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Abstract

This paper investigates the behavior of Japanese firms' reporting on extraordinary items. The
existing literature argues and shows that Japanese firms manage earnings through sales of marketable
securities and fixed assets. In contrast, we present evidence that, although consistent with this previous
literature, also takes into account extraordinary items and suggests that Japanese firms sell assets with
unrealized holding gains or losses to increase or decrease, respectively, current period earnings. Our
evidence shows that sale of assets with unrealized gains or losses was a viable tool for earnings
management before mark-to-market accounting and impairment came into the Japanese GAAP after
fiscal 2000. Our results are robust after controlling for sales, sales changes, cost of goods sold and

selling, general and administrative expenses.

Keywords: Extraordinary Items, Real Activities, Earnings Management
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RESEARCH INTERACTION FORUM 1l

TUESDAY AUGUST 6, 2013 — 9:45 am-11:00 am

Hilton, Ballroom Level, California Ballroom

Board 35 Between a Rock and a Hard Place: How Tax Practitioners Straddle Client
Advocacy and Professional Responsibilities. Timothy J. Fogarty, Case Western Reserve
University; David Jones, Case Western Reserve University

Board 36 The Effects of Corporate Governance and Ownership Structure on Capital
Structure: Empirical Evidence from Canada. Nadia Hermassi, University Elmanar of Tunis;
Fodil Adjaoud, University of Ottawa; Chaker Aloui, University of Manouba

Board 37 Is Mandatory Auditor Rotation Necessary? An Analysis of Auditor-Client
Bonding. Michael V. Bamnes, Oklahoma State University

Board 38 Earnings Management around Debt-Covenant Violation: An Empirical
Investigation Using a Large Sample of Quarterly Data. Anand Jhg, Texas ARM
International University

Board 39 Reoccurrence of Financial Restatements: The Effect of Auditor Change,
Management Turnover, and Improvement of Internal Control. Yu-Ho Chi, The
University of North Carolina ot Pembroke; Huey-Lian Sun, Morgan State University

Board 40 Mandatory Disclosure Regime and Corporate Disclosure Behavior—Does
Corporate Governance Matter? Larelle Chapple, Queensland University of Technology; Thu Phuong
Truong, Victoria University of Wellington

Board 41 Ethics Mindsets, New and Old. Martin A. Leibowitz, Yeshiva Universify; Alan Reinstein, Wayne
State University

Board 42 Top Marketing Officer Dismissal and Earnings Management. Liming Guan, University
of Hawaii af Manoa; Ying Guo, University of Howaii at Manoa; Lijuan Zhao, California State University, Los
Angeles

Board 43 Sustainability Accounting Reporting: A Survey on 30 U.S. Dow-Jones
Companies. Ying Guo, University of Hawaii ot Manog; David Yang, University of Howaii af Manog

Board 44 The Impact of Enterprise Resource Planning Implementations on Firm's Long-
Term Operating and Market Performance. Nai-Hui Su, National Chung Hsing University;
Justine Chang, Chaoyang University of Technology

Board 45 The Events Cycde Approach: Do Assets and Liabilities Really Matter? Sadaharu
Takeshima, Kanazawa University; George H. Sorter, New York University

Board 46 The Information Content of Stock Splits in the Context of Stock Splits
Concurrently Announced with Earnings. Joohyung Ho, Loyola University New Orleans

Board 47 The Relevance of Price Sensitive and Non-Price Sensitive Announcements.
Asheq R. Rahman, Massey University; Chris Grose, Massey University; Mike Bradbury, Massey University

Board 48 Product Market Competition and Earnings Management around Open-Market
Repurchase Announcements. Wen-Chun Lin, National Taipei College of Business; Tsai-Ling Liao,
National Formosa University

Board 49 Is the Asset Growth Effect Market Efficient? Evidence from Stock Issuance
and Buybacdk Restrictions. Alan Guoming Huang, University of Waterloo; Kevin Jialin Sun, St. John's
University

Board 50 Classification Shifting and Reporting Behaviors of Japanese Firms on
Extraordinary ltems. Chien-min Kevin Pan, National Chung Cheng University; Masao Tsuji, Waseda
University

Board 51 Does Equity-Based Compensation of Audit Committee Deter or Trigger
Increase Earnings Management? New Evidence. Hyungtae Kim, Korea Advanced Institute
of Science and Technology (KAIST); Byungjin Kwak, Korea Advanced Institute of Science and Technology
(KAIST); Inho Suk, University at Buffalo, SUNY

Board 52 The Effects of M&A Goodwill on the Equity Value of Chinese Listed Firms.
Xinoke Cheng, Beijing Jiaotong University; Lijie Yao, Beijing Jiaatong University; Kai Zhong, Beijing Jinotong
University; Lidong Zheng, Beijing Jinotong University

