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Abstract
Purpose – This study examines the timeliness of mandatory pre-adoption (Staff Accounting Bulletin [SAB] 74) 
disclosures related to the new revenue recognition standard, ASC 606. It aims to understand managerial 
incentives that affect the timeliness of disclosure and the ability of market participants to understand and predict 
accrual information under new accounting standards.
Design/Methodology/Approach – We identified 131 firms that were materially affected by ASC 606. We 
collect SAB 74 disclosures to measure the timeliness of disclosure preceding ASC 606 implementation. We 
examine whether managers delay disclosure based on the direction of the new standard’s anticipated net income 
effect and the subsequent impact of the disclosure’s timeliness on analysts’ forecasting accuracy and dispersion.
Findings – Managers delay disclosure of the anticipated ASC 606 effects when they are expected to negatively 
impact net income. Analysts’ forecasts are less accurate overall following ASC 606 adoption, but more so for 
materially affected firms. Timelier SAB 74 disclosures mitigate the negative impact on forecast accuracy and 
reduce forecast dispersion among affected firms.
Originality/Value – This study contributes to the literature on voluntary disclosure by examining a setting that is 
outside of management’s control and has no impact on underlying economics but induces uncertainty about 
future reporting. Although accounting standards have no direct economic impact, managers tend to delay 
disclosure of future accounting change impacts when the change reduces reported earnings. Early disclosure 
regarding new standards reduces uncertainty, allowing sophisticated market participants to anticipate the effects 
of the new standard. The findings emphasize the importance of timely disclosure, providing insights for 
regulators, managers and investors.
Keywords Financial reporting, Voluntary disclosure, Regulations, Analyst accuracy, Disclosure timeliness
Paper type Research article

1. Introduction
With a constantly evolving economy and a desire for improved reporting, the Financial 
Accounting Standards Board (FASB) and International Accounting Standards Board (IASB) 
work together to develop and adopt new standards for financial reporting. New standards tend 
to materially impact reported financial statements for some firms, but not others, creating 
uncertainty about upcoming financial reports. Additionally, capital market participants must 
adjust their interpretation of similar numbers reported under different standards. To assist 
investors, the Securities and Exchange Commission (SEC) requires Staff Accounting Bulletin 
(SAB) 74 disclosures, which report the anticipated effect of upcoming changes to accounting 
standards. While SAB 74 disclosures are required, management has significant discretion over 
the content and timing of these disclosures. We study the determinants and effects of SAB 74 
disclosure timeliness related to the implementation of Accounting Standard Codification 
(ASC) 606 in the United States. This study aims to enhance our understanding of managerial

China Accounting 
and Finance 

Review

© Jesse L. Glaze and Aaron S. Nelson. Published in China Accounting and Finance Review. Published by 
Emerald Publishing Limited. This article is published under the Creative Commons Attribution (CC BY 
4.0) licence. Anyone may reproduce, distribute, translate and create derivative works of this article (for 
both commercial and non-commercial purposes), subject to full attribution to the original publication and 
authors. The full terms of this licence may be seen at Link to the terms of the CC BY 4.0 licence.

Received 19 July 2024 
Revised 20 May 2025 

29 October 2025 
Accepted 31 December 2025

China Accounting and Finance Review 
Emerald Publishing Limited 

e-ISSN: 2307-3055 
p-ISSN: 1029-807X 

DOI 10.1108/CAFR-07-2024-0098

Downloaded from http://www.emerald.com/cafr/article-pdf/doi/10.1108/CAFR-07-2024-0098/11195460/cafr-07-2024-0098en.pdf by guest on 22 March 2026

http://creativecommons.org/licences/by/4.0/
https://doi.org/10.1108/CAFR-07-2024-0098


incentives to disclose and analysts’ ability to interpret accrual information when new 
accounting standards create uncertainty.

After several years of debate, the FASB finalized ASC 606 in May 2014. The new standard 
dramatically changed revenue recognition to have a focus on contracts with customers and 
eliminated industry-specific standards that previously existed. ASC 606 emerged from a joint 
project between the FASB and the IASB aimed at improving the consistency and transparency 
of revenue recognition practices. Under prior US Generally Accepted Accounting Principles 
(GAAP), industry-specific standards often produced inconsistent treatment of economically 
similar transactions, leading to a lack of comparability and creating opportunities for revenue 
management. ASC 606 introduced a single, principles-based framework centered on the 
transfer of control in contracts with customers, with the goal of standardizing revenue 
reporting across industries. This framework was designed to eliminate inconsistencies, 
enhance comparability and reduce managerial discretion over revenue timing, thereby 
improving financial reporting transparency and investor decision-making.

Companies had over three years to analyze its effects, disclose anticipated changes and 
implement the new revenue recognition standard. We analyze firms’ SAB 74 disclosures to 
measure how long before adoption they disclose the expected effects of ASC 606. SAB 74 is an 
unusual disclosure in that it is mandatory, but managers have significant discretion over the 
timing, allowing us to study the timing of disclosure while removing the choice to disclose.

When disclosing unfavorable earnings information, managers have incentives to disclose 
early to reduce litigation costs or to maximize stock-based compensation incentives (Skinner, 
1997; Aboody & Kasznik, 2000), as well as incentives to disclose later due to career or 
reputational concerns (Kothari, Shu, & Wysocki, 2009). It is unclear whether these incentives 
apply to disclosures about future accounting changes; the effects of a standard change clearly 
do not have the same benefits and consequences as earnings news. To our knowledge, no 
researcher has studied the timeliness of disclosures of reporting changes that are largely 
outside managers’ control. Thus, whether and how managers’ incentives impact disclosure 
timing is an empirical question.

We use the time between a company’s first non-boilerplate SAB 74 disclosure and its ASC 
606 implementation as a measure of timeliness. We use the realized effect of ASC 606 in the 
first period of implementation as a proxy for the manager’s expectations and examine whether 
managers delay this disclosure based on the new standard’s net income effect. Results indicate 
that when the new revenue recognition standard results in lower net income than under the 
previous standard, managers are more likely to disclose the expected effects later compared to 
firms that report higher net income under the new standard. This finding is consistent with 
managers delaying negative information, even when the information implies a non-economic 
change to income that is outside the manager’s control.

We next turn our attention to sell-side analysts. Analysts are sophisticated users of financial 
statements and project financial statement variables as part of their valuation process 
(Schipper, 1991; Jiao, Koning, Mertens, & Roosenboom, 2012). The estimates they produce 
are often used as measures of managerial performance and for valuation purposes by 
institutional investors. Analysts also tend to have a deep understanding of the firms they cover. 
Understanding the underlying economic processes in a firm should allow analysts to continue 
forecasting for a firm, even under new standards. However, this process is not costless. Greater 
time and higher-quality information from management should improve analysts’ ability to 
perform their responsibilities. We expect that analysts can understand the changes under ASC 
606 and that earlier SAB 74 disclosure would allow more time to build the changes into their 
forecasting models.

We first examine analysts’ earnings forecasting accuracy in the first quarter following the 
adoption of ASC 606. We find an overall reduction in accuracy following the implementation 
of the new standard. The reduction in accuracy is significantly larger for firms that we identify 
as materially affected by ASC 606. Even within materially affected firms, analysts’ accuracy 
was worse for firms that were more strongly affected by the new standard.
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We next examine the effect of SAB 74 timeliness on analyst earnings forecast dispersion 
and forecasting accuracy. The absolute effect of ASC 606 on net income is positively 
associated with analyst forecast dispersion, indicating that analysts are capable of recognizing 
that there will be an affect, but they do not agree on the magnitude. However, more timely 
disclosure of SAB 74 mitigates the association. These results indicate that analysts do not have 
an initial consensus on the effects of ASC 606 but are able to come closer to consensus with 
guidance from the firm and more time to analyze the information. Similarly, more timely SAB 
74 disclosure mitigates the negative impact of material changes on revenue recognition on 
analysts’ forecasting accuracy.

Together, these results indicate that managers delay the disclosure of negative accounting 
standard change news and that timelier SAB 74 disclosure reduces uncertainty for 
sophisticated market participants. When managers disclose earlier, they can control market 
expectations and reduce disagreement around the effect. Earlier disclosure also increases 
overall analyst forecast accuracy under new accounting standards.

We make three contributions to the disclosure and financial reporting literature. First, we 
contribute to the voluntary disclosure timing literature by examining a setting in which the 
disclosed information is largely outside of management’s control and has no clear, direct 
impact on firm value. SAB 74 disclosures offer several important distinctions relative to 
commonly studied voluntary disclosures such as earnings guidance or conference calls. 
Litigation risk is unlikely to be a primary concern, as we are unaware of lawsuits based on SAB 
74 disclosures. Career concerns are muted, as the effects stem from externally imposed 
accounting changes rather than management performance. The information disclosed pertains 
primarily to accrual recognition, which should not fundamentally affect firm value by reducing 
stock price incentives. Moreover, SAB 74 disclosures are triggered solely by new standards, 
abstracting away from persistent disclosure patterns (“stickiness”) observed elsewhere. 
Finally, the quarterly disclosure pattern enables a low-frequency measure of disclosure 
timeliness compared to traditional intra-period studies that focus on days or hours. In this 
unique setting, we find that managers delay disclosure when the anticipated effect of ASC 606 
on earnings is negative.

Second, we contribute to the literature on analysts’ interpretation of accounting changes. 
Prior research documents that analysts’ forecasts improve following mandatory improvements 
in accounting comparability and transparency (e.g. Jiao et al., 2012; Tsang, Xiang, & Yu, 2023). 
Our findings complement this work by showing that, in contrast, the adoption of ASC 606 – 
despite improving revenue recognition standards – complicated analysts’ earnings forecasts for 
affected firms. In particular, delayed and less informative transition disclosures were associated 
with greater forecast errors and dispersion. Our results also complement the recent evidence by 
Hao and Pham (2023), highlighting the challenges analysts faced during ASC 606 adoption.

