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Abstract

As non-GAAP earnings are widely used, the SEC and IASB have expressed concerns
about this phenomenon in recent years. They believe that the non-GAAP earnings
may lack of comparability because of the unclear definition of non-GAAP disclosure.
These vagueness can also influence the communication between information users and
companies. Since the SEC uses comment letters to monitor the registrants’ filing reports
and whether these reports are compliant with SEC disclosure requirements, our research
investigates whether those receiving the SEC comment letters would improve their
comparability of non-GAAP earnings. Our empirical results suggest that after the company
received non-GAAP related comment letters, the comparability of its non-GAAP earnings
increases while the analysts’ earnings forecast error and dispersion decrease.
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B RINE— A58 51 HI| (General Accepted Accounting Principle; GAAP) it
rEENE R AR - JEAFEEER (non-GAAP Earnings) Fy— HFAERRER AN - Sl H
BEE & 5T RER N FER B 5 H IR - Z28CE N BRI — IR AR B ER B SN =]
RO EER - HRIFA AR R A AR - MERAVFREL A b B 5 AR A
HEEEMS - St —HFEMEEE &S A EUE BT - Mckeon (2018) £ %
S&P 500 NN FEIFEFRIF AR EERE AN LLPIHET TR - 5 S&P 500 KA F]FE 2016
ERHEFEIE N AR E NI LB ELEE 96% » BRI — R EREEBEEEN -

E & FE #5225 Z& B (United States Securities and Exchange Commission; SEC >
AreEfEEEEE S ) HRIE—HRREE L - EEELIRAFEEERER . HE i
FHEA SOX %) Regulation G (Reg. G) * EFZEE & (U.S. Securities and Ex-
change Commission, 2002) 5 A #5 HH 2 2 A PRI MERY IR A R B BR &R HAY I
DAMGAET AT PV - {EBES U R ERTE (3R BIREE & LRI IERF (Mary Jo White)
MR - FEATREERAHRAFA € n G AV 5 2 B A P = 2 TR - el 2
e NEAIEANFREER B MR R (White, 2016)  {Eth 20 53T e AR RCH LSRR FE
RIBRE AN R (JRFY SOX IEZE MY Reg. G KB E Rl B Bl M IBEE &N
NAE) -+ HERSHEH AFEZFEN - FAta AR ASCE IR AR AR E N a5
HINE » DAMGEEIR A P AR AT REVE 2 i B HYE EH (White, 2015) » BIPR & 5T HERI 2
E9 (International Accounting Standards Board; IASB) Hif{T- ==& Hans Hoogervorst 11
HIFF[EEE - F5H AR International Accounting Standards Board ¥f FAJE/A\ FE &L ER
AR 2 R R E » DI E @B I e — &3 (&R
NG A FE A B R BIIE AL ER & (Hoogervorst, 2015) - International Financial
Reporting Standards Foundation (2019) Fifaat &M B =iy EE M - IR
B ER B A EE DAck =] Ph#m M - White (2016) FE— PR HEE &5 0EE G K
MR RRFE R IR AR BRI A - R R B2 E Mg ' -

BB (5 PR A8 & b i IO B PR A R AT ER A2 S (70 8-K ~ 10-K B¢ 10-Q)
NIEBEE RS AR ER 3 - Hallas and Usvyatsky (2018) FiZ£E 8 4

—_

JE = Ky : ”We are watching this space very closely and are poised to act through the filing review
process, enforcement and further rulemaking if necessary to achieve the optimal disclosures for
investors and the markets (White, 2016).”

2 SEC SE{f%E (5K HHTEHEIS A IR A EE 17 & H B BB MUE Sogr 5T 2K - AHRBA IR

SZAMF ¢ The Division of Corporation Finance selectively reviews filings made under the Securities
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MEATE TEZEEERALLE - MM HIE AR EEE (G ISR E F R
EHH 2010 £/ 4.5% FFFZE 2017 4/ 17.7%’ » PricewaterhouseCoopers (PwC) H it
2019 £F 4 A% 2020 4 3 HZMWEE SR EEILE " BIRIEAR B EEATEM
EREK  EFRAESEER - IR ENEE R MR e H K
AL E A E AT RERR T AR FIE IR E (S RRIRE - AR BB E (5 R EEK
DIFFEEIERIEE - SRR AR RIS FELE - (EREEE SR E K=
EHAWE - ATREE RN AR HE A FE 2R BN AR + 20 Robinson,
Xue, and Yu (2011) fEHEBEINEN T REEER A P EiE /NI B EH &1
H o THERBERIEE - A — 28 AT REE AR RIRE B EHEEANS
I WEEEE (E R RGeS IR AR MR I L MR EE — A Bped - A5 DIERE
ERE R E RS NIE AR R ENRIEZE RS - Dieii IR AR Z
AJ PR 5 o IR R B {5 R T U -
JENTREEREREHABENIF ARG EREE ZNE MAE = N g e UERlE
TR B R Al fa B e T EAMETE S | - LS AR E AR BB EN I NA K
A B Reg. G #EARFE A Al R HIF AR BB &N » JEIRRIE AT E
BRI ESERE - (EEAE R R e n) 237 R BATERR B - BRI H
NEERFIE AR BERAREE TR - FAEDERIE 88 - S IS FER
M LR A A T FRE o FEIE AR EIEREE (G R AR %E T (Gomez, Heflin, and
Wang, 2023; Jo and Yang, 2020; Donelson, Kartapanis, and Koutney, 2020) » /4234535
RN EE 2 2B T BN ARG BB (5 R KB 2 - (HE SRS
AN—E » Gomez et al. (2023) £#5f Reg. G NEFE A FRHEIFARBBRBERFRESE
EAlE - HEEAREE - FuERerT A aREIEAREERIBR TR » MR
FEEFRERANE L3Rt - HENAEMEKNIES » 2 WrEivE s S - i
ANERFEEON TRt 5 (FR MR SEC A ARV E A KBRS (5 PRAETTIE S
BEAL A FIHIEENIREE © Jo and Yang (2020) HIf SEC fEEI R AN F LA
N (AR AR BRI FIRDUERS  RHEFEIR 7R ) FEIFLERERILEY]
A HEBEWRREHAAEREEEF KRR - mad 7= (PR e REE

Act of 1933 and the Securities Exchange Act of 1934 to monitor and enhance compliance with the
applicable disclosure and accounting requirements (U.S. Securities and Exchange Commission,
2019).”

3 MPERTER A T RTR AR ERAHR ZEE (SR EE Y] (FE#%EH SEC EDGAR Rift) -

4 ERIRIE : https:/viewpoint.pwc.com/dt/us/en/pwc/podcasts/podcasts US/2020 SEC comment_letter
trends.html
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(BRI FHYFTEL - Donelson et al. (2020) FRETIEARE A ERATHRR AR N SCF
Al MRS G R E (B Rtk i U8 - HE BT R IE NS B ERAY mTRE
@72  HPR S NCRANEITE AR EEREEE BRI EeE - ARMmIEE I RE—
F IR E IR R G HNENEHEEED) -

TR Bl FerIBRETH A - ARFSEIE R B A IR A S ek vl L (A B
TRYJABRET « SANHTM - SEC J IASB ¥ ¥ IR AR B ERE N Al LB MR For =
B SRR ERIF AR BB ERF R IEIHEHE » MR IE AR AR H
ANBEMEFTRE - DIECNEA BRI EGEZ o] Lhi M - ARIF9E LR E (F PR 3B 1
T TETER BT 2 A Dk I E AR A ER ] L 1 2 5 i A B BE
ERRMEES - EE T E BRI IRIF AR & B IR -

TR B I FR &2 i ] P PR A B B9 SRR DG T AN SCHL B AR i 22 AN [F] - Black,
Christensen, Ciesielski, and Whipple (2021) % 0] bbim 4 fy ik & 2 HEFRIE EE
b AEEF AR BIF A S R ER R AT B A BEPRIE 2 — 2% - A LB R 2R Y
BE A HRIRAR - HREEG R TR g S o H R Ry H DA FE
INFEIRDEER 5 (ERHERDE K B AR BR T g Al BRI R ORI - Al FE
{bBERRTE H AR BR AR KL DB ERE N » HLAh - TEE 3B E AR A AR AT LB (A
A& et B ER Z P LB 2R S » 3B AT RE B AR R s T IR AR S E R A@AE PRI %
HH B et e HEFRPTE R - AWF5EEL Black et al. (2021) FUNRN[E.ZBEEH LT 5% EL
B4+ Black et al. (2021) gt HEFRIE M E B R AR & ik 2 FIRVRATR - AW FER it 5w
NEIEIEIR AR B ERHRAR B E B Rt - FIE LR RER ] b R A i - HoK -
Black et al. (2021) PEEHYZHEFRIE—EE 25 & i EE NIV IRBITE - M sEE] E
1 » TEIR AR KRR E G RIGTEBE BRI LEZRFEIN T - FERENES
TS BREUCEIF AR AR T R e —& e E - % - MEEAFEREE
T R E S E{E 2019 FAT S MMiny M B s 2 B S 28+ m] T B — 3
SR RR - B AFE - —EE 2 iE bR AR s — AR SE 2 - SR
[G]3E B SR FAHEIR 7 EERGI - i e] FLBR M R iR E i S ae L N R A B Z [ PR
AEEtEHER (MEEATEREFHAREREESE » 2018) » HA it
R tPEME 20 Reg. G 122 H H V2 —fER SR INIR A S8R ER A AT LB 14 (U.S.
Securities and Exchange Commission, 2002) » At ARHF573E B A 7T PLER PR R AR E | -
% » Black et al. (2021) {EZERIBEEERSH A T A wNEEER D - R o
PERRIER— B - EEE A RO EERCEBREIE, - AR EIEN I REETTES
FHNRIEAREGIIE N EEE -

EEEEAPERET E - W52 A De Franco, Kothari, and Verdi (2011) Fyf&E ]
T EIFAREBENW R LM - HREE S R EE =FHE— A FHET

