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A.1 Additional Tables

Table A.1: Testing for earlier signals in the tax footnote - Regression Results of
T1

|∆ETR|
(1) (2)

∆TFN(t−4) 0.0049
(0.0112)

∆TFN(t−5) 0.0174
(0.0123)

LLEN 0.0282 ∗∗∗ 0.0291 ∗∗∗

(0.0035) (0.0037)
NOL 0.0374 ∗∗∗ 0.0465 ∗∗∗

(0.0076) (0.0077)
PPE 0.0145 ∗ 0.0120

(0.0087) (0.0093)
INT 0.0563 ∗∗∗ 0.0518 ∗∗∗

(0.0174) (0.0177)
LSIZE −0.0054 ∗∗∗ −0.0049 ∗∗∗

(0.0008) (0.0009)
ROA −0.0671 ∗∗∗ −0.0706 ∗∗∗

(0.0144) (0.0145)
RD 0.0478 ∗∗ 0.0372

(0.0241) (0.0236)
Firm Fixed Effects YES YES
Year Fixed Effects YES YES
Num. obs. 7348 6558
R2 0.0664 0.0755
Adj. R2 0.0605 0.0691

Table A.1 repeats Equation 5 with k in [4, 5] to test for earlier signals in t − 4 and t − 5. Statistical
significance at the 1%, 5%, and 10% levels is indicated by ***, **, and *, respectively.
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Table A.2: Testing for Earlier Signals in the Tax Footnote - Regression Results of
H1

|∆ETR|
(1) (2)

∆TFN(t−4)×POS 0.0242 ∗

(0.0132)
∆TFN(t−4)×NEG 0.0065

(0.0132)
∆TFN(t−5)×POS 0.0451

(0.0250)
∆TFN(t−5)×NEG 0.0152

(0.0134)
Industry Fixed Effects YES YES
Year Fixed Effects YES YES
Controls YES YES
Num. obs. 7348 6558
R2 0.0669 0.0769
Adj. R2 0.0609 0.0704

Table A.2 repeats Equation 6 with k in [4, 5] to test for earlier signals in t−4 and t−5. Statistical
significance at the 1%, 5%, and 10% levels is indicated by ***, **, and *, respectively.
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Table A.3: Inclusion of All Lagged Values of ∆TFN in One Regression - Regres-
sion Results of T1

|∆ETR|
(1)

∆TFNt β0 0.0235 ∗∗

(0.0119)
∆TFN(t−1) β1 0.0339 ∗∗∗

(0.0108)
∆TFN(t−2) β2 −0.0012

(0.0104)
∆TFN(t−3) β3 0.0023

(0.0104)
LLEN 0.0282 ∗∗∗

(0.0037)
NOL 0.0433 ∗∗

(0.0169)
PPE 0.0061

(0.0083)
INT 0.0493 ∗∗∗

(0.0156)
LSIZE −0.0054 ∗∗∗

(0.0008)
ROA −0.0703 ∗∗∗

(0.0147)
RD 0.0552 ∗∗

(0.0222)
Firm Fixed Effects YES
Year Fixed Effects YES
Num. obs. 7465
R2 0.0707
Adj. R2 0.0644

Table A.3 repeats Equation 5 including ∆TFNi,(t−k) with k in [0, 3] all in one regression. Statis-
tical significance at the 1%, 5%, and 10% levels is indicated by ***, **, and *, respectively. Coefficients
β0 to β3 correspond to Equation 5.
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Table A.4: Inclusion of All Lagged Values of ∆TFN in one Regression - Regression
Results of H1

|∆ETR|
(1)

∆TFNt×POS β0 0.0402 ∗∗

(0.0183)
∆TFNt×NEG β4 0.0258

(0.0157)
∆TFN(t−1)×POS β1 0.0537 ∗∗∗

(0.0173)
∆TFN(t−1)×NEG β5 0.0292 ∗

(0.0152)
∆TFN(t−2)×POS β2 0.0190

(0.0158)
∆TFN(t−2)×NEG β6 −0.0070

(0.0150)
∆TFN(t−3)×POS β3 −0.0033

(0.0160)
∆TFN(t−3)×NEG β7 0.0162

(0.0135)
Firm Fixed Effects YES
Year Fixed Effects YES
Num. obs. 7465
R2 0.0738
Adj. R2 0.0670

