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SUBJECT AREA

BUSINESS OBJECTIVES AND FINANCIAL RATIOS

General learning targets

e Being able to explain the most important objectives of a company.
e Being able to explain and compute the key ratios corresponding to these objec-

tives.

Specific learning targets

TOPICS LEARNING TARGETS

1 PROFITABILITY 1.1  Being able to define and explain the term “profitability”.

2.1 Being able to define and explain the term “return on eg-

2. RETURN ON EQUITY o
uity”.

2.2 Being able to compute the return on equity using the
basic formula.

2.3 Being able to explain whether generating a profit auto-
matically means that a company is “profitable”.

2.4  Being able to analyse and gauge the return on equity in
the given context.

3.1 Being able to define and explain the term “return on in-

3. RETURN ON INVESTMENT vestment (ROI)".

(ROI)

3.2 Being able to compute the ROI using the basic formula.

3.3 Being able to analyse and gauge the ROI in the given
context.
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TOPICS LEARNING TARGETS

4. LIQUIDITY 4.1 Being able to define and explain the term “liquidity”.

4.2  Being able to define and explain the term “liquid funds”
and identify them correctly in the annual financial state-
ments.

4.3 Being able to define and explain the term “liquidity
shortage”.

4.4  Being able to explain why the objective of achieving
sufficient liquidity is of central importance.

4.5 Being able to compute the cash ratio using the basic
formula.

4.6 Being able to state the desirable minimum cash ratio
and substantiate your result.

4.7 Being able to compute the quick ratio using the basic
formula.

4.8 Being able to state the desirable minimum quick ratio
and substantiate your result.

4.9 Being able to compute the current ratio using the basic
formula.

4.10 Being able to state the desirable minimum current ratio
and substantiate your result.

4.11 Being able to state whether liquidity or profitability is
more important and why.

5. EQUITY RATIO, DEBT RATIO 5.1 Being able to define and explain the term “equity ratio®.

5.2  Being able to compute the equity ratio.

5.3 Being able to define and explain the term “debt ratio”
(also called gearing ratio).

5.4  Being able to compute the debt ratio using the basic
formula.

5.5  Being able to explain why the equity ratio is a key busi-
ness ratio.
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TOPICS LEARNING TARGETS

5.6 Being able to explain the principal factors that influence
the creditworthiness (credit rating) of the company.

6. CASH FLOW 6.1 Being able to define and explain the term “cash flow”.

6.2 Being able to compute the cash flow using the basic
formula (rule of thumb valuation).

2 PRODUCTIVITY 7.1 Being able to define and explain the term “productivity*.

7.2 Being able to explain why achieving high productivity is
of central importance.

7.3 Being able to define and explain the term “return on
sales”.

7.4  Being able to compute the return on sales using the
basic formula.

7.5 Being able to explain why the return on sales is a key
business ratio.
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SUBJECT AREA

ACCOUNTING

General learning targets

e Being able to understand the basic structure of annual financial statements (bal-
ance sheet, profit and loss account) and draw initial conclusions.
e Being able to explain the most relevant terms found in annual financial state-

ments.

Specific learning targets

TOPICS LEARNING TARGETS

1.1 Being able to explain the principal objectives of annual
financial statements (balance sheet, P&L account).

1. OBJECTIVES OF AN ANNUAL
FINANCIAL STATEMENT

1.2 Being able to name the parties interested in the annual
financial statements of a company.

2.1 Understanding and being able to explain the basic lay-

2. STRUCTURE OF A BALANCE out of a balance sheet.

SHEET
2.2 Being able to explain why a balance sheet needs to be
“balanced” (total assets must be equal to total equity
and liabilities).
3 ASSETS 3.1 Being able to define, explain and use the terms “asset

side” of the balance sheet and “assets”.

3.2 Being able to define the term “fixed assets” and state
examples.

4.1 Being able to define, explain and use the terms “equity

4. EQUITY AND LIABILITIES and liabilities side” of the balance sheet and “liabilities’.

4.2 Being able to define “equity capital” and explain its
meaning.
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TOPICS

4.3

LEARNING TARGETS

Being able to define the term “borrowed capital” and
state examples.

5.

INVENTORY

51

Being able to explain the purpose of drawing up an in-
ventory (stocktaking).

5.2

Being able to list and explain the steps in drawing up
an inventory.

6.

PROFIT AND LOSS AC-
COUNT (P&L ACCOUNT)

6.1

Being able to explain the basic structure and define the
most important items in a profit and loss account (P&L
account, also called income statement).

6.2

Being able to define the terms “expenses” and “in-
come”.

6.3

Being able to define and explain the term “sales reve-
nues” (also called turnover) and compute it.

6.4

Being able to define and explain the term “cost of
sales”.

6.5

Being able to explain the difference between “sales
revenues” and “profit".

ANNUAL ACCRUAL AC-
COUNTING, RESULT ON AN
ACCRUAL BASIS

7.1

Being able to explain why the annual financial state-
ments may contain business transactions that have not
yet given rise to an in- or outflow of funds in the re-
spective business year (accrual accounting)

ACCOUNTS RECEIVABLE/
ACCOUNTS PAYABLE

8.1

Being able to define and explain the term “accounts re-
ceivable” (receivables) and place it in the correct con-
text in the annual financial statements.

