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Fe i

Used financial statement restatements of Taiwanese lised companies as indicator of
audit failure, and built a Deep learning models based on Fully Connected Feedforward
Network framework to predict audit failure, then used semi-supervised learning and
Noting methods to improve prediction outcome. The predictive ability was signigicantly

improved compared with the logistic regression model of the control group.

Code: https://github.com/R07722005/Audit_Failure Prediction

Keywords: Auditor, Audit Failure, Deep Learning, Machine Learning
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Nobody exists on purpose, nobody belongs anywhere, everybody's gonna die.
Come watch TV.
—Morty Smith
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Fig. 3-6 Loss & 4 # §) » * & % Cross Entropy > & f 5 T £ 25¢

¥ 7 &  Gradient Descent

AT F - BB (woigh)FT £ 5 4 e S b 9 R ET » Loss
Function ¥ 2} = — B § A= R 72 ¥7e0+ & > 4o Fig. 3-6 ® #d & - A/ a0 -
B AR - jEE E ke Loss 0 @ BT e e & M Loss 0~ %&{ﬁfﬁiﬁ»ﬂ
PR MEEn Y o FER BN 2IMEE 2L Loss € ALiE TR AR ¥

Gradient Descent % 3% 11 & % o

o

BifLoss o= e jU¢ Wi E - BER-P FHBAFDE 2o d - ] H>
R T - Bhenfl Sk S m B A - o] o bk 3 e B M ERE R B (S g E A S G

0 e idghom & {FF|p A %2 % Jo Loss Function % — B € ik tics » 850

B f@;rév:%_ﬁk‘»f“"" vt B (Gradient) » 7 % B 8VAT om 57 & FEAMKE > Z
B H#R AL 2 Gradientr 1 g P &M EE - 2 7 322 Gradient ¥ & € 3

% % 2 4. 2016a. ML Lecture 1: Regression - Case Study. YouTube.

https://www.youtube.com/watch?v=fegAeph9UaA. (18:59-38:14)
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Jk engh L B i w 2R E i BEm i > 3T AR Gradient PF € 3 b - B Bk L4
Gradient e & & & - i B #cfi-2 3 LeamningRate» ¥ * #5in £ 7 o 11+ ¥

* 2NEBT T o

w =w" —pVLoss(w™)

(3.7)

",% 7 B A # e Gradient Descent *F > # B 5 3F A, do- TR - T F R

S

¢ Stochastic Gradient Descent 2 ~ it 53 &J2 & % 47 chp % ficeh Adagrad » & &

Adagrad ¥ 4c » B E PEA ch Adam P> 4 F_A#H 2 ¢ ariE r ch jE o

% = &  Backpropagation

% Deep Learningmodel # 3% & = & - S g & { 37> 2 & §1 5 - B & B (node)
dE - BRERE - s BB BERR S * § i ek 2 # B Gradient
L & FEps #711 & @ * Backpropagation %+ & Gradient- # ¢ 3% 3 Backpropagation
T3 &.4p - 802 ** Gradient Descent *t HEFE 2 0m #_4p Backpropagation fjﬁ,{gi
¥ Gradient Descent e+ EL o

% B 45 4 % Backpropagation % 0 A % &K T B F 0 A FBR)E T ot~ 3
- W BB A R E A fE e % 0 X3 (3.9)R & 4o fE 2N % » 5] Activation
Function 2. ¥ ° ;%3 (3.10)#* % Output Layer £ i# * 1 Softmax Function - ;% & (3.11)
% & ¢ * Cross Entropy % 4 /¥ Loss Function® ¥ i % {¢ * ¥ — — i Training Data

#73h 8 e Loss o 3%+ (3.12) % % #7F Training data & 1} k 1 Loss 4r e % o

z:zn:wixi +b (3.8)

i=1

21 Bishop, C. M. 2006. Pattern recognition and machine learning: springer. (pp.239-240)
28 % % . 2016¢c. ML Lecture 3-1: Gradient Descent. YouTube.
https://www.youtube.com/watch?v=yKKNr-QKz2Q.

