Assignment 1: write 500 words that respond to the following questions with your thoughts, ideas, and comments. This will be the foundation for future discussions by your classmates. Be substantive and clear, and use examples to reinforce your ideas.
· Discuss what absorption, variables, and throughput costing are.
Absorption, variable, and throughput costing are different product costing techniques that are distinguished by their treatment of certain cost elements. Absorption costing is also known as full absorption costing method expenses all manufacturing costs as inventory or product costs (cost of goods sold). This is to means that this costing method reflects the idea that manufacturing/product costs and non-product/period costs ought to be separated on financial statements as it makes no distinction between fixed and variable costs. This technique is required by Generally Accepted Accounting Principles (GAAP). What makes this method of costing different from other costing methods is that it accounts for fixed manufacturing overhead like rent, amortization, and utility expenses. Fixed manufacturing overhead expenses are difficult to factor (computing the price per unit) in this method. 
Both variable and throughput costing methods are not GAAP. The variables costing technique product and non-product costs are divided into fixed costs and variable costs. This approach treats all fixed costs as period costs and variable costs as inventory costs. 
Throughput costing is an approach that considers all costs as period expenses except costs for direct materials. This technique is also referred to as super-variance costing. Direct material costs are treated as inventory costs and manufacturing costs as period costs. 
·  Determine when each would be used.
The different costing methods are used on different occasions. Absorption costing is used when the costs associated with the manufacture of a particular commodity ought to be captured. This is a managerial accounting function that accounts for direct and indirect costs like direct materials cost, direct labor, insurance, rent, etc. Whenever preparing financial accounts, the absorption costing method is always used. Absorption costing is used in internal reporting to save costs. 
Variable costing is mostly used when managers are trying to determine which products to offer and which to discontinue. In other words, the method is used to evaluate performance and for decision-making in internal reporting. This method helps a manager determine the overall costs of maintaining a unit of production rather than discontinuing using very small profits. Additionally, when the managers want to make a contribution margin income statement that gives an effective cost-volume-profit (CVP) analysis, variable costing provides the necessary information. 
The last method, throughput costing is used when establishing the maximum profit in the event of constraints in management accounting. In internal reporting, throughput costing is depended on for making short-term capacity decisions. 
· Provide an explanation and example of all three. 
XYZ manufactured and sold a single product in 2016 and its costs were as follows: 
a) Variable cost per unit –
· Direct materials cost = $ 30
· Direct labor = $ 25
· [bookmark: _GoBack]Variable manufacturing overhead cost = $ 15
· Variable selling and administrative cost = $ 10
b) Fixed costs 
· Manufacturing overhead = $ 325,000
· Selling & administrative = $ 205,000
65,000 units were produced, 55,000 units were sold at $100/unit. 
Product cost using absorption costing: 
	Direct materials + direct labor + Variable overhead + Fixed manufacturing overhead
	= $ (30 + 25 + 15 + (325,000) / 65,000)
	= $75 units

______________________________________________________________________________

Assignment 2: IP Develop a company and determine what it will produce and sell. The requirement for this company is that it be a high-end, special-order type of manufactured product. Complete the following in a Word document of 1,000 words:
· Develop a list of inputs along with their associated costs, such as labor, materials, and overhead. You can research this information, make it up, or do a combination of both. Be specific as to costs. 
Costing techniques of the ABC Company
The company at hand, ABC deals with the development, manufacture, and sale of high-end digital cameras, a product that has a high demand when compared to other cameras in the market. Developed by an entrepreneur from the United States, the company product has an essential role in the film industry. 
The basic inputs or the raw materials that are needed for the production of these cameras are essential contact image sensors and 3D scanners. The company has a staff of 15 workmen who are trained to assist in the manufacture and development of the commodity. The company costs are as follows: the general cost of raw materials which is taken to be $12 per unit, cost of labor which is $15 percent per unit, and overhead cost which is $8 per unit. This makes the total cost of a unit of the company product to be $35. In this case, absorption costing has been used. 
	High-end Camera Unit Production Cost

	Absorption costing Method 

	Direct materials 
	$12

	Direct Labor 
	$15

	variable Manufacturing Overhead
	$8

	
	

	Total Variable Production Cost 
	$35

	Fixed Manufacturing Overhead
	$15

	
	

