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Abstract

Purpose - This study investigates the effect of auditor change on client firm’s accounting (financial
statement) comparability.

Design/methodology/approach - The comparability of accounting information is measured by the
difference in accruals between the two firms. Additionally, the study uses earnings-stock return
relationship as another proxy of accounting comparability. In particular, the paper examines whether
there is a systematic difference between initial audit years and the other years with respect to the
client firm’s accounting comparability. Moreover, current study tests how changes in auditor size or
industry expertise before and after the switch of auditors affect the accounting comparability.
Findings - The results show that the level of accounting comparability is lower in the year of
auditor change than in the other years. Furthermore, this lower level of comparability is derived by
the observations that switch their auditors from non-Big4 to non-Big4 or from non-specialist to
non-specialist. These results are consistent when accounting comparability is measured by different
proxies.

Research implications or Originality - The findings of this study provide important policy implications
for the regulations related with auditor selection.

Keywords: Auditor Change, Bigd Auditor, Financial Statement Comparability, Industry Specialist Auditor
JEL Classifications: M41, M42, M48
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BAA d4e A FEstE A9 o8 7FA7E s & e dAddME 1 F SR
H 7S AR, B3 AAE AMdE fAlRE o]l g v)E3ta AJoldk Al disiM e o2
0] B3l AL vlarlsAel L IAAR (AT EIE Hf?_ WEAA, 2019). A=
oS AASez A olo] Jdt Ro] Hgxte] FHE dekel o 12HA "ok
(Basu, 1997). 3AIA ol EA8H= 0|9t 22 AFe AFRY BlurlsAdol FFE nXv(H5S,
2018), 53] AFAZE 199 22181 7 @49 AoEE Ag s gAkele] E4Jo] 1749 34
AR varbsAgdd J3FS Fohn A Francis et al,, 2014).D 2 J3E o] 3gste] 7hAkel
@A Az AFAR vrbsAdo] vlmA Az} AAHoR E—Xlﬁr AL A BN AL TR
U ARl HEyl waE Hg- old whe}l vlurlsAdol JFS WA AR

ARl mA| 2} Tﬁr%% AYATE o BEQo, ol rﬂ A2 AEA 24
A, AYATE 2FE FARICZ ] WAL SAFR ] FH

LA DA SR Basel BE Foel WAL AN e mes ohn S £
o 2AZTHDeAngelo, 1981). o8 Fof, HYATE BigN HARICZRE A 28 e 2

719e 2EA ek ARG HlE Al B Ho] FH R v TAMAIZIS AR SR Erhal
HagkcH(Becker et al,, 1998; U523 23, 2003). AR wA] &8 A7+ o]g 1FH AL
2o WATE mAAES TAMEHE ‘?zxafﬂ #do] dS5E HFHE  Urk(DeFond and
Subramanyam, 1998). ZARRle] & th& 402 AP AT+ G HEdo] =2 ARIANA HALE
wo uA7|go] A 2 FHARI G vl AFA B Y o] {oJhA vaL o

A8t 2dvk(e.g. Balsam et al., 2003), EsF WAl efovt B = o2jgh ARl "J%ﬂﬂv: e
Zharol mAe} ddR|o] 2A}sIL ,yll:‘r dJZ E9o], Romanus et al, (2008)2 B]HE7}o]

2o AR wAE A7 AFAR A 7t HE o AFEILY FHo %%5]% EJ’V}
ATk Fgstkar Q.

£ dFe olEs ATEFdE vhEA AR wAlet 7Y AFAR varbsde] dAE Eaeit
Hl27ks A2 7193t G4 nlarks A 719 dellx e AAIGA varts/ds E&sk= 7idoltt,
w2 ZARRle]l A E= Axrt thE A HlE) AFAR Hlarlsdol tHE 7Fsde AAIEH HaL
7hsd B FAdHA varbsAded wet TR £ glon FAHR ey 2o

AR, AMALEH SHAA AR Hurtsde ALAT WS AHe| Jed(HSS, 2017),
AR WA R Qe AAIDH] A&l TAsHA AL BlarbsA IA] wold vk & AR
2 Aujrhe] xgfdo] o o] FANGF oW 73F A&HH o2 vk Erh(Francis et dl., 2014;
Li et al,, 2017), ZRARRIo] aA|Evkd HAZARIF AA7HARRI 9] Rfodl] 2 te] mAIAEZ ] SAH R
Hla7bede HaA Az} o7t Qe Ae= wohdn)

A4, Al varksd #Ee AR, ZARle] MAE A ol AdRARIe] - ZErde]
aA7Ide] AFARA HAs] jEFEA K3 5F QA &e BT AFAZ] vlarksg ol
BH o2 s g vk, F, ARl AT Yol Aget=tl AR o] ptEn), wgk DAle g
SHA T *453"*?*“ AEZA7IZEe] Z271le A 7|Fe] AFH o)A Aol s wdsta

1

O

4

AtH(DeFond and Subramanyam, 1998). 9edo g zAH 3A 0] Bl7|gate varbside
@ﬂmﬂ‘ji ARle] AEE dee i A=) vus] AFARY vlwrbsdel fofs 2folrt
S AR o,

2 ?i:r"*t“ S AR WAA] ZFARR] R WA ol A AEde WAl wAld=e] AT
AFARE varbsdol F3-e nXEA AmEct, 94, [AEdt o dT Zo] FhARle]l WAH A 34

ARATE] wmrhsAo] b, AiH o o1d - B4 Agle] FXFHFEF) Bigh(non-Bigd) #A]
ozo] WAl olgfdt AR ZUCEY) Aot Theom, 7AR] FEE olueh M ARAE 147
o) HARRFAC] JFL Ve F o, AT 5 Aol AR BAT AL

to
o
to
Lo
o

1) Francis et al, (2014)& SIA71E} gApIEe] 4ol EAsHE AFe] olg Waelel) zolz Ql4ste] SUL thYdbiiglos
wE) e e 2714 2 elarbsde] rkm Fsha gk
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o] EAetH olE HEFARRIL vAZFARIol v =2 F2 9 A H|AE AlEdhrtal
(Balsam et al,, 2003; Krishnan, 2003; Francis et al., 2005). A+ AE7AQ1IL 28] U thakst
9 AR 2 AF BES Bote] SHE ARAH S ERH O E ARt v HEAARI
vla 342 TANE FAE sl At wheF, 2 o ARl L7 Gl thgt o]
aA7|do] &5k Akl tigk o3 ATt wol BalEe AFARS] vlarlsdo] Yohd, o)sk B3
AFAEAARIC 2 o] WA FEH R AT 4 Q) ol o]¢) BE HFSdI= o}k Bard
v7h @A grom weta] AL dad Aot

g, B A7e Hartks s teahr] el wAldze] dAY Hurlksd-s o] &3tk FAHLR,
719 2 AN o] Aoz AN v|arlEAdS df-8-3tod(Francis et al., 2014) 7HARQ] WA A= H]wLA]|
Ame] HlarbsAdS v, wAAE AR R Aol Aho)7t WA s wA7F 18]
22 ulA ol vlEl WA vwTFsAdo] AdolghA] AR, AT Egk ko) o]ele] HAE o]&st
o] 7Aoo HlarsAS 2438t 9o (De Franco et al,, 2011), B AFdAE vlarbsAel
&X2 A zfo]lE F FAHRR o] et I ofE thad 2l 94, A&t v} o] AFEF
of FEdol AAM= 7] o) & IAHER HAFsl=] 719 1k 2bol7t AA| gk, whA, A
ARE IAARZ QX eh= Hldle 7Idnitt SAA 2] Afol2 Rl oL 2pol7t A yERE 5 Ut
ARl SN e AP A= FARInte a7 BAAS QIXsle FEo] thEnka
(Francis et al., 2014), webA] 71 b HAA 2oz S5 v|urtsAd &xE &8sivt, A
S o]} Ze FHAE ARSI & ThE olf=, F71-olele] HAR HawrbsdS 4
AARR A FA7] wiZe|ti(De Franco et al., 2011), &, o] WH& A 47]d= &7
F7IAEE o837 wtell A7IFARICZHE] AP AFAE AAEE ARSI AR
2948 RIS ZHE AP AFA RS vHlarbsA FEs FAST ol JMAHeR
A Azl HlartsAde HojmAr), wEba] B 5= Francis et al. (2014)<] A w7}
T2 o] g3l HH o2 De Franco et al, (2011)¢] W& 0|85 AAE A Al W2Ao2 7]sedn),

