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<& 5>oE BEAGE) el 44498 ddz Fa9 AS P AL
o ek 22 IR WA AR 93 203 AEE BAR 7190l f1E
P45 WRAAReAme € e AkIe FNY ARG B e ¢

A Igol B ZI R QAP QUEAm E AI9RsE 2] gl
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N
A
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o —

A&sHA 8 4 AQ7] wiEoz HetEd
AA B 9ste] AAadd dxd yRIAAA R Fe3t HFHS FAIg 71he o]
SHE TS BART R BRI o)t BAF T digh TTJ]fE 53] A He A =2
T8 S TAIZ 7ol A%E AR, A% ] 55U EFotth s A
A Fask FHod S FAIg 79 AE AEHEYE <H 6>a+ Zt}1s)
(H 6y HEE AH SR FAN 27| EX7IY
At g 20054 20064 20074 A
FY -0y - S - AEEAERY 1( 1) 2(2) 2(2) 5( )
A - B - S0 € 7 EuAIEAY 0 3( 3) 2( 3) 5(5)
3I3HE - 1§ 9 ZEEAEA R 2(2) 3( 3) 2 2) 8 9
H|E4&3E 9 253t - 7| AAE A ZEY 3( 3) 3( 3) 4( 4 10 10)
AFE 2 A7) - AR A ZRY 5( 5) 10(10) 8( 8) 23( 23)
oz - A . B8} 7] D AAAZA 1D 0 3(3) 4 9
THAEY 2 AESNY 5( 5) 10(10) 8( 8) 23( 23)
YL gy 2 SE5FEANAY (D 1 1) 0 2 2
ArAeg 9 7erHedREd 40 4) 6( 6) 7(7) 18( 18)
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Al 25(25) 43(43) 41(41) 109(109)
Tl (e AR ﬁ%fr
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FE AR 719ez 1097h0], oo t-gHe FAHET 719% 109740t
T X E BH, 200637 20071 d9] A 20053 20l H]B) Eol SRS &
< 2006 F-E] YRS A BR|A| = e HESA FA7E o F31E 7] WiEo® dAdk
£ AR Ay FIAS 3 AESNET A7) - ARz o] 2370 V1o ® Y B
kom FrAe 9 7eFHsd#EH o] 187] 71 oR o] Al 7EA] YEo] RS AT A =L
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(i)

Aok B9 1007 7190 3 < 50% o4& AAska gk ol AApAEl 2 o

SABARS FoF AP Bad] B FT 20 Wol /T 9SS AR

i
L =
e

ek zt o] 7] SAES Qokehd <3E 8>3 2tk <3 8>9f
A 7197 FAZIFA ARG 71EA TAES HA - 1061004 FHil 50.040]H, FHt
09430t AFA LY NDAE FFHAL 04610]3L, 3t 0.6600]tF. FAA 77| EVA)S] FEH
A= 04730] 31 HHS 05560tk 7| GTFRGSIZE] H A 9.3804 HU 12.660] 3 TS 10.2389]
o FAu &2 HA 222%004 H 2,845.02%°] 1 - 173.485%°]th. )& 57 HE(GROWTH)
& HA -100%94 H 1,920.36%0] 3L HFE 29.606%°]t}. 0] 9} o] WG5S Wi, HAg 3
tigke] zpol7b Wol v Qdtt 1efuh ZARS H (Audio), A3HTE (Marker), 0] JHSKNOS] 7 -5-o
T 1 ze|7h 24| gtk

N

B 7> UWFAMINES AHSH0 2#Et 71=SH (N=218)

