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Introduction
Welcome to the Teacher’s Delivery Guide for Pearson LCCI Level 3 Certificate in Cost
& Management Accounting (ASE20098). We are delighted that you are interested in
teaching this qualification, and have provided this free resource – written by teachers
– to support your delivery of the specification. It was created to support both new and
existing LCCI teachers and is based on the content of the latest specifications.
LCCI qualifications (set up originally by the London Chamber of Commerce and
Industry) have an established reputation dating back to 1887, when the first exams
were set in Bombay (now Mumbai). In 2011 this qualification suite became part of the
Pearson portfolio, which also includes academic qualifications (e.g. GCSE and GCE
Level) and vocational qualifications (e.g. BTEC). Now, these qualifications are offered
in over 90 countries and over 250,000 LCCI exams are taken annually by learners all
over the globe.
Some of the key features and benefits of the new finance and quantitative qualifications include:
●

Comprehensive support – Each qualification in the new suite is supported by a free
Teacher’s Delivery Guide; marketing materials to help you recruit learners; and past
papers with mark schemes as well as full examiner reports following each exam.

●

Professional body recognition – We have received a number of exemptions from
Professional Bodies such as ACCA, CIMA and ICAEW. For more information, please
visit the Progression area within the Pearson website (qualifications.pearson.com/
lcci).

●

Higher body recognition – UCAS points are due to be confirmed on the new LCCI
Level 3 titles in 2016, so look on the website for details.

●

Employer recognition – LCCI qualifications have a long history of being sought
after by local employers, particularly in some countries where the brand is regarded
as the market-leading finance qualification.

●

100% external assessment – All the exams are set and marked by Pearson, which
gives the qualification credibility amongst external stakeholders (like employers,
Higher Education) and means you can be confident of the standards of the qualification. These qualifications will also follow the same awarding process as general
(academic) qualifications, and grade boundaries will be set for each exam and
published after the exam has been set, to ensure that standards remain consistent
over time.

●

Mapped to International Accounting Standards (IAS) – This will ensure learners
understand the accounting practices that countries are increasingly adopting.

●

Clear specification and exam format – The specification is laid out in a more
concise format, and the mark scheme clearly outlines how mark allocation works
and is consistent between the levels and qualifications.

v
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●●

Assessment objectives – These detail all the different ways that content may be assessed
in the exam. For example, listing ‘depreciation’ under assessment objective 1 (memorise) may require learners to recall or state methods of depreciation, whilst for assessment objective 2 (perform procedures) learners may be required to demonstrate using
methods of depreciation, and so on.

It is essential that you familiarise yourself with the full requirements of the specification
through close reading of the document. This guide is purely for support purposes and is
not designed to be a substitute for the specification itself.
Below is an overview of the different features to be included in the delivery guide
including:
●●

What’s new – provides a useful summary of key changes between the old and the new
specification, as well as highlighting the key aspects of the new course.

●●

Delivery guidance – provides suggestions on how to plan and teach the new LCCI suite
of qualifications.

●●

Scheme of work – contains a table illustrating how to deliver the qualifications within
the Guided Learning Hours (GLH) with ideas for possible activities and resources to use
with learners.

●●

Preparing learners for external assessment – guidance on how to help prepare
learners for the external assessment in the new LCCI qualifications.

●●

Command words – a list of the key command words and their definitions used in the
sample assessment material.

●●

Practice exercises – questions for you to use with learners to develop their skills, which
are additional to the questions provided in the student textbook.

●●

Further reading and resource suggestions – suggestions of further printed and online
resources that you may find beneficial when delivering the new LCCI qualification.

●●

IAS glossary – detailing the key IAS terminology used in the new suite.

We hope you find this guide of use when teaching.
We encourage you to check the Pearson website (qualifications.pearson.com/lcci)
and search for this qualification to download a range of free learner resources and further
support for your delivery of this qualification.

vi
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Chapter

1

What’s new

This qualification builds on the revised Pearson LCCI Level 2 Certificate in Cost Accounting
qualification, to give students a more detailed insight into the Cost and Management
Accounting principles and techniques. The qualification has a practical focus with students
applying knowledge to various scenario based situations. The inclusion of more detailed
Management Accounting techniques allows students to gain a greater breadth and depth of
knowledge in this area.

Qualification aim
This qualification is for students who work in, or want to work in, accounting environments
where they will be required to use management accounting techniques which contribute to
eﬀective decision making and control.
It provides students with the skills, knowledge and understanding of cost and management
accounting which reﬂects the key skills required in business.
This new qualification is an amalgamation of the old LCCI Level 3 Certificate in Cost
Accounting and the old LCCI Level 3 Certificate in Management Accounting, with one or
two new syllabus areas.
The following is an overview of the content of the new qualification, with some indication
of where it originated:
1

Inventory management – adapted from the Cost Accounting syllabus.
Some minor amendments, such as the deletion of just in time.

2

Short-term decision making – taken from both the Cost Accounting and Management
Accounting schemes. Linear programming techniques and sub-contracting alternatives
have been deleted.

3

Accounting for overheads – some aspects taken from the Level 2 Cost Accounting
syllabus. Activity based costing incorporated.

4

Budgetary planning and control – taken from both the old schemes.
No profit and loss, or balance sheet budgets.

5

Working capital management – taken from the Management Accounting syllabus,
with one or two deletions.

1

M01_LCCI6809_01_CUS_C01.indd 1

27/04/2016 09:51

Pearson LCCI Level 3 Certificate in Cost & Management Accounting (ASE20098): Teacher’s Delivery Guide

6

Standard costing and variances – taken from both the Cost Accounting and
Management Accounting schemes. Sales variances have been deleted, as have planning
and operational variances. Excludes mix and yield variances.

7

Costing methods – process costing taken from the old Level 2 and Level 3 Cost
Accounting schemes.

8

Long-term decision making – taken from the Management Accounting scheme. ARR
and basic payback have been moved to the new Level 2 scheme.

9

Management Information Systems – an entirely new syllabus area.

10 Accounting Systems – taken from the Level 3 Cost Accounting syllabus.
Note: Topic area 8: Performance evaluation and transfer pricing (Management Accounting)
has been entirely deleted.
Please note that comprehensive mapping documents outlining all the changes to the old
schemes have been produced, and are available separately from this introduction.
The new qualification uses the IAS (International Accounting standards) terminology.
Detailed guidance is provided in Appendix 1 of the new specification document. Centres
and students should familiarise themselves with this new terminology.

Overview of assessment
●●

One written externally set and marked paper, contributing 100% of the overall grade of
the qualification

●●

The examination will be 3 hours

●●

The examination will consist of 100 marks

●●

Students will be graded Pass/Merit/Distinction. A result of Fail will be recorded where
students do not achieve the required marks for a Pass

●●

Students should answer all questions

●●

Questions comprise short written answer and calculations

Note: Not all the subject content will be assessed at one sitting, but will be tested over time.

Assessment objectives
Assessment objectives have been developed for this qualification. This ensures that examinations are appropriately targeted and consistent, and that learners are challenged.
These assessment objectives (AO) describe the abilities that students should be able to
demonstrate. Each question targets one or more assessment objectives.
They are applied to the examination in the proportions below:

2
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Chapter 1 What’s new
% of
qualification

Students must:
AO1

Memorise
Recall the facts of cost accounting in business
Recall costing terms and definitions
Recall costing methods and procedures

6–10

AO2

Perform
Record business cost transactions
Use costing and management techniques
Carry out computations
Prepare financial and costing statements

66–70

AO3

Communicate understanding
Describe and explain different costing and management techniques
Present and display cost and management data

8–2

AO4

Analyse
Compare and analyse costing and management information
Interpret cost and management data and information
Recognise patterns and correlations
Predict consequences

6–10

AO5

Evaluate
Weigh up evidence in order to build a reasoned decision
Draw conclusions

4–8

Total

100%

3

M01_LCCI6809_01_CUS_C01.indd 3

27/04/2016 09:51

M01_LCCI6809_01_CUS_C01.indd 4

27/04/2016 09:51

Chapter

2

Delivery guidance

This new suite of LCCI ﬁnance and accounting qualiﬁcations aims to prepare learners for
the accounting profession. Qualiﬁcations range from Level 1 to Level 4 covering aspects of
manual and computerised bookkeeping, accounts and statistics. Levels 1–3 are aimed at
learners aged 16+. Level 4 is aimed at learners who are 18+ and already in the workplace.
As these are vocational qualiﬁcations, it is imperative that you use a variety of delivery
methods to engage learners and ensure they develop the appropriate knowledge, understanding and skills, which will help them to be successful in their future careers.

Planning:
●

Prior to recruiting learners onto the course, it is important to establish what qualification level they are already working at and that they have the sufficient motivation and
interest in accounting to enable them to be successful. Their previous academic history
and prior qualifications will help you to determine this.

●

The minimum age of learners in the specification should be used as a guide for recruitment, rather than as a compulsory requirement.

●

It is essential that you read the whole specification to familiarise yourself with its
requirements.

●

If you are already experienced in delivering LCCI finance and quantitative qualifications, it is worth familiarising yourself with the differences between the old and new
specification, which is also summarised in the ‘What’s new’ section of the delivery
guide.

●

It is important to plan sufficient time to deliver the whole course. The Guided Learning
Hours (GLH) for each qualification provides an indication of how long is needed to
deliver the course in its entirety. The example Scheme of Work provides you with a
suggestion of how to plan the time over the course.

Delivery:
●

Visit the website qualifications.pearson.com/lcci and search for this qualification to find
supporting resources to use with your learners.

●

Use International Accounting Standards (IAS) terminology with learners from the
outset of the course. A glossary is included in the qualification specification, in this
guide and on the qualification website that you can give to learners.

5
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●●

Recap the previous session at the start of each lesson. This will provide an opportunity to
monitor learner progress and encourage questions.

●●

Develop each new topic from simple to complex incorporating realistic examples.

●●

In order to engage learners you should incorporate a variety of delivery methods which
allow for different learning styles. For example, pair and group work. It is recommended
that you have a maximum group size of three as learners do not get enough chance to
speak in large groups.

●●

Change the pace of the lesson by breaking things up a bit, i.e. different activities, timed
tasks and different materials.

●●

Let the students make mistakes. They need to. We all learn best through making mistakes.

●●

It’s a good idea to let learners check their answers with each other before feeding back
to you.

●●

Use practice exercises to develop learners’ skills. These could be class based or set as a
homework assignment.

●●

You should encourage learners to complete additional tasks – for example, exercises from
suitable textbooks, real-life scenarios from business and financial pages in newspapers or
from websites to help contextualise the content for learners.

●●

At the end of each topic you can incorporate, into your teaching, a mini test to help
consolidate learning.

It is important that you ensure learners’ understanding over time and encourage learners
to develop good study skills from the beginning of the course. It will make it easier when it
comes to revision.

6
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Chapter

3

Scheme of work

Level 3 Certificate in Cost and Management Accounting
This scheme of work is intended to be an example and not prescriptive. It is provided to
help you make the most of your planning time. You can adjust the session order to suit your
circumstances and customise it by adding your own activities/lesson ideas to the ‘Activities’
column. There are opportunities to add subject matter individual to your students.
Guided learning hours: 150
lessons: 3 hours

Lesson

Unit content
Unit introduction

Number of lessons: 50 three hour sessions

Activities

●

What is Cost and
Management
Accounting?