D)
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f&# - RILARWI R i — B a8 (POST) K&/ FFERF EEEREI®RES Y
H (POST = 1 » B EIRELIE) - HIFAWKER TR L - ARIFFEH IR
&SRR FEE% 5T (Cassell, Dreher, and Myers, 2013; Duro, Heese, and Ormazabal,
2019) @ FHAFSE —RIEEFEAFEEERIVEE (B RIS S ATHYEERS - BREERIVE
BHAMIAHL 2003 4 - HAGHE A] LI &G E TR 200 4 FHIERL - R ERE A
fE1H 2000 22 2017 4 » W]/ F] [ E R0 B A B [ e R BRI A Rl gk
HIAEAERR (One Way Cluster-robust Standard Errors, Clustered by Firms) % » B G HE
P ¢ AR FCEEIE A FEEERHR Z BB (B AR (POST) » HIFNFERIERAY AT ELR
MEALE (NG_COMP) 12T -

TERR TR WE A - AR A R E A Sl B ER B E (B TR IHE LR 2N
o JNERTF - D 2o A v E R AR R E ERATRIAERE - 26
B R o B REUT  CB A RIEITE AR EEREEE (S TR IR R &
WA EREFFEIA - th4h - Black, Christensen, Ciesielski, and Whipple (2018) $5H
— R EH R RS L R AR AT - HEHIEAEEERE N E R iH
B A ETREREENE DR T EEES R G2 I A AR ERE
. H—RrEa@hafimregRERGREE 2 hE - H PR RE A
thE R ESE AT MR A EaRE ik - TEESERIR U -

TERBESNI AT b ARWFFEE ot SEC 381 T S {EfaEE 55| 1 (Compliance
& Disclosure Interpretations; C&Dls) HU5Z2E ° o [I55 [#5(fi H R A FHEEIEARE
BERERIFE2ERMKEE » 1R 2010 FEBE 2 BRE L REE 5 BRI RIRIEARE
BER A LR B S 2 G R S TS [ 2 KIEF TR B - 13 T g e B8
BEAHRR % - EEAVE S RIRIUE - HX - AU iEEEERE S g
SRR IR AR B BR TRV ERE M M BERIE R - EREiGREr - EIERE SRR
S MTETEYFE A PR & BR TH AR B 7R WL 213 bR AT 5 R S it - EL TRV BE RO S K -
= SEHHRYAESE » Black et al. (2021) #F— RIS EA 2 W EIF AR Z
PERRIEHE £ feid a8 N B HEERTE — B R - B BIE AL AR E IR
T o ARWFFE22% Black et al. (2021) FYMFTEERET » PRERRA T B S&P 500 KHYA
Al BN AR E S EET - FEHREMHBEPEERIE - 14K Black et al. (2021)
Jz Chen, Lee, Lo, and Yu (2021) By 5=CGHEBRFRIE H A —200E 5 FEHE6] I — 22
Btk AR EFEG R REERNE o iR AUFSELER Chen et al. (2021) HY

5 THTEREEARREEIES ] IR R —ImEIMERAEMUE - RN FEEEMEERINE - FERSIE

T E— 1 -
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Bl 5= SRR E (B By A REETECA R AR I Z R 2 Z R (Differ-
ence-in-differences; DID) » = HEGm /R A A He i -

A TEEIRI R ERCE DL T 288 © Eo5h - BEgH AR EEREINERNEE
HIEFEELLE - ik Ernst & Young (EY) 2021 £E3H4 2020 4F 6 HBAAZE 2021 4 6 H
JES[H B 85 8 (5 iR RS S A B - FRARE R ER B E (B Y% 1T & (Emst & Young Global
Limited, 2021) [& 1 @ BURIFARBERE B R EBAIES - AFEnEERS
RAER SEC HNENEBIENER 2 ZIRE - BIERE RIS TAFEEIRAR
BEREIET [ - bR TR IE LG EER AT LB RS - S M RTAFE S B8 & B TE I &
R EHE - THHIRRZRBESE BN - BURTERRE T - JEAFERERE G T &N
i P& < TR T - HOR - At a IR AR R R & N2 2B E (B bR R R S
BERIEIEE BT E SR - 8]/ Leuz and Wysocki (2016) HUZE#— AR AW FLHE
PR AT BN RS E T R BB A R B EEET R - FESRE
TN EBE SN E I BTG  RRmEIEREN FE kS - BHEIFERE
FE P R AU R 35 e Bt e

Fr_EAL AR FE IR B RS ZARSCRE © — R Al LR TERIIISE - 55— AR BGE (S PREY
PRET o Al TbER M Ry — g et E WAL E - B HAVER W B & & A [F — i
TSN [E] A B2 TS s e 22195228 (Financial Accounting Standards Board, 1980) DA
PR vl Eei M & A E A RARIREZE - & R & S R i S ] PR S BRI
ol e n] L A S S FH & 1975 & (De Franco et al., 2011; Young and Zeng, 2015;
Neel, 2017; Chen, Collins, Kravet, and Mergenthaler, 2018; Choi, Choi, Myers, and Zie-
bart, 2019) » HHAIEARREERE N Al SLE e E A D2 2 MORWT e #E 2B
EYRMEEERIER RS ARERFEEERR - JRARERA B EES
HIRF - R - @B E S RAHR < HTT - BB Bl — ik A s & et E R = A
Bl < BB (5 R S FI T B & AL E HY 22 (Dechow, Lawrence, and Ryans, 2016;
Bozanic, Dietrich, and Johnson, 2017; Robinson et al., 2011; Kim, Kim, and Musa, 2018;
Cassell, Cunningham, and Lisic, 2019; Cunningham, Johnson, Johnson, and Lisic, 2020;
Black, Black, Christensen and Gee, 2023; Brown, Huffman and Cohen, 2023) ; AH/F5EHI]
PRETIE AR B ER A AR, - EEEAE R RSN I 8R - BB (B R RIE AR &R
o FesR M R MRl E BR TR G IEE2 2 - A1) Johnston and Petacchi (2017) EFE
HRG R FE IR B MR B A IEREN - &k - ERETIE AR B ERMHRRE AR A
E BN E - Z%018 Reg. G BB HRIF AR BERENIILEME (Kolev, Mar-
quardt, and McVay, 2008) BV %41 THEET (Heflin and Hsu, 2008; Black, Christensen,
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Joo, and Schmardebeck, 2017; Hsu, Wang, and Whipple, 2022)° » ZARfFFEHI ¢ E B
o G (S PR IR A RE R R AT LR R - DUV SR B IR
F2ER T ELER TR AR -

AL INEN  BEEUGETS - PRI - TR AR ER 0 SEEET T
IEAREEREBAIHIE T R B2ETRSUREIE R BER 2 E BRI R ZEaEHT
AR AERGEE » SBMETRE R RN - A E TG i f R TR i
TR S BRIMAIE, » SR REEHR (A St am B AH A -

paras

=
=7
A/C

2 HEse

1 1990 AR 2000 FE4T3 » FEAFREBRERNEIH A W ARG IR R - =
ERHEEERSEESRENGHIEAREGENTTRERENK G - ERIER
EEEZ B Katz B1F 2001 4F 12 HESRENIELR B E N B G B E 5
JEBE > JEAFEEERE NN AR Z B E B E(K " - fE/EEZ (Enron scandal)
B EBIEEE E N 2002 FHFE]EWDE LS (Sarbanes-Oxley Act) @ 35 E & il iR
B EEZ 401 (b) 21 T 55 33-8145 St Al S FA #ii /. A Fa 8 B — i N R ey T e R
(GAAP) fir& N [FIRHE & 7L HBE - a2 B RTFTER Reg. G K HAHRHRY
fEIEZ (Regulation S-K; Reg. S-K) © Reg. G i 2003 4 3 HEAIGHITT - F 2 H ARyl
RIEE NERIREIE AT B ikt & R HAHBARA B & i - ] D2 st T A AERA I -
MELERE A A EEREEIE AR AR ERCAMEB AR R EIE A
BRI HUEEGERE » BRI AR R ER M E AR AR EN - AR EIEARE
BRI R B I S R N T H TR -

Eil Reg. G i Reg. S-K BT RAVIHEIMFEIEHT - JEAREBRENIBENIL
) 5 BHEA > (Kolev et al., 2008; Heflin and Hsu, 2008) » {H{t Mckeon (2018) &t
¥} S&P 500 KAFIRIFE - FEEA 2006 FEHFH 76% ) S&P 500 A F{EH: 8-K o2
10-K SR8 IR AR BERE N - ME T 2016 F » £945 96% HJ S&P 500 /A 45
BIFNFIEER G ERRIF AR AR E I EMRE R E kI AR K - MiE A
hoths EEEEE BRI E - EEIFEE & AT Mary Jo White {fEFF 2% A&
o IFATREBBRERNCEE RN - HMEREER T REERERE A - WTE 2016 F

6 FER TEC GIETES, —H -
7 HIFE : https://www.sec.gov/rules/2001/12/cautionary-advice-regarding-use-pro-forma-financial-information-

earnings-releases
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A TR RIER) BB A TAFEREIE AR B H T NAHRIEHE LK
IS - i E A FINIET R E TR EIF R B AT - BIS g R L
Hoogervorst (2016) 1EEXMNE ST & (EAA) HYBERRHERE] - e HREH e s 12 O
NIBEEBREH A - HRIEAR G ERHENEE - sl - 2 AFBEEEER
REFEEEE - 2 (D) PR AR EEHEME ; Q) HRHmEHEHAEN S 2 aREE
15 () BB E S 4A 2 EEEE ; ) HEREG SRS E 2R E
& T HH[FI54R (Equal Prominence) B9/ " o MIfIHRFHI5RFE - 56 AR HITE/ARE
BRR R AR i AR E - HIRE AN E A B A=Y -

FEEEETR L > EBEEE G 2010 4 1 B 178G ZEMAERES | (C&DIs)
A FEAEBEIE ALK Z B B R BRI o By T RIE PSS Y
JEAFRIF AN » A HIRY 2011 48 ~ 2016 LR DL R, 2017 FEE5T 5 B 1 28 JE
INER B ERFHRBAEFA SO R o ARAFZE/R e IR AR A ER AV BB (B IR LB E TR
o [B 2 R 2004 £ 2017 F 2 0 FEAREBREE G RG2S E RV LEE
ShiE " ATESEH L —ELE H 2010 AEBAAAE W LI 2017 1Y 52.88% © T PwC
A8 2020 4 10 H 22 2021 4 9 H BB (S R EE LLE HE P (PricewaterhouseCoopers
International Limited, 2021) » #IH1E38 BeHARMIE AL BRIV R E (5 REBES H TS
ERTENE L - LEEEBET  XEEESEIMSFENHNRIEAREGE
TG 128 73 2 B W G AN -

