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Chapter 4
Management Accounting

This chapter details the available management accounting functional-
ity in SAP S/4HANA Finance, including the architecture, key SAP Fiori
apps, and enhancements. We’ll break down management accounting by
subareas, covering a comprehensive view of controlling in SAP S/4HANA.

Management accounting refers to internal reporting that supports management
decision-making. This is different from financial accounting, which refers to external
accounting. Management accounting is represented in SAP within the controlling
functionality, and encompasses cost element accounting, overhead cost controlling,
product cost controlling, and profitability analysis.

SAP S/4HANA introduces a number of simplifications and enhanced features to man-
agement accounting, thereby improving your management reporting capabilities.
Most significant is the integration between financial accounting and controlling with
the Universal Journal (introduced in Chapter 2 and discussed in detail in Chapter 3),
which creates consistency across internal and external reporting. This chapter details
the changes across the subareas of controlling in SAP S/4HANA.

Here’s a preview of the impact SAP S/4HANA has on management accounting:

m Unified master data maintenance across financial accounting and controlling (inter-
nal and external accounting is in sync) with the integration of cost elements as gen-
eral ledger accounts
Controlling allocations are now a single allocation across financial accounting and
controlling, including cost center, profit center, cross-company postings, and cus-
tomer fields
Flexible hierarchies are enabled for profit center and cost center hierarchies
Cost of goods sold (COGS), work in process (WIP), and variance analysis reporting are
enhanced

® Enhanced inventory reporting with the Material Ledger

®  Market segment reporting provided within margin analysis
As we discussed in Chapter 3, Section 3.2.2, the Universal Journal (table ACDOCA) merges

controlling data across cost center accounting, profit center accounting, profitability
analysis, materials management, and order management.




4 Management Accounting

The core controlling functionalities that we’ll explore in this chapter are cost element
accounting (Section 4.1), overhead cost controlling (Section 4.2), product cost con-
trolling (Section 4.3), the Material Ledger (Section 4.4), and margin analysis (Section 4.5).
We'll also take a brief look at central projects functionality in Section 4.6.

4.1 Cost Element Accounting

Cost element accounting refers to the internal management reporting of costs and rev-
enue during direct postings, allocations, settlements, and distributions. There are sev-
eral key features in cost element master data in SAP S/4HANA that enable enhanced
reporting across financial and management accounting with the Universal Journal,
which are described in this section, including relevant reports.

4.1.1 Process Overview

A cost element is a term used to describe general ledger accounts that are part of the
profit and loss (P&L) financial statement. While not required, generally P&L accounts in
financial accounting have an associated cost element in controlling.

Cost element master data has been affected by the merge of financial and management
accounting. Cost element master data is now part of the chart of accounts represented
as general ledger accounts, enabling a single master data element for reporting at the
general ledger account/cost element level. The changes to cost element accounting
have an impact on controlling processes, including overhead cost controlling, product
costing, the Material Ledger/actual costing, profitability analysis, and reporting.

Cost element accounting helps record the accounting transactions in the management
reporting books. Tracking costs for various internal accounting and reporting pro-
cesses needs a general ledger account equivalent (the cost element) to record the
events that have an impact on financial position of an organization either internally or
externally.

4.1.2 Primary and Secondary Cost Elements
There are two key types of cost element master data:

® Primary cost elements refer to costs and revenues that are directly posted to via a
general ledger account posting, whether manual or automated, in a business pro-
cess. This could include COGS and sales revenue posted during a sales transaction
with a customer, or a marketing expense recorded when a purchase order goods
receipt is posted.

m Secondary cost elements refer to costs and revenues that result from value flows
within an organization, for example, allocations and settlements.
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Prior to SAP S/4HANA, cost elements were maintained as separate master data from
general ledger accounts. Primary cost elements were created one-to-one with the
respective general ledger account. Secondary costs elements weren't directly associ-
ated to general ledger accounts but rather were mapped in configuration to general
ledger accounts. Often, SAP customers chose to map multiple secondary cost elements
to a single general ledger account. This created a dependency on management reports
based on cost elements separate from financial statement reports (based on financial
accounting) using general ledger accounts in order to analyze internal value flows.

In SAP S/4HANA, primary and secondary cost element master data merge into the
chart of accounts, with the cost elements defined as general ledger accounts, reducing
dual maintenance issues. Rather than creating cost elements separately and then link-
ing them via configuration to map to a controlling/financial accounting reconciliation
account in the general ledger, cost elements are simply created as primary costs or rev-
enue, or as secondary cost (general ledger accounts). The general ledger account master
data contains settings to indicate the type of cost element.

The cost elements are categorized by a cost element category and there are different
cost element categories for primary and secondary cost elements. Let’s walk through
the primary cost element categories first, as shown in Figure 4.1:

® 01: Primary costs/cost-reducing revenues
This cost element category is used for all operational expense general ledger
accounts.

® 03: Accrual/deferral per surcharge
This cost element category is used in cost center accounting with the percentage
method of accrual calculation. Instead of using actual costs posted in financial
accounting, the accrual cost will be calculated based on a certain percentage.

® 04: Accrual/deferral per debit = actual
This cost element category is used only in the target = actual method of accrual cal-
culation with cost center accounting. The system uses this cost element category to
post accrued costs in cost center accounting.

= 11: Revenues
This cost element category is used for all operational revenue general ledger
accounts.

® 12: Sales deduction
This cost element category is used for sales deductions required to post against to
sales and distribution.

® 22: External settlement
This cost element category is used for cross-functionality settlement from different
functionalities to finance, like settlement from controlling to finance.

m
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4.1 Cost Element Accounting

® 90: Cost elements for balance sheet accounts in financial accounting
This cost element category (not shown) is used for asset balance sheet accounts. The
functionality of cost element category 90 is enabled though marking the checkbox
for Record Account Assignment, as shown in Figure 4.2. This field will be available
only for the asset reconciliation general ledger account and the cost element 90 cat-
egory will be applicable only for asset general ledger accounts.

S v < ».3- , Change G/L Account Centrally
v B % < > ©&  Edi financial statement version  Edit set  More Exit
* GIL Account: | 64505000 Interest Expense
*Company Code: 2F10 | US Company Code & 8@
Type/Description  ControlData  C i Key i ion (C/A)  Infor... ¥ <.
Balances in Local Crcy Only: ~
= Hit List 6 Entries X

Fixed short Description
o1 Primary costs/cost-reducing revenues

03 Accrual/deferral per surcharge

04 Accrual/deferral per debit = actual

11 Revenues

2 sales deduction

2 External settlenent ]

Account M

Clerk Abbreviation:

Account Settings in Controlling Area ZFNX FTA Controlling Area

*CElem category: |1 Primary costs/cost-reducing revenues ~

Figure 4.1 Primary Cost Elements

S| v < ».3 ? Change G/LAccount Centrally

v B % < > [  Edifinancial statement version  Editset  More v/ Exit

*GIL Account: 15000020 Buildings

=3
=]

*Company Code: |ZF10 | US Gompany Gode &

Type/Description  Control Data i Key i ion (C/A) Informatio... > ...

Balances in Local Crey Only:
Exchange Rate Difference Key:
Valuation Group:

Tax Category: |* Al tax types allowed
Posting without tax allowed:
Recon. Account for Acct Type: | Assets v
Alternative Account No
Acct Managed in Ext. System:
Inflation key:

Tolerance Group:

Account Management in Company Code
Open Item Management:
Open ltem Mgmt by Ledger Group:

Sort key:

Authorization Group:

Clerk Abbreviation:

Account Settings in Controlling Area ZFNX FTA Controlling Area

r 5
Record Account Assignment: N
L gl

Figure 4.2 Activation of Account Assignment for Cost Element 90
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Next, the following cost element categories can be used for secondary cost elements, as

shown in Figure 4.3:

® 27:Internal settlement
This cost element category is used to settle order or project costs to controlling

internal objects.

® 31: Order/project results analysis
This cost element category is used to save the order/project results analysis data on

the relevant order/project.

® 41: Overhead Rates
This cost element category is used to further allocate overhead costs using overhead

rates from cost centers to orders.

® 42: Assessment
This cost element category is used to allocate costs using the assessment method.

® 43:Internal activity allocation
This cost element category is used during internal activity allocation and in activity-
based costing.

® 50: Project-related incoming orders: Sales revenue
This cost element category is used for sales revenues from sales orders with incom-
ing orders in the current period of the project-related incoming order.

S|~ < »3!'7 Change G/LAccount Centrally

v| B % < > X Edifinancial statement version  Editset  Time-Dependent Atiributes  More

*G/L Account: 87000005 Secondary Cost

]

*Company Code: ZF10 US Company Code 53 5]

= Hit List 10 Entries X

Type/Description Control Data

Balances in Local Grey | Fixed Short Description

Exchange Rate Differenc| | B
21 Internal settlement

Valuation (|39 order/project results analysis
TaxCat |41 overhead Rates
Posting without tax al| | *2 S
23 Internal activity allocation
Reca s m S e e e B
Alternative Accou| |51, Project-related incoming orders: Other revenues
Acct Managed InExt. § |52 Project-related incoming orders: Costs
) 61 Earned value
Inflatid :
66 Reporting Cost Element CO-PA
Tolerance ¢

Account Management in Company
Open Item Mat

Open ltem Mgt by Ledg

So

Authorization

Clerk Abbreviation:

Account Settings in Controlling Area ZFNX FTA Controlling Area

* CElem category: |41 Overhead Rates

Figure 4.3 Secondary Cost Element Categories
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® 57: Project-related incoming orders: Other revenues
This cost element category is used for other revenues, such as imputed interest,
from sales orders with incoming orders in the current period of the project-related
incoming order.

® 52: Project-related incoming orders: Costs
This cost element category is used for costs from sales orders with incoming orders
in the current period of the project-related incoming order.

® 61: Earned value
This cost element category is used for the earned values from the earned value anal-
ysis in Project System.

|

66: Reporting Cost Element CO-PA
This cost element category is used for assignment of value fields to cost elements in
profitability analysis.

4.1.3 General Ledger Account Types

When creating general ledger account master data, you select an account type that

indicates the type of balance sheet or P&L account. The account type designation

drives the general ledger account used based on the configuration settings, including

whether the general ledger account can be represented as a cost element.

General ledger master data will have the following attributes according to the nature of

the general ledger accounts:

Chart of accounts information
Chart of accounts information is valid for all the company codes, such as name of
the general ledger accounts, account number, group account number, and so on.

Company code information
Company code information is valid for the respective company code, and it may be
different from one company code to another company code.

Controlling area information

Controlling area information is valid for the respective controlling area, and it may
be different from one controlling area to another controlling area. Usually, there will
be only one controlling area since the controlling area information remains same
for all the company codes under one controlling area. This controlling area informa-
tion is required only for primary and secondary cost elements.

