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Factors Affecting Earning Quality of Listed Companies in
The Stock Exchange of Thailand
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Abstract

The objectives of the study are to investigate earning quality and the relationship of factors
affecting earning quality of listed companies in The Stock Exchange of Thailand. The secondary data are
obtained from financial statements of listed companies in The Stock Exchange of Thailand during the
accounting period from 1 January to 31 December 2006 — 2011 excluding banks, finance and Securities,
and insurance companies. Four methods are used to analyze earning quality: Cash Flow Adequacy,
Operating Cash Index, and two methods for Total Accruals. Relationship of variables was tested by mul-
tiple regression analysis.

Results shows that earning quality measured by cash flow adequacy and operating cash index
have the average at 3.3 and -0.35 respectively. Earning quality measured by two methods of total accruals,
the average is 292,950,000 thousand baht and 0.34 respectively. And results of relationship between
earning quality and variables include the types of business, size of business, debt to shareholders'
equity ratios, size audit firm and the type of auditor's report show that types of business are related to
earning quality adversely. Measurements of earning quality by total accruals and size of business have
unidirectional relationship with earning quality. Measurements of earning quality by total accruals, debt
to shareholders' equity ratios also have unidirectional relationship with earning quality. Adequacy of cash

flow in operation, sizes of audit firm, and types of auditor's reports are not related to earning quality.
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TA1 2,360 -3,775,470.00 3,152,140.00 -292.95 47,254.01

TA 2 2,360 -145.89 396.75 0.34 10.29
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U (%)

daya  ALARE | _ ALRAE ALaAE ALRAE ALRELAY
ALaRLRARAY -
laitia 1 1-50 50-100 100
CFA 3.3 458 20% 622 27% 1,211 52% 21 0.4% 27 0.6%
OCl -0.35 560 24% 738 31% 1,041 44% 10 0.5% 11 0.5%
TA 1 29295 1,292 55% - - - - - - 1,088 45%
TA 2 0.34 7 33% 1,553 66% - 27 1% 3 0%
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CFA ocl TA1 TA2

Aauile .
Coef Sig.T Coef Sig.T Coef Sig.T Coef Sig.T

Model R®=0.003 R®=0.000 R’ =0.009 R®=0.002
A 3.524 0.020 -3.729 0.615 693 0.155 0.638  0.062
TB1 -1.318 0.661 3.423 0.815 -2,486 0.010* | -0.111  0.869
TB2 -0.174 0.950 11.350 0.408 -2,267 0.012* | 0811  0.200
FS 0.000 0.561 0.000 0.988 0.012 0.007* | -0.000  0.791
DE 0.390 0.048* 0.329 0.734 -9 0.883 | -0.783  0.069
ADF -0.659 0.729 2.085 0.823 -679 0.268 0.197  0.824
ADR -4.933 0.209 -0.736 0.969 797 0.528 0.011  0.808
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Accruals) 184 NAZUIN amﬁuﬁﬂﬁﬁm (2545) Francis & Krishnan (1999) Richardson, Sloan, Soliman &
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aifAunazdauresdBeduianuduiusluiiamadoety (Fwan) fugmunwinlsiidunauiiome
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