Bi (3 pREATER LT 2K E IR 2002 & A S (Sarbanes-Oxley Act) » %15 408
feRBH SR & £ BIRE B & A FIA 5T (Division of Corporation Finance) &5 —4F £ 4%
HHE A B AR A S (41 8-K » 10-K B 10-Q %) HiEB &N E S UE#ET—X
FEERZF © Cassell et al. (2013) FEHEEE KA EERGEE AL E W H AT
BE3E [ FHAYEETE (U.S. Securities and Exchange Commission, 2009)"  fEEZ & (S ¥ h
NEIMTREE M ECK B IEC RSO ~ BEC RSB IME S - HIER
FRARHI SRR LR YN AN FE I E AR o 25 RAERE ZE AR i S 8 PR B2 S - HIlZE

8 HFE : https://www.sec.gov/news/speech/chair-white-icgn-speech

9 HEE : https://www.sec.gov/news/speech/chair-white-icgn-speech

10 A EIFRFHIEAFEEERIYE B0 - () HiRTEE Q) AT ) KR 4) HIEAREER
FHIBAEARB SO PRI - 2o PR T R BRI 2T -

11 JEARRREREEEE RMETHVEE - Ea HBTE 8K ~ 10Q Sz 10K HHELIE AR AR AHRIRI BB (S
BRI -

12 BB RRZNEME TIF LR ER-E - Pl AZR8%1 ~ & ELEE & 5m B0 HT (Management
Discussion and Analysis) %58 F5 58 E AV EEL R 5 TR U R AR iy & R AH Bl U 55 25 3HAY
o PE i I U7 U AR B R RE -

&
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N P A SN Q o
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@ R o e
v " %
BRAGIEERLS -
55K :
1
%,
YTV Y ) Py
FOIA &% A% EDGAR
FOIA £ Z A
RBREE | ARAEE
#.$#Non-GAAP #. % Non-GAAP

B 1 HIFASREREMHEEEAESRE
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0.00%
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 %
B2 FFARBEFZEEERGEIEEEXAILE
HEEE EE R A F S T e FERAIE R - R AR E R AR A
ffi - BB g HIRAFTE HEXX S & A5 Fﬁ? AL N F R B A B A Y B
REA S EENEBE MR EIE € ER 0 SR R E g T e R T
A FIARSHEFEH) 50 AF S - Duro et al. (2019) TEnﬂ N FRCHE 47 R TR B B
EEW  BRTREATEFTS ERISESN - B S E R 5aHITT B th & (5 A $t
HESE (S AN R RE M 2178 (U. S. Securities and Exchange Commission, 2008)

181



The Effect of SEC’s Comment Letters on the Comparability of Non-GAAP Earnings

2 XRIRIRRER

Al ELE M B et EH AV EFNAYE © Financial Accounting Standards Board (1980)
PR ] LLER M Z AT AR B2 - FER m] ELE MR RE T B & e BE & LL AN R A R [ g a t
BAHYZER < @G T FEB I B B R E A P YR B AR SR R
EHR A T A E RV FH B BY 2% E (De Franco et al., 2011; Young and Zeng, 2015;
Neel, 2017; Chen et al., 2018; Choi et al., 2019; Chircop, Collins, Hass, and Nguyen,
2020) @ B2 EHE RO S A AT LMY R2 22 (Yip and Young, 2012; Cascino and
Gassen, 2015; Neel, 2017) » FIZI{EEERT 7] ELdk 42 2% /7 * De Franco et al. (2011)
fEH G aT B ER T LI PRGNy - RERR R DM R A2 BRFRIIRURR 2 - 3G I A Al Y
BB 5 Choi et al. (2019) FE3RE /2 5] AT LRSS IO w] 60158 BIREA AT RTAG R ZE /A&
Y MR B Bl ER S i BT 72 28 BRI (Firm-specific Information) HYREA © ££
PRET & ST B2 O A Al LR e 2 2 B SRR E » 200 Yip and Young (2012) #2HH HEX
INE R 02 B B PR & AT HE RIS » & 5T B BRAY AT LB R R FEEE T » Neel (2017) 325
23 (B Z A EIR R B FE & e T e 1R - o] EbE &N E G LA HIEE -

R EEER MR TR R B A N R — i AR G s ERT MR B G ST E A ETT iR
i - PRETEREMRE A (HIEIRAFAER ) AT ELEE# - HAEI{EH Black et al.
(2021) —3Z - Black et al. (2021) @i 2 " LT EIF A TR A ER IR T AT HEFRAE H &
PEH < TR —SUERY - RE I IR QSRR ERAIIRATE - HEEMA R - KH A g
Z B PERRTE H DUELR A R DR ERE - IR s B8 Em s - —8uUE
B A] ELR MR RN ]« —EUE R B 1 R0 25 IR Bl Al — H R 5 12 - ¥R A RE
H 2R AR B9 7 R G 5w B M AILE S A U o (o BB RE2RAREL - 1
RV ERRAE - DA B & & | Rl — i B A R A R M B =i
B o AUIFRICEEERRARE - il 2 G IR R EERAY A] L & AU 5B (F R

ek -
FENREER R — BB AN - RKMGSHE A% D EERIE S - B FIM
SR EREOMLAEN - & B ERSER IR - HERRER At a iR

e FFEFEMERFEE T > Verrecchia (2001) 3357 M EE &AM H BERE AL
FIfE(ER - &K AGHEAEELEEN AL —&NETUELS  BRRIEE
FLE GRS A pA S o (REBERAAEN S - & HEEEFER AR A

Bk

13 &EAUBEERA - BFERHE BigFE % nI e [EAYVETER: 3+ (Beyer, Cohen, Lys, and Walther, 2010;
Roychowdhury, Shroff, and Verdi, 2019) ~ A JJTii 85 F#HAREEE A GESIRYEE(E (Verrecchia, 2001) ~
T R A 3 0 R B B AN By AT BEAYRREA R AN SE (Blankespoor, deHaan, and Marinovic, 2020) °
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I - CHE A AT REME A B AT IH S M AL B B 2 - TR AR RN - FeE e —
ERRE Y E A (Beyer et al., 2010) ©

TEPRET IR A RE R B A B AEBARY SURR T - iF5EE 3 BT TR AR B ER &
BHAEWREI MG iS4 ETTHEET (Bhattacharya, Black, Christensen, and Larson, 2003;
Lougee and Marquardt, 2004; Brown, Christensen, Elliott, and Mergenthaler, 2012; Doyle,
Jennings, and Soliman, 2013; Curtis, McVay, and Whipple, 2014; Black et al., 2017;
Leung and Veenman, 2018; Black, Black, Christensen, and Gee, 2022) ° 3= (501 &R
oo B ETRER - FEAFEAKE R —&RERHEBENS - BHESEE A&
#EE W R P B E A E A RSB A T R B o AN BRI B PR
Curtis et al. (2014) FHE A FFRA GRS EANSHEER - HIE AR ARENE
BIERIARKE M EERTIEETT 5 Leung and Veenman (2018) $5HI & /A T4 8505 - A
BV AR ER B TR AL D RERIIEE - MERRR R E L&A TEH -
Brown et al. (2012) WIHZFEBR E TG EZ G =R - KB A GHERFEA IR
EEREIF  Doyle et al. (2013) FRR#SH A & sl B %I E AL B BRI BRFRIEDUE S 43
MrHETHITHE] - AHBTHAER Ml b ¥R AR IR AR B ERENBEYAT 5 - SRR E I EE
White (2016) AI{EARERIEARBERE N ATREREHRE N - EHHHEEEFEE FE
= 2021 FEHIE AR B ERE R TR B Y B 1 -

EEERAEEFREGEE A AFENEEN T - HHNTERERENEHE
FERTAE NG 7 P TR & R0 HE 4B B SR - Duro et al. (2019) §5
HE A FIREIE R E (E R - R EEERIUTHEORAFIEE - BRE S
EERECEAHI MR BEITE) - DMERETBE BRI e BIE &G BATE - #i2E
KUEENNE - EH BB E B IR AR - Smil ek B e RE S
FEFHW (Robinson et al., 2011; Dechow et al., 2016; Bozanic et al., 2017; Johnston and
Petacchi, 2017; Johnson, Lisic, Moon, and Wang, 2023) ° 4147 Fi 5 & (5 bR A] DLEE
EilNARIFHRINTZE [ > Johnston and Petacchi (2017) #Z5H UL R EAE (S AT &) AT [
RE A AT - BERIEREAIEN  Bozanic et al. (2017) HUBFZES B E (F
AR E] » HE RN 511 K2 FR A s F% (K 5 Johnson et al. (2023) FYRFFEHE A E fm
AEETIRET - HEFEWITRLE A FEET ST IEIETE (S K - RRAE R
R RBIERRE - SRR E G R A FE R B & R B PE R K e
E’gﬁnﬁ%_\ °

(B BB B R B KU B & N A BN IS\ Frdla rURL A SRR - A1
T ARG FTREE fo T AEEHE H F A% - TR ST e R R R IR R FE 2K
(Robinson et al., 2011; Kim et al., 2018; Cassell et al., 2019; Cunningham et al., 2020) °
IREIFERL—TETL T » WEORICEERIE A B AN G 2EE - 210 Cassell et al. (2019) #
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R FHEE R B E (B RN - BBUE AR R EENERHERM - G615
EE HEAH R ERE - MERAREEAFANEEREE N GREENERE
B A7{H41 o Cunningham et al. (2020) ¥5HIE SEC gt {haT BB FHRk » L
EREE AT E HER R E'E KR E M Robinson et al. (2011) HEFE IS
NEH RN - 2 Bl e Fa RS A\ ASBAH BRI B (5 R (BN B SR K
=R\ SEBTE B N A AR IR -
frer bt - IEAFERER R — BHEEEEEN - HERNEN AT OEERE
it AIE A RIREITE A R B AR ARG (S bR T A B R S AN A AR i
N R IR ESRUCE T B SN A B A e A 2 B BRI - A8 A JEE H A EE HEH
N DOBTERHRATE 28 B E B EE K (Bozanic et al., 2017) » fELL—1& W FIEAT I EIEA
OB BRI O] ELRR N § SR8 6 (B PRI SR EE B A B B A RIRCEE AL &R -
HOBERE (3 RV BE AR — WS B VB A 550 2 B 0~ R B A R oy A B
hn o #SE A ATREE F e E R A I EE (Robinson et al., 2011; Cassell et al.,
2019) - AIEEEERIA G EIR AT RER T Ll - AR1% Bl TESCH R - A FesE
R —a0h
B —  WHEDE AR BERER L BB ERR - A ELRIEAFEEERZ T
BRPE -

i

£ - HiRaRst

— ~ BEREH AR A E R

AWHFENE UB/E/S ERHEE R GTB A] Ll M BB P i RV IR A B & ER &R (UB/
E/S Actual EPS) LAK 3Tl & ER FHIIE R - B CRSP &R 1 AUk 22 ¥ B AH B &
BIDAETE R ELE - MBERUIAREE » AfE ~ RS ESEIHR SMEFN
H FA Compustat * %% (5 K HI 2 B A Audit Analytics » RIEEFEE G EEEHA
e A E HEEEE R E B EE Ry 2004 4 - RILAFEHEEE R E S
2004 % 2016 FEIIENGRAERER Z BB EK - 3 ZERBERNRIERIEEE
PROR R B S BN E 2 MR E E A SIS R - BlE A g R s E k==
TH - WEEE g E L EE RN - BES S g —EEERAS 0 B Audit
Analytics EFHEIGRERFEXEE (B bRAN AEFHE -

