ABB (activity-based budgeting) 453
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ABC (activity-based costing) 300,
314-17, 318, 319, 450, 466, 468
ABM (activity-based management)
450-1, 468
absorption costing 285, 287, 318-19
activity-based costing (ABC)
300, 314-17, 318, 319, 450,
466, 468
classification of costs 287-8
decision making and 372-3
direct costs, allocation of see
direct costs
indirect costs, absorption of 285,
302-19, 448
key points 318-19
pre-determined absorption rate
312-13,373
questions to ask 317
standard 351, 361
total 287
account 5,50
books of 8,50
capital 52,77,78
accountants 455, 4567
behaviour of and towards 278-80
perception of 2
profession 13-14
service provided by 3-4
terms used by 23—4
accounting
branches of 8-12
defects in profit calculation 86-90
definition 4, 24
framework 36-9, 254-6
historical development 5-6, 33—4
nature and purpose 4-5,24-5
sources of authority 30-1
accounting equation 47-9
accounting periods 25
accounting policies
case study on 171-3

accounting profit 74, 92
defects in calculation 86—-90
accounting rate of return (ARR)
426-8
accounting rules 23-5
boundary 25-7
ethical 29-30

measurement 27-9
accounting standards 468
conceptual framework 36-9,
254-6
differences between UK
standards and IASs 37
IASs see international accounting
standards
IFRSs 36, 37,197
UK 30, 31, 32, 33-5, 37, 253
Accounting Standards Board (ASB)
33-4, 36, 37, 195, 251
projects 253—4
Statement of Principles for
Financial Reporting 37-9, 206
Accounting Standards Committee
(ASC) 34
accounting technicians 13
accruals 82-3,90, 135
accumulated fund 138
acid test ratio 222-3
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budgeting (ABB) 453
costing (ABC) 300, 314-17, 318,
319, 450, 466, 468
management (ABM) 450-1, 468
administrators of companies 12
advanced manufacturing
technology (AMT) 447
Aegis 374
A.G. Barr plc 183, 199-200
Aggreko 182,204, 205, 206, 207-8
Alcatel Lucent 371
Alcoa 402
American Italian Pasta Company
57

annual reports and accounts of
companies 108-9, 178-80,
192-3,195-6
abbreviated 108
auditors’ report 206-8
chairman’s statement 183-5, 192
Companies Act 2006 17, 33, 108
corporate governance 185-7
corporate reporting 185-90
corresponding figures 198
directors’ remuneration report
189-90
directors’ report 187-9
group accounts see separate entry
introductory material 181-3
key points 193,210
overview 180-1
periodic summary 208-9
questions to ask 192,209
shareholder information 190-1
summary of disclosure
requirements 109
appropriation of profit 111,224
Arthur Andersen 60
assets
current 77,78, 83
definition of 4, 48
fixed 77,78, 80-2,90, 111
measurement 38
associated companies 198
Association of Accounting
Technicians (AAT) 13
Association of Chartered Certified
Accountants (ACCA) 13-14,
35, 445
audit/auditors 10-11, 258-60, 273,
277-8
definition of audit 10
directors’ report 188
internal 11,277-8
report 206-8
authorized share capital 106
automation 448
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average cost stock pricing 289
avoidable costs 401

backflush costing 451-2
bad and doubtful debts 84-6, 90
balance sheet 74-8, 112—-13,115-17
consolidated 198, 202—4
fixed assets 82
not-for-profit sector 137-8
trade debtors 84
vertical format 202
balanced scorecard 458-9
bank loans 113,437
bank overdraft 436
Bank of Spain 84
bankruptcy 12
Barger, Dave 325
Barratt 292
BBC 140
behavioural considerations
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accountants 278-80
budgeting 331, 338—40
selling price 384-5
benchmarking 457-8
bills of exchange 437
Boeing 300
book entry 130
book-keeping 8
cost 10
double-entry 5-6, 29, 47-59, 65,
141
questions to ask 63—4
books of account 8, 50
bottlenecks 464
boundary rules 25-7
Boyle, Paul 397
break-even charts 379-82, 384
break-even formulae 385
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British Olympic Association 146
budget committees 328
budget periods 329
budgetary control 326-7, 328, 329,
331, 336, 338-41, 448
budgeting 275, 32441, 448
activity, level of 329, 336-7, 338,
341
behavioural consequences 331,
338-40
better and beyond 453—4
comprehensive example 331-5
criticism of 452-3
key points 341

