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EXTENDED ABSTRACT

Introduction

Income smoothing is generally defined as a reduction in the level of volatilities of a
company's profit in successive periods of time. Previous research has represented two
different and contradictory perspectives on whether profit smoothing is harmful or
beneficial for the participants in finance markets or shareholders. The first approach
considered as the information advantage perspective argues that managers use profit
smoothing to reveal their private information about the future performance of firms,
information that can increase the value of the company and information related to profit.
On the other hand, the opportunistic perspective focuses on the possibility that managers
engage in profit smoothing as opportunistic behavior. This point of view indicates that profit
smoothing is employed to obfuscate information related to the real economic performance
of companies and can lead to a decrease in the level of profit transparency and ultimately to
a decrease in the value of the company.

The significance of the present study considered the importance of the profit
management as well as the evidence obtained from the surveys conducted in the research
of Graham et al. (2005). The empirical evidence obtained from this study revealed that the
managers were mostly in favor of a smooth and uniform trend of the company's profit over
consecutive years and accordingly were willing to sacrifice the real economic value of the
company. The findings showed that almost 97% of the managers participating in the survey
preferred a smooth trend in profits and 78% agreed that they are ready to risk the
company's value to achieve a smooth profit. Surprisingly, based on this survey, most
managers (67%) believed that less volatile profits may lead to more favorable terms of
exchange with external stakeholders other than investors such as suppliers and customers.
The above-mentioned survey also indicated that profit smoothing seems desirable from the
point of view of foreign stakeholders. The aim of the present research was to scrutinize the
effect of income smoothing on the amount of audit fees in companies admitted to the Tehran
Stock Exchange.

Methodology

This research, in terms of correlation and research methodology was of a quasi-
experimental and post-event type in the field of accounting proof research carried out using
real information. This research was applied since it can be used in the process of using the
information, (this research is applied in terms of its nature and goals).

In the present research, to experimentally measure income smoothing to determine its
relationship with audit fees, two different criteria were used. Following Leos et al. (2003)
and Francis et al. (2004), the first criterion of income smoothing was based on net income
fluctuations (standard deviation) and compared to operating cash flow for the last three to
five years. In addition, the second measure of income smoothing was also based on Long et
al. (2012) assuming that managers use accruals to smooth income fluctuations, which is
based on the negative correlation coefficient between cash flows from operations and total
accruals calculated. For this purpose, the financial information of 118 companies was
extracted and analyzed in the years 2010 to 2019 through systematic elimination method
as a statistical sample of the research. Multiple linear regression method was used to test
the hypotheses.
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Results and discussion
The test model of the research hypotheses using research is written as follows:

LAUDIT;; = By + f1SMTH; + B,SIZE; + B3LEVy + 4BM; + BsROA; + BsLOSS; + B;SGy + BgOPLEV,,
+ ByCFO; + &

The result of the analysis of the variables based on linear regression showed that,
according to the t-test statistic, income smoothing based on income fluctuations and income
smoothing based on accruals criteria had a significant effect on the audit fee (the t-statistic
corresponding to this variable was -4.173 and -181.3 respectively). Therefore, the research
hypotheses were accepted for the model when income smoothing was evaluated using the
net income volatility and accruals measures.

Conclusion

The conceptual frameworks and conducted studies in the field of audit effort pricing for
determining the audit fee was mainly divided into the following sub-categories: (1)
characteristics of the auditor or audit clients as determining factors of the audit fee and (2)
the effect of profit quality on decisions pertinent to the determination of the audit fee.

In response to the opportunistic behaviors of corporate managers in engaging in
earnings management behaviors, auditors may charge a higher audit fee to cover the
increased litigation risk resulting from the use of income smoothing as an opportunistic
reporting behavior. These two arguments show that the effect of income smoothing on audit
fees is ultimately a question that should be investigated and answered by examining
empirical evidence.

The findings of the research showed that profit smoothing based on both the criteria of
earning volatility and accruals had a significant effect on audit fees in companies. In other
words, profits with lower fluctuations (higher quality of profits) and low volatility of
accruals in companies (higher quality of accruals) led to a decrease in the amount of fees
received by auditors.

