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This study investigates the changes in earnings quality in pre—and post—SOX periods
comprehensively by testing discretionary accruals, accuracy of cash flow prediction,
and accruals quality .This study cross—tests the association between the changes in
accruals management and real management in pre—and post—SOX periods and determinants
of earnings management. I find after the passage of SOX, only opportunistic accruals
management declined and accruals management which conveys private information remains
through the association with predictive errors and accruals quality. Based on the
results that predictive accuracy is significantly associated with accruals quality,
it is likely that earnings management of material weaknesses disclosing firms
reflects managerial opportunism.
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