There are four general ledger account types in SAP S/4AHANA:

Balance sheet accounts

Nonoperating expenses/revenues
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® Primary cost elements

® Secondary cost elements

As shown in Figure 4.4, SAP S/4HANA provides a general ledger account type for sec-
ondary cost elements.

=~ < hi ‘ '? Display G/L Account Centrally

~ > = Edit financial statement version Edit set Time-Dependent Attributes More Exit
* G/L Account: | 50000000 COGS Direct Material
* Company Code: |ZF10 US Company Code &l |20 (] with Template & ]

Type/Description Control Data Create/bank/interest Key word/translation Information (C/A) Infor... > cos

Control in Chart of Accounts ZFNX Standard FTA Chart of Accounts
— o
G/L Account Type: LPrlmary Costs or Revenue
Account Group:  Balance Sheet Account
Detailed Control for P&L Statement Accol Nonoperating Expense or Income
Functional Area: Primary Costs or Revenue
Secondary Costs
Cash Account
Description
Short Text: | COGS Direct Material

G/L Acct Long Text: |COGS Direct Material

Consolidation Data in Chart of Accounts ZFNX Standard FTA Chart of Accounts

Trading Partner No.:

Figure 4.4 General Ledger Account Type for Secondary Costs

The classification of primary and secondary cost elements as general ledger accounts
has several impacts:

® Secondary cost elements appear in general ledger reports.
m Secondary cost elements always balance to zero.

® Default account assignments previously maintained in cost element master data are
now maintained in configuration for the default account assignment (Transaction
OKB9).

® Atime dependency for cost elements no longer exists.
® The cost element attribute mix no longer exists.

® Cost element groups still exist, but cost element master data transactions (Transac-
tions KAO1, KAO2, KAO3, and KA06) no longer exist (these will launch Transaction
FSOO for general ledger account master record maintenance).
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4.1 Cost Element Accounting

Definition of Secondary Cost Elements/General Ledger Accounts

When defining secondary cost elements as general ledger accounts, consider compro-
mising on the level of detail to ensure the chart of accounts isn’t expanded unneces-
sarily. Especially if you're converting from another SAP system to SAP S/4HANA,
rationalize the needs of internal and external reporting to find a compromise rather
than simply mapping secondary cost elements to general ledger accounts. As your
company decides to move to SAP S/4HANA, it’s an ideal time to rationalize your exist-
ing chart of accounts so accounts that are no longer in use aren’t brought into the SAP
S/4HANA system.

Role Considerations for Cost Elements

Merging financial accounting, controlling reporting, and cost element master data
within the chart of accounts may require changes to master data approvals within
your organization. Ensure that users have authorization to general ledger accounts and
cost elements if they’ll maintain primary or secondary cost elements. Additionally,
there are implications to the controlling business transactions maintained in Transac-
tion OKP1. Ensure that postings are allowed for general ledger accounts and their
respective controlling business transactions.

4.1.4 Profit and Loss Account Types

Specific to P&L financial statements, nonoperating expenses/revenues and primary and
secondary cost element general ledger account types are further broken out by P&L

account types in the general ledger master data.
SAP S/AHANA defines P&L general ledger accounts in three ways:

m P&L accounts with no reference to controlling (no associated cost element)

® P&L accounts for postings to cost centers, orders, projects, margin analysis dimen-

sions, and so on (formerly primary cost elements)

® P&L accounts to document cost flows from senders to receivers (formerly secondary

cost elements)

Further, there’s now controlling-specific settings within the Control Data tab in the
general ledger account master data, as shown in Figure 4.5. The cost element category
is maintained here, similar to the cost element categories within the separate cost ele-

ment master data that once existed.
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= v < hi ‘ '? Display G/L Account Centrally

ln T
& > B9  Editfinancial statement version  Editset  More v Exit
15 =l
* GIL Account: | 50000000 COGS Direct Material
* Company Code: |ZF10 US Company Code & | |7 | |0 (] With Template 8w
Type/Description Control Data Create/bank/interest Key word/translation Information (C/A) Informatio... ? ...
Posting without tax allowed: [« v
Recon. Account for Acct Type: ~
Alternative Account No.:
Acct Managed in Ext. System:
Inflation key:

Tolerance Group:

Account Management in Company Code

Sort key: 001 Posting date
Authorization Group:

Clerk Abbreviation:

Account Settings in Controlling Area ZFNX FTA Controlling Area

* CElem category: |1 Primary costs/cost-reducing revenues

Record Quantity

Internal UoM:

Figure 4.5 Cost Element Category within the General Ledger Account Master Data

4.1.5 Cost Element Accounting Reporting

Cost element accounting reports are used to evaluate one or more business processes
in detail by cost element. The cost element reports contain the information on costs
and revenues and the standard cost element reports includes the periodic plans and
actual comparison reports. We’'ll discuss a few key reports in the following sections.

Cost Element Breakdown by Company Code

The breakdown of cost elements by company codes (Transaction S_SLO_21000007) is
one of the reports that can be used for the reconciliation of controlling and financial
accounting. In the selection criteria, you can select the controlling area, the period, the
company codes, and the cost elements. After execution of the report, you can see an
overview of all the characteristics, such as company codes, cost elements, and cost cen-
ters. You have flexibility for the display of these characteristics. If there are postings on
different account assignment objects, they will be listed in this report as well.

Figure 4.6 shows the cost element balance with the combination of cost objects for which
an actual cost was posted under the respective company code and controlling area.
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4 nzﬂ '7 Cost Elem.: Objects
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Figure 4.6 Cost Element Breakdown by Company Code

Display of Actual Cost Documents

The actual cost controlling documents (which will be posted to a specific cost element)
can be displayed using the Display Actual Cost Documents SAP Fiori app or Transaction
KSB5N. Controlling documents generate when you post actual/plan postings, such as
settlements, transfers, or activity allocations, in controlling objects. You can display
these documents and the original documents recorded in financial accounting.

The controlling document, as shown in Figure 4.7, always shows the complete docu-
ment, regardless of whether the relevant partner object meets the selection criteria.
This means that both debit and credit line items are displayed, even if any of these line
items belong to different partner objects.

e < "2' P4 Display Actual Cost Documents
v| @ Document 63 MasterRecord @ ¥V = = # B B I = B Moev Q  Exit
Layout 1sap Primary cost posting
COarea currency usD usD
valuation View/Group 0 Legal valuation
7 DocumentNo Doc. Date Document Header Text RT RefDocNo User Name Rev RvD
PRw OTy Object €0 Object Name Cost Elem. Cost element name Val/COArea Crcy Total quantity PUM 0 OffsetAcc
/& A00004£G00 01.03.2022 R 4900001053 NPATNAM
L
1 CTR zE012000 Machining 50000040  Consptn Raw Mat 10.500,00 1.050 EA M 14200010

Figure 4.7 Display of Actual Cost Controlling Document

4.2 Overhead Cost Controlling

Overhead cost controlling impacts and integrates with planning, allocating, con-
trolling, and monitoring overhead costs. Overhead costs are typically collected in cost
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centers. Through appropriate allocation processes, these costs are then allocated to
receivers. At the end of the period, the planned overhead costs can be compared
against the actuals for target/actual variance analysis. With the merge of financial
accounting and controlling in SAP S/4HANA, there are a number of features in over-
head cost controlling.

We'll start with a process overview of overhead cost controlling in the next section, and
then walk through the key overhead cost controlling functionalities in SAP S/AHANA.
We'll also discuss key overhead cost controlling reports.

4.2.1 Process Overview

Overhead is the business cost that is incurred in daily business processes. The overhead
costs can'’t be assigned directly to cost objects or products and are divided into direct
and indirect overhead costs. Any business process will have several types of overheads
fixed and variable overheads. Fixed overhead costs remain constant every period and
won’t change according to the production process, whereas variable overhead costs are
expenses that may vary according to production process level.

Overhead controlling applies to all industries since all organizations need to monitor
and control their operational expenses and assign costs to the products and services
with which they earn their revenue, irrespective of whether these are physical or finan-
cial products and irrespective of the nature of the service provided.

Overhead cost controlling deals with planning, allocating, controlling, and monitoring
overhead costs. Overhead is important to having strong financial planning and determin-
ing the precise costing of a particular product within cost object controlling. Overhead
costs are typically collected in cost centers. Through appropriate allocation processes,
these costs are then allocated to receivers. At the end of the period, the planned overhead
costs can be compared against the actuals for target/actual variance analysis.

All financial transactions, including primary and secondary postings, take place in
financial or general ledger accounting outside of controlling; these business transac-
tion results are then posted in controlling. All primary costs posted on P&L accounts
will have assignment of cost objects, like cost center, profit center, functional area,
profitability segment, and so on.

Unlike the primary cost posting, the secondary cost postings are generated within con-
trolling as part of the month-end process. Secondary cost postings have no impact on
the financial accounts; however, a secondary cost posting switches the results of the
profit centers, functional areas, and cost centers. The secondary cost postings will
always have a sender/receiver relationship in management accounting. Secondary cost
postings move costs within the P&L statement, but in some cases, there will be a value
added in the sense that the costs can be capitalized within the balance sheet.
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Sometimes the primary expenses might be posted on the incorrect cost objects, and
they need to be assigned to the right cost objects. Controlling provides an allocation
mechanism to correct the assigned cost object. The cost of the source object can be allo-
cated to target cost objects by using allocation methods like distribution, assessment,
periodic reposting, and indirect activity allocation.

Another key process within overhead cost controlling is the overhead calculation. The
purpose of overhead calculation is to charge the costs from the cost center to the pro-
duction or manufacturing orders based on a percentage; for example, it might be
required to assign the warehousing costs to a production order based on the underly-
ing material costs. There are two different methods of overhead calculation:

m Costing sheet application usage
The costing sheet functionality helps to determine how the overhead will be
applied:
— Basis for the calculation (e.g., all relevant raw material costs)

— Conditions under which overhead is applied (e.g., within a particular plant or
when manufacturing a particular material)

— Percentage to be applied (e.g., 10% on all raw material costs)
— Cost center that’s the sender of the charge (e.g., the warehouse cost center)

® Template allocation application usage
Template allocation is used in more complex scenarios and to clear all the costs on
the cost centers at the period end.

Finally, the settlement process is used to move the overhead costs from the sender
object to the relevant receiver.

4.2.2 Cost Allocations

As discussed in Section 4.1, cost element accounting primary and secondary cost ele-
ments are now defined as general ledger account master data in the chart of accounts.
This enables the integration of financial accounting and management accounting with
the Universal Journal. This single source of truth for financial reporting impacts how
cost allocations are performed and reported.

