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Speaker Introduction

Marc Six
Partner
TruQua, an IBM Company

Partner and S/4HANA Practice Leader of TruQua, an IBM
Company leading SAP finance transformation to key clients

12+ years of experience performing numerous strategic
assessments and roadmaps on large impact considerations,
especially in SAP S/4HANA.

Supported SAP on many engagements over the last decade
Including proof-of-concepts, project planning, business
case development, and strategic advice.

Author of “Central Finance and SAP S/4HANA" &
“S/4HANA Cloud for Advanced Financial Closing (AFC)"
published by SAP-Press

Author of multiple whitepapers on key considerations
related to SAP finance and analytics.
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In This Session

Learn about the various SAP solutions like SAP Value Chain
Analysis, Intercompany Matching and Reconciliation, and
Group Reporting as well as SAP solution extensions like
BlackLine and PaPM that address these challenges and
the design approach they take to ameliorate the issue with
better processes. Attend this session to:-

+ Get a history lesson of past approaches as compared to
new and emerging ones

* See demos of key concepts and functionality

« Compare and contrast various solutions and options
after being grounded in the basics
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What We'll Cover

« Value Chain Analysis and Intercompany
* Financial Valuation and Ledgers
« Integrated Demo

« Intercompany Matching and Reconciliation
* Non-Trade Intercompany Financial Management
« Profitability with Operational Transfer Pricing
« Wrap-Up



Value Chain Analysis and
Intercompany




Current State vs. Ideal State

More than ever, the value chain is
broken with high effort,
inconsistencies, and inaccuracies.

The trade intercompany flows
pass through different plants,
legal entities, and countries, each
with markup and additional cost
breakdowns that get summarized
and lost in consolidated COGS
and inventory

Pictured is the ideal state: to steer
entire material and activity value
flows in real-time, automated,
consistently and instantly for the
legal entities, business units and
the group at any point
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Example of the Traceability and Visibility Needed
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Legacy SAP ECC Solution

As of ECC 6.0 EHP, an
enhancement-based solution
was available known as “Cross-
Company Actual Costing”

Material Ledger also supported a
group “valuation view" but was
not integrated with financial
consolidation and the
automation of the profit-in-
iInventory eliminations.

The financial solution did work in
an integrated fashion with stock-
in-transit functionality (Business

Function LOG_MM_SIT)

Sales Process
with enhanced Cross-Company Actual Costing

SAPd

After the enhancement, the full cost information is collected along the group-
internal supply chain and can be compared with the revenues achieved.

Costs

© 2010 SAP AG. Al rights rese

Group

Marketing

Costs

Freight
Marketing
Duties

Intercompany profit Plant

4

Profitability Analysis will make cost and profit contributions from
the whole chain transparent.

Actual costs of the month in production, marketing and sales will
be compared with actual revenues

Regional

Sales I:: >

Org
Costs Revenues

Costs
Freight Freight
Marketing Marketing
Duties Duties
Intercompany profit Plant Intercompany profit Plant
Sales Costs Sales Costs
Intercompany profit Marketing Intercompany profit Marketing
y__1
/ o /4

rved. / Page 25

Source: SAP, 2010
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Legacy SAP ECC Intercompany Process

-
Customer
cEFy ] CoMBEY Code Roverns | | B oo
Purchase
|D Order D

. .
E Supplier - Customer
ik Invoice Z Invoice

Standard
Sales Order

IC Invoice

AP document Plant 1210

v

[]

Outbound
Delivery

Stock in Transit
(Optional)*1

Physical Stock

D Goods
Receipt

Legend Financial Postings

The customer PO triggers a
sales order in the selling
company 1010

The selling company triggers
the outbound delivery in
delivery company 1210

The customer receives the
goods directly from the
physical warehouse from 1012

Customer invoice is issued by
the selling company 1010
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The Gaps in the SAP Legacy Solution

Issues
= There is no purchase order
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__________________
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Directly posting in AP
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Current SAP S/4HANA Solution

¢ SAP  Display Material Value Chain - Actual Costs ¥

Prerequisite Scope Items ()

Value Chain Analysis or “VCA”

« Advanced Intercompany Sales (5D2)

« Advanced Intercompany Stock
Transfer (5HP)

« Sell from Stock with Valuated Stock in
Transit (5MQ)

Universal Parallel Accounting or “UPA”
« Group Valuation (5W?2)

