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The Real Effects of Disclosure on Diversity: Evidence from the Canada Business Corporations Act

Xingchao Gao (1), Thomas Bourveau (2), Ole-Kristian Hope (3)

(1) University of Toronto - Rotman School of Management, Toronto, ON, (2) Columbia University Business School, New
York, NY, (3) University of Toronto - Rotman School of Management, Port Hope, ON

We examine the impact of a 'diversify-or-explain' disclosure mandate implemented by the Canada Business
Corporations Act (CBCA) in 2020 on corporate leadership diversity. The mandate requires that firms registered federally
under the CBCA either set diversity policies and targets for the boards of directors and senior management or explain
why they have not done so. Based on manually assembled rich dataset, we first provide descriptive evidence of the
diversity trends of public firms in Canada. Using firms registered provincially (non-CBCA) as a control group, our
difference-in-differences estimations reveal that the mandate is associated with an increase in diversity on boards and
among senior management. The effect is concentrated among firms that comply by disclosing their diversity policies
and targets. Further analyses show that the effects are partly attributed to increased shareholder monitoring through
director elections and board renewal mechanisms. Overall, these findings contribute to the current policy debate by
showing how a flexible comply-or-explain form of regulatory intervention can promote shareholder conversations and
improve corporate diversity.
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The Effect of Expected Shareholder Litigation on Corporate ESG Reporting: Evidence from a Quasi-Natural
Experiment

Sydney Qing Shu (1), Lijun Lei (2), Wayne Thomas (3)
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We examine the relation between expected shareholder litigation and the issuance and tone of ESG reports. We do so
by exploiting a U.S. Supreme Court ruling (Morrison v. National Australia Bank Ltd) that exogenously reduced expected
litigation costs for non-U.S. firms that trade on both U.S. and non-U.S. exchanges (i.e., U.S.-cross-listed foreign firms).
The Morrison ruling eliminated the ability of investors who purchased shares on non-U.S. exchanges to seek damages
in U.S. courts under Section 10(b) of the Securities Exchange Act of 1934. We document that after the ruling, U.S.-cross-
listed foreign firms were less likely to issue ESG reports, and for those firms continuing to provide reports, the tone was
more optimistic. Our cross-sectional analysis suggests that the ruling's effect on the issuance and tone of ESG reports is
stronger among U.S.-cross-listed foreign firms headquartered in countries where shareholder lawsuits are more difficult
and where social norms toward ESG issues are weaker. As stakeholders' demand for ESG reporting continues to grow,
and as litigation related to ESG reporting increases, our study provides important evidence of the effect of expected
shareholder litigation affects ESG reporting.
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Green Transition and Information Verification Costs

Ole-Kristian Hope (1), Heng Yue (2), Qinlin Zhong (3)

(1) University of Toronto - Rotman School of Management, Port Hope, ON, (2) Peking University, Beijing, Republic of
China, (3) Renmin University of China, Beijing, Republic of China

This paper examines whether and how the green transition affects the information verification costs of firms in high-
polluting industries. Utilizing the implementation of the Green Audit of Outgoing Officials (GAOO) policy in China and
relying on difference-in-differences analyses with firm fixed effects, we find that audit fees of firms in high-polluting
industries significantly decrease when the economy transits toward green. We provide evidence for two channels: (1)
Auditors rely on heightened governmental monitoring and reduce their efforts; (2) Firms in high-polluting industries
improve their environmental performance, which leads to lower client risks. Additional analyses show that reduced
audit fees are not accompanied by a deterioration in audit quality and there is no evidence that treatment firms switch
to lower-priced auditors. Overall, our study indicates that the green transition can reduce the information verification
costs of high-polluting firms.
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National Audit Oversight and Foreign Investment
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This study examines the relation between national audit oversight and portfolio holdings by foreign investors. Using a
difference-in-differences design that exploits the staggered establishment of public audit oversight bodies (POBs)
across countries, we find that after a country establishes a POB, the country attracts more foreign portfolio investment
(FP1). More specifically, our results suggest that foreign investment increases by approximately $500 million per
investing country, on average, after POB establishment. We find that our results are partially attributable to increased
perceived investor protection associated with POBs, in addition to lower information risk attributable to higher audit
quality. Our study provides evidence of real economic effects of the establishment of international POBs, which adds to
the literature on auditor oversight and to the broader literature on economic consequences of regulation. These
findings should be of interest to international regulators and capital market participants.
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Holding Foreign Countries Accountable Act (HFCAA) and Financial Statement Audits: Early Evidence
Chuong Do (1), Tony Kang (2)
(1) University of Nevada-Reno, Reno, NV, (2) University of Nebraska-Lincoln, Lincoln, NE

