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E7 2] 99daag) ol vixe 98 ASstuAl stk g 7|E AFEAM gFA 3R
Z2% (REM) 3} @A dol] 7123k 0]2] 2% (accruals-based earnings managements: AEM)o| ERRIAEH]E
73 323l A gl A S84 Zolrt dErlE BT o]F {8l B dTe AAlo|dzF
Roychowdhury(2006)¢] %<, ] 7128 0|24 2 Kothari et al.(2005)9] ¥ o] 833t
H]‘“’ Al 7EA BAASlol A S ALkt £ A 3dR] ojakeE ARtele] Al ARQlolAkE AxyEe
AREBISITE B Ao BA7]7He 20049 FE 2009 7HA 0l o, -2 40,21670 719/ AEo|t},
E]"*er k= quxH REMS] Al 7FA SAA(Q1 v dddaaE, v At v e A%
E5E 7GR, FAauE 2 3PS AT o= ElRIAEN] &3} {93 F(+)e] FAZE
B85S 59 ]°‘Z7é FEol L VIEL ] Buelds AFRA e Vdolng AAAEL o
A9 wE £l gt A AAEt] tEAEGA] Q7T E
Azfo|t}, oYt A= H|F ]‘?34 AAARE] o]2e] HE ukdah
1Y FREHE HES| gl H’- e AARIE, ole A7I9E tdes
A Yehd Akel A&t (Subramanyam 1996: Guay 1996).
EA, ERIAEH] S0l H|X| = ERolA REMTF AEMTHY AtiA S84 A5 498 A¥EH, REMe| AEM H|
3 1.958 A= o A BRIAREH| Gl H(+)9 dEFS A Ao YEr) ol AAAEC] AAl o]z o
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otk wiAEte. 2 REMeo| Wl o] mjxle §44 &d= nY Jddas gl nxe #494 a9E 1,750 4

F:UrEJN,E
m~ﬂ>‘~o]>4g
r\o

mm r

o
il
L rlr
of\
B
gy o
I\
ox, M

=] A3 7|99 ERIAREH]&o] F7HET
dEAdg & vegla 9len, REMe] 2t
o7 BXE AEMI F449 &7t BA

=287 2011. 6 ArEEe: 2011. 9



= H 2 ZoR yeigal, AEMe] vl °ﬂ‘§§i S5 viAle FAA i vg oldd vAe g4 avEg
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277

o]
Sirke WoAE 712 A7 Aol . Telw B A7 A4l 0|24 ABH WA 0|83 o]z}
ABA Y A AT ANSHE Wt they) HRel] Bl G oheh vl BgAe BAE Estd) vl
A A ol 23t A BN ofi= Fo] JRAOE U FOF FFL Fe/kE BHSGT o]l & A7
BT A4 0|24 BE /1% BAATEANE ATA T R 789 G ATH F Aoz et

el 284 7, i

r—{o

FAlol: AR o]z, WA 7]Z3k o] 2, ERIANH]E, BYAle] V18| Feld M,
73993, v

| M2 (capital structure)el @32 mA|A €}
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of AUA FoA FHM o7t SlevtE Hlm Qo] § F¥ Tl A8 & Aok 23 3
A8t A AAAA A FAARY S dohe BT
QAR AT Y PPIASE F A9AE AAE o244 ool ¥E 1 9
A% (equity market)o] FAIg AR 2AEZE Fols@AEHY HHEHWA B o] &t
2o giFEe AU (debt market)ollA FA Hiyoldg At e 5715 7M. St
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management: ©]dF REM)elgtz F21 9oy,
oje} tHIAA HAE W
(accrual-based earnings management: ©|3}t
AEM)el2ar Aakar It Gunny 2005: Roychowdhury
2006: Cohen et al. 2008: Kim and Sohn
2009; Ge and Kim 2010).
Roychowdhury(2006)= AEAY F+% =

(real transaction structuring activities)= %
la O]Oié;gig 7] 101.04 z;q—zﬂ— E;Qoi ;g}z}

A YT rhy olEste TEoleta AHT

vh e}, o]¢} ##HFld Ewert and Wagenhofer
(2005)& REM2 Hl&o] Bo] 531, AAo=
7197 & AeAiga #4631 2H, Cohen et
al.(20008) 94l 719e] REME 33 AEM
oy #3544 vE&S o REARita
T3tk 228]a Graham et al.(2005)2 CFO
3l CEOE Wider HExAE & ZAIdA,

YAE AAAR A 7 eA e uHLHOiV\i
REME o|&¢ o|#eE +348 =g /A
Aes B v o, =g dAg IAVIEeR
A8l AEME o83 o]ejx4o] Algkd W REM<
o] &gk o]dxH o & thA|H = A Fe] UHEwert
and Wagenhofer 2005: Cohen et al. 2008).
o] REME &3 o2 dN7} 954 molgat
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&4 9 tH(Graham et al. 2005; Cohen et al.
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dAkek 95 olelAAA} Atole] HEETHHS ST}
AZIAL Bt o2’k HERe] Sk FAAE B
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et al. 2008; Cohen and Zarowin 2010; Ge and Kim 2010).
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H3A719E dde® REMZ ERIAEH| 871
WAE AFshe A A3 584 /HE dE
of Asste A7 (joint hypothesis)oll 3l&
ot webA] w37 diEE FYsta e
Fg718e] HAAEY o] REMeIY AEME ©| 43
of BH3H o]oo] & 7|9gEd st oE 7Y
o] AEYFS Ag3] AA L HEJAPAA ]
g wdsta lerke BAete A BTl
&ok AAAGe] drpd ZEAoR A AFEHI
A7k Betshet oM w8 Aot

2 Aot #dd 7€ AFEE Ge and Kim

(2010)2 Kim, Song and Zhang(2010)¢] <&
T7F itk o5 E dATs 2 AIdES o
For BRIAE ]*‘l-‘Jr AA oljzA 7t BAE
UolEgITh Ge and Kim(2010)2 Roychowdhury
(2006)°14 ASHE Al 742 AELEE o] &3 o
2 ERRIAHEH] & (A A olAbe 22y
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S/FEFE BRIAER &o] HAhdtde 2R B
a3t ]9 €] Kim, Song, and Zhang
(2010)9 A= 2389 A% A o|g=x
g7kl #AAlE EAS ZBoA Ge and Kim
(2010)¢] A<= AREEAl Roychowdhury(2006)
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2) Bharath et al.(2008)2
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FUEA 7]%]-4 *V”élic’ﬂ gt A= ol Al
FAZZRE 4

