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Abstract
�e republication of the �nancial statements is considered 

a proxy for the quality of the accounting information, 

according to the literature on the subject (Dechow, Ge and 

Schrand, 2010). �erefore, the objective of this study was to 

analyze the relationship between the Hypotheses of Earnings 

Management and the Republications of the Financial 

Statements. �e descriptive, documentary and quantitative 

research analyzed data from 344 companies listed on BM & 

FBOVESPA from 1998 to 2014. �e analysis was performed 

through panel data regression, testing the hypotheses that 

the Compensation Package of the managers, the Level 

of Indebtedness and the Size of the company a�ect the 

Republication of the Financial Statements. It was observed 

that the size, growth of assets, being audited by a Big4 and the 

adoption of IFRS had a positive and statistically signi�cant 

e�ect on the probability of republishing the statements. On 

the other hand, the adoption of SOX, NivGov has negative 

and statistically signi�cant e�ects.
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Corporate Governance.
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1. Introduction

Financial decisions made by external users are rigorously made based on the information available 

in the market, including the �nancial statements (Chalmers, Clinch, & Godfrey, 2011). In this sense, they 

expect that the information released periodically by the companies will be reliable, free of errors and bia-

ses (Mackenzie, Coetsee, Njikizana, Chambobo, Colyvas & Hanekom, 2013).

�e case is that di�erent aspects can negatively a�ect the appropriate measuring, recognition and 

disclosure of �nancial information, such as individual characteristics (Jensen & Meckling, 1994), the !e-

xibility of accounting standards (Watts, 1992) and cognitive failures (Chen & Chih, 2005). In the �eld of 

�nance, this debate is recurrent, as they refer to the agency problems and require a governance structure 

to mitigate them.

According to Brickley and Zimmerman (2010), corporate governance refers to any mechanism used 

to monitor and align managers’ interests with those of shareholders. Not every governance mechanism 

is appropriate though, as it may imply an e�ective agency cost, without the actual expected bene�t. �is 

adverse e�ect was also one of the arguments used by opponents of the enactment of the Sarbanes-Oxley 

Act (SOX), a North American law that forced companies trading on the New York Exchange Commis-

sion (NYSE) to implement more robust and e�ective internal control systems, mitigating the possibility 

of frauds like what happened at Enron (Iliev, 2010).

In recent years, there has been an e�ort by the Financial Accounting Standards Board (FASB) and 

the International Accounting Standards Board (IASB) to develop a set of high-quality accounting stan-

dards in order to increase the relevance and quality of accounting information (Dechow & Schrand, 2004). 

�is has implied a process of convergence and harmonization of standards that, in Brazil, culminated in 

the adoption of the International Financial Reporting Standards (IFRS) (Martins, 2012). �ese actions 

may not necessarily imply signi�cant improvements in the quality of information, however, since cultu-

ral, educational and legal aspects may result in di�erent interpretations and non-homogeneous practices 

(Ball, 2006).

Despite the adoption of standards such as SOX and IFRS, their real e�ects are not known in terms 

of improving the quality of accounting information (Marques, 2016). First, because these standards are 

relatively recent; second, because the quality of �nancial information is a broad and operationally com-

plex construct to measure (Francis, Olsson, & Schipper, 2006); third, because di�erent measures exist to 

assess the �nancial information quality and the e�ect of the adoption has not been assessed for each of 

these measures (Dechow, Ge, & Schrand, 2010). 

�e literature on the quality of �nancial information prioritizes the evaluation of earnings mana-

gement, persistence of pro�ts, conservatism and value relevance (DeFond, 2010). �erefore, studies on 

the republication of statements have been neglected or have been marginalized in research on the subject, 

even though they are considered as indicative of prior earnings management and have shown growth in 

recent decades (Huber & Bochner, 2012).

Republications consist of the re-elaboration and disclosure of �nancial information when material 

error or omission is identi�ed a"er disclosure and publicity (He & Chiang, 2013). According to Dechow, 

Ge and Schrand (2010), one of the ways to evaluate the quality of �nancial statements is that it indicates 

the existence of intentional manipulation of accounting earnings.

Earnings management can derive from several incentives, being studied based on three main hy-

potheses, namely: (i) opportunism of agents, (ii) level of indebtedness and (iii) political costs (Martinez, 

2001). Agent opportunism refers to the possibility for managers to manipulate accounting information 

in order to maximize their current or future compensation package (Healy, 1985). On the other hand, the 

hypothesis of the level of indebtedness considers that the managers can manipulate the accounting infor-

mation in order to comply with debt covenants/leading agreements and also reduce the perceived risk of 

the company (Dhaliwal, 1985).
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Finally, the Political Costs refer to earnings management in order not to draw attention to the 

unions, regulators, competitors, etc. (Watts & Zimmermann, 1978; Jones, 1991, Key, 1997). Given this 

context, the present study sought to answer the following question: what is the relationship between re-

publication of �nancial statements and incentives towards earnings management? �us, the objective of 

this study was to verify if the manager remuneration package, the level of indebtedness and the size of the 

company a�ect the republication of the �nancial statements, one of the quality proxies of the accounting 

information. Additionally, the e�ect of the regulatory and regulatory environment on republication was 

observed.

Studies of this nature are justi�ed by the need to understand the determinants of republication and 

if this proxy of �nancial information quality is in!uenced by variables that operationalize the hypotheses 

that motivate earnings management (Shelton, Owen-Jackson, & Robinson, 2011). In addition, the adop-

tion of SOX and IFRS had the objective of mitigating agency con!icts and improving the quality of �nan-

cial information. �e study sought to contribute to the literature in Accounting and Finance, presenting 

empirical evidence on the determinants of republication of �nancial statements and the e�ect of the regu-

latory environment. Among the expected empirical implications, we highlight signaling to regulators and 

market participants about the possible variables that a�ect the probability of republishing the statements, 

making it possible to establish monitoring policies that consider this information.