The goal of this study is to provide some early evidence on the Holding Foreign Country Accountable Act (HCFAA)
applicable to foreign firms cross-listed in the U.S. In the wake of reported difficulties in accessing foreign firms' audit
documents by the PCAOB, the SEC enacted the HCFAA, which bans trading of foreign securities in the U.S. market after
two consecutive years of non-compliance. Our results show that auditors increase the audit effort (i.e., higher fees and
longer audit lags) after the HFCAA. Managers increase the discussion of the firm's audits during their conference calls,
but their language becomes more vague. These findings are observed for Chinese firms but not for the other foreign
firms. These results suggest that Chinese auditors are pricing the greater audit risk and the managers are more careful
in their discussion of the sensitive audit matters.
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Audit Regulation and Debt Financing: Evidence from PCAOB International Inspections
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We examine the effect of U.S. audit regulation on non-U.S. listed firms' choice of debt financing by exploiting the
staggered introduction of the Public Company Accounting Oversight Board's (PCAOB) auditor regulatory oversight of
foreign audit firms from 2005 to 2016. We find that non-U.S. clients of auditors subject to PCAOB international
inspections increase their propensity to issue public debt (i.e., bonds) rather than private debt (i.e., bank loans) and
these clients enjoy a significantly lower cost of bonds relative to the cost of bank loans. We also find that (1) the effect
of ex ante threat to auditors dominates the ex post effect of inspection reports for clients of the inspected auditors, (2)
PCAOB international inspection access affects loan contracts by encouraging fewer and loosened covenants, and (3) the
impact of PCAOB auditor regulatory oversight depends on the home country's institutional mechanisms that mitigate
the agency costs of debt. Collectively, these results suggest a spillover effect of U.S. audit regulation to non-U.S. listed
firms on a firm's choice of debt instruments, cost of debt financing, and the private debt contract design.
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Prior research has called for the need to investigate how national cultural values can affect accountant's interpretations
of accounting standards (Doupnik and Riccio 2006). We address that call by examining the relationship between
national culture and the disclosure of critical audit matters (CAMs). Specifically, we examine how culture is associated
with the disclosure of CAMs for non-US audit firms and how culture influences the external audit report. We focus on
the audit report because it serves an important monitoring function in instilling credibility, trust, and confidence in the
financial statements of emerging and international entities. We find that the number of CAMs reported is significantly
associated with Hofstede's (2001) cultural dimensions as is the readability of the audit report. These findings should be
of significant interest to the PCAOB as it broadens its oversight across international borders.
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Unveiling Informative Value in Key Audit Matters: The Importance of Dissimilar Risk Disclosures
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Despite substantial global efforts to implement Key Audit Matters (KAMs) for about a decade, ongoing discussions
surround the extent of its informative content with most archival papers finding no informative value in KAMs. We
complement this literature by providing granular analyses of KAMs' content. We examine the informative value of
differences in the wording of KAMs for the same topic. Using a sample of listed client firms in the United Kingdom, we
hypothesize and find that auditors' risk disclosures are informative only if they provide dissimilar information in two
dimensions simultaneously: compared to both (a) the previous year and (b) industry peers. We further show that KAMs
explain 0.3% of the stock price reaction at the annual report release date and about 40% of the KAMs are informative.
Our results are stronger when all the audit committee members are independent and when investors face greater
information asymmetries. This paper has implications for auditors and standard setters by providing evidence that
temporal and cross-sectional variations in KAMs provide valuable information.
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We investigate the effect of accounting standards on the reporting of audit matters holding fixed the underlying
transactions. Specifically, we study U.S.-listed firms that are domiciled in the European Union (EU) and therefore must
report key audit matters (KAMs) to their home-country securities regulator and critical audit matters (CAMs) to the U.S.
Securities and Exchange Commission (SEC). While the EU requires that these firms report consolidated financial
statements using International Financial Reporting Standards (IFRS), some of them report two separate annual reports
each fiscal year, one with KAMs based on IFRS and the other with CAMs based on U.S. Generally Accepted Accounting
Principles (U.S. GAAP). These firms with twin financial statements allow us to document differences between KAMs and
CAM s due to differences in IFRS and U.S. GAAP. We show that these twin firms report more KAMs and differ in word
count and sentiment, consistent with IFRS permitting more discretion. Because we are concerned that expanded audit
reporting is affected by auditing standards per se or that their implementation could lead to differences between KAMs
and CAMs, we perform sensitivity tests in which firms with twin financial statements are benchmarked against those
that report KAMs and CAMs using the same accounting standard, IFRS.
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Our study examines the effect of entrusted lending on listed nonfinancial Chinese lenders' accounting conservatism.
We employ the instrumental variable approach as well as difference-in- difference to adjust for endogeneity. In
addition, we perform a placebo test, entropy balancing, and propensity score matching to identify suitable control
samples. We find that nonfinancial Chinese lenders engaging in entrusted loans are more inclined to employ aggressive
(i.e., less conservative) accounting compared to non-lenders, based on different measures of conservatism and a
variety of specifications, in a sample period from 2003 through 2020. The negative effect of entrusted lending on
accounting conservatism is more pronounced for lenders with lower analyst following, lower management
shareholdings, and looser monetary policy, whereas this negative effect disappeared following implementation of the
Administration Measures on the Entrustment Loans of Commercial Bank in January 2018. Further, we document that
nonfinancial lenders of entrusted loans with guarantee or early repayment clauses tend to use less aggressive (i.e.,
more conservative) accounting than lenders of loans without such clauses. Significantly, nonfinancial lenders of
unaffiliated loans tend to use less aggressive (i.e., more conservative) accounting than lenders of affiliated loans do.
Our findings are consistent with our conjecture that, unlike affiliated lenders, unaffiliated lenders lack good investment
opportunities in their main businesses and thus may use conservative accounting to signal stricter screening of
borrowers to improve loan quality. Our study extends the debt contracting theory of accounting conservatism and
provides indirect empirical evidence for the contract theory of accounting conservatism in the shadow banking setting.
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Utilizing a novel setting where shareholders are provided an opportunity to vote on the adoption of annual financial
statements, this study examines the relationship between shareholders' voting outcome and the quality of reported
earnings based on data of institutional and retail shareholders' votes at over 3,300 general meetings in Indian firms.
The results indicate that the percentage of dissent expressed by institutional shareholders is inversely related to the
quality of earnings of firms. In contrast, retail shareholders' dissent is influenced by firm's financial performance. In
additional tests, we find that the negative relationship between earnings quality and institutional dissent is
concentrated in firms that are; younger by listing age, have a low market-to-book ratio, characterized by high stock
return volatility, and have foreign institutional shareholding. Further, the results indicate that institutional dissent
results in superior earnings quality in the year subsequent to the dissent.
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Using Weibo data of Chinese A-share listed firms from 2010 to 2019, we examine firms' disclosure strategies on social
media based on impression management theory and find that firms with declining performance are more reluctant to
disclose earnings information and are less likely to disclose earnings information containing quantitative number, net
profit metrics and comparable performance information on social media, compared to firms with improving
performance. The results indicate that firms maintain or enhance a positive image by selectively disclosing or
highlighting positive information. Additional analysis demonstrates that the use of these strategies is more pronounced
for firms with more management ownership, fewer analysts following, and less investor attention, which is consistent
with impression management theory. Our study contributes to the literature on both impression management and
social media and has implications for investors and governments.
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CEO Network Connections and Real Earnings Management: International Evidence
Huan Qiu (1), William McCumber (2)
(1) Millsaps College, Jackson, MS, (2) Louisiana Tech University, Ruston, LA

This study investigates whether CEO network connections influence non-US firms' decision to manage earnings upward
with the alteration of real operating activities, as well as the future operating performance of the firms, for the period
of 1998-2017. We find that 'more connected' CEOs are less likely to induce the firms to alter real activities to manage
earnings upward and the results are robust with the use of different regression models. The additional empirical
findings demonstrate that the negative effect of CEO network connections on the level of real earnings management
used in a firm is stronger in the countries with lower country-level governance quality. We also empirically decompose
the effects of CEO network connections into the informational and reputational effects and find that the informational
effect positively contributes to the negative effect of CEO network connections on the level of real earnings
management used in a firm. Further analysis unveils that, compared with the level of real earnings management
activities used in other firms, the ones used in the firms led by 'more connected' CEOs are associated with better future
operating performance of the firms. Overall, our results suggest that CEOs network connections have a positive impact
on the informational environment and operating performance of the non-US firms.
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Research in international accounting is replete with studies on the relationship between the formal institutional
features of company directors and the accounting quality of companies. However, only a limited amount of research
has examined the relationship between informal institutional features of directors and accounting quality. Amongst
these, studies mainly examine the influence of macro-level features, such as the culture and religion of directors or
countries, which are not necessarily indigenous to the context in which the relationship is examined. This study
examines the association of an informal institutional feature of directors that is indigenous to its context, i.e., the tribal
affiliations of directors. The purpose of this research is to study the association between tribal affiliations of individual
directors and the accounting quality of companies listed on the Nairobi Securities Exchange (NSE), Kenya. The study
uses earnings quality as a proxy for accounting quality and hand-collected director-level details of 860 directors
representing 97% of the companies listed on the NSE to identify directors' tribal and political affiliations and other
attributes. It then evaluates the relationship between tribal connections and the earnings quality of the companies. The
results show that while tribal affiliations have an adverse relationship with earnings quality, this relationship is reversed
for directors who hold or have held parliamentary and government positions. These results suggest that tribal kinship
could have an adverse influence on the transparency of the firms, but when the members of the board are also
politically connected or have significant government affiliations, they have a positive influence on transparency. The
likely reason for the latter is the public scrutiny of elected political offices and the better professional standards of
current or former government officials. This study has implications for understanding the influence of indigenous
directors on the boards of companies in a developing country on the quality of accounting information those
companies produce.
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The literature has documented the effect of political connections built by firms on their innovation activities. However,
few have investigated whether intergenerational inheritance would affect political connections and hence their
innovation activities. Using the unique emerging markets of China where family firms have entered a peak period of
handover and inheritance in recent years, we examine whether the resignation of the founder of the family business
and the taking over of the successor will significantly affect political connection and innovation activities of the family
business. The results show that the political connection constructed by predecessors would negatively affect innovation
activities, while those constructed by successors would positively affect innovation activities. The negative impact of
the predecessor's political connections on firm innovation activities exists only when a family business enters
intergenerational inheritance. Such a negative impact mainly exists in the early stage of intergenerational inheritance
(preparation stage). Our findings have implications for the strategic planning of the top management of family firms
entering intergenerational inheritance.
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The communication of accounting information requires a special vocabulary, and, in specialized languages,
standardization is a key to clear communication. We provide the first large-sample evidence on the level, determinants,
and implications of accounting terminology standard-ization for a global corpus of annual reports written in English, the
lingua franca of capital markets. Three main takeaways emerge from our analyses. First, we describe the use and
properties of ac-counting terminology and find that cognitive and dialectal causes (e.g., accounting systems and English
proficiency) are the most important drivers of terminology standardization. Second, the adoption of a new reference
framework of accounting terms or tags (i.e., the introduction of IFRS and XBRL) increases standardization but conceals
linguistics-related heterogeneities. Third, ter-minology standardization is negatively associated with both the
incompleteness within and differ-ences across accounting databases, consistent with the idea of standardized language
being instru-mental for users in extracting accounting information and reducing information processing costs.
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This study examines the importance of accounting comparability in the review of initial public offering (IPO)
applications within China's approval-based IPO system. We find that IPO applicants reporting accrual amounts that are
more comparable to those of public industry peers face fewer regulatory inquiries regarding potentially abnormal
accounting practices. Furthermore, our results reveal a positive relation between an applicant's accounting
comparability and the likelihood of obtaining IPO approval. The impact of accounting comparability is more
pronounced in the approval process when the applicant's economic fundamentals are more difficult to assess.
However, we find that accounting comparability becomes irrelevant for the approval decision when the applicant has
political connections. Further analyses demonstrate that approved applicants with higher accounting comparability
experience less IPO underpricing and exhibit stronger post-IPO performance compared to those with lower accounting
comparability. Overall, we provide new evidence on the value of accounting comparability in the regulatory decision-
making process.
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Latin America