2011 2E 2018 @71R1 €] 13,2087 4371Y9-A%g o] 43t £ 4= v 2ok AA, Ak
HAAES] Hla7Fs/dL AR vuA A vlal] folatA Wttt &4, olgst v nawrsAde]
o= FEAA fFEHERA AR 95 AR R HAS S 23, non-Big4olA] non-Big4
AARICE WA ERE A9 FH o= varbs/do] fofshAl astsint. whd, Bigdollx Bigd 7RIS
2o A A= B3l glo] ZHARL vluA| AEe}t AAHQ] ZFolr} vpeRA] gfgket, mizrkA =
AR ARE o] &S UM T vHET A HIHETERE MAsE Al HlarsAdo] 2HAskal
o, AAHET} Atole] wAAE folg Aot WAHA| gttt o] ARE FHstd 1EFA
AR Atole] A BT AFA AR Atole] wA7F AR A A e AFAR vartsdE
FEshs Ao Helnh, mEgl olefgl A= ofe] thE v|artksA thexE AMSgE AFer] daAEUnt

£ e v 22 s - ARH 33 gt A, sl AT AR R AR
Ado] ZAALEAT W3 BAZ) ik Boh(DeAngelo, 1981; Becker et al., 1998; Lennox, 1999;
U3 3, 2003; Balsam et al., 2003; Krishnan, 2003; Francis et al., 2005). ©]¢} ##xo]
oho] ATE AFH BN FFE o83 AR FHd dig 2AE S ot B dFE
olg &Agate] AFAZ Hurlsrdo] ARl SJaf aks WA ZARKL v, 241, AR A A=
o] ¥larlsAde] Asthe B AT 2AMETE AR AlZE AAF WiHs)AlE 2] A2 Wl
AR AFRITE, olE B, 20209RE =YE F713 IR AAEE 69 9% FUS TARleZ
FY e T2 37|92 R Heg IARIE HABIEE AL ., AAZ 2020d %0l 714
ARG 7192 2207017 A8 =P o, A7 44 100t 714 5 20704 o 7)ol E 5= o]
ATHEEAEY, 2019). wEbx] F718 FARD AARA ] =Y AEAG 9 Aol 2dlsh 98-S
v 7hsdol Stk & ATte] Ade 7RI Al dxe] v vlnrbessde] Hish A1 1A Aol A
oAGA SHEJoF & 27t & shFE TR Tt A, B ATte] Aae AAFARIF At
1 2 G5 IAEERY o] a%lo] 719 7 vlarbsAdel AAHS] AtolE ofr1Ee Bt TAIA
o2, AR wAAE e uATY AR Blurbs/de] Aasitete O A3 aFE AR 3
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A= & yepdths A= A8 7] AREEAtdAl ArE £ vpAgte R, B
A7 oY 7 EAE olgste] Hlarkede SAST. FUk-ole Ry sARH s 4
Ha7bsd h8A7F A= A5E ol gslokt FHo] == v BN S o]gsto] A H Hlavls
42 g71e] HA Aunkg o]dte] Fo] Thesitt, wbA ZHARQ] mA Awe}t o] B]A R
Aol FAEA e e o8 AN FF olHd WY HEo] 7hed Aol

el B ATe vt 22 A ok 2 A A A2 2R vlarksAdo® AL
kol Aol whe}t 1A 7|F e BlarksAol ol EA vehdAle B AT S A 557
olftt. wehA F&EATE ASIAINT A7 vlarksAd 4 BAE AFxAH & Hart ok

B 7o e s o 2o 232 ATt 7hde ARET 32 AT RS AXEt
FES 7ledt. 43X 2524 Ao ANNET v e R SHe Ao e 3dd # )
A& AT

NIV

1. Alsjeie} 7H34A
1. AFAES] HlarbsA B AgaAT

AR Hlarbsde A 1%1}7} = Zbe] FAP I Aol A }31 o] H T A s=
A3 A NEAA ] 2 an 2 52dolct. ofdl| w2 7]l et 7]?34 AR

B gl s 719 vE 7Rk /‘}61' ARt vud e o 65 W%O}D} =, Blarkside
L AR A TR o] 719 2 ARAEE vlastg B Ed 71 el T ol de) 71z
AFARE vlushs 2 25 et (ATRaE 915k /A, 2019). Frelgake] dellA vl
7Fs/del Ao #ek A7 warksAe SAAE Fhek o]ole] #AE 3 AAg De Franco
et al. (2011) o] st/ JFHIL Qe & A7 F7hFAES BAAA A dex= 2a
ol& 71949 olof} FHRA st AT FAMdE sttt A7, HlarbeAdol w2 7ol
A o2 710l Bl AFEAH7E o]l ATt wopAaL ARV} FF57 SIS, olE
SuA oS et ghsbEe WA ol A= AFAR varbsAd £ ST ol FoleAt
Eol ARYSHEE Folu ARANAS Eole AAHYLE 9n|ght}, 3k Kim et al. (2013)2
Hla7bsd et Ag el BAS A7 A ks Aol eSS WA AAelM HRA 2] Hol
stobA] 4189130l Fagirhal F48lrk. Kim et al. (2016)2 7]44o] Wlarbs o] sobdss F77}
HAM Wold 7hsrdol Yrkal Bttt Sohn (2016)& APFAR Hlw7ks 3ol 5717t H“@"“ < &l
oljxA L FolARt L3y HEREFS T oS =olv AW UeS LA AR
- ollM ¥n7FsAde AR IFE Francis et al, (2014)0] ith, 5 A7& U8 Bigd 7ARloz®
B AP HIAE 2 a7 o] AR ETE ol Bigd FARRINA RS e 719 AFAIR
Hle] HlarbsAdo] wrhal FARY ol tRvE 2 AAPERL W] wS3 FE gl ZARREL
o] Amprte] fH3} x)3o] Qo] o] E=FE TApE A7 YES] A BT} vk RIvkaL a4
SFAT.

DeAngelo (1981)% #Atele] 3714 S)AAEo] Y SRHARFS B7Aske 38 et 9l
& s g A%o2 PAE Lol AYAAD B, ols) delsiel Pile] 21399) A
3 o] 7V e B4 A IAYIYG) thal Az PAIe| S
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= A%} AAEA 2o BAAG) el LR ARE BE A7E
AQsrglon] takd A7ANE xamam olgfoli ole} By AAATE Fajatal AN,
21, 24191 Al Qelol o ATE Avnd kst 2o Dye (19915 7411 mAE 2 At
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FARL Atolell EAfsh= BlAA ol ek AJoldt HsE RoFe Ao Euh. AgA SHdM=
AFH oz FF 249 g7olds T8l oF FAAel FFE2] A#E SEdoeH 7|Yge ATAE
Folal 7ol S Bol¥e AL ST Aoln. ik, IRl BEyHRl IAAE Tl AAIES
0|3 FAH 2FAEE Sl =9 7bsAdo] st & AT ol BIAet AR 3

lo,
)
e
mo
N

127} ZFARR] AR o]ojd Fhedo] Erhal FAgit

S0 2, ZAel wAle] g35 AvE dAFE Schwartz and Menon (1985), Dhaliwal et al, (1993)
2 AFHoR o] IFr FAVIHAFE AFAI2F o] IAE A A8F5F o] T2 7Pl vl
FARIE A 7FsAde] srhal AT S, 1AV AFA 24 dlolur] sl EE FARAH]
25 AT FARIS Adste] FAAEZREH ARFE A 22 Aolgkal Bk, &gk v

of AT A wA ol IAAR] FHE ARt 3tk o€ S9°], DeFond and
Subramanyam (1998)& ZHARR] mA| Aol AjgF=] WY o] Folst] S7hele= e EHsk ;. =3t

