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SIZE = 7] DEA AERIE AR 3% LEV = F53/334%
EPS = F%&0lY BPS = %% AR
(E )¢ BIFE oo Be f5Adedd 9 719 Aold Aolg HoleAl ¥4 Zzol
9 po]EA ZAFoltt, F, FEAFIAAY Adf vk ABSCDAE AH{E-8714 3Jud EXd 9
#(ABSCDA)ol ¥71ZEZIY3 /IAEE ¥ & fEATLAA Aoighe g goltt
(£ 3) 27| 4 070l 2 FaAM2AUUA| xlo|24 Znt
Al 187 AEATFA BE 187] feAzEgde] 2lol8A 27
o aE v A4 E t p-value
ABSCDA 0.0234 0.0295 2.61 0.0095
Hd2: 387] AEAR 02 387 fEAFEyde Ao|EM A
L AE H 4 E t p-value
ABSCDA 0.0195 0.0248 3.03 0.0027
Ad3: 1¥7] ZE F5o @& ] fEAzaddde] o] £4 A7
L 4E v E t p-value
ABSCDA 0.0385 0.0483 2.33 0.0206
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AALAAHZ HEHE FSHol o)X=

Hgol U3t AT B7|22M HER o=

(¥ 3) 27| dE oo WE FSARENdMoof] XjojEY ZAn(AIL)
d4: 387 HE #30 B2 A7 5AFE MY o] BN A
L 3 E v 4 E £ p-value
ABSCDA 0.0401 0.0475 2.20 0.0282

W54 ABSCDAE Arjd-2719 3
9 (E DY HEldMe 187 EaMY HE
oo @2 157 FEAFIEAY olef #A
ATRE B3 Ytk o] AF FEAFIAEAY
Ao ZH{ABSCDA) & 4 vk Bz 74
Al o BAdA Er1HEI G0l HHET
Arct gkl o A vEe D% %Wﬂ,&ii
TIAQ #olE Bl =, A
2719 HaMigez Jeldthn sj4d 214.

20N 3E7IRIA Y HEAQR @2 3
TIEIAY FEAFLAA apole BNARE
B Fm gl 9 18719 259 AR %
A YA A FH(ABSCDA) S 4 3
H BT Fo-AgE i EAdA —M?é
7ol AR H BT B gol o AA ek
o BAACRR FoHQ zolE EAY o] 3
$5 I HEY Zip} B9 BaMdde
vepdtz Mg + st

Hd3olX e 187181049 HEA R rﬂr%
7180 FEASEAde Aol g
€ Ho{F3 Yot FA] RFEATIX
(ABSCDA)2 4 sl A3 #7144
H gdd FHAN E7IAEVIY] HAEIYE
o Bagol o A vegon FARCRE &
A o] E BT

Bd4olX e 3E7IHIMY HEQGRY w2
AR MG FEAFERYS] AolE A3 A

g HojZa drh 9A FEAFIYAS B0

7]

BYSIHT H35A HAZ 20069 8Y

o B4 o)d FEAFEAYC] AdgE AT 2 AviEn,

(ABSCDA)2 £71'8-Aleld Hdd 44
NAEZ o) HIAES ot ﬁéﬂékﬂ g 2
Bt BARCEE 949 Aolg B

R

a9 BHARE BUIZE o9Y dE g
A wFe Udehhes 2 45 v e 2
AtE ¥ Hahwm’ o 9gg mE & dddn
FHE g H4ES A4S 39 PEE %
#& AFs] Hstd dFgdARE sdatin
A9 Aol glojde HAdtdos IHEE W
2 7199 Ao 38719 BEE Addtae v
E fodolnl gAw Aukgdoz REVY A+
d3AE F9 g Holm ot F, F A ¢
o #is vngd FHANE HE q7d o
2 fFEATLA Aozt vepdte 7M1E A
Mz AAste ARE Holx gl FHH e

