243

A - <k3] Al A
A167A A|5% 20159 109 pp.243~283
kA -8t 8

<L o
= AdTe AEEES 53 olgxH(olst REM)o| AAFAAe] B oA tiEolate 24 d
g g A%Hor BASTh 2 B AN E ANEAAES] IR FA4A

29

f

2l 3 3l REM 252 uh sl A2 REMY} F3) 2218 7ke] BAA S E4
A B3tk Ge and Kim(2014)2 v]=9] 3]Aba] 2a)7]9) & 413k Ao A REMZ} F-3] 22|
S o)A AZY E) Thel] Fo3 K(+)e] FAE Bt ATk o] AT SAM)
ez o, =3 aule] A9E AEA o] tharhs HellA v 5w 3]

% REM¥} 22 z228] 4 Zhole ofd Aol gl

= e

AS7Fse ASA AFFAlth o]& Y3l & A+ Roychowdhuary(2006)2] ol
2 REMS 233}, AEM(A 22 2489, Kothari et al. 2005)S S48+ 3ol = REMI} 2]
EAS B BA7I7He 20015 20113 7kx] 0] 3L A7 4(
S e E AEFEE 1047970 719/A A7} o] &H ATk
A g3 2ok A2 o] 93-S nxE SAWSe AEM 2 794185
A BAG To| & AukA 0 Z REME FAatyo| A A~Z g Sk Bajatelo|2h8) 9} 59
()9 AL JE AR Yy ole A o]dFAe] ZUIEIH e I AAFEAAE
Q& A2 A o o] & FHAF F7EA AH-e] wrdstA] Xt itk wo|th wEkA ol
& A =9 APATel Aaket AtE A RKGe and Kim 2014), REMe] €]F-ollA 2 2 d &) 7]
v AR Rete 71E ATEdAe] vkl e F3EE S0 tHGraham et al.
2005 ; Roychowdhuary 2006 ; Cohen et al. 2008 ). FH oz B AxAzes Iy A47149)
BeAEC] FAHAYE ¢E REM 52 7137407 o] &3 fielo] EAlgthe EHol7| =
sitt gk FUHEA Ao mEW, 25 SAR] LG gy o 747t viro] Ay
B ASo® dAgEe e AR dXE AR eyt ol g9 ASATI} FA
wejol el AAgle]l Uehte @3S Ak
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o A n AGst AFegH w4, skkwak@snu.ac.kr, |14 A}
wex RSt AU E HGEE w4, parkjil@chungbuk.ackr, w41 A}
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ot

ol’de] AaE F3otH REM< §3 7ddAte] 7135594 01015_7@@%7} 71e] vie A5
e S7HIZ F AR, S AAFAAEL ol WEAAYA A3 vk

Aol 2L AAA NN FPE AL BEA e FEAA dFE 72
= Al T8 A S ATt mebd & ddde ol AdF
5ol tial AR BIHE F o5 thEolAE AA ) ntdsheA| ok #
Ao 7tk 2213 Aol 2 Aol dE AhAe] oldx24

el #ilo] e AR ot AFA, AAVISAY 7 E Z A TAALE KA HEE A

-

9

GEHIOp FAZRU G, A ol 2, AP WA, AYAe] NGFH SH, e B8 7H

[.A4 &

S o YR 71379 ole 2y £H F shicl 4B

]
H
ool 2ol AAFAA BN 2A) 2LV SR )l o) g

d5E & H q&FE A
=A1E skt o A AHREEI d-ste] o]Yg #ed #<lo] e, kst
oA 2298 o AR ZevdS 93] Ad Baeles STMTIEE AEel 7] WE
|

o|thBhojraj et al. 2009 ; Cohen and Zarowin 2010). FA| &2 2 £ A= Roychowdhury(2006)
oA AlgkA Al 714 Sefe] AA o]z =X A dPAFEE, v AT B)F
A% A% 5 o5 £YA YA A gl theh AEAE A1gle] HAE

Itk BA7E Baelo)g 24 e o
T 7FA el g Wil o] &8 "/}. '5‘}‘/}‘{— 73"32}7} sl oo =2shr] fal 7194347
T(GAAP) WA 3] -85 3] A4 de& o] 8 = 9ol 3, tE she
A ZEol oalAR A7|¢ FRE WAoo wn HNEAY TS B xAshs whioltt
(Roychowdhury 2006). ©]o]l 3] HZ ATFEL TAS AEAY S5 £ o]0 24 EL o]
ZolA 44| o] 2% (real earnings management ; ©]3} REM)©]2} 3D o]<} thu]g& HAE &
A AR A = WAy dof 7] %3 0] 2] 27 (accrual —based earnings management ; ©]3} AEM)
o]2} F-EtHCohen et al. 2008 ; Kim and Sohn 2013).
Schipper(1989)= ©1 242 AL AHA o9 A& HAOR R AFELARH ] o=
Aoz Jdste = Fosiitt. = B9Ae Kol dig AFE1E HEtAZ] o 2H

1) Roychowdhury(2006)°ll M= d=7tf &5& §3 o|24 S F7] o) 248 52| upel 34
A BGEE olgH e FFoE FosiH
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7199 BAA e A Holga AFA BN T AEAY S5E o] &3 o]JxH Y
AE & 5 Sdth oy o] xA o] FYPEH Vg o] AGH HAE 21 3

H(wealth)oll F&F2 XA =3, 7 AH2 & o|a] @A AL F7}F T o]l @A Ao Al
2 o|A¥ e d4to] LAY TH(Healy and Wahlen 1999). o2&t Meto A AFAELE AP}
FAAR] o] }Jé?woﬂ J&é‘% 74 g3, oz S i 27| ATFEL hEE Ay ¢
3

#te] REM %}oa ol FE55ka Slvh

a2 REM< ©] &3 o] 242 AEMI} Hlwsld tha ol 2ol & 71t d& &
AT E AEBM2 B A7IE WolA o] FojAaL =2 SA7ZE Toll 23] =, &
719l AEME S7HA719 2b7] o] Folle W E e Aol Uehdua Ha gt ojgt gy,
REME 3|A7|3t Foll 2 o] &H & 4 f%}o] 9 7] o] Fofl WA AT} glom, AEMS 5
7H71E 7R vige] 7Tl B AR B3E 2dive ASE S50 v
H 1%t Mizik and Jacobson 2007 ; Leggett et al. 2009 ; Cohen and Zarowin 2010 ; 14| &
S 2009 ; A S 2009 5). SHAIRF FGATE AEM FEE g0l Haolde S AT
ZAE olfo] dFHE AAMH REM ZFor Hioldg S7HAR o] A& JA] =
|} ol A AAet o HHolgAE ol FEETEL H A F AtHGe and
Kim 2014). 2123t oA REM &5 2 2 Q1%+ % B9 & (information risk)®] S7= FAAE Y]
JAFA A o] ¥ (adverse selection) FAE Z T = 1, A1 AAFOZE 2] H|E &
A g 7HE ¢ vk 3 e REM= tHE 97504 REM 252 AEM¥ 2¢
SjFgFARRIoI Al 7142 A - ZF=e] ti/de] Hrhal Bo17t oy AL, B o Foll M= AEM
v M = EAHAY B2E 7o) w4 due RS 7IEAAR ki K (Graham et
al. 2005 ; Roychowdhury 2006 ; Cohen et al. 2008 ; Cohen and Zarowin 2010 ; Zang 2012 ).

g, REMOl| thgh A1 gRkg-2 AR E 37 AF5L i-Eo] FHAG W& SR
29 3}91 tH(Mizik and Jacobson 2007 ; Bhojraj et al. 2009 ; Chen et al. 2010 ). REM¥} @A
Fol W2 BAT AFE F99 4% Ge and Kim(2014)= A 2|8k 7€) ww]sit}, oA
% REM 59] Z7Hs 24499 AR ohek ARA ) ABASIAE A
Heconomic effect)= U] 4 it} ksl REMY S7i= FEHES +9E & 7] v+
o ADEAAE] 1T We Ak WANE FBE F 4 am wolth. 2 7]gio] ¥
AL Bl AT 2L AAEAAEE 1o zRe 2F 712bviet ola5e & ol

2wl FE AFS 38 wolob gtk ueb ZH?JEXPX}EE’_ A ol
= A7) fJsiA = 7199 o]z Fel AEMEE ol et REM &%l taiaE ¥4l

TS 2Y 4 ItHGe and Kim 2014).
Ge and Kim(2014)& 3|ALA] @879 S thAah o2 REM3} a1 22719 7te] #AIS v R

ol

=

8o
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Uk AFATE F W 2t QAR H(+)e BAVE e Bas)
= Roychowdhury(2006)2] **Hell whet A 712] Feje] REM SH A&
FHATTE 2 ¥R ANt FAl g3 247 {23 R(+)e] #AE Eudth A
AL o|g] gt Aol 7] Zdto] REMZ} F-a| 2EH] & o= ARkE oz of(+)e] #A7F o
= ABE At don, wEbA A7 REMe 771 718|794 o]z 9l &
A AAFAAEL o] & FASIAY 1hakato](see through) F-AlZ2EA] F71=2 9@z
l-'j_ =

A zgn 8 FAACRE o WAV BEEA] F%a, SAR BTG-S Attt
= H ZA(little evidence)E A Al 85T

A, v At FAREH &2 B3] 9% R4 02 REM 55 o] &stele 575
7] $1eiM = REM#F F- 220]-8 Zholl= H(+)S BAZLE obd ()9 BAIE Yol &
. sl REME] S717F AlAFEAARS Al B9 E](penalty) S 7] Hoha g2l Z el g #et
ANAAGANA o= REM 55 APsiA o2 Fddte A2 7 &2
o & 4 7] wiZolth. 23] REMO S7H thEe|aks AR oA Fajxzgu]|do] iy
X 3 (rewards)o] SR W] G A= REMS ©|8& A4 f<l(economic incentive)s 7H 4
t} ]9} 2], Ge and Kim(2014)2] Zz}e} Zro] REMZ} Fal 2gH]|-§ 7kl H(+)e] #A 7}
Bty At A S fete, 53] FAREH &5 UE 5402 = REM% ©| &8
BAA fRle EASHA &= 77F Aok olg SHoA] 2o, 3|AkA el 7Rt

2 A9 Ge and Kim(2014)9] d7+ARto 2= FJA7}

H
B
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7

RURP

£

B L[> )

RS

ol
Bjie
)
b
=
<
lo
o
oo
ek
o
)
L
Jo
e
o,
%0,
rr
N
et
5
&
Hz
:>|4£
Bx
iy
=
oo
N
s
r o
N
T
oft
§l=
>
o
f

].

