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Your market-leading BPP books, course materials and elearning materials do not write and update
themselves. People write them: on their own behalf or as employees of an organisation that invests in this
activity. Copyright law protects their livelihoods. It does so by creating rights over the use of the content.

Breach of copyright is a form of theft — as well being a criminal offence in some jurisdictions, it is
potentially a serious breach of professional ethics.

With current technology, things might seem a bit hazy but, basically, without the express permission of
BPP Learning Media:

° Photocopying our materials is a breach of copyright

° Scanning, ripcasting or conversion of our digital materials into different file formats, uploading
them to facebook or emailing them to your friends is a breach of copyright

You can, of course, sell your books, in the form in which you have bought them — once you have finished
with them. (Is this fair to your fellow students? We update for a reason.) But the e-products are sold on a
single user licence basis: we do not supply ‘unlock’ codes to people who have bought them second hand.

And what about outside the UK? BPP Learning Media strives to make our materials available at prices
students can afford by local printing arrangements, pricing policies and partnerships which are clearly
listed on our website. A tiny minority ignore this and indulge in criminal activity by illegally photocopying
our material or supporting organisations that do. If they act illegally and unethically in one area, can you
really trust them?
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Helping you to pass — the ONLY F9 Study Text reviewed
by the examiner!

As ACCA’s sole Platinum Approved Learning Partner — content, BPP Learning Media gives you the
unique opportunity to use examiner-reviewed study materials for the 2012 exams. By incorporating the
examiner’'s comments and suggestions regarding the depth and breadth of syllabus coverage, the BPP
Learning Media Study Text provides excellent, ACCA-approved support for your studies.

Before you can qualify as an ACCA member, you do not only have to pass all your exams but also fulfil a
three year practical experience requirement (PER). To help you to recognise areas of the syllabus that
you might be able to apply in the workplace to achieve different performance objectives, we have
introduced the ‘PER alert’ feature. You will find this feature throughout the Study Text to remind you that
what you are learning to pass your ACCA exams is equally useful to the fulfilment of the PER
requirement.

Studying can be a daunting prospect, particularly when you have lots of other commitments. The
different features of the text, the purposes of which are explained fully on the Chapter features page, will
help you whilst studying and improve your chances of exam success.

&

Our Texts are completely focused on helping you pass your exam.

Our advice on Studying F9 outlines the content of the paper, the necessary skills the examiner expects
you to demonstrate and any brought forward knowledge you are expected to have.

Exam focus points are included within the chapters to highlight when and how specific topics were
examined, or how they might be examined in the future.

Testing yourself helps you develop the skills you need to pass the exam and also confirms that you can
recall what you have learnt.

We include Questions — lots of them - both within chapters and in the Exam Question Bank, as well as
Quick Quizzes at the end of each chapter to test your knowledge of the chapter content.
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m Introduction

Chapter features

Each chapter contains a number of helpful features to guide you through each topic.

Topic list

What you will be studying in this chapter and the relevant
section numbers, together the ACCA syllabus references.

Puts the chapter content in the context of the syllabus as
a whole.

Introduction
Stlldv Guide Links the chapter content with ACCA guidance.

Highlights how examinable the chapter content is likely to
be and the ways in which it could be examined.

Exam Guide

What you are assumed to know from previous
studies/exams.

Summarises the content of main chapter headings,
FASTFORWARD ) J ) . ) ) .
allowing you to preview and review each section easily.

Knowledge brought forward from earlier studies

Demonstrate how to apply key knowledge and
techniques.

Examples

Definitions of important concepts that can often earn you

Key terms easy marks in exams.

When and how specific topics were examined, or how

Exam focus points they may be examined in the future.

Formulae that are not given in the exam but which have to
be learnt.

Gives you a useful indication of syllabus areas that
closely relate to performance objectives in your Practical

Experience Requirement (PER).

Formula to learn

Gives you essential practice of techniques covered in the
chapter.

Real world examples of theories and techniques.

@
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Chapter Rﬂlllldllp A full list of the Fast Forwards included in the chapter,

providing an easy source of review.

A quick test of your knowledge of the main topics in the
chapter.

. Found at the back of the Study Text with more
Exam Question Bank comprehensive chapter questions. Cross referenced for
easy navigation.

Studying F9

This paper examines a wide range of financial management topics, many of which will be completely new
to you. You will need to be competent at a range of quite tricky calculations as well as able to explain and
discuss financial management techniques and issues.

