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Introduction

* How can you optimize SAP Controlling in S/4HANA to make the most of the available functionality.
* Look at the of how SAP has evolved over the last five decades, particularly in SAP Controlling. Also look at
examples of how customers have optimized the use of SAP software for Controlling.
» Learn about important design and configuration changes for Controlling in S/4HANA
e Cost Elements are now part of G/L Account
* Material Ledger is mandatory
« Cost components and variances break-down can now flow to Financial Accounting
* Move towards Margin Analysis (based on Account-based CO-PA)
* Howis Controlling differentin S/4HANA?
« What system and process changes | need to make in order to prepare my organization for its move to
S/4HANA?
» With Material Ledger being made compulsory with S/4HANA, do | need to train my team in its ways of
working?
* With Margin Analysis / CO-PA changing from Costing-based to Account-based, what should | do to be ready
to embrace/adapt to this change?
What are the best practices in ECC which I can utilize to optimize my SAP Controlling implementation?
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How SAP Got Here

SAP’s Next Big Thing
SAP
SAHANA
ERP
R/3
R/2
l
1979 1992 2004 2015

Source: SAP.com

World Service-oriented In-memory
Mainframe Client/server Wide Web architecture Computing

1979 — — 1992 — 2000 2004 — 2011
R2 || R3 ||  mySAP ERP HANA

gy
Source: History of SAPS/4HANA w o 2 02 6
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc F I N A N C IA LS




SAP R/1 System (1972)

SAP R/1 is the first ever product of the
ONE-TIER ARGHITECTURE Software Giant — SAP (Systems, Applications
and Products in Data Processing). As the
ggg Prelzey'ggtion name suggests, SAP R/ 1 is the system with
one tier architecture. ‘R’ stands for real time
I data processing. A Software mainly consists
J of three layers — Presentation Layer,
Application Application Layer and Database Layer. In
GUENE TiER m one-tier architecture (SAP R/1), all these
three layers were installed in one server. The
first module developed was Financial

- Accounting System. It was introduced in the
- DataBase year 1972.

layer

4
Source: History of SAPS/4HANA w 2 2 6
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc O F I N A N C I A LS



SAP R/2 System (1979)

Introduced in 1979, SAP R/2 is the SAP’s
mainframe product, the first ever compact
software package for the end-to-end
Presentation === - business applications.

One -tier Two -tier
configuration configuration

R/2 System is two-tier architecture-based
product. Presentation layer is on one server
while the application and database layers
are present in another server.

Application

—

Database a:' [._—F )

|
ey S

Database . application .| Database . Modules of R/ 2: RF (Finance) / RK
presentation processes application processes (Controlling) (current day |:|c0)’ RM
(Materials -Management); RV (Sales &
Distribution); RP (Personnel).

Source: History of SAPS/4HANA w 2 2 6
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc O F I N A N C I A LS



SAP Logon Screen — SAPR/2 System

L nt3270--1.140 -- ihsap3 [147.204.123.5)
Metwaork.  Edit Colors Fontz  Ophions TermType Help

NPESCO03 USERID / PASSHORD invalid combination
09:05:26 Term TCP30243  D4B32785 PROD Userid DO196041  30/01/97

e e e e e e e e e e IIIIIIIIIIIIIIIIIIIIII
L T e e S IIIIIIIIIIIIIIIIIIIII
S —====== ========== == fLIITIFEIFiiEiiiies
S —=== ======== = fIHIHIEIE I iridy
=_===== == ==== = ======= ===== = IIIIIIIIIIIIIII

—===== ======= == ====== ==== === IIIIIIIIIIIII

======= ===== ===== ==== fffffffffff

== === ==== == ==== m—EmmEmEEEEEE== fffffffff

- === === === mEEEEEEEEEEE= fffffff

========================================== /// Walldor f
s====ssssss===mmmmmmmmmmmssssooooooomeoees /0 Tel. 06227 340

=====> PRODUCTION SYSTEMHMWS (=====

Please enter LOGOFF or use PF3 to leave MET-PASS.

<=2

Userid: Password: New Password:

Options:

023 032
Source: History of SAPS/4HANA ' 2 2
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc
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SAP R/3 System / Enterprise Edition (1992)

SAP R/3 Architecture In 1992, SAP introduced R/3 with its client-
server concept, uniform graphical interface,
dedicated use of relational databases. The
software is highly customizable using SAP’s
proprietary programming language, ABAP/4.

Presentation

The R/3 basis software is the set of programs and

Application
Layer tools which interfaces with the computer

operating system, the underlying database, the
communication protocols, and the presentation
WORK ot woneenl  interfaces. This software enables the R/3

PROCESS PROCESS

Layer applications (Fl, CO, SD, etc.) to have the same
functionality

Source: History of SAPS/4HANA w
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc F I N A N C | A LS




mySAP ERP (1999-2004)

The Architecture of mySAP ERP

mySAP ERP Edition 2003

Additional Components
Self Services
Self-Service Procurement
Internet Sales

Application

Strategic Enterprise Management
... and more

SAP R/3 Enterprise
SAP Enterprise Extension Set

SAP R/3 Enterprise

SAP Enterprise
SAP R/3 Extension Set

up to 4.6C
SAP R/3 SAP R/3 Enterprise Core

Application Enterprise Core

e
Application Server

PEOPLE INTEGRATION
Muls Chanmel Access

g Postal CoBaborason

L  INFORMATION INTEGRATION

§ APPLICAT ION PLATFORM
g J2EE ABAP

hifll 02 2nd 05 Abswacsion

§
z
g
™

Source: History of SAPS/4HANA

mySAP ERP Edition 2004
Additional Components
Self-Service Procurement
Internet Sales
... and more

Composite Applications

SAP ERP Central Component 5.0
Self Services

Strategic Enterprise Management
SAP ECC Extension Set

SAP ECC Core

PEOPLE INTEGRATION
MuE Channel Access
|
-]

CoRaborasion

L INFORMATION INTEGRATION

5 Knowiec s

T MasterData Mgt

& PROCESS INTEGRATION

< Mnwegrason Business

g Broker Process Mgmt
§ APPLICATION PLATFORM

3 J2EE ABAP

il 08 20405 Atswacson

wbw apAo 8N

https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc

Using the mySAP.com platform, employees,
customers, suppliers, and other business
partners can work together across
company borders — anytime, anywhere.

