Topic A07: Cost Accounting for Decision-making                          Topic Overview P.4

Learning Objective:

Apply costing concepts and techniques for decision-making under business environment.
Overview of Contents:

Lesson 1
Apply costing concepts and techniques in ‘eliminate or retain an unprofitable segment’ decisions.
Lesson 2
Apply costing concepts and techniques in ‘accept or reject an order at a special price’ and ‘sell or process further’ decisions.
Lesson 3
Apply costing concepts and techniques in ‘hire, make or buy’ and ‘retain or replace equipment’ decisions.
Resources:

· Topic Overview, Teaching Plan
· PowerPoint Presentation

· Student Worksheet and Answers to Student Worksheet
Suggested Activities:
· Group Discussion

· Matching

· Case Study

	Topic Overview

	Topic
	BAFS Elective Part – Accounting Module – Cost Accounting
A07: Cost Accounting for Decision Making – Apply Costing Concepts and Techniques in Business Decisions

	Level
	S5 / S6

	Duration
	3 lessons (40 minutes per lesson) 


	Lesson 1

	Theme
	Apply costing concepts and techniques in decision making 1.

	Duration
	40 minutes


Expected Learning Outcomes:

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

1.
identify the nature of cost items and their relevance to decision-making; and

2.
determine if a particular segment/product should be eliminated by the business.

Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction

	· Teacher starts the lesson by revising marginal costing and types of cost under marginal costing system with students.
· Teacher revised with students that costs can be classified into variable costs and fixed costs under marginal costing. 
	PPT #1-3
	5 minutes

	Part II: Content

	· Teacher explains the meaning of variable costs, avoidable fixed costs and unavoidable fixed costs.

· Case Study – The Lunar New Year Stall

· The class plans to sell three products (Models A, B and C) in the Lunar New Year Fair. However, the draft income statement shows that Model B produces a net loss of $6,600. The class needs to decide if Model B should be dropped.

	PPT#4-5

PPT#6

Student

Worksheet

pp.1-2
	8 minutes

	· Activity 1 - Discussion
· Students are asked to consider whether each cost item of Model B can be eliminated if this model is dropped. 
· Students should know that some costs change when the number of units changes while some costs cannot be reduced even when the number of units reduces to zero.
	PPT#7-8

Student

Worksheet

pp.3


	9 minutes



	· Activity 2 - Eliminate or Retain an Unprofitable Segment/Product
· Students are required to apply costing concepts and techniques in deciding to drop/retain Model B.

· Teacher checks the results with students
	PPT #9-12
Student

Worksheet

pp.4-5

	15 minutes



	Part III: Conclusion

	· Teacher concludes the lesson by explaining:

· Some costs are relevant to eliminate/ retain decisions because they change as a result of the decision.
· Some costs are irrelevant to eliminate/ retain decisions because they remain unchanged.
	PPT#13
	3 minutes

	
	
	

	Lesson 2

	Theme
	Apply costing concepts and techniques in decision making 2.

	Duration
	40 minutes


Expected Learning Outcomes:

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

1. understand the meaning of incremental costs and sunk costs; and
2. apply costing concepts and techniques in ‘special order’ and in ‘sell or process further’ decisions.
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction

	· Teacher starts the lesson by asking students to give some examples of variable costs and fixed costs learnt in last lesson.
	PPT #14-15
	5 minutes

	Part II: Content

	· Teacher explains the meaning of sunk costs and that they are normally irrelevant to decision making.
· Teacher explains the meaning of incremental costs and tells students that they are relevant to decision making.

· Activity 3 – Accept or Reject an Order at a Special Price
· Students are required to apply costing concepts and techniques in a ‘special order’ for Model D.
· Teacher checks the results with students
· Activity 4 – Sell or Process Further
· Students are required to apply costing concepts and techniques in a ‘sell or process further’ decision for Model A plus.
· Teacher checks the results with students.

	PPT#16
PPT#23

Student
Worksheet

pp.6-7
PPT #17-20
PPT #21-22
Student

Worksheet

pp.8

	5 minutes

10 minutes

5 minutes

10 minutes



	Part III: Conclusion

	· Teacher concludes the lesson that incremental costs are relevant to decision making whereas sunk costs are irrelevant to decision making.
	PPT #23
	5 minutes


	Lesson 3

	Theme
	Apply costing concepts and techniques in decision making 3.

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:
1. understand the meaning of opportunity costs; and
2. apply costing concepts and techniques in ‘hire, make or buy’ and ‘retain or replace equipment’ decisions.
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction

	· Teacher starts the lesson by revising sunk costs and incremental costs.
	PPT #24-25
	5 minutes

	Part II: Content

	· Activity 5 – Hire, Make or Buy
· Students are required to apply costing concepts and techniques to a ‘make or buy’ decision for Model B.
· Teacher checks the results with students.
· Teacher explains the meaning of opportunity costs and that they are relevant to decision making.
· Activity 6 – Retain or Replace Equipment
· Students are required to apply costing concepts and techniques in a ‘retain or replace equipment’ decision in the production of Model C.
· Teacher checks the results with students.
	PPT#26-27
Student
Worksheet

pp.9
PPT #28
PPT#29-30
Student

Worksheet

pp.10
	12 minutes

6 minutes

12 minutes



	Part III: Conclusion

	· Teacher concludes the lesson that incremental costs and opportunity costs are relevant to decision making.
	PPT #31-32
	5 minutes
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