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1 Introduction 

Accounting scandals and collapses of prominent international corporations, 

such as Parmalat and ComROAD in Europe, or WorldCom and Enron in the 

United States, as well as the global financial crisis of 2008 have increasingly 

put the focus on the role and scope of audits. The European Commission pub-

lished in the aftermath of the financial crisis a Green Paper “Audit Policy: 

Lessons from the Crisis” on October 13th, 2010, which, amongst others, raises 

the question of how auditor independence and therefore audit quality can be 

enhanced.1 One of the propositions was to implement a mandatory rotation of 

audit firms because it is argued that “situations where a company has ap-

pointed the same audit firm for decades seem incompatible with desirable 

standards of independence.”2 The debate of whether mandatory audit firm 

rotation enhances audit quality is not new and has been subject to extensive 

discussion among regulators, investors, professional accountants, and re-

searchers.3 Proponents of a mandatory audit firm rotation requirement argue 

that an extended relationship leads to threats to the audit firm’s independence, 

e.g. due to financial interests in keeping a client or extensive personal rela-

tionships with a client.4 Opponents of a mandatory audit firm rotation, how-

ever, argue that an effective audit requires start-up costs, i.e. costs to build up 

client-specific knowledge and time to get familiar with the client’s business, 

processes, systems, people, and risks.5 The lack of client-specific knowledge 

in the early years of the audit firm engagement is argued to have negative 

effects on the ability to detect (material) misstatements in the client’s finan-

cial statements.6 The above-presented arguments also apply to a certain extent 

to individual audit partner tenure.7 From a theoretical point of view, it is not 

                                                 

1  Cf. European Commission (2010), pp. 10 ff. 
2  Ibid., p. 11. 
3  Cf. AICPA (1978), pp. 108 f.; FEE (2004), pp. 1 ff.; Arruñada/Paz-Ares (1997), 

pp. 31 ff.; Davis et al. (2009), p. 517. 
4  Cf. Hoyle (1978), p. 72; Arruñada/Paz-Ares (1997), p. 45; Myers et al. (2003), p. 781; 

Carey/Simnett (2006), pp. 656 f.; Davis et al. (2009), p. 521; Litt et al. (2014), p. 65. 
5  Cf. Chi et al. (2009), p. 362; PwC (2012), p. 3. 
6 Cf. Arruñada/Paz-Ares (1997), p. 45; Johnson et al. (2002), p. 642; Car-

cello/Nagy (2004), p. 58; Chi et al. (2009), p. 362. 
7  Cf. Chi/Huang (2005), p. 362; Chen et al. (2008), p. 420. 
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possible to draw a conclusion as to whether extended auditor8 tenure enhances 

or harms audit quality and whether mandatory rotation is a proper measure to 

safeguard audit quality. “Ultimately, the association between auditor tenure 

and auditor reporting is an empirical question […].”9 

There is a fairly rich body of empirical studies investigating the relation be-

tween audit firm tenure and audit quality in regimes where mandatory rotation 

of audit firms is not prescribed. The results of these studies generally do not 

point to extended audit firm tenure having detrimental effects on audit quali-

ty. Empirical evidence on the effect of mandatory audit firm rotation is scarce 

since only a handful of countries have adopted such a requirement (e.g. Italy 

or Brazil).10 Only a very limited number of studies exist and the results of 

these studies are mixed and do not allow to draw a clear conclusion as to 

whether mandatory audit firm rotation enhances audit quality. At audit part-

ner level, empirical evidence is generally scarce, possibly due to data re-

strictions. Only a few countries publicly disclose the names of the audit part-

ners, e.g. Germany, Taiwan and Australia. The majority of the studies use 

samples where mandatory audit partner rotation is not prescribed. The results 

do not point to extended audit partner tenure having detrimental effects on 

audit quality. Unless audit partner tenure and audit firm tenure are perfectly 

correlated, studies investigating solely the effect of audit firm tenure or audit 

partner tenure are subject to omitted variable bias.11 Conclusions, for exam-

ple, as to whether to adopt mandatory audit firm rotation would be proble-

matic. Only a handful of studies examine the joint effect of audit firm and 

audit partner tenure on audit quality. Again, the results are mixed and do not 

provide clear evidence of extended audit firm and audit partner tenure having 

detrimental effects on audit quality. Overall, empirical literature on auditor 

tenure and audit quality fails to find clear evidence of extended auditor tenure 

having detrimental effects on audit quality. 

                                                 

8  In the following, the term “auditor” refers to both the audit firm and the individual 
audit partner. If specifically addressing to the audit firm or the individual audit partner, 
the respective term is used. 

9  Geiger/Raghunandan (2002a), p. 71. 
10  Cf. Ruiz-Barbadillo et al. (2009), p. 132. 
11  Cf. Chi/Huang (2005), p. 66; Bedard/Johnstone (2010), p. 68. 
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Although empirical evidence does not suggest that extended auditor tenure is 

associated with decreasing audit quality, standard-setters have already imple-

mented in various countries, e.g. the United States or selected countries in the 

European Union, a mandatory audit partner rotation rule, which is argued to 

enhance audit quality. For example, in Germany audit partners are to rotate-

off mandatorily if having signed the audit report in 7 or more instances.12 At 

audit firm level, the discussions around the Green Paper have led in 2014 to 

the Regulation (EU) No. 537/2014, which introduces a mandatory audit firm 

rotation rule. A 10 year or shorter term of audit firm rotation for all public 

interest entities in the EU is prescribed. The tenure can be further extended 

for up to a maximum of 10 years if a tender is undertaken, or up to a maximum 

of 14 years if a joint audit is adopted.13 Therefore, the European Commission 

has come to the conclusion that already existing measures to safeguard the 

auditor’s independence, such as mandatory rotation of audit partners, do not 

suffice. 

In this study, I investigate the relation between audit firm and audit partner 

tenure, and audit quality using a sample of listed non-financial companies in 

Germany. Given that the European Commission has implemented a manda-

tory audit firm rotation rule, this study contributes to the debate surrounding 

the recently implemented regulation and provides further empirical evidence 

on that matter. I choose Germany as the sample country since the audit reports 

of listed German companies publicly disclose the name of the audit firm as 

well as of the signing audit partners. This allows to examine the effect of audit 

firm tenure and audit partner tenure on audit quality. Similar to Taiwan, Ger-

man audit reports are signed by two audit partners, which creates complexities 

in measuring audit partner tenure.14 Unlike in Taiwan, however, the German 

audit report allows to identify the audit partner who carries the overall respon-

sibility for the planning and performance of the audit (engagement partner) 

                                                 

12  Cf. sec. 319a I 4 of the German Commercial Code (Handelsgesetzbuch, hereafter 
HGB). Unless otherwise stated, the cited norms of the HGB are in the version dated 
May 29th, 2009.  

13  Cf. European Commission (2014), sec. 17. 
14  Cf. Chen et al. (2008), p. 417. 
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and the audit partner that functions as the report critique (review partner).15 

Although not legally prescribed, the engagement partner signs the lower right 

side of the audit report, while the review partner sets the signature on the 

lower left side.16 A second feature special to the German setting is that a man-

datory rotation at audit firm level is in the sample period (2005-2011) not 

prescribed, whereas audit partners that have signed the audit report in 7 or 

more instances are to rotate-off.  

To investigate the effect of audit firm and audit partner tenure on audit quali-

ty, I use four common proxies used to infer audit quality: the auditor’s pro-

pensity of issuing a GCO, the probability of issuing a restatement, the proba-

bility of meeting or just beating analysts’ forecasts, and the magnitude of dis-

cretionary accruals. Since the different proxies used to infer audit quality have 

their strength and weaknesses, I use multiple proxies which allows to build 

greater confidence in the reported results.17 I analyze the effect of audit firm 

tenure and audit partner separately in order to compare the results with prior 

empirical findings. Furthermore, I run a joint analysis examining the effect of 

audit firm tenure after controlling for audit partner tenure to control for po-

tential omitted variable bias.  

Using the propensity of issuing a GCO, I find at best limited evidence that 

extended audit firm tenure is associated with a lower propensity of issuing a 

GCO, whereas I fail to find evidence linking engagement and review partner 

tenure with the propensity of issuing a GCO. The results of the joint analysis 

point into the same direction. The lack of convincing evidence, however, 

might be due to the special institutional setting in Germany. Audit firm rota-

tion is in the sample period voluntary, whereas a mandatory rotation at audit 

partner level is required. Client-specific quasi-rents are in such a setting po-

tentially unlimited at audit firm level, whereas being limited at audit partner 

level. Since these client-specific quasi-rents are assumed to create threats to 

the audit firm’s and audit partner’s independence, the asymmetrical manda-

tory rotation rule in Germany might create differing incentives at audit firm 

                                                 

15  Cf. sec. 24a, 24d II BS WP/vBP (status as of October 12th, 2012). 
16  Cf. Grounds for Individual Rules on sec. 27a I BS WP/vBP. 
17  Cf. Carey/Simnett (2006), p. 658. 
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and audit partner level. At audit partner level, the mandatory audit partner 

rotation rule limits client-specific quasi-rents, which might positively affect 

the audit partner’s level of independence. At audit firm level, potentially un-

limited client-specific quasi-rents might create financial interests for the audit 

firm in keeping a client. Therefore, at audit firm level pressure might exist in 

retaining a client, which is “passed” on to the individual audit partners in the 

audit firm (e.g. via governance arrangements that favor audit partners who 

keep/acquire clients or who generate audit fees by more favorably career out-

looks). This line of reasoning might give good reasons to believe that audit 

firm tenure has a moderating effect on audit partner tenure. The results exami-

ning a possible interaction effect between audit firm and audit partner tenure 

strongly suggest the presence of such an interaction effect. I find that audit 

quality increases with the tenure at audit partner level (i.e. higher propensity 

of issuing a GCO) and that the positive effect of increasing audit partner te-

nure on audit quality is moderated by increasing audit firm tenure, i.e. in-

creasing audit firm tenure negatively affects audit quality by negatively af-

fecting audit quality at audit partner level. 

With regard to the probability of issuing a restatement, I find that issuing a 

restatement is more likely in the early periods of audit firm tenure. At audit 

partner level, I find that the probability of issuing a restatement decreases with 

increasing engagement partner tenure, whereas I do not find evidence linking 

review partner tenure with the probability of issuing a restatement. In the joint 

analysis, the observed effect of audit firm tenure “disappears” and solely the 

negative effect of increasing engagement partner tenure on the probability of 

issuing a restatement remains. Thus, the finding that a restatement is more 

likely to be issued in the early periods of audit firm tenure is mainly due to 

engagement partner tenure. This result stresses the importance of including 

both audit firm and audit partner tenure when examining possible effects on 

audit quality. An interaction effect of audit firm and audit partner tenure as 

observed in the going-concern analysis cannot be substantiated. 

Using the probability of meeting or just beating analysts’ forecasts, I do not 

find convincing evidence linking audit firm tenure to the probability of meet-

ing or just beating analysts’ forecasts. I also do not find convincing evidence 
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of audit partner tenure being associated with the probability of meeting or just 

beating analysts’ forecasts. The results of the joint analysis point into the 

same direction. However, similar to the going-concern analysis, the lack of 

evidence is likely to be due interaction effects between audit firm and audit 

partner tenure. I find that increasing audit firm tenure negatively affects audit 

quality by negatively affecting audit quality at audit partner level. The results 

of the last proxy, the magnitude of discretionary accruals, fail to provide evi-

dence of audit firm tenure and audit partner tenure being associated with the 

extent to which income-increasing and/or income-decreasing accounting po-

licies are constrained. The results of the joint analysis do not yield differing 

results. An interaction effect between audit firm tenure and audit partner te-

nure cannot be substantiated either. 

This study contributes to the literature on auditor tenure and audit quality in 

at least two important ways. First, empirical evidence is mixed, which might 

be attributable to differing institutional settings, differing methodological ap-

proaches, and/or differing sample periods. For example, the exposure to liti-

gation risks is generally higher in common law countries (e.g. United States 

or Australia) than in code law countries (e.g. Germany or France),18 which 

might affect the probability of reporting a detected breach. Changes in the 

applicable financial reporting standards, the issuance of new financial report-

ing standards, or regulatory reforms, such as the Sarbanes Oxley Act 2002, 

might have also affected the ability of the auditor to detect, and the willing-

ness to report these misstatements.19 Thus, I add further empirical evidence 

on the audit firm/audit partner tenure and audit quality discussion. Further-

more, I provide additional evidence to the limited body of literature that ex-

amines the effect of audit firm tenure after controlling for audit partner tenure, 

which very few have done so far. Second, to my knowledge possible inter-

action effects of audit firm and audit partner tenure and the effect on audit 

quality have not yet been theoretically discussed and/or empirically investi-

                                                 

18  Cf. LaPorta et al. (2006), pp. 15 ff.; Francis (2011), p. 141. 
19  Cf. Davis et al. (2009), p. 522. 
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gated. I present new theoretical considerations for an interaction effect of au-

dit firm and audit partner tenure, and provide first empirical evidence on that 

matter.  

The presented findings, however, must be interpreted with caution. There are 

several caveats inherent to audit quality research, which might weaken the 

inferences of this study. For example, the magnitude of discretionary accruals 

as an indicator to which extent aggressive accounting policies are constrained 

is widely used, but remains a somewhat noisy measure.20 Similarly, using the 

incidences of financial restatements might lead to biased results. It is conceiv-

able that enforcement bodies especially focus on financial statements of com-

panies that have just switched audit firms/audit partners since the risk of ma-

terial misstatement is argued to be higher in the early periods. The results also 

cannot be generalized to institutional setting with mandatory audit firm rota-

tion and/or voluntary audit partner rotation.21 Nonetheless, I believe that the 

results still provide valuable insights for regulators, professional accountants 

and researchers. 

The rest of this study is organized as follows. Chapter 2 presents the theore-

tical and institutional background. Therein, the function of the audit in the 

context of the principal-agent model and arising issues when modeling the 

auditor as an economic agent (moral hazard problem) are discussed (section 

2.1). Since moral hazard problems on the side of the auditor are associated 

with audit quality, the following section (section 2.2) presents definitions of 

audit quality as well as drivers of audit quality. Although there are various 

views on how to define audit quality, all of them have in common that they 

reflect, to varying degrees, aspects of competence and independence.22 There-

fore, drivers of the auditor’s competence and the auditor’s independence are 

discussed in more detail. Section 2.3 outlines the institutional background of 

the statutory audit in Germany and provides a description of the regulatory 

                                                 

20  Cf. Chi et al. (2009), p. 361; Krauß et al. (2015), p. 71. 
21  Cf. Johnson et al. (2002), p. 640; Myers et al. (2003), p. 792. 
22  Cf. Watkins et al. (2004), pp. 153 f. 
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requirements that are implemented to safeguard the competence and inde-

pendence of the auditor. Chapter 2 concludes with a brief description of cur-

rent developments with regard to the statutory audit (section 2.3). 

In Chapter 3, common proxies used in auditing research to infer audit quality 

are described (section 3.1). These are the “accuracy” of a GCO, the propensity 

of issuing a GCO, the probability of issuing a restatement, enforcement ac-

tions and successful litigation against auditors, the probability of meeting or 

just beating certain earnings benchmarks, as well as the magnitude of discre-

tionary accruals. I also discuss to what extent these proxies provide insights 

to audit quality. Section 3.2 reviews relevant literature and section 3.3 then 

formulates the research questions and develops the hypotheses. Hypothesis 1 

tests the relationship between audit firm tenure and audit quality, whereas 

Hypothesis 2 tests the relationship between engagement partner and audit 

quality (Hypothesis 2a) and the relationship between review partner tenure 

and audit quality (Hypothesis 2b). Hypothesis 3 then tests the relationship of 

audit firm tenure after controlling for engagement and review partner tenure. 

Chapter 4 describes the research design, wherein the measurement of the test 

variables, i.e. audit firm tenure, engagement partner tenure and review partner 

tenure, as well as the measurement of various auditor-specific traits (e.g. audit 

firm size, industry expertise, level of work experience of the audit partners, 

etc.) are presented. Furthermore, the sample selection process is described. 

Chapter 5 then presents the results of the empirical analysis. The results of 

the analyses are reported by the different proxies used to infer audit quality: 

the auditor’s propensity of issuing a GCO (section 5.1), the probability of 

issuing a restatement (section 5.2), the probability of meeting or just beating 

analysts’ forecasts (section 5.3), and the magnitude of discretionary accruals 

(section 5.4). Each analysis begins with a description of the specific method 

and the model specifications, followed by descriptive statistics and univariate 

results. The results of the multivariate analysis are reported separately for the 

hypothesis testing the effect of audit firm tenure on audit quality (Hypothe-

sis 1), for the hypotheses testing the effect of engagement and review partner 

tenure on audit quality (Hypotheses 2a and 2b), and for the hypothesis testing 
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the effect of audit firm tenure on audit quality after controlling for engage-

ment and review partner tenure (Hypothesis 3). The analysis of each proxy 

concludes with a brief summary of the results.  

The last chapter (Chapter 6) presents the overall conclusion, including the 

limitations inherent to this study, as well as future research opportunities. 
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2 Theoretical and Institutional Background 

This chapter provides an overview of the theoretical and institutional back-

ground of the statutory audit. Section 2.1 describes financial accounting as an 

information system, and external auditing as a means to verify managers’ re-

ported figures in the context of the agency theory. Section 2.2 then discusses 

the term audit quality and drivers of audit quality. The last section in this 

chapter ( 2.3) outlines the regulatory requirements for the statutory audit in 

Germany. 

2.1 Asymmetric Information and the Role of the Auditor 

The separation of ownership and control in a company creates an agency 

problem. This problem arises since claimholders (principals) and managers 

(agents) of a company are assumed to be utility maximizers, which creates 

conflicting goals. It is assumed that managers are better informed about the 

company performance, and claimholders cannot fully observe the actions of 

managers.23 With managers being better informed, i.e. information being 

asymmetrically distributed between both parties,24 managers may make deci-

sions that are not in the interest of claimholders.25 A means to alleviate the 

agency problem is co-aligning the interests of managers and claimholders by 

an outcome-based remuneration for managers, and having managers publish 

audited financial statements.26 The following sections discuss the principal-

agent model and the function of an external audit in more detail. 

2.1.1 The Principal-Agent Model 

 Origins of Agency Problems 

In a large modern corporation, ownership is more or less separate from con-

trol, which is put into the hands of managers.27 This creates an agency rela-

tionship, which is defined as a contract “under which one or more persons 

                                                 

23  Cf. Jensen/Meckling (1976), pp. 308 f.; Penno (1985), p. 240.  
24  Cf. Ng (1978), p. 911. 
25  Cf. Jensen/Meckling (1976), p. 308; Arrow (1985), pp. 38 f. 
26  Cf. Jensen/Meckling (1976), pp. 312 f.; Eisenhardt (1989), p. 60. 
27  Cf. Fama (1980), p. 289. 
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(the principal(s)) engage another person (the agent) to perform some service 

on their behalf which involves delegating some decision-making authority to 

the agent.”28 Therefore, an agency relationship is present whenever one indi-

vidual depends on the actions of another.29 In an ideal world, principals and 

agents would have no conflicts of interest and information between parties 

would be symmetrically distributed (because information would be perfectly 

available and free of costs). Each individual would perform the agreed-on 

task.30 Applying that ideal relationship to a managerial context, claimholders 

(principals) would simply have to offer managers (agents) a contract that 

guarantees a remuneration that is independent of the managers’ perfor-

mance.31 This remuneration scheme would ensure that managers operate the 

company as if it were theirs.32 

An agency problem arises if managers and claimholders are assumed to be 

utility-maximizers, and information is asymmetrically distributed between 

both parties.33 Modeling managers and claimholders as utility-maximizers 

creates conflicting goals.34 The primary concern of claimholders is the com-

pany performance. The company performance is assumed to depend on the 

incurred work effort of managers, with a higher level of incurred work effort 

increasing the probability of better company performance.35 Naturally, claim-

holders are interested in high levels of work effort from managers. The input 

factor work effort, however, is costly for managers and is therefore tend to be 

                                                 

28  Jensen/Meckling (1976), p. 308. 
29  Cf. Ross (1973), p. 134; Pratt/Zeckhauser (1985), p. 2. 
30  Cf. Macho-Stadler/Pérez-Castrillo (2001), p. 19. 
31 Such a remuneration scheme is only an optimal contract if claimholders are risk-neut-

ral and managers are risk-averse. The basis for these assumptions is that claimholders 
are able to diversify their assets perfectly. Managers, acting as agents, are risk averse 
since not having the opportunities to diversify their investments (talent, skills, etc.). 
Furthermore, risk-neutrality would imply that managers were insensitive to losses. 
Such an assumption only holds if potential losses are small in relation to the managers’ 
personal wealth. Cf. Shavell (1979), pp. 65 f.; Arrow (1985), p. 45; Furubotn/Rich-
ter (2005), p. 213. For optimal remuneration schemes under symmetric information 
and different risk attitudes, see Macho-Stadler/Pérez-Castrillo (2001), pp. 23 ff. 

32 Cf. Pratt/Zeckhauser (1985), p. 2; Macho-Stadler/Pérez-Castrillo (2001), p. 25. 
33  Cf. Jensen/Meckling (1976), p. 308; Eisenhardt (1989), p. 58. 
34  If there were no conflicts of goals, an agency problem would not arise regardless of 

how information is distributed. Cf. Macho-Stadler/Pérez-Castrillo (2001), p. 19. 
35  Cf. Ballwieser (1987), p. 330. 
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minimized. Thus, the company performance (in the case of a fixed remunera-

tion scheme) is not necessarily the primary concern of managers.36 Moreover, 

the separation of ownership and control creates information asymmetries be-

tween managers and claimholders. Managers are assumed to be better-in-

formed about the company performance (hidden information).37 Furthermore, 

claimholders cannot fully deduce the behavior of managers from the company 

performance (hidden actions) since the company performance is also influ-

enced by stochastic events, i.e. events that are beyond the managers’ reach. 

As the behavior of managers, the stochastic events are only fully observable 

by managers themselves.38 The presence of conflicting goals and asymmetri-

cally distributed information creates a moral hazard. Managers may be in-

duced to make decisions that are not in the interest of claimholders.39 For 

example, managers could only exercise low work effort and attribute poor 

company performance to events that are beyond their control (e.g. unfavora-

ble macroeconomic events).40 

 Agency Costs and Moral Hazard 

A possible means of alleviating the moral hazard problem is to incur agency 

costs, which are defined as the sum of monitoring expenditures by principals 

(claimholders), bonding expenditures by agents (managers), and the residual 

loss.41 Monitoring expenditures are incurred to control, measure, or observe 

managers’ behavior.42 Managers’ self-serving behavior can be limited by in-

creasing their fraction of the equity in the company, which also increases the 

fractional claim on the outcome (outcome-based remuneration). The out-

                                                 

36  Cf. Ballwieser (1987), p. 330; Macho-Stadler/Pérez-Castrillo (2001), p. 19. 
37  Cf. Ng (1978), p. 911. 
38  Cf. Arrow (1985), p. 37; Ballwieser (1987), p. 330. 
39  Cf. Jensen/Meckling (1976), p. 308; Arrow (1985), pp. 38 f.; Eisenhardt (1989), 

pp. 58 ff. 
40  Cf. Jensen/Meckling (1976), p. 308; Furubotn/Richter (2005), pp. 162 f. 
41 Cf. Jensen/Meckling (1976), p. 308. The residual loss is defined as the difference be-

tween the profit that could be accrued in the first-best solution and the profit that is 
available, including transaction costs and the welfare of the principal that is not max-
imized by the agent. Cf. Furubotn/Richter (2005), p. 165. 

42  Cf. Jensen/Meckling (1976), footnote 9.  
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come-based remuneration co-aligns the preferences of managers and claim-

holders and reduces the conflicts of interest.43 Furthermore, establishing in-

formation systems, such as financial reporting under GAAP (Generally Ac-

cepted Accounting Principles) that provide a retrospective description of the 

company performance, reduces information asymmetries.44 Financial reports 

also provide claimholders to a certain extent with information of managers’ 

behavior. Although the company performance is not entirely dependent on 

the actions of the managers, the disclosure of financial reports makes 

managers’ behavior, i.e. decisions taken by the managers and incurred work 

effort, somewhat verifiable for claimholders. Financial reports can therefore 

increase the probability that managers chose actions that are in the best inter-

est of claimholders.45 

An outcome-based remuneration (e.g. linking the remuneration of managers 

to reported earnings figures under GAAP) and the disclosure of financial re-

ports co-align the interests of claimholders and managers, and reduces infor-

mation asymmetry. The disclosed earnings figures that represent the company 

performance, however, are subject to managers’ discretion, such as account-

ing method changes or other accounting policy matters.46 To maximize remu-

neration, managers might have incentives to overstate earnings figures by se-

lecting favorable reporting methods.47 To guarantee that no actions harming 

claimholders will be taken, or to ensure that claimholders will be compen-

sated if such actions are taken, managers incur costs (bonding costs).48 The 

costs of an audit of disclosed financial reports can be regarded as bonding 

                                                 

43  Cf. Jensen/Meckling (1976), pp. 312 f.; Eisenhardt (1989), p. 60. In the analysis of 
Jensen/Meckling (1976), managers are controlled by contracts. Fama (1980), however, 
hypothesizes that pressure from the labor market helps to discipline managers. Devia-
tions from contracts (ex-post assessment) will result in the adjustment of managers’ ex 
ante wages (future wages paid by a new company). Cf. ibid., pp. 288 ff. 

44  Cf. Ng (1978), pp. 911, 918; Eisenhardt (1989), p. 60. 
45  Cf. Ballwieser (1987), p. 330; Eisenhardt (1989), p. 60. Other means to control, meas-

ure or observe managers’ behavior include imposing budget restrictions, operating 
rules, etc. Cf. Jensen/Meckling (1976), footnote 9. 

46  Cf. Salamon/Smith (1979), pp. 319 ff.; Demski et al. (1984), p. 17. 
47  Cf. Ng (1978), p. 917; Ng/Stoeckenius (1979), p. 2; Ballwieser (1987), p. 328. 
48  Cf. Jensen/Meckling (1976), p. 308. It is in the managers’ interest to incur bonding 

costs as long as the marginal benefits of each bonding activity is greater than their 
marginal costs. Cf. ibid., pp. 325 f. 
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costs.49 Auditing disclosed financial reports can detect deviations from 

GAAP, which decreases managers’ incentives to report overstated earnings 

figures.50 

2.1.2 The Role of the Auditor 

The separation of ownership and control leads to a moral hazard problem. 

The auditing of disclosed financial reports alleviates the moral hazard pro-

blem and induces more truthful reporting. The auditor can be modeled in two 

ways. First, as a perfect audit technology, which can detect untruthful repor-

ting of any kind. This implies that the auditor has no incentives and is there-

fore not a rational actor.51 And second, as an economic agent which models 

the auditor as a utility-maximizer. Modeling the auditor as a utility-maxi-

mizer, however, creates a moral hazard problem between the auditor and 

claimholders.52 The following sections discuss the consequences on the re-

porting behavior of managers when modelling the auditor as a perfect tech-

nology ( 2.1.2.1) and when modeling the auditor as an economic 

agent ( 2.1.2.2) 

 The Auditor as a Perfect Technology 

As previously discussed, claimholders are interested in high levels of work 

effort of managers, since it increases the probability of a better company per-

formance. For managers, work effort is associated with costs and therefore 

tends to be minimized.53 Simply writing a contract guaranteeing managers a 

fixed remuneration would not provide adequate incentives to incur high levels 

of work effort.54 An incentive-inducing contract would link the company per-

formance to managers’ remuneration, and would also prescribe the disclosure 

of financial information to claimholders.55 Claimholders, however, cannot 

judge whether the earnings figures reported by managers are in line with the 

                                                 

49  Cf. Jensen/Meckling (1976), p. 325. 
50  Cf. Ng (1978), p. 917; Ng/Stoeckenius (1979), pp. 10 f.; Antle (1982), p. 512. 
51  Cf. Antle (1982), pp. 503 ff.; Antle (1984), p. 2; Ewert/Stefani (2001), pp. 166 ff. 
52  Cf. Antle (1982), p. 503; Antle (1984), p. 2. 
53  Cf. Ballwieser (1987), p. 330; Macho-Stadler/Pérez-Castrillo (2001), p. 19. 
54  Cf. Macho-Stadler/Pérez-Castrillo (2001), p. 42. 
55  Cf. Jensen/Meckling (1976), pp. 312 f., 337 f.; Ballwieser (1987), pp. 330 f. 
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applicable accounting principles and cannot base the remuneration of mana-

gers on unaudited performance measures. Claimholders could only offer ma-

nagers a contract that would guarantee a fixed payment, which would not be 

incentive-compatible.56 The audit of the reported figures by an independent 

external party has two effects. First, the verified earnings figures could be 

used in drawing up a performance-based contract. Managers would then be 

remunerated according to the company performance.57 And second, it would 

induce more truthful reporting since overstatement of reported figures by 

managers would be detected and penalized.58 

The above-described setting assumes that the audit of financial statements is 

able to detect perfectly any kind of untruthful reporting. One implication is 

that the auditor is not a utility-maximizer. Such an assumption views the au-

ditor as qualitatively different from managers and claimholders.59 Modeling 

the auditor as an economic agent creates a moral hazard problem on the side 

of the auditor. The following section discusses this moral hazard problem and 

means to alleviate it. 

                                                 

56  Cf. Ewert/Stefani (2001), p. 161. 
57  Asymmetric distribution of information is a necessary condition for an external audit. 

However, the risk attitudes of managers and claimholders are the decisive factors of 
whether an audit is beneficial or not (sufficient condition). An external audit is, in this 
context, beneficial when managers have risk-averse attitudes and claimholders have 
risk-neutral attitudes. If managers were to be insensitive to losses (risk neutral), i.e. 
they had no wealth restrictions, an audit would be of no necessity. Incurred losses 
would simply be borne by managers. Cf. Ewert/Stefani (2001), pp. 161 f. 

58  Cf. Ewert/Stefani (2001), p. 161, Wagenhofer/Ewert (2015), pp. 424 ff. Reports of 
managers stating a poor performance need not to be audited since the remuneration 
would be at its minimum. Managers therefore would not have incentives to report un-
truthfully. However, claimholders would generally demand an audit for a good com-
pany performance. Cf. Wagenhofer/Ewert (2015), pp. 425 f. 

59  Cf. Antle (1982), pp. 503 ff.; Antle (1984), p. 2; Ewert/Stefani (2001), pp. 166 ff. 
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 The Auditor as an Economic Agent60 

The assumption that the auditor is not a rational actor in the market is highly 

disputable. “If the owner hires an auditor to make sure that the manager is 

not cheating him, how is the owner assured that the auditor is not also cheat-

ing him by not delivering the agreed upon level of auditing services?”61 Em-

pirical evidence suggests that the auditor considers economic aspects when 

issuing an audit report.62 Modeling the auditor as a utility-maximizer (eco-

nomic agent) may give rise to an additional moral hazard problem, which 

creates another source of agency costs.63 The auditor incurs work effort for 

an audit. Work effort in turn, is associated with costs for the auditor and tends 

to be minimized.64 Claimholders are assumed not to be able to observe the 

incurred work effort of the auditor.65 In such a setting, the auditor has no in-

centives to exert any work effort in order to verify the managers’ report. The 

auditor would simply present a report that maximizes audit fees.66 Moreover, 

if managers are also able to observe the result of the audit, it cannot be ex-

cluded that managers act in collusion with the auditor.67 They could agree on 

an audit report that would be beneficial for both.68 An audit would be of no 

value since claimholders do not have any means to control the auditor and 

therefore the truthfulness of the audit report.69 Only if claimholders have 

                                                 

60  The seminal work of Antle (1982) is not discussed since he assumes that the auditor’s 
and managers’ reports are simultaneously disclosed. In that situation, a control mech-
anism is not required because the managers’ report could be used to verify the auditor’s 
reports and vice versa. In the context of financial statements audits, however, the au-
ditor is to judge whether the financial statements are in all material aspects in accor-
dance with the applicable financial reporting framework, which requires that the 
managers’ report has already been made available. Cf. Antle (1982), pp. 516, 520 ff.; 
IDW PS 200.8 ff. (status as of June 6th, 2000); ISA 200.5, .11a (status as of December 
15th, 2009). For a short overview and further implications, see Wagenhofer/Ewert 
(2015), p. 430. 

61  Baiman (1979), p. 29. 
62  For an overview, see Carson et al. (2013), pp. 360 f. 
63  Cf. Gjesdal (1981), p. 218; Baiman et al. (1987), p. 217. 
64  Cf. Antle (1980), p. 45; Baiman et al. (1987), p. 219. 
65  Cf. Baiman et al. (1987), p. 217. 
66  Cf. Ewert (1990), pp. 141 ff.; Wagenhofer/Ewert (2015), pp. 426 f. The work effort 

incurred by the auditor does not depend on the remuneration scheme. A fixed remu-
neration scheme as well as a remuneration based on the audit report do not provide 
incentives to incur high levels of work effort. Cf. Ewert (1990), pp. 141 ff. 

67  The ability of managers to observe the result prior to claimholders may also impair the 
perceived value of an audit. Cf. Ewert/Stefani (2001), p. 173. 

68  Cf. Ewert/Stefani (2001), p. 167. 
69  Cf. Ewert (1990), pp. 150 f. 
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means to somehow observe the incurred work effort of the auditor and can 

sanction deviant behavior, an audit is of value. Control mechanisms can pro-

vide a signal that allows claimholders to somehow infer the incurred work 

effort of the auditor.70 Such signals would induce more truthful reporting of 

the auditor. Practically, the detection of manipulations of financial statements 

after business failure, subsequent detected fraudulent actions, which re-

mained undetected by the auditor, or litigation against the auditor can be 

viewed as signals.71 Furthermore, disclosed audit fees could be used as an 

indicator for the incurred work effort of the auditor.72  

The results of the theoretical models cannot be directly applied to real world 

scenarios due to the restrictions that are inherent to the models. For example, 

the assumption of a perfect control mechanism to monitor the auditor is con-

troversial.73 However, what these models can show is that even in a setting 

with favorable assumptions, the auditor is subject to a moral hazard pro-

blem.74 A moral hazard problem in the context of auditing can be regarded as 

a threat to the auditor’s independence that impacts the quality of an audit.75 

In order to examine factors that might influence the quality of an audit, the 

following sections discuss the concept and drivers of audit quality. 

2.2 Concept and Drivers of Audit Quality 

As discussed in the previous sections, auditing is a mechanism to detect de-

viations from GAAP. A major function of an audit is to provide claimholders 

or other financial statements users with an expert opinion as to whether the 

company’s financial statements are in line with the applicable reporting 

framework.76 Failing to detect and report material deviations/misstatements 

in the financial statements may indicate low audit quality.77 In the following 

                                                 

70  Cf. Ewert (1990), p. 151; Wagenhofer/Ewert (2015), pp. 428 f. 
71  Cf. Ewert/Stefani (2001), p. 169. 
72  Cf. Stein et al. (1994), p. 248; Francis (2011), p. 138. 
73  Cf. Ewert (1990), p. 158. 
74  Such assumptions include the knowledge of the principals’ properties with regard to 

the decision problems as well as knowledge about the personal attributes of agents. 
Cf. Ballwieser (1987), p. 344; Ewert (1990), p. 162. 

75  Cf. Ewert (1990), p. 145. 
76  Cf. Ng (1978), p. 917; Ng/Stoeckenius (1979), pp. 10 f.; Antle (1982), p. 512. 
77  Cf. IAASB (2014), pp. 4, 37. 
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sections, different definitions of audit quality are viewed and factors deter-

mining audit quality are discussed in more detail. 

2.2.1 Definitions of Audit Quality 

A general understanding of audit quality is that the outcome is conditional 

upon the presence of certain attributes of the auditor.78 Although such a con-

sensus exists, there is no single agreed definition of audit quality that can be 

used as the benchmark against which the quality of an audit can be assessed.79 

The lack of consensus is due to different perceptions of various stakeholder 

groups in the financial reporting process, such as auditors, regulators, or so-

ciety, as to what constitutes audit quality. Depending on “whose eyes one 

looks through”80, different types of benchmarks might be used in order to 

measure and assess audit quality. For example, an audit firm might define 

high audit quality as work that can be defended in the court of law, whereas 

an audit partner might define high audit quality as complying with the audit 

firm’s audit methodology. Society may define high audit quality as avoidance 

of economic problems for the company or the market.81  

Due to the variety of stakeholder perceptions, a broad range of definitions for 

audit quality has been posited.82 A definition that has been widely accepted 

in the auditing literature is proposed by DeAngelo. Audit quality is defined 

therein as “the market-assessed joint probability that a given auditor will both 

(a) discover a breach in the client’s accounting system, and (b) report the 

breach.”83 The first component addresses the competence and relates to the 

auditor’s technological capabilities, the employed audit procedures, the ex-

tent of sampling, etc. The second component is a measure of the auditor’s 

independence.84 Other prevalent definitions include the degree to which an 

                                                 

78  Cf. Knechel et al. (2013), p. 387. 
79  Cf. ibid., pp. 387 f.; IAASB (2014), p. 2. 
80  ibid., p. 387. 
81  Cf. ibid., pp. 385 f. 
82  Cf. ibid., pp. 387 ff. 
83  DeAngelo (1981b), p. 186. 
84  Cf. DeAngelo (1981b), p. 186. Both probabilities are in reality unlikely to be separable. 

The intensity of searching for a breach depends on the willingness of the auditor to 
disclose that breach. However, for reasons of simplicity both probabilities are treated 
as independent from each other. Cf. DeAngelo (1981a), footnote 3. 
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audit conforms to applicable auditing standards, with material deviations 

from the standard reflecting poor audit quality,85 the accuracy and reliability 

of the information reported by the auditor,86 or the absence of successful liti-

gations against the auditor.87 The above-presented definitions are not entirely 

identical, however, they all have in common that, to varying degrees, aspects 

of competence and independence are considered and therefore reflect the de-

finition of audit quality proposed by DeAngelo.88  

2.2.2 Drivers of Audit Quality 

Competence and independence are important factors when assessing audit 

quality. Both components exist at audit firm as well as at individual audit 

partner level. Quality controls within the audit firm, such as governance ar-

rangements to safeguard the audit firm’s independence, sufficient training of 

audit partners and staff on audit, the supervision of audit work of the engage-

ment partner and the audit team by a reviewing partner, the audit methodo-

logy that engagement team members make use of during the audit, a culture 

that stresses the importance of audit quality and that the audit is performed in 

the wider public interest, as well as structuring the engagement team properly, 

are all measures that can have an effect on the audit firm’s level of compe-

tence and independence. The effects of these measures are also likely to 

“trickle down” to individual audit partner level and can set favorable condi-

tions for the audit partner’s level of competence and independence (e.g. va-

lues, ethics and attitudes).89 In the following sections, drivers of competence 

and independence are discussed in more detail.  

                                                 

85  Cf. GAO (2003), footnote 14; Francis (2004), p. 388; Watkins et al. (2004), p. 153; 
Knechel et al. (2013), p. 388. 

86  Cf. Davidson/Neu (1993), pp. 481 f.; Watkins et al. (2004), p. 153; Behn et al. (2008), 
pp. 329 f.; Knechel et al. (2013), p. 388. 

87  Cf. Palmrose (1988), p. 56; Khurana/Raman (2004), pp. 476 f.; Francis (2011), p. 476. 
88  Cf. DeAngelo (1981b), p. 186; Watkins et al. (2004), pp. 153 f. 
89  Cf. FRC (2008), pp. 3 ff.; Francis (2011), pp. 134 ff.; IAASB (2014), pp. 8 ff. Other 

factors are the applicable financial reporting frameworks, cultural particularities, cor-
porate governance requirements, or exposure to litigation risks. These factors are likely 
to differ across different countries and affect audit quality. For example, Doup-
nik/Richter (2003) report that cultural effects, such as uncertainty avoidance, influence 
the way certain accounting standards are interpreted. Cf. ibid., pp. 15 ff.; IAASB 
(2014), pp. 26 ff. 
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 The Auditor’s Competence 

In general, competence refers to the probability that the auditor detects a 

breach in the client’s accounting system. Whether the auditor detects a breach 

depends on the technological capabilities, the employed audit procedures, the 

extent of sampling, etc.90 The level of the auditor’s competence is determined 

by knowledge and expertise, which are acquired through task-related encoun-

ters (work experience). Knowledge refers to general domain knowledge, 

e.g. knowledge of applicable accounting standards, auditing standards, or the 

flow of transactions through an accounting system, and is acquired through 

formal training or general work experience. Expertise, however, also includes 

subspecialty knowledge, such as client-specific knowledge or specific indus-

try knowledge, which is acquired through repeated experience with a specific 

client, or clients of a specific industry. Since task-specific experiences can 

vary between auditors due to exposure to different types of clients or different 

training, auditors with the same level of general experience can exhibit dif-

ferent levels expertise.91  

At audit firm level, knowledge and expertise can be built up by investing in 

audit technologies, industry-specific databases, checklists, physical facilities, 

personnel, and organizational control systems. This can result in a more com-

prehensive knowledge of a specific industry, including greater knowledge of 

industry-specific accounting practices.92 An audit firm with a higher level of 

industry expertise might therefore possess a deeper knowledge, which can 

positively affect the level of competence.93 Audit firm policies that promote 

professional development, learning opportunities for less experienced staff, 

or specialized training for specific industry issues can favor the process of 

                                                 

90  Cf. DeAngelo (1981b), p. 186. 
91  Cf. Bonner/Lewis (1990), pp. 3 ff.; Libby (1995), pp. 180, 194 ff.; Zerni (2012), p. 317. 
92  Cf. Zerni (2012), p. 317. 
93  Cf. Francis (2004), p. 354. 
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building up individual audit partner’s level of knowledge and expertise.94 The 

level of expertise, however, also depends on the individual audit partner’s 

innate abilities that include recognizing relationships, interpreting data, and 

analytical reasoning.95 The magnitude of knowledge and expertise that can be 

built up and passed on to the individual audit partner is argued to depend on 

the size of the audit firm. A larger audit firm can set more favorable condi-

tions for building up industry expertise since the greater client base provides 

more opportunities to accumulate (general as well as) subspecialty 

knowledge.96  

The level of knowledge and expertise of the individual audit partner can im-

pact the effectiveness of the audit process. Each audit engagement is unique 

due to differing business plans, business fields, transactions, managers’ in-

centives, and internal control systems. The idiosyncratic nature of each client 

requires the audit partner to exercise considerable judgment during the audit 

process.97 The quality of the auditor’s judgments has therefore direct bearings 

on audit quality.98 A higher level of work experience, for example, is associ-

ated with greater persuasion knowledge, which includes beliefs about the 

goals and incentives of the source of information.99 Persuasion knowledge 

allows the audit partner to see through managers’ ulterior motives and tactics 

when managers attempt to yield influence on the audit partner’s judgment.100 

A higher level of persuasion knowledge has the effect that the audit partner 

discounts managers’ information to a greater extent when being congruent to 

the managers’ self-interest.101 A higher level of expertise, for example in a 

                                                 

94  Cf. IAASB (2014), pp. 10, 49 ff. Audit firm expertise is not equal to audit partner ex-
pertise since the individual audit partner still needs to use his/her own judgment when 
conducting the audit. Furthermore, Ferguson et al. (2003) argue that, although some 
aspects of industry expertise are present at audit firm level, such as databases or tai-
lored audit programs, deep industry knowledge rests within the individual audit part-
ner, and thus, within the audit firm office in which the audit partner works. Cf. Fergu-
son et al. (2003), p. 425; Zerni (2012), pp. 316 f. 

95  Cf. Bonner/Lewis (1990), p. 6. 
96  Cf. Francis (2004), p. 354. 
97  Cf. Francis (2011), pp. 136 f.; Knechel et al. (2013), pp. 390 ff.; IAASB (2014), p. 12. 
98  Cf. Knechel et al. (2013), p. 393. 
99  Cf. Friestad/Wright (1994), pp. 4 f.; Anderson et al. (2004), p. 14; Kaplan et al. (2008), 

pp. 67 ff. 
100  Cf. Anderson et al. (2004), p. 15; Kaplan et al. (2008), p. 72. 
101  Cf. Haynes et al. (1998), pp. 88 ff.; Kaplan et al. (2008), pp. 77 f. 
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specific industry, is associated with superior audit judgment, which can po-

sitively affect the audit process.102 Furthermore, the audit firm’s audit metho-

dology can contribute to a consistent compliance with auditing standards 

across individual audit partners.103 

 The Auditor’s Independence 

The auditor’s independence refers to the probability that the auditor will re-

port a detected breach in the client’s accounting system.104 Independence ad-

dresses the integrity, objectivity, and the professional skepticism of the audi-

tor.105 Integrity demands from the auditor to be straightforward and honest in 

all professional and business relationships, while objectivity requires the au-

ditor’s judgment not to be compromised by bias, conflicts of interest, or undue 

influence from others. Professional skepticism models an attitude of a ques-

tioning mind, i.e. the critical assessment of collected audit evidence and being 

alert to conditions that might indicate possible misstatements.106 The audi-

tor’s level of independence is assumed to be inversely related to the economic 

incentives.107 The origin of threats to the auditor’s independence are client-

specific quasi-rents, which are defined as the “excess of revenues over avoid-

able costs.”108 Client-specific quasi-rents create incentives for the auditor to 

lower the level of independence in order to retain a client for future periods.109 

These incentives arise due to start-up costs associated with initial audit en-

gagements and transaction costs when changing auditors. The auditor incurs 

start-up costs in getting to know the client’s operations and accounting sys-

tem. In addition, checking the initial balance sheet accounts imposes further 

costs on the auditor. The client in turn incurs costs to search for a new auditor 

                                                 

102  Cf. Bonner/Lewis (1990), pp. 2 ff.; Libby (1995), pp. 194 ff. 
103  Overly prescriptive audit methodologies may lead to insufficient consideration of the 

idiosyncratic nature of each client, and thus, reducing the quality of auditor judgment. 
Cf. Dowling/Leech (2007), pp. 101 ff.; IAASB (2014), p. 56. 

104  Cf. DeAngelo (1981b), p. 186; Knechel et al. (2013), pp. 387 f.; IAASB (2014), p. 8. 
105  Cf. Ethics sec. 290.6; Knechel et al. (2013), p. 388; IAASB (2014), p. 40. 
106  Cf. IFAC Glossary of Terms. 
107  Cf. Knechel et al. (2013), p. 391. 
108  DeAngelo (1981a), p. 116. 
109  Cf. ibid., p. 116; DeAngelo (1981b), p. 189. The probability of detecting a breach in 

the client’s accounting system is assumed to be positive and fixed. Cf. DeAngelo 
(1981a), pp. 115 f. 
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and to train the newly-appointed auditor.110 Start-up and transaction costs 

give the incumbent auditor a technological advantage on future audits over 

other competitors in the market. These advantages represent a shared asset 

and are specific to the auditor and the particular client, i.e. the value of the 

alternative use is zero.111 The existence of a shared asset leads to a bilateral 

monopoly, in which both parties have incentives to continue the established 

relationship. Terminating the relationship would impose real costs on both 

sides. The incumbent auditor loses the wealth equivalent to the client-specific 

quasi-rent stream, and the client bears the costs of searching and training a 

new auditor.112 Both parties can potentially gain from the threat of termina-

tion.113 The client can extract accounting concessions from the incumbent au-

ditor, and the auditor can raise audit fees above the avoidable costs of audit 

production.114 Therefore, the potential loss of future client-specific quasi-

rents due to the termination of the audit contract might lead to a lower prob-

ability that the auditor reports a detected breach.115 

Governance arrangements implemented by the audit firm, such as promoting 

a culture that stresses the importance of the role of the audit in the public 

interest and the importance of independence by establishing the appropriate 

“tone at the top”, as well as the employed audit methodology can influence 

the level of independence. These policies can be used to remind the audit 

partner to apply professional skepticism and exercise appropriate professional 

                                                 

110  Cf. Arens/Lobbecke (1976), p. 100; DeAngelo (1981a), footnote 9; DeAngelo (1981b), 
pp. 187 f.; Daugherty et al. (2012), p. 106. 

111  Cf. DeAngelo (1981a), p. 118, footnote 10. 
112  Cf. DeAngelo (1981b), p. 188. 
113  Cf. DeAngelo (1981a), p. 118.  
114  Another implication of client-specific quasi-rents is setting initial fees below current 

total costs (low-balling) in the anticipation of earning client-specific quasi-rents. The 
price difference exists due to the competitive audit market, and are treated in the model 
of DeAngelo as sunk costs that do not affect subsequent decision-making of the audi-
tor. Whether sunk costs affect or do not affect subsequent decision making processes, 
however, is not clear. Cf. DeAngelo (1981a), pp. 118 f.; Simon/Francis (1988), 
pp. 266 f. 

115  Cf. DeAngelo (1981a), p. 118; DeAngelo (1981b), pp. 189, 191 f. 
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judgment, which can positively affect the level of independence.116 The indi-

vidual audit partner’s level of professional skepticism is found to affect the 

quality of an audit by influencing the judgments and subsequent actions.117 A 

higher level of professional skepticism is associated with a “heightened as-

sessment of the risk that an assertion is incorrect […].”118 Hence, an audit 

partner with a higher level of professional skepticism needs relatively more 

persuasive evidence in order to conclude that an assertion is correct, and is 

also less likely to succumb to client’s preferences.119 

The number of clients of the audit firm or audit partner is argued to have an 

effect on the level of independence. The value of the total collateral increases 

with the client base. Getting caught if detecting a breach, and not reporting 

that breach due to succumbing to client’s wishes, can lead to the (partial) loss 

of the quasi-rents through termination by the other client(s) and through re-

duced fees from continuing clients. An audit firm or audit partner with a 

greater client base has therefore more to lose if getting caught.120 The value 

of the quasi-rents from the other clients therefore functions as a collateral.121 

Conceptually related to the model of DeAngelo is the reputation model of 

Klein/Leffler. They argue that brand names carry reputational information that 

enables the carrier of brand names to differentiate himself/herself from other 

competitors in the market and collect premium rental streams. The premium 

rental streams are expected quasi-rents on future sales, and represent a collat-

eral for the carrier of the brand name to provide the expected quality. If lower 

than expected quality is provided, clients will not be willing to pay a premium 

                                                 

116  Cf. IAASB (2014), pp. 9, 42 ff. For example, stressing the importance of professional 
skepticism leads to higher risk assessment when strong fraud risk indicators are pre-
sent. Cf. Carpenter/Reimers (2013), pp. 47, 56 ff.; For a comprehensive overview of 
professional skepticism, see Nelson (2009), pp. 1 ff.; Hurtt et al. (2013), pp. 45 ff. 

117  Cf. Hurtt et al. (2013), p. 71. 
118  Nelson (2009), p. 4. 
119  Cf. ibid., p. 4; Brown-Liburd et al. (2013), pp. 312, 316 ff. 
120  DeAngelo further notes that the value that the auditor stands to lose also depends on 

the probability of getting caught. If the probability of detection were zero, than the net 
gain for the audit firm in retaining a troubled client is always positive. Cf. DeAn-
gelo (1981b), footnote 21. 

121  Cf. DeAngelo (1981b), pp. 189 ff. The probability of detecting a breach is positive and 
fixed. Cf. DeAngelo (1981a), pp. 115 f. 
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fee in future periods, thus, the anticipated future quasi-rents will be lost.122 

Applied to the auditing context, building brand names to promote high audit 

quality, e.g. by investing into auditing technology or creating industry exper-

tise, creates a vital professional asset that leads to differentiation from other 

competitors in the audit market. Reputational effects, such as brand names 

(e.g. Big4 audit firms) or promoted industry expertise, allows the collection 

of audit fee premium. The provision of lower than expected audit quality can 

result in the loss of current clients, potential future clients, as well as in diffi-

culties in retaining and recruiting highly-qualified personnel. Therefore, rep-

utational information of the auditor functions as a collateral to provide high 

audit quality.123 

2.2.3 Effect of Auditor Tenure on Audit Quality 

As outlined in the previous sections, the competence of the auditor is, 

amongst others, a function of the auditor’s knowledge and expertise. General 

domain knowledge is likely to increase with auditor tenure, which may en-

hance the level of the auditor’s competence. However, the idiosyncratic na-

ture of the client requires the audit process to be tailored to each client.124 

Client-specific knowledge, e.g. in-depth knowledge about the client’s ac-

counting system and business field, helps the auditor to properly identify and 

assess potential risks, to plan and perform audit procedures, as well as to ex-

press an appropriate audit opinion.125 The relevant client-specific knowledge 

is assumed to be accumulated over the engagement period. In the early peri-

ods of the audit engagement, the lack of client-specific knowledge may lead 

to a lower probability of detecting a breach in the client’s accounting system. 

With ongoing tenure, accumulated client-specific knowledge increases the 

                                                 

122  Cf. Klein/Leffler (1981), pp. 625 ff. A critical assumption of the model is the existence 
of costless information. Cf. ibid., p. 625. 

123  Cf. Khurana/Raman (2004), pp. 476 f.; Lim/Tan (2010), pp. 928 f.; Zerni (2012), 
p. 320. 

124  Cf. IAASB (2014), pp. 12, 56. 
125  Cf. Johnson et al. (2002), pp. 641 f. 
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level of the auditor’s competence.126 In contrast to the auditor’s level of com-

petence, the level of independence is inversely related to auditor tenure. As 

discussed above, client-specific quasi-rents are a potential source of threats to 

the auditor’s independence. Future quasi-rents due to an ongoing auditor-cli-

ent relationship might lead the auditor to lower the level of independence. 

The effect of auditor tenure on audit quality is therefore ambivalent. 

2.3 Institutional Background 

Since financial statements users cannot judge whether the financial state-

ments are in accordance with the applicable reporting framework, the German 

Commercial Code (HGB) requires that the auditor is to express an audit opin-

ion on whether the disclosed information in the financial statements complies 

with the applicable reporting framework.127 However, the auditor is subject 

to moral hazard problems. This might negatively affect the quality of the au-

dit ( 2.1.2.2). Therefore, regulatory as well as professional bodies have im-

plemented various safeguards to countervail detrimental effects on audit qual-

ity. The following sections outline the regulatory requirements with regard to 

the statutory audit ( 2.3.1) as well as the process of the appointment of the 

auditor ( 2.3.2) in Germany. Section 2.3.3 then discusses the regulatory 

safeguards. The last section provides a brief description of the current devel-

opments in the European Union on the statutory audit ( 2.3.4). 

2.3.1 Statutory Audit 

German law requires a capital market-oriented company that is subject to pre-

paring consolidated financial statements,128 to prepare those statements in ac-

cordance with the International Financial Reporting Standards (IFRS).129 Fur-

thermore, the IFRS consolidated financial statements must be accompanied 

                                                 

126  Cf. Catanach/Walker (1999), p. 45; Johnson et al. (2002), pp. 641 f.; Car-
cello/Nagy (2004), p. 58; Stanley/DeZoort (2007), pp. 134 f. 

127  Cf. Ballwieser (1987), p. 328; sec. 316 HGB. 
128  These are companies meeting the requirements of sec. 290 HGB. 
129  Cf. sec. 315a I, II HGB. This requirement was mandated by the Regulation (EC) No. 

1606/2002 and has been effective for fiscal years beginning on or after January 1st, 
2005. 
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by a Lagebericht, which is a management report.130 The Lagebericht provides 

additional information about the company’s current and previous reporting 

periods, as well as management’s evaluations about risk, opportunities, and 

future developments.131 The consolidated financial statements as well as the 

Lagebericht are subject to an audit according to sec. 316 II HGB.132 The ob-

jective of the audit of consolidated financial statements is to verify whether 

inaccuracies and violations that materially impact the presentation of the net 

worth, financial position, and earnings situation of the consolidated financial 

statements (in compliance with the principles of proper bookkeeping) are 

identified with reasonable certainty. With regard to the Lagebericht, the ob-

jective of the audit is to verify whether the information provided in the 

Lagebericht is consistent with information in the consolidated financial state-

ments and whether the Lagebericht reflects a true and fair view of the com-

pany’s situation.133,134 Consistent with sec. 317 I HGB, the objective of the 

audit on an international level is to obtain reasonable assurance that the dis-

closed financial statements as a whole are free from material misstate-

ments.135  

                                                 

130  Cf. sec. 290 I HGB. The Lagebericht is an additional reporting instrument required by 
the HGB and is not part of IFRS consolidated financial statements. Cf. Ratzinger-Sakel 
(2013), p. 132. 

131  Cf. sec. 289 I, II HGB; Ratzinger-Sakel (2013), p. 132. For a more detailed description, 
see Marten et al. (2011), pp. 602 ff. 

132  For a more detailed overview of corporations that are subject to a mandatory audit, see 
Marten et al. (2011), pp. 15 f., 630 ff. 

133  Cf. sec. 317, I, II HGB. Furthermore, the auditor is to evaluate whether management 
has implemented in accordance with sec. 91 II AktG a monitoring system to ensure the 
timely identification of developments that might threaten the existence of the com-
pany. Cf. sec. 317 IV HGB (unless otherwise stated, the cited norms of the AktG are 
in the version dated July 23rd, 2013). 

134  The nature and the scope of the audit are regulated by the HGB and the WPO. Both 
are legal norms and are therefore legally binding for the auditor. The requirements for 
the auditor as well as the audit process are not regulated exhaustively in the HGB and 
the WPO. The BS WP/vBP and the IDW PS further specify the requirements of the 
HGB and the WPO, especially with regard to the professional duties and the audit 
process. The VO1/2006, which is a joint statement of the professional bodies WPK 
and IDW, provides guidance for audit firms on the subject of internal quality assur-
ance. On international level, the IFAC pronounces requirements set out for the audit. 
Norms with regard to the professional duties and the audit process are set out in the 
Code of Ethics and the International Standards on Auditing (ISA), respectively. Guid-
ance for the internal quality assurance for audit firms are laid out in the International 
Standard on Quality Control 1 (ISQC 1). For an in-depth description of the legal bind-
ing of the different norms and statements, see Marten et al. (2011), pp. 100 ff. 

135  Cf. ISA 200.5. 



 28 

The conclusion of the audit (audit opinion) is to be expressed in the audit 

report. The audit opinion can be expressed as (1) an unmodified opinion if the 

auditor concludes that the financial statements are prepared, in all material 

aspects, in accordance with the applicable financial reporting framework; 

(2) a modified opinion if the auditor concludes that the financial statements 

as a whole are not free from material misstatements, or is unable to obtain 

sufficient appropriate audit evidences to draw a conclusion; (3) an adverse 

opinion if the auditor has obtained sufficient appropriate audit evidence, and 

concludes that the misstatements are material and pervasive to the financial 

statements, or if the auditor is unable to obtain sufficient appropriate audit 

evidence to form an opinion, and concludes that the possible effects of unde-

tected misstatements could be material and pervasive.136  

Furthermore, the auditor is to assess whether management’s use of the going-

concern assumption in the preparation of the financial statements is appropri-

ate and to conclude whether material uncertainty of the entity’s ability to con-

tinue as a going-concern exists.137,138 The assessment of the going-concern 

assumption is to cover at least 12 months from the date of the published fi-

nancial statements.139 If the auditor comes to the conclusion that the going-

concern assumption is appropriate but material uncertainty about the ability 

of the entity to continue as a going-concern exists, the auditor is to evaluate 

whether management has adequately disclosed the existence of the going-

concern uncertainties.140 If the going-concern uncertainties are adequately 

                                                 

136  Cf. sec. 322 HGB; IDW PS 400.42 ff. (status as of November 28th, 2014); 
ISA 700.16 ff. (status as of December 15th, 2009), 705.7 ff. (status as of Decem-
ber 15th, 2009). 

137  Cf. IDW PS 270.13 (status as of September 9th, 2010); ISA 570.6 (status as of Decem-
ber 15th, 2009). The requirements in IDW PS 270 and ISA 570 basically correspond to 
each other. However, IDW PS 270 contains additional requirements. Further require-
ments include a confidential audit report (the “long-form” audit report) and the 
Lagebericht that includes the Risikobericht. Both additional reporting instruments are 
subject to an audit. 

138  If the going-concern assumption is deemed to be inappropriate and the financial state-
ments are drawn up on a going-concern basis, the auditor is to express an adverse 
opinion. Cf. IDW PS 270.41; ISA 570.21. 

139  Cf. IDW PS 270.8; ISA 570.13. 
140  Cf. IDW PS 270.34; ISA 570.18. 
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disclosed, the auditor is to express an unmodified audit opinion with an em-

phasis of matter (to highlight material uncertainty).141 If management has not 

disclosed adequately the going-concern uncertainties, then the auditor is to 

express a qualified opinion.142 

A unique feature of the German audit report is that not only the name of the 

audit firm but also the name of the engagement partner is disclosed.143 Fur-

thermore, it is common German audit practice that the review partner of the 

engagement also signs the audit report. Generally, the engagement partner signs 

the lower right side of the audit report, while the review partner sets the signature 

on the lower left side.144 The engagement partner carries the overall responsi-

bility for the planning and performance of the audit, as well as for the ex-

pressed audit opinion.145 The review partner functions as a report critique dur-

ing the audit. The responsibility of the review partner is to judge whether there 

are indications that the audit was not carried out in accordance with the stat-

utory or professional rules, and whether material issues that came up during 

the audit were appropriately dealt with.146 This requires that the review part-

ner has obtained information about the fundamental content of the audit opin-

ion, the structure of the audit, and key issues that came up during the audit.147 

Due to the nature of the review partner as a report critique, only audit partners 

that do not significantly collaborate and who are not significantly involved in 

the preparation of the audit report are eligible as review partners.148  

2.3.2 Appointment of the Auditor 

An audit engagement for a publicly traded German company can only be car-

ried out by a Certified Public Accountant (Wirtschaftspruefer) or an audit 

firm that has completed a quality control in accordance with section 57a of 

                                                 

141  Cf. sec. 322 II 3 HGB; IDW PS 270.36; ISA 570.19. 
142  Cf. IDW PS 270.37; ISA 570.20. In accordance with ISA 570.20, the auditor can also 

express an adverse opinion if going-concern uncertainties are not adequately disclosed. 
Insofar national and international auditing standards differ from each other. 

143  Cf. sec. 322 VII HGB; sec. 27a I BS WP/vBP. 
144  Cf. Grounds for Individual Rules on sec. 27a I BS WP/vBP. 
145  Cf. sec. 24a, b BS WP/vBP; Gelhausen (2007), p. 60. 
146  Cf. sec. 24d II BS WP/vBP. 
147  Cf. Gelhausen (2007), p. 60; Gold et al. (2012), p. 14. 
148  Cf. sec 24d II BS WP/vBP; Grounds for Individual Rules on sec. 24d II BS WP/vBP. 
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the WPO (status as of August 7th, 2013).149 The auditor is appointed by the 

general meeting of the shareholders on recommendation of the supervisory 

board.150 If an audit committee has been implemented,151 the proposal of the 

supervisory board must be based on the recommendation of the audit com-

mittee.152 After the appointment, the supervisory board issues the audit as-

signment,153 which includes an audit assignment letter that records, amongst 

others, the objective and scope of the audit, the responsibilities of the auditor, 

or the basis on which fees are computed (terms of the audit engagement).154 

The audit assignment itself is to be issued before the end of the reporting 

period in which the audit activities are to be carried out, i.e. a multi-year ap-

pointment of the same auditor is not possible.155 

The appointment and the acceptance of the audit engagement is a legally bind-

ing contract.156 The termination of the assignment is possible in only two cir-

cumstances, either by resignation or dismissal of the auditor.157 A resignation 

is only permitted by law if substantial reasons, such as subsequent discovery 

of grounds for exclusion in accordance with sec. 319, 319a HGB ( 2.3.3.2), 

the revocation of the appointment as a Certified Public Accountant, massive 

obstructions, or undue influence in performing the audit by management or 

other personnel of the entity, exist.158 Hence, mere differences of opinion over 

the content or modification of the audit opinion do not justify a resignation.159 

The auditor can only be dismissed and replaced by court order. A termination 

                                                 

149  Cf. sec. 319 II HGB. For a more detailed account regarding the access to the profession 
of certified public accountants as well as the recognition as an audit firm Cf. Marten 
et al. (2011), p. 57 ff. 

150  Cf. sec. 119 I No. 4 AktG in conjunction with sec. 318 II 1 HGB; sec.124 III 1 AktG. 
151  Publicly traded companies within the meaning of sec. 264d HGB have to form an audit 

committee if the supervisory or administrative board does not meet the requirements 
of sec. 100 V AktG. Cf. sec. 324 HGB. 

152  Cf. sec. 124 III 4 AktG. 
153  Cf. sec. 111 II 3 AktG; sec. 318 I 4 HGB. 
154  Cf. IDW PS 220.19 f. (status as of September 9th, 2009); ISA 210.10 (status as of 

December 15th, 2009) in conjunction with ISA 210.A23 f. 
155  Cf. sec. 318 I 3 HGB. 
156  Cf. IDW PS 220.5. 
157  Cf. sec. 318 III, VI 1 HGB.  
158  Cf. Marten et al. (2011), p. 237. 
159  Cf. sec. 318 VI 2 HGB. 
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of the engagement contract by the client is therefore not possible.160 Grounds 

for a termination include the apprehension of bias that arose or were discov-

ered subsequently or the lack of engagement-specific knowledge of the audi-

tor.161 If the auditor has been withdrawn from the audit assignment by court 

order, the newly appointed auditor is only to accept the engagement if the 

grounds for termination have been identified.162 

2.3.3 Regulatory Safeguards 

As stated in section 2.3.1, the purpose of the audit is to enhance the degree of 

confidence in the information provided in the financial statements and the 

management report and to express an opinion whether the financial state-

ments are in all material aspects in accordance with the applicable financial 

reporting framework.163 When conducting an audit, the auditor is subject to 

various threats that have an effect on the competence and independence. 

Amongst others, the tenure of the auditor-client relationship is argued to af-

fect the level of competence and independence ( 2.2.3). To countervail po-

tential threats that the auditor is subject to, various regulatory safeguards at 

audit firm and audit partner level are in place. 

 Classification of Threats to Independence 

Threats to the auditor’s independence fall into one or more of the following 

categories: self-interest threats, self-review threats, advocacy threats, famili-

arity threats, and intimidation threats.164,165 Self-interest threats may be pre-

sent due to the auditor having financial or other interests leading the auditor 

to compromise the professional judgment or behavior.166 Matters that might 

                                                 

160  Cf. sec. 318 I 5, III HGB. A request for termination can be filed with the court by those 
charged with governance, the supervisory board, or a qualified minority of the share-
holders. Cf. section 318 II 1 HGB. 

161  Cf. Schmidt/Heinz (2014), sec. 318 HGB, recital 17 ff. 
162  Cf. sec. 26 I BS WP/vBP. 
163  Cf. IDW PS 200.8 ff.; ISA 200.3 ff. 
164  Cf. sec. 23 f. BS WP/vBP; Ethics sec. 100.12 ff. Intimidation threats are not separately 

listed since sec. 318 I 5 HGB already prescribes that the auditor is to resign if undue 
influence is exercised or intimidation is present. Cf. Grounds for Individual Rules on 
sec. 21 BS WP/vBP. 

165  The categories are not mutually exclusive. A circumstance that poses a threat may fall 
into different categories simultaneously. Cf. e.g Ethics sec. 290.143, .182. 

166  Cf. sec. 23 BS WP/vBP; Ethics sec. 100.12a. 
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present threats are, for example, the audit partner having direct or indirect 

material financial interests in the assurance client,167 the audit firm having 

undue dependence on total fees from the client,168 or the audit firm’s concern 

of losing a significant client.169 Furthermore, the provision of non-assurance 

services may pose threats to independence.170  

Self-review threats refer to risks that the auditor will not appropriately evalu-

ate the results of a previous judgment made or service made, or by another 

audit partner within the same audit firm, on which the auditor will rely when 

forming a judgment as part of providing a current service.171 Circumstances 

that may create self-review threats include the audit firm providing an assur-

ance on the effectiveness of the operation of financial systems after designing 

or implementing the system (e.g. the implementation of IT-systems that are 

related to internal control over financial reporting),172 the audit firm preparing 

the original data used to generate records that are the subject matter of the 

assurance (e.g. accounting, bookkeeping, or taxation services),173 or the audit 

firm providing a service that directly affects the subject matter information of 

the assurance engagement.174 

Advocacy threats refer to threats that the auditor will promote a client’s posi-

tion to the point that the auditor’s objectivity is compromised.175 Examples in 

which advocacy threats may be present are the audit firm promoting shares in 

an audit client, the audit partner being a legal representative of the client in 

litigation, and disputes with third parties (e.g. where the auditor acts as an 

expert witness or the auditor calculates estimated damages that might become 

receivable or payable as the result of litigation).176  

                                                 

167  Cf. sec. 23 I No. 1 BS/vBP; Ethics sec. 200.4. 
168  Cf. sec. 23 I No. 2 BS WP/vBP; Ethics sec. 200.4, 290.220 ff. 
169  Cf. Ethics sec. 200.4. 
170  Cf. Ethics sec. 290.156. 
171  Cf. sec. 23a I BS WP/vBP; Ethics sec. 100.12b.  
172  Cf. Ethics sec. 200.5, 290.202a. 
173  Cf. sec. 23a III BS WP/vBP; Ethics sec. 200.5, 290.167 ff., 290.181 ff. 
174  Cf. Ethics sec. 200.5. 
175  Cf. sec. 23b I BS WP/vBP; Ethics sec. 100.12c. 
176  Cf. sec. 23b II BS WP/vBP; Ethics sec. 200.6, 290.207. 
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Familiarity threats may be present due to a long or close relationship with a 

client or employer, which may lead the auditor to being too sympathetic to 

their interests or too accepting of their work.177 Matters that may create fa-

miliarity threats are senior personnel having a long association with the client, 

a member of the engagement team having personal ties with the client, as well 

as family members working as an employee for the client and being in a po-

sition to exert significant influence over the subject matter or the acceptance 

of gifts or preferential treatment.178 

Intimidation threats refer to risks that the auditor will be deterred from acting 

objectively due to actual or perceived pressure from the client.179 Circum-

stances, which may indicate intimidation threats are the audit firm being 

threatened to be dismissed or not to be reappointed in future periods, the audit 

firm threatened with not awarding planned non-assurance services, or the au-

dit partner being informed by the audit firm that a planned promotion will not 

occur unless yielding to the client’s demand of inappropriate accounting treat-

ment.180 

 Safeguards Designated by the Legislators 

Sec. 319, 319a HGB enumerate circumstances that undoubtedly lead to the 

refusal of an engagement for a company of public interest. These circum-

stances address one or more of the four threats that the auditor is subject to. 

To countervail self-review threats, sec. 319, 319a HGB enumerate situations 

in which the auditor’s independence is assumed to be compromised. An audit 

partner that has yielded a significant influence in the generation and imple-

mentation of the client’s accounting system in the engagement period is pro-

hibited from providing assurance services. The law also excludes an audit 

partner from the audit if having provided legal and/or taxation services that 

go beyond the scope of sole identification of possible alternative actions and 

if having a material and direct effect on the financial position.181 To limit self-

                                                 

177  Cf. sec. 24 BS WP/vBP; Ethics sec. 100.12d. 
178  Cf. Ethics sec. 200.7, 290.230. 
179  Cf. Ethics sec. 100.12e.  
180  Cf. Ethics sec. 200.8. 
181  Legal and/or taxation services can also be subsumed under advocacy threats. 
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interests and advocacy threats, an audit partner is excluded from the audit of 

a client if having generated more than 15% of the total income in the last five 

years from that client, or if holding more than 20% in equity of that client in 

the year of the engagement. An audit firm is prohibited from performing the 

audit as well, if the audit firm itself, its legal representatives, or one of the 

proprietors holds more than 20% in equity in the client. To limit advocacy 

and familiarity as well as self-interests and intimidation threats, 

sec. 319a I 4 HGB requires a mandatory rotation of the audit partner if having 

signed the audit report in 7 or more instances.182 Furthermore, an audit partner 

is not allowed to have the remuneration based on the results of the work, or 

receive payment or receipt as part of a remuneration for brokering engage-

ments.183 

Additionally, enforcement systems, such as the Financial Reporting Enforce-

ment Panel (DPR)184 and the Auditor Oversight Commission (APAK)185, 

have been implemented as safeguards ( 2.1.2.2). The DPR is entrusted with 

the task of re-examining audited financial reports. The DPR becomes active 

if there are indications of infringements of applicable financial reporting 

standards, or becomes proactively active based on random sampling. If a 

company under DPR scrutiny is unwilling to cooperate, the Federal Financial 

Supervisory Authority (BaFin) intervenes (two-tier enforcement structure).186 

A company that has been found to have published financial statements con-

                                                 

182  In Germany, mandatory audit partner rotation has been implemented in 1998 through 
the Gesetz zur Kontrolle und Transparenz im Unternehmensbereich (KonTraG) which 
became effective in 2002. An audit partner was required to rotate-off if having signed 
the audit report six times during a ten-year period. In 2004 the Bilanzreformgesetz 
(BilReG) modified this requirement, henceforth banning an audit partner from provid-
ing audit services if having signed the audit report in seven or more instances. 

183  Cf. sec. 55 I, II WPO. 
184  The legal basis for the DPR is the Accounting Enforcement Act which became effective 

in 2004. The enforcement activities of the DPR began on July 1st, 2005. 
Cf. Ernstberger et al. (2012), p. 220. 

185  The APAK was established through the Auditor Oversight Law of December 27th, 
2004. Cf. Ernstberger et al. (2012), p. 220. 

186  Only companies which have issued securities in a regulated segment of the German 
stock exchange market are subject to the enforcement system. Cf. Ernstberger et 
al. (2012), pp. 219 f. 
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taining material misstatements is forced to publicly disclose an error an-

nouncement (“name and shame mechanism”).187 The error announcement 

also affects the respective audit firm as well as audit partners since both are 

publicly identifiable in the audit report. The fact that material misstatements 

have not been detected can potentially damage the reputation of the audit firm 

and/or the audit partner(s). 

The APAK is tasked with disciplinary oversight, the adoption of international 

auditing standards and quality assurance.188 Audit firms that have performed 

more than 25 audits of companies of public interest are subject to the inspec-

tion of the APAK. Furthermore, audit firms are also selected on a risk basis.189 

The overall results are reported to the Chamber of Public Account-

ants (WPK), where the findings are assessed. If the WPK and the APAK con-

clude that negligence of professional duties is present, sanctions, such as ad-

vising and instructing members in question,190 reprimands that may be ac-

companied by a fine,191 disciplinary measures that include employment ban 

for up to five years, or even the exclusion from the profession, can be im-

posed.192 

 Safeguards Designated by the Profession 

An audit partner is to refuse an audit engagement if there is actual doubt, or 

even reason to doubt the audit partner’s independence. Thus, an audit partner 

is to refuse the audit engagement if the independence is actually compro-

mised, or is perceived as being compromised by an informed third party.193 

However, the mere existence of self-interest threats, self-review threats, ad-

                                                 

187  Cf. sec. 37q II 1 WpHG (unless otherwise stated, the cited norms of the WpHG are in 
the version dated June 22nd, 2011); Ernstberger et al. (2012), pp. 219 f. 

188  Cf. Ernstberger et al. (2012), p. 220. 
189  Audit firms with more than 25 audit engagements of public interest entities are subject 

to annual inspections. Audit firms with fewer than 25 relevant audit engagements are 
inspected at least every three years. Cf. http://www.apak-aoc.de/index.php/en/inspec-
tions (Last Accessed: February 28th, 2015). 

190  Cf. sec. 57 II 1 Nr. 1 WPO. 
191  Cf. sec. 63 I WPO. 
192  Cf. sec. 68 I WPO. 
193  Cf. sec. 43, 49 WPO; sec. 21 I, III BS WP/vBP; Ethics sec. 290.6. 

http://www.apak-aoc.de/index.php/en/inspections
http://www.apak-aoc.de/index.php/en/inspections
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vocacy threats, familiarity threats, and/or intimidation threats do not neces-

sarily mean that an audit partner’s independence is compromised. If the cir-

cumstances themselves for making judgments are obviously not significant, 

or combined with the safeguards laid out in sec. 22 BS WP/vBP are as a whole 

assessed as not significant, an audit partner is assumed to be independent. The 

safeguards in sec. 22 BS WP/vBP mitigate threats that the audit partner’s in-

dependence is perceived as compromised. Amongst others, the safeguards in-

clude discussion with the supervisory bodies or with oversight authorities out-

side the company as well as transparency provisions. 

Furthermore, there are also professional safeguards to ensure that the audit is 

conducted in compliance with professional standards and applicable regula-

tory requirements. Only engagements are to be undertaken that ensure that 

the audit partner is competent to perform the engagement, has the capabilities, 

including the time and resources, to do so, and has considered the integrity of 

the client.194 If the audit assignment is accepted even though doubts about the 

engagement risks and the client’s integrity exist, the audit partner is to docu-

ment if and how these doubts have been allayed.195 On recurring audits, the 

audit partner is to review whether significant matters have occurred that re-

quire the revision of the terms of the audit engagement. For example, the con-

sequences of an expansion of the client’s business operations into areas where 

the audit firm does not possess the necessary expertise must be analyzed.196 

In assessing the engagement risks, the audit partner is to evaluate whether the 

competence and capabilities required to perform the audit are met. This im-

plies that the audit partner analyzes whether the personnel have the industry-

specific knowledge, have sufficient experience with the regulatory or report-

ing requirements, or have the ability to gain the necessary skills and 

knowledge. This also includes the evaluation of the availability of sufficiently 

competent personnel, such as experts or individuals meeting the criteria and 

eligibility requirements to perform engagement quality control review, and 

                                                 

194  Cf. VO 1/2006.56, .58; ISQC 1.11, 26 ff. 
195  Cf. VO 1/2006.59; ISQC 1.27c.  
196  Cf. VO 1/2006.62; ISQC 1.A21. 
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whether the engagement can be completed within the reporting deadline.197 

Along with the review of the engagement risks, the audit partner has to con-

sider the integrity of the client.198 The client’s integrity is to be judged based 

on the nature of the client’s operation, the identity and business reputation of 

the principal owners, key management, and those charged with its govern-

ance, whether indications of fee pressure and inappropriate limitation of the 

scope of work are present, and whether indications of money laundering or 

other criminal activities exist. Furthermore, the attitude towards an aggressive 

interpretation of accounting standards and the internal control environment 

are to be evaluated. If the audit partner has been newly appointed, the reasons 

for the non-reappointment of the previous audit partner are to be identified.199  

2.3.4 Current Developments 

In the aftermath of the financial crisis of 2008 the European Commission (EC) 

published on October 13th, 2010 a Green Paper in order to open a debate on 

the role and scope of audits. The Green Paper raises the question of how banks 

that revealed huge on and off-balance sheet losses from 2007 to 2009 could 

have received a clean audit report.200 One of the concerns raised by the Green 

Paper is the independence of the auditor, which should be “the unshakeable 

bedrock of the audit environment”201. In this context, the Green Paper puts 

forward various propositions on how the audit function can be enhanced and 

can therefore contribute to increased financial stability. Amongst others, the 

EU Commission proposes limiting the length of the audit firm tenure to a 

predetermined period (mandatory rotation of audit firms). It is argued that 

extended audit firm tenure is not compatible with the desirable standards of 

independence and outweighs the positive effect of client-specific 

                                                 

197  Cf. VO 1/2006.56, .61; ISQC 1.26a, A18. 
198  Cf. VO 1/2006.58; ISQC 1.26c. 
199  Cf. VO 1/2006.60; ISQC 1.A19. This information can be obtained by communications 

with the predecessor auditor, discussions with third parties, such as bankers, legal 
counsel, and industry peers, or via relevant databases, periodicals or information in the 
internet. Cf. VO 1/2006.60; ISQC 1.A20. 

200  Cf. European Commission (2010), pp. 1 ff. For a critical discussion, see Humphrey et 
al. (2011), pp. 431 ff. 

201  European Commission (2010), p. 10. 
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knowledge.202 Professional associations, such as the IDW, IFAC, and 

AICPA, however, argue that the implemented regulatory safeguards, includ-

ing the mandatory rotation at audit partner level, are sufficient to safeguard 

the audit firm’s independence. A mandatory audit firm rotation only leads to 

the loss of client-specific knowledge and ultimately harms audit quality.203 

Supervisory boards as well as management representatives also appear to as-

sociate a mandatory audit firm rotation with a decrease in the benefit of audits 

and higher costs.204 

Although there are regulatory as well as economic safeguards to countervail 

potential detrimental effects of an extended relationship with a client, it ap-

pears that regulators have come to the conclusion that these safeguards do not 

suffice.205 On June 16th, 2014, the EU published the Regulation (EU) 

No. 537/2014, which includes the requirement of a mandatory audit firm ro-

tation. A 10 year or shorter term of audit firm rotation for all public interest 

entities in the EU is required. The period can be further extended for up to a 

maximum of 10 years if a tender is undertaken, or up to a maximum of 

14 years if a joint audit is adopted.206

                                                 

202  Cf. European Commission (2010), pp. 10 ff. 
203  Cf. AICPA (2010), p. 5; IDW (2010), pp. 23 f.; IFAC (2010), p. 14. 
204  Cf. Ruhnke/Schmidt (2014), pp. 10 ff. 
205  Cf. http://europa.eu/rapid/press-release_MEMO-14-256_en.htm?locale=en (Last Ac-

cessed: February 28th, 2015). 
206  Cf. European Commission (2014), art. 17. 

http://europa.eu/rapid/press-release_MEMO-14-256_en.htm?locale=en
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3 Literature Review and Hypotheses Development 

The objective of this study is to investigate the effect of audit firm and audit 

partner tenure on audit quality. The following sections therefore discuss com-

mon proxies used to infer audit quality ( 3.1) and provide a literature review 

of the effect of auditor tenure on audit quality( 3.2). Section 3.3 then for-

mulates the hypotheses based on the theoretical considerations and existing 

empirical evidence. 

3.1 Proxies to Infer Audit Quality 

Audit quality is difficult to observe and assess due to the asymmetric distri-

bution of information between the auditor and external parties, as well as due 

to different perceptions of audit quality ( 2.2.1).207 For example, the amount 

of effort required to satisfy professional standards, such as labor allocation, 

timing and extent of audit procedures, the extent of sampling, the competence 

(technological capabilities), or the independence to name a few, are infor-

mation that is ultimately only directly observable by the auditor. Auditees and 

claimholders as non-experts may not be able to judge the appropriateness of 

these decisions. These information asymmetries make it difficult to directly 

assess audit quality.208,209 The audit report as well provides at best only lim-

ited insights to directly infer audit quality since the wording is in almost all 

cases a generic template.210 A broad variety of proxies are employed in audit-

ing research to infer audit quality. Common proxies are based on the primary 

outcomes of the audit process: (1) the audit report and (2) the audited financial 

                                                 

207  Cf. Causholli/Knechel (2012), p. 632; Knechel et al. (2013), pp. 385 f. 
208  Cf. Causholli/Knechel (2012), p. 632. 
209  Francis (2004) only refers to the difficulty of assessing audit quality ex ante. An audit 

is therefore an experience-good, which allows the assessment of the quality after the 
purchase. However, more recent literature argues that an audit is a credence good, i.e. 
the quality can only be observed at prohibitive costs. Cf. Francis (2004), footnote 4. 
For a more in-depth analysis, see Causholli/Knechel (2012), pp. 631 ff. 

210  In the sample virtually all audit reports are based on the wording suggested by the 
IDW PS 400.  
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statements.211 Whereas the audit report is directly under the auditor’s control, 

the audited financial statements are a joint statement of the client and the au-

ditor.212  

3.1.1 Going-Concern Opinion 

The first source that provides information to infer audit quality is the audit 

opinion in the audit report. The form of the audit opinion is the final cumula-

tive audit decision and communicates the auditor’s findings to the financial 

statements users. Auditing research draws from the assessment of the client’s 

going-concern assumption in the audit report to infer audit qual-

ity ( 2.3.1).213 By addressing issues related to the going-concern assump-

tion in the audit report, the auditor warns financial statements users of im-

pending going-concern problems.214 The decision-making process with re-

gard to going-concern uncertainties can be described as a two-stage process 

that involves negotiations with the client. In the first stage, the auditor is to 

decide whether there are substantial doubts about the client’s going-concern. 

In the second stage, subsequent information cues are used to decide whether 

to issue a going-concern opinion (GCO).215 In both stages, the auditor exer-

cises considerable judgment.216 The negotiation process with clients in finan-

cial distress is particularly sensitive. Such clients seek to avoid receiving a 

going-concern opinion in order to avoid negative consequences that might 

arise due to a GCO in the audit report.217 

                                                 

211  These proxies are used to infer actual audit quality. Furthermore, there are proxies to 
measure perceived audit quality, i.e. how credible audited financial statements are per-
ceived. These proxies can be deduced from capital market participants, from surveys, 
or experiments with financial statements user groups. Since this study deals with actual 
audit quality, I refrain from discussing perceived audit quality. Cf. Mansi et al. (2004), 
pp. 755 ff.; Watkins et al. (2004), p. 153; Ghosh/Moon (2005), pp. 585 ff.; 
Kaplan/Mauldin (2008), pp. 177 ff. For a comprehensive overview of studies investi-
gating perceived audit quality, see Wiemann (2011), pp. 175 ff. 

212  Cf. Antle/Nalebuff (1991), p. 31; Francis (2011), p. 129. 
213  Cf. Geiger/Raghunandan (2002a), p. 70; Francis (2011), pp. 128 f. 
214  Cf. DeFond et al. (2002), pp. 1248 f.; Geiger/Raghunandan (2002a), pp. 70 f. 
215  Cf. Mutchler (1985), p. 670. 
216  Cf. Mutchler (1984), pp. 17 ff.; Mutchler (1985), pp. 668 ff.; Mutchler et al. (1997), 

pp. 295 ff.; Carson et al. (2013), pp. 353 ff. 
217  Cf. Geiger/Raghunandan (2002a), pp. 70 f.; Geiger/Raghunandan (2002b), p. 18. 
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3.1.1.1.1 Relation to Audit Quality 

Receiving a GCO can cause a drop in the stock price, which can affect the 

managers’ compensation in case of stock-based remuneration.218 Managers 

might exert pressure on the auditor not to render a GCO.219 A GCO could also 

result in more difficulties in obtaining a loan due to lenders adjusting the 

terms of the loans or due to suppliers curtailing the credits.220 Difficulties in 

the procurement of equity and borrowed capital could ultimately lead to a 

self-fulfilling prophecy, i.e. the GCO either caused or contributed to the fi-

nancial demise of the company.221 An impending bankruptcy might put the 

auditor under even higher pressure from managers not to render a GCO.222 

Empirical evidence suggests that managers of such companies are subject to 

higher turnover rates.223 Resigning managers suffer not only income losses 

but also losses of non-pecuniary benefits, such as reputational damages, if the 

turnover is viewed as a sign of incompetence.224 Not succumbing to manag-

ers’ pressure may lead to the loss of the client and therefore the loss of future 

fees. Empirical evidence supports the notion that auditors issuing a GCO are 

more likely to be dismissed in the subsequent year.225 Refraining from the 

issuance may ensure the retention of the client, however, it may also lead to 

litigation and reputation loss in case of subsequent client failure.226 For ex-

                                                 

218  Cf. Blay/Geiger (2001), pp. 209 ff. For an overview of empirical evidences, see Carson 
et al. (2013), pp. 369 f. 

219  Cf. Craswell (1988), p. 24. 
220  Cf. Firth (1980), pp. 257 ff.; Menon/Williams (2010), pp. 2075 ff. Bessell et al. (2003), 

however, do not find that highlighting going-concern issues affects the probability of 
obtaining loans. Cf. Bessell et al. (2003), pp. 261 ff. 

221  The majority of studies using U.S. samples corroborates the existence of a self-ful-
filling prophecy (e.g. Geiger et al. (1998) and Pryor/Terza (2002)), whereas studies 
using European samples show mixed results. Citron/Taffler (1992) cannot confirm the 
existence of a self-fulfilling prophecy for the U.K. Vanstraelen (2003), however, pro-
vides evidence for the existence for the Belgian market. In a recent study, Frey (2014) 
reports some evidence for the existence of a self-fulfilling prophecy using a German 
sample. Cf. Citron/Taffler (1992), pp. 337 ff.; Geiger et al. (1998), pp. 117 ff.; 
Pryor/Terza (2002), pp. 89 ff.; Vanstraelen (2003), pp. 231 ff.; Frey (2014), pp. 168 ff.  

222  Cf. Callaghan et al. (2009), p. 157. 
223  Cf. Henderson (2007), pp. 1595 f. 
224  Cf. Gilson (1989), pp. 248 ff. 
225  Cf. Krishnan/Stephens (1996), pp. 224 ff.; Lennox (2000), pp. 321 ff.; Carson et 

al. (2013), p. 362. 
226  Cf. Mutchler (1984), pp. 23 f.; Carcello/Palmrose (1994), p. 4; Reynolds/Fran-

cis (2000), p. 379. 
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ample, Carcello/Palmrose (1994) find that the lowest payments and the high-

est dismissal rate of litigation are associated with reports addressing going-

concern issues. In turn, the highest payments are imposed on auditors where 

the audit report did not highlight impending going-concern problems.227  

Audit quality can be inferred in two ways. The first approach assesses the 

“accuracy” of a GCO by examining the relation between an audit report con-

taining a GCO and client business failure.228 The second approach assesses 

audit quality by examining the auditor’s propensity of issuing a GCO.229 

“Accuracy” of a GCO 

In the first approach, audit quality is inferred by the “accuracy” of a GCO. 

The auditor is subject to two potential misclassifications, a type I error and a 

type II error, when expressing substantial doubt about the client’s going-con-

cern.230 A type I error refers to a client that receives a GCO but subsequently 

remains viable. A type II error is present if a failed client does not receive a 

GCO prior to the failure.231 Both errors are considered audit failures. Audit 

quality is therefore assessed by the “accuracy” of the auditor’s prediction of 

the client’s business failure.232 Audit quality is deemed to be lower/higher if 

the type I error or type II error rate is higher/lower.233 

Propensity of Issuing a GCO 

The second approach assesses audit quality by focusing on the auditor’s pro-

pensity of issuing a GCO.234 Unlike the first approach, the auditor’s propen-

sity of issuing a GCO examines the factors underlying the issuance of a 

GCO.235 Audit quality is thereby assessed by whether various client-specific 

                                                 

227  Cf. Carcello/Palmrose (1994), pp. 23 f. 
228  Cf. Francis (2011), pp. 128 f.; Carson et al. (2013), pp. 355 f. 
229  Cf. Carey/Simnett (2006), p. 658; Knechel/Vanstraelen (2007), p. 114; Francis (2011), 

p. 129. 
230  Cf. Francis (2011), pp. 128 f.; Carson et al. (2013), pp. 355 f. 
231  Cf. Hopwood et al. (1989), footnote 13; Geiger/Raghunandan (2002b), p. 18; Carey 

et al. (2008), p. 62. 
232  Cf. Francis (2011), pp. 128 f.; Carson et al. (2013), pp. 355 f. 
233  Cf. Geiger/Rama (2006), p. 4. 
234  Cf. Carey/Simnett (2006), p. 658; Knechel/Vanstraelen (2007), p. 114; Francis (2011), 

p. 129. 
235  Cf. Carson et al. (2013), pp. 354 ff. 



 43 

characteristics, such as financial ratios, client size, etc., and auditor charac-

teristics, such as audit firm size, tenure, industry expertise etc., have an effect 

on the auditor’s propensity of issuing a GCO.236 Higher quality auditors are 

assumed to “exercise unfettered professional judgment when planning and 

conducting the audit, and reporting the results of their findings in their audit 

report.”237 Audit quality is therefore deemed to be lower/higher if auditor-

specific factors are associated with a lower/higher probability of issuing a 

GCO. 

3.1.1.1.2 Discussion 

When inferring and interpreting audit quality by the “accuracy” of the audi-

tor’s prediction of the client’s business failure, audit quality is dichotomized 

into audit failure and no audit failure. However, one has to keep in mind that 

a type I error and a type II error are only statistical in nature. From the per-

spective of reporting standards, these alleged misclassifications are, strictly 

speaking, no true reporting errors since the auditor is not charged with pre-

dicting a client’s failure.238 The auditor merely states that, based on the 

knowledge of the client at the time of the reporting, material uncertainty was 

present that the client may not survive at least 12 months from the balance 

sheet date.239 Unforeseeable events might change the client’s status. In this 

case, a type I error and a type II error can arise even though the auditor has 

appropriately incorporated all available information in the decision-making 

process.240 Furthermore, the relationship between a GCO and subsequent 

bankruptcy might not capture true audit failure. First, a GCO may result in 

the financial demise of a client that would otherwise have survived had the 

client not received such a highlight (self-fulfilling prophecy).241 And second, 

                                                 

236  Cf. Mutchler (1985), pp. 671 ff.; Mutchler et al. (1997), pp. 289 ff.; 
Reichelt/Wang (2010), pp. 676 ff. 

237  Geiger/Raghunandan (2002a), p. 69. 
238  Cf. Carey et al. (2008), pp. 62 f.; European Commission (2011), p. 35; Francis (2011), 

footnote 7. 
239  Cf. Geiger/Rama (2006), pp. 2 f.; ISA 570.13; IDW PS 270.8, .20a. 
240  Cf. Geiger/Rama (2006), p. 2. 
241  Cf. Carson et al. (2013), p. 370. 
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potential client failure is only one possible outcome of a GCO. Other possible 

outcomes may be liquidation, reorganization, or a merger.242 

When inferring audit quality based on the auditor’s propensity of issuing a 

GCO, the sample is usually restricted to clients that are deemed to be in fi-

nancial distress. It is argued that the auditor’s decision is more salient since a 

GCO is not issued to clients that are not financially distressed and subse-

quently fail.243 It is critical for the interpretation of the results to identify cli-

ents that exhibit sufficient levels of financial distress that causes the auditor 

to seriously consider issuing a GCO. Including clients with only minimal in-

dicators of financial distress may lead to spurious results.244 However, the 

restriction to financially distressed clients can also lead to a small sample size 

that weakens the power of tests.245 

3.1.2 Earnings Quality 

 Preliminary Remarks 

The second source of information for inferring audit quality are the audited 

financial statements. The proxies derived from the financial statements ad-

dress the earnings quality of the client (financial reporting quality). The ob-

jective of audited financial statements is to provide financial statements users, 

such as existing and potential investors, with financial information that is use-

ful in making decisions about buying, selling, or holding equity and debt in-

struments.246 The decision depends on the return that is expected from the 

investment, which is assessed by the amount, timing, and uncertainty of the 

company’s prospect for future net cash inflows.247 But realized cash flows 

suffer from timing and matching problems.248 For example, selling goods on 

                                                 

242  Cf. Nogler (1995), p. 55. 
243  Cf. McKeown et al. (1991), p. 3; Reynolds/Francis (2000), p. 390; Carey/Sim-

nett (2006), p. 660; Geiger/Rama (2006), p. 5. 
244  Cf. Blay/Geiger (2013), p. 600. 
245  Cf. Ronen/Yaari (2008), pp. 415 f.; Carson et al. (2013), p. 372. 
246  Cf. IFRS Conceptual Framework.OB2. Other groups of financial statements users 

mentioned in the conceptual framework are lenders and other creditors. Cf. IFRS Con-
ceptual Framework.OB2. 

247  Cf. IFRS Conceptual Framework.OB3 f. 
248  Cf. Dechow (1994), p. 4. 
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credit does not lead to the booking of the cash receipt although it affects the 

company’s current performance. Assessing the company’s economic situa-

tion solely based on the cash receipts does not reflect the company’s (past 

and) future performance. For this reason, generally accepted accounting 

standards grant managers discretion in the timing of the cash flow recognition 

in earnings (accrual accounting), which are assumed to provide a better basis 

for assessing the company’s past and future performance.249 

Managers can use accruals to convey private information about the com-

pany’s future cash inflows to financial statements users.250 At the same time, 

however, managers could use the discretion granted by accrual accounting to 

manage earnings.251 Earnings management can be defined as managers using 

“judgment in financial reporting and in structuring transactions to alter fi-

nancial reports to either mislead some stakeholders about the underlying eco-

nomic performance of the company or to influence contractual outcomes that 

depend on the reported accounting numbers.”252 According to this definition, 

earnings management can occur within the GAAP boundaries by exerting 

systematic choices and beyond the boundaries of GAAP, i.e. outright misrep-

resentation and fraud. The conceptual distinction of distinguishing between 

earnings management within and beyond the GAAP bounds is clear, but ac-

tually distinguishing between earnings management within and beyond the 

GAAP bounds is difficult since managerial intents to deceive are not (di-

rectly) observable. Aggressive earnings management within the bounds of 

GAAP constitute outright misrepresentation and fraud when there are mana-

gerial intents to deceive.253 

The responsibility of the auditor is to obtain reasonable assurance that the 

financial statements as a whole are in all material respects, free from material 

misstatements, whether due to intentional or unintentional errors. It is there-

fore within the auditor’s responsibilities to detect and constrain only earnings 

                                                 

249  Cf. Dechow (1994), p. 4; IFRS Conceptual Framework.OB17. 
250  Cf. Healy/Wahlen (1999), p. 369; Beneish (2001), pp. 4 f.; Ronen/Yaari (2008), p. 25. 
251  Cf. Dechow (1994), p. 5; Dechow/Skinner (2000), p. 238. 
252  Healy/Wahlen (1999), p. 368. 
253  Cf. Dechow/Skinner (2000), pp. 238 f.; Francis (2011), footnote 12. 
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management that violates GAAP.254 As previously mentioned, managerial in-

tent is the “crux” when distinguishing accounting choices to convey private 

information and overly aggressive accounting choices within GAAP from ac-

counting choices that are exerted to deceive financial statements users (inten-

tional errors).255 The problem (for researchers) when assessing audit quality 

is specifying a model to identify misstatements. There are external indicators 

of earnings misstatements, which are the issuance of a restatement, enforce-

ment actions, and successful litigation. The advantage of these indicators is 

that an outside party has already identified a problem with the quality of the 

financial statements (low earnings quality).256 These indicators take a legal 

point of view and dichotomize audit quality into audit failure and no audit 

failure.257 Audit quality, however, can also be conceptualized as “a theoreti-

cal continuum ranging from very low to very high audit quality.”258 All audits 

are assumed to “meet minimum legal and professional standards (except of 

course the case of outright audit failure) and therefore the research focuses 

on differential audit quality above and beyond legal minimum.”259 Indicators 

of continuous earnings quality are the probability of meeting or just beating 

certain earnings benchmarks and the magnitude of discretionary accruals. 

Both measure the variation in audit quality of audits that are non-failures.260 

Higher probabilities of meeting or just beating certain earnings benchmarks 

and extreme values of discretionary accruals might indicate high levels of 

earnings management and thus, low earnings quality.261 Audit quality is there-

fore deemed to be lower/higher if auditor-specific factors, after controlling 

                                                 

254  Cf. sec. 317 I 3 HGB; IDW PS 210.12 (status as of December 12th, 2012); ISA 200.11. 
255  For example, according to IAS 18.14 recognizing revenue from a sale of goods on 

credit depends on whether the risks and rewards have been transferred to the buyer. 
The accrued income of the transaction can convey private information if risks and re-
wards have been transferred, can be interpreted as aggressive earnings management if 
managers interpret IAS 18.14 overly optimistic and is outright fraud if the transaction 
is fictitious and/or booked with the intent to deceive financial statements users. 

256  Cf. Dechow et al. (2010), p. 371. 
257  Cf. Francis (2011), p. 127. 
258  Francis (2004), p. 346. 
259  Ibid., p. 352. 
260  Cf. Francis (2011), p. 129. 
261  Cf. Lo (2008), pp. 351 ff. 
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for other (non-audit) factors, have a negative/positive effect on earnings qual-

ity.262,263 

In the following, the earnings quality measures financial restate-

ments ( 3.1.2.2), SEC enforcement actions and successful litiga-

tion ( 3.1.2.3), benchmark beating ( 3.1.2.4), and the magnitude of dis-

cretionary accruals ( 3.1.2.5) are presented, and the extent to which these 

earnings quality measures provide insights about audit quality is discussed. 

 Financial Restatements 

3.1.2.2.1 Relation to Audit Quality 

Restatements are issued if audited financial statements are incorrect due to 

the misapplication of GAAP.264 The misapplication of GAAP can be at-

tributed to accounting standard complexity (“misunderstanding of compli-

cated GAAP”265) or accounting system errors. However, restatements can also 

be attributed to intentional errors (irregularities) that are caused by aggressive 

accounting policies with the objective to manage earnings.266 The issuance of 

a restatement is usually associated with audit failure since it is within the au-

ditor’s responsibilities to obtain reasonable assurance that the financial state-

ments as a whole are in all material respects in accordance with the applicable 

GAAP. Thus, the detection of intentional and unintentional errors that mate-

                                                 

262  Cf. Francis (2011), p. 130. Auditor-specific factors, such as auditor tenure, do not di-
rectly measure audit quality. A significant association would provide evidence that 
there are systematic differences in earnings quality conditional on certain auditor-spe-
cific factors from which audit quality differences can be inferred. Cf. Francis (2011), 
p. 130. 

263  Another factor influencing earnings quality is the quality of the accounting standards. 
The employed research design is subject to limitations since it does not allow separa-
tion of audit quality from the quality of the financial reporting standards. If reporting 
standards are of poor quality, e.g. due to financial reports being misleading in spite of 
being acceptable under accounting standards, audit quality could be erroneously as-
sessed. Cf. Lo (2008), p. 351; Knechel (2009), pp. 5 f.; Knechel et al. (2013), p. 398. 

264  Cf. Hennes et al. (2008), p. 1488. 
265  Ettredge et al. (2010), p. 333. 
266  Cf. Hennes et al. (2008), pp. 1488 ff.; Plumlee/Yohn (2010), pp. 43 f. 
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rially affect the financial statements are within the responsibilities of the au-

ditor.267 Audit quality is therefore deemed to be lower/higher if auditor-spe-

cific factors are associated with a higher/lower probability of a client issuing 

a restatement of audited financial statements.268 

3.1.2.2.2 Discussion 

Restated financial statements implicitly acknowledge that the filed financial 

statements are not in accordance with the applicable reporting framework,269 

and are viewed as “the most visible indicator of improper accounting.”270 But 

a restatement may also provide only partial insights to audit quality. The mere 

existence of material misstatements does not automatically suggest audit fail-

ure.271 The auditor is responsible for obtaining reasonable assurance that the 

financial statements are free from material misstatements, whether caused by 

fraud or error. The primary responsibility to prevent and detect fraud rests 

with the management and those charged with governance. Even if the auditor 

has properly planned and performed the audit, the inherent limitations of au-

dits may lead to financial statements being materially misstated.272 The ab-

sence of material misstatements in turn, does not automatically suggest high 

audit quality. An audit that is not properly planned and performed may be 

classified as having high audit quality just because there are no material mis-

statements to be detected, i.e. the financial statements are already drawn up 

by management in accordance with the applicable reporting framework.273 

                                                 

267  Cf. sec. 317 I 3 HGB; IDW PS 210.12; ISA 200.11. 
268  Cf. Francis (2011), p. 130. 
269  Cf. Kinney et al. (2004), pp. 568 f.; Palmrose/Scholz (2004), p. 144. 
270  Palmrose/Scholz (2004), p. 144. 
271  Cf. IAASB (2014), p. 37. 
272  Cf. IDW PS 210.8, .14; ISA 200.A51 f.; ISA 240.4 f.; IAASB (2014), p. 37. 
273  Cf. IAASB (2014), p. 37. 
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 Enforcement Actions and Successful Litigation274 

3.1.2.3.1 Relation to Audit Quality 

Enforcement actions by the Securities and Exchange Commission (SEC) in 

the United States are also used to infer audit failure. The SEC publishes ac-

counting and auditing enforcement releases (AAER) that describe alleged vi-

olations of accounting and auditing provisions of securities law.275 Further-

more, if the allegations are corroborated (e.g. fraud), the SEC may commence 

an enforcement action, such as taking actions against professionals, or having 

a company restate the published financial statements.276 In the auditing liter-

ature, SEC enforcement actions are used to infer audit quality.277 Conceptu-

ally related to AAER is successful litigation against an auditor. A successful 

litigation indicates unambiguously audit failure and is arguably the most def-

inite measure for audit failure.278 Similar to the issuance of a restatement, 

AAER or successful litigation are associated with audit failure since it is 

within the auditor’s responsibilities to detect intentional as well as uninten-

tional errors.279 Audit quality is therefore deemed to be lower/higher if audi-

tor-specific factors are associated with a higher/lower probability of the issu-

ance of AAER or successful litigation.280 

3.1.2.3.2 Discussion 

Similar to the discussion on inferring audit quality by the issuance of a re-

statement ( 3.1.2.2.2), the absence of litigation and enforcement actions do 

not automatically imply high audit quality. A (successful) litigation case is 

quite rare since disputes are often settled before they reach a formal state of a 

lawsuit or are settled out of court before a case goes to trial.281 The number 

                                                 

274  In Germany, a body with authorities comparable to the SEC does not exist. Further-
more, ongoing investigations are not made public. For a more in-depth description of 
German enforcement mechanism, see Hitz et al. (2012), pp. 257 ff. 

275  Cf. Janvrin et al. (2010), pp. 2 f. 
276  Cf. Dickey et al. (2001), pp. 10 ff. 
277  Cf. e.g. Bonner et al. (1998), pp. 503 ff.; Carcello/Nagy (2004), pp. 55 ff.; Fran-

cis (2011), pp. 127 f. 
278  Cf. Francis (2011), p. 127. 
279  Cf. sec. 317 I 3 HGB; IDW PS 210.12; ISA 200.11. 
280  Cf. Francis (2011), p. 130. 
281  Cf. ibid., p. 127. 
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of enforcement actions may also be biased downwards because formal inves-

tigations are costly. The focus of the SEC may lie on cases that have a high 

probability of success and a potential message value.282 Furthermore, the 

presence of an enforcement action does not reflect audit failure since the au-

ditor does not formally admit to professional negligence. Most proceedings 

are resolved by negotiation, such as restraining from certain activities that 

impair audit quality.283 

 Benchmark Beating 

3.1.2.4.1 Relation to Audit Quality 

Statistical observations document a discontinuity around certain earnings 

benchmarks.284 Assuming a normal distribution, there are fewer cases of 

missing an earnings benchmark than expected. It is hypothesized that this sta-

tistical anomaly can be attributed to earnings being managed.285 A common 

(but controversial) interpretation of this anomaly is that a company with un-

managed earnings that is just below the heuristic target (just below “zero”) 

intentionally manages earnings in order to meet or just beat the heuristic tar-

get.286 Empirical evidence documents the relevance of earnings benchmarks. 

Missing an earnings benchmark is perceived negatively by the capital market 

and can lead to stock devaluations.287 This can affect the private wealth of 

managers in the case of stock-based remuneration. Furthermore, managers are 

concerned with their external reputation and associate missing earnings 

benchmarks with managerial failure.288 In the literature, analysts’ forecasts, 

current year’s earnings and prior year’s earnings are discussed as targeted 

                                                 

282  Cf. Feroz et al. (1991), pp. 111 f.; Dechow et al. (2011), p. 18. 
283  Cf. Dickey et al. (2001), p. 13; Francis (2011), pp. 127 f. 
284  Cf. e.g. Hayn (1995), p. 132; Burgstahler/Dichev (1997), p. 109; Degeorge et 

al. (1999), pp. 19 ff.; Holland/Ramsay (2003), p. 53; Phillips et al. (2003), p. 500; 
Ayers et al. (2006), p. 641; Daske et al. (2006), pp. 148 ff.; McVay et al. (2006), p. 586. 

285  Cf. Hayn (1995), p. 132; Dechow et al. (2010), pp. 364 f. 
286  Cf. Dechow et al. (2010), p. 364. 
287  Bartov et al. (2002), Kasznik/McNichols (2002) and Skinner/Sloan (2002) show that 

failing earnings benchmarks leads to negative stock price reactions on the announce-
ment date. Cf. Bartov et al. (2002), pp. 173 ff.; Kasznik/McNichols (2002), pp. 727 ff.; 
Skinner/Sloan (2002), pp. 289 ff. 

288  Cf. Graham et al. (2005), p. 28; McVay et al. (2006), pp. 579 f.; Dichev et al. (2013), 
pp. 26 ff.; Dichev et al. (2014), pp. 16 ff. 



 51 

earnings benchmarks.289 Meeting or just beating analysts’ forecasts, meeting 

or just beating the profit threshold, and meeting or just beating prior year’s 

earnings are therefore proxies of earnings management, which indicate low 

earnings quality.290 

It is argued that managers use quantitatively immaterial earnings overstate-

ments (intentional misstatements) as a means to meet or just beat earnings 

benchmarks.291 Misstatements, however, that are quantitatively immaterial 

are classified as material if associated with the objective to meet or just beat 

certain earnings benchmarks. Thus, it is within the auditor’s responsibilities 

to assess whether managers use quantitatively immaterial misstatements (or 

material misstatements) to meet or just beat certain earnings targets.292 Man-

agers are more likely to choose more subtle approaches when attempting to 

meet or just beat certain earnings targets.293 For example, they are more likely 

to use multiple positions to accumulate the necessary amount rather than us-

ing one single position. A high quality auditor is more likely to detect and 

constrain such subtle accounting practices. Hence, audit quality is deemed to 

be lower/higher if auditor-specific factors are associated with a higher/lower 

probability of meeting or just beating a targeted earnings benchmark.294 

3.1.2.4.2 Discussion 

The interpretation that the discontinuity around certain earnings benchmarks 

is caused by earnings being managed is subject to much discussion.295 The 

discontinuity in the distribution of analysts’ forecasts is argued to be induced 

                                                 

289  Cf. Hayn (1995), p. 132; Burgstahler/Dichev (1997), p. 109; Degeorge et al. (1999), 
p. 20; Holland/Ramsay (2003), p. 53; Phillips et al. (2003), p. 500; Ayers et al. (2006), 
p. 641; McVay et al. (2006), p. 586. 

290  Cf. Dechow et al. (2010), pp. 364 f. 
291  Cf. Levitt (1998). With regard to beating analysts’ forecasts, Richardson et al. (2004) 

document that optimistic forecasts are “walked down” to a level that managers are able 
to beat the benchmark at earnings announcement. Cf. ibid., pp. 899 ff. 

292  Cf. IDW PS 210.12; ISA 200.11; ISA 450.A16 (status as of December 15th, 2009). 
293  Cf. Dichev et al. (2014), pp. 17 f. 
294  Cf. Francis (2011), p. 130. 
295  Cf. e.g. Durtschi/Easton (2005), pp. 557 ff.; Jacob/Jorgensen (2007), pp. 369 ff.; 

Durtschi/Easton (2009), pp. 1249 ff. 
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by analyst forecast errors296 having a tendency to be greater when being opti-

mistic (the forecast error is negative) than when being pessimistic (the fore-

cast error is positive). This in turn, leads to observations with negative fore-

cast errors spreading away from zero, whereas observations with positive 

forecast errors cluster around zero. It is argued that this causes the disconti-

nuity.297 The discontinuity around the profit threshold and prior year’s earn-

ings is argued to be induced mechanically by the deflation of the earnings 

figure and by sample selection criteria.298  

Deflation of the Earnings Figure 

The rationale of deflating the earnings figure is to homogenize characteristi-

cally heterogeneous companies.299 Durtschi/Easton (2005) and 

Durtschi/Easton (2009) report an asymmetrical valuation of small profit com-

panies and loss companies. A small profit company tends to have a higher 

beginning-of-year market value, whereas a loss company tends to have a 

lower beginning-of-year market value.300 The deflation shifts relatively more 

observations of small profit companies towards zero, whereas loss companies 

are shifted away from zero. The selective scaling301 therefore causes the dis-

continuity around zero.302 Burgstahler/Chuk (2014) address this finding and 

report consistent with Durtschi/Easton (2005) and Durtschi/Easton (2009) an 

asymmetrical valuation. At the same time, however, they find that the effect 

                                                 

296  The forecast error is usually calculated as reported earnings per share less the consen-
sus forecast of earnings per share of the analysts. Cf. e.g. Degeorge et al. (1999), p. 20. 

297  Cf. Durtschi/Easton (2005), pp. 585 ff. 
298  Cf. ibid., pp. 562 ff. An alternative explanation of the distribution are asymmetric treat-

ment of gains and losses for tax purposes and the effect of special items. Cf. Beaver et 
al. (2007), pp. 525 ff. 

299  Cf. e.g. Burgstahler/Dichev (1997), pp. 102 ff.; Degeorge et al. (1999), pp. 19 ff.; 
Coulton/Taylor (2005), pp. 559 f. 

300  They come to the same conclusion when using other deflators, such as beginning-of-
year total assets. Cf. Durtschi/Easton (2005), pp. 579 f.; Durtschi/Easton (2009), 
pp. 1262 ff. 

301  Cf. Burgstahler/Chuk (2014), p. 14. 
302  Cf. Durtschi/Easton (2005), pp. 573 ff.; Durtschi/Easton (2009), pp. 1257 ff. 
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of selective scaling accounts only for a relatively small portion of the discon-

tinuity.303 Burgstahler/Chuk (2014) conclude that the discontinuity is not in-

duced by an asymmetrical valuation of small profit and loss companies.304 

Jacob/Jorgensen (2007) also examine whether the discontinuity is caused by 

selective scaling. They argue that if the discontinuity is due to selective scal-

ing, a discontinuity should be then also visible for earnings other than for the 

annual periods, i.e. quarterly earnings where incentives to manage earnings 

are weaker. Their results show only a discontinuity for the fiscal year annual 

earnings, which corroborates the interpretation of the discontinuity as earn-

ings management.305 

Sample Selection Criteria 

Durtschi/Easton (2005) and Durtschi/Easton (2009) find that a larger propor-

tion of loss companies do not have data of the beginning-of-year market val-

ues available leading to the deletion of these companies from the sample. 

They reckon that the discontinuity may be partially induced by the deletion 

of these observations from the sample.306 Burgstahler/Chuk (2014) address 

this issue by examining the distribution of non-deflated earnings, separately 

for companies with and without beginning-of-year market value data and re-

port significant discontinuities in the distribution for both company types.307 

                                                 

303  In detail, they construct four portfolios corresponding to the quartiles of price per 
share. They find selective scaling for the lowest quartile but not for the remaining 
quartiles. Selective scaling in the lowest quartile only accounts for 10% of the discon-
tinuity observations. Cf. Burgstahler/Chuk (2014), pp. 15 ff. 

304  Cf. ibid., p. 16. 
305  Cf. Jacob/Jorgensen (2007), pp. 372 ff. Durtschi/Easton (2009) criticize the employed 

research method. They argue that Jacob/Jorgensen (2007) assume that the quarterly 
earnings of the first three quarters in year t are related to the quarterly earnings of the 
fourth quarter in t-1 in the same way as with the quarterly earnings of the fourth quarter 
in t. In the U.S., the integral method of accounting is prescribed. For example, expenses 
are allowed to be allocated within the same fiscal year into different quarters but cannot 
be allocated across fiscal years. Therefore, quarterly earnings used as a benchmark are 
deemed to be inappropriate. Furthermore, they add that interim reports are often re-
stated in the annual financial statements. Cf. Durtschi/Easton (2009), pp. 1266 ff. 

306  Cf. Durtschi/Easton (2005), pp. 566 ff.; Durtschi/Easton (2009), pp. 1253 ff. 
307  Cf. Burgstahler/Chuk (2014), pp. 16 ff. The interval width varies. Since Durtschi/Eas-

ton (2005) and Durtschi/Easton (2009) use a single interval width, it is possible that 
the results reported in Burgstahler/Chuk (2014) are driven by the different interval 
width. Cf. Burgstahler/Chuk (2014), p. 18. 
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Empirical Results 

The above-presented discussion raises the questions of whether a discontinu-

ity around certain thresholds is present, and whether the discontinuity is 

caused by earnings being managed. Matsumoto (2002), Phillips et al. (2003) 

and Ayers et al. (2006) examine whether the level of discretionary accruals is 

associated with the probability of meeting or just beating analysts’ fore-

casts.308 If companies manage earnings in order to meet or just beat analysts’ 

forecasts then the level of discretionary accruals should be higher for bench-

mark beating companies.309 Ayers et al. (2006) find some evidence linking 

discretionary accruals to benchmark beating companies, whereas Matsumoto 

(2002) and Phillips et al. (2003) cannot corroborate this finding.310 Phillips 

et al. (2003) and Dhaliwal et al. (2004) investigate whether tax expenses are 

used as a means to meet or just beat analysts’ forecasts. It is argued that tax 

expenses are the last position that is finalized prior to the earnings release and 

that managers can use these accounts to achieve earnings targets.311 Phillips 

et al. (2003) do not find evidence that deferred tax expenses are associated 

with meeting or just beating analysts’ forecast,312 while Dhaliwal et al. (2004) 

find an association with benchmark beating companies.313 More direct evi-

dence is provided by Donelson et al. (2013). They use a sample of companies 

that restate their earnings due to an alleged GAAP violations, and report that 

a discontinuity for analysts’ forecasts is observable for post-managed earn-

ings but not for restated earnings.314 McVay et al. (2006) further report that 

                                                 

308  Cf. Matsumoto (2002), pp. 483 ff.; Phillips et al. (2003), pp. 491 ff.; Ayers et al. (2006), 
pp. 617 ff. 

309  Cf. Ayers et al. (2006), p. 620. 
310  Cf. Matsumoto (2002), pp. 504 ff.; Phillips et al. (2003), pp. 513 f. According to 

Matsumoto (2002), the lack of a significant association could also be due to the mis-
specification of the prediction model. Cf. ibid., p. 506. 

311  Cf. Phillips et al. (2003), p. 437. 
312  Cf. ibid., pp. 512 ff. 
313  Cf. Dhaliwal et al. (2004), pp. 431 ff. 
314  Cf. Donelson et al. (2013), pp. 252 ff. 
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managers with trading incentives are more likely to meet or just beat analysts’ 

forecasts.315  

Using the profit threshold and prior year’s earnings, Ayers et al. (2006) report 

that the level of discretionary accruals is associated with benchmark beating 

companies. However, the level of cash flows is associated with the earnings 

benchmarks as well. Hence, it is not clear whether discretionary accruals or 

cash flows are used to meet or just beat the earnings benchmarks.316 Dechow 

et al. (2003) and Coulton/Taylor (2005) do not find evidence linking the level 

of discretionary accruals to benchmark beating companies,317 whereas Phil-

lips et al. (2003) only find an association with prior year’s earnings.318 Phil-

lips et al. (2003) further report that deferred tax expenses are managed to meet 

or just beat the profit threshold and prior year’s earnings.319 Donelson et 

al. (2013) find evidence that companies restating their earnings due to alleged 

GAAP violations display discontinuities around both earnings benchmarks 

for post-managed earnings, whereas this discontinuity is not observable for 

restated earnings. The results with regard to the profit threshold, however, are 

sensitive to the choice of the variable used to deflate current earnings.320 

McVay et al. (2006) further provide evidence that managers having trading 

incentives are more likely to reach the profit threshold and beat prior year’s 

earnings.321 

Overall, the empirical studies provide persuasive evidence of a link between 

earnings management and analysts’ forecasts. With regard to prior year’s 

earnings, the empirical results are somewhat less clear, whereas the use of 

current year’s earnings as a proxy for earnings management appear to be ra-

ther unsubstantiated.322 In addition, archival research indicates that analysts’ 

forecasts is the primary threshold that is targeted. Dechow et al. (2003) and 

Brown/Caylor (2005) conclude that analysts’ forecasts are the single most 

                                                 

315  Cf. McVay et al. (2006), p. 588. 
316  Cf. Ayers et al. (2006), pp. 626 ff. 
317  Cf. Dechow et al. (2003), pp. 366 ff.; Coulton/Taylor (2005), pp. 565 ff. 
318  Cf. Phillips et al. (2003), pp. 512 ff. 
319  Cf. ibid. 
320  Cf. Donelson et al. (2013), pp. 258 ff. 
321  Cf. McVay et al. (2006), p. 594. 
322  Cf. Dechow et al. (2010), p. 365. 
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important thresholds.323 Nelson et al. (2002) provide consistent results using 

a survey. They report that auditors identify analysts’ forecasts as a main target 

of managers.324  

 Discretionary Accruals 

3.1.2.5.1 Relation to Audit Quality 

Accrual accounting grants managers discretion in the timing of cash flow 

recognition in earnings.325 Managers could take advantage of such discretions 

to engage in earnings management.326 In order to assess whether earnings are 

managed, accruals are decomposed into non-discretionary accruals and dis-

cretionary accruals. The non-discretionary component captures mandated ac-

counting adjustments to the client’s cash flows and reflects the fundamental 

performance of the client. The discretionary component then captures adjust-

ments to cash flows systematically selected by managers and reflects distor-

tions induced by the application of accounting rules or earnings manage-

ment.327 Assuming that the non-discretionary component is properly mod-

eled, the discretionary component captures the distortion that is of lower earn-

ings quality.328  

                                                 

323  Cf. Dechow et al. (2003), pp. 379 f.; Brown/Caylor (2005), pp. 424, 429 ff. Consistent 
with Degeorge et al. (1999), Brown/Caylor (2005) document that current year’s earn-
ings is the most relevant benchmark between 1985 and 1993. However, they find a 
shift of the threshold hierarchy between the years 1996 and 2002. Thus, the threshold 
hierarchy proposed by Degeorge et al. (1999) is not applicable to recent years. During 
the later periods, analysts’ forecasts have become the single most important threshold. 
They attribute the shift, amongst others, to increased media coverage of companies. 
Furthermore, the capital market punishes (rewards) missing (beating) analysts’ fore-
casts, and that managers as wealth maximizers have therefore altered their threshold 
prioritization. Similar results are presented by Graham et al. (2005) who survey CFOs 
about the importance of various earnings benchmarks. Although they report that prior 
year’s earnings is what CFOs mostly focus on, they also find that increasing analyst 
coverage makes the perceived difference between prior year’s earnings and analysts’ 
forecasts indistinguishable. An increasing number of analysts covering a company 
therefore appears to increase the perceived importance of analysts’ forecasts as a heu-
ristic target. Cf. Degeorge et al. (1999), pp. 23 ff.; Brown/Caylor (2005), 
pp. 424, 429 ff.; Graham et al. (2005), pp. 21 ff. 

324  Cf. Nelson et al. (2002), p. 189 ff. 
325  Cf. Dechow (1994), p. 4; IFRS Conceptual Framework OB 17. 
326  Cf. Dechow (1994), pp. 4 f. 
327  Cf. Healy (1985), p. 89; Dechow et al. (2010), p. 358. 
328  Cf. Dechow et al. (2010), p. 358. 
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Discretionary accruals can have positive and negative values. Positive discre-

tionary accruals (DA+) reflect aggressive income-increasing accounting pol-

icies and indicate that earnings are being managed upwards.329 Therefore, 

more positive values of discretionary accruals indicate lower earnings qual-

ity.330 The association of negative discretionary accruals (DA-) and earnings 

management is less clear. On the one hand, negative discretionary accruals 

can reflect aggressive income-decreasing accounting policies to create 

“cookie jar reserves”. By managing earnings downwards in the current period 

managers are then able to draw from these “cookie jars” to increase future 

earnings.331 Overly conservative estimates of expenses could be then turned 

into income in the following periods. Furthermore, “Big Bath” accounting 

may be used to “clean up” the balance sheets.332 More negative discretionary 

accruals would therefore indicate low earnings quality.333 On the other hand, 

negative discretionary accruals can be viewed as an expression of accounting 

conservatism.334 They might simply capture accounting conservatism laid out 

in the accounting standards and reflect the “normal” accounting processes of 

“the on average understatement of the book value of net assets relative to 

their market value.”335 The understatement can be attributed to expected un-

recorded goodwills during the initial recognition of assets and liabilities (un-

conditional conservatism336), or book values getting written down under suf-

ficiently adverse circumstances but not getting written up under favorable cir-

cumstances (conditional conservatism337).338 A more timely recognition of 

losses is associated with conservative accounting and therefore higher earn-

ings quality.339  

                                                 

329  Cf. Myers et al. (2003), p. 781. 
330  Cf. Lo (2008), p. 351. 
331  Cf. Myers et al. (2003), p. 792; Levitt (1998). 
332  Cf. Levitt (1998). 
333  Cf. Lo (2008), p. 351. 
334  Cf. Givoly/Hayn (2000), p. 292; Watts (2003), p. 289; Ball/Shivakumar (2006), p. 209. 
335  Beaver/Ryan (2005), p. 269. 
336  An example of unconditional conservatism in the IFRS is the cost model in IAS 16. 
337  An example of conditional conservatism in the IFRS is the impairment of assets in 

IAS 36. 
338  Cf. Beaver/Ryan (2005), p. 269. 
339  Cf. Basu (1997), p. 4; Dechow et al. (2010), pp. 363 f. 
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Although research shows that managers are more likely to overstate than un-

derstate earnings, 340 there is empirical evidence documenting that managers 

also have incentives to manage earnings downwards. For example, 

Healy (1985) reports that managers have incentives to take a “Big Bath” if 

pre-managed earnings are so low that the required earnings target to receive 

a bonus cannot be met with income-increasing accounting procedures. This 

increases the probability of meeting the earnings target in the future.341 

Perry/Williams (1994) find that management uses income-decreasing discre-

tionary accruals to deflate earnings in the preceding period of a management 

buyout.342 Gul et al. (2009) report that companies with extreme pre-managed 

earnings have stronger incentives to engage in downward earnings manage-

ment via negative discretionary accruals.343 Further evidence is provided by 

Dichev et al. (2014), who survey nearly 400 CFOs. Dichev et al. (2014) report 

that downward earnings management is a common instrument to reduce cur-

rent earnings in order to boost earnings in future periods.344 Together, these 

findings suggest that more negative discretionary accruals reflect downward 

earnings management via aggressive income-decreasing accounting policies 

and therefore indicate low earnings quality.345 A high quality auditor is more 

likely to detect and constrain aggressive income-increasing/income-decreas-

ing accounting policies. Therefore, audit quality is lower/higher if auditor-

specific factors are associated with more/less extreme values of discretionary 

accruals.346 

3.1.2.5.2 Prediction Models 

In the literature, various prediction models are proposed to separate discre-

tionary from non-discretionary accruals. The prediction models forecast the 

non-discretionary component of accruals. The difference between the realized 

accruals and the forecasted accruals from the prediction model then reflects 

                                                 

340  Cf. e.g. Kinney/Martin (1994), pp. 151 ff.; Lennox et al. (2014), p. 1787. 
341  Cf. Healy (1985), pp. 86, 97. 
342  Cf. Perry/Williams (1994), pp. 157 ff. 
343  Cf. Gul et al. (2009), p. 280. 
344  Cf. Dichev et al. (2014), pp. 15 f. 
345  Cf. Schipper (1989), p. 98; Becker et al. (1998), p. 8; Myers et al. (2003), p. 781; Gul 

et al. (2009), p. 280. 
346  Cf. Becker et al. (1998), p. 6; Myers et al. (2003), pp. 782 f.; Francis (2011), p. 130. 
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the discretionary component.347 The prediction models can broadly be 

grouped into models that do and that do not peek ahead.348 “No peek ahead” 

models only use past information in order to proxy the expected non-discre-

tionary accruals.349 These models assume that non-discretionary accruals are 

constant over time and have a mean of zero in the estimation period. How-

ever, non-discretionary accruals are likely to fluctuate from period to period 

depending on the economic circumstances of the company. Since the predic-

tion models do not control for such circumstances (e.g. inventory, accounts 

receivable), the explanatory power of “no peek ahead” models is limited.350 

Due to the weaknesses, forecasted accruals are generally modeled with “peek 

ahead models”, which do not assume constant non-discretionary accruals.351 

These models estimate the discretionary component by regressing the realized 

accruals (total accruals) on variables that are assumed to determine the non-

discretionary component of accruals (e.g. revenue, property, plant and equip-

ment, cash flows, etc.).352 

To separate non-discretionary from discretionary accruals, a time-series esti-

mation and a cross-sectional estimation of the coefficients can be used.353 The 

time-series estimation has an estimation period and an event period. In the 

estimation period, the prediction model estimates the company-specific coef-

ficients. In the event period, the discretionary accruals are extracted. The un-

derlying assumption of the time-series estimation is that earnings manage-

ment occurs in the event period but not in the estimation period. Since a rich 

set of contexts has been identified, in which managers have incentives to en-

gage in earnings management, it is difficult to find such an estimation pe-

riod.354 Furthermore, a time series estimation can result in a substantially 

                                                 

347  Cf. Healy/Wahlen (1999), p. 370; Thomas/Zhang (2000), p. 348. 
348  Cf. Thomas/Zhang (2000), pp. 352 f. 
349  Cf. Dechow/Sloan (1995), p. 198. 
350  Cf. Kaplan (1985), pp. 111 ff. For an overview of “no peek ahead“ models, see Ro-

nen/Yaari (2008), pp. 394 ff. 
351  Cf. Dechow/Sloan (1995), p. 198; Myers et al. (2003), p. 783. 
352  Cf. Dechow/Sloan (1995), pp. 198 f. 
353  Cf. McNichols (2000), p. 324; Ronen/Yaari (2008), p. 407. 
354  Cf. McNichols (2000), p. 324.  
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smaller sample size and can have serious survivorship bias.355 A smaller sam-

ple size increases the risk of erroneously inferring that no earnings manage-

ment has taken place (type II error). Since earnings management aims to 

avoid detection, the reduction of the type II error is of special concern.356 

In the cross-sectional estimation, the less restrictive data selection require-

ments result in a significantly higher sample size, which reduces the risk of a 

type II error.357 The benchmark of each company’s accruals is the behavior 

of the other companies in a given cluster.358 Companies within the same in-

dustry are assumed to behave homogeneously, i.e. companies have identical 

operating technology. For a given level of performance and if all companies 

within the same industry are at the same stage of the operating cycle, the mag-

nitude of non-discretionary accruals is expected to be identical. The validity 

of the homogeneity assumption to capture non-discretionary accruals may be 

questioned,359 but empirical evidence indicates the superiority of the cross-

sectional estimation.360 In the following section, commonly used prediction 

models are discussed and subsequently evaluated by their power to detect 

earnings management and by their explanatory power. 

Jones Model 

The Jones Model (JM) is the first of the “peek ahead models”. In order to 

separate discretionary from the non-discretionary accruals, the magnitude of 

the non-discretionary accruals are estimated by regressing total accruals on 

the change in revenues and gross property, plant, and equipment.361 Gross 

property, plant, and equipment control for the portion of total accruals related 

to non-discretionary depreciation expenses. Revenue is included to control 

for the effect of changes in the company’s economic condition. All variables 

                                                 

355  Cf. Bartov et al. (2000), p. 444. 
356  Cf. Jeter/Shivakumar (1999), p. 301; Ronen/Yaari (2008), pp. 415 f. The time-series 

estimation results in a potentially smaller sample size since at least 10 years of data are 
required. Cf. Jeter/Shivakumar (1999), p. 301; McNichols (2000), pp. 324 f. 

357  Cf. Ronen/Yaari (2008), p. 416. 
358  Cf. McNichols (2000), p. 325. The coefficients are not tailored to each company and 

are therefore not company-specific. Cf. Ronen/Yaari (2008), p. 407. 
359  Cf. Ronen/Yaari (2008), p. 417. 
360  Cf. Jeter/Shivakumar (1999), pp. 299 ff.; Bartov et al. (2000), pp. 421 ff.; Ro-

nen/Yaari (2008), p. 417. 
361  Cf. Jones (1991), pp. 210 f. 
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in the prediction models are deflated by lagged assets to reduce heteroscedas-

ticity.362 

TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + εit 

(1) 

where: 

TA = Total accruals; 
A = Total assets; 

∆Rev = Change in revenues; 
PPE = Gross property, plant, and equipment; 

ε = Error term; 
i = Index for company, i = 1, 2, …, N; and 
t = Index for the period (year), t = 1, 2, …, T. 

Modified Jones Model 

Dechow/Sloan (1995) criticize the assumption of the JM that revenues are 

non-discretionary, i.e. they are exogenous and are therefore “an objective 

measure of the company’s operation before managers’ manipulation.”363 In 

their prediction model, the modified Jones Model (MJM), the change in re-

ceivables (the accrued revenues) is deducted from the change in revenues. 

The MJM assumes that all changes in credit sales in the event period result 

from earnings management.364 They argue that if earnings are managed by 

accruing revenue, the JM extracts part of the managed earnings from the dis-

cretionary component. The estimate of earnings management would then be 

biased towards zero.365 Adjusting the change in revenues for the change in 

receivables should dispose the bias towards zero in samples where earnings 

have been managed by managing revenues.366 

                                                 

362  Cf. Jones (1991), pp. 211 f. 
363  Ibid., p. 212. 
364  Cf. Dechow/Sloan (1995), p. 199. 
365  Cf. Jones (1991), footnote 31; Dechow/Sloan (1995), p. 199. 
366  Cf. Dechow/Sloan (1995), p. 199. 
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TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1]  

+ β3[PPEit/Ait-1] + εit 

(2) 

where: 

∆Rec = Change in receivables. 

Performance Adjusted Jones Model 

Kothari et al. (2005) augment the JM and MJM by a performance measure 

(PAJM_JM and PAJM_MJM, respectively), the current or past year’s return 

on assets.367 The motive to augment the JM and MJM by a performance meas-

ure is that prior research indicates that total accruals and discretionary accru-

als are significantly influenced by the company’s contemporaneous and past 

performance.368 Discretionary accruals are shown to be more positive (nega-

tive) for companies with extremely good (poor) performance.369 Failing to 

control for the company’s performance may then lead to a spurious indication 

of discretionary accruals when financial performance is extreme.370 

TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] 

+ β4[RoAit or it-1/Ait-1] + εit 

(3) 

TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1]  

+ β3[PPEit/Ait-1] + β4[RoAit or it-1/Ait-1] + εit 

(4) 

where: 

RoA = Return on assets. 

                                                 

367  Cf. Kothari et al. (2005), pp. 169, 173 f. They use the return on assets since matching 
on return on assets results in better specified and more powerful tests when analyzing 
long-run abnormal stock and abnormal operation performance. Cf. ibid., p. 169. 

368  Cf. Dechow/Sloan (1995), pp. 205 ff.; Kothari et al. (2005), pp. 167 ff. 
369  Cf. Dechow/Sloan (1995), pp. 208 f.; Butler et al. (2004), p. 156. 
370  Cf. Dechow/Sloan (1995), pp. 205 ff.; Kothari et al. (2005), pp. 167 ff. 
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Forward Looking Jones Model 

The forward looking Jones Model (FLJM) proposed by Dechow et al. (2003) 

makes three adjustments to the MJM. First, non-discretionary credit sales are 

separated from discretionary credit sales. Hence, not all changes in receiva-

bles in each period are discretionary as proposed by Dechow/Sloan (1995). 

To extract the non-discretionary component of the receivables, the change in 

revenues is regressed on the change in sales. 

[∆Recit/Ait-1] = β0 + k[∆Revit/Ait-1] + εit 

(5) 

The slope coefficient k of the change in sales captures the expected change in 

receivables for a given change in sales and represents the non-discretionary 

component. This non-discretionary component (the coefficient k multiplied 

by change in revenues) is then added back to the change in receivables.371 

Second, the lagged value of the total accruals is included since accruals re-

verse themselves through time. Lastly, future growth in sales is incorporated 

into the model. The authors argue that a growing company increases the in-

ventory to build up supply with the anticipation of future sales. Not control-

ling for future sales growth, as in the JM, could lead to erroneously classifying 

such an increase as earnings management.372 

TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[((1+k)∆Revit - ∆Recit)/Ait-1]  

+ β3[PPEit/Ait-1] + β4[TAit-1/Ait-1] + β5[∆Revit+1/Ait-1] 

+ εit 

(6) 

where: 

∆Revit+1 = Change in revenues from current to next year. 

                                                 

371  Cf. Dechow et al. (2003), pp. 358 f. 
372  Cf. McNichols (2000), pp. 325 ff.; Dechow et al. (2003), p. 359; Ronen/Yaari (2008), 

p. 438. 
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Dechow-Dichev Model 

The Dechow-Dichev Model (DDM) regresses working capital accruals on 

past-year, current and one year ahead operating cash flow realizations and 

examines how well they map into the operating cash flow realizations.373 

Working capital accruals are used since cash flow realizations of working 

capital usually occur within one year.374 The basic intuition of the model is 

that opening accruals of revenues or expenses that are recognized before cash 

is received or paid are subject to manager’s estimation and can contain esti-

mation errors (amount accrued less the amount realized375). Opening accruals, 

however, that are caused by cash received or paid before they are recognized 

in earnings, contain no estimation error. Estimation errors therefore only exist 

for future cash flow realizations and represent accruals that are unrelated to 

cash flow realizations.376 The model itself is not specified to detect earnings 

management377, but to detect generally estimation errors.378 Nevertheless, the 

DDM is widely used in auditing research379 because the magnitude of estima-

tion errors are likely to be related to managerial opportunism.380 

WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] 

+ β4[OCFit+1/Ait-1] + εit 

(7) 

where: 

WCA = Working capital accruals; and 

OCF = Operating cash flow. 

                                                 

373  Cf. Dechow/Dichev (2002), p. 36. 
374  Cf. ibid., p. 37. This assumption is further substantiated by the average operating cycle 

of 141 days (standard deviation of 62 days) in their sample. Cf. ibid., p. 47. 
375  Cf. McNichols (2002), p. 62. 
376  Cf. Dechow/Dichev (2002), pp. 37 ff. 
377  Dechow/Dichev (2002) state: “For our purpose, we do not attempt to disentangle “in-

tentional” estimation errors from unintentional errors because both imply low-quality 
accruals and earnings”. Ibid., p. 36. 

378  Cf. Dechow/Dichev (2002), p. 36; McNichols (2002), p. 65. 
379  Cf. e.g. Jones et al. (2008), p. 504. 
380  Cf. Dechow/Dichev (2002), footnote 7. 
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McNichols Model 

McNichols (2002) proposes to combine the JM and the DDM in order to at-

tenuate the weaknesses of both prediction models. The DDM assumes that 

current accruals are linked immediately to the adjacent periods, which limits 

the applicability of the model to companies with only short-term operations. 

However, deferred taxes or depreciation are long series of leads and lags, and 

would possibly be erroneously treated as estimation errors.381 The JM as-

sumes that accruals react solely to the current change in sales.382 By combin-

ing both models, the inclusion of the gross property, plant, and equipment in 

the DDM controls for the portion of total accruals that is related to non-dis-

cretionary depreciation expenses. This relaxes the assumption of the DDM of 

the short-term nature of operations. The inclusion of the past, current, and 

year-ahead operating cash flows in the JM controls for the economic funda-

mentals of the company, which reduces the risk that accruals of companies 

with high growth rates that build up inventory in the anticipation of future 

sales are erroneously classified as discretionary.383 

WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] 

+ β4[OCFit+1/Ait-1] + β5[∆Revit/Ait-1] + β6[PPEit+1/Ait-1] 

+ εit 

(8) 

Ball-Shivakumar Model 

Previous literature suggests that prediction models failing to control for the 

company’s financial performance can lead to misspecifications.384 Kothari et 

al. (2005) control for the company’s performance by including a performance 

measure in the prediction model. Ball/Shivakumar (2006) further argue that 

the relationship between accruals and cash flows is not linear. Empirical evi-

dence supports the notion that accruals exhibit conditional conservatism in 

recognizing gains and losses, i.e. losses are generally recognized in a more 

                                                 

381  Cf. McNichols (2002), pp. 62 f. 
382  Cf. ibid., p. 65. 
383  Cf. Jones (1991), p. 211; McNichols (2002), p. 65; Dechow et al. (2003), p. 359. 
384  Cf. Dechow/Sloan (1995), pp. 205 ff.; Kothari et al. (2005), pp. 167 f. 
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timely fashion than gains.385 This asymmetry implies that the correlation be-

tween cash flows and accruals is greater in periods with losses than with 

gains. Ball/Shivakumar (2006) extend the JM and the DDM by incorporating 

the operating cash flow as the proxy for economic loss. 

TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1]  

+ β4[OCFit/Ait-1] + β5[DOCFit/Ait-1]  

+ β6[(DOCFit*OCFit)/Ait-1]+εit 

(9) 

TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1]  

+ β4[DOCFit/Ait-1] + β5[(DOCFit*OCFit)/Ait-1]+εit 

(10) 

where: 

DOCF = Dummy variable coded 1 if the operating cash flow is 
negative, and 0 otherwise. 

The coefficient on the interaction term is expected to have a positive sign in 

years when DOCF equals to 1, i.e. the company has a negative operating cash 

flow, if losses are generally recognized in a more timely fashion than gains 

(i.e. the correlation between cash flows and accruals is greater in periods with 

losses than with gains).386 As alternative loss proxies, Ball/Shiva-

kumar (2006) also use the change in operating cash flows and the industry-

adjusted operating cash flow.387 

3.1.2.5.3 Evaluation of the Prediction Models 

In general, the discussed prediction models are based on the JM and/or the 

DDM. The variety of models poses the questions which is “best” fitted to 

extract the discretionary accruals as a measure of earnings management. In 

the literature, prediction models are evaluated by (1) their power to detect 

                                                 

385  Cf. Basu (1997), pp. 3 ff.; Ball/Shivakumar (2006), pp. 207 ff.; Guay (2006), 
pp. 248 ff.;  

386  Cf. Ball/Shivakumar (2006), pp. 208, 213 ff. 
387  The industry-adjusted operating cash flow is calculated as the company-specific 

operating cash flow minus the median operating cash flow of the industry that the 
company belongs to. Cf. Ball/Shivakumar (2006), pp. 213 ff. 
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earnings management, and (2) their explanatory power. The power to detect 

earnings management is assessed by the rejection rate (usually at the 

5% level) of type I errors and type II errors. Type I errors occur if the hypoth-

esis that companies do not manage earnings is erroneously rejected,388 i.e. 

non-discretionary accruals are erroneously classified as discretionary.389 

Type II errors occur if the hypothesis that companies do not manage earnings 

is erroneously accepted,390 i.e. discretionary accruals are erroneously classi-

fied as non-discretionary.391 To test the rejection rate of type I errors, samples 

where earning management is unlikely to be present are examined. Random 

samples and samples with companies that show extreme financial perfor-

mance are assumed to be “free” of earnings management.392,393 Excessive re-

jection rates of the null hypothesis (no earnings management has taken place) 

indicate misspecification of the applied prediction model.394 Type II errors 

are tested with samples that are known to have companies with managed earn-

ings.395 These are companies where earnings management is artificially in-

duced or companies that are subject to enforcement actions and/or restate 

their earnings.396 Higher rejection rates of the null hypothesis indicate a more 

powerful model to detect earnings management.397 The following sections 

                                                 

388  Cf. Dechow/Sloan (1995), p. 194; Ronen/Yaari (2008), p. 424. 
389  Cf. Ronen/Yaari (2008), p. 427. 
390  Cf. Dechow/Sloan (1995), p. 194; Ronen/Yaari (2008), p. 424. 
391  Cf. Ronen/Yaari (2008), p. 431. 
392  Cf. ibid., p. 425. Type I errors are suspected in random samples if earnings manage-

ment is detected by the model. The assumption is that companies that do manage their 
earnings, manage their earnings in opposite direction. Thus, in large enough samples 
the effects offset each other. Cf. ibid., pp. 428 f. 

393  The validity of the results depends on the assumptions that random samples and sam-
ples with high performing companies are “free” from earnings management. Whether 
these assumptions hold is disputable. For example, Gul et al. (2009) argue that com-
panies with extremely high and extremely low performance have greater incentives to 
manage earnings downwards or take a big bath using negative discretionary accruals. 
Furthermore, Bartov et al. (2000) report that discretionary accruals are positively as-
sociated with the propensity of issuing a GCO. Assuming that companies in financial 
distress also display low financial performances, the results of Bartov et al. (2000) 
corroborate the notion that companies with extreme financial performance also engage 
in earnings management. Cf. ibid., pp. 439 ff.; Gul et al. (2009), p. 280. 

394  Cf. Kothari et al. (2005), p. 184. 
395  Cf. Dechow/Sloan (1995), p. 194; Ronen/Yaari (2008), p. 430. 
396  Cf. Dechow/Sloan (1995), p. 200. 
397  Cf. Alcarria Jaime/de Albornoz Noguer (2004), p. 86. 
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discuss empirical evidence examining the power of different prediction mod-

els in detecting earnings management. 

Type I error 

The JM and MJM appear to be well-specified in random samples. The ob-

served rejection frequency in the income-increasing and income-decreasing 

subsample does not exceed the specified test levels (5% or 1%).398 For com-

panies with extreme cash flow performance,399 Kothari et al. (2005) report 

that the JM and MJM appear to be both misspecified in the income-increasing 

and income-decreasing subsample with a higher rejection rate of the MJM. 

Adding the current year’s or prior year’s return on assets as an additional re-

gressor to control for the company’s performance leads to a decrease in the 

rejection rate. The misspecification is attenuated but the rejection rates remain 

above the test levels.400 Peasnell et al. (2000) and Alcarria Jaime/de Albornoz 

Noguer (2004) also report that the JM and MJM appear to be misspecified 

when using the level of cash flow as the performance measure. Companies 

with higher (lower) levels of cash flow show significantly negative (positive) 

discretionary accruals. Since samples with companies with extreme financial 

performance are assumed to be “free” of earnings management, these results 

suggest that the JM and MJM capture the application of the matching princi-

ple under accrual accounting rather than earnings management.401,402 

                                                 

398  Cf. Peasnell et al. (2000), pp. 321 ff.; Alcarria Jaime/de Albornoz Noguer (2004), 
pp. 86 f. I do not present the results of the study conducted by Dechow/Sloan (1995) 
since they use a time-series estimation. Cf. ibid., p. 200. 

399  Kothari et al. (2005) also use the book-to-market value, the sales growth, the earnings-
to-price ratio and the size of the company as performance measures and report similar 
results. Cf. ibid., p. 167. 

400  Cf. Kothari et al. (2005), pp. 180 ff. 
401  Cf. Dechow/Sloan (1995), p. 209; Peasnell et al. (2000), pp. 321 ff.; Alcarria Jaime/de 

Albornoz Noguer (2004), pp. 87 ff. Jeter/Shivakumar (1999) also use the cash flow as 
the performance measure and report a negative association between discretionary ac-
cruals and cash flows. Cf. ibid., pp. 312 f. 

402  Alcarria Jaime/de Albornoz Noguer (2004), however, cannot corroborate this finding 
when using the growth in sales as an alternative measure for financial performance. 
The discretionary accruals do not differ significantly between different levels of 
growth in sales. Cf. ibid., pp. 91 ff. 
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Type II error 

Alcarria Jaime/de Albornoz Noguer (2004) document that the MJM is supe-

rior to the JM in detecting revenue-based earnings management,403 whereas 

Peasnell et al. (2000) report a similar detection ability of the JM and MJM.404 

Using expense and bad debt manipulation, Peasnell et al. (2000) and Alcarria 

Jaime/de Albornoz Noguer (2004) document a similar detection ability of the 

JM and MJM.405 Peek et al. (2013) compare the MJM with DDM in a cross-

country study.406 Although the power to detect sales and operating expense 

manipulation varies between different countries, the power to detect earnings 

management is in general higher for the DDM.407 Jones et al. (2008) compare 

the JM, the MJM, the PAJM, the DDM, and the McNichols Model with a 

sample of companies that restate earnings.408 They find that the extracted dis-

cretionary accruals of all prediction models are associated with restating com-

panies, with the McNichols Model having the highest and the DDM the sec-

ond highest association. The JM has the lowest association, followed by the 

MJM and the PAJM.409 The authors conclude that the McNichols Model and 

the DDM have the greatest predictive power to detect earnings manage-

ment.410 

Explanatory Power 

Using the explanatory power to assess the prediction models, McNich-

ols (2002) and Ball/Shivakumar (2006) indicate that the DDM is superior to 

the JM.411 Furthermore, McNichols (2002) shows that the combination of the 

JM and the DDM leads to an even higher explanatory power.412 Dechow et 

al. (2003) compare the JM with the FLJM and document the superiority of 

                                                 

403  Cf. Dechow/Sloan (1995), pp. 222 f.; Alcarria Jaime/de Albornoz Noguer (2004), 
pp. 96 ff. 

404  Cf. Peasnell et al. (2000), pp. 323 ff. 
405  Cf. Dechow/Sloan (1995), pp. 222 f.; Peasnell et al. (2000), pp. 323 ff.; Alcarria 

Jaime/de Albornoz Noguer (2004), pp. 96 ff. 
406  Cf. Peek et al. (2013), pp. 533 ff. They use data from Australia, Canada, France, Ger-

many, Italy, Japan, the Netherlands, the UK, and the U.S. Cf. ibid., p. 543.  
407  Cf. Peek et al. (2013), pp. 559 f. 
408  Cf. Jones et al. (2008), pp. 499 ff. 
409  Cf. ibid., p. 521. 
410  Cf. ibid., p. 520. 
411  Cf. McNichols (2002), p. 66; Ball/Shivakumar (2006), p. 217. 
412  Cf. McNichols (2002), p. 66. 
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the latter prediction model.413 Ball/Shivakumar (2006) extend the JM and 

DDM with proxies capturing a more timely recognition of losses and report 

higher explanatory powers for the models incorporating loss proxies.414 

The lack of comprehensive studies does not allow to identify a single superior 

prediction model.415 However, the above presented results point to the supe-

riority of prediction models that “improve” the JM and MJM, or use/are based 

on the DDM. 

3.1.2.5.4 Discussion 

As previously discussed, managers have discretion in choosing the timing of 

the recognition of revenue/expense of a transaction. By transferring earnings 

between periods, managers are able to modify profitability to a certain extent 

and manage earnings.416 Discretionary accruals are assumed to proxy the ex-

tent to which earnings are managed and can therefore be used to infer audit 

quality. The link between the magnitude of discretionary accruals and earn-

ings quality, and the link between earnings quality and audit quality has been 

subject to some criticism. 

Discretionary Accruals and Earnings Quality 

The link between discretionary accruals and low earnings quality due to earn-

ings being managed is subject to some discussion in the literature. It is argued 

that accruals can also be viewed as a component of profitability. In addition, 

accruals can also capture a component of investment and therefore measure 

investments in working capital.417 Changes in working capital follow closely 

the company’s business stage, and a rapidly growing company would be ex-

pected to have higher accruals, e.g. during expansion the company increases 

the capacity and builds up inventory that could lead to positive accruals.418 A 

further point of criticism is whether discretionary accruals derived from the 

                                                 

413  Cf. Dechow et al. (2003), pp. 360 ff. 
414  Cf. Ball/Shivakumar (2006), pp. 219 f. 
415  Cf. Lim/Tan (2010), p. 934. 
416  Cf. Healy (1985), p. 89 
417  Cf. Fairfield et al. (2003), pp. 354 ff.; Zhang (2007), pp. 1336 f. 
418  Cf. McNichols (2000), pp. 328 f.; Zhang (2007), pp. 1336 f. 
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cross-sectional approach capture earnings management. A cross-sectional es-

timation assumes that companies within the same sample cluster behave iden-

tically. One implication is that all managers within a cluster behave identi-

cally, and also have the same set of incentives to manage earnings. Since pre-

diction models do not fully incorporate incentives to manage earnings, meas-

urement errors can arise and could lead to erroneous conclusions that earnings 

are being managed when they are actually not.419 For example, a company 

that is attempting to gain market share on a competitor by providing incen-

tives to the distributor to increase the stock of products, leads to an increase 

of the account receivables if the distributor accepts the offer. Due to the com-

pany’s strategy, unusually high non-discretionary accruals would be classi-

fied as high discretionary accruals. This company, however, is not distin-

guishable from a company that is inflating the revenue on purpose.420 Fur-

thermore, managers are likely to engage in earnings management if they be-

lieve that peers within the same industry engage in earnings management.421 

This may lead to an overstatement of non-discretionary accruals and to the 

understatement of the extent of earnings management.422 

The above-discussed criticism questions whether cross-sectional variations of 

discretionary accruals reflect earnings quality and how audit quality can be 

inferred if the properties of discretionary accruals are only of statistical na-

ture.423 Higher values of discretionary accruals do not automatically imply 

that the underlying financial statements contain misstatements.424 Several 

studies, however, document a link between the magnitude of discretionary 

accruals and earnings quality. Dechow et al. (2011) establish a link between 

the magnitude of discretionary accruals and accounting misstatements. Their 

results indicate that the level of discretionary accruals is unusually high in 

misstating years.425 Dechow et al. (1996) show that the magnitude of discre-

                                                 

419  Cf. McNichols (2000), pp. 323 ff. 
420  Cf. Beneish (2001), pp. 6 f. For further illustrations, see McNichols (2000), pp. 325 ff. 
421  Cf. Bagnoli/Watts (2000), pp. 377 ff. 
422  Cf. McNichols (2000), pp. 324 f. 
423  Cf. Francis (2011), p. 131. 
424  Cf. Dechow/Skinner (2000), p. 236; Francis (2011), p. 131. 
425  Cf. Dechow et al. (2011), pp. 19, 43 ff. 
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tionary accruals gradually increases as the alleged year of earnings manipu-

lation (SEC Enforcement Actions) approaches and declines sharply because 

of the reversal of prior accrual overstatements.426 Heninger (2001) reports 

that higher values of positive discretionary accruals increase auditor litigation 

risk,427 and Jones et al. (2008) find that increases in discretionary accruals are 

associated with a higher probability of fraud.428 Furthermore, Dichev et 

al. (2014) report that CFOs view high levels of accruals as a “red flag” for 

earnings managements.429 The results of the studies show that companies 

whose earnings-metrics are out of line with the statistical norm are more 

likely to be violating accounting standards. An auditor could therefore use 

discretionary accruals as a forward-looking risk diagnostic tool.430 

Earnings Quality and Audit Quality 

More direct links between earnings quality and audit quality are established 

by Caramanis/Lennox (2008) and Gunny/Zhang (2013). Caramanis/Len-

nox (2008) infer audit quality by the engagement hours and find that discre-

tionary accruals are lower for companies where the audit engagement hours 

are higher.431 Gunny/Zhang (2013) use information disclosed in the PCAOB 

inspection reports. They find that clients from audit firms, where the PCAOB 

detects serious deficiency432 have higher discretionary accruals than compa-

nies using a “clean” auditor.433 Especially the result of Gunny/Zhang (2013) 

are insofar important as they establish a direct link between audit failure and 

the level of discretionary accruals.434 

                                                 

426  Cf. Dechow et al. (1996), pp. 18 f. 
427  Cf. Heninger (2001), pp. 117 ff. 
428  Cf. Jones et al. (2008), pp. 516 ff. 
429  Cf. Dichev et al. (2014), p. 20. 
430  Cf. Francis (2011), p. 131. 
431  Cf. Caramanis/Lennox (2008), pp. 126 ff. 
432  The PCAOB reviews selected audit engagements where the risk of audit failure is high. 

An audit firm is classified as deficient if it failed to identify departure from GAAP 
and/or if that a particular deficiency resulted in a restatement. Cf. Gunny/Zhang (2013), 
pp. 139 ff. 

433  Cf. ibid., pp. 146 ff.  
434  Cf. Francis (2011), p. 131. 
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3.1.3 Overall Discussion 

The presented proxies either have a binary character, i.e. audit failure or no 

audit failure, or a continuous character, i.e. all audits are assumed to meet 

minimum legal and professional standards.435 Some argue that as long as there 

is no direct evidence of GAAP violation, audit quality is satisfactory and 

therefore dismiss the use of continuous proxies to infer audit quality.436 How-

ever, empirical evidence points to a very low audit failure rate. The rate of 

companies that do not receive a GCO and subsequently fail (type II error) is 

with approximately 1.5% extremely low.437 According to Scholz (2008), the 

number of restatements released by exchange-listed companies between the 

years 1997 and 2006 amount to 3,310.438 Ettredge et al. (2010) identify 

1,240 restatement cases between 1994 and 2003, whereas 

Huang/Scholz (2012) document 2,314 cases between the years 2003 and 

2007.439 Compared to the U.S. market, restatement cases for the German mar-

ket are considerably lower. Between the years 2005 to 2009, only 91 restate-

ment cases were made public.440 Dechow et al. (2011) report 2,190 cases of 

SEC enforcement actions between the years 1982 and 2005, whereas Beasley 

et al. (2010) find 1,335 cases between the years 1998 and 2007.441,442 Given 

that there are more than 10,000 SEC registrants per year, the rate of restate-

ments and enforcement actions are extremely low.443 With regard to the liti-

gation rate, Palmrose (1988) documents for the United States a rate of ap-

proximately 4% (472 out of 10,702) between the years 1960 to 1985, with 

only 112 cases in which the auditor is ordered to pay damages.444 Franz et 

                                                 

435  Cf. Francis (2004), p. 352. 
436  Cf. Francis (2011), footnote 15. 
437  Carson et al. (2013) as well as Myers et al. (2014) report a rate of approximately 1.4% 

and 1.69%, respectively. This is comparable to the figures reported in Francis (2011). 
Cf. Francis (2011), p. 129; Carson et al. (2013), p. 356; Myers et al. (2014), p. 9. 

438  Cf. Scholz (2008), p. 2. 
439  Cf. Ettredge et al. (2010), p. 339; Huang/Scholz (2012), p. 448. The substantial differ-

ence of approximately 12 restatement cases per year reported in Ettredge et al. (2010) 
and approximately 463 cases per year in Huang/Scholz (2012) can be explained by an 
increase in restatement cases beginning with the year 2001. Cf. Scholz (2008), pp. 1 ff. 

440  Cf. Hitz et al. (2012), p. 266. 
441  Cf. Beasley et al. (2010), p. 1; Dechow et al. (2011), p. 27. 
442  In only 83 cases, the auditor was named in the SEC enforcement action due to alleged 

involvement in fraud. Cf. Beasley et al. (2010), p. 37. 
443  Cf. Francis (2011), p. 128. 
444  Cf. Palmrose (1988), p. 69, footnote 15. 
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al. (1998) report an even lower rate of approximately 1.8% (80 out of 

4,470).445,446 For the German market, Sunderdiek (2006) finds only 34 litiga-

tion cases in 54 years.447 

Audit failure rates are as illustrated extremely low, but nonetheless they pro-

vide valuable insights when studying drivers of audit failure. Audit failures 

provide an opportunity to focus on such engagements and allow to identify 

(more) clearly factors that promote audit failure. They can also shed light on 

the question if or how audit failure can be further reduced, and whether new 

regulations pronounced by standard setters can help to reduce audit failures. 

The true failure rate, however, is likely to be higher.448 Many low-quality au-

dits are of no better quality than those that were identified from an outside 

party as audit failures and are likely to remain undetected. Studying these 

audits that are technically classified as no audit failures provide further in-

sights.449 Therefore, continuous quality measures cannot be dismissed on the 

grounds that audit quality is satisfactory as long as there is no direct evidence 

of GAAP violation.450 Furthermore, aggressive accounting policies that are 

within the applicable accounting standards can have an economic effect for 

(potential) investors, the auditor, and companies.451 For example, 

Sloan (1996) and Xie (2001) suggest that the objective of accruals to better 

inform about the entity’s past and future performance is undermined by high 

levels of discretionary accruals, which reduce the informativeness for inves-

tors.452 In detail, they find that extreme accruals are mispriced in the short 

                                                 

445  Cf. Franz et al. (1998), pp. 123 ff. The sample period includes the years 1976 until 
1994. Cf. ibid., pp. 123. 

446  Carcello/Palmrose (1994) report a higher rate of 18% between the years 1972 and 
1992. The rate of successful litigation is approximately 5%. The relatively high per-
centage reported in Carcello/Palmrose (1994) is partially due to the fact that they only 
consider companies that filed for bankruptcy. Cf. ibid., pp. 8, 23. 

447  In only 3 cases the auditor was deemed to pay damages. Cf. Sunderdiek (2006), pp. 
106 ff. 

448  Cf. Francis (2011), p. 129. 
449  Cf. Francis (2004), p. 348; Francis (2011), p. 129. 
450  Cf. Francis (2011), footnote 15. 
451  Cf. ibid., p. 131. 
452  Cf. ibid. 
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term, and that the mispricing is largely due to discretionary accruals.453,454 A 

company with extreme income-increasing discretionary accruals that is mis-

priced initially suffers from lower stock returns in the future. A large drop in 

the stock price could trigger lawsuits. The auditor has therefore incentives to 

constrain aggressive earnings management behavior.455 Francis et al. (2004) 

further provide evidence on how the level of discretionary accruals has an 

economic effect on a company. Companies that belong to the worst and best 

accrual quality deciles have a 261 basis points difference in cost of equity 

capital.456 From this point of view, companies have an economic interest in 

having high audit quality that is above the minimum legal requirements. 

3.2 Literature Review 

As discussed previously, audit quality depends on various factors that influ-

ence the audit process. One of the factors that might influence audit quality is 

the tenure of the auditor ( 2.2.3). The effect on audit quality, however, is 

ambiguous and has therefore been subject to much discussion. On the one 

hand, audit quality might be lower in the early periods of the auditor tenure. 

The lack of client-specific knowledge might negatively affect the probability 

of detecting a breach in the client’s accounting system.457 On the other hand, 

audit quality might deteriorate with ongoing auditor tenure due to a lower 

probability of reporting a detected breach in order to retain a client.458 Empir-

ical evidence exists for auditor tenure at audit firm and audit partner level. A 

fairly rich body of empirical studies deals with the effect of audit firm tenure 

on audit quality in institutional settings where audit firm tenure is not limited 

to a predetermined period (voluntary audit firm rotation regime). Empirical 

                                                 

453  Cf. Sloan (1996), pp. 306 ff.; Xie (2001), p. 357 ff. Francis (2011), p. 131. In the long 
term, however, the market understands the mispricing and adjusts the stock returns. 
Cf. Sloan (1996), pp. 306 ff.; Francis (2011), p. 131. 

454  Cf. Bradshaw et al. (2001) can corroborate the findings of Sloan (1996). Cf. Bradshaw 
et al. (2001), pp. 54 ff. 

455  Cf. Francis (2011), p. 131. 
456  Cf. Francis et al. (2004), p. 970. 
457  Cf. Catanach/Walker (1999), p. 45; Johnson et al. (2002), pp. 641 f.; Myers et 

al. (2003), p. 782; Carcello/Nagy (2004), p. 58; Stanley/DeZoort (2007), pp. 134 f.  
458  Cf. DeAngelo (1981a), pp. 113 ff.; Myers et al. (2003), p. 781; Carey/Simnett (2006), 

pp. 656 f.; Chen et al. (2008), p. 420. 
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evidence in mandatory audit firm rotation regimes is scarce since only a hand-

ful of countries have implemented such a rotation requirement at audit firm 

level (e.g. Italy or Brazil).459 Empirical evidence at audit partner level is in 

general scarce, mainly due to data restrictions. Only a few countries (e.g. Ger-

many, Taiwan and Australia) publicly disclose the names of the audit partners 

that have signed the audit report. In the following sections, empirical evidence 

is presented, separately for studies investigating the effect of audit firm tenure 

( 3.2.1), of audit partner tenure ( 3.2.2), and for studies investigating the 

joint effect of audit firm and audit partner tenure ( 3.2.3). 

3.2.1 Evidence at Audit Firm Level 

Propensity of Issuing a GCO 

Geiger/Raghunandan (2002a) and Jackson et al. (2008) find in voluntary au-

dit firm rotation regime a positive association between audit firm tenure and 

the propensity of issuing a GCO in a voluntary audit firm rotation regime,460 

while Louwers (1998), Francis/Yu (2009), Boone et al. (2010) and Ratzinger-

Sakel (2013) fail to find an association.461,462 Ruiz-Barbadillo et al. (2009) 

use a Spanish sample and compare the propensity of issuing a GCO in periods 

with and without a mandatory audit firm rotation requirement. They report 

that a GCO is less likely to be issued in periods with a mandatory audit firm 

rotation requirement.463 

                                                 

459  Cf. Ruiz-Barbadillo et al. (2009), p. 132. 
460  Cf. Geiger/Raghunandan (2002a), pp. 73 f.; Jackson et al. (2008), pp. 426 ff. Jackson 

et al. (2008) however, do not restrict the analysis to financially distressed companies.  
461  Cf. Louwers (1998), pp. 152 f.; Francis/Yu (2009), pp. 1543 ff.; Boone et al. (2010), 

pp. 344 ff.; Ratzinger-Sakel (2013), pp. 144 ff. However, Francis/Yu (2009) and Boone 
et al. (2010) only have observations from clients of Big4 audit firms in their sample. 
Cf. Francis/Yu (2009), p. 1521; Boone et al. (2010), p. 330. 

462 Vanstraelen (2000) and Knechel/Vanstraelen (2007) also investigate the effect of audit 
firm tenure for a Belgian sample. In Belgium, the institutional setting is somewhat 
special. The auditor is appointed for a period of three years which can be renewed 
without limitation. Vanstraelen (2000) uses modified audit reports and does not restrict 
the analysis to audit reports that highlight going-concern issues. She reports a negative 
association between audit firm tenure and the propensity of issuing a modified audit 
report. Knechel/Vanstraelen (2007) use a sample consisting of private Belgian firms. 
They do not find an association between audit firm tenure and the propensity of issuing 
a GCO. Cf. Vanstraelen (2000), pp. 419 ff.; Knechel/Vanstraelen (2007), pp. 113 ff. 

463  Cf. Ruiz-Barbadillo et al. (2009), pp. 124 ff. 
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Earnings Quality 

In a voluntary audit firm rotation regime, Carcello/Nagy (2004) report that 

fraudulent financial reporting464 is more likely in the early periods of audit 

firm tenure.465 Stanley/DeZoort (2007) use the probability of issuing a restate-

ment and report that a financial restatement is less likely to occur as audit firm 

tenure increases.466 Davis et al. (2009) use analysts’ expectations as the tar-

geted benchmark. The approach of Davis et al. (2009) in classifying compa-

nies meeting or just beating analysts’ expectations is somewhat special and 

noteworthy. Only companies that use discretionary accruals to meet or just 

beat analysts’ forecasts are classified as benchmark beating companies.467 

Davis et al. (2009) find that the probability of meeting or just beating ana-

lysts’ forecasts is higher in the initial periods of audit firm tenure.468 On the 

contrary, Francis/Yu (2009) do not report an association between benchmark 

beating companies and audit firm tenure using the profit threshold and prior 

year’s earning.469 Quick/Wiemann (2012) find that the probability of meeting 

or just beating the profit threshold is positively associated with audit firm 

tenure, but do not find an association between audit firm tenure and the prob-

ability of meeting or just beating prior year’s earnings.470  

Numerous studies investigate the relationship between audit firm tenure and 

the magnitude of discretionary accruals in voluntary audit firm rotation re-

gimes. The majority of these studies find that aggressive income-increasing 

                                                 

464  Although fraudulent financial reporting may result in financial statements being re-
stated, they are not necessarily identical. Restated financial statements might also oc-
cur due to unintentional errors. 

465  Cf. Carcello/Nagy (2004), pp. 64 ff. 
466  Cf. Stanley/DeZoort (2007), pp. 143 ff. 
467  The restriction reduces the risk that companies that have also engaged in real earnings 

management in order to achieve the targeted benchmark are classified as benchmark 
beaters. Graham et al. (2005) provide evidence that management is willing to engage 
in real earnings management, i.e. cutting down on R&D, advertising, and maintenance 
expenses, or delaying projects to the future in order to reach a targeted benchmark. 
Since it is not the responsibility of the auditor to judge on the appropriateness of such 
actions, using the “conventional” approach to classify benchmark beaters could lead 
to biased results with regard to audit quality. Cf. ibid., pp. 32 ff.; Davis et al. (2009), 
pp. 524 f. 

468  They also find some evidence that the probability of meeting or just beating analysts’ 
forecasts decreases in the initial periods of the engagement and increases in the later 
periods. Cf. Davis et al. (2009), p. 532. 

469  Cf. Francis/Yu (2009), pp. 1541 ff. 
470  Cf. Quick/Wiemann (2012), pp. 1124 ff. 
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accounting policies are constrained to a greater extent as audit firm tenure 

increases.471 Empirical evidence of the extent to which only aggressive in-

come-decreasing accounting policies are constrained is mixed. Frankel et 

al. (2002) and Myers et al. (2003) find that the extent to which aggressive 

income-decreasing accounting policies are constrained increases with audit 

firm tenure, whereas Chen et al. (2008) and Gul et al. (2009) report that ag-

gressive income-decreasing accounting policies are constrained to a lesser ex-

tent as audit firm tenure increases. Quick/Wiemann (2011) and Molls (2013) 

do not find evidence for an association.472 Chi/Huang (2005) further report 

the presence of a U-shaped form, which indicates that aggressive income-

increasing accounting policies are constrained to a lesser extent in the initial 

and later periods of audit firm tenure.473 

Empirical evidence on the effect of audit firm tenure in a mandatory rotation 

regime is scarce. Solely, Cameran et al. (2014) provide evidence using the 

magnitude of discretionary accruals for the Italian market. In Italy, the audit 

firm is appointed for a 3-year-period, which can be renewed twice, hence, an 

audit firm is to rotate-off after 9 years.474 Cameran et al. (2014) report that 

the extent to which income-increasing and/or income-decreasing accounting 

policies are constrained is higher in the last three years before the audit firm 

is required to rotate-off compared to the first three years after a mandatory 

audit firm rotation took place. Audit firms are therefore more conservative in 

the last three years before the mandatory rotation.475 

                                                 

471  Cf. Johnson et al. (2002), pp. 649 ff.; Chung/Kallapur (2003), p. 950; Myers et 
al. (2003), pp. 789 ff.; Gul et al. (2007), pp. 129 f.; Chen et al. (2008), p. 430; Jackson 
et al. (2008), pp. 431 ff.; Gul et al. (2009), pp. 270 ff.; Quick/Wiemann (2011), 
pp. 928 ff.; Molls (2013), pp. 230 ff. However, Chung/Kallapur (2003) and Gul et 
al. (2007) only have observations from clients of Big5 audit firms in their sample. 
Cf. Chung/Kallapur (2003), p. 931; Gul et al. (2007), p. 268. 

472  Cf. Frankel et al. (2002), pp. 91 ff.; Myers et al. (2003), pp. 789 ff.; Gul et al. (2007), 
pp. 129 f.; Chen et al. (2008), p. 430; Gul et al. (2009), pp. 276 ff.; Quick/Wie-
mann (2011), pp. 928 ff.; Molls (2013), pp. 233 f. 

473  Cf. Chi/Huang (2005), p. 80. 
474  Cf. Cameran et al. (2014), p. 6. 
475  Cf. Cameran et al. (2014), pp. 14 ff. 
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Summary 

Table 1 presents an overview of the empirical results. In voluntary audit firm 

rotation regimes, the results using the probability of meeting or just beating a 

certain earnings benchmark and the propensity of issuing a GCO are mixed. 

Evidence is more conclusive using the magnitude of discretionary accruals 

and the probability of issuing a restatement. Audit quality appears to increase 

with audit firm tenure. In a mandatory audit firm rotation regime, Ruiz-Bar-

badillo et al. (2009) report that the propensity of issuing a GCO is lower in a 

period with mandatory audit firm rotation.476 The reported results, however, 

only provide somewhat limited insights. Beginning with the year 1998, an 

audit firm in Spain had to mandatorily rotate-off after serving a client for 

9 consecutive years. The requirement, however, was abolished in 1995. Thus, 

a mandatory audit firm rotation never actually took place. The authors argue 

that such a setting does not pose any limitations when evaluating the effect of 

mandatory audit firm rotation.477 But it is conceivable that the abolishment of 

the mandatory rotation requirement has been discussed (and was possibly 

known) prior to the year 1995. The auditor might have “adapted” the expec-

tations and the incentives prior to the official abolishment. Furthermore, the 

authors also report that the mean value of the audit firm tenure is significantly 

lower during the mandatory audit firm rotation period (2.68 years vs. 

6.31 years).478 The indicator variable (mandatory rotation period vs. volun-

tary rotation period) may not capture the differences in rotation regimes but 

the effect of audit firm tenure. Ruiz-Barbadillo et al. (2009) replace the indi-

cator variable by a continuous variable that measures audit firm tenure. The 

coefficient on the variable measuring audit firm tenure is positive and signif-

icant. Therefore, the possibility that the effect of audit firm tenure is captured 

rather than the effect of a mandatory audit firm requirement cannot be ruled 

                                                 

476  Cf. Ruiz-Barbadillo et al. (2009), pp. 122 ff. 
477  Cf. ibid., p. 115. 
478  The lower mean value of the audit firm tenure during the mandatory audit firm rotation 

period is somewhat surprising. One possible explanation is that the first year of the 
sample period is set as the initial engagement of the audit firm tenure. 
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out.479 Using the magnitude of discretionary accruals, Cameran et al. (2014) 

report that the magnitude of discretionary accruals becomes more extreme 

after a mandatory audit firm rotation, which suggests that a mandatory audit 

firm rotation has a detrimental effect on earnings quality. 