2% ——— 2016f. ML Lecture 9-1: Tips for Training DNN. YouTube. (35:50-54:46)

80 ———_2016e. ML Lecture 7: Backpropagation. YouTube.

https://www.youtube.com/watch?v=ibJpTrpSmcE.
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a(z) =max(0, z) 3.9)

o(2), = — (3.10)
Ser

C(0) =3y, In(o(2)) (3.11)

Loss(o) :—_Zs:Ci (o) (3.12)

FEFEE BRE DB 0 PR &Y Loss Function wikfics » >t 85 8+

(3.13) -

aicw)

oLoss(o) “F
ow ow

(3.13)

WS F % A B3 E & B Training Data ¢ Cross Entropy % 3 ¥ 5 # 7 Loss:
l;ﬁd B g A PdEG T e 3 (3.14):
ic_aac
ow ow oz
wH z RS F AR AR AR R PR Rl x(N UL - K S

(3.14)

ke de) o @z 3 C s RIF CUEd oS @4 AT T 203 (BU15):

o _oaxc
0z 07 oa

7 $ta i — P k3 E 0 2 $ ReLU ailch & 13 0 5 00 <350 %35 0

(3.15)

PER) S 1om z % Cehipiied fI¥ deh dg s T 033165350
C &éz'ac
8_: 8_8_I (3.]6)
da “ odaoz

d 3t afq CapPhrragivts T fagap Fapd »T- fhziEga -

H 3 Coorrt a$t Canipieh 7 0 & a T - K 4T & Bz GRS ((3.16)¢

31 Hoskiss. 2020. [ # Z £ # ] Backpropagation with Softmax / Cross Entropy 2019 [cited December 2

2020]. Available from https://medium.com/hoskiss-stand/backpropagation-with-softmax-cross-entropy-
d60983b7b245.
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ip RAT - Krdeg & i) R T - Rty 2z 8 C Ripsics o mitE a
HT - ko5 &8 z hifpes (X E Taéﬁg‘?@ BINT - KT S EREE
wo @z ¥ C A Blx ¢ w BN T (3.15) 0 ik H Ererid 4 15 0 & i 3] Output
Layer » @ Output Layer s ;8407 @ (3.17):

oC o0aoC
o _cadct (3.17)
0z 07 o0a

NS¢ g4t ahipice BRI EL woit a¥ C enjics 54F Softmax Function

B is 6 WL T et 3 (3.18) O

oC -

—=0(2), Y, 318

a (2)i -y, (3.18)
a¥t C s H [t 5 5 Softmax 3 B 6 ehz B d 27 T DAy &
Output Layer 7 Gradient #3583k » Zfpper @457 50 - K 975 & 2hih

Gradient » — B & W & F & c0& 2k o 3245 /% _Output Layer = {5 & eads (¥ P f2.

Backpropagation
-8 %

H- -ﬁ- &z = Deep Learning model % =~ % *f# Rl lv’”f | * Loss Function 3=z fi-

Alerr> 112 4efe 4] * Backpropagation § ¥ Gradient Descent o 3 i e 11 F it =
&gRe &3 A B L python ¢ PyTorch £ i*2 ¢ » 4|% PyTorch & i+t j3 & f& & *

g R kRS 3+ 5 Deep Learning model » 38 3" SUH] eig » P 7% 14 o
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) 3

Ig FEiiE
AR EAN LA TEIH T4 © - wRRE Y BA kAR R
ToEVRFAFVARGAPRE AREALR Y DR p Rl T

AR

-8 FHERD

o T S BEAITR TR g o R 23 e 2 E R (3%
TDR)4r £+ A2 ¥(7% ¢ TDR)#F R ® #hffl o K TE] 3+ & FA T FH LD T iz

2GR -ZPERPB S ALELE R UE IFRSUEE A A(HFE)-244%% T
TALFEA CWEERZ BEREL CRESE LY 2P T AP PR
R G AT BRI B Lk L AR Y o Flco £ 0 TE) $3F
AR TARES T RRETREY EHRTF L R TN 3R
% =i \;;gégpg&ﬁ??r%\};ig(;%;q)ég TR A AR F €3~ £ 1 £ 4 5E/CPA |
FALNTATE ¥ Y5 2006 &3 2019 # > & 7 F4per E4F o
- FiAK

