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Abstract

This study examines the impact on the financial information quality from both
information perspective and measurement perspective for 30 publicly traded Taiwan
companies undergoing auditor switches during year 2001 to 2005. The audit quality
change between the predecessor and the successor audit firm is also examined.

The audit quality is measured as increase if the company changed the auditor from
non-big firms to big firms or if the company changed the auditor between the same type
firms but the successor auditor either is greater in size or has better expertise in auditing
the industry in which the company is involved.

From the information perspective, the stock market performance after the change
was worse than the performance before the change, but the earnings numbers reported
after the changes were inclined to reveal good news to investors, especially for those
companies hiring an audit firm with lower audit quality. The ratio of earnings
information value to net information value for the companies with audit firm’s audit
quality decreased was also lower than that before the switch or that for the companies
with audit firm’s audit quality increased.

From the measurement perspective, the effectiveness of the financial information,
such as equity book value and abnormal earning, in the Residual Income Model is
decreased after the company switched to the auditor whose audit quality is lower. This
reveals that the reported financial information might be overestimated and therefore the

information quality is lower.
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o 4-3-4 {#HEEFHRT L

%

LFACIRAR P F B A AT R

g = w API Chi- { #15 API Chi-
&
GN BN square GN BN square
-51 1. 01582 0.97756  7.38486"  0.98698 0.97498 0.00000
=50  1.00727 0. 96935 0. 76421 0. 98736 0. 95675 3. 92961
=42 1.06555 0.95174 0. 56904 1.00263 0.92917  4.16025
=29 1.07895 0.91925 10.15896™ 1.03890 0.80984 2. 20525
-28  1.06010 0.91372  4.17853"  1.04395 0.82413 1.17614
-21 1.01163 0. 82158 0.00080 0.99192 0.78437  6.08400°
=20 1.01589 0. 81549 4. 35463 0. 98785 0. 78880 0.00900
-10  1.18320 0. 84988 0. 30594 1. 04307 0.79011 0. 05558
-9 1.18469 0. 86335 2. 31260 1. 05579 0. 78486 5. 55830
-8 1.19591 0. 85905 1.01578 1. 04557 0.79328 1.30317
=7 1.21147 0. 86761 0.26719 1. 05881 0.79702 0. 18750
-6 1.17995 0.87330 0. 84819 1.05093 0.79910 0.03672
) 1.18664 0. 86585 5.31218" 1. 03536 0.79429 0.50905
-4 1.19882 0. 87492 0.17038 1. 03823 0.80088 0.02036
-3 1.23454 0.87518 1.45473 1. 02243 0.78920 0.44977
-2 1. 22870 0. 88868 3. 04824 1. 02967 0.79756 0.00228
-1 1.22786 0. 89560 0. 45328 1.02726 0.80106 1.13143
0 1. 18236 0.88105  8.03810°"  1.00707 0.79468 0.09000
1 1. 15971 0.87131 0.17038 1.00411 0.79515 0.10976
2 1. 13702 0. 85097 0.11875 1.00834 0.80933 0. 02521
3 1. 13251 0.85186 0.40079 1. 00056 0. 81629 0. 25675
4 1. 13357 0. 85856 1. 25759 0. 99945 0.81720 0. 38724
5} 1.14121 0. 86409 0.20358 0. 98834 0.80335 0.18244
Xk~ oKk w57 p E-30.05~0.01 & 0,001 -

CHRMF o RBP4 E -
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#4-3-5 FV ST RCLEAT AELIHRMLZ T > A0 R

INC % API Chi- DEC ‘e API Chi-
&
GN BN square GN BN square

-42  1.03169 0. 94360 0. 13000 0. 98628 0.91323  4.56109"
-33  1.13023 0. 87804 5.86711" 0. 99236 0. 82740 0.01078
-28 1.16167 0.81278 1. 94652 0.97773 0.83667 9.23289""
=27 1.13310 0.82151  4.88509"  0.97316 0. 82392 3. 68576
-18  1.04479 0.77644 5.61388" 0. 99280 0.81082 0.03304
-10  1.08491 0.78103 0.19898 1.01953 0.80013 0.03304
-9 1. 07250 0.77995 1. 11277 1. 04640 0.79030 3. 98893
-8 1. 03548 0.79952 3. 72460 1. 05125 0. 78637 0.00117
=7 1. 05692 0. 81546 0.37143 1. 05988 0.77664 1. 15157
-6 1.05115 0. 82072 0. 09551 1. 05081 0.77519 0.10954
) 1. 03935 0. 82647 0. 03930 1.03311 0. 75872 0.47932
-4 1. 03997 0. 83241 0.37143 1. 03726 0.76603 0. 29825
-3 1.01938 0. 82181 0. 19898 1.02415 0.75316 0.00060
-2 1. 03815 0. 82950 0. 03930 1. 02490 0.76227 0.07157
-1 1. 03262 0. 83325 2.21088 1. 02425 0.76549 0.04194