(o

=

o
=) tJ
me,
I
=
1o
o
o
N
2
)
2
ffr
=
o
i
o
o,
o
o
(2
r Ql
L
rO
-4
ro,

Ge and Kim(2014)2] ZAx}e} &
A=A REM#} Fa 298] bl F213k K)o AA7E A2E = 75-ehd AAA A2

e &= otk 12y ¥rY Ge and Kim(2014)
o] Av}e} ge] REMZ =) AL vdepdthd o] Afedle =
W ARG A Aol A wjitel] EAl7F AL e AT AolA & A
ASATE ol BHT FHH ASH TAE AT = Folvk. 53], T 47 A
A HAET $2te] Ayt FHAETA o= AAAGANA] 2] E&A vjiol| A4S (red
flags)7} UEhGa Q122 9n)d Zelug, ojgd A9E ATy A7 |RAE T2
AR A S AlFet ol¢ tEo] & AT A5 FAE ol dd #4] e A

=
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< oA Hrkste o2 WgATIEA 9 B olFd =

ojgt ¥ =& FAL e 2k Al e B AT F71E 7
REMZ} #33 MPA+E AEs L o5 7122 dto] A77HdE AAsiith Aol
M AS] AT ATFEARAN AFRI S AAEL, W
ol diste] Ak ANV E 77l it A =
ot aela AV e B d7ARE aoksta, A7 ¥ 9 AAR % AR o o
af 7l«stadch

I. 47 7], 4972 AE 2 shie) 4y

REM< o] &3t o] 242 719¢] ddsHd el g S5 olsfet A AE Ja= 7] Wi
o ol& #otstr] fsiAle 7ol AEM= o] & o]y Bt AGAte] A A He] 9
Z57} Eold 4 9 tK(Graham et al. 2005). Graham et al.(2005)2 REMS £38F o] %24 ot
& AEMETH S ofjufjsty] wjZel o] & ®A|H7] olelg ¥t oy}, AEM¥} 2] REM&
o] &g A ol R ARG A7 R HEEAF tho] ok 7] wjEel] o] %

ol HAAES FFARA AL T HELSTS o] &3 o]xA 7he] A w3l ojHT = &
W 7Fxeta o o]t A1gke REM< tE 04:[‘% oA thF& HAl(premise)Z A ==
73 gFo] a1, T3+ Roychowdhury(2006)2] 1ol A] At 7}2] REM ZA %] ¢] £4]S AHy

Al
o dlE B9, HIAS 998 s i%(abnormal cash flow operations)<
4315 Bl MiEAE ST E Wl BE, dAF S

71402 A48 5 g1
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ez o] o5 HHol gt A 35134 7199 &A1
o Aoz AAY $ 7] Eo] N E olF sty FES

3k v AJ4H) 7Habnormal production costs)e] 7%= 7ol ALMAVIE ¥
PGS sk UH%O] dAettia 7 & o] 7] Haolele &
& Yo AHE gtk o A5 o A HolgAE
aff vl Hvi4a.9 —0—7}01] &g 7199 AAA ALY EEe dgow Hrhe
o ¢]Fo A= ol2]g REM &5 447 #ed 2152 2213 +% 3tHGe and Kim 2014).
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)

iR
o

3 ¥ A2 A Z(abnormal discretionary expenditures)e] 73-%-
H], wHH], FA g E] B A 5o A FA A ES AAAFE
7 7S e AT, R Q8 vy dssse
(Roychowdhury 2006). ©]213t REM %2 &]-olA B 7]de] g3} A
dgto g eols Aetd F7b Avk(HtELH FallF 2011). o] ¢} o] FIAt 77
= A&z $l8lA REM S5 7138|7402 o] g3ttt sl ete /4]
7} o] & Blojd v ARl REM & Ato]] AAIH ] Fete] Radd o 17| o
Holga5°] REM &< ‘:’}7‘] sta 7tetely|= AR 793 AL ofyth o2l gk SHdx
A717] 1% FEo R AN "R HAY & R &
Qlo] EAlsHA dt}. webs] 4P A= REM= o] &3}
242 98l Aol ke PFo] o] Fod F U=

= 5718 7H F Uk
7180 Ge and Kim(2014)°] A= SARY E7]d& td o2 w48 Ao AAFAAE
o] o|2gk REM &&= tZo|ae A%l A2s] ntdgitt= 235 AA& Aeoltt o|H g 23}
X L AR 718 F A & 77| Hialolels AFeEAetr] 218 REM €52 st
e JAFARE ol e = 7] wjio] REMe2 S71d FEA g teix e F71=
APznde 87 F 0, 2= 7IYe] Feste FAlxgn]go] St Alolth & o
21gh 43 Aaks AAAFe] TR A5 AT FA2En] 2 W3] 918 3 E REM
g5 sl o] & A43] EA(detecting)d  Urh= HA Al 7123t whebA ol2igh Aab= A
FAAre] #do] XA ¥ AR & 4 Utk 2 o714 g 71A] o FAK el H= A& ARt
o] B A 9] m=efoltt. A= REM &5+ Fadlshs 49Ae] SHolA 2opd, FAAFYA] F-
ANzeh &S F7] 918 B2 02 REM %< o] &4l 37| Hio|s A2y e u AAA
o] FARFEe] o] & 2Hukd o qdvkd 3 Gl 7l REM E52 o83 A4 felo] UeA]
ol F-of FAR Aot} F AdAte] Il tigt =l dAlo] AAFAAe] AT ke,
Aol E&A 08 AFate] PRt oY E s A AY 1HaE & ki 714
JJF /\]ZP 7}01] HREFF o] =X 1 % FFolnz, Aol #A REME B¢ Balo|ele] 4
Se 223 Haole] o] Ak 2% A1
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2. REM3} 22 A179] Wb o2 AR+ A=

S|Alo] & AFEA ol JEIIXE AlFd Ert ol Aleke] XAl (nexus of contracts)Z
A 7192 Eeid e el AlFA A sl Fad JEES grk(Watts and Zimmerman
1986). Graham et al.(2 005)4 ATE 4019 ) A 2 139 xHCFO)S 2 17 G AHCEO) =
oz AERAME AA1E vk Qlth o] A= CFO9F CEOA 53 HolgatE0] 714 5
SAl ate 71983 AR Al 7 95 ARG ZAlA, 19171 o] (51%)°] i, the o= i
Z(12%), AT E(12%), 7HALE g 012(12%), AT E(10%), 71EH2%), BA1A H-
7 (1%) 2.2 YET o] ZAME T = AR Fofatsel] o] AHE OE 7|94
I A gl Hlal 7 FastA A o] &8dithe A SAAA Fa Ut o] ¢ ol
7140l A g o] wet AGAe Fiol Yol mEH ALY e o] A el whet B
Folo F2F AT felol Ao AT FoldA e on] AF4 AR ¥ vt Ut
T3 I AFELS o] S 4 3} | 9ol A TYAAEM)S FAAES] HEA Y
(information risk)ell th3F 2]¥F= K9kl (Francis et al. 2004, 2005), Graham et al.(2005)2]
AEZA A7) o] % REMF g ‘?i T7F A2k BAAH o' ZgPH A REMO] 734 -F% o<
o] A& FAsted o] RSP de¥rE B3 IthKim and Sohn 2013).