Third, we extend the literature on accounting change disclosures and accounting policy 
transparency. Prior studies (e.g. Hope, 2003; Paprocki & Stone, 2004) found that high-quality 
disclosures about accounting policies reduce analyst errors and information asymmetry. 
Others (e.g. Alexander, Ettredge, Stone, & Sun, 2011; Noland, Pasewark, & Strawser, 1998) 
show that firms sometimes use accounting change estimates opportunistically. We build on 
this line of work by demonstrating that even in a setting of quasi-mandatory disclosure, 
managers exercise discretion over the timing of information provision, but early disclosure 
materially reduces uncertainty faced by analysts. Together, these contributions deepen our 
understanding of how managers use discretion over transitional disclosure timing and its 
implications for financial market participants.

2. Institutional details and relevant prior literature
2.1 SEC’s Staff Accounting Bulletin 74
SAB 74 US public companies are required to disclose impending accounting changes in their 
quarterly and annual reports. Managers are required to explain the impact of new accounting
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standards on future financial statements. These disclosures should become more detailed and 
quantitative as the effective date of the accounting change nears, including comparisons of 
accounting policies, implementation status and potential financial effects. Research indicates, 
however, that managers and stakeholders may be uncertain about the impact of new 
regulations, providing an opportunity for the disclosures to be strategically timed or biased 
(Berger & Hann, 2003; Alexander et al., 2011; Menon, 2020). More broadly, research shows 
that managers have incentives to withhold bad news, particularly when seeking to support 
stock prices, although this tendency can be mitigated by higher litigation risk (Bao, Kim, Mian, 
Su, & Nancy, 2019). This general tendency toward strategic disclosure is likely to influence 
SAB 74 practices as well.

SAB 74 disclosures are distinctive in that their existence is mandatory, but the content and 
timing of information provided are at the company’s discretion. They have similarities with 
other disclosures like Management Discussion and Analysis and Risk Factor disclosures, 
which are often criticized for being boiler-plate and uninformative (Brown & Tucker, 2011; 
Beatty, Cheng, & Zhang, 2019). Despite this, the SEC has recently heightened scrutiny on the 
SAB 74 disclosures, particularly regarding new standards on revenue recognition, leases and 
credit losses, urging companies to disclose the effects of future accounting changes earlier 
(Orenstein, 2016).

Despite the regulatory emphasis on timely and detailed disclosures of impending 
accounting changes, research on the actual timing, usefulness and impact of these disclosures 
is limited. Previous studies suggest that firms often provide minimal information until closer to 
the adoption date, and the actual effect of recent SEC scrutiny on the usefulness of these 
disclosures remains unclear (Berger & Hann, 2003; Orenstein, 2016).

Enache, Griffin, and Moldovan (2025) studied the adoption of ASC 842, the new leasing 
standard. They found that most companies were slow to provide any information in SAB 74 
disclosures, waiting until the final year, despite four years of warning time. They also find that 
disclosures become less readable as the adoption date approaches, delaying analysts’ 
forecasts. They conclude that the SAB 74 disclosures may favor more sophisticated investors, 
going against the SEC goals. Overall, although firms meet the SEC’s minimum SAB 74 
requirements, further work is needed to examine how their timing and content choices 
influence the disclosures’ effectiveness and broader consequences.

2.2 New revenue recognition standard – ASC 606
This study uses the new revenue recognition standard, ASC 606, to study the effects of 
disclosure timeliness and the general effects of disclosure on analyst forecasting. The new 
standard superseded ASC 605 and standardized revenue reporting across industries by 
focusing on contracts with customers and performance obligations. ASC 606 also removed 
industry-specific guidance that existed under ASC 605 [1]. Importantly, revenue that was 
deferred under old standards might be accelerated and recognized earlier under the new 
standard, or vice versa. Similarly, related contract expenses that were initially amortized over 
the life of a contract might now be expensed in full at the start of the contract, or vice versa.

Overriding industry-specific guidance makes ASC 606 a more principles-based approach. 
Lee, Lee, and Sadka (2024) and Lee and Lee (2020) both find that ASC 606 adoption increased 
uncertainty around firm revenues, as reflected in higher analyst forecast errors (AFE), greater 
dispersion, more managerial discretion in earnings and a higher cost of debt. Greater 
uncertainty around the adoption of a principles-based standard gives managers leeway to 
obscure unfavorable financial information.

The SEC allows two adoption methods for a new standard to mitigate the effects of 
uncertainty. First, the full retrospective approach requires firms to retroactively adjust prior 
periods to report each period as if the new standard had been in effect, which allows for 
comparisons within a firm over time. The second approach, the modified retrospective 
approach, is more common and provides less total information. This approach requires firms to
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disclose the current period’s results under the new standard and the old standard, with no 
retrospective adjustment to prior periods. Under this approach, it is possible to measure the 
effect of the standard on net income by comparing the reported earnings to the comparative 
earnings under the old standard; however, it is more difficult for financial statement users to 
compare within the same firm over time, since previous periods are still only reported under 
the previous standards.

Hao and Pham (2023) found that ASC 606 generally improved revenue informativeness 
but decreased analyst forecast quality. They also find that when companies use the full 
retrospective method, revenue informativeness is more improved and analyst forecasts exhibit 
smaller errors. This study differs from Hao and Pham (2023) and Lee et al. (2024) by studying 
SAB 74 disclosures and information that was available to analysts prior to the first periods that 
were reported under ASC 606. We complement the current literature by providing a more 
complete picture of information available to analysts and the net effects of that information.

3. Hypothesis development
Managers weigh the perceived costs and benefits when deciding whether, when and what to 
disclose. Whether or not managers will strategically delay the expected impact of ASC 606 is 
unclear, ex ante. First, managers may not believe that this disclosure impacts firm value or is 
used to assess their performance, since the information disclosed is about accounting changes 
outside of their control with no underlying economic consequences and disclosure choice is 
multifactorial (Tang, 2005). Second, the implementation of a new accounting standard is not a 
trivial task for a company. Companies often use external consultants, such as an advisory 
accounting firm, to assist with the implementation (Cai, Chen, & Zhou, 2020). It often requires 
new or updated systems, different tracking of information differently and staff training. We 
expect the level of complexity of the new standard, specific to that firm, to be associated with 
the timeliness of disclosure. Thus, the relationship between the direction of news and the 
disclosure timing may be dominated by nonstrategic factors.

It is generally accepted in the literature that bad news is released later than good news, first 
shown by Kross (1981) and later explored by Bagnoli, Kross, and Watts (2002). Many studies 
examine the strategic disclosure of information for reasons such as proprietary costs 
(Verrecchia, 1983), litigation costs (Skinner, 1997; Donelson, McInnis, Mergenthaler, & Yu, 
2012), career concerns (Kothari et al., 2009), compensation incentives related to the firm’s 
stock price (Aboody & Kasznik, 2000) and uncertainty about information endowment (Dye, 
1985; Menon, 2020). Proprietary costs arise when disclosures aid competitors and 
significantly influence firms’ disclosure choices (Verrecchia, 1983; Ellis, Fee, & Thomas, 
2012). Career concerns and investor perception also play a role in disclosure choices, as 
managers often delay bad earning news to maintain a favorable image (Kothari et al., 2009; 
Baginski, Campbell, Hinson, & Koo, 2017). This delay allows for the possibility of offsetting 
bad news with future good news or using earning’s management techniques (Graham, Harvey,
& Rajgopal, 2005). Managers might delay announcing an accounting change that could lower 
net income, to avoid perceptions of previously inflated earnings, thus affecting firm value 
estimations.

Litigation risk is the primary condition that incentivizes early disclosure of bad news. 
Studies by Skinner (1997) and Baginski, Hassell, and Kimbrough (2002) illustrate that firms 
tend to disclose earlier when litigation risk is high and that this reduces the eventual costs of 
litigation. While these costs may not relate specifically to SAB 74 disclosures, firms clearly 
face regulatory costs based on the quality of SAB 74 disclosures. The SEC has made a point of 
encouraging timely and complete disclosure in SAB 74 releases and has issued several 
comment letters related to poor disclosure (Orenstein, 2016). Overall, we seek to understand 
the average effect of news on disclosure timing in this setting. Because litigation risk is 
unlikely to be a dominant factor, we expect managers to delay negative news, leading to our 
first hypothesis.
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H1. When a company’s accounting data are materially affected by ASC 606, managers 
delay the timing of SAB 74 disclosures when the effect of the accounting standard 
change negatively impacts net income.

We next turn our attention to the information effects of ASC 606 implementation for materially 
affected firms. We examine analyst forecasts as analysts are sophisticated market participants 
who are likely aware of the new accounting standards and how they affect the company. In 
concurrent research, Chen, Kimbrough, Lee, and Lee (2023) provide evidence that management 
guidance becomes less frequent following the implementation of ASC 606. Management 
guidance informs analysts’ estimates, so forecasting quality may reduce overall. Jiao et al. 
(2012) showed that International Financial Reporting Standards (IFRS) improves analyst 
forecasting ability. The switch to IFRS and switch to ASC 606 both represent moving to more 
principal-based standards, so we may expect improved performance postimplementation. 
However, Barth, Gow, and Taylor (2012) provide evidence that street earnings forecasts often 
do not consider GAAP changes. The totality of existing evidence suggests that materially 
affected firms are likely to involve more uncertainty and complexity in the new estimates, 
meaning that analysts will have less accurate predictions for more affected firms.

H2. Financial statement users exhibit reduced accuracy in predicting income for 
companies that are materially affected by ASC 606 compared with those less 
affected.

Our final hypothesis examines the effects of more timely disclosure on market uncertainty. We 
expect that analysts are more likely to consider the effects of an accounting change when they 
have the information about the expected change, specific to the firm they are forecasting, in 
multiple consecutive quarterly filings (i.e. timelier disclosure), since it could be easily 
overlooked due to information overload. Analysts tend to view early disclosure favorably (Son 
& Crabtree, 2011). Analysts can research GAAP changes and financial statement effects, but it 
often requires insider knowledge of the firm’s systems and contracts to assess the idiosyncratic 
effects. If managers’ pre-implementation disclosure helps analysts forecast earnings more 
accurately in the period of an accounting change, we expect more timely information to be 
associated with more accurate and more consistent earnings’ forecasts by analysts.