In order to achieve management reporting that aligns expenses with the appropriate
cost objects, costs are allocated between cost objects based on percentages, fixed
amounts, or statistical key figures. Secondary cost elements are used to facilitate cost
allocations. The sender cost object is credited with a secondary cost element and the
receiver is debited with a secondary cost element.

An example of cost allocation is the allocation of an indirect overhead expense like
fringe benefit expenses. Fringe benefit expenses may be captured at an overhead cost
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center and can be allocated to the corresponding cost objects (work breakdown struc-
ture [WBS] elements, orders, or cost centers) based on headcount or salaries (depend-
ing on which cost is the proper driver of the cost). Headcount is referred to as a
statistical key figure.

SAP S/4HANA provides a new universal allocation feature that covers the profit center
allocation, cost center allocation, and top-down distribution. Universal allocation
includes multiple ledgers in multiple currencies with line items in the Universal Jour-
nal. There are still functional gaps in universal allocation, so it isn’t yet possible to run
cumulative cycles that combine data from several periods or iterative cycles that take
costs to build cyclical relationships in which one cost center is both the sender and the
receiver in the same cycle. It’s also not possible to use a source structure to distinguish
the costs to be allocated by type. The allocations take place within a single company
code, whereas the classic transactions can allocate between senders and receivers in
several company codes, provided they all belong to the same controlling area.

This new universal allocation process consists of the following SAP Fiori apps:

® Manage Allocations
You can use the Manage Allocations app, as shown in Figure 4.8, to define the cycle
that acts as the framework for the allocation and the segments within this cycle that
determine the senders and receivers of the allocation. You can then define the driv-
ers to be used to capture the relative weightage between the different receivers.

Allocation Cycle Cycle Description Company Code Valid From  Allocation Context Ledger Created By Name Changed By Name

INV9 INVO INVL (INV1) 01.06.2022  Cost Centers IN BEST BEST
Executed On: 09.06.2022
Allocation Status: Unlocked

Context Type Text: Cost Centers

Executed On:
Allocation Status: Unlocked

INVQ Allcoation INV1 (INV1) 01.01.2022 Cost Centers IN BEST BEST
Context Type Text: Cost Centers

< SAP4 Manage Allocations v Q o 2
Standard * ~ Where-Used [
Allocation Context Editing Status Allocation Type: Ledger Company Code:

Search Q v | A v v & IN.® &

Allocation Status: Allocation Cycle: Plan Category ActualPlan
o ) ) o Adapt Filters (2) E
~ R
Allocation Cycles (2) Standard \/ + - & (@ v

Figure 4.8 Manage Allocations
® Run Allocations

You can use the Run Allocations app, as shown in Figure 4.9, to create a run and then
trigger the allocation cycles either immediately or at a scheduled time.
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< E! ¥ Run Allocations v Q A 2 < ..3!, Run Allocations v Q 4 8
»
Standard v © INV6 &
[ — o — e [ — Fiscal Year: 2022 Allocation Context: Cost Centers Status:
Search Q ) ) ) ) Fiscal Period: 006 - 006 Allocation Type: Overhead Allocation Completed
Run Date: 09.06.2022 Actual/Plan: Actual
Allocation Context: Allocation Type: Actual/Plan: Test Run:
X Errors/Warnings: 0 Ledger: IN
o v v “ Adapt Filters
A R Allocation Results (1) Senders (1) Receivers (1) Messages (2)
Allocation Runs (17) | Standard \ Reverse  New & (& v *Currency: | Global Currency Vly ® @ ww @ O [ @
Run Name Allocation Context  Allocation Type Run Date Start Time  User Name Test Run Status {5 senders Receivers {Z|
INV1 Cost Centers Distribution 21.10.2022 04:53:49 BEST No Error > & Account 942000 (Assessment) - 1~ # Account 942000 (Assessment) - 1=
Reversal Status:
o £} CC: INVICARMO1 (Car CC: INVICARSEA (Sales
TEST Cost Centers Distribution 21.10.2022 04:53:14 BEST Yes Completed > ™ Manfacturing Cos) > & Admin Cost)
Reversal Status: ] Amount -785,00 USD 5] Amount 785,00 USD
Overhead
INVE Cost Centers . 09.06.2022 04:20:19 BEST No Completed >
Allocation . . .
Reversal Status: Figure 4.11 Display Allocation Flow

Figure 4.9 Run Allocations
4.2.3 Internal Orders

There’s often a need for costs and revenues to be planned, collected, and settled at a
dimension other than the cost center. While cost centers provide a mechanism for
reporting departmental expenses over the long term, internal orders are ideal for

= Allocation Result
You can use the Allocation Result app, as shown in Figure 4.10, to display the result
of the allocation in list form and to access the Allocation Flow app.

shorter-term, simple projects.

< '“3‘ ? Run Allocations v Q Q4 &
] Internal Order: 1000361, Test Internal Order
INV6 =
Edit  Copy Display Settlement Rule ~ More B @
Fiscal Year: 2022 Allocation Context: Cost Centers Status:

Fiscal Period: 006 - 006 Allocation Type: Overhead Allocation Completed
v General Data

Run Date: 09.06.2022 Actual/Plan: Actual
Errors/Warnings: 0 Ledger: IN Controlling Area: ~ ZFNX FTA Controlling Area Estimated Costs:  0.00
Order: 1000361 Test Internal Order Currency:  EUR European Euro
Allocation Results (1) Senders (1) Receivers (1) Messages (2)
—_— Order Type:  ZF11 Internal Qrder-01 Processing Group: 00
Reference Order: Person Responsible:
8] =
Applicant: Telephone:
Allocation Cycle Segment Name Valid From Cycle Description Segment Description Number of Senders Number of Receivers
Telephone: Work Start Date:
INVS INV9 01.06.2022 INV9 INVO 1 1
Application Date: Work End Date:
Department: Work Approval: [

Figure 4.10 Display Allocation Results

v Assignments

m Allocation Flow

Organizational Assignments

You can use the Allocation Flow app, as shown in Figure 4.11, to display the flow of
costs from the sender to the receivers. This differs from the Allocation Result app in
that you select an individual cost center and can then see all allocations to and from
that cost center; whereas the Allocation Results app shows the flow between the
senders and receivers in a single allocation run.

122

Company Code:

ZF60 Italy Company Code

Requested by

Requesting Cost C... :

Business Area:

Cost Center Respo... :
User Responsible:
Location:

Location Plant:

Tax Jurisdiction:

Requesting Compa.

Plant: Requesting Order:
Functional Area: Links

Object Class:  Qwerhead costs WBS Element:

Profit Center:  ZF60 Test profit center Sales Order/ltem No.:

External Order No.:

000000

Figure 4.12 Internal Orders
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Internal orders are cost objects in controlling that can be used for the purpose of man-
agement reporting on expenses and revenues for basic internal projects. Examples of
internal orders include marketing projects like tradeshows or capital projects like sys-
tem implementations. Internal orders can be contrasted with work WBS elements,
which are part of the Project System functionality. While internal orders are single-
dimensional cost objects that can be grouped with internal order groups, WBS ele-
ments have a project/network structure that can be represented as a hierarchy.

The Internal Order app, shown in Figure 4.12, provides an overall view of internal order
master data, including links to navigate to relevant data such as customer, profit cen-
ter, fixed asset, and WBS element. This app provides significant benefit by offering nav-
igation links to quickly retrieve information about the internal order.

4.2.4 Project Cost Reporting

Projects are a cost object available for reporting on complex projects. As discussed in
the previous section, projects are in contrast to internal orders as they provide a task-
oriented, hierarchical structure for reporting on internal or customer-facing project
expense and revenue. WBS elements are often more appropriate for complex internal
projects with tasks and timelines. Examples include internal projects like research and
development (R&D) for a new product line, or customer-facing projects like servicing
customer equipment based on scheduled maintenance.

< SAP Display Project Actual Cost Line ltems

Save as variant  Selection options  Dynamic selections  Delete selection criterion  Selection screen help  More ~ = Exit
Project Management Selections (Other DB profile: 000000000001)
Project: [DT-080801 | o
WEBS element: | ‘ to: |
Materials in netwcrk:| ‘ to:|
Cost Elements
Or
Cost Element Group: I:
Posting Data
Posting date: | 01.09.2022 to: | 30.09.2022

Figure 4.13 Project Cost Report — Line Item
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The Project Costs Report — Line Items app, shown in Figure 4.13, provides a means of
monitoring project costs for WBS elements and of comparing plan and actual cost data.
The app enables filtering and drilldown, including navigation to specific journal entries
to further analyze costs. An overview version of the app exists as well, providing a sum-
marized view of the same data. This line-item reporting capability is an improvement
over pre-SAP S/AHANA reporting as its drilldown capability permits easy navigation to
source transactions down to the journal entry level.

4.2.5 Flexible Hierarchies

A new concept introduced in SAP S/4HANA is the ability to maintain profit center and
cost center hierarchies more flexibly. Maintenance of cost center and profit center
hierarchies is burdensome for many organizations, as the hierarchy levels are main-
tained manually and aren’t necessarily representative of a specific data element. Flexi-
ble hierarchies offer the ability to build cost center and profit center hierarchies using
attributes on the associated master data.

Let’s explore an example including flexible hierarchies. If cost centers are to be rolled
up using geographical dimensions like city, region, or country, then these three dimen-
sions on cost center master data could be used to represent these three levels of the
cost center hierarchy.

The Manage Flexible Hierarchies app, shown in Figure 4.14, provides a means of deter-
mining the structure of hierarchy levels using existing fields on cost center or profit
center master data. The fields provided in the app are standard, but they can be
amended with customer-specific details.

< SAP Create Flexible Hierarchy v

New Hierarchy

Basic Information Filter Criteria Structure Master Data

Hierarchy ID: * ‘ ‘

Description: * ‘ ‘

Filter Criteria

Hierarchy Type:* v

Structure

Figure 4.14 Flexible Hierarchy Maintenance
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4.2.6 Overhead Cost Controlling Reporting

This Display Line Items — Cost Accounting app, as shown in Figure 4.15, displays all the
business transactions posted from the allocation processes with business transaction
types. Some of the transaction types get posted while allocations process, which will
reflect in the Display Line Items — Cost Accounting app: RKIU (assessment), RKIV (dis-
tribution), RKIB (reposting), and RKIL (indirect activity allocation).

The assessment allocation process is used when you plan to allocate the costs from
both primary and secondary cost elements. While using the assessment allocation pro-
cess, the transaction type RKIU will be used to post the controlling document. Here in
the assessment, the original cost element won't be recorded on the receiver, but there
will be a specific assessment cost element with category 42.

