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NERIEIMESIREITA

R1 gt

Variables Obs. Mean Min 25% 50% 75% Max Skewness Kurtosis
DA, 3451 -0.00261 -0.78325 -0.04034 -0.00207 0.033743 0.533383 -0.01368 11.24348
DA, 3451 -0.00089 -0.81661 -0.03587 0.000266 0.036196 0.577342 -0.57089 14.80981
BRDate, 3451 88.36424 12 75 90 10 121 -0.75723 3.017353
BBRIag, 3451 1754854 -100 -10 1 14 100 -0.16105 4492687
FBRIag, 3451 -0.06172 -61 0 0 0 92 5831274 4742018
SIZE 3451 9.293581 6.487252 8.988175 9.281459 9.577408 11.78012 0.201069 4.643781
AGE 3451 10.03274 2 7 9 12 108 4095599 81.00193
REV 3451 -0.54439 -833.287 0.012683 0.041507 0.095236 114.9333 -39.4646 1826.185
CFO 3451 0.376135 -9.7968 0.0366 0.2748 0.62 2255 6.203545 1615918
d, 3451 0.372043 0.0424 0.2493 0.3487 0.4954 0.8383 0.391486 2.376042
INST 3451 0.14654 0 0.006185 0.059829 0.214261 1.012202 1609959 49523
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N ERIENEG 5i5IET

R2 DAEXRER

Variables DA, DA,  BRDate, BBRlag, FBRIag, SIZE AGE REV CFO d, INST
DA, 1 0.165%%* -0.0553%** -0.0045 -0.0183 -0.0183 -0.0814%%%  0,0577%%*  -0.5481#** 0.0048 0.0141
DA, 0.1234%#%* 1 -0.046%#* 0.037#* 0.022 -0.0509%**  -0.0807%*** 0.0041 -0.0861%** -0.0247 -0.0149
BRDate, -0.067#%* -0.0521 % 1 -0.5047%%** 0.0456%#* -0.1302%#* 0.1407##%  -0.174%#%  -0.1569%**  -(0.1412%** -0.2103%#*
BBRlag, -0.0075 0.0213 -0.5389%#* 1 -0.0202 0.0358%* -0.0446%#%  -0.0421%* 0.0011 0.0111 0.006
FBRIag, -0.027 -0.0158 0.0493%##* -0.039%* 1 -0.0519%## -0.0067 -0.0586%**  -0.0475%** -0.0087 -0.0801##*
SIZE -0.0131 -0.0275 -0.1109%** 0.04571%%% -0.013 1 0.0095 0.1904%#%#*  0.3379%**  (.2322%** 0.4266%**
AGE -0.046%** -0.0549%** 0.1169%%#%* -0.0364%* 0.0038 -0.0114 1 0.0643%**%  -0.0676%** -0.2319%** 0.0958**%*
REV -0.0053 0.008 -0.0384** 0.0019 0.0139 0.0971%** 0.0108 1 0.2596%**  (0,09327%*%* 0.3966%**
CFO -0.4329%*%* -0.0789%** -0.067%** 0.0101 -0.0062 0.2043%%%* -0.0257 0.0165 1 0.1298%*** 0.30571%%**
d, -0.0083 -0.0363** -0.1226%** 0.0131 -0.0138 0.2589%** -0.2147%** 0.0258 0.0762%** 1 0.1065%**
INST 0.0179 -0.019 -0.1856%** 0.0096 -0.0225 0.3902%%*%* 0.0521%** 0.0268 0.2274%%%  0.]1114%** 1

