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Abstract

This study examines the incentives of listed companies to adopt the second revisions on the
reclassification of financial assets of Financial Accounting Standard No.34 (FAS 34). The
second revisions on FAS 34 allow firms to reclassify trading stock investments from
financial assets measured at fair value through profit or loss to available-for-sale financial
assets during the 2008 global financial crisis. The empirical results of this study show that
debt covenants restriction is a significant factor affecting firms’ decision to reclassify trading
stock investments to available-for-sale financial assets. Further, companies which would
report a decline in earnings from the previous year’s before the reclassification of trading
stock investments are more likely to reclassify those assets to available-for-sale financial
assets. Further, the results also show that the amount of reclassified trading stock investments
is related to the debt covenants restriction and the reluctance to report a decline in earnings.
Our results provide evidence on the incentives of Taiwanese listed companies to reclassify
financial assets that are exposed to the reporting risk of fair value accounting during a global
financial crisis.

[ Keywords ] reclassification of financial assets, debt covenants restriction, earnings
management
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B e s HERIEE 34 SR/ ¥k T BRpE AL AT ERREUER] , - AR HUE REMRTE
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2008 FAEZ B IR R Fe e - SR E N AEERIETE Y& 28 S0 S B 5 B e
BT » BIFSEET#ERIZE 58 (International Accounting Standards Board; IASB) 2
2008 4F- 10 A 13 HE&FE 1R IAS 39 K IFRS 7 2B 1E » e i iU SR E & - JH 2 HUE
MBI e a1 HE R 2 B g /R el 2008 4= 10 H 17 HEAGHE IASB [FHEFT & R4
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FRH R THE A E B RIEETE - EREZ SR L BEE TS - rER
RLSE R3¢ 2 BER EIE NI T IR B AR E =R - U B e E EMEEE
FATE » DAJRGHE <2 Bl ol 2 S R B A 1 & (BT -

PRI - ARKAERTING IR SCE B 2 EF - S8R eEFiE FVIPL SR E S IE Ry
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REE IR E A\ SE R iR E R R W MR E N (E/NEEL IS - 2008 3 FEREE -
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WEHERFHENREM B FEEE MY - fRHHRE FaHEAR RS E
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2008 FRIREREIEHER T HeM¥EE A BN HREERIN - —REEZ/NF
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IREN—fREEZEFT T < FVIPL S BUEZE » JRS A PR 1T & Bl & 2 B 7 JRE R THUE TR
FV/PL &R EEEY | Rt &S M&EE - SARNES R ZERIRYZE &
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B YN SRR R e fil & i B 5 S 2 RS T T 2B DLl R 788 52 (Kholmy and
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R—MESRE A FEE R AR FEM B RS R A HEEAZZE WL - fEESEL
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RN KRBT E S —RERLNFMBHRET R EISE - ACHEE R
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AR RIFE E Fo N R E R BN Y AR . SRS E - NMS E o R MR 2 sREE
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& H R E M EH A& E - Kholmy and Ernstberger (2009) 7RCABRIMERT T2 5451 - #F
FRATEMEEE S ERE B - MR RE R ERTSREE=E BN E
B SRR JERIGET) o ArHTERE AN B R 25 B2 L H ] ELEEEFH R - Quagli and
Ricciardi (2010) DABIN 71 ZZs @iy A TR » 5 5mis BB SR Ze i A FIER T Ml
EEBESEHEZHEZE OGRS mEER LR - AT RERE IR
T2 SRR A B RE T EENRRMEZ SR AT BEARITSMEEZES
KERUTE » BLAN » BRSO T E A A& LR A s 2 SRR A F] - A EAERTT
SEEEESE - EETEIHAR - BRSO R R E AT I B BN SR TER AT
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(2011) DA 2008 5 =F—fE .o FEAEZ M ESHEE R - FEETRE LA E
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BB ER LT~ TCRIE AFFEF A K BHERMR AR LA F] - A EA 2R T 34 57
NI RERTRUE - IHh > BZoUREHEE S ILRGS - AR - TR
BHTEMZZ AT TCRIEHFFFALF K FHERM R R AR > EOEZEmT
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e e8] P SRR R B B £ SR 34 B ¥ — RAERTHLE Z W 7225 DA B —fike e
.2 RN RIS ERA - WIGHE T A FIRT 34 SR A I RIEFTHUE Bl =]
EZRBABE - Hor B2 (2009) M R ERERTT 34 SRR RIEETHUE Z A FIRFIE -
B FERR A 73 RS (2009) FRDATRE— MR SE 2 i B dl it seieAs -
{EARBERRA FRRIE S FERTARFT A FV/IPL SRE & RS TE B2 AT RE (JRRIRZ
SCWARBPEFRE T HERT FV/IPL SERIEE T 0 ZEA) - BHACRBER(ER A BRI &
FEZNF] - HAH PR AN RE G B R A5 R AL M AR A 2 R RE 5 S - RS E R AR
M REBHE TR A FGHE - ISR R BRI - IRAFCEIRI 2
TRy AR B H G FNFRETR FR - #EE A A FRE IR AT YA FIERAT 34 5
N RERTRE L8 - Rz E SR BHERMEREER 2 AR - REAPRT 34
BN RERTHE - AR A FIRLAETE] - B0 ER - BEER - ITRTTER R
ERABFTEOR B F R e A REIT PR - AL > ASCHIETRE (2009) ZHf
FEEEZEBIFER » AR A RN E TR A FV/PL A S RlE 7 M ik
HETT 34 BN KERTHUE . Z A BE » (B E 2 MERTHRFA FV/IPL IRERESMEE L
NFEIFIAERERAS - DB Rt s 2 BERE - AN - ASCEENHET R e R -
RLAUETE] - FHEA) » B EHERESRNH A A B SRR ERE M EEE R
Rt EEMEE R - MIERR B RIT 34 PN M REFTRUE Z ARG
8~ IRATRCEER I Fe 5 e KBRS % S N AR AR -

= EEBORER

B SN HEARA A S T BCREER Z EREToE - R HE T a et i B S R AR T
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1982; Teoh, Welch, and Wong, 1998a, 1998b) - i #& FH ) _FFAFE &8k ~ ] e zeR s &
BRI b HAGER AR EE Z B -

Hagerman and Zmijewski (1979) iff5EEZEHRNFE ~ #T8E ~ IEIKEGR IR 8
RINEZEE - BREREREERSHE AT KT MRABUGHRA R BIEHEFEEA - i
FIET D PR 2 TR MERALAIETEIREEEA - FSH AR A2 m] i &
BRAVE ET BRI 71 -

Dhaliwal (1980) & Lilien and Pastena (1982) DA HZER & SR B i) » £ /A ]
HIERS AR E AR GEE G A28 SRS A BB ENZ
AIREME » St A R SR PR T IS R B BRI D B BRI BN MR RS I & ET O E S
i SR N R 5 LA AN B B A S IR 31 5 A B8 2 FHRA - Bowen, Noreen, and
Lacey (1981) WFFCAGSRINEREREA B BUER A Z F B H P 2 G5t Tk E R EE
FAHRA -

Watts and Zimmerman (1986) 2t & 7% & 5 ¥ 5@ (Positive Accounting Theory;
PAT) » DIRLHIETE] « B RBUERA SR TR - Sl R T BOR 2 B
B8 BZoCH e SR B B ARG B AR R B AR - S A E RS S S PR
ZEER  REEEEH IR - AMERBUAKARGR - & A REREA R EAZEE
HAZ B8R 2 G AT BUR - [L4) Teoh et al. (1998a, 1998b) DL & /A BH #1722 (Initial
Public Offerings; IPOs) K IR HGE ~ {3 (Second Equity Offerings; SEOs) £ »
BT EEAMBT MM E N KT S FOUREN  AFIRE R A
17 R IR B I E HI R AL R BRSPS R DA I B2 B

BANLAHER (1997) DA et G B S Es T E H EmE e EH T H - HETEIN £
AR RENERIT RETZERLAETE] - B RBOERAZ 228 - HTehs R
W #BEIME - BUARAR BRI A 2 BEREHIT R » (HESCE RS HALFGTE]
BB 2 VAR AR E AT R BB - M E Y - EEEERR M R
(2004) AT Bz AN EDRERA - BT BRSO GERITE B2 A3 - B SRS
REUTEERE R LR S 2 B2 - B0 DRI A FTREER T Al RGN ST & 7
% e

B EAaRATFIETE] « EHEA RBUBRARZ RSN » 2R TR & A T 5B
T iR LR BEENEARNY MR FEHAESEEBREE TR
(Hayn, 1995; Burgstahler and Dichev, 1997) - Burgstahler and Dichev (1997) DA&zER%E )
BUE R PING - iR e E B BB - B2 SR SR S B A R e o W 2 A R BR
KEERBA - B Z R LR E TR o LY - Degeorge, Patel, and Zeckhauser
(1999) #L{H Burgstahler and Dichev (1997) Zfft5% - BEaTbZE G R & MR & AR TE
WM B e e - FIeAS SRR AR i n S B TRIAR - RERIA DU
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al., 1981; Lilien and Pastena, 1982; Watts and Zimmerman, 1986; #R'E 155 - 2004) - e
Z2ERIK /D (Hayn, 1995; Burgstahler and Dichev, 1997; Degeorge et al., 1999) » #5027 ER (K
A4 M 7EE] (Burgstahler and Dichev, 1997) K& AT H75K (Teoh et al., 1998a, 1998b;
MEMSE » 2004) Z 5228 o KIHASUERIBBZERTT 34 AR _REFTHE AR T
THEARER - PR =TEEZERTT 34 S AW — KEFTHB ZR&EFH A - 535 AALFET
&~ EBHEIRE R BB HF R R - 55 DR RS e B E T
34 BN RIEFTHE -

