assigned a payment schedule for 5 months, with the terms of payment as
net 30 days. Navigate to Accounts Receivable | Common | Sales orders | All sales
orders. Then open a sales order by navigating to Header view, and under the Price
discount fast tab, assign a payment schedule. It can be automatically inherited from
the customer master data and can be modified on the sales order header.
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In order to check the payment installment dates, from the ribbon, navigate to Invoice
| Bill | Payment schedule. The Payment schedule form will pop up. Then go to the
Payment lines tab. The following screenshot shows the payment schedules, which
are divided into five installments for five months:

Sales order Sell Manage Pick and pack Invaice Retail General Warehouse management Transportation management
=1 -f‘i_\' ﬁ Payment schedule ;,: W
}/ — Cash flow forecasts u—' £
Invoice Pre forma Open
invoice transactions
Generate Bill Settle Journals
000004 : CUSTO01 - Mohamed Aamer Open order
I- General 000004 | Mohamed Aamer | CUSTOOT | CUSTOD1 ”~
- Setup
- Address Mohamed Aamer
I Delivery
« Price and discount Payment schedule (1 - gbsi) - Paym... .= | B -
Currency Payment
& Calculate | @
Currency: usp | v Payment: MNet30 | v
Fixed exchange rate: Due date: ) Payment schedule | Payment lines
Method of payment: |v Eﬂ;Add * Fora
Payment specification: v [] Due date Invoice amount  Cash discount date
| Payment schedule: 5_Menths v 1/31/201 1,000.00
Cash discount: M 2/28/2014 1,000.00
3/3172014 1,000.00
Credit card number: |v 473072014 1,000.00
Discount percentage: 0.00 5/31/2014 1,000.00

Cash discount

Cash discount represents the discount that will be applied during customer payment
if the payment is made before the due date. This encourages the customer to pay
before the due date. Cash discount has the flexibility to assign the next cash discount,
which could be a deal with the customer. In order to create the cash discount record,
navigate to Accounts Receivable | Setup | Payment | Cash discount.
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As shown in the following screenshot, which represents the Cash discount form, the
Setup fast tab identifies the discount percentage, number of months, and number of
days. It is important to assign the main account for customer discounts.

JENew 2% Delete Translations
Cash discount  +  Description TedndTemni: 45010
43010

4% 10 days

Description: 4% 10 days
MNext discount code: | 2%D30 |v
a Setup

Discount principle
Met/Current: Met v
Months: 0
Days: 10
Discount percentage: 400

Accounts receivable

Main account for customer discounts: |4033OU -

Accounts payable

Discount offset accounts: | Use Main account for vendor discounts v

Main account for vendor discounts: |520200 -

Assume that an invoice has been posted on January 1, the cash discount is 4 percent
if the invoice is paid within 10 days, and the terms of payment are net 20 days. The
invoice amount is $1,000. The sales tax is 6 percent, which becomes equal to $60
(invoice amount * sales tax) (1000 * 6%).

The total invoice amount is $1,060 (invoice amount + sales tax) (1000 + 60).

The cash discount is 4 percent of the invoice amount "before sales tax" $ 40 is the
discount amount, which is calculated based on the invoice amount which is $1000,
and note that the invoice amount is excluded the sales tax (invoice amount * cash
discount) (1000 * 4%).

The invoice amount after the cash discount is $960 (invoice amount — cash discount
amount) (1000 - 40).

The total invoice amount to be paid is $1,020 (invoice amount after cash discount + sales
tax amount) (960 + 60).

The cash discount date of the customer free text invoice is January 11, and its amount
is -40.

We then go to the Create payment transaction section and settle it against the posted
invoice on January 1. As shown in this screenshot, the payment amount is 1020:
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3¢MNew < Delete  Editcustomer payments  Post™  Validate™  Financial dimensions™  Salestax  Period journal | Functions™ | Payment status™
Balance Total debit Total credit

ournal: 000 Journak 0.00| Journak 0.00 Generate payments

er voucher: 0.00| Pervoucher: 0.00| Pervoucher 0.00 Deposit slip

Overview | General | Payment fee | Bank | Fixed assets | History | Payment | Postdated checks

Journal descriptions

[] Date  Companyaccounts Account Invoice  Description Debit Credit Useadepositslp — Offset account ty Delete journal fines
UHEE wsm CusTOn2 m] Bank Import payments
L] Settle open transactions (1 - usmf) - Voucher: FTV-30000002, 1/1/2014, Status: NoneCustomer account
Selectall Clearall  Functions™
Marked total: 10 @ad total in USD: W,OZOQ Customer balance:
Estimated cash discount: -40.00 | Estimated cash discount in USD: 4000 | Payment proposal: []
Transferred: 0.00 Transferred in USD: 0.00

Overview | General | Payment | Settlement | Cash discount | Collections | Financial dimensians

|s marked | Mark

Full settlement

Use

Normal

cash discount | Voucher

Account
CUSTDD2

Company accounts
usmf

Fiscal establishment I Date
11/,

Due date
1/31/20...

Consolidation 1D

<] [T
rCash discount date: 1/11/2014 3 Cash discount amount to take:
Cash discount amount: 40.00 Cash discount amount to take in USD:
e\scuunt amount in USD: 40.00 Full settlement cash discount:

In order to apply the cash discount, the user should choose Always or
Normal under the Use cash discount field.

In the following screenshot, the changed payment date, January 19, is visible and the
cash discount goes to the next cash discount code. It is 2 percent during 30 days.

S New X Delete | Editcustomerpayments Post~  Validete™  Financial dimensions™  Salestex  Period journal | Functions™ | Payment status=
lalance Total debit Total credit

urnal: 0.00| Journak: 0.00| Journak: 0.00 Generate payments

er voucher: 0.00| Pervoucher: 0.00| Pervoucher 0.00

Deposit slip

Dverview | General | Payment fee | Bank | Fixed assets | History | Payment | Postdated checks

[] Date

Journal descriptions

Estimated cash discount:

Transferred:

Delet: 1
Comp... Account Invoice Description Debit Credit U. Offset accountt.. G
T usmt custon [ | Bank Import payments I
Settle open transactions (1 - usmf) - Voucher: FTV-30000002, 1/1/2014, Status: NoneCustomer account
Selectall  Clearall  Functions™
Marked total: 1,040.00 |Markad total in USD: 1,040.00 | Customer balance: 060.00

-2

Estimated cash discount in USD: -20.00 | Payment proposal: []

Transferred in USD: 0.00

Overview | General | Payment | | Cash discount | Collections | Financial dimensions

Is marked ark  Full settlement  Use cash discount | Voucher Account  Company accounts  Fiscal establishment D Date Duedate  Consolidation ID
Normal FTV-30000.. CUSTD0Z usmf 11/ 1/31/20...
<] m
Cash discount date: 1/31/2014 _:] Cash discount amount to take:
Cash discount amount: 20.00 Cash discount amount to take in USD:
Discount amount in USD: 20.00 Full settlement cash discount:
T
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The Invoice and delivery fast tab

In this section, we will cover the Invoice and delivery and Sales tax field groups,
as shown in this screenshot:

4 Invoice and delivery

Inwvoice Sales tax

Invoice account: CUSTOO1 | v | Sales tax group: 5Pct |v

Invaice address: Invoice account v Tax exempt number: |v
Nurmber sequence group: |v i f

The Invoice field group

In the Invoice field group, the Invoice account field represents the account used
in the invoicing process. The default invoice account is the customer code, but
Microsoft Dynamics AX gives flexibility to point invoice posting to another
customer. Assume that the company sends goods to two different customers,
then the invoice will be issued to one particular customer out of the two.

The relation between the customer code and invoice account, where the customer
invoice could be linked to one customer code or multiple customer codes, is shown
in the following diagram:

Customer invoice account

| Customer code 01 }—_

| Customer code 02 l—

The Sales tax field group

The Sales tax field group represents the tax treatment that will be applied on the
customer, which includes the sales tax, prices including sales tax or excluding, and
tax exempt number if any. Each field can be explained as follows:

* Sales tax group: The Sales tax group section represents the assigned sales
tax group to a particular customer. This record will be a default value on all
transactions that will be inherited from the customer master data.

* Price include sales tax: The Price include sales tax field indicates whether
the invoice amount includes sales tax or excludes it.
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* Tax exempt number: The Tax exempt number field is used for reporting
and statistical extractions.

_ The Sales tax group could be set as default on the customer group
% level. Simply navigate to Accounts Receivable | Setup | Customer |
" Customer group. It can also be overridden by a user in the customer

form.

Exploring Accounts receivable controls

The Accounts receivable module's controls are an essential task to be discussed
during the analysis and design phases, in addition to being assessed on the
operation phase for enhancements. Microsoft Dynamics AX 2012 R3 addresses the
required basic business procedures for this module's controls. It is significant to the
business to control the execution of Accounts receivable processes, since it directly
affects company revenues. Therefore, it should be controlled and monitored. In the
following section, we will explore:

e Customer hold activities

* Customer credit limit management

Customer hold activities

In the daily business operations in Accounts receivable, the accounting manager
may need to stop transactions on a specific customer. The on-hold function for
customers in Microsoft Dynamics AX 2012 is located at the customer level. To access
this function, navigate to Accounts Receivable | Common | Customers | All
Customers, select a customer, and go to the Credit and collection fast tab.

As shown in the following screenshot, the on hold function has several options based
on customer transaction type, whether it is Invoice, All, Payment, Requisition,
Never, or No (No is the default value). These options are used to prevent the
customers from executing particular transactions or to stop the customers entirely.

4 Credit and collections

Inveicing and delivery on hold: u

Credit

Mandatery credit limit:

Credit rating:

Credit limit: Requisition
MNewver
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transactions:

BT
S

transaction

The customer on hold stats has the following options for customer

e No: This option means that the customer is allowed to execute all
transaction types

Invoice: This option means that the customer is prevented from
executing invoices transactions only
*  All: This means that the customer is prevented from executing any

e The other options Payment, Requisition, and Never are related to
— the Accounts payable module

If an end user tries to select a customer with an on-hold status, the system will

prevent the transaction from proceeding to the creation step. This is shown in

the following screenshot, where a user tried to create a sales order:

(Customer

One-time custormer: [

Customer account: |v |

Create salg

Mame:

Contact:

Address

Delivery name:

Delivery address: |

I General %
I- Shipping
I Administration %

Customer account that generated the order.

=i

Infolog (1) = =

Read the warning messages and take suitable
l"\ action.

4 Message (05:03:39 pm)
B Customer CUSTOD1 is stopped for Al

Customer CUSTO0 is stopped for All,

Edit || Clear || Close |

=

cel

Customer credit limit management

There is a common practice in some business domains where the sales are only on
a cash basis. The customer pays an amount of money up front, and this payment
creates a balance in the customer account. This account is allowed to receive only
those goods that are covered by this amount of money. Then the settle sales invoices
are calculated against advanced collections.

[182]




Chapter 5

Microsoft Dynamics AX manages the customer credit limit on the customer level,
and there are two ways that affect customer balance additions, partly where there is
an increase in the customer balance, which consists of a cash transaction (customer
advanced collection) and a non-cash transaction credit limit. The second way is a
transaction that deducts the customer balance. Here is a diagram that illustrates the
customer balance elements:

Customer balance

Sales order Payment
transaction
() (+)
Sales order
Customer
advanced
Packing slip payment
Sales invoice Credit limit
(Manual)
Free text invoice -

In order to activate and configure the credit limit, navigate to Accounts Receivable |
Setup | Accounts receivable parameters | Credit Rating. The following screenshot
denotes the credit rating options:

G | . T
Ener Set up options to base customer credit limits on
Updates
Credit ratii
Project r rating
Check credit limit on free text invoice:
Summary update
v upd Check credit limit on sales order:
Shipments Require identification with credit: Mo W
Ledger and sales tax Message when exceeding credit limit: F—"U' W
Settlement Credit limit type: Balance+All v
Direct debit
Credit card AIF
Check credit limit for sales orders: O
Collections
Message when exceeding credit limit:
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In the Credit rating section, identify whether the message to be displayed when the
credit limit is exceeded is just a warning message or an error message. The difference
in both of them is as follows:

* The warning message will not stop the transaction

* The error message will prevent the transaction from being executed

The Credit limit type field has four different options that represent the base of credit
limit calculation; the options are listed as follows:

* None: The credit limit check is not activated on the module level, and could
be overridden on the customer level
* Balance: The credit limit is checked against the customer balance

* Balance + packing slip or product receipt: The credit limit is checked against
the customer balance and the deliveries

e Customer balance + all: The credit limit is checked, considering the open
orders and delivered orders in it

On the customer master information, navigate to Accounts receivable | Common
| Customers | All customers | Credit and collections, as shown in the following
screenshot:

a4 Credit and collections

Inveicing and delivery on hold:

Credit

Mandatory credit limits

Credit rating: I:l

Credit limit:

0.00 |

The Credit field group has the activation checkbox and the Credit limit amount on
the customer level. These are explained as follows:

* Mandatory credit limit: If this is checked, the credit limit control will be
applied on the customer. Otherwise, it will not be applied.

* Credit limit: This specifies the credit limit amount, and the customer cannot
let this amount exceed. If the amount is zero, the customer should deposit
the amount through payment transactions.
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The sales order amount created during the sales order transaction by navigating to
Accounts Receivable | Common | Sales order | All sales orders is $1,000 for the
CUSTO003 customer ID. Then navigate to Manage | Check credit limit. Microsoft
Dynamics AX displays the Infolog window to indicate that the credit limit has been
exceeded. The credit limit could be an automatic action as well.

Sales order Sell Pick and pack Invoice Retail General Warehouse management Transportation management
(7 Credit card ™ g.'i Rebate = = == =3

<

Li{_;l Prices ﬁﬁ ﬁ‘ﬁ
[ Statistics Coupons
Customer Intercompany tracing Coupons
000763 : CUST003 - Mohamed Aamer pen order
|- Sales order header
Sales order lines
~4Addline ‘flAddlines EEAdd products =% Remove Sales order linev  [f Financials 8, Inventory~ | -
[] Sales cate... CW quan.. CWu.. OQuant.. Unit CW deliver... Adjusted unit... Site Warehouse  Unit price. Disco
1.00 ea 0.00000 1 11 1000.00¢
T Infolog (1)

I Line details

One or mere critical STOP errors have cccurred, Use the error messages below to guide you or call yeur administrator,

. Message (05:06:38 am)
@ Credit limit exceeded Open balance: 0.00 Current order: 1,000.00 New balance: 1,000.00 Credit limit: 0,00 Credit excess: 1,000.00

< m >

Credit limit exceeded
Open balance: 0.00
Current order: 1,000.00
MNew balance: 1,000.00
Credit limit: 0.00
Credit excess: 1,000.00

Now we can see the following information:

Open balance: 0.00: This shows the current customer balance from customer
advanced collections and open sales orders

Current order: 1,000.00: This is the current sales order amount
New balance: 1,000.00

Credit limit: 0.00: This is the non-cash credit limit that is assigned to the
customer

Credit excess: 1,000.00: This is the amount that exceeds the customer balance
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Credit limit equations
~ The following are the credit limit equations:
% *  Open balance = - customer advanced collection + open sales
A order amount
*  New balance = Open balance + current order
*  Credit excess = New balance - credit limit

Then post a prepayment transaction with $250, which affects the customer balance
by $250. Check the same sales order balance; it will give the upcoming results.

In order to post the prepayment transaction, navigate to Accounts receivable |
Journals | Payments | Payment journal. Create a new journal by pressing Ctrl + N.

Then go to the lines. Select the customer and enter 250 in the credit side, as shown in
this screenshot:

] Payment journal (1 - usmf) =88] %
J ] "~ Journals
e 7 - Oe
Customer unmerge
4 Price/discount
Price/discount agreement journals
Show [Qpen_v]  Show user-created oniy:
[Open_~| 0 + Pomens
Overview | General | Setup | Blocking | Financiel dimensiens | History | Payment journal
[] Name Journal batch number = Description Posted L e s
CustPay ?00496 i Custormer Payment [uriEney X
Journal voucher (1 - usmf) - Journal: CustPay, journal batch number: 00496, Posted: NoJournal type: Customer paymentlournal batch nu... | =9 -
m ¢ MNew K Delete | Edit customer payments  Post  Validste™  Financial dimensions™  Salestsx  Period journal  Functions™  |» O ®
Balance Total debit Total credit
Journal: 0.00 | Journal: Journal:
Per voucher: Per voucher: 250.00 | Pervoucher:
Overview | General | Payment fee | Bank | Fixed assets | History | Payment | Postdated checks
] Date Company accounts  Account  Invoice  Description Debit Credit Useadepositslip  Offset account type
/172014 usmf CUSTO03 250.00 O Bank

Then move to the Payment tab and select the Prepayment journal voucher

checkbox. The posting profile will be automatically updated to be the PRE posting
profile, as shown in the following screenshot:
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File - -}.}New ?(Delete Edit customer payments  Post™  Validate™  Financial dimensions™  Salestax  Period journal  Functions™ > (1] @

Balance Total debit Total credit
ournal: Journal: 250.00 | Journal: 250.00

Pervoucher:

Per voucher: 250.00 [ Pervoucher

Overview | General | Payment fee | Bank | Fixed assets | H\storylPaymentJ Postdated checks ‘

Payment Document

Method of payment: ‘ |v Document: |:|
Payment specification: [v Document date: =

Notification to the central bank

Payment ID: Centrol bank purpose cade: [ [v]
Mote: Purpose text:
Due Import date: =
Due date: ens |3 Document type:
Posting Name:
Eting profile: PRE _-
Settlement type: Open transactions ‘

Go to the sales order in order to check the credit limit by navigating to Accounts
Receivable | Common | Sales order | All sales orders, and then go to the Manage
ribbon and select the Check credit limit option, as shown in the following screenshot:

m Sales order Sell Manage Pick and pack Invoice Retail General Warehouse management Transpertation management

R i ﬁ Credit card ™ éﬁ Rebate

[@ Prices

Check = Coupons
credit imit 5] Statistics
Customer Intercompany tracing Coupons
000763 : CUST003 - Mohamed Aamer Open order

I Sales order header

Sales order lines
“HAddline Gl Addlines B Add products 7| Remove 7 Sales order line™ [ Financials™ g, Inventory=  |** -

[ CW quantity CW unit Quantity Unit CW deliver.. Adjusted u... Site Warehouse Unit price Discount  Disc..
1.00 ea 0.00000 1 il 1000.00

Infolog (1) - [a [T

One or more critical STOP errors have occurred, Use the error messages below to guide you or call your administrator,

Message (05:32:26 am)
it exceeded Open balance

50.00 Current order: 00 Mew balance: 73( imit: 0.00 Credit excess: 750.00

<] [ >

Credit limit exceeded
Open balance: -250.00
Current order: 1,000.00
MNew balance: 730.00
Credit limit: 0.00

< Credit excess: 750.00
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We can see the following results:
* Open balance: -250.00: This is the current customer balance from the
customer advanced collections and open sales orders

e Current order: 1,000.00: This is the current sales order amount

e New balance: 750.00

* Credit limit: 0.00: This is the non-cash credit limit that is assigned to the
customer

e Credit excess: 750.00: This is the amount that has exceeded the customer
balance

Assume that a credit limit of $150 has been added to a customer, the current balance
is $400, and the remaining is $600.

In case the credit limit is added to the customer master data, it will
e be recalculated automatically.

As shown in the following screenshot, navigate to Accounts Receivable | Common |
All customers | Customers. Then navigate to Customer | Balance from the ribbon.

| Customer I Sell Invoice Collect Projects Service Market Retail General

g . = Edit in grid ) — [{@ B, Bank accounts ‘E« " E: *3-%‘:4 l] E ‘ J
Ve 7 1 TH H .
K Delete 1= @ 4“5 | 3, summary update Y = .
Customer Edit Contacts ~ Transactions | Balance B Credit card Filters ~ Refresh Exportto Generate from Attachments  Forecast Send
- recit cards Microsoft Excel template ™ catalog
Mew Maintain Accounts = Transactiens | Balance Set up List Attachments Forecast | Catalegs
4 Favorites ~ || ¥ All customers (Unsaved filter) ~ Type to filter Mame - | >
b My favorites = [] Name Customer account  Telephone  Extension  Is merged
- - - -
4 Accounts receivable Mohamed Aamer CUSTO03
Area page o] Customer balance (1 - usmf) - Customer account: CUST003, New Record -0 -
4 Common
+ Costomars Opentransactions  Details  Aging periods L@
All customers Customer
v
Customers on hold Account number: Name: Currency:
& Home [ cusToos | [Mchamed Aamer | [usp |
Iﬁs.. Accounts payable Customer balance
Currency: Balance: Payments: Total:

IH‘“ Accounts receivable mn ‘ ,_ —250‘00‘ | o.oo‘ l_ ,zso.oo|

(ZZ| General ledger

= Customer/vendor balance

b-ﬂé Budgeting Currency: Balance: Payments: Total:

S [0 1] | wi] | |

=1 Cost accounting

%7 Ficed assets C Currencies

MR Cash and bank c [ Description Currency Balance currency Balance Payme.. Total

@!ﬂ “ nk management c Balance in currency uso -250.00 : -250‘00; -250.00

é(g—‘] Travel and expense b Accounting currency balance -250.00 -250.00

S Ordered 1.000.00
) oR 7 c o

2w EaER? Credit limit 150,00

| Credit remaining -600.00
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While checking the sales order credit limit, we get the Infolog window, like this:

k.

Sell Manage Pick and pack Invoice Retail General Warehouse management Transportation management
== (= Credit card* &i Rebate E:h = =3 _::3‘»
@) Prices BE )
Check =, Coupons
credit limit 5 Statistics
Customer Intercempany tracing Coupons
000763 : CUSTO03 - Mohamed Aamer Open order
I- Sales order header
Sales order lines
4 Addline  ‘glAddlines B Add products % Remove  Sales order line¥ [ Financials™ g, Inventory~ |» -
[[] €W quantity CW unit Quantity Unit CW deliver.. Adjusted u.. Site Warehouse . Unit price. Discount  Disc..
100 ea 0.00000 1 1 1000.00 £
1§ Infolog (1) - [o =

\.I One or more critical STOP errers have cccurred, Use the error messages below to guide you or call your administrator,

4 Message (05:46:54 am)

<

@ Credit limit exceeded Open balance: -250.00 Current order: 1,000.00 New balance: 750.00 Credit limit: 150.00 Credit excess: 600.0

Credit limit exceeded
Open balance: -250.00
Current order: 1,000.00
New balance: 750.00
Credit limit: 150.00

< Credit excess: 600.00

I Line details

We can see the following results:

* Open balance: -250: This is the current customer balance from the customer
advanced collections and open sales orders

e Current order: 1,000.00: This is the current sales order amount

* New balance: 750.00

* Credit limit: 150.00: This is the non-cash credit limit that is assigned

to the customer

e Credit excess: 600.00: This is the amount that has exceeded the

customer balance
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Assume that there is another sales order of $1,000 created, and then check the sales
order credit limit, as shown in the following screenshot:

“ Sales order Sell Manage Pick and pack Invoice Retail General Warehouse management Transportation management
B3 ﬁ Credit card ™ gi Rebate 'fh =3 =3 _’-72.&
@) Prices L L)
Check —= . Coupons
credit limit 4] Statistics
Custemer Intercompany tracing Coupons
000764 : CUST003 - Mohamed Aamer pen order

|- Sales order header
Sales order lines
=#Addline i Add lines ﬁAdd products =% Remove ;» Sales order line™ @ Financials» g Inventory™ |* -

[] CW deliver ... Adjusted unit... Site Warehouse Unit price Discount  Discount percent Net amount  Adjusted n
0.00000 1 1 1,000.00 | 1,000.00

1§ Infolog (1) == -

. One or more critical STOP errors have occurred. Use the error messages below to guide you or call your administrator.

4 Message (06:03:55 am)
E @ Credit limit exceeded Open balance: 750.00 Current order: 1,000.00 New balance: 1,750.00 Credit limit: 130.00 Credit excess: 1,600.00

Credit limit exceeded -~
Open balance: 730,00

Current order: 1,000.00

Mew balance: 1,750.00

Credit limit: 150.00

< Credit excess: 1,600.00

I Line details

We can see the following results:
* Open balance: 750.00: This is the current customer balance from the
customer advanced collections and open sales orders
¢ Current order: 1,000.00: This is the current sales order amount
* New balance: 1750.00

* Credit limit: 150.00: This is the non-cash credit limit that is assigned
to the customer

e Credit excess: 1600.00: This is the amount that has exceeded the customer
balance posting profile
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Posting represents the integration point between the general ledger and subledger,
and it automatically generates the financial entries according to the posting profile's
setup. The Accounts receivable posting profiles are assigned on the module
parameters. Navigate to Accounts Receivable | Setup | Accounts receivable
parameters | Ledger and sales tax. Then perform the following steps:

1. Inthe General fast tab, select a Posting profile value for the general
Accounts receivable transactions. In other words, this represents the
Accounts receivable ledger account.

2. In the Prepayment journal voucher field group, select a Posting profile
with prepayment journal voucher value. In other words, this represents
the advances from the customer ledger account.

The Accounts Receivable module posting profile are assigned in the accounts
receivable parameters, as shown in the following screenshot:

E | . .
Enere Set up tax options for posting
Updates
Project General
Posting
Summary update .

B Primary consumpticn transaction: [item] v Enable date of VAT register changing: []
Shipments Primary discount posting: ltem v Primary sales posting: ltem v
® Ledger and sales tax Default dimension hierarchy: tem, Customer, Catalog v |F't:5tmg profile: GEM ‘v

Settlement Free text invoice
Direct debit Mandatory item tax groups: 0
Credit card 4 Payment
Payment
Collections
Number of characters for Giro account: [ 9
Credit rating
Prepayment journal voucher
b
flees Sales tax on prepayment journal voucher: O |PC:tmg profile with prepayment journal voucher: | PRE ‘v I
AlF

Exploring Accounts receivable
transactions

The following section will explore the types of transactions of the Accounts
receivable module. The transactions are divided into the following main categories:

* Invoicing: The invoicing is divided into sales order-related and free text
invoices. The Sales Order Invoice represents the invoices that are normally
attached to a sales order (or sales orders). The sales order invoice could be
the final invoice of the sales order. In that case, it is issued after delivering the
goods. The free text invoice correction function is a newly introduced feature
in Microsoft Dynamics AX 2012.
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Payment: The second category is payment. This category consist of two
types. The first type is prepayment transactions, which are considered as
customer advances from clients of which could be assigned to sales order.
The second type is customer payment, which is settled against customer

invoice.

