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7199 AF-227 (financial distress)< 7|24 o2 Fafu} $45 5o A5 gkl EA47} A7
S ZH IS 71 WA, 7=, A4 3i7hsd 3 B o] gl Ross et al.(2005)0] €]
St AR AS FIAE FAE A3 4 gle AEI A9 (business failure), 945
H AN oo}t Aw S T F 3l 714 3k technical bankruptey), 71 olvh A
7} el gak AAE A3 sks M4 9iHlegal bankruptey), ZLE] 3L Aol S(-)o] Hi= A
A 32t accounting bankruptey) &2 U= 5 91t} Altman and Hotchkiss(2006) % Al F%-274-& 7
A 9 (failure), AFE5(insolvency), H%(default), M bankruptey)@ 7o) 71go] AF2 €
Yol WA= dH FPE= At AFEF WA AFZHE L 72240l BT A
of ol A7 A7 Aol (Foster 1986), EX}"}*"* Ha gle AFA R e T de
71900A EHEZR AFA7E agEo Aol 38 = gl Hi= HoltiBeaver 1966).

7199 AwEs, Fev 3k Ths A 71l s Bk AY BT o8l Tkt
PFelA 7HE FoF AE T sho|BE, o] 22 0% TeFEh o SR o] JtE]o] ghom AN
Hoak AEHH 55 S VIS Hrhsta e Aol A&H YT E ATE 719
Bryg sibe A ) 2 F998S gatd ol o] &3 & gl AR RRA TS F5
ataL, 7HAkQle] 719 9] Aol of DA wkg-shm, ZEARQIS] wkg-o] A AF2A THeAd S Tt
2 7146l of| 3| AA FaFo] YEh=AE RS Aotk

A1 S AT AekSs AASIE wH (client acceptance) | A RE ZAMAA £590 Y
g, 282 ZAAAIS £ 535k Z A (termination decision)ol] o] 27|74A], 1142 €S H7}s)t
of ofo] sliro] A6 e AARsA W, o] HFele= 4£F591F (Krishnan and Krishnan,

1997), A|¥j42(Cohen and Hanno, 2000), —L2]il A|F9@ % EZ3eth(Pratt and Stice, 1994;
Johnstone, 2000). A AT= ZARIS nAFe] AS FAXLEZZ L IHNA wHlgtH=d)
(Simunic and Stein, 1990), ]ol o&} 7|9 e] AF2A 7Fsdol =A BrbE W ZARlS 4
g AT Ak gluste] 1A FEEYQ Y Y FES velsty st Aloks A2 0}74
U frAste et AP AE Asbetal 913l sk w8 Y, & =2 AAESTE 878 A

oleba 6% 4 9l

2 AFNME A2 A BE A5 F na4 BARY) JNE BYEL o
gotol 7)) AT AR S Sk, o WEsh BAele] o Abolel] ofw wAZL ek
A Aongith AF A% 147199 AR 5ol EohdFE AR Fhier
°l

d
o rr
o
o
o
N
ox
=
=
rir
of
ol



=
o
rH
o
k=)
oy
>
HI
_|

=2
=}
pall
rI r
09£
-
D

>
=
N
Ir
2,
g
>.
4o
)
o,
N
N
N
=2
=
i
(o}
ol
N
4o
et
.
ol
o
2,
N,
b=
=
[e3
o
i
i
oy
>
iy
Y
ol
Lo
et
of
o

A weel ol gds omdna & & v

AT AN o] ARl A= @l wE -9 A7 E=ths Aol AT ¢
o7} Qleba el Ao aRle] 71gle] AR e Frkael 2RSS APeris 48 4
FEAIAE 238 TS I, o o wF Bhh B4 AU gaae fad
%7} o

ataL 1o AEstA AEshs FHed i ol E sHE & Akl oA o B Ao 4
b mE AN FReAE B mebd AT84e wo ARsE F4 A7 aFEn

9 2 7Fe el A% 0] B 28 A1 et ek B
gpolglom, 1960418 o5 719} A|F-ol T8 FAl % shbelekBalcaen and Ooghe, 2006).
e ) &

7]
AFEL i 2 (Beaver, 1967) =& U 2 (Altman, 1968) 24 Q91 By T8 Z2ARYES 7}
Z} A A P HOhlson, 1980). 53], Altman(1968)¥ Ohlson(1980)°] A3 EAH ZHEL o] %
T TEANA L Z}Zﬂi T e d Mo Wy o] o] &y o] oa1 . Hto=