=~ WFEEER

Watts and Zimmerman (1986) W75 - HAE N AET » EALFIGHE 2 02
A AR EAE S 5T BCR 2 i - e B AR BURBZEAIALFIET 812
KU 2 S A e 51 152588 (Hagerman and Zmijewski, 1979; Zmijewski
and Hagerman, 1981; Lin, Lin, and Tsai, 2004) - Balsam (1998) iff 727K £ i I F1 51 #1122
FIELEr AT B ERAERA I R R RS R EA BRI T i IR R AR AT EGE - IR
FRAT 34 BRANHR RIS E Al B & AR FVIPL Iy R E SilE i o RE RS -
HiEmREY N EERER IR MERER » e EREFEE 2T &R « BUR
e B S s P RSN B RL L3RR S B i B TALHIGHE o AR - FHEAERS
B PR B AL LR A S 2 A2 - HAH R A M ERTT 34 SR A S RIEETH
TE LASEIE R BRSO TR R AR —(EHER AR A0 T
BR1: REFERTYE  FERSBERAB I L EFRASI LN AEGHKIT 34 3%

IR ZIREITZRE -

TEEFBHEARIR T & B FEERES LR R e MR - B E A g A
FREER Gt 71 - LB RN S BIER A2 DL S & WE R TR - 20PRHI I
FoldeE ~ AFIEEER - B M A B R E RS (Times Interest Earned) 25 DA
BN 2k (DeFond and Jiambalvo, 1994) o & 2\ & il (5 B 2 1 s sl E s 225
PRI A B i B A RSB A RE i U 1) BR AT AT 3G 1B 3 K2 B 2 & &1 U715 (Watts and
Zimmerman, 1986; Dhaliwal, 1980; Christie, 1990; Wang and Kao, 2005) ° FHfA {3 ] #E
HERAT 34 5 N s — RIEFTHE R EH B R EFEFE DL B SR A REER T &
ERIATREMEZEHE - Al - BN EGEA R - AT LIRS R SRS B E et
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Hayn (1995) k2 Burgstahler and Dichev (1997) %37 - (b3t Qe E KRk - H
B ZU A R AR - HhAh Degeorge et al. (1999) * Matsunaga and Park (2001)
FAHRETG (2002) Mo/ R Bl E Rt S R ar 2 A A - iSRS E KA S
HTHAZER B o MTAMZZ BR TR SR - (AL - ASCTHEAR S A - JHRT R AR M AT IR &R AR
HO MR R AR ERE K E AT R ERME MR THIA R - R Em BT 34 SR A —
RIEFTZHEIBR Z FVIPL IR E E BRI E - DRSS .2 &8k - HLAh
EART e KIN T RER BN F B ER B HLZ [tEH]A] - Teoh et al. (1998a, 1998b) HF7E#E ¥
NEIRE RAFFET R SNSRI E 2 AR UG I E S &8 - B - &
SCFEER 2008 R E R B MEEE IR I E 2 AN E] B EEAERTT 34 SR A K
BETZHUE - FFAEAERTT 34 SR A REFTZHE » DIREHE 2 &ER -
FLHA it B R B T B TRIAHIRH & HE 5 - AP FEER DL MG 3 ZAHREIE R -
Bt 3(a) : HeBFRTE » EoANIBHEANHARGBZ O EFEMEEKRIT 34 KA
o REITZHT -
B 3(b): RbBFERAE > E5RANIBARLAMEZI LR EARIKRT 34 /A A|/=K
BE3TZ T -
B 3(c) : ReERT % E5ANIBREA>ITFARZ D EFEMESHRIT 34 5%
PN IRIEFTZRE
B 3(d) : RERTE  EXHAFEGARLTRXAMERLETZILEREMES
AT 34 /M _REITZINRE ©

2 MRDE
— B 3 R
AW e H B R e FB B S ERTT 34 SR A —REFTHUE B 5 Z EHLAGT
# - EREY - REVEEERE SN B - WLl Logistic BB AR E AT RER -
AR SR B SO R > IR E RS A ARHRE 2 PR HI s B - f3X (1) FRA DAkl

4 ASTDAFEARFE S EEHTE A ST 34 SRR _IESET B B E B R HITEE. ERERCR - AL
IR LA B R HARTREN MR 2 ARAS - i 2 =) R RE b s B (B S 1 R (A IR AR 2 R -
HIELHE AN FIERTT 34 BRI RIERT 28 FE R ECE RN B NG EL 3T -
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Bt — 2= A FR G ENRLAETE] - 530 R M erE B S A PR 1T 34
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Logistic SEEFEF G FHAGRAGEER(REL - LN RS IH S 8 BB AR -
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EEAT 34 BRI T RIBETHE - B FVIPL B 4 BhiE 7 0 M s e i H R
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TE Ryt B A2 S PE RS AKLAZR B AR bhR 2 AR B g - HETE AN = (EE
BIERSTAL + EPE RSN B EEBR AL ) S AL R ER - IRIBALFIETEI(RER - Bt
FLFIETEIZ 22 RKEAFFRRTIEEEEE R ZR 2 F T EBER (Watts
and Zimmerman, 1986) - FHA R ZERRTT 34 SR AR _KABFTH E % - &R
FV/IPL IR EeMEEE S EEMEHESMEE - R EFEERRNY]
e REWRFEERL - RIRBERR —ZH#m  ASCTHIARE ERE T
FLZ FRMAERIERTT 34 958 8 — REFTHUE IR =& T8 2 K188 » S HAh
BREEAEIAIT - RE B BONUS JER IEAIZRH{R » /RET o, >0 ©
2. TIE (FIEMRIERGEL ) « FEDEREEGEORGESEXM A EE -
AP 2008 4 5K E 43 RE R 2 F S CR R A Bk R 22 2 R E - BRI S IR IR A
B (R 2 2T E TIE - IRIBEB RO - BEIOEQTTREMERR &
HHE A BT AT B IS R BBk 2 ST ECGK (Watts and Zimmerman, 1986) » Al
RIS 2 HEam - A SCTEIERE R RME 7 2240 2 S R M M BR 1T 34 98
W KB ETHLE DU IS 8 2 8% - BE M EGRFFERET - REELTIE [Ef
AmZRBAf% > /KB a,<0 -
3. DECREASE ( ZEMEFAHTHA ) + F AN/ F] 2008 4F 224 AR B 43 FHRT A AR R R
A —FEEZEBRER 1 TR 0 - IRIBERR =2 o S Ryt s
EIERIA T A 75 RIER T R ERE THBCE - DIREE T e - R H AR A FE
' » RE £ DECREASE &R 1L ZBAR > JREN o,>0 -
4. LOSS (A ZfR ) « BHHEANT] 2008 FRFEERESHEAER/ N0 E R L &
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ARy 0 - fRIB(RER 3(b) ZHEqm » A A B Rt R 5 & AR T A A R ERA T 22 B
EMECGE - DIEEE AR R EMERFAEET » RE Bl LOSS FERy IE[A 2
BA1R > IREN @, >0 -

5. ANALYST (ZERMEFR s HTaEITEIA ) « DIEEARS F] 2008 FEE A S B S nim e
—RZ ST THIA R BR Ry B vE - S ARl TH A &2 8% 2 BRI B A 3R Y 2= ) TR
Tz - FEEAN/AH] 2008 G 2 5 % 28R FIIE A W 44 DL B 2 S fr Rl e 1T TR
Bf o HIDAESEEEEE B MR TER 5 ANALYST DUR SRS &2 - HEALNT]
2008 2 AR E S FERT 2 R BRI AT TERIE R 1 - SRR 0 - 1R
e 3(c) ZHam » AREA BRI & TR TEEN A 35 RIER1T B AR E BRIECE - DA
EmE e R RICEEMEEAEE T - RE B ANALYST JERIEAZRRR » IR
Bl a>0-

6. CAPITAL ( B R LGRS E ) « BHERALENR 2008 F R E K _EriifEag
e EE R 1 TR 0 - IRIB(RER 3(d) ZH#HEsm @ BERRESHE
B ETHERTRE SRR TR E PR - DS E AR - R e
FHIAIT » RE B ANALYST JE R IEMIZRBAGR » JRED 0,>0 -

(=) E#%R

1. TS (FV/IPL & EHR&E & EFRT A AL LR ) « DIEZER 2008 58 = KHF
B Z FVIPL e EREeMEE | iV EElEZ ° 5RO (FV/PL &l
EEMENESMEE BERBAVFEEREY ABRZ SMEE — E5ES/M

- ERES ) HVEEE  HRAFIRESIEAFE TS e E R

RERC BN FIREERIT 34 A _REFTHE » MASCRIFF A Z TSR Z
R ERAIERTT 34 98 A — KEFTHE » KRR - RE B TS
&R TEm.Z Bif% » JRE a,>0 ©

2. PLED (EBEMILER ) : DL 2008 FEE RS RS/ FUBENE B ES - B
BRI (2009) Wroeas iR - EEE M ILRESE .2 A F - AEERIT 34 5 AR
C“XRERT » I - ASCDAE R E IR R e mi i s - DRI R E AR
NERERITMFLAF _REFTHAEZZE T HEHMEHEHERT - RE &
PLED JE £y 1EA.Z R f% - 7REl a,>0 -