Teacher presentation (approx. 30 minutes)
to introduce the course: overview of how the
Level 3 qualification builds upon the knowledge
and understanding covered in the Level 2
qualification; outline the nature of the key topics
and assessment verbs; outline the method of
assessment in this course

●

Ice breaker: to introduce the students

●

Group discussion: to assess any prior experience/
learning/knowledge

●

Teacher presentation: an introduction to Cost
and Management Accounting and the relationship
between cost accounting, management accounting
and financial accounting with reference to business
strategy

●

Student activity: initial assessment test. Peer
review

●

Teacher led discussion: to review lesson and
ensure understanding

1

Duration of

Suggested
resource
checklist
Specification
Lesson
notes and
exercises
Interactive
whiteboard
Ice breaker
activities
Initial
assessment

7
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Lesson

Unit content

Activities

Suggested
resource
checklist

1.1 Materials and Inventory control

2

The benefits of inventory
management 1.1a

●●

The costs of holding
inventory 1.1d

●●

How 1.1b and 1.1c
are linked to Process
costing

●●

●●

●●

3

Accounting for
materials (1.1e)

●●

Calculation of material
requirements

●●

Purpose of various
documents
Reasons for
discrepancies
Calculation of the
re-order level, minimum
and maximum inventory
level

4

●●

●●

●●

Accounting for
materials

●●

Calculation of the
Economic Order
Quantity (EOQ) 1.1f

●●

Inventory ordering and
holding costs 1.1g

●●

Using quantity discounts
1.1h

●●

●●

Teacher presentation: (approx. 30 minutes) to
introduce 1.1 outline
Teacher demonstration to introduce 1.1: walkthrough exercises in inventory holding costs
Student activity: working individually or in pairs
calculate inventory holding costs
Teacher activity: ensure students tasks are correct
and provide support
Teacher led discussion: to review lesson and
ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: the purpose of inventory
management; summary of documents used.
Exercises on how to calculate reorder level,
minimum and maximum inventory levels
Student activity: working individually or in pairs
calculate reorder level, minimum and maximum
inventory levels
Teacher activity: ensure students tasks are correct
and provide support
Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: inventory as a business
cost and the role of EOQ in minimising inventory
costs; exercises on how to calculate EOQ
Student activity: working individually or in pairs
tasks calculate EOQ
Teacher activity: ensure students tasks are correct
and provide support
Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: review, reinforcement
and further development of cost classification.
Calculation of the prime costs, production cost and
total cost. Example activities
Student activity: working individually or in pairs.
Cost classification exercises
Teacher activity: ensure student tasks are correct
and provide support
Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Lesson
notes and
exercises
Task sheets
Answers to
tasks
Textbook

Lesson
notes and
exercises
Task sheets
Answers to
tasks
Textbook

Lesson
notes and
exercises
Task sheets
Answers to
tasks
Textbook

2.1 Short-term cost behaviour

5

Introduction (revision of
Level 2 topics)

●●

Classification of costs –
element, nature, function
and behaviour

●●

Direct/indirect costs and
the prime cost

●●

The key terms used in
decision making 2.1d

●●

●●

Lesson
notes and
exercises
Task sheets
Answers to
tasks
Textbook

8
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Chapter 3 Scheme of work

Lesson

6

Unit content

Suggested
resource
checklist

Classification of costs by
behaviour

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

Fixed costs. Variable
costs. Semi variable
costs. Stepped fixed
costs

●●

Teacher presentation: introduction to topic
determining costs by behaviour

●●

Student activity: working individually or in pairs on
tutor led exercise

Lesson
notes and
activities

●●

Teacher activity: ensure student tasks are correct
and provide support

Answers to
tasks

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Textbook

The use of the high/low
method 2.1a

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

The forecast of costs
using the high/low
method 2.1c

●●

Teacher presentation: introduction to topic – use
of the high/low method

●●

Student activity: working individually or in pairs on
tutor led exercise

Lesson
notes and
activities

●●

Teacher activity: ensure student tasks are correct
and provide support

Answers to
tasks

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Textbook

Cost-volume-profit (CVP)
analysis

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

The calculation of the
contribution to sales
(C/S) ratio 2.2a

●●

Teacher presentation: introduction to topic: the
contribution of CVP analysis in the development
of business strategy – calculating contribution and
its use in CVP analysis. Calculating the C/S ratio.
Calculating the break even point and margin of
safety. Calculation of the target profit

Lesson
notes and
activities

The calculation of costs
per period or unit 2.1b
Explain the effects of
time on cost behaviour
2.1h

7

Activities

Link with the flexible
budgets later on in the
course

Task sheets

Task sheets

2.2 Break even analysis

8

Calculating the break
even point 2.2b and the
margin of safety 2.2c
The calculation of the
sales revenue and
required sales for a
target profit 2.2c

●●

Student activity: working individually or in pairs on
tutor led exercise

●●

Teacher activity: ensure student tasks are correct
and provide support

The application and
assumptions of CVP
analysis 2.2d

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Task sheets
Answers to
tasks
Textbook

9

M03_LCCI6809_01_CUS_C03.indd 9

27/04/2016 09:52

Pearson LCCI Level 3 Certificate in Cost & Management Accounting (ASE20098): Teacher’s Delivery Guide

Lesson

9

Unit content

11

Suggested
resource
checklist

Cost-volume-profit (CVP)
analysis

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

Construction of charts
2.2e

●●

Teacher presentation: construction of charts:
walk-through exercise to show the preparation of
a break-even chart to identify the BEP and margin
of safety

Lesson
notes and
activities

●●

Student activity: practice tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct
and provide ongoing support

Answers to
tasks

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher presentation: introduction to topic – the
characteristics and influence of limiting factors on
business decision-making. Calculating contribution
per unit of limiting factor and the product mix to
maximise profits

Lesson
notes and
activities

Determining the break
even point and margin of
safety from a chart 2.2f

The limiting factors
within an organisation
2.1e

10

Activities

The calculation of
contribution per
unit, based on a
limiting factor and the
recommendation of a
product mix to maximise
profits 2.1f

●●

Student activity: working individually or in pairs on
tutor led exercise

●●

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

The limiting factors within
an organisation 2.1e

●●

Teacher presentation: (approx.10 minutes) to
review previous session

The calculation of
contribution per unit,
based on a limiting factor
and the recommendation
of a product mix to
maximise profits 2.1f

●●

Teacher presentation: calculating contribution
per unit of limiting factor and the product mix to
maximise profits

Task sheets

Textbook

Task sheets
Answers to
tasks
Textbook

Lesson
notes and
activities
Task sheets
Answers to
tasks

●●

Student activity: practice tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct
and provide ongoing support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

REVIEW WEEK

●●

Check learning of
first three topic areas
(syllabus content)

Teacher presentation: (approx.30 minutes) to
review previous sessions

Interactive
whiteboard

●●

Student activity: working individually or in pairs.
Further tasks relating to first five topic areas.

Task sheets

●●

Teacher activity: ensure student tasks are correct
and provide support. Check each individual
student’s learning and understanding. Set
individual targets

The calculation of net
profit using the optimum
product mix 2.1g

12

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Textbook
Past exam
papers

Answers to
tasks
Textbook
Past exam
papers

10
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Chapter 3 Scheme of work

Lesson

Unit content

Activities

Suggested
resource
checklist

3.1 Overhead absorption
Purpose of
overhead allocation,
apportionment and
absorption

●●

Teacher presentation: (approx.10 minutes)
review key learning points from Sections 1 and 2 of
the Specification

●●

Teacher demonstration: demonstrate the purpose
of overhead allocation, overhead apportionment
and the calculation of overhead absorption rates.
Example activities

The allocation of
production overheads to
cost centres 3.1a
13

The apportionment of
production overheads to
cost centres 3.1b
The re-apportionment of
overheads 3.1c

Factors influencing the
choice of absorption
method 3.1f
14

The calculation and use
of absorption rates 3.1g
and 3.1h
The calculation and
application of an under
or over absorbed
production overhead 3.1i
Purpose of
overhead allocation,
apportionment and
absorption

15

Lesson
notes and
exercises
Task sheets
and answers

●●

Student activity: working individually or in pairs.
Tasks on calculating overhead absorption rates

●●

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher demonstration: the calculation and use
of overhead absorption rates. Example activities

●●

Student activity: working individually or in pairs.
Tasks on calculating overhead absorption rates

Lesson
notes and
exercises

●●

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Student activity: working individually or in pairs.
Further tasks on calculating overhead absorption
rates, overhead absorbed and any over/under
absorption

Task sheets

The reasons for
using pre-determined
absorption rates 3.1d
The calculation of
overhead absorption
rates 3.1e

Interactive
whiteboard

Calculation and use of
overhead absorption
rates

●●

All of topic area 3.1
covered

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Textbook

Task sheets
and answers
Textbook

Answers to
tasks
Past exam
papers

11
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Lesson

Unit content

Activities

Suggested
resource
checklist

3.2 Activity based costing
Describe the principles
of activity based costing
(ABC) and contrast
ABC with traditional
techniques 3.2a
16

The calculation of cost
driver rates and unit
production costs based
on ABC principles 3.2b
Introduction

Describe the principles
of activity based costing
(ABC) and contrast
ABC with traditional
techniques 3.2a

17

The calculation of cost
driver rates and unit
production costs based
on ABC principles 3.2b

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher presentation: the drawbacks of
traditional costing techniques; the principles of
ABC costing; the notion of cost drivers; walkthrough exercise of how to calculate costs using
cost drivers (ABC)

Lesson
notes and
activities

●●

Student activity: practical tasks working
individually or in pairs

Textbook

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

●●

Teacher led discussion: (10 minutes) review
lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher presentation: Recap on first session.
Compare ABC costing with traditional (absorption)
costing. Review the advantages of using ABC in
relation to business decision-making

Lesson
notes and
activities

Calculate cost driver rates and unit production
costs

Task sheets
and answers

Task sheets
and answers
Textbook

●●

Student activity: practical tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Marginal costing as a
technique:

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

The definition of the
terms marginal costing
and absorption costing
2.3a

●●

Teacher presentation: preparing a profit
statement in a marginal costing and absorption
costing format

Lesson
notes and
activities

●●

Student activity: practice tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct,
provide ongoing support

Task sheets
and answers
to tasks

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Consolidation

Past exam
questions

2.3 Marginal and absorption costing

18

The preparation of profit
statements applying
both absorption and
marginal costing 2.3b
Reconciliation of profits
2.3c

Textbook

12
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Chapter 3 Scheme of work

Lesson

Unit content

Activities

Suggested
resource
checklist

●●

Teacher presentation: (approx.10 minutes) to
review previous session

●●

Student activity: workshop/ working individually
on revision tasks on work covered

●●

Teacher activity: ensure student tasks are correct
and provide ongoing support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

The purpose of
preparing budgets 4.1a

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

The benefits of
budgetary planning and
control 4.1b

●●

Teacher presentation: introduction to budgets as
a planning tool; budget preparation, monitoring
and forecasting

Lesson
notes and
activities

The meaning and
importance of the
principal budget factor
4.1c

●●

Student activity: working individually or in pairs on
tutor led exercise

Task sheets

●●

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

The preparation of
non-cash budgets 4.1d

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

Revenue, production,
material usage, material
purchases and direct
labour budgets

●●

Teacher presentation: introduction to topic –
preparing non-cash budgets

●●

Student activity: working individually or in pairs on
tutor led exercise

Lesson
notes and
activities

●●

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

●●

Student activity: practice tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct
and provide ongoing support

●●

Teacher discussion: (approx.10 minutes) to
review lesson and ensure understanding

Workshop activity on
topic area 3.2 – marginal
costing
19

Task sheets
Answers to
tasks
Past exam
papers

4.1 Preparation of budgets

20

To discuss factors
influencing the choice of
budget period 4.1h

21

Student based session
on budget preparation
4.1d
22

Revenue, production,
material usage, material
purchases and direct
labour budgets

Answers to
tasks
Textbook

Task sheets
Answers to
tasks

Task sheets
Answers to
tasks
Past exam
papers

13
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Lesson

Unit content

Activities

Suggested
resource
checklist

5.1 Managing cash flow
●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher presentation: the importance of liquidity
and cash flow and the need for working capital.
Preparing simple cash budgets. Ways to deal with
a cash surplus or deficit

Lesson
notes and
activities

●●

Student activity: practice tasks working
individually or in pairs

Answers to
tasks

●●

Teacher activity: ensure student tasks are correct
and provide support

Textbook

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Student activity: workshop/working individually on
preparing cash flow budgets

Task sheets

●●

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher activity: working capital management.
Prepare a working capital budget. Calculate the
working capital ratio or cycle

Lesson
notes and
activities

●●

Student activity: work on exercises

Task sheets

●●

Teacher activity: ensure student tasks are correct
and provide support

Answers to
tasks

●●

Teacher discussion: (approx.10 mins) to review
lesson and ensure understanding

Student based activity
on:

●●

Teacher presentation: (approx.10 minutes) to
review previous session

The preparation of
working capital budgets
5.1d

●●

Student activity: practice tasks on working capital
management. Preparing a working capital budget.
Calculating the working capital ratio or cycle

The calculation and
management of the
working capital ratio/
cycle 5.1e and f

●●

Teacher activity: ensure student tasks are correct
and provide support

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

The reasons why
liquidity and cash
flow management are
important 5.1a

23

The preparation of
a detailed cash flow
budget 5.1b
The implications of, and
ways to deal with, a
cash surplus/deficit 5.1c

Student activities based
on preparing cash flow
budgets
24

The preparation of
working capital budgets
5.1d

25

26

The calculation and
management of the
working capital ratio/
cycle 5.1e and f

Task sheets

Answers to
tasks
Textbook

Task sheets
Answers to
tasks
Textbook
Past exam
papers

14
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Chapter 3 Scheme of work

Lesson

Unit content

Activities

Suggested
resource
checklist

7.1 Process costing

27

28

The purpose of process
costing 7.1a

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

The preparation of
process accounts and
profit statements where
normal or abnormal
losses/gains occur along
with their associated
scrap values or disposal
costs 7.1b

