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Abstract 

Freight settlement is the point where transportation planning becomes money, and its accuracy 

determines whether a logistics organization pays what it owes or bleeds value through disputes and 

penalties. This paper examines freight settlement and its integration with accounts payable in enterprise 

transportation management systems. We trace the settlement document lifecycle from creation through 

financial posting to invoice verification, analyze the integration objects that connect transportation 

settlement to materials management and financial accounting, and examine the charge correction 

mechanisms that handle post-settlement discrepancies. A central argument runs through the analysis: 

settlement quality is determined upstream. When charge calculation is correct, and configuration is 

sound, settlement is a mechanical reconciliation; when upstream charge logic is wrong, settlement 

becomes a dispute-generation engine that no amount of downstream processing capacity can fix. We 

ground this argument in a documented enterprise case where correcting upstream charge calculation 

errors, rather than adding dispute-processing capacity, reduced a carrier dispute backlog by more than 

ninety percent and improved dispute timeliness by eighty-eight percent. Settlement is where configuration 

discipline is rewarded or punished, and the difference is measured in tens of millions of dollars. 

Keywords: accounts payable integration; accruals posting; carrier invoice verification; charge 

correction; freight settlement document; self-billing. 

1. INTRODUCTION 

There is a moment in every freight transaction when the operational and the financial worlds have to 

agree. The truck has moved, the goods have arrived, the service has been rendered. Now someone has to 

pay for it, and the amount that gets paid has to match what was agreed, what was planned, and what 

actually happened. That moment is freight settlement, and it is where a great deal of value is either 

preserved or lost. 

Settlement sounds like an accounting function, and in part it is. But in an enterprise transportation 

management system, it is really an integration function. The settlement process sits at the seam between 

transportation management, where charges are calculated, materials management, where purchase orders 

and service entries live, and financial accounting, where accruals and payables are posted. Getting 

settlement right means getting that integration right, and getting the data that flows into it right. 
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Stakes here are easy to underestimate until they compound. A single freight invoice that does not 

reconcile is a minor annoyance. Four thousand of them is a crisis. At the settlement scale of a large global 

shipping operation, a backlog of unresolved disputes represents financial exposure running into the tens 

of millions of dollars, delayed carrier payments that trigger contractual penalties, and strained 

relationships with carriers whose capacity is not optional. Settlement problems do not announce 

themselves with a system outage. They accumulate quietly, invoice by invoice, until someone has to 

explain the numbers to leadership. 

Our focus here is freight settlement and how it integrates with accounts payable in enterprise 

transportation management. The central claim is that settlement quality is determined upstream, at the 

point of charge calculation and configuration, not downstream at the point of dispute processing. We 

develop this claim through the mechanics of the settlement lifecycle and ground it in a documented case 

where fixing upstream charge logic, rather than adding processing capacity, resolved a dispute crisis that 

manual effort alone could not. 

The paper proceeds as follows. Section 2 covers the freight settlement document and its creation. Section 

3 examines the integration with materials management and the posting of accruals to financial 

accounting. Section 4 covers invoice verification and self-billing. Section 5 addresses charge corrections. 

Section 6 presents the results and findings, grounded in the enterprise case. Section 7 concludes. 

2. THE FREIGHT SETTLEMENT DOCUMENT 

2.1 What the FSD Is and Where It Comes From 

At the center of the settlement process sits the freight settlement document, or FSD. It is created when a 

planner, having completed the planning steps and created a freight order or freight booking to subcontract 

transportation to a carrier, triggers settlement. On settlement, the system generates the FSD. That 

document carries everything settlement needs: all relevant logistical data, the charges, and the other 

commercial data required to reconcile with the carrier. 

Where the charges on the FSD come from matters; in the most common case, the charges are copied over 

from the freight order. The planning process already calculated them; they are already correct if the 

configuration is correct, and settlement carries them forward unchanged. Alternatively, the system can 

run a fresh calculation driven by whatever freight agreement governs the relationship between the buying 

organization and the ordering party. Charges can also be changed manually on the FSD when 

circumstances require it. However, manual change should be the exception rather than the rule, because 

every manual intervention is a place where error and dispute can enter. 