SAP R/3 has many modules such as HR,
Finance , MM covering all enterprise. Other
products in the mySAP product suite
includes SRM (Supplier Relationship
Management), CRM (Customer
Relationship Management), PLM (Product
Lifecycle Management ) , SCM (Supply
Chain Management).
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SAP R/3 Modules, SAP ERP and Business Suite

R/3 Core Business Processes -
SAP ERP SAP Business Suite

Sales & Financial
Distribution A \ \<‘>
Material g \ fl »& Controlling
Ny % ;

CcO &
\ / Fixed Asset SAP PLM
AM

Accounting

Management

Production / PP Rl3
N

Planning SRM
i Client/ Server pS\, Project

¥ a0
Management SAP SAP
SAPERP gy

alit v : M
Quality £ \ System N
Management \ i~ \ SAP SCM

Edam: /Q% ‘ B .-;»f / Workflow SeREA

Maintenance Industry

Solutions
Human

Resources

Source: History of SAPS/4HANA —2 2 6
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc w O FI N AN C I AL S




SAP Enterprise Core Component (2004- )

SAP ERP Evolution « ECC5.0 (2004)
- ECC 6.0 (2005)
| |  Enhancement Packs (EhP) (mini-

5 to 4.6c Edition 2004 upgrades)
R— = « EhP1(2006)
- — S + EhP2(2007)

s —  EhP3(2007)

« EhP4(2008)

 EhP5(2010)

« EhP6(2011)

EhP 7 (2013)

EhP 8 (2016)

© SAP 2009 /2

Source: History of SAPS/4HANA w: 2 02 6
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc F I N A N C I A LS
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SAP HANA (2011)

SAP HANA is an in-memory, column-
oriented, relational database
management system developed and
marketed by SAP SE. Its primary function
as a database server is to store and
retrieve data as requested by the
applications. In addition, it performs

advanced analytics (predictive analytics,
m spatial data processing, text analytics,
m text search, streaming analytics, graph
data processing) and includes ETL

Database

capabilities as well as an application
server.

Structured Data  Social Network  Text Data Geospatial Data Machine Data RFID RDBMS / Hadoop

Source: History of SAPS/4HANA Wz 2 6
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc 4 O F I N A N C I A LS
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SAP S/4HANA (2015- )
SAP S/4HANA is the next-
‘—E-y S /4 H AN A_ generation business suite.

It is a new product fully
built on the most advanced
in-memory platform today

SAP SfAHANA applications and extensions

SAP Fiori UX

\ 3 — SAP HANA — and modern
S design principles with the
o SAP Fiori user experience
| JUCEN  (UX).
o~

Native integration for hybrid

4
Source: History of SAPS/4HANA w 2 2 6
https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc O F I N A N C I A LS
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CO-Fl Real-Time posting in ECC (Assessment example)

Controlling document: Cost Element -
700010 (category 42) used for S coooerses 10/11/2018 T1s2 Z01e010IBeiapicl Talage o o e
allocation between cost centres ccnnical Servics ol o000 cre 4200

Cost Elem. > ( Ty Partner objed

Financial Accounting document: GL ocument umber 100000108 Company Code 1000 sl Yer

Document Date 10/11/2018 Posting Date 10/: 18  Period

499998 (Reconciliation FI-CO) reference

Currency UR Cist Ledger Group

Reconciiation FI-CO 45,000.00 |EUR 1000
Reconciliation FI-CO 45,000.00-|EUR 4100 1600

. Configuration Accounting Maintain : Automatic Posts - Accounts
CO'FI ReaI'TIme & Posting Key | R

Rules
I n te gra ti o n a c co u nt Chart of Accounts INT  Chart of accounts - international
sacti CCl €O - FI recondiliation posting
u s ed fro m n 0 BYB / Account assignment
[

OK17 €0 Transacton

15



FI-CO RTI, different accounts in Fl for CO secondary postings

Cost allocations between cost objects using secondary cost elements can create some confusion in reporting
All such cost flows send anin/out entry in Fl, total balance of GL 499998 (Reconciliation FI-CO) is zero
Not possible to explain the flow between departments using reports in financial accounting, but rely on reports in controlling
« Example: Postings going to secondary cost element 640000 (Benefits Accrual Overhead) should go to GL 450000 (Benefits Accrual)

OKC9 - Two steps were created, one for the debit, and another for credit postings.

Step 1: Prerequisite: RCL_ICCF-RACCT = '640000' AND RCL_ICCF-BEKNZ = 'C’ Currce(;l:i%:stings:
Substitute GL 450000 ' -
Step 2: Prerequisite: RCL_ICCF-RACCT ='640000' AND RCL_ICCF-BEKNZ = 'D’ * Debit GL 640000, cost center C51101
- Substitute GL 450000 _ » Credit GL 640000, cost center C51900
Change Substitution: GCI1 - Step 001 - Overview * Flside:
% [ A [ substiution | [ step [0 Ruke | * Debit GL 499998, cost center C51101
Substutons - cn e Credit GL 499998, cost center C51900
e sStep 001 | Benefits Accrual Credt Revised postings:
: e COside:
E RCL_ICCF-RACCT = '640000" AND RCL ICCF-BEKNZ = 'C' e DebitGL 640000’ cost center C51101
Prerequists * Credit GL 640000, cost center C51900
S et + Aside:
e |t e ey | « Debit GL 450000, cost center C51101
Lot Substitutions (if prerequisite is met) * Credit GL 450000, cost center C51900