●●

Teacher presentation: the application of process
costing in business with examples of losses
and gains. Walk-through example to show the
treatment for losses and gains including scrap
values and disposals

Lesson
notes and
activities

●●

Student activity: practical tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher presentation: valuing production and
WIP. Preparing process accounts. Explain joint and
by-products for the next session

Lesson
notes and
activities

●●

Student activity: practical tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

Task sheets
and answers

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

The calculation of the
value of by-products 7.1d

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

The calculation of joint
products, apportioning
joint costs on the basis
of physical units, weight,
sales value and net sales
value 7.1g

●●

Teacher presentation: calculating joint and
by-products. Apportioning costs. Interpreting results

●●

Student activity: practical tasks working
individually or in pairs

Lesson
notes and
activities

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

REVIEW WEEK

●●

Check learning of topic
areas:

Teacher presentation: (approx.30 minutes) to
review previous sessions

Interactive
whiteboard

●●

Student activity: working individually or in pairs.
Further tasks relating to designated topic areas

Task sheets

●●

Teacher activity: ensure student tasks are correct
and provide support. Check each individual
student’s learning and understanding. Set
individual targets

Textbook

The value of completed
production and workin-progress using
equivalent units, and
using a FIFI or AVCO
approach 7.1f
The preparation of
process accounts 7.1b
and abnormal loss and
gain accounts 7.1e
The meaning of joint and
by-products 7.1c

29

To interpret the results of
joint product accounting
7.1h

30

Task sheets
and answers

3.1, 3.2, 2.3, 4.1, 5.1
and 7.1
(see specific syllabus
content)

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Textbook

Task sheets
and answers
Textbook

Answers to
tasks
Past exam
papers

15
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Lesson

Unit content

Activities

Suggested
resource
checklist

6.1 Calculating variances

31

The meaning of the term
standard cost. What is
meant by a variance 6.1a

●●

The meaning and use of
an ideal and attainable
standard 6.1b

●●

The calculation of the
total direct material,
direct material price and
direct material usage
variances 6.1d
The reasons for material
variances 6.1i

32

The calculation of the
total direct labour,
direct labour rate and
direct labour efficiency
variances 6.1f
The reasons for labour
variances 6.1i

●●

●●

●●

●●

●●

●●

●●

●●

Workshop session

33

34

The calculation of the
direct material, variances
6.1d and direct labour
variances 6.1f

●●

●●

Reasons for material/
labour variances 6.1i
and the relationship
between labour and
material variances 6.1g

●●

The calculation of the
total fixed production
overhead variance
and analysis of this to
expenditure and volume
variance 6.1h

●●

●●

●●

●●

●●

●●

●●

Teacher presentation: (approx.10 minutes) to
review key learning points from sections 3, 4, 5
and 7 of the Specification
Teacher presentation: introduce the concept of
standard costing and the contribution of variance
analysis to business decision-making. Walk-through
examples of calculating material variances and the
implications for cost control. Example activities:
How to calculate the three material variances
Student activity: practice tasks on calculating
material variances – completion of worksheets
Teacher activity: ensure student tasks are correct
– provide ongoing support
Teacher discussion: (approx.10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: how to calculate the three
labour variances and the implications for cost control
Student activity: practical tasks on completing
labour variances – completion of worksheets
Teacher activity: ensure student tasks are correct
– provide ongoing support
Teacher led discussion: (approx. 10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: review the reasons for
material and labour variances and their influence
on management decisions and actions
Student activity: working in pairs on activities –
calculating material and labour variances
Teacher activity: ensure student tasks are correct
and provide ongoing support
Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Task sheets

Teacher presentation: (approx.10 minutes) to
review previous session.
Teacher presentation: how to calculate fixed
overhead variances and the implications for the
business
Student activity: practical tasks – completion of
worksheets
Teacher activity: ensure student tasks are correct
– provide ongoing support
Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Interactive
whiteboard

Lesson
notes and
activities
Task sheets
and answers
Text book

Lesson
notes and
activities
Task sheets
and answers
to tasks

Answers to
tasks
Textbook
Past exam
papers

Lesson
notes and
activities
Task sheets
and answers
to tasks

16
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Chapter 3 Scheme of work

Lesson

Unit content
The calculation of ratios
of production volume
(activity), production
efficiency and capacity
6.1j

35

Activities

●●

●●

●●

●●

●●

Calculation of the
standard cost 6.1 c.
The standard hour as a
measurement of output
for a department or a
mix of products 6.1e
36

To reconcile budgeted
and actual profit using
appropriate variances
6.1k

●●

●●

●●

●●

●●

To use given cost
variances to calculate
standard or actual
production costs 6.1l
The difference between
fixed and flexible
budgets 4.1e

37

The preparation of
a flexed budget,
compared with actual
costs/revenues, detailing
the variances 4.1f
Suggest bases for
flexing budgets 4.1g

38

●●

●●

●●

●●

●●

The preparation of
a flexed budget,
compared with actual
costs/revenues, detailing
the variances 4.1f

●●

(Consolidation session)

●●

●●

●●

●●

Suggested
resource
checklist

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: explain the relationship
between production volume (activity), efficiency
and capacity; work-through calculation of the
calculation of production ratios
Student activity: practical tasks – completion of
worksheets
Teacher activity: ensure student tasks are correct
– provide ongoing support
Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: how to calculate the three
labour variances
Student activity: practical tasks – completion of
worksheets
Teacher activity: ensure student tasks are correct
– provide ongoing support
Teacher led discussion: (10 minutes) to review
lesson and ensure understanding
(These topics could be introduced during the other
lessons on standard costing and variances)

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: the difference between
fixed and flexed budgets; the steps required to
prepare a flexible budget
Student activity: practical tasks – completion of
worksheets
Teacher activity: ensure student tasks are correct
– provide ongoing support
Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher presentation: preparing the flexed
budget, comparing with the actual budget and
determining the necessary variance(s)
Student activity: practical tasks – completion of
worksheets
Teacher activity: ensure student tasks are correct
– provide ongoing support
Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Interactive
whiteboard

Lesson
notes and
activities
Task sheets
and answers
to tasks

Lesson
notes and
activities
Task sheets
and answers
to tasks

Lesson
notes and
activities
Task sheets
and answers
to tasks

Lesson
notes and
activities
Task sheets
and answers
to tasks

17
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Lesson

Unit content

Activities

Suggested
resource
checklist

8.1 Investment appraisal
The difference
between long-term and
short-term decision
making 8.1a

39

The discounted cash
flow (DCF) and how
discounting overcomes
the limitations of
traditional techniques
8.1b
Net present value
discounting methods
8.1c
The calculation of the
NPV of proposed capital
investments 8.1d
The calculation of the
NPV of proposed capital
investments 8.1d

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher presentation: examples of long-term
and short-term decision-making and the role of
investment appraisal in long-term decision-making.
Walk-through case study of a long-term investment
decision calculating discounted cash flow to
determine the resulting net present value

Lesson
notes and
activities

The calculation of the
IRR of proposed capital
investments 8.1e
Preparation of capital
investment appraisals
using DCF/NPV and IRR
8.1f
The preparation of
capital investment
appraisals using DCF,
NPV and IRR 8.1f

41

To compare IRR and
NPV methods and
explain why the two
techniques do not
necessarily rank projects
in the same order 8.1g
The calculation of the
discounted payback
of a proposed capital
investment 8.1h

Textbook

●●

Student activity: practical tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher presentation: calculating discounted
cash flows and the resulting net present value.
Explain the concept of IRR and calculate the value
of the IRR for competing investment projects

Lesson
notes and
activities

●●

Student activity: practical tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

●●

Teacher presentation: (approx.10 minutes) to
review previous session

●●

Teacher presentation: Preparing capital
investment appraisals using DCF, NPV and IRR.
Compare methods. Calculate the discounted
payback

Internal rate of return
discounting methods
8.1c
40

Task sheets
and answers

●●

Student activity: working in pairs on activities

●●

Teacher activity: ensure student tasks are correct/
provide ongoing support

●●

Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Task sheets
and answers

Task sheets
Answers to
tasks
Textbook
Past exam
papers

18
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Chapter 3 Scheme of work

Lesson

42

Unit content

Activities

Workshop session on
investment appraisal

●●

All aspects of topic area
8 to be covered

●●
●●

●●

Suggested
resource
checklist

Teacher presentation: (approx.30 minutes) to
review previous sessions
Student activity: working individually or in pairs
Teacher activity: ensure student tasks are correct
and provide support. Check each individual
student’s learning and understanding. Set
individual targets
Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Task sheets

Teacher presentation: (approx.10 minutes) to
review previous session
Teacher activity: explain the difference between
an integrated and non-integrated accounting
system; provide an example of posting entries into
an integrated accounting system
Student activity: practical tasks on integrated
accounting systems
Teacher activity: ensure student tasks are correct
and provide ongoing support
Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx.10 minutes) to
review previous session
Example activities: post entries into a nonintegrated accounting system. Explain the purpose
of control accounts
Student activity: practical tasks working
individually or in pairs
Teacher activity: ensure student tasks are correct
and provide ongoing support
Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

Interactive
whiteboard

Teacher presentation: (approx. 30 minutes) to
review previous sessions
Teacher presentation: explain the purpose of
a profit reconciliation statement and present a
walk-through example of how to prepare a profit
reconciliation statement
Student Activity: working individually or in pairs –
prepare reconciliation statements
Teacher activity: ensure student tasks are correct
and provide support
Teacher led discussion: (10 minutes) to review
lesson and ensure understanding

Lesson
notes and
activities

Answers to
tasks
Textbook
Past exam
papers

10.1 Accounting systems
Distinguish between
integrated and nonintegrated accounting
systems 10.1a
43

Post entries in a ledger,
for an integrated system
using absorption or
marginal costing and
historic or standard
costing 10.1c

●●

●●

●●

●●

●●

Post entries in a ledger,
for a non- integrated
system using absorption
or marginal costing and
historic or standard
costing 10.1d
44

Explain the importance,
and demonstrate the
use, of control accounts
with particular emphasis
on raw materials, workin-progress, finished
goods and production
overheads 10.1b
Explain and demonstrate
the need for a
reconciliation in a nonintegrated system 10.1e

45

Prepare a profit
reconciliation statement
in a non-integrated
system 10.1f

●●

●●

●●

●●

●●

●●

●●

●●

●●

●●

Lesson
notes and
activities
Task sheets
Answers to
tasks
Textbook

Task sheets
Answers to
tasks
Textbook

Task sheets
and answers
to tasks
Textbook
Past exam
papers

19
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Lesson

Unit content

Activities

Suggested
resource
checklist

7.1 The role of Management Information Systems (MIS) in cost accounting
The information needs of
a business organisation.
The difference between
data and information

46

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher led case studies: to compare and
contrast the information needs of businesses
engaged in different sectors e.g. retail and
manufacturing; the role of information in the
decision-making process

Lesson
notes and
activities

The internal and external
sources of data available
to a business

Task sheets
and answers
to tasks

●●

Student activity: practical tasks. Internet search to
complete worksheets

●●

Teacher activity: ensure student tasks are correct
and provide ongoing support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

The information needs of
a business organisation

●●

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

The importance of
confidentiality and
security when dealing
with management
information

●●

Teacher activity: the legal and ethical issues
involved in collecting and storing business data
and information. Example activities could link with
the various codes of professional ethics published
by professional associations

Lesson
notes and
activities

The controls in place to
ensure confidentiality
and security is
maintained when dealing
with management
information 9.1b

●●

Student activity: practical tasks working
individually or in pairs. Internet search

●●

Teacher activity: ensure student tasks are correct
and provide ongoing support

●●

Teacher led discussion: (approx.10 minutes) to
review lesson and ensure understanding

The characteristics of
effective management
information 9.1a

47

●●

Textbook/
Internet

Task sheets
Answers to
tasks
Textbook
Internet
search

Review, revision and exam preparation
Revision tasks

●●

Exam techniques and
study skills

Teacher presentation: (approx.10 minutes) to
review previous session

Interactive
whiteboard

●●

Teacher activity: effective studying: read, recall,
revise, note taking, summarise, practice. Review
areas of revision requested by students in
preparation for final exams. Example activities

Task sheets

48

49

Mock exam under
supervision

50

Feedback provided on
mock exam

●●

Student activity: practical tasks working
individually or in pairs

●●

Teacher activity: ensure student tasks are correct
and provide ongoing support

Answers to
tasks
Textbook
Past exam
papers

Examination

20
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Chapter 3 Scheme of work

Lesson

Unit content

Activities

Suggested
resource
checklist

Please note: This scheme is intended to provide
an indication of the time allocation in order to
cover the syllabus content. Activities can be
shortened/extended as required. Some of the
workshop/review sessions could be shortened/
removed to allow more time at the end for
revision and exam preparation. It is important that
students are thoroughly prepared for the actual
examination and may need more rigorous exam
practice in the form of mock examinations under
timed and supervised conditions.