Worth stating plainly is the relationship between the freight order and the FSD, because it anchors the 

whole argument of this paper. An FSD inherits its charges from the freight order. If the freight order 

charges are wrong, the FSD charges are wrong, and the settlement will not reconcile against a correct 

carrier invoice. Settlement does not create charge errors. It inherits them and surfaces them as disputes. 

The FSD is a mirror. It reflects the quality of what came before it. 

2.2 Individual, Collective, and Partial Settlement 

The system supports several modes of FSD creation, and the choice among them affects both efficiency 

and traceability. An individual FSD settles a single freight order or freight booking. A collective FSD 

settles several freight orders with one document, which reduces document volume when many small 
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shipments settle with the same carrier. FSDs can be created online, one at a time from the freight order 

or freight booking apps, or in batch through a mass creation report for high-volume operations. 

Partial settlement handles a more subtle situation. Partial settlement covers a freight document that 

already carries an invoice. Creating one flips the freight order back from a completely invoiced state to 

a partially invoiced one, and only then does the extra document come into being. A useful asymmetry 

governs this: charges can be added to an invoiced freight order, but they cannot be removed. This 

constraint protects the integrity of settlements that have already posted, forcing corrections to flow 

through the proper correction mechanism rather than through silent deletion. 

 
Fig. 1: End-to-end freight settlement process flow, from freight order subcontracting through settlement 

document creation, posting to materials management, accrual generation, invoice verification, and 

charge correction. 

3. INTEGRATION WITH MATERIALS MANAGEMENT AND FINANCIAL ACCOUNTING 

3.1 The Posting Path 

Once created, the FSD does not stay in transportation management. It posts outward to SAP materials 

management, and in an embedded S/4HANA landscape this posting is carried out via a background 

remote function call. The posting is asynchronous: the system creates a background processing unit that 

 

FREIGHT SETTLEMENT: END-TO-END PROCESS FLOW 

1. Freight Order Subcontracted 
Planner completes planning and creates a freight order or freight booking to subcontract the transportation activity to a carrier. 

 

2. Freight Settlement Document Created 
On settlement, the system creates a Freight Settlement Document (FSD) carrying all logistical data and charges. Charges are 
copied from the freight order (most common) or recalculated from the freight agreement. Individual or collective FSDs are 

3. Posted to Materials Management 
The FSD is posted to SAP MM via background RFC. The system determines a valid purchase order, creates a service entry sheet 

 

4. Accruals Posted to Financial Accounting 
Accepting the service entry sheet generates an accounting document in Financial Accounting. Transportation costs are accrued 

 

5. Invoice Verification or Self-Billing 
The carrier invoice is verified manually in logistics invoice verification (MIRO), or settled automatically through Evaluated Receipt 

 

6. Charge Correction if Required 
If actual charges differ after posting, a charge correction document adjusts the differential: a credit memo for all modes except 
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executes later, and at any point the lifecycle status of the FSD indicates exactly where the document sits 

in the process. 

That posting path runs through a specific sequence of integration objects, and understanding it is essential 

to understanding both how settlement works and where it can fail. The system first determines a valid 

purchase order, using criteria including the carrier, purchasing organization, purchasing group, plant, and 

item category. Against that purchase order, it creates a service entry sheet, which lists the services the 

carrier performed with their quantities and values. The purchase order and service entry sheet are 

technical objects, used to post accruals rather than to represent a genuine procurement event. Still, they 

are required infrastructure for the transfer into financial accounting. 

 
Fig. 2: Freight settlement document lifecycle status progression, from Ready for Accruals through the 

asynchronous posting sequence to Invoice Verified. 

3.2 Accruals and Account Assignment 

Accepting the service entry sheet is the act that creates financial value in the ledger. As posting runs, the 

services get accepted, and the ledger side responds by raising an accounting entry that books the accrual. 

This accrual represents the cost the organization has incurred but not yet paid, and it is what keeps the 

books honest between the moment a service is rendered and the moment the carrier is actually paid. 

Account assignment determines where the money lands. As each cost item posts, the system resolves its 

general ledger destination and its controlling assignment on its own. How finely that resolution happens 

is a configuration choice: an organization tracking cost at a coarse level and one tracking it lane by lane 

assign accounts differently. The settlement process is therefore not just about paying carriers; it is about 

attributing transportation cost accurately across the enterprise cost structure. 

 

FSD LIFECYCLE STATUS PROGRESSION 

Ready for Accruals 
FSD created and charges determined. The document is ready to be posted to Materials Management, but no financial posting has occurred yet. 