§
2 rlo
2

oA TR BEFRYSo] vk spE o] o]§5 L IYTHSun et al, 2014).
A7 SRy B oohue}, A2 o] 43 Sl dei e A5 I H gk o E
£0°], Lamont et al.(2001)= A4+ o] F7hrolEs AHsts AP 2RIJAAE FRlstr] 9

* Lamont et al.(2001)8] ATl = FAE $g A FAmxEo] of# 9zl Ay & Bt 3ol /fde s
M A F-A) <K(financial constraints)e It Jdo Y25 ”a%}—?f A -2 7 (financial distress)®@ T-3&-38ho]
AFEEFIL 9131, Whited and Wu(2006)2 %Ake] 2to] 2 S 98] B ad Agzdo] whiks] g
AR g 220 7) dE 719 Aol2 A9t 22U Lamont et al.(2001)ZF Whited and
Wu(2006) =7 Q178 skzo] F gole A= Ausc] ‘M\Jr dLs] Pt o AV JerE, I

WHORE T golt 9ud TET WayS oAl £8uo] AEH/E s Ao uad 2
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§3tol G SHATE 2B B, AZRPL oS3 FAnA WA Jgo] Bl A
T AP AT ARG BA Fom AP 2ANFE FYT Gul et al(2018)9]
T A EAT Gul et al Q0I)el Sk HYATE e AT ool uhel Aol
At ol Gsith 3, ATEA ABANE HAzAIY FAS Fe) A A0E FHen
W ABusE FUsE 7 ANEE, Tl it A9AE WREAY He Hasa
RAS $7 58 B9 o Fohurks olth Wb o] Aol AnSe] S/t e,
W, HYAT BE AnE A gARRS Aels] ()¢ #(Krishnan & Wang,

2015, A7 o1, 2017)+= 7190l AF-27ol AskA] ok W vepsith

€] S YERER ATl 7148 gl of GA whE-ah=Ttel] wEk A
TEo] Fx7FE F Ak S g iAot Ay = AEEolv ARt 5 A S
o EA) 714443 2013; olAF T 2019) <ol %, 74| 7 49 (client’s business risk)©]
729 & (audit risk) 2 22 918 7FARQle] 743§ & (auditor’s business risk)ell d &S w2 4
AL whEpA] AR 1o REG-Hh= A o]t} Palmrose(1987)9l ©]3tH 7HARRIS dido= o
2FAAES] oF AnivteFo| Al 1A o] Thito] Mo, o] S g HE AFH FAE
e S

AR T @
and McDaniel, 1989), 7FA}¢1&
9 4sA Hot

upeba o] Adte] A8 A1 ol 035(}% D]i] Al EE1r O'Keefe et al.(1994) = Eﬂ
HE| A2 S5 o] A Ae
gk A dEe HolFoith
Stice(1994)¢] Aol A &= FHARGIe] Ay Z}at
Thal o AR = AR S

= FAo] 7Y s 2 (Kreutzfeldt and Wallace, 1986; Kinney
A ZPAY TS E ISR ZkaS olF =

O

+ 2 o
AR 2] Aol e SO BHE T8 & S L BAAEE 2919 7
99l WAS Fal Aol Aol SO JF AL wAL APy wa
Aes, 7199 4990 A ARAR A4 318 B AN S,
o] 2498 F718 Fa 4AI A9NYE MIAZRT ek mebd gaple
Agel gl 2 AT AN A @AY, EE A% BAREE S
B RAEAE e B sl frk agnE J19e] ATERY) ARt ALEE PAke)
& AusE o Fuste @ Aolng, AUS obdlsh 2ol BV FHE AR B,



gEof, AL wd] a5l da S AYsie 23 Adoz IS 328 ST =
|3 ol =S 348k SFHO'Keefe et al, 1994;

Pratt and Stice, 1994). B8+ M3 A= FFARATFolu 2 PAFAI 7S] Q) o] o] 2 A& A8}
= 392 Busty YriEFYd 5, 2006; Caramanis and Lennox, 2008). Wt 2 Ao A%
7199 AFLA SR 1g A1 ARG F7HF AP A st o]oj x|, 11 Ad A
* S WAskE &3 9A AstE Ao ® 5T 5 Qlvh webA T A 7S ofef et
o] thAl7HE FElE A2 gt