REMZ} #43gk A= A2 50 tefet FAE v ok & A9 248 Add+4+=
REM &5 tigh Aguhg-< Ao E FA ot 2, F7HHS, AT 7] o953, 418
5, AR AEE] & ERQIAHEH] & ). ol & E9°1, Mizik and Jacobson(2007)< REM F5=°
S 79YTE WHoRE FU A JEks nRitks AHE HudARE Aridow
F7tell B A1 Jaks nRithe ZA2E A AISHA T Bhojraj et al.(2009)> REM E& AEM
AFEA 7] o] o SR & FgE 2Fste] @A 7]l o] XA S o] &akA ¥l
o Mgl 7|g BTy FAAGAA B AR vhgo] YEhde F25e E ] #
ANk, TEE Chen et al.(2010)2 REM3 AEMS] % 74 o] %
SASHAY ol & AMESHA] 23 BA S 719 BT H3Eold el ned 7]
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AR B g2 FIPESoldhe Bl $lEE HoFiith 53], o] 47
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2) Graham et al.(2005)9] AEzALe] AFtoA] 7=} 3= 78%2] CFO ¥ CEOQ] A% AdA e 97 &
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itk oleldh A3k REMOILH AEMS] Abgolio] BAglo] AlgelA] 7]efehts %o oS 7]
QoA FEITN FANFE aF el hal e we v Zend g A A
o|mE, ol FAAEe] o]9e] AL neldrIuthe Biole] fEd wel 715 A o R

Arhe A AN olde) REMI 745 E 7o) #AZ $4G A7EN &
A2 FARSo] REMO] WEH ARdd e Az Fael1age] Mgz

by
Fas
i oo
s
)

sta e HoErh
o|¢} &g], REM#} zpEH]&olu SAkA] Al &-5H2e] A AuE quU9 dFEdAM =
EAE SAE(mixed evidences)©| AA|EHUTE & £, Kim and Sohn(2013)> REM3} U A}

A7\ A G Zhe] BAE $A Abe] A REMIETE oheh ABME WAIR A0 g3 fo)
& HH)Q A 9T Hasdnd T A7 APIL H010) D AFNH A
(2012)9] 97 4] REMZH WA A & 2ol felat gf+yel BAE Rashdch. ol
2el, EAT G0N WA ARG A AFH FPEAR G AR 2
SelA], REM % ABMS} A2 § 7] 22 §ol@ &(-)e) @A} ehd e Bastdn

Kim et al.(2010a)2 23] 2] t) =4 2H(bank loan contract)?} REM o] #AIE ¥4+ Ao
A R el frel @ K)ol BAZE $leE Baek AL, Kim et al.(2010b)2 A A F &)

(debt covenant slack)¥} REM Z1e] #AE 48 A oA REMO| S7h= FAlAleF 218 ¢
AeA Itk ARE Hagnh T3 REM# 3|A) A8 w3te] SIS Ao olgeat 3
Hﬂ@on)_ REM} 3|AH) 41855 3ol o3k o(—)9l BAIE Baugh v, vk 5(2011)
& T g T felg K)o A vdEhEe Bastsithd)

&Jj, Ge and Kim(2014)2 3|AHE AEA L 7|ds tdido= A8 ATolA
Roychowdhury(2006)2] REM =% 3] 5 81374 A7 AR Al$533 7293 ()9
HAE, REM & HBY 9985553 v3d Adrte sAabfeolas ~Zyes 5
A z2En] 82 fol et K(+)e AV o= sttt o] d7e o] AE v
ARk o2 REMO S7he Al&d&7|#dqA A&9de S7M71=
increasing factor) .2 2831, A HUFAAES REMO]

fo
ro
~
o
=
(]
o,
=%
=
w2
X
\

ha F A o] ATl A3t 3 Py FY %
27 REM W] 795 218573 23 A} a4 sk, ma g4 A% A%
o[} FEH REM Mot RAZ2 &3} fola ot HRIAE ek veb] o
S BBE PR AFAE] Fshe et A e ol ARE FAS A

olgel YA ATE A, Frhe] B35 REMT} ARFAA oA $A) 22

3) Kim and Sohn(2013)l|A4] AEM¥} WA A}7] AHE-8] 8- 7ke] FAIE Francis et al.(2004)3} L€ 23}
4) F Aol EA7IEE AL FLSAINL, o] A4EH2011)E F A ke AE AT
OLS 3| &AL, urEd 5(2011)2 Ordered Probit 3]#EAS o] &3t HollA x}o]7} 9l

)
é .Xl
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& Frol " AL AEAE AAH R 24 A= A9 &1, 199 A% Ge and
Kim(2014)¢] A5 Al&Jsbd FHAFEC] vv]|g FEolvh B3 Ge and Kim(2014)9] A7
€ A B9 EhE T4l o2 AT RG] wEe| SAE EYstA] B TIdolt 4]
d HA 9] AFE tEsh=H] SlofA] 22 @A vt whebA REM a2
G9Hg gt o' AAAQ AL Al e e 37 AAE e e da

7} et

>~

3. 7Hde] AA

A Aol F71A AEd upel o] REMI} Faj29H] 4 2o WA= A= diE e 7
7HA el 9l & Atk shbs T WS gt (H)e BAE Y Zelge AREAA
Wilolx, o shte 7 Wg 2t S(-)e #AE Bd + e 49

AEAAEC] 7199 REM 255 19+ 5 Qlti(see through)= Aol 71 2apA1%, $24=
o] & 7t3tgl 4= §1th(non see through)= Aol 7] %3t} o] ¢} #HAH ALgFE REMIZ}F FA|x
& el #AR AAste Bop pAd e =oetd vt At

(]

] =
2 Aes AA-e] sty EAE ¢ 3,]\‘:1"5 ZH'—HEX}X} < EA A A REMZ Hdd
BRAEe] A ALZANAE 372 QTE Aolth B REM BE0| Z7H5E 19
NAFAALE olo] Uig HHE R 87T ES Y F Jo8Z, REMY F7t= &
TIAA A= 710l Fele FAlEH]E3 R(+)e AV A& FoRE odd
= 7| | tal A FAAE ] ol 5 e B¢ o=
= FAsk=t ol B0l Erha QIAEte feld Fapated Fot
7 o|tKim and Sohn 2013). WA ©]E A
FAALY] B9 =ojea & E3E o] A= APAGe] EEHQAA A vigk 4
74 Goint hypothesis) & EA10 Selnt A3k 2ok, ARNEAA BN A RAAE A7
Satge] BelHeln e 3 | o] BEeIA 2 7 Bl S ARE et 7
B S AREAS) SR 109 A2 ol o] BARYA $AZL £S5
99 BH02 REM BES ol 48 Huololg FEPeE A 592 2 9AE 2L
T Adtt=d st
webs] o FA| o] m=olellA E TE e AdAte] wolth o] WS Aot gl A
AZF FAZ2EH] 8-S U57] 93 402 REM %55 o] 88 AAld 79

3} gelo] 9ITks) o] $HL REME The BAQTZolN FGA7H REM 252 o] §3l]

5) & AFolM Asle JE F 7R #FH L Ge and Kim(2014) 2 9153}

ot

&4 (2011)9 4] REM3}
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7] Haololg Fgay st A5 o & ola|@AAE] o] & & 7193 rhsAd o] AEM
it 9 ¥re e # At} o] E9], Graham et al.(2005) AEM¥} @2 REM&
FARIoI Al 71 #e] FE AL tlde] obd & ke A3 & A7 oy
£ AEMET REMS 53 0|24 & o] A5 Holgta F

5t o (Ewert and Wagenhofer 2005), Cohen et al.(2008)2] A= o] <} ## 3t A 54 A
£ AASta glek =k o] T2 oA 4Tl Bhojraj et al.(2009) 2 Chen et al.(2010)9] 7%
o} Zo] AUPFAAEE FAAGY] vk 2 5] Uehd Zlojgtu B Aty &
ol 7|2 nE & 4 BA7F REM &&= o|gste] Rarolols 4
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19} o] U] 7 1dE de R & 7% REM 53 FAl2H| & 1ol i(+)e] #A7}
71 = AT HH DA 71315794 7H | managerial opportunism hypothesis)©]
A A= EA], opH REM3} F-3] 22H]8- Jtell S(—)o] BAI7} 7IviE & A4 9Ate] B3 (=97
F&4 7V ; operational efficiency hypothesis)©] XXX A=, 757} SHtestable) 254
oo HZE Ao Holth webd E A Ge and Kim(2014)0l|42] 7% v} o)
AF7Hd ol W= F 71119 7344 7Hd(two competing hypothesis ; Hia vs Hip)?l i 7Hd &
EF AAIRE #, ofd 7P ] 73-%7F REM A 2gH]| - 3he] #Alol] o H-obd AvtE Yehue
2l tiste] A7 AAE ez dFHos Avr s} gt

AHEH G He] BAE AR E o HIY F MR, A9 715797 A 949 5
7Hd)ell tiat =9 1o} 7HgeA dEslr] fa) AUFARS] BHFE IR 787 7)) A
ko] FH (TGS 284 7H)ez A8t =2d Zolth F Ge and Kim(2014)2 2 Aol A
Agste AAFAR] AHE Az 73T MR, Agrte] #EE 9] 284 Ut
Arolgtn Rz gtk AT £ #H ] Aol Ax JPFEAAEC] REM &5 1H9e 4 gl
(AR 7138523 714), ol 2kgekr] Eahuk(9 /09 84 /MR TR APl
A= old tigte] AAke] %<l REM &5°] AAFAAENA oty & B QAT

Holl A Zgxle] 7]3] 03 P2 Pyt Zolu, Fake] A9l ABFEAAE] REMES 7Het 4
S Agzte] T REME B3l ddhe 58240 7hesithe A #AAA 2974 284
olgta W Row B £ itk

o)

h=1
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His: the 27le] 943 1, REM 53] ¥& 719945 Pazg e 23 ot
(managerial opportunism hypothesis).
o ThE Z7lo] AR W), REM o] E&
(operational efficiency hypothesis).
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tlo
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g ¥4 REMS] FUH S A F, o2 F48 REMZ FAl 220§ 3hl
WAE R A9 A7RES Agah ae) S
AR ARE g

1. REM F4& $st =

oﬁL

m

REM= 34317] Alaixe F7g0] dasith & A7 REM= ThE A7EclA Bugo s o
453 9= Roychowdhury(2006)°] el et Al 74 deje] REM SHAE F4513.
Roychowdhury(2006)2] E&oA= HELFS B3t o]y A8 H4ZQA 3 v 342l
TR TRk Ut &, o] AT v 9 dH 5 F(abnormal cash flows from operations ;
°]3}l Ab CFO), H]%d%} A4t 7Habnormal production ; Ab PROD), V787 |74 2] Z(abnormal
discretionary expenditures ; Ab DISE)S F%33l7] 913t 284S AAIgE &, 7/H2 REM 52 F
Aol o2 REM 24 %] & H3It}6) Roychowdhury(2006)0l 4] Z|oHe Al 714] & ele] REM2]| 33
TG4 ofgel A(1)FE A@)7HAsH 2

