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2, FRIEPR PR X AR R B s, SR TR B MME. H(3)-(6)FIME R ER,
TCI 2 B FARIEG  PERMLA | A7 b FIAE B B 8500, BigFour R 3 R IE . 55 (4 )% BigFour 1)
FH0N 0.4907 , T S5HENEHAM 255 Frag A wl AR L, BEIE R DU HA o i A4 B RO S AN
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FirmRating BondRating
A
(1) (2) (3) (4) (5) (6)

BigFour 0.3010"7(0.09) | 0.4082"(0.11) | 0.3118™(0.08) | 0.4907"(0.10) | 0.17017(0.08) | 0.3307"(0.09)
FirmRating 2.7065"7(0.13) | 2.7270™7(0.13)
Maturity 0.2265°(0.13) | 0.5600"7(0.15) | —0.1747(0.18) | 0.0921(0.18)
Volume 0.0696(0.05) | 0.2360"(0.06) [-0.1844"(0.05)| —0.0595(0.06)
Guarantee 1.1439"(0.22) | 1.4783"7(0.26) | 2.3737"(0.34) | 2.5079"(0.35)
Guar Nature 0.1660"(0.08) | 0.1401(0.09) | 0.3106™(0.14) | 0.3108™(0.14)
Call 0.23067(0.10) | 0.0747(0.11) 0.1482(0.10) | 0.1024(0.13)
Put 0.0843(0.08) | -0.3491"(0.10) | —0.0720(0.11) | —0.2889™(0.13)
SOE 0.8003™7(0.07) | 0.8742"(0.08) | 0.6677"(0.07) | 0.7077"(0.08) | 0.0981(0.08) | 0.1848"(0.09)
First_Holding | 0.0071(0.00) | 0.0082"(0.00) | 0.0022(0.00) | 0.0037°(0.00) |—-0.0045"(0.00) | —0.0024(0.00)
Manager_Power | —0.0628(0.08) | —0.1037(0.09) | 0.0628(0.08) | 0.0628(0.08) | 0.23927(0.10) | 0.2544™(0.10)
CASH 0.77197(0.36) | 0.3261(0.43) | —0.5285(0.36) | —1.1643"7(0.42) | -1.4755""(0.44) | -1.7027"(0.50)
PPE 1.4535"(0.18) | 0.4319°(0.26) | 0.7498™(0.17) | —0.1956(0.24) | —0.4772"(0.19) | -0.5670(0.26)
LEV —2.4183™(0.26) | —2.5570"(0.31) [-2.6840"(0.26) | -2.3091"(0.30) | —1.2561"(0.34) | —=0.9056(0.36)
TIER 0.0002(0.00) | 0.00397(0.00) | —0.0008(0.00) | 0.00397(0.00) | 0.0007(0.00) | 0.0031(0.00)
Asset_Turnover | —0.0154(0.07) | 0.2724™(0.09) | —-0.1046(0.07) | 0.1613°(0.09) |—0.1930"(0.09) | —0.1387(0.12)
Sales_Growth  [-0.5137"7(0.12) | -0.4767"(0.13) | -0.2399(0.12) | —0.1588(0.13) | 0.3352°(0.18) | 0.3770"(0.19)
CFFO 0.1030(0.16) | 0.1420(0.18) | 0.2148(0.17) | 0.2377(0.19) | 0.3190(0.23) | 0.3134(0.25)
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(1) (2) (3) (4) (5) (6)
ROA 11.32837(1.15) [12.6586(1.37) | 6.8796 "(1.05) | 6.6430""(1.17) | -1.5172(1.27) | —1.4976(1.36)
LnAssets 1.402077(0.04) | 1.7964™(0.06) | 1.051477(0.04) | 1.0996™(0.06) | 0.13957(0.05) | 0.0443(0.06)
Rater/Industry/Year No Yes No Yes No Yes
N 1889 1889 1889 1889 1889 1889
Pseudo R* 0.496 0.578 0.410 0.485 0.684 0.705
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Ll
(1) (2)
BigFour 0.4905"(0.08) 0.7181"(0.10)
Orthrat 2.2609"7(0.12) 2.6057"(0.13)
Controls Yes Yes
Rater/Industry/Year No Yes
N 1889 1889
Pseudo R” 0.588 0.690
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P o 28T 5 ) P B — P Azl i 2 A5 Tl R R A T . R R Tl A B TR AR X AR AR B R R
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Can Business and Financial Information Integration Help Reduce Audit Fee?

——FEmpirical evidence from A-share listed companies

Yu Yingmin Huang Jing Li Zhe

Abstract: With the heighteded requirements on information timeliness and accuracy, as well as continuous
development of management accounting in China, more and more enterprises apply Business and Financial
Information Integration (BFII) to corporate management. This paper studies the impact of BFII on audit fees.
Using data of A-share listed companies in China from 2008 to 2018, we find that the adoption of BFII can reduce
audit cost. BFII companies are identified through the textual analysis of management discussion and analysis
(MD&A) in the annual report. OLS empirical results show that BFII adoption is conducive to the reduction of
audit fees. The results of propensity score matching (PSM) and difference-in-differences (DID) test also verify
the causal relationship between BFII and audit fees. After controlling of enterprise size, the influence of BFII on
the reduction of audit fee stays significant. We also find that BFII can reduce audit fees by effectively reducing the
efforts required by auditors.

Keywords: business and financial information integration (BFII), audit fee, management discussion and analysis
(MD&A), textual analysis
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Ronald A. Dye. 1993. Auditing Standards, Legal Liability, and Auditor Wealth[J]. Journal of Political Economy, 101(5): 887-914.

The Information Value and Insurance Value of Audit

Evidence based on difference between issuer rating and debt rating

Wang Fang LiuQi Yang Guochao

Abstract: Issuer rating reflects the probability of default of the bond issuer, while debt rating reflects the investor's
recovery of the bond after the issuer defaults. They have different meaning. This paper finds out that the listed
company that hires the Big Four audit firms has a higher issuer rating, and that when controlling the information
value of audit in the issuer rating, the debt rating is also higher. The impact of the Big Four on the issuer rating and
debt rating is more significant in private enterprises and issuers without guarantee, indicating that the information
value and the insurance value of audit plays a greater role when the credit risk is high. Compared with the Non-
Big Four, high earnings quality companies hiring the Big Four obtains higher issuer rating, which proves the
information value of audit. The debt rating of audited companies decrease significantly after related accounting
firms was sued, which proves the insurance value of audit. The research results contribute to audit literature and
provide reference to regulations in bond market.

Keywords: audit, information value, insurance value, issuer rating, debt rating
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