[7ha 2] A7) ol zgol A frold (0] GRS BARGIE He Hetol A 1}

Ehtt.

auditfee(EM) = o + 3, distress + (3, size + Bylev + B,r0a + B5cur + Bsloss (1)
+ B, growth + B funding + 3,age + 3,,ceooun + [3,, ceotenure
+ B1,big + Biz0pin + B, maj + By for + 2ind + Zyear + €

auditiee. ARG AFAR T,

EM: $3F22%38(Dechow et al, 1995)° 2]3F o]z

distress: WW(Whited and Wu, 2006) ¥ SA(Handlock and Pierce, 2010)2] A|5+7 index % w94
For A7 SAG AT,

size: FAAEE] AR,

lev: B A (F5-A/ZA0);

F710] 9]/ A,

curt frE v & (5 FAD);

loss B71eEAY W 15 Fofatar Br)eEAo] obd o 05 Fodshe= yu);

gromtlti WE39GE,

finding: 7 B AT o] A div] 10% ol S7kehd 1
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age 714 99,
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ceotenure: 73 FAU71 9] AAZ T,

or: =AAEL 1008 F3 £ AART;
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EM,= TA,/JA, |~ [ay+a,(1/A, ) +a,(AREV,/A, | —AREC,/A, |)+ a;(PPE/A, )]

TA,JA,_, = ay+a,(1/A,_,) +a,(AREV,— AREC,/ A,_,) +a,(PPE/A,_,) +¢,

EM: Dechow et al.(1995)
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ol-&g TAH RPYEL b 2 A WA=, Whited and Wu(2006)

O A4S (Lamont et al. 2001; Baker et al. 2003; Cheng et al. 2014 5)°ll A

21+ Kaplan and Zingales(1997)2] 28 o] AR FEo| &3t Ho g 2l

A7 Bt R FEel AL RS wel= A = AFEAe SAHAE + A
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a o]% 2 Kaplan and Zingales(1997)2] #|4=7} ¢]&3F EHl 9] s =%
o gltk= A& 59, dv3E, WY, dMEA], 719, AAgBduiEAdd-E, s 7199 v
SAGE 2 AM 7] ARE o] &3 SAHARYS ofet ol AAYT

WW = —0.091 X ¢f —0.062 X divd +0.021 X [ ev —0.044 X size +0.102 X growthi 4)

—0.035 X growth

WW: Whited and Wu(2006)¢] 23@olA FE8 AF27;

of YL EHFEE/FAE

divd W3E AFPeH 15 Fosta, ofyH 05 Fofste yv);
lev: B A (F5-A/ZA0);

size: FAALE] AAR T,

growthi: Y3 & X EE,;

growthh &AL E,

FS E8 Y WW AF(EE WW index) & +57F 2t A& d5355 F50|
= W73 9 =S FARES M 7I9ETE AFEAY ThsAe] vl Be ¥
T At WW A GA AFA AokS 18e )18 % =& v AT oA &85
2 tHDuchin et al., 2010; Cheng et al, 2014 ).
E}% B o Jtoj A= Hadlock and Pierce(2010)7} A A3t size and age =3
3} SA A]<). Hadlock and Pierce(2010) ¢ 4] Kaplan and ngales(1997)9] 2y
o] Wk folEoA tE AdE A 2P A &S A7|sH3th Hadlock and
Plerce(2010)2 717t} o] A7 o 5ol FapAolek= @% o]-g&aA, + ¥
TAE of ot 2 RS A 71t 99 AF B ARG H] S A
©. 2 (Botosan and Plumlee, 2005; Chincarini et al., 2020), AH2Z222] o3} &
Aol = A AE 7H 4 & Folth Hadlock and Pierce(2010)2] 28 o] 7Fd o 44
Mevtow ZA4dke dadoldta & 4 UrkLiu et al., 2019).