Stephen Salter (1), Rosa Gonzalez (2), Rodrigo Taborda (3), Felipe Janica (4)

(1) Middle Tennessee State University, Murfreesboro, TN, (2) Universidad de los Andes, Bogota Distrito Cap, Colombia,
(3) Universidad de los Andes, Bogota, Colombia, (4) EADA Business School, Barcelona, Spain

The audit industry is a large global service industry. Like other service firms, it depends on the performance of its
employees to succeed. This paper examines factors that affect the job performance of 778 auditors from a global audit
firm in four Latin American countries. It finds that emotional intelligence and country of origin significantly explain job
performance. It further finds that gender, education, and firm rank affect composite performance ratings. Comparable
results are found in each of the sub-dimensions of performance. The study fills important gaps in our knowledge of
Latin American perspectives, the cross-national efficacy of emotional intelligence, and additional factors that affect
performance in the audit industry. It also discusses the implications for future plans to improve audit quality and the
need to reevaluate the current one size fits all global audit control systems.
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One of the current trends in the American accounting community is the idea that, in a world where economic
rationality does not prevail, corporate society can be well managed only by relying on institutionalized accounting.
Sunder et al. argued for such institutionalization based on contract theory, and Basu and Waymire et al. developed
this idea as neuroaccountingl. They pointed out that institutionalization takes place in the brain, thus reflecting the
brain structure (system). Also, the specific brain regions can be identified using prior neuroscience research.
Furthermore, they argue, based on EO Wilson's theory (epigenetic rule), that this specific structure (system) of the
brain may be inherited through non-genetic means. They posit that this has contributed to centuries of trial-and-error
and evolutionary institutionalization of the accounting system. In contrast, we have found in brain experiments that
the activation of the left supramarginal gyrus underlies Adam Smith's 'invisible hand' and Hayek's institutionalization
of norms and institutions based on trial-and-error. In addition, we present the results of several neuroaccounting brain
experiments.a"—AR
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What Influences the IFRS? A Content Analysis of the IASB's Bases for Conclusions
Simon Thies (1)
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Despite the global relevance of the International Financial Reporting Standards (IFRS), current knowledge about the
factors influencing these standards is limited. Particularly, there is no empirical study that tries to capture all factors
holistically. This study aims to close this gap by analyzing the Bases for Conclusions of the most recent IFRS standards
using content analysis. Thereby, a holistic categorization of influencing factors was developed, consisting of three main
categories: 'environmental factors', 'stakeholder influence', and 'IFRS Foundation and International Accounting
Standards Board (IASB)'. The results reveal a lack of transparency regarding the consideration of auditors' and standard
setters' influence by the IASB and show a strong incentive for users to lobby, especially on disclosure topics. Moreover,
important gaps to be addressed by future research are identified. Accordingly, this study contributes to the literature by
enhancing the current understanding of IFRS standard setting and by providing implications for research and practice.
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Abstract: This study investigates the associations of count number of sentences of risk disclosures with actual corporate
risks and cost of equity capital. In respect of annual stock return volatility, we find that profit firms with lower volatility
tend to provide higher level of financial risk sentences and hazard risk disclosure sentences. In the aspect of the sales
volatility, loss firms with lower volatility tend to provide higher level of strategic risk sentences. As to cost of equity
capital, we find that loss firms bearing lower cost of equity capital tend to provide higher level of financial risk
sentences, while profit firms bearing lower cost of equity capital tend to provide higher level of operational risk
sentences. We also explore the possible moderating effect of Fog Index of readability and find that, except for the loss
firms about financial risk sentences and profit firms about operational risk sentences under the issue of cost of equity
capital, the moderating effect of Fog Index of readability weakens the associations of count number of sentences of risk
disclosures with actual corporate risks and cost of equity capital. Keywords: annual report readability; corporate risk
disclosure; cost of equity capital.



4.02: Economic Significance of Financial Information in Various Business Contexts 1
1/27/2024
10:30:00 AM-12:00:00 PM

The Effect of the Economic Growth, Regulatory Relief, and Consumer Protection Act on Community Bank Mortgage
Loan Outcomes

George Lu (1)
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This study examines the effect of the Economic Growth, Regulatory Relief, and Consumer Protection Act (EGRRCPA) of
2018 on community bank residential home mortgage loan outcomes, including loan application approval rates, pricing,
and subsequent sales. Section 101 of the EGRRCPA relaxed existing mortgage lending rules for banks with fewer than
$10 billion in total assets. This provision created a new compliance option for mortgage originators who hold the loans
in portfolio. Proponents of the law argue that community banks were disproportionately affected by the Dodd-Frank
Act of 2010 and welcomed the exemptions provided by the EGRRCPA. However, especially in the aftermath of the
recent bank failures of Silicon Valley Bank and Signature Bank, some prominent policymakers have criticized the merits
of the 2018 deregulation. Using an upgraded difference-in-differences design, my study provides empirical evidence on
whether the EGRRCA improved access to credit for mortgage loan applicants through the mortgage approval, interest
pricing, and secondary market channels. Overall, | find mixed evidence that the law increased the availability of credit
for prospective home buyers. While community banks appear to approve mortgages at a higher rate, charge customers
relatively lower interest, and sell more loans on the secondary market, the effect is less pronounced for smaller
community banks and for loan applications collateralized with properties located in lower-income census tracts.