On the other hand, the distribution allocation process is used when you plan to run the
allocation for only primary cost elements. Here in distribution, the same original cost
element will be recorded on the receiver, and in this process, transaction type RKIV will
be used.

Reposting a transaction from one combination of key figure characteristics to another
combination, while reposting the controlling document, gets generated with transac-
tion type RKIB.

With the indirect activity allocation, both plan and actual activities are allocated based
on the receiver quantity of activities; while performing this allocation process, transac-
tion type RKIL will be used.

< Display Line Items in Controlling v Q Q a
Standard * Hide Filters  [5
*Ledger: Company Code: GIL Account: Posting Date Display Currency
OL (Ledger OL) v 1 Item [wl 5 [l XXXXX
Controlling Area: Cost Center: Order ID: WBS Element: Project:
[ u) ) x} [
Journal Entry: Bus. Transac. Type: Ledger Fiscal Year: Sales document: Service Document:
= u [ x} [
Reference document
=2} Adapt Filters (3) ﬂ
~
Line Items (353) Standard v & @ -
Company Code GI/L Account G/L Account Name Bus. Tr... Journal Entry Journal Entry T...  Reference document Posting D... Fiscal Year F
> Cost Center:
v Cost Center: INVICARMO1
INV1 400500 Labour Expenses RKU1 23000 co 100000 06.05.2022 2022005
INV1 400500 Labour Expenses RKU3 23001 co 100001 05.05.2022 2022005

Figure 4.15 Display Line Items
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Product cost controlling analyzes planning costs for new products, including fixed and
variable costs for each component. Cost controlling starts from the product design
phase and continues through the entire lifecycle of the product, all the way to manu-
facturing.

The key product cost controlling features in SAP S/4AHANA include:

® Costing run enhancements

® Production cost analysis enhancements

® COGS split by standard or actual cost component split
®m WIP analysis

® Production variances split by variance category

® SAP Fiori apps for material valuation, material price analysis, and production cost
analysis

We'll begin with a process overview in the next section, and then walk through these
key features for product cost controlling in SAP S/4HANA. We'll also cover key product
cost controlling reports.

4.3.1 Process Overview

Product cost controlling is used to calculate the internal cost of materials represented
as inventory on the balance sheet and the COGS on the P&L statement, which is used in
profitability analysis. Product costs are also used in comparing target versus actual
costs during production variance analysis.

Costs are planned prior to the next period or year as part of the monthly or annual cost-
ing process. Activity type rates are the mechanism for valuing internal activities to pro-
duce products (like production labor). Activity type rates can be manually entered (if
rates are known or calculated elsewhere) or calculated based on planned expenses and
quantities.

Once activity rates are calculated, costs are calculated in a costing run. Product costs are
calculated based on the materials specified on the bill of materials (BOM) and routing (in
discrete manufacturing) or a master recipe (in process manufacturing). The material
component of product cost is based on the material quantities specified in the BOM, mul-
tiplied by the standard or moving average price of the component materials. The activity
component of product cost is based on the activity quantities specified in the routing or
master recipe multiplied by the activity rate entered or calculated for the period.

Additional costs can be included in the product cost using a costing sheet configured
with rates or dollar amounts based on an overhead key, or with additive costs applied
manually by material and plant.
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Within a routing or master recipe, the production activities are broken out by the phys-
ical location where the work occurs. A work center (in a routing) or resource (in a mas-
ter recipe) identifies a machine or work area where a production process is performed.
Repetitive manufacturing uses rate routings to specify production activities and prod-
uct cost collectors to capture costs. Product cost collectors are created per production
version and track costs per period rather than per order.

Production versions indicate a combination of a BOM and routing or master recipe
required to produce a material, since there may be multiple ways to produce a material.
The most common production scenario should be the first production version. Unless
otherwise specified, the first production version is used in product costing. Production
versions can be used in discrete, repetitive, and process manufacturing.

At period end, WIP, variance, and settlement are calculated. Variances between actual
and target costs may result in changes to product costs for subsequent periods. Costs
on orders are settled and the financial and material period is closed during period-end
close to restrict material movements and accounting postings in the prior period.

SAP S/4HANA enhances product cost controlling processes and reporting by providing
additional insight into inventory valuation, COGS, WIP, and production variances. This
section will highlight these additional capabilities, as well as SAP Fiori apps that demon-
strate the enhanced reporting for product cost controlling.

4.3.2 CostingRuns

On an annual or monthly basis, materials are costed in a costing run. The Costing Run
SAP Fiori app is used to execute costing runs, analyze results, and mark and release
costs. The costing run must be created using a costing variant, costing version, con-
trolling area, company code, and transfer control. Therefore, a costing run can only be
created for one company code at a time. The costing run is also created for a particular
date range.

The costing run contains five steps:

1. Selecting
Parameters are entered that indicate which materials should be costed, and selected
materials are exploded to pick up component materials from BOMs.

2. Costing
Materials selected from the previous step are costed based on their BOM and routing
or master recipe.

3. Analysis
Costing results are analyzed by comparing current standards to estimated standards
and including expected inventory revaluation.

4. Marking
Costs are marked, or held, to be released.
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5. Release
Costs are made current and inventory is revalued.

The Manage Costing Runs — Estimated Costs SAP Fiori app provides a way to manage
costing runs for mass material costing. This app, as shown in Figure 4.16, allows you to
calculate cost estimates and mark and release materials across multiple plants and

< SAP Manage Costing Runs - Estimated Costs v Q @ Qo F
N
Standard v i
Costing Rur Costing Run Status: Costing Variant; Costing Run Date: Controlling Area:
& [ ©] | 9| [[ZFNX (FTA Controlii.. x o] B3 Adertriters )
[J Costed
. O with
Costing Runs — Estimated Costg — C°sted with erers Create Organizational Measure Show Details {3
[[] Costed with wamings
[] CostingRun  Description - Date Company Code Costing Ver... Costing Variant Costing Run Status
] Marked
M 10 a al 24 (Selected)
[] Test2 Test2 | Marked with errors 2021 ZF10 (US Company Code) 1 PYC1 (Cost Estimate Standard) @4 (selecte:
[] Testi Costing Run 1 [ Marked with warnings 2021 ZF10 (US Company Code) 1 PYCI (Cost Estimate Standard) 1 (Opened)
[ TEsT1 TESTL J Opened 2021 ZF10 (US Company Code) 1 PYC1 (Cost Estimate Standard) (@13 (Released)
(] Released -
[ 150 Testing 2021  ZF10 (US Company Code) 1 PYC1 (Cost Estimate Standard) ®5 (Costed with errors)
[ Released with errors
[[J TE0s21 E2E Test script ] Released with wamings 2021 ZF10 (US Company Code) 1 ZCV1 (Costing Vrnt Std - ZFXX) @7 (Costed)
(] TE0821F E2E Test script Upda| || Selected 2021  ZF10 (US Company Code) 1 PYC1 (Cost Estimate Standard) @ 13 (Released)
o [] Selected with errors - X
[] Test2 TEST2 2021 ZF10 (US Company Code) 1 PYCI (Cost Estimate Standard) @7 (Costed)
[[] Selected with wamings
[ RuN2 Run2 T I512.2020  ZF10 (US Company Code) 1 ZPC1 (Standard Cost Est. (Mat.)) ® (Costed with errors)
[J RuN3 Test 15.12.2020 ZF10 (US Company Code) 1 ZPC1 (Standard Cost Est. (Mat.)) @ 13 (Released)
[J RuN1 ZEO1 09.12.2020  ZF10 (US Company Code) 1 ZPC1 (Standard Cost Est. (Mat.)) (@13 (Released)

Figure 4.16 Manage Costing Runs — Estimated Costs

The recurrence for costing runs allows you to recreate a costing run based on a set fre-
quency (monthly, quarterly, or annually) without manually recreating the costing run.
The recurrence feature permits you to select frequency as well as the steps that should
execute automatically. For example, you may want to process a costing run monthly
for a given set of materials in a plant, but you want the system to stop at the analysis
step. This allows a cost accountant to analyze the cost estimates, then mark and release
the cost estimates manually.

Another key SAP S/4HANA feature for costing runs is the consolidation of quantity
structure explosion as part of the selection step in the costing run. Quantity structure
explosion is now triggered in the selection step using the multilevel quantity structure
explosion option. The quantity structure explosion feature takes the materials selected
in the selection step of the costing run and ensures the component materials specified
on the BOM are included in the costing run.

4.3.3 COGS Split by Cost Component

When goods are issued to a customer, COGS is posted to the general ledger. COGS can
be split into multiple accounts based on cost components during goods issue and
other processes in SAP S/4HANA. This functionality allows ease of reporting; in many

129




4 Management Accounting

4.3 Product Cost Controlling

manufacturing businesses, it's required to break up COGS by cost components,
whereas prior to SAP S/4HANA, users would have to run multiple reports to get this
information.

Figure 4.17 shows the configuration for COGS accounts, where you can indicate the spe-
cific general ledger accounts for cost components.

< hz A '? Change View "Target Accounts”: Qverview
f&5  More ~ =] Exit

Cost Splitting Profile: ZZNX

v NewEntries &5 O S

Splitting of Cost of Goods Sold
~[1 Cost Splitting Profile
~[3 Source Accounts

~ [ Strategy Sequence Valuation View: ' Legal Valuation ~

Source Account: 50001000

9 Target Accounts Strategy: |1
[ Offsetting Accounts

CO A : ZZNX
[ Company Code Settings i

[0 Document Type Mapping Chart of Accounts: | ZZNX

Target Accounts @
Cost Comp. Str. Cost Component Target Account Target account text
zz 100 50002000 [COGS -FG/SFG (Mater) -
zz 110 50002000 [COGS -FG/SFG (Mater)
zz 120 50003000 ICOGS -FG/SFG (OP Co)
Zz 130 50004000 [COGS - OH (FGISFG)
zz 140 50002000 [COGS -FG/SFG (Mater)
zz 150 50004000 [COGS - OH (FG/ISFG)
zz 160 50004000 [COGS - OH (FG/SFG)

Figure 4.17 COGS Split Configuration

Figure 4.18 is an example of an accounting document posted with COGS split, showing
the breakdown of separate general ledger accounts by cost component.