SA = —0.737 X size +0.043 X size? —0.040 X listage 5)
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713 4080 7191 dolm, o714 4 o)
12 A A 2939 7]9d-doR TEo] ZAaHES

A
4% FRL 157 719-WoR Bajo] Feluelh

(lev; roa, cur, gromth, ©n 23X 1%62] Az o] &
olm, Yol H Ak 6wkl Hgk 3191¢] W9 tell A Hate oF 19 6xrtd eIt A
T4 Mes oM WAL BE el Sl A4 EeH, A4 Bl wE 7 AT
=7 W o Uekstth. wiE

"(payout)i= ¥iZol 255%2] 719-del A wjgo] gilth= Ae HoE.
o2 (EM)2 FH4EL B, 1%l M 4] EAE sl
=

o
Holth. dlH A (len ] H@ e w7 R 1% sl SAS AT

I
B

the] 2 B o A3

1 o)de] gh& BojF=u, At giu] FRANZ F43 o] 1 opde| B Fapie] ()20 &
B2 7)ol o] 1% W9 o) o] gtk A onlgith ROA A 1% FFollA =
92 FAE YA -1 oJske] ()9 kol ol vk 1% Eetal Ve AT H gk
o 7= oF 47%9] AR AN L3} 2%] ROA, 6% A5, oF 21%2] 719014 Sape bl
Y, Taela EANYL 20% Aol AAEH L Qe BHS HolFo|, TR ) FHH VYgES

AEA oz HgEol g o & 9

%] B 11% Hola Hhzke 83%°l ol2W, HAxA 7] (ceotenure) =
Fo] Hire 46630 Hjgte] 163¢ld], o] HAEo] A=
= Z7dske] 17d o) A7 GAEe] AAN SR 1619 HU#S
Azfo|t} Hl& 2 YRt IR 100S w3tal 225 FH3 HAUFFAEE(ma) H
& AWMEE 502%0014 90.4% Abolol A it 45%2 HolF T ot wp AR 9

o 100& ¥sta Z1E AT Y=AdA &Y (br) LT 0%l A 89.73% AloleollA
105%5 ATk 22 Wl 7199 674%7F P 3 A 12| AAME W9k 0w (big), 0.3%E Al €]

stals A AS WU tHopin).

Mo ®



MF=Zo| ZAtE o D[Rz dg 82

CE D 7|esAE

=y ERaRE S Z[CHgk EFHX

auditfee 11.598 11.408 8.700 14.947 0.762
ww -0.897 -0.910 -1.068 -0.563 0.090
SA 1.763 1.579 -1.029 6.407 1.565
payout 0.255 0.000 0.000 1.000 0.436
EM 0.003 0.004 -0.372 0.368 0.076
size 20.133 20.014 16.300 25.926 1.474
lev 0.465 0.478 0.048 1.063 0.196
roa 0.019 0.030 -1.008 0.336 0.085
cur 1.913 1.366 0.247 15.871 1.876
loss 0.217 0.000 0.000 1.000 0.412
growth 0.059 0.036 -0.799 4.236 0.270
funding 0.213 0.000 0.000 1.000 0.410
age 3.443 3.714 0.693 4.625 0.734
ceoown 0.109 0.038 0.000 0.833 0.137
ceotenure 1.516 1.387 0.000 2.833 0.659
big 0.674 1.000 0.000 1.000 0.469
opin 0.997 1.000 0.000 1.000 0.056
maj 3.703 3.801 0.000 4.500 0.472
for 1.299 1.565 -8.099 4.096 1.837

D) A4 AL A (DelA (5) Alel 229 sid A=

< 2>E AURIARAN ARE BT gtk 7HA 19 Y e A (auditee) 9k Al 7t
A AR A(WW, SA, payout) Arololl=, SANATE 71djeh 22 F(+)9] F2g #A7F
Ehgton, WWRL payoute P2 S(-) o2 {98 AaaAE Bl 9t o] 71 29 #
AH = o2 A(EM)T} Al 7HA] W Abole] fAll A vpxibA| ol A g E o] MpE ] AFy
A5 P FofatAl eAY 7l v kel &) WS Yehla itk e, Al
B} WETe] BA7F ne A ggtonz Ao ARE AEAS 5 AR
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=2HFGsE|R| M17d He=
(E 2) g s
(1) @ © 4 (5 ©6) 7 8 ©) (10 | an | (12 | (3 | (4 | (15 | (6 | (17 | (18 | (19)
(1) auditfee 1
@ ww -0.559 1
<.0001
3 s4 0781 | -0.771 1
<0001 | <0001
@ payour | -0.113 | 0523 | -0.258 1
<0001 | <0001 | <0001
(5) EM -0.044 | 0000 | -0.003 | -0.064 1
0084 | 0991 | 0906 | 0011
(6) size 0785 | -0.823 | 0951 | -0.239 | -0.008 1
<0001 | <0001 | <0001 | <.0001 | 0.761
() lev 0268 | -0.114 | 0212 | 0247 | -0.100 | 0.229 1
<0001 | <0001 | <0001 | <0001 | <0001 | <.0001
® roa 0038 | -0.330 | 0.60 | -0441 | 0397 | 0.182 | -0.287 1
0.129 | <0001 | <0001 | <0001 | <0001 | <0001 | <.0001
©) cur -0206 | 0.124 | -0.152 | -0.121 | 0.069 | -0.183 | -0.643 | 0.106 1
<0001 | <0001 | <0001 | <0001 | 0.006 | <0001 | <0001 | <0001
(10) foss | ~0039 | 0299 | -0.120 | 0487 | -0226 | -0.146 | 0287 | -0.641 | -0.120 1
0.117 | <0001 | <0001 | <0001 | <0001 | <0001 | <0001 | <0001 | <0001