S ED FAVAY AAASHYG 3
Ao, w3 24712
Fo=

= AR A(quality of accounting information)o] EAENA F23 FEYH] =, 3AFHe ZHo]

qAAH S = Ao|tH(Roychowdhury 2006).
$7105} 2e ARRAS ARAEo] /19u AUE o 2ol
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wehr] AA o]dxge A (HA) A9LeS T
talste=d lo] AA] AAA H]E(real economic

costs) o] EASHA Hrh(Ewert and Wagenhofer
2005). oldl 2HE Fu AA o|dxAFH AT
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A 2748 /Mt Aok’

Kim, Song, and Zhang(2010)< 23<] =
A% (bank loan contract)®Z} A o]z 7te]
HAE Y. 2948 E 949 Ge and
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AANAE ez & 9o REMI AEMo| ZAL 7199 A AAA v]L(real economic
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| A5ETh g A

\-I;u:
b

243el A4 199 AY 589 9P F 5 MIde BEeldd vl 7
e ol zgolrl, AEME 7|2 32 g5t 3 oldolt JYATEEH F(+)9 WAL

dhel REMS 3477 30 B4 2 < Sitt. Gunny(2010)9] 7
stz fsted AF At w3 s AR W AdAE oA olfeld REME AHE &
zol A7|9} FRE %_736‘}—5— Aoltk. agg Aol 7R 9

o ¥ o
rulo [ Ho N

o, Sxolod vgd 7|Yge] REM=
A AEM o]z dgsgol &d Al o] &3t} k7t ZI}(just meet) BT 7PES
A S FARoR AR FoBR, A7ldl  REM ARl mE SRS gsttiets 7199 Al
© A9A s FEAZ TAdo] FHsAREe HAY Z ?"zr%ﬂrﬂ FA A5 Aot =g A
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=3 ke AolA Ztol7h vk wg vl
£ ¥ eE REM % AEM# njzf Add71te]
HAE AAR R FAe AF7F ofH 74 A st

= HoA B dA3= #FHAT(related study)
o F7H4Q FAHE AT A= JdE

Il A74A & B2

¥

¥ L IELES DS ELIES
=

BYSi+1 = By + BIREM; + BAEM;
+ BsSIZE, + BLEV, + BsGRWA;

+ XIND + YYD + ¢ (1)
F Nli+1 = By + GLREM, + BAEM,

+ BsSIZE, + BLEV, + BsGRWA;

+ XIND + XYD + ¢ (2)

F CFOi+1 = By + BIREM: + BAEM;
+ B3SIZE; + BILEV: + BGRWA;
+ YIND + YD + ¢ (3)

4714,
BYS;+1 =t+14% TRl 2z E(e

AARERE)
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F Nli+; =t+1d
F CFO¢+;
test variables: REM

REM; =td= 4585 S 59 o|xH
(Roychowdhury(2006)2] ®WHe u}
gt 54

ab_CFO; =td% v 498535 E(abnormal
cash flows from operations)

ab_PROD; =td= ¥4 Ak}
(abnormal production)

ab DISE, =td% w34 A4 2% (abnormal

discretionary expenditures)
ab_TREM; =td% ¥4 =43 {Roychowdhury
(2006)¢] el wiet AL %A
(=abCFOx(-1) +abProd+adDisEx(-1)]}
control variables
AEM{(DAP,) =td% ROA A3z4 T4 T4
(Kothari et al. 2005)

SIZE; =t 71T (AR AdEag A3

LEV: =tdE A& (=3 FAD)

GRWA,  =tdE w9 JF&(=(F/za)-
A7) &) /71 2FAA))

SIND =24 Hus

YD pri Rl

¢ =23

AL 7K 13 28 A3] dof d44E =
°olx, 4(2)s 4(3)& 7H 33 45 AZN]
oltt. A(De FE5UFE HAARY]

O O]

& debt)9] W&Aloltt. & AF= A3
ATEY] W wet gRIAHEH] &0 i EA 2 F-
ANxFYolAHE ~ZH = (borrowing yield spread:
olgt BYS)E °l&at%thHCGe and Kim 2010:
Jiang 2008; Fortin and Pittman 2007). %
AAGolAHE ~zH o AskS Y& WA Faa)
HolzH&(COD)= Al 7= Sk, COD1
=Z o1&/ oA FA, COD2=o|AH]&
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HIET (oA AR ol =Y

from operations: ©|3} ab CFO), B4 X
7Habnormal production: ab PROD), A4 A
22 2% (abnormal discretionary expenditures:
ab_DISE) % °l&9 &34 %<2l ab TRM
< o]&siith. ek WA 7]%3 o]z
AEM< Kothari et al.(2005)e] W ulzt
ROA /qu.}_]é zﬂam tﬂ-xgon_o_ o]ﬁ.a}gj\ ) o]g—
Fo] FAAR FHE ofge] AAlA 7=
@E}.
3.1.1 AAl o]z FH2F
B A= AAl| 01924 (real earnings management:
REM)9 Z%AZ Roychowdhury(2006)2] <
TollA Aetd Al 7BA REM SHA=2A w1373
YEAFTSE, HFY AL v AREE A
%8)—% olg3tdt? wa REM #EATED 2
o] dHYAFEE(CFO), AAH7HPROD), A=A
Z]%(DISE)E ARAQ i v B
(ab_CFO, ab PROD, ab DISE)o.2 F%3}7] 9
4 E’—o OHH 21(4)FH 2(6)7A]E ©
204 (heteroskedasticity)

(ES ERTERER Y

o| EfeIxt=|E2t o2 ZSdntof njxls

=
I
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' ox
o
of
e —~
rﬁL
P

CFOJ/Ar1 = ay + Bi(1/Ac) + B(S/Aw)
+ BG4S/ A1) + & (4)

PRODi/Ar = ay + Bi(1/Aw)
+ B(S/Ar) + B(AS/A)
+ Bi(4Sp1/Av) + & (5)

DISE/Ar = ay + Bi(1/A¢1)
+ B(Si1/Ar) + & (6)

4714,

B A4S AR A2 2PA2 o|g3tel FHD 5
Uit

9) FHABIeI} A5 84S Fal 12T ZHIIIE ¥
4. T3 RIS 93] Sl FAE 3, el 2
293 AFH AFE A7 P BaeldE FME

tH(Roychowdhury 2006: Cohen et al. 2008: Cohen and Zarowin 2010 %

dzsgel
% 5o, (4
A% ele. 4(5) 2 46
S #AKE 43S 3,

11) & a3 vaarlde 24719

o1 v

ol 242} o%

AT H40A AM52 20114 108
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Yol Al ®7] AAFA 0404%5# Eg F2He dos2
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QATE AYA A2E AAF 520080 ol uheh Bl 3gu] + (Aell-AFA L7 R ] B R) +
$ee 9ol ok, 4349 290010 el o