Table A.4 repeats Equation 6 including interaction terms with ∆TFNi,(t−k) with k in [0, 3] all
in one regression. Statistical significance at the 1%, 5%, and 10% levels is indicated by ***, **, and
*, respectively. Coefficients β0 to β7 correspond to Equation 6.
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Table A.5: Inclusion of All Variables ∆TOPICUP in One Regression - Regression
Results of H2

|∆ETR|
(1) (2) (3) (4)

∆TOPICTA
t ×POS 0.0007 ∗∗

(0.0003)

∆TOPICAU
t ×POS 0.0007

(0.0005)

∆TOPICCS
t ×POS 0.0019 ∗∗∗

(0.0007)

∆TOPICLL
t ×POS −0.0005 ∗∗

(0.0003)

∆TOPICTA
t ×NEG 0.0002

(0.0003)

∆TOPICAU
t ×NEG −0.0000

(0.0004)

∆TOPICCS
t ×NEG 0.0003

(0.0004)

∆TOPICLL
t ×NEG −0.0001

(0.0002)

∆TOPICTA
(t−1)

×POS 0.0012 ∗∗∗

(0.0004)

∆TOPICAU
(t−1)

×POS 0.0005

(0.0005)

∆TOPICCS
(t−1)

×POS 0.0010

(0.0009)

∆TOPICLL
(t−1)

×POS −0.0001

(0.0003)

∆TOPICTA
(t−1)

×NEG 0.0002

(0.0003)

∆TOPICAU
(t−1)

×NEG 0.0003

(0.0005)

∆TOPICCS
(t−1)

×NEG −0.0003

(0.0004)

∆TOPICLL
(t−1)

×NEG 0.0005 ∗∗∗

(0.0002)

∆TOPICTA
(t−2)

×POS 0.0001

(0.0004)

∆TOPICAU
(t−2)

×POS 0.0013 ∗∗

(0.0006)

∆TOPICCS
(t−2)

×POS 0.0014 ∗∗

(0.0007)

∆TOPICLL
(t−2)

×POS −0.0003

(0.0002)

∆TOPICTA
(t−2)

×NEG 0.0004

(0.0003)

∆TOPICAU
(t−2)

×NEG −0.0006

(0.0004)

∆TOPICCS
(t−2)

×NEG 0.0001

(0.0005)

∆TOPICLL
(t−2)

×NEG −0.0003

(0.0002)

∆TOPICTA
(t−3)

×POS 0.0008 ∗∗

(0.0003)

∆TOPICAU
(t−3)

×POS −0.0007

(0.0006)

∆TOPICCS
(t−3)

×POS −0.0005

(0.0005)

∆TOPICLL
(t−3)

×POS −0.0001

(0.0002)

∆TOPICTA
(t−3)

×NEG −0.0001

(0.0003)

∆TOPICAU
(t−3)

×NEG 0.0005

(0.0005)

∆TOPICCS
(t−3)

×NEG −0.0001

(0.0006)

∆TOPICLL
(t−3)

×NEG 0.0002

(0.0002)

Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14998 11810 9444 7511

R2 0.0627 0.0693 0.0695 0.0688

Adj. R2 0.0591 0.0649 0.0640 0.0620
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Table A.5 repeats Equation 8 including all underlying processes UP ∆TOPICUP
i,(t−k) with k in

[0, 3] all in one regression. Statistical significance at the 1%, 5%, and 10% levels is indicated by ***,
**, and *, respectively.

