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Positive Accounting Theories
(PAT)

» Explain and predict

1 1 i POSITIVE
accounting/financial o
reporting practice THEORY
(Watts & Zimmerman,

1978).

* e.g., why firms use
specific accounting
methods ?




Agency Theory
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Vo \_ What conflict of interest? 5

Opposing teams - same locker room?

Used to understand
relationships whereby a
principal employs the
services of and delegates
the decision making
authority to an agent
(Jensen & Meckling,

1976)

o Principal = Buyer &
Seller

o Agent = Broker
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Agency Relationship

L2

oral Hazard

Asymmetric
Information

Adverse Selection
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Agency Theory

* (Createsa moral hazard —

T )
o Brokers may undertake ! S
actions detrimental to l./ - {
Buyers/Sellers ) P ro fl tS/ Vel
“'-—\_‘_/\_ e 5'!Ethics )

* Leadsto 3 ‘costs’
o Monitoring costs

o Bonding costs

o Residual loss

(Deegan & Unerman, 20m)



Agency theory and the role of accounting

information

' \

Role of accounting
in contracting
process:

(a) monitoring

(b) bonding

Separation of ownership and
ontrol
* Management - owners
(shareholders)
Management - debt holders
(lenders)
ral hazard
Iformation asymmetry

ccounting policy

Managerial
self-interest:

Y

Role of accounting
in corporate
governance
mechanism

Reporting bias

C lce\/

Directing and
controlling
managerial behaviour
Disclosure




Fair value measurement project milestones

Level 1 inputs
* Quoted prices (unadjusted) for identical assets in an active market

Level 2 inputs

e Quoted prices for similar assets or liabilities in active markets

e Quoted prices for identical or similar assets or liabilities in
markets that are not active

¢ |nputs other than quoted prices that are observable for the asset
or liability (for example, market observable interest rates)

¢ |nputs that are derived principally from or corroborated by

observable market data by correlation or other means

Level 3 inputs

~2 Unobservable inputs

Fair value hierarchy

IFRS 13 allows the application of the following valuation techniques: market approach, income
approach or cost approach.
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Asset Pricing Determinants

Land Area
The prices per sqf regarding to each district
Property Type Classification

/

Fair value measpremen Property location
Property Condition
Input level | Inplut (example Building Area sqm

AN NN N NN

2 / Sale prices pe Average construction price sqm

/ ¢ Observable m : :

¢ Property yields derived from latest transactions
3 ¢ Yields based
e Significant yie

v Infrastructure

- v" Finishing

_— umptions v Deprecation vacancy, rent) that are not
derived from {

e (Cash flow forecastousmg e ey s oW uaa

about uncertainty/risk




Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Application Demo
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Pricing Apphcatlon Demo
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Pricing Application Demo
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SWOT ANALYSIS

Helpful Harmful
to achieving the objective to achieving the objective

£
Oe
— S
O s
k= Strengths Weaknesses
=g
T =
= £ °Integrated database *Some data not yet settled
— 2 sSystem mechanism *Changes subject to reengineering
=4
k=)=
S's
© < Opportunities Threats
=
b 2 *Feedback (professionals) *Unprofessional brokers
I_I>j 2  +The market is quiet *Key players in the market

e [y

a= full
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