Overall, empirical evidence on the effect of audit firm tenure varies between 

the chosen proxies to infer audit quality. Results investigating the effect of a 

mandatory audit firm rotation are scarce and are set in somewhat special in-

stitutional settings. In addition, differing institutional settings, differing meth-

odological approaches, and/or differing sample periods make it difficult to 

draw a clear conclusion of the effect of audit firm tenure on audit quality. For 

example, the exposure to litigation risks is generally higher in common law 

countries (e.g. United States or Australia) than in code law countries 

(e.g. Germany or France),480 which might affect the probability of reporting 

a detected breach. Furthermore, changes due to reforms, such as the enact-

ment of the Sarbanes Oxley Act 2002 in the U.S., may affect managers’ in-

centives to engage in earnings management and/or may also affect the audi-

tor’s threshold of acceptance of earnings management.481 In sum, the evi-

dence is inconclusive as to whether extended audit firm tenure is detrimental 

to audit quality and whether a mandatory audit firm rotation attenuates threats 

to audit quality.

                                                 

479  Cf. Ruiz-Barbadillo et al. (2009), footnote 18. Separately running the logistic regres-
sion with the audit firm tenure variable for the period with and without mandatory 
audit firm rotation could have provided an opportunity to further disentangle both ef-
fects.  

480  Cf. LaPorta et al. (2006), pp. 15 ff.; Francis (2011), p. 141. 
481  Cf. Davis et al. (2009), p. 522. 
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Table 1 

Overview of Empirical Evidence at Audit Firm Level 

Proxy Authors (Year) Country Rotation Sample Period Sample Size Results 

G
C

O
 

Louwers (1998) U.S.A. Voluntary 1984-1991 
808 observations with 

99 GCO observations 
The probability of issuing a GCO is not associated with 
audit firm tenure. 

Geiger/Raghunandan (2002a) U.S.A. Voluntary 1996-1998 
117 observations with 

59 GCO observations 
The probability of issuing a GCO increases with audit 
firm tenure. 

Jackson et al. (2008) Australia Voluntary 1995-2003 
1,750 observations with 

71 GCO observations 
The probability of issuing a GCO increases with audit 
firm tenure. 

Francis/Yu (2009) U.S.A. Voluntary 2003-2005 
2,022 observations with 

173 GCO observations 
The probability of issuing a GCO is not associated with 
audit firm tenure. 

Boone et al. (2010) U.S.A. Voluntary 2003-2006 
2219 observations with 

124 GCO observations 
The probability of issuing a GCO is not associated with 
audit firm tenure. 

Ruiz-Barbadillo et al. (2009) Spain Mandatory 1991-2000 
1326 observations with 

90 GCO observations 
A GCO is less likely to be issued in a period where 
mandatory audit firm rotation was effective. 

Ratzinger-Sakel (2013) Germany Voluntary 2005-2009 

648 observations with 
60 GCO observations 

107 observations with 
60 GCO observations 

The probability of issuing a GCO is not associated with 
audit firm tenure. 

R
es

ta
te

m
en

t 

Carcello/Nagy (2004) U.S.A. Voluntary 1990-2001 68,342 observations with 
147 fraud observations 

294 observations with 
147 non-fraud observations 

The probability of a restatement is higher in the early 
periods of audit firm tenure. 

Stanley/DeZoort (2007) U.S.A. Voluntary 2000-2004 382 observations with 
191 fraud observations 

The probability of a restatement decreases as audit firm 
tenure increases. 
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Table 1 continued 

Proxy Authors (Year) Country Rotation Sample Period Sample Size Results 

B
en

ch
m
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k 

B
ea
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Davis et al. (2009) U.S.A. Voluntary 1988-2006 23,748 observations 
The probability of meeting or just beating analysts’ 
forecasts is higher in the early periods of audit firm ten-
ure. 

Francis/Yu (2009) U.S.A. Voluntary 2003-2005 6,568 observations 
The probability of meeting or just beating the profit 
threshold and prior year’s earnings is not associated 
with audit firm tenure. 

Quick/Wiemann (2012) Germany Voluntary 2005-2007 

1,013 observations with 
203 observations that meet 
or just beat the profit 
threshold 

1,013 observations with 
129 observations that meet 
or just beat last year’s earn-
ings 

The probability of meeting or just beating the profit 
threshold increases with audit firm tenure.  
The probability of meeting or just beating last year’s 
earnings is not associated with audit firm tenure. 

D
is

cr
et
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ry
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Frankel et al. (2002) U.S.A. Voluntary 2001 2,472 observations 
The magnitude of |DA| and DA- becomes less extreme 
with ongoing audit firm tenure. The magnitude of DA+ 
is not associated with audit firm tenure. 

Johnson et al. (2002) U.S.A. Voluntary 1986-1995 2,463 observations The magnitude of |DA| is more extreme in the early pe-
riods of audit firm tenure. 

Chung/Kallapur (2003) U.S.A. Voluntary 2001 1,871 observations The magnitude of |DA| becomes less extreme with on-
going audit firm tenure. 

Myers et al. (2003) U.S.A. Voluntary 1988-2000 42,302 observations The magnitude of |DA|, DA+ and DA- becomes less ex-
treme with increasing audit firm tenure. 

Chi/Huang (2005) Taiwan Voluntary 1998-2001 1,337 observations The magnitude of DA is higher in the initial periods and 
later periods of audit firm tenure. 

Gul et al. (2007) U.S.A. Voluntary 2000-2001 4,720 observations The magnitude of |DA| becomes less extreme with in-
creasing audit firm tenure. 

 



 83 

Table 1 continued 

Proxy Authors (Year) Country Rotation Sample Period Sample Size Results 

D
is
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io
na
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 A
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Chen et al. (2008) Taiwan Voluntary 1990-2001 5,213 observations 

The magnitude of |DA| and DA+ becomes less extreme 
with increasing audit firm tenure. The magnitude of 
DA- becomes more extreme with ongoing audit firm 
tenure. 

Jackson et al (2008) Australia Voluntary 1995-2003 1,750 observations The magnitude of DA is not associated with audit firm 
tenure. 

Gul et al. (2009) U.S.A. Voluntary 1993-2004 32,777 observations 

The magnitude of |DA| and DA+ becomes less extreme 
with increasing audit firm tenure. The magnitude of 
DA- becomes more extreme with ongoing audit firm 
tenure. 

Quick/Wiemann (2011) Germany Voluntary 2005-2007 1,013 observations 
The magnitude of |DA| and DA+ becomes less extreme 
with increasing audit firm tenure. The magnitude of 
DA- is not associated with audit firm tenure. 

Molls (2013) Germany Voluntary 1996-2010 2,636 observations 
The magnitude of |DA| and DA+ becomes less extreme 
with increasing audit firm tenure. The magnitude of 
DA- is not associated with audit firm tenure. 

Cameran et al. (2014) Italy Mandatory 1985-2004 1,184 observations 
The magnitude of |DA|, DA+ and DA- is less extreme 
in the last three years before an audit firm has to rotate-
off mandatorily. 
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3.2.2 Evidence at Audit Partner Level 

Propensity of Issuing a GCO 

Carey/Simnett (2006) examine the propensity of issuing a GCO in a voluntary 

audit partner rotation regime. Their results indicate that receiving a GCO is 

less likely as audit partner tenure increases.482 Litt et al. (2014) investigate the 

effect of a mandatory audit partner rotation and provide evidence that the pro-

pensity of issuing a GCO is lower in the first two years with the new audit 

partner compared to the last two years with the old partner.483,484 

Earnings Quality 

Carey/Simnett (2006) report that the probability of meeting or just beating the 

profit threshold is not associated with audit partner tenure. However, they find 

that the probability of meeting or just beating prior year’s earnings is lower 

in the initial periods of audit partner tenure.485 Using the level of discretionary 

accruals, Chen et al. (2008) find that the extent to which aggressive income-

increasing accounting policies are constrained increases with ongoing audit 

partner tenure, but do not find evidence for an association between the extent 

to which aggressive income-decreasing accounting policies are constrained 

                                                 

482  Cf. Carey/Simnett (2006), pp. 661 ff. 
483  Cf. Litt et al. (2014), pp. 78 f. Firth et al. (2012) also investigate the effect of a man-

datory audit partner rotation. They do not restrict their analysis to audit report that 
highlight going-concern issues. Instead they use modified audit reports. Their findings 
do not provide any evidence that the propensity of issuing a modified report is different 
between the year prior to the mandatory audit partner rotation and the first year after a 
mandatory audit partner rotation. Cf. ibid., pp. 109 ff. 

484  Litt et al. (2014) use an U.S. sample where the audit partner must rotate-off after five 
years. However, in the U.S. the names of the audit partners are not disclosed. Litt et al. 
(2014) infer the tenure of the audit partner indirectly. Audit firm rotation leads auto-
matically to audit partner rotation (with the exception if the audit partner has changed 
audit firms and has taken the client with him to the new audit firm). If a client has 
stayed with the new audit firm at the office level for more than five years and has not 
switched audit partners during that period, then the audit partner is subject to a man-
datory audit partner rotation. To ensure that the indirect measure of audit partner tenure 
is not confounded by audit partners switching before the five year period, Litt et al. 
(2014) conduct several interviews with Big4 audit firms and smaller regional firms. 
They were “assured that it is very uncommon for partner to leave an engagement be-
fore the five year period.” Cf. ibid., p. 67. 

485  Cf. Carey/Simnett (2006), pp. 668 ff.  
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and audit partner tenure.486 Manry et al. (2008) find evidence that aggressive 

accounting policies are constrained to a greater extent with ongoing audit 

partner tenure and also report that aggressive income-decreasing accounting 

policies are constrained to a lesser extent with ongoing audit partner tenure.487 

Contrary, Carey/Simnett (2006) do not find convincing evidence for an asso-

ciation of the magnitude of discretionary accruals and audit partner tenure.488 

Chi/Huang (2005) further report that aggressive income-increasing account-

ing policies are constrained to a lesser extent in the initial and later periods of 

audit partner tenure.489 

Litt et al. (2014) investigate the effect of a mandatory audit partner rotation. 

Using the probability of meeting or just beating analysts’ forecasts490, they 

find that analysts’ forecasts are more likely to be met or just beaten in the first 

two years with the new audit partner compared to the final two years before 

the audit partner is to rotate-off mandatorily.491 Chi et al. (2009) compare the 

extent to which aggressive accounting policies are constrained in the year 

prior to the mandatory audit partner rotation with the extent to which aggres-

sive accounting policies are constrained in the first year after the mandatory 

rotation.492 They find that the newly appointed audit partner constrains ag-

gressive income-increasing and/or income-decreasing accounting policies to 

a lesser extent.493 Bandyopadhyay et al. (2014) use the same approach as Chi 

et al. (2009), but use the first three years after the mandatory rotation as the 

                                                 

486  Chen et al. (2008) also report that the extent to which aggressive income-increasing 
and income-decreasing accounting policies are simultaneously constrained, increases 
with ongoing audit partner tenure. Cf. ibid., pp. 427 ff. 

487  Cf. Manry et al. (2008), pp. 563 ff. 
488  Cf. Carey/Simnett (2006), pp. 665 ff. 
489  Cf. Chi/Huang (2005), p. 79 ff. 
490  They use the same approach as Davis et al. (2009) to identify benchmark beating com-

panies. Cf. footnote 467. 
491  Cf. Litt et al. (2014), p. 74. 
492  Chi et al. (2009) use semi-annual financial statements. In Taiwan the semi-annual 

statements are audited not differently than annual reports. Cf. ibid., p. 360. 
493  Cf. ibid., pp. 372 ff.  
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benchmark. They report that aggressive income-increasing accounting poli-

cies are constrained to a greater extent under the newly appointed audit part-

ner.494 

Summary 

Table 2 presents an overview of the empirical evidence. There are only a 

handful of empirical studies investigating the effect of audit partner tenure on 

audit quality. As already mentioned, differing institutional settings, method-

ological approaches, and/or sample periods make it difficult to draw general 

conclusions. The limited amount of empirical evidence further exacerbates 

these difficulties. Only one study provides evidence using the propensity of 

issuing a GCO and the probability of meeting or just beating a certain earn-

ings benchmark in regimes with voluntary audit partner rotation. The results 

indicate that a GCO is less likely to be issued when audit partner tenure in-

creases, whereas the results with regard to the probability of meeting or just 

beating earnings benchmarks are mixed. Empirical evidence using the mag-

nitude of discretionary accruals is inconclusive. In regimes with mandatory 

audit partner rotation, empirical evidence of the effect of a mandatory audit 

partner rotation is inconclusive. Overall, the results do not permit to draw a 

clear conclusion as to whether extended audit partner tenure has a detrimental 

effect on audit quality, and whether mandatory audit partner rotation attenu-

ates possible threats to audit quality. 

                                                 

494  Bandyopadhyay et al. (2014) also report that aggressive income-increasing and in-
come-decreasing accounting policies are simultaneously constrained to a greater ex-
tent. This result, however, appears to be mainly due to aggressive income-increasing 
accounting policies being constrained to a greater extent. Cf.  ibid. (2014), p. 26. 
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Table 2 

Overview of Empirical Evidence at Audit Partner Level 

Proxy Authors (Year) Country Rotation Sample Period Sample Size Results 

G
C

O
 Carey/Simnett (2006) Taiwan Voluntary 1990-2001 
559 observations with 

66 GCO observations 
The probability of issuing a GCO decreases with ongo-
ing audit partner tenure. 

Litt et al. (2014) U.S.A. Mandatory 2004 884 observations495 
The probability of issuing a GCO is lower in the first 
two years with the new audit partner compared to the 
last two years with the old partner.  

B
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m
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k 

B
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Carey/Simnett (2006) Australia Voluntary 1995 

1,021 observations with 
59 observations that meet 
or just beat the profit 
threshold 

965 observations with 
190 observations that meet 
or just beat prior year’s 
earnings 

The probability of meeting or just beating the profit 
threshold is not associated with audit partner tenure. 
The probability of meeting or just beating prior year’s 
earnings is lower in the initial periods of the audit part-
ner tenure. 

Litt et al. (2014) U.S.A. Mandatory 2000-2004 

2,108 observations with 
252 observations that meet 
or just beat analysts’ expec-
tations 

The probability of meeting or just beating analysts’ ex-
pectations is higher in the first two years with the new 
audit partner compared to the last two years with the old 
partner. 

D
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cr
et
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A
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Chi/Huang (2005) Taiwan Voluntary 1998-2001 1,337 observations The magnitude of DA is more extreme in the initial pe-
riods and later periods of audit partner tenure. 

Carey/Simnett (2006) Australia Voluntary 2005-2007 743 observations The magnitude of |DA| is not associated with audit part-
ner tenure. 

Chen et al. (2008) Taiwan Voluntary 1990-2001 5,213 observations 
The magnitude of |DA| and DA+ becomes less extreme 
with increasing audit partner tenure. The magnitude of 
DA- is not associated with audit partner tenure. 

                                                 

495 The number of audit reports with a GCO is not disclosed. 
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Table 2 continued 

Proxy Authors (Year) Country Rotation Sample Period Sample Size Results 

D
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Manry et al. (2008) U.S.A. Voluntary 1999-2001 180 observations The magnitude of DA becomes less extreme with in-
creasing audit partner tenure. 

Chi et al. (2009) Taiwan Mandatory 2004 513 observations 

The magnitude of |DA|, DA+ and DA- becomes more 
extreme in the first year after a mandatory audit partner 
rotation has taken place compared to the year immedi-
ately before the mandatory audit partner rotation.  

Bandyopadhyay et al. (2014) China Mandatory 2004-2011 887 observations 

The magnitude of |DA| and DA+ becomes less extreme 
in the first three year after a mandatory audit partner 
rotation has taken place compared to the year immedi-
ately before the mandatory audit partner rotation. The 
magnitude of DA- is not associated with the rotation of 
the audit partner. 
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3.2.3 Evidence on the Joint Effect 

In voluntary audit firm and audit partner rotation regimes Chen et al. (2008) 

find some evidence that the magnitude of discretionary accruals decreases as 

audit firm and audit partner tenure increases, which indicates that aggressive 

accounting policies are constrained to a greater extent with increasing audit 

firm and audit partner tenure.496 Fargher et al. (2008) report similar results 

with regard to audit firm tenure but also find that aggressive accounting pol-

icies are constrained to a lesser extent as audit partner tenure increases.497 

Chi/Huang (2005) report that aggressive income-increasing accounting poli-

cies are constrained to a lesser extent in the initial and later periods of the 

audit firm tenure, whereas audit partner tenure is not associated with the level 

of aggressive accounting policies.498 Fargher et al. (2008) provide additional 

insights by comparing the effect of an internal and external rotation. They 

find that aggressive accounting policies are constrained to a greater extent 

when the incoming partner is from the same audit firm compared to when the 

newly incoming partner is from a different audit firm.499 

Chi et al. (2009), Molls (2013) and Litt et al. (2014) provide evidence in in-

stitutional settings with voluntary audit firm rotation and mandatory audit 

partner rotation. Litt et al. (2014) compare the effect of a mandatory audit 

partner rotation with a voluntary audit firm rotation. They report that the prob-

ability of meeting or just beating analysts’ forecasts is more likely after an 

audit firm rotation. They report consistent results when using the magnitude 

of discretionary accruals as a proxy.500  

 

                                                 

496  More specific, Chen et al. (2008) find a negative association with the absolute values 
of discretionary accruals but do not find an association when running the analysis with 
positive or negative discretionary accruals only. Cf. ibid., pp. 432 ff. 

497  In more detail, Fargher et al. (2008) find a negative/positive association of audit 
firm/audit partner tenure with the absolute value and positive values of discretionary 
accruals. With regard to negative values of discretionary accruals, they report a posi-
tive association with audit firm tenure and no association with audit partner tenure. 
Cf. ibid., pp. 170 ff. 

498  Cf. Chi/Huang (2005), pp. 84 ff. 
499  Cf. Fargher et al. (2008), pp. 175 ff. 
500  Cf. Litt et al. (2014), pp. 79 ff. 
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Contrary, Chi et al. (2009) compare the extent to which aggressive accounting 

policies are constrained in the year after a mandatory audit partner rotation 

with the extent to which aggressive accounting policies are constrained in the 

year after a voluntary audit firm rotation, and report no significant differ-

ences.501 Molls (2013) finds that the magnitude of discretionary accruals de-

creases with ongoing audit firm and review partner tenure, but does not find 

an association with engagement partner tenure.502 

Summary 

Table 3 presents an overview. In sum, the results using the magnitude of dis-

cretionary accruals provide some evidence that increasing audit firm tenure 

is associated with higher audit quality, whereas the results at audit partner 

level are more mixed. The results comparing the effect of a mandatory audit 

partner rotation with a voluntary audit firm rotation are mixed. The limited 

number of empirical studies does not permit to come to a general conclusion 

on the association of audit firm and audit partner tenure, and audit quality. 

 

                                                 

501  Cf. Chi et al. (2009), pp. 372 ff. 
502  Cf. Molls (2013), pp. 239 ff. 
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Table 3 

Overview of Empirical Evidence at Audit Firm and Audit Partner Level 

Proxy Authors (Year) Country Rotation: 
Partner 

Rotation: 
Firm Sample Period Sample Size Results 
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Litt et al. (2014) U.S.A. Mandatory Voluntary 2000-2004 

2,108 observations with 
252 observations that meet 
or just beat analysts’ ex-
pectations 

The effect on the probability of meeting 
or just beating analysts’ forecasts is less 
negative after a mandatory audit partner 
rotation compared to a voluntary audit 
firm rotation 

D
is

cr
et

io
na

ry
 A

cc
ru

al
s 

Chi/Huang (2005) Taiwan Voluntary Voluntary 1998-2001 1,337 observations 

The magnitude of DA is less extreme in 
the initial and later periods of audit firm 
tenure. At audit partner level, there is no 
association. 

Chen et al. (2008) Taiwan Voluntary Voluntary 1990-2001 5,213 observations 

The magnitude of |DA| becomes less ex-
treme with increasing audit firm and audit 
partner tenure. The magnitude of DA+ 
and DA- is not associated with audit firm 
and audit partner tenure. 

Fargher et al. (2008) Australia Voluntary Voluntary 1990-2004 2,495 observations 

The magnitude of |DA| and DA+ becomes 
less extreme with ongoing audit firm ten-
ure but becomes more extreme with ongo-
ing audit partner tenure. The magnitude of 
DA- becomes more extreme with ongoing 
audit firm tenure but is not associated 
with audit partner tenure. 
The magnitude of |DA| becomes less ex-
treme when the incoming partner is from 
the same audit firm but becomes more ex-
treme if the incoming partner is from a 
different audit firm. 
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Table 3 continued 

Proxy Authors (Year) Country Rotation: 
Partner 

Rotation: 
Firm Sample Period Sample Size Results 

D
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Chi et al. (2009) Taiwan Mandatory Voluntary 2004 513 observations 

The magnitude of |DA|, DA+ and DA- 
does not differ between companies with a 
mandatory audit partner rotation and 
companies with voluntary audit firm rota-
tion. 

Molls (2013) Germany Mandatory Voluntary 1996-2010 2,636 observations 

The magnitude of |DA|, DA+, DA- be-
comes less extreme with ongoing audit 
firm and review partner tenure. There is 
no association with engagement partner 
tenure. 

Litt et al. (2014) U.S.A. Mandatory Voluntary 2000-2004 Not disclosed 
The effect of a mandatory audit partner 
rotation on DA is less negative compared 
to a voluntary audit firm rotation. 
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3.3 Hypotheses Development  

As previously discussed, the quality of an audit depends on the probability 

that the auditor discovers a breach in the client’s accounting system and that 

the auditor reports the breach.503 Audit quality improves as the probability of 

both components increase.504 Amongst others, auditor tenure has been iden-

tified as influencing both components of audit quality ( 2.2.3). The effect 

on audit quality, however, is ambiguous. On the one hand, it is argued that 

audit quality is lower in the initial periods of the engagement due to lack of 

client-specific knowledge. With ongoing auditor tenure client-specific 

knowledge is built up, which is assumed to positively affect audit quality.505 

This line of reasoning is mainly promoted by practitioners.506 On the other 

hand, increasing auditor tenure may impair audit quality due to threats to the 

auditor’s independence.507 This line of reasoning is put forward by regula-

tors.508 Ultimately, discussions about the effect of auditor tenure on audit 

quality revolve around the question as to whether possible threats to inde-

pendence due to increased tenure can be attenuated by imposing a mandatory 

rotation requirement.509  

The presented arguments apply at audit firm level and to a certain extent to 

audit partner level.510 The effect of audit partner tenure and especially of audit 

firm tenure has been subject to extensive discussions in auditing research, 

within policymakers, and the accounting profession.511 Therefore, the basic 

research questions are as follows:  

                                                 

503  Cf. DeAngelo (1981a), pp. 115 f. 
504  Cf. Johnson et al. (2002), p. 641. 
505  Cf. Carcello/Nagy (2004), p. 58. 
506  Cf. e.g. FRC (2010), p. 6; PwC (2012), p. 3. 
507  Cf. Carcello/Nagy (2004), p. 58. 
508  Cf. e.g. European Commission (2010), p. 11. 
509  Cf. Cameran et al. (2014), p. 4. 
510  Cf. Chi/Huang (2005), p. 362; Chen et al. (2008), p. 420. 
511  Cf. e.g. Johnson et al. (2002), pp. 637 ff.; Myers et al. (2003), pp. 779 ff.; GAO (2003), 

pp. 1 ff.; European Commission (2010), p. 11; PwC (2012), pp. 1 ff. 
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RQ 1: Is there an association between audit firm tenure and audit 
quality? 

RQ 2:  Is there an association between audit partner tenure and audit 
quality? 

In the following, arguments for positive and negative effects of audit firm and 

audit partner tenure on audit quality are presented in more detail, and the hy-

potheses are formulated. 

Increasing Audit Quality with Audit Firm Tenure 

The basic reasoning for higher audit quality with increasing audit firm tenure 

is that an effective audit requires start-up costs, i.e. costs to build up client-

specific knowledge and time to get familiar with the client’s business, pro-

cesses, systems, people, and risks.512 In the early years of the engagement, the 

lack of client-specific knowledge and unfamiliarity with possible industry re-

lated error patterns, may lead to a lower probability of detecting material mis-

statements.513 The effectiveness of an audit also depends on the information 

infrastructure, such as the provision of human and material resources or mu-

tual trust. Good information infrastructure can help to facilitate the coopera-

tion with the client during the audit process. In the early stages, the infrastruc-

ture may not be fully developed, and the transfer of information may be 

curbed due to lack of mutual trust, especially when dealing with confidential 

information.514 Information infrastructure within the audit engagement team 

may also impact the effectiveness of the audit.515 Communication channels 

between the group engagement team and the component audit partner may 

not be fully developed in the initial periods as well. These factors may also 

hamper the effectiveness of the audit process and ultimately negatively affect 

audit quality. 

                                                 

512  Cf. Chi et al. (2009), p. 362; PwC (2012), p. 3. 
513 Cf. Arruñada/Paz-Ares (1997), p. 45; Johnson et al. (2002), p. 642; Car-

cello/Nagy (2004), p. 58; Chi et al. (2009), p. 362. It can be argued that the initial lack 
of client-specific knowledge can be overcome by additional effort, such as the use of 
additional and/or more experienced staff. Such a reasoning assumes that knowledge 
and effort are perfect substitutes which is disputable. Cf. Arruñada/Paz-Ares (1997), 
p. 45; Johnson et al. (2002), p. 642. 

514  Cf. Arruñada/Paz-Ares (1997), p. 34. 
515  Cf. IAASB (2014), pp. 53 ff. 
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The arguments support the notion that audit quality is positively correlated 

with audit firm tenure and that audit quality increases with increasing audit 

firm tenure.516 The outlined advantages of an ongoing relationship, however, 

are bound to a particular client (shared asset). Opponents of a mandatory audit 

firm rotation therefore argue that imposing a limit on the length of the rela-

tionship would periodically lead to the complete loss of these advantages and 

negatively affect audit quality. Furthermore, it would burden the audit firm 

with additional workload and costs, for example, due to checking the initial 

balance sheet.517 Periodically abandoning audit engagements may also lead 

to reduced incentives to invest in industries where special knowledge is re-

quired.518 Industry expertise, however, is assumed to enhance audit quality by 

allowing the audit firm to better acquire the necessary client-specific 

knowledge and by providing incentives to withstand management pressure in 

order to avoid reputational damages ( 2.2.2).519 

Decreasing Audit Quality with Audit Firm Tenure 

The basic argument for detrimental effects of increasing audit firm tenure on 

audit quality is that the anticipation of future client-specific quasi-rents poses 

threats to the independence.520 A dismissal by the client leads to the complete 

loss of the quasi-rents, since they are bound to the particular client. Due to 

economic interests in retaining a client, a client that credibly threatens the 

audit firm with dismissal can extract accounting concessions from the audit 

firm.521 Impending economic losses make the audit firm more susceptible to 

succumb to the client’s wishes (self-interest and intimidation threats).522 Ex-

tended personal relationships may lead to erosions of independence (famili-

arity threats). The development of bonds of loyalty or emotive relationships 

between the audit firm staff and the client over time may impact consciously 

                                                 

516  Cf. Myers et al. (2003), p. 782; Carey/Simnett (2006), pp. 656 f. 
517  Cf. DeAngelo (1981a), p. 118; DeAngelo (1981b), p. 189; Arruñada/Paz-Ares (1997), 

pp. 32 ff. 
518  Cf. Arruñada/Paz-Ares (1997), p. 47; Catanach/Walker (1999), p. 45. 
519  Cf. Bell et al. (2005), pp. 41 f.; Lim/Tan (2010), pp. 928 f. 
520  Cf. DeAngelo (1981b), pp. 187 ff. 
521  Cf. DeAngelo (1981a), p. 118; DeAngelo (1981b), p. 189; Acemoglu/Gietz-

mann (1997), p. 373; Cameran et al. (2014), p. 6. 
522  Cf. Davis et al. (2009), p. 521. 
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or subconsciously the objectivity of the audit firm over managers’ financial 

reporting choices.523 Familiarity threats may impact the probability of detect-

ing a breach. Over time, audit work may become excessively routine making 

the audit program become stale as audit firm staff begins to anticipate the 

state of the client’s systems and the presence of control procedures.524 Audit 

firm staff may rely too much on the prior year’s work and view the present 

audit solely as a repetition, especially when the client is known to have good 

financial reporting controls, accurate financial statements, and top manage-

ment with integrity and competence. This may result in a tendency to antici-

pate the results of audit procedures instead of being alert to subtle and often 

surreptitious anomalies.525  

Proponents of a mandatory audit firm rotation therefore argue that a newly 

appointed audit firm could bring in a “fresh look” at the client’s finances and 

accounting practices, which positively influences audit quality. The risk of 

stale audit programs could be countervailed since creative audit-testing ap-

proaches are often seen in the early years of the engagement.526 In addition, 

the audit firm is assumed to be more independent since the value of the shared 

asset increases with ongoing tenure making a dismissal “less” costly in the 

early years.527,528 Limiting the engagement period by implementing a manda-

tory rotation would prevent the audit firm from viewing the client as a per-

petual annuity. Future quasi-rents would be restricted from the beginning 

which can attenuate the (conscious or subconscious) “self-serving bias in au-

ditors to agree with the client […] that causes the auditor’s interest to align 

                                                 

523  Cf. Carey/Simnett (2006), pp. 656 f.; Litt et al. (2014), p. 65. 
524  Cf. Hoyle (1978), p. 72; Arruñada/Paz-Ares (1997), p. 45; Carey/Simnett 

(2006), p. 657. 
525  Cf. Arruñada/Paz-Ares (1997), p. 45; Carcello/Nagy (2004), p. 58. 
526  Cf. Carey/Simnett (2006), p. 657; Litt et al. (2014), p. 65. 
527  Cf. DeAngelo (1981b), pp. 187 f.; Carey/Simnett (2006), p. 657. This line of reasoning 

is that the initial fee cut due to low-balling is viewed as sunk costs and that the “critical 
mass” of the value of the shared asset, i.e. the value at which the cost of termination of 
the contract is higher than the gains of extending the contract, has not been reached in 
the early years. 

528  Geiger/Raghunandan (2002a) argue that the quasi-rents make the newly appointed au-
ditor more vulnerable to threats of dismissal in the early years. However, this argument 
only holds, if the price cut on audit fees due to low-balling is not considered as sunk 
costs. Cf. ibid., p. 68. 
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with the client.”529 The audit firm would therefore be less likely to succumb 

to the client’s wishes.530 

From a theoretical point of view, it is not possible to draw a clear conclusion 

as to whether the positive effects associated with increased audit firm tenure 

outweighs the negative effects. Ultimately, the association between audit firm 

tenure and audit quality remains an empirical question.531 Since empirical ev-

idence is mixed ( 3.2.1), I formulate the following hypothesis (in alternative 

form):532 

Hypothesis H1A: Audit firm tenure is associated with audit quality. 

At audit partner level, empirical evidence suggests the existence of client-

specific quasi-rents at audit partner level, which might threaten the individual 

audit partner’s independence. In a recently conducted survey by Daugherty 

et al. (2012), audit partners indicate that becoming familiar with a client usu-

ally takes about 3 years.533 Therefore, there are also start-up costs at individ-

ual audit partner level, which might create incentives for the individual audit 

partner to keep a client in order to retain the benefits associated with the audit 

of that client.534 Furthermore, compensation schemes of the individual audit 

partner may be linked to the fees received from the client, which might 

threaten the audit partner’s independence.535 However, as mentioned above, 

the effect of audit partner tenure on audit quality may somewhat differ from 

audit firm tenure. The rotation of an audit partner is associated with the loss 

of client-specific knowledge as well, but there are also arguments that suggest 

that the magnitude of client-specific knowledge loss associated with an audit 

partner rotation differs from an audit firm rotation. Audit firm intern quality 

                                                 

529  Arel et al. (2006), p. 7. 
530  Cf. Copley/Doucet (1993), p. 25; Dopuch et al. (2001), pp. 106 ff.; Car-

cello/Nagy (2004), p. 58; Imhoff (2003), pp. 125 f.; Ruiz-Barbadillo et al. 
(2009), p. 116; Velte (2012), pp. 84 f.; Cameran et al. (2014), pp. 4 ff. 

531  Cf. Geiger/Raghunandan (2002a), p. 71; Chen et al. (2008), p. 420. 
532  Since the hypothesis testing is based on the logic of falsification, the alternative hy-

pothesis cannot be directly tested. Therefore, statistically the null hypothesis is tested, 
which is to be refuted. Hypotheses 2a, 2b and 3 are formulated as alternative hypothe-
ses as well. Cf. Bortz/Doering (2006), pp. 23 ff. 

533  Cf. Daugherty et al. (2012), pp. 106 f., 111. 
534  Cf. Chen et al. (2008), p. 420; Chi et al. (2009), p. 362. 
535  Cf. Trompeter (1994), pp. 59 f.; Fargher et al. (2008), p. 165. 
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controls, such as continuity of audit team members, passing on working pa-

pers, consulting with the former audit partner, or client databases, might mit-

igate knowledge loss.536 As a result, the newly appointed audit partner is 

likely to become more familiar with the client at a faster rate.537 At the same 

time, audit partner independence might also be improved.538 However, con-

tinuing audit team members, consulting with the outgoing partner, or the ac-

cess of working papers might reduce the positive effects associated with the 

fresh viewpoint. The newly incoming audit partner might solely adapt the 

views of the outgoing audit partner.539 In addition, mutual trust between the 

audit partner and the client that can help to facilitate the transfer of infor-

mation might not be entirely transferable. Whether audit partner rotation en-

hances or harms audit quality is therefore not clear. 

Special to the German setting is that the engagement as well as the review 

partner sign the audit report ( 2.3.1). Whereas the previously discussed ar-

guments apply to the engagement partner, there are regulatory requirements 

regarding the selection of the review partner that might suggest differing ef-

fects. The nature of the review partner as a report critique raises the question 

whether possible threats to independence are as pronounced as for the lead 

audit partner, i.e. the engagement partner. Only audit partners that do not sig-

nificantly collaborate and who are not significantly involved in the prepara-

tion of the audit report are eligible as review partners. This implies that the 

review partner has less interaction with the client, which in turn might reduce 

advocacy and/or familiarity threats that are caused by ongoing tenure.540 Em-

pirical evidence on whether the continuity of the relationship with a client 

affects the judgment of the review partner is inconclusive. Schneider et 

al. (2003) find that the degree of the review partner’s agreement with the con-

clusion of the engagement team is unaffected by prior involvement in audit 

                                                 

536  Cf. Carey/Simnett (2006), p. 656. 
537  Cf. Fargher et al. (2008), p. 165. 
538  Cf. ibid., p. 165; Daugherty et al. (2012), p. 106. 
539  Cf. Arruñada/Paz-Ares (1997), p. 37. 
540  Cf. Schneider et al. (2003), p. 187; Gold et al. (2012), p. 13. 
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planning.541 Favere-Marchesi/Emby (2005), however, report that a continu-

ing review partner (i.e. involved in current and prior year’s engagement) is 

less likely to come to different conclusions with the engagement partner than 

a newly incoming review partner.542 Furthermore, it can be argued that re-

duced personal exposure to the client does not attenuate possible self-interest 

threats due to economic interests. In sum, there is no convincing evidence that 

the review partner differs qualitatively from the engagement partner. 

Additionally, Germany has imposed a mandatory audit partner rotation rule 

that prescribes a mandatory rotation of the engagement and/or review partner 

if having signed the audit report in 7 or more instances ( 2.3.3.2). Chen et 

al. (2008) argue that “in places where audit partner rotation is required, there 

can be no case of long partner tenure, so it is impossible to investigate 

whether or not earnings/audit quality deteriorates with extended partner ten-

ure.”543 However, I argue that the effect of audit partner tenure can be inves-

tigated in regimes with prescribed mandatory audit partner rotation for two 

reasons. First, the definition of extended audit partner tenure remains arbitrary 

since no evidence has yet been provided that clearly shows why or how inde-

pendence is impaired when audit partner tenure reaches a certain length.544 

And second, incentives and behavior of the audit partner may be different 

under a mandatory audit partner rotation regime.545 Limiting client-specific 

quasi-rents by imposing a mandatory audit partner rotation might countervail 

self-interest and intimidation threats and might make the audit partner less 

likely to succumb to client’s wishes.546 However, the assumed positive effect 

of a mandatory audit partner rotation on audit quality could be countervailed 

by within audit firm pressure. The audit partner is subject to governance ar-

rangements of the audit firm. Profitability objectives of the audit firm might 

                                                 

541  Cf. Schneider et al. (2003), pp. 185 ff. 
542  Cf. Favere-Marchesi/Emby (2005), pp. 1 ff. 
543  Chen et al. (2008), p. 416. 
544  Davis et al. (2009) refer to the length of audit firm tenure. However, I believe that this 

statement is equally valid for the length of audit partner tenure. Cf. ibid., p. 524. 
545  Cf. Chi et al. (2009), p. 364. 
546  http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-part-

ner-rotation-audit-client (Last Accessed: February 28th, 2015). 

http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-partner-rotation-audit-client
http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-partner-rotation-audit-client
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favor for example, an audit partner that generates audit fees or acquires/re-

tains clients with better career outlooks and/or higher remuneration.547 The 

“global career and financial interests” of the individual audit partner within 

the audit firm could therefore offset the intended positive effect of a manda-

tory audit partner rotation on audit quality.548 For these reasons, I formulate 

the following hypotheses (in alternative form): 

Hypothesis H2aA: Engagement partner tenure is associated with audit 
quality. 

Hypothesis H2bA: Review partner tenure is associated with audit  
quality. 

Empirical studies investigating the effect of audit firm tenure/audit partner 

tenure without controlling for audit partner tenure/audit firm tenure may be 

subject to omitted variable bias.549 Conclusions to adopt or reject a mandatory 

audit firm rotation requirement based on results from empirical studies using 

audit firm tenure only would be problematic because the effect might be at-

tributable to audit partner tenure.550 I formulate the following hypothesis (in 

alternative form): 

Hypothesis H3aA: Audit firm tenure is associated with audit quality  
after controlling for engagement and review part-
ner tenure.551

                                                 

547  Cf. McNair (1991), pp. 637 ff.; Bierstaker et al. (2006), p. 18; IAASB (2014), p. 40. 
For example all of the Big4 audit firms report in their transparency report for the year 
2013 that part of the remuneration of audit partners is based on the financial perfor-
mance. Cf. Deloitte and Touche (2013), p. 15 f.; Ernst and Young (2013), pp. 29 f.; 
KPMG (2013), p. 26; PwC (2013), pp. 17 f. 

548  The magnitude of within audit firm pressure may vary between differing ranks. For, 
example, pressure due to “global career interests” within the audit firm is likely to be 
less pronounced for high-ranking audit partners than for managers. 

549  Cf. Bedard/Johnstone (2010), p. 68. An omitted variable bias would not exist if audit 
firm and audit partner tenure are perfectly correlated. Cf. Chi/Huang (2005), p. 66. 

550  Cf. Chen et al. (2008), pp. 416 f. 
551  Cf. ibid., p. 420. H3A could have been stated as “Engagement partner tenure is associ-

ated with audit quality after controlling for review partner and audit firm tenure” or as 
“Review partner tenure is associated with audit quality after controlling for engage-
ment partner and audit firm tenure”. As Chen et al. (2008), I also use the statement in 
Hypothesis 3 because the European Commission concludes that extended audit firm 
tenure has detrimental effects on audit quality and has therefore imposed a mandatory 
audit firm rotation requirement ( 2.3.4). Cf. ibid., footnote 8. 
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4 Research Design and Sample Selection 

To test Hypotheses 1 to 3, I use four different proxies commonly used in au-

diting research. The use of multiple proxies allows to build greater confidence 

in the reported results.552 The first proxy is the audit opinion and measures 

the auditor’s propensity of issuing a GCO. The second proxy measures the 

probability that a client issues a restatement, while the third proxy measures 

the probability that a client meets or just beats analysts’ forecasts. The fourth 

and last proxy measures the magnitude of the discretionary accruals. Whereas 

the first proxy is directly derived from the audit report, the remaining proxies 

are derived from the audited financial statements and measure earnings qual-

ity. Section 4.1 presents the research method and formulates the basic regres-

sion models used to test the hypotheses. Section 4.2 then describes the meas-

urement of audit firm-specific, audit partner-specific and client-specific vari-

ables used in the regression models. The last section describes the sample 

selection process ( 4.3). 

4.1 Research Method 

The formulated hypotheses are tested using multivariate regression models. 

Since audit quality is difficult to observe and assess ( 3.1), I use the above-

described four proxies as the dependent variables to investigate the effect of 

audit firm and/or audit partner tenure on audit quality.553 The test variable for 

Hypothesis H1 is audit firm tenure, whereas the test variables for Hypothe-

ses H2a and H2b are engagement and review partner tenure. The test variable 

for Hypothesis H3 is audit firm tenure after controlling for engagement and 

review partner tenure. To reduce the possibility that the test variables, i.e. 

audit firm tenure, engagement partner tenure and review partner tenure, meas-

ure effects of other cross-sectional determinants of the auditor’s propensity 

of issuing a GCO, the probability of issuing a restatement, the probability of 

                                                 

552  Cf. Carey/Simnett (2006), p. 658. 
553  I use these proxies since they have been used in auditing research when investigating 

the effect of auditor tenure on audit quality ( 3.2). Furthermore, the relevant data is 
accessible through databases or publicly available information for German capital mar-
ket-oriented companies. 
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meeting or just beating analysts’ forecasts and the magnitude of discretionary 

accrual, various control variables are included.554 The control variables, in 

specific, address audit firm-specific traits ( 4.2.2.1), audit-partner-specific 

traits ( 4.2.2.2), and client-specific traits ( 4.2.2.3) that are known to have 

an effect on the proxies. Therefore, the following three basic regressions are 

estimated: 

Proxy = β0 + β1Audit Firm Tenure 

+ Audit Firm-Specific Variables  

+ Client-Specific Variables  

+ Year and/or Industry Dummies + ε 

(11) 

Proxy = β0 + β1Engagement Partner Tenure + β2Review Partner Tenure 

+ Audit Partner-Specific Variables 

+ Audit Firm-Specific Variables 

+ Client-Specific Variables  

+ Year and/or Industry Dummies + ε 

(12) 

Proxy = β0 + β1Audit Firm Tenure  

+ β2Engagement Partner Tenure + β3Review Partner Tenure 

+ Audit Partner-Specific Variables  

+ Audit Firm-Specific Variables 

+ Client-Specific Variables  

+ Year and/or Industry Dummies + ε 

(13) 

Since the sample contains observations of multiple companies over multiple 

time periods (panel data), the data set is subject to time-series dependencies 

(company effect) and cross-sectional dependencies (time effect). Estimating 

regressions without controlling for possible company and time effects can 

lead to biased standard errors. Clustering standard errors by two dimensions 

                                                 

554  Cf. Myers et al. (2003), p. 789. 
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(company and time) removes both dependencies, which then yields unbiased 

standard errors that are also robust to heteroscedasticity. If the number of po-

tential clusters is relatively small in one dimension, the inclusion of dummy 

variables removes potential dependencies as well. The number of clusters is 

in the time-dimension relatively small ( 4.3). Therefore, I estimate the re-

gressions by clustering the standard errors on company level and include year 

dummies to remove possible company and time effects.555 More specific 

methodological details associated with the different proxies are discussed 

with the empirical results. 

4.2 Measurement of Variables 

4.2.1 Test Variables: Audit Firm and Audit Partner Tenure 

The data used to calculate the tenure of the audit firm is hand-collected from 

the financial statements.556 Structural changes in the audit market due to mer-

gers and acquisitions lead to difficulties in clearly calculating the length of 

audit firm tenure. Following prior studies, audit firm changes due to audit 

firm mergers (and acquisitions) that occurred during the sample period are 

coded as a continuation of the prior audit firm.557 The tenure of the audit firm 

(FT) is therefore calculated as the number of consecutive audits that the client 

has retained the same audit firm.558,559 The effect of audit firm tenure may 

also be non-monotonically related with the propensity of issuing a GCO and 

the different earnings quality measures (the probability of issuing a restate-

                                                 

555  Cf. Petersen (2008), pp. 435 ff. 
556  The financial statements are retrieved using various sources (e.g. www.hv-info.de, 

www.morningstar.com or the company’s homepage). The earliest financial report 
could be traced back to the fiscal year 1995. 

557  Cf. Myers et al. (2003), p. 784; Chi/Huang (2005), footnote 8; Chen et al. (2008), 
p  421. 

558  In line with Chen et al. (2008), audit firm tenure is set to 1 for the first financial report 
of the company that can be found. Cf. ibid., p. 421, footnote 10. 

559  I use the number of consecutive audits instead of the number of years for the following 
reason. German law prescribes a mandatory rotation of the audit partner if having 
signed the audit report in 7 consecutive cases. This includes audit reports for shortened 
fiscal years. A mandatory audit partner rotation can therefore occur before the 7th year. 
To be consistent with the approach used to calculate the tenure of the audit partner, I 
calculate the tenure of the audit firm as the number of consecutive audits as well. 
Cf. Schmidt (2014), sec. 319a HGB, recital 33. 

http://www.hv-info.de/
http://www.morningstar.com/
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ment, the probability of meeting or just beating analysts’ forecasts, the mag-

nitude of discretionary accruals), i.e. the tenure effect may be more pro-

nounced in the initial and/or later periods of audit firm tenure.560 Hence, I 

define dummy variables for short and long audit firm tenure to capture a pos-

sible non-monotonic relationship. Consistent with prior studies, FTShort takes 

the value 1 if FT ≤ 3, and 0 otherwise.561 With regard to the definition of long 

audit firm tenure, prior studies use a variety of cut-off points ranging from 

FT ≥ 5 to FT ≥ 15.562 The definition of long audit firm tenure “remains arbi-

trary because no evidence has yet been documented as to why or how inde-

pendence is impaired”563 when audit firm tenure reaches a certain threshold. 

However, the European Commission has come to the conclusion that audit 

firm tenure exceeding 10 years is detrimental to audit quality and has imposed 

a 10 year (or shorter) term of audit firm rotation for all public interest enti-

ties ( 2.3.4).564 Accordingly FTLong takes the value 1 if FT ≥ 11, and 0 oth-

erwise. 

With regard to the tenure of the audit partner, the data to calculate audit part-

ner tenure is hand-collected as well from the audit report. It is common prac-

tice in Germany that the audit report is signed by the engagement as well as 

the review partner. The engagement partner sets the signature on the lower 

right side, whereas the review partner sets the signature on the lower left side 

of the audit report ( 2.3.1).565 Therefore, I calculate the engagement partner 

tenure (EPT) as the number of consecutive signatures of the audit partner that 

signs on the lower right side. Analogously, the review partner tenure (RPT) 

                                                 

560  Cf. Geiger/Raghunandan (2002a), pp. 74 f. 
561  Cf. Carcello/Nagy (2004), p. 60; Stanley/DeZoort (2007), p. 141. 
562  Cf. Johnson et al. (2002), p. 645; Carcello/Nagy (2004), p. 60; Stanley/De-

Zoort (2007), p. 141; Chen et al. (2008), p. 431; Davis et al. (2009), pp. 523 f.; 
Quick/Wiemann (2011), pp. 1115 f. 

563  Davis et al. (2009), p. 524. 
564  The period can be further extended for up to a maximum of ten years if a tender is 

undertaken, or up to a maximum of 14 years if a joint audit is adopted. Cf. European 
Commission (2014), art. 17. 

565  Since the order of the signatures is not legally prescribed, it cannot be ruled out with 
absolute certainty that the engagement partner sets the signature on the lower left side 
and the review partner on the lower right side. However, Gold et al. (2012) also use a 
German sample and conduct for their study a survey on this matter. The results clearly 
support that the right-hand side of the audit report is signed by the engagement partner 
and the left-hand side of the audit report is signed by the review partner. Cf. ibid., 
footnote 6. 
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is calculated as the number of consecutive signatures of the audit partner that 

signs on the lower left side. As at audit firm level, the relationship between 

audit partner tenure and audit quality might be non-monotonic. Thus, I define 

dummy variables for short and long engagement and review partner tenure. 

The dummy variables EPTShort/RPTShort take the value 1 if EPT/RPT ≤ 3, and 

0 otherwise. I choose this specific cut-off point based on the results of a sur-

vey conducted by Daugherty et al. (2012). Surveyed audit partners indicate 

that at least three years are needed to become familiar with the client.566 The 

dummy variables EPTLong/RPTLong that test a non-monotonic relationship of 

extended audit partner tenure take the value 1 if EPT/RPT ≥ 6, and 0 other-

wise. As a sensitivity, I use an alternative measure based on the number of 

consecutive audits that the same two audit partners have been re-

tained (Team).567 

4.2.2 Control Variables 

 Audit Firm-Specific Variables 

Audit Firm Size 

Based on the theory of DeAngelo, larger audit firms, measured as the number 

of clients, are argued to have incentives to provide higher audit quality since 

their total collateral is higher ( 2.2.2.2).568 Larger audit firms are therefore 

less willing to accept questionable accounting methods, which enhances earn-

ings quality. Furthermore, larger audit firms are more likely to report errors 

and irregularities, and are less likely to succumb to the client’s wishes.569 

                                                 

566  Cf. Daugherty et al. (2012), p. 111. 
567  Cf. Chen et al. (2008), p. 421. Chen et al. (2008) use two additional approaches to 

calculate audit partner tenure. The tenure of the audit partner with the longer client 
relationship and with the greater level of work experience. I do not use the two alter-
native approaches for the following reasons. Using the tenure of the audit partner with 
the longer client relationship would result in observations where audit partner tenure 
does not begin with 1. These observations need to be deleted which would reduce the 
already relatively small sample size. The tenure of the partner with the longer work 
experience has a technical and an interpretational drawback. First, multicollinearity 
issues might arise between the variable measuring audit partner tenure and audit part-
ner experience since both increase with each subsequent audit engagement. Second, 
the effect of audit partner tenure cannot be clearly separated from the possible effect 
of the audit partner experience. Cf. ibid., pp. 420 f. 

568  Cf. DeAngelo (1981b), pp. 187 ff. 
569  Cf. Becker et al. (1998), p. 8; Boone et al. (2010), p. 354. 
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Larger audit firms are therefore expected to provide higher audit quality. In 

line with prior research, the size of the audit firm is proxied by the Big4 vs. 

non-Big4 dichotomy.570 The variable Big4 is a dummy variable which takes 

the value 1 if the company is audited by a Big4 audit firm, and 0 otherwise. 

The variable Big4 is expected to be associated with a higher propensity of 

issuing a GCO, a lower probability of issuing a restatement, a lower proba-

bility of meeting or just beating analysts’ forecasts, and less extreme values 

of discretionary accruals. 

Audit Firm Industry Expertise 

Extensive investment in building up industry expertise, for example, by in-

vesting in audit technologies, industry-specific databases, checklists, physical 

facilities, personnel, and organizational control systems, might result in more 

comprehensive knowledge of a specific industry, including greater 

knowledge of industry-specific accounting practices. Since research indicates 

that the nature and incidence of financial statements errors vary by indus-

tries,571 industry experts are likely to be better able to identify and constrain 

aggressive accounting practices. They are also more likely to detect and report 

irregularities or misrepresentations in financial statements of clients in that 

industry.572 Therefore, industry experts are associated with higher earnings 

quality. The extensive investment in industry expertise also provides safe-

guards against potential threats to independence.573 Research indicates that 

industry experts are valued higher and receive higher audit fees than non-

experts.574 Reputational damage, such as litigation, can result in the (partial) 

loss of these industry-specific premium rental streams, or can result in the 

loss of current and future clients. This might countervail the incentives to 

succumb to client’s wishes ( 2.2.2.2). Furthermore, it is argued that industry 

experts are more likely to express a more conservative opinion, i.e. a GCO is 

                                                 

570  Cf. Craswell et al. (1995), pp. 297 ff.; Francis (2004), pp. 352 f. 
571  Cf. e.g. Maletta/Wright (1996), pp. 76 ff. 
572  Cf. Owhoso et al. (2002), pp. 884 ff.; Krishnan (2003), p. 2; Stanley/DeZoort (2007), 

pp. 135 f.; Reichelt/Wang (2010), p. 652; Zerni (2012), p. 317. 
573  Cf. Craswell et al. (1995), p. 300; Lim/Tan (2010), p. 928; Reichelt/Wang (2010), 

p. 653. 
574  Cf. Craswell et al. (1995), pp. 310 ff.; Zerni (2012), pp. 312 ff. 
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expressed based on a lower probability of the client’s business failure, as a 

protection against legal liabilities.575 These arguments suggest that audit firms 

with higher levels of industry expertise are expected to provide higher audit 

quality. In line with Krishnan (2003), audit firm expertise is measured as the 

audit firm’s proportion of audited total assets in a specific industry to audited 

total assets in the audit firm’s portfolio.576 The variable IndExp is expected to 

be associated with a higher propensity of issuing a GCO, a lower probability 

of issuing a restatement, a lower probability of meeting or just beating ana-

lysts’ forecasts and less extreme values of discretionary accruals. 

Office Size 

More recent literature shifts the unit of analysis towards the level of local 

practice offices since audit firms have decentralized organizational structures. 

It is argued that expertise and knowledge are built up locally at the office and 

are therefore not only audit firm-specific but also office-specific.577 Larger 

audit offices with a greater client base are assumed to have more audit en-

gagement hours, which provides more opportunities to acquire more experi-

ence and expertise. Larger audit offices are also assumed to have more in-

house personnel, i.e. greater in-house networking and consultation opportu-

nities, which allows audit partners to consult with more peers.578 These fac-

tors are expected to have positive effects on audit quality. Furthermore, it is 

argued that local offices behave like semi-autonomous units in terms of audit 

decisions, client base, revenue sources, and other factors.579 The theory of 

DeAngelo can therefore be applied on office level as well, which means that 

                                                 

575  Cf. Reichelt/Wang (2010), pp. 653 f. The issuance of a GCO is regarded as a mecha-
nism for protection against reputational damages. Cf. Mutchler (1984), pp. 23 f.; Car-
cello/Palmrose (1994), p. 17. 

576  Cf. Krishnan (2003), pp. 3 f. The industry expertise is based on the sample of 2,761 
observations. The number of observations is deducted rom the initial sample size of 
2,808 observations less observations with joint audits and with shortened fiscal years 
( 4.3) 

577  Cf. Ferguson et al. (2003), p. 425.  
578  Cf. Francis/Yu (2009), p. 1523. The second argument only holds if audit partners are 

more likely to consult peers within the same office rather than consulting peers from 
other offices. Danos et al. (1989) provide evidence for this notion. Cf. ibid., pp. 101 ff. 

579  Cf. Francis/Yu (2009), p. 1523; Choi et al. (2010), p. 76. 
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larger offices are less likely to be economically dependent on a specific cli-

ent.580 Larger audit offices are therefore expected to provide higher audit 

quality. The audit office size is approximated by aggregating the total assets 

that are audited each year by the respective office.581,582 The variable Office 

is expected to be associated with a higher propensity of issuing a GCO, a 

lower probability of issuing restatements, a lower probability of meeting or 

just beating analysts’ forecasts, and less extreme values of discretionary ac-

cruals.583  

 Audit Partner-Specific Variables 

Level of Work Experience584 

Audit partners with higher levels of work experience develop greater persua-

sion knowledge and audit task expertise, which might positively influence the 

audit process ( 2.2.2.1). Furthermore, experimental research indicates that 

audit partners with higher levels of work experience have superior audit judg-

ment capabilities.585 Audit partners with higher levels of work experience are 

therefore expected to provide higher audit quality. The level of work experi-

ence is calculated as the number of years since the engagement and review 

partner’s CPA appointment when having signed the audit report.586 The vari-

ables EPExp and RPExp are expected to be associated with a higher propensity 

                                                 

580  Cf. Choi et al. (2010), pp. 76 f. 
581  Francis/Yu (2009) use the natural log of the audit office’s total audit fees for each year. 

Choi et al. (2010) further approximate office size by the deflated number of clients 
minus 1. I do not use the measure based on audit fees since the percentage of audit fees 
available in the Thomson Reuters Worldscope Database is relatively small. Further-
more, I do not approximate the office size by the number of clients. Although Choi et 
al. (2010) deflate the measure by the largest value in the distribution which renders the 
variable into a unit-free form, this approach assumes that all clients are equally big. 
For these reasons, I use the log value of the audited total assets. Cf. Francis/Yu (2009), 
p. 1528; Choi et al. (2010), p. 80. 

582  The audit office size is based on the sample of 2,761 observations. Due to the skewness 
in the distribution, I use the natural log of audited total assets. 

583  I do not proxy industry expertise on office level due to the relatively small sample size 
per year (approximately 400 observations) and the relatively high number of unique 
audit offices (approximately 150 different offices). 

584  I do not proxy the level of industry expertise at audit partner level since the average 
audit partner has in the sample on average 1.4838 clients (median: 1.0000 clients). 

585  Cf. Friestad/Wright (1994), pp. 4 f.; Shelton (1999), pp. 222 ff.; Kaplan et al. (2008), 
pp. 67 ff.  

586  The dates of the appointments are accessible via http://www.wpk.de/such-
dienst/OBRWPVerzFormularEinfach.asp (Last accessed: February 28th, 2015). 

http://www.wpk.de/suchdienst/OBRWPVerzFormularEinfach.asp
http://www.wpk.de/suchdienst/OBRWPVerzFormularEinfach.asp
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of issuing a GCO, a lower probability of issuing a restatement, a lower prob-

ability of meeting or just beating analysts’ forecasts and less extreme values 

of discretionary accruals. 

Innate Abilities 

The innate abilities of audit partners, such as recognizing relationships, inter-

preting data or analytical reasoning, are one of the factors that determine the 

level of competence ( 2.2.2.1).587 Research documents higher performance 

in auditing tasks for audit partners with higher levels of innate abilities.588 

Audit quality is therefore assumed to increase with the innate abilities of audit 

partners. In line with Ernstberger et al. (2013), the innate ability is proxied 

by determining whether an audit partner carries an academic title.589 The var-

iables EPAbility and RPAbility take the value 1 if the audit partner carries an aca-

demic title, and 0 otherwise. The variables EPAbility and RPAbility are expected 

to be associated with a higher propensity of issuing a GCO, a lower probabil-

ity of issuing a restatement, a lower probability of meeting or just beating 

analysts’ forecasts, and less extreme values of discretionary accruals.590 

Gender 

Psychological literature indicates that females are generally more risk-averse, 

show less overconfidence and display higher levels of moral development 

than males.591 Lower earnings quality is associated with higher risks for a 

company, including its directors and auditors.592 Audit partners face higher 

                                                 

587  Cf. Bonner/Lewis (1990), pp. 2 ff.; Libby (1995), pp. 194 ff. 
588  Cf. Bonner/Lewis (1990), pp. 1 ff.; Bierstaker/Wright (2001), pp. 49 ff. 
589  Cf. Ernstberger et al. (2013), p. 16. Ernstberger et al. (2013) argue that an academic 

title proxies the innate abilities of audit partners for two reasons. First, enrolling in a 
Ph.D. is viewed as a pathway to better career opportunities in Germany. And, second, 
a Ph.D. serves as a signal in the egalitarian structure among universities in Germany. 
The selection of a university is viewed as a less valuable signal and a Ph.D. degree 
therefore serves as a more valuable signal of one’s ability. Cf. ibid., pp. 16 f. 

590  However, carrying an academic title might not only reflect the innate abilities of audit 
partners but might also reflect higher bargaining power of such audit partners. Audit 
partners with an academic title might provide higher audit quality due to having a 
higher standing in the eyes of clients and therefore being better able to defend their 
views on questionable accounting practices. 

591  Cf. Dohmen et al. (2011), pp. 522 ff.; Lundeberg et al. (1994), pp. 114 ff.; Bernardi/Ar-
nold (1997), pp. 653 ff.; Schubert (2006), pp. 706 ff. 

592  Cf. Srindhi et al. (2011), p. 1; Myers et al. (2003), p. 614. 
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litigation risks when earnings quality is low.593 Therefore female audit part-

ners might act more decisively in improving audit quality due to gender in-

herent characteristics.594 Furthermore, it is argued that female audit partners 

are more aligned with quality-oriented aspects of the audit profession, while 

male audit partners are more concerned with the revenue-orientated aspect. 

This suggests that female audit partners are less concerned about losing a cli-

ent and are therefore less susceptible to succumb to clients’ wishes.595 Alt-

hough these arguments point to femal audit partners having positive effects 

on audit quality, no prediction is made on the direction due to the lack of 

comprehensive evidence. The gender variable is coded as a dummy variable 

with Gender taking the value 1 if the engagement and/or review partner are 

female, and 0 otherwise.596  

 Client-Specific Variables 

I further include various variables that control for client-specific characteris-

tics that have been shown to have an effect on the propensity of issuing a 

GCO and on earnings quality. Broadly these variables address the financial 

performance of the client, the sophistication of the financial-reporting system, 

incentives of management, and governance characteristics.597 Since client-

specific cross-sectional determinants of the various proxies differ somewhat 

for each proxy, they are presented with the empirical results of the respective 

proxy. 

4.3 Sample Selection 

The sample to test the hypotheses consists of all capital market-oriented non-

financial German companies with IFRS consolidated financial statements that 

were listed in the regulated market (CDAX) of the Frankfurt Stock Exchange 

                                                 

593  Cf. Heninger (2001), pp. 117 ff. 
594  Cf. Srindhi et al. (2011), p. 1614. 
595  Cf. Hardies et al. (2014), pp. 4 f. 
596  I do not code the gender of the engagement and review partner separately since the 

percentage of female audit partners is extremely low. In the preliminary sample about 
14% (226 out of 1,615 observations) of the engagement partners are female, whereas 
only about 5% (78 out of 1,615 observations) of the review partners are female. 

597  Cf. Johnson et al. (2002), p. 647; Carson et al. (2013), p. 357. 
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between the years 2005 and 2011.598 The initial sample contains 2,808 obser-

vations.599 I delete observations with joint audits (14 observations), with 

shortened fiscal years (33 observations) and where the name of neither the 

engagement nor review partner is identifiable (48 observations and 124 ob-

servations, respectively). I exclude observations where the engagement part-

ner becomes the review partner and/or the review partner becomes the en-

gagement partner in the following audit engagement (427 observations) since 

these audit partners are less likely to suffer from client-specific knowledge 

loss associated with initial audit engagements.600 I further delete observations 

where the engagement and/or review partner rotates back within two years 

(29 observations).601 These observations are deleted for two reasons. First, 

these audit partners are less likely to suffer from client-specific knowledge 

loss as well. And second, the German legislation has implemented a cooling-

off period of 2 years for audit partners that have mandatorily rotated-off. A 

period of less than 2 years is therefore assumed not be an effective safeguard 

to possible threats to the audit partner’s independence.602 I exclude observa-

tions where the tenure of the engagement or the review partner tenure exceeds 

7 consecutive audits (50 observations603) and observations with missing val-

ues of the audit firm- and audit partner-specific control variables (258 obser-

vations). Lastly, I delete observations for the fiscal year 2005 since various 

variables are scaled by prior years’ total assets (210 observations). The pre-

liminary sample consists of 1,615 observations with 437 unique companies. 

Table 4 summarizes the selection process. 

                                                 

598  The sample period begins with the fiscal year 2005 to generate a homogeneous data-
base. Capital market-oriented companies with fiscal years beginning on or after Janu-
ary 1st, 2005 were mandated to draw up their consolidated financial statements in ac-
cordance with the IFRS ( 2.3.1). 

599  The financial information was retrieved using the Thomson Reuters Worldscope Da-
tabase. 

600  Cf. Chi et al. (2009), p. 365. I remove the complete tenure of the partner with the 
specific client from the observation pool, i.e. not only the observation where the switch 
occurs is removed but the complete line of observations with that specific audit partner. 

601  This also includes observations where the engagement partner becomes the review 
partner and vice versa. Again, the complete line of observations are excluded. 

602  Cf. sec. 319a I No. 4 HGB; IESBA (2006), p. 1. 
603  Audit partner tenure can exceed 7 consecutive audits since the mandatory audit partner 

rotation rule only becomes effective as soon as the entity is classified as a public inter-
est entity. 
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Table 4 

Preliminary Sample Selection 

 Obs. 

Non-financial Companies with IFRS Consolidated Financial State-
ments between the Years 2005 and 2011 2,808 

Less:   Observations with Joint Audits (14) 

Less:   Observations with Shortened Fiscal Years (33) 

Less:   Engagement Partner not identifiable (48) 

Less:   Review Partner not identifiable (124) 

Less:   Engagement Partner Becomes Review Partner and/or Review 
Partner Becomes Engagement Partner in the Following Audit 

(427) 

Less:   Engagement Partner and/or Review Partner Rotates 
Back Within Two Audits 

(29) 

Less:   Engagement Partner Tenure and/or Review Partner Tenure  
Exceeds 7 Consecutive Audits 

(50) 

Less:   Missing Data for Further Auditor-Specific Variables (258) 

Less:   Observations of the Fiscal Year 2005 (210) 

Preliminary Sample 1,615 

 

From the preliminary sample, I derive four subsamples used in this study for 

the four types of analysis: going-concern analysis, restatement analysis, meet-

ing or just beating analysts’ forecasts analysis and discretionary accruals anal-

ysis (see Table 5). Following prior literature, the control sample for the going-

concern analysis is restricted to clients in financial distress since a GCO is 

usually not issued to a client that is not financially distressed and subsequently 

fails ( 3.1.1.1.2).604 I use two different approaches to define financial dis-

tress which results in two different control samples, i.e. Control Sample A and 

Control Sample B ( 5.1.1). After deducting observations with missing val-

ues of control variables, observations with a GCO and observations that are 

not classified as being in financial distress, Control Sample A consists of 241 

observations and Control Sample B consists of 115 observations. This proce-

dure yields two different samples for the going-concern analysis: (1) Dis-

tressed Sample A that consists of Control Sample A and clients that receive a 

GCO, and (2) Distressed Sample B that consists of Control Sample B and 

clients that receive a GCO. The Distressed Sample A has 277 observations 

                                                 

604  Cf. Ratzinger-Sakel (2013), pp. 137 f. 
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and the Distressed Sample B has 151 observations. Table 5 summarizes the 

subsample selection process. The restatement analysis subsample has 1,463 

observations, after deleting observations with missing values of control vari-

ables (152 observations). The meeting or just beating analysts’ forecasts anal-

ysis subsample has 1,125 observations, after deducting observations with 

missing values of control variables (490 observations). The subsample of the 

discretionary accruals analysis has 1,270 observations, after deleting missing 

values of control variables (345 observations). With regard to the distribution 

of the subsamples by industry (Table 6: Panel A) and by fiscal year (Table 

6: Panel B), most of the companies in the different subsamples belong to the 

industries durable manufacturers, services and computers. The observations 

per year are approximately evenly distributed in the restatement, meeting or 

just beating analysts’ forecasts and discretionary accruals analysis subsam-

ples. In the going-concern analysis subsample there is a concentration of fi-

nancially distressed clients in the fiscal year 2010 for the Distressed Sample A 

(23.47%) and in the fiscal year 2008 for the Distressed Sample B (23.18%). 

The distribution in the Distressed Sample A is at first glance somewhat sur-

prising because a concentration of financially distressed companies is ex-

pected for the fiscal years 2008 and/or 2009 due to the effects of the financial 

crisis of 2008. However, the classification scheme used to identify financially 

distressed companies for Distressed Sample A uses the criteria negative EBIT 

in the prior year and net loss in the prior year ( 5.1.1), which is most likely 

to have caused the concentration of financially distressed observations in the 

fiscal year 2010 for Distressed Sample A. 

Table 5 

Subsample Selection 

Panel A: Analysis of Going-Concern Opinion  

Preliminary Sample 1,615 
Less:   Observations with Missing Values of Client-Specific Variables (188) 
Less:   Observations with a GCO (36) 
Less:   Non-financially Distressed Observations A (1,150) 

Control Sample A in the Analysis of Going-Concern Opinion 241 
Add:   Observations with a GCO 36 

Final Sample in the Analysis of Going-Concern Opinion: 
Distressed Sample A 277 
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Preliminary Sample  1,615 
Less:   Observations with Missing Values of Client-Specific Variables (188) 
Less:   Observations with a GCO (36) 
Less:   Non-financially Distressed Observations B (1,276) 

Control Sample B in the Analysis of Going-Concern Opinion 115 
Add:   Observations with a GCO 36 

Final Sample in the Analysis of Going-Concern Opinion: 
Distressed Sample B 151 

Panel B: Analysis of Restatements  

Preliminary Sample 1,615 
Less:   Observations with Missing Values of Client-Specific Variables (152) 

Final Sample in the Analysis of Restatements 1,463 

Panel C: Analysis of Meeting or Just Beating Analysts’ Forecasts  

Preliminary Sample 1,615 
Less:   Observations with Missing Values of Client-Specific Variables (490) 

Final Sample in the Analysis of Analysts’ Forecasts 1,125 

Panel D: Analysis of Discretionary Accruals  

Preliminary Sample 1,615 
Less:   Observations with Missing Values of Client-Specific Variables (345) 

Final Sample in the Analysis of Discretionary Accruals 1,270 
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Table 6 

Distribution of Subsamples 

Panel A: Subsample Distribution by Industry 

  Going-Concern 
Analysis 

Subsample 

Restatement 
Analysis 

Subsample 

Meeting or  
Just Beating  

Analysts’ Forecasts  
Subsample 

Discretionary  
Accruals Analysis 

Subsample 

  Distressed Sample A Distressed Sample B    

Industry SIC Codes Obs. % Obs. % Obs. % Obs. % Obs. % 
Agriculture 0100-0999 - - - - 14 0.96 14 1.24 13 1.02 
Mining and Construction 1000-1999, less 1300-1399 3 1.08 2 1.32 38 2.60 31 2.76 33 2.60 
Food 2000-2111 10 3.61 3 1.99 24 1.64 6 0.53 19 1.50 
Textiles and Printing/Publishing 2200-2799 11 3.97 6 3.97 89 6.08 54 4.80 81 6.38 
Chemicals 2800-2824, 2840-2899 10 3.61 9 5.96 62 4.24 56 4.98 52 4.09 
Pharmaceuticals 2830-2836 16 5.78 12 7.95 37 2.53 32 2.84 35 2.76 
Extractive 1300-1399, 2900-2999 - - - - 5 0.34 5 0.44 4 0.31 
Durable Manufacturers 3000-3999, less 3570-3579 

and 3670-3679 70 25.27 33 21.85 452 30.90 358 31.82 402 31.65 

Transportation 4000-4899 26 9.39 5 3.31 93 6.36 78 6.93 79 6.22 
Utilities 4900-4999 6 2.17 8 5.30 56 3.53 38 3.38 48 3.78 
Retail 5000-5999 10 3.61 5 3.31 113 7.72 85 7.56 94 7.40 
Services 7000-8999, less 7370-7379 59 21.30 33 21.85 205 14.01 140 12.44 181 14.25 
Computers 3570-3579, 3670-3679, 

7370-7379 56 20.22 35 23.18 275 18.80 228 20.27 229 18.03 

Total  277 100.00 151 100.00 1,463 100.00 1,125 100.00 1,270 100.00 
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Table 6 continued 

Panel B: Subsample Distribution by Year 

  Going-Concern 
Analysis 

Subsample 

Restatement 
Analysis 

Subsample 

Meeting or  
Just Beating  

Analysts’ Forecasts  
Subsample 

Discretionary  
Accruals Analysis 

Subsample 

Year 
 Distressed Sample A Distressed Sample B    

 Obs. % Obs. % Obs. % Obs. % Obs. % 
2006  52 18.77 26 17.22 221 15.11 167 14.84 174 13.70 
2007  43 15.52 29 19.21 253 17.29 196 17.42 216 17.01 
2008  40 14.44 35 23.18 249 17.02 180 16.00 212 16.69 
2009  45 16.25 22 14.57 246 16.81 196 17.42 228 17.95 
2010  65 23.47 17 11.26 244 16.68 193 17.16 217 17.09 
2011  35 11.55 22 14.57 250 17.09 193 17.16 223 17.56 
Total  277 100.00 151 100.00 1,463 100.00 1,125 100.00 1,270 100.00 
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5 Empirical Results 

This chapter reports the empirical results for the different proxies used to infer 

audit quality: the auditor’s propensity of issuing a going-concern opinion, the 

probability of issuing a restatement, the probability of meeting or just beating 

analysts’ forecasts and the magnitude of discretionary accruals. The presen-

tation of the results begins with a description of the specific method and the 

model specifications. Following the descriptive statistics and univariate re-

sults, the results of the multivariate analysis are presented. The multivariate 

results are reported separately for the hypothesis testing the effect of audit 

firm tenure on audit quality (Hypothesis H1), for the hypotheses testing the 

effect of engagement and review partner tenure on audit quality (Hypothe-

ses H2a and H2b), and for the hypothesis testing the effect of audit firm tenure 

on audit quality after controlling for engagement and review partner tenure 

(Hypothesis H3). The analysis of each proxy concludes with a brief summary 

of the results. 

5.1 Analysis I: Going-Concern Opinion 

5.1.1 Method and Model Specification 

The first proxy is the auditor’s propensity of issuing a GCO.605 Consistent 

with prior studies, I restrict the analysis to clients that are classified as being 

in financial distress,606 for which the auditor’s decision is assumed to be more 

salient when considering to issue a GCO ( 3.1.1.1.2).607 I also restrict the 

sample to clients that receive a GCO for the first time since issuing a GCO in 

subsequent years is associated with a lower risk of being dismissed by the 

client. Furthermore, the perceived risk of losing a disgruntled client is not 

constituted in the decision model.608  

                                                 

605  The incidences of first-time GCOs are hand-collected by reading the audit reports. 
Only material that addresses doubts about the client’s future ability to continue as a 
going-concern are considered as a GCO. 

606  Cf. e.g. Reichelt/Wang (2010), pp. 654 f.; Ratzinger-Sakel (2013), pp. 137 f. 
607  Cf. McKeown et al. (1991), p. 3; Reynolds/Francis (2000), p. 390; Gei-

ger/Rama (2006), p. 5. 
608  Cf. Blay/Geiger (2013), p. 585; Ratzinger-Sakel (2013), p. 137. 



 118 

In line with Ratzinger-Sakel (2013), I use two different approaches to capture 

financial distress. The first approach to identify financial distress uses criteria 

drawn from a survey of German public audit partners.609 In this survey, Ger-

man audit partners were asked to rate the relevance of various indicators when 

assessing the appropriateness of the going-concern assumption.610 Accord-

ingly, the control sample of Distressed Sample A contains only clients that 

exhibit at least two of the following criteria:611 (1) negative equity, (2) nega-

tive operating cash flow, (3) negative working capital, (4) negative EBIT in 

the prior year, and (5) net loss in the prior year.612 I also use a more strict 

classification scheme to capture more severe financial distress. In the second 

approach, the control sample of Distressed Sample B contains only clients 

that report negative income and negative operating cash flows.613 To test Hy-

potheses H1 to H3, the following basic logistic regressions are estimated:614 

GCO = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size  

+ β7OCF + β8Lev + β9pBank + β10MB + β11AC + β12Lag  

+ β13Busy + βjYear + ε 

(14) 

GCO = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility  

+ β6RPAbility + β7Gender + β8Big4 + β9IndExp + β10Office  

+ β11Age + β12Size + β13OCF + β14Lev + β15pBank + β16MB  

+ β17AC + β18Lag + β19Busy + βjYear + ε 

(15) 

                                                 

609  Cf. Ratzinger-Sakel (2013), pp. 137 f. 
610  Cf. Adam (2007), pp. 199 ff. 
611  Unlike Ratzinger-Sakel (2013), at least two of the criteria must be met in order to be 

classified as being in financial distress. This further reduces the risk that clients with 
only minimal indicators of financial distress are captured in the control sample, which 
could lead to spurious results ( 3.1.1.1.2). Cf. also Frey (2014), pp. 108 f. 

612  Cf. Ratzinger-Sakel (2013), pp. 137 f. 
613  Cf. Blay/Geiger (2013), footnote 3; Ratzinger-Sakel (2013), pp. 137 f. 
614  Firm and year subscripts are omitted for brevity. 
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GCO = β0 + β1FT + β2EPT + β3RPT + β4EPExp + β5RPExp + β6EPAbility  

+ β7RPAbility + β8Gender + β9Big4 + β10IndExp + β11Office  

+ β12Age + β13Size + β14OCF + β15Lev + β16pBank + β17MB  

+ β18AC + β19Lag + β20Busy + βjYear + ε 

(16) 

where: 

GCO = Dummy variable coded 1 if the client receives a first-time 
GCO, and 0 otherwise; 

FT = Number of consecutive audits that the client has retained 
the same audit firm; 

EPT = Number of consecutive audits that the client has retained 
the same engagement partner; 

RPT = Number of consecutive audits that the client has retained 
the same review partner; 

EPExp = Work experience of the engagement partner calculated as 
the number of years since the engagement partner’s CPA 
appointment when having signed the audit report; 

RPExp = Work experience of the review partner calculated as the 
number of years since the review partner’s CPA appoint-
ment when having signed the audit report; 

EPAbility = Dummy variable coded 1 if the engagement partner has 
attained an academic title, and 0 otherwise; 

RPAbility = Dummy variable coded 1 if the review partner has at-
tained an academic title, and 0 otherwise; 

Gender = Dummy variable coded 1 if the engagement and/or re-
view partner are female, and 0 otherwise; 

Big4 = Dummy variable coded 1 if the client is audited by a Big4 
audit firm, and 0 otherwise; 

IndExp = Level of industry expertise of the audit firm measured as 
the audit firm’s portfolio share of audited total assets in a 
specific industry relative to audited total assets from all 
served industries; 

Office = Size of the city-based engagement office within an audit 
firm calculated as the natural logarithm of the total assets 
that are audited by that office in a specific fiscal year; 

Age = Natural logarithm of the number of years since the client 
was founded; 

Size = Size of the client approximated as the natural logarithm 
of year-end value of total assets in T€; 

OCF = Operating cash flow divided by the value of total assets; 
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Lev = Leverage of the client, defined as the value of total debts 
divided by the value of total assets; 

pBank = Zmijewski’s (1984) financial condition score;615 
MB = Ratio of the client’s market value to its book value of eq-

uity; 
AC = Dummy variable coded 1 if an audit committee exists, 

and 0 otherwise; 
Lag = Natural logarithm of the number of days from the client’s 

fiscal year end to the day that the audit report is signed; 
Busy = Dummy variable coded 1 if the client’s fiscal year ends 

in December, and 0 otherwise; 
Year = Dummy variables representing the fiscal years 2006, 

2007, 2008, 2009 and 2010, respectively; and 
ε = Error term.  

The dependent variable GCO is a dummy variable that takes the value 1 if the 

client receives a first-time GCO, and 0 otherwise. The test variable for Hy-

pothesis H1 is FT and measures the length of the audit firm tenure. The test 

variables for Hypotheses H2a and H2b are EPT and RPT, respectively and 

indicate the length of the engagement and review partner tenure. The primary 

test variable for Hypothesis H3 is FT after controlling for the effects of EPT 

and RPT.  

I include various client-specific variables that might influence the auditor’s 

propensity of issuing a GCO. The age and size of the client are assumed to be 

inversely related to the propensity of issuing a GCO. Larger clients have more 

resources to stave off bankruptcy and more negotiation power with creditors 

in the event of financial distress, while older clients have shown their ability 

to survive.616 Both variables are therefore expected to be negatively correlated 

with the dependent variable GCO. To control for liquidity problems, the level 

of the client’s operating cash flow is included. Poor operating cash flows are 

often associated with a higher probability of client failure. However, higher 

                                                 

615  The Zmijewski-score is calculated as follows: pBank = -4.336 - 4.513*(net income/to-
tal assets) + 5.679*(total debt/total assets) + 0.004*(current assets/current liabilities). 
Cf. Zmijewski (1984), p. 69. 

616  Cf. Reynolds/Francis (2000), p. 392; DeFond et al. (2002), p. 1257; 
Knechel/Vanstraelen (2007), p. 119; Francis/Yu (2009), p. 1330. 
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levels of operating cash flows might also indicate liquidity-enhancing trans-

actions to avert potential bankruptcy (e.g. factoring receivables).617 There-

fore, no prediction is made on the direction of the variable OCF. Clients with 

higher leverage and higher bankruptcy scores are more likely to receive a 

GCO. The variables Lev and pBank are therefore expected to be positively 

correlated with the propensity of issuing a GCO.618 Since riskier clients with 

high levels of growth are more likely to fail, I include the market-to-book 

ratio as an indicator for growth. The correlation with the propensity of issuing 

a GCO is expected to be positive.619 The existence of an audit committee620 

can facilitate the process of issuing a GCO. Hence, the variable AC is ex-

pected to be positively correlated with the dependent variable GCO.621 Prior 

research indicates that issuing audit reports containing a GCO tend to have 

larger reporting lags.622 Larger reporting lags might be due to ongoing dis-

cussions between clients and auditors about the “appropriateness” of the 

GCO.623 The variable Lag is therefore expected to be positively correlated 

with the propensity of issuing a GCO. To control for possible effects of 

heightened workload pressure during the “busy season”, I include the variable 

Busy. Since it is not clear which effect workload pressure has on the propen-

sity of issuing a GCO, no direction is predicted.624 

                                                 

617  Cf. Butler et al. (2004), p. 141. 
618  Cf. Raghunandan/Rama (1995), pp. 56 ff.; DeFond et al. (2002), p. 1257; Carson et 

al. (2013), p. 358. 
619  Cf. Francis/Yu (2009), p. 1530. 
620  In Germany, the implementation of an audit committee is not mandatorily prescribed 

for all companies. Only listed companies according to sec. 264d HGB who do not have 
at least one member in the supervisory board with expertise in the areas of accounting 
and auditing have to establish an audit committee. Cf. sec. 324 I 1 HGB in conjunction 
with sec. 100 V AktG. 

621  Cf. Ratzinger-Sakel (2013), p. 141. 
622  Cf. Geiger/Rama (2003), p. 59. 
623  Since the audit report is a joint statement of the auditor and the client, extensive dis-

cussions might arise. The client might seek to avoid receiving a GCO in order to avoid 
possible negative consequences that are associated with a GCO (e.g. more difficulties 
in receiving loans). The auditor, however, might be inclined to issue a GCO in order 
to protect himself from possible reputational damages or litigation ( 3.1.1.1.1). 

624  Cf. López/Peters (2012), p. 158. 
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5.1.2 Descriptive Statistics 

Table 7 presents an overview of the descriptive statistics for Distressed Sam-

ple A (B).625 About 13.00% (23.84%) of the sample observations (36 obser-

vations) have a first-time GCO. The mean of audit firm tenure is 5.0578 

(4.8609), whereas the mean of engagement and review partner tenure are 

2.4946 (2.7550) and 2.5921 (2.5828), respectively.626 The percentage of en-

gagement and review partner that are subject to a mandatory rotation is ex-

tremely low (approximately 2%). There are only 7 (6) cases where the en-

gagement partner and 7 (2) cases where the review partner rotate-off manda-

torily. The mean of engagement and review partner’s work experience are 

7.3566 years (6.9534 years) and 14.5790 years (13.8855 years), respectively. 

About 8.30% (7.95%) of the engagement partners carry an academic title. The 

percentage of review partners with an academic title is considerably higher 

and amounts to 17.33% (23.18%). In about 21.66% (21.19%) of the audit 

engagements, the engagement and/or review partner are female. About 

66.43% (59.60%) of the sample observations are audited by a Big4 audit firm. 

The average portfolio share of clients from a specific industry for an audit 

firm amounts to 25.19% (27.33%) of audited total assets from all served in-

dustries. The average size of an audit office proxied by the audited total assets 

is 34,449,544 T€ (26,016,765 T€). Given that the average value of total assets 

for a client equals to 1,525,399 T€ (1,025,788 T€), this means that an audit 

office has a total of about 23 clients (25 clients).627 With regard to the descrip-

tive statistics of the various client-specific characteristics, the average client 

is 35.6895 years (30.1589 years) old, has an operating cash flow of -0.52% 

(-11.23%) of total assets, a leverage of 23.80% (24.97%), a bankruptcy score 

                                                 

625  All continuous variables are winsorized at the 1st and 99th percentile to control for out-
liers. 

626  The mean values of the variables FT, EPT and RPT do not indicate how long the audit 
firm-, engagement partner-, and review partner-client tenure actually lasts since a sin-
gle audit firm-, engagement partner-, and review partner-pair may appear multiple 
times in the data set. Cf. Chen et al. (2008), p. 423. 

627  The average number of total clients for an audit office is likely to be distorted by Big4 
audit firms having generally larger clients. In Model A (B), the average value of total 
assets audited by a Big4 audit firm amounts to 2,140,914 T€ (1,532,274 T€), whereas 
the average value of total assets audited by a non-Big4 audit firm amounts to only 
307,605 T€ (278,515 T€). 
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of -2.4273 (-1.7381), a market-to-book ratio of 188.56% (213.26%), and a 

reporting lag of 94.9892 days (102.0331 days). About 41.16% (37.09%) of 

the sample observations have an audit committee and about 83.03% (84.77%) 

have the fiscal year-end in December.628 

                                                 

628  Please note that the reported values of the variables Office, Age, Size and Lag do not 
correspond to the values reported in Table 7 since these variables are logarithmized.   
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Table 7 

Descriptive Statistics of GCO Analysis 

  Distressed Sample A  Distressed Sample B 

Variables  Mean Std.Dev. Min. Q1 Median Q3 Max.  Mean Std.Dev. Min. Q1 Median Q3 Max. 
GCO  0.1300 0.3369 0.0000 0.0000 0.0000 0.0000 1.0000  0.2384 0.4275 0.0000 0.0000 0.0000 0.0000 1.0000 
FT  5.0578 3.3896 1.0000 2.0000 4.0000 8.0000 16.0000  4.8609 3.1071 1.0000 2.0000 4.0000 7.0000 12.0000 
EPT  2.4946 1.6053 1.0000 1.0000 2.0000 3.0000 7.0000  2.7550 1.7242 1.0000 1.0000 2.0000 4.0000 7.0000 
RPT  2.5921 1.5822 1.0000 1.0000 2.0000 3.0000 7.0000  2.5828 1.5507 1.0000 1.0000 2.0000 4.0000 7.0000 
EPExp  7.3566 4.7691 0.1648 3.9808 6.2802 9.7115 23.2088  6.9534 4.0795 0.1648 3.9890 6.4368 9.6291 20.9835 
RPExp  14.5790 6.3406 3.1813 9.9368 13.7418 19.1538 30.1731  13.8855 5.6845 3.5055 9.9176 12.9588 17.9286 30.1731 
EPAbility  0.0830 0.2764 0.0000 0.0000 0.0000 0.0000 1.0000  0.0795 0.2714 0.0000 0.0000 0.0000 0.0000 1.0000 
RPAbility  0.1733 0.3792 0.0000 0.0000 0.0000 0.0000 1.0000  0.2318 0.4234 0.0000 0.0000 0.0000 0.0000 1.0000 
Gender  0.2166 0.4127 0.0000 0.0000 0.0000 0.0000 1.0000  0.2119 0.4100 0.0000 0.0000 0.0000 0.0000 1.0000 
Big4  0.6643 0.4731 0.0000 0.0000 1.0000 1.0000 1.0000  0.5960 0.4923 0.0000 0.0000 1.0000 1.0000 1.0000 
IndExp  0.2519 0.3245 0.0011 0.0136 0.0738 0.3701 1.0000  0.2733 0.3436 0.0011 0.0136 0.0859 0.3788 1.0000 
Office  14.6163 2.9862 8.7877 12.2657 14.9511 16.7995 19.3491  14.0235 2.9125 8.7877 11.5923 13.9496 15.9552 19.3491 
Age  2.9663 1.0688 0.0000 2.3026 2.7081 3.4340 5.2364  2.8190 1.0466 0.0000 2.3026 2.6391 3.3322 5.2364 
Size  11.6105 1.9067 8.1113 10.3045 11.3176 12.5269 18.4310  11.1813 1.7504 8.1113 10.0281 11.1166 12.1085 18.4310 
OCF  -0.0052 0.1493 -0.5424 -0.0496 0.0061 0.0869 0.4323  -0.1123 0.1342 -0.5424 -0.1800 -0.0684 -0.0271 0.1785 
Lev  0.2380 0.2318 0.0000 0.0561 0.1743 0.3461 0.9881  0.2497 0.2508 0.0000 0.0564 0.1747 0.3605 0.9881 
pBank2  -2.4273 1.8868 -5.4048 -3.7217 -2.7743 -1.5748 4.1701  -1.7381 2.0018 -4.2717 -3.2296 -2.2489 -0.8883 4.1701 
MB  1.8856 2.6775 -3.4676 0.7557 1.2778 2.3892 14.6789  2.1326 3.1105 -3.4676 0.6839 1.2629 2.8452 14.6789 
AudCom  0.4116 0.4930 0.0000 0.0000 0.0000 1.0000 1.0000  0.3709 0.4846 0.0000 0.0000 0.0000 1.0000 1.0000 
Lag  4.4583 0.4110 3.4012 4.2047 4.4067 4.7185 5.8579  4.5347 0.4143 3.4012 4.3041 4.4659 4.7707 5.8579 
Busy  0.8303 0.3760 0.0000 1.0000 1.0000 1.0000 1.0000  0.8477 0.3605 0.0000 1.0000 1.0000 1.0000 1.0000 
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5.1.3 Univariate Analysis 

In this section, I present univariate results with regard to the test variables, 

i.e. audit firm tenure, engagement partner tenure, and review partner tenure, 

and the frequency of GCOs (GCO = 1). Figure 1 graphs the distribution by 

tenure. 

Figure 1 

Frequency of GCO = 1 by Audit Firm and Audit Partner Tenure 

 
Notes: 

FT   = Length of audit firm tenure, where the tenure of the audit firm equals the number of 
consecutive audits that the client has retained the same audit firm. 

EPT = Length of engagement partner tenure, where the tenure of the engagement partner 
equals the number of consecutive audits that the client has retained the same  
engagement partner. 

RPT = Length of review partner tenure, where the tenure of the review partner equals 
the number of consecutive audits that the client has retained the same review 
partner. 

The pattern of the graph indicates that the propensity of issuing a GCO de-

creases with ongoing audit firm, engagement partner and review partner ten-

ure. The graph also reveals that the frequency of GCOs in the early periods 

of engagement and review partner tenure is higher than the frequency of 

GCOs in the early periods of audit firm tenure. This might indicate that short 
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engagement and review partner tenure have a greater influence on the issu-

ance of a GCO than short audit firm tenure.629 Further univariate results for 

Distressed Sample A and Distressed Sample B are presented in Table 8. The 

mean value of audit firm tenure is lower for clients that receive a GCO 

(FT: 4.4722 vs. 5.1452 and 4.9826, respectively). At audit partner level, the 

mean value of engagement partner tenure is higher for clients receiving a 

GCO (EPT:  2.8333 vs. 2.4440 and 2.7304, respectively), while the mean 

value of review partner tenure is lower for clients receiving a GCO 

(RPT: 2.3611 vs. 2.6266 and 2.6522, respectively). The results of the Wil-

coxon rank sum test show that the mean differences are insignificant. Unlike 

the results of Figure 1 suggest, univariate results do not provide evidence that 

the propensity of issuing a GCO is associated with the length of audit firm 

tenure, engagement partner tenure, and review partner tenure. Audit firm- and 

audit partner-specific characteristics do not significantly differ between cli-

ents that receive a GCO and clients that do not. Solely, there is weak evidence 

in Distressed Sample A only that a GCO is more likely to be issued when the 

review partner carries an academic title. With regard to the variables control-

ling for client-specific characteristics, there is evidence in both models that a 

GCO is more likely for clients that have higher levels of leverage, higher 

bankruptcy scores, and larger reporting lags. Furthermore, a GCO is in Model 

A more likely for clients that have lower levels of operating cash flow, 

whereas the results in Model B indicate that a GCO is more likely for clients 

with higher levels of operating cash flow. 

The correlation matrix (see Table 9) does not indicate that multicollinearity 

issues bias the results. The majority of the correlations are above -0.4 and 

below 0.4. The largest variance inflation factors (VIF) do not exceed the value 

of 10.630 

 

                                                 

629  If the issuance of a GCO were only to be attributed to short audit firm tenure, the 
frequency of GCOs in the early periods of engagement and review partner tenure 
would be expected to be at least equal or lower than the frequency of GCOs in the early 
periods of audit firm tenure. 

630  Cf. Belsley et al. (1980), p. 156. 
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Table 8 

Univariate Results of GCO Analysis 

  Distressed Sample A   Distressed Sample B  
  GCO No GCO   GCO No GCO  
Variables  Mean Median Mean Median Diff. t-testa  Mean Median Mean Median Diff. t-testa 
Test Variables               

FT  4.4722 4.0000 5.1452 5.0000 -0.9110   4.4722 4.0000 4.9826 4.0000 -0.8195  
EPT  2.8333 2.0000 2.4440 2.0000 1.0816   2.8333 2.0000 2.7304 2.0000 0.1298  
RPT  2.3611 2.0000 2.6266 2.0000 -0.8482   2.3611 2.0000 2.6522 2.0000 -0.9254  

Audit Partner-Specific Variables                         
EPExp  7.3145 7.0907 7.3629 6.1538 0.6725   7.3145 7.0907 6.8403 6.1538 0.9389  
RPExp  13.3626 12.7321 14.7608 13.9863 -1.2714   13.3626 12.7321 14.0491 12.9588 -0.7118  
EPAbility  0.1389 0.0000 0.0747 0.0000 1.2974   0.1389 0.0000 0.0609 0.0000 1.5007  
RPAbility  0.2778 0.0000 0.1577 0.0000 1.7710 *  0.2778 0.0000 0.2174 0.0000 0.7438  
Gender  0.1944 0.0000 0.2199 0.0000 -0.3439   0.1944 0.0000 0.2174 0.0000 -0.2900  

Audit Firm-Specific Variables             
Big4  0.6389 1.0000 0.6680 1.0000 -0.3436    0.6389 1.0000 0.5826 1.0000 0.5960   
IndExp  0.3227 0.1852 0.2414 0.0600 1.1394   0.3227 0.1852 0.2578 0.0620 0.9096  
Office  14.5109 14.1801 14.6321 14.9807 -0.2398   14.5109 14.1801 13.8709 13.9099 0.9323  

Client-Specific Variables             
Age  2.8458 2.6736 2.9843 2.7081 -0.4966    2.8458 2.6736 2.8106 2.6391 0.3168   
Size  11.5889 11.3117 11.6137 11.4011 -0.4885   11.5889 11.3117 11.0538 10.9506 0.9804  
OCF  -0.0791 -0.0363 0.0058 0.0200 -3.1729 ***  -0.0791 -0.0363 -0.1227 -0.0788 2.4083 ** 
Lev  0.3207 0.2681 0.2256 0.1636 2.3796 **  0.3207 0.2681 0.2275 0.1652 2.3868 ** 
pBank2  -0.9738 -1.1609 -2.6444 -3.0101 5.8652 ***  -0.9738 -1.1609 -1.9773 -2.5265 3.9980 *** 
MB  2.0103 1.0884 1.8670 1.2826 -0.7049   2.0103 1.0884 2.1709 1.2661 -0.7118  
AudCom  0.3889 0.0000 0.4149 0.0000 -0.2944   0.3889 0.0000 0.3652 0.0000 0.2531  
Lag  4.6805 4.7185 4.4251 4.3694 3.5661 ***  4.6805 4.7185 4.4890 4.4427 2.3170 ** 
Busy  0.7778 1.0000 0.8382 1.0000 -0.8972   0.7778 1.0000 0.8696 1.0000 -1.3296  

*,**,***  Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests. 
a              Tests for mean differences are based on the Wilcoxon rank sum test.  
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Table 9 

Spearman Correlation Matrix for GCO Analysis 

 FT EPT RPT EPExp RPExp EPAbility RPAbility Gender Big4 IndExp Office 

FT 1.0000 0.4834*** 0.4095*** -0.0359 -0.0462 0.0122 0.0696 -0.0374 -0.0107 -0.0419 0.0974 
EPT 0.3818*** 1.0000 0.4593*** 0.3238*** 0.0988 0.0495 0.1322 -0.1029 -0.1682** 0.0581 -0.0116 
RPT 0.4271*** 0.4649*** 1.0000 0.0667 0.1726** 0.1075 0.0222 0.0493 -0.0252 0.0798 0.0067 
EPExp -0.0012 0.3020*** 0.1358** 1.0000 0.0826 -0.1177 0.1815** 0.0167 -0.2395*** 0.1310 -0.2163*** 
RPExp 0.0208 0.0851 0.1756*** 0.0473 1.0000 0.1331 -0.1701** -0.0147 0.0452 -0.0205 0.0404 
EPAbility -0.0148 0.0116 0.0743 -0.0467 0.1193** 1.0000 -0.1034 -0.0925 0.1421* -0.0253 0.1466* 
RPAbility 0.0862 0.0720 0.0601 0.2148*** -0.1045* -0.0686 1.0000 -0.0928 -0.1875** 0.0276 0.0906 
Gender -0.0257 -0.0403 0.0133 0.0433 -0.0870 -0.0629 -0.0787 1.0000 -0.0354 0.0616 -0.0283 
Big4 0.0313 -0.0082 0.0246 -0.1326** 0.0481 0.1308** -0.1188** 0.0212 1.0000 -0.4598*** 0.6406*** 
IndExp -0.0266 0.0157 0.0215 0.2247*** 0.0514 0.0431 0.0158 0.0104 -0.3643*** 1.0000 -0.3577*** 
Office 0.0819 -0.0131 -0.0212 -0.0776 0.0521 0.1107* -0.0058 0.0981 0.6568*** -0.2156*** 1.0000 
Age 0.1929*** 0.0821 -0.0015 0.0545 0.0282 0.1132* 0.0505 -0.0778 -0.0012 0.0191 0.0460 
Size 0.1197** -0.0079 -0.0048 -0.0361 0.0975 0.0764 0.0148 -0.0454 0.4409*** 0.0863 0.5668*** 
OCF -0.0180 -0.0918 -0.0919 0.0314 -0.0123 0.0476 -0.0250 -0.0658 0.1566*** 0.1477** 0.2210*** 
Lev -0.0568 0.1037* -0.0794 0.1005* 0.0520 0.0620 0.1068* -0.0067 0.0737 -0.0412 0.1559*** 
pBank -0.0401 0.1483** -0.0672 0.0965 0.0323 0.0191 0.0975 0.0190 0.0523 -0.0966 0.0053 
MB 0.0106 -0.1074* 0.0004 -0.0007 -0.1262** -0.1134* -0.0163 -0.0132 0.0257 -0.1111* 0.0224 
AC 0.1545** 0.0158 0.1174* -0.0763 0.0770 0.0674 -0.0146 0.0055 0.3615*** -0.0303 0.3721*** 
Lag -0.2012*** -0.0081 -0.0667 0.0170 0.0234 0.0318 -0.0572 -0.0420 -0.2427*** -0.0547 -0.3215*** 
Busy -0.0413 -0.0686 0.0276 -0.0611 -0.0500 0.1012* 0.1307** 0.1443** 0.0249 0.0144 -0.0743 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests. 
The Spearman correlation coefficients for the Distressed Sample A are shown below the diagonal, while the Spearman correlation coefficients for the Distressed Sample B are shown above the diagonal. 
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Table 9 continued 

 Age Size OCF Lev pBank MB AC Lag Busy 

FT 0.2123*** 0.0820 0.0257 -0.0069 0.0373 0.0397 0.1913** -0.2083** -0.1276 
EPT 0.2139*** -0.0445 -0.0179 0.1194 0.0922 -0.0144 -0.0767 -0.0165 -0.0967 
RPT 0.0921 0.1053 0.0051 0.0196 -0.0601 -0.0029 0.1764** -0.0294 -0.0892 
EPExp -0.0533 -0.1545* -0.0460 0.0628 0.1668** -0.0417 -0.1871** 0.0975 -0.0455 
RPExp -0.0300 0.0500 0.0196 -0.0224 0.0183 -0.0473 0.0173 0.0324 -0.0370 
EPAbility 0.0714 0.2090** 0.1607** 0.1405* 0.0180 -0.1798** 0.0786 0.0632 0.0564 
RPAbility -0.0512 -0.0149 -0.0380 0.1032 0.1050 0.0839 -0.1293 -0.0185 0.1892** 
Gender -0.1261 -0.1175 -0.0972 0.0822 0.1413* -0.0736 0.0044 -0.0210 0.0394 
Big4 -0.0276 0.4449*** 0.0282 0.0381 0.0251 -0.0290 0.3247*** -0.2307*** -0.0861 
IndExp -0.0302 0.0438 0.2797*** -0.0768 -0.1666** -0.1165 -0.0843 0.0959 -0.0354 
Office 0.0675 0.5353*** 0.1607** 0.1822** -0.0110 -0.0683 0.2831*** -0.2018** -0.1332 
Age 1.0000 -0.0045 0.1542* 0.0345 -0.0334 -0.0056 -0.0535 0.1642** -0.0218 
Size 0.0640 1.0000 0.3709*** 0.1660** -0.1542* -0.0927 0.4196*** -0.3148*** -0.1057 
OCF 0.0136 0.3194*** 1.0000 0.1472* -0.0949 -0.1429* 0.1077 0.0930 -0.0926 
Lev -0.0081 0.2952*** 0.0854 1.0000 0.6592*** -0.2523*** 0.1755** 0.1791** 0.0558 
pBank -0.0796 0.0410 -0.2615*** 0.7469*** 1.0000 -0.2040** 0.0554 0.2272*** 0.1273 
MB -0.0528 -0.0029 0.0130 -0.1417** -0.1714*** 1.0000 -0.1121 -0.0496 0.0146 
AC -0.0266 0.4966*** 0.1089* 0.1845*** 0.0970 -0.0683 1.0000 -0.4236*** -0.1324 
Lag 0.0697 -0.4595*** -0.1673*** 0.0669 0.1906*** -0.0700 -0.3629*** 1.0000 -0.0015 
Busy -0.0831 -0.1301** 0.0059 -0.0592 -0.0054 -0.0275 -0.0910 0.1380** 1.0000 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests. 
The Spearman correlation coefficients for the Distressed Sample A are shown below the diagonal, while the Spearman correlation coefficients for the Distressed Sample B are shown above the diagonal. 
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5.1.4 Multivariate Analysis  

Univariate results suggest that audit firm tenure, engagement partner tenure 

and review partner tenure are not associated with the propensity of issuing a 

GCO. The results, however, do not control for other factors that might influ-

ence the propensity of issuing a GCO. To ensure that audit firm tenure, en-

gagement partner tenure and review partner do not proxy for one or more of 

these factors, I perform a multivariate analysis. 

 Analysis at Audit Firm Level 

Table 10 shows the results of the regression used to test the relation between 

audit firm tenure and the propensity of issuing a GCO.  

Table 10 

Results from the Regression of GCO on Audit Firm Tenure and Control Variables 

GCO = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7OCF + β8Lev + β9pBank  
+ β10MB + β11AC + β12Lag + β13Busy + Year Dummies + ε 

  Model A  Model B  

Variable Exp. 
Sign Coeff. Wald  Coeff. Wald  

Test Variable       

FT +/- -0.1219 2.0828   -0.1049 1.4257   
Audit Firm-Specific Variables            

Big4 + -0.1558 0.0574   -0.0747 0.0098   
IndExp + 1.8252 4.9635 ** 1.5275 2.9681 * 
Office + 0.0793 0.3132   0.1538 1.3515   

Client-Specific Variables            
Age - -0.1474 0.5473   -0.0877 0.1240   
Size - 0.5006 7.1262 *** 0.3811 3.1843 * 
OCF +/- -3.3761 3.1625 * 1.6821 0.2349   
Lev + -4.4917 9.7609 *** -3.3454 5.6585 ** 
pBank + 0.8200 21.7920 *** 0.7235 15.7039 *** 
MB + 0.0977 0.5524   0.0902 1.0057   
AC + 0.1646 0.0769   0.4145 0.4206   
Lag + 1.5962 11.2594 *** 1.3965 4.5229 ** 
Busy +/- -0.6721 1.3830   -0.6256 0.7417   
Intercept  -12.3548 12.6484 *** -11.4569 6.4309 ** 

Nagelkerke R2  0.4406  0.3840  
Number of Obs.  277  151  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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The first column presents the results using the “Distressed Sample A” 

(Model A) and the second column presents the results using the “Distressed 

Sample B” (Model B).631 The Hosmer-Lemeshow test indicates good fits for 

Model A (χ2 = 6.6078 and p = 0.5795) and Model B (χ2 = 8.6737 and 

p = 0.3706). The Nagelkerke R2 is 0.4406 and 0.3840, respectively, which is 

comparable to the explanatory power reported in prior studies.632 Consistent 

with the results of the univariate results, the variables Big4 and Office are 

insignificant in Model A and B. The coefficient on the variable IndExp is 

(marginally) significant and has a positive sign in both models (Model A: 

p =0.0259, Model B: p = 0.0849). These results provide evidence that audit 

firms with higher levels of industry expertise are more likely to issue a GCO, 

and that audit firm size and audit office size are not significant predictors of 

the propensity of issuing a GCO. The results from the set of variables con-

trolling for client-specific characteristics show that larger clients,633 clients 

with lower levels of leverage, higher bankruptcy scores, and clients with 

larger reporting lags are more likely to receive a GCO.634 Furthermore, there 

is weak evidence in Model A that clients with lower levels of operating cash 

flow are more likely to receive a GCO. With regard to the test variable, the 

coefficient on FT is in both models negative and insignificant. Since the ten-

ure effect may be more pronounced in the initial or later periods of audit firm 

tenure, i.e. there is a non-monotonic relationship between audit firm tenure 

and the propensity of issuing a GCO, I estimate equation (14) by replacing 

                                                 

631  To conserve space, I do not report the results for the year dummies The year dummies 
for the fiscal years 2008 and 2009 are insignificant. Cf. Appendix 1. 

632  Cf. Louwers (1998), p. 153; Geiger/Raghunandan (2002a), p. 74; Ratzinger-
Sakel (2013), pp. 147 ff. 

633  The sign of the control variable Size is contrary to my expectation positive. A possible 
explanation is that larger clients are under greater public scrutiny and that auditors of 
larger clients that do not address issues related to the clients’ ability to continue as a 
going-concern face greater litigation and reputational damages in case of subsequent 
business failure. Therefore, auditors might be more prone to issue a GCO for larger 
clients as a protection from greater litigation risks and reputational damages. 

634  What is somewhat striking is that lower levels of leverage are in both models associ-
ated with a higher propensity of issuing a GCO. A possible explanation might be that 
higher levels of leverage are due to lenders providing further loans, which enhances 
liquidity. The fact that these clients, albeit financial distress, succeed in securing loans 
might result in more positive outlooks, whereas financial distressed clients that are not 
able to attain further loans have more negative outlooks. 
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the continuous variable FT with the dummy variables FTShort or FTLong 

( 4.2.1). Table 11 presents the results.635 

Table 11 

Results from Regressions of GCO on Dummy Variables for Short or Long Audit Firm 
Tenure and Control Variables 

GCO = β0 + β1FTShort/FTLong + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7OCF 
+ β8Lev + β9pBank + β10MB + β11AC + β12Lag + β13Busy + Year Dummies + ε 

  Model A  Model B  

Variable Exp. 
Sign 

Coeff.  
(Wald)  Coeff.  

(Wald)  
FTShort = 1 if FT ≤ 3 

FTShort +/- 
0.6132  0.4004  

(1.0969)  (0.5684)  

Nagelkerke R2  0.4372  0.3790  
Number of Obs.  277  151  
FTLong = 1 if FT ≥ 11 

FTLong +/- -2.4607 *** -1.6184 * 
(8.2159)  (3.1498)  

Nagelkerke R2  0.4445  0.3830  
Number of Obs.  277  151  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests. 

 

In both models, the coefficient on FTShort is positive and insignificant. The 

variable FTLong, is negative and highly significant in Model A (p = 0.0042) 

and marginally significant in Model B (p = 0.0759).636 To add more confi-

dence to the reported results, I also use alternative cut-off point to define short 

and long audit firm tenure. The variable FTShort2 equals 1 if FT ≤ 2, and 0 

otherwise. The coefficient on FTShort2 remains insignificant. With regard to 

long audit firm tenure, I use various cut-off points (FTLong7/8/9/10 if 

FT ≥ 7/9/8/10 = 1, and 0 otherwise). The coefficient on FTLong10 is negative 

and significant in Model A (coeff. = -2.1713, p = 0.0140) and highly signifi-

cant in Model B (coeff = -2.1648, p = 0.0094). The coefficient on FTLong9 is 

negative and marginally significant in Model B only (coeff. = -1.4631, 

                                                 

635  I do not report the results for the remaining variables since they remain qualitatively 
unchanged. Cf. Appendices 2-3. 

636  I also run equation (14) by including FTShort and FTLong into the equation to test a pos-
sible U-shaped form. The presence of a U-shaped form indicates that audit quality is 
lower in the initial and later periods of audit firm tenure, i.e. FTShort and FTLong are both 
significantly negative. The results of the regression, however, do not indicate the pres-
ence of a U-shaped form. Cf. Appendix 4. 
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p = 0.0612). The coefficients on FTLong8 and FTLong7 do not significantly differ 

from zero in both models. Therefore, the coefficients on the variables meas-

uring extended audit firm tenure become insignificant as the cut-off point to 

define long audit firm tenure decreases.637 Although the findings of FTLong 

and FTLong10 strongly suggest that the propensity of issuing a GCO is lower in 

the later periods of the audit firm tenure, the relatively small number of ob-

servations where FT ≥ 11 (20 observations in Model A and 8 observations in 

Model B) and FT ≥ 10 (34 observations in Model A and 7 observations in 

Model B) limit the validity of the reported results. Thus, there is at best lim-

ited evidence that the propensity of issuing a GCO is lower in the later periods 

of audit firm tenure.  

Sensitivity Analyses 

To add further robustness to the reported results, I perform sensitivity anal-

yses. I estimate equation (14) by excluding all observations where FT = 1 to 

reduce the risk that the results are confounded by companies switching audit 

firms to avoid receiving a GCO (“opinion shopping”).638,639 The results are 

similar to the results reported in the primary analysis.640 As an alternative 

approach, I also estimate equation (14) by excluding observations of clients 

that “frequently” switch audit firms.641 The results are again similar to the 

results reported in the primary analysis.642 Together, the results of the sensi-

tivity analyses suggest a low probability that potential “opinion shopping” 

may have confounded the results of the primary analysis. 

                                                 

637  For a complete overview of the results, see Appendices 5-9. 
638  Cf. Lennox (2000), pp. 322 f.; Lu (2006), p. 562. In statistical terms, omitting the first 

observation of a client tests for possible endogeneity issues. Cf. Chen et al. (2008), 
pp. 432 f. 

639  The sample size is reduced to 233 observations in Model A (from 277 observations) 
and to 130 observations in Model B (from 151 observations). The number of GCOs is 
reduced to 30 observations (from 36 observations). 

640  Cf. Appendices 10-17. 
641  A company is classified as a frequent switcher if having switched audit firms at least 

two times during the sample period. The sample size is reduced to 237 observations in 
Model A (from 277 observations) and to 129 observations in Model B (from 151 ob-
servations). The number of GCOs is reduced to 31 observations (from 36 observa-
tions). 

642  Cf. Appendices 18-25. 
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Overall, the results of the primary and sensitivity analyses provide at best 

limited evidence that the propensity of issuing a GCO is lower in the later 

periods of audit firm tenure, thus the hypothesis that audit firm tenure is as-

sociated with audit quality (Hypothesis H1) cannot be supported. 

Moderator Analyses 

There is good reason to believe that the effect of audit firm tenure plays out 

differently for differing audit firm-specific traits. To investigate this issue, I 

estimate equation (14) with different interaction terms. It is argued that bigger 

audit firms have more opportunities to build up auditing and industry exper-

tise than smaller audit firms. Therefore, bigger audit firms can build up client-

specific knowledge at a faster pace.643 Furthermore, bigger audit firms have 

higher total collaterals, which are assumed to provide additional incentives 

not to succumb to clients’ wishes ( 2.2.2.1, 2.2.2.2). To examine whether 

the size of the audit firm moderates the effect of audit firm tenure, I include 

the interaction term FT*Big4 into equation (14). The coefficient on FT*Big4 

is insignificant in both models, which suggests that the effect of audit firm 

tenure is not contingent on the size of the audit firm.644 

I also examine whether the effect of audit firm tenure differs across differing 

levels of industry expertise and audit office sizes. Industry experts are argued 

to begin audit engagements with a superior knowledge base of the industry. 

This facilitates the understanding of clients in that industry, and also allows 

industry experts to build up more high quality knowledge over time and at a 

faster pace than non-industry specialists.645 Larger audit offices may have 

faster learning curves due to more in-house expertise ( 4.2.2.1).646 To ex-

amine whether the effect of audit firm tenure differs across differing levels of 

industry expertise and audit office sizes, the continuous variables IndExp and 

Office are dichotomized using their median values. The variables IndExpD/Of-

                                                 

643  Cf. Chi/Huang (2005), p. 69. 
644  The coefficient on FT*Big4 equals to -0.2540 (p = 0.1165) in Model A and to -0.2217 

(p = 0.2751) in Model B. 
645  Cf. Lim/Tan (2010), pp. 929 f. 
646  Cf. Francis/Yu (2009), p. 1523. 
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ficeD take the value 1 if IndExp/Office > median (IndExp/Office), and 0 oth-

erwise. I include the interaction term FT*IndExpD into equation (14) to test a 

moderating effect of industry expertise. The coefficient on FT*IndExpD is 

only in Model B positive and marginally significant (coeff. = 0.3878, 

p = 0.0538).647 The finding of Model B provides weak evidence that audit 

firms with higher levels of industry expertise are with ongoing tenure more 

likely to issue a GCO compared to audit firms with lower levels of industry 

expertise. This result, however, does not hold for Model A. With regard to 

audit office size, I include the interaction term FT*OfficeD into equation (14). 

The coefficient on FT*OfficeD is in both models insignificant.648 In sum, these 

results do not provide convincing evidence that audit firm tenure plays out 

differently for different levels of industry expertise and different audit office 

sizes. 

I further test whether client size has a moderating effect on audit firm tenure. 

Larger clients are generally more complex, which requires more audit effort 

and expertise to conduct an effective audit.649 Therefore, audit firm tenure 

may play out differently for different client sizes. Analogously to the analysis 

of industry expertise and audit office size, the continuous variable Size is di-

chotomized at its median. The coefficient on FT*SizeD is in both models in-

significant, which suggests that the effect audit firm tenure does not signifi-

cantly differ across different client sizes.650 

 Analysis at Audit Partner Level 

Table 12 shows the results of the regression used to test the relation between 

engagement and review partner tenure and the propensity of issuing a 

GCO.651  

                                                 

647  The coefficient on FT*IndExpD equals to 0.2497 (p = 0.1101) in Model A. 
648  The coefficient on FT*OfficeD equals to -0.1761 (p = 0.2360) in Model A and 

to -0.1564 (p = 0.3876) in Model B. 
649  Cf. Litt et al. (2014), p. 74. 
650  The coefficient on FT*SizeD equals to -0.1364 (p = 0.4039) in Model A and to -0.1361 

(p = 0.5250) in Model B. 
651  To conserve space, I do not report the results for the audit firm- and client-specific 

variables since they remain qualitatively unchanged. For a more detailed overview, see 
Appendix 26. 



 136 

Table 12 

Results from the Regression of GCO on Audit Partner Tenure and Control Variables 

GCO = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility + β6RPAbility + β7Gender 
+ β8Big4 + β9IndExp + β10Office + β11Age + β12Size + β13OCF + β14Lev + β15pBank 
+ β16MB + β17AC + β18Lag + β19Busy + Year Dummies + ε 

  Model A  Model B  

Variable Exp. 
Sign Coeff. Wald  Coeff. Wald  

Test Variables       

EPT +/- 0.1467 0.8516   0.0597 0.0850   
RPT +/- -0.2055 1.4546   -0.1644 0.7273   

Audit Partner-Specific Variables  
EPExp + -0.0824 3.3738 * 0.0682 1.0559   
RPExp + -0.0449 1.7117   -0.0351 0.6576   
EPAbility + 1.3122 3.3691 * 0.3869 0.2140   
RPAbility + 1.4186 4.6870 ** 0.5564 0.6322   
Gender +/- 0.2257 0.1166   0.0889 0.0153   

Nagelkerke R2  0.4808  0.3992  
Number of Obs.  277  151  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

 

The Hosmer-Lemeshow test indicates a good fit for Model A (χ2 = 1.8287 

and p = 0.9858), but a lack of fit for Model B (χ2 = 15.0843 and p = 0.0575).652 

The Nagelkerke R2 amounts in Model A to 0.4808 and in Model B to 

0.3992.653 Contrary to the results of the univariate analysis, I find evidence 

that audit partner-specific traits are significant predictors of the propensity of 

issuing a GCO. There is weak evidence in Model A that a GCO is more likely 

to be issued when the engagement partner’s work experience is lower 

(p = 0.0662). Furthermore, there is evidence that engagement and review 

partners that carry an academic title are more likely to issue a GCO (p = 

0.0664 and p = 0.0304, respectively). But these results are sensitive to the 

classification scheme used to identify financially distressed clients and do not 

                                                 

652  The significant test statistic is likely to be caused by the relatively small sample size 
in Model B. The Hosmer-Lemeshow test groups observations based on the values of 
the estimated probabilities. Then a Pearson Chi-square statistic is calculated based on 
the observed and estimated expected frequencies in each of the groups. The power of 
the test therefore decreases with decreasing sample size. Cf. Carcello/Nagy (2004), 
p. 64; Hosmer et al. (2013), pp. 157 ff. 

653  Carey/Simnett (2006) report an explanatory power of 0.3580. Cf. Carey/Sim-
nett (2006), p. 662. 



 137 

hold for Model B.654 With regard to the test variables, the coefficient on EPT 

is positive, whereas the sign of the coefficient on RPT is negative. The coef-

ficient on both variables, however, do not significantly differ from zero. As 

at audit firm level, the effect of audit partner tenure may be more pronounced 

in the initial or later periods of audit partner tenure. Therefore, I estimate 

equation (15) by replacing the continuous variables EPT and RPT with the 

dummy variables EPTShort and RPTShort or EPTLong and RPTLong ( 4.2.1). 

Table 13 presents an overview of the findings testing a non-monotonic rela-

tionship.655 

Table 13 

Results from Regressions of GCO on Dummy Variables for Short or Long Audit Part-
ner Tenure and Control Variables 

GCO = β0 + β1EPTShort/EPTLong + β2RPTShort/RPTLong + β3EPExp + β4RPExp + β5EPAbility  
+ β6RPAbility + β7Gender + β8Big4 + β9IndExp + β10Office + β11Age + β12Size + β13OCF  
+ β14Lev + β15pBank + β16MB + β17AC + β18Lag + β19Busy + Year Dummies + ε 

  Model A  Model B  

Variable Exp. 
Sign 

Coeff.  
(Wald)  Coeff.  

(Wald)  
EPTShort/RPTShort = 1 if EPT/RPT ≤ 3 

EPTShort +/- 
-0.3612  0.0605  

(0.3341)  (0.0054)  

RPTShort +/- 0.7272  0.7681  
(1.5709)  (0.8751)  

Nagelkerke R2  0.4796  0.4053  
Number of Obs.  277  151  
EPTLong/RPTLong = 1 if EPT/RPT ≥ 6 

EPTLong +/- 0.3655  0.3248  
(0.2612)  (0.1151)  

RPTLong +/- 0.5216  0.6309  
(0.4789)  (0.3758)  

Nagelkerke R2  0.4766  0.3989  
Number of Obs.  277  151  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests  

                                                 

654  The difference in the results for the variable RPAbility may be due to the more strict 
classification scheme in Model B to identify financially distressed clients. Audit part-
ners with (perceived) superior audit task performance, i.e. carrying an academic title, 
might be systematically assigned to audit engagements that are perceived as risky. The 
more strict classification scheme to identify financially distressed clients in Model B 
might therefore render the coefficient on RPAbility insignificant due to clients being 
more homogeneous with regard to the financial situation. 

655  The results with regard to the control variables remain qualitatively unchanged. 
Cf. Appendices 27-28. 
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The coefficients on the test variables are insignificant in Model A and B.656 I 

also estimate equation (15) with alternative cut-off points for short and long 

engagement and review partner tenure to add more confidence in the reported 

results. The variables EPTShort2 and RPTShort2 take the value 1 if EPT/RPT ≤ 2, 

and 0 otherwise. The variables EPTLong5 and RPTLong5 take the value 1 if 

EPT/RPT ≥ 5, and 0 otherwise. The results using the alternative cut-off points 

point into the same direction.657 Together, these findings corroborate the re-

ported results of the univariate analysis and do not provide evidence that en-

gagement and review partner tenure are not associated with the propensity of 

issuing a GCO. 

Sensitivity Analyses 

I run several robustness checks to strengthen the above reported results. First, 

I exclude all observations where EPT = 1 and RPT = 1 to reduce the risk that 

the results are confounded by clients forcing a switch of the engagement 

and/or review partner to avoid receiving a GCO.658,659 The results are similar 

to the results reported in the primary analysis, and suggest a low likelihood 

that the results of the primary analysis are confounded by potential “opinion 

shopping” at audit partner level.660 Second, I exclude observations where au-

dit firm tenure is classified as short (FT ≤ 3).661,662 These observations are 

excluded since audit firm tenure and engagement and/or review partner tenure 

are perfectly correlated in the initial audit. They remain perfectly correlated 

                                                 

656  I also estimate equation (15) by including EPTShort and EPTLong as well as RPTShort and 
RPTLong to test a possible U-shaped form. The results do not indicate the presence of a 
U-shaped form. Cf. Appendix 29. 

657  The coefficient on RPTLong5 becomes marginally significant in Model A only. For a 
complete overview of the results, see Appendices 30-31. 

658  Cf. McCracken et al. (2008), p. 375. 
659  The sample size is reduced to 154 observations in Model A (from 277 observations) 

and to 87 observation in Model B (from 151 observations). The number of GCOs is 
reduced to 21 observations (from 36 observations). 

660  Cf. Appendices 32-36. 
661  Excluding observations with FT ≤ 3 removes a great part of the correlation in the sam-

ple. The Spearman correlation of FT and EPT drops in Model A (Model B) from 
0.3818 to -0.0803 (from 0.4095 to -0.0453). The correlation between FT and RPT 
drops in Model A (Model B) from 0.4271 to -0.0515 (from 0.4095 to -0.0379). 

662  The sample size is reduced to 161 observations in Model A (from 277 observations) 
and to 86 observations in Model B (from 151 observations). The number of GCOs is 
reduced to 19 observations (from 36 observations). 
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as long as the audit firm and the engagement and/or review partner do not 

change. Short audit firm tenure could therefore coincide with short engage-

ment and/or review partner tenure.663 Possible lower audit quality due to short 

audit firm tenure could be attributed to short engagement and/or review part-

ner tenure. The results are similar to the results reported in the primary anal-

ysis.664 And third, I estimate equation (15) by measuring audit partner tenure 

as the consecutive signatures that the client has retained the same two audit 

partners ( 4.2.1).665 The coefficients on the variables Team, TeamShort 

(TeamShort = 1 if Team ≤ 3, and 0 otherwise), and TeamLong (TeamLong = 1 if 

Team ≥ 6, and 0 otherwise) are insignificant. Using different cut-off points 

for short and long audit partner team tenure does not yield differing results 

(TeamShort2 = 1 if Team ≤ 2, and 0 otherwise; TeamLong5 if Team ≥ 5, and 0 

otherwise).666  

Overall, the results of the primary and sensitivity analyses do not provide ev-

idence that engagement and review partner tenure are associated with the pro-

pensity of issuing a GCO. Thus, Hypotheses H2a and H2b cannot be sup-

ported. 

Moderator Analyses 

Analogously to the moderator analysis at audit firm level, I examine whether 

the effect of engagement and review partner tenure differs across different 

audit firm-specific characteristics and different client sizes. The results are 

consistent with the results at audit firm level and suggest that audit firm-spe-

cific traits and client size do not have moderating effects on the engagement 

and review partner tenure. I also examine whether the level of work experi-

ence has a moderating effect. The continuous variables EPExp and RPExp are 

dichotomized using their median values. EPExpD/RPExpD take the value 1 if 

                                                 

663  Cf. Litt et al. (2014), p. 79. 
664  Cf. Appendices 37-41. 
665  Since Team is determined jointly by the engagement and review partner tenure, the 

audit partner-specific variables are coded with a team approach as well. The audit part-
ner team’s work experience is the sum of the work experience of the engagement and 
review partner. With regard to the proxy measuring the ability of the audit partner, the 
team ability takes the value 1 if the engagement and/or review partner carry an aca-
demic title, and 0 otherwise. 

666  Cf. Appendices 42-46. 
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EPExp/RPExp > median (EPExp/RPExp), and 0 otherwise. The interaction terms 

EPT*EPExpD and RPT*RPExpD are insignificant in both models, which indi-

cates that the effect of engagement and review partner tenure is not contingent 

on the level of work experience.667 

Interaction of Engagement and Review Partner Tenure 

The effect of the engagement and review partner tenure on the propensity of 

issuing a GCO may not be completely additive as suggested in equation (15). 

The effect of engagement partner tenure may differ at various points of review 

partner tenure (and vice versa). A newly incoming audit partner might bring 

in a “fresh” look into the engagement, whereas the audit partner with the 

longer tenure could function as a knowledge basis for the new audit partner. 

The loss of client-specific knowledge associated with a rotation could be mit-

igated. In addition, a newly incoming audit partner might be more independ-

ent since an early dismissal is “less” costly. The new audit partner might also 

restrain the (conscious or subconscious) self-serving bias of an audit partner 

whose independence has been impaired due to an extended relationship with 

the client to a greater extent. Possible negative effects of short and long audit 

partner tenure might be moderated due to an asymmetrical progression of en-

gagement and review partner tenure.668 The above-presented arguments 

therefore establish the presence of an interaction effect between engagement 

and review partner tenure. To test the presence of an interaction effect, I ex-

tend equation (15) by including the interaction term EPT*RPT. The coeffi-

cient on EPT*RPT is negative and insignificant (Model A: coeff. = -0.0506, 

                                                 

667  Cf. Appendix 47. 
668  Concurrent extended tenure of the engagement and review partner may exacerbate 

possible threats to independence. However, in institutional settings where client-spe-
cific quasi-rents are limited due to a mandatory audit partner rotation rule, concurrent 
extended tenure of the engagement and review partner may also lead to a higher level 
of independence. 
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p = 0.5988, Model B: coeff. = -0.0015, p = 0.9894). Thus, the effect of en-

gagement partner tenure is not contingent on the length of review partner ten-

ure (and vice versa). 

 Joint Analysis 

Table 14 shows the results of the regressions used to test the relation between 

audit firm tenure and the propensity of issuing a GCO after controlling for 

engagement and review partner tenure.669  

Table 14 

Results from the Regressions of GCO on Audit Firm and Audit Partner Tenure and 
Control Variables 

GCO = β0 + β1FT/FTShort/FTLong + β2EPT/EPTShort/EPTLong + β3RPT/RPTShort/RPTLong  
+ β4EPExp + β5RPExp + β6EPAbility + β7RPAbility + β8Gender + β9Big4 + β10IndExp  
+ β11Office + β12Age + β13Size + β14OCF + β15Lev + β16pBank + β17MB + β18AC  
+ β19Lag + β20Busy + Year Dummies + ε 

  Model A  Model B  

Variable Exp. 
Sign Coeff. Wald  Coeff. Wald  

Continuous Approach       
FT +/- -0.2018 3.5088 * -0.1316 1.4055   
EPT +/- 0.2886 2.1780   0.1381 0.3348   
RPT +/- -0.1389 0.5275   -0.1080 0.2875   

Nagelkerke R2  0.5008  0.4106  
Number of Obs.  277  151  
Dummy Approach: Short     

FTShort +/- 0.9108 1.4964  0.1960 0.0692  
EPTShort +/- -0.7631 1.0444  -0.0167 0.0003  
RPTShort +/- 0.4304 0.4549  0.6742 0.5819  

Nagelkerke R2  0.4896  0.4060  
Number of Obs.  277  151  
Dummy Approach: Long       

FTLong +/- -2.6503 8.8505 *** -2.0553 4.3843 ** 
EPTLong +/- 0.7431 1.1441  0.4947 0.2125  
RPTLong +/- 0.5436 0.5507  0.5174 0.2363  

Nagelkerke R2  0.4926  0.4110  
Number of Obs.  277  151  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

 

                                                 

669  To conserve space, I do not report the results of the audit firm-, audit partner-, and 
client-specific variables since they remain mostly unchanged. For a more detailed 
overview, see Appendices 48-50. 
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The Hosmer-Lemeshow test using the continuous approach indicates good 

model fits for Model A (χ2 = 8.1257, p = 0.4213) and Model B (χ2 = 5.8621, 

p = 0.6627).670 The Nagelkerke R2 is 0.5008 in Model A and 0.4106 in Model 

B. In both models, the coefficients on FT and RPT are negative, whereas the 

coefficient on EPT is positive. The test variables are with the exception of FT 

in Model A insignificant (FT: coeff. = -0.2018, p = 0.0610). The results test-

ing a possible non-monotonic relationship are similar to the reported results 

at audit firm and audit partner level. Short audit firm, engagement and review 

partner tenure as well as long engagement and review partner tenure are not 

associated with the propensity of issuing a GCO. The variable FTLong that 

measures extended audit firm tenure is significantly negative in both models 

(Model A: p = 0.0029; Model B: p = 0.0363). Estimating equation (16) with 

the alternative cut-off points does not yield differing results.671 Therefore, 

there at best limited evidence that the propensity of issuing a GCO is lower 

in the later periods of audit firm tenure after controlling for engagement and 

review partner tenure. Furthermore, engagement and review partner tenure 

are not significant predictors of the propensity of issuing a GCO. 

Sensitivity Analyses 

To add more robustness to the reported results, I exclude all observations 

where FT/EPT/RPT = 1672 and observations of companies that “frequently” 

switch audit firms673 to minimize the risk that the results are confounded due 

to companies switching audit firms and/or engagement and review partners 

(“opinion shopping”) to avoid receiving a GCO. The results are similar to the 

results reported in the primary analysis.674 I also estimate equation (16) with 

the team approach to measure audit partner tenure. The results are again sim-

ilar to the results reported in the analyses at audit firm and at audit partner 

                                                 

670  The test statistics of the Hosmer-Lemeshow test are in the dummy approach insignifi-
cant as well.  

671  For a more detailed overview of the results, see Appendices 51-55. 
672  The sample size is reduced to 154 observations in Model A (from 277 observations) 

and to 87 observations in Model B (from 151 observations). The number of GCOs is 
reduced to 21 observations (from 36 observations). 

673  The sample size is reduced to 237 observations in Model A (from 277 observations) 
and to 129 observations in Model B (from 151 observations). The number of GCOs is 
reduced to 31 observations (from 36 observations). 

674  Cf. Appendices 56-71. 
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level. 675 Overall, the results of the sensitivity analyses are consistent with the 

reported results of the primary analysis.  

Further Analysis 

The effect of the test variables FT, EPT and RPT on the propensity of issuing 

a GCO is assumed to be completely additive in equation (16). But there are 

good reasons to believe that the effect of engagement and review partner ten-

ure is different at various points of audit firm tenure, i.e. the effect of audit 

firm tenure might interact with engagement and review partner tenure. Such 

an interaction effect could be explained by individual audit partners being 

subject to within audit firm pressure ( 3.3). Audit firms as private profit-

making companies have, amongst others, the objective to maximize profita-

bility to guarantee economic survival.676 At the same time, audit firms also 

strive to provide high quality audits.677 Both objectives, however, are as-

sumed to represent conflicting forces, with higher costs (i.e. lower profitabil-

ity) being related to higher audit quality.678 The audit firm environment is 

therefore ambivalent in the sense that conflicting signals (profit and quality 

maximization) are emitted to individuals within the audit firm.679 

On the one hand, increasing competitive pressure for potential clients can 

translate into increasing profitability pressure.680 Management control sys-

tems that are used to convey goals of the audit firm to individual audit partners 

(and staff members), and to ensure that the objectives of the audit firm are 

pursued by each individual within the audit firm may shift the focus towards 

profitability measures. Individuals that behave in a manner congruent with 

the profitability objective of the audit firm by generating audit fees or by ac-

quiring/keeping clients may be rewarded with promotion, favorable career 

outlooks, or higher remuneration, whereas individuals that do not meet the 

objectives of the audit firm may be “punished” by poor evaluations (“up-or-

                                                 

675  Cf. Appendices 72-79. 
676  Cf. McNair (1991), pp. 637 f. 
677  Cf. e.g. ibid., p. 646. 
678  Cf. ibid., p. 638. 
679  Cf. ibid., pp. 644 ff. 
680  Cf. Bierstaker et al. (2006), p. 18. 
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out” policy). Such arrangements can have effects on the individuals’ ac-

tions.681 Research documents that client retention is perceived as an important 

factor for the future career.682 Furthermore, there is evidence that audit firm 

management attempts to match audit partners according to the client’s pref-

erence. If the client expresses discontent with the audit partner’s view on cer-

tain accounting issues, the audit partner is likely to be replaced.683 Öhman et 

al. (2012) report that the level of client satisfaction decreases with increasing 

audit partner skepticism.684 Hence, clients may be more likely to dismiss audit 

partners with higher levels of skepticism. Dissatisfaction on the side of clients 

may exert negative effects on the audit partners’ career opportunities in the 

audit firm, which might make audit partners more likely to succumb to cli-

ents’ wishes. On the other hand, audit firm policies that promote a culture that 

stresses the importance of the role of the audit in the public interest as well as 

regulatory safeguards ( 2.3.3) may remind audit partners of the importance 

of high quality audits.685  

The cost versus quality dilemma is exacerbated when interests of the audit 

firm and audit partner drift into opposite directions. It can be argued that such 

an environment is present when a mandatory rotation is required at audit part-

ner but not at audit firm level. The magnitude of potential client-specific 

quasi-rents differs between the audit firm and the audit partner since the time 

horizon of the expected “inflow” of the quasi-rents diverge. Assuming that 

potential quasi-rents create threats to the independence of individual audit 

partner (and the audit firm),686 imposing a mandatory audit partner rotation, 

which limits the client-specific quasi-rents might positively affect the audit 

partner’s level of independence ( 3.3).687 Client-specific quasi-rents at audit 

firm level, however, are potentially unlimited. The audit firm might therefore 

have financial interests in keeping a client, and pressure the audit partner 

                                                 

681  Cf. McNair (1991), pp. 638 f.; Bierstaker et al. (2006), p. 18. 
682  Cf. Gibbins et al. (2001), p. 556. 
683  Cf. McCracken et al. (2008), p. 375. 
684  Cf. Öhman et al. (2012), pp. 488 ff. 
685  Cf. IAASB (2014), pp. 9, 42 ff. 
686  Cf. DeAngelo (1981a), pp. 116 ff.; DeAngelo (1981b), pp. 188 ff. 
687  As noted in section 3.3 “global career and financial interests” of the audit partner may 

countervail the intended positive effects of a mandatory audit partner rotation. 
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through governance arrangements by conditioning remuneration and/or ca-

reer perspectives on retaining the client. In other words, potentially unlimited 

quasi-rents for the audit firm might lead to pressuring the audit partner to 

succumb to the client’s demands. Research indicates that individual audit 

partners are susceptible to audit firm management controls that focus more 

on profitability measures. For example, Trompeter (1994) reports that audit 

partners with remunerations closely tied to client retention are less likely to 

require downward adjustments to clients’ income.688 Chang/Hwang (2003) 

find some evidence that high client retention incentives, i.e. remuneration and 

promotion that are contingent on maintaining a good relationship with the 

client, make audit partners more willing to accept aggressive reporting 

choices.689 In Germany, the regulatory requirements with regard to auditor 

rotation are asynchronous. At audit partner level, the length of the individual 

audit partner-client relationship is limited, whereas such a requirement does 

not exists at audit firm level. Therefore, the German setting provides a unique 

opportunity to examine whether the effect of engagement and review partner 

tenure is contingent on the audit firm tenure.690  

To investigate whether audit firm tenure moderates the effect of audit partner 

tenure, I run a three-way interaction analysis with the variables FT, EPT and 

RPT.691 Table 15 shows the effect of increasing engagement and review part-

ner tenure (EPT*RPT) on the propensity of issuing a GCO at various points 

of audit firm tenure.692  

  

                                                 

688  Cf. Trompeter (1994), pp. 56 ff. 
689  Cf. Chang/Hwang (2003), pp. 207 ff. 
690  A cooling-off period of two years exists, after which the audit partner can be re-en-

gaged. The anticipation of a potential future re-engagement might therefore have a 
countervailing effect. 

691  For a more in-depth description of three-way interactions, see Aiken/West (1993), 
pp. 49 ff.; Jaccard/Turrisi (2003), pp. 43 ff. 

692  In Model B, there are no observations where FT ≥ 13. 
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Table 15 

Effect of Engagement and Review Partner Tenure on the Propensity of Issuing a GCO 
at Various Points of Audit Firm Tenure 

 Model A Model B 
 EPT*RPT EPT*RPT 
FT Coeff. Wald  Coeff. Wald  
1 0.3444 2.6420   1.0057 7.4348 *** 
2 0.2641 2.2157   0.8082 7.0465 *** 
3 0.1839 1.5856   0.6106 6.3246 ** 
4 0.1036 0.7456   0.4131 4.8979 ** 
5 0.0234 0.0510   0.2155 2.2836   
6 -0.0569 0.3145   0.0179 0.0208   
7 -0.1371 1.4367   -0.1796 1.5969   
8 -0.2174 2.4699   -0.3772 4.1157 ** 
9 -0.2976 3.1173 * -0.5747 5.6419 ** 
10 -0.3779 3.4876 * -0.7723 6.4724 ** 
11 -0.4581 3.7010 * -0.9698 6.9483 *** 
12 -0.5384 3.8281 * -1.1674 7.2408 *** 
13 -0.6186 3.9064 ** - -  
14 -0.6988 3.9563 ** - -  
15 -0.7791 3.9887 ** - -  
16 -0.8593 4.0102 ** - -  

*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests. 

 

The results show that increasing engagement and review partner tenure have 

a positive effect on the propensity of issuing a GCO and that the positive 

effect decreases with ongoing audit firm tenure. Whether the differences of 

the effect of engagement and review partner tenure at various points of audit 

firm tenure are significant is indicated by the three-way interaction term 

FT*EPT*RPT. The coefficient on FT*EPT*RPT is negative and significant 

in Model A (coeff. = -0.0802, p = 0.0462) and highly significant in Model B 

(coeff. = -0.1976, p = 0.0044). Thus, the differences of the effect of engage-

ment and review partner tenure at various points of audit firm tenure are sig-

nificant in both models. To my knowledge there is no theoretical framework 

investigating potential interaction effects of audit firm and audit partner ten-

ure, but the findings can be interpreted as follows: Limited quasi-rents in-

crease the level of independence of audit partners by increasing audit part-

ners’ propensity of issuing a GCO. Potentially unlimited quasi-rents at audit 

firm level, however, lead to the deterioration of audit quality, i.e. lower pro-

pensity of issuing a GCO, due to incentives in retaining clients. The interests 
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of the audit firm “trickle down” to individual audit partner level, which mod-

erate the positive effect of increasing audit partner tenure on audit quality.693 

Although the results of the primary and sensitivity analyses provide at best 

limited evidence for an association of audit firm tenure and audit quality (after 

controlling for engagement and review partner tenure), further analysis sug-

gest that this finding is due to opposing effects of audit firm and audit partner 

tenure on the propensity of issuing a GCO. The three-way interaction term is 

negative and significant, which indicates that increasing audit firm tenure has 

a negative effect on the propensity of issuing a GCO by negatively affecting 

the audit partners’ propensity of issuing a GCO. Thus, there is evidence that 

audit quality deteriorates with increasing audit firm tenure, which supports 

Hypothesis 3. 

5.1.5 Summary of the Results 

The above presented results provide at best limited evidence that extended 

audit firm tenure is associated with a lower propensity of issuing a GCO.694 

Hence, there is no convincing evidence that audit firm tenure is associated 

with audit quality. This finding is somewhat consistent with the results re-

ported by Louwers (1998), Francis/Yu (2009) and Boone et al. (2010), who 

do not find an association between audit firm tenure and the propensity of 

issuing a GCO, and is inconsistent with the results reported in Gei-

ger/Raghunandan (2002a) and Jackson et al. (2008), who report a positive 

association between audit firm tenure and the propensity of issuing a 

GCO ( 3.2.1). At audit partner level, I do not find evidence of an associa-

tion between engagement and review partner tenure and the propensity of is-

suing a GCO.695 Thus, the results fail to provide evidence of an association 

                                                 

693  When excluding observations where FT/EPT/RPT = 1, the coefficients on the 
interaction term becomes insignificant (Model A: coeff. = 0.0358, p = 0.7343; 
Model B: coeff. = -0.1858, p = 0.4716). When excluding observations of clients that 
“frequently” switch audit firms, the coefficient on the interaction term approaches 
significance in Model A (coeff. = -0.0554, p = 0.1003) and is significant in Model B 
(coeff. = -0.1889, p = 0.0264). 

694  For an overview of the results with regard to the test variables at audit firm level, see 
Appendix 80. 

695  For an overview of the results with regard to the test variables at audit partner level, 
see Appendix 81. 
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between engagement and review partner tenure and audit quality. This finding 

is inconsistent with the results of Carey/Simnett (2006), who report a negative 

association between audit partner tenure and the propensity of issuing a 

GCO ( 3.2.2). The inconsistent results might by due to differing institu-

tional settings and/or methodological differences in the research design.696 

For example Geiger/Raghunandan (2002a) use a different classification 

scheme to identify financially distressed companies, whereas Jackson et 

al. (2008) do not restrict the analysis to financially distressed companies.697 

Furthermore, both studies use an U.S. sample, where litigation risks are as-

sumed to be higher than in Germany.698 

I also test whether the effects of audit firm tenure and audit partner tenure are 

contingent on different audit firm-specific traits (audit firm size, industry ex-

pertise and audit office size) and different client sizes. The results do not sug-

gest that the effect of audit firm and audit partner tenure plays out differently 

for differing audit firm-specific traits and different client sizes. Furthermore, 

I do not find evidence that audit partner tenure plays out differently for dif-

fering levels of work experience. 

The results of the effect of audit firm tenure on audit quality without control-

ling for the effect of audit partner tenure (and vice versa) may be subject to 

omitted variable bias.699 Conclusions on whether to adopt or reject a manda-

tory audit firm rotation requirement would therefore be problematic. The re-

sults of the effect of audit firm tenure on the propensity of issuing a GCO 

after controlling for engagement and review partner tenure are similar to the 

results reported at audit firm and audit partner level.700 Hence, there is no 

convincing evidence that audit firm tenure is associated with audit quality. 

Further analysis, however, shows an interaction effect between audit firm ten-

ure and audit partner tenure. These results suggest that increasing engagement 

                                                 

696  Such differences also exists for the studies that yield consistent results. For example, 
rancis/Yu (2009) and Boone et al. (2010) only use clients of Big4 audit firms in their 
study. Cf. Francis/Yu (2009), p. 1521; Boone et al. (2010), p. 330. 

697  Cf. Geiger/Raghunandan (2002a), p. 72; Jackson et al. (2008), pp. 426. 
698  Cf. LaPorta et al. (2006), pp. 15 ff.; Francis (2011), p. 141. 
699  Cf. Bedard/Johnstone (2010), p. 68. 
700  For an overview of the results with regard to the test variables in the joint analysis, see 

Appendix 82. 
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and review partner tenure are associated with a higher propensity of issuing a 

GCO (possibly due to the effects of the mandatory rotation requirement in 

Germany) and that increasing audit firm tenure moderates the positive effect 

of increasing engagement and review partner tenure. Therefore, increasing 

audit firm tenure has detrimental effects on audit quality by negatively im-

pacting audit quality at audit partner level. In sum, the results suggest that 

increasing audit firm tenure is associated with lower audit quality. 
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5.2 Analysis II: Restatements 

5.2.1 Method and Model Specification 

The second proxy commonly used in auditing research is the probability of 

issuing a restatement. Companies that have been found to have published fi-

nancial statements containing material misstatements are forced to publicly 

disclose an error announcement ( 2.3.3.2).701 The incidences of restate-

ments are hand-collected from the federal registry (Bundesanzeiger).702 To 

test Hypotheses H1 to H3, the following logistic regressions are estimated.703 

Restate = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size 

+ β7Lev + β8pBank + β9Growth + β10MB + β11AC + β12Lag  

+ β13Busy + βjYear + βkIndustry + ε 

(17) 

Restate = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility  

+ β6RPAbility + β7Gender + β8Big4 + β9IndExp  

+ β10Office + β11Age + β12Size + β13Lev + β14pBank  

+ β15Growth + β16MB + β17AC + β18Lag + β19Busy  

+ βjYear + βkIndustry + ε 

(18) 

Restate = β0 + β1FT + β2EPT + β3RPT + β4EPExp + β5RPExp  

+ β6EPAbility + β7RPAbility + β8Gender + β9Big4 + β10IndExp  

+ β11Office + β12Age + β13Size + β14Lev + β15pBank  

+ β16Growth + β17MB + β18AC + β19Lag + β20Busy + βjYear  

+ βkIndustry + ε 

(19) 

                                                 

701  Cf. sec. 37q II 1 WpHG. 
702  https://www.bundesanzeiger.de/ebanzwww/wexsservlet (Last Accessed: Febru-

ary 28th, 2015) 
703  Firm and year subscripts are omitted for brevity. 

https://www.bundesanzeiger.de/ebanzwww/wexsservlet
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where: 

Restate = Dummy variable coded 1 if financial statements are re-
stated, and 0 otherwise; 

Growth = Growth of the client defined as the rate of net sales over 
the previous year; and 

Industry = Industry fixed-effects with the industry classification in 
accordance with Frankel et al. (2002).704 

All other variables are as defined in equation (16). The dependent variable 

Restate is a dummy variable and is coded 1 if a restatement is issued, and 0 

otherwise. The test variable for Hypothesis H1 is FT and measures the length 

of the audit firm tenure. The test variables for Hypotheses H2a and H2b are 

EPT and RPT, respectively and indicate the length of the engagement and 

review partner tenure. The primary test variable for Hypothesis H3 is FT after 

controlling for the effects of EPT and RPT. 

The variables controlling for client-specific traits are based on prior literature. 

The age and size of the client are included since more mature and larger cli-

ents are expected to have more sophisticated financial reporting systems. The 

variables Age and Size are therefore expected to be negatively correlated with 

the dependent variable Restate.705 Furthermore, including the variable Age 

reduces the risk that observed effects of the test variables are due to the cor-

relation with the age of the client.706 The leverage and the Zmijewski-score 

control for the client’s financial situation. Clients in severe financial distress 

might have more incentives to manipulate earnings and might also have fewer 

resources to dedicate to high quality financial reporting. The variables Lev 

and pBank are therefore expected to be positively correlated with the depend-

ent variable Restate.707 The growth rate in sales and the market-to-book ratio 

both control for the client’s growth. Rapidly growing clients might face 

greater pressure to maintain high growth rates, which might increase the prob-

ability to manipulate earnings in order to maintain the appearance of high 

                                                 

704  Cf. Frankel et al. (2002), p. 78. 
705  Cf. Johnson et al. (2002), p. 647; Blankley et al. (2014), p. 35. 
706  The age of the company is likely to be correlated with audit firm tenure. Cf. Stan-

ley/DeZoort (2007), p. 140. 
707  Cf. Summers/Sweeney (1998), pp. 140 ff.; Stanley/DeZoort (2007), p. 140; 

Chin/Chi (2009), p. 738; Ettredge et al. (2010), p. 338. 
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growth rates.708 Clients with high growth rates might also “outgrow” their 

accounting and control systems, which could increase the probability of mis-

statements.709 Therefore, the variables Growth and MB are expected to be 

positively correlated with the dependent variable Restate. Clients with 

stronger control environments might be less likely to issue a restatement since 

misstatements can be detected and corrected before the financial statements 

are disclosed. The existence of an audit committee is associated with a 

stronger control environment since its responsibilities include monitoring the 

accounting process and the effectiveness of the internal control system.710 The 

correlation of the variable AC with the probability of issuing a restatement is 

therefore expected to be negative. The length of the reporting lag may proxy 

audit effort. Larger reporting lags might indicate higher audit effort, which 

can results in a lower probability of issuing a restatement.711 However, larger 

reporting lags might also indicate risks associated with the audit.712 Therefore, 

no prediction is made on the direction of the variable Lag. Workload pressure 

might lead to impaired professional judgment and/or acceptance of weak cli-

ent explanation, which can diminish the capability to detect and report mis-

statements in the financial statements.713 The correlation of the variable Busy 

with the probability of a restatement is therefore expected to be positive. 

5.2.2 Descriptive Statistics  

The sample size is reduced to 1463 observations (from 1615 observations) 

due to missing data of variables controlling for client-specific traits. Table 16 

presents an overview of the descriptive statistics.714  

  

                                                 

708  Cf. Carcello/Nagy (2004), p. 60. 
709  Cf. Ettredge et al. (2010), pp. 338 f. 
710  Cf. sec. 107 III 2 AktG; DeFond/Jiambalvo (1991), pp. 648 f. 
711  Evidence for a direct link of audit effort and audit quality is provided by Ca-

ramanis/Lennox (2008). Cf. ibid., pp. 126 ff. 
712  Cf. Knechel et al. (2009), pp. 1628 f.; Blankley et al. (2014), pp. 28 f. 
713  Cf. López/Peters (2012), pp. 139 f.; Blankley et al. (2014), pp. 49 f. 
714  All continuous variables are winsorized at the 1st and 99th percentile to control for out-

liers. 
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Table 16 

Descriptive Statistics of Restatement Analysis 

Variable Mean Std.Dev. Min. Q1 Median Q3 Max. 
Restate 0.0260 0.1591 0.0000 0.0000 0.0000 0.0000 1.0000 
FT 5.8107 3.6680 1.0000 3.0000 5.0000 9.0000 17.0000 
EPT 2.7006 1.7056 1.0000 1.0000 2.0000 4.0000 7.0000 
RPT 2.8305 1.7082 1.0000 1.0000 2.0000 4.0000 7.0000 
EPExp 8.5442 5.4511 0.1648 4.5742 7.1456 11.1841 24.5769 
RPExp 14.9856 6.1610 2.8324 10.1209 14.0934 19.7143 30.1731 
EPAbility 0.0916 0.2885 0.0000 0.0000 0.0000 0.0000 1.0000 
RPAbility 0.1996 0.3998 0.0000 0.0000 0.0000 0.0000 1.0000 
Gender 0.1852 0.3886 0.0000 0.0000 0.0000 0.0000 1.0000 
Big4 0.6623 0.4731 0.0000 0.0000 1.0000 1.0000 1.0000 
IndExp 0.2711 0.2933 0.0011 0.0248 0.1810 0.4031 1.0000 
Office 14.9714 2.7483 8.7877 12.9501 15.0884 17.3325 19.3491 
Age 3.2177 1.1617 0.0000 2.3979 3.0445 4.3567 5.2364 
Size 12.5480 2.1508 8.1113 10.9652 12.1775 13.9264 18.4310 
Lev 0.1960 0.1789 0.0000 0.0419 0.1655 0.2959 0.9881 
pBank -3.2288 1.4118 -5.4048 -4.2513 -3.4386 -2.5783 4.1701 
Growth 0.0962 0.3144 -0.8338 -0.0335 0.0676 0.1784 2.1024 
MB 2.0782 2.2212 -3.4676 1.0153 1.5589 2.4799 14.6789 
AC 0.5140 0.5000 0.0000 0.0000 1.0000 1.0000 1.0000 
Lag 4.3278 0.3636 3.4012 4.1271 4.3175 4.4886 5.8579 
Busy 0.8469 0.3602 0.0000 1.0000 1.0000 1.0000 1.0000 

 

About 2.60% of the sample observations (38 observations) issue a restate-

ment. The mean of audit firm tenure is 5.8107, whereas the mean of engage-

ment and review partner tenure are 2.7006 and 2.8305, respectively. In 48 

cases (3.28%) the engagement partner is subject to a mandatory rotation. With 

regard to the review partner, there are 49 cases (3.35%). The means of en-

gagement and review partner’s work experience are 8.5442 years and 14.9856 

years, respectively. About 9.16% of the engagement partners carry an aca-

demic title. The percentage of review partners with an academic title is con-

siderably higher and amounts to 19.96%. In about 18.52% of the audit en-

gagements, the engagement and/or review partners are female. About 66.23% 

of the sample observations are audited by a Big4 audit firm. The average port-

folio share of clients from a specific industry for an audit firm amounts to 

27.11% of audited total assets from all served industries. The average size of 

an audit office proxied by the audited total assets is 35,631,923 T€. Given 

that the average value of total assets for a client is 3,960,641 T€, this means 
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that the average audit office has about 9 clients.715 With regard to the descrip-

tive statistics of the various client-specific traits, the average client is 45.8681 

years old, has a leverage of 19.60%, a bankruptcy score of -3.2288, a sales 

growth rate of 9.62% and a market-to-book ratio of 207.82%. About 51.40% 

of the sample observations have an audit committee. The average reporting 

lag is 81.6794 days. About 84.69% of the sample observations have the fiscal 

year-end in December.716 

5.2.3 Univariate Analysis 

In this section, I present univariate results with regard to the test variables, 

i.e. audit firm tenure, engagement partner tenure, and review partner tenure, 

and the frequency of restatements (Restate = 1). Figure 2 graphs the distribu-

tion by tenure. The pattern of the graphs indicates that the probability of issu-

ing a restatement decreases with ongoing audit firm, engagement partner and 

review partner tenure. More specific, 50% (19 out of 38 restatements) of the 

restatements occur within the first three consecutive audit engagements of the 

audit firm. This is comparable to the findings reported in Car-

cello/Nagy (2004).717 The percentage is even higher at audit partner level. 

About 84.21% (32 out of 38 restatements) and 73.68% (28 out of 38 restate-

ments) of the restatements occur within the first three consecutive audit en-

gagements of the engagement partner and review partner, respectively. The 

graph further reveals that the frequency of restatements is in the early periods 

of engagement and review partner tenure higher than the frequency of restate-

ments in the early periods of audit firm tenure. This might suggests that short 

engagement and review partner tenure have a greater influence on the issu-

ance of a restatement than short audit firm tenure. 

  

                                                 

715  The average number of total clients for an audit office is likely to be distorted due to 
Big4 audit firms having generally larger clients. The average value of total assets au-
dited by a Big4 audit firm amounts to 5,818,944 T€, whereas the average value of total 
assets audited by a non-Big4 audit firm amounts to only 315,506 T€. 

716  Please note that the reported values of the variables Office, Age, Size and Lag do not 
correspond to the values reported in Table 16 since these variables are logarithmized.   

717  Cf. Carcello/Nagy (2004), p. 63. 
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Figure 2 

Frequency of Restate = 1 by Audit Firm and Audit Partner Tenure 

 
Notes: 

FT   = Length of audit firm tenure, where the tenure of the audit firm equals the number of 
consecutive audits that the client has retained the same audit firm. 

EPT = Length of engagement partner tenure, where the tenure of the engagement partner 
equals the number of consecutive audits that the client has retained the same  
engagement partner. 

RPT = Length of review partner tenure, where the tenure of the review partner equals 
the number of consecutive audits that the client has retained the same review 
partner. 

Table 17 presents further univariate results. The mean value of audit firm ten-

ure is lower for clients issuing a restatement (FT: 5.2368 vs. 5.8325). At audit 

partner level, I find similar results. The length of the engagement and review 

partner tenure is lower for clients issuing a restatement (EPT: 2.0789 vs. 

2.7220, RPT: 2.4737 vs. 2.8431). The results of the Wilcoxon rank sum test 

show that only the mean differences for the variables EPT and RPT are (mar-

ginally) significant (at p < 0.05 and p < 0.1, respectively). Univariate results 

therefore suggest that audit firm tenure does not significantly differ between 

clients that issue a restatement and clients that do not. However, clients are 

more likely to issue a restatement in the early periods of engagement and re-

view partner tenure, which corroborates the findings of Figure 2. Audit part-

ner- and audit firm-specific characteristics do not differ significantly between 

clients that issue a restatement and that do not. With regard to client-specific 

characteristics, there is weak evidence that clients with higher bankruptcy 

scores are more likely to issue a restatement and that the presence of an audit 

0
2
4
6
8

10
12
14
16
18
20

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Tenure

Frequency of Restate = 1

FT EPT RPT



 156 

committee is associated with a lower probability of issuing a restatement. Fur-

thermore, there is weak evidence that clients with larger reporting lags are 

more likely to issue a restatement. 

The correlation matrix (see Table 18) does not suggest that multicollinearity 

issues bias the results. The majority of the correlations are above -0.4 and 

below 0.4. The largest variance inflation factors (VIF) do not exceed the value 

of 10.718 

Table 17 

Univariate Results of Restatement Analysis 

 Restatement 
(n = 38) 

No Restatement 
(n = 1425)   

Variables Mean Median Mean Median Diff. t-testa 

Test Variables       
FT 5.2368 3.5000 5.8325 5.0000 -1.4385  
EPT 2.0789 1.5000 2.7220 2.0000 -2.4535 ** 
RPT 2.4737 2.0000 2.8431 2.0000 -1.7902 * 

Audit Partner-Specific Variables          
EPExp 8.7564 7.0714 8.5466 7.1456 -0.1594  
RPExp 14.5523 14.5673 15.0003 14.1016 -0.4725  
EPAbility 0.0789 0.0000 0.0922 0.0000 -0.2784  
RPAbility 0.2105 0.0000 0.1992 0.0000 0.1728  
Gender 0.1579 0.0000 0.1851 0.0000 -0.4261  

Audit Firm-Specific Variables       
Big4 0.5789 1.0000 0.6643 1.0000 -1.0974  
IndExp 0.2517 0.0794 0.2716 0.1850 -0.8138  
Office 15.0254 15.0671 14.9731 15.0969 0.1687  

Client-Specific Variables     
Age 2.9019 2.8029 3.2286 3.0445 -1.3183  
Size 12.3081 11.9054 12.5596 12.1927 -0.6063  
Lev 0.2222 0.1805 0.1954 0.1652 0.9833  
pBank -2.8274 -3.0871 -3.2457 -3.4435 1.7359 * 
Growth 0.2061 0.1102 0.0935 0.0675 1.4570  
MB 1.9022 1.5376 2.0779 1.5589 -0.7863  
AC 0.3684 0.0000 0.5186 1.0000 -1.8278 * 
Lag 4.4087 4.4188 4.3247 4.3175 1.8382 * 
Busy 0.8684 1.0000 0.8459 1.0000 0.3799  

*,**,***  Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

a              Tests for mean differences are based on the Wilcoxon rank sum test.   

                                                 

718  Cf. Belsley et al. (1980), p. 156. 
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Table 18 

Spearman Correlation Matrix for Restatement Analysis 

 FT EPT RPT EPExp RPExp EPAbility RPAbility Gender Big4 IndExp 

FT 1.0000                   
EPT 0.3593*** 1.0000                 
RPT 0.3623*** 0.3934*** 1.0000               
EPExp 0.0845*** 0.2817*** 0.1056*** 1.0000             
RPExp 0.0973*** 0.0994*** 0.2368*** 0.1527*** 1.0000           
EPAbility -0.0195 -0.0345 0.0115 0.0359 0.0848*** 1.0000         
RPAbility 0.0753*** 0.0829*** 0.0400 0.1785*** 0.0216 0.0193 1.0000       
Gender -0.0181 -0.0539** -0.0339 -0.0586** -0.0952*** -0.0172 -0.0972*** 1.0000     
Big4 0.0335 -0.0563** -0.0351 0.0080 0.0050 0.0914*** -0.0376 0.0614** 1.0000   
IndExp 0.0700*** 0.0262 0.0529** 0.1177*** 0.0451* -0.0039 0.0659** -0.1086*** -0.3597*** 1.0000 
Office 0.1840*** 0.0152 -0.0150 0.1326*** 0.0888*** 0.1096*** 0.0962*** 0.0565** 0.6384*** -0.2317*** 
Age 0.2783*** 0.0754*** 0.0347 0.1434*** 0.1152*** 0.0319 0.0731*** -0.1131*** 0.1254*** 0.0975*** 
Size 0.2636*** 0.0684*** 0.0633** 0.2358*** 0.2054*** 0.0885*** 0.1705*** -0.1027*** 0.3915*** 0.0588** 
Lev 0.0899*** 0.0590** 0.0413 0.0511* 0.0888*** 0.0182 0.0233 -0.0049 0.1022*** -0.0100 
pBank 0.0435* 0.0213 0.0061 0.0218 0.0722*** 0.0097 0.0081 0.0053 0.0876*** -0.0340 
Growth -0.0584** -0.0137 -0.0128 0.0466* -0.0355 -0.0274 0.0032 0.0298 -0.0398 -0.0100 
MB -0.0032 -0.0140 -0.0395 0.0142 -0.0251 -0.0046 0.0791*** -0.0363 0.0362 -0.1067*** 
AudCom 0.1882*** 0.0161 0.0516** 0.1144*** 0.1424*** 0.0670** 0.0476* -0.0398 0.3497*** -0.0298 
Lag -0.2080*** -0.0779*** -0.0648** -0.1560*** -0.0434* -0.0959*** -0.1055*** 0.0136 -0.2272*** -0.0416 
Busy 0.0299 -0.0181 0.0328 -0.0163 -0.0014 0.0429 -0.0061 0.0513** 0.0536** -0.0309 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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Table 18 continued 

 Office Age Size Lev pBank Growth MB AC Lag Busy 

Office 1.0000                   
Age 0.2174*** 1.0000                 
Size 0.5560*** 0.3389*** 1.0000               
Lev 0.1358*** 0.0982*** 0.2900*** 1.0000             
pBank 0.0748*** 0.0166 0.1210*** 0.8661*** 1.0000           
Growth -0.0105 -0.1085*** 0.0519** -0.0811*** -0.1992*** 1.0000         
MB 0.0521** 0.0339 0.1059*** -0.1213*** -0.1906*** 0.1906*** 1.0000       
AC 0.3952*** 0.2551*** 0.5836*** 0.2132*** 0.1463*** -0.0235 0.0241 1.0000     
Lag -0.3346*** -0.1288*** -0.3888*** 0.0519** 0.1303*** -0.0420 -0.1655*** -0.3347*** 1.0000   
Busy 0.0363 0.0160 -0.0065 -0.0089 0.0007 -0.0109 0.0258 -0.0223 -0.0127 1.0000 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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5.2.4 Multivariate Analysis 

Univariate results do not suggest that audit firm tenure is associated with the 

probability of issuing a restatement. At audit partner level there is evidence 

that a restatement is more likely to be issued in the initial periods of the en-

gagement and review partner tenure. The results, however, do not control for 

possible other factors that might influence the probability of issuing a restate-

ment. Therefore, I perform a multivariate analysis.  

 Analysis at Audit Firm Level 

Table 19 shows the results of the regression used to test the relation between 

audit firm tenure and the probability of issuing a restatement.719 

Table 19 

Results from the Regression of Restate on Audit Firm Tenure and Control Variables 

                                                 

719  To conserve space, I do not report the results for the year and industry dummies. The 
year dummies for the fiscal years 2008 and 2009 are insignificant. Cf. Appendix 83. 

Restate = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7Lev + β8pBank  
+ β9Growth + β10MB + β11AC + β12Lag + β13Busy + Year and Industry Dummies + ε 

Variable Exp. Sign Coeff. Wald  

Test Variable    
FT +/- -0.0324 0.2624   

Audit Firm-Specific Variables      
Big4 - -0.5560 1.1852   
IndExp - -0.1705 0.0564   
Office - 0.1244 1.8787   

Client-Specific Variables      
Age - -0.1172 0.5050   
Size - 0.0937 0.6648   
Lev + -1.5382 1.1117   
pBank + 0.2792 2.4578   
Growth + 0.6710 1.3742   
MB + -0.0492 0.1240   
AC - -0.6707 3.1740 * 
Lag +/- 0.3892 0.3769   
Busy + -0.0340 0.0048   

Intercept  -6.2564 3.6409 * 
Nagelkerke R2  0.1080 
Number of Obs.  1463 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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The Hosmer-Lemeshow test indicates a good model fit (χ2 = 4.1534 and 

p = 0.8430). The Nagelkerke R2 equals to 0.1080 which is comparable to prior 

studies.720 As indicated in the univariate analysis, audit firm-specific charac-

teristics are not significant predictors of the probability of issuing a restate-

ment. From the set of variables controlling for client-specific characteristics, 

solely the coefficient on AC is marginally significant and negative. This pro-

vides weak evidence that the presence of an audit committee is associated 

with a lower probability of issuing a restatement. With regard to the test var-

iable, the coefficient on FT is negative and insignificant. Since the tenure ef-

fect may be more pronounced in the initial or later periods of audit firm ten-

ure, i.e. there is a non-monotonic relationship between audit firm tenure and 

the probability of issuing a restatement, I estimate equation (17) by replacing 

the continuous variable FT with the dummy variables FTShort or 

FTLong ( 4.2.1). Table 20 presents the results.721 

Table 20 

Results from Regressions of Restate on Dummy Variables for Short or Long Audit Firm 
Tenure and Control Variables 

 

                                                 

720  Cf. Carcello/Nagy (2004), p. 65; Krauß et al. (2015), p. 76. 
721  I do not report the results for the remaining variables since they remain qualitatively 

unchanged. Cf. Appendices 84-85. 

Restate = β0 + β1FTShort/FTLong + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7Lev  
+ β8pBank + β9Growth + β10MB + β11AC + β12Lag + β13Busy + Year and Industry 
Dummies + ε 

Variable Exp. 
Sign 

Coeff.  
(Wald)  

FTShort = 1 if FT ≤ 3 

FTShort +/- 0.6774 **  
(4.3229)  

Nagelkerke R2 0.1172   
Number of Obs. 1463  
FTLong = 1 if FT ≥ 11 

FTLong +/- 0.0736  
(0.0122)  

Nagelkerke R2 0.1071  
Number of Obs. 1463  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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The coefficient on FTShort is significantly positive (p = 0.0376), whereas 

FTLong is insignificant. This suggests that the probability of issuing a restate-

ment is more pronounced in the early periods of audit firm tenure and “tapers-

off“722 afterwards.723 To add more confidence in the reported results, I esti-

mate equation (17) with the previously defined alternative cut-off point to 

define short and long audit firm tenure ( 5.1.4.1). The coefficient on FTShort2 

remains positive and is marginally significant (coeff. = 0.7260, p = 0.0565), 

whereas the variables testing the effect of extended audit firm tenure remain 

insignificant (FTLong7, FTLong8, FTLong9 and FTLong10).724 These results provide 

evidence that the probability of issuing a restatement is higher in the early 

periods of audit firm tenure. 

Sensitivity Analysis 

A possible alternative explanation for a higher probability of issuing a restate-

ment in the early periods of audit firm tenure might be that companies (fre-

quently) switching audit firms are more likely to have financial reporting 

problems.725 To minimize the risk that the results are biased by these compa-

nies, I exclude observations of companies that frequently switch audit 

firms.726 The results remain qualitatively unchanged suggesting a low proba-

bility that the findings of the primary analysis are biased by companies that 

frequently switch audit firms.727 

Overall, the results of the primary and sensitivity analyses provide evidence 

that the probability of issuing a restatement is higher in the early periods of 

audit firm tenure, which supports Hypothesis H1. 

                                                 

722  Geiger/Raghunandan (2002a), p. 74. 
723  I also run equation (17) by including FTShort and FTLong to test a possible U-shaped 

form. The results do not suggest the presence of a U-shaped form. Cf. Appendix 86. 
724  Cf. Appendices 87-91. 
725  Cf. Carcello/Nagy (2004), pp. 66 f. 
726  A company is classified as a frequent switcher if having switched audit firms at least 

two times during the sample period. The sample size is reduced to 1303 observations 
(from 1463 observations), with 32 restatement observations (from 38 observations). 

727  Cf. Appendices 92-99. 
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Moderator Analyses 

To examine whether the effect of audit firm tenure differs across different 

audit firm-specific traits and client sizes, I perform moderator analyses 

( 5.1.4.1). The coefficients on the interaction terms FT*Big4, FT*IndExpD, 

FT*OfficeD, and FT*SizeD are insignificant. Thus, the results fail to provide 

evidence that the effect of audit firm tenure differs across different audit firm 

sizes, different levels of industry expertise, different audit office sizes and 

different client sizes.728 

 Analysis at Audit Partner Level 

Table 21 shows the results testing the relation between engagement and re-

view partner tenure and the probability of issuing a restatement.729 

Table 21 

Results from the Regression of Restate on Audit Partner Tenure and Control Variables 

                                                 

728  The coefficient on FT*Big4 equals to -0.0159 (p = 0.9100), on FT*IndExpD to 0.1468 
(p = 0.2990), on FT*OfficeD to 0.0143 (p = 0.9211), and on FT*SizeD to 0.1653 
(p = 0.2739). Running the moderator analysis with the dichotomous variable FTShort 
does not change the results qualitatively. The coefficient on FTShort*Big4 equals to 
0.5422 (p = 0.4344), on FTShort*IndExpD to -0.3939 (p = 0.6030), on FTShort*OfficeD to 
0.5873 (p = 0.3890), and on FTShort*SizeD to -0.5741 (p = 0.4166). 

729  Since the results with regard to the audit firm-specific and client-specific characteris-
tics remain qualitatively unchanged, I do not report them to conserve space. For an 
overview, see Appendix 100. 

Restate = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility + β6RPAbility + β7Gender 
+ β8Big4 + β9IndExp + β10Office + β11Age + β12Size + β13Lev + β14pBank + β15Growth  
+ β16MB + β17AC + β18Lag + β19Busy + Year and Industry Dummies + ε 

Variable Exp. Sign Coeff. Wald  

Test Variables    
EPT +/- -0.3070 4.9784 ** 
RPT +/- -0.0181 0.0182   

Audit Partner-Specific Variables    
EPExp - 0.0333 0.8897   
RPExp - 0.0044 0.0253   
EPAbility - -0.2183 0.1201   
RPAbility - -0.2539 0.2997   
Gender +/- -0.4562 0.7531   

Nagelkerke R2  0.1338 
Number of Obs.  1463 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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The Hosmer-Lemeshow test indicates a good model specification 

(χ2 = 5.4650 and p = 0.7069). The Nagelkerke R2 equals to 0.1336. Consistent 

with the findings of the univariate analysis, audit partner-specific character-

istics are not significant predictors of the probability of issuing a restatement. 

With regard to the test variables, the coefficient on EPT is negative and sig-

nificant (p = 0.0257), whereas RPT is insignificant. As at audit firm level, the 

effect of audit partner tenure may be more pronounced in the initial or later 

periods of audit partner tenure. Therefore, I estimate equation (18) by replac-

ing the continuous variables EPT and RPT with the dummy variables EPTShort 

and RPTShort or EPTLong and RPTLong ( 4.2.1). Table 22 presents an overview 

of the findings.730 

Table 22 

Results from Regressions of Restate on Dummy Variables for Short or Long Audit Part-
ner Tenure and Control Variables 

 

                                                 

730  The results with regard to the control variables remain qualitatively unchanged. 
Cf. Appendices 101-102. 

Restate = β0 + β1EPTShort/EPTLong + β2RPTShort/RPTLong + β3EPExp + β4RPExp + β5EPAbility  
+ β6RPAbility + β7EPGender + β8RPGender + β9Big4 + β10IndExp + β11Office + β12Age  
+ β13Size + β14Lev + β15pBank + β16Growth + β17MB + β18AC + β19Lag + β20Busy  
+ Year and Industry Dummies + ε 

Variable Exp. 
Sign 

Coeff.  
(Wald)  

EPTShort/RPTShort = 1 if EPT/RPT ≤ 3 

EPTShort +/- 0.9604 *  
(3.7548)  

RPTShort +/- -0.1436  
(0.1128)  

Nagelkerke R2 0.1241   
Number of Obs. 1463  
EPTLong/RPTLong = 1 if EPT/RPT ≥ 6 

EPTLong +/- -1.8069 * 
(2.8255)  

RPTLong +/- 0.5751  
(1.1235)  

Nagelkerke R2 0.1257  
Number of Obs. 1463  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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The coefficient on EPTShort is positive and on EPTLong negative. Both coeffi-

cients are marginally significant (p = 0.0527 and p = 0.0928, respectively). 

The variables RPTShort and RPTLong are insignificant.731 To strengthen the con-

fidence in the reported results, I estimate equation (18) with the previously 

defined alternative cut-off points ( 5.1.4.2). The coefficient on EPTShort2 

becomes insignificant, whereas EPTLong5 remains negative and marginally 

significant (coeff. = -1.0344, p = 0.0805). The coefficients on RPTShort2 and 

RPTLong5 are insignificant.732 Together, these results support the finding that 

the probability of issuing a restatement decreases with increasing engagement 

partner tenure, and that review partner tenure is not associated with the prob-

ability of issuing a restatement. 

Sensitivity Analyses 

To add more robustness to the reported results, I estimate equation (18) by 

excluding observations where FT ≤ 3 in order to minimize the risk that the 

observed effects of short engagement partner and review partner tenure are 

due to short audit firm tenure ( 5.1.4.2).733,734 The coefficient on EPT re-

mains negative and is marginally significant (coeff. = -0.2269, p = 0.0961). 

