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[bookmark: _Toc130904050]Executive summary
Earnings management, as an accounting tool for listed companies, not only reduces the reliability of financial statements, but also affects market order. Therefore, earnings management governance is particularly important. This article analyzes the case of LeTV and finds that LeTV implements earnings management through deferred income tax. At the same time, this article also evaluates LeTV's earnings management measures under the framework of virtue ethics. Finally, based on the UK corporate governance structure, some specific measures to constrain earnings management are proposed.
1. [bookmark: _Toc130904051]Research Value and Definition of Earnings Management
[bookmark: _Toc130904052]1.1 Research Value of Earnings Management
With the rapid development of the global economy, the quality of the capital market has also been significantly improved, and external information users' requirements for the quality of information publicly released by listed companies are gradually improving. In China, after more than ten years of development, listed companies have continuously enhanced their competitiveness, making a significant contribution to the growth of China's capital market. However, there are still many problems in China's listed companies, such as using earnings management more often, and some companies even resorting to financial fraud to cover up the fact that the company is losing money or operating unfavourably. With the improvement of accounting related standards and systems, direct financial fraud has gradually become less frequent, but the use of accounting system itself has a certain degree of flexibility of choice or enterprises directly create some false income for earnings management has become more frequent. Earnings management is more difficult to detect than financial fraud by regulators and investors, and the results of such behavior can affect the fairness and impartiality of financial information disclosed by enterprises, thereby affecting the judgment of information users. This type of behavior not only seriously hinders listed companies from conducting their daily business activities, but also seriously damages the rights and interests of external information users. At the same time, the concept of earnings management has been highly concerned and studied since it was proposed by relevant scholars, so it has high research value for earnings management.
1.2 [bookmark: _Toc130904053]Definition of Earnings Management
Despite the fact that research on earnings management spans over two decades, there is still no widely accepted definition to describe it. According to Schipper (1989), earnings management is essentially a form of "disclosure management," whereby corporate managers deliberately manipulate the external financial reporting process to attain certain private benefits. In other words, enterprise managers intentionally control external financial reporting to gain advantages that are not publicly disclosed. Scott (1997) defines earnings management as the act of maximizing the benefits for the operator or the market value of the enterprise through the strategic selection of accounting policies that are within the bounds of generally accepted accounting principles. Healy and Wahlen (1999), on the other hand, view earnings management as a deliberate manipulation of accounting methods and transactional arrangements in order to alter financial reports and deceive stakeholders about the company's performance or to influence contracts based on reported accounting information. Although the above descriptions of earnings management are not quite consistent, there are many similarities. Therefore, I believe that earnings management refers to a profit management method in which listed companies use reasonable and legal accounting methods to make their financial statements more beautiful and obtain marginal benefits by adjusting the distribution of corporate profits. In fact, this definition is still relatively abstract, so I will conduct a specific analysis of LeTV's earnings management process in the future, hoping to use cases to intuitively demonstrate the connotation of earnings management.

2. [bookmark: _Toc130904054] Introduction to LeTV
LeTV is a listed company from China founded by Jia Yueting. Jia Yueting founded LeTV Information Technology (Beijing) Co., Ltd. in November 2004 and was listed on the China Growth Enterprise Market on August 12, 2010. He issued 25 million A-shares at 29.20 yuan per share, raising a total of 730 million yuan and a net amount of 680 million yuan. The company is the world's first IPO listed company in the internet video industry. When LeTV was initially established, its main business scope was basic related services for online video and value-added services for video platforms. Shortly after its establishment, LeTV became a leading Internet high-definition video service provider in the domestic industry. At first, many other mainstream video network service providers in China, such as Youku and iQiyi, had adopted a free service business model to attract customers, while Le.com was different. At the initial stage of its strategy, it adopted a paid and free service business model, and quickly became one of the leaders in the paid video website industry in China at that time.