The following diagram will make things clearer:

Microsoft Dynamics AX 2012 R3 — Account receivable transactions

Free text invoice
Sales order
invoice

Free text invoice correction

Sales order invoice

The sales order invoice document represents revenue recognition. This document is
posted from the sales order form. It could be related to one sales order or multiple

sales orders.

In order to post a sales order invoice from the sales order form, navigate to Accounts
Receivable | Common | Sales order | All sales orders. After choosing a particular
sales order, go to the Invoice ribbon and then navigate to General | Invoice. The

following screenshot illustrates the sales order invoice menu:

Sales order Sell Manage Pick and pack | Invoice I Retail General

p\l Payment schedule ,;—:"_\ @
Ay Cash flow forecasts . i
Invoice |Pro forma Open
invoice transactions
Generate Bill Settle Journals

000761 : CUSTO01 - Mohamed Aamer

|- Sales order header

Sales order lines
=4 Add line _ﬂhdd lines qud products =¥ Remove 47 Sales order line™

[] Type Variantnumber ltem number  Product name  Sales category CW quantity
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On the customer invoice form, the sales order and packing are retrieved
automatically. Click on OK to generate the invoice transaction. Here is a screenshot
showing the customer invoice form:

O e

Parameters | Other Select packing slip

Parameter Print options Arrange

Quantity: |Packing slip Print: Current v Totals

Posting: ) Print invoice: O

Select (d)
Late selection: (] Use print management destination: ||

Reduce quantity: O Print COD: O
Print shipping labels: O Payment schedule

Sales tax

Compliance documents
Print charges: i i
Prevent sales pack slip/invoice posting: [ E Show details v TR '

Print product safety data sheet: ]

Overview | Setup | Lines | Line details | Packing slip | Sales orders

-*- New K Delete

O Packing s... Update Custome... Sales order Mame Curren...
./ SPK-0019... Invoice 000761 Mohamed Aamer usD

[ ok | [ cane | [ Bachid |

4 o > Pl || ] | Window handle. | [A(1030) | USD | USR Model | usr | usmf | initial | Admin | MicrosoftDynamicsAX
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The preceding screenshot depicts the relation between the customer invoice, packing
slip, and sales order. The sales order has more than one packing slip, and the invoice
may cover one sales order with more than one packing slip. In some business cases,
the customer invoices cover packing slips occurring on more than one sales order.
The following diagram illustrates the relation between the sales order, packing slip,
and invoice:

Sales order, Packing Slip, and Invoice Relations
Sales Order Packing Slip Invoices
PK 0001
SO 00001 — PK 0002 ———— INV 0001
PK 0003
PK 0004
PK 0005 — INV_0005
SO 00002 <— PK 0006
PK 0007
PK 0008 — INV_0008

This business scenario shows which invoice covers more than the packing slip and
sales order. This can be managed on Microsoft Dynamics AX 2012 R3 by navigating
to Accounts receivable | Periodic | Sales update | Invoice.
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This opens the filtration query, as shown in the following screenshot. The user can
retrieve information based on values on the query (this could be a packing slip,
customer ID, and so on). Assume that a company invoices its customers on a weekly
basis for delivered goods, and this requires identifying the delivered packing slips
within the specific period to be invoiced.

EH Posting invoice (1 - usmf) = | =] =
oo
Parameters | Other Select packing slip

Parameter Print options Arrange
Cuantity: ‘Packmg slip w| Print: Current v
Posting: Print invoice: O
Select (d)
Late selection: ] Use print management destination: i =
Reduce quantity: O Print COD:
layment schedule
[=-] Sales update (1 - usmf) o 2
Printer setup 3
Selct quey: TN o] [ wediy.. ]
4 Tables
i..[[] Sales orders
i.[F] Order lines
i..[T] Customer - packing slip lines
“..[T] Inventory dimensions
Range |Sorting
[] Table Derived table Field Criteria ~ Add
Sales orders Sales orders Sales order
R
Sales orders Sales orders Customer account CuUsTOM
Sales orders Sales orders Pool
Sales orders Sales orders Status Open order .. Delivered
Order lines Order lines Stopped No
Order lines Order lines Ship date o
<] [ [ >

[ Reset | [ o

| | Cancel |

OK

Lancsﬂ | Batch (2] ‘

4 <

: e |7

| Select the query to be edit.. | L1036} | USD | USR Madel | usr | usmf | initial | Admin | MicrosoftDynamicsAX
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As shown in the next screenshot, there are two lines that have been retrieved
according to the entered query —two sales orders with two different packing slips.
The following posting invoice form represents two different invoices for each line.

Parameters | Other

[z Posting invoice (1 - usmf) -8 -
0 e
Select packing slip

Parameter

Cuantity: |Packmg clip
Posting:

Late selection: O

Reduce quantity: (]

Compliance documents
Prevent sales pack slip/invoice posting: [

Print product safety data sheet: (]

Print options

Print:

Print invoice:

Use print management destination:
Print COD:

Print shipping labels:

Print charges:

|

Arrange

Current v

O

Show details v

Overview | Setup | Lines | Line details | Packing slip | Sales orders

!

Printer setup 3

4,;.}- New x Delete

] Packing slip Update Custome...  Sales order
+ SPK-001978  Invoice 000759
~ SPK-001977 Invoice 000761

Name Curren...
Mohamed Aamer usp
Mohamed Aamer usp

oK

Cancel | | Batch (2) |

4 4 i

| | | |£|‘ E\‘ ‘ Click Select to define a que... | _J.['IU«IIU} | U5D| USR Mudel| usr| usmf‘ initial | Admin | MicrosoftDynamicsAX

In order to consolidate the multiple invoices in one invoice document, go to Arrange.
The following screenshot illustrates the consolidate option:
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Posting invoice (1 - usmf)

(==

O @

Parameters | Other

Select packing slip

Parameter
Quantity:
Posting:

Late selection:

Reduce quantity:

‘Compliance documents

Print product safety data shest:

Print options

Current v

O

Use print management destination:

|Packing slip w| Print:

Print invoice:
O

O Print COD:

Prevent sales pack slip/invoice posting: []

O

Print shipping labels:

Print charges:

Show details v

Overview | Setup | Lines I Line details I Packing slip | Sales orders

2
Totals
Select (d)
Sales tax

Payment schedule

5
s
-
m

Printer setup »

{:.E- New x Delete

_ Update
| Invaice

Custome...  Sales order Narne

000759 Mohamed Aamer

Curren...
usD

[ o ]|

Cancel | | Batch (2) |

4 «

> pl | |ﬂ| [ | Identification of the packin... | LA(1040) | USD | USR Model | usr | usmf | initial | Admin | MicrosoftDynamicsAX

In order to activate the Arrange function, the Summary update should be identified
by navigating to Accounts receivable | Setup | Accounts receivable parameters

| Summary update. The Default value for summary update field can have None,
Invoice account, Order, or Automatic summary values, as shown in this screenshot:

o

General
Updates
Project
® Summary update
Shipments

Ledger and sales tax

Set up information for summary updates and split delivery documents

Summary update

Default values for surmmary update: | Invoice account

v

Order error tolerance: MNone

Order

Automatic summary
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Alternatively, you can go to the Other tab on the posting invoice form, select
Summary update for, and select one option among None, Invoice account, Order,
and Automatic summary.

The generated sales order invoice mainly consists of the following entries: reversal of
packing slip entry, cost of goods sold entry, and revenue entry. The financial entry of
the packing slip is as follows:

* Dr. Accounts Receivable - not invoiced

e (Cr. Customer accrued account
The next two entries represent the customer revenue, and they are as follows:

e Dr. Customer accrued account
e Cr. Accounts Receivable - not invoiced

e Dr. Customer balance

e (Cr. Sales revenue
* Dr. Cost of goods sold (COGS)

* Cr. Inventory

To access the inventory posting profile navigate to Inventory
s management | Setup | Posting. Then go to the Sales order tab.

Free text invoice

The free text invoice represents the service invoices that are issued to the customer
and are not related to inventory items or sales orders. The free text invoice is not
attached to a sales order. It consists of a header and lines for the ledger main account.
The free text invoice document could be used for services such as training fees.

In order to access the free text invoice navigate to Accounts receivable | Common |
Free text invoice | All free text invoices, as shown in this screenshot:

Common

Customers
Customer invoices
4 Freetext invoices
Free text invoices assigned to me

Free text invoices assigned to my gqueues
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As shown in the following screenshot, in the free text invoice form, we will select a
customer account. In the invoice lines, we will select the offset main account, sales
tax, and amount. The line view is the default view. To switch to the header view,
click on Header view in the ribbon. The header view shows information regarding
the customer such as terms of payment, method of payment, and posting profile.

Invoice

/?(DE\ete == Eif = 22 Distribute amounts 2‘ a@ o Sales tax A e Invoice journal 0y

& View distributions 5 e a3 ity &, Cash flow o
Edit Freetext Payment | Hesder | Line | Post | .. . = Totals Charges Settleopen Print Attachments
inveice  journal view | view & Subledger journa - transactions & management

Maintain New Show Post Accounting Details Related information Print manage... | Attachments
CUST003 - Mohamed Aamer
a Free text invoice header

Customer Invoice

Customer account: | CUST003 B Date: ARTE R |

Name: Mohamed Asmer | mvoice: |

Invoice account: | CUSTO03 |v‘ Currency: | UsSD |v‘

Name: Mohamed Aamer

One-time customen:

Address: EGY

Invoice lines

4 Add line {Remove 2 Distribute amounts
[] Description Main account  Salestax group  ltem salestax group  Quantity  Unit price  Amount
Free Test Invoice 112000 5Pct AUNI 100 1,000.00  1,000.00

[ Line details

Free text correction

The free text invoice correction is a new functionality introduced in Microsoft
Dynamics AX 2012. It represents a business process used to correct posted free text
invoices, assuming that after issuing a training service invoice, the customer has
realized that there is an error in the issued invoice and it needs to be corrected.
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As shown in the following screenshot, to access the free text invoice correction,
navigate to Account Receivable | Common | Free text invoices | All free text
invoices | Correct invoice. In the Correct Invoice ribbon, select the Reason code
value and enter a value in the Canceling invoice date field:

Invaice

FTI-000004  CUSTOD3 CUSTOD3

Navlgation pane |Favorltes | v

Mohamed Aamer

=D # = Editin gri ik # View distributions ales tax 2 == i nvoice journal 7| View™
£ Edit in grid View distrib Sal ¥ = = I j | | B Vi
x [ Subledger journal 5 ek ) = ts g, Cash flow 4 Send ™
Freetext Payment otals Charges Correct . e
foten e - e Cl |77, Print
Mew Maintain Post Accounting Details
- Create corrected invoice
¥ All free text invoices (Unsaved filter) -
Reason code: ERROR [v
Comments: Correction of data entry error
[] Invoice *  Customeraccount  Invoice account  Name Date Currency  Correcti v ‘

/17207 USD Canceling invoice date:| 1/1/2014 |

Create cormrected invoice

As shown in the next screenshot, the free text invoice correction form will pop up.
There is an indication that this invoice form is for correction (You are correcting a
free text invoice). Edit the amount and post the entry.

Invoice

/ 7 Delete =T [E!T’ = dl;E:'

Edit Freetext Payment | Header Post
invoice  journal view

Maintain New Show Post

&g, Invoice journal
&g, Cash flow

22 Distribute amounts ) Eij;‘ 13 Sales tax ,;:

£ View distributions G = [E 1
Totals Charges Settle open

[ subledger journal 7 transactions 8

Accounting Details Related information

|L You are correcting a free text invoice. I

CUSTO003 - Mohamed Aamer

I Free text invoice header
Invoice lines
+ Add line

-+ Remove _33 Distribute amounts

[] Description
Free Test Invoice

Main account
112000

Sales tax group
5Pct

Amount
850.00

Item sales tax group

AUNVI

Quantity  Unit price

0] FEN

In order to post the free text invoice correction, go to the ribbon and click on Post.
Behind the scenes, Microsoft Dynamics AX posts both the canceled transaction and
the corrected transaction. The following screenshot shows the Infolog window with

the posted transactions:
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fiT ] Infolog (1)

jr) The following messages are just for your information and do not require you to take any action.

==

.4 Posting
- %) Invoice account: CUSTO03

lii) The canceling inveice FTC-000001 has been posted. This inveice was automatically generated and posted by the system.

| Clear | | Close |

In the next screenshot, we can see the free text invoice. Navigate to Accounts
Receivable | Common | Free text invoices | All free text invoices.

A Editin grid CC;:- & View distributions

2:_‘ gi fSalestax ;

‘Navlgatlon pane ‘ Favorites ‘ v

o ﬁSubledgerjoumal
Freetext Payment Totals Charges .
invoice  journal ks
MNew Maintain Post Accounting Details Cancel
¥ All free text invoices (Unsaved filter) - Type
[] Invoice ~  Customeraccount Invoice account  Mame Date Currency  Correction  Recurrence |0}
FTI-000005  CUSTOO03 CUSTO03 Maoharmed Aamer 1/1/2077] USD Corrected
FTI-000004  CUSTO03 CUSTO03 Mohamed Aamer 1/1/2014  USD
FTC-000001  CUSTOD3 CUSTO03 Moharmed Aamer 1/1/2014  USD Canceling
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This screenshot shows the following transactions:

* Original: This represents the original transaction
* Canceling: This represents the reversal of the original transaction

* Corrected: This represents the corrected invoice after editing the amount

Customer settlement

Settlement is an accounting transaction that occurs on Accounts payable, Accounts
receivable, and the general ledger. This transaction is mainly used to settle customer
invoices against customer payments or advanced payments. As shown in the
following diagram, if the invoice has different posting profile than the payment,

the settlement will generate a transaction:

Invoice Payment
Open transaction Open transaction
Settlement

Closed transaction

It is necessary to classify the posting profiles of the customer in the opening balance,
as it will affect the settlement process.

The settlement transaction affects customer balances, and it is reported in the
customer statement report, which identifies the following:

* Customer

* The open (unsettled) invoice and collections

* The closed (settled) invoice and collections

* Customer balance
A settlement transaction could occur during a payment or collection transaction
if the accountant marks the invoice that will be paid or collected. On other hand,

the settlement could be performed on the vendor or customer level, and these
transactions could be unsettled.
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The settlement transaction should take into consideration the currency because it
could be performed in the company's home currency by an equivalent amount that
is calculated based on the currency exchange rate, or it could be settled in the same
currency as that of the invoice by identifying the currency in the payment process.

Customer settlement mechanism -
Dynamics AX

In Microsoft Dynamics AX, customer settlement is a transaction used to settle
customer advanced collections or collections against customer invoices, and this
function is done on a monthly basis.

Customer settlement has the following effects:

* The first effect is at the customer level. It closes the customer transaction.
* The second effect is on the financial entry, which occurs in case the posting
profiles of the advanced collection and invoice are different.

Next, I will illustrate the mechanism of the customer advanced collection, invoices,
and customer settlement financial entries as follows:

* The customer advanced collection posting profile is Prepayments, and the
financial entry will be as follows:
°  Dr. Banks: 1200 EGP
°  Cr. Customer deposits: 1200 EGP

o

Open transactions: 1200 EGP Advanced collection

* The customer invoice posting profile is General, and the financial entry is this:
°  Dr. Receivables: 1000 EGP
°  Cr. Sales revenue: 1000 EGP
°  Open transactions: 1200 EGP Advanced collection, and 1000 EGP
sales invoice

* The customer settlement's entry is as follows:

°  Dr. Customer deposits: 1000 EGP
°  Cr. Receivables: 1000 EGP

o

Open transactions: 200 EGP Advanced collection

°  (losed transactions: 1000 EGP advanced collection, and 1000 EGP
sales invoice
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In case the posting profiles of advanced payment and invoicing are different, a
settlement financial entry will be created.

Summary

This chapter covered the Accounts receivable module in Microsoft Dynamics AX
2012 R3 and its integration with other modules. We then explored the customer
master data, the controls for customer credit limits, and the on-hold function. We
looked at the Accounts receivable transactions customer invoice, free text invoice,
and its processing and settlement mechanism.

In the next chapter, we will discuss fixed assets master data and transactions.
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The fixed assets module represents the tangible assets, intangible assets, and
equipments. This module manages and controls the execution of fixed assets
transactions. These transactions are based on fixed assets journals, or through
other modules such as Procurement and sourcing, and Accounts receivable.
This chapter will cover the following topics:

* Understanding fixed assets integration with other modules
* Exploring fixed assets master data characteristics

* Exploring fixed assets transactions

Understanding fixed assets integration
with other modules

The fixed assets module manages and controls fixed assets transactions that records
fixed assets master information and the basic transactions related to fixed assets
acquisition, depreciation, and disposal. The fixed assets function is integrated

with other business functions. The first integration point is with the Procurement
and sourcing business functions that executes assets acquisition through normal
procurement and purchase order processing, then the reception, and finally, the
invoice. The second integration is with Accounts receivable that executes fixed assets
disposal sales. There is a transaction document that moves an inventory item to be a
fixed asset.



Exploring Fixed Assets

The integration of fixed assets document integration is as shown in the
following diagram:

Fixed assets document integration

Service invoice Lixedlasscts Procurement and sourcing
Manually created Manually created
2 2
DISEEE] Depreciation
sales

Inventory and
warehouse -
management

Manually created

Each transaction is represented in a document type in Microsoft Dynamics AX with
the document that contains the details of the transaction. The transaction data, whether
inherited from the master data, entered manually, and/or automatically inherited from
another transaction, is linked with a specific reference. The integration between fixed
assets and other transaction documents gives visibility for tracing what are the original
documents that are related to the asset transactions and who posted it.

There is a list of fixed assets transactions besides the basic transactions of acquisition,
depreciation, and disposal sale or scrap. The following screenshot shows fixed assets
transactions in Microsoft Dynamics AX 2012 R3. This can be accessed from the fixed
assets posting profile under Fixed assets | Setup | Fixed assets posting profiles.

® Acquisition

() Acquisition adjustment
) Depreciation

(O Depreciation adjustment

) Revaluation

) Write up adjustrent

) Write down adjustment

) Disposal - sale

) Disposal - scrap

) Provision for reserve

) Transfer from reserve

() Extracrdinary depreciation

) Derogatory increase

) Derogatory decrease

(O Special depreciation allowance
) Pre-Acquisition

) Non-cost depreciation

() Opening balance depreciation

() Revaluation of accumulated depreciation
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Exploring fixed assets master data
characteristics

The fixed assets master data records have essential information that directly affects
the asset transactions. The following section will cover the basic information that
should be considered when creating a new fixed asset record. The following diagram
shows the basic characteristics of fixed assets. There are more generic and higher
levels of assets master data, depreciation profile, value model, and the asset group
that represents the logical grouping of assets. The fixed asset record is the lowest
level that represents the asset itself.

Microsoft Dynamics AX 2012 R3 — fixed assets master data

U

Depreciation periods

%

| Fixed asset

The depreciation profile

The depreciation profiles in Microsoft Dynamics AX 2012 R3 represent the rules

that manage the depreciation principles that will be applied on the fixed assets. For
example, the straight line depreciation method or the reducing balance depreciation
method. The depreciation profile rules contain the depreciation method, depreciation
year, and period frequency. In order to access the depreciation profile, go to Fixed
assets | Setup | Depreciation | Depreciation profiles.
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The depreciation method

The depreciation method represents the method that can be applied for depreciation
calculation. The following screenshot shows the supported depreciation methods in
Microsoft Dynamics AX 2012 R3:

Fhen X pdee
Depreciation profile  +  MName De - -

preciation profile: | SL_SERVICE
150 =i

150% reducing balance

200% 200% reducing balance Mame: | Straight line service life

CONSUMP Consumption 4 General

REDUCING Reducing Balance 30% Depreciation

SL_REMAIN Straight line live remain... Method: i Straight line service life v
SL_SERVICE Straight line service life

Depreciation year 3
) Reducing balance
Period frequency: Manual
Factor

Consumption
Straight line life remaining
200% reducing balance
175% reducing balance

150% reducing balance

125% reducing balance

The depreciation method is an accounting principle that identifies the calculation
method of distributing the cost of the fixed assets over the service line of the asset.
The depreciation method is normally decided based on business requirements that
might be built on law. It is important to understand the business requirements
during the analysis and design phases. This requires a close cooperation between
the implementation team and financial controller to ensure the proper design
deployment and operation of fixed assets. The most common depreciation method
is the straight line service life. Consider the following example.

Let's assume that a company acquired a car as a fixed asset at 20,000 USD and the
service life for this car is 5 years. The depreciation calculation will be as follows.

Depreciation months are 60, that is, 5 years multiplied by 12 months.

The depreciation for each month will be equal to allocation, that is, 20,000 USD
divided by 60 months, which is equal to 333.333 USD per month.
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The form contains two types of fields based on the selected depreciation method.
The first type is constant fields, which are shared with all the methods, and the
second type is dynamic fields, which are activated based on the depreciation
method selection.

Constant fields

Constant fields refer to depreciation year and period frequency. These fields are
interrelated, which means that the values in period frequency are based on the
depreciation year. The depreciation year represents the basis of calculation of
depreciation whether calendar or fiscal.

The period frequency represents the ledger accruals during the calendar year,
as follows:

* In case the selected depreciation year is a calendar year, Microsoft Dynamics
AX 2012 R3 considers the calendar year starting from January. The available
values are yearly, monthly, quarterly, and half-yearly.

* In case the selected depreciation year is year, Microsoft Dynamics AX 2012
R3 considers the fiscal year setup that might start at July. The available
values are yearly and fiscal period.

Dynamic fields

Dynamic fields are activated based on the selection of the depreciation method:

* Percentage: It represents the percentage of depreciation calculation

* Full Depreciation: It represents that the fixed asset will be fully depreciated
when the remaining service life reaches zero

* Factor: It represents the percentage value of origin that constitutes
the depreciation

* Interval: It represents the interval to run the depreciation. This field will be
active if the selected depreciation method is factored.
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The value model

The value models represent the financial value of the fixed asset that belongs to the
value model, and it can be the integration point between fixed assets and the general
ledger in the posting profile. In order to access the value model, go to Fixed assets |
Setup | Value models. The following screenshot shows the value model form:

“ SFNew € Delete Fixed asset groups
:___\.I’alue m... “ Description Value model: | SLSL

raight line service life |

Description: | Straight line service life

a4 General
Depreciation
Depreciation:
Depreciation profile: SL_SERVICE v

Alternative depreciation profile: v

Extraordinary depreciation profile: v

Round off depreciation: 0.00

Leave net book value at: 0.00

Create depreciation adjustments with basis adjustrments:

Setup

Posting layer:
Allow net book value higher than acquisition costs: ]

Allow negative net book value: [

Calendar: Fiscal |v

The depreciation profile is attached to the value model, and it identifies whether the
assets that belong to this value model will be depreciated or not. The depreciation
can be overridden on a fixed asset level.

The value model identifies the control point on the assets belonging to a value model
and checks whether to allow the net book value to go higher than the acquisition
cost. Assume that there is a fixed asset with an acquisition price of 1250 USD and the
depreciation amount is 187 USD. In case the user is going to reverse a depreciation
transaction and modify the amount to be 300 USD, the system will throw an info log
message indicating that the net book value will be higher than the acquisition cost,
as shown in the following screenshot:
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N

Infolog (1)

Read the warning messages and take suitable action.

==

| Poslmg results for journal batch number 00494
Q_\ This transaction would lead to a net book value higher than acquisition cests. This is not allowed for assetCOMP-000008, value medel SLSL.

This transaction would lead to a net book value higher than acquisition costs. This is not allowed for assetCOMP-000008, value model SLSL.

| Edit || Clear H Close |

The second control point on the value model denotes whether to allow a negative net
book value for assets that belong to this value model. Assume that there is a fixed
asset with an acquisition price of 1250 USD and the depreciation amount is 187 USD.
In case the user is going to post a depreciation transaction and modify the amount to
be 1251 USD, the system will throw an info log message to indicate that the net book
value will be in negative, as shown in the following screenshot. In case we allow a
negative net book value, the net book value will be equal to -1251.

T

Infolog (1)

Read the warning messages and take suitable action.

==

u Postmg results for journal batch number 00494
Posted net value of fixed asset COMP-000008, value model SLSL, will be negative.

Posted net value of fixed asset COMP-000008, value model SLSL, will be negative.

| Edit

| | Clear | | Close
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Fixed asset groups

The fixed asset group has three purposes. The first is a logical grouping of fixed
assets that is mainly used for reporting and analysis. The second purpose is
considered as another integration point between the general ledger and the fixed
asset module. The third purpose identifies the asset service life and depreciation
periods. In order to access fixed asset groups, go to Fixed assets | Setup | Fixed
asset groups. The following screenshot shows the fixed asset group form:

EMNew X Delete Value medels  Depreciation books

Name Fixed asset group: | COMP

Computers

Mame: Computers

Current:

Operations:

Tax:

a4 General

Type Property
Type: Tangible v Property type: Fixed asset W
Major type: comMp |v Location: v ‘
Number sequence code Gl layer 1D:
Autenumber fixed assets: Valuation factors
Number sequence code: Replacement cost factor: 0.00
Autonumber bar codes: O Insured value factor: 0.00

Bar code number sequence: ‘v
Capitalization
Capitalization thresheld: 1,000.00

On the fixed asset groups form, identify the asset type and major type, in addition

to identifying the auto-numbering of fixed assets, and attach the number sequence
that will be used. The capitalization threshold represents the minimum amount of
acquisition cost that will be depreciated. In case a fixed asset acquired has an amount
less than the capitalization threshold, it will not be depreciated.