The F9 examiner

The examiner is Tony Head who was the examiner for Paper 2.4 under the old syllabus. He expects you to
be able to perform and comment on calculations, exercise critical abilities, clearly demonstrate
understanding of the syllabus and use question information.

Syliabus update

The F9 syllabus has been updated for the June 2012 sitting onwards. The only change is the clarification
of an area that was implicitly included in the syllabus previously, namely discounted payback.
Summary of changes to F9

ACCA periodically reviews its qualification syllabuses so that they fully meet the needs of stakeholders
such as employers, students, regulatory and advisory bodies and learning providers.

There are no changes to the syllabus. One area however has been clarified in the syllabus (it was implicitly
included previously) and is shown in Table 1 below:1 What F9 is about

Table 1 - Amendments to F9
‘Section and subject area _ Syllabus content
D3f) Discounted cash flow (DCF) techniques

Calculate discounted payback and discuss
its usefulness as an investment appraisal
method.

Introduction m
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1 What F9 is ahout

The aim of this syllabus is to develop the knowledge and skills expected of a finance manager, in relation
to investment, financing and dividend policy decisions.

F9 is a middle level paper in the ACCA qualification structure. There are some links to material you have

covered in F2, particularly short-term decision making techniques. The paper with a direct link following
F9 is P4 which thinks strategically and considers wider environmental factors. F9 requires you to be able
to apply techniques and think about their impact on the organisation.

2 What skills are required?

e You are expected to have a core of financial management knowledge
o You will be required to carry out calculations, with clear workings and a logical structure

e You will be required to explain financial management techniques and discuss whether they are
appropriate for a particular organisation

° You must be able to apply your skills in a practical context

3 How to improve your chances of passing

o There is no choice in this paper, all questions have to be answered
° You must therefore study the entire syllabus, there are no short-cuts

o Practising questions under timed conditions is essential. BPP’s Practice and Revision Kit
contains 25 mark questions on all areas of the syllabus

o Questions will be based on simple scenarios and answers must be focused and specific to the
organisation

° Answer all parts of the question. Even if you cannot do all of the calculation elements, you will still
be able to gain marks in the discussion parts

° Make sure you write full answers to discussion sections, not one or two word lists, the examiner is
looking for understanding to be demonstrated

° Plan your written answers and write legibly

° Include all your workings and label them clearly

e Read Student Accountant (the ACCA’s student magazine) regularly — it often contains technical

articles written either by or on the recommendation of the examiner which can be invaluable for
future exams.

4 Brought forward knowledge

You will need to have a good working knowledge of certain management accounting techniques from F2.
In particular, short-term decision making techniques such as cost-volume-profit analysis and the
calculation of relevant costs. This Study Text revises these topics and brought forward knowledge is
identified. If you struggle with the examples and questions used, you must go back and revisit your
previous work. The examiner will assume you know this material and it may form part of an exam
question.

The exam paper

Format of the paper

The exam consists of four compulsory 25 mark questions.
Time allowed is 3 hours with 15 minutes’ reading time.

- Introduction m’/_&'/
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Syllabus and Study Guide

The F9 syllabus and study guide can be found below.

MAIN CAPABILITIES

Syllabus

On successful completion of this paper candidates
AFM (P4) should be able to:
T A Discuss the role and purpose of the financial
management function
FM (F9) B  Assess and discuss the impact of the
economic environment on financial
3 management
i C  Discuss and apply working capital
MA (F2) management techniques
D Carry out effective investment appraisal

E Identify and evaluate alternative sources of
business finance

F  Explain and calculate the cost of capital and

To develop the knowledge and skills expected of a the factors which affect it

finance manager, in relation to investment, G Discuss and apply principles of business
financing, and dividend policy decisions. and asset valuations

H Explain and apply risk management
techniques in business.

AIM

RELATIONAL DIAGRAM OF MAIN CAPABILITIES

Financial
management function
(A)

.

Financial management environment (B)

A

Working capital
management (C)

!

Investment appraisal
(D)

!

a Business
finance (E)

! ,

Cost of capital (F) Business valuations (G)

v

A 4

Risk management (H)
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m Introduction

RATIONALE

The syllabus for Paper F9, Financial Management,
is designed to equip candidates with the skills that
would be expected from a finance manager
responsible for the finance function of a business.
The paper, therefore, starts by introducing the role
and purpose of the financial management function
within a business. Before looking at the three key
financial management decisions of investing,
financing, and dividend policy, the syllabus explores
the economic environment in which such decisions
are made.

