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(FM) PD
CIPFA PROFESSIONAL QUALIFICATION SYLLABUS 

FINANCIAL MANAGEMENT

MODULE PROFILE

This module is designed to provide the candidate with the knowledge and skills that relate to financial management within a public service organisation. The module supports the use of the HM Treasury Green Book which provides guidance on the assessment of spending and investment within the public services. The module also covers the implementation of the CIPFA Code of Practice for Treasury Management in the Public Services and the CIPFA Prudential Code in Local Authorities. 

LINKAGES

This module links to some of the costing and decision-making content of the Management Accounting module and to the inventory management topic in Business Management. It is also relevant to Strategic Financial Management.
OVERALL SYLLABUS AIMS

	Overall aim
	(%)

	A
	Explain the role of financial and treasury management in the public services
	15

	B
	Apply financial investment appraisal techniques to assist the process of evaluating capital projects
	40

	C
	Explain effective treasury management techniques to minimise financial risk 
	15

	D
	Demonstrate efficient and effective working capital management techniques
	15

	E
	Calculate internal and external prices taking into account relevant political and organisational factors 
	15


	Syllabus



	Overall aim
	Learning outcome

	A
	Explain the role of financial and treasury management in the public services
	A1) Explain the environment in which financial management is practised within the public services:
· Public stakeholders and sources of funding
· The role of collaboration between stakeholders
· Impact of the economic environment, central government resources, financial markets and other external factors on financial strategy
· Alignment of financial strategy with overall organisational strategy.


	
	
	A2) Explain the principles of financial funding and structure:
· An organisation’s financial structure
· Future funding requirements
· Funding options
· Importance of financial funding coherence
· Key financial performance indicators.


	
	
	A3) Describe the public sector investment management environment:
· The organisation’s investment objectives

· Key financial institutions
· Key UK investment exchanges including London Stock Exchange, Alternative Investment Market and PLUS Markets
· Organisational investment powers
· Role of investment management committees
· Role and responsibilities of portfolio managers
· Industry roles – analysts, brokers, institutional investors, journalists, tipsters and rating agencies.


	
	
	A4) Describe the investment regulatory environment:
· Impact of the Financial Services and Market Act 2000
· Role of the Financial Services Authority
· Role of the Bank of England
· Role and impact of Monetary Policy Committee decisions
· Ethics, corporate governance and the UK Corporate Governance Code
· Socially Responsible Investing (SRI).


	
	
	A5) Discuss the responsibilities of the accountant in relation to financial and treasury management:
· Role and responsibilities of the Chief Financial Officer
· Risk management
· Internal control systems maintenance
· Asset stewardship
· Treasury and debt management
· Effective anti-fraud controls
· Effective internal audit.


	B
	Apply financial investment appraisal techniques to assist the process of evaluating capital projects
	B1) Describe the process of appraising the viability of capital projects:
· Revenue v capital expenditure
· Importance of non-financial factors in capital expenditure decision making
· Cash flows, benefits, risk identification and risk attitude
· Funding options and financial structure
· Investment and financing plans.


	
	
	B2) Apply basic investment appraisal techniques to capital expenditure decision making:
· Payback
· Discounted Payback
· Net Present Value
· Accounting Rate of Return
· Internal Rate of Return.


	
	
	B3) Prepare an optimal investment plan taking into account the following:
· Mutual exclusivity of projects
· Inflation and taxation
· Capital rationing
· Lease versus buy decisions.


	
	
	B4) Calculate and interpret the cost of capital:
· Weighted average cost of capital
· Capital asset pricing model
· Risk adjusted discount rates
· UK Treasury Discount Rate (interpret only)
· Social time preference rate (interpret only).


	
	
	B5) Apply non-financial factors in capital expenditure decision making:
· Weighted benefit criteria
· Cost benefit analysis
· Cost effectiveness studies.


	
	
	B6) Apply the following techniques to measure the risk in capital expenditure decision making:
· Simulation
· Sensitivity analysis
· Valuation of risk
· Maximin, Maximax, Minimax regret 
· Decision trees
· Optimism bias.


	C
	Explain effective treasury management techniques to minimise financial risk
	C1) Explain the role of an organisation’s treasury management function:
· Role of the treasury management function
· Treasury outsourcing
· Accounting, budgeting and financial reporting
· Funding for long and short term purposes
· Cash flow forecasting
· Decisions on borrowing and lending amounts and periods
· Bank relationships and credit ratings
· Evaluation and management of risk and return.

	
	
	C2) Explain the environment in which treasury management is practised within the public services:
· Impact of organisational risk culture, values and financial objectives on an organisation’s risk profile
· Categories of financial market risks – currency risk, interest rate risk, liquidity risk and credit risk
· Impact of market volatility
· Bull and bear markets
· Awareness of current financial market dynamics, trends and issues
· Monitoring of key financial market indices
· Practical lessons from recent financial market events.

	
	
	C3) Describe the treasury management activities encountered in respect of a public services organisation:
· Borrowing and investment (including pension funds and financial derivatives)
· Equities and related investments
· Gilt-edged and related securities
· Asset and liability management (maturity matching)
· Cash resource management
· Banking services
· Investment and debt management services
· Advisory, consultancy and broking services.


	
	
	C4) Explain typical risk management concepts:
· Hedging techniques and calculations
· Interpretation of yield curves
· Arbitrage
· Swaps and options
· Forward and futures contracts
· FOREX
· Financial instruments
· Financial risk measurement models
· Qualitative risk assessment approaches
· Role of insurance.

	
	
	C5) Describe the nature of public services treasury management regimes:
· Statutory and regulatory frameworks
· Best practice requirements.

	D
	Demonstrate efficient and effective working capital management techniques
	D1) Explain the scope of working capital management:
· Role of working capital
· Management of a working capital cycle
· Handling and transmitting cash
· The use of external collection agencies and factoring
· Actions to improve accounts receivables position
· Ethical supplier payment policies.


	
	
	D2) Apply techniques to manage working capital:
· Simple and compound interest
· The Late Payment of Commercial Debts (Interest) Act 1998
· Using and taking early payment discounts
· Inventory management models: economic order quantities and re-order levels
· Cash management models: Baumol and Miller-Orr.

	E
	Calculate internal and external prices taking into account relevant political and organisational factors
	E1) Describe the influence of the following on price setting for public services:
· The political, legislative and economic climate
· Funding levels
· Organisational costs
· Alternative service providers
· Stakeholders’ expectations
· Benchmarking processes
· Competitive tendering.

	
	
	E2) Evaluate the relevance of various internal and external pricing approaches to the public services:
· Relevant costs for pricing decisions
· Cost-plus pricing
· Market-based pricing
· Incremental pricing
· Economists’ pricing model
· Differential pricing
· Transfer pricing
· Target pricing
· Service level agreements
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