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Abstract:

Organizations would have a wide range of financial transactions posted every day in their ERP Systems.
Not every transaction is relevant for tracking whereas there can be some transactions that should be closely
monitored until they are completed from process perspective such as paying supplier invoices in
Procurement Process, collecting receipts from customers, remitting taxes to regulatory authorities etc.
Failure to track such financial transactions will have adverse impacts on regular course of business such
as attracting penalties when supplier invoices are paid late, less liquidity or inadequate working capital
when collections are not processed on-time from customers etc, hence there is a requirement to have a
functionality that can let business users to track the items as needed and mark them as closed once they
are fully addressed.

SAP S/4AHANA offers Open Item Management functionality that can be enabled on General Ledger
Accounts for tracking each line items posted in that General Ledger Account. SAP also offers Manual
Clearing and Automatic Clearing Functionalities which can be used to identify the items manually or
through systematic way for marking them as closed whenever they are complete. This article dives into
various functionalities such as Open Item Management, Manual Clearing and Automatic Clearing and
how they can be used to benefit business in tracking and closing the financial transactions efficiently.
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INTRODUCTION:

Open Item Management: [5]

Open Item Management is a flag that can be enabled on General Ledger Master record so that the system
can flag every transaction when posted as “Open” and as “Cleared” when this line item is fully addressed
or settled. Enabling Open Item Management flag is Optional on General Ledger Master Record. Open
Item Management functionality can be enabled only for Balance Sheet Accounts since profit and loss
accounts are considered as complete immediately and don’t carry forward from time to time.

Its also important to note that not all the balance sheet accounts are meant for activating Open Item
Management functionality. Flag “Open Item Management” is to be enabled on General Ledger Master
record on need basis.

Open Item Management in SAP S/4HANA is a core financial functionality that enables organizations to
track, monitor, and reconcile outstanding financial transactions until they are fully settled. When open
item management is enabled for a general ledger, customer, or vendor account, each posting remains
“open” until it is cleared by a corresponding offsetting entry, such as a payment, credit memo, or
adjustment.

Types of Open Item Management:

1.  Open Item Management: [1] [3]

G/L accounts that can be managed on an open item basis include, for example, the following clearing
accounts:
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Bank clearing accounts

Payroll clearing accounts

Cash discount clearing accounts

. GR/IR clearing accounts

Journal entries that are managed using this type of open item management can have no more than 999 line
items.

2. Open item management by ledger group:

Open item management by ledger group is relevant if we perform parallel accounting using the ledger
approach.

If the indicator for this function is set for a G/L account, this account is then managed on an open item
basis, and we can post ledger group-specific entries to this account. In this way, we have a ledger group-
specific view of the account. Clearing is also performed for specific ledger groups. Items that are posted
to specific ledger groups can only be cleared within the same ledger group. Items that are posted with an
initial ledger group can only be cleared within that initial ledger group.

G/L accounts for which we cannot use open item management by ledger group include, for example:

. Cash discount clearing accounts
. Tax-relevant accounts
. GR/IR clearing accounts

Journal entries that are managed using this type of open item management can have no more than 999 line
items.

3. Extended open item management:

Extended open item management in SAP is a specialized, advanced form of open item management
designed specifically for Goods Receipt/Invoice Receipt (GR/IR) clearing accounts to handle high-volume
postings, allowing more than 999 line items per document. It enhances performance by facilitating the
automated clearing of complex, large-volume GR/IR postings without foreign currency valuation.

Clearing of Open Items in SAP S/4HANA: [4]

Clearing Process involves identifying both debit and credit line items on a balance sheet account for a
particular transaction and mark them as cleared or closed. Clearing open items on a timely basis offers
various benefits as indicated below.

1. Account Reconciliation & Accuracy: It ensures that general ledger, customer, and vendor accounts
are accurately updated, showing only truly outstanding items.

2. Cash Flow Management: By clearing paid invoices, it provides a clear view of outstanding receivables
and payables, enabling better cash flow analysis.

