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GuIA AZW I F A1 AGAE T BA A2
z 1

2 Hote Abaol @ Al7x xﬂzfz}fﬂ] el ZEARRIe Al A&
AL A foll = AAAFA RS
Z A3ge] w2 AFARZE AT wols " REAY o] &5 ‘; %ip_z | &6& HEel
ZAEEATE o] &3 AAEA R A Edt o gtk ©® W A7 ?ﬁ l % l wa} Z]Ake] ZRaele] s =
oly H& e the 74 59 2t 1. AT Ak AFAE sEo|Are} AT ol A AIRT
oAt e Sl AP TE FYste LS TthEs rH*‘oPO% sk A9l 2. AT Ak
AFAZE 232 dEd SAF N gk AR 3t A 3. NG Ak AFAE o] Bt
At e SARMNGME dAlst slFE= d9 4. AT AL AFAR 24T ddd A<
A deov 24 #oste P

8) FHgH o] obd gAke] AFAR T A P = 20143 72 1Y o] F Al
AFAZ(QAATFAEE st AL A fole dAATAZE TIHE
ke AT7E A& E sk weba] AFEY 1,000919 o3 Hl*&%}ﬂ%ﬂ" 73%% 015»#
74 19 °|FHE A A AFARE SAAEALS A AZIEE st 19 FddFdS =

9) 2014 69 249, “x}4F 1,0009] ©]4 BTG, AFAE AZ 73, FLREAE.
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ARE 9 A BRI Aok wEkA] D Z1G 5l A 9] Y
oA AFAE S IARICNAl o EdteE B R A, AT V1] AFARE Al
AL A €] 8HA == o] &k RIS 2713 E (self —review threat)o] APAZ 02
e Zlolth o]} $A| RIS sl 7]l AFAE 2gT HAg S AA ] o
o A2 ot A9 AIFAE Aol Bag ALt e SA EAE dAl e 3, 1
g3 AFAE AT A FA A S AAHE deolv 2A ol Hofsts P9 Tk
A "= o] x3Eo] Sl

olsh o] 20149 ATAE A4 A7 475719
1

o 2RE AFAE 2l o
ll

rm rE r;

B AT 3L A
B0 5 92, BAG FF AA

o Aze SARRE B3E
web Ak A ATAEE

olg}
LS Saer] ol Aol A A E(ADA A )2 %&
8]
glo

)
[
o
Ho
e
Pl
o|\
)
%X,
o
o
=
N
QL
3R,
= |o
|0

27t = A sl A=

2 AARE AR L)l Az 201435 GG ol 2 A e = FAEG Fokxl 4F
ARl S8 It A7 8 F] - A RUEY ] S B AARAIRE B9 S
ol e FAREA FF 7R 8 o] 713tel| Bls| A2 AR odHn dE 50,
Caramanis and Lennox(2008)= 7HAFQ1S] ZRARAIZEo] F7lebd 9l7AL7 4 o] A A Q) o] 9 2%
o7t Aadve ASH SAS AN B ok mebs & AFe dA 9] =l 7] xsk
23} Zo] Y 7 (alternative hypothesis)e] FEZ 7Md S At & o]2]3t AFA o &AL
3 (empirical question)°l] w3l LolE 1A} S

7Hd  ZAF AR AFARE U ENDS A R o R AEetes gt S|A A A}

A4S FANE Aol

10) 20149 12€¥€ 10, “A2% AAE g AFAZ 2 gy, F7]olZxm].
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M. 9784 % =2 A4

DA™ = ay+ B.D2014,+ B.BIG4,+ BsAUDCH, + B,OPN;—,
+ B5SIZE, + BsLEV:+ 8:GRW; + BsCFO, + BoLOSS: + B10lagTA,
+ B1ISSUE, + SIND + 5YD + ¢ , A(1)

DAY = a,+ B,SUD2014, + 8-BIG4,+ B;AUDCH, + B,0PN;
+ BsSIZE, + B6LEV,+ B-GRW,+ BsCFO, + BsLOSS: + B1olagTA; -

+ B11ISSUE, +3IND +XYD + ¢ , 21(2)
o714, DA = tdx ROA A3HEAl AFH e Huigh(Kothari et al. 2005)

D2014 = td% AL A AFA R FEAEA LS AZ] Tt E 2014 0] 1,
o]A 7]zto]™ 091 T

SUD2014 = td% A} A AFARe] SEAELLS ] AZgFsrt @ Fg71deln
2014909 1, H]AA7|dolH 02l Tinjwg

BIG4 = td: Big 4 AIFHAIA 1, ohdd 0

AUDCH = tdx 721l mA7[geld 1, ofyd 0

OPN = t—19% A4 el zdeld 1, ol 0

SIZE =t—13% EZApibd] Az s HE

LEV = td% B8] & (=F5A/E24h

GRw = td% vEd JFE[=NEY &Y yFAh]

CFO =tdE JPYEFTBOIZFTAILE EF38

LOSS  =td% #HA 3 ol EHo] T Y|giold 1, o™ 0

lagTA =t—1d% TR [=(F7cl Y1 —LH AT T EF )/ FTAh-]

ISSUE = td= Ad% o] ZHEFe] 10% ° 571 71l 1, ofd® 0

SIND =44 gupEs

YD = A=Y g

€ = Zarg

= 47 AT HQ)lAM FAEE S vdele S5AFE 49 7138507 o]z
ol g o 3 shtol A2 LAY A (discretionary accruals ; DAX)olt}. o<l tia] & o



ZAL T(an) WFHEL ZSHMELE ME 2FEVE ZAER OXls I8 145

= APAT Z Kothari et al.(2005)2] W4 whe} 2A ettt 39 BAHASE 2(1)T 2(©2)
oA Zt7F D2014 B SUD2014 ®i<Fo|t. o] We] A ol= 7hAb A A FAIEe] S49] AlEo]
o) st 7Sl 2014dxolH 1, o] 7]Ztelw 09l "mWFR S8 o7|A
D2014 HFE Adxdo R 19 S 7 e 455 47199 20143 % A FA| Fola, EA]
Aoz 09 e /e A5 447149 20149 oA A E(A 2, IFRS7}F o 7= €
2011 ~2013)o]t}. =& SUD2014 W 4E %mq 2ol AgFdo R 19 & 7= AF
© 7199 20149 % AFAFE AT, FARTGORE 09 F2 T E e AAE A AFA
ol el obA o] F-srt HA] e w9 2014%15 AFA Folt} & B AFoM e &