Refer to SAP Note 3100892 - Group Valuation in
SAP S/4HANA Cloud
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https://help.sap.com/docs/SAP_S4HANA_CLOUD/a376cd9ea00d476b96f18dea1247e6a5/6c2684455628425fbc5db2d0f0721f31.html?locale=en-US
https://help.sap.com/docs/SAP_S4HANA_CLOUD/0e602d466b99490187fcbb30d1dc897c/136b810e1bf44faa991bd6b7bae14c50.html?locale=en-US
https://help.sap.com/docs/SAP_S4HANA_CLOUD/0e602d466b99490187fcbb30d1dc897c/136b810e1bf44faa991bd6b7bae14c50.html?locale=en-US
https://help.sap.com/docs/SAP_S4HANA_CLOUD/a376cd9ea00d476b96f18dea1247e6a5/3f038f2bb9ae475b95bf271be7de9e53.html?locale=en-US
https://help.sap.com/docs/SAP_S4HANA_CLOUD/a376cd9ea00d476b96f18dea1247e6a5/3f038f2bb9ae475b95bf271be7de9e53.html?locale=en-US
https://help.sap.com/docs/SAP_S4HANA_CLOUD/0fa84c9d9c634132b7c4abb9ffdd8f06/0259bf53d25ab64ce10000000a174cb4.html?locale=en-US
https://me.sap.com/notes/3100892
https://me.sap.com/notes/3100892

Current SAP S/4HANA Intercompany Process
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Key Features and Advantages to Current Solution

Fully integrated and highly automated

Seamless change of control between affiliates and customer

Enabling landed cost in product costing

Issue detection and posting services

= Tightly integrated with transportation management
= Stored in the Outbound Delivery header
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The Gaps in the Current Solution: Multi-Level Intercompany

On the SAP roadmap to address but also currently implementing client customizations to bridge
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Financial Valuation and Ledgers




Universal Parallel Accounting and Group Valuation

Today’s Focus
o o
Parallel accounting . e VAl Group view where
standards for group  UECICLEREIEUELE aEa y Igduatljons intercompany profits
and local GAAP Unconsolidated onsolidate between trading
Views views partners are eliminated
in real-time
Certain countries Financial and
require a fiscal year management reporting
variant for their local Alternative _ must be available in
financial reporting Fiscal Year Multicurrency several currencies
® o

Many future innovations in core areas like asset accounting, inventory accounting, overheard accounting, production

accounting, and sales accounting will be based on Universal Parallel Accounting
Referto SAP Note 3191636: Universal Parallel Accounting N
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Ledgers in Universal Parallel Accounting

Single-Valuation Ledger Approach
= Use separate ledgers for each valuation
= Transparent separation of postings and reporting of financial results based on different accounting principals

Ledger | ValuationView USA_______|France _____|Switzerland ___| Austria_______

OL (Leading) Legal Valuation US GAAP — common accounting principle
unconsolidated f
2L (Local) Legal Valuation US GAAP PCG Swiss GAAP UGB
unconsolidated
4G (Group) _ Group Valuation US GAAP — with additional elimination postings
' consolidated |
Change View "Ledger": Overview
| ~ | & NewEntries B © & at 8% 8% o % AlTableViews  More v =]
Dialog Structure Ledger
[ Currency Types . . c - .
Ld Ledger Name  Leading Ldgr Type ExtLdgrTy... Underlying Ledger Valuation View Sub... Man.Pstgs Not Allwd AcctgPrinc ol

[ Global Currency Conversion Se

[ Currency Conversion Settings fo ] oL Ledger OL v Standard Ledger ~ 0 Legal Valuation v ] IFRS
13 Ledger []2L Ledger 2L ] Standard Ledger ~ 0 Legal Valuation v ]
~[JCompany Code Settings for tt  [] 4G Ledger 4G ] Standard Ledger ~ 1 Group Valuation v ] IFRS

[ Accounting Principles for L
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Making Ledger OL a Group Reporting Preparation Ledger

Derivation of Group Reporting fields in the coding block during posting and periodic realignments for changes in substitution rules

Accounting ledger

Group reporting fields

Manage Journal Entries =

- Ledger oL &

Journal Entry (100000031

o i i

Header Attachments Notes Related Documents
Journal Entry Date:  31.01.2028 Company Code: 1010 (Company Code 1010) Reference: -
Posting Date:  31.01.2028 Transaction Currency: EUR Reference Document Type:  BKPFF (Actg Doc.Direct inpt)
Posting Period: 1/ 2028

Journal Entry Type

5SU (Intercomp./Clearing)

Line Items (2) Default Florian* -

Posting View ...