In order to identify the depreciation period and services life, on the Fixed asset
group form, click on Value models. The Fixed asset group/value model form will
open; here you have to enter the depreciation period in months and services life in
years, as shown in the following screenshot:
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{;} Mew 2% Delete [Value models]  Depreciation books

Fixe.. + MName Fixed asset group: | COMP
COMP Computers
Mame: Computers |
Fixed asset group/value model (1 - usmf) - Fixed asset group|

Hen K oue
Overview | General

[] walue model Posting layer Depreciation profile Deprecia... [ Depreciation periods Service life
SLSL Current 60 5.00

Fixed assets

Fixed assets can be equipments, cars, and/or buildings. They represent the lowest
level of assets master data, which contains the fixed asset record, the unique ID,
description, grouping, and specific characteristics for fixed assets. In order to create
a fixed asset record, there are two ways. You can either create a record manually or
automatically through purchase order posting. The method of creation differentiates
the acquisition document. The following diagram shows the creation methods and
acquisition documents:

Microsoft Dynamics AX 2012 R3 — assets creation and acquisition

' Y Creation method Y E
E Manually Automatically E
! created created !
1 1
! I _____________________ 1 _______ I
Acquisition Purchase
journal order

Acquisition document
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In order to create a new record of fixed assets, go to Fixed assets | Common | Fixed
assets | Fixed assets, as shown in the following screenshot:

Press Ctrl + N to create a new record. Here, the Fixed asset group and Number fields

a Fixed assets !

Fixed assets not acquired
Fixed assets acquired

Fixed assets sold or scrapped

are the mandatory fields. When the user selects the Fixed asset group value, the
number is automatically created. Enter the Name and Search name of fixed assets
under Description, as shown in the following screenshot:

Fixed asset

Change fixed asset 3 1 A 'l ] £
/ |24 Change fixed asset group _é! E@ m j?'l _lw: {Jgﬁl
7< Delete = == i = =
Edit Fixed Copyfixed = Value Depreciation | Lend Transfer  Review transfer
asset asset models books fixed assets history
Maintain Mew Books Lend Transfers
New Record
a General
Identification N Quantity
Fixed asset group: | COMP | v Cuantity: 1.00
Number: COMP-000009 | Unit of measure: |v
o Unit cost: 0.00 |
Description
MNarme: Server | Entry type
Search name: Server Asset activity code: | v
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Under Value models, there are two types of data. The first type of data is populated
automatically, which represents the value model assigned to the fixed asset group.
These fields contains depreciation, service life, and depreciation periods. This is
shown in the following screenshot:

Fixed asset
8] Change fixed asset group E & it | F Tzﬁ {“—g 0y
=2 =B = pd =
/ 7€ Delete == J == -5 == d J
Edit Fixed Copy fixed Transfer  Reviewtransfer Fixedasset Al Attachments
asset  asset fixed assets history additions | projects
Maintain New Transfers Fixed asset.. Projects Attachments
Value models (1 - usmf) - Fixed asset number: COMP-000009, SLSL, Fixed asset number: COMP-000009
YNew P Delete | Transactions Inquiy™ Functions® Forecasting™ lnventory~
Overview  General | Depreciation | P | Financial dimensions |
[] Value mo... Status Posting ... Deprecia... Depreciation p... Depreciation run... Date when depreciation was... Service... Depreciation pe... Depreciation periods re...
sLsL Not yet acquired; Current SL_SERVICE 1172014 500 60 60.00

The second type of field can be identified manually. For this, navigate to the General
tab to identify acquisition date and price. This is shown in the following screenshot:

Fixed asset
/ |[B4 Change fixed asset group

?( Delete
Edit

B N W% §

i

Fixed Copy fixed Depreciation | Lend Transfer  Review transfer | Fixed asset All
asset asset books fixed assets history additions | projects
Maintain MNew Books Lend Transfers Fixed asset... Projects

7]

3 New X Delete

|0verview| General ‘Depr iati

Value models (1 - usmf) - Fixed asset number: COMP-000009, SLSL

Transactions  Inquiry™  Functions¥  Forecasting™  Inventory ™

|F‘ur h

{Sale | Fi ial di i |

Value model
Value model:
Posting layer:

Round off depreciation:

Check net book value

Allow negative net book value:

Balance
Status:

Posting profile:

Current

Allow net book value higher than acquisition costs: [

O

0.00

Acquisition

Acquisition date: 1/1/2014 =

2,500.00

Acquisition price:

Acquisition method:

]

Issue

Disposal date:

it

=

Sales value:

Replacernent date:

Not yet acquired

Revaluation

ALL

[v

Revaluation group: |I|
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Exploring fixed assets transactions

In this section, we will explore fixed assets transactions starting from acquisition
transactions by acquisition journal, acquisition through purchase order, depreciation,
disposal scrap, and fixed assets reversal transactions.

In order to record and post an acquisition journal, as shown in the following
screenshot, go to Fixed assets | Journals | Fixed assets. Create a new journal by
pressing Ctrl + N on the journal line, go to Proposal and select Acquisition proposal,
and then go to select a query to identify the asset number, which will be acquired.

] Fixed assets (1 - usmf) =B8] * P

T T T PR
Inventory to fixed assets

Show: Show user-created only: [] Fixed asset budget

Overview | General I Setup | Blocking | Fi ial di i I Hislory‘ D=prscationlbookicumal
| Name | Journal batchn... - | Description Reports
FACur i 00495 Fixed Asset Entries - Current -
Journal voucher (1 - usmf) - Journal: FACur, journal batch number: 00495, Posted: NoJournal type: Post fixed as;elslaurnalJLIE-
4 New 7< Delete Post*  Validate™  Financial dimensions™  Functions™ Inquiries™  Print~™ '] @
Balance Total debit Total credit Acquisition proposal
lournal: Microsoft Dynami{s AX (1) = a - Lirnal: Acquisition adjustment proposal
Pervou A it | by Depreciation proposal
cquisition proposa Consumption depreciation
Oven 0 ]
isposal - scrap
" [ Select ] e
[0 Fixed assets Description Revenue recognition of reserves
| Fixed asset number: | COMP-000009 rid is empty. Extraordinary depreciation proposal

Fixed asset group:

Value model by fixed asset

Value model:

Status: Mot yet acquired

Value models

Posting layen Current

Note that if the acquisition price is not identified, the acquisition proposal will not
populate the asset.
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In order to acquire fixed assets through a purchase order, a parameter must be
activated first. This gives the company the control to acquire the assets through the
procurement department and enables it to apply the segregation of duties between
the procurement, reception, invoicing, and payment process. As shown in the
following screenshot, go to Fixed assets | Setup | Fixed assets and then click

on Purchase orders:

e

Set up fixed asset information

MNumber sequences

- General
I Accounting rules
- Barcode

4 Purchase orders
Purchase orders

Allow asset acquisition from Purchasings

Restrict asset acquisition posting to user group: III

Create asset during product receipt or inveice posting:

Check for fixed assets creation during line entry: [w]

The following options are available under the Purchase order tab:

* Allow asset acquisition from purchasing
* Restrict asset acquisition posting to a user group
* Create asset during product receipt or invoice posting

*  Check for fixed assets creation during line entry
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In the course of the execution of a fixed asset acquisition through a purchase order,
go to Procurement and sourcing | Common | Purchase order | All purchase order.
Then, create a new record by pressing Ctrl + N, select vendor, go to purchase lines,
select service item, and then enter warehouse and price details. Now, go to the Fixed
assets tab, as shown in the following screenshot:

Purchase order Purchase Manage Receive Invoice Retail Warehouse management Transportation management General

i é?_,n / 3 ?( Delete E ]ﬁ 7 Fromall 2; MJ

=
% @ From journal

Purchase  Froma Edit Header | Line Totals = Generate from  Attachments
order  sales order view | wview template ™
New Maintain Show Copy View Attachments

000102 : VENDOOZ - Mohamed Aamer

[] Produ... Procurement cat.. WVariantnu... Site Warehouse CW quantity CW unit Quantity Unit Unit price

Installat... 4 41 100 ea 2,500.00

< n

4 Line details

o
New fixed asset?

Fixed asset group: | COMP)| ‘v
N

Fixed asset number: %
Value model:

General  Setup /" Address / Product Delivery * Picking . Price and discount |/ Project . Product packages . Variants /Foreign tra.de/[ Fixed assetg,[_/
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If the fixed asset is new, check the New fixed asset checkbox and select a Fixed asset
group. If this transaction is to capitalize on already created fixed assets, uncheck the
New fixed asset checkbox, select Fixed asset group and Fixed asset number, and
identify the Transaction type whether it is Acquisition or Acquisition adjustment.
The Value model field is populated automatically. The process of the purchase
order normally goes from confirmation to product receipt to invoice. After posting
the purchase order invoice, the fixed asset record will be created and the asset
acquisition transaction will be posted.

An acquisition entry has the following;:

* Dr. Fixed assets
* Cr. Vendor balance
As shown in the following screenshot, select the purchase order line after posting the

invoice, then go to the asset value model by right-clicking on the asset number and
then click on View details. Now, click on the value model in the fixed asset form.

4 Line details FNew X Delete Transactions  Inquiry™  Functions¥  Forecasting ™

Overview | General | Depreciation | PurchasefSale | Financial dimensions

MNew fixed asset?

Fixed asset group: [] Value mo... Posting l... Deprecia... Depreciation p... Depreciation
@assetnumber: COMP-000011 ] S S ) S SLSERVICE AU
Value model: SLSL

The status changing from Not acquired yet to Open represents
the acquired fixed assets, and this asset will be included in the
’ next depreciation run.
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As shown in the following screenshot, in order to run fixed assets depreciation, go
to Fixed assets | Journals | Fixed assets, create a new record and go to Lines. Then,
go to Proposals and select Depreciation proposal. Now, identify the depreciation
date, find the asset number by clicking on the Select button, and decide whether to
summarize the depreciation in one line or for separate lines for each month.

Fixed assets (1 - usmf) =0 x R
; o e Journals
File + [ESICVR ] v 2
=
Inventory to fixed assets
Show: Show user-created only: [] Fixed asset budget
Overview | General I Setup | Blocking | Fi ial di | History | pepiScaton Bookipuinal
[] Name Journal batch n... + Description Repor‘ts
FACur 00494 Fixed Asset Entries - Current A

JNew | 7 Delete

Journal voucher (1 - usmf) - Journal: FACur, journal batch number: 00495, Posted: NoJournal type: Post fixed assets
Post¥  Validate™  Financial dimensions™  Functions™ Inquiries™  Print™

Acquisition proposal
Acquisition adjustment proposal

Depreciation proposal

Balance Total debit Total credit
lournal: Journal: Journal:
Pervoucher: Pervoucher: Pervoucher:
Oy [o] Microsoft Dynamics AX (1)
O

Depreciation proposal

Fixed assets

[=Te

a
nition of reserves

epreciation proposal

_EI-
oe

Et ac

Date interval
To date: 9/30/2014 | [

Fixed asset number: | COMP-000011

Fixed asset group:

Calculation
Summarize depreciation: O
Value model by fixed asset

Walue model:

Depreciation: Yes

Value models
Posting layer:

Assume that the acquired fixed assets price is 2500 USD, the acquisition date is

January 1, 2014, and the depreciation period is 60 months. The depreciation for each
month is calculated as 2500 USD divided by 60 months, which is equal to 41.67 USD.
The depreciation will run on till September 30, 2014.
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The following screenshot illustrates the depreciation for each month:

ENew X Delete Post~  Validatev  Financial dimensions¥  Functions™  Proposals™  Inquiries™  Print™ Q= @
Balance Total debit Total credit Budget check results
ournal: 0.00 | Journal: 375.03 | Journal: 375.03 | Pervoucher
Per voucher. 0.00 | Pervoucher: A1.67 | Pervoucher 41.67
Overview | General | Value models I Depreciation books | History |
[] Date Transaction type  Account Value mo... Description Debit Credit Offset account... Offset acco...
1/31/2014 Depreciation COMP-... SLSL 41,67 Ledger 607200-002---...
27282014 Depreciation COMP-... SLSL 4167 Ledger 607200-002---
3/31/2014 Depreciation COMP-... SLSL 41.67 Ledger 607200-002--- ...
4/30/2014 Depreciation COMP-... SLSL 4167 Ledger 607200-002---...
5/31/2014 Depreciation COMP-... SLSL 4167 Ledger 607200-002---
6/30/2014 Depreciation COMP-... SLSL 41.67 Ledger 607200-002--- ...
743172004 Depreciation COMP-... SLSL 4167 Ledger 607200-002---...
8/31/2014 Depreciation COMP-... SLSL 4167 Ledger 607200-002---...
9/30/2014 Depreciation COMP-... SLSL 4167 Ledger 607200-002---

In case the Summarize depreciation checkbox is checked, the depreciation will be
created in one line on September 30, 2014 as 375.03 USD.

The depreciation entry has the following:

* Dr. Depreciation expense

* Cr. Accumulated depreciation

The posted transaction of fixed assets are located on the value model, and in order
to inquire about the posted transaction, go to Fixed asset, select a particular asset
ID, go to the Value model ribbon, and then click on Transactions. As shown in the
following screenshot, updates have occurred on the Date when depreciation was
last run field, and the Depreciation periods remaining field that represents the
equation, depreciation periods minus ran depreciation periods, that is 60 minus 9,
which equals 51.
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The Transactions button shows the posted transactions on the asset depending on
whether it is acquisition or depreciation.

e New X Delete | Transactions ] Inquiy~  Functions~  Forecasting™  Inventary~

Overview ‘ General | Depreciation | Purchase/Sale | Financial dimensions

[ Valuemodel Status Posting layer Depreciation Depreciation profile  Depreciation run date
sLsL Open  Current SL_SERVICE 1/1/2014

Service life  Depreciation periods | Depreciation periods remaining
500 60 51.00

Fixed asset transactions (1 - usmf) - Voucher: FACR000743, COMP-000011, Value model: SLSLFixed asset number: COMP-000011 M

Voucher  Reverse transaction 1] @

Overview | General | Financial dimensions | History |

[ Voucher Transaction date  Fixed sssetnumber = Transactiontype  Amount Fixed asset group
PI-11D000SST 17172014 COMP-000011 Acquisition 250000 COMP
FACRO00743 1/31/2014 [comp-ooooin Depreciation 4167 COMP
FACRODD7S2 2/28/2014 COMP-000011  Depreciation 4167 COMP
FACRO0DTS3 3/31/2014 COMP-000011 Depreciation 167 COMP

[ FACRO0D754 4/30/2014 COMP-000011 Depreciation 4167 COMP
FACRODDTSS 5/31/2014 COMP-000011 Depreciation 4167 COMP
FACRO0DTS6 £/30/2014 COMP-000011 Depreciation 167 COMP
FACRO00757 7/31/2014 COMP-000011 Depreciation 4167 COMP
FACRODDTSE 8/31/2014 COMP-000011 Depreciation 4167 COMP
FACRO0D7S9 9/30/2014 COMP-000011 Depreciation 167 COMP

As shown in the following screenshot, the inquiry illustrates the acquisition price,
depreciation, and net book value. The net book value represents the equation
acquisition price minus depreciation, that is, 2500 minus 375.03, which equals 2124.97.

-E;E-New ?( Delete Transactions | Inquiry™ | Functions™  Forecasting™  Inventory™
Overview ‘ General | Depreciation I PurchasafSalaI Fin
- Profile
] :’E:f model ;:et:; (I::t;:tg layer  Deprecia Chfnge history i:::tmn run date | Dat.n
Fixed asset balances (1 - usmf) - Fixed asset number: COMP-000011, .. = [ & -

—
Specification
Reporting year: Budget model
Realized finish Budget

|Acéu\s|t|u ESDO Acquisition: 0.00
Acquisition adjustment: [ oo Acquisition adjustment: 0.00
Transfer from reserve: 000 | Transfer from reserve: 0.00
Depreciation: -375.03] Depreciation: 0.00
Depreciation adjustment: 0.00 | Depreciation adjustment: 0.00
Extraordinary depreciation: 0.00 | Extraordinary depreciation: 0.00
Derogatory depreciation: 0.00 | Derogatory depreciation: 0.00
Revaluation: 0.00 | Revaluation: 0.00
Write up adjustment: 0,00 | Write up adjustment: 0.00
Write down adjustment: 0.00 | Write down adjustment: 0.00
Disposal - scrap: 0.00 | Disposal - scrap: 0.00
Disposal - sale: 0.00 | Disposal - sale: 0.00
Provision for reserve: 0.00 | Provision for reserve: 0.00
Profit/Loss: 0.00 | Profit/Loss: 0.00

@Uukvalue: 212497 | Met book value: 0.00

— | The.. \ _l(QOQ} | USD| USR Model| u5r| usmf| initial | Admin ‘ MicrosoftDynamicsAX Close o
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Fixed asset disposal sale

Assume that the disposal sale transaction occurred in a company that decided to sell
a car, which is a fixed asset. This transaction that took place of selling a fixed asset
occurred through the free text invoice in Accounts receivable. The posting profile of
a disposal sale considers the following;:

* Depreciation (prior years): The total depreciations of prior years will be
reversed; the ledger account is the accumulated depreciation account,
and the offset account is the fixed assets gain/loss account.

* Depreciation (this year): The total depreciations of the current year will
be reversed; the ledger account is the accumulated depreciation account,
and the offset account is the fixed assets gain/loss account.

* Acquisition value: The acquisition value will be reversed; the ledger
account is the fixed assets account, and the offset account is the fixed
assets gain/loss account.

* Net book value: The ledger account is the fixed assets gain/loss account,
and the offset account is also the fixed assets gain/loss account.

In order to set up a fixed assets posting profile, go to Fixed assets | Setup | Fixed
assets and select Disposal | Sale, as shown in the following screenshot:

o Ledger accaunts
padd 3 Remove

Value moddl = Geoupings | Fued sviel numsber | Main sceourd  Offsel aceount

Disposal parameters - S0ld (1 - usmf) - Posting profile: AL, FA General Posting Profile = | & [l

Hew 36 Delete D 4

180200 N

Al 180200 801100
Al 180100 201100
an B0 501100

The generated entry will be as follows:

* Dr. Accumulated depreciation account
* Dr. Fixed assets gain/loss account

* Dr. Accounts receivable

* Cr. Fixed assets gain/loss account

* Cr. Fixed assets gain/loss account

e (Cr. Fixed assets account
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There are some scenarios in daily business that require reversing fixed asset
transactions. This can be executed from the fixed asset journal, as shown in

the following screenshot. Now, go to Function and select Retrieve fixed asset
transactions. Then, select New voucher number per transaction in order to
generate a new voucher number, and check Invert sign to invert the transaction
sign from the original one. To select a particular fixed asset, click on the Select
button and add the asset number.

'3:;:- Mew 2% Delete Post¥  Validate™  Financial dimensions~ [ Functions~ ] Proposals™  Inquiries¥  Print~

Balance Total debit Total cre Delete journal lines
ournal: Journal: Journal: Journal descriptions
e Frrorsras Eo Retrieve fixed asset transactions

- Qg Transfer budget
Overview | General | Value models I Depreciation books | History |

| Microsoft Dynamics AX (1) el

Retrieve fixed asset transactions

Pranei e [ |
"

Voucher |Newv0ucher number per transaction w

Fixed asset number: | COMP-000008

Uni Days v Value model by fixed asset
MNumber of units: 0 Value model: I:I

The following screenshot illustrates the retrieved fixed asset transaction with an
invert sign. You can see a minus sign on the debit side, which means it is a credit,
and a minus sign on the credit side a means debit.

-i:i- New 7€ Delete Post™  VWalidate™  Financial dimensions™  Functions™  Proposals™  Inquiries™  Print™ ']
Balance Total debit Total credit Budget check results
ournal: 0.00 | Journal: Journal: -1,437.47 | Pervouchen

Per vouchern Pervouchen

Pervoucher

Overview | General I Value models | Depreciation bocks I History |

[] Date Transaction type Account Value model  Description Debit  Credit Offset accounttype  Offset account
T Acquisition COMP-0000... SLSL Void of FACROD0739 -1,000.00 Ledger 300160--
9/27/2014 Acquisition COMP-0000... SLSL Void of FACRODD740 -250.00 Ledger 300160--
9/30/2014 Depreciation COMP-D000... SLSL Void of FACRDDO741 -187.47 Ledger 607200----
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Summary

In this chapter, we covered the fixed assets module in Microsoft Dynamics AX
2012 R3. We explored the fixed asset characteristics and its integration with other
modules. We then explored the fixed assets master data and the required data

to acquire, depreciate, and dispose an asset. Next, we explored the fixed asset
transactions acquisition, whether through an acquisition proposal journal or
through the purchase order, monthly depreciation, disposal sales, and fixed asset
transaction reversals.

In the next chapter, we will discuss the cash flow management integration concept,
basic configurations, and transactions.
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Functioning of Cash
Flow Management

Cash flow management is a tool that predicts a company's future cash requirements.
Cash flow management mainly covers the cash out and cash in events. Cash out is
generated from the company's expenditure against the goods or services purchased,
whereas cash in is generated from the company's revenue against the sale of goods
or services. It gives the company's management a vision of the cash position in order
to efficiently manage vendor payments in a specific period, and also the customer
collections during the same period to protect the company's cash situation. In this
chapter, we will cover the following topics:

Understanding cash flow integration with other modules
Exploring cash flow forecast configuration

Working with cash flow transactions

Forecasting cash flow by currency requirements

Forecasting the main account's cash flow



Functioning of Cash Flow Management

Understanding cash flow integration with
other modules

The integrated modules of cash flow management are Accounts payable, Accounts
receivable, and General ledger. The Accounts payable module manages the vendor
payments process, the Accounts receivable module manages the customer collections
process, and the General ledger module identifies the cash and cash-equivalent
accounts. The following figure shows the integration of the cash flow modules:

Microsoft Dynamics AX cash flow modules integration

The modules that are integrated in cash flow forecast management are divided into
the following groups:

* Vendor expenditure management has the following elements:

° Accounts payable: This identifies the vendors' terms of payment,
settlement periods, vendors' posting profiles, accounts used for
vendor settlement, and vendor invoice transaction execution

Procurement and sourcing: This identifies the transactional execution
of vendor purchase orders and receptions
* Customer collections management has the following components:

° Accounts receivable: This identifies the customers' terms of payment,
settlement periods, customers' posting profiles, accounts used for
customer settlement, and customer invoice transaction execution

Sales and marketing: This identifies the transactional execution of
customer sales orders, issuances, and invoicing
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* Budgeting: This identifies the budget distributions based on specific time
intervals (years, months, and days)

* General ledger: This identifies the cash and cash-equivalent accounts that
represent the liquidity account

* Cash flow forecast: This represents the cash flow position for purchase and
sales order transactions

With the Microsoft Dynamics AX consultant, the implementation of cash flow
forecast management is a mutual effort between the controller, accounting manager,
treasury, budgeting, procurement, and sales.

Cash flow forecast configuration

The cash flow forecast configuration and setups are combined with the integrated
modules of cash flow management. The following figure explains the cash flow
forecast configuration in detail:

Microsoft Dynamic AX cash flow forecast configuration

Accounts payable - Accounts receivable |
i Parameters i Posting Profile Pttt | |
il Period between delivery and invoicing | " I Settle account | | Bericd bobiese el and e |} '
i | Invoicing period ! | | Customer group | | iroUing Aaoa | i
i i | Settle period | 1 ]
i | Terms of payment ! e [ Terms of payment l i
i i i | i
& !} Vendormaster ! | i Ci master i
i .| Settle period | i | | Settle period |: |
i :;|‘lerms°fpaymenl|ii ; |Termsor_ | '
ii Settle account ' T == I Settle account | i |
| Allocation key | | Allocation key |:] i
L4 ' L
) ) l ) Budgeting module L ]
P and ing Dl Sales and marketing E
| Purchase order | o Sales order I i
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The main configuration and setup of cash flow forecast in Microsoft Dynamics AX
are performed in the following modules:

* Accounts payable

* Accounts receivable

* Budget

* General ledger

Accounts payable

The Accounts payable module is further subdivided as follows:

* Parameters: This identifies the company-wide parameters for Accounts
payable. For the parameters of Accounts payable, navigate to Accounts
payable | Setup | Accounts payable parameters. Now go to Ledger and sales
tax and click on Cash flow forecast, as shown in the following screenshot:

Accounts payable parameters (1 - usmf) = [ = -

e

General

Set up tax options

Updates Enter or view parameters for posting, promissory notes, payment proposals, prepayments, advances, and cash flow
Invoice .
I Posting
Invoice validation b Promissory notes
® Ledger and sales tax I Payment propesal
Credit rating I Prepayment journal voucher
I> Prepayment
Settl it
. a Cash flow forecast
AlF Period between delivery and inveicing: | M0D3 v | Settle period:
Confirmation of product Invoicing period: NOo7 w | Settleaccount: | -
st Terms of payment: w | Allocation key: ljl

Broker and royalty

-

Sales tax

* Period between delivery and invoicing: This identifies the period between
the product's receipt and invoice.

* Invoicing period: This identifies the period of receiving the vendor invoice.
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* Terms of payment: This identifies the period between the vendor invoice
posting and the due date.

* Settle account: This represents the liquidity account.

* Allocation key: This represents the allocation key used for budget reduction

with regards to purchase level.

* Settle period: This identifies the period between the vendor payment due
date and the date of payment execution. The terms of payment values are
commonly used in the Accounts payable's cash flow forecast, where we can
set the number of days or months that identify the payment due date. To see
the Accounts payable's terms of payment, navigate to Accounts payable |
Setup | Payment | Terms of payment, as shown in the following screenshot:

e

75 Delete Translations

Terms of payment (1 - usmf)

Terms of payment  +  Description

Cash Cash

CoD Cash on delivery

Month+13 Month end + 15 days

NO03 Net 3 Days

ENOOS Net 5 Days

NOOT Net 7 Days

Metl Net 1 day

MNet10 Net 10 days

MNet15 Net 15 days

MNet30 MNet 30 days

Metd3 Met 45 days

Sch_5M Equal payment schedule ove
Sch_6M Declining payment schedule

Terms of payment:

Description: | Net 5 Days

a4 Setup
Administration
Payment method: Met W
Cash payment:

Months: D
5

Days:

Payment schedule: |v

Default terms of payment: [_]

Ledger posting

Cash:

I Other

[231]




Functioning of Cash Flow Management

* Vendor posting profiles: This is an integration point between the Accounts
payable sub ledger and general ledger, where identifying a particular ledger
account will be used while posting a transaction for a specific vendor. The
Settle account column in the following screenshot represents the liquidity
accounts that are used for vendor payments. For the Accounts payable posting
profiles, navigate to Accounts payable | Setup | Vendor posting profiles. The
following screenshot displays the Vendor posting profiles page in detail:

Vendor posting profiles (1 - usmf)
EMew X Delete
Posting profile =« Description Posting profile: | GEN
GEM Default posting profile
PRE Prepayments Description: Default posting profile |
a Table restrictions
Rights Administration

Cancel:

a Setup

EE',EI Add x Remove

[[] Account code  Account/Group number  Summary account  Settle account

Group 40 200110 110110
Group 50 231300 110110
All 200100 110110

The Settle account column in Vendor posting profile overrides the
L= Settle account column under module parameters.