3. Efficient Month-End Closing: Regular clearing speeds up the closing process, as fewer open items
remain to be reconciled.

4. Data Maintenance & Performance: Clearing helps reduce the volume of open data, which improves
system performance and prepares data for archiving.

SAP offers two ways for clearing Open items:

1. Manual Clearing: Manual Clearing requires the user to review all the line items posted in a balance
sheet account, identify matching debits and credits and clearing them. This can be very time-consuming
when there are more accounts to reconcile or when there is a high volume of transactions posted in any
given balance sheet account.
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2. Automatic Clearing: Automatic Clearing is a very powerful functionality that can identify open items
based on matching criteria or conditions defined for each or a group of balance sheet accounts and clear
open items so that it can save a ton of time for business users. It can be scheduled to run in the background
during non-business hours so that the performance of the system during daytime is not impacted.

Before Clearing

G/L Clearing Account
Assignment  Amt Assignment  Amt

XA9 100 | XA9 100
- XA18 2 | Ya11 90
YA11 250 | YA11 160

After Clearing

Assignment  Amt Assignment Amt Clearing Doc.
[XA9 100 | XA9 100 5400 |
- | YA11 250 |YA11 90 5407

['ya11 160 5407

Figure 1: View of Transactions and their Status after Automatic Clearing using Assignment Field [2]

Configuration for Automatic Clearing:

Activating Open Item Management Flag on General Ledger Master:

Enabling Open Item Management flag on the required balance sheet account is a pre-requisite so that the
system can track status of each line item posted on these accounts. This flag cannot be enabled on a
balance sheet account that already has transactions posted. Enabling this flag on a balance sheet account
already having some transactions require the balance of the account to be made zero and executing SAP
Provided standard program so that this flag can be enabled.

. Display G/L Account Centrally

[ S8 @@y 4 » TF[E  Editfinancial statement version  Edit set  Time-Dependent Attributes

G/L Account 91000 Accruals for deferred taxes
Company Code 0001] SAPAG. (8]

7) [0 [0 e ] (8] (@

Type/Description ~~ Control Data I Create/bank/interest | Key word/translation | Information (C/A) ' Informat... I”§|

a

Account control in company code
Account Currency EUR European Euro Y
Balances in Local Crcy Only

Exchange Rate Difference Key

Valuation Group

Tax Category - Only input tax allowed

Posting without tax allowed
Recon. Account for Acct Type -
Alternative Account No.

Acct Managed in Ext. System

Inflation key

Tolerance Group

Account Management in Company Code
r .|
LOper‘ Item Management 1]

Figure 2: Activating Open Item Management flag in Balance Sheet Account
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Define Rules or Matching Criteria for Automatic Clearing:

General Ledger Accounts receive financial postings from various business operations, hence data posted
on one balance sheet account may not be the same on another balance sheet account. So we need to review
how the data is being posted on Open Item Managed balance sheet accounts and define conditions for
grouping all the transactions that occur for a particular business process or event so that system groups all
of them and clear when the balance of all such transactions is equal to zero.

Example: GR/IR (Goods Receipt and Invoice Receipt) is a clearing account that receives postings when
Inventory and invoice are received with reference to a purchase order. Receipt of Inventory and Invoice
on a purchase order can happen at different timings, so identifying goods receipt and invoicing receipt for
each purchase order and clearing them is practically very challenging as there would be large number of
purchase orders open at any given point of time, so this GR/IR Account can be activated for Open Item
Management functionality and define grouping criteria using Purchase Order and Item Number so that
system groups Goods Receipt and Invoice Receipt documents for each Purchase Order and Item
combination and clear them if the balance of all the items grouped together is equal to zero.

