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Towards A Suggested Aggregate Model for Predicting Real Earnings
Management in light of Requirements of applying IFRSs - an applied
study

Abstract:

The study aims to identify the extent of prevalence of real earnings
management practices in light of the commitment of applying International
Financial Reporting Standards of listed companies of basic resources on the
Egyptian Stock Exchange. The study seeks to establish a proposed
aggregate model for predicting real earnings management practices. The
Study is based on data of companies listed on the basic resource sector
throughout the period 2013 - 2018 to examine the real earnings management
practices via several regression models related to abnormal production
costs, abnormal discretionary expenses, abnormal operating cash flows, and
abnormal financing cash flows, and the aggregate model of the
company.The results showed that the adjusted R? of prior predictive models
was 69.9%, 76.1%, 52.4%, 43.6%, and 69.9%, respectively. The results
revealed that there was a decrease in the amount of adjusted R? of prediction
models related to real earnings management after the implement of IFRS
throughout the period 2016-2018 compared with the period 2013-2015 and
the decrease of adjusted R? of prediction models regarding abnormal
production costs, abnormal discretionary expenses, abnormal operating cash
flows, and abnormal financing cash flows, and the proposed aggregate
model was 9.4%, 0.4%, 25.1%, 47.7%, and 9.4%, respectively.The study
showed consistency in the results between the abnormal production costs
model and the proposed aggregate model. The study is useful for managers,
shareholders, and stakeholders in identifying the most common method of
real earnings management in the companies listed in the basic resource
sector of the Egyptian Stock Exchange.

Key Words:
Real Earnings Management Practices, International Financial Reporting
Standards, Aggregate Model of Real Earnings Management.
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