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Abstract

This study investigates whether the change in the U.S. SEC’s regulation of non-GAAP
reporting in 2010 affects firms’ earnings management through the recognition of
opportunistic special items. The SEC released Compliance and Disclosure Interpretations
(hereafter C&DIs) in 2010 to relax the exclusion restrictions imposed by an earlier
regulation (i.e., Regulation G) and to give companies more flexibility in excluding other
items in the calculation of non-GAAP earnings. Using a difference-in-differences design,
we find that, relative to firms that do not report non-GAAP earnings, firms disclosing
non-GAAP earnings reduce the recognition of opportunistic special items after the
implementation of C&DIs. We also find that the incidence of using opportunistic special
items to meet or beat analysts’ earnings forecasts by non-GAAP firms significantly
decreases in the post-C&DIs period. Our results are robust to a variety of alternative
research design. An additional analysis suggests that the reduction in the recognition of
opportunistic special items is more pronounced in firms that report a loss under GAAP.
Our findings complement prior research suggesting that a less stringent regulation on non-
GAAP earnings disclosures will reduce firms’ incentives to pursue aggressive earnings
management.

[ Keywords ] non-GAAP reporting, recurring items, special items, earnings management,
compliance and disclosure interpretations
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AXRFAFEGAAP B HEFH EZ R BRETHELC X Z MBI 8 2 2 H 5
RIEATH R I o £ BIE % & (SEC) 7 2010 4F % A7 #7 19 48 ## % 4 ( Compliance and
Disclosure Interpretations > VAT #f% % C&DIs) ° #X E Z H Regulation G ¥ JF GAAP B
ERAFET AR P H M TE B U HEBRIR® - A T A FI T HIE GAAP AR R E RN -
AXVEHRA S AT FRAE2EVTZ2REBITMN - ARXEH - HBRARHE
JE GAAP Bithz AT > HEFEIE GAAP BthZ AT 2010 F 214 > BHFERD AN K
MR B R IEE - B2 ot - IR T R R IR AR A 18 1 2 SR B AR B A AT BT 2
BTN WERLERELEBERAXT EHRME L - E—F MM BB - HBN%
BB REI 2R > EER AN GAAP Zith A B 2N F] o AR 4R &M Uk
REBAEEE - XIFHREHIEGAAP BZHWBEZERY > TUBRKATIREERE
Ewy e E o

(BASET ] JF GAAP Zith - BHWHE - RABERFE  BAREHE  BERS
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AR A F e $3 % JF GAAP £2 8% (Non-GAAP Earnings © i £ Pro
Forma Earnings 2 Core Earnings ) HJ{EZEAMEME I (Black, Christensen, Ciesielski, and
Whipple, 2021)  [fij Center for Audit Quality (2020) & FEFERHT 94% EAELEE 500
INEIE 2020 SEE—FEHRE R D —HIE GAAP ZERTERE ¢ LIRS S BLEF 20483 A
P s IE GAAP BRI HiE GAAP ZERHFRAEMIERIENE - AT GAAP Z2ERFERE
RN EHI #8530 (Brown and Sivakumar, 2003; Shumsky and Francis, 2016) - E.#&
ME @ RETEESH AERTHEIE GAAP BERIF » F1E GAAP FERBEFR MR R
NEE "RLFE ) BES o BIAIRERA ] 2015 F£1R1E GAAP Arst & 2 SR & RR
Jo 1.48 £TT » MRS EHEFR p B8 Bl B %2 ] S5 TH H AVER 22 1% - 15 HHIF GAAP
e EER Ry 2.63 35T+ HENMEEEE 78% -

FHIAFE GAAP Bk /2B 3E H IR BV EINEEHN - BLAIE GAAP BERE £ AR
W B EIZ A 5w o WA A RIE GAAP BERII SR % HAE LI IE GAAP &
BRI IHE GAAP B LA (VA EES) -~ HIsE R EHE 28Tk (B
PRRREIEE) - ILEEIE S - B EINEEIE GAAP BRI RHL 5 25 RIS %5
&l - EABINTRHIR R EEE - FIRRSHETRIVIE GAAP &M E AR L
14 (Black et al., 2021; Ribeiro, Shan, and Taylor, 2019) ; [l HEHER R 2 B HIF R -
IR IE GAAP FErEGERFERH AEHREE HHE B TR - 553K
NEATRBEMEGS HIE GAAP ZERHVENE - G2 T ZF Al & eR TR 1 H E Ha
FZIE GAAP AR &R » M HEE BHY E & &R E (Black and Christensen, 2009; Doyle
and Soliman, 2002; Doyle, Jennings, and Soliman, 2013) °

bE & 3 72 IF GAAP BR3¢ Z thf] E7F - T35 b8 iR 8 A AT g 14 #% 14
BB IE GAAP R BN AE LR E - W[ EBFEE T (Securities and Exchange
Commission * DL N ff# SEC) #ftiBFTEH LAY S E L - FAE 2001 4 » SEC HLE
RHES - WhIE GAAP W B & & NFE B EEE - IR REE SR -
SEC HiZEfE Mary Jo White 1 #}JF GAAP ZER 05 EEERYRER - WiF5H! SEC HE 2R
1F#R#EIE GAAP ZEr &R - (HE HEGIEMMEE FE - DUERIE GAAP &irE
BEIEREERE -

SEC 7 2003 211 T Regulation G ( f&i#H Reg. G) ~ Regulation S-K DL Fz fHEH
Y LRI (Frequently Asked Questions; FAQs) » #JRJE GAAP ZzanrHiS H EIH
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HBHER (Exclusion) HlE BASHIRS] '  FHIAIE GAAP ZERIRIFEL & 1Y GAAP Z28k
YRR ETE HHERR R AT AR - MHERRIEE vl 53 R EAIEH (Other Items) ELFF5I1H
# 4 H (Special Ttems) + HAt7H H B RS H 3 4 (Recurring) HYIHH - FIAIHTE
B AN EREENS - FhEmEE AR D EE 4 (Non-recurring)
HIEE - PIANEALECAS (Restructuring Charges) ~ EERIE ~ BER I EMRS o LA
AT - R ETE H AR B R RETE GAAP &R HERR - WAL E BTE
E=m3F GAAP ZERHEFRIEERIGE - JREIE SRR Ear N B RE TR FRRH 1
THH A FEZHEFRIN GAAP BB ZAb »

H 2003 5 SEC M A B i& &R - FFL2Hm Mt EE B2
M 5E 2 BRI A E LS T RS IE GAAP ZEri e - JREIATBEER
HITEH 2B (Transitory) » ¥R B ERTEHIGE TR B IEE - MASH
1478 H W HERR p A R il ZEHI BEZ %X (Doyle, Lundholm, and Soliman, 2003; Heflin
and Hsu, 2008; Kolev, Marquardt, and McVay, 2008) - H /A E# A~ F] & H M EE 1Y
BEERACGE R 4 MTEIEY Z2 8- THH] (Black, Christensen, Kiosse, and Steffen, 2017) °

PRI - WF SR IR 38 B3 26 /8 =] A T 2 45 1 18 55 JF GAAP &2 8% (Heflin and Hsu,
2008) - [FLERATREFERE AN M A VEAEH HAVEE - H#R I - SEC 1 2010 F-3
IR K% (Compliance and Disclosure Interpretations » DL fiiff fy C&DIs )
TR B HERRTE H IR - SR SR BRI H AR AT B AR R -
Guggenmos, Rennekamp, Rupar, and Wang (2022) FVEEgtfF9eigH - I GAAP &ERIY
A AT RE (KN F ¥ GAAP ZIERIVIRAE - S 2 L EREHEIEEHHEIIE GAAP
BEREHREE - AP REE B FIE T EUER GAAP ZERE T » MR T GAAP &
BRIUALE o AL - AWFFELL SEC A8 4R 2 C&DIs B & el E#THIIE GAAP &
ERFAELZ T ANFEIRE G EIR IR AR - DURSE @5 B IRl HE s 2
AT BT Rl 2 ER FEETHIAZ B R o K

BB R S U B R B BN IERE B AR IR EEE - SRR ERRY
TEHIGE TR - AR HE Cain, Kolev, and McVay (2020) $&HFF 5148 2 & £ & 7R 4
THH (Predicted Special Items) AR ¥ BEMETE H (Opportunistic Special Items) o K[
AHFFEERF Cain et al. (2020) HYJT M & IER BB - PL2007 S22 2012 .2

1 #ER=(EES /15 [EE M EIIE GAAP FERAVFATE - (HiR EZAVEE RS Reg. G » HAHRISC
kR 2 PEET Reg. G » RIIEASCILAB R LA Reg. G 1F Ry 2003 TFE fEIE GAAP &2 65 Bt L1y
& -

2 B4l - 1E Reg. G BIMHBHMUE S - ZEIEAFIAERF IR GAAP BRI - Bl R RIE N & 52 £ B0R
AR A T REFF 52 AE RO IRREHR PRIE H PERR - 110 C&DIs RINHERILIRF -
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EBINAFBITAFREAR LR BEIE GAAP AR Z AT R - SRAIEEA
HhZ 754 (Difference-in-differences) 1T304 o ifF7E88 8 - HHELARIBEETE GAAP
HERZNF) - #FEIE GAAP BER Z N FITE 2010 4 C&DIs #AT R - B D b
TEFFRIIE R BUFEA] o BLANREEH - FHECHR 2010 552 71 » 888 IF GAAP &R 2
F 6 AR MR iR TE H DUE R AT Al 2 aR TR EL 2R 1F 2010 FF 2 R B R
% o FEIFFEAE BB Guggenmos et al. (2022) FYE SIS —2 > S0FF T fEBO R E RN
IF GAAP ZIEREEEHIE T » AR BN & A S R pHE S A RE Y A 1T R AR
", ZEFE -

A FEHE— A& 55 GAAP [ 18N F] Bl GAAP R A FHETT 007 - 3%
I BEMER pIHER RV » B2 H GAAP HEf B2 /AF] » KBUERFFEA
JBHAAE C&DIs Jii{T.ZHil » BAWEFREEINHEEMER BliE% & - MAE C&DIs fii{T
% - EEREHZEREHTR - A7 RET 2 ERE R - A5 - SETEER
RE ~ ERAEATAR « HEURAHEC ~ BEHAE TS EE IR GAAP &R
Al PURAE A FEEET 7 B E R R A TS - B R R R -

AL EEEET SEC 1% IE GAAP Z R AR 5280 5] GAAP Z7 BRI
RINT Ry BB BB T 3 U R - B— - @BEERIE GAAP FERAYSUR
T E ARG E M B 5 IE GAAP ZERAYE)HE (Bradshaw and Sloan, 2002; Doyle
et al., 2003; Lougee and Marquardt, 2004) » DL IE GAAP &ErHHERIEEH YA (Gu
and Chen, 2004; Frankel, McVay, and Soliman, 2011) - 1 A fF 5% J5 £ 5 JE GAAP &2
ERAVFR IS 5 52 B GAAP WYRERE TR - RILIFZERE R B IE GAAP &R SRR DA
KMEBFEH B EER - 5= - HE SEC #1IF GAAP ZErHRF#HRE » %
HEAE SRR Z EAEERET Reg. G 20522 N F]FFE GAAP ZERAVIEEE 1T s UK ATk
FRIEHRME - EEEBIRE Reg. G #AT1E » 1875 IF GAAP RERHYREHE D
(Marques, 2006; Heflin and Hsu, 2008) + JE GAAP &g HEFRIE H Y SHE 271 (Kolev
et al., 2008) » 25 T IF GAAP &ERHYE = & (Yi, 2007) « 2RI » & SCBERET
R R C&DIs ¥ B RS 2 522 » {# Bond, Czernkowski, Lee, and Loyeung
(2017) [EIFFEST Reg. G B C&DIs ¥fJE GAAP FERTa TR 2 72 » KA TR
{Er AR E A SR 2 T 2 » thRENS S C&DIs WA B ZELER 2 T
fi o ILAh - Bond et al. (2017) EEAHZE EAEIRETIE GAAP R HRFRIEEAYWE (IR
RV R R B BRI TEEINE ) - DAR SR A BERRTE B AGE I TR 2 ar TEE 5

