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< 2> =AY

W BT gt Fedx | HAag Q1 9T Q3 gk
AE1 442 0.053 0.072 0.000 0.007 0.020 0.068 0.463
AE3 48 0.053 0.072 0.000 0.007 0.020 0.066 0.463
AE6 453 0.053 0.071 0.000 0.009 0.022 0.070 0472
AB1 442 0.049 0.074 -0.102 0.002 0.019 0.067 0.463
AB3 48 0.048 0.073 -0.102 0.003 0.019 0.065 0.463
AB6 453 0.049 0.073 -0.102 0.006 0.021 0.070 0.463
DUR 453 0.362 0.481 0.000 0.000 0.000 1.000 1.000
UR 453 0.044 0.072 0.000 0.000 0.000 0.088 0.253
SIZE 453 26.251 1.440 24.003 25.257 20.822 26.769 30431
MB 453 1.675 1.212 0.200 0.786 1.258 2190 7678
ROA 453 0.059 0.083 -0.349 0.015 0.055 0.100 0.462
AQ 453 0.056 0.037 0.003 0.031 0.048 0.067 0.251
LEV 453 0433 0.197 0.037 0.269 0435 0.580 0.949
VOL 453 -3610 0.299 -4.645 -3.79% -3618 -3410 -2.792
BIG 453 0.605 0.489 0.000 0.000 1.000 1.000 1.000

1) W44 9] AEIAES, ARS)=1(3, 6)/1Y A|FLEA7} o] el 921, ABL(AB3, ABO)=1(3, 6)7/1Y AF-247} o]ola)Z 9,
DUR=V % 734} Al 7kelo] glowm 1, 12% ¢kom 09 tjn]¥s: UR=97]2 213k din] o] g7} 2,
AR, MB=AZ71=] ]
o] A [EV=31]&, VOL=5214¢

SIZE =7]

FR A 1)E, ROA=%AH=0] 9} &, AQ=Dechow and Dechev(2002)¢] Rd o2 =43 w4l
#9) WEA, BIG-AAHEA

<E 3> AR (N = 453)
A6 AB6 DUR UR SIZE MB ROA AQ LEV VOL
0974
ABG 0000
-0.008 -0.003
DR | 0865 | (0.956)
UR 0.026 0.047 0.811
(0.585) (0.319) (0.000)
SIZE -0.191 -0.165 0.427 0.424
(0.000) (0.000) (0.000) (0.000)
ME -0.073 -0.089 -0.051 -0.022 -0.074
0.123) (0.058) (0.282) (0.644) 0.115)
ROA -0.152 -0.177 -0.108 -0.141 -0.240 0.366
(0.001) (0.000) (0.022) (0.003) (0.000) (0.000)
AQ 0.118 0.109 -0.013 -0.026 -0.206 0.237 0.007
(0.012) (0.021) (0.786) (0.580) (0.000) (0.000) (0.883)
LEV 0.010 0.031 0.243 0.326 0531 -0.022 -0.455 0.001
(0.833) (0.515) (0.000) (0.000) (0.000) (0.637) (0.000) (0.988)
VOL -0.029 -0.04 -0.156 -0.156 -0.179 0.248 0.189 0.195 -0.001
0.541) (0.253) (0.001) (0.001) (0.000) (0.000) (0.000) (0.000) (0.985)
BIG -0.143 -0.139 0.195 0.181 0.327 -0.003 -0.051 -0.089 0.095 -0.063
(0.002) (0.003) (0.000) (0.000) (0.000) 0.941) (0.281) (0.068) (0.043) (0.183)
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YD Included Included Included
ID Included Included Included
F-value 6.31™ 6.24™ 6.33™
Adj. R’ 0171 0168 0168
N 442 448 453
F1) Wl digh Ao <3 2>9 F4 3z
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Abstract

Unbilled Revenue and Analysts’ Earnings Forecasts
Lee, Bo-Mi - Park, Bo-Young ™

This study investigates the effect of revenue recognition by percentage of completion method on
financial analysts’ earnings forecasting information in order industry. Specifically, we examines how
the analysts’ earnings forecast errors and biases differ according to whether or not to report the
unbilled revenue account balance and the level of unbilled revenue account balance. The sample
consists of 453 firm-years listed in Korea Stock Exchange during the period from 2010 to 2014
since the information on unbilled revenue accounts can be obtained after the adoption of K-TIFRS.

The results are as follows. First, we find that the firms with unbilled revenue account balances
have lower analysts’ earnings forecast accuracy than the firms who do not report unbilled revue
account balances. In addition, we find that the accuracy of analysts’ earnings forecasts decreases
as the amount of unbilled revenue increases. Unbilled revenue account balances occur when the
revenue recognition of the contractor is faster than the client. There is a possibility that
managerial discretionary judgment and estimation may intervene when the contractor calculates the
progress rate. The difference between the actual progress of the construction and the progress
recognized by the company lowers the predictive value of financial statements. Our results suggest
that the analysts’ earnings forecasts may be more difficult for the firms that report unbilled
revenue balances as applying the revenue recognition method based on the progress criteria.

Second, we find that the firms reporting unbilled revenue account balances tend to have higher
the optimistic biases in analysts’ earnings forecast than the firms who do not report unbilled
revenue account balances. And we find that the analysts’ earnings forecast biases are increases as
the amount of unbilled revenue increases.

This study suggests an effort to reduce the arbitrary adjustment and estimation in the
measurement of the progress as well as the introduction of the progress measurement method
which can reflect the actual progress. Investors are encouraged to invest and analyze the
characteristics of the order-based industry accounting standards. In addition, the results of this
study empower the accounting transparency enhancement plan for order industry proposed by the
policy authorities.

Key Words: percentage of completion method, unbilled revenue, analysts’ earnings forecast
accuracy, information asymmetry
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