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Session: FR. PS. Session 18 • Time: Friday 09.00-10. 30 • Room: Linna Vaino-room 

FR.PS.47 

• 
Testing Value Relevance Of Accounting 

Earnings In Emerging Markets 

Karol Klimczak (Kozminski University} 
Co-author: John Mulenga 

Relevance of accounting earnings for market value of com­

panies has been subject to numerous empirical studies, 

which generally support the hypothesis of value relevance 

in developed countries. Recently a growing number of pa­

pers focus on the usefulness of accounting information in 

emerging countries. These studies adopt value relevance 

methodology to test for the association between account­

ing earnings reported by listed companies, and the value 

of their equity: a positive result of the test serves as proof 

of the quality of accounting standards, accounting practice 

and the local stock market. The aim of this paper is to 

discuss theory and methodology of these tests in order to 

determine a set of guidelines for value relevance testing . A 

number of alternative models are estimated on a common 

data set and compared. Results show that model selection 

has a significant impact on value relevance tests and infer­

ences as to the quality of accounting information . 

Abstract ID: 3916 

FR.PS.48 

• 
Voluntary And Mandatory lfrs-Adoption 

In Germany: Empirical Evidence From 
1998 To 2005 

Stephanie Hoermanseder (Vienna University of 
Economics and Business} 

Co-author: Alexander Schiebel 

Differences between domestic GAAP and IFRS have always 

been of great interest for the academic research . We ana­

lyze German companies adopting IFRS between 1998 and 

2005 . Our results complement previous research in many 

ways: Our sample consists of 281 German companies be­

ing nearly three times as large as the samples analysed 

so far. We analyse equity and comprehensive income for 

cumulative differences as well as for standard-specific differ­

ences between German GAAP and IFRS. We make industry 

specific analyses as well as analyses contrasting voluntary 

with mandatory adapters. Moreover we investigate possible 

incentives of earning management for German companies 

having to face losses under German GAAP on the edge 

148 European Accounting Association • 32nd Annual 

o adop ·ng IFRS. Our results show significant cumu 

equity increases whereas the adoption impact on i 

and expense is not significant. We detect a signi fica 

dustry effect for the first time in literature. Furthermore 

can prove differences between voluntary and mand 

adapters statistically which has so far only been as 

by literature. Our results show a significant earn ings 

agement activity of loss companies. Our standard-s 

results show that only a few standards account for 

cumulative differences and that these effects are ma 
driven by company-specific factors. Generally our fin - _ 

support German voluntary or mandatory I FRS adop en 

planning the adoption process and evaluating the i 

of the adoption on their financial figures . Moreover· 

can coin advancements of German GAAP that nowa 

seem to move towards IFRS. Our results can be useo 

make generalizations for other domestic GAAP prov· 

si mila r underlying principles . Finally our study can 

as a benchmark for following or preceding studies f 

ing on the differences between German or other dom 

GAAP and IFRS. 

Abstract ID: 4032 

FR.PS.49 

• 
The Lost Impact From Sfas 142 

Humberto Ribeiro (De Montfort University, UK) 

A substantial amount of current accounting literature is • 

cused on goodwill write-offs . This interest was enha nc 

following the FASB's effectiveness of the new business c 

binations accounting rules, which shifted the discussion fr 
pooling of interests method elimination to the accoun · -

treatment of purchased goodwill and other intangible 05-

sets . SFAS 142 replaced amortisation of acquired gooc:r 

will and other intangible assets with indefinite usefu l li 

by impairment tests, keeping amortisation, under ceria· 

conditions, only for goodwill and intangible assets w · 

finite useful lives. By doing so, the FASB added volatil" 

to financial reporting, as assumed in SFAS 142 body t 

Most literature is concerned with the reliability of impa 

ment tests under SFAS 142, in the scope of the increasi 

use of fair value accounting, and in face of the "big ba 

earnings management. However, literature seems to hove 

been forgo en that nonamortisation of purchased good 

and ce a in intangible assets has benefited earnings per 
share o fir s that did not record impairment loss fo llow­

ing S S 142 adoption . In this paper, SFAS 142 effecu 

1 and on financial reporting are examineo 
s·g - ·cant impacts of SFAS 142 on M&A ac­

. However, a significant positive effect 
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nonamortisation of goodwill on diluted EPS has been found . 

This positive effect was overshadowed by the so-called "big 

bath" earnings management, and is not documented in 

existing literature. Therefore this paper' findings provide a 

novel contribute to enhance the understanding of earnings 

management under goodwill impairment accounting . 

Abstract ID: 4045 
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