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sof ot AAR of ¥ ZHA7k BAE ARAES] wGE AR olm P 9L FHE7
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Palmrose 1986, 1989 : H5g 2} ZFE 2001 5). ©| 5 Big 8°] Non—Big 8¢ Hlalo] & ¢ A|A
A AAGFE TR W of et L HAS Aok g A g o] wE w
(itigation cost)©] 7] Wit & FH AR AE AT = Aolgta o8t A+
< Big 8%} Non—Big 89| ZIAMEFE H|wste] Big 89 HAAMEFTF 22AE Ao m #4519
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ABA7E )9 A9 FeHR) A BE AT 24T foId Bae] WA ek

o|9} o] wsle] B AAIBLS HAHEA 1he] WA AR meb] AEAAE ol
A GERER Sk wWebd Ak AHERe] B o} Qe AEe] WelAA gk 4
Folnz o] ol )3 FHA9 AFARFe] oY & Yk
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2. AR AR

AR B (effort) WES}] 0134—?“% 7‘4’\]7}£ I d@AR o] &3 AFEe]
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0 0 1o QB AL A ] L] e e
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So) w2lg Belapl Gk OE 24o] WPk gAldle] $5e A AE AT K9
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Falod BAROH, ol F ATES AT AR DU o] BAE Bolo] PIEAS 2
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HEEAE B P2 EAHYD, oldd HelA A Hs A7 DA AL Holth S
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HAS 2R 4 §Ilth ¢, Caramanis and Lennox(2008):= 7AIRI0] B =8-S F9l3}
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Y T 20059 2 o]z SHAE AFA LAY thl Ao} F|ase] Afo| =

geletar AR ZAAZE B R ARG B2 AR Rl Bl A 0] 3} ahA| sl
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AS 3 T 3AEAMS F3Yshd HFEEIG A3 K li(severe violation of normahty)7}
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INVREC, -, 0.270 0.255 0.142( INVREC, 0.273 0.260 0.145
EXPT, _, 0.293 0.187 0307  EXPT, 0.294 0.179 0.309
ISSUE, _, 0.058 0.006 0.154||  ISSUE, 0.052 0.0004 0.151
LIQUID, -, 1.616 1.279 1.277|  LIQUID, 1.647 1.282 1.295
LEVE, _, 0.519 0.513 0.224  LEVE, 0.480 0.475 0.194
OPN, _, 0.018 0.000 0.134 OPN, 0.010 0.000 0.100
ROA, -, 0.030 0.031 0.271 ROA, 0.031 0.038 0.135
LOSS, -, 0.184 0.000 0.388 LOSS, 0.161 0.000 0.368
GRW,_, 0.347 0.068 9.733 GRVW, 0.102 0.059 0.616
BIG4, 0.683 1.000 0.465 BIG4, 0.729 1.000 0.445
FIRST, 0.148 0.000 0.355|  FIRST, 0.122 0.000 0.328
AUDREG, 0.054 0.000 0.226|| AUDREG, 0.044 0.000 0.205
LARGE, 0.328 0.316 0.189|| LARGE, 0.344 0.330 0.188
FOREIGN, 0.087 0.012 0.147| FOREIGN, 0.110 0.021 0.165

17) ARBAR Aag Aoe wasR) ega}z»} o5 A1) @ Aol theked Studentized Residualo]
% olAAE Yehix 28-e Fa,
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o1 2o

<E 2> F2 #H0l tist 7le8AZ (A5)

g C: AFEE®NE AIZst d72d (62 B4 | ml'2 D: AHOURNE ALSSH A7 (f)of W
# 5= oo | U7 | EEZHR ®#©F = S0+ | EFHA
DA —-0.00103 |  0.00000 0.084| DA —-0.00385 | —0.00024 0.081