Board 53 The Effect of Separation between Control Rights and Cash-Flow Rights on
Related-Party Guaranty: Evidence from China. Xiangzhan Meng, Xi‘an Jiaotong University;
Junrui Zhang, Xi‘an Jiaotong University; Hongli Zhang, Xi‘an University of Finance and Economics

Board 54 Earnings Quality, Earnings Beta, and Cost of Equity. Shengmin Hung, Soochow
University; Taychang Wang, National Taiwan University
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PROGRAM AT-A-GLANCE

FRIDAY, AUGUST 2, 2013

5:00 pm-7:00 pm Registration
7:00 am-6:00 pm Registration
8:00 am-5:30 pm Pre-Conference Workshops
8:00 am-5:30 pm Conference on Teaching and Learning in Accounting (CTLA)
SUNDAY, AUGUST 4, 2013
7:00 am-7:00 pm Registration
8:00 am-12:00 pm CTLA
8:00 am-4:30 pm Pre-Conference Workshops
9:00 am-3:00 pm Career Center (Interview Hall)
12:00 pm-1:00 pm Accounting Exemplar Award Luncheon (ticket required)
3:00 pm-7:00 pm Exhibits
4:30 pm-7:00 pm Career Fair
5:30 pm-7:00 pm Early Bird Reception/
Dinner on Your Own
MONDAY, AUGUST 5, 2013
6:45 am-8:15 am Section Breakfast with Business Meeting
(TLC; ticket required)
7:00 am-5:00 pm Registration
7:30 am-12:15 pm Exhibits
8:00 am-6:00 pm Career Center
8:30 am-9:45 am Opening Plenary Session
Speaker: Jeffrey Selingo
9:45am-11:00 am Effective Learning Strategies
Research Interaction Forum
10:15am-11:45 am Concurrent Sessions
Section Business Meetings (ATA, FARS)
12:00 pm-1:45 pm Section Luncheons

(ATA, AUD, FARS, GNP; ticket required)

Section Luncheons with Business Meetings
(1AS, MAS, TYC; ticket required)

1:30 pm-5:00 pm Exhibits
2:00 pm-3:30 pm Concurrent Sessions
2:00 pm-3:30 pm Section Business Meetings (GNP, SET)
3:00 pm-4:30 pm Research Interaction Forum
Effective Learning Strategies
4:00 pm-5:30 pm Concurrent Sessions
Section Business Meeting (PI)
6:30 pm-8:00 pm Welcome Reception/

Dinner On Your Own



PROGRAM AT-A-GLANCE

TUESDAY, AUGUST 6, 2013

6:45 am-8:15 am

7:30 am-12:15 pm
8:00 am-6:00 pm
8:00 am-5:00 pm
8:30 am-9:45 am
9:45 am-11:00 am
10:15 am-11:45 am
12:00 pm-1:45 pm
1:30 pm-5:00 pm
2:00 pm-3:30 pm
3:00 pm-4:30 pm

4:00 pm-5:30 pm

6:00 pm-9:30 pm

Section Breakfasts with Business Meetings
(GIWB, IS; ticket required)

Exhibits
Career Center
Registration

Tuesday Morning Plenary Session
Speakers: Gregg Gordon, Michael Jensen, and

Judy Luther

Emerging and Innovative Research
Research Interaction Forum

Concurrent Sessions

Mew Scholars Concurrent Session
Luncheon (ticket required)

Speaker: Jorge Cham
Exhibits
Concurrent Sessions

Effective Learning Strategies
Research Interaction Forum
AAA Business Meeting

Concurrent Sessions

TLC WOW Event: Accounting with the Angels (ticket required)

Dinner on Your Own

WEDNESDAY, AUGUST 7, 2013

6:45 am-8:15 am
7:00 am-8:15 am
8:00 am-11:00 am

8:00 am-2:00 pm
8:30 am-9:45 am

9:45 am-11:00 am

10:15 am-11:45 am
12:00 pm-1:45 pm

2:00 pm-3:30 pm
4:00 pm-5:30 pm
5:30 pm-6:00 pm

Section Breakfast with Business Meetings
(DIV, ticket required)

Section Breakfast with Business Meetings

(FIA, ticket required)
Career Center
Registration

Wednesday Plenary Session

Speaker: Adrian Sannier, Brian Bushee, and Michael Jensen
Effective Learning Strategies

Research Interaction Forum

Concurrent Sessions

Luncheon (ticket required)
Speakers: Mary Barth, President-Elect

Concurrent Sessions
Concurrent Sessions

Refreshments and Raffle Drawing