Posting Started 
The asynchronous background RFC unit has been created and queued. Posting to MM is in progress; the confirmation status is not yet confirmed. 

Accruals Posted 
Purchase order and service entry sheet created, services accepted, accounting document generated. Costs are accrued in Financial Accounting. Confirmation 

status is confirmed. 

Invoice Verified 
The carrier invoice has been verified (manually via MIRO or automatically via self-billing). Payables are posted by canceling the accruals. Settlement is 

complete. 
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FREIGHT SETTLEMENT TO MATERIALS MANAGEMENT: INTEGRATION OBJECTS 

Integration Object Created By / From Purpose in Settlement 

Freight Settlement 

Document (FSD) 

Freight order or booking, 

on settlement 

Carries logistical data and charges from TM 

into the settlement process—basis for all 

downstream MM and FI postings. 

Purchase Order (PO) 

Determined automatically 

by carrier, purchasing org, 

group, plant, item 

category 

Technical object required for transfer to 

Financial Accounting. Can be created per 

settlement or monthly per carrier. 

Service Entry Sheet 

(SES) 

Created against the 

determined PO 

Lists services performed by the carrier with 

quantities and values. Accepting the SES 

triggers the accrual posting. 

Accounting Document 
Generated on SES 

acceptance 

Posts accruals to Financial Accounting. 

Account assignment determines the correct G/L 

account and Controlling object per cost item. 

Invoice / Credit Memo 
MIRO (manual) or ERS 

self-billing 

Verifies or generates the carrier invoice. Posts 

payables by canceling the accruals, completing 

settlement. 

Fig. 3: The integration objects that connect freight settlement in transportation management to 

materials management and financial accounting, showing what creates each object and its purpose in 

the settlement process. 

3.3 Posting Actions and Their Effects 

The FSD supports a defined set of posting actions, each with a specific system effect, and these can be 

triggered from the FSD interface, from worklists, or through background jobs. Save and post creates the 

purchase order and service entry sheet and posts the accruals. Cancel document reverses a posted accrual 

and cancels the service entry sheet and purchase order. Reverse document creates a return service entry 

sheet for a previously created purchase order, which requires the carrier to be enabled for evaluated 

receipt settlement. Cancel PO handles the case where service entry sheet creation failed, after which 

posting must be restarted. Reprocess failed document continues a posting that broke at an intermediate 

step. 

This action set exists because settlement is a multi-step financial posting that can fail partway through, 

and financial postings that fail partway through cannot simply be abandoned. Each action provides a 

controlled way to advance, reverse, or repair the posting while keeping the ledger consistent. The batch 

reports that drive these actions at scale, one for creating FSDs and one for transferring them to materials 

management, allow high-volume operations to process settlement without manual intervention on every 

document. 
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FSD POSTING ACTIONS AND SYSTEM EFFECTS 

Action System Effect 

Save and Post 
Creates the purchase order and service entry sheet, then posts accruals to 

Financial Accounting. 

Cancel Document 
Cancels posted accruals and cancels the service entry sheet and purchase 

order. Applies when lifecycle status is Accruals Posted. 

Reverse Document 
Creates a return service entry sheet for a previously created purchase order. 

Requires the carrier to be enabled for Evaluated Receipt Settlement. 

Cancel PO 
Cancels the purchase order when service entry sheet creation failed. Posting 

must be restarted after successful cancellation. 

Reprocess Failed 

Document 

Continues the posting process when document creation failed at an 

intermediate step. 

Fig. 4: Freight settlement document posting actions and their system effects, covering the normal 

posting path and the correction actions that handle failures and reversals. 

4. INVOICE VERIFICATION AND SELF-BILLING 

4.1 Two Paths to Payment 

Once accruals are posted, the organization still has to settle with the carrier, and there are two paths to 

doing so. The first is manual invoice verification. When the carrier sends an invoice, a clerk verifies it 

against the settlement data in logistics invoice verification, using the standard materials management 

invoice transaction. The freight order amount, excluding taxes, appears for checking; tax is calculated 

and added; and once the balance reconciles to zero, the invoice is posted. The system records which 

general ledger accounts the amounts post to, and the invoice enters the transportation management 

document flow so that the freight order and FSD statuses update to reflect verification. 