* Vendor groups: This represents the vendor's classification and the posting
profile assigned to a specific vendor group in order to identify the Settle
period column that is used in cash flow management logic. To see the
Accounts payable vendor groups profile, navigate to Accounts Payable

| Setup | Vendor | Vendor groups. The following screenshot shows the
Vendor groups screen as an example:

ENew 2% Delete Record ltem posting  Default account setup
Vendergroup = Description Terms of payment  Settle period
{10 Parts vendors Net30 NOOT
20 Services vendors Met30 NOOT7
30 Tax Authorities Month+15 NOOT
a0 Other vendors Met30 NOOT7
50 Intercompany vendors Met10 NOOT

[232]



Chapter 7

The Settle period column in vendor groups overrides the
= Settle period column under module parameters.

Vendor master: In the Vendor master data information, which is captured
and recorded during the creation of vendors and has an effect on the vendor's
aging and cash flow forecast as well, the terms of payment under the payment
section is considered as a default value. It is proposed when the vendor is
selected in transaction, and can be changed on a transactional level without
modifying the master data record. For the Accounts payable vendor master
data, navigate to Accounts payable | Common | Vendors | All vendors,
then press Edit on a particular vendor and go to the Payment fast tab:

Vendor Procurement Invoice
/ 7< Delete a @
@ Onhold~ | WS )

Edit Vendor | Invoices

Maintain Mew Invoice

Mew Record

Contact information
Miscellaneous details
Vendor profile
Purchasing demographics

Invoice and delivery

bl B B I B

Purchase order defaults

Payment

Payment

Terms of payment:
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Accounts receivable

The Accounts receivable module is subdivided as follows:

* Parameters: This identifies the company-wide parameters for Accounts
receivable. For Accounts receivable parameters, navigate to Accounts
receivable | Setup | Accounts receivable parameters, then go to Ledger
and sales tax, and click on Cash flow forecast. The following screenshot
shows Ledger and sales tax in detail:

7]

Accounts receivable parameters (1 - usmf) |_'

General

Updates

Project
Summary update
Shipments

® Ledger and sales tax

Settlement

Direct debit

v | v | v

Set up tax options for posting

General
Payment

Bill of exchange

[

Cash flow forecast

Period between delivery and invoicing:

Invoicing period:

Terms of payment:

MNO05

€

MNO10

<

Settle period: | NOO3 |v ]
Settle account: | -
Allocation key: |I|

* Period between delivery and invoicing: This identifies the period between
the product's issuance and invoicing.

* Invoicing period: This identifies the period of issuing the customer invoice.

* Terms of payment: This identifies the period between the customer invoice
posting and due date.

* Settle account: This represents the liquidity account for settling payments.

* Allocation key: This represents the allocation key used for budget reduction
with regard to the volume of orders.
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Settle period: This identifies the period between the customer payment due
date and payment execution. The terms of payment values are commonly
used in the Accounts receivable module's cash flow forecast, where we can
set the number of days or months that identify the payment due date. To see
the terms of payment, navigate to Accounts receivable | Setup | Payment |
Terms of payment, as shown in the following screenshot:

Terms of payment (1 - usmf)
3 New X Delete Translations

Terms of payment  +«  Description Terms of payment:

Cash Cash

Description: Met5D

caoD Cash on delivery . | s |

Month+13 Month end + 13 days 4 Setup

NDD3 Met 3 Days Administration

MO05 Met 5 Days Payment method: Met W

NOOY Net 7 Days Cash payment:

NO10 MNet 10D

s Months: D
NO15 Met 15 Days
Days: 5

Net1 Net 1 day 7

Met1D Net 10 days Payrment schedule: |v

Met15 Met 15 days Payment day: Ijl

Net30 Met 30 d

as Default terms of payment: []

Metd3 Met 45 days

5ch_5M Equal payment schedule ove Ledger posting

Sch_6M Declining payment schedule Cash: |

I> Other
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Customer posting profiles: This is an integration point between Accounts
receivable and General ledger, where identifying the ledger account will
be used when posting a transaction on a customer attached to a particular
posting profile. The Settle account column in the following screenshot
represents the liquidity accounts that are used for customer payments.

To see the posting profiles, navigate to Accounts receivable | Setup |
Customer posting profiles.

GEN
PRE

FNew € Delete

Posting profile = Description Posting profile: | GEN

Customer posting profiles (1 - usmf)

General profile

Prepayments Description: General profile

Collection letter:

a Setup

If:,EI Add w Remove

[[] Account code  Account/Group number  Summary account  Settle account

Group 30 130100
Group 90 133300
All 130100 110110

The Settle account column in Customer posting profile dominates
— the Settle account column under module parameters.

Customer groups: This represents the customer classification and the

posting profile assigned to a specific customer group. You can also see the
Settle period column in the following screenshot. It is used in the cash flow
management logic. In order to see the customer groups, navigate to Accounts
receivable | Setup | Customers | Customer groups.

Customer groups (1 - usmf) - Customer group: 10, Wholesales custﬂmersl — | = .
I New X Delete Setup~  Forecast Filters 1|

Customer group = Description Terms of payment  Settle period
£10 | Wholesales customers Met30 MNet30

100 Intercompany retail customers Met10 MNet10

20 Major customers Met30 Met30

30 Retail customers Met10 Met10

40 Internet customers Met10 Met10

80 Other customers Met10 Met10

90 Intercompany customers Met10 Met10
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Customer master: In the customer master's data information, which is
captured and recorded during the creation of a customer and has an effect

on customer aging and cash flow forecast as well, in terms of payment under
payment section in customer master data. This terms of payment is considered
as a default value proposed when the customer is selected in a transaction,
and the value could be changed on a transactional level without modifying
the master data record. For this, navigate to Accounts receivable | Common

| Customers | Customers | All customers, select a particular customer and
press Edit, then move to the Payment default fast tab:

TR
Customer Sell
/ 75 Delete g
Edit Customer
Maintain Mew

Invoice

T
Contacts

-

Accounts

Collect

¥

Transactions

[ Credit and collect

4 Payment defaults
Payment

Terms of payment:

00001 : Mohamed Aamer

I ONTatct INTormation
[- Miscellaneous details

I: Sales demographics

ions

I Sales order defaults

Met30

|
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Budget

The core concept in the Budget module is the allocation key. This distributes the
budgets for a specific period by a weight of allocation percentage, which could be
days, months, and or years. To access the budget allocation key window, navigate to
General ledger | Setup | Periods | Periods allocation categories. Click on Lines to
enter an allocation percentage for each period.

Period allocation categories (1 - usmf) == -
ER Period allocation categories (1 - usmf) == -
S New 2K Delete Lines Copy Balances  Wizard O @
Periodkey = Name Period key:
20 12 Motnh Forecast
Name: 12 Motnh F st
30 Weighted base on days ame otnh Foreca
40 No Change aloulation
Fixed: O
a Graphics ~

Setup
b o T - - S A 1)

12 Motnh Forecast

Allacation

T T T T I T
Feb2074  Apr.2014 Jun.2014 Aug.2014  Oct2014  Dec.2014
Period -

General ledger

The general ledger is subdivided as follows:

* Main accounts: The Set up cash flow forecasts screen, which is shown in the
following screenshot, represents the dependency of other accounts that will
affect the company's cash flow, for example, sales tax payment. To see the main
account's cash flow, navigate to General ledger | Setup | Chart of accounts |
Chart of accounts, and select Main account. Then select Companies in Select
the level of main account to display. Now click on Cash flow forecast under
the Setup tab, as shown in the following screenshot:
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a Setup
Set up cash flow forecasts (1 - usmf) - Main account: 110110, New Record =8 -
PNew < Delete O @

Overview | General

[] Percent Termsof payment Postingtype Main account  Transactions/Budget
100.00

-

Transactions

* Liquidity accounts: This lists the cash and cash-equivalent accounts that
are used to calculate the cash flow forecast. In order to access the following
screenshot, which illustrates the liquidity accounts form, navigate to
General Ledger | Setup | Posting | Liquidity:

&

P Mew X Delete

Main account  Account name
Bank Account - USD

110113 Bank Account - CAD
110120 Bank Account - CNY
110130 Bank Account - EUR
110140 Bank Account - DKK
110150 Bank Account - GBP
110160 Bank Account - Pay...
110180 Petty Cash

Cash flow transactions

The transactions that affect the cash flow forecast are purchase and sales orders.
The cash flow transactions also depend on the configuration of the company-wide
parameters and the master data setup.

[239]




Functioning of Cash Flow Management

Purchase order cash flow forecast

This section illustrates the cash flow forecast transaction for a purchase order (PO). The
order's data is as follows:

* Configuration of the Accounts payable module's parameters:
° Period between delivery and invoicing: 5 days

Invoice period: 7 days

° Settle period: 3 days

e  Vendor master data:

° Terms of payment: 15 days
e Purchase order data:

°  Purchase order date: January 1

o

Purchase order quantity: 1 Piece

°  Currency: EGP

°  Default currency: USD

°  Exchange rate: 1 USD =5 EGP

©  Purchase price: 5,000 EGP = 1,000 USD

The purchase order was created on January 1. Based on the setup of the period
between delivery and invoice, which is 5 days, the date will be January 6 (by adding
5 days to the PO line date). Based on the setup of the invoicing period, which is

7 days, the date will be January 13 (PO line date plus 5 days plus 7 days). Then,
based on the setup of the terms of payment, which is 15 days, the date will be
January 28 (PO line date plus 5 days plus 7 days plus 15 days). Finally, based on

the setup of the settle period, which is 3 days, the date will be January 31 (PO line
date plus 5 days plus 7 days plus 15 days plus 3 days).

The following figure represents the cash flow forecast transaction in detail:

Microsoft Dynamics AX cash flow forecast

' » a
Period between delivery and invoicing (5 dzi;si: January 6

1 Invoicing period (7 days) | January 13
H

Terms of payment (15 days); January 28
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The Cash flow forecasts tab can be viewed under Purchase order. In the ribbon,
navigate to the Invoice section, go to the Bill group, and select Cash flow forecasts,
as shown in the following screenshot:

[cr Purchase order (1 - usmf) - Purchase order: 000043, Mohamed Aamer
Purchascorder  Purchase  Manage  Receive | Invoice | Retail  Warchouse management  Transportation management  General
=2 [ Pro forma invoice ] 0 hg] [jg]
& [58] Cash flow forecasts L £ ME
Invoice Open
transactions
Generate Bill Settle Journals
000043 : 00001 - Mohamed Aamer Open order
& General 000043 | Mohamed Aamer | 00001 00001
I Setup 01
I Address
& Delivery 14172014
[ Price and discount EGP | Netl5
> Foreign trade (e Cash flow forecasts (1 - usmf) - Main account: 618900, 1/13/2014, Reference table ID: 345
& Financial dimg|
Overview | General
[] Main account Date = Posting Currency  Amount in transaction currency Amount
518900 1/13/2014 Purchase, inventory receipt EGP 5,00000 Invoice entry 1,000.00
200100 1/13/2014 Vendor balance EGP -5,000.00 -1,000.00
200100 1/31/2014 Vendor balance EGP 5,000.00 Payment entry 1,000.00
110110 1/31/2014 Vendor balance EGP -5,000.00 -1,000.00

The invoice entry date is calculated based on the Period between delivery and
invoicing and Invoice period (5 days plus 7 days). Then the invoice entry date will
be January 13. The payment entry date is calculated based on the number of days
in Terms of payment, Settle period, and Invoice date (13 days plus 15 days plus 3
days). Thus, the payment entry date will be January 31.

Cash flow forecast by currency requirement

Microsoft Dynamics AX has a function that fulfills the currency requirement. This
function is the Currency requirement inquiry form. For cash flow forecast currency
requirements, navigate to General ledger | Periodic | Currency requirement |
Currency requirement. The following screenshot shows the Currency
requirement screen:

R Currency requirement (1) |_'

m +New X Delete Calculation  Requiremnent per currency  Total currency requirement

Overview | General

O Currency MName
EGP,USD = -
| EGP i Egyptian Pound

Us Dollar
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In some cases, the Cash flow forecast requirements are not

calculated properly, thereby requiring you to run a Cash flow
s

forecast job. This job can be run manually or an automatic
batch job can be set up to do it.

The Requirement per currency tab represents Cash flow forecasts for a specific
currency code for a specific period. With reference to the previous transactions, select
the EGP currency code, and the cash flow will be illustrated in a graph, as shown in
the next screenshot:

Currency requirement (1) = | =] ==

{:;i- New ?( Delete Calculation Eequirement per currencﬂ Total currency requirement | @

Overview | General

[] Currency MName
USD, EGP  ~ -
_EGP Eqvptia_n Pound _:I
usD Us Dollar
o7 Currency requirement date (1 - usmf) - Currency: EGP, Egyptian Pound | = | B

0o
Graphics | Overview | Cash flow forecasts |
H s - - !:r‘ . lde El i= | Graphics setup |

T
Jan Feb
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The Overview tab, which is shown in the following screenshot, represents the cash
flow requirements per period:

{:’.i-New 7% Delete Calculation @equirementpercurrencﬂ
Overview | General

[] Currency Mame

ushD, EGP - -
| EGP Egyptian Pound l

usD Us Dallar

T Currency requirement date (1 - usmf) - Currency

Graphics | Overview

[ Date Debit/Credit  Accumulated
-5,000.00 -5,000.00

In the Currency requirement form, the Total currency requirement button
represents the cash flow forecast requirements by company, and the default
currency is USD. This gives a clear vision for the projection of cash in and cash
out for a specific period.
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Main account cash flow forecast

Main account, which has a setup for cash flow forecast, shows the cash flow of
forecasts that are related to the main account.

Navigate to General ledger | Setup | Chart of accounts | Chart of accounts
under the General tab, and then click on View cash flow forecast, as shown in the
following screenshot:

ERy Main accounts - chart of accounts: Shared (1) - Main account: 110110, Bank Account - USD
New Newfrom template™ X Delete | 7 Edit  Translations

Main account Name Main account: 110110 Name: Bank Account - USD

110110 -
. [etect the level of main account to display: i
10110 ! Bank Account - USD play Companies ___v]
v Companies: [+ %
4 General

p = Assign template~  [l=F] View cash flow forecast] [ Additional consolidation...

Ledger Administration
Cash flow forecasts (1 - usmf) - Main account: 110110, 1/31/2014, Date: 1/31/2014Main accoun..| = =l -

Cash flow forecasts  Source O ®

Overview | General | Financial dimensions |

[] Date Source Number Posting Amount

1/31/2. PurchTahle 000043 Vendor balance -1,000.00

Summary

In this chapter, we covered the basics of cash flow forecast configurations and setups
in Microsoft Dynamics AX, and the integration points between modules used to
facilitate cash flow functions. We also showed a practical example of a cash flow
transaction and inquiries, in addition to a forecast by currency and main account.

In the next chapter, we will discuss cost management from the inventory
perspective, as it is the most significant cost for an organization, and requires
control and monitoring.
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Working with Cost
Management

The costing function is one of the most critical subjects in the ERP implementation,
specifically inventory costing. In the competitive and emerging markets of today, we
aim at getting the best usage from the current company resources in order to ensure
that they are translated into company profitability and more potential cash flow. On
the other hand, the inventory cost affects the company reporting in the balance sheet
and income statement along with the cost of goods sold and cost of production. This
function requires intensive workshops during the implementation life cycle to contest
the business costing model and how it will be mapped to Microsoft Dynamics AX.

In this chapter, we will cover the following topics:

Understanding the business costing model

Configuring inventory costing

Exploring the inventory costing background (physical and financial update)
Understanding inventory recalculation and closing

Working with inventory marking

Exploring inventory reconciliation



Working with Cost Management

Understanding the business costing
model

The highest significant cost of organizations is encumbered in the inventory costing.
In this sense, one of the main objectives of ERP implementation is to manage, reduce,
and control inventory costing. The inventory significantly affects the company's
bottom line and profitability as well. The companies that carry inventory as a raw
material for production bear the cost of inventory, which in turn affects the cost

of production in addition to the goods in the process and the cost of goods sold
(COGS) accordingly. The companies that carry inventory as stock for sales bear the
inventory cost, which in turn affects the cost of goods sold.

The main driver of inventory cost is the purchase cost from the vendor in addition to
all the costs that are paid until the goods are received into the company's warehouse,
such as freight, customs duties, and loading. All these are known as miscellaneous
charges, which is a function name in Microsoft Dynamics AX.

The company's profitability is directly impacted by the inventory cost. Therefore,

it is essential for the organization to effectively manage the procurement activities
and financial cost control that monitors inventory costs. The following figure shows
Microsoft Dynamics AX inventory costing:

Microsoft Dynamics AX inventory costing

Warehouse || Sales and marketing |
) g I
Inventory item E
¥ Cost of goods sold 2
1)
Item cost
) Cost of production

]

1

]

1

)

The implementation team ascertains the inventory costing strategy for the company. It
is a joint effort between the financial controller, inventory and warehousing manager,
and application consultant during the analysis phase of the implementation. The
financial controller sets the inventory valuation method and inventory posting profiles.
The inventory and warehousing manager sets the inventory item coding structure

and item groups for inventory classifications. The application consultant maps the
controller as well as the inventory and warehousing manager's requirements to
Microsoft Dynamics AX 2012.
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Configuring inventory costing

The configuration and setup of inventory costing are combined between the
integrated modules of inventory and warehousing management, product

information management, and financial controls. A collection of all types of
setup is shown in the product master form, depicted in the following figure:

Microsoft Dynamics AX inventory costing configuration

Main account 001

Product [ Product || Product : Main account 002
dimension tracking storage
groups dimension || dimension i Main account 003

The blocks in the preceding figure are defined as follows:

* Item model group: This identifies the inventory valuation method
* Product dimension groups: This identifies the product's attributes
* Product storage dimension groups: This identifies the product's location

* Product tracking groups: This identifies the product's tracking information

Item model group

The main configuration and setup of inventory costing in Microsoft Dynamics AX
is in Item model group, where we identify the inventory costing valuation method.
For inventory model group, navigate to Inventory and warehouse management |
Setup | Inventory | Item model group. Microsoft Dynamics AX 2012 R3 supports
the following inventory valuation methods:

* FIFO: This is first-in, first-out

e LIFO: This is last-in, first-out

* LIFO date: This is the last-in, first-out date

* Weighted avg.: This is the weighted average

* Weighted avg. date: This is the weighted average date
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Standard cost: This is the standard cost

Moving average: This is the moving average cost

The following screenshot shows all the inventory valuation methods:

[termn rmodel group:

MNarne: ‘ Moving average ‘

I Setup

4 Inventory model
Inventory model

y -

En‘.fr:ntor}f I‘TIDEIE|J Mn\ring average W
FIFO
Cost price LIFO

Include physical value: | LIFO date
Weighted avg.
Weighted avg. date
Standard cost

Fixed receipt price:

In the following section, we will highlight some of the item module group
configurations:

Inventory policy: This indicates whether the item or the service is stockable
or nonstockable. Stockability indicates that the item will be tracked in

the inventory transaction, and included in the inventory costing and its
calculation.

Physical negative inventory: This is a control point that prevents the
inventory quantities to be issued from the warehouse if there is no available
quantity. If the business requires issuing quantities more than the quantity
available in the warehouse, this should be coordinated with the controller
and the stock manager, as the inventory balance will be in negative.

Financial negative inventory: This is allowed, by default, to issue quantities
that are not financially updated yet. This is a control point that can prevent
issuing inventory quantities from the warehouse without a financial update,
which means the final cost must be known before issuing the items.
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* Post physical inventory: This option posts the physical inventory to the
General ledger module, and this requires a configuration on Accounts
payable parameters and Accounts receivable parameters by checking the
Post product receipt in ledger checkbox. If the Post physical inventory
checkbox is unchecked, the physical transactions will not be posted in the
ledger, regardless of the configuration in the AP/ AR parameter setup forms.

* Post financial inventory: This option posts the financial inventory update to
the General ledger module if this checkbox is checked. The posting will be
as follows:

°  Purchase order invoice update: If this checkbox is checked, the
amount of the items is posted to the inventory receipt account;
otherwise, the amount of the items is posted to the purchase
expenditure for product account.

° Sales order invoice update: If this checkbox is checked, the amount
of the items is posted to the inventory issue and the consumption
accounts; otherwise, no posting occurs in the item consumption
account or the issue account.

These fields are shown in the following screenshot:

Itern model group: | MWA

Mame: Moving average |
a Setup
Inventory policy Reservation
Stocked product: FIFO date-controlled: 1

L. Backward from ship date:
Negative inventory

0O Item sales resenvation: Default v
. . . 5 batch selection:
Financial negative inventory: A heteh sechon H

Consolidate requirement:

Warehouse management

FEFO date-controlled: |
uarantine management: . L
Q E | Pick criteria: Expiration date
Consolidated picking method: ]
Batch disposition code
Ledger integrati ) .
ger integration Batch disposition code:
Post physical inventory:
Post financial inventory: Vendor batch
Post to Deferred Revenue Account on Sales Delivery: 1 Purchase registration: u
Accrue liability on product receipt: Approved vendor list

Physical update Approved vendor check method: | Waming only v

Registration requirements:
Receiving requirements:

Picking requirements:

ooood

Deduction requirements:
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Product dimension groups

Product dimension groups represent the items' characteristics that identify the key
differences of the item. For example, a polo shirt item has two dimensions, namely,
size and color. The size and color can be small and blue or medium and blue. The
following screenshot shows a product dimension group screen that represents the
item attributes Configuration, Size, Color, and Style:

Description: ‘ Product Dimensicn| |
Mame Active  For purchase prices  For sales prices
Configuration
Size O
Color O
Style O

For product dimension groups, navigate to Product information management |
Setup | Dimension groups | Product dimension groups.

Storage dimension groups

As you can see in the following screenshot, the storage dimension groups screen
sorts the required stock, keeping a note of the location, whether it is Site, Warehouse,
Location, or Pallet ID. This assists in the reporting of inventory quantities and cost.

Mame: PsSD

Description: Product Starage Dimension Group

Use warehouse management processes: [

Warehouse specific setup
Mandatory: (]
Primary stocking: 0

Name Active  Blank receipt allowed  Blank issue allowed  Physical inventory  Financial inventory ~ Coverage plan by dimension  For purchase prices  Faor sales prices
Site

Warehouse
Lacation
Pallet ID

Inventory status

oooood®
Oooooo®
OD0DO00OR®E

Ooooogg
oooogo

License plate

To access the storage dimension window, navigate to Product information
management | Setup | Dimension groups | Storage dimension groups.
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Tracking dimension groups

The tracking dimension is a lower-level assortment of products, irrespective

of whether it is a serial number for electronic inventory items or a batch number.
For tracking dimension groups, navigate to Product information management

| Setup | Dimension groups | Tracking dimension groups, as shown in the
following screenshot:

[ e - A "3

Actve | Active in sales process | Primary stockemg | Blank recopt allowed | Blank rivae sllowed  Physical iveedory  Financel limeeetory | Ceverage plan by mericn  For puchase grees | For sales prces

Serial numiser
[
Inventary pretie
G0 numer

Item groups

As you can see in the following screenshot, Item groups is the product classification
for inventory items, and it is the integration point between the inventory and
financial modules. The classification of Item groups should be a joint effort between
the stock manager and the controller. In order to access Item groups, go to Inventory
and warehouse management | Setup | Inventory | Item groups.

P Mew X Delete Posting  Forecasting™
ltem group < MName ltemn . m
group:
Audio Audio Products -
M : Raw Material
AudioRM Audio Raw Materials ame: | Raw Materi
CarAudio Car Audio Products I~ Sales order
CarAudioRM Car Audio Raw Materials. |+ Purchase order
Consume Consumerable products i Inventory
Services Services  Production
RM Raw Material
I Setup
TV&Video TV and Video Products
> Warehouse management
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The inventory posting profile consists of the following possible inventory
transactions:

* Sales order: This is a sales and marketing module transaction
* Purchase order: This is a procurement and sourcing module transaction

* Inventory: This is an inventory and warehousing management
module transaction

* Production: This is a production management module transaction

The posting profiles are the integration point between the subledgers and the general
ledger. It is a set of ledger accounts that are used to generate the automatic ledger
entry in which a transaction occurs. It is possible to select different ledger accounts
for each type of subledger transaction. Microsoft Dynamics AX offers flexibility in
the setup of posting profiles. The posting can be on four different levels, as shown in
the following figure:

Submodule posting profile Financial moduler

I
|
|
I
|
|
|
I

All ll—b Main account 100

~ ~— Group B l—»[ Main account 101
— |Category ' .

e :——b Main account 102

L——»| Main account 103

The posting domination levels are All, Group, Category, and Table. The preceding
figure can be explained as follows:

*  Group B dominates over All

* Category dominates over Group B and All

* Table dominates over Category, Group, and All
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If the posting profile is for All and there are some groups that have been identified
for a specific main account, then these will be excluded from the All setup. At

the same time, if there is a category relation selected for a specific main account,
then these categories will be excluded from the All and Group posting profiles. If
there is a table relation selected for a specific main account, it will apply the Table
posting profile. In order to access the inventory posting profile, go to Inventory and
warehouse management | Setup | Inventory | Posting | Posting. The following
screenshot illustrates an example of all of these posting domination levels:

X2

| Sales order I Purchase order | Inventory |Pr0ducti0n I Standard cost variance

_SE|ECt I:I':EIAdd x Remove
() Fixed receipt price profit

) ) . [] ltem code  ltem relation  Main account
d receipt price loss

Group Audie 140200
( Los: Group AudioRM 140100
O Receipt Group Carfudio 140200
) Profit Group CarfudicRM 140100
O Inter-unit payable Group TV&Wideo 140200
O Inter-unit receivable ] Al 140200

(O Catch weight loss account

(O Catch weight profit account

(O Fixed asset issue

O Price difference for moving average

() Cost revaluation for moving average
Reunding - Loss

Rounding - Profit

Exploring the inventory costing
background

For highlighting the inventory costing model in Microsoft Dynamics AX in order
to understand the inventory valuation methods, there are three main concepts —
physical and financial update, inventory recalculation and closing, and marking.