567



d‘ds)b 9 GI.S olRS1y uo.l.ﬁ aolilad

00-0A0 (Y 0,93 N E+Y aoliojay

o :10.48301/KSSA.2022.332432.2034

https://karafan.tvu.ac.ir/ :a pis (>

LS b (o prls (sdos 13 9 39 (55w jlg00

Yd)mUornUél C)IJL»::A{:&» ‘ ;’?\L;Lo.ed S

il LBl glad s 5 3 olR (e 5 gl 055 e ale i gie <)
Il elBlS cghab o 5 8 olStily (Lo g g sl 095 1) pulis )5 -

LXVLES

Al wleYb!

oy sae a2 g by U Syl iagy onl S
S Mler Blogl (wygr ) oud A pdy SBES LS 3 (o ples Sless il
5 & (53 M 5 Gl 350 bl o yline 31 gy (ol 53 el 05
e Gady Cewl 0ad i8S op IS 3 Sgw il lpen Sla el
e bey 4 AR BT glle o 5,5 VA b cledll
Sl sl 00 (g1 5 gl Bl gy ()bl il Glste 4 Slatas
sladl cul oad oolaiul Alfwis s eew )T, Bs, 5l a3 el
5 oAl sgm Sllugi jlne 95 58 (e Sgm (Sl fge oS Slo (LS gl
Sl a0yl Jblies 2 eS8 55 puples saem IG5 s @
o B (lags 5992 Gl 53 5 (g VL CueS) a8 Sllagi b 35 ;500
VPPN NI VR CTEIPIE ST N HTNEE g

el atily Jo a1 e plus lawes

gy dlie 1o g4

VECNYITE e cdly s
VE VYV e (6 ,505L
VEN A o iy

1 3lg a8

g0 (g3l g0
ot sa0> 5>
g Glog

s Bl

ok oo F g D 98"
9 S oy
bahmani_1353@yahoo.com

= Q08

©2023 the authors. Published by Technical and Vocational
University, Tehran, Iran. This article is an open-access article
distributed under the terms and conditions of the Creative

YOYA-FYY . 1 Sdg wSUI sLLS
YYAY-AYa5 1 ol sLLS

Commons Attribution-Noncommercial 4.0 International (CC BY-
NC License) (https://creativecommons.org/licenses/by-nc/4.0/)



https://creativecommons.org/licenses/by-nc/4.0/
https://portal.issn.org/resource/ISSN/2538-4430
https://portal.issn.org/resource/ISSN/2382-9796
https://karafan.tvu.ac.ir/
https://www.doi.org/10.48301/KSSA.2022.332432.2034
https://orcid.org/0000-0002-2802-6187
https://orcid.org/0000-0002-7847-0745

BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

LV R

ol iy 5 o (Jlgte (sloye0 )3 C8 8 Sy S Slilug grlaws ;o B lsie 4 35 (55l Jlgen Leges
Sy 35 3l lgen LT aSnl 590 50 1) (adlie g cgliie ofaps 90 (L8 @lidos . (VAVY (alan) el
5%09) Gelgl wled (o Sl el ha b pae S8 5 G plow b g o 9 Jg sl o S eS8
30 095 gogas SleMbl glidl gl dew (5ilujlgen I lpae WS o JYaiwl &5 cudl Sdbl e oEay
Sl S a5 bogy po oMol g &8 1 55l Wil o a8 Sledlol oS o eoliinl S i 0an] 5 Shes (sdine)
e 45 085 oo 518 ST 050 1) Sl ol ildbs b olSass K3 Gybo 51TV Y (o e § oL aws
Gil,lgen a5 ams oo i sl anled g0 g (gile)lgen ;5 0 ) 05 wildbiws @ ld ) S lgie 4
4 oo Wlgh co g a3 I )18 ooliiwl 090 LS Wi aBly (goladl o Slos 4y gy po SleMbl 110 5" e (5l Sgm
TV oV e g 558Y) 09 8,0 3 lS Zoles 59 5 dgms Culih lans alS

SeS 39w (s3luylgen b s o sblie g laaise (b)) (s 5o Gaiod Slosl (1S 4 Sl hagh
3, las 3,50 43 395 sogar SleMbl gludl ol (o)l laieds o) pae lawg Wlg o Sgu (55l lgen S o
5° 09 ooliil 4s3S sladges 8 Shoe (a8ly Sblug (13,5 ey sl lbio 2 s )lnl gt b locs 5 S
S5 GRS sz el o 1) sse (il lsen SLlie g laaie (LS o iegyy 5l (S oS
(S 5508 SO (0t 5 a9 5T+ F e lKap 5 sl ) diloses stz S(Y A lSen 5 (5555
UL UE BRIV TESOO BYFS NN C O RE QPR F OV VL S SO ERP S p Y P
YY) SKa g 99) (5 e g 00iS els Ll 9 (Ve o coply oSBT Yo oo Ko 5 Sob) Sledlbol
S 097 90y (Sl e iagh o wed oo (LA oS Dol gy p (Js il esls 15 Gl 0 00
S plas o ax b oS conl Jlgw pl 4 el Bas ¢ iogh cnl 5o sl oas ploxl 39 (63l g0 51 eyl
Ol gy TS (oo Ll (g Co 039 (6,108 ‘M Slaenal 5 Sy 2b3)) 50 1) 0gm (3l)l50
Gloaidly A .zl ools [ sy 0550 (ol plu B0 5l Lepiis 1) dgus (55l lgen a5 ol glasillas 5ol
Beio S (gl & o (Y1 e 5 plal ) ot 15 salydh (goind (518 g JaSe il gy
5 iz aiod Sy SThol » wlg5 cn 3900 (55lssls0n 8 1 (dine e el 3190 10 (225 5 53950
ol @il 0,135