AFEE*N —0.00064 | —0.00008 0.026 AHOUR/®™ | —0.00371 | —0.00139 0.062
SIZE, 19.364|  19.137 1.470 SIZE, 19.503 19.227 1.517
LEVE, 0.490 0.485 0.194|  LEVE, 0.480 0.475 0.194
GRVW, 0.119 0.062 0754  GRW, 0.102 0.059 0.616
CFO, 0.064 0.061 0.096 CFO, 0.067 0.064 0.095

LAGACCR, -, -0.032| —0.034 0.170|| LARACCR, -, -0.029 -0.032 0.124
BIG4, 0.683 1.000 0.465 BIG4, 0.729 1.000 0.445
FIRST, 0.148 0.000 0.355|  FIRST, 0.122 0.000 0.328
AUDREG, 0.054 0.000 0.226|| AUDREG, 0.044 0.000 0.205
LARGE, 0.328 0.316 0.189|| LARGE, 0.344 0.330 0.188

Z) Wl ek At AFEE=7A RS AR FE, AHOUR=ZAMNZ ] AR 8T Fh SIZE=FA3e]
AR F, CONS=QAAAFARE 2H4de 719019 1, o™ 0, CONFIRM= AZAAE]ALe] F=9] 2}
27 %, INVREC= A2t 2 wlEAA B[ =(AARF -+l &3 D) 7] 254, EXPT=53H5(=
slejul & /Fv &), ISSUE=F2] 9 AL 2] Hughr|zF3Ate g 33, LIQUID=%%
H&(= 5 AR5 5Al), LEVE=2A8&(=F5A/FAD, RoA=FA o) E8(=37]¢0|Y/7|2%
ZRh, LOSS =T 7101 1, olW 0, GRW =& N A4E, 0PN=7A1e) 0] Ao 0]9)9)
ojzeld 1, ohq® 0, BIG4=7AIR10] Big 4 AlFrRIQIeIA 1, ofW 0, FIRST=2E7A7]eld 1, o}
YW 0, AUDREG=7A1Q1 AA7|Y)H 1, o}lUH 0, LARGE=t)FF A%, FOREIGN=9|ZQ1AE-&
DA™ =RoA 2N-S- AFE BAN, AFEEN=n81Hd ZALRS, AHOUR™ =v1782d AL, CFo=
APBFOE IF FFEE/7|12FAY, LAGACCR=27] FRANN2FARY, SIZE=FAke] A=
3k GRW=FAPte] AFEQ. ol ZAES, AR 2 ke 208 Hi] A X8 B
33, ARG 2 AR @97t winkdolx, ZAIAIZES Ate g YERALS.

' AoA TR F(F AP 94 19 24 THIGH einkeo| 1 7GR HEE
9L 10,5339 9(1,989 g0l this HS 7|F o7 B, FEIY FoA AANTAE 2714
(CONS)Z 55.5%°1™, DAL wjEajH o] FAPAte] AFA|8h= HIS(INVREOS 27%°|tt. 12|31l
| & Foll A FEH|FEXPT)S 29.3%°]th. A= AL ZA(OPN) FollA] H] 4% 972 1.8%2A4]

o) %

18) AATIAYY ¥xe] T2 JeR A 23EA|TF Big 49} Non—Big 4 7+e] xto]7AZ=Z 7oA Big 49 7HAMKE
7to] B Non—Big 40l Hldle] folsiAl & Aog Yehgon, 3 Big 471 7K 3
AA7199) FARHTFEIF Non - Big 49l Hlste] f-JsiA] Fith

w2 &
N
>~
=
3
N
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ZA}2ko] A BROAVE 39%0]H, 44222 YR 7](L0sS)S 18.4%0|t}. 33, Big 4 7HAKQlo] 7+
At IS 68%0)1, ZEZAIUEIRSDE] W5 148%2, a2la ARl 23719
(AUDREG)E 5A4%% UEhgth X2 T WFFALELARGES 33% FE= £, A=UAZE
(FOREIGN)Z 8.7%% JEFgT]

sd BollA ZARAIZEY] T 99 1422417785 A1ZDo A 71Tt Re] B9 13,054
3 9(2,24021 o]t} th2 AR Q5L 7IIHS FEI tlRE §ALE 7S /X3 Qi)