The coefficients on EPTShort and EPTLong become insignificant. With regard 

to review partner tenure, the coefficient on RPTLong is positive and becomes 

marginally significant (coeff. = 1.0081, p = 0.0707), whereas RPTShort remains 

insignificant. The results remain qualitatively unchanged when using the al-

ternative cut-off points.735 I also estimate equation (18) using the tenure of 

the audit partner team. The results are somewhat weaker but point into the 

same direction. The coefficient on Team is positive and marginally significant 

(coeff. = -0.3122, p = 0.0977), whereas the variables TeamShort and TeamLong 

                                                 

731  I also run equation (18) by including EPTShort and EPTLong as well as RPTShort and RPLong 
to test a possible U-shaped form. The results do not suggest the presence of a U-shaped 
form. Cf. Appendix 103. 

732  Cf. Appendices 104-105. 
733  Excluding observations with FT ≤ 3 removes a great part of the correlation in the sam-

ple. The Spearman correlation of FT and EPT drops from 0.3593 to -0.0832. The cor-
relation between FT and RPT drops from 0.3623 to -0.0875. 

734  The sample size is reduced to 954 observations (from 1463 observations). The number 
of restatements is reduced to 19 observations (from 38 observations). 

735  Cf. Appendices 106-110. 
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are insignificant. When redefining short audit partner team tenure, the coeffi-

cient on TeamShort2 becomes marginally significant and has a positive sign 

(coeff. = 0.9410, p = 0.0773). The coefficient on TeamLong5 remains insignif-

icant.736  

Overall, the results of the primary and sensitivity provide evidence that the 

probability of issuing a restatement decreases with increasing engagement 

partner tenure, which is consistent with Hypothesis H2a. Review partner ten-

ure is not associated with the probability of issuing a restatement, which is 

inconsistent with Hypothesis H2b.  

Moderator Analyses 

Analogously to the moderator analyses at audit firm level, I examine whether 

the effect of engagement and review partner tenure differs across different 

audit firm-specific characteristics and different client sizes. Furthermore, I 

test whether the effect of engagement and review partner tenure is contingent 

on the level of work experience. The interaction terms are insignificant, which 

suggest that the effect of engagement and review partner tenure does not sig-

nificantly differ across different audit firm sizes, different levels of industry 

expertise, different audit office sizes, different client sizes and different levels 

of work experience.737 

Interaction of Engagement and Review Partner Tenure 

To investigate a possible interaction effect between engagement and review 

partner tenure, I estimate equation (18) with the interaction term EPT*RPT. 

An asynchronous progression of engagement and review partner tenure might 

mitigate the loss of client-specific knowledge associated with a rota-

tion ( 5.1.4.2). The coefficient on the interaction term is insignificant (co-

eff. = 0.0418, p = 0.4745). Hence, the presence of an interaction effect cannot 

be substantiated. 

                                                 

736  Cf. Appendices 111-115. 
737  Running the moderator analysis with the dummy variables EPTShort and RPTShort does 

not change the results qualitatively. Cf. Appendices 116-117. 
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 Joint Analysis 

Table 23 shows the results of the regressions used to test the relation between 

audit firm tenure and the probability of issuing a restatement after controlling 

for engagement and review partner tenure.738 

Table 23 

Results from the Regressions of Restate on Audit Firm and Audit Partner Tenure and 
Control Variables 

 

The Hosmer-Lemeshow test indicates a good model fit (χ2 = 7.3134, 

p = 0.5032). The Nagelkerke R2 is 0.1341. The coefficient on FT is positive, 

whereas EPT and RPT are both negative. The test variables are with the ex-

ception of EPT insignificant (EPT: coeff. = -0.3119, p = 0.0176). The results 

testing a non-monotonic relationship show that only the coefficient on 

                                                 

738  To conserve space, I do not report the results of the audit firm-, audit partner-, and 
client-specific variables since they remain mostly unchanged. For a more detailed 
overview, see Appendices 118-120. 

Restate = β0 + β1FT/FTShort/FTLong + β2EPT/EPTShort/EPTLong + β3RPT/RPTShort/RPTLong  
+ β4EPExp + β5RPExp + β6EPAbility + β7RPAbility + β8Gender + β9Big4 + β10IndExp  
+ β11Office + β12Age + β13Size + β14Lev + β15pBank + β16Growth + β17MB + β18AC  
+ β19Lag + β20Busy + Year and Industry Dummies + ε 

Variable Exp. Sign Coeff. Wald  

Continuous Approach    
FT +/- 0.0179 0.1025  
EPT +/- -0.3119 5.6340 ** 
RPT +/- -0.0295 0.0497  

Nagelkerke R2  0.1341  
Number of Obs.  1463 

Dummy Approach: Short     
FTShort +/- 0.5882 2.0963  
EPTShort +/- 0.7824 2.3325  
RPTShort +/- -0.4328 0.7071  

Nagelkerke R2  0.1290  
Number of Obs.  1463 

Dummy Approach: Long   
FTLong +/- 0.0689 0.0100  
EPTLong +/- -1.0325 2.9856 * 
RPTLong +/- 0.5325 1.4970  

Nagelkerke R2  0.1232 
Number of Obs.  1463 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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EPTLong is marginally significant (p = 0.0933) and has a negative sign. Thus, 

the previously reported results that the probability of issuing a restatement is 

more pronounced in the initial periods of audit firm and engagement partner 

tenure cannot be corroborated in the joint analysis. Using the alternative cut-

off points yield similar results.739 Together, the results do not provide evi-

dence that audit firm tenure is associated with the probability of issuing a 

restatement after controlling for engagement and review partner tenure. How-

ever, I find evidence that the probability of issuing a restatement decreases 

with increasing engagement partner tenure, whereas the length of the review 

partner tenure is not a significant predictor. These findings corroborate the 

results of the univariate analysis that audit partner tenure might be a more 

decisive factor of the probability of issuing a restatement. 

Sensitivity Analysis 

To add more robustness to the reported results, I exclude observations of com-

panies that frequently switch audit firms ( 5.2.4.1). The results remain qual-

itatively unchanged.740 I also estimate equation (19) measuring audit partner 

tenure as the consecutive signatures that the client has retained the same two 

audit partners. The results are broadly consistent with the results reported in 

the primary analysis.741 Overall, the results of the sensitivity analyses are con-

sistent the results reported in the primary analysis. 

Further Analysis 

To test whether the effect of engagement and review partner tenure are dif-

ferent at various points of audit firm tenure, I run a three-way interaction anal-

ysis. In addition to the arguments presented in 5.1.4.3, increasing audit firm 

tenure may lead to increased client-specific knowledge that is accumulated at 

audit firm level (e.g. databases, communication channels, etc.). Newly ap-

pointed engagement and/or review partners could draw from the accumulated 

knowledge in the initial periods, which might attenuate the loss of client-spe-

                                                 

739  Cf. Appendices 121-125. 
740  Cf. Appendices 126-133. 
741  Cf. Appendices 134-141. 



 168 

cific knowledge at audit partner level. An increased risk of material misstate-

ments in the initial periods of engagement and review partner tenure could 

therefore be mitigated. Table 24 shows the effect of increasing engagement 

and review partner tenure (EPT*RPT) on the probability of issuing a restate-

ment at various points of audit firm tenure. The coefficient on the interaction 

term FT*EPT*RPT equals to -0.0065 and is insignificant (p = 0.7114), hence 

the the differences of th effect of engagement and review partner tenure at 

various points of audit firm tenure are insignificant. The presence of a inter-

action effect between audit firm and audit partner tenure can therefore not be 

substantiated.742 

Table 24 

Effect of Engagement and Review Partner Tenure on the Probability of Issuing a Re-
statement at Various Points of Audit Firm Tenure 

 

Overall, the results suggest that audit firm tenure is not associated with the 

probability of issuing a restatement after controlling for engagement and re-

view partner tenure, which is inconsistent with Hypothesis H3. However, 

                                                 

742  The coefficient on the interaction term remains insignificant when excluding 
observations of clients that “frequently” switch audit firms (coeff. = -0.0071, 
p = 0.7205). 

  EPT*RPT 
FT  Coeff. Wald  

1  0.0590 0.2392  
2  0.0526 0.2475  
3  0.0461 0.2538  
4  0.0396 0.2537  
5  0.0331 0.2379  
6  0.0267 0.1942  
7  0.0202 0.1228  
8  0.0137 0.0523  
9  0.0072 0.0117  
10  0.0007 0.0001  
11  -0.0057 0.0041  
12  -0.0122 0.0138  
13  -0.0187 0.0247  
14  -0.0252 0.0350  
15  -0.0317 0.0442  
16  -0.0381 0.0523  
17  -0.0446 0.0592  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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there is evidence that the probability of issuing a restatement decreases with 

increasing engagement partner tenure, whereas review partner tenure is not 

associated with the probability of issuing a restatement. 

5.2.5 Summary of the Results 

The above-presented results provide evidence that the probability of issuing 

a restatement is higher in the initial periods of audit firm tenure.743 Audit 

quality is therefore lower in the early periods of audit firm tenure. This is 

consistent with the results reported by Carcello/Nagy (2004) and Stanley/De-

Zoort (2007), who also report that restatements are more likely to be issued 

in the early periods of audit firm tenure ( 3.2.1). At audit partner level, I 

find evidence that the probability of issuing a restatement decreases with in-

creasing engagement partner tenure, and that review partner tenure is not as-

sociated with the probability of issuing a restatement.744 Audit quality there-

fore decreases with increasing engagement partner tenure, whereas the results 

fail to find evidence linking audit quality with review partner tenure. I also 

examine whether the effect of audit firm tenure and audit partner tenure dif-

fers across different audit firm-specific traits (audit firm size, industry exper-

tise and audit office size) and different client sizes. The results do not suggest 

that the effect of audit firm and audit partner tenure is contingent on differing 

audit firm-specific traits and different client sizes. Furthermore, I do not find 

evidence that audit partner tenure plays out differently for differing levels of 

work experience. 

Since results of the effect of audit firm tenure on audit quality may be subject 

to omitted variable bias when not controlling for the effect of audit partner 

tenure (and vice versa),745 I test the effect of audit firm tenure on the proba-

bility of issuing a restatement after controlling for engagement and review 

partner tenure. The results do not provide evidence that audit firm tenure is 

                                                 

743  For an overview of the results with regard to the test variables at audit firm level, see 
Appendix 142. 

744  For an overview of the results with regard to the test variables at audit partner level, 
see Appendix 143. 

745  Cf. Bedard/Johnstone (2010), p. 68. 
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associated with the probability of issuing a restatement.746 Hence, the results 

fail to provide evidence of an association between audit firm tenure and audit 

quality after controlling for engagement and review partner tenure. The ob-

served negative effect of short audit firm tenure on audit quality in the analy-

sis at audit firm level therefore “disappears” when controlling for engagement 

and review partner tenure. The positive effect of increasing engagement part-

ner tenure on audit quality, however, remains significant in the joint analysis. 

This suggests that the previously observed negative effect of short audit firm 

tenure on audit quality is mainly attributable to engagement partner tenure. 

This finding stresses the importance of controlling for audit partner tenure 

when investigating the effects of audit firm tenure on audit quality (and vice 

versa). An interaction effect between audit firm and audit partner tenure can-

not be substantiated. The results with regard to audit firm tenure fail to pro-

vide evidence of an association between audit firm tenure and audit quality. 

Nonetheless, the observed positive effect of increasing engagement partner 

tenure on audit quality suggests that mandatory audit firm rotation could have 

detrimental effects on audit quality since the rotation of the audit firm leads 

in most cases to the rotation of the engagement partner.747  

  

                                                 

746  For an overview of the results with regard to the test variables in the joint analysis, see 
Appendix 144. 

747  A rotation of the audit firm does not lead to a rotation of the audit partner, if the audit 
partner is hired by a new audit firm and takes the client with him to the new audit firm. 
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5.3 Analysis III: Meeting or Just Beating Analysts’ Forecasts 

5.3.1 Method and Model Specification 

The third proxy is the probability of meeting or just beating analysts’ fore-

casts. Although the profit threshold and prior year’s earnings are also used in 

auditing research,748 empirical evidence suggests that the use these bench-

marks is rather unsubstantiated.749 Empirical evidence also indicates that an-

alysts’ forecasts are the primary thresholds that are targeted ( 3.1.2.4.2). 

Therefore, I restrict the analysis to analysts’ forecasts. To identify clients that 

meet or just beat analysts’ forecasts, I calculate the forecast error, which is 

defined as the difference between the reported earnings per share by the client 

and the mean of the forecasted consensus earnings per share from analysts 

(EPSActual - EPSMean Consensus).750 Clients with forecasts errors between 0 and 

2 cents are classified as benchmark beaters.751 To test Hypotheses H1 to H3, 

the following logistic regressions are estimated.752 

MBEFE = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size  

+ β7OCF + β8Lev + β9pBank + β10Growth + β11MB 

+ β12Tax + β13AC + β14Lag + β15Busy + β16NoE + β17Std  

+ βkIndustry + βjYear + ε 

(20) 

MBEFE = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility  

+ β6RPAbility + β7Gender + β8Big4 + β9IndExp + β10Office  

+ β11Age + β12Size + β13OCF + β14Lev + β15pBank  

+ β16Growth + β17MB + β18Tax + β19AC + β20Lag + β21Busy  

+ β22NoE + β23Std + βkIndustry + βjYear + ε 

(21) 

                                                 

748  Cf. Frankel et al. (2002), p. 83; Menon/Williams (2004), pp. 1106 f.; Carey/Sim-
nett (2006), pp. 668 f.; Dechow et al. (2010), pp. 364 ff. 

749  Cf. Dechow et al. (2010), p. 365. 
750  Information on analysts is drawn from the I/B/E/S database. 
751  Cf. Krauß et al. (2015), p. 74. 
752  Firm and year subscripts are omitted for brevity. 
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MBEFE = β0 + β1FT + β2EPT + β3RPT + β4EPExp + β5RPExp  

+ β6EPAbility + β7RPAbility + β8Gender + β9Big4 + β10IndExp  

+ β11Office + β12Age + β13Size + β14OCF + β15Lev  

+ β16pBank + β17Growth + β18MB + β19Tax + β20AC  

+ β21Lag + β22Busy + β23NoE + β24Std + βkIndustry  

+ βjYear + ε 

(22) 

where: 

MBEFE = Dummy variable coded 1 if the client meets or just beats 
the analysts’ mean consensus earnings per share by 2 
cents, and 0 otherwise; 

Tax = Tax expenses scaled by total assets; 
NoE = Number of analysts making a forecast for the client; and 
Std = Standard deviation of forecasts made for the client. 

All other variables are as defined in equation (19). The dependent variable 

MBEFE is a dummy variable that takes the value 1 if the client meets or just 

beats analysts’ forecasts, and 0 otherwise. The test variable for Hypothesis 

H1 is FT and measures the length of the audit firm tenure. The test variables 

for Hypotheses H2a and H2b are EPT and RPT, respectively and indicate the 

length of the engagement and review partner tenure. The primary test variable 

for Hypothesis H3 is FT after controlling for the effects of EPT and RPT. 

I further include client-specific characteristics that have shown to yield an 

influence on the accuracy of analysts’ forecasts. The age of the client is in-

cluded to reduce the risk that observed results on the tenure variables are not 

caused by the correlation with the variable Age. Therefore, no prediction is 

made on the expected sign.753 Larger clients are more likely to be covered by 

more analysts. The greater scrutiny may lead to greater pressure to meet or 

just beat analysts’ forecasts. To control for these differences in the infor-

mation environment, I include the size of the client. The variable Size is there-

fore expected to be positively correlated with the dependent variable 

                                                 

753  Cf. Davis et al. (2009), pp. 526 f. 
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MBEFE.754 To control for the financial situation of the client, I include the 

operating cash flow, the leverage and the bankruptcy score. Higher levels of 

operating cash flow are associated with better current performance. Hence, 

the variable OCF is expected to be positively correlated with the dependent 

variable MBEFE. Higher levels of leverage and higher bankruptcy scores in-

dicate financial distress. Clients in financial distress might have heightened 

incentives to meet or just beat analysts’ forecasts to uphold contractual obli-

gations and reputation. Therefore, the variables Lev and pBank are expected 

to be positively correlated with the probability of meeting or just beating an-

alysts’ forecasts.755 Clients with higher growth levels might suffer more neg-

ative stock price reactions when missing analysts’ forecast.,756 These clients 

might have greater incentives to meet or just beat analysts’ forecasts.757 The 

growth of the client is approximated by the growth in sales and the market-

to-book ratio. The variables Growth and MB are both expected to be posi-

tively correlated with the dependent variable MBEFE.758 I also include the tax 

expenses since prior research indicates that tax expenses are used as a means 

to meet or just beat analysts’ forecasts.759 Since managers might use quanti-

tatively immaterial earnings overstatements/understatements (intentional 

misstatements) as a means to meet or just beat earnings benchmarks, the ar-

guments presented on the relation between the presence of an audit commit-

tee, the reporting lag and workload pressure and the probability of issuing 

restatements also apply on the probability of meeting or just beating analysts’ 

forecasts ( 5.2.1). Therefore, the variable AC is expected to be negatively 

associated with the dependent variable MBEFE, whereas Busy is expected to 

be positively correlated with the dependent variable MBEFE. No prediction is 

made with regard to the sign of the variable Lag. I further extend the equations 

by the number of analysts making a forecast and the forecasts’ dispersion to 

control for possible cross-sectional differences in the client’s information en-

vironment. Based on results of prior research, the variable NoE is expected to 

                                                 

754  Cf. Davis et al. (2009); Litt et al. (2014), p. 69. 
755  Cf. Davis et al. (2009), p. 527; Litt et al. (2014), p. 69. 
756  Cf. Skinner/Sloan (2002), pp. 289 ff. 
757  Cf. McVay et al. (2006), footnote 14. 
758  Cf. Carcello/Nagy (2004), p. 60; McVay et al. (2006), p. 588. 
759  Cf. Dhaliwal et al. (2004), pp. 431 ff. 
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be positively correlated with the probability of meeting or just beating ana-

lysts’ forecasts, whereas Std is expected to be negatively correlated with the 

probability of meeting or just beating analysts’ forecasts.760 

5.3.2 Descriptive Statistics 

The samples size is reduced to 1125 observations (from 1615 observations) 

due to missing data of variables controlling for client-specific traits. Table 25 

presents an overview of the descriptive statistics.761  

Table 25 

Descriptive Statistics of Meeting or Just Beating Analysts’ Forecasts Analysis 

Variable Mean Std.Dev. Min. Q1 Median Q3 Max. 

MBEFE 0.1084 0.3111 0.0000 0.0000 0.0000 0.0000 1.0000 
FT 5.9662 3.7422 1.0000 3.0000 5.0000 9.0000 17.0000 
EPT 2.7138 1.6920 1.0000 1.0000 2.0000 4.0000 7.0000 
RPT 2.8862 1.7159 1.0000 1.0000 3.0000 4.0000 7.0000 
EPExp 8.7538 5.5753 0.1648 4.7088 7.2033 11.9038 24.5769 
RPExp 15.0050 6.1268 2.8324 10.1209 14.1181 19.6786 30.1731 
EPAbility 0.0898 0.2860 0.0000 0.0000 0.0000 0.0000 1.0000 
RPAbility 0.2187 0.4135 0.0000 0.0000 0.0000 0.0000 1.0000 
Gender 0.1947 0.3961 0.0000 0.0000 0.0000 0.0000 1.0000 
Big4 0.6942 0.4609 0.0000 0.0000 1.0000 1.0000 1.0000 
IndExp 0.2647 0.2794 0.0011 0.0269 0.1850 0.3911 1.0000 
Office 15.1883 2.6542 8.7877 13.2633 15.2056 17.3667 19.3491 
Age 3.1232 1.1703 0.0000 2.3979 2.9444 4.0943 5.2364 
Size 12.8490 2.1254 8.1113 11.2005 12.5161 14.1010 18.4310 
OCF 0.0805 0.1228 -0.5424 0.0347 0.0831 0.1341 0.4323 
Lev 0.1864 0.1638 0.0000 0.0466 0.1601 0.2822 0.9881 
pBank -3.3385 1.2825 -5.4048 -4.2594 -3.5013 -2.6974 4.1701 
Growth 0.1103 0.2926 -0.8338 -0.0178 0.0795 0.1921 2.1024 
MB 2.0385 1.9227 -3.4676 1.0476 1.5826 2.4824 14.6789 
Tax 0.0252 0.0331 -0.0736 0.0054 0.0187 0.0392 0.1591 
AC 0.5716 0.4951 0.0000 0.0000 1.0000 1.0000 1.0000 
Lag 4.2764 0.3305 3.4012 4.0943 4.2905 4.4308 5.8579 
Busy 0.8507 0.3566 0.0000 1.0000 1.0000 1.0000 1.0000 
NoE 8.2302 9.1128 1.0000 1.0000 4.0000 12.0000 34.0000 
Std 0.1680 0.2863 0.0000 0.0000 0.0634 0.1960 1.6829 

 

Approximately 10.84% of the sample observations (122 observations) meet 

or just beat analysts’ forecasts by 2 cents or less. The mean length of audit 

firm tenure is 5.9662. The mean length of engagement partner tenure and re-

view partner tenure are about 2.7138 and 2.8862, respectively. In 35 cases 

                                                 

760  Cf. Davis et al. (2009), pp. 526 f. 
761  All continuous variables are winsorized at the 1st and 99th percentile to control for out-

liers. 
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(3.11%) the engagement partner is subject to a mandatory rotation. With re-

gard to the review partner, there are 38 cases (3.38%). The average length of 

engagement partner’s work experience is approximately 8.7538 years. The 

length of review partner’s work experience is about 15.0050 years. In about 

8.98% of the audit engagements, the engagement partner carries an academic 

title. The percentage of review partners that carry an academic title is with 

21.87% substantially higher. In about 19.47% of the audit engagements, the 

engagement and/or review partners are female. Approximately 69.42% of the 

sample observations are audited by a Big4 audit firm. The average portfolio 

share of clients from a specific industry for an audit firm amounts to 26.47% 

of audited total assets from all served industries. The average size of an audit 

office proxied by the audited total assets is 38,555,606 T€. Given that the 

average value of total assets for a client is 4,850,698 T€, this means that the 

average audit office has about 8 clients.762 With regard to the descriptive sta-

tistics of the various client-specific traits, the average client is 45.5236 years 

old, has an operating cash flow of 8.05% of total assets, a leverage of 18.64%, 

a bankruptcy score of -3.3385, a growth rate in sales of 11.03%, a market-to-

book ratio of 203.85%, and tax expenses equaling to 2.52% of total assets. 

About 57.16% of the sample observations have an audit committee. The av-

erage reporting lag is 81.6794 days. About 85.07% of the sample observations 

have the fiscal year end in December, and an average of 8.2302 analysts mak-

ing a forecast.763 

5.3.3 Univariate Analysis 

In this section, I present univariate results with regard to the test variables, 

i.e. audit firm tenure, engagement partner tenure and review partner tenure, 

and the frequency of benchmark beating observations (MBEFE = 1). Figure 3 

graphs the distribution by tenure.  

                                                 

762  The average number of clients for an audit office is likely to be distorted by Big4 audit 
firms having generally larger clients. The average value of total assets audited by a 
Big4 audit firm amounts to 6,827,062 T€, whereas the value of audited total assets by 
a non-Big4 audit firm amounts to only 363,661 T€. 

763  Please note that the reported values of the variables Office, Age, Size and Lag do not 
correspond to the values reported in Table 25 since these variables are logarithmized.   
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Figure 3 

Frequency of MBEFE = 1 by Audit Firm and Audit Partner Tenure 

 

Notes: 

FT   = Length of audit firm tenure, where the tenure of the audit firm equals the number of 
consecutive audits that the client has retained the same audit firm. 

EPT = Length of engagement partner tenure, where the tenure of the engagement partner 
equals the number of consecutive audits that the client has retained the same  
engagement partner. 

RPT = Length of review partner tenure, where the tenure of the review partner equals 
the number of consecutive audits that the client has retained the same review 
partner. 

The frequency of benchmark beating observations decreases with ongoing 

audit firm, engagement and review partner tenure. However, unlike at audit 

partner level, where the frequency of benchmark beating observations de-

creases somewhat continuously with increasing engagement and review part-

ner tenure, the frequency of benchmark beating observations by audit firm 

tenure is somewhat stable until the 6th consecutive engagement and begins to 

decrease continuously with the 7th consecutive engagement. Furthermore, the 

graph reveals that the frequency of benchmark beating observations is in the 

early periods of engagement and review partners tenure higher than in the 

early periods of audit firm tenure. This might suggest that short engagement 

and review partner tenure have a greater influence on the probability of meet-

ing or just beating analysts’ forecasts than short audit firm tenure. Table 26 

presents further univariate results.  

Table 26 

Univariate Results of Meeting or Just Beating Analysts’ Forecasts Analysis 
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 Beat 
(n = 122) 

No Beat 
(n = 1003)   

Variables Mean Median Mean Median Diff. t-testa 

Test Variables       
FT 6.0574 6.0000 5.9551 5.0000 5.9551  
EPT 2.9590 2.0000 2.6839 2.0000 2.6839  
RPT 3.0164 3.0000 2.8704 3.0000 2.8704  

Audit Partner-Specific Variables          
EPExp 8.3831 7.1799 8.7989 7.2335 -0.5553  
RPExp 13.3666 12.0701 15.2043 14.7582 -3.1275 *** 
EPAbility 0.0492 0.0000 0.0947 0.0000 -1.6603 * 
RPAbility 0.1967 0.0000 0.2213 0.0000 -0.6206  
Gender 0.1885 0.0000 0.1954 0.0000 -0.1812  

Audit Firm-Specific Variables       
Big4 0.5820 1.0000 0.7079 1.0000 -2.8486   
IndExp 0.2424 0.0829 0.2675 0.2081 -1.5405  
Office 14.4454 14.2419 15.2787 15.2945 -3.2817 *** 

Client-Specific Variables     
Age 2.9888 2.8904 3.1395 2.9444 -1.1955   
Size 11.9897 11.6751 12.9535 12.6263 -5.0302 *** 
OCF 0.1122 0.1033 0.0766 0.0820 2.4922 ** 
Lev 0.1439 0.1119 0.1916 0.1655 -3.7367 *** 
pBank -3.7090 -3.9874 -3.2934 -3.4451 -4.2111 *** 
Growth 0.1408 0.1124 0.1065 0.0776 1.8980 * 
MB 1.8153 1.4384 2.0657 1.6070 -1.5446  
Tax 0.0272 0.0221 0.0250 0.0186 1.1067  
AC 0.4836 0.0000 0.5823 1.0000 -2.0779 ** 
Lag 4.2996 4.3041 4.2736 4.2767 1.1409  
Busy 0.8197 1.0000 0.8544 1.0000 -1.0166  
NoE 5.4836 2.0000 8.5643 4.0000 -3.1975 *** 
Std 0.0352 0.0163 0.1841 0.0748 -6.9210 *** 

*,**,***  Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

a              Tests for mean differences are based on the Wilcoxon rank sum test.   

 

The mean value of audit firm tenure is higher for clients meeting or just beat-

ing analysts’ forecasts (FT: 6.0574 vs. 5.9551). At audit partner level, I find 

similar results. The length of the engagement and review partner tenure is on 

average higher for clients meeting or just beating analysts’ forecasts (EPT: 

2.9590 vs. 2.6839, RPT: 3.0164 vs. 2.8704). These mean differences, how-

ever, are insignificant. Thus, univariate results do not suggest that audit firm 

tenure, engagement partner tenure, and review partner tenure are associated 

with the probability of meeting or just beating analysts’ forecasts. The results 

of the audit partner- and audit firm-specific control variables indicate strongly 

that clients are more likely to meet or just beat analysts’ forecasts when the 

level of review partner’s work experience is lower and when being audited 

by smaller audit offices. In addition, there is weak evidence that clients are 
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more likely to meet or just beat analysts’ forecasts when the engagement part-

ner does not carry an academic title. With regard to client-specific character-

istics, there is evidence that clients are more likely to meet or just beat ana-

lysts’ forecasts when being smaller, when having higher levels of operating 

cash flow, lower levels of leverage, lower bankruptcy scores, fewer analysts’ 

making a forecast, lower levels of forecasts’ dispersion, and no audit commit-

tee. Furthermore, there is some evidence that higher levels of growth in sales 

are associated with a higher probability of meeting or just beating analysts’ 

forecasts. 

The correlation matrix (see Table 27) does not suggest that multicollinearity 

issues bias the results. The majority of the correlations are above -0.4 and 

below 0.4. The largest variance inflation factors (VIF) do not exceed the value 

of 10.764 

 

                                                 

764  Cf. Belsley et al. (1980), p. 156. 
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Table 27 

Spearman Correlation Matrix for Meeting or Just Beating Analysts’ Forecasts Analysis  

 FT EPT RPT EPExp RPExp EPAbility RPAbility Gender Big4 IndExp Office Age 

FT 1.0000                       
EPT 0.3477*** 1.0000                     
RPT 0.3519*** 0.4011*** 1.0000                   
EPExp 0.0867*** 0.2951*** 0.0833*** 1.0000                 
RPExp 0.0821*** 0.1165*** 0.2435*** 0.1659*** 1.0000               
EPAbility -0.0233 -0.0338 0.0145 0.0172 0.0938*** 1.0000             
RPAbility 0.0831*** 0.0763** 0.0412 0.1929*** 0.0277 0.0445 1.0000           
Gender -0.0203 -0.0823*** -0.0126 -0.0877*** -0.0964*** -0.0052 -0.1297*** 1.0000         
Big4 -0.0148 -0.0772*** -0.0406 0.0460 0.0103 0.0802*** -0.0363 0.0437 1.0000       
IndExp 0.0746** 0.0253 0.0257 0.1151*** 0.0456 0.0225 0.0647** -0.1002*** -0.3405*** 1.0000     
Office 0.1425*** 0.0095 -0.0298 0.1718*** 0.1010*** 0.1144*** 0.0942*** 0.0629** 0.6224*** -0.1808*** 1.0000   
Age 0.3056*** 0.0922*** 0.0256 0.2038*** 0.1055*** 0.0530* 0.1079*** -0.1069*** 0.1134*** 0.1154*** 0.2071*** 1.0000 
Size 0.2549*** 0.0808*** 0.0561* 0.2612*** 0.1963*** 0.1123*** 0.1635*** -0.1347*** 0.3564*** 0.1062*** 0.5251*** 0.3659*** 
OCF 0.0727** -0.0213 0.0227 0.0184 -0.0171 -0.0079 0.0166 -0.0178 0.0844*** -0.0525* 0.1327*** 0.1128*** 
Lev 0.1020*** 0.0958*** 0.0642** 0.0792*** 0.0861*** -0.0194 0.0593** 0.0023 0.0727** 0.0658** 0.1481*** 0.0799*** 
pBank 0.0611** 0.0616** 0.0210 0.0533* 0.0720** -0.0216 0.0422 0.0194 0.0696** 0.0482 0.0925*** -0.0092 
Growth -0.0917*** -0.0166 -0.0209 0.0099 -0.0092 -0.0290 -0.0324 0.0223 -0.0457 -0.0283 -0.0540* -0.1167*** 
MB -0.0006 -0.0238 -0.0314 -0.0166 -0.0329 -0.0129 0.0633** -0.0325 0.0604** -0.1087*** 0.0411 0.0826*** 
Tax -0.0228 -0.0410 -0.0327 -0.0577* -0.0216 0.0565* 0.0248 -0.0371 -0.0044 -0.0413 -0.0125 0.0974*** 
AC 0.1782*** 0.0203 0.0349 0.1106*** 0.1368*** 0.0960*** 0.0235 -0.0371 0.3221*** -0.0077 0.3976*** 0.2952*** 
Lag -0.1437*** -0.0483 -0.0481 -0.1556*** -0.0785*** -0.1030*** -0.0911*** 0.0240 -0.2312*** -0.0491* -0.3315*** -0.1777*** 
Busy 0.0209 -0.0289 0.0365 -0.0216 -0.0098 0.0531* -0.0076 0.0674** 0.0575* -0.0778*** 0.0270 0.0112 
NoE 0.2084*** 0.0997*** 0.0658** 0.2042*** 0.1329*** 0.1125*** 0.1398*** -0.1535*** 0.2786*** 0.0614** 0.4021*** 0.2615*** 

Std 0.1006*** 0.0588** 0.0407 0.1800*** 0.1259*** 0.1143*** 0.0946*** -0.1335*** 0.2294*** 0.0728** 0.3140*** 0.1856*** 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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Table 27 continued 

 Size OCF Lev pBank2 Growth MB Tax AC Lag Busy NoE Std 

Size 1.0000                       
OCF 0.0784*** 1.0000                     
Lev 0.3529*** -0.1434*** 1.0000                   
pBank 0.2026*** -0.3614*** 0.8727*** 1.0000                 
Growth -0.0172 0.1005*** -0.0786*** -0.2040*** 1.0000               
MB 0.1012*** 0.2642*** -0.1259*** -0.2191*** 0.2061*** 1.0000             
Tax 0.0369 0.4115*** -0.2160*** -0.3956*** 0.2253*** 0.4013*** 1.0000           
AC 0.5739*** 0.0538* 0.2412*** 0.1921*** -0.0870*** 0.0213 -0.0476 1.0000         
Lag -0.4079*** -0.1367*** -0.0061 0.0610** 0.0339 -0.1637*** -0.0581* -0.3055*** 1.0000       
Busy -0.0568* 0.0149 -0.0401 -0.0134 -0.0105 0.0543* -0.0118 -0.0402 0.0061 1.0000     
NoE 0.7783*** 0.1151*** 0.2256*** 0.0950*** 0.0372 0.2397*** 0.1108*** 0.4650*** -0.3937*** -0.0066 1.0000   

Std 0.6224*** 0.0217 0.2127*** 0.1335*** 0.0092 0.1057*** 0.0541* 0.3380*** -0.2320*** -0.0280 0.7456*** 1.0000 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.   
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5.3.4 Multivariate Analysis 

Univariate results do not suggest that audit firm tenure, engagement partner 

tenure, and review partner tenure are associated with the probability of meet-

ing or just beating analysts’ forecasts. The results, however, do not control 

for possible other factors that might influence the probability of meeting or 

just beating analysts’ forecasts. Therefore, I perform a multivariate analysis. 

 Analysis at Audit Firm Level 

Table 28 shows the results of the regression analysis of the effect of audit firm 

tenure on the probability of meeting or just beating analysts’ forecasts.765 The 

Hosmer-Lemeshow test indicates a good model specification (χ2 = 6.6852 and 

p = 0.5709). The Nagelkerke R2 equals to 0.2089, which is within the range 

of the explanatory power reported in prior studies766 Audit firm-specific var-

iables are not significant predictors of the probability of meeting or just beat-

ing analysts’ forecasts. Hence, the finding of the univariate analysis that cli-

ents are more likely to meet or just beat analysts’ forecasts when being au-

dited by smaller audit offices cannot be corroborated in the multivariate anal-

ysis. From the set of variables controlling for client-specific characteristics, 

the results suggest that clients with higher levels of operating cash flow, lower 

market-to-book ratios, and lower analysts’ forecasts dispersion are more 

likely to meet or just beat analysts’ forecasts. Furthermore, there is weak ev-

idence that clients with higher growth rates in sales are also more likely to 

meet or just beat analysts’ forecasts. With regard to the test variable, FT is 

positive and insignificant. 

  

                                                 

765  To conserve space, I do not report the results for the year and industry dummies The 
year dummies for the fiscal years 2008 and 2009 are insignificant. Cf. Appendix 145. 

766  Davis et al. (2009) report a lower explanatory power (approximately 0.16), whereas 
Quick/Wiemann (2012) report a higher explanatory power (approximately 0.30). 
Cf. Davis et al. (2009), pp. 533 f.; Quick/Wiemann (2012), p. 1125. 
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Table 28 

Results from the Regression of MBEFE on Audit Firm Tenure and Control Variables 

 

Since the tenure effect may be more pronounced in the initial or later periods 

of audit firm tenure, i.e. there is a non-monotonic relationship between audit 

firm tenure and the probability of meeting or just beating analysts’ forecasts, 

I estimate equation (20) by replacing the continuous variable FT with the 

dummy variables FTShort or FTLong ( 4.2.1). Table 29 presents the results.767 

  

                                                 

767  I do not report the results for the remaining variables since they remain qualitatively 
unchanged. Cf. Appendices 146-147. 

MBEFE = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7OCF + β8Lev  
+ β9pBank + β10Growth + β11MB + β12Tax + β13AC + β14Lag + β15Busy + β16NoE  
+ β17Std + Year and Industry Dummies + ε 

Variable Exp. Sign Coeff. Wald  

Test Variable    
FT +/- 0.0301 0.8968   

Audit Firm-Specific Variables      
Big4 - -0.1259 0.1502   
IndExp - -0.4027 0.7960   
Office - -0.0540 0.8413   

Client-Specific Variables      
Age +/- 0.0663 0.3074   
Size + -0.0836 0.5313   
OCF + 2.5313 4.2761 ** 
Lev + -0.2014 0.0064   
pBank + -0.1432 0.1598   
Growth + 0.7879 3.4909 * 
MB + -0.1688 5.5299 ** 
Tax - -1.7000 0.2676   
AC - 0.1576 0.3965   
Lag +/- -0.0262 0.0061   
Busy + -0.2282 0.5564   
NoE + 0.0353 1.8417   
Std - -9.8177 15.2900 *** 

Intercept  0.2276 0.0082   
Nagelkerke R2  0.2089 
Number of Obs.  1125 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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Table 29 

Results from Regressions of MBEFE on Dummy Variables for Short or Long Audit Firm 
Tenure and Control Variables 

 

The coefficient on FTShort is negative and significant (p =0.0358) and FTLong 

is insignificant. Thus, clients are less likely to meet or just beat analysts’ ex-

pectations in the early periods of audit firm tenure.768 To add more confidence 

to the reported results, I estimate equation (20) with the previously defined 

alternative cut-off points for short and long audit firm tenure ( 5.1.4.1). The 

coefficient on FTShort2 is negative and becomes insignificant. Hence, the pre-

viously observed negative effect of short audit firm tenure on the probability 

of meeting or just beating analysts’ forecasts is sensitive to the cut-off point 

used to define short audit firm tenure. The coefficients testing the effect of 

extended audit firm tenure (FTLong7, FTLong8, FTLong9, and FTLong10) remain in-

significant.769 Together, these results provide only limited evidence that the 

probability of meeting or just beating analysts’ forecasts is lower in the early 

periods of audit firm tenure. 

                                                 

768  I also estimate equation (20) by including FTShort and FTLong to test a possible U-shaped 
form. The results do not suggest the presence of a U-shaped form. Cf. Appendix 148. 

769  Cf. Appendices 149-153. 

MBEFE = β0 + β1FTShort/FTLong + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7OCF  
+ β8Lev + β9pBank + β10Growth + β11MB + β12Tax + β13AC + β14Lag + β15Busy  
+ β16NoE + β17Std + Year and Industry Dummies + ε 

Variable Exp.  
Sign 

Coeff.  
(Wald)  

FTShort = 1 if FT ≤ 3    

FTShort +/- -0.4886 ** 
(4.4054)  

Nagelkerke R2 0.2143  
Number of Obs. 1125  
FTLong = 1 if FT ≥ 11    

FTLong +/- 0.0340  
(0.0082)  

Nagelkerke R2 0.2075  
Number of Obs. 1125  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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Sensitivity Analyses 

I run a battery of sensitivity analyses to check the robustness of the results. 

First, I use the median consensus of analysts’ forecasts to identify benchmark 

beating clients.770 The coefficient on FTShort becomes insignificant. The re-

maining tenure related variables are insignificant. Second, I change the cut-

off point for meeting or just beating analysts’ forecasts from 2 cents to 1 

cent.771 The results are similar to the reported results in the primary analysis. 

Third, I exclude clients that are likely to have engaged in real earnings man-

agement since research indicates that managers also take real economic ac-

tions in order to meet or just beat targeted benchmarks.772 Not excluding such 

clients could bias the results since it is not within the scope of the auditor’s 

responsibilities to prevent managers from taking (possibly disadvantageous) 

real economic actions. In order to identify clients that are likely to have en-

gaged in real earnings management, I follow the approach employed by Roy-

chowdhury (2006).773 Accordingly, abnormal levels of sales manipulation, 

i.e. “accelerating the timing of sales and/or generating unsustainable sales 

through increased price discounts or more lenient credit terms”,774 abnormal 

levels of reduction of discretionary expenditures, as well as abnormal levels 

of overproduction to reduce the cost of goods sold are indicators of real eco-

nomic actions taken by managers.775 In line with Cohen et al. (2008), I com-

bine the three different indicators of real earnings management to a compre-

hensive score, which is calculated as the sum of the three standardized indi-

cators.776 I delete observations that are within the highest and lowest decile 

per year and industry since I argue that these clients are most likely to have 

engaged in real earnings management.777 The coefficient on FTShort becomes 

                                                 

770  The number of observations where MBEFE = 1 increases to 142 observations. 
771  The number of observations where MBEFE = 1 decreases to 83 observations. 
772  Cf. Graham et al. (2005), pp. 32 ff. 
773  Cf. Roychowdhury (2006), pp. 335 ff. 
774  Ibid., p. 339. 
775  Methodologically, the abnormal level of sales manipulation, the abnormal level of the 

reduction of discretionary expenditures and the abnormal level of overproduction are 
calculated similar to the approach used to calculate discretionary accruals. Cf. Roy-
chowdhury (2006), pp. 344 f. 

776  Cf. Cohen et al. (2008), p. 766. 
777  The sample size is reduced to 834 observations (from 1125 observations), with 96 ob-

servations (from 122 observations) where analysts’ forecasts are met or just beaten. 
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insignificant, whereas the remaining tenure related variables are insignificant 

as well. Thus, the previously reported finding that clients are less likely to 

meet or just beat analysts’ forecasts within the first three engagements of the 

audit firm cannot be corroborated. Therefore, it cannot be ruled out that the 

results of the primary analysis may be to a certain extent confounded by cli-

ents that are likely to have engaged in real earnings management. Fourth, I 

exclude observations of clients that “frequently” meet or just beat analysts’ 

forecasts as well as companies that “frequently” switch audit firms.778,779 

“Frequently” meeting or just beating analysts’ forecasts makes an audit firm 

switch less likely, whereas excluding observations of companies that “fre-

quently” switch audit firms reduces the risk that the results are biased by “fre-

quent” audit firm switchers being less/more likely to meet or just beat ana-

lysts’ forecast. The results are similar to the results reported in the primary 

analysis. And fifth, following the approach of Menon/Williams (2004) and 

Carey/Simnett (2006), I also investigate whether audit firm tenure is associ-

ated with the probability of just missing analysts’ forecasts.780 If clients that 

just fall short of meeting or just beating the heuristic target are granted 

more/less discretion, then a lower/higher proportion of clients just missing 

the heuristic target is expected. The coefficients on the tenure related varia-

bles are insignificant.781  

The results of the sensitivity analyses do not fully support the findings of the 

primary analysis. Therefore, there is at best limited evidence that the proba-

bility of meeting or just beating analysts’ forecasts is lower in the initial peri-

ods of audit firm tenure, thus not supporting Hypothesis H1. 

                                                 

778  Clients are classified as frequently meeting or just beating analysts’ forecasts if having 
more than two observations in the sample period and meet or just beat analysts’ fore-
casts at least every other year. There are five clients that meet these criteria. The sample 
size is reduced to 1102 observations (from 1125 observations), with 107 observations 
(from 122 observations) where analysts’ forecasts are met or just beaten. 

779  A company is classified as a frequent switcher if having switched audit firms at least 
two times during the sample period. The sample size is reduced to 1015 observations 
(from 1125 observations), with 115 observations (from 122 observations) where ana-
lysts’ forecasts’ are met or just beaten. 

780  Cf. Menon/Williams (2004), pp. 1106 ff.; Carey/Simnett (2006), pp. 668 ff. 
781  For a complete overview of the results from the sensitivity analyses, see Appen-

dices 154-169. 
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Moderator Analyses 

To examine whether the effect of audit firm tenure differs across different 

audit firm-specific traits and client sizes, I run moderator analyses 

( 5.1.4.1). The coefficients on the interaction terms FT*Big4, FT*IndExpD, 

FT*OfficeD and FT*SizeD are insignificant. Thus, the results fail to provide 

evidence that the effect of audit firm tenure is contingent on audit firm sizes, 

different levels of industry expertise, different audit office sizes and different 

client sizes.782 

 Analysis at Audit Partner Level 

Table 30 shows the results of the regression used to test the relation between 

engagement and review partner tenure and the probability of meeting or just 

beating analysts’ forecasts.783 The Hosmer-Lemeshow test indicates a good 

model specification (χ2 = 4.5585 and p = 0.8036). The Nagelkerke R2 equals 

to 0.2263, which is comparable to the explanatory power reported in 

Carey/Simnett (2006).784 Consistent with the findings of the univariate anal-

ysis, I find strong evidence that the probability of meeting or just beating an-

alysts’ forecasts decreases with increasing work experience of the review 

partner. With regard to the test variables, the coefficients on EPT and RPT 

are both positive and insignificant. 

  

                                                 

782  The coefficient on FT*Big4 equals to 0.0452 (p = 0.4405), on FT*IndExpD to -0.0310 
(p = 0.6035), on FT*OfficeD to -0.0131 (p = 0.8304), and on FT*SizeD to -0.0043 
(p = 0.9422). The results remain similar when running the moderator analyses with the 
dichotomous variable FTShort. The coefficient on FTShort*Big4 equals to -0.4243 
(p = 0.3414), on FTShort*IndExpD to 0.7339 (p = 0.0988), on FTShort*OfficeD to -0.0972 
(p = 0.8380), and on FTShort*SizeD to 0.1842 (p = 0.7068). 

783  Since the results with regard to the audit firm-specific and client-specific characteris-
tics remain qualitatively unchanged, I do not report them to conserve space. Cf. Ap-
pendix 170. 

784  Carey/Simnett (2006) report an explanatory power of 0.21 using prior year’s earnings 
as the heuristic target. For the profit threshold, the explanatory power is with 0.09 
considerably lower. Cf. Carey/Simnett (2006), pp. 670 f. 
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Table 30 

Results from the Regression of MBEFE on Audit Partner Tenure and Control Variables 

 

As at audit firm level, the effect of audit partner tenure may be more pro-

nounced in the initial or later periods of audit partner tenure. Therefore, I es-

timate equation (21) by replacing the continuous variables EPT and RPT with 

the dummy variables EPTShort and RPTShort or EPTLong and RPTLong ( 4.2.1). 

Table 31 presents an overview of the findings.785 The coefficient on EPTShort 

is negative and marginally significant (p = 0.0536). The variables EPTLong, 

RPTShort and RPTLong are insignificant.786 To add more confidence to the re-

ported results, I estimate equation (21) with the previously defined alternative 

cut-off points ( 5.1.4.1). The coefficient on EPTShort2 becomes insignificant, 

whereas EPTLong5 becomes significant and is positive (coeff. = 0.5706, 

p = 0.0304). 

  

                                                 

785  The results with regard to the control variables remain qualitatively unchanged. 
Cf. Appendices 171-172. 

786  I also run equation (21) by including EPTShort and EPTLong as well as RPTShort and 
RPTLong to test a possible U-shaped form. The results do not suggest the presence of a 
U-shaped form. Cf. Appendix 173. 

MBEFE = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility + β6RPAbility + β7Gender + β8Big4 
+ β9IndExp + β10Office + β11Size + β12OCF + β13Lev + β14pBank + β15Growth + β16MB 
+ β17Tax + β18AC + β19Lag + β20Busy + β21Age + β22NoE + β23Std + Year and Industry 
Dummies + ε 

Variable Exp. Sign Coeff. Wald  

Test Variables    
EPT +/- 0.0734 1.2162   
RPT +/- 0.0700 0.9446   

Audit Partner-Specific Variables    
EPExp - 0.0084 0.1380   
RPExp - -0.0520 8.0166 *** 
EPAbility - -0.1072 0.0521   
RPAbility - 0.1309 0.2707   
Gender +/- -0.2331 0.8457   

Nagelkerke R2  0.2263 
Number of Obs.  1125 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests. 
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Table 31 

Results from Regressions of MBEFE on Dummy Variables for Short or Long Audit Part-
ner Tenure and Control Variables 

 

Together, these results provide only limited evidence that the probability of 

meeting or just beating analysts’ forecasts is lower in the initial periods of 

engagement partner tenure and higher in the later periods.787 

Sensitivity Analyses 

To test the robustness of the results, I run various sensitivity analyses. First, I 

exclude observations where FT ≤ 3 to minimize the risk that the observed 

results are confounded by short audit firm tenure ( 5.1.4.2).788,789 The coef-

ficients on EPTShort and EPTLong5 become insignificant. The remaining tenure 

related variables are insignificant as well. Thus, it cannot be ruled out that the 

previously reported negative/positive effect of short/long engagement partner 

                                                 

787  For an overview of the results, see. Appendices 174-175. 
788  Excluding observations with FT ≤ 3 removes a great part of the correlation in the sam-

ple. The Spearman correlation of FT and EPT drops from 0.3477 to -0.0792. The cor-
relation between FT and RPT drops from 0.3519 to -0.0981. 

789  The sample size is reduced to 747 observations, with 90 observations where analysts’ 
forecasts are met or just beaten. 

MBEFE = β0 + β1EPTShort/EPTLong + β2RPTShort/RPTLong + β3EPExp + β4RPExp + β5EPAbility  
+ β6RPAbility + β7Gender + β8Big4 + β9IndExp + β10Office + β11Size + β12OCF+ β13Lev  
+ β14pBank + β15Growth + β16MB + β17Tax + β18AC + β19Lag + β20Busy + β21Age  
+ β22NoE + β23Std + Year and Industry Dummies + ε 

Variable Exp.  
Sign 

Coeff.  
(Wald)  

EPTShort/RPTShort = 1 if EPT/RPT ≤ 3 

EPTShort +/- -0.4901 * 
(3.7249)  

RPTShort +/- -0.2500  
(0.9601)  

Nagelkerke R2 0.2323  
Number of Obs. 1125  
EPTLong/RPTLong = 1 if EPT/RPT ≥ 6 

EPTLong +/- 0.1615  
(0.1831)  

RPTLong +/- 
0.3723  

(0.9955)  

Nagelkerke R2 0.2235  
Number of Obs. 1125  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests  
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tenure on the probability of meeting or just beating analysts’ forecasts are 

confounded to a certain extent by short audit firm tenure. Second, I use the 

median consensus of analysts’ forecasts to identify benchmark beating cli-

ents. The coefficients on the tenure related variables are with the exception of 

RPT insignificant (RPT: coeff. = 0.1206, p = 0.0674). The results remain qual-

itatively unchanged when using the alternative cut-off points. Third, I change 

the cut-off point for meeting or just beating analysts’ forecasts from 2 cents 

to 1 cent. The coefficient on RPTShort becomes marginally significant and is 

negative (coeff. = -0.6049, p = 0.0519), whereas EPTShort and EPTLong5 be-

come insignificant. The coefficient on RPTLong and the coefficients on the al-

ternative cut-off points remain insignificant. Fourth, I exclude clients that are 

likely to have engaged in real earnings management ( 5.3.4.1). The results 

are again similar to the reported results of the primary analysis. Fifth, I ex-

clude observations of clients that “frequently” meet or just beat analysts’ fore-

casts. The results are similar to the results reported in the primary analysis. 

And sixth, I run the analyses with clients just missing analysts’ forecasts. The 

coefficients on the tenure related variables are insignificant. I also estimate 

equation (21) with the tenure of the audit partner team. The coefficients on 

Team and TeamLong are insignificant, whereas TeamShort is negative and sig-

nificant (coeff. = -0.5889, p = 0.0177). When redefining the cut-off points, 

TeamShort2 becomes insignificant, while TeamLong5 is positive and becomes 

marginally significant (coeff. = 0.6560, p = 0.0595). 

Overall, the results of the sensitivity analyses cannot fully corroborate the 

results of engagement partner tenure in the primary analysis.790 Hence, there 

is no convincing evidence that the probability of meeting or just beating ana-

lysts’ forecasts decreases with increasing engagement partner tenure. With 

regard to review partner tenure, the results of the primary and sensitivity anal-

yses are similar. Hypotheses H2a and H2b are therefore not supported.  

                                                 

790  For a complete overview of the results from the sensitivity analyses, see Appen-
dices 176-195. 
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Moderator Analyses 

Analogously to the moderator analyses at audit firm level, I examine whether 

the effect of engagement and review partner tenure differs across different 

audit firm-specific characteristics and different client sizes. The coefficients 

on the interaction terms are with the exception of EPT*OfficeD insignificant. 

The coefficient on EPT*OfficeD is negative and marginally significant (co-

eff. = -0.2542, p = 0.0624), which provides weak evidence that engagement 

partners from larger audit offices are less likely to be associated with clients 

meeting or just beating analysts’ forecasts with ongoing tenure compared to 

engagement partner from smaller audit offices. Overall, I do not find convinc-

ing evidence that different audit firm-specific characteristics and different cli-

ent sizes have moderating effects on engagement and review partner tenure. 

Furthermore, the results do not suggest that the effect of engagement and re-

view partner tenure is contingent on the level of work experience.791 

Interaction of Engagement and Review Partner Tenure 

To investigate a possible interaction effect between engagement and review 

partner tenure ( 5.1.4.2), I estimate equation (21) with the interaction term 

EPT*RPT. The coefficient is insignificant (coeff. = -0.0174, p = 0.6084). 

Hence, the presence of an interaction effect cannot be substantiated. 

 Joint Analysis 

Table 32 presents the results of the joint effect of audit firm, engagement 

partner and review partner tenure on the probability of meeting or just beating 

analysts’ forecasts.792 

  

                                                 

791  For an overview of the results, see Appendix 196. When running the moderator anal-
yses with the dummy variable EPTShort and RPTShort, the coefficients on the interaction 
terms are with the exception of RPTShort*OfficeD (coeff. = 0.7580, p = 0.0975) insig-
nificant. Cf. Appendix 197. 

792  To conserve space, I do not report the results of the audit partner-specific, audit firm-
specific and client-specific variables since they remain qualitatively unchanged. 
Cf. Appendices 198-200. 
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Table 32 

Results from the Regressions of MBEFE on Audit Firm and Audit Partner Tenure and 
Control Variables 

 

The Hosmer-Lemeshow test using the continuous approach indicates a good 

model fit (χ2 = 6.3677, p = 0.6061).793 The Nagelkerke R2 is 0.2264. The test 

variables, FT, EPT and RPT are positive and insignificant. The results testing 

a non-monotonic relationship do not provide evidence that short and long au-

dit firm and audit partner tenure are associated with the probability of meeting 

or just beating analysts’ forecasts. When estimating equation (22) with the 

alternative cut-off points, solely the coefficient on EPTLong5 becomes signifi-

cant (at p < 0.05) and has a positive sign.794 Together, the results do not sug-

gest that audit firm tenure is associated with the probability of meeting or just 

                                                 

793  The test statistics of the Hosmer-Lemeshow test using the dummy approach are insig-
nificant as well. 

794  For an overview of the results, see Appendices 201-205. 

MBEFE = β0 + β1FTShort/FTLong + β2EPTShort/EPTLong + β3RPTShort/RPTLong + β4EPExp  
+ β5RPExp + β6EPAbility + β7RPAbility + β8Gender + β9Big4 + β10IndExp + β11Office  
+ β12Size + β13OCF + β14Lev + β15pBank + β16Growth + β17MB + β18Tax + β19AC  
+ β20Lag + β21Busy + β22Age + β23NoE + β24Std + Year and Industry Dummies + ε 

Variable Exp. Sign Coeff. Wald  

Continuous Approach    
FT +/- 0.0091 0.0665  
EPT +/- 0.0689 0.9590  
RPT +/- 0.0662 0.8061  

Nagelkerke R2  0.2264  
Number of Obs.  1125 

Dummy Approach: Short     
FTShort +/- -0.2858 1.0211  
EPTShort +/- -0.3973 2.2420  
RPTShort +/- -0.1552 0.3408  

Nagelkerke R2  0.2338  
Number of Obs.  1125 

Dummy Approach: Long     
FTLong +/- -0.0260 0.0049  
EPTLong +/- 0.1626 0.1822  
RPTLong +/- 0.3734 0.9968  

Nagelkerke R2  0.2235  
Number of Obs.  1125 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests  
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beating analysts’ forecasts after controlling for engagement and review part-

ner tenure. Furthermore, the results provide at best limited evidence that the 

probability of meeting or just beating analysts’ forecasts is higher in the later 

periods of engagement partner tenure, whereas review partner tenure is not a 

significant predictor.  

Sensitivity Analyses 

I check the robustness of the results by running several sensitivity analyses. 

First, I use the median consensus of analysts’ forecasts. The coefficients on 

the tenure related variables are with the exception of RPT (coeff. = 0.1322, 

p = 0.0681) insignificant. Second, I change the cut-off point for meeting or 

just beating analysts’ forecasts from 2 cents to 1 cent. The coefficients on the 

tenure related variables are with the exception of FTLong9 (coeff. = -0.6137, 

p = 0.0595) insignificant. Third, I exclude clients that are likely to have en-

gaged in real earnings management. The results remain with the exception of 

FTShort2 qualitatively unchanged. The coefficient on FTShort2 becomes signifi-

cant and is negative (coeff. = -0.6799, p = 0.0466). Fourth, I exclude clients 

that “frequently” meet or just beat analysts’ forecasts. The results are similar 

to the results reported in the primary analysis. I also run the analysis by ex-

cluding “frequent” audit firms switchers. The results with regard to EPTLong5 

become weaker, whereas the remaining tenure related variables are insignifi-

cant. And fifth, I estimate equation (22) with clients just missing analysts’ 

forecasts. The tenure related variables are insignificant, which suggests that 

engagement partner and review partner tenure are not associated with the 

probability of just missing analysts’ forecasts. I also run equation (22) with 

the tenure of the audit partner team. The coefficients on FTShort and TeamShort 

are negative and marginally significant (FTShort: coeff. = -0.4011, p = 0.1000; 

TeamShort: coeff. = -0.4433, p = 0.0915), whereas TeamLong is insignificant. 

When running equation (22) with the alternative cut-off points, solely the co-

efficient on TeamLong5 is marginally significant and has a positive sign. Over-

all, the results of the sensitivity analyses are with regard to audit firm and 

review partner tenure consistent with the results of the primary analyses. The 
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results of engagement partner tenure in the primary analysis, however, cannot 

be fully corroborated in the sensitivity analyses. 795 

Further Analysis 

To investigate whether audit firm tenure moderates the effect of audit partner 

tenure, I run a three-way interaction analysis with the variables FT, EPT and 

RPT ( 5.1.4.3). Table 33 shows the effect of increasing engagement and 

review partner tenure (EPT*RPT) on the probability of meeting or just beat-

ing analysts’ forecasts at various points of audit firm tenure. 

Table 33 

Effect of Engagement and Review Partner Tenure on the Probability of Meeting or Just 
Beating Analysts’ Forecasts at Various Points of Audit Firm Tenure 

 

The results show that increasing engagement and review partner tenure has a 

negative effect on the probability of meeting or just beating analysts’ fore-

casts and that the negative effect decreases with ongoing audit firm tenure. 

Whether the differences of the effect of engagement and review partner tenure 

at various points of audit firm tenure are significant is indicated by the three-

                                                 

795  For a complete overview of the results, see Appendices 206-229. 

  EPT*RPT 
FT  Coeff. Wald  

1  -0.1837 4.4832 ** 
2  -0.1565 4.3500 ** 
3  -0.1293 4.0994 ** 
4  -0.1020 3.6311 * 
5  -0.0748 2.7931 * 
6  -0.0476 1.5243   
7  -0.0203 0.3157   
8  0.0069 0.0319   
9  0.0341 0.5816   
10  0.0613 1.3144   
11  0.0886 1.9275   
12  0.1158 2.3851   
13  0.1430 2.7205 * 
14  0.1702 2.9693 * 
15  0.1975 3.1580 * 
16  0.2247 3.3041 * 
17  0.2519 3.4199 * 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests  
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way interaction term FT*EPT*RPT. The coefficient on FT*EPT*RPT equals 

to 0.0272 and is significant (p = 0.0382). Therefore, the differences of the 

effect of engagement and review partner tenure at various points of audit firm 

tenure are significant. Similar to the results presented in the going-concern 

analysis ( 5.1.4.3), the results can be interpreted as follows: Limited quasi-

rents lead to a higher level of independence of audit partners by decreasing 

the probability of meeting or just beating analysts’ forecasts. Potentially un-

limited quasi-rents at audit firm level, however, lead to the deterioration of 

audit quality, i.e. a higher probability of meeting or just beating analysts’ fore-

casts. The interests of the audit firm “trickle down” to individual audit partner 

level, which moderate the positive effect of increasing audit partner tenure on 

audit quality.796 

Although the results of the primary and sensitivity analyses fail to find evi-

dence linking the probability of meeting or just beating analysts’ forecasts 

with audit firm tenure (after controlling for engagement partner tenure and 

review partner tenure), further analysis suggests that this finding is due to 

opposing effects of audit firm and audit partner tenure on the probability of 

meeting or just beating analysts’ forecasts. The three-way interaction term is 

positive and significant, which indicates that increasing audit firm tenure has 

a positive effect on the probability of meeting or just beating analysts’ fore-

casts by positively affecting the probability of meeting or just beating ana-

lysts’ forecasts at audit partner level. Thus, there is evidence that audit quality 

deteriorates with increasing audit firm tenure, which supports Hypothesis 3. 

                                                 

796  The results remain qualitatively unchanged when running the analysis with the median 
consensus analysts’ forecasts (coeff. =0.0166, p = 0.0681), when changing the cut-off 
point from 2 cents to 1 cent (coeff. = 0.0359, p = 0.0203), and when excluding 
observations of clients that “frequently” meet or just beat analysts’ forecasts 
(coeff. = 0.0200, p = 0.0401). The three-way interaction term is positive and 
approaches significance when excluding clients that are likely to have engaged in real 
earnings management (coeff. = 0.0251, p = 0.1234) and when excluding observations 
of clients that “frequently” switch audit firms (coeff. = 0.0148, p = 0.1254). 
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5.3.5 Summary of the Results 

The above-presented results provide at best limited evidence that the proba-

bility of meeting or just beating analysts’ forecasts is lower in the initial peri-

ods of audit firm tenure. Therefore, there is no convincing evidence that audit 

quality is associated with audit firm tenure.797 At audit partner level, there is 

no convincing evidence that the probability of meeting or just beating ana-

lysts’ forecasts is associated with engagement partner tenure. Similarly, the 

results do not provide evidence that review partner tenure is associated with 

the probability of meeting or just beating analysts’ forecasts. Therefore, the 

results fail to establish a link between engagement and review partner tenure 

and audit quality.798,799 The findings are somewhat more difficult to compare 

to prior evidence since prior studies use different benchmarks. For example, 

Carey/Simnett (2006) and Quick/Wiemann (2012) use the profit threshold and 

prior year’s earnings as the heuristic target. Davis et al. (2009) also use ana-

lysts’ forecasts as the heuristic target, but use a different approach to identify 

benchmark beating companies ( 3.2.2). 

I also test whether the effect of audit firm tenure and audit partner tenure is 

contingent on different audit firm-specific traits (audit firm size, industry ex-

pertise and audit office size) and different client sizes. The results do not pro-

vide convincing evidence that the effect of audit firm tenure and audit partner 

tenure differs across different audit firm-specific traits and different client 

sizes. Furthermore, I do not find evidence that the effect of audit partner ten-

ure is contingent on the work experience. 

Since results of the effect of audit firm tenure on audit quality may be subject 

to omitted variable bias when not controlling for the effect of audit partner 

                                                 

797  For an overview of the results with regard to the test variables at audit firm level, see 
Appendix 230. 

798  For an overview of the results with regard to the test variables at audit partner level, 
see Appendix 231. 

799  To my knowledge, there is no published study that investigates the effect of audit part-
ner tenure on the probability of meeting or just beating analysts’ forecasts. Solely 
Carey/Simnett (2006) provide evidence using the profit threshold and prior year’s earn-
ings. They report no association between audit firm tenure and the profit threshold, 
and a lower probability of meeting or just beating prior year’s earnings in the initial 
periods of audit partner tenure ( 3.2.2). 
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tenure (and vice versa),800 I test the effect of audit firm tenure on the proba-

bility of meeting or just beating analysts’ forecasts after controlling for en-

gagement and review partner tenure. The results do not provide evidence that 

audit firm tenure is associated with audit quality after controlling for engage-

ment and review partner tenure.801 Further analysis, however, indicates the 

presence of an interaction effect between audit firm tenure and audit partner 

tenure. The results suggest that increasing engagement and review partner 

tenure is associated with a lower probability of meeting or just beating ana-

lysts’ forecasts (possibly due to the effects of a mandatory rotation require-

ment) and that increasing audit firm tenure moderates the negative effect of 

increasing engagement and review partner tenure. Hence, increasing audit 

firm tenure has detrimental effects on audit quality by negatively impacting 

audit quality at audit partner level. In sum, the results suggest that increasing 

audit firm tenure is associated with lower audit quality. 

  

                                                 

800  Cf. Bedard/Johnstone (2010), p. 68. 
801  For an overview of the results with regard to the test variables in the joint analysis, see 

Appendix 232. 
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5.4 Analysis IV: Discretionary Accruals 

5.4.1 Method and Model Specification 

The last proxy is the magnitude of the discretionary accruals. As previously 

discussed, various prediction models have been put forward in order to extract 

the discretionary from the non-discretionary component of the total accruals. 

However, there is little evidence corroborating the superiority of a specific 

prediction model.802 Therefore, I use the following selection process. First, I 

estimate the previously discussed prediction models ( 3.1.2.5.2) in each in-

dustry803 and fiscal year t with a minimum of 10 observations.804 Second, I 

multiply the number of the observations used in each industry-year regression 

with the corresponding Adj. R2. The sum of the different products is then di-

vided by the number of total observations. Third, in line with McNichols 

(2002) and Ball/Shivakumar (2006) I assess the fitness of the prediction mod-

els by their explanatory power.805 The model with the highest average explan-

atory power is then used in the discretionary accruals analysis. From the esti-

mated prediction models, the model proposed by Ball/Shivakumar (2006) 

based on the DDM and using the level of cash flows as the loss proxy 

( equation (10)) has the overall highest average Adj. R2.806 Table 34 reports 

the results of the industry-year cross-sectional regressions. 

  

                                                 

802  Cf. Lim/Tan (2010), p. 934. 
803  Cf. I use the industry classification as defined in Frankel et al. (2002). Cf. ibid., p. 102. 
804  Cf. Ronen/Yaari (2008), p. 417. I use a cross-sectional estimation since empirical evi-

dence indicates the superiority of the cross-sectional estimation ( 3.1.2.5.2). 
805  Cf. McNichols (2002), p. 65; Ball/Shivakumar (2006), p. 210. 
806  The cross-sectional estimation of the coefficients assumes that companies in the same 

industry behave homogeneously. Hence, an effective grouping of companies with ho-
mogeneous operating characteristics is necessary to estimate more accurately the dis-
cretionary accruals. Therefore, I also use the two-digit SIC code and the industry clas-
sification proposed by Ernstberger et al. (2013). The Adj. R2 is highest for the industry 
classification according to Frankel et al. (2002). Cf. Ronen/Yaari (2008), p. 417; 
Ernstberger et al. (2013), p. 13; Hrazdil/Scott (2013), p. 16. For an overview, see Ap-
pendix 233. 
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Table 34 

Coefficient Estimates of Accruals Prediction Model 

Variable  Coeff. t-stats  

Intercept β0 -0.024 -1.1038  
1/At-1 β1 -74.0651 -0.1089  
OCFt-1/ At-1 β2 0.1759 1.5065  
OCFt/ At-1 β3 -0.6334 -3.5780 ** 
OCFt+1/ At-1 β4 0.1736 1.2844  
DOCFt/ At-1 β5 0.0058 -0.1214  
(DOCFt*OCFt)/At-1 β6 0.5590 0.2782  

Average Adj. R2  0.3971  
Average F-Value  10.0583  
Obs.  1848  

Notes: 

The table shows the mean values (weighted by the number of observations) from annual 
cross-sectional regressions. The used prediction model is the model proposed by Ball/Shiva-
kumar (2006), which is based on the model proposed by Dechow/Dichev (2002) and incor-
porates in addition the operating cash flow as the loss proxy. 

TAt/At-1 = β0 + β1(1/At-1)+ β2(OCFt-1/At-1) + β3(OCFt/At-1) + β4(OCFt+1/At-1)  
+ β5(DOCFt/At-1) + β6[(DOCFt*OCFt)/At-1] + εt 

TA is total accruals calculated as net income before extraordinary items less operating cash 
flow; OCF is the operating cash flow at year t-1, t and t+1; DOCFt is a dummy variable that 
takes the value 1 if the operating cash flow is negative, and 0 otherwise. All variables are 
scaled by prior year’s total assets (At-1). *, **,*** denote the significance levels at 0.1, 0.05 
and 0.01 (two-tailed tests). 
 

The average Adj. R2 equals to 0.3971 and exceeds the value reported in 

Ball/Shivakumar (2006) by approximately 0.1300.807 Furthermore, the F-Test 

also indicates that the prediction model is well-specified (F-Value = 10.0583, 

p = 0.0280). The mean coefficients808 β2, β3, and β4 have the expected 

signs.809 The interaction term β6 is as expected positive, which indicates a 

more timely recognition of losses.810,811 

                                                 

807  Cf. Ball/Shivakumar (2006), p. 220. 
808  The mean coefficients are calculated in the same manner as the mean Adj. R2. 
809  Cf. Dechow/Dichev (2002), pp. 40 f. No prediction of the direction for β5 is made. But 

if anything the sign of the coefficient should be positive. Cf. Ball/Shiva-
kumar (2006), p. 220. 

810  Cf. Ball/Shivakumar (2006), p. 221.  
811  The insignificance of the mean coefficients is likely to be caused by the relatively small 

sample size for each industry-year regression. The mean cell size amounts to only to 
38.5 observations. 
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Depending on managers’ objectives, earnings can be managed upwards and 

downwards. The absolute value of discretionary accruals (|DA|) captures both 

effects, and is a good indicator for the combined effect of income-increasing 

and income-decreasing earnings management decisions. Therefore |DA| 

measures the extent to which managers intervene in the financial reporting 

process.812 Since the direction of managers’ incentives is not clearly evident, 

I use |DA| to capture both effects.813 To test Hypotheses H1 to H3, the follow-

ing regressions are estimated.814  

|DA| = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size  

+ β7OCF + β8Lev + β9pBank + β10Growth + β11MB + β12AbsTA 

+ β13AC + β14Lag + β15Busy + βjYear + βkIndustry + ε 

(23) 

|DA| = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility  

+ β6RPAbility + β7Gender + β8Big4 + β9IndExp + β10Office  

+ β11Age + β12Size + β13OCF + β14Lev + β15pBank  

+ β16Growth + β17MB + β18AbsTA + β19AC + β20Lag + β21Busy  

+ βjYear + βkIndustry + ε 

(24) 

|DA| = β0 + β1FT + β2EPT + β3RPT + β4EPExp + β5RPExp + β6EPAbility  

+ β7RPAbility + β8Gender + β9Big4 + β10IndExp + β11Office  

+ β12Age + β13Size + β14OCF + β15Lev + β16pBank + β17Growth  

+ β18MB + β19AbsTA + β20AC + β21Lag + β22Busy  

+ βjYear + βkIndustry + ε 

(25) 

                                                 

812  Cf. Becker et al. (1998), p. 9; Johnson et al. (2002), p. 644. 
813  Cf. Warfield et al. (1995), p. 78; Chen et al. (2008), p. 421. 
814  Firm and year subscripts are omitted for brevity. 
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where: 

|DA| = Absolute value of the accrual quality measure scaled by 
prior year’s total assets; and 

AbsTA = Absolute value of total accruals scaled by prior year’s to-
tal assets. 

The dependent variable |DA| is the absolute value of discretionary accruals 

scaled by prior year’s total assets. The test variable for Hypothesis H1 is FT 

and measures the length of the audit firm tenure. The test variables for Hy-

potheses H2a and H2b are EPT and RPT, respectively and indicate the length 

of the engagement and review partner tenure. The primary test variable for 

Hypothesis H3 is FT after controlling for the effects of EPT and RPT. 

All other variables are as defined in equation (19). I include variables con-

trolling for other cross-sectional determinants of discretionary accruals. I con-

trol for the age and size of the client. The magnitude of discretionary accruals 

of clients changes with the life cycles and larger clients tend to have lower 

and more stable discretionary accruals.815 Furthermore, more mature and 

larger clients also tend to have more sophisticated financial reporting sys-

tems.816 The variables Age and Size are therefore expected to be associated 

with less extreme values of discretionary accruals. The level of operating cash 

flow is included because prior research documents an inverse relationship 

with the magnitude of discretionary accruals.817 Therefore, the variable OCF 

is expected to be associated with less extreme values of discretionary accru-

als. Since clients that are financially distressed are more likely to manage 

earnings, I include the leverage and the Zmijewski-score as measures for fi-

nancial distress.818 The variables Lev and pBank are therefore expected to be 

associated with more extreme values of discretionary accruals. Growth op-

portunities are likely to be positively associated with discretionary accru-

als.819 Growing clients are likely to invest in working capital items, such as 

                                                 

815  Cf. Anthony/Ramesh (1992), pp. 203 ff.; Dechow/Dichev (2002), pp. 46 ff.; Myers et 
al. (2003), p. 790; Chi/Huang (2005), p. 72. 

816  Cf. Johnson et al. (2002), p. 647. 
817  Cf. Dechow (1994), p. 27; Myers et al. (2003), p. 791; Chen et al. (2008), p. 428. 
818  Cf. Johnson et al. (2002), p. 647; Lim/Tan (2010), p. 936. 
819  Cf. Johnson et al. (2002), p. 647; Carey/Simnett (2006), p. 665; Gul et al. (2009), 

p. 270. 
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building up inventory and accounts receivable in order to support expected 

and concurrent sales growth.820 At the same time, high growth-companies are 

also more likely to manage earnings. Therefore, the variables Growth and MB 

are expected to be associated with more extreme values of discretionary ac-

cruals.821 I also include the variable AbsTA since clients with larger absolute 

values of accruals also tend to have larger discretionary accruals.822 An audit 

committee might function as an arbiter between the auditor and the manage-

ment when both parties have different views on how to apply GAAP. This 

might lead to more accurate financial reporting, which reduces the magnitude 

of discretionary accruals.823 The variable AC is therefore expected to be asso-

ciated with less extreme values of discretionary accruals. The effect of in-

creased reporting lag is ambivalent. On the one hand, larger reporting lags 

might indicate higher audit effort. On the other hand, they might also indicate 

higher risks associated with the audit.824 Thus, the sign of the variable Lag is 

not predicted. Lastly, I include the variable Busy to capture workload pres-

sure, which may impair professional judgment and/or lead to the acceptance 

of weak client explanations.825 The variable Busy is therefore expected to be 

associated with more extreme values of discretionary accruals. 

5.4.2 Descriptive Results 

The sample size is reduced to 1270 observations (from 1615 observations) 

due to missing data for variables controlling for client-specific characteristics. 

Table 35 presents an overview of the descriptive statistics.826 

  

                                                 

820  Cf. Menon/Williams (2004), p. 1140. 
821  Cf. Lim/Tan (2010), p. 936. 
822  Cf. Becker et al. (1998), p. 13. 
823  Cf. Klein (2002), p. 378. 
824  Cf. Knechel et al. (2009), pp. 1628 f.; Blankley et al. (2014), pp. 28 f. 
825  Cf. DeZoort/Lord (1997), pp. 44 ff.; López/Peters (2012), pp. 139 f.; Blankley et 

al. (2014), pp. 49 f. 
826  All continuous variables are winsorized at the 1st and 99th percentile to control for out-

liers. 
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Table 35 

Descriptive Statistics of Discretionary Accruals Analysis 

Variable Mean Std.Dev. Min. Q1 Median Q3 Max. 

|DA| 0.0448 0.0514 0.0000 0.0111 0.0293 0.0586 0.4112 
FT 6.0496 3.6407 1.0000 3.0000 6.0000 9.0000 17.0000 
EPT 2.7583 1.6934 1.0000 1.0000 2.0000 4.0000 7.0000 
RPT 2.8937 1.7040 1.0000 1.0000 3.0000 4.0000 7.0000 
EPExp 8.6205 5.4966 0.1648 4.6511 7.1799 11.6319 24.5769 
RPExp 15.1726 6.1790 2.8324 10.3297 14.7225 19.9615 30.1731 
EPAbility 0.0953 0.2937 0.0000 0.0000 0.0000 0.0000 1.0000 
RPAbility 0.2000 0.4002 0.0000 0.0000 0.0000 0.0000 1.0000 
Gender 0.1803 0.3846 0.0000 0.0000 0.0000 0.0000 1.0000 
Big4 0.6724 0.4695 0.0000 0.0000 1.0000 1.0000 1.0000 
IndExp 0.2714 0.2913 0.0011 0.0263 0.1830 0.4031 1.0000 
Office 15.0634 2.7127 8.7877 13.1297 15.1246 17.3622 19.3491 
Age 3.2839 1.1361 0.0000 2.3979 3.1355 4.4067 5.2364 
Size 12.6446 2.1395 8.1113 11.0102 12.2756 14.0122 18.4310 
OCF 0.0780 0.1175 -0.5424 0.0308 0.0801 0.1307 0.4323 
Lev 0.1946 0.1749 0.0000 0.0439 0.1655 0.2946 0.9881 
pBank -3.2721 1.3454 -5.4048 -4.2449 -3.4561 -2.6413 4.1701 
Growth 0.0866 0.2783 -0.8338 -0.0294 0.0661 0.1659 2.1024 
MB 2.0493 2.1524 -3.4676 1.0112 1.5441 2.4345 14.6789 
AbsTA 0.0847 0.0925 0.0000 0.0299 0.0577 0.1021 0.6024 
AC 0.5354 0.4989 0.0000 0.0000 1.0000 1.0000 1.0000 
Lag 4.3075 0.3537 3.4012 4.1109 4.3041 4.4659 5.8579 
Busy 0.8614 0.3456 0.0000 1.0000 1.0000 1.0000 1.0000 

 

The mean of |DA| equals to 4.48% of total assets. The mean length of audit 

firm tenure is 6.0496. The mean length of engagement partner tenure and re-

view partner tenure are about 2.7583 and 2.8937, respectively. In 41 cases 

(3.23%) the engagement and review partner are subject to a mandatory rota-

tion. The average length of engagement partner’s work experience is approx-

imately 8.6205 years. The length of review partner’s work experience is about 

15.1726 years. In about 9.53% of the audit engagements, the engagement 

partner carries an academic title. The percentage of review partners that carry 

in academic title is with 20.00% substantially higher. In about 18.03% of the 

audit engagements, the engagement and/or review partners are female. Ap-

proximately 67.24% of the sample observations are audited by a Big4 audit 

firm. The average portfolio share of clients from a specific industry for an 

audit firm amounts to 27.14% of audited total assets from all served indus-

tries. The average size of an audit office proxied by the audited total assets is 

36,853,881 T€. Given that the average value of total assets for a client equals 
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to 4,138,533 T€, this means that the average audit office has about nine cli-

ents.827 With regard to the descriptive statistics of the various client-specific 

traits, the average client is 57.8890 years old, has an operating cash flow of 

7.80% of total assets, a leverage of 19.46%, a bankruptcy score of -3.2721, a 

growth in sales of 8.66%, a market-to-book ratio of 204.93%, and an absolute 

value of total accruals of 8.47% of total assets. About 53.54% of the sample 

observations have an audit committee. The average reporting lag is 79.7496 

days and 86.14% of the sample observations have the fiscal year-end in De-

cember.828 

5.4.3 Univariate Analysis 

In this section, I present univariate results with regard to the test variables, 

i.e. audit firm tenure, engagement partner tenure, and review partner tenure, 

and the magnitude of discretionary accruals. Figure 4 graphs the distribution 

of |DA| by audit firm tenure, whereas  

Figure 5 portrays the distribution by engagement and review partner tenure. 

The mean and median of |DA| appear to decrease somewhat weakly with in-

creasing audit firm tenure, which might indicate that aggressive income-in-

creasing and income-decreasing accounting policies are constrained to a 

greater extent with ongoing audit firm tenure. With regard to the effect of 

engagement and review partner tenure on |DA|, a clear pattern is not visible. 

The pattern suggests a rather stable distribution over engagement and review 

partner tenure. Therefore, it appears that neither engagement partner tenure 

nor review partner tenure has an effect on the extent to which aggressive in-

come-increasing and income-decreasing accounting policies are constrained. 

  

                                                 

827  The average number of clients for an audit office is likely to be distorted due to Big4 
audit firms having generally larger clients. The average value of total assets audited by 
a Big4 audit firm amounts to 6,007,525 T€, whereas the value of audited total assets 
by a non-Big4 audit firm amounts to 301,707 T€. 

828  Please note that the reported values of the variables Office, Age, Size and Lag do not 
correspond to the values reported in Table 35 since these variables are logarithmized.   
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Figure 4 

Distribution of |DA| by Audit Firm Tenure 

 
Notes: 

FT_Mean/Median  = Length of audit firm tenure, where the tenure of the audit firm equals  
the number of consecutive audits that the client has retained the same 
audit firm for the mean/median value of |DA|. 

 

Figure 5 

Distribution of |DA| by Engagement and Review Partner 

 
Notes: 

EPT_Mean/Median  = Length of engagement partner tenure, where the tenure of the en- 
gagement partner equals the number of consecutive audits that the 
client has retained the same engagement partner for the mean/median 
value of |DA|. 

RPT_Mean/Median  = Length of review partner tenure, where the tenure of the review partner  
equals the number of consecutive audits that the client has retained the 
same review partner for the mean/median value of |DA|. 
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To perform further univariate analysis, I split the sample at the median of 

|DA| and compare the mean values of the sample with clients recording |DA| 

above the median with clients recording |DA| below the median. Table 36 

shows an overview of the results.  

Table 36 

Univariate Results of Discretionary Accruals Analysis 

 Above Median 
(n =635 ) 

Below Median 
(n = 635)   

Variables Mean Median Mean Median Diff. t-testa 

Test Variables       
FT 5.8362 5.0000 6.2630 6.0000 1.8925 * 
EPT 2.7480 2.0000 2.7685 2.0000 -0.0658  
RPT 2.8677 3.0000 2.9197 3.0000 0.5417  

Audit Partner-Specific Variables          
EPExp 8.2265 7.0604 9.0145 7.8599 2.0606 ** 
RPExp 14.8562 14.0797 15.4891 15.0110 1.4955  
EPAbility 0.0898 0.0000 0.1008 0.0000 0.6686  
RPAbility 0.1701 0.0000 0.2299 0.0000 2.6646 *** 
Gender 0.1984 0.0000 0.1622 0.0000 -1.6780 * 

Audit Firm-Specific Variables       
Big4 0.6535 1.0000 0.6913 1.0000 1.4343  
IndExp 0.2736 0.1755 0.2691 0.1858 0.2086  
Office 14.7524 14.9807 15.3744 15.2945 3.8737 *** 

Client-Specific Variables     
Age 3.1469 2.9957 3.4210 3.3673 4.2422 *** 
Size 12.2007 11.8150 13.0885 12.8369 7.9030 *** 
OCF 0.0756 0.0760 0.0803 0.0820 1.2716  
Lev 0.1861 0.1467 0.2031 0.1744 2.2386 ** 
pBank -3.2443 -3.4517 -3.3000 -3.4645 -0.1480  
Growth 0.0779 0.0644 0.0952 0.0688 1.0281  
MB 2.0765 1.4755 2.0220 1.5762 1.6303  
AbsTA 0.1011 0.0705 0.0684 0.0476 -6.5458 *** 
AC 0.4772 0.0000 0.5937 1.0000 4.1617 *** 
Lag 4.3437 4.3307 4.2714 4.2627 -3.8244 *** 
Busy 0.8598 1.0000 0.8630 1.0000 0.1622  

*,**,***  Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

a              Tests for mean differences are based on the Wilcoxon rank sum test.   

 

The mean value of audit firm tenure is lower for clients recording |DA| 

above the median (FT: 5.8362 vs. 6.2630). The mean value of engagement 

and review partner tenure is only slightly higher for clients recording |DA| 

below the median (EPT: 2.7480 vs. 2.7685, RPT: 2.8677 vs. 2.9197). The 

results of the Wilcoxon rank sum test show that the mean difference for the 

variable FT is marginally significant, whereas the mean differences are in-

significant for the variables EPT and RPT. Therefore, univariate results pro-

vide weak evidence that higher levels of |DA| are associated with shorter au-
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dit firm tenure, whereas engagement and review partner tenure are not asso-

ciated with |DA|. These results are consistent with the results presented in 

Figure 4 and  

Figure 5. The results of the audit partner-specific and audit firm-specific con-

trol variables provide evidence that clients of engagement partners with lower 

levels of work experience, with review partners that do not carry an academic 

title and that clients that are audited by smaller audit offices are more likely 

to record higher levels of |DA|. Furthermore, there is weak evidence that cli-

ents are more likely to record higher levels of |DA| when the engagement 

and/or review partner are female. With regard to the variables controlling for 

client-specific characteristics, there is evidence that clients that are younger 

and smaller, that have lower levels of leverage, higher levels of absolute val-

ues of total accruals, no audit committee, and larger reporting lags are more 

likely to record higher levels of |DA|. 

The correlation matrix (see Table 37) does not suggest that multicollinearity 

issues bias the results. The majority of the correlations are above -0.4 and 

below 0.4. The largest variance inflation factors (VIF) do not exceed the value 

of 10.829 

 

                                                 

829  Cf. Belsley et al. (1980), p. 156. 
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Table 37 

Spearman Correlation Matrix for Discretionary Accruals Analysis 

 FT EPT RPT EPExp RPExp EPAbility RPAbility Gender Big4 IndExp Office 

FT 1.0000                     
EPT 0.3147*** 1.0000                   
RPT 0.3161*** 0.3443*** 1.0000                 
EPExp 0.0696** 0.2823*** 0.0702** 1.0000               
RPExp 0.0540* 0.0654** 0.2179*** 0.1456*** 1.0000             
EPAbility -0.0346 -0.0433 0.0033 0.0338 0.0659** 1.0000           
RPAbility 0.0676** 0.0973*** 0.0383 0.1733*** 0.0298 0.0201 1.0000         
Gender -0.0015 -0.0493* -0.0199 -0.0303 -0.0765*** -0.0121 -0.0927*** 1.0000       
Big4 0.0148 -0.0730*** -0.0438 0.0332 -0.0104 0.1078*** -0.0288 0.0278 1.0000     
IndExp 0.1000*** 0.0255 0.0519* 0.1212*** 0.0565** -0.0191 0.0659** -0.1005*** -0.3393*** 1.0000   
Office 0.1541*** -0.0132 -0.0355 0.1409*** 0.0642** 0.1147*** 0.0919*** 0.0459 0.6368*** -0.2084*** 1.0000 
Age 0.2441*** 0.0583** 0.0057 0.1611*** 0.0924*** 0.0175 0.0813*** -0.1094*** 0.1224*** 0.1140*** 0.2138*** 
Size 0.2581*** 0.0435 0.0475* 0.2482*** 0.1927*** 0.0879*** 0.1780*** -0.1150*** 0.3819*** 0.0859*** 0.5467*** 
OCF 0.0865*** 0.0008 0.0216 0.0461 -0.0396 0.0028 0.0520* 0.0044 0.0852*** -0.0453 0.1579*** 
Lev 0.0918*** 0.0597** 0.0440 0.0616** 0.0903*** 0.0157 0.0468* 0.0060 0.1025*** -0.0172 0.1391*** 
pBank 0.0435 0.0252 0.0085 0.0410 0.0764*** 0.0090 0.0231 0.0024 0.0829*** -0.0256 0.0634** 
Growth -0.0145 0.0033 0.0014 0.0436 -0.0282 -0.0446 0.0153 0.0234 -0.0202 -0.0227 0.0305 
MB 0.0086 0.0017 -0.0315 0.0167 -0.0412 -0.0238 0.0856*** -0.0583** 0.0056 -0.0837*** 0.0359 
AbsTA -0.0423 0.0133 -0.0395 -0.0880*** -0.1216*** -0.0340 -0.0159 0.0465* -0.0540* -0.0658** -0.0978*** 
AC 0.1673*** -0.0125 0.0372 0.1188*** 0.1262*** 0.0704** 0.0550* -0.0554** 0.3401*** -0.0163 0.3791*** 
Lag -0.1653*** -0.0344 -0.0256 -0.1626*** 0.0003 -0.0896*** -0.1291*** 0.0179 -0.2166*** -0.0520* -0.3309*** 
Busy 0.0308 -0.0163 0.0382 -0.0335 -0.0212 0.0447 -0.0084 0.0554** 0.0528* -0.0084 0.0356 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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Table 37 continued 

 Age Size OCF Lev pBank2 MB Growth AbsTA AC Lag Busy 

Age 1.0000                     
Size 0.3608*** 1.0000                   
OCF 0.0478* 0.1304*** 1.0000                 
Lev 0.1127*** 0.2944*** -0.1511*** 1.0000               
pBank 0.0267 0.1444*** -0.3573*** 0.8879*** 1.0000             
Growth -0.0749*** 0.0569** 0.1345*** -0.0916*** -0.1861*** 1.0000           
MB 0.0463 0.1031*** 0.2469*** -0.1127*** -0.1907*** 0.1990*** 1.0000         
AbsTA -0.1298*** -0.1949*** 0.2053*** -0.2669*** -0.2444*** 0.1526*** 0.2793*** 1.0000       
AC 0.2765*** 0.5770*** 0.0780*** 0.2183*** 0.1572*** -0.0155 0.0206 -0.1049*** 1.0000     
Lag -0.1311*** -0.3901*** -0.1666*** 0.0533* 0.1268*** -0.0600** -0.1756*** 0.0568** -0.3038*** 1.0000   
Busy 0.0191 -0.0248 0.0311 -0.0183 -0.0049 -0.0195 0.0401 0.0228 -0.0396 -0.0256 1.0000 

*, **, *** Significance levels at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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5.4.4 Multivariate Analysis 

Univariate results provide weak evidence that increasing audit firm tenure is 

associated with decreasing |DA|, whereas engagement and review partner ten-

ure are not associated with |DA|. The results, however, do not control for pos-

sible other factors that might influence the magnitude of |DA|. Therefore, I 

perform a multivariate analysis. 

 Analysis at Audit Firm Level 

Table 38 shows the results of the regression analysis of the effect of audit firm 

tenure on the magnitude of |DA|.830 The Adj. R2 equals to 0.2934, which is 

comparable to the explanatory power reported in prior studies.831 Audit firm-

specific characteristics are not significant predictors of the magnitude of |DA| 

in the multivariate analysis. Hence, the finding in the univariate analysis that 

higher levels of |DA| are associated with smaller audit office sizes cannot be 

corroborated. The results from the set of variables controlling for client-spe-

cific characteristics provide evidence that higher levels of |DA| are associated 

with lower levels of leverage, higher bankruptcy scores, higher absolute val-

ues of total accruals, and longer reporting lags. Furthermore, there is weak 

evidence that higher levels of |DA| are associated with lower market-to-book 

ratios. There is also evidence that the presence of an audit committee is asso-

ciated with lower levels of |DA|. With regard to the test variable, the coeffi-

cient on FT is negative and insignificant. 

  

                                                 

830  To conserve space, I do not report the results for the year and industry dummies. The 
year dummy for the fiscal year 2008 is not significant. However, the coefficient on the 
year dummy for the fiscal year 2009 is positive and marginally significant. Cf. Appen-
dix 234. 

831  Cf. e.g. Chen et al. (2008), p. 431; Quick/Wiemann (2011), p. 929. The Adj. R2 reported 
by Johnson et al. (2002) is substantially lower (approximately 0.083), whereas Frankel 
et al. (2002) report an Adj. R2 of over 0.40. Cf. Frankel et al. (2002), p. 92; Johnson et 
al. (2002), p. 650. 
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Table 38 

Results from the Regression of |DA| on Audit Firm Tenure and Control Variables 

 

The extent to which aggressive accounting policies are constrained, however, 

might differ between income-increasing and income-decreasing earnings 

management. There is empirical evidence that managers are more likely to 

engage in income-increasing earnings management and that the auditor might 

constrain income-increasing management decisions to a greater extent since 

litigation risks are higher when income is overstated.832 Audit firm tenure 

might therefore be asymmetrically linked with positive and negative discre-

tionary accruals.833 To address this issue, I truncate the sample into clients 

                                                 

832  Cf. Kinney/Martin (1994), pp. 151 ff.; Nelson et al. (2002), pp. 193 f.; Myers et 
al. (2003), p. 783; Lennox et al. (2014), p. 1787. 

833  Cf. Menon/Williams (2004), p. 1114; Myers et al. (2003), pp. 790 ff.; Carey/Sim-
nett (2006), p. 667.  

|DA| = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7OCF + β8Lev + β9pBank  
+ β10Growth + β11MB + β12AbsTA + β13AC + β14Lag + β15Busy + Year and Industry  
Dummies + ε 

Variable Exp. Sign Coeff. t-stats  

Test Variable    
FT +/- -0.0002 -0.5431   

Audit Firm-Specific Variables      
Big4 - 0.0050 1.1221   
IndExp - 0.0032 0.4921   
Office - -0.0005 -0.5906   

Client-Specific Variables      
Age - -0.0006 -0.3972   
Size - 0.0015 1.0927   
OCF - 0.0433 1.5466   
Lev + -0.1001 -2.5090 ** 
pBank + 0.0171 3.0308 *** 
Growth + -0.0027 -0.4734   
MB + -0.0017 -1.7917 * 
AbsTA + 0.1808 4.4490 *** 
AC - -0.0089 -2.4559 ** 
Lag +/- 0.0142 3.0897 *** 
Busy + -0.0005 -0.1287   

Intercept  0.0451 1.1302   
Adj. R2  0.2934 
Number of Obs.  1270 
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  
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with positive discretionary accruals (DA+) and clients with negative discre-

tionary accruals (DA-) and estimate equation (23). Due to the truncation of 

the dependent variable at zero, the OLS regression may bias the estimates 

towards zero.834 For this reason, I estimate equation (23) using a maximum 

likelihood truncated regression.835 Table 39 presents the results with regard 

to the test variables and the audit firm-specific control variables.836 

Table 39 

Results from the Regressions of DA+ and DA- on Audit Firm Tenure and Control Var-
iables 

DA+/DA- = β0 + β1FT + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7OCF + β8Lev  
+ β9pBank + β10Growth + β11MB + β12AbsTA + β13AC + β14Lag + β15Busy  
+ Year and Industry Dummies + ε 

  DA+  DA- 

Variable Exp. 
Sign Coeff. t-stats  Exp. 

Sign Coeff. t-stats  

Test Variable         
FT +/- -0.0005 -1.4071   +/- -0.0001 -0.1954   

Audit Firm-Specific Variables            
Big4 - 0.0052 1.3897   + -0.0035 -0.6560   
IndExp - 0.0132 2.3700 ** + -0.0039 -0.5008   
Office - 0.0001 0.1338   + 0.0006 0.6728   

Number of Obs.  701   569  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

 

The coefficient on IndExp becomes significant in the income-increasing sub-

sample. Contrary to my expectation, the coefficient is positive, which indi-

cates that audit firms with higher levels of industry expertise constrain ag-

gressive income-increasing accounting policies to a lesser extent. With regard 

to the test variable, FT remains insignificant in both subsamples. Since the 

tenure effect may be more pronounced in the initial or later periods of audit 

firm tenure, i.e. there is a non-monotonic relationship between audit firm ten-

ure and the magnitude of discretionary accruals, I estimate equation (23) by 

replacing the continuous variable FT with the dummy variables FTShort or 

FTLong ( 4.2.1). Table 40 presents the results.837 

                                                 

834  Cf. Greene (2012), pp. 873 ff. 
835  See also Myers et al. (2003), footnote 19; Chen et al. (2008), p. 429. 
836  The results for the client-specific control variables are presented in Appendix 235. 
837  For the results for the remaining variables, see Appendices 236-237. 
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Table 40 

Results from Regressions of |DA|, DA+ and DA- on Dummy Variables for Short or Long 
Audit Firm Tenure and Control Variables 

|DA|/DA+/DA- = β0 + β1FTShort/FTLong + β2Big4 + β3IndExp + β4Office + β5Age + β6Size + β7OCF  
+ β8Lev + β9pBank + β10Growth + β11MB + β12AbsTA + β13AC + β14Lag  
+ β15Busy + Year and Industry Dummies + ε 

  |DA|  DA+   DA-  

Variable Exp. 
Sign 

Coeff. 
(t-stats)  Coeff. 

(t-stats)  
Exp. 
Sign 

Coeff. 
(t-stats) 

 

FTShort = 1 if FT ≤ 3        

FTShort +/- 0.0009  0.0027  +/- 0.0016  
(0.2824)  (0.9689)  (0.4038)  

Adj. R2  0.2919  -   -  
Number of Obs. 1270  701   569  
FTLong = 1 if FT ≥ 11        

FTLong +/- -0.0009  -0.0074 *  -0.0046  
(-0.2208)  (-1.7692)  +/- (-0.8362)  

Adj. R2 0.2932  -  - -  
Number of Obs. 1270  701  569 701  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

 

The coefficients are with the exception of FTLong in the income-increasing 

subsample (coeff. = -0.0074, p = 0.0769) insignificant.838 To add more confi-

dence to the reported results, I estimate equation (23) with the previously de-

fined alternative cut-off points for short and long audit firm ten-

ure ( 5.1.4.1). The coefficients testing the effect of short and long audit firm 

tenure on the magnitude of |DA|, DA+ and DA- are insignificant. The ob-

served negative effect of long audit firm tenure on DA+ is therefore sensitive 

to the cut-off point.839 Together, these results fail to provide evidence that 

audit firm tenure is associated with the extent to which aggressive income-

increasing and/or income-decreasing accounting policies are constrained. 

Sensitivity Analyses 

An alternative explanation for more extreme values of |DA|, DA+ and DA- in 

the early periods of the engagement is that an audit firm change is more likely 

if the client is perceived as risky or performs poorly. At the same time less 

                                                 

838  I also run equation (23) by including FTShort and FTLong to test a possible U-shaped 
form. The results do not provide evidence for the presence of a U-shaped form. Cf. Ap-
pendix 238. 

839  For an overview, see Appendices 239-243. 
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extreme values of |DA|, DA+ and DA- in the later period of the engagement 

might be due to clients being perceived as less risky, which makes an audit 

firm change less likely.840 To address this endogeneity problem, I run equa-

tion (23) by excluding firms with extreme values of return on assets (RoA). 

Clients with RoA within the highest and lowest decile are excluded.841,842 As 

an alternative approach to test this endogeneity issue, I exclude observations 

of clients with “frequent” audit firm switches.843 The results of the analysis 

point into the same direction suggesting a low probability that the results re-

ported in the primary analysis are confounded by endogeneity issues.844 I also 

check the robustness of the results by running equation (23) with the predic-

tion model that has the second highest explanatory power, which is the  model 

proposed by Ball/Shivakumar (2006) based on the DDM using the change in 

                                                 

840  Cf. Chen et al. (2008), pp. 432 f. Endogenous regressors yield inconsistent OLS esti-
matiors and the test statistics are not valid anymore. Cf. Heij et al. (2004), pp. 397 f. 

841  Cf. Myers et al. (2003), p. 793. The sample size is reduced to 1080 observations (from 
1270 observations), with 656 observations in the income-increasing subsample (from 
701 observations) and 538 observations in the income-decreasing subsample (from 
569 observations). 

842  A more formal approach to address endogeneity issues is to run a two-stage least 
squares (2SLS) regression. In the first stage, the potential endogeneous variable (here: 
audit firm tenure), is regressed on an instrumental variable using the same set of control 
variables. In the second stage, the dependent variable is regressed on the fitted value 
of audit firm tenure obtained from the first stage regression and the same set of control 
variables. A critical point in the 2SLS-regression is finding a valid instrumental varia-
ble. Such an instrumental variable must have two properties. First, it must be (partially) 
correlated with the suspected endogenous variable. Second, it must be uncorrelated 
with the residuals. The first requirement can be tested on the base of the correlation 
between the endogenous and instrumental variable. The second requirement, however, 
cannot be tested empirically since the first-stage regression does not yield unbiased 
estimates of the instrumental variable(s) when the regressor is endogenous. Thus, the 
lack of the correlation between the instrumental variable and the residuals must be 
established argumentatively. Chen et al. (2008) use the age of the audit partner as an 
instrumental variable. Analogously, at audit firm level the age of the audit firm may 
be used as an instrumental variable. However, similar to the arguments presented for 
an association between the age of the client and the magnitude of discretionary accru-
als, the age of the audit firm may be correlated with the magnitude of discretionary 
accruals. Therefore, I use the less formal approach to address possible endogeneity 
issues. Cf. Heij et al. (2004), pp. 396 ff.; Chen et al. (2008), pp. 432 ff. 

843  A company is classified as a frequent switcher if having switched audit firms at least 
two times during the sample period. The sample size is reduced to 1133 observations 
(from 1270 observations), with 636 observations in the income-increasing subsample 
(from 701 observations) and 497 observations in the income-decreasing subsample 
(from 569 observations). 

844  Cf. Appendices 244-259. 
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operating cash flow as the loss proxy.845 The results are consistent with the 

results reported in the primary analysis.846  

Overall, the results of the primary and sensitivity analyses fail to provide ev-

idence that the magnitude of discretionary accruals is associated with audit 

firm tenure, thus Hypothesis H1 is not supported. 

Moderator Analyses 

To examine whether the effect of audit firm tenure differs across different 

audit firm-specific traits and client size, I run moderator analyses ( 5.1.4.1). 

The coefficients on the interaction terms FT*Big4, FT*IndExpD, FT*OfficeD, 

and FT*SizeD are insignificant. Thus, the results fail to provide evidence that 

the effect of audit firm tenure differs across different audit firm sizes, differ-

ent levels of industry expertise, different audit office sizes and different client 

sizes.847 

 Analysis at Audit Partner Level 

Table 41 presents the results of the regressions used to test the relation be-

tween engagement and review partner tenure and the magnitude of discretion-

ary accruals.848 The Adj. R2 equals to 0.2919, which is considerable higher 

than the explanatory power reported in prior studies.849 From the set of vari-

ables controlling for audit partner-specific traits, solely the coefficient on 

RPExp is in the income-decreasing subsample marginally significant and has 

a positive sign. This provides weak evidence that higher levels of review part-

ner’s work experience are associated with less aggressive income-decreasing 

accounting policies. With regard to the test variables, the coefficients on EPT 

and RPT are negative and insignificant. 

Table 41 

                                                 

845  Cf. Appendix 233. 
846  Cf. Appendices 260-267. 
847  Cf. Appendix 268. 
848  The results with regard to the audit firm-specific characteristics remain qualitatively 

unchanged. For a complete overview of the results, see Appendix 269. 
849  Carey/Simnett (2006) report an Adj. R2 of 0.040 and Chen et al. (2008) a value of 

0.1986. Cf. Carey/Simnett (2006), p. 666; Chen et al. (2008), p. 428. 
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Results from the Regressions of |DA|, DA+ and DA- on Audit Partner Tenure and Con-
trol Variables 

|DA|/DA+/DA- = β0 + β1EPT + β2RPT + β3EPExp + β4RPExp + β5EPAbility + β6RPAbility + β7Gender  
+ β8Big4 + β9IndExp + β10Office + β11Age + β12Size + β13OCF + β14Lev  
+ β15pBank + β16Growth + β17MB + β18AbsTA + β19AC + β20Lag + β21Busy  
+ Year and Industry Dummies + ε 

  |DA|  DA+   DA-  

Variable Exp. 
Sign 

Coeff. 
(t-stats)  Coeff. 

(t-stats)  
Exp. 
Sign 

Coeff. 
(t-stats) 

 

Test Variables         

EPT +/- -0.0001  -0.0002  +/- -0.0003  
(-0.1494)  (-0.2765)  (-0.2209)  

RPT +/- -0.0004  -0.0011  +/- -0.0006  
(-0.5693)  (-1.3373)  (-0.5242)  

Audit Partner-Specific Variables     

EPExp - 0.0003  -0.0001  + -0.0005  
(1.1621)  (-0.2423)  (-1.3196)  

RPExp - -0.0002  0.0003  + 0.0006 * 
(-0.8735)  (1.3099)  (1.7559)  

EPAbility - -0.0019  0.0023  + -0.0005  
(-0.5077)  (0.4846)  (-0.0883)  

RPAbility - -0.0029  -0.0015  + -0.0008  
(-0.7602)  (-0.4264)  (-0.1675)  

Gender +/- -0.0012  0.0016  + 0.0024  
(-0.2680)  (0.4714)  (0.5252)  

Adj. R2  0.2919  -   -  
Number of Obs. 1270  701   569  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

 

As at audit firm level, the effect of audit partner tenure may be more 

pronounced in the initial or later periods of audit partner tenure. Therefore, I 

estimate equation (24) by replacing the continuous variables EPT and RPT 

with the dummy variables EPTShort and RPTShort or EPTLong and RPTLong 

( 4.2.1). Table 42 presents an overview of the findings.850 

  

                                                 

850  For the results of the remaining variables, see Appendices 270-271. 
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Table 42 

Results from Regressions of |DA|, DA+ and DA- on Dummy Variables for Short or Long 
Audit Partner Tenure and Control Variables 

|DA|/DA+/DA- = β0 + β1EPTShort/EPTLong + β2RPTShort/RPTLong + β3EPExp + β4RPExp  
+ β5EPAbility + β6RPAbility + β7Gender + β8Big4 + β9IndExp + β10Office + β11Age  
+ β12Size + β13OCF + β14Lev + β15pBank+ β16 Growth + β17MB + β18AbsTA  
+ β19AC + β20Lag + β21Busy + Year and Industry Dummies + ε 

  |DA|  DA+   DA-  

Variable Exp. 
Sign 

Coeff. 
(t-stats)  Coeff. 

(t-stats)  
Exp. 
Sign 

Coeff. 
(t-stats) 

 

EPTShort/RPTShort = 1 if EPT/RPT ≤ 3       

EPTShort +/- 0.0002  0.0011  +/- 0.0011  
(0.0737)  (0.3684)  (0.2493)  

RPTShort +/- 0.0002  0.0035  
+/- 0.0035  

(0.0849)  (1.1753)  (0.8570)  

Adj. R2  0.2917  -   -  
Number of Obs. 1270  701   569  
EPTLong/RPTLong = 1 if EPT/RPT ≥ 6       

EPTLong +/- -0.0029  -0.0043   0.0006  
(-0.6746)  (-0.9454)  +/- (0.0955)  

RPTLong +/- -0.0006  -0.0027  
+/- 0.0012  

(-0.1638)  (-0.6327)  (0.1891)  

Adj. R2 0.2920  - - - -  
Number of Obs. 1270  701  569 701  
*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests.  

 

The coefficients on the tenure related variables are insignificant.851 To add 

more confidence to the reported results, I estimate equation (24) with the pre-

viously defined alternative cut-off points ( 5.1.4.1). The results of the ten-

ure related variables remain qualitatively changed.852 Together, these findings 

do not provide evidence that the length of the engagement and review partner 

tenure is associated with the extent to which aggressive income-increasing 

and/or income-decreasing accounting policies are constrained. 

Sensitivity Analyses 

To strengthen the confidence in the results reported in the primary analysis, I 

run various robustness checks. First, I exclude observations where FT ≤ 3 to 

                                                 

851  I also estimate equation (24) by including EPTShort and EPTLong as well as RPTShort and 
RPTLong to test a possible U-shaped form. The results do not provide evidence for the 
presence of a U-shaped form. Cf. Appendix 272. 

852  For an overview of the results, see Appendices 273-274. 
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minimize the risk that the findings are confounded by short audit firm ten-

ure ( 5.1.4.2). Second, I exclude observations of clients that have RoAs 

within the highest and lowest decile to test possible endogeneity problems 

between the magnitude of discretionary accruals and audit partner tenure. 

And third, I estimate equation (24) with the alternative prediction model. The 

results of the robustness checks point into the same direction.853 I also esti-

mate equation (24) with the tenure of the audit partner team. The coefficient 

on the test variables (Team, TeamShort, and TeamLong) are insignificant. Chang-

ing the cut-off points does not yield differing results.854  

Overall, the results of the primary and sensitivity analyses do not provide ev-

idence that engagement partner and review partner tenure are associated with 

magnitude of discretionary accruals, which does not support Hypotheses H2a 

and H2b.  

Moderator Analyses 

Analogously to the moderator analyses at audit firm level, I examine whether 

the effect of engagement and review partner tenure differs across different 

audit firm-specific characteristics and different client sizes. I do not find evi-

dence that the effect of engagement and review partner tenure is contingent 

on audit firm size and the level of industry expertise. However, I find evidence 

that review partners from larger audit offices constrain aggressive income-

increasing and income-decreasing accounting policies to a lesser extent with 

ongoing tenure compared to review partners from smaller audit offices.855 

Furthermore, I find evidence that engagement partners constrain aggressive 

income-increasing accounting policies for larger clients to a lesser extent with 

ongoing tenure compared to smaller clients. I also examine whether the level 

                                                 

853  When excluding observations with RoAs within the highest and lowest decile, the 
coefficient on RPTLong5 is negative and becomes marginally significant in the income-
decreasing subsample (coeff. = -0.0072, p = 0.0847). When excluding observations 
where FT ≤ 3, the coefficient on RPTShort2 becomes marginally significant in the 
income-increasing (coeff. = 0.0055, p = 0.0815) and significant in the income-
decreasing sample (coeff. = 0.0093, p = 0.0330). For an overview of the results, see 
Appendices 275-289. 

854  For an overview of the results, see Appendices 290-294. 
855  This result is mainly due to review partners from larger audit offices constraining in-

come-decreasing accounting policies to a lesser extent. Cf. Appendix 295. 
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of work experience has a moderating effect on the tenure. The coefficients on 

the interaction terms are not significant. Hence, the effect of engagement and 

review partner tenure appears not to differ significantly across different levels 

of work experience.856 

Interaction of Engagement and Review Partner Tenure 

To investigate a possible interaction effect between engagement and review 

partner tenure ( 5.1.4.2), I estimate equation (24) with the interaction term 

EPT*RPT. An asynchronous progression of the tenure of the engagement and 

review partner might mitigate the loss of client-specific knowledge due to a 

rotation. The coefficients on the interaction terms are in the three subsamples 

insignificant.857 Therefore, the presence of an interaction effect cannot be sub-

stantiated. 

 Joint Analysis 

Table 43 presents the results of the joint effect of audit firm, engagement 

partner and review partner tenure on the magnitude of discretionary accru-

als.858 The Adj. R2 amounts to 0.2915, which is higher than the explanatory 

power reported in Fargher et al. (2008) and Chen et al. (2008).859 The coef-

ficients on FT, EPT and RPT are insignificant. The results on the coefficients 

testing a non-monotonic relationship are in the three samples insignificant as 

well. Using the alternative cut-off points yields similar results. Solely, the 

coefficient on FTShort2 becomes significant in the income decreasing subsam-

ple and has a negative sign (coeff. = -0.0114, p = 0.0338). 

  

                                                 

856  For a complete overview of the results, see Appendix 295. 
857  Using |DA| as the dependent variable, the coefficient equals to 0.0002 (p = 0.6215). In 

the income-increasing subsample, the coefficient equals to 0.0001 (p = 0.8017), while 
the coefficient equals to 0.0001 (p = 0.8390) in the income-decreasing subsample. 

858  The results with regard to the audit firm-specific and audit partner-specific variables 
remain qualitatively unchanged. For a complete overview of the results, see Appen-
dices 296-298. 

859  Fargher et al. (2008) report an Adj. R2 of about 0.22 and Chen et al. (2008) of about 
0.20. Cf. Fargher et al. (2008), p. 174; Chen et al. (2008), p. 433. 
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Table 43 

Results from Regressions of |DA|, DA+ and DA- on Audit Firm and Audit Partner Ten-
ure and Control Variables 

|DA|/DA+/DA- = β0 + β1FT/FTShort/FTLong + β2EPT/EPTShort/EPTLong + β3RPT/RPTShort/RPTLong  
+ β4EPExp + β5RPExp + β6EPAbility + β7RPAbility + β8Gender + β9Big4 + β10IndExp 
+ β11Office + β12Age + β13Size + β14OCF + β15Lev + β16pBank+ β17Growth  
+ β18MB + β19AbsTA + β20AC + β21Lag + β22Busy + Year and Industry Dummies 
+ ε 

  |DA|  DA+   DA-  

Variable Exp. 
Sign 

Coeff. 
(t-stats)  Coeff. 

(t-stats) 
 Exp. 

Sign 
Coeff. 

(t-stats) 
 

Continuous Approach        

FT +/- -0.0002  -0.0003  
+/- 0.0001  

(-0.4792)  (-0.8305)  (0.0015)  

EPT +/- 0.0001  -0.0001  
+/- -0.0003  

(-0.0445)  (-0.0883)  (-0.2172)  

RPT 
+/- -0.0003  -0.0009  

+/- -0.0006  
 (-0.4390)  (-1.0672)  (-0.5109)  

Adj. R2  0.2915  -   -  
Number of 
Obs.  1270  701   567  

Dummy Approach: Short       

FTShort +/- 0.0012  0.0007  
+/- -0.0001  

(0.3019)  (0.1900)  (-0.0116)  

EPTShort +/- -0.0001  0.0009  
+/- 0.0011  

(-0.0443)  (0.2789)  (0.2405)  

RPTShort +/- -0.0002  0.0032  +/- 0.0035  
(-0.0684)  (0.9911)   (0.8067)  

Adj. R2  0.2912  - 
  -  

Number of 
Obs.  1270  701   569  

Dummy Approach: Long       

FTLong +/- -0.0013  -0.0068  
+/- -0.0042  

(-0.3313)  (-1.6138)  (-0.7660)  

EPTLong +/- -0.0030  -0.0044  
+/- 0.0006  

(-0.6770)  (-0.9592)  (0.0908)  

RPTLong +/- -0.0006  -0.0024  +/- 0.0014  
(-0.1472)  (-0.5605)   (0.2134)  

Adj. R2  0.2922  - 
  -  

Number of 
Obs.  1270  701   569  

 *, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed test.  

 

Together, these results fail to provide evidence that the extent to which ag-

gressive income-increasing and/or income-decreasing accounting policies are 
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constrained is associated with audit firm tenure, after controlling for engage-

ment partner tenure and review partner tenure.860 

Sensitivity Analyses 

To add more robustness to the reported results, I run sensitivity analyses. 

First, I exclude observations within the highest and lowest decile of RoA to 

address possible endogeneity issues. Second, I exclude observations of clients 

with “frequent” audit firm switches. The results of both robustness checks are 

broadly consistent with the results reported in the primary analysis, which 

suggests a low probability that the results reported in the primary analysis are 

confounded by endogeneity issues.861 And third, I estimate equation (25) with 

the alternative prediction model. The result are similar to the results reported 

in the primary analysis.862 I also estimate equation (25) with the tenure of the 

audit partner team. The results are consistent with the results reported in the 

primary analysis.863 Overall, the results of the sensitivity analyses are con-

sistent with the reported results of the primary analysis. 

Further Analysis 

To investigate whether audit firm tenure moderates the effect of audit partner 

tenure, I run a three-way interaction analysis with the variable FT, EPT and 

RPT. Table 44 shows the effect of increasing engagement and review partner 

tenure (EPT*RPT) on magnitude of |DA|/DA+/DA- at various points of audit 

firm tenure. 

  

                                                 

860  For an overview of the results, see Appendices 299-303. 
861  When excluding observations within the highest and lowest decile of RoA, the coeffi-

cients on FTShort2 and RPTShort2 become (marginally) significant in the income-decreas-
ing subsample (FTShort2: coeff. = -0.0084, p = 0.0834; RPTShort2: coeff. = 0.0074, p = 
0.0423). Furthermore, the coefficient on RPTLong5 becomes marginally significant and 
is positive. In the income-increasing subsample, the coefficient on FTLong becomes 
marginally significant (coeff. = 0.0073, p = 0.0741). For an overview of the results, 
see Appendices 304-319. 

862  The coefficient on EPTLong becomes marginally significant in the income-increasing 
subsample (coeff. = -0.0074, p = 0.0954) and the coefficient on EPTShort2 becomes 
marginally significant in the income-decreasing subsample (coeff. = -0.0078, 
p = 0.0538). For an overview, see Appendices 320-327. 

863  For an overview of the results, see Appendices 328-335. 
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Table 44 

Effect of Engagement and Review Partner Tenure on the Magnitude of |DA|, DA+ and 
DA- at Various Points of Audit Firm Tenure864 

 |DA| DA+ DA- 
 EPT*RPT EPT*RPT EPT*RPT 
FT Coeff. t-stats  Coeff. t-stats  Coeff t-stats  
1 0.0011 0.4528  0.000057 0.9563  -0.0010 0.4503   
2 0.0010 0.4716  0.000054 0.9523  -0.0008 0.5209   
3 0.0008 0.4986  0.000051 0.9474  -0.0005 0.6252   
4 0.0007 0.5391  0.000049 0.9412  -0.0002 0.7833   
5 0.0006 0.6033  0.000046 0.9340  0.0000 0.9808   
6 0.0005 0.7093  0.000043 0.9273  0.0003 0.6689   
7 0.0004 0.8822  0.000040 0.9252  0.0005 0.3658   
8 0.0004 0.8769  0.000037 0.9317  0.0008 0.1812   
9 0.0004 0.6420  0.000034 0.9442  0.0010 0.1064   
10 0.0005 0.4904  0.000031 0.9570  0.0013 0.0818 * 
11 0.0005 0.4136  0.000028 0.9674  0.0016 0.0757 * 
12 0.0006 0.3771  0.000025 0.9752  0.0018 0.0763 * 
13 0.0008 0.3593  0.000022 0.9812  0.0021 0.0797 * 
14 0.0009 0.3505  0.000019 0.9857  0.0023 0.0839 * 
15 0.0010 0.3462  0.000016 0.9893  0.0026 0.0884 * 
16 0.0011 0.3441  0.000013 0.9921  0.0029 0.0928 * 
17 0.0013 0.3432  0.000010 0.9944  0.0031 0.0969 * 

*, **, *** Significance level at 0.1, 0.05, and 0.01, respectively, two-tailed tests. 

 

The effect of increasing engagement and review partner tenure on the magni-

tude of |DA| does not follow a clear pattern with increasing audit firm tenure. 

With regard to the income-increasing and income-decreasing subsample, the 

positive/negative effect of increasing engagement and review partner tenure 

on DA+/DA- decreases/increases with ongoing audit firm tenure. The differ-

ences of the effect of engagement and review partner tenure at various points 

of audit firm tenure, however, are insignificant. The coefficient on the three-

way interaction term FT*EPT*RPT is positive and insignificant in the three 

                                                 

864  The coefficients for the analysis in the income-increasing subsample are rounded to 6 
decimal places since they are extremely small. 
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samples. Thus, an interaction effect between audit firm and audit partner ten-

ure cannot be substantiated.865 

Overall, the results suggest that audit firm tenure is not associated with the 

magnitude of discretionary accruals after controlling for engagement and re-

view partner tenure, which is inconsistent with Hypothesis H3. Furthermore, 

engagement and review partner tenure are not significant predictors of the 

magnitude of discretionary accruals. 

5.4.5  Summary of the Results 

The above-presented results do not provide evidence that audit firm tenure is 

associated with the extent to which aggressive income-increasing and/or in-

come-decreasing accounting policies are constrained.866 Therefore, the results 

fail to provide evidence of an association between audit firm tenure and audit 

quality. This finding is inconsistent with the majority of prior empirical evi-

dence, that report that aggressive income-increasing accounting are con-

strained to a greater extent as audit firm tenure increases and that also provide 

some evidence that aggressive income-decreasing accounting policies are 

constrained to a lesser extent as audit firm tenure increases ( 3.2.1). At audit 

partner level, I do not find an association between engagement and review 

partner tenure as well.867 Hence, the results fail to provide evidence linking 

engagement and review partner tenure with audit quality. This finding is con-

sistent with Carey/Simnett (2006), who do not find evidence for an associa-

tion between audit partner tenure and the extent to which aggressive account-

ing policies are constrained, and is inconsistent with the results of Chen et 

                                                 

865  The coefficient on the interaction term remains insignificant when excluding observa-
tions with extreme RoA performance (|DA|: coeff. = 0.00005, p = 0.6989; 
DA+: coeff. = 0.00002, p = 0.8769; DA-: coeff. = 0.00014, p = 0.3880), when exclud-
ing observations of “frequent” audit firm switchers (|DA|: coeff. = -0.00010, 
p = 0.5025; DA+: coeff. = -0.00008, p = 0.6027; DA-: coeff. = 0.00009, p = 0.6466), 
and when using the alternative prediction model (|DA|: coeff. = -0.00009, p = 0.5021; 
DA+: coeff. = 0.00002, p = 0.8839; DA-: coeff. = 0.00014, p = 0.4696). 

866  For an overview of the results with regard to the test variables at audit firm level, see 
Appendix 336. 

867  For an overview of the results with regard to the test variables at audit partner level, 
see Appendix 337. 
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al. (2008) and Manry et al. (2008), who report that aggressive income-in-

creasing accounting policies are constrained to a greater extent as audit part-

ner tenure increases ( 3.2.2).  

I also examine whether the effect of audit firm tenure and audit partner tenure 

differs across different audit firm-specific traits (audit firm size, industry ex-

pertise and audit office size) and different client sizes. The results do not sug-

gest that the effect of audit firm tenure is contingent on differing audit firm-

specific traits and differing client sizes, there is evidence that review partners 

from larger audit offices constrain aggressive income-increasing and income-

decreasing accounting policies to a lesser extent with ongoing tenure com-

pared to review partners from smaller audit offices. Furthermore, I find that 

engagement partners constrain aggressive income-increasing accounting pol-

icies for larger clients to a lesser extent with ongoing tenure compared to 

smaller clients. 

Since results of the effect of audit firm tenure on audit quality without con-

trolling for the effect of audit partner tenure (and vice versa) may be subject 

to omitted variable bias,868 I test the effect of audit firm tenure on the magni-

tude of discretionary accruals after controlling for engagement and review 

partner tenure. The results do not provide evidence that audit firm tenure is 

associated with the magnitude of discretionary accruals.869 Hence, the results 

fail to provide evidence of an association between audit firm tenure and audit 

quality after controlling for engagement and review partner tenure. Engage-

ment and review partner are not associated with the magnitude of discretion-

ary accruals as well. Furthermore, the presence of an interaction effect be-

tween audit firm and audit partner tenure cannot be substantiated. The results 

are inconsistent with the findings of Molls (2013), who report less extreme 

values of discretionary accruals as audit firm and review partner tenure in-

creases. At the same time, the results are consistent with the findings of 

Molls (2013) with regard to engagement partner tenure. The results of the 

joint analysis are also inconsistent with the findings of Chen et al. (2008) and 

                                                 

868  Cf. Bedard/Johnstone (2010), p. 68. 
869  For an overview of the results with regard to the test variables in the joint analysis, see 

Appendix 338. 
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Fargher et al. (2008). The inconsistent results might be due ot differing insti-

tutional settings as well as methodological differences. For example, most of 

the studies use prediction models that are based on the Jones Model, such as 

the modified Jones Model or the performance adjusted Jones Model.870 Em-

pirical evidence however, suggests that the prediction models based on the 

Jones Model appear to have less power to detect earnings management than 

for example, prediction models that are based on the Dechow-Dichev Model 

( 3.2.3). 

 

                                                 

870  Cf. e.g. Chen et al. (2008), p. 421; Fargher et al. (2008), p. 167; Manry et al. (2008), 
p. 559; Quick/Wiemann (2011), p. 922. 
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6 Overall Conclusion, Limitations and Future Research 
Opportunities 

In this study, I investigate whether audit firm and/or audit partner tenure are 

associated with audit quality using multiple proxies to infer audit quality. 

Unlike the majority of prior studies, I use four different proxies, which are 

the propensity of issuing a GCO, the probability of issuing a restatement, the 

probability of meeting or just beating analysts’ forecasts, and the magnitude 

of discretionary accruals. Each of these proxies have their strength and their 

weaknesses ( 3.1), thus the use of multiple proxies allows to build greater 

confidence in the reported results.  

Using a sample of capital market-oriented non-financial German companies, 

I fail to find convincing evidence that the propensity of issuing a GCO is 

associated with audit firm and/or audit partner tenure. However, further 

analysis suggests that the lack of evidence might be due to interaction effects 

between audit firm tenure and audit partner tenure. In specific, I find that 

increasing engagement and review partner tenure are associated with a higher 

propensity of issuing a GCO and that increasing audit firm tenure moderates 

the positive effect at audit partner level. Therefore, increasing audit firm 

tenure has detrimental effects on audit quality by negatively impacting audit 

quality at audit partner level. 

The results using the probability of issuing a restatement as a proxy to infer 

audit quality provide evidence that a restatement is more likely to be issued 

in the early periods of audit firm tenure. At audit partner level, I find evidence 

that a restatement is more likely to be issued in the early periods of 

engagement partner tenure, whereas review partner tenure is not a significant 

predictor of the probability of issuing a restatement. The joint analysis, 

however, reveals that the increased risk of material misstatements in the early 

periods is mainly due to engagement partner tenure. This finding stresses the 

importance of controlling for audit partner tenure when investigating the 

effects of audit firm tenure on audit quality (and vice versa) and also raises 

the question as to whether the results of prior studies that do not control for 

audit partner tenure and report a higher probability of restatements in the early 
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periods of audit firm tenure might be due to effects at audit partner level. The 

presence of an interaction effect between audit firm tenure and audit partner 

tenure cannot be substantiated.  

Using the probability of meeting or just beating analysts’ forecasts, I fail to 

find convincing evidence of an association between audit firm and/or audit 

partner tenure and audit quality. However, similar to the findings of the GCO 

analysis, further analysis reveals an interaction effect of audit firm tenure and 

audit partner tenure. More specific, increasing engagement and review 

partner tenure are associated with a lower probability of meeting or just 

beating analysts’ forecasts and increasing audit firm tenure moderates the 

negative effect at audit partner level. Thus, increasing audit firm tenure has 

detrimental effects on audit quality by negatively impacting audit quality at 

audit partner level. The final proxy used to infer audit quality is the magnitude 

of discretionary accruals. The results from the discretionary accruals analysis 

fail to provide evidence that the magnitude of discretionary accruals is 

associated with audit firm and/or audit partner tenure and also do not provide 

evidence for an interaction effect between audit firm and audit partner tenure. 

Overall, the results of the analyses are mixed. On the one hand, I find that 

increasing audit firm tenure negatively affects audit quality by negatively af-

fecting audit quality at audit partner level when using the propensity of issu-

ing a GCO and the probability of meeting or just beating analysts’ forecasts. 

These results provide support to the regulatory concern that extended audit 

firm tenure has detrimental effects on audit quality and also renders support 

to the recent regulatory measure of the European Commission to prescribe a 

mandatory rotation rule at audit firm level. On the other hand, the findings 

using the probability of issuing a restatement fail to find support for the recent 

regulatory requirement. Although the results do not suggest that audit firm 

tenure is associated with the incidences of restatements, the finding that the 

probability of issuing a restatement decreases as engagement partner tenure 

increases suggests that mandatory audit firm rotation could nonetheless have 

detrimental effects on audit quality. The rotation of the audit firm leads in 
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most cases to the rotation of the engagement partner.871 Furthermore, these 

findings also suggest that the mandatory rotation at audit partner level in Ger-

many has detrimental effects on audit quality. The results using the magnitude 

of discretionary accruals also fail to find support for the recently implemented 

mandatory rotation rule at audit firm level. 

The inconclusive results might be due to the different proxies measuring dif-

fering degrees of the auditor’s competence and independence.872 It is conceiv-

able that the probability of issuing a GCO and the probability of meeting or 

just beating analysts’ forecasts might proxy the auditor’s independence to a 

greater degree. Auditors use financial figures in order to assess the appropri-

ateness of a GCO. Furthermore, the issuance of a GCO entails extensive dis-

cussions with the client ( 3.1.1). The decision on whether there are substan-

tial doubts about the client’s going concern might therefore be less dependent 

on the auditor’s technical abilities but rather influenced by the auditor’s level 

of independence. The probability of meeting or just beating analysts’ fore-

casts might proxy the auditor’s independence to a greater degree as well since 

earnings forecasts for clients are also accessible to the auditor. Identifying 

clients that meet or just beat analysts’ forecasts is therefore unlikely to be 

related to the auditor’s technical abilities. Auditors of clients that dissimulate 

(im)material earnings overstatements/understatements in order to meet or just 

beat analysts’ forecasts might be more likely to be better able to detect such 

positions since managers’ incentives are more evident ( 3.1.2.1).873 The au-

ditor then discusses with the client whether these positions need to be ad-

justed. The decision of whether these positions are ultimately adjusted might 

therefore be more dependent on the level of the auditor’s independence. The 

detection of material misstatements, however, might depend to a greater ex-

tent on the technological capabilities of the auditor, which also include the 

knowledge of the client’s accounting system. Furthermore, incentives for the 

                                                 

871  A rotation of the audit firm does not lead to a rotation of the audit partner, if the audit 
partner is hired by a new audit firm and takes the client with him to the new audit firm. 

872  Both components are in reality unlikely to be separable. The intensity of searching for 
a breach depends on the willingness of the auditor to disclose that breach. Cf. DeAn-
gelo (1981a), footnote 3. 

873  Nonetheless, the auditor’s technical abilities are important in order to identify positions 
that are used by the client to meet or just beat analysts’ forecasts. 
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auditor not to report identified material misstatements might be low due to 

possible severe sanctions and reputational loss when detected by the enforce-

ment system. ( 2.3.3.2). In this context, the results of the study suggest that 

a mandatory audit firm rotation might have positive effects on audit quality 

by enhancing the level of the auditor’s independence. But at the same time, a 

mandatory audit firm rotation might negatively affect audit quality by having 

detrimental effects on the probability to detect material misstatements. Given 

these results, it is not possible to clearly support the recent regulatory require-

ment of the European Commission. Furthermore, the results only provide ev-

idence with regard to actual audit quality. However, the debate on mandatory 

audit firm rotation should also include empirical evidence investigating the 

effect of audit firm tenure on perceived audit quality.874 

The results of this study are to be interpreted with caution. The following 

limitations that are inherent to audit quality studies should be considered.875 

First, this study is set in an institutional setting and in a sample period with 

voluntary audit firm rotation and mandatory audit partner rotation. The results 

cannot be readily generalized to an institutional setting with mandatory audit 

firm rotation and/or voluntary audit partner rotation.876 Second, the quality of 

accounting standards also influences the quality of the reported earnings. The 

research design, however, does not allow to (completely) separate audit 

quality from accounting standard quality. Poor accounting standard quality, 

e.g. when financial reporting is misleading in spite of being acceptable under 

the prescribed accounting standards, might lead to erroneous conclusions 

about audit quality.877 Third, despite various robustness checks, endogeneity 

problems between audit firm tenure/audit partner tenure and the proxies used 

to infer audit quality cannot be completely ruled out (omitted variable bias).878 

For example, the probability of issuing a restatement may also depend on the 

strength of the internal control system, on the number and complexity of 

subsidiary companies, or on whether acquisitions have taken place and which 

                                                 

874  Cf. Jackson et al. (2008), p. 434. 
875  For further limitations of the proxies used to infer audit quality, see sec. 3.1. 
876  Cf. Johnson et al. (2002), p. 640; Myers et al. (2003), p. 792. 
877  Cf. Lo (2008), p. 351; Knechel (2009), pp. 5 f.; Knechel et al. (2013), p. 398. 
878  Cf. Stanley/DeZoort (2007), pp. 155 f. 
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effect these acquisition have on the reporting system. These variables are not 

included in the regression models due to data restrictions. Fourth, the proxies 

used to infer audit quality might be somewhat noisy. The analysis using the 

propensity of issuing a GCO is restricted to clients in financial distress. 

However, the decision of whether a GCO is issued also depends on detailed 

future cash flow projections, contract conditions with suppliers, or potential 

financing opportunities. Such private information, that the auditor is likely to 

have cannot be incorporated in the regression models. The incidences of 

restatements might be biased by the DPR focusing on special accounting 

issues, on cases with high probabilities of success and that have a potential 

message value, or on audit engagements where the audit firm or audit 

partner(s) have just rotated. Furthermore, the incidences of restatements in 

this study are with only 38 restatements extremely small compared to the 

overall population (about 2.60%). This limits to some extent the validity of 

the reported results.879 The results of the benchmark beating analysis might 

not be generizable to companies that do not have analysts making a forecast. 

These companies might not face the same public pressure to meet or beat the 

forecasts.880 Lastly, although widely used, the magnitude of discretionary 

accruals is known to be a somewhat noisy indicator for earnings quality. Thus, 

possible measurement errors cannot be ruled out.881 

Since the debate on mandatory audit firm rotation should also include aspects 

of perceived audit quality, further research is needed on whether extended 

audit firm tenure or mandatory audit firm rotation influence the decision of 

financial statements users in buying, holding, or selling equity of an entity. 

Future research should also examine in more depth interaction effects 

between the audit firm and the individual audit partners within the 

organization. For example, how various governance arrangements, such as 

                                                 

879  An alternative approach is to match the restatement observations with no restatement 
observations based on the size, industry and fiscal year as done by Car-
cello/Nagy (2004). However, from the 38 restatement observations, I find only 16 ob-
servations without restatement that are similar in size (within a 10% range), are in the 
same industry and have restated the financial statements in the same fiscal year. 
Cf. Carcello/Nagy (2004), p. 61. 

880  Cf. Davis et al. (2009), p. 541. 
881  Cf. Chi et al. (2009), p. 361; Krauß et al. (2015), p. 71. 
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future career opportunities, the culture within the audit firm, or different 

remuneration schemes affect the individual audit partner’s client retention 

incentives, and whether and/or how increasing tenure affects these incentives. 

Further research is also needed on the interaction between audit firm tenure 

and audit partner tenure in other institutional settings, e.g. where audit firm 

and audit partner rotation are voluntary. In such an institutional setting the 

results might differ since quasi-rents are potentially unlimited at audit firm 

and audit partner level. This might exacerbate detrimental effects on audit 

quality with ongoing tenure. It is also unclear whether mandatory audit 

partner rotation has the desired effect of enhancing audit quality. The 

expected effect of limiting the quasi-rents of individual audit partners from a 

specific client might be undermined by within audit firm pressure and global 

career opportunities in the audit firm. Future research could investigate 

whether such factors offset the expected positive effect of a mandatory audit 

partner rotation on audit quality. Another field that provides research 

opportunities is where and how client-specific knowledge is accumulated. 

The results of the restatement analysis suggest that client-specific knowledge 

is engagement partner-specific. Future research could investigate whether 

engagement partner-specific knowledge is transferrable and/or how 

knowledge at engagement partner level can be pooled at audit firm level and 

be effectively used by other individuals within the audit firm. Further research 

is also warranted on whether audit partner-specific traits affect audit quality. 

For example, whether audit firms deploy more experienced audit partners to 

more risky engagements and audit partners with lower levels of work 

experience to clients that are perceived as less risky. Lastly, the descriptive 

results of the study show a relatively high rotation frequency at audit partner 

level. Future research could investigate possible determinants for a voluntary 

internal rotation. 
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Appendix 1: GCO Analysis at Audit Firm Level: GCO on FT 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FT -0.1219   2.0828     -0.1049   1.4257     0.1490 1.2031   0.2325 1.3941 
Audit Firm-Specific Variables                             
  Big4 -0.1558   0.0574     -0.0747   0.0098     0.8107 2.0744   0.9213 2.0675 
  IndExp 1.8252   4.9635 **   1.5275   2.9681 *   0.0259 1.3465   0.0849 1.6444 
  Office 0.0793   0.3132     0.1538   1.3515     0.5757 2.3261   0.2450 2.4520 
Client-Specific Variables                               
  Age -0.1474   0.5473     -0.0877   0.1240     0.4594 1.1297   0.7247 1.2315 
  Size 0.5006   7.1262 ***   0.3811   3.1843 *   0.0076 2.3701   0.0743 2.2655 
  OCF -3.3761   3.1625 *   1.6821   0.2349     0.0753 1.5299   0.6279 1.4507 
  Lev -4.4917   9.7609 ***   -3.3454   5.6585 **   0.0018 3.9198   0.0174 3.1011 
  pBank 0.8200   21.7920 ***   0.7235   15.7039 ***   0.0000 4.5230   0.0001 3.5604 
  MB 0.0977   0.5524     0.0902   1.0057     0.4574 1.1155   0.3159 1.1775 
  AC 0.1646   0.0769     0.4145   0.4206     0.7815 1.4710   0.5166 1.5030 
  Lag 1.5962   11.2594 ***   1.3965   4.5229 **   0.0008 1.3939   0.0334 1.5501 
  Busy -0.6721   1.3830     -0.6256   0.7417     0.2396 1.0861   0.3891 1.1172 
  Y2008 1.0162   2.5992     1.0007   2.2625     0.1069 1.9966   0.1325 2.1714 
  Y2009 -1.0891   2.2517     -0.8138   0.5805     0.1335 2.1239   0.4461 1.9132 
  Intercept -12.3548   12.6484 ***   -11.4569   6.4309 **   0.0004 -   0.0112 - 
Nagelkerke R2 0.4406   0.3840             
Number of Obs. 277   151             
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Appendix 2: GCO Analysis at Audit Firm Level: GCO on FTShort 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTShort 0.6132   1.0969     0.4004   0.5684     0.2950 1.1092   0.4509 1.2224 
Audit Firm-Specific Variables                             
  Big4 -0.1550   0.0550     -0.0462   0.0036     0.8146 2.0757   0.9518 2.0813 
  IndExp 1.7982   4.9396 **   1.5075   2.9564 *   0.0262 1.3348   0.0855 1.6413 
  Office 0.0777   0.2914     0.1411   1.1337     0.5893 2.3262   0.2870 2.4511 
Client-Specific Variables                               
  Age -0.1697   0.7742     -0.1206   0.2340     0.3789 1.1115   0.6286 1.1836 
  Size 0.4950   6.5849 **   0.3901   3.0793 *   0.0103 2.3438   0.0793 2.2802 
  OCF -3.6289   2.8947 *   1.4632   0.1659     0.0889 1.5345   0.6838 1.4634 
  Lev -4.2077   7.7474 ***   -3.0833   4.7099 **   0.0054 3.8414   0.0300 3.0313 
  pBank 0.7838   19.5398 ***   0.6889   14.0765 ***   0.0000 4.4698   0.0002 3.5061 
  MB 0.0919   0.5409     0.0866   0.8877     0.4620 1.1160   0.3461 1.1803 
  AC 0.0930   0.0265     0.3452   0.3157     0.8706 1.4614   0.5742 1.4745 
  Lag 1.6973   10.9069 ***   1.4915   4.6951 **   0.0010 1.3811   0.0302 1.5338 
  Busy -0.6193   1.1812     -0.6045   0.7026     0.2771 1.0904   0.4019 1.1326 
  Intercept -13.6004   11.5501 ***   -12.4369   6.8551 ***   0.0007 -   0.0088 - 
Nagelkerke R2 0.4372   0.3790             
Number of Obs. 277   151             
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Appendix 3: GCO Analysis at Audit Firm Level: GCO on FTLong 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong -2.4607   8.2159 ***   -1.6184   3.1498 *   0.0042 1.1782   0.0759 1.1776 
Audit Firm-Specific Variables                             
  Big4 0.0505   0.0058     0.1592   0.0466     0.9392 2.0587   0.8292 2.0413 
  IndExp 1.7874   5.1735 **   1.5793   3.2142 *   0.0229 1.3377   0.0730 1.6417 
  Office 0.0535   0.1369     0.1322   0.9989     0.7113 2.3440   0.3176 2.4392 
Client-Specific Variables                               
  Age -0.2011   0.9640     -0.1152   0.2217     0.3262 1.0924   0.6377 1.2159 
  Size 0.4824   6.9502 ***   0.3726   3.1272 *   0.0084 2.3667   0.0770 2.2514 
  OCF -2.9455   2.5747     1.6564   0.2435     0.1086 1.5341   0.6217 1.4506 
  Lev -4.0967   8.2787 ***   -3.1340   5.4134 **   0.0040 3.7899   0.0200 3.0025 
  pBank 0.7851   21.2741 ***   0.6874   14.8475 ***   0.0000 4.4380   0.0001 3.4473 
  MB 0.0947   0.5986     0.0828   0.8619     0.4391 1.1158   0.3532 1.1729 
  AC 0.1679   0.0890     0.3275   0.2874     0.7654 1.4929   0.5919 1.4788 
  Lag 1.6965   11.4548 ***   1.5341   4.9125 **   0.0007 1.3783   0.0267 1.5255 
  Busy -0.7223   1.4853     -0.5686   0.5945     0.2229 1.0855   0.4407 1.1150 
  Intercept -12.7725   12.4717 ***   -12.2863   6.8343 ***   0.0004 -   0.0089 - 
Nagelkerke R2 0.4445   0.3830             
Number of Obs. 277   151             

 

  



 LXVIII 

Appendix 4: GCO Analysis at Audit Firm Level: GCO on FTShort and FTLong 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTShort 0.4751   0.6621     0.3241   0.3652     0.4158 1.1587   0.5457 1.2544 
  FTLong -2.2602   6.8983 ***   -1.4776   2.6174     0.0086 1.2308   0.1057 1.2083 
Audit Firm-Specific Variables                             
  Big4 -0.0301   0.0020     0.0564   0.0054     0.9642 2.0931   0.9413 2.1131 
  IndExp 1.8400   5.2380 **   1.5863   3.2491 *   0.0221 1.3388   0.0715 1.6418 
  Office 0.0636   0.2009     0.1413   1.1719     0.6540 2.3459   0.2790 2.4538 
Client-Specific Variables                               
  Age -0.1621   0.6671     -0.0917   0.1302     0.4141 1.1131   0.7182 1.2374 
  Size 0.5173   6.9408 ***   0.3872   3.0999 *   0.0084 2.3823   0.0783 2.2814 
  OCF -3.3866   2.4859     1.5230   0.1849     0.1149 1.5430   0.6672 1.4679 
  Lev -4.3720   9.0454 ***   -3.3121   5.3551 **   0.0026 3.8550   0.0207 3.0484 
  pBank 0.8125   22.6901 ***   0.7115   14.9142 ***   0.0000 4.4763   0.0001 3.5106 
  MB 0.0998   0.5781     0.0851   0.8644     0.4471 1.1162   0.3525 1.1818 
  AC 0.1525   0.0735     0.3369   0.2954     0.7864 1.4930   0.5868 1.4795 
  Lag 1.6896   10.8356 ***   1.4904   4.7817 **   0.0010 1.3815   0.0288 1.5353 
  Busy -0.6809   1.2747     -0.6032   0.6757     0.2589 1.0906   0.4111 1.1422 
  Intercept -13.4896   10.9265 ***   -12.4059   6.8311 ***   0.0009 -   0.0090 - 
Nagelkerke R2 0.4489   0.3860             
Number of Obs. 277   151             

 
  



 LXIX 

Appendix 5: GCO Analysis at Audit Firm Level: GCO on FTShort2 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTShort2 0.2320   0.1517     0.5386   0.8418     0.6969 1.1081   0.3589 1.2651 
Audit Firm-Specific Variables                             
  Big4 -0.0787   0.0149     -0.0285   0.0015     0.9029 2.0520   0.9695 2.0645 
  IndExp 1.7630   5.0113 **   1.6092   3.4447 *   0.0252 1.3340   0.0635 1.6498 
  Office 0.0708   0.2494     0.1545   1.5147     0.6175 2.3269   0.2184 2.4929 
Client-Specific Variables                               
  Age -0.2013   0.9968     -0.1168   0.2523     0.3181 1.1049   0.6154 1.1706 
  Size 0.4561   5.8712 **   0.3625   2.8574 *   0.0154 2.3197   0.0910 2.2514 
  OCF -3.2431   2.6392     1.5246   0.1870     0.1043 1.5388   0.6654 1.4636 
  Lev -3.9433   7.3292 ***   -3.0691   5.3626 **   0.0068 3.8289   0.0206 3.0107 
  pBank 0.7544   18.3304 ***   0.6821   14.6000 ***   0.0000 4.4543   0.0001 3.4521 
  MB 0.0837   0.5027     0.0928   0.9534     0.4783 1.1186   0.3289 1.1752 
  AC 0.1035   0.0333     0.4045   0.4261     0.8553 1.4633   0.5139 1.4844 
  Lag 1.6974   12.0401 ***   1.5350   5.1005 **   0.0005 1.3802   0.0239 1.5226 
  Busy -0.6482   1.3590     -0.5842   0.6748     0.2437 1.0891   0.4114 1.1151 
  Intercept -12.8990   12.2211 ***   -12.6270   7.2165 ***   0.0005 -   0.0072 - 
Nagelkerke R2 0.4306   0.3813             
Number of Obs. 277   151             
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Appendix 6: GCO Analysis at Audit Firm Level: GCO on FTLong7 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong7 -0.3096   0.2736     -0.0137   0.0005     0.6009 1.1710   0.9829 1.2828 
Audit Firm-Specific Variables                             
  Big4 -0.1000   0.0237     0.0738   0.0097     0.8777 2.0809   0.9215 2.0460 
  IndExp 1.7504   4.6534 **   1.4878   2.8083 *   0.0310 1.3619   0.0938 1.6463 
  Office 0.0729   0.2486     0.1292   0.8647     0.6181 2.3262   0.3524 2.4498 
Client-Specific Variables                               
  Age -0.1985   0.9327     -0.1522   0.3507     0.3342 1.1284   0.5537 1.1852 
  Size 0.4627   6.9022 ***   0.3721   3.0403 *   0.0086 2.3563   0.0812 2.2557 
  OCF -3.1357   2.8333 *   1.6412   0.2258     0.0923 1.5331   0.6347 1.4627 
  Lev -4.0943   7.6748 ***   -2.8563   4.2899 **   0.0056 3.8882   0.0383 3.0698 
  pBank 0.7751   19.6752 ***   0.6593   12.6244 ***   0.0000 4.5245   0.0004 3.5289 
  MB 0.0891   0.5685     0.0836   0.8795     0.4508 1.1156   0.3484 1.1728 
  AC 0.1237   0.0440     0.3377   0.2947     0.8338 1.4648   0.5872 1.5125 
  Lag 1.6616   11.3616 ***   1.5477   4.5443 **   0.0007 1.4020   0.0330 1.5479 
  Busy -0.6587   1.3888     -0.5630   0.5891     0.2386 1.0855   0.4428 1.1119 
  Intercept -12.6184   13.2080 ***   -12.2764   6.5346 **   0.0003 -   0.0106 - 
Nagelkerke R2 0.4313   0.3744             
Number of Obs. 277   151             

 

  



 LXXI 

Appendix 7: GCO Analysis at Audit Firm Level: GCO on FTLong8 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong8 -1.1752   2.4021     -0.9583   1.5454     0.1212 1.1999   0.2138 1.3180 
Audit Firm-Specific Variables                             
  Big4 -0.1480   0.0483     0.0136   0.0003     0.8260 2.0733   0.9856 2.0297 
  IndExp 1.8383   4.4919 **   1.5661   2.8846 *   0.0341 1.3499   0.0894 1.6460 
  Office 0.0824   0.3262     0.1549   1.2650     0.5679 2.3270   0.2607 2.4413 
Client-Specific Variables                               
  Age -0.1409   0.4874     -0.0695   0.0752     0.4851 1.1326   0.7839 1.2382 
  Size 0.4627   6.8035 ***   0.3507   2.8258 *   0.0091 2.3301   0.0928 2.2520 
  OCF -2.9306   2.7804 *   1.8214   0.3175     0.0954 1.5497   0.5731 1.4726 
  Lev -4.8676   10.7848 ***   -3.5360   6.2544 **   0.0010 3.9493   0.0124 3.1439 
  pBank 0.8803   22.0580 ***   0.7497   15.7969 ***   0.0000 4.5776   0.0001 3.5863 
  MB 0.0988   0.6167     0.0856   0.9581     0.4323 1.1158   0.3277 1.1732 
  AC 0.3109   0.2214     0.5167   0.5625     0.6379 1.4684   0.4532 1.5290 
  Lag 1.5245   10.1978 ***   1.3423   4.0221 **   0.0014 1.4077   0.0449 1.5436 
  Busy -0.7424   1.5968     -0.6728   0.8850     0.2064 1.0857   0.3468 1.1104 
  Intercept -11.8456   11.5201 ***   -11.2626   6.2373 **   0.0007 -   0.0125 - 
Nagelkerke R2 0.4453   0.3891             
Number of Obs. 277  151             

 

  



 LXXII 

Appendix 8: GCO Analysis at Audit Firm Level: GCO on FTLong9 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong9 -1.2105   2.0823     -1.4631   3.5058 *   0.1490 1.1842   0.0612 1.3955 
Audit Firm-Specific Variables                             
  Big4 -0.1194   0.0331     -0.0835   0.0115     0.8555 2.0624   0.9147 2.0450 
  IndExp 1.7418   4.4686 **   1.5590   2.9524 *   0.0345 1.3429   0.0858 1.6464 
  Office 0.0676   0.2145     0.1533   1.2754     0.6433 2.3265   0.2588 2.4421 
Client-Specific Variables                               
  Age -0.1709   0.7045     -0.0543   0.0445     0.4013 1.1134   0.8328 1.2376 
  Size 0.4868   7.0650 ***   0.4133   3.5343 *   0.0079 2.3313   0.0601 2.2762 
  OCF -2.8866   2.4633     1.8701   0.3050     0.1165 1.5486   0.5808 1.4636 
  Lev -4.3857   8.5732 ***   -3.5410   6.6885 ***   0.0034 3.8587   0.0097 3.0567 
  pBank 0.8199   19.2844 ***   0.7611   15.1229 ***   0.0000 4.5024   0.0001 3.5163 
  MB 0.0934   0.5920     0.0915   1.0090     0.4417 1.1163   0.3152 1.1723 
  AC 0.1983   0.1071     0.4630   0.4794     0.7435 1.4688   0.4887 1.5260 
  Lag 1.6009   10.4727 ***   1.3510   3.9754 **   0.0012 1.4042   0.0462 1.5405 
  Busy -0.7439   1.5975     -0.6703   0.8204     0.2063 1.0857   0.3651 1.1127 
  Intercept -12.4461   12.6694 ***   -12.0057   6.8279 ***   0.0004 -   0.0090 - 
Nagelkerke R2 0.4410   0.3970             
Number of Obs. 277   151             

 

  



 LXXIII 

Appendix 9: GCO Analysis at Audit Firm Level: GCO on FTLong10 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong10 -2.1713   6.0444 **   -2.1648   6.7446 ***   0.0140 1.1986   0.0094 1.3917 
Audit Firm-Specific Variables                             
  Big4 -0.1530   0.0568     -0.1323   0.0320     0.8117 2.0593   0.8581 2.0459 
  IndExp 1.6894   4.5189 **   1.3518   2.5178     0.0335 1.3440   0.1126 1.6765 
  Office 0.0512   0.1252     0.1213   0.8347     0.7235 2.3302   0.3609 2.4497 
Client-Specific Variables                               
  Age -0.1517   0.5677     -0.0306   0.0154     0.4512 1.0943   0.9012 1.2640 
  Size 0.5364   7.7485 ***   0.4694   4.0894 **   0.0054 2.3944   0.0432 2.3233 
  OCF -2.7231   1.9788     1.8633   0.2971     0.1595 1.5499   0.5857 1.4576 
  Lev -4.8016   9.4623 ***   -3.9360   7.4146 ***   0.0021 3.9131   0.0065 3.0849 
  pBank 0.8800   18.6964 ***   0.8137   15.0977 ***   0.0000 4.5569   0.0001 3.5628 
  MB 0.0942   0.5882     0.0838   0.8471     0.4431 1.1168   0.3574 1.1723 
  AC 0.2306   0.1627     0.4964   0.6065     0.6867 1.4882   0.4361 1.5250 
  Lag 1.6324   11.2568 ***   1.4439   4.7745 **   0.0008 1.3785   0.0289 1.5273 
  Busy -0.7670   1.5541     -0.7218   0.9118     0.2125 1.0856   0.3396 1.1114 
  Intercept -12.7027   12.9153 ***   -12.3731   7.2346 ***   0.0003 -   0.0072 - 
Nagelkerke R2 0.4528   0.4028             
Number of Obs. 277   151             

 

  



 LXXIV 

Appendix 10: GCO Sensitivity Analysis at Audit Firm Level: GCO on FT (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FT -0.1542   2.4334     -0.0943   0.7742     0.1188 1.2429   0.3789 1.4433 
Audit Firm-Specific Variables                             
  Big4 -0.3372   0.1797     -0.3322   0.1716     0.6716 2.1616   0.6787 2.1447 
  IndExp 2.5411   8.0539 ***   2.1300   5.5905 **   0.0045 1.3774   0.0181 1.6290 
  Office 0.1373   0.6227     0.2163   2.3542     0.4300 2.3898   0.1249 2.6255 
Client-Specific Variables                               
  Age -0.1220   0.3379     0.0550   0.0324     0.5611 1.1534   0.8571 1.3400 
  Size 0.4696   6.1560 **   0.3180   2.3789     0.0131 2.3343   0.1230 2.3507 
  OCF -2.6602   1.7042     2.4982   0.4363     0.1917 1.5952   0.5089 1.5546 
  Lev -4.3172   8.4952 ***   -3.2537   4.1501 **   0.0036 3.7012   0.0416 2.8905 
  pBank 0.8755   23.6222 ***   0.7779   12.2058 ***   0.0000 4.4172   0.0005 3.5137 
  MB 0.2339   3.7804 *   0.0902   0.8222     0.0519 1.1382   0.3645 1.1802 
  AC 0.4633   0.5045     0.4418   0.4084     0.4775 1.4883   0.5228 1.5164 
  Lag 1.4180   8.5087 ***   0.8888   1.6830     0.0035 1.3707   0.1945 1.6387 
  Busy -0.5392   0.6162     -0.6135   0.6990     0.4325 1.1118   0.4031 1.1487 
  Intercept -12.4977   11.9051 ***   -9.5870   4.0224 **   0.0006 -   0.0449 - 
Nagelkerke R2 0.4512   0.3554             
Number of Obs. 233   130             

 

  



 LXXV 

Appendix 11: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTShort (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTShort 0.6092   0.8248     0.2720   0.2123     0.3638 1.1253   0.6450 1.2022 
Audit Firm-Specific Variables                             
  Big4 -0.3163   0.1561     -0.3053   0.1439     0.6928 2.1569   0.7044 2.1487 
  IndExp 2.4450   7.7086 ***   2.1042   5.6232 **   0.0055 1.3532   0.0177 1.6209 
  Office 0.1301   0.5373     0.2057   2.0684     0.4635 2.3897   0.1504 2.6226 
Client-Specific Variables                               
  Age -0.1617   0.6114     0.0028   0.0001     0.4343 1.1320   0.9922 1.2376 
  Size 0.4427   5.2867 **   0.3198   2.2181     0.0215 2.2991   0.1364 2.3727 
  OCF -2.9051   1.6849     2.2594   0.3549     0.1943 1.5951   0.5513 1.5502 
  Lev -3.7584   5.9582 **   -2.9321   3.6110 *   0.0146 3.6094   0.0574 2.8183 
  pBank 0.8007   19.1638 ***   0.7321   12.4169 ***   0.0000 4.3555   0.0004 3.4422 
  MB 0.2207   3.1566 *   0.0892   0.7787     0.0756 1.1396   0.3775 1.1838 
  AC 0.3473   0.3101     0.3679   0.3055     0.5776 1.4770   0.5804 1.4880 
  Lag 1.5116   8.1924 ***   0.9623   1.8223     0.0042 1.3520   0.1770 1.6062 
  Busy -0.4961   0.5348     -0.6033   0.6440     0.4646 1.1214   0.4223 1.1643 
  Intercept -13.5571   11.3430 ***   -10.3131   4.4217 **   0.0008 -   0.0355 - 
Nagelkerke R2 0.4429   0.3499             
Number of Obs. 233   130             

 

  



 LXXVI 

Appendix 12: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong -2.5572   7.1420 ***   -1.4250   2.1832     0.0075 1.2016   0.1395 1.1850 
Audit Firm-Specific Variables                             
  Big4 -0.0798   0.0100     -0.1448   0.0327     0.9202 2.1293   0.8565 2.1292 
  IndExp 2.5307   8.3561 ***   2.1822   6.1496 **   0.0038 1.3519   0.0131 1.6182 
  Office 0.1052   0.3553     0.2020   2.0043     0.5511 2.4078   0.1569 2.6228 
Client-Specific Variables                               
  Age -0.1972   0.8548     0.0131   0.0024     0.3552 1.1037   0.9607 1.2320 
  Size 0.4565   6.0710 **   0.3132   2.2333     0.0137 2.3135   0.1351 2.3383 
  OCF -2.2062   1.2512     2.3222   0.4151     0.2633 1.5983   0.5194 1.5456 
  Lev -3.9073   6.5808 **   -3.1092   4.1273 **   0.0103 3.5887   0.0422 2.8096 
  pBank 0.8408   19.8650 ***   0.7428   13.6523 ***   0.0000 4.3368   0.0002 3.3866 
  MB 0.2304   3.3775 *   0.0883   0.7915     0.0661 1.1392   0.3737 1.1764 
  AC 0.4436   0.5625     0.3571   0.2905     0.4533 1.5178   0.5899 1.4909 
  Lag 1.5133   9.4243 ***   1.0021   2.0574     0.0021 1.3506   0.1515 1.5883 
  Busy -0.5882   0.6694     -0.5658   0.5438     0.4133 1.1090   0.4609 1.1553 
  Intercept -13.0481   12.2289 ***   -10.3652   4.4726 **   0.0005 -   0.0344 - 
Nagelkerke R2 0.4572   0.3573             
Number of Obs. 233   130             

 

  



 LXXVII 

Appendix 13: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTShort2 (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTShort2 0.0573   0.0057     0.2512   0.1053     0.9398 1.1068   0.7455 1.2665 
Audit Firm-Specific Variables                             
  Big4 -0.2605   0.1114     -0.2607   0.1068     0.7385 2.1223   0.7439 2.1247 
  IndExp 2.3884   8.0595 ***   2.1376   5.8027 **   0.0045 1.3468   0.0160 1.6212 
  Office 0.1248   0.5190     0.2075   2.2263     0.4713 2.3901   0.1357 2.6372 
Client-Specific Variables                               
  Age -0.2112   0.8536     -0.0002   0.0000     0.3555 1.1233   0.9995 1.2539 
  Size 0.3965   4.6559 **   0.3056   2.0906     0.0309 2.2671   0.1482 2.3382 
  OCF -2.4959   1.5056     2.3086   0.3821     0.2198 1.6014   0.5365 1.5531 
  Lev -3.4703   5.6533 **   -2.8743   4.0060 **   0.0174 3.5936   0.0453 2.8079 
  pBank 0.7638   18.3439 ***   0.7212   12.5754 ***   0.0000 4.3385   0.0004 3.3914 
  MB 0.2065   2.8372 *   0.0910   0.7934     0.0921 1.1410   0.3731 1.1777 
  AC 0.3258   0.2806     0.3964   0.3546     0.5963 1.4781   0.5515 1.4980 
  Lag 1.4803   8.8805 ***   1.0110   2.0495     0.0029 1.3507   0.1523 1.5858 
  Busy -0.5533   0.7413     -0.5767   0.5917     0.3892 1.1212   0.4418 1.1474 
  Intercept -12.5527   11.7514 ***   -10.4655   4.6480 **   0.0006 -   0.0311 - 
Nagelkerke R2 0.4359   0.3489             
Number of Obs. 233   130             

 

  



 LXXVIII 

Appendix 14: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong7 (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong7 -0.3735   0.3273     -0.0445   0.0042     0.5673 1.1868   0.9485 1.2943 
Audit Firm-Specific Variables                             
  Big4 -0.3030   0.1460     -0.2604   0.1041     0.7024 2.1648   0.7470 2.1376 
  IndExp 2.4340   7.3951 ***   2.0949   5.5216 **   0.0065 1.3912   0.0188 1.6247 
  Office 0.1351   0.5807     0.2045   1.8506     0.4460 2.3898   0.1737 2.6387 
Client-Specific Variables                               
  Age -0.1932   0.8167     -0.0267   0.0086     0.3661 1.1447   0.9261 1.2099 
  Size 0.4171   5.8464 **   0.3064   2.1374     0.0156 2.3048   0.1437 2.3389 
  OCF -2.5234   1.6277     2.3117   0.3836     0.2020 1.5975   0.5357 1.5679 
  Lev -3.8188   5.8414 **   -2.8029   3.1471 *   0.0157 3.6701   0.0761 2.8637 
  pBank 0.8060   19.5874 ***   0.7114   10.9181 ***   0.0000 4.4150   0.0010 3.4648 
  MB 0.2140   3.2993 *   0.0892   0.8018     0.0693 1.1382   0.3706 1.1758 
  AC 0.3697   0.3297     0.3721   0.2867     0.5658 1.4800   0.5923 1.5251 
  Lag 1.4439   8.8137 ***   0.9816   1.8954     0.0030 1.3810   0.1686 1.6273 
  Busy -0.5536   0.7314     -0.5655   0.5515     0.3924 1.1090   0.4577 1.1476 
  Intercept -12.5710   12.1336 ***   -10.1831   4.2315 **   0.0005 -   0.0397 - 
Nagelkerke R2 0.4385   0.3478             
Number of Obs. 233   130             
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Appendix 15: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong8 (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong8 -1.4385   2.7560 *   -1.0607   1.7433     0.0969 1.2218   0.1867 1.3519 
Audit Firm-Specific Variables                             
  Big4 -0.3593   0.1954     -0.2923   0.1283     0.6585 2.1608   0.7202 2.1187 
  IndExp 2.6578   7.8920 ***   2.2352   5.6830 **   0.0050 1.3741   0.0171 1.6223 
  Office 0.1547   0.8337     0.2314   2.4833     0.3612 2.3924   0.1151 2.6285 
Client-Specific Variables                               
  Age -0.1217   0.3414     0.0728   0.0651     0.5590 1.1485   0.7986 1.2771 
  Size 0.4297   6.3194 **   0.2829   1.9925     0.0119 2.2742   0.1581 2.3381 
  OCF -2.1670   1.3521     2.5829   0.6007     0.2449 1.6224   0.4383 1.5836 
  Lev -4.9592   9.3912 ***   -3.6384   4.7306 **   0.0022 3.7452   0.0296 2.9385 
  pBank 0.9711   22.9913 ***   0.8290   13.5620 ***   0.0000 4.4797   0.0002 3.5373 
  MB 0.2353   4.7437 **   0.0905   0.8789     0.0294 1.1395   0.3485 1.1778 
  AC 0.6354   0.7229     0.5955   0.6118     0.3952 1.4842   0.4341 1.5439 
  Lag 1.3393   8.0189 ***   0.7891   1.3748     0.0046 1.3896   0.2410 1.6171 
  Busy -0.6603   0.8873     -0.6743   0.8876     0.3462 1.1088   0.3461 1.1472 
  Intercept -12.1439   11.1670 ***   -9.2210   3.8871 **   0.0008 -   0.0487 - 
Nagelkerke R2 0.4606   0.3684             
Number of Obs. 233   130             
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Appendix 16: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong9 (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong9 -1.3944   2.5069     -1.5466   3.9807 **   0.1133 1.2138   0.0460 1.4358 
Audit Firm-Specific Variables                             
  Big4 -0.3218   0.1758     -0.3673   0.2061     0.6750 2.1434   0.6499 2.1399 
  IndExp 2.4725   7.3450 ***   2.1807   5.7122 **   0.0067 1.3621   0.0168 1.6232 
  Office 0.1290   0.5495     0.2211   2.5725     0.4585 2.3916   0.1087 2.6320 
Client-Specific Variables                               
  Age -0.1571   0.5583     0.0925   0.1028     0.4549 1.1259   0.7486 1.2702 
  Size 0.4483   6.1072 **   0.3597   2.7945 *   0.0135 2.2752   0.0946 2.3552 
  OCF -2.1192   1.1776     2.7169   0.5839     0.2778 1.6168   0.4448 1.5690 
  Lev -4.2045   7.1595 ***   -3.6095   5.5081 **   0.0075 3.6532   0.0189 2.8518 
  pBank 0.8734   18.0155 ***   0.8371   14.3830 ***   0.0000 4.3968   0.0001 3.4565 
  MB 0.2264   3.3658 *   0.0969   0.9140     0.0666 1.1409   0.3390 1.1756 
  AC 0.4785   0.5292     0.5094   0.4953     0.4669 1.4844   0.4816 1.5385 
  Lag 1.3772   7.8393 ***   0.8138   1.4724     0.0051 1.3884   0.2250 1.6168 
  Busy -0.6497   0.8636     -0.6729   0.7970     0.3527 1.1088   0.3720 1.1485 
  Intercept -12.4566   11.8837 ***   -10.1077   4.6788 **   0.0006 -   0.0305 - 
Nagelkerke R2 0.4532   0.3782             
Number of Obs. 233   130             
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Appendix 17: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong10 (Less FT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong10 -2.3390   6.7615 ***   -2.2445   6.9852 ***   0.0093 1.2262   0.0082 1.4230 
Audit Firm-Specific Variables                             
  Big4 -0.3586   0.2298     -0.4262   0.3056     0.6316 2.1377   0.5804 2.1404 
  IndExp 2.4309   7.6375 ***   1.9581   5.1223 **   0.0057 1.3609   0.0236 1.6552 
  Office 0.1130   0.4219     0.1843   1.7194     0.5160 2.3921   0.1898 2.6294 
Client-Specific Variables                               
  Age -0.1408   0.4846     0.1234   0.1908     0.4863 1.1062   0.6623 1.2952 
  Size 0.5014   7.0089 ***   0.4172   3.3097 *   0.0081 2.3389   0.0689 2.4004 
  OCF -1.8760   0.8224     2.7370   0.5696     0.3645 1.6234   0.4504 1.5594 
  Lev -4.7083   8.1235 ***   -4.0159   6.2216 **   0.0044 3.7203   0.0126 2.8726 
  pBank 0.9428   17.6804 ***   0.8928   14.1834 ***   0.0000 4.4676   0.0002 3.4966 
  MB 0.2256   3.1986 *   0.0883   0.7765     0.0737 1.1402   0.3782 1.1756 
  AC 0.5274   0.7438     0.5298   0.5874     0.3884 1.5125   0.4434 1.5331 
  Lag 1.4433   9.4901 ***   0.9155   1.9902     0.0021 1.3517   0.1583 1.5968 
  Busy -0.6434   0.7717     -0.7147   0.8603     0.3797 1.1091   0.3536 1.1478 
  Intercept -12.8909   12.7719 ***   -10.4586   5.1212 **   0.0004 -   0.0236 - 
Nagelkerke R2 0.4669   0.3843             
Number of Obs. 233   130             
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Appendix 18: GCO Sensitivity Analysis at Audit Firm Level: GCO on FT (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B   

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF   
                

Test Variable                                 
  FT -0.1072   1.4152     -0.0923   1.0301     0.2342 1.2450   0.3101 1.3715   
Audit Firm-Specific Variables                               
  Big4 -0.3082   0.1738     -0.4744   0.3095     0.6767 2.1570   0.5780 2.0795   
  IndExp 2.1332   5.6866 **   2.4461   5.4634 **   0.0171 1.3809   0.0194 1.6526   
  Office 0.1585   0.8494     0.3029   4.1984 **   0.3567 2.3836   0.0405 2.4326   
Client-Specific Variables                                 
  Age -0.2204   1.0321     -0.0586   0.0522     0.3097 1.1131   0.8193 1.1695   
  Size 0.3941   4.1410 **   0.1976   0.7993     0.0419 2.3829   0.3713 2.4112   
  OCF -3.7784   3.4654 *   3.9141   0.6644     0.0627 1.4052   0.4150 1.3930   
  Lev -4.0756   7.3738 ***   -3.0794   3.7471 *   0.0066 4.0660   0.0529 2.9588   
  pBank 0.7744   18.4961 ***   0.7673   11.9423 ***   0.0000 4.5195   0.0005 3.3724   
  MB 0.0645   0.2260     0.0529   0.3527     0.6345 1.1272   0.5526 1.1721   
  AC 0.4308   0.4350     1.0594   1.5893     0.5095 1.5859   0.2074 1.6412   
  Lag 1.6219   12.1178 ***   1.2411   3.0069 *   0.0005 1.3564   0.0829 1.5269   
  Busy -0.7962   1.9716     -0.8725   1.2831     0.1603 1.0826   0.2573 1.1216   
  Intercept -12.4563   11.7880 ***   -11.0255   4.5895 **   0.0006 -   0.0322 -   
Nagelkerke R2 0.4269   0.4176               
Number of Obs. 237   129               
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Appendix 19: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTShort (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTShort 0.5942   0.8755     0.3578   0.3827     0.3494 1.1348   0.5361 1.1915 
Audit Firm-Specific Variables                             
  Big4 -0.3344   0.2007     -0.4546   0.2750     0.6542 2.1639   0.6000 2.1005 
  IndExp 2.1288   5.6827 **   2.4313   5.3744 **   0.0171 1.3637   0.0204 1.6520 
  Office 0.1615   0.8517     0.2939   4.0180 **   0.3561 2.3842   0.0450 2.4335 
Client-Specific Variables                               
  Age -0.2407   1.2789     -0.0863   0.1174     0.2581 1.0979   0.7319 1.1325 
  Size 0.3907   3.7642 *   0.2077   0.8220     0.0524 2.3500   0.3646 2.4145 
  OCF -4.0690   3.1576 *   3.7440   0.5702     0.0756 1.4161   0.4502 1.3967 
  Lev -3.7601   5.7619 **   -2.7689   3.3223 *   0.0164 3.9527   0.0683 2.8616 
  pBank 0.7351   15.6811 ***   0.7309   11.6919 ***   0.0001 4.4465   0.0006 3.3062 
  MB 0.0612   0.2159     0.0512   0.3105     0.6422 1.1282   0.5774 1.1771 
  AC 0.3789   0.3545     0.9761   1.4814     0.5516 1.5761   0.2236 1.5957 
  Lag 1.7256   11.3870 ***   1.3072   3.0335 *   0.0007 1.3420   0.0816 1.5164 
  Busy -0.7505   1.7287     -0.8697   1.2485     0.1886 1.0906   0.2638 1.1457 
  Intercept -13.7531   10.9432 ***   -11.8774   4.8324 **   0.0009 -   0.0279 - 
Nagelkerke R2 0.4251   0.4133             
Number of Obs. 237   129             
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Appendix 20: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong -2.1424   6.5391 **   -1.0885   1.5242     0.0106 1.2018   0.2170 1.1885 
Audit Firm-Specific Variables                             
  Big4 -0.0903   0.0146     -0.2370   0.0821     0.9040 2.1282   0.7744 2.0637 
  IndExp 2.1817   6.5234 **   2.5229   6.1999 **   0.0106 1.3572   0.0128 1.6483 
  Office 0.1348   0.6242     0.2781   3.4920 *   0.4295 2.4011   0.0617 2.4206 
Client-Specific Variables                               
  Age -0.2371   1.1361     -0.0630   0.0608     0.2865 1.0977   0.8052 1.1846 
  Size 0.3903   4.4422 **   0.2085   0.8603     0.0351 2.3656   0.3536 2.4140 
  OCF -3.2724   2.8746 *   3.7694   0.6485     0.0900 1.4111   0.4207 1.3925 
  Lev -3.8693   6.4669 **   -2.8444   3.6955 *   0.0110 3.8752   0.0546 2.8618 
  pBank 0.7709   18.1715 ***   0.7384   12.2413 ***   0.0000 4.4195   0.0005 3.2990 
  MB 0.0610   0.2147     0.0476   0.2735     0.6431 1.1275   0.6010 1.1723 
  AC 0.4369   0.4993     0.9586   1.4961     0.4798 1.6103   0.2213 1.6015 
  Lag 1.6937   11.8749 ***   1.3549   3.2746 *   0.0006 1.3413   0.0704 1.5045 
  Busy -0.8306   2.0005     -0.7885   1.0354     0.1572 1.0807   0.3089 1.1192 
  Intercept -12.9654   11.0265 ***   -11.9905   4.9478 **   0.0009 -   0.0261 - 
Nagelkerke R2 0.4338   0.4158             
Number of Obs. 237   129             
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Appendix 21: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTShort2 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTShort2 0.1399   0.0417     0.4888   0.4734     0.8383 1.1137   0.4914 1.2403 
Audit Firm-Specific Variables                             
  Big4 -0.2494   0.1170     -0.4462   0.2832     0.7324 2.1267   0.5946 2.1104 
  IndExp 2.1417   6.0513 **   2.5135   6.0089 **   0.0139 1.3522   0.0142 1.6456 
  Office 0.1572   0.8284     0.3100   4.9159 **   0.3627 2.3857   0.0266 2.4943 
Client-Specific Variables                               
  Age -0.2580   1.3632     -0.0886   0.1376     0.2430 1.0933   0.7107 1.1288 
  Size 0.3490   3.3471 *   0.1804   0.6412     0.0673 2.3174   0.4233 2.4146 
  OCF -3.5320   2.7666 *   3.7549   0.5847     0.0962 1.4235   0.4445 1.4136 
  Lev -3.5125   5.3269 **   -2.7792   3.8114 *   0.0210 3.9134   0.0509 2.8458 
  pBank 0.7158   14.7519 ***   0.7246   11.9065 ***   0.0001 4.4265   0.0006 3.2876 
  MB 0.0501   0.1592     0.0556   0.3279     0.6899 1.1283   0.5669 1.1760 
  AC 0.3932   0.3879     1.0356   1.6612     0.5334 1.5762   0.1974 1.6119 
  Lag 1.7122   12.2530 ***   1.3692   3.4787 *   0.0005 1.3416   0.0622 1.5021 
  Busy -0.7682   1.9016     -0.8446   1.2198     0.1679 1.0878   0.2694 1.1184 
  Intercept -13.0723   11.3091 ***   -12.1586   5.2401 **   0.0008 -   0.0221 - 
Nagelkerke R2 0.4182   0.4143             
Number of Obs. 237   129             
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Appendix 22: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong7 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong7 -0.2420   0.1460     -0.0397   0.0038     0.7024 1.1890   0.9508 1.2943 
Audit Firm-Specific Variables                             
  Big4 -0.2604   0.1234     -0.3431   0.1688     0.7254 2.1571   0.6812 2.0569 
  IndExp 2.1407   5.7858 **   2.4783   5.7489 **   0.0162 1.3944   0.0165 1.6495 
  Office 0.1579   0.8056     0.2855   3.4314 *   0.3694 2.3843   0.0640 2.4332 
Client-Specific Variables                               
  Age -0.2535   1.3120     -0.0956   0.1322     0.2520 1.1199   0.7162 1.1410 
  Size 0.3578   3.9942 **   0.1998   0.7808     0.0457 2.3570   0.3769 2.4133 
  OCF -3.4995   3.1276 *   3.8156   0.6351     0.0770 1.4070   0.4255 1.4063 
  Lev -3.6974   5.5259 **   -2.5855   2.7409 *   0.0187 4.0128   0.0978 2.9507 
  pBank 0.7389   16.2349 ***   0.7136   10.0959 ***   0.0001 4.5268   0.0015 3.3729 
  MB 0.0547   0.1902     0.0480   0.2793     0.6627 1.1272   0.5972 1.1718 
  AC 0.4095   0.3936     0.9800   1.4013     0.5304 1.5794   0.2365 1.6503 
  Lag 1.6750   12.0795 ***   1.3398   3.3348 *   0.0005 1.3666   0.0678 1.5282 
  Busy -0.7751   1.9222     -0.8009   1.0785     0.1656 1.0811   0.2990 1.1163 
  Intercept -12.8337   11.9569 ***   -11.9002   4.9183 **   0.0005 -   0.0266 - 
Nagelkerke R2 0.4190   0.4100             
Number of Obs. 237   129             
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Appendix 23: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong8 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong8 -1.1950   2.3149     -1.0519   1.6554     0.1281 1.2297   0.1982 1.3375 
Audit Firm-Specific Variables                             
  Big4 -0.3196   0.1679     -0.4208   0.2294     0.6820 2.1532   0.6320 2.0430 
  IndExp 2.2084   5.3031 **   2.5848   5.8273 **   0.0213 1.3744   0.0158 1.6479 
  Office 0.1666   0.9558     0.3117   3.8804 **   0.3282 2.3846   0.0489 2.4235 
Client-Specific Variables                               
  Age -0.2018   0.8703     -0.0233   0.0076     0.3509 1.1249   0.9306 1.1853 
  Size 0.3596   4.0310 **   0.1615   0.5517     0.0447 2.3236   0.4576 2.4162 
  OCF -3.2874   3.2778 *   3.8444   0.7857     0.0702 1.4243   0.3754 1.4150 
  Lev -4.6956   9.2911 ***   -3.4773   4.1443 **   0.0023 4.0941   0.0418 3.0325 
  pBank 0.8694   20.3292 ***   0.8240   11.8409 ***   0.0000 4.5918   0.0006 3.4354 
  MB 0.0669   0.2659     0.0511   0.3310     0.6061 1.1283   0.5651 1.1770 
  AC 0.6080   0.6505     1.2568   1.6415     0.4199 1.5861   0.2001 1.6718 
  Lag 1.5211   11.1204 ***   1.1428   2.5478     0.0009 1.3744   0.1104 1.5235 
  Busy -0.8865   2.2232     -0.9358   1.5369     0.1360 1.0807   0.2151 1.1146 
  Intercept -11.7950   10.2777 ***   -10.6364   4.4929 **   0.0013 -   0.0340 - 
Nagelkerke R2 0.4361   0.4288             
Number of Obs. 237   129             
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Appendix 24: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong9 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong9 -1.0973   1.9451     -1.5131   4.0335 **   0.1631 1.2126   0.0446 1.4051 
Audit Firm-Specific Variables                             
  Big4 -0.2938   0.1584     -0.5250   0.3560     0.6907 2.1407   0.5507 2.0600 
  IndExp 2.1092   5.3918 **   2.5334   5.8637 **   0.0202 1.3659   0.0155 1.6482 
  Office 0.1513   0.7729     0.3093   4.4340 **   0.3793 2.3842   0.0352 2.4263 
Client-Specific Variables                               
  Age -0.2227   1.0633     0.0081   0.0009     0.3025 1.1094   0.9764 1.1944 
  Size 0.3843   4.3816 **   0.2343   1.0411     0.0363 2.3250   0.3076 2.4166 
  OCF -3.2105   2.8828 *   4.2106   0.8551     0.0895 1.4252   0.3551 1.4107 
  Lev -4.0636   6.7551 ***   -3.4469   4.5721 **   0.0093 3.9678   0.0325 2.9186 
  pBank 0.7919   16.5977 ***   0.8380   11.8676 ***   0.0000 4.4967   0.0006 3.3614 
  MB 0.0585   0.2072     0.0564   0.3743     0.6490 1.1293   0.5407 1.1733 
  AC 0.4761   0.4983     1.1510   1.6594     0.4803 1.5859   0.1977 1.6611 
  Lag 1.6008   11.1014 ***   1.1563   2.5117     0.0009 1.3697   0.1130 1.5213 
  Busy -0.8626   2.1759     -0.9088   1.3145     0.1402 1.0808   0.2516 1.1173 
  Intercept -12.5384   11.1070 ***   -11.5540   4.8590 **   0.0009 -   0.0275 - 
Nagelkerke R2 0.4292   0.4388             
Number of Obs. 237   129             
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Appendix 25: GCO Sensitivity Analysis at Audit Firm Level: GCO on FTLong10 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  FTLong10 -1.9617   5.7706 **   -1.9697   6.4597 **   0.0163 1.2314   0.0110 1.3986 
Audit Firm-Specific Variables                             
  Big4 -0.3279   0.2119     -0.5408   0.4557     0.6453 2.1382   0.4996 2.0632 
  IndExp 2.0368   5.5040 **   2.2216   4.9304 **   0.0190 1.3685   0.0264 1.6785 
  Office 0.1311   0.5964     0.2627   3.2257 *   0.4399 2.3882   0.0725 2.4310 
Client-Specific Variables                               
  Age -0.2033   0.9098     0.0111   0.0019     0.3402 1.0951   0.9655 1.2261 
  Size 0.4351   5.0273 **   0.2920   1.4523     0.0250 2.3900   0.2282 2.4622 
  OCF -3.0311   2.3341     4.1571   0.7893     0.1266 1.4268   0.3743 1.3994 
  Lev -4.5102   7.4417 ***   -3.7247   5.1480 **   0.0064 4.0355   0.0233 2.9507 
  pBank 0.8562   16.1629 ***   0.8706   12.8236 ***   0.0001 4.5640   0.0003 3.4240 
  MB 0.0593   0.2123     0.0464   0.2552     0.6450 1.1302   0.6135 1.1723 
  AC 0.5006   0.6222     1.1351   1.9272     0.4302 1.6073   0.1651 1.6528 
  Lag 1.6247   11.9851 ***   1.2664   3.3175 *   0.0005 1.3417   0.0685 1.5061 
  Busy -0.8867   2.1170     -0.9591   1.4566     0.1457 1.0807   0.2275 1.1164 
  Intercept -12.6776   11.2059 ***   -11.7597   5.2287 **   0.0008 -   0.0222 - 
Nagelkerke R2 0.4407   0.4377             
Number of Obs. 237   129             

 

  



 XC 

Appendix 26: GCO Analysis at Audit Partner Level: GCO on EPT and RPT 

    Model A   Model B   Model A   Model B 

Variable Coeff. 
  

