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LANDMARK UNIVERSITY, OMU-ARAN

COURSE COMPACT

COLLEGE: COLLEGE OF BUSINESS AND SOCIAL SCIENCES
DEPARTMENT: ACCOUNTING AND FINANCE
PROGRAMME: ACCOUNTING
COURSE COMPACT FOR: ALPHA SEMESTER
COURSE
COURSE CODE: ACC 412
COURSE TITLE: PERFORMANCE MANAGEMENT ACCOUNTING |
CREDIT UNIT: 3 UNITS
COURSE STATUS: COMPULSORY

LECTURER’S DATA
NAME OF THE LECTURER: OLADIPO, OLUFEMI ADEBAYO (ACA)

QUALIFICATIONS OBTAINED: B.Sc (ACCOUNTING), M.Sc (ACCOUNTANCY),
ACA, ACFE.

DEPARTMENT: ACCOUNTING

COLLEGE: COLLEGE OF BUSINESS AND SOCIAL SCIENCES
E-MAIL: _ OLADIPO.OLUFEMI@LMU.EDU.NG

OFFICE LOCATION: RooM A113, NEwW COLLEGE BUILDING, INTERCOM

NO- 4220.
CONSULTATION HOURS: WEDNESDAYS 8:00 TO 10:00 AM

FRIDAYS 10:00 AM TO 1:00 PM

INTRODUCTION TO THE COURSE
COURSE DESCRIPTION: PERFORMANCE MANAGEMENT ACCOUNTING |
COURSE JUSTIFICATION

THIS COURSE FOCUSES ON PERFORMANCE AND MANAGEMENT ACCOUNTING IN
CORPORATE ORGANISATION. IT WILL EXAMINE STUDENTS’ ABILITY TO APPRECIATE THE
IMPORTANCE OF MANAGEMENT ACCOUNTING IN PERSONAL AND CORPORATE FINANCIAL
PLANNING AND DECISION-MAKING. IT WILL ALSO ENHANCE STUDENT’S ABILITY TO
PROVIDE RELEVANT INFORMATION TO ASSIST THE MANAGEMENT OF ORGANISATIONS IN
VARIOUS SECTORS AND AT OPERATIONAL AND STRATEGIC LEVELS IN PLANNING,
DECISION MAKING AND IN CONTROLLING OPERATIONS.

IT WILL ALSO TEST THE STUDENT’S ABILITY TO ANTICIPATE AND REACT TO
CONTEMPORARY AND CRITICAL ISSUES IN ACCOUNTING AND CORPORATE WORLD.
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THIS COURSE WILL ALSO INTRODUCE STUDENTS TO CURRENT TOPICS LIKE
QUANTITATIVE TECHNIQUES, PERFORMANCE MANAGEMENT AND MANAGERIAL
DECISION MAKING.

THIS COURSE IS RELEVANT MAJORLY IN THE MANUFACTURING INDUSTRY OF THE
PRIVATE SECTOR OF THE ECONOMY.

COURSE OBJECTIVES
AT THE END OF THIS COURSE, THE STUDENTS SHOULD BE ABLE TO UNDERSTAND:

* How TO ANALYSE PROBLEM SITUATIONS, PROPOSE AND/OR EVALUATE
ALTERNATIVE COURSES OF ACTION

* KNOWLEDGE OF THE RELEVANT QUANTITATIVE TECHNIQUES IN SOLVING
PROBLEMS.
* How TO IDENTIFY AND APPLY APPROPRIATE PERFORMANCE MEASUREMENT

TECHNIQUES..

+ MANAGEMENT ACCOUNTING AND MANAGEMENT INFORMATION SYSTEM (MIS).

+ MANAGEMENT ACCOUNTING REPORTS AND FEEDBACK.

+ THE ROLE OF QUANTITATIVE TECHNIQUES IN THE DECISION MAKING PROCESS.
+ DECISION THEORY (UNDER RISK AND UNCERTAINTY).

+ SIMULATION MODELS AND STAGES IN THE DEVELOPMENT OF SIMULATION
MODEL.

+ CoOST —VOLUME-PROFIT (C-V-P) ANALYSIS.

+ LINEAR PROGRAMMING (LP), SITUATION OF SINGLE RESOURCE CONSTRAINT.

