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Expulsion and bankruptcy have caused great loss to individual and society. Thus, the
accurate prediction of the bankruptey is required.

This study has the following purposes. First, this study tries to find auditor’s
prediction accuracy difference between expulsed firms and bankrupt firms. Second, this
study tries to examine financial ratio differences among expulsed firms, bankrupt firms
and going firms. Prediction models are derived from financial ratios that show significant
difference among those firms. Third, this study tries to verify prediction accuracy between
auditors and models.

This results of this study are as follows:

First, auditor’'s bankruptcy prediction accuracy is significantly higher than their
expulsed prediction accuracy.

Second, financial ratios that show significant difference between expulsed firms and
going firms are net profits on sales. current ratio, total capital turnover and total capital
ordinary income ratio. Financial ratios that show significant difference between bankrupt
firms and going firms are net profits on sales and total capita ordinary income ratio.
Financial ratios that show significant difference between expulsed firms and bankrupt

firms are current ratio and quick ratio.
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Third, model’s bankruptcy prediction accuracy is significantly higher than auditor’s
bankruptey prediction accuracy. In addition to this, model’s expulsion prediction accuracy
is significantly higher than auditor’s expulsion prediction accuracy.

The result of this study implies that compulsive and inconsistant expulsion of firms
reduce auditor’s predictability. Again, the impairment of auditor’s predictability may
reduce reliability of accounting information. In conclusion, firms need to be expulsed not

by the outside political authorities but by the natural principles of market economy.
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