procedure 327-31

questions to ask 340
budgets 451

definition 326

fixed and flexible 336-8, 341

forecasts and 329

functional 331, 341

master 326, 331, 336
business review 188
buy or make decisions 403, 405-6,

413

C & C group 277
Cadbury Committee 185-6
Cairn Energy plc 186, 187, 188,
189, 190, 201, 205, 215, 216,
455-6
capacity ratios 352—4
capital
account 52,77,78
cost of 430
definition of 48
see also share capital
capital allowances 435
capital gearing ratio 231
capital investment 419-21, 439
appraisal methods 421-33, 439
net cash flow 422,423,426, 428,
430,432, 433-5
questions to ask 438-9
sources of finance 435-8, 439
capital reserves 113
capital/revenue distinction 74, 75,
90, 420-1
cash and accounting profit 90, 147
cash at bank 52
cash budgets 331
cash flow statements (CFS) 145
case study on 174-6
consolidated 161, 198
definitions of cash 155-6, 160
direct method 147-9, 162
FRS 1 153-8, 160, 161-2
IAS 7 153, 158-60, 161-2
indirect method 147-8, 150-2,
153,158,162
key points 161-2
nature and purpose 1467
preparation 147-53
questions to ask 161
cash in hand 52
Cattles 73
central government 17, 138-9
chairman’s statement 183-5, 192
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Chartered Institute of
Management Accountants
(CIMA) 13-14, 339
Chartered Institute of Public
Finance and Accountancy
(CIPFA) 13-14
closure decisions 402—4, 413
Coke, Iain 22
colleges 140
Combined Code 186
commercial paper 437
committed costs 401
companies 16-17, 32-3, 104-5, 273
accounts 109, 111-18
debentures 108,113,438
directors 11, 109, 187-90, 191,
258,259
disclosure of information see
annual reports
listed 107, 161, 186, 188, 189,
197,252,254
share capital 106-7, 113,117,438
taxation see separate entry
types of 107
Companies Act 2006 17, 31-3, 39,
108,178, 187,189, 197
comparability 38, 255,257
compensating errors 63
complementary products 384
completeness 38, 255
computerization 447, 448
conceptual framework 36-9,254-6
consistency 29, 38
consolidated or group accounts
32,161,198
balance sheet 198,202—4
cash flow statement 161, 198,
204-5
income statement 198, 199-200
statement of recognized income
and expense 198,201-2
formats 200, 202
notes to financial statements
205-6
constraints, theory of (TOC) 464
construction industry 259, 329
contemporary issues in financial
accounting/reporting 249-61
continuous weighted average (CWA)
cost method 289, 292-3
contribution 371, 374-5
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application 377-9
assumptions 3756
charts and graphs 379-83
contribution 371, 374-5
format 3767
formulae 385-8
key points 392
limiting factors 388-90
questions to ask 391
reservations 384-5

contribution graphs 381-2, 384

control mechanisms 276, 311
budgetary control 326-7, 328,

329,331, 336, 338-41, 448
standard costing 349, 365
convertible unsecured loan stock
438

corporate governance 185-7

corporate responsibility 455-6

corporation tax see taxation

cost accounting 6, 273, 276, 284-5
absorption costing see separate

entry
backflush costing 451-2
classification of costs 287-8
marginal costing see separate
entry
product life cycle costing 459-60
responsibility accounting 286,
296, 311
target costing 462-3
throughput accounting 463-5
cost book-keeping 10
cost of capital 430
cost centres 286, 287, 296, 302—6,
318-19, 331, 348, 454

cost drivers in VCA 466

cost pools and cost drivers 315,
318, 319, 450, 453, 466

cost variances 355-61, 365

cost-based pricing 295, 315, 408
cost-plus 287,311, 312-13, 408
internal 409-10

costs, classifications of 287-8,

400-1, 456
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credit sales 28,437

creditor accounts 52

credits 50-1, 54-9

cumulative preference shares 107

currency translation differences 201

current assets 77,78, 83

current assets ratio 222

current liabilities 77,78, 83,111,
4367

current value accounting 38

Darling, Alistair 270
debentures 108, 113, 438
debits 50-1, 549
debtor accounts 53
debts, bad and doubtful 84-6, 90
decision-making 396-7
absorption costing and 372-3
cost classification 400-1
information for 277,397-9, 413
key points 413-14
questions to ask 412
types of decision 402-12
see also capital investment;
contribution analysis
deflation 27
depreciation 80-2,90, 111
tax 435
Desnos, Fabrice 213
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development expenditure 451, 460
devolved government 17
Devro plc 182, 186, 187,190, 191
direct costs 128, 129, 285, 287, 288,
296
cost data for standard costing
350-1
labour 129, 294-5, 296, 297,
4634
materials 129, 288-93, 296
other costs 129, 295, 296, 297
questions to ask 295
direct labour cost variances 356,
359-60
direct material cost variances 356,
359
directors 109
auditors 11, 258, 259
remuneration report 189-90, 191
report 187-9
disclosure of information see
annual reports
discount table 478
discounted payback method of
investment appraisal 4246,
433
discounts
allowed and received 53
trade 54