F 2HE AAANE H(3) S 08T ARk AR fAR Ao
b ides ) Buells BWIAL dEsE pEe god
Asta 8 M @) waclde Fen dgsge dad
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). e e oz REMS A7l 99
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258e W) st Pl g e 18B5UL 7
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CFO =t7/] 99ET2RE QI 555 3.1.2 HAYZ o] &3t o] 2H o] FHRTY
PROD =t7] A4947H=COGS(MI1&97}) +14INV
) )

A _ Y A-E Fek o] %24 (accrual-based earnings
DISE =t7] ATA A&, 471 DISE= #A% & o )

(2008)¢] ZAMHo] ke =43 management: AEM)® 4-+%= %A REM¥ 2
A =t7] 7]ZEAp O] 75]05]]].7], ;(H E}:Zq oz ]0] Z7é o] ]——-‘6]— —r-r-
S =t7] = o AR RS FEsh] ste] AEM #
48 =t7] wEge| Ws} HAATEA HAAoR o|&d ATA uugon
e — 23)3)

(discretionary accruals; DA)S o]&3t3it}. ¢
B0 g AFA BAPYo] 2 FEold FIA
7187 A LAY S B o]z o] THE AL
oulgtH(Dechow et al. 1995: Kothari et al.
2005 ). AEM®| 42 Dechow et al.(1995)
o] Ao 7]%3t Kothari et al.(2005)¢] "
ol ukgt ROA7} A" 24 < ol&sto] F43t
Atk olok AHG mFPAS A(T)FH 2k I,
AEMS F44a= REMS] ZA-%-9F #Zo] 24-¢
= g g EA S Bl FHE AR (e)S

ol &3t ol DAPE gt

HePd 719 U FAE A

(<]

B ATE 2 (4)FE A(6)7H4 F49 7 vF
4 23X%E(ab CFO, ab PROD, ab DISE)dl
&l 71ge] REMS o] &3 o]dx% Ags 3
g u) i o] AFEE ¢ JddeE AE 1yt
7] 93te] iE REM SA 28wk ofyel Al 714
BE5E K T4 33 A (ab_ TREM)E ©l&
9tk Roychowdhury 2006).'% T3t Hael
Eo] iy} o] o5 A 71x] WSS da] 2
el Het AAl o]z o] SUlEE WEe s
2848 d3et7] ¢8iA ab CFO % abDISES]
e (-1)9 s Fate] A o2

(&

—~

e)e

TA/Ar1 = B(1/Ax) + B(AREV;
—AREC/Av1) + B(PPE/As)

Fozy REM 249 RE WFES 2t £33
ool et i ol o 2 +BROA; + & (7)
A7le A vEiE, 5()9 geld 971 Bu 714,
olg #aAle Ae vt TA  =t7] NI(97I&0l9)-CFO(99 85z <
3 HFEE)
A =t7] 7123

12) Cohen and Zarowin(2010)¢] 7|4+ Roychowdhury(2006)2] ¥gel wel 4% ab CFO, ab PROD, ab DISE] o
0}"4 T 74 %% (combination) & o] &dle] A7 e a1t 2 b= REM12E ab PRODT ab DISEx(-1)S &4F f?} =
AXol1, T ’6}1/}“ REM2&A ab CFOZ} ab DISEx(- 1)3 %‘4‘}?} Z7%#]olt}, o]5 Cohen and Zarowm(ZOlO)-J 1S
0]—36]-04 A% A7s 2 A7) A" ab TREMe| Aziel AFoa falet Aoz UrE}%}.
au B dPdME A dgde] Aoige s 8= B4 nElekA @%th 1 o]f+= Ashbaugh et al.(2003)2 ©]
Az ATl AFA B Aughs Fslel BT A FFEEE A7 ezt 2§ deS AFs 9] wEelth
g AA o924 4S5 Al Roychowdhury(2006)] A7eld Rg4s AL wf Al b2 AA o924 SHA] 25 o]
olo] & 7Pd T e RIS ATFHEZR, o]F A I Adighs FHsA ¥u Aol AHgste Aol 7HL“4°E

o Bed = Aot

13
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HIET (oA AR ol =Y

AREV =t7] wj&9e] HslE
AREC =t7] vi&Ade s

PPE  =t7] F3AHEA Y A4S A2 A9))
€ =z
A} V1G] o TAE e,

ol EfeIxt=4|E2t o2 HEd

ool ojxle A

=
2
PN
o,
é
=3
172}
o
=
N
%)
.
o
3
ofr
_,_,
_\1

Lo 7 wheh A E HSEES 2004Lﬂ‘:‘
B 7% 90045H 20096714 dEAH L 4 B 20099744 40,2167 7199/ AR
A9 9712 ARA7 AT FAAAT AL A9]sta FEe ARE BEE (E DI 2 AYER
JEANAI F HARIAS gatos theo) = NICEASH7/ME () &/ 7ol wet
2L BEAIE 7S BRo g NAsT TEHAL (F DS 2, AARLZAA Az
o] Aul o]l 56.6%2 U gon ¥z
(1) 3¢ &34 2= 719 T 22,7527) 71elnt. vgol =rf 8 Al
(2) NICEA£3714 K.(5) 9] KIS-VALUEIA (11.7%, 4,719 7194/9) =2 AAFEE 10%
B4 = os XHTX]‘E—ﬂ' Q) 271=8 79 o AAEH, UwA dF2 10% oWz v
Bttt Aoz o] AlgE EEo] A Ak
B oo mEe wAAsdelm maszre o AH 1F EEHA UGS & =
20049578 20099744 6 dztolth. kA AHE
AAY FE5HF(BYS, F NI, F CFO)& t+14]
oz =449, #YUSFREM, ARM)Y & V. 45EMZHL
AW (SIZE, LEV, GRWA) & tAHez 245
W71 Wl #AMe 9 FAWeE 200394H
2008%377}%]9] A2 E o3t} 4.1 L #ee| 7|=&A
271 (DA 2895 AYAZ ol fe AFA
%Y ovur gAA el Ak g3 vag T AT ADFE J@)7 mI4d A
W o2y wio|d. 24 (2)dA golarng S8 MFSe VIZEAFL (F 2)¢ dehfich
3 #ad Are NICEASH/PR(F)e KIs- T U5l 542 e v oe 2o
VALUE®|A] gg}gﬂr/}'l@ a8 T A(1)5E 24 FAAgolaE A~z = (ERIAHEH] &) BYS
(3)74A9) Ba@Ao Ta®E we zEd gt o FE(TAF)l 0.020(0.015)°IH. = HEH
14) 2719054 gl HAIRIE 128 oloje) AARdo] te: EeEo) Slol, & ATeME ofF UEE RAA el 34