Header Text:

Created:

Test Upload J¥
by CB2980000194 at 16.11.2021 15:25:39

Show Mare

p . =
T-Account View | :_;.. | ﬁ'

Alternative Acoount G/L Account Profit Center Cons. FS ltem  Cons. Partner Unit Cons. Subitem Diethit Credit
000001 110000 (Stock in affiliates) 18010000 (Comman Stck Imd Sulb) YEO00 (Dumemy) ANOMAPBS 215 100000 EUR 0.00  EUR
000002 302000 (Preferred Stock) 31100000 (Preferred Stock) YB00 (Dummy) 311000 a15 000 EUR 100000 EUR

m Create Correspondence  Reverse  New

Display Changes  Select Currency [}

Image Source: SAP o
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Profit In Inventory Eliminations with Ledger 4G

Universal Parallel Accounting: Pre-consolidation view allows for real-time group view including Interco elimination (at cost)

- p——— Consolidated Group Reporting
8 * Adding SAP S/4HANA external companies from other sources
g Consolidated Group View through flexible file upload, GDRC, etc.
< *  Currency translation at closing rate
* Eliminations and Consolidations
Traditional Consolidation View
Ledger 2L Local / Entity Ledgers
5 Accounting-side entity close
8 % * Following local accounting principles perspective of the single
2 + Currency: Eur « Currency: Eur Currency: CHF + Currency: USD company not intended for company aggregation
+ CoADE » CoAFR CoACH + CoAUS
+  Country HGB *  Country FR GAAP = Country CH GAAP +  Country US GAAP
+  Calendar: K4 = Calendar: V3 »  Calendar: K4 »  Calendar: K4
* Accounting-side Group Reporting Preparation
Breriet *  Following group accounting principle, aggregation of
Group Accounting Principle / Group Reporting Preparation Ledger companies in a common period definition and core CoA
* GCtranslated at transaction spot rate
*  Group objects filled (consolidation unit, FS item, partner unit,

subitem

19
SAPinsider



Demonstration: VCA and UPA (with Group Valuation)

Where to see
the demo:

https://www.tr

ugua.com/tru
qua-trade-
intercompany-
realtime-profit-
in-inventory-
eliminations-
and-value-
chain-analysis-
in-s-4hana/
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https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/

Intercompany Matching and
Reconciliation




Intercompany Matching and Reconciliation (ICMR)

Subsidiary A A
- Non-S/4 Subsidiary D
_{ P Real-Time Continuous
d g l |_E$ |_E$ |_E$ I < _’l |_E$ |_E$ |_E$ ] Upload
Subsidiary B
—=7 = Pus
— Local close Group close E—
Subsidiary C Non-S/4 Subsidiary E

- Transactional-level matching in real-time eliminating cumbersome ETL processes

- Matching and reconciliation rules set up by finance users without IT

 Fully automated process with built-in workflow to facilitate cross-team communication
- Streamlined local and corporate close - continuous accounting

- High performance
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Streamlined reconciliation-to-elimination process

Daily operations Period-end close Consolidation
Run matching - Check recon + Close recon Data release Currency IC elimination Analysis
-Enter external grm—— . grmmm————— : g —
i ) : . =Approve : . =Upload : i =Check
i entitydata ¢ . reconciliation . extemnaltrial : €limination
: : i statusin

. statements ¢ balances :
: : i : i recon close

...........................

Elimination scenario

L -

Reconciliation case
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Example ICMR Status Monitoring