3. BIG4 ( KIUZHFT) « {2FEM 2008 -2 AR S &% 2 R 8 - 4

Iy

=

*El

5  FHAA 34 BRATR - XKASETHEFRHL 2008 4F 10 B 17 H =m0 - W E IR E _EriEA T 352 2008
10 A 31 HEMRERITE S ES - HIFHEMWZE 2008 427 H 1 H#E A » JRE[ - £ 2008 4=
10 A 31 HEFFFH FV/PL fl& E 2 (2 EMERIEE S FV/IPL & EE > E M Es
BhEZE » AREHREEESERE _EifE/AE] 2008 4= 10 H 31 H Z MBS #E & - RILDAFRE LA
INEIA 2008 AEES = FEE S SERTRIA 2 FV/PL 1 L5 5 Bl 5 78 AL 1F Ry (R TR 8 o
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KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

AN F] 2008 FEARHHIY R BT &% E R 10 SRR 0 - HRZREZZE (2009)
FeRE Bl - ARSI B &L N F] - BN EAERTT 34 3R AR KBS » Kl
AR VRIS FT AN S P A E A A R R S ERTT 34 S Al — KR T L E %
B U A L IE R AR HADGRAERI S - RE Bl BIGA JE R &AL Z B -
JRE &, <0 ©

4. SHARE (S8 AFFIR L3R )« DL 2008 RS & A 8 (HIEEFERE MR
TRHE ) FFRL S/ LB RN T & - AR Klassen (1997) WFFE38 3 - &P AS
ANFi& tbRanm R - IR PTEART ISR SIREIIREUR - i H A G- FEH]
T » RE i SHARE JERE A Z B (% > 7R @, <0 -

5. INST (#NEFRF R LR ) + DL 2008 4 AN & F7 I B/ Fii il £E AN i Bty & 2 -
Rajgopal and Venkatachalam (1998) e, - & N BB A ZE W IHFE
HABREBEM TR - EAFERE N ELGE A SR - B EATTE
B A B 21T R - AL - AR DU NE RS R I Lh Rt SRS I E B
ERERE - fEEAMGEAHE T - RE B INST FE Ry & a2 Bit% » 7RE0 o, <0 ©

6. SIZE ({E3ERIIE ) : DL 2008 FHIWIHEE E I H A E L - BRI A
AR - EEMIRIE T - R ERER 2 B RS A B 5T R 25 (Bartoy,
1993; Herrmann, Inoue, and Thomas, 2003) * #CASHFST DAL ZE R E Ry 242 i 8 8
DA A NEH B R TR ERAT 34 9 AR RIBFTHRE 22 -

7. ROE (JFHE M=) : DL 2008 - (#HEfE & SR IMTF A — B iR 28/
R A MR B2 - ARIBRFTZRE (2009) fFZE883 - BHESRMR AR AF] -
RIEEFERTT 34 S —RERET » W - AR EHE R BIRH R AR 2SN
BRAT 34 SR AN —RIBETHUE 2 s B WG A L IR FZe i A2 8 » 1 HL A B 4B F]
'~ » RE i ROE JER & A2 B f% » 7R a,<0 -

8. DA_08 ( # I FEETEL ) « DA 2008 4F .2 BA#5 & KLHEF Modified Jones Model {7
B2 -

T BRI IRELER A fil 18
AWEFELL 2008 BB b R EAEA TR g 5 o Al DAREA B RS H 22 A PR
{TE R L E o 0 S2HY 2008 - FEKIE 34 RN — KIEETHUE R FVIPL IR EIRE S

6 ASHaIR R E LA T A0 S - B 18 RN FEIE T A FBRT 34 SEAH Z KIEETRF
FV/PL BER & & o S R R It SR E 2 - EENA SR DAREA R Z 0755 s Ryt oe 5
4e - WAL 18 ZTANFIFIRE S FEA FIEA - B AT aEE A B SRR 2 o JE R - %I RE(R
RN E RS R B AN E -
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EXEERE £25 5518

AlE 7 I B R it B SRS E 2 —REE R E TR T AR SE 2 BEER
DR ERR R B BT A RIER 14 52 - TR E R ERE TR ZIRINER
FHARE - MARABSINUREREMEEE > BECERBM L IR E R eEH 5
(Kholmy and Ernstberger, 2009; Quagli and Ricciardi, 2010; Bischof et al., 2010) - #A1f °
FRAR R ZETT M E R IR - BRI E IR AR — R E S - e E R - SRR
TeMEEE B RS RERGR N —IREX AT - IPERFEEIICEB ZHET -
i H - 345 RIEF Ry ERI T EA - A AL R ESE R e S 5
PRET— IR ZE S TRTT 34 BRI — RIERT Z BB - nI (IR 34 BN — RIEFT IR BIEE
(ERRLIEUNEI) -7 oo T

BT E I ERAIL - ARFTEIGEIN 34 57N — RAEFTHUE i 7RI A FV/IPL
SR R A TR B 3 B N PR IR A © - AR ET ) - E O MERRATH
8 A B ERI A2 - MBI - R ERE AT - B MEEAILET 82 52
IR 201 5 - FRAL T Z M BE R E 28 B & FVEHIGE Az 4.2 23 B A
= ERER R G EREITRE AR (TE)) ARSI - AR EIEAE R EE S
RIS 1 F7s e

« BTG REDHT

— ~ BB G B R B

7% 2 Panel A K B 53 BIF TR AT 9T 2 B AR AN B B RGILATE B 1B S HE - JH B SR E
Gy FEAR AN 8 S 2T R A B R E A B - 2% 2 Panel B H 0 B3 BHAR R
DECREASE -~ LOSS & TS Z V8383 KR RE A Z S8 - BURE 8k
A EOBEATREAMERITA R R R BB AL » B FV/PL =R S s
BRI AIEA - AN - B MEREAR CAPITAL (2 SEHg SR EEZ /NS R B S Sl A 2 S
8 BRI S B AT E R RS E Z R E S TEH IR A
B 5 7£ Wilcoxon i E &5y » B T 8331 7345/ 5] DECREASE ~ LOSS & TS ZH L
SRR R A R B A R T8RN - Wilcoxon 2 E s SR REE R B JERE A TIE 2
FR o B (RN R B JEEA » H PLED 2 U SR R E A » a4
ZTEHH -

7 3 ITE IR Z & R EER 34T o 2% 3 Panel A FI7RE 43 FHERAS FV/PL
B B SR E A S A SR 0 SRR E S BEEART 0 FV/PL LA

7 ARSCPTEERLZ B FHAF LS HR 2008 £EEE = F R BRVUZRERAT 34 SR RIERT L B R EAEL
a °

8  ASCATEENZ HIRFHARASEE Fy 2008 R =FH R FV/PL BEERE SR E 2N F - JREIASC
PR I AE R AN PRIRRFF A FV/PL B feds l 2E I IR PRT 34 BRI — RIERT Z AT HE -
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KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

® 1 KAEREBRE

Panel A K EGE B2

[EFiS

2008 fFz L (#E) AFIHRE 1,352
b A (44)
2008 F—REEZE Fmi (1E) ARKRH 1,308
W 12008 EE=FRIFHE FV/IPL BRERESRMEEIEA - (988)

KRENFZHBERAS (201)
2008 FETEHM A —MEZE FH (1) A7 119
R RIITRESFEEB LA 27

ENMRIRSEEEIL 0 ZHEAR )

B ERTEZEAR 8)
EpaxlEZN 82
RENFEZEBEZEAR 201
REERAEH (ESHRRRESR) 283
Panel B A AT ZEES AR

EX R ENERY BHRARE EXAE ENEFRY BRARE
7K 4 5 EreEs 2 16
B 3 fE 2 6
)i 2 ] 2 2
EVAE i eehi: 6 20 BZHE 4 5
TR 6 18 ke 1 9
BRREE 0 £ 2 8
WIE 1 JHEKR 3 4
SR 0 BF 33 136
#hss 2 11 Hith 8 19
% 1 5 st 82 283
a: AXRLEKE FHIBEARR 2008 FE=FEHHEITEEIFE FV/PL RERESRMEEABRAEES

B Rt AX L EE EFBEARE=FREZ FV/PL EERESMBEEINMINE FV/PL RERESR
MEEENRARIHESMEBEEZAMUR 2B (BIENERIZ FV/IPL IREIRE SRBELRNL ) 1F
RERAREREZEE o LS - AXWB BRI AT ZEHL 2008 FENFEPIFE FV/IPL RERES
RUEE - 5 2008 FENZFCARFBEM FV/PLIREREEMEES  AERESBRITEDFERE
FrE R EREIISEIREE AT —HEZEETLRAMBRZ -

 ESEATRT - B ARRIRERIRTT 34 SRAW _KIEET - BAKRIKNMFREPIBRES RN

R IRBRFEEET R 34 SRARE 139-1 FRARE » #R1T 34 SRAM_KIEFTZ ARANIA ISR EIBE
FREEESRERBKRIICEMEEZIREEE « ARNBERESRZBSLEY - FEM - S8R
ERRE - AXHRBEES A2 AR ZHMIER -
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EXEERE £25 5518

