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Abstract:

The study aims to examine the factors affecting accounting earnings quality of
French companies listed in the (CAC All-Tradable) Index during the period 2005-
2014. The factors affecting earnings quality has been restricted to the characteristics of
the Board of Directors, the characteristics of the Audit Committee, and the external
audit factors, in addition to the control variables. The accounting earnings quality was
expressed using the absolute value of the discretionary accruals measured by the
(Kothari et al., 2005) model. Using the longitudinal data models, the study finds that
the independence of the nomination committee and the firm's association with the
large auditing offices (Big4) are considered factors that increase the earnings quality of
French companies, the study also finds that the number of board meetings, the
independence of the remuneration committee, the auditor industry specialization, and
the non-audit service fees are considered factors that reduce the earnings quality of
French companies. On the other hand, the study didn't find any significant effect of the
rest of the study variables on the earnings quality of French companies.

Keywords: Accounting Earnings Quality, Earnings Management, Discretionary
Accruals, Corporate Governance, External Audit.
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Connaissances, France, p 2, disponible sue le site: http://halshs.archives-ouvertes.fr/halshs-00581229, [23/02/2015]
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() Naidu, Dharmendra. and Patel, Arvind., (2013). A Comparison of Qualitative and Quantitative Methods of Detecting
Earnings Management: Evidence from two Fijian Private and twoFijian State-owned Entities, Australasian
Accounting, Business and Finance Journal, Vol 7, Issue 1, p 80
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@) Dechow, Patricia M., Sloan, Richard G. and Sweeney, Amy P., (1996). Causes and Consequences of Earnings
Manipulation: An Analysis of Firms Subject to Enforcement Actions by the SEC, Contemporary Accounting
Research, Vol 13, No1,p 3
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() saleh, Norman Mohd., Iskandar. Takiah Mohd. and Mohid Rahmat, Mohd., (2005). Earnings Management and Board

Characteristics, Evidence from Malaysia, Jurnal Pengurusan, Vol 24, p 78

@) Mulford, Charles W. and Comiskey, Eugene E., (2002). The Financial Numbers Game: Detecting Creative Accounting

Practices, John Wiley & Sons. Inc, New Jersey, p 59

©) Mohanram, P S., (2003). How To Manage Earnings Management ?, Working Paper, p 1, Available from:
https://www.researchgate.net/publication/251563109, date of access: [02/04/2015]
@) Goel, A. Mohan. and Thakor, A.V., (2003). Why Do Firms Smooth Earnings?, Journal of Business, Vol 76, No 1, p 151
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Management: The Role of Political Costs, Australasian Accounting, Business and Finance Journal, Vol 5, Issue 3, p 20
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salyy U5 b ) 2 wlds of ) (Ronen and Sadan) Wl coyal dea (e
S lele dlle Gl G ) Fapdil) Gillalull ady Lee S e el) Hlay o 58
O gty ~ VL el e ciliawsall da Giny Lo st ¢ ISiaY) dndlSa (pilsh Baks

t ) dsaall 3 2WY1 5y il aal (Mulford and Comiskey, 2002) (aal il

(Mulford and Comiskey) cwa ¥ 8,030 Jdlsa gadle :(2-1) Jgaadl

el o g i)

oY g e leoas Ay 2 LY

e i Jainal slall Laliasy) cias
el o = ) (35

J8 Lsal) Zl)l oo AiSas Bygea Juadl s
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Y alal) (el dal aai dussiall
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Collaall A sl e 38 2 L)Y
Ge dwd sl Oiall gt o Jseaall
aldd o Ko ¥ ) adl aall ke

ally AN sl Ga Shsane ZWNY) dea
Sllg ¢ Gleal) Jalad b dsyaall Z L sl

() Watts, R L. and Zimmerman, J L., (1978). Towards a Positive Theory of the Determination of Accounting Standards,
The Accounting Review, Vol 53, No 1, p 115
) Jackson, Scott B. and Pitman, Marshall K., Ibid
147 . ¢ pme ApuSal) capall daslall s cdglall dlaal) b dasiie clud ((2002) oz Gl ve i cp)lSall 550 ©)
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Mulford, Charles W. and Comiskey, Eugene E., Op.Cit., p .61