A Cx v AA} AR ZSAFEE™) 9} A 2EA] dh ol (DARY) 7he] BAE BAElE A1Rd ()
of e FLMFES] 71EE A0tk DAY HHF5)S —0.00103(0.00000)°] 3 AFEE*™ 2] 3
T2 —0.000640]t}. 2|8 S(LEVE)Y] B2 49%°] 11, ZAHAEe] #7}§(GRW> B 11.9%E, ©
A F 5 Z(CF0)E 6.4%0°)t). 18| 1L Big 4 AFHlo] <& A} FE7|AL 68.3%°] 1,
APWJ(I«“IRSn 14.8%°1t}. d DE HHZ ZAMRZHAHOUR ™2} A 2] LAY 7he] 47412

Mohs AFRE FaRFEd Ui 71 BAX 24 g cof i fAke fES Hola 9l

7HAAZA A 209 F8 HMFE] Ug FofE ARBAAE <F 3> Bausiith Hol
A Uz e 2R RS gz ke 2z BES 2zt UERQlT) <E 3>S R
W, ARG EEA DA} AFEE'Y 7holl= ABAG7E —0.03924] 5% G304 o) dt S(-)
o] ATAG7 VR, BHH A ZE BB A= DARM S} AFEEN 7roll = ABAIG7T 0.004F4]
AR R ol dgdo] yehA] itk ol ZARESTE Al FE AARILF S o] 2A
ol JAETE As YehH, FAtAREe] AR Heleke 7143t o2l ETE Aot
Siths 2 ofvjgtt

Hm nio

AIAG 2 2 29 HSFED JadA e dig A Bx 15 AAIBHA &%, B A9
A5 A Aol ¢ 4‘1‘8}3}1 = o], 26 T2 o]&H FAIESG FEI ZFAMATE
TR o] §H F8 HFEY A Ayt <3 3> AT 12 YRR ZUAIRE 24
WollA ARG BES ZAVRSAFEE) 9 93 w0 Vel WEE SIZE, CONS, CONFIRM,
INVREC, EXPT, ISSUE, LIQUID, LEVE, OPN, LOSS, BIG4, FIRST, LARGE, FOREIGNQ1l, 7IAMA71e] BB
AN ZHAHOUR )3t #AEAlo] Qe WEEE SIZE, CONS, CONFIRM, INVREC, EXPT, ISSUE,
LIQUID, LEVE, ROA, BIG4, LARGE, FOREIGN?] 2 S 2 et}
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CH 3 FRHLS00| oot d22A =423t
& =5 DA AFEEY SIZE; LEVE; GRW; CFO; |LAGACCR:—/| BIG4 FIRST; | AUDREG; | LARGE;
DA -0.039" | —0.082""| 0.027 0.125™| —0.701"" | —0.002 —-0.068™"|  0.026 -0.003 0.003
AHOUR/"™ 0.004 -0.005 0.010 0.039™ 0.034" | -0.019 -0.010 0.002 0.002 0.006
SIZE, -0.075""| —0.023 0.180"* | —0.027 0.224™"| —0.093" 0.288"*| —0.042" | —0.011 | —0.068"
LEVE, 0.016 -0.002 0.187" 0.004 -0.155""| —0.063" 0.072"* | 0.068™ |  0.198™ | —0.160""
GRW, -0.005 -0.003 -0.018 0.002 —-0.047"" | —0.038" 0.000 -0.011 -0.012 0.002
CFO, —-0.704"" | 0.003 0.266™ | —0.139"" |  0.064™ -0.069™ 0.130™"| —0.032" | —0.005 0.056™
LAGACCR, -, 0.100™"| —0.040" | —0.125""| —0.045" 0.004 -0.116™ -0.053""| -0.017 -0.005 0.056™
BIG4, —-0.047" | —0.007 0.3007" | 0.031 0.025 0.155""| —0.054" —-0.050""| —0.072""| -0.002
FIRST, 0.021 0.004 -0.018 0.068™* | —0.026 -0.045" 0.059" | —0.066™ 0258 | 0.016
AUDREG, 0.001 0.008 0.026 0.238™ | —0.036 -0.010 -0.023 —0.0677"|  0.219™ -0.015
LARGE, 0.051" 0.009 —0.134™| -0.172""|  0.001 -0.004 0.040" 0.007 0.012 -0.026
1) J‘iOH A tiZHA 2T AFEENSE DAY 2] BN EAo) o] 88 W5 FIAIGO] N =3,238), A4 dFe AHOUR'™ 9} DA™ Zte] ¢
2 BAo) olgd HEEY HBAFN=1,8970EH EF Joj& AuAFS v