H3. When a company’s accounting data are materially affected by ASC 606, timely SAB 
74 disclosures reduce the negative impact of ASC 606 changes on analysts’ ability to 
accurately predict earnings for materially affected firms.

4. Sample construction
4.1 Sample selection and data
Our main interests regard the timeliness of SAB 74 disclosures. Therefore, we constructed a 
sample of US firms that were all affected by ASC 606 but exercised discretion in the timing of 
their SAB 74 disclosures. We start with the intersection of Compustat, The Center for Research 
in Security Prices (CRSP) and I/B/E/S, where we can match the first quarter using ASC 606 to 
the quarterly filing in the SEC’s Electronic Data Gathering, Analysis, and Retrieval (EDGAR) 
database. We have two main restrictions on the sample: 1) we restrict our focus to firms that 
have been materially affected by the new revenue recognition standard, and 2) the firms should 
adopt ASC 606 using the modified retrospective approach so that we can calculate the effect of 
the standard on earnings in the period of implementation (see Appendix B for an example of 
this disclosure and the hand-collection procedures for determining the effect of the standard). 
Using textual analysis, we remove firms who adopt ASC 606 using the full retrospective 
approach [2], since we will not be able to calculate the effect of the new standard in the period 
of adoption for these firms. By excluding early adopters, we have reduced the potential for 
selection bias between these early adopters and other firms, as Amir and Ziv (1997a, 1997b)
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show that firms who have positive private information about accounting changes are more 
likely to adopt the standard early. Using this sample of 1,944 firms, we examine the financial 
statements for the first quarter of adoption and collect the impact of the standard on total 
revenues and net income.

Table 1 details the sample selection. We motivate our determination of materiality based on a 
common audit approach, using both a percentage of revenues and a common-sized net income 
approach. We first calculate the net income impact in two slightly different ways: 1) (NI_606 – 
NI_605)/Rev_606 and 2) (NI_606 – NI_605)/Rev_605, where NI_606 and NI_605 are net
income for the adoption period under ASC 606 (the new standard) and ASC 605 (the old 
standard), and scalars are either total revenues under ASC 606 (Rev_606) or ASC 605 (Rev_ 
605). We then calculated the revenue impact of ASC 606 as (Rev_606 – Rev_605)/Rev_605. 
Both the net income and the revenue impact measures represent common-size percentages. We 
restrict our sample to firms where the absolute value of the net income impact is greater than 1% 
of sales or the absolute value of the revenue impact is greater than 5%. We identify 168 firms that 
are materially affected by ASC 606. Requiring all control variables and three or more analysts to 
measure forecast dispersion reduces our primary sample to 131 observations.

While this is a relatively small sample size, it is not unprecedented in accounting research 
(see Zechman, 2010; Michels, 2017). In fact, Bamber, Christensen and Gaver (2000) argue 
that proper investigation of a phenomenon requires examining a setting in which it is likely to 
affect decision-making. However, this does affect the generalizability of our results to a setting 
where a new standard has less material impact on a firm’s reported financials.

4.2 Measurement of disclosure timeliness and other dependent variables
Our first hypothesis regards the timeliness of SAB74 disclosure. We measure the timeliness of 
the disclosure based on how early the firm provides its information to the market on a quarterly 
basis. Based on an initial review of 50 firms’ SAB 74 disclosures around ASC 606, the earliest 
that we observe any firm discussing idiosyncratic information regarding the standard is six 
quarters before the adoption date (i 5 �6, third quarter 2016 for calendar-year end firms for 
whom the effective date of adoption is January 1, 2018). As such, quarter �6 is considered the

Table 1. Sample selection procedures

Observations

First quarter 10-Qs for firm-years starting after December 15, 2017 3,376
Firms reporting full retrospective/early adoption (1,382)
Sample for 606 effect collection 1,994
Firm with zero or Net Income effect <1% of revenues or revenues <5% effect (1,826)
Firms for SAB 74 hand-collection 168
Firms without all control variables (21)
Firms with all independent variables 147
Requiring >3 analysts for forecast dispersion (16)
Full complete sample 131
Note(s): This table shows the sample selection process. Starting with the intersection of Compustat, CRSP, I/B/
E/S and EDGAR, we select firm-years that start after December 15, 2017, which is the mandatory adoption date
for ASC 606. Using textual analysis, we remove firms who adopt the new standard using the full retrospective
approach, which limits our ability to calculate the effect of the standard in the period of implementation. From
the sample of firms who adopt using the modified retrospective approach, we use Amazon Mechanical Turk to
hand-collect the effect of the new standard on net income and total revenues. See Appendix B for details on this
disclosure and these procedures. We restrict the sample to a subset of firms who are materially affected by ASC
606, or where the ASC 606 effect on net income is greater than 1% of total revenues, or when the effect on
revenues is 5% or greater compared to ASC 605 (the old standard) total revenues. We then hand-collect the texts
of SAB 74 ASC 606 disclosures for the sample of 168 firms for quarters �6 to �1 with respect to the adoption
quarter. Requiring all control variables and three or more analysts leaves us with our final sample of 131 firms
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baseline “boilerplate” disclosure where firms simply disclose that there is an upcoming
accounting change, with no firm-specific information. We verify this assumption when hand-
collecting the disclosures. In each period between the 2016 Q3 10-Q disclosure and the 2017 
10-K disclosure, firms generally keep the initial boilerplate disclosure and optionally add more 
(or remove) information until “full disclosure” is reached in the last period before the new 
guidance is adopted (i 5 �1).

Some firms may initially increase the disclosure to include several possible expectations of 
the new standard’s effects and then reduce the disclosure to “full disclosure” in the final quarter 
before implementation. We created a measure to capture the amount of full disclosure that was 
available during the 6 quarters preceding implementation. Specifically, DisclosureTimeliness 
is measured as

X−1

i¼−6

� 
SAB74 wordcount i �SAB74 wordcount−6
SAB74 wordcount −1 �SAB74 wordcount −6

�

6

We make two adjustments to control for firms, including more information than what is 
ultimately disclosed. If the numerator inside the summation is greater than one, we make an 
adjustment to capture the distance from full disclosure as follows:

1 � 
�
SAB74 wordcounti � SAB74 wordcount−6

SAB74 wordcount−1 � SAB74 wordcount−6
� 1 
�

For example, if the numerator is 1.3 (including 30% more words than what is in the final quarter 
before implementation), an adjustment was made to make the numerator 0.7, which is equidistant 
from 1. This construct is similar to other intra-period timeliness measures that use stock price 
changes instead of textual disclosure changes (see Blankespoor, deHaan, & Zhu, 2018; Butler, 
Kraft, & Weiss, 2007; Twedt, 2016). Finally, we truncate the values of DisclosureTimeliness to 
have a minimum of zero [3]. A higher measure of DisclosureTimeliness is consistent with the 
firm arriving at full disclosure in earlier quarters and the information being disclosed in multiple 
consecutive quarterly reports. A smaller DisclosureTimeliness measure is consistent with a firm 
arriving at full disclosure later, possibly only in a single filing before implementation.

We also present an alternative measure, DisclosureJumpQuarter, which identifies the quarter 
(�5 through �1) with the largest increase in disclosure length. DisclosureJumpQuarter takes 
values from 1 to 5 with a higher value indicating that the largest jump was earlier. Appendix C 
includes a more thorough description and an example of calculations of the timeliness variables.

We examine analyst behavior following ASC606 implementation for hypotheses 2 and 3. 
We follow established literature by measuring accuracy using AbsAFE, which is the median 
[4] analyst forecast minus the actual earnings according to I/B/E/S, scaled by the stock price at 
the most recent quarter end (Kirk, Reppenhagen, & Tucker, 2014; Hutton & Stocken, 2021). 
AnalystDispersion is the standard deviation of analyst forecasts made within 90 days of the 
earning announcement for the first quarter of ASC 606 adoption and measures the consistency 
with which analysts interpret the information from the firm. Hypothesis 2 asks whether a 
material impact affects analysts’ accuracy. As such, we tested the treated firms against the 
available intersection of Compustat, CRSP and I/B/E/S. The sample includes five quarters: Q1 
2017 to Q1 2018, where Post 5 1 for Q1 2018 (the quarter of ASC 606 adoption) and
0 otherwise. This resulted in 9,611 observations for the main test.

4.3 Description and measurement of explanatory variables
In our tests for H1, we use a binary variable, Negative606Impact, which is equal to 1 if ASC 
606 decreased net income. We combine this with ASC606ImpactMagnitude to examine how 
managers disclose negative news and how this disclosure changes with the existing degree of
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uncertainty. In an alternative measure, we rank the net income effect of ASC 606 from most 
negative to most positive and assign each to a ranked quintile (Quintile606Impact). We test our 
second hypothesis with difference-in-differences design and use standard treat and post 
variables, with treatment being a firm that is materially affected by ASC 606. Tests of 
Hypothesis 3 use DisclosureTimeliness as an explanatory variable along with an interaction 
with ASC606ImpactMagnitude, to examine the effect of disclosure timeliness on analyst 
forecast characteristics.

Table 2, Panel A, presents the descriptive statistics of our sample. ASC606ImpactMagnitude 
is on average just under 2% of revenues, with the mean of 21% suggesting some large outliers 
justifying our use of a binary variable in tests. ASC 606 decreased net income compared with 
ASC 605 in the quarter of adoption for 47% of sample firms (Negative606Impact), indicating 
that the new standard had varying effects on firms.

