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(MA) PC
CIPFA PROFESSIONAL QUALIFICATION SYLLABUS AND SYLLABUS GUIDELINES  
MANAGEMENT ACCOUNTING 

MODULE PROFILE

This module is designed to provide the candidate with the knowledge required to perform management accounting tasks. The module develops the candidate’s understanding of the nature of costs in products and services. This knowledge and understanding of cost and cost behaviour provides the basis for effective decision making. The module also covers budgeting, the maintenance of management accounting records and the key aspects of standard costing and budgetary control. 

LINKAGES

This module is intended to provide knowledge and skills in the areas of costing, budgeting and decision making that are relevant to aspects of the Business Management and Financial Management modules. It is therefore recommended that the candidate completes this module before studying Business Management and Financial Management. The module is also relevant to Strategic Financial Management.
OVERALL SYLLABUS AIMS

	Overall aim
	 (%)

	A
	Explain the scope of management accounting within private sector and public service organisations, including the importance of sustainability

	15

	B
	Demonstrate an understanding of budgets and budgetary controls in achieving efficient and effective performance 
	30

	C
	Record cost data and use costing techniques

	25

	D
	Apply management information to decision making 

	30


	Syllabus

	Syllabus Guidelines


	Overall aim

	Learning outcomes
	

	A
	Explain the scope of management accounting within private sector and public service organisations, including the importance of sustainability
	A1) Explain the nature and purpose of management accounting:
· Objectives of management accounting
· Relationship between management and financial accounting
· Reasons for measuring costs in relation to purpose: valuation, profit measurement, decision making and control
· Impact of non-financial factors in management accounting scenarios.
	Each of the elements within outcome A1 should be covered only briefly.  The aim of this learning outcome is to set the scene for the rest of the module and to introduce concepts that will be built upon through the rest of the syllabus.

The wide remit or the role of the management accountant should be introduced to highlight the importance of the management accounting function embedding itself within all other areas of the organisation in order to be able to support management with all aspects of their role.

Candidates could be asked to describe the similarities and differences between financial and management accounts.

Candidates should understand the importance of performance indicators and be able to discuss the importance of non-financial factors in particular in public service organisations as questions could ask candidates to explain the impact of non-financial considerations in a given scenario such as a NHS example.

Overall this learning objective should have equal focus on the public and private sectors and candidates should be aware the the underlying theory of management accounting is the same in both sectors.



	
	
	A2) Describe the role of management accounting within private sector and public service organisations:
· Recording and collation of meaningful information
· Achieving economy, efficiency and effectiveness
· Managing operational performance
· Basis for planning and decision making.
	Some explanation of what makes information meaningful is required here with a focus on the wide range of information and recipients of information that the management accountant would be dealing with.

The practice of coding income and expenditure by objective and subjective codes should be briefly introduced and this is something that candidates are likely to require an understanding of in their work roles although may not be directly examined.

The discussion around economy, efficiency and effectiveness should continue from outcome A1 and the discussion of non-financial factors and KPIs and also build upon the wide remit of the management accountant in managing operational performance throughout the organisation and providing meaningful information to support management in planning and control.  

The concept of value for money and relevance of statutory performance indicators should be briefly introduced.  Candidates should have an understanding of why value for money is important in the public services. Note that approaches to value for money and statutory performance indicators will vary over time depending on government policy.


	
	
	A3) Explain the various cost models and the nature of cost behaviour:
· Cost definitions and elements of cost
· Principles of cost behaviour, including service costs
· The concept and calculation of full cost
· Responsibility accounting, including public services' approaches
· Classification and analysis of overhead costs
· Methods for allocation and apportionment of overhead costs.
	As the focus of this area of the syllabus is to explain there is no requirement for application at this stage in the syllabus however application of the concepts will be required in overall aims B, C and D of the syllabus.  Therefore the aim here should be a solid grounding in understanding the different types of costs which would be encountered in an organisation and in particular: 

· the distinction between direct, indirect and overhead costs.

· an understanding of key cost behaviours in relation to changing volume

· understanding of the importance of calculating full cost using allocation, apportionment and absorption.  The importance of transparency within this process should be introduced briefly here.

Candidates should be able to describe the types of responsibility centre and the process for creating responsibility.  Questions could ask for a brief discussion of this area including:

· distinguishing between controllable and non-controllable items and why this may be important

· how challenging targets should be and the motivational impact of targets

· involvement/influence of management in setting the targets again with the impact on motivation

· engineered and discretionary costs

· interdependence between responsibility centres (this will be built upon in overall aims B and C of the syllabus.) 

