	TABLE A1: Earnings quality for private subsidiary firms versus standalone firms (Full sample using alternative proxies for earnings quality)

	
	(1)
	(2)

	VARIABLES
	ADWCA
	ABSDR

	
	
	

	Subs
	0.004***
	0.007***

	
	(0.001)
	(0.002)

	Capneed
	0.000***
	0.000***

	
	(0.000)
	(0.000)

	Size
	-0.004***
	-0.007***

	
	(0.000)
	(0.000)

	ROE
	-0.000***
	0.000***

	
	(0.000)
	(0.000)

	Loss
	0.001***
	-0.001***

	
	(0.000)
	(0.000)

	Std_ROA
	0.000***
	-0.000***

	
	(0.000)
	(0.000)

	Lev
	-0.019***
	-0.002

	
	(0.002)
	(0.003)

	Growth
	0.007***
	0.016***

	
	(0.002)
	(0.003)

	Inv
	-0.010***
	-0.025***

	
	(0.002)
	(0.004)

	Year FE
	Yes
	Yes

	Industry FE
	Yes
	Yes

	Constant
	0.055***
	0.135***

	
	(0.003)
	(0.003)

	Observations
	48,179
	68,419

	R-squared
	0.110
	0.123

	[bookmark: _GoBack]ADWCA denotes absolute discretionary working capital accruals; ABSDR denotes absolute value of discretionary revenues (explained in detail in the next page). Subs is an indicator variable for private subsidiary firms. Please see Appendix A in the manuscript for detailed variable definitions. All continuous variables are winsorized at the 1st and 99th percentiles. The symbol ***, ** and * denote significance at 1, 5 and 10 percent levels, respectively. Robust standard errors (clustered at the firm level) are reported in the parentheses. 
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Modified cross-sectional Dechow-Dichev Model
ADWCA is based on modified cross-sectional Dechow-Dichev Model (See Dechow & Dichev (2002); Francis et al., (2005) and McNichols (2002). We also control for negative cash flows in this particular model (Ball and Shivakumar, 2006; Givoly et al., 2010). We estimate the following equation across all industry-year combinations with at least 10 observations.

										(A1)
where:
WCA=Working capital accruals measured as (ΔNon-cash current assets- ΔCurrent liabilities)- for firm i in year t, scaled by lagged total assets;
OCF= cash flow from operations, calculated as the sum of net income and depreciation minus WCA, scaled by lagged total assets;
∆Rev= Change in sales revenue scaled by lagged total assets;
PPE= Plant, property and equipment, scaled by lagged total assets
DOCF= dummy variable for negative cash flows
The error term in equation (A1) is used as the proxy for accruals and earnings quality since it captures the extent to which accruals map into cash flow realization and that cannot be explained by change in sales revenue and level of plant, property and equipment. We use the absolute value of the residual in equation (A1) a proxy for earnings quality (ADWCA). Higher value of ADWCA means lesser earnings quality.
Discretionary Revenue Model
	Our next proxy for earnings quality is discretionary revenue model based on McNichols & Stubben (2008) and Stubben (2010). We run the following equation for each industry-year with minimum 10 observations:
									(A2)
where:
ΔAR=Annual change in accounts receivable for firm i in year t, scaled by lagged total assets;
ΔRev = Annual change in sales revenue, scaled by lagged total assets;
Our measure of earnings quality is the residual from equation (A2). We use the absolute value of the residual in equation (A2) a proxy for earnings quality (ABSDR). Higher value of ABSDR indicates lesser earnings quality. Since all the four measures of earnings quality are highly correlated, we reported only two measures in the manuscript. Inferences remain the same if we use the methods explained here.
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