Table A.6: Inclusion of the Baseline Effects POS and NEG - Regression Results
of H1

|∆ETR|
(1) (2) (3) (4)

POS 0.0935 ∗∗∗ 0.0826 ∗∗∗ 0.0765 ∗∗∗ 0.0790 ∗∗∗

(0.0027) (0.0032) (0.0034) (0.0049)
NEG 0.0845 ∗∗∗ 0.0794 ∗∗∗ 0.0749 ∗∗∗ 0.0762 ∗∗∗

(0.0026) (0.0030) (0.0032) (0.0056)
∆TFNt×POS β0 0.0311 ∗∗∗

(0.0118)
∆TFNt×NEG β4 0.0252 ∗∗

(0.0102)
∆TFN(t−1)×POS β1 0.0636 ∗∗∗

(0.0134)
∆TFN(t−1)×NEG β5 0.0184 ∗

(0.0097)
∆TFN(t−2)×POS β2 0.0329 ∗∗

(0.0135)
∆TFN(t−2)×NEG β6 0.0001

(0.0109)
∆TFN(t−3)×POS β3 0.0209 ∗∗∗

(0.0065)
∆TFN(t−3)×NEG β7 0.0140

(0.0228)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14998 11810 9444 8247
R2 0.0875 0.0878 0.0819 0.0798
Adj. R2 0.0842 0.0838 0.0770 0.0742

Table A.6 replicates Table 6 as derived from Equation 6 but includes POS and NEG in addition
to the interaction terms with POS and NEG. Statistical significance at the 1%, 5%, and 10% levels
is indicated by ***, **, and *, respectively.
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Table A.7: Avoidance of a Small Baseline Group: Include Unchanged ETRs in
POS - Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.0385 ∗∗∗

(0.0099)
∆TFNt×NEG β4 0.0156 ∗

(0.0093)
∆TFN(t−1)×POS β1 0.0546 ∗∗∗

(0.0108)
∆TFN(t−1)×NEG β5 0.0171 ∗

(0.0090)
∆TFN(t−2)×POS β2 0.0290 ∗∗

(0.0113)
∆TFN(t−2)×NEG β6 0.0011

(0.0099)
∆TFN(t−3)×POS β3 0.0217 ∗

(0.0122)
∆TFN(t−3)×NEG β7 0.0122

(0.0117)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14998 11810 9444 8247
R2 0.0608 0.0673 0.0676 0.0668
Adj. R2 0.0576 0.0633 0.0627 0.0613

Table A.7 repeats Equation 6 with an alternative specification of POS and NEG. Specifically,
POSi,t (NEGi,t) is set to one if ∆ETRi,t ≥ 0 (∆ETRi,t < 0), zero otherwise. Hence, unchanged
ETRs are included in the group with POS = 1. Statistical significance at the 1%, 5%, and 10% levels
is indicated by ***, **, and *, respectively. Coefficients β0 to β7 correspond to Equation 6.
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Table A.8: Avoidance of a Small Baseline Group: Drop firm-years with
∆ETR = 0 - Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.0312 ∗∗∗

(0.0118)
∆TFNt×NEG β4 0.0252 ∗∗

(0.0102)
∆TFN(t−1)×POS β1 0.0636 ∗∗∗

(0.0134)
∆TFN(t−1)×NEG β5 0.0185 ∗

(0.0097)
∆TFN(t−2)×POS β2 0.0380 ∗∗∗

(0.0116)
∆TFN(t−2)×NEG β6 −0.0035

(0.0099)
∆TFN(t−3)×POS β3 0.0287 ∗∗

(0.0124)
∆TFN(t−3)×NEG β7 0.0077

(0.0117)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14635 11587 9297 8134
R2 0.0760 0.0795 0.0742 0.0730
Adj. R2 0.0727 0.0754 0.0693 0.0675

Table A.8 repeats Equation 6 after dropping firm-years with ∆ETRi,t = 0. Statistical significance
at the 1%, 5%, and 10% levels is indicated by ***, **, and *, respectively. Coefficients β0 to β7

correspond to Equation 6.
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Table A.9: Tobit- Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.0894 ∗∗∗