HR » BifFE27% Gomez et al. (2023) FIRASERCEIE - faii s & & o ¥ e
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FEARES (8-K XH) Frie@E 2 IF AR EEm " - 1o - DIEE RS
FHE AT — RULEIIEEE B RN A » 41 Cassell et al. (2013) fgiii 22 5 5 KUK
FIEEE(S AR ERIZE + 1M Johnston and Petacchi (2017) Hilfgin /A G UL —H B
{ERERTRFE 2 SRR T S & B EREE (L - DI SRR
{ERRFERE R EBH B, » RIBLASUA IR B SO B ASERUT 0 Bl T HECR TSR —
RIVEE S RS H 2 2 %0 H e B %9 . Be BRI AL LU 047 - el R E
(B A HARE T Ry 2004 28 2016 4F - W DAER EiAE (JEemiZE) 25 RILE
AIEE (S RO TR R, 5 R —fZE T UT - BEARAFIE) (Firm Level) £ 499
FNE]  BLUEEAFE R EE E MBI FEE R GUILERA - RifF9E22%E Gomez
et al. (2023) Wy 5= - DAREIEEE([FRRZHT » BEL R 4 FRIR - BIKEBEEF K
ZBREZE (ZWRIERIZFE) ERHMEIRITE (POST=1) » MKFEE
ERZIIZZIE (FEREIERZEZFEE) ERBIEIFIIAK (POST = 0) » ik
AR ARG HART B 2004 FEAEFTHEZ 2000 4 > 2016 FFRHEZE 2017 45 » AL > &A%
2000 2 2017 B ARFFCE BRI ALIR 1 » a0t —2K AN A B EHREA » HE
FERTE AR B 3,531 R T /AR — £ @ #f (Firm-year Level) FYBIZ(E 7 - 1E41FR
TR AR R R B R E AV 1,119 " » DI KRB R R L EIEA R
BRI L MEROREAR 412 1% » RiSEA R 2,000 2 TAE — 4 [EREZEE " -

14 Louis, Robinson, and Sbaraglia (2008) }z Davis and Tama-Sweet (2012) #% ¥ - fH % A 10-K 5%
10-Q 2 » & AEF R B S RE O REE SRS AN - Thh > RN TR EBR 22 B PR 3 A2 AR
FTRATE L - PR AR FR DA F] S RS EL Y 8K ST i TR -

15 ASUNEEEERE « HEEEEHE LA TW T &ERES (8-K SUH) FATEZENIEAR
Bk ) FTHH R 2B S A - AR - #UE T 31.7% B SITEARAHAR SR lics] 2 XAk
HILLAERE B (S 0 - U 3.1% IE] 4 KDL BRI S R - B EASRER T AR A
TURE] 1 RELSEEE (SR T ) BIEE » ARSI BE 38 4G TR oAt -

16 ZEFEEEE & AR E R IR RSy 2004 4F » (ER T H2 358058 i EL i i 2113 pR BT DU 4F Bl 7%
PULEAYFE S A SRR AEAG4E B RTEIYAE (AN @ 2000 42) » DL 2000 4Ry A E—4F
[ SRR ASHE LA - AN - AIZ RS UB/E/S BRHEREE (AHUS) FREMEZE 2017 4F > &R
WFFE. 2 R ASHE ARy 2017 4F -

17 BREIERER - 52 LA FERL 2010 FINEIFEE (S A - B 2006 42 2009 -5 ICEE AL HTY
AR (POST = 0) » 1M 2010 -2 2013 R ENE R 2 BIHAR] (POST = 1) < AL - —{E/AH]
(Firm Level) 20 REAT 8 2 T /AT]—4F | J@#) (Firm-year Level) HJEREZ(E o A~ 302 I U 2
{5 PRVEAE FE T ARG R IARM] (POST = 1) sl@aT AULENE BRATHA (POST = 0) » #RANEEEAR
SCE RS RS S B HE A -

18 b e 3 s Ry R A R 22K 5 Audit Analytics il Compustat ~ CRSP ~ I/B/E/S HfffEafe -

19 EASRRAR 2000 55 T AEAE ) EREEE - HEHE 342 FAE] 0 FHBHE S A A ANEE R
?:E; °

)
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T AR R ARV PTG R A

AHWFFEHKHIT De Franco et al. (2011) kZFEE (2018) FHREM SRR &Iy A L
PR AERHIR AR B AR Z A LU - 0 H—WE G RFEAFEE 16 TR
ERERL - AL FE A PR 00 R A A A IR A RE & R BAS © De Franco et al.
(2011) HyAT Pt e T Ay « AR AN E AR B A ATt (RIS AF]
ZA ) - BE TR A FHEEE MHRIRIAURE ST - & AR PRI R
11T 2 % Ry A 15 R AR B A EE 1) © BRI > Dee Franco et al. (2011) K& 522 8RR £y
N FIEEE AR ERSE BIE R ZEY) - AR (Return,) Ry 2 IH
ZAHEAEE - HFTEE AR AT AR (1) ¢

Earningsl.tq = a; + BReturny, + &y © (D)

De Franco et al. (2011) FIFH (1) » DAAFIE ¢ FE RS R H I Rt B R E
FEEG - A RIS EZ THT 16 2= (¢) ) KER KR FEWMRIER - DS
FRH 6 B B L TAREE o BEETRI ARG EARAR ) 0 SHEH I AT ¢
e EHERE R Z THT 16 2 (¢) ) SR ZHENZ &R - DIERE BB F#EE
- i AFRIG ERTR BRI EY) - Bl - TEIIZ &R E(Earnings),, » M FRIBHT
S - DR A FEI TR ZASHE R (Return,,) (UAL (3) 1 (RHHERIERVEE
INE]GIRER AR THIT 16 2 (q) ) B3 A i N FEIAHE RURSHE I (Return,,) T
R A Z THIH S B2 6k E(Earnings),, -

E(Earnings),, = 8; + B Return;, - (2)
E(Earnings)l.jtq =+ ,BjReanitq ° @

% > De Franco et al. (2011) K [FEZEZENM A FLZE (B i~ 7 ZF) R ¢ F
G TR Y B ¢ B AERTRETE 16 B - i j A FLZ IR
FHERZ 7 (E(Earnings;,) - E(Earningy,)) FIRESHEILICF » FEUESLTT

20 GFHEEIE AN A T2 AT B ERF - MNE IR R — PNy 342 3207 - qinde G ET
BT EEEME BRI R GHE 16 ZRYZ R 8RR REEHRIIEOR ) BT - tb—(Fi% U5 A B De Franco et
al. (2011) © FLERRY T [RIESENBIRNTEG i ~ j 28 5 0 WASDUREIEAEAE R BT Ry e h - R DA
W a5 BRI 2N R S H S AT PR - & IR AR Y e F & W72 (Survivorship Bias) BXHTH
R (Look-ahead Bias) » #75 " #YHH B FRELT | - K "R ) A HAEIRHE -
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e R B AR T ¥ — 4 (Pair-year Level) | &Y AT ELEME (Compara-
bility,) & 5=\ HEtFEEEAI 4) -

- 1 ; ]
Compa,,ablhlyl_jt=.FS x ZZ_” | E(Earmngsil.tq) -E(Earmngl.jtq) | ° “)

=X (2) 250 @) » E(Earnings,,,) {RELE 3 i RGBSR FREE - MRE i AFZ
SRR Z &KIER + E(Earning,) BICERAE « B - FEHEEIRY i RS2 4E - (H
R j N EZ Gt R EE 2 &R o B2 (4) B9 Comparability,, (" 3 — -
gk ) BUEBRE - AIARFEIEZEN ( ~ j AR R & el R8s - &1k
HIRF B ¢ N R AHIE 2 2 P AN F] j 1R « SRRt B HIRY Comparability,, (7 K
#—4F ) @) FHREVIMIPAEER § fELL - De Franco et al. (2011) FHEHELLT
TR —RRIATA AT BUERT YK Comparability,, - BVHSEES - HIR[E
@ "AFE — & EIRIRERSEI AT L, © B NG_COMP4,, - — Ry 3 UFT A X
A Z Comparability,, WWHUEAAIE - MBS —(E T AT — & ERAERTE
w1 » Bl NG COMPMIDDLE, - NG COMP4, 5 NG COMPMIDDLE, H¥{E S -
B AFIRE  FRIRERE BEA g - A BliEEEER (1) 2K @) 89
Earnings AR T IEAFEEER , (K H IUB/E/S Actual EPS) HU{X De Franco
etal. (2011) JFSUEEF =R S 5T 228% (GAAP Earnings)

= FEEBERAY
AW £ B il 2 FE R B E (5 R R 1 S EI R AR A R R T - AR
15 B ATRCE B R R AN (5) (ERg TR i) -

NG_COMP4 (NG_COMPMIDDLE )= o+, POST+ ¥}, f, CONTROL+ ¢ = (5)