CFOJ/Av—1= Bot B1(1/Ai—1)+ Bo(S/Ar—1)+ B3(4ASY/A 1)+ & )
PRODJA—1= B o+ B1(1/Ai—1)+ BoS/A—1)+ B 3(AS/A—1)+ B s(ASi—1/Ai—1)+ & 2
DISE/Ai—1= Bot B I(I/Atfl)Jr Bz(Stfl/Atfl)‘I’ Et (3)

o714, CFO = t7] ddTEo s 03 P52
PROD = t7] A2+ 7H=COGS["| &9 7} + AINV[AA] TLA}2H)
DISE = 7] A4 X]%Z%ﬂ?*ﬁ‘ﬂﬂ%l‘iiﬂ v — A F 23— 2Pz
— AR H] S — B B+ AT + (A7) -+ AAA A ] + A A k)

6) REM ## <179 4= Roychowdhury(2006)2] el wah 34 € A 714 REMS] 3¢ 44dF5 52
A, ATt Z7k A A& #HAE Bao]dE F7M7)E o °‘é7éEEH«I AN e
7) & ATE BAT S(2008)9] W met AgH AEE SGaseh. 4, 2FTA e A9R2010)9
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A = t7] 712ZFAt
S = t7] "&Y
48 =] WEde] Wl

3 = 223t
Ao 719l tigk BA1S Ak

Roychowdhury(2006)= $1<] REMe]| tgt 374 WH -2 Dechow et al.(1998)2] Wl 7] Z38te] 3=
J JAFAFEE AAA AT 2 FAA A)

HRPAE P eta ek & 2 FEH HA
FA 2| Zo] wjEH T} v Za o] WsHid] vl gt 7P ek ghE, 919] Al(1)FE A7 A
WA REM S84 BFe A9-d=d Jd

1 oald AL B =Adrks) w4 71K
REM 247 A()FE A6 217E 2oizl /dr1sie] Aae(e) @olth & A7
o2 We| Ab_CFO, Ab_PROD, Ab DISEZ #att} 2 a7 Madye] Wzt o

Y& #3ITHKim and Sohn 2013 ; Ge and Kim

&
S7Fe Hatolofo] kA E e Wakew
27} REM< o] &3t Hio|elg A%
FH o2 AMEE = 7] vl Al 71A
REM= 37tet 34 574 il(REM)iE B2 6+ tHRoychowdhury 2006 ; Sohn 2011 ; Kim
and Sohn 2013 ; Ge and Kim 2014). o]2{gt SHE &) 98] & A= Al 7HA] 7184
REM# 34 REM S%2& Wasto] AuEnxa}l g},
T3 B AGE REMO] Falz2En] o) n)X]E Jaks dolH et glo] AEM HEE A3 &

o] AZA3=E A3 H 12} 3tKSohn 2011 ; Kim and Sohn 2013 ; Ge and Kim 2014). ©]= 9|3}
o] AEM9] 3% & Kothari et al.(2005)] W ol wha} 333810th) AEMS] 44 Zx}= REM =
2] 735k Ttk

il

Ab_CFO%} Ab_DISE Z73]oll tisiA = (—1)9]
2014). o|2A Z43PA Al 7] 7182 REM 5
A€t 39, REMS tHE o|d 04?52 7

AR W ol 8 = A

g\l

o

1
9,
?
w
ol
ol
L
s
0?4
e 02 F¥
o}N —

41

WP sh o] ghojul g gelu] AAE DISER A4 A B 7o A2Asks A50R fA1) A
oz ey,

8) ¥ A= NICEAISH 7P E(F)9 KISVALUEoﬂ Aol Add FEF 7]Fo] wel TE-E KOSPIst
KOSDAQO.Z }Fo] 247 REM< F48t%al, ok 4] — A= 2 24 207] o]/ 3 2hd & ulde

= 353
9) Kothari et al.(2005)9] #el WE AEM 33< 93 234 tha1 2}
TAJA—1= Bo+ B1(1/A—1)+ Bo([AREV, —ARECJ/Ai—1)+ B+(PPE/A—1)+ B4ROA+ &
A71M, T4 =t7] NI(B71e01)—CFO(Q98EeR A3 dF5H)
4 =v] NN2FAT
AREV =t7] wiZ&He] Wshit
AREC =t7] &A@ W3l
PPE =t7] FYAHEA S} AT A4k A9)
e =23
Ao i1l i BAE Ak
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@ 2= REM# #g dAHe o Fajzdu| & J3Fs nj3 o=
© 9% FANTE Aok vATHE 55 233 7954 W tEo] AEM, 719
3 2 AW oo} AA A Fgkol| whE 113 A 3K(fixed effect) S EA|5H7] Y8l Az
IND)# AE(XYD) tn|H47t Rg 2o F7F2 e = At

HA 2 (4)e] FEHHF(YS)E 7Ide] FEete Fal22H]E(cost of debt)o]t}h. 3HA|RE A )
A AAFAA A= Eo|AEo] vk APAFES FAH 20 & SHAE o
b o 2 KA 2}Q] o] AF&(borrowing’s interest rates)©| L} F-A 2FY o] Ap&o| A 7] Eo| A &S A}
73 Aol AHE AZ | = (borrowing’s yield spread)E ©]-8-3] $Th(Blackwell et al. 1998 ;
Pittman and Fortin 2004 ; Kim et al. 2011 ; ©]438 2011 ; o]443 % 2011 ; ¥ 3} Bk3-$- 2011
;T Al 2013 5 LT Hae) 2014 5 A48} 2015 AL WA 2015 5). E
o FHZ 9] Ao FAxzGr$oR S %6371%*“&—% EM}QE z719] Afdolat&
(initial bond yield spread) At5E ©] 8- 5= UTHGe and Kim 2014). 1] 2] S X
= 3 A freTd B te Ame UAT, A T gAY ARE AAACR F4
sto] o] & AlFal F= Tl ARUL obA7HA] gtk B3 AAks AFARE o] &t Tz
g9H]8-2 S AN, $AE AAFAE ARE o] &ate] STt g, B AFoale} 2ol
7 AAE tH”Oi AT ASoe dA AR AAH Sl A5 Ak derg
o gk g ARE Fol7] ofHar, w3 AR Ea e 2719 Ao AR ALE F
AN ZEH] g %Ei 57l e 74X gtk v Hxpe} o] AFARE o] &5H 7]
A AA o et FAH 20 &= 2 AT e AFARE o] &3 I
AgATFEe W} 2ol A 3 T o2 FH ZHXNZ BAsuA
gthio) B AFE o] 8 E NICEA! 8 337}%1 «1 } 4L

L3l = NICEA €3 71 HE)e] KISVALUE to]Eju]o] 2ol A A3 FH| 83} 3

ﬂolx}%w% o] &3to] FAfAfqiolA&S St FAAE = **6301? oA K
o2 o] §H AT WHI} o] FHFEH S-S Fo| AR FANZ Uro] BRI o A& Al
SFATHEFEL 7 vhakg 2011 ; B AR 2013 ; WA T &4 2014 5 A48 20155
A dz v Ad 2015 5). o F 2 A}
of AN Flo] ¥ Ao FHHUFQ AYgolas 2
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o] Jtia MgPAFe] Fao] vy EA I THFrancis et al. 2004, 2005 ; Sohn 2011 ; Kim and
Sohn 2013 ; ¥FEd = <l 2013 5). wehA] & A4 MPAF 2ed 7} 1121(2013)9]
W o] YSE A4 FASFHTRE S & BTk

214 TAMEE REM 2% 2] £°|tH(REM, Ab_CFO, Ab PROD, Ab DISE). 7+ REM
I YS 7ol BAVE AAAFAA AHE DAY 71315794 7HAE - managerial opportunism
hypothesis ; Hia)] AR AT 2](4)ol A REME] 3 AATE Fol et H+)Q #hol dlddch s,
>0). ol¢t g2, vt T W 2k dAIZE A HH(-83e] &84 7 ¢ operational
efficiency hypothesis ; Hip)°] XAETHH REMS] AlG4E 723 S(—)2 kol dlddth( s, <
0). = T Ak TS tFeZ $43 Ge and Kim(2014)2] Ao} o] F W= 7hoj
Folgh F(+)o] BAY BRAGA HPFEAAEC] REMS o] &3 o]z g ¢l e} a2 ol
FHLE 1] ztol & AR tukete] o] & tiEo| Akl AH-d] W A7) AL itk HellA A
AAZAA Aol BE&A widol= alF Aol ¥ A7 ¥4 &5 Aotk 2 7 F
A ()9 FAZF eIt A TS 0] A 9Ake] RE
REM &5 o] &3 o]z 9o 34 I48% o] A= 2y

>
b
ol
ol
i
N T

A ot REMO| S7Fe AdFAAREC] thEelake Ao 23] wgA|7]#] Rgvhe d3jol
bR ol e HAAGAA Ade] HEEA wiida #Eg A S WES F 3