< SAP Reconciliation Balances v

ICMR - Consolidation Models*

Hide Filter Bar ~ Filters (5) ﬂ

Reconciliation Case:* Display Group: Cons. Unit Partner Unit: Period/Year: * Consolidation Version: * Consolidation COA:*
SGRO1 (Consolidatio... | }counts ARIAP ) x v | [[pECix &) @ | | o1z2020 ¥10 CIRE: @
— e
Standard * ~~ e
SCM_TSL_CLOSING_... + (&
Up to Last Matching (YTD) Up to Now (YTD) Ug
*Reconciliation Case: Company (Hierarchy Node) Company. *Fiscal Year: *Fiscal Period Cons. Unit Partner Unit Display Group Currency  Leading Unit Amount Partner Unit Amount Difference Leading Unit Amount Partner Unit Amount Difference Leading Unit Amount
SF0O01 (GL Open ltems) ~ | | CS20/ZICA_COMP/0... [ ‘ | ! ‘ | 2019 ‘ | 006 ‘ DEC1 AILIC Accounts ARIAP (10..  EUR 000 EUR 000 EUR 0.00EUR 000 EUR  3629.066.99 EUR 000 EUR
ALl DEC1 auct AILIC Accounts ARIAP (10...  EUR 000 EUR 0.00 EUR 0.00 EUR 93184651 EUR 82426710 EUR 10765941 EUR 000 EUR
DEC1 uscL AILIC Accounts ARIAP (10...  EUR 000 EUR 19196161 EUR  -191,36161EUR 50667888 EUR 19196161 EUR  314717.27EUR 000 EUR
Hierarchy View (23) EUR 000 EUR -191,96161 EUR 5067,692.38 EUR -1016,24871 EUR 000 EUR
Company Description Matching Status Reconciliation Balance Status Cutoff Time New Posting
v ZICA_COMP ZICA_COMP (IC Company Hierarchy) >
El Subsidiary - United Kingdom 1 Initial ] Not Detected >
E3 Subsidiary - United States 1 Initial | Not Detected >
C1000 RTC phase | C1000 Main Not Assigned (73) I 02.05.2019, 18:28:14 Mot Detected >
v GROUP1 GROUP1 (Group 1) >
v GROUP11 GROUP11 (Group 11) > Data |S Shown
C1010 RTC phase | C1010 Main Not Assigned (73) I 12.06.2019, 14:21:43 Not Detected >
1006 RTC phase | C1006 Main Not Assigned (26) I M 2:.05.2019, 18:28:14 Not Detected > 1N rea | time
C1007 RTC phase | C1007 Main Not Assigned (33) I 02.05.2019, 18:28:14 Mot Detected > | .t b d t
C1008 RTC phase | C1008 Main Not Assigned (201) I 24.05.2019, 18:28:14 Mot Detected > S p I y a a
C1009 RTC phase | C1009 Main All Assigned I 24.05.2019, 18:28:14 Mot Detected > a I rea dy
C1001 RTC phase | C1001 Main Not Assigned (87) I N 00.05.2019, 14:45:35 Not Detected >
C1002 RTC phase | C1002 Main Not Assigned (47) I 29.05.2019, 14:45:35 Not Detected > p ro CeSS e d by
C1003 RTC phase | C1003 Main Not Assigned (69) I, 24.05.2019, 18:28:14 Not Detected > I C M R a n d d ata
C1004 RTC phase | C1004 Main Not Assigned (99) I 24.05.2019, 18:28:14 Mot Detected >
C1005 RTC phase | 1005 Main All Assigned I 24.05.2019, 18:28:14 Not Detected > yet to be
v GROUP2 GROUP2 (Group 2) >
C1011 RTC phase | C1011 Main Not Assigned (90) NN 12.05.2019, 16:30:50 Mot Detected > p rocessed
C1012 RTC phase | C1012 Main Not Assigned (22) I 24.05.2019, 18:28:14 Not Detected >
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Transactional-level matching in real-time without ETL processes

Manage Assignments v

Standard * ~~

*Matching Method:

*Company:

*Fiscal Year Period:

| SFO01 (Matching Met...

v‘ \1010

| [oo2 |[ 2020

Leading Unit: Unassigned (7) SF001/Demo

Proc. Status
00 (New)
00 (New)
00 (New)
00 (New)
00 (New)
00 (New)

I B

Comm. Status

(Not Started)
(Not Started)
(Not Started)
(Not Started)
(Not Started)
(Not Started)

Comp...

1010
1010
1010
1010
1010
1010

Accounting Do...  Original Posti...

Assignments (77) ‘ Show Created in Last 30 Days

100000000854
100000000853
100000000852

$OOoo o

Matching performed on-line item level automatically with follow-up embedded

Assignment Number

Proc. Status

| 20 (Assigned)
| 20 (Assigned)
| 20 (Assigned)

100000206 02/17/2020
100000207 02/17/2020
4900000053 02/16/2020
4900000053 02/16/2020
4900000054 02/16/2020
4900000054 02/16/2020
s

Matching ... Match Type

0108 GA (Group as Assig...

0108 GA (Group as Assig...

0108 GA (Group as Assig...

Q @
Assignment Ref.

Frankfurt

Berlin

& Partner Units: Unassigned (2)

Acct Number [7] Proc. Status

21102000 [ 00 (New)
21102000 ] 00 (New)
13600000
51600000
13600000
51600000

Selected Amount

Reason Code

Workflow Status Adjustment Log

522 (One-side grouping,...
522 (One-side grouping,...
522 (One-side grouping,...

Comm. Status Comp...

(Not Started)
(Not Started)

Te...

Yes

Yes

workflow actions to resolve matching variances

1710

Hide Filter Bar  Filters (2) m

SFO01/Demo * ~ | Al v Q 2 @
Accountin...  Original Postin...  Assignment Ref.  Acct Number
100004925 02/17/2020  Frankfurt 12102000
100004926 02/17/2020 Berlin 12102000

1710

Created By

CB998000...
CB998000...
CB998000...