AR dal BARTGSE F AFE vre] Addgy vaste HE

=
td 20149 =R E1 3787190 sl 7‘/‘? d H%ﬁﬂg—% F5E3 67
o] 9]

u_>arlr

A

li‘

(2011”‘ ~2013L4) = ‘HD* XiLJ} o}Z] u]E‘Q% v 2719 9 20143 =9} vl wahd g}
o] o]z Y= o @ AR o Fdrh whebA 2(1) B A Q)M #AWSF D2014 B
SUD2014= <Rl thafl 2l 5(—)9] A frol vebd Aoz Z[thdti( 8, < 0).
21(1) 2 2(2)e] BAMT dalM e dPdFo] wat Al dAdel JFS vx = Ao
2 Uehd WeES dAeth 53] E Ad7s #-RAT F LT F42(2007)9] RE A
= T&5to] FASE stk A1) AQ)ddA AEE sANTRE AAEE S UE
W AR TFE(BIG4), 71990A o]z 9 feleo] &2 AR mA| o] F(AUDCH), B 4%
FAteld o F(OPN) 1 SAH{H(ISSUE), E3 7|54 W2 717 E(SIZE), FAH&
(LEV), "lZ&9 A3 (GRW), 719475 Yelll= dJdFTTE(CFO)T A ST R
(LOSS), 12]a A A o] ¥k (reversal)S EAI5H7] 913 217] F2A < (lagTA) Solth 1 9]
T A Apol o} A A4 Gkl mE 178 A Ik(fixed effects)E FAISH7] 15kl AT
H|(ZIND)¢} AETH|(ZYD)E ZFA 0l F7t=2 adsisith. FAAS MY Foe 2(2)9
sictel] Bu® Altal 2ok mebd of7ixe BEAe] nE AR g dFoliE
ks A st}
WA BIG4= ZAHEAR S t&HFEA Big 4 AFHRICZTE S w2 3A ol
1, ofy¥ 0%l Tr|HFR S ﬂ&’ﬂ‘:} ZHARQL Tt E(auditor size)et A @A AN ito] HH
o that A FUe] MaATF 7hel thah xpo]E Ho] gt} o & Sol, Becker et al.(1998)
S AME A (Big 4)olA TARE-S B ZEA7Id o] At 3] A (non—Big 4)ell Al ZARE
A G ET A Gl 27|17 s Bastth 28y 3 A7E0)A = Big

il
3
o
o
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4 A1 non—Big 4 ZHARIZ ] FA1 o] g EAH Fol g 2ol & A K
o A7 o BdrthEZE ) & #2003 ; HF & 2005 ; A3 2005 5). AUDCHE 7HARS]
o] WAE 7IHEY ATl Hields JdA T °°1°1 =01 F7gtHDeFond and
Subramanyam 1998 ; W53} Z= 2007). Wb £ AFE ol & BAIHSR A1) 2(Q2)
of 2gstth OPNE 7199 AFAl x| A=A82 &4 1%‘ TR o g AT A
FATFECd = A7) vAY AAgAS e T]delH AFARY I H F Rz
o Zgsle] AekA wAdal FHAAdo] S Aoz 7|Nsld tiDavidson I et al. 2005).
5 3 F& A o APAFSoA = B 317] w2l
¥ o3& SIZE, LEV, GRW H4E g2 d EA89t}. WA SIZEE dWkz o g 7dF=r}
=

&
EE

T5 AT ol w7] WEel o]z f9S vE F Utk EE o] Hes Ry A
1A e AgE M-S (omitted variables)2] ™8] (proxy)E 1L# ¥ 7| = 3HTH(Becker et

al. 1998 ; Ashbaugh et al. 2003). LEVS] 7% DeFond and Jiambalvo(1994)= F-A|8]&o] =2
TE AFH ANE o] &sto] Huo| L ez dths AHE Budk vf gk 12y o
T dAFEAM e F e el AAAR] S(—)d WAV Udebde Eud A7l BT
(Becker et al. 1998 ; Ashbaugh et al. 2003 ; ¥F5% 2003 ; BHEL 2 24 2007 5). 18 A

ol A LEVS @4 el Thols EAE SAEC] Buso] gtk GRWE 4 gAte] o]e]z%
FA7t Aol =2 VAL E SURITE A2E g A3 uel Ao me

ATHEEA 2001 ; WL 3} 242 2007).

CFO 9 LOSSE 71947E BAl37] 913 = o AT52 719837 A4 2Ay
Azt AAZ FAIE U AASHATE dlE E°], Dechow et al.(1995) 2 DeFond and
Subramanyam(1998)2 FH AT F AFH DAY 2k 3(—)o] BAV e Bassith
T3 LOSSE 7199l HA s BA87] $lete] 2240 1883 th(Kasznik 1999 ; BFEY
I FEZ 2007). 183 lagTAE BB WHAEHRE FAls7] el g2 x3s13
(Ashbaugh et al. 2003 ; Becker et al. 1998 ). ISSUEE Ad %= thu] AHEFo] ¥Fo] 10% ©]
Bk 1, %A e Afold 09 fuHeR S AThEEL I F52 2007).
ISSUEE Teoh et al.(1998) 2 3 #3} MAX(1999) SollA] FA54S AA g 7|H 5L Tapat
EollAl v HE o] BA Kol7] §lgte oS A2 ditte ZHE B vt glo] o|&
SARTR a3t

il

2. B&e] A
B ATE 20119 5H 2014371A] A Aol 3 f715d8% 2 22983371Y, 2
23 20131 H 2014 =0 FEEA] 2 vAATIAE o2 e 21 S WA=
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(1) 384l &4 &2 714

(2) 129 AibE<

(3) NICE® 7Hg ¥.(5)¢] KISVALUEO|A A el Hadt AFAae] 447t 7Fsa 719
(4) FAAFE B 719

o5l Zo] 2014 EHEJo| B &, o]

AFAL =] thal A= NICE®S 714 2(5)2] KISVALUE Hlo|Eju]o] 22 HE] FE3le] B3}
o Ed 24 (@)l RS 2R e V1S RIitE Re JI])
Al

#ol AE el vE < 7] wEel EelA Alelstsith

Zo] o F3td 337 Qg 7] Hlw e < )
A} vl = ¥4 9] 2013»44 20149 % AFAEE HlmwEA o7 A o] &3}t
22 (H)ellA F5LS A3 o] fr= AFA RS &2, AFHEe J4 To] it Az
= Aolabr] Wi FEo HlmrtsA S AT 77 delth wE 24 ) FE 44
= gH37] Y8 Akgo|th. 27 (3)2 AE el Uigh Ao R, B AT AR Wy 7]
o]
AN
=)
i<}

