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Abstract:

This study aims to measure the effect of discretionary accruals on
earnings quality(EQ) under uncertainty conditions With an empirical
study on all companies listed on the Egyptian Stock Exchange during the
period from 2012 to 2015. The researcher chose this time period to
represent the period of the current study so that two years represent a
period before June 2013, (2012-2013) (uncertainty) and two-year after-
2013, (2014-2015) (certainty period).

To achieve this objective, the study relied on building a model to
measure this effect. The model contains Earnings Quality(EQ) as a
dependent variable and discretionary accruals as independent variable. In
addition, the uncertainty in the proposed model is included as a moderator
variable so that the effect of discretionary accruals can be compared to
Earnings Quality(EQ) between the period after the revolution (period of
certainty ) and the period before the revolution (period of uncertainty).

The study, after formulating the model and analyzing the results of
the hypothesis test, concluded that during the period before June 2013
revolution (the uncertainty period), the degree of continuity of operational
cash flows is greater than the degree of continuity of non- discretionary
accruals , which in turn is greater than the degree of discretionary
accruals,which means that the greater the value of discretionary accruals
in the value of profits, the lower degree of continuity of profits indicating
the negative impact of discretionary accruals on Earnings Quality(EQ)
during the uncertainty period. This proves the validity of the first
hypothesis of the study.

And the decrease in the degree of continuity of cash flows during the
period after June 2013 revolution (the period of certainty) on the degree
of continuity of non- discretionary accruals and discretionary accruals for
the same period. However, the degree of continuity of discretionary
accruals is still lower than the degree of continuity of non- discretionary
accruals , which also indicates the negative impact of discretionary
accruals The possibility of continuity of profits and then its quality during
the certainty period and this proves the validity of the second hypothesis
of the study.

The degree of continuity of discretionary Accruals during the period
after June 2013 revolution ((certainty period) is lower than in the pre-
revolution period (uncertainty period). This indicates that the negative
effect of discretionary accruals on Earnings Quality(EQ) is greater in the
certainty period compared to the uncertainty period, which means that the
third hypothesis is rejected.
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Variable Observations Mean Std. Dev. Minimum Maximum
Earningsi1 550 0.0126 1.234 -22.7154 0.6581
CFOy 550 0.1002 1.1100 -0.4956 25.9077
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TACC; 550 -0.1124 2.4264 52.6252 8.0386
Non-DACC; 550 0.1152 2.2655 -52.665 1.0400
DACC; 550 0.0002 08690 -17.8151 6.9987
Time 550 0.5109 0.5003 0.0000 1.0000
TimexCFO 550 0.0725 1.1089 -4956 25.9077
TimexNon-
DACC, 550 -0.1174 2.2649 -52.665 1.0900
TimexDACC: 550 0.0000 0.8666 -17.8151 6.9987
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Variable Coef. t-stat. p-value
Constant **.0.1274 -2.27 0.02
CFOt **x2.2339 4.34 0.00
Non-DACCt **.0463 2.43 0.02
DACCt **1.3816 2.27 0.02
Time ***(0.2441 3.37 0.00
TimexCFOt ***.2.65841 -4.85 0.00
TimexNon-DACCt **.1.8255 -2.16 0.00
TimexDACCt **.1.3841 -2.27 0.02

n 550
Adjusted R2 0.6221

s A% P00 (Ssimua tie Cilalrall Lilany) duginall L) jpdi #** (*

adjusted  Jarall sl Jalee dad cialy ¢l (Y) a8 Jpanlly 53lll mibull oy

i Laae Ly %YV cialy ally (Ebaid,2011) duday 535l Lgipdas (e 5T Las%71Y R2

s (Ebaid,2011) duhyay lgipdai e (sl Adladl duahally & fioall 7 3gaill dojaeaill 5080
upaal) 2l e Lad cup)

sl aleag ¢ YT iy (00 )CFOr Luiiall el o Golaad) Jsaall (g Ll g

Pl adl e 1age V,¥A aly () DACC L) Jalass ¢ Y,00 &y ( B) Non-DACC:

oo ST Aglaaal) Al bl L)l dapa G (S axe 55)Y VY suig 5)58 U Le 55l

Clilianay) phain) Ay ge ST lpen Gl ApLEaY) e i) dphaal da

dapy cuzmiail WIS ZLY1 a8y 8 dpliay) claleaiuY) 8 o) WiS adf ey lage dolaay)

e B (DA LY saga e AlaaV) il lad) Y1 1 e Les 2 LY 4l paid

'YY




il laay) eyl S5 e Gab @) cdaball J6¥) il dsa el 1y L oSh
UK aae Cagyla 2LV Bass e Ll

il dylain) A Of gy Gl Jsaadl (Y) )y Jsaall sulll il ) gsallg
=) YT e el L 6F — adn (ST ) YT s 8y6 e Le 858 DA dubianl) Lpail)
=)+ Yoo Fo¥Y nll cld e AplaaV) e clileanay) dphaiul days di WSA(Y,10
VYA Jta alo Lgild sl uld e 4)ladV) lElaanal) dhaiul daa sl Ladg f(),7A
. {(\,Y‘/\—)+

L 58 Pl Gl clidnl dylaind days (aliad] e aepll 4l ) Gl bl i
oe Akl eyl e s dphaul dap oo (SEI BT Y s 56
Bl Al paias] Aapd (e S8 e ALaaY) clileaia) A et dapn of VI sl @l
ms g WY Lpaiad (e plas¥) Clilianudl bl Y1 ) Ll uls Las ¢ &lis¥) e
S5 e an U Al BN Qapdl daae G ay SHI B8 DA @i &
SSE Cagyls b LY saea e Tl T80 4,Laay) clileanay)

dsaadl (Y)ad) dsandl (e oy cAuhpall o2 P Osfialll )l Caaglls (3l L
13y ),¥A = aly (€ Jalaal) TimexA ACCt axial) Jalas dai o (@l Jpa) Gl
)Y VY g 8y e Lo 88 DS Aplaal) clilaaial) dphain) dagy gm Bl O
Ao Of (i Laa ), VA= al (ST pae 558) YOO Y gug 8y6 U Le 558 DA Lgaayag (st
Ll e J81 (aSE) 858)Y VY siigy B8 e Lo B (DA ApLaaY) cllaaiaY) L)y
Slo Aaay) il bl S U ek 1aag L (aST e s5) 5yl U8 Losie Dl
Gl ajdll (ady ey ey KU axe s Adjladl oS 558 8 T 0s Z LY Bass
Cagol A L ZLY) sasa o AlaaV) clilanadl bl HERN e ab ) cdahall
Sashll Cagyla Jl b splas (e ST (sS oST aae
Al duafyal) il

o sdlie ale il N Auhalls #ikdl & 3saill sy palal) Gl il (o il o
s DA ST 00 el 59 13ag ¢ 2LV 5o e Tala i 4,LaaY) colalianay)
S axe 555 43Rally <)
Leaiioaall 5l &l Glael adf V) ahie pe 5aY) Zlnay) o 8 1Y) daglly e
GlSaily Bl o2 DA Lpeadl) Al 8 AaladYly dabiadl Cighlly Al b
Wl Gyeadd) SLaBY) s e YOI siig )6 (e Analill dupdall duld) <yl
st B cuala il SlaYL TG Ao ang golasd) Llaall 48 4 ghls das

\YY



&V Jseasl oSar aili ¢ dolaidY) cile Uadll alaes alyacaly Jlaad ) ol allg YOO Y
- Gl 2l alaie i

dho a6 i slad) o bl S bl aal of Lead ggaldl g WS o
g Dol Gl ae a0l YOIY Y)Y e Lghey lly oST aae Cag ok
Jas A ¥ ¢ Alish il duyeadl) daysdls Jaad) ot aslia (ool )il
By sl adlall Galids) ) sal syen 1age il dmitiye oLyl 3aiadl Gnealisall Cilallss
sy e e el gl oY @lldge eV clilianay) ok oo LY ) b Jasll
U ey 5 G Lvand) Epsleat®V g Auabandd) CagHRIL ) a0 (6o (2t Lusal

