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LEARNING MEDIA

How the BPP ACCA-approved Study Text can help you
pass — AND help you with your Practical Experience
Requirement!

Before you can qualify as an ACCA member, you do not only have to pass all your exams but also fulfil a
three year practical experience requirement (PER). To help you to recognise areas of the syllabus that
you might be able to apply.in the workplace to achieve different performance objectives, we have
introduced the ‘PER ale ature. You will find this feature throughout the Study Text to remind you that

what you are learning to ﬂ 3s your ACCA exams is equally useful to the fulfilment of the PER
requirement.

help you whilst studying and improve your chances of exam success

Our Texts are completely focused on helping you pass your‘ exam.

Our advice on Studying F2 outlines the contentof,,thé«paber, the necessary skills the examiner expects
you to demonstrate and any brought forwgmrknowle"dge you are expected to have.

Exam focus points are included within,zthe"chapters to provide information about skills that you will need
in the exam and reminders of important points within the specific subject areas.

You can find the sylla

www.accaglobal.co ents/study_exams/qualifications/acca_choose/acca/fundamentals/ma

udy Guide and other useful resources for F2 on the ACCA web site:

s all aspects of the syllabus to ensure you are as fully prepa(gdrqu‘"thé" exam as

Testing yourself helps you develop the skills you need to pass the'exam and also confirms that you can
recall what you have learnt.

We include Exam-style Questions — lots of them - both withm hapters and in the Exam Question Bank,
as well as Quick Quizzes at the end of each chapter to fggt your knowledge of the chapter content.
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Chapter features

Each chapter contains a number of helpful features to guide you through each topic.

Topic list
. Tells you what you will be studying in this chapter and the
relevant section numbers, together with the ACCA
syllabus references.

= Puts the chapter content in the context of the syllabus as
Introduction i y
a whole.
Stlldv Guide Links the chapter content with ACCA guidance.

Highlights how examinable the chapter content is likely to
be and the ways in which it could be-examined.

Summarises the content of mair chapter headings,
FASTFORWARD ) 2 . . j . .
allowing you to preview and review each section easily.

Exam Guide

Demonstrate how to apply key knowledge and

Examples techniques.
Kev t Definitions of important concepts that can often earn you
e easy marks'in exams.
Provide information about skills you will need in the exam
Exam focus points and reminders of important points within the specific

subject area.

Formulae that are not given in the exam but which have to
Formula to learn

be learnt.
This is a new feature that gives you a useful indication of
syllabus areas that closely relate to performance
ale

objectives in your PER.

Give you essential practice of techniques covered in the
chapter.

Provide real world examples of theaties and techniques.

Ghapter Roundup A ful! l!st of the Fast FO{WardS' iqci'uded in the chapter,
providing an easy source of review.

A quick test of"yourrknowledge of the main topics in the
chapter.

Found at the back of the Study Text with more
comprehensive chapter questions.

Exam Question Bank

m Introduction @/
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Studying F2

This paper introduces you to costing and management:accounting techniques, including those techniques
that are used to make and support decisions. It provndes a basis for Paper F5 — Performance
Management.

The examiner for this paper is David Forster who was previously the examiner for Paper 1.2 under the
previous syllabus. His aims are to test your knowledge of basic costing and management accounting
techniques and also to test basic application of knowledge.

1 What F2 is about

F2 is one of the three papers:that form the Knowledge base for your ACCA studies. Whilst Paper F1 —
Accountant in Business gives you a broad overview of the role and function of the accountant, Papers F2 —
Management Accounting and F3 — Financial Accounting give you technical knowledge at a fundamental
level of the two.major areas of accounting. Paper F2 will give you a good grounding in all the basic
techniques you.need to know in order to progress through the ACCA qualification and will help you with
Papers F5 — Performance Management and P5 — Advanced Performance Managementm particular.

Z\What skills are required?