Table 2. Panel A descriptive statistics

Variable N Mean
Standard
deviation p25 Median p75

DisclosureTimeliness 131 0.407 0.208 0.274 0.423 0.561
NI606Effect 131 0.051 0.503 �0.017 0.011 0.024
ComplexityPCA 131 �0.009 1.225 �0.759 �0.089 0.336
SalesVolatility 131 72.153 166.512 4.964 16.640 47.154
Warranty 131 0.626 0.486 0 1 1
MultipleElementArrangement 131 0.344 0.477 0 0 1
Rebate 131 0.328 0.471 0 0 1
Sales 131 4.787 2.050 3.705 4.825 6.002
NumGuidancePastYear 131 2.145 3.046 0 0 4
SAB74FinalWordCount 131 537 238 378 486 613
AFE 131 �0.001 0.011 �0.002 �0.001 0.001
AnalystDispersion 131 0.005 0.009 0.000 0.001 0.004
AbsAFE 131 0.007 0.023 0.001 0.002 0.005
ComparePoliciesDisclosure 131 0.802 0.400 1 1 1
ImplementationStatusDisclosure 131 0.870 0.337 1 1 1
QualitativeImpactDisclosure 131 0.771 0.422 1 1 1
Negative606Impact 131 0.466 0.501 0 0 1
ASC606ImpactMagnitude 131 0.216 0.955 0.011 0.019 0.061
NumBusSegs 131 1.252 0.573 1 1 1
AnalystFollowing 131 2.236 0.635 1.79 2.20 2.77
LogFirmAge 131 2.461 0.935 1.61 2.57 3.12
LogMarketCap 131 7.603 1.626 6.54 7.42 8.70
BookToMarket 131 0.319 0.375 0.11 0.24 0.45
InstitutionalOwnership 131 0.704 0.223 0.60 0.75 0.86
RestOrWeaknessPast3Years 131 0.053 0.226 0 0 0
GuidancePastYear 131 0.397 0.491 0 0 1
GuidedEPSQ12018 131 0.229 0.422 0 0 0
PYdispersion 131 0.005 0.014 0.000 0.001 0.004
CEOChairDuality 131 0.344 0.477 0 0 1
BoardSize 131 7.969 1.700 7 8 9
Concentration 131 0.172 0.177 0.047 0.152 0.185
Tangibility 131 0.143 0.177 0.036 0.071 0.184
RD 131 0.032 0.039 0 0.019 0.050
ROA 131 �0.015 0.079 �0.041 �0.001 0.015
Big4Auditor 131 0.458 0.500 0 0 1
Note(s): This table presents the descriptive statistics for the sample. All variables are measured in the first
quarter of adoption of ASC 606, except for variables related to the SAB 74 disclosure and SalesVolatility, which
is the standard deviation of sales for the eight quarters prior to the first quarter of ASC 606 adoption. Each firm
adopts ASC 606 in their first fiscal quarter starting in the fiscal year that starts after December 15, 2017. All
continuous variables are winsorized at the 1% and 99% levels
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We also included a robust set of control variables in line with prior research on disclosure 
and analysts’ forecasts. The firm’s complexity is likely to affect ASC 606 implementation and 
timeliness of related disclosures. First, we include the standard deviation of sales for the 
previous eight quarters before adoption [5], SalesVolatility, assuming that projecting the 
impact of the standard on sales will be more difficult if sales are more volatile. We next include 
the number of business segments (NumBusSegs) assuming that a higher number of business 
segments requires more separate assessments of the impact, which would take more time to 
complete. The net income ASC 606 effect magnitude (ASC606ImpactMagnitude) is also 
included, assuming that larger effects are more complex and take more time to assess. Lastly, 
this standard specifically affects contracts with customers that have certain provisions in them 
(Ernst & Young, 2019). We include indicator variables equal to one if the 10-K prior to 
implementation includes the following phrases: “multiple element arrangement”, “rebate” or 
“warranty” given that the existence of those items in customer contracts will require more 
planning on behalf of the firm. In our regressions, we included each of these “complexity” 
variables separately as controls. We also use principal component analysis (ComplexityPCA) 
to reduce the dimensionality of these controls in some specifications.

Managers have more than one mechanism to inform market participants about the effects of 
accounting changes. One mechanism would be to provide a forecast of earnings for the adoption 
period, which may include information on accounting changes to explain any increase or decrease 
from previous expectations. As such, we include a control variable, GuidedEPSQ12018, equal to 
one if the firm provided Earnings Per Share (EPS) guidance for the first period under the adoption 
of ASC 606 [6]. Lastly, while our hypotheses are on the relative timing of information in the 
disclosure, the shear amount of information or the existence of certain qualitative information 
could be the driving factor in our tests. Thus, we include ICompareAccountingPolicies, 
ImplementationStatusDisclosure and QualitativeImpactDisclosure [7]. Lastly, SAB74Final
WordCount controls for the number of words in the SAB 74 ASC 606 disclosure in the period 
prior to adoption (i 5 �1).

We follow Blankespoor et al. (2018) and control for a number of factors related to firm 
disclosure. We proxy the market’s demand for disclosure using analyst coverage from I/B/E/S 
and institutional investor ownership percentage from Thompson Reuters, on the premise that 
greater analysts and institutions may increase the demand for timely information. We control 
for the overall disclosure quality of the firm with an indicator if the firm has released guidance 
in the year prior to the implementation date (GuidancePastYear) with data from I/B/E/S and an 
indicator if the firm has had a material weakness or material misstatement in the previous three 
years (RestOrWeaknessPast3Years) with data from audit analytics. We include firm size 
(LogMarketCap) and firm age (LogFirmAge) to control for differences in resource availability 
to spend on the accounting function. We include growth potential (BookToMarket) to control 
for differences in disclosure styles for high- and low-growth firms, and Standard Industry 
Classification (SIC) two-digit industry fixed effects (FE) to control for disclosure differences 
and ASC 606-effect differences across industries.

We also include controls related to firm fundamentals, as they may affect the manager’s 
choice to disclose information or the complexity of implementing ASC 606 (Christensen, 
Davis, Rodriguez-Vasquez, & Wu, 2025). The company’s return on assets is included because 
profitability may affect the incentive to withhold bad news or accelerate good news disclosure. 
We include the company’s Tangibility and R&D Intensity (RD) because they are related to both 
the firm’s reporting complexity and other opportunities for earnings management. We include 
a measure of the firm’s market competition (Concentration) because competitive dynamics 
have many effects on disclosure. Finally, we include CEOChairDuality, BoardSize and 
Big4Auditor as controls for governance and the scrutiny surrounding the firm’s financial 
reporting. All variables are defined in Appendix A.

One caveat to this study is its generalizability, given that we focus on a subset of companies 
that have the largest income statement effects from ASC 606 and do not early adopt or use the 
full retrospective method. Table 3, Panel B, compares our sample to a larger sample of firms at
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the intersection of Compustat, I/B/E/S and Thompson Reuters. Past sales for our sample have 
less variability than the larger sample of firms. Firms in our sample also have higher 
institutional ownership and analyst following, suggesting that the firms in the sample are more 
visible than the average firm.

Table 4, Panel C, compares the Fama French 12 industry makeup of the sample compared to 
the Compustat population in the first fiscal quarter after December 15, 2017. ASC 606 had a 
larger effect on software companies and entertainment companies given that those firms are 
more likely to have multiple element arrangements with customers, which have different 
recognition procedures under the new standard (Ernst & Young, 2019). Our sample therefore 
contains a larger proportion of Business Equipment: Computers, Software and Electronic 
Equipment (Industry 6) and Other: Mines, Construction, Building, Transportation, Hotels, 
Business Services, and Entertainment (Industry 12). The sample also underrepresents financial 
firms; however, most accounting research papers do not include these firms due to the heavily 
regulated disclosure environment. Lastly, the sample slightly overweights Telephone and 
Telephone Transmission (Industry 7) and Wholesale, Retail and Some Services (Industry 9),

Table 3. Panel B sample comparison to compustat, I/B/E/S and Thompson Reuters

Compustat sample This paper’s sample

Variable N Mean Median
Standard
deviation N Mean Median

Standard
deviation Difference

MarketCap 2,445 9015.02 1128.67 37477.12 131 10398.31 1665.62 33853.92 1383.29
BookToMarket 2,445 0.50 0.38 0.95 131 0.31 0.24 0.40 (0.19) **
Sales 2,445 1246.98 187.63 4798.73 131 918.02 123.58 3705.94 (328.96)
NumBusSegs 2,445 1.51 1.00 0.86 131 1.26 1.00 0.62 (0.25) ***
Following 2,445 7.95 6.00 7.62 131 10.53 8.00 7.99 2.57 ***
Inst_Own 2,445 0.60 0.68 0.28 131 0.70 0.75 0.22 0.10 ***
FirmAge 2,445 21.40 17.92 19.38 131 16.56 12.08 16.24 (4.84) ***
SalesVolatility 2,445 147.47 20.76 562.89 131 74.87 16.64 182.55 (72.61) *
Note(s): Panel B of this table compares selected descriptive statistics to a broad sample of firms at the
intersection of Compustat, CRSP, I/B/E/S and Thompson Reuters. For ease of interpretation, variables are not
log-transformed in this table. Difference of means is tested using a T-test with statistical significance denoted as
***p < 0.01, **p < 0.05, *p < 0.1

Table 4. Panel C sample industry comparison to compustat

Fama French 12 industry portfolio Compustat Sample firms

Consumer NonDurables – Food, Tobacco, Textiles, Apparel, Leather, 
Toys

264 2.3% 1 0.8%

Consumer Durables – Cars, TVs, Furniture, Household Appliances 149 1.3% 1 0.8%
Manufacturing – Machinery, Trucks, Planes, Off Furn, Paper, Com
Printing

532 4.6% 5 3.8%

Oil, Gas, and Coal Extraction and Products 475 4.1% 2 1.5%
Chemicals and Allied Products 150 1.3% 0 0.0%
Business Equipment – Computers, Software and Electronic Equipment 1,123 9.7% 38 29.0%
Telephone and Television Transmission 174 1.5% 5 3.8%
Utilities 287 2.5% 1 0.8%
Wholesale, Retail and Some Services (Laundries, Repair Shops) 505 4.4% 10 7.6%
Healthcare, Medical Equipment and Drugs 1,244 10.7% 13 9.9%
Finance 4,983 43.0% 5 3.8%
Other – Mines, Constr, BldMt, Trans, Hotels, Bus Serv, Entertainment 1,693 14.6% 50 38.2%

11,579 100.0% 131 100.0%
Note(s): Panel C of this table shows the Fama French 12 Industry portfolio makeup of our sample compared to
that of a broad sample in Compustat as of the first quarter of firms’ fiscal years starting after December 15, 2017
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and underrepresents the other industries. Thus, we control for two-digit SIC code fixed effects 
in our analyses to address the disclosure or accounting impact differences between industries.