SITUATION OF TWO OR MORE RESOURCES CONSTRAINT

* LEARNING CURVE AND REPLACEMENT STRATEGY.
* QUEUING THEORY
* CAPITAL INVESTMENT DECISION

COURSE CONTENT

INTRODUCTION AND SCOPE OF MANAGEMENT ACCOUNTING

MANAGEMENT ACCOUNTING AND MANAGEMENT INFORMATION SYSTEM.
THE ROLE OF QUANTITATIVE TECHNIQUE IN DECISION MAKING PROCESS.
DECISION THEORY AND SIMULATION

CosT-VOLUME-PROFIT (C-V-P) ANALYSIS

LINEAR PROGRAMMING

LEARNING CURVE, QUEUE THEORY AND CAPITAL INVESTMENT DECISION.
CURRENT TRENDS IN PERFORMANCE MANAGEMENT ACCOUNTING

VVVVVYVYVYVYY

COURSE EXPECTATIONS

EVERY CLASS IS EXPECTED TO BE AN INTERACTIVE ONE. THEREFORE, STUDENTS ARE
EXPECTED TO BE PUNCTUAL AND ATTEND LECTURES, PARTICIPATE ACTIVELY IN CLASS
AND PRACTICAL SESSION, READ RECOMMENDED TEXTS AND LECTURE MATERIALS, DO
ALL ASSIGNMENTS AND TESTS AS GIVEN.



S/N GRADING SCORE (%)
CONTINUOUS ASSESSMENTS

e C.AI (ASSIGNMENT AND GROUP

1 DISCUSSION) 7%

’ e C.All (MID-SEMESTER TEST) 15%
e C.AIII (ATTENDANCE AND CLASS 8%
PARTICIPATION)

2. SUB-TOTAL 30%

3. FINAL EXAMINATION 70%

4. TOoTAL 100%

COURSE DELIVERY STRATEGIES

1. TwWO HOURS OF LECTURE AND ONE HOUR OF TUTORIAL PER WEEK.

2. LECTURING WILL BE COMPLEMENTED WITH BOTH THEORY AND PRACTICAL
ASPECT.

3. LECTURING TO BE AIDED BY AUDIO VISUAL WHERE AND WHEN NECESSARY.

COURSE DURATION: THREE HOURS PER WEEK FOR 15 WEEKS (45 HOURS)

ALIGNMENT WITH GOALS AND VISION OF LANDMARK UNIVERSITY

TO IMPACT ADEQUATELY INTO THE STUDENTS, THE KNOWLEDGE OF MANAGEMENT
ACCOUNTING PRINCIPLES AND TECHNIQUES INTO OUR STUDENTS. THIS WILL
ENHANCE THEIR KNOWLEDGE IN BREAK NEW GROUNDS IN THE FIELD OF
ACCOUNTING.

TO ALSO MAKE STUDENTS TO BE SOLUTION PROVIDERS THROUGH ADEQUATE
UNDERSTANDING OF THE IMPORTANCE OF MANAGEMENT ACCOUNTING IN CORPORATE
FINANCIAL PLANNING AND DECISION-MAKING PROCESS IN THE CORPORATE WORLD

LECTURE CONTENT

> MODULE 1 OVERVIEW OF PERFORMANCE MANAGEMENT ACCOUNTING

> WEEK 1 & 2: INTRODUCTION AND SCOPE OF MANAGEMENT
ACCOUNTING

®¢ [INTRODUCTION.

¢ THE NATURE AND FUNCTIONS OF MANAGEMENT ACCOUNTING.
®¢ THE DECISION MAKING PROCESS

®¢ THE ROLES OF THE MANAGEMENT ACCOUNTANT

®¢ MANAGEMENT ACCOUNTING TECHNIQUES

®¢ COMPARISON OF MANAGEMENT ACCOUNTING AND FINANCIAL
ACCOUNTING.

> OBJECTIVES
AFTER STUDYING THIS MODULE, STUDENTS WILL

¢ UNDERSTAND THE SCOPE AND PRINCIPLES OF MANAGEMENT ACCOUNTING.



e EXPLAIN IN DETAILS MANAGEMENT ACCOUNTING AS IT RELATES TO COST
ACCOUNTING AND FINANCIAL ACCOUNTING.