Silslgen 9 4z b g iy 555 4z 35 (g3l l0n 5l Ol e a5l (o) 2 b 25l gl 09 (o0 U]
5k w2l e (nl 3 Gz i S (o0 Blod 055 (s plus 3550 0591 (5 I5 uad Slaanal )3 1) 05
4 €09 5 €l ) Sl aalllas (pl 10) el (69,0 (6 0l o plu oBas0 51 (65l lg0n oS o S b, o
1 35 (53l lgen (saina) 53 (e (Slro Sl 5l (6 e S50 Dl e 15 (09 oo o3lil S5 G sl
(S y5 Gyl Blgw 9 (60, Nlas gloosls 4y oo B b 5l g o8 5 g e 4 Bk Sl Gl plus a5 1>

1 Beidleman

2 Baik

3 LaFond

4 Rountree

5 Francis; Trueman & Titman
6 Goel & Thakor

" Demerjian

8 Tucker & Zarowin

9 Dou

10 Graham

554



&AWl Clslwodanuw 5 ke vl 50 BFO-OAL casliossg ((VF+Y) Yo 8,15 ole aslibiad

adle o poe (il S oSl cyp (VoY (Ka g ol 500) (VYY) (e 5 Silo) 051 (oon i
QLS Gagy Cal 3l ol s &y (0285 Sl il g i anls y Spes sl lpen slo)lS) & bS5
2ol Gl e GalF 5 (Gupse Glo 05l oS S0 g el (pol sane) 4 g pe 95 (53l 50 a0l
e Jl0)55 5 (ool Coenl jfdg (53l lgen (solaBl Jhic sl st
SRy 5 0dd plwl sla i ks 5l ode] e 4 Qe j Sgu o pde & axg jl ol> Gadsd 505
s gk Boes ol pae a5 ol (lis Gimgl ol 5l odel s &) 0,58 Wlgd ol (V220 o) S 5 plal 5)
=g solasdl () &5 % sl el pl g 00 Jgie sladlo (o <S8 g 3l Jlgen g C g S i,
39 0aiiS &S 18 e 5 ZAY Lojis oS ol oles s onl 5l ol Caws & ol S o gl 1) 8,8
i 03le] g Sgu S A Sbews (sl 45 aien 3lg0 AVA 503l gz 5 1) Sgw 53 jlga Ky, i
g a5 waiiae FY ) olpde 55T il cnl sl p &S enl o wjlany b 4 |y oS ,8 33 b
Ol aile IS Ale s 5l pf 4 ()1 laied b dsle jioglhe ulpd 4 jomie Cel (e yieS Ll
badl Cgllae o2yl Gladied S5 1 Cel (Ses 09w (S3llgen a5 aa3 oo (LIS g 0ad (b yiie 5 (aS
4 39w (§3lulgen &5 Cel o plodl 4y (ol Jlgm (ol Gl B b 5l 3adod ool 58 s & 4y

83,00 ol loles Glysl oyge 5o o aidpdy SlocS b )0 g plu Ao 3> (e (5,80

Egogo Ol 3255950 9 5 Slo

G 5o slate Yol S sl pg3) O 90 10 5 (225 Wled (gl Gl ik allie 5l i ol o
(SIS yobo o el oud pladl daad B s S 50 saskie 29713 (009] ol ® ez o pite o Ly, Sy
68 Cuad Sludl () 5l sl a5 8 5 O jp0 Beodd Slosl 1 bz 90 (bl s 8 (s gy 0l 3o
Al (50 Sgus (65l lge Lol (¥ g oyl 5D

oyl A (5105 oS Lo
Se> G (el L) )3 (o pls I (6,138 Censd a5 00l gl Sla gl 5 B (Sl
oS (et Jalge (lgie 4 (o pla (lde b (plea la (g (1 0 p 4isd 4 355 Boee ¢ omo
oM (ol Se> 3 (el 4 b o Sloremal 35— CodtS 36 (V omi s (S0 I3