(0.0098)
∆TFNt×NEG β4 0.0396 ∗∗∗

(0.0094)
∆TFN(t−1)×POS β1 0.0983 ∗∗∗

(0.0104)
∆TFN(t−1)×NEG β5 0.0367 ∗∗∗

(0.0101)
∆TFN(t−2)×POS β2 0.0565 ∗∗∗

(0.0111)
∆TFN(t−2)×NEG β6 0.0147

(0.0108)
∆TFN(t−3)×POS β3 0.0440 ∗∗∗

(0.0117)
∆TFN(t−3)×NEG β7 0.0235 ∗∗

(0.0114)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Log Likelihood 13863.6109 11705.4540 9753.9847 8563.1588
DF 29943 23568 18837 16444
Num. obs. 14998 11810 9444 8247

Table A.9 repeats Equation 6 using the Tobit Model. Statistical significance at the 1%, 5%, and
10% levels is indicated by ***, **, and *, respectively. Coefficients β0 to β7 correspond to Equation 6.
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Table A.10: Exclusion of Loss Firms - Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.0159
(0.0099)

∆TFNt×NEG β4 0.0182 ∗∗

(0.0088)
∆TFN(t−1)×POS β1 0.0298 ∗∗∗

(0.0102)
∆TFN(t−1)×NEG β5 0.0334 ∗∗∗

(0.0095)
∆TFN(t−2)×POS β2 0.0130

(0.0120)
∆TFN(t−2)×NEG β6 0.0091

(0.0093)
∆TFN(t−3)×POS β3 −0.0049

(0.0112)
∆TFN(t−3)×NEG β7 0.0048

(0.0096)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 6695 5535 4590 4103
R2 0.1013 0.1090 0.1068 0.1143
Adj. R2 0.0944 0.1008 0.0971 0.1038

Table A.9 repeats Equation 6 excluding loss firms (firms that experienced negative income before
taxes at least once in our observation period). Statistical significance at the 1%, 5%, and 10% levels
is indicated by ***, **, and *, respectively. Coefficients β0 to β7 correspond to Equation 6.
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Table A.11: Exclusion of TCJA-period- Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.0856 ∗∗∗

(0.0110)
∆TFNt×NEG β4 0.0237 ∗∗

(0.0099)
∆TFN(t−1)×POS β1 0.0963 ∗∗∗

(0.0121)
∆TFN(t−1)×NEG β5 0.0197 ∗∗

(0.0094)
∆TFN(t−2)×POS β2 0.0532 ∗∗∗

(0.0120)
∆TFN(t−2)×NEG β6 0.0017

(0.0096)
∆TFN(t−3)×POS β3 0.0436 ∗∗∗

(0.0128)
∆TFN(t−3)×NEG β7 0.0109

(0.0117)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 13185 10290 8161 7074
R2 0.0620 0.0675 0.0620 0.0598
Adj. R2 0.0585 0.0631 0.0566 0.0536

Table A.11 repeats Equation 6 excluding 2017 and 2018 (TCJA period). Statistical significance
at the 1%, 5%, and 10% levels is indicated by ***, **, and *, respectively. Coefficients β0 to β7

correspond to Equation 6.
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Table A.12: Exclusion of Years prior 2009- Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.1034 ∗∗∗

(0.0160)
∆TFNt×NEG β4 0.0686 ∗∗∗

(0.0143)
∆TFN(t−1)×POS β1 0.1202 ∗∗∗

(0.0183)
∆TFN(t−1)×NEG β5 0.0636 ∗∗∗

(0.0139)
∆TFN(t−2)×POS β2 0.0341 ∗∗

(0.0173)
∆TFN(t−2)×NEG β6 0.0206

(0.0160)
∆TFN(t−3)×POS β3 −0.0024

(0.0212)
∆TFN(t−3)×NEG β7 0.0337

(0.0234)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 10531 7832 5911 4865
R2 0.0611 0.0718 0.0681 0.0825
Adj. R2 0.0573 0.0669 0.0618 0.0747

