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U= dlols F71 el 7199 BE BRI UxH o] glojof stk Fae 7Py o] HAE]
oo} gt} ol2| gt S Healy] Yote] FAFs e PN BAZ o] &3 HEFo| 27
o] /L= ATt Dechow et al.(1995)2 A T2l 3]Ale] £437F 8 A ¢ (accrual)> dF&
o] 7K E A S Bashs 92 o] Wil AT dEs 5 ()Y FEEA
g 7Rta it 2 o s SAGAE HAE 4T AAA o5& A9 9
ot s stuE AL des 5 g9 FRRAE /e S| YUt 53] BeF
of s|AIH ] A AAE S U A A gt AolBR AAA &4 A9
dE AAA o5 AHT o3 o] FAAAV} HHez ¥ &S Aot Ball and
Shivakumar(2005)& ©] 2 g+ @Al o] Zetste] A2 &4, = ¥(—)9] dAFsE0] AA|F o]5,

N

o] ARG W A9 Ba, A4F 247170 At Fole HAR
o) MAYF Ageld Ero| 4T A
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% ool AFSHUT AW o 2 A FERAC) BEFT Ze7) stel
1 S8 weTe] BAE o §3to] el ZPRY L AN,

ACCji = ag + a1CF;; + aAREV; + a3PPE;; + a4DCF;; + asDCF;exCFje

o1 7]l A,
ACC((FEA ) = (B71weld - BB EF)/ 71254
CFy = AT/ 2FTAY
AREVi = W E A7t/ 71 2F A
PPE; = A7 234
DCF; = CF7} &(—)°l¥ 1, oFJ™ 0

A B A= ()Y dasiel AT FH+)o dudAZE B s= A5 BaTo

IAAEE ot e AR HFEI, o ‘ﬂd HH)Y FHBA(as)7h AR 55 B
] w20 g Tt T HeFo dAFdi e 5 B0l 7|&

o] 2o TS Bekdh T Eoo]a}i 5}04 @ol o] &¥ 1 kA Els
oA ¢ 2008 ; A=Y 9 2011 ; A ZEY - 5T 2012).

7124 Ball and Shivakumar B3 A& F- *)9] s = 74
z@o] Thestng B S B 01%54—5— 17417} e ,?Xé
25 Al daiMnt By s SHE 5 o] ZH 7, AR HeTo F e
S F gle = Ut
Khan and Watts(2009)+ Basu(1997)2] A7) ez BEgFo] =3 13

e E"F‘ZJ st 282 JhEetqith BasuZE

74] = B3(G—Score)®t Al tigh Rz
Market—to—book(M/B) ratio, Size, Leverage 53 ##
(C—Score), & EFFolE Y= AlFE 33T + de 28 ¢

FFI

o3t 719 —
RAES Ve
4(C—Score)7} Z+z}
79 -A=HE By

3} o] AANBAT

rir m

Xi= f1+ 82D + B3R + 8DR; + e

o] 7]l A,
G—Score = 33 = Mt +/12 Sizei ‘\‘/13 M/Bi +,U4 LeVi
C—Score = ,84:/11 +A2 Sizei +/13 M/Bi+/14 Levi

°|

il
1>

12 AugsE thedt 2ol el

3

~

Watts(2003a)= B33 71 Ak, 24, AlF, 714 T 47H4 240 #EES F369 .21, Khan and
Watts(2009) = ©]E 47FA] 24% FAF 7]3](I0S : investment opportunity set)el] THEEZ 10S2)
proxy 2 o] o]8% = Market—to—book(M/B) ratio, Size, Leverage 5°] H4-F27} #Hdtn F3
=g
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X1: ,81 +32Di +Ri(ﬂ1 +ﬂ2 SiZGi +ﬂ3 M/Bi +ﬂ4 Levi) +D1Ri(/11 + /12 Sizei
+/13 M/Bi+/14 Levi) +(81 Sizei+82 M/BiJF 83 LeVi +54 Di Sizei
+ 55 Di M/BiJF 56 Di Levi) +ei

o 7]l A,

X; = Earnings

Di  =R7F &(—)°l¥ 1, ofH9 0

R; = Return

Size = 7|9TE

M/B = A7}/ A2

Lev = F3|ZH/AI7HE

Ball and Shivakumar 23 ol|A & F(—)e dF3EQA A, Basu LA F7HEA ol

()% AFE ol &t E/\ZJ =734, 747] Khan and Watts 53 §(—)2] d5&
B9 A9} Tl Bo] ()9l Afuo] ohfeh, RE RRE FEa] 2} Am 2 /9
B2 B4FI% 209 £ 95 B0l 9Tk olE Pt A el BA e
Ao A= Khan and Watts 28 02 H4Fol S 2757| & s, Ball and Shivakumar 238 -&
HeA o g Al83l7|2 dth. ©f, Earnings, Return, Size 52 T3 o] 2t=3it)