ﬂllﬂ
)
jus)
El
e
=
2

B dAge 2 ieEdd gigk S8 A2 E sket o] A1) 2 AQ)0 A
el AAZ TGS AT HFE ALfsta YA A&Asl disiA e 2t ¥
el A 27 (winsorize) g & A3 Th 43717 201 1A 5E 20149714] A9 21 &
WEA7 = HERES 7199 73%’- 571070 714/ AAgolth. o]F 20149 % AP
AFEE ARE 1,43670 719/ 270l a, YA 2011 FE 20133741 & 4,27470 714
AR (ARGl 4, & P71?3PM H w5474 | Hg7199] 2013 d =9 2014%
Tol HEL 2863470 71/ A B 4

<& I>ole FEY HIYIIH B lé‘%oﬂ EH?'& A BXE JERT AR RE
NICEH 7 B(F)9] &7 71%011 upel B aﬁiﬂ}

<#E I>2 B¥, A7 Adyda 5A 3 A
FE9 75% olF= AA g B‘r%zi HE OM ZW o}h H| o] =& Ae Auagjo=
AT BF FE 10% o4, YA A2 10% ol 2 Vet vhdel, BAl w2
H 719 A 2o] 47.7%E 7Y B MESFR Ueya, theo] 7R 25.5%, )
2 AHE 122%E, AMHA9L 10%E, 183 YA A2 10% o= JeRgThID

rE

Heo] ¥2 AASA = EUAIRE KISVALUEY AW S8F 7|50 wal Azl gk
At AL T Fele) B Ay A Ao 24X 1% BxEo] 98-S golsqn) o) Ay
2o = 7154
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AMEFC SHZCH EMECR

Ao (AHEH 2014) (AHE, 2011~2013) (H|AHE 2013~2014)
Bl HIE (%) HlES HIE (%) BlES HIE (%)

Az 1,082 75.3% 3,208 75.1% 13,660 47.7%
AaA44 40 2.8% 119 2.8% 1,319 4.6%
Tof 2 Ay 119 8.3% 351 8.2% 3,498 12.2%
A 29 146 10.2% 450 10.5% 2,856 10.0%
7€ 49 3.4% 146 3.4% 7,301 25.5%
A 1,436 100.0% 4274 100.0% 28,634 100.0%

F) A2 FES NICEZ 7MY H(F)9 KISVALUES] 58 458 hiF 71ed uet 2573

o 1o}, BIG4(ZHATS]
TFE)9 HitE 05442 YeRY 37199 A9 Big 4 ARICA ZAREE B Fo] non—Big
4 7HApele] ARt 23 =A UEtth AUDCH(EAS! mAl)e] S 01448 AA R 5
14.4%7}F ZHAF1S A3 Ao 2 Yebyith, OPN(A 7] Bl A% 24Ake) )] Hit& 0.0022 4%
7199 FEAAA 0.2%7F A% ol9o] At g W o R UEuith
SIZECZ1G9TR)e Bid 945 247 25.789¢) 25.5020|t} & AA RIS FHehr] A
< 77} 933,116,203 42 118,918,727 7k o]tk LEV(FAH] )2 Hid 4=
0.422¢} 04192 e 712 T BT} 722 o] vl Zo] o #8kth GRW(HE Y
e HFH 955 2h2t 0.0459F 0.0258 Hito] FYFETE £ o 24 Jehdth o
7195 4A A0 & 7199 540l W AR=E Btk CFO(F9d=355)9
7 F4E 247 0.0499F 0.0472 ARG gk EQIth LOSS(EHA &4EA o )9

rr o I o,

fo Ml 0 oxX N By

=)
= ()
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0.399= vteh} FEAA FA 3dFet S4o] Aok dhiolgts WAE A-97F e 40%<
Ao & VeI LagTA(R7] TR N) ] A 45 424 —0.0237 —0.0212 et
B ()9 A gks BRItk ISSUE(RHEF©] 10% o] S71eh o)) & 02512
B §35AkE AAIgE 719 EEolA 14 FE=STh

AR EE2 (N=5710)

Vareble Y 7 EFIPS EZEA T e
| DA™ | 0.052 0.037 0.065 0.000 0.307
DA™ 0.000 0.000 0.070 —0.207 0.218
D2014 0.251 0 0.434 0 1
BIG4 0.544 1 0.497 0 1
AUDCH 0.144 0 0.351 0 1
OPN 0.002 0 0.042 0 1
SIZE 25.789 25.502 1.441 21.888 32.673
LEV 0.422 0.419 0.201 0.056 0.929
GRW 0.045 0.025 0.253 —0.726 1.114
CFO 0.049 0.047 0.094 —0.237 0.344
LOSS 0.399 0 0.094 0 1
lagTA —0.023 —0.021 0.099 —0.362 0.290
ISSUE 0.251 0 0.434 0 1

F1) W] Ho] 1 DA =pd % ROA AJ2HEA]l A2 By ee] Aol gh(Kothari et al. 2005) ; D2014=t
U A A ARA R SAAEALG 0 AZe]Fs7t @ 20149 %09 1, o] 7]|7ke]H 09l ¢
n|¥S; BIG4=tA % Big 4 AlFHACIH 1, o}lYH 0 ; AUDCH=tA= 7HAFQ1 wA|7]gelH 1, oy
W 0; OPN=t—1d % B84 ZHAtelold 1, ofUW 0 ; SIZE=t— 19 % FAel| A2 g2 #
3 LEV=tJd% BAu|&(=F2Q/2A40 ; GRW=t4% & AZE =&, —dEd,_ )/
Ak ] CFO=tA%E dPAFE 2 2E2Ae 2 BF3) ; LoSS=tdE A 34 o] £4o] &
AE 71909 1, oUW 0 ; lagTd=t— 1= FTAN[=(F7]Eold 1 —FFEFEE)/FAMN]
 ISSUE=tA% Ad % tiv] 2] 10% o] F7Fe 71¢deld 1, oh® 09

F2) 37871999l RA7IE 201107 E 20149704 ARS THSI Bud.