FRAPEAAIFA TR R NPT R Y MR LA T RRN L F AL e
hoo SRR TEIHY TE] 33 S P FREOFE SE-EEETREY B

FERTIMBELALHOTHEEFE RF o d wF AL gL
P REDEPRALA AL LS A TFE P RAEF A AL L TN E %R TS
§3 RRIRE L ok P AULREY FI%f o TR Y E S R Fl4e Tabel 1 4777 :

Tabel 1 %34 pe#7id * chd %k 7)

e R R REY M O R R
01 AT AR
02 PR A g
03 HEHPFER
04 (A7) 4
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05 SRR R AR
07 ¥+ & A 5/CPA { 377 2

S AR = Sy S

£ Bl oA hp ¥#cz - o Kothari et al. (2005) & H #% < ¢ 3% 3%
$Dechow et al. (1995)#73% ! 5 modified-Jones model &_f it $7 328 % 414 3+ e
#3l o @ ot B3I R A o Jones model £ W]t e TR AT E R R E 0T 5 P AR
Teng#icz. — o @ Kotharietal ] &= 5% ¢ 4o > § #0398 ()& F A F Y 5 (ROA) » iz

AL TRCPFAEGE P A ad AR T - R A o 2 2 N 4e(4.)

TA, 1 AREV, —AAR, RO
—=a+ Bo +5 - ﬂz + 5y A it
Asset;, , Asset,, , Asset,, , Asset Asset,, ,
(4.1)
B HACT

1L By #(TA) = (B FTAEFRFB-REBZNFREERER-INH |
FERER+- AP EDP L FERYE-IT )L ERT ALY

2. F A(Assety_q)= 3L ERF ALI

3. FEAR>RFWAREV)= s ERY Flar ZiH-2 ERY Fier 24

4, JEfctEE %6 (AAR,) = £ E B B|CHEE-2 & B e &

5. FEE S MEEXFPPE)= 7 FRIEE ~ s EXHF

6. FTAWPIF(ROAy)= el * i A nens 2 R T AR

7. ¥ #IF ()

BOARSCIIRTH PR AN NREERY §ERRAFOTRIEEF R
RFRe apdeng ~ 1002 S8% L2254 TSE A £ BT 2HE

FR AT G RR F B SRR L TR PR B

R

32 S P. Kothari, Andrew J. Leone, Charles E. Wasley. (2005). Performance matched discretionary accrual
measures. Journal of Accounting and Economics,39(1), 163-197.
B OEF.Q015). AR BRR - LA bl AN B PR e, 148,
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FrApTB Aok LA hp H#cz - o 2P Lietal. 2015) w2 7 » 314
PRen@ A2k v A 52 BRERTBL > TR T RA G E A KBTI TR
%o R R PEA] S #R% Bc(dummy variable) k £ # SAL B L eniE it o KT G
25T REBMEFERFRALIFEFFERFVARTREORR A XL F T - £
P EP AT RTHANAPEIENRNE A MAZERAPZ 2B YT
D leoE BARA LT EN G EE A B A e L g R4 e
TS L AR AP PAPEEE I AR 2P AP R 2 A6 o S % dicde Tabel 2
HTIT

Tabel 2 %34 peid 42 % ¥

ik &

g;Lg;F KT g ;gﬁﬁ?;fiﬁvﬁf—?g A EH AR EY )
BEFLpr 7 51

FareTRk T B4 FAPRE PR FERTAI ERFAAEPEEEY
WHF AP 7 s 1

€3 LE B4 | FAPEREORNEFEIF LB RN THAPEEY D

oo (i # 1) WHEF AP Hr s 1

€3 LE BLAR | FAPEREDRNEFEFFAEINGTIR P AR

o7 (£ E ) 29 DR EPA T &7 51

P LT | FEPEFEORFEIFLEI I AP A FNEPE

EPNA P e MmEFApeoEa s ]