Romanus et al. (2008)2 7HAIRIS] AFAHRAES 7RI A §-of FAREAH Adste] 2RI
& A7e AR WdETtRe] WAl 179 AFAR AR Ths e Sl HIEE el
A dEriEe] wAlE AR 7Fe 3 EAthal Bkt o]& AMGHETPE A7 tig w2 olElE
o g Hrh sloj#ola JAG e FHE] wlEos Bkt

3. 73 HH

ANFAZL] varFede 719l FA A dolr] A BAA AT fARE FAA Aol B
AP S f o]2 FE FAS 9] IAAER Ass AF ol d FEAA 2 tE 7144
WARE AAA AR fALEE AAE AL A o]F MR FARE 9] AR E ZAdsle A=
vHla7beAde] sohal BEoh, &, IAIFE ] varksAde V1Y AAEE, daHy 5E4S T
et £ = olele ARSI wA|e} AFRAR HlurbsdY BAE ZAIC o] & Alele] AAA
HAE A ATl SAHN theH Zo] o 4 St

A, oluf 7]Fo] AAFeH AFARE FARRIS AL 7] wliFZol] FARRIe] WA ETHH HAZFARRI
107/ 8] zkolell ZA3e] WA AR SAGR HlwrbsAdL A Axe} Hlws) Fold Aoz
Herdnt, dE 59, IAAE vartede A&7 WS Bl Aedl(HSsS, 2017), AR
AR A3 AAIEH A&Ado] FhAsHE dF e HlarbsAd Al Hold 4 v}, AP AT 2
vty JF 2Egldo] thar g FAds FAlogRE Zahbe 1YY BlarksA FEo] B
FAskch(Francis et al., 2014), 3k Li et al, (2017)& E4 7RI 2 HE] 7hA} v 7
AFARE o] FARIo] At TASHE M2 7Y AFAFe} vlurlssitta 4t k.
Z, ZARIE Aulrte] 2Eldo] 9lom o]& AR o 7|3F A&H o whodEn), wEha] ZHARRIo]
A EHA 7G| AALEH AR Hartsde A Flojth

EA4, 7197 Ay vlarlsAde SHs AR, gAY dE o] EAh wehA] AT
= A1zl &S w A7 P A o]z Aol Erhal Erh(DeFond and Subramanyam,
1998; Chen et al,, 2008). o= o g =4H 3]7A0]9L Ep|GHe] Hlartsds Hojmgng FAR]
o] WAFHE duE i dxe vws)] AFEARL vlurbsAddl foldt ZFolr) & AoR diFHT)
& E9¢], Chen et al, (2008)2 A&7AL7|Z o] HojAL5 A7 el AHda dAHo] THAadhe
whste] A1 ke WAL S|AIFES Hojmd 4 Qloka k), mEgh ThARle] WA E A sldle
AAzEARel o] P 2Efdo] uAT|Fe] AFA TN HH3) wrAE R Eakv), ZF) Ao 127

B
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0

offt

F o) 48 B9 BAARste HlarbsAe]l FHow He TFs e AR ool olE
=)

7IRte 2 vt 22 3 WA 7S AR

H1 @ AR sl dwe] AFAR vlarbsd s BlaAdeed s o s
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o2 7hAR1 wAld Wt AJTEARIT AR A A E AR Afeldl R 2Fo)7t e AS-
v w75 g ol Apolrh vHAe=A] AR, AR FRE Bigd 2RI non-Bigd ZHARICE T3}
olggt AR FEe} AR A A vHlmrbsAdo] ARE Vsl tidh o =& AR o
7 2},

A, QA= AR wA #- A A 4 I lem F2 A G
< o]&3sto] TRV F AR Aol IAEAS Eole Aoz FAsL Jrk(DeFond and
Subramanyam, 1998). =3 48] 1 Al vag 53 FRIF 2 FARRIe] FE ] TRARAH]
22 AFsitta F33}, o2 Eo], DeAngelo (1981)& BigN 7FAelo] non-BigN 7hALel ol B3|
Aoz FYAS AT 7ol Erhal Bt Eg Lennox (1999)F BigN 7HAFRIe] non-BigN
ZARRl Bls) WA PA-E AL AFATES o] wddd dthHoR s FH AR EE
AFsct Buskgdct, Becker et al, (1998)2 Bigh AARIC ZHE AU~ w2 77| 9]
A dANo] FJFo g g STt & thE T AHBEE, 7 1oA] o3t uhe}
o] =AM AR HarlsAdo] Yol Adke] HAHETH ol AUlHeE Q14 - E5 Aol
gk Bigd ZHARRIS] 7oA d yeld 4 Qe
o, 2 AFE ARE o] ofd ARAZY Harksd-e 2ARM, HlarbsAde HA e

A= doldt SHol ), WA o] Fraidhe AL At o g A EH] FolAE Fo=
Fut, A o] foatAl Erizte fAkeE BAA A0S AR 5E9A EIdEY] A o
osAl b |32 vkt AN T B £ oHFHES, 2018). 5, FAR] WA FHARRI
7F F7keE BEolgtx WiEA] vlarbsAde] AaE Fom d&alr|e o Hri
2, AP AT FAR] wAE T3 247Gl A AE Folshs AEFe] itk FAsith
H dF MAATE non-Bigd= o] wA7F So)HQl FhAL A Fuf F ARl wA| Ao
AFE el Jdvka FAetH(Davidson et al., 2006). wef o]2jg ko] yephdrid,

o

=

=)

of
1t

oy ey
ol
N

-

4 o oy
o
¥

"l U[o

© g

LIS
ol o

[}
PRlene] @AE RAQL] ARAE WP S Bolmd AT Uk,
of= 7hAel A AF GRS FLe] Abolrh A el Hm b4t o] 9182
AR, olo] Thet e T oA e AR,

o rlo
5
)

3 3

v

i)
r yo

ks

e
fr

H2 @ gphel Al QEe] Be ATAE Hasbs e Akl Fuel Wi

O

o},

ZARQL TR ofe} APARAE AR FH JFS WA= T8 glojth, AP AT
57 AdeA AEAS BAg RIS EA18HH o] ARl BldEAARI Hle w2 F29
A 25 AFsicta Fgsich(Balsam et al,, 2003; Krishnan, 2003; Francis et al., 2005). 733
o2, APAF= IARlo]l 54 AdelA Alokst A 7de] FAPtolg miEd s o]8ate] A HR&
< AHF3kaL 012 Akl AIAREA FAHARE Yg3tH(OKeefe et al., 1994; Balsam et al., 2003;
Krishnan, 2003; Francis et al., 2005).

AHAAEAARRIE A Wl theket A E BIZARAEI 2 AT B E <
FAA o2 AREFro 2 HAAEAARI Gl vl &R TALE %4
ARAlel = AlqiARRle] a7 g e] gk ofafat 7| o] &3k Akl °
2 ¥jarbsAe]l ¥ g Qlvh vt R Akl A4S BAs DARIolebE FRA 2 HlavbsAd
o] FHa FFo] B Ao AdEY o, dsst ule} o] olo} #ld MAFAAE oA Bald
v7h B4 ko whEbr] 2AF QE Aot o)t =oE uigew A7 S
gt

H3 @ AR mA dme] v AjA)

b
i)
=
N
XN
olr
o
rlo
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~
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jin'd
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m., 9434
1. AFARL] vwrtsy 54
2 Aol varksde Adate mel F A4x m8e Heste] gt 3 i FPA=
o 7 o] o] FAPYS o] gatth. Francis et al, (2014)2 ol o] Zholr} BA == ATAE
W] glo} vl Fag ax2 B whel T 7o) 8795S Agatel olA o)z} ki
2 o2 Y] T2 7 Aolw, ARAE Mmslsde B Aotk whaA, FA4H ARzle] o)
whgel e Busithd, waele] Mm s Erhm e 5 T o8 98dte] oo e
25 B An-Ad W 719 7 e Fxe) $AS ST

o 2 AN N

=

Tr/\}

r>'
mlo o

ACCRUAL_COMPM N=(-1) x | (M7]d¢] ¥4 - N7|le] whged) | (1)

o]7]4, ACCRUAL_COMPM N2 &3 dAm-2b¢] Wl M7193} N7|§) b 2oy zpolof gkl
=9 F3E B grolth. W F 7o WA o] HlurbsslthH ACCRUAL_COMPE ¢ 2 g
7H Zoltt, FFAACl 2] ZIdEe] 2] & wl, 54 71 M v HE N7 ol whet
719-82] &= o8 £A% Aolt}, Francis et al, (2014)2 719-4 A2 S o] gato}t & A7E=
o5 7|Y-AR AEa7] Sfal 9l ale] Bawks o] 83h(De Franco et al., 2011), =3k 2o}
B oyet AdE sl FHEA M e AFUE A DN Afolg o] fate] HwrbeAdS S79%
o}, o] &AHXE] tﬁf,\—tg,?_ Z}@ COMP_ACCS} COMP_PMDAOo|t},

