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Abstract
This study uses Ohlson valuation model to address the valuation implications of subsidiary's
debt to investors and the effect of consolidation scope change mandated by ROC FASB in
2005 on the value relevance of subsidiary's debt. The sample is from TEJ database and
consists of 227 firms, ranging from 2001 to 2006. Our findings are: (1) the Subsidiaries' debt
is negatively associated with the valuation of parent company. Besides, the valuation
coefficient of subsidiaries' debt is statistically insignificantly different that of parent's debt. (2)
2005 consolidation scope change does not decrease the relevance of subsidiary's debt. These
findings imply that from the point of view of investors, the debt of subsidiaries and the debt
of parent are both the liabilities of consolidated entity. Furthermore, consolidated financial
statements, prepared on the basis of substantial control power, could fully present the
financial condition of the economic entity and enhances the transparency of financial
information.
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( ) (

) 

( ) 

( )

(Special Purpose Entity SPE)

Financial Accounting Standards Board (FASB) 2003 Fianacial Accounting Series

No. 46 (FIN 46) (Variable Interest Entity VIE)

International

Accounting Standards Board (IASB) FASB 

SPE Statement of financial Accounting Standards No. 140 (SFAS 140)

(FASB, 2000) Qualified Special Purpose Entity (QSPE)

2005 International

Accounting Standards No. 27 (IASB, 2003) 
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( ) ( 2) 

( ) 

Ohlson (Ohlson, 1995, 1999; Feltham & Ohlson, 1995) 

2005 

2001 2006 227 

2005 

( )

( )

(Benis, 1979; Mohr, 1988;
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2 ( ) 
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( ) 

SPE 

FASB (2003) FIN 46 VIE 

VIE 1. 2. 

( ) 3. 

VIE SPE FIN 46 (FASB,

2003)  SPE 

SFAS 140 (FASB, 2000) QSPE ( 4) IASB 

IAS 27 (IASB, 2003) (

SPE ( 5)) 

IASB FASB 

( 6)

2005 IAS 27 (IASB, 2003)

(

)
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4

5

6

QSPE

1. 2. 

3. 

IASB SPE SIC 12 (IASB, 1998) 1. SPE 

2. SPE 3. 

SPE 4. SPE 5. 

SPE IAS 39 (IASB, 2004) IAS

27 (IASB, 2003) 
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( ) SPE ( ) Landsman (1986) 

Barth (1991)

Ohlson

(1995) Feltham Ohlson (1995) 

Ohlson 

Landsman Peasnell Shakespeare (2006) 

SPE 

Landsman et al. (2006) 

( 7)
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7

8

Feltham Ohlson (1995) 

Penman (2006)

Barth et al. (1999) Dechow Hutton Sloan (1999) Bell et al. (2002) 

Clean Surplus Relation (CSR) Ohlson (1999) 

(1a)

(1b)

(1a) (Barth, Beaver, Hand, & Landsman,

1999; Bell, Landsman, Miller, & Yeh, 2002) Ohlson (1999) 

AEARN NIt rBVt-1 NIt ( 8) BVt-1 
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( ) r Barth et al.(1999) Dechow et al.

(1999) Bell et al. (2002) 12 ( 9) Barth et al. (1999) 
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(2a)

(2b)

AEARN

P_Debt C_Asset (

) MI ( 11) 1 0

2 0

4 0

S_Debt

3= 0

Comiskey McEwen Mulford (1987) 

3 0

2 3 = 0

11 OA OL FA FL BV

MI BV+MI=[(OA-OL)+FA]-FL

(_P) (_S) MI BV=[(OA_P-OL_P)+FA_P]-

FL_P+[(OA_S-OL_S)+FA_S]-FL_S-MI

0 BV=[(OA-OL)+FA]-FL_P-FL_S-MI =[(OA-

OL)+FA] FL_P FL_S
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19 S2

H10

H1a

H20

H2a

2005 

1. 

2. 

IAS 27 (IASB, 2003) 

(2b) S_Debt1 2005 0 2005 

S_Debt 2005 3 1 3

107

(3a)

(3b)

H30 2005 

H3a 2005 

(

) (

) ( )
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( 12)

1. 2001 2006 1999 

2. 2000 2006 

3.