Field is substituted by:

Allocation: Sender-Recipie
allocation: sender G/L account Constant value 450000

> © Alocatin: Recpient Wz 02 6 FINANCIALS
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Real-Time Integration from CO to Fl is obsolete in S/4HANA

Display IMG
% L | Existing BC Sets C Sets for Activit A ctivated BC Sets for Activit Release Motes | Conflguratlon path II'I ECC: Flnan(:lal

Structure Addttonal information Accounting - Financial Accounting
= By SAP Custornizing Implernentation Guide

"B ® e (New) = Financial Accounting Global
[= & Activate Business Functions EA-SCHALTER

SAP NetWWeaver Settings (NeW) - Ledgers -

Enterprise Structure

B
Bf  TaetoromEl Real-Time Integration of Controlling

Mode text not found
SAP Portfolio and Project Management H H H H
R with Financial Accounting
Financial Accounting Global Settings (Mew)
Ledgers
Fields
Ledger
Fiscal Year and Posting Periods
Parallel Accounting
Real- Time Inteqgration of Cnntrnmﬁnancial Accounting
[=% (& Define Variants for Real-Time Integration \V_FAGLCOFIVARC
= & Assign Variants for Real-Time Integration to Company Codes V_FAGLCOFICCODEC

] ] ]

[ & Define Rules for Selecting CO Line tems FAGL_COFI_BOOL_RULE Ecc COI]fIguratIOI] ShOWI'I here IS nOt

[=% (& Define Field Transfers for Real-Time Integration FAGLCOFITRFLDS i -

Define Account Determination for Real-Time Integration re Ieva nt / not avallable 1] S/4HANA

Bp‘ @ Define Intercompany Clearing Accounts FAGL_COFI_CCODE_CLR

B‘;f @ Define Account Determination for Real-Time Integration |FAGL_COFL_OK17 Finance

B?y @ Transfer CO Documents Retrn;Eecth.fehr FAGIECOFITRNSFRCGDGCS
Global Parameters for Company Code

Document

T o s " 2(O26 EINANGIALS

[» | SPRO [ | sap01-205 | OVR
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Fi-CO Data Flow in ECC and S/4HANA

Overview of Finance and Controlling data flow in S/4HANA

Overview of Finance and Controlling data flow in ECC

Overhead Controlling

uoneIjIaucI3Y

S

Asset Accounting

Overhead Controlling General Ledger

Asset Accounting

General Ledger

Universal Journal (table ACDOCA)

Material Ledger

|| Reconciliation >

Profitability Analysis

Material Ledger Profitability Analysis

S ) O20 | FiNaNCIALS




Cost Element is now part of G/L Account in S/4HANA

In ECC, Cost Elements are created within Controlling module

Display G/L Account Centrally

| | | 4 ) | | Edit financial statement version || Edit set | Time-Dependent Attributes

G/L Account 94202000 Assessment Quality costs

Company Code 1710  Company Code 1710

Type/Description Control Data | Create/bank/interest i Key word/transliation |

Account control in company code
Account currency usD IRNCh R v =LA ]1 [ = Restrict Value Range (1} 10 Entries found
ialances in Local Crcy On Restrictions

Alternative Account No.

Internal settlerment

Order/project results analysis

Overhead B

Mesessment

Internal activity allocation

Project-related incoming orders: Sales revenue
Project-related incoming orders: Other revenues
Project-related incoming orders: Costs

Earned value

Reporting Cost Element CO-PA

Assessment

Int. meas. unit

10 Entries found

. D]rsoold]

20

Type/Description | Control Data | Create/bankfinterest | Key word/translation | I

Control in Chart of Accounts YCOA Standard Chart of Accounts

GfL Account Type

.'!'LCCI:IUFIt Erl:lup }\r HIEI'ICE: 5|'IE:Et ACCDU”t
ing Expense or Income

New field in G/L master: G/L Account type
Cost element category now maintained on
G/L

Transaction codes KAO1 / KAO2 / KAO3 /
KA06 now point to FS03 / FS00

w2026 FINANCIALS



CO-Fl Real-Time posting in ECC (Assessment example)

Controlling document: Cost Element -
700010 (category 42) used for S coooerses 10/11/2018 T1s2 Z01e010IBeiapicl Talage o o e
allocation between cost centres ccnnical Servics ol o000 cre 4200

Cost Elem. > ( Ty Partner objed

Financial Accounting document: GL ocument umber 100000108 Company Code 1000 sl Yer

Document Date 10/11/2018 Posting Date 10/: 18  Period

499998 (Reconciliation FI-CO) reference

Currency UR Cist Ledger Group

Reconciiation FI-CO 45,000.00 |EUR 1000
Reconciliation FI-CO 45,000.00-|EUR 4100 1600

. Configuration Accounting Maintain : Automatic Posts - Accounts
CO'FI ReaI'TIme & Posting Key | R

Rules
I n te gra ti o n a c co u nt Chart of Accounts INT  Chart of accounts - international
sacti CCl €O - FI recondiliation posting
u s ed fro m n 0 BYB / Account assignment
[

OK17 €0 Transacton

21



Assessment posting example from S/4HANA

co n t ro I I i ng d oc u m e nt : COSt EI e m e nt <% DocumentNeo Doc. Date Document Header Text BT RefDoclo

FRw OTw Object Val/COArea Crcy Partner Object

700010 (category 42) used for sooogosso1.02.2013 T
allocation between cost centres

Y 4010

Layout was applied
Data Entry View
Document Mumber 23 Cornpany Code M010 Fiscal Year
Document Date 01.02.201% Posting Date 31.01.2018  Period

Reference ( omp.No.

