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1
INTRODUCTION

The overall aim of this qualification is to accredit candidates’ knowledge and understanding of the fundamental principles of financial management.  Within the qualification candidates have the opportunity to gain knowledge of the nature of accounting, accountability and stewardship within a business environment and the analysis and interpretation of financial statements. Candidates will also gain an appreciation of the methods and importance of planning, informed decision-making and control within business through studying working capital maintenance, sources of funding, cost behaviour and investment appraisal.  
The qualification is specifically designed as an introduction to financial management for non-specialists and therefore emphasis will be placed on analysing and explaining numerical calculations rather than book-keeping entries within the accounting records. However, candidates will be expected to show a high degree of accuracy in their work.
This is a stand-alone qualification which is not specifically linked to any other qualification; however it may be used to supplement other book-keeping, accounting and management qualifications where candidates require an overview of financial management. It may also be useful for candidates studying non-financial degrees and other courses where some knowledge of financial management is required. 
To be awarded the qualification, candidates are required to successfully demonstrate their competence by means of an external examination. 

2
AIMS
In summary, the qualification aims to enable candidates to: 

1 
Understand the nature of accounting, accountability and stewardship within a business environment and analyse and interpret financial statements using ratio.
2
Understand the importance of working capital maintenance and assess the different funding available for a range of businesses and purposes, matching long-term needs with long-term funding and short-term needs with short-term funding.
3
Understand and distinguish between costs based on their behaviour and use this information for decision-making.

4
Assess the viability of a project using the investment appraisal techniques of payback and Net Present Value (NPV).


5
Upon completion, progress in their learning to further develop their knowledge, understanding and skills by:

· Further studies of accounting routines and procedure at this Level (Level 3) and some at Level 4 of the National Occupational Standards

3
TARGET GROUP
The IAB Finance for Non-Financial Managers qualification is specifically designed to appeal to those who are aspiring to become, or who are already, managers in an area other than finance.

The Level 3 qualification is primarily designed for the following candidates:

1
Those who already have some book-keeping experience and who wish to acquire further skills and knowledge of financial management.
2
Those candidates who already hold the IAB Level 2 or Level 3 Certificate in Book-keeping or the Certificate in Computerised Book-keeping who wish to further enhance their financial management skills.
3
Those studying on non-financial courses where some degree of financial management knowledge is required.
4 Those employed in non-financial managerial roles that need an appreciation of the nature and basic techniques of financial management.
4
STATEMENT OF LEVEL

This qualification has been designed to assess the knowledge and skills of financial management at Level 3 of the National Qualifications Framework.

5
ENTRY REQUIREMENTS

There is no pre-requisite knowledge or skills required before candidates can enroll for this qualification.
As the examination tests the application of knowledge, understanding and skills and not simply the recall of facts and figures, a high standard of performance is required.

Information regarding equivalent qualifications can be found via the IAB web-site (www.iab.org.uk) or by contacting the IAB directly.

6
PROGRESSION

This qualification has been designed as a stand-alone qualification, however it will provide some coverage of Unit 6 of the NVQ in Accounting Level 3 and Unit 15 of the NVQ in Accounting Level 4. 
7
THE STRUCTURE OF THE QUALIFICATION

The Level 3 qualification consists of one two hour externally assessed examination. 

Teachers/trainers may find it necessary to address the Learning Outcomes in a different order initially.  Teachers and trainers should ensure that learning programmes are designed to meet the needs of individual candidates.  
It is considered that this qualification has a ‘notional’ estimate of 60 Guided Learning Hours (GLH) or 120 hours of Notional Learning Time (NLT).  It is ‘notional’ because the actual GLH/ NLT of courses must take into account the specific needs of the individual candidates for the qualification.  For example, candidates who are relatively new to working with numbers may need significantly more GLH as opposed to those with substantial experience who may need less.  Teachers/trainers should use their professional judgement in assessing the needs of candidates and deciding the GLH/NLT to be provided.  

The qualification could be offered as a traditional 30 week course for students who regularly attend college, or as a short intensive 2 or 3 day course, though this would expect students to have some prior knowledge of financial management and would need to be supported with homework tasks to ensure candidates are sufficiently prepared for the examination.
8
ASSESSMENT AND GRADING

All Learning Outcomes will be assessed through one, externally set and marked, two hour examination. There will be two compulsory questions and then a choice of two from three.  The assessment will build on the candidates’ financial management knowledge and will assess the candidate’s ability in relation to the Learning Outcomes. Candidates will be required to carry out the tasks accurately and in keeping with current accounting concepts and practice.  Faults will be incurred where candidates make errors in numeracy, spelling or failing to follow required procedures. 

In order to achieve a Pass, candidates will be required to complete the assessment tasks without exceeding the permitted error tolerance.

To achieve the qualification, candidates must obtain at least 55%. Such candidates are categorised into   four grades, namely: Distinction with Commendation; Distinction; Credit; and Pass. Candidates obtaining  less than 55% are categorised into Marginal Fail and Fail.