P LT | FEPEFEORGFEIFLBEI I AP FaR P

£\ e APk EY It A R T 51
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ERrdE B2 | FAPEEORFERTRABIRFDAPE 2
oo P () B4 B L1
FATLE BLAR | FAPREARFERTLEL N TR ST AR
DF(ELR) e MBI A P B L1
FATEE LT | FAPREOHNFERTAEI I AR R TOETE
N7 2 ERNEIE R N T
FarrLE 34T | FAPEEORGFERTLE I T EPRAFAR P
E P Ak d MM FF AT R s ]
P IR 5
S R EFTRRIT R BT Y éﬁﬂ“"ﬁ%”l FERDOTEAE-LEP

Lamg e A

Pt 5679 B p B | BFFAPRSE R LD 8T

LSRR T2 I

FIRER B 7| cock o bt 5 X 4 Pk 2

i

(# z TDR)

23 A% § TDRFF® cnFf o 0 F AL & /£ 2007 & 3 2018 & » PIZEF

ELR] S 2019 & ch3 R > ¥ 4mde Tabel 3 #57 :

Tabel 3 3" S5 2 ipI& o
PLRF A=
FHE 67,176 6,708
&R 2007~2018 2019
TR PRI AER(F G | A AER(F 7
TDR)+ % + 2 ¥(* % |TDR)+ % + 2 ¥ (% 2
TDR) TDR)
pREAR 5,679 5,679
RRE(F4ar |1 1
FApei LehFHRE | 665 27
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Al enfpd = f&~ #* = > ReLU ~ Drop Out £ Batch Normalization & = °

1. ReLU
ReLU 4c% = & 911t 2 22587 23 (3.2)) d — R g RelLU = 1 Hidden
Layer > i£ % ReLU @ 2t Sigmoid 0k Fl a2t v S H s 7 5 -3 B
BE-T #A b A4 $ R 4 (Gradient Vanishing) sk 48 34 -

2. Dropout
Dropout 3 i 18 & #t & (Overfitting) 5c %% diz=xF % ¢ HAH L L
- & B & R A o Dropout i & & & = { A7 S8R H3) ¢ - i eh
SEEH > FYRFIT OEE BEARELF o 2 R AP REHR
PR Ll 0 E AR TR G LR B R
R LR S R T SRR AT RBRRE S B AR

FARARZ G SHERREAER BIFRS SR S HE-

3. Batch Normalization
Batch 4 &3 pF? § - = 475 THEE O > @ gHRFT R F 5]
B RBI N 0 iBA 9 < tgE MR AT ehpF Y - Batch Normalization £_i#
* Batch 2" ¥ > ¥~ Hidden Layer $4 {7 — =t &2 i* » iz 4t 43 7 »TadZ Internal
Covariates Shifting 1R 48 » & ¥ @ * $ie~ 9 Learning Rate & 4v -2 &
Boe gt ebd G ok R ) 4 (Gradient Vanishing)~ B 1k i & $% & (Over Fitting)
e

™=t e 4e Fig. 4-1 #7171 > Input Layer 3 5,679 & g f#c > ™ - K &

3 % 2 3. 2016f ML Lecture 9-1: Tips for Training DNN. YouTube. (17:08-23:46)

% Ibid.(1:10:29-1:26:02)
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2,500 1 & e ReLU & - 2" p% € 1% Dropout f 4 2 7 -+ e BRig {7 21 30 »
#47 - = Batch Normalization > = - & 5 1,000 & & 2k ReLU A& ' P € 1%

Dropout F 4 2. = - & BRiE {731 > T 34 {7 — =t Batch Normalization - & = & &

@ [ & BLeo Linear » %3 #Li% » Softmax » &%éﬁ%ﬂﬁﬁi?ﬂﬁﬂ%?i FEE S I
FAERELAPERE N RFITAPOO0ORNLIFERFLAPEET € I RFF 4 ke

O S T AR AT L R RER Y 2 R
3§ FRBRE WAL P AT L 7 AT F e AEd o AR
AL el g Fr 3 > Fgt 4 » Dropout I 1@ #* 0N AR KB R EE o LR
BB eh& BRI AR VLR PRI R e mhiS - K
Linear Layer 3 & & * &7 R S8 & & S g bllic— k> B L2 e 28 4 &2 A%
AAEE o TR S BaBo ¥ E R 3R & * Pytorch FF 0 Softmax Function ¢