LeTV is committed to creating a vertical industrial chain model of "platform + content + terminal + application", which not only includes the main businesses of the company during its initial establishment, such as Internet video and film production, but also adds distribution modules and intelligent terminals, and extends the company's development landscape to markets such as large screen applications, e-commerce, and ecological agriculture, At the same time, LeTV has also established its own multiple profit channels of "advertising revenue + content revenue + hardware revenue + application sharing". In the ecosystem built by LeEco itself, although businesses such as internet video, mobile phones, and television have strong liquidity, the demand for funds in markets such as automobiles is very large and the risks are high. The cash flow provided solely by businesses with strong liquidity such as LeEco cannot meet the financial requirements for "crazy" expansion of enterprises, and due to the high resource copyright fees in the internet video industry, It also requires a very large capital flow. LeTV currently requires a large amount of funds to maintain the continuous operation of its complete ecosystem. Although it has raised funds several times in the past few years, it still cannot meet its huge capital needs. Since its listing in 2010, At the time of its initial listing, LeTV had a market value of 3 billion yuan which increased to over 150 billion yuan at its highest point. It has repeatedly set the highest market value record for GEM companies, and was once one of the leading stocks on the GEM, dropping to about 15 billion yuan at present. Even in the 2017 consolidated statement of LeTV, the net profit loss attributable to the parent company reached 13.878 billion yuan, making it the company with the highest A-share loss in 2017. It is tempting to explore exactly what caused LeTV to fall into this dilemma. Although LeTV currently exists, it has announced its delisting in May 2020.
The reasons for choosing LeTV in this article lie in two aspects. One is that LeTV's earnings management cases are representative among listed companies in China, and the outcome of LeTV's delisting has also given other companies a better warning effect.
3. [bookmark: _Toc130904055]LeTV's earnings management through deferred income tax
3.1 [bookmark: _Toc130904056]Motivation of LeTV for Earnings Management
After reviewing the research on the motivation behind earnings management, it becomes apparent that such motivations can be broadly categorized into three types: capital market motivation, contract motivation, and tax avoidance motivation. Generally speaking, the fundamental purpose of listed companies' earnings management is to maximize the company's earnings as much as possible.
In the capital market motivation, it can be subdivided into the motivation to avoid delisting and the motivation to raise funds. First, avoid delisting motives. According to the relevant delisting regulations of some listed companies, listed companies will be subject to * ST if their net profit before/after deducting non recurring profits and losses, whichever is lower, and their operating income is less than 100 million yuan. However, if the aforementioned situation occurs for two consecutive years, they will be delisted. However, companies that terminate their listing will be greatly hindered in terms of financing or operation. Therefore, in order to avoid going to the step of delisting, companies are highly likely to choose earnings management to ensure a positive net profit. Losing listed companies are more likely to implement earnings management through real earnings management; Moreover, the stronger the motivation to turn losses into profits, the greater the degree of true earnings management. Second, motivation for raising funds. With the continuous expansion of the scale of private placement in the financial market, most scholars have noticed that private placement often has the motivation of earnings management. However, there are some differences in the views on the methods used by listed companies. In order to obtain external investment to expand their own scale, listed companies will choose the method of accrued earnings management to meet the requirements of share allotment; In addition, the lower the degree of true earnings management is when listed companies with more profits issue new shares, while the higher the probability of choosing true earnings management is when listed companies with less profits issue new shares.
In contractual motivation, it can be subdivided into debt contractual motivation and reward contractual motivation. First, the motivation of debt contracts. Watts and Zimmerman (1986) proposed the debt contract hypothesis. Two scholars believe that listed companies will use financial indicators to form a default threshold, and to avoid default, listed companies usually use accounting policies to achieve the goal. In addition, listed companies with more severe debt defaults usually conduct negative earnings management before the expiration of the default. After the default is exposed, they will increase the intensity of negative earnings management, which proves that there is a relationship between earnings management and debt default. Second, motivation of compensation contract. The compensation of corporate executives is usually determined by corporate performance. Ittner believes that although non-financial indicators can affect executive compensation to some extent, financial indicators are the key (Ittner 1997). At the same time, relevant research has shown that the higher the compensation of the management, the greater the upward adjustment of the enterprise's accrued profits, indicating that executives will conduct earnings management for more compensation.