O PRV 4...>|o,s > QT a3 &S .\3‘0.\9.&;

o Pl a0 P13 00l (pmni Jolge

&3,l90 L iagh (pl jo Wl s plu (G0l 5 00iiS ani b g0 Jalge @ bty Jol (saiams
e § S el o o)Ll o gl (Sl Thas b 5 5k Sy & (sl o8 S5 Sla s 097
@ owplas G059 10 A5 olb iagh 45 amd o lis Gaizd Dladl gy TV () Ken g Y YY)
256 (6 N8B 3590 1 Lyl maendi p S jiiie oo 4 45 S o oLl 1) ule 50 Vgans cilosns, plox
0SS Sy (V 5 (e Sy 005 sl slo Sig (Vo5 jlie Jalge aws 90 ol 0,188 o
(VoYY () Sen 5 Sila) 0l oo (guoplas I L iy el

! Chang
2 Lai

by



BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

5 5 00l 13 gy 250 58050 ke Iy (g plam al b 055 Lol sallis o NV Siigere)
o WL e b poples b g 6yt plie 4 (o) S8 S8 00 ol la Ty o was e
el ) (5 5§ OV Siigar) )8 o o3l o pla 58023 aend 2 295 5 4 5 0032 Lo o
iy o8 &Sy o3l () 1l Ol aS Wil ools liad |y g plu (605 Ciond 00isS ynd ol Jole dns ¢ gomy
(sl OB Jule cnl Sl (oo 5 S oo (T g (o pler S8 (St (Vs e e &
556 oal S5 slaassllg> 55 0al ()15 Cued Sy (eSS o g ples Lawg oal i) aliy
Sy30 Sy ool b e gabaly o plac cdom i ¢ OO (Soigars) cloaidl a4l 2035 o
Foanlid (b (pwplaz a3 (e &5 WS g0 (28 Grizmed il 0) (s plgie 4 (o plus
Jlil sl Joduzmy 6 5tie (lgie 4 (qplus S8 2550 )b Sles 4z 2 15 el (o plas (S
it (slalne jloslinul b oot Bpo )5 JooSS (6ln 1) (5500 (A 5 Gloy b ploplas oS 0 )ls (5t
rbes Gae> NG 5 (pwpler (S O (22 Sode BLSJIL (I b 4 (L3 055 weled (S
R (W

Sy b 25 liS 35 (35008 0,90 10 Gl Slosands 2 Sl (oo 35 e Sy sl T
i (VAAY S ol oy bl ducigo) Lansgs a5 jobo ot sl Lo o Lo placs (6 i Lol5 (5 )
b oo Sy &5 o5 5000 (6518 Sty (V) sl 00 JSCAT 52 99 51 (5 e (ol (651085 Sy sl 00
by Dt 5 (olad (g0 (Jleiol Seas) 4 a5 (S ol IS 9 cenS (1) g sl (5 500 ol 9 s sl
Sty O (52l 5 08 50) el Lo il 0 Lol s pla S8 LT a5 ) @ a5 (o9 (5 e
sbasly @b 5l oy90 SLladl alS plxl 5l ey & (Bod> (sloeds S uplas Sy P Glyie @ ) )b
)50 Jo S (g0 i ile (0 (Bb (o plaz ()1 j900 5 (g plus ploxl (2 58 (g plus (slad il
o e G Ll o ) (iie Pl ()8 Sy @ bgiye Ml 28 aghy (nl yo ool
e Gl 0ud S ()l Sea) b (o pla sloanza (S jobo 4 oS wms oo (Li g 035

ale) (L3 alllas 51 By o Jlie Blyie & anl I3l G55 (55 i b agos 5250 22 salsd
Pl ol sitie S 3l 6V ol 4y gely 5o syl 45" il o3l i (O A+ o Sigas }VIAF 1555001)
Cowd 4y gloosls wly AT ) (o Kan 5 b)) (olib (slses Sy, o (651 aisS o il Sy B yo
Ul 3o il (s cogos (6 ol 5 1 5y Lannsgs o ool oaoie VLI (gl sos gl 51 i 35 31 onko]
ol Glo anie 5 (lad loes S (o (lgie @) 5500 (P (6518 Sy G (Sie B3I VAR
G4z, @lad slses s (Rl s 4w ples ae I (Rl nl pogdle ol 18 0 900 ],
s gl 5 el i 2 Ay 0 &5 g ol el olass il 51 L56 Jl