The paper is examined by computer-based exam or a written exam consisting of objective test questions
(mainly multiple-choice questions). You are not required, at this level,'to demonstrate any written skills.
However you will be required to demonstrate the following.

© Core knowledge — classification and treatment:of costs, accounting for overheads, budgeting and
standard costing, decision-making.

° Numerical and mathematical skills — regression analysis, linear programming.

© Spreadsheet skills — the paper will test your understanding of what can be done with

spreadsheets. This section will:be particularly useful to you in the workplace.

3 How to improve your chances of passing

You must bear the following pbints in mind.

° All questions:in ‘thé paper are compulsory. This means that you cannot avoid studying any part of
the syllabus:*The examiner can examine any part of the syllabus and you must be prepared for him
to.do so

© The best preparation for any exam is to practise lots of questions. Work your way through the

‘chk Quizzes at the end of each chapter in this Study Text and then attempt the questions in the
Exam Question Bank. You should also make full use of the BPP Praciice and Revision Kit.

° In the exam, read the questions carefully. Beware any question that Iooks like one you have seen
before — it is probably different in some way that you haven’t Spotted.

. If you really cannot answer something, move on. You.can.always come back to it.

° If at the end of the exam you find you have not answ,,ered';all of the questions, have a guess. You

are not penalised for getting a question wrong and there is a chance you may have guessed
correctly. If you fail to choose an answer, you have no chance of getting any marks.

Introduction m



The exam paper

Format of the paper

The exam is a two hour paper that can be taken either as a paper-based or computer-based exam.

There are 50 questions in the paper <40 questions will be worth two marks each whilst the remaining 10
questions are worth one mark each. There are therefore 90 marks available.

The two mark questions will have a choice of four possible answers (A/B/C/D) whilst the one mark
questions will have a choice of two (A/B) or three possible answers (A/B/C). The one and two mark
questions will be interspersed and questions will appear in random order (that is, not in Study Guide
order). Questions on.the same topic will not necessarily be grouped together.

Questions will be a mix of calculation and non-calculation questions in a similar mix to the pilot paper. The
pilot paper.can be‘found on the ACCA web site:
www.accaglobal.com/students/study_exams/qualifications/acca_choose/acca/fundamentals/ma/past papers.

The examiner has indicated that the pilot paper is an extremely useful guide to the mix of questions
that.you might expect to find in the ‘real’ exams. You should therefore study the pilot paper carefully to
get an idea of the weighting that each syllabus area will be given in.the exam.

Exam formulae sheet

You will be given an exam formulae sheet in your exam. This is reproduced below, together with the
chapters of the Study Text in which you can find the formulae.

Regression analysis Economic order quantity
(Chapter 4 of Study Text) (Chapter 6 of Study Text)
Y bEx 2Cc,D

a="—-—

n n Cy,

= —"Z"Z;m{ Economic batch quantity
nxx“ —(2x)
(Chapter 6 of Study Text)
nzxy — Xxzy

F=

VEx2—(2x)?)(nzy? - (zy)?)

= *’% / /
m o N SRR e S R S - | 7 .



Before you begin ... Are you
confident with basic maths?



N EE, BB SE  BPDFIE 15 7] ;. www. ertongbook. com




1 Using this introductory chapter

The Paper F2 — Management Accounting syllabus assumes that you have some knowledge of basic
mathematics and statistics. The purpose of this introductory chapter is to provide the knowledge required
in this area if you haven't studied it before, or to provide a means of reminding you of basic maths and
statistics if you are feeling a little rusty in one or two areas!

Accordingly, this introductory chapter sets out from first principles a good deal of the knowledge that you
are assumed to possess in the main chapters of the Study Text. You may wish to work right through it
now. You may prefer to dip into it as-and when you need to. You may just like to try a few questions to
sharpen up your knowledge. Don't feel obliged to learn everything in the following pages: they are
intended as an extra resource to be used in whatever way best suits you.