S|~ 4 r-i 2 'J Display Document: Data Entry View

v| & [H @ & I DisplayCurrency 25 General Ledger View  Moare v Exit

Data Entry View

Document Number: 14900000001 Company Code: ZS10 Fiscal Year: 2022
Document Date: | 05.09.2022 Posting Date: 05.09.2022 Period: 9
Reference: 0080001026 Cross-Comp.No.:
Currency: |USD exts Exis Ledger Group:
ellz]=]a v |v]|[z|v B B8] v|(@D
co.” [item Kk scaccount Description Quantity Cost Center  Profit Center Amount Crcy  LC Amount LCurr  Group Curr Group curr
Z510 199 13400000 Inventory FinishedGd 5- CBTPROFI.. 50,00- USD 50,00- USD 50,00- USD
2 81 54083000 Inv Chg COGS w/CE ] CBTPROFI 50,00 USD 50,00 USD 50,00 USD

Figure 4.18 COGS Split Posting
This functionality is further enhanced with the COGS split that’s based on the actual

cost component split. Prior to SAP S/4HANA, COGS could be split by the cost compo-
nent based on the standard cost estimate. Now, COGS can be revalued based on the

130

actual cost components during the revaluation run in the post-closing step after actual
costing (see Section 4.4.3 for more information on actual costing runs).

The actual COGS split functionality is possible for additional processes with internal
order or project specified as the account assignment. Previously, this COGS splitting
functionality was only possible for goods movements with reference to a sales order.

4.3.4 Work in Process Analysis

At period end, several processes must be executed to value production costs not yet
received into inventory. When an order is still active at period end, the cost remaining
on the order is considered WIP. These orders remain open during period end, assuming
further production will occur on the order in the next period.

The system calculates WIP at target cost for product cost collectors, production orders,
and process orders. Orders must not be in a status with the deletion flag (DLFL) or
deleted (DLT) to be included in WIP calculation.

In product cost by period (repetitive manufacturing), the quantities confirmed are val-
ued at target cost based on the valuation variant configured for WIP and scrap. In prod-
uct cost by order (discrete manufacturing), WIP is the difference between the debit and
credit of an order that hasn’t been fully delivered.

In product cost by order (production orders), SAP S/4HANA values WIP based on the
total target debits (material issuances and activity confirmations) minus total credits
(finished inventory received into stock). If WIP is calculated as a negative value, the sys-
tem creates a reserve for unrealized costs.

WIP is calculated via Transaction KKAO or the SAP Fiori app Calculate Work in Process —
Orders - Collective.

In SAP S/4AHANA, WIP positions are now available with a higher granularity that shows
the underlying primary and secondary costs. The analysis is achieved by linking gen-
eral ledger WIP line items with settlement line items via the order number in the gen-
eral ledger line items.

4.3.5 Production Variances Split by Variance Category

Production variances are calculated during period-end close or production/process
order completion based on the target versus actual costs. Variances can only be calcu-
lated after WIP is calculated on relevant orders. The system won't calculate variances on
an order classified as active (with WIP balances) since it’s considered in-process. Vari-
ances are calculated based on actual debits minus actual credits minus WIP minus scrap.

Variances are calculated via Transaction KKS2 or the SAP Fiori app Run Variance Calcu-
lation — Order - Single.
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SAP offers variance analysis on inputs and outputs to orders. Input variances include
the following:

= Input price variance
Differences between plan and actual material and activity prices. Only calculated if
material origin is selected on material master.

® Resource-usage variance
Different materials and activities than were planned in BOMs and routings/master
recipes.

® Material quantity variance
Different material quantities issued than were planned in BOM:s.

® Remaining input variance
Costs are entered without a quantity or when overhead rates are changed.

® Scrap variance
Differences between operation scrap in routing and actual scrap confirmed.

The output variances include the following:

® Mixed price variance
Caused when the system determines a different mixed cost than the released cost
estimate. Must be selected in the variance variant to appear.

® Qutput price variance
Standard price changed between delivery to stock and when variances are calculated
or moving average price materials aren’t delivered to stock at standard price.

® Lot size variance
Differences between the planned and actual costs that don’t vary with lot size.

® Remaining variance
Differences between target and allocated actual costs that cannot be assigned to any
other category. Also, this is used when no variance categories are defined in the vari-
ance variant.

SAP S/AHANA offers production variance split by variance category. With this function-
ality, production variances can be split into multiple accounts based on variance catego-
ries during order settlement. This provides significant benefit for analyzing production
variances at the general ledger level and with general ledger-based reports.

4.3.6 Manage Material Valuations

The Manage Material Valuations app, as shown in Figure 4.19, provides an overview of
valuation data or materials, including sales order stocks. Valuation details include
quantities, prices, and total values by currency type and period for given materials,
plants, and company codes. This app provides price history, tax and commercial prices,
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and standard cost estimates, and allows you to change inventory prices and release
planned prices based on thresholds.

This app replaces the functionality of the following four apps:

m Release Planned Price Changes

®m Enter Future Prices

® Change Material Costs

® Debit/Credit Inventory Values

< SAP  Manage Material Valuations v Q @ 4 F

Standard* v

Company Code Material Plant

Q| [[zF10 ws Company... x © ] | [

[ Material Plant Valuation Type  Ledger Currency Type

[J FG1_CP (CP-FGL, Shaft with Rolling Bearings) ~ ZF10 (FMO Plant US) OL (Ledger OL) 10 (CCde Crey)
Total Value: 223.80  USD
Inventory Price: 18.65  USD
Price Unit: 1 PC

Valuation Quantity: 12 PC

[ FG1_CP (CP-FGL, Shaft with Rolling Bearings) ~ ZF10 (FMO Plant US) OL (Ledger 0L) 30 (Group Crey)
Total Value: 223.80  USD
Inve

y Price: 18.65  USD

Price Unit: 1 pC
Valuation Quantity: 12 pC

[ 2 (Raw Material 1) ZEO1 (Memphis) OL (Ledger 0L) 10 (CCde Crey)
Total Value: 13,590.00  USD
Inventory Price: 15.00  USD
Price Unit: 1 EA
Valuation Quantity: 906 EA

[J 2 (Raw Material 1) ZE01 (Memphis) OL (Ledger 0L) 30 (Group Crey)

Total Value: 13,590.00  USD

Inventory Price: 15.00 ~ USD

[l ﬂ Adapt Filters (1)
Enter

Current Material Valuations (778) T @ v

Figure 4.19 Manage Material Valuations

43.7 Material Inventory Values: Balance Summary

Inventory valuation is based on the standard cost or current moving average price of a
product multiplied by the valuated inventory on hand. In SAP S/4HANA, inventory val-
uation is stored in the Universal Journal as journal entries are posted to the general led-
ger with the integrated use of the Material Ledger. For that reason, inventory valuation
is directly in sync with the general ledger, and reporting on material inventory values
can now be retrieved at an accounting document level.

The Material Inventory Values — Balance Summary app provides balance details on
inventory value and quantity of material inventory for a particular period using posted
journal entries. This app is a balance version of the Material Inventory Values — Line
Items app, which provides line-item level detail. In the Material Inventory Values —Line
Items app, you can view inventory value and quantity by company code, general ledger
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account, material group, material, business transaction type, posting date, document
number, and many more criteria. The Material Inventory Values — Balance Summary
app, shown in Figure 4.20, provides company code, plant, valuation area, material,
material group, profit center, general ledger account, segment, and key figures like
quantity and amount in the general ledger currencies.

< SAP Material Inventory Values - Balance Summary Qa @ 4o F
Navigation Panel v By Ow
Ledger* Company Code:* Reporting key date:* GIL Account
[locx 9 | [zr0x 9 | (22092022 % ]| © Adapt Filters (3) E
Navigation Panel W DataAnalysis  Graphical Display  Query Information 0
Dimensions . <No Bookmark Loaded> - V Filter ~  Sort ~  Hierarchy ~  Drilldown ~  Display + ses  Navigateto v L v
[ Co.. L. GlLAccount = ProductGro..= ProfitCenter = Segment = Inventory Quantity  Amountin Compan... Amountin Global C...
Search Dimensions
N ZFNXIE 1000_C 19,998 EA $1,999,800.00 $1,399,800.00
Rows % ZFNX/YBI00  1000_C S0EA $4,500.00 $4,500.00
g m Company Code ZFNX/ZFPC1.. 1000_C 3,596 EA $ 323,640.00 $ 323,640.00
s n Ledger 1000_C 130 EA $1,300.00 $1,300.00
} ZFNXIZFPCL...
g m GIL Account ZF10 4,204 EA $59,851.00 $59,851.00
S Product Group L002 1000_C 51,723 EA $5,213,827.50 $5,209,417.50
ZFNX/ZFPCL...
2 om Profit Center ZF10 - $ 4,414,254.00 $ 4,304,154.00
2w Segment 1000_A -800 EA $-80,000.00 $-79,700.00
Columns % ZFNX/ZFPCC...  1000_C 1,203 EA $120,300.00 $122,380.00
s 238 EA $23,800.00 523,800.00
i > Measures
ZFNXIZFPCD... # 6EA S 600.00 $600.00
Available Fields ZENXH # 12pc $223.80 $223.80
ZFNX/142000.
= m Chart of Accounts 1000_C 200 EA $1,100.00 $1,100.00
ZFNX/YBS00
= m Material # 15pC 5 15,000.00 5 15,000.00
= m Plant ZF10 oL ZFNX/ZFPCL.. 1000_C 99 PC $1,846.35 $1,846.35
= m Product hierarchy L004 ZFNX/ZFPC1.. 1000_C . $980.00 §28,955.00
= Valuation Category ZFNX/ZFPCC...  1000_C 256 BT $11,524.40 $11,524.40
= m Valuation Class 1000_A 389 EA $7,780,000.00 $7,780,000.00
- Valuation Type ZFNX/ZFPCD...  1000_C 28,981 EA $518,510,570.00 $518,510,570.00
- Valuation area # 4,067 EA $1,955,770.00 $1,955,770.00
ZFNX/ZFPCL..  1000_C 2,514 EA $2,514.00 $2,514.00
Show additional dimensions from datas B Ten 5120000 5120000
# ZFNXIZFPCL...
Show additional measures from dataso ZF10 SEA $3,600.00 $3,600.00
ZFNXIZFPCL.. ZF10 100 EA $12,700.00 $12,700.00
E002 ZFNXIE 1000_C 10EA $100.00 $100.00
ZFNXJE 1000_C 315EA §23,20049 §23,20049

Figure 4.20 Material Inventory Values —Balance Summary

4.3.8 Material Price Analysis

Reporting on prices at a material level with the Material Ledger is improved in SAP
S/4HANA with the Material Price Analysis app. This app, shown in Figure 4.21,
removes the plan/actual comparison formerly in Transaction CKM3. Additionally,
there’s no longer a separate view for cost components; they're instead integrated
into the main screen.

