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Abstract
This study examines whether earnings management motives affect the association between
asset write-offs and discretionary accruals for firms adopting Statement of Financial
Accounting Standards No. 35 early versus late.  The results document that early adopters (i.e.,
firms elected implementation of the pronouncement in 2004) with greater demands for
earnings management (taking a "big bath") tend to engage in earnings manipulation by the
magnitude of asset write-offs and discretionary accruals. Conversely, on-time adopters (i.e.,
firms adopting the provisions in 2005) have a higher propensity to reduce reported income by
recording a greater magnitude of asset write-offs as well as a smaller amount of discretionary
accruals, regardless of the degree of demands for earning management. Taken together, the
results suggest that discretionary accruals are taken concurrently with asset write-offs to
manage earnings downward, and that their magnitudes are determined jointly.
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19 S2

93 94 (

) (

) 93 

(

) 94 35 

Sunder (1997)

Riedl (2004) SFAS. No.121 

SFAS No.121 SFAS No.121 

SFAS No.121 

Riedl (2004) SFAS No.121 

Guler (2007) 

Zucca Campbell (1992) 77 

45 (58.44%) 22 (28.57%) 

Hsieh Wu (2005) 35 

167
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Healy (1985) Jones (1991) 

Dechow Sloan Sweeney (1995) Modified Jones model

Kothari Leone Wasley (2005) 

Ball Shivakumar (2006) 

Sunder (1997) 

Rees et al. (1996) 

Rees et al. (1996) 

277 1987-1992 

Dechow et al. (1995) Modified Jones

model Dechow (1994) Rees et al. (1996) 

Rees et al. (1996) 

(

) ( ) 3 

(ROA) 

3 

(Accurals-generating Process) Rees et al.

(1996) 

Riedl (2004) 

Rees et al. (1996) 

( )
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19 S2

(Chao, 2007; Hsieh & Wu, 2005; Riedl, 2004)

( ) 

( )

H1

H2

H3 H4 (

) 

93 94 ( ) 

1,126 

(1) 70 (2) 

4 (3) 1 (4)

35 55 35 

124 

872 1
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(1) (2) H1 H2 (2) 

(EMit) (BBATHit) (SMOOTHit)

(3) H3 H4
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DCAit = 0 + 1IMPit + 2LEVit + 3 ROAit + 4 OCFit + 5 SIZEit + it                           (1)   

DCAit = 0 + 1IMPit + 2EMit + 3IMPit EMit + 4LEVit + 5 ROAit + 6 OCFit +

7 SIZEit + i (2)   

DCAit = 0 + 1IMPit + 2BBATHit + 3SMOOTHit + 4IMPit BBATHit + 5IMPit

SMOOTHit + 6LEVit + 7 ROAit + 8 OCFit + 9 SIZEit + it (3)

DCAit = i t ( )

IMPit = i t ( ) 

EMit = i t 

1 0

BBATHit = i t 

1 0

SMOOTHit = i t 
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19 S2

1

0

LEVit = i t 

ROAit = i t 

OCFit = i t 

SIZEit = i t ( 10)

(1) (2) (3) 

Jones model (Jones, 1991) Modified Jones model

(Dechow et al., 1995) (Kothari et al., 2005) 

(CA) 

(Ashbaugh et al., 2003;

Becker, Defond, Jiambalvo, & Subramanyam, 1998; Ebrahim, 2007) Ashbaugh et

al. (2003) 

(4) OLS a1 a2 a3

a1 a2 a3 (5) (ECA)

(6) 

(DCA) ( 3)

CAit = a1(1/Assetit-1) + a2 REVit + a3ROAit-1 + it (4)

ECAit = a1(1/Assetit-1) + a2 ( REVit RECit) + a3ROAit-1 (5)

DCAit = CAit ECAit        (6)

CAit = i t (

) 

ECAit = i t 

DCAit = i t 

171

3 Ashbaugh et al. (2003) Modified Jones model (Dechow

et al., 1995) Jones model (Jones, 1991) ( REC)

( REV) Jones model 

Modified Jones model 

Ashbaugh et al. (2003) Kothari Leone Wasley (2002) 

ROA 

ˆ ˆ ˆ

ˆ
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Assetit-1 = i t-1 

REVit = i t 

RECit = i t 

ROAit-1 = i t-1 

Francis Hanna Vincent (1996) Riedl (2004) 

35 ( ) 

H1 (1) IMP 

( 1) 

(EM) (BBATH) 

(SMOOTH) 

Riedl (2004) BBATH 

1 0 SMOOTH 

1 0 EM 

1 0 H2 H3 H4

EM BBATH SMOOTH IMP 

(2) EM (3) BBATH SMOOTH ( 2, 2, 3) 

(2) IMP EM 

H2

(2) IMP EM 

( 3) 

H3 H4

(3) IMP BBATH SMOOTH ( 4, 5) 
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19 S2

Wald test 

( 4) (2) IMP ( 1) IMP IMP EM 

( 1 3) ( 1) ( 1

3)

IMP EM ( 3)

(3) IMPit BBATHit 4 H3

(3) IMPit SMOOTHit 5 H4 

(1) (2) (3) 

(Yin & Cheng, 2004) (LEV)

Dechow Sloan Sweeney (2003) 85% 90% 

( )

( ROA)

(Francis et al., 1996) (1) (2) (3) ROA 

EM BBATH SMOOTH 
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4 Wald test (Wald, 1943) p

Wald

test F 

SR R2 S R2 g n K

F =
(SR S)/g

S/(n K)
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(OCF) 

(Chao, 2007)

35 94 

93

2 (1) (2) 

( -351,144 ) 

( -38,704 ) 35 

174
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19 S2

3 

Two-sample t test Wilcoxon Mann-Whitney U test 

(DCA) 