<i >ole AFHDEA A AFARE AES 437199 20149 %= )2 FAI (D

7199 20143 o] A7 BE ;2011 ~20139) 2 EARAR2HEAE7IF9] 201495 BE

5

of gk F8 W] Yt Hugh & 7 A ds} SAHE 2] AolH S AaE Husisl

~

g
of
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th Aol HFE Ao tiek t AT FHLE Hugdrt
(B 3 F2 #H4 ZHAo|HS
AL SHAEH SHECR Aol HE
(AR 2014) (AME, 2011~2013)] (H|AFEE 2014) AlSIRICH vg AlSIRICH vg
Varable | (\=1438) | (N=4274) | (N=13763) = rECH e
= i i t test t test
| DA™ | 0.050 0.052 0.075 | —0.002(—1.482) | —0.025(—16.846")
BIG4 0.518 0.566 0.159 | —0.048(—3.147"")| 0.359(24.480""")
AUDCH 0.166 0.137 0.133 0.029(2.613") 0.033(3.159")
OPN 0.004 0.001 0.071 0.003(1.409) —0.067(—25.236"")
SIZE 25.862 25.764 24.093 0.098(2.222") 1.769(45.810"7)
LEV 0.409 0.426 0.634 | —0.017(—2.743"")| —0.225(—35.856"")
GRW 0.010 0.057 0.046 | —0.047(—6.705"")| —0.036(—6.015"")
CFO 0.044 0.051 0.050 || —0.007(—2.338") | —0.006(—2.175")
LOSS 0.434 0.387 0.400 0.0047(3.096™) | 0.034(2.434™)
lagTA —0.041 —0.017 —0.023 || —0.024(—8.577"")| —0.018(—6.912"")
ISSUE 0.26 0.25 0.06 0.010(1.277) 0.200(17.666™"")
F1) W59 e <F 2>9 23
F2) S t A5 S Haugh ()% gk Aol AT & Aokl H ek gk A3 ghell vigk 2o
AsY.
+3) :J%ﬂ%i" AT 20149 ARE, ATl VIl 2011 FE 2013744] AR E, H]
A71geld 20143 % AEE Hud
T4y sk, wk w2 1%, 5%, 10% Tl 28-S JeEbd(FSH ).
<# 3>¢ AxE Bd, AP AAS H3 DA | DA )9 F#I BAH
@19 %S vlastd FAACE Fo3 zfol7t gle AR YEyTh v, AE e
| DAY | & BAIH 29 A9 f93 Zol7l e Ao Yepton, O Aol Adyd
o] | DAY | 7} BARw2EY folsil 2 ARE Uy
718 SAH o] A5 AT FAHTE 2t OPN B ISSUEE Al ¢lebd 23k 2ol &
Holx glom, A FAFPH2 (ol BT o 2ol & Bty 53], A v
A7 e BARTES Hlme A ollA B3I el A9 ET Big 4 AHARRIS A4,
AR nAl, 7197, A AT 9 ARF STt R o AAV @ b, B A%
A A, FAE, iEY A3, dddess, A7 SEAYE © AAY & Few Y
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1337 ¢=2

<3 3> A3 il & o ApAle] AHET] flate] <& 4>ol = AFF G SAF T 11
| DAY | 9] #}o] & xR Bl Wi 3 éﬂr‘é 15 THPanel A). g+ H] 5247 ZRAL
A AFAEL] AlZEo] 2015822 1d Frol® w3719 201393 20143 % | DAY | €]

Hi 2 F A= 719 o]z AT HStH(Panel B).

<X 4>l 4] Panel A9 272 W, A A AFAEE 24 Y AZe A47149 20149

| DAR* | 9] %7(0.0499)% 7t 20111 ~20133 3} vl wabd 2011 =% G238 2fo] & 1}

Elgtar, 20121 2 20139 %= o8 AfolE HolA] st} & A
AZe 201435 | DAY | o] HHS IFRS o 7=9<] 2l (2011d)<} ]ﬂs—}ﬂd 20149 =7}
2011 A =HT} Yolxl A7 2 Jehgth a8y 20149% | DAY | o H#e 20128 E
20139 =9} vl walH HohE 20| & Holx] ghokrh whHel] 7RAF A A FA R A Ee] 20159 %
2 frdd uagr1de] A4S 2014352 | DAY | o] HES A7) 201339} v wehH 9%
o ol A3tz yehyit

—_

CHE 4> Az | DA | of CiEt xlO|AS

Panel A : A&7|Y 7 H|W

e 2011 2012 2013 2014
- (N=1,409) (N=1,425) (N=1,440) (N=1,436)
DAROA 0.0559 0.0494 0.0483 0.0499
2011~2013 vs
2011 vs 2014 2012 vs 2014 2013 vs 2014
2ol A= 2014
—0.0060(—4.665"") | 0.0005(0.306) 0.0016(0.945) —0.0013(—1.482)
Panel B : H|AZEZ | 7+ H|
e 2013 2014
- (N=14,871) (N=13763)
DAROA (0.1119) (0.0751)
2013 vs 2014
2ol 5
—0.0368(—26.8917)
F1) ¥ Aoe <F 2>9 28
F2) ¥ol| ¥ AFge giolw, olHFe Hitd et t AES Baugh ( )eke i3k Ae|HFe
H AdxoM & Azl ke 23 kol et Afold S,
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g, B2 HusAE A 20143 % 37192l | DA | 9 H7#(0.0499)3 H]43
71932l | DA | o] 3#(0.0751) 7He] Apol2 BAE Aol & t ghol —16.84622 1% &

oJatA 7199 AFA BN 277 A7 EREY o A EREeh g
g2 WO R 20139 =5 Hlawstel i t ghol —38.694% 1% oM el sl 4787192l A
FA A o] 717} H3719 T o A VRt
6}‘34 A7 AEA BRG] FAFE) 1He] AR Aol S AFelA =
RS o FE8 AaAE20119)7 20143 %9] | DAY | o] Hto] &
=, Yoz & 03_ Z0139) Y AA7] Ax20139)E 4293 2po] 7} YERGA] o}
20149 % AL A AFA RS S0 AEES & T AdtE SAE Bk T3 3
143 B d @ E R G SAd ) 7He vlasE 4719 201495 | DAY | 9]
o] Bl4A71e] 201435 | DA | o] B ET foldA B FEOR YRt o, 4
A3k g B9 20149 % | DARM | o] sito] HlAETIG ] 20139 % | DARA | ¢
B vluetd e8] o wopxl AR yeht AL A AAFARE S AEdEE o
F31E7] g w7109 A7t 43719 ET | DARY | o] o] dolrle e o 3
o}, 3lA|RE o]2j gt Avt= T Aol Tl Aol ng, A WM JIFS X = 4F T
ARFE 123 o AR S B oAl E1ld Fart ok