Physical and financial updates

The physical and financial update considers real-life business scenarios where
there is a difference between the reception costs and invoices. It works in uncertain
business environments.
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Physical update

The physical update represents the inventory transaction, whether it is a product
receipt for a purchase order or a packing slip for a sales order. The reception price
inherits from the item purchase price in the purchase order and identifies the item
cost price in the warehouse. The cost of goods sold is retrieved from the inventory
cost price and the physical issuance that occurred from the sales order. The
following figure shows the physical and financial updates:

Purchase order Product receipt Invoice

Qty = 1 Psc » Qty = 1Psc » Qty = 1Psc

Price = 100 EGP Price = 100 EGP Price = 110 EGP
January 15 January 25
| |

Cost price 100 EGP | Cost price 10 EGP

Physical update Financial update

! !
Full product cost

Financial update

The financial update represents the invoice posting either for a purchase order or a
sales order. The sales order invoice only has an effect on sales revenue and cost of
goods sold. While on the other hand, the purchase order invoice affects the inventory
cost if there are changes in purchase price, be it an increase or a decrease.

M If your business requires considering the miscellaneous charges in the
Q event of product reception, there is the Inventory II solution offered by
FSB Development (http://www.fsbdev.com/).

The default mechanism of the financial update for purchase orders in Microsoft
Dynamics AX is that the financial update dominates the physical update in order

to allocate the final item addition cost that will be reflected in the inventory. The
physical update can be considered as an estimated cost, and the final cost is reflected
in the purchase order invoice that will affect inventory cost in the warehouse
submodule and main account in the chart of accounts as well.
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Understanding inventory recalculation
and closing

The inventory recalculation is a normal procedure in the Microsoft Dynamics AX
environment that calculates the inventory cost in the warehouse and adjusts the
inventory issuances according to the inventory value model (the valuation method).

The inventory cost in Microsoft Dynamics AX is a running average cost. In order to
apply the valuation method, the recalculation process should be run. The normal
mechanism of the inventory cost calculation applies the inventory valuation method
that is attached to the product master by running the recalculation function. The
recalculation function mainly affects two areas: the item cost in the warehouse and
the inventory adjustment entries for product issuances from the inventory that
generates the inventory financial transaction entries.

The inventory adjustment entries are generated when the issuance
cost of the item is different from the current cost of the inventory
items in the warehouse, according to the inventory model group
(the valuation method). The entries are generated based on the
L original issuance transactions.

For example, if COGS of the sales order is 100 EGP and the current

cost in the warehouse is 110 EGP, the recalculation process generates
an entry by 10 EGP (Dr. COGS 10, Cr. Inventory 10).

The commonly applied valuation method is Weighted Average Cost, where the
inventory issuances are valuated at the average cost of the items that are received
during that period and also the on-hand inventory.

The formula for weighted average is Weighted average = (Received
a quantity * Received cost) + (On-hand quantity * On-hand cost) /
Ve : ; .
(Received quantity + On-hand quantity)
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The inventory cost is also considered as a tentative cost. The inventory issuances
carry the current running average cost. The actual cost is applied after the
recalculation process is done and is based on the inventory valuation method that

is configured in Item model group. The adjustment transactions represent the
difference between the running average cost and the configured costing valuation
method. To access the inventory closing window, navigate to Inventory and
warehouse management | Periodic | Closing and adjustment. The following figure
explains the inventory recalculation and closing concept:

Product
reception

Opening [L Running cost

balance

T
]
]
1
1
]
]
)

1

! Inventory
| recalculation
i and close

Issuance

adjustment
Issuance
running cost

Working with inventory marking

During daily business in inventory management, there are some transactions that
need to be returned to the inventory at the same cost at which they were issued. Each
inventory transaction is associated to a unique Lot ID. Any inventory transaction

is assigned to a Lot ID with a unique identification that helps in inventory cost and
inventory transaction tracking; this is used to specify the transaction's cost. The
marking function can be used with Sales order to specify the cost of goods sold for
the marked line in the Sales order lines, and it can be used in the issuance return
(inventory addition) from the movement journal, production order, and/or bill of
material (BOM) journal. The following diagram shows the relation of the inventory
marking between inventory issuance and receptions:
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Inventory reception

Beg balance Average cost ‘~\">§f
Qty=5 @100 Qty=5 @100 %,
s : S :
.‘ 5 1 \‘ %
L8 | S |
'.%‘! : ‘\. :
e v 2 *

2 ¥

Inventory issuance

To access the marking function window, navigate to Sales and marketing |
Common | All sales orders | Sales order. Then, go to Sales order lines, click on
Inventory, and select Marking. This can be seen in the following screenshot:

Inventory™ | Functions™

Transactions
On-hand
Lot

Trace

Reservation

Registration

Pick

Output orders

Dimensions display
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The Marking form lists all the relevant transactions for the inventory item, which
will be set to mark on. As you can see in the following screenshot, the Set mark now
checkbox is checked, and the users should click on Apply to confirm that the cost
will be assigned to the transaction:

Marking (1 - usmf) - Value open: Nolnventory reference: Packing slip or product receipt return: No, New Record | = |8 -

Reference  Mumber  LotlD = Quantity Remainder  Marked  Mark now

Transaction 00067 012119 1.00 1.00
Mark on

Reference MNumber  LotID Quantity  Remainder  Marked  Mark now = Set mark now -~ Reference
Purchase order 000027 011971 180.00 180.00 [l

Purchaze order 000033 012002 200.00 200.00 O

Purchase order 000034 012003 210,00 210,00 O

Purchase order 000044 012101 1.00 1.00 [] -

Eensaction 00065 012118 1.00 1,00 ¢ ]

Purchaze order 000043 012092 1.00 1.00 O

Purchase order 000040 012081 1.00 1.00 O

Purchase order 000041 012083 1.00 1.00 [l

Purchasze order 000042 012091 1.00 1.00 O

-

Account number: Inventory dimensions: Cost price:
| ‘ | Site=1,Warehouse=11 | ‘ 505.00

Name:

Expected date: Physical date: Product receipt/Packing slip: Financial date: Invoice;

1/1/2014 17172014 EJ 1172014

| OK | | Cancel | I] Apply I Auto
Quantity in open

Exploring inventory reconciliation

The inventory reconciliation is a key task that proves system integrity between the
general ledger and inventory subledger. This task occurs on a monthly basis as a
check point after month close to ensure that everything is properly reconciled with
this contentment routine.

In Microsoft Dynamics AX 2012 R3, a set of reports are concerned with inventory and
general ledger reconciliation. In the following section, we will explore the inventory
value report.
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Inventory value report setup

The inventory value report setup gives the option to have versions of the report
based on the purpose of the report focus. The report can concentrate on the
reconciliation between inventory and inventory account, work in progress (WIP)
account, deferred cost of goods sold (deferred COGS) account, and cost of goods
sold (COGS) account, in addition to report design for columns and rows.

As shown in the following screenshot, to access inventory value report setup, go to
Inventory management | Setup | Costing | Inventory value reports:

Setup

Inventory and warehouse managemnent parameters

Costiné VErsions
Cost groups
Calculation groups
Costing sheets

Standard cost conversions
Emrentor}r value repu:urtg

The following screenshot shows the inventory value report setup form. In order to
create an inventory report, click on New or press Ctrl + N and enter the report ID
and report description. On the General tab, you can predefine the date interval for
the report as this is considered as a proposed value when generating the report in
the second stage, and the user can select other date intervals as per their needs.

4ENew X Delete [ZCopy & Preview

D+ Name ID: RECON

RECON Reconciliation
_ . Mame: | Reconciliation |
10 Inventory (Site/ltem/Iterm...
20 Inventory +WIP + GL 4 General
30 Moving average Date interval
40 Inventory movement Date interval: | CP ‘v

Range: Paosting date v

Dimension set

Dirmension 5&t:| Main Account |Mam Account |v‘

> Columns

- Rows
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To set up date intervals, go to General ledger | Setup | Periods | Date intervals.

Now, identify the report date under the Range combobox, whether it is based on
Posting date or Transaction time. Now, identify Dimension set that will be used in
the report.

To set up a dimension set, navigate to General ledger | Setup | Financial
dimensions | Financial dimensions sets.

When designing report columns in the Columns tab, the first part is Financial
position that represents the inventory submodel values for Inventory, WIP,
Deferred COGS, COGS, and/ or Profit and loss, which will be showed in the report.

The second part is Compare on-hand inventory value to cumulative accounting
values, which represents the ledger account for Inventory, WIP, Deferred COGS,
and/or COGS.

[ % The account type must be total account. ]

The third part is Inventory dimension, which is the inventory breakdown by
inventory dimensions and storage dimensions.

The other parts represent summarization of the report, including transactions not
posted to ledger, calculate average cost price, and/or total quantity and value.
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The following screenshot shows the Columns tab:

G - New  7CDelete | [ Copy & Preview

[l Name .
10 Inventery (Site/ltern/Item... . RECON
20 Inventory +WI + GL g Recondiliation
30 Moving average eneral
40 Inventery movement |‘ Columns |
RECON Reconciliation Financial position Inventory dimensions
Inventory: ] Name View  Total
WIP: O Configuration
Deferred COGS: 0 size
Color
COGS: O Style
Profit and loss: O Site
Warehouse

Compare on-hand inventory value to cumulative accounting values
Batch number

Print cumulative account values for comparison: Lecation

Inventory account: 1300300 - Pallet ID

WIP account: - Serial number
Deferred COGS account: - Inventory status
COGS account: <] Resource 1D

oooooooooon
oooooooooon

Summarize View:[]  Totak []
Summarize physical and financial values: O Resource group
Inventory transactions View: L1 Total: [
Include not posted to ledger: O

Average unit cost

Calculate average unit cost: ]

Print total

Total quantity and value: ]

The report identifier.

The Rows tab, where report rows can be designed, represents the cost elements
that are required to be shown in the report row and also shows whether the level
is Totals or Transaction, as shown in the following screenshot:

7 File = -};.i- New ?( Delete @ Copy Preview

b _= Name ID:  [RECON

10 Inventory (Site/Item/ltem...

0 Inventory +WIP + GL Mame: | Reconciliation
30 Maoving average I General

40 Inventory movement I Columns
RECOM Reconciliation | 2 Rows I

Resource type Detail level

Material: Level:

i O Include beginning balance:
Indirect cost: O

Direct outsourcing: [
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Inventory value report generation

To generate an inventory value report, go to Inventory management | Reports |
Status | Inventory value | Inventory value. This is shown in the following screenshot:

Reports

I» Packing material
|» Base data

[» Transactions

> On-hand

Inventory by item group aging
Inventory by inventory dimension aging
lterns in quarantine
[> Physical inventory
4 Inventory value
Inventory value statement with standard cost breakdowns
Potential conflicts - inventory and general ledger
Inventory value
Intercompany goods in transit totals
Intercompany goods in transit transactions
Potential conflicts - work in process and general ledger

Shelf advice as of date

The inventory value report form, where we can select the required selection criteria
and filtration, is shown in the following screenshot:

Lo Inventory value report (1) I;Ii-
General | Batch

Parameters Inventory value
Identification Resource: 00001
1D: RECON ‘ *| Reference:

Date interval Resource group:

Date interval code: Number:

From date: 8172014 | Configuration:
To date: 8/31/2014 |Fg Colon
Style:
Size:
Site:

Current print destination

Printer:

Print destination: | Screen

The report identifier.
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As shown in the following screenshot (which denotes the report print out), the report
is divided into two sections — the first section represents the inventory submodule
values, and the second section denotes the ledger account amount and the difference,
if any:

1 of 1 - | 100% - Find | Next
Inventory value
Contoso Entertainment System USA
From 8/1/2014
To 8/31/2014
Inventory: Financial Inventory: Financial Inventory: Physical Inventory: Physical
Resource Reference quantity amount quantity posted amount posted
Material
CO0001 Ending balance 10.00 1,000.00 0.00 0.00
Material Totals 10.00 1,000.00 0.00 0.00
Sum Inventory: Financial  Sum Inventory: Financial  Sum Inventory: Physical  Sum Inventory: Physical
Report summary quantity amount quantity posted amount posted
10.00 1,000.00 0.00 0.00
Inventory
Ledger account Account name Amount Percent
1300301 Raw Material 1,000.00
Total 1,000.00
Discrepancy 0.00 0.00

Summary

In this chapter, we covered the business model of inventory costing based on the
business domain, the required configuration, and setup of Microsoft Dynamics AX
in the inventory management module, as well as the integration concepts with the
general ledger to map business requirements. The difference between the physical
and financial updates model of Microsoft Dynamics AX is the inventory transaction
with marking functions, in addition to recalculations and closing processes. We also
covered the inventory value report, its setup, and generation.

In the next chapter, we will cover financial dimensions and practice practical
reporting in Microsoft Dynamics AX.
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Dimensions

One of the major objectives of an ERP implementation is to provide clear business
insights that can provide support for the organization's top management in the
decision-making process. This requires analyzing the numbers, understanding
them clearly, and then being able to examine the same numbers from different
perspectives. Hence, a detailed structure is required to decide how an organization
wants to analyze their numbers.

In this chapter, we will cover the following topics:

* Understanding the concept of financial dimensions
* Understanding the ledger account segmentation
* Posting types in Microsoft Dynamics AX

* Exploring dimension reporting

Understanding the concept of financial
dimensions

The main source of financial reporting is the main accounts. The components of
financial reporting are a balance sheet, income statement, trial balance, cash flow,
and so on. The normal scenario is that the main account's balances do not mean
much when it comes to analysis. This is because the balance sheet account is a total
of the posted transactions' amounts, and it is required to be able to dig into this total
breakdown. In other words, it provides us with information on how this amount is
allocated, for example, among business units and departments. This allocation gives
the lowest level of analysis to break down the same balance for a main account by
more than one dimensional perspective.
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The following diagram shows the financial dimension allocation for the Main Account:

Financial Dimension

Sub ledger (Customer/Vendor,..)

Su Hger (Fixed assets, Banks)

&

i Main account 4

Cost center

Division

Business unit

Department

Financial dimensions provide us with a deeper analysis of the transactions posted
on the general ledger accounts, where the financial dimension gives the controller
an analytical view of the transactions that occurred on the expenses account. For
example, one can analyze the account balance according to the financial dimensions
assigned to the main account.

The Microsoft Dynamics AX 2012 financial dimension allows an organization to
reach the lowest level of breakdown and analysis. There are three main standpoints
to consider while discussing the financial dimension:

* The first standpoint is the required breakdown analysis for each main
account in the chart of accounts in order for it to be utilized at the
reporting level.

* The second standpoint is the controls and validations while doing the data
entry in order to certify that the keyed-in transactions are allocated to the
required dimensions before the transaction is posted. This directly affects the
accuracy of reporting.

* The third standpoint is the reconciliation between the subledger and the
general ledger, and the ability to break down the balance using the subledger
(customers, vendors, items, banks, and so on).
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These standpoints are shown in the following diagram:

Financial Dimension Standpoints

Reporting and analysis

Sub ledger - General ledger
reconciliation

The role of the Microsoft Dynamics AX consultant is to clarify the best usage of
financial dimensions to the concerned parties. The key process owners who ascertain
the financial dimensions' requirements are the Chief Financial Officer (CFO) and
the financial controller. The three main standpoints of financial dimension can be
summarized as follows:

* Reporting and analysis: This is used to identify reporting needs and
data entry results

* Data entry controls and validations: This is used for data entry filtration

* Subledger and general ledger reconciliation: This is used for reconciliation
of transactions between the subledger and the general ledger

The implementation team ascertains the financial dimensions' requirements during
the analysis phase to understand what the business needs are at the reporting and
analysis stage, and then identifies the required number of financial dimensions and
how to utilize these dimensions.

Microsoft Dynamics AX 2012 R3 supports an unlimited number
= of financial dimensions.

According to the business domain, every business needs to build the structure of
their chart of accounts and financial dimensions. They also need to identify which
subledger should be tracked at the general ledger level. To build the structure of the
chart of accounts and financial dimensions, follow the ensuing steps:

* C(Classify the required dimensions for each main account, whether it is
mandatory or optional.
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* Categorize the financial dimensions that are interrelated and are dependent
on each other to filter dimensions based on the previously selected value.

* Categorize the intra-related dimensions. These are not dependent on the
previously selected dimension.

Microsoft Dynamics AX 2012 supports the use of the existing subledger master
data to define financial dimensions. The following diagram illustrates the usage of
financial dimensions in reporting and analysis, in addition to reconciliation:

Microsoft Dynamics AX Financial Dimension

Reconciliation

Dimension |
(Accounts receivable)

Sub ledger
(Accounts receivable)

—————————— e — —

Dimension IlI
(Fixed assets)

Sub ledger
(Fixed assets)

The heart of a financial dimension is the chart of accounts, as shown in the previous
diagram. It should be carefully structured and set to the required dimension
validation of each main account. It is important to consider this structure of the
chart of accounts and dimensions' validation in the opening balance upload, as it
will affect reporting and analysis in addition to an automatic transaction, such as the
exchange rate adjustment.

Changing the financial dimension's structure and validation during
operations should be wisely planned, evaluated, and executed as it may
* affect some historical transactions and some automatic transactions
(for example, exchange rate adjustment, inventory adjustment, and
settlement). It is recommended that you apply it at the beginning of a
month when all historical transactions, along with the old structure and
validation, are closed.
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Understanding the ledger account
segmentation

The following section covers the newly introduced segmented ledger account entry
in Microsoft Dynamics AX 2012 and the financial dimensions' assignment in a one-
line voucher entry.

Segmented ledger accounts

Microsoft Dynamics AX 2012 introduced the segmented ledger account where the
main account and the financial dimension are combined in a single line. This gives
more flexibility and control to the data that is entered than the previous versions.

The data entries are considered as the major sources of information quality. During
the analysis phase, the implementation team exploring the reporting requirements
as well as the process owners and top management require reliable information,
and this information is generated by the data entry. It is required to control the data
entry to ensure that the entered data is formatted in the correct way. The application
consultant can fulfill these requirements to ensure the quality of data entry by
performing the following tasks: by defaulting some values from the master data
that are automatically populated in the transaction, by changing fields to be
mandatory for reporting, and by identifying the required financial dimensions to
the transaction level.

Microsoft Dynamics AX 2012 offers a very powerful entry mechanism that is built on
the account structure. The segmented entry control is a function that simplifies the data
entry and controls the complex combination of accounts and financial dimensions.

It is a simple cheat sheet window that gives the user hints on which segment should
be entered, in addition to the lookup for that segment.
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To access the general journal, navigate to General ledger | Journal | General
journal lines. The following screenshot shows the simple cheat sheet in detail:

:: Journal voucher (1 - ceu) - Journal: GenJrn, jou
New X Delete Post

Balance Total

; NoJournal type: Daily \illilﬁl

MainAccount les tax Period journal v Functions¥  Fixed assets¥  Inquiries¥  Print~ Q 0
Cash Advance returns ) e

Department it Budget check results

Journal: 000 | Journ} 000 Pervoucher
CostCenter
Per voucher 0.00 | Perv g 0.00

= T ExpensePurpose
Overview | General I Invoice ] Payment | Pa

[7] Date Voucher  Account type v scription Debit Credit Offsetaccounttype Offset account u

11/30/2... 00000038 Ledger £110101- - - vi Ledger

Financial dimensions entry

In this section, we will explore the further enhancement of segmented entries that
gives more flexibility to Microsoft AX 2012 to accommodate the one-line entry to
allocate the segments. This was followed in previous versions of Microsoft Dynamics
AX, where the default application assigned dimensions to both the sides (debit

and credit), enforcing the end users to use the double-line entries to have different
financial dimensions for each side.

Microsoft AX 2012 covers this point completely. If an entry is created in a one-line
style, the voucher created is that of a debit (vendor) or credit (bank) and requires
the assigning of different segments. Here is a new feature where we will be able to
assign different financial dimensions for Account and Offset account. Navigate to
General ledger | Journals | General Journal, and then go to Lines. In the general
journal form, click on the Financial Dimension button. There are two options here,
Account and Offset account, as shown in the following screenshot:
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T
ﬁ ENew X Delete Posty  Validate

Financial dimensions ¥

|Sa|estax Period journal ¥ Functions¥  Fixed assets¥  Inquities¥  Print¥

Balance Total debit
Journal: 0.00 | Journal:
Per voucher: 0.00| Per voucher:

1
1

Account
Offset account

Payment: fee account

Budget check results

A

| 1,000.00

Overview | General | Invoice | Payment | Payment fee [[Fixed assets | Remittance [ 1093 | History |

[] pate Youcher Account type  Account
9(3/2012 00000376 Vendor 1001

Description Debit

d

e 100000

Enter account financial dimensions

Select offset account dimension values for ceu

BusinessUnit: 20
CostCenter:
CustomerGroup:
Department: koo
ItemGroup:

Yendor:
VendorGroup:

Worker:

| v Car Audio & Yideo

|v Projects
|v
|~
|v
|v

Credit  Offset acco...
Bank.

Offset account
USA OPER

[0

Creating financial dimensions

There was an obstacle facing the implementation team in assigning master data to
financial dimensions such as vendors, customers, fixed assets, items, and banks, and
the best-case scenario to tackle this is an automatic (online) assignment in order to
keep consistency of assigning the default financial dimension to the master data.
The solution for this requirement is that it will either be maintained manually or by
an automatic trigger (customization). Microsoft Dynamics AX 2012 has bridged this
gap. Microsoft Dynamics AX 2012 has two types of financial dimensions, as shown

in the following diagram:

User Defined Dimension

System Defined

Dimension

Microsoft Dynamics AX Financial Dimension Types
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The first type is the user-defined dimension, which was used in Microsoft Dynamics
AX 2009 to allow users to add an unlimited number of dimensions (business unit,
cost center, purpose, profit center, and so on) as per the outcome of the analysis. The
second type is the system-defined dimension. It helps in assigning the master data to
newly created dimensions such as vendors, customers, fixed assets, and items.

The steps to create a new dimension are as follows:

1. Navigate to General ledger | Setup | Financial dimensions as shown in the
following screenshot:

4 Financial dimensions
Financial dimensions
Financial dimension default templates

2. Within Financial dimensions, navigate to Financial dimensions, as shown
in the following screenshot:

4 Financial dimensions (1)
SENew X Delete ,\ Financial dimension values Translations  Main account translation

Dimension name  ~ Report column name Use values from:
CostCenter COST_C
CustomCostCenter CSTCTR
CustomCostCenters Costc

Cost centers
Dimension name: CostCenter
Report column name:  COST_C
CustomCostCenterB Costc Administration

CustomCostCenterC Costc
CustomDepartment DEPTID

Dimension value mask:

3. Create a new financial dimension by clicking on New in the Financial
dimensions window, as shown in the following screenshot:

& Financial dimensions (1)

& 45 New | X Delete . Financial dimension values Translations  Main account translation
Dimension name = z Nl tae P
| Create new dimension detail [ values from: Workers
CosRCenter CoSTC Dimension name: Worker

CustomCostCenter CSTCTR
Report column name:  WORKEI
CustomCostCenterd Cost c
CustomCostCenterB Cost ¢ Administration
CustomCostCenterC Cost c

CustomDepartment DEPTID

Dimension value mask:
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4. Select the dimension type.

5. If you want to add a user-defined dimension, select <Custom dimension>,
as shown in this screenshot:

4FNew € Delete

-~

Main account translation

Dimension name 4
CostCenter
CustomCostCenter
CustomCostCenterd
CustomCostCenterB
CustomCostCenterC
CustomDepartment
CustomDepartmentd
CustomDepartmentB
CustomDepartmentC
Customer
CustomerGroup
CustomPurposed
CustomPurposeB
CustomPurposeC
Department
ExpensePurpose
Item

Purpose

Resource
ResourceGroup
Vendor

VendorGroup

Worker

Report column name
COST_C
CSTCTR
Costc
Cost c
Costc
DEPTID
Depart
Depart
Depart
Custmr
CUsST_G
Purpos
Purpos
Purpos
DEPT
EXP_PU
Item
Purpos
RESRCE
RES_GR
YNDR
YND_GR

WORKER

Use values from:
Dimension name:

Report column name:

Administration

Dimension value mask:

Bank accounts
Business units
Campaigns

Cost centers
Customer groups
Customers
Departments
Expense purposes
Fixed asset groups
Fixed assets
Item groups
Items

Jobs

Legal entities
Positions

Project contracts
Project groups
Projects
Prospects
Resource groups
Resources

N\,

m
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6. Enter the user-defined dimension list and configure the dimension value
by its dates of activation and/or suspension by filling in the Active from,
Active to, and Suspended fields, as shown in the following screenshot:

Translations ~ Main account translation O @

e New X Delete E\ Financial dimension valua Set up hierarchies

Dimension ... | Use values from: < Custom dimension > v
ProfitCenter
Dimension name: ProfitCenter
Report column name:
5 Financial dimension values (1 - usmf) - Dimension name: ProfitCenter, Dimension name: ProfitCenter | = | & [IBGH |

[( New] 7< Delete [z External codes

Translations

o e

ProfitCenter

Dimensionvalue “  Description Dimerisiprvaie CON
CON Consultancy -
Description: Consultancy
Select the level of dimension value to display: | iRy v
Companies: - |
4 General
~Z
Active from: ﬁ Group dimension: l:
Active to: = Calculate total from multiple dimension values: []

Suspended: [] Do not allow manual entry: O

Owner: I | v ‘ Require the dimension value to be balanced:  []

7. Select the subledger values, for example, Customers. Then select the financial
values called from the customer's master data and configure the dimension
value by its dates of activation and/or suspension. The Financial statement
formatting and Cost accounting fields only show when the level of
dimension display is selected at company level instead of shared level.

o}

-’;;} New X Delete

W £3 T S
. Financial dimension values

Financial dimensions (1)

Set up hierarchies Translations ~ Main account translation

Y]

Description
i Mohamed Aamer

Description:

| Dimension name | (jce valyes from: Citore
e Dimension name: Custom]er I
&R Financial dimension values (1 - usmf) - Dimension name: Customer, Dimension name: Customer
/< (] External codes
Customer

Dimension value:

00001

Mohamed Aamer
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Configuring the account structure

The account structure's configuration identifies the required dimensions for the main
account. The account structure is attached to the company's ledger setup (refer to
Chapter 1, Getting Started with Microsoft Dynamics AX 2012). As you can see in the
following diagram, an account structure is a combination of the main account and
financial dimensions:

Microsoft Dynamics AX account structure
Main account Financial gimension

[

Department Customer

Account structure

Microsoft Dynamics AX 2012 provides flexibility to add the account structure for the
main accounts with any combination of financial dimensions.