4.02: Economic Significance of Financial Information in Various Business Contexts 1
1/27/2024
10:30:00 AM-12:00:00 PM
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We study U.S. cross-listed non-U.S. firms' mandatory XBRL adoption in 2017 report several key findings. This issue is of
interest to investors and regulators alike considering continued concern about the non-U.S. firms' reporting practices.
First, the way in which non-U.S. firms use XBRL systematically differs from that of U.S. firms a€“ non-U.S. firms use less
standard tags and more extension tags. Nonetheless, SEC's comment letter issuance to non-U.S. firms decreases after
2017, suggesting the XBRL adoption decreased the regulator's monitoring cost. Finally, non-U.S. firms' XBRL adoption
entailed some observable capital market benefits. Overall, even though non-U.S. firms' application of XBRL involve
significant use of extension tags, the mandate appears to have contributed to lower information process costs for
regulators and investors.
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Employee Accidentsa€™ Determinants and Association with Assurance: International Evidence from the Oil and Gas
Industry

Ana Marques (1), Fabio Motoki (2), Mona Al-Dosari (3)

(1) University of East Anglia, Norwich, United Kingdom, (2) NA - No Affiliation, Norwich, United Kingdom, (3) King Fahd
University of Petroleum & Minerals, N/A

In this study, we focus on one demonstrable outcome of poor environmental, social, and governance (ESG) practices of
a firm: employee accidents. Specifically, we examine whether a firm's occupational health and safety (OHS) system is
associated with its level of employee accidents, and whether accidents are associated with the firms' decision to assure
their sustainability reports. Additionally, we assess whether these associations are stronger in the case of ethically
controversial firms. Our sample encompasses 158 distinct oil and gas production firms from 15 countries. There are
three main results. First, oil firms with an OHS system report a significantly lower number of employee accidents, and
this association is particularly relevant for ethically controversial firms. Second, firms experiencing accidents are more
likely to seek assurance for their sustainability reports, a result that we also find when considering the choice of a Big 4
firm as the assurer. Third, when accidents occur, ethically controversial firms are significantly more likely to seek
assurance, possibly for legitimization purposes.
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Does ESG Create Shareholder Wealth? Global Evidence from Mergers and Acquisitions
Wei Wang (1), Alice Lee (2)
(1) Temple University, Narberth, PA, (2) Temple University, N/A

Corporations increasingly factor ESG issues into mergers and acquisitions (M&A) decisions, according to our analysis of
more than 4,000 M&A conference call transcripts. Such ESG deals are more likely to be initiated by bidder firms that
operate in the oil and gas, mining, and utilities industries (collectively the OMU industries), emit larger amounts of
greenhouse gases per sales dollars, and have higher ESG ratings. Although ESG deals perform no better than non-ESG
deals on average, ESG deals in which the bidder firm operates in the OMU industries do: the abnormal deal
announcement returns for OMU bidders average 3.3 percent over the [-1, +1] window and 10.6 percent over the
subsequent [+2, +60] window. We also report large improvements in the combined entity's operating performance
three years after the completion of ESG deals. ESG deals' wealth effects strengthen for vertical integrations in which
OMU bidders acquire supply chain partners, and when ESG topics are discussed in both the presentation and the Q&A
parts of the M&A conference calls. Institutional investors' demand for ESG cannot explain the results.
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CEOsa€™ Experience of the Great Chinese Famine and ESG Performance
Liya Hou (1), Peng Wu (2), Lei Tan (2)
(1) St. Cloud State University, Saint Cloud, MN, (2) Southeast University, Nanjing, People's Republic of China

This paper investigates the impact of chief executive officers' exposure to the Great Chinese Famine (famine-CEOs) on
environmental, social, and governance (ESG) performance. Using a sample of 3230 listing companies in the Chinese
stock market over the period of 2009-2021, we find that firms led by famine-CEOs have a negative impact on corporate
ESG performance. Our findings of myriad tests are consistent with materialism that adversely impacts CEOs' social
initiatives and positively impacts on CEQ's selfless behavior. We also find that the adverse impact of famine-CEOs on
ESG is mitigated by state-owned enterprises, personal power, individualist/collectivist culture. Our results are robust to
various econometric methods, alternative explanations, and approaches to address endogeneity concerns such as,
propensity score matching, and the placebo experiment. These findings shed light on the relationship between CEO
famine experience in childhood and ESG performance to facilitate stakeholders' decision-making and provide important
implications.
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Under Pressure: The Influence of the Working Environment on Analystsa€™ Herding Behavior

Louis Mangeney (1), Peter Fiechter (2), Annelies Renders (3)

(1) IESEG School of Management, Courbevoie, France, (2) University of Neuchatel, N/A, (3) Universiteit Maastricht,
Maastricht, Netherlands

While prior literature focuses on individual determinants of analyst herding, we examine the influence of the working
environment on herding behavior. We circumvent endogeneity issues by exploring shocks to analysts' working
environment, i.e., acquisitions of private brokerage houses. Using a difference-in-differences design, we find that
acquired analysts issue significantly more herding forecasts after the shock to their working environment, and this
effect is strongest right after the acquisition. While we do not find evidence that different job tasks assigned after the
acquisition explain the increase in herding, further analyses suggest that increased institutional pressure (i.e., higher
internal peer pressure and a more pronounced hire-and-fire-culture) due to the change in working environment are
plausible explanations for our findings.
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Breaking the Language Barriers? Machine Translation Technology and Analystsa€™ Forecasts for Multinational Firms
Pengkai Lin (1), Bingxu Fang (1)
(1) Singapore Management University, Singapore, Singapore

We study the impact of machine translation technology on analysts' forecasts for multinational firms. Exploiting the
staggered rollout of Google Translate's support to translate foreign languages into English, we find that analysts in the
U.S. improve their forecast accuracy for firms with substantial business exposure in the corresponding foreign
countries. The improvement is stronger for analysts who lack foreign language skills or foreign coverage resources in
their brokerage houses. The technology facilitates analysts' acquisition and integration of foreign information into their
forecasts. Our findings highlight the complementary role of publicly-accessible translation technology in supplementing
analysts' skills and resources.
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Investments in and Realizations of Intangibles: Implications for Analystsa€™ Forecasts
Andrew Anabila (1)
(1) University of Texas Rio Grande Valley-Edinburg, Edinburg, TX

ABSTRACT | distinguish between the investment (R&D expenses) in and realization (Patents issued) of internally
generated R&D innovation and examine their respective implications for analysts' earnings forecasts. | document
evidence that R&D expense and Patents issued differ in their respective associations with forecast attributes, not only
by magnitude but also by direction, revealing a case of stark opposites. Specifically, first, R&D expense (Patents issued)
is positively (negatively) associated with forecast inefficiency and optimism bias. Second, R&D expense (Patents issued)
is negatively (positively) associated with growth forecast revisions, and ex-post actual changes in growth. Third, R&D
expense (Patents issued) is positively (negatively) associated with ex-post actual earnings uncertainty. Fourth, R&D
expense and Patents issued interact to explain variations in forecast inefficiency by cohorts. This study contributes to
research by highlighting the impact of both R&D expense (the focus in prior research) and Patents, not only on forecast
inefficiency (in prior research) but also growth forecast revisions, and not only for short term (in prior research) but
also for long term forecasts. Certain peculiarities of the R&D endeavor, such as its transient and evolving nature
through different stages, reveal significantly different implications of each stage, for analysts' forecasts. Keywords:
Intangible Assets, R&D Expense, Patents, Analysts' Forecasts JEL Classifications: G17, G32, M41 Data Availability: Data
are available from the public sources cited in the text.