Xi = Earnings = 37]co]| /HAEED A7
Ri = Return = (F7|'% A7} —A71E A7)/ H471E A7
Size = A7} o] = gt

Z} 74 2% Khan and Watts 28l 93] 2F&H BE4Fo] 23 %], C—ScoreS ©| &3]
th# ol 7tz HJEgitt

OH1(HEAT U HIFMEL|AT 2D BB

27 9771917} WA 7719 5] C—Score 5 FA3he] B oA 7 o771l
C—Score7} B]A 271l vle) ¥ 2 A2 Fofspd e 45 3 oA 4
ol 2t C—Score7} 2|t H(+)2l @A = B vIHH AT E HaeFelrt A%
A7 EC vl duA oz Arke ZS ofn|dt

9 AR S0 2 AHEHE Ao

R

4) 19993%5E 2010 7|7F Bete] H|AAF A BEL 284771/ A X))ol Datsl o), AR, w4
71/AEZ 19170 A A 9370(719/A =)™, Ball and
ZHA AMEHE BELS 93/ dAFE 50| F(—)8l A5l 50709 &

3]
)
ot

(¢

Shivakumar .3 0.2 HpE

F}ejrt,
5) Khan and Watts =80l 2]3t HEFo] =X = A WA dAZ A=, 71dd 3 SAFHE A4
H 230z 378N slo ﬂ%’iﬁﬂf(m, A2, 23, AHE =ET T ths DAZ A= IAAF(A],
C

3
A2, 23, A4)E C—Score 4= 2o ¥of 7} 719 7} Ax=d
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OHE2(HI™Eo|ASE MEo|A JIhHel AS)

B AdA o)A A% C—ScoreE 75.%94 AE C—ScoreES FAlste] TR oA 2%
oA A% C—Score} B]AAH A A% C—Scoredl] B8] B & AR Fo5HA o= AS
9 AR A A oAz} C*Scoreﬂ frelgt K)o A A= AF vFHgA

T AR AN HeFort A er e AL o]t

V. &2 £

b

1. 7Md19] =2

MY AEE AN e A4 AN AR AEAA, B 5 A o] ol e
771054l ET%—Q—% Z7gsto] vlastolof StER, AL FH G HEFels S5
g AT AYEE EFete KIS—VALUEES ©] &35tk A 719 Al -2 A 27}
Aoz Aol itk e 2adsh mag Agrges S

BA 3717+ IMFY7] o3 99S Aoz FHEE 199797 199838 A <] 5}

1 |
o] 29l 1999 5H 74 22 A FEE +& F U= 201097 2 st 459 7
ol B E v nA] AT Al B0l A deld F e 3 edTS A RE dF
< I F oM, v i S e VP S AT o2, A s we VP S FAHGL
2 3T
O Ay Aol A <FE 1>oA19 2ol 19995 20101 Ale] A oS whx] Kt
oF 2847 71d/AEeI o, o] F AEAATY B Ak E BA] BT S 19170
71Q/A=E A9tk
<E 1> HAEFPA J|YEE
T B '99 | 00 | 01 | 02 | (03 | 04 | 05 | 06 | 07 | ‘08 | ‘09 | 10 | A
AgHAH- 5011 3 2] 21 0] olo]| ol o] 0| 71 30
2% 1 3 0 1 1 0 0 0 0 1 7
gt 51 157 | 32| 24| 215116 | 4 | 12| 6 | 5 | 3 |247

GEAPESIAIRY | (28) | 37) | 24) | (A | (14 | (&) [ (AD | B) | (D | (D) | (0) | (1) |(145)
GAZIEAM) | (23) | 20) [ (8) [ A3 [ () [ (D[ (H| M) | (D] G) | (5) | (2 |(102)
Al 57 | 71 |35 |27 |25 | 15|16 | 4 | 12| 6 | 5 | 11 | 284
A AEAA 38 | 46 | 23 | 18 | 17 | 13 | 13 | 3 8 | 1 2 9 | 191
Az 19 |25 (12| 9| 8| 2| 3| 1 4| 5| 3 2 | 93
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2t slo] A9fetlon, Hdle AE AR AA SR ARl £ G4

o
FANARJN AFelle AFARE S Al

[N}
iih)
A=
ofj
b
=
N
m\i
re
1
4
rx
oX,
s
2
o
=
ot
P
lo,
it
jaih
o

@ EE 28470F 19170 A2 E
o) AL WA X3 7199 AS AFFERIF SRR EFvle] ARG GE T B9k
CAEEE B ARAA7)A S A sy s, IMFS719] g do] o7 dol Ui
2 F == 199992 20000l A ] A S e Vo] A Bekow, o] % Ha A

