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• Understand the role of cost centers in SAP and how they support planning, allocation, and reporting 

processes

• Explore planning functionality including KP06, KP26, KP46, KPD6, automated activity price 

calculation, and planning upload options

• Review actual cost capture and allocation methods including assessments, distributions, 

repostings, template allocation, and Universal Allocation in S/4HANA

• Learn how Statistical Key Figures (SKFs) are used to drive allocation logic and reporting accuracy

• Examine key data flow and core tables such as COSP, COSS, COST, COKL, and COSL, including what 

changes in S/4HANA

• Gain guidance on using SAP GUI, Fiori, or hybrid approaches for planning and controlling processes

• Understand activity type postings and the importance of KP26 setup for accurate master data and 

production integration

• Review commonly used reports, Fiori apps, and transaction codes for plan and actual analysis in 

Controlling

Introduction
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Cost center - definition
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A cost center is an organizational unit in a 
controlling area that represents a defined 
location where costs are incurred. Cost 
centers can be created based on:

• functional requirements (a department or section), 

• allocation criteria (maintenance costs that are 
allocated to a pool of manufacturing cost centers), 

• physical location (headquarters, manufacturing facility 
1, manufacturing facility 2, distribution center 1, and 
distribution center 2), and 

• responsibility for costs (finance, accounting, legal, and 
marketing).

• Cost centers are maintained using the 
MANAGE COST CENTERS app 



Cost Center - Definition
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• A cost center is one of the most widely used master data elements in controlling. 
Cost centers enable the departmental breakdown of costs. 

• They are often the lowest level of an organization where costs and departmental 
performance can be collected and analyzed. 

• Cost centers are therefore useful for departmental budgets and planning versus 
actual comparison of expenses. 

• Cost centers can also be used for the purpose of interdepartmental cost allocations 
through sender-receiver relationships. 

• The relationships can be defined in cost center allocations—some of the widely used 
methods are distribution and assessments.



Cost center hierarchy
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• A cost center hierarchy consists of groups of 
cost centers in a tree structure, within a 
controlling area. 

• Cost centers can be grouped together to 
provide summary cost information. A cost 
center hierarchy consists of nodes and sub-
nodes that cost centers are attached to.

• A cost center hierarchy comprises all cost 
centers for a given period and therefore 
represents the entire enterprise. This 
hierarchy is known as the standard hierarchy. 

• Cost center hierarchies are typically defined 
before cost centers are created. Maintenance 
is handled via the MANAGE COST CENTER 
GROUPS Fiori app.



Cost Element, Activity Types, Statistical Key Figures
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• A cost element can be defined as a vehicle for carrying costs in CO. It is a special GL account that 
provides management with a view of where and how money is being spent. It enables management 
to identify any specific areas where the organization might need to focus on controlling costs.

• Cost elements are profit and loss accounts and can be assigned as either primary or secondary. 

• Activity types refer to activities performed in cost centers within a controlling area; for example, 
labor hours or maintenance hours for a maintenance cost center.

• Activity types describe the specific activity output provided by a cost center to other cost objects 
such as work orders, internal orders, etc

• A statistical key figure (SKF) is used to track quantities and values for various operating activities. 
SKFs are designed for use in reporting and analysis and can also be used to assist in the allocation 
of costs.

• An SKF can be defined as either a fixed value or a total value. Key figures defined as fixed values 
are valid as of the posting period and in all subsequent posting periods of the fiscal year. In 
contrast, key figures defined as total values are only valid for the posting period in which they 
are entered.



Controlling master data objects and Fiori apps
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Cost Center Planning Steps
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• Step 1: Setting the planner profile (KP04)

• Step 2: Activity quantity planning—cost centers (KP26 / App: EDIT PRICES FOR ACTIVITY TYPES)

• Step 3: Activity-dependent cost planning (KP06)

• Step 4: Activity-independent cost planning (KP06)

• Step 5: Splitting activity-dependent costs (KSS4)

• Step 6: Activity price calculation (KSPI)

• Step 7: Transferring planned costs for Fiori reports (SA38: R_FINS_PLAN_TRANS_CO_ERP_2_S4H)

• Step 8: Transferring activity prices for Fiori reports (SA38: R_FINS_PLAN_TRANS_ACTY_ERP_S4H)

• Reports: S_ALR_87013611 / App: Cost Centers Plan/Actual report



Step 1: Setting the planner profile (KP04)
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• KP04: planner profile is used to pick and choose the right 
combination of fields suitable for your planning needs. 