A second path removes the carrier invoice from the critical path entirely. Under the credit memo 

procedure, known equally as evaluated receipt settlement or self-billing, the shipper pays the carrier 

before any invoice ever arrives. Working from the FSD data, the system produces the settlement, moves 

the computed freight cost into the ledger, and leaves the carrier to check the figures after the fact. If the 

carrier discovers a variance, it is posted as a subsequent debit or credit. Self-billing works precisely 

because the organization trusts its own charge calculation enough to pay against it without waiting for 

the carrier to invoice. 

That trust is the whole point, and it circles back to the paper argument. Self-billing is only safe when 

upstream charge calculation is reliable. An organization whose charges are systematically wrong cannot 

self-bill without systematically overpaying or underpaying, and either failure mode generates the disputes 

that self-billing was supposed to eliminate. The payment mechanism is only as trustworthy as the charge 

logic feeding it. 

4.2 The Role of the Invoice Clerk and Controls 

Manual verification is gated by authorization. Performing freight-related invoice verification requires a 

specific user parameter to be assigned, which ensures that only designated invoice clerks can verify and 
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post carrier invoices. This is a control, not a formality. Invoice verification posts real payables against 

real carriers, and restricting who can perform it is part of the separation of duties that protects the payment 

process from error and fraud. 

Verification doubles as a reconciliation checkpoint. When the clerk enters the invoice amount, and the 

system calculates tax, the balance field must resolve to zero before the invoice can post. A balance that 

will not resolve to zero signals that something does not match, and that signal is the last line of defense 

before an incorrect payment goes out. When upstream charges are correct, this checkpoint is a formality 

that passes cleanly. When they are not, the dispute begins there, because the clerk cannot reconcile what 

the configuration has miscalculated. 

5. CHARGE CORRECTIONS 

5.1 When Settlement Has to Be Adjusted 

Even in a well-run settlement process, actual charges sometimes differ from what was posted. A rate was 

renegotiated retroactively, a surcharge was applied incorrectly, or an accessorial was missed. After a 

freight settlement document has posted, the mechanism for handling this is the charge correction 

document, which adjusts the charges for the differential amount rather than unwinding and re-creating 

the entire settlement. 

SAP transportation management supports two charge correction documents, and the choice between them 

is determined by transportation mode. For every transport mode but air, the correcting instrument is a 

credit memo raised against the freight document. For air freight processes, which run through freight 

bookings, a charge correction advice is used instead. Both are freight settlement documents of a specific 

category, and that category is set in the FSD type configuration. Because they are FSD types, they follow 

the same path to materials management as any other settlement document, and the same integration 

customizing has to be in place for them to post correctly. 

The existence of a structured correction mechanism matters for a reason beyond convenience. It means 

corrections flow through an auditable, configured path rather than through manual adjustments that leave 

no trail. When a charge is corrected via a credit memo, there is a document, a posting, and a record. This 

is what allows an organization to correct at scale without losing control of its financial data, and it is 

what makes the difference between a settlement process that can be trusted and one that cannot. 

A correction that leaves a record is governance. A silent adjustment is a future dispute. 

6. RESULTS AND FINDINGS 

6.1 The Upstream Principle in Practice 

The argument of this paper is that settlement quality is determined upstream, and that argument is not 

merely theoretical. It is borne out by a documented enterprise case at the North America operations of a 

large global shipping company, where the settlement environment had accumulated a backlog of 

approximately four thousand unresolved carrier disputes by late 2024. Each case represented a freight 

invoice that could not be settled cleanly. At the settlement scale of a global shipping operation, the 

aggregate financial exposure ran into the tens of millions of dollars. 

A standard response to a dispute backlog is to add processing capacity: more reviewers, faster workflows, 

tighter escalation paths. The approach that actually resolved the crisis did the opposite. Rather than 

processing the disputes faster, the work targeted the reason disputes were being generated in the first 
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place. Analysis of the dispute data showed that the disputes were not random. They clustered around 

specific charge types, particularly carbon tax-related fees, which pointed to upstream calculation errors 

in the transportation management configuration. The platform was generating incorrect figures before 

any dispute ever reached a human reviewer, which meant that clearing cases manually without fixing the 

upstream logic would refill the queue. 

The reconfiguration work addressed the calculation logic directly, correcting how the environment 

handled specific charge categories and stabilizing data quality upstream of the settlement process. 

