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	Topic Overview

	Topic
	BAFS Elective Part – Accounting Module – Cost Accounting
A06: Marginal and Absorption Costing 

	Level
	S5 / S6

	Duration
	2 lessons (40 minutes per lesson) 


Learning Objectives:

1. To distinguish the difference between marginal and absorption costing;

2. To compare the advantages and disadvantages of adopting marginal and absorption costing.
Overview of Contents:

Lesson 1

Marginal and Absorption Costing

Lesson 2
Advantages and Disadvantages of Adopting Marginal and Absorption Costing

Prior Knowledge:
Student should know:

1. the meaning of direct cost, indirect cost, prime cost, factory overhead, production cost and non-production cost; and
2. the allocation of cost / expenses to production cost and non-production cost; and

3. the calculation of production cost under an absorption costing system; and
4. how to prepare the income statement.
Resources:
· Topic Overview, Teaching Plan
· PowerPoint Presentation

· Student Worksheet
Suggested Activities
· Case Study

· Group Debate

	Lesson 1

	Theme
	Marginal and Absorption Costing

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1.
define marginal and absorption costing;

2.
distinguish differences between marginal and absorption costing; and
3.
prepare income statements based on a marginal costing and an absorption costing system.
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction

	· Teacher reviews the definition of fixed and variable costs and asks students to give examples in relation to their family’s monthly expenses.  
· Activity 1 – Case Study

· Teacher asks students to identify fixed and variable costs, production and non-production costs and calculate the unit production costs for the month of June Year 8 (Task 1 and 2).

· Teacher tells students of two main accounting streams: financial accounting and cost accounting.  Financial accounting is concerned with the provision of information to external parties. Cost accounting is concerned with the provision of information to internal parties. A number of costing systems are being applied by organisations to provide relevant information to help managers make better decisions.

· Teacher uses flowchart to introduce the term ‘absorption costing system’ and its mechanism.

· Teacher tells students the relationship between fixed cost and variable cost with absorption and marginal costing systems.

· Teacher uses flowchart to show the framework of marginal costing system.
· Teacher asks students to prepare the income statement for Pattie Company, using marginal costing method (Task 3).
· Teacher asks students to determine the major effect if marginal costing is used and explains the meaning of contribution margin.
	PPT#1-17
Student Worksheet

pp.1-6
	15 minutes

	Part II: Content

	· Activity 2 – Case Study

· Students form groups of four or five, read the case concerning an online shop and complete the tasks.
· Teacher invites students to present their answers.

· Teacher checks answers with students and draws conclusion for each task.
	PPT #18-27
Student

Worksheet

pp.7-11
	22 minutes

	Part III: Conclusion

	· Teacher concludes lesson by highlighting the differences between marginal and absorption costing.
· Teacher asks students to think of the advantages and disadvantages for marginal and absorption costing for the upcoming lesson. 
	PPT #28-29
	3 minutes


	Lesson 2

	Theme
	Advantages and Disadvantages of Adopting Marginal and Absorption Costing

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1. explain the advantages and disadvantages of marginal costing;

2. explain the advantages and disadvantages of absorption costing; and

3. explain the circumstances that are suitable to use marginal or absorption costing.

Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction

	· Teacher starts the lesson by introducing the problem faced by Bullet Manufacturing Company and asks students to have a debate on the adoption of a marginal costing system in the company.
	PPT #30
	5 minutes

	Part II: Content

	· Activity 3 – Preparation for the debate

· Students are divided into two groups (the affirmative side and the negative side).

· Students are required to discuss within their groups and develop arguments.

· Each group nominates one representative to take part in the debate.
	PPT #31
Student

Worksheet

pp.12-13
	15 minutes

	· Activity 3 – Debate

· Each representative has 4 minutes to present their group’s views and arguments.

· Teacher concludes the debate and introduces suitable circumstances for using marginal and absorption costing.
	PPT #32-34
	15 minutes


	Part III: Conclusion

	· Teacher concludes the lesson by highlighting the advantages of marginal and absorption costing and asks students to choose the preferred costing methods under different circumstances.
	PPT #35-37
	5 minutes
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