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LITERATURE REVIEW AND FINANCIAL STATUDS CLASSIFICATION

ACCRUALS QUALITY .
Accruals comprise the difference between the earnings and the cash (Francis et al., 2004). One role of accruals is to &
shift or adjust the recognition of cash flows over time so that the adjusted numbers become better in measuring firm $§
performance (Boonlert-U-Thai et al., 2006). Accruals quality as a measure of earnings quality is based on the view §
that earnings can be matched more closely into cash flow from operations. Dechow and Dichev (2002) measure
earnings quality captures the mapping of total current accruals into last-period, current-period, and next-period cash
flow from operations. The measure of accruals quality in this study is based on the Dechow and Dichev’s (2002)
model as follows:
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Where:
TCA Firm j’s total current accruals in year t;
Total Assetj;  Firm j’s total assets in year t—1; and
CFO Firm j’s cash flow from operations in year t;
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