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PURCHy; (TaxPURCHy;, ConPURCHy,)
=ap+a;NAMS _Revy:-1(TaxMS_Rev1
ConMS _Revy-1) +asSIZEy +asLEVy
+a4L.OSSi-; +asLarge OWNy +agBIGy:
+a;AF LEVy +aslogAFEE:
+a9LogTENURE); +a;05 Industryy
+a;; 3 Yeary +é&; (1)

PURCHy; (TaxPURCHj,, ConPURCH;:)
=0y +L1NAMS Nys-1(TaxMS Nyt-1,
ConMS Nyi-1) +BoSIZEy +B5LEVy
*B4LOSSie-1 +BsLargeOWNy + GsBl Gy
+BAF LEV;: +BsLogAFEE,
+BoLog TENURE; +5102 [ndustry;
+B112 Yeary + & (2)
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A7 = 719, je AL e AR 9] o71A FEREE 710] A1 2 RE HIZA}
PURCH = sUARICRRE 7 M qu a2 R o2 (PURCH) oW O BhAIH
AH2=E Fld A1, obH 0: o0
(1) TaxPURCH = EU7HA}0l 0 2 HE] %7] o A=A :—j 71—/\]-0 «] H]ﬂ—}\]'/d\ﬂ]}\ A]%@W(NAM&REV
Wiz o A 1 ohel - S NAMS NeIE A7 (1)l NAMS Rev
(2) ConPURCH = £170A10] © 2 HE] % Ad Axde A FAAFY o ATFEE (2) oA NAMS N2
Ml ~g Fd A4S 1 o 00 FFAAIF Bol FAR ()9 we 7RITE g
NAMS Rev = #ARIS AR~ mjEdo2  xjolo] H]ZFAAH] A A A G0 242 7]Yo]
TS @A) ARl 2 RE) AP 28 oS The
(1) TaxMS Rev= AF-A¥| 2~ mjZdoz g A% o =oS oju s}
g ;‘ji S ]
(2) ConMS Rev= BRHAM 2~ wjzdoz 73 A sATEE APATES Fast] 719e] A
P& ARl 0 2 RE HIZIAH] 2 S A st
NAMS N = AN 71F AR AL o S nAE £ Qe 8BS FRIE 7Y
AE] 2 A A G4 FR(SIZE) 7} 248 AAe] BAlo] won thokst

(D TaxMEN - = AFAE 2 JABAREREE RUHAL Bo] Witk o)

D ConMS.N = AHGA e el 19 5 7] ELEDE] WA el e

Zzoz 18 ARAGE ZIQTTEIY AeE, & RAN o] WErs ofF
SIZE = ZApte] Al gz (W wke) whe)); FU AEA SolA AARIS B 56844 &
LEV = FAH & (=FHA/FAD): o] Ethe AL Ho|7] g 7AWl 1] L*Wﬁl
LOSS =W PIEEAT 2N g qpap e 0] A8, 2EIAL0SS)
o
- M= A 1 PARRE: 12
LargeOWN = HolF5A3-8: I BEATE IR T clelsh A9E el
BIG _ g Amelel Ao 1 opgm o; /P e @A ZRARICIA BRAAE A
AF LEV = 37yl Eaju & st} AFED A AES dIstuat & f9lo
LogAFEE = AR Az agh: ATh 10 HFFA S (LargeOWN) & AR
LogTENURE = ]};:/\}7147&91;}03E1§k1 H]g-o] &3 Z(Fan and Wong 2005), 29
Industry = Al 383 w o nla
Voar _ aew R EE EFAAAY AR 2245 U9l H&o]

Aol ZAele] o d S§o] diHer d Az
2 F oo web(Firth 1997) ARICNAl HZE

9) A7lel ZHARICAl B A E A gl Y PUHCH,J TaxPURCH,-;, ConPURCH, 1)% TAMER Tt Yol of

d tplzle] A3 Bl Alek E WEA AL S Al o) E3E SAE Byt ofe] AIze] AR HlgAb
2 2L FzEAL gEk Asge o)a= amo} 7137} Ho] Ao|AZII} AR E H&‘?i(Beck et al.1988), °l& B}ao
= le) R AR ) A 204 At el 54 kel ReAE 2]t ¥
NADE= 4 14 o2 =Ads Yy}

59 AﬂTHHl*«l ﬁ Fole AFEIAG
J i3t o)z} AR es 2 AL 9
g3 - &AN 2011).
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AP 28 Al TS R o2 o
WA TR (LogAFEE)E 71972k SAA
ﬂ 34 50U 240 d8 garelel 3

AZbaE Brshe 98] A7) 58 whdstd 2
E]U%, AARele] Y 9 7EALS] ALl %L*} H|
A 25 FAll Al Fdhe ¢ HALEFE D9
& F= T HIFRAAHI 2 P Al G U]*‘ T
o (Fortin and Pittman 2008). Al&7A712E
(LogTENURE)-E 7Ak10] 31 7kA 3| Aol thal 7}
A3 e AAH ol =k v Ao, AA
A oA 24 JEE rlapr|E stER 7|9
o] ZARRICA WA H] 2~ ok #o] 91& A
o|t},
T RPN BIG) LTS dutd o
o] ZHALIe] Hlste] B “\V‘] & FYgata A
Aol W& 9 FHo| 7V5ah ASHE (peer-review)
£ FA9] st AEAS #EE F AUk weA