N
o o
S~
IIE :{o —

(o]
o,
B
Ny
i)

l

<3 5>l Fo Wg e A BHA%E Bassith #el Eud FJdAse 9o
& A g, WA EA7)7E 201195 20143704 A7 A8 EAD A9ES =
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CH 5> B 70 A
Variable | | D4"*" || D2014 | BIG4 |AUDCH| OPN | SIZE | LEV | GRW | CFO | LOSS | lagTA | ISSUE
| DA | . —0.020 | —0.035| 0.048 | 0.014 | —0.153 | 0.084 | 0.117 | —0.021 | 0.077 | 0.030 | 0.142
(0.139) | (0.008) | (0.000) | (0.304) | (0.000) | (0.000) | (0.000) | (0.107) | (0.000) | (0.025) | (0.000)
D2014 . —0.042| 0.036 | 0.024 | 0.029 | —0.037 | —0.081 | —0.030 | 0.041 | —0.108| 0.017
(0.002) | (0.007) | (0.070) | (0.027) | (0.005) | (0.000) | (0.022) | (0.002) | (0.000) | (0.197)
BIG4 . —0.090 | 0.012 | 0373 | 0.060 | 0.021 | 0.117 |—0.137| 0.030 | —0.049
(0.000) | (0.352) | (0.000) | (0.000) | (0.742) | (0.000) | (0.000) | (0.025) | (0.000)
AUDCH | 0.019 | —0.082| 0.025 | 0.004 | —0.001| 0.056 | —0.041| 0.063
(0.160) | (0.000) | (0.055) | (0.742) | (0.962) | (0.000) | (0.002) | (0.000)
oPN | —0.002 | 0.030 | —0.012 | —0.009 | 0.017 | —0.080 | —0.005
(0.876) | (0.024) | (0.385) | (0.492) | (0.194) | (0.000) | (0.709)
SIZE . 0.219 | —0.053 | 0.054 | —0.146| 0.039 | —0.166
(0.000) | (0.000) | (0.000) | (0.000) | (0.003) | (0.000)
LEV | 0.049 | —0.211| 0338 | —0.093 | 0.081
(0.000) | (0.000) | (0.000) | (0.000) | (0.000)
0.197 | —0.052| 0.082 | 0.047
GRW ! (0.000) | (0.000) | (0.000) | (0.000)
—0.284 | 0.062 | —0.095
¢ro ! (0.000) | (0.000) | (0.034)
—0.237| 0.176
LOSS ! (0.000) | (0.000)
—0.065
lagTA 1 (0.000)
ISSUE 1
F1) ABAFE Foj& FTAFe, A RES FHCE BudN=5,7107] 719/9).
F2) A9 Aoe <F 2> sty &
F3) Rt FAE phA(FEHD)
= B
3. 3|ALA 2
B Ao e M e A Astel A(1)e o4 T ww—;— AnNeAT <E 6>
ol FENFTE RS 2 DA |DAR°A el ATE, <& Tole TEUSF DAE
71FCE F(+)Q FEDAN>0)3 &(—)9 (DAROA<O)2E U] 3AEAS S
Ade Rt £ 2 1948 A A AFAEE 90 ASHES @ 7192014
Wz 28X &L 717H20113 ~2013) AR E 536te] A8 A2, B8 25 H 7R
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R, ARBAY HaE AT e B AT sk 43 ded Aolsk BAE Tl A%
Azto|t}, 1E]a %9 oA A 7he] oA A7 YEAS A Ho) YA
W= o] VIF(variance influence factor)7} 7H3 =94 W =ol] ek HYA#S Hslsich12)
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<# 6>°] AIE BH, F g2 23
o= yehtar glo] AAE A(1)e] =

<H 6> 7hdofl ofgt 3l

15 4742 25 1% o[l ellM SAH =
P2 Aol e AR Yyt 29

(adj. B B3] wi} tha o= QAT 0.063~0.071 Ato] 2 vreERTh

o Lo

Zd= [ DA |
Variable | Oll&k | 2014vs 2011 ~2013 | 2014 vs 2011 2014 vs 2012 2014 vs 2013
25 28 1 28 2 28 3 28 4
. 0 0.157 0.164 0.138 0.169
= : (11.774™) (8.239™) (7.481"™) (9.142°)
—0.000 —0.005 0.002 0.002
D2014 (—0.015) (—2.559™) 1.015) (1.215)
0.002 0.002 0.001 —0.000
BIG4 (1.296) (1.184) (0.401) (—0.100)
0.004 0.003 0.004 0.003
AUDCH * (2.204™) (1.325) (1.508) (1.312™)
0.019 0.020 0.005 0.014
OPN i (1.307) (1.074) 0.771) (0.741)
—0.005 —0.005 —0.004 —0.005
SIZE (—10.328™) (—7.046") (—6.391" (—7.7417)
0.026 0.024 0.019 0.019
LEV + (7.335™) (4.594™) (4.040") (4.075™)
0.018 0.017 0.019 0.020
GRW i (73617 (4605 (5.086™) (54217
CFO B —0.001 —0.009 —0.007 —0.014
(—0.190) (—0.848) (—0.740) (—1.414)
0.002 —0.001 0.004 —0.000
LOSS * (1.249) (—0.400) (1.878") (—0.227)
laeTA - 0.026 0.016 0.027 0.009
€ (4.088") (1.710) (2.964™) (0.957)
0.011 0.011 0.010 0.010
ISSUE + (7.485™) (7.485) (4.897") (5.238")
2IND Included Included Included Included
2YD Included Included Included Included
adj. R 0.068 0.064 0.063 0.071
F g 28.553™ 13.935™ 13.888™" 15.637"
N 5,710 2,845 2,861 2,876
VIF SIZE(1.358) SIZE(1.376) SIZE(1.380) LOSS(1.410)

Aow WA} <k >0 AT 2w BY 1RE 4747 BT VIFA 2
2 U B Q7ARA BEedd Bt 428 99 nAAE g Ao duEy. o F

EAATANE 0|9} fAHE $F 02 Ueht RN tEFAA A5
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F1) Wgel Hoe <E 2-9 Seha} g
F2) aoke] FAe 7 Aguy AR U@ ¢ gkl
F3) wn, o, w2 Z42E 1%, 5%, 10% Tl §o8S Uehd(SF2H2).
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o} vlwal FEHSl IS nH]= °‘7é HAFE BAG Tl A7 B A7t
BaAoZ FostA @& Aoz yeth AR, EA717F JAE B3H2011d ~2014'3) 3
A5 201495 E 20120 2013 = 9F H] gk A pellx = A RA EA ] A7)df BAA
o2 fog Aols AR & fIALh ol A= a:m O Aol AT R AT < 3>
2 <3 4> AT} A= IX[ g