¢ UNDERSTAND THE TECHNIQUES USED IN MANAGEMENT ACCOUNTING FOR
PLANNING, CONTROLLING, AND DECISION-MAKING.

e EXPLAIN THE ROLES OF MANAGEMENT ACCOUNTING IN AN ORGANISATION.

¢ UNDERSTAND THE BASIC MANAGEMENT ACCOUNTING ISSUES, SUCH AS
BUSINESS OBJECTIVES, GOAL CONGRUENCE ETC.

> DESCRIPTION
MANAGEMENT ACCOUNTING CAN BE DEFINED AS APPLICATION OF PROFESSIONAL
SKILLS IN THE PREPARATION AND PRESENTATION OF ACCOUNTING INFORMATION
IN SUCH A WAY AS TO ASSIST MANAGEMENT IN THE FORMULATION OF POLICIES
AND IN THE PLANNING, AND CONTROL OF THE OPERATIONS OF THE
UNDERTAKING.
MANAGEMENT ACCOUNTING ALSO COMPRISES THE PREPARATION OF FINANCIAL
REPORTS FOR NON-MANAGEMENT GROUPS SUCH AS SHAREHOLDERS, CREDITORS,
REGULATORY AGENCIES AND TAX AUTHORITIES.
IN THE ABOVE DEFINITIONS, WE COULD SEE THAT POLICY-MAKING, PLANNING
AND CONTROL ARE GENERALLY DESCRIPTIONS OF ALL THE FUNCTIONS OF
MANAGEMENT. IT MEANS THAT ANY INFORMATION WHICH COULD BE USEFUL TO
MANAGERS AND WHICH WAS EVALUATED IN MONETARY TERMS COULD BE A
MANAGEMENT ACCOUNTING RESPONSIBILITY.
FIRST HOUR
GENERAL INTRODUCTORY ASPECTS OF PERFORMANCE MANAGEMENT
ACCOUNTING AND ITS OBJECTIVES, AS WELL AS THE VARIOUS USERS OF
PERFORMANCE MANAGEMENT ACCOUNTING INFORMATION
SECOND HOUR
THE ROLES OF THE MANAGEMENT ACCOUNTANT, BUSINESS OBJECTIVES AND
MANAGEMENT INFORMATION SYSTEM, MANAGEMENT ACCOUNTING REPORTS AND
FEEDBACK; THE QUALITIES REQUIRED OF A GOOD MANAGEMENT INFORMATION
SYSTEM.
THIRD HOUR
OVERVIEW OF PERFORMANCE MANAGEMENT ACCOUNTING AND COMPARISON OF
MANAGEMENT ACCOUNTING, COST ACCOUNTING AND FINANCIAL ACCOUNTING
TUTORIAL WILL BE ON A WEEKLY BASIS. STUDENTS WILL BE GIVEN PRACTICAL
QUESTIONS TO SOLVE AND SOLUTION TO THE QUESTIONS WOULD BE REVIEW
TOGETHER WITH THE LECTURER.
> STUDY QUESTION:
MENTION TWO WAYS IN WHICH MANAGEMENT ACCOUNTING DIFFERS FROM
FINANCIAL ACCOUNTING.
IDENTIFY AND DESCRIBE TWO DIFFERENT USERS OF ACCOUNTING INFORMATION.
DESCRIBE TWO DIFFERENT FUNCTIONS OF MANAGEMENT ACCOUNTING.
WHAT IS GOAL CONGRUENCE?
MENTION TWO TECHNIQUES USED BY MANAGEMENT ACCOUNTANTS.
> READING LIST
1. ICAN STuDY PACK- PERFORMANCE MANAGEMENT, PROFESSIONAL
EXAMINATION LL.
2. ESSENTIALS OF MANAGEMENT ACCOUNTING BY ASAOLU T.O. & NASSAR
M.L.



3.

4.

MODULE 2
WEEK

ToPric:
SYSTEM
[ ]

APPLICATION OF QUANTITATIVE TECHNIQUES TO MANAGEMENT
ACCOUNTING BY ASAOLU T.0. & NASSAR M.L

ONLINE PUBLICATIONS, ICAN STUDENTS’ JOURNAL AND NEWSPAPERS.