PRI =S}
o Hg rlo
2
32
v

Stk Anzeielslslzl @RelE 20076l YAH O 2719 Bag BT
FAGEe Aol <E 2-eAst o] 4 AmE AR we RE JY F ARG

<H 2> Mg J|UeE

‘99 | 00 | ‘Ot ‘02 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 A
564 | 633 | 765 | 892 | 1032 | 1101 | 1159 | 1230 | 1291 | 1360 | 1429 | 1497 | 12953

2. 71429 &

7Hd2E MR A S e F vy Aol AR oS e el tste] P Bas
o] H=E sl stuw, 7Hd1e] AFHE FollA old Pt ZIdRtE FE5A
7 A 719 AR, S HAR A S e 93 VY F e dxel AR odE A
g 7192 Algst 677 71d/A=S Al

V. AFEA 23

Aeay) SAHGE 2%l ti3le] Khan and Wattse] 2& ol o8] AtEH = By 53
%], & C—ScoreE T3}7] $JalA= o}efe] Khan and Watts®] 2 o2 3|7 74 slojof sl
i & 2l AR 199995 H 20101 717 Fof #E Mg VS EATE <5k 3>¥ At
o 5, X(o]918) B2 0.1659, R(F7Hr &) B2 0582, F7Hrel &) ()% 445 Y
Ehli= DO B2 040224 °F 40% 3 =] 719/ %] FAFAFd EC] o(—)ellEs B
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X; = ,81 +32Di +Ri(ﬂ1+ Jo%) SiZBH’ JOx] M/Bi +ﬂ4 Levi) JFDiRi(/iH‘ Az Sizei
+ A3 M/Bi+ A4 Levi)+(81 Size; + 8, M/B; + 63 Lev;+ 64 D; Size;
+ 05 Di M/B; + 8¢ D; Levi)tei

E 3 JesA¥

Mean Std. Dev. Variance Min Max
X(Earning) 0.1659 5.495 30.196 —47.976 401.978
D 0.40 0.74 0.55 0 1
R 0.582 3.057 9.350 —0.987 192.620
Size 10.735 0.664 0.441 8.158 14.189
M/B 1.493 12.790 163.599 0.002 1315.126
Lev 1.895 14.955 223.657 0.000 1291.326
1) 19992E 20109775 o] 4 7Hedt 249 2 325 A4 13,0327 719/ = Al #EEAd
2) W] Ao
X(°] 2 &) s )0l /Ad =t Al 7Fol
R(F7FFYE) 1 (3718 A7 2718 A7k R71E A7k
D (Re] &(—)eld 1, olYW 0] e VX E HrjHS

SIZC(7] e ﬂ‘_l_) /\] 7]—2’;0“ 4 271 71—
M/B(;g‘l?‘ﬂ'tﬁ H] A] 7] g) A 7V /A ol
Lev(5F-211] &) : 21 ZA/A 71

Khan and Watts®] =& & % 13,0327]¢] C—ScoreZ ArZ&63F A3}, HAgk 2.809, H4E5k
—98.946 12]3 & —0.0555 77t Holx glth Ao dn viggojAd R 77t det 1%
< AN 3ol HAZE 0969, HEqh —27.125 28] FF —0.0329] 12,60471<] C
—ScoreE -3t

oA A wA e vhF 1S e Vg A odE e 7Y Tholl BEFe
A Eol Zeo|7} A=A E HFshe Zolth ol & AFa] Aall 22 A A 719/A=9 H|
A A 714/9 2 Tt HARFEY Aol & H 2l A= <3 4>9F 2t} X(Earning),