Table A.12 repeats Equation 6 excluding the years prior 2009. Statistical significance at the 1%,
5%, and 10% levels is indicated by ***, **, and *, respectively. Coefficients β0 to β7 correspond to
Equation 6.
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Table A.13: Cash ETR- Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.0671 ∗∗∗

(0.0132)
∆TFNt×NEG β4 0.0155

(0.0126)
∆TFN(t−1)×POS β1 0.0781 ∗∗∗

(0.0148)
∆TFN(t−1)×NEG β5 0.0278 ∗∗

(0.0138)
∆TFN(t−2)×POS β2 0.0692 ∗∗∗

(0.0162)
∆TFN(t−2)×NEG β6 0.0036

(0.0150)
∆TFN(t−3)×POS β3 0.0623 ∗∗∗

(0.0185)
∆TFN(t−3)×NEG β7 −0.0028

(0.0154)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 15647 12260 9720 8426
R2 0.0255 0.0348 0.0430 0.0446
Adj. R2 0.0224 0.0309 0.0382 0.0391

Table A.13 repeats Equation 6 using the absolute value of Cash ETR as the dependent variable.
Statistical significance at the 1%, 5%, and 10% levels is indicated by ***, **, and *, respectively.
Coefficients β0 to β7 correspond to Equation 6.
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Table A.14: Ratio of ∆TFN over ∆10K - Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

R∆TFNt×POS β0 −0.0000
(0.0000)

R∆TFNt×NEG β4 0.0000
(0.0000)

R∆TFN(t−1)×POS β1 0.0000
(0.0000)

R∆TFN(t−1)×NEG β5 0.0001 ∗∗∗

(0.0000)
R∆TFN(t−2)×POS β2 −0.0000

(0.0000)
R∆TFN(t−2)×NEG β6 −0.0000

(0.0000)
R∆TFN(t−3)×POS β3 −0.0000

(0.0000)
R∆TFN(t−3)×NEG β7 0.0000

(0.0000)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 6694 5534 4589 4102
R2 0.1012 0.1090 0.1068 0.1145
Adj. R2 0.0943 0.1009 0.0972 0.1041

Table A.14 repeats Equation 6 when replacing ∆TFN with the ratio R∆TFN computed as
∆TFN over ∆10K. Statistical significance at the 1%, 5%, and 10% levels is indicated by ***, **, and
*, respectively. Coefficients β0 to β7 correspond to Equation 6.

14



Table A.15: Modifications of 10-Ks Outside the Tax Footnote - Regression Results
of H1

|∆ETR|
(1) (2) (3) (4)

∆10Kt×POS β0 0.1489 ∗

(0.0789)
∆10Kt×NEG β4 0.1983 ∗∗∗

(0.0728)
∆10K(t−1)×POS β1 0.1070 ∗

(0.0642)
∆10K(t−1)×NEG β5 0.0243

(0.0290)
∆10K(t−2)×POS β2 −0.0221

(0.0227)
∆10K(t−2)×NEG β6 −0.0061

(0.0221)
∆10K(t−3)×POS β3 0.0111

(0.0299)
∆10K(t−3)×NEG β7 −0.0130

(0.0151)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 6694 6247 5326 4853
R2 0.1023 0.1033 0.1036 0.1088
Adj. R2 0.0954 0.0961 0.0953 0.0999

Table A.15 repeats Equation 6 when replacing ∆TFN with ∆10K (∆10K is computed by exclud-
ing the tax footnote). Statistical significance at the 1%, 5%, and 10% levels is indicated by ***, **,
and *, respectively. Coefficients β0 to β7 correspond to Equation 6.
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Table A.16: Control for Modifications of 10-K- Regression Results of H1

|∆ETR|
(1) (2) (3) (4)