— T Financial Accounting document:
Original Assessment GL 700010,
700020 original account retained (no
need for CO-FI Real-Time Integration
ot Account)

2.0 6398 0 Verechnung IT \

Umlage IT Sonstige
Umlage IT & i

FiscalYear

Verrechnung IT

4010 [3000 |10 VerrechnungIT |
EUR [3020 [3000 |10 VemechnungIT |
:

E——— SAP” ) ()20 EINANCIALS




FINSC_LEDGER: Extension Ledger for management reportingin S/4H

Extension ledger brings controlling flavor to ACDOCA

With both internal and external reporting being driven from the ACDOCA finance table, you might
wonder how such adjustment postings can be made. Extension ledgers address this requirement. An
extension ledger becomes the main vehicle to bring a controlling aspect to ACDOCA.

Display View "Ledger": Overview

Dialog Structure
(I curren cy Types
[ Global Currency Conversion Settings

G ebonuercinn Settinge for Cornpany Codes .
~ lLedger
~ 1 Company Code Settings for the Ledger SIinaill cRlaEn M
(3 Accounting Principles for Ledger and Company Code Extension Led..
Extensicon Led..

Local Tax Lejr_]er Standard Ledger &

Standard Ledger 1=

Extensicn Led.. L=

Entry 1 of 8

FINSC_LEDGER ['2| | hana-is8-appl OVR |

72026 FINANCIALS
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Material Ledger in S/4HANA

In ECC, Material Ledger is optional, which includes Actual Costing functionality that calculates Actual
Cost / Periodic Unit Price

With SAP S/4HANA’s Material Ledger is mandatory (Price Determination 2 - Transaction-based); but
Actual Costing is still optional (Price Determination 3 - Single-/Multilevel)

Material Ledger related fields are available in the Universal Journal (table _ Display Material 8-0001 (Fiished Product)
ACDOCA) §} = Additional Data | & Org. Levels
- Price Determination 2 (Transactlon based) values are stored in ACDOCA

- L w1 .
uality management (&r Accounting

Excel fiir Controller

New tables for Material Documents (MATDOC), Material Ledger Document
(MLDOC) Cost Components (MLDOCCCS)

- Price Determination 3 (Single-/Multilevel) values are stored in MLDOC,
MLDOCCCS

CKM3N now integrates cost component split view within main CKM3N view (no
need to switch between Price Determination Structure and Cost Component
views)

25



Material Ledger Closing Cockpit (CKMLCP) changes

 CKMLCP now has reduced number of steps

* One single step called “Settlement” in S/4HANA replaces several steps in ECC: Single-Level
Price Determination, Multilevel Price Determination, Revaluation of Consumption (and WIP
Revaluation, if functionality is in use)

Costing Cockpit: Actual Costing - Change / Execute
Dol | =

Costing Cockpit: Actual Costing - Change / Execute
Qo | & E

Costing run ML201904 | | ML Run for 2019 04
Period 4|z2019
Application ACRU Actual Costing

Costing run
Period

General Data
T General Data

Create Cost Estimate

b= .
Flow step Authorizn|Paramete, |Execute|L | Status| Successful ..|5till open il

Selection pob 0 Flow step |Authorizn| Locked Paramete |Execute|L - | Successful _|Still open |Act Statl Successful _|still open

Determine Sequence pOk Selection bOk 0 0

Single-Level Pr. Determinati = B0k Preparation o pOp

Muitilevel Pr. Determination = pob Settlement W [ 1u]3
. . P—

Rewvaluation of Consurnption pOk Post Closing o B0

Post Closing =5 pb Mark Prices pOB
3Tk MaLerial Prices polb

Job Owverview || Schedule Manager |E“ Activity Types |@| Status Data From 05/ dCE T " Schedule Manager ”

2026 FINANCIALS
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Cost of Goods Sold (CoGS) posting by Cost Component in Fl

Display View "Source Accounts and Valuation Views": Overview

In ECC, costing-based CO-PA

allows visibility of various cost ESHe st
components in profitability 7S Clsmteny seavencs S
reports. However, in Fl, only uuiﬁ”ﬁjq:

one line item is visible for (3 Docurment Type Mapping

COGS

SplitEiI'lg of Cost of Goods Sold Cost Splitting Profile
=~ [ Cost Splitting Profile

— = - - Source Account
~* [ JSource Accounts and Valuation Views

Valuation View

With SAP S/4HANA’s account- R
. (] offsetting Accounts 0 Area
based CO-PA, different cost (3 company Cade Sttngs it o Aceouns

(I Document Type Mapping

components can be mapped to
multiple general ledger
accounts

Configuration path: Financial Accounting > General Ledger Accounting - Periodic

Processing - Integration > Materials Management - Define Accounts for Splitting the
Cost of Goods Sold (IMG Activity: SIMG_FCOC_COGS_SCHEM) w2 026 F| N AN C | ALS

r:)
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COGS posting in ECC

One document in Fl at Post Goods Issue:
* Credit Inventory, Debit COGS
Note: COGS split is available only in CO-PA

¥ 2 Display Document: Data Entry View
% 85 & & & Dspey curency =[] General Ledger View

Data Entry View
Document Number 450000000 Company Code
Document Date 01 Posting Date

Reference 00800 a4 Cross-Comp.No.
Currency

a|(a[w[W] [¥3 B5 .5 Cl@s@s]:
Co_"| Itm|PK'S Account  |Description
1000| Finshed goods nven

|

Fiscal Year
Period

Ledger Group

Profit Center
1010

Display Line Items

A Vv Integration

Document number 100056325 Item number
Posting date 01/28/2018% Period

Characteristics  Value fields | Origin data | Administrat.dat;

Foreign currency

Currency key EUR
Exchange rate 1.00000

Legal view (operating concem currency)
Value field Amount
Material Input
Material Overhead

Produc. machine fix
Produc. machine var
Production Labor fix
Production Labor var