The next section of the syllabus is the introduction
of investing decisions. This is done in two stages -
investment in (and the management of) working

capital and the appraisal of long-term investments.

The next area introduced is financing decisions. This
section of the syllabus starts by examining the
various sources of business finance, including
dividend policy and how much finance can be
raised from within the business. Cost of capital and
other factors that influence the choice of the type of
capital a business will raise then follows. The
principles underlying the valuation of business and
financial assets, including the impact of cost of
capital on the value of business, is covered next.

The syllabus finishes with an introduction to, and
examination of, risk and the main techniques
employed in the management of such risk.
DETAILED SYLLABUS

A  Financial management function

1. The nature and purpose of financial
management

2. Financial objectives and relationship with
corporate strategy

3. Stakeholders and impact on corporate
objectives

4. Financial and other objectives in not-for-profit
organisations

B  Financial management environment

1. The economic environment for business

BPP China

The nature and role of financial markets and
institutions

Working capital management

The nature, elements and importance of
working capital

Management of inventories, accounts
receivable, accounts payable and cash

Determining working capital needs and funding
strategies

Investment appraisal

The nature of investment decisions and the
appraisal process

Non-discounted cash flow techniques
Discounted cash flow (DCF) techniques
Allowing for inflation and taxation in DCF

Adjusting for risk and uncertainty in investment
appraisal

Specific investment decisions (lease or buy;
asset replacement, capital rationing)

Business finance
Sources of, and raising short-term finance
Sources of, and raising long-term finance

Raising short and long term finance through
Islamic financing

Internal sources of finance and dividend policy
Gearing and capital structure considerations

Finance for Small and Medium-size Entities
(SMEs)

Cost of capital
Sources of finance and their relative costs

Estimating the cost of equity

X
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Estimating the cost of debt and other capital
instruments

Estimating the overall cost of capital

Capital structure theories and practical
considerations

Impact of cost of capital on investments
Business valuations

Nature and purpose of the valuation of
business and financial assets

Models for the valuation of shares

The valuation of debt and other financial assets
Efficient market hypothesis (EMH) and
practical considerations in the valuation of
shares

Risk management

The nature and types of risk and approaches to
risk management

Causes of exchange rate differences and
interest rate fluctuations

Hedging techniqﬁes for foreign currency risk

Hedging techniques for interest rate risk

BPP China

APPROACH TO EXAMINING THE SYLLABUS

The syllabus for Paper F9 aims to develop the skills
expected of a finance manager who is responsible
for the finance function of a business.

The paper also prepares candidates for more
advanced and specialist study in Paper P4,
Advanced Financial Management.

The syllabus is assessed by a three-hour paper-
based examination consisting of four compulsory
25-mark questions. All questions will have
computational and discursive elements. The balance
between computational and discursive content will
continue in line with the pilot paper.

Candidates are provided with a formulae sheet and
tables of discount and annuity factors.

Introduction m



Study Guide

A

1.

a)

a)
b)

c)

d)

e)

m Introduction

FINANCIAL MANAGEMENT FUNCTION

The nature and purpose of financial
management

Explain the nature and purpose of financial
management.™

Explain the relationship between financial
management and financial and management
accounting.™

Financial objectives and the relationship with
corporate strategy

Discuss the relationship between financial
objectives, corporate objectives and corporate
strategy.'?

Identify and describe a variety of financial
objectives, including: @

i) shareholder wealth maximisation

i) profit maximisation

iii) earnings per share growth

Stakeholders and impact on corporate
objectives

Identify the range of stakeholders and their
objectives &

Discuss the possible conflict between
stakeholder objectives &

Discuss the role of management in meeting
stakeholder objectives, including the
application of agency theory.®

Describe and apply ways of measuring

achievement of corporate objectives

including: @

i) ratio analysis, using appropriate ratios such
as return on capital employed, return on
equity, earnings per share and dividend per
share

ii) changes in dividends and share prices as
part of total shareholder return

Explain ways to encourage the achievement of
stakeholder objectives, including: @

BPP China

a)

c)

a)

b)

c)

d)

a)

b)

c)

i) managerial reward schemes such as share
options and performance-related pay

ii) regulatory requirements such as corporate
governance codes of best practice and stock
exchange listing regulations

Financial and other objectives in not-for-profit
organisations

Discuss the impact of not-for-profit status on
financial and other objectives.™

Discuss the nature and importance of Value for
Money as an objective in not-for-profit
organisations.®

Discuss ways of measuring the achievement of
objectives in not-for-profit organisations.’”