Wald 
    

Coeff. 
  

Wald 
    

p-Value VIF 
  

p-Value VIF               
Test Variables                               
  EPT 0.1467   0.8516     0.0597   0.0850     0.3561 1.3423   0.7706 1.7931 
  RPT -0.2055   1.4546     -0.1644   0.7273     0.2278 1.3237   0.3938 1.6189 
Audit Partner-Specific Variables                             
  EPExp -0.0824   3.3738 *   0.0682   1.0559     0.0662 1.2640   0.3042 1.3390 
  RPExp -0.0449   1.7117     -0.0351   0.6576     0.1908 1.1534   0.4174 1.1023 
  EPAbility 1.3122   3.3691 *   0.3869   0.2140     0.0664 1.1096   0.6437 1.2684 
  RPAbility 1.4186   4.6870 **   0.5564   0.6322     0.0304 1.2295   0.4266 1.4672 
  Gender 0.2257   0.1166     0.0889   0.0153     0.7327 1.1922   0.9016 1.3541 
Audit Firm-Specific Variables                             
  Big4 0.2722   0.1381     0.3244   0.1812     0.7102 2.1587   0.6704 2.3868 
  IndExp 2.0773   4.9918 **   1.7028   2.7227 *   0.0255 1.4001   0.0989 1.7631 
  Office -0.0462   0.0990     0.1115   0.6226     0.7530 2.4415   0.4301 2.8587 
Client-Specific Variables                             
  Age -0.2610   1.2045     -0.1225   0.2188     0.2724 1.1124   0.6400 1.2299 
  Size 0.5801   7.1263 ***   0.3920   3.1159 *   0.0076 2.4132   0.0775 2.3089 
  OCF -4.2348   4.4884 **   1.0020   0.0876     0.0341 1.5928   0.7672 1.4720 
  Lev -3.2134   4.2546 **   -2.4571   2.4306     0.0391 3.8361   0.1190 3.0864 
  pBank 0.6393   11.2154 ***   0.5837   8.2532 ***   0.0008 4.6305   0.0041 3.8932 
  MB 0.0905   0.5783     0.0916   0.6803     0.4470 1.1300   0.4095 1.2438 
  AC 0.0827   0.0135     0.5825   0.7012     0.9076 1.4981   0.4024 1.6370 
  Lag 1.9134   12.3764 ***   1.8397   5.3735 **   0.0004 1.4427   0.0204 1.7365 
  Busy -1.2287   3.3784 *   -0.6904   0.6634     0.0661 1.1826   0.4154 1.2115 
  Y2008 0.5378   0.6307     0.8820   1.3042     0.4271 2.0507   0.2534 2.2763 
  Y2009 -1.5620   3.0859 *   -0.9222   0.5959     0.0790 2.1457   0.4401 1.9497 
  Intercept -12.4701   11.1040 ***   -14.0750   7.1195 ***   0.0009 -   0.0076 - 
Nagelkerke R2 0.4808   0.3992             
Number of Obs. 277   151             

 

  



 XCI 

Appendix 27: GCO Analysis at Audit Partner Level: GCO on EPTShort and RPTShort 

    Model A   Model B   Model A   Model B 

Variable Coeff. 
  

Wald 
    

Coeff. 
  

Wald 
    

p-Value VIF 
  

p-Value VIF               
Test Variables                               
  EPTShort -0.3612   0.3341     0.0605   0.0054     0.5632 1.4026   0.9413 1.9960 
  RPTShort 0.7272   1.5709     0.7681   0.8751     0.2101 1.3304   0.3496 1.7373 
Audit Partner-Specific Variables                             
  EPExp -0.0763   3.0076 *   0.0839   1.5780     0.0829 1.2563   0.2090 1.3475 
  RPExp -0.0487   2.2027     -0.0412   0.9058     0.1378 1.1522   0.3412 1.0961 
  EPAbility 1.3218   3.7625 *   0.3858   0.2287     0.0524 1.1091   0.6325 1.2254 
  RPAbility 1.3700   4.3846 **   0.5745   0.6707     0.0363 1.2239   0.4128 1.4603 
  Gender 0.1804   0.0792     0.0174   0.0006     0.7784 1.1817   0.9798 1.2929 
Audit Firm-Specific Variables                             
  Big4 0.2443   0.1102     0.2121   0.0752     0.7399 2.1581   0.7839 2.3607 
  IndExp 2.1852   5.7083 **   1.8065   3.3249 *   0.0169 1.3995   0.0682 1.7515 
  Office -0.0373   0.0643     0.1237   0.7691     0.7998 2.4408   0.3805 2.8110 
Client-Specific Variables                               
  Age -0.2349   1.0937     -0.0706   0.0740     0.2956 1.1135   0.7855 1.2558 
  Size 0.5845   7.3072 ***   0.4044   3.3531 *   0.0069 2.4237   0.0671 2.3169 
  OCF -4.3511   4.6021 **   0.8993   0.0667     0.0319 1.5786   0.7961 1.4709 
  Lev -3.1077   3.8232 *   -2.2414   1.7272     0.0505 3.8460   0.1888 3.1138 
  pBank 0.6336   10.5421 ***   0.5670   6.0134 **   0.0012 4.6270   0.0142 3.9366 
  MB 0.0909   0.5856     0.0975   0.8033     0.4441 1.1287   0.3701 1.2363 
  AC 0.0510   0.0054     0.6089   0.8297     0.9416 1.5051   0.3624 1.6414 
  Lag 1.8785   11.4991 ***   1.8723   5.5611 **   0.0007 1.4475   0.0184 1.7460 
  Busy -1.2011   3.3895 *   -0.6621   0.6641     0.0656 1.1816   0.4151 1.2500 
  Intercept -12.9667   9.7408 ***   -15.5948   8.2367 ***   0.0018 -   0.0041 - 
Nagelkerke R2 0.4796   0.4053             
Number of Obs. 277   151             

 

  



 XCII 

Appendix 28: GCO Analysis at Audit Partner Level: GCO on EPTLong and RPTLong 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTLong 0.3655   0.2612     0.3248   0.1151     0.6093 1.1455   0.7345 1.4804 
  RPTLong 0.5216   0.4786     0.6309   0.3758     0.4890 1.1493   0.5398 1.4097 
Audit Partner-Specific Variables                             
  EPExp -0.0852   3.4227 *   0.0529   0.7378     0.0643 1.2225   0.3904 1.2581 
  RPExp -0.0494   2.1648     -0.0374   0.7351     0.1412 1.1329   0.3912 1.0903 
  EPAbility 1.1388   2.8213 *   0.1981   0.0586     0.0930 1.1050   0.8088 1.3072 
  RPAbility 1.3333   3.9452 **   0.5274   0.5371     0.0470 1.2235   0.4637 1.4469 
  Gender 0.2041   0.0957     0.0604   0.0069     0.7571 1.2152   0.9337 1.3438 
Audit Firm-Specific Variables                             
  Big4 0.3270   0.1809     0.3313   0.1762     0.6706 2.1662   0.6747 2.3283 
  IndExp 2.1280   5.0223 **   1.6232   2.5685     0.0250 1.4077   0.1090 1.7563 
  Office -0.0377   0.0643     0.1076   0.5246     0.7998 2.4653   0.4689 2.8974 
Client-Specific Variables                               
  Age -0.2028   0.8810     -0.1441   0.3162     0.3479 1.1143   0.5739 1.2004 
  Size 0.5650   6.8284 ***   0.3848   2.9237 *   0.0090 2.4416   0.0873 2.3216 
  OCF -4.0450   3.7946 *   1.3264   0.1460     0.0514 1.5856   0.7024 1.4785 
  Lev -3.2200   4.0728 **   -2.6846   2.9039 *   0.0436 3.8374   0.0884 3.0797 
  pBank 0.6758   11.9492 ***   0.6430   9.9139 ***   0.0005 4.6048   0.0016 3.7369 
  MB 0.0840   0.5355     0.0816   0.5970     0.4643 1.1376   0.4397 1.2507 
  AC -0.0688   0.0105     0.4845   0.4899     0.9186 1.4774   0.4840 1.5539 
  Lag 1.8011   12.4427 ***   1.7864   5.1458 **   0.0004 1.4483   0.0233 1.6907 
  Busy -1.2870   3.6853 *   -0.7569   0.8409     0.0549 1.2001   0.3591 1.2048 
  Intercept -12.0457   11.2778 ***   -13.5073   6.9905 ***   0.0008 -   0.0082 - 
Nagelkerke R2 0.4766   0.3989             
Number of Obs. 277   151             

 

  



 XCIII 

Appendix 29: GCO Analysis at Audit Partner Level: GCO on EPTShort and EPTLong as well as RPTShort and RPTLong 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTShort -0.4252   0.2875     0.3109   0.1002     0.5918 1.9828   0.7516 2.5740 
  EPTLong 0.3495   0.1499     0.9587   0.7185     0.6986 1.5702   0.3966 1.9028 
  RPTShort 1.1984   2.4361     1.1760   1.5536     0.1186 1.8611   0.2126 2.1463 
  RPTLong 1.4551   1.8856     1.1728   0.9563     0.1697 1.6199   0.3281 1.7485 
Audit Partner-Specific Variables                             
  EPExp -0.0809   3.2517 *   0.0701   1.1222     0.0713 1.2639   0.2894 1.3516 
  RPExp -0.0463   1.8206     -0.0437   0.9057     0.1772 1.1540   0.3413 1.0963 
  EPAbility 1.2171   3.5138 *   0.1243   0.0250     0.0609 1.1113   0.8745 1.3134 
  RPAbility 1.4446   4.5733 **   0.6108   0.6819     0.0325 1.2241   0.4089 1.4638 
  Gender 0.2897   0.1843     0.2200   0.0907     0.6677 1.2295   0.7633 1.3498 
Audit Firm-Specific Variables                               
  Big4 0.4011   0.2757     0.2544   0.0953     0.5995 2.1729   0.7575 2.3652 
  IndExp 2.3761   6.1211 **   1.8893   3.5910 *   0.0134 1.4116   0.0581 1.7604 
  Office -0.0438   0.0900     0.1174   0.6408     0.7642 2.4790   0.4234 2.8977 
Client-Specific Variables                               
  Age -0.2090   0.8700     -0.0773   0.0805     0.3510 1.1175   0.7767 1.2560 
  Size 0.5790   6.2211 **   0.3875   2.5778     0.0126 2.4465   0.1084 2.3254 
  OCF -4.4045   4.3175 **   1.1713   0.1043     0.0377 1.5879   0.7468 1.4881 
  Lev -3.2973   3.6620 *   -2.4772   1.7766     0.0557 3.8513   0.1826 3.1309 
  pBank 0.6524   9.8309 ***   0.5887   5.6710 **   0.0017 4.6277   0.0172 3.9460 
  MB 0.0802   0.4417     0.0895   0.6290     0.5063 1.1403   0.4277 1.2587 
  AC 0.1089   0.0242     0.7400   1.0287     0.8765 1.5100   0.3105 1.6507 
  Lag 1.9443   10.3383 ***   2.0651   5.9445 **   0.0013 1.4588   0.0148 1.7856 
  Busy -1.3740   3.7482 *   -0.8224   0.9749     0.0529 1.2031   0.3235 1.2594 
  Intercept -13.5910   8.6712 ***   -16.4249   8.2930 ***   0.0032 -   0.0040 - 
Nagelkerke R2 0.4881   0.4211             
Number of Obs. 277   151             

 

  



 XCIV 

Appendix 30: GCO Analysis at Audit Partner Level: GCO on EPTShort2 and RPTShort2 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTShort2 -0.7026   0.9802     -0.2049   0.0675     0.3221 1.5107   0.7950 1.7794 
  RPTShort2 0.4034   0.3867     0.2669   0.1889     0.5341 1.5103   0.6638 1.6550 
Audit Partner-Specific Variables                             
  EPExp -0.0983   4.0914 **   0.0614   0.7625     0.0431 1.2253   0.3825 1.3218 
  RPExp -0.0495   2.1168     -0.0361   0.7040     0.1457 1.1562   0.4014 1.1034 
  EPAbility 1.2279   2.5542     0.3966   0.2291     0.1100 1.1156   0.6322 1.2450 
  RPAbility 1.3653   3.8533 **   0.5685   0.6934     0.0496 1.2373   0.4050 1.4771 
  Gender 0.1863   0.0825     0.0470   0.0044     0.7740 1.1832   0.9469 1.3576 
Audit Firm-Specific Variables                             
  Big4 0.2524   0.1131     0.2977   0.1504     0.7366 2.1588   0.6981 2.3155 
  IndExp 2.0933   5.0468 **   1.6556   2.3331     0.0247 1.4006   0.1266 1.7786 
  Office -0.0473   0.1014     0.1059   0.5496     0.7501 2.4212   0.4585 2.8293 
Client-Specific Variables                               
  Age -0.2449   1.0563     -0.1238   0.2258     0.3041 1.1074   0.6346 1.2275 
  Size 0.5761   7.6546 ***   0.3938   3.2176 *   0.0057 2.4149   0.0729 2.3103 
  OCF -4.1077   3.9741 **   1.0856   0.1003     0.0462 1.5837   0.7515 1.4695 
  Lev -3.2807   4.1905 **   -2.5269   2.5664     0.0407 3.8563   0.1092 3.0620 
  pBank 0.6666   12.1360 ***   0.6079   9.3205 ***   0.0005 4.5947   0.0023 3.8054 
  MB 0.0844   0.5316     0.0875   0.5617     0.4659 1.1265   0.4536 1.2365 
  AC 0.0206   0.0010     0.5138   0.6413     0.9753 1.4892   0.4232 1.6012 
  Lag 1.8239   12.6857 ***   1.7617   5.3934 **   0.0004 1.4473   0.0202 1.6929 
  Busy -1.2229   3.3901 *   -0.7171   0.7277     0.0656 1.1787   0.3936 1.1998 
  Intercept -11.7572   10.4362 ***   -13.7650   7.6618 ***   0.0012 -   0.0056 - 
Nagelkerke R2 0.4801   0.3961             
Number of Obs. 277   151             

 

  



 XCV 

Appendix 31: GCO Analysis at Audit Partner Level: GCO on EPTLong5 and RPTLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTLong5 0.4540   0.4291     0.1374   0.0348     0.5124 1.2366   0.8519 1.5473 
  RPTLong5 -1.5701   3.6272 *   -0.9607   1.2754     0.0568 1.1767   0.2587 1.3375 
Audit Partner-Specific Variables                             
  EPExp -0.0728   2.4827     0.0770   1.5131     0.1151 1.2467   0.2187 1.2894 
  RPExp -0.0541   2.5942     -0.0367   0.7342     0.1073 1.1411   0.3915 1.0907 
  EPAbility 1.5180   5.2413 **   0.4740   0.3149     0.0221 1.1045   0.5747 1.2557 
  RPAbility 1.4060   4.9400 **   0.5436   0.5941     0.0262 1.2271   0.4408 1.4439 
  Gender 0.1885   0.0858     0.0302   0.0020     0.7696 1.1873   0.9646 1.3046 
Audit Firm-Specific Variables                             
  Big4 0.2444   0.1044     0.2210   0.0777     0.7466 2.1614   0.7805 2.4224 
  IndExp 2.1192   4.9812 **   1.7164   2.8306 *   0.0256 1.4016   0.0925 1.7479 
  Office -0.0584   0.1581     0.1201   0.6583     0.6909 2.4573   0.4172 2.8655 
Client-Specific Variables                               
  Age -0.2573   1.2073     -0.1039   0.1530     0.2719 1.1128   0.6957 1.2097 
  Size 0.6204   8.1109 ***   0.4079   3.3174 *   0.0044 2.4543   0.0686 2.3081 
  OCF -4.4009   4.8142 **   0.9961   0.0891     0.0282 1.6055   0.7653 1.4641 
  Lev -3.0540   3.6228 *   -2.4990   2.6729     0.0570 3.8665   0.1021 3.0663 
  pBank 0.6383   11.0077 ***   0.6090   9.3760 ***   0.0009 4.6248   0.0022 3.7502 
  MB 0.1055   0.7179     0.0996   0.9530     0.3968 1.1383   0.3290 1.2588 
  AC 0.1206   0.0287     0.5614   0.6957     0.8654 1.4862   0.4042 1.5583 
  Lag 1.9517   11.2770 ***   1.8294   5.0232 **   0.0008 1.4482   0.0250 1.6837 
  Busy -1.2457   3.6380 *   -0.6944   0.6913     0.0565 1.1839   0.4057 1.2145 
  Intercept -13.0323   10.6615 ***   -14.5500   7.5376 ***   0.0011 -   0.0060 - 
Nagelkerke R2 0.4916   0.4033             
Number of Obs. 277   151             

 

  



 XCVI 

Appendix 32: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPT and RPT (Less EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPT -0.3020   0.8234     0.1403   0.1542     0.3642 1.6416   0.6946 2.3570 
  RPT 0.0563   0.0195     -0.3192   0.8327     0.8890 1.6274   0.3615 2.4375 
Audit Partner-Specific Variables                             
  EPExp -0.5250   3.8208 *   -0.1329   1.1755     0.0506 1.2440   0.2783 1.5342 
  RPExp -0.0798   1.5886     -0.0092   0.0188     0.2075 1.2685   0.8908 1.1522 
  EPAbility -0.1306   0.0091     -0.6717   0.2102     0.9240 1.1775   0.6466 1.3903 
  RPAbility 2.6453   2.9204 *   0.9275   0.5511     0.0875 1.2930   0.4579 1.7845 
  Gender -0.9356   0.9959     -0.3698   0.0916     0.3183 1.2924   0.7622 1.5382 
Audit Firm-Specific Variables                             
  Big4 1.7784   1.0251     -0.1022   0.0058     0.3113 2.3262   0.9393 2.6327 
  IndExp 3.9100   6.2501 **   2.0840   1.5878     0.0124 1.5973   0.2076 2.2368 
  Office -0.1037   0.1921     0.1418   0.3753     0.6612 2.7735   0.5401 2.9476 
Client-Specific Variables                               
  Age 0.1470   0.1525     0.0036   0.0001     0.6962 1.2015   0.9938 1.3714 
  Size 1.1861   4.5777 **   0.4439   2.1540     0.0324 3.0166   0.1422 2.8454 
  OCF -10.1870   4.4882 **   -1.0484   0.0969     0.0341 1.8949   0.7556 1.6703 
  Lev -8.4635   6.2484 **   -5.5570   4.0650 **   0.0124 3.9156   0.0438 3.2775 
  pBank 1.2826   9.7506 ***   0.7804   5.5386 **   0.0018 4.7427   0.0186 3.8300 
  MB 0.5955   9.6941 ***   0.2694   3.9541 **   0.0018 1.2483   0.0468 1.3723 
  AC 2.0734   2.7746 *   2.3268   2.6621     0.0958 1.6723   0.1028 1.7291 
  Lag 3.4818   4.1792 **   2.3856   2.4875     0.0409 1.5625   0.1148 2.0442 
  Busy -0.6881   0.4290     0.9524   0.4458     0.5125 1.2548   0.5043 1.4530 
  Intercept -23.6947   4.9031 **   -17.1536   3.0452 *   0.0268 -   0.0810 - 
Nagelkerke R2 0.6234   0.4650             
Number of Obs. 154   87             

 

  



 XCVII 

Appendix 33: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTShort and RPTShort (Less EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTShort 0.9255   0.6906     -0.0170   0.0003     0.4060 1.6109   0.9870 2.2825 
  RPTShort 0.1218   0.0188     1.5308   2.3685     0.8911 1.5550   0.1238 2.3458 
Audit Partner-Specific Variables                             
  EPExp -0.4896   3.2604 *   -0.1034   0.9393     0.0710 1.2525   0.3325 1.5485 
  RPExp -0.0918   1.6439     -0.0325   0.2223     0.1998 1.2456   0.6373 1.1583 
  EPAbility -0.1212   0.0078     -0.5750   0.1798     0.9298 1.1859   0.6716 1.3476 
  RPAbility 2.4823   2.6494     1.0465   0.7598     0.1036 1.2922   0.3834 1.7865 
  Gender -0.6980   0.5813     -0.3041   0.0616     0.4458 1.2683   0.8039 1.4374 
Audit Firm-Specific Variables                             
  Big4 1.5777   0.8262     -0.2169   0.0249     0.3634 2.3321   0.8746 2.6065 
  IndExp 3.7763   5.6163 **   2.6006   2.3393     0.0178 1.5890   0.1261 2.1870 
  Office -0.1266   0.2952     0.1411   0.3862     0.5869 2.7561   0.5343 2.8309 
Client-Specific Variables                               
  Age 0.2065   0.2995     0.1318   0.0791     0.5842 1.2168   0.7785 1.3617 
  Size 1.2309   5.2028 **   0.4619   2.4337     0.0226 3.0015   0.1188 2.7805 
  OCF -9.7813   4.4540 **   -1.2586   0.1178     0.0348 1.8453   0.7314 1.6669 
  Lev -8.3415   6.7526 ***   -5.0745   4.2148 **   0.0094 3.8798   0.0401 3.2525 
  pBank 1.2645   10.5572 ***   0.7031   4.2742 **   0.0012 4.7153   0.0387 4.0141 
  MB 0.5955   9.9916 ***   0.2871   4.2824 **   0.0016 1.2418   0.0385 1.3327 
  AC 1.9925   2.6094     2.4096   3.0256 *   0.1062 1.6912   0.0820 1.7407 
  Lag 3.5573   5.0113 **   2.5655   2.9902 *   0.0252 1.5691   0.0838 2.0657 
  Busy -0.5926   0.3588     1.0933   0.6277     0.5492 1.2410   0.4282 1.5171 
  Intercept -25.7556   6.5487 **   -20.2456   4.7857 **   0.0105 -   0.0287 - 
Nagelkerke R2 0.6242   0.4876             
Number of Obs. 154   87             

 

  



 XCVIII 

Appendix 34: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTLong and RPTLong (Less EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTLong -1.7258   1.4408     -0.7291   0.2532     0.2300 1.4118   0.6148 2.0055 
  RPTLong 4.1164   3.4307 *   2.1109   1.4016     0.0640 1.4024   0.2365 1.9209 
Audit Partner-Specific Variables                             
  EPExp -0.7475   5.1425 **   -0.2344   2.5075     0.0233 1.2379   0.1133 1.3809 
  RPExp -0.0976   1.6793     0.0073   0.0107     0.1950 1.1971   0.9176 1.1497 
  EPAbility -0.3749   0.0610     -1.2796   0.6254     0.8049 1.1594   0.4291 1.4470 
  RPAbility 3.3827   3.2865 *   1.3196   0.8829     0.0699 1.2964   0.3474 1.8279 
  Gender -1.0257   1.3800     -0.6767   0.2891     0.2401 1.3223   0.5908 1.5171 
Audit Firm-Specific Variables                             
  Big4 3.0905   1.7890     0.2140   0.0229     0.1811 2.3220   0.8798 2.5560 
  IndExp 5.1781   3.3057 *   2.0593   1.3618     0.0690 1.5877   0.2432 2.2363 
  Office -0.0858   0.1319     0.1896   0.5729     0.7165 2.8368   0.4491 2.9280 
Client-Specific Variables                               
  Age 0.3685   0.4084     0.0303   0.0038     0.5228 1.2313   0.9508 1.3220 
  Size 1.1723   5.0766 **   0.2488   0.4599     0.0243 3.0800   0.4977 2.9105 
  OCF -11.5753   3.7768 *   -1.4157   0.1344     0.0520 1.8613   0.7140 1.6854 
  Lev -10.4540   7.8351 ***   -5.9360   4.5479 **   0.0051 3.8429   0.0330 3.3066 
  pBank 1.7054   8.4763 ***   0.8615   5.4105 **   0.0036 4.7275   0.0200 3.8008 
  MB 0.7496   9.3170 ***   0.2836   4.1846 **   0.0023 1.2471   0.0408 1.3614 
  AC 2.2787   2.4218     2.1126   2.2643     0.1197 1.6498   0.1324 1.6987 
  Lag 3.6346   4.5648 **   1.8819   1.4847     0.0326 1.5538   0.2230 2.0298 
  Busy -1.9517   1.5496     0.2475   0.0299     0.2132 1.2843   0.8627 1.4153 
  Intercept -24.3931   5.6335 **   -13.1406   1.7340     0.0176 -   0.1879 - 
Nagelkerke R2 0.6592   0.4745             
Number of Obs. 154   87             
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Appendix 35: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTShort2 and RPTShort2 (Less EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTShort2 -0.1222   0.0149     -0.2062   0.0275     0.9030 1.8565   0.8682 2.3098 
  RPTShort2 0.3643   0.1042     0.2812   0.0531     0.7469 1.8924   0.8178 2.3041 
Audit Partner-Specific Variables                             
  EPExp -0.5493   3.3562 *   -0.1611   1.5480     0.0670 1.1957   0.2134 1.4681 
  RPExp -0.0689   1.2142     -0.0004   0.0000     0.2705 1.2758   0.9956 1.1637 
  EPAbility -0.0976   0.0044     -0.8176   0.3349     0.9470 1.1823   0.5628 1.3970 
  RPAbility 2.6435   2.7197 *   1.0298   0.6554     0.0991 1.3178   0.4182 1.7735 
  Gender -0.7618   0.8152     -0.4922   0.1663     0.3666 1.2671   0.6834 1.4997 
Audit Firm-Specific Variables                             
  Big4 1.8626   1.0161     -0.0569   0.0018     0.3134 2.3738   0.9663 2.6348 
  IndExp 3.5392   4.5719 **   1.9517   1.3727     0.0325 1.6116   0.2414 2.3035 
  Office -0.1512   0.5304     0.1570   0.5057     0.4664 2.7442   0.4770 2.8703 
Client-Specific Variables                               
  Age 0.1615   0.1739     -0.0070   0.0002     0.6766 1.1885   0.9877 1.3149 
  Size 1.2668   4.3902 **   0.3939   1.5655     0.0361 2.9737   0.2109 2.7699 
  OCF -10.4342   3.9011 **   -1.2141   0.1203     0.0483 1.8824   0.7287 1.6652 
  Lev -8.6405   5.7279 **   -5.6533   4.6343 **   0.0167 4.0532   0.0313 3.2628 
  pBank 1.2947   9.2130 ***   0.8080   6.2432 **   0.0024 4.8159   0.0125 3.7621 
  MB 0.5444   10.2399 ***   0.2694   3.5937 *   0.0014 1.2299   0.0580 1.3728 
  AC 2.2046   3.7663 *   2.1747   3.7244 *   0.0523 1.6690   0.0536 1.7111 
  Lag 3.6019   3.8869 **   2.1794   2.7900 *   0.0487 1.5605   0.0949 1.9876 
  Busy -0.4920   0.2308     0.7360   0.2802     0.6310 1.2407   0.5965 1.3921 
  Intercept -25.3687   4.6896 **   -16.1416   3.7163 *   0.0303 -   0.0539 - 
Nagelkerke R2 0.6183   0.4585             
Number of Obs. 154   87             
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Appendix 36: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTLong5 and RPTLong5 (Less EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTLong5 -1.0925   0.5615     0.1934   0.0314     0.4536 1.4479   0.8594 1.7505 
  RPTLong5 -1.0556   0.8387     -0.9113   1.0358     0.3598 1.3268   0.3088 1.6192 
Audit Partner-Specific Variables                             
  EPExp -0.4705   3.8848 **   -0.1312   1.4904     0.0487 1.2610   0.2222 1.4116 
  RPExp -0.1006   2.3693     -0.0037   0.0031     0.1237 1.2083   0.9558 1.1479 
  EPAbility 0.2173   0.0283     -0.6511   0.1655     0.8664 1.1634   0.6842 1.3964 
  RPAbility 2.3931   2.3877     0.9378   0.5960     0.1223 1.3043   0.4401 1.7716 
  Gender -0.7285   0.6344     -0.4060   0.1183     0.4258 1.2634   0.7309 1.4245 
Audit Firm-Specific Variables                             
  Big4 1.5278   0.8651     -0.1418   0.0099     0.3523 2.3175   0.9206 2.6678 
  IndExp 4.0248   8.3481 ***   2.0712   1.4916     0.0039 1.5887   0.2220 2.1738 
  Office -0.1369   0.2959     0.1672   0.4502     0.5865 2.7741   0.5023 2.9251 
Client-Specific Variables                               
  Age 0.1665   0.1835     -0.0065   0.0002     0.6684 1.2068   0.9888 1.3416 
  Size 1.2833   4.1480 **   0.3859   1.8642     0.0417 3.0455   0.1721 2.7254 
  OCF -10.0759   4.5383 **   -0.8548   0.0647     0.0331 1.9102   0.7992 1.6930 
  Lev -8.0730   4.4150 **   -5.3627   4.4381 **   0.0356 3.8899   0.0351 3.2199 
  pBank 1.1936   7.5818 ***   0.7630   5.6440 **   0.0059 4.7365   0.0175 3.7842 
  MB 0.5984   8.6477 ***   0.2767   4.3660 **   0.0033 1.2580   0.0367 1.3697 
  AC 2.0767   2.9052 *   2.1480   2.4879     0.0883 1.6597   0.1147 1.6945 
  Lag 3.5558   3.9708 **   2.2283   2.4187     0.0463 1.5687   0.1199 1.9724 
  Busy -0.6209   0.3934     0.8277   0.3198     0.5305 1.2527   0.5717 1.4234 
  Intercept -25.4945   4.4301 **   -16.6023   3.2764 *   0.0353 -   0.0703 - 
Nagelkerke R2 0.6361   0.4672             
Number of Obs. 154   87             
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Appendix 37: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPT and RPT (Less FT ≤ 3) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPT -0.0707   0.0736     -0.2116   0.3344     0.7861 1.4079   0.5631 1.9994 
  RPT -0.2210   0.9529     0.1016   0.0812     0.3290 1.2824   0.7757 1.9225 
Audit Partner-Specific Variables                             
  EPExp -0.0031   0.0019     0.1089   0.4711     0.9656 1.5622   0.4925 1.7287 
  RPExp -0.1199   1.7150     -0.0118   0.0207     0.1903 1.2865   0.8857 1.3787 
  EPAbility 2.6753   4.5336 **   0.7158   0.1857     0.0332 1.0941   0.6665 1.3540 
  RPAbility 0.4837   0.1520     -0.8415   0.1954     0.6967 1.4308   0.6584 2.0138 
  Gender -0.5018   0.1610     -0.9197   0.4310     0.6882 1.5098   0.5115 2.2239 
Audit Firm-Specific Variables                             
  Big4 -0.7640   0.2529     -0.5859   0.1316     0.6150 2.3869   0.7168 3.2227 
  IndExp 6.5730   7.8450 ***   5.2504   5.0940 **   0.0051 1.3977   0.0240 2.3204 
  Office 0.2500   0.6069     0.3408   1.1090     0.4360 2.4996   0.2923 3.2534 
Client-Specific Variables                               
  Age -0.8548   1.3331     0.2028   0.0407     0.2483 1.2558   0.8401 1.3805 
  Size 0.7411   4.2321 **   0.4673   1.7382     0.0397 2.5491   0.1874 3.0236 
  OCF -3.8916   1.0097     0.0115   0.0000     0.3150 1.7371   0.9987 1.6686 
  Lev -4.9344   1.9000     -2.1936   0.7562     0.1681 2.8733   0.3845 2.7045 
  pBank 1.3830   8.1196 ***   1.0991   3.2965 *   0.0044 3.6086   0.0694 3.5292 
  MB 0.5681   1.6228     0.3764   1.7293     0.2027 1.1458   0.1885 1.3836 
  AC -2.2870   2.1861     -1.7319   0.8871     0.1393 1.6823   0.3463 2.2955 
  Lag 2.1194   4.4293 **   0.6080   0.1269     0.0353 1.4062   0.7217 1.9992 
  Busy -4.2217   6.0511 **   -1.5135   0.6325     0.0139 1.3661   0.4264 1.7041 
  Intercept -12.6454   5.0246 **   -12.7283   1.4339     0.0250 -   0.2311 - 
Nagelkerke R2 0.6612   0.5525             
Number of Obs. 161   86             
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Appendix 38: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTShort and RPTShort (Less FT ≤ 3) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTShort 0.4958   0.2641     1.4693   1.3813     0.6073 1.5018   0.2399 2.0078 
  RPTShort 1.1589   1.6692     0.1956   0.0230     0.1964 1.3194   0.8795 2.2652 
Audit Partner-Specific Variables                             
  EPExp 0.0249   0.1101     0.1586   0.8927     0.7400 1.5456   0.3448 1.7294 
  RPExp -0.1296   2.4128     -0.0001   0.0000     0.1203 1.2851   0.9993 1.3392 
  EPAbility 2.6147   3.6996 *   0.5752   0.1146     0.0544 1.0886   0.7350 1.2615 
  RPAbility 0.4482   0.1281     -0.4783   0.0633     0.7204 1.4192   0.8014 1.9532 
  Gender -0.4789   0.1693     -0.8413   0.4691     0.6807 1.4533   0.4934 2.0358 
Audit Firm-Specific Variables                             
  Big4 -0.8310   0.3251     -0.6785   0.2164     0.5686 2.3894   0.6418 3.1980 
  IndExp 7.0386   6.8626 ***   5.4861   7.4760 ***   0.0088 1.3957   0.0063 2.2379 
  Office 0.2471   0.5863     0.3096   1.0150     0.4438 2.5101   0.3137 3.2204 
Client-Specific Variables                               
  Age -0.8862   1.3801     0.2598   0.0937     0.2401 1.2335   0.7595 1.4143 
  Size 0.7623   4.5256 **   0.4310   1.4627     0.0334 2.5501   0.2265 2.9911 
  OCF -3.8459   0.9947     0.0315   0.0000     0.3186 1.7209   0.9966 1.6626 
  Lev -4.7715   1.5680     -1.0558   0.1844     0.2105 2.9291   0.6677 2.7010 
  pBank 1.3788   8.0518 ***   0.9470   2.2255     0.0045 3.5948   0.1357 3.8961 
  MB 0.6027   2.1607     0.3934   2.1930     0.1416 1.1280   0.1386 1.3356 
  AC -2.1983   2.3088     -1.4690   0.6644     0.1286 1.7014   0.4150 2.3979 
  Lag 2.4824   6.5528 **   1.0703   0.4235     0.0105 1.4356   0.5152 2.1877 
  Busy -4.3879   6.0570 **   -1.7145   0.7741     0.0139 1.3724   0.3790 1.8202 
  Intercept -16.2627   6.4071 **   -16.4038   2.3207     0.0114 -   0.1277 - 
Nagelkerke R2 0.6681   0.5700             
Number of Obs. 161   86             
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Appendix 39: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTLong and RPTLong (Less FT ≤ 3) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTLong -0.1601   0.0136     0.0387   0.0006     0.9072 1.2446   0.9799 1.7795 
  RPTLong 1.1507   0.5007     1.2386   0.3456     0.4792 1.2034   0.5566 1.5961 
Audit Partner-Specific Variables                             
  EPExp -0.0577   0.4412     0.0327   0.0321     0.5066 1.4556   0.8579 1.4470 
  RPExp -0.1084   1.7104     -0.0103   0.0167     0.1909 1.2394   0.8973 1.3062 
  EPAbility 2.2188   4.0488 **   0.1192   0.0062     0.0442 1.0791   0.9373 1.3954 
  RPAbility 0.4013   0.1111     -0.9155   0.2518     0.7389 1.4137   0.6158 1.9345 
  Gender -0.6418   0.3601     -0.6926   0.2210     0.5484 1.5602   0.6383 2.2949 
Audit Firm-Specific Variables                             
  Big4 -0.7544   0.3488     -0.4156   0.0496     0.5548 2.3843   0.8237 3.1022 
  IndExp 6.4598   5.8735 **   4.7135   4.9163 **   0.0154 1.4065   0.0266 2.2325 
  Office 0.2812   1.4535     0.3193   0.8988     0.2280 2.5182   0.3431 3.2982 
Client-Specific Variables                               
  Age -0.8534   1.0974     0.1663   0.0291     0.2948 1.2317   0.8645 1.3622 
  Size 0.7078   2.0404     0.4593   2.3266     0.1532 2.5764   0.1272 2.9864 
  OCF -3.7184   0.6494     0.0825   0.0002     0.4203 1.7445   0.9893 1.7175 
  Lev -5.1292   1.7027     -2.9420   1.2190     0.1919 2.7386   0.2696 2.4098 
  pBank 1.4942   6.0139 **   1.1117   4.4854 **   0.0142 3.4820   0.0342 3.0549 
  MB 0.5238   1.9543     0.3291   1.3447     0.1621 1.1370   0.2462 1.3536 
  AC -2.8113   1.7086     -1.6065   0.9630     0.1912 1.6368   0.3264 1.9744 
  Lag 1.6309   3.2324 *   0.7958   0.3026     0.0722 1.3911   0.5823 1.7959 
  Busy -4.6921   3.4947 *   -1.7001   0.6708     0.0616 1.4033   0.4128 1.7888 
  Intercept -10.5037   3.8603 **   -12.4661   1.4074     0.0494 -   0.2355 - 
Nagelkerke R2 0.6610   0.5509             
Number of Obs. 161   86             
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Appendix 40: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTShort2 and RPTShort2 (Less FT ≤ 3) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTShort2 0.0996   0.0064     1.0872   0.8159     0.9364 1.3734   0.3664 1.9708 
  RPTShort2 -0.1594   0.0353     -1.1815   1.0681     0.8509 1.3389   0.3014 1.8706 
Audit Partner-Specific Variables                             
  EPExp -0.0471   0.2822     0.1155   0.6131     0.5952 1.4555   0.4336 1.6891 
  RPExp -0.1145   1.6059     -0.0244   0.0955     0.2051 1.2750   0.7573 1.3425 
  EPAbility 2.4052   3.7006 *   0.4557   0.0754     0.0544 1.0975   0.7836 1.2797 
  RPAbility 0.2715   0.0536     -1.2500   0.4027     0.8169 1.4129   0.5257 2.0860 
  Gender -0.5258   0.2926     -0.8692   0.4903     0.5886 1.4593   0.4838 2.1173 
Audit Firm-Specific Variables                             
  Big4 -0.8591   0.3297     -0.7182   0.1379     0.5658 2.3768   0.7103 3.0713 
  IndExp 6.2698   6.3049 **   5.5172   5.9955 **   0.0120 1.4016   0.0143 2.3150 
  Office 0.2645   0.8752     0.3952   0.9811     0.3495 2.4938   0.3219 3.2496 
Client-Specific Variables                               
  Age -0.8396   1.0280     0.1388   0.0315     0.3106 1.2321   0.8590 1.3761 
  Size 0.7510   3.3688 *   0.5642   2.5918     0.0664 2.5514   0.1074 2.9996 
  OCF -3.6403   0.7047     0.2173   0.0012     0.4012 1.7212   0.9720 1.6701 
  Lev -5.0599   1.9418     -2.2910   0.6831     0.1635 2.7971   0.4085 2.6588 
  pBank 1.4554   7.6349 ***   1.2332   6.9753 ***   0.0057 3.5349   0.0083 3.3965 
  MB 0.5263   2.2418     0.4441   3.0557 *   0.1343 1.1325   0.0805 1.4039 
  AC -2.7330   2.5546     -2.1342   2.3758     0.1100 1.6665   0.1232 2.2451 
  Lag 1.6853   3.3170 *   0.4449   0.1160     0.0686 1.4076   0.7334 1.9705 
  Busy -4.3123   4.9010 **   -1.3123   0.6027     0.0268 1.3671   0.4376 1.6692 
  Intercept -11.1100   3.4954 *   -13.8137   2.1462     0.0615 -   0.1429 - 
Nagelkerke R2 0.6567   0.5630             
Number of Obs. 161   86             
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Appendix 41: GCO Sensitivity Analysis at Audit Partner Level: GCO on EPTLong5 and RPTLong5 (Less FT ≤ 3) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  EPTLong5 -1.0053   0.5371     -0.8475   0.4487     0.4636 1.4177   0.5029 1.6560 
  RPTLong5 -3.2719   5.3191 **   -1.0820   0.4682     0.0211 1.2053   0.4938 1.4579 
Audit Partner-Specific Variables                             
  EPExp 0.0460   0.3027     0.1845   0.8422     0.5822 1.5397   0.3588 1.4576 
  RPExp -0.2204   2.6433     -0.0021   0.0007     0.1040 1.2627   0.9793 1.3701 
  EPAbility 4.2249   7.9081 ***   0.8582   0.3179     0.0049 1.0798   0.5729 1.3316 
  RPAbility 0.5091   0.1174     -0.6755   0.1429     0.7319 1.4597   0.7054 1.9476 
  Gender -0.7804   0.2033     -0.5686   0.1741     0.6521 1.5069   0.6765 2.0635 
Audit Firm-Specific Variables                             
  Big4 -0.1380   0.0057     -0.8750   0.1759     0.9397 2.3844   0.6749 3.2061 
  IndExp 9.8318   6.9804 ***   5.4698   7.3295 ***   0.0082 1.3970   0.0068 2.1642 
  Office 0.2108   0.2966     0.4330   0.9809     0.5860 2.5056   0.3220 3.2792 
Client-Specific Variables                               
  Age -1.3166   2.8749 *   0.0496   0.0034     0.0900 1.2373   0.9535 1.3493 
  Size 1.0041   4.9756 **   0.4314   1.7031     0.0257 2.5746   0.1919 3.0276 
  OCF -5.4179   1.6975     0.2332   0.0019     0.1926 1.7728   0.9648 1.6728 
  Lev -5.6069   2.9528 *   -2.0503   0.6940     0.0857 2.9180   0.4048 2.4263 
  pBank 1.7201   11.8026 ***   0.9581   3.7754 *   0.0006 3.5884   0.0520 3.0868 
  MB 0.8185   3.6026 *   0.3653   2.4629     0.0577 1.1545   0.1166 1.3813 
  AC -2.6421   3.3547 *   -1.2641   0.5537     0.0670 1.6564   0.4568 1.9958 
  Lag 3.5832   10.2756 ***   1.3781   0.5236     0.0013 1.4220   0.4693 1.8490 
  Busy -6.0411   8.5741 ***   -0.9058   0.1787     0.0034 1.3631   0.6725 1.6936 
  Intercept -19.0242   6.7809 ***   -18.2737   1.5994     0.0092 -   0.2060 - 
Nagelkerke R2 0.7042   0.5667             
Number of Obs. 161   86             

 

  



 CVI 

Appendix 42: GCO Sensitivity Analysis at Audit Partner Level: GCO on Team 

    Model A   Model B   Model A   Model B 

Variable Coeff. 
  

Wald 
    

Coeff. 
  

Wald 
    

p-Value VIF 
  

p-Value VIF               
Test Variable                               
  Team -0.0008   0.0000     0.0480   0.0709     0.9963 1.1485   0.7900 1.3152 
Audit Partner-Specific Variables                             
  TeamExp -0.0648   7.3368 ***   -0.0085   0.0733     0.0068 1.2075   0.7866 1.1482 
  TeamAbility 1.5706   7.2627 ***   0.5399   0.7247     0.0070 1.1636   0.3946 1.3403 
  Gender 0.1700   0.0756     -0.0923   0.0182     0.7834 1.1571   0.8926 1.2633 
Audit Firm-Specific Variables                               
  Big4 0.3515   0.2388     0.2296   0.0937     0.6250 2.0930   0.7595 2.1688 
  IndExp 2.2182   5.3467 **   1.5572   2.5990     0.0208 1.3851   0.1069 1.7502 
  Office -0.0537   0.1452     0.0893   0.4103     0.7032 2.4157   0.5218 2.6725 
Client-Specific Variables                               
  Age -0.2100   0.9911     -0.1500   0.3319     0.3195 1.1062   0.5646 1.2297 
  Size 0.5845   7.9260 ***   0.3796   3.0476 *   0.0049 2.3915   0.0809 2.2982 
  OCF -4.4585   4.7486 **   1.2821   0.1306     0.0293 1.5638   0.7179 1.4710 
  Lev -2.9401   3.6114 *   -2.6086   3.4400 *   0.0574 3.7907   0.0636 3.0068 
  pBank 0.6449   12.2597 ***   0.6459   12.1190 ***   0.0005 4.5179   0.0005 3.5973 
  MB 0.0906   0.5811     0.0818   0.6466     0.4459 1.1253   0.4213 1.1946 
  AC -0.0322   0.0026     0.3136   0.2595     0.9596 1.4689   0.6105 1.4935 
  Lag 1.7883   12.4000 ***   1.4974   3.9343 **   0.0004 1.4202   0.0473 1.5872 
  Busy -1.286   3.699 *   -0.729   0.766     0.054 1.176   0.382 1.188 
  Intercept -12.1108   11.3241 ***   -11.7551   5.4211 **   0.0008 -   0.0199 - 
Nagelkerke R2 0.4825   0.3836             
Number of Obs 277   151             

 

  



 CVII 

Appendix 43: GCO Sensitivity Analysis at Audit Partner Level: GCO on TeamShort 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  TeamShort 0.3994   0.3922     0.3475   0.3174     0.5312 1.0994   0.5732 1.2487 
Audit Partner-Specific Variables                             
  TeamExp -0.0642   7.2239 ***   -0.0060   0.0376     0.0072 1.1643   0.8463 1.1109 
  TeamAbility 1.5697   7.6895 ***   0.5800   0.8383     0.0056 1.1569   0.3599 1.3177 
  Gender 0.1899   0.0922     -0.0937   0.0193     0.7614 1.1622   0.8894 1.2647 
Audit Firm-Specific Variables                               
  Big4 0.3099   0.1882     0.2062   0.0809     0.6644 2.0912   0.7761 2.1700 
  IndExp 2.2575   5.4346 **   1.6205   2.9468 *   0.0197 1.3862   0.0860 1.7491 
  Office -0.0454   0.1001     0.0929   0.4741     0.7517 2.4145   0.4911 2.6737 
Client-Specific Variables                               
  Age -0.1998   0.9413     -0.1190   0.2090     0.3319 1.1043   0.6475 1.2125 
  Size 0.5851   7.6868 ***   0.3737   2.8227 *   0.0056 2.3966   0.0929 2.3023 
  OCF -4.5151   4.8043 **   1.1288   0.1004     0.0284 1.5618   0.7513 1.4665 
  Lev -2.9122   3.5802 *   -2.5117   3.2448 *   0.0585 3.7994   0.0717 3.0248 
  pBank 0.6335   12.3672 ***   0.6174   11.1643 ***   0.0004 4.5286   0.0008 3.6392 
  MB 0.0953   0.6284     0.0877   0.7355     0.4279 1.1287   0.3911 1.1968 
  AC -0.0420   0.0042     0.3264   0.2775     0.9480 1.4640   0.5983 1.4927 
  Lag 1.8323   11.8828 ***   1.5221   3.9393 **   0.0006 1.4301   0.0472 1.5966 
  Busy -1.319   4.038 **   -0.751   0.863     0.044 1.176   0.353 1.182 
  Intercept -12.7927   9.5678 ***   -12.2469   5.3262 **   0.0020 -   0.0210 - 
Nagelkerke R2 0.4840   0.3849             
Number of Obs 277   151             

  



 CVIII 

Appendix 44: GCO Sensitivity Analysis at Audit Partner Level: GCO on TeamLong 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  TeamLong 1.8187   2.0217     1.0375   0.6135     0.1551 1.0674   0.4335 1.2185 
Audit Partner-Specific Variables                         
  TeamExp -0.0648   7.1082 ***   -0.0106   0.1130     0.0077 1.1634   0.7367 1.1209 
  TeamAbility 1.5934   7.3712 ***   0.5281   0.7084     0.0066 1.1573   0.4000 1.3206 
  Gender 0.2241   0.1259     -0.0592   0.0073     0.7227 1.1567   0.9319 1.2750 
Audit Firm-Specific Variables                             
  Big4 0.4306   0.3347     0.2423   0.1016     0.5629 2.0946   0.7499 2.1694 
  IndExp 2.2323   5.1645 **   1.5828   2.8199 *   0.0231 1.3855   0.0931 1.7414 
  Office -0.0546   0.1469     0.0983   0.4801     0.7016 2.4145   0.4884 2.6912 
Client-Specific Variables                               
  Age -0.1957   0.8641     -0.1574   0.3757     0.3526 1.1157   0.5399 1.2036 
  Size 0.5922   7.4100 ***   0.3674   2.6078     0.0065 2.4025   0.1063 2.3399 
  OCF -4.4392   4.4094 **   1.3202   0.1335     0.0357 1.5619   0.7148 1.4702 
  Lev -3.1705   3.8964 **   -2.7471   3.6370 *   0.0484 3.8004   0.0565 3.0268 
  pBank 0.6735   11.9668 ***   0.6584   11.6508 ***   0.0005 4.5193   0.0006 3.5642 
  MB 0.0796   0.4771     0.0801   0.6234     0.4897 1.1212   0.4298 1.1946 
  AC -0.0304   0.0023     0.3122   0.2449     0.9622 1.4660   0.6207 1.4946 
  Lag 1.7609   11.6162 ***   1.4909   3.7009 *   0.0007 1.4205   0.0544 1.5841 
  Busy -1.379   4.232 **   -0.813   0.979     0.040 1.178   0.323 1.182 
  Intercept -12.0131   10.6007 ***   -11.4340   4.8587 **   0.0011 -   0.0275 - 
Nagelkerke R2 0.4893   0.3870             
Number of Obs 277   151             
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Appendix 45: GCO Sensitivity Analysis at Audit Partner Level: GCO on TeamShort2 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  TeamShort2 -0.1643   0.0728     -0.3648   0.2992     0.7872 1.1204   0.5844 1.2290 
Audit Partner-Specific Variables                             
  TeamExp -0.0673   7.6445 ***   -0.0113   0.1218     0.0057 1.1821   0.7271 1.1324 
  TeamAbility 1.5451   6.4504 **   0.5196   0.6852     0.0111 1.1672   0.4078 1.3182 
  Gender 0.1796   0.0845     -0.0535   0.0060     0.7713 1.1565   0.9385 1.2634 
Audit Firm-Specific Variables                             
  Big4 0.3617   0.2514     0.2327   0.0941     0.6161 2.0955   0.7590 2.1688 
  IndExp 2.2046   5.1082 **   1.5027   2.1047     0.0238 1.3870   0.1468 1.7658 
  Office -0.0577   0.1679     0.0872   0.3779     0.6820 2.4193   0.5387 2.6720 
Client-Specific Variables                               
  Age -0.2144   0.9977     -0.1703   0.3998     0.3179 1.1042   0.5272 1.2259 
  Size 0.5847   7.8507 ***   0.3871   3.2767 *   0.0051 2.3952   0.0703 2.2945 
  OCF -4.4193   4.5760 **   1.3090   0.1474     0.0324 1.5624   0.7011 1.4654 
  Lev -2.8746   3.2867 *   -2.5944   3.2169 *   0.0698 3.7948   0.0729 2.9989 
  pBank 0.6426   11.6023 ***   0.6441   11.5843 ***   0.0007 4.5149   0.0007 3.5629 
  MB 0.0877   0.5502     0.0766   0.5674     0.4582 1.1199   0.4513 1.1911 
  AC -0.0363   0.0033     0.2928   0.2266     0.9539 1.4687   0.6341 1.4972 
  Lag 1.7791   12.7013 ***   1.5332   3.9305 **   0.0004 1.4191   0.0474 1.5839 
  Busy -1.276   3.708 *   -0.690   0.641     0.054 1.173   0.423 1.189 
  Intercept -11.8672   10.2279 ***   -11.5165   5.1081 **   0.0014 -   0.0238 - 
Nagelkerke R2 0.4829   0.3863             
Number of Obs 277   151             

 

  



 CX 

Appendix 46: GCO Sensitivity Analysis at Audit Partner Level: GCO on TeamLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variable                               
  TeamLong5 -1.1389   1.2233     -0.6717   0.4532     0.2687 1.0825   0.5008 1.1827 
Audit Partner-Specific Variables                             
  TeamExp -0.0663   7.3275 ***   -0.0061   0.0395     0.0068 1.1608   0.8424 1.1020 
  TeamAbility 1.5193   7.2118 ***   0.5732   0.8514     0.0072 1.1619   0.3561 1.3156 
  Gender 0.1543   0.0608     -0.0899   0.0175     0.8053 1.1571   0.8947 1.2642 
Audit Firm-Specific Variables                             
  Big4 0.3458   0.2290     0.2239   0.0938     0.6323 2.0912   0.7594 2.1726 
  IndExp 2.3246   5.9063 **   1.6099   2.9384 *   0.0151 1.3858   0.0865 1.7432 
  Office -0.0492   0.1205     0.0884   0.4220     0.7285 2.4146   0.5159 2.6739 
Client-Specific Variables                             
  Age -0.1960   0.9005     -0.1178   0.2014     0.3427 1.1046   0.6536 1.2134 
  Size 0.5865   7.9257 ***   0.3766   2.9187 *   0.0049 2.3972   0.0876 2.3065 
  OCF -4.4832   4.9551 **   1.1577   0.1125     0.0260 1.5616   0.7373 1.4675 
  Lev -2.9697   3.7389 *   -2.5610   3.2769 *   0.0532 3.7907   0.0703 3.0004 
  pBank 0.6416   12.2779 ***   0.6236   10.8452 ***   0.0005 4.5149   0.0010 3.5664 
  MB 0.1027   0.6922     0.0887   0.8000     0.4054 1.1336   0.3711 1.2077 
  AC -0.0187   0.0008     0.3110   0.2502     0.9770 1.4676   0.6169 1.4928 
  Lag 1.8618   11.9890 ***   1.5414   3.9627 **   0.0005 1.4287   0.0465 1.5985 
  Busy -1.345   4.369 **   -0.793   0.919     0.037 1.173   0.338 1.186 
  Intercept -12.4720   10.8938 ***   -11.9356   5.5018 **   0.0010 -   0.0190 - 
Nagelkerke R2 0.4884   0.3863             
Number of Obs 277   151             
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Appendix 47: GCO Moderator Analyses at Audit Partner Level: GCO on EPT*Moderator and RPT*Moderator 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value   p-Value               
Moderator: Audit Firm Size                           
  EPT*Big4 -0.4513   3.3832 *   -0.4162   2.0462     0.0659   0.1526 
  RPT*Big4 0.0741   0.0601     -0.1962   0.2550     0.8063   0.6136 
Moderator: Industry Expertise                           
  EPT*IndExpD 0.2078   0.8640     0.1693   0.2983     0.3526   0.5850 
  RPT*IndExpD -0.3625   1.2707     -0.1067   0.0826     0.2596   0.7738 
Moderator: Audit Office Size                           
  EPT*OfficeD -0.2470   1.1111     0.0153   0.0034     0.2918   0.9537 
  RPT*OfficeD 0.3426   1.3565     0.1486   0.2052     0.2441   0.6506 
Moderator: Client Size                           
  EPT*SizeD -0.2674   1.2312     0.0465   0.0200     0.2672   0.8874 
  RPT*SizeD -0.2751   0.8239     -0.3213   0.7393     0.3641   0.3899 
Moderator: Work Experience                           
  EPT*EPExpD -0.2286   0.3870     -0.0588   0.0228     0.5339   0.8799 
  RPT*RPExpD -0.4503   1.6471     -0.3734   0.9721     0.1994   0.3242 
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Appendix 48: GCO Joint Analysis: GCO on FT, EPT and RPT 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FT -0.2018   3.5088 *   -0.1316   1.4055     0.0610 1.5450   0.2358 1.8536 
  EPT 0.2886   2.1780     0.1381   0.3348     0.1400 1.4237   0.5628 2.0397 
  RPT -0.1389   0.5275     -0.1080   0.2875     0.4677 1.4716   0.5918 1.6856 
Audit Partner-Specific Variables                             
  EPExp -0.1058   4.3750 **   0.0522   0.5235     0.0365 1.2818   0.4694 1.3840 
  RPExp -0.0380   1.2236     -0.0397   0.8006     0.2687 1.1546   0.3709 1.1267 
  EPAbility 1.1814   2.5568     0.3765   0.1866     0.1098 1.1126   0.6658 1.2693 
  RPAbility 1.5364   5.4245 **   0.5862   0.7307     0.0199 1.2356   0.3927 1.4708 
  Gender 0.1586   0.0507     0.0850   0.0138     0.8218 1.1930   0.9065 1.3546 
Audit Firm-Specific Variables                             
  Big4 0.2368   0.0874     0.2173   0.0752     0.7675 2.1817   0.7839 2.3950 
  IndExp 2.2040   4.3353 **   1.6768   2.4756     0.0373 1.4127   0.1156 1.7748 
  Office -0.0422   0.0850     0.1246   0.7508     0.7706 2.4419   0.3862 2.8587 
Client-Specific Variables                             
  Age -0.1613   0.4004     -0.0653   0.0586     0.5269 1.1728   0.8087 1.2898 
  Size 0.6677   9.4228 ***   0.4156   3.5116 *   0.0021 2.4613   0.0609 2.3223 
  OCF -4.4202   4.6871 **   1.1151   0.1051     0.0304 1.6060   0.7458 1.4801 
  Lev -4.5325   7.6665 ***   -3.1305   3.3287 *   0.0056 4.0595   0.0681 3.3414 
  pBank 0.7939   16.2560 ***   0.6738   10.6373 ***   0.0001 4.7865   0.0011 4.1118 
  MB 0.0930   0.5177     0.0913   0.6954     0.4718 1.1313   0.4043 1.2439 
  AC 0.2419   0.0982     0.6676   0.7661     0.7540 1.5061   0.3814 1.6899 
  Lag 1.8432   9.1961 ***   1.6815   4.7970 **   0.0024 1.4606   0.0285 1.7568 
  Busy -1.1877   2.8314 *   -0.7342   0.7418     0.0924 1.1826   0.3891 1.2157 
  Y2008 0.6394   0.9405     0.9908   1.5927     0.3321 2.0598   0.2069 2.3192 
  Y2009 -1.6689   3.0224 *   -0.8274   0.4430     0.0821 2.1631   0.5057 2.0386 
  Intercept -12.6421   9.6474 ***   -13.2257   6.5948 **   0.0019 -   0.0102 - 
Nagelkerke R2 0.5008   0.4106             
Number of Obs. 277   151             
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Appendix 49: GCO Joint Analysis: GCO on FTShort, EPTShort and RPTShort 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort 0.9108   1.4964     0.1960   0.0692     0.2212 1.6950   0.7926 2.0475 
  EPTShort -0.7631   1.0444     -0.0167   0.0003     0.3068 1.6037   0.9854 2.2247 
  RPTShort 0.4304   0.4549     0.6742   0.5819     0.5000 1.5599   0.4456 2.0752 
Audit Partner-Specific Variables                             
  EPExp -0.0947   3.9554 **   0.0787   1.2037     0.0467 1.2867   0.2726 1.4157 
  RPExp -0.0472   2.1334     -0.0426   0.9301     0.1441 1.1535   0.3348 1.1235 
  EPAbility 1.3659   3.8809 **   0.4066   0.2556     0.0488 1.1091   0.6132 1.2345 
  RPAbility 1.4198   4.5614 **   0.5592   0.6141     0.0327 1.2248   0.4332 1.4618 
  Gender 0.1345   0.0407     -0.0033   0.0000     0.8402 1.1830   0.9961 1.3011 
Audit Firm-Specific Variables                             
  Big4 0.1949   0.0615     0.1753   0.0457     0.8042 2.1867   0.8307 2.3991 
  IndExp 2.2793   5.4240 **   1.7950   3.1762 *   0.0199 1.4012   0.0747 1.7523 
  Office -0.0315   0.0456     0.1279   0.8153     0.8308 2.4437   0.3665 2.8262 
Client-Specific Variables                             
  Age -0.1743   0.5626     -0.0658   0.0618     0.4532 1.1492   0.8036 1.2614 
  Size 0.6493   7.9233 ***   0.4108   3.3336 *   0.0049 2.4418   0.0679 2.3317 
  OCF -4.9654   4.6999 **   0.8384   0.0541     0.0302 1.5793   0.8160 1.4824 
  Lev -3.8084   5.0451 **   -2.3981   1.5569     0.0247 4.0346   0.2121 3.3629 
  pBank 0.7103   12.8063 ***   0.5902   5.8843 **   0.0003 4.7362   0.0153 4.3093 
  MB 0.0916   0.5487     0.0975   0.7940     0.4589 1.1290   0.3729 1.2392 
  AC 0.0508   0.0053     0.5936   0.8079     0.9417 1.5056   0.3687 1.6440 
  Lag 1.8675   10.3090 ***   1.8183   5.4971 **   0.0013 1.4604   0.0190 1.8008 
  Busy -1.0993   2.3309     -0.6799   0.7130     0.1268 1.1872   0.3985 1.2752 
  Intercept -13.5110   9.0066 ***   -15.2818   8.0910 ***   0.0027 -   0.0044 - 
Nagelkerke R2 0.4896   0.4060             
Number of Obs. 277   151             
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Appendix 50: GCO Joint Analysis: GCO on FTLong, EPTLong and RPTLong 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong -2.6503   8.8505 ***   -2.0553   4.3843 **   0.0029 1.2236   0.0363 1.2403 
  EPTLong 0.7431   1.1441     0.4947   0.2125     0.2848 1.1456   0.6448 1.4891 
  RPTLong 0.5436   0.5507     0.5174   0.2363     0.4580 1.1561   0.6269 1.4404 
Audit Partner-Specific Variables                             
  EPExp -0.0691   2.2602     0.0552   0.7638     0.1327 1.2478   0.3821 1.2613 
  RPExp -0.0567   2.6816     -0.0397   0.8508     0.1015 1.1340   0.3563 1.1009 
  EPAbility 0.9563   1.9123     0.0651   0.0059     0.1667 1.1094   0.9386 1.3134 
  RPAbility 1.3628   3.9344 **   0.6162   0.7064     0.0473 1.2243   0.4006 1.4536 
  Gender 0.3032   0.2284     0.1696   0.0580     0.6327 1.2165   0.8097 1.3449 
Audit Firm-Specific Variables                             
  Big4 0.5429   0.4571     0.4773   0.3563     0.4990 2.1801   0.5506 2.3726 
  IndExp 2.1640   5.0529 **   1.7341   2.8561 *   0.0246 1.4148   0.0910 1.7571 
  Office -0.0686   0.2225     0.1078   0.5388     0.6372 2.4774   0.4629 2.9068 
Client-Specific Variables                             
  Age -0.1825   0.6560     -0.1047   0.1595     0.4180 1.1201   0.6896 1.2781 
  Size 0.6279   7.8590 ***   0.3896   3.0857 *   0.0051 2.4785   0.0790 2.3217 
  OCF -3.8691   3.4117 *   1.3486   0.1573     0.0647 1.5905   0.6916 1.4805 
  Lev -3.5145   5.3986 **   -3.0133   3.8083 *   0.0202 3.8651   0.0510 3.0937 
  pBank 0.7143   14.3426 ***   0.6656   10.8685 ***   0.0002 4.6170   0.0010 3.7376 
  MB 0.0799   0.4296     0.0760   0.5185     0.5122 1.1376   0.4715 1.2524 
  AC 0.1194   0.0302     0.5237   0.5422     0.8620 1.5186   0.4615 1.5652 
  Lag 1.9297   12.8786 ***   1.8722   5.6829 **   0.0003 1.4488   0.0171 1.6908 
  Busy -1.2873   3.4892 *   -0.7800   0.9012     0.0618 1.2001   0.3425 1.2152 
  Intercept -12.9927   11.4067 ***   -13.9675   7.5440 ***   0.0007 -   0.0060 - 
Nagelkerke R2 0.4926   0.4110             
Number of Obs. 277   151             

 

  



 CXV 

Appendix 51: GCO Joint Analysis: GCO on FTShort2, EPTShort2 and RPTShort2 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort2 0.9810   1.7313     0.9680   1.3979     0.1882 1.8915   0.2371 2.0298 
  EPTShort2 -1.1365   1.6833     -0.6051   0.3652     0.1945 1.7322   0.5456 2.0850 
  RPTShort2 0.1430   0.0384     -0.0076   0.0001     0.8447 1.8136   0.9910 1.8640 
Audit Partner-Specific Variables                             
  EPExp -0.1194   4.9911 **   0.0406   0.2660     0.0255 1.2479   0.6060 1.3764 
  RPExp -0.0496   2.1297     -0.0419   0.9273     0.1445 1.1562   0.3356 1.1144 
  EPAbility 1.2078   2.3534     0.5217   0.3903     0.1250 1.1157   0.5321 1.2647 
  RPAbility 1.3955   3.8402 *   0.5559   0.6509     0.0500 1.2373   0.4198 1.4794 
  Gender 0.2253   0.1125     0.1769   0.0594     0.7373 1.1867   0.8075 1.3702 
Audit Firm-Specific Variables                             
  Big4 0.2261   0.0823     0.1831   0.0518     0.7742 2.1671   0.8199 2.3433 
  IndExp 2.1610   5.0930 **   1.7420   2.6923     0.0240 1.4008   0.1008 1.7792 
  Office -0.0462   0.0998     0.1302   0.8339     0.7521 2.4290   0.3611 2.8482 
Client-Specific Variables                             
  Age -0.2042   0.7337     -0.0958   0.1437     0.3917 1.1348   0.7046 1.2321 
  Size 0.6304   8.3137 ***   0.4037   3.2792 *   0.0039 2.4189   0.0702 2.3131 
  OCF -4.4693   4.1143 **   0.8495   0.0567     0.0425 1.5842   0.8117 1.4902 
  Lev -3.7901   5.2385 **   -3.0172   3.1522 *   0.0221 3.9625   0.0758 3.1789 
  pBank 0.7252   14.3145 ***   0.6533   10.2259 ***   0.0002 4.6706   0.0014 3.8654 
  MB 0.0770   0.4111     0.0886   0.5537     0.5214 1.1325   0.4568 1.2368 
  AC 0.0241   0.0014     0.5537   0.6575     0.9706 1.4892   0.4174 1.6054 
  Lag 1.8225   12.1969 ***   1.7516   5.3953 **   0.0005 1.4510   0.0202 1.6929 
  Busy -1.1565   2.8757 *   -0.6879   0.6464     0.0899 1.1810   0.4214 1.2044 
  Intercept -12.1328   10.2880 ***   -13.7931   7.4083 ***   0.0013 -   0.0065 - 
Nagelkerke R2 0.4899   0.4082             
Number of Obs. 277   151             

 

  



 CXVI 

Appendix 52: GCO Joint Analysis: GCO on FTLong7, EPTLong5 and RPTLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong7 -0.5188   0.6550     0.1022   0.0202     0.4183 1.2932   0.8870 1.4325 
  EPTLong5 0.5864   0.6978     0.1114   0.0227     0.4035 1.2635   0.8804 1.6151 
  RPTLong5 -1.5006   3.1148 *   -0.9878   1.2154     0.0776 1.2126   0.2703 1.3571 
Audit Partner-Specific Variables                             
  EPExp -0.0818   2.9229 *   0.0791   1.5861     0.0873 1.2980   0.2079 1.3149 
  RPExp -0.0501   2.3995     -0.0365   0.7127     0.1214 1.1416   0.3985 1.1038 
  EPAbility 1.5724   5.5109 **   0.4542   0.2870     0.0189 1.1049   0.5921 1.2567 
  RPAbility 1.4573   5.2320 **   0.5380   0.5804     0.0222 1.2410   0.4462 1.4467 
  Gender 0.1412   0.0434     0.0352   0.0026     0.8350 1.1875   0.9590 1.3051 
Audit Firm-Specific Variables                             
  Big4 0.2156   0.0763     0.2319   0.0832     0.7824 2.1830   0.7731 2.4251 
  IndExp 2.1505   4.5844 **   1.7254   2.7617 *   0.0323 1.4183   0.0965 1.7524 
  Office -0.0526   0.1292     0.1187   0.6273     0.7193 2.4578   0.4284 2.8658 
Client-Specific Variables                             
  Age -0.2180   0.7540     -0.1092   0.1569     0.3852 1.1594   0.6920 1.2343 
  Size 0.6448   9.5441 ***   0.4078   3.2517 *   0.0020 2.4836   0.0713 2.3116 
  OCF -4.4483   4.6379 **   0.9612   0.0809     0.0313 1.6184   0.7760 1.4814 
  Lev -3.5938   4.7964 **   -2.4424   2.4836     0.0285 4.0351   0.1150 3.2034 
  pBank 0.6983   12.9449 ***   0.6009   8.8765 ***   0.0003 4.7528   0.0029 3.8631 
  MB 0.1084   0.7390     0.1001   0.9450     0.3900 1.1388   0.3310 1.2600 
  AC 0.1697   0.0520     0.5541   0.6598     0.8196 1.4885   0.4166 1.6042 
  Lag 1.8687   9.4024 ***   1.8620   4.9451 **   0.0022 1.4804   0.0262 1.7091 
  Busy -1.2395   3.6201 *   -0.6891   0.6639     0.0571 1.1851   0.4152 1.2162 
  Intercept -12.8135   9.9752 ***   -14.7274   7.2878 ***   0.0016 -   0.0069 - 
Nagelkerke R2 0.4953   0.4035             
Number of Obs. 277   151             

 

  



 CXVII 

Appendix 53: GCO Joint Analysis: GCO on FTLong8, EPTLong5 and RPTLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong8 -1.2756   2.5689     -0.9421   1.2764     0.1090 1.2567   0.2586 1.4583 
  EPTLong5 0.5560   0.5920     0.2026   0.0737     0.4417 1.2434   0.7860 1.5652 
  RPTLong5 -1.5814   3.3577 *   -0.8339   0.9161     0.0669 1.1954   0.3385 1.3572 
Audit Partner-Specific Variables                             
  EPExp -0.0854   3.2166 *   0.0612   0.8874     0.0729 1.2649   0.3462 1.3046 
  RPExp -0.0491   2.2848     -0.0379   0.7679     0.1306 1.1414   0.3809 1.1142 
  EPAbility 1.3460   3.8806 **   0.3924   0.2012     0.0488 1.1090   0.6537 1.2744 
  RPAbility 1.4891   5.5960 **   0.6670   0.9223     0.0180 1.2366   0.3369 1.4698 
  Gender 0.0760   0.0135     0.0077   0.0001     0.9074 1.1873   0.9910 1.3074 
Audit Firm-Specific Variables                             
  Big4 0.2337   0.0852     0.2217   0.0758     0.7703 2.1757   0.7831 2.4246 
  IndExp 2.2450   4.8102 **   1.7043   2.5879     0.0283 1.4115   0.1077 1.7533 
  Office -0.0448   0.0981     0.1264   0.7287     0.7541 2.4589   0.3933 2.8684 
Client-Specific Variables                             
  Age -0.1420   0.3374     -0.0283   0.0106     0.5613 1.1648   0.9181 1.3072 
  Size 0.6340   8.8370 ***   0.4023   3.3703 *   0.0030 2.4620   0.0664 2.3105 
  OCF -4.1037   4.1504 **   1.2094   0.1417     0.0416 1.6360   0.7066 1.4895 
  Lev -4.3650   6.6837 ***   -3.0928   3.6930 *   0.0097 4.0708   0.0546 3.2430 
  pBank 0.7988   14.8486 ***   0.6829   11.6650 ***   0.0001 4.7852   0.0006 3.8668 
  MB 0.1098   0.6934     0.0947   0.8559     0.4050 1.1396   0.3549 1.2690 
  AC 0.3381   0.1655     0.7010   0.8345     0.6841 1.4928   0.3610 1.6215 
  Lag 1.7557   8.2980 ***   1.6580   4.6216 **   0.0040 1.4790   0.0316 1.6943 
  Busy -1.2645   3.7873 *   -0.7826   0.9525     0.0516 1.1853   0.3291 1.2153 
  Intercept -12.0987   8.3498 ***   -13.5069   7.2248 ***   0.0039 -   0.0072 - 
Nagelkerke R2 0.5073   0.4160             
Number of Obs. 277   151             

 

  



 CXVIII 

Appendix 54: GCO Joint Analysis: GCO on FTLong9, EPTLong5 and RPTLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong9 -1.2438   1.6873     -1.6228   2.7222 *   0.1940 1.2448   0.0990 1.5369 
  EPTLong5 0.5960   0.6782     0.2846   0.1385     0.4102 1.2516   0.7098 1.5649 
  RPTLong5 -1.5656   3.2858 *   -0.8244   0.7779     0.0699 1.1927   0.3778 1.3610 
Audit Partner-Specific Variables                             
  EPExp -0.0667   1.8749     0.0776   1.2748     0.1709 1.2470   0.2589 1.2894 
  RPExp -0.0548   2.6699     -0.0390   0.8647     0.1023 1.1420   0.3524 1.1058 
  EPAbility 1.3588   3.9183 **   0.2257   0.0657     0.0478 1.1075   0.7976 1.2941 
  RPAbility 1.4467   5.2704 **   0.6869   0.9231     0.0217 1.2379   0.3367 1.4527 
  Gender 0.0892   0.0185     -0.0041   0.0000     0.8917 1.1877   0.9951 1.3049 
Audit Firm-Specific Variables                             
  Big4 0.2387   0.0973     0.1357   0.0263     0.7551 2.1671   0.8711 2.4234 
  IndExp 2.1606   4.7615 **   1.7732   2.8951 *   0.0291 1.4093   0.0888 1.7531 
  Office -0.0517   0.1262     0.1378   0.8661     0.7224 2.4585   0.3520 2.8656 
Client-Specific Variables                             
  Age -0.1791   0.5113     0.0028   0.0001     0.4746 1.1404   0.9921 1.3029 
  Size 0.6653   9.0560 ***   0.4784   4.0225 **   0.0026 2.4608   0.0449 2.3381 
  OCF -4.1945   4.1419 **   1.2445   0.1418     0.0418 1.6333   0.7065 1.4806 
  Lev -3.7837   5.1479 **   -3.2679   4.3083 **   0.0233 3.9775   0.0379 3.1475 
  pBank 0.7276   12.6269 ***   0.7187   11.4892 ***   0.0004 4.7043   0.0007 3.8091 
  MB 0.1031   0.6036     0.0986   0.8779     0.4372 1.1413   0.3488 1.2637 
  AC 0.2524   0.1016     0.7320   0.8504     0.7499 1.4958   0.3564 1.6273 
  Lag 1.8749   9.8052 ***   1.7440   4.6893 **   0.0017 1.4734   0.0304 1.6919 
  Busy -1.2438   3.7036 *   -0.7536   0.8469     0.0543 1.1848   0.3574 1.2156 
  Intercept -13.2497   10.3214 ***   -15.0776   7.8108 ***   0.0013 -   0.0052 - 
Nagelkerke R2 0.5010   0.4273             
Number of Obs. 277   151             

 

  



 CXIX 

Appendix 55: GCO Joint Analysis: GCO on FTLong10, EPTLong5 and RPTLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong10 -2.3803   7.3195 ***   -2.5318   6.9846 ***   0.0068 1.2567   0.0082 1.5012 
  EPTLong5 0.6816   0.8848     0.3405   0.1737     0.3469 1.2499   0.6769 1.5961 
  RPTLong5 -1.7247   3.4370 *   -1.1038   1.2724     0.0638 1.1877   0.2593 1.3447 
Audit Partner-Specific Variables                             
  EPExp -0.0587   1.4881     0.0848   1.6083     0.2225 1.2492   0.2047 1.2956 
  RPExp -0.0579   2.7792 *   -0.0409   0.9693     0.0955 1.1411   0.3249 1.0983 
  EPAbility 1.3406   3.8207 *   0.2727   0.0955     0.0506 1.1147   0.7573 1.2754 
  RPAbility 1.4540   5.2433 **   0.6573   0.8830     0.0220 1.2298   0.3474 1.4481 
  Gender 0.0945   0.0206     0.0359   0.0030     0.8860 1.1877   0.9563 1.3046 
Audit Firm-Specific Variables                             
  Big4 0.2169   0.0811     0.0737   0.0079     0.7758 2.1663   0.9292 2.4241 
  IndExp 2.1125   4.5742 **   1.5838   2.4946     0.0325 1.4140   0.1142 1.7811 
  Office -0.0833   0.3322     0.0973   0.4122     0.5644 2.4597   0.5208 2.8913 
Client-Specific Variables                             
  Age -0.1460   0.3275     0.0488   0.0316     0.5671 1.1208   0.8589 1.3319 
  Size 0.7467   10.2568 ***   0.5537   4.7248 **   0.0014 2.5100   0.0297 2.3853 
  OCF -4.1007   3.6504 *   1.2267   0.1389     0.0561 1.6364   0.7094 1.4734 
  Lev -4.3207   6.2315 **   -3.6691   4.9920 **   0.0125 4.0383   0.0255 3.1733 
  pBank 0.8081   12.3062 ***   0.7757   11.1989 ***   0.0005 4.7657   0.0008 3.8307 
  MB 0.1040   0.5634     0.0969   0.8782     0.4529 1.1422   0.3487 1.2608 
  AC 0.3835   0.2459     0.8211   1.3059     0.6200 1.5200   0.2531 1.6469 
  Lag 1.9610   10.3603 ***   1.8299   6.1894 **   0.0013 1.4483   0.0129 1.6837 
  Busy -1.2400   3.3667 *   -0.7866   0.8679     0.0665 1.1841   0.3515 1.2145 
  Intercept -14.0023   10.7284 ***   -15.6422   9.7635 ***   0.0011 -   0.0018 - 
Nagelkerke R2 0.5136   0.4378             
Number of Obs. 277   151             

 

  



 CXX 

Appendix 56: GCO Joint Sensitivity Analysis: GCO on FT, EPT and RPT (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FT -0.3471   4.0704 **   -0.1869   0.8316     0.0436 1.7980   0.3618 2.0168 
  EPT -0.0782   0.0337     0.2618   0.3626     0.8544 1.7065   0.5470 2.5916 
  RPT 0.4293   1.0987     -0.1868   0.3134     0.2946 1.8654   0.5756 2.4997 
Audit Partner-Specific Variables                             
  EPExp -0.7641   5.8799 **   -0.1704   1.6955     0.0153 1.2703   0.1929 1.5496 
  RPExp -0.0725   1.2607     0.0010   0.0002     0.2615 1.2775   0.9880 1.1732 
  EPAbility -0.3088   0.0480     -0.6817   0.2041     0.8265 1.1821   0.6514 1.3921 
  RPAbility 3.1458   4.9014 **   1.0781   0.7389     0.0268 1.3721   0.3900 1.7861 
  Gender -2.1410   2.6702     -0.6648   0.2892     0.1022 1.2996   0.5907 1.5691 
Audit Firm-Specific Variables                             
  Big4 2.0036   1.0768     -0.1903   0.0189     0.2994 2.3419   0.8906 2.6586 
  IndExp 4.0874   6.6710 ***   1.8989   0.9378     0.0098 1.6249   0.3328 2.2768 
  Office -0.1237   0.2058     0.1320   0.3408     0.6501 2.7736   0.5594 2.9521 
Client-Specific Variables                             
  Age 0.1858   0.2250     0.0989   0.0436     0.6353 1.2627   0.8346 1.4291 
  Size 1.5555   4.8525 **   0.4590   2.4772     0.0276 3.0167   0.1155 2.8458 
  OCF -11.2746   4.5012 **   -0.9187   0.0849     0.0339 1.9127   0.7708 1.6801 
  Lev -10.8202   6.7628 ***   -5.9489   4.2440 **   0.0093 4.0067   0.0394 3.2879 
  pBank 1.71646   9.96936 ***   0.88158   5.49678 **   0.00159 4.79932   0.01905 3.89490 
  MB 0.6887   7.4604 ***   0.2670   3.5848 *   0.0063 1.2516   0.0583 1.3724 
  AC 1.8209   2.3529     2.3682   2.2034     0.1251 1.6906   0.1377 1.7893 
  Lag 3.4086   3.3179 *   2.0602   2.1170     0.0685 1.6385   0.1457 2.1732 
  Busy -0.6223   0.2880     0.8284   0.3795     0.5915 1.2692   0.5378 1.4588 
  Intercept -25.3319   4.6349 **   -15.3180   2.8900 *   0.0313 -   0.0891 - 
Nagelkerke R2 0.6498   0.4828             
Number of Obs. 154   87             

 

  



 CXXI 

Appendix 57: GCO Joint Sensitivity Analysis: GCO on FTShort, EPTShort and RPTShort (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort 2.2645   2.1665     0.2452   0.0291     0.1410 2.1877   0.8647 2.5526 
  EPTShort -0.1349   0.0082     -0.1265   0.0094     0.9279 2.0584   0.9226 2.5821 
  RPTShort -1.0397   0.8396     1.3902   1.6879     0.3595 1.9079   0.1939 2.9843 
Audit Partner-Specific Variables                             
  EPExp -0.7134   5.2237 **   -0.1129   0.8812     0.0223 1.2951   0.3479 1.6372 
  RPExp -0.0912   1.7370     -0.0308   0.2127     0.1875 1.2477   0.6446 1.1756 
  EPAbility 0.4865   0.1548     -0.5190   0.1426     0.6940 1.2017   0.7057 1.3756 
  RPAbility 3.0298   4.1567 **   1.0508   0.7592     0.0415 1.3061   0.3836 1.7927 
  Gender -2.0540   2.2042     -0.3867   0.1004     0.1376 1.2884   0.7513 1.5382 
Audit Firm-Specific Variables                             
  Big4 1.8661   0.8688     -0.1915   0.0203     0.3513 2.3421   0.8868 2.6073 
  IndExp 4.0999   6.5569 **   2.5822   2.1687     0.0104 1.5939   0.1408 2.1926 
  Office -0.1305   0.2199     0.1401   0.3733     0.6391 2.7579   0.5412 2.8352 
Client-Specific Variables                             
  Age 0.2317   0.2974     0.1398   0.0804     0.5855 1.2251   0.7768 1.3640 
  Size 1.5435   5.3104 **   0.4600   2.4667     0.0212 3.0015   0.1163 2.7823 
  OCF -11.9542   4.8573 **   -1.3723   0.1251     0.0275 1.8454   0.7236 1.6948 
  Lev -10.5950   6.6246 **   -5.1532   3.8157 *   0.0101 4.0057   0.0508 3.2926 
  pBank 1.5979   9.1938 ***   0.7208   3.9403 **   0.0024 4.7623   0.0471 4.1668 
  MB 0.6987   8.1460 ***   0.2897   4.0827 **   0.0043 1.2420   0.0433 1.3690 
  AC 1.8003   2.1615     2.3635   3.2087 *   0.1415 1.6912   0.0732 1.7454 
  Lag 3.7702   5.0092 **   2.4937   3.5678 *   0.0252 1.5879   0.0589 2.1493 
  Busy -0.3370   0.0872     1.0493   0.5946     0.7678 1.2427   0.4407 1.5336 
  Intercept -28.0044   6.8421 ***   -19.7264   5.9108 **   0.0089 -   0.0150 - 
Nagelkerke R2 0.6451   0.4881             
Number of Obs. 154   87             

 

  



 CXXII 

Appendix 58: GCO Joint Sensitivity Analysis: GCO on FTLong, EPTLong and RPTLong (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong -13.7759   21.5118 ***   -11.9980   115.0176 ***   0.0000 1.2791   0.0000 1.3822 
  EPTLong -0.5946   0.0953     -0.4981   0.0712     0.7575 1.4130   0.7896 2.0597 
  RPTLong 3.5404   3.5892 *   1.6842   0.7164     0.0582 1.4072   0.3973 2.0042 
Audit Partner-Specific Variables                             
  EPExp -0.7193   5.6641 **   -0.2270   2.3084     0.0173 1.2421   0.1287 1.3898 
  RPExp -0.1094   1.9741     -0.0004   0.0000     0.1600 1.1973   0.9956 1.1732 
  EPAbility -1.4120   0.4080     -1.2890   0.6429     0.5230 1.1651   0.4227 1.4572 
  RPAbility 2.9507   3.5444 *   1.3133   0.8770     0.0597 1.2990   0.3490 1.8291 
  Gender -1.1707   1.6082     -0.7443   0.3523     0.2047 1.3342   0.5528 1.5270 
Audit Firm-Specific Variables                             
  Big4 3.2001   1.5413     0.1794   0.0164     0.2144 2.3376   0.8982 2.5567 
  IndExp 4.6673   3.9239 **   1.9359   1.2389     0.0476 1.6014   0.2657 2.2458 
  Office -0.1774   0.2023     0.1695   0.5014     0.6528 2.8420   0.4789 2.9362 
Client-Specific Variables                             
  Age 0.2276   0.1470     0.0416   0.0080     0.7014 1.2342   0.9287 1.3513 
  Size 1.6144   2.2259     0.2557   0.5012     0.1357 3.0814   0.4790 2.9111 
  OCF -11.6821   3.1225 *   -1.5222   0.1683     0.0772 1.8659   0.6816 1.6889 
  Lev -11.0816   5.3180 **   -5.6634   3.8515 **   0.0211 3.8457   0.0497 3.3281 
  pBank 1.7874   6.8132 ***   0.8141   4.7997 **   0.0090 4.7278   0.0285 3.8187 
  MB 0.7656   6.7329 ***   0.2724   3.8295 *   0.0095 1.2472   0.0504 1.3797 
  AC 2.7726   3.4566 *   2.2911   2.5550     0.0630 1.7155   0.1099 1.7983 
  Lag 4.4814   2.8922 *   1.8429   1.4326     0.0890 1.5544   0.2313 2.0380 
  Busy -1.2379   0.8133     0.3799   0.0738     0.3671 1.2867   0.7858 1.4249 
  Intercept -32.0108   3.3379 *   -12.8142   1.7350     0.0677 -   0.1878 - 
Nagelkerke R2 0.6813   0.4935             
Number of Obs. 154   87             

 

  



 CXXIII 

Appendix 59: GCO Joint Sensitivity Analysis: GCO on FTShort2, EPTShort2 and RPTShort2 (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort2 1.1201   0.5788     1.3917   0.3702     0.4468 2.6259   0.5429 2.4787 
  EPTShort2 -0.6186   0.2792     -0.9878   0.2210     0.5972 2.4999   0.6383 2.7777 
  RPTShort2 0.0690   0.0030     0.0634   0.0023     0.9564 2.2210   0.9615 2.4920 
Audit Partner-Specific Variables                             
  EPExp -0.5891   4.6008 **   -0.2015   2.0396     0.0320 1.2328   0.1532 1.5146 
  RPExp -0.0720   1.3802     0.0025   0.0012     0.2401 1.2764   0.9722 1.1689 
  EPAbility -0.2362   0.0244     -0.5488   0.1520     0.8759 1.1967   0.6967 1.4618 
  RPAbility 2.7479   3.3999 *   1.2357   0.8979     0.0652 1.3219   0.3434 1.7824 
  Gender -1.1300   1.4590     -0.6140   0.2344     0.2271 1.2673   0.6283 1.5233 
Audit Firm-Specific Variables                             
  Big4 1.8809   1.1002     0.0671   0.0026     0.2942 2.3851   0.9593 2.6351 
  IndExp 3.6965   5.3872 **   2.1828   1.6750     0.0203 1.6117   0.1956 2.3219 
  Office -0.1290   0.3713     0.1507   0.4666     0.5423 2.8044   0.4945 2.8804 
Client-Specific Variables                             
  Age 0.1470   0.1323     0.0614   0.0171     0.7160 1.1932   0.8960 1.3274 
  Size 1.3177   4.8238 **   0.4037   1.6132     0.0281 2.9884   0.2040 2.7699 
  OCF -10.5086   4.0235 **   -1.7349   0.2154     0.0449 1.8824   0.6425 1.7494 
  Lev -8.8651   6.0600 **   -5.9516   4.3704 **   0.0138 4.1050   0.0366 3.2628 
  pBank 1.3659   10.5441 ***   0.8568   5.9527 **   0.0012 4.8611   0.0147 3.7642 
  MB 0.5501   10.6806 ***   0.2842   3.8294 *   0.0011 1.2497   0.0504 1.3852 
  AC 2.0868   3.4625 *   2.2031   2.9359 *   0.0628 1.6692   0.0866 1.7119 
  Lag 3.6171   4.0090 **   2.2844   2.6841     0.0453 1.5614   0.1014 1.9982 
  Busy -0.4834   0.2255     0.6448   0.2439     0.6349 1.2417   0.6214 1.3971 
  Intercept -25.8164   5.0488 **   -16.6271   3.6720 *   0.0246 -   0.0553 - 
Nagelkerke R2 0.6220   0.4688             
Number of Obs. 154   87             

 

  



 CXXIV 

Appendix 60: GCO Joint Sensitivity Analysis: GCO on FTLong7, EPTLong5 and RPTLong5 (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong7 -0.3571   0.1527     -0.0657   0.0047     0.6960 1.4981   0.9455 1.5503 
  EPTLong5 -1.0701   0.5277     0.2012   0.0326     0.4676 1.4631   0.8566 1.7933 
  RPTLong5 -0.8720   0.4652     -0.8858   0.9630     0.4952 1.4135   0.3264 1.6762 
Audit Partner-Specific Variables                             
  EPExp -0.4868   4.7971 **   -0.1317   1.4897     0.0285 1.2959   0.2223 1.4126 
  RPExp -0.0997   2.2192     -0.0029   0.0018     0.1363 1.2237   0.9661 1.1694 
  EPAbility 0.3196   0.0607     -0.6449   0.1617     0.8055 1.2031   0.6876 1.3991 
  RPAbility 2.4283   2.7165 *   0.9479   0.6167     0.0993 1.4224   0.4323 1.7776 
  Gender -0.9102   0.8477     -0.4280   0.1272     0.3572 1.2639   0.7214 1.4356 
Audit Firm-Specific Variables                             
  Big4 1.5593   0.8825     -0.1522   0.0106     0.3475 2.3461   0.9179 2.6891 
  IndExp 4.0583   8.2635 ***   2.0568   1.3518     0.0040 1.6113   0.2450 2.2059 
  Office -0.1304   0.2633     0.1688   0.4545     0.6078 2.7747   0.5002 2.9288 
Client-Specific Variables                             
  Age 0.1673   0.1817     -0.0017   0.0000     0.6699 1.2661   0.9971 1.3840 
  Size 1.2957   4.2279 **   0.3845   1.8375     0.0398 3.0512   0.1752 2.7394 
  OCF -10.1843   4.8417 **   -0.8504   0.0629     0.0278 1.9202   0.8020 1.7247 
  Lev -8.3343   4.9449 **   -5.3860   4.3079 **   0.0262 3.9590   0.0379 3.2424 
  pBank 1.2349   8.4510 ***   0.7671   5.3199 **   0.0036 4.7763   0.0211 3.8232 
  MB 0.6032   7.8730 ***   0.2753   4.2885 **   0.0050 1.2661   0.0384 1.3822 
  AC 2.0161   2.7150 *   2.1508   2.3786     0.0994 1.6785   0.1230 1.7322 
  Lag 3.4187   3.2810 *   2.2031   2.5341     0.0701 1.6808   0.1114 2.1365 
  Busy -0.6530   0.4498     0.8228   0.3144     0.5024 1.2659   0.5750 1.4272 
  Intercept -24.8198   3.9857 **   -16.4745   3.3356 *   0.0459 -   0.0678 - 
Nagelkerke R2 0.6372   0.4673             
Number of Obs. 154   87             

 

  



 CXXV 

Appendix 61: GCO Joint Sensitivity Analysis: GCO on FTLong8, EPTLong5 and RPTLong5 (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong8 -1.1838   1.1780     -0.9173   0.6541     0.2778 1.4422   0.4187 1.6156 
  EPTLong5 -1.2020   0.5832     0.2657   0.0577     0.4451 1.4645   0.8101 1.7870 
  RPTLong5 -0.7076   0.3375     -0.6811   0.5723     0.5613 1.3740   0.4493 1.6524 
Audit Partner-Specific Variables                             
  EPExp -0.5527   5.2570 **   -0.1503   1.9129     0.0219 1.2813   0.1666 1.4138 
  RPExp -0.1036   2.3120     0.0037   0.0031     0.1284 1.2184   0.9556 1.1817 
  EPAbility 0.1184   0.0078     -0.8218   0.2387     0.9298 1.1665   0.6251 1.4104 
  RPAbility 2.3611   2.5600     1.0880   0.8328     0.1096 1.3822   0.3615 1.7860 
  Gender -1.2709   1.3171     -0.5706   0.2505     0.2511 1.2642   0.6167 1.4297 
Audit Firm-Specific Variables                             
  Big4 1.6544   0.8780     -0.1592   0.0123     0.3488 2.3283   0.9116 2.6678 
  IndExp 4.3957   8.2089 ***   2.0279   1.1651     0.0042 1.5947   0.2804 2.1762 
  Office -0.1039   0.1477     0.1690   0.4910     0.7007 2.7750   0.4835 2.9272 
Client-Specific Variables                             
  Age 0.2173   0.2948     0.0885   0.0345     0.5871 1.2891   0.8527 1.4059 
  Size 1.3575   3.5608 *   0.3807   1.8903     0.0592 3.0602   0.1692 2.7272 
  OCF -9.8577   4.3169 **   -0.4077   0.0162     0.0377 1.9405   0.8986 1.7354 
  Lev -9.6421   4.0709 **   -5.7706   4.8293 **   0.0436 3.9879   0.0280 3.2370 
  pBank 1.4354   6.6744 ***   0.8492   5.8149 **   0.0098 4.8106   0.0159 3.8409 
  MB 0.6474   6.2045 **   0.2611   3.5744 *   0.0127 1.2694   0.0587 1.3982 
  AC 1.9930   2.7148 *   2.2183   2.1926     0.0994 1.6870   0.1387 1.7506 
  Lag 3.3331   3.2946 *   1.9759   2.1368     0.0695 1.6906   0.1438 2.1006 
  Busy -0.7960   0.6194     0.6689   0.2481     0.4313 1.2794   0.6184 1.4384 
  Intercept -24.5838   4.1180 **   -15.1133   3.1119 *   0.0424 -   0.0777 - 
Nagelkerke R2 0.6456   0.4792             
Number of Obs. 154   87             

 

  



 CXXVI 

Appendix 62: GCO Joint Sensitivity Analysis: GCO on FTLong9, EPTLong5 and RPTLong5 (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong9 -2.1423   3.3172 *   -1.9097   1.2730     0.0686 1.4878   0.2592 1.8859 
  EPTLong5 -1.4075   0.6346     0.3043   0.0671     0.4257 1.4819   0.7956 1.7797 
  RPTLong5 -0.2008   0.0288     -0.4322   0.2041     0.8654 1.3677   0.6514 1.6727 
Audit Partner-Specific Variables                             
  EPExp -0.6263   4.0182 **   -0.1493   1.4877     0.0450 1.2709   0.2226 1.4178 
  RPExp -0.0922   1.6374     0.0006   0.0001     0.2007 1.2147   0.9928 1.1619 
  EPAbility -0.4132   0.0620     -1.0862   0.4927     0.8034 1.1637   0.4827 1.4324 
  RPAbility 2.6099   2.7067 *   1.2244   0.9308     0.0999 1.3855   0.3347 1.7961 
  Gender -1.6281   1.3116     -0.8331   0.3884     0.2521 1.2636   0.5331 1.4561 
Audit Firm-Specific Variables                             
  Big4 1.6577   0.6589     -0.3965   0.0748     0.4169 2.3390   0.7844 2.6793 
  IndExp 4.6543   6.6760 ***   2.0515   0.8888     0.0098 1.6072   0.3458 2.1782 
  Office -0.0808   0.0686     0.1917   0.6743     0.7933 2.7744   0.4116 2.9312 
Client-Specific Variables                             
  Age 0.2379   0.2849     0.1302   0.0660     0.5935 1.2855   0.7972 1.3856 
  Size 1.4861   2.9923 *   0.4425   2.1773     0.0837 3.0591   0.1401 2.7254 
  OCF -10.0118   3.2870 *   0.0543   0.0003     0.0698 1.9546   0.9871 1.7344 
  Lev -10.7249   3.7118 *   -5.8048   5.4861 **   0.0540 3.9299   0.0192 3.2232 
  pBank 1.6294   5.6081 **   0.9224   6.8275 ***   0.0179 4.7638   0.0090 3.8119 
  MB 0.7034   5.0839 **   0.2609   3.0776 *   0.0241 1.2697   0.0794 1.3826 
  AC 2.1009   2.6578     2.2244   2.0254     0.1030 1.6791   0.1547 1.7485 
  Lag 3.5223   2.6090     1.7866   1.5691     0.1063 1.6665   0.2103 2.1181 
  Busy -0.8652   0.7264     0.6300   0.2175     0.3941 1.2785   0.6410 1.4604 
  Intercept -26.6471   3.5123 *   -14.9818   3.0717 *   0.0609 -   0.0797 - 
Nagelkerke R2 0.6558   0.4992             
Number of Obs. 154   87             

 

  



 CXXVII 

Appendix 63: GCO Joint Sensitivity Analysis: GCO on FTLong10, EPTLong5 and RPTLong5 (Less FT/EPT/RPT = 1) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong10 -3.5738   3.6667 *   -4.4306   4.5155 **   0.0555 1.4337   0.0336 1.9892 
  EPTLong5 -0.5715   0.1406     0.8622   0.5027     0.7076 1.4928   0.4783 1.8920 
  RPTLong5 -0.9839   0.6774     -1.3390   1.7746     0.4105 1.3401   0.1828 1.6393 
Audit Partner-Specific Variables                             
  EPExp -0.5182   4.9048 **   -0.1088   0.6876     0.0268 1.2611   0.4070 1.4516 
  RPExp -0.0933   1.9527     0.0052   0.0048     0.1623 1.2088   0.9450 1.1535 
  EPAbility -0.4738   0.0806     -1.1340   0.4469     0.7765 1.1708   0.5038 1.4166 
  RPAbility 2.4237   2.8073 *   1.2105   1.0826     0.0938 1.3302   0.2981 1.7718 
  Gender -1.3313   1.3518     -0.8706   0.4119     0.2450 1.2661   0.5210 1.4492 
Audit Firm-Specific Variables                             
  Big4 1.1595   0.3990     -1.1349   0.6362     0.5276 2.3313   0.4251 2.7605 
  IndExp 3.8533   5.7439 **   1.3480   0.5661     0.0165 1.6390   0.4518 2.2959 
  Office -0.1365   0.1991     0.1257   0.2573     0.6555 2.7782   0.6120 2.9512 
Client-Specific Variables                             
  Age 0.2024   0.1830     0.2260   0.2702     0.6688 1.2245   0.6032 1.3943 
  Size 1.6227   3.2732 *   0.7015   4.5003 **   0.0704 3.0572   0.0339 2.8311 
  OCF -9.0177   3.0247 *   1.0821   0.1104     0.0820 1.9685   0.7397 1.7401 
  Lev -11.4078   3.7920 *   -7.5099   7.0811 ***   0.0515 4.0268   0.0078 3.2438 
  pBank 1.6847   5.3151 **   1.1566   7.9337 ***   0.0211 4.8555   0.0049 3.9221 
  MB 0.6563   5.4307 **   0.2622   3.1212 *   0.0198 1.2667   0.0773 1.3781 
  AC 2.5960   3.5423 *   2.7431   3.1805 *   0.0598 1.7287   0.0745 1.8290 
  Lag 3.9765   2.7718 *   2.2682   2.6751     0.0959 1.5726   0.1019 2.0045 
  Busy -0.5370   0.3427     0.8646   0.3915     0.5583 1.2629   0.5315 1.4397 
  Intercept -29.6330   3.3234 *   -18.6107   4.7396 **   0.0683 -   0.0295 - 
Nagelkerke R2 0.6643   0.5279             
Number of Obs. 154   87             

 

  



 CXXVIII 

Appendix 64: GCO Joint Sensitivity Analysis: GCO on FT, EPT and RPT (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FT -0.1790   2.6429     -0.1263   1.0060     0.1040 1.4950   0.3159 1.7731 
  EPT 0.3243   2.6032     0.2417   0.8047     0.1066 1.3697   0.3697 1.9828 
  RPT -0.1346   0.5394     -0.1255   0.4107     0.4627 1.4177   0.5216 1.6597 
Audit Partner-Specific Variables                             
  EPExp -0.0956   3.0031 *   0.0566   0.4999     0.0831 1.3272   0.4795 1.3852 
  RPExp -0.0355   0.8847     -0.0293   0.3625     0.3469 1.2009   0.5471 1.1875 
  EPAbility 0.9088   1.2938     -0.0291   0.0008     0.2554 1.1013   0.9771 1.2713 
  RPAbility 1.3599   3.9561 **   0.3188   0.1277     0.0467 1.2883   0.7208 1.5875 
  Gender 0.1573   0.0414     0.3384   0.2244     0.8388 1.2509   0.6357 1.5432 
Audit Firm-Specific Variables                             
  Big4 0.1188   0.0175     -0.1356   0.0174     0.8946 2.3028   0.8950 2.4774 
  IndExp 2.4532   4.7982 **   2.6349   4.6116 **   0.0285 1.4258   0.0318 1.8149 
  Office 0.0362   0.0429     0.2918   2.0772     0.8359 2.4502   0.1495 2.8510 
Client-Specific Variables                             
  Age -0.2240   0.6274     -0.0822   0.0808     0.4283 1.1581   0.7762 1.2301 
  Size 0.5509   6.2841 **   0.2188   0.8314     0.0122 2.4473   0.3619 2.4995 
  OCF -4.5845   3.6128 *   3.3884   0.5002     0.0573 1.5166   0.4794 1.4662 
  Lev -3.9968   4.4659 **   -3.1880   2.3334     0.0346 4.2430   0.1266 3.2396 
  pBank 0.73550   10.36168 ***   0.72011   8.06441 ***   0.00129 4.82992   0.00451 4.14265 
  MB 0.0456   0.1228     0.0280   0.0673     0.7260 1.1486   0.7953 1.2302 
  AC 0.6052   0.5028     1.5297   1.8667     0.4783 1.6468   0.1719 1.8983 
  Lag 1.9020   9.8334 ***   1.7725   4.1062 **   0.0017 1.4277   0.0427 1.7302 
  Busy -1.2614   3.2300 *   -0.8153   0.7696     0.0723 1.1843   0.3804 1.2544 
  Intercept -13.1352   9.7731 ***   -14.3968   5.4519 **   0.0018 -   0.0195 - 
Nagelkerke R2 0.4828   0.4435             
Number of Obs. 237   129             

 

  



 CXXIX 

Appendix 65: GCO Joint Sensitivity Analysis: GCO on FTShort, EPTShort and RPTShort (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort 0.8267   1.0580     0.1698   0.0337     0.3037 1.6468   0.8544 1.9823 
  EPTShort -0.8395   1.2281     -0.3428   0.1117     0.2678 1.5773   0.7382 2.1812 
  RPTShort 0.5438   0.6994     0.7947   0.9712     0.4030 1.5333   0.3244 2.0576 
Audit Partner-Specific Variables                             
  EPExp -0.0813   2.4838     0.0845   1.1178     0.1150 1.3485   0.2904 1.4588 
  RPExp -0.0483   2.1389     -0.0321   0.4181     0.1436 1.1990   0.5179 1.1950 
  EPAbility 1.1761   2.3019     0.1729   0.0379     0.1292 1.0962   0.8456 1.2193 
  RPAbility 1.2593   3.3388 *   0.3307   0.1258     0.0677 1.2734   0.7228 1.5918 
  Gender 0.1180   0.0274     0.2256   0.1058     0.8686 1.2370   0.7450 1.4784 
Audit Firm-Specific Variables                             
  Big4 -0.0095   0.0001     -0.1712   0.0288     0.9913 2.3178   0.8652 2.5192 
  IndExp 2.5530   5.8491 **   2.8070   5.6839 **   0.0156 1.4129   0.0171 1.8022 
  Office 0.0624   0.1201     0.3024   2.3435     0.7290 2.4508   0.1258 2.8349 
Client-Specific Variables                             
  Age -0.2298   0.7962     -0.0562   0.0422     0.3722 1.1256   0.8372 1.2095 
  Size 0.5253   5.0138 **   0.2123   0.7592     0.0251 2.4221   0.3836 2.4953 
  OCF -5.2186   4.0964 **   2.9421   0.3462     0.0430 1.4896   0.5563 1.4632 
  Lev -3.1206   3.0229 *   -2.3063   1.1452     0.0821 4.1504   0.2846 3.1476 
  pBank 0.6326   8.7892 ***   0.6265   5.7653 **   0.0030 4.7369   0.0163 4.2383 
  MB 0.0480   0.1411     0.0471   0.1863     0.7072 1.1453   0.6660 1.2247 
  AC 0.4445   0.3154     1.3943   2.1739     0.5744 1.6533   0.1404 1.8403 
  Lag 1.9485   10.1134 ***   1.8468   4.7632 **   0.0015 1.4224   0.0291 1.7808 
  Busy -1.1706   2.5521     -0.7718   0.7149     0.1101 1.1945   0.3978 1.3121 
  Intercept -14.0559   8.4398 ***   -15.9789   6.9172 ***   0.0037 -   0.0085 - 
Nagelkerke R2 0.4718   0.4349             
Number of Obs. 237   129             

 

  



 CXXX 

Appendix 66: GCO Joint Sensitivity Analysis: GCO on FTLong, EPTLong and RPTLong (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong -2.5199   7.6590 ***   -1.6188   2.7661 *   0.0056 1.2595   0.0963 1.2585 
  EPTLong 1.0535   2.2182     0.8358   0.4345     0.1364 1.1463   0.5098 1.5306 
  RPTLong 0.5033   0.4054     0.3817   0.1142     0.5243 1.1735   0.7355 1.4831 
Audit Partner-Specific Variables                             
  EPExp -0.0507   0.9026     0.0605   0.7429     0.3421 1.3014   0.3887 1.2690 
  RPExp -0.0544   2.1737     -0.0280   0.3751     0.1404 1.1778   0.5402 1.1462 
  EPAbility 0.6904   0.7956     -0.2635   0.0703     0.3724 1.0992   0.7908 1.3051 
  RPAbility 1.3183   3.3208 *   0.4452   0.2330     0.0684 1.2771   0.6293 1.5709 
  Gender 0.4044   0.3489     0.4405   0.3516     0.5547 1.2795   0.5532 1.5441 
Audit Firm-Specific Variables                             
  Big4 0.4579   0.2505     0.0618   0.0040     0.6168 2.2816   0.9493 2.4589 
  IndExp 2.5186   5.6505 **   2.6028   4.9943 **   0.0175 1.4166   0.0254 1.8091 
  Office 0.0144   0.0076     0.2647   1.8018     0.9306 2.4716   0.1795 2.9057 
Client-Specific Variables                             
  Age -0.1651   0.4064     -0.0842   0.0892     0.5238 1.1192   0.7652 1.2434 
  Size 0.5197   5.2879 **   0.2029   0.6686     0.0215 2.4515   0.4135 2.5082 
  OCF -3.8504   2.9484 *   3.7129   0.6032     0.0860 1.5032   0.4374 1.4832 
  Lev -3.1921   3.5444 *   -2.8764   2.8057 *   0.0597 4.0080   0.0939 2.9436 
  pBank 0.6861   10.3682 ***   0.7082   9.3829 ***   0.0013 4.6613   0.0022 3.6997 
  MB 0.0264   0.0425     0.0220   0.0436     0.8367 1.1489   0.8347 1.2365 
  AC 0.5420   0.4747     1.3103   1.8629     0.4908 1.6712   0.1723 1.7722 
  Lag 1.9955   12.7140 ***   1.8825   4.3444 **   0.0004 1.4140   0.0371 1.6587 
  Busy -1.3575   3.4624 *   -0.9392   1.0842     0.0628 1.2059   0.2978 1.2437 
  Intercept -13.8460   10.8833 ***   -14.5714   5.7972 **   0.0010 -   0.0161 - 
Nagelkerke R2 0.4793   0.4419             
Number of Obs. 237   129             

 

  



 CXXXI 

Appendix 67: GCO Joint Sensitivity Analysis: GCO on FTShort2, EPTShort2 and RPTShort2 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort2 0.8243   1.0029     0.7592   0.5334     0.3166 1.7019   0.4652 1.9180 
  EPTShort2 -1.1078   1.5644     -0.5962   0.3243     0.2110 1.6114   0.5690 1.9971 
  RPTShort2 0.1223   0.0296     0.1682   0.0474     0.8634 1.6718   0.8276 1.7391 
Audit Partner-Specific Variables                             
  EPExp -0.1123   3.8024 *   0.0517   0.3939     0.0512 1.2936   0.5303 1.4216 
  RPExp -0.0509   2.0026     -0.0335   0.4871     0.1570 1.2037   0.4852 1.1955 
  EPAbility 0.9945   1.3602     0.2494   0.0743     0.2435 1.1017   0.7851 1.2493 
  RPAbility 1.2140   2.7065 *   0.2913   0.1041     0.0999 1.2894   0.7470 1.6035 
  Gender 0.1945   0.0770     0.3110   0.1680     0.7815 1.2414   0.6819 1.5084 
Audit Firm-Specific Variables                             
  Big4 0.0237   0.0007     -0.2626   0.0643     0.9788 2.2803   0.7999 2.4713 
  IndExp 2.4430   5.3668 **   2.6889   5.2887 **   0.0205 1.4026   0.0215 1.8192 
  Office 0.0423   0.0551     0.3076   2.3783     0.8145 2.4351   0.1230 2.9137 
Client-Specific Variables                             
  Age -0.2480   0.8769     -0.0770   0.0875     0.3491 1.1177   0.7674 1.1773 
  Size 0.5180   5.1255 **   0.2046   0.7404     0.0236 2.3897   0.3895 2.5292 
  OCF -4.6649   3.7813 *   3.0367   0.3280     0.0518 1.4924   0.5668 1.4922 
  Lev -3.0714   3.1310 *   -2.8144   2.0161     0.0768 4.0926   0.1556 3.0237 
  pBank 0.6644   10.4150 ***   0.6859   8.9967 ***   0.0012 4.6863   0.0027 3.8231 
  MB 0.0392   0.0957     0.0384   0.1036     0.7571 1.1425   0.7476 1.2185 
  AC 0.3465   0.2349     1.3019   1.8851     0.6279 1.6247   0.1698 1.7949 
  Lag 1.8702   11.8729 ***   1.7311   4.1760 **   0.0006 1.4182   0.0410 1.6656 
  Busy -1.2359   3.1607 *   -0.8354   0.7467     0.0754 1.1864   0.3875 1.2400 
  Intercept -12.5031   9.5956 ***   -14.3626   5.9795 **   0.0020 -   0.0145 - 
Nagelkerke R2 0.4704   0.4335             
Number of Obs. 237   129             

 

  



 CXXXII 

Appendix 68: GCO Joint Sensitivity Analysis: GCO on FTLong7, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong7 -0.3526   0.2708     0.1208   0.0253     0.6028 1.2997   0.8736 1.4205 
  EPTLong5 0.7184   0.8819     0.2730   0.1070     0.3477 1.2842   0.7436 1.6095 
  RPTLong5 -1.5134   2.9513 *   -1.0490   1.2365     0.0858 1.2190   0.2661 1.3554 
Audit Partner-Specific Variables                             
  EPExp -0.0647   1.6105     0.0897   1.6722     0.2044 1.3727   0.1960 1.3079 
  RPExp -0.0531   2.2152     -0.0264   0.3386     0.1367 1.1875   0.5607 1.1506 
  EPAbility 1.3333   2.9727 *   0.2403   0.0621     0.0847 1.0921   0.8032 1.2464 
  RPAbility 1.3255   4.0557 **   0.3486   0.1624     0.0440 1.3002   0.6870 1.5592 
  Gender 0.1363   0.0330     0.2032   0.0835     0.8559 1.2464   0.7726 1.4779 
Audit Firm-Specific Variables                             
  Big4 0.0673   0.0055     -0.1771   0.0330     0.9407 2.3036   0.8559 2.5176 
  IndExp 2.4425   5.3915 **   2.7612   5.1186 **   0.0202 1.4297   0.0237 1.8026 
  Office 0.0361   0.0414     0.2893   2.1527     0.8388 2.4716   0.1423 2.8808 
Client-Specific Variables                             
  Age -0.2540   0.8362     -0.0769   0.0732     0.3605 1.1422   0.7867 1.1859 
  Size 0.5098   6.1329 **   0.2158   0.7078     0.0133 2.4648   0.4002 2.4938 
  OCF -4.6464   4.1274 **   3.0011   0.3957     0.0422 1.5360   0.5293 1.4717 
  Lev -2.8739   2.3648     -2.2678   1.5727     0.1241 4.1840   0.2098 3.0795 
  pBank 0.6221   7.8649 ***   0.6431   7.2117 ***   0.0050 4.7920   0.0072 3.8238 
  MB 0.0621   0.2279     0.0546   0.2724     0.6331 1.1542   0.6018 1.2458 
  AC 0.5646   0.4396     1.3108   1.8607     0.5073 1.6283   0.1725 1.8090 
  Lag 1.9315   9.6688 ***   1.8100   3.9695 **   0.0019 1.4485   0.0463 1.6772 
  Busy -1.2983   3.6349 *   -0.8134   0.7425     0.0566 1.1882   0.3888 1.2441 
  Intercept -13.3021   9.3631 ***   -15.3512   5.9079 **   0.0022 -   0.0151 - 
Nagelkerke R2 0.4773   0.4350             
Number of Obs. 237   129             

 

  



 CXXXIII 

Appendix 69: GCO Joint Sensitivity Analysis: GCO on FTLong8, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong8 -1.1582   2.1031     -0.9690   1.1727     0.1470 1.2851   0.2788 1.4545 
  EPTLong5 0.7284   0.8401     0.3904   0.2214     0.3594 1.2670   0.6380 1.5626 
  RPTLong5 -1.5363   3.1568 *   -0.8787   0.9877     0.0756 1.2055   0.3203 1.3559 
Audit Partner-Specific Variables                             
  EPExp -0.0680   1.6931     0.0718   0.9840     0.1932 1.3326   0.3212 1.2996 
  RPExp -0.0484   1.8324     -0.0266   0.3333     0.1758 1.1876   0.5638 1.1596 
  EPAbility 1.0958   2.0612     0.1127   0.0118     0.1511 1.0991   0.9135 1.2629 
  RPAbility 1.3305   4.1059 **   0.4337   0.2692     0.0427 1.2962   0.6039 1.5787 
  Gender 0.0494   0.0047     0.1855   0.0724     0.9453 1.2474   0.7878 1.4798 
Audit Firm-Specific Variables                             
  Big4 0.0809   0.0076     -0.2388   0.0583     0.9305 2.2989   0.8092 2.5165 
  IndExp 2.4973   5.2384 **   2.7153   5.0231 **   0.0221 1.4176   0.0250 1.8019 
  Office 0.0454   0.0691     0.2984   2.2437     0.7926 2.4720   0.1342 2.8800 
Client-Specific Variables                             
  Age -0.1910   0.5103     -0.0119   0.0017     0.4750 1.1474   0.9670 1.2445 
  Size 0.5011   5.8533 **   0.1961   0.6535     0.0155 2.4350   0.4189 2.4935 
  OCF -4.3282   3.7315 *   3.1877   0.5347     0.0534 1.5579   0.4647 1.4775 
  Lev -3.8563   4.0739 **   -3.1213   2.5367     0.0435 4.2473   0.1112 3.1209 
  pBank 0.7416   10.3267 ***   0.7420   8.8422 ***   0.0013 4.8393   0.0029 3.8301 
  MB 0.0634   0.2269     0.0476   0.2164     0.6339 1.1558   0.6418 1.2585 
  AC 0.7370   0.5896     1.5654   1.7361     0.4426 1.6346   0.1876 1.8332 
  Lag 1.8060   8.6507 ***   1.6256   3.2562 *   0.0033 1.4488   0.0712 1.6632 
  Busy -1.3290   3.8446 **   -0.9230   1.1114     0.0499 1.1891   0.2918 1.2434 
  Intercept -12.4480   8.0299 ***   -13.9417   5.4662 **   0.0046 -   0.0194 - 
Nagelkerke R2 0.4901   0.4495             
Number of Obs. 237   129             

 

  



 CXXXIV 

Appendix 70: GCO Joint Sensitivity Analysis: GCO on FTLong9, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong9 -1.0767   1.5213     -1.6727   2.7341 *   0.2174 1.2644   0.0982 1.5381 
  EPTLong5 0.7738   0.9461     0.4864   0.3278     0.3307 1.2743   0.5670 1.5638 
  RPTLong5 -1.5171   3.0380 *   -0.8425   0.7752     0.0813 1.2050   0.3786 1.3606 
Audit Partner-Specific Variables                             
  EPExp -0.0534   0.9947     0.0903   1.2728     0.3186 1.3076   0.2592 1.2907 
  RPExp -0.0556   2.3247     -0.0301   0.4350     0.1273 1.1875   0.5096 1.1522 
  EPAbility 1.1271   2.1051     -0.0608   0.0036     0.1468 1.0966   0.9522 1.2800 
  RPAbility 1.3384   4.0979 **   0.5240   0.3699     0.0429 1.2978   0.5430 1.5674 
  Gender 0.0986   0.0187     0.1861   0.0729     0.8911 1.2466   0.7871 1.4779 
Audit Firm-Specific Variables                             
  Big4 0.0956   0.0118     -0.3130   0.1004     0.9135 2.2892   0.7514 2.5157 
  IndExp 2.4591   5.5574 **   2.7210   5.1243 **   0.0184 1.4137   0.0236 1.8004 
  Office 0.0369   0.0468     0.3041   2.7920 *   0.8288 2.4712   0.0947 2.8787 
Client-Specific Variables                             
  Age -0.2077   0.5714     0.0323   0.0114     0.4497 1.1279   0.9149 1.2499 
  Size 0.5323   6.1796 **   0.2829   1.1762     0.0129 2.4334   0.2781 2.5039 
  OCF -4.3355   3.8677 **   3.4670   0.5948     0.0492 1.5591   0.4406 1.4726 
  Lev -3.2303   2.8876 *   -3.2714   3.2324 *   0.0893 4.1291   0.0722 3.0096 
  pBank 0.6689   8.1832 ***   0.7790   9.4954 ***   0.0042 4.7529   0.0021 3.7775 
  MB 0.0540   0.1572     0.0491   0.2051     0.6917 1.1583   0.6507 1.2522 
  AC 0.6542   0.5232     1.5947   1.8162     0.4695 1.6390   0.1778 1.8407 
  Lag 1.9149   9.8793 ***   1.7432   3.2329 *   0.0017 1.4429   0.0722 1.6622 
  Busy -1.2931   3.7232 *   -0.8897   0.9467     0.0537 1.1891   0.3306 1.2441 
  Intercept -13.6203   9.5007 ***   -15.7604   5.6700 **   0.0021 -   0.0173 - 
Nagelkerke R2 0.4841   0.4652             
Number of Obs. 237   129             

 

  



 CXXXV 

Appendix 71: GCO Joint Sensitivity Analysis: GCO on FTLong10, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong10 -2.0730   6.4643 **   -2.3966   7.4611 ***   0.0110 1.2802   0.0063 1.5177 
  EPTLong5 0.8303   1.0869     0.5386   0.3470     0.2972 1.2711   0.5558 1.5941 
  RPTLong5 -1.6289   3.1746 *   -1.1713   1.3797     0.0748 1.2019   0.2401 1.3512 
Audit Partner-Specific Variables                             
  EPExp -0.0456   0.7702     0.1025   1.8108     0.3802 1.3073   0.1784 1.3015 
  RPExp -0.0579   2.4125     -0.0334   0.5883     0.1204 1.1884   0.4431 1.1472 
  EPAbility 1.0994   2.0659     0.0102   0.0001     0.1506 1.1040   0.9919 1.2602 
  RPAbility 1.3165   3.8456 **   0.4338   0.2467     0.0499 1.2862   0.6194 1.5635 
  Gender 0.0958   0.0172     0.2252   0.1069     0.8956 1.2464   0.7437 1.4777 
Audit Firm-Specific Variables                             
  Big4 0.0684   0.0063     -0.3459   0.1328     0.9370 2.2905   0.7156 2.5164 
  IndExp 2.3765   5.4668 **   2.4209   4.1234 **   0.0194 1.4202   0.0423 1.8233 
  Office 0.0027   0.0002     0.2520   1.7831     0.9875 2.4745   0.1818 2.9053 
Client-Specific Variables                             
  Age -0.1822   0.4250     0.0527   0.0341     0.5145 1.1109   0.8536 1.2809 
  Size 0.6104   7.1969 ***   0.3520   1.5750     0.0073 2.4853   0.2095 2.5436 
  OCF -4.2400   3.3795 *   3.4282   0.5802     0.0660 1.5624   0.4462 1.4626 
  Lev -3.7565   3.4421 *   -3.5789   3.7489 *   0.0636 4.2130   0.0528 3.0436 
  pBank 0.7476   8.0670 ***   0.8187   9.8261 ***   0.0045 4.8382   0.0017 3.8204 
  MB 0.0552   0.1567     0.0478   0.2084     0.6922 1.1593   0.6480 1.2463 
  AC 0.7645   0.7901     1.6427   2.7003     0.3741 1.6671   0.1003 1.8656 
  Lag 1.9790   10.1791 ***   1.8235   4.7185 **   0.0014 1.4152   0.0298 1.6520 
  Busy -1.2799   3.3019 *   -0.9133   0.9914     0.0692 1.1877   0.3194 1.2428 
  Intercept -14.1536   9.5686 ***   -15.9998   7.2714 ***   0.0020 -   0.0070 - 
Nagelkerke R2 0.4958   0.4707             
Number of Obs. 237   129             

 

  



 CXXXVI 

Appendix 72: GCO Joint Sensitivity Analysis: GCO on FT and Team 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FT -0.1499   2.6080     -0.1348   1.9531     0.1063 1.2689   0.1623 1.5521 
  Team 0.0853   0.2119     0.1268   0.4258     0.6453 1.2066   0.5141 1.4223 
Audit Partner-Specific Variables                             
  TeamExp -0.0651   8.2826 ***   -0.0154   0.2432     0.0040 1.2096   0.6219 1.1880 
  TeamAbility 1.6239   8.0659 ***   0.5985   0.9023     0.0045 1.1652   0.3422 1.3460 
  Gender 0.0666   0.0104     -0.1085   0.0254     0.9189 1.1578   0.8733 1.2639 
Audit Firm-Specific Variables                             
  Big4 0.2387   0.1040     0.0625   0.0063     0.7471 2.1195   0.9366 2.2017 
  IndExp 2.3588   5.1199 **   1.6109   2.7284 *   0.0237 1.3996   0.0986 1.7538 
  Office -0.0347   0.0623     0.1130   0.6623     0.8029 2.4158   0.4158 2.6778 
Client-Specific Variables                             
  Age -0.1129   0.2634     -0.0740   0.0786     0.6078 1.1518   0.7792 1.2905 
  Size 0.6549   9.8736 ***   0.4065   3.4836 *   0.0017 2.4431   0.0620 2.3098 
  OCF -4.8081   5.0237 **   1.3631   0.1373     0.0250 1.5668   0.7110 1.4741 
  Lev -3.8391   5.8999 **   -3.2618   4.6699 **   0.0151 3.9592   0.0307 3.1489 
  pBank 0.7554   16.0830 ***   0.7433   14.7076 ***   0.0001 4.6298   0.0001 3.7708 
  MB 0.1032   0.5914     0.0889   0.7734     0.4419 1.1255   0.3792 1.1970 
  AC 0.0363   0.0031     0.3753   0.3292     0.9559 1.4770   0.5661 1.5190 
  Lag 1.6312   9.4316 ***   1.2887   3.2344 *   0.0021 1.4417   0.0721 1.6319 
  Busy -1.2283   3.1515 *   -0.8027   0.9249     0.0759 1.1769   0.3362 1.1970 
  Intercept -11.9343   10.1772 ***   -10.6836   4.7830 **   0.0014 -   0.0287 - 
Nagelkerke R2 0.4968   0.3980             
Number of Obs. 277   151             

 

  



 CXXXVII 

Appendix 73:  GCO Joint Sensitivity Analysis: GCO on FTShort and TeamShort 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort 0.6791   1.0851     0.4326   0.5102     0.2976 1.2568   0.4750 1.4994 
  TeamShort 0.0830   0.0152     0.1214   0.0283     0.9019 1.2456   0.8665 1.4859 
Audit Partner-Specific Variables                             
  TeamExp -0.0660   8.2092 ***   -0.0104   0.1134     0.0042 1.1671   0.7363 1.1540 
  TeamAbility 1.5884   7.9509 ***   0.5876   0.8775     0.0048 1.1569   0.3489 1.3198 
  Gender 0.1410   0.0464     -0.1325   0.0371     0.8295 1.1632   0.8473 1.2742 
Audit Firm-Specific Variables                             
  Big4 0.2166   0.0884     0.0891   0.0135     0.7662 2.1200   0.9075 2.2181 
  IndExp 2.3448   5.3556 **   1.6223   2.9216 *   0.0207 1.3901   0.0874 1.7492 
  Office -0.0345   0.0578     0.1028   0.5838     0.8099 2.4147   0.4448 2.6842 
Client-Specific Variables                             
  Age -0.1357   0.4104     -0.0943   0.1247     0.5218 1.1312   0.7240 1.2280 
  Size 0.6385   8.4225 ***   0.3974   3.0248 *   0.0037 2.4202   0.0820 2.3231 
  OCF -5.0761   4.5220 **   0.9767   0.0667     0.0335 1.5643   0.7962 1.4837 
  Lev -3.4131   4.4908 **   -2.8010   3.4385 *   0.0341 3.9128   0.0637 3.1185 
  pBank 0.6924   14.3750 ***   0.6645   11.7000 ***   0.0001 4.6030   0.0006 3.8190 
  MB 0.0986   0.5787     0.0894   0.7269     0.4468 1.1288   0.3939 1.2004 
  AC -0.0378   0.0034     0.3159   0.2528     0.9535 1.4650   0.6151 1.4935 
  Lag 1.8144   10.5890 ***   1.4281   3.6415 *   0.0011 1.4407   0.0564 1.6357 
  Busy -1.2097   2.9818 *   -0.7974   1.0096     0.0842 1.1856   0.3150 1.2089 
  Intercept -13.5024   8.7962 ***   -11.9234   5.1255 **   0.0030 -   0.0236 - 
Nagelkerke R2 0.4912   0.3893             
Number of Obs. 277   151             

 

  



 CXXXVIII 

Appendix 74: GCO Joint Sensitivity Analysis: GCO on FTLong and TeamLong 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong -2.3912   8.2309 ***   -1.6846   2.8255 *   0.0041 1.1888   0.0928 1.1933 
  TeamLong 1.8204   1.9927     1.0388   0.6139     0.1581 1.0710   0.4333 1.2296 
Audit Partner-Specific Variables                             
  TeamExp -0.0639   6.6790 ***   -0.0124   0.1550     0.0098 1.1703   0.6938 1.1228 
  TeamAbility 1.5999   7.4597 ***   0.5653   0.7890     0.0063 1.1574   0.3744 1.3227 
  Gender 0.2375   0.1528     0.0130   0.0004     0.6959 1.1568   0.9846 1.2750 
Audit Firm-Specific Variables                             
  Big4 0.5626   0.5314     0.3448   0.2035     0.4660 2.1035   0.6519 2.1900 
  IndExp 2.2987   5.5181 **   1.6935   3.2564 *   0.0188 1.3927   0.0711 1.7424 
  Office -0.0728   0.2718     0.0988   0.5046     0.6021 2.4317   0.4775 2.6952 
Client-Specific Variables                             
  Age -0.1607   0.5317     -0.1131   0.1865     0.4659 1.1194   0.6659 1.2818 
  Size 0.6516   9.0838 ***   0.3736   2.7160 *   0.0026 2.4494   0.0993 2.3403 
  OCF -4.3301   4.0280 **   1.3066   0.1319     0.0448 1.5675   0.7164 1.4715 
  Lev -3.4524   5.1828 **   -3.0650   4.4631 **   0.0228 3.8329   0.0346 3.0482 
  pBank 0.7158   14.8267 ***   0.6864   12.4777 ***   0.0001 4.5370   0.0004 3.5741 
  MB 0.0899   0.5154     0.0784   0.5963     0.4728 1.1218   0.4400 1.1949 
  AC 0.0355   0.0030     0.2930   0.2110     0.9562 1.5013   0.6460 1.4988 
  Lag 1.7689   11.2879 ***   1.4959   3.7713 *   0.0008 1.4206   0.0521 1.5871 
  Busy -1.3935   4.0773 **   -0.8244   0.9696     0.0435 1.1783   0.3248 1.1875 
  Intercept -12.5115   10.6580 ***   -11.5448   4.8978 **   0.0011 -   0.0269 - 
Nagelkerke R2 0.5029   0.3962             
Number of Obs. 277   151             

 

  



 CXXXIX 

Appendix 75:  GCO Joint Sensitivity Analysis: GCO on FTShort2 and TeamShort2 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTShort2 0.5616   0.8107     0.8907   1.8389     0.3679 1.3530   0.1751 1.4895 
  TeamShort2 -0.4027   0.3725     -0.6979   0.9322     0.5416 1.3577   0.3343 1.4041 
Audit Partner-Specific Variables                             
  TeamExp -0.0695   8.4207 ***   -0.0193   0.3816     0.0037 1.1830   0.5368 1.1541 
  TeamAbility 1.5692   6.7426 ***   0.5757   0.8465     0.0094 1.1679   0.3575 1.3337 
  Gender 0.1915   0.0936     0.0701   0.0103     0.7597 1.1587   0.9192 1.2745 
Audit Firm-Specific Variables                             
  Big4 0.3226   0.1991     0.1123   0.0201     0.6555 2.1003   0.8872 2.1952 
  IndExp 2.2726   5.2447 **   1.6633   2.6870     0.0220 1.3871   0.1012 1.7669 
  Office -0.0501   0.1335     0.1144   0.7133     0.7149 2.4218   0.3984 2.6978 
Client-Specific Variables                             
  Age -0.1785   0.6914     -0.1244   0.2402     0.4057 1.1237   0.6241 1.2361 
  Size 0.6122   7.6424 ***   0.3955   3.2398 *   0.0057 2.3965   0.0719 2.2947 
  OCF -4.7020   4.4194 **   1.1577   0.1047     0.0355 1.5672   0.7463 1.4864 
  Lev -3.1479   3.8957 **   -2.9517   4.0421 **   0.0484 3.8661   0.0444 3.0371 
  pBank 0.6718   12.9399 ***   0.6795   12.3563 ***   0.0003 4.5533   0.0004 3.5733 
  MB 0.0840   0.4620     0.0838   0.5928     0.4967 1.1248   0.4413 1.1914 
  AC -0.0385   0.0038     0.3464   0.2856     0.9506 1.4696   0.5931 1.5036 
  Lag 1.7489   12.7692 ***   1.5410   4.0983 **   0.0004 1.4243   0.0429 1.5839 
  Busy -1.2120   3.1950 *   -0.6857   0.6403     0.0739 1.1774   0.4236 1.1948 
  Intercept -12.1526   9.9947 ***   -11.8794   5.2571 **   0.0016 -   0.0219 - 
Nagelkerke R2 0.4872   0.4011             
Number of Obs. 277   151             

 

  



 CXL 

Appendix 76:  GCO Joint Sensitivity Analysis: GCO on FTLong7 and TeamLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong7 -0.5264   0.6806     -0.0763   0.0137     0.4094 1.1922   0.9069 1.3196 
  TeamLong5 -1.1358   1.1770     -0.6623   0.4342     0.2780 1.0831   0.5099 1.1869 
Audit Partner-Specific Variables                             
  TeamExp -0.0663   7.9669 ***   -0.0065   0.0439     0.0048 1.1761   0.8341 1.1214 
  TeamAbility 1.5705   7.7003 ***   0.5817   0.8766     0.0055 1.1675   0.3491 1.3248 
  Gender 0.1140   0.0308     -0.0906   0.0177     0.8607 1.1581   0.8940 1.2642 
Audit Firm-Specific Variables                             
  Big4 0.2960   0.1623     0.2118   0.0813     0.6871 2.1194   0.7756 2.1875 
  IndExp 2.3731   5.5367 **   1.6106   2.9163 *   0.0186 1.4068   0.0877 1.7463 
  Office -0.0405   0.0833     0.0907   0.4301     0.7728 2.4151   0.5119 2.6777 
Client-Specific Variables                             
  Age -0.1504   0.4699     -0.1117   0.1619     0.4930 1.1447   0.6875 1.2498 
  Size 0.6180   9.3050 ***   0.3771   2.9409 *   0.0023 2.4429   0.0864 2.3109 
  OCF -4.6079   4.7855 **   1.1818   0.1126     0.0287 1.5640   0.7372 1.4799 
  Lev -3.4478   4.9304 **   -2.6053   3.1452 *   0.0264 3.9076   0.0762 3.0886 
  pBank 0.6972   14.3383 ***   0.6300   10.4385 ***   0.0002 4.6030   0.0012 3.6567 
  MB 0.1103   0.7288     0.0887   0.7972     0.3933 1.1336   0.3719 1.2078 
  AC 0.0323   0.0023     0.3181   0.2485     0.9622 1.4712   0.6181 1.5272 
  Lag 1.7802   10.0514 ***   1.5199   3.8066 *   0.0015 1.4529   0.0511 1.6305 
  Busy -1.3254   4.3601 **   -0.7975   0.9193     0.0368 1.1729   0.3377 1.1903 
  Intercept -12.4047   10.2731 ***   -11.8407   5.3228 **   0.0013 -   0.0210 - 
Nagelkerke R2 0.4926   0.3864             
Number of Obs. 277   151             

 

  



 CXLI 

Appendix 77: GCO Joint Sensitivity Analysis: GCO on FTLong8 and TeamLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong8 -1.2417   2.6966     -1.0613   1.8534     0.1006 1.2080   0.1734 1.3692 
  TeamLong5 -1.1786   1.1918     -0.7292   0.4295     0.2750 1.0832   0.5122 1.1871 
Audit Partner-Specific Variables                             
  TeamExp -0.0669   8.1878 ***   -0.0137   0.1912     0.0042 1.1670   0.6619 1.1345 
  TeamAbility 1.5425   7.5145 ***   0.6398   1.0496     0.0061 1.1632   0.3056 1.3232 
  Gender 0.1014   0.0262     -0.1015   0.0227     0.8715 1.1573   0.8803 1.2647 
Audit Firm-Specific Variables                             
  Big4 0.2765   0.1259     0.1654   0.0470     0.7227 2.1136   0.8284 2.1759 
  IndExp 2.4197   5.5596 **   1.7009   3.1583 *   0.0184 1.3992   0.0755 1.7465 
  Office -0.0361   0.0671     0.1099   0.6220     0.7956 2.4154   0.4303 2.6739 
Client-Specific Variables                             
  Age -0.0855   0.1586     -0.0179   0.0042     0.6905 1.1498   0.9481 1.3052 
  Size 0.6067   8.7655 ***   0.3636   2.8157 *   0.0031 2.4138   0.0933 2.3076 
  OCF -4.2830   4.6293 **   1.3817   0.1775     0.0314 1.5803   0.6736 1.4897 
  Lev -4.1511   7.0584 ***   -3.3138   4.8093 **   0.0079 3.9710   0.0283 3.1632 
  pBank 0.7904   17.0336 ***   0.7239   13.8562 ***   0.0000 4.6596   0.0002 3.7119 
  MB 0.1164   0.7760     0.0904   0.8813     0.3784 1.1340   0.3478 1.2094 
  AC 0.1868   0.0633     0.4767   0.4534     0.8014 1.4747   0.5007 1.5412 
  Lag 1.6321   8.5122 ***   1.3182   3.2036 *   0.0035 1.4588   0.0735 1.6246 
  Busy -1.3808   4.5698 **   -0.9039   1.2520     0.0325 1.1733   0.2632 1.1878 
  Intercept -11.4607   8.4658 ***   -10.7214   4.8993 **   0.0036 -   0.0269 - 
Nagelkerke R2 0.5048   0.4038             
Number of Obs. 277   151             

 

  



 CXLII 

Appendix 78: GCO Joint Sensitivity Analysis: GCO on FTLong9 and TeamLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong9 -1.2474   2.1493     -1.5407   3.5970 *   0.1426 1.1940   0.0579 1.4220 
  TeamLong5 -1.1323   1.0588     -0.7609   0.3949     0.3035 1.0874   0.5297 1.1945 
Audit Partner-Specific Variables                             
  TeamExp -0.0638   7.4155 ***   -0.0100   0.1034     0.0065 1.1613   0.7478 1.1106 
  TeamAbility 1.5200   7.5875 ***   0.6046   0.9275     0.0059 1.1661   0.3355 1.3158 
  Gender 0.0873   0.0189     -0.1301   0.0400     0.8908 1.1573   0.8415 1.2660 
Audit Firm-Specific Variables                             
  Big4 0.2591   0.1226     0.0535   0.0046     0.7263 2.1021   0.9459 2.1916 
  IndExp 2.3249   5.3289 **   1.7234   3.2442 *   0.0210 1.3951   0.0717 1.7465 
  Office -0.0454   0.1005     0.1133   0.6697     0.7512 2.4150   0.4132 2.6772 
Client-Specific Variables                             
  Age -0.1158   0.2806     -0.0061   0.0005     0.5963 1.1292   0.9824 1.2913 
  Size 0.6447   8.9899 ***   0.4310   3.3844 *   0.0027 2.4107   0.0658 2.3284 
  OCF -4.3280   4.4167 **   1.4118   0.1698     0.0356 1.5813   0.6803 1.4832 
  Lev -3.6204   5.4470 **   -3.3305   5.3024 **   0.0196 3.8888   0.0213 3.0793 
  pBank 0.7301   14.3901 ***   0.7404   13.4099 ***   0.0001 4.5915   0.0003 3.6581 
  MB 0.1125   0.7085     0.0970   0.9594     0.3999 1.1348   0.3273 1.2078 
  AC 0.0818   0.0141     0.4159   0.3667     0.9056 1.4752   0.5448 1.5419 
  Lag 1.7365   9.9671 ***   1.3436   3.2631 *   0.0016 1.4575   0.0709 1.6248 
  Busy -1.3716   4.5122 **   -0.8890   1.1318     0.0337 1.1733   0.2874 1.1887 
  Intercept -12.5390   10.4992 ***   -11.7370   5.6567 **   0.0012 -   0.0174 - 
Nagelkerke R2 0.4991   0.4105             
Number of Obs. 277   151             

 

  



 CXLIII 

Appendix 79: GCO Joint Sensitivity Analysis: GCO on FTLong10 and TeamLong5 

    Model A   Model B   Model A   Model B 

Variable Coeff.   Wald     Coeff.   Wald     p-Value VIF   p-Value VIF               
Test Variables                               
  FTLong10 -2.1701   5.5735 **   -2.2203   5.5753 **   0.0182 1.2148   0.0182 1.4032 
  TeamLong5 -1.1772   0.9218     -0.7523   0.3545     0.3370 1.0942   0.5516 1.1903 
Audit Partner-Specific Variables                             
  TeamExp -0.0627   6.6894 ***   -0.0098   0.0930     0.0097 1.1625   0.7604 1.1025 
  TeamAbility 1.5006   7.2087 ***   0.5896   0.8571     0.0073 1.1620   0.3545 1.3157 
  Gender 0.0603   0.0090     -0.1077   0.0268     0.9244 1.1572   0.8699 1.2653 
Audit Firm-Specific Variables                             
  Big4 0.2418   0.1131     0.0083   0.0001     0.7367 2.1013   0.9913 2.1925 
  IndExp 2.2583   5.4949 **   1.5030   2.7576 *   0.0191 1.3998   0.0968 1.7760 
  Office -0.0703   0.2563     0.0778   0.3255     0.6127 2.4182   0.5683 2.6857 
Client-Specific Variables                             
  Age -0.0917   0.1817     0.0195   0.0053     0.6699 1.1117   0.9419 1.3181 
  Size 0.7199   10.4157 ***   0.4904   3.8118 *   0.0012 2.4662   0.0509 2.3716 
  OCF -4.2184   3.8375 *   1.4078   0.1659     0.0501 1.5877   0.6838 1.4771 
  Lev -4.1411   6.1957 **   -3.7281   5.8611 **   0.0128 3.9534   0.0155 3.1095 
  pBank 0.8033   13.9690 ***   0.7909   13.5519 ***   0.0002 4.6611   0.0002 3.7042 
  MB 0.1105   0.6699     0.0879   0.7931     0.4131 1.1357   0.3731 1.2078 
  AC 0.1088   0.0271     0.4456   0.4666     0.8692 1.4947   0.4945 1.5440 
  Lag 1.8057   11.0212 ***   1.4449   3.9186 **   0.0009 1.4299   0.0478 1.6066 
  Busy -1.3775   4.2389 **   -0.9180   1.1810     0.0395 1.1732   0.2772 1.1873 
  Intercept -13.1551   11.0780 ***   -12.1603   6.0274 **   0.0009 -   0.0141 - 
Nagelkerke R2 0.5083   0.4152             
Number of Obs. 277   151             

 



 CXLIV 

Appendix 80: GCO Analysis - Overview of Results at Audit Firm Level 

Primary Analyses 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
FT  -0.1219 2.0828 0.1490   -0.1049 1.4257 0.2325   
FT ≤ 2 0.2320 0.1517 0.6969   0.5386 0.8418 0.3589   
FT ≤ 3 0.6132 1.0969 0.2950   0.4004 0.5684 0.4509   
FT ≥ 7 -0.3096 0.2736 0.6009   -0.0137 0.0005 0.9829   
FT ≥ 8 -1.1752 2.4021 0.1212   -0.9583 1.5454 0.2138   
FT ≥ 9 -1.2105 2.0823 0.1490   -1.4631 3.5058 0.0612 * 
FT ≥ 10 -2.1713 6.0444 0.0140 ** -2.1648 6.7446 0.0094 *** 
FT ≥ 11 -2.4607 8.2159 0.0042 *** -1.6184 3.1498 0.0759 * 

 
Less FT = 1 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
FT -0.1542 2.4334 0.1188   -0.0943 0.7742 0.3789   
FT ≤ 2 0.0573 0.0057 0.9398   0.2512 0.1053 0.7455   
FT ≤ 3 0.6092 0.8248 0.3638   0.2720 0.2123 0.6450   
FT ≥ 7 -0.3735 0.3273 0.5673   -0.0445 0.0042 0.9485   
FT ≥ 8 -1.4385 2.7560 0.0969 * -1.0607 1.7433 0.1867   
FT ≥ 9 -1.3944 2.5069 0.1133   -1.5466 3.9807 0.0460 ** 
FT ≥ 10 -2.3390 6.7615 0.0093 *** -2.2445 6.9852 0.0082 *** 
FT ≥ 11 -2.5572 7.1420 0.0075 *** -1.4250 2.1832 0.1395   

 
Less FreqAF_Switch 

 Model A Model B 
  Coeff. Wald p-Value   Coeff. Wald p-Value   
FT -0.1072 1.4152 0.2342   -0.0923 1.0301 0.3101   
FT ≤ 2 0.1399 0.0417 0.8383   0.4888 0.4734 0.4914   
FT ≤ 3 0.5942 0.8755 0.3494   0.3578 0.3827 0.5361   
FT ≥ 7 -0.2420 0.1460 0.7024   -0.0397 0.0038 0.9508   
FT ≥ 8 -1.1950 2.3149 0.1281   -1.0519 1.6554 0.1982   
FT ≥ 9 -1.0973 1.9451 0.1631   -1.5131 4.0335 0.0446 ** 
FT ≥ 10 -1.9617 5.7706 0.0163 ** -1.9697 6.4597 0.0110 ** 
FT ≥ 11 -2.1424 6.5391 0.0106 ** -1.0885 1.5242 0.2170   

 

  



 CXLV 

Appendix 81: GCO Analysis - Overview of Results at Audit Partner Level 

Primary Analyses 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
EPT 0.1467 0.8516 0.3561   0.0597 0.0850 0.7706   
RPT -0.2055 1.4546 0.2278   -0.1644 0.7273 0.3938   
EPT ≤ 2 -0.7026 0.9802 0.3221   -0.2049 0.0675 0.7950   
RPT ≤ 2 0.4034 0.3867 0.5341   0.2669 0.1889 0.6638   
EPT ≤ 3 -0.3612 0.3341 0.5632   0.0605 0.0054 0.9413   
RPT ≤ 3 0.7272 1.5709 0.2101   0.7681 0.8751 0.3496   
EPT ≥ 5 0.4540 0.4291 0.5124   0.1374 0.0348 0.8519   
RPT ≥ 5 -1.5701 3.6272 0.0568 * -0.9607 1.2754 0.2587   
EPT ≥ 6 0.3655 0.2612 0.6093   0.3248 0.1151 0.7345   
RPT ≥ 6 0.5216 0.4786 0.4890   0.6309 0.3758 0.5398   

 
Less EPT/RPT = 1 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
EPT -0.3020 0.8234 0.3642   0.1403 0.1542 0.6946   
RPT 0.0563 0.0195 0.8890   -0.3192 0.8327 0.3615   
EPT ≤ 2 -0.1222 0.0149 0.9030   -0.2062 0.0275 0.8682   
RPT ≤ 2 0.3643 0.1042 0.7469   0.2812 0.0531 0.8178   
EPT ≤ 3 0.9255 0.6906 0.4060   -0.0170 0.0003 0.9870   
RPT ≤ 3 0.1218 0.0188 0.8911   1.5308 2.3685 0.1238   
EPT ≥ 5 -1.0925 0.5615 0.4536   0.1934 0.0314 0.8594   
RPT ≥ 5 -1.0556 0.8387 0.3598   -0.9113 1.0358 0.3088   
EPT ≥ 6 -1.7258 1.4408 0.2300   -0.7291 0.2532 0.6148   
RPT ≥ 6 4.1164 3.4307 0.0640 * 2.1109 1.4016 0.2365   

 
Less FT ≤ 3 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
EPT -0.0707 0.0736 0.7861   -0.2116 0.3344 0.5631   
RPT -0.2210 0.9529 0.3290   0.1016 0.0812 0.7757   
EPT ≤ 2 0.0996 0.0064 0.9364   1.0872 0.8159 0.3664   
RPT ≤ 2 -0.1594 0.0353 0.8509   -1.1815 1.0681 0.3014   
EPT ≤ 3 0.4958 0.2641 0.6073   1.4693 1.3813 0.2399   
RPT ≤ 3 1.1589 1.6692 0.1964   0.1956 0.0230 0.8795   
EPT ≥ 5 -1.0053 0.5371 0.4636   -0.8475 0.4487 0.5029   
RPT ≥ 5 -3.2719 5.3191 0.0211 ** -1.0820 0.4682 0.4938   
EPT ≥ 6 -0.1601 0.0136 0.9072   0.0387 0.0006 0.9799   
RPT ≥ 6 1.1507 0.5007 0.4792   1.2386 0.3456 0.5566   

 
Audit Partner Team Tenure 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
Team -0.0008 0.0000 0.9963   0.0480 0.0709 0.7900   
Team ≤ 2 -0.1643 0.0728 0.7872   -0.3648 0.2992 0.5844   
Team ≤ 3 0.3994 0.3922 0.5312   0.3475 0.3174 0.5732   
Team ≥ 5 -1.1389 1.2233 0.2687   -0.6717 0.4532 0.5008   
Team ≥ 6 1.8187 2.0217 0.1551   1.0375 0.6135 0.4335   

 

  



 CXLVI 

Appendix 82: GCO Analysis - Overview of Results of the Joint Analysis 

Primary Analysis 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
FT -0.2018 3.5088 0.0610 * -0.1316 1.4055 0.2358   
EPT 0.2886 2.1780 0.1400   0.1381 0.3348 0.5628   
RPT -0.1389 0.5275 0.4677   -0.1080 0.2875 0.5918   
FT ≤ 2 0.9810 1.7313 0.1882   0.9680 1.3979 0.2371   
EPT ≤ 2 -1.1365 1.6833 0.1945   -0.6051 0.3652 0.5456   
RPT ≤ 2 0.1430 0.0384 0.8447   -0.0076 0.0001 0.9910   
FT ≤ 3 0.9108 1.4964 0.2212   0.1960 0.0692 0.7926   
EPT ≤ 3 -0.7631 1.0444 0.3068   -0.0167 0.0003 0.9854   
RPT ≤ 3 0.4304 0.4549 0.5000   0.6742 0.5819 0.4456   
FT ≥ 7 -0.5188 0.6550 0.4183   0.1022 0.0202 0.8870   
EPT ≥ 5 0.5864 0.6978 0.4035   0.1114 0.0227 0.8804   
RPT ≥ 5 -1.5006 3.1148 0.0776 * -0.9878 1.2154 0.2703   
FT ≥ 8 -1.2756 2.5689 0.1090   -0.9421 1.2764 0.2586   
EPT ≥ 5 0.5560 0.5920 0.4417   0.2026 0.0737 0.7860   
RPT ≥ 5 -1.5814 3.3577 0.0669 * -0.8339 0.9161 0.3385   
FT ≥ 9 -1.2438 1.6873 0.1940   -1.6228 2.7222 0.0990 * 
EPT ≥ 5 0.5960 0.6782 0.4102   0.2846 0.1385 0.7098   
RPT ≥ 5 -1.5656 3.2858 0.0699 * -0.8244 0.7779 0.3778   
FT ≥ 10 -2.3803 7.3195 0.0068 *** -2.5318 6.9846 0.0082 *** 
EPT ≥ 5 0.6816 0.8848 0.3469   0.3405 0.1737 0.6769   
RPT ≥ 5 -1.7247 3.4370 0.0638 * -1.1038 1.2724 0.2593   
FT ≥ 11 -2.6503 8.8505 0.0029 *** -2.0553 4.3843 0.0363 ** 
EPT ≥ 6 0.7431 1.1441 0.2848   0.4947 0.2125 0.6448   
RPT ≥ 6 0.5436 0.5507 0.4580   0.5174 0.2363 0.6269   

 
Less FT/EPT/RPT = 1 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
FT -0.3471 4.0704 0.0436 ** -0.1869 0.8316 0.3618   
EPT -0.0782 0.0337 0.8544   0.2618 0.3626 0.5470   
RPT 0.4293 1.0987 0.2946   -0.1868 0.3134 0.5756   
FT ≤ 2 1.1201 0.5788 0.4468   1.3917 0.3702 0.5429   
EPT ≤ 2 -0.6186 0.2792 0.5972   -0.9878 0.2210 0.6383   
RPT ≤ 2 0.0690 0.0030 0.9564   0.0634 0.0023 0.9615   
FT ≤ 3 2.2645 2.1665 0.1410   0.2452 0.0291 0.8647   
EPT ≤ 3 -0.1349 0.0082 0.9279   -0.1265 0.0094 0.9226   
RPT ≤ 3 -1.0397 0.8396 0.3595   1.3902 1.6879 0.1939   
FT ≥ 7 -0.3571 0.1527 0.6960   -0.0657 0.0047 0.9455   
EPT ≥ 5 -1.0701 0.5277 0.4676   0.2012 0.0326 0.8566   
RPT ≥ 5 -0.8720 0.4652 0.4952   -0.8858 0.9630 0.3264   
FT ≥ 8 -1.1838 1.1780 0.2778   -0.9173 0.6541 0.4187   
EPT ≥ 5 -1.2020 0.5832 0.4451   0.2657 0.0577 0.8101   
RPT ≥ 5 -0.7076 0.3375 0.5613   -0.6811 0.5723 0.4493   
FT ≥ 9 -2.1423 3.3172 0.0686 * -1.9097 1.2730 0.2592   
EPT ≥ 5 -1.4075 0.6346 0.4257   0.3043 0.0671 0.7956   
RPT ≥ 5 -0.2008 0.0288 0.8654   -0.4322 0.2041 0.6514   
FT ≥ 10 -3.5738 3.6667 0.0555 * -4.4306 4.5155 0.0336 ** 
EPT ≥ 5 -0.5715 0.1406 0.7076   0.8622 0.5027 0.4783   
RPT ≥ 5 -0.9839 0.6774 0.4105   -1.3390 1.7746 0.1828   
FT ≥ 11 -13.7759 21.5118 0.0000 *** -11.9980 115.0176 0.0000 *** 
EPT ≥ 6 -0.5946 0.0953 0.7575   -0.4981 0.0712 0.7896   
RPT ≥ 6 3.5404 3.5892 0.0582 * 1.6842 0.7164 0.3973   

 

  



 CXLVII 

Less FreqAF_Switch 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
FT -0.1790 2.6429 0.1040   -0.1263 1.0060 0.3159   
EPT 0.3243 2.6032 0.1066   0.2417 0.8047 0.3697   
RPT -0.1346 0.5394 0.4627   -0.1255 0.4107 0.5216   
FT ≤ 2 0.8243 1.0029 0.3166   0.7592 0.5334 0.4652   
EPT ≤ 2 -1.1078 1.5644 0.2110   -0.5962 0.3243 0.5690   
RPT ≤ 2 0.1223 0.0296 0.8634   0.1682 0.0474 0.8276   
FT ≤ 3 0.8267 1.0580 0.3037   0.1698 0.0337 0.8544   
EPT ≤ 3 -0.8395 1.2281 0.2678   -0.3428 0.1117 0.7382   
RPT ≤ 3 0.5438 0.6994 0.4030   0.7947 0.9712 0.3244   
FT ≥ 7 -0.3526 0.2708 0.6028   0.1208 0.0253 0.8736   
EPT ≥ 5 0.7184 0.8819 0.3477   0.2730 0.1070 0.7436   
RPT ≥ 5 -1.5134 2.9513 0.0858 * -1.0490 1.2365 0.2661   
FT ≥ 8 -1.1582 2.1031 0.1470   -0.9690 1.1727 0.2788   
EPT ≥ 5 0.7284 0.8401 0.3594   0.3904 0.2214 0.6380   
RPT ≥ 5 -1.5363 3.1568 0.0756 * -0.8787 0.9877 0.3203   
FT ≥ 9 -1.0767 1.5213 0.2174   -1.6727 2.7341 0.0982 * 
EPT ≥ 5 0.7738 0.9461 0.3307   0.4864 0.3278 0.5670   
RPT ≥ 5 -1.5171 3.0380 0.0813 * -0.8425 0.7752 0.3786   
FT ≥ 10 -2.0730 6.4643 0.0110 ** -2.3966 7.4611 0.0063 *** 
EPT ≥ 5 0.8303 1.0869 0.2972   0.5386 0.3470 0.5558   
RPT ≥ 5 -1.6289 3.1746 0.0748 * -1.1713 1.3797 0.2401   
FT ≥ 11 -2.5199 7.6590 0.0056 *** -1.6188 2.7661 0.0963 * 
EPT ≥ 6 1.0535 2.2182 0.1364   0.8358 0.4345 0.5098   
RPT ≥ 6 0.5033 0.4054 0.5243   0.3817 0.1142 0.7355   

 
Audit Partner Team Tenure 

 Model A Model B 
Variable Coeff. Wald p-Value   Coeff. Wald p-Value   
FT -0.1499 2.6080 0.1063   -0.1348 1.9531 0.1623   
Team 0.0853 0.2119 0.6453   0.1268 0.4258 0.5141   
FT ≤ 2 0.5616 0.8107 0.3679   0.8907 1.8389 0.1751   
Team ≤ 2 -0.4027 0.3725 0.5416   -0.6979 0.9322 0.3343   
FT ≤ 3 0.6791 1.0851 0.2976   0.4326 0.5102 0.4750   
Team ≤ 3 0.0830 0.0152 0.9019   0.1214 0.0283 0.8665   
FT ≥ 7 -0.5264 0.6806 0.4094   -0.0763 0.0137 0.9069   
Team ≥ 5 -1.1358 1.1770 0.2780   -0.6623 0.4342 0.5099   
FT ≥ 8 -1.2417 2.6966 0.1006   -1.0613 1.8534 0.1734   
Team ≥ 5 -1.1786 1.1918 0.2750   -0.7292 0.4295 0.5122   
FT ≥ 9 -1.2474 2.1493 0.1426   -1.5407 3.5970 0.0579 * 
Team ≥ 5 -1.1323 1.0588 0.3035   -0.7609 0.3949 0.5297   
FT ≥ 10 -2.1701 5.5735 0.0182 ** -2.2203 5.5753 0.0182 ** 
Team ≥ 5 -1.1772 0.9218 0.3370   -0.7523 0.3545 0.5516   
FT ≥ 11 -2.3912 8.2309 0.0041 *** -1.6846 2.8255 0.0928 * 
Team ≥ 6 1.8204 1.9927 0.1581   1.0388 0.6139 0.4333   

 

  



 CXLVIII 

Appendix 83: Restate Analysis at Audit Firm Level: Restate on FT 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FT -0.0324   0.2624     0.6085 1.2950 
Audit Firm-Specific Variables             
  Big4 -0.5560   1.1852     0.2763 1.9879 
  IndExp -0.1705   0.0564     0.8123 1.6441 
  Office 0.1244   1.8787     0.1705 2.2990 
Client-Specific Variables               
  Age -0.1172   0.5050     0.4773 1.3814 
  Size 0.0937   0.6648     0.4149 2.7214 
  Lev -1.5382   1.1117     0.2917 4.2322 
  pBank 0.2792   2.4578     0.1169 4.1473 
  Growth 0.6710   1.3742     0.2411 1.1877 
  MB -0.0492   0.1240     0.7248 1.1231 
  AC -0.6707   3.1740 *   0.0748 1.6247 
  Lag 0.3892   0.3769     0.5393 1.3863 
  Busy -0.0340   0.0048     0.9445 1.0435 
  Y2008 0.4395   0.6898     0.4062 1.6876 
  Y2009 0.0646   0.0189     0.8906 1.7112 
  Intercept -6.2564   3.6409 *   0.0564 - 
Nagelkerke R2 0.1080       
Number of Obs. 1463       

 

Appendix 84: Restate Analysis at Audit Firm Level: Restate on FTShort 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTShort 0.6774   4.3229 **   0.0376 1.1225 
Audit Firm-Specific Variables             
  Big4 -0.6368   1.4690     0.2255 1.9758 
  IndExp -0.1081   0.0227     0.8803 1.6444 
  Office 0.1344   2.0159     0.1557 2.2894 
Client-Specific Variables               
  Age -0.0939   0.3213     0.5709 1.3528 
  Size 0.1137   0.9297     0.3349 2.6539 
  Lev -1.7418   1.2824     0.2575 4.2292 
  pBank 0.3021   2.4558     0.1171 4.1427 
  Growth 0.6522   1.2953     0.2551 1.1882 
  MB -0.0439   0.0936     0.7596 1.1231 
  AC -0.7003   3.2351 *   0.0721 1.6257 
  Lag 0.3195   0.2526     0.6152 1.3892 
  Busy -0.0355   0.0055     0.9409 1.0438 
  Intercept -6.7210   4.3633 **   0.0367 - 
Nagelkerke R2 0.1172       
Number of Obs. 1463       

 

  



 CXLIX 

Appendix 85: Restate Analysis at Audit Firm Level: Restate on FTLong 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong 0.0736   0.0122     0.9121 1.2304 
Audit Firm-Specific Variables             
  Big4 -0.5108   0.9622     0.3266 1.9605 
  IndExp -0.1890   0.0697     0.7918 1.6426 
  Office 0.1207   1.7481     0.1861 2.2763 
Client-Specific Variables               
  Age -0.1423   0.7117     0.3989 1.3431 
  Size 0.0734   0.3797     0.5378 2.7322 
  Lev -1.4410   1.0133     0.3141 4.2354 
  pBank 0.2689   2.3075     0.1287 4.1484 
  Growth 0.6771   1.3794     0.2402 1.1861 
  MB -0.0528   0.1404     0.7079 1.1237 
  AC -0.6919   3.3028 *   0.0692 1.6292 
  Lag 0.4056   0.3973     0.5285 1.3794 
  Busy -0.0427   0.0075     0.9310 1.0431 
  Intercept -6.2294   3.4387 *   0.0637 - 
Nagelkerke R2 0.1071       
Number of Obs. 1463       

 

Appendix 86: Restate Analysis at Audit Firm Level: Restate on FTShort and FTLong 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTShort 0.7240   4.3807 **   0.0363 1.1760 
  FTLong 0.3238   0.2081     0.6483 1.2890 
Audit Firm-Specific Variables             
  Big4 -0.6349   1.4663     0.2259 1.9774 
  IndExp -0.1132   0.0247     0.8751 1.6448 
  Office 0.1362   2.0303     0.1542 2.2895 
Client-Specific Variables               
  Age -0.1011   0.3781     0.5386 1.3605 
  Size 0.1040   0.6912     0.4058 2.7407 
  Lev -1.7312   1.2703     0.2597 4.2354 
  pBank 0.3018   2.4483     0.1177 4.1486 
  Growth 0.6503   1.2698     0.2598 1.1883 
  MB -0.0442   0.0928     0.7606 1.1237 
  AC -0.7245   3.4881 *   0.0618 1.6320 
  Lag 0.3019   0.2201     0.6390 1.3904 
  Busy -0.0460   0.0093     0.9233 1.0439 
  Intercept -6.5998   4.0609 **   0.0439 - 
Nagelkerke R2 0.1180       
Number of Obs. 1463       

 

  



 CL 

Appendix 87: Restate Analysis at Audit Firm Level: Restate on FTShort2 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTShort2 0.7260   3.6384 *   0.0565 1.0921 
Audit Firm-Specific Variables             
  Big4 -0.6165   1.3981     0.2370 1.9665 
  IndExp -0.0896   0.0152     0.9018 1.6447 
  Office 0.1297   1.9021     0.1678 2.2816 
Client-Specific Variables               
  Age -0.1060   0.4045     0.5248 1.3393 
  Size 0.1086   0.8388     0.3597 2.6449 
  Lev -1.6445   1.1344     0.2868 4.2287 
  pBank 0.2945   2.3316     0.1268 4.1417 
  Growth 0.6077   1.0994     0.2944 1.1926 
  MB -0.0491   0.1178     0.7314 1.1236 
  AC -0.6780   3.1038 *   0.0781 1.6244 
  Lag 0.3386   0.2646     0.6070 1.3874 
  Busy -0.0559   0.0136     0.9072 1.0431 
  Intercept -6.6126   4.0386 **   0.0445 - 
Nagelkerke R2 0.1180       
Number of Obs. 1463       

 

Appendix 88: Restate Analysis at Audit Firm Level: Restate on FTLong7 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong7 0.0613   0.0359     0.8498 1.2108 
Audit Firm-Specific Variables             
  Big4 -0.5010   0.9602     0.3271 1.9908 
  IndExp -0.1900   0.0703     0.7909 1.6422 
  Office 0.1188   1.7270     0.1888 2.3079 
Client-Specific Variables               
  Age -0.1454   0.7133     0.3984 1.3856 
  Size 0.0730   0.4294     0.5123 2.6619 
  Lev -1.4248   1.0036     0.3164 4.2306 
  pBank 0.2665   2.3617     0.1243 4.1477 
  Growth 0.6757   1.3700     0.2418 1.1864 
  MB -0.0534   0.1476     0.7008 1.1236 
  AC -0.6892   3.1263 *   0.0770 1.6245 
  Lag 0.4166   0.4233     0.5153 1.3880 
  Busy -0.0427   0.0074     0.9313 1.0441 
  Intercept -6.2636   3.6482 *   0.0561 - 
Nagelkerke R2 0.1071       
Number of Obs. 1463       

 

  



 CLI 

Appendix 89: Restate Analysis at Audit Firm Level: Restate on FTLong8 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong8 0.2123   0.4553     0.4998 1.2411 
Audit Firm-Specific Variables             
  Big4 -0.4790   0.8916     0.3451 1.9833 
  IndExp -0.1825   0.0654     0.7982 1.6422 
  Office 0.1166   1.6880     0.1939 2.3083 
Client-Specific Variables               
  Age -0.1611   0.8841     0.3471 1.3861 
  Size 0.0661   0.3571     0.5501 2.6733 
  Lev -1.3596   0.9569     0.3280 4.2370 
  pBank 0.2587   2.3460     0.1256 4.1559 
  Growth 0.6795   1.3722     0.2414 1.1864 
  MB -0.0557   0.1653     0.6843 1.1241 
  AC -0.7104   3.2189 *   0.0728 1.6266 
  Lag 0.4271   0.4501     0.5023 1.3838 
  Busy -0.0498   0.0101     0.9200 1.0434 
  Intercept -6.2465   3.6185 *   0.0571 - 
Nagelkerke R2 0.1078       
Number of Obs. 1463       

 

Appendix 90: Restate Analysis at Audit Firm Level: Restate on FTLong9 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong9 0.1154   0.0969     0.7555 1.2643 
Audit Firm-Specific Variables             
  Big4 -0.5004   0.9468     0.3305 1.9741 
  IndExp -0.1835   0.0657     0.7976 1.6428 
  Office 0.1197   1.7403     0.1871 2.2936 
Client-Specific Variables               
  Age -0.1488   0.7325     0.3921 1.3665 
  Size 0.0697   0.3845     0.5352 2.7040 
  Lev -1.4424   1.0278     0.3107 4.2294 
  pBank 0.2694   2.3379     0.1263 4.1427 
  Growth 0.6802   1.3867     0.2390 1.1877 
  MB -0.0539   0.1517     0.6969 1.1238 
  AC -0.6998   3.4400 *   0.0636 1.6286 
  Lag 0.4074   0.4086     0.5227 1.3797 
  Busy -0.0451   0.0083     0.9273 1.0435 
  Intercept -6.1809   3.5006 *   0.0613 - 
Nagelkerke R2 0.1072       
Number of Obs. 1463       