MANAGEMENT INFORMATION SYSTEM
3&4

MANAGEMENT ACCOUNTING AND MANAGEMENT INFORMATION

INTRODUCTION TO MANAGEMENT INFORMATION SYSTEM
LEVEL OF INFORMATION

SYSTEM DESIGN

THE CHARACTERISTICS AND COMPONENTS OF A SYSTEM
TYPES OF SYSTEM (OPEN AND CLOSED)

MANAGEMENT CONTROL SYSTEM AND TYPES OF CONTROLS.

OBJECTIVES

AFTER
[ ]

STUDYING THIS MODULE, STUDENTS WILL

UNDERSTAND MANAGEMENT INFORMATION SYSTEM ROLE IN RELATION TO
MANAGEMENT ACCOUNTING.

EXPLAIN MANAGEMENT REPORTS AND FEEDBACK
IDENTIFY INFORMATION ATTRIBUTES.

STUDY QUESTION:

I.
IT.
I11.
1v.

STATE THREE QUALITIES OF INFORMATION

WHAT IS MANAGEMENT INFORMATION SYSTEM?

DESCRIBE TACTICAL INFORMATION?

THAT INFORMATION USED BY SENIOR MANAGERS TO PLAN THE
OBJECTIVES OF THEIR ORGANISATIONS AND TO ASSESS WHETHER THE
OBJECTIVES ARE BEING MET IN PRACTICE IS CALLED

READING LIST

1.

2.

MODULE 3
WEEK

ICAN STUuDY PACK- PERFORMANCE MANAGEMENT, PROFESSIONAL

EXAMINATION LL.
ESSENTIALS OF MANAGEMENT ACCOUNTING BY ASAOLU T.0O. & NASSAR

M.L.

DECISION MAKING PROCESS
5

ToPic: THE ROLE OF QUANTITATIVE TECHNIQUE IN DEcCISION MAKING

PROCESS
[ ]

INTRODUCTION.

QUANTITATIVE ANALYSIS PROCESS.
MODEL CONSTRUCTION AND MODELLING
TYPES OF MODEL

OBJECTIVES
AFTER STUDYING THIS MODULE, STUDENTS WILL
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UNDERSTAND THE TERMS RISK AND UNCERTAINTY
EXPLAIN THE APPLICATION OF PROBABILITY IN PROJECT APPRAISAL

UNDERSTAND THE CONSTRUCTION OF A DECISION TREE WHEN THERE IS A
RANGE OF ALTERNATIVES AND POSSIBLE OUTCOMES

THE MAXIMIN, MAXIMAX AND MINIMAX
ASSET REPLACEMENT DECISIONS

STUDY QUESTION:

I.
IT.

I11.

DISTINGUISH BETWEEN RISK AND UNCERTAINTY?
A TERM USED TO DESCRIBE ANY TECHNIQUE WHEREBY DECISION ARE
TESTED BY THEIR VULNERABILITY TO CHANGES IN ANY VARIABLES IS

KNOWN AS
THE SALES DEMAND OF A PRODUCT ARE AS FOLLOWS:
10,000 UNITS 0.3
20,000 UNITS 0.4
50,000 UNITS 0.2
100,000 UNITS o.1

SELLING PRICE PER UNIT IS N20 AND VARIABLE COST IS N6. WHAT IS
THE TOTAL CONTRIBUTION OF THE PRODUCT?

READING LIST

1.

2.

MODULE 4

ICAN STUuDY PACK- PERFORMANCE MANAGEMENT, PROFESSIONAL

EXAMINATION LL.
ESSENTIALS OF MANAGEMENT ACCOUNTING BY ASAOLU T.0O. & NASSAR

M.L.

DECISION THEORY

WEEK 6 & 7
Toric: DECISION THEORY AND SIMULATION

+INTRODUCTION.

+ + + + + + + *

DECISION MAKING UNDER CERTAINTY.

DECISION MAKING UNDER RISK

DECISION MAKING UNDER UNCERTAINTY.

SIMULATION MODEL.

STAGES IN THE DEVELOPMENT OF A SIMULATION MODEL.
CONTROLLABLE VARIABLES.