Because enterprise logistics platforms at this scale carry years of configuration history, the changes had 

to be made carefully, without disrupting live operations. As the upstream errors were corrected, the 

inflow of new disputes fell at a sustained rate of nine percent week over week, and existing cases that 

had resisted resolution became solvable once the systemic pattern was understood. 

6.2 Quantified Outcomes 

Outcomes of the upstream correction were substantial and measurable, demonstrating the difference 

between treating settlement symptoms and eliminating settlement causes. The quantified outcomes are 

summarized in Table 1. 

Table 1 Documented Outcomes of Upstream Charge Correction on Settlement Performance 

Outcome Dimension Result Interpretation 

Dispute backlog ~4,000 to under 400 
More than 90% reduction, by eliminating 

causes, not symptoms 

Dispute timeliness (North 

America) 
Improved by 88% 

Structural change in financial risk 

management, not process tuning 

Global carrier dispute 

turnaround 
84% within target 

Up 9 percentage points, sustained after 

platform corrections 

New case inflow 
Fell 9% week over 

week 

Sustained consistently after upstream charge 

logic was corrected 

Financial exposure 
Tens of millions 

addressed 

Delayed payments trigger penalties; disputes 

strain carrier relationships 

 

The pattern in these numbers reinforces the paper's central claim. A backlog attacked through manual 

processing alone sees new cases replenish the queue faster than it empties, because the cause continues 

generating them. A platform-level fix changes the arithmetic entirely, and the settlement process shifts 

from a dispute-generation engine back to what it should be: a mechanical reconciliation that pays carriers 

correctly and on time. 

7. CONCLUSION 

Freight settlement is where transportation planning becomes money, and it is where configuration 

discipline is rewarded or punished. This paper has traced the settlement document lifecycle from creation 

through posting to payment, examined the integration objects that connect transportation settlement to 

materials management and financial accounting, and analyzed the charge correction mechanisms that 
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handle post-settlement discrepancies. Throughout, one principle has held: settlement quality is inherited 

from upstream, not created downstream. 

The freight settlement document inherits its charges from the freight order. The accrual inherits its 

amount from the FSD. The carrier payment inherits its correctness from the charge calculation that started 

the chain. At no point in the settlement process is there an opportunity to manufacture accuracy that the 

upstream configuration did not provide. This is why adding dispute-processing capacity to a settlement 

problem fails, and why correcting upstream charge logic succeeds. The documented enterprise case 

makes the point concrete: eliminating the source of miscalculated charges reduced a dispute backlog by 

more than ninety percent and improved dispute timeliness by eighty-eight percent, results that no volume 

of downstream processing had been able to achieve. 

For practitioners, the implication is direct. Investment in settlement performance should flow to charge 

calculation accuracy and configuration quality first, because that is where settlement outcomes are 

actually determined. Self-billing, collective settlement, and automated posting all deliver efficiency only 

when the charges feeding them are correct. Build the upstream accuracy first, and settlement becomes 

the quiet, reliable reconciliation it is supposed to be. Neglect it, and no amount of settlement processing 

capacity will keep the disputes from returning. 

Fix the source, not the queue. 

References 

1. Alan, R., & Gattorna, J. (2019). Handbook of supply chain management (3rd ed.). Routledge. 

2. Bardi, E. J., Coyle, J. J., & Novack, R. A. (2006). Management of transportation. Thomson South-

Western. 

3. Bowersox, D. J., Closs, D. J., & Cooper, M. B. (2020). Supply chain logistics management (5th 

ed.). McGraw-Hill. 

4. Kappauf, J., Lauterbach, B., & Koch, M. (2012). Logistic core operations with SAP: Procurement, 

production and distribution logistics. Springer. https://doi.org/10.1007/978-3-642-21215-0 

5. Muir, W. A., & Reddy, R. (2018). SAP Transportation Management: The comprehensive guide 

(2nd ed.). Rheinwerk Publishing. 

6. Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2021). Designing and managing the supply 

chain: Concepts, strategies, and case studies (4th ed.). McGraw-Hill. 

7. Stadtler, H., Kilger, C., & Meyr, H. (Eds.). (2015). Supply chain management and advanced 

planning (5th ed.). Springer. https://doi.org/10.1007/978-3-642-55309-7 


