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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
managemen.

[ Keywords ] non-GAAP reporting, recurring items, special items, earnings management,
compliance and disclosure interpretations
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AXERFAFEGAAP B HEFH EZ KB RETHEL X Z BB A E =2 2 A7)
REATHE R E T - £ B E & (SEC) A 2010 4 2 77 #1 W R 2 5 4 ( Compliance and
Disclosure Interpretations > VAT #f% % C&DIs) ° #X & Z H] Regulation G ¥ JF GAAP B
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W E R A F e $3 % JF GAAP £2 8% (Non-GAAP Earnings * X i £ Pro
Forma Earnings 2 Core Earnings ) HJ{EZEAMEME I (Black, Christensen, Ciesielski, and
Whipple, 2021) - [fij Center for Audit Quality (2020) & FEFERHT 94% EAEELEE 500
INFEIE 2020 £ —FE IS 2D —[IE GAAP FERTEIT © B S SeEr 28BN
W hsIE GAAP 28R P {HE GAAP B ER HRREFHERYEHE - RIMEL GAAP 28R BERE
RN EHI #8530 (Brown and Sivakumar, 2003; Shumsky and Francis, 2016) - E.#&
ME » REBT B ATEFTEIE GAAP ZERIF - &1 GAAP ZERHEBRMMRE R
TEA "ROLER ) BIEL S BIANHERA F] 2015 FARE GAAP Frat B2 FR&ER
Ry 1.48 27T » A B e 8 el fE B B8 B ] 5 7H H YR EE 1% - 5 HIFE GAAP

e BIER Ry 2.63 ST MR TINMEEGE 78% -

i IE GAAP ZERE (R3¢ H FEIAFE MERINEEN - 2 LLIF GAAP &8R4 AR
G RN 55 - B EE RIIE GAAP BRI Bk 2% & EAELIRIE GAAP &
BRI THER GAAP &2ER3E BERHE (BIENERS) - I HEHZ 2T R (R
R ) - ENEET S - 2EBBEEIE GAAP &R 1RHL 5 2H H A5
&l - HEBRTENAREZEEE - FRSEHEI®RIIE GAAP ZirE&ItE B rl It
4 (Black et al., 2021; Ribeiro, Shan, and Taylor, 2019) ; [i#F & EEEL 2 BB AR R
TR GAAP R &GRSR ATEPERRIEH EBEA B iR - A 5 3ERH
NEETLEEIEG FHIE GAAP RERHVENHE - B2 Ry T2 ST Al 2 aR THRI M 12 B 1 +8
FZIE GAAP ZI8RERN » NIREF HHRE E 1S AERE (Black and Christensen, 2009; Doyle
and Soliman, 2002; Doyle, Jennings, and Soliman, 2013) °

bE % 8 88 IF GAAP KR 2 2 LB E7T - T8 B ¥ IRRHE A Al ge % B 1%
15 %% IF GAAP B er Al E LIRS - [ EEFEE & (Securities and Exchange
Commission » DA i SEC) ¥ [t #8811 2 1Y FEBAE - FH4E 2001 4 » SEC #LEL
RHES - WRHIE GAAP W B E&NFE B RS - lRE SR E B EHIEE -
SEC HiFf& Mary Jo White tH#1JE GAAP ZIERHIFFIEEEIRERT - Af5H SEC H#EAEE
1E¥EFEIE GAAP BERE RN - (HE W HGEHBAEE TR - DU RIE GAAP ZERTE
BHRERELHE -

SEC 7 2003 4F#%1fi T Regulation G ( f&#% Reg. G) - Regulation S-K DL Kz fH[EE
(8 FLRIREARZES (Frequently Asked Questions; FAQs) » %AJE GAAP Zff F e MEIE
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B8k (Exclusion) HlE B HIRES] ' o FHIAIE GAAP ZER(RIFEL &Y GAAP Zigk
PR TR HHERR R AT A MHEERTEE Pl & 53 R HAIEH (Other Items) EEFF5I$E
#@HH (Special Ttems) » HoAt 7 H 8 iR EHEH M54 (Recurring) HYIEHH - BIZ0HTE
B BN RREEAS - FhEmEE AR EE# 4 (Non-recurring)
HITEH » PIZNERHACAS (Restructuring Charges) ~ B I ~ EER /7 HEm S o 1R
ARE T - R EE H VAR G RS R RETE GAAP EERHHERR - HLHLE B 1
fEmIE GAAP ZEBEFREEIALE » JREIE B R & is T A TEHIRE IR ERS & 14
THH A FEZHEERIY GAAP ZERZAb »

H 2003 4 SEC AL Ei& R E R - FFLE2B MBI ZEE R BT
MiFE L F B ERMEE RS T M REIE GAAP ZERHITE » JREIFTHERR
HYE H 20 B 1% (Transitory) « ¥R 2K R THIMIGE JTRRAVE IR THE - ASH
118 B # HERR fY A =R B EHHI B %X (Doyle, Lundholm, and Soliman, 2003; Heflin
and Hsu, 2008; Kolev, Marquardt, and McVay, 2008) - H./\ &]#z A& F] FHAS H 1 IE H 1Y
BERRAGE RS MTHTEY E2ER TEHI (Black, Christensen, Kiosse, and Steffen, 2017) e

SRIM - WFFR IR 38 B3 26 8 | AL T2 32 1 #8 #5 9F GAAP £2 6% (Heflin and Hsu,
2008) - [HLERRTRERRSAE AN BERTEAER VAR - AENIL - SEC £ 2010 3%
THTHEREERK % ( Compliance and Disclosure Interpretations » DA fiiff fy C&DIs )+
FCEE BT HERRTE B IR EH] - oA BRI R T H AR AT R R -
Guggenmos, Rennekamp, Rupar, and Wang (2022) FJEEEIIFE48H © JE GAAP F2ERIY
A5 AT RE (N P ¥ GAAP ZIERIVIRME - 5 2 L REHEEE HHEIIE GAAP
FEREIEEE - AN REE B FIE T HUER GAAP BB E T » MR T GAAP &
BRIUALE o AL - AWHELL SEC At#E4R 2 C&DIs B & HaTE#THIIE GAAP &
ERARELZ T - ARSI IRV B BIE R - DURGE ST BRI R AR s 2l
AT BT RN 2 B FEET AR B R R K

BB R L SR B R B BN IERE B AR IR EEE - SRR AR
TEHIGE ST - AT A Cain, Kolev, and McVay (2020) FEHRT BB o AL 2 TH A
THH (Predicted Special Items) PAK % BEETE H (Opportunistic Special Items) o K[t
ABFFEERH Cain et al. (2020) HYJ7 LM EAEIER AR - BL 2007 52 2012 .2

1 EER=(EES /1R85 [EE M EIIE GAAP FERAVFATE - (HiR E AR E RS Reg. G » HAHRISC
R R 2 PEET Reg. G » RIIEASCILAB B LA Reg. G 1E Ry 2003 TFE EIE GAAP &7 65 Bt L1
& -

2 Bl - 1E Reg. G HIMHBHMUEH - ZEIEAFIAEEHSHIE GAAP BRI - Bl R RIFE N & 52 £ BR
SRR AT REFF 52 AR RO IRREHR PEIE H PERR - 110 C&DIs RITHERILIRF -
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ERAFERTAFREAR » ILURIEFEIE GAAP BEr 2 N FRIEHIG - BRAER
Hhiz Z2 5 (Difference-in-differences) #1701 o AFFTEEIR - MR RKIBFEIE GAAP
BRI E > BT IE GAAP EIER Z /N FIAE 2010 4F C&DIs #4714 » BEE I 152 1%
PEFEBIHE R AREA o BLANIRFEH - FHERTR 2010 4211 - 988 IFE GAAP HIER 20
F AR MR R B e TH H DUE R 3 AT Al 2 BR THIET EL =R 1 2010 2 R
1% o FEFZEAG BB Guggenmos et al. (2022) BB ERFEIE —2  FF T FERBERD
JE GAAP ZEREEEHIE T - A FILLEN S A AR B R BB s RSy S T R e
H, Z2EFE -

A FEHE— A& 55 F GAAP 518N F B GAAP XA T 07 - 3%
TR FF IR RS IR » T E A H GAAP Fr A AT » KBLERFHEA
JBHAAE C&DIs JiifT.ZHl » BAWE SRR BB - MAE C&DIs fii{T
% BEEREEZEREHFHNR - A NET S HEREMENE - B1E « SETHEEE
BRE ~ ERARAARN « FESUEAAA - BT A PRSIEEETE GAAP KRR
Al PORAFEFAFEEET 7 N E R A TS - B R R R -