a9,
15) (& DolA] 713 Be M58 Axahe Az
2% BEHo) 98] BAHU,

ol thate] oAl

AT H40A AM52 20114 108

FER7IE wet A
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HEY - 5y - ot
(B 1) 29 Ml Bx
! o T 2 A7 EE o
= WEE(%)
Az 22,752 56.6%
144 3,653 9.1%
Tof 2 Ay 4,719 11.7%
T 1,801 4.5%
A 2 ddid 2,711 6.7%
Ll Eate! 2,825 7.0%
7] €} 1,755 4.4%
A 40,216 100%
%) 9l TEE NICBI &/ MR8 KIS VALUES] 758 928 duw 7129 9 £
(E 2) 7|=E4
W 2 AAFEE (N= 40,216)

3 5 EFAA g Hdl gk
BYS;t+1 0.020 0.015 0.036 0 1
F Nl¢+; 0.040 0.031 0.092 -0.262 0.376
F _CFO¢+1 0.052 0.047 0.150 -0.474 0.526
ab_CFO; -0.037 -0.035 0.344 -1.627 1.622
ab_PROD:; -0.090 -0.064 0.391 -1.888 1.610
ab_DISE; -0.057 -0.042 0.211 -0.938 0.830
ab_TRM,; -0.184 -0.150 0.757 -4.452 4.062
DAP; 0.027 -0.009 0.357 -1.070 2.132
SIZE: 16.991 16.745 0.950 13.709 23.908
LEV; 0.649 0.674 0.206 0.145 1.110
GRWA; 0.218 0.099 0.550 -1.141 2.827

F) W9 Ao BYS = t+ 14k FAAYe|AE AT (ERIAEH]S), F NI+ = t+19% 37071254, F CFO,+1=
2/712%22}, ab CFO,= t3% B34 998F8E, ab_PROD;= tA% v|34 A7}, ab_DISE,=
dx $84 243 {Roychowdhury(2006)2] Wiel wet Al4td 233 (=ab CFO
x(-1)+ab_PROD+ad DISEx(-1)]}, DAP:= td%= ROA A3z2% AFA 2 (Kothari et al. 2005), SIZE:= td%=
NATFE(EA ) AA23E HE), LEV,= td% Bu&(=23A/224), GRWA= td= vj

t+19% 9ddas

td= WA A A%, ab TREM:= t

-7k )1 2349

29 JRE(=(7H=

719l A ERIAFES o] &3] HAAYzES 3} A 2%2 F712 o Rets Aoz vehi

W PJgAog A 7150 A (prime rate) Zo} 2k7] o]l (F ND 9 H#3 FH4+= 247 0.040

16) 4, FAAYo|2-&(COD) 49 Ho 0.066°112 THFE 0.0629T. ol& F871Ro2RE AFAYAl LF9 Hitolzh
£9] 6.6% A=Y YeRITH
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HIET (oA AR ol =Y

7 0.0312 25 F(+)] FAoH, 27| 498w
SE5(F CFO)9 ##7 F94+= 0.0529F 0.047
2 9 F(+)9] goltt.

REMS] 342 % B ddd=ss&(ab CFO),
03 A7 ab PROD), HIAA A#d A&
(ab_DISE) ¥ ¢]&&

auh;} %_%L;ﬂ =2 ;‘q

(ab_TRM)E =F a3z T ()9 %
o= et ofske del AEMY é@%l 2l DAP
= HoA] ok(+)9] 7+ Holxm gith. REMS] Al

7K Z2]9k AEMO] DAP 8= 25 #Ho]
A 40) zel7t e AL Ag FPA] A5
F0)ell 2HE eI, & AFe —Wrﬂ z%
<= 98t sk 1% WellA 2% (winsorization) <
FY37] wiFolth. A, DAPS ZFHA ] H|
& ab TRM®] 2%+ teF 20 A= A et
o ool HRATIHY 7S A TR
=85S 5 o2y S o] &oto] Kol
Ztol7b B Atk Aol
B(SIZE)S B (FHT)<
16.991(16.745)°]2, FAH&(LEV)& 0.649
(0.674) 1™ wjZd 3 (GRWA) S BT (F4]
0.218(0.099)°ltt. 53] 4384
7ol Apol7b AA vept A 4R 7
& tigt A E Adar] wielt),

(]

=

ab_TRM BYSel| el gt <k (+)9] dH8L
7WA 3 ek w3 ab TRMS F NI 2 F
o dal Folat (-9 AHAS 7 ULt o]

AT H40A AM52 20114 108

ol EfeIxt=4|E2t o2 HEd

ool ojxle A

T AEEEE T Rl Be VHYTE
A 2D & (FA ARl o] 2be 22 E)o] Ere
Adolx, HA o]dxAol w2 VIAYFE A
olejol} 27| YYAFEEC] Hadthe Aot
ol2|gh A Al 7k4] REMS! ab CFO, ab PROD

Holm qnk. wAde] 723 o]923 DAPY
4S% ab TRMZ #9#<l
wepd 44 o)

o
o
>
N
)
1122
i,
o
19
PN
o
o
<
3
o
12
o
N,
Py
ot
o,

1

A % £ A¥oelt}, =3 LEVE BYS, F NI ‘3-1
F CFOd| disl 2t7 &F(+), =), =)o &&
AL A3t o= HzHHl%Ol o 2
5 BRI Gl ¥ =3, 2] A =4
@the Z¥eltd. 18l3 GRWAE BYS,
2L F CFO s 25 <k (+)9 s 7z
7199
Ie =
de W= 30% %