’2 EPERAESERATEBZRLFEHE

Panel A 28817 (N = 283)

s

oy —

it Fiog BgEE . M/ME: n iv2 n HAAE *
PUBARvE - PUBARvE -

RE ENERAKEREE 0.29 0.454 0 0 0 1 1
BONUS(%) BTIAIthx 0.018  0.037 0 0 0.002 0.017 0.255
TIE SRR (S 97.3 2241.62 -3220.060 -11.466 0 14.528 17480.620°
DECREASE ZEREHATHA 0.788  0.409 0 1 1 1 1
LOSS =R 0.396  0.49 0 0 0 1 1
ANALYST  RERIKHSITEMTEEA 0.629  0.484 0 0 1 1 1
CAPITAL NBRITEIRBIRE 0.085 0.279 0 0 0 0 1
TS(%) FVIPL BRI SRR 0.017  0.036 0.000  0.001 0.004  0.017 0.217

EFEULLER
PLED(%) FERIEIRLER 10.911 17.495 0 0 0 19.31 77.020
BIG4 KEVETEFR 0.76 0.428 0 1 1 1 1
SHARE(%) SRR AL 23.189 13.15 5.850 13.53 20.28 29.44 67.080
INST(%) INEIFRELER 6.608 10.133 0 0.2 2.25 7.76 52.820
SIZE ERIE 15.257  1.233 12.826 14.35 15.14 16.092 19.137
ROE(%) JRERBM 0.031  0.117 -0.466  -0.005 0.036 0.079 0.357
DA _08 HRIMEREETEY -0.033 0.39 -0.688 -0.265  -0.033 0.185 0.689
Panel B Z21&%E (N=283)

BEAEEAN REHFEEAR ERBTE

i 58 ARz Y 58 FR{ZEL t{E Wilcoxon
BONUS(%) BIMFIEE=R 0.024 0.005 0.015 0.002 151 1.346
TIE F SRR (SR -135 -1.62 192.1 1.06 -1.11 -2.844%x*
DECREASE RERIR D REHEE] 0.878 1 0.751 1 2.67**  2.362**
LOSS BREREREE 0.476 0 0.363 0 1.76* 1.751*
ANALYST {5 HEMTEHAE KEaE

- 0.61 1 0.637 1 -0.42 -0.426
CAPITAL BEATIZEK 0.037 0 0.105 0 -2.26%* -1.855
TS(%) FV/IPL BB E £RE

R L 0.042 0.023 0.007 0.002 5.83%  9.512%x*
PLED(%) ERTEMLEER 12.334 2.815 10.33 0 0.87 1.823*
BIG4 RBVEFEFR 0.768 1 0.756 1 0.21 0.214
SHARE(%) SRR AFFAGLEER 22.452 17.875 23.489 20.91 -0.6 -0.753
INST(%) HIVEFFRREER 7.252 2.87 6.345 2.14 0.68 0.883
SIZE R 15.308  15.053 15.236 15.22 0.45 -0.192
ROE(%) JREREM 0.027 0.033 0.033 0.039 -0.43 -0.916
DA 08 HRIMEREETEY -0.048 -0.062 -0.027 -0.02 -0.44 -0.696

a RERMRENEERERELERE SO EBIRMEN 1% K& 99% HMIBUZME -
b TIE Z#K{EA 17,480.62 REAB _KKEALARZFEERAIFE /) (1£ $3,000) FTEL » MIBRE KK
AARPRANWEBERAERLBERZLE -
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HeR
RE

BONUS
TIE

DECREASE

LOSS

ANALYST

CAPITAL

TS

PLED
BIG4
SHARE
INST
SIZE
ROE
DA_08

DOERTT B4R AR TIKEETARE 2 B E Y - BERANQTITE 2008 FEIRIT 34 AR

TAERTHS FV/IPL REREEMEAESBARHHESRESER 1> BRIKO0-

D (EERGO + SREEIEASRENL ) HMHIFERES -
D[R EIFIRANERN - ENERRTERHFEER ) MNEER ] —EXXRES

ERTFI B RFEEBUZ P -

DR 2008 FEARENMEIIZBERL - LEREBHEEY  EHEALRRENN

BRIV RTEARERE R 1 BRIAO0-

D IEENL 2008 FEARESMERIZBEERN  LEREHEEL - EEAQRRENE

BIRER R 0ER 1 BRIAO-

P REERR 2008 FERENMARIZBREGES/INRONENTERAZ AR » LIRS &

B2 BEEFAQARRESMEAIZBRBE/ G OERTEER 1> BRIBO0 -

D ER 2008 FZEATISE KRN - LEREBEEE Y - BIEALQTIR 2008 FEKdI

BHIRIR SN ENPIRE R L HiEE R 1 BRIBO-

P (FVIPLEREBEE-TTEMESMEE - BEALAREEENIABRZEMEE —E5

DemEE—BEHUES ) BUBEE -

D (ERTEITRYE / FEIFAREL) X100 ©

D ERAARBUARESMERES 1 GAIAO0-

[ SEEIEAR (BIEESRRIESIE) $SARE/ EBTESMEEL ] X 100 -
D(HMVERBRE BTEIMREL) X100 ©

D HAYARE RN B SR o

D(HEAEEE EERPITRENEN — BRI ) TIORR RS o

© ¥ 2008 FEZFHIRIMEFESTEL - LI Modified Jones Model &2 -

S T A (R I B O R PSR 7 LR A 5% B B R A R B
27% « Hrf1 - 45 6% ZHEALTN FVIPL RERECMAEESE R I E SRS
B BB 67 o %A FS IR R 20% DA b+ BERED S E AT HEA FIE FVIPL RS
SRR IS SR L SERE L -

% 3 Panel B 5II7R E A EEHE AL R IA SR A2 511 - f8 B B AR A T
1 76% 2 A FIRSEH B 42 A BRI AT RARAG 5% DL I FLREHE 17%
N EIRS R TR S A ST Z A o B YRR AR Y 100% DA b - SR SRR A
N TN A Bk S SR AR R B -
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&k 3 EFEBAEREERBREH D H
Panel A BB A SMEESHEZ N

ARBEEEIIABSIEIIRHHESTR SRS ELR RE Batt
1% LUF 28 34%
1% ~ 5% 32 39%
5.1% ~ 10% 14 17%
10.1% ~ 15% 2 2%
15.1% ~ 20% 2 2%
20% Ll E 4 6%*
&it 82 100%
Panel B ERIENNRERETAZ DT
BEMEINEEE S BT REMBEHALL R RE =kl
5% LIF 20 24%
5.1% ~ 10% 12 15%
10.1% ~ 20% 18 22%
20.1% ~ 30% 5 6%
30.1% ~ 40% 6 7%
40.1% ~ 50% 2 2%
50.1% ~ 80% 5 6%
80.1% ~ 100% 1 1%
100% LI E 13 17%
&t 82 100%

BERIRIR | KIBEHRAAT 2008 FEAFEERIRIT ©
a: &\ BEEHGAE -

7% 4 Y17 2008 £FFE H o FHELR B o JHARAS R B 36 Z g e B BRI B AR
16 {EZEZET ° - A 10 {lE Y E B Z B = I B aR P BV NOR B R Z
FEeR I8 - HWAKIEZE - B - BB - (LR ROHBMRENE S ERA
I RSP BRI R o R I B AR P8 - AN - B 9 HESERIR
HOERAZ SR EEG PSR RERE L FREG I R 4 (HEEES
AR Z B R ER P EE N HE SR C ik e g8 - EfGEE SR - ATF
7 (B S E P AR C B R EER PSRN R E R C Fik B ERP I - 5L
MTEER - B JEERANTE 2008 - R B 3 FE AL 455 1 Z B DA RELEC R JRL 72 3 e SR IR L2 R
B -

BEAh - FE5R 4 FrY R Z ST - MEAREE 5 B SERERTT 34 SR A K{ERT T

9 R EEEYIIR 19 (EEESE - MEFE AR 2 [EZEZE (B OEAR ) WA FIERTT 34 SRR —KEFT -
LEAN - RE AN TR - BOESEM MR B AR (L0 - KIRE(8E DL 16 (EZE S fy Fui BL e -
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I’ 4 2008 F2HER E/FBRERARES FHBEKESREBERZFIHH

EX EKEHFERAE BHEREAR
EPS ##Hl EPS EPS EPS %I EPS  E/HD4EEPS
EERE RE FHH - FTHE - TE FHE TE FHHEC FHH- 2S5
(7T) (7T) (7T) (7T) (7T) EPS LE&R -
K 5 0.54 0.27 1 0.01 4 0.67 0.33 1.03
B& 6 0.47 0.40 3 1.3 3 -0.35 -0.51 0.31
2B 3  -1.18 -1.41 1 0.93 2 -2.24 -2.58 0.13
E AL ik 20 -0.76 -0.88 14 -0.6 6 -1.15 -1.53 0.25
TR 18 -0.91 -1.23 12 -1.13 6 -0.47 -1.43 0.67
EIREE 4  -1.26 -1.26 4  -1.26 0 0 0 N/A
WIE 3 -0.75 -0.79 2 -0.97 1 -0.33 -0.44 0.25
EHE 3 0.19 0.19 3 0.19 0 0 0 N/A
s 11 0.57 0.45 9 0.74 2 -0.22 -0.83 0.73
1% 5 0.25 0.15 4 -013 1 1.77 1.27 0.39
EreEE 16 1.62 1.61 14 1.75 2 0.75 0.66 0.14
aE 6 5 4.98 4 7.3 2 0.42 0.35 0.2
55 2 4.69 4.61 0 0 2 4.69 4.61 0.02
BZEH 5 0.2 0.06 1 0.65 4 0.09 -0.09 2
12 9 1.74 1.73 8 1.67 1 2.24 2.2 0.02
1% 8 1.27 1.23 6 1.41 2 0.83 0.7 0.19
JHMER 4 1.35 1.25 1 0.44 3 1.65 1.52 0.09
BT 136 0.14 0.09 103 0.1 33 0.28 0.05 4.6
HA1th 19 1.02 0.88 11 1.18 8 0.81 0.46 0.76

a: EREMETZEBRBERTIIH -

b {EED AR BRREERTI9H -

c ! (ENFEEA EPS B — ENRRAHEEH EPS 158 )/| ENFEEALEE EPS T158 |

d: RUENERZBREBRTIVHETH -

e EEZHHBRRBERTIHEARENIEFEAZ EPS FIHRIR B A AR AZIEF EPS FH9BETEMIS -

kARSI © - RER S AR #HR - oA BT sFkE
pr B L B R R ERILRGE 4.6 (5 - B SO BERIEFREGRZERS EEH EPS [
RN 2 52 RABESERRH —REXZEFRERTEERNZIZE -