  �e descriptive, documental and quantitative research used a sample of 344 companies through 

regression analysis with panel data to reach the objective. �e results showed that the size and growth of 

the assets increase the likelihood of chances of republishing the �nancial statements. Likewise, the adop-

tion of the IFRS and the fact that the company is audited by the Big4 increases the odds of being republi-

shed. Among the variables that reduce this probability of republication, we highlight the Return on Assets 

(ROA) and the Compensation of the Directors.

�e article is divided into �ve sections, including this introduction. In section two, the main theo-

retical supports for the development of hypotheses and discussion on the theme are presented. In section 

three, we present the methodological procedures adopted, highlighting the models, operation of varia-

bles and tests used in the study. In section four, the results are recorded and discussed in the light of the 

theoretical framework. Finally, in section �ve, the �nal considerations, limitations of the study and sug-

gestions for future research are presented.

2. Theoretical Framework

2.1 Agency Theory and Governance principles

According to Jensen and Meckling (1976), the main objective of the managers hired by the sha-

reholders is the maximization of company value because, as a result of the separation between ownership 

and control, the main shareholders outsource the management with the expectation that agents (mana-

gers) will seek to achieve the previously de�ned goals. Some problems are inherent in the process though. 

First, agents are self-optimizing, evaluating, creative and have unlimited desires (Jensen & Meckling, 

1994).  Second, because contracts are incomplete and cannot totally eliminate moral hazard, agents can 

use these contractual imperfections to maximize their own well-being, generating the risk of adverse se-

lection (Aghion & Holden (2011).

�erefore, the �rm, as a nexus of contracts, uses several instruments to reduce moral hazard and 

behavioral anomalies that potentiate adverse selection (agency problems). Lambert (2001) emphasizes 

that agents will tend to prioritize their interests to (1) reduce the work e�ort, (2) divert resources for use or 

consumption, (3) protect their reputation and its e�ect on the future pay package and (4) mitigate the risk.
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Evidence that agency problems are part of the business environment is numerous (Di Pietra, 

McLeay, & Ronen, 2014). Young & Peng (2013) noted that in the period from 1995 to 2009, revenue fraud 

and �ctitious transaction recognition were the main reasons for Accounting & Auditing, Enforcement 

Releases (AEER). (2015) Lisic, Silveri, Song and Wang (2015) complement that, in view of the imminent 

risk of agency problems, regulatory and institutional environments play an important role.

In this scenario, since the 1980s, the debate about corporate governance has intensi�ed, because 

the recurrence of cases of accounting fraud and the greater connection between the �nancial and capital 

markets have given rise to a global concern that has led to: (i) greater concern of economic agents with the 

regulatory environment they operate in; (ii) the enactment of standards that assigned greater responsibi-

lity to managers through the internal control system; (iii) enactment of standards that protect investors 

(mainly non-controlling shareholders); (iv) establishment of minimum standards of governance accepted 

by accession; and (v) improved accounting standards (Ball, 2006; Brickley & Zimmerman, 2010; Dechow, 

Ge, & Schrand, 2010; Di Pietra, McLeay, & Ronen, 2014).

As shown in Figure 1, in summary, all these e�orts are based on the principles of Corporate Go-

vernance. Corporate governance is understood to be any internal and external mechanism that aims to 

align interests between agents and principals and mitigate agency problems (Armstrong, Guay, & Weber, 

2010). �e agent (manager), assuming the management of resources on behalf of the principals, is obli-

ged to render accountability in a transparent and equitable manner, in accordance with the standards and 

laws in force (Brown & Caylor, 2009; Yoo & Jung, 2015).

�e Brazilian Securities and Exchange Commission (CVM) suggests an ideal Corporate Governan-

ce Structure (EGC) (Comissão de Valores Mobiliários, 2016). As can be seen in Figure 1, there are several 

speci�c mechanisms, such as: (1) internal controls, (2) accounting system, (3) auditing, (4) corporate le-

gislation, (5) regulators, and (6) self-regulation. Internal controls are manuals and rules of procedures that 

seek to minimize the risk of expropriation and / or ine*ciency in the process of carrying out the activities.

According to Ronen (2014), the Enron case exposed the weaknesses of internal control systems 

but, on the other hand, it stimulated the assignment of better de�ned responsibilities to managers and 

the de�nition of more structured controls. On the other hand, the accounting system, at the same time as 

it serves as a mechanism of control, monitoring and reduction of asymmetry (Sunder, 2014), it acts as an 

instrument of manipulation, since the !exibility of the accounting standards allows the agents to use it to 

meet speci�c objectives (Watts, 1992; Ball, 2006).

� � � � � � 	 
 � �  � � � �  � � � � � � � � � � � � � � � �  � � � � �  � � � � � � � �  ��  ! " # $ % &
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In this context, Ramanan (2014) also observes that auditing plays an important role in the corporate 

governance structure. Internal Audit seeks to reduce the risks related to critical processes by structuring, 

reviewing and monitoring the due compliance with internal controls and policies de�ned by companies, 

in order to mitigate the occurrence of errors and fraud. �e purpose of the External Audit is to evaluate 

the adequacy of the �nancial statements to be disclosed to the market.

�e regulatory environment that encompasses the laws and regulations established by regulators 

with police power over economic agents play an essential role as a governance instrument, since they es-

tablish the rules and restrictions the various economic agents are subject to, as well as the punishments 

that may occur in case of infringements. �e regulatory environment and the enforcement power of the 

standards have consistently proven to be relevant to improve the business environment, quality of ac-

counting information, and even republication (Pfarre, Smith, Bartol, Khanin & Zhang 2008; Khanin & 

Mahto, 2012).

Finally, the market itself seeks mechanisms for greater e*ciency and di�erentiation among eco-

nomic agents. In this sense, the e�orts of the various market participants to better relate to the various 

stakeholders have been intense. In Brazil, since the 1990s, private non-pro�t institutions have sought to 

stimulate the improvement of corporate transparency.