Lpalaal) ciliaiuad) 3-2-1

i) A o Uy (Bliaiu) Gulad 8y dysiad) Al byl daely Cluwga) a8
Caploadly CilieV) 2 Gleata¥) (bl ey ool (ulud ay lolae) & Al 4l
elss LYl Calie¥! ay WS (i ol ol iy Capladll (S e il (aky spally il
AEaie Load Y dusall byl o ) eie gl Gl WD Jass A1 S iyl ciloas
) \giad pay e V) Aiate et Y cCiploaal] dually Jlall (it lgied Jrast xie )

Dl ¢ 2 el Aslall 5ehag b o Al s 7 laly Gubl) :dpalaal) Ay ((2007) cdeal apdl cpual ¢ it
100 .ua GH GA:IM\A.“
32 . a cehlanall i gidal) dypall ApalSY) )y siiie (Alaagiall dpalaall (2 —2007) ¢ 2l ady ¢ il @
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e x5 Ally 5aY) 8ylard Aaalall Bleaia) Gilysas ol Al e liatid) b Jy cAidaal
O Lplad) LY 28y e Sl a1 Giyla e Aeadiisall il aal

Loxie Law dpuladd) cilaanwd) of 1) (Ronen and Yaari, 2008) iy « jUay! 13
¥y lleally owulaall CalieV) cadgy 4ol sl Gigaa g G cols Gba oS
O Tiaa 558 PDla ) L a5 )

lanlaall Lpal) Al Bliial) 1 GuliiaS Lpalaal) cilistoal) cligla 58 ¢(2006) cgish das cilasdy Gen dene ¢ laigl ()
77-75 .= 01 2221 <09 Alaall
il —pgedl) 2l 1o ) Bl Analil) Gliaiad) Slygass A ¢(2008) copn Gbsi cdall ey ilama (ubi dlen il @
123 .02 02 22a)) <04 alaad) (JleeY) 8))3) 3 an)¥) Alaall Adlall 5SSl dayss 0
Sl dnaldl) Glaaial) Glised o 35al) Jalgadl ((2015) ol dema ¢ ounmlly 330na done lireny e Alla iy of O
<03 2aad) (11 alaal) (Jlae 5yla) 3 Ay Aad) clas dua)gs B Ao aall s lusal) e liall cl$,dl) Ao Aiudad dufs —5))8y)
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“) Ronen, Joshua. and Yaari, Varda., Op.Cit., p 371

26



2L B0l Aalacall L1 Baga o Y Juadl)

) ) L n Gyl il i (S
) cBlleal) e Lim :(Non-Discretionary Accruals) dplial¥) ye dpsulaal ciliatudl -
LB gl @l (ggival Dl dsall dple ag Al 35 & el L s
Ciliaienal) Mallis ¢ AY) Lalai®Y) Jalgally KU SLaiBY) (g5ine o Elaal) deliall
O Gl gl sl Joe daglay Jadi g 81871 8yl i Y Llall dgpaslaal
opnal el dam Lan :(Discretionary Accruals) Aploa¥) duulad) clisiud) -
Oslly ¢ Meall) Juanill it Gllually Adleiall Gliaidl (mids o 3038 cciliatually
O &l (i) dad 5 Aige) Gaaall ililuay o(lelant b o)
o) Jsdll Ky 1A

Clintoadll + (ALY ) doalad Lunlad) cilistoual = 2<0 dpula ) st
&) [ (AsaYl) dalal) e Ll

o el clisia) Caas 4ula) ) (Teoh et al., 1998) iy csyal dga (e
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OSa JBd) dasw (Ao cdal) Baad Gl Joa¥) clilia o Jaidi clsed o 3)ke
Db YL Sl GalieY) Gl e Jal) syl ciliaiall e 580 Cilisall (g5
Qi) & clgluant 8 i) Gl il Able cals an g ccay)laally CalieY)
st (Say liatied) s38 (Ja¥) Aol JoaYU i clbed ge 3lhe Ja¥) Aol cliaiuall
e LS clagall Cihal) (adass (DiaY) Gyl (& will) DiaY) gy 5 el Giyb oo
Byl lisiad) e 5800 4 50 5508 sl Gluwsal) gpae of I (Teoh et al., 1998)
rol Jsill oSy Il ) Ja) Al sl cliaially 43560 JaY)