B TS 25 A w499

73t (Dopuch and Simunic 1982) 3 74}H2]
Abell thgk HIZARAE] 2 Al Ze] FoE 71EY A
o= o drt. 3 PRI FHE AHA
A% o= dFIAHAAR] AFE Tl T5E
Wil zels Baf HaAt fole AAH s 55}
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719 0] ZARRI S ZHE] HIZAH| =5 Fuf et 7]
ZEAFo1e] BIZEARA ) A A AA G-Eo uhek ZA)
Jo] frof g zpol7} slerl (7Hd 2)8 HFH|
tod 21 (3) 2 (4)E o]&ste] EAgh TAE
EH%Z]E Kothari, Leone, and Wasley
)oll whet S ek g Fel-& AFA LAY (PUDA)
1 gt} ofgol AAg TR B3-S Butler,
Leone, and Willenborg(2004) ¥ Lawrence,
Minutti-Meza, and Zhang(2011) SolA AR
& AHBA 2y Wz AAEAG 37}
HEEE aefste #45H%

o

 do oy o
ol

o

mlo

PMDA;=yy+y:PURCH;: (TaxPURCHy;,
ConPURCHy:) +y2NAMS Rev: ;
(TaxMS Revge-; ConMS Revy-1)

+ysPURCH;:xNAMS Revi:1

(TaxPURCH;xTaxMS Revi-1,
ConPURCH;xConMS _Revi-1)

+¥uSIZEi + Y5 LE Vi + ¥6CF Oy

+y7AANVRECy + ysLOSSs-1 +yoSalesGR Wi

1+ ¥10TACCy + y111SSUEy + ¥12B1 Gyt

*¥15L0g TFEE) + y140PINy,

+y1;CHANGE;: + yisMarket;

+y172 Industry +yis 2 Yeary + & (3)

PMDA]; :50 +6, ]P UR C[{]t ( TaXP URC[{U;
ConPURCHj,) +65:NAMS Ny

ZYStIT M4sA AM1Z 20164 28



(TaxMS N1, ConMS Nye-1)
+6,PURCH;xNAMS Nie-1
(TaxPURCHyxTaxMS Nyer
ConPURCHy;:xConMS_Ny-1)
+O4SIZEy +65LEVy +66CFOy
+67INVRECy +63L0OSS:-1 +69SalesGR Wi
+6,0TACCy +61,1SSUE: +672B1Gy
+615L08TFEE; +68140P[Ny
+615CHANGE);: +816Market;
+6,72 Industryy +6,83 Years +&y (4)

A7IM = 719, e AR, e AEE 9|

PMDA Kothari et al.(2005)°] wW& AJz})
S AFRLEA Y

SIZE = FARe] Az gk (W gkl 9l

CFO = JYETHFIE:

INVREC = AznApdst viEgae] §& FAte
2 UE W

SalesGRW = 7] ty] w]ZqF71&;

TACC = A7/PEAA S FARC R U gk

ISSUE = 7] L3257 7] dv] 10%

o4 Z7k08 1, ohiw 0;
LogTFEE = #Anzst vigans gAe Az

a3k

OPIN = FAte] o] Holele] ool 1, o}
Y 0;

CHANGE = 3719 ZAkQlo]l WA HGCH 1, ofy
A 0;

Market = f7V8373719014 1, Z29557]
Hold 0:

7Iek e Aele 4 (1) 2 (2)8 FaL

21 (3)F 4 (4)ellA BAHASE PURCHS:
NAMS Rev % PURCHSY NAMS N 7+ 57

SANMGEE APATES Fust] 719 A
Ay o7 ZHg IAEA T2 F F Ue
RIS F7hetleh. 7199 AFA §4E Exls
71 913 A2 7|AR(SIZE), A71eEd B

= X3t

(Lawrence et al. 2011).
A #5402 oy Y53 AEI A
£ 2 MRIBIG) AFE F7letih. 244 9
wok ukel o] FRIF E FARILSE Aoz
T2 Aol Zsh] wiiwoll AFATYA R & (-

LR PEEREERARE

~—

ZALQlo] BB AR R TRALS}L T ZHALRE.
| 3 (LogTFEE) = 17AIE| Al ] A1 A ol
o Qg ARl =Y AR A FA LA
A= Gk BA] Al Frekach
npAeto 2 7]9fo] AE Al (fited B =
22 A 9] 58 (Market) 2 225 23 (Sindustry),
agl3 A% (XYear)dl et 22719 FEHL

P

11) BIG# ASIZE 7] “$88A7} 5ok VIFE dlafi 23 & A9 R3eA 102 de 457F EasA eof s

Ax 9 Ao Fasgr.
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3l *’F% O}E] SIAEIS] ul 3
AT AEe Sed=del A A8 A
HIAE oottt 7199 AFAtae =33

Ak 2lg] TS2000014 FZ381%itt
B AT AHEH s S (outlier) 7}
AR WA e dFE T ]0}7] flste] omd
TE A A5 diste] A -9 1%E
;'L 1—7_| o

g

f

o,
—m
¢

2 AFdEg A5E + e I = 99%%} 1%l s @st= 7
(5) TS2000914 283k A4 o] 7bed 2 A3 tH(winsorization). ©|¥ 3 BE F&
719 WS BT F3FeE ATHE $E 848474 (7]
Ad/AE)eltt
aevd 45 7" ]7“”}‘7% 03?39] 24 2 (% 1)9] Panel A® ¥29 Axd Er £ AA
AFHE] 54 Ae o} A= #Eo] 4= 20059 78770, 20129 1,332
7I9E3 Ha 4 7] “ﬂlﬁr‘)ﬂ Adaatt. AR HZA IAEFE Skt T/‘ﬂ% E(ﬂr/}_l?)
(B 1) oY 529 2%
Year EEF HZF (%)
2005 787 9.28
2006 874 10.30
2007 946 11.15
2008 1,012 11.93
2009 1,123 13.24
2010 1,174 13.84
2011 1,236 14.57
2012 1,332 15.70
Total 8,484 100.00