E AR 0% RPFERHE (REKRR), ¥ 7 5% KFERH (REKLE), ¥ AR 1% KPEEH (REKK). TR

&3 DAREREA S FEEET

SEEEA
Variables Total
2005 2006 2007
Constant -0.0220 -0.0126 -0.0705 -0.0662 0.0320 0.0545 -0.0552 -0.0531
(-0.674) (-0.383) (-1.460) (-1.368) (0.538) (0.898) (-1.011) (-0.960)
DA, 0.08297%#% 0.0808%#* 0.0414 0.041 0.0478 0.0421 0.136%#* 0.135%sk*
(3.855) (3.778) (1.500) (1.484) (0.935) (0.837) (4.409) “4.417)
FRDate -0.000330% - -0.000274%35% - -0.000422%53 - -0.000287%#
t (-5.022) - (-3.264) - (-3.560) - (-2.589)
BRDate - -0.000188%# - -0.000215%% - -0.000112 - -0.000244%%x
“1 - (-3.300) - (-2.600) - (-1.061) - (-2.610)
BBRIag, - -0.000640% - -0.000865* - -0.000864* - -0.000309
- (-2.103) - (-2.396) - (-1.683) - (-0.644)
FBRIag, - 0.00562 - 0.0138##% - 0.000614 - 0.00751
- (1.558) - (2.716) - (0.0908) - (1.362)
SIZE -0.00110%% -0.00106%* -0.002827%% -0.00278%% -0.00262%7% -0.00241%55 2.04e-05 -1.60e-05
(2.511) (2414) (-4.132) (4.021) (:3453) (3.183) (-0.0495) (-0.0384)
AGE -3.89e-05 -3.95e-05 -8.49e-05 -8.78e-05 793e-06 -8.43e-06 0000250 0000262
(-1.108) (-1.140) (-1.588) (-1.628) (-0.159) (-0.176) (0.574) (0.595)
REV -0.0416%5# -0.0416%# -0.0725%#5% -0.0725%#5% -0.024 4% -0.024 4% -0.0587# -0.0587%#%
(-5.010) (-5.004) (-11.80) (-11.74) (-2.803) (-2.787) (-10.54) (-10.52)
cro -0.00902 -0.00980 -0.0297 -0.02947%* -0.00235 -0.00334 0.00439 000413
(-1.131) (-1.230) (-2.606) (-2.642) (-0.160) (-0.226) (0.296) (0.277)
p 0.0427%3% 0.0406% 0.0644%75% 0.06377#% 0.00955 0.00318 0.0660%# 0.0656%%
! (5.395) (5.173) (4.739) (4.723) 0.772) (0.254) (5.927) (5910)
INST 0.00652 0.00555 0.0128% 0.0126 0.00185 0.000240 0.0101 0.00974
(1.089) (0.923) (1.679) (1.644) (0.167) (0.0217) (0.872) (0.837)
opirion, -0.0220 -0.0126 -0.0705 -0.0662 0.0320 0.0545 -0.0552 -0.0531
-+ (-0.674) (-0.383) (-1.460) (-1.368) (0.538) (0.898) (-1.011) (-0.960)
Tl PR ] fac ] ] ¥R ] PR 21
FE PR ] - - - - - -
Obs. 3451 3451 1060 1060 1188 1188 1203 1203
Adj-R? 0.226 0.227 0422 0422 0.111 0.117 0.346 0.345
F-value 4,695 4,605 9,347k .71k 1.72%% 1.88k - -
s N T, MBEASFISY AR — B W - -, ARIR SRR

L B RE A I A e B Y ) 55 4R LA TR I GUNT G th T DA A IE 61

IS L 3. MK . R R ey 0T PIEIRETRATHEAR Dy - 7R DA ZMTERAL IR
10 55 L L T 57 0 A sl 24 B B e 5% DA/ AE DAR T4 B 7L 65 DA B S BEA,
JE,ET AR e S A T AR A, (R 1 AR RIS GE, ik RIRSCPRBERR I RS, R AR AR IR A, RIS g
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A PR AT RE R AR C,  TTAE 4 52 B B N ) B e, AR
T A PO, BB 1) B A A PR AT R M B8
T2 B i o) 0] 5 T A 2 A A B B A OG5 B, TR
Bl 0 ] 285 5 AR 2 A P R B AURE OG0 B T 24 B R
BflE 22 ik, TAHERNAEFHE /N, BT DA il BBRlag
ERAIE 25y, Iz S Rl 43530 i B BBRlag /N T
ZH, DU i B ) 22 BN DA KR, T 7E BBRlag K T4,
P BE I 0] 22 80K DA BN 5 SE00, SEBRPEER ) 22 5 R
A AT E S IR A G HOR B 25 (2005 A1), ik,
Ik LY 5 AT T N LA Bl R B T 1 A 22 A A 2 A
) 20 AR A B, T W Y 0 A A T 24 B ) Y A
AR AR 0y O Z A B, X e N W R A R P R R
etk ARG, A7 L W A 2%, R A A wI (i @
R4 EDARSHERKER

Variables DA>0 DA<O0
constant 0.207%%% 0213w 0,234 ~0.228%%%
(5.583) (5.570) 6.260) (6199)
on 00191 00179 0.0264 0.0249
’ ©719) 0676) (1.329) (1.252)
FrDate ~0.000127 ~0.000236++*
' (1.846) (3.258)
BRDate 344e-05 ~0.000136%*
1 (0.545) (2.250)
SBRla 0.000493 ~0.000282
9 (1.238) (0879)
. ~0.0150%# 0.0208%#%
9 (3.939) 4598)
e 0.000187 0.000213 0.00120%k% 000126+
(0.565) 0637) (299) (2918)
AGE 0100-05%k%  8.90e-05%H* ~9.626-05 -9.726-05
4.59) (4.516) £0.759) (0754)
rev ~0.0419%#x 0,049 00160%%% 00161
(7990) 7967) (2684 (2682)
ro 000107 000222 0.0174% 0.0176*
(0136) (0.282) 1909) (1937)
. 0.0296%% 0.0282%% 00132 0.0n7
' (3.490) (3.362) (1.582) (1397)
ST ~0.0167%#x ~0.0170%#+ 0018955+ 0.0180%#+
(2703 2751 3.210) (3.044)
woinion 02074k 0213wk ~0.234%8% ~0.228%%%
pinion.,, (5.583) (5.570) (6.260) (6199)
F£E ksl 26 2] 1=
il ksl kil 2kl Ak
Obs. 1667 1667 1784 1784
Adj-R? 0317 0317 0121 0121
F-value g4 820w 43000 414505