F2) Wy

o et Heoj=
_’_3) >l<>r»>r», **, *»‘:- Z_]'Z—]' 1%, 5%, 10%

<¥ 2> Fx
FEAA TS HEPN (S D).
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ey oleldt Arte S HEA BAATEA Al DA JES nXe oE He
= BAISH] 57| ", ol& dtglslrldle 27t ok
3, AR 2R g An 3 pAMe froldt BAE Hole WERE SIZE, GROW,
CFO, BIG42 JEPtaL, ZFARAZE HE-o aﬂfoﬂfﬂ DA™= SIZE, CFO, LARACCR, BIG4, LARGES} -
ok g Btk folgh o] Yehte WgEe g BAAFRT sjA sk 7199
B0l merE, AR LYol #A ‘JrE}‘)r t&”d, ZNATEI 245, dHdTE 5] T
2 183 Big 4 A0 7RA1sE S 7iA 9l o)W A ek kA olo] gkt
11%%74]” Aol F2 el = FUARE 23 29 ddA EAE T 208 F
F AR o} TG REIZE)S] FRY-E 0.849F v =& oK +)9] ftE, 2E F T AR
SIZE Yol = 0.784% GA] o3k K +)9] Fho] Yeputtt ol2igt A3t 7|97 95 AL
T7F =3, AR IAPRIAIIE Brhe A 0R o5 7Yt Mol AL ZARAIRE
o 7 EAE AF deTAd BAVE op1E Aok 28y <F 3> A3E
PAHELSAFEE Y ZAMAIZHAHOUR'™)®] 73-9- SIZESE 28] #7d5 Bola §iA]
AA| ARG AR Zo] Zhe 7]t B kscale effect)7t 23] SAE S A

it

2. FAPRAe] ARG} AR AR

71 13} 71 26l th@ AEEAG S AP A9l AR 2 aAke] 24 a9 B4
AE <® 4>0) JERNRT Y AdlE IS A 2o b A3A3E, A9 Bole 74}
AR A 2Qle] o ASATE 247 asidnh. @9, AEA S dErn] 2 Azl
FHEQAT ANDA 012 WER BushE Bokth e B 424 Awy Ao
A1 Aol7} HAAA 22E Fol Avjolrka

<H 4>0X) BB ZAPRAAFEE) 24 w83 ZAAIKAHOUR) AR RE BE SAAcR fo
& F gk Holmn mae] AuUGE R0l 242 8399} 71w e,

P

20) ¥ A7 e |EE FAY v <i 1>0] Bad RG] AYERREY O AlEske A
tir] Mg ZYHo] Tt 3 Tl 3 ??} 719E0] 307) o)Fel™ o] shtel HwHs