Other changes to the material price analysis include the flag for selecting cost compo-
nents not relevant for material valuation, or only cost components relevant for mate-
rial valuation. By default, selection of inventory relevant cost components is split.
Technically, data is now retrieved from tables MLDOC, MLDOCCCS, and MLDOC_EXTRACT, and,
for the material price analysis report, table MLDOCCCS EXTRACT. In addition to the status
of the materials, the status of the activity types is displayed in the Processing section.
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G hz L '? Material Price Analysis

o

v O £ 5 Moev
* Material: |FG233 % FG233, Kanban_00
*Plant: |ZF10 FMO Plant US

- T T
Valuation Type: SD'

] |Sales Order Stock/Project Stock

PeriodiYear: |1 2021 | [< | > Period Status: [ | Period Opened Without Stock
* Curr./Valuation: Company Code Currency usp Ledger: OL Ledger OL|
View: Price History -

1 | Prices and Inventory Values

== ] V| v|||Z|v = ||B v |Ev || v|| @] & |v=Reference Object |Original Document
Transaction Object U.. ChgTotin... Value Ch... Price Mov. Per TotalStock Total V.. New Price
Beginning Inventory PC 0 0,00 0,00 1 0 0,00 18,65

Figure 4.21 Material Price Analysis

4.3.9 Production Cost Analysis

Once orders have gone through the period-end close steps of WIP, variance, and settle-
ment, production order costs are analyzed to ensure orders are fully settled and to iden-
tify root causes of large variances. Production order costs were previously analyzed in
Transaction KOC4. Now, SAP S/4HANA offers the Production Cost Analysis app, shown
in Figure 4.22, which offers enhanced analysis capabilities at a more granular level.

The app provides a summary and detail view of production costs for production orders,
comparing plan versus target versus actual costs. The Production Cost Analysis app
enables order analysis at an overall and detailed level, as well as cost component anal-
ysis, including that of cost component groups. This app supports variance analysis by
including the variance categories to further analyze target versus actual variances.

< SAP Production Cost Analysis v Q €@ 4 F
el
Standard* v ©
Profit Center: Plant: Order Type Material: Order:
© =] | © © ©
Plan Category:* Order Status: * Period From: * Period To: *
Manufacturing Order Stan... ~ | | Open and Closed T [ 0092022 009.2022 B Clear  Adapt Filters (4)
— O
Order Analysis  Cost Component Group
Order List (0) Standard \/ | Orders Including Order Items &
Exception Status ~ Order = Order Item Material Tgt DR/Actl DR Target Cost Debit Actl Cost Debit Total Actl Cost Order Status O...

Figure 4.22 Production Cost Analysis

One useful feature of the Production Cost Analysis app in SAP S/4HANA is the ability to
analyze production costs at an operation and work center level. Costs can also now be
planned at a work center/operation level, which enables plan/actual analysis with
more granularity than before. This is provided by a new planning solution, using table
ACDOCP, which allows planning costs for manufacturing orders. This functionality sup-
ports decision-making and accountability at a detailed responsible area level.
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43.10 Product Cost Controlling Reporting

SAP S/4HANA provides multiple reports to analyze the plan and actual values of the
standard price costing. We'll discuss them in the following sections.

Material Cost versus Cost Estimate

The Material Cost versus Cost Estimate app is used if there’s a larger volume of data,
and a costing run is run in the background overnight. For this reason, it’s important to
quickly receive an overview of the results of a costing run. The standard system sup-
plies the following three variants of this report:

® Results of Costing Run
You can display the results of one or more costing runs.
® Price versus Cost Estimate
You can compare the selected cost estimates against a material master price that
you select.
® Variances between Costing Runs
You can compare costing runs with each other.

Each of these report variants has its own selection screen where you can specify the cri-
teria by which you want the system to select objects or data for the report.

You can execute the report by inputting the costing run parameters that you want to
compare. In Figure 4.23, for example, we have Costing Run ID, Costing Date, Plant, and
Costing Status.

< AnalyzelCompare Material Cost Estimates Q Q 2
Get Variant... All Selections Delete Selection Criterion Set Currency... More v/ Execute and Print Save as Variant... Exit
Selection

Costing Run 1
Costing Run: | PPC11

Costing Date: 09.10.2022

Plant: Q o
Costing Status: g
Exceptions
Threshold Red [Amount]: [%]:
Threshold Yellow [Amount]: [%]:

v| Display Positive and Negative Variances

Only Display Exceptions

Figure 4.23 Material Cost versus Cost Estimate Selection Screen
The report output, as shown in Figure 4.24, indicates the variation and percentage of

change from a previously existing material price to a new material price coming from
the new costing run with a combination of parameters like material, lot size, total stock,
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and so on. Based on the variation, you can further analyze the respective BOM, routing,
and other parameters that contribute to costing.

Cost Component View 01(Cost of Goods Manufactured)

Material description LotSize per Unit  9%Var. costingMM  Anticip. reval. Total Stock  Val. MatMs ~ CostingRe  Var. costin

g Material - g/MM
FG111 B FIN111_B, MTS-DI, PD 100 1 PC 15,83- 0 1.865,00 1.569,70 295,30-
FG111 C FIN111_C, MTS-DI, PD 100 1 PC 15,83- 0 1.865,00 1.569,70 295,30~
FG126 FIN126,MTS-DI,PD,SerialNo 100 1 PC 100,00- 487 1.889,00 1.889,00-

FIN126,MTS-DI,PD,SerialNo 100 1 PC 3,56- 326,29- 487 1.889,00 1.821,69 67,31-
FIN126,MTS-DI,PD,SerialNo 100 1 PC 0,84 487 1.889,00 1.904,80 15,80
FG129 FIN129,MTS-DI,PD,QM 100 1 PC 100,00- 3.200 998,00 998,00-
FIN129,MTS-DI,PD,QM 100 1 PC 21,68- 6.912,00- 3.200 998,00 781,64 216,36-
FIN129,MTs-DI,PD,QM 100 1 PC 25,05 3.200 998,00 1.247,95 249,95
FG1_CP CP-FG1, Shaft with Rolling Beari 100 1 PC 79,46- [ 1.865,00 383,00 1.482,00-
CP-FGL1, Shaft with Rolling Beari 100 1 PC 100,00- 0 1.865,00 1.865,00-
FG226 FIN226,MTO,PD,Batch-Fifo 100 1 PC 100,00~ 0 2.658,00 2.658,00-
FIN226,MTO,PD,Batch-Fifo 100 1 PC 11,22- [ 2.658,00 2.359,89 298,11-

< Ty Analyze/Compare Material Cost Estimates Q A4 2
Q = HS = = Y b B fx 1 X % Detailed Report: Cost Estimate More v/ Q &  Exit
Currency USD United States Dollar
Base Values Based On Costing Lot Size

Figure 4.24 Material Cost versus Cost Estimate Report Output

Cost Components — Materials

The Cost Components — Materials app helps you understand the different cost compo-
nents that are involved in cost calculations while executing a costing run. The cost esti-
mate of a product basically breaks down into cost components like materials cost,
activity cost, production cost, overhead cost, and so on.

Using the Cost Components — Materials app, as shown in Figure 4.25, the cost accoun-
tant can verify the different cost components that are involved for a particular material
in a specific cost estimates run by passing the input parameters like material, plant,
costing variant, costing version, and costing date valid from.

< SAP4 Analyze Cost Component Split for Planned Costs: Cost Components

Report object
Material: FG-FL-MV-V02

Plant: 1710

Costing variant: | PYCL
Costing version: | 1

Costing Date: 01.07.2022 Q Cost est.

Report parameters
Cost base: 100,000|

Cost Comp. View: 1 Cost of Goods Manufactured v

Figure 4.25 Cost Components Selection Parameter
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The Cost Component — Materials app, as shown in Figure 4.26, also provides a list of

components that contribute costs in the cost estimate of that material with the total

overall values along with fixed and variable costs.

4.3 Product Cost Controlling

< SAP4 Multilevel BOM: Value / Amount / Status

ey

(S Cost Components
Q = = 4 5 % B 4 = 2aN | 128 ) Currency... More \/

Material FG-FL-MV-V02 Forklift - Material variant 2

Plant 1710 S4 HANA PLANT

Costing variant PYC1 Cost Estimate Standard

Costing version 1 Version w/o Customizing

Costing Date from 01.01.2019

Costing Date to 31.12.9999

Lot size 100 PC Piece

Cost Base 100 PC Piece

Cost of Goods Manufactured

CC... Name of Cost Comp. e Overall = Fixed = Variable Crcy
109 Material Overhead usD
201 Personnel time 7.500,00 3.000,00 4.500,00 USD
202 Machine time 5.000,00 3.000,00 2.000,00 USD
203 Set-Up time 35,00 15,00 20,00 USD
209 Production Overhead usD
301 Miscellaneous usD

12.535,00 - 6.015,00 - 6.520,00 USD

Figure 4.26 Cost Components Output

Costed Multilevel BOM

The Costed Multilevel BOM — Materials app (or Transaction CK86 99) displays a hierar-
chical overview of the values for all costing items of a material or sales order based on
the BOM and routing or production version used for costing. If you want to see the
costed multilevel BOM in the cost estimate and in the information system, select
the itemization indicator when you save the cost estimate.

The costs for each component (assemblies and input materials) in the costed multilevel
BOM are based on the structure and content of the BOM of the costed material.

Based on the component view, such as cost of goods manufactured (COGM), COGS, and
stock valuation, the values will be displayed, as shown in Figure 4.27.

The app output displays the cost of each material coming from a multilevel BOM, and
the component of each BOM in the levels will be displayed, as shown in Figure 4.28. The
multilevel BOM will have child BOMs, and the app displays the cost subassemblies/sub-
components at each child BOM level. The cost of each child component rolls up to the
next highest-level component, the lowest level BOM cost rolls up to the semifinished
BOM, and then the cost rolls up to the final finished material.
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Report object
Material: FG-FL-MV-V02

Plant: 1710

Costing variant: | PYCL
Costing version: | 1

Costing Date: 01.07.2022 Q Cost est.

Report parameters

Cost base:

Cost Comp. View: 1 Cost of Goods Manufactured v

Figure 4.27 Costed Multilevel BOM Selection Parameters

< SAP4 Costed Multilevel BOM Value /| Amount | Status

e

Change Layout Choose Layout Save Layout Expand Subtree Collapse Subtree Print Preview of View More
Material FG-FL-MV-V02 Forklift - Material variant 2
Plant 1710 S4 HANA PLANT
Costing Variant PYC1 Cost Estimate Standard
Costing Version 1 Version w/o Customizing
Costing Date from-to  01.01.2019 - 31.12.9999

Lot Size 100 PC Piece
Cost Base 100 PC Piece
Cost Comp. Structure Y1 Cost Component Layout (Main Cost Comp Split)
Created By S4H_CO_DEM

Entered On 22.10.2018

Cost of Goods Manufactured
Company Code Currency

Costing Structure Error Status Total value Currency Quantity Unit of ... Resource

v Forklift - Material varian| @ 12.535,00 USD 100 PC 1710 FG-FL-MV-V02

Figure 4.28 Costed Multilevel BOM Output

Production Cost Analysis

The Production Cost Analysis app, as shown in Figure 4.29, displays overall and detailed
production costs for manufacturing orders, and it can be viewed according to accounts
and business transactions. This app provides a cost comparison based on plan or target
and actual costs.