NG _COMP4(NG_COMPMIDDLE) Fs3F /NGl & iR v Ll % - POST s - 22 figt 1
B ER A FINEIREEE R ERIYER IR E R 1| (POST = 1) - MUEZH]
PUAEHARTRNS 0 (POST = 0)* » A1tk —2K » (2% B, (55T A FEI BB (S s iR Z Ik

21 Ban : {5Eh i A EIZ 2016 FEF BT 2 AR A FLI PERY - FRAMATER Z &R 2016 4FHT 16 ==
R R B R P R -

22 ANEGATHE - FAT227 Gomez et al. (2023) » #/ANEIFL 2009 4K 2013 FFIGULFIEEIE GAAP ZH iR
AR BEE S - HIDL TR CHI £ 2009 52 ) o FTUR S0 B S (S ORI Ry FE 85 » S
#F 2005 FFEZE 2008 4E35% 8 R I B B (S R pTHAR (BN : POST=0) - [ 2009 £-2 2012 FFHIFE
TR EAS R HART (Bl - SSPOST=1) - HKIL[E—RTA Sl 24t 8 (EEHZ{H -
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/

INPREER T ELER MR R - AFFE DI ORISR EE - NEEgE 3 £
HE—X - HPMSZ A RS RG] B E (s B E R B R R AT 2 N RIEIL
FEEERRIELARNBEBENNENNZHE « ARE A REREE R &
BN R B KR E (B A P BRI TGS - E RS AR R T RE AU R R AR
wiF - N FERA A RE e E AR I —E AN M R R AYE AL E (Verrecchia,
2001; Robinson et al., 2011)

TF Ve d 2 8 2 218 [ ABFSE 225 Francis, Pinnuck, and Watanabe (2014) 5z
Cascino and Gassen (2015) P2 H A AT P [ ok e PRI 32 2 AHBRE Y - AN8H R A TE
72 (STD_SALE) ~ EEVEEN T i & 2 fFHUEE (STD_OCF) ~ $HEW AR (SALE_
GROWTH) ~ EZ3 G Vi E (OCF) ~ H{EHIRAEEELER (MTB) » E&E Hm=:
(ROA) ~ AR (LEV) ~ RNFEIHE (SIZE) R #8415HE Z =R (LOSSPROB) 5 -
B R R T A R R RSB TR B (LA - Francis et al. (2014) JREE VYR S5 A
BiESGAANEIOEIN e e R E RPN AW N iAW e /N Py i N o =R e
% (BIG4) - 539k » FEWFEHIME - SEARRBERENC B EE - E G a5 EEiEy |
(C&DIs) iSRS RAMELE » KRIELAIFFE ] 1/ 5] g i Y [ o S0 SR B A [ o
R~ MAEECIE— A mI B I KRR R (R St B R R TR AR RS « N8 - R Z 8L
W H G R e B 1A THEA B & DR U AR SOE AR I s By 7 e IR T
TEET 5 e BHUE RAGE2 S gk — -

th ~ EEGRD

=~ BORTEREGT B2 A PR R I8 2%

1 RIE SRR B ERMER < B8 (BB A R Z S5 (Fama-French
HY 12 T35 - WIS BUE 43.5% AR ETERERMIEET - BREXRE
11.3% » BLEFEH 11.1% © 5% 2 Panel A BBRAHIFCIMERET - PTG LARTIYAZ
SPEIEL (NG_COMP4) i 8 HSPIE Ry -1.116 - FRA (2 8l & (NG_COMPMID-
DLE) Ay -1.534 » ;B A A Z MNP BERZ SR R TH{ER 1.1% K2 1.5% © Pan-
el B Ryt &) FLE I e i 5 P O I SR B G BR A B T AR RGIR PR T - BRAGT A 2,128
5 o 1§ Panel B AJ1S%1 B (REFs 0.04 » [ —{RE{H5EHEd De Franco et al. (2011) HI{%
HEST - TSN EER BRI A AR DTS - AlJE De Franco et al. (2011) #Y 12% &
Basu (1997) i 10% #2/T » BURAWFEHE A De Franco et al. (2011) A5 7T Frige 14
Hf R B DU R SR ARG -

7 3 RyMHBAREER - A DIEFEIRE (S (POST) 1REE R BUEIE A&
B2 Y AT HL W% 1 (NG COMP4/NG COMPMIDDLE) W RAf% » & &2 Spearman 5 2
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x1 EXENMMINRIERIFARBEMERZ BEEE KA AR

Fama-French 12 E %R UNGI == 2N | %
s (BEER - B8 - EFMEE) 149 435
B (AEauis -~ 5Eg) 39 1.3
SUEHE 38 1.1
BEIRZE 31 9.0
HYEZE 28 8.3
TEX 19 5.6
A HEMEE (ARY - REF ~ T2 -« EEF) 15 4.4
{LEEMERAEE 10 2.8
MATEHEEE (EF - Eif - #EF) 7 2.1
BEREREREEEE 6 1.9
&t 342 100

K2 FERRETE
Panel A #GM4#EET (N = 2,000)

Mean StdDev. Q1 Median Q3
NG_COMP4 -1.116 1.374 -1.170 -0.740 -0.500
NG_COMPMIDDLE -1.534 1.390 -1.750 -1.090 -0.780
POST 0.540 0.498 0.000 1.000 1.000
STD _SALE 0.038 0.038 0.015 0.026 0.047
STD_OCF 0.023 0.018 0.013 0.018 0.028
SALE GROWTH 0.104 0.345 -0.025 0.062 0.178
OCF 0.081 0.087 0.048 0.085 0.122
MTB 3.153 7.208 1.359 2.193 3.520
ROA -0.016 0.294 -0.014 0.031 0.063
LEV 0.530 0.296 0.340 0.538 0.675
SIZE 7.518 1.681 6.252 7.468 8.759
BIG4 0.907 0.291 1.000 1.000 1.000
LOSSPROB 0.292 0.294 0.063 0.188 0.500

it BEE R —

Panel B AILEEME(EETEN (30 (1)) AORGAMERTET (N = 2,128)

Mean StdDev 10" percent ~ Median 90" percent
Intercept (a;) -0.009 0.186 -0.036 0.007 0.018
B; coefficient 0.041 0.272 -0.036 0.000 0.109
Regression R? 0.105 0.122 0.002 0.058 0.278
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Pearson fHRARE T & 2 1EM  EERAFREWRETEAREBREEERE » IFL
BRI LM E BT 0 T NG_COMP4 1 NG_COMPMIDDLE — 35 B AH R 14 3%
0.92 » B ARG XESEAERN - 540 BAERKE S EBR
(STD_OCF ~ STD_SALE) » FE/\FREER A O] ELE MR BRI - BEUR /N &) Al BEAEAS VR I B)
ARHIER T » A KPR s s & i e -

o EEEEER

A EEWFRME - FERERIE AR E G R E T g BIE AR EARIIR]
Pt o FEVEHIAHBRAYRE S « 4 B [ E SR RS B [ E SRS R RN A F E
AR EERR % - RS AERAIER 4 7R « ARSI - R 8 (POST) Bl —fEIEAF
BRI A] LLE M E B 8 NG_COMP4 F; NG_COMPMEDDIAN 2 1E [ BEZ BAfR (¢
B 1.974 ; 6.877) - WA ZFRH{EER—HREEE (G REIE AR R HEGm - 3R
BAFWEEEGE R - IEAFIRERIY O] LU AR A R IR B4 (3 bR I
SEMBREEE G 1] E R E (G R A E A FIE AR E N E -

= TR A s 2 B 1 A 1% L BT

TERB R EE T AR IR B E (5 PR ELR AT (POST) 43 BIAER 2N
SRR A FHETRE > DRI SEE GRATRFMERE B EEH
fEF - R SHR > TamEdBEPRTEREAE - JUEETE - FEEE (POST)
ECE IR\ LA B AT L (NG COMP4; NG COMPMIDDLE) 23 FA#EE ({8
53 HEy 2.187 ~ 2.320 ~ 2.317 ; 8.473 ~ 8.978 ~ 9.809) ; KEAELIY L HIFL A AR B L
FHHARPTEL - H—ERE SRS CRIRE EE G R R MRE A B E

A i ©

P9~ R TEN A — PR R e B I 2 R

Black et al. (2018) fi5Hi— & #5 - &R0 R BEE A& AR B OE IR A RE &
BRE A AR - B RIE L AU 7E 38 R R - BERHE N B ERYE
EHBARWAREEN ® - BT HEREAM R N EES RO R - AFET
CRERR IR ¢ —RAENMERFERANER T o R E A E R e R

23 Black et al. (2018) F&r & ZE BT FHIE AT ARIIARZS - FEHH B — i R B S S AL AR R 3
80 FH b — &R R IR 2 - AR AR & 38 - IR AU AR AN A S 2 o0k -
A5 - EH5A Black et al. (2018) FE43 778 ZEFEEER A 10 533877 =UHET 30T - (ERBR R 2R AA]
Tl S HE G SGET TR - R ASKFZEER F Fama-French 12 T2 35534849 5 20 1T RS (P pd ]
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&4 FFARRERC A LRI RIFE AR B ERERE < BE B S W RIRR R

g NG_COMP4 NG_COMPMIDDLE
(1) (2)
POST 0.080* 0.316***
(1.974) (6.877)
STD _SALE -0.363 -2.764***
(-0.507) (-3.392)
STD_OCF -1.070 -1.189
(-0.540) (-0.529)
SALE GROWTH -0.060 -0.033
(-1.060) (-0.513)
OCF 1.569*** 1.715%**
(4.496) (4.327)
MTB 0.004 0.002
(1.356) (0.457)
ROA -0.208*** -0.092
(-2.776) (-1.088)
LEV -0.293* -0.174
(-1.940) (-1.017)
SIZE 0.380*** 0.483***
(6.476) (7.238)
BIG4 -0.106 -0.365**
(-0.840) (-2.542)
LOSSPROB -1.313** -1.479%*
(-8.330) (-8.260)
Constant -3.481** -4.487***
(-7.344) (-8.334)
Firm FE Included Included
Year FE Included Included
R? 0.137 0.199
N 2,000 2,000

i ARTEIREHERN FERTHREFERTHRZN (5) OLS BT METHRE  LEE
TBAERATIBRAVEER {HIRMEED -SEBH I EEESMME—EEESER T
Paw | Do | ABIRTGEER] 10% ~ 5% ~ 1% 2 EGTREEKE o
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x5 REMAR CNEBINREEEREER LA IR