12) 97EGA d=rn|E E3 A oo, SAS|A7|E0] 481
A AEEE FEsl] B8 B Ao d

14

F8 Ase 44

201193} 2012 BRI 377129 WA o= g dgo] gl
#5)7] Vet
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ZAtelel BIZIAL AIFER 20 WE ARl M HIZAMME|A FOHARZE

=
0
onl 12 o
> 1o

o o

(NAMS Rev) B3t 9. 2/ AT B 2 TaxMS Kev)

< 7.8%, AU 2= (ConMS Rev)e 11.1%=
HAEY AN Y F AR ALY FE VIR
SRS Aole BaAoR HA HZAAE 2~
(NAMS N) 10.7%, AFA82(TaxMS N) 10.4%,
ZAAYMU 2 (ConMS N) 11.6%9 A3-res
7}11% A0 R Yt W& 7E A RES
W oohyet w3 gl tigk ARl 5
QJWW ¥ 5}04 Aneths AellA 9akaL &
7= ’\]7%@ &3} 2po|7}h glom, FA7} 7 AH] A

]

o el Ae-go] Aoz 7t =9k}
Rl A A 22 a9
(PURCH)& 31t <F 27.5%°|t}. AIF-AH| A5 74}

AelA ¥z 719( TaxPURCH) > B¢t 13.3%, 74
A S AARIANA Flishe 714 (ConPURCH)
< W 11.0%2 Jebatt, AR d8A 2 Ab
&8k A2 AFA LN (PUDA)E *te] 0.001,

ot ZAEE

Z94E -0.002% 00 24t 1& B¥ s
7HIt},

AL B BARSFEY VeEA TS AuRy, o
55.6%< 719E°] WALARI(BIG) 22 HE %

S on) HiAow 15.8%9 FEdA 7}

Ql WA (CHANGE) 7} Lot} ¥ 471989
P RS E 954 v 9 ke 6t
Hollom, ZARRIA HZAAH 25 Fujsta
Al gote BlAALE Y] B F4L 1349 & 2
oF ‘/]rE]r‘)'r/} 9 gAY vjEd F YT
T4 HFE Inlste RIFE(Waudit) =

43.9%% gl ¥

(& 3> Panel Ad|A = B ZHAAH] 2 SFuj o] AL
A% 728 /\}ﬁfﬂ N5 7H9] Pearson 343
AE Eoﬂl-rﬁr T8 WS e #AE AFEY,
AL ‘317“}1 ] T 5 (PURCH) < %
A1 ‘317-}*} A58 (NAMS Rev, NAMS N)
o frofg °c¥(+)9] FHE S 7HRIT AlF AE 2~
W2 T AT 2 Pl 5 TaxPURCH) A1
& (TaxMS Rev %= TaxMS N), 748 AH] A~
?LHMT (ConPURCH) %t MN787 & (ConMS Rev

E= ConMS N) Ztel & (+)e] 3RBAE 7=

A0 8 VBT HI AR 2 A B W
TEL BIGHS BAAA T < 0.6~0.82 YERY
= A7 Fo A7 PRI 3 FEFE
WS g 9lo] AFEY BIGE SAS A o,

o
=

13) 4% 894 A&agiRe] Al FABN AN BBEE AATA FLRAINA ABTE ¥R H] 2

gt B

Ol-J

B8 Sum NAFEF= ZARINA AFE BIZARR R ggso] 249} Blaste] gho] @A a1A ZLTi‘r 20134 84 TEL%

A= & oshd 2012 AAFEE AA FAMAL A F &2 7,265
< 51019 9(25.4%), DAEAH 2 mjEde 77569 A(38.5%) =

AR Hele] 458 B & 4 3ok
14

=

= BIGe] A3 dH o
Hoha s

AASIT H4s5H H1= 2016 22

T2 AN grort SAMAS] FREZ v AR S
2o glo] UFUAIQIS Ge] 2 FhsAle] Gtk ofol] FEA A
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(% 2) 7l=A1Z (N=8,484)

Variable Mean Std. Min. 25% Median 5% Max.
NAMS Rev 0.092 0.105 0.001 0.009 0.068 0.127 0.373
TaxMS Rev 0.078 0.080 0.001 0.009 0.064 0.106 0.263
ConMS Rev 0.117 0.154 0.000 0.002 0.026 0.172 0.561
NAMS N 0.107 0.100 0.000 0.012 0.089 0.165 0.370
TaxMS N 0.104 0.100 0.000 0.015 0.090 0.163 0.375
ConMS N 0.116 0.128 0.000 0.008 0.091 0.189 0.571
PMDA 0.001 0.101 -0.319 -0.051 -0.002 0.049 0.343
PURCH 0.275 0.447 0.000 0.000 0.000 1.000 1.000
TaxPURCH 0.133 0.340 0.000 0.000 0.000 0.000 1.000
ConPURCH 0.110 0.313 0.000 0.000 0.000 0.000 1.000
Sum NAFEE 14,032 48,035 0.000 0.000 0.000 4,000 350,000
Sum AUDFEE 90,552 102,899 20,000 44,000 60,000 87,000 690,000
LogAFEE 11.119 0.665 9.903 10.692 11.002 11.374 13.444
LogTFEE 11.215 0.728 9.952 10.714 11.082 11.503 13.762
BIG 0.556 0.497 0.000 0.000 1.000 1.000 1.000
LogTENURE 1.491 0.527 0.693 1.099 1.386 1.792 3.045
Waudit 0.439 0.107 0.190 0.361 0.433 0.500 0.743
AF LEV 0.631 0.105 0.329 0.577 0.647 0.687 0.914
OPIN 0.002 0.050 0.000 0.000 0.000 0.000 1.000
CHANGE 0.158 0.364 0.000 0.000 0.000 0.000 1.000
SIZE 18.798 1.404 16.336 17.842 18.510 19.485 23.422
LEV 0.419 0.199 0.039 0.263 0.422 0.564 0.899
CFO 0.043 0.106 -0.306 -0.012 0.042 0.102 0.337
INVREC 0.297 0.163 0.000 0.175 0.281 0.404 0.736
LOSS 0.262 0.440 0.000 0.000 0.000 1.000 1.000
LargeOWN 0.178 0.216 0.000 0.000 0.000 0.345 0.728
SalesGRW 0.082 0.292 -0.750 -0.043 0.051 0.175 1.372
TACC -0.029 0.125 -0.578 -0.078 -0.018 0.035 0.307
ISSUE 0.171 0.376 0.000 0.000 0.000 0.000 1.000
Market 0.445 0.497 0.000 0.000 0.000 1.000 1.000
W A

