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Using The Modified Jones Model And Loan Loss Provisions
Model (Llps) To Evaluate Earnings Management Practices
(Applied Study On Syrian Corporation)
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0 ABSTRACT O

This study aimed to detect earnings management practices in banks and companies Syrian
contribute to listed and non-listed in the Damascus Securities Exchange, where the study
was conducted on a comprehensive sample of 31 companies representing (12) bank and
(19) companies belong to different sectors during the period from 2008 to 2012.

To measure the phenomenon of earnings management study is based on the optional
maturity and applied to estimate the contribution of Syrian companies, except banks using
(Modified Jones Model 1995). As has been the use of loan-loss provisioning model (LLPs)
to apply to the banks. The results of the study to confirm that most of the companies and
banks to contribute to the Syrian listed and unlisted market Damascus Securities exercised
earnings management during the period studied (8 banks exercised earnings management
of the bank out of 12. 13 Company exercised earnings management company out of 19). It
also showed that most of the industrial and service corporations exercised Optional
maturity in a negative way, while most of the agricultural contribution and insurance
companies companies exercised Optional Merit positive manner, the study showed
increased exercise earnings management in 2012 when Syrian contribute to listed and non-
listed companies for up to 84%.

Keywords: Earnings Management, Discretionary Accruals, Nondiscretionary Accruals,
Loan loss provisions.
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Cliaiealy wgy Cam Al e @lGE)N ey~ 8 el Jaeddl i z3ses s d ) zagadl
Oppal) oDl dmpe ST alaay) clistd) of Gl Jiays Adgise V) eanall bliel e dglaay)
Pz dsall 138 alasiiuly ALY ciliatid) Gully L WY1 )Y alla (ulie o JUll,

led antind ) gaill i) Aiph tles oyl oiplay Lewld (Say il 4SH ciliatioadll (uld oYl
Sl Sl Al Aagylay Adill Cilleall (o gl 38l dlay Jaal Ll o @l LK Cliaii)
t ) zasalll DA (e Cliatisal) Lo cautiad ) Aol

TACC i,t = ACAi,t - ACL i,t - ACash i,t + ASTDEBT i,t - DEPTN i,t

%

feua
(Total Accruals) .t syl A i 48,80 LK) sl = TACC it
( Change in current assets) .t 35l JOA i 48,40 4 )xial) Jea) & sl = ACA it
ange in current liabilities) .t ;s L0 AS Al glaal) 0l 4 il = ACL |,
Ch i t liabiliti tanall DA 4 Uyl & ) CL it
Change in cash and cash ) .t szl PlA i 2880 el Jalay Loy dpaaill 4 il = ACash it
(equivalent
Pla T 450 G AY) JaV) syl ey diaieall JaY) Ak g sall Lludl & el = ASTDEBT it
( Change in long—term debt payments due and the short-term debt) .t il
( Depreciation) doaall Pla i Sl D) (g pwae = DEPTN it
Gla (e J3d ila o5l DA e LK clisiad) Qlaal dlldy gamll Gaxll 450 ¢ lal caldl 6
o2n il Ailas (po B Caalll J8 LA LW Sl e galaind 3 il el i) i)
LGN (e e Lk DA (e ulial) L) S 5al) 40006 4yl ae dipylall
slae Pl e (NDACC it) dplaay) pe culisid) Qliia) aDIA (e s 53z 3saill allas i 1Ll
toaa e i JS 8 Aial) lS5d Ao gend 26 g 406D st
TACC it/Ait-1=al(1l/ Ait-1) + a2(AREV i,t - AREC i,t) /Ai,t-1 + a3PPE it /A
iit-1+ et
sl DA T AS,al 3K cliatudl = TACC it
The change in represents revenues) .t—1 gt ;i) o i 4S80 c@laly) & il =AREV it

