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Abstract

The purpose of this paper is to investigate the value relevance of the legally mandated provisions.
This paper examines the effects of changes in provisions on the value relevance of earnings. The
results show that the calculation of provisions will deteriorate the relevance of earnings when the
changes in provisions may artificially and mechanically smooth earnings. However, the provision
for railroad maintenance functions as a allocation method of operating revenues and the provision for
insurance payment functions as a allocation method of operating expenses. These provisions seem
to improve the value relevance of earnings. Therefore, we cannot discriminate against the legally
mandated provisions for the very reason that their calculation is formally restricted. Whether
provision is legally mandated or not, we still have many unresolved problems about provisions on the

disclosure in the balance sheet and on the calculation in the income statement.
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AFHIEDOFEDIE D DR TH D &5 TR 72 15 T ORI A, B3EITH KRN >t
TATEBEADENDRNDZL b DD, ) ThUE, BEITRTICHY Z57%ExiC, F
WEIRHLT, (TN ARERD) BEAZERT 5 THA D L TRIND,
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TR LA TEAE (thresholds) ) & 720, ZHE#FEKT 5 L, ERTE AN BAICE~T,
VBRI 22T 2 EME SN TS, ZOmMXOHERE, THEFRR->TWS, 22T
CIERTLHDIE, FELLEBFTHLLGATY, DS HMELS, BERIZHY Zo12hoTc b &
2, A RHic Lo TERBEIES N — 2 &, 2SR E <, FEROFERM A Le< T
b, BENHERTE L —RLDENTH D, HX, AEIIRE LY bIERGHES NS &L TS
o,
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RHIC K> THEDBERES N TV LR TH D,

42 SR

# 5 @ Panel A%, HERRKRIZR->TWHHOD, REHEKZERELTZ S —AIZEH LB D
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P TIZRN STV A 2EZ D ENTE D, T2 TORKRERATEN, b o X684 B
MR DEIETH D & Lich, T BT AU FIZE IR ZEAMNE & 13X relevant Z2B3fR 2 L Ty 7z
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2002).,

MR, BIEOEHRLTET Y FIFARE v 7« RZOFRICHHEIND LWVbilTnW5, %
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HL OO, Riedl (2004) 12X 5 &, B OSFIEUE SFAS No. 121 OIEH /L— /L 3B TR O &
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Z DB 728 550E, A 7e< &b 10%KETHEREDHEIZ/R > T D,
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WIE EHATR N D TH 5,

ZIZTH, 1) BEOBKHENEEREOT Y 27 FOMENRBEB L2 LICRAE-TEDY,
Rk v a7 e =N T 5, 24 BREMEIC L b-> T, RERa A FREL TN D,
NEKGE EOMBEEDNEEFITII AR Lvbn b T, SEMEERTFICEMT 5728, »
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