718} BAMSFY] Ao <F S>olA F WS 2he] AR EAdze giAE dxE A2
£ Holi gtk F A wA 71, FAHl &l 275, iEY 4] w25, A
7] TR Qo] S5, FASAE *E‘Al ot 73% A LAY e] A7|7F 2 o), 7|dTF =T F
TE AFA wyA] A7) = & J

7e

BIG4 2 LOSSE Z&HS4 IDAROA | oﬂ EHsH Ei °

<% 7>9] A% BY, DARME J)FEo @ 9k(+)2 BEDAM > 0) &(—)
< 0)CZ Yol IAEA g A3t F DA K(+)91 FRoA BAWMSE D2014E
DARA7E ()91 A%l el AR Fog Aeato]l Yehdx] ekgir). o] g ﬁﬂr—t—
20149% AL A AAFAE] A Eo] o FsbE 7|7bo] %A & o] 7]7H2011d ~2013'd)
HHlad o K+ AFH TYY FFo] o AaHAE @SS onldth

wk | DAROATE S(—)el Jioﬂ/ﬂ FAH S D2014E= 25 E DARME &(—)9) ASol o
&l =& 62014 vs 2011)3 238 82014 vs 2013)<>1W BAACRE o3 SAA ST Fhol e
ot} a2 28 69 AR D014 3 K +)Q AFES, 2 82 MG D2014E
el gt S(—)2 Alate] e A= 2 EAE S (mixed evidence)E E AT = 2014103
20119 %2 Hwa Ao A 2011d0] H]8) 20143 R4 &(—)2] DAY/} Z7td Ro=
Ueht 94 <E 6>l A 29 29 Avte F2 F(+)2] DA Brde 3(—)9 DA 719
g Aoz Uehytth skAuk 201493 2013959 S(—)9 DAKAE v w3k AaoA s 03
7] 2013 B3] 2014950l A] S(—)9] DAL Aid oz Had Ao R JEydth o=
Axpe] B 7] e e v, 249 A= 7l whete Aol
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<E 7> JHEof tiet =lHEA

A1} : DA > 0 vs DA™ < 0 BE

ZLHT=DAROA > 0 ZLHT=DAROA < 0
Variable 2014 vs 2014 vs 2014 vs 2014 vs 2014 vs 2014 vs 2014 vs 2014 vs
oflab | 2011~2013 | 2011 2012 2013 2011 ~2013 2011 2012 2013
T2 ey | mgo | =3 | =4 | =¥5 | 2 e | 27 | 288
7] ) 0.083 0.080 0.070 0.092 —0.099 —0.082 —0.095 —0.114
: (5.905) | (3.723™) | (3.707) | (4.564™) [(—6.568"7) | (—3.663"7)|(—4.561"")|(—5.253"")
| = 0.001 0.001 0.002 —0.000 —0.001 0.006 —0.002 —0.004
(0.765) (0.653) 1.199) | (—0.061) | (—0.347) | (2.735™") | (—0.986) | (—2.213")
BIG B 0.003 0.003 0.002 0.001 0.001 0.004 0.000 0.001
(1.806") (1.384) (1.009) (0.663) (0.929) (1.896") (0.196) (0.323)
0.002 0.003 0.001 0.001 —0.002 —0.002 —0.003 —0.001
+
AubcH (0.892) (1.036) (0.398) (0.453) || (—0.808) | (—0.621) | (—1.164) | (—0.371)
OPN N —0.009 —0.009 —0.022 —0.024 0.002 —0.041 0.030 —0.014
(—0.669) | (—0.582) | (—1.498) | (—1.403) | (0.127) | (—1.476) | (1.171) | (—0.541)
SI7E B —0.001 —0.001 —0.001 —0.001 0.004 0.004 0.004 0.005
(—2.1337) | (—0.955) | (—1.134) | (—1.616) || (7.954™) | (4437 | (5.6517) | (6.360°)
LBV e —0.004 —0.010 —0.006 —0.001 —0.032 —0.030 —0.025 —0.027
(—1.044) | (—1.760%) | (—1.209) | (—0.215) ||[(—8.207"") [(—5.102") | (—4.681"7) | (—4.931"7)
GRIV N 0.057 0.056 0.068 0.068 0.036 0.039 0.037 0.036
(21.17077) | (13.483"7) | (17.330") | (16251 | (12.439™) | (8.803™) | (8.824™) | (8.104™)
CFO B —0.470 —0.474 —0.480 —0.468 —0.374 —0.389 —0.362 —0.344
(—49.546"")(—34.507"")(—37.038"")|(—33.770"")(—39.580"")|(—27.564"")(—27.395"")(—24.763"")
1055 N —0.011 —0.013 —0.008 —0.014 —0.018 —0.016 —0.017 —0.018
(—7.530"") | (—5.748"") | (—3.833"") | (—6.720"") [(—10.550"")| (—6.636"") | (—7.211"7) | (—7.363")
laoTA B 0.012 —0.002 0.017 —0.006 —0.013 —0.011 —0.007 —0.017
a“® (1.766") | (—0.151) | (1.870%) | (—0.639) || (—1.8557) | (—1.017) | (—0.642) | (—1.530)
ssuE |+ 0.003 0.003 0.000 0.003 —0.008 —0.008 —0.009 —0.011
(2.190) (1.383) (0.095) (1.656")  {|(—4.953"7) [ (—3.028") | (—3.889"") | (—4.787)
2IND Included Included Included Included Included Included Included Included
2YD Included Included Included Included Included Included Included Included
adj. R 0.514 0.504 0.537 0.503 0.393 0.388 0.384 0.353
F # 202.5377 | 96.177°" | 111376 | 97.840"" | 124.176™ | 61.790"" | 60.278"" | 51.871"
N 2,856 1,405 1,431 1,434 2,854 1,440 1,430 1,442
VIF SIZE(1.412)|SIZE(1.438)| SIZE(1.424) LOSS(1.451)LOSS(1.394)| CFO(1.391) [LOSS(1.417)LOSS(1.480)

F1) Wge GolE <® 259 i 2L,
F2) BEQY FAE 4 AR HAAS O ¢ g
F3) wan, o, w42 1%, 5%, 10% FEANA FATL eSS



ol’del AxE TSI, 20149 % FF7IF A A AFARE S AlEstes o
g 717k 228A 2 ol 7|17H2011d ~20139) AA S v]wshH A #A Lyl JFS
n = 4% AFEE BAZ Foll= AP T 7)o dohE {23t 2ot #AE A &

ghth. thik, AwwE AR AsbeA 44719 2014de] AT dgele] 2717k 2011d%
ol Wla) o we Ao vepgeh e o o] d 717kl 20121d0]u} 2013 Ee] Aol A
EAR R §ol§ Aol B Holx] sk,

