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Max
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1.267
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1.305
-0.018x
0.009
-0.003
-0.007
0.015%

-0.006

ROA
SR (E Y o 2R Y

Median
0.0225
10.237

0.649
0.027
-0.019

-0.002

~0.0845

0.021*

0.010

=]

-0.009

TAC
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15l g

04713
3.648
0.216

-0.271
-1.810
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0.009
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x5 7

Min
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LEV
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0474
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258+456=714)

Std. Dev.
0.311

SIZE
—0.62%¢

0.004

Mean
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-0.017
N=3E 2RI Ch B A S e

0.031

(
0.041 e

DA

21
21
21
21
251
2501
HAA

s
i

O]__l

A
Kothari et al.(2005) =&l ¢]3+ A2k wagel; WDS

wDSs

7&
9 B: Pearsom

EENNE
Variable
DA
SIZE
LEV
BIG4
TACt-1
ROA
WDS
DA
SIZE
LEV
BIG4
TAC
a) WA DA

g
e}
=

B W NEw PREERTFIRNBTRT B
1l JaSs ._ﬂﬁ .UT =0 1L T HL - o#a DU ‘UI (S ~NH
3K W od oo MR WL N
=Kl = Sk TXT g BE T
;Aot B R Do T ,_.&.Lﬂﬂr.;o
=4 _w o o o - =0
N dwoxmnoiﬂ%%ﬂoﬂrﬂﬂue%‘_cii
ioﬂ.o A R =~ OM A =~ u.i ‘W o oo 7 o Oﬁ
Cai o = & 711~|;I.__W71m|,aﬂ i:/io
~ W NN g R X ~ o X wm W T oo X
o e o T T T X of
T — dﬂ 1 L]A}\Aluﬂ‘lﬂwo‘lr_/ ‘UTﬂ
o Voa o L RO 0 0% X0 ° o
o INBEEs _ME _c-° Tg iy
N~ ol ~ =) o O o —_—
mw;@w &uo]@.u&Lﬂmﬂﬂwﬂmoﬂn%%mﬂo%ﬂﬁ%
idp+ R R N R e Loy XY
22 GBI a LB P VH
*s ma_/uwﬂ%dl.ﬁﬁoﬁoﬂomﬂ?eTﬂWﬂw_aﬂ
o= R W B A S I - i )
v.lwmﬁ_v A ™ o0 oS R % o mmo N - bo o o X N
o EB e m " ROFTIT &gt )
x S o R (o R s
;ﬂo firld go X E|_ ﬂﬂ e ~\r/ X OﬁE ‘:L ~ W 53 5 hAl
= m o o of B T 2 X o T LK o Mpv o
E;L B oE T o HBTW o kR W NS N H
ms
B
=5
o A
o= — j—
g N WS Moo & R ook T R E o o
g° HUR oA LE N %W o
ki mE RN Sw R W 5o T
s < oy R ! TN A
S - &g VP e 5 R x I
=X U x < = o w o0 o
B o S m R B 5
® W g AT 2K B O T pr3
< o 0w = R X
xe T TP L EET K og P
/e 5 ™ T = N DU 5 K =1 Yo
ik Foo PN S g arm ™oy ®
¥ ﬂvlLOHﬂ /\1rn/u i L.DJu_!]
— = o B0, R N g F N RR o
B o B N R N G ;T =
ks Al SgsrgTe  gTH7eg
Fre - _ ° T _ 2w _
NI <r %Mqﬁﬂl ° = atmﬂﬂml%
5 2 W YrTod TR r _®F
il X " X d|1_v]> °ON W
ey =0 TR D o= 5 0B CE T B R o o
oE,I nl < luq o] — &F Ew&u‘lzo\t
7 5 | N oy o X op mr W OB | I
= = mu il oR = M o =~ = ‘UF
2 B YPeEETERIEIETED
ﬂﬂﬂm.%/l HLL ﬂ%h_u” ‘_I#O_mD © n_mﬁ ,WO” N ‘Mﬂ VN _ZT ~NE ﬂ H MNE
[\ oF B Mo TR Mo o)) ™ T o AW T M op W

|

A

AFA 2ol st

o= Jhg AR BAlel B o

t}



il

oi2= 342 oA 7k gtk ol

L
fu

3

& M=

7]

kel
T

|

A, AAAA o

A

3k,

7k

o|J
)

)
5

]

wkx

O

1
.