21
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Chapter

4

Preparing learners for external
assessment
Learners will expect preparation for examinations and assessment and this should be
included in the delivery of the course. However your main focus must be on the eﬀective
learning of the full breadth and depth of the curriculum indicated by the specification and
example scheme of work provided for each qualification.
It is important that you encourage learners to develop their study skills from the
beginning of the course as this will assist in their revision later in the course.
At the beginning of the course you will lead in the incorporation of assessment/revision
based activities. As the course progresses learners should be able to take a greater responsibility for their own revision. This should be encouraged.
Each qualification specification has details about when assessment is available. To gain
access to the assessment, learners have to be entered by the entry deadline. Please refer
to the exam timetable and Operations Guide for Centres on the website. It is important to
enter learners for the examination when they are ready, and not just at the first available
assessment window.
The specification also details the expected characteristics of those working at either pass
or distinction grade (merit falls between the two, although it is not explicitly defined). This
is worth examining, as it will help you to identify which target grade your learners are likely
to be aiming for. Crucially, the assessment objectives in the specification illustrate all the
diﬀerent ways that content may be tested in the exam. It is important that you familiarise
yourself with them, so you can help learners prepare.
The following guidance is provided to help you prepare your learners for external
assessment. It is subdivided to distinguish between teacher-led, learner-led activities and
examination techniques.

Examples of teacher-led activities:
●

Explain the principles of assessment at induction so that learners have an understanding
of the assessment process.

●

Explain the rubric of the exam paper to your learners.

●

Use practice exercises to develop learners’ skills. This could be class based or set as a
homework assignment.

●

You should encourage learners to complete additional tasks – for example, exercises from
suitable textbooks, real-life scenarios from business and financial pages in newspapers or
from websites to help contextualise the content for learners.

23
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●●

Introducing assessment as early as possible in the course will help develop confidence
in learners.

●●

Use sample assessment materials as mock exams with learners, so they can practise their
exam technique and time management skills. Over the lifespan of the specification, past
papers along with accompanying mark schemes and examiner reports will become available, which can also assist with practice.

●●

Help familiarise learners with the range of questions they may face in the exam by going
through the different question types in the sample assessment material. The specifications contain guidance on the typical command words used.

●●

The examination papers will include topics taken from any part of the specification. You
should not assume that all papers will be the same as the sample assessment provided.

●●

In order to engage learners, use a variety of delivery methods to help learners prepare
for the exam – for example, mock exams, pair and group work, and setting homework/
assignments to test learners’ understanding throughout the course.

●●

At the end of each topic you can incorporate, into your teaching, a mini test to help
consolidate learning.

●●

Clearly explain where your learners can make improvements.

●●

Recap the previous session at the start of each lesson as this will provide an opportunity
to monitor learner progress and encourage questions.

Examples of learner-led activities:
●●

Advise your learners how to put together a revision timetable to help plan their time
and study in preparation for the exam. This should include regular breaks and achievable targets (e.g. coverage of a particular area of content). Making a revision timetable
not only reflects a disciplined nature of studying but also makes the learner prepare
beforehand.

●●

Learners could revise in a variety of ways, including completing practice exercises,
creating revision notes/cards, and reading relevant reference materials to broaden their
understanding (e.g. textbooks and the internet).

●●

Through undertaking practice tests, it should be possible to identify learners’ weaker
areas of understanding. This will allow them to focus their personal revision and selfstudy on those areas.

●●

Help the learner identify subject topics which are not fully understood.

●●

You should encourage your learners to:
––
––
––
––
––
––
––
––

Give themselves enough time to study.
Organise a study space.
Plan a revision timetable.
Use diagrams: even in a financial environment these can be helpful.
Practice on old exam papers (where available).
Explain answers to others.
Take regular breaks during revision.
Make summary notes – making notes is by far the best way to memorise lots of information.
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Chapter 4 Preparing learners for external assessment
●●

Advise learners of any special requirements for the examination, e.g. non-programmable
calculator, identification requirements and any change in venue.

Examination techniques for learners
Tell your learners to:
●●

Allow themselves plenty of time to get to the venue before the exam starts.

●●

Read the examination paper fully before starting.

●●

Identify the questions they can answer with the most ease, and answer those first.

●●

Be aware that the marks allocated to each question provide an indication of the time
required to complete it. Do not spend too much time on any one question.

●●

Be aware of the amount of time left.

●●

Aim to answer all questions on the paper even if some are left incomplete.

●●

Allow time at the end of the examination to check work.

●●

Be sure they answer the question as it is written, and not what they hoped it would be.

For more study skill advice and activities that you can download and give to your learners,
visit the website qualifications.pearson.com/lcci and search for this qualification.
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Chapter

5

Exam command words

Below is a list of some of the key command words and their definition that will be used
in the exam. It is worth taking time with your learners to make sure they understand the
definition and what is expected of them for each command word to help improve their exam
technique.
Give
State
Identify
Describe

Requiring factual information. Use of a single word but sometimes a few
words are required to a maximum of a single sentence.

Compare

A discussion of more than one concept, which describes the features of
each, and indicates relationships between them.

Explain

More detail and/or understanding in responses. Learners use linkage
words such as ‘therefore’, ‘so that’ and ‘because’.

Prepare
Complete

Number of stages to complete in the preparation of (financial) statements,
accurately inputting figures or information into a specific format, e.g. a
table.

Calculate

Work out a numerical problem, showing how they arrived at their answer.
Use appropriate processes in their response.

Analyse
Advise
Evaluate

Interpret cost data and information and recognise patterns and
correlations, in order to build a reasoned decision and draw conclusions.
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Chapter

6

Practice exercises

Please note: these exercises are intended for use in the classroom to embed knowledge, and are
not a replacement for exam preparation. To best prepare learners for examinations, please refer
to the Sample Assessment Materials and Past Papers, which can be found on the Pearson website
(qualiﬁcations.pearson.com/lcci)

Chapter 1
1.1

For the year ended 31 December 20X3, the quantities of units sold are expected to be:
January
February
March
April
May
June

330
540
310
450
360
300

July
August
September
October
November
December

210
290
510
330
450
570

The opening inventory at 1 January 20X3 will be 144 units. The closing inventory
desired at 31 December 20X3 is 150 units.
Required:
(a) What will production be per month if an even production flow is required and
inventory levels during the year can fall to zero because that minimises the cost
of holding inventory?
(b) Given the same information plus the constraint that inventory levels must never
fall below 80 units, and that extra production will be undertaken in January
20X3 to ensure this happens, what will be the January production figure?
1.2

Petrov plc sells 10,000 tonnes of sand each year and demand is constant over time.
The purchase cost of each tonne is $15 and the cost of placing an order is estimated to
be $32. The cost of holding one tonne of sand for one year is estimated to be $4. The
business uses the EOQ model to determine the appropriate order quantity and holds
no buffer inventories.
Calculate the total annual cost of trading in this product.
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Chapter 2
2.1

A business places substantial emphasis on customer satisfaction and, to this end,
delivers its product in special protective containers. These containers have been made
in a department within the business. Management has recently become concerned
that this internal supply of containers is very expensive. As a result, outside suppliers
have been invited to submit tenders for the provision of these containers. A quote of
$250,000 a year has been received for a volume that compares with current internal
supply.
An investigation into the internal costs of container manufacture has been undertaken and the following emerges:
●●

●●

●●

●●

●●

●●

The annual cost of material is $120,000, according to the stores records maintained, at actual historic cost. Three-quarters (by cost) of this represents material
that is regularly stocked and replenished. The remaining 25 per cent of the material
cost is a special foaming chemical that is not used for any other purpose. There are
40 tonnes of this chemical currently held. It was bought in bulk for $750 a tonne.
Today’s replacement price for this material is $1,050 a tonne but it is unlikely that
the business could realise more than $600 a tonne if it had to be disposed of owing
to the high handling costs and special transport facilities required.
The annual labour cost is $80,000 for this department. Most, however, are casual
employees or recent starters. If an outside quote were accepted, therefore, little
redundancy would be payable. There are, however, two long-serving employees
who would each accept as a salary $15,000 a year until they reached retirement
age in two years’ time.
The department manager has a salary of $30,000 a year. The closure of this department would release him to take over another department for which a vacancy is
about to be advertised. The salary, status and prospects are similar.
A rental charge of $9,750 a year, based on floor area, is allocated to the containers
department. If the department were closed, the floor space released would be
used for warehousing and, as a result, the business would give up the tenancy of
an existing warehouse for which it is paying $15,750 a year.
The plant cost when it was bought five years ago is $162,000. Its market value now
is $28,000 and it could continue for another two years, at which time its market
value would have fallen to zero. (The plant depreciates evenly over time.)
Annual plant maintenance costs are $9,900 and allocated general administrative
costs $33,750 for the coming year.

Required:
Calculate the annual cost of manufacturing containers for comparison with the quote
using relevant figures for establishing the cost or benefit of accepting the quote.
Indicate any assumptions or qualifications you wish to make.
2.2

A business makes three products, A, B and C. All three products require the use of two
types of machine: cutting machines and assembling machines. Estimates for next year
include the following:
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Product
Selling price ($ per unit)
Sales demand (units)
Material cost ($ per unit)
Variable production cost ($ per unit)
Time required per unit on cutting machines (hours)
Time required per unit on assembling machines (hours)

A
25
2,500
12
7
1.0
0.5

B
30
3,400
13
4
1.0
1.0

C
18
5,100
10
3
0.5
0.5

Fixed cost for next year is expected to total $42,000. It is the business’s policy for each
unit of production to absorb this in proportion to its total variable cost.
The business has cutting machine capacity of 5,000 hours a year and assembling
machine capacity of 8,000 hours a year.
Required:
(a) State, with supporting workings, which products in which quantities the business
should plan to make next year on the basis of the above information. Hint: First
determine which machines will be a limiting factor (scarce resource).
(b) State the maximum price per product that it would be worth the business paying to
a sub-contractor to carry out that part of the work that could not be done internally.
2.3

Polemic Ltd manufacture and sell a single product. The following information is
available for three financial years ending 30 September.
Price per unit
$ 130

Unit volume
000s

Forecast 20X2
Forecast 20X3

129
128.5

50
52
53

Costs per unit
Produced

Actual 20X1
$ 50

Sales
Actual 20X1

Direct materials
Direct labour
Variable production overhead
Direct expenses
Variable sales overhead

30
10
5
15

Other costs for the year

$
000
50
200

Fixed production overhead
Other fixed overhead

Forecast
20X2
$
55
31.5
11
5
16

20X3
$
55
33
12
6
16

$
000
55
220

$
000
55
220

Additional information:
1 When the management of Polemic prepared its direct labour forecast unit cost for
20X3 and 20X4, direct wages were increased only by the forecast rate of inflation.
2 The trade union representatives of the production workers wished to press for a
greater wage increase. They suggested that:
(i) Direct wages be increased at twice the rate of inflation. The effect of this
would be to increase direct labour costs per unit as follows:
		
		
Direct labour

20X3
$
33.0

20X4
$
35.0
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(ii) Unit selling prices be increased in order to cover the increased labour costs.
It is to be assumed that all expense and revenue relationships will be unchanged
except where indicated.
Required:
(a) A schedule for 20X2, 20X3 and 20X4 for Polemic Ltd showing:
(i) the breakeven points
(ii) the net profit for each year.
Base your calculations on the original labour costs.
(b) A graph showing a breakeven point for 20X3.
(c) Advise Polemic Ltd’s management as to their response to the trade union’s claim
for higher wages. Include relevant financial analysis.
(d) Explain the limitation of breakeven analysis.
(AQA (Associated Examining Board): GCE A-level)
2.4

Plot a break-even chart based on the following data and label the features of interest
on the chart:
Number of units
10
20
30
40
50

2.5

Fixed cost
$

Variable cost
$

Total cost
$

Sales
$

200
200
200
200
200

100
200
300
400
500

300
400
500
600
700

150
300
450
600
750

Capital Tours Limited sells weekend tours of a city for $200 per person. Last month
1,000 tours were sold and costs were $180,000 (representing a total cost per tour of
$180). These costs included $60,000 which were fixed costs.
A local college wishing to send 200 students on an educational trip has offered
Capital Tours $140 per tour.
Required:
(a) Explain with reasons whether Capital Tours should accept the offer.
(b) Explain the danger, in the long run, of Capital Tours using prices based on
variable (marginal) costing.