& Loss Function * » & 78 ##3] PF % & 4c » Softmax Function ¥ ¢ £ 47 3+ ¥ -

2

i N

1)1(

B Y ¥
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Toput Laver{3,679)
Dropout(p=0.5)
v
ReL L2 500)

Batch Normalization

¥

Dropout{p=10.2}

¥

ReL 1Y 1.000)

¥

Batch Novmalzation
Linear(2)

¥

Softmax

v
J"‘] .yﬂ

Fig. 4-1 % & #-3) 28

¥z & PREA

#-3] @ * Python # cPytorch £ 2 7 4§ ¥ 2 & % = § #rif» & * Cross Entropy
% Loss Function » ¥ & * Adam % % 3* 5 Gradient Descent =% & /£ » — =t 2" 3 50
B F efA) 58 20 % Epoch sl (i * DIMPIRFARIR- x5 1 B

Epoch) o & =x ¥ & #1i¢ * 7% % 4- Tabel 4 #777 :

Tabel 4 F %% # &2 kY

ARG/ B0 ERACEY
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Python 3.6.8

Pytorch(Python % ) 1.6.0

scikit-learn(Python % ) 0.23.2.

2= Windows10

CPU Intel Core 15-9600K CPU @ 3.70GHz
RAM XPG SPECTRIX D41 DDR4 3200 8G*2
GPU NVIDIA GeForce GTX 1660

BN 32 Gigabyte Z390 AORUS MASTER-CF
Ry ADATA SX8200PNP (SSD)
-~ ?" sl ;%’— ok

BB IR 0 R BT I A T 0 Sk R o R B S A eh F R r
#% % #c(dummy variable)4 7 > FAJL ST  EHEIL LA wE S B
RAFFRB - LFEAUERT P L322 TR AB A% LH-
BREEA RS EA T PERE L BEL AV YRR S Y ELAER T
VR TR RS o FI G AR R L R R R A AR

%-#c € & Loss Function 2 8w € 5 » { & > & £ p SR BApiT > 28

wE HE e g:}gw;» Loss s X 8L > R 3§ B ry 36, g 14 AN A S A
FHO0OFR A0 REHVROTAEE > X AR RRORRRI TR

BEFEF T 0 F R T ORI BT S EL
=~ PURE L 3E
J€ Tabel 3 ¢ ¥ BT T & 5 (€ HFF 3 T X (Imbalance Dataset) 11

o ONMBFAPPA P A E AT EF 665X 0 W DUHFH 0.99% o &

%6 % 2 (2016, October 7). ML Lecture 3-1: Gradient Descent: Tips for Training DNN (36:57-42:26).

Retrieved December 15, 2020, from https://www.youtube.com/watch?v=yKKNr-QKz2Q
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ﬁ;mF 11:{ g i ﬁ_‘.m ,x+ a,:l ﬁpﬂ; ,#‘:![J-ﬁi-dk %%“‘% ?Im?#—'i %fféag: 5 “{f?m;ﬁ‘b;ii;_f
RHA hr e Pl o e @i FPERI N F 4 poamn k0 T B0 & s
FORIR TR S 2L F A pe T F R AT BT TR B A A { e

=

-t P gRFHEEET RS CVREFF LA AR

2=
I%‘a

ufoym (2020)#7# i ¢ Imbalanced Dataset Sampler 37 » i& 1B = % it 43 S 4

4
e

-

P

~

&E 4 ':%)J.J{ EIm Jllﬁﬁ? —f, ’ Tﬁﬁﬁiﬁﬁp\—:’&% m%)‘LJ{E{F ‘f——T' Herd

f
f— Az AlE T RO F R E o AT R T AL S 15,000 £ 2EF 34 prer 15,000 £ F

F_

AP T EFVRATOR e 2o

ImbalancedDatasetSampler

data augmentation
original dataset

Fig. 4-2 44 % ¥ 43¢ T =5 4L # (3~ p ** ufoym ¢ Github, 20207

Ji

O EERSEY
bok WREFZ R EANEY TR ARG Y PR AR

TG 27T L34 pc? » RAETENEY ERAERAN 23 LFP A BRHF

87 ufoym. 2020. Imbalanced Dataset Sampler, October 9 2020 [cited December 15 2020]. Available from

https://github.com/ufoym/imbalanced-dataset-sampler.
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PART85%-e 5 T RARRIN A A R ZEENEFY  XEANE YL
PR T 1Y BT AT R RBE TR A R X R R kR
BRERIE R R B SR EATE I R AR BT AR TR el
ARKAR c TRAAAN IR RERTHENE R AN BP R T Ak
L