• SAP-delivered standard planner profile SAPALL includes all possible 
combinations for planning.

• For KP26 / KP06: Option to upload cost center plans from Excel

• Instead of manually entering the cost center plans, SAP provides 
a method of uploading the data from Excel spreadsheets. 

• As part of system configuration, file formats are created and 
assigned to cost center planning layouts.

•  The upload is processed from any one of the planning 
transaction codes by navigating to the menu option EXTRAS → 
EXCEL PLANNING → UPLOAD from the transaction.



Step 2: Activity quantity planning
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• KP26: carry out activity 
quantity planning to 
determine the base for 
absorption. 

• Typically, the activity 
quantity is determined by 
the production volume for 
the planning period, 

• Can also use Fiori App: Edit 
Prices for Activity Types



Step 3: Activity-dependent cost planning (KP06)
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• KP06 is used for both 
activity-dependent cost 
planning and activity-
independent cost planning. 

• If the activity type field on 
the initial screen is 
populated with a * or a 
specific activity, this results 
in activity-dependent cost 
planning. 



Step 4: Activity-independent cost planning (KP06)
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• Leaving the ACTIVITY TYPE 
field as <blank> on initial 
screen results in activity-
independent cost planning. 

• Fixed-cost planning is 
usually activity-
independent, because these 
costs occur regardless of 
whether any tasks have been 
performed.



Step 5: Splitting activity-dependent costs (KSS4)
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• Activity-independent costs 
are attached to specific 
activity types. 

• Needed since the goal is to 
load costs for the to the 
product, via cost drivers 
(activity types).



Step 6: Activity price calculation (KSPI)
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• KSPI: Activity prices calculated for 
cost center/activity type 
combinations 

• Alternate transaction: KP26

• Manual price update – 
calculate outside the system 
and update directly 

• Does not give the cost 
component breakdown of 
activity price into e.g., Labor, 

Benefits, Depreciation, Maintenance costs



Step 7: Transferring planned costs for Fiori reports
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• Universal Journal uses: 

• ACDOCA table for actual data

• ACDOCP table for planning data

• ACCOSTRATE table for calculated rates

• Fiori reports access the newer planning tables 
but not the special CO tables (COSP, COSS, COST, 

etc.) 

• The planning data should be made available to 
support Fiori reports for plan/actual 
comparison.

• SAP has provided a means of updating the 
planning tables from the CO tables. 

• SA38: R_FINS_PLAN_TRANS_CO_ERP_2_S4H



Step 8: Transferring activity prices for Fiori reports
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SA38: R_FINS_PLAN_TRANS_ACTY_ERP_S4H)



S_ALR_87013611 - Cost Center Actual/Plan/Variance Report
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Plan data populated during 
planning phase (typically once a 
year)

Actual data populated on an on-
going basis

• Payroll

• Depreciation

• Expenses

• Cost allocation

• Activity confirmation



App: Cost Centers Plan/Actual report
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Cost Center Planning Steps
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Cost Allocation Methods
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• A typical manufacturing facility incurs costs in various departments, including services rendered by 
support departments to the production department. 

• Usually, the goal is to transfer costs from service departments to production departments, so that 
the costs get added to the cost of the product. 

• This transfer of costs internally within controlling is achieved using allocations.

• There are two main types of allocations in controlling: distribution and assessments.

• Distribution: Original, primary cost element is retained and passed on to the receivers. 

• Assessments: Original cost elements are grouped together into assessment cost elements 
(secondary cost elements); and passed on to the receivers. Original cost elements are not 
displayed on the receivers.

• The sender and receiver rules are known as segments. Segments are maintained in allocation 
cycles. 

• Once an allocation cycle posts, the sender-receiver (segment) information is displayed in the 
controlling document.



Distribution
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• Whether you select distribution or assessment (or both) as method of cost allocation, depends on 
your business requirement.

