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Course Description
This course develops your knowledge of finance and accounting and the ability to use that knowledge to interpret financial and accounting information in order to provide advice to the board, or a similar decision-making body, in strategy development and/or decision-making.  Students must have attained a basic level of understanding of financial accounting and finance.

Learning outcomes 
After successful completion of this course you should: 
· Be able to critically engage with the need for regulating financial reporting by entities 
· Understand how financial statements and reports are prepared and evaluate them in order to provide insightful interpretation 
· Be able to identify and critically evaluate sources of finance and their associated risks and returns 
· Be able to conceptualise the nature and importance of capital structure and the cost of capital and evaluate these for decision making 
· Be able to critically explore fundamental financial decision-making theories and evaluate these for decision making. 


Course Contents 
	No. 
	Topics 
	Details 
	Duration 
	Week No.

	1.0
	The regulatory framework (legislation and accounting standards) of financial reporting 

	The need and necessity of regulation in financial reporting, including:
· Public interest argument – the need to achieve desired social goals:
· The role of financial accounting standards Generally Accepted Accounting Practice (GAAP) and International Financial Reporting Standards (IFRS) in regulating financial reporting:
· Agency theory
· Arguments against accounting regulation
· Statutory framework and legal requirements

	8 hours 
	1&2

	2.0
	Role of IFRS in regulating financial reporting*(Group work)
	The international approach:
· the need for global financial reporting standards –
· the work and objectives of the International Accounting Standards Board (IASB)
· a principle-based approach to developing a common set of financial reporting standards
· The regulatory structure of international financial reporting and the standard-setting process:
· structure of the IASB’s financial reporting standards and role of the International Accounting Standards Committee (IASC)
· IFRS framework and the world:
· historical reasons for differences in accounting practices – GAAPs versus IFRS
· principal differences between IFRS and UK GAAP
· The local approach – standard setting and the adoption of International Accounting Standards (IAS)
· Current developments & Convergence

	4 hours 
	3

	3.0
	The Conceptual Framework for financial reporting
	· Financial accounting concepts and principles and the Conceptual Framework in the preparation and presentation of financial statements.
· Purpose of the Conceptual Framework
· Basic objectives and users of financial statements
· Assumptions underlying financial statements
· fundamental qualitative characteristics:
· enhancing qualitative characteristics:
· Elements of financial statements 
· Use of capital and capital maintenance in accrual basis financial statements
· Contribution and inherent limitations of financial statements, including key ethical issues
· The use of the business model concept in financial reporting

	4 hours 
	4

	4.0
	Criteria and requirements for information appearing in a published financial statements as per international reporting framework
	· Objectives of financial statements
· Structure and content of financial statements
· Preparation of financial statements and the concepts of:
· Reporting period and comparative information
· An overview of accounting irregularities and creative accounting

	4 hours 
	5

	5.0
	Key components of financial statements for single entities

	· Statement of profit or loss and other comprehensive income
· Statement of change in equity:
· Statement of financial position (balance sheet):
· Statement of cash flow – as per requirement of IAS 7 ‘Statement of Cash Flows’
Note: Students will not be required to prepare financial statements as part of their assessment.

Other components and disclosures made in published accounts
· Purpose and contents of:
· Notes to the accounts – purpose and contents.
· Other disclosures, including: judgements and key assumptions and dividends

	
	

	6.0
	Interpretation of accounting policies based on IFRS
	· Measurement and recognition of revenue
· Financial reporting by groups of companies
· Accounting for business combinations, investment in subsidiaries
· Circumstances in which the obligation to prepare consolidated accounts does not apply
· Multinational accounting
· Application of IFRS to group scenarios
	4 hours 
	6

	7.0
	Analysis and evaluation of financial statements
	· Financial analysis methods including:
· horizontal analysis between two periods
· vertical analysis comparing financial data
· Use and limitations of ratio analysis to measure financial performance
· Cash flow analysis
· Earnings management – use and limitations of earnings per share (EPS) analysis
· Purpose and usefulness of value for money and economic value added (EVA) analysis
· Overtrading, financial distress and insolvency

	4 hours 
	7

	8.0
	Financial markets and market participants (Investor-Borrowers)

	· Private versus public markets:
· The role of other sources of finance, including
·  Investor – borrower expectations 
	4 hours 
	8

	9.0
	Sources of long-term (LT) and short-term (ST) finance and their associated risks and returns

	· Identification and evaluation of the features and use of various sources of long term finance:
· External sources of short-term finance

	4 hours 
	9

	10.0
	Capital structure and cost of capital and working capital management

	· Factors that determine capital structure in companies
· Evaluation of financial models related to the capital structure decision
· Equity capital including:
· Capital gearing:
· the capital structure debate – traditional versus Modigliani-Miller arguments and the impact of real world factors
· The concept of financial risk in relation to gearing
· The concept of business risk in relation to areas of operation and to the proportion of fixed overhead in their cost structure
· Weighted Average Cost of Capital (WACC), including selection of an appropriate cost of capital for use in valuation
· Dividend or internal investment
	4 hours 
	10

	11.0
	Financial decisions for investing in equities
	· Investment decisions, criteria the need for investment appraisal
· Investor risk and return and different risk assessment models, including:
· Use of portfolios, including:
· The problem of risk and the risk preferences of investors, including risk versus risk-free investments
· Economic outlook and forecasts of interest rates and market return, including:
· indifference curves
	4 hours 
	11

	12.0
	Company analysis and business valuation methods for making financial decisions plus shareholder value analysis
	· Financial statement analysis
· Relative value measures
· Discounted cash flow (DCF) models – to estimate the attractiveness of an investment opportunity
· Efficient market hypothesis and its application to business valuations
· Earnings per share (EPS)
· Dividend Discount Model (DDM) (also known as Gordon’s Growth Model)
· Capital Asset Pricing Model (CAPM), systematic risk, β factor, α values
· Price/earnings (P/E) ratio
· Value creation
· Value drivers including:
· Strengths and weaknesses of SVA
· Economic value added (EVA) as an alternative to SVA
· Measuring value creation:
	4 hours 
	12

	13.0
	Financial decisions for investing in projects and Monitoring and controlling of investment projects
	· Identification and analysis of a project’s:
· Factors in project appraisal:
· Project appraisal techniques, including:
· factors affecting project appraisal:
· Advantages, disadvantages and appropriateness of investment appraisal methods in different circumstances
· Evaluating projects with unequal costs and service lives
· Profitability index (benefit–cost ratio) and its use in capital rationing situations, including:
· Use and purpose of budgeting and budgetary control:
	4 hours 
	13



Mode of delivery
· Lectures
· Group Discussion
· Tutorials

Mode of Assessment
· Course work	- 	30%
· Examination	-	70%
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