SARR Aol W3}

s

e

s AR Amasiel] v

of uh

ofpy

s Sl ®

x

1l

1=}
% A

il

1] 98 o

SAs

kel
=

13kl 1

5 7

A, elAA o]

gt} =

gol &4

3]
L

8] HESofoF Fih.

1

Ul
B

71l o

2]

= DA

WDS{-1) WDS(0) 1

WDSI-2)

-3

0.15

0.1
0.05 4

-0.05
01

a) DA= Kothari et al.(2000) 2ol <3+ A2k wagal;

b) WDS(0, -1, -2)=7+g] %

D | %
0 | 109
N 2] ©
T
*
5| %
— S| =
7o
*
ST
O — | —
3| R
[aN]
~
N %
o=l 9| &
L el EE S
N OM
z
N
*
S ENE-
S|~
—
o =8
| AUO
Q
1 =
< |z
oAl S
—_— 12}
< L

7} 10%, 5%, 1% <ol A f13h

Fas
7)
b) DA= Kothari et al.(2005) E3el &gk 2z} Ayl

Al

ke A H

9|

pud

3+

F] A1 4719 ool o

®

uj

Aol AN A

L
L

4>l A

<%



81

AejAIEe] dasdel gk A+

J 3] A1 A

%%

WDS 9]

I
i

g

A= Wb, A 713 o)
Holup SAH R ou7t ¢

o o] W A s1dde] g7

F

o]
o

AIA

)

ofpy

ol

A}
bS]
S|

zsc]:

+1,+2)
t-statistic
148
-1.16
-0.23
3.4tk
-1.29
-1.99+
0.056
101:202)

Al Hol

(t

-
It

°

5

3>o] AAE 7HE]A
()9 AFA DAy do] 7+

3t

EEED

Coef.

0.017
-0.013
-0.015
0.253
-0.069
-0.137
0.056

I Uehd Asbrb ok A7)

9|

FEoR GRS Hol

1A B} o=

|

RS

9
o

i

]
il

o] <

A

0.2341
9.605 3

p==h
S

FE

303(

A

L

7]3be]

o

o
1}

7

&
HolEt)h webd A3 AREARES] dEAol

7}
A

7

o|F 7

1.04

2.15%:
-0.07

3.06%:k:k
-1.08
—1.86x

0.51

A1=150:300)

0.2768
10.225k3

=

ol
t-statistic

e A Aol A (t=-2,-10)

0.014
0.063
0.157
-0.061
-0117
0.077

-0.002

4> 22|15 o|H
Coef.

a8 Azl wet A
<E

1o
)
I

Yo +n WDS, | + SIZE, |+ LEV,  +~,BIGY , +~v, TAC, | +7ROA, , Jr”/7§] IND+e,,

L

L

717 R 4" WDSe 3AAF(y,)

DA, ,

1

el gAguel Aol el ool

2_1
the o]

5

<
€

I

1

et
Intercept

Period
Variable
WDS
SIZE
LEV
BIG4
TAC
ROA

A3 2 AFolA= FEAA ol 71kt o %
Y ou#s=el WDS7EF 224 7)7kel= %

o
2
2]

No. Obs
Adj-Rr*

); BIG4=t1&
ol el/A}ikg

5o /A5 o)
)87l

2%
FAto]

e}

=

R

-Qbeld 1, 284 @od 0 ROA

FEAA S50 B NS (F g Aoz

ol

Eis

10%, 5%, 1% F=clA

b) ¥4 2] DA= Kothari et al.(2005) 3ol o&k A7 @AY WDS

1

AYAH S 2 7Yl 1, 284 e 0); SIZE=717 2 [In(F A1) LEV

AR HupaeRARRlo] Bigd(

o)

F-value




P
74

[e]