5.01: Audit-related Issues in China
1/27/2024
1:45:00 PM-3:15:00 PM

Remote Auditing and Audit Quality: Evidence from the COVID-19 Pandemic Lockdowns in China

Zhifeng Yang (1), Chansog Kim (2), Donghua Zhou (3), Hua Zhou (3)

(1) Stony Brook University, Jericho, NY, (2) SUNY-Stony Brook, Stony Brook, NY, (3) Jiangxi University of Finance &
Economics, N/A

Remote auditing has been extensively discussed but has yet to be fully implemented. The Covid-19 pandemic lockdown
policy in China provides an ideal research setting for investigating the relationship between remote auditing and audit
quality. This study reveals that firms facing more lockdowns during the audit period tend to engage more in earnings
management, prompting auditors to respond with increased modified audit opinions and heightened audit effort.
Furthermore, firms experiencing more lockdowns during the audit period engaged more in income-increasing earning
management, that was primarily achieved by reducing inventory, fixed assets, and goodwill impairment losses.
Auditors, in turn, revealed more inventory risks by exposing them in the key audit matters section. These findings imply
that remote auditing could be enhanced in areas such as identifying physical asset concerns.
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Business Strategy, Market Competition, and Audit Fees: Evidence from China

Liya Hou (1), Peng Wu (2), Shan Lu (3), Ruixue Du (4)

(1) St. Cloud State University, Saint Cloud, MN, (2) Southeast University, Nanjing, People's Republic of China, (3)
Southeast University, Nanjing, Republic of China, (4) Menlo College, Atherton, CA

We explore the relations among business strategy, market competition, and audit fees using the Chinese A-share listed
manufacturing firms from 2009 to 2018. We find that cost leadership business strategies are positively associated with
audit fees while differentiation business strategies are negatively associated with audit fees, and market competition
reduces audit fees. We further find that when market competition intensifies, the positive relation between a cost
leadership strategy and audit fees and the negative relation between a differentiation strategy and audit fees are
weakened. Our results show that business strategy and market competition are both the determinants of audit fees.
Additional tests suggest that the relation between strategy and audit fees is affected by marketization, implying that
the relation between business strategy and audit fees varies in developing and developed economies. Our study
contributes to the accounting and management literature and provides important implications.
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Accounting Fraud Allegations and Investor Sentiment: The Case of Luckin Coffee

Steve Lin (1), Zhenfeng Liu (2), Ran Ling (3), Ling Tuo (4)

(1) University of Memphis, Memphis, TN, (2) University of Michigan-Flint, Flint, MI, (3) Texas A&M University -
Commerce, Commerce, TX, (4) Old Dominion University, Virginia Beach, VA

This study examines the negative spillover effects caused by the fraud allegations against Luckin Coffee, the largest
Chinese coffee chain. We also examine whether investor sentiment plays a role in spreading the negative effects to
non-fraudulent ADRs. We find that investors negatively react to the discovery of the fraud. We also find that the fraud
allegations spread the negative effects to non-fraudulent Chinese ADRs and ADRs that were audited by Big 4 auditors
and Ernst & Young Shanghai. We, however, do not find the negative spillover effects to ADRs from foreign jurisdictions
where PCAOB inspection access was denied.
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Does Comparability with Local GAAP Improve When Firms Adopt IFRS?

Dina Clark (1), Elizabeth Turner (2), Clark Wheatley (3)

(1) Bloomsburg University of Pennsylvania, Berwick, PA, (2) Augusta University, Washington, GA, (3) Florida
International University, Miami, FL

Information produced by firms located in code law systems, where the accounting standards are regulated by the
government, have lower value relevance (Ball et al., 2000; Joos and Lang, 1994). Companies domiciled in emerging
markets, which are characterized by insufficient regulations and market inefficiencies, produce financial information
that is less value relevant (Abdel-Khlik , Wong, and Wu, 1999; El-Gazzar and El-Sadek, 2001). To overcome the problems
of value relevance associated with local GAAP, countries often seek to increase Foreign Direct Investment (FDI) by
adopting IFRS-the value of legitimacy. We examine the impact on comparability between local GAAP [Russian
Accounting Standards - RAS] and International Financial Reporting Standards [IFRS] after IFRS adoption. Russia provides
a unique setting to explore this issue because publicly traded firms with consolidated financial statements must
produce two sets of financial statements 8€“ one under each regime. In Russia, RAS is used as a basis for taxation.
When we examine measures involving income, we find increasing comparability over time as well as an increase in
measures of net income and a decrease in book-to market values, despite the cost of increased income taxes. The
quality of earnings, measured by discretionary accruals, exhibits no change under IFRS while it declines under RAS. That
trend reverses when we compare public firms reporting RAS and IFRS simultaneously to firms (both public and private)
reporting RAS only (never having used IFRS). We attribute our findings to a monitoring effect from IFRS in that publicly
traded firms are constrained from reporting RAS numbers that differ significantly from IFRS, even when it results in
higher taxes.
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International GAAP Differences, Modified IFRS, and the Role of Big 4 Auditors
Hong Duong (1), Chuong Do (2), Anh Ngo (3)
(1) Old Dominion University, Norfolk, VA, (2) University of Nevada-Reno, Reno, NV, (3) Norfolk State University, VA

IFRS Accounting Standards have become mandatory in over 160 countries. Although the effects of this change have
been studied extensively in prior literature, the sources of the effects are not yet well understood. The complexity and
principle-based nature of IFRS create significant uncertainty and implementation flexibility. Some countries modified
IFRS as issued by the IASB because they do not have adequate resources to ensure proper translation and
implementation of the new standards, or the modifications make IFRS better fit their economic and reporting
environment. Moreover, greater differences between a country's local GAAP and IFRS (GAAP distance) make the
convergence process more costly and difficult. This paper investigates the role of global auditing firms in the post-IFRS
adoption periods. We find that IFRS modification and GAAP distance are negatively related to financial reporting
transparency in the post-IFRS adoption periods. However, the negative impact of IFRS modification and GAAP distance
is moderated by audit quality. Firms audited by the Big 4 auditors have a higher level of financial reporting
transparency, even when they are located in countries with greater GAAP distance or have modified IFRS. Our findings
highlight the role of Big 4 auditors in the success of mandatory IFRS adoption by ensuring consistency in interpretation
and implementation at the international level.
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Antitrust Laws and Conditional Conservatism
Yi Liang (1), Sudipta Basu (2)
(1) University of Virginia - Mclintire, Charlottesville, VA, (2) Temple University, Philadelphia, PA

We study the effect of expected regulatory costs from antitrust laws on firms' conditional conservatism. To draw
plausibly causal inferences, we exploit changes in the stringency of antitrust laws in 82 countries and regions from 1991
to 2010. When antitrust laws become more stringent, we expect firms with high market power to increase
conservatism to reduce their reported earnings, which decreases pressures from antitrust regulators and the expected
regulatory costs. We find evidence supporting our prediction. The positive stringency-conservatism association is
stronger for countries with decreasing imports and more enforcement resources and firms experiencing big increases
in market power. We also find that the increased product-market competition induced by stringent antitrust laws
partially explains the positive relation, suggesting that firms report more conservatively to discourage competitors
when faced with higher competition. Our results are robust to alternative sample compositions, conservatism models,
antitrust indices, and industry classifications.
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Country-Level Loss Aversion and the Market Response to Earnings News
Michael Neel (1)
(1) University of North Texas, Argyle, TX

| examine whether country-level loss aversion influences the stock price sensitivity to bad earnings news vis-A -vis good
earnings news. Using two recently developed country-level measures of loss aversion, | find that the stock price
sensitivity to bad earnings news is higher in high loss-aversion countries than in low loss aversion countries. In
contrast, the stock price sensitivity to good earnings news is either lower in high loss-aversion countries, or
unassociated with loss aversion, depending on the test specification. Thus, there is an intuitive asymmetry in how loss
aversion impacts the market response to negative news relative to positive news. This influence of loss aversion is more
pronounced in countries with a short-term orientation, which should exacerbate loss aversion, and in countries that
Hofstede (2001) characterizes as more restrained. In these countries, investors should be less accustomed to corporate
risk-taking. Consistent with the earnings announcement returns, further analysis reveals that a subsequent return drift
to extreme bad news (i.e., PEAD) is present among low loss-aversion countries but not high loss-aversion countries,
suggesting that loss averse investors more fully incorporate bad earnings news into stock prices. In contrast, the return
drift to extreme positive news is detectable regardless of the level of loss aversion. Additional analysis also suggests
that the influence of loss aversion on the market response to earnings news does not reflect differences in the
informativeness of earnings news for future net income and cash flow performance.
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The Relationship between Country Factors and Financial Reporting Quality: The Mediating Role of Audit Market
Characteristics