AL EEPEES SEC $HE9F GAAP ZERHIF E {522/ ] GAAP ZERAYIL B
WIT R » B BB AT 3 U5 EIER A ¢« 55— » @A A BIE GAAP ZERAYSCER
TEAIE R BETE B 8 IF GAAP ZERHYENHE (Bradshaw and Sloan, 2002; Doyle
et al., 2003; Lougee and Marquardt, 2004) » DA IE GAAP FERFHEFRIEEHPTE (Gu
and Chen, 2004; Frankel, McVay, and Soliman, 2011) - [fii < fiff 52 J5 ¥ 5 I GAAP %
EREUHLETE 5 52 GAAP WYEARE AT Ry » IRILLIFFEAS SR HIE GAAP R TR A
NMEBEB YRS EER - 5 - BHF SEC $17FE GAAP FIErHRA R & E - %
HEE SUBE Z EAEIRET Reg. G WA 52 BN F]FE GAAP KErHItaEE 1T R AR AR BE
PrRIEEHME - FEETERE Reg. G #AE - #98EIE GAAP KIERHVEEHERD
(Marques, 2006; Heflin and Hsu, 2008) * 3 GAAP &P HEFRIE H Y S E 271 (Kolev
et al., 2008) + ¢S T IE GAAP ZERITE NS & (Yi, 2007) < 2RI » F D STERERRS
TCEE PR IR C&DIs B> 2EZEREH 2 2 » (% Bond, Czernkowski, Lee, and Loyeung
(2017) [A]IFPEET Reg. G B C&DIs #17F GAAP FEriREE 2% » RISL AR R A
{HAI AR E LA SR N 2 » RENS S C&DIs W[ B E AR E T 2 T
f# o ILYh - Bond et al. (2017) EEE EHAEIRETIE GAAP ZerHHERIEEISE (IR
AR AR B BRI TEIME )+ DR SRS F FHERRTE EACE R TR Z R TER 5 1M

3 Bond etal. (2017) FYLZEFERAUAT : Reg. G AIHeTHIE GAAP ZERPEFRIH H AUALET » Ik T3
F) AT EM TR AT PERR I H RO 4H - 00 HLF E BRI E (R B (Earnings Response Coefficients; ERCs)
BEHN - T C&DIs SEA FEHERRIE H B EH2TT - BN AR s T 322 2] 5307 Al FE I PR ERTEH H

5



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

A5 BRI IERET 3 B LM R plia i  H T HERR J 1RIF GAAP &38R -
MEFETEEREGIENE T35, FirliEmit GAAP ZERH -

= WAV I R A R N B FFAEE (Persistence) » & A B 43 ATl
WAERRRGE TR - EE GG ARG ECERRY - RS2 & er il R pliE
T TE H PR o RS A BB G s & B (Curtis, Li, and Patrick, 2021; Dechow,
Huson, and Sloan, 1994; Gaver and Gaver, 1998) ; ti[Xllt - SEC ¥1JE GAAP ZIERAYE:
EHEOTEREREEEEMIFRHERIEE - A SO R HE & 5 R TR R 3%
B - MG IE SEC #8411 C&DIs » iR 8 1 H H A BEFRIR H1 7% - IR 2
Pz IR R s » JRBIEGE GAAP &Z8rinE - LIRS A R a1 T
B EHPSORNEER - 550 @A SUEE R N S de S M AR U i i 20 F]
MZEREERIT Ry (FIANER A BIPSese A e iR ZBRaE *) - B SO Ik
GAAP EEr RS s 2N B 2 ZERE T » AWFFTERS | ZErE T ELIE GAAP &8k
AR MR » e EEHIE GAAP KR HIE R A RISV MR iR~
B BT SR FAUITEE T Guggenmos et al. (2022) FYEERRERE - JRAITE
EHERAETAIE GAAP LR R AR HEI A R BAS - i Rl T R AR s TR B
GAAP Zif 8 Nk -

AN REEERYE T - SHECE R AR ORI EE R FT G - S 2R BT
FRERETELRA - SEREETRI R E SR - BRETETREE ST - SRR AR -

W

8« XEICRREARER R

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

FE GAAP Z iR & Al 138 B A R P I (R I 5 & Al - hE & (3 R e Ik
GAAP Z28% Hi i - A5 S R EZ e - AL D ERIE S Aok T &
NVERG ) B T IRIBIRE ) -

Sciy TEHER ) RERREGEEIE GAAP KR EE GAAP FERTR

<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) 55528 L1 P [ P el 2 B HI m e G 2 B B R A v B 5 L D -

5 EEEIN G ERET SEC #HE R R 2 RRAANAT RL B N W R S BRE T BRI - (A0 5E S B PR
B (2020) HYIFFEEEER - SEC iR 2007 G- AEFHMNE] A B MR TR i T F (SR B — i N RS & R T
RUHR B F i e i SRR R AR B R - B EER T IR PR P A5 e s ME Ty 2 &) - Lk R P e S T BRI T
B R R E B R B A R SR AR AT RBH R o AR SE iR LA N IR B R AN FI BN E ER T R e
23] SEC 88 BURBUSII 522 -
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BEFIEAYRIUE. (Brown and Sivakumar, 2003) » FHEN GAAP Z% » FEEA ~ 73 THil
Bl & E EARKIE IR GAAP &8R- BATTISHIE GAAP BER G E L1 NE - Bihie
M S AR Y E B E K13 (Bradshaw and Sloan, 2002) © JE GAAP &7 e 5E % Eil
RO AE BRI E AN - S REMG R AR AT EL 1% (Black et al., 2021) » [A]FF 58 245 (B
PE o RETEHIR A2 (E{E (Ribeiro et al., 2019) © JE GAAP ZZER A& SHINE (i FH
FEHUSE L SR B ER - A T RS RR (Brown and Sivakumar,
2003) °

{HIE GAAP Zigril JEsamliEEE 2 &l - HAbZENE GAAP BERFETEIE GAAP
BERIETER - HHEERIYZE M o] DUSERE - Sefy T R pRERL , AUEE » R
Firi@Ee < JF GAAP ZIERE NI FFIEEERRE - SR H IR EEIE GAAP KIER AT RE
FRLAE Bl i i AL R o0 » AR E A NERE G A EE8E ] 24 (Miller, 2009)  Black
et al. (2017) $RELAVFEIRSRAA - BE M E LDl GAAP Eik i € SR » nlE
EIE GAAP B S F R REREHE LR - AR - o A EEak
A 14 TE B s R T I GAAP 8% (Doyle et al., 2003; Barth, Gow, and Taylor,
2012) + 3f SR [ BEBRFF 51 18 % 75 H DU 2 FE I GAAP % 8% H AZ (Black and
Christensen, 2009; Doyle et al., 2013) - FLE{bZE I FFFHIE GAAP ZERHIHRUIERRET -
59F GAAP FIERTA 12 B8 BT HrETHITERA (Doyle and Soliman, 2002) < fR#EDL
SRV EFEAS IR - (ERE AR T RER IS5 IE GAAP RERTHIRE NEAR
’E (Black, Black, Christensen, and Heninger, 2012) °

2~ JE GAAP AR HIE (Reg. G) BLHFH R

VRN F BB (R BRI A - W EEE PRI 401 (b) B
23Kk SEC il E B B IE GAAP B iR YR - £ 2003 43 H » SEC E 1T Reg. G » &
BHE A BT « f5 I GAAP I TEIERYE K& T EEST Reg. G © Reg. G #f
JE GAAP B &N TE 28 BRI AR R PR H Bk » FEARERE (1) hEBEBWIE
GAAP Z 8578 H /B i B 32 7] LAY GAAP Z2E5TE H 1T Hhlg - FIRHERIEE 5 (2)
TR FRETR - EILIE GAAP R 456 - BHERRIATHETRREFEEIEE - It
48+ fF{A[[A) SEC 2RI TE & 2 IF GAAP BIap & » HIE B E A BERTE H
RUMERAARE - A EPREE R - EEEEH B EEEERE M - DU S
& N SRR SR BB A 5 7F Reg. G HUARET T » #0118 B LB & Bk
BT A E A GEME GAAP Zer-RHERR - BIAIRIAE NG P REEE 1 5% A 1Y2E B SR
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FEEHEMEENERER - FNERIRIEREEEE -

£ 2003 4 SEC 17 Reg. G % + FF LAt i Feazia e i B #3215
B BT (SRR R bR TE H BRSO SR R T N LR - B ERRTEEH Y
i 4T (Kolev et al., 2008) » tHFEHEHEIE GAAP ZERIUE & & (Y1, 2007) 5 £
GAAP ZEp & » e NEAREMEEESAURAIEE ST HIE Reg. G #HRH
At/ (Entwistle, Feltham, and Mbagwu, 2006)] &L ERFefE - n] & H Reg. G &4
EFIREEE RN -