	Unit Cost of Production
	$50


The total manufacturing cost of one unit is $50 and the desired or projected profit from a unit is estimated at $250 with an estimated selling price of $300 per camera. This is a 500 percent markup from wholesale price to retail price, i.e. ($50 * 500% = $250 + $50 = $250). 
	Selling Price for a Unit 

	Total Cost / unit 
	$50 

	Profit per unit 
	$250 

	Selling Price for a Unit 
	$300 


A high-end camera manufactured by this company, therefore, sells at $300, a price that is market or industry relative. From the aforementioned cost details, the total cost that is required to manufacture a single camera is $50. The company’s profit targets are $250 for every single piece of camera. Most companies that manufacture high-end cameras like this company herein set their product prices within a range of $295 and $350. The price of $300 is market relative and it is consistent with the demand in the market and so it is competitive enough. The price mechanism of this company’s product is a good one and it complements the trend of the market and the competitiveness as well as the cost of producing the commodity. The goal of every company is to make worthwhile profits from its operations and so this price is good enough for this company as the profit margin is a good one. 
ABC company projects making a sales revenue of $15,000 every month. To meet this sales revenue, the company needs to sell 50 cameras every month. The following table shows how the selling price is calculated. 
	Sales Price 
	$15,000 

	Cost of materials 
	$750 

	Labor Costs 
	$1,050 

	Manufacturing Overhead
	$700 

	
	

	Total cost of production
	$2,500 


Labor costs for the company’s workmen (15 of them) to produce the targeted 50 units ($15,000/$300) of the cameras are $1,050. The total costs of production of 50 units of the commodity are $2,500. From the calculations above, there is a clear basis for designing a selling price considering the individual costs of production and the other basic requirements. 
Costing Systems
The costing system that is suited ABC Company is the job-order costing system. This system of cost accounting collects up the costs of each job as described by Harrison et al., (2014). The specifications of the cameras that the company produces are high-end and are customized specifically to customer needs, this means that each job-order is unique. It gives the clients or customers the flexibility to order what works for them and this is why there are simple job-orders and complex ones as well. Direct, indirect, variable, and fixed costs – manufacturing costs will be discerned to each unit of production (Bright et al., 1992). Absorption costing distinguishes product costs and period costs in external reporting and this means that the company saves money. Absorption costing is a generally accepted accounting principle compliant. Balakrishnan, Sivaramakrishnan, & Sprinkle (2008) indicates that absorption costing results in higher operating incomes, higher product cost per unit, and higher ending inventory. 
Other costing systems like process costing, variable costing, activity-based costing, and throughput costing was not a good fit for ABC Company. Looking at the throughput costing, for instance, a method where direct costs of a unit are assigned to the product, it assigns only direct materials to a product and this lowers the cost of inventory and this means lesser profits at the end (Gosselin, 2006). Variable manufacturing overhead cost is factored in the income statement with indirect variable manufacturing costs and these are not included in the unit product cost. Direct labor is expensed in the current accounting period and so is the variable manufacturing. Besides throughput is used for internal reporting only and it is not a generally accepted accounting principle (Bright et al., 1992). 
Process costing assigns costs continuously-mass produced units that are produced through one or more processes. It is a costing method that is ideal for automobile companies and/or other products that use assembly line production process (Bright et al., 1992). Since ABC doesn’t use an assembly line or doesn’t produce identical products, process costing isn’t a suitable costing method. 
Variable costing separates variables costs and fixed costs. This method takes variable manufacturing overhead and variable manufacturing costs as the only costs of a unit of a product. Fixed costs are regarded as period costs and expensed in the current accounting period. The income statement includes all fixed costs for the purposes of internal reporting (Bright et al., 1992). The method is non-GAAP compliant and this means it can’t be used for external reporting. This method and the fore could still be used but not as “stand-alone” costing methods. 
Ethical considerations
            Absorption costing is a mechanism that is subject to manipulation as managers and accountant is prone to customizing production and sale levels that are void to make the company look more profitable. This is an ethical concern despite the fact that the practice is not illegal, industrially. There are also issues of conflict of interest where accountant could tend to upfront their interests at the expense of those of the company and unfair contact bidding where costs are manipulated to make investors or other stakeholders misrepresents that financial statements of the company. 
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