3 el ?
The change in accounts ) .t—1 5t cpinall G i 480 Juasill cad clbilua & uill =AREC it
(receivables
Gross Property, Plant, ) .t sl P i 48l @Yy clkliadly @l)liall Jlay) aasll = PPE it
(Equipment
.(Total assets ) .t—1 s5ll DA i 3,80 Jpal Jlaa) = A1
.(Random error) . sl Uadll = € it
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NDACC i,t = a1(1/ Ai,t-1) + 42(AREV i,t - AREC i,t) + a3PPE i,t
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Aplasy) e
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DACC i,t = TACC i,t - NDACC i t
LI lisiaall e AAE seadll (e Al Aplaay) e lisiudll &yl dplaay) cliatad) Gl W
LAY Bsladll A gl
Glinid) o3 davgie Clua Gyl Gl P A8 I dpay) cliaied) clea Ll
A A5yl oy o e g paall 35l NS ApLasy)
Sl Cale 8 (&8 AN Gl L siall (35 digme Al & ApWEAY) Cliatiuall dillad) degll culS 13 o
(1) Lets Daria Jaxis 4l o3 PDla #LY)
Sl Gola Al 45580 (8 Ll e J8 Lme Aie b ApLaaY) clisteall dallad) dedl) el 1Y G e
(0) ots Dyia oty Aidl PUS # 1Y)
(L @il ) Al N e adpds iy (LLPS) (gl iled cilaadd (ald 7 35a 1 S8 73 gall
Jal e shaall leaating ) LSV d)laay) clistiual bylie) e claadall sda lusy aigy 3l
fa gz dsall 3a iy = WY Byl dusylee

LLP: = Bo+ BiLCO: + B2LLA: -1+ $3ANPL: + B+EBTP; + B5LISTED: + 3sEBTP; * LISTED, + &

(Loan loss provision for year t ) .t &sull A (a8l ild Glbamia = LLP
iy IS L) S5 Al (e cileaaddl o8y e Jpanl) (o Gialdl oS
(Net loan charge—offs for year t) .t Ludl P (Lshial) dagandl (a8l Ala = LCO:
Al G 8 A8l Slalial) e Aesiadl sl Sila o) e Janl) (e Sl (K
Loan loss allowance or reserve at ) .t-1 adl Pla (a8l plea cblalial s Ju=LLA-1
(the end of year t-1
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JAas dndly t=1 0 dcalall A8 o Alalal) yie (g 8 8 Oyl = ANPL:
(The change in non-performing loans during year t, measured by the non-performing loans
for year t minus the non-performing loans for year t-1)

&5 Al 31 ae A8 el laliadyl e Al e gl & sl b8y e Jsanll e Gialll (Sa
N ALl Al Ag paall Al o (3l il Hl8

Earnings ) .t il DA (LadlS 75k J8) (as il jiled Glamiag ciluall J8 LY = EBTP:
)(before tax and loan loss provisions for year t

Al Al o jill ilianadie L) Capal 5 Jaal) Al e dypeal) Jd 2L e Jpasl)

Aapad) 5l 05 daad) gl [ ) ey gidaas e = LISTED:

aaadl gl o Slie) e Aapsdl ey Aapsall sl G Sl vy @ gste s adhaad) il
S oS bl Julls ~LY1 8 J clis e dbilaall dspaal e @l e ST ALY 8yl aadis
O PO

) &5 aa EBTP: (G Je\&) = EBTP:* LISTED:
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WY B Gole 38 Sl 0 Nl
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: Jul Sl e dllyg LLPS (g il jilud cilianadie z3pel dpailly cilaabial) asi (3) Jsaadl oo

LLPS (ag @l il clawia zigadl duwilly claalial) aiigs (3) ) Jesa

Aggial) duadl) Gl lial) s o)
%20 12 2008
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%20 12 2010
%20 12 2011
%20 12 2012
%100 60 Sy