T E AsEE0N) | E 2 =95 | EZEHR | FH2FH 2| )7k
71A7H(CAR) 218 0.943 -0.34 7.854 -10.61 50.04
A 22wk d(DA) 218 0.660 1.00 0461 0.00 1.00
Z Q8- EA| 10 218 0.514 1.00 0461 0.00 1.00
A A B 7V (EVA) 218 0.556 1.00 0473 0.00 1.00
71+ E(SIZE) 218 10.238 10.58 0488 9.38 12.66
X3 8]S-(DEBT) 218 173.485 75.59 345.652 2.22 2845.02
] &N Z71-8(GROWTH) 218 29.606 —1.34 170234 | —100.00 | 192036
AV A Audit) 218 0.065 0.00 0256 0.00 1.00
I8 (Marker) 218 0.162 0.00 0.389 0.00 1.00
o]l BKNC) 218 0.881 1.00 0415 0.00 1.00
FEELS 20079 T A SFARAEANS FVEEAE 2 ZAEAF Y e HEEdE
719 2187)¢)
2 AT X3 7t Mo FEARE o] &sto] ALt FERY] doj&d e <£ 7>
oF 2t} 7} wipo| dig AHAAE AHEH, TEAR] 7IQ7RIHNCAR = o] 2 A
g2 Ao tiste] fol et S(—)2] FBBA(-0.140)E 7= Aoz YENT o= 7197
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¢

49l FAzTGelgo] 245 o xHo] Fome Ao AN & Ak B foloWse
(NO©ll el A= frefeh hhel ZaaA0.1328 7H= A2 Yehtal slo] 7197 aCAR)
7k, ol Hstek Frtshe Ze R aiAd 4 Stk

B AT wHe 77 e WRSIA| BEA| 2o AAEAAHRIOE AR {9
Kol FBBAE Bolx glof, AT S wAF F US AR JoEth APA ¥
BADA thste] W3] AR A o] AAEHIOF FAnE T2l A fFo3 k)
o] AHFAA(IC=0.442, DEBT=0.187, Audit=0.16005 ERNiL Slom, 7|ATFESIZE), 373
(Market), AR EVAS= 238 (-)9 AABA (Size= —0.453, Market=—0.211, EVA=—
01745 YEtHIL Stk ol= AgAdgde] S5 WA A=Y dAEHS Hud 7ts
go] &1, FAHEo] Eom, 7‘*}9174011*1 A S g ThsAol Wrke AoR T ¢
Ark g A FA o] S5 7|49 FRIE A, AR AE & JeH, EvAvE &
(59 & 7H 7l ltke Ao M E 4 gtk

WS AR Al =] AA S0 Wl tigk AuAEA A FAHSOEBDH ZARIA
(Audit) & %Q]fﬂ WS FHBADEBI=0.245, Audit=0.272, p<0.0D)F Ho|i Jom, 7|HE

F

SIZBSH= ol ()9 AAAIE Holal stk ole WiIAAA Y] AAE-S Hugh
719 FE Txﬂﬂlgﬂ S o s g 7Fs/de] Ao, 7Rt Atk A onlgit
x| A xgo o] =

Sope, RSA AR AH5S BRG J1de] B, ol Egus AFAL

<E 8 UFAHZM e HSHo| &gt HaS 7] oS yEEAEA (N=218)

M= |CAR| DA Ic SlzE | DEBT | Gowth | Audt | Market | NC EVA
CAR 1 | —0.144"|0.166" | 0.067 |-0.132 0.004 | —0.028 0.056 0.132"| 0012
DA 10442 —0453™ | 0.187""| 0.036 0.160™ | 0211 | 0.045 | —0.174™
IC 1| =0347"" | 0.245™| 0.032 0.272"* | =0.049 0013 | —0.121
SIZE 1 —0.169" | —0.143"" | —0.266™" | 0.448"" | —0.031 | 0.255""
DEBT 1 -0.072 0.223""| =0.055 | —0.008 | 0.081
Growth 1 0.176™ | —0.036 0.030 | —0.005
Audit 1 —0.131" | 0078 | —0.034
Market 1 -0.006 | 0.128
NC 1 -0.007
EVA 1

F1 wwn, w62 22} 19, 5%, 109 SN FAHOR §ol3
+ QuEoE Wagtel AR 070 g0l e AAe] EAlSRe A0E B, A A% 07
HjgolEg Tojs ARAFRORE OE el BAE 446A e Aew Ba.
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2. M-S ARY A= AASA I o)zl g AHA
(7711 284+
ATAHIE AR skl 2ARAS ANSETE AN A3, o) P AR A A
A5t 50 ssh 2 f7 (-9 9% A= LT, =~ 1426, p<00D),
£ R R A RS AAEE Badt IGelA ol 2P Dae] §717h 24 gk 2 o