SRIM > Reg. G ¥ FEIE GAAP FarE i E A E B IR - Fse s
Reg. G #1A.21% » 187 IE GAAP ZERIY/A A BUE B R B B T (Entwistle et
al., 2006; Heflin and Hsu, 2008; Marques, 2006) » [t 2 n] BB & A\ ML B EH
FARIERR « H# AT » SEC 1F 2010 &AM HTHIMRER < (B C&DIs) - &k
BRIEEPIPRSE] - RN ERIBE R E H iR B E K T B AR % -

=~ C&DIs BLAHFH 08k

£ 2010 & 1 H - SEC #4fi C&DIs * 7% SEC %IF GAAP ZERAHRE B & Hl LR A
DUR B ERY B A R 35 R - NMEMR B IEEIE GAAP BERIVIRHIIENE - &
SETEARH M TE H B RS MR TE H 2 IR FR BTG 58 2608 1 22 R - pefkis S S H BT il
HEE FREE - B IE GAAP ZiakH] E oE e B ME R & - C&DIs i BB R
AR T EEIE GAAP ZERE » EENIE GAAP ZERFHETEIZAIRR] - 7
BEHFREEREEE - EeER B R BEE R EIBE TR -

MR HAT Ry IL - #5% C&DIs HYE RS FE#: > » Kyung and Weintrop (2016)
FeEE PR /N M SF C&DIs LA SEC F& SRR Efs » i 9eE R C&DIs #4fif%
1BFEIE GAAP BERIY/AFIE B IE MRV 2T 2E | - TR E A C&DIs iRy
SEC Wy—TEEE BT TEE I - (e S 8l ARfT k- F5% - HHT SEC # MY
{21K (Comment Letters) 26 E R 258 IE C&DIs WU EMEITEIE - B C&DIs 5
TGN SBREEATREE 2 H IR GAAP ZERAIIEEE - Ih4h » C&DIs Hii 3
B SRAE A - #5110 C&DIs % » DAJE GAAP F28rfly E1CH A S8Rt Em e
w5 % JE GAAP W5 i B FE15 (Desai, 2020) - Bond et al. (2017) 735l & ¥ 245
Reg. G Fl1 C&DIs Wy BHETTIISE » FIFIEEE B EMA% - PiREENESHE
FF 5 F4F Reg. G 1% FAIE GAAP Ffkin /& o8 M AT TR IO AZ FE )i ) - (B

6 FRIEESERCHE A S EIRYE R EE R % PRERTH B BN 155 52 B W I (R T & (R I 2% - HITEH
EPERRTE B #9177 R FTREWLLET -
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AT C&DI 1% » HAE S HIE GAAP ZerZ R HTATTEH - #F5LL_EfFSE - C&DIs
HRE A A EE EE AR - ERIE T Reg. G HIBRS] - EFEm 1 &3
HIEREENER - THY ARG RE AEZHHEERE -

Y ~ B

WERIRIE GAAP FERUIISE - i R B E HEEE PR S &
M ae R ATE R I HERR B EAREM: - Cain et al. (2020) f8H @ FrRliEwEEE RN E
Pz —RMEEE B RTE S R TEIIPER iR H (Predicted Special Items) Eil
B ME R BHE % H (Opportunistic Special Ttems) » {1 & FRH5 BLAR A &2 85 e 37 5 i
B CEREEE - B SR IERITE - REAET EEEERSE
FrolfEmayIEE » KR EEEE 2 B R B R S - BRI T - b3
& FH 98 2 1 i 25 A G2 B A B PR AR R BT (4 Y H B (Donelson, Jennings, and
Mclnnis, 2011; Fairfield, Kitching, and Tang, 2009; Kolev and Potepa, 2019) ; #X[f] » &
EOENEERRET A manfar e AR plE s T8 H A T REREH - WoRERETIE GAAP &84
BE i B AU DO U (] s B A M R 1R e O RE 1

Kolev et al. (2008) # ¥ » £ SEC #£1f Reg. G 1% » #&H 18 H BIHERR '8 #EfE
B - NENME R EREE PR E - Gt e ERERRE TSN
ZERENRRZ R - Baumker, Biggs, McVay, and Pierce (2014) #f52F5H > Reg. G Jifi

17 2t% - B RER E S &M% (Transitory Gains » Fl21ESFF A
BB eESE N ) - (HEDEETEFEIE GAAP FERFFR L 5
IR PERR - B Reg. G A HR B ZER I HEIE GAAP ZIERHIIT Yy -
Laurion (2020) 7R3 + #5857 F GAAP KIERHY/N FEH & Rl Y @i — R kR E
I (BIanpHiEelEBEHE ) -« &5 LSBT A - #E2R Reg. G HRGEIH B3I FIASH
TEIE HHERR AR ERE A » (BA AT RE 1 SR B I 0 R pHE s £ I E GAAP
BIRRHIERE -

Guggenmos et al. (2022) HYEERIFFCIEHT » RS S EIE GAAP 287 5 1R
% 0 MIREE SR TR EHEEIE GAAP AR ERIE S IR BV 7B SR
KEWS[T7 - WHERT GAAP e EH TEMEEEERS ] M52 BEEERK
BIE N IE GAAP BERHIRBATE R - HIEHEEIE GAAP FERAYMBENMERAL - &R
B A REE B TEOROERY GAAP ZEREH -

FH Y SEC 7 2010 £ 3 1 C&DIs 1% » R H A IE GAAP ZErfaBE I IRH] - FF
AR EIE H A PERR A E - B EE A HIR R R = P B R IREE R A
PR AR FEE - BRI ATEIR BB TE GAAP HERFRER A E LR H T # &2
- REAIKIERE EE R EEHE - DIERIcEEEREE G ENERZIE
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GAAP ZifREHY « ASCTEIHE L E B E IR 2T o RS B EEET#%

HEPERT BITE S TE B ACEST GAAP ZarE BV ENEE - RIBLERH DA TR ¢

faf— : 2010 4F SEC # 1% C&DIs % + FHEA 2010 FFLART » #38EIE GAAP ZERHY
NEIRAD Y B R R TE E -

EEARTNE L oATETE R E BRI RATER - SRR EE T ER
K BB EEGERFFEGOITEITE » retgHeEEE —EEE LRVEL &
BRI R FEERESS (McVay, Nagar, and Tang, 2006) » {3EHSH Ay 1 5 %
RS ATEI TR E A 2 A - B AT RE SR R BRRY T GE T R ER E T - R E IR
GAAP ZERHYAT] - A RIREEEF IR B IE GAAP BER K B LA TR B ERN
FEAZEDEFHIE GAAP ZERHITRIEFRET » (FIF GAAP &R 1A 4 % F 8 ik 45
MTETITERA (Doyle and Soliman, 2002) °

ARFFEFE R AE 2010 4 SEC #1fi C&DIs 1% » 12T #AEE I F GAAP £165 56 Hog % -
Al & ek A 2R 9 #% B MR R BB s TH H DUZ B o Tl &2 BR T » Al A SRR T R
e
Ef— : 2010 4 SEC #1f C&DIs % + fHEA 2010 FF£DART » 885 IE GAAP ZERIY

INEEE B R BB T H DU R 5 A Bl &2 R TR A2 R

2« IRERETEARE

— ~ BRANEIE B R A

ARWFFCEEET 2010 4F SEC #7417 C&DIs 1% B A ZEYI B 1R p B E H 2 5
2 DL2010 FERRAZ sy bah - I EAT% 3 FRVERAI AN Fe#i#E - DL 2007 48
2012 FZEBAFBITAFRES ( TAF — 5 Bk -

AHFEHE Compustat ERHE ISR 05 R R b 2 &2 g & R - f
a: FHERIEE S8 MRS EEEATMEEN - At i &esTa
HIETTEREY - B UB/E/S ERHNEH IS & R &R B AT AT TR e B8R 2 &R -
DUFIE 2 5 2 3 B Al TR -

EEAER AT > &G AU Cain et al. (2020) BYEREEEG: - R(EET
= (1) o HERFSHEZE/ IR 100 5370 LR /507 2 S TR EU A 50 1
LAEI 18,313 F - FHHIFRMEET ) BWEHEEE EIREREE 8,176 E% - A5
HEAMERGR — T B B EE R 29,494 £ - 85 > FEIEREED UB/E/S EHLEZ
BRI B AR BT IS BB R 3 12,128 2514 » B ISR = s e (E s
17,366 % - FERFR 1 -
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1 BKEAXRErEEE
2007 &£ —2012 & Compustat " AG—F | EE 55,983