2 UEHAREAE 4499 23 o ARy
REVS A%E d4A% &9 ghg volAw H4
Aol ARARE AHoz oA @e v
oA s,

ool (X HE fEAFTYA B
Sguse] ABRA 24 Aol

(£ )% 7 W2 REVESS SIZERS
Ul BAWAL F4A02 won @ £ A
1 o6t 4RA AEYe A% ANz
(200449 o1 129)6189 7I9EE 7951l 3
°ng PIHE 9% ¥es QTR uhe A
WAL e 22 S gk 23U 9534

999



(E 4) RENLe ciE2FY Sl 4

A1 ¢ 18719 B98A B 23 (n=682)

oA 2

REV SIZE LEV BIGS
REV 1
SIZE 0.506™** 1
LEV 0.163™* 0.181*** 1
BIGS 0.097** 0.268*** 0.031 1
Wd2: 38719 dauA 24 2% (n=1.023)
REV SIZE LEV BIG5
REV 1
SIZE 0.507*** 1
LEV 0.126"** 0.157*** 1
BIG5 0.106™** 0.272*** 0.037 1
Hd3: w)e} A B 23} (=682)
REV SIZE LEV BIG5
REV 1
SIZE 0.506"** 1
LEV 0.151*** 0.178*** 1
BIGS 0.097 0.265"*" 0.020 1
Hdd: dzte] FadA £4 2% (n=1.023)
REV SIZE LEV BIGS
REV 1
SIZE 0.509"** 1
LEV 0.132*** 0.175™** 1
BIGS 0.106*** 0.277*** 0.059" 1

1) %A Pearson A4#A¢E 2ujgt
2) Mt = 47 1%, 5%, 10%94 frelA g ougt

3) g A

ABSCDA = AE-871d 39 49 A& FEAFIAdd] 2hgks #E &

REV = ®7|74EE wgrod |, wA @%o® 0

SIZE = 7|ZEA ) Ad2a8 A 3%

BIG5 = 9= §93AMAT dFAFAA & 3AMNE 1. ohd 0
LEV = 2%x/&x44t
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MANZAHHZ HEHE F240l o/ ol st A7 @I|BIMY HEE FHLR
(multicollinearity) &2 ¢lald Jetd 4+ UdE A= Aoz WEkE Y},

A7A7e 9% oXE VIF(variance inflation
factor) 4% T e Ay dFgdd e

otfe] (F Bye FEATEIYY Hrhgke o
g t53AEA daeld.

(% 5) FSxjargdolol Moiztol st ciEsl#2A4d
3ARY: ABSCDA ,= a+ b REV+b,BIGS ,+b,LEV ,+b,SIZE +b,YEAR , +¢,
W A
ABSCDA ,= 5738 Jones®¥el 98 48 fraAdde] ddig
REV,= E714EE dstod 1, ¥4 gstow 0
BIG5 ;= 9% £H3AHA AFAFTAAN U AAY
LEV = F5A/FA%

SIZE , = 71%FAdd AA2IE AT %
YEAR ,= 871837t Ag8 2 dxo tupds

leld 1, of@ 0

Hd1: 127 AEARS BE 127] FEAFLYYL Aol2Y 23} (n=682)

ABSCDA (A5f8-7170d)

He S AAS t p-value VIF
(34) 0.069 3.72 0.000 0
REV -0.003 —0.87 0.384 1.38
BIG5 0.002 1.18 0.237 1.08
LEV 0.013 2.16 0.031 1.04
SIZE -0.002 ~2.56 0.010 1.46
Fg 2.97 (p<0.011)

4 R® 1.43%

Hd2 : 18] A& {7 b2 7] fEA@dgde o] ¥4 2# (n=682)
ABSCDA (AFd-717hd)

e HAAS t p-value VIF
(3% 0.121 4.02 0.000 0
REV ~0.004 ~0.88 0.378 1.37
BIG5 ~0.001 -0.34 0.730 1.07
LEV 0.059 6.15 0.000 1.04
SIZE -0.005 -3.30 0.001 1.46
Fg 10.18 (p<0.000)