dividend cover 230
dividend yield 216, 229-30
dividends 107, 108, 110
interim and final 110
proposed 113,118
double-entry book-keeping 5-6,
29,50-1, 141
accounting equation 47-9
balancing each account 57-9
choice of accounts 51-4
entering transactions 54—6
key points 65
ledger account example 56—7
doubtful debts 84-6, 90
drawings 53,110
Dress2Kill 311
dual aspect rule 29, 46

earnings per share (EPS) 200, 230
efficiency ratios 226-9, 235, 237,
247
management accounting 352,
353,354
emerging issues in management
accounting 445-68
Enron 5
entities 37,110, 256
boundary rule 25,27
definition of 4
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environmental accounting 445,
454-7, 468
errors 38,255
budgeting 341
trial balance 62-3
ethical rules 29-30
Eurobond loan capital 438
European Union 36, 37, 39, 126,
161,178, 197, 249, 254
expectations gap 5,259
external auditors 10-11, 188, 206-8,
258-9, 273,277-8

factoring 436-7
faithful representation 38, 255
fashion industry 25, 329
filing of accounts 103, 108, 178, 192
final dividends 110
finance, sources of 435-8, 439
financial accounting 6, 8,271-2
definition of 8
differences between management
and 272,278-9
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Board (FASB) 254-6,257-38,
261
financial management 11, 277
financial reporting 8, 177
see also annual reports and
accounts of companies
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34,185, 251
financial reporting standards
(FRSs) 34
FRS 1 145, 153-8, 160, 161-2, 204
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22,31,178
financial statements
case study on preparation of
169-70
companies 109, 111-18
key points 92
objective of 37
preparation of basic 74-8
questions to ask 91,117
vertical and horizontal formats 77
year end adjustments 78-86
see also group accounts
first-in, first-out (FIFO) stock
pricing 289, 290-1
fixed assets 77,78
balance sheet disclosure 82
depreciation 80-2,90, 111
fixed assets turnover ratio 227
fixed costs 287,373, 375-6, 384,
398, 400-1
fixed production overhead
variances 357, 360-1
flexible and fixed budgets 336-8,
341
case study 471-2
floating charges 436
forecasts 329
foreign currency net investments
201
framework, conceptual 36-9,254-6
fraud 5,11, 259
Freddie Mac and Fannie May 50
fully-paid shares 106
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General Motors 150

going concern 26, 258, 259
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government accounts 138-40, 141
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Greggs 327
gross profit or loss 75,200
gross profit ratio 225
group accounts 32,161, 198
consolidated balance sheet 198,
202—4
consolidated cash flow statement
161, 198, 204-5
consolidated income statement
198, 199-200
consolidated statement of
recognized income and
expense 198,201-2
formats 200, 202
notes to financial statements
205-6
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statements 218-19

income and expenditure accounts
136-7
incremental costing 373,410
indexing future cash flows 434
indirect costs 285, 287, 288, 296,
300-1, 448
activity-based costing (ABC)
300, 314-17, 318, 319, 450,
466, 468
comprehensive example 309-11
cost data for standard costing
350-1
financial statements:
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129-30
materials 289
non-production overhead
311-12,319
pre-determined absorption rate
312-13,373
production overhead 301-9,
318-19
Industrial Revolution 6,273, 285
inflation 27, 80, 90, 215, 434
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in Scotland (ICAS) 13-14
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Standards Board (IASB) 35-6,
37,202, 249, 251, 254, 255, 261
joint projects with FASB 254-6,
257-8, 261
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international accounting standards
(IASs) 30,31, 32, 35-6, 37,197
IAS1 197,210
IAS 7 145,153, 158-60, 161-2,
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IAS 18 2567
1AS 27 197
IAS 28 197
IAS 33 252
IAS 37 252
IAS 39 249
international financial reporting
standards (IFRSs) 36, 37, 197
interpretation of accounts 213-14,
238-9
case study 2667
definition 215
key points 239
limited information 215-16
procedure 217-21
questions to ask 238
ratio analysis 219, 221-37, 239,
247-8
users 216
inventory see stock
investment appraisal see capital
investment
investment centres 286, 296, 302
investment ratios 229-31, 235-6,
237,248
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investments 113
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ITN 112
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KV Pharmaceutical Co. 324
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lean accounting 347
leasing 437
ledger accounts 50-1, 54-7
Leigh, Edward 138
liabilities
current 77,78,83,111,436-7
definition of 4, 48
long-term 108, 113, 438
measurement 38
life cycle costing 459-60
limited liability companies 16-17,
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limited liability partnerships
(LLPs) 16, 32
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analysis 388-90
liquidation 12, 107
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188, 189, 197,252,254
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loans 108, 113,438
local government 17, 139, 435
budgeting 329-30
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34,107, 185,186
long-term finance 108, 113,438
sources of 438
long-term planning 274-5

