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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 No0.110 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 Differences;” 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 Market, 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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Aalaall 5 ) o A el 3yl 8 glasiuy)  Meald (o CaDEAY) (LS 13 40
Ao sy WAS )l ) (A elld U jdia (5 sban ) IS (UL 5 ¢ dia 5 sl
303l d sy iry D (b jiall e il Aagd Caaiyl LalS 5~ i 5 )l Lggad
o ALY e it a8 )l i) Jlea) pdsall 1aa e Glagy 2L
cagdall sty G g L) e GleaT ) o (m s Ea ANl 5 )
(Philip Heinz, Chris Patel: 2013) ZL<i@y)
(Jones:1991) &g -3

AS yall Apalai®Y) Cagplall i1 8 aSail) IS (e S Y1 pdisall o pkai o
e S O Gl 8 sl e (gAY e lEa WYL B Lag
Al Adsaall s LS LIS L )i 5 1) Lad Ledly S 5801 e aSay g 4y jlial
(Alan 1. Blankley, Joseph Comprix 2013) .L sl

Cilaal) g WY g culsliaall <l ) A sl Cliaiuall £ gana
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B AN J gl Jpa) Aaa) Bl Jol o) Maa) BN Jgl Jgual) e
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Aaal clbluall 8 edl)l d8lal ((Jones sdsa) (badl phsall yshad S
2zl (AaY) Glapall) AV ol p¥ A el A gl (opaall)
&yl JS ol Liaca o iy cdade (e 2Ll 5,00 255 o aSall Jio il
) iy Gl YR ZLOY 3 e i Al ol 5 i JA AaY) eyl
500 e e (5% AaY) Glagsall o ) G oSl ok e LY 350 ¢
(Michael J. Imhof, Scott; Al eyl & oSsill 5ok e 2L oY)
2014)

(Miller Ratio:2007) s -5
S Wl s ez lYI Bl oo RiSH L daial) V1 S0 e Hlle e 2xy
(Jaladl Jlall Gl ) 4 Sl jualiall & Al glaiall <l 515 Jsaad) pualic
e dpaiil) sl lay oJaladl Jladl Guly (8 uadll o A8l UL
e ZLoY) Y | pdse (5SS dpaiil) il Aailly A g el Jprlil) ddads]
- Al gal)

Saladl Jlal) (il B sl

Jaadl) Aadid) (e Al cilidail) il

b il 5 Y (B e aa g Y hee = A o culS 1Y)
LS 5 a5 LW 8 0] s jlae A8l Gl Ml s 2L )Y (3 e D aa
3ol Gl lae A ) e e Bam AS Al il LS jaiall (e A8Dal) Aty (o s
Al 3aall AT saua )l s Bl Jaladl Ll Gl (8 adll Camy 5 ZLY)
A glaial el 3V g O gea¥) (e JSU cpiliae cpitidle o 58y Il 35Sl

(James E. Miller : 2009)
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Lo 130 U ppusd (Sar Y o) L ppnsdi Sy 38 Ay paim (358 (o puall ) BY) and
) Jalae OIS L 13 caxmiall ol Jaguad) plasi¥) z3sad JA (e Lelidad o
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5 5m Laguad Jshaiall 5 528l IS (o Rie sl Gl e Gl o
YA o Al il il 5 onaill il Jumd) (58 66y gusilall JAI3 (5 pumaall JUl)
(Ao i yd5e 8) Woae 5 L) & uBY) () 5 5all Cinl) Ann s oansh (3
(Ol gad) JS S e ol i e Lgidae & 5 (2011 5 2010) < sind)
Jaall Ay pum (558 e padind LSl (520 lad 2011 Ao (s ganlaa s
e o LY 810 A jleay 8 80 WL (530 o aSall 55aS 4 i)

a5 A ead) Al Gl pige aal 8 As aall IS HA (e dbe LA
Sl ciia g o3 gully Aglaiall S a ST e 4S5 (15) 22 (EGX 30
¢ 2y (8) Lase s Cualdl Lean ) (Al Al il s Gl pSsall (e Bl
iz Rl el dadlia (a0 JLEAY Lgle Akl Al

tla s &5 Al S Al g ladll de 53 (1) p) Jsta i

(1) 8, Josa
vl ¢y 380 Al anl | pladl) Ga gUall) aul

(%)