Sum NAFEE = 7/ MEF (4 9 9@9):

Sum AUDFEE = BIZAIES (A 9 ©9)):

Waudit = AARQle] FojEd iy Y vlFoR, AR FES u);
71k Wre] FoE TR (1)~ (4)E Fa.
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(E 3) HE9| Pearson Az

ZAtel HIE BIZAMME|A TOfOAZY R ZALE

1]

Panel A. FrjeJAL 2 BF o] W4 2t AAAA
1 2 3. 4 4. 6. 7. 6. ) 10. 11 2 13 14 15 16,
1. PURCH 1.000
2. TaxPURCH 0.618
3. ConPURCH 0.560 -0.132
4. NAMS Rev 0.171 0.108 0.105
o, NAMS N 0.176 0.111 0.105 0.933
6. TaxMS Rev 0.170 0.109 0.103 0.989 0.939
7. TaxMS N 0.172  0.117 0.097 0.932 0.973 0.948
8. ConMS Rev 0.167 0.108 0.100 0.969 0.897 0.946 0.892
9. ConMS N 0.161 0.098 0.100 0.865 0.938 0.849 0.852 0.831
10, SIZE 0.129 0.020 0.134 0.277 0.328 0.291 0.315 0.262 0.277
11 LEV -0.015 -0.037 0.013 0.014 0.015 0.015 0.017 0.013 0.012 0.195
12 L0SS -0.039 -0.033 -0.032 -0.076 -0.091 -0.081 -0.087 -0.070 -0.076 -0.231 0.182
13, LargeOWN 0.032 0.031 -0.010 0.033 0.042 0.048 0.033 0.020 0.063 -0.041 -0.016 -0.067
14, BIG 0.158 0.083 0.105 0.709 0.835 0.751 0.794 0.641 0.741 0.385 0.030 -0.118 0.035
15 AF LEV -0.021 -0.033 -0.004 -0.251 -0.163 -0.240 -0.191 -0.291 -0.130 -0.024 -0.006 -0.008 0.118 -0.013
16. LogAFEE 0.157 0.043 0.141 0.312 0.353 0.326 0.345 0.296 0.304 0.816 0.225 -0.097 -0.063 0.380 -0.047
17, LogTENURE | 0.044 0.041 0.020 0.097 0.128 0.101 0.114 0.076 0.142 0.122 -0.020 -0.096 -0.020 0.122 0.026 0.140

2y
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(E 3) HTEQ| Pearson AZEA (A1)

Panel B. ZAFEE RS §4 3F ZATA

pA 2 g 4 4 6. 7. 8 9 n 1 L 13 M4 I 6 1 B 19 X A 2
1. PMDA 1.000
2. PURCH -0.031
3 TaxPURCH | 0.006  0.618
4 ConPURCH |-0.032 0560 -0.132
5 NVAMS Bey | -0.041 0171 0108 0.105
6 vamsy  |-0.045 017 0111 0.105 0933
7 TaxS Rev |-0.043 0170 0109 0.103 0989 0.939
8 TuMS N |-0.044 0172 0117 0.097 0932 0973 0.948
9 ConM8 Rev |-0.038 0167 0.108 0.100 0969 0897 0.946 0.892
10 ConMs ¥ |-0.042 0161 0.098 0.100 0865 0938 0849 0.852 0.831
11 SI7E -0.087 0129 002 0134 0277 0328 0291 0315 0262 021
12 L5V -0.023 -0.015 -0.037 0013 0014 0015 0015 0017 0013 0012 0.19
13 CFO -0.552 0.063 0.05 0040 0.081 0092 008 0.087 0.075 0.08 0.099 -0.179
14 vgge | 0.108 -0.036 -0.012 -0.033 -0.059 -0.066 -0.059 -0.068 -0.058 -0.053 -0.137 0.266 -0.124
15, 10s8 0.032 -0.035 -0.026 -0.042 -0.070 -0.081 -0.073 -0.073 -0.065 -0.074 -0.205 0.220 -0.353 -0.050
16, SalesGri | -0.012 0.022  0.008 0020 -0.008 -0.011 -0.007 -0.009 -0.006 -0.016 0.044 0113 0.140 0.160 -0.209
17 T4CC 0.008 -0.014 0.008 -0.012 0.029 0037 0034 0037 0.024 0025 0165 -0.066 0073 0123 -0.174 0.009
18 ISSUE 0.046 -0.007 -0.021 -0.006 -0.061 -0.075 -0.063 -0.072 -0.054 -0.068 -0.151 0.085 -0.153 -0.001 0.178 0.058 -0.112
19 Bl¢ -0.041 0158 0.083 0.105 0709 0835 0750 0.794 0.641 0.741 0385 0.080 0.093 -0.054 -0.102 -0.006 0.063 -0.088
2 LogThEF 1-0.090 0351 0.069 0.352 0340 0375 0352 0367 0324 0326 0.783 0.200 0.068 -0.123 -0.080 0.014 0.039 -0.079 0.392
21 0PIV -0.039 -0.020 -0.020 -0.002 -0.027 -0.029 -0.021 -0.028 -0.025 -0.029 -0.027 0.073 -0.047 -0.020 0.078 -0.051 -0.039 0.028 -0.027 -0.001
22, INITIAL 0.009 -0.028 -0.025 -0.019 -0.044 -0.063 -0.043 -0.054 -0.039 -0.070 -0.055 0.029 -0.042 0.004 0.045 0.044 -0.066 0.050 -0.052 -0.062 0.005
23. Martket <0.049 0.009 0.043 0084 0163 0207 0172 0192 0148 018 0554 0.084 -0.002 -0.020 -0.123 -0.034 0.116 -0.144 025 0416 -0.021 -0.018