Selected Amount

@ [Communicate v ] [Auto Match } [_[T v]

Created On
02/16/2020, 10:48:55 AM
02/16/2020, 10:48:55 AM
02/16/2020, 10:48:55 AM

Unassign C & (&

Changed By Changed On
CB998000... 02/16/2020, 10:48:57 AM I
CB998000... 02/16/2020, 10:48:57 AM
CB998000... 02/16/2020, 10:48:57 AM
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< SAP Manage Assignments v

Built-iIn Workflow S

*Matching Method:

*Company:

*Period/Year:

| SFO01 (Matching Met... ~ | | 1010

7| |o1w0 |[206 |

Facilitate cross-team communication e e () e S

Assignment Number
100000000297
100000000296
100000000294
100000000290
100000000289
100000000283

1nnNNANNN%aY

Add notes for approver to explain
discrepancies

SAP My Inbox ¥

Approval/rejection in inbox with -
automatic posting of discrepancies a

e
~_ REFRESH

SAP Workflow Runtime
Check Variance Adjust. for

Company 001010/Assighment... Created on Oct 29, 2019, 10:24 PM

Proc. Status
20 (Assigned)
20 (Assigned)
20 (Assigned)
20 (Assigned)
20 (Assigned)
)

20 (Assigned

2 [Aecicnadl

Matching ... Match Type Reason Co... Workflow Status Adjustment Log
1080 GA (Group as Assig... 522
1080 GA (Group as Assig... S22
1020 SA (Auto-Assign) z10 In Process &3

N
1030 XA (Auto-Assign as...  S31 Current Processors
1020 SA (Auto-Assign) Z10
1030 XA (Auto-Assign as... S$31| CB9980001711 Finance Close Manager
1non QA (At Accinm) 71N

Check Variance Adj

ByDate  ByType By Priority

Check Variance Adjust. for Company 001010/Assig

Posting Approval for 100000000294

24 minutes ago

‘ Approve ‘ \

SAP Workflow Runtime Medium
/N0 T
[ \ Task Execute Settlement for AuC (1d:2079) is
o E L ? / complete
—_— Tasklist: Monthly/Yearly (09/30/2019)
Please click Open Task on footer bar to check detail of the assignment. e
Then decide whether to Approve or Reject.
Assignments (61) ‘ Show Created in Last 30 Days v
[ ] Assignment Number  Proc. Status Matching ... Match Type Reason Co... Workflow Status Adjustment Log
[] 100000000297 20 (Assigned) 1080 GA (Group as Assig... 522
[] 100000000296 20 (Assigned) 1080 GA (Group as Assig... S22
[] 100000000294 30 (Matched) 1020 SA (Auto-Assign) Z10 Completed 2% O Success (1)
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Reconciliation Approval

< SAP My Inbox v

Q @ o &
All Tasks (1) i Approve Reconciliation Close Request
| Search Q | Reconciliation Details
> REFRESH o
SGRO1 (Consolidation Model: All IC B/S Accounts) : 1000 (All IC
o Accounts AR/AP)
Approve Reconciliation Close for
SGRO1 of S915/USC1 in 012/2019 Period/Year: 012/2019 Consolidation COA: Y1 Reconciliation Close Statu
SAP Workflow Runti Medi i
e i Consolidation Version: Y10 Pendmg Appro
Reconciliation Overview Difference Breakdown by Reason Code
Leading Unit Partner Unit
Cons. Unit:  S915 (USA West) Partner Unit: USC1 (VELOTICS - US)
Data Cutoff  01/22/2021, 15:16 Data Cutoff  01/22/2021, 15:16
At At
Convert with  3,333.33 EUR Convert with  -3,877.77 EUR
Closing Rate: Closing Rate:
Difference
-544.44 EUR
Difference Breakdown by Reason Code
Leading ;
Difference Reason Code Unit ;ﬁ:glleﬂrtumt Difference  Comments
Amount
S00 (Data matched without further action) 1,388.88... -1,388.88 ... 0.00 EUR
551 (Two-side matching, duplicate postings i 1,555.55... -1,944.44 ... -388.88E...
S52 (Two-side matching, amounts not match 388.88 EUR -544.44E... -155.55E...
Total: 3,33331... -3877.76... -54443E.. I}
1 &41PM
H R Type here to search o ¢ i = @ © o NG o B
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ICMR Solution Overview

Intelligent Matching Application:

SAP Business Technology Platform L .
* Line-item matching proposals

ICMR Intelligent Services .
2 * Reason code assignment

SAP S/4HANA

Entity Close l
. . . Automatic postings .
Entity Operational Posting I: Group Journals Posting
Documents matching Other ERP