S
202 2@ 232 uE FAWFE AYPAFEAA o] &8 HG5E 1231 THMansi
et al. 2004 ; Pittman and Fortin 2004 ; Ashbaugh—Skaife et al. 2006 ; Prevost et al. 2008 ; Jiang 2008
; Ge and Kim 2014 ; 943} Fal4 2011 ; o] 5 2011 ; 9HY & 2011 ; 9593 &4t
2014). FAA R, 2g o] nE EAWFE AEMROA A35A A2 wadol) LnRATING
C1948-55), MKT(A3-#%), SIZE(ZIHTHE), LEVCHAHE), GRW(IZ< “3734d), BIGA(RH
AR f+8), ISSUE(Fd5Ate] %), BOND(AH 8ol %), CFO(Y A& F35.5), LOSSF(@HA 33t
EAAY HIE), SO(AE-ZA A ), BETAGIAIA 914), VOL(1dzE F242l829 #4h
AGE(7199%), GROUP(Z|A &Ko), LARGE(HFF A|24&), FORN(S| S AFARAL A2
&) Folth A gk AR Aol of S A@)e] sttt Busta gleng of7|xe
ARGl A ol froll sl 7HeFe] A H A} gt

11) 259 «95Fds2 2gste e g3
10,000702kx s Y =2
AAA 7V e g |
247} 10,0002 Vo] S gL el
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o 71Z3 11213} th(Mansi et al. 2004 ; Jiang 2008 ; Ge and Kim 2014 ; 9}<138] 5 2011 ; 9}
< 2011).12) 3t Ge and Kim(2014)2] W3} Zo] 7]GA&5F AAZT g F 3l =
3Rt MKT(A ol e Ao &3 7] 50] AdaA el &3 7I1dE 5
o] 71999 kAol v AFAEY AlFdo] B & ¢ JeBE, MKT= YSO thall &H(+)9]
WAL oA A Ed 2 a2t 2014).

SIZE, LEV ¥ GRWE 488l 7|9 54 S el HigEelth SIZEY] A5 719757}
F4E kg Aol =S & Ut HollA, SIZESF YS ZHll S(—)e A7 23 E th(Sengupta
1998 ; Jiang 2008 ; Ge and Kim 2014 ; ©]3& 5 2011 ; 95 5 2011). &3t SIZEE= 232
A AE WHEEd et el 98-8 t(Becker et al. 1998). LEVE AFH &2 A
FA 258 S el wgeelth ek LEVE YS 2ol ok(+)e BAI7) <" th(Mansi et
al. 2004 ; Jinag 2008 ; Prevost et al. 2008). GRWE "|& A4S YeEh & W4EA 1483
Adste 7I9YTE AUANGY] TSN w2 HrkE S F vk @9, Aol =

a_’ H]ﬂo

< =
S 79YTFE AAe Baold s T Rl 9l 7] wiel AHFEAAE] olF 1
2 gth tEo| A& Gold £ gtk 12]gk oA GRWE YS Tt d&E4Q] oS0
ofgrh. webA F WG 7t Al AFAR e AFE  gleng B AFde HEl
WakE AAsAle ¥sith

BIG4E ZAREA S Vel & Wgeolt). Big 4 7AFQlo] ZHAFSHA non—Big 4 A1 Z} vl g
o A2 HAEA] ¥ Ethe A5 SAEC] v EAg i Mansi et al. 2004 ; Pittman and
Fortin 2004). W2k BIG49} YS 7ol 2(—)2] #A7} o’FE ). ISSUESH BONDE 7]192] AH
223 B fFEolth 45 AE Fashe 719 ARt o]dxd o] ErheE AT

2 ZA7} EASEZ(Teoh et al. 1998 ; Cohen and Zarowin 2010 ; ZFAlole} AW 2010),
ISSUE®} YS 7hell 9¥(+)e] #A|7} 7|ttt w8 BONDE 2] A9 ¢33 7|gESdA] F
2 A S Tyste g, o]d S B BOND9 YS 7ol ()2 #AIZLE o2 <= 9l

oy e R, OA KATAE ’“333}‘:1: 7193} v IR 2 A E dEhe 7Y ﬁ/\]
n)2f Anre A Hol7] 98k o] %% felo] Hrhe MPATe] FH4E UrHMansi et al. 2004
; e Fae) 2014). 1 "LEE Aol A= BONDS}F YS 2t S(+)e] #AVZE Yebds 2
v glemg(HEdIt et 2014), & AT F S ol HH)E BATE d3En

[

al

12) ¥ A7oA LnRATING 55 3|4 41855 ¥4 thal NICEA &3 718 25

AEGHE 0183 o] fE A Al EEHE 3

% 71He A T WH%}OW}. ol ¢} Z] NICEA &3 714 2&)
< BE AAGS e R AbEsta gy
= V3l
[¢] =4

|
( 7 E.'za A&53)0lA 108

o[n
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CFO®} LOSSF= 7|¢9] i #) #edeh vigsoltt. drtdo g JYddasge] HaF
AN =7} BEFE VSO H(+H)Q AL o3 thJiang 2008 ; BH18] 5 2011). whet
A CFO9}t YS ZFoll ()2 #AIE, LOSSF} YS Tt <K(+)2] #4171 7Itdt) soe =
E5AS PARg 7igelw AhAte] oy A=rt mrhe old AFAF] whel nE 2
13 FTHPrevost et al. 2008). ek SO YS 7ol o(+)2] #A7}F o 4d ). BETA 2 VOL
= 7199 1/9E8 S YeElE dFEelth dgATEdA s ME7Ide] AAA $1gde] &
TE, FAFAEY Eibo] F4E Hazdu|fo] F18 Zlo g o33k vl lth(Prevost et
al. 2008 ; ¥FEL 3} §24e} 2014). Wb BETASH VOLS 742 YS9} ok(+)2o] A7} 7|de
T} AGEE 7199980l 245 PgAQ ZIdolgte HellA YS&F S(—)o #AV} o€t
(Pittman and Fortin 2004 ; Mansi et al. 2004 ; ©]*33 5 2011). GROUPE 7|43 ol &3t 7]
dol 23] e AFETh BA A k] yREA o w2 FER A L] A7 o AskE
T QF 2 wEd 2011), T3 7jF Tl &3 71?3 WA 55 53 oldxA 9
7Hs/d o] ol AAFAAES 71‘”%’4?‘5401 H 71 AR QAT F ok APAFA =
T W el K)ol BAVE vebde Basia 3}211;(3?%—%? FaE 2014), ¥ A7=
GROUPS} YS kel f(+)9] A7} 71EH%1’%.

LARGES} FORNE &f129 #dg iseEolth s Aol = tF5F A28 (LARGE)
o] #&%E 719 oldxHI K+ ANt Us =Y 2003). kA
LARGESH YS 7t F(+)e] #AZE 7Itidh v, s AF52 =< A E&(FORN)°] &=
L7145 719l Wg Al - o] gapdel ST FAIUGETEE 5 2006 ; HE

&

0 mlo
i
=
_0|L
3R

e
AZ
i
A

flo

d % 2011). o]# & #Ho|A ErbHd FORNT YS 7ol S(—)9 #A 7} o).

- 9= Ge and Kim(2014)9] Wi 3} o] FEHMFQ] FAj2gH| &3 A o2 S35k,
U 2] A Al Ak lagged)E & t— IAH SR S8 o] gt HS T W]
AE AuEE=d o] yebd = = WA d(endogeneity) wA1E 33 5= e A3l

NE A
(Jiang 2008). T}it, FAH S F 218539 4= Ge and Kim(2014)2] A<} o] 50

o 22 A]@(t*]@)gi 278kl

& 7 2001958 20116974 AR Lol AE e 229881 S
o s tFo s HEAT = S AH ST

() S5l &ob#] &

() 129 A4

(3) NICEAl €371 Bl KISVALUES A E40] g3k ¥ z2gu| L, 7dAE5H, 7]

fr

714
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B} A Fe} o5 2 AR 2kE Bol dgTte e 719
(4) 3332l 3lEe] TS2000014 2|28 =
(5) BIAA Al AL we 7)ge A9
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+ B16AGE 1+ B 17,GROUP,+ B sLARGE; -+ f 16FORN;— 1+ ZIND+ >YD+ & )
, pred. ZEHE=YS (ExRI0|AIE A= E)
Variables . — = - - "
sign 231 2y 25 3 23 4 2y 5
Intercent ) 0519 0.524 0.532 0515 0.531
P ’ (7.875™) (7.980™) 8.111°7) (7.816™) (8.087™)
0.122 0.148
Ab_CFO +/ (2.348") 2.726™)
—0.074 —0.048
Ab_PROD |+/ (=3777™) (— 1827
—0.162 —0.107
Ab_DLS‘E +/ ( 4 654***) (_2.353**)
—0.067
REM +/ ( 3 612***)
AEM —0.129 —0.094 —0.092 —0.135 —0.080
(—2.898") | (—2.240") (—2.190") (—3.025™) (—1.893")
—0.066 —0.068 —0.067 —0.069 —0.067
LnRATING (—54027) | (~55777) | (~55087) | (—5.6297) | (—5.528")
—0.011 —0.010 —0.009 —0.008 —0.010
MKT Tl - 1s0n (—1.400) (—1.339) (—1.199) | (—1430)
SIZE —0.005 —0.006 —0.006 —0.005 —0.006
(—1.809") (—1.877) (—2.039™) (—1.7259 (—2.0027)
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<E 4> REMZ} 2rf=

EE

| 2
=)

o] 2HAof ThHEk CHEE 324

21 (A%)