2 AYstAaL, 3070 olsteld Bgsle AGUrlE st

AAFAY <HE 4>0] BE2 HushRE LA, FARS 2GRN A=l oride] A=
200335 A 2EHA dAZ FofshAl ARGV STHEE Aoz ‘/}E}"L‘:} ), AT AR
ol A= 20001, 2001, 2002 A4 ZAREYAITEO] FJ3tAl S7HES ERISHATE $H, AbdTn]
AE AHS AR A 197 AYr] T 14719 HEelA v%ﬂOl B o] 2z 7+
ALERSl ZFo)7h S-S AT 4= ASaL, FAMIE AAEY S Ay, 197) AdEE] S 10709 |
FollA frejido] AR o2t A ARSI oyt ARl IAEPATIE Add &
Aell wE ZAREYAITEE &7 s vERdTh

22) gutz oz mPaoA AL VIF Fho] 10& AFFSPE o3 A (multicollinearity) #7} 4173k

21

—
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AR AR ol ek A ATE B A4 3= §1ZE, CONS, CONFIRM, INVREC, ISSUE,
OPN, BIG4, AUDREG 2 FOREIGNY| 3|AAIGE AFEES] tisl] Golat ok +)2 ﬁ]Ti VERsE T,
EXPT, LIGUID, FIRST, LARGE= 523t S(—)9] AFE Holx gtk o213 Aye 3152 A

&bz Maid ol Ax)H A 3ol thChoi et al. 2009 : Caramanis and Lennox 2008 : —],'%—OE] 2005 : &4
Y 5 2005 : AFY S 2005 5.

<E 4 ZAES(AFEE)Sl 2F2FEA ZAAZHAHOUR) Sl 2201 2¥
T = T4 AFEE) TE 44 +(AHOUR)
"o ZAIES BEE2(N=3239) H o ZEAMAZE E2(N=1,897)
4 # 4.811(44.200™) a4 0.635(2.937)
SIZE, - 0.330(9.69 SIZE, 0.308(28.462")
CON, 0.074(5.801") CON, 0.060(2.464™)
CONFIRM, 0.136(14.718™) CONFIRM, 0.199(11.744™)
INVREC, -, 0.164(3.8817) INVRE, 0.121(1.464)
EXPT, _, —0.046(—2.197™) EXPT, —-0.079(—1.961")
ISSUE, _, 0.105(3.076") ISSUE, 0.174(2.537°)
LIQUID, -, ~0.026(~5420™) LIQUID, —0.021(—2.061")
LEVE, _, 0.039(1.299) LEVE, 0.096(1.232)
OPN, -, 0.074(1.867°) OPN, 0.074(0.728)
ROA; - —0.017(—0.833) ROA, —0.110(— 1.307)
LOSS, -, 0.013(0.852) LOSS, 0.073(2.275™)
GRW,_, —0.001(—0.959) GRVW, —0.008( —0.481)
BIG4, 0.097(8.278") BIGY, 0.319(13.069*)
FIRST, —0.047(=3.071") FIRST, 0.024(0.773)
AUDREG, 0.064(2.650) AUDREG, ~0.053(— 1.004)
LARGE, —0.090( —3.080") LARGE, -0.230(—3.986")
FOREIGN, 0.340(8.139™) FOREIGN, 0.279(3.700™)
YD & 3 > YD ¥ 3
2'IND x g 3 IND ¥ 3
THER 0.830 FAE R 0713
F gk 376.267" F g 115934
Ao fegith <3k 4>9] By thate] VIF gr2 AN & 23, SEHUF AFFES] BY Wg F
VIF Zxo] 71 w=9ke HulZhS SIZE W2 A 1 3he 223291, F4WH4 AHOURS] 7395 SIZE W4
452 et oldgt AdE £ wf viFe] Hudigko] 3 ojstex] & Aol YA BF

I
(R
lo
I\J
S

4 BAE A7EA e Ao et
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FD weel POl <E 2>8 B2
F2) 85 &9 FAE 2 AR AFAS ¢ gl
F3) wen, o w242} 19, 5%, 10% SN FITE UERAIEUD)