· SLAs and operating accounts should be introduced as a concept for responsibility accounting however this will be built on in other modules later in the qualification.

 

	
	
	A4) Describe typical public service activities and costing scenarios:
· Case driven services
· Recurring services
· Specific one-off projects.
	The emphasis here is to describe (briefly) the different types of services and the impact that has on the way the service costs are developed, as such there is no requirement of application of this knowledge however, specific examples should be given such as social services as case driven services.  Recurring services has a link to incremental budgeting tested later in the module and specific projects has a link to relevant costing later in this module and project management in the BM module.

Candidates could be asked to explain why different approaches to costing are required in these different scenarios and so their understanding could be tested in a small part of a question.  It is most likely that knowledge of this will be tested indirectly in marginal, absorption, activity based and relevant costing questions where candidates will be required to carry out cost calculations based on a given scenario which could be one of the scenarios given here.


	
	
	A5) Explain the importance of sustainability:
· Definition of sustainability

· Needs and expectations of key stakeholders

· Approaches to delivering sustainability.
	This should focus (briefly) on why sustainability is important in public services and should be an overview including:

· the five principles of sustainability

· priority areas 

· brief introduction to sustainability reporting

· public sector initiatives such as green procurement, reducing CO2 and community involvement

This area of the syllabus is likely to require regular review as priorities and initiatives are likely to change.  Students should be encouraged to keep up to date and to review the sustainability practices in organisations but exam questions would not be able to test specific organisational knowledge and would only test knowledge of the importance of sustainability.



	
	
	Aim A – Assessment
	A range of narrative questions could be asked to assess this section of the syllabus and should be reflected in learning materials.  It is unlikely that an entire question would be dedicated to Aim A.  It should be noted that although these concepts may not be directly and obviously examined, a candidates understanding of these will be tested in questions related to overall aims B, C and D.

Assessment must focus on the candidates’ ability to explain and describe the required areas and not application of this to specific scenarios.

	B
	Demonstrate an understanding of budgets and budgetary controls in achieving efficient and effective performance
	B1) Explain the scope and importance of budgetary control systems:
· Nature of control systems
· Feedback and feedforward control
· Objectives of budgeting as a financial management tool
· Budget building processes
· Top-down versus bottom-up budget building process
· Differing budgeting models
· The role of standards in budgetary control.
	Students should be able to explain the steps required to implement a system of budgetary control.  This should include a discussion of the role of standards in budgetary control as being the first step in the control system.  Briefly a link to standard costing should also be introduced here as students understanding of standards will be tested as part of the calculation of variances.

Feedback and feedforward control should be explained in respect of their use in budgetary planning and control.  Exam questions could ask candidates to define and distinguish between these two types of control.

Candidates could be asked to explain the role of budgets as a tool for resource allocation, planning, control and performance measurement.  The objectives of budgets include planning, control, coordination, motivation, monitoring, measuring performance and communication.  Exam questions could test candidates ability to recall this knowledge.

A discussion of exceptions reporting could be expected in an exam question as a means of employing budgetary control without overloading management with too much information.

Candidates would be expected to be able to explain top-down and bottom-up budgeting approaches and state the advantages and disadvantages of each approach.  This has a link to responsibility accounting in A3 and the motivational effects of having targets in place in particular here the use of budgets as financial targets.

Candidates should be able to explain the steps involved in the following budgeting models and also any benefits and drawbacks from the models.  These models are:

· incremental budgeting

· zero based budgeting

· activity based budgeting

· rolling budgets

· responsibility based budgets – A brief explanation of the concepts of Planning, programming and budgeting system (PPBS) and Beyond Budgeting Round Table (BBRT)

Candidates should be able to briefly explain each of the budgeting models and could be asked in exam questions to describe the models or to compare/contrast the models.  Although candidates would not be asked to apply these budgeting models to produce budgets they could be asked which methods may be most appropriate in scenario based questions however these scenarios should be short and very clear.



	
	
	B2) Prepare and interpret the following budgets for private sector and public service organisations:
· Flexible budget

· Functional budget

· Master budget

· Cash budget

· Profiled budget
· Capital budget (interpret only - no need to prepare)


	Candidates should be able to prepare and interpret income and expenditure budgets based on given forecasts, projections and targets.  Questions are likely to be numerically based questions that require candidates to calculate budget figures using the following budgeting methods.  Candidates would also be expected to be able to briefly analyse and comment upon the budget figures calculated.