O

5 2 4
2oge o %31, ] 39

[e]
= R ab,TRMJJr DAP

=
3T

rlr J}ru
ro
>

oX, l‘lO

)
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SEY - sl - Hiroh
(I 3) 7 Ak
Variable | BYSi+; | F NIi+; | F CEO:+; | ab CFO | ab PROD | ab DISE | ab TRM| DAP SIZE LEV GRWA
B : 0.023 | 0.008 | 0.056 | 0.057 | 0.024 | 0.052 | 0.013 | -0.016 | 0.044 | 0.090
i (0.000) | (0.124) | (0.000) | (0.000) | (0.000) | (0.000) | (0.009) | (0.002) | (0.000) | (0.000)
i ! 0.360 | -0.099 | -0.103 | -0.057 | -0.114 | -0.049 | -0.039 | -0.122 | 0.185
— (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000)
o ! -0.068 | -0.056 | -0.032 | -0.069 | -0.070 | -0.007 | -0.075 | 0.061
— (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.141) | (0.000) | (0.000)
4 | | 0.562 | 0.116 | 0.778 | 0.465 | 0.035 | 0.005 | -0.089
- (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.322) | (0.000)
0530 | 0.921 | 0.120 | 0.055 | 0.004 | -0.079
2l oD L 10,0000 | (0.000) | (0.000) | (0.000) | (0.444) | (0.252)
0.606 | 0.106 | 0.030 | -0.018 | -0.162
ab DISE L 10,000 | 0.000) | (0.000) | (0.000) | (0.000)
0.303 | 0.053 | -0.001 | -0.127
LRI L 10,000 | 0.000) | (0.872) | (0.000)
0.042 | 0.027 | -0.036
DAP L1 (0:000) | (0.000) | (0.000)
-0.029 | -0.043
SIZE 1 L 10,000 | (0.000)
0.120
LEV L (0.000)
GRWA 1 1
1) ABAFE DojE ARSI, AARLS B (N=40,2167) 719/<).
72) Wigo Ao (X 2)9 vty 2L
#3) 2ESk] £AE p A (FSAD).
9] F(+) FBEE 7L o] o] F oY T REM ¥$we didez AN Zdns
239 ool g ETE Aol de ez (F 4 Husidth. 28 1%E 37AE 4 Al
BT, HFED =2 ABAEE Hole W4 7BA REME SHAE Husisla, 28 4% o&
© Sl ez Adym age Hdx wezt xﬂ 7IE Ak T SAAE Basiiit g
5344 (multicollinearity) w4l 28] %4 C{(E 49 FARAA BE #7129
ko Aoz d =) J, 729 HgE 95t AR (ZIND) Hu 9 A
Z(XYD)Yn| Wgd gt Al dHrE Hus)
4.3 EfRIXI2H|23} ANl o|dxX7te| EAMZAD} A @Skt wEA B¢ :rLQTJr*‘: A Azl

4(1)9 23

1394

Ao A} AEM(DAP)

Lile= it R is

Aol 7b sl $¢]
(& e 2HE

74045
oo

[

E‘?ﬂ, F %k%
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|AL7U7|O-|0.||A-| Alx-” 0| olx

ZHo| Efelxt=o|Snt o2 FYdntol| ojxls I

1% o[hlH BARCE fol% FEololN A 42go] B /YUSE oF /9ol FAxLE
H (1) dFRge] 3L Aglet Aoz g ] AFAEL HuH o]YolA FHHYHo] &
Bt mde 498 ) U 56% oo XSk 986 g Zenge e 8
Aol Ttk AneA, ol 874 Ed we o
Al 72 REM 2 284 REMO] 4% 25 71 5 REM ] %2 7Ije] BIAEr 8ol o
A, FAuE 2 AGEE BA o= BYS 78S Yehdt
o el 1% oW =M 93k % (+)9 A oo Ades AA7IEE ez B43% Kim
FEHES A ) ol U4 (F 3)9 @<= A Song, and Zhang(2010)9] Aztel dx¥ Az}
e Aotz At o]t A AA o o]A17 (Ge and Kim(2010)9 ZA¥ete= dx)&
(Z 4) A o|el=Hzo} EfRIX}EH|Z(BYS+1) 2t glHEMAD}
o oA BY, BYS*"%,. BYS*"%+1 BYi
=T g =g 1 2 2 2 3 23 4
o ) 0.032 0.032 0.031 0.032
= : (9.548**%) (9.804**%) (9.316**%) (9.726**%)
~0.001 ~0.001 ~0.001 ~0.001
SIZE: (-5.675"*%) (-5.945%*%) (-5.543%*%) (-5.835"*%)
0.007 0.006 0.007 0.006
LEV: * (7.719%*) (7.449%**) (7.922%%%) (7.516**%)
0.005 0.005 0.005 0.005
GRWA; * (16.080***) (16.312***) (16.268"**) (16.502***)
0.002
ab_CFOt +/ (3444***)
0.003
ab_PROD; 1/ (6.292***)
0.004
ab_DISE; +/ =
0.002
ab_TRM, + (6.104***)
SIND 3 g 3 3
>YD =3 g 3 3
+981 ;B 0.056 0.057 0.056 0.057
F gt 171.784** 173.882*** 172.336*** 173.706***
N 40,216 40,216 40.216 40.216
Z1) Mg Aot (E 209 o 2
2) Bagle] AL 4 AP a9 A% -k
23) ¢t rm 27} 19 5%, 10% SN 23S el ($E0%).
2GSt HaoH M5E 20114 102 1395



=
-

Kim, Song, and Zhang(2010)
&4 REMZES] #AE
ol ¥, Ge and Kim(2010)& A EA

= —
I
}
¢

_E.}H

o)

re ok o rlo

k9

B Q7e FARGE A4 27e 9
227 A HPS B
o] &3 HEA%S B
AA g, Heb B A7
37b Jehd o] % sh}2: Bharath et al.

)

3}

T

o

1

=

¢

o

[e3]
H™
o
*4s

(2008)9 F4AH JAHE & FAFAHY A
AAEETGE g87183s 53 APEFEAA <k A
AAEo] 7193 #de o B2 FEE 72 9
= F U3, AY T A 28R o 25 5 4

=4 9tk Bharath et al.(2008)°] m=wH,
53 &g 43 AEANHEE A le
H, ZARUEA] 7199 AR 27 E =
obA AloF Fo= RUEHo|Y Auisy A ¢