2.6

Jack Ltd expects its cost per unit, assuming a production level of 200,000 units per
annum, to be:
Direct materials
Direct labour
Indirect manufacturing costs: Variable
Indirect manufacturing costs: Fixed
Selling and distribution expenses
Administration expenses
Finance

$
3.2
4.8
1.6
0.8
0.4
0.6
0.2
11.6

Selling price is $15 per unit.
The following propositions are put to the managing director. Each proposition is to
be considered on its own without reference to the other propositions.
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●●

●●

●●

●●

If the selling price is reduced to $14.80 per unit, sales could be raised to 240,000 units
per annum instead of the current 200,000 units. Apart from direct materials, direct
labour and indirect fixed manufacturing costs, there would be no change in costs.
If the selling price is put up to $15.40 per unit, sales would be 160,000 per annum
instead of 200,000. Apart from variable costs, there would also be a saving of
$4,000 per annum in finance costs.
To satisfy a special order, which would not be repeated, 10,000 extra units could
be sold at $9.80 each. This would have no effect on fixed expenses.
To satisfy a special order, which would not be repeated, 6,000 extra units could be
sold for $9.20 each. This would have no effect on fixed expenses.

Draft a memo stating what you would advise the managing director to do, giving your
reasons and workings.
2.7

Raleigh Ltd’s costs for the current year are expected to be:
$
Direct labour
Direct materials
Indirect manufacturing costs:
Variable
Fixed
Administration expenses
Selling and distribution expenses
Finance expenses

$
600,000
700,000

450,000
50,000
500,000
120,000
60,000
20,000
2,000,000

It was expected that 200,000 units would be manufactured and sold, the selling price
being $12 each.
Suddenly during the year two enquiries were made at the same time which would
result in extra production being necessary. They were:
●●

●●

An existing customer said that he would take an extra 10,000 units, but the price
would have to be reduced to $10 per unit on this extra 10,000 units. The only extra
costs that would be involved would be in respect of variable costs.
A new customer would take 15,000 units annually. This would mean extra variable costs and an extra machine would have to be bought costing $15,000 which
would last for five years before being scrapped. It would have no scrap value. Extra
running costs of this machine would be $6,000 per annum. The units are needed
for an underdeveloped country and owing to currency difficulties the highest price
that could be paid for the units was $9.25 per unit.

On this information, and assuming that there are no alternatives open to Raleigh Ltd,
should the company accept or reject these orders?
Draft the memo that you would give to the managing director of Raleigh Ltd.
2.8

Dairyproducts Ltd has recently developed sales of cream in aerosol dispensers which
are sold alongside the company’s traditional products of cartons of cream and packets of
cheese. The company is now considering the sale of cream cheese in aerosol dispensers.
It is company policy that any new product must be capable of generating sufficient profit to cover all costs, including estimated initial marketing and advertising
expenditure of $1,000,000.
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Current weekly production, with unit costs and selling prices, is as follows:
Units of output Variable cost ($) Fixed cost ($) Selling price ($)
Cartons of cream
Aerosol cans of cream
Packets of cheese

400,000
96,000
280,000

0.45
0.50
1.00

0.15
0.25
0.20

0.75
1.05
1.30

Sales volume is equal to production volume. A 50-week trading year is assumed.
Rates of absorption of fixed costs are based on current levels of output.
In order to produce cream cheese in aerosol dispensers, the aerosol machine
would require modification at a cost of $400,000 which is to be recovered through
sales within one year. Additional annual fixed costs of $500,000 would be incurred in
manufacturing the new product. Variable cost of production would be 50 pence per
can. Initial research has estimated demand as follows:
Price per can ($)

Maximum weekly demand (cans)

1.50
1.40
1.15

60,000
80,000
100,000

There is adequate capacity on the aerosol machine, but the factory is operating near
capacity in other areas. The new product would have to be produced by reducing
production elsewhere and two alternatives have been identified:
●●
●●

reduce production of cream cartons by 20% per annum; or
reduce production of packet cheese by 25% per annum.

The directors consider that the new product must cover any loss of profit caused
by this reduction in volume. They are also aware that market research has shown
growing customer dissatisfaction because of wastage with cream sold in cartons.
Required:
Prepare a memorandum to the board of directors of Dairyproducts Ltd showing the
outcome of the alternative courses of action open to the company and make a recommendation on the most profitable.

Chapter 3
3.1

Woodner Ltd provides a standard service. It is able to provide a maximum of 100 units
of this service each week. Experience shows that at a price of $100, no units of the
service would be sold. For every $5 below this price, the business is able to sell 10
more units. For example, at a price of $95, 10 units would be sold, at $90, 20 units
would be sold and so on. The business’s fixed costs total $2,500 a week. Variable costs
are $20 per unit over the entire range of possible output. The market is such that it is
not feasible to charge different prices to different customers.
Required:
What is the most profitable level of output of the service?
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3.2

Shown below is an extract from next year’s plans for a business manufacturing three
products, A, B and C, in three product cost centres.

Production
Direct material cost
Direct labour requirements:
Cutting department:
  Skilled operatives
  Unskilled operatives
Machining department
Pressing department
Machine requirements:
Machining department

A

B

C

4,000 units
$7 per unit

3,000 units
$4 per unit

6,000 units
$9 per unit

3
6
1/2
2

hr/unit
hr/unit
hr/unit
hr/unit

5
1
1/4
3

2 hr/unit

hr/unit
hr/unit
hr/unit
hr/unit

11/2 hr/unit

2
3
1/3
4

hr/unit
hr/unit
hr/unit
hr/unit

21/2 hr/unit

The skilled operatives employed in the cutting department are paid $16 an hour and
the unskilled operatives are paid $10 an hour. All the operatives in the machining and
pressing departments are paid $12 an hour.
Product cost centres

Planned total overheads
Service cost centre
 Cost incurred for the
benefit of other cost
centres, as follows:
  Engineering services
  Personnel services

Service cost centres

Cutting

Machining

Pressing

Engineering Personnel

$154,482

$64,316

$58,452

$56,000

$34,000

20%
55%

45%
10%

35%
20%

–
15%

–
–

The business operates a full absorption costing system.
Required:
Derive the total planned cost of:
(a) One completed unit of product A.
(b) One incomplete unit of product B, which has been processed by the cutting and
machining departments but which has not yet been passed into the pressing
department.
3.3

Many businesses charge overheads to jobs on a cost centre basis.
Required:
(a) What is the advantage that is claimed for charging overheads to jobs on a cost
centre basis and why is it claimed?
(b) What circumstances need to exist for it to make a difference to a particular job
whether overheads are charged on a business-wide basis or on a cost centre
basis? (Note that the answer to this part of the question is not specifically covered
in the chapter. You should, nevertheless, be able to deduce the reason from what
you know.)
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Chapter 4
4.1

You have overheard the following statements:
(a) ‘A budget is a forecast of what is expected to happen in a business during the next
year.’
(b) ‘Monthly budgets must be prepared with a column for each month so that you can
see the whole year at a glance, month by month.’
(c) ‘Budgets are OK but they stifle all initiative. No manager worth employing would
work for a business that seeks to control through budgets.’
(d) ‘Activity-based budgeting is an approach that takes account of the planned
volume of activity in order to deduce the figures to go into the budget.’
(e) ‘Any sensible person would start with the sales budget and build up the other
budgets from there.’
Required:
Critically discuss these statements, explaining any technical terms.

4.2

The Garden Ornament Company manufactures two types of garden ornament: a duck
and a heron. The information presented in Tables T 1 to T 5 has been prepared, as a
result of discussions by line managers, for the purposes of preparing a master budget
for Year 6.
Sales and production volumes and direct costs
(T 1)

Unit sales for the year
Unit selling price
Unit variable cost:
Direct material
Direct labour

Ducks

Herons

8,000
$
30

15,000
$
45

14
12

16
13

Direct labour costs are based on an average cost of $15,000 per person per year.
Other costs
(T 2)
Production heat and light
Production fixed overheads
Partners’ salaries
Rent of premises
Office staff salaries
Marketing and distribution

$8,000 for the year
$4,000 for the year
$55,000 for the year
$11,000 for the year
$48,450 for the year
18% of sales

Working capital targets
(T 3)
Debtors at end of year
Trade creditors for materials
Stock of raw materials
Stock of finished goods
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Sales and purchases are planned to be spread evenly over the year.
Capital budget plans
(T 4)
Purchase one new moulding machine at $70,000, at the start of the year. Depreciate all
machinery for a full year at 20% per annum on a straight-line basis.
Statement of financial position at 31 December Year 5
(T5)
$
Non-current assets
Equipment

$
150,000 (Note 1)

Current assets
Inventory
Trade receivables
Cash

17,600 (Note 2)
32,000
2,500

Total assets

52,100
202,000

Equity
Partner’s capital

172,000

Liabilities
Trade payables

30,000
202,000

Total equity and liabilities

Note 1: Equipment at cost $190,000; accumulated depreciation $40,000
Note 2: Inventory of raw materials for 400 ducks @ $14 each and 750 herons @ $16 each

Required:
Prepare a master budget and all supporting budgets.

Chapter 5
5.1

Lewisham Ltd manufactures one product line – the Zenith. Sales of Zeniths over the
next few months are planned to be as follows:
1. Demand
July
August
September
October

Units
180,000
240,000
200,000
180,000

Each Zenith sells for $3.
2. Receipts from sales. Credit customers are expected to pay as follows:
●●
●●

70 per cent during the month of sale
28 per cent during the following month.
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3.

4.

5.

6.

The remaining trade receivables are expected to go bad (that is, to be uncollectable).
Credit customers who pay in the month of sale are entitled to deduct a 2 per
cent discount from the invoice price.
Finished goods inventories. Inventories of finished goods are expected to be
40,000 units at 1 July. The business’s policy is that, in future, the inventories at
the end of each month should equal 20 per cent of the following month’s planned
sales requirements.
Raw materials inventories. Inventories of raw materials are expected to be 40,000
kg on 1 July. The business’s policy is that, in future, the inventories at the end
of each month should equal 50 per cent of the following month’s planned
production requirements. Each Zenith requires 0.5 kg of the raw material, which
costs $1.50/kg. Raw materials purchases are paid in the month after purchase.
Labour and overheads. The direct labour cost of each Zenith is $0.50. The variable
overhead element of each Zenith is $0.30. Fixed overheads, including depreciation of $25,000, total $47,000 a month. All labour and overheads are paid
during the month in which they arise.
Cash in hand. At 1 August the business plans to have a bank balance (in funds) of
$20,000.

Required:
Prepare the following budgets:
(a) Finished inventories budget (expressed in units of Zenith) for each of the three
months July, August and September.
(b) Raw materials inventories budget (expressed in kilograms of the raw material)
for the two months July and August.
(c) Cash budget for August and September.
5.2

The following financial statements relate to Charity plc:
Income statement (profit and loss account)
for year ended 30 September Year 4
$000s
Revenue
Cost of sales
Gross profit
Administration and selling expenses
Operating profit
Debenture interest
Profit before taxation
Taxation
Profit for equity holders

$000s
2,480
(1,100)
1,380
(678)
702
(31)
671
(154)
   517

Note: The directors have recommended a dividend of 11.4 cents per share in total in
respect of Year 4, to be paid following approval at the next annual general meeting.
Statement of financial position at 30 September Year 4
$000s
Non-current assets
Current assets
Inventories

$000s
785 (Note 1)

341

continued
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Trade receivables
Cash

801
110
1,252
2,037

Total assets
Equity
Ordinary share capital
1,360,000 ordinary shares of 25p nominal value
Retained profit for the year

340
513
853

Non-current liabilities
7% Debentures
Current liabilities
Trade payables
Other trade payables and accruals
Total equity and liabilities

440
90
654
744
2,037

Note 1: Net of depreciation

Required:
(a) Calculate ratios which measure:
(i) liquidity and the use of working capital;
(ii) management performance; and
(iii) gearing.
(b) Explain how each ratio would help in understanding the financial position and
results of the company.
(c) The market price of one share is 800 cents. Calculate ratios which will be of
interest to investors.

Chapter 8
8.1

In a calculation of the internal rate of return of a project it is found that the net
present value is +$60m at 24% discount rate and −$20m at 26% discount rate. What
is the internal rate of return?

Chapter 9
9.1

Assume that you are a manager considering the launch of a new service. What
accounting information might be useful to help in making a decision?

9.2

‘Accounting information should be understandable. As some managers have a poor
knowledge of accounting we should produce simplified financial reports to help
them.’ To what extent do you agree with this view?
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Answers to practice questions
Chapter 1
1.1

(a)
Opening inventory
Add Production

?