2 Integers, fractions and decimals

2.1 Integers, fractions and decimals

An inted‘e‘r is‘awhole number and can be either positive or negative. The integers are therefore as follows.
..... w0, —4,-3,-2,-1,0,1,2,3,4,5.......

Fractions (such as '/z, /s, "%/, "/am, .....) and decimals (0.1, 0.25, 0.3135-.....) are both ways of showing
partsof a whole. Fractions can be turned into decimals by dividing the numerator by the denominator (in
other words, the top line by the bottom line). To turn decimals into-fractions, all you have to do is
remember that places after the decimal point stand for tenths, hundredths, thousandths and so on.

2.2 Significant digits

Sometimes a decimal number has too many digits.in it for practical use. This problem can be overcome by
rounding the decimal number to a specific number of significant digits by discarding digits using the
following rule.

If the first digit to be discarded is greater than or equal to five then add one to the previous digit.
Otherwise the previous digit is unchanged.

2.3 Example: Significant digits

(@)  187.392 correct.to five sighiﬁcant digits is 187.39
Discarding.a2 causes nothing to be added to the 9.

(b) 187.392'cgrréct to four significant digits is 187.4
Djécafdiﬁg‘ the 9 causes one to be added to the 3.

(c)  '187.392 correct to three significant digits is 167

Discarding a 3 causes nothing to be added to the 7.

Significant digits

What is 17.385 correct to four significant digits?

17.39

A
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- Basic maths

3 Mathematical notation
3.1 Brackets

Brackets are commonly used to indicate which parts-of @ mathematical expression should be grouped
together, and calculated before other parts. Inother words, brackets can indicate a priority, or an order in
which calculations should be made. The rule is as follows.

(@) Do things in brackets before doing things outside them.
(b)  Subject to rule (a), do things in this order.

(i) Powers and roots
(i) Multiplications and divisions, working from left to right
(iii)  Additions and subtractions, working from left to right

Thus brackets are used for the sake of clarity. Here are some examples.

(@)  3+6x8=51.This is the same as writing 3 + (6 x 8) = 51.

(b)  (8+6) x8=72. The brackets indicate that we wish to multiply the sum of 3.and 6 by 8.
(c) .12=4+2=10. This is the same as writing 12 — (4 + 2) =10 or 12 — (4/2)= 10.

(d) « (12=4) + 2 = 4. The brackets tell us to do the subtraction first.

A figure outside a bracket may be multiplied by two or more figures inside'a bracket, linked by addition or
subtraction signs. Here is an example. '

5(6+8)=5x(6+8)=5x6+5x8=70
This is the same as 5(14) =5 x 14 = 70

The multiplication sign after the 5 can be omitted, as shown here (5(6 + 8)), but there is no harm in
putting it in (5 x (6 + 8)) if you want to.

Similarly:
5(8-6)=5(2) =10; or
5x8-5x6=10

When two sets of figures linked by-addition or subtraction signs within brackets are multiplied together,
each figure in one bracket is multiplied.in turn by every figure in the second bracket. Thus:

(8 +4)(7 +2) = (12)(9).= 108 or
8x7+8x2+dix P 4x2=
56 +16 + 28 + 8= 108

3.2 Negative numbers

When a negativé number (—p) is added to another number (a), the net effect is to $ubtéact p from q.

(@ 10+ (-6)=10-6=4
(b) -10+(—6)=-10-6=-16

When a negative number (-p) is subtracted from another number (9); the net effect is to add p to g.

(8 12-(-8)=12+8=20
(b) -12-(-8)=-12+8=—4

When a negative number is multiplied or divided by another'négative number, the result is a positive
number. '

-8 x (—4) = +32
-18/(-3) = +6

If there is only one negative number in a multiplication or division, the result is negative.

lM!NING‘M.F.DIA



=8 x40 =32

3x(-2) =-6
12/(-4) =-3
-20/5 =4

Negative numbers

Work out the following.

