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Abstract:

This study aims to test and analyze the impact of real earning management on
the relationship between managerial ability and goodwill impairment loss in light
of the financial performance of companies listed on the Egyptian Stock Exchange.
The researcher developed the proposed study models, which fall under the so-
called Mediator Variables Models, and Moderated Mediation Models, and these
models were applied to the data of non-financial companies listed on the Egyptian
Stock Exchange during the period from 2011 to 2018. The Demerjian et al. (2012)
model was used to measure managerial ability, the goodwill impairment loss was
measured as a dummy variable, while the financial performance of companies was
measured using the Abnormal ROA, and real earning management was measured
using the Roychowdhury, 2006 model.

The study found that managerial ability has a negative impact on the goodwill
impairment loss in companies listed on the Egyptian Stock Exchange, the study
also demonstrated that the financial performance of companies is the channel
(mediator variable) through which managerial ability can affect the goodwill
impairment loss. The study also found a moderating effect of real earnings
management practices on the mediation path from companies' financial
performance to goodwill impairment loss in companies listed on the Egyptian
Stock Exchange. In addition, the study found that real earnings management
practices affect the relationship between managerial ability and goodwill
impairment loss in light of the financial performance of companies listed on the
Egyptian Stock Exchange. Therefore, in light of the empirical results of the current
study, the study recommends the need

In light of the empirical results of the study, the study recommends that
companies listed on the Egyptian Stock Exchange should pay attention to
improving the managerial ability of managers, as managerial ability is a resource
that adds value to the company, and directly or indirectly affects the goodwill
impairment loss and the financial reporting quality. The study also recommends the
need to encourage companies to implement effective governance mechanisms, as
they have a positive impact on reducing the intervention of company managers
through real earnings management practices to influence the goodwill impairment
loss. In addition, it is necessary to amend International Accounting Standard No.
(36) and Egyptian Accounting Standard No. (31) to limit the intervention of
company managers to determine the value of goodwill and the goodwill
impairment loss. Researchers should intensify their efforts to conduct future studies
that attempt to build a predictive model for goodwill impairment losses, and the
current study may provide a means for future research on goodwill impairment
losses.

Keywords: Managerial Ability, Goodwill Impairment Loss, Real Earnings
Management, Financial Performance of Companies.
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Firm Efficiency = a + B ;Ln (Assets) + B ,Market Share + 8 3
Positive Free Cash Flow + B ;Ln(Age) + B sBusiness Segment
Concentration + B ¢ Foreign Currency Indicator + Year
Indicators + ¢
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(Sl sy Sy

Aaud) Jiay w5 juxia sYear Indicators —

Tobit Jlasil z3sa <Dlalas :B1... B6 —
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Bl Blhdl J8)) daud (Pla e 5yell Aaf Plaaal lod (uld L Al el 8
(Johnston et al., 2018; dadll & PlacV) Jd 3)edl) dad o 3)e8ll dad Plaoal
«Kabir & Rahman, 2020; Gros & Koch, 2020; Yuan et al, 2020; Li, 2020)
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(Stenheim & Madsen, 2016; Glaum et al., 2018; 4w o sl dstl
Johnston et al., 2018; Albersmann & Quick, 2020; Yuan et al, 2020)
rlSpal Al o)) sdaaal) piiad) Gl cGIG

Op AW e S a8l dalgd) el (e 280 el pailad S cilaw s
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Slasi s Aplay) 5yl G ADa)) L Jagusy perieS lSyall W) Y1 A1 lasl 1) dlad)
galall e wilad) Jara aladinly lSHAN W e1aY) (uld 2 oy 8yedll Gl Plaasl
Slo il gl af e alia S5 ((AB-ROA) Abnormal ROA Jsat) e
Glaa iy o) aladl Jlae o deliall 4 Joall o 2l Jangieg (i) 48,80 Jsual)
Sl 5l e Plaaal Jé ilyally 2l J8 ~ WY1 daud DA e Jsa) e 2l
(Filip et al., 2015; Huang Jaisal) caljiall il cuimil gouadl Jsaa¥)  dlaa) Jasssie
.etal., 2020; Han & Tang, 2020; Suryani, 2021; Al Shaar et al., 2022)
el Al L) 808 g8 il ubd clay))