Public sector revenue budgets – using incremental budgeting to prepare income and expenditure budgets based on given forecasts, projections and targets.  This is a key public service related topic.

Flexible budgeting – classify costs according to their behaviour  fixed, variable, semi-fixed and semi-variable costs; and using projected product/service volumes prepare and interpret income and expenditure budgets.  The conceptual link between flexible budgeting and standard costing should be introduced at this stage to be built upon in standard costing.

Functional budgets – prepare and interpret budgets for individual functions within an organisation, (for example sales and production budgets) from given projections, forecasts and targets.

Master budgets – recognise the impact that functional budgets have upon each other and apply this to prepare and interpret an overall master budget.  

Cash budget – recognise the difference between income and expenditure and receipts and payments in order to be able to prepare a cash budget from income and expenditure projections and collection and payment targets.

Profiled budgets – using information about the timing and behaviour of revenues and costs to assess budget amounts in different periods within the year. 

Practice questions covering these topics should build up from worked examples that demonstrate each step of the budgeting process, simplified examples to allow candidates to consolidate the learning at each step and finally exam standard questions where full budgets need to be prepared.

Capital budgets – candidates will only be asked to explain capital budgets and will not be asked to prepare a capital budget.  Understanding of capital budgets should include:

· the nature and objective of capital budgeting

· the contents of capital budgets

· the principal limiting factors restricting capital budgets

· the relationship between capital budgets and short and medium term revenue budgets

· the process of capital monitoring

With the exception of functional and master budgets, which are most commonly applied in the private sector, budget preparation questions should mostly have a public sector emphasis.  Exam questions should require candidates to demonstrate both the computational skills involved in setting the budget (with the exception of capital budgets) but also the ability to interpret the use or implications of the budget figures calculated.



	
	
	B3) Apply contemporary approaches and techniques to standard costing of products and services:
· Identification of controllable products and services
· Development of standard cost specifications
· Standard cost and variance calculations
· Interpretation of variances
· Management reports.
	Candidates should be able to identify when standard costing is appropriate in particular in public services.  NHS services are a good example of this but examples should be updated as required.

Examination questions could ask candidates to calculate the standard cost of a product or service given information about the resources required in the production or delivery which relates to learning objectives A4 and C1.

Exam questions in this area are likely to focus on numerical questions that require calculation of some or indeed all of the variances in the attached appendix.  It is likely that these would be asked to be presented in the form of management reports that show profit and cost reconciliations.  

Candidates would also be required interpret the variances calculated and to explain the possible causes of variances and courses of action that could be taken to correct variations.

This area of the syllabus requires plenty of practice questions as it takes time for candidates to get to grips with the calculations required.  Worked examples should be provided for each of the variance calculations required and questions should build up from simple examples of calculating only materials and labour variances to more complex examples where all variances are required.


	
	
	B4) Explain the key features of budgetary control:
· Virements
· Profiling of budgets
· Effects of budgetary control on decision makers
· Importance of negotiation and influencing in budgeting
· Constructive and destructive behaviour.
	Candidates should be able to define virement and explain the importance of virement in public service budgets.  They should also be able to explain the regulations/controls that should be in place to manage budget virements.

Candidates should be able to explain why/when it is necessary to profile budgets to gain improved budgetary control, This should have a greater focus on the public rather than private sector.  At this point candidates are required to answer narrative questions on budget profiling however in B2 candidates are required to produce profiled budgets and so there needs to be a direct link from here to that learning objective.

The effects of budgetary control on decision markers, the importance of negotiation and influencing and constructive/destructive behaviour has a link with responsibility accounting in learning outcome A3 and the impact of budgets on motivation.  Candidates should be able to discuss the relationships between these factors and the impact of them on management.  

All of the areas within learning objective B4 should be covered only briefly.  Exam questions could ask candidates to recall the facts of how these factors impact on management but would not ask for these factors to be applied in scenario type questions.

	
	
	Aim B - Assessment
	There should be a balance in assessment of this aim between the narrative and the numeric areas, with a mix of both being tested in exam questions covering aim B.

Where possible scenarios in exam questions should have a public service basis, however it is important for candidates to be able to see that both public and private sector organisations produce budgets and implement budgetary control procedures.