Production Setup

w2C)26 FINANCIALS



COGS posting in S/4HANA

S/4HANA Finance ";‘E? I-_H @ 3 EE Display Currency |!-E.!|:| General Ledaer View |

List of Documents in Accounting Data Entry View
Material | Quantity Vhere | Document Number Bacooooozs Company Code Moz0 Fiscal Year
Documents in Accounting Document Date  02.05.2013 Pasting Date 02.05.2018  Period

Movement type Document Object type text Reference 0080020881 Cross-Comp.Mo.
4900000029 |Accounting document Currency ETR oyts Exist Ledger Group
Plant Werk 1 - DE 4900000030 |Accounting document
Storage location Lagerort 1 AD001TAIOD |Controling Document |,::%| =) | = ”H]l | | | O |@ = |E-ﬂ = |EI
Goods recipient KUNDE1 AD001TAHOO | Controling Document = tmlA t IDesabton | Loccuramountlicum |
boods reciment KRUNUEL :

ADO01TAHOO |Materil ledger m| Accoun escription OC.cUrr.amoun urr
MDED 1113400000 | Inventory FinishedGd 15,40- [EUR

E—
54083000 |Inv Chg COGS w/CE 15,40 [EUR

B Display Document: Data Entry View

Data Entry View
Document Number I‘-ISIEIEIEIEIEIEISU Company Code Moz0 Fiscal Year
Document Date 0z2.05.2019 Posting Date 02.05.2019 Period

cference Crose Comp.tlo. Two documents in Fl at Post Goods Issue:
e e * Credit Inventory, Debit COGS
e » Credit COGS, Debit COGS Split accounts

Account Description Loc.curr.amount Amount
MEI2EII 54083000 |Inv Chg COGS w/CE 15,40- 15,40-

99000010 |Materizlkosten 0,75 0,75
I 399000020 |Fertigungskosten 14,57 14,57 2 2
99000030 |Gemeinkosten 0,08 0,08 FI NANCIALS




Production variances in Fl by variance category

* In ECC, all production variances are bundled and posted to one price difference (PRD-
PRF) account. Analysis of variances is carried using Controlling reports

* With SAP S/4HANA, variances can be posted to different G/L accounts

Price Diff. Spltting Profile

Most literature points to variance split by variance

Controling Area
category. And this may work for some clients.

Chart of Accounts

However, some clients may want to further
breakdown variance by source cost element, apart
from variance category (see next slide for an
alternative solution)

Detailed Price Difference Accounts

Line  Description Cost Elem. From Cost Elem. To CElem Group VCat fTarget Acco... Defayl
0001 Price Difference PRIV 'RIV p2071000

0002 Price Difference QTYV

0003 Price Difference RSUV

0004 Price Difference INPV

0005 Price Difference MXPV

0006 Price Difference OPPV

D007 Price Difference LSFV SFV 2077000

0008 Price Difference REMVY EMV p2078000

Configuration path: Financial Accounting New - General Ledger Accounting New CAD
—> Periodic Processing - Integration = Materials Management - Define w 2026 FINANCIALS
accounts for Splitting Price Differences (IMG Activity: SIMG_FCOC_VARX_SCHEM)
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Production variances in Fl by cost element and variance category

* Production variance split configuration setup can be enhanced by cost element range,
(or cost element group), apart from variance category which is typically maintained.

Price Diff. Splitting Profie

Controling Area

Chart of Accounts

Detailed Price Differenc
Line  Description
1000 Raw-QTYV
1001 Pack-QTYV
1002 SFG-QTYV
1003 WIP-QTYV
1100 Raw-RSUV
1101 Pack-RSUV
1102 SFG-RSUV

Accounts

Cost Elem. From Cost Elem.... CElem Group VCat §Target Account Defaut

51100000
51500000
54300000

54400000

51500000

54300000

Detaied Price Difference Accounts

Line  Description
1603 WIP-LSFV

1700 Raw-REMV
1701 Pack-REMV
1702 S5FG-REMV
1703 WIP-REMY

2000 Machine Hours-Variable

2001 Labor Hours

2002 Machine Hours-Fixed

1000
ZCOA Production variance split configuration was setup
by cost element, along with variance category.

—
This can be visualized at KEI1 — PA transfer )

51100000 QTYVI52072100 structure for variances. Clients on ECC who use -
51500000 QTYY 00 KEI1 extensively may benefit from adapting this

54300000 QT¥Y 00 hidden feature
54400000 QT Y 30

51100000
51500000

54300000

.. Cost Elem. To CElem...

54400000 54400000

51100000 51100000

51500000

54300000 54300000

54400000 54400000

34301000 94301000

S SAP” ) (O26 |EINANGIALS




rduction variances in Fl by cost element

Transaction

Settlement

Confirmations

Confirmations

Data Entry View

Document Date

Reference

Currency

1000 191
2 86
3 50
4 40

Goods Issues
Goods Issues
Goods Issues
Goods Issues
Goods Issues

Goods Issues

Goods Receipt

Document Number

o | [ = |
= (| =
YIS

CoCd™ Item Key Account
55100000
52041002

52041002

540

52072000

6 40

52076000

Origin

1000/60000751
1000/60002422
1000/60000744
1000/60001561
1000/60002374

1000/40000240

1000/20001274

10001231/1

10001231/2

Earlier settlement document
— before change

Origin (Text)

= sl (=6 J= JEHL) [E]

Description

Pint act prod.order
PPV - Other
PPV - Other
Diference PR
PRD- Input Qty Var
PTD-Output Price Var

Cost Element ~

51500000

51500000
34300000
54300000
35100000

55100000
94301000
94301000
94311100
94311100

1000
02/22/2025

e Amount Curr.
2,785.55- UsSD
2,785.55 USD
2,785.55- USk

Cost Element (Text)

COGS - Consumption - Packaging Material
COGS - Consumption - Packaging Material
COGS - Consumption - Packaging Material
COGS - Consumption - Packaging Material
COGS - Consumption - Packaging Material
COGS - Consumption - Packaging M...
COGS - Inventory Change - Semi Finished
COGS - Inventory Change - Semi Fi..
COGS - Plant Activity Production Order
COGS - Plant Activity Production Order
COGS - Plant Activity Production Or ..

