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Introduction

From master data to material cost estimates to procurement alternatives to material 
ledger actual cost - the transition to S/4HANA brings about significant opportunities.

Mastering these four pillars is exactly what separates a smooth S/4HANA controller 
from one who is constantly fighting reconciliation fires.

You are moving from a world where these were siloed tasks into an era where they are a 
continuous, living thread in the Universal Journal (ACDOCA).
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Topics:

Master Data: The True North

Cost Estimates: Setting the Standard 

Make-to-Stock with Order Costing: The Execution

Material Ledger: Closing the Loop
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Where are we?

Where do these features belong in SAP Controlling?
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Components of Controlling in S/4HANA

• Overhead Controlling

• Cost Center

• Activity types 
and rates

• Internal Order

• Settlement

• Project System/WBS

• Settlement

• Controlling for Manufacturing
• Product Cost Planning

• Material cost estimates

• Not a cost object

• Cost Object Controlling, three 
scenarios each with a cost object

• Production/process/CO order

• Product cost collector

• Sales document item

• Material Ledger
• Actual cost estimates

• Not a cost object

• Controlling for 
Products/Services

• Profitability 
Segment

SAP_BR_OVERHEAD_ACCOUNTANT SAP_BR_INVENTORY_ACCOUNTANT
SAP_BR_PRODN_ACCOUNTANT

SAP_BR_SALES_ACCOUNTANT
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Product Cost Planning Cost Object Controlling Material Ledger



Product Cost Controlling : GUI menu
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Product Cost Controlling: Fiori role SAP_BR_INVENTORY_ACCOUNTANT
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Product Cost Controlling: Fiori role SAP_BR_PRODN_ACCOUNTANT
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Master Data

The True North
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Required input master data and “ownership”

• Cost center

• Activity type

• Activity rate 

• Plan – required

• Actual - optional

• Work center

• Production version

• Bill of material

• Routing

• Purchase information record

• Material master
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Overhead 
Controlling

Production

Purchasing

All of us

Recipe



Overhead Controlling : Cost center planning
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Manage Activity Types F1605A
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Activity Type KL03
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Overhead Controlling-Medium to complex – plan/actual/variance by 
cost component
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Plan (KSPI) vs 
Actual Activity Price (KSII)

shown in
S_ALR_87013644 report

• More details available to  Product Cost Planning – three rates = three cost components

• Actual activity price used in Material Ledger Actual Costing

How much detail can you plan?



Downstream use of activity price

• Material cost estimate
• From the routing/recipe (quantity x FY average plan price)
• Template to add activity price/cost not in the routing/recipe

• Process/production order
• From the routing/recipe (quantity x period plan activity price)
• Option to revalue orders based on actual activity price of the period

• Material Ledger actual cost
• Option to use actual activity price of the period in material/plant periodic unit 

price

• Margin Analysis
• COGS splitting by cost component in the material cost estimate (PGI qty x 

standard price)
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Material Master MM03
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Each view contains settings 
related to that business 
process.

Integration with product cost 
planning:
• MRP views

Integration with material 
ledger:
• Accounting 1

Used by product cost 
planning:
• Costing 1
• Costing 2



Cost Estimates

Setting the Standard
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What is a material cost estimate?
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Overhead 
Controlling

Production

Purchasing



How is a material cost estimate calculated?
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Overhead 
Controlling

Production

Purchasing



When is a material cost estimate calculated?
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How is a material cost estimate used?
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Financial Acctg

Controlling for 
Mfg

Controlling for 
Goods/Svcs

Sales



Product Cost Planning : GUI menu
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Which type of cost estimate is needed?
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*Note: base 
planning objects 
are not available 
in S/4



Costing Variant
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Costing 
variant 
defines the 
purpose, 
use, and 
method



Define Costing Variants OKKN
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Cost Component Structure OKTZ

31

Cost element/GL account of 
everything you’d consume in 
production process

assigned to a 
cost component



OKTZ Cost Component Structure
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Downstream use of cost component split

