AAT
-

Hong Kong Institute of
Accredited Accounting Technicians
BERMKE TS

Accredited Accounting Technician
Foundation Examination

Syllabus
B R IR REY R

Paper 2 — Fundamentals of Financial
and Management Accounting

§2 - IRREV IR AET




Accredited Accounting Technician
Foundation Examination

Paper 2 — Fundamentals of Financial
and Management Accounting

Fields of competency

The items listed in the competency map are shown with an indicator of the minimum
acceptable level of competency, based on a three-point scale as follows:

1. Awareness

The candidate demonstrates familiarity with the concept in question; can define it in overview
terms and can relate the importance or relevance of the concept to the activities of an
accounting technician.

2. Knowledge

This builds upon awareness. The candidate is able to explain the concept; describe and
distinguish between its component parts and describe their inter-relationships; recognise
instances of the concept; and describe processes, theories and judgement issues; without
necessarily being able to perform in those areas with professional skill.

3. Application

This builds upon knowledge. The candidate is able to execute or implement knowledge;
apply the knowledge to real world situations. In so doing, the candidate displays to a
satisfactory degree of the level of competence reasonably to be expected of an accounting
technician at foundation level.




Paper 2 Fundamentals of Financial and Management Accounting
Learning Outcomes:
Candidates should be able to:

® Prepare financial statements for different forms of business ownership including
partnerships and limited companies

Evaluate and apply the accounting principles and concepts in financial reporting situations
Explain and illustrate different classifications of cost and elements of cost

Describe and apply job costing systems to manufacturing companies

Differentiate between marginal and absorption costing systems and reconcile the resulting
profits from using the two costing systems

® Apply costing concepts and techniques in short term business decisions

) Activity required to demonstrate competence Level of
Unit of Competency o competence
(Performance indicators) .
required
1. Understanding of o Explain the characteristics of a partnership 1
accounting for, and L] Prepare an income statement (statement of 3
presentation of financial comprehensive income), an appropriation account and a
statements for a statement of financial position for a partnership
partnership o Distinguish between and prepare partners' capital and 2
current accounts
(] Record admission and retirement of partners and prepare 3
the statement of financial position for a new partnership
o Describe revaluation of assets for partnership and its 2
accounting treatment
L] Describe the valuation of partnership goodwill and its 3
accounting treatment
(] Describe and record the dissolution of partnership 3
2. Understanding of ® Explain the characteristics of a limited liability company 2
accounting for, and and understand the Hong Kong company registration
presentation of financial and accounting requirements
statements for limited ] Account for and explain the nature and purpose of share 1
liability companies capital and debentures
®  Distinguish between nature of reserves and provisions 2
®  Prepare a statement of comprehensive income and a 3
statement of financial position




Understanding of the
control features of
accounting system and
correcting the errors

Describe functions of control accounts

Prepare control accounts for receivables and payables
ledgers

Reconciliation between control accounts and respective
subsidiary ledgers

Prepare and explain the purpose of preparing a bank
reconciliation statement

Describe types of accounting errors and prepare journal
entries to correct errors

Describe the purpose of a suspense account

Understanding the
accounting concepts/
principles and
conventions

Understand the basic accounting concepts/principles and
conventions and apply them in business situations:
- accrual

- prudence

- consistency

- going concern

- business entity

- historical cost

- materiality

- substance over form

- money measurement

- realisation

- matching

- objectivity

- timeliness

- understandability

- relevance

- reliability

- comparability

5.

Analysing and appraising
financial statements

Calculate accounting ratios:

- return on capital employed

- gross profit margin

- net profit margin

- asset turnover ratio

- capital turnover ratio

- current ratio

- inventory turnover

- trade receivables collection period
- trade payables repayment period
- gearing ratio

- interest cover

- dividend cover

- earnings per share

- price earnings ratio

- return on equity




Demonstrate the significance of, and reasons for,
changes in ratios over time; and differences in ratios
between entities; in respect of:

- profitability

- short term liquidity

- long term solvency

- investment ratio

6. Preparing financial ® Identify the incomplete information for preparation of
statements from financial statements
incomplete records - statement of affairs
- financial accounts preparation
- inventory valuation at the balance sheet date
7. Understanding of cost |@ Recognise the variety of cost units, cost centres and
classification, cost profit centres
concepts and costing [ ) Understand the nature and purpose of cost classification
terminology ® Differentiate between:
- direct and indirect costs
- fixed and variable costs
- period and product costs
- controllable and uncontrollable costs
- avoidable and unavoidable costs
® Identify cost classification for decision-making and
planning
8. Understanding of job L] Explain the flow and accumulation of costs when using
costing job costing
° Describe the purposes and contents of a job cost sheet
L] Demonstrate the methods for accumulating costs for
products and services
9. Understanding of ® Explain and compare the use of marginal and absorption
marginal and absorption costing in manufacturing accounts and statement of
costing comprehensive income
® Compare and contrast the advantages and disadvantages
of adopting marginal and absorption costing
10. Analysing ® Identify the purposes and assumptions underlying CVP
cost-volume-profit (CVP) analysis
relationships { Calculate and explain the usefulness of contribution
margin and contribution margin ratio
° Apply break-even analysis in business planning and

decisions




11. Understanding of the
costing concepts and
techniques in short-term
business decisions

Identify the relevant costs to short term business
decisions: sunk costs, incremental costs and opportunity
costs

Apply costing concepts and techniques in short term
business decisions

Explain both the quantitative and qualitative
considerations in short term business decisions
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