s ) (5355 8 Adiall sl LY 5 lasles apag o RN Auball (il
(A 50l dad Plaaal §jled s DA ) o151 Zlay) 58 G dppasall Clidlal
D e Jas e dggall AailVl WY sl el ) Al duhall e
Aoyl Gl I oY) esn 3 obyedl) dad Dlawal bludg Ayl sl o
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Geiall ST asl Jiey o35 (Roychowdhury, 2006) dulyn zises L) 1ol «(REM)
s Lo Gle Lalds il e clelaill b 4adal) dhalL LY sl ol g
(Cohen et al., 2008; Cohen & Zarowin, 2010; Moradiet al., 2015; Ali <l
& Kamardin, 2018; El Diri, 2018; Zaher, 2019; Emudainohwo, 2021; Habib
fod hdse o lisSe A phasiuly Agaal) AL ALY Bly) (uld 2y cet al., 2022)
:(CFO) Laladl 4lsdal) 4088 euldan) -1

alal) (gginal) apaaty Al Adadal) (e Apail) calaally (aldll jlaaiy) zdsas oy
Cun ((ASt) Clasall & cpalls (St) Glapad) sie Jo 2l ddadnll doall ol
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B clujlaa e b Al abnormal cash flow from operations (AB_CFO)
zisalll iy (CFO) paledl dliial) dpaill il G 3l Ll o clapally 2L
Ll sl bl s DA Al OGS e 350 S e e elldy o
(L) sl (e A Aiaall) Adadl) Aala o)

CFOt/ At1= a0+ a1(1t/ At1) + B1(St/ At1) + B2(ASt/ A1) + &t
1O dua
(1) L oo dgpall Al Atacay Ll ey :CFOt
SRR Ay & ALY Jea) aaa tAtl
(1) B oo Aydl @laga =St
(1) L ce (i) Al clagsa B sl :ASt
L1y Aalea pa i) (B sall) (A gdad) puaill Uad st
alle Al e Al clsanl) 53 o6& ol (Roychowdhury, 2006) dulys cusdgig
bzl i) sl e J3 e leal) o Adadl) dulsl) dpssall culal) of s 1
LGkl aniV) 3 gl Wi g 55084l 5 Aalall
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:(PROD) 4l gLy calss -2
e ool WY Gl goladl o) aaaty palall jlaadyl zisa fay
b dsa¥) dlaaly danye z3salll Clyia IS5 (ASE) Slegall 8 crally (St) Clagaal)
abnormal production 4l je ZUY) (S (geine 0 2y (A1) aladl Ll
on Gl Wl e WYL WY Bl clules e b )y costs (AB_PROD)
SIS e A0 IS siue Gl @lldy ¢ Jul) z3sall Gy (PROD) dplall zliy) Callss
(AL 305 e A pAianall) Aubedl) 2 LY CallS g Al pall 558 DA Al
PRODt/ At1= a0 + a1(1t/ At1) + B1(St/ At1) + B2(ASt/ Ata)
+ B3(ASt-1/ A1) + &t
10 dua
& (COGSt) delual) doliay) 4815 : L LS Walua oy Ally z WY Cadlss :PROD
(INVE) gasaall B sl +t )
ase dlall e L) Gl 5yl o5 of (Roychowdhury, 2006) s iy
g 5p0ialls dpalall Z Y] @IS (e ST Lie laall S Agdadll LY1 Cad\SS o iy Ve
LGl Haai) zhal
:(DISEXP) dg \idy) cildg waal) -3
Gsima o 3l AHlaal) cliy paall golall i) panty (aldll V) 23 oy
(At-aladl sy & Jouad) Jeals Gamge z3salll Shrie IS5 (St-1) Aild) 55l Cilage
abnormal discretionary expenses amlall je 4,leaV¥) cildg padll Gludal L . 1)
@l gl e 4,Laay) cldg padl 7YY 53 clujlas e b lI(AB_DISEXP)
Oe A5 S e o dlldy zigall Gy (DISEXP) dplal) dpliay) clis padll o
(Al G (e A Aiasall) Agdadll A LEAY) Cildg yeadlly duhall 558 A diall IS,
DISEXPt/ At1= a0+ a1(lt/ Ae1) + B1(St1/ Ae1) + et
0 &
el DleYls (R&D) skl Gyl il g puma Jadiis 4)laay) iy jeadll :DISEXPE
(SG&A) dyayls dalal) ilig pumalls
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Ll e ApLssY) clig a3l o5 o) (Roychowdhury, 2006) duls cudsis
AWAY) Clig peadl e il Lo ladl o) dulail) 20,WAY] Cilag peadll o i 1y (Al

