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Our objective is to provide a balanced and comprehensive framework to enable students 

to acquire the requisite knowledge and skills to appraise current practice critically and to

evaluate proposed changes from a theoretical base. To this end, the text contains:

● current IASs and IFRSs;

● illustrations from published accounts;

● a range of review questions;

● exercises of varying difficulty;

● extensive references.

Outline solutions to selected exercises can also be found on the Companion Website

(www.pearsoned.co.uk/elliott-elliott).

We have assumed that readers will have an understanding of financial accounting to a

foundation or first-year level, although the text and exercises have been designed on the

basis that a brief revision is still helpful.

Lecturers are using the text selectively to support a range of teaching programmes for

second-year and final-year undergraduate and postgraduate programmes. We have therefore

attempted to provide subject coverage of sufficient breadth and depth to assist selective use.

The text has been adopted for financial accounting, reporting and analysis modules on:

● second-year undergraduate courses for Accounting, Business Studies and Combined

Studies;

● final-year undergraduate courses for Accounting, Business Studies and Combined

Studies;

● MBA courses;

● specialist MSc courses; and

● professional courses preparing students for professional accountancy examinations.

Changes to the fourteenth edition

Accounting standards

UK listed companies, together with those non-listed companies that so choose, have applied

international standards from January 2005.
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For non-listed companies that choose to continue to apply UK GAAP, the ASB has stated

its commitment to progressively bringing UK GAAP into line with international standards.

For companies currently applying FRSSE, this will continue. The IASB issued IFRS 

for SMEs in 2009.

Accounting standards – fourteenth edition updates

Chapters 5 and 6 cover the evolution of global standards and a global Conceptual

Framework.

Topics and International Standards are covered as follows:

Chapter 4 Accounting for price-level changes IAS 29

Chapter 8 Preparation of statements of comprehensive IAS 1, IFRS

income and financial position

Chapter 9 Preparation of published accounts IAS 8, IAS 10, IAS 24, IFRS 5 

and IFRS 8

Chapter 11 Off balance sheet finance IAS 37

Chapter 12 Financial instruments IAS 32, IAS 39, IFRS 7 and 

IFRS 9

Chapter 13 Employee benefits IAS 19, IAS 26 and IFRS 2

Chapter 14 Taxation in company accounts IAS 12

Chapter 15 Property, plant and equipment (PPE) IAS 16, IAS 20, IAS 23, 

IAS 36, IAS 40 and IFRS 5

Chapter 16 Leasing IAS 17

Chapter 17 R&D; goodwill and intangible assets; IAS 38 and IFRS 3

brands

Chapter 18 Inventories IAS 2

Chapter 19 Construction contracts IAS 11

Chapters 20 to 24 Consolidation IAS 21, IAS 27, IAS 28, 

IAS 31 and IFRS 3

Chapter 25 Earnings per share IAS 33

Chapter 26 Statements of cash flows IAS 7

Chapter 30 Corporate governance IFRS 2

Income and asset value measurement systems

Chapters 1 to 4 continue to cover accounting and reporting on a cash flow and accrual basis,

the economic income approach and accounting for price-level changes.

The UK regulatory framework and analysis

UK listed companies will continue to be subject to national company law, and mandatory

and best practice requirements such as the Operating and Financial Review and the UK Code

of Corporate Governance.

UK regulatory framework and analysis – fourteenth edition changes

The following chapters have been retained and updated as appropriate:

Chapter 7 Ethical behaviour and implications for accountants

Chapter 10 Share capital, distributable profits and reduction of capital

Preface and acknowlegements • xxi



Chapter 11 Off balance sheet finance

Chapter 27 Review of financial ratio analysis

Chapter 28 Analytical analysis – selective use of ratios

Chapter 29 An introduction to financial reporting on the Internet

Chapter 30 Corporate governance

Chapter 31 Sustainability – environmental and social reporting

Chapter 32 Ethics for accountants (now Chapter 7)

Our emphasis has been on keeping the text current and responsive to constructive com-

ments from reviewers.

Recent developments

In addition to the steps being taken towards the development of IFRSs that will receive

broad consensus support, regulators have been active in developing further requirements

concerning corporate governance. These have been prompted by the accounting scandals 

in the USA and, more recently, in Europe and by shareholder activism fuelled by the

apparent lack of any relationship between increases in directors’ remuneration and company

performance.

The content of financial reports continues to be subjected to discussion with a tension

between preparers, stakeholders, auditors, academics and standard setters; this is mirrored

in the tension that exists between theory and practice.

● Preparers favour reporting transactions on a historical cost basis which is reliable but does

not provide shareholders with relevant information to appraise past performance or to

predict future earnings.

● Shareholders favour forward-looking reports relevant in estimating future dividend and

capital growth and in understanding environmental and social impacts.

● Stakeholders favour quantified and narrative disclosure of environmental and social

impacts and the steps taken to reduce negative impacts.

● Auditors favour reports that are verifiable so that the figures can be substantiated to avoid

them being proved wrong at a later date.

● Academic accountants favour reports that reflect economic reality and are relevant in

appraising management performance and in assessing the capacity of the company to adapt.

● Standard setters lean towards the academic view and favour reporting according to the

commercial substance of a transaction.

In order to understand the tensions that exist, students need:

● the skill to prepare financial statements in accordance with the historical cost and current

cost conventions, both of which appear in annual financial reports;

● an understanding of the main thrust of mandatory and voluntary standards;

● an understanding of the degree of flexibility available to the preparers and the impact of

this on reported earnings and the figures in the statement of financial position;

● an understanding of the limitations of financial reports in portraying economic reality; and

● an exposure to source material and other published material in so far as time permits.
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Instructor’s Manual

A separate Instructors’ Manual has been written to accompany this text. It contains fully

worked solutions to all the exercises and is of a quality that allows them to be used as over-

head transparencies. The Manual is available at no cost to lecturers on application to the

publishers.

Website

An electronic version of the Instructors’ Manual is also available for download at 

www.pearsoned.co.uk/elliott-elliott.
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MyAccountingLab puts students in control of their own learning through a suite of study and

practice tools tied to the online e-book. At the core of MyAccountingLab are the following features:

Practice tests

Practice tests for each section of the textbook enable students to test their understanding and identify

the areas in which they need to do further work. Lecturers can customise the practice tests or leave

students to use the two pre-built tests per chapter.

Personalised study plan

The study plan in MyAccountingLab helps each student to monitor their own progress, letting them see

at a glance exactly which topics they need to practice. MyAccountingLab generates a personalised study

plan for each student based on his or her results while working through the exercises for each chapter.

Guided tour of MyAccountingLab
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Each student can work through the study plan at their own pace, with instruction provided in the 

form of detailed, step-by-step solutions to problems. Many of the exercises in MyAccountingLab

are generated algorithmically, containing different values each time they are used. This means that

each student can practice particular concepts as often as they like. 

There is also a link to the online textbook from every question in the Study Plan, to assist with 

learning.

Lecturer training and support
We offer lecturers personalised training and support for MyAccountingLab. We have a dedicated

team of Technology Specialists whose job it is to support lecturers in their use of our media

products, including MyAccountingLab. To make contact with your Technology Specialist please

email feedback-cw@pearson.com.  

For a visual walkthrough of how to make the most of MyAccountingLab, visit

www.myaccountinglab.com.

To find details of your local sales representatives go to www.pearsoned.co.uk/replocator.