6) C—score] 3|HEA &
7) B iy] w-§- S| &8s C—Score #HEFE —98. 94630] H|AA oA Zo 9lo] o] 2 AA < AT}e]
HwA] H]HA o] Byt A BEs & 7t JeBR ol& Asisitt
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5 g7leo] /AR vlEE, FoskAl=
Bt vls) A @%edl, o= vAA A
A2l =0 A7 o)l Hlgf BH]-FF7]do = T @ol Aled © 7]Q1g AR Helrh
F7Fr g2 YEh = RReturn)®] ¢ BAIA SR folobr] = LAY, A oA o] H
AR Hitol vlsl] =2 Ao YERTh hH C—Score, F EFF ol &S nA=
Size, Market/Book, Leverage 5l 9)o1X = Size® 27 27 H 0], Market/Book, Leverage &
< HAA A FEe] AUF R FostA =shth

¢

=8| MM C—Score 7|& Aot 1% H|2|A|
Variables | H|XH ESPS| MAH—HXHY | HIEE M M —H| XA )
Z 4
e | ®z t-sat) | ¥ | @7 | =w t—stat) | *
. —0.605 —0.666
X(Earning) 0.766 0.161 0.290 0.817 0.151 0.225
( —1.059) ( —1.214)
0.090 0.112
R 0.492 0.582 0.777 0.452 0.564 0.670
( 0.283) (0427
. 0.476 0.457
Size 10.262 10.738 0.000 | 10.271 10.728 0.000
( 6.902) ( 7.085)
—16.839 —2.887
M/B 18.212 1.373 0.000 4.150 1.263 0.000
(—12.729) (—14.339)
—30.496 —17.016
Lev 32.173 1.677 0.000 | 18.645 1.629 0.000
(—19.889) (—17.497)
1.262 0.228
C—score | —1.308 | —0.046 0.000 | —0.260 | —0.032 0.000
( 11.263) ( 3.926)

F) 2 weel HoE <E 328 B2,

B5R 242 98] 47] BAWSE
71/AEe vAA A VA ER FERE D =
A7 el 713t & A A
A oS e 12,9397) 7194/ o om, BRI 12622 B
o BAMeR #el(p<0.0nF Ao e, AHeld e we Hie] neFosl o e A
o ek

g, 7} 7k A B 23] (C—Score 715 A3 1%) 2 Q)3 FELS AR oA /A%
o} HAR A Ve E FEen BAASE Hdk Ao w Zokx] Ao A T Ao}
#o| X(Earning), R(Return), Size, Market/Book, Leverage 52 Z7d<l7d w2} vj&%e)d ¥

Yol AlAE C—ScoreE A3 A
S A3} 199913 5-E 2010
Tc_)? —1. 08 o 7]21' 3
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Rl
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=2
e
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ro
-
=
w

o] zfo] & wWhgko] Ao g2 e Ayg Wt gk C—Scoredl Wt SHIEE v oA
= 010d7b21 9] 713t & HIHA A S 2 917 7I/AE=e] C

S e 1251370 719/A %] C—Score HHFE —0.032, L o]
oJ(tgk 1 3.926, p<0.01)3 Aoz Yeh} TS Alelslr] Mol 2

ARG e AYAEI A 7S W S we] Ms) neFelst YR o o
o= AZHYh

Khan and Watts(2009)= 7|1& AFZ2 35 QA&3ste] EyFo F=rt 7199 E4717Hage),
71 %54 (volatility), FAFF7](investment cycle) 5= FAE T 3T 5, 71919] E£47]
ol Fes, F7MIEA] 45, FAFTIL s FAAES EeFel e77t A

By Aert 2 Ao 2 Yehdda skt AFAES C—score 230l o3 By =
H IS

C—Score; = ap + a1 8745 + a» Age; + a; Volatility; + as Invest cycle; + e;

Age Y o F A3
Volatility = KIS—Value AT wdze F7IHEA
Invest Cycle = Z7Pg4m]/71 % EA4¢

A 23 <& 5>ollM 9t o] BHEFoE UBle C—scoree BTl da3Fs nA=
oAl EE7IZL Frke] WeA B FAFTIE SAMSsR & u, Ao A5 ATt
1.27501H, 8k 11.338(p<0.0) = HyFole} ()2 oAl Adge] e Aoz Yt
o &, Bl 932 FE A HUFES FANTRE T AfdE AR A 719/9 %]

@)
|
%)
1<)
e}
=
a
N
-
E
)
o,

oA 71/A =2 C—Scorett & Ao 2 eyttt

8) Khan and Watts(2009)2] C—Score =3l 23 20091 FA| 3] A A}, volatility, investment cycle
sl AdE e B FA ATt Uskou, agedl e £ ol YAl &3ts. ol dial
Khan and Watts(2009)= Autd oz E o o= 237t U ez Hsiith
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<# 5 CiE=HEM Al