Laldl das) ¢

Cibariall deg aly ded els bl GlaNly gl oluall bugidl Ge S (4) Jsaall mas
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dag dog o @bl Gilady) Lo 51) ) hugiall | clalial) e i yiiall
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sl Sign g dsal el BLGY) st (7) dssa

Model Summary”
Model R R Square Adjust R Std. Error of Durbin-
Square the Estimate waston
1 931° .867 .842 240.2238 2.013
a. Dependent Variable: (Constant), (1/ A i,t-1), (AREV i,t - AREC i,t) /A i,t-1, PPEi,t/ A
it-1
b. Predictors: TACC/ A 1,t-1

SPSS gl clajia e Jgaal

O SN e 68 Al oda i o)

L il punially Uiiall Clpaiall G A e Jy 1385 <0.93 =R aall Lls V) Jeles dad &l @
323l dals e

) e el i) 3 Alalall il (e %87 o ixa 13a5 <0.867 =R” aanill Jalas dag ili
i) il Alalal) <yl

zasall o ) af as as sas dedll o3 o) «0.84 =Adjust R® maiasll aatll Jelee dog gls o
33)l5l) Sig dslasyl da)ydl P-Value dad o iy X505 am 8yseay huaiall G Aadll 2Dl e
%5 (s Lysina z3saill Cilalas (s Jui Coefficients Jidas i ey

slad¥) o e I3 L)) asas A el gead) D-W o dflas) of maiy Slel Joaal) (a5 @
z3salll lhamy o) (Al cilpiia) Aglsdall oUad) of o (D-W = 2.013 > 2 i Cus ddlsdall
ade S il L Ll

tdanall Jisa z3sail duailly, ANOVA (plall s it (8) Jsasdl ca

Jaall 3isa igail ANOVA (ulall Julat (8) o8y Jgia

ANOVA"
Model Sum of Squares Df Mean Square F Sig.
1 Regression 1024611.17 3 5352911.11 .79.11 .000°
Residual 356488.12 15 683012.64
Total 1381099.29 18

a. Dependent Variable: (Constant), (1/ Ait-1), (AREV it = AREC ijt) /Ait-1, PPE it [ Ait-1
b. Predictors: TACC/ A i,t-1
.SPSS galiy cilajia (e Jsaal

Chaiall 028 o) Sl cgsine chindl g LY G gl p-VALUE< 0.05 oL ANOVA Jsaa (e Jaad
TACC 4 cliatiosd) ol i) o gsina il L) dading
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.Juall Jiga g isall Coefficients laaiy) Judasi (9) ad) Jgaa

Coefficients”

Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) -12.5201 1.3584 -911 011
X1 5.3660 1.5231 901 499 .000
X2 5.0016 1.8220 .834 759 .000
X3 3.7215 9981 750 .682 .000

a. Dependent Variable: Y
.SPSS galin claia (o Jsial

p ) N ez dsaill ey Galaal) Jsand) iy (pe

Y= (-12.5201) + (5.3660) X;+ (5.0016) X+ (3.7215) X;

: bl e Coefficients jlaal Jy

1.3584 41 okl Wadll alys =12.5201 lasi¥) dalee 8 <ol 3o 415 @

Al dadlly 1.5231 4 sl Waddl alys 5.3660 Js¥) Jisall juiall Jaal) Jelee daf 315 @
JsY) Jtisdl priall o iny Las <0.00 =Sig als Cum %5 AN (ssise Yo s5inas olay 25 .0.499
WY Bl 8 i Ml ALK cliatid) ) il 8 i

Aia) dadlly (1.8220 4l bl Uadll alus <5.0016 & Joisddl uxiall duall Jalas dadf gl @
S o) ) o e Lae <0.00 =Sig ils cus %5 AN siue die gsinas ) 525 .0.759
I a A s s 4N cliatid) ol el B i

