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Overview

We conducted a 2x2 experiment with experienced auditor participants from seven national accounting
firms with administrative assistance from the Center for Audit Quality (CAQ). Participant accessed our
experimental materials via a Qualtrics survey. The survey includes an auditing task which is included in
full in the experimental materials in the online appendix. We manipulated the timing of the annual
earnings in relation to the year-end audit at two levels (Released and Drafted conditions). We also
manipulated the strength of the audit committee (AC) at two levels (Strong AC and Moderate AC
conditions. We examine auditors’ performance using two dependent measures: their assessed likelihood
of recommending an initial adjustment for aggressive accounting (Adjustment Assessments) and their
assessed reasonableness of the account balance that contains the aggressive accounting (Reasonableness
Assessments). We also measure auditors’ directional goal commitment and auditors’ professional
identification (the mediators).

In the following document, we describe our sample size; our variable definitions for our independent,
dependent, and mediating variables; and, our data analyses.



Sample Size

The following details our auditor participant sample sizes used in our analyses:

Accessed the Qualtrics survey 179

Exited the Qualtrics survey without completing the dependent measures (58)

Failed to thoroughly complete the experimental task® (2)

Failed the timing of the earnings announced manipulation check® 3)

Sample for dependent measures (tests of H1 in Tables 2 and 3) 114

Exited the Qualtrics survey without completing the post-experimental questionnaire (6)

(PEQ)

Sample for the mediation analyses (tests of H2 in Table 4 and Figure 3) and post- 108

experiment survey responses (Table 1)

Exited the Qualtrics survey without completing the auditors' professional identification (1)

statements in the PEQ

Sample for the supplemental analyses on auditors' professional identification (Table 5) 107
Notes:

(a) Participant #88 completed the survey in 8 minutes and 53 seconds. The participant
assessed all dependent measures and process measures at the median values and had no
variation in responses. Participant #118 completed the survey in 6 minutes and 24
seconds. The participant assessed all dependent measures and process measures at the
highest values and had no variation in responses. These two participants were excluded
for failing to thoroughly complete the experimental task. In the data file, we set the
variable “Exclude” = 1 for these participants.

(b) Participants incorrectly answered the following manipulation check question in the PEQ
as (a.) in the Drafted conditions or as (b.) in the Released conditions. In the data file, we
set the variable “Exclude” = 1 for these participants.

Timing of the earnings announcement manipulation check
Which best describes the timing of Limelight’s Q4 and annual earnings
announcement for the year ended December 31, 2016?

a. It has already been released and filed with the SEC.
b. It has been drafted, but not yet released and filed with the SEC.
c. [ don’t know.



Variable Definitions
Independent Variables

IV_Released_Earning: A binary variable = 0 for participants in the earnings Drafted condition and 1 for
participants in the earnings Released condition.

IV_AC_Strength: A binary variable = 0 for participants in the Moderate AC condition and 1 for
participants in the Strong AC condition.

Condition: Categorical variable = 1 for participants in the Released / Strong AC condition, 2 for
participants in the Drafted / Strong AC condition, 3 for participants in the Released / Moderate AC
condition, and 4 for participants in the Drafted / Moderate AC condition.

Dependent and Mediating Variables

DV_Adjustment_Assessments: A continuous variable ranging from 1-11 representing participant’s
response to the following question using an 11-point likert scale from 0 “Not at all likely” to 10
“Extremely likely.”

How likely is it that you would recommend an initial adjustment to the income tax provision as of
December 31, 2016?”

DV_Reasonableness_Assessments: A continuous variable ranging from 1-11 representing participant’s
response to the following question using an 11-point likert scale from 0 “Not at all likely” to 10
“Extremely likely.”

Based on your evaluation, how likely is it that Limelight’s income tax provision balance as of
December 31, 2016 is reasonable?

Goal_commitment: A continuous variable ranging from 1-25 calculated as the composite score
from the participant’s responses to the following five items using 5-point likert scales from 1
“Strongly disagree” to 5 “Strongly agree.”

Please evaluate the following goal: To “build a justifiable case that Limelight’s tax
provision balance is reasonable and appropriate as of December 31, 2016 considering the
current circumstances.”

I thought this was a good goal to shoot for.

I was strongly committed to pursuing this goal.

It was hard to take this goal seriously.

Quite frankly, I didn’t care if I achieved this goal or not.

It wouldn’t have taken much to make me abandon this goal.