T WA varteAd F71¢} o]9le] BAIE )83 De Franco et al, (2011)¢] ¥ye 483
o}, ok, o] FAAE ﬂrﬂ Z}EE ol-gste] F7] 3A0lY AFAE FAGTE AolM AR nAA
o] ks S VIAF R "olmd el Sloh. FAAQ] BYS T AuEd ot
At

rU
J
p

N

EARN=0.0+0.1RET (2)

Qo] A2 IARFOR FEWF EARNE 2719 o]l 2 #7118 FAate g yYEgkolt),
SHdS4 RETE #7198 7159 Eelth. De Franco et al, (2011)2 7]dol S ZAAA Atds
71588, SAARE o]dog 717t U43te] AAA Al7o] AARE A= AlAEHS P25
ot FAHeR, BA 1687] B7|E o]l FREE AN ARY o A a0 als
FA3lY o]F o] 719 FAANzH oz Ygsnt. L3 olle] 2(3)1 Zo] FUd HAH ARl
Mz g2 F 71 B HE ul, 2 7199 FArEez FA3 7| A0S F 7]l tish
2bE3le] o] Fhe] zbole] HuUighe F I 1t HlarleAdo® FAS L

EARN_COMPM ,N=(-1) X | (M7]g2] 7|tfo]¥] - N7Ie] 7|fe]9]) | (3)

<3 vhel 2ol 2(3)S B3l FAE vurkeA dEAE A 2A A 1687] ARE AM-Eh
n_xﬂ Ar o] HawrbsA dldas FASIER ‘47] AN A5 E o]-83t= COMP_ACCe H]a 7HARQ]
RANAES] Hlwrlsde] Z1AIH o R B e TheAde] vt aRel® Bekal -9 REe
Hu7bs/d F8A 718 Bol AR EHE W § shuo]lER B 7= o]& COMP_ACCS} H|ala}o]
A AIRE AAgE
A, 9lo] 2(3)2 A= AgER FA Y T &8 7199 7 SRS FAEE 719-
Bl = Z715, De Franco et al, (2011)& OIE 71g-dAxdz FAst7] $3) %Xé 71l oish
AEE - W 7198 F vlaks A ol TP w2 vl Al HEs ol gEtth B AT s

o] o]l v lesAS FAHITHCOMP_RET), De Franco et al, (2011) &3+ AA|F Alzlo] o] <]
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o wked=l7] ol WA Frbel uksls AaK(price-lead-camnings) & B o] W75/ BE o]
2451900 ¥ AFE Ave] B04E 99 olsh Lol 4@ ¥l s I (COMP_LAGRET)E 27154

oA o3,

418 Akl WA AFAL vwbs e vimA st vas) Aol o|g
AZs) d@ 2o teel @t 2k,

1) &3 COMP_ACC= 719 7t ghdol xfo]=2 o] &3 vlurlsA] =AX);
COMP_RET= F7}-0]9] 288 o]&3l nluslsA =A4x|;
2) A< INITIAL= 72kl A|dAxo]d 1, ofywW 0
3) BAS
3-1) TR} B SIZE=719 TFE(FAte] Az agh);
INVREC=A A2} - w2 8|22 w22 d/22100);
INTANG=H-3 A3}/ FAH;
PM=17]0])/mf & H;
3-2) ATz} AAA: LEV=231]&(FA/Z22D);
CURR=F-&AY/F-55A;
3-3) dEsEd 43 CP=9ddvs8uE (YHTT=5/F4D);
LAGROA=A7] Zx}2to] & (0] /ZA2H);
LOSS=2=2o]d 1, ol 0;
3-4) 4744 SALEGRW=vl & 37H& (7] % 2-217) 1% )/ 7] vl o))
STOCK=w3 21571 A7) thu] 10% o4 F7Fstd 1, ofyd 0;
3-5) 7]€} 1 KOSDAQ=3ZAA|F o|®| 1, o} 0;
2IND=Atdtm];
>Year=A%tA],

2(4)e] FEHFE AFAR var s &0t} ¢4, COMP_ACCE Francis et al,  (2014)9]
A WA v arbsAd SHAE 719-Axe] AE= ks Aot &8 De Franco et al. (2011)¢]
ol wel F7ke) o]ele] A MA FAS vwrteAd J-8-X(COMP_RET)= o] &gt} #dy+
ZHx1el A Axo| A 10] oUW 09 FE2 7HAE INITIAL W40l walA] A4 Blo] &9 Wako =
fFostH AR wAdze] vlmrlgdo] vluA Aol v $eS ofu|git

kA, 719 9] EX0] vlarls Aol S vtk dd ATl wel, V1] 152 548 5ASHI
93] Tt W4ES 2o Eastch(Francis et al., 2014; Kim et al,, 2016; H%5<, 2018 ).
$A, 7199 el Bl wlshe AAE ALY ok B #do] 9lo] ARAlEe] vavls
Ao dxeh #do] lok, webA thgel o] 71A] BAMSR(SIZE, INVREC, INTANG, PM)E 2331}
=, 7199 TREIZE)9 AaAita viE&Ad v]F(INVREC)S BAgtt, F3xqte] H|Fo] 2845
SAX e BFAAH AFe] FUFtEE INTANGS BAgt), w=§ A7+ 284S A8 $1s)
F710]1g MEH g pFo] &S wiEAFo|dE(PM)E AR theo R, AFF2e 7AHA
< BAIEH] f8 FANE0EV)F 4588 (CURR)S SAIgtt 3AIX e} sAMgL daaEot
4o dFE o JHHAFITEHF(CHT 725U E(LAGROA), £4H 1 R (LOSS)E
23}, 7199 S BAEH] Y8l EAF7HE(SalesGRW)-S £33t} Tty o2, M dT
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= A SO ARxE e AT dxe IAAAY AHAH] IS A= Aes Hista
ATk, ofell WRHFAE F7F AR(STOCK)E 33T}, =3 A1 b Aol & FAlsH] fle 25
A oFE EFIHKOSDAQ). vhAlHtem Aot Ao 54S FAs] A dmgn(E
Yean)9t 2HAH P (ZIND)E F71eksinh. £ A 3H24/de] $AAE 7Idssdre] 28aHP e
2 2A4¥ gs Bugdy,

o 7Hd 200M= RIS PR WA whE vlarks s ARG olF ASE] A =Y

cheel 4(S)sh 2,

W

oft

d

flo

COMP_ACC(COMP_RET)=B0+B1BIG_to_BIG+B2NBIG_to_BIG+R3BIG_to_NBIG+
R4NBIG_to_NBIG+Controls+>IND+>Year (5)

(A=A o)

ZARRD TR WA SAA:
BIG_to_BIG=Big4 7HAIleA] Bigd ZHAFe1o 2] mAlo]d 1, oy 0;
NBIG_to_BIG=Non-Big4 7ZHAFelellA Bigd Al oz e] mAold 1, o}l 0;
BIG_to_NBIG=Big4 7 }¢lel4 Non-Bigd 7FAelo g o] mae]d 1, olywd 0
NBIG_to_NBIG=Non-Big4 7+A}2lell4] Non-Big4 7FAIlo =2 o] mAo]d 1, ol™ 0;