Among the motives for tax avoidance, there are mainly tax incentives, as well as certain regulatory motivations. First, tax incentives. The confirmation of tax avoidance motivation began with a study of the relationship between the US Tax Reform Act of 1986 and earnings management (Boynton 1992). When listed companies have tax avoidance motivation, driven by the goal of maximizing profits, they will not only use the independent choice of accounting policies to conduct earnings management on accruals to reduce tax payments, but also manipulate real trading behavior to conduct real earnings management, However, the gradual improvement of tax laws and regulations will also reduce these behaviors and play a supervisory role. Second, regulatory motivation. Watts and Zimmerman (1978) believe that listed companies that have been investigated by regulators and subjected to other political investigations are more likely to manipulate profits or engage in excessive earnings management in order to present better financial statements. Some local governments may also consider allowing local listed companies to conduct earnings management for the benefit of local enterprises.
In addition to the above three categories of motivation research, there are other motivation studies that are also interesting. Stockmans believes that social emotional wealth may also be the motivation for earnings management. When a company's performance is poor, social emotional wealth may become the motivation for upward earnings management (Stockmans 2010). In this context, private family businesses led by the first generation and founders seem to have a greater incentive to engage in upward revenue management, as their social and emotional wealth is protected. In addition, Holthausen (1990) believes that some opportunists also conduct earnings management. From the perspective of information transmission, Ali (2012) believes that appropriate earnings management for enterprises with high R&D investment intensity can help timely transmit good news that is not allowed to be disclosed by accounting standards to the capital market, thereby improving the efficiency of enterprise stock pricing. In short, earnings management motivations may be diverse, but most of them fall within the scope of three major motivations: capital market motivation, contractual motivation, and tax avoidance motivation.
As the research object of this article, LeTV's earnings motivation is mainly divided into three points: debt contract motivation, major shareholders' motivation to seek private ownership, and motivation to maintain listing. The demand points for the three motivations are also described below. Firstly, LeTV is bound to require a large amount of funds to support its diversified business types, so it has a high debt contractual motivation to support debt financing; Secondly, LeTV has absolute control and discourse power over LeTV with Jia Yueting as its largest shareholder, which is likely to prevent major shareholders from pursuing personal interests, so there is a possibility that major shareholders may seek personal interests; Third, LeTV's operating condition is unfavorable three years after its listing. However, to avoid delisting, listed companies must maintain a positive net profit. Therefore, there is a need to maintain the listing and adjust the income statement. Therefore, according to the detailed situation of LeTV, the motivation for earnings management is mainly the above three motivations.
3.2 [bookmark: _Toc130904057]LeTV's Earnings Management Approach - Deferred Income Tax
Through literature review, it is found that scholars divide the means of earnings management into accrued earnings management means and real earnings management means. Accrued earnings management represents a major change in accruals for a company, while real earnings management is the use of real activities such as the company's living activities, sales activities, and discretionary expenses.
Accrued earnings management tools. Healy (1999) found that the common methods of accrued earnings management are the selection and change of accounting estimates and policies for enterprises and the selection and change of asset impairment provisions. In addition, Jones (1991) and McNichols and Wilson (1988) believe that the way to recognize revenue in advance and expenses in delay, manipulate future profits, and obtain the best current profit is also an accrual earnings management tool.