• Example: A facilities department (one sender) responsible for a building. 

• Incurs three primary costs: building rent, telephone expenses, and supplies.

• Four departments: marketing, finance, purchasing, and HR (four receivers). 

• Costs are allocated based on predefined percentages.

• Distribution: 

• Same primary cost element is used to allocate costs. 

• The sender cost center gets a credit using three original primary cost elements. 

• Four receiving cost centers will each see three original primary cost elements as debits.

• Each department can identify cost allocated on each of the three cost elements-rent, 
telephone, supplies. 



Assessment
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• Assessment: 

• A secondary cost element for assessment, (say, facilities expense), is used to 
allocate costs. 

• The sender cost center gets a credit via the assessment cost element. 

• Four receiving cost centers will each see one secondary cost element as debit.

• The receivers do not know how much of this facilities expense consists of rent, 
telephone, and beverage. 

• One would need to look up a report for the sending cost center to identify the 
breakdown of these costs.



Other Methods for Cost Allocation
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Traditional methods (GUI-based )

• KSV5 Distribution

• KSU5 Assessment

• KSC5 Indirect Activity Allocation

• KSW5 Periodic Reposting

• KPAS Template Allocation

• KSI4 Overhead Calculation

Universal Allocations (S/4HANA feature)

• Allocation Context (Cost Centers, Margin Analysis, Profit Centers)

• Actual/Plan Indicator

• Allocation Type (Overhead, Distribution, Intercompany, Top-Down)
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Cost center absorption transactions 
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Plan and Actual Transactions
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Process step Frequency-Plan Plan Frequency-Actual Actual

Activity Quantity Annual KP26 On-going / Daily CO11N / CO15 / COR6N / CORK

Activity Dependent Cost Annual KP06 On-going / Daily FI postings
Activity Independent Cost Annual KP06 On-going / Daily FI postings
Indirect Activity Allocation Annual KSCB Monthly KSC5

Assessment Annual KSUB Monthly KSU5

Splitting Annual KSS4 Monthly KSS2

Activity Price calculation Annual KSPI Monthly KSII

Activity Price Report Annual KSBT Monthly KSBT
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Data Flow of Activity Types in Product Costing
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• Configuration:

o OP19: Standard Value Key is configured, that uses parameters

o OP7B: Parameters are defined

o OP54: Formula definition is configured

• Master Data:

o CRC3 Resource (or CR03 Work Center): Formulae Keys for Activity Types

o C203 Master Recipe: Activity quantities are maintained

• Transaction Data:

o Standard costs: CK11N / CK40N uses Activity quantities from Recipe; prices from Cost Center Planning

o Actual costs: Confirmation absorbs Activity Type costs on orders



OP19: Standard Value Key, OP7B: Parameters

32

OP19 Standard Value Key (up to six parameters)



OP54: Formula Definition
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3

SAP_03 * SAP_09 / SAP_08 / SAP_11

Labor * Operation qty / Base qty / Operation splits

SAP_02 * SAP_09 / SAP_08 / SAP_11

Machine * Operation qty / Base qty / Operation splits

Formula for Labor hours
Formula for Machine hours

Table TC25 where OP54 formulae 

are stored



C203: Master Recipe
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4

Activity quantities (10 Machine 

Hours, 15 Labor Hours) for the given 

Base Quantity in Recipe Header 

(1,000 KG)

Only three Activities on Recipe, since 

Resource has only for three Parameters

[Best Practice Recommendation: 

Define all six parameters and their 

formulae in Resource, even if you do 

not plan to use them on the Recipe. 

This will facilitate potential use of 

additional Activities in future]



CK13N: Display Cost Estimate
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Activity quantities (100 Machine Hours, 150 Labor Hours) for the given Costing (10,000 KG) 
Proportionately calculated based on 1,000 Base qty in Recipe (10 Machine, 15 Labor Hours)
 [Activity Rate: MCHRS: 74 / Hour; LABOR: 36.80 / Hour]



Activity Absorption on Orders
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• Accounting entry on order confirmation:

o Credit: Activity Type secondary cost element and Cost Center 

o Debit: Activity Type secondary cost element and Process Order

• Pre-determined Activity Rate is used for posting [MCHRS: 74.00; LABOR: 36.80]