144
   

(C)
(B)

4,650
150

Less Sales total – see question
Closing inventory
Missing ﬁgure (B) must be 4,800
Missing ﬁgure (C) must then be 4,656
Equal production per month 4,656 ÷ 12 = 388 units.

(b) Given ﬁgures per (a)
J
Opening inventory 144
388
Add Production
532
330
Less Sales
Closing inventory 202

F
202
388
590
540
50

M
50
388
438
310
128

A
128
388
516
450
66

M
66
388
454
360
94

J
94
388
482
300
182

J
182
388
570
210
360

A
360
388
748
290
458

S
458
388
846
510
336

O
336
388
724
330
394

N
394
388
782
450
332

D
332
388
720
570
150

Lowest closing figure is 50 units in February. It is also below 80 in April.
If inventory is not to fall below 80 units an extra 80 – 50 = 30 units will have to be
produced in February making production for that month of 418 units; and an extra
14 will need to be produced in April making production for that month 402 units.
1.2

The total annual cost will be made up of three elements:
●●
●●
●●

the cost of purchases
the cost of ordering
the cost of holding this item in inventories.

The annual cost of purchases is:
= 10,000 × $15
= $150,000
The annual cost of ordering is calculated as follows:
The EOQ is:
_______________
2 × 10,000 × 32
EOQ = _______________
4
= 400 tonnes

√

This will mean that 10,000/400 = 25 orders will be placed each year. The annual cost
of ordering is therefore:
= 25 × $32
= $800
The annual cost of holding inventories is calculated as follows:
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The average quantity of inventories held will be half the optimum order size, as
mentioned earlier.
That is, 400/2:
= 200 tonnes
The annual holding cost is, therefore:
= 200 × $4
= $800
The total annual cost of trading in this product is therefore:
$150,000 + $800 + $800 = $151,600

Chapter 2
2.2

Products A, B and C
(a) Total time required on cutting machines is:
(2,500 × 1.0) + (3,400 × 1.0) + (5,100 × 0.5) = 8,450 hours
Total time available on cutting machines is 5,000 hours. Therefore, this is a
limiting factor.
Total time required on assembling machines is:
(2,500 × 0.5) + (3,400 × 1.0) + (5,100 × 0.5) = 7,200 hours
Total time available on assembling machines is 8,000 hours. Therefore, this is not
a limiting factor.

Selling price
Variable materials
Variable production costs
Contribution
Time on cutting machines
Contribution per hour on cutting machines
Order of priority

A
(per unit)
$
25
(12)
(7)
6
1.0 hour
$6
3rd

B
(per unit)
$
30
(13)
(4)
13
1.0 hour
$13
1st

C
(per unit)
$
18
(10)
(3)
5
0.5 hour
$10
2nd

Therefore, produce:
3,400 product B using
3,200 product C using

3,400 hours
1,600 hours
5,000 hours

(b) Assuming that the business would make no saving in variable production costs
by subcontracting, it would be worth paying up to the contribution per unit ($5)
for product C, which would therefore be $5 × (5,100 − 3,200) = $9,500 in
total.
Similarly it would be worth paying up to $6 per unit for product A – that is, $6
× 2,500 = $15,000 in total.
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2.4

800
700
600
$s

500
400
300
200
100
0

0

10

20

30

40

50

no. of units
fixed cost

variable cost

total cost

sales

2.5

Capital Tours Ltd
(a) Total costs are $180,000 of which $60,000 are fixed costs. Variable cost is
therefore $120,000 over 1,000 tours, or $120 per tour.
Selling price = $200 per person, contribution = $80 per person.
At new offer price of $140 per tour, contribution = $20 per person and so is
acceptable in the short term.
(b) The offer is acceptable provided it does not displace any tours for which $200
would be paid. Also there must be no risk of offending existing customers who
have already paid $200. If the new lower price became common knowledge, the
price might be driven down so that the break-even point would increase and
more tours would have to be sold to achieve the same total profit.

2.7

(a) Answers to be drafted by students in proper memo form.
Introduction:
Marginal cost is:
Direct labour:
Direct materials
Variable expenses

3.00
3.50
2.25
8.75

As selling price of $10 exceeds marginal cost of $8.75 we should accept (but see
below).*
Proof
Direct labour
Direct materials
Indirect manufacturing costs
Variable
Fixed
Administration expenses
Selling and distribution expenses
Finance expenses
Revenue
Sales (2,400,000 + 100,000)
Profit

Without new order
600,000
700,000

With new order
630,000
735,000

450,000
50,000
120,000
60,000
20,000
2,000,000
2,400,000
       
400,000

472,500
50,000
120,000
60,000
20,000
2,087,500
2,500,000
412,500
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* Depends on how other things affected besides simple accounting calculation,
such as whether there is sufficient spare manufacturing capacity to produce the
extra units.
(b) For extra order:
Marginal costs per unit (see (a))
Depreciation ($3,000 p.a. ÷ 15,000)
Running costs ($6,000 p.a. ÷ 15,000)
Marginal costs per unit

8.75
0.20
0.40
9.35

As $9.35 is greater than selling price of $9.25 do NOT accept.
2.8

Dairyproducts Ltd
Cartons
of cream
Units of output
Selling price
Variable cost
Contribution per unit
Total contribution
Fixed cost
Net profit of current prodn, per week
Annual profit

Volume
Sales price
Variable cost
Contribution per unit
Total contribution per week
Annual for 50 weeks
Less:
Additional advertising
Modification cost
Additional fixed cost
Net benefit

400,000
$
0.75
0.45
0.30
120,000
60,000

Aerosol
cans of
cream
96,000
$
1.05
0.50
0.55
52,800
24,000

Range of demand
$
60,000
$
1.50
   0.50
   1.00
60,000

Packets of
cheese
280,000
$
1.30
1.00
0.30
84,000
56,000

Total

$

256,800
140,000
116,800
5,840,000
for aerosol cream cheese
$
$
80,000
100,000
$
$
1.40
1.15
   0.50
  0.50
   0.90
  0.65
72,000
65,000
3,600,000

(1,000,000)
(400,000)
(500,000)
1,700,000

Reducing production of cream cartons by 20% per annum will lose $120,000 × 50 ×
20%, i.e. $1,200,000.
Reducing production of packet cheese by 25% per annum will lose $84,000 × 50
× 25%, i.e. $1,050,000.
The net benefit of the new product is therefore greater than the loss on either of
the options withdrawn.
The recommendation is to reduce packet cheese and replace with aerosol cream
cheese. The only possible warning here is that there is only $150,000 of difference
between withdrawing cream cartons and withdrawing packet cheese. If the growing
customer dissatisfaction with cream in cartons is serious, the longer-term view might
prevail over the short-term recommendation.
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Chapter 3
3.1

Woodner Ltd
A
Output
units

0
10
20
30
40
50
60
70
80
90
100

B
C
D
Sales
Total sales Marginal
price per revenue unit sales
unit
(A × B)
revenue
$

$

$

0
95
90
85
80
75
70
65
60
55
50

0
950*
1,800
2,550
3,200
3,750
4,200
4,550
4,800
4,950
5,000

0
95†
85
75
65
55
45
35
25
15
5

E
F
Total
Total cost
variable
(variable
cost
cost +
(A × $20) $2,500)
$
$
0
200
400
600
800
1,000
1,200
1,400
1,600
1,800
2,000

G
Marginal
cost
per unit

H
Profit/
(loss)

$

$

–
20
20
20
20
20
20
20
20
20
20

(2,500)
(1,750)
(1,100)
(550)
(100)
250
500
650
700
650
500

2,500
2,700
2,900
3,100
3,300
3,500
3,700
3,900
4,100
4,300
4,500

* (10 × $95)
† ((950 − 0)/(10 − 0))

An output of 80 units each week will maximise profit at $700 a week. This is the
nearest, given the nature of the input data, to the level of output where marginal cost
per unit equals marginal revenue per unit. (For the mathematically minded, calculus
could have been used to find the point at which slopes of the total sales revenue and
total cost lines were equal.)
3.2

Products A, B and C
Allocation and apportionment of overheads to product cost centres

Basis of apportionment

Department
Cutting
$

Total
Personnel

Machining
$

Pressing
$

Engineering Personnel
$
$

154,482
64,316
58,452
56,000
18,700 (55%) 3,400 (10%) 6,800 (20%)
5,100 (15%)
173,182
67,716
65,252
61,100
Engineering Specified 12,220 (20%) 27,495 (45%) 21,385 (35%) (61,100)
185,402
95,211
86,637
–
Specified

34,000
(34,000)
–
–

Note that the personnel services overheads were reapportioned to the other cost
centres first because personnel renders a service to the engineering services
department, but does not receive a service from it.
Calculation of the overhead absorption (recovery) rates
In both the cutting and pressing departments, no machines seem to be used, and so a
direct labour hour basis of overhead absorption seems reasonable.
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In the machining department, machine hours are far in excess of labour hours
and the overheads are probably machine-related. In this department, machine hours
seem a fair basis for cost units to absorb overheads.
Total planned direct labour hours for the cutting department are thus:
Product A
Product B
Product C

4,000 × (3 + 6) =
3,000 × (5 + 1) =
6,000 × (2 + 3) =

36,000
18,000
30,000
84,000

The overhead absorption rate for the cutting department is $185,402/84,000 =
$2.21 per direct labour hour.
Total planned machine hours for the machining department are thus:
Product A
Product B
Product C

4,000 × 2.0 =
3,000 × 1.5 =
6,000 × 2.5 =

8,000
4,500
15,000
27,500

The overhead absorption rate for the machining department is $95,211/27,500 =
$3.46 per machine hour.
Total planned direct labour hours for the pressing department are:
Product A
Product B
Product C

4,000 × 2 =
3,000 × 3 =
6,000 × 4 =

8,000
9,000
24,000
41,000

The overhead absorption rate for the cutting department = $86,637/41,000 = $2.11
per direct labour hour.
(a) Cost of one completed unit of product A:
Direct materials
Direct labour
Cutting department – skilled
Cutting department – unskilled
Machining department
Pressing department
Overheads
Cutting department
Machining department
Pressing department

$
7.00
(3 × $16)
(6 × $10)
(0.5 × $12)
(2 × $12)

48.00
60.00
6.00
24.00

(9 × $2.21)
(2 × $3.46)
(2 × $2.11)

19.89
6.92
  4.22
176.03

(b) Cost of one uncompleted unit of product B:
Direct materials
Direct labour
Cutting department – skilled
Cutting department – unskilled
Machining department
Overheads
Cutting department
Machining department

$
4.00*
(5 × $16)
(1 × $10)
(0.25 × $12)

80.00
10.00
3.00

(6 × $2.21)
(1.5 × $3.46)

13.26
  5.19
115.45

* This assumes that all of the materials are added in the cutting or machining departments.
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3.3

(a)	Charging overheads to jobs on a departmental basis means that overheads are
collected separately for each ‘product’ cost centre (department). This involves
picking up the overheads that are direct to each department and adding to them
a share of overheads that are general to the business as a whole. The overheads
of ‘service’ cost centres must then be apportioned to the product cost centres. At
this point, all of the overheads for the whole business are divided between the
‘product’ cost centres, such that the sum of the individual ‘product’ cost centres’
overheads equals those for the whole business.
Dealing with overheads departmentally is believed to provide more useful
information to decision makers, because different departments may have rather
different overheads. Applying overheads departmentally can take account of
these differences and reﬂect it in job costs.
In theory, dealing with overheads on a departmental basis is more costly
than on a business-wide basis. In practice, it possibly does not make too much
difference to the cost of collecting the information. This is because, normally,
businesses are divided into departments, and the costs are collected departmentally, as part of the normal routine for exercising control over the business.
(b) In order to make any difference to the job cost that will emerge as a result
of dealing with overheads departmentally, as compared with doing so on a
business-wide basis, the following both need to be the case:
1. the overheads per unit of the basis of charging (for example direct labour
hours) need to be different from one department to the next; and
2. the proportion (but not necessarily the actual amounts) of total overheads
that are charged to jobs must differ from one job to the next.
Assume, for the sake of argument, that direct labour hours are used as the basis of
charging overheads in all departments. Also assume that there are three departments, A, B and C.
There will be no difference to the overheads charged to a particular job if
the rate of overheads per direct labour hour is the same for all departments.
Obviously, if the charging rate is the same in all departments, that same rate must
also apply to the business taken as a whole.
Also, even where overheads per direct labour hour differ significantly from
one department to another, if all jobs spend, say, about 20 per cent of their time
in Department A, 50 per cent in Department B and 30 per cent in Department C,
it will not make any difference whether overheads are charged departmentally
or overall.
These conclusions are not in any way dependent on the basis of charging
overheads or even whether overheads are charged on the same basis in each
department.
The statements above combine to mean that, probably in many cases in
practice, departmentalising overheads is not providing information that is significantly different from that which would be provided by charging overheads to jobs
on a business-wide basis.
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Chapter 4
4.2

Garden Ornament Company
From the information presented in Tables T 1 to T 5 the various detailed budgets are
prepared as shown in Tables T 6 to T 18. These lead to the master budget set out in
Tables T 19 to T 21.
Sales budget: sales and debtors
The sales budget sets out the volume of sales expected for each product, multiplied
by the expected selling price, to obtain the total sales by value expected for each
product. The total sales for the year ahead may then be calculated, shown in bold
print in the sales budget.
(T 6)
Sales budget

Ref.