523 HIYL S e Hllie e labiay Loy dasbindl il adn 8 (30 dga ey @
) egndll e lgd £)laaY) i) Gob g Y1 Bl clujles e a3
cladh Claal o laye ol Zlall L)1) 25 cAabaa) Zu ) clgal) e delpa 2]
cGyaall AlaiBY) g Liagl il agie slae cpuiilally &lgidlS

sl Cmval YOro sY Ve ale lefia illy SHI agyls Jh b Sl ey o
Gl Gpaalud) ilalls e oy ) eI hE) ST s B dpalai@¥ )y daubd)
Lihal Cpamal B0 adla e 23 38 5ye0 aage A I oY) s A ~ L))
te dolull Jaadiig Bl 4 dalai@Yly Lwbaddl g hll (& Guadll il Lo W)
Gob oo LY Ay 3 S OKE Jaxm 53 Jes Las duaysdl 3 (98] 50 Lgagad
AaaY) sty

Slua gill

bl wdp A g dnulaal julaal)l puagl Labaiall cilgall J8 e dadlgaa 3909 8y9pa )
cAulaal Z LY Baga 82l 4)LoaV) cilBlEasny) el ellyg lgie Jalailly dpslall

5ol i) are s AN Jlael @il s 3 S 8y5 yia S Glonls Cppaiivnd) dpe g LY
WY 03¢l Jeagill Lgahadin) 5 ) iy plall ddjee i oS5 # LY

Aalgl) Glan¥ly ALl Loyl ad yam 5o S adge sliil skl GISEN of e aSlll 8yg i LY
pdt s Osinlilly (g paimnal) (S (o @llly dia) Aludes JS8 b ililall @l Gy g s Y
Ll 3a3) e 2giSer s3I KAl Lol s (e GIGEL Cudigall (e

A daliy cdalel) Laabeadl Lpnd) iS5 Ao 408505 481,5Y) Slgall L)l sda as .6
Dbl aldiel P e Aaadaall Slaglaally 7L s35a 8305 e dealls AL 3]V
IS I~ LadY) 58 o agall o GBS L Ll IS, 13l (IAS) Adgall Ll
(IFRS) Ll ¢ 30 Ldsall yulaall w380 dolal) datlosdl

ARR



Gans ehals (Lginaliae Cua g sl sale] (M liad dopeaal) duslaall e of gl g5 0
Loalad) @lilaan oY) Puiul o 5a¥) 528 G sl 8 acla o lels e ) edlbaal)
BaY) il Tagaas ST Lag i pcag DA (e (3oay 28 Glld Jaly cdalall lgallas ]
adly ol dadd bl )50 ganasiy QL) 138 8 - Lad) cililkine gougis cdaddll LalSaly
coalaall Blaana) Gl BlaY) Gala duc gage (5320

sdlidiocal) dfianl) Cila idal)

c xSl s gyl 8 ALl sasa e Alaal) cliliana) A A L)

BaL) 5 (yag ¢Aplial] llEailY) Glijlas (e a8 LI LB IS 5T Auy LY
S aae Cagyln (B 6 Dlaal) Cilagladl) 33sa

soun 4 daalaall 7LV Basa Ao AylaaY) liliaial) i Guldl 7 ke e z3sad LY
Al Lyl ulea

DOl sags e lagily AulaaV) cilileaiay) Gmeds b clal A o0 dulp Lt
Ll

Oo wandl g dalaill (Pla e Gand) 138 3 ad) daagil) 5 631 zagatll sk AlKa) L0
Cliliaia) GLES) il e zised e ST aladiuly (dolaal) Glliaauy) adl
el LY Basa e el iy cdsylasyl

aalall daild
:Z.spd\ PEANI gl —: Y4l

Ay Apgradl aalusdd) SIS 8 ALY B " o(Yo) 0) ¢ o) Sl (i Jladl L)
((£V) alaall dpuCuy) dasls — 3laall S cdpalal) Giganll Hlacl) A< ddae ¢ Lk
Yo=Y iha ga cdgy) aadl

