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EM2 4 o | ZFEUX t p ik | St | EH)t
1 0.0081 0.0532 —0.2288 0.0015 0.2631

BTD 2.15 0.0325
0 —0.0049 0.0346 —0.1301 | —0.0028 0.1028
1 0.0026 0.0134 —=0.0320 0.0000 0.0901

DNDTL 0.72 0.4736
0 0.0016 0.0079 —0.0213 0.0000 0.0414
1 0.0173 0.0705 —0.1825 0.0200 0.2061

DACC 0.86 0.3885
0 0.0088 0.0748 —0.3846 0.0073 0.2350
1 —0.0001 0.0062 —0.0250 | —0.0000 0.0485

DEP 0.82 0.4153
0 —0.0007 0.0054 —=0.0377 | —0.0000 0.0125
1 0.0009 0.0053 —0.0079 0.0000 0.0318

COMP 0.11 0.9093
0 0.0008 0.0055 —0.0179 0.0000 0.0282
1 0.0066 0.0336 —-0.2214 0.0011 0.1638

SEC 2.10 0.0374
0 —0.0090 0.0710 —0.7031 | —0.0006 0.0908
1 0.0032 0.0403 —0.0641 | —0.0001 0.4078

PBD 1.01 0.3134
0 —0.0008 0.0124 —=0.0939 0.0000 0.0516
1 —0.0004 0.0050 —0.0484 0.0000 0.0116

ACC -1.12 0.2659
0 0.0001 0.0017 —0.0092 0.0000 0.0082
1 —0.0021 0.0345 —0.1537 | —0.0018 0.2073

OTHER -0.83 0.4070
0 0.0047 0.0792 —0.1384 | —0.0022 0.7775
1 0.0698 0.0672 —0.1034 0.0629 0.3248

CFO 1.96 0.0516
0 0.0526 0.0631 —0.1645 0.0462 0.2335
1 0.4407 0.1960 0.0540 0.4509 0.8348

LEV 1.36 0.1744
0 0.4054 0.1880 0.0419 0.4026 0.9140
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@ & FREpzel Mu
t 4 | EM2 | BTD |DNDTL| DACC | DEP |COMP | SEC | PBD | ACR |OTHER| CFO | LEV
EM2 1
0.145
BTD 1
(0.031)
0.049 | 0499
DNDTL 1
(0.469) | (0.000)
0.058 | 0.068 | —0.046
DACC 1
(0.388) | (0.315) | (0.490)
0.055 | 0237 | 0.055 | 0.133
DEP 1
(0415) | (0.000) | (0.414) | (0.048)
0.007 | 0120 | —0.002| 0.073 | 0.038
COMP 1
(0.909) | (0.073) | (0.965) | (0.280) | (0.568)
SEC 0.139 | 0201 | 0.015 | 0.058 | 0.060 | —0.023 1
(0.039) | (0.002) | (0.822) | (0.386) | (0.368) | (0.729)
PED 0.069 | 0432 | —=0.014| —0.115| 0.003 | 0.104 | —0.017 )
(0.305) | (0.000) | (0.831) | (0.086) | (0.958) | (0.121) | (0.791)
ACC —-0.076| 0.036 | —0.002| —0.014| —0.009 | —0.022 | —0.005 | —0.022 .
(0.258) | (0.590) | (966) | (0.832) | (0.891) | (0.736) | (0.930) | (0.736)
R =0.055| 0304 | 0354 | 0.033 | 0018 | —0.031| —0.762| —0.156| —0.015 1
(0.412) | (0.000) | (0.000) | (0.619) | (0.782) | (0.644) | (0.000) | (0.020) | (0.820)
TFO 0.131 | 0.040 | 0.007 | —0.485| 0.013 | —0.025| 0.097 | 0.110 | —0.011| —0.111 .
0.051) | (0.551) | (0.912) | (0.000) | (0.841) | (0.710) | (0.149) | (0.103) | (0.867) | (0.100)
LEV 0.091 | 0020 | —0.061| 0.004 | 0.102 | —0.013| 0.164 | —0.018| —0.120| —0.127 | 0.008 |
(0.174) | (0.761) | (0.365) | (0.943) | (0.131) | (0.840) | (0.014) | (.783) | (0.074) | (0.058) | (0.905)
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<E 5 #H9 glo| 730 ME gles

y - EMR=1(N=108) EMR=0(N=112) 2k
H+)el Hl= =(—)el gz (FelT&)
BTD 58(53.70) 50(46.30) 50(44.64) 62(55.36) 1.80(0.179)
DNDTL 82(75.93) 26(24.07) 83(74.11) 29(25.89) 0.09(0.755)
DACC 64(59.26) 44(40.74) 64(57.14) 48(42.86) 0.10(0.750)
DEP 50(46.30) 58(53.70) 55(49.11) 57(50.89) 0.17(0.676)
COMP 55(50.93) 53(49.07) 61(54.46) 51(45.54) 0.27(0.599)
SEC 68(62.96) 40(37.04) 51(45.54) 61(54.46) 6.72(0.009)
PBD 49(45.37) 59(54.63) 57(53.77) 55(49.11) 0.67(0.412)
ACC 57(52.78) 51(47.22) 65(58.04) 47(41.96) 0.61(0.432)
OTHER 44(40.74) 64(59.26) 41(36.61) 71(63.39) 0.39(0.529)
CFO 95(87.96) 13(12.04) 94(83.93) 18(16.07) 0.73(0.389)
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<# 6> o|aaz|m FLHEM2)S Fd&= x0|2M (BTD)