) o e S5 pvalue® A4 1%, 5%, 10% Fo0A fAE< onl, 2) ¥ Fole (F 2)8 F=.
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LAtele] HIZiAL AZE RS0 e ZAIR! HS HIZAAH|A FOHOAIZE T ZAEE

EE EA4dA VIF (variance inflation factor, ¥
AR el E G 29 tdsa Y 24 4
& AoR getdr

Panel B #AREA R4 ALgg HFE 7H
9] Pearson ##AE HATT. PUDAE 74}
19} BIZHAMAH| 22 Tl (PURCH) 9 /A8 A H] 2~
T (ConPURCH) A frelatl &gt ole 2
AT-E BEl AL AL tig olel & FAE
A= FARIA HIZAHAAR) AR 25 e 2
AAZ AFARE FHo] Anso] A AT o]

=015 7he 2 AR,
a9 7hAjole] BE HIZMAL AIAH S WSS
1% A Fel &(0)9 AE 7RIe. 28
U & 7o) FAL A3ALEALE AT A ZHAE
ot BIZAEE BAFEE Aol WA AR
of w2 7ArEAde 93 AFehs Aoz o

TEFAEA ] 228 Aot}

&

4.2 374 21t
4.2.1 A A1F BIZAAME] 2 e o ALE Y

(£ 4= AU BIZAAH 2~ A ‘d%
YA AE ZARI O B Y B ZARAE] 2
ARete o fFostA AeateAd e i&
A= A ATt Panel Ax 7HAFR1Y] uf&9 7]
o & 24 WA H 2~ A &S A}%?&
FolH | Panel BE AL 5 Ve
e AR frES AHESE Aotolth A %%
A W FHsA ZARRIo] HIZHAL Aol A %
Fo| FIMEFE HIIAEIAE Pl TS
A Aoz Folxt), A2 S 2 Panel AS AT
B ZE WA R 2 (NAMS Rev) < A8 2

o

—Ll
L 2o

o)

ox
o

I

AASIT H4s5H H1= 2016 22

(TaxMS Rev) 3 ZAAYAMY2(ConMS Rev)l
g@ ALY FouFo] FoldsE AT ugHAL
Au] 2o i T 7hHsAel 1% FeellA Rl s
A S7H (22 Chi-sq=33.48, 26.41, 8.62).
AARRE Wegel 719 ek He )Tl
= o, RG] Adzel] BIZARA oA A R-E
ERIEFAE R MR B EREE:
o F8 84% 12EE o JMdct

FAMSE B A 2YolA] BE f97
RS (LogAFER) Z, FHAHEAas} B ZbALE =9}
A F(+)9 HENS g APATEe 2
b AT FANE(LEV S F H7AAY]
229} A BA ] 20 T %Lunhoﬂ SERLE
< 73 leH, A o%(B[G A
H A AE] 2~ 2 AMEA B A Fajgbet ¢k (+)9]

il

(<]

&

HAY S HAY. o] AF wold S3td 91 ¢
AT 2kE 47 SAUACZHE Al FAH|
22 W7 7Y Aoz dAdr}. Panel BY 4

A= Panel AdA S fAksltt, Al =52 Wzt
APAJE] 2 Al 2o TG hARLE] AR
(NAMS N, TaxMS N)°| words== s ¥l
Au] 2 g 7ol el sl S7HtH(Chi-sq =

27.64, 35.11). opst FASAL & 71E02 54
& ALY A 2~ A - 8-E(ConMS N)& T 7}
ST frold Aol gl Ao v

4.2.2 A1 AF wZAAH A Tl A9
71—/\} 3 7d

(F 5)& HAAAME| A A & SHAE
FAPAE 2 ) A] AR O WA= Y
3 A3E B3t} Kothari et al.(2005)
g} Az Ag-S A LAY (PMDA) S A



027} - HAS

(E 4) ARl HIZL AIZEFE ZZALSIALL] BIZAME|A FORAZY: 2REY Zut (FHE19] HF)

Panel A. WAL A1 fr &2 w &9 71E 02 4 A5 (NAMS Rev)
PURCH;(TaxPURCHy,, ConPURCHy,) =
ap+a;NAMS_Revy-1(TaxMS_Revye-;, ConMS Revy1) +2 Controls +&

PURCHy; (TaxPURCHy, ConPURCHy,) =
5o +B:NAMS_Nys-1 (TaxMS_Nys-1, ConMS_Ny-1) + 3 Controls + i