NON-CONTROLLABLE VARIABLES.

ADVANTAGES AND DISADVANTAGES OF SIMULATION

OBJECTIVES
AFTER STUDYING THIS MODULE, STUDENTS WILL

BE ABLE TO UNDERSTAND PAYBACK, RISK PREMIUM AND FINITE HORIZON
METHODS.

UNDERSTAND THE TERMS STANDARD DEVIATION AND COEFFICIENT OF
VARIATION AS MEASURES OF RISK AND THEIR LIMITATIONS.

EXPLAIN SENSITIVITY ANALYSIS AND IT APPLICATION TO PROJECT
APPRAISAL.



STUDY QUESTION:

1. ALAWADA LIMITED IS CONSIDERING A FIVE-YEAR PROJECT WHOSE INITIAL
COST WOULD BE N3MILLION. THE CONTRIBUTION CONSISTS OF ANNUAL SALES
OF N2.8MILLION AND VARIABLE COSTS OF N2MILLION FOR 1,000,000 UNITS
OF SALES PER ANNUM. THESE ARE THE EXPECTED MONEY VALUES IN YEAR 1.
ALL SALES WOULD BE MADE THROUGH A SINGLE DISTRIBUTOR WHO HAS ASKED
FOR A FIXED SELLING PRICE OF N2.80 PER UNIT FOR THREE YEARS AFTER
WHICH PRICES COULD BE INCREASED BY 20% FOR YEAR 4 AND HELD CONSTANT
AT THIS NEW PRICE FOR YEARS 4 AND 5. THE VARIABLE COST IS N2.00 PER
UNIT AND IT CONSISTS OF MATERIAL COST OF NO.80 WHICH IS EXPECTED TO
INCREASE BY 5% PER ANNUM AND THE BALANCE REPRESENTS LABOUR COST
WHICH IS EXPECTED TO INCREASE BY 10% PER ANNUM FOR EACH YEAR. THE
COMPANY’S COST OF CAPITAL IS ASSUMED TO BE 10%.

YOU ARE REQUIRED TO
(A) CALCULATE THE NET PRESENT VALUE OF THE PROJECT AND ADVISE ON ITS
VIABILITY.
(9 MARKS)
(B) STATE TWO FEATURES OF CAPITAL BUDGETING DECISION.
(c) GIVE FOUR REASONS WHY CAPITAL BUDGETING DECISION IS IMPORTANT.

READING LIST

1. ICAN STUuDY PACK- PERFORMANCE MANAGEMENT, PROFESSIONAL
EXAMINATION LL.

2. ESSENTIALS OF MANAGEMENT ACCOUNTING BY ASAOLU T.0O. & NASSAR
M.L.

3. APPLICATION OF QUANTITATIVE TECHNIQUES TO MANAGEMENT

ACCOUNTING BY ASAOLU T.0. & NASSAR M.L

MODULE 5 REVISION AND MID SEMESTER TEST
WEEK 8

ToPic: MID-SEMESTER TEST

MODULE 6 BREAK-EVEN ANALYSIS
WEEK 9 & 10

ToprPic: CosT-VOLUME-PROFIT (C-V-P) ANALYSIS

INTRODUCTION

APPLICATION OF C-V-P TECHNIQUES.

ASSUMPTIONS IN C-V-P ANALYSIS.

THE BREAK-EVEN CHART AND PROFIT VOLUME CHART.
C-V-P ANALYSIS FORMULA.

USING MATHEMATICAL APPROACH.

LIMITATIONS OF THE BASIC ASSUMPTIONS.
ILLUSTRATION AND PRACTICE QUESTIONS.

OBJECTIVES
AFTER STUDYING THIS MODULE, STUDENTS WILL

+ + + + + + +



BE ABLE TO APPLY MARGINAL COSTING TECHNIQUES AND THE
PREPARATION OF OPERATING STATEMENTS USING MARGINAL AND
ABSORPTION COSTING TECHNIQUES;

EXPLAIN THE PRINCIPLES OF CARRYING OUT THE COST-VOLUME-PROFIT
(CVP) ANALYSIS FOR DECISION MAKING;

BREAK-EVEN CHARTS AND PROFIT GRAPHS;
THE LIMITING FACTOR AND ITS EFFECT ON DECISION PROCESS.