PASS AND FAIL MARKS/PERCENTAGES

A*
DISTINCTION WITH COMMENDATION

95% and above

A
DISTINCTION




            85 – 94.99% 

B
CREDIT





70 – 84.99% 

C
PASS






55 – 69.99% 

M
MARGINAL FAIL




50 – 54.99%

F
FAIL






Below 50%

Candidates may sit the Examination on either of the specific dates set and published by the IAB or on dates set by Centres on an ‘On-demand’ basis. Centres are advised to consult the IAB Centre Handbook on the IAB website (www.iab.org.uk) or contact the IAB for details of how to arrange an 'On-demand' examination.  All necessary security of candidate data and information will be undertaken by the IAB.
9
CERTIFICATION

All candidates who achieve a Pass grade will receive a formal Results Letter and may apply for a Certificate in Finance for Non-Financial Managers.  
10
NATIONAL OCCUPATIONAL STANDARDS IN BUSINESS DEVELOPMENT, MANAGEMENT LEADERSHIP AND ACCOUNTING SIGN-POSTING 

A sign-posting map is provided at the end of the Unit Specification, demonstrating the links between this qualification and other qualifications covered by National Occupational Standards.
11
KEY SKILLS LINKS  

During their study towards the qualification, candidates may have opportunities to develop the knowledge and skills necessary to produce some of the evidence required for the Level 3 for the following Key Skills:

· Application of Number

· Communication

· Information and Communication Technology

· Improving Own Learning and Performance

· Problem Solving

· Working with Others

12
SPIRITUAL, MORAL, ETHICAL, SOCIAL AND CULTURAL VALUES

Tutors preparing candidates would have opportunities to introduce relevant ethical, social and moral values throughout a course leading to this qualification.  Of specific relevance would be matters of honesty and integrity, probity and confidentiality of information.  In addition, the IAB Framework for Regulation and Code of Best Practice (provided at Appendix 5) also underpin all Learning Outcomes of the qualification.

13
HEALTH AND SAFETY ISSUES, ENVIRONMENTAL ISSUES AND EUROPEAN DEVELOPMENTS

There is no specific coverage of these issues within the qualification.
14
REASONABLE ADJUSTMENTS FOR CANDIDATES WITH PARTICULAR REQUIREMENTS

The IAB and IAB Accredited Centres are required to ensure that candidates with particular assessment needs are not disadvantaged and that appropriate arrangements are made to meet their assessment needs. The procedure to make an application for arrangements to meet a candidate’s specific needs is detailed in the IAB Centre Handbook.

15
ENQUIRIES AND APPEALS

The IAB and IAB Accredited Centres are required to process all enquiries and appeals in accordance with the IAB established procedures.

16 UNIT SPECIFICATION INCLUDING NVQ LEVEL 3 AND 4 IN ACCOUNTING SIGN-POSTING

IAB Level 3 – Finance for Non Financial Managers

Aim of the Unit

· Understand the nature of accounting, accountability and stewardship within a business environment 
· Understand how financial statements can be analysed and interpreted to judge the performance of a business

· Understand the importance of working capital maintenance

· Identify and assess different sources of funding available for business

· Understand and distinguish between costs based on their behaviour
· Understand and use cost behaviour for decision making

· Understand and make appropriate pricing decisions for business

· Assess the viability of a project using investment appraisal techniques

Prior Knowledge and Skills Requirements

This Unit may be studied independently and there is no prerequisite knowledge or skills required.

	Learning Outcome

	Assessment Criteria

	1. Understand the nature of accounting, accountability and stewardship within a business environment


	Understand the nature and purpose of book-keeping and accounting and the difference between them.
Be able to:

· Explain the difference between book-keeping, financial accounting and management accounting.

· Identify different stakeholders and their interest in the financial position of the business.

· Explain how accounting can be used for planning, decision making and control.

Understand that book-keeping is a system of providing financial information through recording and summarising the transactions of a business. Understand that accounting produces the results of a business in standard formats to enable stakeholders to assess performance and stewardship.

Be able to:

· Identify and describe the fundamental accounting concepts of going concern, accruals, consistency, prudence and true and fair.

· Identify the key elements of financial statements (income, expenses, assets, liabilities, capital) and describe their relationship using the accounting equation.


	1. Understand the nature of accounting, accountability and stewardship within a business environment (continued)

	· Identify the main financial statements and explain how they are compiled (Profit and Loss Account, Balance Sheet and Cash Flow Statement).

· Explain the purpose of the main financial statements (Profit and Loss Account, Balance Sheet and Cash Flow Statement).
· Describe how financial accounts are regulated using accounting standards.


	2. Understand how financial statements can be analysed and interpreted to judge the performance of a business


	Understand how financial statements can be analysed and interpreted using ratio analysis so that stakeholders can judge the performance of a business.

