BCom (Hons) in Accounting Conversion Programme

Course Title
:
Accounting Theory

Course Code
:
ACCT 350

Number of Credits
:
3 credits 

Course Aims

This course aims to:

1 enable students to think critically and understand the implications of financial accounting for the fair and efficient operation of the market economy; and 

2 provide a decision usefulness approach for students to understand the current financial accounting and reporting environment.

Course Objectives


Upon completion of this course, students should be able to:

1 enable students to recognise the implications of efficient markets for financial reporting and the standard setter as a mediator between the conflicting interests of investors and managers;

2 develop a conceptual framework of objectives of accounting;

3 evaluate the qualitative characteristics of accounting information;

4 understand the decision usefulness approach of the reporting requirement; and

5 understand the responsibility and power of standard setting process.
Course Outline

1 Introduction 

1.1 Role of accounting research

1.2 Complexity of information in financial accounting and reporting

1.3 Importance of information asymmetry

1.4 Financial accounting theory

1.5 Relevance of financial accounting theory to accounting practice

2 Decision usefulness approach to financial reporting

2.1 Decision usefulness approach
2.2 Single-person decision theory

2.3 Principle of portfolio diversification

2.4 Optimal investment decision

2.5 Portfolio risk

2.6 Reaction of professional accounting bodies to the decision usefulness 
approach 

3 Efficient securities markets


3.1 Implications of efficient securities markets for financial reporting

3.2 Informativeness of price

3.3 Information asymmetry

3.4 Social significance of properly working securities markets

4 The information perspective on decision usefulness


4.1 Outline of the research problem

4.2 The Ball and Brown study

4.3 Earnings response coefficients

4.4 A caveat about the “Best” accounting policy
5
The measurement perspective on decision usefulness and its applications. 


5.1
Are securities markets efficient?


5.2
Ohlson’s Clean Surplus Theory


5.3
Measurement perspective applications

6
Economic consequences and positive accounting theory   


6.1
Employee stock options

6.2

Relationship between Efficient securities market theory and Economic 
consequences

6.3
Three hypotheses of positive accounting theory

6.4
Empirical PAT research

6.5
Opportunistic and efficient contracting versions of PAT

7
Conflict, executive compensation and earnings management
   


7.1
Game Theory


7.2
Implications of Agency theory for Accounting


7.3 
Managerial compensation plan


7.4
Empirical compensation research


7.5
Evidence of Earnings management for Bonus purposes


7.6
Other motivations for EM

8
Standard setting in a political environment 



8.1
Responsibility and power

8.2
Criticisms of the profession