NG_COMP4 NG_COMPMIDDLE
POST = POST = POST = POST = POST = POST =
HItR6F HIR8E HIR10F  RIR6E HIRSHE RIRI10EF
g2y (1) (2) 3) (4) (5) (6)
POST 0.085* 0.091* 0.087* 0.358** 0.375** 0.394**
(2.187) (2.320) (2.317) (8.473) (8.978) (9.809)
STD _SALE -1.192* -0.847 -0.401 -3.419™ -3.203" -2.653™
(-1.995) (-1.470) (-0.754) (-5.266) (-5.192) (-4.639)
STD_OCF -1.497 -1.621 -2.430 -1.265 -1.308 -1.591
(-0.856) (-0.953) (-1.563) (-0.666) (-0.718) (-0.953)
SALE_ GROWTH 0.021 0.037 0.061 0.024 0.038 0.064
(0.405) (0.716) (1.242) (0.426) (0.682) (1.210)
OCF 1.621** 2.208™* 2115 1.738** 2.168™* 2.026™*
(5.427) (7.837) (8.317) (5.352) (7.190) (7.416)
MTB 0.004* 0.004 0.003 0.003 0.003 0.002
(1.652) (1.526) (1.418) (1.027) (1.011) (0.955)
ROA -0.150* -0.135* -0.077 0.001 0.019 0.074
(-2.208) (-1.948) (-1.154) (0.018) (0.253) (1.024)
LEV -0.513* -0.557 -0.505" -0.351™ -0.402% -0.354
(-4.234) (-4.929) (-5.026) (-2.665) (-3.325) (-3.278)
SIZE 0.347** 0.369** 0.316*** 0.424* 0.427%* 0.374**
(7.617) (9.219) (9.027) (8.559) (9.983) (9.958)
BIG4 -0.163 -0.279* -0.303* -0.392" -0.497 -0.495"
(-1.471) (-2.692) (-3.218) (-3.248) (-4.470) (-4.892)
LOSSPROB -1.210™ -1.264* -1.266™ -1.365™ -1.446™ -1.418™
(-9.718) (-11.105) (-12.181) (-10.084) (-11.872) (-12.707)
Constant -3.106™ -3.210™ -2.807* -4.017* -3.979™ -3.633™
(-8.275) (-9.576) (-9.541) (-9.844) (-11.092) (-11.495)
Firm FE Included Included Included Included Included Included
Year FE Included Included Included Included Included Included
R2 0.143 0.172 0.173 0.216 0.241 0.240
N 2,626 3,077 3,395 2,626 3,077 3,395

i ARTRIIRRFIERN FEEEMREAFERENRZENX (5) OLS BEAMMTZ G RE - 1E

BT BN AR BRAELER o  [BIIRRIERF - SEHZ

===
EFRAR

Py v Tog s Do) BRIRINGER10% ~ 5% ~ 1% ZERIGTEBEKE o
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T (DAFess = i SRR E E L] ) BB RD 5 Rt e R R G L Ry
FEZEE FIRAMIER > - MEIEE RS EURAE TR - EREER 5 BI405R 6 Panel A K
Panel B flT7x © 7% Panel A 1 » POST 81 NG COMP4 #1 NG COMPMIDDLE = 1F- |7 %8
Z (t{ES R 2.289 K 6.934) -+ {F Panel B #1 POST Hil NG COMP4 W& 53 2 1E (7]
% (¢{EHky2.139) » POST 82 NG COMPMIDDLE 2 FFAIRIRMAEREE (t{HR
1.361) -~ AWFEl Rl — N EER A A RE sk B R A B A - BEEmE - LiE
A RBERAIEIEE T R E E AR R R EE A - R EA S E

EVN
A ©

T~ B AN 5 B — ¥ S 18 & R B iR 5] (POST _CDI ~ POST 2010t02015 J

POST 2016) B3] 2%

B BR TR | (C&DIs) Ryit /& & Fy T A% Reg. G THRARYSES » MRS A
& B 2% - 5 [1E 2010 &1L - 5351/ 2011 ~ 2016 K 2017 F-14
IMERT © 2010 FEEANB R A A FHETREIELEKERET - AIHREFEEHEE -
NS B ar B AR B TS B BRI R EI ] - 2011 RSN RIE A S I E G
& (Compensation Discussion and Analysis) 75 8 a5 FHIE NGB ERIE - T8 FHEFE
FENFERIERMERAER - 2016 FHEHI A R ER S A HBUR R R E AR EER 218
JoRs - Bt —IF AR EER B RENARE - HE W AEIFIEAFI KR AR » EE5F
FELFEREIERAERAER - 2017 - HIHR B B RERTTE T T & OF 28 S I AT (AL A U 75 PRI
HEEMAIFAREEREN  EETIRATREERMEREMR -

7E Bt KAERTH - DL 2010 F i EBEFRE B METE H K 2016 RS FE R
sEFRIE AR EREY TR B AT REEOR  (HEEIEFRS [ UIEER - IR AR S
JEA Bamfil it - A EEE TR E ARG R TR o AN i R S e S SO AH B R
METHHMZE  FHE A EEEE RO NI ESREETE - 5
— » DL POST_CDI {E Fufir & 2010 A B Eia 5 MEETEs (W2 - HERT R
2010 2 RAVFERE R 10 17 2010 F 2R3 E R 0 « 55+ K 2010 31tk
& 2015 F 2 HAVHAFELR | (POST_2010t02015) » EAfRy 0 < Y POST_2016 AIE
Fohy 2016 F 2 RAVHAMER E Ry 1 > HA S 0 o ARMFZE DA i 7 SR 15 9 28 g
BEFES [IEIERUZ 2 » EESAS A2 7 Fi7x - POST_CDI Edn] fhig P 2 & midE ({8

24 AKHFFEHE Compustat 5T TEARAHAR A T A S 23 RS L E - AT =433 B LR
il - BEE - BUSE R PG4 E% i (Healthcare, Medical Equipment, and Drugs, Business Equipment) *
FEMS - BUES S FE T 0 ( Computers, Software 2 Electronic Equipment) - il FE¥FERAS H 7 A A
WHoE 2R LR ZESE - 25 F Bl Compustat #EFT = A HFEIRYEZE » E B AT HERR -
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#x6 REMAR AT ERRERC

B/ 488
L

Panel A BTN EREER

Panel B BERR IR 3R EHE AKX

HIEEEAR
NG_COMP4 NG_COMP NG _COMP4  NGP_COMP
MIDDLE MIDDLE
o (1) (2) ®) (4)
POST 0.093* 0.321** 0.173** 0.109
(2.289) (6.934) (2.139) (1.361)
STD_SALE -0.475 -2.807*** -2.840* -3.574**
(-0.662) (-3.439) (-1.756) (-2.236)
STD_OCF -1.396 -1.317 -5.135 -3.755
(-0.705) (-0.584) (-1.474) (-1.090)
SALE GROWTH -0.041 -0.025 0.085 0.062
(-0.713) (-0.392) (0.695) (0.514)
OCF 1.361*** 1.633*** 0.123 0.846
(3.808) (4.016) (-0.136) (0.946)
MTB 0.004 0.002 0.004 0.003
(1.346) (0.452) (0.762) (0.549)
ROA -0.249** -0.109 0.202 0.353
(-3.260) (-1.249) (0.716) (1.263)
LEV -0.286* -0.172 0.036 -0.109
(-1.901) (-1.002) (0.118) (-0.361)
SIZE 0.309*** 0.455%** 0.240 0.305**
(4.772) (6.172) (1.637) (2.104)
BIG4 -0.113 -0.368** 0.064 -0.065
(-0.892) (-2.558) (0.231) (-0.241)
LOSSPROB -1.323** -1.483*** -2.031** -1.941%*
(-8.403) (-8.278) (-5.742) (-5.548)
RD -1.713%* -0.670
(-2.590) (-0.891)
Constant -2.820*** -4.228*** -2.546** -3.203*
(-5.246) (-6.911) (-2.006) (-2.553)
Firm FE Included Included Included Included
Year FE Included Included Included Included
R2 0.141 0.200 0.103 0.113
N 2,000 2,000 808 808

i ARTRIIRRFIARER FEEEMREBETRZENX (5) OLS BERATZ AT HRE - WE
BT BN ARBRAMRER o  BIVRRIERD - BBBZERFZEMR—HBHERE -

r* NI 10

d
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Ry -5.157 ; -8.441) - BEURAERG TR HEREMEEETES 12 - JEAFEEERAT L
RN s TAERETE (2) K (4) BRI » POST 2010t02015 F; POST 2016 Hl5y
H 8L NG COMP4 (t {8 5 -5.309 ; -4.133) K NG COMPMIDDLE (t &}y -9.420 ; -
9.668 ) HIRHIREY 2 & A HIEREE - 5HUR « BMIEEZEIIEH 785 B eS|
RIREE R HIR B - BB BRI IR AT A AR v Ll M 2 SR B EERUER -

AN~ BRIE o B — o3 B Bl JE 8 G B R T AR 2% (FORECAST _ERROR) B e i #2 %

(ANALYST_DISP) SN IE 22 28 2 63 AH PR 2 B S 15 RA A I B 1R

SINTETEE RS B E—(dEEE YA (Lang and Lundholm, 1996; Fran-
cis, Schipper, and Vincent, 2002; Frankel, Kothari, and Weber, 2006; De Franco and Hope,
2011) > Hope (2003) #5 Hi & /2~ B2 Ha 88 M N - 73 B Al B PRI R e KT o0 AT
Al HA B A s i & HTE I 2 F] &2 8% (Behn, Choi, and Kang, 2008; De Franco et al.,
2011) o BRISEAHH TR 53 BT E A SR R ER FHIHIURR 22 (FORECAST _ERROR) K THIHI
HIBEETE R (ANALYST DISP) » T fEU B BE B R1R » AT AT & BR THEL 2 45 &
WORYENME (BIRRZERUN) - DURT Mhn e R IR BE BORE B 5 e i) - MHBA P
8y H Heflin, Hsu, and Jin (2015) - E#THG LN 2808 o T RTERBE R (ANALYST
FOLLOW) » /NTEVE AR #4185 (LOSS) » A FEIRILEE (AGE) ~ & FEL 1R
EEELLER (INTANGIBLE) ~ FiRIE B S8 A8 EAGEE E LR (SPECIAL) DL R
WRIEHES RHEESEEE (D_SPECIAL) % - FREFERAIZR 8 Arr - B (5 REL T
BHY R THHER =R R A L8 (1B -2.549) » BEASHTAITHIIAIRESGE B RY
BRI R MNLERE (t{Eh -1.716) - B EFEMRE R B EE WL - JF
INFRRIERE AL S AT 1T IR A R A R TH I E B A BATERY - 3R 8 BUBRAR A
FEAIRA & (R T >

