PROFESSIONAL ACCOUNTANCY QUALIFICATION:

DETAILED SYLLABUS

DIPLOMA STAGE

ACCOUNTING FOR DECISION MAKING

1. INTRODUCTION AND SCOPE
CIPFA’s Statement of Expertise (SOE) identifies the key areas of competence and standards of performance expected of a CPFA within 5 years of initial qualification. The CIPFA Professional Accountancy Qualification is designed to provide the professional education element of CIPFA’s qualification scheme, equipping newly-qualified CPFAs with the technical and managerial knowledge and skills which underpin the competencies described in the SOE. Each module of the Professional Accountancy Qualification contributes to the attainment of a range of these competencies. 

This module is part of the Diploma stage of the CIPFA scheme. It is designed to equip students with the underpinning knowledge and skills to undertake decision-making procedures in the public, private and not for profit sectors and will be an integral part of the Test of Professional Stage of the CIPFA scheme. The module will deliver a series of Objectives (see below) which represent the standard of attainment expected of a newly-qualified CPFA. This level of attainment, coupled with initial professional development activities will enable the CPFA to perform to the standards specified in areas of the Statement of Expertise as described below.

2. LINKAGES

This module builds directly on the learning in the Management Accounting and Financial Management, Systems and Techniques modules at the Certificate stage of the CIPFA scheme. In addition the module will link to the Leadership & Management module at the Diploma stage of the CIPFA scheme where the behavioural and organisational structure elements have clear connections with the Accounting for Decision Making module.

3. OBJECTIVES

On completion of the module, a successful candidate will be able to:

A) Discuss the role of accounting and the management accountant in the decision making process and in investment appraisal. (SOE: SOFM4, SOFM6, LSM1, LSM3, LSM5, CRPM1) 
       (35%)

B) Discuss the different approaches to internal and external pricing. (SOE:  CRPM4, PCM1)  




(20%)

C) Discuss the risk to organisations in relation to differing courses of action. (SOE:  LSM2, CRPM2, CRPM4)

(15%)

D) Analyse performance and apply and appraise performance measures and their role in attaining an organisation’s goals. (SOE: SOFM5, FPR2, PSR2, A&A3, CRPM1, CRPM3, CRPM4, PCM2) 

(15%)
E)
Apply and appraise cost and value management techniques used to promote efficiency and effectiveness within organisations. (SOE:  SOFM1, SOFM2) 
(15%)

4. LEARNING OUTCOMES

A) Discuss the role of accounting and the management accountant in the decision making process and in investment appraisal.
The successful candidate will be able to:

A1)
Discuss the role of accounting and the management accountant:

· The decision making process

· The provider enabler split

· Activity based management

· Activity based costing

· Added value

A2) 
Apply and appraise appropriate investment appraisal techniques (Payback, Accounting Rate of Return, Net Present Value, Internal Rate of Return, Discounted Payback) taking into consideration the effects of:

· Mutual exclusivity of projects
· Inflation
· Taxation
· Capital rationing

· Leasing versus borrowing finance decisions

A3) 
Apply and appraise appropriate techniques for calculating the cost of capital:

· Weighted average cost of capital

· Capital asset pricing model

· Risk adjusted discount rates

· UK Treasury Discount Rate (appraise only)

· Social time preference rate (appraise only)

A4) 
Explain the use of and interpret given results for investment appraisal techniques which take account of non-financial factors:
· Weighted benefit criteria

· Cost benefit analysis

· Cost effectiveness studies

Related learning from other modules:

A1) 
Nature, purpose and typical structure of internal financial information systems (Financial Management, Systems and Techniques). 

B) Discuss the different approaches to internal and external pricing.


The successful candidate will be able to:

B1) 
Discuss the benefits and limitations of the different approaches to external price setting.

B2) 
Discuss the purposes of differing internal charging policies including their advantages and disadvantages.

B3) 
Apply and appraise appropriate internal and external pricing approaches to different scenarios:
· Relevant costs for pricing decisions

· Cost-plus pricing

· Economists’ Pricing Model

· Differential pricing

· Social and non-financial factors

· Transfer pricing

· Internal charging for support services

· Service level agreements

· Trading accounts

Related learning from other modules:

B3) 
Students will be required to understand the processes involved in arriving at full and marginal costs, including absorption and activity based costing techniques (Management Accounting).

C) Discuss the risk to organisations in relation to differing courses of action. 
The successful candidate will be able to:

C1) 
Identify and analyse the risks and uncertainty associated with present and proposed courses of action: 

· Probabilities and the probability distribution

· Expected values

· Value of information

· Standard deviations

· Measuring uncertainty

· Simulation

· Sensitivity analysis

· Certainty equivalents

· Valuation of risk
· Maximin, Maximax, Minimax regret criterion

· Decision trees
· Optimism bias

· PFI Value for Money appraisals.

D)
Analyse performance and apply and appraise performance measures and their role in attaining an organisation’s goals. 

The successful candidate will be able to:

D1)
Describe suitable frameworks for performance measurement (including a sustainability reporting framework).
D2) 
Apply and appraise appropriate financial (e.g. ROCE, RI, Annuity depreciation) and non-financial performance measures to give a balanced perspective of an entity’s achievements.

D3)
Analyse the actual performance achieved by an entity in relation to target performance and benchmark measures set. 
D4)
Explain alternative models used to review an organisation’s effectiveness:

· Benchmarking

· Balanced score card

· Business Excellence Model.
D5)
Identify alternative approaches to organisational structure and relevant performance measures:

· Traditional departmental

· Divisional

· Business units

· Service level agreements

· Trading accounts

· Transfer pricing

· Internal charging for support services

E)
Apply and appraise cost and value management techniques used to promote efficiency and effectiveness within organisations. 
       The successful candidate will be able to:

E1) 
Discuss the relevance of management accounting techniques to contemporary business environments.

E2) 
Apply and appraise appropriate techniques developed to improve efficiency and effectiveness of activities and processes:

· Cost reduction versus cost control

· Business process re-engineering

· Life cycle costing.
E3) 
Apply and appraise value management techniques:

· Value analysis

· Target costing

· Resource allocation models

· Functional analysis

· Shareholder/stakeholder value analysis

· Total quality management

· Customer profitability analysis.
E4) 
Identify the benefits and disadvantages of:

· Outsourcing

· Shared service arrangements.
Related learning from other modules:

E2) 
Understanding of the processes involved in activity based costing techniques (Management Accounting).
� Note that these references link to specific areas of expertise described in the Statement of Expertise.
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