LS Gaads (pe drala 2LV B B Sal) YT (YY) caaal dilae gl LY
AYY Gacllil) alaalleJg¥) aaal) ¢§iladlly Salil dualel) ddaal) o5l

Aplid) Auh)) gl bl e 2LV 5 Aaples 51 ((T0)F) caanse alla gielll LY
Aaols ¢ piwabe Al ¢ (Dlee Ly 3 dayad) leaaled) Leliall @l e
Laug¥l 3yl

1Yo



S gy~ sagay Al AeSon cpn ADL (Y41 Y) oty Loy lla camtll £
Loalad) Laall inlaiy doplas dulp — Aojead) Jle¥) diy 8 Al olEl) sase
XYY SYAY G a e D ggall ¢ D aall cUnids daals cbylail) A0S (Jagailly 5yl
Ly — Al 2 WYL Ele s dulaall i) " ((Y410) A e Kbl Lo
oa oY 222l T aladl) (Al aglel) s (Elysed) Cijladll e die e Al
O e1=9ay
Bsdial) Ligiadl ZLHY) o 8 5aY) JAS gae i " (Y0 r ) cads jiae pall ol LT
GIS Alatl) cluaall A puaal) Aaall o pauslaall BlaniaY) Qalad b digse DA (0
YY) Ga e oF 22l oY) caladl 68)geatall daals ¢ylanl)
G0 e Jb hpadll Gl G alad) mull lal " (1 449)emm e Y
Bylall A gailly Bylaill Asalal) Alaall'LIlal) lsalls Cleaadill sam )l & iyl
e oY e e SU daed) (Uaida daals
daiieg ApLaaY) i) (e Cm AL ((Y010) cdems dgesa (gl LA
sda o ooV ~ladyl EE o aeed) Sledd aaad 8 dudadl clogled)
(Jo¥) 2l Ayl daals Bylaall AAS (Agalal) Gigadl Bladll A dlaa (A
LA0-0Y La (a (Oawadlly SEI alaall (CEN gall
Ly dupalaal) Gleaidd SOleYl oAl (YY) e Bala zodes ceudll L4
i sm dasls — Hlaall IS Bpualaal) djladl) Eiganll dlaa ¢ il glaie (e Dbilas
SAY Ga Ga cJY) aasd) YV alal)
lales (el Do) puled #5all agdaill' (Y41 Y) caene Ga)l (ghpm g5l ) o
Gigaall dlaa Mgl 4ylai Al — AN Aol sladll ol a3 Lol 5l
¢ e Gl dlaal) (Jg¥) a2l (Gargad) U8 daala cdiasysn 5ladll LIS Ao lailly Alal)
A= 1 ga a (Y)Y
Al 31l Adls e Loy duslaall LY saga" (YY) cabas dane 2Ly ¢ JSladl LYY
L ¢ piuabe Al Cdiales Al —plee doays B dagaed) daladl Laaleall cilS)al
Ayl glee daals (JleeY)
AN Zaadall LAY delia Jada ALl Jalaall (Y4 A) ¢ pie dema pualill de g )Y
oY) = lee ¢ aall Jilg
ey el aa)all —: Ll

1- Anjum, N., Saif, I, Malik, Q., & Hassan, S., (2012),". Earnings
Management and Firms Profitability: Evidence from Pakistan European™,

YY1



Journal of Economics, Finance and Administrative Sciences, ISSN
1450-2275 Issue 47,pp.110-165 .