Machine Hours
Machine Hours
Personnel Hours
Personnel Hours

Fiscal Year
Period

Ledger Group

@lst Ctr  Order

and variance category

'F's a Entry View
Document Number

Document Date

Reference

o | [ = |
= (| =
YIS

Item Key Account

30006141

5.31- 0.00
266.50 0.00
0.00 0.00
0.01 0.00
3.54 0.00
264.74 0.00
326.75- 0.00
326.75- 0.00
0.00 0.00
0.00 0.00
0.00 0.00
2,103.63 0.00
2,103.63 |= 0.00
743.79 0.00

743.79

55100000 Pint
52041002 PPV

2,785.41

i

Des

0.00 =

0.00

ct prod.order
- Other

52071000 Price Difference PRI
52072200 MUV-Pack
52072300 MUV-5FG
52072500 Usg Var-Machine
52072600 Usg Var-Labor
52078000 PRD- Remaining Varia

OuUM EI Qty Variance = ResUsgVarl Price Var.

0.00
0.00
0.00

0.01-

0.00

0.01-
0.01-
0.01-

0.00
0.00
0.00
0.09
0.09
0.03

2,103.72 WD
743.82

Trs

ERem. Var.

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

P )I[E LPsl (S & A GT
e Amount Curr.

2,785.55- UsD
2,785.55 USD,

E Variance
5.31-

266.50

0.00

0.00

3.54

. 204.73
326.706-

. 326.76-
0.04
2,785.55-
2,785.51-
2,103.72
2,103.72
743.82

Order Profit Center
GBB 30006141
PRD

743.82

L O00 Fisq
02/22/2025 Pe

Led
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Margin / Profitability Analysis in SAP S/4HANA

In ECC, Costing-based CO-PA has several advantages over Account-based CO-PA. Costing-based
has been a preferred choice for majority of the clients

With S/4HANA Finance, most limitations of Account-based CO-PA have been addressed (e.g.
COGS Split, Production Variance Split, Realignment)

Account-based CO-PA helps remove duplication of two separate sources of information for FI-GL
and Profitability

Clients migrating to S/4HANA, will automatically switch to Account-based CO-PA, but will also
face a decision point on whether to continue using Costing-based CO-PA

It may be good option to continue to use Costing-based CO-PA (at least for couple of years), so as
to become familiar with the two different versions of CO-PA. Costing-based CO-PA may be de-
activated at a future date, once the client is comfortable with interpreting Account-based CO-PA
There is no standard way to convert historical data from costing-based CO-PA to account-based
CO-PA. Either one needs to activate account-based CO-PA ahead of time, or use custom tools to
build history for prior periods |

Option to activate account-based CO-PA prior to moving to S/4HANA—this would enable history
data build-up prior to migration. However, such a strategy requires careful planning, possibly

years before the actual migration WQOQé FINANCIALS



Comparison of Costing and Account-based CO-PA

Conceptual explanation of Costing-based and Account-based CO-PA in ECC and S/4HANA

Costing-based CO-PA in ECC and S/4HANA

Val. Field

Description

Amount

VVSAL

Sales revenues

2,000,000

VVDED

Sales deductions

-200,000

Net Revenue

1,800,000

Material cost

Labor cost

Material overhead

Production overhead

Cost of Goods Sold

Input price variance

10,000

Resource usage var

8,000

Remaining variance

2,000

Production Variance

20,000

Gross margin

400,000

Research and Dev

40,000

Marketing

100,000

Sales and Distrib

60,000

Net margin

200,000

Account-based CO-PA in ECC

Account

Description

Amount

110000

Sales rev - Domestic

1,200,000

120000

Sales rev - Export

-800,000

130000

Sales deductions

200,000

MNet Revenue

-1,800,000

500000

Cost of Goods Sold

501000

Production Variance

20,000

700100

Research and Dev

40,000

700200

Marketing

100,000

700300

Sales and Distrib

60,000

Net margin

-200,000

MNote: Positive / Negative signs controlled by Debit /

Credit amount in Account-based CO-PA

Account-based CO-PA in S/4HANA

Account

Description

Amount

110000

Sales rev - Domestic

-1,200,000

120000

Sales rev - Export

-800,000

130000

Sales deductions

200,000

Net Revenue

-1,800,000

500100

Material cost

500200

Labor cost

500300

Material overhead

500400

Production overhead

501100

Input price variance

10,000

501200

Resource usage var

8,000

501300

Remaining variance

2,000

700100

Research and Dev

40,000

700200

Marketing

100,000

700300

Sales and Distrib

60,000

Net margin

-200,000

*Cost of Goods Sold (CoGS) split in F

# Production variance split in Fl

Wzozé FINANCIALS




Proposed timeline for transition from Costing-based to Account-based COPA

Proposed timeline for transition from Costing-based to Account-based COPA

::::;b('::fﬁe / Altermmate use case
during S/4 (after S/4 migration)
migration)

T-3 T-2 T-1 T T+1 T+2 T+3 T+4  T+5
Planned Go-Live for S/4AHANA

. W2026 FINANCIALS




38

Contents

* History of how SAP software has evolved over the last five decades
e CO-Fl Real-Time Integration example in ECC