As such a large area of the syllabus, it would be expected that at least 25% of the paper cover topics from this area of the syllabus.  It would seem acceptable that on occasion anything up to 40% of the paper be on topics from this aim.



	C
	Record cost data and use costing techniques
	C1) Explain the various available costing methods:
· Job costing
· Service costing
· Process costing
· Absorption costing
· Marginal costing
· Activity based costing.
	Job, service and process costing should be covered briefly and have a link with learning objective A4, costing scenarios.  Only narrative questions should be asked on this learning objective however it should be noted that calculations questions in learning objective C2 may ask candidates to establish the cost of a particular job or service.  This should also link back to the concept of full cost in aim A.  

Absorption, marginal and activity based costing, (ABC), should be covered in more detail as the application of these is then specifically required in C2. Candidates should be able to explain the processes required for each of these costing methods.

	
	
	C2) Apply the appropriate costing method to a range of practical scenarios:
· The comparison of marginal, absorption and activity based costing
· Application of marginal, absorption and activity based costing systems in a practical situation.
	Comparison of marginal, absorption and ABC to include pros and cons of the different methods and discussion of when each method is suitable within different scenarios. Exam questions could ask which method would be most suitable in a given scenario, for example the use of marginal costing for short term decision making, (covered in aim D.)  Again this needs to be linked to the concept of full cost in aim A and the link between absorption costing and full cost made.  Exam questions could ask candidates to discuss the appropriateness of each of the costing methods to a given scenario and then to carry out costing calculations using the most appropriate method for the scenario.  Practice questions should therefore include some prescriptive questions that state which method should be used and also questions that require the candidate to interpret the question and make a choice of costing method.

The application of marginal and absorption costing to report profit and to value stocks would be tested through computational questions that require the candidate to cost establish the cost of products or services using either absorption or marginal costing.  Candidates could be asked to prepare costing statements using each method and then prepare a reconciliation of the different profits that can be reported using these two methods.  This could be applied equally to the public and private sectors.

Activity based costing is likely to be a heavily numerical question requiring candidates to establish the cost of a product or service on an ABC basis.

Application of absorption costing to a range of public and private sector scenarios would be expected of candidates.  Some emphasis should be given here to dealing with apportionment of support service costs to front line delivery including reciprocal services between support departments.  This is an area that candidates tend to find quite difficult and so clear worked examples will be required.  

This links to the discussion under learning outcome A3 and interdependence between responsibility centres.  Candidates need to fully realise the implications of this for transparency in public service costing.

Overall this learning objective is most likely to be tested through calculation questions however interpretation of the results and explanation of the difference encountered when using the various methods should also be addressed in questions.

	
	
	C3) Apply cost volume profit analyses (CVP):
· CVP model
· Assumptions, limitations and practical applications of CVP to the public services
· Comparison between the approaches of accountants and economists to CVP
· Breakeven and profit volume charts
· Implications of CVP analysis for decision making.
	This needs to clearly link to learning outcome A3 cost behaviours as an understanding of the fundamentals of cost behaviour are essential here.  


Candidates should be able to:

· calculate breakeven points and margin of safety

· prepare and interpret breakeven and profit volume charts

· apply sensitivity analysis to assess the impact of changes to the CVP relationships within an organisation

· explain the assumptions, limitations and practical applications of CVP to public services

· explain the difference between the accountant’s and the economist’s models of CVP analysis

· analyse the implications of CVP in decision making scenarios in both the public and private sector

The overall result of this should be that candidates are able to identify when an organisation is making profits or losses.  Forecasting the likely financial position of an organisation is crucial and candidates are expected to be able to apply an understanding of how changes in a given scenario will effect the overall financial position of the organisation for example of costs or revenues change and how this information could be used by management to make decisions about future actions.



	
	
	Aim C – Assessment
	There should be a balance between the numeric and narrative elements within questions on aim C.  Candidates would be expected to be able to perform costing calculations but also to interpret the results.  Topics from aim C should make up around 20 – 30% of the paper. 

Whenever possible, exam questions should be written with a public service scenario or discussion of application to public services.



	D
	Apply management information to decision making
	D1) Apply relevant cost principles to short-term decisions:
· Suitability of techniques to short term decisions only
· Relevant and non-relevant costs
· Concept of opportunity costs
· Cost statements for decision making in practical situations.
	This learning outcome also links to learning outcome A3 regarding cost behaviours and learning outcome C2 the comparison of different costing techniques.