5. Methodology
5.1 Tests for H1: timeliness of information
We implement ordinary least squares (OLS) to test the associations between the dependent and 
independent variables of interest. OLS provides the best linear unbiased estimates of 
coefficients and is the standard for concurrent research in accounting with similar dependent 
variables (Wooldridge, 2010; Du, 2023; Chen, 2023). To test the first hypothesis, whether the 
timing of the SAB 74 disclosure is associated with the net income effect after including 
controls, we estimate the following model:

DisclosureTimeliness ¼ α þ β 1 Negative606Impact þ β 2 ASC606ImpactMagnitude

þ β 3 ASC606ImpactMagnitude 3 Negative606Impact

þ θControls (1)

Our main test regresses either DisclosureTimeliness or DisclosureJumpQuarter on explanatory 
variables measuring the impact of ASC 606 on a given firm. We include the magnitude of the 
effect and an interaction with Negative606Impact (equal to one if ASC 606 net income is less 
than ASC 605 net income for the first period under the new standards) to allow the magnitude 
of the effect to vary across positively and negatively affected firms. We control for firm 
characteristics described in the previous section and include industry fixed effects.

If managers delay the provision of information when the effect of the new standard is 
negative on net income, then β 1 will be negative, providing support for our first hypothesis. We 
expect β 2 <0, consistent with the notion that firms more affected by the accounting standard 
face more difficulty in assessing the firm-specific impact and are slower to disclose. If 
managers provide less timely information for larger negative effects, we expect β 3 <0 as well. 
Alternatively, managers may want to reduce extreme negative uncertainty, which would be 
supported by β 3 >0. In separate regressions, we include Quintile606Impact as the independent 
variable of interest, expecting a positive coefficient, consistent with positively affected firms 
disclosing about the effects earlier.

The expected relationship between timeliness and the control variables for complexity is 
less straightforward. If managers proactively assess and disclose their information as it 
becomes known, they will disclose it earlier when the complexity of the accounting change is 
higher, suggesting a positive relationship. On the other hand, a more complex implementation 
could take more time to gather any information, and the amount of information known in the 
period before adoption could still be low based on the uncertainty and complexity of the 
change. This thought process predicts a negative relationship between ComplexityPCA and 
DisclosureTimeliness.

To reduce concerns of selection bias, we implement a propensity-score-matched (PSM) 
sample among the firms that were materially affected by ASC 606, matching the sample of 
negatively affected firms (the treatment group) to positively affected firms (the control group) 
on all control variables used in the analysis. We employ a matched sample of materially affected 
firms to test H1, which posits that negatively impacted firms respond differently than positively 
affected firms [8]. This reduces our sample size to only 84 observations but helps to mitigate 
concerns about non-random assignment to positive or negative impacts of ASC606 [9].

5.2 Tests for H2: analyst forecasting accuracy
Our second hypothesis predicts that analysts will have trouble predicting earnings from 
materially affected firms. First, we examine analysts’ accuracy by looking at absolute errors in
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the first quarter following ASC 606 adoption. We estimate standard difference-in-differences 
regression using firms that we identify as materially affected as the treatment group.

AbsAFE ¼ α þ β 1 Treat þ β 2 Post þ β 3 Treat 3 Post þ θControls (2)

In this specification, Treat is an indicator for firms that we identified as materially affected by 
ASC 606, and the control group is the universe of untreated firms with available data. We 
implemented OLS for both the entire available sample and used PSM to identify a more closely 
aligned sample as a control group. For the PSM-Difference in Differences (DID) tests in 
Table 9, we begin with the full sample of firms with the necessary control variables available. 
Firms with material ASC 606 effects form the treatment group, while firms without a material 
ASC 606 effect form the control group. We then estimate propensity scores using a logit model 
with firm size (log market value of equity), market-to-book ratio, analyst following, loss 
indicator and two-digit SIC fixed effects as predictors. One-to-one nearest-neighbor matching 
with replacement is performed, imposing a common support restriction to ensure 
comparability across groups. To assess matching quality, we evaluated covariate balance 
before and after matching using standardized mean differences and overall fit statistics. The 
diagnostics indicate that matching substantially improves balance: the mean bias across 
covariates decreases from 20.1% pre-matching to 3.3% post-matching, and the pseudo R 2 falls 
from 0.037 to 0.001. These results confirm that the matched treatment and control groups are 
well balanced, providing a reliable basis for the subsequent DID analysis.

5.3 Tests for H3: timely disclosure and analyst accuracy
We test our third hypothesis and examine whether timelier SAB 74 disclosures help analysts 
forecast earnings under the new standard with the following regression:

AnalystDispersion or AbsAFE ¼ α þ β 1 DisclosureTimeliness

þ β 2 ASC606ImpactMagnitude

þ β 3 ASC606ImpactMagnitude3DisclosureTimeliness

þ θControls
(3)

We limit the sample for this analysis to materially affected firms because we do not have data 
on disclosure timeliness for non-affected firms. AnalystDispersion is the standard deviation of 
analyst forecasts made within 90 days of the earnings announcement for the first quarter of 
ASC 606 adoption, and AbsAFE is the median analyst forecast minus the actual earnings 
according to I/B/E/S, scaled by the stock price at the most recent quarter end. Based on the 
results in Table 9, we expect β 2 > 0 because analysts are less capable of accurately predicting 
earnings for more materially affected companies. An estimate of β 3 <0 would indicate that 
more timely disclosure mitigates the negative effect of major ASC 606 effects and provides 
support for H3.

6. Results
We first provide some graphical, univariate evidence for our first hypothesis whether firms’ 
directional effect of ASC 606 impacts the timeliness of their disclosure about the estimated 
effects in the quarters leading up to the accounting change. Figure 1 graphs the percentage

distance from full disclosure 
�

SAB74 wordcounti − SAB74 wordcount−6
SAB74 wordcount−1 − SAB74 wordcount−6

� 

for periods i 5 �6 through �1 [10].

The graph presents the median firm’s DisclosureTimeliness separately for firms who are
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negatively affected (NI_606 < NI_605) and positively affected. The line for positively affected 
firms is above negatively affected firms each quarter, suggesting that the median positively 
affected firm is faster to reach full disclosure than the median negatively affected firm. Overall, 
Figure 1 provides some univariate evidence against the null for Hypothesis 1, suggesting that 
negatively affected firms are slower to disclose the effects of the new standard.

Table 5 presents t-tests of the means of DisclosureTimeliness, confirming that the 
difference is statistically significant at the 1% level. Interestingly, t-tests of the differences in 
the lengths of the quarter �1 disclosures (SAB74FinalWordCount) and the percentage of firms 
that guide earnings under the first period of adoption (GuidedEPSQ12018) are not 
significantly different across the effect of the standard, suggesting that the complexity of 
the change is not different across positively and negatively affected firms. However, AFE are 
significantly higher for negatively affected firms, indicating that analysts’ forecasts were more 
optimistic for these firms. This pattern suggests that analysts may have underestimated the 
magnitude of the negative impact of ASC 606 on earnings, consistent with analysts facing 
challenges in adjusting their expectations when new accounting standards adversely affect 
reported performance.

6.1 Results of H1: timeliness of information
Tables 6 and 7 present the results for H1. Panel A uses DisclosureTimeliness as the dependent 
variable, while Panel B uses DisclosureJumpQuarter. Columns 2 and 4 in each panel replace 
individual complexity controls with ComplexityPCA to reduce noise.

In Panel A, the coefficient on Negative606Impact is negative and significant at the 10% 
level in column 1 and at the 5% level in column 2. This indicates that firms expecting a 
negative net income impact from ASC 606 tend to disclose the expected effects later (i.e. more 
slowly – than firms expecting a positive impact). Notably, ASC606ImpactMagnitude is not 
statistically significant in either panel, while β 3 is significantly positive only in column 2 of
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Figure 1. DisclosureTimeliness median graph. Note: The median percentage distance from full disclosure over 
quarters �6 to �1, relative to the quarter that the firm adopts ASC 606. The blue line depicts positively affected 
firms (NI_606 > NI_605), and the orange line depicts negatively affected firms. By construction, the percentage 
full disclosure in quarter �6 is 0%, and the percentage full disclosure in quarter �1 is 100%. Each firm-quarter 
observation is adjusted, if necessary, to capture the distance from full disclosure to 100%. See Appendix C or the 
variable appendix for details. DisclosureTimeliness can be visualized as the area under this curve
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Panel B. This provides limited evidence that among negatively affected firms, larger impacts 
are associated with earlier disclosure.

Columns 3 and 4 use Quintile606Impact as the main independent variable, and the 
coefficients are positive and significant across both panels. This supports the finding that firms 
are more adversely affected by ASC 606 delay or are slower to fully disclose transition effects. 
For example, the coefficient on Negative606Impact in column 1 of Panel A (�0.083) implies 
that, all else equal, negatively affected firms disclose about 20% more slowly than positively 
affected firms (relative to the mean DisclosureTimeliness of 0.407). Among the control 
variables, SalesVolatility is significantly negative, suggesting that firms with more volatile 
revenues delay disclosure. The coefficient of ComplexityPCA is positive but statistically 
insignificant, possibly reflecting limited power due to sample size.

Overall, these results reject the nullity of H1, indicating that disclosure timing differs based 
on whether ASC 606 has a positive or negative income effect. One possible interpretation is 
that small negative impacts may be deferred while managers pursue offsetting actions – such 
as operational improvements, real earnings management or accruals adjustments – to smooth 
earnings (Roychowdhury, 2006; Dechow & Dichev, 2002; Graham et al., 2005). In such cases, 
disclosure may be delayed to allow bundling of bad news with more favorable developments. 
In contrast, when the anticipated negative impact is large, managers may accelerate disclosure, 
either because mitigating the effect is infeasible or due to concerns about litigation risk or the 
demand to reduce uncertainty.