3 Bond etal. (2017) FYLZEFERAUAT : Reg. G AIHeTHIE GAAP ZERPEFRIH H AUALET » Ik R T3
AT EM TR AT PERR I H RO 40 - 00 HLR E BRI E R B (Earnings Response Coefficients; ERCs)
BEHN - T C&DIs SEAFEHERRIE H B E H2TT - BN AR A s T 22 2] 53-H7 Al 7E I PR R TE H
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Atfse BRI IERET 3 B LM R pliaE E T HERR J 1RIF GAAP &38R -
ﬁﬁETﬂ“ BB "3V Rt GAAP KERT -

EEM TR R IR R R R BRFEE (Persistence) » & A B3 AT HT
ﬁf(%ﬁﬁ#@ﬁ%ﬂ?g EEGOEEHIFTIENECRES - BB er A IR B
T TE HPER - S ARG 5 s & B (Curtis, Li, and Patrick, 2021; Dechow,
Huson, and Sloan, 1994; Gaver and Gaver, 1998) ; Al * SEC #fJF GAAP FER11VE:
EELOTERERE EEEMIER AHERER o« A G FR pl18 5 R TEENE 1%
B - M E SEC #8411 C&DIs » it H ¥ i 1 H H iU BEFRIR HI 7% - AR 2
I IR R IR iTﬁﬂﬂigg(LAAi’zbﬁ?éﬁgg + R AR R R e T
RIERE TSR E EIRR - 2509 - @A S E e I i d e B HE I f DU & s BN ]
MBI ERERIT Ry (BIANER Bl PS HeB HE R e s T B dR i) * - B SRR T IE
GAAP ZEr SR s 2N B 2 ZERE T » AWFITERS | ZErE T ELIE GAAP &8k
AR RRSORE - FEHIE $HIE GAAP FERAFR S & /A FIRE T B MR pl 4R a2
FIEVEHT R AR 7e I T Guggenmos et al. (2022) RYEEaEEE - JREIE
ERERENIE GAAP ZEra B HIF B i g - S Al E T R e U
GAAP ZIEr 8 Nk -

A RAGEIHRPEAT ¢« B ECAN [RIREAE R SR 28 R FCRER » SR 22 E Eﬁ%ﬁ
FeRATHIRAR SRR SR E RSN - B RETETREE 1T - SEREE H?IELJ“J

8« XEICRREARER R

— ~ JE GAAP &t ik () v e i 2 B S 298 B

FE GAAP Z iR & Al 138 B BB BR P I (R I B & Al - T BE & 38 FR B8R JF
GAAP Z28% Hli i - A5 S R EIZ R o - AL D ERIE R Aok TE&E
RIVERG o B T PCRERRL ,

SCFF T ERNEEL ) AR RICE GERIE GAAP FIEREE GAAP FErHR

%8 - T B g {f ERCs [F{K -

4 {40 : Barth, Landsman, and Lang (2008) * Daske, Hail, Leuz, and Verdi (2008) * Horton, Serafeim,
and Serafeim (2013) 55538 L P [ P el 25 8 HI m T e G 2 B B R A v B 5 L D -
5 EESEIN G ERET SEC HHE TR TR 2 RN A] FL BN W R S BRAE B BRI - (A0 E FEES B PERY
B (2020) HYFFEEEER - SEC iR 2007 G- AFFHMNE N B MR TR i T e F (R ] — R N RS & R T
RUm L Z i e Ji SRR R AR B SR - AR T R PR U 5 s ME I g 20 &) H BRI R T ORI
Eﬁ’ﬁ,%ﬁfiF?E:ﬁHH*?‘éEEﬁ*kftE%f? ASTHIRF SRR RSN IR R R A FIRY R AR S T R s
52 F| SEC $a 88 BRI
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REFHERYEHE. (Brown and Sivakumar, 2003) » FHEZ A GAAP Z48% - #SHLA ~ 43 HTh
Bl & F EARKIETIRE GAAP &8R- BATTISEIE GAAP BERE E L1 NE - BhRse
B EEAS A BB PUE AR (Bradshaw and Sloan, 2002) < JF GAAP Zgarfe{it 58 2Bl
ORI E RN - R E & BR o] ThE (Black et al., 2021) » [A]RF 52 B il #
M BETEHIR A 2 fH(H (Ribeiro et al., 2019) = IE GAAP ZERR I 7 & NI i
FEHUGEZ SR ER - HEA T RS RCR (Brown and Sivakumar,
2003) °

{BIE GAAP ZEriIE e 8 2 &l - HAEZEN GAAP ZERFIETI 2 IE GAAP
FIERHEIE - HAHE RRYZ2H T DAMEREE - SR T IRpBish ) rss » HikaeZE
Frta e < 9F GAAP FERE IR EEEREE - SR HEIEE IR GAAP ZER Al HE
FROLE Bl AR L - AR EEA AN B RS AU B BS 1] 2% (Miller, 2009) © Black
et al. (2017) fEHEAVREIRFRIT - EEMHEMIELL GAAP & ikim 2 5 EINE - v]i%&
#FE GAAP BRI S PR AR EHIVENR TR - AR - FEueHE mEdE
FRAss M 1E H S e T IE GAAP Z28% (Doyle et al., 2003; Barth, Gow, and Taylor,
2012) » A 5% WS M 0 BEBR B 51 48 i 78 H DUk /2 3 B IE GAAP Z7 8% H L (Black and
Christensen, 2009; Doyle et al., 2013) - F LB EHFFHIE GAAP &ERHIHIIEFRET -
IF GAAP FIER AT £ B HTATHITEREA (Doyle and Soliman, 2002) - fR{E DL E
SRR E RS AS R - R AR A RERR LIS IR GAAP RERTERE NEAER
E (Black, Black, Christensen, and Heninger, 2012) °

2~ JE GAAP BEREEIFBIE (Reg. G) BLHIBHSCRE

LN A SRR AL RV ERENR A - WA R E PSS 401 (b) B
Z23K SEC l%E H B IE GAAP Z ey MLAN « 7£ 2003 4 3 H - SEC E{T Reg. G » &
WIET BT EE - B3 7F GAAP W HfR RV E KA EE ST Reg. G ° Reg. G ¥
7F GAAP ZER &N R B FH AR AR IR H 20K - EEANFMLE « () £EREIE
GAAP Z7847E H A i 8 0] LU GAAP EERTE HET LS - FIRILEIEH 5 (2)
tmzda s - EEIF GAAP HERV BT B - AMEaRUFHEnafeitmEgEy - It
SN+ fEfAT ) SEC $2EERIHRFRATE S ZIE GAAP ZERER » I E~FH R BEERIEE
HUTHRAARED - e ESPREE R - EE BIEE B E R w1 - DU
& NGB BRI EE A 5 7F Reg. G WUBIEI T - #8016 B AL ERF S S
WA E A REE GAAP ZERTPHERR - GIATH A NEcH AT REEE 3% AE AYTH H BRTH
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FEEHEMEENERER - FNERIRIEREEEE -

£ 2003 4= SEC #A1f Reg. G & » L Z2E MmN 7ei e HlE S TR 1%
& HI SRR HERIE H EURAE E m M E A B BB - SR BEYEREE
B AT (Kolev et al., 2008) - HFHEHEIE GAAP FIERIVE & & (Y1, 2007) 5 1EJE
GAAP R &N » 3 DI B RE A G A T8 85 (6 I 1E Reg. G AR H
At/ (Entwistle, Feltham, and Mbagwu, 2006)  { DL EWFZEfEE T & H Reg. G &4
IEMHIEEE AR -

SRTM » Reg. G HbZEIRTEIE GAAP R ENEEHEREERIHR » 53R
Reg. G #EAZ1% » #FEIE GAAP FERHY/ A E BIR S H 2 T% (Entwistle et
al., 2006; Heflin and Hsu, 2008; Marques, 2006) » [t 2 0] BB & A\ ML B FEH
HRVEE - F#HR I - SEC £ 2010 AT YRR < (BJ C&DIs) -~ JRE ¥ FE
FRIEEWIIRER] - fOiF A EIRIEE R E H AR B8 2 T R AR -

= ~ C&DIs HLHIH Rk

7£2010 4 1 H » SEC #4fi C&DIs » ## SEC #{7F GAAP i FHRIE: & Hl A
DU R HER B T m 8 e - NMERCEEINREIE GAAP ERIIIRHIEAS - Fib
SELEARCH T H B ERRHE MR H 2 IRV FREI B A 58 208 1 22 R - R MRIR B SE A BT il
FHE %L - IR GAAP ZraRtl e 58 B e B IR AUHIE - C&DIs BRI R AR
AR T AR IE GAAP BERE N - BUEERIE GAAP ZERFAETERZAIRE -
HHREHIREEE - ERERERIEE B RN RIEE TR -

MEE R HAT R IE - B C&DIs B EFEFT# 4 » Kyung and Weintrop (2016) fiff
FEFE TN FE ST C&DIs DA SEC & sGEEER A A Fs - HFFERE R C&DIs # itk -
o #EIE GAAP JERI/A A B IEIMY R ETH 2 E B - (AFREE AR C&DIs iy
SEC W—IHE 2T THFE i » (o B8 ARITT Ry - 555 » HAT SEC BHIAVEE
{EPK (Comment Letters) 2% ZoK /28 0E C&DIs By EAMEITEL » B C&DIs )5
JIN » ERE AREE B B IE GAAP ZERIIIREE - LA - C&DIs ¥ 35
HRSRE A » #10 C&DIs 1% » DIIE GAAP &Rt A4S HE N SEMIET ;MBS
i 38 2 I GAAP W5 i B F5 1% (Desai, 2020) - Bond et al. (2017) 73§t ¥ 54 47
Reg. G T C&DIs s BT - BHRIEEE HE R A% - HIREENESH
27t 310 Reg. G & » FHIE GAAP 8k T /& BGE & 43 A Al P RO RZ R - =

6 FRIEESERCHE A GBI R EE R % PRERTH H BN 55 52 B W I (T & (R T 2% - HITEH
ERPERRTE H #9717 R rTREWLILET -
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A1 C&DI 1% » HAE S HIE GAAP ZErZ R HTATTEH - #H5LL_EMFSE - C&DIs
HRE BB EEEEIEA R BRI T Reg. G HHRYIRA] - EfEm 103
HEE BN SR - TR ia R E AE LA AR -