+% R* 6.31%

AASAS ®35A H4E 2006 8Y

1001



Yeis - 47

W43 : 387 HEAFH ©E 387 AT AolEN A (n=1.023)

ABSCDA (¥4'8-717Hd)

W AAS t p-value VIF
(&) 0.030 2.34 0.019 0
REV —0.005 -2.07 0.038 1.38
BIGS -0.001 -0.85 0.397 1.08
LEV 0.018 4.76 0.000 1.04
SIZE —0.000 -1.08 0.278 1.46
F3k 5.29 (p<0.000)
4 R 2.46%
dd: 387] HE f7o @2 Az FEAEAde] o] 4 A7 (n=1.023))
ABSCDA (4dd-7]7h4)
kil IAAS t p-value VIF
(3) 0.124 5.11 0.000 0
REV -0.0013 -0.29 0.768 1.38
BIGH -0.000 -0.13 0.894 1.08
LEV 0.049 6.47 0.000 1.04
SIZE —0.005 -4.04 0.000 1.47
Fak 973 (p<0.000)
3 R’ 4.88%
AT
REV = 21458 Wstod 1, 92 5o 0
BIGs ;= 9= FH3AEAT FAFHAA = FAMAIE 1, ohi™ 0
LEV = F53/FA%%
SIZE , = 7]3&A | 44238 AT &
YEAR = #7237} A8 2t Quel cuus
O3 AL AdnE g BT 2 9] oFA HEZYS A% AY 7= 224
REV(ZZIAE ¥4)9 dAATT fAT &2 d o|F 129) o]l 7| T3]
& H4o ¥ BHdqM e EVHE ¥t 2 EVIRE 95 859 7] 4ol
S fod 23E Jeiioy i BAdA Ae ¢ AT F d50Y d53A8 EAe

38718 )3 Aol UE olfE SIZEWS
o REV¥IGe| 904 48 Ao 4zen
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ANZAHHT HSHE RS0l okl Fiol Bt A7 BI(2Me HEE FHoE

TE gRez e s FAUIYY AR

A .35 vgste /M 28 Fletd BAEisdc)

4.1.2 NAEVNYEY HEAR A9A - & &
FAFEA Y Bl e

SR BrEIAe 08 AEE A48T
2o e} mw f—a— geldel A5H02 A
fu9 $42 ogdw /g

d

e
o
n
2
=
2

ot ox

2 2 O H oo
B
L, = o
o
ot
X,
>
fr o
o f
=

3
%ZMIE AWz 5
7 A4 g @

ﬂui 2 o4

N
r O
S
ko‘l
i)
re
)
i
-
Hr -
Ol'

(& 6) 2dEHEe T2 ofFin ol%
FEAFLYY v

Adl: B7IHE A - 39 12712 M %Y

7Hd 1o B3 F7HEAH R 2] HES we 7]
AE9 olzxA Axst HE Ao wig] Zagde
A 5 WA 7S Fad AT £ HE
g e Jduks gidoz RES s 5Y
49 AE A - FE vlaste M 28 Flet
o FAsAY. £ =29 FE BARE 7t
}\4 IED}‘; 7})\4 20“ uLzo}z;] 9\1‘;}

olgf9] (F 6)& BIIHEARY =Y oA o
3o fEAFEAdE Had Ao

(F 6)9 #4438 2ued o3 2o A
A, 18719 HEE ¥ 39 17|BaMd &
%XH%*%“MM %A 4 A BU1EaA

FEAFEAHR FAH Aol S EOW

Eﬂﬂ 18719 AEE W

FAAe D97 Be A%l wIRnA Y

1!