This app provides the all the transactions and material movements against each pro-
duction order in a consolidated view. It displays total plan costs, actual costs, and all
variance categories of the production order.
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4.4 Material Ledger and Actual Costing

Figure 4.31 shows the report output. The following values are displayed for each mate-
rial, plant, production, and manufacturing order:

® The WIP values of the WIP that was calculated are reflected in the report output. The
WIP is calculated against each production order in cost object controlling (WIP Stan-
dard (Total)).

m [fthe orderisn’t completely delivered, even in the following period/month, then the
program calculates the WIP and updates it as a change in WIP. This is then calculated
in cost object controlling and compared to the previous period (WIP Standard (Per-
centage Change)).

® The total value of WIP calculated in machine learning is displayed (WIP Price Differ-
ence (Current)).

® The change in WIP calculated in machine learning compared to the previous period

< 5" D 4 Analyze Order: Target/Actual - Comparison
More
Report Object
Order: Q
Time Frame
®) Cumulated
Limited
Period frm: 11 | 2022 v AN
to: 11 | 2022 v
Report Parameters
Target Cost Versi: | 0

Figure 4.29 Production Cost Analysis Report

Display WIP at Actual Costs

The Display WIP at Actual Costs SAP Fiori app show the WIP at actual cost. The data is
displayed according to manufacturing orders or product cost collectors. The values are
accumulated up to the execution period.

Users can fill in input parameters, like company code, plant, material, and material
type, and the app provides an output with the total WIP and change in WIP from previ-
ous periods, as shown in Figure 4.30.

is displayed (WIP Price Difference (Per. Change)).

® The sum of WIP Standard (Total) and WIP Price Diff. (Current) (WIP Cum.) is dis-
played.
® The sum of WIP Standard (Percentage Change) and WIP Price Diff. (Per. Change) (WIP
Per) is displayed.
< >2‘ :’ Display WIP at Actual Costs Q jal 2
More v Exit
Company Code Currency

Qll 2| [=|lQ Y iv Sivi%iv @ By |Lv| Bv G |@ & Detailed Report: WIP /| | | & Display Controlling Area Currency

Plant  Material Description Cost Object ¥ WIP Standard (Total) = WIP Standard (Percentag... = WIP Price Differenc... = WIP Price Differe... Crcy = WIP Cumul.. = WIPP...
1710 EWMS4-50 FINS0,Fast Moving ORD 1000121 1.392,00 0,00 0,00 0,00 USD 1.392,00 0,00
1710 FG126 FIN126,MTS-DI,PD,Se ORD 1000020 40,98 0,00 0,00 0,00 UsSD 40,98 0,00
1710 MZ-FG-R300 R300 Bike ORD 1000000 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-R200 R200 Bike ‘ORD 1000001 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-R100 R100 BIKE ORD 1000002 0,00 0,00 0,00 0,00 UsSD 0,00 0,00
1710 MZ-FG-M550 MS50 BIKE ORD 1000003 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-M525 M525 BIKE ‘ORD 1000004 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-M500 MS500 BIKE ORD 1000005 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-C990 €990 Bike ORD 1000006 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-C950 C950 BIKE ‘ORD 1000007 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-C900 €900 BIKE ORD 1000008 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-R300 R300 Bike ORD 1000009 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-R200 R200 Bike ORD 1000010 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-R100 R100 BIKE ORD 1000011 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-M550 M550 BIKE ORD 1000012 0,00 0,00 0,00 0,00 USD 0,00 0,00
1710 MZ-FG-M525 M525 BIKE ORD 1000013 0,00 0,00 0,00 0,00 USD 0,00 0,00
Figure 4.31 Display WIP at Actual Costs Output

4.4 Material Ledger and Actual Costing

< g Display WIP at Actual Costs Q At 8
- L
Save as Variant... More Exit

* Company Code: 1710

Plant: to: g

Business Area: to: g

Material: to: [=ig

Material type: to: g

Sales Order: to: g

Sales order item: to: g

WBS element: to: g

Order: to: =il

Order Type: to: =il

Valuation Type: to: =il

Parameters

* Period:| 11
* Fiscal Year: | 2022

Figure 4.30 Display WIP at Actual Costs Selection Parameter
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Material Ledger accounting refers to the ability to generate financial transactions at a
material level, providing granular detail of inventory movement. Although it’s called
the Material Ledger, the material-level detail is actually stored as part of the Universal
Journal in SAP S/4HANA.
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Actual costing is an optional feature that can be activated as part of the Material Ledger
to revalue materials at their actual cost as part of period-end close. It’s important to
understand that actual costing is an element of the Material Ledger, but requires addi-
tional transaction processing to calculate and revalue inventory based on actual costs.

In this section, we’ll start with a process overview of the Material Ledger and actual
costing, and then explore the key functionalities and reporting options.

4.4.1 Process Overview

One of the major changes in SAP S/4HANA in the area of management accounting
(inventory valuation, to be specific) is that the Material Ledger is now mandatory in
SAP S/4AHANA. In other words, the Material Ledger and finance in SAP S/AHANA provide
inventory valuation, rather than the Material Ledger and materials management, as
was the case with prior SAP versions. Material valuation is now stored in Material Led-
ger tables rather than in materials management tables.

This change enables dynamic Material Ledger reporting, which is a powerful capability
given the technical advancements of SAP HANA data. Additionally, the Material Ledger
supports ad hoc reporting capabilities with SAP Fiori, as well as with other analytics
tools. Now, inventory valuation is brought into the Universal Journal, serving as a sin-
gle source of truth.

While the Material Ledger is required, activating actual costing is still optional. SAP has
made it mandatory for the Material Ledger to be active, but the specific use of the Mate-
rial Ledger can still be customized to suit your business’s needs. This requirement also
doesn’t prevent you from using either the standard or moving average prices to value
your inventory. In short, price control remains unchanged.

The actual costing process identifies the differences between the standard price and
the real procurement price of the goods movement, which are recorded in the Material
Ledger when the material movement takes place. At period end, all these recordings are
used to calculate the periodic unit price (PUP) of the materials using actual costing. Fur-
thermore, the calculated PUP can be used to revaluate the ending inventories and con-
sumptions.

Implications of the Material Ledger in SAP S/4HANA

The fact that the Material Ledger is mandatory in SAP S/4HANA doesn’t mean an addi-
tional effort on your part in terms of implementation, period-end close, or reporting.
Rather, the activation of the Material Ledger in SAP S/4HANA enables inventory valua-
tion reporting as part of the Universal Journal. Advanced reporting capabilities are just
one of the benefits. The new solution enables inventory values to be stored in multiple
currencies and, if you choose to activate multiple valuation views, according to several
parallel accounting standards. Technical benefits include the elimination of redundant
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data since local currency inventory value is stored in both material master and Material
Ledger tables. Additionally, this offers improved scalability through optimization of the
locking mechanism when material documents are created.

There are two new Material Ledger document tables in SAP S/4AHANA: MLDOC and MLDOC-
CCS. These tables replace the following periodic tables: MLHD, MLIT, MLPP, MLPPF, MLCR,
MLCRF, MLKEPH, CKMLPP, CKMLCR, MLCD, CKMLMV0O03, CKMLMV004, CKMLPPWIP, and CKMLKEPH.

4.4.2 Transfer Pricing and Multiple Valuation Approaches

Transfer prices allow organizations to value goods and services exchanged between dif-
ferent organizational units within the corporation. By valuing the exchange of goods
and services using transfer prices, you can significantly influence the actual success of
your corporate divisions or profit centers.

For example, when company code A sells raw materials to company code B, company B
pays company A a transfer price. This transfer price may be based on company code A’s
cost plus a markup or based on a market price. The transfer price provides company
code A with a profit that aligns with legal reporting requirements and is represented in
financial reporting. At a corporate level, the intercompany profit on company code A
and intercompany cost on company code B are eliminated to represent a consolidated
corporate financial report. The transfer pricing and multiple valuation approach func-
tionality in SAP S/AHANA enables reporting on both of these views.

As in financial accounting, parallel valuation can be implemented in controlling to
attribute valuation approaches to a particular ledger in the general ledger. You can
manage up to three valuation approaches, or valuation views, in parallel to support
transfer pricing: legal valuation view, group valuation view, and profit center valuation
view.

Let’s take a closer look at these valuation views:

® The legal valuation view provides a view of company codes as separate legal entities
with transfer pricing between companies within the corporation. This view is
aligned with the accounting principles of the leading ledger within the general led-
ger.

® The group valuation view provides a view of the organization as a group reporting
entity rather than many legal entities (company codes). This view can be used to pro-
vide a reporting view without intercompany transfer pricing for decision-making at
a corporate (group) level.

® The profit center valuation view enables reporting on profit centers when profit cen-
ters represent divisions within an organization and drive transfer pricing with dif-
ferent profits and profit margins.
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Activating Valuation Views

Often, legal and group valuation are required for reporting, but profit center valuation
is not. In this case, it's recommended to only activate the valuation views that are
required or will be required in the future. Activating profit center valuation requires
maintenance of additional configuration to map transfer prices at a profit center level.
If not required, this additional configuration creates unnecessary additional system
processing time and ongoing maintenance.

For your valuation views, you can either use separate ledgers or map multiple valua-
tion views within a ledger, as follows:

® Parallel single valuation refers to the assignment of valuation approaches to a single
ledger (i.e., legal valuation assigned to leading ledger). Parallel single valuation
includes:

— Valuation assigned to ledger

— Option for new implementations

— Simpler authorization concept

— Separate close processing required by the valuation view

— Multiple currencies in journal entries, allocations (assessments and distribu-
tions), and asset capitalization and depreciation

®  Multi-valuation refers to the assignment of one ledger to all currency types and val-
uation views. The multi-valuation ledger includes:

Currency types of all valuation views that can be used in that ledger

— No separate close required by valuation view

Optimized memory

Valuation view specified in reporting

You can select, per ledger, whether you want to enable a parallel single valuation or
multi-valuation approach. The leading ledger can be used either with the legal valua-
tion view or without restriction to one valuation view. However, it can’t be configured
exclusively with group or profit center valuation views.

Multiple Valuation Views

If you want to use multiple valuation views within a ledger, don’t assign a valuation
view to that ledger. This enables all currency types to be available for reporting within
that ledger.

