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COURSE CONTENT

	COURSE
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	PERIOD
	Term 1

	LECTURER


	JW Volschenk



	CONTACT INFORMATION
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Tel:
(021) 918 4234 (Office)

e-mail: jakov@sun.ac.za


	INTERNAL MODERATOR
	Prof Willie Hamman


PRESCRIBED TEXT BOOKS
(a) Blocher, E., Chen, K., Cokins, G., and Lin, T. 2007. Cost Management: A strategic Approach. Fourth Edition. New York: McGraw-Hill.

(b) Volschenk, J. 2008. Cost Accounting Reader. Bellville: University of Stellenbosch Business School.
OBJECTIVES OF COURSE

The course in 2008 will be based directly on the prescribed text book (see (a) above – hereafter referred to as Blocher).  The specific objectives per chapter are given in great detail in Blocher and are not repeated here.

The general objective is to provide students with a background of costing by stressing:

· The role of cost accounting in the strategy of a company

· The role of accounting in the responsible (ethical) management of a business

· Job costing
· Cost behaviour

· Break-even analysis

· Budgets

· Standard costing and flexible budgets

· Absorption and variable costing.

In this course no debits and credits will be used.  It is therefore not necessary for non-accounting students to study debits and credits or to get unduly worried about their lack of such knowledge.
EVALUATION

The tests for this module are open book, but you will only be allowed to bring your text book into the test venue. You may make as many notes as you like in your textbook. Students can expect feedback about tests within 2 weeks after a test was written.

	
	Date
	Duration
	Chapters Covered
	Weight

	Test 1
	4 March 2007
	1 hour
	1-5, 8, 13-14, 17
	25%

	Final Test
	31 March 2007
	3 hours
	1-8, 13-14, 17
	65%

	WebCT Evaluation
	1 January – 10 March
	N/A
	1-4, 6-8, 13-14
	10%


Students will also be expected to complete evaluation exercises online via WebCT. Use these exercises to make sure you understand the basics. You have two allowed attempts per chapter. Please try and do at least one test per chapter before commencement of the course. It will double your chances of passing the course. PLEASE NOTE THAT YOU MUST BE CONNECTED TO THE INTERNET IN ORDER TO SEE SOME OF THE TABLES AND FIGURES IN THE WEBCT EVALUATIONS. FOR STUDENTS THAT COMPLETE THE EVALUATIONS ON CAMPUS THIS IMPLIES THAT THE INET KEY (FIRE WALL) MUST BE OPEN. 
There are no compulsory assignments or group work for this course. However, in order to assist students in preparation for the final (test, previous papers and model questions are available in the reader and on WebCT). Although you will not be forced to submit answers for these questions, it is advised that you attempt these questions before referring to the model answers. If necessary you may be asked to submit an answer before you will be provided with the model response. Please note that the test questions are generally at a much higher level than the questions in the text book and on WebCT, but both are crucial to your preparation.
Students must inform me beforehand if they will miss a class or parts of a class. 
COURSE CONTENT
	SESSION 1
	

	Subject

Reading

Outcomes of session
	Strategy & basic cost concepts
Blocher:  
Chapter 1, 



Chapter 2 (only pages 30-32 and 35-38), 




Chapter 3
Course Reader: Session 1
Students should understand the role of cost accounting in strategy. They should also understand the choice between a differentiation strategy and a low cost strategy.

Students must understand the basic concepts of costing and how to use them.  Pay special attention to the three inventory items, i.e. raw materials, work-in-process (WIP) and finished goods (FG).  Students will be exposed to Stencil no. 1.  
We will also discuss the role of cost accounting in corporate governance.

	SESSION 2
	

	Subject

Reading

Outcomes of session
	Job costing and Activity Based Costing (ABC)
Blocher:  
Chapter 4



Chapter 5
Course Reader: Session 2

Students will be exposed to Stencil no. 1.  We use Stencil no. 1 in the absence of debits and credits.  Stencil no. 1 will be made available to students in the test.  Job costing is unique from process costing in that we track the costs of a specific job as apposed to the cost of a process such as extracting oil or coal.
Students should be able to draw up a simple income statement given elementary information.

Students must have an understanding of Activity Based Costing (ABC), but they won’t be expected to perform any complex exercises in tests on the topic.

	SESSION 3
	

	Subject

Reading

Outcomes of session
	Budgets and inventory costing

Blocher:  


Chapter 8





Chapter 17

Course Reader: Session 3

Students must pay a lot of attention to budgets, especially cash budgets.  A cash budget and a cash flow statement prepared on a direct basis are basically identical and use the same techniques.

Students must now be able to calculate the impact of absorption (full) costing and variable costing on profits.  Please note the short formula to calculate the difference in the two methods (will be discussed in class). We will also discuss ethical issues surrounding the different costing paradigms.


	SESSION 4
	

	Subject

Reading

Outcomes of session
	Flexible budgets:  Part I

Blocher:  
Chapter 13

Course Reader: Session 4

Students must now be able to evaluate the advantages of a flexible budget against the relative disadvantages of a master budget.  Students must be aware that most budgets (except the better ones as well as those budgets linked to standard costing systems) are based on the relative sterile master budgets.  Students must concentrate on the factors causing the different variances.


	SESSION 5
	

	Subject

Reading

Outcomes of session 
	Flexible budgets:  Part II

Blocher:  
Chapter 14

Course Reader: Session 5

Students must now be able to appreciate the importance of productivity, especially how to calculate and evaluate productivity and variances.  Students must now be able to calculate the 2 variance method as well as the 4 variance method.  Students will not be called upon to study the 3 variance method.  Students must concentrate on the factors causing the different variances.

	SESSION 6
	

	Subject

Reading

Outcomes of session
	Cost behaviour

Blocher:  
Chapter 6
Course Reader: Session 6

Students must further be able to understand cost behaviour, especially the high-low method and regression analysis.  Students must pay special attention to the concepts of regression analysis.

	SESSION 7
	

	Subject

Reading

Outcomes of session
	Cost-profit-volume relationships
Blocher:  
Chapter 7
Course Reader: Session 7

Students must now be able to do calculations (and to prepare graphs) for the traditional break-even graph as well as the so-called profit-volume graph.  The profit-volume graph will provide a conceptual picture of the relationships between:

· margin of safety (M/S)

· break-even point (BEP)

· operating profit

· contribution margin (C/M or P/V)

· revenues (or sales)

· slope of contribution line

From the profit-volume graph we deduce the very important concept of operating leverage (i.e. contribution margin/operating income) which is also important when we evaluate the financial results of a company in Financial Evaluation and later on in Financial Management.

	SESSION 8
	

	FINAL TEST


	Open book covering all the prescribed work