ZIQTFRSIZEyE AR Fee] AANA ¢ ghol 7P A vehd, AR dRE 7GR
o oJaff AFdthe AdATot A" 2k 22la BIG4] SAATE K+ AL Big 4
AARRIS] ZIAMEL7E Non —Big 4 ZHAKQIS] AR ol Hle] U #the AIo|thATY T 2005).
A LEVE, ROA, LOSS, GRW AlG BAALE foAS HolA| dth

AN 7Y Aol digt AEAnS A e, AW 5 SIZE, CONS, CONFIRM, ISSUE,
LOSS, BIG4 2 FOREIGNY AHOUR®| sl 2|3t ek +)2] Al+E, EXPT, LIGUID, LARGEE 2] g

)9 AlFE Holx 9}

AALESe] A% a1 Hl g o, 3 W59 sFAATY T30 At A9 2RE
Holm it} it xjo|E Ho|: W4EE INVREC, OPN, FIRST, AUDREG W4E F&WHb7)
AHOUR‘ﬂ 3% frelido] yehtA] ehskel AR A agle] Ak SIZEA t @ol 7MY &

o8 YEEoH, 1 thgol BIG4TE ol QT RIt AdFS AAPESERE op g} ZHAlRI o]
ﬂ]—gb‘}—t— TARAR| 229] &fo] FTkete] ARl T Be] FYEThe WAl Ztiote dX|H
AolH, Big 4 A|FHIo] Tl Hlgte] ZAFEIAIZI] B Brhe Adte Ao R &
A AEAe] U e A%E A5 50059 FHHE dR]gh

o, SrEE 23 F oML ZZgA gk Aatol 1, T shvbe AR A 71 el thgh
Aot} A5AT| ofopH, FAIE S AR EYP A FIRSTZF ()9 Agaks 7Hivke AL =

AP} QLSS 1A19l0] ASTAe] THE EAtqusi - e S Dol 31 ZARERY]E )
Byl doln]s dAto g MaidaTe o Aet AX3th=F3} S 2004 ; Craswell and Francis 1999 :
Francis and Simon 1987 ). T3+ 7RAIQ1 X & 7|9o] 13 A] e 7|dol| H|3] ARGV} e=d 4
B btk 99, 0|5l Azl thal AMAIZE ERe] Azksh AAslel ArluE, Zuihal
Aol ZAA2] Blo] YAV AR A Aol PAPRGT} BEH]E o5 A1) TAFES]
AREE 1A 912 71913 Mlastel WKhE Aols} vl Shethe ol ojl @ 2wkt
Gelol} 7a49] AR7I1S] GEedsol ek 2ajle] PAHRAIZES] Sl A dol )
Che Ae 6 s Acke] AR Bt A,

SFTE WS F LARGES] Ao R B8] B8 1995 RS 29lo] oo}
ketol, FOREIGN®] Z7FE 1A ol e 71945 Hu
stk old @ Aaks AR R fARE GEE PR AR HEESIT o
The Wt EEE007)9] Ao At

o

23) FEAELE A AR jel e FRE Tejslel QS BESSHE 498
0]

9] Zo] ATHEAYE 2005.5.24).

rir ol



3. 7M 19) AT N AbaLs AT e 2o w2t

A6 AN ol g3k, ARSI} vl ARGl A9 WA ARG Ay )
o TlAE TS eoluy] 9 A 19 AZEAATE <E 5>o AAFAT <E s>AAE
8 B e 513 AR HSUREE ) o] §5) 231 T HHIGHS) LOW)E

o] 83 A7} T2 Hslgth <X s>l AR BAHSE g oleln 24E A =
B2} 30l SIZE Ao EF iRl M HSER fﬂn‘ < dolur] 915t szzm A9l
g 7Aool zatd 4SS 7tz Bmusidth weby 323 nE2el 38 g gAlEer) odgu ol
ZA5ola, FERYITE 7HAE o] Atoltt. o= Bl AFEE7L °§<0><ﬂ Xd-%
71E0 2 FYHIGH)S} FALomE Yol 22t 15%, 20%, 25% F3+e Huslgitt. 3, A=y
ol o} AAEvZE 2@ el 23 o] BAHIA AHAAY Hee] Hus it