Real earnings management tools. Real earnings management behavior revolves around the process of producing, selling, and generating expenses, sometimes including some other real earnings management behaviors. From the perspective of controlling a company's production activities, research by Royshowdhury shows that, based on the composition of finished products, the higher the quantity of production, the lower the unit cost. In order to reduce costs and improve product profits, management often increases the production scale, which can also achieve the goal of improving the company's performance in the short term (Royshowdhury 2006). From the perspective of controlling the company's sales activities, management controls sales activities mainly by adjusting credit policies and granting commercial discounts to customers to minimize the sales cycle, quickly recover funds, improve capital turnover, and strive for better operating results for the current period. However, selecting methods such as commodity promotions can indeed achieve the goal of increasing profits for the current period (Chapman 2011). From the perspective of manipulating company expense activities, Zhang (2012) Cohen et al. (2010) and others believe that listed companies can manipulate their own discretionary expenses through independent management, such as corporate research and development expenses, employee training expenses, and advertising expenses.
In addition to the above-mentioned means of earnings management, there are many phenomena of earnings management through deferred income tax. The LeTV network studied in this article implements earnings management through deferred income tax. Deferred income tax refers to the difference between the amount of deferred income tax assets and deferred income tax liabilities that should be recognized at the end of the period and the originally recognized amount, which is the comprehensive result of the current amount of deferred income tax assets and deferred income tax liabilities. Most scholars believe that deferred income tax assets have become a hotbed for companies to manipulate profits, and their excessive proportion in assets can reduce the quality of corporate assets. "Even if a loss-making enterprise cannot obtain sufficient taxable income during its operating period in the next few years, in order to cover up its actual financial situation, it still recognizes the portion of the loss as deferred income tax assets, and finally beautifies its financial statements."; Profitable enterprises are unwilling to make excessive profits and also choose to recognize deferred income tax assets to reduce net profits. After recognizing excessive deferred income tax assets to inflate net profits, it has driven up stock prices and inflated market capitalization, harming the interests of multiple investors.
3.3 [bookmark: _Toc130904058]LeTV's Earnings Management Process
This article analyzes LeTV's income tax expenses to explore the process of LeTV's earnings management. Corporate income tax expenses include current income tax and deferred income tax. First of all, observing LeTV's income tax expenses, it can be seen from Table 1 that the income tax expenses changed significantly from 2014 to 2018, with negative numbers from 2014 to 2016, respectively - 0.59 billion, - 143 million, and - 107 million. In 2017, they suddenly rose to 720 million, a year-on-year increase of 7.72 times, and in 2018, they fell to 55 million, a year-on-year decrease of 92.36%. Secondly, the change in deferred income tax is the reason for the change in income tax expenses. The current income tax of enterprises changed little from 2014 to 2016, dropping to 14.4055 million yuan in 2017, a year-on-year decrease of 9.6 times. However, the deferred income tax increased to 708.1725 million yuan in 2017, a year-on-year increase of 3.72 times. Finally, in absolute terms, changes in deferred income tax are greater than changes in current income tax, and have a significant impact on corporate income tax expenses.
[bookmark: _Hlk130904415]Table 1 LeTV Income Tax Expense Analysis
	Year
	2014
	2015
	2016
	2017
	2018

	Current income tax(million)
	113.23
	161.60
	152.73
	14.01
	3.91

	Deferred income tax(million)
	-169.13
	-304.54
	-259.54
	708.17
	51.51

	Income tax expenses(million)
	-55.90
	-142.94
	-106.81
	722.58
	55.42


Through the analysis of LeTV's income tax expenses from 2014 to 2018, it can be seen that the deferred income tax remained below zero in 2014 to 2016, and the absolute value was greater than the current income tax, resulting in a negative income tax expense for the entire enterprise. Let's compare its income tax expense and deferred income tax with the industry average and observe whether LeTV's data is at a normal level. First, the average value of income tax expenses in the Internet service industry generally remains between 10 million and 20 million. LeTV was significantly lower than the industry average in 2014-2016, but in 2017, it exceeded the industry average by 14.65 times, resulting in abnormal changes in income tax expenses. Secondly, comparing the years when the deferred income tax is less than zero with the average value of the deferred income tax in the Internet service industry, it can be seen that the industry average was - 32.7 million yuan, - 2.4 million yuan, and - 8.26 million yuan in 2014-2016, respectively. LeTV exceeded the industry average by 50 times, 126 times, and 30 times, respectively. The deferred income tax is extremely low, which can be seen that LeTV is trying to manipulate the final income tax expenses of the entire enterprise through the deferred income tax.