8.2

Being able to define and explain the term “accounts
payable” (payables) and place it in the correct context
in the annual financial statements.
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TOPICS LEARNING TARGETS

9.1 Being able to define the term “provisions” and identify

9. PROVISIONS them correctly in the annual financial statements.

9.2 Being able to state reasons for setting up provisions.

9.3 Being able to explain the difference between “provi-
sions” and “accounts payable”.

10.1 Being able to define the term “reserves” and identify

10. RESERVES them correctly in the annual financial statements.

10.2 Being able to state and explain reasons for setting up
reserves.

10.3 Being able to explain the difference between “provi-
sions” and “reserves”.

11.1 Being able to define and explain the term “deprecia-

11. DEPRECIATION tion”.

11.2 Being able to calculate linear depreciation.

11.3 Being able to explain the problems encountered in cal-
culating depreciation.

12.1 Being able to define and explain the term “capital ex-

12. CAPITAL EXPENDITURE penditure’”.

12.2 Being able to differentiate between expenses that must
be capitalised in the balance sheet and expenses that
can be booked through the P&L account at their full
amount.

12.3 Being able to define and explain the term “low-cost as-
sets”.

12.4 Being able to explain the effects of capitalised and
non-capitalised expenses in the annual financial state-
ments.
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TOPICS LEARNING TARGETS

13.1 Being able to describe, explain and analyse the P&L

13. PROFIT AND LOSS AC- account in report form.

COUNT IN REPORT FORM

13.2 Being able to define and explain the benefits of the
P&L account in report form compared with the P&L ac-
count in account form.

13.3 Being able to define and explain the term “operating re-
sult (operating profit/loss)”.

13.4 Being able to define and explain the term “financial re-
sult”.

13.5 Being able to define and explain the term “profit/loss on
ordinary activities”.

13.6 Being able to define and explain the term “extraordi-
nary result”.

13.7 Being able to define and explain the terms “profit/loss
before taxes” (PBT) / “earnings before taxes” (EBT) /
“pre-tax profit”.

13.8 Being able to define and explain the term “net
profit/loss for the year”.

13.9 Being able to define and explain the terms “allocation
to reserves/retained profit”.

13.10 Being able to define and explain the term “distributable
profit”.

13.11 Being able to calculate the operating profit/loss, the
profit/loss on ordinary activities, the extraordinary re-
sult, the pre-tax profit/loss and the net profit/loss for the
year using the basic formula.

13.12 Being able to define and explain the term EBIT (earn-
ings before interest and taxes).

13.13 Being able to define and explain the term EBT (earn-
ings before taxes).
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TOPICS LEARNING TARGETS

14.1 Being able to explain how an operating profit or loss

14. ANALYSIS OF THE P&L AC- may have been generated.

COUNT IN REPORT FORM

14.2 Being able to explain how a profit or loss on ordinary
activities may have been generated.

14.3 Being able to explain how a pre-tax profit or loss may
have been generated.

14.4 Being able to describe and explain the two basic op-
tions for using the net profit for the year.

15.1 Being able to read simple financial statements and

15. ANALYSIS OF ANNUAL FI- draw basic conclusions (case study).

NANCIAL STATEMENTS
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SUBJECT AREA

COSTING AND PRICING

General learning targets

Being able to explain the most important objectives, tasks and key concepts of
cost accounting.

Being able to explain the economic background of entrepreneurial decision-
making (markets, customers, competition, cost of sales).

Being able to explain the significance of the contribution margin as a central
concept in cost accounting, and compute it.

Being able to explain the objectives and basic structure of cost centre account-
ing and profit centre accounting and giving reasons why cost awareness and

entrepreneurial thinking are necessary.

Specific learning targets

TOPICS LEARNING TARGETS

1.

1.1 Being able to explain and define the objectives of cost

COUNTING

1.2 Being able to explain the difference between financial
accounting and cost accounting.

1.3 Being able to explain why figures taken from financial
accounting have to be adjusted before they can be
used in cost accounting.

2.1 Being able to define and explain the term “cost ele-

TERMS OF COST AC- ments” and give examples.

COUNTING

2.2 Being able to define and explain the term “cost centre”
and give examples.

2.3 Being able to define and explain the term “cost unit”
and give examples.
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TOPICS LEARNING TARGETS

2.4 Being able to define and explain the term “direct costs”
(also called prime costs) and give examples.

2.5 Being able to define and explain the term “overhead
costs” (also called indirect costs or overheads) and
give examples.