. pred. ELHL=YS (RAAY0IXtE A= E)
Variables ) - = = = =
sign 235 1 2% 2 2% 3 23 4 2% 5
LEV N 0.220 0.228 0.225 0.220 0.228
(11.776") (12.261" (12.115™) (11.805") (12.299")
0.004 0.013 0.004 0.002 0.012
GRW + (0.506) (1.583) (0.465) (0.187) (1.474)
BIG4 - —0.013 —0.013 —0.014 —0.013 —0.013
(—2.390™) (—2.4107) (—24787) | (—2450™) | (—24317
—0.003 —0.005 —0.005 —0.006 —0.004
ISSUE * (—0.501) (—0.664) (—0.668) (—0.843) (—0.612)
0.050 0.048 0.048 0.047 0.048
BOND Tl 6310y | 6042 (6.061°) (5976 | (6,068
CFO B 0.035 —0.069 —0.044 0.036 —0.090
(0.681) (—1.7879) (—1.139) (0.698) (—2.233")
0.043 0.043 0.042 0.043 0.043
LOSSE Tl 2200 | 23377 | 20697 | (21777 | (22517
SO L 0.042 0.042 0.041 0.041 0.042
(5271 (5.323™) (5.145") (5.118™) (5.298"™)
0.010 0.010 0.011 0.012 0.010
BETA * (1.391) (1.400) (1.549) (1.583) (1.417)
VoL L 0.049 0.049 0.049 0.048 0.049
(3210 (3.172) (3.166™) (3.121°) (3.185™)
AGE - 0.021 0.023 0.023 0.024 0.023
(4.153™) (4.406™) (4.523"™) (4.547°7) 4421
0.013 0.014 0.014 0.013 0.014
GROUP * (1.723%) (1.863™) (1.807%) (1.790™) (1.859%
—0.145 —0.144 —0.144 —0.143 —0.144
LARGE * (—8.852™") | (—8.830") | (—8.779"") | (—8.766™") | (—8.824™)
FORN - —0.084 —0.091 —0.091 —0.094 —0.090
(—3.030") | (—3.2607) | (—3.278"") | (—3.3917) | (—3.230™)
2IND included included included included included
2YD included included included included included
Adj. R 0.187 0.188 0.188 0.189 0.187
F Value 73.9917 74.318™ 74.594™ 70.623"" 74273
N 10,479 10,479 10,479 10,479 10,479
F1) ¥ Hoe <E 2>9 sy 2
F2) BA71ZEe 20014 5E 2011A7AA (F5H5 7189,
3) ok 3 ARG BT A t ghol oL, ek, wx, w2 ZH2E 1%, 5%, 10% FEollA 2
o o
=
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7] o] 27ie) REM 263} 88 2o REM 250] AA%AA 07 ohe wheg Kol

1ol e e @ AR AR mE ojgge] Utk et o @ A3 Uehd ol 3
shtel s e MEelel A% 9Rstel AdE Bal o] Tl E B4l 97 B o]l @
REM €52 9)3ejde ok o 47 9449 /b5 & 08 Helh yiul, u)§ Zwe|
o] REM HE 9Ae] A5 2l 97ste] ARDES FahA BYHE S0 2] BE
o, % 7190l WA o2 REME 243k Wilel 98 & gome, 9% Puolga 3 o
el AREAAES] A o2 FANAL 10 Fsgol FHOD ¥ %E FE 9] 1)

ol olglgt Aol 2 <l JEhd AR dtEh
ool AFE FFshH, Ab CFOE YSo| thall 9i(+)e] #AS Ho|A|vk Ab PROD, Ab
DISE, 2|2 Al 7S F&3 REM 23X & YSol sl &(—)9 #A=Z vehdl wabA
Roychowdhury(2006)°l14] AIHE Al 71A] REM % 5 7FA1¢] 7d-$(Ab_PROD, Ab DISE)$} ©|& 3
Akste] E3et REMO] 7%l A] F-ajaksd o] A& }\Effﬂtgr Fog () TAE Hola glo,
AR o2 S FAA71 e AARES tdoR F4¢ A REMI FA] 221§ 3o f-9]
()9 A O A vEha 5S4 4 itk 8@ el B Al AlA " 7
4 A9 AR HipQl A9Ate] (974 B84 7M)ol AAH = A2 Yesdth A
2 REM Z Ab_CFO9] 7= A FAAE] tZolAs 2o 243 ntgste s o2 Yeht
HiaQl AAFAARS] B (7 d7te] 713794 7M)E A5 AR E Z23E Bt nhebA <3t 5>
o] ASAAR B 379 AdAEC] REME B¢ o]z o] Whgdl whebx = Ad T4}
F9 APl APEHQL A7) Sl HefEr) i, £ A7A = Ge and Kim(2014)2] A5
Avte} tha AAHA| @ 23S HRIt ¢l 2, Ge and Kim(2014)2 &+ AollA 9} @) v]= 2t
E o] g3ta A EY7|GNHS tido s EA4% AufoA Ab CFO ¥ Ab PRODE YSOl| Uid]
g oi(+)9] A7S B vt vk 12yt Ab DISE 2 Al 7FA] 282 REMO] Z$-= YSol
EHoH AR SR folgt Ayt #HAE A= @Skt Wb Ge and Kim(2014)9] 54279t £ A+
A= ¢k vl WA Ab CFOZ #]9]8+ YUl Ab PROD, Ab DISE % F3H4 REM EFe T2
A7 Jehda a2 & 4 UThD)
olFe] Ao A & U], <& 5> A}e A} 713700 A o]z P9 =A] FAfat
HolakEg FF7] S8 REMS S7HA1A Haleols Fdxgsitats dA2 AAFAAES
o] 5 AA3] FA AU 1HslA] Feta dleS Holwth weba] 2 AFAde AAFAREC]

REMe] el Zdntal o= 23] gx]stA] 58 v Fdabs FAZGA o Adela&s B fri=st

o(|

19) Cohen and Zarowin(2010)2] ®Wiidl] w2} & 712 232 RMI(=AB_PROD-+[AB DISE X (—1)]) ¥
RM2(=[AB_CFO X(—1)]+[AB_DISEX(—1]D& =43 & <X 4>9 FL3 &4 S F3el Hokeh
AW HEe 2 YA = FXAT, 1 AT ©2W RM1 W5 55 YSo| el 34
St FH)°] —0.061(—4.448)°]1 12, RM2 W= YSoll tlal —0.070(—2.416) 2.2 2172} 1%} 5% &=
AN Folg Aegtor vYetwth wabd F 7R 2314 RM SR E o] &3 23= FH4 RM
S 2 ¢} np7IA 2 HIBY 292k #AEDRY &84 7)ol AA AT
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7] fJate] HiiH o ® Qo X HETEGAd o] W o] s o] 8 AAA felo] A
T Aes ghoq a3 HelA 2 A7Ade JarEY FAAEC] A9Ake] REM2 o &
g o]z P ¢lel| thelA AAs] taketA] ZE o 7] witel] DA R Aol e R FA)
Aol FHE F UEE AAFAAES 2 H40A REM 55 o] 838 A4 f<lo] &
Aethes 454 SAE BdFa ok o9 22 A o R REMS thE AdFEdA]
REM< ©] 83t o] )24 397} o Foll A & #AEA] gethe b #49= 53]
£ A2 ZA 0tk ®=3 A3l Graham et al.(2005)S 7140l REM &35S ©]&3F o]
& A o A Qo= AEMP 2] ARy A 7| o] FE AL thdE
ofd F e Ax vt ok olgje MaAAFY] FAI B AFARE FAl nE 2ok
W, & AFZ2 I A= Ge and Kim(2014)2] Azke} @2 REMZ} YS Ttoll= 23 H(+)e] 23

7} F2 #EEE Aol oiyel, I A7 AAE e A5 £33 REM S| 2] 7
1+ Ab_PROD#} Ab_DISE®] 7--ellx1= YSel| thaf freolgh 2(—)2] #A7E F2 et 9l
uwpeba] olel Aabe S AHAN A 71 go] Al Al el B&A wiid] #AI7E 2
UT= ofulahH, wEgk o]d Faell M= AdAte] FEQlI) #Eg v &5 Bt S/
ofe}, AgAte] =Y A o] FAZ} AN A AR A GAE EAE ZeAE 7 s
A|AFgiLY,

b, AEM(A 34 A o] A7z YSel dlall FHRY BF fol et o(—)9] s = UERsth
o]= REMEETF of 2} AEMO] 23 JA] A FAAES &0l 2t A Aol o] & Ad3] HgA]
7|2 Ratm e onldi). o] Axbe Mol uEdn) §hek2014)e] 99 I g},

718} BAe] Aos AR, TEUSF YS9 e WA E Hol= WFEE LnRATING,
SIZE, LEV, BIG4, BOND, CFO, LOSSF, SO, VOL, AGE, GROUP, LARGE, FORN o]t}
A2 0.2, YSE LnRATING, SIZE, BIG4, CFO, LARGE, FORN ®4=¢} g(—)¢] #A =S, LEV,
BOND, LOSSF, SO, VOL, AGE, GROUP ¥¢}= K(+)2 #AZ ettt & 7IHdAl 55

flo Hﬁ-‘: 5

o] B4, NGTFLI 25E, Big 4 A ML A, dRAFEFO] LTS,
YFE A EEe] $25E, ATARAR AP go] HS4E FA x| go| ha, FAH] Eo]
FL5E, HAAE AR A1Gelw, HA 337 AN MESL Bow, AELHS P4}
@ 71qlole, 245 Be Mg 245, AP A5E, 19T £ Aol
AL Sl A Ve CIEI A < 2 Rl e Sl Bl

?‘SJIL, ";AH EAWse] A9z B u) AL5F(LaRATING) 2ol% 7] 5 (SIZE), *

FAA(LEV, BOND), 4=2J4(CFO, LOSSF), ZAI(BIG4), = E$E(VOL), 714<] <F
(AGE), 2-87%(LARGE, FORN), 719J - tte] A% ¥(GROUP)%} O] 233 #-he ~
o] Pt F(S0) Fol AAAIFS FAAENA Ee|A-&dd T3 S vAe 2
Fie AS ¢ & Uk