G oA 9] Aol & A A A ] FH )T () EEoE o] FHT A =
H, 201493 2011 =0l A 9] Apol= ZIthel Gl F2 H(+)e] AFA T o] ghad Ao

ohd S(—)el AA BAo] F71ke] ekt Ak o E e WeelA] 2 1 A7

AR B uf$- A ghE ZA(limited evidence)ZHe A2 & &= At} wahA 20143 245 9
2 2 T AYE S s A A AFARE Sl AESteE o3 T A=
WAL AA7|FE5] A G SHoAE 1 AgAo] dthe HEd 453 FAE &
g 4 gl

4. Big 4 vs non-Big 4 ¥+ KOSPI vs KOSDAQY] AZZ}

2 AoM = 73 FHste] WA HES ZHAQI TR (auditor size)ol| W}, F Big 4 7“\}0
o] ZArgE 9 ZAZ 19 3 non—Big 4 ZAFRI0] ZARGE I AP o8 o] A <& 6>
<F 7> W& vlaEA S Fgs) Bkty o ATE < 8o YeRATh ol Ao =3
S A <H 6> E <HE 7>9] AU} ZAFEA (audit quality)ol] whEl 5 A 3ol ApEA o] JEA]
£ A E7] golth dubA o2 Big 4 FHARRIC] ZHAFSHH non—Big 4 #ARIS] A -9-HTh 7

AHEA(audit quality)°] B =2 A2 AYPdT= ]"11: 71 gke}13) wheba vkl 9ol A
201497 7190l el AFARE Sl A ZEsHe S o F3kek Mol 1 ZIg 9
oA Big 4 ZARRIC] ZARGE I Aol %A & ARG T 2 ZoR AYHEERE,
AgA dAde] 27|% o FolE oz Vgt A} FAMS D20145 FACE B
shiTh 3 Hae obx el Fdsith

F

13) 859 770l IRt o g IR 7t 95 AAEEC] 52 Ao ' 48l AUthTeoh and Wong
1993 ; Becker et al. 1998 ; Krishnan 2003 ; Behn et al. 2008 ). dl& E°1, Big 4 ZAIQlo] ZAehH
aR] e ALHY o] 2 S o JAstE G} IS E sl th(Becker et al. 1998). ©| 9} 2
o] tHFAAPEYS 187 e AR 52 F49Y AR S Adtte AF54 SA=
oln] & AFEoA AXE vk sk
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<E 8 iMool thst Big 4 vs non—Big 4 E=9| 3|24 A1}

Panel A : Big 4 vs non—Big 4 &&

Zatiz= [pAi* |
Big 4 #& non—Bjg 4 &
variable | | 201 vs | 2014 vs | 2014 vs | 2014 vs | 204 vs | 2014 vs | 204 vs | 2004 vs
o < 011 -2013 2011 2012 2013|011 ~2013| 2011 2012 2013
=
281 | 22 | 2¥3 | ¥4 | 25 | 286 | 2¥7 | 288
D014 | —0.001 | —0.008 | 0.001 | 0.002 0.002 | —0.001 | 0.003 | 0.003
(—0.485) [(—2.954)| (0.412) | (1.069) | (0.845) |(—0271)| (1.333) | (1.040)
Conirol Included | Included | Included | Included | Included | Included | Included | Included
variables
N 3,163 3,897 1,551 1,554 2,547 1299 | 1,310 | 1,322
Panel B : Big 4 vs non—Big 4 E&, 2f+)2l DA™ E=
S L=pA™ > 0
Big 4 & non—Big 4 Z&
variable | | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 204 vs | 2014 vs | 204 vs | 2014 vs
o < 12011 -2013 2011 2012 2013|011 ~2013| 2011 2012 2013
=
281 | 282 | 283 | 284 | 285 | 286 | 27 | 28 8
D014 | 0000 | —o0.001 | 0.002 | —0.001 | 0.001 0.003 | 0.002 | —0.001
(0.029) | (—0.393) | (0.702) |(—0.218)| (0.616) | (0.967) | (0.783) |(—0.280)
Conirol Included | Included | Included | Included | Included | Included | Included | Included
variables
N 1,594 790 773 775 1,262 630 658 644
Panel C: Big 4 vs non—Big 4 E2, S(—)¢l DA™ =
Zp=pA™* <0
Big 4 #= non—Big 4 F&
varieble | | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs
jg 011 ~2013 2011 2012 2013 |eo11~2013 2011 12 | 2013
T
21 | 82 | 283 | 284 | 2H5 | 286 | BHT7 | 288
D014 | 0.000 0.006 | —0.000 | —0.004 | —0.002 | 0.005 | —0.004 | —0.005
(0.104) | (2.0577) |(—0.005)|(—1.459)| (—0.649) | (1.524) |(—1.270)|(—1.664")
Corftrol Included | Included | Included | Included | Included | Included | Included | Included
variables
N 1,569 771 778 764 1,285 669 652 678
F1) M4 e <x® 2>9 sty Za
F2) Bote] A 4 AWwed Az Uik t 3.

+3)

e, wn, 22 1%, %, 10% FEAN FATE HEI(FEED).
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<E 89 AF}S AvEW, HAFEES o] &3 Panel AoA FAHS D20147} 723 Al
&S Hol: ZA9= Big 4 B2 3 238 22014 vs 2011)0]3, YA 23 12014 vs 2011~
2013) 23 32014 vs 2012) 2 2 42014 vs 2013) ¥ non—Big 4 EEOIA 2 15
@ a7t o] e Fog AlFto]l BAHA At oY T AR B w A <E 6>9] B
K 201]*1 TS D20147} o3t ghS 7Y AdE F2 Big 4 ARl A 97k
ol 71908 A o= Yehth =3 Panel BOM DA} K(+)91 &Y w] Big 4 ey
non—Big 4 & BT AWM SE D2014E o] ¢ Alrghe] vERRA] ekgkth 18] 3L Panel C9
DA7} &(—)9l BEY W) s D20147} o8k AR Hol: 29 Big 4 TR
23 2(2014 vs 2011)9F non—Big 4 F2] B3 8(2014 vs 2013)2 YESTE webA <& 7>9]
28 63} 8ol A o AlratS B A zhz) Big 4 ZHAFlo] 7HAEE 73-9-9F non—Big
4 FFARQlol zhabgh gl 7199 Ad= & ek
oz, & Ao F WA EHoM = A% FF(KOSPI vs KOSDAQ)O whe} 7Hd o] #]#]<f
7 A s ARkt sy AgdTelM e F7E2879(KOSPhE Y A2/
H(KOSDAQ)®| A4 TANZ &3 o] P97t ¥ E55 Hud v k4 2001
; A4} 2009). wHEbA] wh ool A 2014 d 58] 7]l tiEl AFAIRE S el Al