∆TFNt×POS β0 0.0617 ∗∗∗

(0.0115)
∆TFNt×NEG β4 0.0272 ∗∗∗

(0.0099)
∆TFN(t−1)×POS β1 0.0776 ∗∗∗

(0.0126)
∆TFN(t−1)×NEG β5 0.0229 ∗∗

(0.0103)
∆TFN(t−2)×POS β2 0.0403 ∗∗∗

(0.0127)
∆TFN(t−2)×NEG β6 0.0003

(0.0103)
∆TFN(t−3)×POS β3 0.0171

(0.0131)
∆TFN(t−3)×NEG β7 0.0156

(0.0124)
∆10Kt×POS 0.2732 ∗∗∗

(0.0811)
∆10Kt×NEG 0.0612

(0.0588)
∆10K(t−1)×POS 0.2136 ∗∗∗

(0.0737)
∆10K(t−1)×NEG 0.1404

(0.1026)
∆10K(t−2)×POS 0.2197 ∗∗

(0.1051)
∆10K(t−2)×NEG 0.1822 ∗

(0.0946)
∆10K(t−3)×POS 0.4263 ∗∗∗

(0.1182)
∆10K(t−3)×NEG 0.1392

(0.0874)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14997 11809 9443 8245
R2 0.0651 0.0722 0.0702 0.0711
Adj. R2 0.0618 0.0680 0.0651 0.0654

Table A.16 repeats Equation 6 when including ∆10K and the corresponding lagged values as
control variables. Statistical significance at the 1%, 5%, and 10% levels is indicated by ***, **, and
*, respectively. Coefficients β0 to β7 correspond to Equation 6.
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Table A.17: Asymmetric Timeliness Conditional on Underlying Processes Focus-
ing only on Single Words (not Technical Terms) - Regression Results of H2

PANEL B: Tax Audits

|∆ETR|
(1) (2) (3) (4)

∆TOPICt×POS β0 0.0019 ∗∗

(0.0008)
∆TOPICt×NEG β4 −0.0001

(0.0007)
∆TOPIC(t−1)×POS β1 0.0028 ∗∗∗

(0.0008)
∆TOPIC(t−1)×NEG β5 −0.0003

(0.0007)
∆TOPIC(t−2)×POS β2 0.0025 ∗∗∗

(0.0009)
∆TOPIC(t−2)×NEG β6 −0.0008

(0.0007)
∆TOPIC(t−3)×POS β3 0.0003

(0.0009)
∆TOPIC(t−3)×NEG β7 0.0002

(0.0008)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14998 11810 9444 8247
R2 0.0602 0.0662 0.0680 0.0664
Adj. R2 0.0570 0.0622 0.0632 0.0609

PANEL C: Capital Structure

|∆ETR|
(1) (2) (3) (4)

∆TOPICt×POS β0 0.0026 ∗∗∗

(0.0006)
∆TOPICt×NEG β4 0.0003

(0.0004)
∆TOPIC(t−1)×POS β1 0.0020 ∗∗

(0.0009)
∆TOPIC(t−1)×NEG β5 0.0001

(0.0004)
∆TOPIC(t−2)×POS β2 0.0018 ∗∗∗

(0.0006)
∆TOPIC(t−2)×NEG β6 0.0000

(0.0004)
∆TOPIC(t−3)×POS β3 0.0001

(0.0005)
∆TOPIC(t−3)×NEG β7 0.0000

(0.0005)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14998 11810 9444 8247
R2 0.0617 0.0667 0.0681 0.0664
Adj. R2 0.0585 0.0627 0.0632 0.0609
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PANEL D: Legislation&Litigation

|∆ETR|
(1) (2) (3) (4)