3.4 [bookmark: _Toc130904059][bookmark: _Hlk130903728]Evaluating LeTV's Earnings Management Based on Virtue Ethics
Accounting ethics, also known as ethics, is a non-institutional constraint that places more emphasis on value orientation compared to institutional constraints. It requires management and financial personnel to adhere to legal regulations, enhance their ethical knowledge, and improve their accounting ethics quality to establish a positive social image and enhance social recognition.
Virtue ethics is one of the main approaches in normative ethics that emphasizes moral virtues or qualities, in contrast to approaches that focus on rules or consequences of behavior. Utilitarians would argue that helping those in need would lead to the maximization of happiness, while a virtue ethicist would view such actions as charitable or benevolent. Virtue ethics has its roots in the works of Plato and Aristotle in the West and Mencius and Confucius in the East. It was the dominant approach in Western moral philosophy until the Enlightenment and underwent a brief decline in the 19th century before re-emerging in British and American philosophy in the late 1950s. Elizabeth Anscombe's influential article "Modern Moral Philosophy" (1958) critiqued prevailing forms of deontology and utilitarianism and predicted a resurgence of virtue ethics. This approach explores topics such as virtue and vice, motivation and moral character, moral education, moral insight and intelligence, friendship and family relations, and the deeper aspects of happiness.
Obviously, through the above analysis of LeTV's earnings management, LeTV violates the basic ethical principles of virtue. Among the basic forms of virtue ethics, goal centered ethics can be well applied to earnings management situations. In 2003, Christine Swanton developed a goal centered perspective that began with our existing view of virtue, believing that a virtue "is a tendency to respond or acknowledge projects in its field or domain in an excellent or sufficiently good manner" (Christine Swanton 2003). In addition, Smith further discussed this kind of virtue ethics and believed that a more responsible approach should be taken, advocating the importance of some quieter and gentler virtues (Smith 2016).
In contrast, LeTV has posed the following challenges to accounting ethics. With a high R&D capitalization rate, does LeTV have far more R&D capabilities than its peers? However, LeTV did not disclose it in the notes to the annual report. The lack of this key information makes it possible for managers to abuse the intangible resources of research and development within the company, thereby manipulating the company's profits. It also raises questions and concerns among investors about the authenticity of net profits in LeTV's annual report. In addition, there are related party transactions. In LeTV's financial statements, the data that has the greatest impact on the net profit attributable to the parent company is the negative minority shareholders' equity. In 2015 and 2016, there was a serious split between net profit attributable to the parent company and minority shareholders' equity, with net profit attributable to the parent company increasing positively and minority shareholders' profit and loss increasing. Of course, and most importantly, deferred income tax. Despite the continuous expansion of losses in its subsidiaries in the past few years, LeTV still believes that losses can be covered by future profits. This treatment of deferred income tax assets recognized in deductible losses does not comply with the principle of prudence required by the Accounting Standards for Business Enterprises, and there is a suspicion of inflated assets or even whitewashing the financial statements. The reasonableness of the auditor's opinion is questionable. To sum up, it can be seen that LeTV's use of earnings management methods poses challenges to existing institutional norms and impacts on ethics.