0 1.01371 0. 82310 0.00000 1.00333 0.76327 0.16776

1 0. 98696 0.81311 0. 09551 1.01376 0. 77531 0. 29825

2 1.00076 0. 81942 0. 46429 1.01260 0.79757 1.30759

3 0. 98692 0.83118 1.18106 1.00781 0.79974 0.27632
4 0. 98050 0. 83162 0.11804 1. 00952 0.80118 0. 95651

5} 0. 95864 0. 82153 0.37628 1.00463 0.78315 0.30757
Xk~ oKk wl &7 p E-3 0,050,001 & 0,001 -

CHEEE o LBIEH S e AR F o
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% 4-3-6 PHATAYE

N TI NI [1 [1/NI

>4 180 12. 72609 0. 32454 0. 12221 37. T

{ # 90 16. 81148 0. 38838 0. 14925 38. 4%

L #1 90 8. 64070 0. 26071 0.09518 36. 5%

INC = 39 9. 59633 0. 25358 0.10158 40. 1%

DEC = 51 7.90993 0. 26616 0.09028 33. 9%
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F 4-4-1 FIARTE R R BcAE S 2 t R T
xS ¥ - ¥ =
Tk FEL ] E L 'S B E
Ex(Fa8) i A A
WL
> 180 5,406 9,439 221 849 2,101 5,004 65,068
{ e 90 5,211 10,563 306 807 1,948 3,842 65,068
L Hie 90 5,601 8,217 221 939 2,329 5,251 38,762
T adcke T pdE 168 tiE:0.28 p E(EE):0.78
#® ~ E %=
Tiof  fFEL B E ¢ Bt B
() i T A A
BEER Y E
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Tiog HFELI K| E LIRS S Bt
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ar

- {HM S FAT NS LFRIERMZT AR
g # v API Chi- { #1c API Chi-

W

GN BN square GN BN square
-51  1.01582 0.97756  7.38486™  0.98698  0.97498 0.00000
=50  1.00727 0. 96935 0. 76421 0.98736  0.95675  3.92961"
-49  1.00587 0. 96895 0. 04453 0.98474  0.95671 0. 80381
-48  1.01659 0. 96309 0. 32158 0.98993  0.95024 0.99774
=47  1.02166 0. 96681 0. 35752 0.99486  0.93372 1.62000
-46  1.02868 0. 96439 0. 15586 0.98995  0.93403 1. 28571
=45  1.05570 0.97185 0. 04453 0.99135  0.93703 2.00893
-44  1.05615 0.97717 0. 72880 0. 99581 0. 93631 0.02036
-43  1.07864 0.95770 2. 05554 1.00453  0.93390 0.02036
-42  1.06555 0.95174 0. 56904 1.00263  0.92917  4.16025
-41  1.08564 0.94411 2.772761 1.00907  0.93083 1.53947
-40  1.08695 0. 95574 1.58028 1.01529 0. 92456 2. 43080
-39  1.08590 0. 94692 0. 11875 1.01619  0.90374 0. 43808
-38  1.06895 0. 93363 0.89807 1.02025  0.89767 0. 05737
=37 1.06827 0.92384 2.67204 1. 02151 0. 89220 0.02036
=36 1.06649 0. 93268 0.17038 1. 01251 0. 87690 3.00000
=35 1.07034 0. 94226 0.42574 1.01678  0.87256 0.99774
-34  1.05704 0.93674 0. 22266 1.03953  0.86118 0.10976
-33  1.06119 0. 94280 1.07620 1.04199  0.85399 1. 88377
-32  1.04951 0.92723 0. 32158 1.03543  0.84409 0. 00900
=31  1.06993 0. 93969 2. 69800 1.03773  0.83252 0. 80381
=30  1.05793 0. 93383 0. 76421 1. 03901 0.81748 0.99774
-29  1.07895 0.91925 10.15896™ 1.03890  0.80984 2. 20525
-28  1.06010 0.91372  4.17853"  1.04395  0.82413 1.17614
=27 1.04905 0.91315 0.59852 1.03074  0.82266 0. 00896
=26 1.03303 0.87971 1. 42504 1.00880  0.80375 0. 62985
=25 1.02971 0. 84672 1.45473 0.99612  0.80677 0. 18750
=24  1.03090 0. 82956 2.03021 0.99551 0. 80384 0. 80381
=23 1.02040 0.81607 0.11875 0.99078  0.79185 0.29770
=22 1.02393 0.81726 0. 02438 0.98096  0.79846 0.90000
=21 1.01163 0. 82158 0. 00080 0.99192  0.78437  6.08400"
=20 1.01589 0.81549  4.35463"  0.98785  0.78880 0. 00900
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g # v API Chi- { #1c API Chi-

