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Abstract: The organization of production cost accounting in a joint-stock company is a critical
aspect of ensuring financial transparency and operational efficiency. This study examines the
methods and principles used in cost accounting, focusing on their application in joint-stock
companies. It highlights the importance of accurately identifying, classifying, and recording
production costs to provide reliable data for decision-making, cost control, and performance
evaluation. The paper also discusses the regulatory framework, the role of modern accounting
software, and the challenges faced in adapting cost accounting practices to the unique structure of
joint-stock companies. Recommendations for improving the cost accounting system to enhance
overall corporate governance are provided.
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INTRODUCTION

The organization of production cost accounting plays a fundamental role in the effective financial
management of manufacturing and service enterprises. In today’s highly competitive and complex
economic environment, the ability to accurately track and manage production costs is crucial for
the sustainability and growth of any business. The production and service delivery processes are
not only integral to the operational framework of a company but also represent a significant
portion of the financial resources invested. Therefore, implementing a robust system for
accounting these costs is vital to ensure precise financial reporting and strategic decision-making.

In manufacturing and service industries, production cost accounting serves as a vital tool for
businesses to understand the true cost of producing goods or providing services. This
understanding directly impacts pricing strategies, profitability, and long-term financial planning.
A well-structured system enables enterprises to manage their financial resources efficiently,
minimize waste, and optimize their operational processes.

Given the diversity and complexity of production and service processes, a multi-account system is
employed to capture the various costs incurred. This system helps in categorizing and recording
the expenses in a way that reflects the different stages and aspects of production, ensuring that
every cost element is properly accounted for. The "Chart of Accounts for Financial and Economic
Activities of Business Entities and the Instructions for Its Application" provides the framework
for this system. It outlines specific accounts for recording production costs, such as "Main
Production," "Auxiliary Production," "General Production Costs," and other relevant categories.
These accounts are designed to track the expenses associated with different parts of the
production process, from raw materials to finished goods or services.

The primary objective of production cost accounting is to accurately determine the direct costs
associated with producing a unit of goods, works, or services. These direct costs typically include
raw materials, labor, and overheads that are directly attributable to the production process. B
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calculating these costs, businesses can ascertain the total expenditure involved in producing each
unit of their product or service. This, in turn, allows them to assess the profitability of their
operations, as well as the efficiency of their production processes. Moreover, understanding the
cost per unit of production is crucial for pricing decisions, ensuring that businesses remain
competitive in the market while maintaining healthy profit margins.

Ultimately, production cost accounting serves as the foundation for effective cost management,
financial control, and profitability analysis. It enables enterprises, regardless of their size or
ownership structure, to have a clear picture of their financial expenditures, which is essential for
making informed business decisions and securing long-term success. Through precise accounting
of production costs, businesses can identify cost-saving opportunities, streamline operations, and
make adjustments to improve overall efficiency and competitiveness in the marketplace.

METHODS

Production cost accounting methods vary depending on the technological process, cost calculation
objects, and cost control techniques. These methods help determine the financial performance of a
business.

The primary distinction is between order-based and process-based methods. Order-based
methods assign costs to individual orders or batches, suitable for industries with customized
products. In contrast, process-based methods accumulate costs for entire production processes,
ideal for mass production environments.

Methods can also be classified by cost calculation objects, which may include individual units,
products, or entire production processes. This flexibility allows businesses to select the best
approach for their operations. Additionally, cost control methods such as preliminary control
(standard costing) and ongoing accounting with subsequent control help companies manage
production costs by comparing actual expenses to pre-established standards.

Cost calculations are categorized into planned, standard, actual, and anticipated types. Planned
calculations are based on cost norms and historical data, setting benchmarks for expected costs.
Standard costing involves predetermined cost standards for each unit, while actual calculations
reflect the true costs incurred. Anticipated calculations forecast future production costs, useful for
budgeting and strategic planning.

Overall, production cost accounting methods are tailored to the specific needs of a business,
helping improve cost management and financial decision-making.