43 Ao vk et} ¢k Bhattacharya
and Chisea(1995)% 7|9E5L Auydoz B
H AR ABAH(dispersed bondholders):E
O 28" 22 [ gg71HdAs 259 A
A9l A H (proprietary information)& 717°] ¥
fate dttu F4%. At Diamond(1984)
= AH diEAE] nAdEE 41, o5e] Y
At (borrower) ol thgh ZHA] - ZHEo] SlolXE F-
S FAE givta gt 2RA R 3|4
Ao AAFAAET G| 2P AA R F4A
A (flexibility)e] © =i 24Ake] 3]A19 Ao
vhe-gk 744 2oy HIZbE 2N o BHEd
A%k (customized contract)e] AZE 7FA 2t
gt} webr Bharath et al.(2008)2 A FAI%
ZRH AR Ho] hEASAA T8
Bo] wHu, AP ES Ho] tiEte] mHd

o]
k=

o
L

1396

N
ol
et
&

Q
s

of
2
_>;
ol
o
BX .
O
30 © o M =

N

2

8 9 JAFEY A&
A2 ggsly] groz
oA M 12 vdATIge
B ERIARZH] & = K
Ao AAE A7t ettt
fdor £43 23 = REMZ BRIAEH &
Zelle &(+)e AAZE BEE Ge and Kim
(2010)9 A7oA =9€ b = AGAke] 713
Fo|A 7Hdo] AAE AHT,

EAMse] 495 Hd, SIZEE BYSl disl
ol 29 AF#ts, LEV 9 GRWAE BYS
of tell Fogt F(+)o AFas 7L ol &

H]

L
T

A (E e v ABAE ATE dse 9A
9. % Qe 245 AFREEHe] ] o

ol AAASERH 8750l SobdA 7Y
o] BIAREH o] ¥ a1, FAHEo] =& 7Y

Hetstol

T HM40A 5% 20114 10



HIET (oA AR ol =Y

) A
A9 494 AT T QAT 4
Bo| 875980l FobAN BRIAR §o

)
T 23oltt,

FFI

(X Hellde 2A oAz} gl e E3te]

3
HAE FAeHT. 2 Hole REMI ERIAHE
v g3te] FAE A glo] AEMY 43 F

A Foll= Ao} 2ol F Mgzt F(+)9] ur

o=
{1 Scia= S 2t

|

AEM7Ee] AUld Z94 (relative importance)
T A8t g

Axtet FEs e 2 (1)& ol&st] FATAE
235 (F 5l Uiz, Fa¢ A=
(£ 60 #4E AnE A

(% 5)9 Z7E ®HW, F g2 F=
1% O]LHC’]W SAACE fFogh Frolofx AA]
g (D)ol Ao 4%
‘JrE]r‘/L‘ﬂr 7 mge] AwE (4% 4)
of 735 o] 2k 5.6% Fxolth AFaE A
HEH, Al 7B REM % $34 REMS] 4% =
T 7199 R, FAEle 3 A4 ofvel DAP7L

S =
g

A5

o
oo
o

- (3t

o| EfeIxt=|E2t o2 ZSdntof njxls

A FAG o= AA| o] FHAES BY
of tiafl 1% clle] FFAA freldh F(+)9
THE 7 sl

ol UMl (F 4)°] AThe} o] AA o]z
Aol =& Y 7HYTFE AAAEL o E 7
Ao o] #H HHJ} v AL ES
g glo] Bl w3 FEH] Erhn U

=3

ol 8PFUEE ¥l AF 7199 FAZ

)

g, AEM(DAP)& BYSoﬂ e el (o)
o] Alggkz Hola glo] REMO| ZA¥ete At
279t DAPY BYS7F =)o A4S 7P<1
I givke 2¥e PIde e R A58
DAPZte] #AE 4% Subramanyam(1996)
2 Guay et al.(1996)¢] Azte} I3}
71Ef AR Arls (E 4)¢] Aot doE A
0|2 Ho|1 ¢ gomz Wrol o= Aekait}
YllXe (& 5o B8 45 3]s 243
oM AH2H 2T} A4 (standardized coefficient)
£ ab_TRMZ} DAP| tjsl 7]L7—.L El’é}oﬂﬂ- <E
5>°ﬂ BaE s AASSY g &

o #F3 ﬁlﬂ} 0.039°]3, DAPY #F3}
47} 0.020012& ab TRMe] DAPXT} 1.954)
(=0.039/0.020) 9 At ol F WFd F

AAoR Fefatl HHE Afol7t Sle7te %

17) (& 5)9 AT W

thes ol us. Qugo Zko] 10 o] ol &
itk (& 5)°] 29 49 7 I ] 714 =gkl W
ol#]&t VIFe| ﬁl}i getet ELH SEASE R PR ES
7H}. o] % BAAREe A

AT H40A AM52 20114 108

3t ‘3]%%" A( multlcollinearlty —rxﬂ7} A,l s B
g2l A E‘i?ﬂf’ﬂ "/}%‘%’ﬂ‘é EAZE EASHE
ab TRM ‘ﬂ 2 7 3ol 1.353¢ & Zo® veiytt. wehA

ﬂr TR FATL %

A% ARt e 7}Z]-i UEaAAd s B Mo =0l ARt

Z(variance inflation factor; VIF)
Ao 2 eksta

4243 ML 9FE 19 B4 ¥e ASE 3

T 0o

1397



(F 5) AR O[IEH U AR SHoNT} EFOIRIEH|R(BYS,. )2k BI72AZT}
5 = ol BYS*"%,; BYS*6, BYS'C, ., BY.
- 2y 23 1 23 2 23 3 23 4
47 9 0.032 0.032 0.031 0.032
(9.595%**) (9.788***) (9.283***) (9.738"")
-0.001 -0.001 -0.001 0.001
SIZE: - (-5.691"*%) (-5.9417"%) (-5.5217"%) (-5.848"")
0.006 0.006 0.007 0.006
LEV: * (7.598"**) (7.425%*%) (7.925"*%) (7.433%*%)
0.005 0.005 0.005 0.005
GRWA: * (16.200**) (16.282"") (16.240"") (16.586*")
~0.002 ~0.001 0.001 ~0.002
DAP, + (-3.614***) (-2.392*%) (-1.656%) (-3.682°*")
0.003
ab_CFOt +/ (4822***)
0.003
ab_PROD; 1/ (6.606***)
0.004
ab_DISE; +/ (4.498***)
0.002
AL +/ (7.011**%)
SIND 3t ¥t ¥t 3t
SYD 3 %3 %3 3
798 0.056 0.057 0.056 0.057
F & 161,250 162.690°" 161.037°" 163.080"
N 40.216 40.216 40.216 40,216