& & * Information Entropy Loss £ Pseudo-label  #& > j* o

(- ) Information Entropy Loss

Information Entropy Loss® e & 5 & I3 FORARTERIPF > B2 g3 - &
AP AN R AL G A BT 0 A s B LEER A

RARAIE RIS R R F A RS SRR R A A TR
TR XVRET e AP TR E/t}lﬁga}»ig!]é_ M P EDE R DR R

% % > i JaFkd 27 LossFunction X3 3lig i rc%k o o= 38(4.2)7 - F ¢

=
AL i LA (kA7 SEAw, T n R A R R s ) B S
§AXIRIT 0> AP FAPTPFAI € X3 0 BT B % 4R & Cross
Entropy Loss Function Chy) , rRIAKE A % AERFTAEHEY
Loss e7g2 58 » A #-A2% 5 0055 2 N40(4.3) » # Loss Function(4.3)fc A 7
% 3| Gradient %3 & % #i » 7yt & * bravotty (2020)%° ** Github #r# &

Heh 2558 % & 73 F Cross Entropy & * 2" 33 #% > Information Entropy Loss

PSRRI -

EG)="" Y, In(y,) (42
LOSS:ZC(yr,yr)+ﬂZE(y”) (4.3)

38 % 2 3.2016g. ML Lecture 11: Why Deep? YouTube.

https://www.youtube.com/watch?v=XsC9byQkUHS. (25:52-30:41)

% bravotty. 2020. Information-entropy-loss-pytorch, March 31 2020 [cited December 15 2020]. Available

from https://github.com/bravotty/Information-entropy-loss-pytorch/blob/master/entropy loss_pytorch.py.
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(=) Pseudo-label

Pseudo-label £ { & & £ 03 290, @& A plRE T ARG B A

A FFAPAPIRFTHREDRT M E H L £ATHE S AT RF R
RoERHFA950 A2 50 efle - eR 2 ABHEANLRIPIRETH
mH R BEREF o

Fig.4-3 5 A i¢ * Pseudo-label £1 0 5LHCA] » 7 10 0 i@ Tt en 27 £ %34

—

Z PP W TR 21 £ oA MEAREAF A AP EEE G 1847 £

(21+1,826) » izt T €4 H » DVRF ALY DR T - e 4A] o @ Fig 4-4 B LE 50

PR G A9 K £ W PURF A T L LA 2T £ F A Y © W AR 26 4

T AR 96%hE 2E 4 o

The Confusion Matrix of Test data

| predicted 0 predicted accuracy %
1 actual 21.000000 6.000000 77.777778
0 actual 1826.000000 4855.000000 72.668762
accuracy % 1.136978] 99.856026 0.000000

Fig. 4-3 A & * Pseudo-label % 20 Epoch p¥ip|3# 7L el 3 48L

The Confuzion Matrix of Test data

| predicted 0 predicted accuracy %
1 actual 26.000000 1.00000 96.296296
0 actnal 1527.000000  5154.00000 77.144140
accuracy % 1.674179 99.96121 0.000000

Fig. 4-4 i * Pseudo-label {5 % 49 2 #% % 20 Epoch PFip|3& 7L e 4 a2

T~ IR AR

Yo% = FATit o A éﬁfﬁ;ﬁ d Gradient Descent & 45 Loss e -] i » Gradient

Descent i * Adam ;% & ;2 > Loss Function # * (4.3) - 12 1 3.8-314-3] 2 & » Fig.