• Controlling-focused posting [FI is updated based on CO-FI real-time integration (new GL) or CO-FI 

Reconciliation (classic GL); or Activity allocation cost element (S/4HANA)]

• Can (optionally) revalue orders with actual activity rate at month-end
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Steps followed during manufacturing plant go-live
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• Stock upload using transaction code MIGO, movement type 561

• Quantity is entered in the material document; cost is picked up from material master

• Standard cost from legacy system should have already been updated during material master load

• Quantity X standard cost = inventory value in SAP

• Material documents are posted, can be reviewed using MB51

• Financial documents are posted behind the scenes

• Debit Inventory

• Credit Migration Account

• Review stock quantity and amount in MB52, reconcile with inventory file provided

• Review inventory posting in financial accounting using MB5L – MM and FI must tie 

• Can filter for plant and material to ensure only new plant related inventory balances are looked at

• Alternate transaction code to review inventory balance in FI – FAGLB03, restrict for profit centers



Steps followed during manufacturing plant go-live
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Activities Team

Cross-function: MM01 Create material master, update prices – MBEW – STPRS Master Data 

Cost center and Profit center Load Master Data 

KP26 Maintain [Cost Center + Activity Type] combination Product Costing 

CRC1 Resource Master Load Master Data 

Bills of Materials and Recipe load Master Data 

Product Costing - Dry Runs (dependency on BOM, Recipe, Activity prices, Material prices) Product Costing 

Inventory load Logistics 

Check stock values (should be exactly same as legacy value – since standard price is loaded) Finance 

Final Validation/check Costing (determine expected revaluation, should be within tolerance) Product Costing 
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Cost Objects: Overview
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• Production Order: Material Master, BOM, Work Center, Routing (Order category 10, Type PP01)

• Process Order: Material Master, BOM, Resource, Master Recipe (Order category 40, Type PI01)

• CO Production Order: Material Master (Order category 4, Type CP01)

• Product Cost Collector: Material Master, BOM, Work Ctr, Routing (Order cat. 5, Order Type RM01)

• Internal Order: No logistics master data is necessary (Order cat. 1, several order types available)

• Plant maintenance order: Work Center, Functional Location (Order category 30, Type PM01)

• Sales Order: Sales and Distribution side master data

• Cost Center: No logistics master data is necessary



Cost Objects: Prerequisites (Master Data), Order Type Used
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Cost Objects: Transaction Codes For Various Processes
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New transaction codes for 
S/4HANA: KKAOH (WIP)
KKS1H (Variance) 
CO88H (Settlement)
KO8GH (Settle Internal Order)
VA88H (Settle Sales Order)
KKAKH (WIP-Sales Order)
KSS1H (Variance-Cost Center)



Fiori apps with associated GUI transactions
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Resources
• First Steps in SAP S/4HANA Controlling (Second Edition) by Ashish Sampat and Tom King; 2025; Espresso Tutorials

https://www.espresso-tutorials.com/learning-content/first-steps-in-sap-s4hana-controlling-second-edition
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This is the second edition of the book “First Steps in SAP 
Controlling” which I had the honor of authoring in 2015. 

The second edition is co-authored by Tom King, updated for 
S/4HANA and Fiori.

https://www.espresso-tutorials.com/learning-content/first-steps-in-sap-s4hana-controlling-second-edition
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Questions & Answers

Contact Information:

Speaker: Ashish Sampat

https://www.linkedin.com/in/sampatashish

Email: ashish.sampat@vthinkinc.com / 
sampat_ashish@hotmail.com

Telephone: +1 224-507-4409



Thanks for attending

this session!

Produced by:

Disclaimer: SAP®, R/3, mySAP, mySAP.com, xApps, xApp, SAP NetWeaver®, Duet®, PartnerEdge, and other SAP® products and services mentioned herein as well as their 

respective logos are trademarks or registered trademarks of SAP AGCorp in Germany and in several other countries all over the  world. All other product and service names 

mentioned are the trademarks of their respective companies. ERP is neither owned nor controlled by SAP

 

Join Us Again Next Year!

For details visit:

erpcorp.com/conference

Or email us at

controlling@erpcorp.com
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