Py ~ fRas s

WERRIE GAAP FIERIIISE - L fEBEE B E EEE PR S &3
Mae R AR I HERR B EAREM: - Cain et al. (2020) f8H @ FrpliEwEE R HE
4 —RMEEHE - B A& 5 R TR R B #E 2 PHH (Predicted Special Items) B
B MERF BHE % H (Opportunistic Special Ttems) » Fij & (A5 ELAR A &2 85 e 37 <5 i
B CTREEE - SR IERITE - REAEE EEE AR
FroltEs = - AIMEEECE (2 B R EREEIR C BE - BRI IeaE - b3
B H FH R 11 18 2 7 058 A A AR B BGRE RG99 (Donelson, Jennings, and
Mclnnis, 2011; Fairfield, Kitching, and Tang, 2009; Kolev and Potepa, 2019) ; #X[f] * i#&
EORNEERRET A manfa s A sl e TE H A T R e EH - WREETIE GAAP &84k
B I Y OB A (FT s B A M e 1R 2 O RE T

Kolev et al. (2008) #i » 7£ SEC #2411 Reg. G & » < H MM H BFEER G E BEE
B - Nl mME R F R SE B R GE - SRR E RIS F ETE R
2 BRI R o Baumker, Biggs, McVay, and Pierce (2014) iff5245H! » Reg. G fif
T21% » BIBER R RER E S E &G R EF % (Transitory Gains » FIA1ES I
EESERERESE —REMN) - HEEDEEFERTEIE GAAP BRI EY
FEEA 2 HERR - E9RE Reg. G ML H R ZFERBEMEHREIE GAAP ZERHITT Ry
Laurion (2020) /R#8¥ - #8585 JF GAAP ZIERHY/A R H & FiE 0B IR — K MERVE
i (PlafprigeiEsREHS%E) - &5 ESU8RIA - BER Reg. G HRUBHAZEF AR
PRI HAIHERR KRB E A » (HA T REBE A S BRI R BB £ R IE GAAP
BERHIERE

Guggenmos et al. (2022) HYE B 7EiEH - 5 5B IE GAAP £28R S NR
ik o TTReEEL B EEEIE GAAP erE R E B TEIAR: | N8 E
KEWS[ST - IEEERT GAAP ZEREH TEMEEGKRS 17 M52 ERERK
TSN IE GAAP ZERHIRATER - HEEEIE GAAP JARRIMBENMERY - B2
= AT REHE M THEOHER) GAAP FIEREH -

FHR SEC 7 2010 #8417 C&DIs 1% - U H R IE GAAP ZErTaFE IR - FF
AR [ H A BERR A E - (B EEEE HIRR R e B P BRI REE A A
RPN R R L - R SRS ATEHRFETE GAAP KBRIFRER A B LR H T HEZE
> RES IR E E R EIEE - DIIZER e REE A EREMZIE
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GAAP ZgrrI By « ACTEIATEN AR ERIE 2T - AR A EEFE %

BEIERF BRI TE H AT GAAP ZEREHIENE - R DATERGR ¢

faEf— : 2010 4F SEC ##1f C&DIs % + FHEA 2010 LA » #38EIF GAAP ZERHY
NN B R DR TEE -

TEEARTTS b AT RITREI R R S R R AT R AITHI » SR ER B
Ko BB EREFEARFT G ITATER - AlRe & S h¥EE —ERE LRHERL -
BN E S ESS (McVay, Nagar, and Tang, 2006) * (=3E#EH ARy 1 B0 8 i
EEFATEIFRRIAT A Z A - B A RESR A IR B RO T FUE T RERE B - 52 1BEETR
GAAP BERHV/AF] » e @ s MER R EEIE GAAP IR EALA RIS HEN
BN EH IR GAAP ZERHYBIIEEHET - (HJFE GAAP BIERTE I 2 2 alifE B 7y
MBI TEHRA (Doyle and Soliman, 2002) °

AWFFERE R E 2010 - SEC #47i C&DIs 14 » 1R3E1EHE TR I GAAP Z2E5 5 BB -
PRI T & kD 38 9115 B 1k e B i T H DUE R AT Bl 2 BR T » (RIEASHRH DU T B
A
{37~ : 2010 4 SEC #: 4 C&DIs % + FHELH 2010 FELLHT - #25%IE GAAP ZiARH)

N FIFE TP B R R s T H DUE S 53 8 Al & R TH N AR R

2 - RERETEARE

— o BRACER U BB AR

AHWFFEERETS 2010 5 SEC 3% 1fi C&DIs 1% ¥ iEH A GEY IR IR pliRmHH 2%
> DL2010 FEERRAZ MRk - R EATR 3 FRURAT ARTFERERE - Bl 2007 4
E 2012 FZRBENFBETAFREAR ( TAF —4, Eik) -

AWEFEHE Compustat ERHERUG T2 W& PR H kb 2 i &2 HATER - §l
a0 : FypliEaE H S8 - RS EEFLFIVBEN - AUtetE o rai e TE
HIEFTHRRT - B UB/E/S ERE IS B RS k& e TR R Sk & ir &k
LAHER 2 75 2 2 AT R FEH] -

TERRAEREEBAZ ST - B 5 » BT A Cain et al. (2020) HYEREFGR: - (55T
(1) K - MERESH B IMR 100 ESETT LR P FESERT T EANEU N 50 ZE2HYE
S{EH 18,313 F - FHER(EE Q) @RET A EINENER 8,176 £& - H15
HIE AR — PR LR E R 29,494 % - 528 - FHMBREIH UB/E/S ERIEHE Z
IRk 2T R AR L 12,128 1% - ARHERR —AHEIBSEER
17,366 2£ » GERFE 1 -
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F 1 BAREEERE
2007 £ - 2012 & Compustat " AR—%F ;| #FH 55,983

R RREMETS (1) 2188 (FHEZR/NF 100 BETT - DENEE (18,313)
FREABTES0E) £

A AR ) TR R EEREEH (8,176)
AR — BT EEY 29,494
A 1 IIBIE/IS BERERERBREREGS M FRAERBEEREZH (12,128)
BB BREEY 17,366

L BeBRTER IR a0 H 2 R

AW 5 B 25 RE R 1B 2 TH H WY SCRCE A A AR R B SRR+ Sl E
BRI AR RF plHR e XE H - A& i 80 & 2 B (IR 8 5% (Bens and Johnston,
2009) = AHFFERIZ2 Cain et al. (2020) # & HMERr H iR 2 H H A9 T8 530 155
AT 2 TE H & 57 B 7E I 14 (Predicted Special Items) 5z 2 #%14: (Opportunistic Special
Items) » fHEFA0F ¢

SI;; = AyReturns; 1 + A,Returns; 3,1 + A3R0A; 13,1 +
AMBTM; ¢3¢ 4 + AsMerger; 4 + AgLargeSalesDecline; . +
A,GROWTH; , + AgLoss;; + Ag%L0sS; 341 + A10ACFO; ¢ +
A110pCycle; ¢4 + A, EmployeeDecline; ¢ +
AizDiscontinuedOperation; + A14PPE; 1 + AysIntan; ., +
MieSizej 1 + g © )

EEFE (1) SeRE IR IR R Y H (PredSI) - 3% H H /2 & B HYREE 1 52
Fra8E > Zh8 T RE S 5 BT B 18 2 TE H BRI Bl A B 525 A8 v Bl R A T B 49 A
HH AT AR B G S B TR Z R BB TH E 5 TR M7 i s 3 52 5 B PR A
BRI H TR 2 R e R B 1E ST H (OppSI) » EEERERFFHIEREE (S
ERFH LR B TE H (PredSI) RIS » JREN FoftEER=C (1) AOR2ETE -

fEfr = R EE E o A2 28 Cain et al. (2020) Z % @ (EHEEH
B R Bl HE 2 HH (Income-decreasing Special Items) + #¥dE% % H & & B i
FERCHE M - MEHEEZEE B G BN A FIHEE S 2 B854 (Income from Continuing
Operations) FJFHEKIEH &2 — ° SEEFZ (1) 445 Fama and French (1997) 1Y 48 & 2
WM& 5 - BRI 4 B2 B ER G ET < (53581 - /2 E Cain et al. (2020) HYFRE -
E ARG aY BYFRFIHE 2 3E H B OppSTEV/INGR 0 15 > RIS OppSI 3%E Ry 0 »
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= Wi 2 B Y
FoRRT SEC B il FE A £ S B A GRS BRI R pl R H YR Ao
DATGRES (1) flah 2 e iR E (OppSI) (F R IERR - SHEER—E T -
FETLLN T AR
OppSl; s = xg+x; NonGAAP; ; + X, Post, + x3 NonGAAP;; X Post, + <, ROA;; +
&5 LEV;; + ¢ BTM;, +; VolSales;; + g Size;; +Xg Age;s + &t ° (2)

1 fa B i 5 — 19 3 B =X (2) Y o A BIF 9% 22 75 Bentley, Christensen, Gee, and
Whipple (2018) HH¥fAHEEEIE GAAP ZERHIAEE T » DIEBI AR T AR E ST
BERE S R EEIE GAAP B &R C B IF R HIET A YE - S EHBTEEIE
GAAP BifR /N F] (NonGAAP) WIERE#EL - H1aFEIE GAAP FERAYA IR 10 &A1
Fy 0 < Post Ryl #e8 8 » 2010 F2 R HDIR ZFE Ry 1 FH 0 - AREFFEFEEA 2010
£ SEC #1fi C&DIs 1% » HHEAFATHT - 1FEIE GAAP &R Z N R G 851
MR RIHERIEE » RIHLTEIRIAZ 3 NonGAAP X Post BLf BEMEF; HITE#HH (OppSI)
e 2 H EFERA (a5 < 0)

70 B = (1) B 8 B b - AR 5T 22 558 2K B Ky 148 2 2E H M B B9 SR
(Dharwadkar, Harris, Shi, and Zhou, 2020) - 2 DL 2388 - n]pEEd i &5 piE 5
THEAHR - BIEEERMER (RO4) ~ AEIR (LEV) » #EEBHETEL (BTM) ~ $§
BIHENE (VolSales) ~ /N FIFE (Size) ~ /N FIFHE (Age) ©

FARER - AR5k R SEC BiE Hil B MU 2 5 B H E B RR V%

MBEPCT;; = Bo + B, Post, + B,0ppSI; ¢ + f3NonGAAP;,
+ B4OppSl; ¢ X Post, + fsO0ppSI; ¢ X NonGAAP;
+ BsNonGAAP; ; X Post,
+ B,0ppSI; ¢ X NonGAAP; s X Post, + fgROA; ¢
+ BoGrowth; + B1oBTM; ¢+ + B11LEV;; + BiaLoss;,
+ B1zSize;r + f1aNOA; + wyy © 3)