1) W59 el (& 2)9] shda} 2g

F2) Zoote] FAE 72t AR AASFY -3,

F3) e A% 1%, 5%, 10% FEAN FU8E e (@547,

A A% (Parallelism test) = Zd] Aato] A= DAPHT} ERIALER] &0 n|x]E= a7} Ad e

S AN Bt ® o Ane] maw ap TRM 0 2 f 2 Aoz dehdt olge Az @A

7} DAPZH= BAACE FstAl 1% o|dlelA] = B¢ o]z HY HA o] FFol =

zkol7} sl ALz Yehwtt. wekA ab TRMZF L 7199 dia] A@AE] B =LA L+5Y

18) W43to] AR 27)e) Ajols} ShrkE Fohii Wl AR o) Anue was NS SFAS %S olgae ¥
o] Atk (Subramanyam 1996). ¥ d3+& X}" WS w2y gon 3 BN Bl w2E WHFEZR] AlgAje|rt
Srks Y A28 oledle] RS TR MTES ArE WS Atd )T skl o] WeEe] 2 54
o] & F Uthe HolAl & dAFe o]gdt Aol7t 2H AFIAFE o] 8] Mty Aud A7) E gelsisit
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HIET (oA AR ol =Y

o| EfeIxt=|E2t o2 ZSdntof njxls

(E 6) EflX2H|Z(BYS:+1)oll 0lxl= ZnfolAf REMZt AEM7te| &ThE S22

EF3 AT EF3 AT
Model 4 ab_TRM DAP
Rank order of Coefficient 0.039 > -0.020
First-Second (8'g83)
) A F ADT AFAtololn],. HEete] A& pvalued (FE5AF).
2) First-Seconde A #WAg F WA Wt AFAto] AFS & AoH, First-Thirde A W<} Al WA ¥4k A4
Aol HEY.
o wrgdtie Aot} ol tE o] Y of Husttt Heh %Al (GE 6)Z Zo]
g o, v OlA AAl o]z zt EA o ololo] mxE &3 2w REMI} AEMZH
7128 o]z o] ERIAEN| & A E TS AUA FeAd g AR 248t o 49
Ao} o8, 1 Adle ARAT] A olelz & (E )l dehisinh & nPAe s 5
Aol A o w2 L?—’F‘%‘Er—% BA)7)e A s}
o2 eht 49Ae A4l olelzg Sl we

719 daide e (penalty) =

Aitoltt, b AAAELS LA lz‘af& °
qrAutt AA oz E ° F
ARl aefshe AoE e ¢ -&'ﬂo VM
& REM°] AEMET} €
AAEE] & H %&'& Je v ‘l»t—

J2ANY 744 29 7

Ad 2nE v o
4719 el AR5

BAA gIts A ox
Ado|B & REM F50] &

AaAEE S A2 A A

ot FARA WYl &9

Ao A%Yn UeE AAE Fh

g

E—\:‘ i}ﬂ O]‘—’J(FfNI)Oﬂ el 1% F= oWl

Foet ()9 AFHS /K . o3 4
e AESFS 5 oy 3ol =2 7Y
drs F7) Hud o9 I7ME AR
2171 73982l FAtold g2 o fHadte 4
To|t}, O]Eﬁ?} Z—iﬂ% Gunny(2005) ‘%l Leggett

uhEba] Al o]z 9 fn‘—zol i—":g IHLTE
nE BEARI Z e ool i =
REM< &g olejx7o] nlg 7483}
ol 895 ZYgth= Gunny(2005)% Leggett
et al.(2009)¢ 2& wWaFez 7 32 AAH

i)

1399



(2 7) &A olel=d 9 A=k~ grolnl X7] o2 (F Nliy+1)2te 317 EAZ 0}
W of| 2 F NI;+q F Nl+; F NI;+; F Nl+;
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+ —_
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o| EfeIxt=|E2t o2 ZSdntof njxls

(EZ 8) o|zff 0|2(F Nli+1)oll o|xl= ZzlollAf REMZF AEMZEe| ATHA EoXM
FZ3 As EFZ3 As
Model 4 ab_TRM DAP
Rank order of Coefficient -0.110 > -0.012
First-Second (88(1)2)
Ase T Jad AsAtololn] BEeke] £AE pvalued (F5HZ).
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4.6 Dlgh YRUHTEST AF Ol Y LAl = BAAYT. 1 Are (&
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Rank order of Coefficient -0.063 > -0.029
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Z1) AgE T AWzt Adatololn] BEcle] A& pvalued (F24Z).

Z2) E‘}izlst;;—%cc;ndE A WAg T da) Wzt AsRte] 35S @ Holw First-Thirde 3 WAls Al WA W53ty A%
et 2de] Ay (¢4 RS U 3.2%  (E 1o FNI9 Az 464 27] 4983
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HI&E7|HolA Al olx=FHo| EteIAt=H|E2t o2 ZYHntol ojxl= T

Panel A : (X 5)o|A £&¥37 BYSYC,,:9 4% (N=40,216)

Clustering test Newey and West(1987) test
% ‘/l\‘ oﬂ/\?} ng = BYSAV(IH1 dJ) BYSA t+1]
55| 291 5y 2 593 2q 4 2y 1 2y 2 5y 3 534
DAP. +/- -0.002 -0.001 0.001 -0.002 -0.002 -0.001 0.001 -0.002
’ (-2.49"") | (-1.65") | (-1.13) | (-2.58**) || (-2.40**) | (-1.58) (-1.10) | (-2.46")
. 0.003 _ _ _ 0.003 _ _ _
ab_CFO; +/ (3.18**%) - (3.19%*) o5
ab_PROD: +/‘ - (3.'94Hi) _4 - - (4.32-"1) - —
L _ _ 0.00 _ _ _ 0.004 _
ab_DISEt +/ (3.09***) 0 002 (3 53***) 0 002
ab_TRMc +/‘ — — — (4.'25*“) — — - (4..56***)
7 I N S EX) X 2] X 7 3 X
SIND T3 L) L) T L) L) T L)
31D ¥ ¥ ¥ Y ¥ ¥ ¥ ¥
Panel B : (& T)dA F&W47} F NLQ 35 (N=40,216)
Clustering test Newey and West(1987) test
H & d A dep = F NL dep = F Nl
7 | E¥1] 232 2% 3 284 231 2% 2 2% 3 23 4
DAP +/- 0.001 -0.008 -0.012 -0.003 0.001 -0.008 -0.012 -0.003
L (8.3;) (-4.95**) | (-7.44***) | (-1.72%) (8.3;) (=5.11***) | (-7.71***) | (-1.78%)
_ -0.027 _ _ _ -0.027 _ _ _
ab_CFOt (_13.3111:;) (‘13.61"‘)
_ _ -0.008 _ _ _ -0.008 _ _
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_ _ _ _ -0.013 _ _ _ -0.0
ab_TRMt ( 15. 44;11) ( 16 51"1)
¥z | 7 | %% %3 7 %3 7 7 %7 x5
SIND B} ] X} £ ] ] L B}
VD X ) X = X %) % )
Panel C : (& QoA FE5HFI} F CFO:+% 73F (N=40,216)
Clustering test Newey and West(1987) test
wE |4y dep = F CFOu1 _ ] dep = F CFO.sy
55 231 g2 B33 234 231 532 29 3 23 4
DAP. +/- -0.011 -0.017 -0.020 -0.122 -0,011 -0.017 -0.020 0.012
; (-2.78***) | (-4.67*) | (-5.73***) | (-3.26"**) | (-2.84***) | (-4.78***) | (-5.83***) | (-3.34***)
_ -0.021 _ _ _ -0.021 _ _ _
ab_CFOt ( 4. 94:&*) ( 5. 02“*) ,
_ _ -0.024 _ _ _ =0.02 _ _
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s | 7 | %% ) X} X B B %7 9
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IS ASE (T Do ST 2L
-7—2> 2ocke] £AE 24 A JAAS -3,
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The Effect of Real Earnings Management by the
Non-listed Firms on Cost of Debt, Future Earnings,
and Future Cash Flows from Operations