7% 5 5I/R RE Sl il g B AH A (R U I p-value » £ RE B iR 8 2 AH R
PEERSY - IFSERE R BN RE B DECREASE ZAHRBA MR B R REE Z IEH (p-value = 2%)

10 <ERUfERERF - AR EE N A REE 2 O T - SRR A 2 AR AT REE AR AR RS T I
KL - BR1T 34 SRR IERT AT REMEREIRH I R Z BRIEE /N - AN RASRES g i ARl & i
1E -
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KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

TIEASCZ FIAEFERER - RE B DECREASE K LOSS %82 <~ IEAHRE (p-value 15
/A 10%) - RILTE B SR RALR T » R & AN SCRA AR e R i R BRI D B e TR i B &
FER AR 5 ME RE B CAPITAL 2EE EAHRA (p-value /MR 10%) » H BB & 7 Fi (R EHL
AR ERT ST KRR G ANRF - L4 - RE B2 TIE ZHHBR B & E BHAE
10% BEZE /KHE » AL - ASCRE$E S0 FF RE i TIE RS BRI EiEEE - R ik
BB EIN - ARSI RE Bl TS 2R IEAHR - BURTEESE 2R T - EOMEA]
FFAERIZ .2 FVIPL JEERE S ME R 2 B3 A E A BT 34 SR AR _KIEETH# FVIPL
RS SR & EE S B iE S EE -

T e RS SR B 45 B

2 6 VB SEERTT 34 9 N — KB 2 Fil e Bl {7 42 Logistic B RS 5 -
HEmEF 02 LR By 84.43 © Wald Chi-square {E 5 41.83 (p-value <0.0001) » BH ~#Lfg
SRR B E R DRI TE G 2R ) » A SRS VIF (H3IF/)

FA 10 - BE7s Logistic 3 BRI, fig Fo ek gy ] ol 48 B8 K 2 AR PR TR -
£ 6 > TIE FEEERREUREME - H p-value 3 5% BE& /K » TFEFASUEGR 2

#eam - BUEREFRZNR B AR AE - SEAERIT 34 5 AW _REFTHE -
DECREASE 1M %05 (EE H. p-value 3 10% BEZ/KUE » STRFASIRGR =2 HEa
BRI A B E AT 2 B e/ NARTEA R B8R 5 - S RE A ERAT 34 IR AR K
BRI ZHUE » MR E KR - ERIEEF RN - B L THiEA FfE 2Bk
G T - It EBCR B EZ R E O M B E TR 2 2 -

AN » BONUS HJHER R EUR TEE - {H p-value iK% 10% BEE/K%E » R - A
MR L FFALAET B ZF R - fERIREREE T - BGRB8 KE LA FERIT 34
SRR _KEFTHE 2 EFEEE  HolR R BERRERGEHE T - SRS B
HEER - SGERESENINE TR ZFIEEIR - BRRE A BEENEE&SE S
#L o INATRER R A FUZ BATE - ABEALFIGT 1.2 35 RIS 28000 N 8635 5 LOSS » ANALYST
Kz CAPITAL HHEE#REUREE » H p-value TR 10% BEE/KUE - BRI EiifEL
FG AR IR S B R AR B R B AR R AT TE I B AT SR KR E
MAEEERTT 34 5F A H _XRIEET -

TEVER BB AIE 53 TS FEER RO IE(E H p-value 3 1% B /K - BURIRE
A FRE FV/IPL It BN E SME R RARE - GRERRTT 34 5 AH XK
BETZHE - HIEEFEREERR AR EEZ 2 FV/IPL [RERECMEER -
1E G 2 PR Bl E AL (EFAE T RRBERR T - A FERAGRRIGEI v e E 2 2 E 2
TR R R KA E BRI ER I N HEE 14 - P A% FVIPL IR E S
BE R 2 ANE] » BEEERT 34 BRAHR - KIEFTZHE -
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R 6 DEBRITESERRMERIFEZ Logistic EEF7 4T (N=283)

RE.=a.*a.BONUS +a.TIE + . DECREASE  + & .LOSS , + s ANALYST . + « . CAPITAL,
+a; TS+ as,PLED: +* @:BIG4 + @ SHARE  + o uINST . + @ .SIZE .+ ¢ :ROE  + r,DA_08, (1)

&

FEFEERY FEHAFS M HRE EHEZE Wald x2 p 18
#Hib -3.6948 2.59 2.04 0.5
BONUS BT IR + 4.3251 4.54 091 0.34
TIE FI BARFEEEL - -0.0002** 0.00 420 0.04
DECREASE EBHEHAATHR + 0.9017* 0.48 3.54 0.06
LOSS =k + -0.0223 0.42 0.00 0.96
ANALYST  {KHSSMTREMTERA + -0.2122 0.38 0.31 0.58
CAPITAL ARBITHRIRSIEE + -0.8703 0.73 1.42 0.23

TSIFS RERE 2 2REE
TS AR LR + 54.0213** 9.30 33.76  <.0001
PLED EEEMRLER + 0.0014 0.01 0.02 0.88
BIG4 REVEFERT - -0.1611 0.38 0.18 0.67
SHARE S P AR EE A SRR LR - -0.0034 0.01 0.06 0.80
INST INEFAE R - 0.0120 0.02 052 0.47
SIZE EFRIE ? 0.0904 0.17 0.29 0.59
ROE TR IR 2R - 1.1292 2.04 0.31 0.58
DA_08 HIRMERESTEL — -0.1231 0.42 0.09 0.77

Loglikelihood = 84.43

Wald Chi-square = 41.83***

TERITGE 10% BEFEKZE ; 7 RINE 5% BAEKEE ; 7 RINE 1% BRFEKE
B RSB EEAERL-

A ~ BRINRUERDHT
B S HB BTG A TIPEASNABUR M + AR ¢ (1) B
TSRS B HERIT 34 AT RIETTEZIVE © (2 Bl FVIPL IR 4
P A3 A0 B 0 5 e P S A5 TSR S A 2 A (3) R FV/PL e
F T 7 L AL O B R D R A R G B RN 5 (4) RS
T BA R AR BB R AT FVIPL SIS SR AR EERDZ
BREAEL AR - MBS -

—  [EBRI IR E 3R IR1T 34 IR RIEFTRIE 25
IRIBAS R — Z HEam - 32 BB RIBRHI RO S - G RERPRTT 34
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KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

SRR REETHUE » % FVIPL IR EeMEEE S MEM N EEMEE - R T
2 (1) ZHERIERS R (TIE) EREHHE A FIERT E S EB RGN - R
A DIAEE R TR AL 8 B R Eh LR NA R AL U2 A (DEBT_Constr) @ filifE =&
B LU R T THI R B 1 {5 75 i 1 R B A PRI AR B 2 R, - MBS A FIERAT 34 5/ S
WoRBRT 22 - B (2) R (1) Z TIE DL DEBT_Constr Hft - DEBT_Constr
TR AN FIIR 2008 A 2 BB LR AN B R A A LR P A 8 BN RN R
ZREEARBI LR EER 1 G 0 - ACTHEITEEMEGEEREZT - mAafE
] A 2 T R v B 75 B B 1 B (B A PR » AT REERAT 34 SR A FHR —RE3T » DA
EALI 5 - T RE B DEBT_Constr R EAIZBALR » 7RED 0,>0 -

F 7IRIER (2) 2 EEFER - DEBT_Constr ZiH (RS E(E - H p-value 2=
10% SEZKUE » FFE RS TAM - BN TR B i i 2 = T G v (95 e 2 1 R (B BR Al

K7 BEBRITESERRMERIFEZ Logistic @EF7 47 (N=283)

RE.=a,+a:BONUS, +«,.DEBT _Constr + . DECREASE, + «.LOSS, + - ANALYST,

+a CAPITAL +a- TS+ a,PLED:* a:BIG4 + 2 ::SHARE  + o INST . + o .SIZE 2
+awROE +,DA_08 +¢,

RRFEE Y FRHATT ) REL = Wald x2 p{E
#Hib -1.9505 2.73 0.51 0.48
BONUS BT 4R + 4.5144 4.67 0.93 0.33
DEBT_Constr {&#5Z2#IBRH + 0.6893* 0.36 3.72 0.05
DECREASE ZBREKHLR1HA + 1.0184** 0.48 4.58 0.03
LOSS BRER + 0.00297 0.42 0.00 0.99
ANALYST AL SMATET FEHA + -0.289 0.38 0.57 0.45
CAPITAL ABSEITE IR S E + -0.9027 0.71 1.62 0.20
TS TSIFS BERIH 2 2 + 51.9961*** 9.41 30.53 <.0001