£~ BN B3] Black et al. (2021) " HERRIHZ A —B Ik UNCONSISTENCY) |

Black et al. (2021) FURFZEERET B BSHAZ IO e+ B I N ER B AR T BERRAYIH
HEF - frEANEHESEE NN - HEFEGRIE A AR GE B JERIE
AR RN AL O e EARATE < B T HESIHERIEZ — BRI 2 - AR 9R(h i
Black et al. (2021) FYERIELE » ERUEAF 2009 F£2 2015 F£EHY S&P 500 KHYZA
H o R R FEE R PR TE B AR S - &A% BARBUR A 2 1,081

25 I AT Al B EORE BRI BRAS B A TR o A A PRI HO B A SE B Heflin et al. (2015) R=Ff
BURRAR A BIE TP AAR] © AW 785300 o3BT Bl TH I RR 22 AR A S st 28 B 5 oo AT AT e A P
REARUSAAHIR] - B RERE A AR 2
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F7  ERIMIMTITHIEEIBERAFREIE5] (POST_CDI ; POST_2010t02015 &
POST 2016) B#fiz &

NG_COMP4 NG_COMPMIDDLE
B (1) 2) 3) (4)
POST 0.141* 0.169* 0.431*** 0.625**
(2.377) (2.362) (5.802) (7.141)
POST _CDI -0.329*** -0.618***
(-5.157) (-8.441)
POST _2010to2015 -0.346*** -0.738***
(-5.309) (-9.420)
POST 2016 -0.428** -1.316***
(-4.133) (-9.668)
STD SALE -0.354 -0.344 -2.746* -2.674*
(-0.313) (-0.305) (-2.118) (-2.143)
STD_OCF -1.793 -1.784 -2.545 -2.488
(-0.450) (-0.449) (-0.653) (-0.661)
SALE GROWTH -0.041 -0.039 0.003 0.017
(-0.446) (-0.419) (0.037) (0.194)
OCF 1.550** 1.534** 1.680*** 1.562**
(2.352) (2.323) (2.683) (2.508)
MTB 0.005 0.005 0.002 0.004
(1.369) (1.433) (0.736) (1.184)
ROA -0.209 -0.210 -0.094 -0.100
(-0.900) (-0.904) (-0.480) (-0.513)
LEV -0.313* -0.310* -0.212 -0.191
(-1.847) (-1.819) (-1.241) (-1.127)
SIZE 0.393*** 0.395** 0.506*** 0.523***
(4.378) (4.392) (4.632) (4.966)
BIG4 -0.109 -0.108 -0.370** -0.369**
(-0.762) (-0.766) (-2.008) (-2.098)
LOSSPROB -1.302%* -1.278** -1.458*** -1.293**
(-3.488) (-3.423) (-4.219) (-3.805)
Constant -3.405%* -3.425** -4.343** -4.489***
(-4.392) (-4.405) (-4.719) (-5.014)
Firm FE Included Included Included Included
R 0.144 0.145 0.226 0.253
N 2,000 2,000 2,000 2,000

i ARERIITR (6) EERAMZ AR WERE T BEN AR EBRARLER o ¢ BIIRIESR
e BB ERFADREMR—OBEEREK Ty~ T 0 T DRIRTERI10% 5%
1% Z E IR ERRE KL -
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&8 EFRIMIT— O NENBERTRAIRRE R B AR EERINRPE AR BEMER B E(E

BRI FEI AU RE (R
(1) (2)
B FORECAST_ERROR ANALYST_DISP
POST -0.354** -0.049*
(-2.549) (-1.716)
POST_CDI -0.126 -0.078
(-0.565) (-1.409)
ANALYST_FOLLOW -0.656* -0.098
(-1.672) (-1.191)
MTB -0.015** -0.005**
(-2.042) (-2.073)
SIZE -0.238 -0.057
(-0.870) (-0.800)
LOSS 0.583*** 0.129**
(3.436) (2.577)
EARNVOL 0.167 0.026
(1.057) (0.754)
SALE GROWTH -0.194 -0.221%**
(-1.179) (-2.588)
AGE 0.179*** 0.042***
(3.232) (3.673)
INTANGIBLE -0.159 -0.064
(-0.165) (-0.366)
SPECIAL -0.871 0.014
(-0.635) (0.042)
D _SPECIAL 0.314** 0.145**
(2.003) (2.552)
Constant -0.200 -0.080
(-0.150) (-0.185)
Firm FE Included Included
R’ 0.055 0.074
N 1,965 1,917

i ARTEIROLS BE AT MEHRE  WER T RIENARBRAVELER  ({BEIITHIERS -

BB ERF
ZERIRERE

SRR — BT
IKEE o

° F*J N
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5o BRE 0 AWFFTUYH Black et al. (2021) BT & 3> 0 E & E i INCON-
SISTENCY » {H R 1| A FEIRTRIEA SR LHEH » HMR 0 - HEAGRE
%% 9 Fir » JEAEIRER T Fhlse it (NG COMP) BRI E| B2 (E pR (POST) 2 SR
PRl R A #2H] INCONSISTENCY TABHEME » 38 BRI R B (8 R M= ] ELig
PERUFEER WA g Z B BERRIEAA — R MR iAo - B RPERRIERY R —EE (V-
CONSISTENCY) R 5 AFENFEEER T ELIERYRZ 2 - RING RE R Mk e -

J\ ~ BCEHERAS 3K

TEEEIME TR » FRAF1Z2% Chen et al. (2021) TEFEET S (E R ETRIE AT EIER
B VLGS (qualitative characteristics) 2 B2 2 AT BL B Tea% et - HEdH A=A A
At EENEIEEEE R - RIREIEFREZENRSEERBERMHINAF  ET 1
1 ANEEIRAICE ; BRI G B ] iR B - B FFH BCE %
AT Z b 2 Z 8 (Difference-in-differences; DID) 4747 » E.tt TREAT Fy— %
B HERBAFERAHMAREIIEAREEEFEE R 1 (Fim Level) » % 10
EIRECE B IE SR o TREAT*POST H1 NG COMP4 F; NGP_COMPMIDDLE 2
TEAHRE (716 1.961 5 ¢ {H 2.369) - BURTERCEHR AR Z R 2 2= BN FEE
EZT  FEREBRERIARNE -

B ~ #S5m

FENREERENE R HATECR B R EA TSP e I E B E &N - =
ETER (ANRBREE G MR R &S ) HR I —&RRIE A REI =L
RyE—EH AR ERZ TR - B EEE SRR
FEE R K BRE A ARSI S - R A ATRE e 2 8 - HATRBEREE G LA
BB BRI E RS - DERRE G SCER A R HER B 2 IR AR R R AR LA
= o WO FEI B E (B R i E R IR AR B R E A a B Z B 55 qLA
Bt HIZ 2B E (B R - B2 A RIRIR A& SR vl LRI R S0 -

26 Black et al. (2021) 7 & HEBRIE H 1~ —289 5 2R Yok Compustat & B H i o5k -
$9 ~ IR H=HEE BB - S0 R A SHEEREIIG R FEOE - B AR Z B — 28U
HIPEER LB EEIE H o s —E R BER S SeE - HIRE 2Ry T BERRIEZ A — 2 5 - flan -
— AT t RV PR B SEAEIE EH - AR -1 R A SR EZ I H AV AR Z B -
ATBEREZ A FITERRREZEH EH 11T R £ BB HIZ MY —2 « 11 Black et al. (2021) &
INCONSISTENCY (EHFEE) FEFy 1 A FHE Bt OE B8R EE H b (B —3E)
SRS B RIRAS — B R TT Rl -
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RO EBIMIMAT—IE4%IBlack et al. (2021) " BEBSIE 2 ~—21% (INCONSISTENCY) |

NG_COMP4 NG_COMPMIDDLE
B (1) (2)
POST 0.138*** 0.115**
(2.660) (2.238)
POST_CDI -0.202*** -0.250***
(-2.702) (-3.346)
INCONSISTENCY 0.007 -0.011
(0.062) (-0.101)
STD_SALE 0.405 0.313
(0.422) (0.326)
STD_OCF -0.196 -0.250
(-0.082) (-0.105)
SALE_GROWTH -0.037 -0.016
(-0.649) (-0.272)
OCF 0.812 0.937*
(1.600) (1.850)
MTB 0.004 0.003
(1.326) (1.244)
ROA 0.206 0.447*
(1.156) (2.512)
LEV -0.069 -0.088
(-0.386) (-0.495)
SIZE 0.262*** 0.224***
(3.564) (3.054)
BIG4 -0.017 0.002
(-0.089) (0.009)
LOSSPROB -1.678*** -1.652***
(-7.701) (-7.597)
Constant -2.618*** -2.560***
(-4.349) (-4.262)
Firm FE Included Included
R? 0.145 0.154
N 1,081 1,081

i ARFEIRIEHER FERTEHRZERX (5) OLS BEAMMMZMAEHRE - WER T BHEMNAR
ERAVIRAERR < ({BIIRIESRT - BEBC ERFASRMR—BBERR ", T Ty
DRIRTER 10% ~ 5% ~ 1% ZERIGEREE KL o
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=10 Faobn i (BCHRABRIERRZEREN) —FEARRERZ AILLEEEYT
ZIFEARBREFERE < BB S K B RIRAR