ANALYSIS

In production cost accounting, the accounts "Main Production" and "Auxiliary Production" are
fundamental tools for managing and distributing costs effectively. These accounts serve as the
primary instruments for aggregating costs related to different aspects of production. At the
beginning of each month, the accounts are opened to accumulate all production-related costs on
their debit side. This ensures that the costs are tracked in real-time, reflecting all expenditures
incurred during the production process. At the end of the month, the accumulated costs are
distributed across other relevant accounts, which helps in properly assigning costs to specific
areas of production. Any remaining balance on the debit side of these accounts indicates
unfinished production, providing insight into the status of work in progress. This method not only
helps in the efficient tracking of costs but also ensures that financial reports reflect an accurate
picture of production activities and the resources used.
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At Sarbon-Neftegaz Joint-Stock Company, managing production costs requires particular
attention to fuel consumption and tire depreciation, which form a substantial part of service costs.
Given the significant impact of these resources on overall production expenses, it is crucial for the
company to implement strict control measures over their use. This ensures that costs are
minimized and production efficiency is maximized. In compliance with International Financial
Reporting Standard (IFRS) No. 21, the company adheres to specific accounting practices that
require the recording of spent components and spare parts under distinct accounts. For example,
fuel costs are recorded under accounts dedicated to raw materials, while tire depreciation is
carefully monitored through the use of separate accounts. This enables the company to track
inventory, monitor resource usage, and ensure that all expenses are accurately accounted for. By
doing so, Sarbon-Neftegaz can maintain transparency in its financial reporting, comply with
international standards, and ensure effective cost management across its operations.

Furthermore, the proper management of these accounts is essential for making informed financial
decisions. Accurate allocation of costs ensures that the company can assess its production
processes more effectively, identifying areas for cost reduction and improvement. The detailed
tracking of inventory and the systematic approach to accounting not only facilitate compliance
with regulatory standards but also help in making strategic decisions regarding resource allocation,
pricing, and overall operational efficiency. Through these practices, Sarbon-Neftegaz ensures that
its financial records remain precise and that it can maintain a competitive edge in the market.

RESULTS

The study reveals several important findings that emphasize the significance of precise accounting
practices in production cost management:

1. Comprehensive Tracking of Production Costs: The use of specific accounts, such as "Main
Production" and "Auxiliary Production," allows for a detailed and organized tracking of
production costs. This method ensures that all expenses related to different production stages are
accurately captured, providing a clear picture of financial performance.

2. Improved Financial Management and Decision-Making: Proper classification of costs
plays a crucial role in enhancing financial management. By accurately categorizing costs,
businesses can make informed decisions regarding budgeting, resource allocation, and overall
financial strategy. This, in turn, contributes to more efficient operations and better financial
outcomes.

3. Critical Role of Accurate Accounting for Components: The study highlights the
importance of precisely accounting for components like tires and spare parts. These items
represent significant portions of production costs, and their proper tracking ensures not only
effective cost control but also compliance with international accounting standards. Accurate
records of spare parts and consumables are essential for both internal cost management and
external financial reporting.

4. Challenges with Dual-Source Origin of Vehicle Tires: The dual-source origin of vehicle
tires—whether from new vehicles or purchased separately—requires distinct accounting methods.
This complexity can lead to potential challenges in tracking and managing costs. To address this,
the introduction of additional accounts or tailored accounting practices may be necessary to
ensure accurate recording and reporting of tire-related expenses, which could ultimately improve
financial transparency and operational efficiency.
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These findings underscore the importance of adopting appropriate accounting methods to ensure
that production costs are managed effectively, with a focus on compliance, accuracy, and the
efficient use of resources.

DISCUSSION

Effective production cost accounting is a cornerstone of financial transparency and operational
efficiency. The dual role of accounts, functioning both as aggregating and distributing
mechanisms, emphasizes the critical importance of structured cost allocation methods in ensuring
that production expenses are accurately captured and reported. The current accounting system,
while robust, presents certain challenges that must be addressed to maintain its effectiveness and
accuracy.

One of the key challenges identified is the dual-source origin of vehicle tires, which necessitates
distinct accounting treatments depending on whether the tires are part of new vehicles or
purchased separately as spare parts. This complexity can create discrepancies in tracking and
reporting costs, potentially leading to inefficiencies in financial management. Addressing this
issue requires a more nuanced approach, possibly through the creation of additional accounts or
the development of specialized accounting practices tailored to handle such dual-source
components.

Furthermore, the increasing complexity of modern production processes, coupled with the
growing need for regulatory compliance, calls for the adoption of advanced accounting methods
and technologies. The integration of sophisticated accounting software could streamline the
tracking and allocation of production costs, automating many of the manual processes currently in
place. Such advancements would not only improve the accuracy and efficiency of cost accounting
but also help ensure that companies remain compliant with evolving financial reporting standards
and regulations.

In conclusion, while the existing system provides a solid foundation for production cost
accounting, there is a clear need for continuous improvement. The adoption of innovative
accounting methods and technologies can significantly enhance both operational efficiency and
regulatory compliance, ultimately contributing to better financial management and decision-
making in manufacturing and service industries.

CONCLUSION

The organization of production cost accounting is a cornerstone of financial management in
manufacturing and service enterprises. By leveraging a multi-account system and adhering to
international standards, companies can achieve accurate cost tracking, improve decision-making,
and ensure compliance with financial regulations. Addressing challenges such as dual-source cost
accounting and integrating modern technologies will further enhance the efficiency and reliability
of cost accounting practices.
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