716t fgo] Aole A(4)eh 2

21(5)ellA] FAASA FAR] A= 7Y TR Wslo] wie) vl 7k Be2 FREh 5, 24K
TFEE Big4e}l non-Bigd® FEITHA, BIG_to_BIG ¥+ Bigd 7HAFIGA Bigd 7HAIo 2 9] WA
E ougth. uHA Al R A9+ A Non-Bigd FARICNA  Bigd FHARRIC R A
(NBIG_to_BIG), Big4 7AelolA non-BigdZ 2] A (BIG_to_NBIG), 1] Non-Big4d 7FAFeIolA
Non-Big4 #HAtelo 29| WA (NBig_to_NBig)2 Tt metA] BluAdes 53 1 &3947}
A8 Aolt}, Zzte] Alghe] ()2 Wz Fostd vurtsde $7HFHA)E ov)gitt, 71E}
A= 2(4)9) 2t

2 A7 Al |A 7P AR AR AR AR AFARY varbede #AE AR
ol& AZ3Y] 3k mPL ofzle] 2(6)o]Tt,

COMP_ACC(COMP_RET)=B0+P1ISA_to_ISA+B2NISA_to_ISA+R3ISA_to_NISA
+B4NISA_to_NISA+Controls+>IND+>Year 6)
(HAFAe])
ARl A WA A
ISA_to_ISA=ISA ZFARRIGA] ISA 7ZHAFelo 2ol Aol 1, o} 0;
NISA_to_ISA=Non-ISA 7rx}Qlol|A] ISA ARl 2] mAelH 1, o}UH 0;
ISA_to_NISA=ISA 7+A}2ldlA Non-ISA 7FARGlo 2o wxo]H 1, o}y 0;
NISA_to_NISA=Non-ISA 7A}Qlo)A] Non-ISA 7FARRIS 2 o] mAo|d 1, o} 0;
718} W] o= 249} 2

slo] H(6)e Akl Al o] W

o

HAW R o] &she AL AlQdehd deg 2(4), (5

FAFSICE, #AH G ISA A1 o|A] ISA ZHARQI e =2 o] WA (ISA_to_ISA), Non-ISA 7HAFRI oAl ISA
ZrAelo 2ol WAI(NISA_to_ISA), ISA FFARQIGA Non-ISA ZHAlelo g o] WA(ISA_to_NISA),

Non-ISA ZFARQICA Non-ISA ZrARQl e 2 o] WA (NISA_to_NISA)o|th, [A&st 23 FU3HA ARSI
A AE= el 1 B3t ZRick oju) AR AT a7 AR VFe R A=
Sk AFHFEE 83t e, Ad-Ax WellA 20% o] AIARES 7HAH AdAETARIS

HktH(Balsam et al,, 2003; Krishnan, 2003; Francis et al,, 2005). ¥k B1~p42] A5 ko] 9
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k(S Waho g fosiohy 7t wAle] vjarbssde] AR vmA| Az vlE] E2(H)S ov|s
ot 7|e} BAESe} FEH5USE 249 5B

3. 855

2 AT TEVIZHE 201195 2018delH, th&o] AQ7|&S B3l ol& EF uE3ie 71Y9S
ER st

(1) 201135¥ 2018L477}X191 337145

(2) 12¢ A

(3) 8ol *o}xl o= 71Y;

(4) Kis-Valued|d AFAE ABE F&3 F A= 718

(3) AFAR vursgde]l 4 7158 714.

o e 2L B J s 71g-dxe F 13 2687Ho]r;} @J‘j, B Tl HlartsAe & B
8% 2 De Franco et al.(2011)¢] F7}-0]¢] BYP A 4H&d FHXE o]&3l=tl, o] B H7A
162719 d&Ees & 1 olel¥} FrllE AEE Fo = 5“:} S XhJ} 25 WEEE R
FE Ta ZAshe] 201195 2018d7HA] 10,353 7|9-dxolt}, webs 2 AFes g 0|83k

H a7 B AR A= 13,2087, F71-olRE S o838 Bkl ﬁl-’ﬂ‘:'@.ql/‘i—t— 10,35371¢]
71H-de Awg o]&drh2

TAAH] A= BE2e F= (F Dol AAET 2 A7 K-GAAPH} KIFRSS] AfojolA] &
FEE wiAIsE7] Sl KAFRS =9} o] % FERES £4 ] Zg3leh. FE AR 201199 1 >38
Mol 71940l EEEe] glen, I F= AHap S7Ieke] 2018l 1,78670¢] 7]§1o] 4ol &8+ 3irt.

Table 1. Yearly Distribution

Year 2011 2012 2013 2014
N of Observations 1,538 1,574 1,608 1,646
Year 2015 2016 2017 2018
N of Observations 1,673 1,705 1,738 1,786

v, 584 2%
L 7=

2 HoME Fo HyE VST JBBAE AR WA (R 2)die ZF HEEe V&5
o] AAE] Yt vlmlFeAd A2 W42l COMP_ACCS} COMP_RET: 7H7h o] —0.015,
-0.0080]t}, F7HEAOlA o] &3t A& AlFH BN zpo] W AY|e} B FrplER 4%
H 27FsA 4221 COMP_PMDA$} COMP_LAGRET: 7+2F 4o —0,012, -0,0100]t}, AA| T
T ARIe]l wAlE ZEE(INITIAL-S 18.1%0|th, ZHARQl WAA] = wfeh 23 FAHs
(Big_to_Big, NBig_to_Big, Big_to_NBig, NBig_to_NBig):= ztz} Hto] 0,050, 0,029, 0.045, 0,057
ot} o] Yl W o] g2 0.181% INITIALF . Jix 22 NBig_to_NBig A 9] 97} @i

2) £2 BsAE getort, of F ularksy SAAVE BT Akus BRog fgstel Baslels 97 Pt Aoz FUser



) mAdEe] ARAE Mk 203

NBig_to_Big 74%7} H& Zo] Fldth kel A AAHEREo upgl FES B
(ISA_to_ISA, NISA_to_ISA, ISA_to_NISA, NISA_to_NISA):= Z+z} #ite] 0,010, 0,024, 0.031,
0.1150|t}, o] FH-oIM= FrAR] PR o9} FAFSHAl NISA_to_NISA LA Z97t 713 & ¥eS
2pAgE, oli HIHETEe Hlgo] HEvlel vlE] Hthes AS AVIshd st Hlegr B 4 Q)

71e} Bl EAES AR, 7|QFE(SIZE)e] Hizhe 18.883, 2Ugre 18.6500|t), 714
3AeFe] ERA &2 INVRECS} INTANG| Ht& 0.263, 0.0310]c}, 53+ A7} 729 &84
< UeR & & do|dE(PM)2] Hite -0.0250|t}, thgo 2, AFETFZE U83sl7] 218 myd X3
g HER RAN|E(LEV) S HgkS 0.391, 932 0.3890|th, #4544 (CURR) 2| Hit& 2,9620]
t}, 719 AFAE th 8= AFEE(CF), A7) (LAGROA), &A1 R (LOSS) o] Ha#kS 2+2t 0,043,
0.029, 0.2710]t}, viENAFE(SALEGRW)S] Hit-& 0.0810]w 7] tiy] B7]el 10% o]d2] F2l&
W) 7194 (STOCK)S 17.2%0]t}, B3k ZE7|P2] 60.6%E I Al 47H(KOSDAQ)E] o] 3Utt.
o] HEL APAToIA Budl 7|E=EA} W FAlsIC

o

Table 2. Descriptive Statistics

Variable Mean 1% 25 % Median 75% 99%
COMP_ACC -0.015 -0.254 -0.011 -0.004 -0.002 0.000
COMP_RET -0.008 -0.066 -0.009 -0.005 -0.003 -0.001

COMP_PMDA -0.012 -0.164 -0.010 -0.004 -0.002 0.000
COMP_LAGRET -0.010 -0.072 -0.010 -0.006 -0.004 -0.001

INITIAL 0.181 0.000 0.000 0.000 0.000 1.000

BIG to BIG 0.050 0.000 0.000 0.000 0.000 1.000
NBIG to BIG 0.029 0.000 0.000 0.000 0.000 1.000
BIG_to NBIG 0.045 0.000 0.000 0.000 0.000 1.000