STUDY QUESTION:

IT.
I11.

WHAT ARE THE FORMULAE FOR BREAK-EVEN POINT (UNITS); BREAK-EVEN
POINT (SALES VALUE)?

STATE FIVE (5) BASIC ASSUMPTIONS OF COST VOLUME PROFIT ANALYSIS
A COMPANY FIXED COST IS N100,000 AND HAS TWO PRODUCTS. THE
SALES AND CONTRIBUTION SALES RATIO ARE:

PRODUCT SALES P/V RATIO VARIABLE
A N300,000 20%
B N80,000 50%

DETERMINE THE VARIABLE COST FOR PRODUCT A AND B

READING LIST

MODULE 7
ACCOUNTING
WEEK

1. ICAN STUDY PACK~- PERFORMANCE MANAGEMENT, PROFESSIONAL
EXAMINATION LL.

2. ESSENTIALS OF MANAGEMENT ACCOUNTING BY ASAOLU T.O. &
NASSAR M.L.

3. APPLICATION OF QUANTITATIVE TECHNIQUES TO MANAGEMENT

ACCOUNTING BY ASAOLU T.0. & NASSAR M.L
THE APPLICATION OF QUANTITATIVE METHODS TO MANAGEMENT

11, 12 & 13

Toric: LINEAR PROGRAMMING

+ + + + + + + + %

* INTRODUCTION

SITUATION OF SINGLE-RESOURCE CONSTRAINT.

SITUATION OF TWO OR MORE RESOURCES CONSTRAINTS.

STRUCTURE OF A LINEAR PROGRAMMING.

OBJECTIVE FUNCTION AND CONSTRAINTS.

ASSUMPTION UNDERLYING LINEAR PROGRAMMING.

LIMITATIONS OF LINEAR PROGRAMMING.

APPROACHES TO LINEAR PROGRAMMING SOLUTIONS.

PROCEDURES FOR A GRAPHICAL SOLUTION TO A LINEAR PROGRAMMING

AND PROBLEM.

+

DUAL PRICE, SHADOW PRICE OR SENSITIVITY ANALYSIS.

OBJECTIVES
AFTER STUDYING THIS MODULE, STUDENTS WILL



BE ABLE TO UNDERSTAND THE SITUATIONS WHEN IT MAY BE
APPROPRIATE TO USE THE LINEAR PROGRAMMING TECHNIQUE;

EXPLAIN THE VARIOUS LINEAR PROGRAMMING TECHNIQUES AND THEIR
APPLICATIONS;

THE MEANING AND USEFULNESS OF THE TERM “SHADOW PRICE”

STUDY QUESTION:

IT.

I11.

1v.

A MATHEMATICAL TECHNIQUE CONCERNED WITH THE ALLOCATION OF
SCARCE RESOURCES IS CALLED

IN THE PRICING MODEL, THE INCREASE IN THE VALUE OF THE OBJECTIVE
FUNCTION WHICH WOULD BE ACHIEVED IF ONE UNIT OF THE RESOURCES
WAS AVAILABLE IS CALLED

THAT LINEAR PROGRAMMING REFERS TO THE QUANTIFICATION OF AN
OBJECTIVE AND USUALLY TAKES THE FORMAL MAXIMIZING PROFITS OR

MINIMIZING COSTS IS CALLED
WHEN CAN GRAPHICAL SOLUTION METHOD BE USED IN LINEAR
PROGRAMMING?

READING LIST

1. ICAN STUDY PACK~- PERFORMANCE MANAGEMENT, PROFESSIONAL
EXAMINATION LL.

2. ESSENTIALS OF MANAGEMENT ACCOUNTING BY ASAOLU T.O. &
NASSAR M.L.

3. APPLICATION OF QUANTITATIVE TECHNIQUES TO MANAGEMENT

ACCOUNTING BY ASAOLU T.0. & NASSAR M.L

MODULE 8 CAPITAL INVESTMENT DECISION
WEEK 14 & 15

ToPic: LEARNING CURVE, QUEUE THEORY AND CAPITAL INVESTMENT

DECISION

+ INTRODUCTION

+ LEARNING CURVE/COST EXPERIENCE CURVE THEORY

+ FACTORS THAT MUST PREVAIL FOR LCT TO BE APPLICABLE.