 

  



 CLII 

Appendix 91: Restate Analysis at Audit Firm Level: Restate on FTLong10 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong10 0.2314   0.2339     0.6287 1.2585 
Audit Firm-Specific Variables             
  Big4 -0.4967   0.9330     0.3341 1.9684 
  IndExp -0.1853   0.0669     0.7959 1.6430 
  Office 0.1206   1.7435     0.1867 2.2822 
Client-Specific Variables               
  Age -0.1532   0.7894     0.3743 1.3508 
  Size 0.0636   0.2692     0.6039 2.7261 
  Lev -1.4161   0.9863     0.3207 4.2323 
  pBank 0.2671   2.2971     0.1296 4.1462 
  Growth 0.6808   1.3746     0.2410 1.1873 
  MB -0.0540   0.1524     0.6963 1.1231 
  AC -0.7095   3.4532 *   0.0631 1.6297 
  Lag 0.3998   0.3895     0.5326 1.3792 
  Busy -0.0491   0.0099     0.9209 1.0433 
  Intercept -6.1170   3.3376 *   0.0677 - 
Nagelkerke R2 0.1077       
Number of Obs. 1463       

 

Appendix 92: Restate Sensitivity Analysis at Audit Firm Level: Restate on FT (Less 
FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FT -0.0347   0.2487     0.6180 1.3047 
Audit Firm-Specific Variables             
  Big4 -0.5499   0.9045     0.3416 2.0204 
  IndExp 0.0790   0.0139     0.9061 1.6774 
  Office 0.1191   1.5773     0.2091 2.3621 
Client-Specific Variables               
  Age -0.0197   0.0098     0.9212 1.4084 
  Size 0.1286   1.2260     0.2682 2.6588 
  Lev -2.1912   2.4147     0.1202 4.5340 
  pBank 0.4204   6.3089 **   0.0120 4.4892 
  Growth 1.3879   9.7648 ***   0.0018 1.2086 
  MB -0.0441   0.1070     0.7436 1.1365 
  AC -0.6595   2.4333     0.1188 1.6213 
  Lag 0.0429   0.0063     0.9365 1.3635 
  Busy 0.1257   0.0470     0.8284 1.0636 
  Y2008 0.3722   0.5189     0.4713 1.6979 
  Y2009 -0.0891   0.0296     0.8634 1.7198 
  Intercept -4.9856   3.1965 *   0.0738 - 
Nagelkerke R2 0.1460       
Number of Obs. 1303       

 

  



 CLIII 

Appendix 93: Restate Sensitivity Analysis at Audit Firm Level: Restate on FTShort 
(Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTShort 0.8314   5.2125 **   0.0224 1.1117 
Audit Firm-Specific Variables             
  Big4 -0.6705   1.2445     0.2646 2.0044 
  IndExp 0.1312   0.0400     0.8415 1.6772 
  Office 0.1299   1.7155     0.1903 2.3446 
Client-Specific Variables               
  Age 0.0035   0.0003     0.9854 1.3781 
  Size 0.1547   1.6888     0.1938 2.5970 
  Lev -2.4935   2.9466 *   0.0861 4.5319 
  pBank 0.4625   6.8496 ***   0.0089 4.4871 
  Growth 1.3804   10.5607 ***   0.0012 1.2093 
  MB -0.0334   0.0626     0.8024 1.1367 
  AC -0.6974   2.5234     0.1122 1.6223 
  Lag -0.0794   0.0212     0.8842 1.3687 
  Busy 0.1196   0.0456     0.8308 1.0642 
  Intercept -5.2400   3.4794 *   0.0621 - 
Nagelkerke R2 0.1590       
Number of Obs. 1303       

 

Appendix 94: Restate Sensitivity Analysis at Audit Firm Level: Restate on FTLong 
(Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong 0.0480   0.0051     0.9428 1.2481 
Audit Firm-Specific Variables             
  Big4 -0.4997   0.7328     0.3920 1.9892 
  IndExp 0.0689   0.0104     0.9186 1.6767 
  Office 0.1141   1.4093     0.2352 2.3284 
Client-Specific Variables               
  Age -0.0443   0.0470     0.8283 1.3770 
  Size 0.1096   0.8299     0.3623 2.6794 
  Lev -2.0521   2.1829     0.1395 4.5369 
  pBank 0.4043   5.6775 **   0.0172 4.4893 
  Growth 1.3914   9.3657 ***   0.0022 1.2069 
  MB -0.0481   0.1222     0.7266 1.1375 
  AC -0.6852   2.5357     0.1113 1.6263 
  Lag 0.0672   0.0146     0.9039 1.3539 
  Busy 0.1174   0.0408     0.8399 1.0627 
  Intercept -5.0445   3.0362 *   0.0814 - 
Nagelkerke R2 0.1449       
Number of Obs. 1303       

 

  



 CLIV 

Appendix 95: Restate Sensitivity Analysis at Audit Firm Level: Restate on FTShort2 
(Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTShort2 0.9066   4.5080 **   0.0337 1.0773 
Audit Firm-Specific Variables             
  Big4 -0.6524   1.1957     0.2742 1.9954 
  IndExp 0.1551   0.0555     0.8138 1.6768 
  Office 0.1263   1.6344     0.2011 2.3344 
Client-Specific Variables               
  Age -0.0052   0.0007     0.9786 1.3681 
  Size 0.1435   1.4102     0.2350 2.5898 
  Lev -2.3741   2.6341     0.1046 4.5309 
  pBank 0.4546   6.5900 **   0.0103 4.4849 
  Growth 1.3596   10.2865 ***   0.0013 1.2116 
  MB -0.0400   0.0908     0.7631 1.1372 
  AC -0.6399   2.2186     0.1364 1.6203 
  Lag -0.0611   0.0125     0.9110 1.3657 
  Busy 0.0897   0.0255     0.8732 1.0633 
  Intercept -5.0919   3.3062 *   0.0690 - 
Nagelkerke R2 0.1600       
Number of Obs. 1303       

 

Appendix 96: Restate Sensitivity Analysis at Audit Firm Level: Restate on FTLong7 
(Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong7 0.0207   0.0033     0.9541 1.2158 
Audit Firm-Specific Variables             
  Big4 -0.4956   0.7407     0.3894 2.0223 
  IndExp 0.0698   0.0108     0.9173 1.6760 
  Office 0.1130   1.4095     0.2351 2.3735 
Client-Specific Variables               
  Age -0.0445   0.0469     0.8286 1.4146 
  Size 0.1105   0.9721     0.3242 2.6031 
  Lev -2.0502   2.1937     0.1386 4.5326 
  pBank 0.4035   5.8554 **   0.0155 4.4899 
  Growth 1.3897   9.2483 ***   0.0024 1.2071 
  MB -0.0481   0.1243     0.7244 1.1366 
  AC -0.6825   2.3853     0.1225 1.6208 
  Lag 0.0725   0.0167     0.8971 1.3645 
  Busy 0.1185   0.0409     0.8398 1.0644 
  Intercept -5.0693   3.2265 *   0.0725 - 
Nagelkerke R2 0.1449       
Number of Obs. 1303       

 

  



 CLV 

Appendix 97: Restate Sensitivity Analysis at Audit Firm Level: Restate on FTLong8 

(Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong8 0.2016   0.3648     0.5458 1.2512 
Audit Firm-Specific Variables             
  Big4 -0.4652   0.6671     0.4141 2.0136 
  IndExp 0.0810   0.0146     0.9039 1.6762 
  Office 0.1088   1.3195     0.2507 2.3731 
Client-Specific Variables               
  Age -0.0642   0.0973     0.7551 1.4166 
  Size 0.1037   0.8747     0.3497 2.6142 
  Lev -1.9440   2.0783     0.1494 4.5390 
  pBank 0.3905   5.8233 **   0.0158 4.4968 
  Growth 1.3896   9.2648 ***   0.0023 1.2071 
  MB -0.0504   0.1382     0.7101 1.1369 
  AC -0.7097   2.4696     0.1161 1.6242 
  Lag 0.0898   0.0264     0.8709 1.3595 
  Busy 0.1104   0.0359     0.8497 1.0633 
  Intercept -5.0879   3.2390 *   0.0719 - 
Nagelkerke R2 0.1456       
Number of Obs. 1303       

 

Appendix 98: Restate Sensitivity Analysis at Audit Firm Level: Restate on FTLong9 
(Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong9 0.1212   0.1004     0.7513 1.2810 
Audit Firm-Specific Variables             
  Big4 -0.4897   0.7154     0.3977 2.0041 
  IndExp 0.0772   0.0131     0.9090 1.6769 
  Office 0.1130   1.3898     0.2384 2.3539 
Client-Specific Variables               
  Age -0.0527   0.0633     0.8014 1.3981 
  Size 0.1048   0.8711     0.3506 2.6465 
  Lev -2.0428   2.2188     0.1363 4.5310 
  pBank 0.4044   5.7719 **   0.0163 4.4845 
  Growth 1.3942   9.4089 ***   0.0022 1.2089 
  MB -0.0497   0.1336     0.7147 1.1368 
  AC -0.6997   2.6706     0.1022 1.6263 
  Lag 0.0649   0.0140     0.9057 1.3546 
  Busy 0.1152   0.0389     0.8437 1.0632 
  Intercept -4.9696   3.1516 *   0.0759 - 
Nagelkerke R2 0.1451       
Number of Obs. 1303       

 

  



 CLVI 

Appendix 99: Restate Sensitivity Analysis at Audit Firm Level: Restate on FTLong10 
(Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong10 0.2218   0.2030     0.6523 1.2785 
Audit Firm-Specific Variables             
  Big4 -0.4879   0.7094     0.3997 1.9983 
  IndExp 0.0733   0.0118     0.9137 1.6772 
  Office 0.1140   1.3946     0.2376 2.3375 
Client-Specific Variables               
  Age -0.0548   0.0694     0.7922 1.3828 
  Size 0.0992   0.6529     0.4191 2.6709 
  Lev -2.0058   2.0730     0.1499 4.5334 
  pBank 0.4019   5.6172 **   0.0178 4.4867 
  Growth 1.3999   9.3991 ***   0.0022 1.2083 
  MB -0.0494   0.1336     0.7147 1.1366 
  AC -0.7056   2.6233     0.1053 1.6271 
  Lag 0.0561   0.0101     0.9198 1.3539 
  Busy 0.1125   0.0372     0.8471 1.0629 
  Intercept -4.9158   2.9102 *   0.0880 - 
Nagelkerke R2 0.1455       
Number of Obs. 1303       

 

Appendix 100: Restate Analysis at Audit Partner Level: Restate on EPT and RPT 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  EPT -0.3070   4.9784 **   0.0257 1.2875 
  RPT -0.0181   0.0182     0.8926 1.2489 
Audit Partner-Specific Variables             
  EPExp 0.0333   0.8897     0.3456 1.2593 
  RPExp 0.0044   0.0253     0.8737 1.2043 
  EPAbility -0.2183   0.1201     0.7289 1.0482 
  RPAbility -0.2539   0.2997     0.5841 1.1432 
  Gender -0.4562   0.7531     0.3855 1.0762 
Audit Firm-Specific Variables             
  Big4 -0.5841   1.2926     0.2556 2.0204 
  IndExp -0.1127   0.0223     0.8814 1.6649 
  Office 0.1455   2.3904     0.1221 2.3175 
Client-Specific Variables               
  Age -0.1425   0.7451     0.3880 1.3429 
  Size 0.0861   0.4521     0.5013 2.8564 
  Lev -1.4035   0.9133     0.3392 4.2685 
  pBank 0.2830   2.1287     0.1446 4.1798 
  Growth 0.6637   1.2877     0.2565 1.1968 
  MB -0.051   0.134     0.714 1.137 
  AC -0.7517   3.4682 *   0.0626 1.6391 
  Lag 0.3880   0.3336     0.5636 1.4032 
  Busy -0.0827   0.0299     0.8626 1.0490 
  Y2008 0.4193   0.6118     0.4341 1.6881 
  Y2009 0.0347   0.0055     0.9411 1.7173 
  Intercept -5.8950   3.0092 *   0.0828 - 
Nagelkerke R2 0.1338       
Number of Obs. 1463       

 

  



 CLVII 

Appendix 101: Restate Analysis at Audit Partner Level: Restate on EPTShort and 
RPTShort 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTShort 0.9604   3.7548 *   0.0527 1.2691 
  RPTShort -0.1436   0.1128     0.7370 1.2279 
Audit Partner-Specific Variables             
  EPExp 0.0287   0.6548     0.4184 1.2367 
  RPExp -0.0029   0.0104     0.9188 1.1833 
  EPAbility -0.2126   0.1192     0.7299 1.0483 
  RPAbility -0.2383   0.2740     0.6007 1.1435 
  Gender -0.4354   0.7212     0.3957 1.0761 
Audit Firm-Specific Variables             
  Big4 -0.5460   1.1593     0.2816 2.0156 
  IndExp -0.1630   0.0461     0.8299 1.6649 
  Office 0.1395   2.2481     0.1338 2.3170 
Client-Specific Variables               
  Age -0.1520   0.8261     0.3634 1.3414 
  Size 0.0776   0.3890     0.5328 2.8555 
  Lev -1.3900   0.8446     0.3581 4.2715 
  pBank 0.2783   2.0842     0.1488 4.1807 
  Growth 0.6555   1.3721     0.2415 1.1966 
  MB -0.0537   0.1410     0.7073 1.1358 
  AC -0.7387   3.2835 *   0.0700 1.6366 
  Lag 0.4040   0.3850     0.5349 1.3998 
  Busy -0.0651   0.0181     0.8931 1.0487 
  Intercept -7.1248   5.0304 **   0.0249 - 
Nagelkerke R2 0.1241       
Number of Obs. 1463       

 

Appendix 102: Restate Analysis at Audit Partner Level: Restate on EPTLong and 
RPTLong 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTLong -1.8069   2.8255 *   0.0928 1.1361 
  RPTLong 0.5751   1.1235     0.2892 1.1175 
Audit Partner-Specific Variables             
  EPExp 0.0204   0.3583     0.5494 1.2184 
  RPExp -0.0050   0.0324     0.8571 1.1725 
  EPAbility -0.1794   0.0843     0.7716 1.0481 
  RPAbility -0.2503   0.3123     0.5763 1.1422 
  Gender -0.4728   0.8152     0.3666 1.0763 
Audit Firm-Specific Variables             
  Big4 -0.6023   1.3433     0.2465 2.0206 
  IndExp -0.1712   0.0507     0.8219 1.6642 
  Office 0.1475   2.4578     0.1169 2.3154 
Client-Specific Variables               
  Age -0.1657   1.0127     0.3143 1.3406 
  Size 0.0804   0.3755     0.5400 2.8553 
  Lev -1.5574   1.1184     0.2903 4.2595 
  pBank 0.2897   2.4652     0.1164 4.1635 
  Growth 0.7119   1.4255     0.2325 1.1957 
  MB -0.0522   0.1402     0.7081 1.1356 
  AC -0.7433   3.5613 *   0.0591 1.6374 
  Lag 0.3940   0.3716     0.5421 1.4010 
  Busy -0.0744   0.0242     0.8765 1.0481 
  Intercept -6.3839   3.7995 *   0.0513 - 
Nagelkerke R2 0.1257       
Number of Obs. 1463       

 



 CLVIII 

Appendix 103: Restate Analysis at Audit Partner Level: Restate on EPTShort and 
EPTLong as well as RPTShort and RPTLong 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTShort 0.5636   1.0206     0.3124 1.6372 
  EPTLong -1.3729   1.2696     0.2598 1.4664 
  RPTShort 0.1158   0.0517     0.8201 1.5451 
  RPTLong 0.6716   1.0909     0.2963 1.4063 
Audit Partner-Specific Variables             
  EPExp 0.0274   0.6244     0.4294 1.2507 
  RPExp -0.0036   0.0169     0.8965 1.1906 
  EPAbility -0.2101   0.1200     0.7290 1.0491 
  RPAbility -0.2523   0.3119     0.5765 1.1450 
  Gender -0.4583   0.7884     0.3746 1.0768 
Audit Firm-Specific Variables             
  Big4 -0.5888   1.2773     0.2584 2.0216 
  IndExp -0.1324   0.0298     0.8630 1.6649 
  Office 0.1468   2.4328     0.1188 2.3189 
Client-Specific Variables               
  Age -0.1555   0.8983     0.3432 1.3416 
  Size 0.0863   0.4193     0.5173 2.8557 
  Lev -1.4883   0.9828     0.3215 4.2790 
  pBank 0.2837   2.1830     0.1395 4.1813 
  Growth 0.6816   1.3534     0.2447 1.1967 
  MB -0.0531   0.1419     0.7064 1.1367 
  AC -0.7713   3.6174 *   0.0572 1.6378 
  Lag 0.4038   0.3900     0.5323 1.4025 
  Busy -0.0817   0.0291     0.8644 1.0488 
  Intercept -7.1404   5.0890 **   0.0241 - 
Nagelkerke R2 0.1308       
Number of Obs. 1463       

 

Appendix 104: Restate Analysis at Audit Partner Level: Restate on EPTShort2 and 
RPTShort2 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  EPTShort2 0.5727   1.5955     0.2065 1.3037 
  RPTShort2 0.4813   1.1713     0.2791 1.2708 
Audit Partner-Specific Variables             
  EPExp 0.0228   0.3900     0.5323 1.2288 
  RPExp 0.0091   0.0983     0.7539 1.1810 
  EPAbility -0.1760   0.0735     0.7863 1.0488 
  RPAbility -0.2117   0.2206     0.6386 1.1436 
  Gender -0.4344   0.6755     0.4111 1.0769 
Audit Firm-Specific Variables             
  Big4 -0.5587   1.1670     0.2800 2.0136 
  IndExp -0.1863   0.0607     0.8054 1.6649 
  Office 0.1338   1.9682     0.1606 2.3145 
Client-Specific Variables               
  Age -0.1467   0.7569     0.3843 1.3434 
  Size 0.0706   0.3239     0.5693 2.8589 
  Lev -1.2477   0.7230     0.3952 4.2636 
  pBank 0.2509   1.7778     0.1824 4.1816 
  Growth 0.6104   1.0959     0.2952 1.2006 
  MB -0.0500   0.1168     0.7326 1.1367 
  AC -0.6888   3.0181 *   0.0823 1.6381 
  Lag 0.3777   0.3189     0.5723 1.4007 
  Busy -0.0284   0.0035     0.9527 1.0488 
  Intercept -7.0938   4.7772 **   0.0288 - 
Nagelkerke R2 0.1282       
Number of Obs. 1463       



 CLIX 

Appendix 105: Restate Analysis at Audit Partner Level: Restate on EPTLong5 and 
RPTLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTLong5 -1.0344   3.0547 *   0.0805 1.2063 
  RPTLong5 0.5359   1.4741     0.2247 1.1694 
Audit Partner-Specific Variables             
  EPExp 0.0248   0.5092     0.4755 1.2304 
  RPExp -0.0065   0.0530     0.8179 1.1797 
  EPAbility -0.2001   0.1101     0.7401 1.0485 
  RPAbility -0.2367   0.2681     0.6046 1.1434 
  Gender -0.4521   0.7642     0.3820 1.0762 
Audit Firm-Specific Variables             
  Big4 -0.5503   1.1637     0.2807 2.0161 
  IndExp -0.1750   0.0536     0.8170 1.6653 
  Office 0.1419   2.4441     0.1180 2.3206 
Client-Specific Variables               
  Age -0.1568   0.8750     0.3496 1.3412 
  Size 0.0733   0.3498     0.5542 2.8555 
  Lev -1.4604   0.9666     0.3255 4.2630 
  pBank 0.2823   2.3255     0.1273 4.1677 
  Growth 0.6967   1.5063     0.2197 1.1954 
  MB -0.0562   0.1571     0.6918 1.1355 
  AC -0.7428   3.5407 *   0.0599 1.6379 
  Lag 0.4210   0.4122     0.5208 1.4004 
  Busy -0.0561   0.0136     0.9072 1.0481 
  Intercept -6.3907   3.8044 *   0.0511 - 
Nagelkerke R2 0.1231       
Number of Obs. 1463       

 

  



 CLX 

Appendix 106: Restate Sensitivity Analysis at Audit Partner Level: Restate on EPT 
and RPT (Less FT ≤ 3) 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variables               
  EPT -0.2269   2.7685 *   0.0961 1.1910 
  RPT 0.0861   0.2780     0.5980 1.1616 
Audit Partner-Specific Variables             
  EPExp 0.0262   0.2365     0.6268 1.3953 
  RPExp -0.0288   0.9223     0.3369 1.2472 
  EPAbility -0.2000   0.0780     0.7800 1.0621 
  RPAbility -0.0981   0.0552     0.8143 1.1551 
  Gender -0.8412   1.1492     0.2837 1.1145 
Audit Firm-Specific Variables             
  Big4 -1.4895   4.6762 **   0.0306 2.1103 
  IndExp -0.6571   0.4942     0.4821 1.7314 
  Office 0.2048   2.4820     0.1152 2.4641 
Client-Specific Variables               
  Age 0.2162   0.6779     0.4103 1.4074 
  Size 0.1308   0.6094     0.4350 2.8680 
  Lev -0.0626   0.0005     0.9819 3.7540 
  pBank 0.2447   0.4316     0.5112 3.5557 
  Growth 0.6139   0.5550     0.4563 1.2225 
  MB 0.0686   0.6978     0.4035 1.1991 
  AC -0.4001   0.4319     0.5111 1.6241 
  Lag 0.6728   0.6745     0.4115 1.4159 
  Busy 0.1437   0.0423     0.8371 1.1026 
  Intercept -9.7483   5.8311 **   0.0157 - 
Nagelkerke R2 0.2084       
Number of Obs. 954       

 

  



 CLXI 

Appendix 107: Restate Sensitivity Analysis at Audit Partner Level: Restate on EPTShort 
and RPTShort (Less FT ≤ 3) 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variables               
  EPTShort 0.6942   1.6576     0.1979 1.1855 
  RPTShort -0.5138   0.8985     0.3432 1.1487 
Audit Partner-Specific Variables             
  EPExp 0.0186   0.1247     0.7240 1.3695 
  RPExp -0.0351   1.2713     0.2595 1.2273 
  EPAbility -0.2781   0.1399     0.7084 1.0627 
  RPAbility -0.0937   0.0512     0.8211 1.1568 
  Gender -0.8412   1.1889     0.2755 1.1142 
Audit Firm-Specific Variables             
  Big4 -1.4771   4.4011 **   0.0359 2.1078 
  IndExp -0.6865   0.5373     0.4635 1.7303 
  Office 0.2090   2.5051     0.1135 2.4733 
Client-Specific Variables               
  Age 0.2332   0.8091     0.3684 1.4102 
  Size 0.1293   0.6015     0.4380 2.8688 
  Lev -0.0642   0.0005     0.9818 3.7643 
  pBank 0.2618   0.5027     0.4783 3.5660 
  Growth 0.5841   0.4941     0.4821 1.2228 
  MB 0.0686   0.7207     0.3959 1.1971 
  AC -0.3649   0.3582     0.5495 1.6213 
  Lag 0.6208   0.5596     0.4544 1.4160 
  Busy 0.1482   0.0438     0.8342 1.1019 
  Intercept -9.9857   5.9365 **   0.0148 - 
Nagelkerke R2 0.2060       
Number of Obs. 954       

 

  



 CLXII 

Appendix 108: Restate Sensitivity Analysis at Audit Partner Level: Restate on EPTLong 
and RPTLong (Less FT ≤ 3) 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variables               
  EPTLong -1.7895   2.4381     0.1184 1.1421 
  RPTLong 1.0081   3.2676 *   0.0707 1.1142 
Audit Partner-Specific Variables             
  EPExp 0.0169   0.1331     0.7153 1.3280 
  RPExp -0.0343   1.2169     0.2700 1.2100 
  EPAbility -0.3072   0.1903     0.6627 1.0624 
  RPAbility -0.0647   0.0262     0.8714 1.1542 
  Gender -0.8702   1.2807     0.2578 1.1129 
Audit Firm-Specific Variables             
  Big4 -1.6281   4.7764 **   0.0289 2.1095 
  IndExp -0.5995   0.3995     0.5273 1.7303 
  Office 0.2359   3.0774 *   0.0794 2.4455 
Client-Specific Variables               
  Age 0.2153   0.7769     0.3781 1.3988 
  Size 0.1436   0.6376     0.4246 2.8571 
  Lev -0.3958   0.0201     0.8872 3.7289 
  pBank 0.2778   0.5731     0.4490 3.5221 
  Growth 0.7123   0.6565     0.4178 1.2227 
  MB 0.0682   0.6692     0.4133 1.1971 
  AC -0.4653   0.6082     0.4355 1.6226 
  Lag 0.6198   0.5758     0.4480 1.4170 
  Busy 0.1372   0.0389     0.8436 1.1017 
  Intercept -10.3225   6.4607 **   0.0110 - 
Nagelkerke R2 0.2212       
Number of Obs. 954       

 

  



 CLXIII 

Appendix 109: Restate Sensitivity Analysis at Audit Partner Level: Restate on 
EPTShort2 and RPTShort2 (Less FT ≤ 3) 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variables               
  EPTShort2 0.6410   1.6094     0.2046 1.1351 
  RPTShort2 0.3714   0.5075     0.4762 1.1291 
Audit Partner-Specific Variables             
  EPExp 0.0128   0.0557     0.8135 1.3332 
  RPExp -0.0103   0.1003     0.7514 1.2113 
  EPAbility -0.1046   0.0210     0.8847 1.0637 
  RPAbility -0.0887   0.0437     0.8344 1.1558 
  Gender -0.8576   1.2218     0.2690 1.1156 
Audit Firm-Specific Variables             
  Big4 -1.4738   4.4361 **   0.0352 2.1045 
  IndExp -0.6802   0.5535     0.4569 1.7328 
  Office 0.1915   2.1365     0.1438 2.4564 
Client-Specific Variables               
  Age 0.1760   0.4468     0.5039 1.4121 
  Size 0.1141   0.4943     0.4820 2.8735 
  Lev 0.2889   0.0118     0.9137 3.7507 
  pBank 0.1904   0.2859     0.5929 3.5640 
  Growth 0.5498   0.4418     0.5063 1.2234 
  MB 0.0886   1.0093     0.3151 1.1971 
  AC -0.3368   0.2839     0.5941 1.6234 
  Lag 0.6918   0.7684     0.3807 1.4149 
  Busy 0.1716   0.0585     0.8089 1.1031 
  Intercept -10.6080   7.1096 ***   0.0077 - 
Nagelkerke R2 0.2077       
Number of Obs. 954       

 

  



 CLXIV 

Appendix 110: Restate Sensitivity Analysis at Audit Partner Level: Restate on 
EPTLong5 and RPTLong5 (Less FT ≤ 3) 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variables               
  EPTLong5 -0.7222   1.0859     0.2974 1.1865 
  RPTLong5 0.9946   3.3816 *   0.0659 1.1381 
Audit Partner-Specific Variables             
  EPExp 0.0116   0.0513     0.8208 1.3491 
  RPExp -0.0375   1.5809     0.2086 1.2188 
  EPAbility -0.3817   0.2456     0.6202 1.0626 
  RPAbility -0.0517   0.0157     0.9004 1.1567 
  Gender -0.8614   1.2341     0.2666 1.1127 
Audit Firm-Specific Variables             
  Big4 -1.5022   4.2828 **   0.0385 2.1060 
  IndExp -0.6906   0.5980     0.4394 1.7306 
  Office 0.2237   2.9240 *   0.0873 2.4636 
Client-Specific Variables               
  Age 0.2578   0.9694     0.3248 1.4000 
  Size 0.1395   0.6480     0.4208 2.8569 
  Lev -0.3823   0.0165     0.8977 3.7389 
  pBank 0.2982   0.6088     0.4352 3.5326 
  Growth 0.6296   0.5613     0.4538 1.2235 
  MB 0.0640   0.5910     0.4420 1.1978 
  AC -0.3949   0.4514     0.5016 1.6221 
  Lag 0.5919   0.4792     0.4888 1.4160 
  Busy 0.1592   0.0519     0.8198 1.1016 
  Intercept -9.9869   6.3397 **   0.0118 - 
Nagelkerke R2 0.2162       
Number of Obs. 954       

 

 



 CLXV 

Appendix 111: Restate Sensitivity Analysis at Audit Partner Level: Restate on Team 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  Team -0.3122   2.7431 *   0.0977 1.1118 
Audit Partner-Specific Variables             
  TeamExp 0.0138   0.3909     0.5318 1.2875 
  TeamAbility -0.1853   0.2145     0.6433 1.1028 
  Gender -0.5086   0.9371     0.3330 1.0773 
Audit Firm-Specific Variables             
  Big4 -0.5119   0.9760     0.3232 1.9943 
  IndExp -0.1793   0.0561     0.8128 1.6673 
  Office 0.1320   2.0381     0.1534 2.3174 
Client-Specific Variables               
  Age -0.1526   0.7733     0.3792 1.3388 
  Size 0.0553   0.2081     0.6482 2.8257 
  Lev -1.2806   0.7717     0.3797 4.2444 
  pBank 0.2545   1.9849     0.1589 4.1631 
  Growth 0.6430   1.2653     0.2606 1.1925 
  MB -0.0535   0.1500     0.6985 1.1313 
  AC -0.6998   2.9152 *   0.0877 1.6292 
  Lag 0.3966   0.3679     0.5441 1.3870 
  Busy -0.0310   0.0040     0.9493 1.0449 
  Intercept -5.7296   2.8694 *   0.0903 - 
Nagelkerke R2 0.1242       
Number of Obs. 1463       

 

Appendix 112: Restate Sensitivity Analysis at Audit Partner Level: Restate on 
TeamShort 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  TeamShort 0.5481   1.0872     0.2971 1.0760 
Audit Partner-Specific Variables             
  TeamExp 0.0067   0.0878     0.7670 1.2522 
  TeamAbility -0.1659   0.1760     0.6749 1.1026 
  Gender -0.4869   0.8616     0.3533 1.0773 
Audit Firm-Specific Variables             
  Big4 -0.5004   0.9573     0.3279 1.9933 
  IndExp -0.1955   0.0663     0.7967 1.6689 
  Office 0.1280   1.9244     0.1654 2.3169 
Client-Specific Variables               
  Age -0.1593   0.8342     0.3611 1.3386 
  Size 0.0621   0.2652     0.6065 2.8250 
  Lev -1.3245   0.8000     0.3711 4.2483 
  pBank 0.2606   2.0592     0.1513 4.1646 
  Growth 0.6679   1.3684     0.2421 1.1927 
  MB -0.0540   0.1425     0.7058 1.1311 
  AC -0.6898   2.8564 *   0.0910 1.6294 
  Lag 0.3972   0.3906     0.5320 1.3854 
  Busy -0.0221   0.0020     0.9639 1.0449 
  Intercept -6.6719   4.3722 **   0.0365 - 
Nagelkerke R2 0.1137       
Number of Obs. 1463       

  



 CLXVI 

Appendix 113: Restate Sensitivity Analysis at Audit Partner Level: Restate on 
TeamLong 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  TeamLong -0.2268   0.0457     0.8308 1.0490 
Audit Partner-Specific Variables             
  TeamExp 0.0033   0.0243     0.8761 1.2330 
  TeamAbility -0.1474   0.1409     0.7074 1.1029 
  Gender -0.4588   0.7585     0.3838 1.0744 
Audit Firm-Specific Variables             
  Big4 -0.5129   0.9701     0.3247 1.9980 
  IndExp -0.2366   0.0995     0.7525 1.6672 
  Office 0.1288   1.9425     0.1634 2.3135 
Client-Specific Variables               
  Age -0.1593   0.8576     0.3544 1.3404 
  Size 0.0596   0.2545     0.6139 2.8253 
  Lev -1.3747   0.8564     0.3547 4.2402 
  pBank 0.2692   2.2042     0.1376 4.1558 
  Growth 0.6882   1.4321     0.2314 1.1921 
  MB -0.0551   0.1503     0.6982 1.1311 
  AC -0.6673   2.8493 *   0.0914 1.6290 
  Lag 0.3879   0.3699     0.5431 1.3866 
  Busy -0.0245   0.0025     0.9605 1.0454 
  Intercept -6.0202   3.4234 *   0.0643 - 
Nagelkerke R2 0.1105       
Number of Obs. 1463       

 

Appendix 114: Restate Sensitivity Analysis at Audit Partner Level: Restate on 
TeamShort2 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  TeamShort2 0.9410   3.1202 *   0.0773 1.0867 
Audit Partner-Specific Variables             
  TeamExp 0.0127   0.3132     0.5757 1.2675 
  TeamAbility -0.1763   0.1953     0.6585 1.1029 
  Gender -0.4956   0.8953     0.3441 1.0764 
Audit Firm-Specific Variables             
  Big4 -0.4944   0.8792     0.3484 1.9930 
  IndExp -0.1833   0.0572     0.8110 1.6671 
  Office 0.1296   1.9601     0.1615 2.3168 
Client-Specific Variables               
  Age -0.1549   0.7949     0.3726 1.3388 
  Size 0.0577   0.2241     0.6360 2.8262 
  Lev -1.2699   0.7571     0.3842 4.2441 
  pBank 0.2500   2.0047     0.1568 4.1643 
  Growth 0.6166   1.1580     0.2819 1.1941 
  MB -0.0536   0.1511     0.6975 1.1311 
  AC -0.7006   2.9128 *   0.0879 1.6287 
  Lag 0.4019   0.3793     0.5380 1.3865 
  Busy -0.0083   0.0003     0.9864 1.0457 
  Intercept -7.0552   4.7924 **   0.0286 - 
Nagelkerke R2 0.1250       
Number of Obs. 1463       
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Appendix 115: Restate Sensitivity Analysis at Audit Partner Level: Restate on 
TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  TeamLong5 -0.5575   0.5513     0.4578 1.0768 
Audit Partner-Specific Variables             
  TeamExp 0.0053   0.0583     0.8092 1.2484 
  TeamAbility -0.1643   0.1720     0.6784 1.1026 
  Gender -0.4797   0.8258     0.3635 1.0762 
Audit Firm-Specific Variables             
  Big4 -0.5141   1.0170     0.3132 1.9940 
  IndExp -0.2011   0.0710     0.7899 1.6714 
  Office 0.1286   1.9683     0.1606 2.3152 
Client-Specific Variables               
  Age -0.1630   0.8670     0.3518 1.3388 
  Size 0.0616   0.2632     0.6079 2.8253 
  Lev -1.3779   0.8667     0.3519 4.2378 
  pBank 0.2680   2.1843     0.1394 4.1534 
  Growth 0.6899   1.4469     0.2290 1.1920 
  MB -0.0553   0.1479     0.7005 1.1311 
  AC -0.6782   2.8872 *   0.0893 1.6310 
  Lag 0.3880   0.3720     0.5419 1.3853 
  Busy -0.0350   0.0050     0.9434 1.0452 
  Intercept -6.0460   3.4702 *   0.0625 - 
Nagelkerke R2 0.1122       
Number of Obs. 1463       

 

Appendix 116: Restate Moderator Analyses at Audit Partner Level: Restate on 
EPT*Moderator and RPT*Moderator 

Variable Coeff.   Wald    p-Value      
Moderator: Audit Firm Size            
  EPT*Big4 -0.1059   0.1759    0.6749 
  RPT*Big4 -0.1124   0.1704    0.6798 
Moderator: Industry Expertise            
  EPT*IndExpD -0.0894   0.1111    0.7389 
  RPT*IndExpD 0.1394   0.2584    0.6112 
Moderator: Audit Office Size            
  EPT*OfficeD -0.3422   1.3045    0.2534 
  RPT*OfficeD 0.0916   0.1253    0.7234 
Moderator: Client Size            
  EPT*SizeD 0.1415   0.3178    0.5729 
  RPT*SizeD -0.0363   0.0175    0.8948 
Moderator: Work Experience          
  EPT*EPExpD 0.0720   0.0698    0.7917 
  RPT*RPExpD 0.3210   1.1163    0.2907 

 

  



 CLXVIII 

Appendix 117: Restate Moderator Analyses at Audit Partner Level: Restate on 
EPTShort*Moderator and RPTShort*Moderator 

Variable Coeff.   Wald    p-Value      
Moderator: Audit Firm Size            
  EPTShort*Big4 0.2913   0.1013    0.7502 
  RPTShort*Big4 0.3237   0.1371    0.7112 
Moderator: Industry Expertise            
  EPTShort*IndExpD -0.0063   0.0000    0.9949 
  RPTShort*IndExpD -0.1167   0.0178    0.8938 
Moderator: Audit Office Size            
  EPTShort*OfficeD 0.9932   1.2023    0.2729 
  RPTShort*OfficeD -0.1544   0.0360    0.8495 
Moderator: Client Size            
  EPTShort*SizeD 0.1357   0.0245    0.8755 
  RPTShort*SizeD 0.6599   0.5787    0.4468 
Moderator: Work Experience          
  EPTShort*ExpD 0.1989   0.0416    0.8384 
  RPTShort*ExpD -0.0711   0.0073    0.9321 

 

Appendix 118: Restate Joint Analysis: Restate on FT, EPT and RPT 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FT 0.0179   0.1025     0.7489 1.5175 
  EPT -0.3119   5.6340 **   0.0176 1.3450 
  RPT -0.0295   0.0497     0.8237 1.3323 
Audit Partner-Specific Variables             
  EPExp 0.0339   0.9284     0.3353 1.2640 
  RPExp 0.0053   0.0362     0.8492 1.2120 
  EPAbility -0.2113   0.1133     0.7364 1.0500 
  RPAbility -0.2578   0.3075     0.5792 1.1432 
  Gender -0.4635   0.7604     0.3832 1.0767 
Audit Firm-Specific Variables             
  Big4 -0.5627   1.2460     0.2643 2.0461 
  IndExp -0.1273   0.0276     0.8682 1.6674 
  Office 0.1429   2.3092     0.1286 2.3480 
Client-Specific Variables               
  Age -0.1546   0.8917     0.3450 1.4007 
  Size 0.0755   0.3454     0.5568 2.9653 
  Lev -1.3362   0.8281     0.3628 4.2827 
  pBank 0.2749   2.0789     0.1493 4.1977 
  Growth 0.6659   1.2878     0.2565 1.1978 
  MB -0.0536   0.1473     0.7011 1.1367 
  AC -0.7620   3.6263 *   0.0569 1.6400 
  Lag 0.3978   0.3509     0.5536 1.4063 
  Busy -0.0850   0.0315     0.8591 1.0495 
  Y2008 0.4264   0.6360     0.4252 1.6950 
  Y2009 0.0387   0.0067     0.9348 1.7210 
  Intercept -5.8607   2.9825 *   0.0842 - 
Nagelkerke R2 0.1341       
Number of Obs. 1463       
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Appendix 119: Restate Joint Analysis: Restate on FTShort, EPTShort and RPTShort 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTShort 0.5882   2.0963     0.1477 1.6582 
  EPTShort 0.7824   2.3325     0.1267 1.4289 
  RPTShort -0.4328   0.7071     0.4004 1.4518 
Audit Partner-Specific Variables             
  EPExp 0.0249   0.4665     0.4946 1.2472 
  RPExp -0.0052   0.0361     0.8493 1.1854 
  EPAbility -0.2353   0.1398     0.7085 1.0484 
  RPAbility -0.2337   0.2651     0.6067 1.1440 
  Gender -0.4126   0.6490     0.4205 1.0770 
Audit Firm-Specific Variables             
  Big4 -0.6244   1.4970     0.2211 2.0322 
  IndExp -0.1320   0.0301     0.8622 1.6669 
  Office 0.1492   2.4328     0.1188 2.3441 
Client-Specific Variables               
  Age -0.1177   0.5152     0.4729 1.3713 
  Size 0.1041   0.6968     0.4039 2.8872 
  Lev -1.6926   1.1053     0.2931 4.2893 
  pBank 0.3135   2.3337     0.1266 4.1989 
  Growth 0.6464   1.3165     0.2512 1.1977 
  MB -0.0477   0.1150     0.7345 1.1358 
  AC -0.7325   3.2750 *   0.0703 1.6377 
  Lag 0.3242   0.2370     0.6264 1.4072 
  Busy -0.0672   0.0197     0.8883 1.0492 
  Intercept -6.9784   4.7378 **   0.0295 - 
Nagelkerke R2 0.1290       
Number of Obs. 1463       

 

Appendix 120: Restate Joint Analysis: Restate on FTLong, EPTLong and RPTLong 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FTLong 0.0828   0.0141     0.9055 1.2389 
  EPTLong -1.8026   2.8167 *   0.0933 1.1361 
  RPTLong 0.5708   1.0956     0.2952 1.1193 
Audit Partner-Specific Variables             
  EPExp 0.0202   0.3503     0.5540 1.2198 
  RPExp -0.0048   0.0290     0.8648 1.1752 
  EPAbility -0.1758   0.0828     0.7736 1.0494 
  RPAbility -0.2508   0.3132     0.5757 1.1423 
  Gender -0.4770   0.8216     0.3647 1.0768 
Audit Firm-Specific Variables             
  Big4 -0.5993   1.3374     0.2475 2.0250 
  IndExp -0.1776   0.0533     0.8175 1.6652 
  Office 0.1474   2.4498     0.1175 2.3156 
Client-Specific Variables               
  Age -0.1687   1.0987     0.2945 1.3550 
  Size 0.0768   0.3121     0.5764 2.9632 
  Lev -1.5461   1.0997     0.2943 4.2667 
  pBank 0.2891   2.4511     0.1174 4.1704 
  Growth 0.7118   1.4172     0.2339 1.1958 
  MB -0.0525   0.1405     0.7078 1.1363 
  AC -0.7498   3.7882 *   0.0516 1.6427 
  Lag 0.3894   0.3528     0.5525 1.4015 
  Busy -0.0768   0.0260     0.8719 1.0483 
  Intercept -6.3280   3.4663 *   0.0626 - 
Nagelkerke R2 0.1258       
Number of Obs. 1463       
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Appendix 121: Restate Joint Analysis: Restate on FTShort2, EPTShort2 and RPTShort2 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTShort2 0.2060   0.2085     0.6480 1.8075 
  EPTShort2 0.5025   1.1787     0.2776 1.5054 
  RPTShort2 0.3980   0.6810     0.4093 1.5760 
Audit Partner-Specific Variables             
  EPExp 0.0211   0.3066     0.5798 1.2386 
  RPExp 0.0082   0.0816     0.7751 1.1816 
  EPAbility -0.1869   0.0792     0.7784 1.0491 
  RPAbility -0.2064   0.2106     0.6463 1.1442 
  Gender -0.4221   0.6281     0.4281 1.0791 
Audit Firm-Specific Variables             
  Big4 -0.5832   1.2858     0.2568 2.0218 
  IndExp -0.1672   0.0486     0.8256 1.6688 
  Office 0.1361   2.0111     0.1562 2.3274 
Client-Specific Variables               
  Age -0.1382   0.6540     0.4187 1.3591 
  Size 0.0791   0.4051     0.5245 2.8838 
  Lev -1.3290   0.7753     0.3786 4.2746 
  pBank 0.2618   1.8820     0.1701 4.1965 
  Growth 0.6027   1.0746     0.2999 1.2025 
  MB -0.0493   0.1136     0.7361 1.1369 
  AC -0.6823   2.9907 *   0.0837 1.6384 
  Lag 0.3582   0.2767     0.5989 1.4050 
  Busy -0.0337   0.0050     0.9439 1.0488 
  Intercept -7.0551   4.6439 **   0.0312 - 
Nagelkerke R2 0.1288       
Number of Obs. 1463       

 

Appendix 122: Restate Joint Analysis: Restate on FTLong7, EPTLong5 and RPTLong5 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FTLong7 0.0826   0.0602     0.8062 1.2670 
  EPTLong5 -1.0372   3.1014 *   0.0782 1.2178 
  RPTLong5 0.5161   1.4778     0.2241 1.1929 
Audit Partner-Specific Variables             
  EPExp 0.0252   0.5304     0.4664 1.2321 
  RPExp -0.0060   0.0453     0.8314 1.1864 
  EPAbility -0.1963   0.1057     0.7451 1.0504 
  RPAbility -0.2397   0.2756     0.5996 1.1436 
  Gender -0.4552   0.7685     0.3807 1.0763 
Audit Firm-Specific Variables             
  Big4 -0.5378   1.1394     0.2858 2.0491 
  IndExp -0.1843   0.0578     0.8100 1.6658 
  Office 0.1395   2.3255     0.1273 2.3574 
Client-Specific Variables               
  Age -0.1645   0.9488     0.3300 1.3984 
  Size 0.0690   0.3142     0.5751 2.8937 
  Lev -1.4198   0.9070     0.3409 4.2676 
  pBank 0.2772   2.3039     0.1290 4.1775 
  Growth 0.6946   1.4875     0.2226 1.1958 
  MB -0.0574   0.1678     0.6820 1.1357 
  AC -0.7480   3.5593 *   0.0592 1.6387 
  Lag 0.4311   0.4212     0.5164 1.4070 
  Busy -0.0578   0.0144     0.9045 1.0492 
  Intercept -6.3917   3.8088 *   0.0510 - 
Nagelkerke R2 0.1232       
Number of Obs. 1463       
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Appendix 123: Restate Joint Analysis: Restate on FTLong8, EPTLong5 and RPTLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTLong8 0.1740   0.3053     0.5806 1.2656 
  EPTLong5 -1.0126   3.0466 *   0.0809 1.2085 
  RPTLong5 0.5084   1.4020     0.2364 1.1781 
Audit Partner-Specific Variables             
  EPExp 0.0251   0.5247     0.4689 1.2309 
  RPExp -0.0055   0.0377     0.8461 1.1865 
  EPAbility -0.1912   0.0996     0.7523 1.0512 
  RPAbility -0.2481   0.2959     0.5865 1.1436 
  Gender -0.4562   0.7672     0.3811 1.0762 
Audit Firm-Specific Variables             
  Big4 -0.5250   1.0984     0.2946 2.0433 
  IndExp -0.1903   0.0621     0.8033 1.6660 
  Office 0.1375   2.3102     0.1285 2.3569 
Client-Specific Variables               
  Age -0.1740   1.0692     0.3011 1.3984 
  Size 0.0642   0.2713     0.6025 2.9067 
  Lev -1.3784   0.8894     0.3457 4.2740 
  pBank 0.2717   2.3137     0.1282 4.1852 
  Growth 0.6972   1.4851     0.2230 1.1958 
  MB -0.0591   0.1820     0.6696 1.1362 
  AC -0.7602   3.6288 *   0.0568 1.6412 
  Lag 0.4352   0.4382     0.5080 1.4039 
  Busy -0.0593   0.0151     0.9023 1.0485 
  Intercept -6.3617   3.7759 *   0.0520 - 
Nagelkerke R2 0.1236       
Number of Obs. 1463       

 

Appendix 124: Restate Joint Analysis: Restate on FTLong9, EPTLong5 and RPTLong5 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FTLong9 0.0782   0.0427     0.8363 1.2815 
  EPTLong5 -1.0280   3.0092 *   0.0828 1.2076 
  RPTLong5 0.5259   1.4758     0.2244 1.1775 
Audit Partner-Specific Variables             
  EPExp 0.0246   0.4997     0.4796 1.2305 
  RPExp -0.0063   0.0493     0.8243 1.1828 
  EPAbility -0.1986   0.1086     0.7418 1.0497 
  RPAbility -0.2379   0.2697     0.6035 1.1434 
  Gender -0.4545   0.7663     0.3814 1.0762 
Audit Firm-Specific Variables             
  Big4 -0.5430   1.1500     0.2836 2.0338 
  IndExp -0.1783   0.0552     0.8143 1.6663 
  Office 0.1410   2.4108     0.1205 2.3407 
Client-Specific Variables               
  Age -0.1628   0.9243     0.3363 1.3779 
  Size 0.0687   0.3100     0.5777 2.9331 
  Lev -1.4533   0.9656     0.3258 4.2644 
  pBank 0.2818   2.3392     0.1262 4.1695 
  Growth 0.6983   1.5054     0.2198 1.1973 
  MB -0.0574   0.1679     0.6820 1.1361 
  AC -0.7518   3.8457 **   0.0499 1.6432 
  Lag 0.4192   0.4080     0.5230 1.4006 
  Busy -0.0576   0.0143     0.9047 1.0487 
  Intercept -6.3243   3.6768 *   0.0552 - 
Nagelkerke R2 0.1232       
Number of Obs. 1463       
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Appendix 125: Restate Joint Analysis: Restate on FTLong10, EPTLong5 and RPTLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTLong10 0.1808   0.1342     0.7141 1.2689 
  EPTLong5 -1.0209   2.9382 *   0.0865 1.2066 
  RPTLong5 0.5180   1.4091     0.2352 1.1735 
Audit Partner-Specific Variables             
  EPExp 0.0244   0.4897     0.4840 1.2308 
  RPExp -0.0060   0.0454     0.8313 1.1817 
  EPAbility -0.1942   0.1046     0.7464 1.0502 
  RPAbility -0.2372   0.2686     0.6043 1.1434 
  Gender -0.4556   0.7679     0.3809 1.0764 
Audit Firm-Specific Variables             
  Big4 -0.5374   1.1341     0.2869 2.0282 
  IndExp -0.1861   0.0593     0.8077 1.6664 
  Office 0.1407   2.4009     0.1213 2.3280 
Client-Specific Variables               
  Age -0.1664   0.9933     0.3189 1.3620 
  Size 0.0628   0.2177     0.6408 2.9527 
  Lev -1.4328   0.9315     0.3345 4.2674 
  pBank 0.2802   2.3004     0.1293 4.1732 
  Growth 0.7003   1.4954     0.2214 1.1968 
  MB -0.0580   0.1734     0.6771 1.1355 
  AC -0.7604   3.8809 **   0.0488 1.6442 
  Lag 0.4112   0.3872     0.5338 1.4005 
  Busy -0.0604   0.0158     0.8999 1.0485 
  Intercept -6.2417   3.4127 *   0.0647 - 
Nagelkerke R2 0.1235       
Number of Obs. 1463       

 

Appendix 126: Restate Joint Sensitivity Analysis: Restate on FT, EPT and RPT (Less 
FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FT 0.0111   0.0293     0.8641 1.4752 
  EPT -0.3526   5.4117 **   0.0200 1.3006 
  RPT -0.0181   0.0175     0.8947 1.2885 
Audit Partner-Specific Variables             
  EPExp 0.0522   1.7337     0.1879 1.2926 
  RPExp 0.0027   0.0098     0.9212 1.2212 
  EPAbility 0.1248   0.0418     0.8380 1.0605 
  RPAbility -0.1417   0.0965     0.7560 1.1413 
  Gender -0.6529   1.1301     0.2877 1.0758 
Audit Firm-Specific Variables             
  Big4 -0.5097   0.7271     0.3938 2.0816 
  IndExp 0.1796   0.0634     0.8012 1.7031 
  Office 0.1315   1.8327     0.1758 2.4210 
Client-Specific Variables               
  Age -0.0639   0.1119     0.7380 1.4253 
  Size 0.1019   0.6043     0.4370 2.8879 
  Lev -1.9468   1.9705     0.1604 4.5911 
  pBank 0.4305   5.4257 **   0.0198 4.5423 
  Growth 1.4277   11.8570 ***   0.0006 1.2184 
  MB -0.0504   0.1572     0.6918 1.1531 
  AC -0.7569   2.7765 *   0.0957 1.6367 
  Lag 0.1154   0.0369     0.8477 1.3897 
  Busy -0.0502   0.0092     0.9236 1.0714 
  Intercept -4.5265   2.2592     0.1328 - 
Nagelkerke R2 0.1814       
Number of Obs. 1303       
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Appendix 127: Restate Joint Sensitivity Analysis: Restate on FTShort, EPTShort and 
RPTShort (Less FreqAF_Switch) 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTShort 0.6831   2.3010     0.1293 1.5723 
  EPTShort 0.9466   2.4611     0.1167 1.3888 
  RPTShort -0.4351   0.6286     0.4279 1.4070 
Audit Partner-Specific Variables             
  EPExp 0.0445   1.1576     0.2820 1.2772 
  RPExp -0.0087   0.1056     0.7452 1.1972 
  EPAbility 0.0535   0.0078     0.9298 1.0600 
  RPAbility -0.1561   0.1205     0.7285 1.1434 
  Gender -0.6019   1.0828     0.2981 1.0762 
Audit Firm-Specific Variables             
  Big4 -0.6003   1.0018     0.3169 2.0633 
  IndExp 0.1190   0.0287     0.8655 1.7023 
  Office 0.1379   2.0203     0.1552 2.4157 
Client-Specific Variables               
  Age -0.0279   0.0217     0.8830 1.3937 
  Size 0.1311   1.0739     0.3001 2.8110 
  Lev -2.3479   2.6820     0.1015 4.5950 
  pBank 0.4781   6.8388 ***   0.0089 4.5414 
  Growth 1.3621   11.9782 ***   0.0005 1.2190 
  MB -0.0377   0.0949     0.7580 1.1521 
  AC -0.7382   2.6046     0.1066 1.6343 
  Lag 0.0118   0.0004     0.9844 1.3915 
  Busy -0.0016   0.0000     0.9976 1.0717 
  Intercept -5.7313   3.6122 *   0.0574 - 
Nagelkerke R2 0.1764       
Number of Obs. 1303       

 

Appendix 128: Restate Joint Sensitivity Analysis: Restate on FTLong, EPTLong and 
RPTLong (Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FTLong 0.0600   0.0075     0.9310 1.2558 
  EPTLong -2.0232   2.3449     0.1257 1.1322 
  RPTLong 0.6637   1.5435     0.2141 1.1149 
Audit Partner-Specific Variables             
  EPExp 0.0364   1.0100     0.3149 1.2433 
  RPExp -0.0097   0.1188     0.7303 1.1821 
  EPAbility 0.1274   0.0503     0.8226 1.0603 
  RPAbility -0.1013   0.0595     0.8072 1.1412 
  Gender -0.6954   1.3311     0.2486 1.0762 
Audit Firm-Specific Variables             
  Big4 -0.5509   0.8032     0.3701 2.0534 
  IndExp 0.1257   0.0308     0.8606 1.7019 
  Office 0.1411   2.1307     0.1444 2.3685 
Client-Specific Variables               
  Age -0.0759   0.1581     0.6909 1.3842 
  Size 0.1056   0.5321     0.4657 2.8940 
  Lev -2.1973   2.5434     0.1108 4.5753 
  pBank 0.4416   6.5490 **   0.0105 4.5206 
  Growth 1.4795   11.8199 ***   0.0006 1.2166 
  MB -0.0552   0.1917     0.6615 1.1535 
  AC -0.7648   3.0126 *   0.0826 1.6405 
  Lag 0.1393   0.0531     0.8178 1.3802 
  Busy -0.0186   0.0013     0.9707 1.0699 
  Intercept -5.3748   2.8615 *   0.0907 - 
Nagelkerke R2 0.1722       
Number of Obs. 1303       



 CLXXIV 

Appendix 129: Restate Joint Sensitivity Analysis: Restate on FTShort2, EPTShort2 and 
RPTShort2 (Less FreqAF_Switch) 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTShort2 0.2518   0.2508     0.6165 1.6502 
  EPTShort2 0.6622   1.6467     0.1994 1.4319 
  RPTShort2 0.4941   0.9063     0.3411 1.4793 
Audit Partner-Specific Variables             
  EPExp 0.0388   0.7936     0.3730 1.2638 
  RPExp 0.0094   0.1174     0.7319 1.1888 
  EPAbility 0.1490   0.0528     0.8183 1.0602 
  RPAbility -0.1123   0.0629     0.8020 1.1434 
  Gender -0.6182   1.0301     0.3101 1.0773 
Audit Firm-Specific Variables             
  Big4 -0.5348   0.7922     0.3734 2.0515 
  IndExp 0.1049   0.0219     0.8823 1.7032 
  Office 0.1221   1.5320     0.2158 2.3887 
Client-Specific Variables               
  Age -0.0371   0.0346     0.8525 1.3828 
  Size 0.0920   0.4867     0.4854 2.8100 
  Lev -1.9183   1.8580     0.1729 4.5842 
  pBank 0.4105   5.3114 **   0.0212 4.5446 
  Growth 1.3572   9.9607 ***   0.0016 1.2216 
  MB -0.0394   0.0935     0.7598 1.1536 
  AC -0.6390   2.0443     0.1528 1.6337 
  Lag 0.0213   0.0013     0.9710 1.3884 
  Busy 0.0551   0.0104     0.9186 1.0706 
  Intercept -5.6993   3.6074 *   0.0575 - 
Nagelkerke R2 0.1784       
Number of Obs. 1303       

 

Appendix 130: Restate Joint Sensitivity Analysis: Restate on FTLong7, EPTLong5 and 
RPTLong5 (Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FTLong7 0.0085   0.0005     0.9825 1.2643 
  EPTLong5 -1.1072   2.7271 *   0.0987 1.2089 
  RPTLong5 0.6354   2.2035     0.1377 1.1816 
Audit Partner-Specific Variables             
  EPExp 0.0428   1.3637     0.2429 1.2588 
  RPExp -0.0110   0.1496     0.6989 1.1952 
  EPAbility 0.0862   0.0218     0.8827 1.0610 
  RPAbility -0.0910   0.0426     0.8364 1.1417 
  Gender -0.6613   1.2517     0.2632 1.0754 
Audit Firm-Specific Variables             
  Big4 -0.4767   0.6553     0.4182 2.0837 
  IndExp 0.0849   0.0138     0.9064 1.7021 
  Office 0.1288   1.9126     0.1667 2.4317 
Client-Specific Variables               
  Age -0.0534   0.0724     0.7878 1.4240 
  Size 0.0939   0.5693     0.4506 2.8180 
  Lev -2.0673   2.2011     0.1379 4.5773 
  pBank 0.4345   6.4016 **   0.0114 4.5279 
  Growth 1.4330   12.0553 ***   0.0005 1.2167 
  MB -0.0567   0.1998     0.6549 1.1522 
  AC -0.7450   2.7644 *   0.0964 1.6353 
  Lag 0.1724   0.0789     0.7789 1.3885 
  Busy 0.0142   0.0007     0.9784 1.0716 
  Intercept -5.2877   3.2387 *   0.0719 - 
Nagelkerke R2 0.1678       
Number of Obs. 1303       
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Appendix 131: Restate Joint Sensitivity Analysis: Restate on FTLong8, EPTLong5 and 
RPTLong5 (Less FreqAF_Switch) 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTLong8 0.1150   0.1146     0.7350 1.2718 
  EPTLong5 -1.0844   2.7049     0.1000 1.2008 
  RPTLong5 0.6193   2.0644     0.1508 1.1682 
Audit Partner-Specific Variables             
  EPExp 0.0427   1.3362     0.2477 1.2575 
  RPExp -0.0103   0.1311     0.7173 1.1950 
  EPAbility 0.0934   0.0252     0.8739 1.0618 
  RPAbility -0.0924   0.0445     0.8328 1.1416 
  Gender -0.6644   1.2522     0.2631 1.0751 
Audit Firm-Specific Variables             
  Big4 -0.4591   0.6181     0.4318 2.0761 
  IndExp 0.0789   0.0120     0.9128 1.7024 
  Office 0.1253   1.8482     0.1740 2.4293 
Client-Specific Variables               
  Age -0.0645   0.1050     0.7459 1.4246 
  Size 0.0891   0.5186     0.4714 2.8307 
  Lev -2.0052   2.1966     0.1383 4.5836 
  pBank 0.4258   6.5769 **   0.0103 4.5343 
  Growth 1.4334   12.0401 ***   0.0005 1.2167 
  MB -0.0588   0.2180     0.6406 1.1524 
  AC -0.7574   2.8164 *   0.0933 1.6391 
  Lag 0.1830   0.0929     0.7605 1.3848 
  Busy 0.0134   0.0006     0.9797 1.0705 
  Intercept -5.2891   3.2670 *   0.0707 - 
Nagelkerke R2 0.1680       
Number of Obs. 1303       

 

Appendix 132: Restate Joint Sensitivity Analysis: Restate on FTLong9, EPTLong5 and 
RPTLong5 (Less FreqAF_Switch) 

Variable Coeff.   Wald     p-Value VIF       
Test Variables               
  FTLong9 0.0523   0.0170     0.8962 1.2945 
  EPTLong5 -1.1012   2.6816     0.1015 1.2002 
  RPTLong5 0.6308   2.1405     0.1435 1.1683 
Audit Partner-Specific Variables             
  EPExp 0.0425   1.2958     0.2550 1.2569 
  RPExp -0.0109   0.1511     0.6974 1.1904 
  EPAbility 0.0873   0.0224     0.8811 1.0604 
  RPAbility -0.0900   0.0422     0.8372 1.1418 
  Gender -0.6638   1.2487     0.2638 1.0751 
Audit Firm-Specific Variables             
  Big4 -0.4743   0.6524     0.4193 2.0653 
  IndExp 0.0844   0.0139     0.9062 1.7028 
  Office 0.1284   1.9705     0.1604 2.4072 
Client-Specific Variables               
  Age -0.0568   0.0796     0.7778 1.4050 
  Size 0.0913   0.5578     0.4552 2.8592 
  Lev -2.0652   2.3095     0.1286 4.5730 
  pBank 0.4348   6.5196 **   0.0107 4.5190 
  Growth 1.4349   12.2027 ***   0.0005 1.2187 
  MB -0.0578   0.2062     0.6498 1.1524 
  AC -0.7524   3.0069 *   0.0829 1.6411 
  Lag 0.1684   0.0808     0.7763 1.3807 
  Busy 0.0139   0.0007     0.9788 1.0704 
  Intercept -5.2350   3.2532 *   0.0713 - 
Nagelkerke R2 0.1678       
Number of Obs. 1303       
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Appendix 133: Restate Joint Sensitivity Analysis: Restate on FTLong10, EPTLong5 and 
RPTLong5 (Less FreqAF_Switch) 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  FTLong10 0.1533   0.0919     0.7618 1.2860 
  EPTLong5 -1.0916   2.6006     0.1068 1.1998 
  RPTLong5 0.6206   2.0515     0.1521 1.1650 
Audit Partner-Specific Variables             
  EPExp 0.0422   1.2904     0.2560 1.2571 
  RPExp -0.0105   0.1391     0.7092 1.1890 
  EPAbility 0.0956   0.0274     0.8685 1.0608 
  RPAbility -0.0875   0.0396     0.8422 1.1417 
  Gender -0.6681   1.2638     0.2609 1.0752 
Audit Firm-Specific Variables             
  Big4 -0.4688   0.6388     0.4241 2.0592 
  IndExp 0.0769   0.0113     0.9153 1.7031 
  Office 0.1280   1.9579     0.1617 2.3890 
Client-Specific Variables               
  Age -0.0603   0.0916     0.7622 1.3892 
  Size 0.0852   0.4058     0.5241 2.8816 
  Lev -2.0397   2.1842     0.1394 4.5759 
  pBank 0.4337   6.3641 **   0.0116 4.5219 
  Growth 1.4434   12.0893 ***   0.0005 1.2180 
  MB -0.0591   0.2219     0.6376 1.1522 
  AC -0.7623   3.0399 *   0.0812 1.6416 
  Lag 0.1563   0.0664     0.7966 1.3804 
  Busy 0.0131   0.0006     0.9800 1.0701 
  Intercept -5.1363   2.8418 *   0.0918 - 
Nagelkerke R2 0.1680       
Number of Obs. 1303       

 

Appendix 134: Restate Joint Sensitivity Analysis: Restate on FT and Team 

Variable Coeff.   Wald     p-Value VIF       
Test Variable        
  FT -0.0079   0.0181    0.8929 1.3344 
  Team -0.3090   2.9622 *  0.0852 1.1453 
Audit Partner-Specific Variables       
 TeamExp 0.0136   0.3809    0.5371 1.2895 
  TeamAbility -0.1847   0.2132    0.6442 1.1028 
  Gender -0.5045   0.9062    0.3411 1.0779 
Audit Firm-Specific Variables        
  Big4 -0.5224   1.0696    0.3010 2.0248 
 IndExp -0.1738   0.0520    0.8197 1.6698 
 Office 0.1332   2.1059    0.1467 2.3436 

Client-Specific Variables        
 Age -0.1469   0.7503    0.3864 1.3944 
 Size 0.0599   0.2339    0.6286 2.9242 
 Lev -1.3075   0.7906    0.3739 4.2502 

  pBank 0.2574   2.0827    0.1490 4.1719 
  Growth 0.6416   1.2616    0.2614 1.1938 
  MB -0.0525   0.1475    0.7009 1.1314 
  AC -0.6955   3.0271 *  0.0819 1.6299 
  Lag 0.3917   0.3578    0.5497 1.3929 
  Busy -0.0309   0.0041    0.9492 1.0454 
  Intercept -5.7344   2.8739 *  0.090 - 
Nagelkerke R2 0.1243    
Number of Obs. 1463      
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Appendix 135: Restate Joint Sensitivity Analysis: Restate on FTShort and TeamShort 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTShort 0.6007   3.0494 *  0.0808 1.2514 
  TeamShort 0.2641   0.2272    0.6336 1.1977 
Audit Partner-Specific Variables       
 TeamExp 0.0054   0.0574    0.8107 1.2528 
  TeamAbility -0.1584   0.1587    0.6904 1.1026 
  Gender -0.4406   0.6987    0.4032 1.0785 
Audit Firm-Specific Variables        
  Big4 -0.6099   1.3996    0.2368 2.0125 
 IndExp -0.1488   0.0384    0.8446 1.6703 
 Office 0.1404   2.1740    0.1404 2.3358 

Client-Specific Variables        
 Age -0.1171   0.4819    0.4876 1.3652 
 Size 0.0938   0.5813    0.4458 2.8498 
 Lev -1.6252   1.0789    0.2989 4.2517 

  pBank 0.2941   2.3157    0.1281 4.1694 
  Growth 0.6577   1.3384    0.2473 1.1940 
  MB -0.0457   0.0990    0.7530 1.1311 
  AC -0.6897   2.8959 *  0.0888 1.6302 
  Lag 0.3070   0.2269    0.6339 1.3948 
  Busy -0.0228   0.0023    0.9618 1.0458 
  Intercept -6.7273   4.4863 **  0.034 - 
Nagelkerke R2 0.1208    
Number of Obs. 1463      

 

Appendix 136: Restate Joint Sensitivity Analysis: Restate on FTLong and TeamLong 

Variable Coeff.   Wald     p-Value VIF       
Test Variable        
  FTLong 0.1211   0.0322    0.8576 1.2315 
  TeamLong -0.2247   0.0446    0.8327 1.0492 
Audit Partner-Specific Variables       
 TeamExp 0.0034   0.0260    0.8719 1.2331 
  TeamAbility -0.1482   0.1414    0.7069 1.1029 
  Gender -0.4646   0.7685    0.3807 1.0750 
Audit Firm-Specific Variables        
  Big4 -0.5092   0.9636    0.3263 2.0031 
 IndExp -0.2422   0.1030    0.7482 1.6684 
 Office 0.1291   1.9395    0.1637 2.3136 

Client-Specific Variables        
 Age -0.1641   0.9446    0.3311 1.3550 
 Size 0.0547   0.1920    0.6613 2.9339 
 Lev -1.3601   0.8387    0.3598 4.2469 

  pBank 0.2683   2.1912    0.1388 4.1623 
  Growth 0.6885   1.4242    0.2327 1.1921 
  MB -0.0556   0.1512    0.6974 1.1317 
  AC -0.6767   3.0488 *  0.0808 1.6337 
  Lag 0.3824   0.3531    0.5524 1.3868 
  Busy -0.0277   0.0032    0.9550 1.0455 
  Intercept -5.9543   3.1867 *  0.074 - 
Nagelkerke R2 0.1106    
Number of Obs. 1463      
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Appendix 137: Restate Joint Sensitivity Analysis: Restate on FTShort2 and TeamShort2 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTShort2 0.4462   1.3257    0.2496 1.2819 
  TeamShort2 0.7636   1.9863    0.1587 1.2677 
Audit Partner-Specific Variables       
 TeamExp 0.0116   0.2504    0.6168 1.2676 
  TeamAbility -0.1684   0.1808    0.6707 1.1029 
  Gender -0.4560   0.7292    0.3932 1.0787 
Audit Firm-Specific Variables        
  Big4 -0.5659   1.1719    0.2790 2.0031 
 IndExp -0.1387   0.0323    0.8573 1.6696 
 Office 0.1356   2.0770    0.1495 2.3260 

Client-Specific Variables        
 Age -0.1329   0.5978    0.4394 1.3517 
 Size 0.0779   0.3821    0.5365 2.8428 
 Lev -1.4184   0.8603    0.3537 4.2452 

  pBank 0.2694   2.1325    0.1442 4.1667 
  Growth 0.5902   1.0576    0.3038 1.1983 
  MB -0.0507   0.1312    0.7172 1.1314 
  AC -0.6851   2.8693 *  0.0903 1.6287 
  Lag 0.3525   0.2758    0.5995 1.3928 
  Busy -0.0263   0.0030    0.9562 1.0457 
  Intercept -7.0851   4.7855 **  0.029 - 
Nagelkerke R2 0.1287    
Number of Obs. 1463      

 

Appendix 138: Restate Joint Sensitivity Analysis: Restate on FTLong7 and TeamLong5 

Variable Coeff.   Wald     p-Value VIF       
Test Variable        
  FTLong7 0.1009   0.0921    0.7616 1.2165 
  TeamLong5 -0.5669   0.5646    0.4524 1.0799 
Audit Partner-Specific Variables       
 TeamExp 0.0058   0.0675    0.7951 1.2513 
  TeamAbility -0.1667   0.1765    0.6744 1.1026 
  Gender -0.4839   0.8364    0.3604 1.0764 
Audit Firm-Specific Variables        
  Big4 -0.4955   0.9876    0.3203 2.0303 
 IndExp -0.2104   0.0764    0.7822 1.6722 
 Office 0.1256   1.8896    0.1692 2.3479 

Client-Specific Variables        
 Age -0.1731   0.9600    0.3272 1.3973 
 Size 0.0557   0.2171    0.6413 2.8638 
 Lev -1.3284   0.8045    0.3698 4.2401 

  pBank 0.2621   2.1685    0.1409 4.1599 
  Growth 0.6871   1.4202    0.2334 1.1923 
  MB -0.0567   0.1592    0.6899 1.1314 
  AC -0.6827   2.9062 *  0.0882 1.6312 
  Lag 0.4004   0.3884    0.5332 1.3939 
  Busy -0.0369   0.0056    0.9406 1.0464 
  Intercept -6.0400   3.4667 *  0.063 - 
Nagelkerke R2 0.1124    
Number of Obs. 1463      
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Appendix 139: Restate Joint Sensitivity Analysis: Restate on FTLong8 and TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTLong8 0.2381   0.5581    0.4550 1.2443 
  TeamLong5 -0.5457   0.5313    0.4661 1.0769 
Audit Partner-Specific Variables       
 TeamExp 0.0064   0.0827    0.7736 1.2513 
  TeamAbility -0.1731   0.1908    0.6622 1.1026 
  Gender -0.4873   0.8398    0.3594 1.0762 
Audit Firm-Specific Variables        
  Big4 -0.4759   0.9197    0.3375 2.0240 
 IndExp -0.2107   0.0773    0.7810 1.6725 
 Office 0.1232   1.8520    0.1736 2.3482 

Client-Specific Variables        
 Age -0.1881   1.1462    0.2844 1.3971 
 Size 0.0491   0.1679    0.6820 2.8780 
 Lev -1.2649   0.7637    0.3822 4.2465 

  pBank 0.2551   2.1652    0.1412 4.1681 
  Growth 0.6948   1.4449    0.2293 1.1923 
  MB -0.0588   0.1765    0.6744 1.1319 
  AC -0.7023   3.0212 *  0.0822 1.6332 
  Lag 0.4097   0.4142    0.5198 1.3900 
  Busy -0.0423   0.0073    0.9319 1.0456 
  Intercept -6.0241   3.4472 *  0.063 - 
Nagelkerke R2 0.1132    
Number of Obs. 1463      

 

Appendix 140: Restate Joint Sensitivity Analysis: Restate on FTLong9 and TeamLong5 

Variable Coeff.   Wald     p-Value VIF       
Test Variable        
  FTLong9 0.1424   0.1401    0.7082 1.2648 
  TeamLong5 -0.5556   0.5466    0.4597 1.0770 
Audit Partner-Specific Variables       
 TeamExp 0.0055   0.0620    0.8034 1.2485 
  TeamAbility -0.1649   0.1721    0.6783 1.1026 
  Gender -0.4853   0.8371    0.3602 1.0763 
Audit Firm-Specific Variables        
  Big4 -0.4992   0.9896    0.3198 2.0132 
 IndExp -0.2019   0.0712    0.7896 1.6728 
 Office 0.1272   1.9391    0.1638 2.3330 

Client-Specific Variables        
 Age -0.1747   0.9697    0.3248 1.3764 
 Size 0.0531   0.1933    0.6602 2.9036 
 Lev -1.3655   0.8613    0.3534 4.2384 

  pBank 0.2679   2.1987    0.1381 4.1545 
  Growth 0.6944   1.4574    0.2273 1.1937 
  MB -0.0573   0.1641    0.6854 1.1318 
  AC -0.6941   3.1995 *  0.0737 1.6351 
  Lag 0.3860   0.3673    0.5445 1.3858 
  Busy -0.0391   0.0063    0.9368 1.0458 
  Intercept -5.9308   3.2951 *  0.069 - 
Nagelkerke R2 0.1125    
Number of Obs. 1463      

 

  



 CLXXX 

Appendix 141: Restate Joint Sensitivity Analysis: Restate on FTLong10 and TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTLong10 0.2583   0.2793    0.5971 1.2590 
  TeamLong5 -0.5590   0.5566    0.4557 1.0769 
Audit Partner-Specific Variables       
 TeamExp 0.0056   0.0634    0.8012 1.2484 
  TeamAbility -0.1642   0.1705    0.6796 1.1027 
  Gender -0.4854   0.8406    0.3592 1.0765 
Audit Firm-Specific Variables        
  Big4 -0.4957   0.9765    0.3231 2.0072 
 IndExp -0.2058   0.0735    0.7863 1.6728 
 Office 0.1280   1.9403    0.1636 2.3217 

Client-Specific Variables        
 Age -0.1781   1.0318    0.3097 1.3603 
 Size 0.0468   0.1272    0.7213 2.9238 
 Lev -1.3422   0.8286    0.3627 4.2413 

  pBank 0.2659   2.1688    0.1408 4.1581 
  Growth 0.6962   1.4463    0.2291 1.1932 
  MB -0.0574   0.1653    0.6843 1.1311 
  AC -0.7046   3.2170 *  0.0729 1.6363 
  Lag 0.3768   0.3470    0.5558 1.3853 
  Busy -0.0426   0.0075    0.9311 1.0456 
  Intercept -5.8594   3.1146 *  0.078 - 
Nagelkerke R2 0.1130    
Number of Obs. 1463      
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Appendix 142: Restate Analysis - Overview of Results at Audit Firm Level 

Primary Analysis 

  Coeff. Wald p-Value   
FT -0.0324 0.2624 0.6085   
FT ≤ 2 0.7260 3.6384 0.0565 * 
FT ≤ 3 0.6774 4.3229 0.0376 ** 
FT ≥ 7 0.0613 0.0359 0.8498   
FT ≥ 8 0.2123 0.4553 0.4998   
FT ≥ 9 0.1154 0.0969 0.7555   
FT ≥ 10 0.2314 0.2339 0.6287   
FT ≥ 11 0.0736 0.0122 0.9121   

 
Less FreqAF_Switch 

  Coeff. Wald p-Value   
FT  -0.0347 0.2487 0.6180   
FT ≤ 2 0.9066 4.5080 0.0337 ** 
FT ≤ 3 0.8314 5.2125 0.0224 ** 
FT ≥ 7 0.0207 0.0033 0.9541   
FT ≥ 8 0.2016 0.3648 0.5458   
FT ≥ 9 0.1212 0.1004 0.7513   
FT ≥ 10 0.2218 0.2030 0.6523   
FT ≥ 11 0.0480 0.0051 0.9428   

 
Appendix 143: Restate Analysis - Overview of Results at Audit Partner Level 

Primary Analysis 

  Coeff. Wald p-Value   
EPT  -0.3070 4.9784 0.0257 ** 
RPT  -0.0181 0.0182 0.8926   
EPT ≤ 2 0.5727 1.5955 0.2065   
RPT ≤ 2 0.4813 1.1713 0.2791   
EPT ≤ 3 0.9604 3.7548 0.0527 * 
RPT ≤ 3 -0.1436 0.1128 0.7370   
EPT ≥ 5 -1.0344 3.0547 0.0805 * 
RPT ≥ 5 0.5359 1.4741 0.2247   
EPT ≥ 6 -1.8069 2.8255 0.0928 * 
RPT ≥ 6 0.5751 1.1235 0.2892   

 
Less Observations where FT ≤ 3 

  Coeff. Wald p-Value   
EPT -0.2269 2.7685 0.0961 * 
RPT 0.0861 0.2780 0.5980   
EPT ≤ 2 0.6410 1.6094 0.2046   
RPT ≤ 2 0.3714 0.5075 0.4762   
EPT ≤ 3 0.6942 1.6576 0.1979   
RPT ≤ 3 -0.5138 0.8985 0.3432   
EPT ≥ 5 -0.7222 1.0859 0.2974   
RPT ≥ 5 0.9946 3.3816 0.0659 * 
EPT ≥ 6 -1.7895 2.4381 0.1184   
RPT ≥ 6 1.0081 3.2676 0.0707 * 
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Audit Partner Team Tenure 

  Coeff. Wald p-Value   
Team -0.3122 2.7431 0.0977 * 
Team ≤ 2 0.9410 3.1202 0.0773 * 
Team ≤ 3 0.5481 1.0872 0.2971   
Team ≥ 5 -0.5575 0.5513 0.4578   
Team ≥ 6 -0.2268 0.0457 0.8308   

 

Appendix 144: Restate Analysis - Overview of Results of the Joint Analysis 

Primary Analysis 

  Coeff. Wald p-Value   
FT 0.0179 0.1025 0.7489   
EPT -0.3119 5.6340 0.0176 ** 
RPT -0.0295 0.0497 0.8237   
FT ≤ 2 0.2060 0.2085 0.6480   
EPT ≤ 2 0.5025 1.1787 0.2776   
RPT ≤ 2 0.3980 0.6810 0.4093   
FT ≤ 3 0.5882 2.0963 0.1477   
EPT ≤ 3 0.7824 2.3325 0.1267   
RPT ≤ 3 -0.4328 0.7071 0.4004   
FT ≥ 7 0.0826 0.0602 0.8062   
EPT ≥ 5 -1.0372 3.1014 0.0782 * 
RPT ≥ 5 0.5161 1.4778 0.2241   
FT ≥ 8 0.1740 0.3053 0.5806   
EPT ≥ 5 -1.0126 3.0466 0.0809 * 
RPT ≥ 5 0.5084 1.4020 0.2364   
FT ≥ 9 0.0782 0.0427 0.8363   
EPT ≥ 5 -1.0280 3.0092 0.0828 * 
RPT ≥ 5 0.5259 1.4758 0.2244   
FT ≥ 10 0.1808 0.1342 0.7141   
EPT ≥ 5 -1.0209 2.9382 0.0865 * 
RPT ≥ 5 0.5180 1.4091 0.2352   
FT ≥ 11 0.0828 0.0141 0.9055   
EPT ≥ 6 -1.8026 2.8167 0.0933 * 
RPT ≥ 6 0.5708 1.0956 0.2952   
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Less FreqAF_Switch 

  Coeff. Wald p-Value   
FT 0.0111 0.0293 0.8641   
EPT -0.3526 5.4117 0.0200 ** 
RPT -0.0181 0.0175 0.8947   
FT ≤ 2 0.2518 0.2508 0.6165   
EPT ≤ 2 0.6622 1.6467 0.1994   
RPT ≤ 2 0.4941 0.9063 0.3411   
FT ≤ 3 0.6831 2.3010 0.1293   
EPT ≤ 3 0.9466 2.4611 0.1167   
RPT ≤ 3 -0.4351 0.6286 0.4279   
FT ≥ 7 0.0085 0.0005 0.9825   
EPT ≥ 5 -1.1072 2.7271 0.0987 * 
RPT ≥ 5 0.6354 2.2035 0.1377   
FT ≥ 8 0.1150 0.1146 0.7350   
EPT ≥ 5 -1.0844 2.7049 0.1000   
RPT ≥ 5 0.6193 2.0644 0.1508   
FT ≥ 9 0.0523 0.0170 0.8962   
EPT ≥ 5 -1.1012 2.6816 0.1015   
RPT ≥ 5 0.6308 2.1405 0.1435   
FT ≥ 10 0.1533 0.0919 0.7618   
EPT ≥ 5 -1.0916 2.6006 0.1068   
RPT ≥ 5 0.6206 2.0515 0.1521   
FT ≥ 11 0.0600 0.0075 0.9310   
EPT ≥ 6 -2.0232 2.3449 0.1257   
RPT ≥ 6 0.6637 1.5435 0.2141   

 

Audit Partner Team Tenure 

  Coeff. Wald p-Value   
FT -0.0079 0.0181 0.8929   
Team -0.3090 2.9622 0.0852 * 
FT ≤ 2 0.4462 1.3257 0.2496   
Team ≤ 2 0.7636 1.9863 0.1587   
FT ≤ 3 0.6007 3.0494 0.0808 * 
Team ≤ 3 0.2641 0.2272 0.6336   
FT ≥ 7 0.1009 0.0921 0.7616   
Team ≥ 5 -0.5669 0.5646 0.4524   
FT ≥ 8 0.2381 0.5581 0.4550   
Team ≥ 5 -0.5457 0.5313 0.4661   
FT ≥ 9 0.1424 0.1401 0.7082   
Team ≥ 5 -0.5556 0.5466 0.4597   
FT ≥ 10 0.2583 0.2793 0.5971   
Team ≥ 5 -0.5590 0.5566 0.4557   
FT ≥ 11 0.1211 0.0322 0.8576   
Team ≥ 6 -0.2247 0.0446 0.8327   
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Appendix 145: Benchmark Analysis at Audit Firm Level: MBEFE on FT 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  FT 0.0301   0.8968     0.3436 1.3225 
Audit Firm-Specific Variables             
  Big4 -0.1259   0.1502     0.6983 1.9505 
  IndExp -0.4027   0.7960     0.3723 1.6790 
  Office -0.0540   0.8413     0.3590 2.2199 
Client-Specific Variables               
  Age 0.0663   0.3074     0.5793 1.4114 
  Size -0.0836   0.5313     0.4660 5.3824 
  OCF 2.5313   4.2761 **   0.0387 1.7304 
  Lev -0.2014   0.0064     0.9361 4.8225 
  pBank -0.1432   0.1598     0.6893 5.4516 
  Growth 0.7879   3.4909 *   0.0617 1.2511 
  MB -0.1688   5.5299 **   0.0187 1.3670 
  Tax -1.7000   0.2676     0.6049 1.4657 
  AC 0.1576   0.3965     0.5289 1.6286 
  Lag -0.0262   0.0061     0.9376 1.3943 
  Busy -0.2282   0.5564     0.4557 1.0860 
  Noe 0.0353   1.8417     0.1748 3.4133 
  Std -9.8177   15.2900 ***   0.0001 1.3164 
  Y2008 -0.0859   0.0622     0.8031 1.6632 
  Y2009 -0.4042   1.1421     0.2852 1.7587 
  Intercept 0.2276   0.0082     0.9281 - 
Nagelkerke R2 0.2089       
Number of Obs. 1125       

 

Appendix 146: Benchmark Analysis at Audit Firm Level: MBEFE on FTShort 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  FTShort -0.4886   4.4054 **   0.0358 1.1287 
Audit Firm-Specific Variables             
  Big4 -0.1047   0.1078     0.7427 1.9386 
  IndExp -0.4174   0.8590     0.3540 1.6782 
  Office -0.0551   0.8977     0.3434 2.2101 
Client-Specific Variables               
  Age 0.0498   0.1643     0.6853 1.3792 
  Size -0.0828   0.5343     0.4648 5.2878 
  OCF 2.5200   4.3136 **   0.0378 1.7285 
  Lev -0.3200   0.0173     0.8953 4.8063 
  pBank -0.1325   0.1464     0.7020 5.4448 
  Growth 0.8005   3.5562 *   0.0593 1.2532 
  MB -0.1697   5.6877 **   0.0171 1.3670 
  Tax -1.7546   0.2818     0.5955 1.4625 
  AC 0.1733   0.4751     0.4906 1.6301 
  Lag -0.0200   0.0035     0.9526 1.3930 
  Busy -0.2509   0.6633     0.4154 1.0862 
  Noe 0.0346   1.7216     0.1895 3.4116 
  Std -9.7147   14.9685 ***   0.0001 1.3070 
  Intercept 0.6648   0.0706     0.7904 - 
Nagelkerke R2 0.2143       
Number of Obs. 1125       
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Appendix 147: Benchmark Analysis at Audit Firm Level: MBEFE on FTLong 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  FTLong 0.0340   0.0082     0.9279 1.2514 
Audit Firm-Specific Variables             
  Big4 -0.1670   0.2727     0.6016 1.9189 
  IndExp -0.3924   0.7600     0.3833 1.6784 
  Office -0.0492   0.7173     0.3970 2.2035 
Client-Specific Variables               
  Age 0.0862   0.5314     0.4660 1.3750 
  Size -0.0643   0.3187     0.5724 5.3748 
  OCF 2.6243   4.6889 **   0.0304 1.7271 
  Lev -0.2904   0.0128     0.9099 4.8251 
  pBank -0.1333   0.1322     0.7161 5.4442 
  Growth 0.7838   3.4747 *   0.0623 1.2508 
  MB -0.1705   5.5208 **   0.0188 1.3695 
  Tax -1.8317   0.3119     0.5765 1.4655 
  AC 0.1546   0.3850     0.5350 1.6288 
  Lag -0.0300   0.0079     0.9290 1.3969 
  Busy -0.2148   0.5023     0.4785 1.0855 
  Noe 0.0348   1.7754     0.1827 3.4110 
  Std -9.8283   15.3481 ***   0.0001 1.3101 
  Intercept 0.1456   0.0033     0.9543 - 
Nagelkerke R2 0.2075       
Number of Obs. 1125       

 

Appendix 148: Benchmark Analysis at Audit Firm Level: MBEFE on FTShort and 
FTLong 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTShort -0.5037   4.7169 **   0.0299 1.1866 
  FTLong -0.1182   0.0988     0.7532 1.3156 
Audit Firm-Specific Variables             
  Big4 -0.1098   0.1179     0.7313 1.9399 
  IndExp -0.4128   0.8475     0.3572 1.6794 
  Office -0.0551   0.9012     0.3424 2.2102 
Client-Specific Variables             
  Age 0.0522   0.1843     0.6677 1.3893 
  Size -0.0754   0.4381     0.5080 5.3793 
  OCF 2.5599   4.4095 **   0.0357 1.7289 
  Lev -0.3917   0.0259     0.8722 4.8266 
  pBank -0.1244   0.1292     0.7193 5.4495 
  Growth 0.8081   3.6550 *   0.0559 1.2544 
  MB -0.1715   5.7239 **   0.0167 1.3696 
  Tax -1.8334   0.3018     0.5827 1.4655 
  AC 0.1732   0.4777     0.4895 1.6308 
  Lag -0.0185   0.0030     0.9564 1.3972 
  Busy -0.2520   0.6743     0.4115 1.0863 
  Noe 0.0344   1.6860     0.1941 3.4174 
  Std -9.6902   14.8584 ***   0.0001 1.3109 
  Intercept 0.6378   0.0648     0.7991 - 
Nagelkerke R2 0.2145       
Number of Obs. 1125       
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Appendix 149: Benchmark Analysis at Audit Firm Level: MBEFE on FTShort2 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  FTShort2 -0.3001   1.3290     0.2490 1.0936 
Audit Firm-Specific Variables             
  Big4 -0.1396   0.1937     0.6599 1.9272 
  IndExp -0.4027   0.8118     0.3676 1.6768 
  Office -0.0508   0.7763     0.3783 2.2040 
Client-Specific Variables               
  Age 0.0788   0.4262     0.5139 1.3681 
  Size -0.0711   0.3921     0.5312 5.2741 
  OCF 2.5647   4.5199 **   0.0335 1.7290 
  Lev -0.3407   0.0186     0.8915 4.8026 
  pBank -0.1241   0.1217     0.7272 5.4377 
  Growth 0.8100   3.6374 *   0.0565 1.2531 
  MB -0.1704   5.6555 **   0.0174 1.3684 
  Tax -1.4804   0.2022     0.6529 1.4696 
  AC 0.1578   0.3970     0.5287 1.6287 
  Lag -0.0208   0.0039     0.9505 1.3931 
  Busy -0.2229   0.5380     0.4633 1.0855 
  Noe 0.0343   1.7231     0.1893 3.4193 
  Std -9.8167   15.3561 ***   0.0001 1.3062 
  Intercept 0.3321   0.0177     0.8942 - 
Nagelkerke R2 0.2096       
Number of Obs. 1125       

 

Appendix 150: Benchmark Analysis at Audit Firm Level: MBEFE on FTLong7 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong7 -0.0177   0.0056     0.9406 1.2293 
Audit Firm-Specific Variables             
  Big4 -0.1727   0.2875     0.5918 1.9489 
  IndExp -0.3909   0.7600     0.3833 1.6781 
  Office -0.0487   0.7133     0.3983 2.2307 
Client-Specific Variables               
  Age 0.0889   0.5689     0.4507 1.4180 
  Size -0.0606   0.2723     0.6018 5.3338 
  OCF 2.6444   4.6112 **   0.0318 1.7330 
  Lev -0.3150   0.0147     0.9036 4.8196 
  pBank -0.1302   0.1225     0.7263 5.4651 
  Growth 0.7856   3.4546 *   0.0631 1.2503 
  MB -0.1709   5.5877 **   0.0181 1.3668 
  Tax -1.8564   0.3288     0.5664 1.4637 
  AC 0.1543   0.3845     0.5352 1.6286 
  Lag -0.0297   0.0078     0.9298 1.3937 
  Busy -0.2133   0.4947     0.4818 1.0868 
  Noe 0.0346   1.7512     0.1857 3.4030 
  Std -9.8253   15.3558 ***   0.0001 1.3136 
  Intercept 0.1184   0.0021     0.9631 - 
Nagelkerke R2 0.2074       
Number of Obs. 1125       
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Appendix 151: Benchmark Analysis at Audit Firm Level: MBEFE on FTLong8 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  FTLong8 -0.0741   0.0933     0.7601 1.2665 
Audit Firm-Specific Variables             
  Big4 -0.1819   0.3178     0.5729 1.9415 
  IndExp -0.3903   0.7592     0.3836 1.6785 
  Office -0.0475   0.6651     0.4148 2.2274 
Client-Specific Variables               
  Age 0.0947   0.6452     0.4218 1.4219 
  Size -0.0556   0.2314     0.6305 5.3813 
  OCF 2.6757   4.7663 **   0.0290 1.7343 
  Lev -0.3518   0.0181     0.8929 4.8413 
  pBank -0.1254   0.1127     0.7371 5.4811 
  Growth 0.7866   3.4592 *   0.0629 1.2505 
  MB -0.1711   5.6162 **   0.0178 1.3667 
  Tax -1.8888   0.3387     0.5606 1.4638 
  AC 0.1547   0.3873     0.5337 1.6288 
  Lag -0.0292   0.0074     0.9312 1.3948 
  Busy -0.2117   0.4890     0.4844 1.0856 
  Noe 0.0342   1.7004     0.1922 3.4018 
  Std -9.8232   15.3949 ***   0.0001 1.3187 
  Intercept 0.0715   0.0008     0.9778 - 
Nagelkerke R2 0.2076       
Number of Obs. 1125       

 

Appendix 152: Benchmark Analysis at Audit Firm Level: MBEFE on FTLong9 

Variable Coeff.   Wald     p-Value VIF       
Test Variable               
  FTLong9 -0.2034   0.5065     0.4767 1.2869 
Audit Firm-Specific Variables             
  Big4 -0.1956   0.3638     0.5464 1.9354 
  IndExp -0.3778   0.7175     0.3970 1.6797 
  Office -0.0460   0.6186     0.4316 2.2173 
Client-Specific Variables               
  Age 0.1014   0.7488     0.3868 1.4008 
  Size -0.0439   0.1453     0.7031 5.4164 
  OCF 2.7279   5.0659 **   0.0244 1.7293 
  Lev -0.4255   0.0262     0.8714 4.8148 
  pBank -0.1162   0.0960     0.7566 5.4441 
  Growth 0.7861   3.4034 *   0.0651 1.2510 
  MB -0.1726   5.6531 **   0.0174 1.3666 
  Tax -1.9489   0.3634     0.5466 1.4648 
  AC 0.1580   0.4051     0.5245 1.6299 
  Lag -0.0305   0.0081     0.9285 1.3968 
  Busy -0.2044   0.4569     0.4991 1.0860 
  Noe 0.0337   1.6363     0.2008 3.4018 
  Std -9.8423   15.3418 ***   0.0001 1.3128 
  Intercept -0.0189   0.0001     0.9942 - 
Nagelkerke R2 0.2084       
Number of Obs. 1125       
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Appendix 153: Benchmark Analysis at Audit Firm Level: MBEFE on FTLong10 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable               
  FTLong10 -0.1867   0.3518     0.5531 1.2816 
Audit Firm-Specific Variables             
  Big4 -0.1853   0.3375     0.5613 1.9253 
  IndExp -0.3787   0.7220     0.3955 1.6803 
  Office -0.0477   0.6800     0.4096 2.2074 
Client-Specific Variables               
  Age 0.0939   0.6354     0.4254 1.3835 
  Size -0.0476   0.1741     0.6765 5.4004 
  OCF 2.6936   4.9969 **   0.0254 1.7265 
  Lev -0.4454   0.0294     0.8639 4.8170 
  pBank -0.1141   0.0950     0.7579 5.4434 
  Growth 0.7873   3.4578 *   0.0630 1.2506 
  MB -0.1743   5.6425 **   0.0175 1.3677 
  Tax -1.8727   0.3363     0.5620 1.4630 
  AC 0.1560   0.3953     0.5295 1.6298 
  Lag -0.0314   0.0086     0.9263 1.3970 
  Busy -0.2121   0.4929     0.4826 1.0857 
  Noe 0.0343   1.7006     0.1922 3.4048 
  Std -9.8002   15.2454 ***   0.0001 1.3127 
  Intercept 0.0766   0.0009     0.9759 - 
Nagelkerke R2 0.2081       
Number of Obs. 1125       
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Appendix 154: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FT (1/2) 

    Median  Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FT -0.0046   0.0232   0.0168   0.1917   0.0160   0.2276     0.8791 1.3225 0.6615 1.3225 0.6333 1.2817 
Audit Firm-Specific Variables                                       
  Big4 -0.7378   6.3546 ** -0.0844   0.0537   -0.4591   1.5636     0.0117 1.9505 0.8168 1.9505 0.2111 2.0404 
  IndExp -0.9264   3.8955 ** -0.1995   0.1389   -0.4468   0.7132     0.0484 1.6790 0.7094 1.6790 0.3984 1.6158 
  Office -0.0381   0.4660   -0.0570   0.7785   -0.0098   0.0242     0.4948 2.2199 0.3776 2.2199 0.8764 2.2856 
Client-Specific Variables                                       
  Age -0.0459   0.2162   0.0590   0.1437   0.1138   0.7605     0.6420 1.4114 0.7046 1.4114 0.3832 1.3785 
  Size -0.0628   0.3444   0.0047   0.0011   -0.0699   0.2484     0.5573 5.3824 0.9738 5.3824 0.6182 5.4516 
  OCF 2.0843   3.5050 * 3.0248   4.3722 ** 2.3851   3.1697 *   0.0612 1.7304 0.0365 1.7304 0.0750 1.7371 
  Lev -0.7326   0.1310   -1.6665   0.4488   2.0484   0.8789     0.7173 4.8225 0.5029 4.8225 0.3485 6.4176 
  pBank -0.1190   0.1752   0.0483   0.0218   -0.6462   4.3767 **   0.6755 5.4516 0.8826 5.4516 0.0364 7.0962 
  Growth 0.2192   0.2999   0.7726   2.1834   0.7654   1.2460     0.5839 1.2511 0.1395 1.2511 0.2643 1.3295 
  MB -0.1286   5.4385 ** -0.1884   5.5224 ** -0.2008   4.5415 **   0.0197 1.3670 0.0188 1.3670 0.0331 1.4809 
  Tax -2.6024   0.7792   -4.5376   1.2865   -0.7906   0.0303     0.3774 1.4657 0.2567 1.4657 0.8617 1.5573 
  AC 0.1090   0.1897   -0.1164   0.1489   0.0613   0.0474     0.6632 1.6286 0.6996 1.6286 0.8277 1.6488 
  Lag -0.0787   0.0559   -0.2295   0.3204   -0.3419   0.6514     0.8131 1.3943 0.5714 1.3943 0.4196 1.3722 
  Busy 0.0880   0.1044   -0.2486   0.4606   -0.2338   0.3975     0.7466 1.0860 0.4973 1.0860 0.5284 1.0501 
  Noe 0.0509   6.8066 *** 0.0318   1.0868   0.0365   1.3505     0.0091 3.4133 0.2972 3.4133 0.2452 3.5357 
  Std -2.7660   7.4693 *** -11.7871   17.4729 *** -9.6624   9.2268 ***   0.0063 1.3164 0.0000 1.3164 0.0024 1.2904 
  Intercept -0.0508   0.0005   1.0163   0.1421   -0.9734   0.0879     0.9826 - 0.7062 - 0.7668 - 
Nagelkerke R2 0.1469 0.2159 0.2316               
Number of Obs. 1125 1125 834               
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Appendix 155: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FT (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FT 0.0506   2.3324   0.0236   0.4742   -0.0216   0.3768     0.1267 1.3209 0.4911 1.3349 0.5393 1.3225 
Audit Firm-Specific Variables                                       
  Big4 0.2113   0.4540   -0.0589   0.0314   -0.7077   3.7342 *   0.5004 1.9494 0.8594 2.0027 0.0533 1.9505 
  IndExp -0.6514   2.0237   -0.4489   0.9487   -0.7751   2.3993     0.1549 1.6966 0.3301 1.7034 0.1214 1.6790 
  Office -0.1032   2.9294 * -0.0741   1.3811   0.0788   1.6460     0.0870 2.2318 0.2399 2.3137 0.1995 2.2199 
Client-Specific Variables                                       
  Age 0.0888   0.5677   0.0241   0.0393   0.0413   0.1019     0.4512 1.4017 0.8428 1.4405 0.7495 1.4114 
  Size -0.1548   1.7707   -0.0807   0.4759   -0.1862   1.9795     0.1833 5.3361 0.4903 5.4135 0.1594 5.3824 
  OCF 1.9976   2.4434   2.6979   4.5950 ** 0.8947   0.6946     0.1180 1.7383 0.0321 1.7219 0.4046 1.7304 
  Lev 0.9913   0.1440   -0.1715   0.0051   0.9541   0.3404     0.7043 4.7554 0.9433 4.6996 0.5596 4.8225 
  pBank -0.2061   0.3047   -0.1081   0.0972   -0.1625   0.6731     0.5810 5.3702 0.7553 5.3373 0.4120 5.4516 
  Growth 0.7846   3.0131 * 0.5944   1.7330   0.5493   2.3388     0.0826 1.2486 0.1880 1.2568 0.1262 1.2511 
  MB -0.1937   6.1040 ** -0.1460   4.2558 ** 0.0440   0.6033     0.0135 1.3624 0.0391 1.4148 0.4373 1.3670 
  Tax 0.6534   0.0438   -2.1684   0.3931   1.5006   0.1703     0.8343 1.4733 0.5307 1.5324 0.6798 1.4657 
  AC 0.3538   1.8442   0.0403   0.0243   0.2180   0.3463     0.1745 1.5985 0.8761 1.6316 0.5562 1.6286 
  Lag 0.0367   0.0122   0.0216   0.0035   -0.0461   0.0098     0.9122 1.4068 0.9525 1.3952 0.9210 1.3943 
  Busy -0.1258   0.1713   -0.1911   0.3634   0.2494   0.3849     0.6790 1.0973 0.5466 1.1198 0.5350 1.0860 
  Noe 0.0407   2.5465   0.0344   1.6570   0.0651   6.0380 **   0.1105 3.3902 0.1980 3.4264 0.0140 3.4133 
  Std -9.3793   15.1275 *** -9.8743   13.8353 *** -6.8667   18.6880 ***   0.0001 1.3113 0.0002 1.3100 0.0000 1.3164 
  Intercept 0.3739   0.0213   0.5963   0.0507   -1.6838   0.3247     0.8839 - 0.8218 - 0.5688 - 
Nagelkerke R2 0.1933 0.2124 0.1505               
Number of Obs. 1102 1015 1125               

 

  



 CXCI 

Appendix 156: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTShort (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTShort -0.3362   2.0160   -0.5981   4.2040 ** -0.4164   2.5536     0.1556 1.1287 0.0403 1.1287 0.1100 1.1203 
Audit Firm-Specific Variables                                       
  Big4 -0.6793   5.7138 ** -0.0447   0.0152   -0.4246   1.3967     0.0168 1.9386 0.9020 1.9386 0.2373 2.0266 
  IndExp -0.9558   4.0637 ** -0.2308   0.1792   -0.4539   0.7497     0.0438 1.6782 0.6721 1.6782 0.3866 1.6150 
  Office -0.0418   0.5660   -0.0598   0.8523   -0.0132   0.0429     0.4519 2.2101 0.3559 2.2101 0.8358 2.2668 
Client-Specific Variables                                       
  Age -0.0788   0.6181   0.0198   0.0152   0.1028   0.5892     0.4317 1.3792 0.9020 1.3792 0.4427 1.3502 
  Size -0.0791   0.5756   -0.0103   0.0055   -0.0841   0.3695     0.4481 5.2878 0.9411 5.2878 0.5433 5.3522 
  OCF 1.9724   3.1409 * 2.9597   4.3217 ** 2.3614   3.2070 *   0.0763 1.7285 0.0376 1.7285 0.0733 1.7339 
  Lev -0.7202   0.1381   -1.6522   0.4892   1.8688   0.7139     0.7102 4.8063 0.4843 4.8063 0.3981 6.4111 
  pBank -0.1295   0.2278   0.0442   0.0207   -0.6281   3.9547 **   0.6331 5.4448 0.8857 5.4448 0.0467 7.0954 
  Growth 0.2463   0.3835   0.7817   2.1999   0.7735   1.2609     0.5357 1.2532 0.1380 1.2532 0.2615 1.3307 
  MB -0.1278   5.3854 ** -0.1891   5.4734 ** -0.1999   4.5308 **   0.0203 1.3670 0.0193 1.3670 0.0333 1.4810 
  Tax -2.5072   0.7136   -4.5372   1.2524   -0.8901   0.0382     0.3982 1.4625 0.2631 1.4625 0.8449 1.5551 
  AC 0.1288   0.2539   -0.0931   0.0932   0.0795   0.0801     0.6143 1.6301 0.7601 1.6301 0.7772 1.6486 
  Lag -0.0720   0.0472   -0.2175   0.2758   -0.3396   0.6272     0.8280 1.3930 0.5995 1.3930 0.4284 1.3723 
  Busy 0.0629   0.0533   -0.2914   0.6200   -0.2586   0.4769     0.8174 1.0862 0.4311 1.0862 0.4898 1.0518 
  Noe 0.0503   6.6610 *** 0.0317   1.0247   0.0367   1.3392     0.0099 3.4116 0.3114 3.4116 0.2472 3.5395 
  Std -2.7020   7.4022 *** -11.6573   16.7928 *** -9.5975   8.9277 ***   0.0065 1.3070 0.0000 1.3070 0.0028 1.2857 
  Intercept 0.2821   0.0146   1.5727   0.3428   -0.4093   0.0153     0.9038 - 0.5582 - 0.9017 - 
Nagelkerke R2 0.1505 0.2244 0.2362               
Number of Obs. 1125 1125 834               

 

  



 CXCII 

Appendix 157: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTShort (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTShort -0.5723   4.9685 ** -0.4704   3.6571 * 0.3840   2.3592     0.0258 1.1275 0.0558 1.1178 0.1245 1.1287 
Audit Firm-Specific Variables                                       
  Big4 0.2046   0.4324   -0.0333   0.0104   -0.7491   4.0604 **   0.5108 1.9342 0.9189 1.9880 0.0439 1.9386 
  IndExp -0.6545   2.0899   -0.4522   0.9602   -0.7757   2.3743     0.1483 1.6951 0.3271 1.7022 0.1233 1.6782 
  Office -0.1015   2.9175 * -0.0768   1.5259   0.0816   1.7415     0.0876 2.2203 0.2167 2.2941 0.1869 2.2101 
Client-Specific Variables                                       
  Age 0.0824   0.4644   0.0077   0.0037   0.0593   0.2178     0.4956 1.3709 0.9513 1.4085 0.6407 1.3792 
  Size -0.1425   1.5067   -0.0810   0.4871   -0.1845   1.9285     0.2196 5.2418 0.4852 5.3252 0.1649 5.2878 
  OCF 2.0137   2.5074   2.6384   4.4845 ** 0.9720   0.8361     0.1133 1.7358 0.0342 1.7210 0.3605 1.7285 
  Lev 0.7672   0.0906   -0.2241   0.0089   0.9724   0.3375     0.7634 4.7362 0.9247 4.6816 0.5613 4.8063 
  pBank -0.1850   0.2590   -0.1064   0.0977   -0.1602   0.6258     0.6108 5.3628 0.7546 5.3323 0.4289 5.4448 
  Growth 0.8100   3.1593 * 0.6197   1.8724   0.5458   2.3148     0.0755 1.2509 0.1712 1.2607 0.1281 1.2532 
  MB -0.1961   6.2982 ** -0.1488   4.4928 ** 0.0444   0.6221     0.0121 1.3625 0.0340 1.4148 0.4303 1.3670 
  Tax 0.5674   0.0328   -1.9775   0.3291   1.5406   0.1781     0.8562 1.4698 0.5662 1.5257 0.6730 1.4625 
  AC 0.3688   1.9955   0.0583   0.0501   0.2106   0.3185     0.1578 1.6000 0.8229 1.6326 0.5725 1.6301 
  Lag 0.0483   0.0207   0.0392   0.0116   -0.0541   0.0136     0.8856 1.4060 0.9143 1.3977 0.9070 1.3930 
  Busy -0.1390   0.2090   -0.2227   0.4871   0.2677   0.4417     0.6475 1.0973 0.4852 1.1199 0.5063 1.0862 
  Noe 0.0399   2.3561   0.0345   1.6229   0.0656   6.1796 **   0.1248 3.3889 0.2027 3.4232 0.0129 3.4116 
  Std -9.2427   14.6546 *** -9.8279   13.6080 *** -6.9753   18.8565 ***   0.0001 1.3016 0.0002 1.2993 0.0000 1.3070 
  Intercept 0.8027   0.0995   0.9050   0.1187   -2.0264   0.4656     0.7524 - 0.7305 - 0.4950 - 
Nagelkerke R2 0.1983 0.2175 0.1542               
Number of Obs. 1102 1015 1125               

 

  



 CXCIII 

Appendix 158: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong -0.1511   0.1875   0.1686   0.1572   -0.1676   0.1641     0.6650 1.2514 0.6918 1.2514 0.6854 1.2282 
Audit Firm-Specific Variables                                       
  Big4 -0.7407   6.6509 *** -0.0962   0.0717   -0.5002   1.9071     0.0099 1.9189 0.7889 1.9189 0.1673 2.0064 
  IndExp -0.9209   3.8711 ** -0.2002   0.1386   -0.4320   0.6869     0.0491 1.6784 0.7097 1.6784 0.4072 1.6165 
  Office -0.0382   0.4794   -0.0548   0.7268   -0.0051   0.0066     0.4887 2.2035 0.3939 2.2035 0.9353 2.2652 
Client-Specific Variables                                       
  Age -0.0448   0.2115   0.0671   0.1885   0.1287   1.0033     0.6456 1.3750 0.6642 1.3750 0.3165 1.3623 
  Size -0.0586   0.3157   0.0052   0.0014   -0.0410   0.0860     0.5742 5.3748 0.9705 5.3748 0.7694 5.4390 
  OCF 2.1003   3.6035 * 3.0204   4.3877 ** 2.5242   3.6050 *   0.0577 1.7271 0.0362 1.7271 0.0576 1.7329 
  Lev -0.7788   0.1469   -1.6434   0.4432   1.9723   0.8121     0.7015 4.8251 0.5056 4.8251 0.3675 6.4256 
  pBank -0.1142   0.1593   0.0448   0.0189   -0.6403   4.4128 **   0.6898 5.4442 0.8905 5.4442 0.0357 7.0967 
  Growth 0.2267   0.3248   0.7617   2.1211   0.7350   1.1731     0.5688 1.2508 0.1453 1.2508 0.2788 1.3251 
  MB -0.1301   5.5434 ** -0.1876   5.4992 ** -0.2065   4.7357 **   0.0186 1.3695 0.0190 1.3695 0.0295 1.4833 
  Tax -2.6659   0.8055   -4.4995   1.2479   -1.0261   0.0514     0.3695 1.4655 0.2640 1.4655 0.8206 1.5591 
  AC 0.1094   0.1925   -0.1182   0.1535   0.0431   0.0237     0.6608 1.6288 0.6952 1.6288 0.8775 1.6453 
  Lag -0.0781   0.0543   -0.2334   0.3326   -0.3553   0.6779     0.8157 1.3969 0.5642 1.3969 0.4103 1.3720 
  Busy 0.0888   0.1062   -0.2409   0.4364   -0.2335   0.4070     0.7445 1.0855 0.5089 1.0855 0.5235 1.0486 
  Noe 0.0512   6.7616 *** 0.0316   1.0754   0.0353   1.2433     0.0093 3.4110 0.2997 3.4110 0.2648 3.5323 
  Std -2.7659   7.4400 *** -11.7927   17.6081 *** -9.6820   9.3622 ***   0.0064 1.3101 0.0000 1.3101 0.0022 1.2814 
  Intercept -0.0756   0.0011   1.0299   0.1448   -1.1527   0.1235     0.9740 - 0.7035 - 0.7252 - 
Nagelkerke R2 0.1472 0.2158 0.2315               
Number of Obs. 1125 1125 834               

 

  



 CXCIV 

Appendix 159: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong 0.2049   0.3204   0.0600   0.0252   0.4396   1.5249     0.5714 1.2519 0.8738 1.2698 0.2169 1.2514 
Audit Firm-Specific Variables                                       
  Big4 0.1445   0.2202   -0.0914   0.0794   -0.6392   3.1191 *   0.6389 1.9155 0.7782 1.9640 0.0774 1.9189 
  IndExp -0.6363   1.9197   -0.4452   0.9384   -0.8128   2.6357     0.1659 1.6962 0.3327 1.7042 0.1045 1.6784 
  Office -0.0941   2.5242   -0.0690   1.2304   0.0737   1.4294     0.1121 2.2129 0.2673 2.2854 0.2319 2.2035 
Client-Specific Variables                                       
  Age 0.1161   0.9992   0.0379   0.0977   0.0078   0.0035     0.3175 1.3656 0.7547 1.4164 0.9528 1.3750 
  Size -0.1314   1.3129   -0.0703   0.3645   -0.2181   2.8653 *   0.2519 5.3337 0.5460 5.4156 0.0905 5.3748 
  OCF 2.1213   2.8298 * 2.7703   4.9691 ** 0.7305   0.4771     0.0925 1.7342 0.0258 1.7184 0.4897 1.7271 
  Lev 0.8996   0.1128   -0.2560   0.0112   1.1341   0.4973     0.7370 4.7574 0.9159 4.7010 0.4807 4.8251 
  pBank -0.1973   0.2638   -0.0985   0.0796   -0.1932   1.0053     0.6075 5.3623 0.7778 5.3318 0.3160 5.4442 
  Growth 0.7647   2.8904 * 0.5862   1.6987   0.5274   2.1262     0.0891 1.2485 0.1925 1.2559 0.1448 1.2508 
  MB -0.1952   5.9683 ** -0.1458   4.1818 ** 0.0478   0.7057     0.0146 1.3649 0.0409 1.4182 0.4009 1.3695 
  Tax 0.5168   0.0275   -2.3681   0.4737   2.0031   0.2974     0.8683 1.4732 0.4913 1.5266 0.5855 1.4655 
  AC 0.3484   1.8096   0.0414   0.0257   0.2148   0.3396     0.1786 1.5984 0.8725 1.6322 0.5601 1.6288 
  Lag 0.0253   0.0057   0.0142   0.0015   -0.0260   0.0035     0.9400 1.4097 0.9691 1.3976 0.9525 1.3969 
  Busy -0.1140   0.1402   -0.1781   0.3217   0.2301   0.3358     0.7081 1.0972 0.5706 1.1195 0.5623 1.0855 
  Noe 0.0396   2.3978   0.0338   1.5974   0.0636   5.9078 **   0.1215 3.3877 0.2063 3.4253 0.0151 3.4110 
  Std -9.4158   15.2078 *** -9.8626   13.8943 *** -6.7789   18.4833 ***   0.0001 1.3049 0.0002 1.3025 0.0000 1.3101 
  Intercept 0.3168   0.0150   0.6051   0.0516   -1.6133   0.3231     0.9026 - 0.8203 - 0.5697 - 
Nagelkerke R2 0.1897 0.2116 0.1525               
Number of Obs. 1102 1015 1125               

 

  



 CXCV 

Appendix 160: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTShort2 (1/2) 

    Median  Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTShort2 -0.2802   1.1105   -0.3692   1.3103   -0.1965   0.5136     0.2920 1.0936 0.2523 1.0936 0.4736 1.0949 
Audit Firm-Specific Variables                                       
  Big4 -0.7005   5.9848 ** -0.0769   0.0456   -0.4668   1.6898     0.0144 1.9272 0.8309 1.9272 0.1936 2.0150 
  IndExp -0.9510   4.0636 ** -0.2159   0.1622   -0.4419   0.7168     0.0438 1.6768 0.6872 1.6768 0.3972 1.6149 
  Office -0.0392   0.5064   -0.0556   0.7607   -0.0074   0.0140     0.4767 2.2040 0.3831 2.2040 0.9058 2.2619 
Client-Specific Variables                                       
  Age -0.0628   0.4161   0.0597   0.1482   0.1217   0.8561     0.5189 1.3681 0.7003 1.3681 0.3548 1.3454 
  Size -0.0739   0.4997   0.0049   0.0012   -0.0644   0.2193     0.4796 5.2741 0.9721 5.2741 0.6396 5.3300 
  OCF 1.9870   3.1824 * 3.0048   4.4793 ** 2.4195   3.4224 *   0.0744 1.7290 0.0343 1.7290 0.0643 1.7385 
  Lev -0.7384   0.1424   -1.7272   0.5057   1.9148   0.7809     0.7059 4.8026 0.4770 4.8026 0.3769 6.4112 
  pBank -0.1206   0.1943   0.0587   0.0344   -0.6247   4.1734 **   0.6594 5.4377 0.8529 5.4377 0.0411 7.0929 
  Growth 0.2516   0.3981   0.7976   2.2953   0.7696   1.2638     0.5281 1.2531 0.1298 1.2531 0.2609 1.3330 
  MB -0.1285   5.5038 ** -0.1891   5.4883 ** -0.2017   4.5821 **   0.0190 1.3684 0.0191 1.3684 0.0323 1.4827 
  Tax -2.2234   0.5461   -4.2159   1.1003   -0.6432   0.0201     0.4599 1.4696 0.2942 1.4696 0.8872 1.5597 
  AC 0.1149   0.2062   -0.1161   0.1482   0.0610   0.0472     0.6498 1.6287 0.7002 1.6287 0.8280 1.6476 
  Lag -0.0726   0.0480   -0.2207   0.2915   -0.3421   0.6429     0.8265 1.3931 0.5892 1.3931 0.4226 1.3736 
  Busy 0.0765   0.0795   -0.2527   0.4849   -0.2314   0.3901     0.7780 1.0855 0.4862 1.0855 0.5322 1.0501 
  Noe 0.0503   6.6859 *** 0.0312   1.0436   0.0360   1.3025     0.0097 3.4193 0.3070 3.4193 0.2538 3.5425 
  Std -2.7507   7.4514 *** -11.7916   17.5293 *** -9.6545   9.2694 ***   0.0063 1.3062 0.0000 1.3062 0.0023 1.2836 
  Intercept 0.1315   0.0032   1.1879   0.2012   -0.8440   0.0671     0.9546 - 0.6537 - 0.7956 - 
Nagelkerke R2 0.1489 0.2183 0.2321               
Number of Obs. 1125 1125 834               

 

  



 CXCVI 

Appendix 161: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTShort2 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTShort2 -0.4218   2.1697   -0.2648   0.7996   -0.0836   0.0716     0.1407 1.0917 0.3712 1.0871 0.7890 1.0936 
Audit Firm-Specific Variables                                       
  Big4 0.1705   0.3081   -0.0681   0.0444   -0.6589   3.2130 *   0.5788 1.9222 0.8332 1.9753 0.0731 1.9272 
  IndExp -0.6330   1.9415   -0.4431   0.9440   -0.7846   2.4788     0.1635 1.6939 0.3312 1.7024 0.1154 1.6768 
  Office -0.0965   2.7092 * -0.0710   1.3202   0.0740   1.4515     0.0998 2.2135 0.2506 2.2864 0.2283 2.2040 
Client-Specific Variables                                       
  Age 0.1125   0.8942   0.0354   0.0815   0.0198   0.0241     0.3443 1.3598 0.7753 1.4017 0.8765 1.3681 
  Size -0.1303   1.2498   -0.0708   0.3742   -0.1989   2.3033     0.2636 5.2296 0.5407 5.3141 0.1291 5.2741 
  OCF 2.0638   2.6617   2.7314   4.8662 ** 0.7957   0.5358     0.1028 1.7366 0.0274 1.7193 0.4642 1.7290 
  Lev 0.7454   0.0803   -0.2726   0.0128   0.9827   0.3794     0.7769 4.7324 0.9100 4.6785 0.5379 4.8026 
  pBank -0.1775   0.2237   -0.0948   0.0749   -0.1706   0.7929     0.6362 5.3559 0.7843 5.3269 0.3732 5.4377 
  Growth 0.8236   3.2861 * 0.6171   1.8436   0.5563   2.3671     0.0699 1.2510 0.1745 1.2606 0.1239 1.2531 
  MB -0.1976   6.2627 ** -0.1483   4.3837 ** 0.0437   0.5980     0.0123 1.3639 0.0363 1.4150 0.4393 1.3684 
  Tax 0.8793   0.0776   -1.9696   0.3255   1.7209   0.2201     0.7805 1.4761 0.5683 1.5396 0.6390 1.4696 
  AC 0.3515   1.8297   0.0392   0.0231   0.2155   0.3413     0.1762 1.5985 0.8793 1.6316 0.5591 1.6287 
  Lag 0.0434   0.0168   0.0315   0.0075   -0.0388   0.0071     0.8968 1.4061 0.9312 1.3973 0.9327 1.3931 
  Busy -0.1089   0.1302   -0.1882   0.3577   0.2359   0.3418     0.7182 1.0971 0.5498 1.1196 0.5588 1.0855 
  Noe 0.0391   2.3003   0.0337   1.5786   0.0646   6.0443 **   0.1293 3.3961 0.2090 3.4290 0.0140 3.4193 
  Std -9.3613   15.1384 *** -9.8772   13.8964 *** -6.7845   18.6042 ***   0.0001 1.3008 0.0002 1.2989 0.0000 1.3062 
  Intercept 0.4711   0.0344   0.6316   0.0575   -1.6012   0.2996     0.8528 - 0.8105 - 0.5841 - 
Nagelkerke R2 0.1933 0.2131 0.1500               
Number of Obs. 1102 1015 1125               

 

  



 CXCVII 

Appendix 162: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong7 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong7 -0.2471   1.0625   -0.3139   1.1201   -0.0508   0.0381     0.3026 1.2293 0.2899 1.2293 0.8453 1.2126 
Audit Firm-Specific Variables                                       
  Big4 -0.7805   7.1831 *** -0.1615   0.1994   -0.4935   1.8131     0.0074 1.9489 0.6552 1.9489 0.1781 2.0298 
  IndExp -0.9181   3.9104 ** -0.1977   0.1342   -0.4375   0.6900     0.0480 1.6781 0.7141 1.6781 0.4062 1.6155 
  Office -0.0335   0.3677   -0.0476   0.5605   -0.0046   0.0054     0.5443 2.2307 0.4541 2.2307 0.9415 2.2929 
Client-Specific Variables                                       
  Age -0.0240   0.0586   0.1076   0.5084   0.1293   1.0075     0.8088 1.4180 0.4758 1.4180 0.3155 1.3850 
  Size -0.0480   0.1959   0.0448   0.0929   -0.0507   0.1299     0.6581 5.3338 0.7605 5.3338 0.7186 5.3904 
  OCF 2.1869   3.7766 * 3.2679   5.0842 ** 2.4789   3.3928 *   0.0520 1.7330 0.0241 1.7330 0.0655 1.7401 
  Lev -0.7869   0.1420   -1.9518   0.5468   2.0675   0.9108     0.7063 4.8196 0.4596 4.8196 0.3399 6.4218 
  pBank -0.1068   0.1312   0.0841   0.0575   -0.6491   4.5067 **   0.7171 5.4651 0.8104 5.4651 0.0338 7.1173 
  Growth 0.2103   0.2717   0.7780   2.2225   0.7310   1.1506     0.6022 1.2503 0.1360 1.2503 0.2834 1.3270 
  MB -0.1285   5.4298 ** -0.1928   5.7658 ** -0.2030   4.6763 **   0.0198 1.3668 0.0163 1.3668 0.0306 1.4778 
  Tax -2.6825   0.8433   -4.7399   1.4517   -0.9290   0.0424     0.3584 1.4637 0.2283 1.4637 0.8369 1.5557 
  AC 0.1085   0.1870   -0.1296   0.1811   0.0478   0.0290     0.6655 1.6286 0.6705 1.6286 0.8647 1.6472 
  Lag -0.0737   0.0479   -0.2406   0.3525   -0.3495   0.6718     0.8268 1.3937 0.5527 1.3937 0.4124 1.3720 
  Busy 0.1032   0.1431   -0.2072   0.3255   -0.2244   0.3681     0.7053 1.0868 0.5683 1.0868 0.5440 1.0523 
  Noe 0.0503   6.5333 ** 0.0289   0.9062   0.0356   1.2763     0.0106 3.4030 0.3411 3.4030 0.2586 3.5329 
  Std -2.8077   7.6473 *** -11.8473   18.0315 *** -9.6993   9.3467 ***   0.0057 1.3136 0.0000 1.3136 0.0022 1.2878 
  Intercept -0.2376   0.0099   0.7502   0.0733   -1.1460   0.1210     0.9209 - 0.7866 - 0.7279 - 
Nagelkerke R2 0.1489 0.2182 0.2312               
Number of Obs. 1125 1125 834               

 

  



 CXCVIII 

Appendix 163: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong7 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong7 0.1242   0.2465   -0.0485   0.0398   -0.1649   0.4667     0.6196 1.2309 0.8418 1.2385 0.4945 1.2293 
Audit Firm-Specific Variables                                       
  Big4 0.1583   0.2525   -0.1062   0.1049   -0.7068   3.8236 *   0.6153 1.9481 0.7460 2.0007 0.0505 1.9489 
  IndExp -0.6253   1.8995   -0.4424   0.9384   -0.7799   2.4184     0.1681 1.6960 0.3327 1.7032 0.1199 1.6781 
  Office -0.0973   2.7034   -0.0669   1.1809   0.0799   1.6688     0.1001 2.2435 0.2772 2.3315 0.1964 2.2307 
Client-Specific Variables                                       
  Age 0.1086   0.8818   0.0447   0.1387   0.0435   0.1117     0.3477 1.4085 0.7095 1.4477 0.7382 1.4180 
  Size -0.1265   1.1445   -0.0634   0.2865   -0.1880   2.1121     0.2847 5.2896 0.5925 5.3621 0.1461 5.3338 
  OCF 2.1259   2.7255 * 2.8207   4.9886 ** 0.8975   0.6927     0.0988 1.7416 0.0255 1.7246 0.4052 1.7330 
  Lev 0.8269   0.0927   -0.3200   0.0168   0.9776   0.3609     0.7608 4.7535 0.8968 4.6964 0.5480 4.8196 
  pBank -0.1911   0.2409   -0.0903   0.0642   -0.1634   0.6791     0.6235 5.3850 0.7999 5.3498 0.4099 5.4651 
  Growth 0.7766   2.9448 * 0.5896   1.7009   0.5516   2.3418     0.0862 1.2480 0.1922 1.2554 0.1259 1.2503 
  MB -0.1982   6.1406 ** -0.1463   4.2059 ** 0.0459   0.6551     0.0132 1.3622 0.0403 1.4157 0.4183 1.3668 
  Tax 0.3789   0.0151   -2.4584   0.5240   1.5729   0.1868     0.9020 1.4714 0.4691 1.5266 0.6656 1.4637 
  AC 0.3471   1.8158   0.0423   0.0270   0.2172   0.3436     0.1778 1.5985 0.8695 1.6316 0.5578 1.6286 
  Lag 0.0280   0.0069   0.0140   0.0014   -0.0403   0.0076     0.9340 1.4062 0.9697 1.3953 0.9304 1.3937 
  Busy -0.1195   0.1550   -0.1731   0.3050   0.2512   0.3949     0.6938 1.0976 0.5808 1.1208 0.5297 1.0868 
  Noe 0.0401   2.4160   0.0334   1.5427   0.0642   5.9471 **   0.1201 3.3799 0.2142 3.4179 0.0147 3.4030 
  Std -9.3654   15.0375 *** -9.8508   13.9198 *** -6.8550   18.7204 ***   0.0001 1.3085 0.0002 1.3063 0.0000 1.3136 
  Intercept 0.3370   0.0169   0.5579   0.0432   -1.7838   0.3740     0.8966 - 0.8354 - 0.5408 - 
Nagelkerke R2 0.1896 0.2117 0.1506               
Number of Obs. 1102 1015 1125               
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Appendix 164: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong8 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong8 -0.3255   1.7330   -0.3779   1.5170   -0.1064   0.1544     0.1880 1.2665 0.2181 1.2665 0.6943 1.2297 
Audit Firm-Specific Variables                                       
  Big4 -0.7886   7.3493 *** -0.1630   0.2091   -0.5021   1.8643     0.0067 1.9415 0.6475 1.9415 0.1721 2.0243 
  IndExp -0.9203   3.9615 ** -0.2053   0.1487   -0.4354   0.6895     0.0466 1.6785 0.6997 1.6785 0.4063 1.6159 
  Office -0.0331   0.3549   -0.0478   0.5607   -0.0029   0.0022     0.5513 2.2274 0.4540 2.2274 0.9630 2.2901 
Client-Specific Variables                                       
  Age -0.0184   0.0353   0.1131   0.5529   0.1345   1.0882     0.8509 1.4219 0.4571 1.4219 0.2969 1.3853 
  Size -0.0383   0.1255   0.0528   0.1331   -0.0455   0.1044     0.7232 5.3813 0.7153 5.3813 0.7466 5.4202 
  OCF 2.2301   3.9054 ** 3.3324   5.2119 ** 2.5132   3.5424 *   0.0481 1.7343 0.0224 1.7343 0.0598 1.7425 
  Lev -0.8820   0.1755   -2.0644   0.6113   2.0740   0.9167     0.6753 4.8413 0.4343 4.8413 0.3383 6.4324 
  pBank -0.0961   0.1042   0.0970   0.0759   -0.6512   4.5558 **   0.7469 5.4811 0.7829 5.4811 0.0328 7.1205 
  Growth 0.2128   0.2780   0.7833   2.2159   0.7184   1.1124     0.5980 1.2505 0.1366 1.2505 0.2916 1.3274 
  MB -0.1297   5.5676 ** -0.1938   5.7641 ** -0.2034   4.7329 **   0.0183 1.3667 0.0164 1.3667 0.0296 1.4776 
  Tax -2.7560   0.8755   -4.9251   1.5521   -1.0051   0.0492     0.3494 1.4638 0.2128 1.4638 0.8245 1.5576 
  AC 0.1157   0.2135   -0.1274   0.1786   0.0489   0.0307     0.6440 1.6288 0.6726 1.6288 0.8610 1.6433 
  Lag -0.0706   0.0432   -0.2393   0.3462   -0.3524   0.6793     0.8353 1.3948 0.5562 1.3948 0.4098 1.3720 
  Busy 0.0949   0.1210   -0.2183   0.3640   -0.2239   0.3690     0.7279 1.0856 0.5463 1.0856 0.5435 1.0495 
  Noe 0.0497   6.2794 ** 0.0280   0.8409   0.0352   1.2389     0.0122 3.4018 0.3591 3.4018 0.2657 3.5322 
  Std -2.8158   7.6782 *** -11.7678   18.0332 *** -9.7068   9.3813 ***   0.0056 1.3187 0.0000 1.3187 0.0022 1.2879 
  Intercept -0.3081   0.0164   0.7244   0.0686   -1.2178   0.1343     0.8982 - 0.7933 - 0.7140 - 
Nagelkerke R2 0.1500 0.2189 0.2315               
Number of Obs. 1125 1125 834               

 

  



 CC 

Appendix 165: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong8 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong8 0.1064   0.1836   -0.1025   0.1703   -0.0535   0.0490     0.6683 1.2700 0.6798 1.2796 0.8249 1.2665 
Audit Firm-Specific Variables                                       
  Big4 0.1520   0.2363   -0.1141   0.1212   -0.6805   3.5743 *   0.6269 1.9424 0.7278 1.9894 0.0587 1.9415 
  IndExp -0.6270   1.9019   -0.4410   0.9376   -0.7813   2.4480     0.1679 1.6968 0.3329 1.7040 0.1177 1.6785 
  Office -0.0964   2.6071   -0.0655   1.0924   0.0762   1.5136     0.1064 2.2409 0.2959 2.3235 0.2186 2.2274 
Client-Specific Variables                                       
  Age 0.1107   0.9145   0.0502   0.1742   0.0305   0.0553     0.3389 1.4112 0.6764 1.4551 0.8141 1.4219 
  Size -0.1268   1.1669   -0.0587   0.2484   -0.1930   2.2496     0.2800 5.3428 0.6182 5.4094 0.1337 5.3813 
  OCF 2.1301   2.7673 * 2.8563   5.1849 ** 0.8476   0.6273     0.0962 1.7434 0.0228 1.7263 0.4283 1.7343 
  Lev 0.8506   0.0979   -0.3729   0.0227   0.9683   0.3568     0.7544 4.7797 0.8802 4.7182 0.5503 4.8413 
  pBank -0.1928   0.2447   -0.0840   0.0554   -0.1667   0.7251     0.6208 5.4018 0.8140 5.3628 0.3945 5.4811 
  Growth 0.7746   2.9579 * 0.5914   1.7111   0.5508   2.3389     0.0855 1.2480 0.1908 1.2557 0.1262 1.2505 
  MB -0.1978   6.0873 ** -0.1465   4.2514 ** 0.0442   0.6104     0.0136 1.3621 0.0392 1.4154 0.4346 1.3667 
  Tax 0.4187   0.0185   -2.5302   0.5531   1.5986   0.1931     0.8919 1.4717 0.4571 1.5265 0.6603 1.4638 
  AC 0.3472   1.8115   0.0445   0.0300   0.2174   0.3474     0.1783 1.5983 0.8625 1.6327 0.5556 1.6288 
  Lag 0.0271   0.0065   0.0146   0.0015   -0.0403   0.0077     0.9359 1.4073 0.9687 1.3954 0.9302 1.3948 
  Busy -0.1158   0.1461   -0.1724   0.3028   0.2411   0.3634     0.7023 1.0971 0.5821 1.1196 0.5466 1.0856 
  Noe 0.0401   2.4124   0.0329   1.4877   0.0645   6.0195 **   0.1204 3.3787 0.2226 3.4169 0.0141 3.4018 
  Std -9.3779   15.0576 *** -9.8386   13.9539 *** -6.8112   18.5984 ***   0.0001 1.3142 0.0002 1.3116 0.0000 1.3187 
  Intercept 0.3275   0.0159   0.5205   0.0373   -1.7002   0.3398     0.8996 - 0.8469 - 0.5599 - 
Nagelkerke R2 0.1895 0.2119 0.1499               
Number of Obs. 1102 1015 1125               
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Appendix 166: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong9 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong9 -0.2781   1.1206   -0.5593   3.0379 * -0.2314   0.5402     0.2898 1.2869 0.0813 1.2869 0.4623 1.2351 
Audit Firm-Specific Variables                                       
  Big4 -0.7681   6.9610 *** -0.1591   0.1980   -0.5190   1.9954     0.0083 1.9354 0.6563 1.9354 0.1578 2.0207 
  IndExp -0.9037   3.7921 * -0.1762   0.1097   -0.4189   0.6471     0.0515 1.6797 0.7405 1.6797 0.4212 1.6181 
  Office -0.0353   0.4049   -0.0488   0.5932   -0.0007   0.0001     0.5246 2.2173 0.4412 2.2173 0.9913 2.2856 
Client-Specific Variables                                       
  Age -0.0309   0.1012   0.1132   0.5486   0.1409   1.2067     0.7504 1.4008 0.4589 1.4008 0.2720 1.3728 
  Size -0.0429   0.1608   0.0736   0.2684   -0.0334   0.0568     0.6884 5.4164 0.6044 5.4164 0.8116 5.4230 
  OCF 2.1608   3.8124 * 3.3985   5.5964 ** 2.5590   3.7874 *   0.0509 1.7293 0.0180 1.7293 0.0516 1.7340 
  Lev -0.8301   0.1600   -2.1771   0.6607   2.0358   0.8896     0.6892 4.8148 0.4163 4.8148 0.3456 6.4099 
  pBank -0.1068   0.1338   0.1075   0.0909   -0.6468   4.6013 **   0.7146 5.4441 0.7630 5.4441 0.0319 7.0927 
  Growth 0.2112   0.2739   0.7859   2.1490   0.6959   1.0388     0.6007 1.2510 0.1427 1.2510 0.3081 1.3281 
  MB -0.1303   5.5455 ** -0.2003   5.8773 ** -0.2052   4.8246 **   0.0185 1.3666 0.0153 1.3666 0.0281 1.4778 
  Tax -2.6926   0.8375   -5.0263   1.6294   -1.0624   0.0560     0.3601 1.4648 0.2018 1.4648 0.8130 1.5575 
  AC 0.1217   0.2349   -0.1260   0.1728   0.0462   0.0273     0.6279 1.6299 0.6777 1.6299 0.8687 1.6432 
  Lag -0.0740   0.0484   -0.2426   0.3492   -0.3533   0.6724     0.8259 1.3968 0.5546 1.3968 0.4122 1.3723 
  Busy 0.0995   0.1329   -0.2051   0.3169   -0.2233   0.3702     0.7154 1.0860 0.5735 1.0860 0.5429 1.0486 
  Noe 0.0501   6.4028 ** 0.0275   0.7987   0.0349   1.2040     0.0114 3.4018 0.3715 3.4018 0.2725 3.5321 
  Std -2.8098   7.5262 *** -11.8659   18.0996 *** -9.7544   9.3152 ***   0.0061 1.3128 0.0000 1.3128 0.0023 1.2829 
  Intercept -0.2665   0.0125   0.5892   0.0459   -1.3285   0.1609     0.9108 - 0.8303 - 0.6883 - 
Nagelkerke R2 0.1488 0.2214 0.2324               
Number of Obs. 1125 1125 834               

 

  



 CCII 

Appendix 167: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong9 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong9 0.0046   0.0003   -0.2147   0.5369   0.1648   0.3401     0.9870 1.2885 0.4637 1.3048 0.5597 1.2869 
Audit Firm-Specific Variables                                       
  Big4 0.1307   0.1729   -0.1243   0.1427   -0.6425   3.1910 *   0.6776 1.9358 0.7056 1.9826 0.0740 1.9354 
  IndExp -0.6228   1.8768   -0.4269   0.8899   -0.7929   2.5015     0.1707 1.6978 0.3455 1.7056 0.1137 1.6797 
  Office -0.0936   2.4393   -0.0641   1.0362   0.0716   1.3243     0.1183 2.2296 0.3087 2.3077 0.2498 2.2173 
Client-Specific Variables                                       
  Age 0.1208   1.0943   0.0552   0.2126   0.0088   0.0044     0.2955 1.3903 0.6447 1.4372 0.9471 1.4008 
  Size -0.1174   1.0186   -0.0488   0.1730   -0.2094   2.5754     0.3129 5.3773 0.6774 5.4506 0.1085 5.4164 
  OCF 2.1901   2.9666 * 2.9047   5.5165 ** 0.7881   0.5484     0.0850 1.7371 0.0188 1.7212 0.4590 1.7293 
  Lev 0.7790   0.0810   -0.4485   0.0326   1.0045   0.3938     0.7760 4.7489 0.8566 4.6906 0.5303 4.8148 
  pBank -0.1842   0.2199   -0.0753   0.0443   -0.1763   0.8347     0.6391 5.3626 0.8332 5.3304 0.3609 5.4441 
  Growth 0.7768   2.9585 * 0.5908   1.6831   0.5457   2.2483     0.0854 1.2485 0.1945 1.2563 0.1338 1.2510 
  MB -0.1980   6.0758 ** -0.1482   4.2951 ** 0.0424   0.5724     0.0137 1.3620 0.0382 1.4152 0.4493 1.3666 
  Tax 0.3677   0.0144   -2.6216   0.6057   1.7536   0.2341     0.9046 1.4729 0.4364 1.5276 0.6285 1.4648 
  AC 0.3461   1.8064   0.0495   0.0372   0.2083   0.3245     0.1789 1.5989 0.8470 1.6342 0.5689 1.6299 
  Lag 0.0272   0.0064   0.0131   0.0012   -0.0367   0.0065     0.9361 1.4093 0.9720 1.3966 0.9356 1.3968 
  Busy -0.1138   0.1409   -0.1650   0.2784   0.2316   0.3338     0.7074 1.0975 0.5977 1.1199 0.5635 1.0860 
  Noe 0.0393   2.3126   0.0324   1.4346   0.0654   6.2741 **   0.1283 3.3787 0.2310 3.4170 0.0123 3.4018 
  Std -9.3763   15.0642 *** -9.8532   13.9018 *** -6.7550   18.2430 ***   0.0001 1.3080 0.0002 1.3054 0.0000 1.3128 
  Intercept 0.2433   0.0086   0.4520   0.0280   -1.5294   0.2779     0.9259 - 0.8671 - 0.5981 - 
Nagelkerke R2 0.1891 0.2127 0.1505               
Number of Obs. 1102 1015 1125               

 

  



 CCIII 

Appendix 168: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong10 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong10 -0.0906   0.0894   -0.1355   0.1508   -0.2811   0.6531     0.7650 1.2816 0.6978 1.2816 0.4190 1.2516 
Audit Firm-Specific Variables                                       
  Big4 -0.7391   6.5443 ** -0.1135   0.1013   -0.5205   2.0601     0.0105 1.9253 0.7503 1.9253 0.1512 2.0176 
  IndExp -0.9210   3.8377 * -0.1896   0.1267   -0.4191   0.6577     0.0501 1.6803 0.7219 1.6803 0.4174 1.6168 
  Office -0.0380   0.4716   -0.0542   0.7259   -0.0028   0.0020     0.4923 2.2074 0.3942 2.2074 0.9639 2.2720 
Client-Specific Variables                                       
  Age -0.0456   0.2211   0.0773   0.2540   0.1351   1.1163     0.6382 1.3835 0.6142 1.3835 0.2907 1.3627 
  Size -0.0599   0.3295   0.0303   0.0474   -0.0251   0.0316     0.5660 5.4004 0.8277 5.4004 0.8590 5.4769 
  OCF 2.0862   3.5862 * 3.1436   4.8949 ** 2.5592   3.7968 *   0.0583 1.7265 0.0269 1.7265 0.0514 1.7320 
  Lev -0.7695   0.1453   -1.8808   0.5517   1.9162   0.7771     0.7031 4.8170 0.4576 4.8170 0.3780 6.4142 
  pBank -0.1145   0.1632   0.0730   0.0474   -0.6351   4.4059 **   0.6862 5.4434 0.8276 5.4434 0.0358 7.0930 
  Growth 0.2195   0.3021   0.7783   2.2042   0.7020   1.0520     0.5825 1.2506 0.1376 1.2506 0.3050 1.3260 
  MB -0.1295   5.5240 ** -0.1936   5.6540 ** -0.2069   4.7597 **   0.0188 1.3677 0.0174 1.3677 0.0291 1.4787 
  Tax -2.5872   0.7781   -4.6758   1.4215   -1.0580   0.0555     0.3777 1.4630 0.2332 1.4630 0.8138 1.5562 
  AC 0.1122   0.2001   -0.1225   0.1658   0.0398   0.0203     0.6546 1.6298 0.6839 1.6298 0.8868 1.6433 
  Lag -0.0785   0.0554   -0.2371   0.3375   -0.3581   0.6846     0.8140 1.3970 0.5613 1.3970 0.4080 1.3724 
  Busy 0.0879   0.1044   -0.2348   0.4184   -0.2360   0.4165     0.7466 1.0857 0.5178 1.0857 0.5187 1.0486 
  Noe 0.0509   6.7636 *** 0.0307   1.0205   0.0343   1.1494     0.0093 3.4048 0.3124 3.4048 0.2837 3.5328 
  Std -2.7639   7.4390 *** -11.7903   17.5926 *** -9.6838   9.3993 ***   0.0064 1.3127 0.0000 1.3127 0.0022 1.2827 
  Intercept -0.0683   0.0009   0.9396   0.1215   -1.2749   0.1508     0.9765 - 0.7274 - 0.6977 - 
Nagelkerke R2 0.1470 0.2158 0.2325               
Number of Obs. 1125 1125 834               

 

  



 CCIV 

Appendix 169: Benchmark Sensitivity Analyses at Audit Firm Level: MBEFE on FTLong10 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Freq. Beat Freq. Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variable                                       
  FTLong10 -0.0277   0.0079   -0.1886   0.3497   0.4156   1.8639     0.9292 1.2812 0.5543 1.3019 0.1722 1.2816 
Audit Firm-Specific Variables                                       
  Big4 0.1269   0.1710   -0.1127   0.1218   -0.6274   2.9926 *   0.6793 1.9228 0.7271 1.9716 0.0836 1.9253 
  IndExp -0.6198   1.8433   -0.4291   0.8965   -0.8187   2.6415     0.1746 1.6985 0.3437 1.7062 0.1041 1.6803 
  Office -0.0932   2.5071   -0.0665   1.1566   0.0717   1.3410     0.1133 2.2177 0.2822 2.2921 0.2469 2.2074 
Client-Specific Variables                                       
  Age 0.1222   1.1123   0.0468   0.1503   0.0020   0.0002     0.2916 1.3739 0.6982 1.4222 0.9882 1.3835 
  Size -0.1148   0.9820   -0.0527   0.2052   -0.2239   3.0128 *   0.3217 5.3585 0.6506 5.4392 0.0826 5.4004 
  OCF 2.2009   3.0304 * 2.8596   5.4144 ** 0.7518   0.4986     0.0817 1.7336 0.0200 1.7177 0.4801 1.7265 
  Lev 0.7534   0.0758   -0.4576   0.0348   1.1075   0.4716     0.7831 4.7495 0.8521 4.6937 0.4923 4.8170 
  pBank -0.1811   0.2130   -0.0737   0.0437   -0.1956   0.9950     0.6444 5.3616 0.8343 5.3311 0.3185 5.4434 
  Growth 0.7770   2.9605 * 0.5919   1.7130   0.5570   2.3618     0.0853 1.2482 0.1906 1.2557 0.1243 1.2506 
  MB -0.1985   6.0293 ** -0.1496   4.3010 ** 0.0463   0.7018     0.0141 1.3631 0.0381 1.4162 0.4022 1.3677 
  Tax 0.3631   0.0140   -2.4951   0.5492   1.7999   0.2489     0.9060 1.4705 0.4586 1.5233 0.6179 1.4630 
  AC 0.3464   1.8086   0.0466   0.0329   0.1991   0.2916     0.1787 1.5991 0.8561 1.6336 0.5892 1.6298 
  Lag 0.0269   0.0063   0.0133   0.0013   -0.0348   0.0062     0.9367 1.4096 0.9716 1.3973 0.9374 1.3970 
  Busy -0.1132   0.1392   -0.1749   0.3136   0.2279   0.3220     0.7091 1.0973 0.5755 1.1196 0.5704 1.0857 
  Noe 0.0392   2.2888   0.0331   1.5051   0.0648   6.1276 **   0.1303 3.3816 0.2199 3.4195 0.0133 3.4048 
  Std -9.3728   15.0161 *** -9.8197   13.7796 *** -6.7598   18.3793 ***   0.0001 1.3075 0.0002 1.3056 0.0000 1.3127 
  Intercept 0.2312   0.0079   0.5492   0.0425   -1.5187   0.2843     0.9290 - 0.8366 - 0.5939 - 
Nagelkerke R2 0.1891 0.2122 0.1531               
Number of Obs. 1102 1015 1125               

 



 CCV 

Appendix 170: Benchmark Analysis at Audit Partner Level: MBEFE on EPT and RPT 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variables               
  EPT 0.0734   1.2162     0.2701 1.3276 
  RPT 0.0700   0.9446     0.3311 1.2839 
Audit Partner-Specific Variables             
  EPExp 0.0084   0.1380     0.7103 1.3414 
  RPExp -0.0520   8.0166 ***   0.0046 1.2223 
  EPAbility -0.1072   0.0521     0.8195 1.0827 
  RPAbility 0.1309   0.2707     0.6028 1.1881 
  Gender -0.2331   0.8457     0.3578 1.1242 
Audit Firm-Specific Variables             
  Big4 -0.1366   0.1821     0.6696 1.9820 
  IndExp -0.3654   0.7060     0.4008 1.6918 
  Office -0.0357   0.3506     0.5538 2.2878 
Client-Specific Variables               
  Age 0.0721   0.3401     0.5598 1.3726 
  Size -0.0572   0.2612     0.6093 5.4391 
  OCF 2.4521   4.2606 **   0.0390 1.7324 
  Lev -0.4243   0.0281     0.8669 4.8580 
  pBank -0.1115   0.0960     0.7566 5.4990 
  Growth 0.7740   3.3260 *   0.0682 1.2591 
  MB -0.1795   6.2781 **   0.0122 1.3939 
  Tax -1.1006   0.1129     0.7369 1.4827 
  AC 0.2265   0.8138     0.3670 1.6619 
  Lag 0.0312   0.0090     0.9243 1.4061 
  Busy -0.1978   0.4577     0.4987 1.0941 
  Noe 0.0304   1.3204     0.2505 3.4814 
  Std -9.6710   15.4871 ***   0.0001 1.3330 
  Y2008 -0.1228   0.1191     0.7300 1.6783 
  Y2009 -0.4188   1.1785     0.2777 1.7674 
  Intercept 0.0492   0.0004     0.9839 - 
Nagelkerke R2 0.2263       
Number of Obs. 1125       

 

  



 CCVI 

Appendix 171: Benchmark Analysis at Audit Partner Level: MBEFE on EPTShort and 
RPTShort 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTShort -0.4901   3.7249 *   0.0536 1.2988 
  RPTShort -0.2500   0.9601     0.3272 1.2456 
Audit Partner-Specific Variables             
  EPExp 0.0044   0.0401     0.8413 1.3220 
  RPExp -0.0521   8.3188 ***   0.0039 1.1949 
  EPAbility -0.1074   0.0528     0.8183 1.0826 
  RPAbility 0.1085   0.1894     0.6634 1.1881 
  Gender -0.2213   0.7739     0.3790 1.1223 
Audit Firm-Specific Variables             
  Big4 -0.1564   0.2430     0.6221 1.9759 
  IndExp -0.4147   0.8763     0.3492 1.6927 
  Office -0.0358   0.3565     0.5505 2.2843 
Client-Specific Variables               
  Age 0.0595   0.2324     0.6298 1.3714 
  Size -0.0528   0.2207     0.6385 5.4363 
  OCF 2.4574   4.4276 **   0.0354 1.7320 
  Lev -0.4783   0.0352     0.8511 4.8573 
  pBank -0.1132   0.0974     0.7550 5.4930 
  Growth 0.7560   3.2251 *   0.0725 1.2597 
  MB -0.1706   5.6532 **   0.0174 1.3913 
  Tax -1.5954   0.2332     0.6292 1.4795 
  AC 0.2400   0.9296     0.3350 1.6607 
  Lag -0.0116   0.0013     0.9717 1.4050 
  Busy -0.2025   0.4785     0.4891 1.0940 
  Noe 0.0292   1.1871     0.2759 3.4753 
  Std -9.6833   14.9973 ***   0.0001 1.3321 
  Intercept 1.1672   0.2302     0.6314 - 
Nagelkerke R2 0.2323       
Number of Obs. 1125       

 

  



 CCVII 

Appendix 172: Benchmark Analysis at Audit Partner Level: MBEFE on EPTLong and 
RPTLong 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTLong 0.1615   0.1831     0.6687 1.1543 
  RPTLong 0.3723   0.9955     0.3184 1.1469 
Audit Partner-Specific Variables             
  EPExp 0.0129   0.3183     0.5726 1.2860 
  RPExp -0.0492   7.4719 ***   0.0063 1.1907 
  EPAbility -0.1115   0.0551     0.8145 1.0830 
  RPAbility 0.1660   0.4351     0.5095 1.1873 
  Gender -0.2499   0.9666     0.3255 1.1224 
Audit Firm-Specific Variables             
  Big4 -0.1339   0.1729     0.6775 1.9753 
  IndExp -0.3359   0.6071     0.4359 1.6932 
  Office -0.0361   0.3513     0.5534 2.2804 
Client-Specific Variables               
  Age 0.0786   0.4236     0.5152 1.3696 
  Size -0.0622   0.3185     0.5725 5.4396 
  OCF 2.4398   4.1933 **   0.0406 1.7327 
  Lev -0.2522   0.0100     0.9205 4.8278 
  pBank -0.1361   0.1442     0.7042 5.4597 
  Growth 0.7940   3.4527 *   0.0631 1.2574 
  MB -0.1842   6.7740 ***   0.0092 1.3926 
  Tax -1.3270   0.1635     0.6860 1.4787 
  AC 0.2099   0.7139     0.3982 1.6604 
  Lag 0.0377   0.0133     0.9081 1.4024 
  Busy -0.1783   0.3619     0.5475 1.0922 
  Noe 0.0316   1.4828     0.2233 3.4768 
  Std -9.6735   15.4688 ***   0.0001 1.3299 
  Intercept 0.2513   0.0106     0.9180 - 
Nagelkerke R2 0.2235       
Number of Obs. 1125       

 

  



 CCVIII 

Appendix 173: Benchmark Analysis at Audit Partner Level: MBEFE on EPTShort and 
EPTLong as well as RPTShort and RPTLong 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTShort -0.5560   3.6042 *   0.0576 1.6732 
  EPTLong -0.2167   0.2560     0.6129 1.4873 
  RPTShort -0.1863   0.4398     0.5072 1.5680 
  RPTLong 0.2244   0.3043     0.5812 1.4427 
Audit Partner-Specific Variables             
  EPExp 0.0046   0.0421     0.8375 1.3323 
  RPExp -0.0535   8.3535 ***   0.0038 1.2081 
  EPAbility -0.1169   0.0611     0.8048 1.0832 
  RPAbility 0.1059   0.1819     0.6698 1.1893 
  Gender -0.2205   0.7702     0.3802 1.1236 
Audit Firm-Specific Variables             
  Big4 -0.1579   0.2434     0.6218 1.9796 
  IndExp -0.4080   0.8543     0.3553 1.6941 
  Office -0.0333   0.3081     0.5789 2.2877 
Client-Specific Variables               
  Age 0.0600   0.2379     0.6258 1.3714 
  Size -0.0556   0.2464     0.6196 5.4444 
  OCF 2.4506   4.3056 **   0.0380 1.7330 
  Lev -0.502   0.039     0.843 4.857 
  pBank -0.1131   0.0980     0.7542 5.4978 
  Growth 0.7490   3.1209 *   0.0773 1.2599 
  MB -0.1727   5.7327 **   0.0167 1.3984 
  Tax -1.5863   0.2282     0.6329 1.4802 
  AC 0.2428   0.9485     0.3301 1.6609 
  Lag -0.0132   0.0016     0.9678 1.4050 
  Busy 0.0297   1.2569     0.2622 3.4781 
  Noe -9.7407   14.9448 ***   0.0001 1.3330 
  Std -0.2083   0.5077     0.4761 1.0940 
  Intercept 1.1981   0.2462     0.6198 - 
Nagelkerke R2 0.2330       
Number of Obs. 1125       

 

  



 CCIX 

Appendix 174: Benchmark Analysis at Audit Partner Level: MBEFE on EPTShort2 and 
RPTShort2 

Variable Coeff.   Wald     
p-Value VIF       

Test Variables               
  EPTShort2 -0.0848   0.1368     0.7115 1.3520 
  RPTShort2 -0.0562   0.0566     0.8119 1.3163 
Audit Partner-Specific Variables             
  EPExp 0.0151   0.4542     0.5004 1.3148 
  RPExp -0.0466   6.9946 ***   0.0082 1.1925 
  EPAbility -0.1029   0.0463     0.8297 1.0825 
  RPAbility 0.1558   0.3963     0.5290 1.1895 
  Gender -0.2311   0.8420     0.3588 1.1250 
Audit Firm-Specific Variables             
  Big4 -0.1455   0.2086     0.6479 1.9750 
  IndExp -0.3261   0.5493     0.4586 1.6919 
  Office -0.0384   0.4103     0.5218 2.2832 
Client-Specific Variables               
  Age 0.0760   0.3866     0.5341 1.3740 
  Size -0.0527   0.2215     0.6379 5.4504 
  OCF 2.5283   4.5789 **   0.0324 1.7332 
  Lev -0.2757   0.0120     0.9129 4.8609 
  pBank -0.1272   0.1257     0.7230 5.5142 
  Growth 0.7944   3.4989 *   0.0614 1.2627 
  MB -0.1803   6.3150 **   0.0120 1.3930 
  Tax -1.4091   0.1856     0.6666 1.4856 
  AC 0.2091   0.6887     0.4066 1.6623 
  Lag 0.0319   0.0093     0.9232 1.4058 
  Busy -0.1796   0.3803     0.5374 1.0933 
  Noe 0.0313   1.3846     0.2393 3.4815 
  Std -9.7508   15.6147 ***   0.0001 1.3355 
  Intercept 0.2972   0.0148     0.9032 - 
Nagelkerke R2 0.2215       
Number of Obs. 1125       

 

  



 CCX 

Appendix 175: Benchmark Analysis at Audit Partner Level: MBEFE on EPTLong5 and 
RPTLong5 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variables               
  EPTLong5 0.5706   4.6860 **   0.0304 1.2302 
  RPTLong5 0.2053   0.4890     0.4844 1.1966 
Audit Partner-Specific Variables             
  EPExp 0.0050   0.0519     0.8199 1.3066 
  RPExp -0.0503   7.9075 ***   0.0049 1.1950 
  EPAbility -0.0866   0.0348     0.8521 1.0834 
  RPAbility 0.1239   0.2328     0.6294 1.1882 
  Gender -0.2484   0.9531     0.3289 1.1219 
Audit Firm-Specific Variables             
  Big4 -0.1423   0.1956     0.6583 1.9759 
  IndExp -0.4029   0.8334     0.3613 1.6936 
  Office -0.0394   0.4152     0.5194 2.2917 
Client-Specific Variables               
  Age 0.0703   0.3362     0.5620 1.3691 
  Size -0.0622   0.3111     0.5770 5.4357 
  OCF 2.5081   4.3639 **   0.0367 1.7323 
  Lev -0.3936   0.0236     0.8779 4.8490 
  pBank -0.1271   0.1216     0.7273 5.4723 
  Growth 0.7685   3.3824 *   0.0659 1.2578 
  MB -0.1771   6.1844 **   0.0129 1.3893 
  Tax -1.7169   0.2766     0.5990 1.4796 
  AC 0.2429   0.9552     0.3284 1.6611 
  Lag -0.0034   0.0001     0.9916 1.4051 
  Busy -0.1965   0.4481     0.5032 1.0924 
  Noe 0.0304   1.3619     0.2432 3.4725 
  Std -9.6583   15.2339 ***   0.0001 1.3303 
  Intercept 0.5150   0.0437     0.8345 - 
Nagelkerke R2 0.2304       
Number of Obs. 1125       



 CCXI 

Appendix 176: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPT and RPT (1/3) 

  Less FT ≤ 3 Median Beat by 1 Cent   Less FT ≤ 3 Median Beat by 1 Cent 

Variable Coeff.   Wald   Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF p-Value VIF               
Test Variables                                       
  EPT 0.0085   0.0142   0.0283   0.1934   0.0158   0.0393     0.9052 1.2233 0.6601 1.3276 0.8428 1.3276 
  RPT 0.0048   0.0036   0.1206   3.3460 * 0.0997   1.2952     0.9520 1.2086 0.0674 1.2839 0.2551 1.2839 
Audit Partner-Specific Variables                                       
  EPExp 0.0355   2.3041   -0.0140   0.4885   0.0146   0.3416     0.1290 1.4954 0.4846 1.3414 0.5589 1.3414 
  RPExp -0.0455   5.0118 ** -0.0304   2.9287 * -0.0509   6.1896 **   0.0252 1.2777 0.0870 1.2223 0.0129 1.2223 
  EPAbility -0.0583   0.0148   0.4834   2.0672   0.5546   1.4333     0.9032 1.1217 0.1505 1.0827 0.2312 1.0827 
  RPAbility 0.1593   0.2495   -0.4293   2.7943 * 0.1653   0.2912     0.6174 1.2149 0.0946 1.1881 0.5894 1.1881 
  Gender -0.2879   0.8525   -0.3130   1.4264   -0.5408   2.7921 *   0.3558 1.1621 0.2324 1.1242 0.0947 1.1242 
Audit Firm-Specific Variables                                       
  Big4 0.1189   0.0934   -0.8087   7.7717 *** -0.0751   0.0441     0.7599 2.1440 0.0053 1.9820 0.8337 1.9820 
  IndExp -0.5624   1.1246   -0.9758   4.5324 ** -0.1745   0.1088     0.2889 1.7399 0.0333 1.6918 0.7415 1.6918 
  Office -0.0559   0.5467   -0.0177   0.0898   -0.0414   0.3887     0.4597 2.5055 0.7644 2.2878 0.5330 2.2878 
Client-Specific Variables                                       
  Age 0.1027   0.4107   -0.0446   0.1902   0.0890   0.3053     0.5216 1.4561 0.6627 1.3726 0.5805 1.3726 
  Size -0.0720   0.3256   -0.0322   0.0897   0.0139   0.0108     0.5682 5.7882 0.7646 5.4391 0.9172 5.4391 
  OCF 2.1991   2.1943   2.0698   3.3630 * 2.9578   4.6492 **   0.1385 1.9901 0.0667 1.7324 0.0311 1.7324 
  Lev 0.3349   0.0188   -0.9567   0.1904   -1.8928   0.5356     0.8908 4.2609 0.6625 4.8580 0.4642 4.8580 
  pBank -0.0833   0.0578   -0.0893   0.0831   0.0812   0.0560     0.8100 4.8637 0.7731 5.4990 0.8129 5.4990 
  Growth 0.6267   1.0904   0.2473   0.3919   0.7845   2.2360     0.2964 1.2713 0.5313 1.2591 0.1348 1.2591 
  MB -0.1871   4.7952 ** -0.1293   4.8912 ** -0.2007   6.1534 **   0.0285 1.5192 0.0270 1.3939 0.0131 1.3939 
  Tax 0.9253   0.0595   -2.5633   0.7530   -4.6813   1.4824     0.8073 1.5616 0.3855 1.4827 0.2234 1.4827 
  AC 0.0058   0.0004   0.0648   0.0659   -0.0634   0.0433     0.9837 1.6491 0.7973 1.6619 0.8352 1.6619 
  Lag 0.0949   0.0683   -0.0664   0.0429   -0.1698   0.1759     0.7938 1.4693 0.8358 1.4061 0.6749 1.4061 
  Busy 0.0621   0.0282   0.0068   0.0006   -0.2328   0.4596     0.8666 1.1964 0.9804 1.0941 0.4978 1.0941 
  Noe 0.0261   0.8147   0.0490   6.0396 ** 0.0275   0.7954     0.3667 3.7862 0.0140 3.4814 0.3725 3.4814 
  Std -9.1197   10.1589 *** -2.9638   8.4675 *** -11.7036   17.7095 ***   0.0014 1.4008 0.0036 1.3330 0.0000 1.3330 
  Intercept -0.0354   0.0002   -0.3430   0.0217   0.9572   0.1279     0.9894 - 0.8828 - 0.7206 - 
Nagelkerke R2 0.2336 0.1651 0.2351               
Number of Obs. 747 1125 1125               

 

  



 CCXII 

Appendix 177: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPT and RPT (2/3) 

  Less Real Earnings Less FreqBeat   Less Real Earnings Less FreqBeat 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPT 0.0571   0.5790   0.0991   2.1382     0.4467 1.3436 0.1437 1.3133 
  RPT -0.0181   0.0490   0.0578   0.5895     0.8248 1.2954 0.4426 1.2804 
Audit Partner-Specific Variables                           
  EPExp 0.0092   0.1311   0.0051   0.0461     0.7173 1.3514 0.8299 1.3408 
  RPExp -0.0621   7.8426 *** -0.0455   5.3897 **   0.0051 1.2208 0.0203 1.2354 
  EPAbility 0.1030   0.0319   -0.0991   0.0433     0.8582 1.1078 0.8352 1.0814 
  RPAbility 0.2512   0.7595   -0.0508   0.0353     0.3835 1.1591 0.8510 1.2010 
  Gender -0.3058   1.1387   -0.1027   0.1635     0.2859 1.1607 0.6860 1.1283 
Audit Firm-Specific Variables                           
  Big4 -0.4721   1.6624   0.1264   0.1594     0.1973 2.0631 0.6897 1.9709 
  IndExp -0.3922   0.6247   -0.5761   1.6143     0.4293 1.6273 0.2039 1.7097 
  Office 0.0051   0.0058   -0.0809   1.7983     0.9392 2.3563 0.1799 2.2992 
Client-Specific Variables                           
  Age 0.0962   0.5190   0.1033   0.7191     0.4713 1.3513 0.3964 1.3640 
  Size -0.0644   0.2200   -0.1001   0.7209     0.6391 5.5016 0.3958 5.4171 
  OCF 2.3118   3.0378 * 2.1082   2.7779 *   0.0813 1.7462 0.0956 1.7378 
  Lev 1.9278   0.7591   0.4775   0.0323     0.3836 6.4516 0.8575 4.7967 
  pBank -0.6174   3.9774 ** -0.1463   0.1499     0.0461 7.1489 0.6986 5.4270 
  Growth 0.8034   1.3280   0.7634   2.8776 *   0.2492 1.3344 0.0898 1.2571 
  MB -0.2152   5.4285 ** -0.2001   6.1847 **   0.0198 1.5264 0.0129 1.3933 
  Tax -0.8081   0.0328   0.9913   0.0914     0.8562 1.5743 0.7624 1.4852 
  AC 0.1295   0.2215   0.3816   2.0955     0.6379 1.6920 0.1477 1.6277 
  Lag -0.2888   0.5044   0.0733   0.0478     0.4776 1.3900 0.8269 1.4196 
  Busy -0.1196   0.1120   -0.1256   0.1756     0.7378 1.0689 0.6751 1.1053 
  Noe 0.0364   1.2626   0.0359   1.8676     0.2612 3.6174 0.1718 3.4594 
  Std -9.5624   8.8347 *** -9.2013   15.2832 ***   0.0030 1.3186 0.0001 1.3290 
  Intercept -0.4863   0.0241   0.1169   0.0021     0.8767 - 0.9631 - 
Nagelkerke R2 0.2543 0.2044           
Number of Obs. 834 1125           
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Appendix 178: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPT and RPT (3/3) 

  Less FreqAF_Switch Just Miss   Less FreqAF_Switch Just Miss 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPT 0.0503   0.5182   0.0272   0.1354     0.4716 1.3004 0.7129 1.3276 
  RPT 0.0661   0.7903   0.0343   0.2233     0.3740 1.2742 0.6366 1.2839 
Audit Partner-Specific Variables                           
  EPExp 0.0204   0.8024   0.0051   0.0361     0.3704 1.3675 0.8494 1.3414 
  RPExp -0.0571   9.5134 *** -0.0221   1.2732     0.0020 1.2420 0.2592 1.2223 
  EPAbility -0.2477   0.2566   0.4431   1.1174     0.6125 1.0913 0.2905 1.0827 
  RPAbility 0.1481   0.3359   -0.6983   2.9705 *   0.5622 1.1861 0.0848 1.1881 
  Gender -0.2686   0.9533   0.1985   0.4573     0.3289 1.1305 0.4989 1.1242 
Audit Firm-Specific Variables                           
  Big4 -0.0601   0.0341   -0.7706   4.4226 **   0.8534 2.0310 0.0355 1.9820 
  IndExp -0.4303   0.9405   -0.8853   3.1535 *   0.3321 1.7229 0.0758 1.6918 
  Office -0.0577   0.8080   0.0735   1.1870     0.3687 2.3892 0.2759 2.2878 
Client-Specific Variables                           
  Age 0.0203   0.0253   0.0393   0.0877     0.8735 1.4069 0.7671 1.3726 
  Size -0.0588   0.2679   -0.1624   1.5262     0.6048 5.4818 0.2167 5.4391 
  OCF 2.6020   4.6234 ** 0.8478   0.6076     0.0315 1.7247 0.4357 1.7324 
  Lev -0.3668   0.0253   0.6153   0.1372     0.8735 4.7394 0.7110 4.8580 
  pBank -0.0716   0.0469   -0.1358   0.4556     0.8286 5.3925 0.4997 5.4990 
  Growth 0.5864   1.6413   0.5005   1.7878     0.2001 1.2677 0.1812 1.2591 
  MB -0.1603   5.0929 ** 0.0500   0.7256     0.0240 1.4477 0.3943 1.3939 
  Tax -1.2318   0.1347   1.9193   0.2655     0.7136 1.5483 0.6063 1.4827 
  AC 0.1155   0.1890   0.1731   0.1991     0.6637 1.6638 0.6555 1.6619 
  Lag 0.1202   0.1119   -0.0093   0.0004     0.7380 1.4145 0.9831 1.4061 
  Busy -0.1253   0.1644   0.1662   0.1625     0.6851 1.1327 0.6869 1.0941 
  Noe 0.0302   1.2395   0.0677   7.0884 ***   0.2656 3.4962 0.0078 3.4814 
  Std -9.8132   14.1700 *** -6.9251   22.3172 ***   0.0002 1.3326 0.0000 1.3330 
  Intercept 0.3648   0.0205   -1.8681   0.4010     0.8862 - 0.5266 - 
Nagelkerke R2 0.2340 0.1644           
Number of Obs. 1125 1125           

 

  



 CCXIV 

Appendix 179: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTShort and RPTShort (1/3) 

  Less FT ≤ 3 Median Beat by 1 Cent   Less FT ≤ 3 Median Beat by 1 Cent 

Variable Coeff.   Wald   Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF p-Value VIF               
Test Variables                                       
  EPTShort -0.3808   1.9871   -0.3540   2.0881   -0.2680   0.7204     0.1586 1.2179 0.1485 1.2988 0.3960 1.2988 
  RPTShort -0.1244   0.2122   -0.3533   2.0843   -0.6049   3.7780 *   0.6450 1.1815 0.1488 1.2456 0.0519 1.2456 
Audit Partner-Specific Variables                                       
  EPExp 0.0246   1.0651   -0.0177   0.8008   0.0079   0.0977     0.3021 1.4763 0.3708 1.3220 0.7547 1.3220 
  RPExp -0.0486   5.8713 ** -0.0281   2.6267   -0.0550   7.2214 ***   0.0154 1.2459 0.1051 1.1949 0.0072 1.1949 
  EPAbility -0.0494   0.0109   0.4882   2.0833   0.5730   1.5473     0.9170 1.1218 0.1489 1.0826 0.2135 1.0826 
  RPAbility 0.1066   0.1107   -0.4356   2.9444 * 0.1351   0.2029     0.7394 1.2159 0.0862 1.1881 0.6524 1.1881 
  Gender -0.2647   0.7246   -0.2914   1.2277   -0.5259   2.6327     0.3946 1.1620 0.2679 1.1223 0.1047 1.1223 
Audit Firm-Specific Variables                                       
  Big4 0.0868   0.0497   -0.8033   7.7069 *** -0.0951   0.0722     0.8236 2.1436 0.0055 1.9759 0.7881 1.9759 
  IndExp -0.6225   1.3449   -1.0047   4.5595 ** -0.2671   0.2379     0.2462 1.7397 0.0327 1.6927 0.6257 1.6927 
  Office -0.0516   0.4649   -0.0208   0.1250   -0.0408   0.3836     0.4953 2.5097 0.7237 2.2843 0.5357 2.2843 
Client-Specific Variables                                       
  Age 0.1011   0.4110   -0.0572   0.3081   0.0783   0.2252     0.5215 1.4595 0.5789 1.3714 0.6351 1.3714 
  Size -0.0591   0.2128   -0.0262   0.0591   0.0178   0.0172     0.6446 5.7928 0.8079 5.4363 0.8956 5.4363 
  OCF 2.2437   2.3776   2.0865   3.5305 * 2.9248   4.8063 **   0.1231 1.9898 0.0603 1.7320 0.0284 1.7320 
  Lev 0.1362   0.0030   -1.0051   0.2122   -2.0882   0.6522     0.9565 4.2645 0.6451 4.8573 0.4193 4.8573 
  pBank -0.0600   0.0286   -0.0919   0.0889   0.0944   0.0763     0.8656 4.8715 0.7656 5.4930 0.7824 5.4930 
  Growth 0.5555   0.8581   0.2452   0.3891   0.7729   2.1929     0.3543 1.2713 0.5328 1.2597 0.1386 1.2597 
  MB -0.1773   4.0921 ** -0.1210   4.1554 ** -0.1914   5.5569 **   0.0431 1.5125 0.0415 1.3913 0.0184 1.3913 
  Tax 0.7588   0.0392   -3.0896   1.0802   -5.2075   1.7365     0.8430 1.5622 0.2987 1.4795 0.1876 1.4795 
  AC 0.0376   0.0179   0.0814   0.1050   -0.0565   0.0340     0.8936 1.6481 0.7459 1.6607 0.8537 1.6607 
  Lag 0.0487   0.0186   -0.1031   0.1042   -0.2167   0.2806     0.8915 1.4675 0.7468 1.4050 0.5963 1.4050 
  Busy 0.0511   0.0195   0.0086   0.0010   -0.2646   0.5741     0.8889 1.1951 0.9752 1.0940 0.4487 1.0940 
  Noe 0.0237   0.6698   0.0474   5.6334 ** 0.0263   0.6828     0.4131 3.7817 0.0176 3.4753 0.4086 3.4753 
  Std -9.0523   9.9094 *** -2.9593   8.2468 *** -11.5845   17.0504 ***   0.0016 1.4019 0.0041 1.3321 0.0000 1.3321 
  Intercept 0.5106   0.0384   0.7217   0.0988   2.2430   0.6934     0.8446 - 0.7532 - 0.4050 - 
Nagelkerke R2 0.2391 0.1683 0.2461               
Number of Obs. 747 1125 1125               
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Appendix 180: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTShort and RPTShort (2/3) 