Candidates should be able to explain why marginal costing rather then absorption costing principles are used for short-term decision making.

Exam questions could ask candidates to classify costs as relevant or non-relevant costs and explain why they are classified as such.  It is likely that candidates will be doing this as part of a computational question to establish the relevant cost of a particular job or service but they should also be asked to explain why costs are being included or excluded in order to ensure their full understanding of the topic is conveyed in the exam.

Candidates should be able to explain the concept of opportunity costs and be able to identify opportunity costs in given scenarios. As above candidates are likely to have to demonstrate this through including opportunity costs in the cost of a job or service but should also be required to explain their understanding.

Exam questions could take on a range of practical situations including:

· make or buy scenarios

· use of spare capacity

· special orders

· cessation of an operating unit or business segment

· continue or discontinuance of a project underway

Learning materials should therefore include examples that cover this range of topics and should ensure that candidates have been shown how to deal with a range of costs that could be encountered e.g. materials, labour, machinery.  Starting with some basic examples of how to deal with each and building up to exam standard questions that include a mixture of different types of cost.

Candidates should be able to discuss the impact of non-financial issues, including problems/dangers of relevant costing, in the decision making process for example the impact on customer or organisational reputation.  This has a link with learning objective A1, the impact of non-financial factors in management accounting decisions.


	
	
	D2 Apply basic quantitative techniques to provide information for decision making and interpret results:
· Mean, modal and median values
· Standard deviation
· Simple linear regression and correlation
· Simple time series analysis*
· Probability distributions (normal, t and chi-squared), expected values and sampling
· Confidence intervals
· Simple hypothesis testing: applying normal, t and chi-squared distributions
· Interpretation of results, including assumptions and limitations, of all the above techniques and analyses

	In the most part for this learning objective candidates will be required to demonstrate the ability to accurately calculate required figures.  Some brief discussion of the use of the results could be required but the exam will focus on careful figure work.

Candidates will be expected to calculate, explain, compare and contrast the three measures of central tendency (averages):  mean, median and mode.

Candidates will be expected to calculate and explain standard deviation measure of spread.

Exam questions could ask candidates to define the terms “correlation” and “simple linear regression” but it is most likely that the focus on exam questions will be on calculations.  
Candidates should be able to calculate the correlation coefficient and coefficient of determination between two sets of variables and explain what this measure indicates.

Candidates should be able to apply simple linear regression to determine the relationship between two variables and obtain simple forecasts.

Candidates will be expected to explain what is meant by time series analysis and describe the circumstances under which time series analysis is likely to be most useful.  This will include the ability to analyse and decompose a time series and calculate a moving average and prepare a future forecast.  Note - this includes only the long term trend and seasonal variations in the time series.  Cyclical and residual variations will not be examined.
Briefly explain probability distributions, expected values and sampling techniques as an introduction to the normal distribution and its uses based on random samples.  This area would not be directly tested but candidates understanding is crucial to being able to calculate confidence intervals and carry out hypothesis tests in the next section.

Calculate and explain confidence intervals for the mean of given data.

Explain normal, t and chi-squared distributions and their role in statistical inference and hypothesis testing.

Apply hypothesis testing using normal, t and chi-squared distributions.  Candidates will be expected to recognise which distribution is appropriate to the scenario given.  

Interpretation of results, including assumptions and limitations, of all the above techniques should be covered briefly and could be tested in exam questions.  Overall candidates should be aware of how these techniques could be used in real world scenarios but they should not be expected to enter into a detailed discussion.  Focus should be on calculation and basic interpretation.

Learning materials should include numerical worked examples for each of the calculations required.  Some simple examples that give the figures and ask simply for the calculations could be included building up to exam standard questions that have a bit more of a scenario as the basis.

	
	
	Aim D – Assessment
	Overall, this aim should have some balance between the numeric and narrative.  Although exam questions are likely to focus on the numeric, candidates should be prepared to answer a full range of questions.

This area of the syllabus is heavily weighted and as such at least 25% of the paper should cover topics from this overall aim.  Due to the heavy weighting it may be possible on occasion for anything up to 40% of the paper to cover topics from this aim.

The topics within Aim D apply equally to the public and private sectors and candidates should be aware of this however where possible exam questions should have a public service theme.


Annex – standard costing variances
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