ICMR

Elimination
Corporate Close

Reconciliation

Other ERP
Systems Systems
Central Finance File upload,
GRDC etc.
Accounting Journals Matching Detail Group Reporting Journals

File upload or via API

Other ERP systems
Source: SAP
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Application Apps and Data Model

/ ) )
Reconciliation Reconciliation Manage Approve
SAP Fior] gf/?atrl:/?ew bl | Balances | Assignments Workflow
application fﬂcahtigiu;z —— ——
apps Jobs — — :
Manage Display : Generate :
Matchi _’ Matching : Auto-correct- :
D:cﬁrr:r;its It:mcs ; ion posting :
\ — — eeeeneereneens /
Reconciliation Reconciliation casel | |Reconciliation case2
and matching
(customer config.) Matching method 1 Matching method 2
Data MOdeI < Data source 1 > < Data source 2 >
(SAP delivery +customer (
config.) CDS view
CDS views Il Faas f==s
| I. |
! J ! J L NN -
Tables ACDOCA ACDOCU XXX SAPinsider



Extended Intercompany Financial
Governance




Positioning of BlackLine Functionality vis-a-vis ICMR

Data validation GR-IR reconciliatioBank reconciliation Revenue Accruals ICO Manual
Asset Close Recognition Management Reconciliation Adjustments Period-end Close

F.)OStmgS Matching A Root cause Sl (el ICO
into the Process Reconciliation investieation process
system & initiation

Upfront

agreements Elimination

WSAP S/4HANA @1 - One solution embedded into SAP end-to-end process for entity & group close

WSAP S/4AHANA SAP S/4HANA Intercompany . Streamlined integration into eliminations

Central Finance Matching & Reconciliation + Business user defined matching rules with workflow-based collaboration
E‘? ECC @ + Governing relationships & intercompany policies across technology platforms
w R/ 3 Proactive ICO invoice creation
Non-SAP SAP Intercompany Governance by

Templates by transaction type that are configurable by the business

Non-ERP BlackLine ) .



Positioning BlackLine vis-a-vis S/4HANA for Intercompany

Consolidation,
Source Dala & Agreement, Freparation & Reconciliation & Substantiation & Netting & Elimination &
Tranzactions Recording Matching Attestation Seltlement Reparting

f CAD & SAP4 ETFS/ HANA
: ETYS/4 HANA S /4 HANA et S/4 HANA A SaS/AHANA ’

[r—: ICHE lewel Croup

'3 Auto- Repurting
=

certification

Merting Hetthmen

ET5A HAMA

S
N

o2 @ TYs/4 HANA WY

& E A b el
'_'u_ a E " T reconcilsaion
-~ E Er&j t‘ﬁ

v/ Policies, procedures, audit trails, supporting documentation, review

= . : ,
M BLACKLINE *"&f comments, automated workflow, BEPS and other reporting & KPIs b SAP Solution Extension

[
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Framework for End-to-End Intercompany Governance

CREATE BALANCE & RESOLVE NET & SETTLE
v
TRANSACTION CREATED v IMBALANCE DETECTION & PROACTIVE v NETTING & AGGREGATION
v
PYNAMIC TAX & TP BALANCING v/ CLEARING OPEN ITEMS
CALCULATIONS v  TRANSACTION ADJUSTMENT & v PAYMENT CONFIRMATION
v  INTERNAL INVOICE GENERATION RESOLUTION v EX GAIN/LOSS

v
INTELLIGENT BILL ROUTING v CONTINUOUS ERP, ADJUSTMENT, DISPUTE

RESOLUTION & JOURNAL ENTRIES UPDATES
v/ GLOBAL IC "VIRTUAL SUBLEDGER’

REPORTING & _ | —
ANALYTICS

v REPORTS & ANALYTICS AVAILABLE ACROSS
ENTIRE END-TO-END PROCESS
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SAP Intercompany Governance by BlackLine

BlackLine SAP S/4HANA and other SAP
software as a part of an end-to-end offering for Finance.

BlackLine intercompany solutions proactively structure and
automate intercompany transactions to maximize operational
efficiency.

Increasingly complex operating environment including M&A activity,
tax and regulatory changes, globalization, and sophisticated supply
chains

Large volumes of financial data across numerous systems that are
not comprehensive or end-to-end

Manual, non-standard & disaggregated processes

x Lack of standard workflow with finance, accounting, tax, and
treasury dispersed across the globe

X

X

X

CREATE - Ensure consistent regulatory and tax compliance by
automating non-trade transactions and invoices while enforcing
trading relationships, policies, as well as required taxes and transfer
pricing.