Variable Dep.=PURCH Dep.=TaxPURCH Dep.=ConPURCH
Estimate Chi-sq Estimate Chi-sq Estimate Chi-sq
Intercept -5.881*** 94.12 -3.475%** 19.26 =7.977%* 91.47
NAMS Rev 2.032%** 33.48
TaxMS Rev 3.195*** 26.41
ConMS Rev 0.945*** 8.62
SIZE 0.003 0.01 -0.097** 4.34 0.056 1.18
LEV -0.567*** 15.39 -0.625%** 11.20 -0.042 0.04
LOSS -0.056 0.73 -0.139* 2.59 -0.158* 2.74
LargeOWN 0.055 0.10 0.432** 3.63 -0.147 0.38
BIG 0.244*** 9.77 0.085 0.62 0.266*** 6.12
AF LEV -0.122 0.19 -0.130 0.12 0.078 0.03
LogAFEE 0.405%** 31.64 0.214** 5.42 0.399%** 15.05
LogTENURE 0.057 1.28 0.149** 5.19 0.039 0.29
Year Fixed Fixed Fixed
Industry Fixed Fixed Fixed
Pseudo R? 0.0990 0.0659 0.1222
N 8,484 8,484 8,484
Panel B. 7} A1 R-&F AL 4 702 S4 3 B-(NVAMS N)

Variable Dep.=PURCH Dep.=TaxPURCH Dep.=ConPURCH
Estimate Chi-sq Estimate Chi-sq Estimate Chi-sq
Intercept -5.864*** 93.57 -3.461%** 19.10 -7.891%** 89.74
NAMS N 2.438*** 27.64
TaxMS N 3.054*** 35.11
ConMS N 0.516 1.79
SIZE 0.001 0.00 -0.098** 4.39 0.054 1.08
LEV -0.562%** 15.10 -0.619*** 10.96 -0.048 0.05
LOSS -0.059 0.81 -0.143* 2.77 -0.158* 2.75
LargeOWN 0.056 0.11 0.438** 3.70 -0.147 0.38
BIG 0.141 2.13 -0.019 0.03 0.354*** 9.73
AF LEV -0.274 0.98 -0.166 0.21 -0.303 0.58
LogAFEFE 0.409%** 32.34 0.211%* 5.25 0.415*** 16.27
LogTENURE 0.053 1.10 0.144** 4.84 0.036 0.25
Year Fixed Fixed Fixed
Industry Fixed Fixed Fixed
Pseudo R? 0.0981 0.0677 0.1207
N 8,484 8,484 8,484

1) " 0 e FEAA Y pvalueR A7 1%, 5%, 10% FFollA o g <
2) Wgo FE (F )8 =

20 AT xu5A F1= 20164 2%



ZAtelel HIZIAL AIFER 20 WE ZARl T BIZAME|A FoAZED ZAEE

1]

(& 5) ZARRlS] BIZHAME|A F0f Al BHIZIAL AIZE RS0 WE

LALEZOlo] Jg: 37N 2t THd29 HE)

Panel A. H[ZA} A R&S & 71E0 2 S4¢ 7 (NAMS Rev)
PMDA; =y, +y,PURCH; (TaxPURCHy:, ConPURCH;;) +y2NAMS Reviy-;(TaxMS Revi-;, ConMS Revi-;)
+ysPURCHuxNAMS Revy:-1(TaxPURCHy:xTaxM8_Revi-; ConPURCHy;:xConMS Revy:-1)

+ 23 Controlsy +é&
Dependent Variable = PMDA
. Overall NAS Tax service Consulting service
Variable - - -
Estimate t-stat Estimate t-stat Estimate t-stat
Intercept 0.138"** 6.95 0.129*** 6.84 0.131** 6.52
PURCH -0.002 -0.56 0.001 0.29 0.000 0.04
MS Rev -0.015 -1.05 -0.008 -0.42 0.001 0.08
PURCH
XNAMS Rev 0.037** 2.03
TaxPURCH
xTaxMS Rev 0.029 0.97
ConPURCH
xConMS Rev 0.004 0.23
SIZE 0.003** 2.17 0.003** 2.02 0.002** 1.94
LEV -0.053*** -9.90 -0.053*** -9.92 -0.053*** -9.95
CFO -0.634*** -67.92 -0.634*** -67.92 -0.633*** -67.91
INVREC 0.031"** 4.84 0.031*** 4.80 0.031** 4.79
LOSS -0.037*** -15.50 -0.037*** -15.5 -0.037*** -15.52
SalesGRW 0.015™** 4.71 0.015™** 4.72 0.015*** 4.74
TACC 0.015** 1.96 0.015™* 1.96 0.015*** 1.98
ISSUE -0.006™* -2.56 -0.006** -2.54 -0.006** -2.53
BIG 0.007** 2.50 0.006** 2.23 0.006* 2.38
LogTFEE -0.007*** -3.18 -0.006*** -2.96 -0.006*** -2.76
OPIN -0.097*** -5.47 -0.097"** -5.46 -0.097*** -5.47
CHANGE -0.002 -0.67 -0.002 -0.65 -0.002 -0.70
Market -0.010*** -4.54 -0.011"** -4.60 -0.010"** -4.55
Year Fixed Fixed Fixed
Industry Fixed Fixed Fixed
Adj. R 0.3689 0.3687 0.3685
F-value 94.54*** 94.48*** 94.39***
N 8,484 8,484 8,484

AASIT H4s5H H1= 2016 22 21
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(& 5) ZARRlS] BIZHAME|A F0f Al BHIZIAL AIZE RS0 WE

ZARSZOle g 272 2ot (FHd29 AB) (AI)

Panel B. HIZAF AP &2 B2/} 5 71502 S48 A5 (NAMS N)
PMDAy =648 PURCH; (TaxPURCHy,, ConPURCHz,) +8:NAMS Nys-1 (TaxMS Ny ConMS Nyt
+65PURCH;:x NAMS_Nyi-1 (TaxPURCHy:xTaxMS Nyt-1, ConPURCHy:xConMS Ny-1)
+ 23 Controls +é&