MRS

(Items #3-5 are reverse coded)



Professional_ldentification: A continuous variable ranging from 1-25 calculated as the composite score
from the participant’s responses to the following five items using 5-poitn likert scales from 1 “Strongly
disagree” to 5 “Strongly agree.”

Please indicate your level of agreement with the following statements:

When someone criticizes my profession, it feels like a personal insult.
When I talk about my profession, I usually say “We” rather than “They.”
I am very interested in what others think about my profession.

My profession’s successes are my successes.

When someone praises my profession, it feels like a personal compliment.

°opo oe

Professional_ldentification_median_split: A binary variable = 0 if the participant’s
Professional_ldentification score is lower than the median and 1 if it is higher than the median.



Data Analyses

We used SPSS for our data analyses reported in Tables 1-5 and we used Stata for our structural equations
modeling analyses reported in Figure 3. We used the same data file for all analyses.

We first report the SPSS syntax code used for our data analyses reported in Tables 1-5. We then report the
Stata commands used for our data analyses reported in Figure 3.

SPSS Syntax Code

Data file — For all analyses reported in Tables 1-5, we include all participant data observations except for
those coded as “Exclude” = 1 for reasons described in our sample size above.

GET
FILE='C:\Users\lbhaskar\Box\Documents\Research\Audit completion - BHS\Data\Final

Study\SPSS\BHS final data 9.14.17.sav".

DATASET NAME DataSet] WINDOW=FRONT.

USE ALL.

COMPUTE filter $=(Exclude = 0).

VARIABLE LABELS filter_$ 'Exclude = 0 (FILTER)'".

VALUE LABELS filter $ 0 'Not Selected' 1 'Selected'.

FORMATS filter $ (f1.0).

FILTER BY filter $.

EXECUTE.

Table 2 Analyses

We performed ANOVA to test the effect of our independent variables (Released Earnings and AC
Strength) on our dependent variable, Auditors’ Adjustment Assessments. The SPSS syntax is below and
the results are tabulated in Table 2, Panel B.

UNIANOVA DV _adjustment_assessments BY IV_Released Earnings [V_AC_Strength
/METHOD=SSTYPE(3)
/INTERCEPT=INCLUDE
/CRITERIA=ALPHA(0.05)
/DESIGN=IV_Released Earnings IV_AC Strength IV_Released Earnings*IV_AC_Strength.

To formally test HI with auditors’ adjustment assessments, we performed a planned contrast test using
the following systax with results tabulated in Table 2, Panel C.

GLM DV _adjustment_assessments by Condition
/emmeans = tables (Condition)
/lmatrix condition 1, 1, -3, 1.

We performed follow-up simple effects tests as follows which are tabulated in Table 2, Panel C.
SORT CASES BY IV_AC_Strength.

SPLIT FILE LAYERED BY IV_AC_Strength.
T-TEST GROUPS=IV_Released Earnings(0 1)



/MISSING=ANALYSIS
/VARIABLES=DV adjustment assessments
/CRITERIA=CI(.95).

SORT CASES BY IV_Released Earnings.

SPLIT FILE LAYERED BY IV_Released Earnings.

T-TEST GROUPS=IV_AC Strength(0 1)
/MISSING=ANALYSIS
/VARIABLES=DV _adjustment assessments
/CRITERIA=CI(.95).

Table 3 Analyses

We performed ANOVA to test the effect of our independent variables (Released Earnings and AC
Strength) on our dependent variable, Auditors’ Reasonableness Assessments. The SPSS syntax is below
and the results are tabulated in Table 3, Panel B.

UNIANOVA DV reasonableness assessments BY IV_Released Earnings IV AC_Strength
/METHOD=SSTYPE(3)
/INTERCEPT=INCLUDE
/CRITERIA=ALPHA(0.05)
/DESIGN=IV_Released Earnings [V_AC Strength IV_Released Earnings*IV_AC_Strength.

To formally test H1 with auditors’ reasonableness assessments, we performed a planned contrast test
using the following syntax with results tabulated in Table 3, Panel C.

GLM DV _reasonableness_assessments by Condition
/emmeans = tables (Condition)
/lmatrix condition -1, -1, 3, -1.

We performed follow-up simple effects tests as follows which are tabulated in Table 3, Panel C.

SORT CASES BY IV_AC_Strength.

SPLIT FILE LAYERED BY IV_AC _Strength.

T-TEST GROUPS=IV_Released Earnings(0 1)
/MISSING=ANALYSIS
/VARIABLES=DV reasonableness_assessments
/CRITERIA=CI(.95).

