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2 Templates in product costing 
Templates are made up of rows and columns that are used to calcu-
late allocation quantities. Each row of a template defines an alloca-
tion for cost objects using calculations and characteristics assigned 
to the columns. Product cost estimates can use templates to gener-
ate detailed cost allocations from cost centers and business pro-
cesses that are much more specific than other standard allocation 
techniques. In looking at how product cost estimates use templates, 
we are introduced to the concepts of how rows and columns work 
together to generate the allocations. 

2.1 Costing scenario 

Chapter 1 introduced a process for using templates to allocate activities 
to a cost center. The standard way for assigning activity costs in product 
costing is through the costing definition of work centers that are used in a 
routing. Cost center/activity type costs are allocated to the product using 
the formulas assigned to the work center based on the lot size quantity 
assigned to the material cost estimate. This works well for picking up 
machine and labor costs, but other overhead costs cannot be deter-
mined in detail without using templates. They can calculate activity quan-
tities that are based on specific characteristics associated with the mate-
rial and the order. The following product costing scenario further demon-
strates the power of templates and template allocations. 

Plant P100 makes widgets. At the beginning of each production order, 
the production support department spends two hours setting up the ma-
chine. After every 100 widgets are made, the production support depart-
ment needs to recalibrate the machine. This takes 30 minutes. A finished 
widget is packed at the end of the process. Packaging requirements vary 
based on the weight of the widget and whether the widget is declared as 
a dangerous good. A maximum of 250 kg can be loaded onto a pallet. If 
a widget is declared a dangerous good, then a special pallet is required 
for shipping purposes. This special pallet is not only more expensive 
than standard pallets, but also requires extra handling costs. Quality 
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inspection is performed for each widget. This requires looking at each 
individual component as well as the final product, and takes half a mi-
nute per material. Any widget components that are considered danger-
ous goods require additional inspection. This inspection takes 1 minute 
per component. 

Three cost centers are used when manufacturing widgets. Cost center 
1301 is the manufacturing cost center and the work center WMAKER 
(Widget Maker) is assigned to that cost center. There are two activity 
types used for picking up overhead costs from 1301. These are 1000 
(machine hours), and 2000 (labor hours). Cost center 1501 is the manu-
facturing support cost center. This cost center is responsible for machine 
setups and calibrations. Activity type 9010 represents the cost of 1 hour 
of services from this cost center. Cost center 1601 is the quality control 
cost center and is responsible for inspection of the widget components. 
Activity type 9020 represents the cost of 1 hour of inspection time. Two 
packaging business processes are used to represent the cost of palletiz-
ing and shipping the widgets. Plan costs include both the cost of the 
pallet and the labor and supply cost associated with preparing the widg-
ets for shipment. Business process BP001 is associated with standard 
pallets. Business process BP002 represents special pallets that are re-
quired when handling dangerous goods. 

The material cost estimate for the widgets should not only include the 
cost of the components, but also the costs of manufacturing, machine 
setup, quality inspections, and shipping. The manufacturing cost is de-
termined from the formulas and activity types assigned to the WMAKER 
work center. The remaining costs are determined by using the MANU-
FACT template. 

2.2 Cost estimate 

Material A-100 is a widget that has two components. One B-100 and one 
B-101 are assembled to make one A-100 unit. The net weight of the final 
product is 4.1 kg, which is defined on the BASIC 1 tab of the material 
master, as shown in Figure 2.1. 
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Figure 2.1: A-100 weights 

The dangerous goods profile is defined on the BASIC 2 tab (see Figure 
2.2). Here, it is blank, which indicates that this material is not classified 
as a dangerous good. 

 
Figure 2.2: A-100 dangerous goods profile 

The costing lot size as defined on the COSTING 1 tab is 1,000 and the 
overhead group assignment is WIDGET (see Figure 2.3). Overhead key 
WIDGET is assigned to that overhead group. 

 
Figure 2.3: A-100 overhead group and costing lot size 

A template MANUFACT has been defined to account for the special cost-
ing scenarios, as defined in Section 2.1. A cost estimate has been creat-
ed for material A-100 in plant P100. 
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Figure 2.4: A-100 cost estimate 

The cost estimate itemization is shown in Figure 2.4 and is explained 
below: 

 Items 1–4 on the itemization are the costs associated with the route 
and the bill of material (BOM). 

 Item 5 on the cost estimate is the recalibration cost using activity 
type 9010 from the cost center manufacturing support cost center 
1501. After the first 100 items are produced, recalibration should 
begin. Because the costing size is 1,000, there should be 9 recali-
bration activities, each taking 30 minutes. This results in 4.5 hours of 
recalibration work for 1,000 widgets. 

 Item 6 is the initial machine setup for the run of 1,000 widgets. This 
process takes 2 hours. The same cost center and activity type is 
used for the fixed setup time and for the recalibration. 

 Item 7 is the inspection time. The activity type is from the quality 
control cost center. Because this is not considered a dangerous 
good, the component inspection only takes 30 seconds per material. 
There are 2 components in the BOM and this accounts for 1 minute 
of inspection for each widget. The activity time is therefore 1,000 
minutes, which equates to 16.667 hours. 
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 Item 8 is the packaging cost. The dangerous goods profile is blank, 
so the standard pallet business process (BP001) is used in the cost 
estimate. This business process accounts for both the cost of the 
pallet and the processing that is required for preparing the pallet for 
shipment. The net weight of the material is 4.1 kg. The total number 
of widgets that can be assigned to a pallet is 60.98 (250/4.1). A par-
tial widget does not make sense, and so the most number of widgets 
that can be put on a pallet is 60. Therefore, the quantity of pallets re-
quired for 1,000 widgets is 16.667 (1,000/60). However, since a frac-
tion of a pallet cannot be used, 16.667 is rounded up to 17. 

2.3 Connecting the template to the cost estimate 

The result of the cost estimate in Section 2.2 matched the specifications 
for packaging, setup, recalibration, and testing. This was all accom-
plished by using the MANUFACT template. Section 1.3.3 discussed how 
templates need to be connected to the receiver objects so that their cal-
culations can be used. In the case of cost centers, this is done by as-
signing the template directly to the applicable cost centers through mas-
ter data maintenance. A more flexible approach has been developed for 
dealing with objects where the master data is less permanent, such as 
for orders or material cost estimates. Overhead costing sheets were 
already set up to use overhead keys assigned to the material master in 
order for them to be accessed for product costing. This same strategy 
was adapted for use with template allocations. The use of an overhead 
key is much more generic than directly assigning a template to the mate-
rial and can point to different overhead structures depending on plant 
and costing variants. 

Costing sheets are accessible to cost estimates through the valuation 
variant assigned to the costing variant of the cost estimate. The costing 
sheet is assigned to the valuation variant of the cost estimate; this is 
covered in Section 4.5. Because this connection already existed, assign-
ing the template to a specific costing sheet also enables it to be ac-
cessed by the cost estimate. Section 4.4 provides details of the configu-
ration using transaction KTPF through the use of overhead keys. Differ-
ent overhead keys can be set up to connect to different templates, mak-
ing it possible to use different sets of calculations depending on the ma-
terial being costed. 
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