BTD>0 BTD<0

e EM2=1 EM2=0 A EM2=1 EM2=0 oA
(N=59) (N=50) (N=108) (N=50) (N=62) (N=112)

DACC 0.0181 0.0166 0.0173 0.0059 0.0113 0.0088

DEP 0.0012" -0.0020" -0.0001 0.0006" -0.0020™ -0.0007

COMP 0.0017 0.0000 0.0009 0.0016 0.0002 0.0008
SEC 0.0174" -0.0060™ 0.0066" —0.0080 -0.0100 -0.0090"

PBD 0.0077 -0.0020 0.0032 0.0011 -0.0020 -0.0008

ACC -0.0000 -0.0000 —0.0004 0.0003 —0.0000 0.0001

OTHER 0.0078™ -0.0140™ -0.0021 0.0257™ -0.0120" 0.0047
CFO 0.0777 0.0608 0.0698" 0.0584 0.0481 0.0526"

LEV 0.4390 0.4429 0.4407 0.3925 0.4160 0.4054
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oI RIS wol A RS ALRIE JIA SIS Bl ¢ 4 A0 B0 A

<3 7>& olo)A T AREMDS] DNDTLO] HH)3l He} &3 Avos 78S & 2
718 ool AABEM2 = )T} 0|9 2AE 817 B ABEM2=010.2 EFa}e] %
o

E 7>& EH, DNDTLO] K H)Q Je ()R] JAoz Fiate] dAHate] AT
AAFES FAT 23, ALUFACEOANA &l Jdo] Fo4F s%ollA FoJ2 oz A yet
Wtk o] DNDTLO] 4%l FTho] 321 Jdrth ARHFACEOS =/ Wriethe 2 & + A
o whd, A @A B ADACOS] AF- A Ftto] 29 el vsted A UEhto 2l F o]
A FA%th. DNDTLS 71502 7} Y 2k B9 zlole o] 24 HEM2=1)°] OTHER7} <]
TFF 5% FrfH R A e, ACCE ©]ZAS A B2 JHEM2=0)0] fro]Zo=
=7 Yelsith. DNDTLO] 291 739 OTHERO|A o] JZAHHHEM2=1)0] F-2]5FF 5%0lA 213
°2 3A Yehgth

A x}o] : BTD>0 2A[E{ZLO| - BTD<0
W% H e
¥ 7 t P gz t P

EM2=1 0.0181 0.0059

DACC 0.11 0.9130 —0.38 0.7030
EM2=0 0.0166 0.0113
EM2=1 0.0012 0.0006

DEP 2.54 0.0127 2.64 0.0098
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A Study on the Earning Management through

Using Temporary Book - Tax Differences

*

Kim, Seon Gu®* - Han, Woo Young"* - Hong, Jung Hwa"**

{Abstract>

This study will identify the predominant approaches used by most top managers according to
their motivations of earnings management to avoid earning decline.

We collected data from the financial statements and accountant’s reports of listed enterprises
between 2004 and 2006. Financial statements were available in the KIS—VALUE database of Korea
Information Service Inc., while the data associated with tax adjustment were acquired from the
details of deferred income taxes stated in the comments of accountant’s reports.

The results of the study are as follows :

First, on whether the temporary book—tax differences and the changes in net deferred tax
liabilities can be additionally useful to discretionary accruals, we found that the temporary book—
tax differences were additionally useful to discretionary accruals as a measure for the earnings
management to avoid earning decline.

Second, to find out which factors are applied to the earnings management, correlation analysis,
one—way ANOVA analysis, etc. have been used for 6 different components of temporary
differences. We found that equity method investments have generally been used for the earnings
management to avoid earning decline. However, in the logistic regression analysis, equity method
investments are used also for the earnings management to avoid earning decline.

In conclusion, through simultaneous analysis on the earnings management for avoiding earning
decline, we found that the method to use the temporary book —tax differences and the changes in
net deferred tax liabilities could be different in the usefulness depending on the motivation of
earnings management and on the components to use for earnings management. It is also meaningful
that we can extend the scope of existing studies by learning that each method depends on the

motivation for the earnings management to pursue.

<Key words> Earnings Management, Earning Decline, Temporary Book —tax Differences.

% Assistant Professor, Hansei University.
s President, Han Woo Young's Tax Office.

s Professor, Kyungwon University.