<& 5>9] A= HY, F g 5 ool slojA Rgdy 2 Add Aos Yepte
Yo AHge et 55% PR S Holrk

T ARG AFEE™ ] Al SIZES] XEgtol o} FHglel 5(-)9] #ho® vekov A
How frolahA wsitt

o
e}

gﬁ
(e}

[T HIGH 3L LOW)E o] &9 Adhe vIB A7 Low He 5 89] 20% %
25%7MA1 €] T3kl £ 7195l A8A & VI9S Mlastel AR 2] S7HE At
WERETED) 9 <3 5>of SANE KA, ol shel 1t & g vk 159711 9] 3t
ANE Foe H oL o3 Alpghs Kol @2 W, 3k9] 20% B 25%714] €] T3t A
T2 F3leH frefeh Kol Alegte]l et ol ¥ IAE7 B 0%l 25% At
ol MRt B g AT e 75 A “‘*g do] ¥ F7kshe Aol BR it uket vAd
@73 (nonlinearity)©] EA = ©]v gt

24) <3 5>9] AFAF thet] FARY3 gEE LAY VIF S AR £ Ads, AU F
VIFS] gk SIZE WFE 1 ko] 1.29991, 8R4 A% SIZE |FE 13009 gk 2o o
o)

H EAE B ARN A5 ke azi FoE,

29 SRS T2 o GBS ol SWAA ARRVE ALAOE & 4 7] 2, & A
e ol gstel kel M 7¢ wa 574 A EAFETE ABA ol
7 %%9} 5k, 2 Aol W 319 35% % 49T F Whel Aol B
o S Ol A AALLE Big 4 B Non B 4 BV vl 43 ¢ kel
THZW, Non-Big 4 FA1R1S] ERAAE ol iGolA folg Au7h BawA ke wiHol, Big 4 7
AR1S] el B T AHE WAL, ol <k 5>ol4 FH BYRF] A} Non- i A2}
t Big 49 AW9L trehdch

m{m

;9 L



290

MIFets| A / M102 H3=(2009. 9.)

CE 5 TN dhio(DAOY) 1} HIFA ZAE S (AFEEYY) Zte| 37 EMZA T}
o= HMH EZN=3239)
of &b | - . - . o FH2H4 | FHZRY5 | FHZE6
B 2~ - | FEEYEM FHZEE? | FHZY
= s | T . FEEE3 | (s | (H2oe | (HL25%)
A -0.078 0.039 -0.078 -0.079 -0.079 -0.080
= (=5.137") (73447 | (=5.1337) | (=545 | (=5.1907) | (=5.2277)
-0.056 -0.052
AFEE/®N | +/—
* / (—1.440) (—1.356)
HIGH, B —-0.004 -0.001 -0.003
(—1.092) (—0.440) (-0912)
Low, N 0.005 0.007** o.oosm
(1.243) (2.023%) (2.634™
SI7E B 0.006 0.006 0.006 0.006 0.006
! (8.148™ (8.132™ (8.161™% (8.150™ (8.178™
LEVE, | +/- —o.oszm —0.044*** —o.oszm —o.oszm —o.osz** —o.oszm
(=9.0067) | (=7.6017) | (—=89787) | (=8966™") | (=9.0367) | (—9.0327")
ROV, N o.owm o.owm o.owm o.owm o.owm o.onm
(7.834™ (7.705*% (7.884"% (7.883*% (7.905™% (7.947°%
FO B —-0.677 —-0.657 -0.676 -0.676 -0.676 -0.676
! (—6L176™ | (=60.114™% | (—61.074™ | (=61.052"%) | (=61.061%) | (—61.101)
-0.01 -0.02 -0 -0, -0, -0,
LAGAGR .| 0.0 7 0.0 o 0017%* 0017%* 0017%* 0018***
(=2903™) | (=34397") | (=29257) | (=29157) | (=2934™) | (—29727)
BIG4 , 0.002 0.006 0.002 0.002 0.001 0.001
! ’ 0.679) (2,591 (0.661) (0.648) 0.631) 0.597)
0.002 0.005 0.002 0.001 0.001 0.001
FIRST, +
(0.408) (0.165) (0.409) 0.412) (0.389) (0.355)
AUDREG, | - 0.004 0.003 0.004 0.004 0.004 0.004
0.851) 0.615) (0.846) (0.840) (0.882) (0.381)
LARGE, N o.omm 0.012*** o.omm o.omm o.omw o.omm
(2.820 (2.178™% (2.826™ Q.774™ (2.798™% (2.813™%
3 YD ¥3} X3} X3} X3} X3} X3}
3 IND x3% x3% 2% 23 23} 23}
FHA R 0.552 0.543 0.552 0.552 0.553 0.553
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The Effect of Abnormal Audit Fees and Audit