NBIG to NBIG 0.057 0.000 0.000 0.000 0.000 1.000

ISA to ISA 0.010 0.000 0.000 0.000 0.000 1.000
NISA to ISA 0.024 0.000 0.000 0.000 0.000 1.000
ISA to NISA 0.031 0.000 0.000 0.000 0.000 1.000

NISA to NISA 0.115 0.000 0.000 0.000 0.000 1.000
SIZE 18.883 16.465 17.966 18.650 19.554 23416
INVREC 0.263 0.000 0.141 0.246 0.365 0.729
INTANG 0.031 0.000 0.004 0.012 0.033 0.293
PM -0.025 -2.358 -0.009 0.034 0.084 0.848
LEV 0.391 0.030 0.224 0.389 0.543 0.882
CURR 2.962 0.230 1.009 1.615 2.945 31.444
CF 0.043 -0.246 -0.002 0.043 0.091 0.286
LAGROA 0.029 -0.444 0.000 0.033 0.078 0.410
LOSS 0.271 0.000 0.000 0.000 1.000 1.000
SALEGRW 0.081 -0.678 -0.077 0.033 0.157 2028
STOCK 0.172 0.000 0.000 0.000 0.000 1.000
KOSDAQ 0.606 0.000 0.000 1.000 1.000 1.000

Notes: 1. Descriptive statistics reported in the table used 10,353 observations for COMP_RET, COMP_LAGRET
variables and 13,268 for the other variables.
2. Refer to Section III for the variable definition.
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S0 8 <E 3> ZF W 71 voj ARFAE AAF U 7HA] vlarbsAde] SAHXEL 4D
1% F2ollAl fogh oo #AZE Qlth, ol A2 TE W2oz HartsAds P88 4
Ao 22 AARI, AW INITIALS: BE HlurbsAd 429 1%004] f-28h 2o kst
A7 Jek, ol FHAS ddHFHRA ] JoM= B AT 71 10] AR EE oJu]dtct, ARl AP
AAHEAS] WEel wAARS] vlarlsAe #TAE AEEY HuvlsAd FAAC FHsH
NBig_to_NBig #-2Jgh 22 #AE HAth(d#AG+ 22 -0.06, -0.12, -0.00, -0.13), T3k 247
/39 SHelA = NISA_to_NISAH v|u7}ed SAXE 7o JaddAE 42 -0.05, -0.13, -0.05,
013282 2% f9 FF 1%l &9 AFEFA ot

fol

T

olg] FRUAT LOFSHE, FRYAAPEL Abol] WAISH WA} Atol] WA u]artsA el
Faz oojqo] Feldr, BE ol WAL 1AIde] $4a91S neld BEIARL S Fai nrh

M0 ggsl 241 Bast ot

ek FAMES} wabs SHAse] BAS BunE, JAFREIZE), 47 FAele)
(LAGROA)TH= §rejat kel @A Lhehdeh, whal, RANIELEV)T EH0]R(LOSS), 74
(STOCK), 5125 373 ei(KOSDAQ)SH= §reldt 2] #/7} 9leh, o= sk 21w 719] o)
e 1de Marks el 58 elvlaitt ma Baul o] 3 £4E Bashs /|del At 4
WS maeko] P Z190e Zhzt weRe] /1990 vish ulasks o] theg siulah o) el
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Table 3. Pearson Correlation

i 2 & 4 5 8 7 8 b 0 1. 12 13 4, 15, 18, 17 18 72 20 21 5 23 24,
1.COMP_ACT 1.00
2C0MP_RET 0.31 1.00
JCOMP_PMDA 0.66 0.27 1.00
4 COMP_LAGRET 033 0.96 0.28 1.00
5INITIAL 005 -012  -005  -043 1.00
4.816_to_BIG 0.00 00 oo o0 0.49 1.00
7NBIG_to_BIG -002  -006 003 -0.06 037 -004 1.00
88IG_to_NBIG 001 <005 -001 -D08 046  -005 004 1.00
P NBIG to NBIG 006 -012  -006  -043 052 -006 -004 -0.05 1.00
10454 ta 154 -0 0o -0 00 022 044 -002 -002 -002 1.00
11054 to 154 0 -002 000 -002 033 034 041  -003 -004 002 100
12154_ta NISA -00r -002 000 -002 0.38 032 -0.03 045 -004 -002 -0.03 1.00
13MNISA_to_NISA 005 -013  -005  -013 077 on 027 033 068 -004 -006 -0.07 1.00
145128 0.10 021 0.09 022  -010 010 -007  -008  -0.14 0.10 om oo 016 1.00
15INVREC 0.01 0n 0.03 on 001 -003 0.04 [} 0o 005 oo -001 003 -015 1.00
16 INTANG 005 -016 003 035 0o 0.00 0.01 [} 0.00 om 0.00 0.00 001 -014  -004 1.00
17PM 0.27 0.26 018 026  -0.05 003 -003 -002 -D0§ 0.02 0.00 oo -007 0.20 005  -012 1.00
18LEV -012 -002  -006  -0.03 0.06 0.03 0.07 0.00 0.02 0.0 0.05 0.00 0.05 0.12 031 -002 -015 1.00
19.CURR 003 -00z2 -001 001 0.00 000 -003 003 0.00 000 -002 0.02 000 013 021 0.00 002 -053 1.00
20CF 0.14 019 012 020 -003 0.03 00z -002 -0.08 0.00 003 000 -0.05 o1 -007 0D 03¢ -013 -002 1.00
21.LAGROA 0.9 0.26 on 027 -0.06 002 oor -003  -009 om oo 000 -0.08 013 003 -0m 042 -024 007 0.38 1.00
22L055 018 -022  -009 -024 004 -002 oM 00z 007 001 -001  -001 006 016 005 011 -054 023 -005 -041 041 1.00
23 SALEGRW 005 -006 -004 -0.06 0.03 om 0.04 000 0.0z 0.00 002 0,00 003  -0.03 005 0.07 0.09 0,03 0.00 009 003 -016 1.00
24 STOCK 0N -020 -014 022 012 00 0.07 0.06 0.08 om 003 0.04 010 015 003 006  -019 005 002  -015  -012 0.15 0.10 1.00
25K050AQ 00 -00% 003 009 006 -006 0.05 0.06 006 005 001 0.01 009 054 0.03 014 -007  -009 0.08 002 0.03 0.04 0.06 013

Motes: 1. Descriptive statistics reported in the table used 10,353 observations for COMP_RET, COMP_LAGRET variables and 13,248 for the other variables,
2. Refer to Section Il for the variable definition.

3. Bold indicates significance at 1% or higher level.
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2. 73RS A%

e

off 2

Ae 2 7S A ASEIE Bagit, 4, M 18 2R ik (R 4) ol AXE
(1)& COMP_ACCE, 23 (2)= COMP_RETE Z&H4g 0|43t Anjelt}t, T 23
747} 01673, 0.25310]ck, #4= 7HAlo] wAlE =g ofn|sh= INITIALe|t), o] w4
ol Zkzt Alggk —0.002, -0.002, t-3F ~2.68, -6.28% 1% FFolM &2 Wikow frelsjr},
ARIE WAIGE AmE wAEHA] ek Aol s ANAE vlarbsA o] FolsAl i
o}, o]t A= 7P 1ellA] olSe uhe} o] ARl WAIR Qs AFAZL] wmrlsAdel
o8 ZastdeS AR AlTtE AU AT [ AR Anlche] ek dFgalol
(Francis et al,, 2014), o]2jgt xto|7} 7)) AFAR vk o= FFE nASS ofnsh
. BARSTES] A7 AuEd 7|99 R, WiEdo|E, YR T BYdx BF varks ATt
bookel BAVE lek v, Aol gof AL gl
A7) 7P 25 AF3) S8l Hlarbs s Akl AtRe] BAE AR Ais (R 5) ol AlNE
of 2y (D3 )&= A& FHolMel o] N& bd& F nlarfsi Aot FAdex,
%7} COMP_ACCY o] #21¥4 NBig_to_NBige 7155 —0.0052 1%9A] fro]gh &9 #e
ag gE HFEL BAHE folskA] gt} ol non-Bigd 2ARIGIA non-Bigd 7HARRLS.
2 A¢ 147G varksAdel 7 foldHl ashs AL ouigitt vhd, b2 e 2o
Al BN varksdel folat GFE vAA Zaha ok ol R o 2 FARIC R
AAellE TN Bl arbsde] AasA] Bge AR, Eg FR7E 2 ARl e
o 2o WAIME HlarksAdo] FoFHAl FASAE e BAEth &, A& BolA WA
WA AL ] vre AEARE v w754 non-Bigd A1l Alole] mAlelN FEE Aoz sAH
o] non-Bigd 7RI 2RE ZRARRIS A Ush= 71| vlarlbsAe] A3 e 7S AR
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Table 4. Financial Statement Comparability of Client Firms on Initial Audit Engagement Years

