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PHIAAT| NS 3! o|2=Hoj| mst AF
CE 2> INE | [ AAE 7o MEHE Xo|2M
(58] &ole] FAThe] - Wl
T—test Wilcoxon
2 Mo BE=237 WA zo|4
™ T A eTT P 2 Z 2H
BDL —_ 113 57,331 23,806 —2.27 —2.3705

'''''''''''''''''''''''''''' *ZLZ R Kk EE
PO ° 238 132,997 29,132 (0.0240) (0.0178)
BDL i 113 30,532 13,646 -1.97 1.0150

rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr A A :

IPO 238 71,040 12,123 (0.0501) (0.3101)
BDL 113 26,799 10,081 —2.56 —6.1085
rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr AP AR
IPO 238 61,957 18,373 (0.0109) (<.0001)
BDL o 113 51,169 26,514 -2.97 —3.3557

""""""""""""""""""""""" %—UH%QE kk etk
IPO 238 142,536 36,450 (0.0032) (0.0008)
BDL 113 3,995 1,839 —3.88 —7.8074

''''''''''''''''''''''''''''' Oélﬁo] 0] Kokok EEE
IPO 238 14,429 5,272 (<.0001) (<.0001)

11 184 1,571 - —

,,,,,,,,,,,,, BDL | 74019 3 318 ’ 4'17*** 8'4133**
IPO 238 12,454 4,612 (<.0001) (<.0001)
BDL 113 0.558 0.592 7.96 7.5327

''''''''''''''''''''''''''''' —?‘iﬁﬂ]% sk ok
PO 238 0.390 0.401 (<.0001) (<.0001)

11 084 079 - —

,,,,,,,,,,,,, BDL | oJejolel & 3 0.08 00 4'30*** 66
IPO 238 0.158 0.140 (<.0001) (<.0001)
BDL 113 —0.006 0.061 - -

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 27)40] Q)& 140 6'9501*
IPO 238 0.136 0.119 (0.1632) (<.0001)

BDL T3 v, PO - A 719

v & DR EA D EApA

dHoldE  : gPold/ZmEY
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0T TE | R EeE =T (P 2 2
ot ELIvdhe 2,758 84,744 53,941 221" —8.4436™"
Z A
° o 718] 121 54,144 24,370 (0.0271) | (<.0001)
B ARk 2,758 37,980 18,930 1.52 36715
T2
R L 121 28,103 12,843 (0.1299) | (0.0002)
dR7|d 2,758 46,763 30,876 2.86™" —9.8003"
A7) b
3714 121 26,041 11,850 (0.0042) (<.0001)
o 2 ARk 2,758 80,298 43,505 6.74"" 73155
Zu|&
° | aay 121 38,127 20,093 (<.0001) (<.0001)
Q] ]‘11-7 [e3] Sk ok o k%
gojole) | 14 2,758 3,963 1,966 3.19 2.6418
3714 121 1,739 1,121 (0.0017) (0.0082)
ELieghe 2 42 1.4 —
arlaole] | o 14 758 5 A453 2.01 2.1752
714 121 —2,073 994 (0.0461) (0.0296)
ELIvdhe 2,758 0.409 0.397 —5.46™ 6.2507""
A H] &
3714 121 0.562 0.527 (<.0001) (<.0001)
o] }i’i—}_—7 ] —0. . *
Gejolels | o 14 2,758 0.022 0.040 1.83 0.8342
W71 121 —0.145 0.062 (0.0697) (0.4041)
A1 2,758 —0.160 0.028 N
PoAelel | : 2.30 15963
471 121 —0.749 0.047 (0.0231) (0.1104)
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(HE 5 RIMT M2 2 MFHIE 4A Xlo|ZA
(A58 &ol9 FUTY @ Ank 2
N . ~ T—test Wilcoxon
4T SR ST P 2H H549
. —1.37 -22
= A Ak —12,064 912
(0.1748) (0.9167)
. —0.35 124
B EA —1,826 695
(0.7273) (0.5553)
—1.93" —272
A7) A} —10,238 —2,611
(0.0573) (0.1938)
. —2.12" =537
o) & o —12,523 —11,992 537
(0.0374) (0.0091)
—-3.01" —714™"
dHeld —4,660 —2.850
(0.0036) (0.0004)
—4.17" =957
F7)420] ] —10,689 —7,013
(<.0001) (<.0001)
292" 536"
B8] 0.097 0.036
(0.0046) (0.0093)
=3.00"" 741"
dAoldE —0.151 —0.042
(0.0165) (0.0002)
=310 —1017""
7101 —0.553 —0.105
(0.0027) (<.0001)
A& CEAFAND A
dLoldE dgold/EmEY
B7]E0ld & - BrlEelY/EuEd
RACE M : 8070
oo [ (22 BAA FYEE 10%/ 5%/ 1%S u|dh (=A%)