(@ (72-8)-(-3+1)

88+8 (29-11)
+

by = 2
© 8@2-5-(4 -(-a))
@ 36 8K Nl

9-3 3-10" 3

64— (-2) =64 +2 =66

2)

c) -24-(12)=-36

(i

(b)™" 8+ (~9) =1
(

(d) —6-(-12) - (-27) =6+ 12 + 27 = 33

3.3 Reciprocals

The reciprocal of a number is just 1 divided by that number. For example, the reciprocal of 2 is 1 divided
by 2, ie V4.

3.4 Extra symbols

You will come across several mathematlcal signs in this book and there are six which you should learn
right away. /

(a)
(b)
(©)
(4)  smeans*
(e) "¢ means 'is not equal to'. So we could wnte 100. 004 = 100.
(f) ¥ means ‘the sum of’.

4 Percentages and ratios

4.1 Percentages and ratios

Percentages are used to indicate the relative size or pmporllon of items, rather than their absolute size.
For example, if one office employs ten accountants,six secretaries and four supervisors, the absolute
values of staff numbers and the percentage of the tgtal work force in each type would be as follows.

Accéunténtés; Secretaries Supervisors Total
Absolute numbers ' 6 4 20
Percentages _450% 30% 20% 100%

Basic maths _



m Basic maths

The idea of percentages is that the whole of something can be thought of as 100%. The whole of a cake,
for example, is 100%. If you share it out equally with a friend, you will get half each, or 1%/, = 509%
each.

To turn a percentage into a fraction or decimal you divide by 100. To turn a fraction or decimal back into a
percentage you multiply by 100%. Consider the following.

(@  0.16=0.16 x 100% = 16%
(b) 5= s x 100% = %% = 80%
(€)  40% =100 =% = 0.4

There are two main types of situations involving percentages.
(@)  You may be required to'calculate a percentage of a figure, having been given the percentage.

Question:  What is 40% of $64?
Answer: 40% 0f $64 = 0.4 x $64 = $25.60.

(b)  You may be required to state what percentage one figure is of another, so that you have to work
out the:percentage yourself.

Question:  Whatis $16 as a percentage of $64?

Answer: $16 as a percentage of $64 = gx 100% = % x100% =25%

In other words, put the $16 as a fraction of the $64, and then multi‘plyy by 100%.

4.2 Proportions

A proportion means writing a percentage as a proportion of 1 (that'is, as a decimal).
100% can be thought of as the whole, or 1. 50% is half of that, or 0.5. Consider the following.

Question:  There are 14 women in an 4udience of 70. What proportion of the audience are men?

Answer: Number of men =.70-14=56
. 56 8
Proportion of men® . = == = = _80% = 0.8
roportion & 20 =70

(@) %o or s is the fraction of the.audience made up by men.
(b)  80% is the percentage of the audience made up by men.
(c) 0.8 is the proportion of the audience made up by men.

4.3 Ratios

Suppose Tom has $12 and Dick has $8. The ratio of Tom's cash to Dick's cash is 12:8. This'can be
cancelled-down, just like a fraction, to 3:2. o y |

Usually an-examination question will pose the problem the other way around: Td’m and Dick wish to share
$20 out in the ratio 3:2. How much will each receive? B %

Because 3 + 2 = 5, we must divide the whole up into five equal parts, then g'tve' Tom three parts and Dick
two parts.

(@)  $20+5=$4 (so each part is $4)

(b)  Tom's share =3 x $4 = $12

(c)  Dick's share = 2 x $4 = $8 7 :

(d)  Check: $12 + $8 = $20 (adding up the two shares in the answer gets us back to the $20 in the
question).

This method of calculating ratios as amounts works no matter how many ratios are involved. Here is

another example.

Question: A, B, C and D-wish to share $600 in the ratio 6:1:2:3. How much will each receive?

Br),
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(i) How much was shared out in the first place?

(d)

Answer: (a) Numberofparts = 6+1+2+3=12,
(b)  Value of each part = $600+ 12 = $50
() A 6x%$50 = $300
B: 1x$50 = $50
C: 2x$50 = $100=.
D 3x$50 =%$150

(d)  Check: $300 + $50 + $100 + $150 = $600.

