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Abstract: In the realm of medical industries, effective asset management is paramount, especially concerning capitalized products
earmarked for field use or consigned arrangements. This paper explores an innovative approach within SAP S/4HANA to address the
complexities of managing such assets. The proposed framework advocates for the individual amortization of capitalized products
allocated for field use, whether pooled or consigned to house accounts, while maintaining their presence on the medical industry
inventory balance sheet at zero value. This strategy is designed to mitigate double counting, ensuring accurate asset tracking and
financial reporting. By aligning with the capabilities of SAP S/4HANA, this approach enables seamless tracking of assets and facilitates
the posting of depreciation expenses or monthly costs of goods sold (COGS), particularly in the context of flex rental contracts. Unlike
previous methodologies, assets are managed individually, offering granular visibility and control over each quantity of eligible
capitalized products This innovative amalgamation of inventory management and fixed asset accounting within SAP S/4HANA
underscores its capacity to accommodate the distinctive needs of the medical industry. Ultimately, this approach empowers certain assets
to exhibit the characteristics of inventory while adhering to the rigors of fixed asset accounting standards.
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1. Introduction

Effective asset management is a cornerstone of success in
the ever - evolving landscape of the medical industry. As
organizations strive for operational efficiency and
compliance with stringent regulatory standards, the
management of assets earmarked for field use becomes
increasingly critical. Leveraging the capabilities of SAP
S/AHANA in Field Inventory Management (FIM), this paper
delves into the intricacies of asset capitalization within this
framework.

SAP S/4HANA stands as a pillar of innovation, offering
comprehensive solutions tailored to the specific needs of
diverse industries. In the context of field inventory
management within the medical sector, the platform's
capabilities play a pivotal role in streamlining processes and
enhancing visibility.

This introduction sets the stage for a comprehensive
exploration of asset capitalization using SAP S/4AHANA in
Field Inventory Management (FIM). By delving into the
nuances of this framework, organizations can unlock new
avenues for optimizing asset utilization, mitigating risks, and
driving sustainable growth in the dynamic realm of medical
industries.

2. Capabilities

a) Individual Asset Management:

SAP S/4AHANA empowers organizations to manage assets
on an individual basis, facilitating granular tracking and
control over each quantity of capitalized products allocated
for field use. This approach ensures precision in asset
management and enables organizations to optimize
utilization based on specific needs and usage patterns.

b) Amortization Framework:
Leveraging SAP S/4AHANA, organizations can implement a
robust amortization framework for capitalized products in

FIM. Assets reserved for field use, whether pooled or
consigned, are amortized over their appropriate lifespans,
enabling the accurate posting of depreciation expenses or
monthly costs of goods sold (COGS). This framework
ensures compliance with accounting standards while
providing visibility into asset lifecycle costs.

¢) Integration with Inventory Management:

SAP S/4HANA seamlessly integrates asset capitalization
with inventory management processes. Capitalized products
remain visible on the medical industry inventory balance
sheet at zero value, preventing double counting and ensuring
accurate inventory tracking. This integration enhances
transparency and enables organizations to make informed
decisions regarding inventory allocation and replenishment.

d) Flexibility in Rental Contracts:

For assets consigned under flex rental contracts, SAP
SIAHANA offers flexibility in managing rental agreements
and associated costs. Organizations can accurately track

rental durations, monitor usage, and calculate rental
revenues or expenses within the FIM module. This
flexibility enables organizations to optimize rental

arrangements and maximize returns on assets deployed in
the field.

e) Comprehensive Reporting and Analytics:

SAP S/AHANA provides robust reporting and analytics
capabilities for asset capitalization in FIM. Organizations
can generate customizable reports to track asset
performance, monitor depreciation trends, and analyze
inventory utilization patterns. This visibility into asset data
empowers organizations to make data - driven decisions,
optimize asset allocation, and drive operational efficiency in
the medical industry.

3. Business Process

The scope of this business process encompasses the
management of field inventory consigned to various parties
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for multiple purposes, including sale, demonstration, rental,
or sales support activities. Throughout its lifecycle,
consigned inventory may undergo processes such as return,
repair, sale, scrapping, or transfer.

Within this consigned inventory, serialized capital products,
designated not for sale, transition into assets at different
stages of the consignment process. This transition is
essential for enabling automatic amortization through
S/AHANA asset accounting. Therefore, the effective

management of assets within this context is a pivotal aspect
of the design framework.

Consignment transactions trigger distinct logistical and
financial behaviors, contingent upon the product category
and transactional context. To facilitate these outcomes, it is
imperative to uphold specific attributes for all products,
distinguishing whether they are eligible for capitalization or
not.
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Figure 1: Field Inventory Capitalization — Serial and Batch managed materials — High level

Customizing Asset Accounting for FIM

a) Master data:

The decision to capitalize or not for both serialized and
batch - managed materials will rely on SAP Material
Classification using assigned characteristics. These
characteristics will be designated and evaluated for all
relevant materials to determine their capitalization status.

b) Asset Class:

The product will be allocated the suitable Asset class
according to transactions. In the case of Serialized items,
which invariably possess linked Equipment records, the
Asset creation process involves changing the Equipment
Category to one that aligns with an Asset Class in SAP S/4.