Navigate to General ledger | Setup | Chart of accounts | Configure account
structures to configure the account structures. As you can see in the following
screenshot, Configure account structures should be in the edit mode to be edited:

E:l Configure account structures (1)
Manage
V) = s, Relationships —]— v
> - Duplicate~ 53 Advanced rule zl o SO o]
3 Account Bud i | Chart of Alias
D structurev | (& Budgetplanning rules 50 o e
Maintain New Set up Accounts
— MainAccount BusinessUnit Customer
® AccountStructure
(Acc t(:\l::) chtint 120" <all values> <all values>
130* o <all values> <all values>
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Add a segment (financial dimension) to the account structure that is already defined
(regardless of whether it has user-defined or system-defined dimensions) by clicking
on the Add segment option, as shown in the following screenshot:

MainAccount BusinessUnit e Add segment

120* g <all values> T

Add segment

130* yH o <all values> ¥ | Create a new financial dimension or select an existing financial
dimension to add as a segment to the account structure.

CostCenter -
CustomCostCenter

CustomCostCenterA

CustomCostCenterB

CustomCostCenterC

CustomDepartment

CustomDepartmentA

CustomDepartmentB

CustomDepartmentC

CustomerGroup

CuctamearSihlansr

m

Add segment

1
< The green tick shown in the preceding screenshot needs
to be checked in order to activate the proper segment.

Microsoft Dynamics AX 2012 provides an option to identify the main account by
identifying one specific account and/or a part of the main accounts. This is done by
selecting Specify which values are allowed, as shown in the following screenshot.
This provides the availability to use the filtration option.
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# Add segment

MainAccount BusinessUnit Customer
120¢ g <all values> Lg <all values>
| 130~ i g I o <all values> T <all values >
L 4| Microsoft Dynamics AX (1) ==

Which values are allowed for the MainAccount field

r@r Specify which values are allowed

$% Where MainAccount ¥ beginswith ¥ 130

¢ Add filter
A\

[ ok ][ concel |

As you can see in the following screenshot, it is possible to arrange the order of the
dimensions by moving the segments to the left or right, or by right-clicking to

move the segment:

MainAccount BusinessUnit ‘ Custo

€= Move left
= Move right

120* T <all values> k. du

130 b 4 ~f <allvalues> T s
/< Delete
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Accepting a blank (null) value in the dimension is possible. The feature of accepting
a value or keeping it blank is introduced in Microsoft Dynamics AX 2012, and it is
allowed for users to leave the dimension blank, as shown in the following screenshot:

LL Microsoft Dynamics AX (1)
Which values are allowed for the BusinessUnit field

Specify which values are allowed

Allow blanks: [¥]

[ ok || cancel |

To apply the account structure configuration, it must be activated as shown in the
following screenshot:

L? (_) Validate ®=fl Rename~¥
_’) Restore - Duplicate~

Activate ;
#< Deletev

Advanced rules structure

There is a limitation in the account structure —you can have only ten dimensions,
but more dimensions may be required. The Advanced Rules Structure can add an
unlimited number of dimensions. The concept of the advanced rules structure is
to create an advanced rule structure record, add the required segments to it, and
activate it. This also involves attaching it to the account structure. The following
diagram illustrates the concept of advanced rules structure:
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Advanced Rules Structure

Account Structure

S

Advanced Rule

Sz

Advanced Rules Structure

In order to create an advanced rules structure, navigate to General Ledger | Setup |
Chart of accounts | Advanced rules structure, as shown in the following screenshot.
Click on the New button to create a new record. Now, in the right-hand corner of
the window, click on Add segment to add dimension segments, and then click

on Activate.

[ Advanced rule structures (1) =10 Setup

m i New~ 7< Delete~ I Activate (j Restore 4 Duplicatev 1| @ General ledger parameters
General ledger workflows

L Advanced rule structure . Advanced rule structure: | ARS g
: ARS Ledger
2 - *  Description: Adanced Rile Structure Ledger reasons

Project ;

Retail ARS (Draft) Fiscal calendars

TST > Currency

Customer &P Add segment 4 Chart of accounts
e Chart of accounts
<all values> T

Configure account structures

Advanced rule structures

Main account categories

In order to attach the advanced rule structure to the account structure, navigate
to General ledger | Setup | Chart of accounts | Configure account structure on
the account structure form. Ensure that it is in the edit mode, and then click on
Advanced rule in the ribbon. Create a new record by clicking on the New button.
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After entering the ID and description in the right-hand corner under the Advanced
rule structures tab, click on Add and select the Advanced rule structure value. Then
make sure you activate the account structure configuration.

P @Validate =] Rename ¥

Configure account structures (1)

3@, Relationships

i

® Manufacturing B/S

(Draft) 100000.399999 7 .4

o <all values>

L.g

o <all values>

%) Restore [ Duplicate~ . =8 Advanced rule == [P
Activate D - Account B z | Chart of Alias
7< Delete structurev | & Budgetplanning rules | o 4
Maintain New Set up Accounts
- o
[~ MainAccount BusinessUnit Department Add segment

e Newv X Delete

f) Restt;re

Advanced rules (1 - usmf) - Dimension tree name: Manufacturing B/S..»JLli-

0 e

-

Advanced .

Advanced rule:

AR

[« Advanced rule structures |

2 Add v

ARS

K Remove

Advanced rule structure

Name: Advanced Rules
Account structure: | Manufacturing B/S |
Status: Draft |
Draft:

¢ Add filter

Advanced rule structures

Name
Adanced Rule Structure

This allows the system to add extra dimensions based on the advanced rule
structure. If you navigate to General Ledger | Journals | General journal in the
voucher line, you'll see the Customer dimension, which is defined in the advanced

rule structure:

S New X Delete Postv  Validatev  Financial dimensions~
Balance MainAccount
Journal: 0.00 Petty Cash ) )
BusinessUnit
Per voucher: 0.00
Department
Display journal lines:
Customer
Overview | General I Invoice I Payment
[] Date Voucher Accountt...| v
1/1/2014 GNJLODO... Ledger 10180 - - - v

[280]




Chapter 9

Fixed dimension

In some cases, there is a business requirement to fix a particular dimension on a
specific main account. A fixed dimension is on a company level. In order to activate the
fixed financial dimension, the account should be specified for a particular company.

In order to set up a financial dimension on the main account, navigate to General
ledger | Setup | Chart of accounts, and then select the account structure. Then click
on Edit. This will open the main accounts in the edit mode. As shown in following
screenshot, select a specific account, then select Companies in Select the level of
main account to display, and then select the company ID in the Companies field.
This will show the Financial dimension tab.

Here the dimension could be Not fixed, which means the dimension value will be as
proposed, or Fixed value, which means the dimension value will be always used for
this main account. When we select a fixed value, a dialog box will always pop up.

E #New  3j Newfromtemplatev X Delete | //Edit | Translations

Main account +  Name

Main account: 110180 Name: | Petty Cash

110180 | Petty Cash
- ! Select the level of main account to display:
Companies: USMF v] [EE~]
General
> Setup

Management Reporter
Financial statement
4 Financial dimensions

Default financial dimensions Microsoft Dynamics X
BusinessUnit: | 001 v | Home Notfixed v
: = One or more financial dimension values are marked as fixed. All future —— ;
CostCenter: v | N it postings to main account 110180 will include these if their dimensions Notfixed  v/|
Gk are specified in the account structure and pass validation. Do you want 7
ustomer: v t b tartinie Notfixed v/
Department: | 022 « [ Sales & Marke [Fixed value v]
ltemGroup: v Notfixed |
Project: v Notfixed v/
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The result of this setup when we create and post the general journal looks like what
is shown in the following screenshot. Navigate to General Ledger | Journals |
General Journal, but do not select the Department value with the 110180 account.
Now post the journal. Under the voucher inquiry, the system fixes the Department
dimension value on the account as per the main account setup.

m 7 Financial dimensions¥  Salestax  Period journal¥  Functions™¥

Balance Total debit Total credit Budget check results

Per voucher:

Journal: 0.00 | Journal: Journal:

Per voucher: 0.00 | Pervoucher: Per voucher:

Display journal lines: | All

Overview | General | Invoice | Payment I Payment fee | Fixed assets | Remittance | History

[] Date Voucher Accounttype Account Description Debit Credit Offseta.. Offsetaccount
1/1/2014 LG_0001 Ledger 110180-001--CUST001 100.00 Ledger 112000-001--CUST001

Account and financial dimension details

Segment Value  Name
7 7 MainAccount 110180 Petty Cash
o8 Voucher transactions (1 - usm BusinessUnit 001 Home
Transaction origin Transactions Department 022 Sales & Market..
Goconc lzeneral A ‘ Customer CUST... Mohamed Aa...
[] Journal number Voucher Date “ VYearclosed Ledgeraccoint Currency ~ Amount in transaction currency  Amou A
[] 013857 LG_0001  1/1/2014 | 110180-001-022-CUST001 : USD 100.00 100.00 |=
013857 LG_0001  1/1/2014 112000-001--CUST001 usD -100.00 100.
< m >

Posting types in Microsoft Dynamics AX

In Microsoft Dynamics AX, there are two ways to post transactions to the main
account. The first type is through the posting profile, which represents the
integration point between the general ledger and subledger, and generates the
financial entries automatically according to the posting profile's setup. The second
type is the journal entries, which post directly to the ledger accounts.

The posting profile concept

Posting profiles are the point of integration between the subledger (fixed assets,
accounts payable, inventory, banks, accounts receivable, project, and production)
and the general ledger. The posting profile is a set of main accounts that are used to
generate the automatic ledger entry in which a transaction has occurred. It is possible
to select different main accounts for each type of subledger transactions. Microsoft
Dynamics AX offers flexibility in setting up posting profiles. Posting could be on
three different levels:
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All: Any transaction occurring on any subledger such as customers, vendors,
and/or items will be redirected to the main account, which is assigned to all
the customers, vendors, and/or items

Group B: Any transaction for a particular customer, vendor, and/or item
inherits the posting profile of the customer, vendor, and/or item group to
which they are assigned

Table: Any transaction that occurs for a subledger, vendor, and/or item will
be directed to the ledger account, which is assigned to the posting profile

Subledger posting profile General ledger

|
|
|
|
|
|
|
|

All —{—» Ledger account 100
|
—Group B —— { Ledger account 101

—_Table

—1|—> Ledger account 102

The common question during the design phase is which level out of All, Group B,
and Table will prevail over the other levels. Customers can be assigned to a specific
group, but in some exceptions, the customer should be directed to another ledger
account. The lowest level of all is Table, which specifies the customer ID and will
prevail over Group B and AlL

To access the posting profile, navigate to the following paths:

For the Accounts payable posting profiles, navigate to Accounts payable |
Setup | Vendor posting profiles

For the Accounts receivable posting profiles, navigate to Accounts receivable
| Setup | Customer posting profiles

For the inventory posting profile, navigate to Inventory and warehouse
management | Setup | Posting | Posting

M The ledger accounts specified in the posting profile must not allow a
manual entry to be created in the general ledger, in order to preserve
the integrity between the general ledger and subledger.
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Journal posting

The journal model in Microsoft Dynamics AX is a journal header that contains
voucher lines. Here, the default data in the journal name (header), such as currency
and sales taxes, is copied to the voucher lines. This data can also be changed in the
voucher lines. Every subledger has its own journal name based on the transaction
type. Navigate to General ledger | Setup | Journals | Journal names to access the
journal names.

The voucher line can be a ledger account, vendor account, customer account, fixed
asset, bank, or project. If the selected account is an option other than the ledger
account, the subledger posting profile will direct the posting to the ledger account.

The journal posting elements are the information listed as follows:

* Journal posting controls: The journal posting controls consist of embedded
controls that cannot be changed or avoided. The voucher balance and other
controls form the basic setup for each journal name that can be applied at any
time. This can be explained as follows:

o

Voucher balance and journal balance: The basic accounting
principle, which is a financial entry, must be balanced so that the
debit side is equal to the credit side. Microsoft Dynamics AX prevents
posting any transaction if there are any discrepancies between the
transactions sides (debit or credit). This validation occurs on the
voucher line as well as the journal.

Transaction date: The balance voucher must be posted on the same
date as the transaction sides (debit and credit). Microsoft Dynamics
AX applies the concept of one-line voucher entry and two-line
entries. This control is validated if the entry appears on two lines.

Offset account: Fixing an offset account on a specific journal will
prevent users from changing or modifying the offset account on
the voucher line. It can be a proposal and it may be changed at the
transaction level.

* Blocking the journal name: During the daily operations on the journal
entries in Microsoft Dynamics AX, whether these journals are related to the
general ledger, fixed assets, accounts payable, accounts receivable, inventory
journals movement, transfer journals, or BOM, it is normal to have more than
one journal name under the same journal type. Each journal name serves a
specific business transaction based on the business requirements gathered
in the analysis phase. Microsoft Dynamics AX gives this control to a private
user group in the journal name configuration. This allows the use of that
journal only for the appropriate user group.
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* Journal approvals: Approval controls on the general ledger journals are
divided into two levels. The first level is the one-step approval, and the
second level is the workflow approval. The workflow approval requires an
automatic batch job to run at a specific interval in order to ensure that the
approvers receive the documents that require approval. The two levels of
approval can be explained as follows:

°  One-step approval: This is considered as a simple configuration for
the journal's approvals, as it assigns a user group to be the approval
group for a specific journal name.

°  Workflow approval: This approval needs to configure a workflow
approval step. This gives you the flexibility to add a complex
approval matrix that will be triggered if the condition, which is
configured in the workflow occurs on the journal. Thus, the
workflow approval offers more control on journal posting.

Exploring dimension reporting

Overall, this chapter covers the financial dimension model from business and
application angles. The required configuration for main accounts and the account
structure directly affect the accuracy of the data entered, by controlling the
dimensions' selection and validation.

The following section will explore the financial dimensions' reporting capabilities
in a trial balance and dimension statement.

Financial dimension sets

Financial dimension sets are the result of reporting the transactions based on financial
dimensions. They can be a combination of more than one financial dimension.
Financial dimension sets are initially designed, along with the designing of financial
dimensions in the design phase, to accommodate the reporting perspective, and they
can be extended during the operations.
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As you can see in the following diagram, the financial dimension set is used as a
focal point in reporting, where it will be able to analyze numbers by one dimension
focus or more than one focus:

Microsoft Dynamics AX financial dimension focus

I Main account 1200 ]}-| Main focus

| Account balance 1200

Identify the financial dimension set by selecting one or more dimensions from
Available financial dimensions. The selected financial dimensions are used for
analysis. The analysis could be, for example, Main account + Department or Main
account + Department + Cost Center, as shown in the following screenshot:

'.‘] Financial dimension sets (1)
i New X Delete Rebuild balances  Update balances
Financial dimension set Name Financial dimension set: ACC
ACS L edgetaccolnt Name: Ledger account
Acc-CU-cee Account - Cost unit
cc e Update balances during the posting process: g
" P " N
CC+ACC Cost center & ledger account 4 Financial dimensions
CC+ACC-cec Cost center & ledger account Selected financial di Available financial di
CC+PUR Purpose - Cost Center #2 MainAccount 412 CustomDepartmentA
<

CC+PUR-cec Purpose - Cost Center #l2 CustomCostCenterA
CC-cec Cost center ilZ CustomPurposeA
CostPur-cee Cost purpose defined #Z. CustomDepartments
CU-cee Cost unit focus 4 CustomCostCenterB

12 CustomP B

»» | | 34 CustomPurposel
Dep-cee Department focuses‘ ‘ . 12 CustormDepartmentC
Dep-CU-cee Department Cost unit defined 12 CustomCostCenterC
DEPT Department 12 CustomPurposeC
DEPT+CC Department & cost center :
PUR Purpose TR
\ ainAccount >

To access the financial dimension sets, navigate to General ledger | Setup |
Financial dimension | Financial dimension sets.

Trial balance is one of the major financial reports where the trial balance report will
be able to generate a transaction's trial balance for all the main accounts. In Microsoft
Dynamics AX 2012, this report is converted to a form.
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To access Trial balance, navigate to General ledger | Common | Trial balance, as
shown in the following screenshot:

Common

Main accounts

iTrial balance

Identify the reporting date of the trial balance by entering the following dates:

* From date: In this field, enter the start date of the report date range

* To date: In this field, enter the end date of the report date range

9 Xz
Refresh Export to
Microsoft Excel

Parameters
v

Select balance parameters

Select how to display balance information in the list page.

Posting layer: Current =

Include opening transaction amounts in detail: []

Closing transactions: ]

Date interval: | v
From date: 1/1/2013 =
To date: 12/31/2013) |
Budget model: |v

The date range of Trial balance should be within one fiscal year. Thus,
the info log message should be displayed in the following format: From
date is in fiscal year 20XX. To date is in fiscal year 20XX. Dates must be
Lo~ in the same fiscal year.

For example, From date is in fiscal year 2010. To date is in fiscal year 2010.
Dates must be in the same fiscal year.
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Identify Financial dimension set as a focus option, as shown in this screenshot:

Trial balance ~ Ty Ledger account
Financial dimension set: ACC ’v I
"] Ledger account Op Dimensionset = Name = Closing bal
= {ACC i Ledger account
0101 Acc-CU-cee Account - Cost unit ‘ 1’0(31 =
110110 CE Cost center =| '2,15:%
130100 CC+ACC Cost center & ledger acc 829,060,85‘7
130300 CC+ACC-cec Cost center & ledger acc L
131300 CC+PUR Purpose - Cost Center 5
140150 CC+PUR-cec Purpose - Cost Center ¢
140650 CC-cec Cost center P
140720 CostPur-cee Cost purpose defined 7
140820 ‘Cl‘J-cee = Cost unit focus " Y 6~
< | | 2 ;
0101
Dimension name  Dimension value  Name

Trial balance is broken down by the selected Financial dimension set, as shown in

the following screenshot:

% Trial balance ~ Type to filter Ledger account
7 Financial dimension set: Acc-CU-cee v
I”] Ledger account Opening balance Debit Credit  Closing transactions  Closing balanc
I . . . . . i
0101-00000002- 0.00 1,200.00 0.00 0.00 12000

Trial balance contains the following information:

* Ledger account: This shows the main account or the account

structure dimension.

* Opening balance: This shows the opening balance amount after closing

the fiscal year.

¢ Debit: This shows the transaction of the amount debited on that
account (monthly movement).
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e Credit: This shows the transaction of the amount credited on that
account (monthly movement).

* Closing balance: This shows the closing balance for that account at the
end of the fiscal period. The date range is calculated as the sum of the
net difference and the opening balance.

As you can see in the following screenshot, the Dimension statement is the
most commonly generated report by the controller to examine the main balance,
along with the dimensions' allocation. Navigate to General ledger | Reports |
Transactions | Dimension statement to access the dimension statement.

Reports

Audit trail
Base data
External
Journals
Project
Reconciliation
4 Transactions
Balance list
Cash inflow vs. cash outflow chart

mension statement

Expected cash in the next x days chart

The financial dimensions' report filtration identifies the following parameters:

Parameter Description

Primary financial This is used to select the primary financial dimension set
dimension set for the report.

Secondary financial This is used to select the secondary financial dimension
dimension set set for the report.

. This is used to select the current date interval for the
Date interval

report.

This is used to enter or select the start of the date range to
From date . .

print transactions for.

This is used to enter or select the end of the date range to
To date

print transactions for.
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Parameter

Description

New page

Select this checkbox to insert a page break between
each account.

Posting layer

This is used to select how the posting layer or
combination of posting layers should be included for the
selected column such as the following;:

Current: This column will contain transactions that
are included in the current posting layer

Operations: This column will contain transactions
that are included in the current posting layer or the
operations posting layer

Tax: This column will contain transactions that are
included in the tax posting layer

Operations minus tax: This column will contain
the net transactions from the operations posting
layer minus the tax posting layer

Only operations: This column will contain
transactions that are included in the operations
posting layer

Only tax: This column will contain transactions
that are included in the tax posting layer

Operations plus tax: This column will contain
transactions that are included in the operations
posting layer or the tax posting layer

Total: This column will contain transactions
that are included in the current posting layer,
operations posting layer, or tax posting layer

Include the opening
transaction amounts in
detail

Select this checkbox to include the opening transactions
from the line of the report that lists the opening balance.
Opening transactions are displayed in the report details.

Closing transactions

Select this checkbox to display the closing transactions.
Clear this checkbox to display the closing transactions
in the closing balance in the summary form.
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The following screenshot shows the Statement by dimensions report query:

[+ Statement by dimensions (1) || (S|
General | Batch
Parameters Cash flow forecasts
Financial dimension set Date:
T tions: g
ransactions: =
Primary financial dimension set: CC-cec |v Current prit destination
Secondary financial dimension set: DEPT |v Printer:
Group per secondary dimension set: ] Print destination: Screen
Date interval: | v
From date: 7/1/2012 =
To date: 5/31/2013 i
Page layout
New page: E
Printout
Specification: Total ~
Posting layer: Total pod

Sales tax specification:

Offset account:

Currency total:

Empty periods:

Without transactions: [}
Include opening transaction amounts in detail: [7]
Include closing: E

Include reversed: [}

[ ok 1[ concet |
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As you can see in the next screenshot, the dimension statement breaks down the
account balance by department:

1_;:] Statement by dimensions (1)

Options

1 of 1 W | H- | 100% - Find | Next
Ledger statement by Cost center

Contoso Entertainment Systems (West)

[CC-cec Name \

Date DEPT Description Amount in accounting currency Accumulated
Debit Credit

12/28/2013 Opening balance 0.00

12/28/2013 00000024 1,000.00 0.00 1,000.00

12/28/2013 00000025 200.00 0.00 1,200.00

12/28/2013 Ending balance 1,200.00

Summary

In this chapter, we covered the business concept of financial dimensions and
segmentation of ledger accounts. We also covered Microsoft Dynamics AX posting
profile types, journal posting and its controls, and financial dimensions reporting.

In the next chapter, we will explore financial reporting and analysis, planning
reporting needs, information source blocks, and discovering Microsoft
Dynamics AX reporting options.
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Exploring Financial Reporting
and Analysis

The main principles of reporting are the reliability of business information and the
ability to get the right information at the right time for the right person. Reports
that analyze ERP data in an expressive way represent the output of the ERP
implementation. Reporting is considered as the cream of the implementation and
the next level of value that the solution stakeholders should aim for. This ultimate
outcome results from building all reports based on a single point of information.

In this chapter, we will cover the following topics:

* Planning reporting needs for ERP

* Understanding the information technology value chain

* Understanding Microsoft Dynamics AX information source blocks
* Discovering Microsoft Dynamics AX reporting

* Reporting options

* Reporting currency

Planning reporting needs for ERP

The Microsoft Dynamics AX implementation teamwork should challenge the
management's reporting needs in the analysis phase of the implementation with

a particular focus on exploring the data required to build reports. These data
requirements should then be cross-checked with the real data entry activities that
end users will execute to ensure that business users will get vital information from
the reports.
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On several projects, there are no well-defined reports except the financial reports

(trial balance, income statement, and balance sheet) that are in place during analysis.
Later, for live operations on such projects, the implementation team determines the
need for more data and starts chasing the required information inside the application
by completing the missing information and fields, and/or redesigning the data entry
process. This may lead to an increase in the data entry time due to additional steps

for data validations and the surprise discovery that there are not enough end user
resources to execute the updated requirements. Hence, there should be a balance
between the sum of required data entry values that directly affect the reporting quality,
and the total number of end user resources that perform the data entry process.

Another word of caution is that the solution architect may recognize during the
operation that some transactions are performed by one end user, but typically, these
transactions are performed by two or three end users to attain the segregation of duties
and control. For example, in the procurement cycle, there is one user who creates the
inventory item, purchase order, and reception, but these transactions are normally
performed by three different users. In this kind of resource-constrained situation,

the segregation of duties and control concepts are breached, and the ERP solution is
negatively impacted for the end users and key users. In these situations, the root cause
of the concern is not the functionalities of ERP but the lack of allocated resources.

The two other important models of reporting are as follows:

* Pulling reports: Pulling of reports refers to the active requesting of
reports by operational managers for the lowest transactional level such
as purchasing, warehousing, sales, marketing, and financial entries.
The middle management layer will pull reports to serve procurement,
commercial/sales, and controllership.

* Pushing reports: Pushing of reports refers to the Business Intelligence (BI)
capabilities that serve the top management, such as offering KPIs, balance
score cards, and analytics/comparison views.
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The various reporting levels of Microsoft Dynamics AX are shown in the

following diagram:

Microsoft Dynamics AX reporting levels

Business
Intelligence

Power view
SSAS

Top
management

Management
reporter

Financial
reports

Sales and
marketing

Excel services
SSRS

and sourcing reports

Operational

Sales

Warehousing

Financial
entries

Marketing Purchasing

Microsoft Dynamics AX 2012 R3 and the supporting Microsoft technology stack offer
a diversity of reporting capabilities, including ad hoc reports for the transactional
level, developed by Microsoft Excel 2013, Excel Services, and Microsoft SQL Server
Analysis Services (SSAS). The Microsoft Dynamics Management Reporter offers
the controllership in the middle management the ability to create and run financial
reports. For the BI solutions built for Microsoft Dynamics AX, customers should
begin with Excel Power View, SSAS, and PerformancePoint Services in SharePoint.
The different levels of management are as follows:

Operational management: The operational managers are involved in
monitoring the performance of each business unit and managing employees

Middle management: The middle managers are focused on the internal
firm's performance, including revenues and costing management, resource

allocation, and the development of short-term plans

Top management: The top managers are focused on strategic business
decisions that affect long-term plans, future performance, and the firm's

overall objectives
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Understanding the information
technology value chain

In this section, we will explore reporting and data management in ERP from the
management's information system perspective, with its dependent layers.

