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ABSTRACT

This study aims to explore financial strategies and the subsequent outcomes of
companies after receiving the auditor going-concern uncertainty (thereafter, GUU)
opinion. To examine this issue, we use first-time GCU companies occurring in the
period form 2002 to 2006. Our empirical results show that GCU companies tended to
increase their discretionary accruals and reduce their marketing, administrative, re-
search and development expenses. Further examinations demonstrate that the EPS
upturn was significantly associated with discretionary accruals as well as changes in
R&D input and that the z-score upturn was positively related to changes in R&D in-
put and investment. Taken together, this research implies that the upturns of the in-
vestigated GCU companies appeared to be in connection with earnings management

and adjustments in financial strategy.
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