Maria Rykaczewski (1), Steven Kaplan (1), Junjun Liu (2)

(1) Arizona State University - Tempe, Tempe, AZ, (2) University of Alabama in Huntsville, Huntsville, AL

One stream of research examines the relationship between country characteristics and financial reporting quality. A
separate research stream examines the relationship between audit market characteristics and financial reporting
quality. In this study, we connect these two research streams and demonstrate that audit market characteristics
mediate the relationship between country characteristics and firms' financial reporting quality. Specifically, using a
sample of firms from 35 countries, we show that the effect of country characteristics (captured by four latent factors
from Isidro, Nanda, and Wysocki 2020) on firms' financial reporting quality (captured by one latent factor representing
six measures of earnings properties) is largely explained by two audit market characteristics: the market share of Global
Six audit firms and the market concentration within Global Six audit firms. The mediation paths are significant for each
country factor, showing partial mediation for the first three and complete mediation for the fourth one. Our results
provide evidence on a key mechanism through which country factors influence financial reporting quality.
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The Role of Financial Information in Supply Chains: Evidence from Electronic Business Registers in Europe

Roberto Vincenzi (1), Vincent Giese (2), Ron Shalev (3), Antonio Marra (4)

(1) Universita Bocconi, Milan, Italy, (2) University of Mannheim, N/A, (3) NA - No Affiliation, Toronto, ON, (4) Bocconi
University, Milano, Italy

We explore the importance of financial information of counterparty firms in supply chain relations. Exploiting the
implementation of electronic business registers in European countries that significantly increased the accessibility of
private fims' financial information, we find that more accessible financial information is relevant to supply chain
relationships in an asymmetric way: it tends to have a larger impact when the financial information is customer-related
than when it is supplier-related. We also find that the timing in which the financial information becomes available is
important to its effect on the stability of supply chain relations. Information that is available before the supply chain
relations have started contributes to the stability of the relations in line with a better selection of supply chain partners,
while information that becomes available after relations have started tends to destabilize the existing relations. Overall,
our results highlight the differential importance of financial information to suppliers and customers and the importance
of timing of information accessibility in the supply chain.
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Board Independence and M&A Outcomes: Evidence from International M&A Laws
Byongwook Yun (1)
(1) University of Missouri-Columbia, Columbia, MO

This paper examines the effect of board independence on merger and acquisitions (M&A) outcomes. Exploiting
country-level shocks in M&A laws pertaining to board neutrality rules (regulations that prohibit the board of directors
of a target company to employ defensive measures) as an identification strategy, | find that firms in countries that
adopt the board neutrality rules are more likely to receive a bid from potential acquirors. | also find that, following the
changes in M&A laws, acquisition deals are more likely to be completed, acquisition targets receive higher premiums,
and the likelihood of goodwill impairment is lower in subsequent years. Cross-sectional analyses reveal that these
effects are more pronounced for acquisitions that involve different industries between target and acquiror, for cross-
border acquisitions, for countries with low rule of law, and for industries with low Herfindahl index . Collectively, the
results underline the critical role of boards of directors in the M&A process, and how regulatory changes concerning
these boards can significantly influence M&A outcomes.
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Discretionary Reclassification and Value Relevance: Evidence from Unrealized Gains and Losses on Available-for-Sale
Securities in Japan

Yuya Koga (1), Akihiro Nedate (2)

(1) Tohoku Gakuin University, Sendai, Japan, (2) N/A, Japan

This study examines the information usefulness for reclassification of unrealized gains and losses on available-for-sale
securities, focusing on the discretionary use of reclassification. Using a sample of Japanese firms, we find that the firms
use discretionary unrealized gains and losses on available-for-sale securities to achieve earnings benchmarks. In
addition, the reclassification adjustment is value-relevant regardless of discretionary reclassification because it can be a
useful source of information for predicting future performance. Consistent with prior literature, information on
reclassification is useful for investors. Under the International Financial Reporting Standards (IFRS), reclassification is
prohibited in principle. Our additional analysis demonstrates that Japanese IFRS adopters reduce their discretional
reclassification, suggesting that the IFRS succeeds in mitigating discretion. However, our results suggest that the
benefits of information usefulness may outweigh the costs of discretion.
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Do Accounting Estimates in the Form of Discretionary Accruals Capture the Economic Substance of Firm Activities?
An Exploratory Study

Wally Smieliauskas (1), Minlei Ye (2)

(1) University of Toronto - Rotman School of Management, Toronto, ON, (2) University of Toronto Mississauga,
Mississauga, ON

This study investigates the degree to which discretionary accruals reflect the economic substance of firm activities in
audited financial statements. Using the concepts of materiality and risk of professional standards, we apply the most
successful discretionary accrual models in the accounting research literature to estimate the degree of material
misstatement in the reported accruals. We find that audited discretionary accruals have very high risks of material
misstatements indicating that a compliance oriented approach to audits of accounting estimates are being followed in
the vast majority of public company audit engagements. This is true even after controlling for reasonable audit risk in
each engagement. Our findings show that estimation uncertainty in the form of accounting risk in audited accounting
estimates can be very high indicating elevated levels of misreporting risk, and a need for more standards guidance if
audited financial statements are to better reflect economic substance and fair presentation in financial reporting. This
paper enhances our understanding of the reliability problems associated with accounting estimates that should
concern regulators, standard setters, management and practicing auditors.
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Do Auditorsa€™ Opinions Incorporate Academic Research Measures That Predict Financial Statement Restatements?
Siyi Li (1), Andrew Anabila (2)
(1) California State University - Fullerton, Fullerton, CA, (2) University of Texas Rio Grande Valley-Edinburg, Edinburg, TX

Academic research has developed and tested various measures for detecting misstatements in financial reports, and for
predicting future restatements for that matter. This study examines the extent to which auditors' opinions incorporate
the information in such academic measures. Using FSCORE (Dechow et. al., 2011), an example of such academic
measures, we predict restatements and improve on the predictions by incorporating the auditors' opinions. We find
that, except for extreme cases such as higher accruals values, auditors' opinions do not incorporate the information in
variables used by the academic research measures. These findings apply to the pre- and post-SOX periods with no
significant difference. We show significant reductions in audit risk (types | and Il audit opinion errors) with respect to
predicting restatements after incorporating FSORE. Combining FSCORE with auditors' opinions yields further
improvements or reductions in audit risk. Our findings support the current initiatives to increase the value of audit
reporting.
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Does Mandatory Culture Regulation Impact Firm Focus on Culture?
Colin Tipton (1), Jagan Krishnan (2), Jayanthi Krishnan (2), Steven Maex (3)
(1) Temple University, Narberth, PA, (2) Temple University, Horsham, PA, (3) George Mason University, Alexandria, VA