The model of a management information system is most applicable to the Information
Technology (IT) manager or Chief Information Officer (CIO) of a business. Business
owners likely don't care as much about the specifics as long as these aspects of the
solution deliver the required results. The information technology value chain is shown
in the following diagram:

Information management value chain

Technology platform

Management information system

Infrastructure

ERP implementations in enterprises have multiple components for successful project
delivery. The most common element is addressing business requirements at all
enterprise levels from basic IT infrastructure to user interface technology.

Infrastructure

Infrastructure is vital and ensures the reliability of the solution, assuring the
availability of daily business operations. It must also be able to sustain an agreed
level of uptime.
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Hardware sizing depends on elements as well as a number of transactions, users,
locations, and the available connectivity for each location. The infrastructure must
also meet the architectural requirements of the servers that will ride the application,
database, and reporting.

Beyond the live production planning environment, each company should consider
building at least three different environments, as follows:

* The first is a development environment for testing customizations and the
new functionalities.

* The second is a training environment that is a replication of the live
environment and can accept tested updates from the development
environment.

* The third is a live production environment for live transactions. It is similarly
important to consider clustering and load balancing.

Having a single reporting server improves the reporting performance with SQL
Server Business Intelligence reporting or SQL Server Reporting Services (SSRS).
Furthermore, there are automatic batch jobs for notifications, alerts, and running
special processes that set more load on the application server. Therefore, assigning
these batch jobs to a separate server is favored. Depending on the industry,
external access to Microsoft Dynamics AX can have an important impact on server
performance. For example, for external access from customers and vendors, a
retail business should consider an integrated e-commerce solution with Microsoft
Dynamics AX.

Database management

The relational database (Microsoft SQL Server) that stores all the ERP-related
transactions is known as Online Transactional Processing (OLTP). For Bl reporting
with a SQL Server, SSAS can store the aggregations, measures, and dimensions. This
results in a higher performance in querying reports. It is also important to consider
backup and restore strategies.

Reports from Microsoft Dynamics AX are based on the SSRS approach that has been
standardized with Microsoft Dynamics AX 2012.

Business processes

The comprehensive business processes will reflect the data requirements. The design
of a business process should identify the data owner, and where and when the data
was captured.
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Business processes are transformed into business functions in Microsoft Dynamics
AX. The applied access rights for users' security ensure the segregation of duties,
data ownership, and accuracy of data validation. Similarly, the approval matrix in a
workflow will define the control mechanisms in the business processes such as the
required management approvals.

Business Intelligence

It is often useful to analyze and measure a company's business results against
industry benchmarks and best practices as a technique to develop the most valuable
indicators and reports.

The richness of Power View and Excel Services gives the Microsoft Dynamics AX
2012 Enterprise Portal significant power to perform analysis and increase business
insights more than any earlier release could.

Frontend

The frontend pinpoints the devices that the organization will need to access

the applications that are being used. The most commonly used device in many
organizations is still the laptop. More widespread access from numerous locations
over the Internet may require more planning for mobile devices (cellular phones,
handheld devices, and tablets). For example, Microsoft has introduced Microsoft
Business Analyzer for Windows 8 that gives access to the high-level reports of charts
for Microsoft Dynamics AX.

Understanding Microsoft Dynamics AX
information source blocks

In this section, we will explore the information sources that eventually determine the
strategic value of Bl reporting and analytics. These are divided into three blocks. The
first block is the detailed transaction level, the second is BI, and the third is executive
decisions. These three blocks are explained in the following sections.
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Detailed transactions block

At its roots, BI depends on capturing accurate transactional data from business
processes at the first level of detail and transforming these processes into a regular
flow of meaningful entries in an ERP solution such as Microsoft Dynamics AX.
Application consultants should consider the reports that are required by the
customers and certify that the required data points are captured through the
recording process for daily transactions. Whenever possible, the application
consultant has a responsibility to also challenge the business process owners about
the process, as it relates to using the data to make changes to optimize the business.
The following diagram shows the detailed transactions block:

Business process management | Daily transactions entries
GL - FA - banks - procure to pay - cash to sell - costing - budgeting

Transactions

In some projects, consultants split their attention between business process
workshops during business requirement gathering in the analysis phase, and the
establishment of the data structure in forms during the design phase. It is vital to
document the business process including the start point, end point, comprehensive
steps of the process (if needed), the data path in each step, and exceptional cases
for each process. On the other hand, the forms are a transformation of the business
processes into the real work activities of employees (fields, grids, buttons, multiple
selection, and so on).

The main processes that should be addressed in a typical ERP implementation
include banks, fixed assets, procure to pay, cash to sell, costing, and budgeting,
with the general ledger integration for each.

Business Intelligence block

Bl is the second block in the information hierarchy that uses the raw data of
transactions to provide valuable information to different levels of the organization.
Bl adds a layer of aggregation on transactions and makes it possible to create a
comparative analysis for key measures such as actual versus budget comparisons.

The consultant should identify the measures needed and how they will be utilized
from the transactional level. These measures are raw numbers aggregated from specific
fields that result from a definite process or a combination of business processes.
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Microsoft Dynamics AX 2012 is delivered with 14 cubes covering the following areas:

* General ledger

* Accounts payable

* Accounts receivable

* GSales

* Production

* Purchases

* Project accounting

* Expense management

* Environment sustainability

* Customer Relationship Management

*  Workflow analysis

* Budget control

* Inventory valuation

* Retail
Measures need to be informative, not just as raw numbers, but as a source for
analysis at the management level. The consultant should identify the analytic
dimensions as well as the dimensions needed by the process owner to analyze
numbers. The most common example is sales revenue, which can be analyzed by

dimensions such as customer segmentations, geographical locations, warehouses,
and customer demographics. The following diagram shows the BI block:

Measures (sales amount) | Dimensions (segmentations, demographics)
Comparative analysis - aggregations

Business Intelligence

Now that we have seen the importance of the structure of reporting blocks based on
the business processes and daily transaction data, it is worth exploring the common
scenarios that consultants may face when the reporting requirements cannot be

met by the data that is being captured. This missing data would lead a consultant

to revisit the business process that includes the entry of daily transactions, and
identify a need for the cleansing of historical data, which may lead to the loss of
some information.
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Executive decisions block

The third block in the information source is the executive decision support, where
all of the information is summarized and numbers are transformed into KPIs,
indicators, analytic views, and dashboards. The following diagram shows the
executive decisions block:

KPIs Indicators | Analytic views | Dashboard
Executive decisions

Executives do not have the luxury of time to drill down to all the comprehensive
reports. They need a bird's-eye view of the overall enterprise performance to support
them in taking critical business decisions. With the right low-level data, the ERP
solution should be demonstrating its worth as a true decision support system that
offers this visibility.

The conclusion is that when implementing a Microsoft Dynamics AX solution, there
is no reliable information for executives without a solid Bl platform that is based on a
well-defined ERP. The ERP absorbs business processes, such as the daily transactions
entered by workers with a high level of clarity.

Discovering Microsoft Dynamics AX
reporting

The following section covers the Microsoft Dynamics AX reporting options.
The reporting options are inquiry forms and SSRS reports.

Reporting options

Reporting in Microsoft Dynamics AX can be generated through two approaches,
namely inquiry forms and predesigned standard reports, as shown in the
following diagram:

Microsoft Dynamics AX reporting approaches

Inquiry SSRS
forms reports
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Inquiry forms

Inquiry forms are used for fast and easy reporting of transactions where the
transactions are listed. Advanced filtration gives the facility to reduce the inquiry
results to a number of specific results. If it is required that you show all the
transactions, don't identify any filter.

As you can see in the following screenshot of the inquiry form, the advanced
filtration and sorting capabilities can be accessed from all Microsoft Dynamics AX
2012 screens by pressing Ctrl + F3:

= Inguiry (1 - usmf) M

v Modify... »
| | |

Select query:

5 Tables
; General journal entry

-[F] General journal account entry
-[F] Fiscal calendar period

Range | Sorting

[] Table Derived table Field Criteria Add
General journal e..  General journal e..  Journal num...
- -
General journal e..  General journal e..  Voucher
General journal e..  General journal e..  Date
Main account Main account Main account

As you can see in the next screenshot, you can save a query by clicking on the
Modify button. Now select Save as and add new tables to a data source in the
inquiry filtration form by right-clicking on the Tables section. The two relations
here are as follows:

* 1:n: This represents the relation of one-to-many

* n:1: This represents the relation of many-to-one
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Select query: | Query used

v| | Modiy.. »|

Fq Tables
| General journal ent

Tin »

[ Main account

Range | Sorting

[ Table
General journal ...

Derived table
General journal
General journal e..  General journa
General journal e..  General journa

Main account Main account

Cost transaction

General journal account entry

General journal account entry dimension

Ledger consolidation reference history

Ledger entry

Ledger entry journalizing

Ledger settlements

Ledger trans account tmp

Ledger transaction list

Service transaction

Subledger journal account entry

Tax trans general journal account entry association
Temp table used by Dimension statement report
Temp table used by the LedgerTransOpen report

\Jransaction origin

Remove

Under the Range tab, we will be able to add tables that are available in the data
source, as shown in the following screenshot:

Select query: |Query used

v] | Modify.. |

4 Tables
General journal entry
General journal account entry

Fiscal calendar period
Main account

Range I Sorting

[ Table Derived table Field Criteria
General journal entry General journal entry Journal number
.
General journal entry General journal entry Voucher
General journal entry General journal entry Date
Main account |\ Main account Main account
Table
General journal entry
¢ | General journal account e... m [ >
i Main account
Fiscal calendar period
M | Reset | | ok || Concel
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As you can see in the next screenshot, the Field column will be used for filtration,
and the Criteria column will be used to identify values that would be the base for

the filtration:

(=-] Inquiry (1 - usmf)

_I:I-

Select query: |Quer}r used

v| | Modify... |

5 Tables
...[] General journal entry

... ] General journal account entry
-] Fiscal calendar period

Range | Sorting

g

“g Currency translation type
“5 DB/CR proposal

“5 DB/CR requirement

[] Table Derived table Eeld j Criteria Add
General journal entry General journal entry Journal number
- -

General journal entry General journal entry Voucher

General journal entry General journal entry Date

Main account Main account #Main account |v A
Field Description
Currency Select the default el

Select the currency §i
Select whether the t}
Select whether the

The inquiry will result in a standard Microsoft Dynamics AX 2012 form, and you can
use the quick information on the transaction by moving the mouse over the required
transaction, in addition to the personalization options, as shown in the following

screenshot:
Voucher transactions (1 - usmf) - Journal number: 013847, 7/23/2014 -[=[x]
Transaction origin ~ Transactions  Audittrail  Posted salestax  Original document » [ @
Owverview | General IAmmmt
[] Journal nu... Voucher D.. =+ Yearclo.. Ledgeracc... Curre.. & t in tr: ion cu... A t tin rep ~
013845 INV-10000...  7/23/20... 130100-001- usD 1,000.00 1,000.00
013845 INV-10000...  7/23/20... 140200-001- usD -899.00 899.00
013845 INV-10000...  7/23/20... 140200-001- usD 899.00 899.00
013846 LG_0001 7/23/20... 122140, Len 2000020000
013846 LG_0001 7/23/20... Account and financial dimension details
013846 LG_0001 7/23720...
= /a3 Segment Value Name
(EED (L (T WP MainAccount 1101...  Bank Account - ...
013847 LG 0002 12320 BusinessUnit 001 Home
013847 LG_0002 T/23/20...
013847 LG_0002 7/23/20... A0-007- UsD -1,500.00 1,500.00
|:| 013847 | LG_0002 T/23/20... 110110-001- usb -187.50 187.50
-
< n >
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After the form generation, we can use wild character filtration by pressing Ctrl + G,
and we see something like what is shown in the next screenshot:

o8 Voucher transactions (1 - usmf) - Journal number: 013847, 7/23/2014 = | = -
Transaction origin -~ Transactions  Audittrail  Posted salestax  Original document »| [ @
Qverview | General | Amount
[] Journal nu...  Voucher Date Yearcl.. Ledgeracc... Curre... Amountintransaction cu... Amo... Amountinre ~
7| Contains hd hd hd hd
013843 500700-007--- uspo 899.00 899.00
Does not centain
013845 401100-001--- usD -1,000.00  1,000.00
013845 Starts with S00150-001--  USD -39900  899.00
013845 Ends with 130100-001- usD 1,000.00  1,000.00
013843 Is (exactly) 140200-0017- uspo -899.00 899,00
013845 Is not 140200-001- usD 899.00 899.00
013846 More than 132190-- usp 20000 200.00
013846 618190---- usD 25.00 25.00 =
Less than E
013846 110710-001- usp -200.00 200.00
More or equal
013846 110110-001- usp -25.00 25.00
013347 Less or equal B 132190-- usD 1,500.00 1,500.00
013847 Clear filter £18180---- usp 187.50 187.50
013847 % Clear all filters 7 110110-001- usp -1,500.00  1,500.00
- -

The wild characters used for filtration in grids are as follows:

¢  *: This character matches any character
»  ?2:This is used to check the must-have character
* .. This specifies the “from” and “to” range
. * I This verifies that the grid does not have the character

% * 1A*: This verifies that the grid does not begin with the given
~ character

*  >/<:This checks for greater than and less than values

* ,: This checks the record we are looking for and another record
*  D: This specifies the system date

* T:This specifies today's date.

*  “”:This is used to find a blank value

SSRS reports

SSRS reports are used to generate reports in the document format to be printed for
filing, which are used as official supporting documents in the company's template
or as external official documents. The normal advanced filtration is the base of SSRS
report generation, and can sort report results. We can use the tables that are in the
data source. We can also specify the fields that will be the base of the sorting and the
available sorting option, either Ascending or Descending.
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For the ledger transaction list, navigate to General ledger | Reports | Transactions
| Ledger transaction list, and something that looks like this screenshot appears:

General | Batch

Parameters ‘General journal entry

Date Journal number: ‘

Date interval: Ccp

Main account ledger dimension
From date: 77172014

Main account: ‘

To date: 773172014

Printout Current print destination

Sales tax specification: [] Printer:

Include reversed: O Print destination: | Screen

l Destinations ... I

Transaction date

After completing the selection criteria, click on the Select button and navigate to the
Sorting tab to identify the report sorting, as shown in the following screenshot:

Select query: |Query used

4 Tables
General journal account entry
Main account ledger dimension
General journal entry
1 Ledger

Range I Sorting I

[ Table Derived table Field

Main account ledger dimens...  Main account ledger dimens..  Main acco..
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On the ledger transaction form, click on the Destination button to access the Print
destination settings. Now identify the location of report printing, that is, Print
archive, Screen, Printer, File, or E-mail. Also select File format from the drop-down
list, which can be Microsoft Excel, HTML, PDF, CSV, and so on, as shown in the
next screenshot:

- 4] Print destination settings - Print destination settings (1) @

™1 Print archive Save in print archive? [C]

L Screen File name: = ]
9 Printer -

HFiIe anIeformat: l TML4.0 -

l 9 E-mail Image file format] CSV

Microsoft Excel

HTML4.0

Image
MHTML
PDF ;
Page range Copies
. ML
@ All Number of copies: 1
© Pages
From: 1| To: 1

As you can see in the following screenshot, the generated report is based on SSRS,
which gives more flexibility to the report layout:

Ledger transaction list (1) [=To |
k oe
Options
Date General journal entry [ hen
Date interval | [v] Veucher 1600

Ledger transaction list

Contoso Ltemanment System USA

Main
account
""" Bank Account - USD
Jouars
Date amber Voucher Pasting type Ledger account Dewription Amount Amount in unency
Debit Crodit Debit Credit Debit Credit
22372014 013847 16,0002 Bank 150110001 Issuance commission USO 000 187.50 000 367.50 Qoo 187.50
72372004 013847 16,0002 Bank 130110001 Margin uso 000 1,500.00 a0 1,500.00 600 1.500.00
Totals 008 16875 00 188750
Net diffesence ]
Prepald Othes (xpenses
Jownal
ate fember  Voucher Posting type  Ledger account Description Amount Amount in cumency
Dedit Creant Dedit Creart Debit Creat
232018 847 16,0002 Ledgerjeumal  132190-- Margin UsD 1,50000 000 1.50000 0.00 1,500.00 000
Totals 156,05 808 1.508.06 a0
Nel difference 1.505.08
Bank lees Expense
Jowmal
Date. number Voucher Postingtype  Ledger account Description Amount in Amount in
Debit Credit Debit Credit Debit Creait
BR0E 0138 16,00 Ledger jouinal  §18190. Hsuance commission SO 187.50 000 187,50 @00 187.50 050
Totat (2] 600 wiso ano
Net difference LA
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The report can be exported after report generation by the export function, as shown
in this screenshot:

) of 1 % .
Ledger transaction list XML file with report dats
Contoso Entertainment System USA CSV (comma delimited)
Main POF
e e U | MHTML (web archive)
Journal Excel
Date number Voucher Description Amount In Amount Amount In reporting currency
TIFF file Denit Creatt Devit Creait Denit Credit
372014 4 0002 Issuance commission USD 0.00 187.50 0.00 187.50 0.00 187.50
23204 1354 LG 0002 = = Margn uso 000 1,500.00 0.00 1,500.00 0.00 1,500.00
Totals 0.00 1,687.50 0.00 1,687.50
Net difference —|m
13219 Prepasd Uther Lxpenses
Tournal
Date number Voucher Posting type  Ledger account Deseription Amount In y  Amounti tin ney Amount in reporting qsrrency
Dedit Creait Dedit Creait Dedit Credit
232018 013847 60002 Ledger journal 132190 Margin uso 1,500.00 0.00 1,500.00 0.00 1,600.00 0.00
Totals 1,500.00 0.00 1,500.00 0.00
Net difference 1,500.00
Bank | ees Lxpense
Journal
Date mumber  Vowcher  Postinglype  Ledger account Description Amountin b y  Amount y  Amountin reporting currency
Debit Credit Dedit Credit Debit Credit
73200 013847 16,0002 Ledgerjournal 618190 Issuance commission USD 187.50 00 187.50 000 187.50 000
Tolals 187.50 0.00 187.50 0.00
Net difference = wis

There are three major preferences for financial reporting that Microsoft Dynamics
AX users should be familiar with: original transaction, original document,
and audit trail.

The original transaction

The Transaction origin function fetches the transaction entries that are posted to

the general ledger and their effect on the subledgers. In addition to that, this function
can be performed to fetch any transaction entry. It is commonly used when you need
to identify the subledger affected by that entry.

For voucher transactions, navigate to General ledger | Inquiries | Voucher
transactions. Firstly, you will get an inquiry screen. Here, you do not have to
give any criteria, so click on OK to see the voucher transactions, as shown in
this screenshot:
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Voucher transactions (1 - usmf) - Journal number: 013847, 7/23/2014, Voucher: LG_0002 = =] e
[Transaction origi] ~ Transactions ~ Audittrail  Posted salestax  Original document » O ®
Overview | General | Amount
[ Journal number  Voucher  Date Yearclosed  Ledgeraccount  Currency  Ameunt in transaction currency Amount  Amount in reporting ¢
+« LG, + - - - - -
013847 LG_0002  7/23/20... 132190-- usp 1,500.00 1,500.00
013847 LG_0002  7/23/20... £18190---- usp 187.50 187.50
013847 LG_OD0Z  7/23/20.. 110110-001- uso -1,500.00  1,500.00
013&7 LG_0002  7/23/20.. 110110-001- usb -187.50 187.50
(o7l Transaction origin (1 - usmf) - Module: Bank, USMF OPER
Overview | General | Financial dimensions
Date  Number Text Currency ~ Amount in transaction
7/23/..  110110-001- Issuance commission usp
7/23/..  110110-001- Margin usp
23/ 618190---- ssuance commission usD
V23 132190 Margin uso
7/23/.. USMF OPER usp
7/23/.. USMF OPER usD

The Original document function

The Original document function fetches the transaction entries posted
ledger and reaches the original document that generated those entries.

in the general

As shown in the following screenshot, the Original document function in the

voucher transaction inquiry form gives the ability to reach the original

transaction

document regardless of whether it is a general ledger entry, sales order, purchase

order, or anything else:

Woucher transactions (1 - usmf) - Journal number: 013847, 7/23/2014, Voucher: LG_0002 -8 x
Transaction origin -~ Transactions  Audittrail ~ Posted sales tax | Original documentl » 'm] @
Overview | General | Amount
[ Journal number  Voucher Date Yearclosed Ledgeraccount Currency  Amountin transaction currency  Amount  Amount in reporting ¢
» LG - - - - - -
013847 LG 0002  7/23/20.. 132190-- usp 1,500.00  1,500.00
013847 LG_0002  7/23/20.. £18190---- usp 18750 187.50
LG 0002  7/23/20... 110110-001- usp -1,500.00  1,500.00 s
i LGoD02  7/23/20... 110110-001- usp -187.50 187.50
o] Original document (1 - usmf) - Module: Ledger, LG_0002 = =] =
ue
Overview | General
[] Original document  Identification  Table name Amount  Module
Journal LG_0002 |ssuance commiss... -187.50 Ledger
General journal (1 - usmf) - Journal: LGJrn, journal batch number: 00474 ==
HeNew X = Lines o] Print~ O @
Show: Show user-created only: O
Overview ‘ General | Setup | Blocking | Financial dimensions | History|
[] Name Journal batchn... =~ Description Post.. Log Inu... Reversing.. Re
LGlin | 00474 Letter of guarantee journal I
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Audit trail

The Audit trail function in the voucher transaction inquiry form fetches the
transaction entries posted in the general ledger and reports. It gives the facility to
show who posted the transaction, when, and from which document type. Here is a
screenshot that shows the Audit trail option of Microsoft Dynamics AX:

Voucher transactions (1 - usmf) - Journal number: 013847, 7/23/2014, Voucher: LG_0002 == =
Transaction origin~ Transactions IAudittraMI Posted salestax  Original document El 1| @
Overview | General | Amount
[] Joumnal number  Voucher Date Year closed  Ledgeraccount Currency  Amount in transaction currency  Amount  Amount in reporting ¢
-« LG o - - - - -
013847 LG 0002 7/23/20... 132190-- usp 1,500.00 1,500.00
013847 LG 0002  7/23/20.. 618190---- usD 187.50 187.50
013847 LG_ 0002  7/23/20... 110110-001- usD -1,500.00  1,500.00
013847 LG 0002 7/23/20... 110110-001- usD -187.50 187.50
Audit trail (1 - usmf) - Currency: USD, -187,50 el
Voucher transactions O @
Owerview | General
[] CreatedID = _ Type Description Created by Created date and time
I 3637144737 Ledger journal 00474 Letter of guarantee journal Admin 0772314 06:30:17 pm I

* There is a creation date and time that represents the actual date when

the transaction was posted. However, this is not the financial posting
R~ . . . .
date, which may be different from the creation date and time.

The main source of the transactions is transaction database. The transactions are
replicated to cube database or database warehouse at every midnight. The report
information is pulled out from cube DB and DB warehouse. If we are on July 1, the
report will get information till the end of July. Assume that on July 1 a user posts

a transaction dated on June 30.

If we run the report again on July 1 which pulls information from cube DB,

it will not consider the posted transaction on June 30 since it is not considered
in the replication. It will be included with effect from the next replication,
which will take place on July 2 at midnight.
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Reporting currency

Companies report their transactions in a specific currency that is known as accounting
currency or local currency. It is normal to post transactions in a different currency, and
this amount of money is translated to the home currency using the current exchange
rate. This is a business need in enterprises that operate in a multinational environment.
Each subsidiary has its local reporting currency, and at the same time, there should

be a specific secondary reporting currency. All the transactions are translated into the
reporting currency using the exchange rate.

To access the reporting currency, navigate to General ledger | Setup | Ledger and
then you will see something like this:

Ledger (1) - Ledger name: USMF, Contoso Entertainment System U... | = | & 0%

File = []Ledger calendar  [:Z] Recalculate ledger periods 1| @
Chart of accounts
Chart of accounts: | Shared

Account structures
2 Addy 3 Remove  Configure account struct...

Account structure Mame
Manufacturing B/S Manufacturing Balance Sheet
Manufacturing P&L Manufacturing Profit and Loss

Interunit accounting

Balancing financial dimension: | |v|

Fiscal calendar

Fiscal calendar: Fiscal |v

Currency
Accounting currency: usp
| Reporting currency: USDl

Autoreports

The Autoreport wizard is a user-friendly tool. The end user can easily generate a
report starting from every form in Microsoft Dynamics AX. This wizard helps the
user to create a report based on the information in the form and save the report.
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In this example, we will create an autoreport for vendor details as follows:

1. Open the All vendors list by navigating to Accounts payable | Common
Vendors | All vendors, as shown in this screenshot:

m Vendor Procurement Invoice General
I =4 Edit in grid @ ? = T 7 ? EI
. . e e o 4.9 P
- 7 Delete ) Er == ) )
Vendor = Edit On hold~ Invoices Add vendor to Contacts Transactions = Balance Tax Vendor Vendor
® ha another legal entity™ 34 informati... = requests search
New Maintain Invoice Copy Set up Transactions | Balance > Related information
T T
> || All vendors ~ | Vendor account v | >
g [] Vendoraccount Name = Vendor hold  Phone Extension |1
g US_TX_001 California State Tax Authority No 111-555-0177 ‘
= Us-108 City Power & Light No |
% us-0 City-wide Advertising No i
% US_TX_003 Colorado State Tax Authority No 111-666-1232 ‘
:' CN-001 Contoso Asia No 80123) 4567 8901 \
‘% JP-001 Contoso Chemicals Japan No L
E; Us-111 Contoso office supply No
: US-105 Datum Receivers No 123-555-0100
z

2. Navigate to File | Print | Print... Ctrl

screenshot:
Vendor Procurement
New Ctrl+N
Open Ctrl+0
Save Ctrl+S
Delete Record Alt+F9

+ P, as shown in the following

Edit

Export to Microsoft Excel
Send...

Edit Record
Refresh

View
Favorites
Tools

Command

Ctrl+Shift+E

> |

l Print... Ctrl+P l

Ctrl+T Print Preview
Page setup
Printer setup...

F5

As you can see in the next screenshot, the Autoreport dialog box will pop up,
and you can load a saved report or create a new report here:
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fu] Autoreport - Auto-report (1) [ o |

st
Select report: Im v|
Modify...

| ok | [ canca |

3. To create a new report, click on Modify and select New, as shown in the
following screenshot:

(o] Autoreport - Auto-report (1) [= o Il

Select report

Select
1
Select report: | Autoreport i
£ Edit Modify... »

Delete —

4. The autoreport wizard will pop up. Now click on Next, as shown in this
screenshot:

™ Autoreport Wizard - New report (1) [= 1= |

Wizard for creating an autoreport

i _Microsoft Dynamics

The Autoreport Wizard helps you create a new report.