PR (3) o TR IRETHE 2010 3847 C&DIs & #52 F A il Z BR THILZ 52
B BRHBER MR ZERTHHIELER (MBEPCT) {ERJERE - ST EIRER G
B TR E I R 2B E R AT R THIRR 22 - SERR 2=/ 0 2 0.03 [ »
SR 6 o3 A7 Al 22 6k TR TR - R 203 M7 Al 22 B THHI L3R (MBEPCT) Wi &
£ BRI E R AR - IR EFER TR EERTHN . PR -
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W EF () PR MR BIiE s TH H (OppSI) ~ 18 5& IF GAAP &LERHY A A
(NonGAAP) EilZ AT C&DIs % (Post) W) =THAZFEIANE Fy FH 5 8 - DLAZIRTE A il 7
2010 F12 1B FTEIE GAAP ZERHY FlZE gl o1 4% B TR Hr Bl 48 1 TH H A 2 73 Al &2
ERTEMEIMILLER o IRIBAMFFEEEHAYEGER = > 2010 4£ SEC 41 C&DIs % » fHIKHIA AR
1T IE GAAP Zth 2 /N T 1 EIE GAAP BRI/ Bl & AR R 35 B e B 48 2
TEH PUZE A& er TEM - KA FEFHIRZ A2 3R IE (OppSI x NonGAAP x Post)
ZRBIERA (B,<0) -

TEf AR =0 (3) b - A SRt 22 5 3l K 4 1 5% 200 00 17 Al &2 8 FERA Y #E B
&k (Heflin and Hsu, 2008; Doyle and Soliman, 2002; Bradshaw, Christensen, Gee, and
Whipple, 2018) » fAE FE AL A G BARFEGI S - EFEEERIE (RO4) ~ $HE
R (Growth) ~ T FHET{EEL (BTM) ~ &{ELLER (LEV) ~ FRETIESK (Loss) ~ /2]
FIE (Size) ~ HHEZERETE (NOA) » SBEUERFMRNEK 2 -

B2 EEitR

— ~ Bk PR

AR ERER T - ARFFES PR IETEIE GAAP Zi% (NonGAAP = 1) AT ~ K85
IFE GAAP ZifR (NonGAAP = 0) /X FHAFTAE A FIEAS (Full Sample) TR AR -
RS — 0 - 18FEIE GAAP FERIMIEEARHE 5,116 2 > KiBFEIE GAAP BERWIEEAR
243785 - BEEAR 29,494 25 AR - #8#EFE GAAP BRI AH 4,685 %
FIFFEIE GAAP FERHVERAE 12,681 & » 2EEA Ry 17,366 % -

AHWFFEAR R 2 FT A A B B A BT 1% 2 I #& (b (Winsorize) » JiAE il (E
HEBGRIZE - BE— R RuR A2 755 3 B9 Panel A £l Panel B
NAEEBIRERE - FIE -~ F%EE - U568 Q1) » FA1H -~ =I5
#(Q3) -

7% 3 Panel A Bk [EREAT - B MERHIE=IEE (OppSDH HIVE R
0.017 » 1E#EFEF 0.065 » FHHAZECE 0 - BETGEET (1) AU 0 5 #8476 C&DIs
% (Post) HISFHI{E B 0.488 » BE/RTE 2010 AT A ARBUI A% -1 2 HiE 5 8
#F&IFE GAAP IR/ FHIEEA (NonGAAP=1) T - A& MERFHIIERRIEH (OppSI HIFH(E
R 0.023 » FEHEZE R 0.074 > {7 EUR 0 0 BEATE A AR - Bl = (1) /Y
TSN 0 3 #41 C&DIs 12 (Post) WISEI(E Ry 0.522 » FEHEZE R, 0.500 » HR{7 84
By 1 BURTE 2010 FERTERAVER A BT AR T 5 618 - 2R EMBBDITE A FE
AR RERFHE T ELL (BTM) HISEI(E R 0.754 15 HEAZ R 1.355 » FR {8055 0.628 »
HERSEH S /A T RESHE R T (B 75.4% » N FIFIE (Size) B 6.457 » 12
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*2 BHEERFMR

HRIBEIER @ HEFRIBREIEE R (1) @ EEEFIEEADIVSHBEEIE

Sl B - EREEREEDHERIEEIER > Bl 0 -
OppS! ?Q#%’IE\%’S@JE%EUEE'IEE SEERT (1) AVIRETE © %ﬂi@%ﬁi@’)‘ﬂ’\ﬂ%ﬁﬂiﬁﬁ
B E {4 EHE (Estimate) V52 0 BF » BIAE OppSI X EA 0 ©
MBEPCT i%@]ﬁ*ﬁﬁﬂiﬂﬁﬁﬁiﬁﬂ‘tt?—‘ ; E%%ﬁ*ﬁﬁﬁﬁjﬁﬂ%ﬁ?‘éﬂﬁé 0 %0.03 i -
TGRIAE 0 - BLUREAZAER » STEEFERDAEMRBETEAILLE o
Post BRFEEREE > C&DIs BMEZFE (2010 FRUEZEFE) B 1 BE|

B0
Post_2008 EEEEREY  EEEA 2008 ERLUBZEERE1: BEIAO0-
Post_2009 BIEEEREY  BEFEEA 2009 FRLEZEFER1; BEIAO -
NFIRHIBEIE GAAP Bif - ZARERBESHBERTIBEIE GAAP B

NonGAAP e . ;1 : mAIB O -
Returns NFEREN - AR E EhinEEEENE -
ROA BERME > BEFERAFFEUBPREEE -
BTM EEFEMEL - BIRATRESIRE SRR LUERTIREE -
M ELEAREGH  BEREY BARNEFHEFREHERE A1 8
erger B 0 -
L ) HEEAAE TR  BEREY EHEARMUNE—EASVER B 1;
argeSalesDecline B 0 -
Growth HERRE  EFHEWAREEZFHEWA @ BRUEFHEWA -
TR BMEEL  AEREY  EHRIEEEEEMMREIELNG 0 A1
Loss TS0 -
CFO EXEBHRESME  HRIFKEHEER BREEENERT ERINFEE

WERE -
OpCycle EEEH - FEBEXHNN EENIRFEEXE -
EmployeeDecline ARBETE&EMY @ AEHEY  EAREFETHERY A1, BAIA0-
EREFEEEN  AREEY  BEARMBHRRPESEEEN - A1 B8

DiscontinuedOperation

B0
PPE TENE ~ MEBHEEE IR - TEE - MEHEEHERLEEE -
Intan B EELR  BEEERLEEE -
Size ATFME » BIREEENE R -
VolSales HERENE - BFEGBE 3 FZHEWARRLEIRBEEERIREE
Age NF)FH, ©
LEV BELLER  BKESERRLEAREEE -
NOA FEEEE  BREEEERZHAREERRE  BRUEFHRBEE -
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W Ry 2.384 » AT EUR 6.483  SEIFEEAT I HENT - BNRAR A FHE 2
ZIEITE o NEIERE (Age) BISFIT(E R 19.168 » BEHEFE Ly 13.725 » HR{7 8k 15 » BEUR
BRAHY A BN 2 B8 15 4F -

7% 3 Panel B 8/ @ fE A - FER MR ZERFHI LR (MBEPCT) HIS¥17
Bk 0.287 » FEUEFEF 0.294 » FATECR 0.25 » BRE—FEHARESFEEIE—F
SERATENZZERTEE - $8FETE GAAP KERAFIREA (NonGAAP = 1) /1 » SZH /47T
BIERTEMI LR (MBEPCT) HISEH{E Ry 0.329 » fE#EZE 1 0.303 » HH{i7 80k 0.25 » R
EH3FEIE GAAP i Z N FEIRA TG —FI A RERDE —Z 8 5T
FEHE -

AW FEER H Pearson FH B FR 873 B 2l i 25 48 B R 2 AHRR 1 - (RGER— ~ R —
HIME B AR BGE R 3% 4 Panel A [l Panel B o 7Ef{[E{ERER FUAHRI R B trs= b - AHREAGR
HHE BHE I A 0.7 - FHEIREGR BHE = & Ry (BER — PRI RTIE S (Loss) L&
FEEHRMIZR (ROA) #-0.531 » BRSBEENEASEMERNE - SOEE S TK
GHARBRERRRE - AR EE SR I EE RN E -

o HEER

TE(RER — - ARWFSETHIHAE 2010 4 SEC #1f C&DIs 1% » HHE R AT » 3
FZIE GAAP ZRRIVA T YN IR DIt E I » EisfERaER s - iR 57
E 855 JE GAAP F2ERIY/N ) (NonGAAP) BAZE% 5 ks BIIESTE H (OppSD 2
P EEE IEAHRE - (280 0.013 » B~ HULE 2010 4F C&DIs #Ah T » #85EJE GAAP &
ERHIA FEIBR A Bl v B R pltE s TH EH - IS8R IE GAAP ZERAY/A A
il C&DIs #1714 HY7Z e TH (NonGAAP xPost) » 24 BUEARR Y & B E R iR E 2
(OppSI) EBBEE EAHRT - (2805 -0.006 » 532 1% FEE/KYE » BRIBTEIE GAAP BBk
ZINFEE 2010 4 C&DIs # itk EE A 0TI B R B TEH » B R 2
B HEFZHIIE GAAP FEREEEHIE T - HIRHERRE B AURETZ R » AT
MRS T AR E B - S EmEE Guggenmos et al. (2022) HY & BpRe i AH AIFE -

AR FeE S Bond et al. (2017) FURFSTAS SRAHEHFE - Bond et al. (2017) 5%
ITE C&DIs 1 2 % » FrpliEmE B PR B E - BE AT THkR , 25
AR H W B B MR pE R - AR IS SR S R Ty A R S
ARSI FE 2 T A7 FR it —(E T RERY IR A » JREI I 2R B e R iE a2 T 7831
WA - FEFBEbRZ R R TEE KL BN TEHIME R s » M52 A5
BB SE L FE Bond et al. (2017) BURFZEAE R -
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&3 HudtHEt =
Panel A * fRRft—RGAMEHRET =

Full sample
Observations Mean Std.Dev. Q1 Median Q3
OppSI 29494 0.017 0.065 0.000 0.000 0.000
NonGAAP 29494 0.173 0.379 0.000 0.000 0.000
Post 29494 0.488 0.500 0.000 0.000 1.000
ROA 29494 -0.021 0.212 -0.020 0.019 0.065
LEV 29494 0.228 0.243 0.032 0.166 0.338
BTM 29494 0.754 1.355 0.338 0.628 1.056
VolSales 29494 0.196 0.225 0.047 0.127 0.255
Size 29494 6.457 2.384 4.889 6.483 8.003
Age 29494 19.168 13.724 9.000 15.000 24.000
NonGAAP = 1 sample

Observations Mean  Std.Dev. Q1 Median Q3
OppSI 5116 0.023 0.074 0.000 0.000 0.011
Post 5116 0.522 0.500 0.000 1.000 1.000
ROA 5116 0.008 0.145 -0.004 0.031 0.070
LEV 5116 0.206 0.206 0.026 0.164 0.319
BTM 5116 0.658 0.731 0.325 0.549 0.879
VolSales 5116 0.182 0.183 0.068 0.135 0.233
Size 5116 7.390 1.831 6.082 7.271 8.571
Age 5116 21.899 15.779 11.000 16.000 28.000

NonGAAP = 0 sample

Observations Mean  Std.Dev. Q1 Median Q3
OppS! 24378 0.015 0.063 0.000 0.000 0.000
Post 24378 0.481 0.500 0.000 0.000 1.000
ROA 24378 -0.027 0.223 -0.025 0.016 0.064
LEV 24378 0.232 0.250 0.033 0.167 0.343
BTM 24378 0.774 1.451 0.342 0.649 1.106
VolSales 24378 0.198 0.233 0.042 0.124 0.261
Size 24378 6.262 2.440 4.566 6.278 7.851
Age 24378 18.595 13.182 9.000 15.000 24.000

i BREHERSRR2-
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Panel B * &3 —HUliE#RET =R