  Less Real Earnings Less FreqBeat   Less Real Earnings Less FreqBeat 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTShort -0.4744   2.9254 * -0.5996   5.4206 **   0.0872 1.3041 0.0199 1.2815 
  RPTShort 0.0275   0.0094   -0.1945   0.5303     0.9228 1.2613 0.4665 1.2364 
Audit Partner-Specific Variables                           
  EPExp 0.0038   0.0220   0.0014   0.0034     0.8821 1.3235 0.9535 1.3227 
  RPExp -0.0629   8.2533 *** -0.0456   5.6049 **   0.0041 1.1948 0.0179 1.2047 
  EPAbility 0.0826   0.0205   -0.1000   0.0443     0.8860 1.1079 0.8333 1.0812 
  RPAbility 0.2130   0.5557   -0.0730   0.0739     0.4560 1.1580 0.7857 1.2009 
  Gender -0.3101   1.1693   -0.0894   0.1258     0.2796 1.1570 0.7229 1.1263 
Audit Firm-Specific Variables                           
  Big4 -0.4734   1.6815   0.1024   0.1060     0.1947 2.0522 0.7448 1.9643 
  IndExp -0.4193   0.7063   -0.6265   1.9027     0.4007 1.6264 0.1678 1.7095 
  Office 0.0069   0.0105   -0.0805   1.7982     0.9185 2.3554 0.1799 2.2952 
Client-Specific Variables                           
  Age 0.0907   0.4624   0.0907   0.5542     0.4965 1.3498 0.4566 1.3628 
  Size -0.0636   0.2159   -0.0962   0.6553     0.6422 5.4987 0.4182 5.4120 
  OCF 2.3557   3.1908 * 2.1041   2.8541 *   0.0741 1.7429 0.0911 1.7375 
  Lev 1.8367   0.6616   0.4157   0.0242     0.4160 6.4661 0.8764 4.7937 
  pBank -0.6164   3.7667 * -0.1459   0.1474     0.0523 7.1543 0.7010 5.4192 
  Growth 0.7628   1.1902   0.7432   2.7668 *   0.2753 1.3326 0.0962 1.2577 
  MB -0.2175   5.4423 ** -0.1909   5.5422 **   0.0197 1.5270 0.0186 1.3902 
  Tax -0.6392   0.0200   0.5249   0.0254     0.8877 1.5730 0.8733 1.4837 
  AC 0.1421   0.2686   0.3988   2.3349     0.6043 1.6913 0.1265 1.6264 
  Lag -0.2986   0.5469   0.0369   0.0121     0.4596 1.3862 0.9124 1.4181 
  Busy -0.1224   0.1179   -0.1248   0.1762     0.7313 1.0678 0.6747 1.1057 
  Noe 0.0360   1.2280   0.0343   1.6564     0.2678 3.6139 0.1981 3.4528 
  Std -9.6590   8.5444 *** -9.1808   14.6562 ***   0.0035 1.3161 0.0001 1.3278 
  Intercept 0.0222   0.0001   1.2871   0.2617     0.9943 - 0.6089 - 
Nagelkerke R2 0.2594 0.2116           
Number of Obs. 834 1125           
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Appendix 181: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTShort and RPTShort (3/3) 

  Less FreqAF_Switch Just Miss   Less FreqAF_Switch Just Miss 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTShort -0.4588   2.9452 * 0.2415   0.6903     0.0861 1.2873 0.4061 1.2988 
  RPTShort -0.2366   0.8264   -0.1279   0.2188     0.3633 1.2442 0.6400 1.2456 
Audit Partner-Specific Variables                           
  EPExp 0.0149   0.4348   0.0123   0.2290     0.5097 1.3515 0.6323 1.3220 
  RPExp -0.0576   9.9796 *** -0.0205   1.1037     0.0016 1.2150 0.2935 1.1949 
  EPAbility -0.2464   0.2619   0.4643   1.2353     0.6088 1.0915 0.2664 1.0826 
  RPAbility 0.1243   0.2395   -0.6841   2.8522 *   0.6246 1.1864 0.0913 1.1881 
  Gender -0.2574   0.8885   0.1904   0.4254     0.3459 1.1287 0.5142 1.1223 
Audit Firm-Specific Variables                           
  Big4 -0.0741   0.0523   -0.7961   4.8147 **   0.8192 2.0243 0.0282 1.9759 
  IndExp -0.4748   1.1026   -0.8677   2.9742 *   0.2937 1.7225 0.0846 1.6927 
  Office -0.0579   0.8175   0.0757   1.2923     0.3659 2.3888 0.2556 2.2843 
Client-Specific Variables                           
  Age 0.0063   0.0025   0.0528   0.1576     0.9603 1.4065 0.6914 1.3714 
  Size -0.0551   0.2312   -0.1621   1.5653     0.6306 5.4784 0.2109 5.4363 
  OCF 2.5558   4.5932 ** 0.8494   0.6083     0.0321 1.7255 0.4354 1.7320 
  Lev -0.4198   0.0323   0.6501   0.1584     0.8574 4.7364 0.6907 4.8573 
  pBank -0.0763   0.0515   -0.1397   0.4969     0.8205 5.3845 0.4809 5.4930 
  Growth 0.5646   1.5411   0.5042   1.7888     0.2144 1.2683 0.1811 1.2597 
  MB -0.1508   4.4667 ** 0.0455   0.6012     0.0346 1.4442 0.4381 1.3913 
  Tax -1.5626   0.2140   1.8514   0.2408     0.6437 1.5414 0.6237 1.4795 
  AC 0.1379   0.2732   0.1536   0.1578     0.6012 1.6631 0.6912 1.6607 
  Lag 0.0712   0.0393   0.0084   0.0004     0.8429 1.4125 0.9849 1.4050 
  Busy -0.1317   0.1826   0.1727   0.1753     0.6691 1.1329 0.6754 1.0940 
  Noe 0.0289   1.1125   0.0690   7.2793 ***   0.2915 3.4895 0.0070 3.4753 
  Std -9.8271   13.7030 *** -6.9597   21.5336 ***   0.0002 1.3318 0.0000 1.3321 
  Intercept 1.4058   0.3115   -2.0178   0.4481     0.5768 - 0.5032 - 
Nagelkerke R2 0.2406 0.1648           
Number of Obs. 1125 1125           
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Appendix 182: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTLong and RPTLong (1/3) 

  Less FT ≤ 3 Median Beat by 1 Cent   Less FT ≤ 3 Median Beat by 1 Cent 

Variable Coeff.   Wald   Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF p-Value VIF               
Test Variables                                       
  EPTLong 0.0483   0.0151   0.0205   0.0032   -0.3350   0.4654     0.9022 1.1601 0.9548 1.1543 0.4951 1.1543 
  RPTLong 0.2306   0.3410   0.2966   0.7047   0.1623   0.1098     0.5592 1.1507 0.4012 1.1469 0.7404 1.1469 
Audit Partner-Specific Variables                                       
  EPExp 0.0340   1.9045   -0.0100   0.2711   0.0217   0.7271     0.1676 1.4115 0.6026 1.2860 0.3938 1.2860 
  RPExp -0.0481   5.8038 ** -0.0230   1.6848   -0.0446   4.8502 **   0.0160 1.2346 0.1943 1.1907 0.0276 1.1907 
  EPAbility -0.0603   0.0159   0.4879   2.0132   0.5802   1.5081     0.8998 1.1224 0.1559 1.0830 0.2194 1.0830 
  RPAbility 0.1614   0.2577   -0.4057   2.5475   0.1849   0.3619     0.6117 1.2145 0.1105 1.1873 0.5474 1.1873 
  Gender -0.2997   0.9115   -0.3310   1.5606   -0.5285   2.6150     0.3397 1.1610 0.2116 1.1224 0.1059 1.1224 
Audit Firm-Specific Variables                                       
  Big4 0.1226   0.0975   -0.8031   7.6622 *** -0.0895   0.0626     0.7548 2.1312 0.0056 1.9753 0.8024 1.9753 
  IndExp -0.5661   1.1565   -0.9174   4.0302 ** -0.1111   0.0447     0.2822 1.7407 0.0447 1.6932 0.8325 1.6932 
  Office -0.0530   0.4813   -0.0233   0.1581   -0.0447   0.4580     0.4878 2.4824 0.6909 2.2804 0.4986 2.2804 
Client-Specific Variables                                       
  Age 0.1076   0.4688   -0.0372   0.1331   0.0905   0.3298     0.4935 1.4493 0.7152 1.3696 0.5658 1.3696 
  Size -0.0769   0.3809   -0.0394   0.1349   0.0210   0.0248     0.5371 5.7844 0.7134 5.4396 0.8748 5.4396 
  OCF 2.1545   2.0952   2.1077   3.5459 * 3.1010   4.7670 **   0.1478 1.9910 0.0597 1.7327 0.0290 1.7327 
  Lev 0.3351   0.0188   -0.6912   0.0987   -1.7487   0.4615     0.8909 4.1887 0.7534 4.8278 0.4969 4.8278 
  pBank -0.0846   0.0597   -0.1199   0.1487   0.0602   0.0312     0.8069 4.7947 0.6997 5.4597 0.8599 5.4597 
  Growth 0.6297   1.1129   0.2347   0.3467   0.8127   2.3714     0.2914 1.2700 0.5560 1.2574 0.1236 1.2574 
  MB -0.1911   5.0845 ** -0.1278   4.8737 ** -0.1997   6.3815 **   0.0241 1.5213 0.0273 1.3926 0.0115 1.3926 
  Tax 1.0890   0.0796   -2.9975   1.0548   -5.3940   1.9909     0.7779 1.5592 0.3044 1.4787 0.1582 1.4787 
  AC 0.0043   0.0002   0.0484   0.0372   -0.0692   0.0528     0.9876 1.6486 0.8470 1.6604 0.8183 1.6604 
  Lag 0.1057   0.0873   -0.0985   0.0962   -0.1775   0.1951     0.7677 1.4644 0.7564 1.4024 0.6587 1.4024 
  Busy 0.0646   0.0290   0.0378   0.0186   -0.2059   0.3491     0.8647 1.1936 0.8916 1.0922 0.5546 1.0922 
  Noe 0.0265   0.8742   0.0500   6.3531 ** 0.0283   0.8763     0.3498 3.7882 0.0117 3.4768 0.3492 3.4768 
  Std -9.0848   10.1924 *** -2.9142   8.1616 *** -11.9569   18.0582 ***   0.0014 1.3910 0.0043 1.3299 0.0000 1.3299 
  Intercept -0.0204   0.0001   0.0448   0.0004   1.0461   0.1538     0.9938 - 0.9845 - 0.6949 - 
Nagelkerke R2 0.2346 0.1588 0.2324               
Number of Obs. 747 1125 1125               
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Appendix 183: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTLong and RPTLong (2/3) 

  Less Real Earnings Less FreqBeat   Less Real Earnings Less FreqBeat 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTLong 0.1675   0.1624   0.2547   0.4234     0.6869 1.1872 0.5152 1.1410 
  RPTLong -0.0102   0.0005   0.2876   0.5454     0.9815 1.1661 0.4602 1.1380 
Audit Partner-Specific Variables                           
  EPExp 0.0121   0.2160   0.0106   0.1940     0.6421 1.2938 0.6596 1.2882 
  RPExp -0.0629   8.5855 *** -0.0423   4.9289 **   0.0034 1.1915 0.0264 1.2009 
  EPAbility 0.1101   0.0367   -0.1041   0.0465     0.8480 1.1087 0.8292 1.0817 
  RPAbility 0.2682   0.8777   -0.0043   0.0003     0.3488 1.1560 0.9874 1.1992 
  Gender -0.3132   1.2221   -0.1233   0.2365     0.2689 1.1579 0.6268 1.1271 
Audit Firm-Specific Variables                           
  Big4 -0.4845   1.7908   0.1248   0.1532     0.1808 2.0533 0.6955 1.9623 
  IndExp -0.4095   0.6930   -0.5542   1.4991     0.4051 1.6262 0.2208 1.7114 
  Office 0.0073   0.0120   -0.0813   1.7585     0.9129 2.3419 0.1848 2.2907 
Client-Specific Variables                           
  Age 0.1021   0.5879   0.1109   0.8658     0.4432 1.3476 0.3521 1.3612 
  Size -0.0636   0.2182   -0.1035   0.8031     0.6404 5.5030 0.3702 5.4133 
  OCF 2.2347   2.7760 * 2.1396   2.8831 *   0.0957 1.7414 0.0895 1.7384 
  Lev 1.9740   0.7991   0.6706   0.0640     0.3714 6.4428 0.8002 4.7610 
  pBank -0.6211   3.9995 ** -0.1709   0.2066     0.0455 7.1295 0.6495 5.3842 
  Growth 0.8136   1.3779   0.777   2.911 *   0.2405 1.3350 0.088 1.255 
  MB -0.2159   5.5554 ** -0.2052   6.7459 ***   0.0184 1.5292 0.0094 1.3905 
  Tax -0.8122   0.0327   0.7238   0.0494     0.8565 1.5733 0.8241 1.4824 
  AC 0.1186   0.1871   0.3599   1.9108     0.6653 1.6916 0.1669 1.6262 
  Lag -0.2753   0.4653   0.0802   0.0580     0.4951 1.3858 0.8097 1.4156 
  Busy -0.1285   0.1254   -0.1102   0.1300     0.7232 1.0569 0.7185 1.1038 
  Noe 0.0363   1.2585   0.0369   2.0442     0.2619 3.6265 0.1528 3.4543 
  Std -9.5113   8.8244 *** -9.2032   15.2827 ***   0.0030 1.3182 0.0001 1.3251 
  Intercept -0.5048   0.0267   0.3300   0.0172     0.8703 - 0.8955 - 
Nagelkerke R2 0.2536 0.2001           
Number of Obs. 834 1125           
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Appendix 184: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTLong and RPTLong (3/3) 

  Less FreqAF_Switch Just Miss   Less FreqAF_Switch Just Miss 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTLong 0.0493   0.0160   0.1532   0.1256     0.8995 1.1520 0.7230 1.1543 
  RPTLong 0.3748   0.9848   -0.1187   0.0890     0.3210 1.1511 0.7655 1.1469 
Audit Partner-Specific Variables                           
  EPExp 0.0240   1.0832   0.0070   0.0718     0.2980 1.3080 0.7888 1.2860 
  RPExp -0.0550   9.3364 *** -0.0182   0.8848     0.0022 1.2025 0.3469 1.1907 
  EPAbility -0.2439   0.2457   0.4626   1.2225     0.6201 1.0914 0.2689 1.0830 
  RPAbility 0.1739   0.4649   -0.6925   2.8775 *   0.4953 1.1862 0.0898 1.1873 
  Gender -0.2879   1.0801   0.1902   0.4209     0.2987 1.1293 0.5165 1.1224 
Audit Firm-Specific Variables                           
  Big4 -0.0532   0.0266   -0.7779   4.6330 **   0.8705 2.0220 0.0314 1.9753 
  IndExp -0.4098   0.8651   -0.8749   3.0346 *   0.3523 1.7241 0.0815 1.6932 
  Office -0.0591   0.8400   0.0703   1.0930     0.3594 2.3780 0.2958 2.2804 
Client-Specific Variables                           
  Age 0.0245   0.0385   0.0417   0.0997     0.8444 1.4054 0.7522 1.3696 
  Size -0.0654   0.3396   -0.1610   1.5150     0.5600 5.4817 0.2184 5.4396 
  OCF 2.6050   4.5978 ** 0.8832   0.6646     0.0320 1.7253 0.4149 1.7327 
  Lev -0.2458   0.0117   0.7573   0.2130     0.9139 4.7058 0.6444 4.8278 
  pBank -0.0887   0.0744   -0.1490   0.5531     0.7850 5.3497 0.4571 5.4597 
  Growth 0.602   1.707   0.502   1.759     0.191 1.265 0.185 1.257 
  MB -0.1635   5.3887 ** 0.0509   0.7372     0.0203 1.4495 0.3906 1.3926 
  Tax -1.5219   0.2016   1.7199   0.2163     0.6534 1.5413 0.6419 1.4787 
  AC 0.1011   0.1473   0.1738   0.2008     0.7011 1.6630 0.6540 1.6604 
  Lag 0.1250   0.1241   -0.0154   0.0012     0.7247 1.4065 0.9721 1.4024 
  Busy -0.1076   0.1184   0.1907   0.2167     0.7307 1.1308 0.6416 1.0922 
  Noe 0.0313   1.3898   0.0679   7.1153 ***   0.2384 3.4934 0.0076 3.4768 
  Std -9.8365   14.2034 *** -6.9802   22.0722 ***   0.0002 1.3292 0.0000 1.3299 
  Intercept 0.6003   0.0566   -1.7924   0.3650     0.8119 - 0.5457 - 
Nagelkerke R2 0.2326 0.1638           
Number of Obs. 1125 1125           
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Appendix 185: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTShort2 and RPTShort2 (1/3) 

  Less FT ≤ 3 Median Beat by 1 Cent   Less FT ≤ 3 Median Beat by 1 Cent 

Variable Coeff.   Wald   Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF p-Value VIF               
Test Variables                                       
  EPTShort2 0.0404   0.0251   -0.0937   0.1766   0.0695   0.0553     0.8741 1.1791 0.6743 1.3520 0.8140 1.3520 
  RPTShort2 0.1295   0.2471   -0.2404   1.1465   -0.3056   0.9579     0.6191 1.1818 0.2843 1.3163 0.3277 1.3163 
Audit Partner-Specific Variables                                       
  EPExp 0.0383   2.7436 * -0.0109   0.2982   0.0193   0.6182     0.0976 1.4407 0.5850 1.3148 0.4317 1.3148 
  RPExp -0.0431   4.9012 ** -0.0244   2.0956   -0.0477   5.7021 **   0.0268 1.2303 0.1477 1.1925 0.0169 1.1925 
  EPAbility -0.0528   0.0123   0.4848   2.0255   0.5606   1.4368     0.9117 1.1217 0.1547 1.0825 0.2307 1.0825 
  RPAbility 0.1810   0.3262   -0.4257   2.7401 * 0.1683   0.2990     0.5679 1.2178 0.0979 1.1895 0.5845 1.1895 
  Gender -0.3033   0.9379   -0.3117   1.4182   -0.5294   2.6965     0.3328 1.1641 0.2337 1.1250 0.1006 1.1250 
Audit Firm-Specific Variables                                       
  Big4 0.1322   0.1145   -0.8082   7.8525 *** -0.0845   0.0564     0.7351 2.1361 0.0051 1.9750 0.8122 1.9750 
  IndExp -0.5440   1.0125   -0.9306   4.0228 ** -0.1510   0.0805     0.3143 1.7416 0.0449 1.6919 0.7766 1.6919 
  Office -0.0590   0.6139   -0.0221   0.1404   -0.0437   0.4364     0.4333 2.4871 0.7079 2.2832 0.5089 2.2832 
Client-Specific Variables                                       
  Age 0.0972   0.3671   -0.0405   0.1599   0.0966   0.3600     0.5446 1.4600 0.6892 1.3740 0.5485 1.3740 
  Size -0.0773   0.3731   -0.0300   0.0776   0.0220   0.0270     0.5413 5.8033 0.7806 5.4504 0.8695 5.4504 
  OCF 2.2182   2.2065   2.1226   3.5398 * 3.0122   4.8122 **   0.1374 1.9889 0.0599 1.7332 0.0283 1.7332 
  Lev 0.4604   0.0354   -0.8367   0.1457   -1.8113   0.4922     0.8507 4.2653 0.7027 4.8609 0.4830 4.8609 
  pBank -0.1003   0.0838   -0.0958   0.0951   0.0781   0.0517     0.7723 4.8857 0.7578 5.5142 0.8201 5.5142 
  Growth 0.6441   1.1497   0.2566   0.4199   0.8189   2.4302     0.2836 1.2726 0.5170 1.2627 0.1190 1.2627 
  MB -0.1877   4.7874 ** -0.1284   4.7998 ** -0.2036   6.0839 **   0.0287 1.5159 0.0285 1.3930 0.0136 1.3930 
  Tax 0.8136   0.0455   -2.6004   0.7710   -4.7556   1.5223     0.8312 1.5628 0.3799 1.4856 0.2173 1.4856 
  AC -0.0008   0.0000   0.0589   0.0546   -0.0762   0.0622     0.9976 1.6505 0.8152 1.6623 0.8030 1.6623 
  Lag 0.0959   0.0691   -0.0814   0.0641   -0.1609   0.1555     0.7926 1.4683 0.8002 1.4058 0.6933 1.4058 
  Busy 0.0823   0.0501   0.0253   0.0083   -0.2275   0.4317     0.8229 1.1969 0.9276 1.0933 0.5111 1.0933 
  Noe 0.0264   0.8238   0.0489   6.0580 ** 0.0274   0.7801     0.3641 3.7872 0.0138 3.4815 0.3771 3.4815 
  Std -9.1683   10.2369 *** -2.9688   8.2616 *** -11.7447   18.1095 ***   0.0014 1.4087 0.0040 1.3355 0.0000 1.3355 
  Intercept -0.0823   0.0010   0.1732   0.0055   1.1880   0.1945     0.9749 - 0.9408 - 0.6592 - 
Nagelkerke R2 0.2342 0.1607 0.2337               
Number of Obs. 747 1125 1125               
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Appendix 186: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTShort2 and RPTShort2 (2/3) 

  Less Real Earnings Less FreqBeat   Less Real Earnings Less FreqBeat 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTShort2 0.0602   0.0533   -0.1168   0.2406     0.8175 1.3654 0.6238 1.3430 
  RPTShort2 0.1371   0.2456   -0.0435   0.0321     0.6202 1.3392 0.8577 1.3123 
Audit Partner-Specific Variables                           
  EPExp 0.0171   0.4614   0.0122   0.2658     0.4969 1.3227 0.6062 1.3175 
  RPExp -0.0611   8.2921 *** -0.0404   4.6561 **   0.0040 1.1917 0.0309 1.2012 
  EPAbility 0.1138   0.0390   -0.1009   0.0430     0.8434 1.1078 0.8357 1.0812 
  RPAbility 0.2925   1.0394   -0.0065   0.0006     0.3080 1.1600 0.9804 1.2023 
  Gender -0.3065   1.1368   -0.0995   0.1558     0.2863 1.1617 0.6930 1.1284 
Audit Firm-Specific Variables                           
  Big4 -0.4919   1.8081   0.1201   0.1433     0.1787 2.0553 0.7050 1.9648 
  IndExp -0.4111   0.6560   -0.5509   1.4862     0.4180 1.6267 0.2228 1.7101 
  Office 0.0051   0.0058   -0.0831   1.8875     0.9392 2.3521 0.1695 2.2938 
Client-Specific Variables                           
  Age 0.1041   0.6201   0.1092   0.8258     0.4310 1.3547 0.3635 1.3653 
  Size -0.0657   0.2285   -0.0994   0.7229     0.6327 5.5043 0.3952 5.4282 
  OCF 2.3012   3.0095 * 2.1720   2.9965 *   0.0828 1.7465 0.0834 1.7387 
  Lev 2.0030   0.8585   0.6650   0.0634     0.3542 6.4499 0.8011 4.7949 
  pBank -0.6282   4.3520 ** -0.1663   0.1947     0.0370 7.1606 0.6591 5.4390 
  Growth 0.8208   1.4133   0.7710   2.9079 *   0.2345 1.3407 0.0881 1.2610 
  MB -0.2139   5.5502 ** -0.2026   6.4360 **   0.0185 1.5254 0.0112 1.3926 
  Tax -1.0939   0.0577   0.6932   0.0459     0.8101 1.5782 0.8304 1.4878 
  AC 0.1098   0.1582   0.3659   1.9146     0.6908 1.6915 0.1665 1.6282 
  Lag -0.2806   0.4670   0.0665   0.0390     0.4944 1.3907 0.8435 1.4193 
  Busy -0.1196   0.1125   -0.1195   0.1578     0.7373 1.0681 0.6912 1.1043 
  Noe 0.0367   1.2754   0.0368   1.9623     0.2588 3.6142 0.1613 3.4594 
  Std -9.5764   9.0990 *** -9.2774   15.3587 ***   0.0026 1.3226 0.0001 1.3313 
  Intercept -0.5916   0.0361   0.4691   0.0346     0.8492 - 0.8524 - 
Nagelkerke R2 0.2542 0.1986           
Number of Obs. 834 1125           
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Appendix 187: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTShort2 and RPTShort2 (3/3) 

  Less FreqAF_Switch Just Miss   Less FreqAF_Switch Just Miss 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTShort2 -0.0566   0.0577   -0.2800   1.3328     0.8102 1.3107 0.2483 1.3520 
  RPTShort2 -0.1035   0.1818   -0.1232   0.2629     0.6699 1.2944 0.6081 1.3163 
Audit Partner-Specific Variables                           
  EPExp 0.0252   1.2383   0.0024   0.0078     0.2658 1.3387 0.9296 1.3148 
  RPExp -0.0530   8.9482 *** -0.0229   1.4138     0.0028 1.2097 0.2344 1.1925 
  EPAbility -0.2444   0.2429   0.4388   1.0802     0.6221 1.0912 0.2987 1.0825 
  RPAbility 0.1606   0.4041   -0.7175   3.0847 *   0.5250 1.1869 0.0790 1.1895 
  Gender -0.2674   0.9559   0.2061   0.4847     0.3282 1.1307 0.4863 1.1250 
Audit Firm-Specific Variables                           
  Big4 -0.0628   0.0379   -0.7598   4.3150 **   0.8457 2.0222 0.0378 1.9750 
  IndExp -0.4061   0.8180   -0.8839   3.0672 *   0.3658 1.7238 0.0799 1.6919 
  Office -0.0605   0.8936   0.0726   1.1531     0.3445 2.3835 0.2829 2.2832 
Client-Specific Variables                           
  Age 0.0227   0.0319   0.0304   0.0519     0.8581 1.4078 0.8198 1.3740 
  Size -0.0551   0.2349   -0.1610   1.4835     0.6279 5.4923 0.2232 5.4504 
  OCF 2.6824   4.9683 ** 0.8607   0.6221     0.0258 1.7250 0.4303 1.7332 
  Lev -0.2677   0.0139   0.5314   0.0999     0.9063 4.7384 0.7520 4.8609 
  pBank -0.0794   0.0591   -0.1233   0.3662     0.8079 5.4048 0.5451 5.5142 
  Growth 0.6057   1.7511   0.5195   1.8822     0.1857 1.2721 0.1701 1.2627 
  MB -0.1597   4.9454 ** 0.0526   0.7947     0.0262 1.4467 0.3727 1.3930 
  Tax -1.5525   0.2136   2.0538   0.3077     0.6440 1.5508 0.5791 1.4856 
  AC 0.0997   0.1396   0.1863   0.2295     0.7086 1.6640 0.6319 1.6623 
  Lag 0.1212   0.1122   -0.0074   0.0003     0.7377 1.4140 0.9865 1.4058 
  Busy -0.1118   0.1313   0.1623   0.1538     0.7171 1.1322 0.6949 1.0933 
  Noe 0.0305   1.2592   0.0673   6.9561 ***   0.2618 3.4960 0.0084 3.4815 
  Std -9.8682   14.3026 *** -6.9591   22.7429 ***   0.0002 1.3355 0.0000 1.3355 
  Intercept 0.6335   0.0626   -1.4248   0.2278     0.8024 - 0.6332 - 
Nagelkerke R2 0.2311 0.1673           
Number of Obs. 1125 1125           
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Appendix 188: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTLong5 and RPTLong5 (1/3) 

  Less FT ≤ 3 Median Beat by 1 Cent   Less FT ≤ 3 Median Beat by 1 Cent 

Variable Coeff.   Wald   Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF p-Value VIF               
Test Variables                                       
  EPTLong5 0.4314   2.5415   0.2148   0.6015   0.4430   1.7054     0.1109 1.2101 0.4380 1.2302 0.1916 1.2302 
  RPTLong5 0.0895   0.0863   0.3900   1.9391   0.2289   0.3496     0.7690 1.1729 0.1638 1.1966 0.5543 1.1966 
Audit Partner-Specific Variables                                       
  EPExp 0.0257   1.2470   -0.0143   0.5257   0.0084   0.1116     0.2641 1.4436 0.4684 1.3066 0.7384 1.3066 
  RPExp -0.0473   5.7507 ** -0.0270   2.3239   -0.0473   5.3031 **   0.0165 1.2408 0.1274 1.1950 0.0213 1.1950 
  EPAbility -0.0428   0.0083   0.4956   2.1549   0.5718   1.6047     0.9274 1.1226 0.1421 1.0834 0.2052 1.0834 
  RPAbility 0.1246   0.1444   -0.4190   2.6958   0.1624   0.2754     0.7040 1.2162 0.1006 1.1882 0.5997 1.1882 
  Gender -0.2972   0.8885   -0.3153   1.4349   -0.5482   2.9326 *   0.3459 1.1603 0.2310 1.1219 0.0868 1.1219 
Audit Firm-Specific Variables                                       
  Big4 0.1151   0.0853   -0.8083   7.7004 *** -0.0662   0.0340     0.7703 2.1388 0.0055 1.9759 0.8537 1.9759 
  IndExp -0.6308   1.3618   -0.9760   4.4527 ** -0.1937   0.1318     0.2432 1.7413 0.0348 1.6936 0.7166 1.6936 
  Office -0.0576   0.5386   -0.0193   0.1066   -0.0475   0.4995     0.4630 2.5121 0.7440 2.2917 0.4797 2.2917 
Client-Specific Variables                                       
  Age 0.1046   0.4359   -0.0463   0.2019   0.0769   0.2340     0.5091 1.4512 0.6532 1.3691 0.6286 1.3691 
  Size -0.0730   0.3353   -0.0382   0.1277   0.0113   0.0070     0.5626 5.7759 0.7208 5.4357 0.9335 5.4357 
  OCF 2.2892   2.3643   2.1191   3.5544 * 3.0120   4.7472 **   0.1241 1.9940 0.0594 1.7323 0.0293 1.7323 
  Lev 0.1896   0.0059   -0.8464   0.1470   -1.8666   0.4969     0.9388 4.2327 0.7014 4.8490 0.4809 4.8490 
  pBank -0.0719   0.0421   -0.1122   0.1286   0.0634   0.0324     0.8374 4.8215 0.7199 5.4723 0.8572 5.4723 
  Growth 0.5891   0.9894   0.2371   0.3682   0.7654   2.1934     0.3199 1.2708 0.5440 1.2578 0.1386 1.2578 
  MB -0.1838   4.5918 ** -0.1255   4.6610 ** -0.1945   5.9829 **   0.0321 1.5130 0.0309 1.3893 0.0144 1.3893 
  Tax 0.6576   0.0301   -3.1208   1.1156   -5.2383   1.8274     0.8622 1.5626 0.2909 1.4796 0.1764 1.4796 
  AC 0.0384   0.0189   0.0792   0.0980   -0.0370   0.0149     0.8907 1.6487 0.7542 1.6611 0.9030 1.6611 
  Lag 0.0481   0.0177   -0.0922   0.0835   -0.2258   0.3158     0.8941 1.4682 0.7726 1.4051 0.5741 1.4051 
  Busy 0.0427   0.0129   0.0115   0.0018   -0.2240   0.4280     0.9095 1.1941 0.9666 1.0924 0.5130 1.0924 
  Noe 0.0249   0.7649   0.0497   6.2775 ** 0.0271   0.7887     0.3818 3.7822 0.0122 3.4725 0.3745 3.4725 
  Std -9.0169   10.0259 *** -2.9442   8.2862 *** -11.7395   17.5468 ***   0.0015 1.3932 0.0040 1.3303 0.0000 1.3303 
  Intercept 0.2524   0.0091   0.0415   0.0003   1.4500   0.2936     0.9239 - 0.9857 - 0.5879 - 
Nagelkerke R2 0.2392 0.1635 0.2372               
Number of Obs. 747 1125 1125               
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Appendix 189: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTLong5 and RPTLong5 (2/3) 

  Less Real Earnings Less FreqBeat   Less Real Earnings Less FreqBeat 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTLong5 0.5731   4.2102 ** 0.7115   7.2644 ***   0.0402 1.2343 0.0070 1.2123 
  RPTLong5 -0.1468   0.1735   0.1861   0.3735     0.6770 1.1983 0.5411 1.1871 
Audit Partner-Specific Variables                           
  EPExp 0.0042   0.0267   0.0017   0.0053     0.8701 1.3028 0.9418 1.3062 
  RPExp -0.0609   7.8810 *** -0.0445   5.3596 **   0.0050 1.1952 0.0206 1.2062 
  EPAbility 0.1078   0.0355   -0.0655   0.0192     0.8506 1.1078 0.8897 1.0821 
  RPAbility 0.2303   0.6273   -0.0724   0.0697     0.4284 1.1580 0.7918 1.2015 
  Gender -0.3252   1.2586   -0.1219   0.2261     0.2619 1.1570 0.6344 1.1262 
Audit Firm-Specific Variables                           
  Big4 -0.4855   1.7541   0.1237   0.1516     0.1854 2.0503 0.6970 1.9641 
  IndExp -0.4196   0.6916   -0.6240   1.7827     0.4056 1.6267 0.1818 1.7104 
  Office 0.0012   0.0003   -0.0863   1.9766     0.9864 2.3617 0.1597 2.3026 
Client-Specific Variables                           
  Age 0.0940   0.5081   0.1042   0.7577     0.4760 1.3472 0.3840 1.3608 
  Size -0.0667   0.2389   -0.1029   0.7604     0.6250 5.4969 0.3832 5.4098 
  OCF 2.3204   2.9653 * 2.2026   2.9626 *   0.0851 1.7423 0.0852 1.7383 
  Lev 1.8819   0.6944   0.4599   0.0298     0.4047 6.4618 0.8630 4.7861 
  pBank -0.6246   3.8347 * -0.1531   0.1641     0.0502 7.1413 0.6854 5.3994 
  Growth 0.8012   1.3256   0.765   3.006 *   0.2496 1.3326 0.083 1.256 
  MB -0.2126   5.3372 ** -0.1952   5.9768 **   0.0209 1.5254 0.0145 1.3876 
  Tax -1.0388   0.0533   0.3304   0.0103     0.8173 1.5734 0.9192 1.4841 
  AC 0.1472   0.2891   0.3976   2.3332     0.5908 1.6952 0.1266 1.6263 
  Lag -0.3225   0.6392   0.0442   0.0172     0.4240 1.3885 0.8958 1.4182 
  Busy -0.1248   0.1178   -0.1345   0.2013     0.7314 1.0620 0.6537 1.1039 
  Noe 0.0352   1.2044   0.0356   1.8986     0.2725 3.6134 0.1682 3.4501 
  Std -9.4866   8.4975 *** -9.1888   15.0151 ***   0.0036 1.3176 0.0001 1.3258 
  Intercept -0.2157   0.0047   0.6122   0.0577     0.9454 - 0.8102 - 
Nagelkerke R2 0.2594 0.2110           
Number of Obs. 834 1125           
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Appendix 190: Benchmark Sensitivity Analyses at Audit Partner Level: MBEFE on EPTLong5 and RPTLong5 (3/3) 

  Less FreqAF_Switch Just Miss   Less FreqAF_Switch Just Miss 

Variable Coeff.   Wald   Coeff.   Wald     p-Value VIF p-Value VIF           
Test Variables                           
  EPTLong5 0.4958   3.2486 * 0.1166   0.1141     0.0715 1.2250 0.7355 1.2302 
  RPTLong5 0.2224   0.5548   0.2788   0.8336     0.4564 1.1998 0.3612 1.1966 
Audit Partner-Specific Variables                           
  EPExp 0.0163   0.5429   0.0047   0.0300     0.4612 1.3300 0.8625 1.3066 
  RPExp -0.0561   9.8023 *** -0.0233   1.4464     0.0017 1.2105 0.2291 1.1950 
  EPAbility -0.2210   0.2134   0.4447   1.1298     0.6441 1.0918 0.2878 1.0834 
  RPAbility 0.1345   0.2665   -0.6995   3.0430 *   0.6057 1.1865 0.0811 1.1882 
  Gender -0.2814   1.0330   0.1971   0.4503     0.3095 1.1286 0.5022 1.1219 
Audit Firm-Specific Variables                           
  Big4 -0.0601   0.0338   -0.7773   4.5516 **   0.8542 2.0236 0.0329 1.9759 
  IndExp -0.4751   1.1163   -0.9075   3.3386 *   0.2907 1.7237 0.0677 1.6936 
  Office -0.0619   0.8985   0.0759   1.2636     0.3432 2.3928 0.2610 2.2917 
Client-Specific Variables                           
  Age 0.0168   0.0180   0.0388   0.0859     0.8932 1.4053 0.7695 1.3691 
  Size -0.0657   0.3356   -0.1664   1.5792     0.5624 5.4778 0.2089 5.4357 
  OCF 2.6232   4.6133 ** 0.8734   0.6373     0.0317 1.7246 0.4247 1.7323 
  Lev -0.3444   0.0220   0.5876   0.1261     0.8820 4.7271 0.7225 4.8490 
  pBank -0.0858   0.0662   -0.1395   0.4839     0.7969 5.3627 0.4867 5.4723 
  Growth 0.571   1.605   0.499   1.824     0.205 1.266 0.177 1.258 
  MB -0.1575   4.9675 ** 0.0482   0.6840     0.0258 1.4445 0.4082 1.3893 
  Tax -1.7146   0.2630   1.7602   0.2189     0.6081 1.5406 0.6398 1.4796 
  AC 0.1328   0.2551   0.1800   0.2112     0.6135 1.6637 0.6459 1.6611 
  Lag 0.0820   0.0533   -0.0128   0.0008     0.8174 1.4112 0.9770 1.4051 
  Busy -0.1299   0.1759   0.1600   0.1523     0.6749 1.1306 0.6963 1.0924 
  Noe 0.0303   1.2801   0.0685   7.1667 ***   0.2579 3.4879 0.0074 3.4725 
  Std -9.8149   13.9285 *** -6.9060   22.0980 ***   0.0002 1.3298 0.0000 1.3303 
  Intercept 0.8348   0.1078   -1.7205   0.3326     0.7427 - 0.5641 - 
Nagelkerke R2 0.2387 0.1656           
Number of Obs. 1125 1125           



 CCXXVI 

Appendix 191: Benchmark Sensitivity Analysis at Audit Partner Level: MBEFE on 
Team 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variable            
  Team 0.1049   2.2398    0.1345 1.1568 
Audit Partne-Specific Variables       
 TeamExp -0.0232   2.2690    0.1320 1.3234 
  TeamAbility 0.0064   0.0007    0.9783 1.1357 
  Gender -0.2214   0.7418    0.3891 1.1190 
Audit Firm-Specific Variables       
  Big4 -0.1654   0.2667    0.6056 1.9530 
 IndExp -0.3223   0.5108    0.4748 1.6975 
 Office -0.0336   0.2968    0.5859 2.2778 

Client-Specific Variables       
 Age 0.0827   0.4718    0.4922 1.3695 
 Size -0.0599   0.2774    0.5984 5.3746 
 OCF 2.5500   4.4646 **  0.0346 1.7282 

  Lev -0.2882   0.0110    0.9164 4.8348 
  pBank -0.1305   0.1106    0.7394 5.4711 
  Growth 0.7767   3.3945 *  0.0654 1.2576 
  MB -0.1772   6.0459 **  0.0139 1.3820 
  Tax -1.6892   0.2643    0.6072 1.4736 
  AC 0.1869   0.5767    0.4476 1.6418 
  Lag -0.0364   0.0118    0.9136 1.3994 
  Busy -0.2248   0.5611    0.4538 1.0884 
  Noe 0.0352   1.7643    0.1841 3.4462 
  Std -9.8385   15.3742 ***  0.0001 1.3108 
  Intercept 0.2353   0.0083    0.928 - 
Nagelkerke R2 0.2145    
Number of Obs. 1125      
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Appendix 192: Benchmark Sensitivity Analysis at Audit Partner Level: MBEFE on 
TeamShort 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variable            
  TeamShort -0.5889   5.6221 **  0.0177 1.1169 
Audit Partne-Specific Variables       
 TeamExp -0.0252   2.7336 *  0.0983 1.2943 
  TeamAbility 0.0008   0.0000    0.9973 1.1349 
  Gender -0.1995   0.6009    0.4382 1.1191 
Audit Firm-Specific Variables       
  Big4 -0.1771   0.3068    0.5797 1.9517 
 IndExp -0.3820   0.7021    0.4021 1.7008 
 Office -0.0329   0.2903    0.5901 2.2781 

Client-Specific Variables       
 Age 0.0792   0.4296    0.5122 1.3695 
 Size -0.0587   0.2665    0.6057 5.3641 
 OCF 2.5642   4.7000 **  0.0302 1.7283 

  Lev -0.3380   0.0150    0.9024 4.8321 
  pBank -0.1296   0.1086    0.7417 5.4644 
  Growth 0.7804   3.5256 *  0.0604 1.2583 
  MB -0.1778   6.0679 **  0.0138 1.3817 
  Tax -1.7806   0.2962    0.5863 1.4689 
  AC 0.1950   0.6300    0.4273 1.6416 
  Lag -0.0502   0.0223    0.8813 1.3989 
  Busy -0.2232   0.5527    0.4572 1.0878 
  Noe 0.0347   1.7180    0.1899 3.4419 
  Std -9.8092   15.0685 ***  0.0001 1.3114 
  Intercept 1.0579   0.1684    0.682 - 
Nagelkerke R2 0.2189    
Number of Obs. 1125      

  



 CCXXVIII 

Appendix 193: Benchmark Sensitivity Analysis at Audit Partner Level: MBEFE on 
TeamLong 

Variable Coeff. 
  

Wald 
    

p-Value VIF 
      

Test Variable            
  TeamLong 0.5879   1.5894    0.2074 1.0731 
Audit Partne-Specific Variables       
 TeamExp -0.0204   1.7065    0.1914 1.2632 
  TeamAbility 0.0289   0.0148    0.9031 1.1347 
  Gender -0.2431   0.8848    0.3469 1.1162 
Audit Firm-Specific Variables       
  Big4 -0.1597   0.2452    0.6205 1.9560 
 IndExp -0.2971   0.4333    0.5104 1.6974 
 Office -0.0354   0.3216    0.5707 2.2738 

Client-Specific Variables       
 Age 0.0868   0.5256    0.4685 1.3701 
 Size -0.0627   0.3101    0.5776 5.3618 
 OCF 2.4964   4.1525 **  0.0416 1.7284 

  Lev -0.1616   0.0034    0.9532 4.8155 
  pBank -0.1503   0.1452    0.7031 5.4465 
  Growth 0.7994   3.5439 *  0.0598 1.2575 
  MB -0.1778   6.1810 **  0.0129 1.3836 
  Tax -1.9171   0.3373    0.5614 1.4678 
  AC 0.1723   0.4941    0.4821 1.6393 
  Lag -0.0314   0.0088    0.9252 1.3985 
  Busy -0.2047   0.4612    0.4971 1.0879 
  Noe 0.0360   1.8764    0.1707 3.4411 
  Std -9.8235   15.5471 ***  0.0001 1.3075 
  Intercept 0.3300   0.0163    0.898 - 
Nagelkerke R2 0.2135    
Number of Obs. 1125      
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Appendix 194: Benchmark Sensitivity Analysis at Audit Partner Level: MBEFE on 
TeamShort2 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable            
  TeamShort2 -0.0285   0.0198    0.8882 1.1110 
Audit Partne-Specific Variables       
 TeamExp -0.0183   1.4707    0.2252 1.2985 
  TeamAbility 0.0361   0.0239    0.8772 1.1355 
  Gender -0.2438   0.9046    0.3415 1.1179 
Audit Firm-Specific Variables       
  Big4 -0.1787   0.3151    0.5745 1.9510 
 IndExp -0.3010   0.4501    0.5023 1.6968 
 Office -0.0374   0.3711    0.5424 2.2780 

Client-Specific Variables       
 Age 0.0865   0.5264    0.4681 1.3695 
 Size -0.0625   0.3047    0.5810 5.3739 
 OCF 2.6397   4.7674 **  0.0290 1.7280 

  Lev -0.2220   0.0066    0.9355 4.8438 
  pBank -0.1413   0.1295    0.7189 5.4799 
  Growth 0.8146   3.7004 *  0.0544 1.2584 
  MB -0.1779   6.1504 **  0.0131 1.3819 
  Tax -2.3033   0.4906    0.4836 1.4690 
  AC 0.1627   0.4359    0.5091 1.6399 
  Lag -0.0374   0.0124    0.9113 1.4005 
  Busy -0.2115   0.4994    0.4798 1.0892 
  Noe 0.0364   1.8935    0.1688 3.4442 
  Std -9.8218   15.2576 ***  0.0001 1.3096 
  Intercept 0.4126   0.0260    0.872 - 
Nagelkerke R2 0.2118    
Number of Obs. 1125      
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Appendix 195: Benchmark Sensitivity Analysis at Audit Partner Level: MBEFE on 
TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable            
  TeamLong5 0.6560   3.5515 *  0.0595 1.1118 
Audit Partne-Specific Variables       
 TeamExp -0.0232   2.3061    0.1289 1.2827 
  TeamAbility 0.0096   0.0016    0.9676 1.1350 
  Gender -0.2183   0.7093    0.3997 1.1187 
Audit Firm-Specific Variables       
  Big4 -0.1612   0.2492    0.6177 1.9539 
 IndExp -0.3549   0.6123    0.4339 1.7020 
 Office -0.0334   0.2860    0.5928 2.2754 

Client-Specific Variables       
 Age 0.0837   0.4852    0.4861 1.3695 
 Size -0.0637   0.3221    0.5703 5.3586 
 OCF 2.4915   4.1399 **  0.0419 1.7290 

  Lev -0.1292   0.0021    0.9634 4.8158 
  pBank -0.1592   0.1549    0.6939 5.4467 
  Growth 0.7502   3.2845 *  0.0699 1.2575 
  MB -0.1746   6.0123 **  0.0142 1.3817 
  Tax -2.0168   0.3773    0.5390 1.4665 
  AC 0.1911   0.6112    0.4343 1.6436 
  Lag -0.0480   0.0203    0.8868 1.3985 
  Busy -0.2168   0.5220    0.4700 1.0876 
  Noe 0.0359   1.8799    0.1703 3.4425 
  Std -9.8794   15.3627 ***  0.0001 1.3070 
  Intercept 0.3771   0.0207    0.886 - 
Nagelkerke R2 0.2167    
Number of Obs. 1125      

 

Appendix 196: Benchmark Moderator Analyses at Audit Partner Level: MBEFE on 
EPT*Moderator and RPT*Moderator 

Variable Coeff.   Wald    p-Value      
Moderator: Audit Firm Size            
  EPT*Big4 0.1615   1.8720    0.1713 
  RPT*Big4 -0.0284   0.0557    0.8135 
Moderator: Industry Expertise            
  EPT*IndExpD -0.1906   2.5495    0.1103 
  RPT*IndExpD -0.0624   0.2665    0.6057 
Moderator: Audit Office Size            
  EPT*OfficeD 0.1396   1.1424    0.2851 
  RPT*OfficeD -0.2542   3.4729 *  0.0624 
Moderator: Client Size            
  EPT*SizeD -0.1063   0.7769    0.3781 
  RPT*SizeD -0.2122   2.3436    0.1258 
Moderator: Work Experience          
  EPT*EPExpD -0.0351   0.0920    0.7616 
  RPT*RPExpD 0.0016   0.0002    0.9897 
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Appendix 197: Benchmark Moderator Analyses at Audit Partner Level: MBEFE on 
EPTShort*Moderator and RPTShort*Moderator 

Variable          p-Value       
Moderator: Audit Firm Size            
  EPTShort*Big4 -0.4586   1.1953    0.2743 
  RPTShort*Big4 -0.1099   0.0712    0.7896 
Moderator: Industry Expertise            
  EPTShort*IndExpD 0.6093   1.8945    0.1687 
  RPTShort*IndExpD 0.5923   1.8910    0.1691 
Moderator: Audit Office Size            
  EPTShort*OfficeD -0.3924   0.7149    0.3978 
  RPTShort*OfficeD 0.7580   2.7464 *  0.0975 
Moderator: Client Size            
  EPTShort*SizeD 0.2984   0.4476    0.5035 
  RPTShort*SizeD 0.3410   0.5141    0.4734 
Moderator: Work Experience          
  EPTShort*EPExpD 0.1158   0.0740    0.7856 
  RPTShort*RPExpD 0.0049   0.0001    0.9909 
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Appendix 198: Benchmark Joint Analysis: MBEFE on FT, EPT and RPT 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FT 0.0091   0.0665    0.7965 1.5551 
 EPT 0.0689   0.9590    0.3274 1.3785 
 RPT 0.0662   0.8061    0.3693 1.3770 

Audit Partne-Specific Variables      
  EPExp 0.0090   0.1564    0.6925 1.3445 
 RPExp -0.0514   7.8780 ***  0.0050 1.2398 

  EPAbility -0.1071   0.0516    0.8203 1.0855 
 RPAbility 0.1318   0.2730    0.6013 1.1881 

  Gender -0.2367   0.8548    0.3552 1.1250 
Audit Firm-Specific Variables       
 Big4 -0.1257   0.1517    0.6969 2.0145 
 IndExp -0.3669   0.7072    0.4004 1.6944 
 Office -0.0371   0.3783    0.5385 2.3132 

Client-Specific Variables        
  Age 0.0654   0.2794    0.5971 1.4346 
  Size -0.0635   0.3163    0.5739 5.5979 
  OCF 2.4283   4.1504 **  0.0416 1.7360 
  Lev -0.3843   0.0237    0.8778 4.9121 
  pBank -0.1162   0.1076    0.7429 5.5401 
  Growth 0.7757   3.3208 *  0.0684 1.2594 
  MB -0.1789   6.2591 **  0.0124 1.3945 
  Tax -1.0848   0.1090    0.7413 1.4838 
  AC 0.2256   0.8061    0.3693 1.6619 
  Lag 0.0324   0.0098    0.9212 1.4091 
  Busy -0.2002   0.4631    0.4962 1.0945 
  Noe 0.0307   1.3392    0.2472 3.4885 
  Std -9.6801   15.4442 ***  0.0001 1.3493 
  Y2008 -0.1161   0.1050    0.7459 1.6848 
  Y2009 -0.4142   1.1443    0.2847 1.7714 
  Intercept 0.0830   0.0011    0.9730 - 
Nagelkerke R2 0.2264    
Number of Obs. 1125      
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Appendix 199: Benchmark Joint Analysis: MBEFE on FTShort, EPTShort and RPTShort 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FTShort -0.2858   1.0211    0.3123 1.6612 
 EPTShort -0.3973   2.2420    0.1343 1.4443 
 RPTShort -0.1552   0.3408    0.5594 1.4857 

Audit Partne-Specific Variables      
  EPExp 0.0068   0.0967    0.7559 1.3304 
 RPExp -0.0510   8.0632 ***  0.0045 1.2000 

  EPAbility -0.1284   0.0749    0.7844 1.0826 
 RPAbility 0.1287   0.2604    0.6099 1.1898 

  Gender -0.2317   0.8334    0.3613 1.1236 
Audit Firm-Specific Variables       
 Big4 -0.1202   0.1441    0.7043 2.0010 
 IndExp -0.4070   0.8530    0.3557 1.6932 
 Office -0.0395   0.4399    0.5072 2.3030 

Client-Specific Variables        
  Age 0.0379   0.0894    0.7650 1.4017 
  Size -0.0653   0.3311    0.5650 5.4731 
  OCF 2.4202   4.2434 **  0.0394 1.7344 
  Lev -0.4096   0.0278    0.8676 4.9036 
  pBank -0.1213   0.1212    0.7278 5.5440 
  Growth 0.7740   3.2920 *  0.0696 1.2609 
  MB -0.1732   5.9263 **  0.0149 1.3913 
  Tax -1.5463   0.2149    0.6430 1.4798 
  AC 0.2448   0.9646    0.3260 1.6626 
  Lag -0.0011   0.0000    0.9974 1.4051 
  Busy -0.2104   0.5082    0.4759 1.0944 
  Noe 0.0300   1.2373    0.2660 3.4829 
  Std -9.6571   14.8954 ***  0.0001 1.3395 
  Intercept 1.2715   0.2771    0.5986 - 
Nagelkerke R2 0.2338    
Number of Obs. 1125      
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Appendix 200: Benchmark Joint Analysis: MBEFE on FTLong, EPTLong and RPTLong 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FTLong -0.0260   0.0049    0.9441 1.2705 
 EPTLong 0.1626   0.1822    0.6695 1.1543 
 RPTLong 0.3734   0.9968    0.3181 1.1490 

Audit Partne-Specific Variables      
  EPExp 0.0129   0.3167    0.5736 1.2877 
 RPExp -0.0493   7.5573 ***  0.0060 1.1983 

  EPAbility -0.1135   0.0569    0.8115 1.0876 
 RPAbility 0.1665   0.4382    0.5080 1.1879 

  Gender -0.2482   0.9347    0.3336 1.1236 
Audit Firm-Specific Variables       
 Big4 -0.1351   0.1754    0.6753 1.9802 
 IndExp -0.3349   0.6020    0.4378 1.6952 
 Office -0.0360   0.3508    0.5536 2.2805 

Client-Specific Variables        
  Age 0.0793   0.4426    0.5059 1.3870 
  Size -0.0605   0.3059    0.5802 5.5536 
  OCF 2.4471   4.2402 **  0.0395 1.7332 
  Lev -0.2657   0.0112    0.9158 4.8525 
  pBank -0.1345   0.1432    0.7052 5.4664 
  Growth 0.7956   3.5021 *  0.0613 1.2577 
  MB -0.1846   6.7296 ***  0.0095 1.3974 
  Tax -1.3403   0.1648    0.6848 1.4807 
  AC 0.2100   0.7140    0.3981 1.6610 
  Lag 0.0378   0.0133    0.9081 1.4071 
  Busy -0.1784   0.3633    0.5467 1.0924 
  Noe 0.0316   1.4746    0.2246 3.4861 
  Std -9.6668   15.3645 ***  0.0001 1.3339 
  Intercept 0.2436   0.0099    0.9208 - 
Nagelkerke R2 0.2235    
Number of Obs. 1125      
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Appendix 201: Benchmark Joint Analysis: MBEFE on FTShort2, EPTShort2 and RPTShort2 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FTShort2 -0.4299   1.9484    0.1628 1.7982 
 EPTShort2 0.0404   0.0285    0.8660 1.5384 
 RPTShort2 0.0787   0.1090    0.7413 1.6346 

Audit Partne-Specific Variables      
  EPExp 0.0178   0.6714    0.4126 1.3227 
 RPExp -0.0461   6.9587 ***  0.0083 1.1940 

  EPAbility -0.1266   0.0701    0.7912 1.0826 
 RPAbility 0.1837   0.5443    0.4606 1.1915 

  Gender -0.2414   0.9001    0.3427 1.1275 
Audit Firm-Specific Variables       
 Big4 -0.1110   0.1229    0.7259 1.9879 
 IndExp -0.3311   0.5708    0.4500 1.6924 
 Office -0.0407   0.4715    0.4923 2.2877 

Client-Specific Variables        
  Age 0.0620   0.2459    0.6200 1.3897 
  Size -0.0685   0.3669    0.5447 5.4787 
  OCF 2.4510   4.2883 **  0.0384 1.7376 
  Lev -0.1758   0.0053    0.9417 4.9064 
  pBank -0.1395   0.1696    0.6804 5.5641 
  Growth 0.8254   3.6596 *  0.0557 1.2634 
  MB -0.1818   6.5891 **  0.0103 1.3936 
  Tax -1.1847   0.1276    0.7209 1.4887 
  AC 0.2054   0.6604    0.4164 1.6627 
  Lag 0.0452   0.0187    0.8912 1.4065 
  Busy -0.1735   0.3499    0.5542 1.0934 
  Noe 0.0318   1.4238    0.2328 3.4919 
  Std -9.7469   15.5297 ***  0.0001 1.3437 
  Intercept 0.3716   0.0240    0.8768 - 
Nagelkerke R2 0.2243    
Number of Obs. 1125      
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Appendix 202: Benchmark Joint Analysis: MBEFE on FTLong7, EPTLong5 and RPTLong5 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FTLong7 -0.1338   0.3063    0.5799 1.2882 
 EPTLong5 0.5896   4.8335 **  0.0279 1.2391 
 RPTLong5 0.2149   0.5209    0.4704 1.2209 

Audit Partne-Specific Variables      
  EPExp 0.0040   0.0308    0.8608 1.3085 
 RPExp -0.0515   8.2429 ***  0.0041 1.2067 

  EPAbility -0.0867   0.0353    0.8510 1.0860 
 RPAbility 0.1262   0.2437    0.6215 1.1889 

  Gender -0.2416   0.9152    0.3387 1.1225 
Audit Firm-Specific Variables       
 Big4 -0.1679   0.2689    0.6040 2.0094 
 IndExp -0.4045   0.8362    0.3605 1.6951 
 Office -0.0361   0.3566    0.5504 2.3244 

Client-Specific Variables        
  Age 0.0862   0.5119    0.4743 1.4332 
  Size -0.0521   0.2095    0.6472 5.5092 
  OCF 2.5664   4.4264 **  0.0354 1.7387 
  Lev -0.4281   0.0270    0.8695 4.8776 
  pBank -0.1206   0.1059    0.7449 5.5080 
  Growth 0.7688   3.3986 *  0.0653 1.2578 
  MB -0.1774   6.2248 **  0.0126 1.3893 
  Tax -1.7325   0.2804    0.5965 1.4808 
  AC 0.2455   0.9680    0.3252 1.6612 
  Lag -0.0009   0.0000    0.9979 1.4061 
  Busy -0.1850   0.3965    0.5289 1.0938 
  Noe 0.0295   1.2728    0.2592 3.4738 
  Std -9.6574   15.2708 ***  0.0001 1.3382 
  Intercept 0.3983   0.0253    0.8737 - 
Nagelkerke R2 0.2310    
Number of Obs. 1125      
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Appendix 203: Benchmark Joint Analysis: MBEFE on FTLong8, EPTLong5 and RPTLong5 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FTLong8 -0.1759   0.5372    0.4636 1.3038 
 EPTLong5 0.5884   4.9109 **  0.0267 1.2324 
 RPTLong5 0.2106   0.5086    0.4757 1.2080 

Audit Partne-Specific Variables      
  EPExp 0.0039   0.0299    0.8628 1.3067 
 RPExp -0.0519   8.4037 ***  0.0037 1.2113 

  EPAbility -0.0869   0.0357    0.8501 1.0868 
 RPAbility 0.1276   0.2499    0.6171 1.1887 

  Gender -0.2399   0.9104    0.3400 1.1219 
Audit Firm-Specific Variables       
 Big4 -0.1696   0.2716    0.6023 2.0040 
 IndExp -0.4020   0.8343    0.3610 1.6958 
 Office -0.0357   0.3418    0.5588 2.3213 

Client-Specific Variables        
  Age 0.0907   0.5700    0.4502 1.4354 
  Size -0.0472   0.1755    0.6752 5.5615 
  OCF 2.5964   4.5835 **  0.0323 1.7392 
  Lev -0.4794   0.0338    0.8542 4.8970 
  pBank -0.1145   0.0951    0.7578 5.5212 
  Growth 0.7711   3.3947 *  0.0654 1.2580 
  MB -0.1778   6.2776 **  0.0122 1.3893 
  Tax -1.8067   0.3032    0.5819 1.4805 
  AC 0.2462   0.9749    0.3235 1.6620 
  Lag -0.0019   0.0000    0.9954 1.4073 
  Busy -0.1894   0.4174    0.5183 1.0927 
  Noe 0.0290   1.2224    0.2689 3.4725 
  Std -9.6287   15.2676 ***  0.0001 1.3428 
  Intercept 0.3774   0.0226    0.8806 - 
Nagelkerke R2 0.2313    
Number of Obs. 1125      

 

  



 CCXXXVIII 

Appendix 204: Benchmark Joint Analysis: MBEFE on FTLong9, EPTLong5 and RPTLong5 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FTLong9 -0.2975   1.1573    0.2820 1.3141 
 EPTLong5 0.5906   5.0061 **  0.0253 1.2314 
 RPTLong5 0.2223   0.5631    0.4530 1.2069 

Audit Partne-Specific Variables      
  EPExp 0.0038   0.0293    0.8640 1.3071 
 RPExp -0.0523   8.7242 ***  0.0031 1.2041 

  EPAbility -0.0881   0.0376    0.8463 1.0861 
 RPAbility 0.1317   0.2690    0.6040 1.1882 

  Gender -0.2381   0.9137    0.3391 1.1222 
Audit Firm-Specific Variables       
 Big4 -0.1780   0.2936    0.5880 1.9980 
 IndExp -0.3908   0.8001    0.3711 1.6966 
 Office -0.0348   0.3247    0.5688 2.3101 

Client-Specific Variables        
  Age 0.0936   0.6216    0.4305 1.4120 
  Size -0.0367   0.1084    0.7420 5.5926 
  OCF 2.6308   4.8153 **  0.0282 1.7348 
  Lev -0.5410   0.0427    0.8363 4.8667 
  pBank -0.1074   0.0841    0.7719 5.4817 
  Growth 0.7687   3.3139 *  0.0687 1.2586 
  MB -0.1802   6.3069 **  0.0120 1.3893 
  Tax -1.8875   0.3314    0.5648 1.4814 
  AC 0.2510   1.0096    0.3150 1.6635 
  Lag -0.0060   0.0003    0.9855 1.4095 
  Busy -0.1826   0.3899    0.5323 1.0932 
  Noe 0.0287   1.1829    0.2768 3.4726 
  Std -9.6482   15.1122 ***  0.0001 1.3378 
  Intercept 0.3156   0.0158    0.8999 - 
Nagelkerke R2 0.2324    
Number of Obs. 1125      

 

  



 CCXXXIX 

Appendix 205: Benchmark Joint Analysis: MBEFE on FTLong10, EPTLong5 and RPTLong5 

Variable Coeff.   Wald    p-Value VIF      
Test Variables            
  FTLong10 -0.2545   0.6776    0.4104 1.2991 
 EPTLong5 0.5779   4.8415 **  0.0278 1.2303 
 RPTLong5 0.2149   0.5257    0.4684 1.2005 

Audit Partne-Specific Variables      
  EPExp 0.0042   0.0352    0.8512 1.3070 
 RPExp -0.0516   8.4728 ***  0.0036 1.2020 

  EPAbility -0.0947   0.0427    0.8364 1.0877 
 RPAbility 0.1282   0.2516    0.6159 1.1882 

  Gender -0.2384   0.9088    0.3404 1.1223 
Audit Firm-Specific Variables       
 Big4 -0.1624   0.2520    0.6157 1.9881 
 IndExp -0.3928   0.8100    0.3681 1.6973 
 Office -0.0376   0.3833    0.5359 2.2980 

Client-Specific Variables        
  Age 0.0811   0.4630    0.4962 1.3945 
  Size -0.0430   0.1513    0.6973 5.5736 
  OCF 2.5728   4.6583 **  0.0309 1.7324 
  Lev -0.5640   0.0481    0.8264 4.8669 
  pBank -0.1052   0.0838    0.7723 5.4798 
  Growth 0.7711   3.3936 *  0.0654 1.2582 
  MB -0.1816   6.2854 **  0.0122 1.3912 
  Tax -1.7529   0.2874    0.5919 1.4798 
  AC 0.2485   0.9942    0.3187 1.6633 
  Lag -0.0086   0.0007    0.9792 1.4094 
  Busy -0.1949   0.4478    0.5034 1.0929 
  Noe 0.0296   1.2716    0.2595 3.4753 
  Std -9.6008   14.9275 ***  0.0001 1.3371 
  Intercept 0.4663   0.0358    0.8499 - 
Nagelkerke R2 0.2315    
Number of Obs. 1125      

 



 CCXL 

Appendix 206: Benchmark Sensitivity Joint Analyses: MBEFE on FT, EPT and RPT (1/2) 

    Median  Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FT -0.0276   0.5741   0.0050   0.0123   0.0155   0.1648    0.4487 1.5551 0.9117 1.5551 0.6848 1.5310 
 EPT 0.0399   0.3573   0.0133   0.0257   0.0483   0.3669    0.5500 1.3785 0.8726 1.3785 0.5447 1.4041 
 RPT 0.1322   3.3281 * 0.0975   1.1098   -0.0250   0.0874    0.0681 1.3770 0.2921 1.3770 0.7675 1.3970 

Audit Partner-Specific Variables                         
  EPExp -0.0157   0.5805   0.0151   0.3444   0.0112   0.1844    0.4461 1.3445 0.5573 1.3445 0.6676 1.3637 
 RPExp -0.0321   3.1734 * -0.0506   5.9179 ** -0.0615   7.7843 ***  0.0748 1.2398 0.0150 1.2398 0.0053 1.2338 

  EPAbility 0.4694   1.9842   0.5553   1.4334   0.0969   0.0277    0.1589 1.0855 0.2312 1.0855 0.8679 1.1087 
 RPAbility -0.4239   2.7366 * 0.1661   0.2933   0.2543   0.7747    0.0981 1.1881 0.5881 1.1881 0.3788 1.1591 

  Gender -0.2986   1.3216   -0.5437   2.7159 * -0.3141   1.1667    0.2503 1.1250 0.0994 1.1250 0.2801 1.1615 
Audit Firm-Specific Variables                         
 Big4 -0.8460   8.2101 *** -0.0703   0.0388   -0.4499   1.4462    0.0042 2.0145 0.8438 2.0145 0.2291 2.0981 
 IndExp -0.9610   4.4381 ** -0.1742   0.1085   -0.3989   0.6364    0.0351 1.6944 0.7419 1.6944 0.4250 1.6288 
 Office -0.0130   0.0463   -0.0421   0.4005   0.0015   0.0005    0.8297 2.3132 0.5268 2.3132 0.9817 2.3949 

Client-Specific Variables                         
  Age -0.0264   0.0676   0.0849   0.2639   0.0858   0.4086    0.7949 1.4346 0.6074 1.4346 0.5227 1.3954 
  Size -0.0145   0.0172   0.0102   0.0056   -0.0788   0.3126    0.8958 5.5979 0.9403 5.5979 0.5761 5.6967 
  OCF 2.1347   3.5118 * 2.9443   4.5178 ** 2.2710   2.8892 *  0.0609 1.7360 0.0335 1.7360 0.0892 1.7487 
  Lev -1.0582   0.2208   -1.8622   0.5297   1.9142   0.7465    0.6384 4.9121 0.4668 4.9121 0.3876 6.4722 
  pBank -0.0755   0.0563   0.0777   0.0525   -0.6137   3.9070 **  0.8125 5.5401 0.8188 5.5401 0.0481 7.1625 
  Growth 0.2401   0.3648   0.7852   2.2327   0.8337   1.3572    0.5458 1.2594 0.1351 1.2594 0.2440 1.3369 
  MB -0.1315   4.9880 ** -0.2004   6.1234 ** -0.2130   5.3377 **  0.0255 1.3945 0.0133 1.3945 0.0209 1.5309 
  Tax -2.6086   0.7803   -4.6686   1.4590   -0.7365   0.0270    0.3770 1.4838 0.2271 1.4838 0.8695 1.5756 
  AC 0.0683   0.0736   -0.0628   0.0428   0.1360   0.2430    0.7862 1.6619 0.8361 1.6619 0.6220 1.6959 
  Lag -0.0656   0.0413   -0.1681   0.1747   -0.2835   0.4933    0.8389 1.4091 0.6760 1.4091 0.4824 1.3901 
  Busy 0.0150   0.0029   -0.2343   0.4602   -0.1214   0.1144    0.9568 1.0945 0.4975 1.0945 0.7352 1.0695 
  Noe 0.0489   5.8834 ** 0.0278   0.8017   0.0369   1.3063    0.0153 3.4885 0.3706 3.4885 0.2531 3.6193 
  Std -3.0071   8.5851 *** -11.7108   17.5363 *** -9.5464   8.7607 ***  0.0034 1.3493 0.0000 1.3493 0.0031 1.3298 
  Intercept -0.4497   0.0356   0.9708   0.1297   -0.3346   0.0112    0.8504 - 0.7187 - 0.9158 - 
Nagelkerke R2 0.1661 0.2351 0.2546          
Number of Obs. 1125 1125 834          

 

  



 CCXLI 

Appendix 207: Benchmark Sensitivity Joint Analyses: MBEFE on FT, EPT and RPT (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FT 0.0269   0.5194   0.0085   0.0548   -0.0328   0.5813    0.4711 1.5667 0.8149 1.5140 0.4458 1.5551 
 EPT 0.0857   1.3994   0.0466   0.4117   0.0424   0.2732    0.2368 1.3638 0.5211 1.3388 0.6012 1.3785 
 RPT 0.0456   0.3543   0.0628   0.6805   0.0473   0.3812    0.5517 1.3821 0.4094 1.3482 0.5369 1.3770 

Audit Partner-Specific Variables                        
  EPExp 0.0066   0.0777   0.0209   0.8407   0.0028   0.0104    0.7804 1.3427 0.3592 1.3710 0.9189 1.3445 
 RPExp -0.0432   4.8920 ** -0.0565   9.2901 *** -0.0238   1.3885    0.0270 1.2585 0.0023 1.2582 0.2387 1.2398 

  EPAbility -0.0993   0.0427   -0.2459   0.2515   0.4355   1.0866    0.8363 1.0841 0.6160 1.0931 0.2972 1.0855 
 RPAbility -0.0562   0.0432   0.1502   0.3431   -0.6875   2.9046 *  0.8354 1.2013 0.5580 1.1861 0.0883 1.1881 

  Gender -0.1072   0.1725   -0.2731   0.9589   0.2046   0.4761    0.6779 1.1287 0.3275 1.1315 0.4902 1.1250 
Audit Firm-Specific Variables                        
 Big4 0.1633   0.2627   -0.0483   0.0215   -0.8200   5.0589 **  0.6083 2.0095 0.8834 2.0718 0.0245 2.0145 
 IndExp -0.5923   1.6815   -0.4305   0.9352   -0.8672   2.9693 *  0.1947 1.7140 0.3335 1.7248 0.0849 1.6944 
 Office -0.0865   2.0261   -0.0595   0.8598   0.0806   1.4249    0.1546 2.3297 0.3538 2.4318 0.2326 2.3132 

Client-Specific Variables                        
  Age 0.0854   0.4842   0.0143   0.0128   0.0619   0.2048    0.4865 1.4239 0.9100 1.4598 0.6509 1.4346 
  Size -0.1198   1.0375   -0.0639   0.3109   -0.1464   1.1854    0.3084 5.5808 0.5771 5.6245 0.2763 5.5979 
  OCF 2.0252   2.5388   2.5764   4.4744 ** 0.9371   0.7299    0.1111 1.7428 0.0344 1.7287 0.3929 1.7360 
  Lev 0.6291   0.0596   -0.3167   0.0192   0.5341   0.0956    0.8071 4.8620 0.8898 4.7919 0.7572 4.9121 
  pBank -0.1630   0.1991   -0.0776   0.0565   -0.1192   0.3153    0.6554 5.4722 0.8121 5.4228 0.5744 5.5401 
  Growth 0.7658   2.8707 * 0.5889   1.6387   0.5042   1.8298    0.0902 1.2572 0.2005 1.2686 0.1762 1.2594 
  MB -0.1976   6.1772 ** -0.1600   5.0885 ** 0.0500   0.7204    0.0129 1.3941 0.0241 1.4480 0.3960 1.3945 
  Tax 1.0506   0.1027   -1.1852   0.1231   1.8111   0.2376    0.7486 1.4870 0.7257 1.5539 0.6259 1.4838 
  AC 0.3812   2.0764   0.1133   0.1815   0.1784   0.2092    0.1496 1.6278 0.6701 1.6642 0.6474 1.6619 
  Lag 0.0772   0.0536   0.1228   0.1183   -0.0244   0.0029    0.8169 1.4223 0.7309 1.4150 0.9568 1.4091 
  Busy -0.1276   0.1792   -0.1285   0.1701   0.1701   0.1727    0.6720 1.1054 0.6800 1.1330 0.6777 1.0945 
  Noe 0.0371   1.9960   0.0305   1.2554   0.0678   6.9785 ***  0.1577 3.4659 0.2625 3.5037 0.0082 3.4885 
  Std -9.2311   15.2581 *** -9.8308   14.1048 *** -7.0114   22.4681 ***  0.0001 1.3465 0.0002 1.3490 0.0000 1.3493 
  Intercept 0.2102   0.0069   0.3747   0.0216   -1.8995   0.4015    0.9338 - 0.8831 - 0.5263 - 
Nagelkerke R2 0.2054 0.2341 0.1657         
Number of Obs. 1102 1015 1125         

 

  



 CCXLII 

Appendix 208: Benchmark Sensitivity Joint Analyses: MBEFE on FTShort, EPTShort and RPTShort (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FTShort -0.0298   0.0101   -0.3289   0.8018   -0.4171   1.6776    0.9201 1.6612 0.3706 1.6612 0.1952 1.6817 
 EPTShort -0.3450   1.8098   -0.1685   0.2837   -0.3269   1.2693    0.1785 1.4443 0.5943 1.4443 0.2599 1.4575 
 RPTShort -0.3428   1.5989   -0.4871   2.0278   0.1692   0.3203    0.2061 1.4857 0.1544 1.4857 0.5714 1.5149 

Audit Partne-Specific Variables                         
  EPExp -0.0175   0.7683   0.0112   0.2045   0.0092   0.1343    0.3808 1.3304 0.6511 1.3304 0.7140 1.3402 
 RPExp -0.0280   2.5580   -0.0542   6.9312 *** -0.0620   8.1934 ***  0.1097 1.2000 0.0085 1.2000 0.0042 1.1970 

  EPAbility 0.4873   2.0822   0.5499   1.4104   0.0351   0.0036    0.1490 1.0826 0.2350 1.0826 0.9520 1.1092 
 RPAbility -0.4344   2.9372 * 0.1632   0.2903   0.2390   0.6847    0.0866 1.1898 0.5901 1.1898 0.4080 1.1595 

  Gender -0.2928   1.2367   -0.5405   2.7052   -0.3314   1.2905    0.2661 1.1236 0.1000 1.1236 0.2560 1.1582 
Audit Firm-Specific Variables                         
 Big4 -0.7994   7.5931 *** -0.0631   0.0319   -0.4199   1.3108    0.0059 2.0010 0.8582 2.0010 0.2522 2.0823 
 IndExp -1.0044   4.5551 ** -0.2491   0.2090   -0.4106   0.6867    0.0328 1.6932 0.6475 1.6932 0.4073 1.6264 
 Office -0.0212   0.1258   -0.0433   0.4286   -0.0011   0.0003    0.7228 2.3030 0.5127 2.3030 0.9867 2.3760 

Client-Specific Variables                         
  Age -0.0593   0.3228   0.0518   0.0912   0.0669   0.2373    0.5699 1.4017 0.7627 1.4017 0.6261 1.3646 
  Size -0.0276   0.0645   0.0020   0.0002   -0.0935   0.4418    0.7996 5.4731 0.9882 5.4731 0.5062 5.5762 
  OCF 2.0809   3.4652 * 2.9007   4.6553 ** 2.3175   3.0440 *  0.0627 1.7344 0.0310 1.7344 0.0810 1.7439 
  Lev -0.9961   0.2101   -1.9509   0.6066   1.6892   0.5648    0.6467 4.9036 0.4361 4.9036 0.4523 6.4961 
  pBank -0.0934   0.0928   0.0785   0.0575   -0.5920   3.5238 *  0.7606 5.5440 0.8106 5.5440 0.0605 7.1857 
  Growth 0.2469   0.3908   0.7932   2.2676   0.8302   1.3106    0.5319 1.2609 0.1321 1.2609 0.2523 1.3369 
  MB -0.1211   4.1597 ** -0.1952   5.7804 ** -0.2166   5.5561 **  0.0414 1.3913 0.0162 1.3913 0.0184 1.5282 
  Tax -3.0852   1.0717   -5.1700   1.6753   -0.6313   0.0191    0.3006 1.4798 0.1956 1.4798 0.8902 1.5730 
  AC 0.0824   0.1063   -0.0446   0.0213   0.1635   0.3537    0.7443 1.6626 0.8840 1.6626 0.5520 1.6998 
  Lag -0.1024   0.1035   -0.1986   0.2351   -0.2992   0.5425    0.7477 1.4051 0.6277 1.4051 0.4614 1.3862 
  Busy 0.0077   0.0008   -0.2730   0.6022   -0.1342   0.1402    0.9778 1.0944 0.4377 1.0944 0.7081 1.0695 
  Noe 0.0474   5.6206 ** 0.0275   0.7286   0.0371   1.2881    0.0178 3.4829 0.3933 3.4829 0.2564 3.6191 
  Std -2.9539   8.2964 *** -11.5673   16.6665 *** -9.5455   8.3282 ***  0.0040 1.3395 0.0000 1.3395 0.0039 1.3287 
  Intercept 0.7323   0.0996   2.3003   0.7363   0.5438   0.0296    0.7523 - 0.3909 - 0.8634 - 
Nagelkerke R2 0.1683 0.2477 0.2626          
Number of Obs. 1125 1125 834          

 

  



 CCXLIII 

Appendix 209: Benchmark Sensitivity Joint Analyses: MBEFE on FTShort, EPTShort and RPTShort (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FTShort -0.3433   1.2425   -0.3022   1.1253   0.5078   2.2134    0.2650 1.6582 0.2888 1.5850 0.1368 1.6612 
 EPTShort -0.4876   3.2465 * -0.3676   1.7882   0.0826   0.0647    0.0716 1.4264 0.1811 1.4203 0.7993 1.4443 
 RPTShort -0.0798   0.0809   -0.1434   0.2837   -0.3276   1.0320    0.7760 1.4795 0.5943 1.4556 0.3097 1.4857 

Audit Partne-Specific Variables                        
  EPExp 0.0036   0.0241   0.0172   0.6149   0.0085   0.1016    0.8766 1.3295 0.4330 1.3629 0.7499 1.3304 
 RPExp -0.0437   5.1838 ** -0.0566   9.6602 *** -0.0220   1.2478    0.0228 1.2118 0.0019 1.2183 0.2640 1.2000 

  EPAbility -0.1270   0.0709   -0.2664   0.3077   0.4786   1.3122    0.7901 1.0813 0.5791 1.0918 0.2520 1.0826 
 RPAbility -0.0562   0.0438   0.1521   0.3465   -0.6942   3.1013 *  0.8343 1.2022 0.5561 1.1891 0.0782 1.1898 

  Gender -0.0976   0.1472   -0.2699   0.9626   0.2054   0.4868    0.7012 1.1275 0.3265 1.1304 0.4853 1.1236 
Audit Firm-Specific Variables                        
 Big4 0.1460   0.2122   -0.0311   0.0092   -0.8751   5.8121 **  0.6450 1.9915 0.9236 2.0552 0.0159 2.0010 
 IndExp -0.6302   1.9416   -0.4581   1.0315   -0.8676   2.9470 *  0.1635 1.7105 0.3098 1.7225 0.0860 1.6932 
 Office -0.0863   2.0590   -0.0634   1.0094   0.0860   1.6504    0.1513 2.3156 0.3150 2.4168 0.1989 2.3030 

Client-Specific Variables                        
  Age 0.0678   0.2931   -0.0152   0.0138   0.0908   0.4502    0.5883 1.3927 0.9067 1.4248 0.5022 1.4017 
  Size -0.1119   0.8822   -0.0653   0.3187   -0.1448   1.1746    0.3476 5.4488 0.5724 5.5060 0.2785 5.4731 
  OCF 2.0338   2.6169   2.4979   4.2987 ** 1.0189   0.8736    0.1057 1.7408 0.0381 1.7289 0.3500 1.7344 
  Lev 0.5224   0.0417   -0.3027   0.0175   0.5053   0.0841    0.8382 4.8455 0.8947 4.7774 0.7719 4.9036 
  pBank -0.1582   0.1911   -0.0911   0.0776   -0.1115   0.2716    0.6620 5.4734 0.7805 5.4226 0.6022 5.5440 
  Growth 0.7637   2.8245 * 0.5928   1.6427   0.5077   1.8541    0.0928 1.2585 0.2000 1.2713 0.1733 1.2609 
  MB -0.1932   5.8775 ** -0.1550   4.7757 ** 0.0484   0.6803    0.0153 1.3902 0.0289 1.4447 0.4095 1.3913 
  Tax 0.6252   0.0358   -1.3887   0.1648   1.7048   0.2018    0.8499 1.4842 0.6848 1.5455 0.6533 1.4798 
  AC 0.4051   2.3948   0.1412   0.2855   0.1420   0.1306    0.1217 1.6287 0.5931 1.6646 0.7179 1.6626 
  Lag 0.0515   0.0238   0.0902   0.0639   -0.0230   0.0025    0.8775 1.4181 0.8004 1.4135 0.9597 1.4051 
  Busy -0.1261   0.1785   -0.1460   0.2207   0.1765   0.1874    0.6727 1.1058 0.6385 1.1333 0.6651 1.0944 
  Noe 0.0357   1.7764   0.0299   1.1736   0.0692   7.1868 ***  0.1826 3.4605 0.2787 3.4958 0.0073 3.4829 
  Std -9.1551   14.5577 *** -9.8412   13.6426 *** -7.1453   21.9524 ***  0.0001 1.3356 0.0002 1.3387 0.0000 1.3395 
  Intercept 1.3892   0.3109   1.4306   0.3277   -2.0842   0.4532    0.5771 - 0.5670 - 0.5008 - 
Nagelkerke R2 0.2137 0.2422 0.1700         
Number of Obs. 1102 1015 1125         

 

  



 CCXLIV 

Appendix 210: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong, EPTLong and RPTLong (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FTLong -0.1084   0.0913   0.2756   0.3906   -0.1528   0.1331    0.7626 1.2705 0.5320 1.2705 0.7153 1.2401 
 EPTLong 0.0237   0.0043   -0.3597   0.5146   0.1782   0.1821    0.9479 1.1543 0.4731 1.1543 0.6696 1.1874 
 RPTLong 0.2992   0.7097   0.1508   0.0935   -0.0037   0.0001    0.3995 1.1490 0.7598 1.1490 0.9934 1.1674 

Audit Partne-Specific Variables                         
  EPExp -0.0101   0.2721   0.0223   0.7625   0.0114   0.1869    0.6019 1.2877 0.3825 1.2877 0.6655 1.2939 
 RPExp -0.0233   1.7356   -0.0442   4.6491 ** -0.0630   8.6396 ***  0.1877 1.1983 0.0311 1.1983 0.0033 1.1947 

  EPAbility 0.4794   1.9435   0.6075   1.6187   0.1009   0.0311    0.1633 1.0876 0.2033 1.0876 0.8600 1.1111 
 RPAbility -0.4032   2.5328   0.1771   0.3257   0.2702   0.8887    0.1115 1.1879 0.5682 1.1879 0.3458 1.1564 

  Gender -0.3232   1.4881   -0.5522   2.6399   -0.3003   1.1119    0.2225 1.1236 0.1042 1.1236 0.2917 1.1604 
Audit Firm-Specific Variables                         
 Big4 -0.8103   7.7638 *** -0.0813   0.0522   -0.5008   1.8734    0.0053 1.9802 0.8193 1.9802 0.1711 2.0626 
 IndExp -0.9110   3.9468 ** -0.1226   0.0525   -0.4021   0.6765    0.0470 1.6952 0.8187 1.6952 0.4108 1.6280 
 Office -0.0229   0.1519   -0.0441   0.4386   0.0084   0.0161    0.6967 2.2805 0.5078 2.2805 0.8991 2.3451 

Client-Specific Variables                         
  Age -0.0344   0.1155   0.0832   0.2727   0.1062   0.6510    0.7339 1.3870 0.6015 1.3870 0.4198 1.3683 
  Size -0.0341   0.1001   0.0002   0.0000   -0.0506   0.1367    0.7517 5.5536 0.9988 5.5536 0.7116 5.6339 
  OCF 2.1245   3.5844 * 3.0140   4.4458 ** 2.2849   2.8953 *  0.0583 1.7332 0.0350 1.7332 0.0888 1.7422 
  Lev -0.7324   0.1100   -1.5699   0.3999   1.9049   0.7440    0.7402 4.8525 0.5272 4.8525 0.3884 6.4596 
  pBank -0.1157   0.1374   0.0402   0.0150   -0.6143   3.9771 **  0.7108 5.4664 0.9024 5.4664 0.0461 7.1328 
  Growth 0.2386   0.3589   0.7934   2.2792   0.8105   1.3629    0.5491 1.2577 0.1311 1.2577 0.2430 1.3351 
  MB -0.1293   4.9720 ** -0.1958   6.1920 ** -0.2193   5.6698 **  0.0258 1.3974 0.0128 1.3974 0.0173 1.5375 
  Tax -3.0408   1.0650   -5.2206   1.8028   -0.8937   0.0394    0.3021 1.4807 0.1794 1.4807 0.8427 1.5765 
  AC 0.0500   0.0398   -0.0685   0.0515   0.1130   0.1702    0.8418 1.6610 0.8205 1.6610 0.6799 1.6932 
  Lag -0.0971   0.0927   -0.1748   0.1947   -0.2828   0.4812    0.7608 1.4071 0.6591 1.4071 0.4879 1.3859 
  Busy 0.0394   0.0202   -0.2089   0.3522   -0.1335   0.1376    0.8871 1.0924 0.5529 1.0924 0.7107 1.0570 
  Noe 0.0503   6.3527 ** 0.0288   0.8994   0.0358   1.2217    0.0117 3.4861 0.3429 3.4861 0.2690 3.6272 
  Std -2.9155   8.1610 *** -11.9996   18.0125 *** -9.5011   8.8248 ***  0.0043 1.3339 0.0000 1.3339 0.0030 1.3193 
  Intercept 0.0127   0.0000   1.1241   0.1772   -0.5665   0.0333    0.9956 - 0.6738 - 0.8552 - 
Nagelkerke R2 0.1590 0.2332 0.2539          
Number of Obs. 1125 1125 834          

 

  



 CCXLV 

Appendix 211: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong, EPTLong and RPTLong (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FTLong 0.1127   0.0934   0.0108   0.0009   0.4549   1.5103    0.7599 1.2736 0.9767 1.2877 0.2191 1.2705 
 EPTLong 0.2492   0.3935   0.0490   0.0155   0.1332   0.0909    0.5305 1.1410 0.9009 1.1522 0.7631 1.1543 
 RPTLong 0.2788   0.5035   0.3743   0.9780   -0.1319   0.1167    0.4780 1.1411 0.3227 1.1528 0.7326 1.1490 

Audit Partne-Specific Variables                        
  EPExp 0.0107   0.1959   0.0240   1.0827   0.0073   0.0804    0.6581 1.2903 0.2981 1.3096 0.7768 1.2877 
 RPExp -0.0418   4.8269 ** -0.0549   9.3765 *** -0.0161   0.6847    0.0280 1.2102 0.0022 1.2096 0.4080 1.1983 

  EPAbility -0.0957   0.0390   -0.2430   0.2412   0.5048   1.4239    0.8434 1.0863 0.6234 1.0950 0.2328 1.0876 
 RPAbility -0.0092   0.0011   0.1737   0.4630   -0.7096   3.0503 *  0.9731 1.2001 0.4962 1.1867 0.0807 1.1879 

  Gender -0.1283   0.2469   -0.2888   1.0397   0.1660   0.3370    0.6193 1.1279 0.3079 1.1312 0.5616 1.1236 
Audit Firm-Specific Variables                        
 Big4 0.1317   0.1721   -0.0527   0.0259   -0.7422   4.3213 **  0.6783 1.9688 0.8720 2.0277 0.0376 1.9802 
 IndExp -0.5617   1.5141   -0.4102   0.8616   -0.9099   3.1922 *  0.2185 1.7142 0.3533 1.7262 0.0740 1.6952 
 Office -0.0816   1.7714   -0.0591   0.8398   0.0692   1.0747    0.1832 2.2910 0.3595 2.3784 0.2999 2.2805 

Client-Specific Variables                        
  Age 0.1080   0.8354   0.0242   0.0386   0.0278   0.0413    0.3607 1.3777 0.8442 1.4231 0.8390 1.3870 
  Size -0.1112   0.9682   -0.0661   0.3489   -0.1842   1.9934    0.3251 5.5298 0.5547 5.5953 0.1580 5.5536 
  OCF 2.1060   2.8042 * 2.6015   4.5800 ** 0.7997   0.5565    0.0940 1.7392 0.0323 1.7261 0.4557 1.7332 
  Lev 0.7384   0.0808   -0.2389   0.0112   0.9551   0.3332    0.7762 4.7892 0.9157 4.7308 0.5638 4.8525 
  pBank -0.1782   0.2337   -0.0895   0.0774   -0.1772   0.7702    0.6288 5.3911 0.7809 5.3546 0.3802 5.4664 
  Growth 0.7695   2.8848 * 0.6010   1.7214   0.4776   1.5636    0.0894 1.2551 0.1895 1.2656 0.2111 1.2577 
  MB -0.2033   6.6340 ** -0.1633   5.3472 ** 0.0561   0.8716    0.0100 1.3956 0.0208 1.4545 0.3505 1.3974 
  Tax 0.7901   0.0581   -1.5144   0.1966   2.0297   0.2947    0.8095 1.4848 0.6575 1.5448 0.5872 1.4807 
  AC 0.3599   1.8980   0.1009   0.1461   0.1651   0.1802    0.1683 1.6266 0.7023 1.6642 0.6712 1.6610 
  Lag 0.0792   0.0570   0.1250   0.1241   -0.0008   0.0000    0.8114 1.4201 0.7247 1.4097 0.9985 1.4071 
  Busy -0.1098   0.1277   -0.1076   0.1181   0.1823   0.1981    0.7208 1.1041 0.7311 1.1309 0.6563 1.0924 
  Noe 0.0371   2.0796   0.0314   1.3873   0.0667   6.8803 ***  0.1493 3.4630 0.2389 3.5025 0.0087 3.4861 
  Std -9.2327   15.2899 *** -9.8396   14.1286 *** -6.9983   22.0951 ***  0.0001 1.3294 0.0002 1.3331 0.0000 1.3339 
  Intercept 0.3654   0.0211   0.6027   0.0570   -1.7904   0.3826    0.8846 - 0.8113 - 0.5362 - 
Nagelkerke R2 0.2003 0.2326 0.1665         
Number of Obs. 1102 1015 1125         

 

  



 CCXLVI 

Appendix 212: Benchmark Sensitivity Joint Analyses: MBEFE on FTShort2, EPTShort2 and RPTShort2 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FTShort2 -0.1387   0.1613   -0.4395   1.3065   -0.6799   3.9604 **  0.6880 1.7982 0.2530 1.7982 0.0466 1.8432 
 EPTShort2 -0.0576   0.0560   0.1863   0.3969   0.2640   0.9637    0.8129 1.5384 0.5287 1.5384 0.3262 1.5581 
 RPTShort2 -0.1949   0.6515   -0.1590   0.2454   0.3640   1.5832    0.4196 1.6346 0.6204 1.6346 0.2083 1.6821 

Audit Partne-Specific Variables                         
  EPExp -0.0099   0.2468   0.0226   0.9164   0.0238   0.9589    0.6193 1.3227 0.3384 1.3227 0.3275 1.3349 
 RPExp -0.0241   2.0240   -0.0474   5.6604 ** -0.0616   8.6410 ***  0.1548 1.1940 0.0174 1.1940 0.0033 1.1921 

  EPAbility 0.4842   2.0152   0.5415   1.3457   0.0637   0.0121    0.1557 1.0826 0.2460 1.0826 0.9126 1.1087 
 RPAbility -0.4207   2.6914   0.2008   0.4157   0.3331   1.3433    0.1009 1.1915 0.5191 1.1915 0.2464 1.1611 

  Gender -0.3175   1.4735   -0.5414   2.7526 * -0.3444   1.3604    0.2248 1.1275 0.0971 1.1275 0.2435 1.1644 
Audit Firm-Specific Variables                         
 Big4 -0.7965   7.5780 *** -0.0578   0.0270   -0.4528   1.5490    0.0059 1.9879 0.8694 1.9879 0.2133 2.0669 
 IndExp -0.9365   4.0370 ** -0.1469   0.0768   -0.4250   0.7139    0.0445 1.6924 0.7817 1.6924 0.3982 1.6267 
 Office -0.0230   0.1509   -0.0444   0.4571   0.0009   0.0002    0.6977 2.2877 0.4990 2.2877 0.9893 2.3566 

Client-Specific Variables                         
  Age -0.0457   0.2036   0.0817   0.2462   0.0927   0.4565    0.6519 1.3897 0.6197 1.3897 0.4992 1.3601 
  Size -0.0350   0.1028   0.0055   0.0017   -0.1057   0.5597    0.7485 5.4787 0.9675 5.4787 0.4544 5.5456 
  OCF 2.0904   3.3664 * 2.9508   4.5748 ** 2.2226   2.8251 *  0.0665 1.7376 0.0324 1.7376 0.0928 1.7512 
  Lev -0.8044   0.1384   -1.6639   0.4489   1.7179   0.6524    0.7099 4.9064 0.5028 4.9064 0.4193 6.4723 
  pBank -0.1012   0.1098   0.0584   0.0322   -0.5829   4.1432 **  0.7404 5.5641 0.8576 5.5641 0.0418 7.1869 
  Growth 0.2656   0.4469   0.8455   2.5250   0.9199   1.6667    0.5038 1.2634 0.1121 1.2634 0.1967 1.3432 
  MB -0.1283   4.8213 ** -0.2053   6.1235 ** -0.2103   5.6235 **  0.0281 1.3936 0.0133 1.3936 0.0177 1.5312 
  Tax -2.5309   0.7117   -4.5825   1.3752   -0.6341   0.0189    0.3989 1.4887 0.2409 1.4887 0.8905 1.5798 
  AC 0.0584   0.0534   -0.0792   0.0681   0.1314   0.2210    0.8172 1.6627 0.7941 1.6627 0.6383 1.6974 
  Lag -0.0814   0.0642   -0.1456   0.1269   -0.2654   0.4155    0.8000 1.4065 0.7217 1.4065 0.5192 1.3907 
  Busy 0.0251   0.0082   -0.2163   0.3877   -0.0942   0.0677    0.9280 1.0934 0.5335 1.0934 0.7948 1.0682 
  Noe 0.0489   6.0816 ** 0.0283   0.8212   0.0373   1.2971    0.0137 3.4919 0.3648 3.4919 0.2548 3.6238 
  Std -2.9563   8.2473 *** -11.7793   17.7254 *** -9.4191   8.8718 ***  0.0041 1.3437 0.0000 1.3437 0.0029 1.3327 
  Intercept 0.2126   0.0083   1.2050   0.2066   -0.0008   0.0000    0.9275 - 0.6494 - 0.9998 - 
Nagelkerke R2 0.1610 0.2361 0.2609          
Number of Obs. 1125 1125 834          

 

  



 CCXLVII 

Appendix 213: Benchmark Sensitivity Joint Analyses: MBEFE on FTShort2, EPTShort2 and RPTShort2 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FTShort2 -0.5632   2.8755 * -0.3771   1.2162   0.1921   0.1911    0.0899 1.7904 0.2701 1.6580 0.6620 1.7982 
 EPTShort2 0.0442   0.0316   0.0447   0.0330   -0.3354   1.1874    0.8588 1.5268 0.8558 1.4760 0.2758 1.5384 
 RPTShort2 0.1293   0.2897   0.0013   0.0000   -0.1831   0.4760    0.5904 1.6319 0.9958 1.5459 0.4902 1.6346 

Audit Partne-Specific Variables                        
  EPExp 0.0151   0.4351   0.0276   1.5669   0.0011   0.0015    0.5095 1.3238 0.2107 1.3496 0.9687 1.3227 
 RPExp -0.0389   4.4271 ** -0.0526   8.9067 *** -0.0231   1.4191    0.0354 1.2037 0.0028 1.2103 0.2336 1.1940 

  EPAbility -0.1349   0.0763   -0.2651   0.2892   0.4416   1.0888    0.7824 1.0813 0.5907 1.0914 0.2967 1.0826 
 RPAbility 0.0190   0.0051   0.1895   0.5487   -0.7201   3.1336 *  0.9430 1.2037 0.4588 1.1901 0.0767 1.1915 

  Gender -0.1028   0.1635   -0.2749   0.9926   0.2066   0.4861    0.6860 1.1305 0.3191 1.1327 0.4857 1.1275 
Audit Firm-Specific Variables                        
 Big4 0.1634   0.2664   -0.0285   0.0079   -0.7738   4.5100 **  0.6058 1.9781 0.9294 2.0385 0.0337 1.9879 
 IndExp -0.5674   1.5840   -0.4004   0.7964   -0.8754   2.9933 *  0.2082 1.7108 0.3722 1.7238 0.0836 1.6924 
 Office -0.0878   2.1448   -0.0635   1.0123   0.0745   1.2415    0.1431 2.2989 0.3144 2.3911 0.2652 2.2877 

Client-Specific Variables                        
  Age 0.0942   0.5804   0.0129   0.0100   0.0380   0.0801    0.4461 1.3808 0.9204 1.4156 0.7772 1.3897 
  Size -0.1203   1.0559   -0.0648   0.3199   -0.1567   1.3551    0.3042 5.4557 0.5717 5.5120 0.2444 5.4787 
  OCF 2.0314   2.5777   2.6110   4.6192 ** 0.9222   0.6833    0.1084 1.7445 0.0316 1.7291 0.4085 1.7376 
  Lev 0.8291   0.1106   -0.1258   0.0032   0.4825   0.0775    0.7394 4.8435 0.9550 4.7762 0.7807 4.9064 
  pBank -0.1876   0.2847   -0.0975   0.0950   -0.1148   0.2932    0.5937 5.4916 0.7579 5.4406 0.5882 5.5641 
  Growth 0.8128   3.1102 * 0.6383   1.8713   0.5118   1.8631    0.0778 1.2615 0.1713 1.2740 0.1723 1.2634 
  MB -0.2036   6.8424 *** -0.1630   5.2136 ** 0.0524   0.7836    0.0089 1.3933 0.0224 1.4467 0.3761 1.3936 
  Tax 1.0428   0.1010   -1.2345   0.1305   1.9354   0.2702    0.7506 1.4914 0.7179 1.5621 0.6032 1.4887 
  AC 0.3640   1.8739   0.0912   0.1168   0.1894   0.2352    0.1710 1.6287 0.7325 1.6640 0.6277 1.6627 
  Lag 0.0880   0.0695   0.1445   0.1641   -0.0119   0.0007    0.7920 1.4199 0.6854 1.4141 0.9785 1.4065 
  Busy -0.0955   0.1001   -0.1128   0.1322   0.1593   0.1492    0.7518 1.1047 0.7162 1.1322 0.6993 1.0934 
  Noe 0.0379   2.0650   0.0311   1.2970   0.0672   6.8955 ***  0.1507 3.4693 0.2548 3.5040 0.0086 3.4919 
  Std -9.2677   15.3016 *** -9.9034   14.2655 *** -6.9767   22.7776 ***  0.0001 1.3398 0.0002 1.3430 0.0000 1.3437 
  Intercept 0.5154   0.0439   0.5652   0.0513   -1.4426   0.2300    0.8340 - 0.8208 - 0.6315 - 
Nagelkerke R2 0.2034 0.2331 0.1678         
Number of Obs. 1102 1015 1125         

 

  



 CCXLVIII 

Appendix 214: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong7, EPTLong5 and RPTLong5 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FTLong7 -0.3061   1.6222   -0.3861   1.6067   -0.1265   0.2193    0.2028 1.2882 0.2050 1.2882 0.6396 1.2676 
 EPTLong5 0.2548   0.8016   0.4927   1.9917   0.5892   4.3086 **  0.3706 1.2391 0.1582 1.2391 0.0379 1.2466 
 RPTLong5 0.4187   2.1350   0.2519   0.4051   -0.1349   0.1435    0.1440 1.2209 0.5245 1.2209 0.7049 1.2150 

Audit Partne-Specific Variables                         
  EPExp -0.0165   0.6492   0.0045   0.0285   0.0027   0.0107    0.4204 1.3085 0.8659 1.3085 0.9176 1.3084 
 RPExp -0.0294   2.7458 * -0.0504   5.7141 ** -0.0618   8.0064 ***  0.0975 1.2067 0.0168 1.2067 0.0047 1.2070 

  EPAbility 0.4706   2.0111   0.5723   1.6435   0.1174   0.0428    0.1562 1.0860 0.1998 1.0860 0.8362 1.1091 
 RPAbility -0.4058   2.5274   0.1629   0.2821   0.2347   0.6519    0.1119 1.1889 0.5953 1.1889 0.4194 1.1591 

  Gender -0.2959   1.2783   -0.5181   2.6612   -0.3175   1.2358    0.2582 1.1225 0.1028 1.1225 0.2663 1.1574 
Audit Firm-Specific Variables                         
 Big4 -0.8671   8.6653 *** -0.1304   0.1295   -0.5092   1.8237    0.0032 2.0094 0.7190 2.0094 0.1769 2.0825 
 IndExp -0.9575   4.3823 ** -0.2015   0.1389   -0.4194   0.6869    0.0363 1.6951 0.7093 1.6951 0.4072 1.6274 
 Office -0.0117   0.0386   -0.0386   0.3325   0.0052   0.0058    0.8442 2.3244 0.5642 2.3244 0.9393 2.4011 

Client-Specific Variables                         
  Age -0.0145   0.0197   0.1272   0.6571   0.1093   0.6817    0.8884 1.4332 0.4176 1.4332 0.4090 1.3920 
  Size -0.0153   0.0191   0.0425   0.0887   -0.0552   0.1573    0.8900 5.5092 0.7659 5.5092 0.6917 5.5846 
  OCF 2.2517   3.8169 * 3.2004   5.0750 ** 2.3766   3.0475 *  0.0507 1.7387 0.0243 1.7387 0.0809 1.7493 
  Lev -0.9412   0.1663   -2.0517   0.5415   1.9066   0.7195    0.6834 4.8776 0.4618 4.8776 0.3963 6.4787 
  pBank -0.0946   0.0833   0.0904   0.0586   -0.6243   3.8615 **  0.7729 5.5080 0.8087 5.5080 0.0494 7.1685 
  Growth 0.2299   0.3399   0.7713   2.2825   0.7736   1.2127    0.5599 1.2578 0.1308 1.2578 0.2708 1.3347 
  MB -0.1269   4.7693 ** -0.1972   6.0931 ** -0.2139   5.5394 **  0.0290 1.3893 0.0136 1.3893 0.0186 1.5266 
  Tax -3.1992   1.1703   -5.3511   1.8706   -1.1029   0.0599    0.2793 1.4808 0.1714 1.4808 0.8067 1.5744 
  AC 0.0847   0.1117   -0.0399   0.0168   0.1406   0.2626    0.7382 1.6612 0.8969 1.6612 0.6083 1.6976 
  Lag -0.0873   0.0730   -0.2300   0.3291   -0.3233   0.6387    0.7870 1.4061 0.5662 1.4061 0.4242 1.3885 
  Busy 0.0274   0.0101   -0.1907   0.3064   -0.1124   0.0944    0.9201 1.0938 0.5799 1.0938 0.7587 1.0650 
  Noe 0.0488   5.9040 ** 0.0240   0.6255   0.0343   1.1435    0.0151 3.4738 0.4290 3.4738 0.2849 3.6148 
  Std -2.9914   8.4300 *** -11.7279   18.0190 *** -9.4991   8.5526 ***  0.0037 1.3382 0.0000 1.3382 0.0035 1.3233 
  Intercept -0.1935   0.0064   1.1785   0.1797   -0.3695   0.0134    0.9360 - 0.6716 - 0.9077 - 
Nagelkerke R2 0.1665 0.2409 0.2598          
Number of Obs. 1125 1125 834          
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Appendix 215: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong7, EPTLong5 and RPTLong5 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FTLong7 -0.0308   0.0144   -0.1494   0.3773   -0.1954   0.5575    0.9046 1.2974 0.5390 1.2889 0.4553 1.2882 
 EPTLong5 0.7164   7.0694 *** 0.5155   3.4448 * 0.1388   0.1545    0.0078 1.2226 0.0634 1.2317 0.6942 1.2391 
 RPTLong5 0.1888   0.3772   0.2319   0.5845   0.2986   0.9196    0.5391 1.2143 0.4446 1.2203 0.3376 1.2209 

Audit Partne-Specific Variables                        
  EPExp 0.0015   0.0042   0.0151   0.4477   0.0032   0.0135    0.9486 1.3074 0.5034 1.3323 0.9075 1.3085 
 RPExp -0.0449   5.4959 ** -0.0575   10.0941 *** -0.0244   1.5029    0.0191 1.2213 0.0015 1.2227 0.2202 1.2067 

  EPAbility -0.0654   0.0192   -0.2245   0.2213   0.4452   1.1413    0.8898 1.0847 0.6380 1.0936 0.2854 1.0860 
 RPAbility -0.0707   0.0659   0.1337   0.2664   -0.6881   2.9653 *  0.7974 1.2026 0.6058 1.1866 0.0851 1.1889 

  Gender -0.1212   0.2237   -0.2708   0.9684   0.2010   0.4609    0.6363 1.1265 0.3251 1.1297 0.4972 1.1225 
Audit Firm-Specific Variables                        
 Big4 0.1174   0.1333   -0.0925   0.0788   -0.8185   5.1562 **  0.7151 2.0022 0.7790 2.0658 0.0232 2.0094 
 IndExp -0.6229   1.7706   -0.4792   1.1366   -0.8936   3.1546 *  0.1833 1.7132 0.2864 1.7250 0.0757 1.6951 
 Office -0.0853   1.9571   -0.0566   0.7726   0.0828   1.5059    0.1618 2.3407 0.3794 2.4481 0.2198 2.3244 

Client-Specific Variables                        
  Age 0.1076   0.8205   0.0343   0.0777   0.0611   0.1968    0.3650 1.4232 0.7804 1.4589 0.6574 1.4332 
  Size -0.1005   0.7060   -0.0563   0.2364   -0.1556   1.3805    0.4008 5.4844 0.6268 5.5381 0.2400 5.5092 
  OCF 2.2188   2.8958 * 2.6960   4.7134 ** 0.9526   0.7390    0.0888 1.7468 0.0299 1.7312 0.3900 1.7387 
  Lev 0.4465   0.0278   -0.4088   0.0301   0.5714   0.1143    0.8675 4.8224 0.8622 4.7562 0.7353 4.8776 
  pBank -0.1511   0.1588   -0.0756   0.0497   -0.1298   0.3881    0.6903 5.4389 0.8236 5.3924 0.5333 5.5080 
  Growth 0.7655   3.0286 * 0.5699   1.6061   0.5050   1.8615    0.0818 1.2556 0.2050 1.2660 0.1725 1.2578 
  MB -0.1953   5.9798 ** -0.1576   4.9907 ** 0.0499   0.7298    0.0145 1.3877 0.0255 1.4446 0.3929 1.3893 
  Tax 0.3275   0.0101   -1.7948   0.2853   1.7366   0.2137    0.9201 1.4860 0.5932 1.5449 0.6439 1.4808 
  AC 0.3980   2.3332   0.1383   0.2749   0.1807   0.2106    0.1266 1.6263 0.6001 1.6641 0.6463 1.6612 
  Lag 0.0444   0.0173   0.0820   0.0526   -0.0197   0.0019    0.8955 1.4188 0.8186 1.4112 0.9649 1.4061 
  Busy -0.1332   0.1964   -0.1141   0.1350   0.1681   0.1705    0.6577 1.1044 0.7133 1.1322 0.6797 1.0938 
  Noe 0.0354   1.8562   0.0292   1.1849   0.0677   7.0156 ***  0.1731 3.4511 0.2764 3.4897 0.0081 3.4738 
  Std -9.1874   15.0023 *** -9.7937   13.9719 *** -6.9662   22.2195 ***  0.0001 1.3343 0.0002 1.3379 0.0000 1.3382 
  Intercept 0.5889   0.0526   0.7406   0.0825   -1.8275   0.3768    0.8187 - 0.7740 - 0.5393 - 
Nagelkerke R2 0.2111 0.2393 0.1667         
Number of Obs. 1102 1015 1125         
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Appendix 216: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong8, EPTLong5 and RPTLong5 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FTLong8 -0.3661   2.2172   -0.4299   1.8820   -0.1747   0.4107    0.1365 1.3038 0.1701 1.3038 0.5216 1.2634 
 EPTLong5 0.2411   0.7222   0.4804   1.9759   0.5931   4.4198 **  0.3954 1.2324 0.1598 1.2324 0.0355 1.2393 
 RPTLong5 0.4047   2.0198   0.2294   0.3431   -0.1394   0.1548    0.1553 1.2080 0.5580 1.2080 0.6940 1.2074 

Audit Partne-Specific Variables                         
  EPExp -0.0163   0.6401   0.0049   0.0361   0.0024   0.0082    0.4237 1.3067 0.8494 1.3067 0.9279 1.3044 
 RPExp -0.0303   2.8735 * -0.0509   5.8348 ** -0.0620   8.0709 ***  0.0900 1.2113 0.0157 1.2113 0.0045 1.2086 

  EPAbility 0.4704   2.0159   0.5658   1.6182   0.1219   0.0464    0.1557 1.0868 0.2033 1.0868 0.8294 1.1091 
 RPAbility -0.4030   2.4947   0.1700   0.3084   0.2317   0.6377    0.1142 1.1887 0.5787 1.1887 0.4245 1.1584 

  Gender -0.3011   1.3256   -0.5177   2.6824   -0.3141   1.2173    0.2496 1.1219 0.1015 1.1219 0.2699 1.1571 
Audit Firm-Specific Variables                         
 Big4 -0.8732   8.7354 *** -0.1240   0.1193   -0.5159   1.8685    0.0031 2.0040 0.7298 2.0040 0.1716 2.0789 
 IndExp -0.9574   4.4154 ** -0.2015   0.1431   -0.4173   0.6899    0.0356 1.6958 0.7052 1.6958 0.4062 1.6280 
 Office -0.0115   0.0367   -0.0395   0.3452   0.0064   0.0087    0.8481 2.3213 0.5568 2.3213 0.9257 2.3981 

Client-Specific Variables                         
  Age -0.0109   0.0116   0.1309   0.6853   0.1141   0.7473    0.9142 1.4354 0.4078 1.4354 0.3873 1.3913 
  Size -0.0061   0.0031   0.0483   0.1198   -0.0499   0.1286    0.9557 5.5615 0.7293 5.5615 0.7199 5.6154 
  OCF 2.2758   3.8882 ** 3.2573   5.1687 ** 2.4050   3.1445 *  0.0486 1.7392 0.0230 1.7392 0.0762 1.7512 
  Lev -1.0210   0.1926   -2.1388   0.5891   1.9219   0.7250    0.6608 4.8970 0.4428 4.8970 0.3945 6.4883 
  pBank -0.0871   0.0690   0.1003   0.0715   -0.6298   3.8940 **  0.7928 5.5212 0.7891 5.5212 0.0485 7.1704 
  Growth 0.2330   0.3480   0.7764   2.2527   0.7602   1.1685    0.5553 1.2580 0.1334 1.2580 0.2797 1.3352 
  MB -0.1280   4.8817 ** -0.1976   6.0330 ** -0.2147   5.5924 **  0.0271 1.3893 0.0140 1.3893 0.0180 1.5256 
  Tax -3.2486   1.1946   -5.5792   2.0321   -1.2141   0.0722    0.2744 1.4805 0.1540 1.4805 0.7882 1.5761 
  AC 0.0960   0.1433   -0.0369   0.0145   0.1440   0.2761    0.7050 1.6620 0.9040 1.6620 0.5993 1.6952 
  Lag -0.0838   0.0664   -0.2316   0.3300   -0.3306   0.6633    0.7966 1.4073 0.5657 1.4073 0.4154 1.3885 
  Busy 0.0177   0.0042   -0.2057   0.3616   -0.1159   0.1010    0.9483 1.0927 0.5476 1.0927 0.7507 1.0628 
  Noe 0.0482   5.6971 ** 0.0232   0.5754   0.0338   1.0984    0.0170 3.4725 0.4481 3.4725 0.2946 3.6137 
  Std -2.9955   8.4654 *** -11.6199   17.9060 *** -9.4858   8.5784 ***  0.0036 1.3428 0.0000 1.3428 0.0034 1.3237 
  Intercept -0.2580   0.0113   1.1866   0.1822   -0.4322   0.0180    0.9154 - 0.6695 - 0.8932 - 
Nagelkerke R2 0.1673 0.2413 0.2602          
Number of Obs. 1125 1125 834          

 

  



 CCLI 

Appendix 217: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong8, EPTLong5 and RPTLong5 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FTLong8 -0.0404   0.0257   -0.1924   0.6280   -0.0615   0.0580    0.8726 1.3170 0.4281 1.3112 0.8097 1.3038 
 EPTLong5 0.7161   7.1502 *** 0.5129   3.4641 * 0.1195   0.1186    0.0075 1.2150 0.0627 1.2261 0.7306 1.2324 
 RPTLong5 0.1887   0.3797   0.2268   0.5693   0.2818   0.8393    0.5377 1.2020 0.4505 1.2087 0.3596 1.2080 

Audit Partne-Specific Variables                        
  EPExp 0.0015   0.0041   0.0151   0.4467   0.0043   0.0256    0.9486 1.3063 0.5039 1.3301 0.8730 1.3067 
 RPExp -0.0451   5.5495 ** -0.0579   10.3438 *** -0.0238   1.4113    0.0185 1.2278 0.0013 1.2274 0.2348 1.2113 

  EPAbility -0.0656   0.0194   -0.2269   0.2267   0.4441   1.1251    0.8893 1.0856 0.6340 1.0944 0.2888 1.0868 
 RPAbility -0.0700   0.0648   0.1371   0.2809   -0.6956   2.9536 *  0.7991 1.2025 0.5961 1.1867 0.0857 1.1887 

  Gender -0.1214   0.2249   -0.2690   0.9618   0.1965   0.4420    0.6354 1.1263 0.3267 1.1287 0.5061 1.1219 
Audit Firm-Specific Variables                        
 Big4 0.1163   0.1319   -0.0923   0.0777   -0.7896   4.8613 **  0.7165 1.9990 0.7805 2.0564 0.0275 2.0040 
 IndExp -0.6215   1.7642   -0.4751   1.1307   -0.9029   3.2419 *  0.1841 1.7144 0.2876 1.7260 0.0718 1.6958 
 Office -0.0851   1.9039   -0.0563   0.7399   0.0780   1.3323    0.1676 2.3391 0.3897 2.4394 0.2484 2.3213 

Client-Specific Variables                        
  Age 0.1085   0.8330   0.0390   0.1010   0.0458   0.1127    0.3614 1.4243 0.7506 1.4641 0.7371 1.4354 
  Size -0.0991   0.7037   -0.0513   0.2007   -0.1618   1.5253    0.4015 5.5427 0.6542 5.5893 0.2168 5.5615 
  OCF 2.2257   2.9565 * 2.7286   4.9030 ** 0.8925   0.6641    0.0855 1.7478 0.0268 1.7322 0.4151 1.7392 
  Lev 0.4320   0.0262   -0.4709   0.0399   0.5733   0.1171    0.8714 4.8469 0.8416 4.7750 0.7323 4.8970 
  pBank -0.1497   0.1563   -0.0684   0.0408   -0.1359   0.4429    0.6925 5.4530 0.8399 5.4029 0.5057 5.5212 
  Growth 0.7662   3.0363 * 0.5738   1.6200   0.5011   1.8350    0.0814 1.2555 0.2031 1.2663 0.1755 1.2580 
  MB -0.1954   5.9982 ** -0.1583   5.0633 ** 0.0487   0.6957    0.0143 1.3876 0.0244 1.4445 0.4042 1.3893 
  Tax 0.3076   0.0088   -1.8931   0.3168   1.7410   0.2145    0.9251 1.4858 0.5735 1.5442 0.6433 1.4805 
  AC 0.3978   2.3324   0.1410   0.2853   0.1819   0.2148    0.1267 1.6266 0.5933 1.6660 0.6431 1.6620 
  Lag 0.0444   0.0172   0.0816   0.0515   -0.0141   0.0010    0.8956 1.4201 0.8205 1.4117 0.9746 1.4073 
  Busy -0.1340   0.1994   -0.1187   0.1469   0.1605   0.1538    0.6552 1.1040 0.7015 1.1309 0.6950 1.0927 
  Noe 0.0352   1.8362   0.0287   1.1335   0.0681   7.1029 ***  0.1754 3.4502 0.2870 3.4879 0.0077 3.4725 
  Std -9.1824   14.9958 *** -9.7581   13.9805 *** -6.9212   22.0917 ***  0.0001 1.3397 0.0002 1.3427 0.0000 1.3428 
  Intercept 0.5817   0.0510   0.7226   0.0779   -1.7634   0.3526    0.8213 - 0.7801 - 0.5526 - 
Nagelkerke R2 0.2111 0.2397 0.1657         
Number of Obs. 1102 1015 1125         
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Appendix 218: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong9, EPTLong5 and RPTLong5 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FTLong9 -0.3128   1.4461   -0.6137   3.5514 * -0.2947   0.8742    0.2292 1.3141 0.0595 1.3141 0.3498 1.2655 
 EPTLong5 0.2331   0.6906   0.4832   2.0454   0.6000   4.5100 **  0.4060 1.2314 0.1527 1.2314 0.0337 1.2415 
 RPTLong5 0.4028   2.0111   0.2577   0.4262   -0.1257   0.1241    0.1562 1.2069 0.5139 1.2069 0.7246 1.2065 

Audit Partne-Specific Variables                         
  EPExp -0.0154   0.5944   0.0054   0.0439   0.0018   0.0046    0.4407 1.3071 0.8340 1.3071 0.9462 1.3046 
 RPExp -0.0289   2.6769   -0.0512   6.0476 ** -0.0625   8.3089 ***  0.1018 1.2041 0.0139 1.2041 0.0039 1.2035 

  EPAbility 0.4801   2.1130   0.5514   1.5974   0.1343   0.0575    0.1461 1.0861 0.2063 1.0861 0.8105 1.1088 
 RPAbility -0.4103   2.5814   0.1797   0.3483   0.2287   0.6243    0.1081 1.1882 0.5551 1.1882 0.4295 1.1580 

  Gender -0.3012   1.3303   -0.5086   2.6434   -0.3089   1.1919    0.2488 1.1222 0.1040 1.1222 0.2750 1.1572 
Audit Firm-Specific Variables                         
 Big4 -0.8518   8.2910 *** -0.1179   0.1050   -0.5342   1.9870    0.0040 1.9980 0.7459 1.9980 0.1587 2.0757 
 IndExp -0.9446   4.2631 ** -0.1781   0.1127   -0.4020   0.6547    0.0389 1.6966 0.7371 1.6966 0.4184 1.6300 
 Office -0.0144   0.0583   -0.0402   0.3632   0.0083   0.0147    0.8093 2.3101 0.5467 2.3101 0.9035 2.3930 

Client-Specific Variables                         
  Age -0.0258   0.0649   0.1282   0.6622   0.1178   0.8168    0.7988 1.4120 0.4158 1.4120 0.3661 1.3786 
  Size -0.0120   0.0121   0.0670   0.2420   -0.0384   0.0765    0.9124 5.5926 0.6228 5.5926 0.7821 5.6195 
  OCF 2.2045   3.7907 * 3.3043   5.5238 ** 2.4341   3.2821 *  0.0515 1.7348 0.0188 1.7348 0.0700 1.7437 
  Lev -0.9716   0.1808   -2.2194   0.6101   1.8815   0.7112    0.6707 4.8667 0.4347 4.8667 0.3991 6.4632 
  pBank -0.0979   0.0915   0.1053   0.0767   -0.6260   4.0210 **  0.7623 5.4817 0.7818 5.4817 0.0449 7.1414 
  Growth 0.2296   0.3375   0.7755   2.1671   0.7348   1.0861    0.5613 1.2586 0.1410 1.2586 0.2973 1.3360 
  MB -0.1280   4.8055 ** -0.2043   6.1005 ** -0.2167   5.6634 **  0.0284 1.3893 0.0135 1.3893 0.0173 1.5259 
  Tax -3.2072   1.1672   -5.7420   2.1660   -1.2880   0.0822    0.2800 1.4814 0.1411 1.4814 0.7744 1.5760 
  AC 0.0996   0.1532   -0.0327   0.0113   0.1412   0.2634    0.6955 1.6635 0.9153 1.6635 0.6078 1.6953 
  Lag -0.0871   0.0731   -0.2384   0.3372   -0.3322   0.6587    0.7869 1.4095 0.5615 1.4095 0.4170 1.3890 
  Busy 0.0259   0.0089   -0.1888   0.3038   -0.1184   0.1064    0.9247 1.0932 0.5815 1.0932 0.7442 1.0620 
  Noe 0.0488   5.8493 ** 0.0230   0.5565   0.0337   1.0821    0.0156 3.4726 0.4557 3.4726 0.2982 3.6136 
  Std -2.9898   8.2851 *** -11.7371   17.8945 *** -9.5373   8.4626 ***  0.0040 1.3378 0.0000 1.3378 0.0036 1.3198 
  Intercept -0.2159   0.0082   1.0567   0.1442   -0.5207   0.0266    0.9280 - 0.7041 - 0.8703 - 
Nagelkerke R2 0.1659 0.2440 0.2613          
Number of Obs. 1125 1125 834          
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Appendix 219: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong9, EPTLong5 and RPTLong5 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FTLong9 -0.1238   0.2001   -0.2970   1.1206   0.1649   0.3239    0.6546 1.3229 0.2898 1.3266 0.5693 1.3141 
 EPTLong5 0.7206   7.3379 *** 0.5120   3.4823 * 0.1097   0.1015    0.0068 1.2138 0.0620 1.2254 0.7501 1.2314 
 RPTLong5 0.1962   0.4089   0.2394   0.6293   0.2687   0.7770    0.5225 1.2001 0.4276 1.2085 0.3781 1.2069 

Audit Partne-Specific Variables                        
  EPExp 0.0013   0.0032   0.0152   0.4605   0.0052   0.0374    0.9546 1.3071 0.4974 1.3305 0.8467 1.3071 
 RPExp -0.0457   5.8077 ** -0.0581   10.7497 *** -0.0224   1.3062    0.0160 1.2187 0.0010 1.2196 0.2531 1.2041 

  EPAbility -0.0668   0.0204   -0.2303   0.2387   0.4476   1.1459    0.8865 1.0849 0.6251 1.0936 0.2844 1.0861 
 RPAbility -0.0638   0.0538   0.1400   0.2958   -0.7107   3.0329 *  0.8166 1.2016 0.5866 1.1866 0.0816 1.1882 

  Gender -0.1215   0.2282   -0.2672   0.9661   0.1983   0.4626    0.6328 1.1270 0.3256 1.1288 0.4964 1.1222 
Audit Firm-Specific Variables                        
 Big4 0.1043   0.1046   -0.0974   0.0850   -0.7496   4.4146 **  0.7464 1.9922 0.7706 2.0496 0.0356 1.9980 
 IndExp -0.6139   1.7457   -0.4639   1.0964   -0.9234   3.3731 *  0.1864 1.7150 0.2951 1.7272 0.0663 1.6966 
 Office -0.0836   1.8251   -0.0559   0.7280   0.0723   1.1322    0.1767 2.3261 0.3935 2.4219 0.2873 2.3101 

Client-Specific Variables                        
  Age 0.1131   0.9144   0.0402   0.1088   0.0243   0.0310    0.3390 1.4012 0.7416 1.4442 0.8601 1.4120 
  Size -0.0917   0.6205   -0.0423   0.1395   -0.1795   1.8465    0.4309 5.5732 0.7088 5.6273 0.1742 5.5926 
  OCF 2.2589   3.0897 * 2.7588   5.1369 ** 0.8402   0.5952    0.0788 1.7418 0.0234 1.7278 0.4404 1.7348 
  Lev 0.3771   0.0198   -0.5324   0.0507   0.6324   0.1457    0.8880 4.8104 0.8218 4.7440 0.7027 4.8667 
  pBank -0.1434   0.1430   -0.0620   0.0337   -0.1485   0.5427    0.7053 5.4100 0.8543 5.3684 0.4613 5.4817 
  Growth 0.7662   3.0059 * 0.5707   1.5735   0.4939   1.7490    0.0830 1.2559 0.2097 1.2669 0.1860 1.2586 
  MB -0.1968   6.0085 ** -0.1609   5.0954 ** 0.0473   0.6673    0.0142 1.3877 0.0240 1.4446 0.4140 1.3893 
  Tax 0.2434   0.0056   -1.9842   0.3515   1.8401   0.2415    0.9406 1.4868 0.5533 1.5450 0.6231 1.4814 
  AC 0.3997   2.3528   0.1462   0.3070   0.1686   0.1867    0.1251 1.6277 0.5795 1.6676 0.6657 1.6635 
  Lag 0.0431   0.0162   0.0776   0.0459   -0.0059   0.0002    0.8987 1.4224 0.8304 1.4133 0.9892 1.4095 
  Busy -0.1296   0.1868   -0.1136   0.1353   0.1537   0.1391    0.6656 1.1044 0.7130 1.1313 0.7092 1.0932 
  Noe 0.0348   1.7822   0.0285   1.1075   0.0693   7.3939 ***  0.1819 3.4503 0.2926 3.4881 0.0065 3.4726 
  Std -9.1816   14.9369 *** -9.7869   13.8306 *** -6.8704   21.8048 ***  0.0001 1.3341 0.0002 1.3375 0.0000 1.3378 
  Intercept 0.5322   0.0428   0.6785   0.0691   -1.6252   0.3028    0.8361 - 0.7927 - 0.5821 - 
Nagelkerke R2 0.2114 0.2407 0.1662         
Number of Obs. 1102 1015 1125         
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Appendix 220: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong10, EPTLong5 and RPTLong5 (1/2) 

    Median Beat by 1 Cent Less Real Earnings   Median Beat by 1 Cent Less Real Earnings 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                  
  FTLong10 -0.0973   0.1024   -0.1587   0.1994   -0.3140   0.8208    0.7490 1.2991 0.6552 1.2991 0.3650 1.2739 
 EPTLong5 0.2163   0.6081   0.4496   1.7774   0.5854   4.4245 **  0.4355 1.2303 0.1825 1.2303 0.0354 1.2353 
 RPTLong5 0.3917   1.9341   0.2376   0.3714   -0.1278   0.1282    0.1643 1.2005 0.5423 1.2005 0.7203 1.2077 

Audit Partne-Specific Variables                         
  EPExp -0.0146   0.5409   0.0076   0.0898   0.0020   0.0057    0.4621 1.3070 0.7644 1.3070 0.9397 1.3040 
 RPExp -0.0274   2.4104   -0.0480   5.5117 ** -0.0622   8.1959 ***  0.1205 1.2020 0.0189 1.2020 0.0042 1.2014 

  EPAbility 0.4896   2.1004   0.5633   1.5809   0.1071   0.0363    0.1473 1.0877 0.2086 1.0877 0.8489 1.1105 
 RPAbility -0.4180   2.6820   0.1656   0.2883   0.2323   0.6378    0.1015 1.1882 0.5913 1.1882 0.4245 1.1580 

  Gender -0.3111   1.4058   -0.5375   2.7965 * -0.3071   1.1762    0.2358 1.1223 0.0945 1.1223 0.2781 1.1572 
Audit Firm-Specific Variables                         
 Big4 -0.8179   7.7785 *** -0.0739   0.0427   -0.5336   2.0372    0.0053 1.9881 0.8363 1.9881 0.1535 2.0733 
 IndExp -0.9669   4.3349 ** -0.1897   0.1269   -0.4110   0.6904    0.0373 1.6973 0.7216 1.6973 0.4060 1.6286 
 Office -0.0183   0.0948   -0.0467   0.4889   0.0050   0.0055    0.7582 2.2980 0.4844 2.2980 0.9408 2.3779 

Client-Specific Variables                         
  Age -0.0425   0.1745   0.0842   0.2809   0.1074   0.6907    0.6762 1.3945 0.5961 1.3945 0.4059 1.3684 
  Size -0.0318   0.0892   0.0241   0.0325   -0.0331   0.0561    0.7652 5.5736 0.8568 5.5736 0.8127 5.6704 
  OCF 2.1335   3.6045 * 3.0600   4.8918 ** 2.4023   3.2098 *  0.0576 1.7324 0.0270 1.7324 0.0732 1.7423 
  Lev -0.8999   0.1658   -1.9893   0.5673   1.7394   0.5996    0.6839 4.8669 0.4513 4.8669 0.4387 6.4680 
  pBank -0.1056   0.1139   0.0781   0.0491   -0.6110   3.7963 *  0.7357 5.4798 0.8246 5.4798 0.0514 7.1418 
  Growth 0.2360   0.3632   0.7694   2.2116   0.7553   1.1478    0.5467 1.2582 0.1370 1.2582 0.2840 1.3339 
  MB -0.1270   4.7580 ** -0.1980   5.9808 ** -0.2174   5.5107 **  0.0292 1.3912 0.0145 1.3912 0.0189 1.5274 
  Tax -3.1201   1.1177   -5.2702   1.8581   -1.2226   0.0741    0.2904 1.4798 0.1728 1.4798 0.7854 1.5746 
  AC 0.0837   0.1083   -0.0348   0.0131   0.1385   0.2557    0.7421 1.6633 0.9089 1.6633 0.6131 1.6953 
  Lag -0.0918   0.0824   -0.2304   0.3260   -0.3400   0.6872    0.7741 1.4094 0.5680 1.4094 0.4071 1.3892 
  Busy 0.0134   0.0024   -0.2212   0.4196   -0.1334   0.1370    0.9612 1.0929 0.5171 1.0929 0.7113 1.0623 
  Noe 0.0498   6.2516 ** 0.0265   0.7596   0.0334   1.0554    0.0124 3.4753 0.3835 3.4753 0.3043 3.6139 
  Std -2.9470   8.2592 *** -11.7066   17.4401 *** -9.4518   8.4847 ***  0.0041 1.3371 0.0000 1.3371 0.0036 1.3196 
  Intercept 0.0100   0.0000   1.4224   0.2804   -0.3852   0.0148    0.9966 - 0.5965 - 0.9032 - 
Nagelkerke R2 0.1637 0.2376 0.2611          
Number of Obs. 1125 1125 834          
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Appendix 221: Benchmark Sensitivity Joint Analyses: MBEFE on FTLong10, EPTLong5 and RPTLong5 (2/2) 

    Less FreqBeat Less FreqAF_Switch Just Miss   Less FreqBeat Less FreqAF_Switch Just Miss 

Variable Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
  

Coeff. 
  

Wald 
    

p-Value VIF p-Value VIF p-Value VIF 
              

Test Variables                                 
  FTLong10 -0.1293   0.1722   -0.2455   0.6171   0.4131   1.6785    0.6781 1.3028 0.4321 1.3158 0.1951 1.2991 
 EPTLong5 0.7160   7.3368 *** 0.4999   3.3337 * 0.1095   0.1011    0.0068 1.2126 0.0679 1.2250 0.7505 1.2303 
 RPTLong5 0.1935   0.3960   0.2324   0.5930   0.2590   0.7390    0.5292 1.1924 0.4412 1.2032 0.3900 1.2005 

Audit Partne-Specific Variables                        
  EPExp 0.0013   0.0032   0.0156   0.4878   0.0058   0.0486    0.9551 1.3068 0.4849 1.3302 0.8256 1.3070 
 RPExp -0.0454   5.6710 ** -0.0573   10.4435 *** -0.0210   1.1303    0.0172 1.2153 0.0012 1.2171 0.2877 1.2020 

  EPAbility -0.0695   0.0220   -0.2347   0.2430   0.4664   1.2626    0.8822 1.0865 0.6220 1.0949 0.2612 1.0877 
 RPAbility -0.0658   0.0570   0.1362   0.2762   -0.7143   3.1142 *  0.8113 1.2016 0.5992 1.1866 0.0776 1.1882 

  Gender -0.1200   0.2219   -0.2684   0.9661   0.1980   0.4730    0.6376 1.1270 0.3257 1.1289 0.4916 1.1223 
Audit Firm-Specific Variables                        
 Big4 0.1107   0.1225   -0.0817   0.0617   -0.7295   4.1391 **  0.7263 1.9789 0.8039 2.0385 0.0419 1.9881 
 IndExp -0.6145   1.7364   -0.4666   1.1049   -0.9475   3.5110 *  0.1876 1.7157 0.2932 1.7280 0.0610 1.6973 
 Office -0.0848   1.9276   -0.0592   0.8333   0.0712   1.1276    0.1650 2.3109 0.3613 2.4034 0.2883 2.2980 

Client-Specific Variables                        
  Age 0.1096   0.8552   0.0268   0.0479   0.0189   0.0188    0.3551 1.3848 0.8268 1.4288 0.8908 1.3945 
  Size -0.0928   0.6431   -0.0483   0.1839   -0.1956   2.1996    0.4226 5.5498 0.6680 5.6127 0.1380 5.5736 
  OCF 2.2382   3.0726 * 2.6911   4.9371 ** 0.8000   0.5395    0.0796 1.7385 0.0263 1.7248 0.4626 1.7324 
  Lev 0.3552   0.0179   -0.5400   0.0540   0.7640   0.2074    0.8936 4.8079 0.8162 4.7454 0.6488 4.8669 
  pBank -0.1405   0.1397   -0.0606   0.0335   -0.1720   0.6988    0.7086 5.4073 0.8547 5.3683 0.4032 5.4798 
  Growth 0.7672   3.0354 * 0.5735   1.6187   0.5017   1.8158    0.0815 1.2557 0.2033 1.2664 0.1778 1.2582 
  MB -0.1978   5.9890 ** -0.1616   5.0757 ** 0.0519   0.8102    0.0144 1.3897 0.0243 1.4466 0.3681 1.3912 
  Tax 0.3062   0.0088   -1.7964   0.2892   1.8950   0.2566    0.9253 1.4847 0.5908 1.5415 0.6125 1.4798 
  AC 0.4001   2.3531   0.1426   0.2927   0.1586   0.1620    0.1250 1.6278 0.5885 1.6667 0.6873 1.6633 
  Lag 0.0415   0.0150   0.0761   0.0444   -0.0003   0.0000    0.9024 1.4223 0.8331 1.4138 0.9994 1.4094 
  Busy -0.1340   0.2011   -0.1280   0.1734   0.1518   0.1343    0.6539 1.1042 0.6771 1.1309 0.7140 1.0929 
  Noe 0.0351   1.8123   0.0295   1.1919   0.0688   7.2311 ***  0.1782 3.4525 0.2749 3.4909 0.0072 3.4753 
  Std -9.1564   14.7604 *** -9.7555   13.6661 *** -6.8852   21.9853 ***  0.0001 1.3330 0.0002 1.3371 0.0000 1.3371 
  Intercept 0.5918   0.0541   0.8205   0.1043   -1.6487   0.3195    0.8161 - 0.7467 - 0.5719 - 
Nagelkerke R2 0.2113 0.2398 0.1688         
Number of Obs. 1102 1015 1125        

 



 CCLVI 

Appendix 222: Benchmark Sensitivity Joint Analysis: MBEFE on FT and Team 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FT 0.0241   0.5470    0.4596 1.3647 
  Team 0.0955   1.7537    0.1854 1.1923 
Audit Partne-Specific Variables       
 TeamExp -0.0223   2.0868    0.1486 1.3288 
  TeamAbility 0.0049   0.0004    0.9834 1.1358 
  Gender -0.2347   0.7976    0.3718 1.1202 
Audit Firm-Specific Variables       
  Big4 -0.1336   0.1684    0.6815 1.9875 
 IndExp -0.3325   0.5355    0.4643 1.6998 
 Office -0.0374   0.3590    0.5491 2.2965 

Client-Specific Variables       
 Age 0.0650   0.2876    0.5918 1.4252 
 Size -0.0780   0.4586    0.4983 5.5134 
 OCF 2.4796   4.1501 **  0.0416 1.7322 

  Lev -0.1986   0.0055    0.9410 4.8657 
  pBank -0.1402   0.1344    0.7139 5.4938 
  Growth 0.7808   3.4281 *  0.0641 1.2582 
  MB -0.1757   5.9812 **  0.0145 1.3826 
  Tax -1.6240   0.2402    0.6240 1.4754 
  AC 0.1863   0.5709    0.4499 1.6418 
  Lag -0.0359   0.0115    0.9146 1.4013 
  Busy -0.2338   0.5939    0.4409 1.0887 
  Noe 0.0358   1.8397    0.1750 3.4559 
  Std -9.8393   15.3150 ***  0.0001 1.3250 
  Y2008 -0.0837   0.0564    0.8123 1.6697 
  Y2009 -0.3908   1.0479    0.3060 1.7618 
  Intercept 0.3370   0.0170    0.896 - 
Nagelkerke R2 0.2154    
Number of Obs. 1125      
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Appendix 223: Benchmark Sensitivity Joint Analysis: MBEFE on FTShort and TeamShort 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTShort -0.4011   2.7057 *  0.1000 1.2571 
  TeamShort -0.4433   2.8481 *  0.0915 1.2415 
Audit Partne-Specific Variables       
 TeamExp -0.0246   2.6217    0.1054 1.2958 
  TeamAbility 0.0058   0.0006    0.9803 1.1349 
  Gender -0.2235   0.7309    0.3926 1.1217 
Audit Firm-Specific Variables       
  Big4 -0.1295   0.1640    0.6855 1.9747 
 IndExp -0.3840   0.7155    0.3976 1.7011 
 Office -0.0379   0.3827    0.5361 2.2879 

Client-Specific Variables       
 Age 0.0488   0.1541    0.6946 1.3923 
 Size -0.0772   0.4549    0.5000 5.3927 
 OCF 2.5035   4.3994 **  0.0360 1.7304 

  Lev -0.3204   0.0148    0.9030 4.8474 
  pBank -0.1324   0.1252    0.7234 5.4844 
  Growth 0.8025   3.6476 *  0.0561 1.2606 
  MB -0.1783   6.2543 **  0.0124 1.3821 
  Tax -1.8281   0.3002    0.5838 1.4690 
  AC 0.2023   0.6680    0.4138 1.6422 
  Lag -0.0416   0.0153    0.9014 1.3989 
  Busy -0.2518   0.6802    0.4095 1.0884 
  Noe 0.0356   1.7795    0.1822 3.4497 
  Std -9.7208   14.8116 ***  0.0001 1.3165 
  Intercept 1.3737   0.2921    0.589 - 
Nagelkerke R2 0.2230    
Number of Obs. 1125      
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Appendix 224: Benchmark Sensitivity Joint Analysis: MBEFE on FTLong and TeamLong 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTLong 0.0260   0.0047    0.9456 1.2543 
  TeamLong 0.5870   1.5585    0.2119 1.0731 
Audit Partne-Specific Variables       
 TeamExp -0.0203   1.6933    0.1932 1.2644 
  TeamAbility 0.0290   0.0149    0.9028 1.1347 
  Gender -0.2448   0.8700    0.3510 1.1173 
Audit Firm-Specific Variables       
  Big4 -0.1582   0.2385    0.6253 1.9616 
 IndExp -0.2986   0.4331    0.5105 1.6995 
 Office -0.0354   0.3210    0.5710 2.2738 

Client-Specific Variables       
 Age 0.0861   0.5270    0.4679 1.3883 
 Size -0.0645   0.3295    0.5660 5.4765 
 OCF 2.4883   4.1510 **  0.0416 1.7293 

  Lev -0.1478   0.0029    0.9568 4.8405 
  pBank -0.1518   0.1512    0.6974 5.4540 
  Growth 0.7979   3.5638 *  0.0591 1.2579 
  MB -0.1774   6.0853 **  0.0136 1.3873 
  Tax -1.9029   0.3281    0.5668 1.4709 
  AC 0.1723   0.4930    0.4826 1.6395 
  Lag -0.0317   0.0090    0.9244 1.4024 
  Busy -0.2044   0.4592    0.4980 1.0881 
  Noe 0.0361   1.8765    0.1707 3.4519 
  Std -9.8283   15.5044 ***  0.0001 1.3123 
  Intercept 0.3406   0.0173    0.895 - 
Nagelkerke R2 0.2135    
Number of Obs. 1125      
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Appendix 225: Benchmark Sensitivity Joint Analysis: MBEFE on FTShort2 and 
TeamShort2 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTShort2 -0.3648   1.7521    0.1856 1.2850 
  TeamShort2 0.0918   0.1842    0.6678 1.2977 
Audit Partne-Specific Variables       
 TeamExp -0.0180   1.4288    0.2320 1.2988 
  TeamAbility 0.0404   0.0299    0.8628 1.1355 
  Gender -0.2594   0.9971    0.3180 1.1214 
Audit Firm-Specific Variables       
  Big4 -0.1478   0.2163    0.6419 1.9638 
 IndExp -0.3040   0.4661    0.4948 1.6969 
 Office -0.0395   0.4166    0.5187 2.2795 

Client-Specific Variables       
 Age 0.0767   0.4011    0.5265 1.3804 
 Size -0.0752   0.4380    0.5081 5.3880 
 OCF 2.5764   4.5075 **  0.0337 1.7320 

  Lev -0.2112   0.0064    0.9363 4.8571 
  pBank -0.1398   0.1382    0.7101 5.4926 
  Growth 0.8485   3.9266 **  0.0475 1.2605 
  MB -0.1784   6.2993 **  0.0121 1.3831 
  Tax -2.0465   0.3743    0.5407 1.4734 
  AC 0.1578   0.4057    0.5241 1.6399 
  Lag -0.0294   0.0078    0.9298 1.4007 
  Busy -0.2147   0.5078    0.4761 1.0892 
  Noe 0.0367   1.9210    0.1657 3.4566 
  Std -9.8066   15.2541 ***  0.0001 1.3134 
  Intercept 0.5780   0.0530    0.818 - 
Nagelkerke R2 0.2146    
Number of Obs. 1125      
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Appendix 226: Benchmark Sensitivity Joint Analysis: MBEFE on FTLong7 and 
TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTLong7 -0.0479   0.0394    0.8427 1.2371 
  TeamLong5 0.6581   3.5618 *  0.0591 1.1136 
Audit Partne-Specific Variables       
 TeamExp -0.0235   2.3140    0.1282 1.2884 
  TeamAbility 0.0112   0.0022    0.9625 1.1356 
  Gender -0.2157   0.6944    0.4047 1.1194 
Audit Firm-Specific Variables       
  Big4 -0.1710   0.2749    0.6000 1.9891 
 IndExp -0.3541   0.6078    0.4356 1.7039 
 Office -0.0322   0.2708    0.6028 2.3023 

Client-Specific Variables       
 Age 0.0893   0.5572    0.4554 1.4322 
 Size -0.0598   0.2682    0.6046 5.4330 
 OCF 2.5133   4.0785 **  0.0434 1.7354 

  Lev -0.1437   0.0026    0.9595 4.8352 
  pBank -0.1568   0.1488    0.6997 5.4748 
  Growth 0.7506   3.2889 *  0.0697 1.2575 
  MB -0.1745   6.0103 **  0.0142 1.3818 
  Tax -2.0276   0.3797    0.5378 1.4678 
  AC 0.1912   0.6111    0.4344 1.6436 
  Lag -0.0472   0.0195    0.8890 1.3992 
  Busy -0.2128   0.5022    0.4785 1.0890 
  Noe 0.0355   1.8311    0.1760 3.4441 
  Std -9.8828   15.3787 ***  0.0001 1.3154 
  Intercept 0.3336   0.0159    0.900 - 
Nagelkerke R2 0.2168    
Number of Obs. 1125      

 

  



 CCLXI 

Appendix 227: Benchmark Sensitivity Joint Analysis: MBEFE on FTLong8 and 
TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTLong8 -0.0991   0.1643    0.6852 1.2728 
  TeamLong5 0.6553   3.5547 *  0.0594 1.1118 
Audit Partne-Specific Variables       
 TeamExp -0.0238   2.3704    0.1237 1.2887 
  TeamAbility 0.0128   0.0029    0.9570 1.1352 
  Gender -0.2133   0.6843    0.4081 1.1187 
Audit Firm-Specific Variables       
  Big4 -0.1783   0.2955    0.5867 1.9833 
 IndExp -0.3511   0.6006    0.4384 1.7047 
 Office -0.0313   0.2501    0.6170 2.3005 

Client-Specific Variables       
 Age 0.0948   0.6311    0.4269 1.4359 
 Size -0.0548   0.2300    0.6315 5.4819 
 OCF 2.5433   4.2210 **  0.0399 1.7367 

  Lev -0.1839   0.0042    0.9484 4.8562 
  pBank -0.1518   0.1386    0.7096 5.4905 
  Growth 0.7528   3.3014 *  0.0692 1.2577 
  MB -0.1747   6.0660 **  0.0138 1.3818 
  Tax -2.0718   0.3949    0.5297 1.4680 
  AC 0.1922   0.6178    0.4319 1.6438 
  Lag -0.0463   0.0187    0.8913 1.4001 
  Busy -0.2132   0.5067    0.4766 1.0879 
  Noe 0.0352   1.7816    0.1819 3.4426 
  Std -9.8742   15.3975 ***  0.0001 1.3201 
  Intercept 0.2930   0.0121    0.912 - 
Nagelkerke R2 0.2170    
Number of Obs. 1125      

 

  



 CCLXII 

Appendix 228: Benchmark Sensitivity Joint Analysis: MBEFE on FTLong9 and 
TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTLong9 -0.2245   0.6202    0.4310 1.2887 
  TeamLong5 0.6580   3.5651 *  0.0590 1.1119 
Audit Partne-Specific Variables       
 TeamExp -0.0241   2.4729    0.1158 1.2840 
  TeamAbility 0.0144   0.0037    0.9514 1.1350 
  Gender -0.2094   0.6713    0.4126 1.1189 
Audit Firm-Specific Variables       
  Big4 -0.1907   0.3333    0.5638 1.9768 
 IndExp -0.3376   0.5643    0.4525 1.7056 
 Office -0.0300   0.2283    0.6328 2.2906 

Client-Specific Variables       
 Age 0.1012   0.7339    0.3916 1.4130 
 Size -0.0432   0.1457    0.7026 5.5106 
 OCF 2.5877   4.4637 **  0.0346 1.7320 

  Lev -0.2506   0.0077    0.9299 4.8293 
  pBank -0.1437   0.1243    0.7245 5.4542 
  Growth 0.7530   3.2533 *  0.0713 1.2582 
  MB -0.1766   6.1264 **  0.0133 1.3818 
  Tax -2.1263   0.4185    0.5177 1.4690 
  AC 0.1963   0.6425    0.4228 1.6448 
  Lag -0.0469   0.0191    0.8901 1.4020 
  Busy -0.2056   0.4727    0.4917 1.0883 
  Noe 0.0347   1.7165    0.1901 3.4425 
  Std -9.8970   15.3100 ***  0.0001 1.3145 
  Intercept 0.2003   0.0056    0.940 - 
Nagelkerke R2 0.2179    
Number of Obs. 1125      
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Appendix 229: Benchmark Sensitivity Joint Analysis: MBEFE on FTLong10 and 
TeamLong5 

Variable Coeff.   Wald     
p-Value VIF       

Test Variable        
  FTLong10 -0.2088   0.4371    0.5085 1.2841 
  TeamLong5 0.6568   3.5430 *  0.0598 1.1118 
Audit Partne-Specific Variables       
 TeamExp -0.0239   2.4525    0.1173 1.2844 
  TeamAbility 0.0099   0.0018    0.9665 1.1352 
  Gender -0.2097   0.6692    0.4133 1.1190 
Audit Firm-Specific Variables       
  Big4 -0.1792   0.3040    0.5814 1.9667 
 IndExp -0.3390   0.5683    0.4509 1.7062 
 Office -0.0318   0.2616    0.6090 2.2804 

Client-Specific Variables       
 Age 0.0926   0.6105    0.4346 1.3957 
 Size -0.0469   0.1746    0.6761 5.4955 
 OCF 2.5515   4.3879 **  0.0362 1.7293 

  Lev -0.2790   0.0098    0.9211 4.8316 
  pBank -0.1407   0.1222    0.7267 5.4537 
  Growth 0.7530   3.2951 *  0.0695 1.2579 
  MB -0.1783   6.0915 **  0.0136 1.3832 
  Tax -2.0288   0.3822    0.5364 1.4671 
  AC 0.1939   0.6283    0.4280 1.6447 
  Lag -0.0491   0.0209    0.8852 1.4022 
  Busy -0.2153   0.5199    0.4709 1.0880 
  Noe 0.0353   1.7835    0.1817 3.4461 
  Std -9.8526   15.1760 ***  0.0001 1.3143 
  Intercept 0.3099   0.0140    0.906 - 
Nagelkerke R2 0.2175    
Number of Obs. 1125      
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Appendix 230: Benchmark Analysis – Overview of Results at Audit Firm Level 

Primary Analyses 

  Coeff. Wald p-Value   
FT 0.0301 0.8968 0.3436   
FT ≤ 2 -0.3001 1.3290 0.2490   
FT ≤ 3 -0.4886 4.4054 0.0358 ** 
FT ≥ 7 -0.0177 0.0056 0.9406   
FT ≥ 8 -0.0741 0.0933 0.7601   
FT ≥ 9 -0.2034 0.5065 0.4767   
FT ≥ 10 -0.1867 0.3518 0.5531   
FT ≥ 11 0.0340 0.0082 0.9279   

 
Median 

  Coeff. Wald p-Value   
FT -0.0046 0.0232 0.8791   
FT ≤ 2 -0.2802 1.1105 0.2920   
FT ≤ 3 -0.3362 2.0160 0.1556   
FT ≥ 7 -0.2471 1.0625 0.3026   
FT ≥ 8 -0.3255 1.7330 0.1880   
FT ≥ 9 -0.2781 1.1206 0.2898   
FT ≥ 10 -0.0906 0.0894 0.7650   
FT ≥ 11 -0.1511 0.1875 0.6650   

 
Beat by 1 Cent 

  Coeff. Wald p-Value   
FT 0.0168 0.1917 0.6615   
FT ≤ 2 -0.3692 1.3103 0.2523   
FT ≤ 3 -0.5981 4.2040 0.0403 ** 
FT ≥ 7 -0.3139 1.1201 0.2899   
FT ≥ 8 -0.3779 1.5170 0.2181   
FT ≥ 9 -0.5593 3.0379 0.0813 * 
FT ≥ 10 -0.1355 0.1508 0.6978   
FT ≥ 11 0.1686 0.1572 0.6918   

 
Less Real Earnings 

  Coeff. Wald p-Value   
FT 0.0160 0.2276 0.6333   
FT ≤ 2 -0.1965 0.5136 0.4736   
FT ≤ 3 -0.4164 2.5536 0.1100   
FT ≥ 7 -0.0508 0.0381 0.8453   
FT ≥ 8 -0.1064 0.1544 0.6943   
FT ≥ 9 -0.2314 0.5402 0.4623   
FT ≥ 10 -0.2811 0.6531 0.4190   
FT ≥ 11 -0.1676 0.1641 0.6854   
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Less FreqBeat 

  Coeff. Wald p-Value   
FT 0.0236 0.4742 0.4911   
FT ≤ 2 -0.2648 0.7996 0.3712   
FT ≤ 3 -0.4704 3.6571 0.0558 * 
FT ≥ 7 -0.0485 0.0398 0.8418   
FT ≥ 8 -0.1025 0.1703 0.6798   
FT ≥ 9 -0.2147 0.5369 0.4637   
FT ≥ 10 -0.1886 0.3497 0.5543   
FT ≥ 11 0.0600 0.0252 0.8738   

 
Less FreqAF_Switch 

  Coeff. Wald p-Value   
FT 0.0506 2.3324 0.1267   
FT ≤ 2 -0.4218 2.1697 0.1407   
FT ≤ 3 -0.5723 4.9685 0.0258 ** 
FT ≥ 7 0.1242 0.2465 0.6196   
FT ≥ 8 0.1064 0.1836 0.6683   
FT ≥ 9 0.0046 0.0003 0.9870   
FT ≥ 10 -0.0277 0.0079 0.9292   
FT ≥ 11 0.2049 0.3204 0.5714   

 
Just Miss 

  Coeff. Wald p-Value   
FT -0.0216 0.3768 0.5393   
FT ≤ 2 -0.0836 0.0716 0.7890   
FT ≤ 3 0.3840 2.3592 0.1245   
FT ≥ 7 -0.1649 0.4667 0.4945   
FT ≥ 8 -0.0535 0.0490 0.8249   
FT ≥ 9 0.1648 0.3401 0.5597   
FT ≥ 10 0.4156 1.8639 0.1722   
FT ≥ 11 0.4396 1.5249 0.2169   
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Appendix 231: Benchmark Analysis – Overview of Results at Audit Partner Level 

Primary Analyses 

  Coeff. Wald p-Value   
EPT 0.0734 1.2162 0.2701   
RPT 0.0700 0.9446 0.3311   
EPT ≤ 2 -0.0848 0.1368 0.7115   
RPT ≤ 2 -0.0562 0.0566 0.8119   
EPT ≤ 3 -0.4901 3.7249 0.0536 * 
RPT ≤ 3 -0.2500 0.9601 0.3272   
EPT ≥ 5 0.5706 4.6860 0.0304 ** 
RPT ≥ 5 0.2053 0.4890 0.4844   
EPT ≥ 6 0.1615 0.1831 0.6687   
RPT ≥ 6 0.3723 0.9955 0.3184   

 
Less FT ≤ 3 

  Coeff. Wald p-Value   
EPT 0.0085 0.0142 0.9052   
RPT 0.0048 0.0036 0.9520   
EPT ≤ 2 0.0404 0.0251 0.8741   
RPT ≤ 2 0.1295 0.2471 0.6191   
EPT ≤ 3 -0.3808 1.9871 0.1586   
RPT ≤ 3 -0.1244 0.2122 0.6450   
EPT ≥ 5 0.4314 2.5415 0.1109   
RPT ≥ 5 0.0895 0.0863 0.7690   
EPT ≥ 6 0.0483 0.0151 0.9022   
RPT ≥ 6 0.2306 0.3410 0.5592   

 
Median 

  Coeff. Wald p-Value   
EPT 0.0283 0.1934 0.6601   
RPT 0.1206 3.3460 0.0674 * 
EPT ≤ 2 -0.0937 0.1766 0.6743   
RPT ≤ 2 -0.2404 1.1465 0.2843   
EPT ≤ 3 -0.3540 2.0881 0.1485   
RPT ≤ 3 -0.3533 2.0843 0.1488   
EPT ≥ 5 0.2148 0.6015 0.4380   
RPT ≥ 5 0.3900 1.9391 0.1638   
EPT ≥ 6 0.0205 0.0032 0.9548   
RPT ≥ 6 0.2966 0.7047 0.4012   

 
Beat by 1 Cent 

  Coeff. Wald p-Value   
EPT 0.0158 0.0393 0.8428   
RPT 0.0997 1.2952 0.2551   
EPT ≤ 2 0.0695 0.0553 0.8140   
RPT ≤ 2 -0.3056 0.9579 0.3277   
EPT ≤ 3 -0.2680 0.7204 0.3960   
RPT ≤ 3 -0.6049 3.7780 0.0519 * 
EPT ≥ 5 0.4430 1.7054 0.1916   
RPT ≥ 5 0.2289 0.3496 0.5543   
EPT ≥ 6 -0.3350 0.4654 0.4951   
RPT ≥ 6 0.1623 0.1098 0.7404   
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Less Real Earnings 

  Coeff. Wald p-Value   
EPT 0.0571 0.5790 0.4467   
RPT -0.0181 0.0490 0.8248   
EPT ≤ 2 0.0602 0.0533 0.8175   
RPT ≤ 2 0.1371 0.2456 0.6202   
EPT ≤ 3 -0.4744 2.9254 0.0872 * 
RPT ≤ 3 0.0275 0.0094 0.9228   
EPT ≥ 5 0.5731 4.2102 0.0402 ** 
RPT ≥ 5 -0.1468 0.1735 0.6770   
EPT ≥ 6 0.1675 0.1624 0.6869   
RPT ≥ 6 -0.0102 0.0005 0.9815   

 
Less FreqBeat 

  Coeff. Wald p-Value   
EPT 0.0991 2.1382 0.1437   
RPT 0.0578 0.5895 0.4426   
EPT ≤ 2 -0.1168 0.2406 0.6238   
RPT ≤ 2 -0.0435 0.0321 0.8577   
EPT ≤ 3 -0.5996 5.4206 0.0199 ** 
RPT ≤ 3 -0.1945 0.5303 0.4665   
EPT ≥ 5 0.7115 7.2644 0.0070 *** 
RPT ≥ 5 0.1861 0.3735 0.5411   
EPT ≥ 6 0.2547 0.4234 0.5152   
RPT ≥ 6 0.2876 0.5454 0.4602   

 
Less FreqAF_Switch 

  Coeff. Wald p-Value   
EPT 0.0503 0.5182 0.4716   
RPT 0.0661 0.7903 0.3740   
EPT ≤ 2 -0.0566 0.0577 0.8102   
RPT ≤ 2 -0.1035 0.1818 0.6699   
EPT ≤ 3 -0.4588 2.9452 0.0861 * 
RPT ≤ 3 -0.2366 0.8264 0.3633   
EPT ≥ 5 0.4958 3.2486 0.0715 * 
RPT ≥ 5 0.2224 0.5548 0.4564   
EPT ≥ 6 0.0493 0.0160 0.8995   
RPT ≥ 6 0.3748 0.9848 0.3210   

 
Just Miss 

  Coeff. Wald p-Value   
EPT 0.0272 0.1354 0.7129   
RPT 0.0343 0.2233 0.6366   
EPT ≤ 2 -0.2800 1.3328 0.2483   
RPT ≤ 2 -0.1232 0.2629 0.6081   
EPT ≤ 3 0.2415 0.6903 0.4061   
RPT ≤ 3 -0.1279 0.2188 0.6400   
EPT ≥ 5 0.1166 0.1141 0.7355   
RPT ≥ 5 0.2788 0.8336 0.3612   
EPT ≥ 6 0.1532 0.1256 0.7230   
RPT ≥ 6 -0.1187 0.0890 0.7655   
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Audit Partner Team Tenure 

  Coeff. Wald p-Value   
Team 0.1049 2.2398 0.1345   
Team ≤ 2 -0.0285 0.0198 0.8882   
Team ≤ 3 -0.5889 5.6221 0.0177 ** 
Team ≥ 5 0.6560 3.5515 0.0595 * 
Team ≥ 6 0.5879 1.5894 0.2074   

 

Appendix 232: Benchmark Analysis – Overview of Results of the Joint Analysis 

Primary Analyses 

  Coeff. Wald p-Value   
FT 0.0091 0.0665 0.7965   
EPT 0.0689 0.9590 0.3274   
RPT 0.0662 0.8061 0.3693   
FT ≤ 2 -0.4299 1.9484 0.1628   
EPT ≤ 2 0.0404 0.0285 0.8660   
RPT ≤ 2 0.0787 0.1090 0.7413   
FT ≤ 3 -0.2858 1.0211 0.3123   
EPT ≤ 3 -0.3973 2.2420 0.1343   
RPT ≤ 3 -0.1552 0.3408 0.5594   
FT ≥ 7 -0.1338 0.3063 0.5799   
EPT ≥ 5 0.5896 4.8335 0.0279 ** 
RPT ≥ 5 0.2149 0.5209 0.4704   
FT ≥ 8 -0.1759 0.5372 0.4636   
EPT ≥ 5 0.5884 4.9109 0.0267 ** 
RPT ≥ 5 0.2106 0.5086 0.4757   
FT ≥ 9 -0.2975 1.1573 0.2820   
EPT ≥ 5 0.5906 5.0061 0.0253 ** 
RPT ≥ 5 0.2223 0.5631 0.4530   
FT ≥ 11 -0.2545 0.6776 0.4104   
EPT ≥ 5 0.5779 4.8415 0.0278 ** 
RPT ≥ 5 0.2149 0.5257 0.4684   
FT ≥ 11 -0.0260 0.0049 0.9441   
EPT ≥ 6 0.1626 0.1822 0.6695   
RPT ≥ 6 0.3734 0.9968 0.3181   
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Median 

  Coeff. Wald p-Value   
FT -0.0276 0.5741 0.4487   
EPT 0.0399 0.3573 0.5500   
RPT 0.1322 3.3281 0.0681 * 
FT ≤ 2 -0.1387 0.1613 0.6880   
EPT ≤ 2 -0.0576 0.0560 0.8129   
RPT ≤ 2 -0.1949 0.6515 0.4196   
FT ≤ 3 -0.0298 0.0101 0.9201   
EPT ≤ 3 -0.3450 1.8098 0.1785   
RPT ≤ 3 -0.3428 1.5989 0.2061   
FT ≥ 7 -0.3061 1.6222 0.2028   
EPT ≥ 5 0.2548 0.8016 0.3706   
RPT ≥ 5 0.4187 2.1350 0.1440   
FT ≥ 8 -0.3661 2.2172 0.1365   
EPT ≥ 5 0.2411 0.7222 0.3954   
RPT ≥ 5 0.4047 2.0198 0.1553   
FT ≥ 9 -0.3128 1.4461 0.2292   
EPT ≥ 5 0.2331 0.6906 0.4060   
RPT ≥ 5 0.4028 2.0111 0.1562   
FT ≥ 11 -0.0973 0.1024 0.7490   
EPT ≥ 5 0.2163 0.6081 0.4355   
RPT ≥ 5 0.3917 1.9341 0.1643   
FT ≥ 11 -0.1084 0.0913 0.7626   
EPT ≥ 6 0.0237 0.0043 0.9479   
RPT ≥ 6 0.2992 0.7097 0.3995   

 
Beat by 1 Cent 

  Coeff. Wald p-Value   
FT 0.0050 0.0123 0.9117   
EPT 0.0133 0.0257 0.8726   
RPT 0.0975 1.1098 0.2921   
FT ≤ 2 -0.4395 1.3065 0.2530   
EPT ≤ 2 0.1863 0.3969 0.5287   
RPT ≤ 2 -0.1590 0.2454 0.6204   
FT ≤ 3 -0.3289 0.8018 0.3706   
EPT ≤ 3 -0.1685 0.2837 0.5943   
RPT ≤ 3 -0.4871 2.0278 0.1544   
FT ≥ 7 -0.3861 1.6067 0.2050   
EPT ≥ 5 0.4927 1.9917 0.1582   
RPT ≥ 5 0.2519 0.4051 0.5245   
FT ≥ 8 -0.4299 1.8820 0.1701   
EPT ≥ 5 0.4804 1.9759 0.1598   
RPT ≥ 5 0.2294 0.3431 0.5580   
FT ≥ 9 -0.6137 3.5514 0.0595 * 
EPT ≥ 5 0.4832 2.0454 0.1527   
RPT ≥ 5 0.2577 0.4262 0.5139   
FT ≥ 11 -0.1587 0.1994 0.6552   
EPT ≥ 5 0.4496 1.7774 0.1825   
RPT ≥ 5 0.2376 0.3714 0.5423   
FT ≥ 11 0.2756 0.3906 0.5320   
EPT ≥ 6 -0.3597 0.5146 0.4731   
RPT ≥ 6 0.1508 0.0935 0.7598   
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Less Real Earnings 

  Coeff. Wald p-Value   
FT 0.0155 0.1648 0.6848   
EPT 0.0483 0.3669 0.5447   
RPT -0.0250 0.0874 0.7675   
FT ≤ 2 -0.6799 3.9604 0.0466 ** 
EPT ≤ 2 0.2640 0.9637 0.3262   
RPT ≤ 2 0.3640 1.5832 0.2083   
FT ≤ 3 -0.4171 1.6776 0.1952   
EPT ≤ 3 -0.3269 1.2693 0.2599   
RPT ≤ 3 0.1692 0.3203 0.5714   
FT ≥ 7 -0.1265 0.2193 0.6396   
EPT ≥ 5 0.5892 4.3086 0.0379 ** 
RPT ≥ 5 -0.1349 0.1435 0.7049   
FT ≥ 8 -0.1747 0.4107 0.5216   
EPT ≥ 5 0.5931 4.4198 0.0355 ** 
RPT ≥ 5 -0.1394 0.1548 0.6940   
FT ≥ 9 -0.2947 0.8742 0.3498   
EPT ≥ 5 0.6000 4.5100 0.0337 ** 
RPT ≥ 5 -0.1257 0.1241 0.7246   
FT ≥ 11 -0.3140 0.8208 0.3650   
EPT ≥ 5 0.5854 4.4245 0.0354 ** 
RPT ≥ 5 -0.1278 0.1282 0.7203   
FT ≥ 11 -0.1528 0.1331 0.7153   
EPT ≥ 6 0.1782 0.1821 0.6696   
RPT ≥ 6 -0.0037 0.0001 0.9934   

 
Less FreqBeat 

  Coeff. Wald p-Value   
FT 0.0269 0.5194 0.4711   
EPT 0.0857 1.3994 0.2368   
RPT 0.0456 0.3543 0.5517   
FT ≤ 2 -0.5632 2.8755 0.0899 * 
EPT ≤ 2 0.0442 0.0316 0.8588   
RPT ≤ 2 0.1293 0.2897 0.5904   
FT ≤ 3 -0.3433 1.2425 0.2650   
EPT ≤ 3 -0.4876 3.2465 0.0716 * 
RPT ≤ 3 -0.0798 0.0809 0.7760   
FT ≥ 7 -0.0308 0.0144 0.9046   
EPT ≥ 5 0.7164 7.0694 0.0078 *** 
RPT ≥ 5 0.1888 0.3772 0.5391   
FT ≥ 8 -0.0404 0.0257 0.8726   
EPT ≥ 5 0.7161 7.1502 0.0075 *** 
RPT ≥ 5 0.1887 0.3797 0.5377   
FT ≥ 9 -0.1238 0.2001 0.6546   
EPT ≥ 5 0.7206 7.3379 0.0068 *** 
RPT ≥ 5 0.1962 0.4089 0.5225   
FT ≥ 11 -0.1293 0.1722 0.6781   
EPT ≥ 5 0.7160 7.3368 0.0068 *** 
RPT ≥ 5 0.1935 0.3960 0.5292   
FT ≥ 11 0.1127 0.0934 0.7599   
EPT ≥ 6 0.2492 0.3935 0.5305   
RPT ≥ 6 0.2788 0.5035 0.4780   
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Less FreqAF_Switch 

  Coeff. Wald p-Value   
FT 0.0085 0.0548 0.8149   
EPT 0.0466 0.4117 0.5211   
RPT 0.0628 0.6805 0.4094   
FT ≤ 2 -0.3771 1.2162 0.2701   
EPT ≤ 2 0.0447 0.0330 0.8558   
RPT ≤ 2 0.0013 0.0000 0.9958   
FT ≤ 3 -0.3022 1.1253 0.2888   
EPT ≤ 3 -0.3676 1.7882 0.1811   
RPT ≤ 3 -0.1434 0.2837 0.5943   
FT ≥ 7 -0.1494 0.3773 0.5390   
EPT ≥ 5 0.5155 3.4448 0.0634 * 
RPT ≥ 5 0.2319 0.5845 0.4446   
FT ≥ 8 -0.1924 0.6280 0.4281   
EPT ≥ 5 0.5129 3.4641 0.0627 * 
RPT ≥ 5 0.2268 0.5693 0.4505   
FT ≥ 9 -0.2970 1.1206 0.2898   
EPT ≥ 5 0.5120 3.4823 0.0620 * 
RPT ≥ 5 0.2394 0.6293 0.4276   
FT ≥ 11 -0.2455 0.6171 0.4321   
EPT ≥ 5 0.4999 3.3337 0.0679 * 
RPT ≥ 5 0.2324 0.5930 0.4412   
FT ≥ 11 0.0108 0.0009 0.9767   
EPT ≥ 6 0.0490 0.0155 0.9009   
RPT ≥ 6 0.3743 0.9780 0.3227   

 
Just Miss 

  Coeff. Wald p-Value   
FT -0.0328 0.5813 0.4458   
EPT 0.0424 0.2732 0.6012   
RPT 0.0473 0.3812 0.5369   
FT ≤ 2 0.1921 0.1911 0.6620   
EPT ≤ 2 -0.3354 1.1874 0.2758   
RPT ≤ 2 -0.1831 0.4760 0.4902   
FT ≤ 3 0.5078 2.2134 0.1368   
EPT ≤ 3 0.0826 0.0647 0.7993   
RPT ≤ 3 -0.3276 1.0320 0.3097   
FT ≥ 7 -0.1954 0.5575 0.4553   
EPT ≥ 5 0.1388 0.1545 0.6942   
RPT ≥ 5 0.2986 0.9196 0.3376   
FT ≥ 8 -0.0615 0.0580 0.8097   
EPT ≥ 5 0.1195 0.1186 0.7306   
RPT ≥ 5 0.2818 0.8393 0.3596   
FT ≥ 9 0.1649 0.3239 0.5693   
EPT ≥ 5 0.1097 0.1015 0.7501   
RPT ≥ 5 0.2687 0.7770 0.3781   
FT ≥ 11 0.4131 1.6785 0.1951   
EPT ≥ 5 0.1095 0.1011 0.7505   
RPT ≥ 5 0.2590 0.7390 0.3900   
FT ≥ 11 0.4549 1.5103 0.2191   
EPT ≥ 6 0.1332 0.0909 0.7631   
RPT ≥ 6 -0.1319 0.1167 0.7326   
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Audit Partner Team Tenure 

  Coeff. Wald p-Value   
FT 0.0241 0.5470 0.4596   
Team 0.0955 1.7537 0.1854   
FT ≤ 2 -0.3648 1.7521 0.1856   
Team ≤ 2 0.0918 0.1842 0.6678   
FT ≤ 3 -0.4011 2.7057 0.1000 * 
Team ≤ 3 -0.4433 2.8481 0.0915 * 
FT ≥ 7 -0.0479 0.0394 0.8427   
Team ≥ 5 0.6581 3.5618 0.0591 * 
FT ≥ 8 -0.0991 0.1643 0.6852   
Team ≥ 5 0.6553 3.5547 0.0594 * 
FT ≥ 9 -0.2245 0.6202 0.4310   
Team ≥ 5 0.6580 3.5651 0.0590 * 
FT ≥ 10 -0.2088 0.4371 0.5085   
Team ≥ 5 0.6568 3.5430 0.0598 * 
FT ≥ 11 0.0260 0.0047 0.9456   
Team ≥ 6 0.5870 1.5585 0.2119   
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Appendix 233: Overview of the Mean Adj. R2 of the Different Prediction Models 

Prediction Model Ind. Mean 
Adj. R2 Equation 

MJM SIC 0.0828 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + εit 

JM SIC 0.1000 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + εit 

MJM Frk 0.1083 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + εit 

MJM Ern 0.1135 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + εit 

PAMJM with lag RoA SIC 0.1150 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit-1/Ait-1] + εit 

FLJM SIC 0.1228 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[((1+k)∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[TAit-1/Ait-1] + β5[∆Revit+1/Ait-1] + εit 

DDM SIC 0.1261 WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + εit 

PAJM with lag RoA SIC 0.1271 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit-1/Ait-1] + εit 

JM Frk 0.1401 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + εit 

JM Ern 0.1434 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + εit 

PAMJM with current RoA Ern 0.1581 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit 

PAMJM with current RoA Frk 0.1671 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit 

FLJM Frk 0.1749 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[((1+k)∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[TAit-1/Ait-1] + β5[∆Revit+1/Ait-1] + εit 

PAJM with lag RoA Ern 0.1789 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit-1/Ait-1] + εit 

FLJM Ern 0.1816 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[((1+k)∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[TAit-1/Ait-1] + β5[∆Revit+1/Ait-1] + εit  

DDM Ern 0.1822 WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + εit 

DDM Frk 0.1823 WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + εit 

Prediction Model Ind. Mean Equation 
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Adj. R2 

PAJM with lag RoA Frk 0.1891 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit-1/Ait-1] + εit 

BS_JM with loss proxy ∆OCF SIC 0.2454 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[∆OCFit/Ait-1] + β5[D∆OCFit/Ait-1] + β6[(D∆OCFit*∆OCFit)/Ait-1]+εit 

BS_JM with loss proxy IndOCF SIC 0.2456 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[IndOCFit/Ait-1] + β5[DIndOCFit/Ait-1] + β6[(DIndOCFit*IndOCFit)/Ait-1]+εit 

BS_JM with loss proxy OCF SIC 0.2824 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[OCFit/Ait-1] + β5[DOCFit/Ait-1] + β6[(DOCFit*OCFit)/Ait-1]+εit 

BS_JM with loss proxy ∆OCF Ern 0.2987 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[∆OCFit/Ait-1] + β5[D∆OCFit/Ait-1] + β6[(D∆OCFit*∆OCFit)/Ait-1]+εit 

BS_DDM with loss proxy ∆OCF SIC 0.2997 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[∆OCFit/Ait-1] + β6[D∆OCFit/Ait-1] + β7[(D∆OCFit*∆OCFit)/Ait-1]+εit 

BS_JM with loss proxy ∆OCF Frk 0.3085 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[∆OCFit/Ait-1] + β5[D∆OCFit/Ait-1] + β6[(D∆OCFit*∆OCFit)/Ait-1]+εit 

BS_DDM with loss proxy IndOCF SIC 0.3125 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[IndOCFit/Ait-1] + β6[DIndOCFit/Ait-1] + β7[(DIndOCFit*IndOCFit)/Ait-1]+εit 

BS_JM with loss proxy IndOCF Frk 0.3142 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[IndOCFit/Ait-1] + β5[DIndOCFit/Ait-1] + β6[(DIndOCFit*IndOCFit)/Ait-1]+εit 

BS_JM with loss proxy IndOCF Ern 0.3148 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[IndOCFit/Ait-1] + β5[DIndOCFit/Ait-1] + β6[(DIndOCFit*IndOCFit)/Ait-1]+εit 

BS_DDM with loss proxy OCF SIC 0.3155 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[DOCFit/Ait-1] + β6[(DOCFit*OCFit)/Ait-1]+εit 

PAMJM with current RoA SIC 0.3334 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit 

PAJM with current RoA SIC 0.3337 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit 

McNichols Model SIC 0.3401 WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[∆Revit/Ait-1] + β6[PPEit+1/Ait-1]+ εit 

PAMJM with current RoA Ern 0.3541 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit  

BS_JM with loss proxy OCF Ern 0.3572 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[OCFit/Ait-1] + β5[DOCFit/Ait-1] + β6[(DOCFit*OCFit)/Ait-1]+εit 