Dependent Variable = PMDA

Overall NAS Tax service Consulting service

Variable

Estimate t-stat Estimate t-stat Estimate t-stat
Intercept 0.138™** 6.96 0.130™** 6.88 0.130™** 6.51
PURCH -0.002 -0.73 0.001 0.13 0.000 -0.05
MS N -0.017 -0.93 -0.004 -0.24 -0.006 -0.49
PURCH
XNAMS N 0.038** 1.96
TaxPURCH
xTaxMS N 0.026 1.07
ConPURCH
xConMS N 0.007 0.34
SIZE 0.003** 2.16 0.003** 2.03 0.002* 1.92
LEV -0.053"** -9.91 -0.053"** -9.92 -0.053*** -9.96
CFO -0.634*** -67.92 -0.634*** -67.91 -0.633*** -67.90
INVREC 0.031** 4.85 0.031*** 4.82 0.031*** 4.78
LOSS -0.037*** -15.50 -0.037*** -15.53 -0.037*** -15.52
SalesGRW 0.015™** 4.71 0.015™** 4.72 0.015*** 4.74
TACC 0.015™" 1.96 0.015™ 1.96 0.015* 1.97
ISSUE -0.006** -2.56 -0.006** -2.54 -0.006** -2.54
BIG 0.007** 2.12 0.006* 1.94 0.007** 2.46
LogTFEE -0.007*** -3.16 -0.006*** -2.99 -0.006*** -2.71
OPIN -0.097*** -5.47 -0.097 -5.46 -0.097*** -5.48
CHANGE -0.002 -0.67 -0.002 -0.64 -0.002 -0.71
Market -0.010*** -4.55 -0.011"** -4.59 -0.011"** -4.56
Year Fixed Fixed Fixed
Industry Fixed Fixed Fixed
Adj. R? 0.3688 0.3687 0.3685
F-value 94 .53*** 94.49*** 94.40***
N 8,484 8,484 8,484

1) *** % e FEHAY pvalue 47 1%, 5%, 10% ol frold-E 9v

9) Wr Aol (F 2B Bz
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(E 6) ZAIRIS] BIZAME|A AZERE ME BIZAMME|A o}
ZAEE 2kl 2 aAgele ZAS | WE OFY H|w

PMDA; =yo+ vy PURCH; + yoNAMSji-; + ysPURCH i X NAMSye-1+ 2 Controls; +¢&;

Dependent Variable = PMDA

NAMS = NAMS Rev NAMS = NAMS N
Variable High Waudit Low Waudit High Waudit Low Waudit
Estimate Estimate Estimate Estimate
(t-stat) (t-stat) (t-stat) (t-stat)
P 0154 0117 0.153°" 0.114"
(5.31) (4.25) (5.29) (417)
0.004 20,005 0.006 0,007
PURCH (0.88) (-1.00) (1.13) (-1.38)
0.075 10,022 0.033 10.069**
NAMS (-1.10) (-1.09) (0.59) (-2.26)
~0.050 0.050** ~0.051 0.064*"*
PURCHXNAMS (-0.75) (2.34) (-1.08) (2.73)
0.000 0,005 0.000 0,005
SIZE (-0.05) (2.95) (-0.14) (2.82)
. 10,0457 20,059 -0.045*** 20,059
(-6.05) (-7.76) (-6.02) 7.77)
o 10,625 10,644 0,624 10,644
(-47.62) (-48.38) (-47.54) (-48.36)
0.019** 0,043 0.020"* 0,043
INVEEC (2.12) (4.66) (2.18) (4.68)
0,034 20,040 0.034%* 20,040
LOSs (~0.034) (-11.86) (-10.07) (-11.89)
0,021 0.009* 0,021 0.009"*
SalesGRIV (0.021) (1.96) (4.65) (1.94)
0.029*** 0,002 0,030 20,002
race (2.67) (-0.20) (2.69) (-0.18)
20,004 10.009"* 0,004 10.009**
1SSUE (-1.20) (-2.49) (-1.19) (-2.48)
o 0.013* 0.008 0.004 0.017"
(2.27) (1.39) (0.59) (2.40)
20,005 20,0087 20,005 -0.008**
LogTFEE (-1.61) (-2.62) (-1.59) (-2.47)
10,039 0,146 10,039 10,148
OPIN (-1.44) (-6.16) (-1.46) (-6.23)
£0.006" 0.004 0,006 0.004
CHANGE (-1.65) (1.06) (-1.66) (1.06)
ariet 0,009 0,013 £0.009*** 0,013
(-2.90) (3.82) (-2.86) (-3.81)
Year & Industry Fixed Fixed Fixed Fixed
Adj. R? 0.3596 0.3594 0.3594 0.3833
F-value 48 51 48,747 4847 48,87
N 4.401 4.083 4.401 4.083
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4.3 37124

4.3.1 WA AR S IRAREAL 7 )2t

A #9E ALs 27

F7REA A= WA, A AR R S
Shol FAFASJALZ R A2 HIALTA & A9l 8t
B (JR) A ARSI ALE g ® g B A H] 2 AL
o= H9E dste] EAeH. ole AAA &
=h A eR w2 5 Wl fle dAAE AR
BAE WA Gl A Al FEo] =T,
Helo] WA E 2d] Hop ddAqow