Jong-Il Park® - Hye-Jeong Nam** - Kyu-An Jeon***

Abstract

The purpose of this paper is to investigate the effect of real earnings managements (hereafter,
REM) on cost of debt and future performance measured as earnings and cash flows from
operations in non-listed companies. In addition, this paper examines a relative effect of REM
and AEM (accruals-based earnings managements) on cost of debt and future performance,
collectively.

Earnings management can be classified into two categories: accruals-based earnings
management and real activity manipulation. AEM involves within-GAAP accounting choices
that try to “obscure” or ‘mask” true economic performance. Schipper (1989) defines AEM as
purposeful intervention in the external financial reporting process, with a view to obtaining
private gain for stockholders or managers. REM is defined as ‘management actions that deviate
from normal business practices, undertaken with the primary objective of meeting certain
earnings thresholds” (Roychowdhury 2006, 336). REM occurs when managers undertake actions
that change the timing or structuring of an operation, investment, and/or financing transaction
in an effort to influence the output of the accounting system. Specifically, these abnormal real
activities distort not only the fundamentals of the business but also the quality of reported
earnings, and thus increase information asymmetries between managers and outside investors
with respect to a firm's true earnings performance. This increases information risk, and creates

an adverse selection problem, on the part of outside investors. Rational debt-holders therefore
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demand a premium for bearing this REM-related information risk, which in turn leads us to
observe a positive relation between the intensity of REM and the cost of debt. Given the scarcity
of evidence on the above issue, we are motivated to test whether REM is an additional factor
which increases information risk, and thus the association between the intensity of REM and
the cost of equity is positive, even after controlling for the cost of debt effect of AEM and other
firm-specific risk factors including size, debt ratio, and growth ratio.

Meanwhile, prior research provides limited evidence that REM has a negative impact on
subsequent operating performance (Gunny 2005; Xu 2007; Leggett et al. 2009; Gunny 2010).
Ewert and Wagenhofer (2005) argue that REM “is costly and directly reduces firm value.” Cohen
et al. (2008) state REM is “likely to be more costly to shareholders” than AEM. The Graham et
al. (2005) indicates managers think all companies should use REM to manage earnings as long
as ‘the real sacrifices are not too large.” We examine whether the value implications are different
depending on the type of earnings management employed REM and AEM. Further, we examine
the extent to which REM and AEM affects subsequent operating performance. We expect that
all else being equal, REM and AEM negatively affect future operating performance. In
particular, a negative impact is greater for REM activities than for AEM activities.

To do this, we measure REM using Roychowdhury (2006) s method, three type of real earnings
management are considered : unusually large sales discounts to boost earnings temporarily:
overproduction in order to lower the cost of goods sold: and abnormal cuts in discretionary
expenses (including advertising expenses and selling, general and administrative expenses) to
boost earnings, and AEM using ROA performance-adjusted discretionary accruals following
Kothari et al. (2005)’s method. For a dependent variable, cost of debt is estimated as a average
value from three variables of borrowing yield spread. The borrowing yield spread is calculated
as deducting a 3-year treasury bond from loan interest rate. Observations of this paper are
40,216 firm-years in non-listed companies which are not listed in Korea security market from
2004 to 2009.

Findings of this paper are following. First, this paper finds a positive relationship between a
abnormal cash flows from operations, abnormal production cost, abnormal discretionary expenditure,
and a aggregate variable and cost of debt, respectively. This result is still valid even after
controlling for firm size, leverage ratio, and growth. This finding suggests that firms with high
level of earnings through real earnings managements are more likely to experience a high cost
of debt and debt-holders perceive it and tend to require a high borrowing interest rate even a

firm reports good performance. This also implies that debt-holders recognize earnings managements
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through real activities.

Second, this paper finds that REM has a greater impact on cost of debt than AEM. This
means that debt-holders require a higher borrowing interest rate to REM rather than AEM
and give a penalty in engaging real earnings management. Third, this paper finds a negative
relationship between REM and future performance measured by future earnings and future
cash flows from operations. Specifically, firms with high level of earnings through REM are more
likely to experience a lower future performance. When it comes to AEM, a negative relationship
between AEM and future performance is significant. Fourth, a relative important of earnings
managements on future performance is greater for REM when we measure future performance
as future earnings while AEM has greater impact on future cash flows from operations.
Finally, REM negatively influences on future earnings rather than future cash flows from
operations while a negative impact of AEM is greater in future cash flows from operations than
future earnings. These results are still hold even after appling a fractional ranks variable rather
than a continuous variable as a dependent variable. And also t-statistics from Newey and
West (1987) are significant, suggesting that our results are robust.

In sum, the results of this paper indicate that the effect of earnings managements on cost of
debt is different depending on a vehicle. And investors in debt market differently evaluate a
reported earnings of non-listed companies. The findings in this study have various implications.
Given the lack of empirical findings about non-listed companies, the results of this paper suggest
that the relationship between earnings managements and cost of debt varies depending on a
vehicle and a relative impact of earnings management on future performance also varies. These
results are consistent with the notion that debt-holders do perceive these real activities as
opportunistic behaviors, but AEM rather as favorable operational activities, and also our results
suggest REM and AEM adversely affect future operating performance consistent with the
expectations. Therefore, these findings of this paper are very useful and provide a lot of important
implications to regulators, investors and creditors that are interested in cost of debt. Academics

can also apply the discussion in this paper for related researches.

Key words: Real earnings management, Accrual-based earnings management, Cost of debt,

Borrowing yield spread, Subsequent operating performance, Non-listed firms
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