To prevent accounting chaos and foster a suitable business environment, LeTV should establish an ethical restraint system. At an ethical level, the following measures should be taken. First, develop ethical information disclosure standards for accounting practices. The standards for information disclosure are based on a comprehensive and systematic information disclosure system for accounting ethics. There are clear regulations on the form, content and specific operation methods of information disclosure, especially in some cases that require professional judgment. on important issues. Mandatory regulatory requirements are necessary to ensure enterprises comply with the law and produce authentic financial reports. Second, enhance the ethical level of management. Corporate credit ethics culture is highly dependent on management. Managers play a key role in ensuring whether a company's behavior is ethical or unethical. The quality of managers determines whether the enterprise's operation and development conform to disciplines, laws, and ethics. In view of the fact that the behavior of earnings management must be allowed by the operator, it is of great significance to strengthen the professional ethics of the operator to prevent the financial chaos of the enterprise. Third, strengthen accounting ethics education. While formulating accounting ethics information disclosure standards and improving the level of accounting ethics of management is necessary to promote ethical behavior, at the same time, it is necessary to strengthen the cultivation of professional ethics of accounting practitioners. Professional ethics training for employees, case analysis, professional ethics knowledge competition, etc. can effectively improve the professional ethics of accountants, and then improve the accounting professional ethics level of the entire enterprise, and then fundamentally solve the problem of accounting problems at the operational level. confusing question..
[bookmark: _Toc130904060]4. Governance and governance recommendations for UK earnings management
[bookmark: _Toc130904061][bookmark: _Hlk130903821]4.1	UK Corporate Governance Structure
The UK, known as the birthplace of modern companies, has established one of the world's oldest, most rigorous, and widely disseminated corporate governance systems over the course of more than 100 years of development, accumulation, and evolution. An enterprise is the product of a country's economic and social development. The corporate governance structure is formed under a certain historical, political, economic and cultural background, and is inextricably linked with a country's national conditions, traditions and culture. There are mainly two global corporate governance models: shareholder governance models that focus on external market monitoring, and joint governance models that focus on stakeholder monitoring. Britain is a country with contracts at its core. Its purpose is to protect the rights and interests of shareholders, and it emphasizes the value orientation and value orientation of enterprises. The corporate governance structure in the UK is mainly manifested in: first, the diversity of ownership structure, high liquidity, perfect external control and dominant position in the capital market; second, the management purpose of the company is to maximize the interests of shareholders; Third, weak shareholders and strong managers.
The corporate governance standard currently adopted in the UK is the 2016 Revolution Security Standard, which was formulated under the leadership of the Financial Services Authority (FCA), with the aim of establishing a comprehensive corporate governance standard for companies listed on the London Stock Exchange . Although this standard is not a mandatory regulation, most companies that can apply this standard will follow its rules. This is because of the sound market structure in the UK and the pressure from companies. The "Code" adopts the principle of "non-compliance means non-compliance", that is, when a listed company fails to meet the conditions, it must provide a reasonable explanation for the behavior that does not meet the conditions. In the 2016 "Company Management Guide", the five basic principles of corporate management are elaborated, namely: leadership, efficiency, accountability, salary management, and handling of shareholder relationships.
The governance structure of British companies has significant characteristics such as development and formation rooted in the historical and cultural environment, keeping pace with changes in the internal and external environment, a sound corporate governance system, a diversified corporate equity structure, the central role of the board of directors in corporate governance, the separation of the chairman and CEO, clear definition of responsibilities, and the government's emphasis on supervision of corporate governance. These characteristics and nature will play a certain role in the governance of earnings management..