�e Brazilian Corporate Governance Institute (IBGC), created in 1995, for example, has published 

the Code of Good Corporate Governance Practices since 1999. In 2000, this movement stimulated the 

creation of the Di�erentiated Levels of Governance of companies whose shares are traded on BM & FBO-

VESPA. It is a ranking of listed companies that adopt di�erentiated Corporate Governance practices. BM 

& FBOVESPA (2016) requires a series of requirements to be listed on the di�erentiated levels (Level 1, 

Level 2 and New Market), namely: (i) issuing of common stock, (ii) minimum circulation of 25% of stock, 

(iii) encouragement of share dispersion, (iv) encouragement of share dispersion, (v) encouragement of 

board independence, (vi) concession of Tag Along.

2.2 Earnings management hypotheses

Earnings management refers to the making of accounting and operational choices to meet the speci�c 

interests of the �rm (and/or manager). According to Defond (2010), the increase in studies on the quality 

of pro�ts (earnings) is based on issues such as: (1) harsh accusations by the SEC regarding earnings mana-

gement; (2) accusations of opportunistic actions by managers of publicly held companies; (3) criticism as to 

the possible connivance of auditors with earnings management; (4) the recurring accounting frauds, such 

as the Enron case and; (5) change in the regulatory environment, such as SOX and, more recently, IFRS.

It is an event that originates in the agency con!ict and aims to meet the objectives of the agents and 

/ or the �rm, having several motivations based on three main hypotheses: (1) opportunism of agents, (2) 

level of indebtedness and (3) political costs (Dechow, Ge, & Schrand, 2010).

2.2.1 Opportunism of agents

Opportunism occurs when agents use informational asymmetry to meet their objectives to the 

detriment of those of (major) shareholders. Fields, Lys & Vincent (2001) note that, although accounting 

choices arise from the exercise of judgment in the application of accounting standards, the manager’s inte-

rest in positively a�ecting the results may be one of the reasons for its occurrence. According to Bergtres-

ser and Philipon (2006), the main motivations for the opportunism of agents is the manager’s interest in 

maximizing his compensation package, either through the performance bonus or through the exercise 

of options and actions under his control. From this relationship, the �rst research hypothesis (H
1
) of the 

study emerges:
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H
1
 = �e remuneration of managers positively a�ects the republication of the statements.

As managers tend to seek to maximize their well-being, there is potential for earnings managing for 

that purpose. Elayan, Li and Meyer (2008) argue that republications are a major negative event in compa-

nies and are associated with earnings management, sometimes encouraged by the opportunism of agents 

interested in maximizing their compensation package. Evidence that this event occurs has been systema-

tically observed in studies such as Masulis, Wang & Xie (2012), Dao, Huang, Chen and Huang (2014), 

Collins, Masli, Reitega & Sanchez (2015) Chen and YurAustin (2015), Khalil and Ozkan (2016).

2.2.2. Hypothesis of indebtedness

�e level of indebtedness is an indicator of the �rm’s risk and growth opportunity (Myers & Majluf, 1984). 

Despite the fact that debt has a cost of capital lower than equity and optimizes the value maximization, there is an 

acceptable limit to this level of indebtedness (Modigliani & Miller, 1963; Myers & Majluf, 1984). In this context, 

agents (and companies) will be concerned about this measure. Graham, Harvey & Rajgopal (2005) point out that 

26.5% of executives believe that the level of indebtedness is a strong incentive towards earnings management.

First, because the increase in the level of indebtedness can lead to violation of debt covenants; Se-

condly, that raising this indicator may undermine credit risk, and therefore increase the cost of capital, 

restrict access to other lines of �nancing, among other implications. �ird, because this motivation is 

strongly associated with the reputation and performance of the manager and, hence, his package of incen-

tives and career opportunities. Based on this context, the second research hypothesis (H
2
) was analyzed:

H
2
 = �e level of corporate indebtedness positively a�ects the republication of the statements.

According to Mayers & Majulf (1984), the indebtedness, in addition to the lower cost, signals to 

the market about the investment opportunity, besides receiving in!uence from external members in the 

governance structure due to debt covenants. On the other hand, it can increase the risk perceived by the 

market and generate adverse e�ects, such as increased cost of capital and risk of bankruptcy, for example. 

�ese e�ects, in turn, may be reasons for earnings management. Previous studies such as Bardos (2011), 

Badertscher, Collins and Lys (2012), Chen, Cheng & Lo (2013), Dao et al. (2014) and Baber, Kang, Liang 

and Zhu (2015) have shown that more indebted companies tend to have higher levels of republication.

2.2.3. Hypothesis of Political Costs

According to Watts and Zimmerman (1978), the political costs refer to the possibility of expropriation in 

one of the parties and derives from the visibility of the company, be it to regulators, competitors and other inte-

rested parties. According to Key (1997), in the Political Cost �eory, to the extent that a �rm is subject to the po-

tential transfer of wealth to stakeholders (political process), agents will be prone to making accounting choices 

that will reduce such transfer. �is is a concern of the agents with the visibility of the �rm towards analysts, insti-

tutional investors, regulators, the treasury, competitors and other stakeholders (such as trade unions for example).

�e implication of this theory is that companies with higher visibility will be more likely to incur 

political costs, either because of the need to increase employee compensation, to pay taxes due to tax �-

nes or to increase the cost of capital and reduce the stock value resulting from the higher perceived risk 

(Dechow, Ge, & Schrand, 2010; Graham, Harvey, & Rajgopal, 2005; Tan, 2013; Nelson & Skinner, 2013; 

Beatty & Liao, 2014). In this context, managers will seek to present a result that: (1) is relatively homoge-

neous, (2) meets market expectations; (3) does not di�er excessively from other companies in the sector. 

From this perspective, the third hypothesis (H
3
) of this study was tested:
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H
3
 = �e size of the companies positively a�ects the republication of the statements.