of ERRLY blm

Ll qEs 3 p-value
DIFABSCDA 76 -0.004 -1.17 0.244
Hg2: E71H4E A - 29 ] 1739 frEA g v
HoF EEF t p-value
DIFABSCDA 76 -0.013 -2.73 0.007
Hd3: E7HE A 3o 37BN fFEATEAY viw
HoF HEF t p-value
DIFABSCDA &0 0.002 0.68 0.499
Hd4: BAE A - 39 dapdasae FEAZLAN vy
L zEs t p-value
DIFABSCDA 80 -0.017 -3.52 0.001

449 : DIFABSCDAY ¥714E A - & f5A3gA4de] Adig 2ol guigct

(-7 Yo 240 o FEAFEA)

AT 35 4% 200614 8
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HelhS - &47

FEAFTIRT 94 zolE Hojm Utk Al
A, 38719 HEE ¥ F9 3EI|HIANL &
FATEANL 184 FE 99 3RV|HIA
Z FEATEAT 7 ZolE Holx] Uk
o dA, 38719 AEE T 3o dAEuAY
FEATEAAL 134 & A9 AN
B FEAFIRT K AolE Holn 3T
o] Azk= ¥ E HF £7] A AYAtY o]
23 A Adeted INHEARI oA
€ 3A 73 Ratn §iAg g2 dHes
T EHEARS TYe] ubrlet ARtE A g
e AR oldzd FEE A=t 7ot
I oz AN £ A olEE dFEN 2+
v £ 4t AFsEe NAAAY 989
AAdt. AE HHAA ofn] W F HA
(filtering) & FHsIR7l Wdol 7t Ax A
BAEN FEHE AFdE oY 243 #HE
A= (degree of freedom)E 7] oF7] W&
ojt}.

|

ANAAE PEHDR, 7190 U AR o
A7t 43 Ao, o WIAES l2AN
AL J8E vAT ddn A58 ¢ A,

4.1.3 #EAFERYS FA4 (HEZQS HA
B2

A7 A WA T AR s g d
?@ﬁr%: & Ha““M«] Fol & Bt Huky

2 3] AsiM EVIAEARY AFs)
C 3 71 BUAY FolE EAStuA 2L A
o SEuetl M= 20004 ol F AIEE 3

FH BEE AR kv 2839
Ho] e WY Sl A EIAFARE
TAEE g7etn o agam EU1EmAd
HEAZZ AE7] AFe AE-E 2002 34
E71F8olth, mabA ofge] A= aHAM =
200003 ]9 FAHE Ho|nzl 3t}

olffol i AAE 21BN E EVAE Y

ki3
ARE

]
A
CEs
!

EAEE B2 JIHdEL 75 ZARel 7 9 ALY BEVIAE didrIge] obd A $el 9o
Qg 1) 12712009 FSXikAol Mrizte| Fo|
0.035
0.030 g
| 0.025 -
0.020 F ‘
}—Q—Q EYE
0015 b o el |—m— A g oty §
0.010 - -
0005  ovmmomm e o
0.000
2000 1/4 2001 1/4 2002 1/4 2003 1/4
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A ZF FdotA FEATIAAY gl 24
st FAE Bolz St Iy Faste vt
HENG7IHe B9l Aoz o 3A ved
< A9 £ Sled e BIHEARE o)&F
BAZAAAL] HF o] #Y FFo] =it
H2 o= A 534F Holxn Jde Aoz 4
29 W&e 18714 HES ¥AUY ¥4
AR SEA AR Azt
o FolE Yehl® (I¥ 4= 3¥7ld HES
25 QARIMY FrEAEE

A Adighe] FolE vehdh
AN AAE Wl 7HA e adA & £ gl
®ol TIHE W14 259 BHE W37
ol obd Aol loiA E“Cr Lt FEAF
2o Arhgko] Zaets FAHE Rolxn UM
g FEAFTEAYL Hdigte] Hadle Y=
7 AEW7IGS Ao AdAdeE o A Y
BhdS AT £ glot @ dde EIIHEA

UElS - &4

e pre

EE ol 8F BAFAN LAY FF o] B
g3l d=F 2 o= F= FHE Rolm Yot
T Rez fMdn.

