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Abstract Under accrual basic accounting, financial statements may be less reliable compared to cash
basis accounting. The purpose of this study is to conduct an empirical analysis to determine the
possibility of profit adjustment through the increase and decrease of deferred tax accounts. For our
empirical analysis, a dummy variable of '1' was used as a dependent variable when the deferred tax net
assets increased from the previous year and '0' when the deferred tax net assets decreased. Meanwhile,
the variables of interest were discretionary accruals and ROA variation compared to the previous year.
Logistic regression analysis was performed to establish the relevance between variables. Results found
larger discretionary accruals related to lower net deferred tax assets compared to the previous year. In
addition, there was a correlation between ROA and net deferred tax assets only if the ROA increased
and net profit was greater than '0'. Study results will enable deferred tax information to be used in
investment decision-making, and supervisory institutions can establish policies to prevent profit

adjustments and enhance reporting standards.
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Table 4. Logistic Regression Results(ROA Criterion)

ROA Increasing ROA Decreasing

Variables

Model 1 Model 2 Model 1 Model 2

Intercept | 1.83(3.84)" | 2.20(4.37)™" | 1.13(2.50)" | 1.06(2.26)"
DA |-2.01(-2.00)" - -0.91(-0.96) -

AROA - -0.04(-2.74)" - -0.01(-0.88)

CARRY | 0.04(0.22) |-0.15(-0.73) | 0.47(2.62)"" | 0.47(2.60)™

DE 0.01(1.18) | 0.01(1.39) |-0.01(-0.29) | -0.01(-0.23)

SIZE  |-0.12(-2.96)"|-0.13(-3.13) | -0.07(-1.88)"| -0.07(-1.78)
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Table 5. Logistic Regression Results(NI Criterion)

NI > 0 NI < 0
Vartahles
Model 1 Model 2 Model 1 Model 2
Intercept | 1.88(4.62)" | 2.03(4.93)" | 0.21(0.28) | 0.12(0.17)
DA [-2.49(-2.98)" - 0.77(0.60) -
AROA - -0.04(-4.19)" - -0.01(-0.56)
CARRY |-0.11(-0.46) | -0.29(-1.26) | 0.56(3.10)" | 0.58(3.24)™

DE 0.01(0.06) | 0.01(0.44) |-0.01(-0.90) |-0.01(-0.85)

ACFO | -0.01(-1.38) [-0.001(-0.08)| 0.01(0.87) | 0.01(1.63) SIZE  [-0.10(-3.24)"0.10(-3.22)"] 0.01(0.20) | 0.01(0.22)
BIG4 | -0.07(-0.65) | -0.07(-0.58) | 0.02(0.15) | 0.02(0.19) ACFO | -0.01¢-1.43)| 0.01(1.07) | 0.01(0.45) | 0.01(0.32)
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* pC05, ™ p<.01, ** p<.001
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LAR -0.01(-1.92)'| -0.01(-1.92)"| -0.01(-0.42) |-0.01(-0.44)
* p05, ** pd.01, ** p<.001
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