Full sample

Observations Mean Std.Dev. Q1 Median Q3

MBEPCT 17366 0.287 0.294 0.000 0.250 0.500
OppSl 17366 0.015 0.060 0.000 0.000 0.000
Post 17366 0.496 0.500 0.000 0.000 1.000

ROA 17366 -0.005 0.198 -0.007 0.026 0.070

Growth 17366 0.104 0.328 -0.046 0.061 0.185
BTM 17366 0.714 1.007 0.325 0.577 0.926

LEV 17366 0.220 0.228 0.028 0.162 0.338

Loss 17366 0.238 0.426 0.000 0.000 0.000

Size 17366 7.044 1.911 5.697 6.988 8.260

NOA 17366 0.298 2.297 -0.340 -0.001 0.490

NonGAAP = 1 sample

Observations Mean Std.Dev. Q1 Median Q3

MBEPCT 4685 0.329 0.303 0.000 0.250 0.500
OppSI 4685 0.020 0.066 0.000 0.000 0.010
Post 4685 0.535 0.499 0.000 1.000 1.000

ROA 4685 0.008 0.146 -0.004 0.031 0.069

Growth 4685 0.105 0.277 -0.029 0.069 0.185
BTM 4685 0.651 0.759 0.323 0.547 0.877

LEV 4685 0.207 0.211 0.023 0.161 0.322

Loss 4685 0.189 0.392 0.000 0.000 0.000

Size 4685 7.334 1.791 6.020 7.185 8.493

NOA 4685 0.191 1.809 -0.250 0.024 0.447

NonGAAP = 0 sample

Observations Mean Std.Dev. Q1 Median Q3

MBEPCT 12681 0.271 0.288 0.000 0.250 0.500
OppSI 12681 0.014 0.057 0.000 0.000 0.000
Post 12681 0.481 0.500 0.000 0.000 1.000

ROA 12681 -0.010 0.214 -0.009 0.024 0.070

Growth 12681 0.104 0.344 -0.053 0.057 0.185
BTM 12681 0.737 1.083 0.326 0.589 0.945

LEV 12681 0.224 0.234 0.030 0.162 0.345

Loss 12681 0.257 0.437 0.000 0.000 1.000

Size 12681 6.936 1.942 5.571 6.911 8.166

NOA 12681 0.338 2.452 -0.385 -0.014 0.516

i BEEERFRR2-
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x5 BHM—EFERER
Dependent variable = OppS/

Variables REIE t1E

NonGAAP 0.013** (6.84)
Post -0.005*** (-7.24)
NonGAAP x Post -0.006*** (-3.04)
ROA -0.127*** (-21.44)
LEV -0.010*** (-3.70)
BTM 0.001* (1.92)
VolSales -0.012*** (-5.29)
Size 0.002*** (11.23)
Age -0.000*** (-4.47)
Constant 0.008*** (2.93)
Industry FE YES

Adjusted R-squared 0.16

Observations 29,494

5T RIE 10% BEEOKYE | RIRNE 5% BEEKLE | ¥ RIRIZE 1% FEEKE o
BEHITERFBFR2 BB A tE - BEEMETRIZA Petersen (2009) & RIS RIZ AR
(Cluster-adjusted Standard Error) 8IE /AT B BB 4% 2 1ZHEE o

FERER T AP TEHIE T IE GAAP ZEREY/AFIE SEC 2010 F#51f C&DIs
% FEEA S ZHT - B RE Y B M R BB 2 TE H S R A Bl R B TE . FR e
K o RaR —HVERER R AR 6 - HARMEIRATIE (OppSI x NonGAAP) HIIFE
By 0.249 H3E 1% HYEZ K HE - (RF27F 2010 4E C&DIs #4727 7l » fHEE A KB EIE
GAAP Zifp 2N E] » #BFEIE GAAP BRI/ Bl ey B EeE 5 R B R BT s TE H 2K
SERN S MTATZ2 AR TEE - FEARTR OppSI x NonGAAP H Post 7 =YEZ: FelE » ST H
Ry -0.628 » H = 1% HYEHZE KYE - (KFRIEEIE GAAP ZERAY/N FIAE 2010 4F C&DIs
Atk - FRRE YR MR R e TE H ACE R AT BT AR BR TR 2 A2 FE R

{Ef5—$2HY/2 » Bond et al. (2017) #HI{E C&DIs # 1.2 1% - MR HIEEEHE
HIBEBR DAEE 43 A BT TERI B RE FE B0 » SR EAE SR EIA SO Z TG A 2e - B
A0°F : 25— > Bond et al. (2017) 2#RAFGFHIAH " P , FrRlEELEHREZIE
GAAP ZfRE B AT EIAI B ERTEIM - H 0 AR RE B8 8 B 40 R T MR B P e 1
MASLHIZE T R AR T 38 IR DR R DGZ R AT BN TR « 25— » 2545
SR —H{EER 2455 - BT Bond et al. (2017) 2 Z Bk  7£ C&DIs 2
% NFEIEIEEIE GAAP ZERIF LI A G HER LB NMEZ R HERTEE - ATEIE
GAAP BB LR 2 2 A Bl T E AR - RO A1) AR BIHE 2 E B A BERR DIGE L
TR E A A3 IAE C&DIs Z % » A FANMERD R MR 8 » th
AT MRS B 1 R B s AGE B AT BT TR - B R A T A 1T
GAAP ZIaREH -
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x6 R _EERER
Dependent variable = MBEPCT

Variables REUE t{E

Post -0.003 (-0.57)
OppSI -0.166*** (-3.17)
NonGAAP 0.038*** (4.55)
OppSIxPost 0.103 (0.76)
OppSIxNonGAAP 0.249*** (2.77)
NonGAAPxPost 0.013 (1.25)
OppS! x NonGAAP x Post -0.628*** (-3.01)
ROA 0.008 (0.51)
Growth -0.000 (-0.02)
BTM -0.022*** (-8.70)
LEV -0.113*** (-7.21)
Loss -0.092*** (-13.49)
Size -0.016*** (-7.85)
NOA 0.005*** (4.03)
Constant 0.432*** (15.40)
Industry FE YES

Adjusted R-squared 0.1

Observations 17366

5 1Y RINE 10% FEE K | RIRE 5% BEEKLE | M RIRE 1% FEEKE o
BB ZTERBFR 2 BB A tE - EEEHETRIEF Petersen (2009) B BRIB@F LR
(Cluster-adjusted Standard Error) 45 1EA R BI R B 14 2 {E#E o

th ~ BREMEDHT

— LTI L TREY

AN ZMIEER IR ERP CEZRE  ZTEMEBE SRR R — BT
#25{5% (Parallel Trend Assumption) » JRE[ £ C&DIs K& » FEgtH (NonGAAP
= 1) BEHIEHIHH (NonGAAP = 0) {EFHEIEFF BB AVRR Y2 Ll M 25 - [
Rt — e R HE B #2508 - PR T FIER Roberts and Whited (2013) FT A8 (R il
il (Falsification Test) - Lo & Bt B GHAYFRTESA AR - HABEER - FIH
WA ZE A C&DIs BYEFTE R (B 2007 28 2009 4F ) (FRIFFCEA - T 8E7% , i
{Bea% C&DIs Fit 2% 17 1Y 7 [ Ry 2008 £ (B¢ 2009 4F ) - W48 IEh 728 A= By i #6230 2
Post_2008 (8 Post_2009) » DIV (2) k3 (3) HHHTIR Post B8 DL B2 Post 1H
LI BEE (A : NonGAAP % Post ~ OppSI x Post ~ OppSI x NonGAAP x Post %)
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AR EHEET @) K Q) HEFEES T F 71 Panel A B Panel B
FH R R P (50 FH Y 2 38 A1 C&DIs BYEHTE R » F1_E Post_2008 (Post_2009) [tk
T EES R T 830 | (False) By C&DIs FE A0 I BE o K - 1F 1T M B R ALY
HIFE T FAFTETHHEF(GEH R A (2) " NonGAAP x Post 2008 ( 5 NonGAAP x
Post 2009) ; ~ T (3) " OppSI x NonGAAP x Post_ 2008 ( B% OppSI x NonGAAP x
Post_2009) M S8 (HEHRBUIE N EZE RNE -

7< 7 ) Panel A By BT (5 5F =0 2) Z A& - HERAEF AN C&DIs Hij #Y B A
Wi (2007 £ %2 2009 5 ) > NG 2 (1) B9 NonGAAP x Post 2008 51 (2) £
NonGAAP x Post_2009 » HALETREE B2 < [ Panel B A E {550 3) 2
FEE S INERIEERT > a2 (1) BY OppSI x NonGAAPxPost_2008 S (2) K
OppSIxNonGAAP*Post_2009 » HAMGHAEE REBEEKE - fiEZ - EFRREAE
E&%H (NonGAAP = 1) B0 (NonGAAP = 0) » [ASEFRAY C&DIs #415 RS (2008 4R
82009 ) Fiitk » Tame E IR DB 282 b HIEdE S @l v B R
PR DUE R S HTER TR #8281 > W 2 -

L BIERA R

Rl E R A ROV METE - ASGIFROR LR 2010 Btk =S AE (2 HTR T4
BARR TLAF - BRASHARI IS £y 2006 422 2013 4B 2005 4% 2014 4 » MR R &
HIEHAT - C&DIs #1fi LB AT - HafiRafER 8 -

7% 8 Panel A FfBait — AU MEHIGAAG R - BACHIRIZE &y 2010 SRR S VUF
HIERATEEORy 39,380 5 » AR LA HYBA TR 49,441 5 (BB A EAITE
PR EA RS SR B B SR R A R — B 2GR R B B B E R B AR - B
71~ SEC 3 17i C&DIs t& » ¥V REY b MR pl B H H E A RIE8

7% 8 Panel B fffait —HYHIBAAG R - EECAE I H AT RS U FEHEFTRS T
FIF > OppSI x NonGAAP x Post WIGREMEER & - TS R th Bl E B E R 20
AT R - (B ARKAR BRI - BIIEEAT C&DIs RI 2 Rk 1 F &2 /e B DA
SR AT R FEET E AR -

= FAHIE S5 5L Bentley et al. (2018) & RHH VLA 2 BEAS
TEAM TR E R - #1225 Bentley et al. (2018) #8F27F GAAP ZIERATHE
#7500 #F Compustat B2 I/B/E/S ERHNE G 1% » RELGLERHEILEL 2 AT AR

7 Post_2008 (Post_2009) {238 FE R 2008 4F (2009 42 ) K DISIIFREZ R 1 - GHIE O -
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FBEIE GAAP Z8s 2 /NF (BN NonGAAP =0) - 7RISR - T
FHF B ESERELR AR » RICEZ AR DAHE: - iR EE SR
TZBNRESEARRCZ 222 - fEHIRFIT - #38EIF GAAP Zfk (NonGAAP = 1) B9~
FEENG I HEEREED - (R — PR E R 12,582 % - (RER ZHHY
BRATEEER 11,126 28 > HEERFHERE9 -

