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1. Product Costing 

 
Electrosteel management has requested PwC to implement the product costing module in their SAP system to 
eliminate their cumbersome and manual working in excel file during month end. Manual calculation was very 
time consuming and there were always a chance to have a manual error.  
 
PwC has automated the process and implemented the product costing module of SAP. 
 
Below are details of the steps required to be performed during the month beginning and month-end.  
 
 

 

1.1. Change Plan Data for Activity Types 
 

SAP R/3 menu Sap Menu  Controlling  Cost Centre Accounting  Planning  
Activity Output/Prices  KP26Create 

Transaction code KP26 

 

 This transaction will be used to Input the normal production capacity. This needs to be maintain for each 
activity type for the production cost centers .i.e. 10110100 

Prerequisites: 

Creation of Activity Type Group or Select a Range of Activity Types 
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Selection Criteria 

Provide: 

Versions 

From Periods 

To Periods 

Fiscal Year 

Activity Types 

(Note- Cost Centre we Choose here is for Operational and we have chosen activity Type Ranges in case we have 
not maintained a Group) 

 Now Provide the Plan Activity 
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Click  

 

 

 

1.2. Change CElem/Activity Input Planning 
 

SAP R/3 menu Sap Menu  Accounting  Controlling Cost Centre Accounting  
Planning  Cost and Activity InputsKP06Change 

Transaction code KP06 

 

Creation of cost element group for each activity types. As this needs to be maintained for all activity type with 
reference to the cost elements and cost center. 

 

This transaction will be used to Input the planned cost against the cost elements in the combination of cost 
center and activity type. This needs to be maintained for each activity type for the production cost centers .i.e. 
10110100 
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Put the Planned Amount. 
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Click    
 
 

1.3. Iterative Plan Price Calculation 
 

SAP R/3 menu Sap Menu  Accounting  Controlling  Cost Centre Accounting 
PlanningAllocationsPrice Calculations 

Transaction code KSPI 

 

This transaction will be used to calculate the planned overhead rate for each activity type base on the normal 
capacity given and planned cost given against the cost center and activity type.  This needs to be run for each 
activity type for the production cost centers .i.e. 10110100. 
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The price will get split according to the price maintained in the KP06 and KP26 and will be updated as price per 
unit. 

 

 

1.4. Cost Centre Actual Manual Price Display  
 

SAP R/3 menu Sap AccountingControllingCost Centre AccountingActual 
PostingActual PriceDisplay 

Transaction code KBK7 

 

This is a report transaction to check the calculated planned rate in the above step 3. 
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1.5. Cost Centers:Actual/Plan/Variance Report 
 

SAP R/3 menu  

Transaction code S_ALR_87013611 

 

This is a cost center report transaction. Planned cost and planned normal capacity can be checked using this 
report. 

 

 

Hit Execute 
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1.6. Create Material Cost Estimate 
 

SAP R/3 menu Sap Menu  Controlling Processes  Manufacturing Product 
Costing Individual CostingMaterial Cost EstimateCreate 

Transaction code CK11N 

 

This transaction will be used to create the material cost estimate/standard cost. This will update the planned 
price in material master. 
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Fill up the required field 
1) Material code 
2) Plant 
3) Costing variant 
4) Costing version 

 

 

Then Press Enter to Run. 
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Screen 1 

*Material cost estimate has been created 

 

1.7. Price Update: Mark Standard Price  
 

SAP R/3 menu Sap Menu  Accounting  Controlling  Product Cost Planning  
Material Costing  Price Update 

Transaction code CK24 

 

This transaction will be used to mark and release the material cost estimate/standard cost. The new cost will be 
updated in material price in current price tab in costing 2 tab of material master data. 
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Screen 1 

Fill up the required field 

1) Posting period/Fiscal year 
2) Company code 
3) Plant 
4) Material code 
5) Marking allowance 

Then press the execute button  
 

Screen 2 
 

 

 

 

 

1.8. Release Standard Price 
 

SAP R/3 menu Sap Menu  Accounting  Controlling  Product Cost Planning  
Material Costing  Price Update 

Transaction code CK24 

 

This transaction will be used to mark and release the material cost estimate/standard cost. The new cost will be 
updated in material price in current price tab in costing 2 tab of material master data. 
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Screen 1 

Fill up the required field 
1) Posting period/Fiscal year 
2) Company code 
3) Plant 

4) Material code and then press execute  
5) Screen 2 
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1.9. Display Material Cost Estimate 
 

SAP R/3 menu Sap Menu  Accounting  Controlling Product Cost Controlling  
Product Cost PlanningMaterial CostingCost Estimate with Quantity 
StructureDisplay 

Transaction code CK13N 

  
  

 

 

 

 

 

 

1.10. Material Update Planned Price  
 

SAP R/3 menu  

Transaction code ZFIMP 
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Perquisites- Maintain SM30 Table for last 3 month for same Material. 
 