Studies that have considered the size e�ect on republications have shown that, because large �rms 

are more susceptible to fraud and error risk, they tend to republish �nancial statements more (Ettrede, 

Scholz, Smith & Sun, 2010; Alexander, Baugruss, Bernili, Lee & Westberg, 2013). �e fact is that these re-

publications have signi�cant adverse e�ects on the �rm’s market value, cost of capital and reputation (Cao, 

Myers, & Omer, 2012; Palmrose, Richardson, & Scholz, 2004), so they will make e�orts to mitigate the-

se risks, as the costs for reputation rebuilding are higher, including for auditors (Kryzanowski & Zhang, 

2013, Francis, Michas and Yu, 2013). �e evidence found supports more persistently that, the larger the 

�rms, the greater the likelihood of republication (Schrand & Zechman, 2012, Chen, Cheng & Lo, 2013, 

Cao, Feroz & Davalos, 2015, Agrawal & Copper, 2015 , Baber et al., 2015).

2.3 Republication of the Financial Statements: concepts and implications

Republication consists of correcting the recognition, measurement or disclosure of data that signi-

�cantly changes the evaluation and interpretation of external users, reducing the risk of their adverse se-

lection. �is change may result from an intentional and adequate change in the accounting policy, or an 

error or fraud, identi�ed a posteriori, requiring recti�cation of the information disclosed (Marques, 2016).

Elayan et al. (2013) state that the restatements are associated with accounting irregularities and have 

consumed millions of dollars in recent years due to the risks of litigation, reputation and expropriation. 

It is not restricted to this though, since the republications can also be based on qualitative motivations, to 

correct data related to the explanatory notes, management reports, among others (Hellou Netto & Perei-

ra, 2010). Marques (2016) complements that the republications can be compulsory or spontaneous. Obli-

gations occur when the regulator or interested party (auditor, for example) requires the republication of 

the information disclosed. �e spontaneous republications are done by the company’s own will and do 

not derive from normative or contractual imposition. �e author notes that most of the statements re-

published in Brazil are spontaneous (83%) and that 73% of republications are to correct qualitative data.

Burks (2010), when analyzing data from the Government Accountability O*ce (GAO) for the pe-

riod 1997-2005 in North American companies, concluded that the recognition, disclosure and measu-

rement of events related to revenues, costs, assets, insurance and reclassi�cations account for 75% of the 

republications in the period.

In Brazil, studies of this magnitude are not available, largely because the available databases with 

information about republications do not present a level of detail that makes such a survey possible. Some 

scienti�c e�ort has been made in this direction though.

Dantas, Chaves, Silva and Carvalho (2011, p. 57) analyzed 65 republications by determination of 

CVM from 2001 to 2009 and grouped the motivations in: (1) Recognition and measurement of assets and 

liabilities (45.4%); (2) Shortage in disclosure of explanatory notes (39%); (3) Recognition and measurement 

of revenues and expenses (7.8%); and (4) Others (7.8%). �ese results move in the same direction as the 

international studies on the motivations towards compulsory republication, since problems of measuring 

equity and income items account for more than 50% of the motives in recent times (Collins et al., 2015).

Republishing can generate relevant empirical implications. On the one hand, this is a proxy for 

higher (or lower) quality of accounting information with associated problems (Dechow, Ge, & Schrand, 

2010). For example, Cao, Myers & Omer (2012) emphasize that republication has an adverse e�ect on 

corporate reputation, which can reduce the value of the company, increase the cost of capital, start exe-

cution and bankruptcy, among others. Chen, Elder & Hung (2014) emphasize that the market reacts ne-

gatively to republications, causing subsequent information disclosed by companies to lose credibility. In 

this perspective, some studies were carried out in the Brazilian context, which are relatively scarce though 

(Murcia & Carvalho, 2007).
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Among the few studies identi�ed, Helou Netto & Pereira (2010) sought to analyze the e�ect of re-

publications on market value. To do so, they analyzed 197 republications of 24 companies listed on BM 

& FBOVESPA from 2001 to 2009. �e results showed that compulsory republications had a positive ef-

fect on the value of the company, suggesting that the Brazilian market receives the recti�cation positively 

when it is mandatory. On the other hand, the other motivations did not signi�cantly a�ect prices, sugges-

ting information irrelevance of spontaneous republications for example.

Cunha, Magro & Fernandes (2015) conducted a study on the e�ect of republication on Earnings 

Management. �e authors analyzed data from 40 republications that occurred between 1999 and 2012. �e 

results showed that republication has a negative e�ect on discretionary accumulations, which is consistent 

with the literature in the area. �e compulsory republication is a requirement of the regulator. Sometimes, 

this demand seeks to correct problems related to the recognition of assets, liabilities and results (Dantas 

et al., 2011, Collins et al., 2015). �is implies that, if there is a compulsory republication, the agency will 

require that a potential event associated with the discretionary accumulations be recti�ed, since the agent 

will tend to manage earnings (up or down). �e regulator, in turn, will require that the procedure adopted 

previously be reversed, implying the result found by Cunha, Magro & Fernandes (2015).

3. Research design

In this study, we present information about republications between 1998 and 2014. �e sample con-

sisted of 33 companies listed on BM&FBOVESPA, distributed among the listing segments as follows: 25 

Level 1, 15 Level 2, 109 New Market and 195 Traditional segment. �e data were collected on the websi-

tes of CVM and BM&FBOVESPA.