plad) ciliatad) + JaY) 5yuad dlad) Gliaid) = ) dulad) st
() Ja¥) Al

) Ronen, Joshua. and Yaari, Varda., Op.Cit., p 372
124-123 .5 083 Gaw aae men s (sl ves ilaae (ubi slea o) @)
@) Dharan, Bala G., (2003). Earnings Management with Accruals and Financial Engineering, Working Paper, p 2,
Available from: http://www.ruf.rice.edu/~bala/filessEM_and_financial Engineering-the accountants world ICFAI_02-
2003.pdf, date of access: [15/06/2014]
) Teoh, Siew Hong., Welch, Ivo. and Wong, T.J., (1998-b). Earnings management and the underperformance of
seasoned equity offerings, Journal of Financial Economics, Vol 50, Issue 1, p 66
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Opend Cadgy OIS 3Ll alad ) gaiil) Gulud) e dlaall Jgad of 1 J g8l (Say
&b dealall sl )l (i ales Jagyy 4l BEaWY) Gl Whe sy el (ila (uld dules
gl Gl e aalasin) sy Lo dag cdpaiill 8 Jualall el (s dssdl Jsual ila
ol dga (e oS0 bl cliil) cp Cayladly b1 s 8 Alaedl Tae pley Y (530
Cle gnall §l Gliagialy )i Adlaae Ji o dpalad) Clisiudl (e sl cilasledll
Oe waadly Gilyie¥) o) WS dpaanl) 5l paddll el e S JSa alae ks Ay
i Lo s SH ade (e (pme st Qi (AN Gl ) Aldid) LR adlidll
o 8 Adlaad) e eiay o Bl Gl s dulaall Ul diglaadl b ol
B i ST Claglan g

10) Lan LK Aol clintioal paEl iagia aladinl e dnlaal) colual i,
-(Balance Sheet Approach) asljall e —
-(Cash Flows Statement Approach) 4;aal) culadnl) 2l meia —

Glua die L0l cilaxl) zgeie aladiul Juagy 4 ) (Bartov et al.,, 2000) Ll
oS Llianinl) Al colaanlly dalall Gleshed] jig axe Ala by Al Lpulad) Cilisi)
el (b okl elladl e wlgial (e ael Gubill JaS Aalall Aalaall e alasiial

M Miller, James E., (2009). The Development Of The Miller Ratio (MR): A Tool To Detect For The Possibility of
Earnings Management (EM), Journal of Business and Economics Research, Vol 7, No 01, p 80
2422 . 5m 083 i aae cdena ¢ e
G Ali shah, S.Z., Ali Butt, S. and Hasan, A., (2009). Corporate Governance and Earnings Management an Empirical
Evidence Form Pakistani Listed Companies, European Journal of Scientific Research, Vol 26, No 04, p 633
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>

(o) G
.(t) 3):\51\ d}a (_]) tuasu ‘salﬁ ‘ﬁ_ﬂ\ (I) :\.uu.n}d\ D) @LA : NIl]t

(1) 55 DA () g Uaill e A (i) Aeaasgall Ll gaill Gasil @ CFOy

() 55l Gl A () g Uall i A (i) nsnsiall Jsaal g 5ana i Ajjry

M Kuang, Chunli., (2007). Audit Committee Characteristics and Earnings Management in New Zealand, Master of
Business, Auckland University of Technology, New Zealand, p 21
@ Ali shah, S.Z., Ali Butt, S. and Hasan, Ibid
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E)\Jl (JOhl et al., 2003) RN :CLJX\ 'é)\dl}! g_uﬂ.uj} U'_ﬂ:usﬁ Jﬁﬁ Lﬁﬂ\ Lr\.ml;.d\ CJ}A.\S\ -
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WY1 ) gl e any (A Al S A 2 agas -
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&Y Bla @l jas Sy (Vander Bauwhede and Willekens, 2003) caws
() L LS il e sane D0

lele (gshaii Al Dg )l o adied :dpalaal) galiadl W) & a5 Al LY 8y s -
dsjlae Apas cJpad) SBlaly o3l andi Gyl Gp AlalidlS el Glubully @)kl
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) Mard, Yves., Op.Cit., p 2