FINANCIAL MANAGEMENT ENVIRONMENT
The economic environment for business

Identify and explain the main macroeconomic
policy targets !

Define and discuss the role of fiscal, monetary,
interest rate and exchange rate policies in
achieving macroeconomic policy targets.™!

Explain how government economic policy
interacts with planning and decision-making in
business.?!

Explain the need for, and the interaction with,
planning and decision-making in business of: !
i) competition policy

i) government assistance for business

iii) green policies

iv) corporate governance regulation.”!

The nature and role of financial markets and
institutions

Identify the nature and role of money and
capital markets, both nationally and
internationally.®

Explain the role of financial intermediaries.™

Explain the functions of a stock market and a
corporate bond market.?

B,
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d)

a)

b)

c)

a)

b)

c)

e)

Explain the nature and features of different
securities in relation to the risk/return trade-
Oﬁ_[’z]

WORKING CAPITAL MANAGEMENT f)

The nature, elements and importance of
working capital

Describe the nature of working capital and
identify its elements.™

Identify the objectives of working capital

management in terms of liquidity and

profitability, and discuss the conflict between

them. 3.

Discuss the central role of working capital
management in financial management.” a)

Management of inventories, accounts
receivable, accounts payable and cash

Explain the cash operating cycle and the role of
accounts payable and accounts receivable.”

Explain and apply relevant accounting ratios,
including: @
i) current ratio and quick ratio b)
ii)  inventory turnover ratio, average collection
period and average payable period
iii) sales revenue/net working capital ratio

Discuss, apply and evaluate the use of relevant
techniques in managing inventory, including
the Economic Order Quantity model and Just-
in-Time techniques.

Discuss, apply and evaluate the use of relevant
techniques in managing accounts receivable,

including:

i} assessing creditworthiness !

i) managing accounts receivable 1! D
iii) collecting amounts owing ™

iv) offering early settlement discounts ! 1.

v) using factoring and invoice discounting @
vi) managing foreign accounts receivable '?

a)
Discuss and apply the use of relevant
techniques in managing accounts payable,
including:
i) using trade credit effectively ™ b)

BPP China

ii) evaluating the benefits of discounts for
early settlement and bulk purchase @&
iii) managing foreign accounts payable !

Explain the various reasons for holding cash,

and discuss and apply the use of relevant

techniques in managing cash, including:*'

i) preparing cash flow forecasts to determine
future cash flows and cash balances

ii) assessing the benefits of centralised
treasury management and cash control

iit) cash management models, such as the
Baumol model and the Miller-Orr model

iv) investing short-term

Determining working capital needs and
funding strategies

Calculate the level of working capital

investment in current assets and discuss the

key factors determining this level, including:®

i)  the length of the working capital cycle and
terms of trade

ii) an organisation's policy on the level of
investment in current assets

iii) the industry in which the organisation
operates

Describe and discuss the key factors in

determining working capital funding strategies,

including:*?

i) the distinction between permanent and
fluctuating current assets

ii)  the relative cost and risk of short-term and
long-term finance

iii) the matching principle

iv) the relative costs and benefits of
aggressive, conservative and matching
funding policies

v) management attitudes to risk, previous
funding decisions and organisation size

INVESTMENT APPRAISAL

The nature of investment decisions and the
appraisal process

Distinguish between capital and revenue
expenditure, and between non-current assets

and working capital investment.®?

Explain the role of investment appraisal in the
capital budgeting process.'”

Introduction n



c)

a)

a)

b)
c)

d)

e)

f)

m Introduction

Discuss the stages of the capital budgeting
process in relation to corporate strategy.™

Non-discounted cash flow techniques

Identify and calculate relevant cash flows for
investment projects.”!