SORT CASES BY IV_Released Earnings.

SPLIT FILE LAYERED BY IV_Released Earnings.

T-TEST GROUPS=IV_AC _Strength(0 1)
/MISSING=ANALYSIS
/VARIABLES=DV reasonableness_assessments
/CRITERIA=CI(.95).

Table 4 Analyses
We performed ANOVA to test the effect of our independent variables (Released Earnings and AC

Strength) on our mediating variable, Auditors’ Directional Goals. The SPSS syntax is below and the
results are tabulated in Table 4, Panel B.



UNIANOVA Goal_commitment BY IV_Released Earnings [V_AC_Strength
/METHOD=SSTYPE(3)
/INTERCEPT=INCLUDE
JCRITERIA=ALPHA(0.05)
/DESIGN=IV_Released Earnings IV_AC Strength IV_Released Earnings*IV_AC_Strength.

Related to our tests of H2 with auditors’ directional goals, we performed a planned contrast test using the
following syntax with results tabulated in Table 4, Panel C.

GLM Goal commitment by Condition
/emmeans = tables (Condition)
/lmatrix condition -1, -1, 3, -1.

We performed follow-up simple effects tests as follows which are tabulated in Table 4, Panel C.

SORT CASES BY IV_AC_Strength.

SPLIT FILE LAYERED BY IV_AC_Strength.

T-TEST GROUPS=IV_Released Earnings(0 1)
/MISSING=ANALYSIS
/VARIABLES=Goal commitment
/CRITERIA=CI(.95).

SORT CASES BY IV_Released Earnings.

SPLIT FILE LAYERED BY IV_Released Earnings.

T-TEST GROUPS=IV_AC _Strength(0 1)
/MISSING=ANALYSIS
/VARIABLES=Goal commitment
/CRITERIA=CI(.95).

Table 5 Analyses

In supplemental analyses, we examine auditors’ professional identification as a mediating factor. We
performed planned contrast tests separately for auditors with lower and higher professional identification
using the following syntax with results tabulated in Table 5, Panel C.

SORT CASES BY Professional Identification_median_split.

SPLIT FILE LAYERED BY Professional Identification median_split.
glm DV_adjustment_assessments by Condition

/emmeans = tables (Condition)

/lmatrix condition 1, 1, -3, 1.

We performed follow-up simple effects tests separately for auditors with lower and higher professional
identification as follows which are tabulated in Table 5, Panel C.

SORT CASES BY Professional Identification_median_split IV_AC_Strength.
SPLIT FILE LAYERED BY Professional Identification median_split [V_AC_Strength.
T-TEST GROUPS=IV_Released Earnings(0 1)

/MISSING=ANALYSIS

/VARIABLES=DV _adjustment assessments

/CRITERIA=CI(.95).



SORT CASES BY Professional Identification median_split [V_Released Earnings.
SPLIT FILE LAYERED BY Professional Identification median split [V_Released Earnings.
T-TEST GROUPS=IV_AC Strength(0 1)

/MISSING=ANALYSIS

/VARIABLES=DV _adjustment assessments

/CRITERIA=CI(.95).

Stata Commands
Data file — For all analyses reported in Figure 3, we include all participant data observations except for
those coded as “Exclude” = 1 for reasons described in our sample size above. The same data file from

SPSS was used.

import excel "C:\Users\Ibhaskar\Box\Documents\Research\Audit completion - BHS\Data\Final
Study\SPSS\BHS final data.xlsx", sheet("BHS final data") firstrow

Figure 3 Analyses

We performed structural equation modeling to test the mediating effect of auditors’ directional goals on
the effect of our independent variables (Released Earnings and AC Strength) on our dependent variables
(Adjustment Assessments and Reasonableness Assessments). The Stata command is below and the results
are tabulated in Figure 3, Panel A for Adjustment Assessments and Panel B for Reasonableness
Assessments).

sem (IV_Released Earnings -> Goal commitment, ) (IV_Released Earnings ->

DV _adjustment assessments@a, ) (Goal commitment -> DV _adjustment assessments@b, ) if Exclude
==0, group(IV_AC_Strength) standardized nocapslatent

estat ginvariant

estat gof, stats(all)

sem (IV_Released Earnings -> Goal commitment, ) (IV_Released Earnings ->

DV reasonableness_assessments@a, ) (Goal commitment -> DV _reasonableness assessments@b, ) if
Exclude ==0, group(IV_AC_Strength) standardized nocapslatent

estat ginvariant

estat gof, stats(all)