>~4
o2 JHT\ r _>1‘L =)
B oo ox -d
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4
2 Aol A9 <E 4o HASZA I tisl] 474 B4 (robustness analysis)e] L3t g
R 7 F7REA e R Fed Bokrh FAAQl AR thed 2 th 3, Ge and Kim
(2014)2 LnRATING ¥4 uw A wE LS H(residuals LnRATING) W42 2820 12
457 WFe L3244 n8E e SART ol
T W52 ol gslH EA WS 7o A ]
AT

_1_4

o

)
kot
tlo
4y
o2t
2~
:L
Lo
°
o 2
rE
Olﬂ rz

o,
rlo

U |
=g % U] rqmﬂ ERERFEE 144
7} 94 7] witelt)h wehd E AFE Ge and Kim(2014)2] Wel w
HEE o] &dte F7HEA S Faal] Byuth2o olo} #ee AR A=

Fjlo?l ¥

o

fu
s
4

3 5> U

2

&

oo

A
ool M
£ ool X

a

X

M7
Al

H I

(B 5 dAd 24 1:HuE da8ss HeE SAHst =

YSi= Bo+ B1REM;—(Ab_CFO, -\, Ab_PROD: |, Ab_DISE. )+ [32AEM;+ 33LnRATING;
+ BaMKT—+ BsSIZE—+ B6LEVi—1+ B1GRW,— 1+ B sBIG4—1+ 8 oISSUE—

+ B10BOND—1+ B11CFO—1+ B 12LOSSF—1+ B 13801+ B 14BETA—1+ 8 15VOL—

+ B16AGE; 1+ B 17GROUP:+ B 1sLARGE 1+ 8 19FORN, 1+ XIND+XYD+ ¢ )
, pred. SEHL=YS (RAXIUO[XE Az E)
Variables . — = — — —
sign 28 1 28 2 28 3 28 4 28 5
0.127 0.151
Ab_CFO +/ (2.445") 2.784°)
—0.070 —0.045
+/— ) *
Ab_FROD / (—3.551") (—1.708%)
—0.156 —0.104
+/— xk .
Ab DISE / (—4.466™) | (—2.282™)
—0.044
REM +/ ( 3 372***)
AEM _ —0.140 —0.104 —0.102 —0.147 —0.091
(—3.15877) | (—2.488"") | (—24377) | (—3.2807) | (—2.161")
—0.068 —0.068 —0.067 —0.069 —0.067
LnRATING (—5.5977) | (—=5.579") | (—5.505"") | (—5.629"") | (—5.528"")
Control variables ? Included Included Included Included Included
N 10,479 10,479 10,479 10,479 10,479
F1) "¢ Fole <i 2>9 stdd 25, o, LnRATING 4l A u¥ 4185+ (residuals LnRATING)®]
H@el .

F2) BA7IZE 2001AFE 2011A7RA(FEHSF 7199,
T3) 2oste] FA = 2 A AT 7ol AL, sk, sk, #2242} 1%, 5%, 10% T4 F9

M
1%
i
R
it
)
B
ﬂ
ruL
ol‘
ol
r2
vl

20) ©] W'H-S Mansi et al.(2004)2] Ao A= o] & v} 9l WHo|th
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5>9] 7«14# B AnH ALSF HEE »ngA6 EAE Tl = Ab CFOE YSol Wl
&l 5% Ttoﬂfﬂ frolek oK +)9] F2(=3 1), Ab PROD9} Ab DISEE YSOl| thall 2z} 1% o5
T

oA Felat S()el @S2 29 3), E Z34 REM AA] vl lal 1% Sl A fela
&) %ko UrE‘r‘;bﬂ{Efﬂ b AmE NG5 Wes B4 FolE REM} YS 2He)
%l

oZ
qoz
B, 4 <E B FHALE Pl eleE 399 £ 2Aa9 22

ol AFsclde TS T IAER S5 24T dTEE v EAPTHL

wWepd B AeAE FEUEE DAY AL ATAE A LAY ALE SH F WA
95U BAE 37k P8 Bt 1 AT <E 6o Yehidch <E 6§ B, @A <E
4>9) A3t Ao FAG A7t BANT UGS 2 vk olel@ AU 2w WA <E
5] BEATE BHUE BAZD 8-S FAAYOIAE Amam FAAYOAEE 53
@ 755 WAglel WARE WIS ¢ 5 Ak

A, A < 452

(i
&
rr

AEMS] %3-S Kothari et al.(2005)2] HPell wa} ROA AFH-EA
A wAYA o 2 EAE AT 2 A= Ge and Kim(2014)9] ®WH 2} o] REM
7} YS 7te] #AIE LolE = Slo] ARM WS FAS T2 ZyE AwHE ettt 29 Ge and
Kim(2014) AEM-- Kothari et al.(2005)2] '3} 2] Dechow et al.(1995)2] 4% ¥ Jones =82

ol-gsto] FA ST wtA] E HelA = o]l g Abgte] AFA I Afo]E WAAAT|EAIE Lot
H7) QA ekAle] MePdTte] Wizl Fo] REMZ YS o] #AIE AvE u AEMS T3 ¥
Jones®#(1995) 0.2 4t & SAATE nefste] ALA S el Bttt AW o]of #g
@ﬂ‘é Ao 32 YA = GSAIRE <& 4>0] Aol AR o2 fAkeE 237t Uebgs 94l

T AU

Y
2
rk

=
{
4

S 2tk F 299 BF oA AYWS F LiRATING S $&¥ 52 A48k, LnRATING S A <]
ot YA W REE AR st BF4E o] 83kl OLS 93]‘715"‘ =3 —’Fgﬁfﬂ‘:} i 7R
Al Z dojzl s 7)ol EH'J Pi}ﬁo (residuals LnRATING) gto] 2 ud 4l-8-5Ho] k. o] a5}
#2& 71 LoRATING 5= thialel] 4(4)el mefstsd =] Exﬂtﬁ = 3 Avgilgele o ol
el A Ev 5 ’\](4)01] A ¥ LnRATING ®l<¢} v 8 Al Tt EAjste 2 484
o] B Auwd A&ew HUFE o] &ste] EA6h 1 o) A&5F Mot e Sl Tt 2y
He g2 A8 Bl vEA o "ok mebA < 5> A 249 e Fad A8 e
HFE 78 F ol & Ade] 240l dA] agste] 243 ZaeM = Bl REMI} S5
Q1 YS 2ro] BAVE A <H 4>9] 759k dXE At UshteAE AT ET] g Algolth
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(H 6

YSt: Bo+ B 1REM—1(AI)_CFO[—1, Ab_PROD[—l, Ab_DEE—O‘i‘ BzAEM—l + B}LﬂRAT]NGg
+ B4sMKT -+ BsSIZE,— 1+ B6LEVi—1+ B71GRW— 1+ [3sBIG4—1+ B oISSUE;-,

+ B10BOND— 1+ B 11CFO—1 + B 12LOSSFi— 1+ 813801+ B 14BETA—1 + B8 15VOL—

dUd 24 2 FHTZHIE2E FAAYOIRES 0|8 =4

+ B16AGE—1 + B 17,GROUP,+ B 18LARGE 1+ 8 16FORN,—1+ 2 IND+ > YD+ ¢ 4
red. SEHT =M A0|AtE
Variables p. - N T - N
sign 2381 2y 2 2y 3 2% 4 2y 5
0.112 0.134
Ab CFO +/_ sk ok
- (2.169) 2.491 )
—0.071 —0.042
Ab PROD +/—= ok
- (—3.6207) (—1.607)
—0.159 —0.111
Ab DEE +/_ sk EeTY
- (—4.6017) | (—2.456 )
—0.045
REM +/—= ok
(—3.534)
—0.142 —0.110 —0.108 —0.148 —0.096
AEM - sk k. kokok ko ok. *kokk. Kk,
(—3.2307) | (—2.657 ) | (—2.608 ) | (—3.332" ) (—2.316)
—0.067 —0.069 —0.068 —0.070 —0.069
LnRATING - *kok KoKk *xk. *kok ok
(—55647) | (—5.7327) | (—=5.671 ) | (—=5.777 ") | (—5.689 )
Control variables ? included included included included included
N 10,479 10,479 10,479 10,479 10,479

F1) HF FY e <F 2>9 3T 2g ©, TEHEFE ARG AE(AETY 45 FESEE )Y

F2) EA7I17HE 2001 5E 201137A(F

F3) 2ok A& 72 s FAA
2 UeErd(F5H D).