+ QUEUE THEORY.

+ ELEMENTS OF QUEUING SYSTEMS.

+ NON-DISCOUNTING METHOD- PAYBACK PERIOD METHOD (PBP) AND

+

ACCOUNTING RATE OF RETURN (ARR)

CONCEPT OF TIME VALUE OF MONEY.

CONCEPT OF ANNUITY.

DISCOUNTING METHOD- NET PRESENT VALUE (NPV), INTERNAL RATE OF

RETURN (IRR) AND MODIFIED IRR.

OBJECTIVES
AFTER STUDYING THIS MODULE, STUDENTS WILL

BE ABLE TO UNDERSTAND THE LEARNING CURVE THEORY AND THE
SITUATIONS WHEN IT CAN BE APPLIED;



EXPLAIN THE ADVANTAGES AND LIMITATIONS OF THE LEARNING CURVE
THEORY;

BE ABLE TO COMPUTE AVERAGE AND
DIFFERENT OUTPUT LEVELS;

UNDERSTAND HOW TO CALCULATE PBP, ARR, NPV AND IRR

INCREMENTAL LABOUR FOR

CAPITAL RATIONING AND SELECT THE OPTIMUM COMBINATION OF
INVESTMENTS WHEN CAPITAL IS RATIONED FOR A SINGLE PERIOD;

EXPLAIN THE CONCEPT OF PROFITABILITY INDEX.

STUDY QUESTION:

I.
IT.
I11.

1v.

WHAT IS A PROFITABILITY INDEX?

EXPLAIN THE CONCEPT OF CAPITAL RATIONING.

THE DISCOUNT RATE USED IN DISCOUNTED CASH FLOW CALCULATION IS
KNOWN AS

PRODUCTION AND COST DATA OF FOYEGBE NIGERIA LTD HAVE BEEN
RECORDED AS FOLLOWS:

PRODUCTS GLORY EXCELLENT
WONDERFUL
N N N
SALES PRICE 100 150 200
DIRECT MATERIAL (N2/KG) 10 66 45
DIRECT WAGES (N4/HR) 40 22 60
VARIABLE OVERHEAD 20 11

30

VARIABLE OVERHEADS ARE RECOVERED AT THE RATE OF N2 PER DIRECT
LABOUR HOUR. TOTAL FIXED OVERHEADS ARE ESTIMATED AT N60,000.

YOU ARE REQUIRED TO:

A) CALCULATE THE PRIORITY RANKING OF THE PRODUCTS:

I. WHEN THE MARKET FOR SALES IS LIMITED TO MATERIAL VOLUME

IT. WHEN THE MARKET FOR SALES IS LIMITED BY SALES VALUE

InI. WHEN THE SUPPLY OF LABOUR IS LIMITED

B) CALCULATE THE MAXIMUM CONTRIBUTION AND THE SALES UNITS
WHEN THE TOTAL RAW MATERIALS AVAILABLE ARE 30,000KG AND THE

MAXIMUM SALES POTENTIAL FOR EACH PRODUCT IS AS FOLLOWS:
GLORY (800 UNITS)EXCELLENT (700 UNITS) WONDERFUL (900 UNITS)

READING LIST

1. ICAN STUuDY PACK- PERFORMANCE MANAGEMENT, PROFESSIONAL
EXAMINATION LL.
2. ESSENTIALS OF MANAGEMENT ACCOUNTING BY ASAOLU T.0O. & NASSAR
M.L.
3. APPLICATION OF QUANTITATIVE TECHNIQUES TO MANAGEMENT
ACCOUNTING BY ASAOLU T.0. & NASSAR M.L
4. ONLINE PUBLICATIONS, ICAN STUDENTS’ JOURNAL AND NEWSPAPERS.
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MODULE 9 GENERAL REVISION

WEEK 16

ToPIC: GENERAL REVISION AND PREPARATION FOR THE ALPHA SEMESTER
EXAM.

HOD’s COMMENTS:

NAME: SIGNATURE DATE:
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