o
=
BASD 28 $UU0E SHAUS AOR B 5

ol

(B 7) 2|AIfRlo| miZAlRIAl Thet HIZAL =S Mefsl ZHE H|ZAL AIFERES o138 21t

Panel A. FolejAA%d 2

Variable Dep.=PURCH Dep.=TaxPURCH Dep.=ConPURCH
Estimate Chi-sq Estimate Chi-sq Estimate Chi-sq
Intercept -5.808"** 90.52 -3.374*** 17.96 -7.968"** 90.07
NAMS Rev_ NC 1.785*** 23.73
TaxMS_Rev. NC 3.039*** 22.77
ConMS Rev. NC 0.811** 5.82
SIZE -0.007 0.03 -0.102** 4.69 0.046 0.76
LEV -0.578*** 15.75 -0.620*** 10.91 -0.088 0.18
LOSS -0.056 0.73 -0.130 2.26 -0.161* 2.83
LargeOWN 0.008 0.00 0.399* 3.03 -0.152 0.40
BIG 0.310™** 14.8 0.124 1.26 0.313*** 8.04
AF LEV -0.281 0.96 -0.228 0.37 -0.016 0.00
LogAFEE 0.417** 32.97 0.214** 5.30 0.418** 16.27
LogTENURE 0.058 1.30 0.156** 5.64 0.029 0.16
Year Fixed Fixed Fixed
Industry Fixed Fixed Fixed
Pseudo R? 0.0697 0.0365 0.0619
N 8,337 8,337 8,337
BUSAT MasA M1 20164 24 25
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(E 7) eAlle] ZARAL The BIZIAL S MQISt SEE vIZAL AFETES 0188 22 (HI5)

Panel B. A4 28

Dependent Variable = PMDA

Variable Overall NAS Tax service Consulting service
Estimate t-stat Estimate t-stat Estimate t-stat
Intercept 0.139*** 6.93 0.128*** 6.75 0.131** 6.47
PURCH -0.001 -0.45 0.001 0.38 0.000 0.10
MS Rev -0.013 -0.91 -0.006 -0.34 0.002 0.26
PURCHx
NAMS Rev NC 0.038** 2.05
TaxPURCHx
TaxMS_Rev. NC 0.028 0.92
ConPURCHx
ConMS_Rev. NC 0.004 0.22
SIZE 0.003** 2.49 0.003** 2.31 0.003** 2.24
LEV -0.053*** -9.92 -0.053*** -9.95 -0.053*** -9.98
CFO -0.635*** -67.39 -0.635*** -67.38 -0.634*** -67.37
INVREC 0.031%** 4.82 0.031*** 4.78 0.031*** 4.77
LOSS -0.037*** -15.36 -0.037*** -15.39 -0.037*** -15.38
SalesGRW 0.015*** 4.74 0.015*** 4.75 0.016"** 4.78
TACC 0.016** 2.15 0.016** 2.15 0.016** 2.16
ISSUE -0.007*** -2.72 -0.007*** -2.69 -0.007"** -2.69
BIG 0.006** 2.32 0.006** 2.12 0.005** 2.17
LogTFEE -0.008*** -3.33 -0.006*** -3.05 -0.007*** -2.87
OPIN -0.096"** -5.42 -0.096™** -5.41 -0.096"** -5.43
CHANGE -0.002 -0.77 -0.002 -0.75 -0.002 -0.81
Market -0.011%*** -4.69 -0.011%*** -4.74 -0.011%*** -4.69
Year Fixed Fixed Fixed
Industry Fixed Fixed Fixed
Adj. R? 0.3687 0.3686 0.3683
F-value 92.88*** 92.81*** 92.71%**
N 8,377 8,377 8,377
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The Effects of Auditor's Non-audit Market Share on
Firm's Decision to Purchase Non-audit Service from
Incumbent Auditor and Audit Quality

Woo Jae Lee* - Seok Woo Jeong™**

Abstract

This study first examines the associations between auditor’'s non-audit market share on firm's
decision to purchase non-audit service(NAS) from their incumbent auditor, and then investigates
whether auditor's non-audit market share affect the relation between firm's auditor-provided
NAS purchase and audit quality.

If an audit firm has a large non-audit market share, it can be regarded as it has enough
experience and skill for (overall or a particular) NAS. On the other hand, this brings concerns
that such an auditor might hardly perform its supposed duty of providing audit service.

Prior research has examined whether the provision of non-audit service by auditors impair
their independence on the basis of economic relation between audit firm and auditee. While
previous studies focus on the auditor's economic dependence or client importance from the joint
provision of audit and other services, however, they do not provide consistent results.

To test our hypotheses, we use the 8,484 firm-year observations of firms listed on Korean
Stock Exchange and Kosdag for the period 2005 through 2012. We employ the logistic
regression to test first hypothesis that whether firms tend to consider incumbent auditor's non-
audit market share to make decisions about NAS purchase. We then test the second hypothesis
by using performance-matched discretionary accruals as a proxy of audit quality in ordinary
least squares regressions following prior literature.

The results are summarized as follows. First, firms are more likely to purchase NAS from

their incumbent auditors if they have large non-audit market share. Second, in this case audit

* Visiting Professor, Chungnam National University, College of Economics and Management, First Author
** Professor, Korea University Business School, Corresponding Author
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1]

quality measured by performance- matched discretionary accruals is on average negatively
associated with non-audit market share of the auditor. In particular, this result is found when
the weight of audit service is low in an auditor’s portfolio share.

Additionally, these results are robust when (1) we use other measurement for auditor's non-
audit market share, (2) we consider the impact of total fee per audit hour on audit quality of
firm purchased auditor-provided NAS, and (3) we distinguish the impact of purchase timing of
NAS from auditor.

This study contributes to the literature on firms NAS purchase decision and the audit quality
when auditors provide non-audit service to the same auditee by examining the effect of the
auditors non-audit market share. Although prior research provides some evidence on whether
auditors are compromised by NAS in various countries, they do not investigate the effect of
audit firms characteristic of revenue structure. We expect that our results would be helpful for
policy makers and regulators in recent moves concerning the prohibition of auditors joint
provision of audit and NAS.

However, there needs to be a special attention to interpret our results, because we do not
broadly consider audit firms human resources or education programs. More importantly, although
specific partners or teams in an audit firm could have different abilities to make quality of

particular services, we do not consider these factors due to the limitation of data availability.

Key words: Auditor-provided non-audit service, Non-audit market share, Purchase of

non-audit service, Audit quality
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