BEFHIAILLER
PLED EREMRER + 0.0027 0.01 0.09 0.77
BIG4 REVEFERR — -0.0301 0.38 0.01 0.94
SHARE S PR IE A SRR LR - -0.00647 0.01 0.22 0.64
INST INEFFRE LR - 0.0211 0.02 1.55 0.21
SIZE R ? -0.0481 0.18 0.07 0.79
ROE FEIRANZ - 1.1228 2.00 0.31 0.58
DA_08 HRMERESTEL - -0.1172 0.41 0.08 0.78

Loglikelihood = 79.85
Wald Chi-square = 39.13***
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F 0 1E 2008 2R G IR - ATEFIPRTT 34 SN KBETHUE - R 7 HEREE
ZORBOT IR B MR ER 6 2 BRI E RS AT R M N R 1

T2~ FVIPL B PE  h E EE 4 2 O 18 H 45 < Rl s S0 B % I AR R 3 DR 2 AH B

Tt

RIEASIE 6 2 E SR T A B3PR8 = R R B 3 FH R B BRI R — A
A 2 ZEAEAIERT 34 SR AT KEE] - FELUIR S B LER - ERSRfEtErRr A
IAE BN E) - & FV/PL B =& e Rl & i B o SR i (i e Bl E 7 2 SRR AT RE
HNHRERERESTVE - MEZ - Lol iF - SEmEEEREERE B2 THIHE
JIR - G FEEALZ R/ INIR AT REBAART A& ~ (B L0 MR R & B/ B SRy a5 IR A
B o KAl - ASGE—SESEEL (1)2 - B 1) ZEREBE U FVIPL IRERE S
& e B S S R s (1t H B B RS EE E0 AT (TStoAFS) » 1M TStoAFS {RLAEAZL H] 2008 4F
[ FVIPL R EEMEEE S B RN EsME RN RV EEH &2 -

% 8 %171 TStoAFS Ei{>ZEAHRI4F 4~ Tobit SEEFFESE - 52 8 1 > TIE KR {RECR
E1H - H p-value = 1% BE/KYE - BURE RIS REEBEEZ B2 - RilEns
Rl 5 T R U G (O B S (S B A B AR 2% - RIS FVIPL IR I E B RE
HEOoM B ESIEE A K 5 k4 DECREASE By EF (AU EE » H
p-value 3 5% SHE/KUE - BURE S FEATZ LER/INARTHEA AR Z 2405 FVIPL EEEIEE
SMEEE R ESMEE Z S AINRK B IREASR 6 2 HIE G -

=~ FV/PL B8 8 & e i o 53 0 2 0 138 1 65 <0 R g e B A B B TR P B B 2 B AR

B

EEMTCHET - BRMEEF SR AT EM  TETH - KA B R H %
VLT R B ARG IN ~ BERIA B AR SRR L2 HAY (Healy, 1985; DeFond
and Park, 1997) - SR A Z2 AR R EIR B0 & R ERTTE H ATl ek - Bos At e
Al P o 50 PR < R SRR R AT AR B B B B SERR L Z H WY » AL - Barton (2001) DA
Fortune 71 [ K13 1994 % 1996 F 2 &R A - BT T IE B PERT RS H A
BT RER PR LA B Z BB E M T B (T4 M S s o B B M FEE T ) T2
TEHAEBEARR » ZOU R BIATA M B s L B R R R T B 2 R AR - BN

11 ASIRFEFRF TIE 82 DEBT_Constr FIAE— =0 ETEHEE - #5REUR TIE ZEEERET R EAE
H p-value 3£ 5% BE3Z/KHUE » 7] DEBT_Constr ZEEF{RE) Ry IE{E H p-value 7R3 5% ZEE/KHE »
B ARSCURER —Z Him -

12 FRyslEte FV/PL % 2245 8 < B 178 B8 5 8 R i (1t HH S < Bl 8 51 (7.8 DA_08 EL N 4B 14 2 R -
=R SRAR A DA_08 ©
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KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

(TAEE e Rl i o B R DR R T B A AR B U B AR - JRBIAEEE N B R e B B
GH ESEBRE TR A « AN R > AR TE 2R F (a7 =t T B R
o

BN A FIR R G EREIRTT 34 SR AT KERTI FV/IPL IR EE R E M A A E
SRR EEMEER - BN EMEE S EERBIATES ZiB AR R
PR H - N ERPEER - 1 34 R AR KERTHUE R Al REfe (A R &Rl e
BRI > DLFVIPL IREIRE SR EE EH R EEMEEDE R EER 2 T
H o Ik > 34 SRAHKERFTUARRUE X FAFRE

®8 XM FVPL EMEEESNBRMHLESMEERERMRFIELZ Tobit i@
B4 (N=283)

TSTOAFS =a.+a:BONUS + . TIE:+ o, DECREASE + r.LOSS  + ¢ s ANALYST |

+aCAPITAL +a TS+ a,PLED+ a.BIG4:+ 2 .SHARE  + 2. INST ?3)
+auSIZE +asROE + ¢,
FEHAFS M) REL BAEE t{& p{E

#Hib -0.043385 0.03 -1.37 0.17
BONUS BT 4R + 0.059044 0.05 1.18 0.24
TIE FI BARFEEE - -0.000003***  0.01 -3.79 0.00
DECREASE ZER{KHLa1EA + 0.013877** 0.01 2.43 0.02
LOSS BRER + 0.002051 0.01 0.41 0.68
ANALYST  REREH S HTEMTEHR + -0.002333 0.00 -0.51 0.61
CAPITAL AT IS E + -0.010672 0.01 -1.22 0.22
TS ;g;giﬁi;ﬁﬁm + 1.101873**  0.05 23.94 <.0001
PLED EETEMEER + 0.000008 0.00 0.07 0.95
BIG4 RNEVEFERT - -0.004971 0.00 -1.09 0.28
SHARE S PEASIE AR LR - -0.000086 0.00 -0.51 0.61
INST INEFERREEER - 0.000123 0.00 0.56 0.57
SIZE EIRE ? 0.000539 0.00 0.26 0.80
ROE FERAM =R - 0.018667 0.03 0.75 0.46

Loglikelihood = 122.13
LR Chi-square = 249.32***

B FE s i (16 BB W < R R R ST P HE B B L R R o R 1R BRI R
It A FERERDRT 34 SR RERTHUE LATE A E - FE MR di & i & e RV Bl AR
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(SRR IR 2 + 50N R T REREAT FV/PL I S & T 7 1 M G
B T B R D P B I B B BB LU AR B & Barton
(2001) (EHERTHTA: I SR S ST ML S B B A0SR 4ERT FV/PL ISt
B EL D K B e P B P S PG AT TR - ATt — SR
FE i A AR 2R IR - FV/PL IS SR A
B A A [ B R M B AR - BV R R T e A
Bt -

RIS - A% Barton (2001) 2 BEEEHA - D= PEERE T AT ¢ 1
TE FVIPL [ S 25 el 7 T 55 A (8 5 8 7 o B0 B D P 9 A
M - RS R AT PR -

TSTOAFS,=y,+7 DA_08;+y BONUS +y.TIE.+y,DECREASE +.LOSS,

+7,ANALYST .+ 7 CAPITAL,+7,TS + 79PLED +y,BIG4,+y ,SHARE, (@)
+7,INST i +7,,SIZE+y ,ROE+ ¥ ,MILLS * &

DA_08, =y, + 7,TSTOAFS, + 7,SHARE, + 7,INSTI, + 7,SIZE, + 7,ROE, + 7,0OCF,

5
+ 7, DIVIDEND; + 7,RD, + 7,CASH _CYCLE, + ,,DA_07, + ,,MILLS, ©)

Hrp o 515 (4) Z TSTOAFS Fy/A R E R FV/PL I A& B & e 50 FH s i
HEHVE SRE ZE AL » T DA_08 RIfR R A FIE R 2 HIR BT 8 - HER e
Fg e = (1) A - AR E A N4 B ECE TSTOAFS Z 522 - MfE=t (5) H » FR
TSTOAFS Ry N A ELAN » AL 22E /AR - LA SHARE (S PE S A FFREEEER )
INST (/N&EFRFBEELER ) ~ SIZE (/3K ) ~ OCF (&35 8y ) » DIVIDEND (i
SHEF R ) ~ ROE (SHEEMIZR ) » RD (Wf9e38EE ) » CASH_CYCLE (IR&1E
BHEEA ) fe DA_07 (Hi—HFE ZHRMEER T8 ) F Ry 08 R MRS B i st Y
(Watts and Zimmerman, 1986; Baber, Fairfield, and Haggard, 1991; DeFond and Jiambalvo,
1994; Rajgopal and Venkatachalam, 1998; Barton, 2001) °

PRI R A FLEERRRT 34 SR N KRBT E B &€ < A RIRF I E R - Al -
[ B2 R R (Self-selection Bias) Z5EE - A 2% Heckman (1979) &
Barton (2001) ZfEi% - SLA Probit BE=ET 5 Mill KZEEZE (Inverse Mill’s Ratio) » 2115 = (6)
1o BRI (6) FTE 2 Mill SRR AR (4) Stz (5) H » DA B BoE R iR

13 FRGVEMEST SR A 2 RR - RIS B DA R ME B T G 1T 2 B B IS (7 A F B S [ S 2 ol
A - BRI - INEIERTT 34 SRR T RIERTRF FV/PL R EERE SRl 78 55 5 SRy O (1t HH 5 <Rl e
RIAS Bl 2 25 2R -

