SETHIBCEATE), RENEEITE & NETHHI SRS HIE O 24T

An Empirical Analysis regarding the Effect of Internal Controls
System on Accrual and Real Earnings Management

b B B BEEBFRRFEAMEER, =\ —IAREFREHER)

Masumi Nakashima, Fukushima College, Converse College

R

REE D HAL, KEMS¥EUHETE (Sarbanes-Oxley Act of 2002, SOX 7£) E AR T D%
BHORFHIREATENRS X OVERREITE), SFKETEZ S O ICIRTFROEEITE), AR
DEHOEEITE), WRAOBREITHIH ML L CTHEREITHOE(LEZHREE L, DOREREE OKH
BITEHOREERNERTIGICTEWT DT Ly Y =IO ROMWAAL R T DT NF
AHEN S TH LN EMITHZ L Th D, KOPREENG . (1)SOX EHE ALK, 5 E I1THK
B ETER LOEERNEETE RRHCAEER) 20 S5 L L b, RTFHEEITEZ M
il L CRIZ b A m DT (2)SOX IELARNE, BEREEEA A 2T 1 71278 > TR
1TE)Z BN & 8 B[ OB E BTN O W TR TR TR A BT 4 7 & 2o THN
SEDMAMR B - 7228, SOX EEA LI T W IS EREA > T ¢ 7R EITE 2 1
HSWD 2 EITORB>TND, Q)AL NI DA AT 2L, SOX ELLRTIE IR
FRREATENC 720 LT A KIE LT3, SOX B A LIS I T R EITE) (FRICAEMER)
P TCIE e REHNEEITE), RN ETENCEL KT LIH ST 5 X 0 ICEO T D,
TENRBETE D,

Summary

This study investigates the impact of Sarbanes-Oxley Act of 2002 (SOX) on accrual and real earnings
management (EMM?2) of the U.S. listed Japanese firms and determinants of changes in accrual and real
earnings management in the pre-and post- regulation periods. I divide accrual earnings management into
conservative earnings management (EMMI, Leuz et al. 2003), neutral earnings management (EMM3,
Leuz et al. 2003), and aggressive earnings management (EMM4, Balsam 1998; Suda et al. 2007). I
document that EMMI increased and not only accrual earnings management and aggressive earnings
management but also real earnings management decrease after the passage of SOX. I also document that
while to avoid decreases in earnings is significantly positively related to accruals management and to
avoid loss is significantly positively associated with aggressive earnings management prior to SOX, to
avoid decrease in earnings is significantly negatively associated with EMM3 after the passage of SOX.
In addition, I document that while real management is significantly related to bank-oriented governance
in pre-SOX period, the decrease in not only accrual and aggressive earnings management but also real

earnings management are significantly associated with bank-oriented governance in post-SOX period.