B RFREMET (1) 218 (FEHEZE/L 100 BETT - DENEE (18,313)
FEABTES0E) £

AR (2) TREEEEREZEH (8,176)
AR — BT EEH 29,494
W IIBIE/S ERERERSREGS AR BEEREZH (12,128)
AR EREEH 17,366

T BT R R AR H 2 5

AT ELE R BIHR & TH H I SRE Fr A\ - fE@E AR SR - B R
B E P ARl E e EH E - & i & 2 B 75 55 (Bens and Johnston,
2009) © ABFFERIZ27 Cain et al. (2020) H I ERF BB IEE 1M & 7720 RFF
A8 3 T H & 43 B FH I 4 (Predicted Special Items) K2 #% 1 % (Opportunistic Special
Items) * {hiFt20F :

SI;; = AyReturns; 1 + A,Returns;y_3;_q + A3R0A; 3,1 +
ABTM; ¢3¢ 4 + AsMerger; 4 + AgLargeSalesDecline; , +
A,GROWTH; , + AgLoss;; + Ag%L0sSs; ¢_3¢-1 + A10ACFO; ¢ +
A110pCycle; ¢4 + A, EmployeeDecline; ;¢ +
AisDiscontinuedOperation;, + A14PPE; 1 + AysIntan; ., +
AieSizeje—1 + g © M

R (1) SR TR BB R IHH (PredSI) » 3%YE H 2 G BRI E B 52
PSRN - & nTRE S 52 BT B 18 oot T H WA B ER] P28 A o el (AL S 1 7 B AT
HH AT AR B S S B TR 2 R pHE R TH 5 T BRI A s 3 52 5 B PR
BIIE T8 H RS 2 R iR R B8 TE B (OppSI) » FEE BB IERIEE (S)
ELTE I MR DI TE H (PredST) [BYZEEEISH - JREN bt iR =X (1) AUBE2TE -

TEfr B BB TE H F - K722 18 Cain et al. (2020) & ik » (EEZEE
B A R Bl fE 2 HH (Income-decreasing Special Items) + #¥3dE% M H & & B0
JERH M WEHERZEH 2 R BN A FEE S £ B 782 (Income from Continuing
Operations) FJFHEKIEH &2 — ° HEFE (1) 445 Fama and French (1997) 1 48 {f & 2
WO 5 - BRIy EEZE RS ET (53T 58 1% - JR22 8 Cain et al. (2020) HYERE
ARG R BRI B E H 28X OppSIE/INA 0 F » Rl OppSI 3% E Ry 0 -
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= Wi 2 B Y

FoiRRT SEC i il FE A 1SS B A GRA IR R I R I R H YR Ao
DATGRES (1) et 2 IR R H (OppSI) (F R IERR - SHERR—E T -
FEITLN N E R

OppSl; =xy+o; NonGAAP;; +«, Post, +x3 NonGAAP;; X Post, +x, ROA;; +
OCS LEVl,t +°<6 BTMl,t +K7 VOlSClleSl’t +0<8 SlZel’t +0(9 Agel't + £l't °© (2)

1 fa B i 5 — 19 3 B =X (2) Y A BJF 9% 22 75 Bentley, Christensen, Gee, and
Whipple (2018) FH# R 1EFEIE GAAP ZERHIHEETT =0 - DIEBIABETT AREGAE
BERE S 2R EEIE GAAP B KR o B F R AT R YE - BB HWEEIE
GAAP BifR /N F] (NonGAAP) WIERE#EL - H1aFEIE GAAP FERAY/A R 10 &A1
Fy 0 < Post Ryl E » 2010 2 R HDIR ZFEE Ry 1 FHI 0 - AREFFEFEEA 2010
. SEC #1fi C&DIs 1% - HHEAFATHT - 1FEIE GAAP &R Z N R G D Y1
TR RIERTIEE - RIHFERAZ 3T NonGAAP X Post BLf BE IR R IiE#HE (OppSI
JiE 2L EAHR (a;<0) ©

FE iR 2 (1) RO B b - ARHIT 28 255 25 B 1 98 o 2H H AH BA Y ST
(Dharwadkar, Harris, Shi, and Zhou, 2020) - 2 FH DL #2388 > n] e &5 p i85
THEAMHE - EIEEEERMER (ROA) ~ AEHR (LEV) ~ R EHET{EE (BTM) ~ #
BIEE (VolSales) ~ INFEIFIE (Size) ~ N FIFHL (Age) ©

AR —H - AW SEkRER SEC BaE Hil B U8 2 5 8 B HL E el v i %
PEFF TR RIE H ACER AT AT Z e TEE - 27 DL N EREREA

MBEPCT;; = By + B, Post,+p,0ppSI; + P3NonGAAP;
+ B4OppSl; ¢ X Post, + fs0ppSI; ¢ X NonGAAP;
+ BsNonGAAP; ; X Post,
+ B,0ppSI; s X NonGAAP;; X Post, + BgROA; ¢
+ BoGrowth; + B1oBTM;+ + B11LEV;; + BiaLoss;;
+ B1zSizer + f1aNOA; + wyp © 3)

PR (3) o RIRETHE 2010 3841 C&DIs & #52 F A il Z BR THILZ 52
2 BRHER MR B ERTEHIELEE (MBEPCT) 1R RIEEE - IR E RS AR
BRI TR R A B 2 2 BR PR R o TR PRI R 22 - 35T 0 22 0.03 ]
HICR T & 93 A7 Al 2 R TR Z TR » 22 2000 M A 22 87 FHIHI LESR (MBEPCT) W&
£ BFIPIRERR AR - IR EEES IR ZERTHN 2 PR -
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W EF () PR MR iR TH H (OppSI) ~ #55& IF GAAP &IERHY /A A
(NonGAAP) EilZ 1T C&DIs % (Post) W) =THAZFEIAE Fy 5 8 - DLAZIRTE A M i 71
2010 F- 12 1AFEIE GAAP ZERIY /AN Bl @ RE S B MR R BB s TH H AGZ B HT Al &1
ERTEMEIMILLE o IRIBAMIFEEEHAYEGER = > 2010 4E SEC 41 C&DIs 1% » fHIKHIA AR
1T IE GAAP Bfh 2 /AT 1B EIE GAAP BRI/ Bl & AR 2R 5 B e 1 48 2
THH DUER il e ] - REARFETHIIEZAC T IE (OppSI * NonGAAP x Post)
ZREE R E (B, <0)

TEf &R =0 (3) b - AR FEth 225 0l K 1 4 1 5% 200 00 17 Al &2 8 FERA ) #E B
gk (Heflin and Hsu, 2008; Doyle and Soliman, 2002; Bradshaw, Christensen, Gee, and
Whipple, 2018) » [AE &I AR AH RIS EY » AR EE MR (ROA) ~ $HE
AR (Growth) ~ TETRIFHETELL (BTM) ~ AfEER (LEV) ~ TRETIES (Loss) ~ /A H]
FHIE (Size) ~ YHEEEE (NOA) ; BB EFEENE2 -

B2 EEitR

— ~ ROk

AR E R - AWFTE Bl EiEFEIE GAAP Z28k (NonGAAP=1) N&] ~ KiEE
IF GAAP EIER (NonGAAP=0) /X FIBLAFTH A FEEA (Full Sample) 1T HGIEET ©
AR — T - 1EFEIE GAAP BERIIEAE 5,116 F » RIBFEIE GAAP BErIEAE
24378 % » BE[ A 29,494 25 AIRER - #8FE T GAAP FIERAVER AT 4,685 % -
FteEIE GAAP ZERAIERAE 12,681 2 » 2ERAS 17,366 & -

AT < AT A S AR B A R 1% 2 IR #E (L (Winsorize) » JiAE T (E
HEBHERTE - B3R — R ARG R 2R5% 5% 3 #Y Panel A Fl] Panel B -
WA G ESEERE - SEIE -« F8EE - BT A 8 (Q1) » HA7 8~ B=M5
#(Q3) -

7 3 Panel A B/ fERERAS - MR BB EE (OppSDH HIFE Ry
0.017 - fEH#EFER 0.065 » {7 ER 0 - B ERER = (1) BYSEZE#LE 0 5 #4F C&DIs
% (Post) BISFH{E Ry 0.488 » BE/RTE 2010 fEFTRRIUBEA B A 21 2 410 5 548
F2IE GAAP FERAFEIERAR (NonGAAP=1) - MR IR H H (OppSD I FH(E
Ry 0.023 - fEUEZE S, 0.074 - {7 HCR 0 0 BEFTE A RIRAER - B = (1) 59
TEAZINEITHY 0 3 847 C&DIs & (Post) HISFE{ERy 0.522 » fHHEZE Ry 0.500 » H{i7 84
Fo 1+ BERTE 2010 FEHIER AR A EU T 5% T2 21 5008 o B HEMBEDIFTE A 5
KRBl - FEFETEL (BTM) BI{E 55 0.754 - FEHERZE R 1.355 i B0k 0.628
HR P S A B R REHE B THER 75.4% © N EIHRIE (Size) BEHEE 6.457 12
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*2 BHEERFMR