Ducks

Herons

Unit sales for year

T1

8,000

15,000

Unit selling price

T1

$30

$45

$240,000

$675,000

Total sales

Total for year

$915,000

The year-end debtors are calculated as half of one month’s sales (one-twenty-fourth
of the total year’s sales if these are spread evenly throughout the year).
(T 7)
Debtors’ budget

Ref.

Ducks

Herons

Total for year

Total sales

T6

$240,000

$675,000

$915,000

divide by 24

divide by 24

$10,000

$28,125

Debtors at year-end

$38,125

Production plan
(T 8)
Production plan in units

Ref.

Ducks

Herons

Planned sales volume

T1

8,000

15,000

Add planned closing stock of finished goods

T3

–

–

Less opening stock of finished goods

T3

–

–

8,000

15,000

Planned unit production for year

Direct materials budget: purchases, stock and trade creditors
Once the production plan is decided, the costs of the various inputs to production
may be calculated. Direct materials must be purchased to satisfy the production
plans, but the purchases budget must also take into account the need to hold stock
of raw materials. After the purchases budget has been quantified in terms of cost, the
impact on trade creditors may also be established.
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The purchases budget is based on the units required for production in the period,
making allowance for the opening and closing stock of raw materials. The plan is to
hold sufficient stock at the end of the period to meet 60% of the following month’s
production (see T 3). The number of units to be purchased will equal the planned
production for the period, plus the planned stock of raw materials at the end of the
period (shown in the opening balance sheet at T 5), minus the planned stock of raw
materials at the end of the period (calculated in T 8).
(T 9)
Purchases budget in units

Ref.

Ducks

Herons

Production volume

T8

8,000

15,000

Add raw materials stock planned for end of
period

T3

400
60% of
(8,000/12)

750
60% of
(15,000/12)

Less raw materials stock held at start of period

T5

400

750

8,000

15,000

Purchases of raw materials planned

(T 10)
Purchases budget in $s

Ref.

Ducks

Herons

Volume of purchases

T9

8,000

15,000

$

$

14

16

112,000

240,000

Cost per unit

T1

Total purchase cost

Total for year

$

352,000

Trade creditors are calculated as one month’s purchases, a relatively uncomplicated
procedure in this instance because the purchases remain constant from month to
month.
(T 11)
$29,333

One month’s purchases 352,000/12

The direct materials cost of goods sold must also be calculated at this point, for use in
the budgeted profit and loss account. The direct materials cost of goods sold is based
on the materials used in production of the period (which in this example is all sold
during the period).
(T 12)
Direct materials cost of goods sold

Ref.

Ducks

Herons

Production in units

T8

8,000

15,000

$

$

14

16

$112,000

$240,000

Materials cost per unit
Total cost of goods to be sold

T1

Total for year

$352,000
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Direct labour budget
The direct labour budget takes the volume of production in units and multiplies that
by the expanded labour cost per unit to give a labour cost for each separate item of
product and a total for the year, shown in bold print.
(T 13)
Direct labour budget

Ref.

Ducks

Herons

Production in units

T8

8,000

15,000

$

$

12

13

96,000

195,000

Labour cost per unit
Total cost

T1

Total for year

$

291,000

It is also useful to check on the total resource requirement which corresponds to this
total labour cost, since it takes time to plan increases or decreases in labour resources.
The average direct labour cost was given in (T 1) as $15,000 per person per year. The
following calculation assumes that the employees can work equally efficiently on any
of the three product lines.
(T 14)
Resource requirement:
Based on an average cost of $15,000 per person per year, the total labour cost of
$291,000 would require 19.4 full-time equivalent persons.

Production overhead budget
Production overheads include all those overhead items which relate to the production
activity. In this example it includes heat and light, business rates and depreciation.
Depreciation is calculated at a rate of 20% on the total cost of equipment held during
the year ($190,000 at the start, as shown in (T 5), plus an additional $70,000 noted
in (T 4) ($260,000 × 20% = $52,000).
(T 15)
Production overhead budget

Ref.

$

Heat and light

T2

8,000

Production fixed overheads

T2

4,000

Depreciation

T4

52,000

Total

64,000

Total production cost budget
Total production cost budget comprises the cost of direct materials, direct labour and
production overhead.
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(T 16)
Production cost budget

Ref.

$

Direct materials

T 12

352,000

Direct labour

T 13

291,000

Production overhead

T 15

64,000
707,000

Total

Administration expense budget
(T 17)
Administration budget

Ref.

$

Partners’ salaries (taken in cash)

T2

55,000

Rent of premises

T2

11,000

Office staff

T2

48,450
114,450

Total

Marketing expense budget
The marketing expense budget relates to all aspects of the costs of advertising and
selling the product. The information in (T 2) specifies a marketing cost which is
dependent on sales, being estimated as 18% of sales value.
(T 18)
Marketing expense budget

Ref.

18% of $915,000

$

T2&T6

164,700

Master budget
The master budget has three components: the budgeted profit and loss account for
the year, the budgeted cash flow statement and the budgeted balance sheet. These
are now set out using the foregoing separate budgets. Where the derivation of figures
in the master budget should be evident from the earlier budgets, no explanation
is given, but where further calculations have been performed these are shown as
working notes.
Budgeted profit and loss account
(T 19)
Budgeted profit and loss account for the year ended 31 December Year 5

Total sales
Material cost
Labour cost
Total variable cost

Ref.

Ducks

Herons

Total for year

T6
T 12
T 13

$
240,000
112,000
96,000
208,000

$
675,000
240,000
195,000
435,000

$
915,000
352,000
291,000
643,000

continued
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Contribution
% on sales
Production overhead
Gross profit
Administration cost
Marketing cost
Net loss

32,000
13.3%

240,000
35.6%

272,000
64,000
208,000
(114,450)
(164,700)
(71,150)

T 15
T 17
T 18

Budgeted cash flow statement
Where expenses are paid for as soon as they are incurred, the cash outflow equals
the expense as shown in the budgeted profit and loss account. In the case of cash
collected from customers, debtors at the start and end of the period must be taken
into the calculation. In the case of cash paid to suppliers the creditors at the start and
end of the period must be taken into account. The cash flow statement contains references to working notes which follow the statement and set out the necessary detail.
(T 20)
Budgeted cash flow statement for the year ended 31 December Year 5
Cash to be collected from customers
Cash to be paid to suppliers
Direct labour
Heat and light
Production fixed overheads
Partners’ salaries
Rent of premises
Office staff costs
Marketing costs
Net cash inflow from operations
New equipment to be purchased
Net cash outflow
Cash balance at start of year
Cash balance at end of year

Note
1
2
3
3
3
3
3
3
3

$

$
908,875

352,667
291,000
8,000
4,000
55,000
11,000
48,450
164,700
934,817
25,942
70,000
(95,942)
2,500
(93,442)

T5

Working notes for budgeted cash flow statement
Note 1: Cash to be collected from customers:
Sales during the period
Less credit sales which remain as debtors at the end of the year
Add cash collected from debtors at the start of the year
Cash to be collected from customers

Ref.
T6
T7
T5

$
915,000
38,125
876,875
32,000
908,875

Note 2: Cash to be paid to suppliers:
Purchases during the period
Less credit purchases which remain as creditors at the end of the year
Add cash paid to creditors at the start of the year
Cash to be paid to suppliers

Ref.
T 10
T 11
T5

$
352,000
29,333
322,667
30,000
352,667
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Note 3: Other cash payments
It has been assumed, for the convenience of this illustration, that all other expense items
are paid for as they are incurred. In reality this would be unlikely and there would be
further calculations of the type shown in Note 2, making allowance for creditors at the
start and end of the period.

Budgeted balance sheet
(T 21)
Statement of financial position at 31 December Year 5
$
Non-current assets
Equipment
Current assets
Inventories
Trade receivables

$
168,000 (Note 1)

17,600 (Note 2)
38,125

Total assets

55,725
223,725

Equity
Partner’s capital

100,950 (Note 3)

Non-current liabilities
Bank loan

93,442

Current liabilities
Trade payables

29,333

Total equity and liabilities

223,725

Note 1: Equipment at cost: $260,000 ($190,000 + $70,000)
Note 2: Inventory of raw materials: 400 ducks @ $14; 750 herons @ $16
Note 3: $172,100 + $71,150

Comment. Not a promising picture of where the business is likely to be heading but
this amount of detail will help identify where action needs to be taken to improve
profit and cash flow.

Chapter 5
5.1

Lewisham Ltd
(a) The finished goods inventories budget for the three months ending 30 September
(in units of production) is:
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Opening inventories (Note 1)
Production (Note 2)
Inventories sold (Note 3)
Closing inventories

July
’000 units
40
188
228
(180)
48

Aug
’000 units
48
232
280
(240)
   40

Sept
’000 units
40
196
236
(200)
36

(b) The raw materials inventories budget for the two months ending 31 August (in
kg) is:

Opening inventories (Note 1)
Production (Note 2)
Production (Note 4)
Closing inventories

July
’000 kg
40
112
152
(94)
58

Aug
’000 kg
58
107
165
(116)
   49

(c) The cash budget for the two months ending 30 September is:

Inflows
Receivables – current month (Note 5)
Receivables – preceding month (Note 6)
Total inflows
Outflows
Payments to trade payables (Note 7)
Labour and overheads (Note 8)
Fixed overheads
Total outflows
Net inflows/(outflows)
Balance carried forward

Aug
$

Sept
$

493,920
151,200
645,120

411,600
201,600
613,200

168,000
185,600
22,000
375,600
269,520
289,520

160,500
156,800
22,000
339,300
273,900
563,420

Notes:
1 The opening balance is the same as the closing balance from the previous
month.
2 This is a balancing figure.
3 This figure is given in the question.
4 This figure derives from the finished inventories budget. [July 188,000 × 0.5
= 94,000]
5 This is 98 per cent of 70 per cent of the current month’s sales revenue.
6 This is 28 per cent of the previous month’s sales revenue.
7 This figure derives from the raw materials inventories budget. [July 112,000
× $1.50 = $168,000]
8 This figure derives from the finished inventories budget. [August $232,000 ×
$0.80 = $185,600]
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Chapter 9
9.1

The following accounting information relating to a new service might be useful to a
manager:
●●
●●

●●

9.2

the cost of providing the service and the level of profit that will be required;
the capital investment that will be necessary to enable the business to provide the
service; and
the extent to which the provision of the service would be expected to enhance the
business’s wealth.

There is no doubt that the onus is on accountants to make their reports as easy to
understand as they can possibly be. A key aspect of accountants’ work is communicating to non-accountants, and they should never overlook this. At the same time,
accounting information cannot always be expressed in such a way that someone
with absolutely no accounting knowledge can absorb it successfully. The onus is
also therefore on managers to acquire a working knowledge of the basis on which
accounting reports are prepared and what they mean.
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Further reading and resource suggestions

The following text books cover the majority of the syllabus topics in this unit. New editions
of text books are generally published each year, although there is a growing supply of
slightly older, just as suitable, text books available on the internet at reasonable prices.
●

David Cox (2013) Analysing costs and revenues
Tutorial
ISBN: 978-1-909173-187 Osborne Books Limited

●

David Cox (2012) Costs and revenues
Workbook, Second edition
ISBN: 978-1-905777-785 Osborne Books Limited

●

T Lucy (2008) Costing
ISBN: 978-1-84480-931

Cengage Learning

●

T Lucy (2009) Management Accounting
ISBN: 978-0-82646-360-9 Cengage Learning

●

BBP Learning Media (2014) Basic Costing
ISBN: 978-1-472709-004

●

BBP Learning Media (2014) Costs and revenues
ISBN: 978-1-472709-035

●

Kaplan Publishing (2014) Basic Costing
ISBN: 978-0-857328-656

●

Kaplan Publishing (2014) Costs and revenues
ISBN: 978-0-857329-400

●

A Pizzey Cost and Management Accounting
ISBN: 978-1-853960-499 Sage Publishing Ltd

●

C Gowthorpe Management Accounting
ISBN: 978-184-480-2043 Cengage Learning
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Syllabus content: a selection of material available on the internet
1.1 Inventory management
●●

accounting-simplified.com/financial-accounting/...for.../fifo-method.htm...
FIFO Method – Explanation and Illustrative Examples

●●

accounting-simplified.com/financial.../accounting-for-inventory/
Accounting for Inventory – Definition Explanation, FIFO LIFO ...