. (1) Dep=COMP ACC (2) Dep=COMP _RET
Independent Variable . ;
Estimate t-value Estimate t-value
Intercept -0.075 *kK -6.89 -0.036 *okk -5.51
INITIAL -0.002 Hokk -2.68 -0.002 ok -6.28
SIZE 0.002 ok 6.35 0.001 sk 5.95
INVREC -0.011 ok -3.68 0.004 ok 3N
INTANG -0.003 -0.30 -0.010 ok -2.54
PM 0.021 *okk 7.04 0.004 ok 453
LEV -0.014 ok -4.86 0.001 0.66
CURR 0.000 -1.60 0.000 -0.63
CF 0.002 0.21 0.007 ok 2.75
LAGROA 0.021 ok 414 0.010 ok 401
LOSS -0.001 -1.17 -0.001 ook -3.50
SALEGRW 0.004 ok 283 -0.002 ok -4.54
STOCK -0.006 ok -5.81 -0.003 ook -9.06
KOSDAQ 0.001 1.44 0.000 0.49
Year Included Included
Industry Included Included
Adj. R? 0.1673 0.2531
N of obs. 13,268 10,353

Notes: 1. **x **x and * show significance levels at 1, 5, and 10%, respectively (two-tailed).
2. T-values are firm-level clustered.
3. Refer to Section III for the variable definition.
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5oz, (& 59 2 )= Fholdrnydn F4% vartss He&E FESUTFE o] &3
AHRE AAgct, 23 (1)F AR $4H57F COMP_RETY well= NBig_to_NBigE Al3to]
-0.0030.2 1% 93k &9 e Helth, o]+ non-Bigd 7HAFIolA non-Bigd 7HAFGl O 2 o] W7 A]
Ha7bs/de] ashe oujgtt, 2eu B3 (2)9XE o] ¥4 ¥ ol2l NBig to_Big, Big to_NBig
o] AF#E 42k -0.003, -0.002=2 froJsit}, 2y Big to_Bige #FolatA] gt} ol#dt A= A&
gk uho} Zro] A Fr-o]l ABE o]g3te] 43 COMP_RET H7| 7HAke] A Amgte] Wbyl
zko] & o] &gk COMP_ACC ¥l H]3] 7IAH 22 varlsid & tl I/ "ol=d 7ol s
= 71 W o] whdsh AR HWelnt, Ve FAWSse A= At 59 2] odvt, &, ot
31 Foie] 2 VYL B2 5T ks, ARl B &4S HIsAY FAS
AR e 719S o2 71hd vl vlarks e FEel W

o (F 5)9 WAE 9oFetd, HlwrksAd 4Rl F#3sHA non-Bigd ZARRICIA non-Big4 ZHAL
Qloge] wAlE HLFsAdo] felsAl Wk ol non-Bigd 7RIz o] w7} ZAREA S| Akt
AArA FulE Ak 713700 H FHE ond hsde] UeS AAREE A ATel AR et
(DeFond and Subramanyam, 1998; Davidson et al,, 2006), %3+ §-2]8}%] %2 Big to_Big HFE
Bigd ZHAEQl Abole] ZRARR] A= ZRARInI Adolgh JFaS A-83tal ASos vlurks/do] At
HAE &S ongitt. &, AR Azl 7| Gol| gk ofa7t AlFA|E e ¥arls dol HAggh
B vRIYAL B o, ALY R 2 fF #- A2 F56 Qo] 914 - EA Ado] AH ez
F7 Bigd Ao AR Hwrlsdt AP E Bkt RS AL S AR

Table 5. The Effect of Change in Auditor Size on Client Firms’ Financial Statement
Comparability at Initial Audit Engagement Years

. (1) Dep=COMP ACC (2) Dep=COMP _RET
Independent Variable . .
Estimate t-value Estimate t-value
Intercept -0.074 ko -6.78 -0.035 *kK -5.35
BIG to BIG -0.001 -0.66 -0.001 -1.36
NBIG_to_BIG -0.003 -1.16 -0.003 Hokk -3.34
BIG to NBIG -0.001 -0.62 -0.002 Hokk -4.35
NBIG_to NBIG -0.005 wkk -2.79 -0.003 Aok -5.02
SIZE 0.002 ook 6.11 0.001 ok 5.64
INVREC -0.011 ook -3.70 0.004 ok 3.1
INTANG -0.003 -0.34 -0.010 ok -2.57
PM 0.021 Hokk 7.04 0.003 kK 454
LEV -0.014 Hokok -4.86 0.001 0.67
CURR 0.000 -1.63 0.000 -0.60
CF 0.001 0.18 0.006 ook 271
LAGROA 0.020 ook 411 0.010 ook 3.97
LOSS -0.001 -1.13 -0.001 ok -3.50
SALEGRW 0.004 ook 2.86 -0.002 ook -4.50
STOCK -0.006 ook -5.79 -0.003 Hokk -8.99
KOSDAQ 0.001 143 0.000 0.50
Year Included Included
Industry Included Included
Adj. R? 0.1675 0.2542
N of obs. 13,268 10,353

Notes: 1. *x* *x and * show significance levels at 1, 5, and 10%, respectively (two-tailed).
2. T-values are firm-level clustered.
3. Refer to Section III for the variable definition.
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5o 2, 7 3& AFE] A8 RIS ek HAEVIE FEska wAdee] 59E
AR O AdE (& 6) ol AAIE] itk BE (1)ollA F4H47F COMP_ACC ¢ v B s
NISA_to_NISA®] Al —0.0022 5% F<Eoli &9 WEFe =2 fosloh(t-4k=-2.04), Z=gt 23 (2)o
A 2&W57 COMP_RETS] A9-o= NISA_to_NISA2] 3| AAIGFE —0.0022 1% F=dA £
29] #& YeP I Jrh(t-#4=-6.13). ok, F43 57 COMP_ACC ¥ ol thE AHdEA ¥
EEL folalA] groy} &7 COMP_RETS! 790l NISA_to_ISA$} ISA_to_NISAS] AlFiE
of ko2 fojaitt, olefdt A At AR R WA Aol fARSE Aol =g 7[E
A-FES] A5 HdEsh 1o} vl¢ FARH

Table 6. The Effect of Change in Auditor Industry Expertise on Client Firms’ Financial Statement
Comparability at Initial Audit Engagement Years

. 1) Dep=COMP _ACC (2) Dep=COMP_RET
Independent Variable . .
Estimate t-value Estimate t-value
Intercept -0.075 ok -6.88 -0.035 ok -5.41
ISA to ISA -0.002 -0.66 0.000 0.21
NISA to ISA -0.002 -1.15 -0.001 * -1.93
ISA to NISA -0.003 -1.26 -0.002 *ok -2.61
NISA to_NISA -0.002 ok -2.04 -0.002 *ok -6.13
SIZE 0.002 ok 6.29 0.001 ok 5.76
INVREC -0.011 ok -3.68 0.004 Hokk 3.12
INTANG -0.003 -0.30 -0.010 ok -2.59
PM 0.021 ok 7.04 0.003 ok 452
LEV -0.014 ook -4.86 0.001 0.67
CURR 0.000 -1.60 0.000 -0.61
CF 0.002 0.21 0.007 Hokok 2.75
LAGROA 0.021 Hokok 415 0.010 ok 400
LOSS -0.001 -1.17 -0.001 ok -3.52
SALEGRW 0.004 Hokok 2.83 -0.002 ok -4.53
STOCK -0.006 ok -5.81 -0.003 kK -9.05
KOSDAQ 0.001 1.44 0.000 0.48
Year Included Included
Industry Included Included
Adj. R? 0.1671 0.2537
N of obs. 13,268 10,353