86.18 X1 A o oy
82.75 X2 B L) 21 g4
51.36 X3 C iy glass
41.08 X 4

34.81 X5 D sl ) ga g Aunddll
32.34 X6 E (Do) p L) Adla cilard
58.05 X7 F Gl g pdia g Aga|
97.45 X8 G ag 93f g Anua dle
50.84 X9 H Gl g s lina cilatiia g cilasd
51.33 X 10 [ Loaid g 4d e cilaiie
33.96 X 11

39.45 X 12 J &l e
40.9 X 13 K <yl
32.11 X 14

53.59 X 15 L 4 yig Aol

A ) Gy o il AT pUBE JS ala) ja g ASpdi JS A 5 LEY) aaauz{.y/ L 2l £Y)
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s (g ol gl Jasll) oy peal) ole sl gl o5 15 A il Ja

3l
(2) ad dssa
Aia O glally Lol

e pall i EY) éb (e pall Jaal (B /[ ) (ealanall JAA) ]

& Siad) ag )
2011 2010 2011 2010

3593.3 2543.2 3734.2 2880.4 X1
3926.3 943.8 3989.4 830.3 X2
1451.9 1327.7 1345.7 1256.8 X3
3185.7 1256.1 3370.5 984.7 X4
520.9 760.3 430.6 650.8 X5
3538.4 231.8 3428.3 536.8 X6
362.8 460.5 277.4 218,6 X7
330.4 385.2 302.6 280.5 X8
186.8 362.7 167.4 322.8 X9
908.7 921.5 901.2 870.6 X 10
368.2 350.3 311.4 342.3 X11
632.5 740.7 450.3 687.4 X 12
4219.2 35.7- 5684.9 24.8- X 13
2263.6 2758.2 2176.9 2640.5 X14
19.7- 39.6 15.6- 34.8 X 15

4y Lding g Jaleal) 134 |4 Jlae YY) guilii oy s cilibad) 4y pdd (Factor) Jalea plisic ad)
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) Al lgale (adiall 5 4 yiaall Jaall A yua G G508 (3) A Jsis asasas
A2l ) sis e WAl 5

(3) b, Jsa
4sia g galally dadl)
] Bl dall dy s | Gadg il JAA) Ay i e
JAal) Ay (39 8 51 ae GUEY) g ds
A pall sl o pall I8y
2011 2010 2011 2010 2011 2010
116.66 | 113.67 | 835.24 | 622.31 | 718.58 508.64 X1
113.23 | 45.94 | 898.2 | 234.7 785.13 188.76 X 2
9.3 9.56 3722 | 275.1 362.9 265.54 X3
160.27 | 29.58 | 797.2 | 280.8 636.93 251.22 X 4
12.48 8.14 142.7 160.2 130.22 152.06 X5
103.68 | 10.84 | 811.3 57.2 707.6 46.36 X 6
7.8 25.3 98.5 117.4 90.7 92.1 X7
e 82.6 77.04 X 8
19.4 14.36 66.1 86.9 46.7 72.54 X 9
227.17 184.3 X 10
4.25 3.44 96.3 73.5 92.05 70.06 X 11
13.37 | 6.66 171.5 154.8 158.13 148.14 X 12
108.25 | 0.62 952.1 6.52- 843.8 7.14 - X 13
---------- 565.9 551.64 X 14
3.66- | 12.32 10.5 4.95- 7.92 X 15

ey Jpaall e cilaaSle

3aY) ae WY A Al Al ) el e de Ul LOAY dagn jdd e
gl Ay (3 A8 ) Slag (o pall sl ) e Ay punl

Lo s dmy puin JgaalS A gall Ay puall dpem ) Qlldly 2y puall Jici o
i i i (e a4l G gl 84S )

