& H

AAT 2= S R R

fE&

mfEEE (FIRASE R AREE)
B (PRERREETELEIEE (EREH))
R (RSB S IR

HE

AR A (2009) AFRAERE A S B SR et i 5 faes - HEMSRINBEZE
AR RS s E MR 2= 2 - )5 F Hanlon (2005) & Blaylock, Shevlin, and Wilson

(2012) 58 jREHARR 722 F A RN AT A B ik S HLAH BN T~ 2 R B B B S MBS R A
E - HRERER B =0 > B > BN s - AR AR BER K E
sTRIERRFEMERERE R BURE AR ER R EE 2P B MR B REEN - 5
Zo RERIEAVRZR AR RS LR E A AT - RAVEER MBS MR
FFEMERE R — 3k 2EE R BREN R R R T et rEl: - &
re NI S S A E B RIE VR AR AR - SHERGREIARE
afl o 2RI AET TR R AR B B 2 BEOR IR (RIS A A 2 J B R B B B R Ml
B S — e b3 s SCRFER Oy BIS N SURRAY SR AL » 50 R T TRH R E B A R3S SR S
NIt EERE A RSN - 5= > ERIEEMT 2R A EIEE S & e E T SRR
THEE - AR — e - MEREGERRER K B RN E AR SRS
BrE B A B E A AR AR - SRR B AT Y 5 i
&

g

FIERRFEN: © MERSUEGED MeraE  HREHE S RerET

Title

Book Tax Difference and Earning Quality

Author(s)

Li-Hua Kao , Teng-Sheng Sang, Hui-Shan Chang

Abstract

Using the formula provided by Chen (2009) and the tax footnote from
financial statement of parent company, the taxable incomes and book-tax
differences are estimated for the listed companies in Taiwan. Following the
empirical model in Hanlon (2005) and Blaylock, Shevlin, and Wilson (2012),
this study examines the relationship between book-tax differences and
earning quality of company in Taiwan. The empirical results summarize in
three folds. First, compared with group of other companies, that of large
book-tax differences has negative persistence of current earning and
component of accrual. This evidence indicates large book-tax difference as a
negative signal to earning quality. Second, compared with group of other
companies of large positive book-tax differences (hereafter LPBTD), group of
high earning management has negative persistence of current earning and
component of accrual. This result indicates group of high earning
management companies of LPBTD has negative effect of earning quality. But,
this result does not hold for the group of aggressive tax management of
LPBTD. The latter result supports the arguments that the behavior of tax
management may distort the taxable income instead of book income. So, the
current earning can be reliable information to predict future earnings. Third,
the response coefficient of earning and that of components of accrual were
negative for both group of high earning management and aggressive tax
management. The investors discern the behaviors of both high earning
management and aggressive tax management as a negative impact factor of




the stock return of company in Taiwan.
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