4.2 BIIHEI} BN ERY Folakesol nlxls
ER

421 BNAEAR 02 AFYHe F7l%

A4

2 A7 A WA 7HEE EUHESE B 7Y
3 237 gL VIPEE U 3l EIHE
7t AR ARG S TMIE 48E +
PR EAE AEste Aot o|F 3 HAH
5o AN S ST APATFECAA o] 8d
Ohlson (1995) 23 WA F7l-3ARE
HHY B2 o) 83 £33

A4 2 d79 $9 FUHSFA EPS'REV

o FAAFE FE Fo @& vEin, 271

(B 7) 2714=0{Zol w2 sAFE| F7lu2Mof st s|7EAZD}
IARY: P,=a,+b,BPS,+b,BPS *REV+b,EPS ,+b,EPS *REV+¢,
el
1%7 3871
L AAS t p-value L 3| AAF t p-value
(&) 1,155.7 1.87 0.061 (&) 754.38 1.48 0.138
BPS 0.262 13.52 0.000 BPS 0.135 7.83 0.000
BPS*REV 0.170 3.29 0.001 BPS*REV 0.217 5.08 0.000
EPS 2.921 7.36 0.000 EPS 3.451 19.48 0.000
EPS*REV 11.738 10.7 0.000 EPS*REV 3.111 9.45 0.000
F& 430.06 (P<0.000) Fg#t 494 .54 (P<0.00)
BEF 778 RES 1,167
+4 R’ 63.11% 3 R® | 67.91%
1006 AYSHT M35H MaL 20064 8%



’él*l.’:t/\hﬂxﬂ?} KH HE F840) olxl= Fgo] HEt AT BI|EIM HER Y22

#Hd2:
Llod Azt
W5 A/AF t p-value L 3AAS t p-value
(3% 918.60 1.06 0.288 (3% -258.26 | —0.54 0.589
BPS 0.250 8.71 0.000 BPS 0.137 8.42 0.000
BPS’REV 0.341 5.08 0.000 | BPS'REV | 0.167 4.74 0.000
EPS 3.535 11.01 0.000 EPS 3.082 22.17 0.000
EPS*REV 3.885 5.72 0.000 | EPS'REV | 2.026 9.50 0.000
Fgt 213.73 (P<0.000) Fgk 571.22 (P<0.000)
HESF 778 g8 1,167
+4 R? 57.79% % R 70.97%
LR

Pt=p\¢ 37}

BPS; = /1'% @A F% At B9t
REV=¥71ZEE ¥ 7|92 1. o™ 0
BPS, *REV= t71% &)
EPS, = 719 F9E0lY

9 £A4 Aa7lst REVASSe] 452 eus

EPS, *REV=t7|% 84 F3%0lel3} REVAIS e 452884

W) - Azt RE J7te) 1% FEAM F9R
t3e ek, o|dd dde BPEE 2
7199 AR R} BIHE /9o
AR E wete FrAAYE 3
H3g AAse A#dzE APt 2
ve HARNE PAED WA ge Atud
Z7lole] d@Ado] f =ub: AAS UETH
gel (E De wHE o] B2 HAY R
Frhadgd #g FARA Aol

B8 WA g

4.2.2 BAEAE AF A - F JFHH] F
7EA

2 A7 u WA M BHES ¥ U

< WEoR st BI/HE oA vt £7|7

E o]Fd #g7IdY IAFE A vlsio

ZHstoiE [3sA Ma% 20064 8Y

FNAT 2 A7 39 #4854 EPS*REV
SH7| B A 9 AtE 1AM o #Hs)
oMt 1% M Fd2Q 7S vehd of
He Ade B/HE ATE AP ojFde 7
JNAEE AFslr] o]l HsiA wr|sk datsA
AEo FrtRRgo] dd Folgte 7HE3Y U
2 Avdoz Axde ARE A¥Edy. &
TAE AR 59T 719 HelME AEAE
AE o)Fo EHEES B IAAPRE HE A
X A Ao AEWR e AF R vlsle F
7heke]l dadol o Eohe AME JERIT
e (£ 8)2 B/IAEVHEY HE oA
olF AFH B FrIEHEA B AAEN A3