=

ol

3

2
3

]
S|

A

L

ERPES

e
R

=

tol
2o ol W tjgurz &8

0|

=
o

El

=
=

9

oA was A
S Aol 9

=
=
L
T

A
1}

AR 7190
A

i 7 2

9|

O;

L

L

- A133H A5
o]

:I

=

=

3| A R
ng_

} R

A==
s

of

CRONI:S Hw X" @ G e of Mo e R’ 5 y mﬁ o ma = H ﬁm mm W MM R
o o T T ook B R B oA oE — T M W T o RO
TRHT TPl T g@gdT Lm O W T WMWK L
G o T I e X Y ~ - i
X ] = ST e W N R il SN o X
TEr T ER o mrom N e g =% =T oA
MWL.QOOMEZ N ) _XE k) #olwA‘mﬂ \—Fiﬂolrj_ﬁlc.._
TR R T T MR PR oo N oop Mo W el =
dp o WAoo x o AR RN e TP oo E
WoR O X N & 27owua]Aﬂo — m ¥
qog\ﬁoJ_’HEMﬂﬂy‘@Laﬂﬁogaﬂﬂi TNM&O,%H il ‘,.u_wo‘l_ﬂl,Olwmo,MM‘NE,Ul
\va,er\_Al‘._-O.M/XHﬂU,OIJ-O O_‘Mﬂ.‘*ol‘glx,l‘al ‘_.*mu;o ,_.&;L ﬂzf
P Timrr ocfLiNIexdETR G OZ 0w Y
! 0y e B~ s K sy o X = " Wl oW
oF o 0| X 5 B o= %W o =5 = =
Sp P Tl P INERE YNNI RaT YT,
O WS T GO S S B O R . (L
mwﬁ_?ﬁaﬁ%%&ﬂoﬂm)ﬂ_,% TN o N T oo o D Pl o
- o 50 ) &) 3T AT,.WH\,OI,W_/!NHHZE No o o T Tan.IET oﬁ\lﬂ__uulut o
w st T/ = T ™ = gl ot 7 ~ e
TN E B L oo %o@ﬁu7%?%i@i%oQOMAQPAO;
J.X\_\L;OL — A ! K !
IE TR RS AR S-SR SRS N R NN SN
o =0 o o0 = o X nooE = RO W O =
ﬁhﬂuumvun% _ua% 71uﬂLu myuwg%v oy > OB = E.@x
of & N = - T " o N — Sy o X - —~
zT7u1%%Ti_ﬂﬁm.mwﬂrmovﬁ@ﬂnj_ﬂﬂax%&iﬁﬂ_ﬂ%7ﬂﬂe_ﬁmﬁ
BN o T X THE TR T WD " 5
TEN® XXX DTT TN o B ok ok X ~ N~ e "B
%HWWE%WM&%%ﬂU@Mﬂ% Hf%%MHTE_EEﬁMWW
P s XN BN TR =T e pr TR RN rdw
o FW Moo e W o R W oo ﬂﬂg@%W%%@ 7
o E B B 8% o o Y ol T = oF <V oo O H
2R o ETe TR REEETEE TRegil BEa
Tgowm DD T HETE L, XU TR L N s
B ; ) T < n T om <21
2r e LB A EEBRTT Lo T w BTN g W
B hgm Mg . 8T LERTT X gl e
o T E  RP T AR T ERT AR g B
P Moo <o KB R R R W oy o — Mool Iy 2 ey WO
NR ol Z..# " ‘_lr‘ul RS o N ,M,A X 1..MU OC i° 7° 17! 5.0 o OE C,_ . ™ M_l
UG R S e N S B I . - Tl
TRgERaA P B _awPFL o D Ha N F %%
o w N e e N "RV R R OX g o N K
o o) ﬂﬂ HL o ;01_ 0 1__/| — 0 :.; fi ™ El AE ET i~ EE
mo K X o el —_— O‘.__,A‘LI\IOMEL 11‘|ﬁH;.E —_—
B I} dooT T W T ® W T R o N o)y To R g BOx
%L_a.%ﬂamHﬁ”ﬁwwguﬂm%ﬂu%nmgaa.wﬂwﬂﬂ%mw@ﬂﬁ TR
T R _ N W N X 0 o B o T, DA
&lq$oﬂroﬂ7 7‘Lﬁlw]MW._0tzEﬂ1wrMW@ ﬂmﬂ%zﬁﬂrﬁﬁmﬁl
T T = 3T 7T e (a0 SO G I oG S N I
TE S T W O RBEIRPENEDW TH KR )=
FRETHeORT 4T ReREBT D WETDRIT T TR