On July 16, 2018, the UK Financial Reporting Council published an update to the UK Corporate Governance Code
requiring that the board of directors assess and monitor firm culture to ensure alignment with firm purpose, values,
and strategy, and disclose the activities taken to do so in the firm's annual report. We study the implications of this
landmark requirement on firms' focus on their culture. We find that firms expand annual report disclosures related to
culture in a manner that exceeds pure compliance with the Governance Code Update. Further, voluntary actions
outside of annual report disclosures taken by both management and boards provide support for the Governance Code
Update having a 'real' effect on firms' focus on culture. These actions include management increasing voluntary
disclosures related to culture within earnings conference calls and boards changing their composition to become more
attentive to firm culture.
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If Goodwill Amortization Comes Back: A Quasi-Natural Experiment

Joseph Zhang (1), Yanshan Li (2), YAMIN ZENG (3), Junsheng Zhang (4)

(1) University of Memphis, Memphis, TN, (2) N/A, N/A, (3) Jinan University, Guangzhou, Republic of China, (4) Sun Yat-
sen University, GUANGZHOU, Republic of China

The U.S. FASB deliberates that the discretion embedded in SFAS 142 has been severely abused, resulting in a biased
representation of goodwill. Therefore, it intends to reintroduce goodwill amortization. Meanwhile, the IASB argues that
the amortization's comeback will only result in information loss a€“ a standard-setting retrogression. On January 4,
2019, the China Accounting Standards Committee unexpectedly released a document expressing the preference for
reintroducing goodwill amortization as the dynamics of accounting standards for business enterprises. Using the
release as a quasi-experiment, we find that the stock market reacts positively to the announcement, as investors
anticipate a decrease in managerial discretion. We also find that companies recognize more goodwill impairment losses
and subsequently improve their disclosure of impairment tests. Our findings provide insights into the critical debates
surrounding the treatment of goodwill and the role of standard setters and regulators in shaping accounting standards.
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Disclosure Harmonization and R&D Investment Efficiency
Lu Tong (1)
(1) The Southwestern University of Finance and Economics, Chengdu, People's Republic of China

This study examines the effect of harmonized patent disclosure on the efficiency of firms' research and development
(R&D) investment. It takes advantage of a unique setting: the Global Dossier portal, which harmonizes patent disclosure
across multiple countries. | use the introduction of this portal as a natural experiment and | find consistent evidence
that patent disclosure harmonization reduces uncertainty about patent validity and the cost of processing patent
information, resulting in better R&D investment decisions. My results also show that firms reporting in non-English
languages benefit more from harmonization than those reporting in English due to reduced processing costs. Further
analysis reveals that Global Dossier leads to the increased use of foreign patent information and a geographically
diverse set of patent applications, which validates the enhanced use of patent information. The study offers novel
insight into the impact of global disclosure harmonization on firm operations.
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Internal Audit Investment: Assurance Service Substitution and the Value in 3€ceValue-Adda€R
Benjamin Fligge (1), Marc Eulerich (1), Christopher Calvin (2)
(1) UniversitAxt Duisburg-Essen, Duisburg, Germany, (2) University of Dayton, Dayton, OH

This study investigates organizational benefits obtained from investing in internal audit activities beyond benchmark
expectations. Practitioners frequently rely on benchmarking studies to determine whether their internal audit
resources are sufficient, but there is no prior evidence on how deviations from the benchmark (specifically, above
benchmark investment) affect organizational value. We utilize a unique survey dataset and develop a new measure of
investment in internal audit to explore this issue. Our results suggest that above benchmark investment is associated
with greater assurance service substitution, greater audit risk coverage, and a higher degree of external audit reliance
on internal audit work product. Exploratory analyses also quantify internal audit's value-add beyond assurance service
substitution. Our results are of interest to organizations which must choose their level of internal audit investment,
regulatory bodies like the Institute of Internal Auditors, which establish subjective investment requirements, and
capital market participants that rely on the work of internal auditors in their decision-making.
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COSO-Based Internal Control and Accounts Receivable Management

Nan Zhou (1), Hanwen Chen (2), Siyi Liu (3), Daoguang Yang (3)

(1) University of Cincinnati, Cincinnati, OH, (2) Nanjing Audit University, Nanjing, China, (3) University of International
Business and Economics, Beijing, China

Internal control regulations in China adopts the COSO framework, which promotes enterprise risk management and
considers not only financial reporting but also operations. Using a COSO-based internal control index in China, we find
that internal control plays an important role in accounts receivable management. Specifically, internal control quality is
associated with greater receivable turnover, less receivable aging, and less receivable impairment, which indicates that
quality internal control mitigates receivable risk and improves receivable management. Our supplemental path analysis
reveals that additional cash flows from operations are generated when internal control alleviates receivable problems.
Moreover, quality internal control shortens the overall cash conversion cycle, despite the cancelling effect from faster
payable turnover. Since the Sarbanesa€“Oxley Act (SOX) Section 404 has a narrower scope and covers only internal
control over financial reporting (ICFR), our evidence regarding the effect of COSO-based internal control on receivable
management fills a gap in internal control research.
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CEO Overconfidence and Weakness in Internal Control over Compliance: Evidence from Sanctions
JAEMIN KWON (1), Seul Gi Oh (2), Ho-Young Lee (2)
(1) Yonsei University, Seodaemun-gu, South Korea, (2) Yonsei University, Seoul, South Korea

This study empirically examines the relationship between CEO overconfidence and the weakness in internal control
over compliance (ICC), considering the influence of the largest shareholder as a moderator. To measure the weakness
ICC, we manually collect data on sanctions imposed due to violation of laws and regulations, drawn from the annual
reports of publicly listed firms in Korea for the years between 2019 and 2021. We find a positive association between
CEO overconfidence and sanctions, implying that CEQ's overconfidence traits can affect the effectiveness of internal
control mechanisms. Furthermore, we uncover a significant mitigating effect when the largest shareholder holds a
higher ownership stake. On the other hand, when the largest shareholder changes frequently, this association is
notably strengthened, suggesting that a governance system characterized by frequent changes in the largest
shareholder exacerbates the weaknesses in ICC. Our study has practical implications to policymakers in that we
highlight the potential use of sanctions as an appropriate proxy for assessing weakness in ICC. Additionally, CEO
overconfidence emerges as a determinant in understanding the factors leading to sanctions.






The Impact of Family CEO Types on the Speed of Cash Holding Adjustments
Chao-Jung Chen (1)
(1) National Pingtung University, Pingtung, Taiwan

This study examines how family CEO types (founder, heir, or non-family CEO) affect the speed of adjusting cash holdings
to target cash. Using a sample of firms listed on the Taiwan Stock Exchange and the Taipei Exchange from 2005 to 2021,
the empirical results of this study find that among family members, family firms led by founder CEOs tend to have a
higher cash adjustment speed compared to those led by heir CEOs. The faster cash adjustment trend in firms with
founder CEOs compared to those with heir CEOs becomes more pronounced when agency conflict within the firm is
more pronounced due to the wedge between control and cash flow rights. In addition, the study examines the impact
of financing constraints on the above relationship. The results indicate that in firms where the CEO is a family founder, a
faster cash adjustment speed occurs primarily under the following circumstances: firms that do not use funds from
internal capital markets within the group, lower levels of external financing, smaller firm size, or firms with poorer
earnings quality.