Gl ) Ay ) 3y ae UL i Al ) IS E) datin) Bled e ae @
Al Ay yudall paail Al il ) 8
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paxl ki (X8, X10, X14) S 5ally Glaty Lad 4llay Jsaall (e oay LS
Al o) ) ALeaVL diall (e laolasind Siwd IS AN el cilily JleSiul
ol g JOA Lall SIS S8l 4y jim (9558 35y 0 LaS calliadly Leilily (X13)
X1, X2, and ) <AS il 2ieD010 L 3 (35 all el akiea <3S 55 g Ayl
of Badl (e (X2, X4, and X13) SISO& 52 2011 Ao b5 (X4
2011 52010 A (o JS Al jall i il A& US Si31 (X2, X4) oS )
b Ly @il el e ailaally (o pual) ol o IS o Al o 8
psii S i e gl e o paill Miller Ratio pladiul Gl o
Gl sl A (e (4) aby Jsds 4aa sy La 138 5 2L Y0 5510 il g

;i)
(4) 2, ds>
Ay (ugslally Aal
Miller Ratio | (2 i) Jalad Jlalh Gl 4l csbsll) Bla | sl
Ja) Gl Jaddl) Aadi) e | AS )
2011 Jalad) 2011 2010 2011
0.28950543 240 715 475 829 X1
0.96718147 501 1307 806 518 X2
0.02894356 20 291 271 691 X3
0.79282869 199 928 729 251 X 4
0.04866047- 89- 1302 1391 1829 X5
0.67312349 556 1365 809 826 X6
0.03198887 23 438 415 719 X7
X8
0.10803324 39 830 791 361 X 9
X 10
0.01869159 8 527 519 428 X 11
0.12734584 95 915 820 746 X 12
1.45696401 931 1190 259 639 X 13
X 14
0.10122699 33 561 528 326 X 15
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N \/ N V| B 33N o Al 58
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Jaludy) g cile i)

L) Al 5 o pdall pandll e adde HElae QY] Gl (o any SIS )
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a5l A S el sl L Ll g penll il e Ly
D007 ind (779) 265 4lall L5351 (515l IS cayiiall iUl Sl
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oladll ARV Ll aad) ual s CllSE) pa ax3 Y liacadadl ges -2
st pal

0 s Ly Fndadl yules Lk ines o G5 CIISERYI Ll o1 )
Z\S)aiﬂ L@.}S‘; Z\AQUA]L} UAJM\ G@j'“ J&j :\3\.\4}43\ 3)\.3‘2” & Ay dalas
Jaliy ¥ sladly Ja¥) dsh agiall I E] Alal) dual aaadll salelS
c_u..a.d\ Il Kl u;..ul\ Clatie 29 ) (-,J:d A WL Cal e W)

o AUl Ay pall (94,8l A8l sl SPSS C.ALL).} | e\dilu\
M&»\JJ\Q\PQ&J@&\Q&J\M\ QLSJL’J@)@]\J@»M\@)S\
X13, )R CLU%” BN LL\L.\.&JLAA.} f’}s" L@_!\ caalll g ‘_;J\ g_als)ﬁﬂ 2011
(6) ady ) 2l (e el LS (X6, X4, X2, X1

(6) A2y Js>

A pal) 310 pa BLEYIS 9 4 38l JAA Ay

Osalally Aasdl

LY g8 g pa Ja) Ay pua 4 hal) Jaa Ay ya s, JAL Ay g 39 8
2011 2011 Aial) 2011 2010
835.2 718.5 X1 116.6 113.67
898.3 785.1 X2 113.2 95.94
797.2 636.9 X4 160.2 102.58
811.3 707.6 X6 103.7 | 160.84
952.1 843.8 X 13 108.3 67.62

il Sl by 4yl Jalaa aladiind ey GUEAY) ells (55 8 jas oS4l
¢ U J gaall Leanm o1 Guadll Leale addie ) Al
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(7) a2 ds
a_u.\‘)aaj\ BJ\J:}[\ & Ay Jaled %‘)ga]\ é})ﬂ\
8 T B S 4 3 20 1 ua

dsAl sl Sl Bl e gl Gl Pawdl| dipe g A Al [ &yl
il A gal) Luadlg]  Jasadl A Gl isy) Jga¥l QA g padl| A8y UK

OF Giall] Al el iy ual g AL 2011
Uil 7 gacadl Lt
116.7 3 4 15 20 16 16.3 424 17185 | 835.2