BALANCE & RESOLVE - Seamlessly integrate all intercompany
systems and data sources to automatically identify intercompany
exceptions and underlying transactions causing out-of-balances
with rules-based solutions to resolve discrepancies quickly.

NET & SETTLE - Facilitate and streamline netting, settlement, and
clearing to optimize working capital and reduce FX exposure.

Proactive Governance — Codified trading relationship and data
elements between buyers and sellers

Configured Service Type — Configured service types for over 300
types of services being provided by the seller to the buyer

Embedded Tax Logic — Embedded tax rules and logic across all
195 countries based on global, regional, and entity-specific
regulations

Global Intercompany Subledger — Structured and centralized
intercompany data with buyer/seller transaction data across
disparate ERP systems and data sources

:' SAP Solution Extensions

Improve Operational Efficiency

Leading food and beverage company reduced
intercompany imbalances

A Proactive End-to-End Solution

"[Users] have to do a

the transaction. BlackLine looks at the intercompany
relationships and the type of service being charged, and
in Europe, determines automatically if the VAT rate or
code they used was correct or incorrect.”

-Leading food and beverage company

Validation, Review, and  Tax and Transfer Pricing 10 Journal Entries Booked Reconciliation, Matching Het & Eettle
Approval & Dispute Adjustments
Data Sources
EAP ERP - -, e,
Trade Transactions Ear S/ HANA Ea S/ HANA s asd HAMNA
' ' GAR Itarcompany 5AF Intercempany
SAP Intercompany Governance by BlackLine N J"’ Govemanace by '
|_-ﬁ by |_-_4 Blackl ina sz “Eu'nmnm-::nlm
Hon-Trade & el
non-SAP ERP : +
Trade Transactions 1 EF'-Y HAMA
Blobal Intercompany SARS
.......... - B — L -
= Intercompany
Intelligence
bR 34
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Profitability with Operational
Transfer Pricing




PaPM with Operational Transfer Pricing Content Overview

SAP4 [ 6. Save, execute and other actions ] Visual Modeler
General [ Edit Tools 3 C f - - Go to
S . Connect functions via
- S 2 o, E W > | E = 8 Z 0 . . PROCESS
B - = links to define the

1. The palette to

| processing sequence Description 5
design a model

2. Drag & drop
elements into the
diagram, to use themin [

) your model
L SUCLNED0N Lt

Processing

{=Ea)
I
Reporting Crop an image here or
choose your files.
(Only PNG. JPG, GIF and SV,
max50 KE)

Documentation W

@ | Tam Comrisan :.. R 1

@ Documentation
S

A

B 7 Y Hi Hz Hs

o

Pro
4. Select an element to In this s

e 7. Message panel | edit details in the inihe p

5. The properties panel
gives access to the

. happen .
= 9 properties panel eierel  details of a selected N

element SAPinsider




PaPM Process for Profitability with Operational Transfer Pricing

1. Review and Update Input Data Q

2. Steering Table Configuration -,

5. Product & Service transfer (transfer price calculation) <}=->

6. P&L for Tax Purposes Generation

7. Review Final Results - Reporting & Simulations
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Transfer Pricing Calculation Configuration

RETAIL MINUS Define transfer price
RETAIL MINUS _On _ar_1y transter
individually

RETAIL MINUS

COST PLUS —— COST PLUS

COST PLUS (

/ \

Company function Product portfolio Product level
(manufacturing, finishing, distribution)
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Transfer Route Configuration

: Manufacturing | | EJ/ Finishing . | pe Distribution :

I I I |

| I I l

| Berlin p1 . % :

I I I |

| ;. I I | == === :

| | I 3

| Munich P2 | » | ()P 3 Party
| roduct I | I | I |

| | S : | Barcelona |
| Hamburg I Paris Product 3a U ROtterdam ProdJI:I:ItHSa I [ DU b“n :
| Product 3 : | : I : I'London |
| | | |

! L L !  Madrid |
I I I |

1 Frankfurt I I l :Moscow :
I Product 4 : I : I : | OSIO I
| | | | I
| I I N I I :
: Baltimore P5 : : Detroit Pm%f,a : : Atlanta oroduct 56 : L - r
I I I |

e e e = = = = - S T |
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Intercompany Processing and Posting Example

I nte rCO m pa ny B -6.000,000 £.000,000 1.956.860,000
Transactions N Mm®
o , —— Intercompany PaPM
— e Transaction Flow and
o o Profitability Analysis

1.956.860,000 v

1.410.600,000 1.410.600,000

PaPM Role based approval process (approval of Journal Entry Posting)

Automated preparation of Journal Entries (map transactions to intercompany accounts, cost/profit centers...)

