Standard Costing
Setting a budget, then analysing the actual outcome. Adverse, favourable, neutral
Triangles A, B, C 










Profit and loss statement
Absorption costing – allocation and apportionment
Allocation is pre-determined
Apportionment is calculated using a formula
No best method
Apportionment is for indirect costs
Always calculate totals
Marginal costing
Contribution = Selling price (less VAT) less the variable cost. Do this first
Break-even = Fixed costs divided the contribution
No graphs or charts to worry about
Note all formulae
Profit and loss accounts
Activity-based costing (ABC)
No calculations
Need to explain the difference between ABC and traditional costing methods
Cash and profit budgeting
Difference between cash and profit
Remember time lags and percentage splits
You will be given partly-completed budgets and asked to fill in the gaps
Need to know the layouts for cash and profit statements

Pricing theory
Fixed and variable costs – need to know the difference
Strip out VAT unless you are asked for a final selling price
Make a note of formula for profit in selling price
Costs x 100
100-required profit
Remember the decision-making rule for discounted prices
Working capital management
List all formulae – working capital amount, current liabilities and current assets, current ratio, Acid test ratio, receivable days, payable days, inventory days, (stock turnover) etc.
Percentage change values or relative values, or performance measurement – Newer less the older divided by the older multiplied by 100 whether positive or negative.
Remember, if ratios are already in percentages, just the difference
Calculations for certain ratios
Margins - net profit margin = net profit/sales x 100, gross profit margin= gross profit/sales x 100
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