2okx| Hel™ C—Score 7|& &5t 1% M2l Al
Variables
Coeff. t—stat. p—value Coeff. t—stat. p—value
C—Score; = ap + a; A I + a; Age; + a3 Volatility; + a4 Invest cycle; + e;
(&5 —1.273 —10.935 0.000 —0.245 —4.078 0.000
7ol 1.275 11.338 0.000 0.243 4.202 0.000
age —0.004 —5.800 0.000 —0.003 —9.562 0.000
volatility 0.001 6.030 0.000 0.001 10.307 0.000
invest cycle —2.616 —3.361 0.001 —0.940 —2.183 0.029
R’ 0.016 0.018
F—stat. 52.785(p<0.01) 58.671(p<0.01)

1) A4 <]
AR AR 1, ofYH 0] g VA= Yv|Hs
Age cAYY o)% Apds
Volatility ~ : KIS—Value A& wjldxze] 714
Invest Cycle : Z7Md2)/71 %2 FAM4t

off

€

7} A A R FER](C—Score 715 43t 1%) 5 A9 e o] tafjr] T Loz
37 243 AHlME C—scores 5713, F7He] Mg B FAF7|E AR & o,
21 A9 Al7E 0243019, 132 4.202(p<0.0) 2 HE5F)7} Frlehe Aoz fod

A37h gt webs oke] e Ao ok B thA R M = A5 12 712
8

WEHE7HESF = C—Score?} A2), F7He] et = 22 WHF
Score’t S7hez FHH I FS Hol Fa e Hl, ol= Feuel 7199 %ol = Khan
and Watts(2009)7}F "= 7] thd ez HolE Ad $da Wake] dapyt Y2 ofnish=
Bl AFEE C—score7} FElugtall e HpFols 2 tiflela a2 Ui Sle Aoz
H7H.

9o} o] B0l Ao ATt fFofgt oK +)2 WA ATV = oy o) ByEF

MEES BANGE & BEFSUdAe] PAFRA o BR By

9) Khan and Watts(2009)= #H& XA Atel| o8] age/} &=, volatility”} 4=, investment
cycleo] HESFE FAAESY BeFe 297 FelA BT Y=ot 2 Aoz yepdtin F335)
[e=]
AN
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H C—scores =
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[e)

ar

=

3} 71 QTFET} A1)
=

bol Bgel7k At

A
oA A

3T

o}
ste] o

I

EERE R

EAHER
5%} 1% G530l A

A~ I~
:“I_‘?j )

=
AR

=

S
"

=
=
747

]

ju

=
1

=i

<)

14
n A ofe} W

<]

SEIEE EEEE

483

, 710, FAE &) 2 o]} F12

& Fasan,

I 1%)

RS

A =gk
A

6>l A ¢} o] C—Score$} Size

3T

Size(71 4T+ )
Lev(F-A11] &)
Earning(¢] & &) :
:‘—4-3 <at
] (C—Score 7]

12

VS

272l 5 = ap + a; C—Score; + a, Size; + a3 Lev; + a; Earning; + ¢
S

AR B go] Al B4l v

=7t At Wl tE =2l o
=
5%

jild]

4759

o

p—value

0.000
0.000
0.000
0.083
0.466

ol

ol 21}

z—stat.

—7.82

7.26

8.94
1.73
—0.73
0.093
5

0.000
< 1y

d

=t

C—Score 7|& &5t 1% M2l Al

Coeff.
2.724

—33.541
3.637
0.025

—0.004

g

p—value
0.000
0.043
0.000
0.004
0.680

el MelH
z—stat.
—4.86
2.02
6.79
—2091
—0.41
0.085
0.000
SE
4

A
zZ

0.162
1.612
—0.020
—0.002

Coeff.
A A)oH = ag + a; C—Score; + a, Size; + a3 Levi + a4 Earning; + e

—11.926
3 71(2000)9] AFEA A Fel4ol

A3 7H(2000) 3}
A &o] FSTE

B
«
T

=
=

)
A -
=]

Variables
C—Score
Size
Lev
Earning
Pseudo R’
Prob > chi’
uE

)

11) 94

0

1
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=, WpFo7t 255 gasle] A7)

S #9880 2 Aow Jehith B3 7197
5o} 255 4597 G480 3 -

E47H2000)2] A TATe A=)3HA T

Mo
dlo

tlo

T

£

AN A
9

1z

ofN

o>

webd] kel HAEA A U ZARHAE ARAELE 7124, FAtelo] At
A ERA BEFelE detm gt Ao tehdrh 3 AN Felw ot 2ol
[