* Important design and configuration changes for Controlling in S/4HANA
e Cost Elements are now part of G/L Account
* Material Ledger is mandatory in S/4HANA
* Cost components and variances break-down can now flow to Financial Accountmg
* Move towards Margin Analysis

e Other Features and Innovations
 Resources
* Questions and Answers

Wzozé FINANCIALS



39

Other Features and Innovations
Fiori for better user-experience across devices
Semantic Tags for Reporting (SPRO - Financial Accounting = General Ledger Accounting -
Master Data > G/L Accounts = Financial Statement Structures > Semantic Tags)
OKTZ Maximum allowed Cost Components increased from 40 to 120
CK40N Costing Run - Simplified steps, Recurrence feature
Attributed profitability segment (SPRO - Controlling > Profitability Analysis > Master Data -
Activate Derivation for Items without Profitability Segment)
Embedded Analytics/Core Data Services (CDS)

Production/operation level info in CO, Real-time WIP and variance

Wzozé FINANCIALS



| ] | |
10r1: oSt Lenter Line items -
n a < SAP Display Actual Cost Line ltems for Cost Centers : Initial Screen

Display Actual Cost Line Items for Cost Centers : Initial Scr

Further Selection Criteria... More ~

= J=[ Further Selection Criteria... SEIection screen Controlling Area
Controling Area ROOO é ECC

Cost Center |

or S/4H Fiori~>

Cost Center Group

Cost Element:

Cost Element
or
Cost Elerment Group

Cost Element Group:

Posting Data

Posting Date: 01.09.2019 to:|30.09.2019

Posting Data

Posting Date .
Settings

Layout: Primary cost posting

Settings

More Settings

Layout Primary cost posting

| More Settings
ag | Output

[ | ksB1 P2l hana-s8-appl INS e
I °o ECC Display Actual Cost Line Items for Cost Centers

S/4H Fiori% Document  Master Record ¢ H 3 B lg % E  Morew

Display Actual Cost Line Items for Cost Centers
& Document | ¢ MasterRecord || & F | &F | BB | B = 4wl | & % | T (@< | H & @ éz::u;enter g;;z\?fyR:z:zvifffng

Report Currency Euro

Layout 152P Primary cost posting
Cost Center 1301... Settl. Receiver...
Beport Currency EUR Euro

Cost Elem... Cost element name Val.in rep.cur. Total quantity PUM O.. OffsetAcct Name of offsetting account

Cost Elem. ] Cost element name walin rep.cur. Tatal quantity |PUM[0| OffsetAcct | Name of Offsetting Account Cost Center 3000 Manufacturing 2 (DE) 44.438,00
[Cost Center 3000 Manufacturing 2 (DE) 44.438,00 Cost Center 10101101 Financials (DE) 3.227.218,00
Cost Center 10101101 Financials (DE) 3.227.218,00 Cost Center 10101201 Purch & Store 1 (DE) 50.593,50

Cost Center 10101201 Purch & Store 1 (DE) : 50.593,50 .
Cost Center 10101301 Manufacturing 1 (DE) / Personnel Hours 2.000,00 Cost Center 10101301 Manufacturing 1 (DE) / Personnel ... 2.000,00-

Cost Center 10101321 Services/Consltg(DE) E 5.000,00 Cost Center 10101321 Services/Consltg(DE) 5.000,00
Cost Center 10101602 Sales (DE) 1.389,00 Cost Center 10101602 Sales (DE) 1.389,00
S 2.2 1100050 Domest iU KiSUppIeB0H A Etw 65400000  Freight 272,23} K 11300080  Domestic UK Supplier 80 (Ariba Netw

Cost Center 11101601 Marketing (GB) 272,22
[Cost Center KS-01 6.325,00 Cost Center 11101601 Marketing (GB) 272,22

(Cost Center KS-02 : 5.045,00 Cost Center KS-01 6.325,00
[Cost Center T-CCAO1L 3.366,00 Cost Center KS-02 5.045,00

Cost Center T-CCAD2 34.470,00 contc Tecaot 26000
Cost Center T-CCAD4 : 666,00 ost Center T-f 366,/

3.376.782,72 Cost Center T-CCA02 34.470,00
Cost Center T-CCA04 666,00
3.376.782,72

[» |KSBL P2 | hana-isB-appl OVR




Dictionary: Display Table
| %z

KEPH Active
Product Costing: Cost Components for Cost of Goods Mfd

Transparent Table

Short Description

Attributes L Delivery and Maintenance '

Fields L Input Help/Check L Currency/Quantity Fields |

P 10 Der ¢ [ DIMMPONE IS are 2d 1o 44
0 U U J 5 aenowedud d 0 0 U 5 0 B J U
C a d 4 CU U U DU C : « L AdlC CU ]
X o 0 DMpone 0 0 o A0 DE
U DU E U 0
A o C ] 2dlC UIC U U DU C C o C U
; Der ¢ 0 a0 pd pd (40
New Entries: Details of Added Entries
£3
Dialog Structure Cost Comp. Str. RE Cost Comp. 3 399 -
4 C!Cost Component Structure
= 13 Cost Components with Attributes:
3 Assignment: Cost Compor| | control
CIUpdate of Additive Costs Cost Share Cost Summarzation
I Transfer Structure o o o

(1 Cost Component Views

(I Assignment: Organiz. U|. |—|—|§|E|—|

(I Cost Component Groups

Maximum number of cost fields reached (40)

Message no. KQ304

Diagnosis

The maximum number of cost fields defined in the system for saving the fixed and variable
portions of the cost components has now been exceeded because of the new cost component.