Communication Culture and Management Forecasts

Jungi Liu (1), Xiaoqi Chen (2), Albert Tsang (3)

(1) Xiamen University, Xiamen, People's Republic of China, (2) Xiamen University, Xiamen, China, (3) Southern
University of Science and Technology, Shenzhen, People's Republic of China

We examine the influence of high- versus low-context cultures, which describe the explicitness of messages exchanged
between people and the importance of context in communication, on managers' decisions to voluntarily issue
management forecasts. Using a comprehensive sample from 28 countries, we find that the likelihood and frequency of
firms issuing management forecasts are lower in countries with a higher level of context in communication. This
relationship is more pronounced for firms with a context easier for investors to learn about, harder-to-forecast
fundamentals, and a greater propensity to receive conflicting views on firm performance, and is less prominent in
countries with stronger legal and regulatory institutions. We also show that firms' management forecast texts are
shorter and involve greater uncertainty in high-context cultures. Additionally, the negative relationship between
management forecast issuance and a firm's stock liquidity is attenuated in high-context communication countries.
Overall, our results suggest that cultural norms regarding communication styles shape firms' management forecasting
practices.



The Audit Committee and Earnings Management: New Evidence from the H-Share Listed Companies on the Exchange
Stock of Hong Kong

Allen Jiang (1), Bessie Jia (2)

(1) Wuhan University, Wuhan, People's Republic of China, (2) Nanjing University, China

This paper selects H-share companies listed on the Stock Exchange of Hong Kong from 2008 to 2018 as research
samples and designs an OLS regression model to empirically test the impact of the quality of the audit committee
measured by the four aspects of the characteristics of the audit committee on the earnings management level of the
company based on the Jones model. It concludes that when the overall quality of the company's audit committee is
higher, the company's earnings management level is lower. This conclusion strongly proves that the establishment and
effective operation of an audit committee plays an important role in improving corporate governance and restraining
earnings manipulation by the management team and the governance role. This paper provides empirical evidence to
help corporation leaders and stakeholders make better decisions on management and investment on H-share listed
companies. The innovation and contributions and to audit and earnings management literature and implications and
innovation for regulators and investors are also discussed.



The Influence of Corporate Green Accounting Information Disclosure on the Financial Performance: An Empirical
Study of 16 Heavy Polluting Listed Companies in Ch

Allen Jiang (1), Bessie Jia (2)

(1) Wuhan University, Wuhan, People's Republic of China, (2) Nanjing University, China

This paper collects the environmental information of 324 listed companies in China's A-share heavily polluting
industries from 2008 to 2020, uses the content analysis method to construct the index system of environmental
information disclosure Index EDI, makes A quantitative assessment of the green accounting information disclosure of
each enterprise, and analyzes its current situation and problems. Multiple linear regression is adopted to construct a
model to study the efforts made by enterprises in the disclosure of green accounting information, whether enterprises
bear the responsibility of environmental protection, and whether environmental behavior has an impact on financial
performance. Furthermore, the principal-agent fee and the cost of equity capital are introduced as intermediary
variables, which pass the Sobel test to verify their intermediary conduction effect in the process of green accounting
information disclosure affecting financial performance. The results show that environmental information disclosure is
positively correlated with the financial performance of enterprises, and the principal-agent fee and the cost of equity
capital play a part of the intermediary role. Regions with a high degree of marketization will make the disclosure of
green accounting information by enterprises more conducive to the improvement of financial performance. The
innovation and contribution of this paper is also discussed.



Is Cryptocurrency the New Haven for Tax Evaders? ExposA© of Financial Secrecy in Tax Havens and Bitcoin Trading
Mark Ma (1), Congcong Li (2)
(1) University of Pittsburgh, Pittsburgh, PA, (2) Duquesne University, Pittsburgh, PA

The Paradise Papers revealed an enormous number of financial secrets hidden in tax havens. We hypothesize that the
exposA®© of financial secrecy motivated tax evaders to further conceal their offshore assets through the Bitcoin market,
which offers greater anonymity. We find that during the six weeks following the release of the Paradise Papers on
November 5, 2017, the Bitcoin price increased by more than 12,000 US dollars and reached an all-time high on
December 17, 2017. The 8-week trading volume of Bitcoin grew by 106 percent in 44 countries with the largest Bitcoin
exchanges after the Paradise Papers. Importantly, Bitcoin exchanges in tax havens experienced significantly higher
growth in trading volumes than other exchanges after the Paradise Papers. We find similar results following the release
of the Pandora Papers, but we find no such results in the stock or gold market. Together, these findings suggest that the
exposure of financial secrecy in tax havens significantly affects and predicts future cryptocurrency trading.
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Sustainable Development Goals and Double Materiality: Towards the Shared Imaginaries of Sustainable Future for
All?

Joanna Krasodomska (1), Charles H. Cho (2), Ewelina Zarzycka (3), Dorota Dobija (4), Chaoyuan She (5)

(1) Cracow University of Economics, Krakow, AL, (2) N/A, Canada, (3) N/A, Poland, (4) Kozminski University, Warsaw, AL,
(5) N/A, United Kingdom

Purpose: Explicit shared visions of desirable and undesirable future are necessary to motivate and guide any kind of
change. We conceptualize Sustainable Development Goals as stories about efforts for sustainable future. Recognizing
that shared imaginaries could guide the collective action towards sustainable development we explore to what extend
the imaginaries of companies as reflected in their SGDs reporting are aligned with the vision of the future of its
stakeholders and discuss the value of double materiality for achieving it. Design/methodology/approach: We use a
single case study method focusing on NestlA©. We use company's sustainability reports to explore corporate
imaginaries of the future development. We use SM posts on Twitter to establish important imaginaries for
stakeholders (and different stakeholder groups). In particular, we apply a materiality matrix analysis and social network
analysis to answer our research questions. Findings: We found a misalignment between the materiality matrix provided
by the company and self-contracted materiality matrix based on the primary data used in this study. The paper also
document that different stakeholder groups seek to build coalitions by articulating understanding of different SDGs and
their interconnectedness. Originality/value: Our findings reveal that the imaginaries of sustainable development as
provided by the company diverge with the imaginaries of its stakeholders, raising questions if SDGs could be a
mechanism that may have a transformative potential and lead to imagining a better world together. We draw attention
to the importance of materiality assessment for the development of a shared vision of the future, a mechanism which
still need to be (re)discovered. We also point out to a significant heterogeneity between different stakeholder groups
regarding their important development of imaginaries. In sum, the paper points to the need for more collaborative
approach for the development of social imaginaries in order to drive collective actions towards sustainable
development.



Do Unexpected Earnings of Industry Leaders Affect Followersa€™ Discretionary Reporting? Evidence from Mandatory
Earnings Announcement Date Forecasts in China

Yuan Xie (1), Xiao Li (2), dan li (3), chun yuan (3)

(1) Fordham University, Scarsdale, NY, (2) Central University of Finance & Economics, Beijing Province, Republic of
China, (3) N/A, N/A

This study examines how the unexpected earnings of industry leaders affect the discretionary reporting behavior of
followers. Chinese firms are mandated to disclose the dates of their annual earnings announcement (EA) before fiscal
year end. Exploiting this unique setting, we show that followers delay their EA in response to the earnings surprises
reported by industry leaders. Our results are more pronounced when industry leaders beat market expectations, for
followers with weak corporate governance and with greater managerial incentives. We also find that followers with
delayed EAs are more likely to engage in last-minute earnings management by reducing their effective tax rates. Finally,
our evidence suggests that when industry leaders report positive earnings surprises, followers with delayed EAs are
more likely to follow suit. However, there is no positive market reaction to these delayed EAs. Overall, this study
provides new evidence that industry leaders' earnings surprises have important implications for the discretionary
financial reporting decisions of followers, including the delay of EAs and last-minute earnings management.