3% 9 Panel A BHs - HigiE BB RS —HFE - 223€5H NonGAAP x Post Z (A% 54
& FRTE 2010 4 C&DIs #1fitk @ o2 IE GAAP ZRRAVA T Z5 1k
FrpltEaTHH © 32 9 Panel B 887 » TR —AYH 53 » AC3RTH OppSI x NonGAAP x
Post FIR B 2R BE A - EZFTEBEE 20 AIEARERRI SO N g /st
fhamiEE ML -

M~ SR EIE GAAP BERIFERE ST R

AW FEH) £ E R 22 % Bentley et al. (2018) #&#&JE GAAP & ERHUHRE T = -
DB Eif R GERERE S 2 HERT A IE GAAP FE B iR CEMNF L
Al UE o R EL AR PN E R - PR 25 08 RSO Y 9E GAAP 8RB 5 =
(Bhattacharya, Black, Christensen, and Larson, 2003; Bhattacharya, Black, Christensen,
and Mergenthaler, 2007; Black and Christensen, 2009) » L I/B/E/S & £} J&E 1 & R &
BERHE R E R P EDR -t 2R SRR I GAAP Bariad /iU iR idlE -
TELLHIETEERE T - PR BB IE GAAP BB A IR ARIRZ -

{BaR —H R AS R YA % 10 Panel A » ZZSRIERVIREEE T2 SeiGam— 20 B
P TT AR R B A R A - (RER AR RS R AL 2 10 Panel B
OppSI < NonGAAP * Post WIREUHEEE F & » SZFFIRGER —HYRRAT -

H > BT 2 GAAP JGIH A FI B GAAP BRI 2 H] Z Lk

HMFEE—FKEARE SR GAAP BB (HIFTHEZ GAAP iR RBE)
Bl GAAP JEF] /A F (BIFT#E 2 GAAP EER B 1E ) T EEARYIRE
11 o 7F Panel A {RER—HYEL 73 » T2 HE GAAP 1B, 2 /A F] » NonGAAP x Post
1 OppSI ¥ EAHR (A8 GAAP FH] 2 A TR EAI R » Rk E®E
TSN (E 2010 4F SEC #4f C&DIs % » A8yt i H - E2KH
GAAP Ziff B2 /N F] » BBE GAAP BB/ FITE C&DIs Z Hi A & & a5 R 75 #%
R AIE R (H NonGAAP (REREEE SN GAAP #EF]/AF] ) » thiAf C&DIs &
¥1IF GAAP ZERHVEL B IRFIR - AIEEE (R ILEA SR AR AR s T B R E T Y
B -

TR ER —HIER4Y » 2 11 Panel B B8 » OppSI x NonGAAP HIR804E GAAP 22
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BRI IR N A BE R IE - (B1E GAAP ZER R iFHIRY A F A BEE - S AE
2010 £ SEC #47i C&DIs Hi » #H GAAP R 2N FIWE 5 il S i IR BlE
WIEE AGE RS HTET ZERTHIE © SR1f] OppSI x NonGAAP x Post WI{REITE GAAP &5
BAFEE A (HIE GAAP A AR AR - LLE R R R (A —AAsaRm — 2
JREN C&DIs #5472 1% » EEEEAR T GAAP SR B H| HIRE R B M s HHE 2 7 H
SRR ERTM - BURUETE GAAP BB D B e E HAIRUR - HR
A& &AEHFA RN T -

7S B — L E BB B — RSB A G A

AR — T EEE R A Q) HEE B IR B &EE
(OppSI) » IL—2EJ51R$E Cain et al. (2020) £2HAYRIFEE G EHEREL © B 1F
B—PEEACH S T — EZE e (1) MISEIEZE (OppSD - FHRFILEE = (OppSD
V8 2 85 DL 5 51 20 (2) = R1f7 > Chen, Hribar, and Melessa (2018) Eil Chen, Hribar,
and Melessa (2022) f5H1 + L& 5T SR PR 2 AP B fhiE s (BLHE « R —EE
TR Z B — iR ) - RIREFEEULEHREZ fRER - Chen et al.
(2018) IEFRE EH—IRARIIEE R « HEERA " BE—REEE ) (5T - Bt - AR
A= (1) B (2) BETEAN MRy BE— R =T

Sl =vo + Y1NonGAAP;; + y,Post, + ysNonGAAP;; X Post, + y,ROA;
+ ysLEV; + Y6¢BTM; . + y,VolSales;, + ygAge;,
+ voReturns; 1 +yjoReturns; 3.1 +v11ROA;t 3¢
+ V12BTM;t 3¢ 1 +v1isMerger; 1
+ yi4LargeSalesDecline;y + y1sGROWTH; ; + y16L0SS; ¢
+ ¥17%L0sS;t—3t-1 + V18ACFO; ¢ + y100pCycle;
+ y0EmployeeDecline; ., + + v, DiscontinuedOperation; ,
+ V22 PPE; 11 + ya3Intan; 1 + y24Size; 4
+ . Interactions + Tit ° 4

2 (4) WIERER ST (TJE OppSI) > HEZEREEE) s NonGAAP ~ Post »
NonGAAP x Post » TR EAER 05 FAZ (1) &3 Q) ZFrE7EdEE - &
ZE[EERRUBOEE A RIE - 32 12 2HA (4) ZfEFHER " HERTEUER Chen

8 AR$E Chen et al. (2018) HYERES - ZUE ST SUAEMETT RAPE B (i 5 1y - S —FEEL 2 fhETHEH
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ct al. (2018) FTAERAI B —PEELEEH 08 + ZSTIB (NonGAAP x Post) (FMIKATEE
R B 5 2 BRI - BRI Cain et al. (2020) (RSB {53+ -
52 Chen ct al. (2018) B —HEEL: + (BER— IR ICiG ST TR -

L~ BIEEE BRL 2 GG R B R
ARSI ERER A ER B AR A S0 (3) - Hor iy T SR R A BN R B 1 e )
1BRIEH 2 22T (OppSI x NonGAAP x Post)  [fiHH OppSI/ETR$E Cain et al. (2020)
RIS (1) EATSAVEEZE - ToR—fE4 B3 B 2 8 (Generated Regressors)'” ©
Chen, Hribar, and Melessa (2023) 5H1 + BEARTE—MCIEDL N - AERAEER SN T2
BAREEETHI— 0, - (HHERE FEUERR (Standard Error) AJREMHEAY o HIRAITER -
(B EAEAGETE SO AR BRI ER R B (R TERRI - TR RN T2k B & — iR
Pt A= YA 52 (Sampling Variation) « FRAFHKHIE Chen et al. (2023) ZLFEHIFIE » 1F
i AN E e T EHTETESE MR ELZ bootstrap fRH#ERR - HAPEEfGMANT ¢
AER 1 PR HE] (With Replacement) HYJT - B HETAYBASE - filiHH—#i
AR /INEy N B bootstrap A -
A BE 2 HIFHE#H bootstrap BRAE T 43 " HE—EZE ) (H3T2 (1) BIEAE
OppSI -
HER 3 KRR 2 FTSEIRY OppSI e B A AIAZ TRIA(F fs T S i i (B :
AR E R ) - BERTEETEC 3) - WFHIE (3) ArE R R
SHREE -
HER 4 EEAER 1 A 34 B X o {11 Chen et al. (2023) 3% E B % 1,000 X °
Al —E= (3) FRAVEER (28 - #2 BH nTDUE 2] B ([ bootstrap {ii &%
FE - FREXEM B {E bootstrap (& EIVEAZHEZE » (ERaZREEY

BT RSy TR — EZE ) T - IR —EERGE RS T A — ) HEfT
HIIFE Chen et al. (2018) FTRGRAYEE —FEERIE T - PERIE L AER A " E — A EER
(R - THEE—EZ ) EEEE) o DIEEZ THEE — EFE ) S SR RS — M TR AT
HHERIE L AZIRIE - 3E - TR (4) FRREd] TR — ) [EE R R S BRSO L
iR TR Post ~ NonGAAP X Post HAGEHREUAI5E 2 AR P M0E R E - AL - Fef = (4)
) Interactions #EAENURy © T Post— FEZE | EIERRERZ (1) HHATA FEH 3 82 22 3R IH -

9  RHETEFAERIE - 58 12 BRYIRA (1) ZHEFEE DR Interactions ZAGEHREL -

10 Chen et al. (2023) £ " A= pHVEET# T (Generated Regressors) |k il i =X i B — i i 9 -
S B — 4 EE R 4E B (Independent Variables Generated from First-step Regressions) © [if—
A B A B SR B A S SRR R RV GE - e T DU AR F AL B — Al R = 2 AR O TRIAN(E (4 -
TEHFERTE ) ~ HETRE (A1 - ZEERFFEME ) ~ ROETE - sl 8 oS Bt — D R Fr s
B R E A S (410 : C Score) -
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bootstrap fEH#EZR o

EEEENE - gt E R A FERABHEE R} (Panel Data) » A FLRASE]
REBEFEEEMEESE (Cluster) A FEA—ERERIRRE - §l40 - AFIBFEEZ
MIRUMHRTE (BERFRF SR R A F]) BEENE A FIRIRE (LIRS RESE) - R
72 Chen et al. (2023) #t5% Flt A BR a] B¢ pairs cluster bootstrap B 5 =K EST » DL
&= B - AWFFE e 13 o FRYIREFE B A R s B A E T RS
A bootstrap fEHEZR o

7 13 JI7RER H bootstrap FEHEFR Y E FEAG HL o Fo T B EE 6 1T HEIHE - Fo(
{/i%& Chen et al. (2023) Y27 - SefEfid (1)-(3) EHN T2 6 HILREE ~ FREERR - ¢
H > FANE (4) ~ (5) FIHIEFEEE R/ E].Z bootstrap fRHEREME TR ¢ {H » (%M (6)
(7) B2 R SR Ry ¢ Y bootstrap EHERRELEER ¢ {H - 5 RER - 3R 6 .Z OppSI
X NonGAAP x Post {3 #IEHERR R 0.2084 (¢ {E Ry -3.0127) - JMEER Chen et al. (2023)
R pairs cluster bootstrap 5=V E#HT 515 bootstrap fEAEFR % » 3£ 13 fEEEE B /A H]
I IRUERR By 0.2234 (¢ {HFy -2.8107) + TERFEE Ry N - fRUEFR Y 0.2213 (¢1{H
Ry -2.8373) - BEESHEI - BEIRLER bootstrap JIFHERR (B1EMR ¢ {H) PR 6 7Y
THESR () BEE ((K) —Bh - (HEMLIERERR - WARERrHES " -

11 FAMEER FTRERYIFIAIE — ¢+ E5L - ARP%E Chen et al. (2023) AUBEHEERGAR 5 Az pliysl Ber it B Ry 55
AR AR AR ) B R REIRIL N ES S A EERR B RS 5 KR BOURRR T
R SR 22 A/ NBE B 20l (78 2R A el B At e 2 sl B X0 ) RS P 2 S PRI - AN
AR R EE » FIRZ A B R ) (R MERR R 22 80/ )N © Chen et al. (2023) FRFATE
2019 FEFEFRFAE ST THAR TR 17 f75 (6 28 plesll s st S gt 92 HLrhiy 13 e HEs — 20l
B2 R TR 10% 28 20% ~ R 3 fERYEE— iR 2 RZ 1L 20% 28 30% ~ {8 1 fEAYEE—40
.2 R 30% o TIAHFFEAgE—Fimimst (BI=0 (1) ey TR —mESE , HETLET - R SF
% CHRAZE80) B 33% (37%) » AHIHS STRRIEA T -
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=7 BBAIG (Falsification Test) : FE1THBEMREL 2 1FET
Panel A * figafi— (#AFEE R 2007-2009 F)
Dependent variable = OppS/