PAJM_MJM with current RoA Frk 0.3573 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[(∆Revit - ∆Recit)/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit  

PAMJM with current RoA Ern 0.3603 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit 

Prediction Model Ind. Mean 
Adj. R2 Equation 
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McNichols Model Ern 0.3645 WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[∆Revit/Ait-1] + β6[PPEit+1/Ait-1]+ εit 

PAJM with current RoA Frk 0.3653 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[RoAit/Ait-1] + εit 

BS_JM with loss proxy OCF Frk 0.3690 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[∆Revit/Ait-1] + β3[PPEit/Ait-1] + β4[OCFit/Ait-1] + β5[DOCFit/Ait-1] + β6[(DOCFit*OCFit)/Ait-1]+εit 

McNichols Model Frk 0.3716 WCAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[∆Revit/Ait-1] + β6[PPEit+1/Ait-1]+ εit 

BS_DDM with loss proxy IndOCF Frk 0.3725 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[IndOCFit/Ait-1] + β6[DIndOCFit/Ait-1] + β7[(DIndOCFit*IndOCFit)/Ait-1]+εit 

BS_DDM with loss proxy IndOCF Ern 0.3750 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[IndOCFit/Ait-1] + β6[DIndOCFit/Ait-1] + β7[(DIndOCFit*IndOCFit)/Ait-1]+εit 

BS_DDM with loss proxy ∆OCF Ern 0.3805 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[∆OCFit/Ait-1] + β6[D∆OCFit/Ait-1] + β7[(D∆OCFit*∆OCFit)/Ait-1]+εit 

BS_DDM with loss proxy ∆OCF Frk 0.3841 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[∆OCFit/Ait-1] + β6[D∆OCFit/Ait-1] + β7[(D∆OCFit*∆OCFit)/Ait-1]+εit 

BS_DDM with loss proxy OCF Ern 0.3887 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[DOCFit/Ait-1] + β6[(DOCFit*OCFit)/Ait-1]+εit it 

BS_DDM with loss proxy OCF Frk 0.3971 TAit/Ait-1 = β0 + β1[1/Ait-1] + β2[OCFit-1/Ait-1] + β3[OCFit/Ait-1] + β4[OCFit+1/Ait-1] + β5[DOCFit/Ait-1] + β6[(DOCFit*OCFit)/Ait-1]+εit 
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Appendix 234: Discretionay Accruals Analysis at Audit Firm Level: |DA| on FT 

    |DA|     |DA| 

Variable Coeff.   t-Value       p-Value VIF         
Test Variable                 
  FT -0.0002   -0.5431       0.5874 1.2447 
Audit Firm-Specific Variables               
  Big4 0.0050   1.1221       0.2625 2.0123 
  IndExp 0.0032   0.4921       0.6229 1.6439 
  Office -0.0005   -0.5906       0.5552 2.2868 
Client-Specific Variables               
  Age -0.0006   -0.3972       0.6915 1.3953 
  Size 0.0015   1.0927       0.2752 2.7270 
  OCF 0.0433   1.5466       0.1228 1.7422 
  Lev -0.1001   -2.5090 **     0.0125 7.3587 
  pBank 0.0171   3.0308 ***     0.0026 8.9491 
  Growth -0.0027   -0.4734       0.6362 1.1930 
  MB -0.0017   -1.7917 *     0.0740 1.2236 
  AbsTA 0.1808   4.4490 ***     0.0000 1.6087 
  AC -0.0089   -2.4559 **     0.0145 1.5967 
  Lag 0.0142   3.0897 ***     0.0022 1.3874 
  Busy -0.0005   -0.1287       0.8976 1.0692 
  Y2008 0.0060   1.5483       0.1224 1.6603 
  Y2009 0.0075   1.8786 *     0.0611 1.7547 
  Intercept 0.0451   1.1302       0.2591 - 
Adj. R2 0.2934         
Number of Obs. 1270         
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Appendix 235: Discretionay Accruals Analysis at Audit Firm Level: DA+ and DA- on FT 

     DA+    DA-   DA+ DA- 

Variable  Coeff.   t-Value      Coeff.   t-Value     p-Value             
Test Variable                         
  FT -0.0005   -1.4071     -0.0001   -0.1954     0.1594 0.8451 
Audit Firm-Specific Variables                         
  Big4 0.0052   1.3897     -0.0035   -0.6560     0.1646 0.5118 
  IndExp 0.0132   2.3700 **   -0.0039   -0.5008     0.0178 0.6165 
  Office 0.0001   0.1338     0.0006   0.6728     0.8935 0.5011 
Client-Specific Variables                         
  Age -0.0020   -1.4971     -0.0020   -1.1063     0.1344 0.2686 
  Size 0.0004   0.4070     -0.0002   -0.1237     0.6840 0.9016 
  OCF -0.2268   -13.1747 ***   -0.1800   -9.3921 ***   0.0000 0.0000 
  Lev 0.3469   13.2422 ***   0.2859   10.9831 ***   0.0000 0.0000 
  pBank -0.0604   -14.7559 ***   -0.0501   -12.7014 ***   0.0000 0.0000 
  Growth -0.0019   -0.3777     -0.0029   -0.4279     0.7056 0.6687 
  MB -0.0014   -2.0922 **   0.0005   0.6059     0.0364 0.5446 
  AbsTA 0.1919   10.7671 ***   -0.0849   -3.0724 ***   0.0000 0.0021 
  AC -0.0041   -1.1957     0.0095   2.2741 **   0.2318 0.0230 
  Lag 0.0061   1.4692     -0.0096   -1.6296     0.1418 0.1032 
  Busy -0.0020   -0.5309     -0.0053   -1.0239     0.5955 0.3059 
  Y2008 0.0118   2.7246 ***   0.0029   0.4827     0.0064 0.6293 
  Y2009 0.0141   3.2534 ***   0.0004   0.0635     0.0011 0.9493 
  Intercept -0.2534   -8.5003 ***   -0.2056   -5.2892 ***   0.0000 0.0000 
Adj. R2 -   -       
Number of Obs. 701   569       
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Appendix 236: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort 0.0009   0.2824     0.0027   0.9689     0.0016   0.4038     0.7778 1.0880 0.3326 0.6864 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.1664     0.0053   1.4283     -0.0036   -0.6714     0.2442 1.9988 0.1532 0.5020 
  IndExp 0.0032   0.4838     0.0131   2.3465 **   -0.0038   -0.4907     0.6288 1.6443 0.0190 0.6237 
  Office -0.0005   -0.6214     0.0000   0.0548     0.0007   0.6946     0.5347 2.2803 0.9563 0.4873 
Client-Specific Variables                                     
  Age -0.0007   -0.4546     -0.0022   -1.6183     -0.0020   -1.1167     0.6497 1.3729 0.1056 0.2641 
  Size 0.0014   1.0584     0.0003   0.2474     -0.0002   -0.1249     0.2906 2.6537 0.8046 0.9006 
  OCF 0.0430   1.5351     -0.2272   -13.1880 ***   -0.1801   -9.4125 ***   0.1256 1.7403 0.0000 0.0000 
  Lev -0.0998   -2.4944 **   0.3476   13.2580 ***   0.2862   10.9904 ***   0.0131 7.3579 0.0000 0.0000 
  pBank 0.0171   3.0133 ***   -0.0605   -14.7841 ***   -0.0501   -12.7078 ***   0.0028 8.9460 0.0000 0.0000 
  Growth -0.0027   -0.4698     -0.0017   -0.3393     -0.0028   -0.4173     0.6388 1.1931 0.7344 0.6765 
  MB -0.0017   -1.7876 *   -0.0015   -2.1151 **   0.0005   0.6082     0.0747 1.2235 0.0344 0.5430 
  AbsTA 0.1806   4.4520 ***   0.1919   10.7488 ***   -0.0849   -3.0766 ***   0.0000 1.6083 0.0000 0.0021 
  AC -0.0089   -2.4773 **   -0.0044   -1.2880     0.0094   2.2527 **   0.0137 1.5976 0.1977 0.0243 
  Lag 0.0142   3.0801 ***   0.0059   1.4202     -0.0096   -1.6369     0.0022 1.3894 0.1555 0.1017 
  Busy -0.0005   -0.1387     -0.0021   -0.5496     -0.0053   -1.0109     0.8897 1.0689 0.5826 0.3121 
  Intercept 0.0446   1.0979     -0.2544   -8.5113 ***   -0.2071   -5.3014 ***   0.2730 - 0.0000 0.0000 
Nagelkerke R2 0.2933   -   -           
Number of Obs. 1270   701   569           
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Appendix 237: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong -0.0009   -0.2208     -0.0074   -1.7692 *   -0.0046   -0.8362     0.8254 1.2385 0.0769 0.4030 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.1787     0.0054   1.4592     -0.0038   -0.7045     0.2393 1.9880 0.1445 0.4811 
  IndExp 0.0031   0.4743     0.0132   2.3692 **   -0.0038   -0.4982     0.6356 1.6418 0.0178 0.6183 
  Office -0.0005   -0.6455     0.0000   0.0499     0.0006   0.6321     0.5190 2.2681 0.9602 0.5273 
Client-Specific Variables                                     
  Age -0.0007   -0.4739     -0.0021   -1.5852     -0.0019   -1.0673     0.6359 1.3702 0.1129 0.2858 
  Size 0.0014   1.0427     0.0005   0.5115     0.0000   0.0182     0.2978 2.7566 0.6090 0.9855 
  OCF 0.0430   1.5333     -0.2271   -13.2069 ***   -0.1797   -9.3920 ***   0.1261 1.7406 0.0000 0.0000 
  Lev -0.1000   -2.5044 **   0.3463   13.2291 ***   0.2855   10.9739 ***   0.0127 7.3668 0.0000 0.0000 
  pBank 0.0171   3.0190 ***   -0.0604   -14.7696 ***   -0.0500   -12.7008 ***   0.0027 8.9552 0.0000 0.0000 
  Growth -0.0027   -0.4631     -0.0015   -0.3021     -0.0028   -0.4179     0.6435 1.1926 0.7626 0.6760 
  MB -0.0017   -1.7858 *   -0.0015   -2.1217 **   0.0005   0.5873     0.0750 1.2243 0.0339 0.5570 
  AbsTA 0.1805   4.4597 ***   0.1906   10.7128 ***   -0.0842   -3.0512 ***   0.0000 1.6070 0.0000 0.0023 
  AC -0.0089   -2.4516 **   -0.0037   -1.0840     0.0096   2.3080 **   0.0147 1.6050 0.2784 0.0210 
  Lag 0.0143   3.1148 ***   0.0066   1.5765     -0.0095   -1.6264     0.0020 1.3876 0.1149 0.1039 
  Busy -0.0005   -0.1408     -0.0021   -0.5458     -0.0051   -0.9886     0.8881 1.0692 0.5852 0.3228 
  Intercept 0.0449   1.1226     -0.2576   -8.6112 ***   -0.2072   -5.3280 ***   0.2624 - 0.0000 0.0000 
Nagelkerke R2 0.2932   -   -           
Number of Obs. 1270   701   569           
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Appendix 238: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort and FTLong 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort 0.0008   0.2471     0.0017   0.5787     0.0009   0.2274     0.8050 1.1476 0.5628 0.8201 
  FTLong -0.0006   -0.1443     -0.0068   -1.5888     -0.0043   -0.7667     0.8853 1.3062 0.1121 0.4433 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.1594     0.0053   1.4148     -0.0039   -0.7219     0.2470 2.0014 0.1571 0.4704 
  IndExp 0.0032   0.4849     0.0133   2.3823 **   -0.0038   -0.4886     0.6281 1.6447 0.0172 0.6251 
  Office -0.0005   -0.6239     0.0000   0.0655     0.0006   0.6530     0.5331 2.2815 0.9477 0.5138 
Client-Specific Variables                                     
  Age -0.0007   -0.4492     -0.0021   -1.5271     -0.0018   -1.0450     0.6536 1.3788 0.1267 0.2960 
  Size 0.0014   1.0502     0.0006   0.5503     0.0000   0.0291     0.2943 2.7643 0.5821 0.9768 
  OCF 0.0431   1.5349     -0.2271   -13.2075 ***   -0.1797   -9.3930 ***   0.1257 1.7407 0.0000 0.0000 
  Lev -0.0999   -2.4917 **   0.3466   13.2398 ***   0.2857   10.9761 ***   0.0132 7.3701 0.0000 0.0000 
  pBank 0.0171   3.0064 ***   -0.0604   -14.7746 ***   -0.0501   -12.7017 ***   0.0028 8.9579 0.0000 0.0000 
  Growth -0.0027   -0.4689     -0.0017   -0.3418     -0.0028   -0.4079     0.6394 1.1931 0.7325 0.6834 
  MB -0.0017   -1.7868 *   -0.0015   -2.1290 **   0.0005   0.5848     0.0748 1.2243 0.0333 0.5587 
  AbsTA 0.1806   4.4492 ***   0.1912   10.7305 ***   -0.0840   -3.0422 ***   0.0000 1.6084 0.0000 0.0023 
  AC -0.0089   -2.4652 **   -0.0038   -1.1158     0.0096   2.2889 **   0.0142 1.6093 0.2645 0.0221 
  Lag 0.0142   3.0911 ***   0.0064   1.5341     -0.0096   -1.6345     0.0021 1.3921 0.1250 0.1021 
  Busy -0.0005   -0.1347     -0.0020   -0.5412     -0.0051   -0.9799     0.8929 1.0696 0.5883 0.3271 
  Intercept 0.0444   1.0924     -0.2584   -8.6301 ***   -0.2081   -5.3258 ***   0.2754 - 0.0000 0.0000 
Nagelkerke R2 0.2927   -   -           
Number of Obs. 1270   701   569           
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Appendix 239: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort2 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort2 0.0040   1.1045     0.0018   0.5568     -0.0066   -1.5171     0.2701 1.0563 0.5777 0.1292 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.1025     0.0055   1.4647     -0.0026   -0.4804     0.2710 1.9952 0.1430 0.6309 
  IndExp 0.0034   0.5179     0.0129   2.3207 **   -0.0048   -0.6218     0.6049 1.6440 0.0203 0.5341 
  Office -0.0005   -0.5972     0.0000   0.0313     0.0005   0.5600     0.5507 2.2719 0.9750 0.5755 
Client-Specific Variables                                     
  Age -0.0007   -0.4478     -0.0023   -1.7020 *   -0.0021   -1.2045     0.6545 1.3617 0.0888 0.2284 
  Size 0.0015   1.1139     0.0002   0.1864     -0.0004   -0.3158     0.2660 2.6491 0.8521 0.7522 
  OCF 0.0434   1.5482     -0.2271   -13.1747 ***   -0.1810   -9.4728 ***   0.1225 1.7412 0.0000 0.0000 
  Lev -0.0996   -2.4947 **   0.3471   13.2360 ***   0.2848   10.9568 ***   0.0131 7.3575 0.0000 0.0000 
  pBank 0.0171   3.0193 ***   -0.0605   -14.7726 ***   -0.0500   -12.7080 ***   0.0027 8.9455 0.0000 0.0000 
  Growth -0.0029   -0.5080     -0.0016   -0.3195     -0.0031   -0.4606     0.6118 1.1948 0.7493 0.6451 
  MB -0.0017   -1.8121 *   -0.0015   -2.1245 **   0.0006   0.6639     0.0708 1.2246 0.0336 0.5068 
  AbsTA 0.1809   4.4688 ***   0.1913   10.7193 ***   -0.0858   -3.1187 ***   0.0000 1.6075 0.0000 0.0018 
  AC -0.0089   -2.4676 **   -0.0042   -1.2469     0.0097   2.3305 **   0.0141 1.5959 0.2124 0.0198 
  Lag 0.0142   3.0748 ***   0.0060   1.4418     -0.0095   -1.6295     0.0023 1.3871 0.1493 0.1032 
  Busy -0.0005   -0.1335     -0.0022   -0.5763     -0.0058   -1.1130     0.8939 1.0683 0.5644 0.2657 
  Intercept 0.0432   1.0706     -0.2528   -8.4708 ***   -0.1996   -5.1207 ***   0.2851 - 0.0000 0.0000 
Adj. R2 0.2942   -   -           
Number of Obs. 1270   701   569           
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Appendix 240: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong7 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong7 -0.0012   -0.3874     -0.0036   -1.2976     -0.0007   -0.1819     0.6987 1.1832 0.1944 0.8557 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.1429     0.0052   1.3866     -0.0035   -0.6520     0.2538 2.0112 0.1656 0.5144 
  IndExp 0.0032   0.4821     0.0131   2.3497 **   -0.0039   -0.5037     0.6300 1.6422 0.0188 0.6145 
  Office -0.0005   -0.5965     0.0001   0.1631     0.0006   0.6719     0.5512 2.2944 0.8705 0.5016 
Client-Specific Variables                                     
  Age -0.0006   -0.4021     -0.0020   -1.4515     -0.0020   -1.1038     0.6879 1.4089 0.1466 0.2697 
  Size 0.0014   1.0631     0.0003   0.2588     -0.0002   -0.1400     0.2884 2.6577 0.7958 0.8886 
  OCF 0.0433   1.5508     -0.2269   -13.1767 ***   -0.1799   -9.3788 ***   0.1218 1.7439 0.0000 0.0000 
  Lev -0.1000   -2.5100 **   0.3475   13.2631 ***   0.2858   10.9794 ***   0.0125 7.3593 0.0000 0.0000 
  pBank 0.0171   3.0376 ***   -0.0604   -14.7665 ***   -0.0501   -12.6971 ***   0.0026 8.9558 0.0000 0.0000 
  Growth -0.0026   -0.4633     -0.0017   -0.3296     -0.0029   -0.4251     0.6434 1.1926 0.7417 0.6708 
  MB -0.0017   -1.7865 *   -0.0014   -2.0684 **   0.0005   0.6081     0.0749 1.2234 0.0386 0.5431 
  AbsTA 0.1807   4.4498 ***   0.1919   10.7630 ***   -0.0850   -3.0748 ***   0.0000 1.6084 0.0000 0.0021 
  AC -0.0089   -2.4632 **   -0.0041   -1.2126     0.0095   2.2756 **   0.0142 1.5961 0.2253 0.0229 
  Lag 0.0142   3.0851 ***   0.0061   1.4622     -0.0096   -1.6310     0.0022 1.3903 0.1437 0.1029 
  Busy -0.0005   -0.1370     -0.0019   -0.5049     -0.0054   -1.0312     0.8911 1.0688 0.6137 0.3025 
  Intercept 0.0452   1.1309     -0.2543   -8.5220 ***   -0.2055   -5.2874 ***   0.2589 - 0.0000 0.0000 
Adj. R2 0.2933   -   -           
Number of Obs. 1270   701   569           
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Appendix 241: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong8 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong8 0.0001   0.0192     -0.0018   -0.6120     -0.0009   -0.2379     0.9847 1.2217 0.5405 0.8120 
Audit Firm-Specific Variables                                     
  Big4 0.0053   1.1905     0.0054   1.4583     -0.0036   -0.6614     0.2346 2.0076 0.1447 0.5084 
  IndExp 0.0031   0.4702     0.0130   2.3301 **   -0.0039   -0.5016     0.6385 1.6418 0.0198 0.6160 
  Office -0.0005   -0.6397     0.0001   0.0969     0.0006   0.6787     0.5227 2.2967 0.9228 0.4973 
Client-Specific Variables                                     
  Age -0.0007   -0.4842     -0.0022   -1.5998     -0.0019   -1.0811     0.6285 1.4100 0.1096 0.2796 
  Size 0.0014   1.0229     0.0002   0.2045     -0.0002   -0.1314     0.3070 2.6701 0.8380 0.8955 
  OCF 0.0430   1.5416     -0.2268   -13.1496 ***   -0.1797   -9.3483 ***   0.1240 1.7481 0.0000 0.0000 
  Lev -0.0998   -2.5080 **   0.3469   13.2222 ***   0.2856   10.9607 ***   0.0126 7.3759 0.0000 0.0000 
  pBank 0.0171   3.0274 ***   -0.0604   -14.7372 ***   -0.0500   -12.6758 ***   0.0026 8.9817 0.0000 0.0000 
  Growth -0.0027   -0.4639     -0.0014   -0.2866     -0.0029   -0.4307     0.6430 1.1926 0.7744 0.6667 
  MB -0.0017   -1.7856 *   -0.0014   -2.0759 **   0.0005   0.6078     0.0750 1.2235 0.0379 0.5433 
  AbsTA 0.1804   4.4575 ***   0.1909   10.7109 ***   -0.0850   -3.0778 ***   0.0000 1.6071 0.0000 0.0021 
  AC -0.0089   -2.4688 **   -0.0041   -1.2091     0.0095   2.2783 **   0.0140 1.5985 0.2266 0.0227 
  Lag 0.0143   3.1041 ***   0.0062   1.4763     -0.0096   -1.6339     0.0021 1.3876 0.1399 0.1023 
  Busy -0.0005   -0.1485     -0.0021   -0.5410     -0.0053   -1.0300     0.8820 1.0687 0.5885 0.3030 
  Intercept 0.0454   1.1333     -0.2534   -8.4833 ***   -0.2056   -5.2902 ***   0.2579 - 0.0000 0.0000 
Adj. R2 0.2932   -   -           
Number of Obs. 1270   701   569           
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Appendix 242: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong9 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong9 0.0004   0.1330     -0.0046   -1.4696     -0.0063   -1.4757     0.8943 1.2502 0.1417 0.1400 
Audit Firm-Specific Variables                                     
  Big4 0.0053   1.2011     0.0053   1.4228     -0.0045   -0.8363     0.2305 2.0015 0.1548 0.4030 
  IndExp 0.0031   0.4666     0.0133   2.3777 **   -0.0038   -0.4943     0.6410 1.6422 0.0174 0.6211 
  Office -0.0005   -0.6485     0.0001   0.1619     0.0007   0.7405     0.5171 2.2836 0.8714 0.4590 
Client-Specific Variables                                     
  Age -0.0007   -0.5078     -0.0020   -1.5175     -0.0016   -0.8763     0.6119 1.3906 0.1291 0.3809 
  Size 0.0013   0.9995     0.0004   0.3772     0.0002   0.1279     0.3182 2.7154 0.7060 0.8982 
  OCF 0.0429   1.5372     -0.2269   -13.1794 ***   -0.1785   -9.3268 ***   0.1251 1.7429 0.0000 0.0000 
  Lev -0.0998   -2.5036 **   0.3471   13.2520 ***   0.2857   10.9965 ***   0.0127 7.3588 0.0000 0.0000 
  pBank 0.0171   3.0222 ***   -0.0604   -14.7764 ***   -0.0501   -12.7323 ***   0.0027 8.9480 0.0000 0.0000 
  Growth -0.0026   -0.4580     -0.0019   -0.3842     -0.0029   -0.4281     0.6472 1.1939 0.7008 0.6686 
  MB -0.0017   -1.7861 *   -0.0014   -2.0490 **   0.0005   0.5763     0.0749 1.2235 0.0405 0.5644 
  AbsTA 0.1804   4.4548 ***   0.1913   10.7464 ***   -0.0831   -3.0147 ***   0.0000 1.6073 0.0000 0.0026 
  AC -0.0089   -2.4624 **   -0.0040   -1.1705     0.0099   2.3686 **   0.0143 1.6015 0.2418 0.0179 
  Lag 0.0143   3.1001 ***   0.0064   1.5241     -0.0096   -1.6405     0.0021 1.3863 0.1275 0.1009 
  Busy -0.0005   -0.1533     -0.0019   -0.5069     -0.0051   -0.9919     0.8783 1.0699 0.6123 0.3213 
  Intercept 0.0457   1.1349     -0.2568   -8.5761 ***   -0.2103   -5.4021 ***   0.2572 - 0.0000 0.0000 
Adj. R2 0.2932   -   -           
Number of Obs. 1270   701   569           
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Appendix 243: Discretionay Accruals Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong10 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong10 -0.0017   -0.4991     -0.0039   -1.1095     -0.0018   -0.3890     0.6180 1.2540 0.2672 0.6972 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.1504     0.0055   1.4734     -0.0036   -0.6793     0.2507 1.9940 0.1406 0.4970 
  IndExp 0.0032   0.4821     0.0132   2.3724 **   -0.0039   -0.5060     0.6300 1.6424 0.0177 0.6129 
  Office -0.0005   -0.6236     0.0001   0.0925     0.0006   0.6626     0.5333 2.2718 0.9263 0.5076 
Client-Specific Variables                                     
  Age -0.0006   -0.4428     -0.0021   -1.5990     -0.0019   -1.1074     0.6582 1.3771 0.1098 0.2681 
  Size 0.0015   1.0805     0.0004   0.3466     -0.0001   -0.0779     0.2807 2.7380 0.7289 0.9379 
  OCF 0.0432   1.5375     -0.2269   -13.1713 ***   -0.1798   -9.3916 ***   0.1250 1.7412 0.0000 0.0000 
  Lev -0.1002   -2.5083 **   0.3462   13.2002 ***   0.2859   10.9830 ***   0.0126 7.3646 0.0000 0.0000 
  pBank 0.0171   3.0231 ***   -0.0603   -14.7317 ***   -0.0501   -12.7027 ***   0.0027 8.9541 0.0000 0.0000 
  Growth -0.0027   -0.4738     -0.0017   -0.3311     -0.0030   -0.4393     0.6359 1.1936 0.7405 0.6605 
  MB -0.0017   -1.7866 *   -0.0014   -2.0478 **   0.0005   0.5930     0.0748 1.2235 0.0406 0.5532 
  AbsTA 0.1805   4.4643 ***   0.1904   10.6890 ***   -0.0848   -3.0728 ***   0.0000 1.6068 0.0000 0.0021 
  AC -0.0088   -2.4242 **   -0.0039   -1.1543     0.0096   2.2916 **   0.0158 1.6036 0.2484 0.0219 
  Lag 0.0143   3.1196 ***   0.0064   1.5229     -0.0095   -1.6236     0.0020 1.3868 0.1278 0.1045 
  Busy -0.0004   -0.1258     -0.0020   -0.5353     -0.0052   -1.0086     0.9000 1.0700 0.5925 0.3132 
  Intercept 0.0443   1.1044     -0.2552   -8.5305 ***   -0.2065   -5.3023 ***   0.2701 - 0.0000 0.0000 
Adj. R2 0.2934   -   -           
Number of Obs. 1270   701   569           
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Appendix 244: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FT (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FT 0.0003   0.6760     -0.0005   -1.4561     -0.0005   -1.1191     0.4995 1.2841 0.1454 0.2631 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.3960     0.0058   1.6394     -0.0008   -0.1674     0.1636 2.0461 0.1011 0.8670 
  IndExp 0.0035   0.5545     0.0113   2.0959 **   0.0006   0.0864     0.5796 1.6903 0.0361 0.9311 
  Office -0.0005   -0.6801     -0.0004   -0.5578     -0.0007   -0.7728     0.4969 2.2817 0.5770 0.4396 
Client-Specific Variables                                     
  Age 0.0001   0.1119     -0.0011   -0.8545     -0.0015   -0.9509     0.9110 1.4239 0.3928 0.3416 
  Size -0.0010   -0.8202     0.0011   0.9986     0.0012   1.1114     0.4127 2.7756 0.3180 0.2664 
  OCF -0.0170   -0.5845     -0.2061   -11.9168 ***   -0.1782   -9.6239 ***   0.5593 1.5278 0.0000 0.0000 
  Lev 0.0093   0.2289     0.2829   10.6146 ***   0.3104   10.3998 ***   0.8191 15.2799 0.0000 0.0000 
  pBank -0.0018   -0.2639     -0.0503   -12.0688 ***   -0.0525   -11.5222 ***   0.7920 16.5790 0.0000 0.0000 
  Growth 0.0050   1.0923     -0.0053   -1.0724     -0.0050   -0.8185     0.2755 1.1977 0.2836 0.4131 
  MB -0.0005   -0.5647     -0.0005   -0.7023     0.0003   0.4078     0.5727 1.2287 0.4825 0.6835 
  AbsTA 0.0648   1.9417 *   0.1262   6.3268 ***   0.0119   0.4281     0.0530 1.3664 0.0000 0.6686 
  AC -0.0051   -1.6929 *   -0.0052   -1.5498     0.0080   2.1227 **   0.0914 1.6146 0.1212 0.0338 
  Lag 0.0077   1.8193 *   0.0061   1.4446     -0.0052   -0.9428     0.0697 1.3913 0.1486 0.3458 
  Busy -0.0012   -0.3824     -0.0019   -0.5116     -0.0048   -1.0435     0.7024 1.0705 0.6089 0.2967 
  Intercept 0.0144   0.3415     -0.2070   -6.8482 ***   -0.2334   -6.3491 ***   0.7329 - 0.0000 0.0000 
Adj. R2 0.1417   -   -           
Number of Obs. 1080   656   538           
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Appendix 245: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort -0.0003   -0.1001     0.0026   0.9652     0.0014   0.3986     0.9204 1.1009 0.3344 0.6902 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.3324     0.0060   1.6761 *   0.0001   0.0123     0.1836 2.0290 0.0937 0.9902 
  IndExp 0.0037   0.5899     0.0111   2.0646 **   0.0004   0.0506     0.5557 1.6893 0.0390 0.9597 
  Office -0.0005   -0.6269     -0.0005   -0.6438     -0.0007   -0.8593     0.5311 2.2728 0.5197 0.3902 
Client-Specific Variables                                     
  Age 0.0002   0.2132     -0.0013   -0.9699     -0.0018   -1.1199     0.8313 1.4050 0.3321 0.2628 
  Size -0.0008   -0.7438     0.0009   0.8445     0.0011   0.9584     0.4575 2.7046 0.3984 0.3379 
  OCF -0.0167   -0.5682     -0.2065   -11.9340 ***   -0.1791   -9.6671 ***   0.5703 1.5269 0.0000 0.0000 
  Lev 0.0094   0.2299     0.2837   10.6367 ***   0.3091   10.3414 ***   0.8183 15.2878 0.0000 0.0000 
  pBank -0.0018   -0.2636     -0.0505   -12.1108 ***   -0.0523   -11.4619 ***   0.7923 16.5855 0.0000 0.0000 
  Growth 0.0049   1.0773     -0.0051   -1.0288     -0.0052   -0.8364     0.2821 1.1975 0.3036 0.4029 
  MB -0.0005   -0.5776     -0.0005   -0.7403     0.0004   0.4504     0.5639 1.2284 0.4591 0.6524 
  AbsTA 0.0649   1.9345 *   0.1264   6.3305 ***   0.0096   0.3487     0.0539 1.3667 0.0000 0.7273 
  AC -0.0050   -1.6924 *   -0.0055   -1.6306     0.0079   2.1018 **   0.0915 1.6141 0.1030 0.0356 
  Lag 0.0076   1.7792 *   0.0060   1.4120     -0.0048   -0.8783     0.0761 1.3897 0.1580 0.3798 
  Busy -0.0011   -0.3532     -0.0020   -0.5350     -0.0048   -1.0449     0.7242 1.0699 0.5927 0.2961 
  Intercept 0.0145   0.3407     -0.2084   -6.8792 ***   -0.2342   -6.3096 ***   0.7335 - 0.0000 0.0000 
Nagelkerke R2 0.1412   -   -           
Number of Obs. 1080   656   538           
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Appendix 246: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong 0.0024   0.6442     -0.0081   -1.9827 **   -0.0072   -1.4503     0.5199 1.2881 0.0474 0.1470 
Audit Firm-Specific Variables                                     
  Big4 0.0050   1.3740     0.0060   1.6844 *   -0.0005   -0.1080     0.1704 2.0279 0.0921 0.9140 
  IndExp 0.0036   0.5722     0.0111   2.0722 **   0.0006   0.0854     0.5676 1.6854 0.0382 0.9320 
  Office -0.0005   -0.6296     -0.0005   -0.6624     -0.0008   -0.9029     0.5294 2.2589 0.5077 0.3666 
Client-Specific Variables                                     
  Age 0.0002   0.1838     -0.0012   -0.9338     -0.0016   -1.0324     0.8543 1.3977 0.3504 0.3019 
  Size -0.0010   -0.8375     0.0012   1.1395     0.0013   1.1994     0.4029 2.8118 0.2545 0.2304 
  OCF -0.0167   -0.5692     -0.2067   -11.9701 ***   -0.1794   -9.7010 ***   0.5696 1.5269 0.0000 0.0000 
  Lev 0.0094   0.2323     0.2832   10.6413 ***   0.3105   10.4178 ***   0.8165 15.2792 0.0000 0.0000 
  pBank -0.0018   -0.2646     -0.0504   -12.1205 ***   -0.0526   -11.5494 ***   0.7915 16.5790 0.0000 0.0000 
  Growth 0.0050   1.0857     -0.0051   -1.0336     -0.0053   -0.8548     0.2784 1.1976 0.3013 0.3927 
  MB -0.0005   -0.5704     -0.0005   -0.7251     0.0003   0.4089     0.5688 1.2282 0.4684 0.6826 
  AbsTA 0.0645   1.9251 *   0.1254   6.2951 ***   0.0125   0.4510     0.0550 1.3675 0.0000 0.6520 
  AC -0.0052   -1.7237 *   -0.0047   -1.3956     0.0082   2.1893 **   0.0857 1.6230 0.1628 0.0286 
  Lag 0.0077   1.8051 *   0.0065   1.5286     -0.0052   -0.9470     0.0719 1.3893 0.1264 0.3436 
  Busy -0.0012   -0.3820     -0.0019   -0.5122     -0.0046   -0.9981     0.7027 1.0710 0.6085 0.3182 
  Intercept 0.0151   0.3578     -0.2116   -6.9878 ***   -0.2353   -6.3965 ***   0.7207 - 0.0000 0.0000 
Nagelkerke R2 0.1416   -   -           
Number of Obs. 1080   656   538           
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Appendix 247: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort2 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort2 -0.0012   -0.4447     -0.0001   -0.0415     -0.0040   -1.0159     0.6568 1.0637 0.9669 0.3097 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.3502     0.0062   1.7444 *   0.0009   0.1876     0.1778 2.0227 0.0811 0.8512 
  IndExp 0.0036   0.5781     0.0110   2.0363 **   -0.0003   -0.0368     0.5636 1.6879 0.0417 0.9707 
  Office -0.0005   -0.6363     -0.0005   -0.6867     -0.0009   -1.0047     0.5250 2.2643 0.4923 0.3150 
Client-Specific Variables                                     
  Age 0.0002   0.2146     -0.0014   -1.0829     -0.0018   -1.1776     0.8302 1.3929 0.2788 0.2390 
  Size -0.0009   -0.7670     0.0008   0.7366     0.0009   0.8452     0.4436 2.7014 0.4613 0.3980 
  OCF -0.0168   -0.5720     -0.2064   -11.9161 ***   -0.1800   -9.7156 ***   0.5677 1.5270 0.0000 0.0000 
  Lev 0.0090   0.2194     0.2838   10.6331 ***   0.3064   10.2659 ***   0.8264 15.3102 0.0000 0.0000 
  pBank -0.0017   -0.2546     -0.0506   -12.1198 ***   -0.0520   -11.4176 ***   0.7992 16.6054 0.0000 0.0000 
  Growth 0.0050   1.0903     -0.0048   -0.9671     -0.0054   -0.8721     0.2764 1.1982 0.3335 0.3832 
  MB -0.0005   -0.5604     -0.0005   -0.7174     0.0004   0.5042     0.5756 1.2318 0.4732 0.6141 
  AbsTA 0.0649   1.9356 *   0.1259   6.2987 ***   0.0092   0.3346     0.0538 1.3664 0.0000 0.7379 
  AC -0.0050   -1.6863 *   -0.0053   -1.5839     0.0080   2.1417 **   0.0927 1.6131 0.1132 0.0322 
  Lag 0.0076   1.7803 *   0.0063   1.4731     -0.0050   -0.9052     0.0759 1.3871 0.1407 0.3653 
  Busy -0.0011   -0.3512     -0.0020   -0.5450     -0.0051   -1.1018     0.7257 1.0686 0.5857 0.2706 
  Intercept 0.0153   0.3598     -0.2069   -6.8338 ***   -0.2273   -6.1304 ***   0.7192 - 0.0000 0.0000 
Adj. R2 0.1414   -   -           
Number of Obs. 1080   656   538           

 

  



 CCXC 

Appendix 248: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong7 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong7 0.0019   0.7051     -0.0039   -1.4337     -0.0055   -1.5922     0.4813 1.1964 0.1517 0.1113 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.3915     0.0058   1.6330     -0.0010   -0.2119     0.1650 2.0423 0.1025 0.8322 
  IndExp 0.0036   0.5723     0.0112   2.0849 **   0.0005   0.0761     0.5675 1.6852 0.0371 0.9393 
  Office -0.0005   -0.6790     -0.0004   -0.5212     -0.0007   -0.7570     0.4976 2.2798 0.6022 0.4491 
Client-Specific Variables                                     
  Age 0.0001   0.0827     -0.0011   -0.8014     -0.0013   -0.8425     0.9342 1.4374 0.4229 0.3995 
  Size -0.0009   -0.7992     0.0009   0.8782     0.0012   1.1214     0.4247 2.7195 0.3798 0.2621 
  OCF -0.0172   -0.5947     -0.2061   -11.9167 ***   -0.1768   -9.5334 ***   0.5524 1.5300 0.0000 0.0000 
  Lev 0.0098   0.2412     0.2831   10.6244 ***   0.3092   10.3917 ***   0.8095 15.2836 0.0000 0.0000 
  pBank -0.0019   -0.2792     -0.0503   -12.0657 ***   -0.0522   -11.5079 ***   0.7803 16.5919 0.0000 0.0000 
  Growth 0.0049   1.0699     -0.0050   -1.0187     -0.0047   -0.7571     0.2854 1.1974 0.3083 0.4490 
  MB -0.0005   -0.5688     -0.0005   -0.6954     0.0003   0.4192     0.5699 1.2283 0.4868 0.6751 
  AbsTA 0.0650   1.9523 *   0.1260   6.3198 ***   0.0126   0.4564     0.0517 1.3665 0.0000 0.6481 
  AC -0.0051   -1.6894 *   -0.0053   -1.5718     0.0079   2.1177 **   0.0921 1.6134 0.1160 0.0342 
  Lag 0.0077   1.8216 *   0.0062   1.4571     -0.0057   -1.0258     0.0694 1.3912 0.1451 0.3050 
  Busy -0.0011   -0.3724     -0.0018   -0.4929     -0.0050   -1.0893     0.7098 1.0695 0.6221 0.2760 
  Intercept 0.0143   0.3411     -0.2082   -6.8855 ***   -0.2322   -6.3261 ***   0.7332 - 0.0000 0.0000 
Adj. R2 0.1418   -   -           
Number of Obs. 1080   656   538           

 

  



 CCXCI 

Appendix 249: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong8 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong8 0.0025   0.9454     -0.0022   -0.7575     -0.0055   -1.5277     0.3451 1.2474 0.4488 0.1266 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.4160     0.0060   1.6916 *   -0.0011   -0.2159     0.1577 2.0406 0.0907 0.8290 
  IndExp 0.0035   0.5652     0.0110   2.0526 **   0.0006   0.0897     0.5723 1.6851 0.0401 0.9285 
  Office -0.0005   -0.7040     -0.0004   -0.5906     -0.0006   -0.7456     0.4819 2.2854 0.5548 0.4559 
Client-Specific Variables                                     
  Age 0.0001   0.0474     -0.0013   -0.9462     -0.0013   -0.8126     0.9622 1.4372 0.3441 0.4164 
  Size -0.0009   -0.8308     0.0009   0.8199     0.0012   1.1240     0.4067 2.7316 0.4123 0.2610 
  OCF -0.0174   -0.6024     -0.2058   -11.8793 ***   -0.1769   -9.5366 ***   0.5473 1.5308 0.0000 0.0000 
  Lev 0.0100   0.2462     0.2829   10.5973 ***   0.3086   10.3711 ***   0.8057 15.2859 0.0000 0.0000 
  pBank -0.0019   -0.2816     -0.0504   -12.0547 ***   -0.0522   -11.4928 ***   0.7785 16.5900 0.0000 0.0000 
  Growth 0.0049   1.0832     -0.0048   -0.9856     -0.0051   -0.8348     0.2795 1.1972 0.3243 0.4038 
  MB -0.0005   -0.5730     -0.0005   -0.6862     0.0003   0.4326     0.5670 1.2281 0.4926 0.6653 
  AbsTA 0.0648   1.9449 *   0.1256   6.2921 ***   0.0130   0.4700     0.0526 1.3664 0.0000 0.6384 
  AC -0.0052   -1.7203 *   -0.0052   -1.5376     0.0081   2.1534 **   0.0863 1.6178 0.1241 0.0313 
  Lag 0.0077   1.8241 *   0.0063   1.4702     -0.0055   -1.0018     0.0690 1.3894 0.1415 0.3164 
  Busy -0.0011   -0.3759     -0.0019   -0.5243     -0.0050   -1.0774     0.7072 1.0693 0.6001 0.2813 
  Intercept 0.0150   0.3566     -0.2076   -6.8581 ***   -0.2333   -6.3529 ***   0.7216 - 0.0000 0.0000 
Adj. R2 0.1421   -   -           
Number of Obs. 1080   656   538           

 

  



 CCXCII 

Appendix 250: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong9 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong9 0.0026   0.8655     -0.0051   -1.6575 *   -0.0076   -1.9818 **   0.3874 1.2909 0.0974 0.0475 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.4018     0.0059   1.6622 *   -0.0013   -0.2688     0.1619 2.0355 0.0965 0.7881 
  IndExp 0.0035   0.5510     0.0113   2.1096 **   0.0007   0.0971     0.5820 1.6884 0.0349 0.9226 
  Office -0.0005   -0.6832     -0.0004   -0.5264     -0.0007   -0.7615     0.4950 2.2779 0.5986 0.4463 
Client-Specific Variables                                     
  Age 0.0001   0.0971     -0.0012   -0.8785     -0.0013   -0.8095     0.9227 1.4177 0.3797 0.4182 
  Size -0.0010   -0.8449     0.0011   1.0126     0.0014   1.2697     0.3987 2.7655 0.3112 0.2042 
  OCF -0.0172   -0.5969     -0.2057   -11.8987 ***   -0.1779   -9.6356 ***   0.5510 1.5292 0.0000 0.0000 
  Lev 0.0095   0.2334     0.2830   10.6250 ***   0.3117   10.4729 ***   0.8156 15.2792 0.0000 0.0000 
  pBank -0.0018   -0.2676     -0.0504   -12.0871 ***   -0.0527   -11.6056 ***   0.7891 16.5788 0.0000 0.0000 
  Growth 0.0051   1.1172     -0.0054   -1.1022     -0.0054   -0.8723     0.2647 1.1992 0.2704 0.3830 
  MB -0.0005   -0.5861     -0.0004   -0.6202     0.0003   0.4144     0.5582 1.2282 0.5352 0.6786 
  AbsTA 0.0649   1.9457 *   0.1258   6.3106 ***   0.0133   0.4818     0.0525 1.3664 0.0000 0.6300 
  AC -0.0052   -1.7241 *   -0.0051   -1.5122     0.0086   2.2907 **   0.0856 1.6209 0.1305 0.0220 
  Lag 0.0077   1.8035 *   0.0065   1.5190     -0.0053   -0.9635     0.0722 1.3879 0.1288 0.3353 
  Busy -0.0012   -0.3994     -0.0018   -0.4856     -0.0047   -1.0207     0.6898 1.0713 0.6273 0.3074 
  Intercept 0.0159   0.3765     -0.2110   -6.9613 ***   -0.2384   -6.4810 ***   0.7067 - 0.0000 0.0000 
Adj. R2 0.1420   -   -           
Number of Obs. 1080   656   538           

 

  



 CCXCIII 

Appendix 251: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong10 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong10 0.0026   0.7898     -0.0034   -0.9794     -0.0045   -1.0483     0.4302 1.2919 0.3274 0.2945 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.3936     0.0061   1.7169 *   -0.0005   -0.1039     0.1644 2.0332 0.0860 0.9172 
  IndExp 0.0035   0.5582     0.0112   2.0843 **   0.0005   0.0657     0.5771 1.6871 0.0371 0.9476 
  Office -0.0005   -0.6585     -0.0004   -0.6164     -0.0007   -0.8645     0.5107 2.2662 0.5377 0.3873 
Client-Specific Variables                                     
  Age 0.0002   0.1419     -0.0013   -0.9783     -0.0016   -1.0458     0.8872 1.4054 0.3279 0.2957 
  Size -0.0010   -0.8473     0.0010   0.9083     0.0013   1.1159     0.3974 2.7822 0.3637 0.2645 
  OCF -0.0168   -0.5777     -0.2062   -11.9143 ***   -0.1790   -9.6707 ***   0.5638 1.5271 0.0000 0.0000 
  Lev 0.0094   0.2315     0.2832   10.6151 ***   0.3102   10.3925 ***   0.8170 15.2793 0.0000 0.0000 
  pBank -0.0018   -0.2640     -0.0504   -12.0903 ***   -0.0525   -11.5157 ***   0.7919 16.5791 0.0000 0.0000 
  Growth 0.0051   1.1080     -0.0051   -1.0301     -0.0055   -0.8865     0.2686 1.2000 0.3030 0.3753 
  MB -0.0005   -0.5750     -0.0005   -0.6691     0.0003   0.3955     0.5657 1.2281 0.5034 0.6925 
  AbsTA 0.0645   1.9274 *   0.1256   6.2940 ***   0.0115   0.4152     0.0548 1.3669 0.0000 0.6780 
  AC -0.0052   -1.7293 *   -0.0051   -1.4964     0.0081   2.1696 **   0.0847 1.6234 0.1346 0.0300 
  Lag 0.0077   1.8092 *   0.0064   1.4995     -0.0051   -0.9187     0.0713 1.3889 0.1337 0.3583 
  Busy -0.0012   -0.4038     -0.0019   -0.5196     -0.0047   -1.0077     0.6866 1.0724 0.6034 0.3136 
  Intercept 0.0155   0.3661     -0.2091   -6.8933 ***   -0.2351   -6.3786 ***   0.7146 - 0.0000 0.0000 
Adj. R2 0.1419   -   -           
Number of Obs. 1080   656   538           

 

  



 CCXCIV 

Appendix 252: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FT (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FT -0.0001   -0.1727     -0.0007   -1.7068 *   -0.0004   -0.6878     0.8630 1.2531 0.0879 0.4916 
Audit Firm-Specific Variables                                     
  Big4 0.0055   1.1605     0.0049   1.2935     -0.0044   -0.7230     0.2467 2.0465 0.1958 0.4697 
  IndExp 0.0014   0.2051     0.0117   2.0184 **   -0.0043   -0.5162     0.8376 1.6617 0.0435 0.6057 
  Office -0.0006   -0.6826     0.0003   0.4030     0.0007   0.6993     0.4954 2.3343 0.6870 0.4844 
Client-Specific Variables                                     
  Age -0.0003   -0.1590     -0.0013   -0.8950     -0.0015   -0.7767     0.8738 1.4167 0.3708 0.4373 
  Size 0.0011   0.7810     -0.0002   -0.1508     -0.0001   -0.0866     0.4354 2.6635 0.8802 0.9310 
  OCF 0.0370   1.2411     -0.2298   -12.5272 ***   -0.1780   -8.7417 ***   0.2155 1.7618 0.0000 0.0000 
  Lev -0.1132   -2.8112 ***   0.3525   12.0264 ***   0.2880   10.4840 ***   0.0052 7.3226 0.0000 0.0000 
  pBank 0.0193   3.4534 ***   -0.0595   -13.0118 ***   -0.0501   -11.9375 ***   0.0006 8.8485 0.0000 0.0000 
  Growth 0.0027   0.4246     0.0048   0.8349     -0.0024   -0.3191     0.6714 1.1963 0.4038 0.7497 
  MB -0.0016   -1.5785     -0.0015   -1.9797 **   0.0006   0.6912     0.1154 1.2663 0.0477 0.4894 
  AbsTA 0.1794   4.2888 ***   0.1858   9.3097 ***   -0.0869   -2.9315 ***   0.0000 1.6132 0.0000 0.0034 
  AC -0.0081   -2.0876 **   -0.0021   -0.6063     0.0092   1.9810 **   0.0376 1.5964 0.5443 0.0476 
  Lag 0.0150   2.8023 ***   0.0073   1.6616 *   -0.0089   -1.2813     0.0054 1.3807 0.0966 0.2001 
  Busy 0.0009   0.2555     -0.0010   -0.2598     -0.0076   -1.2822     0.7985 1.0947 0.7950 0.1998 
  Intercept 0.0564   1.3441     -0.2539   -8.0366 ***   -0.2086   -4.6501 ***   0.1799 - 0.0000 0.0000 
Adj. R2 0.3046   -   -           
Number of Obs. 1133   636   497           

 

  



 CCXCV 

Appendix 253: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort -0.0009   -0.2615     0.0033   1.0823     0.0048   1.0611     0.7939 1.0758 0.2791 0.2886 
Audit Firm-Specific Variables                                     
  Big4 0.0058   1.2165     0.0051   1.3371     -0.0044   -0.7283     0.2247 2.0302 0.1812 0.4664 
  IndExp 0.0013   0.1898     0.0113   1.9550 *   -0.0043   -0.5134     0.8496 1.6614 0.0506 0.6076 
  Office -0.0006   -0.7305     0.0002   0.2744     0.0008   0.7321     0.4656 2.3197 0.7838 0.4641 
Client-Specific Variables                                     
  Age -0.0003   -0.1979     -0.0015   -1.0628     -0.0017   -0.8473     0.8433 1.3954 0.2879 0.3968 
  Size 0.0010   0.7552     -0.0004   -0.3663     -0.0002   -0.1247     0.4507 2.5969 0.7141 0.9008 
  OCF 0.0369   1.2373     -0.2297   -12.5034 ***   -0.1787   -8.7888 ***   0.2169 1.7610 0.0000 0.0000 
  Lev -0.1131   -2.8102 ***   0.3534   12.0367 ***   0.2886   10.5117 ***   0.0053 7.3166 0.0000 0.0000 
  pBank 0.0193   3.4512 ***   -0.0597   -13.0264 ***   -0.0502   -11.9623 ***   0.0006 8.8392 0.0000 0.0000 
  Growth 0.0028   0.4307     0.0052   0.8998     -0.0024   -0.3138     0.6670 1.1963 0.3682 0.7537 
  MB -0.0016   -1.5729     -0.0015   -2.0043 **   0.0007   0.7177     0.1167 1.2662 0.0450 0.4729 
  AbsTA 0.1793   4.2973 ***   0.1857   9.2865 ***   -0.0874   -2.9551 ***   0.0000 1.6130 0.0000 0.0031 
  AC -0.0081   -2.0913 **   -0.0026   -0.7324     0.0089   1.9340 *   0.0373 1.5970 0.4639 0.0531 
  Lag 0.0151   2.8151 ***   0.0072   1.6299     -0.0090   -1.2987     0.0052 1.3837 0.1031 0.1940 
  Busy 0.0009   0.2371     -0.0012   -0.3063     -0.0075   -1.2607     0.8127 1.0945 0.7593 0.2074 
  Intercept 0.0568   1.3450     -0.2551   -8.0523 ***   -0.2119   -4.7199 ***   0.1796 - 0.0000 0.0000 
Nagelkerke R2 0.3046   -   -           
Number of Obs. 1133   636   497           

 

  



 CCXCVI 

Appendix 254: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong -0.0002   -0.0445     -0.0074   -1.7717 *   -0.0048   -0.8409     0.9645 1.2561 0.0764 0.4004 
Audit Firm-Specific Variables                                     
  Big4 0.0056   1.1832     0.0052   1.3757     -0.0041   -0.6812     0.2376 2.0188 0.1689 0.4957 
  IndExp 0.0014   0.1998     0.0115   1.9829 **   -0.0044   -0.5217     0.8418 1.6601 0.0474 0.6019 
  Office -0.0006   -0.7088     0.0002   0.2607     0.0006   0.6097     0.4790 2.3037 0.7944 0.5421 
Client-Specific Variables                                     
  Age -0.0003   -0.1816     -0.0014   -1.0310     -0.0016   -0.7962     0.8560 1.3988 0.3026 0.4259 
  Size 0.0011   0.7600     -0.0001   -0.0748     0.0000   -0.0357     0.4478 2.7028 0.9404 0.9715 
  OCF 0.0369   1.2370     -0.2295   -12.5127 ***   -0.1782   -8.7583 ***   0.2170 1.7613 0.0000 0.0000 
  Lev -0.1131   -2.8042 ***   0.3516   11.9993 ***   0.2877   10.4734 ***   0.0054 7.3316 0.0000 0.0000 
  pBank 0.0193   3.4408 ***   -0.0595   -13.0093 ***   -0.0501   -11.9328 ***   0.0007 8.8532 0.0000 0.0000 
  Growth 0.0027   0.4268     0.0053   0.9152     -0.0025   -0.3274     0.6698 1.1960 0.3601 0.7434 
  MB -0.0016   -1.5745     -0.0014   -1.9773 **   0.0006   0.6835     0.1164 1.2670 0.0480 0.4943 
  AbsTA 0.1793   4.2944 ***   0.1838   9.2157 ***   -0.0868   -2.9303 ***   0.0000 1.6129 0.0000 0.0034 
  AC -0.0081   -2.0880 **   -0.0017   -0.4907     0.0093   2.0072 **   0.0376 1.6058 0.6237 0.0447 
  Lag 0.0150   2.8182 ***   0.0079   1.7956 *   -0.0087   -1.2547     0.0051 1.3787 0.0726 0.2096 
  Busy 0.0009   0.2486     -0.0012   -0.3185     -0.0074   -1.2525     0.8038 1.0942 0.7501 0.2104 
  Intercept 0.0562   1.3401     -0.2585   -8.1474 ***   -0.2107   -4.6947 ***   0.1812 - 0.0000 0.0000 
Nagelkerke R2 0.3046   -   -           
Number of Obs. 1133   636   497           

 

  



 CCXCVII 

Appendix 255: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort2 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort2 0.0022   0.6050     0.0028   0.7818     -0.0051   -0.9254     0.5456 1.0438 0.4343 0.3548 
Audit Firm-Specific Variables                                     
  Big4 0.0054   1.1449     0.0052   1.3670     -0.0028   -0.4685     0.2531 2.0262 0.1716 0.6394 
  IndExp 0.0015   0.2154     0.0111   1.9155 *   -0.0046   -0.5447     0.8296 1.6608 0.0554 0.5860 
  Office -0.0006   -0.6833     0.0002   0.2361     0.0006   0.5658     0.4949 2.3095 0.8134 0.5715 
Client-Specific Variables                                     
  Age -0.0003   -0.1866     -0.0016   -1.1495     -0.0016   -0.8190     0.8521 1.3903 0.2503 0.4128 
  Size 0.0011   0.8017     -0.0004   -0.4086     -0.0004   -0.2926     0.4233 2.5915 0.6829 0.7698 
  OCF 0.0369   1.2359     -0.2299   -12.4982 ***   -0.1789   -8.7949 ***   0.2174 1.7608 0.0000 0.0000 
  Lev -0.1130   -2.8054 ***   0.3529   12.0169 ***   0.2879   10.4838 ***   0.0053 7.3166 0.0000 0.0000 
  pBank 0.0193   3.4500 ***   -0.0597   -13.0154 ***   -0.0501   -11.9492 ***   0.0006 8.8390 0.0000 0.0000 
  Growth 0.0027   0.4151     0.0052   0.9042     -0.0030   -0.3936     0.6784 1.1967 0.3659 0.6938 
  MB -0.0016   -1.5892     -0.0015   -2.0068 **   0.0007   0.7179     0.1130 1.2667 0.0448 0.4728 
  AbsTA 0.1792   4.2905 ***   0.1854   9.2669 ***   -0.0871   -2.9437 ***   0.0000 1.6130 0.0000 0.0032 
  AC -0.0081   -2.0957 **   -0.0023   -0.6735     0.0091   1.9644 **   0.0369 1.5946 0.5007 0.0495 
  Lag 0.0149   2.7967 ***   0.0073   1.6575 *   -0.0087   -1.2532     0.0055 1.3801 0.0974 0.2101 
  Busy 0.0010   0.2598     -0.0013   -0.3468     -0.0078   -1.3188     0.7952 1.0938 0.7288 0.1872 
  Intercept 0.0558   1.3259     -0.2537   -8.0137 ***   -0.2071   -4.6126 ***   0.1858 - 0.0000 0.0000 
Adj. R2 0.3048   -   -           
Number of Obs. 1133   636   497           

 

  



 CCXCVIII 

Appendix 256: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong7 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong7 -0.0009   -0.2609     -0.0045   -1.5792     -0.0016   -0.3925     0.7944 1.1857 0.1143 0.6947 
Audit Firm-Specific Variables                                     
  Big4 0.0055   1.1530     0.0050   1.3009     -0.0040   -0.6528     0.2498 2.0434 0.1933 0.5139 
  IndExp 0.0014   0.2058     0.0115   1.9837 **   -0.0043   -0.5150     0.8371 1.6602 0.0473 0.6066 
  Office -0.0006   -0.6641     0.0003   0.4202     0.0007   0.6690     0.5071 2.3432 0.6743 0.5035 
Client-Specific Variables                                     
  Age -0.0002   -0.1339     -0.0012   -0.8436     -0.0016   -0.8035     0.8936 1.4315 0.3989 0.4217 
  Size 0.0011   0.7872     -0.0004   -0.3474     -0.0002   -0.1700     0.4317 2.5992 0.7283 0.8650 
  OCF 0.0371   1.2482     -0.2295   -12.5052 ***   -0.1781   -8.7299 ***   0.2129 1.7636 0.0000 0.0000 
  Lev -0.1132   -2.8177 ***   0.3527   12.0305 ***   0.2880   10.4774 ***   0.0051 7.3219 0.0000 0.0000 
  pBank 0.0194   3.4659 ***   -0.0595   -12.9922 ***   -0.0500   -11.9237 ***   0.0006 8.8562 0.0000 0.0000 
  Growth 0.0028   0.4298     0.0051   0.8895     -0.0025   -0.3265     0.6676 1.1961 0.3737 0.7441 
  MB -0.0016   -1.5778     -0.0014   -1.9437 *   0.0007   0.7021     0.1156 1.2660 0.0519 0.4826 
  AbsTA 0.1794   4.2858 ***   0.1860   9.3136 ***   -0.0874   -2.9454 ***   0.0000 1.6134 0.0000 0.0032 
  AC -0.0081   -2.0942 **   -0.0022   -0.6299     0.0091   1.9718 **   0.0370 1.5952 0.5288 0.0486 
  Lag 0.0149   2.7994 ***   0.0073   1.6667 *   -0.0089   -1.2797     0.0054 1.3842 0.0956 0.2006 
  Busy 0.0010   0.2588     -0.0009   -0.2435     -0.0076   -1.2902     0.7960 1.0943 0.8076 0.1970 
  Intercept 0.0564   1.3436     -0.2548   -8.0579 ***   -0.2089   -4.6542 ***   0.1800 - 0.0000 0.0000 
Adj. R2 0.3046   -   -           
Number of Obs. 1133   636   497           

 

  



 CCXCIX 

Appendix 257: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong8 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong8 0.0007   0.2121     -0.0023   -0.7793     -0.0018   -0.4208     0.8322 1.2314 0.4358 0.6739 
Audit Firm-Specific Variables                                     
  Big4 0.0058   1.2073     0.0052   1.3682     -0.0040   -0.6580     0.2282 2.0393 0.1713 0.5105 
  IndExp 0.0014   0.1949     0.0112   1.9363 *   -0.0043   -0.5126     0.8456 1.6600 0.0528 0.6083 
  Office -0.0007   -0.7230     0.0002   0.3245     0.0007   0.6745     0.4702 2.3454 0.7456 0.5000 
Client-Specific Variables                                     
  Age -0.0003   -0.2161     -0.0015   -1.0266     -0.0016   -0.7782     0.8291 1.4336 0.3046 0.4364 
  Size 0.0010   0.7473     -0.0004   -0.3861     -0.0002   -0.1642     0.4554 2.6104 0.6994 0.8696 
  OCF 0.0367   1.2378     -0.2289   -12.4531 ***   -0.1778   -8.6950 ***   0.2167 1.7684 0.0000 0.0000 
  Lev -0.1128   -2.8043 ***   0.3519   11.9818 ***   0.2875   10.4450 ***   0.0053 7.3455 0.0000 0.0000 
  pBank 0.0193   3.4403 ***   -0.0595   -12.9630 ***   -0.0500   -11.8918 ***   0.0007 8.8893 0.0000 0.0000 
  Growth 0.0027   0.4265     0.0054   0.9351     -0.0026   -0.3402     0.6700 1.1960 0.3497 0.7337 
  MB -0.0016   -1.5765     -0.0014   -1.9365 *   0.0007   0.7016     0.1159 1.2660 0.0528 0.4829 
  AbsTA 0.1793   4.3009 ***   0.1846   9.2365 ***   -0.0875   -2.9541 ***   0.0000 1.6129 0.0000 0.0031 
  AC -0.0082   -2.1071 **   -0.0021   -0.6163     0.0092   1.9779 **   0.0359 1.5993 0.5377 0.0479 
  Lag 0.0150   2.8208 ***   0.0075   1.7032 *   -0.0088   -1.2708     0.0051 1.3804 0.0885 0.2038 
  Busy 0.0009   0.2410     -0.0012   -0.3073     -0.0076   -1.2864     0.8097 1.0941 0.7586 0.1983 
  Intercept 0.0564   1.3411     -0.2541   -8.0242 ***   -0.2093   -4.6644 ***   0.1808 - 0.0000 0.0000 
Adj. R2 0.3046   -   -           
Number of Obs. 1133   636   497           

 

  



 CCC 

Appendix 258: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong9 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong9 0.0013   0.4220     -0.0048   -1.5162     -0.0071   -1.5670     0.6733 1.2639 0.1295 0.1171 
Audit Firm-Specific Variables                                     
  Big4 0.0058   1.2224     0.0051   1.3473     -0.0051   -0.8458     0.2224 2.0325 0.1779 0.3977 
  IndExp 0.0013   0.1889     0.0116   2.0006 **   -0.0045   -0.5382     0.8503 1.6605 0.0454 0.5904 
  Office -0.0007   -0.7357     0.0003   0.3856     0.0008   0.7453     0.4624 2.3273 0.6998 0.4561 
Client-Specific Variables                                     
  Age -0.0004   -0.2347     -0.0014   -0.9677     -0.0012   -0.6239     0.8146 1.4161 0.3332 0.5327 
  Size 0.0010   0.7090     -0.0002   -0.2186     0.0001   0.0755     0.4789 2.6562 0.8269 0.9398 
  OCF 0.0367   1.2365     -0.2293   -12.4956 ***   -0.1766   -8.6818 ***   0.2172 1.7634 0.0000 0.0000 
  Lev -0.1128   -2.8068 ***   0.3527   12.0280 ***   0.2876   10.4882 ***   0.0053 7.3208 0.0000 0.0000 
  pBank 0.0193   3.4492 ***   -0.0596   -13.0221 ***   -0.0501   -11.9638 ***   0.0006 8.8436 0.0000 0.0000 
  Growth 0.0028   0.4398     0.0047   0.8172     -0.0025   -0.3259     0.6604 1.1977 0.4138 0.7445 
  MB -0.0016   -1.5774     -0.0014   -1.9164 *   0.0006   0.6673     0.1157 1.2661 0.0553 0.5046 
  AbsTA 0.1793   4.2989 ***   0.1848   9.2610 ***   -0.0858   -2.9032 ***   0.0000 1.6129 0.0000 0.0037 
  AC -0.0082   -2.1060 **   -0.0020   -0.5820     0.0098   2.1064 **   0.0360 1.6026 0.5606 0.0352 
  Lag 0.0150   2.8097 ***   0.0076   1.7366 *   -0.0085   -1.2350     0.0053 1.3781 0.0825 0.2168 
  Busy 0.0008   0.2283     -0.0011   -0.2710     -0.0075   -1.2619     0.8196 1.0952 0.7864 0.2070 
  Intercept 0.0573   1.3599     -0.2576   -8.1169 ***   -0.2148   -4.7835 ***   0.1748 - 0.0000 0.0000 
Adj. R2 0.3047   -   -           
Number of Obs. 1133   636   497           

 

  



 CCCI 

Appendix 259: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong10 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong10 -0.0009   -0.2610     -0.0039   -1.0844     -0.0021   -0.4195     0.7942 1.2736 0.2782 0.6748 
Audit Firm-Specific Variables                                     
  Big4 0.0056   1.1622     0.0053   1.3930     -0.0039   -0.6499     0.2460 2.0252 0.1636 0.5157 
  IndExp 0.0014   0.2054     0.0115   1.9779 **   -0.0044   -0.5194     0.8374 1.6607 0.0479 0.6035 
  Office -0.0006   -0.6923     0.0002   0.2975     0.0007   0.6383     0.4893 2.3103 0.7661 0.5233 
Client-Specific Variables                                     
  Age -0.0003   -0.1627     -0.0015   -1.0605     -0.0016   -0.8246     0.8709 1.4036 0.2889 0.4096 
  Size 0.0011   0.7901     -0.0003   -0.2485     -0.0002   -0.1247     0.4301 2.6819 0.8037 0.9007 
  OCF 0.0370   1.2402     -0.2291   -12.4707 ***   -0.1783   -8.7562 ***   0.2158 1.7619 0.0000 0.0000 
  Lev -0.1133   -2.8094 ***   0.3514   11.9683 ***   0.2881   10.4846 ***   0.0053 7.3287 0.0000 0.0000 
  pBank 0.0194   3.4456 ***   -0.0595   -12.9704 ***   -0.0501   -11.9350 ***   0.0006 8.8512 0.0000 0.0000 
  Growth 0.0027   0.4171     0.0051   0.8827     -0.0027   -0.3534     0.6769 1.1974 0.3774 0.7238 
  MB -0.0016   -1.5777     -0.0014   -1.9107 *   0.0006   0.6892     0.1156 1.2661 0.0560 0.4907 
  AbsTA 0.1793   4.2994 ***   0.1839   9.2019 ***   -0.0875   -2.9528 ***   0.0000 1.6130 0.0000 0.0031 
  AC -0.0081   -2.0627 **   -0.0020   -0.5715     0.0092   1.9858 **   0.0399 1.6044 0.5676 0.0471 
  Lag 0.0150   2.8204 ***   0.0077   1.7466 *   -0.0086   -1.2491     0.0051 1.3782 0.0807 0.2116 
  Busy 0.0010   0.2595     -0.0012   -0.3093     -0.0075   -1.2644     0.7954 1.0952 0.7571 0.2061 
  Intercept 0.0558   1.3277     -0.2558   -8.0627 ***   -0.2104   -4.6789 ***   0.1852 - 0.0000 0.0000 
Adj. R2 0.3046   -   -           
Number of Obs. 1133   636   497           

 

  



 CCCII 

Appendix 260: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FT (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FT 0.0000   0.0985     -0.0002   -0.6208     -0.0001   -0.2159     0.9216 1.2447 0.5348 0.8291 
Audit Firm-Specific Variables                                     
  Big4 0.0080   1.9921 **   0.0052   1.4793     -0.0119   -2.2934 **   0.0471 2.0123 0.1391 0.0218 
  IndExp 0.0065   1.0306     0.0109   2.1025 **   -0.0124   -1.6460 *   0.3034 1.6439 0.0355 0.0998 
  Office -0.0006   -0.7914     0.0000   0.0155     0.0005   0.5201     0.4292 2.2868 0.9877 0.6030 
Client-Specific Variables                                     
  Age -0.0018   -1.2209     -0.0029   -2.3877 **   0.0009   0.4769     0.2229 1.3953 0.0170 0.6334 
  Size 0.0017   1.3039     -0.0004   -0.4353     -0.0013   -1.0522     0.1931 2.7270 0.6634 0.2927 
  OCF 0.0307   1.1196     -0.1962   -12.8735 ***   -0.1889   -9.9934 ***   0.2636 1.7422 0.0000 0.0000 
  Lev -0.1042   -2.5876 **   0.3279   11.9547 ***   0.2586   10.1988 ***   0.0101 7.3587 0.0000 0.0000 
  pBank 0.0177   2.9970 ***   -0.0553   -13.3031 ***   -0.0486   -12.6816 ***   0.0029 8.9491 0.0000 0.0000 
  Growth -0.0009   -0.1642     0.0102   1.9781 **   0.0067   1.1069     0.8697 1.1930 0.0479 0.2684 
  MB -0.0008   -0.9180     -0.0010   -1.6134     0.0003   0.3123     0.3592 1.2236 0.1067 0.7548 
  AbsTA 0.1672   4.3829 ***   0.1570   9.2059 ***   -0.0763   -2.8898 ***   0.0000 1.6087 0.0000 0.0039 
  AC -0.0085   -2.4585 **   -0.0025   -0.7983     0.0102   2.4745 **   0.0144 1.5967 0.4247 0.0133 
  Lag 0.0134   3.2198 ***   0.0044   1.1182     -0.0160   -2.7952 ***   0.0014 1.3874 0.2635 0.0052 
  Busy -0.0014   -0.3888     -0.0057   -1.5687     -0.0039   -0.7836     0.6977 1.0692 0.1167 0.4333 
  Intercept 0.0528   1.3367     -0.2134   -7.3115 ***   -0.1595   -4.1760 ***   0.1822 - 0.0000 0.0000 
Adj. R2 0.3027   -   -           
Number of Obs. 1270   707   563           

 

  



 CCCIII 

Appendix 261: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort 0.0000   -0.0082     0.0013   0.5013     0.0016   0.4246     0.9934 1.0880 0.6162 0.6711 
Audit Firm-Specific Variables                                     
  Big4 0.0080   1.9736 **   0.0053   1.4987     -0.0119   -2.3189 **   0.0492 1.9988 0.1340 0.0204 
  IndExp 0.0065   1.0381     0.0108   2.0927 **   -0.0123   -1.6391     0.2999 1.6443 0.0364 0.1012 
  Office -0.0006   -0.7890     0.0000   -0.0210     0.0005   0.5395     0.4307 2.2803 0.9832 0.5896 
Client-Specific Variables                                     
  Age -0.0018   -1.1991     -0.0030   -2.4540 **   0.0009   0.4868     0.2313 1.3729 0.0141 0.6264 
  Size 0.0017   1.3379     -0.0005   -0.5163     -0.0013   -1.0615     0.1818 2.6537 0.6056 0.2885 
  OCF 0.0308   1.1165     -0.1961   -12.8645 ***   -0.1891   -10.0094 ***   0.2649 1.7403 0.0000 0.0000 
  Lev -0.1042   -2.5760 **   0.3279   11.9518 ***   0.2587   10.2045 ***   0.0104 7.3579 0.0000 0.0000 
  pBank 0.0177   2.9836 ***   -0.0553   -13.2982 ***   -0.0486   -12.6915 ***   0.0030 8.9460 0.0000 0.0000 
  Growth -0.0009   -0.1661     0.0102   1.9758 **   0.0068   1.1150     0.8682 1.1931 0.0482 0.2649 
  MB -0.0008   -0.9194     -0.0010   -1.6280     0.0003   0.3169     0.3585 1.2235 0.1035 0.7513 
  AbsTA 0.1672   4.3913 ***   0.1570   9.2053 ***   -0.0764   -2.8943 ***   0.0000 1.6083 0.0000 0.0038 
  AC -0.0085   -2.4617 **   -0.0026   -0.8344     0.0101   2.4465 **   0.0143 1.5976 0.4041 0.0144 
  Lag 0.0134   3.2077 ***   0.0043   1.0843     -0.0161   -2.8083 ***   0.0015 1.3894 0.2782 0.0050 
  Busy -0.0014   -0.3848     -0.0057   -1.5819     -0.0038   -0.7652     0.7006 1.0689 0.1137 0.4442 
  Intercept 0.0528   1.3170     -0.2133   -7.3031 ***   -0.1610   -4.2086 ***   0.1887 - 0.0000 0.0000 
Nagelkerke R2 0.3027   -   -           
Number of Obs. 1270   707   563           

 

  



 CCCIV 

Appendix 262: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong 0.0026   0.6717     -0.0045   -1.1220     -0.0052   -0.9955     0.5022 1.2385 0.2619 0.3195 
Audit Firm-Specific Variables                                     
  Big4 0.0081   2.0100 **   0.0053   1.4956     -0.0121   -2.3587 **   0.0452 1.9880 0.1348 0.0183 
  IndExp 0.0064   1.0266     0.0110   2.1328 **   -0.0125   -1.6637 *   0.3053 1.6418 0.0329 0.0962 
  Office -0.0006   -0.8013     0.0000   -0.0194     0.0004   0.4644     0.4235 2.2681 0.9845 0.6424 
Client-Specific Variables                                     
  Age -0.0018   -1.2619     -0.0029   -2.3940 **   0.0009   0.5320     0.2078 1.3702 0.0167 0.5947 
  Size 0.0016   1.1892     -0.0003   -0.2851     -0.0011   -0.9115     0.2352 2.7566 0.7755 0.3620 
  OCF 0.0307   1.1153     -0.1968   -12.9181 ***   -0.1881   -9.9532 ***   0.2655 1.7406 0.0000 0.0000 
  Lev -0.1038   -2.5855 **   0.3272   11.9386 ***   0.2580   10.1834 ***   0.0101 7.3668 0.0000 0.0000 
  pBank 0.0177   2.9986 ***   -0.0552   -13.3038 ***   -0.0485   -12.6627 ***   0.0029 8.9552 0.0000 0.0000 
  Growth -0.0009   -0.1688     0.0104   2.0174 **   0.0067   1.1052     0.8660 1.1926 0.0437 0.2691 
  MB -0.0008   -0.9093     -0.0010   -1.6265     0.0002   0.2809     0.3638 1.2243 0.1038 0.7788 
  AbsTA 0.1671   4.4024 ***   0.1569   9.2108 ***   -0.0761   -2.8853 ***   0.0000 1.6070 0.0000 0.0039 
  AC -0.0087   -2.4968 **   -0.0023   -0.7293     0.0105   2.5401 **   0.0130 1.6050 0.4658 0.0111 
  Lag 0.0133   3.1839 ***   0.0046   1.1811     -0.0160   -2.7953 ***   0.0016 1.3876 0.2375 0.0052 
  Busy -0.0015   -0.4045     -0.0057   -1.5838     -0.0036   -0.7249     0.6861 1.0692 0.1132 0.4685 
  Intercept 0.0542   1.3606     -0.2164   -7.3744 ***   -0.1606   -4.2104 ***   0.1745 - 0.0000 0.0000 
Nagelkerke R2 0.3029   -   -           
Number of Obs. 1270   707   563           

 

  



 CCCV 

Appendix 263: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTShort2 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTShort2 0.0038   1.0559     0.0034   1.1252     -0.0063   -1.5160     0.2917 1.0563 0.2605 0.1295 
Audit Firm-Specific Variables                                     
  Big4 0.0076   1.8775 *   0.0051   1.4410     -0.0111   -2.1700 **   0.0613 1.9952 0.1496 0.0300 
  IndExp 0.0068   1.0884     0.0108   2.0966 **   -0.0132   -1.7477 *   0.2772 1.6440 0.0360 0.0805 
  Office -0.0006   -0.7470     0.0000   -0.0160     0.0004   0.4280     0.4556 2.2719 0.9872 0.6686 
Client-Specific Variables                                     
  Age -0.0017   -1.1639     -0.0030   -2.4767 **   0.0007   0.4047     0.2452 1.3617 0.0133 0.6857 
  Size 0.0018   1.4131     -0.0004   -0.4525     -0.0015   -1.2232     0.1585 2.6491 0.6509 0.2213 
  OCF 0.0312   1.1339     -0.1960   -12.8687 ***   -0.1895   -10.0503 ***   0.2576 1.7412 0.0000 0.0000 
  Lev -0.1040   -2.5717 **   0.3281   11.9703 ***   0.2586   10.2217 ***   0.0105 7.3575 0.0000 0.0000 
  pBank 0.0177   2.9845 ***   -0.0553   -13.3235 ***   -0.0487   -12.7574 ***   0.0030 8.9455 0.0000 0.0000 
  Growth -0.0012   -0.2116     0.0100   1.9272 *   0.0068   1.1314     0.8326 1.1948 0.0540 0.2579 
  MB -0.0008   -0.9451     -0.0010   -1.6794 *   0.0003   0.3423     0.3452 1.2246 0.0931 0.7321 
  AbsTA 0.1677   4.4151 ***   0.1574   9.2323 ***   -0.0759   -2.8791 ***   0.0000 1.6075 0.0000 0.0040 
  AC -0.0085   -2.4573 **   -0.0025   -0.8104     0.0104   2.5136 **   0.0145 1.5959 0.4177 0.0120 
  Lag 0.0132   3.1803 ***   0.0043   1.0854     -0.0155   -2.7227 ***   0.0016 1.3871 0.2778 0.0065 
  Busy -0.0013   -0.3713     -0.0058   -1.6031     -0.0044   -0.8785     0.7106 1.0683 0.1089 0.3796 
  Intercept 0.0507   1.2709     -0.2141   -7.3435 ***   -0.1572   -4.1209 ***   0.2046 - 0.0000 0.0000 
Adj. R2 0.3036   -   -           
Number of Obs. 1270   707   563           

 

  



 CCCVI 

Appendix 264: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong7 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong7 0.0011   0.3570     -0.0003   -0.1333     -0.0010   -0.2806     0.7213 1.1832 0.8939 0.7790 
Audit Firm-Specific Variables                                     
  Big4 0.0082   2.0344 **   0.0054   1.5266     -0.0119   -2.3042 **   0.0426 2.0112 0.1269 0.0212 
  IndExp 0.0064   1.0283     0.0107   2.0691 **   -0.0124   -1.6414     0.3045 1.6422 0.0385 0.1007 
  Office -0.0007   -0.8220     0.0000   -0.0391     0.0005   0.5292     0.4116 2.2944 0.9688 0.5967 
Client-Specific Variables                                     
  Age -0.0019   -1.2626     -0.0030   -2.4408 **   0.0009   0.4928     0.2075 1.4089 0.0147 0.6222 
  Size 0.0017   1.2976     -0.0005   -0.5524     -0.0013   -1.0698     0.1952 2.6577 0.5807 0.2847 
  OCF 0.0305   1.1130     -0.1963   -12.8764 ***   -0.1888   -9.9820 ***   0.2665 1.7439 0.0000 0.0000 
  Lev -0.1041   -2.5848 **   0.3277   11.9388 ***   0.2585   10.1932 ***   0.0101 7.3593 0.0000 0.0000 
  pBank 0.0177   2.9925 ***   -0.0552   -13.2868 ***   -0.0485   -12.6661 ***   0.0030 8.9558 0.0000 0.0000 
  Growth -0.0009   -0.1674     0.0104   2.0106 **   0.0068   1.1137     0.8671 1.1926 0.0444 0.2654 
  MB -0.0008   -0.9196     -0.0010   -1.6172     0.0003   0.3103     0.3584 1.2234 0.1058 0.7563 
  AbsTA 0.1670   4.3834 ***   0.1568   9.1935 ***   -0.0763   -2.8870 ***   0.0000 1.6084 0.0000 0.0039 
  AC -0.0085   -2.4637 **   -0.0026   -0.8203     0.0102   2.4651 **   0.0142 1.5961 0.4121 0.0137 
  Lag 0.0135   3.2419 ***   0.0044   1.1167     -0.0161   -2.7997 ***   0.0013 1.3903 0.2641 0.0051 
  Busy -0.0014   -0.3948     -0.0057   -1.5723     -0.0039   -0.7895     0.6932 1.0688 0.1159 0.4298 
  Intercept 0.0530   1.3399     -0.2126   -7.2719 ***   -0.1593   -4.1673 ***   0.1811 - 0.0000 0.0000 
Adj. R2 0.3028   -   -           
Number of Obs. 1270   707   563           

 

  



 CCCVII 

Appendix 265: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong8 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong8 0.0023   0.7642     0.0009   0.3176     -0.0017   -0.4442     0.4452 1.2217 0.7508 0.6569 
Audit Firm-Specific Variables                                     
  Big4 0.0083   2.0693 **   0.0055   1.5673     -0.0121   -2.3283 **   0.0392 2.0076 0.1170 0.0199 
  IndExp 0.0064   1.0229     0.0106   2.0546 **   -0.0124   -1.6438     0.3071 1.6418 0.0399 0.1002 
  Office -0.0007   -0.8636     -0.0001   -0.1023     0.0005   0.5400     0.3884 2.2967 0.9185 0.5892 
Client-Specific Variables                                     
  Age -0.0020   -1.3398     -0.0031   -2.5220 **   0.0009   0.5280     0.1812 1.4100 0.0117 0.5975 
  Size 0.0016   1.2472     -0.0006   -0.6027     -0.0013   -1.0434     0.2131 2.6701 0.5467 0.2968 
  OCF 0.0300   1.0999     -0.1966   -12.8833 ***   -0.1884   -9.9481 ***   0.2721 1.7481 0.0000 0.0000 
  Lev -0.1034   -2.5775 **   0.3275   11.9400 ***   0.2580   10.1621 ***   0.0103 7.3759 0.0000 0.0000 
  pBank 0.0176   2.9841 ***   -0.0552   -13.2872 ***   -0.0485   -12.6175 ***   0.0030 8.9817 0.0000 0.0000 
  Growth -0.0009   -0.1684     0.0104   2.0197 **   0.0067   1.1097     0.8664 1.1926 0.0434 0.2671 
  MB -0.0008   -0.9222     -0.0010   -1.6345     0.0003   0.3132     0.3571 1.2235 0.1021 0.7541 
  AbsTA 0.1671   4.4021 ***   0.1568   9.1973 ***   -0.0763   -2.8897 ***   0.0000 1.6071 0.0000 0.0039 
  AC -0.0086   -2.4858 **   -0.0026   -0.8467     0.0102   2.4796 **   0.0134 1.5985 0.3971 0.0132 
  Lag 0.0135   3.2421 ***   0.0044   1.1133     -0.0162   -2.8168 ***   0.0013 1.3876 0.2656 0.0049 
  Busy -0.0015   -0.4020     -0.0057   -1.5826     -0.0039   -0.7864     0.6879 1.0687 0.1135 0.4316 
  Intercept 0.0535   1.3495     -0.2114   -7.2303 ***   -0.1593   -4.1723 ***   0.1780 - 0.0000 0.0000 
Adj. R2 0.3031   -   -           
Number of Obs. 1270   707   563           
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Appendix 266: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong9 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong9 0.0013   0.3957     -0.0022   -0.7285     -0.0035   -0.8433     0.6926 1.2502 0.4663 0.3990 
Audit Firm-Specific Variables                                     
  Big4 0.0081   2.0316 **   0.0053   1.5068     -0.0124   -2.3916 **   0.0429 2.0015 0.1319 0.0168 
  IndExp 0.0064   1.0261     0.0110   2.1193 **   -0.0127   -1.6819 *   0.3056 1.6422 0.0341 0.0926 
  Office -0.0007   -0.8138     0.0000   0.0359     0.0005   0.5325     0.4163 2.2836 0.9714 0.5944 
Client-Specific Variables                                     
  Age -0.0018   -1.2787     -0.0029   -2.3804 **   0.0010   0.5693     0.2018 1.3906 0.0173 0.5692 
  Size 0.0016   1.2705     -0.0004   -0.4352     -0.0011   -0.9278     0.2047 2.7154 0.6634 0.3535 
  OCF 0.0306   1.1153     -0.1962   -12.8718 ***   -0.1885   -9.9774 ***   0.2655 1.7429 0.0000 0.0000 
  Lev -0.1041   -2.5872 **   0.3281   11.9609 ***   0.2583   10.1912 ***   0.0101 7.3588 0.0000 0.0000 
  pBank 0.0177   2.9971 ***   -0.0553   -13.3103 ***   -0.0485   -12.6722 ***   0.0029 8.9480 0.0000 0.0000 
  Growth -0.0009   -0.1535     0.0102   1.9784 **   0.0066   1.0899     0.8781 1.1939 0.0479 0.2757 
  MB -0.0008   -0.9221     -0.0010   -1.5832     0.0002   0.2931     0.3571 1.2235 0.1134 0.7695 
  AbsTA 0.1671   4.3995 ***   0.1566   9.1887 ***   -0.0762   -2.8862 ***   0.0000 1.6073 0.0000 0.0039 
  AC -0.0086   -2.4679 **   -0.0025   -0.7882     0.0105   2.5313 **   0.0141 1.6015 0.4306 0.0114 
  Lag 0.0134   3.2083 ***   0.0045   1.1421     -0.0160   -2.8085 ***   0.0015 1.3863 0.2534 0.0050 
  Busy -0.0015   -0.4013     -0.0056   -1.5366     -0.0039   -0.7778     0.6884 1.0699 0.1244 0.4367 
  Intercept 0.0538   1.3458     -0.2153   -7.3171 ***   -0.1610   -4.2191 ***   0.1792 - 0.0000 0.0000 
Adj. R2 0.3028   -   -           
Number of Obs. 1270   707   563           
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Appendix 267: Discretionay Accruals Sensitivity Analysis at Audit Firm Level: |DA|, DA+ and DA- on FTLong10 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  FTLong10 0.0004   0.1045     0.0005   0.1413     0.0018   0.4063     0.9169 1.2540 0.8876 0.6845 
Audit Firm-Specific Variables                                     
  Big4 0.0080   1.9864 **   0.0055   1.5513     -0.0115   -2.2155 **   0.0477 1.9940 0.1208 0.0267 
  IndExp 0.0065   1.0319     0.0106   2.0430 **   -0.0123   -1.6258     0.3028 1.6424 0.0410 0.1040 
  Office -0.0006   -0.7964     0.0000   -0.0679     0.0005   0.5083     0.4263 2.2718 0.9459 0.6112 
Client-Specific Variables                                     
  Age -0.0018   -1.2309     -0.0030   -2.5039 **   0.0007   0.4032     0.2192 1.3771 0.0123 0.6868 
  Size 0.0017   1.2865     -0.0006   -0.5856     -0.0014   -1.1570     0.1991 2.7380 0.5582 0.2473 
  OCF 0.0308   1.1172     -0.1964   -12.8820 ***   -0.1892   -10.0102 ***   0.2646 1.7412 0.0000 0.0000 
  Lev -0.1042   -2.5882 **   0.3275   11.9376 ***   0.2590   10.2124 ***   0.0100 7.3646 0.0000 0.0000 
  pBank 0.0177   2.9958 ***   -0.0552   -13.2799 ***   -0.0486   -12.7062 ***   0.0029 8.9541 0.0000 0.0000 
  Growth -0.0009   -0.1627     0.0104   2.0198 **   0.0068   1.1141     0.8708 1.1936 0.0434 0.2652 
  MB -0.0008   -0.9198     -0.0010   -1.6279     0.0003   0.3427     0.3583 1.2235 0.1035 0.7318 
  AbsTA 0.1672   4.4097 ***   0.1568   9.1907 ***   -0.0767   -2.9033 ***   0.0000 1.6068 0.0000 0.0037 
  AC -0.0085   -2.4572 **   -0.0026   -0.8350     0.0101   2.4351 **   0.0145 1.6036 0.4037 0.0149 
  Lag 0.0134   3.2105 ***   0.0044   1.1103     -0.0159   -2.7866 ***   0.0014 1.3868 0.2669 0.0053 
  Busy -0.0014   -0.3899     -0.0057   -1.5807     -0.0040   -0.8101     0.6968 1.0700 0.1139 0.4179 
  Intercept 0.0530   1.3294     -0.2117   -7.1985 ***   -0.1594   -4.1757 ***   0.1846 - 0.0000 0.0000 
Adj. R2 0.3027   -   -           
Number of Obs. 1270   707   563           
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Appendix 268: Discretionary Accruals Moderator Analyses at Audit Firm Level: |DA|, DA+ and DA- on FT*Moderator 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   Wald     Coeff.   Wald     Coeff.   Wald     p-Value p-Value p-Value                   
Moderator: Audit Firm Size                                     
  FT*Big4 0.0009   -0.1299     0.0003   0.3576     0.0004   0.3499     0.8967 0.7206 0.7264 
Moderator: Industry Expertise                                     
  FT*IndExpD 0.0008   0.4848     0.0000   -0.0014     -0.0008   -0.8090     0.6281 0.9988 0.4185 
Moderator: Audit Office Size                                     
  FT*OfficeD 0.0008   -1.6426     -0.0006   -0.8372     0.0013   1.3605     0.1013 0.4025 0.1737 
Moderator: Client Size                                     
  FT*SizeD 0.0009   -0.6824     -0.0004   -0.5916     0.0004   0.3669     0.4954 0.5541 0.7137 
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Appendix 269: Discretionay Accruals Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPT and RPT 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPT -0.0001   -0.1494     -0.0002   -0.2765     -0.0003   -0.2209     0.8813 1.2657 0.7822 0.8251 
  RPT -0.0004   -0.5693     -0.0011   -1.3373     -0.0006   -0.5242     0.5695 1.2048 0.1811 0.6001 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1621     -0.0001   -0.2423     -0.0005   -1.3196     0.2460 1.2847 0.8085 0.1870 
  RPExp -0.0002   -0.8735     0.0003   1.3099     0.0006   1.7559 *   0.3830 1.1949 0.1902 0.0791 
  EPAbility -0.0019   -0.5077     0.0023   0.4846     -0.0005   -0.0883     0.6120 1.0484 0.6280 0.9296 
  RPAbility -0.0029   -0.7602     -0.0015   -0.4264     -0.0008   -0.1675     0.4476 1.1442 0.6698 0.8670 
  Gender -0.0012   -0.2680     0.0016   0.4714     0.0024   0.5252     0.7889 1.0772 0.6373 0.5995 
Audit Firm-Specific Variables                                     
  Big4 0.0046   1.0386     0.0055   1.4559     -0.0034   -0.6331     0.2997 2.0374 0.1454 0.5267 
  IndExp 0.0028   0.4269     0.0131   2.3218 **   -0.0048   -0.6159     0.6697 1.6673 0.0202 0.5380 
  Office -0.0005   -0.5827     -0.0001   -0.1442     0.0006   0.6437     0.5605 2.3094 0.8853 0.5198 
Client-Specific Variables                                       
  Age -0.0008   -0.5860     -0.0023   -1.7102 *   -0.0019   -1.0959     0.5582 1.3792 0.0872 0.2731 
  Size 0.0015   1.0960     0.0001   0.1309     -0.0001   -0.0921     0.2738 2.8490 0.8958 0.9266 
  OCF 0.0425   1.4997     -0.2282   -13.2610 ***   -0.1768   -9.2282 ***   0.1346 1.7456 0.0000 0.0000 
  Lev -0.0978   -2.4386 **   0.3501   13.3266 ***   0.2821   10.7026 ***   0.0152 7.4475 0.0000 0.0000 
  pBank 0.0168   2.9513 ***   -0.0609   -14.8465 ***   -0.0496   -12.4743 ***   0.0034 9.0465 0.0000 0.0000 
  Growth -0.0033   -0.5754     -0.0016   -0.3116     -0.0024   -0.3569     0.5654 1.2007 0.7554 0.7212 
  MB -0.0017   -1.7813 *   -0.0014   -2.0099 **   0.0006   0.7730     0.0757 1.2354 0.0444 0.4395 
  AbsTA 0.1819   4.4882 ***   0.1931   10.7541 ***   -0.0865   -3.0972 ***   0.0000 1.6269 0.0000 0.0020 
  AC -0.0088   -2.4446 **   -0.0045   -1.3181     0.0087   2.0646 **   0.0150 1.6159 0.1875 0.0390 
  Lag 0.0146   3.1822 ***   0.0051   1.2031     -0.0107   -1.8189 *   0.0016 1.4188 0.2290 0.0689 
  Busy -0.0001   -0.0331     -0.0024   -0.6252     -0.0055   -1.0507     0.9736 1.0774 0.5318 0.2934 
  Y2008 0.0059   1.5317     0.0128   2.9623 ***   0.0031   0.5094     0.1265 1.6606 0.0031 0.6105 
  Y2009 0.0074   1.8517 *   0.0151   3.4636 ***   0.0013   0.2139     0.0649 1.7622 0.0005 0.8306 
  Intercept 0.0443   1.1157     -0.2487   -8.2264 ***   -0.2027   -5.2113 ***   0.2653 - 0.0000 0.0000 
Adj. R2 0.2919   -   -           
Number of Obs. 1270   701   569           
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Appendix 270: Discretionay Accruals Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort and RPTShort 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort 0.0002   0.0737     0.0011   0.3684     0.0011   0.2493     0.9413 1.2627 0.7125 0.8031 
  RPTShort 0.0002   0.0849     0.0035   1.1753     0.0035   0.8570     0.9324 1.2014 0.2399 0.3914 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1327     -0.0001   -0.2799     -0.0005   -1.3228     0.2581 1.2563 0.7796 0.1859 
  RPExp -0.0002   -0.9635     0.0003   1.2212     0.0006   1.7727 *   0.3359 1.1745 0.2220 0.0763 
  EPAbility -0.0019   -0.4986     0.0023   0.4980     -0.0006   -0.1113     0.6184 1.0482 0.6185 0.9114 
  RPAbility -0.0029   -0.7728     -0.0015   -0.4235     -0.0008   -0.1688     0.4401 1.1446 0.6719 0.8659 
  Gender -0.0012   -0.2661     0.0018   0.5099     0.0023   0.5041     0.7903 1.0766 0.6101 0.6142 
Audit Firm-Specific Variables                                     
  Big4 0.0047   1.0533     0.0055   1.4485     -0.0032   -0.6064     0.2929 2.0313 0.1475 0.5443 
  IndExp 0.0028   0.4245     0.0131   2.3331 **   -0.0048   -0.6120     0.6714 1.6676 0.0196 0.5405 
  Office -0.0005   -0.5675     -0.0001   -0.1684     0.0006   0.6276     0.5708 2.3087 0.8663 0.5302 
Client-Specific Variables                                       
  Age -0.0008   -0.5720     -0.0023   -1.6873 *   -0.0019   -1.1001     0.5677 1.3779 0.0915 0.2713 
  Size 0.0015   1.0991     0.0002   0.1484     -0.0001   -0.0764     0.2725 2.8485 0.8821 0.9391 
  OCF 0.0425   1.5010     -0.2288   -13.2880 ***   -0.1764   -9.1983 ***   0.1342 1.7459 0.0000 0.0000 
  Lev -0.0986   -2.4550 **   0.3506   13.3247 ***   0.2827   10.7345 ***   0.0146 7.4560 0.0000 0.0000 
  pBank 0.0169   2.9653 ***   -0.0610   -14.8531 ***   -0.0496   -12.5049 ***   0.0032 9.0567 0.0000 0.0000 
  Growth -0.0032   -0.5659     -0.0013   -0.2541     -0.0025   -0.3728     0.5718 1.2002 0.7994 0.7093 
  MB -0.0017   -1.7798 *   -0.0014   -2.0441 **   0.0007   0.7890     0.0759 1.2340 0.0409 0.4301 
  AbsTA 0.1817   4.4778 ***   0.1930   10.7718 ***   -0.0865   -3.1025 ***   0.0000 1.6235 0.0000 0.0019 
  AC -0.0088   -2.4512 **   -0.0045   -1.3356     0.0087   2.0648 **   0.0147 1.6131 0.1817 0.0389 
  Lag 0.0148   3.1969 ***   0.0053   1.2407     -0.0107   -1.8153 *   0.0015 1.4178 0.2147 0.0695 
  Busy -0.0002   -0.0569     -0.0023   -0.6150     -0.0054   -1.0253     0.9546 1.0765 0.5386 0.3052 
  Intercept 0.0425   1.0443     -0.2565   -8.4989 ***   -0.2088   -5.3200 ***   0.2971 - 0.0000 0.0000 
Adj. R2 0.2917   -   -           
Number of Obs. 1270   701   569           
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Appendix 271: Discretionay Accruals Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong and RPTLong 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong -0.0029   -0.6746     -0.0043   -0.9454     0.0006   0.0955     0.5003 1.1309 0.3444 0.9239 
  RPTLong -0.0006   -0.1638     -0.0027   -0.6327     0.0012   0.1891     0.8700 1.1041 0.5269 0.8500 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.2459     0.0000   -0.1204     -0.0005   -1.4483     0.2136 1.2342 0.9042 0.1475 
  RPExp -0.0002   -0.9677     0.0002   1.0978     0.0005   1.6495 *   0.3338 1.1693 0.2723 0.0990 
  EPAbility -0.0019   -0.5206     0.0022   0.4698     -0.0002   -0.0407     0.6029 1.0479 0.6385 0.9675 
  RPAbility -0.0030   -0.7876     -0.0019   -0.5448     -0.0007   -0.1665     0.4315 1.1426 0.5859 0.8678 
  Gender -0.0011   -0.2513     0.0020   0.5851     0.0023   0.5073     0.8017 1.0773 0.5585 0.6120 
Audit Firm-Specific Variables                                     
  Big4 0.0045   1.0091     0.0053   1.3950     -0.0030   -0.5682     0.3136 2.0410 0.1630 0.5699 
  IndExp 0.0028   0.4160     0.0129   2.2868 **   -0.0047   -0.6031     0.6777 1.6667 0.0222 0.5465 
  Office -0.0005   -0.5538     -0.0001   -0.0731     0.0006   0.6669     0.5801 2.3062 0.9417 0.5048 
Client-Specific Variables                                       
  Age -0.0008   -0.5519     -0.0022   -1.6577 *   -0.0019   -1.0988     0.5814 1.3761 0.0974 0.2718 
  Size 0.0015   1.1061     0.0002   0.1455     -0.0001   -0.1118     0.2694 2.8491 0.8843 0.9110 
  OCF 0.0422   1.4906     -0.2291   -13.2952 ***   -0.1769   -9.2313 ***   0.1369 1.7463 0.0000 0.0000 
  Lev -0.0982   -2.4562 **   0.3503   13.3159 ***   0.2808   10.6676 ***   0.0145 7.4199 0.0000 0.0000 
  pBank 0.0169   2.9730 ***   -0.0610   -14.8602 ***   -0.0494   -12.4364 ***   0.0031 9.0107 0.0000 0.0000 
  Growth -0.0032   -0.5656     -0.0014   -0.2781     -0.0028   -0.4076     0.5720 1.2000 0.7809 0.6835 
  MB -0.0017   -1.7819 *   -0.0014   -2.0095 **   0.0007   0.7834     0.0756 1.2321 0.0445 0.4334 
  AbsTA 0.1821   4.5014 ***   0.1932   10.7899 ***   -0.0866   -3.1006 ***   0.0000 1.6192 0.0000 0.0019 
  AC -0.0089   -2.4649 **   -0.0045   -1.3217     0.0088   2.0833 **   0.0142 1.6139 0.1863 0.0372 
  Lag 0.0147   3.1880 ***   0.0053   1.2437     -0.0107   -1.8130 *   0.0016 1.4181 0.2136 0.0698 
  Busy -0.0002   -0.0556     -0.0023   -0.5990     -0.0059   -1.1346     0.9557 1.0752 0.5492 0.2565 
  Intercept 0.0428   1.0706     -0.2539   -8.4526 ***   -0.2035   -5.2277 ***   0.2851 - 0.0000 0.0000 
Adj. R2 0.2920   -   -           
Number of Obs. 1270   701   569           
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Appendix 272: Discretionay Accruals Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort and EPTLong as well as RPTShort and RPTLong 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort -0.0008   -0.2520     -0.0002   -0.0690     0.0016   0.3175     0.8012 1.6096 0.9450 0.7509 
  EPTLong -0.0035   -0.7602     -0.0045   -0.8630     0.0020   0.2632     0.4476 1.4413 0.3882 0.7924 
  RPTShort 0.0002   0.0626     0.0036   1.0903     0.0048   1.0561     0.9501 1.5197 0.2756 0.2909 
  RPTLong -0.0006   -0.1357     -0.0002   -0.0385     0.0049   0.6755     0.8922 1.3953 0.9693 0.4993 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1976     0.0000   -0.1289     -0.0005   -1.3813     0.2319 1.2710 0.8974 0.1672 
  RPExp -0.0002   -0.9611     0.0003   1.2499     0.0005   1.7170 *   0.3372 1.1840 0.2113 0.0860 
  EPAbility -0.0019   -0.5115     0.0023   0.4951     -0.0005   -0.0852     0.6093 1.0487 0.6205 0.9321 
  RPAbility -0.0031   -0.8017     -0.0018   -0.4942     -0.0008   -0.1731     0.4233 1.1477 0.6212 0.8626 
  Gender -0.0011   -0.2456     0.0020   0.5656     0.0022   0.4848     0.8062 1.0781 0.5717 0.6278 
Audit Firm-Specific Variables                                     
  Big4 0.0045   1.0104     0.0053   1.3979     -0.0027   -0.5105     0.3130 2.0414 0.1621 0.6097 
  IndExp 0.0027   0.4150     0.0132   2.3395 **   -0.0047   -0.5965     0.6784 1.6680 0.0193 0.5508 
  Office -0.0004   -0.5524     -0.0001   -0.1262     0.0006   0.6113     0.5810 2.3101 0.8996 0.5410 
Client-Specific Variables                                       
  Age -0.0008   -0.5573     -0.0022   -1.6698 *   -0.0021   -1.1675     0.5777 1.3785 0.0950 0.2430 
  Size 0.0015   1.1040     0.0001   0.1370     -0.0001   -0.0706     0.2703 2.8492 0.8910 0.9437 
  OCF 0.0422   1.4878     -0.2293   -13.3200 ***   -0.1759   -9.1740 ***   0.1377 1.7471 0.0000 0.0000 
  Lev -0.0986   -2.4466 **   0.3505   13.3106 ***   0.2829   10.7411 ***   0.0149 7.4670 0.0000 0.0000 
  pBank 0.0169   2.9569 ***   -0.0610   -14.8643 ***   -0.0497   -12.5023 ***   0.0033 9.0596 0.0000 0.0000 
  Growth -0.0032   -0.5637     -0.0015   -0.2891     -0.0029   -0.4267     0.5733 1.2002 0.7725 0.6696 
  MB -0.0017   -1.7682 *   -0.0014   -2.0171 **   0.0007   0.7804     0.0779 1.2343 0.0437 0.4352 
  AbsTA 0.1819   4.4759 ***   0.1935   10.8000 ***   -0.0863   -3.0957 ***   0.0000 1.6242 0.0000 0.0020 
  AC -0.0089   -2.4656 **   -0.0046   -1.3524     0.0088   2.0850 **   0.0141 1.6148 0.1762 0.0371 
  Lag 0.0146   3.1686 ***   0.0049   1.1564     -0.0106   -1.7935 *   0.0017 1.4206 0.2475 0.0729 
  Busy -0.0002   -0.0534     -0.0023   -0.6175     -0.0052   -0.9987     0.9574 1.0765 0.5369 0.3179 
  Intercept 0.0437   1.0728     -0.2548   -8.4272 ***   -0.2109   -5.3619 ***   0.2841 - 0.0000 0.0000 
Adj. R2 0.2909   -   -           
Number of Obs. 1270   701   569           
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Appendix 273: Discretionay Accruals Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort2 and RPTShort2 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort2 0.0006   0.1995     0.0000   0.0030     -0.0010   -0.2648     0.8420 1.2957 0.9976 0.7912 
  RPTShort2 0.0022   0.8425     0.0041   1.4232     0.0031   0.8133     0.4001 1.2469 0.1547 0.4161 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.2009     -0.0001   -0.3478     -0.0005   -1.4371     0.2306 1.2525 0.7280 0.1507 
  RPExp -0.0002   -0.8518     0.0003   1.2741     0.0006   1.7710 *   0.3949 1.1712 0.2026 0.0766 
  EPAbility -0.0019   -0.5033     0.0023   0.4867     -0.0003   -0.0474     0.6151 1.0483 0.6265 0.9622 
  RPAbility -0.0028   -0.7414     -0.0015   -0.4140     -0.0007   -0.1578     0.4589 1.1448 0.6789 0.8746 
  Gender -0.0012   -0.2743     0.0016   0.4478     0.0024   0.5311     0.7840 1.0787 0.6543 0.5954 
Audit Firm-Specific Variables                                     
  Big4 0.0046   1.0495     0.0056   1.4801     -0.0032   -0.6020     0.2947 2.0317 0.1388 0.5472 
  IndExp 0.0028   0.4237     0.0130   2.3090 **   -0.0049   -0.6246     0.6720 1.6673 0.0209 0.5323 
  Office -0.0005   -0.5873     -0.0001   -0.0847     0.0006   0.6029     0.5574 2.3061 0.9325 0.5465 
Client-Specific Variables                                       
  Age -0.0009   -0.6070     -0.0023   -1.7219 *   -0.0021   -1.1617     0.5443 1.3823 0.0851 0.2454 
  Size 0.0015   1.0844     0.0001   0.0783     -0.0001   -0.0984     0.2789 2.8503 0.9376 0.9217 
  OCF 0.0427   1.5066     -0.2275   -13.2137 ***   -0.1764   -9.2036 ***   0.1328 1.7458 0.0000 0.0000 
  Lev -0.0978   -2.4416 **   0.3475   13.2234 ***   0.2820   10.6865 ***   0.0151 7.4278 0.0000 0.0000 
  pBank 0.0168   2.9459 ***   -0.0606   -14.7760 ***   -0.0496   -12.4633 ***   0.0034 9.0283 0.0000 0.0000 
  Growth -0.0035   -0.6078     -0.0016   -0.3235     -0.0028   -0.4111     0.5437 1.2037 0.7463 0.6810 
  MB -0.0017   -1.7885 *   -0.0014   -2.0131 **   0.0007   0.7936     0.0745 1.2349 0.0441 0.4274 
  AbsTA 0.1820   4.5065 ***   0.1923   10.7425 ***   -0.0870   -3.1151 ***   0.0000 1.6227 0.0000 0.0018 
  AC -0.0087   -2.4202 **   -0.0044   -1.2934     0.0090   2.1353 **   0.0160 1.6149 0.1959 0.0327 
  Lag 0.0146   3.1791 ***   0.0051   1.1998     -0.0106   -1.7948 *   0.0016 1.4166 0.2302 0.0727 
  Busy -0.0001   -0.0184     -0.0024   -0.6369     -0.0055   -1.0366     0.9853 1.0772 0.5242 0.2999 
  Intercept 0.0415   1.0201     -0.2525   -8.3917 ***   -0.2057   -5.2506 ***   0.3084 - 0.0000 0.0000 
Adj. R2 0.2923   -   -           
Number of Obs. 1270   701   569           
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Appendix 274: Discretionay Accruals Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong5 and RPTLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong5 0.0015   0.4139     -0.0003   -0.0835     -0.0037   -0.7276     0.6792 1.2171 0.9334 0.4668 
  RPTLong5 0.0031   0.9155     -0.0018   -0.5334     -0.0057   -1.1967     0.3605 1.1557 0.5938 0.2314 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.9507     -0.0001   -0.3417     -0.0004   -1.2846     0.3424 1.2523 0.7326 0.1989 
  RPExp -0.0003   -1.1147     0.0002   1.1069     0.0006   1.8345 *   0.2657 1.1758 0.2684 0.0666 
  EPAbility -0.0018   -0.4690     0.0023   0.4929     -0.0010   -0.1777     0.6393 1.0488 0.6221 0.8589 
  RPAbility -0.0030   -0.8053     -0.0017   -0.4683     -0.0007   -0.1555     0.4212 1.1439 0.6396 0.8764 
  Gender -0.0012   -0.2711     0.0019   0.5345     0.0025   0.5459     0.7865 1.0765 0.5930 0.5851 
Audit Firm-Specific Variables                                     
  Big4 0.0048   1.0746     0.0057   1.4919     -0.0038   -0.7202     0.2833 2.0319 0.1357 0.4714 
  IndExp 0.0026   0.3982     0.0130   2.2966 **   -0.0045   -0.5756     0.6907 1.6676 0.0216 0.5649 
  Office -0.0004   -0.5225     -0.0001   -0.1425     0.0006   0.6753     0.6016 2.3138 0.8866 0.4995 
Client-Specific Variables                                       
  Age -0.0008   -0.5843     -0.0022   -1.6755 *   -0.0018   -0.9945     0.5594 1.3759 0.0938 0.3200 
  Size 0.0015   1.0872     0.0002   0.1587     -0.0001   -0.0658     0.2777 2.8492 0.8739 0.9475 
  OCF 0.0429   1.5267     -0.2286   -13.2534 ***   -0.1770   -9.2560 ***   0.1277 1.7462 0.0000 0.0000 
  Lev -0.1009   -2.5188 **   0.3500   13.2449 ***   0.2819   10.7374 ***   0.0122 7.4541 0.0000 0.0000 
  pBank 0.0172   3.0290 ***   -0.0609   -14.8018 ***   -0.0495   -12.5014 ***   0.0026 9.0430 0.0000 0.0000 
  Growth -0.0033   -0.5870     -0.0010   -0.2018     -0.0018   -0.2699     0.5576 1.2006 0.8400 0.7872 
  MB -0.0017   -1.7854 *   -0.0014   -2.0017 **   0.0006   0.7648     0.0750 1.2329 0.0453 0.4444 
  AbsTA 0.1807   4.4670 ***   0.1922   10.7001 ***   -0.0873   -3.1346 ***   0.0000 1.6234 0.0000 0.0017 
  AC -0.0087   -2.3946 **   -0.0046   -1.3432     0.0083   1.9718 **   0.0171 1.6167 0.1792 0.0486 
  Lag 0.0150   3.2393 ***   0.0055   1.3036     -0.0109   -1.8489 *   0.0013 1.4181 0.1924 0.0645 
  Busy -0.0004   -0.1020     -0.0023   -0.6034     -0.0052   -0.9983     0.9188 1.0763 0.5463 0.3181 
  Intercept 0.0433   1.0824     -0.2540   -8.4477 ***   -0.2039   -5.2520 ***   0.2798 - 0.0000 0.0000 
Adj. R2 0.2925   -   -           
Number of Obs. 1270   701   569           
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Appendix 275: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPT and RPT (Less FT ≤ 3) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPT 0.0003   0.3444     -0.0001   -0.1439     -0.0011   -0.8523     0.7308 1.2136 0.8856 0.3940 
  RPT 0.0003   0.3830     -0.0011   -1.2708     -0.0013   -1.1266     0.7020 1.1506 0.2038 0.2599 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.1992     -0.0004   -1.1836     -0.0004   -0.8884     0.8422 1.4315 0.2366 0.3743 
  RPExp -0.0003   -0.8755     0.0003   1.1121     0.0005   1.2660     0.3820 1.2574 0.2661 0.2055 
  EPAbility -0.0019   -0.4781     0.0026   0.5050     -0.0003   -0.0468     0.6329 1.0631 0.6136 0.9627 
  RPAbility 0.0018   0.4495     -0.0013   -0.3311     -0.0062   -1.1579     0.6534 1.1628 0.7406 0.2469 
  Gender 0.0039   0.7833     -0.0008   -0.2026     -0.0077   -1.3758     0.4341 1.1315 0.8395 0.1689 
Audit Firm-Specific Variables                                     
  Big4 0.0011   0.1979     0.0051   1.1724     -0.0016   -0.2469     0.8432 2.1022 0.2410 0.8050 
  IndExp -0.0028   -0.3679     0.0100   1.5138     -0.0092   -0.9851     0.7132 1.7259 0.1301 0.3246 
  Office -0.0001   -0.0953     0.0003   0.3105     0.0005   0.4582     0.9242 2.4404 0.7561 0.6468 
Client-Specific Variables                                       
  Age -0.0022   -1.3091     -0.0034   -2.0464 **   -0.0007   -0.2943     0.1915 1.4290 0.0407 0.7685 
  Size 0.0015   0.8880     0.0001   0.1077     0.0007   0.5013     0.3753 2.8477 0.9143 0.6162 
  OCF 0.0736   2.2629 **   -0.2114   -9.6538 ***   -0.1856   -8.2201 ***   0.0244 1.8865 0.0000 0.0000 
  Lev -0.1213   -2.8323 ***   0.3264   10.2987 ***   0.2733   9.1233 ***   0.0049 6.9416 0.0000 0.0000 
  pBank 0.0218   3.6144 ***   -0.0549   -11.0604 ***   -0.0495   -10.7493 ***   0.0004 8.4106 0.0000 0.0000 
  Growth 0.0029   0.4320     0.0034   0.4911     -0.0018   -0.2192     0.6660 1.2384 0.6234 0.8265 
  MB -0.0029   -2.6239 ***   -0.0014   -1.5845     0.0016   1.3523     0.0091 1.3925 0.1131 0.1763 
  AbsTA 0.1791   4.4998 ***   0.1777   8.0187 ***   -0.0931   -2.7835 ***   0.0000 1.7891 0.0000 0.0054 
  AC -0.0115   -2.8689 ***   -0.0079   -2.0784 **   0.0086   1.6911 *   0.0044 1.5881 0.0377 0.0908 
  Lag 0.0099   2.0845 **   0.0015   0.3089     -0.0066   -0.8712     0.0380 1.4452 0.7574 0.3836 
  Busy 0.0008   0.2152     0.0024   0.5409     -0.0028   -0.4326     0.8298 1.1435 0.5885 0.6653 
  Intercept 0.0856   2.0205 **   -0.2081   -5.9680 ***   -0.2301   -4.6966 ***   0.0442 - 0.0000 0.0000 
Adj. R2 0.3270   -   -           
Number of Obs. 862   473   389           
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Appendix 276: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort and RPTShort (Less FT ≤ 3) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort -0.0010   -0.2923     -0.0006   -0.1913     0.0009   0.1892     0.7702 1.2062 0.8483 0.8499 
  RPTShort -0.0004   -0.1534     0.0037   1.2135     0.0032   0.7283     0.8782 1.1379 0.2249 0.4664 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.2430     -0.0004   -1.3697     -0.0005   -1.0914     0.8081 1.4000 0.1708 0.2751 
  RPExp -0.0002   -0.8232     0.0003   1.1083     0.0004   1.1795     0.4111 1.2362 0.2677 0.2382 
  EPAbility -0.0019   -0.4711     0.0026   0.5096     -0.0003   -0.0368     0.6379 1.0633 0.6104 0.9706 
  RPAbility 0.0018   0.4466     -0.0013   -0.3331     -0.0064   -1.1887     0.6555 1.1651 0.7391 0.2346 
  Gender 0.0038   0.7735     -0.0006   -0.1436     -0.0077   -1.3740     0.4398 1.1309 0.8858 0.1694 
Audit Firm-Specific Variables                                     
  Big4 0.0011   0.1933     0.0051   1.1838     -0.0011   -0.1717     0.8468 2.1011 0.2365 0.8636 
  IndExp -0.0029   -0.3726     0.0100   1.5089     -0.0091   -0.9738     0.7097 1.7246 0.1313 0.3302 
  Office -0.0001   -0.1090     0.0003   0.2862     0.0006   0.5183     0.9133 2.4497 0.7747 0.6043 
Client-Specific Variables                                       
  Age -0.0022   -1.3089     -0.0034   -2.0416 **   -0.0007   -0.2919     0.1916 1.4336 0.0412 0.7704 
  Size 0.0014   0.8809     0.0001   0.1166     0.0008   0.5455     0.3791 2.8479 0.9072 0.5854 
  OCF 0.0734   2.2544 **   -0.2108   -9.6315 ***   -0.1852   -8.1690 ***   0.0249 1.8839 0.0000 0.0000 
  Lev -0.1207   -2.8329 ***   0.3247   10.2464 ***   0.2716   9.0461 ***   0.0049 6.9375 0.0000 0.0000 
  pBank 0.0217   3.6179 ***   -0.0547   -11.0175 ***   -0.0492   -10.6728 ***   0.0003 8.4098 0.0000 0.0000 
  Growth 0.0029   0.4316     0.0037   0.5381     -0.0026   -0.3179     0.6663 1.2386 0.5905 0.7506 
  MB -0.0028   -2.6049 ***   -0.0014   -1.6004     0.0016   1.3535     0.0097 1.3906 0.1095 0.1759 
  AbsTA 0.1792   4.4892 ***   0.1766   7.9844 ***   -0.0937   -2.7971 ***   0.0000 1.7874 0.0000 0.0052 
  AC -0.0115   -2.8692 ***   -0.0078   -2.0526 **   0.0086   1.6897 *   0.0044 1.5849 0.0401 0.0911 
  Lag 0.0098   2.0637 **   0.0015   0.3147     -0.0064   -0.8547     0.0399 1.4445 0.7530 0.3927 
  Busy 0.0009   0.2289     0.0023   0.5161     -0.0032   -0.4803     0.8191 1.1420 0.6058 0.6310 
  Intercept 0.0886   2.1048 **   -0.2124   -6.1159 ***   -0.2400   -4.8985 ***   0.0361 - 0.0000 0.0000 
Adj. R2 0.3269   -   -           
Number of Obs. 862   473   389           
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Appendix 277: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong and RPTLong (Less FT ≤ 3) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong -0.0018   -0.3966     -0.0021   -0.4824     -0.0010   -0.1521     0.6919 1.1482 0.6295 0.8791 
  RPTLong -0.0002   -0.0480     -0.0027   -0.6620     0.0029   0.4485     0.9618 1.1087 0.5080 0.6538 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.4162     -0.0004   -1.1560     -0.0005   -1.2124     0.6776 1.3527 0.2477 0.2254 
  RPExp -0.0002   -0.8056     0.0002   0.8913     0.0004   1.0175     0.4211 1.2236 0.3728 0.3089 
  EPAbility -0.0019   -0.4798     0.0025   0.4876     -0.0003   -0.0461     0.6317 1.0632 0.6258 0.9632 
  RPAbility 0.0018   0.4611     -0.0016   -0.3985     -0.0065   -1.2062     0.6451 1.1605 0.6902 0.2277 
  Gender 0.0038   0.7755     -0.0004   -0.0951     -0.0076   -1.3567     0.4386 1.1304 0.9242 0.1749 
Audit Firm-Specific Variables                                     
  Big4 0.0010   0.1746     0.0047   1.0809     -0.0014   -0.2065     0.8615 2.1038 0.2797 0.8364 
  IndExp -0.0030   -0.3823     0.0096   1.4522     -0.0089   -0.9555     0.7025 1.7255 0.1464 0.3393 
  Office -0.0001   -0.1374     0.0003   0.3925     0.0007   0.6386     0.8908 2.4180 0.6947 0.5231 
Client-Specific Variables                                       
  Age -0.0022   -1.3080     -0.0032   -1.9741 **   -0.0006   -0.2465     0.1919 1.4230 0.0484 0.8053 
  Size 0.0014   0.8594     0.0002   0.1826     0.0009   0.5955     0.3908 2.8348 0.8551 0.5515 
  OCF 0.0726   2.2230 **   -0.2111   -9.6266 ***   -0.1861   -8.2166 ***   0.0270 1.8870 0.0000 0.0000 
  Lev -0.1193   -2.7904 ***   0.3251   10.2568 ***   0.2696   8.9983 ***   0.0056 6.8665 0.0000 0.0000 
  pBank 0.0215   3.5625 ***   -0.0548   -11.0318 ***   -0.0490   -10.6266 ***   0.0004 8.3231 0.0000 0.0000 
  Growth 0.0030   0.4494     0.0035   0.4974     -0.0027   -0.3332     0.6535 1.2395 0.6189 0.7390 
  MB -0.0029   -2.6194 ***   -0.0014   -1.6462 *   0.0015   1.3147     0.0093 1.3868 0.0997 0.1886 
  AbsTA 0.1800   4.5212 ***   0.1783   8.0665 ***   -0.0928   -2.7683 ***   0.0000 1.7823 0.0000 0.0056 
  AC -0.0116   -2.8764 ***   -0.0078   -2.0463 **   0.0084   1.6606 *   0.0043 1.5861 0.0407 0.0968 
  Lag 0.0097   2.0613 **   0.0016   0.3353     -0.0064   -0.8411     0.0401 1.4459 0.7374 0.4003 
  Busy 0.0009   0.2376     0.0024   0.5359     -0.0035   -0.5272     0.8123 1.1412 0.5920 0.5980 
  Intercept 0.0876   2.0764 **   -0.2130   -6.1461 ***   -0.2390   -4.8777 ***   0.0387 - 0.0000 0.0000 
Adj. R2 0.3269   -   -           
Number of Obs. 862   473   389           
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Appendix 278: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort2 and RPTShort2 (Less FT ≤ 3) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort2 -0.0019   -0.5852     -0.0001   -0.0243     0.0036   0.8193     0.5589 1.1577 0.9806 0.4126 
  RPTShort2 -0.0008   -0.2746     0.0055   1.7423 *   0.0093   2.1318 **   0.7838 1.1202 0.0815 0.0330 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.1825     -0.0004   -1.2782     -0.0004   -0.9645     0.8553 1.3654 0.2012 0.3348 
  RPExp -0.0002   -0.8532     0.0003   1.1525     0.0005   1.3868     0.3942 1.2185 0.2491 0.1655 
  EPAbility -0.0019   -0.4839     0.0027   0.5140     0.0007   0.0909     0.6288 1.0641 0.6072 0.9276 
  RPAbility 0.0017   0.4361     -0.0012   -0.2965     -0.0060   -1.1315     0.6631 1.1632 0.7669 0.2578 
  Gender 0.0040   0.7950     -0.0012   -0.2837     -0.0080   -1.4396     0.4272 1.1348 0.7767 0.1500 
Audit Firm-Specific Variables                                     
  Big4 0.0011   0.1979     0.0052   1.2022     -0.0013   -0.2023     0.8432 2.0983 0.2293 0.8397 
  IndExp -0.0027   -0.3567     0.0102   1.5420     -0.0100   -1.0796     0.7216 1.7266 0.1231 0.2803 
  Office -0.0001   -0.1021     0.0003   0.3693     0.0004   0.3142     0.9187 2.4288 0.7119 0.7533 
Client-Specific Variables                                       
  Age -0.0022   -1.3010     -0.0034   -2.0618 **   -0.0011   -0.4929     0.1943 1.4345 0.0392 0.6221 
  Size 0.0015   0.8958     0.0000   0.0239     0.0007   0.4814     0.3711 2.8554 0.9809 0.6302 
  OCF 0.0736   2.2625 **   -0.2106   -9.6438 ***   -0.1848   -8.2185 ***   0.0244 1.8832 0.0000 0.0000 
  Lev -0.1216   -2.8226 ***   0.3238   10.2561 ***   0.2768   9.2626 ***   0.0051 6.9183 0.0000 0.0000 
  pBank 0.0218   3.5941 ***   -0.0546   -11.0401 ***   -0.0500   -10.8910 ***   0.0004 8.3910 0.0000 0.0000 
  Growth 0.0030   0.4585     0.0033   0.4734     -0.0027   -0.3366     0.6469 1.2395 0.6359 0.7364 
  MB -0.0028   -2.6378 ***   -0.0014   -1.5837     0.0016   1.3779     0.0088 1.3895 0.1133 0.1682 
  AbsTA 0.1789   4.5104 ***   0.1772   8.0349 ***   -0.0923   -2.7721 ***   0.0000 1.7842 0.0000 0.0056 
  AC -0.0115   -2.8577 ***   -0.0079   -2.0928 **   0.0093   1.8331 *   0.0046 1.5864 0.0364 0.0668 
  Lag 0.0098   2.0680 **   0.0012   0.2474     -0.0059   -0.7887     0.0395 1.4439 0.8046 0.4303 
  Busy 0.0008   0.2187     0.0025   0.5468     -0.0021   -0.3234     0.8271 1.1439 0.5845 0.7464 
  Intercept 0.0889   2.1079 **   -0.2108   -6.0836 ***   -0.2452   -5.0398 ***   0.0359 - 0.0000 0.0000 
Adj. R2 0.3272   -   -           
Number of Obs. 862   473   389           
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Appendix 279: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong5 and RPTLong5 (Less FT ≤ 3) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong5 0.0031   0.8095     0.0019   0.5185     -0.0046   -0.8696     0.4189 1.2179 0.6041 0.3845 
  RPTLong5 0.0044   1.2522     -0.0011   -0.3295     -0.0047   -0.9673     0.2115 1.1411 0.7418 0.3334 
Audit Partner-Specific Variables                                     
  EPExp 0.0000   0.0602     -0.0005   -1.4842     -0.0004   -1.0118     0.9520 1.3836 0.1378 0.3117 
  RPExp -0.0003   -1.0378     0.0002   0.8485     0.0005   1.2357     0.3002 1.2353 0.3962 0.2166 
  EPAbility -0.0019   -0.4670     0.0026   0.5034     -0.0010   -0.1376     0.6408 1.0636 0.6147 0.8906 
  RPAbility 0.0016   0.4178     -0.0015   -0.3834     -0.0062   -1.1560     0.6764 1.1636 0.7014 0.2477 
  Gender 0.0038   0.7788     -0.0005   -0.1202     -0.0074   -1.3224     0.4367 1.1294 0.9043 0.1860 
Audit Firm-Specific Variables                                     
  Big4 0.0009   0.1719     0.0050   1.1598     -0.0019   -0.2974     0.8636 2.0988 0.2461 0.7662 
  IndExp -0.0031   -0.3992     0.0098   1.4826     -0.0085   -0.9064     0.6900 1.7247 0.1382 0.3647 
  Office 0.0000   -0.0134     0.0003   0.3549     0.0007   0.5845     0.9893 2.4421 0.7227 0.5589 
Client-Specific Variables                                       
  Age -0.0022   -1.3029     -0.0032   -1.9610 **   -0.0004   -0.1924     0.1936 1.4243 0.0499 0.8474 
  Size 0.0015   0.9056     0.0003   0.2359     0.0008   0.5321     0.3659 2.8381 0.8135 0.5947 
  OCF 0.0747   2.3253 **   -0.2094   -9.5264 ***   -0.1858   -8.2277 ***   0.0207 1.8868 0.0000 0.0000 
  Lev -0.1244   -2.9372 ***   0.3224   10.0894 ***   0.2705   9.0550 ***   0.0036 6.9285 0.0000 0.0000 
  pBank 0.0221   3.7232 ***   -0.0544   -10.8906 ***   -0.0490   -10.6785 ***   0.0002 8.3783 0.0000 0.0000 
  Growth 0.0023   0.3452     0.0038   0.5426     -0.0015   -0.1849     0.7301 1.2423 0.5874 0.8533 
  MB -0.0029   -2.6496 ***   -0.0014   -1.5906     0.0015   1.3045     0.0085 1.3888 0.1117 0.1921 
  AbsTA 0.1778   4.4896 ***   0.1760   7.9242 ***   -0.0939   -2.8089 ***   0.0000 1.7875 0.0000 0.0050 
  AC -0.0113   -2.8085 ***   -0.0078   -2.0500 **   0.0081   1.6016     0.0053 1.5882 0.0404 0.1092 
  Lag 0.0101   2.1150 **   0.0019   0.3989     -0.0066   -0.8725     0.0353 1.4448 0.6900 0.3829 
  Busy 0.0006   0.1664     0.0023   0.5141     -0.0029   -0.4459     0.8680 1.1425 0.6072 0.6556 
  Intercept 0.0867   2.0671 **   -0.2127   -6.1332 ***   -0.2360   -4.8317 ***   0.0396 - 0.0000 0.0000 
Adj. R2 0.3291   -   -           
Number of Obs. 862   473   389           
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Appendix 280: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPT and RPT (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPT 0.0002   0.3361     0.0000   -0.0347     -0.0004   -0.4300     0.7370 1.2547 0.9724 0.6672 
  RPT 0.0002   0.2250     -0.0010   -1.3321     -0.0010   -1.0185     0.8221 1.1889 0.1828 0.3084 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.6432     -0.0001   -0.3654     -0.0003   -0.8663     0.5206 1.3066 0.7148 0.3863 
  RPExp 0.0000   0.1334     0.0004   1.7816 *   0.0006   2.1962 **   0.8939 1.2163 0.0748 0.0281 
  EPAbility -0.0033   -1.0220     0.0000   0.0029     -0.0015   -0.2890     0.3075 1.0559 0.9977 0.7726 
  RPAbility -0.0018   -0.5622     -0.0011   -0.3072     -0.0008   -0.1977     0.5743 1.1461 0.7587 0.8433 
  Gender 0.0021   0.5492     0.0017   0.5127     0.0009   0.2121     0.5833 1.0950 0.6081 0.8321 
Audit Firm-Specific Variables                                     
  Big4 0.0050   1.3651     0.0065   1.7989 *   0.0003   0.0678     0.1731 2.0618 0.0720 0.9459 
  IndExp 0.0033   0.5265     0.0110   2.0274 **   -0.0007   -0.1040     0.5989 1.7008 0.0426 0.9172 
  Office -0.0005   -0.6954     -0.0006   -0.8387     -0.0008   -0.9423     0.4873 2.3125 0.4016 0.3460 
Client-Specific Variables                                       
  Age 0.0002   0.1873     -0.0014   -1.0314     -0.0019   -1.1922     0.8516 1.4194 0.3023 0.2332 
  Size -0.0007   -0.6276     0.0007   0.6428     0.0009   0.8140     0.5307 2.9324 0.5204 0.4156 
  OCF -0.0161   -0.5484     -0.2066   -11.9457 ***   -0.1766   -9.5379 ***   0.5838 1.5345 0.0000 0.0000 
  Lev 0.0073   0.1760     0.2854   10.6956 ***   0.3093   10.2764 ***   0.8604 ##### 0.0000 0.0000 
  pBank -0.0015   -0.2222     -0.0508   -12.1581 ***   -0.0524   -11.4494 ***   0.8243 ##### 0.0000 0.0000 
  Growth 0.0046   1.0148     -0.0046   -0.9338     -0.0047   -0.7673     0.3109 1.2082 0.3504 0.4429 
  MB -0.0004   -0.5028     -0.0004   -0.6344     0.0005   0.5864     0.6154 1.2353 0.5258 0.5576 
  AbsTA 0.0637   1.8852 *   0.1277   6.3777 ***   0.0119   0.4267     0.0603 1.3794 0.0000 0.6696 
  AC -0.0050   -1.6460     -0.0057   -1.6959 *   0.0074   1.9566 *   0.1007 1.6345 0.0899 0.0504 
  Lag 0.0079   1.8096 *   0.0050   1.1696     -0.0061   -1.1041     0.0712 1.4279 0.2422 0.2696 
  Busy -0.0010   -0.3343     -0.0020   -0.5600     -0.0044   -0.9425     0.7384 1.0761 0.5755 0.3459 
  Intercept 0.0114   0.2730     -0.2029   -6.6326 ***   -0.2303   -6.2718 ***   0.7850 - 0.0000 0.0000 
Adj. R2 0.1385   -   -           
Number of Obs. 1080   656   538           
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Appendix 281: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort and RPTShort (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort -0.0017   -0.6330     -0.0011   -0.3595     0.0023   0.6156     0.5272 1.2720 0.7192 0.5382 
  RPTShort 0.0002   0.0689     0.0045   1.5433     0.0028   0.7838     0.9451 1.2071 0.1228 0.4332 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.6082     -0.0001   -0.5141     -0.0003   -0.8594     0.5435 1.2735 0.6072 0.3901 
  RPExp 0.0000   0.2014     0.0004   1.8178 *   0.0006   2.1312 **   0.8405 1.1965 0.0691 0.0331 
  EPAbility -0.0033   -1.0150     0.0002   0.0405     -0.0015   -0.2981     0.3108 1.0554 0.9677 0.7656 
  RPAbility -0.0018   -0.5780     -0.0012   -0.3335     -0.0008   -0.1979     0.5636 1.1472 0.7388 0.8431 
  Gender 0.0021   0.5522     0.0019   0.5564     0.0008   0.1922     0.5812 1.0945 0.5780 0.8476 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.3606     0.0065   1.8015 *   0.0006   0.1280     0.1745 2.0574 0.0716 0.8982 
  IndExp 0.0033   0.5260     0.0111   2.0541 **   -0.0005   -0.0728     0.5992 1.7007 0.0400 0.9420 
  Office -0.0005   -0.7013     -0.0006   -0.8741     -0.0008   -0.9324     0.4836 2.3141 0.3821 0.3511 
Client-Specific Variables                                       
  Age 0.0002   0.1622     -0.0013   -1.0218     -0.0018   -1.1499     0.8713 1.4192 0.3069 0.2502 
  Size -0.0007   -0.6291     0.0007   0.6857     0.0010   0.8269     0.5297 2.9317 0.4929 0.4083 
  OCF -0.0158   -0.5330     -0.2074   -11.9887 ***   -0.1768   -9.5403 ***   0.5944 1.5373 0.0000 0.0000 
  Lev 0.0071   0.1716     0.2849   10.6576 ***   0.3094   10.2748 ***   0.8639 ##### 0.0000 0.0000 
  pBank -0.0015   -0.2195     -0.0507   -12.1328 ***   -0.0524   -11.4471 ***   0.8264 ##### 0.0000 0.0000 
  Growth 0.0046   1.0076     -0.0044   -0.8786     -0.0050   -0.8099     0.3144 1.2086 0.3796 0.4180 
  MB -0.0004   -0.5000     -0.0004   -0.6450     0.0005   0.6094     0.6174 1.2342 0.5189 0.5423 
  AbsTA 0.0634   1.8718 *   0.1268   6.3383 ***   0.0122   0.4381     0.0621 1.3790 0.0000 0.6613 
  AC -0.0050   -1.6406     -0.0059   -1.7412 *   0.0072   1.9076 *   0.1018 1.6313 0.0817 0.0564 
  Lag 0.0078   1.7881 *   0.0051   1.1739     -0.0062   -1.1094     0.0746 1.4261 0.2404 0.2672 
  Busy -0.0010   -0.3305     -0.0020   -0.5591     -0.0045   -0.9727     0.7412 1.0760 0.5761 0.3307 
  Intercept 0.0141   0.3265     -0.2082   -6.8258 ***   -0.2380   -6.4019 ***   0.7443 - 0.0000 0.0000 
Adj. R2 0.1387   -   -           
Number of Obs. 1080   656   538           

 

  



 CCCXXIV 

Appendix 282: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong and RPTLong (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong -0.0001   -0.0193     -0.0025   -0.5486     -0.0009   -0.1516     0.9846 1.1277 0.5833 0.8795 
  RPTLong 0.0001   0.0277     -0.0020   -0.4880     -0.0011   -0.2039     0.9779 1.1083 0.6255 0.8384 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.7836     -0.0001   -0.2855     -0.0003   -0.9699     0.4338 1.2581 0.7753 0.3321 
  RPExp 0.0000   0.1731     0.0003   1.5494     0.0006   2.0468 **   0.8627 1.1935 0.1213 0.0407 
  EPAbility -0.0033   -1.0413     -0.0001   -0.0233     -0.0013   -0.2497     0.2985 1.0572 0.9814 0.8028 
  RPAbility -0.0018   -0.5486     -0.0014   -0.3930     -0.0008   -0.1923     0.5837 1.1475 0.6943 0.8475 
  Gender 0.0021   0.5443     0.0020   0.5946     0.0009   0.2081     0.5866 1.0962 0.5521 0.8352 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.3385     0.0064   1.7531 *   0.0006   0.1193     0.1816 2.0637 0.0796 0.9050 
  IndExp 0.0033   0.5271     0.0108   1.9880 **   -0.0006   -0.0797     0.5985 1.7022 0.0468 0.9365 
  Office -0.0005   -0.7018     -0.0006   -0.7766     -0.0008   -0.9016     0.4833 2.3091 0.4374 0.3673 
Client-Specific Variables                                       
  Age 0.0002   0.1936     -0.0013   -0.9860     -0.0018   -1.1377     0.8466 1.4149 0.3241 0.2553 
  Size -0.0007   -0.6290     0.0007   0.6472     0.0009   0.7858     0.5298 2.9325 0.5175 0.4320 
  OCF -0.0163   -0.5564     -0.2067   -11.9386 ***   -0.1770   -9.5515 ***   0.5783 1.5333 0.0000 0.0000 
  Lev 0.0077   0.1865     0.2851   10.6753 ***   0.3066   10.2009 ***   0.8522 ##### 0.0000 0.0000 
  pBank -0.0016   -0.2296     -0.0508   -12.1479 ***   -0.0520   -11.3765 ***   0.8186 ##### 0.0000 0.0000 
  Growth 0.0046   1.0087     -0.0045   -0.8999     -0.0050   -0.8041     0.3138 1.2081 0.3682 0.4214 
  MB -0.0004   -0.5116     -0.0004   -0.6347     0.0005   0.6469     0.6092 1.2335 0.5256 0.5177 
  AbsTA 0.0640   1.8840 *   0.1276   6.3825 ***   0.0116   0.4171     0.0604 1.3764 0.0000 0.6766 
  AC -0.0050   -1.6618 *   -0.0057   -1.6968 *   0.0074   1.9499 *   0.0975 1.6331 0.0897 0.0512 
  Lag 0.0078   1.7936 *   0.0052   1.2159     -0.0063   -1.1261     0.0738 1.4310 0.2240 0.2601 
  Busy -0.0010   -0.3222     -0.0020   -0.5526     -0.0051   -1.0910     0.7475 1.0751 0.5805 0.2753 
  Intercept 0.0125   0.2972     -0.2068   -6.7951 ***   -0.2312   -6.2783 ***   0.7665 - 0.0000 0.0000 
Adj. R2 0.1383   -   -           
Number of Obs. 1080   656   538           
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Appendix 283: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort2 and RPTShort2 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort2 0.0003   0.1025     0.0001   0.0449     -0.0017   -0.4861     0.9184 1.2941 0.9641 0.6269 
  RPTShort2 -0.0005   -0.2270     0.0031   1.1263     0.0049   1.4494     0.8206 1.2408 0.2600 0.1472 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.8037     -0.0001   -0.3922     -0.0003   -1.0778     0.4221 1.2642 0.6949 0.2811 
  RPExp 0.0000   0.1466     0.0004   1.6833 *   0.0006   2.2053 **   0.8836 1.1838 0.0923 0.0274 
  EPAbility -0.0034   -1.0471     0.0000   -0.0098     -0.0011   -0.2268     0.2958 1.0554 0.9922 0.8206 
  RPAbility -0.0018   -0.5534     -0.0010   -0.2916     -0.0007   -0.1711     0.5804 1.1473 0.7706 0.8642 
  Gender 0.0021   0.5367     0.0016   0.4815     0.0009   0.2049     0.5919 1.0965 0.6302 0.8376 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.3459     0.0065   1.8049 *   0.0006   0.1227     0.1792 2.0580 0.0711 0.9023 
  IndExp 0.0033   0.5315     0.0108   1.9906 **   -0.0010   -0.1328     0.5954 1.6996 0.0465 0.8944 
  Office -0.0005   -0.7004     -0.0005   -0.7712     -0.0009   -0.9854     0.4841 2.3080 0.4406 0.3244 
Client-Specific Variables                                       
  Age 0.0002   0.2128     -0.0013   -1.0260     -0.0021   -1.3303     0.8316 1.4274 0.3049 0.1834 
  Size -0.0007   -0.6293     0.0006   0.5998     0.0009   0.8118     0.5296 2.9347 0.5486 0.4169 
  OCF -0.0164   -0.5539     -0.2063   -11.9208 ***   -0.1754   -9.4672 ***   0.5800 1.5382 0.0000 0.0000 
  Lev 0.0075   0.1815     0.2840   10.6369 ***   0.3079   10.2168 ***   0.8561 ##### 0.0000 0.0000 
  pBank -0.0015   -0.2226     -0.0507   -12.1265 ***   -0.0522   -11.3951 ***   0.8240 ##### 0.0000 0.0000 
  Growth 0.0046   1.0197     -0.0047   -0.9466     -0.0052   -0.8572     0.3086 1.2101 0.3438 0.3913 
  MB -0.0004   -0.5166     -0.0005   -0.6626     0.0005   0.6525     0.6058 1.2351 0.5076 0.5141 
  AbsTA 0.0641   1.8858 *   0.1279   6.3942 ***   0.0102   0.3653     0.0602 1.3772 0.0000 0.7149 
  AC -0.0050   -1.6651 *   -0.0056   -1.6693 *   0.0079   2.0752 **   0.0968 1.6339 0.0951 0.0380 
  Lag 0.0078   1.7914 *   0.0051   1.1917     -0.0059   -1.0689     0.0741 1.4248 0.2334 0.2851 
  Busy -0.0010   -0.3277     -0.0021   -0.5865     -0.0043   -0.9266     0.7433 1.0753 0.5576 0.3541 
  Intercept 0.0128   0.2980     -0.2070   -6.7994 ***   -0.2346   -6.3238 ***   0.7659 - 0.0000 0.0000 
Adj. R2 0.1383   -   -           
Number of Obs. 1080   656   538           
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Appendix 284: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong5 and RPTLong5 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong5 0.0011   0.3788     0.0013   0.3592     -0.0028   -0.6265     0.7051 1.2252 0.7194 0.5310 
  RPTLong5 0.0041   1.3307     -0.0019   -0.5674     -0.0072   -1.7239 *   0.1842 1.1635 0.5704 0.0847 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.6052     -0.0001   -0.5390     -0.0003   -0.9219     0.5454 1.2763 0.5899 0.3566 
  RPExp 0.0000   -0.0611     0.0003   1.5829     0.0006   2.2487 **   0.9513 1.2029 0.1135 0.0245 
  EPAbility -0.0033   -1.0089     0.0001   0.0307     -0.0018   -0.3625     0.3137 1.0574 0.9755 0.7170 
  RPAbility -0.0018   -0.5554     -0.0013   -0.3663     -0.0008   -0.2003     0.5790 1.1460 0.7142 0.8412 
  Gender 0.0019   0.5082     0.0019   0.5594     0.0007   0.1803     0.6117 1.0950 0.5759 0.8569 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.3526     0.0066   1.8341 *   0.0000   0.0017     0.1771 2.0576 0.0666 0.9986 
  IndExp 0.0030   0.4787     0.0109   2.0060 **   -0.0006   -0.0810     0.6324 1.7024 0.0449 0.9355 
  Office -0.0005   -0.6101     -0.0006   -0.8422     -0.0008   -0.9175     0.5422 2.3213 0.3997 0.3589 
Client-Specific Variables                                       
  Age 0.0002   0.1431     -0.0013   -1.0046     -0.0017   -1.0453     0.8863 1.4164 0.3151 0.2959 
  Size -0.0007   -0.6328     0.0007   0.6876     0.0009   0.8205     0.5273 2.9316 0.4917 0.4119 
  OCF -0.0159   -0.5421     -0.2069   -11.9412 ***   -0.1769   -9.5850 ***   0.5881 1.5333 0.0000 0.0000 
  Lev 0.0063   0.1544     0.2849   10.6423 ***   0.3087   10.3062 ***   0.8774 ##### 0.0000 0.0000 
  pBank -0.0015   -0.2134     -0.0507   -12.1301 ***   -0.0522   -11.4645 ***   0.8312 ##### 0.0000 0.0000 
  Growth 0.0045   0.9779     -0.0042   -0.8462     -0.0043   -0.7077     0.3288 1.2085 0.3974 0.4791 
  MB -0.0004   -0.4960     -0.0004   -0.6299     0.0004   0.5466     0.6202 1.2353 0.5287 0.5847 
  AbsTA 0.0636   1.8963 *   0.1266   6.3257 ***   0.0107   0.3869     0.0588 1.3778 0.0000 0.6989 
  AC -0.0048   -1.5910     -0.0058   -1.7175 *   0.0070   1.8515 *   0.1125 1.6358 0.0859 0.0641 
  Lag 0.0082   1.8864 *   0.0054   1.2507     -0.0065   -1.1667     0.0601 1.4321 0.2110 0.2433 
  Busy -0.0013   -0.4063     -0.0021   -0.5655     -0.0041   -0.8878     0.6848 1.0778 0.5717 0.3747 
  Intercept 0.0108   0.2570     -0.2071   -6.8038 ***   -0.2314   -6.3087 ***   0.7973 - 0.0000 0.0000 
Adj. R2 0.1405   -   -           
Number of Obs. 1080   656   538           
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Appendix 285: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPT and RPT (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPT 0.0002   0.2729     -0.0005   -0.6844     -0.0014   -1.2322     0.7851 1.2657 0.4937 0.2179 
  RPT 0.0005   0.6090     0.0003   0.3818     0.0001   0.0588     0.5429 1.2048 0.7026 0.9531 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.7474     0.0000   0.0969     -0.0003   -0.9737     0.4553 1.2847 0.9228 0.3302 
  RPExp -0.0003   -1.3679     -0.0001   -0.4023     0.0001   0.4453     0.1722 1.1949 0.6874 0.6561 
  EPAbility -0.0017   -0.4604     0.0014   0.3470     -0.0013   -0.2190     0.6455 1.0484 0.7286 0.8267 
  RPAbility -0.0010   -0.2672     -0.0026   -0.7891     -0.0023   -0.5066     0.7895 1.1442 0.4301 0.6124 
  Gender 0.0024   0.5670     0.0004   0.1179     -0.0034   -0.7437     0.5710 1.0772 0.9062 0.4570 
Audit Firm-Specific Variables                                     
  Big4 0.0078   1.9074 *   0.0047   1.3159     -0.0126   -2.4486 **   0.0573 2.0374 0.1882 0.0143 
  IndExp 0.0067   1.0752     0.0110   2.1012 **   -0.0137   -1.7976 *   0.2830 1.6673 0.0356 0.0722 
  Office -0.0006   -0.7833     0.0000   -0.0305     0.0006   0.6080     0.4340 2.3094 0.9757 0.5432 
Client-Specific Variables                                       
  Age -0.0017   -1.1857     -0.0029   -2.4134 **   0.0008   0.4770     0.2365 1.3792 0.0158 0.6333 
  Size 0.0019   1.4509     -0.0003   -0.3152     -0.0011   -0.8452     0.1477 2.8490 0.7526 0.3980 
  OCF 0.0300   1.0931     -0.1969   -12.8915 ***   -0.1878   -9.9463 ***   0.2751 1.7456 0.0000 0.0000 
  Lev -0.1052   -2.5995 ***   0.3264   11.8129 ***   0.2605   10.2135 ***   0.0097 7.4475 0.0000 0.0000 
  pBank 0.0178   2.9975 ***   -0.0551   -13.1606 ***   -0.0487   -12.6984 ***   0.0029 9.0465 0.0000 0.0000 
  Growth -0.0014   -0.2645     0.0099   1.8883 *   0.0071   1.1715     0.7916 1.2007 0.0590 0.2414 
  MB -0.0008   -0.9205     -0.0010   -1.5668     0.0003   0.3300     0.3579 1.2354 0.1172 0.7414 
  AbsTA 0.1666   4.3624 ***   0.1584   9.2356 ***   -0.0733   -2.7563 ***   0.0000 1.6269 0.0000 0.0058 
  AC -0.0084   -2.4282 **   -0.0028   -0.9010     0.0091   2.1790 **   0.0157 1.6159 0.3676 0.0293 
  Lag 0.0143   3.3688 ***   0.0044   1.1092     -0.0172   -2.9765 ***   0.0008 1.4188 0.2673 0.0029 
  Busy -0.0014   -0.3723     -0.0059   -1.6123     -0.0034   -0.6789     0.7099 1.0774 0.1069 0.4972 
  Intercept 0.0477   1.2263     -0.2128   -7.2418 ***   -0.1544   -4.0155 ***   0.2209 - 0.0000 0.0001 
Adj. R2 0.3017   -   -           
Number of Obs. 1270   707   563           
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Appendix 286: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort and RPTShort (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort -0.0017   -0.5622     0.0007   0.2403     0.0057   1.3259     0.5743 1.2627 0.8101 0.1849 
  RPTShort -0.0030   -1.1106     -0.0035   -1.2587     -0.0015   -0.3722     0.2675 1.2014 0.2081 0.7097 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.7045     0.0000   -0.0832     -0.0003   -0.9619     0.4816 1.2563 0.9337 0.3361 
  RPExp -0.0003   -1.4061     -0.0001   -0.5598     0.0001   0.4131     0.1605 1.1745 0.5756 0.6795 
  EPAbility -0.0016   -0.4502     0.0015   0.3569     -0.0013   -0.2169     0.6529 1.0482 0.7212 0.8283 
  RPAbility -0.0011   -0.2867     -0.0027   -0.8284     -0.0024   -0.5336     0.7745 1.1446 0.4074 0.5936 
  Gender 0.0024   0.5729     0.0006   0.1849     -0.0031   -0.6923     0.5670 1.0766 0.8533 0.4888 
Audit Firm-Specific Variables                                     
  Big4 0.0078   1.9062 *   0.0049   1.3576     -0.0126   -2.4391 **   0.0574 2.0313 0.1746 0.0147 
  IndExp 0.0066   1.0537     0.0107   2.0488 **   -0.0137   -1.7946 *   0.2927 1.6676 0.0405 0.0727 
  Office -0.0006   -0.7612     0.0000   -0.0059     0.0006   0.6325     0.4470 2.3087 0.9953 0.5270 
Client-Specific Variables                                       
  Age -0.0017   -1.1973     -0.0029   -2.3817 **   0.0009   0.5285     0.2320 1.3779 0.0172 0.5971 
  Size 0.0019   1.4437     -0.0003   -0.3048     -0.0011   -0.8625     0.1497 2.8485 0.7605 0.3884 
  OCF 0.0301   1.1008     -0.1962   -12.8598 ***   -0.1881   -9.9630 ***   0.2717 1.7459 0.0000 0.0000 
  Lev -0.1063   -2.6387 ***   0.3240   11.7324 ***   0.2593   10.1730 ***   0.0087 7.4560 0.0000 0.0000 
  pBank 0.0179   3.0358 ***   -0.0547   -13.0778 ***   -0.0485   -12.6574 ***   0.0026 9.0567 0.0000 0.0000 
  Growth -0.0014   -0.2641     0.0103   1.9736 **   0.0072   1.1932     0.7919 1.2002 0.0484 0.2328 
  MB -0.0008   -0.9164     -0.0010   -1.5475     0.0003   0.3383     0.3600 1.2340 0.1217 0.7351 
  AbsTA 0.1663   4.3632 ***   0.1577   9.2163 ***   -0.0749   -2.8196 ***   0.0000 1.6235 0.0000 0.0048 
  AC -0.0083   -2.4141 **   -0.0028   -0.8950     0.0091   2.1798 **   0.0163 1.6131 0.3708 0.0293 
  Lag 0.0143   3.3656 ***   0.0048   1.2026     -0.0172   -2.9924 ***   0.0008 1.4178 0.2291 0.0028 
  Busy -0.0014   -0.3893     -0.0058   -1.5878     -0.0037   -0.7344     0.6973 1.0765 0.1123 0.4627 
  Intercept 0.0537   1.3627     -0.2114   -7.1715 ***   -0.1596   -4.1420 ***   0.1738 - 0.0000 0.0000 
Adj. R2 0.3026   -   -           
Number of Obs. 1270   707   563           
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Appendix 287: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong and RPTLong (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong -0.0019   -0.4396     -0.0072   -1.6218     -0.0045   -0.7244     0.6605 1.1309 0.1049 0.4688 
  RPTLong 0.0029   0.7864     0.0016   0.4020     -0.0027   -0.4395     0.4321 1.1041 0.6877 0.6603 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.9471     0.0001   0.3099     -0.0004   -1.2040     0.3442 1.2342 0.7567 0.2286 
  RPExp -0.0003   -1.3578     -0.0001   -0.4221     0.0001   0.4897     0.1754 1.1693 0.6730 0.6243 
  EPAbility -0.0018   -0.4781     0.0014   0.3449     -0.0010   -0.1786     0.6329 1.0479 0.7302 0.8583 
  RPAbility -0.0009   -0.2401     -0.0030   -0.9100     -0.0024   -0.5368     0.8104 1.1426 0.3628 0.5914 
  Gender 0.0024   0.5645     0.0006   0.1928     -0.0034   -0.7393     0.5728 1.0773 0.8471 0.4597 
Audit Firm-Specific Variables                                     
  Big4 0.0077   1.8825 *   0.0044   1.2326     -0.0126   -2.4437 **   0.0606 2.0410 0.2177 0.0145 
  IndExp 0.0067   1.0739     0.0110   2.1039 **   -0.0137   -1.7988 *   0.2836 1.6667 0.0354 0.0721 
  Office -0.0006   -0.7809     0.0000   0.0241     0.0005   0.5926     0.4354 2.3062 0.9807 0.5535 
Client-Specific Variables                                       
  Age -0.0017   -1.1821     -0.0029   -2.4150 **   0.0008   0.4703     0.2379 1.3761 0.0157 0.6381 
  Size 0.0019   1.4489     -0.0004   -0.3699     -0.0011   -0.8382     0.1482 2.8491 0.7115 0.4019 
  OCF 0.0298   1.0851     -0.1976   -12.9558 ***   -0.1884   -9.9744 ***   0.2786 1.7463 0.0000 0.0000 
  Lev -0.1044   -2.5920 ***   0.3267   11.8665 ***   0.2598   10.1929 ***   0.0099 7.4199 0.0000 0.0000 
  pBank 0.0176   2.9874 ***   -0.0552   -13.2379 ***   -0.0486   -12.6731 ***   0.0030 9.0107 0.0000 0.0000 
  Growth -0.0015   -0.2755     0.0096   1.8514 *   0.0072   1.1913     0.7831 1.2000 0.0641 0.2335 
  MB -0.0008   -0.9312     -0.0009   -1.5112     0.0003   0.3689     0.3524 1.2321 0.1307 0.7122 
  AbsTA 0.1672   4.3836 ***   0.1590   9.3141 ***   -0.0748   -2.8147 ***   0.0000 1.6192 0.0000 0.0049 
  AC -0.0084   -2.4422 **   -0.0028   -0.8913     0.0092   2.2080 **   0.0151 1.6139 0.3728 0.0272 
  Lag 0.0142   3.3401 ***   0.0039   0.9646     -0.0172   -2.9787 ***   0.0009 1.4181 0.3348 0.0029 
  Busy -0.0013   -0.3589     -0.0060   -1.6608 *   -0.0032   -0.6408     0.7199 1.0752 0.0968 0.5217 
  Intercept 0.0492   1.2532     -0.2113   -7.2103 ***   -0.1563   -4.0676 ***   0.2110 - 0.0000 0.0000 
Adj. R2 0.3016   -   -           
Number of Obs. 1270   707   563           
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Appendix 288: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTShort2 and RPTShort2 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTShort2 -0.0005   -0.1814     0.0023   0.8242     0.0038   0.9997     0.8561 1.2957 0.4098 0.3175 
  RPTShort2 0.0000   -0.0149     0.0019   0.7168     0.0002   0.0634     0.9881 1.2469 0.4735 0.9494 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.8386     0.0000   0.1335     -0.0004   -1.0492     0.4022 1.2525 0.8938 0.2941 
  RPExp -0.0003   -1.2714     0.0000   -0.1786     0.0002   0.5189     0.2044 1.1712 0.8583 0.6038 
  EPAbility -0.0017   -0.4697     0.0014   0.3462     -0.0012   -0.2117     0.6389 1.0483 0.7292 0.8324 
  RPAbility -0.0010   -0.2531     -0.0023   -0.7097     -0.0025   -0.5490     0.8003 1.1448 0.4779 0.5830 
  Gender 0.0024   0.5616     0.0000   0.0130     -0.0034   -0.7486     0.5747 1.0787 0.9897 0.4541 
Audit Firm-Specific Variables                                     
  Big4 0.0077   1.8923 *   0.0048   1.3427     -0.0124   -2.4161 **   0.0593 2.0317 0.1794 0.0157 
  IndExp 0.0068   1.0843     0.0112   2.1380 **   -0.0138   -1.8028 *   0.2789 1.6673 0.0325 0.0714 
  Office -0.0007   -0.8012     0.0000   -0.0530     0.0005   0.5912     0.4235 2.3061 0.9578 0.5544 
Client-Specific Variables                                       
  Age -0.0018   -1.1901     -0.0031   -2.5216 **   0.0008   0.4606     0.2348 1.3823 0.0117 0.6451 
  Size 0.0019   1.4479     -0.0003   -0.3159     -0.0012   -0.9144     0.1485 2.8503 0.7521 0.3605 
  OCF 0.0299   1.0888     -0.1970   -12.9108 ***   -0.1879   -9.9502 ***   0.2770 1.7458 0.0000 0.0000 
  Lev -0.1041   -2.5719 **   0.3289   11.9272 ***   0.2608   10.2217 ***   0.0105 7.4278 0.0000 0.0000 
  pBank 0.0176   2.9683 ***   -0.0555   -13.2739 ***   -0.0487   -12.6936 ***   0.0032 9.0283 0.0000 0.0000 
  Growth -0.0015   -0.2713     0.0094   1.8128 *   0.0068   1.1174     0.7863 1.2037 0.0699 0.2638 
  MB -0.0008   -0.9202     -0.0010   -1.5865     0.0003   0.3646     0.3581 1.2349 0.1126 0.7154 
  AbsTA 0.1669   4.3710 ***   0.1582   9.2515 ***   -0.0740   -2.7844 ***   0.0000 1.6227 0.0000 0.0054 
  AC -0.0083   -2.4250 **   -0.0027   -0.8667     0.0093   2.2295 **   0.0158 1.6149 0.3861 0.0258 
  Lag 0.0142   3.3379 ***   0.0042   1.0639     -0.0173   -3.0059 ***   0.0009 1.4166 0.2874 0.0026 
  Busy -0.0013   -0.3459     -0.0059   -1.6196     -0.0032   -0.6408     0.7296 1.0772 0.1053 0.5217 
  Intercept 0.0497   1.2527     -0.2164   -7.3668 ***   -0.1585   -4.1237 ***   0.2111 - 0.0000 0.0000 
Adj. R2 0.3013   -   -           
Number of Obs. 1270   707   563           
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Appendix 289: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on EPTLong5 and RPTLong5 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  EPTLong5 0.0033   0.8967     0.0007   0.1932     -0.0064   -1.2951     0.3705 1.2171 0.8468 0.1953 
  RPTLong5 0.0044   1.3245     0.0036   1.1467     -0.0027   -0.5866     0.1862 1.1557 0.2515 0.5575 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5716     -0.0001   -0.2083     -0.0003   -0.9976     0.5679 1.2523 0.8350 0.3185 
  RPExp -0.0003   -1.4635     -0.0001   -0.5084     0.0002   0.5355     0.1442 1.1758 0.6112 0.5923 
  EPAbility -0.0016   -0.4237     0.0016   0.3859     -0.0015   -0.2552     0.6720 1.0488 0.6996 0.7986 
  RPAbility -0.0011   -0.2934     -0.0027   -0.8291     -0.0023   -0.5110     0.7694 1.1439 0.4070 0.6093 
  Gender 0.0024   0.5588     0.0006   0.1872     -0.0031   -0.6812     0.5766 1.0765 0.8515 0.4958 
Audit Firm-Specific Variables                                     
  Big4 0.0079   1.9216 *   0.0047   1.3246     -0.0128   -2.4850 **   0.0554 2.0319 0.1853 0.0130 
  IndExp 0.0065   1.0385     0.0108   2.0575 **   -0.0136   -1.7807 *   0.2997 1.6676 0.0396 0.0750 
  Office -0.0006   -0.7524     0.0000   0.0361     0.0006   0.6088     0.4523 2.3138 0.9712 0.5427 
Client-Specific Variables                                       
  Age -0.0018   -1.2249     -0.0029   -2.3990 **   0.0009   0.5204     0.2214 1.3759 0.0164 0.6028 
  Size 0.0019   1.4341     -0.0003   -0.3312     -0.0010   -0.8220     0.1524 2.8492 0.7405 0.4111 
  OCF 0.0306   1.1235     -0.1958   -12.8255 ***   -0.1885   -9.9953 ***   0.2620 1.7462 0.0000 0.0000 
  Lev -0.1073   -2.6646 ***   0.3232   11.6902 ***   0.2607   10.2466 ***   0.0081 7.4541 0.0000 0.0000 
  pBank 0.0180   3.0570 ***   -0.0547   -13.0691 ***   -0.0487   -12.7162 ***   0.0024 9.0430 0.0000 0.0000 
  Growth -0.0017   -0.3164     0.0102   1.9681 **   0.0075   1.2333     0.7519 1.2006 0.0491 0.2175 
  MB -0.0008   -0.9246     -0.0010   -1.5423     0.0003   0.3640     0.3558 1.2329 0.1230 0.7159 
  AbsTA 0.1655   4.3571 ***   0.1562   9.1347 ***   -0.0743   -2.8002 ***   0.0000 1.6234 0.0000 0.0051 
  AC -0.0081   -2.3362 **   -0.0026   -0.8441     0.0090   2.1494 **   0.0200 1.6167 0.3986 0.0316 
  Lag 0.0144   3.3954 ***   0.0047   1.1867     -0.0172   -2.9753 ***   0.0008 1.4181 0.2353 0.0029 
  Busy -0.0015   -0.4053     -0.0058   -1.6066     -0.0034   -0.6659     0.6855 1.0763 0.1082 0.5055 
  Intercept 0.0499   1.2791     -0.2134   -7.2829 ***   -0.1574   -4.1049 ***   0.2017 - 0.0000 0.0000 
Adj. R2 0.3035   -   -           
Number of Obs. 1270   707   563           

 

  



 CCCXXXII 

Appendix 290: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on Team 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  Team -0.0002   -0.2058     -0.0010   -0.9804     -0.0007   -0.4922     0.8371 1.1060 0.3269 0.6226 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   0.0042     0.0001   0.6728     0.0001   0.3763     0.9966 1.2755 0.5011 0.7067 
  TeamAbility -0.0019   -0.6027     -0.0001   -0.0332     -0.0021   -0.5298     0.5471 1.0995 0.9735 0.5963 
  Gender -0.0009   -0.2164     0.0016   0.4641     0.0018   0.3815     0.8288 1.0777 0.6426 0.7028 
Audit Firm-Specific Variables                   
  Big4 0.0050   1.1304     0.0056   1.5021     -0.0034   -0.6318     0.2590 2.0105 0.1331 0.5275 
  IndExp 0.0028   0.4286     0.0126   2.2390 **   -0.0044   -0.5633     0.6685 1.6705 0.0252 0.5733 
 Office -0.0005   -0.5977     -0.0001   -0.0945     0.0006   0.6171     0.5504 2.3100 0.9247 0.5371 

Client-Specific Variables                   
  Age -0.0007   -0.5032     -0.0023   -1.7400 *   -0.0020   -1.1411     0.6151 1.3705 0.0819 0.2538 
  Size 0.0014   1.0410     0.0001   0.0858     -0.0001   -0.0857     0.2986 2.8177 0.9316 0.9317 
 OCF 0.0433   1.5453     -0.2275   -13.1918 ***   -0.1801   -9.3905 ***   0.1232 1.7429 0.0000 0.0000 

  Lev -0.0997   -2.4913 **   0.3487   13.2617 ***   0.2855   10.8345 ***   0.0132 7.3903 0.0000 0.0000 
  pBank 0.0171   3.0172 ***   -0.0607   -14.7794 ***   -0.0501   -12.6001 ***   0.0027 8.9850 0.0000 0.0000 
  Growth -0.0028   -0.4948     -0.0017   -0.3271     -0.0029   -0.4350     0.6210 1.1990 0.7436 0.6636 
  MB -0.0017   -1.7835 *   -0.0015   -2.0922 **   0.0005   0.6214     0.0753 1.2292 0.0364 0.5344 
  AbsTA 0.1810   4.4668 ***   0.1929   10.7660 ***   -0.0856   -3.0566 ***   0.0000 1.6173 0.0000 0.0022 
  AC -0.0090   -2.4946 **   -0.0044   -1.3018     0.0092   2.2057 **   0.0131 1.6014 0.1930 0.0274 
  Lag 0.0141   3.0963 ***   0.0059   1.4041     -0.0094   -1.6060     0.0021 1.3948 0.1603 0.1083 
  Busy -0.0005   -0.1303     -0.0021   -0.5555     -0.0052   -0.9972     0.8964 1.0710 0.5786 0.3187 
  Intercept 0.0465   1.1812     -0.2512   -8.3012 ***   -0.2067   -5.3044 ***   0.2383 - 0.0000 0.0000 
Adj. R2 0.2918   -   -           
Number of Obs. 1270   701   569           
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Appendix 291: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on TeamShort 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  TeamShort -0.0010   -0.2791     0.0021   0.6293     0.0021   0.4213     0.7803 1.0722 0.5292 0.6736 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.0786     0.0001   0.5496     0.0001   0.3504     0.9374 1.2445 0.5826 0.7260 
  TeamAbility -0.0019   -0.6106     -0.0002   -0.0693     -0.0022   -0.5391     0.5419 1.0985 0.9448 0.5898 
  Gender -0.0009   -0.1986     0.0018   0.5229     0.0018   0.3832     0.8427 1.0767 0.6010 0.7016 
Audit Firm-Specific Variables                   
  Big4 0.0050   1.1366     0.0057   1.5094     -0.0032   -0.6072     0.2565 2.0092 0.1312 0.5437 
  IndExp 0.0028   0.4209     0.0127   2.2475 **   -0.0043   -0.5439     0.6741 1.6724 0.0246 0.5865 
 Office -0.0005   -0.5784     -0.0001   -0.0973     0.0006   0.6305     0.5633 2.3093 0.9225 0.5284 

Client-Specific Variables                   
  Age -0.0007   -0.5033     -0.0023   -1.7297 *   -0.0020   -1.1143     0.6151 1.3701 0.0837 0.2651 
  Size 0.0014   1.0465     0.0001   0.1130     -0.0001   -0.0802     0.2960 2.8167 0.9100 0.9361 
 OCF 0.0433   1.5478     -0.2276   -13.1921 ***   -0.1803   -9.4084 ***   0.1225 1.7430 0.0000 0.0000 

  Lev -0.1003   -2.5012 **   0.3489   13.2470 ***   0.2854   10.8288 ***   0.0128 7.3967 0.0000 0.0000 
  pBank 0.0172   3.0280 ***   -0.0607   -14.7706 ***   -0.0500   -12.5930 ***   0.0026 8.9917 0.0000 0.0000 
  Growth -0.0028   -0.4861     -0.0015   -0.2958     -0.0030   -0.4379     0.6272 1.1985 0.7673 0.6615 
  MB -0.0017   -1.7818 *   -0.0014   -2.0756 **   0.0005   0.6412     0.0756 1.2286 0.0379 0.5214 
  AbsTA 0.1807   4.4593 ***   0.1925   10.7415 ***   -0.0859   -3.0681 ***   0.0000 1.6163 0.0000 0.0022 
  AC -0.0090   -2.4800 **   -0.0043   -1.2766     0.0092   2.1880 **   0.0136 1.6017 0.2017 0.0287 
  Lag 0.0141   3.0976 ***   0.0061   1.4646     -0.0095   -1.6189     0.0021 1.3938 0.1430 0.1055 
  Busy -0.0005   -0.1364     -0.0020   -0.5325     -0.0053   -1.0100     0.8916 1.0710 0.5944 0.3125 
  Intercept 0.0471   1.1779     -0.2565   -8.5126 ***   -0.2097   -5.3112 ***   0.2396 - 0.0000 0.0000 
Adj. R2 0.2918   -   -           
Number of Obs. 1270   701   569           
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Appendix 292: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on TeamLong 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  TeamLong 0.0008   0.1060     -0.0044   -0.5578     0.0097   0.8471     0.9156 1.0547 0.5770 0.3970 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.0491     0.0001   0.5352     0.0000   0.1768     0.9609 1.2267 0.5925 0.8596 
  TeamAbility -0.0019   -0.6078     -0.0003   -0.0973     -0.0023   -0.5652     0.5437 1.0985 0.9225 0.5719 
  Gender -0.0009   -0.2095     0.0020   0.5709     0.0016   0.3410     0.8342 1.0744 0.5681 0.7331 
Audit Firm-Specific Variables                   
  Big4 0.0050   1.1458     0.0056   1.5005     -0.0027   -0.4951     0.2526 2.0169 0.1335 0.6205 
  IndExp 0.0028   0.4300     0.0125   2.2158 **   -0.0043   -0.5454     0.6674 1.6707 0.0267 0.5855 
 Office -0.0005   -0.5863     -0.0001   -0.0838     0.0006   0.6603     0.5581 2.3050 0.9332 0.5090 

Client-Specific Variables                   
  Age -0.0007   -0.5002     -0.0023   -1.7297 *   -0.0021   -1.1725     0.6172 1.3708 0.0837 0.2410 
  Size 0.0014   1.0458     0.0001   0.1261     -0.0001   -0.0738     0.2963 2.8169 0.8997 0.9412 
 OCF 0.0433   1.5468     -0.2279   -13.1895 ***   -0.1821   -9.4640 ***   0.1228 1.7430 0.0000 0.0000 

  Lev -0.1000   -2.5049 **   0.3487   13.2431 ***   0.2853   10.8337 ***   0.0127 7.3780 0.0000 0.0000 
  pBank 0.0172   3.0331 ***   -0.0607   -14.7665 ***   -0.0500   -12.6012 ***   0.0026 8.9662 0.0000 0.0000 
  Growth -0.0028   -0.4893     -0.0015   -0.2910     -0.0030   -0.4445     0.6249 1.1983 0.7711 0.6567 
  MB -0.0017   -1.7836 *   -0.0014   -2.0769 **   0.0005   0.6050     0.0753 1.2288 0.0378 0.5452 
  AbsTA 0.1808   4.4726 ***   0.1924   10.7372 ***   -0.0860   -3.0738 ***   0.0000 1.6148 0.0000 0.0021 
  AC -0.0090   -2.4783 **   -0.0044   -1.2960     0.0093   2.2116 **   0.0137 1.6005 0.1950 0.0270 
  Lag 0.0141   3.0999 ***   0.0061   1.4551     -0.0097   -1.6540 *   0.0021 1.3940 0.1456 0.0981 
  Busy -0.0005   -0.1310     -0.0020   -0.5319     -0.0052   -1.0012     0.8959 1.0716 0.5948 0.3167 
  Intercept 0.0460   1.1656     -0.2547   -8.4783 ***   -0.2065   -5.3020 ***   0.2445 - 0.0000 0.0000 
Adj. R2 0.2918   -   -           
Number of Obs. 1270   701   569           
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Appendix 293: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on TeamShort2 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  TeamShort2 0.0017   0.6453     0.0030   1.0803     0.0014   0.3729     0.5191 1.0834 0.2800 0.7092 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   0.0730     0.0001   0.6603     0.0001   0.3443     0.9418 1.2603 0.5090 0.7306 
  TeamAbility -0.0019   -0.5893     -0.0001   -0.0262     -0.0021   -0.5328     0.5560 1.0996 0.9791 0.5942 
  Gender -0.0010   -0.2342     0.0016   0.4626     0.0017   0.3683     0.8149 1.0779 0.6437 0.7127 
Audit Firm-Specific Variables                   
  Big4 0.0050   1.1336     0.0057   1.5215     -0.0033   -0.6162     0.2577 2.0092 0.1281 0.5377 
  IndExp 0.0028   0.4275     0.0126   2.2329 **   -0.0044   -0.5564     0.6693 1.6705 0.0256 0.5779 
 Office -0.0005   -0.6105     -0.0001   -0.0782     0.0006   0.6230     0.5419 2.3080 0.9376 0.5333 

Client-Specific Variables                   
  Age -0.0007   -0.5085     -0.0023   -1.7137 *   -0.0020   -1.1590     0.6114 1.3706 0.0866 0.2465 
  Size 0.0014   1.0313     0.0001   0.0783     -0.0001   -0.0909     0.3031 2.8189 0.9376 0.9276 
 OCF 0.0433   1.5433     -0.2274   -13.1875 ***   -0.1802   -9.3979 ***   0.1236 1.7429 0.0000 0.0000 

  Lev -0.0994   -2.4834 **   0.3481   13.2453 ***   0.2856   10.8333 ***   0.0135 7.3825 0.0000 0.0000 
  pBank 0.0171   3.0057 ***   -0.0606   -14.7661 ***   -0.0501   -12.5951 ***   0.0028 8.9781 0.0000 0.0000 
  Growth -0.0030   -0.5135     -0.0017   -0.3371     -0.0031   -0.4500     0.6079 1.2008 0.7360 0.6527 
  MB -0.0017   -1.7848 *   -0.0014   -2.0694 **   0.0005   0.6214     0.0751 1.2286 0.0385 0.5343 
  AbsTA 0.1812   4.4755 ***   0.1925   10.7580 ***   -0.0856   -3.0588 ***   0.0000 1.6154 0.0000 0.0022 
  AC -0.0090   -2.4900 **   -0.0044   -1.2993     0.0093   2.2188 **   0.0132 1.6003 0.1938 0.0265 
  Lag 0.0140   3.0848 ***   0.0059   1.3967     -0.0094   -1.6075     0.0022 1.3946 0.1625 0.1079 
  Busy -0.0004   -0.1134     -0.0021   -0.5549     -0.0052   -0.9915     0.9098 1.0717 0.5790 0.3214 
  Intercept 0.0449   1.1271     -0.2548   -8.4877 ***   -0.2088   -5.3179 ***   0.2604 - 0.0000 0.0000 
Adj. R2 0.2920   -   -           
Number of Obs. 1270   701   569           
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Appendix 294: Discretionay Accruals Sensitivity Analysis at Audit Partner Level: |DA|, DA+ and DA- on TeamLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variable                                       
  TeamLong5 0.0043   0.8235     -0.0018   -0.3657     -0.0074   -1.0514     0.4108 1.0884 0.7146 0.2931 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.1670     0.0001   0.5270     0.0001   0.4182     0.8674 1.2462 0.5982 0.6758 
  TeamAbility -0.0020   -0.6195     -0.0002   -0.0808     -0.0021   -0.5153     0.5360 1.0986 0.9356 0.6064 
  Gender -0.0008   -0.1861     0.0019   0.5515     0.0019   0.4080     0.8524 1.0756 0.5813 0.6833 
Audit Firm-Specific Variables                   
  Big4 0.0051   1.1499     0.0057   1.5170     -0.0036   -0.6726     0.2509 2.0099 0.1293 0.5012 
  IndExp 0.0026   0.3998     0.0126   2.2284 **   -0.0040   -0.5056     0.6895 1.6729 0.0259 0.6131 
 Office -0.0004   -0.5572     -0.0001   -0.0944     0.0006   0.6265     0.5777 2.3082 0.9248 0.5310 