2- Brian M.Burnett,Elizabeth Acordon,Bjorn N.Jorgensen and Chery
L.inlhcim,(2015),"Earnings Quality" Evidence From Canadian Firms "
Choice Between IFRS and U.S.GAAAP" Accounting Perspectives
,VOL.14,NO.3,PP. 220-249

3- Bannister ,J.W.,and H.A. Newman ,(2008)," Accrual usage to manage
earnings toward financial analysts forecasts”, Review of Quantitative
Finance and Accounting, Vol. 7,No3,PP.259-278.

4- Ball, R. and Shiva Kumar,L.,(2008), "Earnings Quality at Initial Pubic
offerings" , Journal of Accounting and Economics, Vol.45,PP.324-340 .

5- Brad A. ,Daniel W. Collins , (2012) ," Discretionary accounting choices
and the predictive ability of accruals with respect to future cash flows" ,
Journal of Accounting and Economics, Vol. 53, PP. 330-352, Contents
lists available at Shivers Science Direct.

6- Butt, U.R.,T.Chamberlain,and S.Sarkar.(2012).Accrual Manipulation and
earnings management activities a round debt covenant violation,
Working  Paper, available at: http: //www. northern
finance.org/2012/prog ram/papers/385. Pdf .

7- Chaney, P. K, Faccio, M. & Parsley, D. (2010, July), "The quality of
accounting information in politically connected firms", Journal of
Accounting and Economics, vol.51 No. (1-2),pp. 58-76.

8- Cohen,D.A.,Dey,A.& Lys,T.Z.,(2008), "Real and accrual- based earnings
management in the pre -and post-Sarbanes-Oxley periods"”,The
Accounting Review, Vol.83,No.3,PP.757- 787.

9- Cormier,D., S. Houle,& M.Ledoux,(2013)," The Incidence of Earnings
Management on Information Asymmetry in an uncertaion environment:
Some Canadian evidence " , Journal of international Accounting,
Auditing and Taxation,Vol.22 , No.,1PP.26-38.

10- De-jun, WU. (2009), "what are affecting earnings quality:
Asummarization”, Journal of Modern Accounting and Auditing,
VOL.5,NO.5,PP.53-58.

11- Demerjian Peter.,Lev Baruch and Sarah Mc Vay.,(2013),"Managerial
Ability and Earnings Quality", The Accounting
Review,Vo0l.88,NO.2,PP.463-498.

12- Dechow,P.,Ge,W,and  Schrand,C., (3012),"Understanding earnings
quality: Areview of the proxies,their determinants and their
consequences" , Journal of Acconting and Economics, Vol.50, 1ss.2-3,
PP. 344-390.

\YY



13- Denis,cormier,(2011), " Value relevance of Discretionary Accruals in
France and the UK ,The incidence of IFRS" Available through:
WWW.unibz.itlen /economics/welcome/ppl-47.

14- Ebaid, lbrahim El-Sayed,(2011), Persistence of earnings and earnings
components: Evidence from the emerging capital market of Egypt ",
published in International Journal of Disclosure and Governance .

15- Farooq O., and M. Benali.(2012),"Earnings management behavior of the
initial public offering(IPO) Firms during pre-IPO,IPO and Post-IPO
years: Evidence from the Casablanca Stock exchange”, African Journal
of Business Management ,Vol 6,No 31: PP.9005-9014.

16- Francis,J.,Nanda,D.,and Olsson ,P  (2008),"Voluntary Disclosure,
Earnings Quality, and cost of capital" ,Journal of Accounting
Research,VOL.46,NO.1,PP.53-99.

17- Francois, Brochet, Aland., jagolinzer, Edward J. Riedel. (2013),
"Mandatory IFRS Adoption and Financial Statement Comparability”.
Contemporary Accounting Research. VOL30, NO4.PP.1373- 1400.

18- Ghosh,D.and Olsen, L., (2009) "Environmental Uncertainty and
Managers Use Disceretionary Accruals™, Accounting Organizations
and Society, Vol.34,PP.188-205.