[bookmark: _Toc130904062]4.2	UK Corporate Governance Structure
Earnings management, as a form of manipulative management, is believed to be driven by explicit and implicit contracts, the relationship between the company and the capital market, the need for external financing, the political and regulatory environment, or other specific circumstances, according to Vander Bauwhede (2001). However, the distortion of accounting information and earnings by managers can lead to investors receiving inaccurate information about the true economic performance of the company, resulting in decision-making errors and a demand for higher returns to compensate for the risk of misinformation. This, in turn, can lead to impaired earnings quality, as noted by Bhattacharya et al. (2003).To constrain this type of earnings management, different companies have set up different internal and external mechanisms. According to Cornett, the primary responsibility of the board of directors is to oversee the company's management in the interest of shareholders, aiming to minimize the information gap between managers and shareholders, thus safeguarding the shareholders' benefits. (Cornett et al. 2008). Scholars such as Xie believe that the board of directors, audit committee, and executive committee have a certain constraint on earnings management (Xie et al. 2003). In addition, Holm and Schøler believe that the quality of disclosure may be superior to other corporate governance variables in the system when constraining earnings management (Holm and Schøler 2010). In addition, through comparison, Katmon and Farooque found that the constraint of disclosure quality on earnings management is superior to internal governance mechanisms (Katmon and Farooque 2017). In summary, the above scholars' research on earnings management governance provides a good idea for specific practice.
[bookmark: _Toc130904063]4.3 UK earnings management governance recommendations
Although the UK corporate governance structure can better constrain earnings management to a certain extent, there is still room for improvement. Below are three optimization suggestions.
First, improve the disclosure of enterprise off balance sheet information. Enterprises can adopt original accounting policies to conduct earnings management. Accounting information is mostly explained in the form of notes to accounting statements, and subsequent analysis of key items to ensure their authenticity is particularly important for related party transactions. If analyzing related party transactions, it is necessary to attach importance to the legal relationship between enterprises. Many enterprises conduct business in the form of control, but they do not meet the equity participation standards. At the same time, the report does not have all the functions. It only processes bill information, especially transactions outside the balance sheet, so many large enterprises use related party forms for income management.
Secondly, improve the accounting standards system to restrain the company. Accounting standards require the reasonable processing of accounting information, but the current accounting system is not perfect enough to achieve the effect of accounting supervision, so there are deficiencies in earnings management. In addition, the use of appropriate accounting standards to do a comprehensive constraint on enterprises, so in the context of inadequate traditional accounting standards, it is necessary to analyze accounting theory and operability, so as to properly handle them. In the context of ensuring the normal operation of enterprises, attention should be paid to international standards to prevent conflicts between the descriptions of accounting standards, prevent information distortion, and have an impact on enterprise policies.
Third, improve the corporate governance structure. In the internal governance structure of an enterprise, the management system is contractual in nature, which will have an impact on the enterprise management process. This governance structure is characterized by rights, responsibilities, and interests. Currently, many enterprises have unreasonable situations, especially state-owned enterprises and asset owners as a whole. In the company law, the internal management system of enterprises cannot effectively play its role, and many boards of directors and supervisors are mere formality. For example, managers control the accounting system because they are responsible for it based on their own interests, so they can provide false information and manipulate financial reports. Therefore, in order to avoid this situation, it is necessary to improve the corporate governance structure, avoid earnings management, clarify the functions and obligations of the shareholders' meeting and the board of directors, and coordinate operations.











[bookmark: _Toc130904064]References
[bookmark: _Hlk130841198]1.  Schipper, K. (1989) Commentary on Earnings Management. Accounting Horizons, 3, 91-102.
2.  Scott, W. R. (1997) Financial Accounting Theory. Prentice-Hall, Ine.
3.  Healy, P. M. (1999) and J. M. Wahlen. A Review of Earnings Management Literature and its Implications for Standard Setting, Accounting Horizons, 12:365-283.
4.  Watts, R. L., & Zimmerman, J. L. (1986). Positive accounting theory, Englewood Cliffs, NJ: Prentice-Hall.
5.  Ittner, C. D., Larcker, D. F., & Rajan, M. V. (1997). The choice of performance measures in
annual bonus contracts. The Accounting Review, 72, 231-255.
6.  Boynton C.E., Dobbins P.S., and Plesko G.A. (1992). Earnings Management and the Corporate Alternative Minimum Tax. Journal of Accounting Research 30(Supplement): 131-153.