Entry Table Entry Table Entry Table
Company 1 Company 2 Company 3

PaPM

native S/4HANA & ECC integration,
Post to ta rget SyStemS using SAP transactions and RFCs

Automated GL Posting (Journal Entries) by PaPM
ERP

ERP Company 1 ERP Company 2 ERP Company 3
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Reporting and Simulations

Net Margin per Company

Manufacturing costs per product

Product profitability

Intercompany transaction flow

P&L for Tax Purposes Generation

Cost Break Down by Alternative Route

Markups and Taxes

Resources price

Alternative supplier

Bill of materials

Tax Compliance Target Margins

Change of Partner Company
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Profitability Analysis with Operational Transfer Pricing Example

)

General Edit Tools

B S5 e

Module Overview

Product and Service Costing

Internal and External costs

Editor

&, 1] 5 b & O 9]~ SAP Sta...

Global TP and Tax Complian...

Visual Modeler
v~ 16~ B J U T =~ &+ £ iz iz

Goto

l MODELING H PROCESS ]

Internal direct costs are traceable to the production of a specific good or service as it can be seen in our Manufacturing Costs by Product graph. Cost Breakdown by Product and Senvice Costing

Alternative Route shows how the external costs would change if we change the route from one company to another. Alternative route means changing the company

from Sunshine Rotterdam to Sunshine Amsterdam.

Manufacturing Costs by Product

Product 2

Product 4

B mMannfacturinn Cnosts

—_— e

Cost Breakdown by Alternative Route

Armnant {0

Process N

Process Parameters ~

I_MARKUP Markup Increment (%)

..... . 0 o4

|_ERF Exchange rate Fluctuation
(USDIEUR) [%

..... o 0 o
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Wrap Up

* Enterprise operations are moving ever faster to that of a distributed,
multi-cloud, or multi-source operating model.

* Finance needs enhanced visibility across all points within the value-
chain.

* SAP S/4HANA Universal Parallel Accounting fulfills this enhanced
visibility to trade transactions within SAP, but is only available in the
Greenfield solution approach.

* Bridging technologies help to fill the gaps where S/4HANA UPA is
limited. These include SAP ICMR, BlackLine, and SAP PAPM.

* The total end-to-end solution is likely going to be an amalgamation of
fit-to-purpose solutions, strategically enabled within each
organization depending on their circumstances, objectives, and
technology.

e Visibility to the value-chain and optimizations in the intercompany
design and execution are going to continue to evolve and become
more and more critical as the global supply chain evolves, and is
disrupted by future market factors like Regulatory or Technology
disruptions.
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Where to Find
More Information

Universal Parallel Accounting Demo with voice-over as shown:
e https://www.truqua.com/trugua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/

Intercompany Accounting with Universal Parallel Accounting in SAP S/4AHANA 2022

e https://community.sap.com/t5/enterprise-resource-planning-blogs-by-sap/inventory-accounting-with-universal-parallel-accounting-in-
sap-s-4hana-2022/ba-p/13529230

BlackLine Intercompany Create Space

* https://www.blackline.com/solutions/intercompany/create/
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https://www.truqua.com/truqua-trade-intercompany-realtime-profit-in-inventory-eliminations-and-value-chain-analysis-in-s-4hana/
https://community.sap.com/t5/enterprise-resource-planning-blogs-by-sap/inventory-accounting-with-universal-parallel-accounting-in-sap-s-4hana-2022/ba-p/13529230
https://community.sap.com/t5/enterprise-resource-planning-blogs-by-sap/inventory-accounting-with-universal-parallel-accounting-in-sap-s-4hana-2022/ba-p/13529230
https://www.blackline.com/solutions/intercompany/create/

Key Points to Take Home

* SAP Value Chain analysis is a strategic topic for finance enabled through an
evolving SAP roadmap — namely Universal Parallel Accounting.

* Where technology gaps might exist, SAP partner product solutions can be
deployed to bridge these gaps.

* ROl and Time-to-Value do not necessarily need to be prolonged in this space
thanks to hybrid-cloud solutions and SAP BTP.

e QOut-of-the-box solutions which fill all aspects of the value-chain analysis are
probably unlikely. Plan to leverage multiple best-in-breed solutions to provide
the best solution overall.
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Thank you! Any Questions?

Marc Six

https://www.linkedin.com/in/marcsix/

TruQua, an IBM Company

Please remember to complete
your session evaluation.
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