«((PROD) L # ¥ 53 cluslaas ((CFO) lagsaly L) 5la) ilislas g 5ana
(Cohen et al., auhal g (DISEXP) iyl cilispadl #LY) 5)) cluslass
2008; Cohen & Zarowin, 2010; Moradiet al., 2015; Ferentinou &
Gaalaall Gluhall & auly Gl e Gulidl o3 a0 (Anagnostopoulou, 2016)
AL Z LY 8)laY Ghdse o Gaylie DA adiu) oSays dgdlall Al ade adialy
Gligyadly bl e Uyl Gl bl e ddel) L) ) dLagsl
& e sl RM_proxy diida guba J dsasll e (nladl e 4)Laay)
Al Asbead) DA e @lldg cigigall Aail) DA e ~ LY
REMit= AB_CFOit+ AB_PRODit+ AB_DISEXit...

| TN
(1) A oo (i) ASal Agaal)l AilG ~ WY 3)aY ceaall Gulitd) :REMit
() 3 e (i) 3SHal dnlall e Aladnl) Lo el : AB_CFOIt
(1) A oo (i) 3,8l dnlad) e ) s : AB_PRODIt
() 2wl e (i) 350 Aalall e dylaal) Gl adll : AB_ DISEXit
Al cfpiia) (uld sluald

& s bl z il lgamt Al Al il (asy e Al Luhall e
Dlaanzl syled s dplay) 5,08l o A e 5k @l Ll e dalu) cluhall 8 Ldls
Zi b Al Al il calia ay L lSall W ) e b 5yel) dad
AVl yeall 8 Al
Al g 8 Jea¥) ey ahll Sple il ouliys cFirm Size 4,40 aaa -1
.(Demerjian et al.,2013; Sun, 2016; Baik & Farber, 2020)
sty (uliiy AN Al Aalid) salll (e e iy IMTB Aldiaall galll paj -2
sidll AT A58l (paalusall (35iad 4yl Zell 5l AT Gpealisdll (3s8al A8l Lol
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(Johnstonet al., 2018; Sun, 2016; Albersmann & Quick, 2020; Han & Tang,
2020)

A< seall Anlall s Aoty (ulsiy :Institutional Ownership Aswiall 48l -3
(Kabir & Rahman, 2016; Stenheim & Madsen, aulall agu¥! Jlea) ) ol
.2016)

AV o @Al Jia a5 :Annual Stock Return 4siud) agudl silss -4
(Habib seull (gsindl ZU8Y) jru o Logudia agaall (g5iadl ~ LY jaas (s pgasl] (g5l
.& Hasan, 2017; Han & Tang, 2020)

Ayl culS QIS 1Y) aaly Aadll 3L caas e sas tAudit Size daahall Gits paaa -5
GAY) eVl & jaay Bigd WS AVl deabad) @lGs asl e dealid)
(Demerjian et al., 2013; Krishnan & Wang, 2015; Albersmann & Quick,
.2020)

Jlea) ) dadll Plaacal Jid 5yl dus o4y :Goodwill/Assets sygill 48Ls -6
(Korosec et al., 2016; Johnston et al., 2018; Albersmann & sl Jea)
.Quick, 2020)
Aadll Nyl AT Gl Jlaay dgyall del) 4 4y LEV 4l dad))l) dous -7
(Johnston et al., 2018; Albersmann & Quick, sl AT Jsal) Maay a8
.2020; Killins et al., 2021)
r&agl) gag b Lol B daadiual) Luilaal) Zladll iy i&lua 4-5-6
A bl o LYl cangd lidls cadlal Bdaaly () ASEe s b
oS Al 3t Y1 Bl T lasls el 23l (7) askiy caaldl Bl cad
Sl I pgm b el dad Plaacal sjleds Ayly) sl o DL e Jak
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iy Sl alaeYly .l uiially Jiall il cp 3D Jaa Ll e Al 34650
il zila aae) & (Baron and Kenny, 1986; Muller et al., 2005)
Moderator Variables daxall cilyidl 3y <Mediator Variables Modelsaas sl
Aael &alll 6 .Moderated Mediation models aaall ddalugll 3y <Model
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.(Baron and Kenny, 1986; Muller et al., 2005) Moderated Mediation models
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