(o]
o
R=)
l:l
o [

d
ol

I8tar Itk o2t EAE = WR-SAALA = FA7E o Fake 713kE g o= EAstsle
oz oAl WRSAdAZ e AL B FeE7] wEeleta s

CHE 9 AF7HA10] THet 2AMZEL
DA;, = a+pBIC;, + B,SIZE;  + B;DEBT,, + 3,Growth,; , + B; Audit,; , + BsMarket ;, + 3;NC;, +e; ( 2]
D

H e HEFS A =
Eshog] 19.514(14.313)**
IC - —1.426(14.778)"
SIZE - —1.738(14.163)"
DEBT + 0.001( 0.841)
Growth - 0.000( 0.114)
Audit + —0.017( 0.000)
Market + 0.515( 1.181)
NC + —0.468( 1.359)
N 218
Likelihood Ratio 64.263( 0.000)""
—2 Log Likelihood 214.839™
R 0.410

F1. D4, 171999 A A= HAHCEKHOIH 1, S(-)°]H 0)
16, ;7199 WRSAAYATS] Fag A% By NF8S A% Hue 1, oY 0)
Sz, 7199 AAE Lo FAKFHFRY oW 1, 282 ¥OoH o) FAHS
DEBT; :j7194¢] B3 FAulE : FARF
Growth; 1 j71H9(FHAE HEd - HIE mjSdy/dds W&
Audit;  j7199] ZPARSI O] F7old 1, ofHW 0 BAIMSF
Market, : j7140] KOSPIZ]4o]™ 1, KOSDAQ7|Go]™ 0 : EAHS
NG 17199 B7Ieelele] WSt (K +H)old 1, 18R] oW ) : FAHS
F2. Alg dell YA BEke] FX= Wad BAIFY.
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2
of
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=3
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19) B AT WEIABLAE] AAEGS ARPAR TG WREABAE A Fa
@ Hoprel wat 9ee elelgh
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3. BYZAFNA Likelihood Ratiow= Chi —Square FA|Fo]H, 5okl Fhe p# el
T4, e, o, w2 ZVZE 1%, 5%, 10%7500 BAHCE g
719t Aol 719t Sk R ool Y=t #44ad vk
259t UG folg 2(-)9] ABRE BYTHB,= - 1426, p<0.01). ©]E o] 520077} 4l
(2007b)2] A 5l‘r AR A2 ZId R A3 WRARR AR FAE
7199 993 #HE olg2dE o3l AA & 7ol slte AS oy <l
ki ojeje] HMBHNO®] -5, olofe Hud 7|PLFS o|d2A S Bel & Ae=
FoLt, dShaohs Wil folehA] 2 ()9 ARE HATHE, = 0468, p>0.1). ©]
= Ge&McVay(zoOS) AdZH2007b)2] AF-oF AR AFATE UEFSITE B3 Chi—Square FA &F
& (42637 1% A Fod Aer Vet
T3 71°4Fu4 IS Fo Fu O‘OW 491 WHIARA RS F53 #els
Al FARE Aot olYzAe] F7]R Tl M°1 HJTESM]J&E]XHEA WA 9= L=
7Fs/dol Brhe ov = sjAdnt. gk S|S0l WA delA 2ol = e Qe A A%
o AEgE wolaa ske A S adz wgdita & 4 givt adEeE i de
Are] AH5GE B /LS old2A o] B717F 2 Aotk ke d77H 12 7149
° 7Ha 1ol i RS A A A =l ol 2 oAl avke & ATe] Adte Al

o
)
s
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Ne
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e

X,

[‘_0,
FD‘ O_u.,

371

i

J{Nt o, rlo
o
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fo2 g s e 2

¢

i

(]