NG_COMP4 NG_COMPMIDDLE
25 (1) (2)
TREAT 0.103** 0.062
(2.276) (1.474)
POST -0.155*** -0.136***
(-3.861) (-3.665)
TREAT*POST 0.113** 0.127**
(1.961) (2.369)
STD_SALE -0.047 -0.308
(-0.074) (-0.511)
STD_OCF -7.253*** -4.612%**
(-3.921) (-2.947)
SALE GROWTH 0.023 0.051
(0.297) (0.740)
OCF 2.255*** 1.507***
(4.858) (3.656)
MTB 0.005* 0.006**
(1.794) (2.079)
ROA 0.573** 0.561**
(2.237) (2.164)
LEV -1.159*** -1.048***
(-9.131) (-8.713)
SIZE 0.082*** 0.083***
(6.246) (6.912)
BIG4 0.175*** 0.122**
(2.595) (1.992)
LOSSPROB -1.137*** -0.895***
(-12.720) (-11.276)
Constant -0.594*** -1.526***
(-3.139) (-6.877)
Industry FE Included Included
Year FE Included Included
R? 0.378 0.465
N 3,807 3,807

i ARTEIINEAER EEEEHR LR (5) OLS BRAMZMEHRY - =BT BENATE
HRROTRAERR o (EDUTMIESRT - SR ERBSMMF—WBBERK - ) T T,
1% 2 GRIREEEKE -
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AT A R S E IR BB (S YA F)ETTER S - A6k De Franco et al.
(2011) ffr S 5T &R v ELER MR AU B SETT (551 - B RER AR EIREEEH
% JEAFERERET AT L R N - BURERE AR Y - W R R
JEIS IS - BHERE B RAOBHEN  AWgeET T EEE - m o BIREEE
{ERIVHIRIIER - BRI SIR RS B R B REHA TR BEE G R E -
AL R EEHALE IR I © H2X » Black et al. (2018) fEH » — il Rt ag R
KA TR A IE ARG o B T HERNERE AT i B EE G R
W AT S INET IR RETHPR R AR BT » REEEA R HE
VR TC 3 = B B (RD) s 55— Ry i hiF oE 38 I = Hi A1 PLBOR B 78 3 I IR AN e
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TEEESN T - B - HIAIE A R B AR AE R 0BG e 25 fl R T B 5 RS 2 B 5T
T ATRERZ ] LI - A BRI S IE e B AR B B B RER IR
P o HR o ZRINAGUREIRINE BEE F AR - o iTERIE AR e TH AR B A %
T R BEBURE IR - B2 - ARBF5R{/ 18 Black et al. (2021) FEfIHERRTE . —E0EEs
M FIRCR SR E B ER - ik - AT ISR R 2= Rz = R e
TTHIE » FEEE SRR -

AHFFRAIIRE AERE - () IEAREBREEERERE T SEAFEEEER - i
AW AR A FI A B S AR - R R SRR ATHHLE F 5 Q) &K
e R B E (BB R IR AR R BR 2 AT LLER I IR0 28 - B H M BE (5 sy
TR 1% S HIE (1 FA S T EM TR - R AR A AR 78 vl $1 1 B (2 B R AN R FE A 78
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The Effect of SEC’s Comment Letters on the Comparability of
Non-GAAP Earnings

Ting-Wei Yen, Deloitte & Touche
Sheng-Yi Lo, Department of Finance, National Sun Yat-sen University
Chi-Chun Liu, Department of Accounting, National Taiwan University

Lin-Hui Yu, Department of Accounting, National Taiwan University

1. Purpose and Objective

The widespread use of non-GAPP earnings has attracted the attention of the United
States Securities and Exchange Commission (SEC). Former SEC chairman White (2015)
states that the overuse of non-GAPP earnings measures about earnings releases may be a
source of confusion. SEC have been using comment letters to monitor companies in order
to improve their disclosure. Therefore, this study investigates whether SEC comment let-

ters help enhance the comparability of non-GAAP earnings information.

2. Literature and Hypothesis

Financial Accounting Standards Board (1980) provides the following definition
of comparability: “Comparability enhances the usefulness of information by allowing
investors to compare similar information about the same entity across time and about
one information about another company.” Previous studies have provided evidence
that comparability has benefits, including a reduction in information asymmetry (Leuz
and Verrecchia, 2000; Choi, Choi, Myers, and Ziebart, 2019), restatement of financial
statement and an increase in analyst forecast accuracy (De Franco, Kothari, and Verdi,
2011; Neel, 2017). Our study focuses on whether SEC comment letters can enhance the
comparability of non-GAAP earnings.

SEC comment letters are a direct method for the SEC to monitor the critical
accounting and disclosure decisions of registrants. The SEC requires companies to provide
additional supplemental information. The purpose of SEC comment letters is to improve

understanding of the disclosure required in the filing of documents provided by a company.
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How do SEC comment letters enhance the comparability of non-GAAP earnings?
When a company receives a SEC comment letter, it is required to respond to the issues
raised in the comment letter, including correcting disclosure content. In support of the
idea that comment letters can improve disclosure quality, Johnston and Petacchi (2017)
find that companies receiving comment letters can reduce information asymmetry, and the
earnings response coefficient also increases. Bozanic et al. (2017) discover that companies
receiving comment letters experience a decrease in information asymmetry and litigation
risk. Therefore, when a company receives a regulatory letter regarding non-recognized
earnings, its information content is more likely to align with the SEC’s requirements for
non-GAAP earnings. It will make non-GAAP earnings more comparable.

However, some studies also find comment letters cannot improve the quality for
disclosure if the requirements of comment letters are related with manager’s private
information (Robinson, Xue, and Yu, 2011; Kim, Kim, and Musa, 2018; Cassell, Dreher,
and Myers, 2013; Cunningham, Johnson, Johnson, and Lisic, 2020). This is because
disclosing additional information may increase disclosure costs, such as by raising
potential competition costs and processing costs (Beyer, Cohen, Lys, and Walther, 2010;
Cassell et al., 2013; Robinson et al., 2011; Blankespoor, deHann, and Marinovic, 2020).
We believe that company managers will consider the costs and benefits of complying
with the requirements stated in comment letters. Therefore, we propose the following
hypothesis:

H1: SEC comment letters related to non-GAAP earnings do not affect their comparability.

3. Research design

Our study explores whether SEC comment letters can enhance the comparability
of non-GAAP information. We obtain analyst forecast data from the I/B/E/S database,
financial condition from the Compustat, and comment letters from Audit Analytics. The
full sample contains 2,000 observations. We follow prior research by focusing on firms
receiving SEC comment letters related to their use of non-GAAP measures. NG_COMP
represents the comparability of non-GAAP earnings. We use the model provided by De
Franco et al. (2011) to establish the dependent variable (NG COMP). The empirical model

is described as follows:
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NG _COMP, = a+ B, POST, + B, CONTROL, + ¢, ,

where i is the firm index, ¢ is time, and a and f; are the fixed effects for the year and firm
i that control for market-wide changes in the information environment and unobserved
heterogeneity between firms. The variable of interest is POST, an indicator variable
representing the number of years since a comment letter is received. For the 4 years prior
to receiving the first comment letter, POST is set as 0; the post period is defined as the 4

years after a comment letter is received.

4. Research Results

The empirical results reveal that a significant positive association existed between
NG _COMP and POST. Therefore, the comparability of non-GAAP earnings improves
after the firm received a comment letter. To enhance our confidence in inferring causality,
we perform two robustness tests. First, we repeat the analysis with periods of 6 » 8 and 10
years. Second, considering research and development expenditures could affect the use of
non-GAAP earnings, we control the effect of R&D expenditures in the regression model.
Further, we conduct four additional tests. First, the issuance of non-GAAP Compliance
and Disclosure interpretations (C&DIs) could have effects on the non-GAAP comparabil-
ity because C&DIs provide guidance of disclosing non-GAAP earnings. The main results
still hold after we control for the non-GAAP C&DIs. Second, we use analyst non-GAAP
forecast error and dispersion to test the effect of non-GAAP comment letters. We find both
the non-GAAP forecast error and dispersion reduce if companies receive non-GAAP com-
ment letters. Third, we control the inconsistency type of exclusions in our regression mod-
el. Our results still remain the same. Fourth, we control firms matched on industry and size
that receive no comment letter in the test firm’s event year. Our empirical results remain

the same.

5. Originality and Contribution

Our study examines the monitoring effect of SEC comment letters on the

comparability of non-GAAP earnings. We measure the comparability of non-GAAP
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earnings based on the model provided by De Franco et al. (2011). Our results show
that the comparability of non-GAAP earnings is improved after firms received non-
GAAP comment letters. This suggests that the quality of information disclosed can be
improved through direct SEC reviews of a firm’s filed reports. Our findings also contribute
to the understanding of non-GAAP earnings comparability and SEC enforcement.
Although many studies have explored comparability for GAAP earnings, research on the
comparability of non-GAAP earnings is limited, with the notable exception of research on
voluntary disclosure. Previous studies have examined the effect of legal regimes on the
relevance and reliability of non-GAAP earnings (Kolev, Marquardt, and McVay, 2008;
Heflin and Hsu, 2008; Black, Christensen, Joo, and Schmardebeck, 2017), but the impact
of the SEC review process on comparability remains unclear. Our research contributes the

stem of non-GAAP legal regimes literature.
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2L ¢ https://www.sec.gov/Archives/edgar/data/2969/000000000016066442/
filenamel.pdf

Dear Mr. Crocco:

We have limited our review of your filing to the financial statements and related
disclosures and have the following comments. In some of our comments, we may ask you
to provide us with information so we may better understand your disclosure.

Please respond to these comments within ten business days by providing the
requested information or advise us as soon as possible when you will respond. If you do
not believe our comments apply to your facts and circumstances, please tell us why in
your response.

After reviewing your response to these comments, we may have additional

comments.

Form 8-K Filed on January 29. 2016

1. In your earnings release, we note you provide disclosures that you identify as

“EPS”, “Net Income”, “Operating Income”, and “EPS Guidance” that actually
relate to non- GAAP financial measures. Please revise future disclosures related
to non-GAAP financial measures to not use GAAP terminology when you refer to

non-GAAP financial measures.
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B E
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Dear Mr. Yoor:

We have limited our review of your filing to the issue we have addressed in our
comment. In our comment, we ask you to provide us with information so we may better
understand your disclosure.

Please respond to the comment within ten business days by providing the requested
information or advise us as soon as possible when you will respond. If you do not believe
our comment applies to your facts and circumstances, please tell us why in your response.

After reviewing your response to the comment, we may have additional comments.

Form 8-K filed January 25, 2017 Exhibit 99.1

Please refer to the non-GAAP reconciliations of financial information from continuing

operations on pages 14 and 15. For each reconciliation and for each line item (other than
intangible amortization), provide us a schedule of the “specified items” showing the

amount and description of each specified item.
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