S/ HRBRIER - BB RIEEEL (1) » E0SFBER RIS BRIE
B - EEHFBRERDISHIEEIESR  BlA0 -
OopS/ IRHEMERRTISSRIERIEH  BERTN (1) BEETS - ERFEEEAL I RIER
PP 15 E s EL&5HE (Estimate) /I\i8 0 B » B OppSI 537 0 °
MBEPCT ERDERRERTEAILEER » BAESENTEARRENIRO0ZE0.03 2M ' &1
BHIE 0 - BUEEAKRAER > SEEFERMIENRERTERILLE -
Post AFSRIRIEEE - C&DIs BMHZEE (2010 FRLBZERE) B 1: B
B0o
Post 2008 AEEEREY  EFEEA 2008 FRUBZEEE 1 REIAO0-
Post_2009 AEEEREY  EFEA 200 FRUBZEERE1: BEIAO0-
NonGAAP AR EEEIF GAAP BEf - BARERGE SHERPBEIF GAAP BEf
B B1;BRAE0-
PRIy
Returns AT AREREFHIGEEEEE -
ROA BERME > BEFMAFFEUBPREEE -
BTM HEFEMEL - BIXRARESIRE SRR LERRIREE -
ETHARAH  BERFEY  EARNNEESEFREHBES > 51T
Merger Bl 0 o
[ . HHERAAE TR BEHEEY  BHERRUNRE—BASUEARN &1
argeSalesDecline B 0 -
Growth HERRE  EFHEWAREEZFHEWA @ BRUEFHEWA -
ETEMENEE » BERIEE  EHSRIEEEENRETIEL IR 0 B 1
Loss Z[EA O -
cFo SEEFHWME - MBRIHCE BT B RS % B AN B RiFE
HERE
OpCycle EEBEH - FEEERENN_EEIIRFUERERE o
EmployeeDecline ARIEIEEBRY @ BEREH  EARBFETHERY > &1 BHIAE0-
Disconti  RTEELEN AREEY  EARMBERTRSHELEM A1 T
iscontinuedQOperation #0o
PPE TEIE - BBEHEEHLLE » TEE  MEREMELIEEE -
Intan BEZEELE > BEEERUEEE -
Size NRFIE > BRIEEERNE RLE -
VolSales HEREE  EFEBE 3 F2HEWABRLMUIREEENIZEE -
Age NF)FH, o
LEV BELE  HIREBERLUEIREEE -
NOA FEEEE PREXEERSPREXERRE  BRUESFPREEE -
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W= Ry 2.384 » AT EUR 6.483  SEIZEET I HENT - BUNERAR A FHE 2R
EIEITE o NEIERE (Age) HISFIT(E Ry 19.168 » BEHEFE Ly 13.725 » HR{ 8k 15 » BEUR
BRAHY A B AR X2 B8 15 4F -

7% 3 Panel B 8/ » fE2 A - FER ST ZERTHI LR (MBEPCT) HIS¥13
B 5y 0.287 » fRHEZ RS 0.294 - A7 ER 0.25 » FnE—FARIEFREIHFE —F
FEEHTRTEERTEN - $885IF GAAP KER/A FIEA (NonGAAP=1) W » ZEZ| /3 Al
FERTHIIELER (MBEPCT) HISII{E RS 0.329 » 1FHEE Ry 0.303 » {808y 0.25 » =R
EHEFEIE GAAP i 2 A FIRA TG —FI A REERDE —Z 8 TR
FEHE -

AW FEER FH Pearson FHRER TR E S B A bl 25 B B 2 FHBA 1 - BER— ~ (BRER =
FIFE B (R B R 3% 4 Panel A Fll Panel B - fE M {ERER MBI R B T FHEILR
BHUie EHEI RS 0.7 - MHREGEE E R & B B P HRATIEL (Loss) HIE
FEREIR (ROA) #J -0.531 » BURZ BN EA S AT - HEE AR

AUHBESR R - HAMIRE SR g EE NS -
T HERR

el —r » ARWFFETHEATE 2010 4F SEC #11 C&DIs % » MHE R FEAHT » 5
#ZIE GAAP BEREY A FEIRAD BB R pltERIEH o B RarR s - (tRs5 1]
EHHEFEIE GAAP BERIY/AF] (NonGAAP) BAZZY &t 1 iR %0 H (OppSI) 2
IR AR - 280 0.013 - BE/RHATE 2010 52 C&DIs # 4 fij » 57 IE GAAP &
BRI A FIRRA Bl R pltE s TE EH - M THEEEIE GAAP ZERAY/A F
Eil C&DIs % 11 1% 152 FeH (NonGAAP* Post) » 2% 15 SR B 50 41| #5146 [ 5 BI85 1H H
(OppSI) 2LIREEZEEFERT - (280 -0.006 » 3 1% BHE /K - BURIEFEIE GAAP 26
ZINEIE 2010 4F C&DIs #EA R MEE A 2071 R BRI E - B bR F
TEH R B RZHIIE GAAP FEREEFIE T - HAPERRIE HAVFRETZ R4 - BIAFIR
AN S T R ERE B - LS EmEE Guggenmos et al. (2022) WY& EpEE B AH A NP E -

eSS Bond et al. (2017) BIWFCAE S AHEHFHL » Bond et al. (2017) 2
HTE C&DIs # i 2tk » FrliEmmE HPER M ENE - BE AT THRR , 28
BRI B W BRI MR pHE R - AR B AS SR A e T e A L F S
AL HIWFE 3 T A FR it —(E T RERY IR A » JRRIf SE R B MR R iE s 2 T 3831
A HEISFTEERR Z R B TH B KL BN TENIMER e M Z - AWz
B SE R 7C Bond et al. (2017) HYBFFEAS R -
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&3 HudiEARET R
Panel A : el — Rt AR =
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
OppS! 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
OppSI 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
OppSl 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 REUE tig

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

5 1 FRINE 10% FEE K |+ RIRE 5% FEEKLE | M RIRE 1% FEEKE o
BEHITERBFR2 A tE - BEE[ETRIZA Petersen (2009) #F R IBRIZHER
(Cluster-adjusted Standard Error) 8 IE /AT B &% ZIZHEE -

FERER R TERRRFEIE GAAP FRRHYZNFEIFE SEC 2010 ££584F C&DIs
% MBI AN Z BT - S E ey B MR R 48 s TH B 2 o A Al &2 B TR 2 A2 R e
K - B BB RGEAER 6 - B MEIALIRIA (OppSI x NonGAAP) HIHREL
By 0.249 HE 1% BIEIZ KU » (R FRAE 2010 4F C&DIs #4752 B » FHIRA RIBEIE
GAAP Z8k.2/NF] - 18FEIE GAAP ZERIY/A BB B ey B v ME R BITE 0578 H 2k
SEF AR E2 8 TE ] o FEMRTR OppSI x NonGAAP F1 Post 2 =YE#:3EIH » S$HREL
Ry -0.628 » HE 1% HYEHZE /K¥E - (KFRHEEIE GAAP ZERAY/N F]AE 2010 4F C&DIs
FeAfitR » ZERS AR B = TH B AGZE R o AT B R TR 2 A2 R R -

{E5—$2/J/2 > Bond et al. (2017) #IRAE C&DIs #4.2 % - MR HEREH
HIBERR DU B3 A Bl P B AR FEE G A0 » BAIFSEAE SR B AR S 2 TR A T E22 » H
IR : Z— » Bond et al. (2017) 2 H AT G " HEER o Froligas A HeE 2 IF
GAAP Z8RZ R NTATRY ZERTER - B0 AR B HE 35 B 43 s TR 14 B P 4
MASC IR RN TS T 385 ) BN pltaa DUZRC AT AT « 252 - 547
R — B R AR - ATAT#F Bond et al. (2017) Z #E Ry © 7E C&DIs &
% - NEHEHEEEIE GAAP BERI LI A FH R B NMEZFIHERIEE - RMEIE
GAAP R Z R AT A 7N B ASERE - RUEm A R 48 s 7H 5 IR DUE L
THMEIE AR ARSI C&DIs 2% » AN FEINMERD REIIEMER pHER - t
A T FIFHRES 5 B 1 18t A B AT R TR - BERE SRR FF S F & Il A HE 1T
GAAP ZfREH -
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6 RE_FFERER
Dependent variable = MBEPCT