3. ol =AI} 77 Aol tiek HAAI (AT 2] HAAA)

o,

AF7Hd2e] et Rk AEA] Ao, o] 2y o] FEbDAE THWFQ FHZRALECUR)
o diate] ol 59 GIFS A= AR HEFRTHy, = —2.555, p<0.05). °]& L
o} TUS AR o]dxHo]l T VPLFE FTHHSRI IR B V19Y Aolgks
Yhim(2005)] -9} frAtel ARE Basta gk Eg s@dao] AuEs Jele Re
0.192(F=5.284)= o] st A= JEFyL
& FANTES FAACE fFosiAle ot & AFA «S
EVAS} 71971 R, 3734 A7 7197Ex 9 ihe] #HAE 7R 2 A BAA =2 frolet &
°

T - \l’
Fe ofd Aoz etk WA A& A, B AFAE 9} B 995E ¥
[e] =
=

ke

AU EE e Aoleka dFagont, 28lel A1 e gl Pl gl Erhe 29
Hol3 A BARCE folaE gt 2o Uehdth
web B Al 7HEel olelzgo] 2 IGUFE o2y YL FIHA 2

AAR S 7 AolthbE A/ 2= A==
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C’AR]-A’25 =a+ ’leAj"25 +yE VAjJ + ’y;;SIZEjJ +v Gr’owthﬂ +%DEBT;  + 5N C.’;;t +e,; (212
i HEF=Z A =
Rl 8.315( 2.994)™
DA - —2.555(—2.340)"
EVA + 0.028( 0.415)
SIZE + 0.088( 1.232)
Growth + 0.013(  0.190)
DEBT - 0.030( 0.453)
NC + —0.013(—0.190)
N 218
F Value 5.284™
Adjust B 0.192

FLocar, 7199 €8 2AFYES FHT 2AFYE
DA, ;7199 AR LA A K +H)old 1
EVA, ©j7199) EVAORT =W 1, 233 o o) BAWS
size; 1 j7199 SAAE Bl FAKFHFRT oW 1, I8%] oW 0) 1 FAIWF
Grouth; * j71 4 NFHAEHES - DA S A S S50 %
A o o) A
DEBT; :j719¢] ol FAR&FATEY £oH 1, 2384 ko ) FAWE
NG, 1j71909) B71olle] Mk +)old 1, 1A ko o) 1 BAMS
F2. Al doll A3 BE k] A= t—valuedd.
T3 wex, vk, x5 A2 1%, 5%, 10% FolA TAHSE Fo3h

4. WA A= AH543 719971 A At (A7 39 A2

Q771 30l vl 2518 BAE Slajel AT 13 AT 20) BAATA felaA ke
= 2 J971x9 AHA0 BeAo] Yk Bk = fr‘éa _Looﬂ%i xﬂﬂo}ﬂ Oﬂ%%**

32 AR 2R FLsol -erﬂéf%
o [e]

A ozl el at

20) A7 39) TP EABAA staged A= DARGT} p>0.055F A o3t on)E 71RE Ao=E e
o, 2stagedl|l A= ICHS9} Ho] 747} p>0.1, p>0.05 FTolA Ffgt 9nlyf 3he 7T B =
Fol|Ae] 28ISEA-S spssE BAEIQ o, TSR = IC, SIZE, EVA, Growth, Debt, NC, Marke Y57}
o] &=t
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<E 11> H+7HE30] oig =MZEL

CAR,, = a+6,IC;, +6,DA,,+8,EVA;, +6,Growth,, + 5, DEBT;, + 5, NC;, + e, ] 3)
s == HEE3 A =
A9 9.613( 2.920)*
ic + 6.181( 0.179)°
DA - —2.110( —0.828)"
EVA + 13425 0.637)
Growth + 0.966( 0.845)
DEBT - 0.350( 0.317)
NC + ~0.302(—0.229)
N 218
F Value 5.321%
Adjust R 0.205

1

F1.cAR; ;7199 €8 295 ES F9 FHZ2AGY
16, 1 7719 WRIAAYARS] AAEAGaS A Hie 1, 28X §oH 0
p4; 7199 A4S AR BAACKHOIE 1, H(-)°lH 0) : BAES