1

Bell et al. (2002) 

Kothari Zimmerman

(1995) Collins Maydew Weiss (1997) Barth et al. (1999) Bell et al. (2002) 

227 (2001 2006 1,362 )

1

1 

10 ( 15 11 12 11 ) 101

108
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19 S2

MVE BV

C_Asset P_Debt S_Debt

P_GDebt MI AEARN

( )

( 13) 2005 

2005 

(2001 2006 ) 1,362 P10

Q1 Q3 P90 2 MVE

( ) 1.77 (1.47)

109

13 ( 2006) 

Barth et al. (1999) Bell

et al. (2002) ( ) 

Barth Kallapur (1996) 

( Bell et al., 2002; Landsman et al., 2006 )
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C_Asset ( ) 1.62 (1.50) P_Debt

( ) 0.34 (0.26) S_Debt 0.17 (0.07) MI

( ) 0.05 (0.001) 0.12

12

0.02 0 2005 

( 1.49 1.44) ( 1.60 

1.65 1.51 1.49) (

0.29 0.21) ( 0.07 0.10)

( 0.00 0.02)

3 MVE BV AEARN

0.55 0.75 ( 2005 )

AEARN BV (0.65) BV

P_Debt C_Asset

0.63 S_Debt 0.17 (2005 

0.26) ( 14) MVE C_Asset (-0.02)

110

14 P_Debt S_Debt (2006) ( 0.45) 

(
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19 S2

4 (Panel A) 

Adj R 2 ( ) 0.455 (0.429 0.513)

2 0.69 (t 30.35) 0.49

0.76 (t 7.70 18.51) (Barth et al., 1999; Bell et al.,

2002) BV 1 

-0.0 3 (t -3.16)

(Panel B) Adj R 2 ( ) 0.896

(0.890 0.923) 3 8.24 (t 51.46)

7.05 10.60 (t 13.13 27.96)

P_Asset P_Debt

(

) P_Asset 1.23 (t 25.95)

P_Debt -1.27 (t -18.38)

113

(1a)
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S_Debt

-0.31 (t -3.20) ( -0.16 -0.29

2002 2003 )

( 2001 2006 6 )

( ) 

5 (2a) Adj R2 (

) 0.455 (0.442 0.524) 2 

0.69 (t 31.24) 0.49 0.77 (t 7.72 18.37) 

114

(1b)
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19 S2

(Barth et al., 1999; Bell et al., 2002) BV

1 0.01 (t 

2.05)

(2b) Adj R2 ( ) 0.894 (0.891 

0.930) 5 8.10 (t 

40.45) 6.42 10.01 (t 11.68 27.17)

C_Asset P_Debt S_Debt

MI C_Asset 1 (1.28 t 22.49)

(1.34 1.57 t 14.25 30.50) 

P_Debt 2 -1.25 (t -12.93)

-1.36 -1.62 (t -6.85 -14.47)

S_Debt 3

-1.42 (t -15.94) ( 15) 1 2001 

-0.90 (t -3.00) -1.51 -1.72 (t -8.59 -10.65) 

P_Debt 2

( 3 0) P_Debt 2 S_Debt 

3 Wald Test 2 (p ) 0.81 (0.37)

2001 2 =2.33 (p =0.13) 10 2

(p ) 0.05 1.09 (0.30 0.82)

115

15 ( ) -1 p value 

0.11
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19 S2

MI -0.87 ( -1 

p 0.24)

( 2 vs. 4 3 vs. 4 )
2 (p

) 3.55 (0.06) 4.21 (0.04)

2005 

S_Debt1

S_Debt ( 3+ 1) 2005 2004 

( 3 ) 

117

(3a)

(3b)
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6 (2a) 

(3b) Adj R2 0.907

7.76 (t 47.78) C_Asset 1.02 (t 28.62)

P_Debt -1.23 (t -18.54) S_Debt -1.46 (t 

-12.57) Wald Test 2 (p ) 0.71 (0.40)

MI (t ) -0.81 (-4.21)

S_Debt1

(t ) -0.18 (-1.22) 2005 

(C_Asset) (

) (S_Debt) 

(P_Asset_A) 

(S_Asset_A)

(S_Asset_A) 

(P_Asset_A) 
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19 S2

7 (4b) Adj R2 0.901

(P_Asset_A) (S_Asset_A) (t ) 1.32

(19.57) 1.07 (8.77) (P_Debt) (S_Debt) (t ) 

-1.22 (-15.89) -1.51 (-11.41)

Wald Test 2 (p ) 2.40

(0.12)

(

0.94) 

119

(4a)

(4b)

(4a)
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Landsman (1986) 

120

(4b)

Adj R2
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19 S2

(5)

( 16)

121

16 Ohlson 0 

(5)

(5)

Adj R2

White

8 Adj R2 0.863

C_Asset P_Debt S_Debt MI (t

) 1.52 (21.39) -1.41 (-20.42) -1.56 (-15.73) -0.92 (-7.75) P_GDebt

(t ) -0.21 (-3.27) S_Debt1 0.08

(t 0.89) 2
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1.35 (p 0.25)

IAS 27 (IASB, 2003) 

2005 

( ) 

Ohlson 

122
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