McKenna, Judith 433
make or buy decisions 403, 405-6,
413

management accounting 9-10, 272
behavioural considerations
278-80
definition 9,272
differences between financial and
272,278-9
functions 274-8
historical review 273—4, 446-8
key points 281
questions to ask 280
managers
budgets: behavioural
consequences 331, 338—40
management accountants and
278-80
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role of 3-4,74,146,179,271,
277, 325,372,420, 439
manufacturing sector 14, 15,274,
349, 447-8, 467
accounts for 128-32, 135, 141
margin of safety 385
marginal cost equation 374, 385
marginal costing 287, 351, 372-3
application 377-9
assumptions 375-6
charts and graphs 379-83, 384
contribution 371, 374-5
format 3767
formulae 385-8
key points 392
limiting factors 388-90
questions to ask 391
reservations 34-5
mark-up ratio 225
master budgets 326,331, 336
matching rule 28-9
materiality 29, 38, 255
materials see under direct costs
measurement rules 27-9
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437
money measurement 27
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Napier, John 374
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net cash flow 398,422,423, 426,
428,430,432,433-5
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net present value (NPV) method of
investment appraisal 428-30,
433

net profit or loss 75
appropriation of profit 111,224
cash and accounting profit 90,
147
defects in method of calculating
profit 86-90
net profit ratio 226
neutrality 38, 255,260
Norton, D.P. 458
not-for-profit sector 17-18
balance sheet 137-8
government accounts 138—40, 141
income and expenditure account
136-7, 141
questions to ask 140
notes to financial statements 205-6

objective of financial statements 37
objectivity 29-30, 38
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operating statements 363—4
case study 473—4
opportunity costs 398,401,410
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outsourcing 372,403, 405-6, 448
overheads/indirect costs 285, 287,
288,296, 3001, 448
activity-based costing (ABC)
300, 314-17, 318, 319, 450,
466, 468
comprehensive example 309-11
cost data for standard costing
350-1
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129-30
materials 289
non-production overhead
311-12,319
pre-determined absorption rate
312-13,373
production overhead 301-9,
318-19
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payback method of investment
appraisal 421-3
discounted 424—6, 433
pension costs 35
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457-9
standard costing 349, 3524, 365
see also interpretation of accounts
periodic summary 208-9
periodicity 25, 329, 349, 384, 454
petty cash 53
PNC Global Investment Services
372
Porter, M.E. 466
preference shares 107, 438
prepayments 83,90, 135
price index 434
price to earnings ratio (P/E) 230-1
pricing 413
case study 475-6
contribution and behavioural
factors 384-5
cost-based 287,295,311, 312—
13,315, 408
market-based 407-8
standard costing 349
transfer 407, 409-10, 413-14
prime cost 129
calculation of 288-95
principles-based approach 39, 252,
254
private limited companies (Ltd)
32,107
disclosure of information 108-9
privatization 448
probability testing 398-9
product costing 141, 285, 448
absorption costing see separate
entry
backflush costing 451-2
marginal costing see separate entry
product life cycle costing 459-60
target costing 462-3
throughput costing 463-5
production cost centres 286,
303-6, 318-19
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appropriation of 111,224
cash and accounting 90, 147
defects in method of calculating
86-90
profit centres 286, 296, 302
profit and loss account 74-8, 111
service entities 133-5
profit and loss appropriation
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profit-making sector 14-17
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profitability ratios 223-6, 234-5,
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public limited companies (PLCs)
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Pulte 435
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qualitative characteristics of
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quantitative information 27
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186, 188, 189, 197, 252, 254