EVA; 177199 EVAORTH I9 1, 23X god 0): TAMNMS
Growth, 1 j7199] WEN T7HHFTHSTET oW1, I8 oW o) TAHS
DEBT, : j719¢] Qo] FAHI&ESAFEY £od 1, 2384 dor o) AW
NG 17199 BY1eol s Hold 1, 28] Zod 0:F AW
2. Alg Fell A3 FEte] FA|= ¢~ Value}d.
T3 wwx, wx, w2 22 1%, 5%, 10%5woNA BAXHCE FoFh

ol WS ABEAI RS AAEAR] AR A G Fag b
H7RE S/ B9t dre on| 2 A E st &, 7199 AT
< S8l WEsIARA = EA
ok AA R 7ol WEs| AR A= A
T A AA7E 71974 o= B S A

AR F7leol ke NO S A5

o)

o
ob&e] frolshA] &2 w9 2 7RIdE nle G7|eolgistheo] HHEET B HHUES
T FEo] Bthe AeR #ME 4 vk

webA g Rs| AR AAEA S BuE 7197k g K+)e] BEAS M Ao|thate
AT7H 38 SAF R FrefAdo] WA dAF o2 AP .
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et 7194711 gk AdAA Aoz YR AR AR =20 5241 7199 T

AFE A e IAYRRA Y] A4S S8 FPsteAE HESL BAshe A=
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g Y= vAEAE AV EGT

olg fall & AT WA Y] IFEQ] WHIAHL A 2ol het A= Asio] 7
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An Empirical Analysis on the Relations
among the Qualitative Characteristics of
Internal Control over Financial Reporting,

Earnings Management, and Value Relevance

Na, Young® - Choi, Kwon-Ho""

{Abstract>

The study examines empirically on the qualitative characteristics of the internal accounting
control system and its attestation report of the external auditor required by the standard internal
accounting control system, which is recently introduced as a part of a broader internal management
control system designed to emphasize management’s responsibility over financial reporting. Based
on the assumption that internal accounting control system is an instrument of ensuring
transparency of accounting information disclosure, this study attempts to show empirically how
corporate value 1s affected by the reporting of material weaknesses of the internal accounting
control system, which are the qualitative characteristics of internal control over financial reporting.
In addition, this study shows how affected by disclosure of the qualitative characteristics of internal
control over financial reporting on the results of the financial and non financial variables, which
are the economic characteristics of corporations.

Specifically, we defined the public notification of material weaknesses in the review report of
internal control over financial reporting as the qualitative characteristics of internal control over
financial reporting. We examined through Logit analysis how different earnings management was
between companies reported material weaknesses and companies announced the review opinion of
internal control over financial reporting. In addition, the relations between earnings management
and corporate value was examined through multi —variate regression analysis. The relations
between the qualitative characteristics of internal control over financial reporting and corporate
value was tested through 2SLS model after earnings management was controlled. The sample of
this study was 109 firms in the experimental group that had announced opinions on material
weaknesses in the review opinions of internal control over financial reporting in their external audit
reports in 2005 ~2007, and 109 firms in the control group of 218 firms.
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The results of this study are summarized as follows : First, with regard to the correlation
between the qualitative characteristics of internal control over financial reporting and earnings
management, the tendency of earnings management was lower in firms that reported the qualitative
characteristics of internal control over financial reporting. Second, with regard to dependent variable
external cumulative average residual (CAR), the degree of earnings management showed a
significant negative correlation, suggesting that firms with a high corporate value was less likely to
do earnings management. Third, the influence of CAR with the qualitative characteristics of internal
control over financial reporting was insignificant but showed marginally significant. This means
that the increase in corporate value is correlated with the public notification of opinions on material
weaknesses in the external audit reports, which are qualitative characteristics of internal control
over financial reporting.

The contribution of this study may be summarized as follows : First, it has attempted to expand
a research direction to study on the relations of corporate value with earnings management in the
context of internal accounting control system that has been recently introduced to emphasize the
management responsibility over the quality of the system. Second, from the corporate perspective,
transparent disclosure on quality of internal accounting control system is a critical factor for
corporate value providing more credible information to the accounting information users or
investors. Therefore, it is expected that the evidence above can be used as a means to discourage
manipulating eamings and to enhance the credibility and usefulness of financial reports for
investors’ decision making by transparent information of internal control over financial reporting.

<Key words> Internal control system, Internal control over financial reporting, Accounting transparency,

Value relevance