Hours on Discretionary Accruals

Jong-I1 Park® - Kwan Choi*"

{Abstract>

This paper investigates the effects of abnormal audit fees and abnormal audit hours on audit

quality. We test the effect of audit quality on earnings management. Audit quality is defined as the
joint probability that an existing material error is detected and reported by an audit
auditor(DeAngelo 1981). Prior studies primarily investigate whether earnings management is related
to factors that could impair auditor independence and also its studies have regarded the audit
fees(or hours) as the proxy of the audit quality but they have not examined the relationship
between the unusually high or low audit fees(or hours) and discretionary accruals of auditee. This
research decomposes actual audit fees(hours) into two parts, normal audit fees(hours) and abnormal
audit fees(hours), and pays attention to the case where abnormal audit fees(hours) are excessively
high or low. Earmnings management is captured by discretionary accruals as a proxy for
unobservable audit quality that are estimated using a performance —matched discretionary
accruals(Kothari et al. 2005). We expected greater audit quality(audit fees or audit hours) to reduce
the extent to which managers report aggressively high earnings.

To test this prediction, we utilize audit fees data from 3,238 firms — year observations 1999 — 2005
period and audit hours data from 1,897 firms—year observations 2000 —2005 period. The sample
firms are all listed firms in Korean Stock Exchange, December year —end firms, and firms do not
belong to banking industry. The data on audit fees and audit hours are collected from the
DART(Data Analysis, Retrieval and Transfer System) of Financial Supervisory Service. Other firm
—specific financial data is collected from KIS —VALUE II database.

The results show that the discretionary accruals of auditee are higher than expected when
abnormal audit fees are much lower. This implies that excessively low audit fees would deteriorate
audit quality, but the results of abnormal audit hours are a weak evidences. In addition, when
auditors devote audit hours much more than the normal level, the discretionary accruals become
lower. This suggests that greater audit effort constrains earnings management and improves the
audit quality. Meanwhile, we cannot find significant earnings management when audit fees are

highly paid or auditors spend much less audit hours.

* Assistant Professor, College of Commerce and Business Administration, School of Business, Chungbuk National University.
#% Professor, Business School, Sungkyunkwan University.



HIZAHC! ZAIE ot ZAMA[ZI0] A2k drldodof Ojxj= & 301

(=N R |

These findings provide some assurance that audit fees and audit hours are a reasonable proxy
for audit quality. The results of this paper may provide useful information to investors and
regulatory bodies that evaluate the reliability of external audit by using audit fees and hours

information.

<Key words> Abnormal Audit Fees, Abnormal Audit Hours, Audit Fees, Audit Hours, Discretionary
Accruals, Audit Quality