3.1. Models and variables ''(



REPeC – Revista de Educação e Pesquisa em Contabilidade, ISSN 1981-8610, Brasília, v.11, n. 2, art. 4, p. 187-209, Apr./Jun. 2017 195

Determinants of Republications in the Brazilian Market: An Analysis based on Earnings Management Incentives) * + , - . / 01 2 3 4 5 6 7 8 6 9 : 9 ; 8 < 2 = > 5 6 > ? @ 2 3A B C D B E F G H I J G K L G MN D O P B F Q D O F B R J G C B K D S P B F D T B U V SW X X Y Z [ \ ] ^ \ _ ` a b Z Y ] ^ \ _ ` c _ ^ ] d e Z f Z b g X d \ h ] i j Z k W h g l g d ] e ] k ] ^ m _ ] ` _ ^ n c _ ^ ] de Z o g X d \ h ] i j Z k a X Y \ p ] ^ q Y \ ] k ] ^ m _ ] ` _ ^ rc f Wf Z b g X d \ h ] ^ \ _ ` f Z b g X s g l l t [ ] Y \ ] X d Z Z u g ] d ^ _ v w x Z ` ^ x Z k ^ ] ^ Z l Z ` ^ w ] kY Z b g X d \ k x Z e ] ` e y Z Y _ w x Z ` ` _ ^ rz f Z b a X Y \ p s g l l t [ ] Y \ ] X d Z Z u g ] d ^ _ v \ ` h ] k Z _ { h _ l b g d k _ Y tY Z b g X d \ h ] ^ \ _ ` _ { ^ x Z k ^ ] ^ Z l Z ` ^ ] ` e y Z Y _ \ ` h ] k Z _ {k b _ ` ^ ] ` Z _ g k Y Z b g X d \ h ] ^ \ _ ` rz f Z l c _ ^ | _ p ] Y \ ^ x l _ { \ ` e Z } X Z ^ w Z Z ` ~ ] ` ] p Z Y k �z f Z l s \ Y | _ p ] Y \ ^ x l _ { \ ` e Z } X Z ^ w Z Z ` s \ Y Z h ^ _ Y h _ l b Z ` k ] ^ \ _ `z� ` e Z X ^ Z e ` Z k k | Z [ Z d z � \ [ � ` e c _ ^ ] d | \ ] X \ d \ ^ \ Z k e \ [ \ e Z e X t c _ ^ ] d W k k Z ^ k� \ y Z z W k k Z ^ | _ p ] Y \ ^ x l _ { ^ _ ^ ] d W k k Z ^ k _ { h _ l b ] ` t \ \ ` t Z ] Y ^W k k Z ^ � Y _ w ^ x z | _ p ] Y \ ^ x l _ { ^ _ ^ ] d h g Y Y Z ` ^ ] k k Z ^ k n ^ _ ^ ] d b Y Z [ \ _ g k ] k k Z ^ kf Z ^ g Y ` _ ` W k k Z ^ k � f a W � ` e Z } X Z ^ w Z Z ` � � � c n c _ ^ ] d W k k Z ^ kf Z b g X d \ h ] ^ \ _ ` f ] ^ Z z c f W ^ � v c _ ^ ] d e Z f Z b g X d \ h ] i j Z k a X Y \ p ] ^ q Y \ ] ] ^ m _ ] ` _ ^ n c _ ^ ] de Z f Z b g X d \ h ] i j Z k a X Y \ p ] ^ q Y \ ] k ] ^ m _ ] ` _ ^� � � � � � � � � � � � � � � � � � � � � � � � � � � � �� � � � � � � � � � � � � � � � � � � � � � � � �� � � � � � � � � � � � � � � � � � � � � z W cf ] ^ Z z c f ac _ ^ ] d W h h Y g ] d k z W czf Z ^ g Y ` _ ` � x ] Y Z k z f \ k ^ _ h � b Y \ h Z \ ` ^ x Z ^ x Y Z Z l _ ` ^ x k k g X k Z u g Z ` ^ ^ _ ^ x Zb g X d \ h ] ^ \ _ ` _ { ^ x Z k ^ ] ^ Z l Z ` ^ ] ` e o ^ � v ^ x Z l Z ] ` k ^ _ h �b Y \ h Z \ ` ^ x Z ^ x Y Z Z l _ ` ^ x k X Z { _ Y Z ^ x Z b g X d \ h ] ^ \ _ `� h _ ` _ l \ h � Z p l Z ` ^ z n � � Z p � h _ ` ^ x Z _ ^ x Z Y k� _ [ Z Y ` ] ` h Z | Z [ Z d � � � �   � �� ] Y X ] ` Z k � a } d Z t � � a ¡ ¢ { _ Y ^ x Z _ ^ x Z Y k r� ` ^ Z Y ` ] ^ \ _ ` ] d £ \ ` ] ` h \ ] d f Z b _ Y ^� ^ ] ` e ] Y e k o ] Y ^ \ ] d � � £ f � o ] Y h \ ] d s g l l t [ ] Y \ ] X d Z Z u g ] d ^ _ v { _ Y ^ x Z \ ` \ ^ \ ] d t Z ] Y _ {o ] Y ^ \ ] d � £ f � ] ` e ¢ { _ Y ^ x Z _ ^ x Z Y k r� ` ^ Z Y ` ] ^ \ _ ` ] d £ \ ` ] ` h \ ] d f Z b _ Y ^� ^ ] ` e ] Y e k £ g d d � � £ f � £ g d d s g l l t [ ] Y \ ] X d Z Z u g ] d ^ _ v { _ Y ^ x Z \ ` \ ^ \ ] d t Z ] Y _ { £ g d d� £ f � ] ` e ¢ { _ Y ^ x Z _ ^ x Z Y k r� \ p £ _ g Y z � \ p ¤ s g l l t [ ] Y \ ] X d Z Z u g ] d ^ _ v { _ Y h _ l b ] ` \ Z k ] g e \ ^ Z e X t�  ! " # $ %¥ ¦ § ¨ © ¥ ¦ § ¨ ¥ ¦ § ¨ ¥ ¦ § ¨ ¥ ¦ § ¨



REPeC – Revista de Educação e Pesquisa em Contabilidade, ISSN 1981-8610, Brasília, v.11, n. 2, art. 4, p. 187-209, Apr./Jun. 2017 196

Vagner Antônio Marques, Hudson Fernandes Amaral, Antônio Artur de Souza,
 Kleyverson Leonardo dos Santos, Pedro Henrique Rodrigues Belo

�e estimation of the model was performed by means of Maximum Likelihood. Pindyck and Ru-

binfeld (2004) state that, when using a logit or probit model, this technique is the most appropriate. �e 

interpretation consists of analyzing the marginal e�ect of the explanatory variables on the probability of 

observing the explained variable (Wooldridge, 2010). �erefore, the e�ect of Compensation (RemTot, Re-

mGes and RemCFisc), Level of Indebtedness and Size of the Company on the likelihood of republishing 

the �nancial statements (Repub) was analyzed. In addition to these variables that operationalize the hy-

potheses evaluated in the study, we used control variables, which have been systematically identi�ed in 

the literature as having signi�cant e�ects on earnings management in other proxies (Bardos, 2011; Ba-

dertscher, Collins and Lys, 2012, Masulis, Sing & Xie, 2012, Schrand & Zechman, 2012; Chen, Cheng & 

Lo, 2013; Dao et al., 2014; Baber et al., 2015; Collins et al., 2015; Cao et al., 2015; Agrawal & Copper, 2015; 

Lin et al., 2015; Khalil and Ozkan, 2016; Marques, 2016).