The wizard guides you through all the selections. Where possible, the wizard
has default selections that can be accepted or adjusted.

Show system names

Show system names of tables, fields, and methods: O

Use this option if you are more familiar with the system names of tables,

fields, and methods (e.g. CustTable), than the user interface names (e.g.
Customer table).

<ot | [Tl [ e
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5. Enter the report name under the Name field, and click on Next.

Report name
Specify the name of the report.

Name:
Vendor Details|

| < Back |[ Next > ]! Finish H Cancel |

6. Select the report fields from the Available fields section using the left and
right arrow buttons, and arrange the fields through the Selected fields
section using the Up (b) and Down buttons. Finally, click on Next.

Select fields
Select the fields to be included in the report.

Available fields Selected fields
] Vendor]
[ Global address book : 3 Vendor account
[Z] Vendor configuration
[Z] Person name 5 National Registry number
[Z] Communication details 53 Currency
s Global address book

58 Name

53 Party ID

s Vendor configuration

53 Reference

.5 isEnabled
g Person name
50 First name
53 Middle name
53 Last name
-5 Effective:
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7. Select the numerical fields from the Available fields section, which contains
total values, using the left and right arrow buttons. Then arrange the fields
through the Selected fields section using the Left and Right buttons,
as shown in the following screenshot, and click on Next:

78] Autoreport Wizard - New report (1) I;‘i-

Summation on fields
Select the fields to be calculated.

Available fields Selected fields

g Vendors .ﬁ
~4fa Global address book iy Global address book
~4a Vendor configuration : .ﬁ Vendor configuration
-4fdg Persen name . .ﬁ Persan name
-4y Communication details - cﬁ Communication details
=l-igy Addresses cﬁ Addresses
- Latitude

--Ff Longitude

| < Back H Mext = || Finish H Cancel |

8. Specify the report template by selecting Report layout template and Table
style template.

() Autoreport Wizard - New report (1) |L|i-
Report layout
Select the templates to specify the layout of the report.
Report layout template: | ReportLayoutStyleTemplate v
Table style template: TableStyleTemplate v
‘ < Back ‘ | Next > | [ Finish ‘ | Cancel
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9. Click on Finish to close Autoreport wizard. You should be able to run the
report after this step.

leg] Autoreport Wizard - New report (1) |;|£-

Create autoreport

i Microsoft Dynamics This is all the wizard needs to create the report.

Click Finish to create and save the report.
Click Cancel to cancel without saving any of the selections made.

Next > | Finish || Cancel l

10. To generate the saved report, navigate to File | Print | Print, select the
report name, and click on Ok.

Microsoft Dynamics Management Reporter

Microsoft has introduced Microsoft Dynamics Management Reporter as a financial
reporting tool. It gives flexibility and insights to represent an organization's financial
situation with high-level integration with the ERP. Microsoft Dynamics Management
Reporter 2012 empowers financial decision makers by a set of 14 default reports.
They are delivered as out-of-the-box reports. Here is the list of these reports:

® 12 Month Rolling Single Column Income Statement - Default
® 12 Month Trend Income Statement - Default
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® Balance List - Default

® Balance Sheet - Default

® Cash Flow - Default

® Detailed Trial Balance - Default

® Expense Three Year Quarterly Trend - Default

® 1Income Statement - Default

® Ledger Transaction List - Default

® Ratios - Default

® Rolling 12 Month Expense - Default

® Rolling Quarter Income Statement - Default

® Summary Trial Balance - Default

® Weekly Sales and Discounts - Default
In addition to the designing tool used to build financial reports as per company
requirements, the Management Reporter is considered the consolidation tool for

Microsoft Dynamics AX 2012 where you can report the consolidated company
financial reports from the management reports.

In Microsoft Dynamics AX 2012 R3, users can access the Management Reporter from
general ledger financial reports menus. For this, you have to navigate to General
Ledger | Reports | Management Reporter, as shown in this screenshot:

Reports

E@anagaﬂentﬁepaﬁéﬂ
Audit trail
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On the Report Definition screen, select the report the user wants to generate. Then
click on Generate as shown in the following screenshot:

& Report Definition - Balance Sheet - Default - Management Reporter
= File Edit View Format Company XBRL Go Tools Window Help
Enew -5 @ . <% a L@

A |Default - -8 e ru

Regn Definitions Report | Qutput and Distribution I Headers and Footers Settings
=3 Report Definitions Company name: Detail level: Provisional:
=L Default Repart Definitions [@any ] [Fnancal | [Posted activity only v

12 Month Roling Single Column Tncome -
12 Month Trend Income Statement - Default Currency infarmation
Balance List - Default Values will be displayed in USD
Balance Sheet - Default [ Indude all reporting currendes (BRL, GBF, INR, MXM, RUB)
Balance Sheet and Income Statement Sice by Sidell 1o 1ormation ot saved with report defiion Date information saved with report definition
Cash Flow - Default
Detailed Trial Balance - Default Base period:  Base year: Period covered: Reportdate:  Default base period:
Expenses Three Year Quarterly Trend - Default |ﬁ v | ‘2014 v ‘ ‘For the Six Months Ending ‘ ‘6,’30,’20 14 ‘ |5-1 w
Income Statement - Default
Ledger Transaction List - Default Building blocks Output and distribution summary
Ratios - Defalt Row: Balance Sheet - Default v Output type: Management Reporter
Roling 12 Month Expenses - Defauit Output name: Balance Sheet - Default
Ralling Quarter Income Statement - Default [] use row definition from reperting tree S — e
Side by Side Balance Sheet - Default = .y : [
summary Trial Balance - Default Calumn: m Report duplicate accounts: No
i i -
Weekly Sales and Discounts - Default Tree type: (hone) v

< >

=] Report Definitions

=] Row Definitions

"E] column Definitions

{i= Reporting Tree Definitions

.1 Report Groups
. Report Schedules
- Security
USMF CONTOSO\Administrator

Microsoft Internet Explorer will open with the report. Here is a screenshot that
represents the balance sheet as a summarized report:
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@@Ie»«u T

MANAGEMENT REPORTER
Balance Sheet - Default

2014
Current Assets
Total Cash and Cash Equivalents (200.00)
Total Securities 0.00
Total Accounts Recelvabla 4,119.09
Total Other Current Assets 0.00
Total Physical Inventory 276,520.83
Total Project 148,045.69
Fixed Assots
Total Intangible Assets 0.00
Total Tangible Assets 368,590.00
Total Fixed Assets 368,590.00
Total Assets $797,083.61
Liabilities
Total Accounts Payable 31262109
Total Tax Payable 0.00
Total Other Current Liabilities 0.00
Total Long Term Liabilities 0.00
Total Lisbilities 37262109
Total Shareholder Equity 424,462.52

Liabilities & Shareholder Equity $797,083.61

2013

(14.23207)
0.00

0.00
(13,306.13)
5,302.66

($8,003.47)

D'C"Shlm-ﬂh—n»ﬁ-ﬂml I ]

Vardance
(14,032.07)
0.00
2,108.51

0.00
(276,520.83)
(148,045.69)

0.00
(368,590.00)
(368,590.00)

(8805.087.08)

(385,921.22)
0.00

0.00
(385,927.22)
(419,159.86)

($805,087.08)

@@ ®

Show  Currency

Zoom

nox

®®

Microsoft Dynamics Management Reporter provides a drill-down capability to reach
the lowest level of transaction and open the ledger entry on the Microsoft Dynamics

AX 2012 client. In the following example, generate the Expenses Three Year
Quarterly Trend - Default report title. When we mouse over on an amount, we can
drill down to the details of that amount.

MANAGEMENT REPORTER

Expenses Three Year Quarterly Trend - Default

2014 3 2012
a1 @ a1 at _ai @2 @ as a1 @2 @ at

Sales & Marketing 000 000 000 000 000 000 000 000 288,790 85 28793302 292713317 320,158 36
Travel 000 000 000 000 (8303  (7072)  (T968)  (9001) 2012601 2012540 2012044 2041436
Salaries 000 000 000 000 (128974) (1.45243) (163562) (1841.16) 150186489 149693363 151721692 143439862
Administraton 000 000 000 92594 000 000 100000 3783548 30765611 3886196 30902043
Deprociation & Amoizaton 000 000 000 000 000 000 000 000 25194675 25191676 25189677 26185676
Taxes 000 000 000 000 0.00 0.00 0.00 000 0.00 0.00 0.00 0.00
Intercompany 225642 000 000 000 000 000 000 000 000 000  (4580536) (117.878.15)
Other ©01) 000 21250 000 0.00 0,00 0.00 0,00 000 0.00 ©03) 16878948
Total Expenses 605441 000 271250 000 (42683) (1,52345) (1,715.30) (93147) 2,450,512.07 244656492 247452387 2,486,459.06
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In the drilled-down transactions, mouse over on the amount and click on Open in
Microsoft Dynamics.

MANAGEMENT REPORTER

@ Expenses Three Year Quarterly Trend - Default

Financial /
Administration
2014 2013
a1 02 03 04 01 a2
Administration i S
Office Supplies Expense-Administrative Expanse 000 000 000 000 000
Home-Utilities Expense-Administrative Expense
Home-Sales & Marketing-Gasoline & Oil Expense-Administrative Expense || Open in Microsoft Dynamics lu
Home-Sales & Marketing License & Registration Foes Exponse-Adminiatrative Expoense 0
Home-Sales & Marketing-Vehicle Repairs & Maintenance Expense-Administrative Expense 000 000 000 000 000 000
Home-Sales & Marketing-Vehicle Insurance Expense-Administrative Expense 000 000 000 000 000 0.00
Home-Sales & Marketing-Lease Expense-Administrative Expense 000 000 000 000 000 000

The Microsoft Dynamics AX 2012 R3 client will open with the voucher transaction
form, as shown in the following screenshot:

Voucher transactions (1 - usmf) - Journal number: 013850, 1/1/2014, Posting layer: Current = | = -
Subledger journal  Transaction origin -~ Transactions  Audittrail  Posted salestax  Original document E& 1w} @
Overview ‘ General | Amount |
[] Journal number  Voucher Date Year closed  Ledger account Currency  Amount in transaction currency  Amoul
- v T o - - - -
013850 PIV-110000...  1/1/2014 606300----- usD 2,000.00 ¢ 2,000.00
013800 GNILOODTES  1/14/20.. 606300-001-022-008-AudioRM-000...  USD 1,800.00  1,800.00

In the lower pane on the report are the function buttons, as shown here:

ECOROBNONC

Go To Show  Currency Zoom Download | Settings

The function buttons can be summarized as follows:
* The first button is Go to. This represents a shortcut to reach a specific item
on the report.

* The second button is Show. This shows the report in a summarized mode,
or detailed mode, and shows the charts and comments pane.

* The third button is Currency. This represents a function used to convert the
report to the selected currency.
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* The forth button is Zoom. This presents the users with the zoom-in and
zoom-out options for the report.

* The fifth button is Download. This represents the download option of the
report, whether XPS format, Microsoft Office Excel, or Microsoft Dynamics
Management Reporter Viewer.

Summary

In this chapter, we covered financial reporting from planning to consideration of
reporting levels, where we ensured to gather the reporting requirements in the early
stages of the implementation, and considered the differences of reporting in the
different managerial levels.

We covered important points that affect reporting quality by considering the reporting
value chain, which consists of infrastructure, database management, business
processes, business intelligence, and the frontend. We also discussed the information
source blocks, which consist of the detailed transactions block, business intelligence
block, and executive decisions block.

Then we learned about the reporting possibilities in Microsoft Dynamics AX such as
inquiry forms and SSRS reports, autoreport capabilities in Microsoft Dynamics AX
2012 R3, and Microsoft Dynamics Management Reporter.
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about 121

invoice matching 125-129

invoice matching controls 125

invoice number 137
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price tolerance 129-136

vendor hold activities 121-124
Accounts payable module

about 228-233

integrating, with other modules 103-105
accounts payable transactions

about 139
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payment 140

prepayment invoice 147-159

purchase order invoice 140-147

vendor settlement 160
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Accounts receivable controls

about 181

customer credit limit management 182-191

customer hold activities 181
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customer settlement 202, 203
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payment 192

sales order invoice 192-198
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about 311
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equity 36
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cash and bank management
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about 118-121, 177-179
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about 229
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closing procedure
about 68-71
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about 33, 34, 51
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main accounts, controlling 40
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about 247
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Item model group 247-249
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constant fields 209
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status activation 75
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list 48
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exploring 168, 169
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customer settlement 202, 203

D

daily transactions
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database management 297
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deferred cost of goods sold

(deferred COGS) 259
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E

Enterprise Resource Planning (ERP)
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module integration 10
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controlling 9
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Open bank documents 88
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about 68
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about 285
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about 265, 266
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report filtration, parameters 289, 290
system-defined dimension 272
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about 285
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about 59
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constant fields 209
depreciation method 208
depreciation profile 207
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exploring 207
fixed asset group 212
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value model 210, 211
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fixed dimension 281, 282
free text invoice 198,199
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URL 254
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general fast tab, vendor master data 108, 109
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about 229, 238, 239
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H
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about 298
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detailed transactions block 299
executive decisions block 301

information technology value chain
about 296
Business Intelligence 298
business processes 297
database management 297
frontend 298
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cash and bank management 164
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generating 262, 263
setting up 259-261
Invoice and delivery fast tab, cash
discount 180
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master data 109
Invoice field group, cash discount 180
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about 125-128
controls 125
three-way matching 125
two-way matching 125
invoice number, accounts payable
controls 137,138
Check the invoice number used field 138
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invoicing 191

invoicing, accounts payable transactions

about 139
nonpurchase order invoices 139
purchase order related invoices 139
Item groups, inventory costing
configuration 251, 252
Item model group, inventory costing
configuration 247-249

J

journal posting
about 284
journal approvals 285
journal name, blocking 284
journal posting controls 284

K

key skills, application consultant
Business Side 8
Soft Skills 8
Technical Side 8

key users 6

L

LCS

about 19

assortment of services 19
life cycle, Order to Cash 164
Lifecycle Services. See LCS
list page, Microsoft Dynamics AX

workspace

action pane 30

filter pane 30

grid checkboxes 31
local currency 311
Lot ID 256

main account administration
about 44
Activation dates group 46
Do not allow manual entry group 44
suspending account 46, 47

main account cash flow forecast 244
main accounts
account administration 44
controlling 40
Debit/ Credit Controls group 40
posting validation 47
Microsoft Dynamics AX
Autoreport wizard 311-316
information source blocks 298
posting types 15
reporting currency 311
reporting levels 295
reporting options 301
user interface 19
Microsoft Dynamics AX workspace
address bar 20-22
content pane 29
diagrammatic representation 20
fact box 31
fast tab 32
Favorites menu 24, 25
jewel menu 22, 23
list page 30
Navigation Pane option 26, 27
preview pane 31
Status bar option 27, 28
Microsoft Dynamics Lifecycle Services
exploring 19

Microsoft Dynamics Management Reporter

about 295, 316-321

Middle Management 295
Operational Management 295
Top Management 295

Microsoft Dynamics Sure Step methodology

exploring 17,18
key characteristics 18
Middle Management 295
models, reporting
reports, pulling 294
reports, pushing 294
modification 17
module integration, ERP
about 10,11
accounts payable 11
accounts receivable 12
Order to Cash cycle 12
Procure to Pay cycle 11
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modules
fixed assets integration, defining
with 205, 206

N

nontransactional accounts
about 37
Reporting 38
Totals 38
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On hold options 122
Online Transactional Processing
(OLTP) 297
opening balances
about 59
best practices of uploading 60
designing phase 61
elements 59
executing 61-63
planning phase 61
subledger 59
trial balance report 59
validation 63
validation and reconciliation 59
Operational Management 295
options, status activation
Active for all transactions 79
Inactive for all transactions 79
Inactive for new transactions 79
Order to Cash cycle
about 13, 164
collection 13
invoice 13
packing slip 13
settlement 13
organizational reporting levels
about 14
Middle Management 14
Operational Management 14
Senior Management 14
Original document function, SSRS
reports 309
original transaction, SSRS reports 308

P

payment 192
payment, accounts payable transactions 140
payment fast tab, customer price or
discount groups 173
payment fast tab, vendor master data 114
payment methods
about 116, 175
payment schedule 176
payment specification 176
payment schedule 117,176
payment specification 176
PerformancePoint Services 295
personalization 16
physical update, inventory costing 254
posting profile
about 139, 223, 282
accessing 283
levels 282
posting types
journal posting 16, 282
profile posting 15, 282
posting validation
currency control 47, 48
Posting type validation 50
user control 48, 49
using 47
prepayment invoice, accounts payable
transactions 147-159
price tolerance, accounts payable
controls 129-136
Procurement department 69
Procure to Pay cycle
about 11
invoice 12
payment 12
product receipt 11
settlement 12
Product dimension groups, inventory
costing configuration 250
profit and loss accounts 36, 37
Project Management Institute (PMI) 18
purchase order approval statuses,
Accounts payable module
Approved 106
Confirmed 106
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Draft 106
Finalized 106
In review 106
Rejected 106
purchase order document statuses,
Accounts payable module
Invoice 106
None 106
Product Receipt 106
Purchase Order 106
Receipt List 106
purchase order invoice, accounts payable
transactions 107, 140-147
purchase order (PO) 240, 241
purchase order statuses, Accounts
payable module
Canceled 106
Invoiced 106
Open Order 105
Received 105
purchase order types, Accounts
payable module
Journal 105
Purchase agreement 105
Purchase order 105
Returned order 105
purchasing demographics fast tab,
vendor master data 109

R

reporting accounts 35
reporting currency
accessing 311
reporting, ERP
decision making 15
exploring 13
models 294
organizational reporting levels 14
scope of information 14
reporting levels, Microsoft
Dynamics AX 295

reporting options, Microsoft Dynamics AX

about 301
inquiry forms 302-305
SSRS reports 305-308

Returned Material Authorization
(RMA) 166

S

sales and marketing module 164
Sales department 69
Sales order defaults fast tab
about 170
Discount field group 170
sales order document statuses
Confirmation 166
Invoice 166
None 166
Packing Slip 166
Picking List 166
sales order invoice 191-198
sales order statuses
Canceled 166
Delivered 166
Invoiced 166
Open Order 166
sales order types
item requirements 166
journal 165
returned order 166
sales agreement 166
sales order 165
subscription 165
Sales Quotation statuses
Canceled 165
Confirmed 165
Created 165
Lost 165
Sent 165
Sales tax field group, cash discount
about 180
Price include sales tax field 180
Sales tax group section 180
Tax exempt number field 181
sales tax field group, vendor master data
about 110
Price include sales tax field 110
Sales tax group field 110
Tax exempt number field 110
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sales tax mechanism
exploring 52
item sales tax group, creating 56
period settlement, creating 54
price excludes sales tax rule 57
price includes sales tax rule 57
sales tax, applying 56
sales tax authority, creating 53
sales tax code, creating 55
sales tax group, creating 56
sales tax percentage, identifying 55
sales tax posting group, creating 54
withholding tax 58
scope of information, ERP reporting
broad, interactive, and general 15
focused, specific, and scheduled 15
narrow, specified, and detailed 14
segmented ledger account
about 269
account structure, configuring 275-278
financial dimensions, creating 271-274
financial dimensions entry 270
service invoice 107
setup process 16
shared financial data 51, 52
SQL Server Business Intelligence 297
SQL Server Reporting Services (SSRS) 297
SSAS 295
SSRS reports
about 305-308
Audit trail function 310
Original document function 309
Transaction origin function 308
status activation 78, 79
Storage dimension groups, inventory
costing configuration 250
Subject Matter Experts (SMEs) 6
subledger 59
system-defined dimension 272

T

Terms of payment field 115, 116, 174, 175

Top Management 295

Tracking dimension groups, inventory
costing configuration 251

transactional accounts
about 35
balance accounts 36
profit and loss accounts 36
using 36
transaction currency 80, 81
trial balance report 59

U

user-defined dimension 272

\'

Value Added Reseller (VAR) 6
value model 210, 211
vendor expenditure management, cash flow
accounts payable 228
procurement and sourcing 228
vendor hold activities, accounts payable
controls 121-124
vendor invoice 107, 126
vendor master data
about 108
cash discount field 118-121
discount field group 111
general fast tab 108, 109
invoice and delivery fast tab 109
invoice field group 110
payment fast tab 114
payment method 116
payment schedule 117, 118
purchasing demographics fast tab 109
sales tax field group 110
terms of payment field 115, 116
vendor price/discount groups 112-114
withholding tax field group 111
vendor price. See discount group,
vendor master data
vendor settlement, accounts payable
transactions
about 160
in Microsoft Dynamics AX 161
vendor transaction
On hold options 122

[330]




w

withholding tax
about 58,111
price excludes sales tax rule 58
price includes sales tax rule 58
work in progress (WIP) 259

[331]




	Cover
	Copyright
	Credits
	About the Author
	Acknowledgments
	About the Reviewers
	www.PacktPub.com
	Table of Contents
	Preface
	Chapter 1: Getting Started with Microsoft Dynamics AX 2012
	Understanding the ERP characteristics
	Discovering the implementation team
	Responsibilities and motivation of an ERP consultant

	Exploring key intentions of ERP implementations
	Understanding the ERP module's integration
	Accounts payable
	Product receipt
	Invoice
	Payment
	Settlement

	Accounts receivable
	Packing slip
	Invoice
	Collection
	Settlement


	Exploring ERP and reporting
	Posting types in Microsoft Dynamics AX
	Exploring the common terms in ERP implementations
	Exploring Microsoft Dynamics Implementation Methodology – Sure Step
	Exploring Microsoft Dynamics Lifecycle Services
	Looking at Microsoft Dynamics AX user Interface 
	Summary

	Chapter 2: Understanding the 
General Ledger
	Understanding the chart of accounts
	Classifying main accounts
	Using transactional accounts
	Using nontransactional accounts

	Main account categories
	Controlling main accounts
	Debit/Credit controls
	Using account administration
	Using posting validation


	Understanding shared financial data
	Exploring the sales tax mechanism
	Withholding tax

	Understanding financial management in action
	Opening balance
	Best practices of uploading opening balances
	Planning and designing
	Validation

	Performing daily transactions
	The account alias
	Recurring entries
	Saving a voucher

	Closing procedure

	Summary

	Chapter 3: Understanding Cash and Bank Management
	Understanding cash and bank integration
	Controlling cash and bank management
	Credit limit
	Date activation
	Status activation
	General ledger reconciliation
	Transaction currency

	Exploring cash and bank management in action
	Bank account reconciliation
	Bank facility – letter of guarantee

	Summary

	Chapter 4: Understanding Accounts Payable
	Understanding accounts payable integration with other modules
	Exploring vendor master data characteristics
	The General fast tab
	The Purchasing demographics fast tab
	Invoice and delivery fast tab
	The Invoice field group
	The Sales tax field group
	The Withholding tax field group
	The Discount field group
	Vendor price/discount groups
	The Payment fast tab
	Terms of payment
	Method of payment
	Payment schedule
	Cash discount

	Exploring accounts payable controls
	Vendor hold activities
	Invoice matching controls
	Invoice matching
	Price tolerance
	The invoice number
	The Posting profile

	Exploring accounts payable transactions
	The purchase order invoice
	The prepayment invoice
	Vendor settlement
	The vendor settlement mechanism in Microsoft Dynamics AX

	Summary

	Chapter 5: Understanding Accounts Receivable
	Understanding the Accounts receivable module's integration with other modules
	Exploring customer master data characteristics
	The Sales order defaults fast tab
	The Discount field group

	Customer price or discount groups
	The Payment fast tab
	Terms of payment

	Method of payment
	Payment specification
	Payment schedule

	Cash discount
	The Invoice and delivery fast tab
	The Invoice field group
	The Sales tax field group


	Exploring Accounts receivable controls
	Customer hold activities
	Customer credit limit management

	Exploring Accounts receivable transactions
	Sales order invoice
	Free text invoice
	Free text correction
	Customer settlement
	Customer settlement mechanism – Dynamics AX

	Summary

	Chapter 6: Exploring Fixed Assets
	Understanding fixed assets integration with other modules
	Exploring fixed assets master data characteristics
	The depreciation profile
	The depreciation method
	Constant fields
	Dynamic fields
	The value model
	Fixed asset groups
	Fixed assets

	Exploring fixed assets transactions
	Fixed asset disposal sale
	Summary

	Chapter 7: Functioning of Cash 
Flow Management
	Understanding cash flow integration with other modules
	Cash flow forecast configuration
	Accounts payable
	Accounts receivable
	Budget
	General ledger

	Cash flow transactions
	Purchase order cash flow forecast
	Cash flow forecast by currency requirement
	Main account cash flow forecast

	Summary

	Chapter 8: Working with Cost Management
	Understanding the business costing model
	Configuring inventory costing
	Item model group
	Product dimension groups
	Storage dimension groups
	Tracking dimension groups
	Item groups

	Exploring the inventory costing background
	Physical and financial updates
	Physical update
	Financial update

	Understanding inventory recalculation and closing
	Working with inventory marking
	Exploring inventory reconciliation
	Inventory value report setup
	Inventory value report generation

	Summary

	Chapter 9: Exploring Financial Dimensions
	Understanding the concept of financial dimensions
	Understanding the ledger account segmentation
	Segmented ledger accounts
	Financial dimensions entry
	Creating financial dimensions
	Configuring the account structure


	Advanced rules structure
	Fixed dimension
	Posting types in Microsoft Dynamics AX
	The posting profile concept
	Journal posting

	Exploring dimension reporting
	Financial dimension sets

	Summary

	Chapter 10: Exploring Financial Reporting and Analysis
	Planning reporting needs for ERP
	Understanding the information technology value chain
	Infrastructure
	Database management
	Business processes
	Business Intelligence
	Frontend

	Understanding Microsoft Dynamics AX information source blocks
	Detailed transactions block
	Business Intelligence block
	Executive decisions block

	Discovering Microsoft Dynamics AX reporting
	Reporting options
	Inquiry forms
	SSRS reports

	Reporting currency
	Autoreports
	Microsoft Dynamics Management Reporter

	Summary

	Index