Fohes o Fa Mol 1wk Swlo] Slrhi KOSDAQ M} KOSPI Hiel 4 o
21§ Aot vepd Zlo sjdEt) oo tig HA%Y Ak <k 9> derisith & 1
2 e} stk

<R 9> 7HMoj Cist KOSPI vs KOSDAQ ®E&22| 2|#&A Zit

Panel A : KOSPI vs KOSDAQ &2

Z&e = [DA |

KOSPl #2 KOSDAQ #2
variable | x| 2014 s | 2014 vs | 2014 vs | 201 vs | 2014 vs | 201 vs | 2014 vs | 2014 vs
sy |2011-2013| 2011 2012 2013 || 2011~2013| 2011 2012 | 2013
23 1 22 | 2H3 | ¥4 | 25 | 2HE6 | ZH7 | 2¥ 8
oy B 0.000 —0.007 | 0.001 | 0.004 | —0.000 | —0.004 | 0.002 | 0.0010
0.064) |(—2.671"7)| (0.540) | (1.818") || (—0.041) |(—1.329)| (0.862) | (0.468)
Con‘trol Included Included |Included | Included | Included | Included | Included |Included
variables

N 2,292 1,142 1,149 1,149 3,418 1,703 1,712 1,727
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CE 9> 7pMol| CHEH KOSPI vs KOSDAQ HEE9| 3|24 Z1t (H%)

Panel B : KOSPI vs KOSDAQ E£, 2K+)2l DA™ =

)

FZ&=pA™ > 0
KOSP| Z& KOSDAQ E=2
Variable | of Ab| 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs
B35 2011 ~2013| 2011 2012 | 2013 |e011~2013] 2011 2012 | 2013

23 82 | 23| 24| 285 | 26 | 287 | 288
D204 B 0.001 0.001 | —0.001 | 0.000 | —0.000 | —0.001 | 0.003 | —0.002

(0.459) (0.263) |(—0.234)| (0.119) | (—0.088) | (—0.468)| (1.064) |(—0.770)
Conrol Included | Included |Included | Included | Included | Included | Included | Included
variables
N 1,159 564 572 571 1,697 841 859 863
Panel C: KOSPI vs KOSDAQ E&, S(—)¢! DA™ 52

FZ&=pA™* < 0
KOSP| Z& KOSDAQ E=2
Variable | of Ab| 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs | 2014 vs
B35 2011 ~2013| 2011 2012 | 2013 |e011~2013] 2011 2012 | 2013

23 82 | 23| 24| 285 | 26 | 287 | 288
D204 B 0.001 0.010 | —0.002 | —0.004 | —0.002 | 0.002 | —0.002 | —0.004

0.243) | (3.431") |(—0.724)|(—1.781")] (—0.690) | (0.672) |(—0.850)|(—1.536)
Conrol Included | Included |Included | Included | Included | Included | Included | Included
variables
N 1,133 578 577 578 1,721 862 853 864

F1) Ao golE <k 2> ety 22
F2) 2ot FAE 24 Auued Al de ¢ gkl
F3) wex, vk, w8 ZH2E 1%, 5%, 10% FolA o3 Uehd($E43).

<¥ 9>9] ATE HH, Panel AolA TAWHSE D20147}F 723 AFES e
KOSPI Z& 3 53 2(2014 vs 2011)%F =& 42014 vs 2013)°] 12, KOSDAQ #+<| 7
folgt Alggte] JeRIA] ottt 3 Panel BollAl DARM} 9X(+)91 Bl A$ KOSPI
EEI KOSDAQ HEE RF TAWHSE D2014= 93 Alggte] #E=A &gttt 18n
Panel CollA] DAA7F &(—)91 FEY w A D201400A 5918 AFghe Hole 7
£ KOSPI 9] 7% 23 22014 vs 2011)2F 23 42014 vs 2013)°] 3L, KOSDAQ -2
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The Submission of Unaudited Financial
Statements to the Securities and Futures

Commission and Audit Quality

Jong—1I1 Park®™ - Kyu—An Jeon™"

<{Abstract>

This paper investigates the effect of the submission of unaudited financial statements to the

“Securities and Futures Commission”(hereafter in this paper referred to as “SFC”) on audit quality.
The rule is introduced by amendment of “Act on External Audit of Stock Companies”(hereafter in
this paper referred to as ‘External Audit Act’). The purpose of this External Audit Act is to prevent
the self—review threat of the auditors over the financial statements to improve the independence
of the external auditors, and to let the external auditors have the sufficient audit hour for improving
audit quality.

The purpose of this paper investigates whether amendment of External Audit Act improves audit
quality. We estimate discretionary accruals of Kothari et al. (2005) for audit quality and use size
and signal of discretionary accruals. For empirical analyses, we collect 5,710 listed and 28,534 non
—listed in Korean Stock Exchange firm—year observations over the period of year 2011 to 2014.
We test whether discretionary accruals of the first year (2014) of the submission of unaudited
financial statements to SFC are smaller than other year (2011—2013).

Findings of this paper are follows. First, there isn’t significant difference between the size of
discretionary accruals (2014, the year of the submission of unaudited financial statements to SFC)
and the size of discretionary accruals (2011—2013, the previous year of the submission of
unaudited financial statements to SFC) of listed companies. The size of discretionary accruals
(2014) is smaller than the size of discretionary accruals (2011). Second, the difference of the size
of discretionary accruals between 2011 and 2014 mainly comes from increase in negative
discretionary accruals. Third, there is no evidence that the size of discretionary accruals of listed
firms and non—listed firms is different between 2013 and 2014.

In sum, the results of this paper indicate that there is limited evidence for the effect of the
submission of unaudited financial statements to SFC when we test listed firms. This implies that
the effect of External Audit Act is limited. There is no evidence for the effect of the submission
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of unaudited financial statements to SFC when we investigate non—listed firms.

This paper contributes to the literature by examining the effectiveness of External Audit Act using
discretionary accruals. These findings would provide valuable insights to academics, companies,
external auditors, and regulators. And academics can also apply the discussion in this paper for
related researches.
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