W
GN BN square GN BN square
-19  1.02979 0. 84768 1.50520 0.99502  0.79639 0.22773
-18  1.05768 0. 84004 2. 13123 1.01152  0.79277 2.60100
=17 1.04576 0. 84375 0. 08450 1.02643  0.79843 0.10976
-16  1.05662 0. 84231 0.40079 1.01500  0.79873 0.44977
-15  1.06308 0. 84616 0.42574 1.01805  0.80174 0.11025
-14  1.07365 0. 82878 3. 43667 1.02165  0.78855 0. 16280
=13 1.07242 0. 81625 0.99195 1.03405  0.79282 0.43577
=12 1.11768 0. 82205 0.42574 1.04272  0.79355 1.78543
-11  1.13858 0. 82583 0. 33873 1.04938  0.78538 0. 18750
-10  1.18320 0. 84988 0. 30594 1.04307  0.79011 0. 05558
-9 1.18469 0. 86335 2. 31260 1.05579  0.78486  5.55830"
-8 1.19591 0. 85905 1.01578 1.04557  0.79328 1.30317
ol 1.21147 0.86761 0.26719 1. 05881 0.79702 0. 18750
-6 1.17995 0.87330 0. 84819 1.05093  0.79910 0.03672
-5 1.18664 0.86585  5.31218 1.03536  0.79429 0.50905
—4 1.19882 0. 87492 0.17038 1.03823  0.80088 0.02036
-3 1. 23454 0.87518 1.45473 1.02243  0.78920 0.44977
-2 1. 22870 0. 88868 3. 04824 1. 02967  0.79756 0.00228
-1 1. 22786 0. 89560 0. 45328 1.02726  0.80106 1.13143
0 1.18236 0.88105  8.03810™  1.00707  0.79468 0. 09000
1 1.15971 0.87131 0.17038 1.00411 0.79515 0.10976
2 1.13702 0. 85097 0.11875 1.00834  0.80933 0. 02521
3 1.13251 0. 85186 0.40079 1.00056  0.81629 0. 25675
4 1. 13357 0. 85856 1.25759 0.99945  0.81720 0. 38724
5 1.14121 0. 86409 0.20358 0.98834  0.80335 0.18244

X~ kK kkke w57 p e 20,050,001 & 0,001 °

CRPREE LB eipE o
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W PSR G BAT RS AGTRM L+ 2 AT R