= 2
& 8ol dashe AoR o Yebtod, 53] A9 £

=2 1T O
NG 5% AYAL BYE 9
AME 10%FElM fFelatsion, o]d&2] Aol FoA e 2ot oA &t

FBI olN

2. AF71Hd29 A%

AT F A /M E 7ol viAged g v AT Ao Bg A g HyFe
ZEol ztol7t YEAE HSshe Aolth o8 HAF3s7] Adll 199995E 20109714 ¢] 717k
T HAA YA T2 T OgdATd ] A gAS B 67/l 7IQ/AEE Hde R AEE B
G50 2829 C—Scored]l tlate] SHFE t— A S AA G A3}, <F 7>3} o] B A <
A A% C—Score HTE —1.427, th2dA T A AL 719/9 %9 C—Score H <

e 7
0205 1 BTAE L62E Helt e A 2ol Bt AR % 0 0
stor} & ¢7} REH6] 7)9leke 5o olf= A4
Gel AFRE A2HA Faie MAARE B AT A9
Aol Aol7t Atk W T = glovk, 4P AN BiFelr)

st
<E 7> C—score g%
HMYeA M MYo|lA B A —d| &M (t—statistics) p value
1.632
C—Score —1.427 0.205 0.272
(1.102)

L} CHHZHEA]

o=

AF7VEA19] HAF M TLeA AHEH C—scores S, T2 THWHSQ E&7|7H
F7ke] Wi B FATIE AN, A HARE SHHTR Sto] v AR S A4
stlth 1 A3 <3 &> Zo] MR ST A A A5 919 ByEFort SUlehe WEke
AT(1.656)= AHEEH AU SAH R FolotAl= it wepa] ko] wi s £ 479 F
Al AF7H2E 7145A] Fate] vy fAdS e A5 4GS ve 7F e



Ao ztol7h vt AT e glov, AR AN eyt dad o ddote U
wA AT
i, ZAF A S A AL A el JEE PIA e WFE SAMSFR sto] ByFort 24t
Ao Y= nAE A AFE Aokt AFTHL AS Mgk LA AR AARE F
SRS, ol M AEE C—score® SN, VIR, RANE R o)) 8 5 FANSE 3
q ged 2 Ao 24 B4 saad
A7 (e)Z)A 5 = ap + a; C—Score; + a, Size; + a; Lev; + a; Earning; + ¢
YA, <E 8ol 9} Pol C—Scorert F7h £2 A7 BEo| Tobg ot Fo4
e REagch mebd el wulE B4 9 A Radne $Ua vAG AL e 45
4G AL We B¢ HaFesh A + doke e dglont, freldelA got
@ & g9
<H 8 =M Y ZARM F3
3|7 24 2XNEN
Variables Variables
Coeff. ‘ t—stat. ‘ p—value Coeff. z—stat. | p—value
C—Score; = ap + a1 A AT + a, Agei A7 o] F = ap + a; C—Score; + a Size;
=+ a3 Volatility; + a4 Invest cycle;+ e; + a3 Levi + a4 Earning; + ¢;
(3P —3.067 | —0.658 0.512 %) —12.128 —1.24 0215
27 o] 1.656 1.088 0.279 C—Score 1.190 1.09 0.277
age 0.025 0.343 0.732 Size 1.156 1.26 0.208
volatility 0.006 0.209 0.835 Lev 0.011 0.37 0.711
invest cycle | 16.485 0.471 0.639 Earning 0.022 0.84 0.403
R’ 0.011 Pseudo R’ 0.049
F —stat. 0.356(p<0.839) Prob > chi’ 0.055

1. Ball and Shivakumar 23| &3t EA(FHAF7M215 2)

ol A AF3H ulel 2ol Ball and Shivakumar(2005)= A4 £4, = ¥(—)9 dF5 0]
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BAA o5, = %o AFEERT A6 o F WdEE A E’“Z.OJE 23
7] Slste] Thewt Lol R AFEE W] BAZ o §olo] BEFe] ZYRYS
A A sk