• Material cost estimates

• Detailed output by cost component updated with the standard cost estimate

• Multi-level assemblies rolled up by cost component

• Margin Analysis

• COGS splitting by cost component 

• Material Ledger

• Detailed output by cost component updated with the periodic unit price

• Multi-level assemblies rolled up by cost component
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Integration
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Demo

• Material FM-US-2, plant N100

• Accounting views

• Costing views

• Current Standard Cost Estimate

• Integration points
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Create Material Cost Estimates : CK11N
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Manage Costing Runs: F1865
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Edit Costing Run :CK40N
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Make-to-Stock with Order Costing

The Execution
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Cost Object Controlling : GUI Menu
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Available cost objects:
• Cost by period: product cost 

collector
• Cost by order: 

production/process order, CO 
order

• Cost by sales order: sales 
document item



Order Type – required field at object creation
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Order Type : Cost Accounting Relevant Values
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Two costing variants:
• Order plan 
• Order actual



Order header CO03
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Order Control
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Order Settlement Rule
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Bonus: integration with Profitability Analysis
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In ERP, the PA transfer 
structure is the cost-based CO-
PA integration point.

In S/4 Margin Analysis, the 
price difference splitting 
profile is the integration point.



Order lifecycle example
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Order status 
dependent



Variance Category

48



Target cost versions
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Version 0 posts 
to FICO at 
settlement



Plan Category in S/4
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PLANORD1 = target cost version 1
PLANORD2 = target cost version 0

Now stored in ACDOCP, see Fiori apps :
Production Cost Analysis
Analyze Costs by Work Center/Operation
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Analyze Order : KKBC_ORD Target vs Actual (Target cost version 0)



Analyze Order : KKBC_ORD Plan vs Actual (Target cost version 1)
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Demo

• Production order 1002816, material FM-US-2, plant N100 

• CO03

• KKBC_ORD

• Version 0

• Version 1

• Settlement
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Material Ledger

Closing the Loop

55



Position at month end
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• How is COGS 
valuated?

• How is ending 
inventory 
valuated?

• Where are 
purchase and 
production 
variances?



Position at month end after material ledger actual cost settlement
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• What changed?
• Why?
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Product Cost Planning Cost Object Controlling Material Ledger



Actual Costing Run: CKMLCP

59



Material ledger actual cost settlement impact
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• Periodic Unit 
Price was 
calculated

• COGS adjusted
• Other 

consumption 
adjusted

• Ending inventory 
adjusted



Periodic Unit Price

Preliminary valuation of the cumulative inventory + cumulative variances
_____________________________________________________________

Cumulative Inventory Quantity

$62,341.76 + $10,976.12 / (14,300/10000) PAA = $ 51,271.24 per 10,000 



Material Price Analysis CKM3N
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ML Settlement FM-US-2
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Demo

• Display GL Line Items

• Material Price Analysis, FM-US-2, N100
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Resources : Best Practices
• Actual Costing 33Q

• Margin Analysis J55

• Overhead Cost Accounting J54

• Standard Cost Calculation BEG

• Period End Closing BEI

• Event Based Posting 3FO
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Resources : Espresso Tutorials
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Resources : SAP Press
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Questions & Answers

Contact Information:

Speaker: Marjorie Wright

Company: Simply FI-CO, LLC

Website: www.simplyfi-co.com

Email: mwright@simplyfi-co.com

LinkedIn: https://www.linkedin.com/company/simply-fi-co/

feedback@erpcorp.com



Appendix



Material Master Costing 1 view
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Material Master Costing 2 view
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Material Master Accounting 1 view
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Material Master Accounting 2 view
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Costing Type
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Costing type determines 
which field can be updated 
and by which valuation



Valuation Variant

75

Valuation variant determines 
how components and 
activities are valuated

Purchasing



Quantity Structure Control
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Quantity Structure Control 
determines how BOM/RTG 
are selected

Production



Date Control
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Date Control determines validity 
periods of cost estimate



Integration
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Integration
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Order Settlement document
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Price difference split settlement document
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