ratio analysis 219,221, 239
efficiency ratios 226-9, 235, 237,
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235-6, 237, 248
liquidity ratios 222-3, 234, 236,
247
profitability ratios 223-6, 234-5,
237,247
realization rule 28
receivers 12
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reducing balance depreciation 80,
81
Registrar of Companies 103, 108,
178,192
relevance 30, 38, 255
relevant costs 372, 398, 401
reliability 38,255
Rentokil 377
reporting entities 37
research expenditure 451, 460
reserves 113
resource accounting 138-9
responsibility accounting 286, 296,
311,328
return on capital employed
(ROCE) ratio 223-5
revaluation of property 80
reserve account 113
statement of recognized income
and expense 201

revenue, recognition of 256-8

revenue reserves 113

revenue/capital distinction 74, 75,
90, 420-1

rights issue 438
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rolling budgets 453
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rules-based approach 39, 252

sales account 53
sales budget 329
sales variances 351, 361-2, 365
Sanyo 110
Satyam Computer Services 103
scandals in accounting 5, 258, 259
secondary legislation 33
segmentation of business entities
286,296
segmentation in profit and loss
account 133
selling prices see pricing
service cost centres 286, 303-6, 318
service sector 15,274,287, 448,
466, 467
accounts 132-5, 141
share capital 106-7, 438
share premium account 113,117
shareholders 11,108, 110, 258, 273
directors’ remuneration 189
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190-1
rights issue 438
shareholders’ funds 113
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short-term finance, sources of
436-7
short-term planning see budgeting
shutdown decisions 402—4, 413
Siemens 284
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Simmonds, K. 461
small and medium sized
enterprises (SMEs) 32, 33,
108, 109, 252, 271, 468
Smith, Terry 195
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sole trader accounts 31-2
accounting defects 86-90
key points 92
preparation of financial
statements 74—8
questions to ask 91



INDEX 519
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company 104, 105
taxation 110
term ‘sole trader’ 15-16
year end adjustments 78-86
sources of authority 30-1
special orders 410-12,414
standard costing 289, 347-65, 449
attainable, basic and ideal
standards 350
cost variances 355-61, 365
definitions 349
key points 365
operating statements 363—4,
473-4
performance measures 349,
352—4, 365
period 439
questions to ask 364
sales variances 351, 361-2, 365
uses 349
statement of recognized income
and expense 198,201-2
statements of standard accounting
practice (SSAPs) 33,34, 35
SSAP 9 35, 289,291,312
stock 53,89, 90
average cost pricing 289
continuous weighted average
(CWA) cost method 289,
292-3
first-in, first-out (FIFO) pricing
289, 290-1
manufacturing account 130, 131
standard cost 289, 349
valuation: SSAP 9 291, 312
year end adjustment 79
stock turnover ratio 226-7
straight-line depreciation 80, 81
strategic business units (SBUs) 466
strategic management accounting
(SMA) 461-2
strategic planning 274-5
strategy, definition of 461
subsidiaries 198
sunk costs 401

target costing 462-3
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taxation 110-11, 113, 145
appropriation of profit 111,224
avoidance and evasion 11
future net cash flow 435
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stock valuation 291
transfer pricing 409
value added tax 31, 145

tender prices 295,311, 312

theory of constraints (TOC) 464

throughput accounting 463-5
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time period
budgets 329, 454
financial accounting 25
fixed and variable costs 384
standard costing 349

timeliness 255

total absorption costing 287

total cost/production cost pricing

408
total quality management (TQM)
447, 449

trade credit insurance 213,270

trade credit/creditors 53, 436
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trade debtors 54, 84

trade discounts 54
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trading account 74-7, 111, 141
manufacturing account 130, 132

trading sector 14-15

transfer pricing 407, 409-10,

413-14
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201
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errors 62-3

understandability 38, 206, 255, 257
Uniq 375
United States 36, 39, 273—4, 336
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456
FASB 254-6,257-8, 261

product life cycle costing 460
revenue recognition 257
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unsecured loan stock 438
users of financial information 6,
37,216,272,455

value added tax 31, 145
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variable costs 287,373, 375—6, 384,
400, 463
as basis for pricing 408
transfer pricing 410
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variances 356—7, 360
variances 276, 326,327, 336, 338,
339, 348
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cost 355-61, 365
definitions 349
investigation of 364
operating statements 363—4
sales 351, 361-2, 365
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verifiability 255
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statements 218-19

Wolverine Tube 290
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year end adjustments 78
accruals and prepayments 82-3
bad and doubtful debts 84—6
depreciation 80-2
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zero-based budgeting (ZBB) 453