(IMP) 

(SMOOTH)

35 

(LEV)

( ROA) (SIZE)

175
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(OCF)

176

4 Panel A Panel B 93 94 

Pearson 0.726 ( ROA 

OCF) 0.666 ( ROA SMOOTH)

( 5)

( ) Variance Inflation Factors (VIF) 4

5 4 ( EM SMOOTH 

0.7) 1 2 
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19 S2

93 35

94 35 

1 

5 

35 IMP ( 1) (p<0.01)

H1
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H 2

6 93 35 

Panel A (2) Panel B 1 

1+ 3=0.716 (p<0.01) 3 0.1 

H2

35 

7 35 

7 6 Panel A 

(2) Panel B 1 1+ 3 

(p<0.01)

3 

H2 35 

H 3 H 4

6 35 Panel A (3) (2)

(2) 
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DCAit = 0 + 1IMPit + 2LEVit + 3 ROAit + 4 OCFit + 5 SIZEit + it                         (1)
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19 S2

(3) IMP

BBATH ( 4) IMP SMOOTH ( 5) 

6 (3) 4 =4.403 (p<0.01) 5 

H3 H4

35 

179

DCAit = 0 + 1IMPit + 2EMit + 3IMPit EMit + 4LEVit + 5 ROAit + 6OCFit +

7SIZEit + it (2)   

DCAit = 0 + 1IMPit + 2BBATHit + 3SMOOTHit + 4IMPit BBATHit + 5IMPit

SMOOTHit + 6LEVit + 7 ROAit + 8 OCFit + 9 SIZEit + it (3)
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DCAit = 0 + 1IMPit + 2EMit + 3IMPit EMit + 4LEVit + 5 ROAit + 6OCFit +

7SIZEit + it (2)   

DCAit = 0 + 1IMPit + 2BBATHit + 3SMOOTHit + 4IMPit BBATHit + 5IMPit

SMOOTHit + 6LEVit + 7 ROAit + 8 OCFit + 9 SIZEit + it (3)
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19 S2

7 Panel A (3) H3 H4

4 5 H3

H4

93 35 

94 35 

( ) 93 35 

94 

Riedl (2004) 

FASB 

8 

35 

93 

94 35 

35 

(94 )

Riedl (2004) FASB 

35 

(
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(1) 

(2) 

H1 

H2 

(DCA) 

H 1

9 

IMP ( 1) (p<0.01) 5 
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DCAit = 0 + 1IMPit + 2LEVit + 3 ROAit + 4 OCFit + 5 SIZEit + it                         (1)

H 2

10 35 

6 Panel A (2)

1 Panel B 1+ 3=0.610 

(p<0.01) 3 0.05 H2

11 35 

7 Panel A (2)

Panel B 1 1+ 3 

(p<0.01)

3 

H2

H 3 H 4

10 (3) 

4=10.540 5=0.499 ( p<0.01 p<0.1) H3 H4

6 
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6 

184

DCAit = 0 + 1IMPit + 2EMit + 3IMPit EMit + 4LEVit + 5 ROAit + 6OCFit +

7SIZEit + it (2)   

DCAit = 0 + 1IMPit + 2BBATHit + 3SMOOTHit + 4IMPit BBATHit + 5IMPit

SMOOTHit + 6LEVit + 7 ROAit + 8 OCFit + 9 SIZEit + it (3)
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6 (2) (EM) Wald test 

(3) (BBATH) (SMOOTH) 

(7) SMOOTH 1 (

41 225 ) (8) 

186

DCAit = 0 + 1IMPit + 2EMit + 3IMPit EMit + 4LEVit + 5 ROAit + 6OCFit +

7SIZEit + it (2)   

DCAit = 0 + 1IMPit + 2BBATHit + 3SMOOTHit + 4IMPit BBATHit + 5IMPit

SMOOTHit + 6LEVit + 7 ROAit + 8 OCFit + 9 SIZEit + it (3)
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19 S2

BBATH 1 ( 21 204 )

DCAit = 0 + 1IMPit + 2BBATHit + 3IMPit BBATHit + 4LEVit + 5 ROAit + 6

OCFit + 7SIZEit + it                                                                               (7)   

DCAit = 0 + 1IMPit + 2SMOOTHit + 3IMPit SMOOTHit + 4LEVit + 5 ROAit +

6 OCFit + 7 SIZEit + it (8)   

12 35 

Panel B C 1+ 3 

1+ 3 (p<0.01)

(7) 1

(8) 1 

(7) 3 (8) 3 

12 0.05 

0.1 

6 

13 35 

13 Panel B 1 

1+ 3 (p<0.01)

(7) 3 0.05 

13 Panel C 1+ 3 1 

(p<0.01)

( 3 ) 7 

35 

( 6)

187

6 (DCA) (7) (8) 

Wald test

( ) 10 11 
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188

DCAit = 0 + 1IMPit + 2BBATHit + 3IMPit BBATHit + 4LEVit + 5 ROAit +

6 OCFit + 7 SIZEit + it (7) 

DCAit = 0 + 1IMPit + 2SMOOTHit + 3IMPiit SMOOTHit + 4LEVit +

5 ROAit + 6 OCFit + 7 SIZEit + it (8)  
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DCAit = 0 + 1IMPit + 2BBATHit + 3IMPit BBATHit + 4LEVit + 5 ROAit +

6 OCFit + 7 SIZEit + it (7) 

DCAit = 0 + 1IMPit + 2SMOOTHit + 3IMPiit SMOOTHit + 4LEVit +

5 ROAit + 6 OCFit + 7 SIZEit + it (8)  
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Rees et al.(1996) Rees et al.

(1996) 93 94 

(

)

93 

( ) 94

35 

Sunder (1997) 

35 

94 93 (

)

35 
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