113.2 04 15 22.7 2.1 215 17.3 477 ) 785.1 | 898.3
160.3 9.6 15 33 25 29 15 337 6369 | 797.2
103.7 3.2 10 3.6 34 32 13.5 38 | 707.6 | 8113
108.3 03 1 9.7 0.3 29 22 46 | 8438 | 952.1

Japladill daladinl Sy zisad &) 8Y il Glasi¥) 23 g Sl aadial
Ay peall 3,I0Y) e Gl (B el J8 JAall Ay m (5508 Gl (o pall
e 93 ymdall Jal g2l e gl (al 2 Y 1K g cApdashadsill <l ) gall dlac) aie
BN QL»JLAAJFJS'S‘\S‘)AJ\ il 1) 4 ydal) Jaal Mﬁ‘}md})ﬁ@.‘;)"“s‘d\
Jaall Ay i G A8e LY xliay sasiall lasiV) z3sal of dum LY
35t Gl L gy juall 550Y) e i) SN Lgle GUEY) 5 3 (Y)
DAY @l (A puall ) ALY A Ay el (3 5 il sl 5 CaSRY)

(Al ap pall) (ol

(X1) otepall SV g5 (n dy 5l gyl -]
(Xo)biine 3y 3all e cild g jpumal) 832030 e a3l 358 -2

(X3) U Al Gpa pondi e Aaili 35 8 -3

(Xa) Jsa¥) Plaasal e 4216 G5 5 -4

(Xs5) <Vl ol yie V) Jiali e dails 358 -5

(Xo) el LA (5 e anli e A3l §5 58 -6

(X7)U 516 = pamsall o (gaslinall LUy e il 5345 (e il 5 -7
(Xg) 4all 3 g2l (883 31 (e Aails (9558 -8
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Magialat Al " =LY B Y daa (a1 Ay yall Al Ay i (55 8

dade (pa i ) 3ga g (g2 Glad SPSS el (B (3 yodl elli bl Juanlis &
O O g pall B Y1 e 2l Glli) i il (e 4a3Ull Ay yuall (35 480
Lgns s CEOAYI Llis iy e 458 403 sk Ll 83le 35m 5 ) Jpaa)

AnSe 4 48le 2

(8) b Jo

DAY 3 55 g BENIS JAal) Ay iy Jals YY) b shina

X8 X7 X6 X5 X4 X3 X2 X1 Y
-784 | -855| -255| -693| -.077 .935 .863 .968 | 1.000]Y
-906 | -909 | -463| -804 | -.089 .849 .905 | 1.000 968 | X1
-925| -982 | -292| -673| -.447 .695 | 1.000 .905 .863 | X2
-572 | -727| -126| -437| -.080| 1.000 .695 .849 935 | X3
.255 485 | -201| -291| 1.000 | -.080| -447| -089 | -.077]X4
.832 .623 .637 | 1.000 | -291 | -437| -673| -804 | -.693]| X5
.624 .381 | 1.000 .637 | -201| -126| -292| -463| -255] X6
.930 | 1.000 .381 .623 485 | -727| -982| -909 | -855]X7
1.000 .930 .624 .832 255 | -572| -925| -906 | -784]X8

Appa 2 (Y) O A Aok Ll )l ABle asa g 4llay Jsaall (e iy g
e 5 ¢« X3eXp X7 DAY 353 (g cdam puall 3 laY1 e GEVIS JA)
anle 5l 43yl Ll s AY) ClEMalls (Xg X7 X5 o IS e 4 dase

el sV 3 gai iy die Liliaal Lgde slaie V) (Say Y A LS

i) gisa o Jmall SPSS galin b CBNAY) il didig
: “-‘M—‘” d)h;j\ [PRENSERY ¢daxtall
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(9) A2, Jsa
Std.
Error of | Adjusted
the R R
Change Statistics Estimate | Square | Square R Model
R
Square
Sig. F | df2 F Change
.007 3| 45.179 .938 | 18.71398 917 .938 | .968(a) | 1
(10) pd Ja>
Standardized Unstandardized Model
Coefficients Coefficients
Sig.
t Beta Std. Error B
.004 | 9.079 87.903 | 270.664 | (Constant)
.007 | 6.722 .968 119 7971 X1
(11) pd Ja>
Collinearity
Statistics Partial Model
Correlation Sig. t Beta In
Tolerance
8.181 -.129 .003 7.184 -.075 | X2
279 .858 .002 2.360 405 | X3
.992 .036 .964 .051 .009 | X4
5.353 575 .005 11.995 242 | X5
.786 .875 125 6.557 .246 | X6
8.173 244 .006 8.356 147 | X7
7.179 .879 .001 2.604 518 | X8

