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BV, = BVDE, + DE, ®)
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P, = ,+B,BVINTA, + 3, INTA+ B, TIME+3,TIME - INTA+ 3,X, + 3, NEGX,
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+6; DIV, +58E YR, t¢ ©)
t=1
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P 19,519 36,899 672,000 20,900 8,500 3,050 117
BVINTA 27,367 44,890 735,689 33,293 16,709 5,723 —511,908
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AC 0.194 0.396 1 0 0 0 0
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Big4 2579.2 297"
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h] —4320.2 —2.85" | —2943.9 —5.28" | —28743 —2.15"
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DE 2.059 1.17 1.297 1.06 1.725 2,65
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The Effect of Audit Quality on the

Value - Relevance of Intangible Assets

Kim, Yi Bae® - Kim, Jae Joon™ - Cho, Mun Kee""*

<{Abstract>

The portion of intangible assets is increasing gradually in the knowledge—based information
society and prior research showed that investigated information usefulness of intangible assets
enhanced the value—relevance of intangible assets and intangible expenditures. This paper investigates
the relations between audit quality and value—relevance of intangible assets such as development
costs on the balance sheet based on the Ohlson model(1995). The sample of 2,057 firm—years was
selected from Korean Stock Change for the period of 2000—2006. The proxy variables of audit
quality was used whether or not Bigd(BIG4), introduction of audit committee(AC) and audit
hours(TIME). Empirical results indicate that audit quality improved value —relevance of intangible
assets reported in the balance sheet. Intangible assets turned out to have as significant value—
relevance assets in the market. It also examines the relations between audit quality and
development costs of intangible assets. The two proxy variables(TIME, AC) of audit quality have
significant relation with development costs. That is, TIME and AC variables enhanced the value —
relevance of development costs but Big4 have not related with value—relevance of development
costs. Especially, empirical result of introduction of audit committee improved value—relevance of
development costs means that audit committee enhanced usefulness of accounting information. This
paper has made a significant contribution to find out empirical evidence that enhance of audit

quality increase value —relevance of intangible assets.
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