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Amir, E., Y. Guan, and G. Livne. February 2007. “Auditor Independence and the Cost
of Capital, Working Paper, London Business School.
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AR (0) = 0.030 — 0.0005 — 0.9 x 0.010 = 0.0205

AR (1) =0.020 — 0.0005 — 0.9 x 0.010 = 0.0105
CAR(-1, +1) = 1.0170 x 1.0205 x 1.0105 — 1 = 0.0487

: -2 o012 Ball and Brown Sw API INDEX -nnNavn .

AR (-3) = 0.020 - 0.0005 ~ 0.9x 0.010 = 0.0103
AR (-2) = 0.030 — 0.0005 ~ 0.9 x 0.010 = 0.0205
API (-2)=1x 1.0105 x 1.0205 = 1.0312

1.50-130=020 1
1.50~025-125%080=0.25
1.50-1.40=0.10

o



(25%) 2 9991m NYNY

DI YD DN

100 NPYN MDY

1,800 x 0.06 114 . M NOY
50 : 13y PY MDY
1,600 x 0.09 (144) PO PIP DY IMAN IR

DPDINN NP3 O02IN PNV NPYN

1,600
200
180

(300)
1,680

MYN NONNY SNY

MO NP MTPIN
PN Y023 BY o193 NIV
DI MOYUN

MY DY DO NY

120 PO NINSINN TO

DNANN MAPNONNA NPYn

1,900 MmYn N2 MnY MAPNNN
100 , PYN MY
114 1N MY

50 92y MY MY

(300 PDIY OPOYN

1,864 YN NIOY MM MDD

31.12.2006 31.12.2007 72192 NMAPNNNN MNNN
1,900 1,864 POI95 NMAY MANNN
1,600 1,680 VPN YD HY PN MY

300 184 VI MAPNIN
120 DIV NINND NN
180 . P01 (M) PP NND

264 PDI9Y NNAN MANHNN MWD

A%D D192 NNIYN P2 Y9N 36

200
300
36 x 0.30 P> NP T™HIO ON
200 x 0.30 701 NN
120 x 0.30 79971 NI MNNN 34
(200 - 120+ 36) x 0.30 34.8
200 IO NN
60 30% ©Un J1VN

60-252=348

MNY P NND
AP INAY TOIM NN NRYIN DY

200 (nPDI NYIP) TPOI 1IP NAINY
OND MNY
POIBN NNPA MTPaN

300 DY AN MAPNNT NAND
17010 (AMP) 3P MDD

oMb Yn
10.8 ANY N RIND
60 Dowh DN NN
0N MNNIN NOW
ONTY OYONRY NTINY Nt

:ONTY D0N2 NTINY NPT

120 TOON NI MYTA NIRNIN
(36) YRNYN PND NOPIIY NN

84  OMIDI MNYT DY NYOUN
25.2 DN MRNN TO

DNy OYOND ITINYY WION



(25%) 3 9991 HYNY
Mutisistivibl

Inventory signal: A Inventory A Sales. If % change in inventory exceeds % sales — negative
signal

Accounts Receivable signal: AAccounts Receivable - ASales. If % change in A/R exceeds %
sales — negative signal

Capital Expenditures signal: A Industry CAPEX - A Firm CAPEX. If % change in CAPEX
in the industry exceeds % change in firm CAPEX — negative signal

R&D signal: A Industry R&D - A Firm R&D. If %change in industry R&D exceeds %
change in firm R&D — negative signal

Gross Margin signal: A Sales - A Gross Margin. If % change in Sales exceeds % change in
Gross Margin — negative signal

SG&A signal: A SG&A - A Sales. If % change in SG&A exceeds % change in Sales —
negatlve signal

Doubtful Account signal: A Gross Receivables - A doubtful Accounts. If % Receivables
exceeds % doubtful accounts — earnings management — negative signal.

Effective Tax Rate signal: Pre Tax Income x (ETRt-1 — ETRt) IfETR decreases — earnings
are considered of lower quality — negative signal

Order Backlog signal: A Sales - A Order Backlog. If % change in Sales exceeds % change in
Backlog — negative signal
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O TOY ROIT IIPY ONPRD 1P KDY OYTOON DY 1NN MMIYN D00 — idvn sy namny .2
AR NN N NOD RONT LTOIM NN NYIT NYTHH INSIND MNS IPNHD MDY NION

TOINA VTN TION 2»NHNN Mvn B9 20N (Conditional Conservatism) nv9n nnny .3
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$ NI 7NN AN TN 10 T29Y .0Mavn

EPS;; / P = ao + a1 Returny + a; D x Returny , where D is “1” if return is negative and “0”
otherwise.
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