B
1o,

UlA], <3t 3>9] J433A Ao Al REMI AEM ol & 47.9% 2 =2 K+ 4
Ak webA 2 dol A e 2(4)e] ZEAelA AEM< A|2lgF & REM¥} YS o] 7]
2 A A Bt AWA WEe] 2 BusiAE 2Nk 23 194 Ab CFO
H=(YS)oll thall A3kt FH)e] 0.071(1.450)2 BAIZ o7 2]k gro] YehA] it} vbd
& 29} 394 Ab PROD9} Ab DISE®: YSoll thall Al5=gkt zho] ZHzt —0.074(—3.773)¢F —0.163
(—4.67H 2 BF 1% FollA F2et S(—)2 AZ7F Yehith =3 23 59] $3% REM =%
)& YSol thall Akt ahol —0.046(—3.575)2 A3 1% FolA F-2l3F 2(—)9 2=
Elyit}, o] AEMZ} REM Zholl A#AJo] & AEM RIS REdA A3t & BAslox
Ab_CFOE YS© tial o o] #<]gt ek +)2] #A7F #2=A] ¢43kar, Ab PROD, Ab DISE %

o] 2l

i

M oXx
o o
N

fr o
b P

=1

r
s
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TU4 REM S 2= YSll thall oJ33] <& 4>9] Ao} dXE A= vept A7 2wt
Ao AgAte] WD B84 7H  Hip)el ARAEE o] e &1d 5 ATk

THIA, <E 3>9] Ab CFOE ThE: EA|HSHTNE CFO9} 0.852% ml$- 8 S(—)9] AaAlo]

© o2 UEpsith mebA 2 AollA = 2(4)2] B2 oA CFO W& A|Qgh & 2ot 5L
gk B8 A a8 Bty 1 Aol whEw, 23 194 Ab CFOE YSOl| thall AlSakt 7hel
—0.000(—0.015)2.2 1 o} ZAA R ol gt AAZF VERA] ettt il = 29} 3] A
$- Ab PRODS} Ab DISE: YSol| thall Al=gkt 3ol ZH2t —0.074(—3.870)9F —0.163(—4.678)
2 1% oA 79 ()9 AHE, B 5ollA TFH REME] 5% YSell thsl]l —0.040(—
3.686) 2% 1% ol A F2let ()2 ZE HATh o] de] Az £ u), Ab CFOE A|¢]shd
Ab PROD®} Ab DISE, T%4 REM S = ZRPE 2 HipQl AgAe] (298 484
7Hd)e] AA ¥ Aifoltt.

Rl g o 2 REM#} YS 7He] #AE 2418 AP A2 Ge and Kim(2014)2 3|AM & 23]
& 7192 de R BT 1 AReA] REM# YS 7ol frolgh oK(+)9] #A7} A& B
gk vk ik whebs] B doA = AARES oA SAE EEE 713 e e v e s
Z7; ol <E 4>9 T4 #AE FUME Fd Bt olgk #HH AN Ade <k
7>0 B3kt <3 7>l 4 Panel Aol &= 3|A] al 7191 2] ZAFE, Panel Boll&= 3]A)] wdt
g9 A3E 747t Bt AW IAFE FHeRE 8RR E A5t YERAT

WA <3 7>o)|A Panel AZIAR W37]9)E EW, Ab CFOE A|£J3l% Ab PROD, Ab
DISE, 1811 5§24 REM 24 % 25E YS9l thal 1% FEolM 23k &(—)2 #A=
BTt = 3ARA 27 EES o] 83 Aol e ARk o' Agate] (DY e
7Hd ; Hip)ol AAE = 227 YeRgTh T3 Panel BEAK] nlda)7|)E HW, <3 4>9] 7399}
A2 dHod faket At #EE 3 Q55 & F Uth wEhA AR ey A%
SIAA e 7143 rR7 A= Ab_CFOE Al9fshd ZAdxte] #3332 54 7Hd ; His)

o] AA = A9 & F Utk o] 2HE & v T FETIHES] A5 FAAY oA &~
ZoER SAE A 2En] &2 AR Eeo] fof Fagle] MRbH o' REMI frolgh 5(—)9]
A7 IS B A7AYe= HolF)h

o]
A
)

K
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KB 7> 278 24 3: 3R 27| vs S|ARY 0|27 =AA Dt
YS= Bo+ B 1REM;—(Ab_CFO,-1, Ab_PROD:, Ab_DISE, )+ B:AEM;—1+ B 3LnRATING;
+ BaMKT—+ BsSIZE—+ B6LEVi—1+ B1GRW:— 1+ 8 sBIG4— 1+ BoISSUE,-
+ 810BOND— 1+ B11CFO— 1+ B12LOSSFi—1+ 813801+ B 14BETA—1+ B 15VOL—
+ B 16AGE—1+ B17GROUP,+ B 1sSLARGE,—+ 8 16FORN;—1+ 2 IND+ > YD+ ¢ (@)
Panel A : Z|Akx Lal7|d (N=1,905)
FSEHT=YS (FAXIL0|Atg A==
Variables p(ed_ — — T s — = — ) —
sSign 23 1 2y 2 23 3 23 4 2y 5
0.051 0.1526
Ab_CFO + (0.439) (1.305)
—0.139 —0.138
Ab_PROD +/ (—3.603") (—2.424")
—0.191 —0.031
Ab_DISE +/ (—2.934™) (—0.333)
—0.080
REM +/ (—3.280"")
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Empirical Evidence on the Relation between Real
Earnings Management and the Cost of Debt
Su—Keun Kwak” - Jong—1I1 Park™*

<{Abstract>

The purpose of this paper is to test the impact of real earnings management on the realized cost

of debt financing. Prior literature documents that raising capital provides incentives for real
earnings management (hereafter REM) because managers tend to inflate earnings to reduce the
risk premium (Graham et al. 2005). On the other hand, debt investors tend to focus on a firm’s
ability to generate future cash flows to ensure the payment of periodic interest and the principal.
REM activities distorts the quality of reported earnings, which can impact debt investors’
estimates of future cash flows. Because REM can have direct negative consequences on the level
of future net cash flows, debt investors are likely to be concerned about and respond to REM
activities. While accrual —based earnings management (AEM) only affects accrual numbers, REM
boosts short—term earnings at the expense of distorting real operations (Roychowdhury 2006), it
causes real operations to deviate from their optimal levels, with the primary objective of
misleading stakeholders on underlying economic performance. Prior studies argue that REM is
opaque to outside stakeholders and difficult to detect (Graham et al. 2005 ; Cohen et al. 2008 ;
Zang 2012). Because they are not subject to external monitoring and scrutiny by auditors and
regulators. In addition, REM could have negative consequences at the level of future cash flows
(Leggett et al. 2009 ; Kim et al. 2009 etc). Given the negative effect of REM on the level of
future cash flows, REM can affect debt value negatively. Since this paper focus on the impact of
REM on the interest cost of borrowing, there is little evidence on how creditors in the debt
market perceive REM.

We study investigates whether debt investors require higher or lower risk premiums in response
to REM. If debt investors perceive REM as opportunistic behavior, we predict a positive
association between REM and cost of debt (managerial opportunism hypothesis). Similarly, if debt
investors mistake REM earnings management for operational efficiency, we predict a negative
association between REM and cost of debt (operational efficiency hypothesis). It is an open
question whether potential debt investors perceive REM as an opportunistic behavior or an

operational efficiency.

*

Professor, School of Business, Seoul National University, skkwak@snu.ac.kr, First author
=% Professor, School of Business, Chungbuk National University, parkjil@chungbuk.ac.kr, Corresponding
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Following recent REM studies (e.g., Roychowdhury, 2006 ; Cohen et al. 2008 ; Ge and Kim
2014 etc), we consider three types of REM are considered : sales manipulation, overproduction
and abnormal reduction of discretionary expenditures. The test variables are four REM proxies
(Ab_CFO, Ab PROD, Ab DISE, and comprehensive measure of REM is sum of Ab CFO,
Ab PROD, and Ab DISE). To capture the effect of REM via all three strategies or various
combinations of the three strategies on the realized cost of debt financing, we develop a single,
comprehensive measure of REM. And our proxy for AEM is the abnormal accruals from the
performance —adjusted, as described by Kothari et al. (2005). We measure realized cost of debt as
borrowing yield spread (YS), and use fractional ranks variable of YS. This paper define the
realized cost of debt as the reported interest expense in a given year divided by the average of the
interest bearing debt for that year and the preceding, and borrowing yield spread represents the
difference between the interest rate on the firm’s debt and the average annual prime rate. To do
this, this paper examines a relationship between REM and cost of debt using a sample of 10,479
firm—year in listed companies from 2001 to 2011. We examine all listed firms in the Korean
stock market, tests are performed using a full sample of KOSPI and KOSDAQ listed firms.

Findings of this paper are following. First, we find that cost of debt is negatively related to the
proxies for abnormal overproduction, abnormal reduction of discretionary expenses and a
comprehensive measure of REM. Overall, our results show that debt investors require a lower risk
premium for firms engaging in REM. These findings suggest that accounting information plays an
important role in the capital allocation process. In other words, the results suggest that debt
investors fail to properly incorporate earnings management activities through REM for listed firms.
Especially, this study reports the evidence that debt investors do not properly incorporate the
information of REM. In that regard, our results also suggest that REM can be benefits to firms
and thus for corporate managers to use REM and bring economic incentives. These results suggest
that debt investors perceive real earnings management as evidence of operational efficiency and
thus offer favorable pricing terms to firms with real earnings management. Overall, these results
imply that, in the debt market, investors do not see through real earnings management. Similarly,
with respect to the control variables, we find that the proxy for AEM is significantly negative
associated with YS.

This paper contributes to the understanding of how debt investors consider and reflect earnings
quality into a firm’s borrowing interesting rates by investigating the effects of REM on borrowing
yield spread. Because debt investors are known as experts in evaluating firm’s overall
creditworthiness and its capacity to satisfy its financial obligations, a firm’s borrowing interesting
rates determined by REM can have an important effect on the efficient resource allocation.
Therefore, understanding the debt markets consequences of REM is important and interesting in its
own merit. So, we expect the findings in the paper to have useful implications for scholars,
practitioners, accounting standard setters, and regulators. Our study contributes to the REM
literature. Also, academics can also apply the discussion in this paper for related researches.

<Key words> Realized cost of debt, Borrowing yield spread, Real earnings management, Accrual —based
earnings management, Managerial opportunism hypothesis, Operational efficiency hypothesis
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