7 1-1, 1-2, 13 3 S5 A3 <F 2>~<F 504 42 A5 o] AT o] 5L
AT FE M F e HFEe] BAE SASH @2 T Aol A9 AInts A
Aletar gleme 7hdel tigh 94 ASE e oiHehe a3 A itk wEkA] A
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4 aAeol] Aol7k YA A
Aws 44747159 A AADE, 223

[Panel Al : 25|42 7|1™F (=113
By oot =A%k 25%5 ER b 75%5 Z|that FEEHA
DA 0.041 —1.000 —0.048 0.041 0.128 1.000 0.247
Inasst 10.207 6.820 9.644 10.078 10.817 14.159 1.091
lev 0.938 0.116 0.553 0.769 1.006 13.683 1.319
roa 0.175 —1.514 0.036 0.069 0.159 4.350 0.535
cfo 0.089 —0.824 —0.026 0.046 0.152 2.472 0.340
[Panel B] : ZAHE 7|24(n=238)
Hi = Yok ESptds 25%4 B 75%5 =i gk EZHX|
DA —0.050 —1.000 —0.128 —0.038 0.024 0.448 0.147
Inasst 10.582 8.553 9.843 10.280 10.985 15.233 1.143
lev 0.524 0.053 0.347 0.520 0.695 0.986 0.223
roa 0.217 —0.330 0.116 0.190 0.264 0.956 0.149
cfo 0.213 —0.318 0.095 0.195 0.325 0.864 0.174
[Panel C]: 7|Et 2R ZAH AL 7|24 (n=53972)
H = Yok ESptds 25%4 =9l 75%5 =i 2k EZHX|
DA —0.008 —1.000 —0.066 0.013 0.085 1.000 0.260
Inasst 9.898 7.711 9.339 9.774 10.392 12.090 0.794
lev 0914 0.000 0.494 0.755 1.000 1719.830 9.210
roa 0.039 —0.307 0.002 0.033 0.083 0.356 0.093
cfo —0.001 —1465.037 —0.018 0.030 0.118 61.746 6.363
DA AZA BRI 2FTAMICR Y Fh)
Inasst : AL AAA =T B
lev @ FAHE(=F5A/71 2FA
roa : FARI E(=371E0] /7] 2FAY
cfo GG Eo A AT E(=FALT 2T AFEE/72FAD
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<& 6>9] [Panel Al= 337 33714l A%, 23 719 2 SRt 19 9=
g o] zA o] x| AFA LANDA)S] HiFgko] 0.0412 K +)2l oz Yehyga 9l
o AR LPNDA)Y F95 E3F 0.041 8 FH+)9 g i Vet &S HolFE) bk
A [Panel B]= 27337149 A5, AF4 HAYNDA)S] Hgke]l —0.0502.2 (—)] &<
Ueh i glom, S99 3 —0.038%2 o(—)9 #te® VEhds HoFal it} [Panel C]¢]
B 7R eAAL ti 7S] A RAN(DA) BIEk I —0.0082 () FhE
Elua glov, e 001322 K(+)9 #o 2 Yehdg AAlst ok

(B 7y FRHULS 4B 24

T = DA EVENTYR1 | EVENTYR2 | EVENTYR3 | Inasst lev roa cfo
DA 1.000 0.096" | —0.003 —0.100" 0.105° | 0.242""| 0.1997| —0.442""
EVENTYRI | 0.101° 1.000 —0.551"" | —0.497" 0.1317|—0.013 0.077 | —0.028
EVENTYR2 |—0.034 —0.551"" 1.000 —0.449"" 0.001 0.038 0.022 | —0.000
EVENTYR3 | —0.073 —0.497"" | —0.449™ 1.000  |—0.140" |—0.025 |—0.106" 0.030
Inasst 0.059 0.156™" | —0.011 —0.155"" | 1.000 |—0.040 |—0.016 | —0.030
lev 0.156™" | —0.037 0.017 0.021 —0.030 1.000 0.500""| 03117
roa —0.048 0.107" 0.070 —0.188"" | —0.065 0.066 1.000 0.605"™"
cfo —0.712" | —0.025 0.079 —0.054 —0.022 0.035 0.426™|  1.000
DA DA A A ) 7] 2FALE
EVENTYRI : #3037 A Ad=d 4% 1, olyd 09l grjds
EVENTYR2 : 347 2d A A=Y A5 1, olYd 09l frjdis
EVENTYR3 : %347 3d A A=d A$ 1, olyd 09 gnjds
Inasst D EAAS] AR gk
lev CEAFS ) 7 Z2FAM
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[281] [2&?] (23]
e PN 4T P3|4T HldTT Y P3\MT vl 4B
vs ZIAME 7| vs b7 vs ZAME 7|+ ety
B % e (ta) s (tar) A% (t @)
A A —0.183 ( —3.24) 0016 ( 1.10) 0016 ( 1.10)
EVENTGRPn 0.021 ( L71) 0.067 ( 274 0067 ( 275"
Inasst 0019 ( 3.83) —0.003 ( —2.32)" —0.003 ( —2.33)"
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[Panel A: 23| A& 19 M AIRFAE] (n=113)
da 0.049 —1.000 —0.047 0.045 0.153 1.000 0.250
Inasst 10.207 6.820 9.644 10.078 10.817 14.159 1.091
lev 0.938 0.116 0.553 0.769 1.006 13.683 1.319
roa 0.175 —1.514 0.036 0.069 0.159 4.350 0.535
cfo 0.089 —0.824 —0.026 0.046 0.152 2472 0.340
[Panel B : 23| AH 214 M AlIAE] (n=99)
da 0.012 —1.000 —0.105 0.018 0.109 0.992 0.316
Inasst 10.013 6.608 9.374 9.919 10.750 14.180 1.121
lev 1.012 0.028 0.566 0.741 1.090 7.742 0.990
roa 0.144 —2.060 0.025 0.080 0.185 2.599 0.413
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roa 0.054 —2.138 —0.020 0.044 0.122 1.748 0.379
cfo 0.121 —0.773 —0.067 0.033 0.156 2.778 0.419
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ZsB) —0.561 (—2.07)" | 0.181 ( 1.64) | —0343 (—1.26) | —0.151 ( —148)