4-5 ¢ Loss &€ % — & Epoch %1 85.7 "¢ 3| % = -+ % Epoch 5 13.1 » @ i3] &2

REMF hr rmF 8 888%1F 23 98.8%  £ILA4F > HKa wpFEF AL Art

£ 2

40 % 2 $.2016h. ML Lecture 12: Semi-supervised. YouTube.

https://www.youtube.com/watch?v=fX guE7INnY. (18:54-25:42)
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80%~87%z2 B # #+ » I Fa 5 MATDURFRLY) 15% 0 ¥ M RE D G EME R E

(Overfitting) ¥ 48

90 100%
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0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
el | 055 training_data PR == testing_data [FHE%
Fig. 4-51 5.#°4] 0 2 19 Epoch e Loss & ~ 3SR F AT Faf &Pl T I /s

FREE RS 50 A ARETA Y chE (¥ 5 % 19 B Epoch) - 4e Fig.
4-6 0 5L 2 49 BLECA| BRFT £ A > ¥ MEZR Il 2 & 80%
HHITEB 0 2R @ Sensitivity AP F e de A ¥ 2o G T77.8% 1 2 3 96.3% o
Sensitivity 7 #£ = True Posituve Rate » ¥ % 3 % > & & eh% 3+ 4 paan 548 #0337 8
koo B 0 BLBce o BEAIT RGRIRT A 27 £ F A prd FERA 24 £ 5 A 3]0
49 Fofice > W R T AERIN 26 Lo BT 2 RIma SR k> 2L F] 5 @ % Pseudo-
label A L e AR ERFER DR F - ¥ - 36 > 7 E Y BREI D o
Precision(positive predictive value)* # 3 » # & _1.13%+ 2 3 1.67% > =™ % & 49
SRS TR hg 3 4 pe(1,553 £)¢ 5 WF 26 £ TR EE 1 chg 4 g 1,527

EREEAR 0 4 R ARl PR R F
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=@==sensitivity( true positive rate) precision( positive predictive value ) === accuracy

Fig. 4-6 0 3L407] 3 49 BLHCA] fe i3 F £ 1 chd R

X

~  Voting

Precision i ehR F L $BARE LB > # % A AU I EHULIL SRR

&
\

Mo g AR A R ST HE S PR 4 T{*F‘ Bias {%/] » 4027 £ %3+ 4
PP NI 260 X0 e B % 2L W A BRI PRty € & 2 < & aniaR
¢E13Lrufi‘u? r2 i % Voting :h 3742 o Voting + 4 B B8 » AF BB PR T o B-E B
WA A L PERFEFRE > 77 HAHF - LR DERIE S RER S Ol
BRI E R R Bhl kI o 2 AR 24 2 HA(F] 5 Sensitivity $1 7 )iE (74K

2

PR E24 BHAY G 24 B RALAPE AL A e 4 BE

s

"

5 E AP BE 4o Fig 4707 2 'g 8 Precision £ & £ e 1.67%# < 3 20.16% °

y
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4 ——— 2016b. ML Lecture 2: Where does the error come from? . YouTube.
https://www.youtube.com/watch?v=D_S6y0Jm6dQ.(20:49-22:51)
42 ———2017b. ML Lecture 22: Ensemble. YouTube.

https://www.youtube.com/watch?v=tH9FH1DH5n0. (4:56-18:54)
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The Confusion Matrix of Test data
| predicted 0 predicted accuracy %
| actual 25.00000 2.000000 92.592593
0 actual 99.00000 6582.000000 98.518186
accuracy % 20.16129 99.969623 98.494335
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The Confusion Matrix of Test data

| predicted 0 predicted accuracy %
| actual 25.00000 2.000000 92.592593
0 actual 99.00000 6582.000000 98.518186
accuracy % 20.16129 99.969623 98.494335

Fig. 5-1 R E Y AT H L%

Fo8 HRE

De Fuentes and Porcuna (2019)¥ & 45 & 317 ¢ 3+ 22 % +* & ¢ (Instituto de
Contabilidad y Auditoria de Cuentas] ,ICAC)#7# i 2002 I 2013 £ (1F# > A 47 %
FARFADRFEIFRAF L > UEAFE Y 3 MEAT R g I D