Ratios

Peter and Paul wish.to share $60 in the ratio 7 : 5. How much will each receive?
Bill and Ben own 3(j9 and 180 flower pots respectively. What is the ratio of Ben's pots: Bill's pots?

Tom, Dickahd Harry wish to share out $800. Calculate how much each would receive if the ratio
used was:

(), ~3:2:5;
(i), 51812
N 371

Lynn and Laura share out a certain sum of money in the ratio 4 : 5 and Laura ends up with $6.

(i)~ How much would have been shared out if Laura had got $6 and the ratio had been 5 : 4
instead of 4 : 5?

There are 7 + 5 = 12 parts

Each part is worth $60 + 12 = $5
Peter receives 7 x $5 = $35

Paul receives 5 x $5 = $25

Ben's pots: Bill's pots =180 :300=3:5

(i) Total parts = 10
Each part is worth $800 + 10 = $80
Tom gets+ 3 $80 = $240
Dick gets™ 2 x $80 = $160
Harry.gets 5 x $80 = $400
(ii) ¢ Same parts as (i) but in a different order.
. Tom gets  $400
. Dick gets ~ $240
" Harry gets  $160

(iii)  Total parts =5
Each part is worth $800 + 5 = $160
Therefore Tom gets $480
Dick and Harry each get $160

(i) Laura's share = $6 = 5 parts F oM, ™
Therefore one part is worth $6 + 5 = $1.20
Total of 9 parts shared out originally... .
Therefore total was 9 x $1.20 = =.$10.80

(i)  Laura's share = $6 = 4 parts_ ..
Therefore one part is worth.$6'+ 4 = $1.50
Therefore original total was 9% $1.50 = $13.50

Basic maths
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9 Roots and powers

5.1 Square roots :
The square root of a number is a value which, whensmultiplied by itself, equals the original number.
V9 =3,since3x3=9
Similarly, the cube root of a number is the Value which, when multiplied by itself twice, equals the original
number.
364 =4,since 4 x 4 x 4 =64

The nth root of a number is a value which, when multiplied by itself (n—1) times, equals the original
number.

5.2 Powers

Powers‘work“ the other way round.
Thus the Bth power 0f 2=2°=2x2x 2 x 2 x 2 x 2 = 64.

Similarly, 3* =3 x 3x 3 x 3 = 81.
Since /9 =3, it also follows that 3° = 9, and since Y64 = 4, 4° = 64.

When a number with an index (a 'to the power of' value) is multiplied by:the.same number with the same
or a different index, the result is that number to the power of the sum'of the indices.

@ 5° x5=5" x5 =5 _5°_195
(b)  4°x4°=459 - 45 _4 095

Similarly, when a number with an index is divided by the same number with the same or a different index,
the result is that number to the power of the first index minus the second index.

(@) 6'-6°=6“Y =6' =4
() 7°+7°=7%9_7% 49

Any figure to the power of zero equalsone, 1° =1,2° =1,3° =1,4° =1 and so on.
Similarly, 8 + 8° = 822 = gl-zq
An index can be a fraction, as in 167. What 167 means is the square root of 16(,/16 or 4). If we multiply

1 1 Tial
162 by 162 we get 16(?+2) which equals 16" and thus 16.

. ; 1 1 1
Similarly,, 216° s & cube root of 216 (which is 6) because 2167 x 2167 x 2167 =216.45++
=216' =216, f

An index‘can be a negative value. The negative sign represents a reciprocal. Thu's 2"s the reciprocal of,
or one over, 2" '

1 1

2T ~ 2

9.3 Example: Roots and powers
1 1

and 2° = =

2 _ 1 L]
B & = 2 27 T 3

l,_. '\?\;l—*

'l'

—

(b) 5° =

w

o
i
o
D
N
(8]
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