MERH0| ZALE o O[X|= Y& 84
I 2 ) AREAIEA (cont.)
(1) 2 (€)) (4) (5) 6) (7) [tC)] ) (10) (11) (12) (13) (14) (15) (16) (17) (18) (19)
(11) growth -0.030 | -0.121 -0.015 -0.050 0.060 -0.004 | -0.028 0.172 -0.025 -0.136 1
0.238 <.0001 0.585 0.046 0.017 0.869 0.270 <.0001 0.328 <.0001
(12) tunding 0.142 -0.056 0.125 0.058 0.008 0.120 0.177 -0.110 | -0.101 0.113 0.034 1
<.0001 0.025 <.0001 0.021 0.743 <.0001 <.0001 <.0001 <.0001 <.0001 0.182
(13) age -0.073 | -0.013 | -0.262 0.046 0.007 -0.051 -0.008 | -0.065 0.026 0.077 -0.026 | -0.028 1
0.004 0.601 <.0001 0.066 0.767 0.041 0.765 0.010 0.296 0.002 0.301 0.273
(14) ceoonn -0.248 0.097 -0.217 | -0.160 0.052 -0.197 -0.264 0.088 0.189 -0.073 | -0.012 | -0.108 0.154 1
<.0001 0.000 <.0001 <.0001 0.038 <.0001 <.0001 0.000 <.0001 0.004 0.632 <.0001 <.0001
(15) cecterure -0.229 0.186 -0.294 | -0.059 0.039 -0.275 -0.145 0.078 0.138 -0.075 0.002 -0.130 0.108 0.270 1
<.0001 <.0001 <.0001 0.018 0.120 <.0001 <.0001 0.002 <.0001 0.003 0.942 <.0001 <.0001 <,0001
(16) big 0.424 -0.363 0.456 -0.165 | -0.067 0.437 0.092 0.123 -0.097 | -0.120 0.003 0.074 -0.187 | -0.198 | -0.242 1
<.0001 <.0001 <.0001 <.0001 0.008 <.0001 0.000 <.0001 0.000 <.0001 0.903 0.003 <.0001 <.,0001 <.0001
(17) opin -0.056 0.001 -0.035 -0.071 0.118 -0.033 -0.112 0.255 0.036 -0.107 0.057 -0.026 0.016 0.031 0.027 -0.015 1
0.026 0.981 0.189 0.005 <.0001 0.187 <.0001 <.0001 0.156 <.0001 0.024 0.306 0.528 0.216 0.278 0.548
(18) maj -0.110 -0.185 0.084 -0.270 0.008 0.076 -0.163 0.286 0.061 -0.222 -0.015 -0.116 -0.134 0.205 0.042 0.139 0.016 1
<.0001 <.0001 0.002 <.0001 0.748 0.002 <.0001 <.0001 0.015 <.0001 0.545 <.0001 <.0001 <,0001 0.092 <.0001 0.527
(19) for 0.434 -0.446 0.508 -0.294 | -0.039 0.490 -0.196 0.211 0.191 -0.238 | -0.007 0.008 -0.163 | -0.094 | -0.106 0.291 0.028 -0.042 1
<.0001 <,0001 <.,0001 <.0001 0.124 <.0001 <.0001 <.0001 <.0001 <.0001 0.787 0.745 <.0001 0.000 <.0001 <.,0001 0.274 0.095
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Tro
1 @ 3)
auditfee auditfee auditfee
ww 0.828**
(2.427)
SA 0.2071 ***
(5.792)
payout 0.037
(1.382)
size 0.438%** 0.206%** 0.403%**
(24.183) (5.969) (40.047)
lev 0.141** 0.165%* 0.153%**
(2.040) (2.209) (2.218)
roa 0.062 0.060 0.050
(0.914) (0.877) (0.732)
cur -0.029%** -0.026*** -0.027%**
(-4.384) (-3.718) (-4.210)
loss 0.011 0.031 0.018
(0.390) (1.042) (0.649)
growth 0.006 0.001 0.001
(0.870) (0.162) (0.150)
funding 0.026 0.016 0.026
(1.138) (0.645) (1.107)
age 0.0571*** 0.148%** 0.051***
(3.514) (6.930) (3.467)
ceoown 0.060 -0.004 0.057
(0.736) (-0.050) (0.701)
ceotenure 0.010 0.030* 0.009
(0.648) (1.758) (0.604)
big 0.189%** 0.173%** 0.188***
(7.939) (6.521) (7.864)
opin -0.172 -0.143 -0.170
(-1.040) (-0.858) (-1.030)
maj -0.182%%** -0.228%** -0.186***
(-7.631) (-9.009) (-7.743)
for 0.016** 0.011 0.016%*
(2.527) (1.555) (1.933)
Constant 3.842%** 7.264%** 3.784%**
(13.797) (11.186) (13.415)
Ind.&Year controlled controlled controlled
Obs. 1,577 1,418 1,577
R-squared 0.769 0.765 0.768
F 91.81 80.71 91.50
1) Z3ehe t3h2 UERE. 2) ##*  p<0.01, ** p<0.05, * p<0.1
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CE 4 ) M7l o|e=Fo| D|xl= Gl &tet OLS =724