Jadl A jum) il puriall saefal Slaai¥l £ pel il Ay Jgloall pea s
(G Aaty e 5 el (5 AV GDEAY] 3 i (s yual) 3 10Y) ae GLEVIS
A5 OsSiagle Bl Xp «Xg NAYI 355 4y sima aae (11) Jsan e oy
Ak Sl S35 7 el 2 sall Lo o jipe Aliise (ol se 5 AY) DAY
1 dogic ) (9) s mmase o LS 9938 = yaaill dalzs O 73 salll
ndy Laa A g0l T A (g el 4 susnal) Al (o T-test JLia) (385 g3 gail
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Cilabedl ) 3 padl nda N as Les il paal) Aadll a ST Sl
e S A pead) Lgiasd culil)l Adas Al daill b Jaiaall i)
zasaild JUbg (0.05) dsina 5 siue e 4l & gl aidl) ol 9 cdd gaal)

;) JSal 2al g siill llaa - jial

+204 0.075 =10+ 0.797 + 270.664 = 0=
6040.518+5040.147+4040.242+3040.405

el dagy 5l e 3 gaill ol e 35 5all Al Gl paadall G oS5 UL
PG il o daia e (Ua) U
sl B &8l 5 (e Ay 380l Ay pual) 1 (30m)
Latien 3 3all e g jeaall (833030 e Aal (358 1 (20)
G Aall G pa paad e ATl 35 81 (300)
Sl YL G ie ) Jiall e Al (3558 1 (400)
L8 = samsall (o Gadlinall Lludl y e yuill 30l ) (e Aadl 358 1 (s0)
Aaall ) gall (830l 5l e 43U 3541 (60)
L il aaed Aliise <l yacie€ A0 ol gadl damiall laas¥) Jidas = A
sl Gle
Jsa¥l Plaaal (e 4236 3558 -1
Baall A) (55 e i oo Aadli 9558 -2
J2al Ay e s GUEYIS JRl) G puin o 4BDle i L) Caalll 4ss) LS

SPSS Cla i b Laidy ¢(12) ad) dsn Lena sy o pall YL 831 Sl
Aad Ll 7 el 3 saill ) yeds Ly 2011 dind daguad) lasi¥) 23 g Jalal
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B3 ST asas (b S i) A S Ga aaliiin @5 5 AY A G G5
Ayl Jaall 4yl

Ol sle) e pa

(U aaia) Ao pall 3 510Y) ae Y &8l 5 (e JA Ay pin s

(JEie yaria) (5 sanall (o pall ) BYY &8l 5 (e A i8al) JAA) Ay et (0

(12) &) dse
SPSS el s i

Regression Statistics
0.968366 Multiple R
0.937732 R Square
0.916976 Adjusted R
18.71398 Standard E

5 Observatic

ANOVA
Significance F MS SS df
0.006722 45.17901 15822.27 15822.27 1 Regressiol
350.2129 1050.639 3 Residual
16872.91 4 Total

Jpper 95.0% Lower 95.0% Upper 95%Lower 95% P-value t Stat andard ErrCoefficients
550.4091 -9.081468047 550.4091 -9.08147 0.054173 3.079133 87.9026 270.6638 Intercept
1.173692 0.419406932 1.173692 0.419407 0.006722 6.721533 0.118507 0.796549 X Variable

Z2saill lisin) (Say 4l (12) a8 Jsaam 03,0 51l SPSS zabi g Dl j3e (sa 9
s Sall

4 0.796549 + 270.6638 = wa
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A Al i gad anils -]
O A8 Al jall 23 s ity Caalid) 18 Gl al) Adled g 53 g Ll Ll 2 Y
A8 cAgy pall 30y e Y Je 2l JAall Ay ey 4y yiall Jaal Ay pa
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