TEFEZE B, T4F DA S5ANE DA 1S AR [
1R TE AR DR T HLAE 3 AR BEARAS HR R BORIE, UL B AR
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The Research on the Relevance between CFO Compensa-
tion and Earnings Quality of Chinese Listed Companies
Mao Hongtao, Shen Peng
Southwestern University of Finance and Economics
Abstract This paper investigates the relevance between CFO com-
pensation and earning quality of listed companies in China. Accord-
ing to agency theory, we predict that CFO compensation plan can
react significantly differently to extraordinary items, earnings before
extraordinary items, accruals and operating cash flows, which reflect
earnings quality. Our sample is composed of 1127 firm-years from
2005 to 2006. We design three models to test our hypotheses. Prior
empirical research finds that CFO compensation is not significantly
relevant to earnings quality in Chinese listed companies. In contrast,
we find that, following the improvement of corporate governance, the
CFO profit-oriented incentive compensation mechanism is gradually
formed, which makes a breakthrough compared to the previous one.
Our results show that the CFO compensation plan reacts significantly
differently to extraordinary items and earnings before extraordinary
items, but fails to reflect the differences between accruals and operat-
ing cash flows. This finding implies a “function fixation” phenom-
enon. For our further study, we then divide the whole sample into two
subsamples. The subsample analysis indicates that CFOs in elimi-
nated loss firms are more likely to manage earnings, because of the
inappropriate weights assigned by the current compensation plan to
extraordinary items and earnings before extraordinary items. Again,
this result implies that “function fixation” also exists in earnings
before extraordinary items. Tests on the profit-smoothing subsample
indicates that weights assigned to extraordinary items and earnings
before extraordinary items are appropriate and CFO compensation
plan can better distinguish between accruals and operating cash
flows, but still not significantly. In the sensitivity analyses, we revise
the previous three models and further test our hypotheses. Results in
sensitivity tests are consistent with our hypotheses and all of our main
results. In conclusion, to improve the CFO compensation plan system
in Chinese listed companies, we need to solve the “function fixation”
effect of CFO compensation contract on accruals and operating cash
flows, while improve the CFO compensation plan in companies with
earnings management problems.
Key Words CFO Compensation; Earnings Quality; Earnings
before Extraordinary ltems; Extraordinary Items; Accruals; Cash

Flows from Operations
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Information Environment, Timing of Annual Reports
and Earnings Management for the Coming Fiscal Year
Wang Xiongyuan', Zhang Peng®,Gu Jun
1. School of Accounting, Zhongnan University of Economics and
Law; 2. Guanghua School of Management, Peking University
Abstract It is widely acknowledged that both timing patterns
and the dealings of accruals are essentials for the corporate disclo-
sure, especially for the mandatory ones. While earnings manage-
ment, a key technology that is widely adapted during this proce-
dure, instead of facilitating its neutral operation, renders private
gains. (Schipper, 1989), the strategy of disclosure based on the
timing patterns can help the managers to amplify the effect from
the good news but to eliminate those from the bad ones. Numerous
researches indicate the relationship between the earnings manage-
ment and the timing patterns. Specifically, Yue and Lee (2005)
asserted the earnings management be detected via this negative
relationship. In this paper we extend this research, arguing the ex-
istence of influence from the timing pattern of the annual report to
the earnings quality next year. To be specific, we argue its effect
of estimation on the earnings management for the continuing fiscal
year.Using a sample that contains 3451 firms listed on the A-share
market of China from the year of 2004 to 2006, this paper inves-
tigates the relationship between the timing patterns of the annual
reports and the magnitude of earnings management in the coming
fiscal year with the concern of the information environment. We
find the negative relationship between the reporting lags of the an-
nual report and the discretionary accruals next fiscal year, calcu-
lated by Jones Model, and it is enhanced when the annual reports
were prepared under better information environment, for firms
with clear auditing reports and high-quality CFO presented. The
result reveals that the timing patterns of annual reports have signal
effects on the estimation of earnings management of the following
fiscal year, which is significant for both institutional governor and
investors on their decision-makings.
Key Words Timing of Annual Report; Information Environment;
Earnings Management
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