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ABSTRACT

A Study on Earnings Management

of Insolvent Enterprise

Jae Woon, Lee

Advisor : prof. Kay Won, Lee

Department of Business Administration
Graduate School of Business Administration,

Chosun University

This study examines the presence of earnings management of 63 korean
firms that went out bankruptcy during 2002-2008 period.

As the results of study, contrary to the theory that troubled company
might adjust earing up-ward, it showed that they adjusted earning
down-ward before one year. Insolvent enterprise intended to report
insolvent situation to stockholders and creditors as it is, and maximize
cash flow, not just overstate earnings before one year.

Also Insolvent enterprise prefer to use discretionary accruals to hide
bankruptcy.

Our bankruptcy sample couldn’t stand for all due to considering partial
companies endangered bankruptcy. Moreover, we need more study for
the difference that will occur and many factors affects discretionary

accruals by using multivariate analysis.
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