() ) (3)
EM EM EM
ww 0.420%**
(6.466)
SA4 -0.002
(-0.302)
payout 0.012%*
(2.354)
size 0.020%** 0.005 0.002
(5.868) (0.682) (1.124)
lev -0.030%* -0.017 -0.022*
(-2.285) (-1.205) (-1.670)
roa 0.187%** 0.175%** 0.180%**
(14.378) (13.061) (13.729)
cur 0.000 0.001 0.001
(0.261) (0.600) (0.737)
loss -0.035%** -0.030%*** -0.029%%**
(-6.527) (-5.157) (-5.332)
growth 0.002 -0.001 -0.001
(1.394) (-0.582) (-0.575)
funding 0.010** 0.011** 0.010**
(2.301) (2.423) (2.170)
age -0.001 -0.003 -0.002
(-0.414) (-0.672) (-0.537)
ceoown 0.023 0.008 0.019
(1.488) (0.472) (1.242)
ceotenure -0.000 -0.001 -0.001
(-0.163) (-0.395) (-0.342)
big -0.010%** -0.014%** -0.011**
(-2.237) (-2.753) (-2.450)
opin 0.062* 0.062* 0.062*
(1.960) (1.899) (1.960)
maj -0.006 -0.010* -0.008*
(-1.285) (-1.960) (-1.803)
for -0.003** -0.004*** -0.003 ***
(-2.240) (-2.895) (-2.658)
Constant -0.044 -0.092 -0.063
(-0.833) (-0.725) (-1.154)
Ind.&Year controlled controlled controlled
Obs. 1,577 1,418 1,577
R-squared 0.247 0.236 0.229
F 9.072 7.655 8.220
1) Z3eke (3hS UERE. 2) *#*  p<0.01, ** p<0.05, * p<0.1
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€)) (2) 3)
EM EM EM
ww 0.074
(0.465)
SA -0.016
(-1.468)
payout -0.018*
(-1.655)
Constant -0.302%** -0.614%%* -0.309***
(-2.721) (-2.614) (-2.852)
control variables controlled controlled controlled
Ind.&Year controlled controlled controlled
Obs. 396 395 396
R-squared 0.445 0.450 0.449
F 5.667 5.755 5.760

1) BIQH (3 WER. 2) #x

ol

t2l ZfI01A A

p<0.01, ** p<0.05, * p<0.1

ol o|=Hof o|X|

of &gt OLS &#EM

(1) B (3)
EM EM EM
ww 0.387%**
(2.991)
SA 0.017
(0.903)
payout 0.017*
(1.661)
Constant 0.298** 0.722%** 0.320**
(2.098) (2.228) (2.230)
control variables controlled controlled controlled
Ind.&Year controlled controlled controlled
Obs. 405 314 405
R-squared 0.326 0.339 0.315
F 3.677 3.060 3.487

