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Standard costs for purchased materials need to be periodically reviewed and updated, if
necessary, to match the current market conditions and negotiated prices.

This process begins with transferring the quantities of materials required from long term planning
and downloading the latest purchase prices. The material requirements valuated with the latest
purchase prices are reviewed by the buyers to compare with the current standards. The buyers
update the spreadsheet with the prices that they determine should be the new standard. The

updated prices are then uploaded as the new planned prices. These planned prices are used by
the product costing run to valuate the semi finished and fished goods to come up with the

standard cost of goods sold for the final products.

Procedure

5%

For this activity, run the 174—Purchased Matl Price Planning scenario document in
its entirety, using the master data from this scenario document.

4.5 Manufacturing Cost Center Planning

Use

During the annual budgeting process, the managers of non-manufacturing and manufacturing
cost centers such as sales, marketing, administrative, research and development, etc. plan the
costs for various cost types/elements for their respective cost centers. The usual starting point
for development of these plans is the actual data for the current/previous year.

In this process, the previous year's actual expenses for these cost centers are copied into an
AOP budget version in cost center accounting. As an alternative the previous year's budget data
can also be used as a starting point for the exercise. The data in this version is downloaded into
spreadsheets by each cost element and cost center. The respective cost center managers
review and update the budget values according to their requirements and plans. Then these
plans are uploaded back into the system. The plans in the system are reviewed and finalized.

The planned depreciation on fixed assets is transferred separately to the cost center plan
version. The system calculates the planned depreciation on assets by cost center based on the
asset values posted on the cost centers. In the case of cost centers having machinery, the
depreciation is planned based on cost center and activity type.

The resource requirements in the form of planned activity quantities are transferred from Long
Term Planning to the cost centers as planned activity consumption. Plan reconciliation between
the LTP activity requirements and manually planned requirements on the operational cost
centers is carried out. Once the activity quantities and budget amounts are finalized, planned
activity prices are calculated in the system.

Procedure

5%

For this activity, run the 7176 - Manuf. Center Cost Planning scenario document in its
entirety, using the master data from this scenario document.

5 Appendix

5.1 Reversal of Process Steps
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