ACC;; = ap + a,CF;; + a2 AREV;, + a3PPE;; + a4DCF;; + asDCF;¢+CFj

ACC(ZFEA ) = (F7]eold — I d a5 m)7| =3t

CFi = B FE N 2TAT
AREVi = WiEAS7te/7| 2 ARt
PPE; = FEAY 7| 25

DCF; = CF7} &(—)°ld 1, ofy™

% RYe vo| @Raso] Mysls drdw Hyre 27| ssEtne, v dEnit B
2= | 7}53%F Khan and Watts &) 28 HU}= o] &5 & HEo| ZolxE T 3lo
w, 2 Fetell 718 @ol AHgE Yol 2R Khan and Watts 0] 24 Heshs SHoA AL

o] A5 5o ﬂﬁ]ﬂl*gﬂr &*] ’é}j’&?ﬂrﬁﬂﬂ HYste 7 B
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A A 7P A A S w2 71T Ao e 7]} Rbell BeaFe] H e Ajo
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7F QA ASshe Aoltt ol & HFo] fal 7] R ol&st] et 2ol AR

ACCit — ao + 211CFit + ap AREVit + a3PPEit + a4DCFit + asDCth*Cth
+ a2 S A oA iy + a2 ] A A F-+CFy + ag2] % €174 o F-+DCFy
+ a9 % ©] 7 o F-+DCF;+CFy, + €

ol

ACC(FRA) = (71019~ Y ATEH)7 254

CFy = ddmsErIzEAME
AREVi = WjEAS7te/7| 2 ARt
PPE; = frEApl7| 232

DCF; = CF7} &(—)°l¥ 1, oFU® 0
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7199 BTyt duao s 22 oz o] 7ted otk
1999 5] 20108 7b4] o] 713t & v]AA o & w2 9370 7194/} B VIR & Ao
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<H 9> CtiE=HEM Al

, 1999—2010 1999—2005
Variables
Coef. ‘ t—stat. ‘ p value Coeft. ‘ t—stat. ‘ p value
ACCjy = ap + a|CF;; + a&yAREV + a3 PPE;; + ayDCF;; + asDCFi*CFy; + a¢2] 78 o 5
+ 2,87 o F+CFe + a8 % A F-+DCFy + 292474 o F+DCF;*CFy + ¢
©5p) —0.116 —4.297 0.000 —0.021 —0.385 0.701
cf —0.080 —1.006 0.315 —0.860 —1.406 0.160
rev 0.061 13.468 0.000 0.097 13.979 0.000
ppe 0.019 2.489 0.013 0.053 3.916 0.000
dcf —0.164 —3.774 0.000 —1.307 —17.610 0.000
defxcf A wA = Al —6.366 —10.195 0.000
] 0.120 4.434 0.000 0.026 0.474 0.635
2 wcf —0.621 —7.417 0.000 0.075 0.122 0.903
24 «def 0.155 3.564 0.000 1.287 17.238 0.000
2 sdcfrcf 0.701 27.495 0.000 6.685 10.687 0.000
R’ 0.081 0.431
F—stat. 152.640(p<0.01) 568.938(p<0.01)
1) ¥y
ACC((FTA) : (G710l —dddaa 57| 2FAMT
CF; B el e Bt a4
AREV; B e T e s
PPE; DAY 2 AR
DCF; : CF7b %(7)01‘3& oltd 0°] #E 7 tn|Hy
Aoy HqA e 1, 1 Zojdold 09 e 7= grjde

Lt. #R7HE29] HE

T A e F1go] MAP AL we AF HPAS WS 7
7h A E Ao Aol o2 A7) A3 g :
g P

ACCit = Qo + a1CFit + a AREVit + a3PPEit + a4DCFit + asDCFit*CFn

e R A AR . 4 a2 o A E6] HaCF, + ag A o] 791 =0l R DCE,
a7 121 o] F+DCFCFi + ¢4

ACC(F2A ) = (B71old -9 a5 571 2T At
CFy = AT E71Z2TANT
AREVj = &Y 37t/ 71 2FA
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A A mol iy = AR A d el 1, HAH g ARE|H 0
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wh}a] Skel| 4] Khan and Watts 2.3 ol 28 #2414 7}9} Tr/\}-a}yﬂ ABA A= 7] 2hE A B
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7%1'%7}*4201] 341 &= Khan and Watts & ©|1} Ball and Shivakumar 28] 2|3k £ 25
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Ao 7ol s Ao AAeAS e A% IJAF EARTE AR uA

= <3
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ARl AN AF M2 RIS ARl A7 55 FElst ByeFoE gt
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o] & el Hy] 93] v AP AT FHPHE e REF IARle] wMAE 247) FE3
AArlo] LAl Al 397 o] A A S| C—Scoreol] thote] ZHEE t A= A
Agh A3} ZhARQle] MAHE 7192l C—Score Hi2 0.198, 7HAIIe] #A1E 71992l C—Score
HFL 0.194, FTFAE 0.0042 7FAFRIo] AR 7)9de] B4Fo] AT} thah =gkon) o] A
T A oAt gkel 0.030, p<0.487) T3k Ao w2 UEigT wheba HA R A5 A
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The Difference in Accounting Conservatism
among Firms with Unqualified and
Qualified Audit Opinions