1) 3% tahs YeRY. 2) *=+x p<0.01,

** p<0.05, * p<0.1
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<R OD>FHE AWTBAY SARTE BAGH] GUth <3 5>¢F <X 6>9 A5 Ade
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& Al ARk depdtiar o 53¢ 7HA 27F ER1E AT & F 9l ole AFEA o 2l
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-
Augel FRH Ft dabed) o
Z

olzf o] <FE T>HE <F P7FA = 7P 29 B E UA <F 4o <F 6>7HA 9] AE
L2523 (Dechow et al.,, 1995) WAl I4g] 28 (Kothari, 2000) 2.2 A 5§ Adfo|t), F7h
Ao e EAHS Bis B2 s}

CE T ) MFZZ0| Kothari A O|Z=Hol| 0|Xl= G&kof 28t OLS =|7EM

0 @ 3)
Kothari Kothari Kothari
ww 0.468***
(7.044)
SA 0.002
(0.291)
payout 0.014%**
(2.745)
Constant 0.035 0.056 0.013
(0.643) (0.431) (0.229)
control variables controlled controlled controlled
Ind.&Year controlled controlled controlled
Obs. 1,577 1,418 1,577
R-squared 0.370 0.362 0.352
F 16.22 14.06 15.04

1) 23S 13+ UeR. 2) ##*%  p<0.01, ** p<0.05, * p<0.1



Z2oflA &Y

0| Kothari H& o|2lz=Hof O|xl= F&of
OLS &#HEM
€)) (2) 3)
Kothari Kothari Kothari
ww 0.095
(0.589)
SA -0.016
(-1.449)
payout -0.018
(-1.595)
Constant -0.280** -0.594** -0.290%**
(-2.503) (-2.505) (-2.653)
control variables controlled controlled controlled
Ind.&Year controlled controlled controlled
Obs. 396 395 396
R-squared 0.499 0.503 0.502
F 7.023 7.112 7.113
1) B3He tihs YR, 2)

(E 9 ) AT SHI=2{0M

p<0.01, ** p<0.05, * p<0.1

0| Kothari B{& 0]2
OLS 3|7EAM

Z=gof| ojxl= o

o

0 @ 3)
Kothari Kothari Kothari
ww 0.402***
(3.045)
SA 0.020
(1.082)
payout 0.019*
(1.823)
Constant 0.349%** 0.851%** 0.369%*
(2.408) (2.575) (2.519)
control variables controlled controlled controlled
Ind.&Year controlled controlled controlled
Obs. 405 314 405
R-squared 0.361 0.383 0.351
F 4.298 3.693 4.105
1) 2ok (3hs

2) ##%  p<0.01, ** p<0.05, * p<0.1
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The Effect of Financial Distress on Audit Fees

Choi, Jun Hyeok* + Kim, Saerona**

(Abstract)

In this study, we provided an empirical test on whether auditors increase audit fees as the
likelihood of corporate financial distress increases. We used a total of 1,578 firm-year data from
2009 to 2017, excluding the missing values of audit fees, financial difficulties, earnings
management, and other financial data among the KOSPI companies.

Our test results are as follows. First, as we used three proxies of financial distress, we
discovered that financial distress significantly increased audit fees. This mignt be primarily
because auditors request higher returns to cope with the increased business risk of their clients.
Second, some choices of distress variables show that financial distress positively impacts earnings
management, as prior studies have reported. We also discovered that this positive relationship is
valid only when audit fees are lower, which means that higher audit fees are requested not just
to compensate for the increased risk but to strengthen audit processes, resulting in the minimum
effects of the distress on earnings management.

This study primarily examines the effects of financial distress on auditors, and we believe that
our research has a contribution to the literature as few studies have examined this issue. Our
study also contributes to the literature in that we confirm that auditors assess the business risks
of a client and set audit fees through the environment of financial distress. We also discovered
that auditors increase audit fees not only to get the proper rate of return corresponding to the
increased risk but also to improve the quality of the audit. Therefore, we believe that this study
increased the understanding of auditor's client risk assessment and corresponding actions during
contracting with clients and establishing an audit plan.

However, the empirical tests did not show consistently robust results in all models.
Furthermore, this study is based on the unverified assumption that the statistical models can
predict our sample's financial distress well. Therefore, it is necessary to have follow-up tests in
more robust research environments.

Key Words : Financial Distress, Audit Fees, Earnings Management
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