This interpretation aligns with the directionally positive interaction coefficients across models 
and with significant results in Panel B using DisclosureJumpQuarter. The pattern is consistent 
with Enache et al. (2025), who found that ASC 842 transition disclosures became more detailed 
and complex closer to adoption, likely in response to regulatory pressure for completeness. 
Similarly, firms facing larger ASC 606 impacts may feel compelled to disclose earlier and in more 
detail as adoption nears. We find consistent results in the PSM sample (see Table 8).

6.2 Results of H2: analyst forecasting accuracy
Table 9 shows the results of our estimations. Column 1 focuses on a PSM sample as the control 
group, while column 2 uses the full sample as the control group. The coefficient on Post is

Table 5. Univariate differences in timeliness and other variables

Negative ASC 606 effect Positive ASC 606 effect T-test of differences

Obs Mean
Std.
dev. Obs Mean

Std.
dev. Diff p-Value

Timeliness variable 
DisclosureTimeliness 61 0.361 0.227 70 0.447 0.183 0.086 0.009
DisclosureJumpQuarter 61 2.984 1.689 70 3.571 1.656 0.588 0.023

Other variables
SAB74FinalWordCount 61 517.754 249.840 70 553.443 228.494 35.68876 0.197
GuidedEPSQ12018 61 0.197 0.401 70 0.257 0.440 0.060422 0.208
AFE 61 0.003 0.001 70 �0.003 0.001 �0.00573 0.001
Note(s): This table presents differences in means of variables between firms whose net income under ASC 606
is lower than net income under ASC 605 (negatively affected firms) and firms whose net income under ASC 606
is higher than ASC 605 (positively affected firms). Two sample t-tests of differences and p-values are shown to
the right of each variable. DisclosureTimeliness is the area under the curve measure described in Appendix C.
DisclosureJumpQuarter measures how many quarters before ASC 606 implementation we saw the largest
increase in disclosure. SAB74FinalWordCount is the total number of words in the final SAB74 disclosure prior
to ASC 606 Adoption. GuidedEPSQ12018 is an indicator for whether the company provides management
guidance in the first quarter following ASC 606 adoption. AFE is the mean analyst forecast error in the quarter
following adoption
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Table 6. Panel A test of Hypothesis 1: Intra-period timeliness measure of disclosure timeliness

(1) (2) (3) (4)

Dependent variable 5
Disclosure
timeliness

Disclosure
timeliness

Disclosure
timeliness

Disclosure
timeliness

Negative606Impact �0.095* �0.108** 
(�1.877) (�2.166)

ASC606ImpactMagnitude �0.013 �0.037
(�0.412) (�1.179)

Negative606Impact 3 ASC606ImpactMagnitude 0.038 0.063*
(1.034) (1.710)

Quintile606Impact 0.028* 0.029*
(1.716) (1.864)

ComplexityPCA �0.043 �0.044
(�1.488) (�1.484)

NumBusSegs �0.006 0.008 
(�0.114) (0.146)

SalesVolatility �0.001** �0.001** 
(�2.425) (�2.493)

Warranty �0.042 �0.044
(�0.682) (�0.752)

MultipleElementArrangement 0.018 0.014
(0.408) (0.318)

Rebate �0.001 0.009
(�0.009) (0.131)

AnalystFollowing �0.073 �0.063 �0.079 �0.074
(�1.280) (�1.273) (�1.331) (�1.446)

LogFirmAge 0.012 0.003 0.025 0.016
(0.274) (0.060) (0.599) (0.369)

LogMarketCap 0.038 0.012 0.044* 0.019
(1.481) (0.527) (1.691) (0.863)

BookToMarket 0.032 0.039 0.047 0.051
(0.331) (0.420) (0.518) (0.589)

InstitutionalOwnership �0.002 0.052 �0.011 0.047
(�0.017) (0.398) (�0.082) (0.391)

RestOrWeaknessPast3Years 0.141* 0.126 0.150* 0.140
(1.754) (1.466) (1.887) (1.603)

GuidancePastYear 0.083 0.070 0.081 0.069
(1.241) (1.097) (1.185) (1.076)

GuidedEPSQ12018 �0.006 0.021 �0.000 0.027
(�0.088) (0.333) (�0.001) (0.408)

SAB74FinalWordCount 0.000 0.000 0.000 0.000
(0.322) (0.453) (0.285) (0.278)

10KLength �0.000 �0.000 �0.000 �0.000
(�0.361) (�0.726) (�0.375) (�0.772)

QualitativeImpactDisclosure �0.028 �0.047 0.007 �0.007
(�0.287) (�0.525) (0.080) (�0.087)

ComparePoliciesDisclosure 0.018 0.031 �0.003 0.007
(0.199) (0.364) (�0.035) (0.083)

ImplementationStatusDisclosure 0.042 0.063 0.028 0.045
(0.519) (0.805) (0.364) (0.612)

CEOChairDuality �0.002 �0.017 �0.016 �0.031
(�0.038) (�0.348) (�0.313) (�0.592)

BoardSize 0.016 0.011 0.014 0.010
(0.924) (0.673) (0.796) (0.565)

Concentration 0.167 0.201 0.154 0.195
(1.040) (1.266) (0.958) (1.264)

(continued )
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negative in column 1 and positive in column 2, providing mixed evidence about the overall 
effect of ASC 606 adoption on analysts’ forecast accuracy in the first quarter following 
adoption for unaffected firms [11]. The positive and significant estimate for β 3 in column 1 
indicates that the difficulty in forecasting earnings is larger for firms that were materially 
affected by 606. In column 2, we replace Treat with ASC606ImpactMagnitude, a continuous 
treatment variable, and obtain consistent results, finding that analyst forecasts are less accurate 
when companies are more affected by ASC 606 [12]. Overall, these results are consistent with 
analysts being unable to fully determine the effects of the new accounting standard change and 
incorporate the expected effects into their earnings forecasts for materially affected firms [13].

6.3 Results of H3: timely disclosure and analyst accuracy
Table 10 shows that both dispersion and absolute forecast errors are positively associated with 
ASC606ImpactMagnitude, consistent with our results in Table 9, showing that analysts have a 
more difficult time forecasting earnings when the accounting standard change effect is larger. 
However, the relationship is significantly mitigated when the firm discloses the expected effects in 
a more timely manner (negative coefficient on DisclosureTimeliness3ASC606ImpactMagnitude). 
In summary, Table 10 provides evidence that analysts set more consistent and more accurate 
expectations of earnings when managers reduce uncertainty early by providing more timely insight 
into the effect of ASC 606 changes.

6.4 Robustness tests
While our main results provide evidence in support of all three hypotheses, it is possible that the 
estimation technique, variable measurements, or sample selection bias the results. Thus, we 
employed a battery of tests to strengthen the causal interpretation of our findings. First, we 
repeat our analyses on the PSM samples presented above. Second, in testing our third 
hypothesis, to address potential endogeneity in our timeliness measure (DisclosureTimeliness), 
we implemented two-stage least squares (2SLS) estimation. In the first stage, we regress 
DisclosureTimeliness on our instrument Negative606Impact – an indicator equal to one if ASC 
606 decreases net income – with our full set of controls. Negative606Impact yields a highly 
significant coefficient and a first-stage F-statistic exceeding 15, confirming instrument 
relevance (Larcker & Rusticus, 2010). Its exogeneity follows from the exogenous adoption of 
ASC 606, which alters net income through a mandatory accounting change rather than 
managerial choice. In the second stage, we replace DisclosureTimeliness with its predicted

Table 6. Continued

(1) (2) (3) (4)

Dependent variable 5
Disclosure
timeliness

Disclosure
timeliness

Disclosure
timeliness

Disclosure
timeliness

Tangibility 0.154 0.011 0.192 0.057
(0.969) (0.065) (1.162) (0.332)

RD 0.257 0.143 0.006 �0.220
(0.268) (0.151) (0.007) (�0.249)

ROA �0.187 �0.193 �0.346 �0.428
(�0.456) (�0.493) (�0.979) (�1.278)

Big4Auditor 0.037 0.045 0.032 0.039
(0.743) (0.900) (0.643) (0.790)

Constant 0.287 0.508 0.100 0.312
(0.901) (1.542) (0.330) (1.012)

Observations 131 131 131 131
R-squared 0.483 0.438 0.473 0.421
Industry FE Yes Yes Yes Yes
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Table 7. Panel B test of Hypothesis 1: Alternative measure of disclosure timeliness

(1) (2) (3) (4)

Dependent variable 5
Disclosure
JumpQuarter

Disclosure
JumpQuarter

Disclosure
JumpQuarter

Disclosure
JumpQuarter

Negative606Impact �0.225** �0.199**
(�2.300) (�2.069)

ASC606ImpactMagnitude 0.020 0.013
(0.247) (0.192)

Negative606Impact 3 
ASC606ImpactMagnitude

0.106 0.104
(1.118) (1.251)

Quintile606Impact 0.009 0.026
(0.245) (0.741)

ComplexityPCA �0.053 �0.075
(�0.852) (�1.140)

NumBusSegs �0.077 �0.099
(�0.514) (�0.607)

SalesVolatility �0.001** �0.001**
(�2.079) (�2.227)

Warranty �0.074 �0.121
(�0.624) (�1.043)

MultipleElement Arrangement �0.008 �0.044
(�0.087) (�0.465)

Rebate �0.165 �0.169
(�1.230) (�1.232)

AnalystFollowing �0.186* �0.272** �0.299** �0.205*
(�1.785) (�2.214) (�2.396) (�1.859)

LogFirmAge 0.010 0.018 0.049 0.037
(0.130) (0.222) (0.617) (0.464)

LogMarketCap 0.072 0.149** 0.163*** 0.085
(1.344) (2.473) (2.693) (1.631)

BookToMarket �0.007 �0.056 �0.094 �0.018
(�0.042) (�0.340) (�0.498) (�0.106)