gt @3 s A



AejAEe] dadel tig A5+ 83

2
o A, 2 Aol A RS de aee
A DA W AFEATH By F
A& T8 S o] Wil B =ed
Aol we FHLF] ZARRH AFEE F
= Stk = A AR Ao SAket 11
o BAke] AL el dEFE vA
= Amdel wet gejAze] dads ASsE
71 el A el SR st
Fol Wk opuz} oRgAlQle] Fpwistel 2
S AE EHos Add 8t Sl
2 Ayl we s gEAE) R
AL WA= Gl teid = FEEl kY
SA ehal Qlok wepA @ Aol 2t
AH s 2 719 sg gabelel gHAA
o ojwd T MIE Yeh=A Soll
A 2AHE F7H o aeste] Al
ARAE SAHA Wl tAlE Aol
& Ao ek
28
=8}, Wi (2004). B|AE A A R
ilﬁl*a!uﬂ A5 Hf‘f& rgek 4987, 3
A7, #Aed B eed s e, g

AAE 13(2): 155-176.
2. 9. (1999). ZASIAL 543 AR 5
de ol &3 AEAH o= BASAT 24(1):

) vzl (1998). 7eElAAe] dAgy A
Haw 3AEAT 23(2): 107-131.

4. 0143 2000 Ak HAEL BARSE I
AT s AR AR

5. 48F, AFA. A4S AR B
Fof. A AT 46 31-A4.
6. _%]?_, il %_/H (1998 71—,:/];qx4 ]o%o o]oi

H
ol A3 ASA A FASAT 28(2):
133-163
7. Bal, R, and L. Shivakuma, (2003).

Eamings Quality at Initial Public Offerings.
Journal of Accounting and Economics
45(2-3): 324-349.

8. Becker. C., M. Defond, J. Jiambalvo, and K.
Subramanyam., (1998). The Effect of Audit
Quality on
Contemporary Accounting Research 15: 1-24.

9. Dechow. P., R. Sloan, and A. Sweeney.,
(199%). Detecting Earnings Management. The
Accounting Review 70: 193-225.

10. Kothari. S., A. Leone, and C. Wasley.,
(2005). Performance Matched Discretionary
Accrual Measures. Journal of Accounting
and Economics 39(1): 163-197.

Earnings Management.



84 7Y} AEAT ABA A5Z

Abstract

A Study on the Effectiveness of the Audit Review System’

Kwak, Young-Min" * Jung, Jae-Jin™

We examine evidence on the relationship between firms that targeted by the Financial
Supervisory Service for allegedly manipulating annual earnings and accounting quality measured by
the discretionary accruals, an issue with important public policy implications. The main purpose of
this paper is to empirically investigate the extent to which Korean WDS(Window Dressing
Settlement) firms identified by the financial supervisory service in their audit review exhibit higher
level of accounting quality in order to avoid any potential negative effects and to regain public
confidence after audit review.

In this study, we analyzed 51 WDS firms and 102 control firms which traded in the Korean
Stock Exchange market during the period from 2000 to the 2010. The number of observations
subject to various tests are 251 and 502 firm-years for WDS and control samples respectively
across the 5 year sample period. The results of the study show that the accounting quality after
auditor review be significantly improved. This result suggests that the FSS’s audit review system
would control the accounting quality and then improve the transparency of the accounting
information. Thus it may be suggested that the current audit review system is efficient ways to

lead listed firms to provide transparent financial statements.

Key Words: audit review system, window dressing, accounting quality, discretionary accrual.
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