Be able to:

· Identify likely users of ratio analysis and explain how they might use the information.

· Calculate and interpret profitability ratios (gross profit, net profit, ROCE, asset turnover).

· Calculate and interpret liquidity ratios (current ratio, acid test ratio, debtor days, creditor days, stock turnover days).

· Calculate and interpret investment ratios (gearing, interest cover, simple EPS)

· Use ratio analysis to make comparisons between one business over time, two businesses or to compare results to industry standards.

· Explain the benefits and limitations of ratio analysis.


	3. Understand the importance of working capital maintenance


	Understand that management of working capital is important for the survival and development of a business. 

Be able to:

· Identify the components of working capital (stock, debtors, creditors, and cash) and draw and explain the operating (cash flow) cycle.

· Explain how different businesses have different operating (cash flow) cycles and therefore different working capital needs, and give examples.

· Calculate the operating (cash flow) cycle in days.

· Identify the costs of holding stock and calculate the Economic Order Quantity (EOQ).

· Explain how stock can be managed to minimise the cost of holding it.

· Explain how debtors can be managed through good credit control procedures.




	3. Understand the importance of working capital maintenance (continued)

	· Explain how creditors can be used as a source of finance and identify the costs of trade credit.
· Explain how the elements of working capital can be managed effectively to minimise borrowing and its associated costs.

Understand how a cash flow forecast can be used to predict and manage future working capital requirements.

Be able to:

· Distinguish between ‘cash’ and ‘profit’.

· Identify and understand the implications of non-cash accounting adjustments such as depreciation and provision for bad debts.

· Prepare a simple cash flow forecast and identify periods of cash excess or cash shortage.



	4. Identify and assess different sources of funding available for business


	Understand that there are a range of sources of finance available for businesses and those different types of finance are suitable for different purposes.

Be able to:

· Identify the major sources of finance for businesses (loans, shares, investment by third parties, hire purchase, finance leases, debt factoring, and trade creditors).

· Explain how profits can be retained within the business to help fund expansion and assist in obtaining loans and overdrafts.
· Describe the advantages and disadvantages of different sources of finance.

· Identify the implications of different sources of finance in terms of cost, ownership of assets and failure to repay borrowed funds.

· Select appropriate sources of finance to solve a business problem or proposed project, recognising the importance of matching long/short term finance with long/short term projects.



	5. Understand and distinguish between costs based on their behaviour


	Understand that costs can be classified in different ways based on their behaviour.

Be able to:

· Distinguish between direct and indirect costs.

· Allocate and apportion indirect costs to direct production cost centres.

· Distinguish between fixed, variable, semi-variable and stepped costs and give examples of each type of cost.


	5. Understand and distinguish between costs based on their behaviour (continued)

	· Draw or identify graphical representations of fixed, variable, semi-variable and stepped costs.

· Calculate the fixed and variable elements of semi-variable costs using the high/low method.


	6. Understand and use cost behaviour for decision making


	Understand that knowing how costs behave can be important for decision making and use cost analysis to make recommendations.

Be able to:

· Calculate contribution (selling price less variable costs) and explain how maximising contribution will maximise profits.
· Identify a limiting factor and recommend a production plan which will maximise contribution (ranking decision).

· Calculate breakeven point and margin of safety.

· Draw a cost-volume-profit chart (breakeven chart).

· Identify relevant costs for decision making.

· Perform calculations and accept or reject business proposals based on relevant costs.
· Identify and explain the limitations of break-even analysis.


	7. Understand and make appropriate pricing decisions for business 


	Understand that there are a number of factors that affect pricing policies and make appropriate pricing decisions based on full cost plus pricing and marginal cost plus pricing.

Be able to:

· Identify the factors that affect pricing policies.

· Explain the product life cycle and how this influences pricing policies.

· Calculate full cost using a given fixed overhead absorption rate.

· Calculate selling price based on full cost plus pricing.

· Calculate selling price based on marginal cost plus pricing.

· Outline the advantages and disadvantages of full cost plus pricing and marginal cost plus pricing.

· Describe market penetration pricing, price skimming and differential pricing.

· Explain the impact of over-under absorption of overheads with changes in activity levels.




	8. Assess the viability of a project using investment  appraisal techniques


	Understand the significance of the time value of money when making investment decisions and assess the viability of a project using investment appraisal techniques.

Be able to:

· Distinguish between ‘capital’ and ‘revenue’ expenditure.

· Calculate the payback period of a project, compare with company policy on payback and recommend whether the project should go ahead.

· Outline the advantages and disadvantages of appraising a project using payback.

· Calculate the Net Present Value (NPV) of a project using discount tables, compare with company policy and recommend whether the project should go ahead.
· Outline the advantages and disadvantages of appraising a project using NPV.

· Explain the Internal Rate of Return (IRR).
· Identify and explain non-financial considerations for project appraisal, for example, legal issues, ethical issues, quality implications, economic implications and personnel implications.
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