InstitutionalOwnership 0.264 0.210 0.148 0.217
(1.096) (0.835) (0.601) (0.922)

RestOrWeaknessPast3Years 0.089 0.148 0.174 0.114
(0.431) (0.784) (0.924) (0.564)

GuidancePastYear �0.002 0.035 0.061 0.013
(�0.014) (0.223) (0.364) (0.095)

GuidedEPSQ12018 0.013 �0.060 �0.075 0.015
(0.094) (�0.419) (�0.501) (0.103)

SAB74FinalWordCount �0.000 �0.000 �0.000 �0.000
(�1.228) (�1.194) (�1.077) (�1.180)

10KLength �0.000 �0.000 �0.000 �0.000
(�1.262) (�0.470) (�0.231) (�1.171)

QualitativeImpactDisclosure �0.008 �0.019 0.073 0.102
(�0.047) (�0.115) (0.464) (0.622)

ComparePoliciesDisclosure �0.058 �0.060 �0.139 �0.143
(�0.323) (�0.353) (�0.866) (�0.813)

ImplementationStatusDisclosure 0.157 0.115 0.099 0.157
(0.970) (0.662) (0.584) (1.006)

CEOChairDuality 0.162* 0.222** 0.218** 0.136
(1.675) (2.335) (2.176) (1.353)

BoardSize 0.001 0.016 0.005 �0.011
(0.018) (0.448) (0.146) (�0.289)

Concentration 0.493 0.427 0.241 0.318
(1.190) (1.046) (0.562) (0.783)

(continued )
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values from the first stage and estimate the impact on AFE and dispersion. The instrumented 
timeliness measure remains negatively and significantly associated (p < 0.01) with both 
outcome variables, indicating that earlier SAB 74 disclosures improve forecast accuracy and 
reduce dispersion. The 2SLS results, reported in Table 11, align with our prior findings and 
further support H3.

In unbalanced tests, we apply different measures of DisclosureTimeliness with relaxed 
restrictions on negative values and the “distance” adjustment described above. Changing these 
assumptions does not alter any of the conclusions. In our primary tests, we employed OLS as 
the primary estimation technique. While it is the primary estimation technique in the 
accounting literature, it suffers from potential issues of multicollinearity and overfitting, and 
our small sample size may cause issues with convergence. Hence, we employ Least Absolute 
Shrinkage and Selection Operator (LASSO) regression and Bayesian regression as alternative 
estimation techniques with similar results (see Muth, Oravecz, & Gabry, 2018; Ranstam & 
Cook, 2018). Additionally, we implement a placebo test in which we randomize assignment of 
Negative606Impact and, as predicted, fail to find results [14].

7. Conclusion
This study provides evidence that managers are more likely to delay SAB 74 disclosures 
related to ASC 606 when they anticipate a negative earnings impact. Although such discretion 
occurs within the bounds of compliance, it appears to serve strategic purposes – consistent with 
bad news hoarding behavior documented and delayed disclosure under uncertainty in prior 
work (e.g. Bao et al., 2019; Kothari et al., 2009; Menon, 2020). This finding contributes to the

Table 7. Continued

(1) (2) (3) (4)

Dependent variable 5
Disclosure
JumpQuarter

Disclosure
JumpQuarter

Disclosure
JumpQuarter

Disclosure
JumpQuarter

Tangibility 0.216 0.572* 0.772** 0.413 
(0.686) (1.780) (2.348) (1.283) 

RD 0.516 1.289 0.688 �0.140 
(0.272) (0.695) (0.394) (�0.077) 

ROA �0.101 0.194 0.033 �0.423 
(�0.120) (0.223) (0.044) (�0.584) 

Big4Auditor 0.096 0.066 0.083 0.111 
(1.024) (0.776) (0.932) (1.149) 

Constant 1.220** 0.713 0.514 0.906 
(2.110) (1.278) (0.889) (1.526) 

Observations 131 131 131 131 
Psuedo R-squared 0.0962 0.1044 0.0967 0.0867 
Industry FE Yes Yes Yes Yes 
Note(s): Table 6, Panel A, show the results of estimation of Equation (1) using OLS regressions with
DisclosureTimeliness as the dependent variable. Panel B shows the results of estimation of Equation (1) with an 
alternative dependent variable, DisclosureJumpQuarter, using a negative binomial regression due to the 
dependent variable taking the discrete values from 1 to 5. Each specification includes SIC 2-digit industry fixed 
effects. Columns 1 and 3 in each panel include the separate variables meant to proxy for the complexity in the 
firms’ implementation process (NumBusSegs, Warranty, MultipleElementArrangement, Rebate and 
SalesVolatility). Columns 2 and 4 include the fitted values of a principal component analysis of these five 
variables plus ASC606ImpactMagnitude to reduce the noise of these multiple variables and construct one, less 
noisy variable, ComplexityPCA. In columns 1 and 2, the independent variable of interest is the 
Negative606Impact indicator variable and its interaction with the absolute value of the effect on net income, 
ASC606ImpactMagnitude. In columns 3 and 4, those two variables are replaced by the quintile-ranked variable 
for the ASC 606 effect on net income (Quintile606Impact). Variables are defined in Appendix A. Robust 
t-statistics are in parenthesis, with statistical significance denoted as ***p < 0.01, **p < 0.05, *p < 0.1
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Table 8. Propensity-score matched sample test of Hypothesis 1

(1) (2)
Dependent variable 5 DisclosureTimeliness BiggestIncreaseQuarter

Negative606Impact �0.116* �0.420***
(�1.866) (�4.641)

ASC606ImpactMagnitude �0.611 �2.921*
(�0.940) (�1.906)

Negative606Impact 3 ASC606ImpactMagnitude 0.632 3.019**
(0.970) (1.971)

NumBusSegs �0.082 �0.173
(�1.103) (�1.172)

SalesVolatility �0.000 �0.001
(�1.124) (�1.348)

Warranty �0.029 0.036
(�0.378) (0.275)

MultipleElementArrangement 0.005 �0.098
(0.087) (�0.946)

Rebate �0.027 0.037
(�0.310) (0.253)

AnalystFollowing �0.071 �0.092
(�0.908) (�0.797)

LogFirmAge 0.003 0.016
(0.048) (0.186)

LogMarketCap 0.020 0.053
(0.545) (0.764)

BookToMarket 0.063 0.145
(0.911) (1.239)

InstitutionalOwnership 0.036 �0.089
(0.208) (�0.386)

RestOrWeaknessPast3Years 0.181 0.070
(1.074) (0.281)

GuidancePastYear �0.052 0.056
(�0.544) (0.336)

GuidedEPSQ12018 0.206** 0.159
(2.415) (1.146)

SAB74FinalWordCount 0.000 0.000
(1.054) (0.480)

10KLength 0.000 0.000
(0.218) (0.136)

QualitativeImpactDisclosure 0.017 0.158
(0.135) (0.778)

ComparePoliciesDisclosure 0.092 0.088
(0.881) (0.446)

ImplementationStatusDisclosure �0.133 �0.402***
(�1.096) (�2.635)

Constant 0.721* 1.969***
(1.988) (3.138)

Observations 84 84
R-squared 0.495
Psuedo R-squared 0.1306
Industry FE Yes Yes
Note(s): This table displays the results of a test of Hypothesis 1 using a propensity-score matched sample. The 
“treatment” variable the matching is done for is the variable Negative606Impact, an indicator that equals 1 if 
ASC 606 decreased net income and 0 otherwise. We match on all control variables used in the analysis. Variables 
are defined in Appendix A. Robust t-statistics are in parenthesis, with statistical significance denoted as 
***p < 0.01, **p < 0.05, *p < 0.1

CAFR

Downloaded from http://www.emerald.com/cafr/article-pdf/doi/10.1108/CAFR-07-2024-0098/11195460/cafr-07-2024-0098en.pdf by guest on 22 March 2026



literature on discretionary disclosure timing and the effects of ASC 606 (Doyle & Magilke, 
2009; Hao & Pham, 2023).

We show that even in quasi-mandatory settings, managers strategically time adverse 
disclosures, and that earlier and more gradual disclosure is associated with significantly lower 
analyst forecast error and dispersion – particularly among firms most affected by ASC 606. 
These findings suggest that timely transition disclosures help reduce the informational 
uncertainty caused by new accounting standards. Our results are robust across multiple 
specifications, including alternative timeliness measures, instrumental variable and Bayesian 
estimation and adjustments for sample selection using propensity score matching.

This study makes three key contributions. First, we extend the literature disclosure 
timeliness by demonstrating that timing discretion – even when content is ostensibly required – 
has real consequences for market participants (Lee & Lee, 2020; Enache et al., 2025). Second, 
we add to the literature on analysts’ interpretation of accounting changes by providing evidence 
that ASC 606 adoption complicated analysts’ forecasts, despite improving revenue recognition 
overall (Jiao et al., 2012). Third, we contribute to the literature on disclosures surrounding 
mandatory changes in accounting standards (Hope, 2003; Paprocki & Stone, 2004). We 
provide evidence that managers exercise discretion in the timeliness of these mandatory 
disclosures and that the timeliness has economic consequences for market participants.

Table 9. Test of Hypothesis 2: Do analysts incorporate ASC 606 changes in their earnings forecasts?