Variables REUE t{1g

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)
OppSI 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 0.11

Observations 17366

B RITGE 10% BRE K 5 RIGE 5% BEEIKE | RixE 1% REZ KL o
BEY I ERFBHR2 ERB tE - BEEAEHRIZA Petersen (2009) 8 R IB R IE LR
(Cluster-adjusted Standard Error) $8IE/ARIBI R E 1% 2 1Z#= o

th ~ BREMEDHT

— LTI L TREY

A ZFeR IR E R P 2 R TR SRR RS 2 — R T
(3% (Parallel Trend Assumption) » JRE[l 7F C&DIs K ZEAF » EEETH (NonGAAP=1)
ERL PRI (NonGAAP=0) 11 B FF 18 s AU RE B 25 b MR = 52 - R
— R R H 5 - HLEE T ER Roberts and Whited (2013) At 22 58 F 38 {5 I 5k
(Falsification Test) > FLER B Bl B HIAHAV B RTE =R - HEREER « FIH
WA A C&DIs FIEFTE R (B 2007 28 2009 £ ) (b ook - g% o i
&% C&DIs it # AT IF TR Ry 2008 47 (B 2009 47 )+ W05 I 22 A= iy T ol ik 22 B
Post_2008 (5% Post 2009) » DLEUFCE (2) K= (3) Y Post B #{ DL K7 Bl Post 15
AL B E (4] © NonGAAP x Post ~ OppSI % Post ~ OppSI x NonGAAP * Post % )
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AREBEFE Q) kX Q) HEFERSHIFIAZE 71 Panel A 8 Panel B'
FEA GG P (58 FH Y2 38 41 C&DIs WY HTE R} - F01_E Post_2008 (Post_2009) It
TS Ry T 8HER L (False) 1Y C&DIs A FF RS - [RIUL - 21T & (REk i Ly
AR N - M ETEI E (L5 2 A= (2) " NonGAAP x Post_2008 ( 2 NonGAAP x
Post 2009) ; ~ = (3) " OppSI x NonGAAP x Post 2008 ( 8% OppSI x NonGAAP *
Post 2009) | 2 (GEHRBE NEE RN -

7% 7 1 Panel A Ry B 37 51 20 (2) 245 2R+ HEH/R1E % 11 C&DIs Bif 1Y B A
Wi (2007 £ 2% 2009 5 ) > G (1) B9 NonGAAP x Post_2008 541 (2) HY
NonGAAP x Post_2009 » HALFH{REUE T #% - 1M Panel B A B E#H (551X 3) Z
i S JREURIE S AT - NEmaE M (1) B9 OppSI x NonGAAPxPost_2008 B fi# (2) HY
OppSI*NonGAAPxPost_2009 » HALEHREE R ERZ /KYE - {52 - ERRERE
Bl (NonGAAP=1) HI¥EHIFH (NonGAAP=0) - [ASERRAY C&DIs ZEAHEFEL (2008 Tk
2009 5 ) Hitk © NEmE IR A 2 M2 b o HIEIEE Rl s e B 1 R 3R
T DR ST TEI 2 82 o W MR A R .

= BEIERAS AR

Rl E A R AR - A SO AT B 2010 Fif: = F 48 2 R PUE
ERFTH TLAF - AR B 5 2006 42 2013 2B 2005 F22 2014 4 iR FEHE
HIEHA T » C&DIs #A0Z ip Z R O RHEFAL - HidthReirEe -

7 8 Panel A Ry fiRaf —HURREMEIIEAG R - BRAIAMAE R Fy 2010 R U4
HIBE A HEEORy 39,380 25 ~ HifR & AU AHEEUE 49,441 2 F{EER A A R AU AR
PR NEAAS SR B B E BB B A SR — 2 ACRIE (R By B R B 2 H R A HR B
7~ SEC #4fi C&DIs % » $fAD a8y B IR pE s TH H E A R E ST -

7 8 Panel B Ry fiaf —AYHIGRG R » EHEAEE NIRRT RS UFHEATHR S A
HFEEF » OppSIxNonGAAP xPost BIFEU#AEURE » AR HE T EEHEE R 20
B AR B R RER AKIARAIT » HIIEEAE C&DIs A {5 A F] R A FI] FH £ AR DA
SR TP E AR -

=~ BEARHIE (58 & 5L Bentley et al. (2018) B RHHE LA Z A
EARMTEH EEZ S - F{922% Bentley et al. (2018) #5575 GAAP ZIERHUHE
7070 0 1 Compustat B I/B/E/S ERHE G HF% - REGLEREVLEC 2 AR B AR

7 Post_2008 (Post_2009) {ZFE ¥ FE R 2008 4F (2009 42 ) K DISIIFREZ R 1 - GHIE O -
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B#EIE GAAP iR 2 /AT (BN E NonGAAP=0) - {EILTBHEMEHG+ - FMER
G ER R S AR - RIEECZBARINLAMN R - P 3R R 2
T2 BN FIRAT R Z - FELLIRFTT - 7585 IE GAAP ZEf (NonGAAP=1) Hyx
FIE A G OO - (HRERARER D - BER— RIS EOR 12,582 5 > (RER Y
BRASHREOR 11,126 58 - HEEFERFR K9 -

3% 9 Panel A B » B REAG RIRRGR —HHIF] - 233RIH NonGAAPxPost Z (FEREE
FyE - FRIRAE 2010 £E C&DIs #47i1% - 18T IE GAAP FERHYL FIR A R B Fr
BIHEIRIEH © 3% 9 Panel B 8K - TERGER AU - 223 IH OppSIxNonGAAP xPost
MR EIREE e - B2 BTV EREAS R — 20 RIBRASH BRI B AN G B B s am
s -

M~ SR EIE GAAP BERIIFEE ST R

A FEHT £ ZE (R 2275 Bentley et al. (2018) &8 JF GAAP ZERHIHEE T =
DIsEE] EfiAFRREIEMERE & 2 EE T EEIE GAAP B & ik & NIF R
Al ELYE o FARLAR TR G - P22 208 RSO A EE JE GAAP &1 ERAY 5 =
(Bhattacharya, Black, Christensen, and Larson, 2003; Bhattacharya, Black, Christensen,
and Mergenthaler, 2007; Black and Christensen, 2009) » DA I/B/E/S & ¥ - B IR &5 &%
BERHVERHE R I BB -t T2 RER BIHEEE T GAAP FERMaE T N R -
TERLAIBELRE T - PSRBT IE GAAP BRI B AR BEL % -

B aR—HIHIEAAG SR AR 2 10 Panel A » A2 FRIERY(FREEE T B2 To i am— 20 &%
KA A SR W E S A R EA T E - R AYIER R YR 5E 10 Panel B »
OppSIxNonGAAP xPost BIFREEEE R & » SFF(RER —HIRKAT -

o~ BT —GAAP IR A H] B GAAP HER] A v] Z LLifig

T E— T AT S R GAAP B1EATF (BIFTHE 2 GAAP iR RBE)
Bl GAAP JEF| /A F (BIFT#E .2 GAAP bR 1E ) T4 HESRYINFE
11 o 7f Panel A &0 —HYER ST » I ELHIE GAAP F1H 2 /N F] » NonGAAP xPost
1 OppSI 23R FEZE EFHRT » (HH3E GAAP F | 2 AT RHMAI R - Ak E#E
fi SR B RTE 2010 4 SEC #8147 C&DIs 1% » [ 9% B MR B EH - FEKH
GAAP Ziff & 2 /NF] » &5 GAAP 518/ FIE C&DIs 2 B A 555 R 2214
PR RIHERE (H NonGAAP (REUEEZE SR GAAP JEF|/AF]) » HA C&DIs fiUE
#IE GAAP BERHIEETRH % - ATEEE R FIH AR B e 1T R AR E E Y
Ht -

TEM 3 98043 » 2% 11 Panel B §H 7R » OppSIxNonGAAP W15 8 1F GAAP &2
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EREBIFHE A FIEE B IE - (H1E GAAP B BiF AR A AN RS - TS HHAE
2010 5= SEC #4fi C&DIs Hif » #25 GAAP {FHEZ A\ Bl A 55 BRI R piia
A EH AGER S WA R ER TR © SRT OppSI x NonGAAP x Post HIZEHE GAAP &5
BAFIRE A (1 GAAP R A AN - LES SR AR —Am—20
JRBI C&DIs #E4fi2 t4 » FERFK T GAAP B8 G F] RV % 1 R B B s TE B
ASEFNITETZLERTEE] - BERAUEIE GAAP FIERERE B B8R B FRATR. » S
R E B EEF RN AT REE -

