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[FINACC] FINANCIAL ACCOUNTING 
 
Introduction 

 
The goal of this course is to help you understand better the financial information that companies publish 
in financial reports such as annual accounts and prospectuses. This knowledge is essential for business 
analysis and decision-making. 

 
Objectives 

 
• Understand the form and purpose of the three principal financial statements (balance sheet, 

income statement, and cash flow statement) and how they are constructed; 
• Define the key terms in them; 
• Extract from them useful information about a company’s business. 

 

Competences 
 
Basic Competences 

 
• Possess and understand knowledge that provides a basis or opportunity to be original in the 

development and / or application of ideas, often in a research context. (CB6). 
• The students know how to apply the knowledge acquired and their ability to solve problems in 

new or unfamiliar environments within broader (or multidisciplinary) contexts related to their area 
of study. (CB7). 

• The students can integrate knowledge and face the complexity of formulating judgments based 
on information that, being incomplete or limited, includes reflections on social and ethical 
responsibilities linked to the application of their knowledge and judgments. (CB8). 

• Students know how to communicate their conclusions and the knowledge and ultimate reasons 
that support them to specialized and non-specialized audiences in a clear and unambiguous way. 
(CB9). 

• Students possess the learning skills that allow them to continue studying in a way that will be 
largely self-directed or autonomous. (CB10). 
 

General Competences 
• To explain and discuss business situations in a rigorous, effective way using both formal and 
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informal procedures, and providing relevant information to support their observations and 
conclusions. (CG1). 

• To distinguish and categorize relevant information effectively for business decision making. (CG7). 
 
Specific Competences 

• To evaluate the quality of the information contained in financial reports and to detect cases of 
irregular accounting. (CE3). 

• To estimate the operating needs of funds and choose the most appropriate financial products for 
financing: credit policies, factoring, confirming, terms of payment with clients and suppliers, etc. 
(CE21). 

 
Content 

 
To interpret financial statements, one needs to understand how they have been prepared. In the first 
sessions we will describe the mechanics of accounting: how economic events are recorded and 
summarized in financial statements. 

 
Financial statements are rarely neutral. A company’s top managers might be evaluated on the numbers 
in them. But those same managers are also responsible for preparing the statements. Moreover, they 
often have discretion over the method used to account for a particular item in the accounts. The 
accounting estimates and methods that a firm adopts make up its accounting policies. We will devote 
much of the course to describing and illustrating the key accounting policy choices managers must make 
and examining the potential impact of those choices on the firm’s accounts. 

 
There is quite a lot of technical material in the course. Explanation and illustration of that material using 
lectures, readings, cases and problem assignments form the heart of the course. 

 
The course starts by introducing the three main financial statements: the balance sheet, the income 
statement and the cash flow statement. The balance sheet serves as an outline to understand the 
accounting treatment of different economic transactions in the firm such as valuing inventories, revenue 
recognition, depreciation and impairment of non-current assets, different forms of financing, etc. 
 
Evaluation 

 
Team Assignment: 10% (SE2) 
Final Exam 70% (SE3) 
Participation in Class: 20% (SE4) 

 
The IESE Business School's Honor Code and Learning Partnership apply to all activities in this course. 
For individual assignments, unless explicitly stated, you should not interact with anyone else. For 
deliverables to be done in teams you should interact only with the members of your team.
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