(1) )
Variables Post = Post 2008 Post = Post_2009
NonGAAP 0.009*** 0.016***
(3.86) (5.87)
Post 0.008*** -0.000
(7.39) (-0.07)
NonGAAP x Post 0.004 0.008
(1.34) (1.08)
ROA -0.154*** -0.165***
(-18.55) (-17.15)
LEV -0.015*** -0.017***
(-3.78) (-3.47)
BTM 0.002* 0.002**
(1.66) (2.27)
VolSales -0.014*** -0.013***
(-4.41) (-3.50)
Size 0.004*** 0.004***
(10.46) (10.36)
Age -0.000*** -0.000***
(-4.06) (-2.71)
Constant -0.001 0.001
(-0.24) (0.19)
Industry FE YES YES
Adjusted R-squared 0.18 0.20
Observations 14,556 14,556

5 1t RORIE 10% BEE K ; *r RIRE 5% BEEKE | RIRE 1% FEEKE -
BEHITEBHFR2 - EHEBt{E - BEZMETRIZHE Petersen (2009) B B IEMEIZ %R
(Cluster-adjusted Standard Error) $5IE AR BIE B 15 2 iZ#E o
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Panel B : BiR— (BAEE A 2007-2009 &)

Dependent variable = MBEPCT

Variables Post = Post 2008 Post = Post 2009
Post -0.033*** -0.017**
(-4.75) (-2.36)
OppSI -0.409*** -0.087
(-3.69) (-1.44)
NonGAAP 0.070*** 0.046***
(4.43) (4.38)
OppSI x Post 0.332*** -0.129
(2.77) (-1.22)
OppSI x NonGAAP 0.079 0.197*
(0.29) (1.90)
NonGAAP x Post -0.041** -0.025*
(-2.46) (-1.73)
OppS! x NonGAAP x Post 0.189 0.175
(0.66) (0.84)
ROA 0.047*** 0.052***
(2.71) (2.96)
Growth -0.004 -0.006
(-0.44) (-0.60)
BTM -0.018*** -0.019**
(-6.69) (-7.07)
LEV -0.103*** -0.107***
(-5.69) (-5.91)
Loss -0.097*** -0.097**
(-11.44) (-11.34)
Size -0.019*** -0.019***
(-7.89) (-7.88)
NOA 0.007*** 0.007***
(3.44) (3.53)
Constant 0.443*** 0.427***
(13.50) (13.09)
Industry FE YES YES
Adjusted R-squared 0.13 0.13
Observations 8,456 8,456

BT RGE 10% BaE K HE

211

P RITGE 5% BEE KA | RINE 1% BEEKEE -
ZEBYTERABFR2 EFRB t{H o IBEEMETRIXF Petersen (2009) B Ri2@IZ %
(Cluster-adjusted Standard Error) $5IEARIRIRE B ZIZHEE -

2
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=8 EEMAE - EIEAFE
Panel A : {RE5—

Dependent variable = OppS/

(1) 2)
Panel A : Panel B -
2006-2013 & 2005-2014 &

Variables HREE tE REUE tiE
NonGAAP 0.011*** (7.49) 0.011*** (8.13)
Post -0.004*** (-6.91) -0.004*** (-7.07)
NonGAAP x Post -0.005*** (-3.33) -0.005*** (-3.73)
ROA -0.115%** (-23.45) -0.108*** (-25.46)
LEV -0.008*** (-3.67) -0.007*** (-3.79)
BTM 0.001** (2.14) 0.001** (2.19)
VolSales -0.010*** (-5.93) -0.009*** (-6.20)
Size 0.002*** (11.89) 0.002*** (12.65)
Age -0.000*** (-4.62) -0.000*** (-4.39)
Constant 0.007*** (3.15) 0.007*** (3.38)
Industry FE YES YES
Adjusted R-squared 0.15 0.15
Observations 39,380 49,441

3 RINE 10% BEEKE v RINE 5% BEEKE RoNE 1% BEEKE o
BEYZERAEFR 2 15HA tH o IREZREHRIRA Petersen (2009) F¥ BB EIZAER (Cluster-adjusted
Standard Error) ¥ E AR BIREME 2 1R%EE o

Panel B : iR —

Dependent variable = MBEPCT

(1) )
Panel A : Panel B -
2006-2013 & 2005-2014 &
Variables REE t{E REUE t{E
Post -0.010** (-2.18) -0.019*** (-4.65)
OppSI -0.193*** (-3.74) -0.217*** (-4.53)
NonGAAP 0.046*** (6.03) 0.047** (7.56)
OppSI x Post 0.152 (1.23) 0.097 (0.90)
OppSI x NonGAAP 0.205** (2.28) 0.201** (2.32)
NonGAAP x Post -0.002 (-0.19) -0.010 (-1.17)
OppSI x NonGAAPxPost -0.480** (-2.41) -0.329* (-1.85)
ROA 0.006 (0.39) 0.012 (1.08)
Growth 0.005 (0.82) 0.005 (0.95)
BTM -0.025*** (-9.42) -0.028*** (-11.83)
LEV -0.114*** (-7.75) -0.118*** (-12.97)
Loss -0.092*** (-14.59) -0.089*** (-18.70)
Size -0.015*** (-7.74) -0.014*** (-12.75)
NOA 0.005*** (3.98) 0.004*** (6.24)
Constant 0.448*** (16.04) 0.455** (29.12)
Industry FE YES YES
Adjusted R-squared 0.10 0.11
Observations 23,069 28,874

5 RORE 10% BEE KA 5 RORIE 5% FEE K o RONE 1% BEE K o
BEY 2 TERBFR 2 150 tH - IBEEMEHRIZA Petersen (2009) F#EFEEIEAIR (Cluster-adjusted
Standard Error) f8IE AR BIRE B 2 IR EE -

212



NTU Management Review Vol. 34 No. 2 Aug. 2024

RO BRI : Z8 58 Bentley et al. (2018) BRI EILAL 2 A
Panel A : {BER—

Dependent variable = OppS/

Variables REUE t{E
NonGAAP 0.012** (6.09)
Post -0.004*** (-3.07)
NonGAAP x Post -0.005** (-2.36)
ROA -0.179** (-14.36)
LEV -0.004 (-1.01)
BTM 0.007*** (4.25)
VolSales -0.002 (-0.87)
Size 0.003*** (7.54)
Age -0.000*** (-3.03)
Constant -0.007* (-1.69)
Industry FE YES

Adjusted R-squared 0.21

Observations 12,582

5 1Y ERIE 10% BEE K | FRIRE 5% BEEKLE | RINGE 1% BEFKE o
BEHITERAFR2 ERA E - EEELETRIZA Petersen (2009) B RIS RIF 4
(Cluster-adjusted Standard Error) f8IE /AR B 2B 18 ZIZHEE o

Panel B : i1 —

R

Dependent variable = MBEPCT

Variables REE tiE
Post -0.004 (-0.63)
OppSI -0.224*** (-2.93)
NonGAAP 0.034*** (3.66)
OppSI x Post 0.192 (0.77)
OppSI x NonGAAP 0.289*** (2.78)
NonGAAP x Post 0.014 (1.30)
OppS! x NonGAAP x Post -0.711** (-2.41)
ROA -0.012 (-0.55)
Growth -0.007 (-0.75)
BTM -0.028*** (-6.75)
LEV -0.100*** (-4.99)
Loss -0.096*** (-11.27)
Size -0.017** (-6.31)
NOA 0.006™** (2.81)
Constant 0.461*** (14.23)
Industry FE YES

Adjusted R-squared 0.1
Observations 11,126

3 RTE 10% BEE KA §  RINE 5% BEEKE RINE 1% BEEKE -
BEY I ERFFHR2 ERA tE - REEEEHRIRA Petersen (2009) B RIBRIT A
(Cluster-adjusted Standard Error) 8 IEATBIEE MR IZHEE o

2
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F 10 FEEMAIE - SUEIBFETF GAAP BERAVHEEEA K
Panel A : {&RE%—

Dependent variable = OppS/

Variables REUE t{&
NonGAAPIBES 0.012*** (8.84)
Post -0.004*** (-5.43)
NonGAAPIBES x Post -0.005*** (-3.54)
ROA -0.126*** (-21.42)
LEV -0.010*** (-3.86)
BTM 0.001* (1.87)
VolSales -0.011*** (-5.15)
Size 0.002*** (9.65)
Age -0.000*** (-5.23)
Constant 0.009*** (3.13)
Industry FE YES

Adjusted R-squared 0.16
Observations 29,494

* RINE 10% FEZ KA ; * FRE 5% BEZIKEE § ** RE 1% BEZKE o
%Q@ZE%%#?@ 20 fEE A t{E - BEZEMETRIZH Petersen (2009) B B IR 1E2
(Cluster-adjusted Standard Error) $5IE /AR BIR B MR ZIEHEE o

Panel B : 52—

i
1
l):HIII_g

Dependent variable = MBEPCT

Variables REE tiE
Post -0.005 (-0.73)
OppSI -0.258*** (-3.80)
NonGAAPIBES 0.047*** (6.59)
OppSI x Post 0.170 (0.89)
OppSI x NonGAAPIBES 0.247** (2.94)
NonGAAPIBES x Post 0.010 (1.17)
OppSI x NonGAAPIBES x Post -0.466** (-2.05)
ROA 0.006 (0.41)
Growth 0.003 (0.36)
BTM -0.023*** (-8.76)
LEV -0.117*** (-7.53)
Loss -0.092*** (-13.60)
Size -0.018*** (-8.66)
NOA 0.005*** (4.13)
Constant 0.430*** (15.13)
Industry FE YES

Adjusted R-squared 0.11

Observations 17,366

* RTIE 10% BEZOKE 5 RTOE 5% BEZKE §  RTE 1% BEIKHE o
BEH I ERBHR 2 E5ER t{E - BEELEHRIRA Petersen (2009) B B B2 12 # R
(Cluster-adjusted Standard Error) 5IE /AT BB E % 2 EHEE o
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: GAAP B8 R E GAAP EF| /AR Z L&

Dependent variable = OppS/

(1) GAAP &18/AF] (2) GAAP EF|/AF]
Variables REUE t{E REUE t{e
NonGAAP 0.0246***  (6.32) 0.0040***  (8.57)
Post -0.0121***  (-5.48) 0.0004 (1.45)
NonGAAP x Post -0.0115** (-1.96) -0.0008 (-1.39)
ROA -0.1678*** (-39.54) -0.0134***  (-6.70)
LEV -0.0204***  (-5.33) 0.0011* (1.66)
BTM 0.0016***  (2.94) -0.0004** (-2.46)
VolSales -0.0372***  (-7.83) -0.0005 (-0.69)
Size 0.0112***  (18.86) -0.0000 (-0.09)
Age -0.0003***  (-3.32) -0.0000 (-0.13)
Constant -0.0165 (-1.47) 0.0054***  (5.27)
Industry FE YES YES
Adjusted R-squared 0.17 0.02
Observations 9,506 19,988
5E 1Y RUNE 10% BEEOKEE § * RINIE 5% BAEKEE [ Y RIE 1% FEEKE o
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=12 BRI : BRER—#KA Chen et al. (2018) BE—FEEL A G5t
Dependent variable = SP/

Variables REUE t1E
NonGAAP 0.018*** (6.38)
Post -0.114 (-0.71)
NonGAAP x Post -0.012*** (-3.85)
ROA -0.261*** (-23.57)
LEV -0.014*** (-3.03)
BTM 0.002** (2.09)
VolSales -0.029*** (-7.23)
Size 0.002*** (6.59)
Age -0.000*** (-6.32)
Constant 0.029 (0.85)
L (1) ZIEHIEE YES

Interaction terms YES

Industry FE YES

Adjusted R-squared 0.30
Observations 29,494
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1. Purpose/Objective

A growing number of firms have been disclosing non-GAAP earnings (also known as
pro forma or core earnings) in their earnings announcements or financial reports (Black,
Christensen, Ciesielski, and Whipple, 2021). A non-GAAP earnings metric typically
excludes one-time, nonrecurring items (e.g., mergers and acquisition costs, restructuring
charges, and tax resolutions) that do not stem from the firm’s core operations. Managers
often make such adjustments when they consider non-GAAP earnings more representative
of the firm’s operating performance.

