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The objective of this independent study is to investigate the relationship between
goodwill from business combinations and earnings quality of the listed companies in the Stock
Exchange of Thailand. The data used in this study were collected from financial statements and
notes of 192 companies having an accounting period of B.E. 2547 — 2550. The Multiple
Regression Analysis method was used to analyze the data in order to find out the relationship
between goodwill from business combinations and earnings quality of the companies.

This study used 2 financial ratios: 1) Operating Cash Index: OCI, and 2) Cash Flow
Adequacy: CFA to evaluate the earnings quality. The explanatory variable was goodwill from
business combinations. And, the control variables were sizes of firm, the ratio of market value to
book value, leverage ratio, cash flows from operating activities, absolute value of total accruals,
and loss.

The results indicated that goodwill from business combinations had a positive effect on
earnings quality when evaluating Cash Flow Adequacy (CFA) only. For the control variables, it
was found that cash flows from operating activities had a positive effect on earnings quality when
evaluated it using the Operating Cash Index (OCI) and Cash Flow Adequacy (CFA). The absolute
value of total accruals had a negative effect on the earnings quality when evaluated using both the
Operating Cash Index (OCI) and Cash Flow Adequacy (CFA). The ratio of market value to book
value was negative in regards to earnings quality when evaluated using Operating Cash Index
(OCI). The results of company loss had a positive effect on earnings quality when evaluated it
using the Operating Cash Index (OCI). The rest control variables, the sizes of firm and the

leverage ratio did not have an effect on earnings quality.