7.  Watts, R.L. and Zimmerman, J.L. (1978) Towards a Positive Theory of the Determination of Accounting Standards. The Accounting Review, 53, 112-134.
[bookmark: _Hlk130736560]8.  Stockmans, A., Lybaert, N., & Voordeckers, W. (2010). Socioemotional Wealth and Earnings Management in Private Family Firms. Family Business Review, 23(3), 280–294.
9.  Holthausen, R. W. (1990). Accounting method choice: Opportunistic behavior, efficient contracting, and information perspectives. Journal of accounting and economics, 12(1-3), 207-218.
10.  Ali .M. Ciftci .M.cread.(2012).Maket Underestimation of the Implications of P&D Increases for Future earnings The US Evidence. Journal f Business Finance and Accounting 39(3-4):289~314
11.  Healy, P.M. and Wahlen, J.M. (1999) A Review of the Earnings Management Literature and Its Implications for Standard Setting. Accounting Horizons, 13, 365-383.
12.  Jones, J. (1991) Earnings Management during Import Relief Investigations. Journal of Accounting Research, 29, 193-228.
13.  McNichols, M., & Wilson, G. P. (1988). Evidence of earnings management from the provision for bad debts. Journal of accounting research, 1-31.
14.  Roychowdhury, S. (2006) Earnings Management through real Activities Manipulation.
Journal of Accounting and Economics, 42, 335-370.
15.  Chapman, C. J. (2011). The effects of real earnings management on the firm, its competitors and subsequent reporting periods. Available at SSRN 1747151.
16.  Zang, A. Y. (2012). Evidence on the Trade-Off between Real Activities Manipulation and Accrual-Based Earnings Management. The Accounting Review, 87, 675-703.
17.  Cohen, D., Mashruwala, R., & Zach, T. (2010). The use of advertising activities to meet earnings benchmarks: Evidence from monthly data. Review of Accounting Studies, 15, 808-832.
18.  Anscombe, G. E. M. (1958). Modern moral philosophy1. Philosophy, 33(124), 1-19.
19.  Swanton, C. (2003). Virtue ethics: A pluralistic view. Clarendon Press.
20.  Smith, R. (2016). The virtues of unknowing. Journal of Philosophy of Education, 50(2), 272-284.
[bookmark: _Hlk130831695]21.  Vander Bauwhede, H. (2001). Earnings management in a non-Anglo-Saxon environment: the impact of audit quality, public ownership and stakeholders (Doctoral dissertation, Katholieke Universiteit Leuven, Faculteit Economische en Toegepaste Economische Wetenschappen).
22.  Bhattacharya, U., Daouk, H., & Welker, M. (2003). The world price of earnings opacity. The accounting review, 78(3), 641-678.
23.  Cornett, M. M., Marcus, A. J., & Tehranian, H. (2008). Corporate governance and pay-for-performance: The impact of earnings management. Journal of financial economics, 87(2), 357-373.
24.  Xie, B., Davidson III, W. N., & DaDalt, P. J. (2003). Earnings management and corporate governance: the role of the board and the audit committee. Journal of corporate finance, 9(3), 295-316.
25.  Holm, C., & Schøler, F. (2010). Reduction of asymmetric information through corporate governance mechanisms–the importance of ownership dispersion and exposure toward the international capital market. Corporate Governance: An International Review, 18(1), 32-47.
26.  Katmon, N., & Farooque, O. A. (2017). Exploring the impact of internal corporate governance on the relation between disclosure quality and earnings management in the UK listed companies. Journal of Business Ethics, 142, 345-367.
5

image1.png
Include the title of the Report here

December 2022

MODULE NAME: INCLUDE MODULE NAME AND CODE HERE
NAME: INCLUDE YOUR NAME HERE
STUDENT NUMBER: INCLUDE YOUR STUDENT NUMBER HERE