INC 22 API Chi- DEC ‘e API Chi-
F
GN BN square GN BN square

-51  1.00638 0. 99060 0. 00000 0.97607  0.95771 0.01959
=50  1.01947 0.98251 1. 94652 0.96930  0.92827 2. 68929
-49  1.00507 0.98213 0.00993 0.97330  0.92861 0. 95444
-48  1.01657 0.97035 1. 11277 0.97494  0.92801 0.10954
=47  1.00479 0. 95129 0.16149 0.98928  0.91430 1.11281
-46  0.99233 0.93417 1. 03461 0.98862  0.93389 0.01078
=45  1.01756 0.95477 1.06122 0.97661 0.91742 0.16776
-44  1.02704 0. 95073 0.02199 0.97825  0.92039 0.07157
-43  1.04612 0.94754 0. 03930 0.98114  0.91882 0.18301
-42  1.03169 0. 94360 0. 13000 0.98628  0.91323  4.56109"
-41  1.04968 0.96142 0.02199 0.98623  0.89701 3. 40065
-40  1.05736 0. 94036 1. 88036 0.99162  0.90711 0.37747
-39  1.07076 0.91665 1.06122 0.98550  0.88948 0.01959
-38  1.08604 0.90892 0.02199 0.98324  0.88524 0.03177
=37  1.07670 0. 89894 0.95776 0.99047  0.88475 0.57930
=36 1.07054 0.89477 1.(112%F 0.97987  0.85714 2. 11395
=35 1.07217 0. 89165 3.00926 0.98563  0.85145 0.01078
-34 1.11368 0. 88795 0. 03930 0.99781 0. 83160 0. 06304
-33  1.13023 0.87804  5.86711°  0.99236  0.82740 0.01078
=32  1.11221 0. 86559 0. 00000 0.99224  0.82032 0. 29825
=31 1.12112 0. 84684 1.88036 0.99081 0. 81670 0.10954
=30  1.13749 0. 83190 1. 11277 0.98361 0.80154 0.10954
-29  1.13248 0. 82300 1.88036 0.98626  0.79529 0. 48922
-28  1.16167 0.81278 1. 94652 0.97773  0.83667 9.23289™
=27 1.13310 0.82151  4.88509"  0.97316  0.82392 3. 68576
=26 1.06991 0. 79586 1.03744 0.97443  0.81247 0.01078
=25 1.03416 0. 80675 0.37143 0.97472  0.80678 1. 15157
=24 1.04294 0. 80326 1.43010 0.96883  0.80447 0.23487
-23  1.04336 0. 79822 0.37143 0.96120  0.78481 0.00060
=22 1.03050 0. 79956 0.16149 0.95310  0.79725 3. 15022
=21 1.03930 0. 78232 2. 88918 0.96526  0.78665 2.42211
=20  1.03246 0. 78943 0.02199 0.96275  0.78809 0.01078
-19 1. 02861 0.79021 0.16149 0.97612  0.80322 0. 13980
-18  1.04479 0.77644  5.61388"  0.99280  0.81082 0.03304
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INC % API Chi- DEC % API Chi-

W
GN BN square GN BN square

=17 1.07201 0. 78826 0. 03930 1.00080  0.80968 0.10607
=16 1.04343 0.79063 2. 42488 0.99900  0.80768 0.23487
-15  1.04666 0. 79827 0. 06308 1.00197 0. 80557 0. 29825
-14  1.05531 0. 78437 0. 14043 1.00272  0.79318 0.67105
-13  1.08017 0. 78683 0.00993 1.00811 0.79943 1.64923
=12 1.08968 0.79129 1. 29267 1.01630  0.79605 0.30476
-11  1.09781 0. 78136 0. 00000 1.02214  0.78981 0.10954
-10  1.08491 0.78103 0. 19898 1.01953  0.80013 0. 03304
-9 1.07250 0.77995 1. 11277 1.04640  0.79030  3.98893"
-8 1.03548 0. 79952 3. 72460 1.05125 0. 78637 0.00117
ol 1. 05692 0. 81546 0.37143 1.05988  0.77664 1. 15157
-6 1.05115 0.82072 0. 09551 1. 05081 0.77519 0.10954
-5 1.03935 0. 82647 0. 03930 1, 08311 0. 75872 0.47932
—4 1. 03997 0. 83241 0.37143 1.03726  0.76603 0. 29825
-3 1.01938 0.82181 0.19898 1.02415  0.75316 0.00060
-2 1.03815 0. 82950 0. 03930 1.02490  0.76227 0.07157
-1 1. 03262 0. 83325 2.21088 1.02425  0.76549 0.04194
0 1. 01371 0. 82310 0.00000 1.00333  0.76327 0.16776

1 0. 98696 0.81311 0. 09551 1.01376  0.77531 0. 29825

2 1.00076 0.81942 0.46429 1.01260  0.79757 1.30759

3 0. 98692 0.83118 1.18106 1.00781 0.79974 0.27632

4 0. 98050 0.83162 0.11804 1.00952  0.80118 0. 95651

5 0. 95864 0.82153 0. 37628 1.00463  0.78315 0.30757

X~k kkke wl & 57 p e 20,050,001 & 0,001 °

CRPHE O RAFH e ApE o
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