Seok—Keun Lee" - Jaewan Park”™ - Dong—Hoon Yang™*"

<{Abstract>

This study empirically examines the difference in accounting conservatism among firms with
different audit opinions to understand whether the external auditors consider accounting
conservatism in forming their audit opinion on the financial statements. To do so, we compare the
strength of conservatism between the financial statements with unqualified opinions and those with
the other types of audit opinions. We mainly use the firm—specific measure of conservatism (C—
score) recently developed by Khan and Watts(2009), and also use an alternative measure of
conservatism suggested by Ball and Shivakumar(2005) to check the robustness of our findings.

Using the sample of non—banking firms listed on both Korean Stock Exchange and KOSDAQ
over the period 1999—2010 inclusive, we find that the conservatism of unqualified opinion
firm/years is statistically stronger than that of the other opinion firm/year. On the other hand,
when we compare the conservatism of unqualified opinion year with that of the other opinion
year(just before unqualified opinion year) for the same firms, we fail to document that the
conservatism of unqualified years is statistically stronger than that of the other opinion years,
when using the measure of Khan and Watts(2009). As a robustness check, we use an alternative
measure of conservatism measure suggested by Ball and Shivakumar(2005) and find qualitatively
similar results.

This paper may have an implication that the external auditors might consider accounting
conservatism in forming their audit opinions. Accordingly, it can provide for regulatory bodies
insights into more effective regulation of audit firms on the basis of conservatism and be used by

the accounting firms as a reference for self quality control.

<Key words> audit opinion, accounting conservatism, measure of accounting conservatism, C—Score
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Khan and Watts ¢] 2§l &3 B3] SA3](C - score) AH2HA

E R A|AlE Khan and Watts®] 23S ZojxH oS3 2t}

Xi = /81 + BzDH' 1Ry + poR; Sizei + ¢3Ri M/B; + ¢4R; Levi+ A1DiR;+ A,DiR; Size;
+ A 3DjRi M/Bj + A 4DiRj LGVH' 51 SiZ@H‘ 52 M/Bi + 53 LCVH' 54 Di SiZCi
+ 55 Di M/Bﬁ” 56 Dj Levﬁrei

B <X 3> V|eB AT AR 89 A4 dae <iE 10>7 2t C—Score AHE

o] 28 DR, D*R*Size, D*R*M/B, D*R*Lev ¢ A1%Ql A1, Aa As, As S& <E 10>
8.485, —0.784, —0.050, —0.026°.% JE}yiT}
5 AFE o9l C—Score 2F&2]of] Yol ZF AR, 719™E C—Scores =435t}

C—Score = B4 = A1+ A, Size;+ A3 M/B;+ A4 Lev;

<H 10> C—Score AHEA &2 2ot O3 EM 21

H| EZ3 5 t o2
e B e
3P 2.142 2.087 0.037
D 2.023 4.821 0.000
R + 1.735 4300 0.000
R#*Size + —0.152 —4.110 0.000
R*M/B - 0.003 1.676 0.094
Re+Lev - 0.043 4.064 0.000
D*R + 8.485 2.125 0.034
D*RsSize - —0.784 —2.047 0.041
D*R*M/B + —0.050 —0.355 0.722
D#*R+Lev + —0.026 —0.904 0.366
Size —0.177 —1.876 0.061
M/B —0.020 —2.327 0.020
Lev —0.032 —2.179 0.029
D=Size —0.202 —4.938 0.000
D+M/B —0.009 —0.140 0.889
D+Lev 0.036 2.144 0.032
R’ 0.010
F—stat. 8.892(p<0.01)
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o] #& Yehol Tkl &Y o] Ee] 2 WEe R AHE S Ko Sk

W, 7ol ek SA 9 A1 TAle] o] 9ol thek Rt =E 27 el = ReSize
1 R=:M/B AlFE EAA R foAe ¢l Khan and Watts(2009)2] o AHahe= whofw-ake]
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o g et fejvtet FAAe] mlm e tha Ao|ghe o Fith a2y B ot
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()2 Wake] s Jehlle] dubdgoz BH4AQ AAE Ao s BT th
D*R, D*R*Size?] A4*E Khan and Watts(2009)9] o4z} 7-& wigko] §-0]3k 743 e}
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