7S R — 2 E BB R B — R B R

AL ABER — P 9 A B 3 AR AU 20 (2) - B iR A B P B 1 R v TH H
(OppSI) » Hh—B 8 )R Cain et al. (2020) FEHAIRIFEEBHEEHERTEH « Bt @ 1
H—PEERS s TR — A (5EH 2 (1) MEREE (OppSI » i ILEZE (OppSI)
VE B e B DLA{E 5120 (2) = X1 » Chen, Hribar, and Melessa (2018) i Chen, Hribar,
and Melessa (2022) f8H! » ZE0E Et SURHR AR Z RS B (5 HE (EFE « RERE— g
RS R SRR e ) - AJRE & HHEEHRELZ (AR - Chen et al.
(2018) BB EI—IRERIIIEE R « EHEDRA T E—FEE ) fhET - #21h - MR
A (1) Bi= (2) BEFEAT Y B R =R T st

Sl =vo + Y1NonGAAP;; + y,Post, + ysNonGAAP;; X Post, + y,ROA;
+ ysLEV; s + Y6¢BTM;, + y,VolSales;, + ygAge;,
+yoReturns; ;1 +yjoReturns;¢ 31 +y11ROA; 311
+ V12BTM; 3¢ 1 +v1i3Merger; 1
+ yi4LargeSalesDecline; + y;sGROWTH; ; + y,6L0SS; ¢
+ ¥17%L05S; ¢ 3¢-1 + V18ACFO; ¢ + y190pCycle; o
+ y0EmployeeDecline; ;_, ¢+ + v, DiscontinuedOperation; ;
+ V22 PPE; 1 +yazIntan; 1 + y24Size; o
+ . Interactions + Tit ° 4)

2 (4) BIERERy ST (TFE OppSI) -~ HEZREEH s NonGAAP ~ Post »
NonGAAP x Post » MEGIEHAERFEZEARZ (1) &30 Q) ZArEEHEE - &=
SEEER R FCEHE IR TRIE - % 12 2B (4) Z5EHER " HEURTEZER Chen

8 ARJE Chen et al. (2018) HYERES - ZUE ST SURRAEMETT RAPE B (i 5 kY - S —FEE 2 fhETHEH
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etal. (2018) FT/R AV —PEERfEE11AR ° » ZIIH (NonGAAP % Post) [REUKIREEE Fy
B B S TEEER - - EFR T NS Cain et al. (2020) FYRR M B {5 212
82 Chen et al. (2018) B —FEEE » [Ran—BIWFSEAGam B AN DciEE -

€~ BIEBE B 2 G R A v R
AR ERER B ER B AR A S0 (3) - Horh iy T SR R B R R B 1 e )
TE2IE H 2 23R IE (OppSIxNonGAAPxPost) » T4 OppSI /2 1RE 1 Cain et al. (2020)
RIS (1) EEPATSAEEZE - ToR—fEA BRASE EF 28 (Generated Regressors)'” ©
Chen, Hribar, and Melessa (2023) 5H1 + BEARTE—# BN T - ERAEER SN T2
BAREUEETR— 0, - (HHEAfRE FEUERR (Standard Error) AJREHHEAY o HIRAITER
B EAE(HETIE Lo A ple Yy R B (REARMERR Y - TR RS TR — R =
i £ 998 5 (Sampling Variation) » Fif'HE Chen et al. (2023) BEREHI(ER: - 76
AR A E L T EH T EGFHREZ bootstrap FHERR o« HAPERRE AT ¢
ABR 1 BRAfHRE] (With Replacement) #5720 - H HETAYERAA - it —#HE
AR/ INEy N # bootstrap FA
B2 FIFE#H bootstrap Bk ARE Fr o T FEE—EZE S (D) 0 FRIBE
OppSI -
B3 K ER 2 FrfS 210 OppSI Fe Ho7e A WA SR TATE o T iR sst 8 (H[I
AR ERER ) - ET(EEREC 3) - WFEHIE ) v B R A
FHREE -
WEBR 4 EAPER 1 20EE 3 4L B X - {51& Chen et al. (2023) 3% 7E B £ 1,000 X -
A —{E=0 (3) HHYEER (R - #52%H 0] LIS 2] B [ bootstrap {5117
HE - I HES BB B {# bootstrap 5T EIUHAZAEE » (EERZIRENY

BT RSy TR — AEZE ) T - IR —EERGETERR S T A — ) HETT
HIFE Chen et al. (2018) FTGRAYEE —FEERIE T - PERIEAER A " E — FEZE ) EER
(R - TR REPEED) o DIUNGZ TR — EZE ) BTSSR S — B A
HVERIE L AZIRTIE - N3E - FHTEZC (4) FRPEd] AR — EF ) [EE R R S BRSO L
[ BB EL Post ~ NonGAAP X Post HAGEH R 78 D AR PRI A E - B - A= (4)
I Interactions SEEERy © " Post— A | [EECRE R (1) HHATE HE RIS 22 5T -

9  RETEFEEEE - R 12 BRTIR (1) 2GR AR Interactions ZAFEHREL -

10 Chen et al. (2023) 7EF " A BHE B ) (Generated Regressors) Ry @ 3 fi =0 A 4 e —fig FAaa gy
SR B — AR R 4E B (Independent Variables Generated from First-step Regressions) © [ff—
A= A B A B A S SRR R BV G0 - e T DU AR F L B — AR =P 2 AR i TEIANE (A -
TEHERTE) ~ (HaTRE (41 - ZERFFEME ) ~ ROMESE - sl 8 oS B — D R Fr s
F| R E A S (410 : C Score) -
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bootstrap FE#EZR -

EETERZE  gafitRE R FEREEE R (Panel Data) » KHEAE]
REMEEREMEEE (Cluster) A FRE —ERERIRBE - Gl : ARIBFEEZ
MIRUAHRAME (RSB AT BEFENBE A RREE (HFRFERESRE) - R
72 Chen et al. (2023) #t5% Ll A BE A B¢ A pairs cluster bootstrap B /7 =K ELT » DL
&= B E - RFTEAER 13 7 - FIRYIREE SR R A A SRR R EEMETEE T
A bootstrap fEHEZR o

7 13 FI7RER A bootstrap FEAEFR A E FE ARG © o /7 BB 5% 6 AETTHIMR - FefM
/788 Chen et al. (2023) FIZ2FL 7= » JefEfl (1)-(3) B T3 6 HIREIE Ej%ﬁ/éﬁbe N
B - FIAHE @) ~ (5) ¥IHEEE RN E].Z bootstrap FEUERRE (S E1% ¢ {H - H%IH (6)
(7) Q2 BF S Ry 3 T 1Y bootstrap BEEREE TR ¢ (B - RN - 3R 6 Z OppSI
x NonGAAP x Post {FEFEHEZ R, 0.2084 (¢ {5 -3.0127) - (R Chen et al. (2023)
L?EE’J pairs cluster bootstrap /5 2L EE HT5TE bootstrap fEAERR T » 3 13 FEHEEE B/ \ F]

 BEUERR Ry 0.2234 (¢ {EH Fy -2.8107)  {ERFSR Ry 260 - BEYERR By 0.2213 (¢ {H
73& -2.8373) o BEEGE - HEIRIPE bootstrap ZAEHERR ([EIE1R ¢ (H) R 6 #Y
R (B BEE (R) —Bh  (EELIRE K IR en s " -

11 FRARE AIRERIERIE = ¢ 5 - fR¥E Chen et al. (2023) BIREERTIR - & Az B Al et ist B0 26
AR TR ) B R REIRIL N E S S AR B RS 5 HR  ROURER T
FRHERR i 22 B A/ N EE — iR (e A2 2F el et 2 sl fiRr =X ) ORGSR 2 2 SO PR RRIER - IAnE
AR R EE » FIRZ A B R ) (R MERR R 22 80/ )N © Chen et al. (2023) 7RG
2019 FEFEFRFAE ST THAR TR 17 575 (6 A 28 plesll s st S g it 92 - ey 13 e HEs — 20l
B2 R ITHA 10% 28 20% ~ HHR 3[R — AR 2 RZ ST iR 20% 28 30% ~ {3 1 fEAYEE—20
.2 R 30% o TIAHFFEAgEs—FmiEs (BI=0 (1) ey TR —mESE , HETLET - R SF
% CHRAZ880) B 33% (37%) » AHIHS STRRIEAN LA -
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R 7 E{BAIE (Falsification Test) —E1T#REMREE 2 15T
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 -
BEYHITEFBHFR2 - B t{E - BEZMETRIZHE Petersen (2009) A B IEMEIZ 4R
(Cluster-adjusted Standard Error) $5IE AR BIE B 1% 2 iE#ZE o
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Panel B : 52 = (B AEE A 2007-2009 £F )
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)
OppSIxPost 0.332*** -0.129
(2.77) (-1.22)
OppSIxNonGAAP 0.079 0.197*
(0.29) (1.90)
NonGAAPxPost -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