Assign, 
 
Period/Year 
Plant 
Material 
 
And Execute. 
  

 

And Now Save, 

 

We see that Status Field is Updated with Green Tick Mark. 

 

1.11. Overhead allocation by using distribution cycle  
 

SAP R/3 menu Sap Menu  Accounting  Controlling  Cost Center Accounting  
Period End Closing  Single FunctionsAllocationsDistributions 

Transaction code KSV5 
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This transaction will be used to run the different distribution cycles created in the system. Distribution cycles have 
been created in the system to allocate the cost to production cost centers .i.e. 1010010 which are getting booked in the 
different production cost centers. 

Electrosteel has multiple cost centers created in the system where costs are getting related to production. At the end all 
needs to be allocated to the main production cost centers to get the actual production cost correctly. 

There are total 8 Distribution rules have been created in the system as per the requirement. 
 

 
 
Hit Execute. 
 
Screen 2 
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Screen 3 

 
 

 
  

 

 

Screen 4 

Cost center 1010010 Balance after distribution the cost to 30110200,02,04,05 – KSB1 
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Hit Execute. 
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1.12. Execute Actual Price Calculation based on Actual 
Production  

SAP R/3 menu Sap Menu  Accounting  Controlling  Cost Centre Accounting  
Period End Closing Single Functions Price Calculations 

Transaction code KSII 

 

 

This transaction would be used to calculate the actual overhead rate activity wise. This will get calculated on 
the basis of cost posted in the main production cost center divided by the actual production. This transaction is 
required to load the actual overhead cost in the product cost collector and to get the correct actual cost of 
production and variance. 
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1.12.1. Cost Center Actual Manual Price Display 

 

 

SAP R/3 menu Sap Menu  Accounting  Controlling  Cost Center Accounting  
Actual Posting  Actual Price  Display 

Transaction code KBK7 

  
This is a report transaction which will be used to display the actual price calculated for a particular period against the 
cost centers. 
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Actual Price would be Updated. 
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1.12.2. Revaluation at Actual Prices:Production/Process Order 

 

SAP R/3 menu Sap Menu  Accounting ControllingProduct Cost 
ControllingCost Object ControllingProduct Cost by PeriodPeriod-
End ClosingSingle Functions: Product Cost CollectorRevaluation at 
Actual Prices Collective Processing 

Transaction code CON2 

  
This transaction would be used to reevaluate the product cost collector with the actual overhead rate. 

Planned overhead rate gets updated in the product cost collector while confirming the productions. This needs to be 
revaluate with the actual cost later on when all the actual gets posted in the system .i.e. at month end to get the correct 
actual cost of production and calculate the variance. 

 

 
 
Assign Plant i.e. 1000 
Period 12  
Fiscal Year 2019 
Select Test Run and Execute. 
 



 

26 
 

 

Sensitivity: Confidential (C2) 

 
 
We can see the Processing is complete 
 
  

 

 

 

1.12.3. Variance calculation 

 

SAP R/3 menu Sap Menu  Accounting ControllingProduct Cost 
ControllingCost Object ControllingProduct Cost by PeriodPeriod-
End ClosingSingle Functions: Product Cost CollectorVariances 
Collective Processing 

Transaction code KKSI 

 

This transaction would be used to calculate the production variance. Variance would be (Standard cost posted 
to the product cost collector – Actual cost posted to the product cost collector). 
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Enter The Material Number  

Period 

Fiscal Year  

Select Test Run and Execute 
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1.12.4. Actual Settlement 

 

SAP R/3 menu Sap Menu  Accounting ControllingProduct Cost 
ControllingCost Object ControllingProduct Cost by PeriodPeriod-
End ClosingSingle Functions: Product Cost 
CollectorSettlementCollective Processing 

Transaction code CO88 

 

 

 

This transaction would be executed to post the production variance calculated for the product cost Order. 

 

 

 

 

 

 

1.12.5. Variance calculation 
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SAP R/3 menu Sap Menu  Accounting ControllingProduct Cost 
ControllingCost Object ControllingProduct Cost by PeriodPeriod-
End ClosingSingle Functions: Product Cost CollectorVariances 
Collective Processing 

Transaction code KKSI 

 

This transaction would be used to calculate the production variance. Variance would be (Standard cost posted 
to the product cost collector – Actual cost posted to the product cost collector). 
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1.12.6. Order : Actual Line Items 

 

SAP R/3 menu  

Transaction code KOB1 

 

 

 

 

 

Order Balance will be Zero after Settlement. 
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