Past literature suggests that both opportunistic and informative incentives can
influence managers’ non-GAAP reporting behavior. The informative perspective suggests
that non-GAAP earnings more closely represent permanent earnings and better predict
the firm’s future performance (Bhattacharya, Black, Christensen, and Larson, 2003;
Brown and Sivakumar, 2003); investors also consider non-GAAP earnings more value-
relevant than GAAP earnings (Bradshaw and Sloan, 2002; Lougee and Marquardt, 2004).
However, the opportunistic perspective argues that managers likely disclose non-GAAP
earnings for strategic reasons. For example, Doyle, Lundholm, and Soliman (2003) find
that items excluded from non-GAAP earnings are largely recurring expenses, suggesting
that managers attempt to present a more favorable performance metric that could mislead
investors. Other studies also document that non-GAAP exclusions allow managers to
meet earnings benchmarks that they would not reach based on GAAP earnings (Black and
Christensen, 2009; Doyle, Jennings, and Soliman, 2013).

In response to concerns regarding the misuse of non-GAAP earnings figures, the
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Securities and Exchange Commission (SEC) implemented Regulation G in 2003 to govern
firms’ non-GAAP disclosures. Specifically, this rule prohibits firms from adjusting a
non-GAAP measure to eliminate items identified as non-recurring when such items are
reasonably likely to recur within two years or a similar charge or gain occurred within the
prior two years. Many studies find that following the passage of Regulation G, the quality
of non-GAAP exclusions improves and the tendency to meet or beat analyst forecasts
using non-GAAP earnings declines (Heflin and Hsu, 2008; Kolev, Marquardt, and McVay,
2008). Nonetheless, the frequency of non-GAAP earnings disclosure also significantly
decreases (Entwistle, Feltham, and Mbagwu, 2006; Heflin and Hsu, 2008; Marques, 2006).
Furthermore, Regulation G does not eliminate the opportunistic component of non-GAAP
reporting because firms may increase their incentives to achieve earnings targets through
special items (Baumker, Biggs, McVay, and Pierce, 2014; Kolev et al., 2008).

In 2010, the SEC issued new Compliance and Disclosure Interpretations (C&DIs)
on the use of non-GAAP earnings that relaxed the rigorous Regulation G guidelines. This
new rule gives firms more discretion in determining how to adjust for recurring items.
Although the release of C&DIs is an economically important event that may shape firms’
disclosure practices (Kyung and Weintrop, 2016), fewer studies examine the consequences
of this new regulation.

Cain, Kolev, and McVay (2020) argue that special items may contain opportunistically
misclassified recurring expenses that are not truly transitory. Accordingly, they propose a
methodology to predict economically driven special items, the excess of which are referred
to as opportunistic special items. Considerable literature has established that companies
often exclude special items to meet earnings benchmarks or design compensation contracts
(Donelson, Jennings, and Mclnnis, 2011; Fairfield, Kitching, and Tang, 2009; Kolev
and Potepa, 2019). However, these studies do not explore how a change in non-GAAP
regulation influences firms’ strategic reporting of special items.

Besides, Guggenmos, Rennekamp, Rupar, and Wang (2022) provide experimental
evidence that increased regulatory attention to non-GAAP earnings can result in more
aggressive GAAP earnings management and reduced GAAP earnings quality. Given that
C&DlIs relax the restrictions of Regulation G and give firms more discretion in adjusting
recurring items, we expect that this less stringent regulation will lower the incentives of

non-GAAP reporting firms to manage earnings through the recognition of opportunistic
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special items. Thus, we formulate our first hypothesis as follows:
H1: Firms reporting non-GAAP earnings reduce the recognition of opportunistic special

items after the SEC’s implementation of C&DIs.

Firms often suffer stock price declines when their financial performance does not
meet analysts’ expectations (McVay, Nagar, and Tang, 2006). The exclusion process
in the reporting of non-GAAP earnings usually allows firms to meet or beat analysts’
forecasts (Doyle and Soliman, 2002). As the C&DIs increase the flexibility of recurring
item exclusions, non-GAAP reporting firms should lower the tendency to meet analysts’
earnings benchmarks through opportunistic special items. Thus, we propose our second
hypothesis as follows:

H2: Firms reporting non-GAAP earnings reduce meeting or beating analysts’ earnings
forecasts through opportunistic special items after the SEC’s implementation of

C&DIs.

2. Design/Methodology/Approach

This study adopts the methodology of Cain et al. (2020) and estimates opportunistic

special items using the following equation:

SI;; = AyReturns;_; + A,Returns; ;3,1 + A3R0A; 43,4 +
AyBTM; 3,4 + AsMerger; ., + AgLargeSalesDecline; , +
A,GROWTH,; ;. + AgLoss;; + A9%L0sSS; t_3+—1 + A1oACFO; ¢ +
A110pCycle; 4 + A, EmployeeDecline; ;_q ¢ +
AizDiscontinuedOperation; s + A4 PPE; ¢4 + AysIntan; .1 +
MeSizejr—q + . (1)

The residuals from equation (1) refers to the special items that cannot be explained by
economic incentives and are recognized opportunistically by managers (denoted OppSI)
instead.

We then estimate the following equation to test our H1:
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OppSl; s = Xg+ s NonGAAP; s + X, Post, + «3 NonGAAP;; X Post,
+ Ky ROAi,t +0C5 LEVi,t + 0C6 BTMi‘t + < VOlSaleSi‘t
+ g Size;; + g Age;s + €t )

In equation (2), NonGAAP is an indicator that equals 1 if the firm discloses a non-
GAAP earnings metric in earnings press releases (Bentley, Christensen, Gee, and Whipple,
2018) and 0 otherwise. Post is an indicator that equals 1 for years after 2010 (inclusive),
when the SEC implemented C&DIs, and 0 otherwise. Our main variable of interest is the
interaction term NonGAAP x Post, and H1 predicts that o, < 0.

To test H2, we estimate the following equation:

MBEPCT;; = By + B1Post,+ B,0ppSI;; + f3sNonGAAP; + B,OppSI; . X
Post, + BsOppSI; s X NonGAAP; ; + fcNonGAAP;, X Post, +
p70ppSl; X NonGAAP;; X Post, + fgROA; ; + foGrowth;, +
B1oBTM; ¢ + B11LEV; ¢ + By2Loss; ¢ + Pi3Size; + P1aNOA; +
Wit (3)

where MBEPCT represents the percentage of quarterly earnings that meets or beats
analysts’ earnings forecasts (actual earnings less analysts’ forecast earnings between 0 and
0.03) during the year. The key test variable in equation (3) is OppSI x NonGAAP * Post.
According to the prediction of H2, we expect that £, < 0.

Our sample starts from 55,983 firm-years available in the Compustat database during
2007-2012. After we exclude firms with missing values required to calculate regression
variables, the final sample consists of 29,494 observations for the test of H1 and 17,366

observations for the test of H2.

3. Findings

Consistent with our expectations, relative to firms that do not disclose non-GAAP
earnings, firms reporting non-GAAP earnings significantly reduce the recognition of
opportunistic special items after the implementation of C&DIs. We also find evidence

supporting H2 that, following the release of C&DIs, firms disclosing non-GAAP earnings

223



The Regulation of Non-GAAP Reporting and Earnings Management: Evidence from the Recognition of
Opportunistic Special Items

reduce the use of opportunistic special items to meet or beat analysts’ earnings forecasts.
Our results are robust to a variety of alternative research designs, including the use of
different samples, alternative identification of non-GAAP reporting firms, and different
estimation methods to reduce the bias resulting from two-stage regressions and generated
regressors (Chen, Hribar, and Melessa, 2018; Chen, Hribar, and Melessa, 2023).

4. Research Limitations/Implications

By examining how the regulatory change regarding non-GAAP reporting influences
firms’ opportunistic earnings management, our study provides policy insight to regulators
who strive to improve the overall quality of financial reporting. Moreover, this study
corroborates both non-GAAP reporting literature and earnings management literature.
We find that less stringent regulation on non-GAAP disclosure discourages firms from
reporting opportunistic special items. This finding complements the experimental evidence
of Guggenmos et al. (2022), who suggest that increased regulatory attention to non-GAAP
earnings may lead to increased aggressiveness in GAAP earnings.

On the other hand, our study relies on the model of Cain et al. (2020) to measure
opportunistic special items. Their model still likely contains measurement errors, and our

inferences are subject to this limitation.

5. Originality/Contribution

This study contributes to the literature in several respects. First, the prior non-GAAP
literature generally discusses managers’ non-GAAP reporting incentives (Bradshaw and
Sloan, 2002; Doyle et al., 2003; Lougee and Marquardt, 2004) or investigates the quality
of non-GAAP exclusions (Gu and Chen, 2004; Frankel, McVay, and Soliman, 2011).
Different from these studies, we examine how the SEC’s regulation concerning non-
GAAP reporting affects firms’ opportunistic earnings management. Second, we contribute
to the literature by studying the consequences of SEC intervention concerning non-GAAP
reporting. Prior research tends to focus on the impact of Regulation G, which constrains
firms’ non-GAAP disclosure. Limited research examines the effect of C&DIs, another

important regulation that relaxes the stringent restrictions of Regulation G. Although
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Bond, Czernkowski, Lee, and Loyeung (2017) examine the impact of both Regulation G
and C&DIs, they focus on how these regulatory interventions affect firms’ “exclusion”
behavior, which is different from our focus on the “recognition” behavior. Third, our
study adds to the stream of research discussing firms’ strategic reporting of special items.
Prior literature documents that investors, analysts, and compensation committees tend to
discount income-decreasing special items in assessing firm performance or determining
managerial compensation (Curtis, Li, and Patrick, 2021; Dechow, Huson, and Sloan, 1994;
Gaver and Gaver, 1998). The SEC has also devoted its regulatory attention to recurring
items, making special items a convenient tool for earnings management. Our findings
further suggest that the reduced regulatory scrutiny of recurring item exclusion can
mitigate firms’ opportunistic earnings management through special item recognition. This
highlights the importance of distinguishing opportunistic special items from economically

driven special items.
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