5E 1 RONE 10% BEE K | RORE 5% BEEIKHE | RIRGE 1% BEEKE o
BEHIERBFR2 A tE - BEEGETRIZA Petersen (2009) #F R IBRIZHER
(Cluster-adjusted Standard Error) 8 E AT B BE 1B 2 IEHE o
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=8 EEMAE - EIEAFE
Panel A : {&RE%—

Dependent variable=OppS/

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

Variables REUE t{a REUE t{E
NonGAAP 0.011*** (7.49) 0.011*** (8.13)
Post -0.004*** (-6.91) -0.004*** (-7.07)
NonGAAPxPost -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

5 FRURGE 10% BEE KA ;  RIRGE 5% BEEKE ;v RRGE 1% BEEKE
BEH T ERBFR 2 1E555R t {H - IZEE(EEHRERA Petersen (2009) Bf R SRIZ#2R (Cluster-adjusted
Standard Error) f5IE AR RIRE 4B 2 RAEE -

Panel B : fBER —

Dependent variable=MBEPCT

(1) (2)
Panel A - Panel B -
2006-2013 & 2005-2014 &
Variables REUE t{E REE 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)
OppSIxPost 0.152 (1.23) 0.097 (0.90)
OppSIxNonGAAP 0.205** (2.28) 0.201** (2.32)
NonGAAPxPost -0.002 (-0.19) -0.010 (-1.17)
OppSI*xNonGAAPx%Post -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 0.1
Observations 23,069 28,874

5 L RINGE 10% BEEOKEE ;Y RINE 5% FEE K | RINE 1% FEEKEE -
BEHCEEDZFR2 150 A t{E - ZEEMEMRIEA Petersen (2009) BFERISMEIZ#ER (Cluster-adjusted
Standard Error) $51IE/ARIRI RE M H 2 FLEZE o



RO BRI : Z8 58 Bentley et al. (2018) BRI EILAL 2 A

Panel A : {REf—
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Dependent variable = OppS/

Variables REUE t{E
NonGAAP 0.012*** (6.09)
Post -0.004*** (-3.07)
NonGAAPx%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

B R 10% BREOKAE § RO 5% BB K | R 1% BRE K -

BEYCERFFR2 BN t{E - REE AT RIXMA Petersen (2009) £¥ RIS 21T £ R

(Cluster-adjusted Standard Error) f8IE /AR B 2B 18 ZIZHEE o

Panel B : BRi7R—

Dependent variable = MBEPCT

Variables REUE tiE
Post -0.004 (-0.63)
OppSI -0.224*** (-2.93)
NonGAAP 0.034*** (3.66)
OppSIxPost 0.192 (0.77)
OppSIxNonGAAP 0.289*** (2.78)
NonGAAPxPost 0.014 (1.30)
OppSI*xNonGAAPxPost -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 0.11
Observations 11,126

3 RTE 10% BEE KA §  RINE 5% BEEKE RINE 1% BEEKE -
BEY I TERFHR2 ERB tE - BEE(AEHRIXA Petersen (2009) B RIB 21
(Cluster-adjusted Standard Error) 5 IEAT B EE MR IZHEE o
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F 10 FEEMAIE - SUEIBFETF GAAP BERAVHEEEA K
Panel A : {&RE%—

Dependent variable = OppS/

Variables REUE t{1E
NonGAAPIBES 0.012*** (8.84)
Post -0.004*** (-5.43)
NonGAAPIBES % 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

BT RITGE 10% FAFKHE | RIGE 5% FAF K | RIGE 1% BEKE o
BB ITERABFR2 ERA E - REELETRIZA Petersen (2009) B RIS RIF 4
(Cluster-adjusted Standard Error) $EIE /AR BIREMHE ZIEHEE o

Panel B : B —

R

Dependent variable = MBEPCT

Variables REUE tiE
Post -0.005 (-0.73)
OppSI -0.258*** (-3.80)
NonGAAPIBES 0.047*** (6.59)
OppSI x Post 0.170 (0.89)
OppS! x NonGAAPIBES 0.247*** (2.94)
NonGAAPIBES % Post 0.010 (1.17)
OppS! 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 0.1

Observations 17,366

5 RTOE 10% BEE KA §  RIGE 5% BEEKE M RIVE 1% BEEKE -
BEY I TERFHR2 ERB tE - BEEEEHRIRA Petersen (2009) B RIBRIFAER
(Cluster-adjusted Standard Error) 48 IEARIBIEE % 22 HE o
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= 11 FEIMIT—GAAP BH1E/AFIE GAAP JEF|/ AR 2 tLES
Panel A : {B57—

Dependent variable=OppS/

(1) GAAP E5i8/A 7 (2) GAAP EFI/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

B RGE 10% FEE K | RIRE 5% FEZKE | RINE 1% BEEKE o
BEYITEFHFR 2 FHB t{E - BEZGETRIXFE Petersen (2009) #f BIEEIZ 4R
(Cluster-adjusted Standard Error) 48 E AR RI BB 1% 2 1Z#E o

Panel B : {REi—

Dependent variable=MBEPCT

(1) GAAP E518/A A (2) GAAP %E#F|/A 7]
Variables REE t18 REVE t{e
Post 0.019** (2.04) -0.013* (-2.22)
OppSI 0.028 (0.56) -0.339 (-1.25)
NonGAAP 0.063*** (4.66) 0.033*** (3.15)
OppSI x Post 0.034 (0.25) 0.738* (1.76)
OppSI x NonGAAP 0.239** (2.53) -0.077 (-0.18)
NonGAAP x Post 0.028 (1.39) 0.009 (0.79)
OppSIx NonGAAP x Post -0.753*** (-3.27) -0.525 (-0.84)
ROA 0.059*** (3.52) -0.175*** (-2.66)
Growth 0.020* (1.95) -0.017 (-1.60)
BTM -0.009*** (-3.78) -0.060*** (-9.41)
LEV -0.094*** (-4.71) -0.125*** (-5.63)
Size -0.018*** (-5.46) -0.016*** (-6.63)
NOA 0.003* (1.87) 0.006*** (3.49)
Constant 0.272*** (6.82) 0.491***  (14.72)
Industry FE YES YES
Adjusted R-squared 0.13 0.10
Observations 4,901 12,465

5 1Y ERIE 10% BEE K | FRINE 5% BEEKLE | RINGE 1% BaFKE o
BEHITERABFR2 R A tE - BEEMLEHRIXA Petersen (2009) # R IBRIFER
(Cluster-adjusted Standard Error) f8IE /AR B 2B 18 ZIZHEE o
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=12 BRI : BRER—#KA Chen et al. (2018) BE—FEEL A G5t

Dependent variable=SP/

Variables REE 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)
X (1) 2 HIER YES

Interaction terms YES

Industry FE YES

Adjusted R-squared 0.30
Observations 29,494

B RITGE 10% BRE K 5 * RIGE 5% BEIKE | RIRE 1% RAZ KA o

B ERFBFR2 - 105 t{E - BEE(EETRIRA Petersen (2009) ¥ RIZEIZHERR (Cluster-
adjusted Standard Error) #81E/A R B REMEZIFEE o
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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&DlIs 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&DiIs 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&Dils.

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;y_3;_q + A3R0A; 3,1 +
AyBTM; 3.4 + AsMerger; .4 + A¢LargeSalesDecline; , +
A,GROWTH,; . + AgLoss;; + A9%L0sS; t_3+_1 + A10ACFO; ¢ +
A110pCycle; 4 + A, EmployeeDecline; ;_q ¢ +
AisDiscontinuedOperation; s + A 4PPE; ¢4 + AysIintan; .1 +
MeSizejr—1 + . (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 =xy+ ; NonGAAP;; + X, Post, + «3 NonGAAP;; X Post,
+ Ky ROAi,t +0C5 LEVi,t + OCG BTMi't + < VOlS(lleSi't
+ g Size;; + g Age; + €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&DlIs, and 0 otherwise. Our main variable of interest is the

interaction term NonGAAP % Post, and H1 predicts that a; 0c;<0.
To test H2, we estimate the following equation:

MBEPCT;; = By + p1Post,+ B,0ppSI;; + f3sNonGAAP; + B,OppSI; . X
Post, + BsOppSl; s X NonGAAP;, + f¢NonGAAP;, X Post, +
B70ppSl; X NonGAAP;, X Post, + fgROA;; + fyGrowth; , +
B1oBTM; ¢ + P11 LEV; + B1oLossi + Br3Sizer + B1aNOA; +
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 HI 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
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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&Dls, 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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