@ Johl, S., Jubb, C.A. and Houghton, K.A., (2003). Audit Quality: Earnings Management in the Context of the 1997
Asian Crisis, Working Paper, lllinois International Accounting Summer Conference, College of Business at lllinois,
Germany, p 5

®) Vander Bauwhede, Heidi. and Willekens, Marleen., (2003). Earnings Management in Belgium: a Review of the
Empirical Evidence, Tijdschrift voor Economie en Management, Vol 48, No 2, p 203- 204
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(Scott, 2009) aud ¢ laadl uit 3 .0) daihad) f dyulsall ~L )Y SINPEREN RN
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& Aladl Q) e i ) Y syl @l At e muag Koy
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27-26 .m ¢ pman (Olsha Axala (Jlael) 3ol ol LIS 3)pdia e Analaall 8 Adulh o]0 ALy (8 pualaall

6564 . m « pmn chgmalall ) cqulail) (s aluall casalial) 1Sl dassa ¢(2005) (Jld) xe 3yl cales @)

@) Lo, Kin., (2008). Earnings management and Earnings Quality, Journal of Accounting and Economics, Vol 45, Issue 2-
3,p 353

) Challen, Auliffi Ermian. and Siregar, Sylvia Veronica., (2012). Audit Quality On Earnings Management And Firm
Value, Finance and Banking Journal, Vol 14, No 1, p 30

31



2L B0l Aalacall L1 Baga o Y Juadl)

(Ronen and Yaari) quaa il Lesiy Lnalaall qudlad) :(3-1) Jgaad)

i) aalaal) qglod) A g

(Within GAAP) lages Algiall dypualaall fsabiall crasa

clhlia¥ly Glaadall (s 8 L&yl - ddasaiiall dulaal)

s dad (mlaasly Al sale) Call<s 8 Axllll — | (Conservative Accounting)

salaal) daulaal
B)Y) JAN e g dalas Glblee e i Al Chj}!\ -
(Neutral Accounting)

eliand b @Sl pal Garadae e il - fiarial) Fuladll
s jie dilgae diyylay cillalgal) o cllaadall (madi— | (Aggressive Accounting)

(Violates GAAP) Lagas Algiall dpplaall s alual) lgis

Ngiias Jd oL GilgieY) -

Agans Glig e diaad PA (e g )8l a8 Aallaall —

(Fraud) sl

el o alde Wl Ealill sae) (e i siaal)
Ronen, Joshua. and Yaari, Varda., Op.Cit., p 28
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) Enomoto, Masahiro., Kimura, Fumihiko. and Yamaguchi, Tomoyasu., (2013). Accrual-Based and Real Earnings
Management: An International Comparison for Investor Protection, Working Paper, p 8, Available from:
http://ssrn.com/abstract=2066797, date of access: [20/03/2014]

@ Gunny, Katherine., (2005). What Are the Consequences of Real Earnings Management?, Working Paper, p 5-6,
Available from: http://w4.stern.nyu.edu/accounting/docs/speaker_papers/spring2005/Gunny_paper.pdf, date of access:
[14/01/2015]

@) Mohanram, Partha S., Ibid

) Chapman, Craig J., (2008). The Effects of Real Earnings Management on the Firm, its Competitors and Subsequent
Reporting Periods, Working Paper, p 3 Harvard Business  School, Available  from:
http://www.kellogg.northwestern.edu/accounting/papers/chapman.pdf, date of access: [11/03/2014]

©) Cohen, Daniel A, Dey, Aiyesha. and Lys, Thomas Z., (2007). Real and Accrual-based Earnings Management in the
Pre- and Post- Sarbanes Oxley Periods, Working Paper, p 13, Available from: http://ssrn.com/abstract=813088, date of
access: [16/03/2014]
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Clikeman, Paul M., (2003). Where Auditors Fear to Tread: Internal Auditors Should be
Proactive in Educating Companies on the Perils of Earnings Management and in
Searching for Signs of its Use, The Internal Auditor, Vol 60, Issue 4, p 77
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@ Cappelletti, Laurent., (2004). La normalisation du controle interne : esquisse des conséquences organisationnelles de
la loi de sécurité financiére, Normes et Mondialisation, France, p 4, document disponible sur le site:
https://halshs.archives-ouvertes.fr/halshs-00592976, [25/09/2015]
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