YRFLVPER G EFIEHMBATR I e FA P ILENF R R

4 De Fuentes, C., and R. Porcuna. 2019. Predicting audit failure: evidence from auditing enforcement
releases. Spanish Journal of Finance and Accounting/Revista Espariola de Financiacion y Contabilidad
48 (3):274-305.
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27 & % $icde Tabel 5 0 # * Logistic Regression » 2 % % 4r Fig. 5-2 o

Pr(AF =1) = a + BClient _Size, + g,Client _OrdLoss, , +
B:Client _Zmi, + g,Client _ DA, + S, Aud _Type, + (5.1)*
p.Tenure _3_7,+ p,Tenure_7, + f,Aud _Op, + &,

Tabel 5 $tpB e * chp P BE#K

PREERE LA

AF 1 R0 T g3t & R apASFR IS > 0 fl4p &

Client Size TSR E A B R

Client OrdLoss 1 %4 2@ t-1 & B 5 5df

Client Zmi 1 probit's distribution function 1 ¢ Zmijewski 4 #ic *°

Client DA P T B R A B HEE R

Aud_Type 1 A& B PEF53970 A& R [ fhz 35FF > d 30 g3
SREE I R & AUV RN e 2 S O e
oo

Tenure 3 7 1 R EgFprEp i3 21 7TE2ZF > %4 F €3 prenix
H

Tenure 7 1&g mEd <207 & @% 14 g franizy)

Aud Op | R AP AL s RRTRL 005 HE
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4 Zmijewski, M. E. 1984. Methodological issues related to the estimation of financial distress prediction
models. Journal of accounting research:59-82.
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a W R

€ A
Logit Regression Results

Dep. Variable: AF No. Observations: 62878
Model : Logit Df Residuals: 62870
Method: MLE Df Model: 7
Date: Sat, 19 Dec 2020 Pseudo R-squ.: 0.01154
Time: 17:41:43 Log-Likelihood: -3408.8
converged: True LL-Null: -3448.6
Covariance Type: nonrobust LLR p-value: 1.668e-14

coef std err Z Pl zl [0.025 0.975]
Client_Size 0.0308 0.028 1.108 0.268 -0.024 0.085
Client OrdLoss 0.-3333 0.092 3.628 0.000 0.153 0.513
Client Zmi -0.1435 0.046 -3.121 0.002 -0.234 -0.053
Client DA -0.9803 0.389 -2.520 0.012 -1.743 -0.218
Tenure 3 7 -0.1778 0.082 -2.160 0.031 -0.339 -0.016
Tenure 7 -0.9477 0.582 -1.627 0.104 -2.089 0.194
Aud Op -0.3962 0.083 -4.802 0.000 -0.558 -0.235
constant -4.3745 0.494 -8.850 0.000 -5.343 -3.406

Fig. 5-2 % f ‘o Logit Regression Result

_Fig. 5-2 ¥ ¥ g p &~ Client OrdLoss ~ Client Zmi ~ Client DA -
Tenure 3 7~Aud Op ¥ 28 ¥ » ¥ WRZFIN U S FEDEPF R E KRG £ E5FH
BRBR XA G PAPRI R EFFOENE AP ALY ERTEE
AP M ILAT a e R m e B RCA ehfEf a0 4 I 7 B > Pseudo R-square 3 0.00154 >
@ ¢t #-A] 3T Receiver Operating Characteristic curve(ROC) ' ek s 7 iF » & AT
Sk FH(AUC) 5 0.655 ¢ MHE T afFz FE B AR * 53 o pt 7k % _Fig.
53¢ F AR FRFAEYEARBTE L AR IR > T HRLRBEEN
HRE wio b & FT@E NFREVHAT 2 LE SR Y R EEFIR - 7

P2 5 %) ROC curve » Wi 5 - B 2R o
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47 Saito, T., and M. Rehmsmeier. 2015. The precision-recall plot is more informative than the ROC plot
when evaluating binary classifiers on imbalanced datasets. PloS one 10 (3):e0118432.
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1 predicted 0 predicted accuracy %
1 actual 17.000000 10.000000 62.962963
0 actual 2121.000000 4537.000000 31.856413
accuracy % 0.795136 0.219925 0.000000

Fig. 5- -5 P8 230 R15% % (R & 5 0.009)
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