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Abstract

This study aims at investigating the issue of Earning Management
in order to find out if the suggested measure may be applicable to
the Egyptian environment, and to see if it can be among the
traditional measures that are used to reveal whether company can
manage its earning, with emphasis on accounting and income
taxes, and especially income tax on the differences between them.

Some financial manager as well as accountants committee
earning Management through using practices which agree to the
flexibility of accounting standards so as to manipulate corporate
business results which affects the value of the firm.

Net operating income is measured according to official
accounting standard standards such as (Egyptian Accounting
Standards, stipulated by ministerial decree No.110 of 2015, as
well as the International Financial Reporting Standard IFRS)
which are known as financial reporting standards. While taxable
income is determined under the Income Tax Law¢ accounting
income and income tax in tax return settle the disputes with the
Taxes Authority amicably or legally. What results from these
disputes is called “Income Tax Differencest“ this study discuss
the value of these differences in corporate practices and its role to
judging on companies with regard to whether they committee
earning management.

The researcher selected a sample of the companies listed on the
Egyptian Stock Marketc EGX30 index. An applied study was
carried on their published financial statements, and the study
indicates that the suggested measure can be applied to the
companies which have Earning Management according to
Miller’s Indices. Moreover, the researcher created a model to
predict the value of Income Tax Differences. The model was
tested statistically in SPSS and the results showed its validity to
predict such differences on Book-Tax Differences. This adds a lot
to accounting literature.

Keywords: Taxable income - Earning Management - Book-Tax-
Differences — Deferred tax.
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