Figure 4.32 depicts how you can design your ledgers to coincide with valuation views.
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CURTP CURTP
(toca) oy | e | o ||
oL 10 30

1000 Legal View

PC 1000 12 32 Profit Center View

CURTP CURTP
(Local) (Global)
oL 1000 10 30 11 31 12 32

Ledger View Group View Profit Center View

Figure 4.32 Parallel Valuation Approaches

4.43 Actual Costing Runs

The actual costing cockpit provides a way to perform the various steps included in
actual costing runs. These steps include production and process order closure, over-
head cost calculation, allocations, actual cost split, actual activity rate calculation, and
actual costing.

The actual costing run functionality in SAP S/4HANA includes the following:

® A change of standard price for materials and activities within the period is supported

® If a material is reprocessed by settlement, the system automatically recognizes the
dependent materials on higher costing levels that need to be reprocessed

® Consumption price differences are considered

® A two-dimensional distribution logic avoids rounding errors

® Price limiter logic is accurate on the cost component split level

Similar to costing run execution (Section 4.3.2), the actual costing cockpit requires that
you create a costing run and enter parameters for execution.

The sequence of steps in the Material Ledger actual costing cockpit are as follows:

1. Selection
Figure 4.33 shows the selection screen of the actual costing program execution. All
material transactions and activities related to the materials for which the price
determination is 3, and all activity types (if an activity type update of 2 is activated),
will be selected for actual costing execution and will be in scope for calculation of the
PUP. Parallel processing is available to run the actual costing based on the plant and
other given parameters combinations.
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< Y Costing Cockpit: Actual Costing - Change / Execute Q Q
Create Costing Run ~ Copy CostingRun  Display <->Change  Collapse Screen to Minimum Size  More \/
* Costing run: | 083122 Costing run aug 2022
*Period: 82022
* Application: ACRU Actual Costing v
4] General Data
7| Processing
Flow step Auth... Locked Para... Exec Log  Mat Stat Successful Errors Still open ActS. Successful Errors still open
Selection G © a [} 145 0 0 0 0 0
Preparation 5 X G (C] a [} 145 0 0 0 0 0
Settlement 5} X G (¢ a [} 145 0 0 0 o 0
Post Closing (5} X (£ © a [ ] 145 0 0 0 0 0
Mark Prices (4 © a [ ] 145 0 0 0 o o

Figure 4.33 Material Ledger Actual Costing Cockpit: Selection Screen

2. Preparation
In the preparation step, the settlement records are created. These settlement records
will get updated with the values while the settlement process is executed. The differ-
ent types of settlement records are used to differentiate types of value flows like
revaluation of ending inventory, revaluation of single-level consumption, multi-
level revaluation from input (material or activity), WIP input (material or activity) to
output material, and WIP increase/reduction.

3. Settlement
The processing steps that were previously performed previously in Transaction
CKMLCP (single-level price determination, multilevel price determination, revalua-
tion of consumption, and WIP revaluation) are replaced in SAP S/4HANA by a single
settlement step. The settlement step performs cost allocations and actual price cal-
culations.

4. Post Closing
The post-closing step specifies whether the system should re-evaluate the ending
inventory and consumption for the period to be closed with the prices calculated in
the settlement process step, and to whether to post the closing adjustment docu-
ments.

5. Mark Prices
If a business decides to use the PUP as the valuation price in the following period,
then you can mark and release the price as standard price (S). Then, the system
changes the price control indicator from S to moving average price (V) and updates
the new PUP as the standard price.

There are several other features added to the Material Ledger’s actual costing cockpit
(Transactions CKMLCP and CKMLCPAVR):

® A new parameter, Application, makes it possible to process alternative valuation
runs via Transaction CKMLCP and actual costing runs via Transaction CKMLCPAVR.
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®m [n the toolbar of Transactions CKMLCP and CKMLCPAVR, there’s a new button next
to Display <-> Change to switch the application from Costing Run to Run Reference
and vice versa.

4.4.4 Material Ledger Reporting

The Material Ledger provides a lot of reports to analyze the inventory values. We’ll walk
through a couple of important reports in the following sections.

Display Material Ledger Document

Every material movement records a separate transaction in the Material Ledger. The
Display Material Ledger Document app displays the transactions relevant to material
valuation in all preset currencies and valuations.

The Material Ledger document provides the information about the transaction with
details like the material code, plant, quantity of transaction, units of measurement, and
price at which the transaction takes place. In the Display Material Ledger Document
report, you can select the Material Ledger document for a specific year, as shown in
Figure 4.34.

< T Display Material Ledger Document: Initial Screen

Overview Header More v

* Document Number: | AOOOO7QF00

* Document Year: | 2022

Figure 4.34 Material Ledger Document Display Initial Screen

The document displays, as shown in Figure 4.35, and you can further navigate to the
accounting document and material price analysis of the respective material.

Display Material Ledger Document AOOOOOGROO: Overview

H 8 25 F B @) =) HBH<E TG | &) Material Price Analysis  Accounting Documents...  Source Document

Material Ledger Update

Document Number  AOOOOOGROO

Document Date 13.09.2022
User A5132702
Period 009.2022
Ledger OL (Leading Ledger)
Item Material Description Plant  ChgTotInv. Unit | Value Chg./Crey |It
900001 OTC_CHIP_TEST1  OTC_CHIP_TEST1 1007 1 EA 11,502 JPY UP

Figure 4.35 Material Ledger Document Display Output
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Material Price Analysis

The Material Price Analysis app (or Transaction CKM3) displays the valuated transac-
tions for a material in a plant during a certain period, and also the results of material
price determination with price and exchange rate differences in a price determination
structure.

This app shows the following information regarding the respective material and plant
combination:

® Beginning inventory

®m Receipts

® Cumulative inventory

® Consumption

® Ending inventory

The transactions that are controlled in Customizing using movement types are dis-
played in the other receipts/consumption or consumption categories.

After entering the input parameters, such as the plant, material, and period for which
the material transaction history needs to be analyzed accordingly, the program gives a
report output, as shown in Figure 4.36.

4.5 Margin Analysis

Either the cost accountant or general ledger accountant can execute the SAP Fiori app
to display the inventory general ledger account balance with combination of the input
selection parameters for a particular key date, as shown in Figure 4.37.

< ,.5. Y Material Inventory Values - Balance Summary Q Q a

Navigation Panel av  Ov
Navigation Panel Standard * © Hide Filter Bar  Adapt Filters (2) m
Dimensions v * Ledger: * Company Code * Reporting key date: GIL Account:
Search Dimensions Q 0.® 1710 & (17120 ® o]

Rows

Columns v Data Analysis Graphical Display ~ Query Information &3

Available Fields <Standard Query View> © |V Filter~| | Sort /| [Hierarchy v | | Drilldown v/| | Display /| | Measures \/| | Totals v

[i] No data available

Figure 4.37 Material Inventory Values: Line Iltem and Balance Summary Input Selection

The app output provides the inventory values with different combinations of the
parameters like ledger, company code, general ledger account, profit center, material
and valuation area, and so on, as shown in Figure 4.38.

Material Price Analysis

G E | &=

Material OTC_CHIP TESTL J'CT OTC_CHIP_TEST1
Plant 1007

Valuation Type
[ | Sales Order Stock/Project Stock

Period/Year 9 2022 | 4| » Period Status [i]| Quantities and Values Entered
Curr./Valuation Company Code Currency JPY Ledger OL | Leading Ledger
View Price History v

@ Prices and Inventory Values

H(EFREPL) &L ) (=o)L ) L Object] Original Document [Postings to a prior period |
Business Transacti.. Object Unit ChgTotInv. Value Chg. Price Mo... Per TotalSto.. Total Val. New Price

Beginning Inventory EA [ 0 0 1 0 0 11,502

Init.entry of stBal. 1000.. EA 1 11,502 11,502 1 1 11,502 11,502

Figure 4.36 Material Price Analysis Output

Material Inventory Values — Balance Summary

The Material Inventory Values — Balance Summary app helps the accountant to per-
form the reconciliation between the inventory general ledger account balance versus
the material master data. This report compares the total general ledger account balance
with a combination of parameters like plant (valuation area) and valuation class. The
value of the inventory general ledger account should tally with the total value at mate-
rial master based on the outstanding quantity available, including different format of
quantities like unrestricted, blocked and in transit, and so on.
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< ,.5. D 4 Material Inventory Values - Balance Summary v Q Q
Standard * Show Filter Bar  Filters (1)
To show filters here, add them to the filter bar in Filters
Sea Q Pause JumpTo |l | & (@ ]
DIMENSIONS COLUMNS Company Code == Ledger == GILAccount = Product Group =  Profi Inventory Quantity == Amountin CC Crcy == Amount in Glob. Crey ==
S Measiias o1 YBYOI 300 EA $3.000,00 $3.000,00
o0 YB111 $61.160,49 $64.004,60
Chart of Acc... YB9OI 10 BAG $980,00 $980,00
v Company C YBPMO1 YBOO! 737PC $96.072,50 $96.072,50
v GIL Account Us10 349 PC $7.686,47 $7.686,47
o Ledger ZBRAKES Us10 148 PC $5.541,52 $5541,52
X Us10, 92PC $8.089,46 $8.089,46
Material
us10 337PC $11.376,10 $11.376,10
Plant ZFORK US10 148 PC $8.073,16 $8.073,16
v Product Gro... Us10, 92PC $13.003,57 $13.003,57
i ROWS Us10, 338 PC $80.541,90 $80.541,90
Product hier... 1710 oL 13100000
y Company Code ZFRAME US10 148 PC $28.714,92 $28.714,92
v Profit Center
Ledger Us10, 92PC $61.544,66 $61.544,66
v Segment Us10 148 PC $14.049,72 $14.049,72
GIL Account ZGEARS
Valuation C.. US10 92PC $21.246,86 $21.246,86
Valuation cl...  Product Group Us10 337PC $2.843,88 $2843,88
Profit Center ZHANDLE Us10, 148 PC $2.018,76 $2.018,76
Valuation Ty...
Segment Us10 92PC $2.330,09 $2.330,09
Valuati
aluation area us1o 148 PC $6.055,82 $6.055,82
[ZREDAD L o Fr C a4 14

Figure 4.38 Material Inventory Values: Line Iltem and Balance Summary Output

4.5 Margin Analysis

Margin analysis, formally known as account-based profitability analysis, is the analysis
of the profitability of a product within an organization. All the costs associated with
manufacturing, storing, shipping, marketing, and selling a product are recorded in dif-
ferent cost categories, including direct and indirect costs. These are then analyzed
against the revenue generated from selling the product to give a complete product
profitability.
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