Client-Specific Variables                   
  Age -0.0007   -0.4974     -0.0023   -1.7185 *   -0.0019   -1.0702     0.6192 1.3703 0.0857 0.2845 
  Size 0.0014   1.0398     0.0001   0.1319     -0.0001   -0.0644     0.2992 2.8175 0.8951 0.9487 
 OCF 0.0431   1.5482     -0.2275   -13.1820 ***   -0.1795   -9.3681 ***   0.1225 1.7431 0.0000 0.0000 

  Lev -0.1006   -2.5233 **   0.3485   13.2273 ***   0.2847   10.8123 ***   0.0121 7.3826 0.0000 0.0000 
  pBank 0.0172   3.0520 ***   -0.0607   -14.7564 ***   -0.0500   -12.5896 ***   0.0024 8.9714 0.0000 0.0000 
  Growth -0.0029   -0.5118     -0.0013   -0.2668     -0.0027   -0.4058     0.6091 1.1990 0.7896 0.6849 
  MB -0.0017   -1.7790 *   -0.0014   -2.0624 **   0.0005   0.6249     0.0761 1.2289 0.0392 0.5320 
  AbsTA 0.1801   4.4561 ***   0.1923   10.7253 ***   -0.0852   -3.0470 ***   0.0000 1.6185 0.0000 0.0023 
  AC -0.0088   -2.4461 **   -0.0044   -1.2938     0.0091   2.1657 **   0.0149 1.6048 0.1957 0.0303 
  Lag 0.0141   3.0973 ***   0.0062   1.4798     -0.0094   -1.6095     0.0021 1.3936 0.1389 0.1075 
  Busy -0.0004   -0.1204     -0.0020   -0.5304     -0.0054   -1.0397     0.9042 1.0711 0.5959 0.2985 
  Intercept 0.0464   1.1773     -0.2549   -8.4855 ***   -0.2082   -5.3449 ***   0.2399 - 0.0000 0.0000 
Adj. R2 0.2923   -   -           
Number of Obs. 1270   701   569           
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Appendix 295: Discretionary Accruals Moderator Analyses at Audit Partner Level: |DA|, DA+ and DA- on EPT*Moderator and RPT*Moderator 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   Wald     Coeff.   Wald     Coeff.   Wald     p-Value p-Value p-Value                   
Moderator: Audit Firm Size                                     
  EPT*Big4 0.0016   1.1742     0.0024   1.5930     -0.0035   -1.5599     0.2411 0.1112 0.1188 
  RPT*Big4 0.0016   0.7864     0.0012   0.7962     -0.0020   -0.8747     0.4321 0.4259 0.3817 
Moderator: Industry Expertise                                     
  EPT*IndExpD 0.0015   -0.3667     -0.0018   -1.2152     0.0012   0.5781     0.7141 0.2243 0.5632 
  RPT*IndExpD 0.0015   -1.0368     -0.0009   -0.6162     0.0017   0.7829     0.3005 0.5378 0.4337 
Moderator: Audit Office Size                                     
  EPT*OfficeD 0.0015   1.6145     0.0013   0.8475     -0.0033   -1.5911     0.1073 0.3967 0.1116 
  RPT*OfficeD 0.0014   2.7747 ***   0.0022   1.4946     -0.0048   -2.3247 **   0.0058 0.1350 0.0201 
Moderator: Client Size                                     
  EPT*SizeD 0.0016   1.7127 *   0.0031   2.0136 **   -0.0005   -0.2335     0.0876 0.0441 0.8153 
  RPT*SizeD 0.0015   0.3992     0.0002   0.1463     0.0000   0.0022     0.6900 0.8837 0.9983 
Moderator: Work Experience                                     
  EPT*EPExpD 0.0015   -0.4935     0.0003   0.1920     0.0020   0.9348     0.6220 0.8477 0.3499 
  RPT*RPExpD 0.0014   -0.0063     0.0008   0.5028     0.0015   0.6687     0.9949 0.6151 0.5037 
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Appendix 296: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FT, EPT and RPT 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FT -0.0002   -0.4792     -0.0003   -0.8305     0.0000   0.0015     0.6321 1.4507 0.4062 0.9988 
  EPT 0.0000   -0.0445     -0.0001   -0.0883     -0.0003   -0.2172     0.9645 1.3233 0.9296 0.8280 
  RPT -0.0003   -0.4390     -0.0009   -1.0672     -0.0006   -0.5109     0.6609 1.2840 0.2859 0.6094 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1364     -0.0001   -0.2913     -0.0005   -1.3185     0.2565 1.2887 0.7708 0.1873 
  RPExp -0.0002   -0.9089     0.0003   1.2043     0.0006   1.7543 *   0.3640 1.2046 0.2285 0.0794 
  EPAbility -0.0020   -0.5355     0.0023   0.4808     -0.0005   -0.0877     0.5926 1.0505 0.6306 0.9301 
  RPAbility -0.0029   -0.7610     -0.0016   -0.4373     -0.0008   -0.1674     0.4472 1.1444 0.6619 0.8671 
  Gender -0.0011   -0.2560     0.0017   0.4746     0.0024   0.5245     0.7981 1.0783 0.6351 0.5999 
Audit Firm-Specific Variables                                     
  Big4 0.0044   0.9831     0.0053   1.3946     -0.0034   -0.6255     0.3262 2.0637 0.1631 0.5316 
  IndExp 0.0030   0.4453     0.0133   2.3517 **   -0.0048   -0.6156     0.6564 1.6709 0.0187 0.5382 
  Office -0.0004   -0.5285     0.0000   -0.0654     0.0006   0.6402     0.5974 2.3361 0.9479 0.5220 
Client-Specific Variables                                       
  Age -0.0007   -0.5076     -0.0021   -1.5449     -0.0019   -1.0747     0.6120 1.4214 0.1224 0.2825 
  Size 0.0016   1.1323     0.0003   0.3039     -0.0001   -0.0906     0.2583 2.9741 0.7612 0.9278 
  OCF 0.0428   1.5146     -0.2279   -13.2424 ***   -0.1768   -9.2184 ***   0.1307 1.7486 0.0000 0.0000 
  Lev -0.0983   -2.4586 **   0.3493   13.2958 ***   0.2821   10.6998 ***   0.0144 7.4690 0.0000 0.0000 
  pBank 0.0169   2.9748 ***   -0.0607   -14.8049 ***   -0.0496   -12.4731 ***   0.0031 9.0744 0.0000 0.0000 
  Growth -0.0033   -0.5815     -0.0018   -0.3520     -0.0024   -0.3568     0.5613 1.2010 0.7248 0.7212 
  MB -0.0017   -1.7848 *   -0.0014   -1.9958 **   0.0006   0.7724     0.0751 1.2355 0.0460 0.4399 
  AbsTA 0.1820   4.4802 ***   0.1932   10.7672 ***   -0.0865   -3.0901 ***   0.0000 1.6272 0.0000 0.0020 
  AC -0.0088   -2.4368 **   -0.0043   -1.2771     0.0087   2.0646 **   0.0153 1.6176 0.2016 0.0390 
  Lag 0.0146   3.1838 ***   0.0052   1.2355     -0.0107   -1.8161 *   0.0016 1.4189 0.2166 0.0694 
  Busy -0.0001   -0.0212     -0.0023   -0.5966     -0.0055   -1.0507     0.9831 1.0780 0.5508 0.2934 
  Y2008 0.0057   1.4875     0.0123   2.8410 ***   0.0031   0.5094     0.9831 1.6691 0.0045 0.6105 
  Y2009 0.0073   1.8394 *   0.0148   3.3869 ***   0.0013   0.2139     0.0667 1.7671 0.0007 0.8306 
  Intercept 0.0436   1.0950     -0.2505   -8.2686 ***   -0.2027   -5.2092 ***   0.2743 - 0.0000 0.0000 
Adj. R2 0.2915   -   -           
Number of Obs. 1270   701   569           
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Appendix 297: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FTShort, EPTShort and RPTShort 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort 0.0012   0.3019     0.0007   0.1900     -0.0001   -0.0116     0.7629 1.5786 0.8493 0.9908 
  EPTShort -0.0001   -0.0443     0.0009   0.2789     0.0011   0.2405     0.9647 1.4185 0.7803 0.8100 
  RPTShort -0.0002   -0.0684     0.0032   0.9911     0.0035   0.8067     0.9455 1.4112 0.3216 0.4199 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.0864     -0.0001   -0.2948     -0.0005   -1.3156     0.2780 1.2672 0.7681 0.1883 
  RPExp -0.0002   -0.9774     0.0003   1.1977     0.0006   1.7727 *   0.3290 1.1789 0.2310 0.0763 
  EPAbility -0.0019   -0.5060     0.0024   0.5037     -0.0006   -0.1098     0.6132 1.0484 0.6145 0.9125 
  RPAbility -0.0030   -0.7812     -0.0015   -0.4327     -0.0008   -0.1680     0.4352 1.1467 0.6652 0.8666 
  Gender -0.0011   -0.2567     0.0018   0.5166     0.0023   0.5039     0.7976 1.0779 0.6055 0.6143 
Audit Firm-Specific Variables                                     
  Big4 0.0045   1.0297     0.0054   1.4317     -0.0032   -0.6014     0.3038 2.0488 0.1522 0.5476 
  IndExp 0.0029   0.4356     0.0132   2.3359 **   -0.0048   -0.6121     0.6634 1.6703 0.0195 0.5405 
  Office -0.0004   -0.5317     -0.0001   -0.1559     0.0006   0.6209     0.5953 2.3362 0.8761 0.5347 
Client-Specific Variables                                       
  Age -0.0008   -0.5318     -0.0022   -1.6430     -0.0019   -1.0953     0.5952 1.3966 0.1004 0.2734 
  Size 0.0015   1.1183     0.0002   0.1741     -0.0001   -0.0772     0.2642 2.8877 0.8618 0.9385 
  OCF 0.0426   1.5087     -0.2287   -13.2815 ***   -0.1764   -9.1981 ***   0.1323 1.7469 0.0000 0.0000 
  Lev -0.0989   -2.4782 **   0.3504   13.3106 ***   0.2827   10.7342 ***   0.0137 7.4750 0.0000 0.0000 
  pBank 0.0170   2.9973 ***   -0.0610   -14.8373 ***   -0.0496   -12.5049 ***   0.0029 9.0785 0.0000 0.0000 
  Growth -0.0032   -0.5713     -0.0013   -0.2642     -0.0025   -0.3729     0.5682 1.2006 0.7916 0.7092 
  MB -0.0017   -1.7800 *   -0.0014   -2.0416 **   0.0007   0.7891     0.0759 1.2340 0.0412 0.4301 
  AbsTA 0.1817   4.4730 ***   0.1931   10.7731 ***   -0.0865   -3.0999 ***   0.0000 1.6237 0.0000 0.0019 
  AC -0.0089   -2.4537 **   -0.0046   -1.3420     0.0087   2.0634 **   0.0146 1.6144 0.1796 0.0391 
  Lag 0.0147   3.1785 ***   0.0052   1.2368     -0.0107   -1.8124 *   0.0016 1.4200 0.2162 0.0699 
  Busy -0.0002   -0.0522     -0.0023   -0.6112     -0.0054   -1.0253     0.9584 1.0767 0.5411 0.3052 
  Intercept 0.0423   1.0369     -0.2567   -8.5012 ***   -0.2088   -5.3154 ***   0.3005 - 0.0000 0.0000 
Adj. R2 0.2912   -   -           
Number of Obs. 1270   701   569           
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Appendix 298: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FTLong, EPTLong and RPTLong 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong -0.0013   -0.3313     -0.0068   -1.6138     -0.0042   -0.7660     0.7406 1.2506 0.1066 0.4437 
  EPTLong -0.0030   -0.6770     -0.0044   -0.9592     0.0006   0.0908     0.4988 1.1310 0.3375 0.9277 
  RPTLong -0.0006   -0.1472     -0.0024   -0.5605     0.0014   0.2134     0.8831 1.1064 0.5752 0.8310 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.2610     0.0000   -0.0989     -0.0005   -1.3777     0.2081 1.2369 0.9212 0.1683 
  RPExp -0.0002   -0.9779     0.0002   0.9365     0.0005   1.6411     0.3288 1.1738 0.3490 0.1008 
  EPAbility -0.0020   -0.5321     0.0020   0.4180     -0.0004   -0.0714     0.5950 1.0491 0.6760 0.9431 
  RPAbility -0.0030   -0.7862     -0.0018   -0.5066     -0.0009   -0.1961     0.4323 1.1427 0.6124 0.8445 
  Gender -0.0011   -0.2431     0.0020   0.5785     0.0025   0.5471     0.8081 1.0783 0.5629 0.5843 
Audit Firm-Specific Variables                                     
  Big4 0.0044   0.9876     0.0051   1.3465     -0.0034   -0.6288     0.3240 2.0478 0.1781 0.5295 
  IndExp 0.0028   0.4220     0.0131   2.3387 **   -0.0047   -0.5953     0.6733 1.6679 0.0194 0.5516 
  Office -0.0005   -0.5541     0.0000   -0.0400     0.0006   0.6400     0.5799 2.3062 0.9681 0.5222 
Client-Specific Variables                                       
  Age -0.0008   -0.5310     -0.0020   -1.5269     -0.0018   -1.0134     0.5957 1.3860 0.1268 0.3109 
  Size 0.0016   1.1150     0.0005   0.4936     0.0001   0.0493     0.2656 2.9910 0.6216 0.9607 
  OCF 0.0422   1.4918     -0.2289   -13.3072 ***   -0.1766   -9.2176 ***   0.1366 1.7467 0.0000 0.0000 
  Lev -0.0985   -2.4590 **   0.3491   13.2892 ***   0.2805   10.6593 ***   0.0144 7.4308 0.0000 0.0000 
  pBank 0.0169   2.9714 ***   -0.0608   -14.8387 ***   -0.0494   -12.4385 ***   0.0032 9.0203 0.0000 0.0000 
  Growth -0.0032   -0.5657     -0.0016   -0.3182     -0.0027   -0.3926     0.5719 1.2000 0.7503 0.6946 
  MB -0.0017   -1.7839 *   -0.0014   -2.0352 **   0.0006   0.7550     0.0753 1.2330 0.0418 0.4502 
  AbsTA 0.1821   4.4963 ***   0.1929   10.7901 ***   -0.0855   -3.0608 ***   0.0000 1.6195 0.0000 0.0022 
  AC -0.0088   -2.4442 **   -0.0040   -1.1600     0.0089   2.1119 **   0.0150 1.6238 0.2461 0.0347 
  Lag 0.0147   3.2128 ***   0.0057   1.3535     -0.0107   -1.8108 *   0.0014 1.4207 0.1759 0.0702 
  Busy -0.0002   -0.0446     -0.0022   -0.5835     -0.0057   -1.0971     0.9645 1.0764 0.5596 0.2726 
  Intercept 0.0421   1.0476     -0.2585   -8.5825 ***   -0.2054   -5.2686 ***   0.2955 - 0.0000 0.0000 
Adj. R2 0.2915   -   -           
Number of Obs. 1270   701   569           
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Appendix 299: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FTShort2, EPT Short2 and RPT Short2 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort2 0.0035   0.8143     -0.0016   -0.4000     -0.0114   -2.1225 **   0.4160 1.6885 0.6892 0.0338 
  EPTShort2 -0.0004   -0.1332     0.0005   0.1493     0.0019   0.4726     0.8941 1.4879 0.8813 0.6365 
  RPTShort2 0.0010   0.3559     0.0046   1.4542     0.0066   1.6191     0.7221 1.5194 0.1459 0.1054 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1213     -0.0001   -0.3064     -0.0004   -1.3073     0.2629 1.2610 0.7593 0.1911 
  RPExp -0.0002   -0.8807     0.0003   1.2998     0.0005   1.7484 *   0.3791 1.1730 0.1937 0.0804 
  EPAbility -0.0020   -0.5309     0.0023   0.4840     0.0007   0.1258     0.5958 1.0490 0.6284 0.8999 
  RPAbility -0.0029   -0.7676     -0.0014   -0.4006     -0.0002   -0.0399     0.4433 1.1466 0.6888 0.9681 
  Gender -0.0010   -0.2388     0.0015   0.4229     0.0021   0.4593     0.8114 1.0815 0.6724 0.6461 
Audit Firm-Specific Variables                                     
  Big4 0.0044   0.9906     0.0057   1.5014     -0.0022   -0.4177     0.3225 2.0437 0.1333 0.6762 
  IndExp 0.0031   0.4632     0.0130   2.3059 **   -0.0061   -0.7754     0.6435 1.6718 0.0211 0.4381 
  Office -0.0004   -0.5355     -0.0001   -0.0856     0.0003   0.3634     0.5927 2.3165 0.9318 0.7163 
Client-Specific Variables                                       
  Age -0.0008   -0.5584     -0.0023   -1.7479 *   -0.0023   -1.2887     0.5769 1.3877 0.0805 0.1975 
  Size 0.0016   1.1444     0.0000   0.0231     -0.0004   -0.3199     0.2532 2.8897 0.9815 0.7490 
  OCF 0.0431   1.5232     -0.2276   -13.2191 ***   -0.1774   -9.2896 ***   0.1286 1.7476 0.0000 0.0000 
  Lev -0.0985   -2.4638 **   0.3477   13.2293 ***   0.2835   10.7826 ***   0.0142 7.4402 0.0000 0.0000 
  pBank 0.0169   2.9806 ***   -0.0606   -14.7812 ***   -0.0499   -12.5860 ***   0.0031 9.0465 0.0000 0.0000 
  Growth -0.0035   -0.6172     -0.0016   -0.3067     -0.0031   -0.4657     0.5375 1.2039 0.7591 0.6415 
  MB -0.0017   -1.8022 *   -0.0014   -1.9972 **   0.0007   0.8299     0.0723 1.2354 0.0458 0.4066 
  AbsTA 0.1819   4.5026 ***   0.1921   10.7335 ***   -0.0869   -3.1257 ***   0.0000 1.6227 0.0000 0.0018 
  AC -0.0088   -2.4232 **   -0.0044   -1.2953     0.0094   2.2411 **   0.0159 1.6149 0.1952 0.0250 
  Lag 0.0146   3.1718 ***   0.0051   1.2003     -0.0104   -1.7668 *   0.0016 1.4168 0.2300 0.0773 
  Busy -0.0001   -0.0281     -0.0024   -0.6332     -0.0053   -1.0062     0.9776 1.0773 0.5266 0.3143 
  Intercept 0.0408   1.0040     -0.2522   -8.3805 ***   -0.2021   -5.1742 ***   0.3160 - 0.0000 0.0000 
Adj. R2 0.2922   -   -           
Number of Obs. 1270   701   569           
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Appendix 300: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FTLong7, EPTLong5 and RPTLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong7 -0.0021   -0.6439     -0.0033   -1.1507     0.0005   0.1249     0.5200 1.2356 0.2498 0.9006 
  EPTLong5 0.0017   0.4885     0.0001   0.0345     -0.0037   -0.7355     0.6255 1.2282 0.9725 0.4620 
  RPTLong5 0.0034   1.0070     -0.0011   -0.3389     -0.0058   -1.2032     0.3146 1.1780 0.7347 0.2289 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.9328     -0.0001   -0.3787     -0.0004   -1.2828     0.3516 1.2537 0.7049 0.1996 
  RPExp -0.0003   -1.1640     0.0002   1.0152     0.0006   1.8387 *   0.2452 1.1827 0.3100 0.0660 
  EPAbility -0.0019   -0.5088     0.0022   0.4686     -0.0009   -0.1667     0.6112 1.0509 0.6394 0.8676 
  RPAbility -0.0030   -0.7999     -0.0018   -0.4957     -0.0007   -0.1575     0.4243 1.1439 0.6201 0.8749 
  Gender -0.0011   -0.2602     0.0018   0.5265     0.0025   0.5409     0.7949 1.0769 0.5985 0.5886 
Audit Firm-Specific Variables                                     
  Big4 0.0044   0.9911     0.0052   1.3755     -0.0037   -0.6969     0.3223 2.0612 0.1690 0.4859 
  IndExp 0.0027   0.4163     0.0131   2.3206 **   -0.0045   -0.5785     0.6775 1.6690 0.0203 0.5630 
  Office -0.0004   -0.4398     0.0000   0.0031     0.0006   0.6611     0.6604 2.3452 0.9975 0.5086 
Client-Specific Variables                                       
  Age -0.0007   -0.4500     -0.0019   -1.4104     -0.0018   -0.9999     0.6530 1.4254 0.1584 0.3173 
  Size 0.0016   1.1325     0.0003   0.2728     -0.0001   -0.0814     0.2582 2.8882 0.7850 0.9351 
  OCF 0.0435   1.5530     -0.2280   -13.2281 ***   -0.1771   -9.2454 ***   0.1213 1.7507 0.0000 0.0000 
  Lev -0.1015   -2.5396 **   0.3494   13.2300 ***   0.2820   10.7380 ***   0.0115 7.4648 0.0000 0.0000 
  pBank 0.0173   3.0607 ***   -0.0607   -14.7576 ***   -0.0495   -12.5019 ***   0.0024 9.0666 0.0000 0.0000 
  Growth -0.0033   -0.5918     -0.0013   -0.2575     -0.0019   -0.2752     0.5544 1.2007 0.7968 0.7832 
  MB -0.0017   -1.7887 *   -0.0014   -1.9724 **   0.0006   0.7694     0.0745 1.2329 0.0486 0.4417 
  AbsTA 0.1809   4.4597 ***   0.1928   10.7390 ***   -0.0875   -3.1361 ***   0.0000 1.6240 0.0000 0.0017 
  AC -0.0086   -2.3831 **   -0.0044   -1.2908     0.0083   1.9708 **   0.0177 1.6178 0.1968 0.0487 
  Lag 0.0148   3.2193 ***   0.0056   1.3141     -0.0108   -1.8326 *   0.0014 1.4207 0.1888 0.0669 
  Busy -0.0003   -0.0871     -0.0021   -0.5547     -0.0052   -0.9960     0.9306 1.0768 0.5791 0.3193 
  Intercept 0.0430   1.0749     -0.2556   -8.4990 ***   -0.2039   -5.2522 ***   0.2831 - 0.0000 0.0000 
Adj. R2 0.2922   -   -           
Number of Obs. 1270   701   569           
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Appendix 301: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FTLong8, EPTLong5 and RPTLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong8 -0.0006   -0.1967     -0.0013   -0.4247     -0.0003   -0.0824     0.8442 1.2503 0.6710 0.9344 
  EPTLong5 0.0015   0.4265     -0.0002   -0.0648     -0.0036   -0.7223     0.6700 1.2206 0.9483 0.4701 
  RPTLong5 0.0031   0.9328     -0.0016   -0.4755     -0.0057   -1.1913     0.3515 1.1654 0.6344 0.2335 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.9493     -0.0001   -0.3413     -0.0004   -1.2855     0.3431 1.2525 0.7329 0.1986 
  RPExp -0.0003   -1.1280     0.0002   1.0529     0.0006   1.8287 *   0.2601 1.1844 0.2924 0.0674 
  EPAbility -0.0018   -0.4837     0.0023   0.4935     -0.0011   -0.1860     0.6289 1.0517 0.6216 0.8524 
  RPAbility -0.0030   -0.8034     -0.0017   -0.4800     -0.0007   -0.1540     0.4222 1.1439 0.6312 0.8776 
  Gender -0.0012   -0.2701     0.0018   0.5170     0.0025   0.5488     0.7872 1.0766 0.6052 0.5831 
Audit Firm-Specific Variables                                     
  Big4 0.0047   1.0442     0.0055   1.4513     -0.0039   -0.7245     0.2971 2.0590 0.1467 0.4687 
  IndExp 0.0027   0.4026     0.0130   2.3047 **   -0.0045   -0.5732     0.6875 1.6688 0.0212 0.5665 
  Office -0.0004   -0.4915     -0.0001   -0.0829     0.0006   0.6801     0.6234 2.3472 0.9339 0.4964 
Client-Specific Variables                                       
  Age -0.0008   -0.5433     -0.0021   -1.5757     -0.0017   -0.9530     0.5873 1.4252 0.1151 0.3406 
  Size 0.0015   1.0872     0.0002   0.2088     -0.0001   -0.0540     0.2777 2.9032 0.8346 0.9569 
  OCF 0.0431   1.5418     -0.2282   -13.2154 ***   -0.1768   -9.2103 ***   0.1240 1.7546 0.0000 0.0000 
  Lev -0.1012   -2.5317 **   0.3495   13.2114 ***   0.2818   10.7192 ***   0.0118 7.4834 0.0000 0.0000 
  pBank 0.0173   3.0443 ***   -0.0608   -14.7492 ***   -0.0495   -12.4803 ***   0.0025 9.0926 0.0000 0.0000 
  Growth -0.0033   -0.5875     -0.0011   -0.2156     -0.0018   -0.2687     0.5572 1.2007 0.8293 0.7882 
  MB -0.0017   -1.7857 *   -0.0014   -1.9850 **   0.0006   0.7614     0.0750 1.2329 0.0471 0.4464 
  AbsTA 0.1807   4.4622 ***   0.1922   10.7004 ***   -0.0872   -3.1273 ***   0.0000 1.6234 0.0000 0.0018 
  AC -0.0086   -2.3903 **   -0.0045   -1.3048     0.0083   1.9729 **   0.0173 1.6208 0.1920 0.0485 
  Lag 0.0150   3.2369 ***   0.0056   1.3131     -0.0109   -1.8506 *   0.0013 1.4188 0.1891 0.0642 
  Busy -0.0004   -0.0975     -0.0022   -0.5917     -0.0052   -0.9986     0.9224 1.0768 0.5541 0.3180 
  Intercept 0.0431   1.0740     -0.2546   -8.4594 ***   -0.2040   -5.2527 ***   0.2835 - 0.0000 0.0000 
Adj. R2 0.2919   -   -           
Number of Obs. 1270   701   569           
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Appendix 302: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FTLong9, EPTLong5 and RPTLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong9 -0.0003   -0.0814     -0.0042   -1.3230     -0.0058   -1.3453     0.9352 1.2709 0.1858 0.1785 
  EPTLong5 0.0015   0.4197     0.0000   -0.0113     -0.0035   -0.7005     0.6750 1.2195 0.9910 0.4836 
  RPTLong5 0.0031   0.9195     -0.0013   -0.3957     -0.0053   -1.1019     0.3585 1.1648 0.6923 0.2705 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.9506     -0.0001   -0.3364     -0.0004   -1.2282     0.3424 1.2526 0.7366 0.2194 
  RPExp -0.0003   -1.1143     0.0002   0.9947     0.0006   1.8202 *   0.2659 1.1792 0.3199 0.0687 
  EPAbility -0.0018   -0.4726     0.0024   0.5164     -0.0018   -0.3208     0.6368 1.0500 0.6056 0.7483 
  RPAbility -0.0030   -0.8036     -0.0017   -0.4898     -0.0007   -0.1629     0.4222 1.1440 0.6243 0.8706 
  Gender -0.0012   -0.2707     0.0016   0.4707     0.0028   0.6119     0.7868 1.0766 0.6379 0.5406 
Audit Firm-Specific Variables                                     
  Big4 0.0048   1.0598     0.0053   1.4068     -0.0048   -0.8882     0.2900 2.0518 0.1595 0.3744 
  IndExp 0.0026   0.3991     0.0132   2.3493 **   -0.0044   -0.5676     0.6901 1.6688 0.0188 0.5703 
  Office -0.0004   -0.5082     0.0000   0.0034     0.0007   0.7475     0.6116 2.3319 0.9973 0.4547 
Client-Specific Variables                                       
  Age -0.0008   -0.5793     -0.0020   -1.4819     -0.0013   -0.7484     0.5628 1.4055 0.1384 0.4542 
  Size 0.0015   1.0682     0.0004   0.3712     0.0002   0.1913     0.2861 2.9433 0.7105 0.8483 
  OCF 0.0430   1.5347     -0.2281   -13.2353 ***   -0.1755   -9.1826 ***   0.1257 1.7493 0.0000 0.0000 
  Lev -0.1010   -2.5209 **   0.3492   13.2285 ***   0.2816   10.7428 ***   0.0121 7.4592 0.0000 0.0000 
  pBank 0.0172   3.0313 ***   -0.0608   -14.7787 ***   -0.0495   -12.5266 ***   0.0026 9.0489 0.0000 0.0000 
  Growth -0.0033   -0.5865     -0.0016   -0.3058     -0.0018   -0.2721     0.5579 1.2026 0.7598 0.7855 
  MB -0.0017   -1.7850 *   -0.0014   -1.9576 *   0.0006   0.7266     0.0751 1.2330 0.0503 0.4675 
  AbsTA 0.1807   4.4590 ***   0.1924   10.7233 ***   -0.0854   -3.0664 ***   0.0000 1.6236 0.0000 0.0022 
  AC -0.0086   -2.3813 **   -0.0043   -1.2538     0.0087   2.0657 **   0.0178 1.6242 0.2099 0.0389 
  Lag 0.0150   3.2431 ***   0.0058   1.3682     -0.0109   -1.8510 *   0.0013 1.4188 0.1713 0.0642 
  Busy -0.0004   -0.0988     -0.0021   -0.5582     -0.0051   -0.9711     0.9214 1.0780 0.5767 0.3315 
  Intercept 0.0431   1.0666     -0.2578   -8.5451 ***   -0.2087   -5.3614 ***   0.2869 - 0.0000 0.0000 
Adj. R2 0.2919   -   -           
Number of Obs. 1270   701   569           

 

  



 CCCXLV 

Appendix 303: Discretionary Accruals Joint Analysis: |DA|, DA+ and DA- on FTLong10, EPTLong5 and RPTLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong10 -0.0024   -0.6861     -0.0034   -0.9436     -0.0015   -0.3098     0.4931 1.2663 0.3454 0.7567 
  EPTLong5 0.0015   0.4301     -0.0002   -0.0474     -0.0037   -0.7299     0.6674 1.2177 0.9622 0.4655 
  RPTLong5 0.0032   0.9654     -0.0015   -0.4623     -0.0056   -1.1777     0.3350 1.1606 0.6439 0.2389 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   0.9643     -0.0001   -0.3344     -0.0004   -1.2713     0.3356 1.2529 0.7380 0.2036 
  RPExp -0.0003   -1.1368     0.0002   1.0336     0.0006   1.8353 *   0.2564 1.1782 0.3013 0.0665 
  EPAbility -0.0019   -0.5005     0.0023   0.4874     -0.0012   -0.2045     0.6170 1.0505 0.6259 0.8380 
  RPAbility -0.0031   -0.8054     -0.0017   -0.4646     -0.0008   -0.1681     0.4211 1.1441 0.6422 0.8665 
  Gender -0.0012   -0.2752     0.0017   0.4727     0.0025   0.5524     0.7833 1.0766 0.6364 0.5807 
Audit Firm-Specific Variables                                     
  Big4 0.0046   1.0169     0.0055   1.4610     -0.0041   -0.7542     0.3099 2.0448 0.1440 0.4507 
  IndExp 0.0027   0.4123     0.0132   2.3415 **   -0.0045   -0.5768     0.6804 1.6689 0.0192 0.5641 
  Office -0.0004   -0.4897     -0.0001   -0.0692     0.0006   0.6791     0.6247 2.3190 0.9448 0.4971 
Client-Specific Variables                                       
  Age -0.0007   -0.5251     -0.0021   -1.5648     -0.0017   -0.9529     0.5998 1.3917 0.1176 0.3406 
  Size 0.0016   1.1438     0.0004   0.3306     0.0000   0.0005     0.2534 2.9648 0.7409 0.9996 
  OCF 0.0432   1.5339     -0.2282   -13.2319 ***   -0.1768   -9.2404 ***   0.1259 1.7474 0.0000 0.0000 
  Lev -0.1014   -2.5278 **   0.3487   13.1884 ***   0.2819   10.7383 ***   0.0119 7.4649 0.0000 0.0000 
  pBank 0.0173   3.0337 ***   -0.0607   -14.7423 ***   -0.0495   -12.5042 ***   0.0026 9.0549 0.0000 0.0000 
  Growth -0.0034   -0.6037     -0.0013   -0.2546     -0.0018   -0.2734     0.5464 1.2021 0.7990 0.7845 
  MB -0.0017   -1.7881 *   -0.0014   -1.9609 **   0.0006   0.7463     0.0746 1.2330 0.0499 0.4555 
  AbsTA 0.1807   4.4676 ***   0.1917   10.6740 ***   -0.0868   -3.1139 ***   0.0000 1.6234 0.0000 0.0018 
  AC -0.0085   -2.3398 **   -0.0043   -1.2475     0.0084   1.9826 **   0.0198 1.6259 0.2122 0.0474 
  Lag 0.0151   3.2725 ***   0.0057   1.3556     -0.0109   -1.8489 *   0.0012 1.4193 0.1752 0.0645 
  Busy -0.0003   -0.0719     -0.0022   -0.5839     -0.0051   -0.9810     0.9427 1.0783 0.5593 0.3266 
  Intercept 0.0417   1.0385     -0.2562   -8.5002 ***   -0.2049   -5.2605 ***   0.2997 - 0.0000 0.0000 
Adj. R2 0.2922   -   -           
Number of Obs. 1270   701   569           
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Appendix 304: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FT, EPT and RPT (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FT 0.0002   0.5353     -0.0004   -0.9377     -0.0004   -0.7720     0.5928 1.4879 0.3484 0.4401 
  EPT 0.0002   0.2295     0.0001   0.1653     -0.0003   -0.2690     0.8186 1.3075 0.8687 0.7879 
  RPT 0.0001   0.0851     -0.0008   -1.0164     -0.0008   -0.8204     0.9322 1.2661 0.3095 0.4120 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.6675     -0.0001   -0.4142     -0.0003   -0.8917     0.5049 1.3090 0.6787 0.3726 
  RPExp 0.0000   0.1800     0.0004   1.6575 *   0.0006   2.1589 **   0.8573 1.2278 0.0974 0.0309 
  EPAbility -0.0031   -0.9898     0.0000   -0.0102     -0.0019   -0.3762     0.3230 1.0612 0.9918 0.7068 
  RPAbility -0.0017   -0.5486     -0.0011   -0.3246     -0.0009   -0.2132     0.5837 1.1470 0.7455 0.8312 
  Gender 0.0021   0.5528     0.0017   0.5078     0.0009   0.2158     0.5807 1.0951 0.6116 0.8292 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.4092     0.0063   1.7379 *   -0.0004   -0.0818     0.1597 2.0946 0.0822 0.9348 
  IndExp 0.0031   0.4988     0.0112   2.0622 **   -0.0005   -0.0708     0.6182 1.7077 0.0392 0.9436 
  Office -0.0006   -0.7530     -0.0005   -0.7375     -0.0007   -0.8244     0.4520 2.3490 0.4608 0.4097 
Client-Specific Variables                                       
  Age 0.0001   0.1019     -0.0012   -0.8676     -0.0017   -1.0441     0.9189 1.4522 0.3856 0.2965 
  Size -0.0008   -0.6859     0.0009   0.8205     0.0011   0.9369     0.4932 3.0551 0.4119 0.3488 
  OCF -0.0164   -0.5622     -0.2063   -11.9364 ***   -0.1760   -9.4997 ***   0.5744 1.5363 0.0000 0.0000 
  Lev 0.0074   0.1792     0.2843   10.6512 ***   0.3102   10.3042 ***   0.8579 15.3827 0.0000 0.0000 
  pBank -0.0016   -0.2253     -0.0505   -12.0924 ***   -0.0525   -11.4787 ***   0.8219 16.6661 0.0000 0.0000 
  Growth 0.0047   1.0280     -0.0049   -0.9784     -0.0046   -0.7582     0.3047 1.2089 0.3279 0.4484 
  MB -0.0004   -0.4976     -0.0004   -0.6146     0.0005   0.5623     0.6191 1.2355 0.5389 0.5739 
  AbsTA 0.0638   1.8911 *   0.1273   6.3635 ***   0.0135   0.4818     0.0595 1.3794 0.0000 0.6300 
  AC -0.0050   -1.6526 *   -0.0056   -1.6706 *   0.0075   1.9681 **   0.0993 1.6375 0.0948 0.0491 
  Lag 0.0079   1.8259 *   0.0051   1.1889     -0.0064   -1.1588     0.0687 1.4297 0.2345 0.2465 
  Busy -0.0011   -0.3563     -0.0019   -0.5324     -0.0045   -0.9540     0.7218 1.0776 0.5945 0.3401 
  Intercept 0.0120   0.2864     -0.2043   -6.6761 ***   -0.2314   -6.3000 ***   0.7748 - 0.0000 0.0000 
Adj. R2 0.1379   -   -           
Number of Obs. 1080   656   538           

 

  



 CCCXLVII 

Appendix 305: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort, EPTShort and RPTShort (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort 0.0007   0.2480     0.0012   0.3647     -0.0008   -0.1867     0.8043 1.5939 0.7153 0.8519 
  EPTShort -0.0019   -0.6918     -0.0015   -0.4664     0.0026   0.6428     0.4895 1.4276 0.6409 0.5204 
  RPTShort -0.0001   -0.0365     0.0040   1.2553     0.0031   0.7989     0.9709 1.4158 0.2094 0.4244 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5794     -0.0001   -0.5435     -0.0003   -0.8328     0.5627 1.2851 0.5868 0.4050 
  RPExp 0.0000   0.1864     0.0004   1.7823 *   0.0006   2.1364 **   0.8522 1.2018 0.0747 0.0326 
  EPAbility -0.0033   -1.0201     0.0003   0.0545     -0.0014   -0.2815     0.3084 1.0560 0.9565 0.7783 
  RPAbility -0.0019   -0.5897     -0.0012   -0.3567     -0.0008   -0.1896     0.5558 1.1517 0.7213 0.8496 
  Gender 0.0021   0.5516     0.0019   0.5631     0.0008   0.1965     0.5816 1.0945 0.5734 0.8442 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.3477     0.0064   1.7789 *   0.0008   0.1550     0.1786 2.0758 0.0753 0.8768 
  IndExp 0.0034   0.5365     0.0112   2.0611 **   -0.0006   -0.0777     0.5920 1.7064 0.0393 0.9381 
  Office -0.0005   -0.6860     -0.0006   -0.8432     -0.0008   -0.9507     0.4932 2.3499 0.3991 0.3418 
Client-Specific Variables                                       
  Age 0.0002   0.1862     -0.0013   -0.9604     -0.0019   -1.1617     0.8524 1.4349 0.3368 0.2453 
  Size -0.0007   -0.6028     0.0008   0.7300     0.0009   0.8099     0.5471 2.9635 0.4654 0.4180 
  OCF -0.0157   -0.5309     -0.2073   -11.9874 ***   -0.1768   -9.5422 ***   0.5959 1.5380 0.0000 0.0000 
  Lev 0.0070   0.1697     0.2844   10.6273 ***   0.3092   10.2633 ***   0.8654 15.4098 0.0000 0.0000 
  pBank -0.0015   -0.2182     -0.0506   -12.0979 ***   -0.0523   -11.4316 ***   0.8274 16.6893 0.0000 0.0000 
  Growth 0.0046   1.0029     -0.0044   -0.8951     -0.0050   -0.8158     0.3166 1.2087 0.3708 0.4146 
  MB -0.0004   -0.5010     -0.0004   -0.6421     0.0005   0.6115     0.6167 1.2342 0.5208 0.5408 
  AbsTA 0.0632   1.8633 *   0.1267   6.3362 ***   0.0121   0.4347     0.0633 1.3804 0.0000 0.6638 
  AC -0.0050   -1.6495 *   -0.0060   -1.7621 *   0.0073   1.9115 *   0.1000 1.6320 0.0781 0.0559 
  Lag 0.0077   1.7807 *   0.0050   1.1605     -0.0061   -1.1006     0.0759 1.4281 0.2458 0.2711 
  Busy -0.0010   -0.3266     -0.0020   -0.5557     -0.0045   -0.9713     0.7442 1.0764 0.5784 0.3314 
  Intercept 0.0138   0.3208     -0.2083   -6.8294 ***   -0.2376   -6.3807 ***   0.7485 - 0.0000 0.0000 
Adj. R2 0.1379   -   -           
Number of Obs. 1080   656   538           
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Appendix 306: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong, EPTLong and RPTLong (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong 0.0021   0.5686     -0.0073   -1.7858 *   -0.0071   -1.4291     0.5700 1.3052 0.0741 0.1530 
  EPTLong 0.0000   0.0003     -0.0027   -0.5899     -0.0010   -0.1657     0.9998 1.1291 0.5553 0.8684 
  RPTLong 0.0000   -0.0087     -0.0016   -0.3837     -0.0009   -0.1646     0.9931 1.1119 0.7012 0.8693 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.7421     -0.0001   -0.2287     -0.0003   -0.8373     0.4586 1.2630 0.8191 0.4024 
  RPExp 0.0000   0.2076     0.0003   1.3304     0.0006   2.0544 **   0.8357 1.1990 0.1834 0.0399 
  EPAbility -0.0032   -1.0119     -0.0005   -0.1083     -0.0017   -0.3394     0.3123 1.0600 0.9138 0.7343 
  RPAbility -0.0017   -0.5506     -0.0011   -0.3266     -0.0010   -0.2585     0.5823 1.1475 0.7440 0.7960 
  Gender 0.0020   0.5435     0.0020   0.6009     0.0010   0.2354     0.5871 1.0963 0.5479 0.8139 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.3758     0.0061   1.6867 *   -0.0002   -0.0405     0.1698 2.0794 0.0917 0.9677 
  IndExp 0.0032   0.5078     0.0109   2.0199 **   -0.0003   -0.0444     0.6119 1.7048 0.0434 0.9646 
  Office -0.0005   -0.7162     -0.0005   -0.7448     -0.0008   -0.8971     0.4743 2.3106 0.4564 0.3696 
Client-Specific Variables                                       
  Age 0.0002   0.1601     -0.0011   -0.8552     -0.0016   -1.0300     0.8729 1.4195 0.3924 0.3030 
  Size -0.0009   -0.7044     0.0011   1.0105     0.0012   1.0451     0.4817 3.0708 0.3122 0.2960 
  OCF -0.0163   -0.5563     -0.2069   -11.9795 ***   -0.1773   -9.5868 ***   0.5783 1.5333 0.0000 0.0000 
  Lev 0.0077   0.1870     0.2843   10.6696 ***   0.3089   10.2818 ***   0.8517 15.3585 0.0000 0.0000 
  pBank -0.0016   -0.2290     -0.0506   -12.1357 ***   -0.0524   -11.4671 ***   0.8190 16.6379 0.0000 0.0000 
  Growth 0.0047   1.0197     -0.0048   -0.9753     -0.0049   -0.8036     0.3086 1.2088 0.3294 0.4216 
  MB -0.0004   -0.5052     -0.0004   -0.6446     0.0005   0.5976     0.6137 1.2337 0.5192 0.5501 
  AbsTA 0.0637   1.8754 *   0.1271   6.3678 ***   0.0149   0.5328     0.0616 1.3774 0.0000 0.5942 
  AC -0.0052   -1.6940 *   -0.0051   -1.5117     0.0076   2.0177 **   0.0912 1.6444 0.1306 0.0436 
  Lag 0.0078   1.8099 *   0.0056   1.2934     -0.0066   -1.1898     0.0712 1.4320 0.1959 0.2341 
  Busy -0.0011   -0.3546     -0.0019   -0.5154     -0.0048   -1.0245     0.7231 1.0779 0.6063 0.3056 
  Intercept 0.0134   0.3159     -0.2110   -6.9306 ***   -0.2347   -6.3727 ***   0.7523 - 0.0000 0.0000 
Adj. R2 0.1378   -   -           
Number of Obs. 1080   656   538           
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Appendix 307: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort2, EPTShort2 and RPTShort2 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort2 -0.0013   -0.3839     -0.0038   -0.9650     -0.0084   -1.7315 *   0.7013 1.6771 0.3345 0.0834 
  EPTShort2 0.0006   0.2265     0.0012   0.4006     0.0005   0.1346     0.8209 1.4812 0.6887 0.8929 
  RPTShort2 -0.0001   -0.0447     0.0045   1.4378     0.0074   2.0308 **   0.9644 1.5025 0.1505 0.0423 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.8272     -0.0001   -0.2897     -0.0003   -0.9561     0.4087 1.2721 0.7720 0.3390 
  RPExp 0.0000   0.1607     0.0004   1.7383 *   0.0006   2.2130 **   0.8724 1.1860 0.0822 0.0269 
  EPAbility -0.0033   -1.0339     -0.0001   -0.0279     -0.0005   -0.1014     0.3019 1.0568 0.9778 0.9192 
  RPAbility -0.0017   -0.5350     -0.0009   -0.2479     -0.0003   -0.0871     0.5930 1.1514 0.8042 0.9306 
  Gender 0.0020   0.5312     0.0015   0.4388     0.0009   0.2060     0.5956 1.0968 0.6608 0.8368 
Audit Firm-Specific Variables                                     
  Big4 0.0050   1.3678     0.0067   1.8507 *   0.0015   0.3045     0.1723 2.0657 0.0642 0.7607 
  IndExp 0.0032   0.5124     0.0107   1.9792 **   -0.0019   -0.2675     0.6087 1.7090 0.0478 0.7891 
  Office -0.0006   -0.7307     -0.0006   -0.7855     -0.0010   -1.2087     0.4655 2.3214 0.4322 0.2268 
Client-Specific Variables                                       
  Age 0.0002   0.1940     -0.0014   -1.0921     -0.0022   -1.4077     0.8463 1.4308 0.2748 0.1592 
  Size -0.0008   -0.6565     0.0005   0.4770     0.0008   0.6641     0.5120 2.9705 0.6334 0.5066 
  OCF -0.0166   -0.5585     -0.2062   -11.9264 ***   -0.1769   -9.5671 ***   0.5769 1.5393 0.0000 0.0000 
  Lev 0.0074   0.1784     0.2843   10.6534 ***   0.3075   10.2305 ***   0.8585 15.3968 0.0000 0.0000 
  pBank -0.0015   -0.2203     -0.0507   -12.1428 ***   -0.0522   -11.4349 ***   0.8258 16.6887 0.0000 0.0000 
  Growth 0.0047   1.0251     -0.0046   -0.9187     -0.0055   -0.8934     0.3061 1.2102 0.3583 0.3716 
  MB -0.0004   -0.5056     -0.0004   -0.6112     0.0005   0.6759     0.6135 1.2370 0.5411 0.4991 
  AbsTA 0.0641   1.8865 *   0.1275   6.3825 ***   0.0106   0.3815     0.0601 1.3772 0.0000 0.7028 
  AC -0.0050   -1.6626 *   -0.0056   -1.6518 *   0.0081   2.1408 **   0.0973 1.6340 0.0986 0.0323 
  Lag 0.0078   1.7922 *   0.0052   1.2141     -0.0060   -1.0770     0.0740 1.4249 0.2247 0.2815 
  Busy -0.0010   -0.3250     -0.0021   -0.5718     -0.0041   -0.8793     0.7454 1.0753 0.5674 0.3792 
  Intercept 0.0133   0.3098     -0.2066   -6.7911 ***   -0.2306   -6.2208 ***   0.7569 - 0.0000 0.0000 
Adj. R2 0.1376   -   -           
Number of Obs. 1080   656   538           

 

  



 CCCL 

Appendix 308: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong7, EPTLong5 and RPTLong5 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong7 0.0011   0.4103     -0.0037   -1.3442     -0.0041   -1.1656     0.6819 1.2559 0.1789 0.2438 
  EPTLong5 0.0010   0.3345     0.0018   0.5049     -0.0023   -0.5149     0.7382 1.2368 0.6136 0.6066 
  RPTLong5 0.0039   1.2581     -0.0011   -0.3285     -0.0066   -1.5628     0.2092 1.1875 0.7425 0.1181 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.6120     -0.0001   -0.5844     -0.0003   -0.9113     0.5410 1.2767 0.5590 0.3621 
  RPExp 0.0000   -0.0249     0.0003   1.4733     0.0006   2.1577 **   0.9801 1.2126 0.1407 0.0310 
  EPAbility -0.0031   -0.9826     -0.0001   -0.0209     -0.0024   -0.4632     0.3265 1.0622 0.9833 0.6432 
  RPAbility -0.0017   -0.5473     -0.0014   -0.4137     -0.0007   -0.1787     0.5845 1.1465 0.6791 0.8581 
  Gender 0.0019   0.5121     0.0018   0.5373     0.0008   0.1970     0.6089 1.0952 0.5911 0.8438 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.3812     0.0062   1.7151 *   -0.0009   -0.1869     0.1681 2.0906 0.0863 0.8518 
  IndExp 0.0029   0.4674     0.0111   2.0450 **   -0.0004   -0.0525     0.6405 1.7044 0.0408 0.9581 
  Office -0.0005   -0.6519     -0.0005   -0.6542     -0.0007   -0.7971     0.5149 2.3529 0.5130 0.4254 
Client-Specific Variables                                       
  Age 0.0001   0.0645     -0.0010   -0.7326     -0.0013   -0.8333     0.9486 1.4564 0.4638 0.4047 
  Size -0.0008   -0.6616     0.0009   0.8270     0.0011   0.9602     0.5087 2.9791 0.4083 0.3370 
  OCF -0.0162   -0.5594     -0.2064   -11.9253 ***   -0.1752   -9.4734 ***   0.5763 1.5371 0.0000 0.0000 
  Lev 0.0066   0.1610     0.2835   10.5964 ***   0.3090   10.3305 ***   0.8722 15.3722 0.0000 0.0000 
  pBank -0.0015   -0.2222     -0.0504   -12.0437 ***   -0.0523   -11.4848 ***   0.8243 16.6593 0.0000 0.0000 
  Growth 0.0045   0.9790     -0.0045   -0.9027     -0.0040   -0.6521     0.3283 1.2085 0.3667 0.5144 
  MB -0.0004   -0.4924     -0.0004   -0.6009     0.0004   0.5216     0.6227 1.2354 0.5479 0.6019 
  AbsTA 0.0637   1.9077 *   0.1265   6.3288 ***   0.0129   0.4657     0.0573 1.3783 0.0000 0.6414 
  AC -0.0049   -1.5926     -0.0057   -1.6928 *   0.0071   1.8752 *   0.1122 1.6373 0.0905 0.0608 
  Lag 0.0083   1.9019 *   0.0054   1.2626     -0.0070   -1.2655     0.0580 1.4340 0.2067 0.2057 
  Busy -0.0013   -0.4168     -0.0019   -0.5234     -0.0043   -0.9244     0.6771 1.0783 0.6007 0.3553 
  Intercept 0.0110   0.2605     -0.2085   -6.8563 ***   -0.2313   -6.3143 ***   0.7946 - 0.0000 0.0000 
Adj. R2 0.1398   -   -           
Number of Obs. 1080   656   538           

 

  



 CCCLI 

Appendix 309: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong8, EPTLong5 and RPTLong5 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong8 0.0020   0.7560     -0.0016   -0.5543     -0.0047   -1.3078     0.4502 1.2776 0.5793 0.1909 
  EPTLong5 0.0010   0.3401     0.0014   0.3784     -0.0025   -0.5497     0.7340 1.2279 0.7052 0.5825 
  RPTLong5 0.0039   1.2785     -0.0016   -0.4943     -0.0069   -1.6448     0.2020 1.1715 0.6211 0.1000 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5984     -0.0001   -0.5351     -0.0003   -0.9125     0.5499 1.2763 0.5926 0.3615 
  RPExp 0.0000   0.0011     0.0003   1.5107     0.0006   2.1837 **   0.9991 1.2123 0.1309 0.0290 
  EPAbility -0.0030   -0.9518     0.0001   0.0195     -0.0026   -0.5155     0.3419 1.0632 0.9845 0.6062 
  RPAbility -0.0017   -0.5431     -0.0013   -0.3801     -0.0007   -0.1758     0.5874 1.1465 0.7039 0.8605 
  Gender 0.0020   0.5206     0.0018   0.5345     0.0009   0.2127     0.6030 1.0955 0.5930 0.8315 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.4203     0.0065   1.7848 *   -0.0011   -0.2263     0.1564 2.0891 0.0743 0.8210 
  IndExp 0.0029   0.4572     0.0109   2.0164 **   -0.0003   -0.0376     0.6478 1.7046 0.0438 0.9700 
  Office -0.0005   -0.6872     -0.0005   -0.7556     -0.0007   -0.7708     0.4924 2.3567 0.4499 0.4408 
Client-Specific Variables                                       
  Age 0.0000   0.0089     -0.0012   -0.9023     -0.0012   -0.7710     0.9929 1.4561 0.3669 0.4407 
  Size -0.0008   -0.7021     0.0008   0.7459     0.0011   0.9887     0.4831 2.9924 0.4557 0.3228 
  OCF -0.0165   -0.5695     -0.2064   -11.9024 ***   -0.1750   -9.4662 ***   0.5694 1.5377 0.0000 0.0000 
  Lev 0.0068   0.1665     0.2841   10.5966 ***   0.3086   10.3208 ***   0.8678 15.3726 0.0000 0.0000 
  pBank -0.0016   -0.2269     -0.0506   -12.0585 ***   -0.0522   -11.4794 ***   0.8206 16.6547 0.0000 0.0000 
  Growth 0.0045   0.9915     -0.0043   -0.8615     -0.0043   -0.7023     0.3222 1.2087 0.3890 0.4825 
  MB -0.0004   -0.4932     -0.0004   -0.6047     0.0004   0.5256     0.6222 1.2353 0.5454 0.5991 
  AbsTA 0.0636   1.9041 *   0.1263   6.3112 ***   0.0136   0.4877     0.0577 1.3778 0.0000 0.6257 
  AC -0.0050   -1.6214     -0.0057   -1.6753 *   0.0072   1.9012 *   0.1059 1.6430 0.0939 0.0573 
  Lag 0.0083   1.9081 *   0.0054   1.2585     -0.0070   -1.2649     0.0572 1.4331 0.2082 0.2059 
  Busy -0.0013   -0.4266     -0.0020   -0.5519     -0.0042   -0.9092     0.6700 1.0785 0.5810 0.3632 
  Intercept 0.0116   0.2741     -0.2076   -6.8196 ***   -0.2323   -6.3417 ***   0.7842 - 0.0000 0.0000 
Adj. R2 0.1402   -   -           
Number of Obs. 1080   656   538           
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Appendix 310: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong9, EPTLong5 and RPTLong5 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong9 0.0020   0.6796     -0.0046   -1.4819     -0.0072   -1.8505 *   0.4972 1.3132 0.1384 0.0642 
  EPTLong5 0.0010   0.3604     0.0014   0.4038     -0.0026   -0.5936     0.7188 1.2260 0.6863 0.5528 
  RPTLong5 0.0039   1.2829     -0.0013   -0.3843     -0.0066   -1.5767     0.2004 1.1726 0.7008 0.1149 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5874     -0.0001   -0.5091     -0.0003   -0.8329     0.5573 1.2768 0.6107 0.4049 
  RPExp 0.0000   -0.0257     0.0003   1.4451     0.0006   2.2486 **   0.9795 1.2063 0.1484 0.0245 
  EPAbility -0.0031   -0.9641     0.0000   0.0056     -0.0030   -0.5852     0.3357 1.0616 0.9956 0.5584 
  RPAbility -0.0017   -0.5465     -0.0013   -0.3882     -0.0009   -0.2320     0.5851 1.1463 0.6979 0.8166 
  Gender 0.0020   0.5192     0.0016   0.4731     0.0009   0.2229     0.6040 1.0955 0.6361 0.8236 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.4028     0.0063   1.7462 *   -0.0014   -0.2863     0.1616 2.0812 0.0808 0.7747 
  IndExp 0.0028   0.4476     0.0112   2.0635 **   -0.0003   -0.0397     0.6547 1.7072 0.0391 0.9683 
  Office -0.0005   -0.6656     -0.0005   -0.6650     -0.0007   -0.7773     0.5061 2.3470 0.5061 0.4370 
Client-Specific Variables                                       
  Age 0.0001   0.0490     -0.0011   -0.8245     -0.0012   -0.7573     0.9610 1.4383 0.4097 0.4489 
  Size -0.0009   -0.7063     0.0010   0.9218     0.0013   1.1322     0.4805 3.0205 0.3567 0.2576 
  OCF -0.0163   -0.5658     -0.2061   -11.9100 ***   -0.1759   -9.5553 ***   0.5719 1.5360 0.0000 0.0000 
  Lev 0.0064   0.1566     0.2837   10.6105 ***   0.3116   10.4233 ***   0.8757 15.3637 0.0000 0.0000 
  pBank -0.0015   -0.2159     -0.0505   -12.0780 ***   -0.0528   -11.5944 ***   0.8292 16.6404 0.0000 0.0000 
  Growth 0.0046   1.0155     -0.0048   -0.9727     -0.0045   -0.7340     0.3106 1.2114 0.3307 0.4629 
  MB -0.0004   -0.5037     -0.0004   -0.5421     0.0004   0.5136     0.6148 1.2356 0.5878 0.6076 
  AbsTA 0.0636   1.9045 *   0.1264   6.3225 ***   0.0144   0.5195     0.0577 1.3779 0.0000 0.6034 
  AC -0.0050   -1.6208     -0.0055   -1.6350     0.0077   2.0244 **   0.1060 1.6460 0.1021 0.0429 
  Lag 0.0083   1.8972 *   0.0057   1.3155     -0.0068   -1.2363     0.0586 1.4324 0.1883 0.2163 
  Busy -0.0014   -0.4445     -0.0019   -0.5172     -0.0040   -0.8576     0.6570 1.0804 0.6050 0.3911 
  Intercept 0.0123   0.2889     -0.2108   -6.9142 ***   -0.2377   -6.4731 ***   0.7728 - 0.0000 0.0000 
Adj. R2 0.1401   -   -           
Number of Obs. 1080   656   538           
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Appendix 311: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong10, EPTLong5 and RPTLong5 (Less Highest and Lowest Decile of RoA) 

    |DA|   DA+   DA-   |DA| DA+ DA-   

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value   
                    

Test Variables                                         
  FTLong10 0.0022   0.6516     -0.0028   -0.7950     -0.0043   -1.0002     0.5151 1.3077 0.4266 0.3172   
  EPTLong5 0.0011   0.3765     0.0013   0.3669     -0.0028   -0.6295     0.7068 1.2252 0.7137 0.5290   
  RPTLong5 0.0039   1.3078     -0.0016   -0.5011     -0.0070   -1.6638 *   0.1918 1.1696 0.6163 0.0962   
Audit Partner-Specific Variables                                       
  EPExp 0.0001   0.5786     -0.0001   -0.5155     -0.0003   -0.8839     0.5632 1.2778 0.6062 0.3768   
  RPExp 0.0000   -0.0312     0.0003   1.5163     0.0006   2.2656 **   0.9752 1.2055 0.1294 0.0235   
  EPAbility -0.0031   -0.9740     0.0000   0.0102     -0.0024   -0.4683     0.3307 1.0605 0.9918 0.6396   
  RPAbility -0.0017   -0.5497     -0.0012   -0.3592     -0.0010   -0.2489     0.5829 1.1462 0.7194 0.8035   
  Gender 0.0020   0.5243     0.0017   0.5087     0.0007   0.1668     0.6004 1.0962 0.6109 0.8675   
Audit Firm-Specific Variables                                       
  Big4 0.0051   1.4004     0.0065   1.8073 *   -0.0008   -0.1538     0.1623 2.0785 0.0707 0.8778   
  IndExp 0.0028   0.4516     0.0111   2.0406 **   -0.0005   -0.0678     0.6518 1.7061 0.0413 0.9460   
  Office -0.0005   -0.6501     -0.0006   -0.7701     -0.0007   -0.8660     0.5161 2.3331 0.4412 0.3865   
Client-Specific Variables                                         
  Age 0.0001   0.0807     -0.0012   -0.9227     -0.0015   -0.9582     0.9358 1.4271 0.3561 0.3380   
  Size -0.0009   -0.7091     0.0009   0.8138     0.0012   0.9967     0.4787 3.0330 0.4158 0.3189   
  OCF -0.0160   -0.5500     -0.2067   -11.9326 ***   -0.1768   -9.5873 ***   0.5827 1.5335 0.0000 0.0000   
  Lev 0.0063   0.1544     0.2842   10.6171 ***   0.3106   10.3586 ***   0.8774 15.3635 0.0000 0.0000   
  pBank -0.0015   -0.2125     -0.0506   -12.0943 ***   -0.0525   -11.5171 ***   0.8318 16.6402 0.0000 0.0000   
  Growth 0.0047   1.0066     -0.0045   -0.8970     -0.0045   -0.7417     0.3148 1.2120 0.3697 0.4583   
  MB -0.0004   -0.4941     -0.0004   -0.5910     0.0004   0.4888     0.6215 1.2353 0.5545 0.6250   
  AbsTA 0.0633   1.8882 *   0.1263   6.3116 ***   0.0130   0.4661     0.0599 1.3784 0.0000 0.6412   
  AC -0.0050   -1.6251     -0.0055   -1.6343     0.0072   1.8985 *   0.1051 1.6483 0.1022 0.0576   
  Lag 0.0083   1.9043 *   0.0055   1.2822     -0.0067   -1.2103     0.0577 1.4331 0.1998 0.2261   
  Busy -0.0014   -0.4515     -0.0020   -0.5449     -0.0039   -0.8345     0.6519 1.0818 0.5858 0.4040   
  Intercept 0.0119   0.2814     -0.2088   -6.8463 ***   -0.2345   -6.3756 ***   0.7786 - 0.0000 0.0000   
Adj. R2 0.1401   -   -             
Number of Obs. 1080   656   538             

 

  



 CCCLIV 

Appendix 312: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FT, EPT and RPT (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FT -0.0001   -0.2313     -0.0005   -1.1944     -0.0002   -0.3550     0.8172 1.4078 0.2323 0.7226 
  EPT 0.0000   0.0436     -0.0001   -0.0597     -0.0006   -0.4518     0.9652 1.2861 0.9524 0.6514 
  RPT -0.0001   -0.1965     -0.0010   -1.1932     -0.0008   -0.7068     0.8443 1.2444 0.2328 0.4797 
Audit Partner-Specific Variables                                     
  EPExp 0.0004   1.3143     -0.0001   -0.3793     -0.0007   -1.7121 *   0.1897 1.3110 0.7044 0.0869 
  RPExp -0.0003   -1.2943     0.0002   0.7294     0.0007   2.0208 **   0.1965 1.2192 0.4658 0.0433 
  EPAbility -0.0007   -0.1613     0.0031   0.6340     -0.0023   -0.3632     0.8720 1.0640 0.5261 0.7165 
  RPAbility -0.0024   -0.6120     -0.0008   -0.2201     -0.0014   -0.3002     0.5410 1.1447 0.8258 0.7640 
  Gender 0.0000   0.0081     0.0011   0.2893     -0.0022   -0.4274     0.9936 1.0811 0.7723 0.6691 
Audit Firm-Specific Variables                                     
  Big4 0.0049   1.0132     0.0050   1.2895     -0.0044   -0.7199     0.3117 2.1049 0.1972 0.4716 
  IndExp 0.0014   0.1969     0.0120   2.0481 **   -0.0059   -0.6984     0.8440 1.6907 0.0405 0.4849 
  Office -0.0006   -0.6640     0.0002   0.1998     0.0009   0.8246     0.5072 2.3979 0.8417 0.4096 
Client-Specific Variables                                       
  Age -0.0004   -0.2245     -0.0014   -0.9698     -0.0018   -0.8928     0.8225 1.4372 0.3321 0.3720 
  Size 0.0013   0.8723     -0.0002   -0.1916     -0.0001   -0.0551     0.3837 2.8992 0.8481 0.9561 
  OCF 0.0360   1.2029     -0.2315   -12.6112 ***   -0.1742   -8.5699 ***   0.2299 1.7708 0.0000 0.0000 
  Lev -0.1121   -2.7983 ***   0.3555   12.0850 ***   0.2887   10.4210 ***   0.0054 7.4428 0.0000 0.0000 
  pBank 0.0192   3.4197 ***   -0.0600   -13.0658 ***   -0.0500   -11.9078 ***   0.0007 8.9654 0.0000 0.0000 
  Growth 0.0021   0.3252     0.0050   0.8600     -0.0021   -0.2812     0.7452 1.2039 0.3898 0.7786 
  MB -0.0016   -1.5677     -0.0014   -1.9395 *   0.0008   0.8277     0.1179 1.2803 0.0524 0.4078 
  AbsTA 0.1798   4.3263 ***   0.1863   9.2496 ***   -0.0829   -2.7724 ***   0.0000 1.6322 0.0000 0.0056 
  AC -0.0079   -2.0669 **   -0.0025   -0.7047     0.0080   1.6962 *   0.0395 1.6191 0.4810 0.0899 
  Lag 0.0159   2.9654 ***   0.0064   1.4192     -0.0107   -1.5394     0.0032 1.4174 0.1558 0.1237 
  Busy 0.0014   0.3563     -0.0013   -0.3269     -0.0073   -1.2235     0.7218 1.1047 0.7437 0.2211 
  Intercept 0.0532   1.2653     -0.2494   -7.7696 ***   -0.2062   -4.6043 ***   0.2067 - 0.0000 0.0000 
Adj. R2 0.3031   -   -           
Number of Obs. 1133   636   497           
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Appendix 313: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort, EPTShort and RPTShort (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort -0.0009   -0.2189     0.0018   0.4929     0.0036   0.7077     0.8268 1.4921 0.6221 0.4791 
  EPTShort 0.0005   0.1429     0.0002   0.0670     0.0002   0.0378     0.8864 1.3835 0.9466 0.9698 
  RPTShort -0.0003   -0.0950     0.0028   0.8577     0.0034   0.7603     0.9244 1.3691 0.3910 0.4471 
Audit Partner-Specific Variables                                     
  EPExp 0.0004   1.3603     -0.0001   -0.4392     -0.0007   -1.8431 *   0.1747 1.2925 0.6605 0.0653 
  RPExp -0.0003   -1.3264     0.0002   0.7172     0.0007   2.0271 **   0.1857 1.1963 0.4732 0.0427 
  EPAbility -0.0007   -0.1572     0.0032   0.6402     -0.0024   -0.3851     0.8752 1.0628 0.5221 0.7002 
  RPAbility -0.0024   -0.5969     -0.0008   -0.2190     -0.0017   -0.3580     0.5510 1.1487 0.8267 0.7204 
  Gender 0.0000   -0.0043     0.0014   0.3779     -0.0024   -0.4740     0.9966 1.0804 0.7055 0.6355 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.0810     0.0052   1.3363     -0.0041   -0.6858     0.2805 2.0873 0.1815 0.4928 
  IndExp 0.0013   0.1762     0.0115   1.9673 **   -0.0061   -0.7116     0.8602 1.6898 0.0491 0.4767 
  Office -0.0006   -0.7104     0.0000   0.0632     0.0009   0.8501     0.4780 2.3989 0.9496 0.3953 
Client-Specific Variables                                       
  Age -0.0004   -0.2573     -0.0015   -1.0922     -0.0018   -0.9258     0.7971 1.4125 0.2748 0.3545 
  Size 0.0012   0.8452     -0.0004   -0.3483     -0.0001   -0.0429     0.3986 2.8138 0.7276 0.9658 
  OCF 0.0359   1.1989     -0.2314   -12.5827 ***   -0.1739   -8.5594 ***   0.2314 1.7688 0.0000 0.0000 
  Lev -0.1120   -2.8015 ***   0.3557   12.0683 ***   0.2889   10.4396 ***   0.0054 7.4351 0.0000 0.0000 
  pBank 0.0192   3.4316 ***   -0.0601   -13.0595 ***   -0.0501   -11.9261 ***   0.0007 8.9528 0.0000 0.0000 
  Growth 0.0021   0.3353     0.0056   0.9658     -0.0025   -0.3332     0.7376 1.2038 0.3342 0.7390 
  MB -0.0016   -1.5662     -0.0015   -1.9679 **   0.0008   0.8605     0.1183 1.2783 0.0491 0.3895 
  AbsTA 0.1800   4.3251 ***   0.1859   9.2435 ***   -0.0829   -2.7811 ***   0.0000 1.6292 0.0000 0.0054 
  AC -0.0079   -2.0681 **   -0.0028   -0.8078     0.0079   1.6767 *   0.0394 1.6149 0.4192 0.0936 
  Lag 0.0161   2.9781 ***   0.0065   1.4448     -0.0108   -1.5662     0.0031 1.4191 0.1485 0.1173 
  Busy 0.0012   0.3236     -0.0015   -0.3803     -0.0072   -1.2085     0.7465 1.1032 0.7038 0.2268 
  Intercept 0.0526   1.2386     -0.2554   -7.9776 ***   -0.2145   -4.7819 ***   0.2164 - 0.0000 0.0000 
Adj. R2 0.3030   -   -           
Number of Obs. 1133   636   497           
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Appendix 314: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong, EPTLong and RPTLong (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong -0.0008   -0.1951     -0.0071   -1.6739 *   -0.0038   -0.6654     0.8455 1.2682 0.0941 0.5058 
  EPTLong -0.0024   -0.5325     -0.0034   -0.7241     0.0003   0.0415     0.5947 1.1299 0.4690 0.9669 
  RPTLong -0.0009   -0.2175     -0.0028   -0.6741     0.0017   0.2585     0.8280 1.1016 0.5002 0.7960 
Audit Partner-Specific Variables                                     
  EPExp 0.0004   1.4623     -0.0001   -0.2520     -0.0007   -1.8804 *   0.1446 1.2528 0.8010 0.0600 
  RPExp -0.0003   -1.2983     0.0001   0.4694     0.0006   1.8750 *   0.1951 1.1868 0.6388 0.0608 
  EPAbility -0.0007   -0.1685     0.0027   0.5590     -0.0020   -0.3083     0.8663 1.0632 0.5762 0.7578 
  RPAbility -0.0025   -0.6283     -0.0010   -0.2667     -0.0015   -0.3067     0.5302 1.1438 0.7897 0.7591 
  Gender 0.0001   0.0204     0.0014   0.3894     -0.0022   -0.4299     0.9838 1.0817 0.6969 0.6673 
Audit Firm-Specific Variables                                     
  Big4 0.0048   0.9971     0.0049   1.2704     -0.0037   -0.6209     0.3195 2.0817 0.2040 0.5346 
  IndExp 0.0013   0.1859     0.0117   1.9998 **   -0.0058   -0.6750     0.8527 1.6885 0.0455 0.4997 
  Office -0.0006   -0.6933     0.0001   0.1630     0.0009   0.8299     0.4886 2.3465 0.8705 0.4066 
Client-Specific Variables                                       
  Age -0.0004   -0.2303     -0.0014   -1.0193     -0.0017   -0.8324     0.8180 1.4077 0.3080 0.4052 
  Size 0.0013   0.8711     0.0000   -0.0180     0.0000   -0.0088     0.3843 2.9238 0.9856 0.9930 
  OCF 0.0357   1.1875     -0.2316   -12.6025 ***   -0.1743   -8.5724 ***   0.2359 1.7698 0.0000 0.0000 
  Lev -0.1117   -2.7809 ***   0.3546   12.0541 ***   0.2866   10.3559 ***   0.0057 7.3883 0.0000 0.0000 
  pBank 0.0191   3.4027 ***   -0.0600   -13.0628 ***   -0.0498   -11.8468 ***   0.0008 8.9025 0.0000 0.0000 
  Growth 0.0022   0.3398     0.0052   0.9013     -0.0028   -0.3718     0.7343 1.2040 0.3674 0.7101 
  MB -0.0016   -1.5661     -0.0014   -1.9565 *   0.0007   0.8079     0.1183 1.2779 0.0504 0.4192 
  AbsTA 0.1803   4.3337 ***   0.1853   9.2280 ***   -0.0821   -2.7444 ***   0.0000 1.6254 0.0000 0.0061 
  AC -0.0080   -2.0711 **   -0.0020   -0.5693     0.0081   1.7302 *   0.0391 1.6267 0.5691 0.0836 
  Lag 0.0159   2.9765 ***   0.0071   1.5812     -0.0105   -1.5084     0.0031 1.4156 0.1138 0.1315 
  Busy 0.0013   0.3451     -0.0014   -0.3640     -0.0076   -1.2754     0.7302 1.1024 0.7159 0.2022 
  Intercept 0.0523   1.2435     -0.2582   -8.0767 ***   -0.2111   -4.7103 ***   0.2146 - 0.0000 0.0000 
Adj. R2 0.3032   -   -           
Number of Obs. 1133   636   497           
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Appendix 315: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort2, EPTShort2 and RPTShort2 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort2 0.0025   0.5572     -0.0006   -0.1410     -0.0099   -1.5496     0.5778 1.5262 0.8879 0.1212 
  EPTShort2 -0.0005   -0.1702     0.0006   0.1954     0.0019   0.4368     0.8650 1.4154 0.8451 0.6622 
  RPTShort2 0.0001   0.0197     0.0046   1.4323     0.0070   1.6379     0.9843 1.4197 0.1521 0.1014 
Audit Partner-Specific Variables                                     
  EPExp 0.0004   1.3127     -0.0001   -0.3701     -0.0007   -1.7664 *   0.1902 1.2814 0.7113 0.0773 
  RPExp -0.0003   -1.3146     0.0002   0.8378     0.0007   2.0550 **   0.1896 1.1848 0.4021 0.0399 
  EPAbility -0.0007   -0.1579     0.0030   0.6078     -0.0011   -0.1665     0.8747 1.0630 0.5433 0.8678 
  RPAbility -0.0025   -0.6338     -0.0006   -0.1565     -0.0006   -0.1147     0.5267 1.1483 0.8756 0.9087 
  Gender 0.0001   0.0180     0.0010   0.2673     -0.0026   -0.5024     0.9857 1.0829 0.7893 0.6154 
Audit Firm-Specific Variables                                     
  Big4 0.0048   1.0181     0.0054   1.3942     -0.0025   -0.4146     0.3094 2.0793 0.1633 0.6784 
  IndExp 0.0015   0.2048     0.0114   1.9414 *   -0.0065   -0.7640     0.8379 1.6901 0.0522 0.4449 
  Office -0.0006   -0.6668     0.0001   0.1129     0.0006   0.5258     0.5054 2.3659 0.9101 0.5990 
Client-Specific Variables                                       
  Age -0.0004   -0.2501     -0.0017   -1.2175     -0.0020   -0.9989     0.8026 1.4080 0.2234 0.3178 
  Size 0.0013   0.8944     -0.0006   -0.5109     -0.0004   -0.2977     0.3718 2.8152 0.6094 0.7660 
  OCF 0.0361   1.2025     -0.2308   -12.5548 ***   -0.1741   -8.5956 ***   0.2300 1.7684 0.0000 0.0000 
  Lev -0.1125   -2.8028 ***   0.3544   12.0268 ***   0.2908   10.5108 ***   0.0054 7.4165 0.0000 0.0000 
  pBank 0.0193   3.4264 ***   -0.0600   -13.0423 ***   -0.0504   -12.0051 ***   0.0007 8.9456 0.0000 0.0000 
  Growth 0.0020   0.3184     0.0053   0.9017     -0.0033   -0.4380     0.7504 1.2054 0.3672 0.6614 
  MB -0.0016   -1.5813     -0.0014   -1.9434 *   0.0008   0.8652     0.1148 1.2800 0.0520 0.3869 
  AbsTA 0.1796   4.3265 ***   0.1852   9.2249 ***   -0.0825   -2.7702 ***   0.0000 1.6284 0.0000 0.0056 
  AC -0.0079   -2.0592 **   -0.0025   -0.7326     0.0084   1.7989 *   0.0403 1.6138 0.4638 0.0720 
  Lag 0.0159   2.9669 ***   0.0063   1.4018     -0.0103   -1.4936     0.0032 1.4143 0.1610 0.1353 
  Busy 0.0013   0.3505     -0.0016   -0.4154     -0.0070   -1.1666     0.7262 1.1036 0.6778 0.2434 
  Intercept 0.0523   1.2356     -0.2521   -7.8916 ***   -0.2105   -4.7126 ***   0.2175 - 0.0000 0.0000 
Adj. R2 0.3033   -   -           
Number of Obs. 1133   636   497           
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Appendix 316: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong7, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong7 -0.0018   -0.5283     -0.0043   -1.4834     -0.0002   -0.0435     0.5977 1.2316 0.1380 0.9653 
  EPTLong5 0.0019   0.5213     0.0008   0.2321     -0.0042   -0.7836     0.6025 1.2220 0.8165 0.4333 
  RPTLong5 0.0035   1.0185     -0.0013   -0.3811     -0.0061   -1.2297     0.3092 1.1682 0.7031 0.2188 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1415     -0.0001   -0.5235     -0.0007   -1.7569 *   0.2545 1.2730 0.6006 0.0789 
  RPExp -0.0004   -1.5019     0.0001   0.5344     0.0007   2.0619 **   0.1341 1.1975 0.5931 0.0392 
  EPAbility -0.0008   -0.1793     0.0029   0.5872     -0.0026   -0.4014     0.8578 1.0645 0.5571 0.6881 
  RPAbility -0.0025   -0.6465     -0.0010   -0.2838     -0.0013   -0.2636     0.5184 1.1442 0.7765 0.7921 
  Gender 0.0000   0.0086     0.0012   0.3381     -0.0021   -0.4145     0.9932 1.0798 0.7353 0.6785 
Audit Firm-Specific Variables                                     
  Big4 0.0048   0.9876     0.0050   1.2821     -0.0044   -0.7204     0.3241 2.1000 0.1998 0.4712 
  IndExp 0.0012   0.1713     0.0117   1.9977 **   -0.0055   -0.6469     0.8641 1.6897 0.0458 0.5177 
  Office -0.0005   -0.5473     0.0002   0.2680     0.0009   0.8257     0.5845 2.4074 0.7887 0.4090 
Client-Specific Variables                                       
  Age -0.0002   -0.1372     -0.0012   -0.8342     -0.0017   -0.8519     0.8909 1.4426 0.4042 0.3943 
  Size 0.0013   0.8930     -0.0003   -0.2649     -0.0001   -0.0961     0.3725 2.8148 0.7911 0.9234 
  OCF 0.0370   1.2467     -0.2307   -12.5410 ***   -0.1744   -8.5855 ***   0.2134 1.7729 0.0000 0.0000 
  Lev -0.1151   -2.8859 ***   0.3544   11.9930 ***   0.2878   10.4253 ***   0.0042 7.4226 0.0000 0.0000 
  pBank 0.0196   3.5168 ***   -0.0598   -12.9792 ***   -0.0499   -11.8948 ***   0.0005 8.9489 0.0000 0.0000 
  Growth 0.0019   0.2919     0.0055   0.9502     -0.0017   -0.2241     0.7705 1.2048 0.3420 0.8227 
  MB -0.0016   -1.5759     -0.0014   -1.8897 *   0.0008   0.8284     0.1160 1.2777 0.0588 0.4074 
  AbsTA 0.1790   4.3130 ***   0.1855   9.1993 ***   -0.0844   -2.8278 ***   0.0000 1.6294 0.0000 0.0047 
  AC -0.0077   -2.0009 **   -0.0024   -0.7024     0.0075   1.6088     0.0462 1.6195 0.4825 0.1077 
  Lag 0.0161   3.0005 ***   0.0068   1.5263     -0.0108   -1.5544     0.0029 1.4192 0.1269 0.1201 
  Busy 0.0012   0.3190     -0.0012   -0.3001     -0.0071   -1.1994     0.7499 1.1032 0.7641 0.2304 
  Intercept 0.0521   1.2418     -0.2549   -7.9972 ***   -0.2081   -4.6577 ***   0.2152 - 0.0000 0.0000 
Adj. R2 0.3042   -   -           
Number of Obs. 1133   636   497           
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Appendix 317: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong8, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong8 0.0000   -0.0146     -0.0020   -0.6567     -0.0011   -0.2522     0.9884 1.2570 0.5114 0.8009 
  EPTLong5 0.0017   0.4674     0.0004   0.1214     -0.0041   -0.7785     0.6405 1.2153 0.9034 0.4363 
  RPTLong5 0.0033   0.9525     -0.0018   -0.5244     -0.0061   -1.2307     0.3415 1.1570 0.6000 0.2184 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1576     -0.0001   -0.4687     -0.0007   -1.7593 *   0.2479 1.2717 0.6393 0.0785 
  RPExp -0.0004   -1.4538     0.0001   0.5850     0.0007   2.0567 **   0.1470 1.1992 0.5586 0.0397 
  EPAbility -0.0007   -0.1528     0.0030   0.6126     -0.0027   -0.4270     0.8787 1.0654 0.5401 0.6694 
  RPAbility -0.0025   -0.6373     -0.0009   -0.2468     -0.0013   -0.2617     0.5244 1.1440 0.8050 0.7936 
  Gender 0.0000   -0.0021     0.0012   0.3332     -0.0021   -0.4011     0.9983 1.0793 0.7390 0.6883 
Audit Firm-Specific Variables                                     
  Big4 0.0051   1.0524     0.0053   1.3600     -0.0046   -0.7568     0.2934 2.0966 0.1738 0.4492 
  IndExp 0.0011   0.1585     0.0115   1.9523 *   -0.0055   -0.6464     0.8741 1.6897 0.0509 0.5180 
  Office -0.0006   -0.6193     0.0001   0.1502     0.0009   0.8521     0.5361 2.4084 0.8806 0.3942 
Client-Specific Variables                                       
  Age -0.0004   -0.2330     -0.0015   -1.0288     -0.0016   -0.8068     0.8159 1.4430 0.3036 0.4198 
  Size 0.0012   0.8446     -0.0003   -0.3173     -0.0001   -0.0702     0.3989 2.8285 0.7510 0.9441 
  OCF 0.0366   1.2351     -0.2305   -12.5024 ***   -0.1740   -8.5442 ***   0.2177 1.7772 0.0000 0.0000 
  Lev -0.1146   -2.8666 ***   0.3544   11.9680 ***   0.2873   10.3885 ***   0.0044 7.4472 0.0000 0.0000 
  pBank 0.0195   3.4841 ***   -0.0599   -12.9702 ***   -0.0498   -11.8587 ***   0.0006 8.9811 0.0000 0.0000 
  Growth 0.0019   0.2932     0.0058   0.9985     -0.0017   -0.2205     0.7695 1.2049 0.3180 0.8255 
  MB -0.0016   -1.5723     -0.0014   -1.8897 *   0.0008   0.8208     0.1169 1.2777 0.0588 0.4118 
  AbsTA 0.1789   4.3229 ***   0.1845   9.1391 ***   -0.0842   -2.8250 ***   0.0000 1.6295 0.0000 0.0047 
  AC -0.0077   -2.0146 **   -0.0025   -0.7082     0.0076   1.6195     0.0448 1.6242 0.4788 0.1053 
  Lag 0.0163   3.0205 ***   0.0069   1.5498     -0.0108   -1.5629     0.0027 1.4163 0.1212 0.1181 
  Busy 0.0011   0.2995     -0.0014   -0.3616     -0.0071   -1.2016     0.7647 1.1032 0.7176 0.2295 
  Intercept 0.0521   1.2366     -0.2542   -7.9643 ***   -0.2082   -4.6615 ***   0.2172 - 0.0000 0.0000 
Adj. R2 0.3039   -   -           
Number of Obs. 1133   636   497           
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Appendix 318: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong9, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong9 0.0006   0.1971     -0.0046   -1.4312     -0.0063   -1.3946     0.8438 1.2811 0.1524 0.1631 
  EPTLong5 0.0017   0.4605     0.0006   0.1597     -0.0042   -0.7844     0.6455 1.2146 0.8731 0.4328 
  RPTLong5 0.0032   0.9333     -0.0016   -0.4665     -0.0057   -1.1546     0.3514 1.1573 0.6409 0.2482 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1527     -0.0001   -0.4714     -0.0006   -1.6877 *   0.2499 1.2713 0.6374 0.0915 
  RPExp -0.0004   -1.4436     0.0001   0.5311     0.0007   2.0625 **   0.1498 1.1928 0.5953 0.0392 
  EPAbility -0.0006   -0.1453     0.0032   0.6515     -0.0035   -0.5519     0.8845 1.0637 0.5147 0.5810 
  RPAbility -0.0025   -0.6338     -0.0009   -0.2614     -0.0013   -0.2803     0.5267 1.1441 0.7938 0.7793 
  Gender 0.0000   -0.0040     0.0010   0.2859     -0.0016   -0.3111     0.9968 1.0793 0.7749 0.7557 
Audit Firm-Specific Variables                                     
  Big4 0.0052   1.0738     0.0052   1.3303     -0.0056   -0.9335     0.2837 2.0877 0.1834 0.3506 
  IndExp 0.0011   0.1536     0.0119   2.0207 **   -0.0057   -0.6678     0.8780 1.6899 0.0433 0.5043 
  Office -0.0006   -0.6419     0.0002   0.2302     0.0010   0.9353     0.5214 2.3861 0.8180 0.3496 
Client-Specific Variables                                       
  Age -0.0004   -0.2646     -0.0014   -0.9600     -0.0013   -0.6531     0.7915 1.4252 0.3371 0.5137 
  Size 0.0012   0.8116     -0.0002   -0.1571     0.0002   0.1482     0.4176 2.8707 0.8752 0.8822 
  OCF 0.0365   1.2304     -0.2308   -12.5396 ***   -0.1728   -8.5230 ***   0.2194 1.7724 0.0000 0.0000 
  Lev -0.1144   -2.8598 ***   0.3548   12.0078 ***   0.2868   10.4135 ***   0.0045 7.4158 0.0000 0.0000 
  pBank 0.0195   3.4818 ***   -0.0600   -13.0259 ***   -0.0498   -11.9174 ***   0.0006 8.9255 0.0000 0.0000 
  Growth 0.0019   0.3006     0.0052   0.8864     -0.0016   -0.2087     0.7639 1.2073 0.3754 0.8347 
  MB -0.0016   -1.5724     -0.0014   -1.8703 *   0.0007   0.7835     0.1168 1.2778 0.0614 0.4333 
  AbsTA 0.1789   4.3206 ***   0.1846   9.1544 ***   -0.0828   -2.7824 ***   0.0000 1.6293 0.0000 0.0054 
  AC -0.0078   -2.0128 **   -0.0023   -0.6629     0.0082   1.7507 *   0.0450 1.6277 0.5074 0.0800 
  Lag 0.0163   3.0191 ***   0.0071   1.5889     -0.0105   -1.5188     0.0027 1.4153 0.1121 0.1288 
  Busy 0.0011   0.2897     -0.0013   -0.3240     -0.0070   -1.1864     0.7722 1.1042 0.7459 0.2355 
  Intercept 0.0526   1.2452     -0.2576   -8.0534 ***   -0.2139   -4.7771 ***   0.2140 - 0.0000 0.0000 
Adj. R2 0.3040   -   -           
Number of Obs. 1133   636   497           
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Appendix 319: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong10, EPTLong5 and RPTLong5 (Less FreqAF_Switch) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong10 -0.0016   -0.4311     -0.0036   -0.9807     -0.0016   -0.3322     0.6667 1.2835 0.3267 0.7397 
  EPTLong5 0.0017   0.4705     0.0005   0.1256     -0.0042   -0.7953     0.6383 1.2132 0.9001 0.4265 
  RPTLong5 0.0034   0.9850     -0.0018   -0.5303     -0.0061   -1.2233     0.3253 1.1539 0.5959 0.2212 
Audit Partner-Specific Variables                                     
  EPExp 0.0003   1.1605     -0.0001   -0.4679     -0.0006   -1.7398 *   0.2467 1.2714 0.6398 0.0819 
  RPExp -0.0004   -1.4714     0.0001   0.5867     0.0007   2.0720 **   0.1422 1.1915 0.5574 0.0383 
  EPAbility -0.0007   -0.1674     0.0030   0.6110     -0.0027   -0.4277     0.8672 1.0640 0.5412 0.6689 
  RPAbility -0.0025   -0.6433     -0.0008   -0.2270     -0.0013   -0.2790     0.5205 1.1443 0.8205 0.7802 
  Gender 0.0000   -0.0037     0.0011   0.2979     -0.0021   -0.4046     0.9970 1.0792 0.7658 0.6857 
Audit Firm-Specific Variables                                     
  Big4 0.0050   1.0207     0.0054   1.3855     -0.0046   -0.7658     0.3082 2.0804 0.1659 0.4438 
  IndExp 0.0012   0.1679     0.0117   1.9922 **   -0.0056   -0.6551     0.8667 1.6900 0.0464 0.5124 
  Office -0.0006   -0.6076     0.0001   0.1358     0.0009   0.8358     0.5439 2.3674 0.8920 0.4033 
Client-Specific Variables                                       
  Age -0.0003   -0.2029     -0.0015   -1.0547     -0.0017   -0.8325     0.8393 1.4123 0.2916 0.4051 
  Size 0.0013   0.8883     -0.0002   -0.2006     0.0000   -0.0332     0.3751 2.8956 0.8410 0.9736 
  OCF 0.0368   1.2333     -0.2306   -12.5183 ***   -0.1742   -8.5890 ***   0.2184 1.7707 0.0000 0.0000 
  Lev -0.1150   -2.8660 ***   0.3540   11.9570 ***   0.2877   10.4284 ***   0.0044 7.4234 0.0000 0.0000 
  pBank 0.0195   3.4811 ***   -0.0599   -12.9796 ***   -0.0499   -11.9025 ***   0.0006 8.9332 0.0000 0.0000 
  Growth 0.0018   0.2763     0.0056   0.9522     -0.0017   -0.2275     0.7825 1.2067 0.3410 0.8200 
  MB -0.0016   -1.5745     -0.0014   -1.8688 *   0.0008   0.8097     0.1164 1.2778 0.0617 0.4181 
  AbsTA 0.1789   4.3220 ***   0.1839   9.1035 ***   -0.0840   -2.8156 ***   0.0000 1.6295 0.0000 0.0049 
  AC -0.0076   -1.9675 **   -0.0023   -0.6621     0.0076   1.6262     0.0500 1.6288 0.5079 0.1039 
  Lag 0.0163   3.0389 ***   0.0071   1.5868     -0.0107   -1.5493     0.0026 1.4155 0.1126 0.1213 
  Busy 0.0012   0.3184     -0.0014   -0.3603     -0.0071   -1.1851     0.7504 1.1043 0.7186 0.2360 
  Intercept 0.0512   1.2164     -0.2557   -7.9985 ***   -0.2092   -4.6708 ***   0.2247 - 0.0000 0.0000 
Adj. R2 0.3041   -   -           
Number of Obs. 1133   636   497           
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Appendix 320: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FT, EPT and RPT (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FT -0.0001   -0.2785     -0.0002   -0.5661     0.0001   0.2323     0.7808 1.4507 0.5713 0.8163 
  EPT 0.0003   0.3282     -0.0004   -0.5567     -0.0014   -1.2530     0.7429 1.3233 0.5777 0.2102 
  RPT 0.0005   0.7066     0.0004   0.5095     0.0000   0.0014     0.4803 1.2840 0.6104 0.9989 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.7294     0.0000   0.0646     -0.0003   -0.9607     0.4662 1.2887 0.9485 0.3367 
  RPExp -0.0003   -1.3870     -0.0001   -0.4639     0.0001   0.4599     0.1663 1.2046 0.6427 0.6456 
  EPAbility -0.0017   -0.4753     0.0013   0.3101     -0.0012   -0.2117     0.6349 1.0505 0.7565 0.8323 
  RPAbility -0.0010   -0.2688     -0.0026   -0.7916     -0.0023   -0.5023     0.7882 1.1444 0.4286 0.6154 
  Gender 0.0025   0.5747     0.0004   0.1169     -0.0034   -0.7582     0.5659 1.0783 0.9069 0.4483 
Audit Firm-Specific Variables                                     
  Big4 0.0077   1.8641 *   0.0045   1.2558     -0.0125   -2.3995 **   0.0631 2.0637 0.2092 0.0164 
  IndExp 0.0068   1.0793     0.0112   2.1298 **   -0.0138   -1.8037 *   0.2812 1.6709 0.0332 0.0713 
  Office -0.0006   -0.7376     0.0000   0.0494     0.0005   0.5887     0.4613 2.3361 0.9606 0.5560 
Client-Specific Variables                                       
  Age -0.0017   -1.1457     -0.0028   -2.2843 **   0.0008   0.4292     0.2527 1.4214 0.0224 0.6678 
  Size 0.0020   1.4659     -0.0002   -0.1933     -0.0011   -0.8734     0.1435 2.9741 0.8467 0.3824 
  OCF 0.0301   1.1032     -0.1966   -12.8653 ***   -0.1879   -9.9495 ***   0.2707 1.7486 0.0000 0.0000 
  Lev -0.1055   -2.6227 ***   0.3263   11.8092 ***   0.2608   10.2111 ***   0.0091 7.4690 0.0000 0.0000 
  pBank 0.0178   3.0209 ***   -0.0551   -13.1612 ***   -0.0487   -12.6856 ***   0.0027 9.0744 0.0000 0.0000 
  Growth -0.0015   -0.2680     0.0097   1.8674 *   0.0071   1.1729     0.7888 1.2010 0.0618 0.2408 
  MB -0.0008   -0.9221     -0.0010   -1.5588     0.0003   0.3381     0.3571 1.2355 0.1190 0.7353 
  AbsTA 0.1666   4.3526 ***   0.1584   9.2376 ***   -0.0733   -2.7572 ***   0.0000 1.6272 0.0000 0.0058 
  AC -0.0083   -2.4228 **   -0.0027   -0.8689     0.0091   2.1771 **   0.0159 1.6176 0.3849 0.0295 
  Lag 0.0143   3.3677 ***   0.0045   1.1267     -0.0171   -2.9546 ***   0.0008 1.4189 0.2599 0.0031 
  Busy -0.0013   -0.3668     -0.0058   -1.5973     -0.0034   -0.6816     0.7140 1.0780 0.1102 0.4955 
  Intercept 0.0474   1.2066     -0.2143   -7.2649 ***   -0.1545   -4.0187 ***   0.2284 - 0.0000 0.0001 
Adj. R2 0.3012   -   -           
Number of Obs. 1270   707   563           
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Appendix 321: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort, EPTShort and RPTShort (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort 0.0032   0.8912     0.0041   1.2574     0.0000   0.0076     0.3734 1.5786 0.2086 0.9940 
  EPTShort -0.0027   -0.8739     -0.0006   -0.2078     0.0056   1.2526     0.3827 1.4185 0.8354 0.2103 
  RPTShort -0.0041   -1.4867     -0.0050   -1.6479 *   -0.0015   -0.3470     0.1380 1.4112 0.0994 0.7286 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.6018     0.0000   -0.1993     -0.0003   -0.9582     0.5477 1.2672 0.8421 0.3380 
  RPExp -0.0003   -1.4538     -0.0001   -0.6393     0.0001   0.4116     0.1469 1.1789 0.5226 0.6806 
  EPAbility -0.0017   -0.4674     0.0014   0.3430     -0.0013   -0.2170     0.6405 1.0484 0.7316 0.8282 
  RPAbility -0.0012   -0.3211     -0.0029   -0.8703     -0.0024   -0.5333     0.7483 1.1467 0.3841 0.5938 
  Gender 0.0025   0.5979     0.0006   0.1900     -0.0031   -0.6906     0.5503 1.0779 0.8493 0.4898 
Audit Firm-Specific Variables                                     
  Big4 0.0075   1.8104 *   0.0044   1.2286     -0.0126   -2.4329 **   0.0711 2.0488 0.2192 0.0150 
  IndExp 0.0068   1.0878     0.0109   2.0867 **   -0.0137   -1.7931 *   0.2774 1.6703 0.0369 0.0730 
  Office -0.0005   -0.6585     0.0001   0.1379     0.0006   0.6302     0.5106 2.3362 0.8903 0.5286 
Client-Specific Variables                                       
  Age -0.0016   -1.0929     -0.0027   -2.2109 **   0.0009   0.5269     0.2752 1.3966 0.0270 0.5983 
  Size 0.0020   1.5267     -0.0002   -0.1632     -0.0011   -0.8561     0.1277 2.8877 0.8704 0.3919 
  OCF 0.0305   1.1159     -0.1951   -12.7792 ***   -0.1881   -9.9585 ***   0.2652 1.7469 0.0000 0.0000 
  Lev -0.1073   -2.6812 ***   0.3231   11.7106 ***   0.2593   10.1597 ***   0.0077 7.4750 0.0000 0.0000 
  pBank 0.0181   3.0812 ***   -0.0546   -13.0577 ***   -0.0485   -12.6412 ***   0.0022 9.0785 0.0000 0.0000 
  Growth -0.0015   -0.2798     0.0100   1.9227 *   0.0072   1.1931     0.7798 1.2006 0.0545 0.2328 
  MB -0.0008   -0.9170     -0.0010   -1.5465     0.0003   0.3383     0.3598 1.2340 0.1220 0.7351 
  AbsTA 0.1664   4.3599 ***   0.1579   9.2367 ***   -0.0749   -2.8195 ***   0.0000 1.6237 0.0000 0.0048 
  AC -0.0084   -2.4329 **   -0.0028   -0.9100     0.0091   2.1768 **   0.0155 1.6144 0.3628 0.0295 
  Lag 0.0142   3.3228 ***   0.0046   1.1412     -0.0172   -2.9897 ***   0.0010 1.4200 0.2538 0.0028 
  Busy -0.0014   -0.3782     -0.0058   -1.6004     -0.0037   -0.7339     0.7055 1.0767 0.1095 0.4630 
  Intercept 0.0532   1.3471     -0.2118   -7.1913 ***   -0.1596   -4.1416 ***   0.1788 - 0.0000 0.0000 
Adj. R2 0.3026   -   -           
Number of Obs. 1270   707   563           
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Appendix 322: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong, EPTLong and RPTLong (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong 0.0019   0.4903     -0.0048   -1.2009     -0.0042   -0.7987     0.6242 1.2506 0.2298 0.4245 
  EPTLong -0.0019   -0.4353     -0.0074   -1.6674 *   -0.0044   -0.7027     0.6636 1.1310 0.0954 0.4823 
  RPTLong 0.0028   0.7694     0.0020   0.4980     -0.0027   -0.4419     0.4422 1.1064 0.6185 0.6586 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.9191     0.0001   0.3201     -0.0004   -1.1169     0.3586 1.2369 0.7489 0.2640 
  RPExp -0.0003   -1.3210     -0.0001   -0.5201     0.0001   0.4556     0.1873 1.1738 0.6030 0.6487 
  EPAbility -0.0017   -0.4593     0.0012   0.2789     -0.0011   -0.1887     0.6463 1.0491 0.7803 0.8504 
  RPAbility -0.0009   -0.2389     -0.0030   -0.9001     -0.0025   -0.5425     0.8113 1.1427 0.3680 0.5875 
  Gender 0.0023   0.5558     0.0007   0.2208     -0.0032   -0.7045     0.5787 1.0783 0.8253 0.4811 
Audit Firm-Specific Variables                                     
  Big4 0.0078   1.8995 *   0.0042   1.1680     -0.0129   -2.4968 **   0.0583 2.0478 0.2428 0.0125 
  IndExp 0.0066   1.0611     0.0114   2.1779 **   -0.0138   -1.8070 *   0.2894 1.6679 0.0294 0.0708 
  Office -0.0006   -0.7829     0.0001   0.0756     0.0005   0.5566     0.4342 2.3062 0.9397 0.5778 
Client-Specific Variables                                       
  Age -0.0018   -1.2272     -0.0028   -2.2916 **   0.0010   0.5382     0.2205 1.3860 0.0219 0.5904 
  Size 0.0018   1.3225     -0.0001   -0.0741     -0.0009   -0.6966     0.1868 2.9910 0.9409 0.4861 
  OCF 0.0297   1.0851     -0.1981   -12.9938 ***   -0.1878   -9.9373 ***   0.2786 1.7467 0.0000 0.0000 
  Lev -0.1041   -2.5951 ***   0.3261   11.8526 ***   0.2593   10.1771 ***   0.0098 7.4308 0.0000 0.0000 
  pBank 0.0176   2.9942 ***   -0.0552   -13.2473 ***   -0.0485   -12.6454 ***   0.0029 9.0203 0.0000 0.0000 
  Growth -0.0015   -0.2747     0.0096   1.8439 *   0.0072   1.1887     0.7837 1.2000 0.0652 0.2345 
  MB -0.0008   -0.9226     -0.0010   -1.5222     0.0003   0.3317     0.3569 1.2330 0.1280 0.7401 
  AbsTA 0.1671   4.3742 ***   0.1593   9.3357 ***   -0.0746   -2.8064 ***   0.0000 1.6195 0.0000 0.0050 
  AC -0.0086   -2.4758 **   -0.0025   -0.7841     0.0095   2.2647 **   0.0138 1.6238 0.4330 0.0235 
  Lag 0.0141   3.3140 ***   0.0042   1.0395     -0.0172   -2.9751 ***   0.0010 1.4207 0.2986 0.0029 
  Busy -0.0014   -0.3738     -0.0060   -1.6623 *   -0.0030   -0.5902     0.7088 1.0764 0.0964 0.5551 
  Intercept 0.0503   1.2661     -0.2156   -7.3107 ***   -0.1571   -4.0899 ***   0.2063 - 0.0000 0.0000 
Adj. R2 0.3012   -   -           
Number of Obs. 1270   707   563           
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Appendix 323: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort2, EPTShort2 and RPTShort2 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort2 0.0066   1.6017     0.0011   0.3019     -0.0144   -2.7399 ***   0.1101 1.6885 0.7627 0.0061 
  EPTShort2 -0.0023   -0.7704     0.0019   0.6617     0.0078   1.9286 *   0.4416 1.4879 0.5082 0.0538 
  RPTShort2 -0.0022   -0.8502     0.0015   0.5244     0.0050   1.2247     0.3958 1.5194 0.6000 0.2207 
Audit Partner-Specific Variables                                     
  EPExp 0.0002   0.6841     0.0000   0.1009     -0.0003   -0.9077     0.4943 1.2610 0.9196 0.3640 
  RPExp -0.0003   -1.3258     0.0000   -0.1902     0.0002   0.6467     0.1857 1.1730 0.8492 0.5178 
  EPAbility -0.0019   -0.5185     0.0014   0.3428     -0.0003   -0.0499     0.6044 1.0490 0.7318 0.9602 
  RPAbility -0.0012   -0.3094     -0.0024   -0.7195     -0.0019   -0.4210     0.7572 1.1466 0.4718 0.6738 
  Gender 0.0027   0.6255     0.0001   0.0258     -0.0042   -0.9231     0.5320 1.0815 0.9795 0.3559 
Audit Firm-Specific Variables                                     
  Big4 0.0072   1.7583 *   0.0047   1.3100     -0.0118   -2.3083 **   0.0796 2.0437 0.1902 0.0210 
  IndExp 0.0073   1.1689     0.0112   2.1432 **   -0.0157   -2.0591 **   0.2432 1.6718 0.0321 0.0395 
  Office -0.0006   -0.7007     0.0000   -0.0393     0.0003   0.3467     0.4840 2.3165 0.9687 0.7289 
Client-Specific Variables                                       
  Age -0.0016   -1.1007     -0.0031   -2.4928 **   0.0006   0.3530     0.2718 1.3877 0.0127 0.7241 
  Size 0.0021   1.5844     -0.0003   -0.2818     -0.0016   -1.2541     0.1140 2.8897 0.7781 0.2098 
  OCF 0.0307   1.1223     -0.1968   -12.8898 ***   -0.1890   -10.0700 ***   0.2625 1.7476 0.0000 0.0000 
  Lev -0.1055   -2.6142 ***   0.3287   11.9168 ***   0.2646   10.4240 ***   0.0093 7.4402 0.0000 0.0000 
  pBank 0.0178   3.0222 ***   -0.0555   -13.2648 ***   -0.0495   -12.9485 ***   0.0027 9.0465 0.0000 0.0000 
  Growth -0.0016   -0.2910     0.0094   1.8059 *   0.0070   1.1601     0.7712 1.2039 0.0709 0.2460 
  MB -0.0008   -0.9468     -0.0010   -1.5965     0.0003   0.4029     0.3444 1.2354 0.1104 0.6870 
  AbsTA 0.1668   4.3740 ***   0.1583   9.2552 ***   -0.0713   -2.6983 ***   0.0000 1.6227 0.0000 0.0070 
  AC -0.0084   -2.4296 **   -0.0027   -0.8630     0.0097   2.3383 **   0.0156 1.6149 0.3881 0.0194 
  Lag 0.0141   3.3102 ***   0.0042   1.0609     -0.0170   -2.9623 ***   0.0010 1.4168 0.2887 0.0031 
  Busy -0.0013   -0.3657     -0.0059   -1.6248     -0.0031   -0.6242     0.7148 1.0773 0.1042 0.5325 
  Intercept 0.0485   1.2250     -0.2165   -7.3701 ***   -0.1559   -4.0834 ***   0.2214 - 0.0000 0.0000 
Adj. R2 0.3026   -   -           
Number of Obs. 1270   707   563           
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Appendix 324: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong7, EPTLong5 and RPTLong5 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong7 -0.0002   -0.0556     -0.0010   -0.3656     0.0004   0.1111     0.9557 1.2356 0.7147 0.9115 
  EPTLong5 0.0033   0.9070     0.0007   0.2212     -0.0065   -1.2985     0.3650 1.2282 0.8249 0.1941 
  RPTLong5 0.0044   1.3264     0.0038   1.1865     -0.0028   -0.5958     0.1856 1.1780 0.2354 0.5513 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5700     -0.0001   -0.2183     -0.0003   -0.9925     0.5690 1.2537 0.8272 0.3209 
  RPExp -0.0003   -1.4632     -0.0001   -0.5398     0.0002   0.5411     0.1443 1.1827 0.5893 0.5885 
  EPAbility -0.0016   -0.4268     0.0015   0.3557     -0.0015   -0.2563     0.6698 1.0509 0.7220 0.7977 
  RPAbility -0.0011   -0.2932     -0.0027   -0.8358     -0.0023   -0.5138     0.7695 1.1439 0.4033 0.6074 
  Gender 0.0024   0.5609     0.0006   0.1847     -0.0031   -0.6864     0.5752 1.0769 0.8535 0.4924 
Audit Firm-Specific Variables                                     
  Big4 0.0078   1.9084 *   0.0046   1.2763     -0.0128   -2.4523 **   0.0571 2.0612 0.2019 0.0142 
  IndExp 0.0065   1.0366     0.0108   2.0649 **   -0.0136   -1.7836 *   0.3006 1.6690 0.0389 0.0745 
  Office -0.0006   -0.7299     0.0001   0.0912     0.0006   0.5976     0.4659 2.3452 0.9274 0.5501 
Client-Specific Variables                                       
  Age -0.0018   -1.2120     -0.0028   -2.2911 **   0.0009   0.4901     0.2263 1.4254 0.0220 0.6241 
  Size 0.0019   1.4264     -0.0003   -0.2893     -0.0011   -0.8290     0.1546 2.8882 0.7723 0.4071 
  OCF 0.0307   1.1300     -0.1956   -12.8066 ***   -0.1886   -9.9912 ***   0.2592 1.7507 0.0000 0.0000 
  Lev -0.1073   -2.6742 ***   0.3233   11.6937 ***   0.2608   10.2412 ***   0.0078 7.4648 0.0000 0.0000 
  pBank 0.0180   3.0691 ***   -0.0547   -13.0708 ***   -0.0487   -12.6966 ***   0.0023 9.0666 0.0000 0.0000 
  Growth -0.0017   -0.3165     0.0102   1.9530 *   0.0075   1.2309     0.7518 1.2007 0.0508 0.2184 
  MB -0.0008   -0.9245     -0.0010   -1.5307     0.0003   0.3684     0.3559 1.2329 0.1258 0.7126 
  AbsTA 0.1655   4.3431 ***   0.1563   9.1389 ***   -0.0744   -2.8016 ***   0.0000 1.6240 0.0000 0.0051 
  AC -0.0081   -2.3369 **   -0.0026   -0.8207     0.0090   2.1506 **   0.0200 1.6178 0.4118 0.0315 
  Lag 0.0144   3.3977 ***   0.0048   1.1923     -0.0171   -2.9384 ***   0.0008 1.4207 0.2331 0.0033 
  Busy -0.0015   -0.4051     -0.0058   -1.5937     -0.0034   -0.6662     0.6856 1.0768 0.1110 0.5053 
  Intercept 0.0499   1.2752     -0.2142   -7.2900 ***   -0.1576   -4.1039 ***   0.2031 - 0.0000 0.0000 
Adj. R2 0.3030   -   -           
Number of Obs. 1270   707   563           
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Appendix 325: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong8, EPTLong5 and RPTLong5 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong8 0.0013   0.4497     0.0004   0.1542     -0.0008   -0.2029     0.6532 1.2503 0.8774 0.8392 
  EPTLong5 0.0032   0.8751     0.0006   0.1888     -0.0063   -1.2724     0.3821 1.2206 0.8502 0.2032 
  RPTLong5 0.0042   1.2862     0.0036   1.1220     -0.0027   -0.5742     0.1992 1.1654 0.2618 0.5658 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5783     -0.0001   -0.2094     -0.0003   -1.0043     0.5635 1.2525 0.8341 0.3152 
  RPExp -0.0003   -1.4195     -0.0001   -0.4854     0.0002   0.5271     0.1566 1.1844 0.6274 0.5982 
  EPAbility -0.0014   -0.3961     0.0016   0.3949     -0.0015   -0.2618     0.6922 1.0517 0.6929 0.7935 
  RPAbility -0.0011   -0.2940     -0.0027   -0.8265     -0.0023   -0.5074     0.7690 1.1439 0.4085 0.6119 
  Gender 0.0023   0.5591     0.0006   0.1949     -0.0030   -0.6656     0.5764 1.0766 0.8455 0.5057 
Audit Firm-Specific Variables                                     
  Big4 0.0081   1.9599 *   0.0048   1.3334     -0.0130   -2.4899 **   0.0508 2.0590 0.1824 0.0128 
  IndExp 0.0064   1.0254     0.0108   2.0521 **   -0.0136   -1.7768 *   0.3059 1.6688 0.0402 0.0756 
  Office -0.0007   -0.7836     0.0000   0.0088     0.0006   0.6221     0.4338 2.3472 0.9930 0.5339 
Client-Specific Variables                                       
  Age -0.0019   -1.3054     -0.0030   -2.3903 **   0.0010   0.5505     0.1926 1.4252 0.0168 0.5820 
  Size 0.0018   1.3666     -0.0004   -0.3480     -0.0010   -0.7915     0.1726 2.9032 0.7279 0.4287 
  OCF 0.0302   1.1161     -0.1959   -12.8134 ***   -0.1883   -9.9584 ***   0.2651 1.7546 0.0000 0.0000 
  Lev -0.1067   -2.6651 ***   0.3233   11.6914 ***   0.2603   10.2060 ***   0.0080 7.4834 0.0000 0.0000 
  pBank 0.0179   3.0574 ***   -0.0547   -13.0702 ***   -0.0486   -12.6406 ***   0.0024 9.0926 0.0000 0.0000 
  Growth -0.0017   -0.3137     0.0102   1.9710 **   0.0075   1.2329     0.7539 1.2007 0.0487 0.2176 
  MB -0.0008   -0.9243     -0.0010   -1.5464     0.0003   0.3597     0.3559 1.2329 0.1220 0.7191 
  AbsTA 0.1654   4.3524 ***   0.1563   9.1360 ***   -0.0743   -2.8002 ***   0.0000 1.6234 0.0000 0.0051 
  AC -0.0081   -2.3587 **   -0.0027   -0.8533     0.0090   2.1534 **   0.0189 1.6208 0.3935 0.0313 
  Lag 0.0145   3.4029 ***   0.0047   1.1826     -0.0173   -2.9816 ***   0.0007 1.4188 0.2370 0.0029 
  Busy -0.0015   -0.4150     -0.0058   -1.6098     -0.0034   -0.6648     0.6784 1.0768 0.1074 0.5062 
  Intercept 0.0503   1.2813     -0.2130   -7.2444 ***   -0.1571   -4.0943 ***   0.2009 - 0.0000 0.0000 
Adj. R2 0.3031   -   -           
Number of Obs. 1270   707   563           
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Appendix 326: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong9, EPTLong5 and RPTLong5 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong9 0.0003   0.1086     -0.0026   -0.8775     -0.0027   -0.6527     0.9135 1.2709 0.3802 0.5139 
  EPTLong5 0.0033   0.8939     0.0008   0.2244     -0.0062   -1.2584     0.3720 1.2195 0.8224 0.2082 
  RPTLong5 0.0043   1.3162     0.0039   1.2267     -0.0025   -0.5394     0.1889 1.1648 0.2200 0.5896 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5695     0.0000   -0.1779     -0.0003   -1.0006     0.5694 1.2526 0.8588 0.3170 
  RPExp -0.0003   -1.4529     -0.0001   -0.5917     0.0002   0.5294     0.1471 1.1792 0.5541 0.5965 
  EPAbility -0.0015   -0.4191     0.0015   0.3569     -0.0017   -0.2807     0.6754 1.0500 0.7212 0.7790 
  RPAbility -0.0011   -0.2923     -0.0027   -0.8301     -0.0024   -0.5176     0.7702 1.1440 0.4065 0.6048 
  Gender 0.0024   0.5591     0.0005   0.1555     -0.0029   -0.6452     0.5764 1.0766 0.8765 0.5188 
Audit Firm-Specific Variables                                     
  Big4 0.0079   1.9312 *   0.0045   1.2674     -0.0133   -2.5537 **   0.0542 2.0518 0.2050 0.0107 
  IndExp 0.0065   1.0302     0.0111   2.1169 **   -0.0138   -1.8055 *   0.3036 1.6688 0.0343 0.0710 
  Office -0.0006   -0.7435     0.0001   0.1636     0.0006   0.6282     0.4577 2.3319 0.8701 0.5299 
Client-Specific Variables                                       
  Age -0.0018   -1.2609     -0.0028   -2.2577 **   0.0011   0.6108     0.2082 1.4055 0.0240 0.5413 
  Size 0.0019   1.3996     -0.0002   -0.1811     -0.0009   -0.6899     0.1625 2.9433 0.8563 0.4903 
  OCF 0.0306   1.1269     -0.1954   -12.8062 ***   -0.1882   -9.9746 ***   0.2605 1.7493 0.0000 0.0000 
  Lev -0.1072   -2.6701 ***   0.3236   11.7093 ***   0.2602   10.2272 ***   0.0079 7.4592 0.0000 0.0000 
  pBank 0.0180   3.0631 ***   -0.0548   -13.0952 ***   -0.0486   -12.6866 ***   0.0024 9.0489 0.0000 0.0000 
  Growth -0.0017   -0.3107     0.0100   1.9154 *   0.0074   1.2135     0.7562 1.2026 0.0554 0.2249 
  MB -0.0008   -0.9246     -0.0009   -1.5020     0.0003   0.3418     0.3558 1.2330 0.1331 0.7325 
  AbsTA 0.1655   4.3484 ***   0.1560   9.1250 ***   -0.0742   -2.7965 ***   0.0000 1.6236 0.0000 0.0052 
  AC -0.0081   -2.3357 **   -0.0025   -0.7874     0.0092   2.1949 **   0.0201 1.6242 0.4310 0.0282 
  Lag 0.0144   3.3925 ***   0.0049   1.2316     -0.0172   -2.9878 ***   0.0008 1.4188 0.2181 0.0028 
  Busy -0.0015   -0.4099     -0.0057   -1.5550     -0.0033   -0.6609     0.6821 1.0780 0.1200 0.5086 
  Intercept 0.0502   1.2671     -0.2171   -7.3375 ***   -0.1583   -4.1283 ***   0.2059 - 0.0000 0.0000 
Adj. R2 0.3030   -   -           
Number of Obs. 1270   707   563           
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Appendix 327: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong10, EPTLong5 and RPTLong5 (Alternative Prediction Model) 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong10 -0.0004   -0.1025     0.0002   0.0622     0.0027   0.5885     0.9184 1.2663 0.9504 0.5562 
  EPTLong5 0.0033   0.8964     0.0007   0.1934     -0.0066   -1.3261     0.3706 1.2177 0.8466 0.1848 
  RPTLong5 0.0044   1.3459     0.0036   1.1397     -0.0029   -0.6221     0.1792 1.1606 0.2544 0.5339 
Audit Partner-Specific Variables                                     
  EPExp 0.0001   0.5741     -0.0001   -0.2102     -0.0003   -1.0058     0.5663 1.2529 0.8335 0.3145 
  RPExp -0.0003   -1.4655     -0.0001   -0.5018     0.0002   0.5422     0.1437 1.1782 0.6158 0.5877 
  EPAbility -0.0016   -0.4268     0.0016   0.3881     -0.0013   -0.2288     0.6697 1.0505 0.6979 0.8190 
  RPAbility -0.0011   -0.2929     -0.0027   -0.8290     -0.0023   -0.4963     0.7698 1.1441 0.4071 0.6197 
  Gender 0.0023   0.5570     0.0006   0.1894     -0.0031   -0.6880     0.5779 1.0766 0.8498 0.4914 
Audit Firm-Specific Variables                                     
  Big4 0.0078   1.9058 *   0.0048   1.3261     -0.0125   -2.3966 **   0.0575 2.0448 0.1848 0.0165 
  IndExp 0.0065   1.0343     0.0107   2.0435 **   -0.0133   -1.7456 *   0.3017 1.6689 0.0410 0.0809 
  Office -0.0006   -0.7395     0.0000   0.0299     0.0006   0.6120     0.4601 2.3190 0.9762 0.5405 
Client-Specific Variables                                       
  Age -0.0018   -1.2313     -0.0029   -2.3909 **   0.0008   0.4628     0.2190 1.3917 0.0168 0.6435 
  Size 0.0019   1.4054     -0.0003   -0.3368     -0.0012   -0.9084     0.1607 2.9648 0.7363 0.3636 
  OCF 0.0307   1.1265     -0.1958   -12.8256 ***   -0.1888   -10.0089 ***   0.2607 1.7474 0.0000 0.0000 
  Lev -0.1074   -2.6724 ***   0.3232   11.6897 ***   0.2612   10.2629 ***   0.0079 7.4649 0.0000 0.0000 
  pBank 0.0180   3.0634 ***   -0.0547   -13.0661 ***   -0.0487   -12.7320 ***   0.0024 9.0549 0.0000 0.0000 
  Growth -0.0017   -0.3177     0.0102   1.9689 **   0.0076   1.2546     0.7509 1.2021 0.0490 0.2096 
  MB -0.0008   -0.9250     -0.0010   -1.5436     0.0003   0.3919     0.3556 1.2330 0.1227 0.6951 
  AbsTA 0.1655   4.3559 ***   0.1562   9.1287 ***   -0.0746   -2.8109 ***   0.0000 1.6234 0.0000 0.0049 
  AC -0.0080   -2.3257 **   -0.0027   -0.8463     0.0088   2.0912 **   0.0206 1.6259 0.3974 0.0365 
  Lag 0.0145   3.4014 ***   0.0047   1.1824     -0.0172   -2.9787 ***   0.0007 1.4193 0.2371 0.0029 
  Busy -0.0015   -0.4011     -0.0058   -1.6078     -0.0035   -0.6847     0.6886 1.0783 0.1079 0.4936 
  Intercept 0.0497   1.2569     -0.2131   -7.2084 ***   -0.1566   -4.0852 ***   0.2096 - 0.0000 0.0000 
Adj. R2 0.3030   -   -           
Number of Obs. 1270   707   563           
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Appendix 328: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FT and Team 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FT -0.0002   -0.5361     -0.0005   -1.2389     -0.0001   -0.1863     0.5922 1.2781 0.2154 0.8522 
  Team -0.0001   -0.1193     -0.0007   -0.7588     -0.0006   -0.4597     0.9051 1.1348 0.4480 0.6457 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.0202     0.0001   0.5984     0.0001   0.3718     0.9839 1.2787 0.5496 0.7101 
  TeamAbility -0.0019   -0.6050     0.0000   -0.0107     -0.0022   -0.5400     0.5455 1.0996 0.9915 0.5892 
  Gender -0.0009   -0.2013     0.0016   0.4682     0.0018   0.3908     0.8406 1.0789 0.6397 0.6959 
Audit Firm-Specific Variables                   
  Big4 0.0047   1.0629     0.0053   1.4050 **   -0.0035   -0.6536     0.2885 2.0403 0.1600 0.5134 
  IndExp 0.0030   0.4504     0.0129   2.2840     -0.0044   -0.5565     0.6527 1.6740 0.0224 0.5779 
 Office -0.0004   -0.5412     0.0000   0.0056     0.0006   0.6325     0.5887 2.3318 0.9956 0.5271 

Client-Specific Variables                   
  Age -0.0006   -0.4150     -0.0021   -1.5214     -0.0019   -1.0823     0.6784 1.4090 0.1282 0.2791 
  Size 0.0015   1.0888     0.0004   0.3313 ***   -0.0001   -0.0473 ***   0.2770 2.9320 0.7404 0.9623 
 OCF 0.0436   1.5593 **   -0.2271   -13.1809 ***   -0.1799   -9.3762 ***   0.1198 1.7449 0.0000 0.0000 

  Lev -0.1000   -2.5021 ***   0.3482   13.2551 ***   0.2855   10.8343 ***   0.0128 7.3953 0.0000 0.0000 
  pBank 0.0172   3.0322     -0.0605   -14.7543     -0.0501   -12.6010     0.0026 8.9931 0.0000 0.0000 
  Growth -0.0029   -0.5025 *   -0.0021   -0.4089 **   -0.0029   -0.4271     0.6156 1.1993 0.6826 0.6693 
  MB -0.0017   -1.7888 ***   -0.0014   -2.0792 ***   0.0005   0.6126 ***   0.0745 1.2293 0.0376 0.5402 
  AbsTA 0.1813   4.4533 **   0.1935   10.8090     -0.0852   -3.0365 **   0.0000 1.6184 0.0000 0.0024 
  AC -0.0090   -2.4850 ***   -0.0042   -1.2421     0.0092   2.2016     0.0134 1.6027 0.2142 0.0277 
  Lag 0.0140   3.0857     0.0060   1.4204     -0.0095   -1.6146     0.0022 1.3956 0.1555 0.1064 
  Busy -0.0004   -0.1140     -0.0020   -0.5235 ***   -0.0052   -0.9939 ***  0.9093 1.0718 0.6006 0.3203 
  Y2008 0.0060   1.5469     0.0120   2.7626 ***   0.0028   0.4573     0.1228 1.6622 0.0057 0.6475 
  Y2009 0.0075   1.8865 *   0.0144   3.3076 ***   0.0001   0.0153     0.0600 1.7558 0.0009 0.9878 
  Intercept 0.0460   1.1671     -0.2527   -8.3533 ***   -0.2068   -5.3069 ***   0.2440 - 0.0000 0.0000 
Adj. R2 0.2914   -   -           
Number of Obs. 1270   701   569           
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Appendix 329: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort and TeamShort 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort 0.0013   0.3822     0.0024   0.8157     0.0014   0.3581     0.7026 1.2017 0.4147 0.7203 
  TeamShort -0.0015   -0.4159     0.0011   0.3194     0.0016   0.3022     0.6777 1.1832 0.7494 0.7625 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.0954     0.0001   0.5108     0.0001   0.3341     0.9240 1.2472 0.6095 0.7383 
  TeamAbility -0.0020   -0.6158     -0.0002   -0.0612     -0.0023   -0.5642     0.5384 1.0987 0.9512 0.5726 
  Gender -0.0008   -0.1848     0.0020   0.5639     0.0018   0.3885     0.8535 1.0786 0.5728 0.6976 
Audit Firm-Specific Variables                   
  Big4 0.0049   1.1009     0.0054   1.4463 **   -0.0034   -0.6432     0.2717 2.0279 0.1481 0.5201 
  IndExp 0.0029   0.4347     0.0127   2.2570     -0.0042   -0.5343     0.6641 1.6747 0.0240 0.5931 
 Office -0.0004   -0.5411     0.0000   -0.0669     0.0006   0.6674     0.5888 2.3277 0.9467 0.5045 

Client-Specific Variables                   
  Age -0.0007   -0.4587     -0.0022   -1.6078     -0.0019   -1.0771     0.6467 1.3847 0.1079 0.2814 
  Size 0.0015   1.0686     0.0002   0.2196 ***   -0.0001   -0.0439 ***   0.2860 2.8491 0.8261 0.9650 
 OCF 0.0434   1.5531 **   -0.2275   -13.1869 ***   -0.1804   -9.4119 ***   0.1213 1.7433 0.0000 0.0000 

  Lev -0.1003   -2.5044 ***   0.3487   13.2469 ***   0.2856   10.8358 ***   0.0127 7.3971 0.0000 0.0000 
  pBank 0.0172   3.0357     -0.0607   -14.7604     -0.0501   -12.5994     0.0026 8.9926 0.0000 0.0000 
  Growth -0.0028   -0.4927 *   -0.0018   -0.3472 **   -0.0028   -0.4201     0.6225 1.1988 0.7284 0.6744 
  MB -0.0017   -1.7848 ***   -0.0014   -2.0770 ***   0.0005   0.6314 ***   0.0751 1.2286 0.0378 0.5278 
  AbsTA 0.1808   4.4512 **   0.1931   10.7726     -0.0854   -3.0480 **   0.0000 1.6169 0.0000 0.0023 
  AC -0.0090   -2.4885 ***   -0.0044   -1.3063     0.0091   2.1690     0.0133 1.6027 0.1915 0.0301 
  Lag 0.0140   3.0713     0.0060   1.4340     -0.0096   -1.6351     0.0023 1.3967 0.1516 0.1020 
  Busy -0.0004   -0.1258     -0.0020   -0.5179 ***   -0.0052   -0.9972 ***  0.9000 1.0715 0.6046 0.3187 
  Intercept 0.0465   1.1527     -0.2575   -8.5430 ***   -0.2106   -5.3238 ***   0.2498 - 0.0000 0.0000 
Adj. R2 0.2914   -   -           
Number of Obs. 1270   701   569           
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Appendix 330: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong and TeamLong 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong -0.0009   -0.2185     -0.0073   -1.7410     -0.0048   -0.8797     0.8272 1.2404 0.0817 0.3790 
  TeamLong 0.0008   0.1045     -0.0044   -0.5675     0.0095   0.8262     0.9168 1.0548 0.5704 0.4087 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.0512     0.0001   0.4206     0.0000   0.2294     0.9592 1.2269 0.6740 0.8186 
  TeamAbility -0.0019   -0.6082     -0.0002   -0.0713     -0.0024   -0.5972     0.5434 1.0986 0.9431 0.5504 
  Gender -0.0009   -0.2035     0.0020   0.5617     0.0018   0.3921     0.8389 1.0757 0.5743 0.6950 
Audit Firm-Specific Variables                   
  Big4 0.0050   1.1304     0.0054   1.4484 **   -0.0031   -0.5690     0.2590 2.0237 0.1475 0.5693 
  IndExp 0.0029   0.4339     0.0129   2.2825     -0.0042   -0.5385     0.6646 1.6720 0.0225 0.5903 
 Office -0.0005   -0.5870     0.0000   -0.0552     0.0006   0.6304     0.5576 2.3052 0.9560 0.5284 

Client-Specific Variables                   
  Age -0.0007   -0.4864     -0.0021   -1.5896     -0.0019   -1.0664     0.6270 1.3816 0.1119 0.2862 
  Size 0.0015   1.0414     0.0005   0.5045 ***   0.0001   0.1085 ***   0.2984 2.9580 0.6139 0.9136 
 OCF 0.0433   1.5479 **   -0.2278   -13.2130 ***   -0.1816   -9.4410 ***   0.1225 1.7434 0.0000 0.0000 

  Lev -0.1002   -2.5063 ***   0.3476   13.2276 ***   0.2849   10.8203 ***   0.0126 7.3888 0.0000 0.0000 
  pBank 0.0172   3.0310     -0.0606   -14.7567     -0.0500   -12.5999     0.0026 8.9765 0.0000 0.0000 
  Growth -0.0028   -0.4888 *   -0.0016   -0.3260 **   -0.0029   -0.4247     0.6253 1.1983 0.7444 0.6710 
  MB -0.0017   -1.7838 ***   -0.0015   -2.1033 ***   0.0005   0.5780 ***   0.0753 1.2295 0.0354 0.5633 
  AbsTA 0.1809   4.4669 **   0.1920   10.7381     -0.0848   -3.0302 **   0.0000 1.6150 0.0000 0.0024 
  AC -0.0089   -2.4650 ***   -0.0038   -1.1263     0.0094   2.2413 *   0.0142 1.6094 0.2600 0.0250 
  Lag 0.0141   3.1142     0.0065   1.5576     -0.0097   -1.6581     0.0020 1.3954 0.1193 0.0973 
  Busy -0.0004   -0.1244     -0.0020   -0.5224 ***   -0.0050   -0.9628 ***  0.9011 1.0725 0.6014 0.3356 
  Intercept 0.0456   1.1503     -0.2595   -8.6207 ***   -0.2086   -5.3488 ***   0.2508 - 0.0000 0.0000 
Adj. R2 0.2912   -   -           
Number of Obs. 1270   701   569           
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Appendix 331: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTShort2 and TeamShort2 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTShort2 0.0037   0.9935     0.0005   0.1583     -0.0079   -1.6887     0.3212 1.2277 0.8742 0.0913 
  TeamShort2 0.0005   0.1929     0.0028   0.9334     0.0039   0.9396     0.8471 1.2550 0.3506 0.3474 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   0.0493     0.0001   0.6514     0.0001   0.3264     0.9607 1.2611 0.5148 0.7441 
  TeamAbility -0.0019   -0.6103     -0.0001   -0.0258     -0.0016   -0.4024     0.5420 1.1001 0.9794 0.6874 
  Gender -0.0008   -0.1940     0.0016   0.4690     0.0014   0.3049     0.8463 1.0804 0.6391 0.7605 
Audit Firm-Specific Variables                   
  Big4 0.0047   1.0557     0.0057   1.5074 **   -0.0025   -0.4619     0.2918 2.0229 0.1317 0.6442 
  IndExp 0.0031   0.4669     0.0126   2.2319     -0.0053   -0.6719     0.6409 1.6733 0.0256 0.5017 
 Office -0.0004   -0.5546     -0.0001   -0.0773 *   0.0004   0.4693     0.5795 2.3152 0.9384 0.6389 

Client-Specific Variables                   
  Age -0.0007   -0.4659     -0.0023   -1.7022     -0.0022   -1.2352     0.6416 1.3733 0.0887 0.2168 
  Size 0.0015   1.0976     0.0001   0.0958 ***   -0.0003   -0.2590 ***   0.2731 2.8483 0.9237 0.7956 
 OCF 0.0437   1.5604 **   -0.2273   -13.1826 ***   -0.1807   -9.4475 ***   0.1195 1.7441 0.0000 0.0000 

  Lev -0.0995   -2.4877 ***   0.3480   13.2433 ***   0.2847   10.8248 ***   0.0133 7.3827 0.0000 0.0000 
  pBank 0.0171   3.0199     -0.0606   -14.7644     -0.0501   -12.6271     0.0027 8.9791 0.0000 0.0000 
  Growth -0.0031   -0.5376 *   -0.0018   -0.3474 **   -0.0034   -0.5016     0.5912 1.2016 0.7283 0.6160 
  MB -0.0017   -1.8057 ***   -0.0014   -2.0745 ***   0.0006   0.6604 ***   0.0718 1.2295 0.0380 0.5090 
  AbsTA 0.1814   4.4752 **   0.1926   10.7567     -0.0861   -3.0825 **   0.0000 1.6157 0.0000 0.0021 
  AC -0.0090   -2.4870 ***   -0.0044   -1.2952     0.0096   2.2959     0.0133 1.6004 0.1953 0.0217 
  Lag 0.0139   3.0684     0.0059   1.3938     -0.0093   -1.5881     0.0023 1.3950 0.1634 0.1123 
  Busy -0.0004   -0.1127     -0.0021   -0.5580 ***   -0.0054   -1.0308 ***  0.9103 1.0717 0.5769 0.3026 
  Intercept 0.0435   1.0851     -0.2549   -8.4893 ***   -0.2042   -5.2011 ***   0.2786 - 0.0000 0.0000 
Adj. R2 0.2922   -   -           
Number of Obs. 1270   701   569           
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Appendix 332: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong7 and TeamLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong7 -0.0013   -0.4141     -0.0035   -1.2669     -0.0007   -0.1797     0.6790 1.1872 0.2052 0.8574 
  TeamLong5 0.0044   0.8414     -0.0015   -0.3089     -0.0074   -1.0468     0.4007 1.0897 0.7574 0.2952 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.1867     0.0001   0.4835     0.0001   0.4103     0.8520 1.2489 0.6287 0.6816 
  TeamAbility -0.0020   -0.6170     -0.0002   -0.0760     -0.0021   -0.5189     0.5376 1.0986 0.9394 0.6038 
  Gender -0.0008   -0.1780     0.0019   0.5482     0.0019   0.4157     0.8588 1.0762 0.5836 0.6776 
Audit Firm-Specific Variables                   
  Big4 0.0049   1.0949     0.0053   1.3999 **   -0.0037   -0.6918     0.2743 2.0405 0.1615 0.4891 
  IndExp 0.0027   0.4139     0.0128   2.2615     -0.0039   -0.5008     0.6792 1.6749 0.0237 0.6165 
 Office -0.0004   -0.5051     0.0000   0.0428     0.0006   0.6404     0.6138 2.3348 0.9659 0.5219 

Client-Specific Variables                   
  Age -0.0006   -0.4061     -0.0020   -1.4430     -0.0018   -1.0100     0.6849 1.4208 0.1490 0.3125 
  Size 0.0015   1.0658     0.0003   0.2551 ***   -0.0001   -0.0394 ***   0.2872 2.8562 0.7986 0.9686 
 OCF 0.0434   1.5668 **   -0.2271   -13.1736 ***   -0.1793   -9.3382 ***   0.1180 1.7465 0.0000 0.0000 

  Lev -0.1008   -2.5321 ***   0.3486   13.2452 ***   0.2847   10.8077 ***   0.0118 7.3860 0.0000 0.0000 
  pBank 0.0173   3.0706     -0.0606   -14.7421     -0.0500   -12.5851     0.0023 8.9833 0.0000 0.0000 
  Growth -0.0029   -0.5123 *   -0.0017   -0.3270 **   -0.0027   -0.3950     0.6087 1.1990 0.7437 0.6929 
  MB -0.0017   -1.7803 ***   -0.0014   -2.0307 ***   0.0005   0.6172 ***   0.0759 1.2289 0.0423 0.5371 
  AbsTA 0.1803   4.4418 **   0.1932   10.7798     -0.0849   -3.0296 **   0.0000 1.6196 0.0000 0.0024 
  AC -0.0088   -2.4421 ***   -0.0043   -1.2490     0.0091   2.1634     0.0151 1.6051 0.2117 0.0305 
  Lag 0.0140   3.0761     0.0062   1.4720     -0.0095   -1.6193     0.0023 1.3976 0.1410 0.1054 
  Busy -0.0004   -0.1094     -0.0018   -0.4778 ***   -0.0055   -1.0413 ***  0.9129 1.0716 0.6328 0.2977 
  Intercept 0.0462   1.1709     -0.2566   -8.5428 ***   -0.2081   -5.3445 ***   0.2424 - 0.0000 0.0000 
Adj. R2 0.2918   -   -           
Number of Obs. 1270   701   569           
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Appendix 333: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong8 and TeamLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong8 0.0000   0.0136     -0.0016   -0.5630     -0.0012   -0.2906     0.9891 1.2254 0.5735 0.7713 
  TeamLong5 0.0043   0.8231     -0.0017   -0.3609     -0.0075   -1.0563     0.4110 1.0884 0.7182 0.2908 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.1669     0.0001   0.4959     0.0001   0.4088     0.8676 1.2495 0.6200 0.6827 
  TeamAbility -0.0020   -0.6185     -0.0002   -0.0753     -0.0021   -0.5253     0.5366 1.0987 0.9400 0.5993 
  Gender -0.0008   -0.1863     0.0019   0.5309     0.0020   0.4220     0.8523 1.0757 0.5955 0.6730 
Audit Firm-Specific Variables                   
  Big4 0.0051   1.1452     0.0055   1.4722 **   -0.0038   -0.7100     0.2529 2.0381 0.1410 0.4777 
  IndExp 0.0026   0.3995     0.0127   2.2430     -0.0039   -0.4970     0.6898 1.6746 0.0249 0.6192 
 Office -0.0004   -0.5507     0.0000   -0.0253     0.0006   0.6525     0.5822 2.3376 0.9799 0.5140 

Client-Specific Variables                   
  Age -0.0007   -0.4948     -0.0022   -1.5986     -0.0018   -0.9739     0.6210 1.4214 0.1099 0.3301 
  Size 0.0014   1.0205     0.0002   0.1976 ***   0.0000   -0.0216 ***   0.3082 2.8717 0.8433 0.9827 
 OCF 0.0431   1.5576 **   -0.2270   -13.1487 ***   -0.1790   -9.3028 ***   0.1202 1.7508 0.0000 0.0000 

  Lev -0.1006   -2.5293 ***   0.3481   13.2079 ***   0.2844   10.7839 ***   0.0119 7.4031 0.0000 0.0000 
  pBank 0.0172   3.0594     -0.0606   -14.7159     -0.0499   -12.5586     0.0024 9.0096 0.0000 0.0000 
  Growth -0.0029   -0.5117 *   -0.0014   -0.2824 **   -0.0027   -0.3990     0.6092 1.1990 0.7777 0.6899 
  MB -0.0017   -1.7788 ***   -0.0014   -2.0418 ***   0.0005   0.6150 ***   0.0761 1.2290 0.0412 0.5385 
  AbsTA 0.1801   4.4489 **   0.1923   10.7298     -0.0848   -3.0294 **   0.0000 1.6187 0.0000 0.0025 
  AC -0.0088   -2.4484 ***   -0.0043   -1.2502     0.0091   2.1650     0.0148 1.6073 0.2112 0.0304 
  Lag 0.0141   3.0975     0.0062   1.4830     -0.0095   -1.6261     0.0021 1.3950 0.1381 0.1039 
  Busy -0.0004   -0.1208     -0.0020   -0.5157 ***   -0.0054   -1.0405 ***  0.9039 1.0715 0.6060 0.2981 
  Intercept 0.0465   1.1728     -0.2557   -8.5038 ***   -0.2083   -5.3485 ***   0.2417 - 0.0000 0.0000 
Adj. R2 0.2917   -   -           
Number of Obs. 1270   701   569           
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Appendix 334: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong9 and TeamLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong9 0.0004   0.1290     -0.0045   -1.4328     -0.0065   -1.5330     0.8974 1.2505 0.1519 0.1253 
  TeamLong5 0.0043   0.8231     -0.0018   -0.3805     -0.0073   -1.0398     0.4110 1.0884 0.7036 0.2984 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.1658     0.0001   0.4844     0.0001   0.4620     0.8684 1.2463 0.6281 0.6441 
  TeamAbility -0.0020   -0.6183     -0.0001   -0.0479     -0.0024   -0.5926     0.5368 1.0986 0.9618 0.5534 
  Gender -0.0008   -0.1872     0.0017   0.4864     0.0023   0.4918     0.8516 1.0757 0.6267 0.6228 
Audit Firm-Specific Variables                   
  Big4 0.0051   1.1556     0.0054   1.4383 **   -0.0047   -0.8788     0.2486 2.0303 0.1503 0.3795 
  IndExp 0.0026   0.3959     0.0129   2.2930     -0.0039   -0.4975     0.6924 1.6746 0.0218 0.6188 
 Office -0.0005   -0.5598     0.0000   0.0445     0.0007   0.7099     0.5760 2.3238 0.9645 0.4778 

Client-Specific Variables                   
  Age -0.0007   -0.5194     -0.0021   -1.5182     -0.0014   -0.7694     0.6038 1.4011 0.1290 0.4416 
  Size 0.0014   0.9978     0.0004   0.3598 ***   0.0003   0.2371 ***   0.3190 2.9115 0.7190 0.8126 
 OCF 0.0431   1.5532 **   -0.2271   -13.1777 ***   -0.1779   -9.2855 ***   0.1212 1.7458 0.0000 0.0000 

  Lev -0.1006   -2.5241 ***   0.3483   13.2387 ***   0.2844   10.8206 ***   0.0120 7.3848 0.0000 0.0000 
  pBank 0.0172   3.0532     -0.0606   -14.7557     -0.0500   -12.6197     0.0024 8.9743 0.0000 0.0000 
  Growth -0.0029   -0.5056 *   -0.0019   -0.3737 **   -0.0027   -0.3979     0.6134 1.2004 0.7086 0.6907 
  MB -0.0017   -1.7794 ***   -0.0014   -2.0191 ***   0.0005   0.5862 ***   0.0760 1.2290 0.0435 0.5577 
  AbsTA 0.1800   4.4455 **   0.1926   10.7616     -0.0830   -2.9710 **   0.0000 1.6189 0.0000 0.0030 
  AC -0.0089   -2.4432 ***   -0.0041   -1.2102     0.0095   2.2543     0.0150 1.6104 0.2262 0.0242 
  Lag 0.0141   3.0955     0.0064   1.5283     -0.0095   -1.6299     0.0021 1.3937 0.1264 0.1031 
  Busy -0.0004   -0.1255     -0.0018   -0.4830 ***   -0.0053   -1.0056 ***  0.9002 1.0727 0.6291 0.3146 
  Intercept 0.0468   1.1743     -0.2588   -8.5924 ***   -0.2134   -5.4692 ***   0.2410 - 0.0000 0.0000 
Adj. R2 0.2917   -   -           
Number of Obs. 1270   701   569           
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Appendix 335: Discretionary Accruals Joint Sensitivity Analysis: |DA|, DA+ and DA- on FTLong10 and TeamLong5 

    |DA|   DA+   DA-   |DA| DA+ DA- 

Variable Coeff.   t-Value     Coeff.   t-Value     Coeff.   t-Value     p-Value VIF p-Value                   
Test Variables                                       
  FTLong10 -0.0018   -0.5188     -0.0038   -1.0563     -0.0021   -0.4338     0.6042 1.2545 0.2908 0.6644 
  TeamLong5 0.0043   0.8272     -0.0017   -0.3624     -0.0074   -1.0447     0.4086 1.0885 0.7170 0.2962 
Audit Partner-Specific Variables                   
 TeamExp 0.0000   -0.1704     0.0001   0.4909     0.0001   0.4324     0.8648 1.2462 0.6235 0.6654 
  TeamAbility -0.0020   -0.6234     -0.0002   -0.0581     -0.0022   -0.5448     0.5334 1.0989 0.9537 0.5859 
  Gender -0.0008   -0.1885     0.0017   0.4837     0.0019   0.4182     0.8506 1.0757 0.6286 0.6758 
Audit Firm-Specific Variables                   
  Big4 0.0049   1.1041     0.0056   1.4876 **   -0.0039   -0.7246     0.2703 2.0229 0.1369 0.4687 
  IndExp 0.0027   0.4116     0.0129   2.2842     -0.0040   -0.5081     0.6809 1.6745 0.0224 0.6114 
 Office -0.0004   -0.5338     0.0000   -0.0222     0.0006   0.6320     0.5938 2.3124 0.9823 0.5274 

Client-Specific Variables                   
  Age -0.0006   -0.4506     -0.0022   -1.5983     -0.0018   -1.0091     0.6526 1.3871 0.1100 0.3129 
  Size 0.0015   1.0771     0.0003   0.3250 ***   0.0000   0.0286 ***   0.2822 2.9328 0.7452 0.9772 
 OCF 0.0433   1.5541 **   -0.2271   -13.1691 ***   -0.1792   -9.3482 ***   0.1210 1.7441 0.0000 0.0000 

  Lev -0.1010   -2.5287 ***   0.3475   13.1869 ***   0.2847   10.8142 ***   0.0119 7.3907 0.0000 0.0000 
  pBank 0.0173   3.0544     -0.0605   -14.7106     -0.0500   -12.5939     0.0024 8.9808 0.0000 0.0000 
  Growth -0.0030   -0.5224 *   -0.0016   -0.3216 **   -0.0028   -0.4092     0.6017 1.2001 0.7477 0.6824 
  MB -0.0017   -1.7802 ***   -0.0014   -2.0178 ***   0.0005   0.6006 ***   0.0759 1.2289 0.0436 0.5481 
  AbsTA 0.1801   4.4545 **   0.1918   10.7037     -0.0846   -3.0206 **   0.0000 1.6185 0.0000 0.0025 
  AC -0.0087   -2.4042 ***   -0.0041   -1.1952     0.0091   2.1794     0.0167 1.6125 0.2320 0.0293 
  Lag 0.0142   3.1162     0.0064   1.5259     -0.0094   -1.6129     0.0020 1.3941 0.1270 0.1068 
  Busy -0.0003   -0.0973     -0.0019   -0.5111 ***   -0.0053   -1.0151 ***  0.9225 1.0729 0.6093 0.3101 
  Intercept 0.0453   1.1430     -0.2572   -8.5467 ***   -0.2094   -5.3633 ***   0.2538 - 0.0000 0.0000 
Adj. R2 0.2918   -   -           
Number of Obs. 1270   701   569           
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Appendix 336: Discretionary Accruals Analysis – Overview of Results at Audit Firm Level 

Primary Analysis 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT  -0.0002 -0.5431 0.5874   -0.0005 -1.4071 0.1594   -0.0001 -0.1954 0.8451   
FT ≤ 2 0.0040 1.1045 0.2701   0.0018 0.5568 0.5777   -0.0066 -1.5171 0.1292   
FT ≤ 3 0.0009 0.2824 0.7778   0.0027 0.9689 0.3326   0.0016 0.4038 0.6864   
FT ≥ 7 -0.0012 -0.3874 0.6987   -0.0036 -1.2976 0.1944   -0.0007 -0.1819 0.8557   
FT ≥ 8 0.0001 0.0192 0.9847   -0.0018 -0.6120 0.5405   -0.0009 -0.2379 0.8120   
FT ≥ 9 0.0004 0.1330 0.8943   -0.0046 -1.4696 0.1417   -0.0063 -1.4757 0.1400   
FT ≥ 10 -0.0017 -0.4991 0.6180   -0.0039 -1.1095 0.2672   -0.0018 -0.3890 0.6972   
FT ≥ 11 -0.0009 -0.2208 0.8254   -0.0074 -1.7692 0.0769 * -0.0046 -0.8362 0.4030   

 
Less Highest and Lowest Decile of RoA 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT 0.0003 0.6760 0.4995   -0.0005 -1.4561 0.1454   -0.0005 -1.1191 0.2631   
FT ≤ 2 -0.0012 -0.4447 0.6568   -0.0001 -0.0415 0.9669   -0.0040 -1.0159 0.3097   
FT ≤ 3 -0.0003 -0.1001 0.9204   0.0026 0.9652 0.3344   0.0014 0.3986 0.6902   
FT ≥ 7 0.0019 0.7051 0.4813   -0.0039 -1.4337 0.1517   -0.0055 -1.5922 0.1113   
FT ≥ 8 0.0025 0.9454 0.3451   -0.0022 -0.7575 0.4488   -0.0055 -1.5277 0.1266   
FT ≥ 9 0.0026 0.8655 0.3874   -0.0051 -1.6575 0.0974 * -0.0076 -1.9818 0.0475 ** 
FT ≥ 10 0.0026 0.7898 0.4302   -0.0034 -0.9794 0.3274   -0.0045 -1.0483 0.2945   
FT ≥ 11 0.0024 0.6442 0.5199   -0.0081 -1.9827 0.0474 ** -0.0072 -1.4503 0.1470   
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Less FreqAF_Switch 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT -0.0001 -0.1727 0.8630   -0.0007 -1.7068 0.0879 * -0.0004 -0.6878 0.4916   
FT ≤ 2 0.0022 0.6050 0.5456   0.0028 0.7818 0.4343   -0.0051 -0.9254 0.3548   
FT ≤ 3 -0.0009 -0.2615 0.7939   0.0033 1.0823 0.2791   0.0048 1.0611 0.2886   
FT ≥ 7 -0.0009 -0.2609 0.7944   -0.0045 -1.5792 0.1143   -0.0016 -0.3925 0.6947   
FT ≥ 8 0.0007 0.2121 0.8322   -0.0023 -0.7793 0.4358   -0.0018 -0.4208 0.6739   
FT ≥ 9 0.0013 0.4220 0.6733   -0.0048 -1.5162 0.1295   -0.0071 -1.5670 0.1171   
FT ≥ 10 -0.0009 -0.2610 0.7942   -0.0039 -1.0844 0.2782   -0.0021 -0.4195 0.6748   
FT ≥ 11 -0.0002 -0.0445 0.9645   -0.0074 -1.7717 0.0764 * -0.0048 -0.8409 0.4004   

 

Alternative Prediction Model 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT 0.0000 0.0985 0.9216   -0.0002 -0.6208 0.5348   -0.0001 -0.2159 0.8291   
FT ≤ 2 0.0038 1.0559 0.2917   0.0034 1.1252 0.2605   -0.0063 -1.5160 0.1295   
FT ≤ 3 0.0000 -0.0082 0.9934   0.0013 0.5013 0.6162   0.0016 0.4246 0.6711   
FT ≥ 7 0.0011 0.3570 0.7213   -0.0003 -0.1333 0.8939   -0.0010 -0.2806 0.7790   
FT ≥ 8 0.0023 0.7642 0.4452   0.0009 0.3176 0.7508   -0.0017 -0.4442 0.6569   
FT ≥ 9 0.0013 0.3957 0.6926   -0.0022 -0.7285 0.4663   -0.0035 -0.8433 0.3990   
FT ≥ 10 0.0004 0.1045 0.9169   0.0005 0.1413 0.8876   0.0018 0.4063 0.6845   
FT ≥ 11 0.0026 0.6717 0.5022   -0.0045 -1.1220 0.2619   -0.0052 -0.9955 0.3195   
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Appendix 337: Discretionary Accruals Analysis – Overview of Results at Audit Partner Level 

Primary Analysis 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
EPT -0.0001 -0.1494 0.8813   -0.0002 -0.2765 0.7822   -0.0003 -0.2209 0.8251   
RPT -0.0004 -0.5693 0.5695   -0.0011 -1.3373 0.1811   -0.0006 -0.5242 0.6001   
EPT ≤ 2 0.0006 0.1995 0.8420   0.0000 0.0030 0.9976   -0.0010 -0.2648 0.7912   
RPT ≤ 2 0.0022 0.8425 0.4001   0.0041 1.4232 0.1547   0.0031 0.8133 0.4161   
EPT ≤ 3 0.0002 0.0737 0.9413   0.0011 0.3684 0.7125   0.0011 0.2493 0.8031   
RPT ≤ 3 0.0002 0.0849 0.9324   0.0035 1.1753 0.2399   0.0035 0.8570 0.3914   
EPT ≥ 5 0.0015 0.4139 0.6792   -0.0003 -0.0835 0.9334   -0.0037 -0.7276 0.4668   
RPT ≥ 5 0.0031 0.9155 0.3605   -0.0018 -0.5334 0.5938   -0.0057 -1.1967 0.2314   
EPT ≥ 6 -0.0029 -0.6746 0.5003   -0.0043 -0.9454 0.3444   0.0006 0.0955 0.9239   
RPT ≥ 6 -0.0006 -0.1638 0.8700   -0.0027 -0.6327 0.5269   0.0012 0.1891 0.8500   

 
Less FT ≤ 3 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
EPT 0.0003 0.3444 0.7308   -0.0001 -0.1439 0.8856   -0.0011 -0.8523 0.3940   
RPT 0.0003 0.3830 0.7020   -0.0011 -1.2708 0.2038   -0.0013 -1.1266 0.2599   
EPT ≤ 2 -0.0019 -0.5852 0.5589   -0.0001 -0.0243 0.9806   0.0036 0.8193 0.4126   
RPT ≤ 2 -0.0008 -0.2746 0.7838   0.0055 1.7423 0.0815 * 0.0093 2.1318 0.0330 ** 
EPT ≤ 3 -0.0010 -0.2923 0.7702   -0.0006 -0.1913 0.8483   0.0009 0.1892 0.8499   
RPT ≤ 3 -0.0004 -0.1534 0.8782   0.0037 1.2135 0.2249   0.0032 0.7283 0.4664   
EPT ≥ 5 0.0031 0.8095 0.4189   0.0019 0.5185 0.6041   -0.0046 -0.8696 0.3845   
RPT ≥ 5 0.0044 1.2522 0.2115   -0.0011 -0.3295 0.7418   -0.0047 -0.9673 0.3334   
EPT ≥ 6 -0.0018 -0.3966 0.6919   -0.0021 -0.4824 0.6295   -0.0010 -0.1521 0.8791   
RPT ≥ 6 -0.0002 -0.0480 0.9618   -0.0027 -0.6620 0.5080   0.0029 0.4485 0.6538   
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Less Highest and Lowest Decile of RoA 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
EPT 0.0002 0.3361 0.7370   0.0000 -0.0347 0.9724   -0.0004 -0.4300 0.6672   
RPT 0.0002 0.2250 0.8221   -0.0010 -1.3321 0.1828   -0.0010 -1.0185 0.3084   
EPT ≤ 2 0.0003 0.1025 0.9184   0.0001 0.0449 0.9641   -0.0017 -0.4861 0.6269   
RPT ≤ 2 -0.0005 -0.2270 0.8206   0.0031 1.1263 0.2600   0.0049 1.4494 0.1472   
EPT ≤ 3 -0.0017 -0.6330 0.5272   -0.0011 -0.3595 0.7192   0.0023 0.6156 0.5382   
RPT ≤ 3 0.0002 0.0689 0.9451   0.0045 1.5433 0.1228   0.0028 0.7838 0.4332   
EPT ≥ 5 0.0011 0.3788 0.7051   0.0013 0.3592 0.7194   -0.0028 -0.6265 0.5310   
RPT ≥ 5 0.0041 1.3307 0.1842   -0.0019 -0.5674 0.5704   -0.0072 -1.7239 0.0847 * 
EPT ≥ 6 -0.0001 -0.0193 0.9846   -0.0025 -0.5486 0.5833   -0.0009 -0.1516 0.8795   
RPT ≥ 6 0.0001 0.0277 0.9779   -0.0020 -0.4880 0.6255   -0.0011 -0.2039 0.8384   

 
Alternative Prediction Model 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
EPT 0.0002 0.2729 0.7851   -0.0005 -0.6844 0.4937   -0.0014 -1.2322 0.2179   
RPT 0.0005 0.6090 0.5429   0.0003 0.3818 0.7026   0.0001 0.0588 0.9531   
EPT ≤ 2 -0.0005 -0.1814 0.8561   0.0023 0.8242 0.4098   0.0038 0.9997 0.3175   
RPT ≤ 2 0.0000 -0.0149 0.9881   0.0019 0.7168 0.4735   0.0002 0.0634 0.9494   
EPT ≤ 3 -0.0017 -0.5622 0.5743   0.0007 0.2403 0.8101   0.0057 1.3259 0.1849   
RPT ≤ 3 -0.0030 -1.1106 0.2675   -0.0035 -1.2587 0.2081   -0.0015 -0.3722 0.7097   
EPT ≥ 5 0.0033 0.8967 0.3705   0.0007 0.1932 0.8468   -0.0064 -1.2951 0.1953   
RPT ≥ 5 0.0044 1.3245 0.1862   0.0036 1.1467 0.2515   -0.0027 -0.5866 0.5575   
EPT ≥ 6 -0.0019 -0.4396 0.6605   -0.0072 -1.6218 0.1049   -0.0045 -0.7244 0.4688   
RPT ≥ 6 0.0029 0.7864 0.4321   0.0016 0.4020 0.6877   -0.0027 -0.4395 0.6603   

 
Audit Partner Team Tenure 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
Team -0.0002 -0.2058 0.8371   -0.0010 -0.9804 0.3269   -0.0007 -0.4922 0.6226   
Team ≤ 2 0.0017 0.6453 0.5191   0.0030 1.0803 0.2800   0.0014 0.3729 0.7092   
Team ≤ 3 -0.0010 -0.2791 0.7803   0.0021 0.6293 0.5292   0.0021 0.4213 0.6736   
Team ≥ 5 0.0043 0.8235 0.4108   -0.0018 -0.3657 0.7146   -0.0074 -1.0514 0.2931   
Team ≥ 6 0.0008 0.1060 0.9156   -0.0044 -0.5578 0.5770   0.0097 0.8471 0.3970   
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Appendix 338: Discretionary Accruals Analysis – Overview of Results of the Joint Analysis 

Primary Analysis 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT -0.0002 -0.4792 0.6321   -0.0003 -0.8305 0.4062   0.0000 0.0015 0.9988   
EPT 0.0000 -0.0445 0.9645   -0.0001 -0.0883 0.9296   -0.0003 -0.2172 0.8280   
RPT  -0.0003 -0.4390 0.6609   -0.0009 -1.0672 0.2859   -0.0006 -0.5109 0.6094   
FT ≤ 2 0.0035 0.8143 0.4160   -0.0016 -0.4000 0.6892   -0.0114 -2.1225 0.0338 ** 
EPT ≤ 2 -0.0004 -0.1332 0.8941   0.0005 0.1493 0.8813   0.0019 0.4726 0.6365   
RPT ≤ 2 0.0010 0.3559 0.7221   0.0046 1.4542 0.1459   0.0066 1.6191 0.1054   
FT ≤ 3 0.0012 0.3019 0.7629   0.0007 0.1900 0.8493   -0.0001 -0.0116 0.9908   
EPT ≤ 3 -0.0001 -0.0443 0.9647   0.0009 0.2789 0.7803   0.0011 0.2405 0.8100   
RPT ≤ 3 -0.0002 -0.0684 0.9455   0.0032 0.9911 0.3216   0.0035 0.8067 0.4199   
FT ≥ 7 -0.0021 -0.6439 0.5200   -0.0033 -1.1507 0.2498   0.0005 0.1249 0.9006   
EPT ≥ 5 0.0017 0.4885 0.6255   0.0001 0.0345 0.9725   -0.0037 -0.7355 0.4620   
RPT ≥ 5 0.0034 1.0070 0.3146   -0.0011 -0.3389 0.7347   -0.0058 -1.2032 0.2289   
FT ≥ 8 -0.0006 -0.1967 0.8442   -0.0013 -0.4247 0.6710   -0.0003 -0.0824 0.9344   
EPT ≥ 5 0.0015 0.4265 0.6700   -0.0002 -0.0648 0.9483   -0.0036 -0.7223 0.4701   
RPT ≥ 5 0.0031 0.9328 0.3515   -0.0016 -0.4755 0.6344   -0.0057 -1.1913 0.2335   
FT ≥ 9 -0.0003 -0.0814 0.9352   -0.0042 -1.3230 0.1858   -0.0058 -1.3453 0.1785   
EPT ≥ 5 0.0015 0.4197 0.6750   0.0000 -0.0113 0.9910   -0.0035 -0.7005 0.4836   
RPT ≥ 5 0.0031 0.9195 0.3585   -0.0013 -0.3957 0.6923   -0.0053 -1.1019 0.2705   
FT ≥ 10 -0.0024 -0.6861 0.4931   -0.0034 -0.9436 0.3454   -0.0015 -0.3098 0.7567   
EPT ≥ 5 0.0015 0.4301 0.6674   -0.0002 -0.0474 0.9622   -0.0037 -0.7299 0.4655   
RPT ≥ 5 0.0032 0.9654 0.3350   -0.0015 -0.4623 0.6439   -0.0056 -1.1777 0.2389   
FT ≥ 11 -0.0013 -0.3313 0.7406   -0.0068 -1.6138 0.1066   -0.0042 -0.7660 0.4437   
EPT ≥ 6 -0.0030 -0.6770 0.4988   -0.0044 -0.9592 0.3375   0.0006 0.0908 0.9277   
RPT ≥ 6 -0.0006 -0.1472 0.8831   -0.0024 -0.5605 0.5752   0.0014 0.2134 0.8310   
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Less Highest and Lowest Decile of RoA 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT   0.0002 0.5353 0.5928   -0.0004 -0.9377 0.3484   -0.0004 -0.7720 0.4401   
EPT   0.0002 0.2295 0.8186   0.0001 0.1653 0.8687   -0.0003 -0.2690 0.7879   
RPT    0.0001 0.0851 0.9322   -0.0008 -1.0164 0.3095   -0.0008 -0.8204 0.4120   
FT ≤ 2 -0.0013 -0.3839 0.7013   -0.0038 -0.9650 0.3345   -0.0084 -1.7315 0.0834 * 
EPT ≤ 2 0.0006 0.2265 0.8209   0.0012 0.4006 0.6887   0.0005 0.1346 0.8929   
RPT ≤ 2 -0.0001 -0.0447 0.9644   0.0045 1.4378 0.1505   0.0074 2.0308 0.0423 ** 
FT ≤ 3 0.0007 0.2480 0.8043   0.0012 0.3647 0.7153   -0.0008 -0.1867 0.8519   
EPT ≤ 3 -0.0019 -0.6918 0.4895   -0.0015 -0.4664 0.6409   0.0026 0.6428 0.5204   
RPT ≤ 3 -0.0001 -0.0365 0.9709   0.0040 1.2553 0.2094   0.0031 0.7989 0.4244   
FT ≥ 7 0.0011 0.4103 0.6819   -0.0037 -1.3442 0.1789   -0.0041 -1.1656 0.2438   
EPT ≥ 5 0.0010 0.3345 0.7382   0.0018 0.5049 0.6136   -0.0023 -0.5149 0.6066   
RPT ≥ 5 0.0039 1.2581 0.2092   -0.0011 -0.3285 0.7425   -0.0066 -1.5628 0.1181   
FT ≥ 8 0.0020 0.7560 0.4502   -0.0016 -0.5543 0.5793   -0.0047 -1.3078 0.1909   
EPT ≥ 5 0.0010 0.3401 0.7340   0.0014 0.3784 0.7052   -0.0025 -0.5497 0.5825   
RPT ≥ 5 0.0039 1.2785 0.2020   -0.0016 -0.4943 0.6211   -0.0069 -1.6448 0.1000   
FT ≥ 9 0.0020 0.6796 0.4972   -0.0046 -1.4819 0.1384   -0.0072 -1.8505 0.0642 * 
EPT ≥ 5 0.0010 0.3604 0.7188   0.0014 0.4038 0.6863   -0.0026 -0.5936 0.5528   
RPT ≥ 5 0.0039 1.2829 0.2004   -0.0013 -0.3843 0.7008   -0.0066 -1.5767 0.1149   
FT ≥ 10 0.0022 0.6516 0.5151   -0.0028 -0.7950 0.4266   -0.0043 -1.0002 0.3172   
EPT ≥ 5 0.0011 0.3765 0.7068   0.0013 0.3669 0.7137   -0.0028 -0.6295 0.5290   
RPT ≥ 5 0.0039 1.3078 0.1918   -0.0016 -0.5011 0.6163   -0.0070 -1.6638 0.0962 * 
FT ≥ 11 0.0021 0.5686 0.5700   -0.0073 -1.7858 0.0741 * -0.0071 -1.4291 0.1530   
EPT ≥ 6 0.0000 0.0003 0.9998   -0.0027 -0.5899 0.5553   -0.0010 -0.1657 0.8684   
RPT ≥ 6 0.0000 -0.0087 0.9931   -0.0016 -0.3837 0.7012   -0.0009 -0.1646 0.8693   
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Less FreqAF_Switch 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT   -0.0001 -0.2313 0.8172   -0.0005 -1.1944 0.2323   -0.0002 -0.3550 0.7226   
EPT   0.0000 0.0436 0.9652   -0.0001 -0.0597 0.9524   -0.0006 -0.4518 0.6514   
RPT    -0.0001 -0.1965 0.8443   -0.0010 -1.1932 0.2328   -0.0008 -0.7068 0.4797   
FT ≤ 2 0.0025 0.5572 0.5778   -0.0006 -0.1410 0.8879   -0.0099 -1.5496 0.1212   
EPT ≤ 2 -0.0005 -0.1702 0.8650   0.0006 0.1954 0.8451   0.0019 0.4368 0.6622   
RPT ≤ 2 0.0001 0.0197 0.9843   0.0046 1.4323 0.1521   0.0070 1.6379 0.1014   
FT ≤ 3 -0.0009 -0.2189 0.8268   0.0018 0.4929 0.6221   0.0036 0.7077 0.4791   
EPT ≤ 3 0.0005 0.1429 0.8864   0.0002 0.0670 0.9466   0.0002 0.0378 0.9698   
RPT ≤ 3 -0.0003 -0.0950 0.9244   0.0028 0.8577 0.3910   0.0034 0.7603 0.4471   
FT ≥ 7 -0.0018 -0.5283 0.5977   -0.0043 -1.4834 0.1380   -0.0002 -0.0435 0.9653   
EPT ≥ 5 0.0019 0.5213 0.6025   0.0008 0.2321 0.8165   -0.0042 -0.7836 0.4333   
RPT ≥ 5 0.0035 1.0185 0.3092   -0.0013 -0.3811 0.7031   -0.0061 -1.2297 0.2188   
FT ≥ 8 0.0000 -0.0146 0.9884   -0.0020 -0.6567 0.5114   -0.0011 -0.2522 0.8009   
EPT ≥ 5 0.0017 0.4674 0.6405   0.0004 0.1214 0.9034   -0.0041 -0.7785 0.4363   
RPT ≥ 5 0.0033 0.9525 0.3415   -0.0018 -0.5244 0.6000   -0.0061 -1.2307 0.2184   
FT ≥ 9 0.0006 0.1971 0.8438   -0.0046 -1.4312 0.1524   -0.0063 -1.3946 0.1631   
EPT ≥ 5 0.0017 0.4605 0.6455   0.0006 0.1597 0.8731   -0.0042 -0.7844 0.4328   
RPT ≥ 5 0.0032 0.9333 0.3514   -0.0016 -0.4665 0.6409   -0.0057 -1.1546 0.2482   
FT ≥ 10 -0.0016 -0.4311 0.6667   -0.0036 -0.9807 0.3267   -0.0016 -0.3322 0.7397   
EPT ≥ 5 0.0017 0.4705 0.6383   0.0005 0.1256 0.9001   -0.0042 -0.7953 0.4265   
RPT ≥ 5 0.0034 0.9850 0.3253   -0.0018 -0.5303 0.5959   -0.0061 -1.2233 0.2212   
FT ≥ 11 -0.0008 -0.1951 0.8455   -0.0071 -1.6739 0.0941 * -0.0038 -0.6654 0.5058   
EPT ≥ 6 -0.0024 -0.5325 0.5947   -0.0034 -0.7241 0.4690   0.0003 0.0415 0.9669   
RPT ≥ 6 -0.0009 -0.2175 0.8280   -0.0028 -0.6741 0.5002   0.0017 0.2585 0.7960   
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Alternative Prediction Model 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT   -0.0001 -0.2785 0.7808   -0.0002 -0.5661 0.5713   0.0001 0.2323 0.8163   
EPT   0.0003 0.3282 0.7429   -0.0004 -0.5567 0.5777   -0.0014 -1.2530 0.2102   
RPT    0.0005 0.7066 0.4803   0.0004 0.5095 0.6104   0.0000 0.0014 0.9989   
FT ≤ 2 0.0066 1.6017 0.1101   0.0011 0.3019 0.7627   -0.0144 -2.7399 0.0061 *** 
EPT ≤ 2 -0.0023 -0.7704 0.4416   0.0019 0.6617 0.5082   0.0078 1.9286 0.0538 * 
RPT ≤ 2 -0.0022 -0.8502 0.3958   0.0015 0.5244 0.6000   0.0050 1.2247 0.2207   
FT ≤ 3 0.0032 0.8912 0.3734   0.0041 1.2574 0.2086   0.0000 0.0076 0.9940   
EPT ≤ 3 -0.0027 -0.8739 0.3827   -0.0006 -0.2078 0.8354   0.0056 1.2526 0.2103   
RPT ≤ 3 -0.0041 -1.4867 0.1380   -0.0050 -1.6479 0.0994 * -0.0015 -0.3470 0.7286   
FT ≥ 7 -0.0002 -0.0556 0.9557   -0.0010 -0.3656 0.7147   0.0004 0.1111 0.9115   
EPT ≥ 5 0.0033 0.9070 0.3650   0.0007 0.2212 0.8249   -0.0065 -1.2985 0.1941   
RPT ≥ 5 0.0044 1.3264 0.1856   0.0038 1.1865 0.2354   -0.0028 -0.5958 0.5513   
FT ≥ 8 0.0013 0.4497 0.6532   0.0004 0.1542 0.8774   -0.0008 -0.2029 0.8392   
EPT ≥ 5 0.0032 0.8751 0.3821   0.0006 0.1888 0.8502   -0.0063 -1.2724 0.2032   
RPT ≥ 5 0.0042 1.2862 0.1992   0.0036 1.1220 0.2618   -0.0027 -0.5742 0.5658   
FT ≥ 9 0.0003 0.1086 0.9135   -0.0026 -0.8775 0.3802   -0.0027 -0.6527 0.5139   
EPT ≥ 5 0.0033 0.8939 0.3720   0.0008 0.2244 0.8224   -0.0062 -1.2584 0.2082   
RPT ≥ 5 0.0043 1.3162 0.1889   0.0039 1.2267 0.2200   -0.0025 -0.5394 0.5896   
FT ≥ 10 -0.0004 -0.1025 0.9184   0.0002 0.0622 0.9504   0.0027 0.5885 0.5562   
EPT ≥ 5 0.0033 0.8964 0.3706   0.0007 0.1934 0.8466   -0.0066 -1.3261 0.1848   
RPT ≥ 5 0.0044 1.3459 0.1792   0.0036 1.1397 0.2544   -0.0029 -0.6221 0.5339   
FT ≥ 11 0.0019 0.4903 0.6242   -0.0048 -1.2009 0.2298   -0.0042 -0.7987 0.4245   
EPT ≥ 6 -0.0019 -0.4353 0.6636   -0.0074 -1.6674 0.0954 * -0.0044 -0.7027 0.4823   
RPT ≥ 6 0.0028 0.7694 0.4422   0.0020 0.4980 0.6185   -0.0027 -0.4419 0.6586   
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Audit Partner Team Tenure 

 |DA| DA+ DA- 
  Coeff. t-value p-Value   Coeff. t-value p-Value   Coeff. t-value p-Value   
FT -0.0002 -0.5361 0.5922   -0.0005 -1.2389 0.2154   -0.0001 -0.1863 0.8522   
Team -0.0001 -0.1193 0.9051   -0.0007 -0.7588 0.4480   -0.0006 -0.4597 0.6457   
FT ≤ 2 0.0037 0.9935 0.3212   0.0005 0.1583 0.8742   -0.0079 -1.6887 0.0913 * 
Team ≤ 2 0.0005 0.1929 0.8471   0.0028 0.9334 0.3506   0.0039 0.9396 0.3474   
FT ≤ 3 0.0013 0.3822 0.7026   0.0024 0.8157 0.4147   0.0014 0.3581 0.7203   
Team ≤ 3 -0.0015 -0.4159 0.6777   0.0011 0.3194 0.7494   0.0016 0.3022 0.7625   
FT ≥ 7 -0.0013 -0.4141 0.6790   -0.0035 -1.2669 0.2052   -0.0007 -0.1797 0.8574   
Team ≥ 5 0.0044 0.8414 0.4007   -0.0015 -0.3089 0.7574   -0.0074 -1.0468 0.2952   
FT ≥ 8 0.0000 0.0136 0.9891   -0.0016 -0.5630 0.5735   -0.0012 -0.2906 0.7713   
Team ≥ 5 0.0043 0.8231 0.4110   -0.0017 -0.3609 0.7182   -0.0075 -1.0563 0.2908   
FT ≥ 9 0.0004 0.1290 0.8974   -0.0045 -1.4328 0.1519   -0.0065 -1.5330 0.1253   
Team ≥ 5 0.0043 0.8231 0.4110   -0.0018 -0.3805 0.7036   -0.0073 -1.0398 0.2984   
FT ≥ 10 -0.0018 -0.5188 0.6042   -0.0038 -1.0563 0.2908   -0.0021 -0.4338 0.6644   
Team ≥ 5 0.0043 0.8272 0.4086   -0.0017 -0.3624 0.7170   -0.0074 -1.0447 0.2962   
FT ≥ 11 -0.0009 -0.2185 0.8272   -0.0073 -1.7410 0.0817 * -0.0048 -0.8797 0.3790   
Team ≥ 6 0.0008 0.1045 0.9168   -0.0044 -0.5675 0.5704   0.0095 0.8262 0.4087   
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