Calculate payback period and discuss the
usefulness of payback as an investment
appraisal method.®

Calculate return on capital eniployed
(accounting rate of return) and discuss its
usefulness as an investment appraisal
method.®

Discounted cash flow (DCF) techniques

Explain and apply concepts relating to interest

and discounting, including:

i) the relationship between interest rates
and inflation, and between real and
nominal interest rates

ii) the calculation of future values and the
application of the annuity formula

iii) the calculation of present values,
including the present value of an annuity
and perpetuity, and the use of discount
and annuity tables

iv) the time value of money and the role of
cost of capital in appraising investments

Calculate net present value and discuss its
usefulness as an investment appraisal
method .

Calculate internal rate of return and discuss its
usefulness as an investment appraisal
method.®

Discuss the superiority of DCF methods over
non-DCF methods.®!

Discuss the relative merits of NPV and IRR.%
Calculate discounted payback and discuss its

usefulness as an investment appraisal
method.@

BPP China

a)

b)

c)

a)

b)

c)

a)

b)

c)

Allowing for inflation and taxation in DCF

Apply and discuss the real-terms and nominal-
terms approaches to investment appraisal

Calculate the taxation effects of relevant cash
flows, including the tax benefits of capital
allowances and the tax liabilities of taxable
profit.®!

Calculate and apply before- and after-tax
discount rates.

Adjusting for risk and uncertainty in
investment appraisal

Describe and discuss the difference between
risk and uncertainty in relation to probabilities
and increasing project life.'?

Apply sensitivity analysis to investment projects
and discuss the usefulness of sensitivity
analysis in assisting investment decisions.®

Apply probability analysis to investment
projects and discuss the usefulness of
probability analysis in assisting investment
decisions.®?

Apply and discuss other techniques of
adjusting for risk and uncertainty in investment
appraisal, including:

i) simulation !

ii) adjusted payback ™!

iii) risk-adjusted discount rates

Specific investment decisions (Lease or buy;
asset replacement; capital rationing)

Evaluate leasing and borrowing to buy using
the before-and after-tax costs of debt.?

Evaluate asset replacement decisions using
equivalent annual cost.””!

Evaluate investment decisions under single-

period capital rationing, including:*’

i) the calculation of profitability indexes for
divisible investment projects

ii) the calculation of the NPV of combinations
of non-divisible investment projects

iii) a discussion of the reasons for capital
rationing
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a)

a)

b)

a)

b)

c)

BUSINESS FINANCE
Sources of and raising short-term finance

Identify and discuss the range of short-term
sources of finance available to businesses,
including: @

i) overdraft

ii) short-term loan

jii) trade credit

iv) lease finance

Sources of and raising, long-term finance

|dentify and discuss the range of long-term
sources of finance available to businesses,
including: &

i) equity finance

ii) debt finance

jii) lease finance

iv) venture capital

Identify and discuss methods of raising equity
finance, including: &

i) rights issue

ii) placing

jii) public offer

iv) stock exchange listing

Raising short and long term finance through
Islamic financing

Explain the major difference between Islamic
finance and the other forms of business
finance.™!

Explain the concept of interest (riba) and how
returns are made by Islamic financial
securities.™ (calculations are not required)

|dentify and briefly discuss a range of short and
long term Islamic financial instruments
available to businesses including™!

i) trade credit (murabaha)

i) lease finance (ijara)

iii) equity finance (mudaraba)

iv) debt finance (sukuk)

v) venture capital (musharaka)

BPP China

c)

b)

b)

c)

Internal sources of finance and dividend
policy

Identify and discuss internal sources of finance,
including:®
retained earnings

i) increasing working capital management

efficiency

Explain the relationship between dividend
policy and the financing decision !

Discuss the theoretical approaches to, and the
practical influences on, the dividend decision,
including: @

i) legal constraints

i) liquidity

iii) shareholder expectations

iv) alternatives to cash dividends

Gearing and capital structure considerations

Identify and discuss the problem of high levels
of gearing !

Assess the impact of sources of finance on
financial position and financial risk using
appropriate measures, including:

i) ratio analysis using statement of financial
position gearing, operational and financial
gearing, interest coverage ratio and other
relevant ratios &

i) cash flow forecasting ¥

iii) effect on shareholder wealth %!

Finance for small and medium sized entities
(SMEs)

Describe the financing needs of small
businesses.?

Describe the nature of the financing problem
for small businesses in terms of the funding
gap, the maturity gap and inadequate
security.?

Explain measures that may be taken to ease
the financing problems of SMEs, including the
responses of government departments and
financial institutions.™
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