1007



ot}

99 £42F}E 7H3eM g rhiTIA 2 B713
ES W2 AARE a%A @2 IAFEA H
af ZI47HA g HEE o & wgsin loke
AMdE vehina & 4 gld

EF PIHEARS 22 AAFARAC 27

B a79 242 s A2 49 H
o923 4% Ashed Jlelstan YA,
93 71357t 20U rlzez zqﬁvém -

o 122N AAREY M FFE A b AW (association) S Foled 7193y
Ak A 4 i A9 M HFdhe Aot
(& 8) 27|HE7|YEe HE o|XD} o|F MPAE| F7iuzi Yo 2t 37 EMZR
#dl: 18719 387
127 (RERS 28) 37 (HEWE §¥)
wog HAAS t p-value Wog HAS t p-value
() —4,216.99 —2.26 0.024 (8) —5,056.41 -3.06 0.002
BPS 0.430 5.90 0.000 BPS 0.269 3.29 0.001
BPS*REV -0.043 -0.42 0.675 BPS*REV -0.020 -0.22 0829
EPS 13.267 10.11 0.000 EPS 7.550 13.07 0.000
EPS*REV 3.701 1.66 0.098 EPS*REV 0.736 0.92 0.358
Fak 103.85 (P<0.000) Fat 214.12 {P<0.000)
qTES 364 TEs 364
+4 R’ 58.62% % R? 74.59%
W2 wrle}h @t
B (PEWE $E) Az (HERLS E2)
wof 3] AA S t p-value L AAF t p-value
(44 -6,176.19 -3.62 0.000 (4) —3,264.21 —2.89 0.004
BPS 0.554 7.63 0.000 BPS 0.349 6.85 0.000
BPS*REV -0.139 -1.29 0.196 | BPS*REV -0.142 -2.53 0.011
EPS 7.352 10.74 0.000 EPS 4,946 16.82 0.000
EPS*REV 4.038 3.39 0.000 | EPS’REV 1.286 3.78 0.000
Fa#k 170.49 (P<0.000) Fat 365.25 (P<0.0001)
RES 455 ZEF 455
+3 R 65.12% +% R 80.05%
1008 AAET M35 M4 20064 8Y



AA AR 2B RS0 ojxls JEol 2ret

2 d7e WIHEY §84& F /A 399
A st AR, ENRES HEAY 2710
gzAYYE Agsted 7deAE HENH
th. o]YzAd g APATFEL Jone BF &
& F3° Jones ¥l o} AtE AFA 24
do] thg BPAS B3 o]dXHFEE st
sk a3y £ A7 Afde AFH EAY
A REAFLRAE AMSgEd, 1 olfe
7R aAd e AZL7PEAMN7E 2EEA gon
sE2RE 20034 HAAAL o|ANAE FAH
fol A4 /i HRE 5 %9 £ N

[¢]

Fe DHEMTM@PM Ae @
2] 3¥719] REV(E7IZE ¥
ga o @& BAY. 1 ol
E¥igo REVRIGS A Y 2o
A, o734 §E7l‘§4 A At AR 12
42004 oA E 229) ol VYE=Z
FAEe] gloma BIAE 01~ Mo} 7))
o] ARdA e v $ w0 od EAE 94
*8}@1 SIZEW4 &0E BA] d8 &7 ZE
?«1 s 712 Yt ¥ ]
71 el Ae] ZAgAke °l°‘z7é =
zﬂt&dbtl TNHEARTL b2 2A 719
6%1 s QAN gE deoze PUHE
l NI A 9 AR A el A o]
ol9zx FEE A=t 7l
% geld 4 AU ole #714
& 7150 ARl #71EE 4