¢) Asset Synchronization:

In the case of Batch managed items during consignment
transactions, Equipment will not be created and Asset
Master record is generated. The product will then be
consigned to the customer/representative, and the Capital
Inventory Report will furnish comprehensive details
essential for managing month - end financial transactions.
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Figure 2: Specify Conditions for Synchronization of Master
Data

d) Asset/Equipment Classification

Asset and equipment classification play a crucial role in
managing serialized materials within SAP. In a synchronized
manner, SAP manages assets and serial number/equipment
records. Serialized materials are subject to Serial Profile
settings, necessitating the assignment of a serial number.
Simultaneously, an associated equipment record is
generated. For serialized items, the subsequent
categorization of equipment records (for serial items) and
asset records is based on their intended usage. This
classification ensures that assets and equipment are
appropriately categorized and managed throughout their
lifecycle, facilitating efficient tracking, maintenance, and
utilization within the SAP system

e) Assign Master Data Fields of Assets and Equipment
Asset and equipment management, assigning master data
fields is crucial for ensuring accurate tracking and
comprehensive reporting. Below are the key master data
fields associated with assets and equipment:

Asset Master Data Fields:

e Asset ID: Unique identifier for each asset.

o Description: Brief description of the asset for
identification purposes.

e Asset Class: Classification of the asset based on its
characteristics and usage. Acquisition Date: Date when
the asset was acquired or put into service.

« Acquisition Cost: Initial cost incurred to acquire the
asset.

o Depreciation Method: Method used to calculate
depreciation over the asset's useful life. Useful Life:
Estimated period over which the asset is expected to be
utilized.

« Depreciation Start Date: Date from which depreciation
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calculation begins. Location: Physical location where
the asset is located.

Responsible  Person: Individual or department
responsible  for the asset's maintenance and
management. Status: Current operational status of the
asset (e. g., active, inactive, under maintenance).
Maintenance History: Record of maintenance activities
performed on the asset.

Equipment Master Data Fields:

4.

Equipment ID: Unique identifier for each piece of
equipment.

Description: Concise description of the equipment for
identification ~ purposes.  Equipment  Category:
Classification of the equipment based on its type and

function. Manufacturer: that
produced the equipment.

Model: Specific model or version of the equipment.
Serial Number: Unique serial number assigned to the
equipment for tracking purposes. Installation Date: Date
when the equipment was installed or put into operation.
Warranty  Information:  Details regarding  the
equipment's warranty coverage. Location: Physical
location where the equipment is installed or stored.
Maintenance Schedule: Planned maintenance tasks and
intervals for the equipment. Maintenance History: Log
of past maintenance activities performed on the
equipment.

Status: Current operational status of the equipment (e.
g., operational, under repair, decommissioned).

Company or entity
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Challenges and Limitations

While SAP S/4AHANA offers a wide range of capabilities

and benefits,

it also presents certain challenges and

limitations that organizations need to be aware as mentioned
below:

a)

b)

c)

Paper |D: SR24523123535

Customization Complexity:

One of the primary challenges is the complexity of
customization required to meet specific business
requirements.  Configuring SAP  S/4HANA to
accommodate diverse asset capitalization needs can be
intricate and time - consuming, requiring extensive
expertise and resources.

Integration Issues:

Integrating asset capitalization processes with existing
systems and workflows poses another challenge.
Ensuring seamless integration between SAP S/AHANA
and other enterprise systems can be challenging, leading
to data inconsistencies and operational inefficiencies.
Data Accuracy and Consistency:

Maintaining data accuracy and consistency across
various modules and transactions within SAP
S/AHANA can be a significant limitation. Inaccurate or
inconsistent data can compromise the reliability of asset
capitalization processes and financial reporting.

Figure 3: Field Assignment between Asset Master and Equipment category

d) Training and Adoption:

€)

f)

9)

Effective utilization of SAP S/4HANA for asset
capitalization requires comprehensive training and user
adoption. Ensuring that personnel across the
organization are proficient in using the system and
adhering to standardized processes can be a significant
challenge.

Regulatory Compliance:

Meeting regulatory requirements and accounting
standards adds complexity to asset capitalization
processes. Ensuring compliance with regulations such
as GAAP (Generally Accepted Accounting Principles)
or IFRS (International Financial Reporting Standards)
requires careful consideration and may necessitate
additional customization.

Scalability and Flexibility:

Adapting asset capitalization processes to accommodate
evolving business needs and scale can be challenging.
SAP S/4AHANA customization must be flexible enough
to support growth, organizational changes, and new
business initiatives without disrupting  existing
operations.

Resource Constraints:

Limited resources, including time, budget, and skilled
personnel, can constrain the implementation and
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maintenance of asset capitalization processes using SAP
S/AHANA. Organizations may face challenges in
allocating sufficient resources to support customization,
training, and ongoing system management.

5. Conclusion

In conclusion, leveraging SAP S/AHANA for asset
capitalization within Field Inventory Management (FIM)
presents significant advantages and opportunities for
organizations in the medical industry. By effectively
managing assets allocated for field use, whether through
consignment, service, or rental contracts, organizations can
streamline processes, enhance visibility, and ensure
compliance with regulatory standards.

The comprehensive capabilities of SAP S/4AHANA enable
organizations to make informed decisions regarding asset
allocation, depreciation, and financial reporting. Through
automated amortization processes, seamless integration with
inventory management, and robust reporting functionalities,
SAP S/4AHANA facilitates efficient asset tracking and
management across the entire lifecycle.

Despite the challenges and limitations inherent in
customization and integration, the benefits of asset
capitalization using SAP S/4HANA in FIM are substantial.
From improved operational efficiency to enhanced financial
transparency, organizations can achieve greater control and
optimization of their assets, ultimately driving sustainable
growth and competitive advantage in the dynamic landscape
of the medical industry.
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