14 E SR BB AIE EAH AN - Dl NEIA SR T RE Sy A AUE K — B 2 BERE - MU
L TTREREETT (AT -

15 EjyEE DA_08 Ry = (4) KA (5) < MAEEE Y - oA DAEET Mill EESR 25K (6) H il >RAw
A DA_08 {F Rl B -
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KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

%%Zﬁnﬁ%ﬁ °

RE.=a.+.BONUS +a.TIE: + . DECREASE .+ o ,LOSS + s ANALYST . + « LCAPITAL, ©)
+a: 1S+ asPLED:+*a.BIG4 + 2 wSHARE  + o u INST i + & oSIZE i + ¢ :ROE  + &,

7% 9 ¥/ FVIPL & 5 Rl 2 B 50 FE Ry i i HH B <o i i 7 2 B Bk R P e
STEUERE Z B SR - 32 9 aI 4 - WL HFERE I System Weighted R-Square 5
84% - BE/NELHEREAL Z BlEE BAT o £ (TSTOAFS) 1= (4) Z EiEE RS - DA_08 2
JEEFRECRE(E » H p-value 2 5% FH37K4E - 1fi] (DA_08) 1= (5) 2 Eig iR/ NER
TSTOAFS .ZHEF(REUBE(E - H. p-value 3 1% B /KYE -

PY ~ B BEAREAS B AR EH A R A FV/PL S Rl i AR A8 2 o 1 1 6% B IR vl 7 300 43 B

MRIBA SR 2 EFERE AT A - FRE] i A B S a I B ERTT 34 3R A
" REFTHE Bl AR G bR 2 S R B B AR - BN FEEERT 34
A _REETHER FVIPL It EeMEEE T R M HESMEER - 7K
BRNEEARKRA A EEEE T ES 2 ABERERHERREY | 2 EEAMER - TRD
BRGSO ek 2 EH - F - BRI AT REE RN R B AR I )
R 2 & T R BT 34 IR A —RIEETHE - Bl ER1T 34 IR Al —REFT
HRRFEERGREEIE  ACE— P EREREA AN TG FV/IPL IRERESMERE
N EE I B AR EIE 2 8 R A A EELL 1% ~ 5% ~ 10% 2 30%
IR R PRETE SRR N B RS BORE B AL G2 WK 2 eI B
% o

7% 10 Panel A ~ Panel B k Panel C 53 BI%I7R DAA/ E] 2007 4 ~ 2008 4 k2 2009
FREZ B REET  EoERARESBEEALNTFIFEZ FVIPL RELRESMERE
INEEFEBIE LM REBIRE - AN TE 2007 FFE 2 ZEREMET - EHRH
Z FVIPL BB SR G E A EEIE) 1% B - RESEEA G E ZIEEN
0.64% » TME TR A B R 2B 1.15% » A HRAL B FTRAZ FV/PL §
EREEMEENAEENRE R30% F BRAESEEARGBEEEENR
19.09% - [T B2 /3 R AN 2 &2 Bk 52 B2 P HIl =0 5 34.62% » Ry R B 3 SRR AR B BRI B IR
FE2 1.8 5 o 5 LUEA /N F] 2008 -5 2 B e B - HHFFE 2 FV/IPL IR 2 &%
A E A EEIEE) 1% I - RESIERARZRTZE 2 RS R 0.21% » M HE 558K
AREI R GRS R 1.81% (3 H: 2007 AR 2 157 %) BEFEERE
SRR BRI BRI 2 8.6 i - KA T A Z FV/IPL I EHREERI&EE A
EE B R 30% F - ¥R E AR BRI 6.42% » MESEERZ KR
s R P I 5 54.29% » BN E SRR TR Z FV/IPL IR B E S @M&E E A E
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%9
R BR/ER

TSTOAFS,=y,+71DA_08;+y BONUS,+y.TIE.*y,DECREASE,+,LOSS,

FVIPL RERETHMEEE S R HMHHE SMEE 2B MEIR 4R EE

+y7 ANALYST .+ y.CAPITAL,+y,1S.+7,PLED +y,BIG4,+y . SHARE, 4)
+7LINST +7. SIZE:+ 7, ,ROE +y ,MILLS +¢,
DA_08, =y, + ;,TSTOAFS; + 7,SHARE; + 7,INSTI, + ,SIZE,; + ,ROE,; + »,OCF, (5)
+ 7, DIVIDEND,; + y,RD, + ,CASH _CYCLE, + y,,DA_07; + ,,MILLS; + &
RE =a.+*a.BONUS+a.TIE: + a.DECREASE + ¢ .LOSS  + & s ANALYST . + « L CAPITAL, ©)
+a 1S +a,PLED +@.BIG4,+ a,SHARE  + @, INST  + & .SIZE + 2 :ROE . + &,
TSTOAFS( &= 4) DA_08( &3 5) RE( 1&3K 6)
REL t{& 1REL t{& e t{E
#EE -0.065460***  -4.33 0.872099 1.39 -2.01376 -1.37
DA_08 -0.021000** -2.06
TSTOAFS -10.102300***  -2.65
BONUS 0.080562*** 3.92 3.24871 1.21
TIE -0.000003***  -10.06 -0.00008** -2.07
DECREASE 0.016387*** 7.57 0.49249* 1.95
LOSS 0.002415 1.12 0.01075 0.05
ANALYST -0.001710 -1.07 -0.11415 -0.52
CAPITAL -0.014660***  -5.23 -0.49318 -1.26
TS 1.192360 33.45 28.90672%+* 6.54
PLED 0.000034 0.89 0.00108 0.2
BIG4 -0.005020 -3.31 -0.11842 -0.54
SHARE -0.000130* -1.73  0.000647 0.27 -0.00145 -0.19
INST 0.000219** 2.17 -0.002380 -0.67  0.00812 0.83
SIZE 0.000539 0.61 -0.007930 -0.27  0.04384 0.45
ROE 0.019117* 2.05 -0.068120 -0.24  0.71974 0.63
OCF -0.086610 -0.27
DIVIDEND -1.552890%** -2.22
RD 1.453201 1.74
CASH_CYCLE -0.000002 -0.14
DA _07 -0.055260 -0.84
MILLS 0.030802*** 9.4 -0.475400**  -2.44
System Weighted R-Square 0.84
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KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

R 10 EPQERAEDERAE FVPL RERBEMEEARBERBHEHRZERE

2 ERERET
1L 2007 FEBEEE ZRRE
FV/PL A {E(E EAMERERE | AEARARSRES _
SHEDIRRE BEmIRRE BIRRE tE Wileoxon
1% 1.15% 0.64% -1.48 -8.90***
5% 5.77% 3.18% -1.48 -8.90***
10% 11.54% 6.36% -1.48 -8.90***
15% 17.31% 9.54% -1.48 -8.90***
20% 23.08% 12.73% -1.48 -8.90***
25% 28.85% 15.91% -1.48 -8.90***
30% 34.62% 19.09% -1.48 -8.90***
Ll 2008 FERER AL EEITE
FVIPL AJ{EIE EAEEEARE | AEHEERER .
BB B EEE P HE Wilcoxon
1% 1.81% 0.21% -4.45%%* -9.42***
5% 9.05% 1.07% -4.45%%* -9.42%**
10% 18.10% 2.14% -4.45%*%* -9.42%**
15% 27.14% 3.21% -4 .45%** -9.42%**
20% 36.19% 4.28% -4.45%** -9.42%**
25% 45.24% 5.35% -4 .45%** -9.42%**
30% 54.29% 6.42% -4 .45%** -9.42%**
1 2000 FEEEBE EminE
FVIPL AJiEIE EAMERARE | AESRERSRES _
SHENERE B EEE B EEE tE Wilcoxon
1% 1.59% 0.18% -4.97**%* -9.11%**
5% 7.97% 0.91% -4.97*** -9.11%**
10% 15.95% 1.82% -4.97*** -9.11%**
15% 23.92% 2.73% -4 .97*** -9.11***
20% 31.89% 3.63% -4 97*** -9.11%**
25% 39.87% 4.54% -4.97*** -9.11***
30% 47.84% 5.45% -4.97*** -9.11***

{EIRENHIREITHE (2008) - 2@ AT EERABURE R ZEE « HREEHURA L AT
R Z FVIPL IR E S RME E N EEIRENE 2009 £ RER 28 hn]#HE
THERARZ FVIPL IEEIE SR E E LA TR ¥ 2009 581 & iR 5 BEIE RO R
EIPHERAR - fE Bl =(EERE S - SRE G E SRR B BR R BRI 2 = R
JE » 1E Wilcoxon i iE Z A SR H] 1% Z BHE /K HE - BE/RAE 2008 FE R ERRfEHE T
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EXEERE £25 5518

B LA AR TS RAT 34 A AERT M » SRR I R B
BE BRI FVIPL RS E SREEA IR B E - HRORSH R
BT -

BE - fGam iR

ASCHRRT IRB — M FE 2 2 BTl /A FI7E 2008 FF RS Rlfai T » 2EEERT
34 BRI KERTHUE LB AFR - BRI B Rl (e (o B PR o s T HE RN 3 B g R Ff=]
s et EAIZE B g I SR E A B B IR - SUEF R iEE R A 2 FVIPL R
EESE R EAME SR EE - AR E IR E B R R TR E
Rl AR EMIRE SREE CREBIEL - DUZEFR WS HI ( £/ EH
FWFEL - 2008 ; EEEHE 0 2008) -