PSM-matched sample Full sample 
(1) (2) 

Dependent variable 5 AbsAFE AbsAFE

Treat �0.001*
(�1.702)

Post �0.001* 0.001***
(�1.958) (3.402)

Treat 3 Post 0.003***
(3.195)

ASC606ImpactMagnitude �0.002
(�0.335)

Post 3 ASC606ImpactMagnitude 0.018*
(1.769)

LogMVE �0.002*** �0.002***
(�8.647) (�17.571)

MarketToBook �0.000 �0.000***
(�1.502) (�3.633)

LogAnalystFollowing �0.000 �0.000
(�0.208) (�0.741)

Loss 0.001* 0.004***
(1.740) (13.770)

Constant 0.023*** 0.020***
(7.459) (10.941)

Observations 1,681 9,611
R-squared 0.169 0.184
Industry FE Yes Yes
Note(s): This table shows the results of a test of Hypothesis 2 using OLS regressions. The dependent variable,
AbsAFE, is the absolute value of the median analyst forecast error for the period of ASC 606 adoption. Column 1
includes a propensity-score matched sample, matched on the treatment effect, which is an indicator equal to one
if ASC 606 had a material impact on the firm’s net income in the period of adoption. The matching is done for all
covariates in the analysis. Column 2 does not use a PSM sample and instead uses a continuous treatment
variable, ASC606ImpactMagnitude. Each regression includes a sample of treatment and control firms for five
quarters: Q1 2017–Q1 2018. Post 5 1 for Q1 2018, the period of adoption of ASC 606. Each specification
includes SIC 2-digit industry fixed effects. Variables are defined in Appendix A. Robust t-statistics are in
parenthesis, with statistical significance denoted as ***p < 0.01, **p < 0.05, *p < 0.1
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Table 10. Test of Hypothesis 3: Do timely SAB74 disclosures help analysts forecast earnings under ASC 606?

(1) (2)
Dependent variable 5 AnalystDispersion AbsAFE

DisclosureTimeliness �0.000 0.008
(�0.003) (0.562)

ASC606ImpactMagnitude 0.021*** 0.037***
(3.560) (2.957)

Negative606Impact 0.002 0.013
(0.318) (0.819)

DisclosureTimeliness 3 ASC606ImpactMagnitude �0.037** �0.072**
(�2.224) (�2.077)

Negative606Impact 3 DisclosureTimeliness �0.003 �0.013
(�0.232) (�0.426)

Negative606Impact 3 ASC606ImpactMagnitude 0.002 �0.054
(0.118) (�1.348)

Negative606Impact 3 DisclosureTimeliness 3 ASC606ImpactMagnitude �0.006 0.107
(�0.130) (1.234)

PYDispersion 0.008 0.004
(1.233) (0.348)

AnalystFollowing �0.002 0.005
(�0.965) (0.730)

LogFirmAge �0.002* �0.003
(�1.927) (�1.553)

LogMarketCap �0.001 �0.003
(�1.033) (�1.263)

BookToMarket 0.004 0.002
(1.490) (0.515)

InstitutionalOwnership 0.001 �0.002
(0.198) (�0.302)

RestOrWeaknessPast3Years 0.003 0.012
(0.584) (0.746)

GuidancePastYear �0.001 �0.002
(�0.655) (�0.634)

GuidedEPSQ12018 �0.002 �0.006
(�0.599) (�1.051)

SAB74FinalWordCount �0.000 0.000
(�0.172) (0.910)

ComplexityPCA 0.001 0.001
(1.473) (0.546)

QualitativeImpactDisclosure �0.001 0.006
(�0.358) (0.992)

ComparePoliciesDisclosure �0.001 �0.011
(�0.599) (�1.338)

ImplementationStatusDisclosure �0.003 �0.016
(�0.871) (�1.081)

CEOChairDuality �0.001 �0.002
(�0.409) (�0.839)

BoardSize 0.001 �0.001
(1.171) (�0.553)

Constant 0.017 0.044
(1.324) (1.282)

Observations 131 131
R-squared 0.655 0.482
Industry FE Yes Yes
Note(s): This table shows the results of estimation of Equation (3) using OLS regressions. The dependent variable 
in column (1) is AnalystDispersion, or the standard deviation of analyst forecasts scaled by stock price. Column (2) 
uses the absolute value of analyst forecast accuracy, AbsAFE, the absolute value of the median analyst forecast 
error, as a dependent variable. Each specification includes SIC 2-digit industry fixed effects. Variables are defined 
in Appendix A. Robust t-statistics are in parenthesis, with statistical significance denoted as ***p < 0.01, 
**p < 0.05, *p < 0.1
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Table 11. Instrumental variable test of Hypothesis 3

(1) (2)
Dependent variable 5 AnalystDispersion AbsAFE

Timeliness_Fitted 0.001 �0.036
(0.123) (�0.960)

ASC606ImpactMagnitude 0.024*** 0.025***
(9.685) (4.721)

Timeliness_Fitted 3 ASC606ImpactMagnitude �0.044*** �0.045***
(�9.424) (�4.126)

PYDispersion 0.006 0.006
(0.965) (0.448)

AnalystFollowing �0.001 0.004
(�0.435) (0.653)

LogFirmAge �0.003** �0.003
(�2.363) (�1.452)

LogMarketCap �0.001 �0.003
(�1.313) (�1.372)

BookToMarket 0.005** 0.005
(2.078) (1.264)

InstitutionalOwnership 0.004 0.005
(0.723) (0.775)

RestOrWeaknessPast3Years 0.002 0.019
(0.493) (1.179)

GuidancePastYear �0.002 0.001
(�0.746) (0.220)

GuidedEPSQ12018 �0.002 �0.005
(�0.832) (�1.105)

SAB74FinalWordCount �0.000 0.000
(�0.444) (1.277)

ComplexityPCA 0.001 �0.001
(1.458) (�0.625)

QualitativeImpactDisclosure �0.001 0.002
(�0.730) (0.428)

ComparePoliciesDisclosure �0.001 �0.009
(�0.410) (�1.159)

ImplementationStatusDisclosure �0.003 �0.013
(�1.035) (�1.112)

CEOChairDuality �0.002 �0.004
(�1.364) (�1.523)

BoardSize 0.001 �0.001
(1.555) (�0.349)

Constant 0.013 0.061
(1.055) (1.178)

Observations 131 131
R-squared 0.671 0.469
Industry FE Yes Yes
Note(s): This table employs a two-stage least squares regression. The first stage uses Negative606Impact as the
instrument for DisclosureTimeliness, given the relevance restriction denoted in tests of Hypothesis 1. The first
stage then outputs fitted values for DisclosureTimeliness, called Timeliness_Fitted. These fitted values are then
used in the second stage, depicted in this table. The first stage model is equivalent to the model used in Tables 5
and 6. The dependent variable in column (1) is AnalystDispersion, or the standard deviation of analyst forecasts
scaled by stock price. Column (2) uses the absolute value of analyst forecast accuracy, AbsAFE, the absolute
value of the median analyst forecast error, as a dependent variable. Each specification includes SIC 2-digit
industry fixed effects. Variables are defined in Appendix A. Robust t-statistics are in parenthesis, with statistical
significance denoted as ***p < 0.01, **p < 0.05, *p < 0.1
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We acknowledge limitations to our study. Our focus on firms with material ASC 606 effects 
enhances precision but limits generalizability. Our timeliness measure relies on word counts 
rather than qualitative assessments, and we do not directly examine investor reactions. 
However, prior research suggests that obfuscated or delayed disclosures can affect market 
efficiency. These limitations offer several directions for future work. Researchers could 
examine how SAB 74 timing influences stock price volatility, bid-ask spreads or institutional 
trading; study disclosures related to other standards (e.g. ASC 842); or compare US and 
international transition regimes. Future studies could also use textual analysis tools to assess 
the tone, clarity or specificity of transition disclosures and their effects on investor behavior. 
Overall, our findings underscore that when firms disclose mandated information, it can be as 
important as what they disclose. Regulators and standard setters should consider not only the 
content of transition guidance but also how timing discretion may introduce new forms of 
information asymmetry – even in contexts intended to promote transparency.
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Notes
1. Affected industries include software, construction, telecommunications and others.

2. These firms are removed if the bi-gram “full retrospective” is present more than the bi-gram 
“modified retrospective” in the section where ASC 606 adoption is discussed.

3. Our results are robust to capping the percentage to full disclosure at 100% if an intermediate quarter 
has more words than the final quarter (i.e. not making the distance adjustment) and to removing the 
truncation at 0.

4. In robustness tests, we use the mean analyst forecast to calculate AbsAFE. Inferences remain 
unchanged.

5. Including the standard deviation of net income does not qualitatively change our results.

6. None of the sample firms provided guidance for anything other than EPS for that quarter.

7. These are hand-collected indicator variables, all collected from the SAB 74 disclosure in the period 
immediately prior to adoption of ASC 606. ComparePoliciesDisclosure 5 1 if the firm compares old 
and new accounting policies. ImplementationStatusDisclosure 5 1 if the firm describes their status 
of the implementation of ASC 606. And QualitativeImpactDisclosure 5 1 if the firm gives a 
qualitative directional income statement effect (i.e. revenues will be accelerated) of ASC 606.

8. Testing against a sample of unaffected firms would require collection of DisclosureTimeliness for all 
unaffected firms. SEC guidance (Staff Accounting Bulletin Topic 11.M) explicitly states that 
registrants are required to disclose the anticipated effects of newly issued accounting standards unless 
the impact is not expected to be material. In practice, this means that firms with immaterial ASC 606 
effects frequently provide no SAB 74 disclosure at all or only generic boilerplate language such as “the 
standard is not expected to have a material impact.” As such, the disclosures for these nonaffected firms 
would lack meaningful variation and would provide little to no insight into our tests of Hypothesis 1.

9. We employ PSM as a robustness test rather than as our main test to maintain statistical power and 
ensure a more representative sample.

10. DisclosureTimeliness can be visualized as the area under this curve for each firm. Figure 1 shows the 
median firms’ percentage full disclosure over the six quarters in the measurement period.
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11. Both Treat and ASC606ImpactMagnitude are 0 for control firms and strictly positive for treated 
firms, meaning that Post can be interpreted as the impact for untreated firms in the final quarter and 
the interaction term signifies additional forecast error for treated firms.

12. ASC606ImpactMagnitude is set to 0 for control firms. Since the treatment is continuous, we use an 
OLS regression in this model.

13. In an untabulated analysis, we run a similar test using signed forecast errors as the dependent variable. 
We find consistent results, indicating that analysts fail to fully incorporate the effect of the new 
standard on earnings.

14. Untabulated results are available upon request. All results are qualitatively similar to the results 
presented and provide confidence that our findings are not an artifact of our decision to use ordinary 
least squares as the primary estimation method.

Supplementary material
The supplementary material for this article can be found online.
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