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“internal & Externat Flows of
Information

*  Horizontal flows of information used primarily at the operations level to capture transaction
and operations data

+  Vertical flows of information
~ downward flows—-instructions, quotas, and budgets
aggregated transaction and operations data

AlS vs. MIS
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s Accounting Information Systems {AISs) process financial (e.g., sale of goods) and
nonfinancial transactions (e.g., addition of newly approved vendor) that directly
affect the processing of financial transactions.

« Management Information Systems (MISs) process nonfinancial transactions that are
not normally processed by traditional AlSs (e.g., tracking customer complaints).
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The General AlIS Modal

The External Environment

Feedback

Three Primary Transaction

Finished
Goods




Users of Accounting

Management Accounting vs. Financial Accounting




Accounting System Costs and
Benefits
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The accounting system’s effect on the behavior (decisions) of
managers should be considered.

If the system fails to provide information that is timely orin a
useful format, there will be a lack of acceptance by users.

Planning and Controi
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Role of Budgets

- A budget is a guantitative expression of a plan of action and is an aid
to coordinating and implementing the plan.

- Budgets are the chief devices for compelling and disciplining
management planning.

Role of Performance Reports
- Performance reports formalize controls and provide feedback by
comparing results with plans and by highlighting variances.
- Varigntes are déviations from the plan.

Cost Behavior and Cost Driver

Cost Behavior

- Itis how costs are related to, and affected by, the activities of an
organization.

Cost Driver
- Qutput measures of resources and activities are called cost drivers

- How well the accountant does at identifying the most appropriate
cost drivers determines how well managers understand cost
behaviorand how well costs.are controlled.
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Variable and Fixed Cost

Variable Cost
- A variable costis a cost that changes in direct proportion to changes

in the cost driver.
— Think of variable costs on a per—unit basis. The per—unit variable cost

remains unchanged regardless of changes in the cost—driver activity.

Fixed Cost
— A fixed costis not immediately affected by changes in the cost driver.

- Think of fixed costs as a total. Total fixed costs remain unchanged
regardless of changes in cost-driver activity.

hitp:/fwww.lagro.co.kr

Relevant Range

— This rule of thumb holds true only within reasonable limits.
- The r_e/evant range is the limit of cost—driver activity within which a
specific relationship between costs and the cost driver is valid.
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