2.6 Being able to define and explain the term “fixed costs”
and give examples.

2.7 Being able to define and explain the term “variable
costs” and give examples.

2.8 Being able to explain the basic difference between full
cost accounting and direct cost accounting.

3.1 Being able to explain which factors significantly influ-

3. PRICING ence the price of a product.

3.2 Being able to explain the interaction between demand
and supply (price-demand function).

3.3 Being able to define and explain the various market
types (monopoly, oligopoly, perfect competition).

3.4 Being able to attribute various price margins to the dif-
ferent market types and give reasons for your deciions.

3.5 Being able to explain different possible price strategies.

3.6  Being able to explain the term “fixed cost degression”
and its influence on the business strategy.

3.7 Being able to explain the significance of the contribu-
tion margin for price calculations.

3.8 Being able to define and compute the contribution mar-
gin of a product or service.

3.9 Being able to explain the effects of a positive or nega-
tive contribution margin on the operating result.

3.10 Being able to define the term “capacity utilisation” and
explain its impact on price calculations.

3.11 Being able to explain the basic difference between
short-term break-even price and the long-term bottom
price.
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TOPICS

3.12

LEARNING TARGETS

Being able to compute the short-term break-even price
and the long-term bottom price (for one-product com-
panies).

3.13 Being able to define and explain “economies of scale”.
4 COST CENTRE ACCOUNTING 4.1 Belng_ able to explain the purpose of cost centre ac-
counting.
4.2 Being able to explain the purpose of a cost distribution
sheet and reproduce its basic structure.
4.3 Being able to compute the costs for a cost centre.
4.4  Being able to explain the purpose of internal cost allo-
cation.
5  PROFIT CENTRE AC- 5.1 Sfelr;gf;atlbclgnttc;eegggzr:gﬁ purpose and basic structure
COUNTING P g
5.2 Being able to compute the contribution margin of a
profit centre.
5.3 Being able to state why a positive “contribution margin”
of a profit centre cannot be equated with “profit”.
5.4  Being able to explain basic measures to improve the

contribution margin of a profit centre.

© EBC*L International 12




General learning targets

SUBJECT AREA

BUSINESS LAW

Being able to explain the characteristics of the principal legal forms of business

organisation.

Being able to explain the main features of a sales contract.

Being able to explain the basics of insolvency and bankruptcy law.

Specific learning targets

1.

TOPICS

LEGAL FORMS OF BUSI-
NESS ORGANISATIONS

LEARNING TARGETS

1.1 Being able to explain why there are different legal forms
of business organisation.

1.2 Being able to name the principal difference between part-
nerships and incorporated companies and classify the in-
dividual forms of business organisation.

1.3 Being able to define and explain what “personal unlimited
liability” means.

1.4 Being able to define and explain what “joint and several
liability” means.

1.5 Being able to explain what “limited liability” means.

1.6 Being able to name and explain the principal characteris-
tic features, advantages and disadvantages of being a
sole trader (also called sole proprietorship).

1.7 Being able to name and explain the principal characteris-
tic features, advantages and disadvantages of a general
partnership.

1.8 Being able to name and explain the principal characteris-

tic features, advantages and disadvantages of a limited
partnership.

© EBC*L International 13




TOPICS

LEARNING TARGETS

1.9 Being able to name and explain the principal characteristic
features, advantages and disadvantages of a private limited
company (Ltd.).

1.10 Being able to name and explain the principal characteristic
features, advantages and disadvantages of a public limited
company (plc.).

1.11 Being able to name and explain the executive bodies of a
public limited company (plc.) and their functions.

1.12 Being able to define and explain the term “nominal value”
(or par value) of a share.

1.13 Being able to define and explain the term “share price”
(stock price).

1.14 Being able to define and explain the term “dividend”.

1.15 Being able to name and explain the principal characteristic
features, advantages and disadvantages of being an undis-
closed partnership (also called “silent partnership”).

1.16 Being able to name and explain the principal characteristic

features, advantages and disadvantages of a civil law asso-
ciation.
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TOPICS

LEARNING TARGETS

Being able to name and explain the basic elements of a

2.1
2. SALES CONTRACT contract of sale.

2.2  Being able to state the criteria for a legally binding signa-
ture.

3.1 Being able to state and explain the basic rules regulating

3. _FFI%VIL/ER OF REPRESENTA- the power of representation in the different legal forms of
business organisation.

3.2 Being able to explain how the power of representation can
be enlarged or limited.

3.3 Being able to define and explain the term “limited commer-
cial authority or authority to act (assignment, scope).

3.4 Being able to define and explain the term “general commer-
cial power of attorney” (assignment, scope)

3.5 Being able to define and explain the differences between
sole (or individual) general commercial power of attorney
and joint general commercial power of attorney.

4.1 Being able to name the main features of the “Commercial

4. COMMERCIAL REGISTER Register” (the “Register of Business Names”) and state the
company information it contains.
5. BUSINESS COMBINATIONS, 5.1 Eizlgg able to define and explain the term “group of compa-
COOPERATION AGREE- ’
MENTS
5.2 Being able to define and explain the term “cartel” (“trust”).
6. INSOLVENCY LAW, BANK- 6.1 Being able to define and explain the term “insolvency”.
RUPTCY LAW

6.2 Being able to state and explain the most important causes
of insolvency.

6.3 Being able to define the terms “out of court settlement,

“composition in bankruptcy” (composition after receiving or-
der) and “bankruptcy” and explain the differences.
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