For statistical signi�cance, a maximum level of 10% was considered, so z-statistics with p-values 

equal to or lower than 10% were considered signi�cant, values commonly accepted in the area of Accoun-

ting (Fávero, Bel�ore, Lopes da Silva & Chan, 2009). �e initial model tested was de�ned by (Equation 1):

+ + + + + + (1)

In addition, the robustness was tested, using the Cumulative Republication Rate as an explanatory 

variable (Equation 2). �is index is calculated based on the total Cumulative republications until year “t” 

divided by the total publications the company was obliged to publish until year “t.” It is a relative measu-

re used by Marques (2016) with a downward trend, as the republications are expected to be isolated and 

not recurrent events.

+ + + + + + (2)

�e interpretation of the data used the signi�cance parameter but, in this case, the interpretation is 

to analyze the marginal e�ect of the explanatory variables on the TRA, which is a percentage. Hence, the 

1% increase in ROA will imply an increase by X percentage points in TRA.

3.2. Tests of differences between means and medians

�e tests of di�erences between means and medians were useful to evaluate the existence of sta-

tistical di�erences between the Pre and Post IFRS periods. As di�erent normative periods are treated, a 

comparison of the means between the two is justi�ed. �erefore, the T, Wilcoxon and Kruskall Wallis tests 

were used. Parametric and non-parametric tests are useful for comparison between groups with di�erent 

characteristics (Favero et al., 2009; Manly, 2008). �e null hypothesis evaluated in the “t” test consisted 

of . �e rule of decision was to reject H
0
 when the p-value is equal or inferior to 10%. �e null hypothesis 

evaluated in the Wilcoxon and Kruskall Wallis tests consisted of . �erefore, when the p-value is equal or 

inferior to 10%, we reject .
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4. Analysis and interpretation of results

4.1. Descriptive statistics

Initially, we analyzed the main aspects of descriptive statistics (Table 1). In this respect, considering 

the separation between the Pre and Post periods, it is important to highlight the observed changes in the 

variables in terms of homogeneity. It was observed that the Coe�cient of Variation (μ / σ) dropped in all 

accounting variables except the Return (LnRi) and Total Accruals. �is result, on the one hand, presents 

indications of better data quality for the purpose of quantitative studies, since less dispersion contributes 

mainly to the estimation. On the other hand, it presents indications of greater conservatism in dealing 

with Total Accruals and greater uncertainties perceived by the market when the stock returns are obser-

ved. In general terms, the variables used increased in most cases. �is increase comes with di�erent inter-

pretations, because the increase in the level of indebtedness, for example, can be understood as a bad sign 

a priori (Hutton, Marcus, & Teharanian, 2009), but, positively, it can show an increase of the investment 
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In addition, there is an improvement in some indicators relevant to the !nancial analysis, such as: 

LnAtivos, CrescAtivo, ROA. A reduction in important indicators for the same purpose was also obser-

ved, especially: LnRi, Total Accruals and CVEbit. With regard to the indicators that increased, these are 

parameters used to evaluate the companies’ potential of generating return, so their increase may indicate 

an increase of this potential (Jiao, Kaning & Roosenboom, 2012).

Likewise, the variables whose averages dropped strictly are used by the market in their evaluations, 

but with opposite interpretations. In the case of the return (LnRi), this reduction indicates a deterioration 

in the performance of stock prices, which may generate adjustments downward of investors’ expectations. 

Regarding the reduction of the Accruals (Accruals) and the Pro!t Variation Coe�cient (CVEbit), the !rst 

can be related to post-IFRS conservatism (Abed, Al-Badainah, & Serdaneh, 2012) which, in turn, tends 

to reduce the variability of pro!ts, suggesting what is understood in the Accounting and Finance litera-

ture as Income Smoothing, one way of earnings management (André, Filip, & Paugam, 2015). Finally, it 

was veri!ed that the di�erences were statistically signi!cant, according to the tests of di�erences between 

the averages used.

4.2. Incentives towards republication of the statements

Initially, the logistic model (1) was analyzed to evaluate the e�ect of the earnings management hy-

pothesis on the republication (Table 2). With respect to the Hypothesis of Agents’ Opportunism (H
1
), it 

was observed that, consistently, only the Remuneration of the Directors (RemDir) was statistically signi-

!cant at 1%. �e predicted signal [S (p)] was negative though, evidencing that the remuneration package 

is a great incentive to improve the quality of accounting information, in the present study, using the proxy 

of republication. Schrand & Zechman (2012) identi!ed a positive relationship between remuneration pac-

kage and republication, con!rming the hypothesis of agents’ opportunism. 