EVENTYRI | —0.017 (—0.36) 0.039 ( 1.94)° | —0.026 (—0.32) 0.066 ( 2.52)"
Inasst 0.051 ( 230)" | —0.023 ( —2.35)" 0.032 ( 1.40) 0.007 ( 0.79)
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roa 0472 ( 3787 | 0.545 ( 1744 | 0376 ( 3.07)"™"| 0423 ( 1584
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lossd —0.035 (—0.24) 0.165 ( 4.33)"| 0.059 ( 0.05) 0.067 ( 236)"

FEA7 72 118 58 104
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B 12> J|edAE : fadE7I199l oj9zdol mE U Hr9 J|esHE

B ok =| 25k 25%T B 75%% =|CH gk EEHERL
conti 0.906 0.000 1.000 1.000 1.000 1.000 0.296
opratio —0.061 —1.838 —0.023 0.032 0.076 0.438 0.397
neratio —0.294 —3.378 —0.196 0.005 0.052 0.679 0.803
ar 0.468 —1.458 —0.548 —0.074 0.312 16.232 2911

Aopr —0.103 —2.219 —0.153 —0.044 —0.003 1.088 0.464
Aner —0.233 —2.188 —0.369 —0.098 —0.015 3.968 1.029

[Panel B] 3| aHz ZHA T A 2HA] LHoHO| 2K +)el H(SAA FHT n=54)
B ok =| 25k 25%T B 75%% =|CH gk EEHERL
conti 0.667 0.000 0.000 1.000 1.000 1.000 0.476
opratio —0.127 —2.614 —0.144 0.005 0.067 0.493 0.434
neratio —0.775 —11.865 —0.749 —0.096 0.013 0.402 1.932

ar —0.152 —1.367 —0.446 —0.167 0.000 2.057 0.602

Aopr 0.081 —2.743 —0.161 —0.027 0.072 6.267 0.994
Aner —0.093 —7.204 —0.605 —0.102 0.020 18.371 2.867

conti T3 F AA011E 108 E)7HA] Al ol™ 1, o™ 09l Tirs
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An Empirical Study on Financial Features
and Earnings Management of Backdoor

Listing Companies

Sea—Yeon Kim® - Kyung—Ho Park™ - Yongkyu Lee™*"

{Abstract>

A backdoor listing(“BDL” hereinafter) means the way that an unlisted company(‘“UL” hereinafter)
enters capital markets such as KSE or KOSDAQ without any IPO process. Although there are both
positive and negative effects of BDL theoretically as well as practically, the Korean Financial
Supervisory Service(“KFSS” hereinafter) has tightened regulations on BDL. Recently, KFSS is
enacting UL who tries BDL to receive an audit by the accountant designated by KFSS, because
they suspect that UL who tries BDL does not have accounting transparency.

This study examine whether the recent regulation of KFSS is justified on an empirical evidences
by analysing BDL companies' various financial features and earnings management. Firstly, this
study examined financial features of participants of BDL(pearl companies and shell companies).
Secondly, we compared earnings management of BDL companies with that of direct listing(“IPO”
hereinafter) companies or the other UL. we also analyzed earnings management of prior periods to
BDL. Finally, this study tested the relation between earnings management before the BDL and
accounting or market performance after the BDL.

This study found that pearl companies and shell companies had worse financial status and
operation results at prior fiscal year to BDL than compared group(directly listed companies and
the other KOSDAQ companies, respectively). Also, we found assets, sales, incomes and important
financial ratios of BDL companies have decreased after the BDL. In addition, this study found
that BDL companies did more earnings management than IPO companies or the other UL, and
BDL companies with more aggressive earnings management have achieved lower financial
performance after the BDL.

In sum, this study provides empirical evidence on validity of the KFSS's new regulation, and
also provides useful information to investors which consider investment on BDL companies.

<{Key words> Backdoor Listing, IPO Process, Accounting Transparency, Earnings Management, Unlisted
Company
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