Display View "Additional Rules For Automatic Clearing": Overview

B EE
ChtAcct AccTy |From Acct To Account Criterion 1 Criterion 2 Criterion 3 Criterion 4 Criterion 5 m
D 1 99999989999 VERTN VERTT VBEWA -
D A Z ZUONR GSBER VBUND i
K A Z ZUONR GSBER VBUND
L _|S 0 9999999999 ZUONR G3BER VBUND

Figure 3: Configuration of matching criteria for various accounts [3]

We can define up to 5 fields as matching criteria for any specific or a range of General Leger Accounts.
When Automatic Clearing is executed, system reviews matching criteria defined for each General Ledger
Account, groups line items into various sets as per the fields defined in matching criteria and clear the set
that has zero balance. So defining more and logically accurate fields is crucial for efficient clearing.
Having lesser matching conditions or inaccurate fields will result in unwanted clearings or no clearing at
all.

Sort Key Field in General Ledger Master:

SAP has offered a provision to store the required values in some fields using configuration without the
need for coding. Sort Key is one of such fields available in the General Ledger Master record. It controls
the way how and what values are stored in Assignment Field at line item level in the financial document.
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®.|  Display G/L Account Centrally

|E|+ Gu a4 | T |E°| Edit financial statement version Edit set Time-Dependent Attributes

G/L Account 191000 GR/IR clearing - own production
Company Cede 0001 SAPAG. ‘ﬁ‘ ‘ﬁ‘ ‘E‘ a With Template | |ﬂ‘ ‘E‘
Type/Description .~ Control Data T Create/bank/interest Key word/translation Information (C/A) Informat... \I| @
[= Key for sorting according to assignment n...
Tax Category - Only input tax all
~ - " Restrictions ‘ -
Posting without tax allowed - 5
Recon. Account for Acct Type "7 ‘E”EHEHE‘ ‘E| ) |m‘

Alternative Account No. Sort | Description

Acct Managed in Ext. System '000

Allocation number ‘ -
Inflation key (001 | Posting date -
Tolerance Group 002 | Doc.no., fiscal year

003 | Document date
004 || Branch account

Account Management in Company Code 005 | Loc.currency amount
i 006 | Doc.currency amount
= (G B 007 | Bill/exch.due date

008 | Cost center

009 || External doc.number
Authorization Group 010 | Purchase order no.
Clerk Abbreviation 011 | Plant number

012 | Vendor number

Figure 4: Assignment of sort key in the General Ledger Account

Sort key 014 Purchase order|

New sort keys can be created or existing sort keys can be modified as per the clearing rules needed such
as configuring Purchase Order and Line [tem Number to use in an inventory and invoice clearing accounts,
Sales Order and Line Item Numbers to use in Cash Clearing account etc.

Display View "Rules for ‘Allocation’ Field Layout": Details

THREE
I 141
Sort key LID !
Name
Description Purchase order

Layout of 'Allocation’ field

Name Name Offset Length
Field1 EBELN Purchasing Document 0 10
Field2 EBELP Item 0 5
Field3 0 0
Field4 0

Figure 5: Definition of Standard Sort Key 014 for Populating Purchase Order Number and Item

CONCLUSION:

Automatic clearing in SAP S/4HANA represents a significant step forward in modernizing financial
operations. By leveraging intelligent matching logic, real-time processing, and tighter integration across
Finance and Controlling, organizations can dramatically reduce manual effort, improve accuracy, and
accelerate period-end closing activities.
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Beyond efficiency gains, automatic clearing enhances financial transparency and control. Standardized
processes, improved auditability, and consistent application of business rules help organizations mitigate
risk while ensuring compliance with internal policies and regulatory requirements. When combined with
S/4AHANA'’s simplified data model and embedded analytics, finance teams gain faster access to actionable
insights and a stronger foundation for decision-making.

Successful adoption, however, depends on thoughtful configuration, clean master data, and well-defined
business rules aligned with organizational objectives. As part of a broader S/4HANA finance
transformation, automatic clearing should be approached not merely as a technical enhancement, but as
an opportunity to standardize processes and elevate the role of finance from transactional processing to
strategic value creation.
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