External Procurement
[[] Initial Cost Split

i ]

Transfer Price Surcharge

@ Not Relevant -

[ |[«][¥]

1[4]lr] Hﬁ

&3 Maximum number of cost fields reached (40) |

[ [OKTZ b= | sap01-205 OVR

|

Short Description

Product Costing: Cost Components for Cost of Goods Mfd

Attributes h Delivery and Maintenance ' Fields L Input Help/Check L Currency/Quantity Fields L Indexes |

2 | | | 4 Vit Srch Help | | Buit-In Type | 55
" |Fiewd Key |Initial |Data element Data Type Length |Decimal |Short Description
| KST037 KSTEL CURR 13 2|Cost Field
| |[rsTo038 KSTEL CURR 13 2|Cost Field
EST039 KSTEL CURR 13 2|Cost Field
I KSTEL CURR 13 2 Cost Field
(][
> |SE11 P OVR.
aHF please 1904 : Der ¢ ' DMPONeE
U O d U | E | U 1 v 0 e dDpcelIllc o
E L B : 2 1Trom pC DN 41 ( ar(
Dictionary: Display Table
Transparent Table Active

ﬁﬁﬂﬁﬁ BEER A search  |[  BuitinType | 133 / 136
Field Key |Intial |Data element Data Type Length |Decimal _|Coordinate Short Description |I‘:
| KST117 KSTEL CURR 13 2 0/Cost Field
| |gsT11s KSTEL CURR 13 2 0/Cost Field
ESTEL CURR 13 2 0|Cost Field
I| KSTEL CURR 13 2 0(Cost Field
[
| ]
K — =00
[> | SE11 P=lf hana-is9-appl DVR = 7

w.i\®



Transaction codes for WIP, Variance and Settlement

e ECC transaction codes:
 KKAO—WIP mass processing; KKAQ—WIP mass display
 KKAX—WIP individual processing; KKAY—WIP individual display
KKS1—Variance mass
KKS2—Variance individual processing
C088—Settlement mass
K088—Settlement individual processing

 New transaction codes in S/4HANA: y TIP\
 KKAOH (WIP) A
 KKS1H (Variance)
 CO88H (Settlement)

These are optimized to work on the new S/4HANA table structures

Wzozé FINANCIALS
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Resources

History of SAP S/4HANA https://medium.com/@ktern/history-of-sap-s-4hana-ad6b0d938bbc

First Steps in SAP (Second Edition) by Martin Munzel and Sydnie McConnell; 2015; Espresso Tutorials
https://www.espresso-tutorials.com/product/first-steps-in-sap-second-edition/

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

SAP S/4HANA Delta for CO Configuration by Ashish Sampat; 2020; Espresso Tutorials https://www.espresso-
tutorials.com/product/sap-s-4hana-delta-for-co-configuration/ '

Delta from SAP ERP Financials to SAP S/4HANA Finance by Oona Flanagan; 2019; Espresso Tutorials
https://www.espresso-tutorials.com/product/delta-from-sap-erp-financials-to-sap-s-4hana-finance/

Material Ledger in SAP S/4HANA: Functionality and Configuration by Paul Ovigele; 2019; SAP Press
https://www.sap-press.com/material-ledger-in-sap-s4hana_4863/

Migrating from Costing-Based to Account-Based CO-PA in SAP S/4HANA by Ajay Maheshwari; 2020; SAP

Press https://www.sap-press.com/migrating-from-costing-based-to-account-based-co-pa-in-sap-s4hana_5043/
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SAP S4HANA Delta for CO Configuration

- Key changes to Controlling with SAP S/4HANA
- Customizing updates in SAP S/4HANA

- Best practices for cost elements, profitability analysis and
production variances

https://www.espresso-tutorials.com/product/sap-s-4hana-delta-for-co-
configuration/

French: SAP S/4HANA Delta pour la configuration CO

https://www.espresso-tutorials.fr/produit/sap-s-4hana-delta-pour-la-
configuration-co/
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» Key changes to Controlling with » Best practices for cost elements,
SAP S/4HANA profitability analysis and production
variances

» Customizing updates in SAP » Reports in S/4HANA using Core
S/4HANA Data Services
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Other Books on Controlling Authored by this Speaker

First Steps in SAP Controlling (CO) Expert tips to Unleash the Full Potential of
English: https: //www.espresso-tutorials.com/product/first-steps-in-sap-controlling-co/ SAP Controlling
French: Vos premiers pas avec SAP Contrdle de gestion (CO) https: //www.espresso-tutorials.com/product/expert-tips-to-

. . - = unleash-the-full-potential-of-sap-controlling/
https: //www.espresso-tutorials.fr/produit/ves-premiers-pas-avec-sap-controle-de-gestion-co/

Portuguese: Guia para iniciantes do SAP Controlling

https://www.espresso-tutorials.com.br/0188.php Rl Shovisns

Japanese: First Steps in SAP CO
https://www.amazon.com/ gp/product/B0O8B3TR369/ |

sh the Full
ntrolling

Opémae SAP ERP Conrolling confi-
guration, reconciliation, and reporting

best practices
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First Steps in SAP S/4HANA Controlling by Ashish Sampat and Tom King

TUTORIALS

f) Sornesso This is the second edition of the book “First Steps in SAP

Controlling” which | had the honor of authoring in 2015. The
second edition is updated for S/4HANA and Fiori.

 Cost center and product cost planning, actual cost flow
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 Best practices for cost absorption using Product Cost
Controlling

* Month-end closing activities in SAP S/4HANA Controlling
* Examples and screenshots based on a case-study approach

» Cost center and product cost » Month-end closing activities in SAP
planning, actual cost flow S/4HANA Controlling

» Best practices for cost absorption » Examples and screenshots based
using Product Cost Controlling on a case-study approach

e b

’2026 FINANCIALS

" https://www.espresso-tutorials.com/learning-content/first-steps-in-sap-s4hana-controlling-second-edition
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Contents

* History of how SAP software has evolved over the last five decades
e CO-Fl Real-Time Integration example in ECC

* Important design and configuration changes for Controlling in S/4HANA
e Cost Elements are now part of G/L Account
* Material Ledger is mandatory in S/4HANA
* Cost components and variances break-down can now flow to Financial Accountmg
* Move towards Margin Analysis

e Other Features and Innovations
 Resources
* Questions and Answers
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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
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Thanks for attending
this session!

Join Us Again Next Year!

For details visit:
erpcorp.com/conference

ERPCQRP Or email us at

SAP Financials Consulting controlling@erpcorp.com

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
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