�e incentive package is one of the companies’ strategies to mitigate agency risks (Jensen & Meck-

ling, 1976). Since agents have a self-renewing and insatiable desire, however, the risk may remain (Jen-

sen & Meckling, 1994). Masulis, Wang & Xie (2012) point out that the appropriate compensation scheme 

may discourage managers from acting opportunistically. Healy (1985) already recommended the formu-

lation of contract contracts that would meet the objectives of the principals, since the agents are prone to 

accounting choices, considering the remuneration packages. Another relevant aspect that supports the 

results is that there is a positive association between replication and the turnover of managers, external 

auditors - this means that there is an imminent risk of potential losses of these agents, which may discou-

rage republication (Kryzanowski & Zhang, 2013, Collins et al., 2015).
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�e Hypothesis of Indebtedness () states that more indebted companies are more likely to manage 

earnings, either to reduce the perception of risk or to avoid debt covenants. �erefore, it was expected that 

the level of indebtedness would positively a�ect republications. In the present study, the results were con-

sistent with the theoretical expectation regarding expected signals (Tan, 2013; Baber et al., 2015, Cao et 

al., 2015), but were not statistically signi!cant. According to Jensen and Meckling (1976), if the company 

presents a higher level of indebtedness and, therefore, a higher level of perceived risk, it can be stimula-

ted by the bene!t of the higher quality of the information provided, as this would generate a lower cost of 

capital (Bardos, 2011; Agrawal & Cooper, 2015). In the present study, however, the level of indebtedness 

did not present su�cient statistical signi!cance to support the proposed theory.
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�e last hypothesis tested (H
3
) was that !rm size has a positive e�ect on republication (Elayan, LI, & 

Meyer, 2008, Kryzanowski & Zhang, 2013, Khalil & Ozkan, 2016). �is hypothesis was con!rmed both in 

the Pre IFRS and in the Post IFRS period. �is means that larger companies are more likely to republish. 

In the Brazilian contex, however, t it should be noted that most of the republications are of the “sponta-

neous” type, so it is not necessarily an increase in irregularities. Marques (2016) observes that the increase 

of the republications, if they are spontaneous and qualitative information, do not necessarily mean a pro-

blem. In that sense, Helou Netto & Pereira (2010) observed that, in the Brazilian market, only mandatory 

republishments have a signi!cant e�ect on the behavior of stock prices. In foreign literature, republishing 

generates adverse market behavior more quickly, which is expected given the level of capital market deve-

lopment, as well as the fraud and error events in the last two decades (Di Pietra, McLeay, & Ronen, 2014).

�e normative environment is relatively important in Accounting research (Di Pietra, McLeay, & 

Ronen, 2014), because Accounting is strongly in#uenced by the current normative standard, so that the 

study in the !eld without considering its e�ect can bias the analysis. In the present study, a temporal cut-

-o� was made between the pre-IFRS (1998-2007) and post-IFRS (2008-2014) data. �is separation was 

necessary due to the fact that most of the variables are of an accounting nature, which implies that, as they 

were measured from di�erent standards, the joint analysis could bias the results. On the other hand, the 

separation makes it possible to better visualize the di�erences between the periods.

In addition, the e�ect of adopting two important standards for accounting, Sarbanes-Oxley (SOX) 

and IFRS was controlled. SOX has established stricter internal control rules (Alexander et al., 2013). IFRSs 

consist of a standard of accounting standards, a priori, of better quality (Dechow, Ge, & Schrand, 2010). 

�e results showed that the implementation of SOX generated a reduction in the probability of republi-

shing. �is result reinforces the importance of the standard and governance mechanisms (Kryzanowski 

& Zhang, 2013, Chen, Elder, & Hung, 2014) because, as SOX reinforces the structure of internal controls 

and Accountability instruments, this implies an improvement in the quality of the reported information, 

reducing the volume of republication.

On the other hand, the adoption of Full IFRS showed a positive and signi!cant e�ect. �is result 

points to the concerns raised by Ball (2006). In that author’s view, IFRS does not necessarily mean instant 

improvement, since cultural aspects may lead to di�erent interpretations. As most republications are spon-

taneous and for qualitative reasons though (Marques, 2016), these !ndings may be due to changes and / 

or corrections that do not signi!cantly a�ect the quality of information (Hellou Netto & Pereira, 2010). It 

draws the attention of regulators to greater alertness to the continuity of the republication rate, however.

Another control variable evaluated was Asset Growth (CrescAtivo) - its use, as well as ROA, is based 

on the Political Costs Hypothesis (Key, 1997). First, !rms with higher growth rates will be more subject 

to republishing (Young & Peng, 2012; Baber et al., 2015). On the other hand, companies with higher per-

formances (ROA) will have incentives not to republish (Cao, Myers, & Omer, 2012; Chen, Elder, & Hung, 

2014; Masulis, Wang, & Xie, 2012). �e results of the study demonstrated exactly what was expected. As-

set growth had a positive e�ect on the likelihood of republishing the !nancial statements, so higher asset 

growth rates indicate a greater risk of manipulation and earnings management, which has a positive e�ect 

on republication. In the case of ROA, as it increases, it reduces the likelihood of republication, which is 

consistent with two earnings management hypotheses: the !rst, of the political costs and the second of the 

opportunism of the agents, since the increase in ROA would only stimulate them to manage earning, if, 

and only if, the current result is beyond expectations. �erefore, it could anticipate losses to favor the fu-

ture remuneration package or even to homogenize current performance (Tan, 2013; Beatty & Liao, 2014).
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Finally, the auditor e�ect was controlled. �e audit has a representative role in the corporate gover-

nance structure. In addition, earnings management studies have systematically reported a reduction e�ect 

of the Big Four on this event. �is means that the general assumption about the e�ect of large audit !rms is 

that they reduce the likelihood of republishing the statements (�ompson & McCoy, 2008). In the present 

study, the results refuted the hypothesis about the Big Four e�ect. What was observed was that they have 

a positive and signi!cant e�ect on the probability of republication. At !rst, it seems theoretical incohe-

rence, however, two issues need to be considered. First, that there is a concentration of these companies 

among the listed companies, which may cause the growth of the republications associated with this type 

of auditor. Even in the adoption period of SOX, however, when the number of republications dropped, the 

result for the auditors was an increase. As they are mostly spontaneous republications (Marques, 2016), 

these results may signal a higher level of transparency by the companies (Cao, Myers, & Omer, 2012).

