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Executive Summary

Responsibilities exist for cost accounts to maintain interplant item costs – finished 
good costs recognized between plants. The current cost rollup process impacts 25 
manufacturing plants and distribution centers and touches up to 425K items during 
the cost rollup process. This scope will increase with the Oracle EBS 12.1.3 global 
implementation.
This presentation discusses the features used to leverage out of the box 
functionality for the R12 Supply Chain Cost Rollup (SCCR). The implemented 
solution meets the client needs by providing:

• An effective global costing solution that provides timely and accurate 
product costs

• Flexibility to maintain one-off cost changes based on materiality and 
correction of errors

• Flexibility to perform a cost rollup and/or a cost update of an individual 
new item (item with zero frozen/standard cost) without waiting for the 
next systematic scheduled cost rollup/cost update

• Integration of consistent cost data across the enterprise
• Minimizing the use of custom programs
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Project Background

Client Snapshot
• A global leader in the 

manufacturing of filtration 
systems

• Industry: Diversified 
Machinery

• Revenue: $2.4 billion

• Employees: 12,500

• Products: Industrial 
Products and Engine 
Products

Project Overview
• Initial Start:  October 2012
• Initiative: implement Oracle 

EBS R12.1.3 as the global 
solution across all regions

• Objectives:  Providing a 
common systems platform 
to support growth

• Streamlining and 
standardizing transactional 
business processes

• Providing information 
visibility across geographies 
and businesses

• Enabling new business 
capabilities and 
corresponding productivity 
gains

Project Scope
• Discrete Manufacturing
• Product Information 

Management
• Order Management and 

Shipping
• Finance
• Advanced Supply Chain 

Planning, 
• Quality
• Procurement 
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Problem Definition

Our client relies upon accurate 
product cost information as the basis 
for many of its pricing estimates used 
during the quoting and selling cycle of 
its products. From a completed 
business case, several opportunities 
were identified for the PTM 
processes. 

One opportunity was to improve 
access and visibility to cost 
information to equip management 
with the ability to make more informed 
pricing decisions and identify focused 
cost reduction opportunities.  

Develop consistent method for 
capturing cost

Reduce the manual effort and 
reliance on custom tools to perform 
costing and cost analysis activities 

Establish standards for bill of 
materials (BOM) structure, routing 
structure, and work center definition

 Improvement opportunities
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High-level Solution

 In today’s organization where global sourcing is used extensively to drive cost for 
an item, the Oracle SCCR solution provides for an effective way to maintain 
standard cost across multiple locations and manufacturing sites and internal buying 
organizations.

 The Supply Chain BOM provides an enhancement over traditional assembly cost 
rollup by pulling costs from source organizations. The SCCR provides the methods 
for an organization to simulate cost of an item in a destination organization when it 
is sourced out of different make/buy organizations. 

• Source of each item should be item identified 
either through sourcing rule or through BOM

• Item should be accurately identified as a make 
or a buy item in each integrated organization

• Additional mark-up should be identified either 
through an interplant mark-up at each 
organization level or through transfer pricing 
rules (This is an optional requirement)

Integrated supply chain 
cost:

• Costing
• Sourcing rules
• Master data 

organization 

should be integrated
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Interplant Costing-Key Features

9

Business Need Key Features Value Proposition

Global Sourcing • Create multiple  sources for an item to simulate 
final cost

• Find the best source of components 
for the final assembly

Cross Currency 
sourcing

• Final cost can be obtained even from plants 
maintaining component cost in different ledger 
currency

• Aids global sourcing and responds to 
currency fluctuation

Overhead Absorption • Overheads can be absorbed at each node of 
the supply chain, thus being a true 
representation of final cost

• Absorb analysis of  overheads

Cost Visibility • Supply Chain cost rollup report provides 
visibility of cost  added at each level at element 
level

• You can save the details of the buy item costs 
by selecting Yes in the Preserve Buy Cost 
Details parameter

• Aids business Intelligence and cost 
analysis

Blended Cost • Use of  percentage based allocation can 
provide for blended cost based on multiple 
sources

• Analysis of  single source of item vs. 
multiple source

Key features of Oracle interplant costing solution are as follows
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High-level Solution



 Solution details
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Supply Chain Cost Rollup

 SCCR process can be used to roll up costs across multiple orgs connected to 
sourcing rules:
• Supports MFG where component items are manufactured in different orgs
• Rollup process uses Bill of Distribution and Sourcing rules defined in MRP
• Bill of Material is the representation of components that are used for an 

assembly or a subassembly
• Supply Chain Bill of Material combines the existing concept of the BOM as 

well as including the Supply Chain sourcing rules that exist
• Supply Chain Cost Rollup can be performed for items specifically belonging 

to one organization or for all organizations included in the Supply Chain
• Can setup mark ups for inter-org transfer costs, and transportation costs in 

the shipping networks
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Supply Chain Costing – Key Concepts

Sourcing Rule

• A use of sourcing rule allows for rollup of cost when components of an 
assembly are sourced out of different organizations

• The concept further allows for partial sourcing of components from multiple 
organizations

• Each component can have its own different BOM in different organizations 
and it can be included in the rollup

Bills of Distribution

• BOM’s are a representation of all components that go into manufacturing 
of an assembly. This does not include sourcing information for each 
component

• BOM’s used for SCCR combines the concept for SCCR and sourcing rule 
to create a Bills of Distribution
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Prerequisites for Performing Supply Chain Costing

 Below is a listing of the steps followed to utilize the SCCR:

1. Cost type should be available multiple organizations and it should allow for cost 
updates.
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Prerequisites (cont’d)

2. A set of sourcing rules or bills of distribution need to be defined, which can be 
used for the cost rollup.

Transfer from 208 org to 262 org:
• Receiving Org = 262 (Distribution Org)
• Shipping Org = 208 (Manufacturing Org)

• Transfer from 208 at 100%
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Prerequisites (cont’d)

3. An assignment set is defined that associates items/item category to a sourcing 
rule. This assignment is used during SCCR to identify source for an item. 
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Item Category Assignment - MDM

In order to create 
the sourcing rule 
assignment, there 
are two suggested 
ways:

• Assign Sourcing 
rule to Item/Org

• Assign Sourcing 
Rule to Item 
Category

For our client, we suggested use of item category which defines primary internal 
source of that Item. Our sourcing rule was created with 100% allocation and 
assigned to Item category. This simplified the design for the Bill of distribution.
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Prerequisites (cont’d)

4. Create Shipping Networks: Note that the mark-up cost related to inter-
organization transfer charge is included in the SCCR. This mark-up is retrieved 
from the inter-organization parameters.

Setup inter-org transfer charge

Impacts SCCR

In this scenario will increase 
cost in receiving org by 10%
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Prerequisites (cont’d)
5. Create Material Overhead Subelement for inter-organization transfer charge. 

6. Assign this inter-
organization mark-up 
to the destination 
organization 
parameter. This 
material overhead is 
used during SCCR 
for the mark-up. 
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Supply Chain Bill

As reflected earlier, the SCCR uses the concept of supply chain bill to rollup cost. 
It combines the concept of sourcing rule and BOM to define the sourced cost for 
an item. In the indented bill, you can see the source of each item in the BOM. This 
is reflected below in the Supply Chain Bill form.
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Executing the SCCR
While running the SCCR, make sure to select the desired Sourcing Assignment 
set to be used for SCCR. The parameters to submit the SCCR are reflected below.

• Users can select a sourcing rule 
assignment set during SCCR

• This provides flexibility to the 
user to simulate costing through 
sourcing an item from different 
sources 

• Several default 
values

• Many values are 
optional

Parameters 

• Cost Type:
• ORG:
• Assignment Set:
• Item:

Select 
parameters 

for our 
process:
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Supply Chain BOM Report Output
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Supply Chain BOM Report Output (cont’d)
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Supply Chain BOM Report Output (cont’d)
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Supply Chain BOM Report Output (cont’d)
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SCCR Schedule

Ensure that rollup schedule follows the path of supply chain:

• The path of supply chain is rollup should be run first in organization, which is 
the source, and then followed up in the destination org as far as possible.

• A good example of following the supply chain path is to run SCCR in a 
manufacturing unit first before running it at a distribution center

Distribution center

Customer

Manufacturing 
Unit 1

Manufacturing 
Unit 2

Cost Rollup 1 Cost Rollup 2

Cost Rollup 3
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Supply Chain Item Costs
The benefit of running rollup in this sequence is that an organization wide sequence of rollup results in 
capturing real cost at the end of the supply chain (i.e., when the finished good finally reaches the 
customer).

Some organization that have inventory orgs supplying to each other(as was the case with our client), run 
cost rollup in a cyclical fashion multiple times to get actual cost in each inventory org.

Final cost after rollup would reflect as below as per the above example. While viewing cost you can check 
Cost summary by level, which would reflect the cost collected from previous level.
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Supply Chain Item Costs (cont’d)

Because of Rollup Option selection - Full cost rollup, cost is rolled-up in previous 
level orgs as shown below, thus reflecting actual cost across the supply chain 
path.
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Supply Chain Item Costs (cont’d)

 Below is the cost for a component from first level, the cost of which can be seen in 
the full cost rollup.

 After the SCCR’s are complete, cost accounting is ready to perform the cost 
update. This establishes the frozen standard cost. Once the standard cost is set, 
you are able to cost inventory, work in process, BOM, receipts, and shipments.
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Organizations can derive the following benefits by maintaining the SCCR 
instead of the traditional assembly cost rollup:

Business Benefits

Centralized Buying 
Organization

• Cost management helps evaluate supplier quotes and supports and 
reports on the progress of strategic sourcing from a cost management 
perspective 

• Supply chain costing helps cost management and sourcing 
organizations integrate their process

Savings to the 
Organization

• During new product development, supply chain cost management helps 
in identifying the best combination of Make/Buy organization decisions 
to bring down the cost of new product

Product Development

• This helps in determining correct sourcing decisions
• Promotes a philosophy of strategic costing in the organization

Cost Driven 
Organizations

• Supply chain-costing works as an important tool for cost analysis and 
cost reduction efforts by identifying non-value added costs across the 
supply chain
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Summary

 By implementing Oracle Discrete Manufacturing and leveraging the SCCR features 
from the Cost Management module, our client has been able to improve accuracy 
and visibility of cost information across the enterprise.

 With these improvements:

• They have complemented the ability to make more informed pricing 
decisions and to help obtain cost reduction goals

• The R12 SCCR process has eliminated unnecessary steps that were 
followed in the Oracle 11i cost rollup processes.

• The supply chain standard costing solution deployed with Oracle R12 has 
provided enhanced possibilities to model and simulate alternatives for 
sourcing, producing, distributing, and delivering products to end customers.

• Overall, the solution has provided timely and effective product cost 
information across the extended global supply chain



Thank You!
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