Notes: 1. *x* *x and * show significance levels at 1, 5, and 10%, respectively (two-tailed).
2. T-values are firm-level clustered.
3. Refer to Section III for the variable definition.

oleld (& o] AT (I 5)olM RIG FHAkel Fme] B4 Avksl FAE Row, AAAET}
Atole] WA 1A AVARE Blarks o] A4S wgsA ort vt Atele] mAloAE
oleldt @] UEEE olmlaith ol halel mAAEe] e wmrks Aol WHET} Abolo] Al
ERA FEET S-S AT E5 HA Frholo] AnE Fol FAT ATl BAl wAAE
HlEFs o] UIAIE E 9olx] ghasshu] AR} Afole] AR Rt St F, ARl
e olsish APel FhAos we BHEtelene] wAE wabsgel sete @ Agshe
Ao ML, ool Fa 7S PFH Ak BARl WAL ke warks et ol fEshs
AEA @Ak Abole] WAE AFS Sk,
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3.0 Erbsy ERAE ol§F F7hE

ZARA e AT Al 24 BRlel7] A8 A 2y 2L F-olo] 23 2zt e
el the waow 24 warksd dEAE olgd 2AANRE A

Eig=
Table 7. Using Other Proxies of Financial Statement Comparability
Panel A. Testing H1
. (1) Dep=COMP _PMDA (2) Dep=COMP _LAGRET
Independent Variable ) .
Estimate t-value Estimate t-value
INITIAL -0.001 *k -2.54 -0.002 *Ex -6.93
Intercept & Controls Included Included
Year Included Included
Industry Included Included
Adj. R? 0.141 0.2601
N of obs. 13,268 10,353
Panel B. Testing H2
. (1) Dep=COMP PMDA (2) Dep=COMP _[AGRET
Independent Variable . -
Estimate t-value Estimate t-value
BIG to BIG 0.000 0.35 -0.001 -1.36
NBIG_to_BIG -0.003 ok -2.04 -0.003 *kx -3.45
BIG to NBIG -0.000 -0.01 -0.003 *hx -4.74
NBIG_to NBIG -0.003 AR -3.05 -0.003 *EE -5.35
Intercept & Controls Included Included
Year Included Included
Industry Included Included
Adj. R? 0.1419 0.2613
N of obs. 13,268 10,353
Panel C. Testing H3
. (1) Dep=COMP _PMDA (2) Dep=COMP [AGRET
Independent Variable . -
Estimate t-value Estimate t-value
ISA to ISA 0.002 0.1 0.000 0.41
NISA_to ISA -0.001 -0.83 -0.002 ok -2.43
ISA to NISA -0.000 -0.08 -0.002 >k -2.94
NISA_to NISA -0.002 ok -2.82 -0.003 *EE -6.48
Intercept & Controls Included Included
Year Included Included
Industry Included Included
Adj. R? 0.141 0.2606
N of obs. 13,268 10,353

Notes: 1. **x **x and * show significance levels at 1, 5, and 10%, respectively (two-tailed).
2. T-values are firm-level clustered.
3. Refer to Section III for the variable definition.
4. Controls are included but omitted for brevity.
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A2} o O £F28 AT £ Ju FES 2z whgoll o 7 Z=AstH(Dechow
et al,, 1995). &3+ AF2 WA do] FebE Ao ofsf HF=HE AL A 98 71dHE A
AL A wAdS AAstH(Kothari et al,, 2005), 2 ATE o2 Y431 2tgl-dnEa 3}
2to|EE VIFEo 2 SEAFE ro] 7 B9l AR WY Hughe xgtet 3hs ATl Al
Ao g FAect, olel o] 43 S AFH LAY (PMDA)S &3
Francis et al, (2014) 23S FL3le 71g-dxd vurtsA

o2, &gt ule} o] Frivt oldRT) WA AAH ARzS wkds)
A7NF7EES 7R E35Fe] De Franco et al, (2011) W2]o
(COMP_LAGRET)E o|&%tt}, o]de] 7142l vlarted d84&
A A3

(& 7)¢] 29 (1) COMP_PMDAE, 23 (2)&= COMP_LAGRETE F&H 42 0] 48 Adfo|t),
TollA gelslo] gid AolA INITIAL ¥ F B3 dlA Alggko] ZHE -0.001, -0.0022 5% o]’d2]
FEollM 2o wgow fositl. &, FARG] AR vurbsAde vuAdxe vs o Yl
g B, C= 42 71 29} 38 HEE Folth. d&d Ao} FAsHA F Byl FEHor
Big4 7AFel 7F mA]l g 2k E Al 7F mAl oM vnrFsAde] o] vmAl Ar vjs)] o vt
2t} et non-Bigd Abele] mAL HIHET} Alele] mAloAE F RF A BT wAAEe] Hwr}
T FFol Fosl Ytk o)t Ade Hedt M AS Adel d#@Hh
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2 A7E AR 2A7E AFAE vlurbsdd S v 2RIl ek ofFlA AR
FAARRI Ftol| Be ATES AR TYT RIS Adshe F 7199 AFAR BlarlsAdol
Itk #4389tk (Francis et al,, 2014; Li et al., 2017). %3 th0e] AP AFE 7HA1¢l o] R
B4 AA7E 7199 YA (T EA ol JRFE vk AAEHT & AT of2ld AT
< Fdste] R wAe 2HE T 71 T RN Aol ZAT Havbs S o838ty
o}, 3 FrpHon F7he) o] o]ty FA3 Hlurbsd &S ARSI
2 A7 EAZE, AR AAARY] AFAR HATFsEe BluA AR Hnrls gl HlE Tl
s, olgld A= vlarlsd SRS FEs dREAT. ol AR mA7E 27| ARA
#F Harksds "ol JhsAdS AlAkele Holth olefgh w2 HlurleA o] ofwdh AR
WA o] ol FEHEA AHET] A FAR R B AEALEY WEE A 2 23
non-Big4ellA non-Big4d HARRIC R WAHE HlwrbsAdo]l Z4sklrh. 22y Bigd AR Aol €]
WA= 22fg A7 YehtA] Eoktt, gk QAR At S BIAERAR] 3F aAloA o]}
< A AR vt HlarksAo]l FEHLH, AFHEDAR] 3T wA M BlarksA FEo]
AaskA] eskeh, 2 A7 A o vjartsd WEAIE ol 87 Aol 5 dBEHUT o3
A= FEeH, ZAR] nAARdE 1479 AFAR Harbs/dol AstH™, HAUzEARIR At
A}l AR 3 qrEel FPFEA Aol Hlarbs el AAH dFE vAe Aem Bl
TURE 9okstd 33 Zrk A, £ d7= AFAR varbsAdS o&ste] kel
wA|eke] FAGE ARSI AR DAl o)l §lof Ha7Fe S AHEE AL AP AF-lA ob27kA]
ol Ruex] e Ao sed g vk, 24, ZAR wAAEe] Hlurkside] gt
£ A7 A E AR wAZE HAF e A RS fEdhe 2o AR Az A S
AFgtt, olE 50, 2020978 =9d F714 AR ARAEE 6 & FUI AARICZ R
A e ATIHe Ao FARlE aAlSES shal glen, B 7o) A= Wi AR
2 & # A4S Aty 95 =ort FF dadhs AT A,
doho] FZ AR Atolo] mAlE HaZbeAd e Aert AdAes 9 yehta
Atk ol & Ao A A7 BT 71Gol AT AAEE Asdt 53] o AR wA
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B Awe) Aol Qo] B ATE FaF NEARe 288 5 de Ao A
B o7 theel @7e] EART M, APl A d 0RE Al A4
[e)

8 FE s Aol B, s gel 23 1f woh AEa A Best o &, 19 2
W el Aolunk JAE SYAE B FHATE ¥ ATe] AR ARHT F A Aol
Ao, B P At el 24 S ZAE Bk mebd B ATt Rashe 437
e 2R siFEie ol ASUARIe F7bo) nhe g B Aol due S dshle
oLt ol FHATIL AR £ g FA} = Aot
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