●●

www.firstintuition.co.uk/blog/blog.../pq-article-on-fifo-lifo-and-avco.ht...
PQ article on FIFO, LIFO and AVCO – First Intuition

●●

blog.fishbowlinventory.com/.../3-inventory-valuation-methods-fifo-lifo-...
Inventory Valuation Methods: FIFO, LIFO and AVCO ...

●●

accountingexplained.com
Inventory Valuation Methods: Introduction

2.1 Short-term cost behaviour
●●

opentuition.com/fia/ma1/cost-classification/
Cost Classification, Variable, fixed, semi-variable costs

●●

accountingexplained.com › Managerial Accounting
Cost and Cost Classifications: Types: Managerial Accounting

●●

www.accountingcoach.com/blog/what-is-cost-behavior
What is cost behaviour?

●●

accountingexplained.com/managerial/cost-behavior/
Costs by Behaviour – Accounting Explained

●●

www.learnmanagerialaccounting.com/.../costbehavior/index.html
Cost Behaviour: Fixed, Variable, Mixed – Managerial ...

●●

simplestudies.com/accounting-cost-behavior.html
Accounting Cost Behaviour

2.2 Break even analysis
●●

www.accaglobal.com/uk/en/student/acca-qual.../CVP-analysis.html

●●

www.investopedia.com/terms/c/cost-volume-profit-analysis.asp

●●

accountingexplained.com/managerial/cvp-analysis/

●●

www.csus.edu/indiv/m/mackeyjt/Accy121/powerpoint/11ch03.ppt

●●

www.wyzant.com › Resources › Lessons › Accounting
Cost-Volume-Profit Analysis

●●

highered.mheducation.com/sites/dl/free/0073527114/.../chapter_3.pdf
Fundamentals of Cost-Volume-Profit Analysis
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●●

classes.bus.oregonstate.edu/.../Management%20Accounting%20Chapter...
Cost-Volume-Profit

●●

bizfinance.about.com › … › Basic Accounting and Bookkeeping Practices
How to do Cost-Volume-Profit Analysis

2.3 Marginal and absorption costing
●●

www.businessdictionary.com/definition/marginal-cost.html

●●

www.accountingcoach.com/blog/what-is-marginal-cost
What is marginal cost? Definition and meaning

●●

kfknowledgebank.kaplan.co.uk › ACCAPEDIA › Wiki Pages
Marginal and Absorption Costing

●●

www.investopedia.com/terms/m/marginalcostofproduction.asp

●●

www.tutor2u.net/economics/content/topics/.../marginal_cost.htm
Marginal Costs of Production

●●

www.slideshare.net/.../absorption-and-marginal-costing-13158049
Absorption and Marginal Costing

●●

education-portal.com/.../marginal-cost-definition-equation-formula.html
Marginal Cost: Definition, Equation and Formula

3.1 Overhead absorption
●●

www.cimaglobal.com/Documents/.../JOHNJOYCEARTICLE.pdf
Overhead Absorption, Standard Costing and Planning

●●

www.accountingtools.com/questions.../what-is-overhead-absorption.html
What is Overhead Absorption?

●●

kfknowledgebank.kaplan.co.uk › ACCAPEDIA › Wiki Pages
Absorption of Overheads

●●

opentuition.com › … › Ask the Tutor: ACCA F2 – FIA FMA

●●

opentuition.com/topic/overhead-absorption-rate/
Overhead Absorption Rate

●●

www.slideshare.net/tallan420/absorption-costing-15557539
Absorption Costing

3.2 Activity based costing (ABC)
●●

accountingexplained.com/managerial/cost-systems/activity-based-costing

●●

www.accountingcoach.com/activity-based-costing/explanation

●●

www.investopedia.com/terms/a/abc.asp

●●

www.cgma.org/.../essential-tools/Pages/activity-based-costing.aspx
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●●

www.cimaglobal.com/.../cid_tg_activity_based_costing_nov08.pdf.pdf ·

●●

www.accountingtools.com/activity-based-costing

●●

classes.bus.oregonstate.edu/spring-07/ba422/Management ...
Activity-Based Costing (ABC) Definition

●●

smallbusiness.chron.com › … › Starting a Production Company
Traditional Costing Vs. Activity-Based Costing

4.1 Preparation of budgets
●●

www.ospa.iastate.edu/proposal/preparation/howto
How to Prepare a Budget

●●

www.accountingtools.com/.../what-are-the-steps-in-preparing-a-budget.h...
What are the Steps in Preparing a Budget?

●●

www.accountingcoach.com/blog/flexible-budget

●●

www.accountingtools.com/questions-and.../what-is-a-flexible-budget.ht...
What is a Flexible Budget?

●●

www.accountingtools.com › Budgeting Topics
Flexible Budget

●●

classes.bus.oregonstate.edu/.../Management%20Accounting%20Chapter...
Flexible Budgeting

5.1 Managing cash flow
●●

www.investopedia.com/terms/w/workingcapital.asp

●●

www.investinganswers.com › … › Financial Statement Analysis
Working Capital Definition and Example

●●

edwardlowe.org/digital-library/how-to-prepare-a-cash-budget/
How to Prepare a Cash Budget

●●

www.osbornebooksshop.co.uk/files/mct2013_03.pdf

●●

www.va-interactive.com/inbusiness/editorial/finance/ibt/cash_bud.html

●●

www.slideshare.net/barneyn/preparation-of-a-cash-budget
Preparing Cash Budgets

6.1 Calculating variances
●●

www.accountingcoach.com/standard-costing/explanation

●●

www.accountingtools.com › Cost Accounting Topics

●●

classes.bus.oregonstate.edu/.../Management%20Accounting%20Chapter...

●●

kfknowledgebank.kaplan.co.uk › ACCAPEDIA › Wiki Pages
Standard Costing: Explanation
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●●

www.businessdictionary.com/definition/standard-cost.html
What is Standard Cost? Definition and Meaning

●●

accountingexplained.com › Managerial Accounting
Standard Costing and Variance Analysis

●●

www.accountingcoach.com/standard-costing/explanation/5
Fixed Overhead – Standard Cost and Variances - …

●●

accounting-simplified.com/.../variance-analysis/fixed-overhead/...
Fixed Overhead Volume Variance

●●

accounting-simplified.com/.../variance.../fixed-overhead/total.html
Fixed Overhead Total Variance

●●

kfknowledgebank.kaplan.co.uk/KFKB/Wiki Pages/Variance Analysis...
ACCAPEDIA

●●

www.accountingtools.com/...is-the-fixed-overhead-volume-variance.html
What is the Fixed Overhead Volume Variance?

●●

classes.bus.oregonstate.edu/spring-06/ba422/Management ...
Cost Variances For Variable And Fixed Overhead

●●

smallbusiness.chron.com › Advertising & Marketing › Analysis
Fixed Overhead Variance Analysis

●●

www.accountingtools.com/fixed-overhead-spending-varian
Fixed Overhead Spending Variance

●●

www.futureaccountant.com/standard-costing-variance-analysis/study...
Fixed Overhead Volume Variance – Future Accountant

7.1 Process costing
●●

www.accaglobal.com/content/dam/acca/global/.../sa_june11_process2.pd...

●●

www.accountingtools.com › Cost Accounting Topics

●●

www.wyzant.com › Resources › Lessons › Accounting
Process Costing

●●

www.accountingcoach.com/blog/what-is-process-costing

●●

www.businessdictionary.com/definition/process-costing.html
What is Process Costing?

8.1 Investment appraisal
●●

www.capital-investment.co.uk/capital-investment-appraisal.php
Capital Investment Appraisal

●●

kfknowledgebank.kaplan.co.uk › ACCAPEDIA › Wiki Pages
Basic investment appraisal techniques
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●●

www.investopedia.com/terms/d/dcf.asp
Discounted Cash Flow (DCF) Definition

●●

www.investopedia.com/.../3/discounted-cash-flow/introduction.aspx
Introduction To Discounted Cash Flow Valuation

●●

www.investopedia.com/terms/n/npv.asp

●●

www.mathsisfun.com/money/net-present-value.html

●●

www.financeformulas.net/Net_Present_Value.html

●●

www.businessdictionary.com/definition/net-present-value-NPV.html

●●

accountingexplained.com › Managerial Accounting › Capital Budgeting
Net Present Value (NPV)

●●

www.mathsisfun.com/money/internal-rate-return.html

●●

www.investinganswers.com › Financial Dictionary › Investing

●●

www.investopedia.com/terms/i/irr.asp
Internal Rate Of Return (IRR)

9.1 The role of MIS
●●

www.inc.com/encyclopedia/management-information-systems-mis.html

●●

mays.tamu.edu/info/what-is-mis/

●●

www.mu.ac.in/mis.pdf

●●

www.businessdictionary.com/.../management-information-system-MIS.ht...
Management information system (MIS)

●●

www.out-law.com/page-389

●●

org.uk/content/confidentiality-and-sharing-information
Confidentiality

●●

www.sra.org.uk/solicitors/handbook/code/part2/rule4/content.page
Confidentiality and Disclosure

10.1 Accounting systems
●●

www.ukessays.com/essays/engineering/integrated-accounting-system.php

●●

www.caclubindia.com/articles/integrated-accounting-system-an...

●●

smallbusiness.chron.com › Accounting & Bookkeeping › Accounting

●●

buildyournumbers.com › Accounting Basics & Insights

●●

www.ehow.com › … › Business Management › Other Business Management

●●

www.dbti.com/dbti/OVERVIEW/IASOVERVIEW.htm

●●

www.cimaglobal.com/Thought-leadership/Research-topics/Management...
Integrated Accounting System
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Other helpful websites
●●

www.bized.co.uk/learn/index.htm
Aimed at the business student but lots of examples and hints specifically for accounting
studies

●●

www.accountingweb.co.uk/
Aimed at accountants in practice. Useful for keeping up to date with practical matters

●●

www.tutor2u.net/business/presentations/accounts/costmanagementaccounting
Includes free resources and revision notes for students and teachers

●●

www.cimaglobal.com
The website for the Chartered Institute of Management Accountants

●●

http://accountancystudents.co.uk/
An accounting community with free resources for those studying with professional
accounting bodies

●●

www.accaglobal.com/uk/en/student.html
Support for ACCA students. This section provides information, advice and resources
including syllabuses, study guides and past exam papers
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Glossary of International Accounting
Standards terminology
The following is a glossary of the comparison between the International Accounting
Standards (IAS) terminology and the UK GAAP (Generally Accepted Accounting Practice in
the UK) terminology. IAS terminology is used in the content of the LCCI financial and quantitative suite of qualifications but not all terms are present in all levels of the qualifications.
Centres should be aware that these terms are also referred to as International Financial
Reporting Standards (IFRS), in certain contexts within the industry, however the definitions and meaning remain the same.
IAS terminology

Previously used UK GAAP terminology

Financial statements

Final accounts

Statement of profit or loss and other
comprehensive income

Trading and profit and loss account

Revenue

Sales

Raw materials/ordinary goods purchased

Purchases

Cost of sales

Cost of goods sold

Inventory

Stock

Work in progress

Work in progress

Gross profit

Gross profit

Other operating expenses

Sundry expenses

Allowance for doubtful debt

Provision for doubtful debt

Other operating income

Sundry income

Investment revenues/finance income

Interest receivable

Finance costs

Interest payable

Profit for the year

Net profit

Retained earnings

Profit/loss balance

Statement of changes in equity
(limited companies)

Appropriation account
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Statement of financial position

Balance sheet

Non-current assets

Fixed assets

Property

Land and buildings

Plant and equipment

Plant and equipment

Investment property

Investments

Intangible assets

Goodwill, etc.

Current assets

Current assets

Inventory

Stock

Trade receivables

Debtors

Other receivables

Prepayments

Bank and cash

Bank and cash

Current liabilities

Current liabilities/creditors: amounts due
within 12 months

Trade payables

Creditors

Other payables

Accruals

Bank overdraft and loans

Loans repayable within 12 months

Non-current liabilities

Long-term liabilities/creditors: amounts
falling due after 12 months

Bank (and other) loans

Loans repayable after 12 months

Capital or equity

Capital

Share capital

Share capital

Statement of cash flows

Cash flow statement

Other terms
Inventory count

Stock take

Carrying value

Net book value
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