AR E B REUR - EFEAIRE G 28N F R FVIPL R E & &
EEE RN ESMERE - HR - ARPRESERTEERMENR AT &R - REE
[AIERAT B 43 B2 BLE DU RS B BRI 2 A S+ HAR SO B (S B - A B0
LR INERLAEE 755 B BR A1) B i o0 B B BRI A B - (005 B IR i sy S B 70 S A B B
R ATIA&ER B2 - HEGEZELIRECR « BhAh - ARSI FEMS SR 3% B A < Fil e
RF A SR FVIPL I SR 95 E < il e BB o0 JE Ry (e fE HO B < B s 2 B B R M R T
B - RERIEE BB - & - AOCEEITREUR - BREE S
A BHFPE FV/IPL EERESREE A AEERE) - S HARR R BRI H AR
HO IR E B E R IRE R IR - BB R AR E BRI B AR T RE RS B TR
HHEEDRTT 34 SR A — REFTHUE » EASI R ZEI A] DUSTHRF S8 AL AR E] - e
HeE B RER DR MBI TR R EA TG R EF R ZEA A - B L ifE
NEIRGERIT 34 B AR RIEFTHUE B BEHR 2 EREETE - ATt g iz
B REF A B LR GRT 34 AR REFTHEZEFEEE - 7R
FEHHERTHE R 2% -

IAS 39 Fe 3 IA 75 & HHE RIS 34 5 AN IR E & i 2 D JERKIB R R R 2
Bl - AR EZEeMEECHWRREHEE DMINEE S - AIER LS
MBI R FVIPL SREEE - a3 E ERMEE ZHIIERA S HEE - AllE
% E A R i B BT A BRI H 2 & E - EASCZ ' FE R SRR -
TE RGBT - 138 oo 0 B B L BRI B 2 5 R AR B ERTT 34 5 — KIZETH
EMET EREEE S EERARA BRI R R IR SR T B R R e Al e
HoOMRBEES - BEEERERCER o A - A EFERIRINER - ERNEHE
JREEZ I FEEE RN E (A0 34 3R A T KIEFTHRE FV/IPL RlE a8 ik
DUBFEIINHEREFEEE - SESERHHRIDESE ) ASEABEAFEDRS

91



KB LT AR B FRAT 34 AP —RIEFTHEZFR AR H AWK FEE> AL R E &

FEBE M JH T SO HPE B RS SR 2 B - AL > ASCE R R RN SR R B T e 2
EGFT#EAT IFRS 9 IUL IAS 39 Rl & E M2 HE - DAESERT A SRl & E a2 E
ANEE SR ERFE - (FRIRE T e EE C FBIRE -

92



The Incentives of Listed Companies to Adopt the Second Revisions
on the Statement of Financial Accounting Standard No.34: An
Example of Reclassification of Trading Stock Investments to
Available for Sale Investments

Chia-Wen Chang, Assistant Professor, Department of Accounting, Ming Chuan University

Ming-Chin Chen, Professor, Department of Accounting, National Chengchi University

Purpose / Objective

In response to the mounting criticisms on fair value accounting during the global
financial crisis in 2008, the International Accounting Standards Board (IASB) amended the
IAS 39 to relieve the restriction on reclassification of financial assets. The amendments to
IAS 39 allow an entity to reclassify non-derivative financial assets (e.g., trading stock
investments) out of the fair value through profit or loss category (FV/PL) and into the
available-for-sale financial assets (AFS) in rare circumstances.

The Financial Accounting Standard Board of Taiwan immediately adopted the
amendments to 1AS 39 and accordingly revised the Statement of Financial Accounting
Standard No. 34 (i.e., the second revision of SFAS 34, hereafter referred to as the second
revision). Taiwan’s Financial Supervisory Commission soon issued a ruling prescribing that
the global financial crisis period justifies the rare circumstances. The ruling allowed
Taiwanese companies to adopt the second revision and reclassify the trading stock
investments out of the FV/PL assets to the AFS assets, retrospectively effective at the
beginning of the third quarter of 2008. In other words, the second revision allowed
companies to opportunistically reclassify trading stock investments out of the FV/PL, and
thereby to avoid reporting losses on the falling stock prices of the investments in the income
statement during the 2008 global financial crisis.

Concerns were raised on whether the second revision would have negative effects on
financial reporting quality. Prior literature suggests that banks may opportunistically
reclassify financial assets to manage earnings and to meet regulatory requirements. However,
extent research has not examined the incentives to reclassify financial assets for non-
financial firms. Therefore, the objective of this study is to empirically investigate the
incentives of non-financial companies to adopt the second revision and the effect of adopting
the second revision on firms’ earnings quality.
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Design / Methodology / Approach

We propose several research hypotheses to examine the incentives of Taiwanese listed
non-financial companies to adopt the second revision—namely executive bonus incentive,
debt covenant restriction incentive, and earnings management incentive.

Prior literature suggests that executive bonus contracts have a significant effect on
managerial selection of accounting methods (Hagerman and Zmijewski, 1979; Zmijewski
and Hagerman, 1981; Lin et al., 2004). Managers tend to choose the accounting methods that
can increase reported earnings if executive bonus is linked to reported earnings. Hence, we
conjecture that companies paying greater bonuses to executives and directors would be more
likely to adopt the second revision. Further, Watts and Zimmerman (1986) find that
companies with greater debt covenants restrictions would tend to choose the accounting
methods that favor reported financial position and earnings to avoid violating the debt
covenants. Accordingly, we conjecture that companies with greater debt covenants
restrictions would be more likely to adopt the second revision to reduce financial distress
costs. Finally, prior literature suggests that managers facing capital market pressure would
have greater earnings management incentive to reduce financial reporting costs (Hayn, 1995;
Burgstahler and Dichev, 1997; Degeorge et al., 1999; Teoh et al., 1998a, 1998b). Financial
reporting costs increase when companies report a decline in earnings or negative earnings.
Therefore, we speculate that managers are more likely to adopt the second revision when the
companies would report a decrease in earnings, negative earnings, or earnings falling short
of analyst forecast before reclassification of the trading stock investments. We also test
whether the initial public offering (IPO) companies during the 2008 global financial crisis
would have a greater incentive to adopt the second revision.

We conduct several logistic regression models and supplemental tests to examine the
incentives for Taiwanese companies to adopt the second revision. Our sample firms are
selected from Taiwanese companies listed on the Taiwan Stock Exchange and Over-the-
Counter Markets. We exclude financial companies because there are only 14 listed financial
holding companies in Taiwan and because prior literature has provided substantial evidence
on the incentives for financial companies to adopt the amendments to 1AS 39 to reclassify
financial assets during the 2008 global financial crisis. Our sample consists of 82
reclassification companies and 201 non- reclassification companies.
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Findings

The empirical results of this study show that companies with lower multiples of
earnings to interest expense are more likely to adopt the second revision, supporting that the
debt covenants restriction is an important factor affecting corporate decisions to reclassify
trading stock investments from the FV/PL assets to the AFS assets. Further, we find
companies which would report a decline in earnings before the reclassification of trading
stock investments in the current year are more likely to adopt the second revision, lending
evidence to support the earnings management incentive hypothesis.

In the supplemental tests, we replace the dependent variable in the logistic regression
models with the amount of reclassified trading stock investments of the classification sample
and conduct Tobit regression to test our hypotheses. The results remain salient in support of
the debt covenant restriction and earnings management incentives. Finally, in a simultaneous
equations system test, we also find reclassification firms may adopt the second revision as a
substitute for the use of discretionary accruals for earnings management purposes. We,
however, do not find any evidence to support the executive bonus incentive, possibly due to
the fact that in the 2008 global financial crisis, companies would be more cautious about
paying exuberant executive bonus in the face of the mounting criticisms on exuberant
executive compensations (e.g., the anti-fat cat atmosphere) during that period.

Originality / Contribution

This study extends prior research in the line of management decisions to reclassify
financial assets to avoid reporting losses on declines in fair value in the income statement.
Prior research has provided evidence on the incentives of banks to reclassify financial assets
(Kholmy and Ernstberger, 2009; Quagli and Ricciardi, 2010; Bischof et al., 2010). Our
findings extend this line of research by providing evidence on the incentives of non-financial
firms to reclassify financial assets during the 2008 global financial crisis. According to our
analyses of the sample, 119 out of 145 non-financial companies having FV/PL investments
adopted the second revision during the financial crisis and the dollar amount of reclassified
trading stock investments amounted to 24.6 billion, indicating the economic consequences of
reclassification choices in non-financial sectors are no less important than financial sectors.
Therefore, the amendments to IAS 39 or Taiwan’s second revision on SFAS 34 have
important effects on firms’ opportunistically financial reporting behavior for both financial
and non-financial companies.
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Research Limitations / Implications

The results of this study show that earnings management incentives are the most salient
factor leading firms to adopt the second revision and thereby to avoid reporting losses on
falling stock prices in the income statement. The second revision has brought about fierce
debate on whether the revision would have negative effects on financial reporting quality.
Our results provide evidence that the negative effects of the second revision may be
nontrivial.

We, however, should be cautious with some research limitations. First, we use parent-
only financial statements data to examine the incentives of Taiwanese companies to adopt
the second revision. Thus, the reclassification decisions and their effects are examined on the
basis of parent companies rather than on the basis of consolidated entities. Second, our
samples are non-financial companies and thus the results of this study may not fit financial
companies.
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