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Abstract

The purpose of this study is to build a financial distress prediction model for Taiwan
electrical industries. We use the 21 financia indices from the Taiwan Stock Exchange
Corporation (TSEC) to detect stages to which they belong. Through Kruskal-Wallis tests and
Mann-Whitney tests, we find financial indices differ in different financial stages. Further, we
discovery whether does the manager manipulate earnings when in the financially distressed
firm. The result indicates that the manager manipulates earning in order to raise the earnings
before or after the financial crunch happens. Thus, we suggest investors should be taken more
care to evaluate financial ratios and corporate governance variables to avoid income | oss.
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