ﬂ

\_/

o 8 L

fr o & %2 o do 2
o
&
2
4
R
4

[@p]
—
N

m—-"—\"‘
(o3

AT B7|20M0] HEE THOR

Ag AESEZ T 71de A Al o3
=7t A5 Aojn, ol wAES] LA
AllE Qg nX 2 gle Aoz A ol
g Aol FALAAAZL HARE A A
=§0] He FEolth

X, HES AR F7he AdA
xole 48S FPsherd dEtd HFok
RHES ¥ AREY A5 134 ¥
AR B Ha] 7|7 Ao e FHE of 2
& Aoz Jisict. HAFHAM = Tl
o] F71EAA o] INHEE ¥ A5 o A
B 24E & Y. &, SARESN 71t
AE o AW £ UER e Hle 1A
7 & 9%¢ ddn £ F 3o

B d7e WATAREA de gugarig A
E7 IARRY 484E L ¢ UdeT B
At T Fr|RTAd i HERGY &
e ZARIA BAZAAAE AFEOEA &
T E7IAFARY AR ofyel ¥y E oA
o AR M dg AdE FINE F A&
Ao 7€t

2 dFdM e BAA
< TR §n 9+4E
HAZA ApEH R BIHAEE e VIYEY &
Aol g |77t Mo g Fesivn Bt

Ao FIHESE ¥ AS 7199 dAIA
= AETTFRY FUHE] 2T, addx
Bretn dldrIdEe] EHES ApiEeE e
olffe WNHEN ZAAAAFE 48 74A vl g
geo] EAsh] gt Zojot, dig]Ql H|E o] &9
U AL o] &5 A8l ojidt g EAe
FAgke AR Ee 977t o st B

BN A ZA Y E7AEY HE B3FE F

—:l m‘o

£ 12 o2 b

719 ApEE AE7Y
Fasdt BEel 97

1009



N
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st A4 WEEAZL 23R ¢
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Hke HdMe F¥divn &
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A Study on the Effect of the Continuous Audit System on

the Usefulness of Financial Statements
- Focusing on quarterly review -

Tae-Dong Kim* - Sung-Kyu Sohn**

Abstract

Since fiscal year 2000, KSE and KOSDAQ companies are required to disclose their
quarterly reports. But only the reports of large companies (over asset size of 2 trillion won)
and financial institutions are to be reviewed by the external auditor, therefore, the
reliability of quarterly financial information is questionable.

The quarterly review in Korea is initiated by Korean government for the purpose of
building continuous audit system. If an external auditor performs a quarterly review on the
financial statements, we anticipate that this review will increase and, in consequence,
improve the reliability and usefulness of quarterly reports respectively. In other words, we
expect that quarterly review contributes to restrict earnings management and to increase
the level of association between accounting income and stock price.

In this study, we analyze that whether performance of quarterly review by the external
auditor may affect the ciuarterly reports, semi-annual reports and annual reports in terms of
two perspectives. Firstly, we analyze that if an external auditor performs a quarterly review
on the financial statements, then this review restrict earnings management. Secondly, we
analyze that if an external auditor performs a quarterly review on the financial statements,
then this review will increase the level of association between accounting income and stock
price.

The level of earnings management is measured by the absolute value of current discretionary

accruals. Additionally, for the test of level of association between accounting information

* Corresponding author; Part-time Lecturer, School of Business, Yonsei University
** Professor, School of Business, Yonsei University
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and stock price, we develop test models using the theoretical framework of Ohlson(1995).

The results of this study show the following things. First, we find evidence that quarterly
reports reviewed by external auditor are closely related to the decreased earnings
management. Also quarterly reports reviewed by external auditor in our sample show a
strong association between accounting information and stock price in general. The result of
this study implies that the external auditor's quarterly review improves the usefulness of
accounting information.

The expansion of the review of quarterly financial statements is expected to improve the
reliability of the quarterly financial statements, let alone reliability of the annual reports
through expansion of continuous audit system.

Key words: quarterly reports, quarterly review, current discretionary accruals, earnings
management, association.
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