∆TOPICt×POS β0 0.0009 ∗

(0.0005)
∆TOPICt×NEG β4 0.0004

(0.0004)
∆TOPIC(t−1)×POS β1 0.0014 ∗∗∗

(0.0005)
∆TOPIC(t−1)×NEG β5 0.0009 ∗∗

(0.0004)
∆TOPIC(t−2)×POS β2 0.0007

(0.0005)
∆TOPIC(t−2)×NEG β6 −0.0005

(0.0005)
∆TOPIC(t−3)×POS β3 0.0000

(0.0007)
∆TOPIC(t−3)×NEG β7 0.0005

(0.0006)
Industry Fixed Effects YES YES YES YES
Year Fixed Effects YES YES YES YES
Controls YES YES YES YES
Num. obs. 14998 11810 9444 8247
R2 0.0600 0.0656 0.0671 0.0665
Adj. R2 0.0568 0.0617 0.0622 0.0610

Table A.17 repeats Equation 8 after dropping all (multiple word) technical terms from the word

lists for tax audits, capital structure changes and legislation&litigation when calculating ∆TOPICUP
i,t .

Statistical significance at the 1%, 5%, and 10% levels is indicated by ***, **, and *, respectively.
Coefficients β0 to β7 correspond to Equation 8.

A.2 Tax Footnote Examples

A.2.1 General

Below, we show three examples of tax footnotes and corresponding ∆TFN . Note
that our measure of ∆TFN includes all qualitative and quantitative information
in the tax footnote. However, changes in the numbers are not measured as a
modification, e.g., a change in the number of total deferred tax assets does not lead
to an increase in ∆TFN . However, if additional explanations or numbers/tables
are added, ∆TFN will increase.

A.2.2 Low Modification Score

In the following, we show the tax footnotes of the firm with CIK 9326 with closing
dates 2014-12-31 and 2015-12-31. ∆TFN in 2015 (i.e., the modification between
2014 and 2015) is near zero.
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Figure A.1: Tax Footnote: CIK 9326, Closing Date: 2014-12-31
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Figure A.2: Tax Footnote: CIK 9326, Closing Date: 2015-12-31

A.2.3 Average Modification Score

In the following, we show the tax footnotes of the firm with CIK 835324 with
closing dates 2013-12-31 and 2014-12-31. ∆TFN in 2014 (i.e., the modification

20



between 2013 and 2014) is 0.098 (near the mean of ∆TFN according to Table 4).
Note that in 2014, the firm inserted several sentences about ”A valuation al-
lowance [...]”, ”Realization of deferred tax assets” and a completed tax authority
examination (”During the second quarter of 2014 [...]”).

Figure A.3: Tax Footnote: CIK 835324, Closing Date: 2013-12-31
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Figure A.4: Tax Footnote: CIK 835324, Closing Date: 2014-12-31
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A.2.4 High Modification Score

In the following, we show the tax footnotes of the firm with CIK 1527590 with
closing dates 2015-12-31 and 2016-12-31. ∆TFN in 2016 (i.e., the modification
between 2015 and 2016) is 0.597. Note that the firm was part of a merger in
2016 and discusses the changes in the tax footnote (”we were designated as the
accounting acquirer in the merger transaction with ZAIS Financial. The financial
information presented herein reflects our historical tax information in combination
with the tax assets and liabilities of ZAIS Financial as of October 31, 2016”.)
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Figure A.5: Tax Footnote: CIK 1527590, Closing Date: 2015-12-31
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Figure A.6: Tax Footnote: CIK 1527590, Closing Date: 2016-12-31
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A.3 Sample Selection

Table A.18: Detailed Sample Selection Process

Textual 10-K Download Data 165,876
TFN cannot be extracted -50,284
Drop TFN with LEN >2,000 -3,873
Final Number of TFN 111,719
Calculate ∆TFN 83,526
Drop TFN with ∆TFN >0.7 -1,218
Non-missing values for ∆TFN 82,308
Drop observations with Negative Income Before Taxes1 -44,313

37,995
Complete set of non-missing values for ∆TFN and ETR 33,521
Complete set of non-missing values for ∆TFN and ∆ETR 29,699
Complete set of non-missing values for ∆TFN , ∆ETR, and control variables 14,998

1Note that we remove ∆TFNt in the case of IBTt−1 < 0 since ∆TFNt measures the modi-
fication between t− 1 (loss year, should be excluded) and t.

29