4.2.3. Test of robustness 

In order to verify the robustness of the results presented in Table 2, we performed an analysis of the 

previous model, however, using the TRA - Cumulative Republication Rate as an explanatory variable (Ta-

ble 1). �e results (Table 3) demonstrated that the NivEnd, which did not present statistical signi!cance in 

Mod.1, presented negative statistical signi!cance for the TRA, suggesting that more indebted companies 

will tend to have a lower TRA. �is result is consistent with the search to improve the company reputation, 

for example by reducing the cost of capital and increasing access to third-party sources of funding (Huber 

& Bochner, 2012; Dao, Huang, Chen, & Huang, 2014). In turn, Tam, a variable that captures the e�ect of 

the political costs on the republication, maintained the positive signal, but without statistical signi!cance.

Finally, the total remuneration had a positive e�ect on the TRA, consistent with the hypothesis that 

there is a positive association between earnings management and the compensation package (Healy, 1985). 

Two issues need to be observed though. �e fact that this is a proxy republication, which, as analyzed by 

Marques (2016), in Brazil, mostly refer to qualitative republications, so it is not necessarily possible to say 

that this is earnings management. Accordingly, as can be seen in Table 3, the compensation of the !scal 

council presented a negative signal, although it was not statistically signi!cant. �is indicates that there 

may be a restriction e�ect of the Fiscal Council on the chances of republishing though, which converges 

with the proposal of the Agency theory that monitoring and control mechanisms should be used (Jensen 

& Meckling, 1976).

In addition, it was observed that SOX and NivGov were statistically signi!cant and with negative 

e�ects, evidencing the improvement of the quality of the statements, using the TRA as a quality measu-

re. �ese results reinforce the need to use governance mechanisms and a better internal control structure 

(Alexander, Bauguess, Bernile, Lee, & Westberg, 2013; Brickley & Zimmerman, 2010). It was also obser-

ved that the TRA of the previous period has a signi!cant and positive e�ect on the current TRA, which 

suggests that companies with a history of republishing tend to have higher rates, which is consistent. As 

the TRA is an index of the Cumulative Republications and Publications, however, a natural downward 

trend is expected, which was evidenced, observing the annual e�ects in the 1998-2007 cut-o� (see note 

below Table 3). In this context, the result suggests that there is an association between the republication 

history and its chance to republish today. Important evidence that was not captured in the Logit model 

(Mod.1) was the e�ect of mandatory republications (RepObr). In Mod. 2 it was found that RepObr, des-

pite being a minority (Marques, 2016), has a positive and statistically signi!cant e�ect, which grants re-

levance to its subsequent analysis.

Finally, it was found that being audited by a Big4 increases the chance of republication. �is result 

may be associated with a search for greater transparency in the market, as most of the republished sta-

tements are qualitative in nature (Marques, 2016). On the other hand, it may be the joint e�ect of size x 

Big4, since larger companies will be more likely to republish as observed.
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5. Final considerations

�e objective in this study was to verify if the manager remuneration package, the level of indeb-

tedness and the size of the company a�ect the republication of the !nancial statements. �e descriptive, 

documentary and quantitative approach analyzed data from 344 companies listed on BM & FBOVESPA 

from 1998 to 2014. Data were analyzed through regression analysis with panel data, using two models. In 

the !rst, with the binary explanatory variable (1 for Republication and 0 for no republication), a multiva-

riate logistic model was used. In the second, as a robustness test, a quantitative variable called Cumulative 

Republication Rate (TRA), was used as the explanatory variable.

In the logistic model, it was observed that the size and remuneration package have a positive e�ect 

on Republication (Repub and TRA). Likewise, the adoption of the IFRS and the fact that it is audited by 

the Big4 increases the odds of being republished. Among the variables that reduce this probability of re-

publishing, SOX and the NivGov stood out.

�e robustness test con!rmed the statistical signi!cance of the variables used in Mod.1, highligh-

ting the e�ects of IFRS and Big4 on the republications, since both had a statistically signi!cant and posi-

tive e�ect. In addition, it was veri!ed in the robustness test that the TRA su�ers a lag e�ect, so the TRA 

of the previous period has a signi!cant e�ect on the current one. It is worth noting the Governance e�ect, 

which suggested a lower level of TRA as the level of governance increases, which also happened with the 

strengthening of internal controls (SOX). Another important !nding was the negative e�ect of the Total 

Accruals on TRA. �is result suggests that the increase in Total Accruals reduces ART. �is a priori ano-

malous relationship may be associated with the e�ect of political costs to the extent that larger Accruals 

encourage agents to seek to avoid republishing due to adverse e�ects, regardless of the type of republica-

tion made (Hubber & Bochnerm 2012).

�e results observed in the present study are in agreement with the majority of those observed in 

the international literature (Bardos, 2011, Badertscher, Collins and Lys, 2012, Masulis, Sing & Xie, 2012, 

Schrand & Zechman, 2012; Chen, Cheng & Lo, 2013;  Dao et al., 2014; Baber et al., 2015; Collins et al., 

2015; Cao et al., 2015; Agrawal & Copper, 2015; Lin et al., 2015; Khalil & Ozkan, 2016), and the few results 

identi!ed in the Brazilian literature (Cunha, Magro, & Fernandes, 2015, Marques, 2016).

�e study contributes to the Brazilian and international literature on the subject and opens spa-

ce to understand the determinants of republication in the Brazilian context in further depth, speci!cally 

in an empirical-quantitative approach. From a theoretical point of view, the study contributes to agency 

theory insofar as it provides evidence that the !rm’s control mechanisms (Audit, Governance Structure) 

and the agent incentives mechanisms (Compensation Package) contribute to reduce the level and like-

lihood of republication. In practice, it calls attention to the need to reinforce the respective mechanisms 

and especially draws the attention of regulators, since the change in the accounting standard had a posi-

tive e�ect on the republications.

�e study presents limitations on how to analyze only data from listed companies, the unavaila-

bility of information on managers’ remuneration in the Pre-IFRS period, and the use of a more robust 

proxy for sector control. For future research, we suggest analyzing the !rm’s reputation e�ect in this rela-

tionship, besides inserting other control variables, such as auditor change, auditor’s opinion, reasons for 

republication, among others.
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