Agplaay) dadlls <0.9981 Al bl Uasd) alyy 3.7215 i) Jiisad) yxiall Juall Joles 4o 315 @
G Jisall il of ey Las <0.00 =Sig ali Cum %5 AN (ssiue die gsines ) 25 .0.682
WY sl & i by A cliatd) ) el 8 s

2 Ul oSa by (%5 AN Gsiue die Lygina COalaalls %5 AN s die gsina zisalll o @
%5 A2 (st die z3gall 138

Al gl ) Gaall) (aldy Adag

Jarall yien zga Cilypriag 2LV 35l) o @ = 0.05 dilas) AV (soiue 2ie ANV G ADe 2a g v/
Aol dpsudl daaluall SIS ppen o o aBubi ve dlldy (AT A e TSI Cliniodl 5 den 0
(Janall yiga misad o alaie) dalSa) (Ml Al (30U Bdies Gm daprall s

e 48l 5ol Janal) Jisa rigai o Aatlll dpa)l Alulull Ag)pdal) eUadY) g e (313 Lol sy v/

e B (il 8 g ala il A AT e of di o Sies miea o () el il
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coag Al il claaia g isall dpwilly LY Jiad (10) Jsea
Model Summary”

Model R R Square Adjust R | Std. Error of Durbin-
Square the Estimate waston
1 .911° . 830 . 804 290.265 2.059

a. Predictors: (Constant), LLA, LCO, NPL, ETP, LISTED, INT
b. Dependent Variable: LLPs

SPSS by clajia e Jgaal

p Ml SN e s il oda i
s il iy Al cibpria) G 4B e Jay 135 <0.911 =R Laal) Ll ) Jelas da 2l @
Badl dal (e las

Gl a5 il juidl b Alalal) sl e %83 o ey 135 <0.830 =R? sl Jelas Ao 415 @
LAl il patiall 8 dlalal) &yl

zhsall o ) a3 s fas sus Ll o3 () <0.804 =Adjust R maadl aoaill Jalee ded als o
33))5l) Sig dslasyl da),dl P-Value dad ) iy Xiis s 8ypea Shasiall G ddadll 2D e i
Gl A Gl g B sal) LR %5 (g5ias Agine gz 3sail) ilalas s J5 Coefficients Judas i sy
tdamall 3isa zdgeid Ay, ANOVA (bl Jilas il (11) Jsand) o

20 Al ilid cllawia gigell ANOVA cplill Julas (11) ad) Jgaa

ANOVA”
Model Sum of Squares Df Mean Square F Sig.
1 Regression 1063598.22 55 635982.256 77.253 . .020°
Residual 265814.78 16 45826.213
Total 1329413.00 71

a. Predictors: (Constant), LLA, LCO, NPL, ETP, LISTED, INT
b. Dependent Variable: LLPs

.SPSS galiy cilajia (s Jsiall
Chariall o3 ) Sl cagine byanid) G LN o @l (p-VALUE< 0.05 oL ANOVA Jsaa e oD
LLPs (gl jilud claade il uid) o gsine 80 L) dading

: AU Ul e llyg o il el Cilaraiie z3pail cOLabaall a8 it (12) s S

02 Al il clawda ¢ isall Coefficients laaiy) Julai (12 ) ad) Jgaa

Coefficients”
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) -17.23 16.901 3.999 .622
LCO 5.01 2.012 701 4.001 .002
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Coefficients”

Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta T Sig.
LLA 4.56 3.359 .862 3.656 .010
NPL 8.125 1.325 931 3.951 .023
ETP .098 1.965 365 4.017 .004
LISTED .959 3.325 156 .985 .031
INT 1.325 958 285 231 .017

a. Dependent Variable: Y
.SPSS galiy cilajia e Jsaad)

S e g3 pail aay Gilud) Jsaal) il (e

LLP: =—-17.23+5.01LCO: +04.56 LLA: -1+ 8.125ANPL: +0.098 EBTP: + 0.959 LISTED:
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