19- Heydar Mohammadzadeh Salteh ,etal, (2012), " Investigating the
Relationship between Earnings Management and Weighted Average Cost
of Capital (WACC)" , Business and Management Review Vol.
1,No(12), pp. 28 — 38 February.

20- Indrarini and Ya-wen , (2011) " Product market competition and earnings
management: Evidence- from discretionary accruals and real activity
manipulation ", Advances in Accounting, incorporating Advances in
International Accounting, (30),PP. 263-275.

21- Jenkins, D., & Velury ,U., (2006), "Institutional Owwnerships and the
equality of earnings", Journal of Business Research, Vol.59, Iss,9,pp.
1043-1051.

22- Kadorinis ,G,.& Latridis,G., (2009). "Earnings management and firm
financial motives: Afinancial investigation of UK listed firm
".International Review of Financial Analysis 18 ,PP.164-173.

23- Lafond,R.,& Roychowdhury ,S.,(2008),"Managerrial Ownership and

Accounting Conservatism ', Journal of Accounting Rescarch.
VOL.46,NO.1,PP.101- 135.

YYA



24- Line, J., & Yang J. (2006), "The Effect of Audit Committee Performance
on Earnings Quality ", Managerial Auditing, VOL.21, NO.9,PP.921-
933.

25- Meek, K.J., Roa, P.R. and Skousen, J.C.(2007). “Evidenc on Factors
Affecting the Relationship between CEO Compensation and Earnings
Management”, Review of Accounting and Finance 6(3),PP. 304-323.

26- Norman,M.,and Kamran,A.,(2005)," Earning management of distressed
firms during debt renegotiation”, Accounting and Business
Research,Vol.35,No.1,PP.69-86.

27- Norman, M., and Kamran. A.(2008)."Earning management of distressed
firms during debt renegotiation”, Accounting and Business Research ,
Vol.35,No 1,PP.69-86.

28- Omid, Akhgar M.,(2012), “Type of Earnings Management and the
Effects Debt Contracts, Future Earnings Growth Forecast and sales
Growth: Evidence from Iran” School of Doctoral Studies (European
Union) Journal.

29- Payne,J.L.,.S.W.G.Robb,(2012),"Earnings management The effect of ex
ante earnings expectations.”, Journal of Accounting Auditing
&Finance, VVol.15,No.4,PP.371-392.

30- Premti ,A.(2013) ,"Earnings management Prior to initial public offerings
and its effect on firm- performance: International evidence",
International Journal of Financial Research, VVol4,No.3,PP.10-24.

31- Rui Zhong &Jinyu Liu, ,(2017), "Political uncertainty and a firm’s credit
risk: Evidence from the international CDS market "Journal of Financial
Stability 30 ,PP.53-66.

32- Rudra, T., and Bhattacharjee.(2012), “Does IFRs Influence Earnings
Management? Evidence from India" , Journal of Management
Research.Vol. 4,No. 1, PP. 1-13.

33- Salteh, H.M., Valipour, H., and Zarenji, S.S., (2012) ," Investigating the
Relationship between Earnings Management and Weighted Average Cost
of Capital( WACC). Business and Management Review. 1(12),PP. 28-
38.

34- Soliman, M.M., and. Ragab, A.A. (2013),. “Board of Director’s Attributes
and Earning Management”: Evidence from Egypt. 6th International
Business and Social Sciences Research Conference Dubai, UAE ISBN:
978-1-922069-18-4.

Y4



35- Savov, S, (2006). “Earnings Management, Investment, and Dividend
Payments” Working paper available at: WWW.SSRN.COM .

36- Ya-wen Yang, (2014), " Product market competition and earnings
management: Evidence from discretionary accruals and real activity
manipulation” , Advances in Accounting, incorporating Advances in
International Accounting, Vol 30 ,.PP. 263-275

37- Zimmerman, & Watts, R.L., and J.L,(1990), “Positive Accounting
Theory: A Ten Year Perspective”. The Accounting Review. 65(1),PP.
131-156.

A


http://www.ssrn.com/