Shageie U 58 Sy 2Ll o] Caws 4 (slmesls 5l eoliinl b g b fyeof Ogmipg g 3 lay)
5 5 55 el ol 45 63 g0 45 il L5 Yo AT e e e gla s b 5 aAiSES 1 s gl S,
S ol gl el 0l B Sgw Sy e S, 85 o 5 059 cand (b yiie 5y sla plSe
oS ols (i Btz ol 5l edel Cawd @ ol i o (T8l b i (sl 1y 055 Dla g0 slog 5 5 s

1 Simunic

2 American Institute of Certified Public Accountants
3 Morgan & Stocken

4 Palmrose

5 Bell

6 Bedard & Johnstone

oy



&AWl Clslwodanuw 5 ke vl 50 BFO-OAL casliossg ((VF+Y) Yo 8,15 ole aslibiad

Solbas sboogds sl byl bl i 1) 995 (61888 5 o plu (5315400 4 by o Dlagenad (o plu>
s Jolse oz 4 sk b 3 (V0 le 5 () 0 go )8 (5,0 8yl pll S 5 ezl
Con (S90S ledl (550 i3 e 35 05 Lol Sl ) Kamgly WSSy (ol (2023 00S
sl (Slaanyim 45 ol 1B (9051 3590 1) 4088 ol e bgye o sl g (sL2dl 4 Loritie
Ladl 1) Woslatwlgw S0 b (gl S¥olis (sly 09y coloyy cnng Jl> 50 o jsiS 1o a5 Sb i sl
i 5 5l Jlael 56 g ) i slrosls olul (V-0 oo 5 (yse) b ol Wl S o
) (s ) 355 oo o (sl 5,5 58, o Jloj oyl LS s 0ad ol ol Siagy,

S oo adlas [ 6 3Vl (e pla (sladinjo iy oo i usle blne

o s gaos 3> Olowouad g Sgw CotsS

‘JL.A U‘?"‘c’ 4 Slools )‘)9 S 990 |) LSM:J.:LM? Lg)‘df Mo.:.‘a 9 Ogm WN.Q:S O 64.]4:‘) (§Odxe Silalllas
(o lgie 0 (L (s GBI 5 03,53 503 (5gas PMBl 2 (m S ke (V¥ 65 5 JigS)
3o el s b 5l e geme (bl y ool ol ) Kawgsy .wlos 57 oolaiwl dgw iS55 05l 5l
LY PR e e P P R S oe BE-R VN IP L PR GO P-1 1 S LG VY (O A S B (W
Sty b1 Yl s Ml (e S Cu e 54250 b (S A pluplus & ols (i Bidos ()l
GHSe 5 Dgl) wlails b pe VL g plas slodiip amii 1o 5 VL g ples I VL gl
OB b1, s BBl (e g S ke Sy &1 (gms gl (50l (il (gl 28Ty (Y ¢ -
Soslazwl b oo ol ol Kigsy ilools J13 sy 0,90 alflaz jobo 4y dgus 2lS g a8l g L gugas 2
Lg.u).gL...} u;La:d.:g‘)‘,a: l.a nS)L:-';-'." EM r:)té‘ C_L:....; O aS Sileols QL....‘ AR JL..: Lgl)g oo UYLJ‘ ‘_gl.mab
S/&o.uo sAlJSLga w)‘)f ‘) Oguw wl)sl ‘_g)L.p| (_g..\.e(u ﬁ)b‘ as GLQJ)‘.‘: au.l‘ B oa)‘& .o)lo S99 W .IoL.:)‘
GyS g b a5 A0S o i gl g5 @ 1) 055 (glo aidly oo ol ) Kiadghy s (6 3VL g gl sloas o
S 5 8 3 e S S b LSy LB 5500 el Sy 5| o8 sl gl 15 allons
R )lf)Lw ‘05»:‘59 Qwa Sgw u,.,.aalf J.JLM 3O Ogw

S B (sline 45T adly g0 o e Slosaly 236 oy 2 4 B9% (o (VA (S 5 592)
ol (6,105 B Dloonal b oo iy Slles gLl gloan e b aid) (he 8 onds plad slos
039950 3l )5 (s Pl (e g Zy e gl MBI (e S5 Cupde B il Bl
S b aies e ool (o28lg Sgus Cu i 4 laiz s gl sdom I3 s 10 lo ples (cplpl S o
S0 aldbis B Sguw o e ;0 U Sl lpoe Gl st pailSe 2Bly dg Co e 45T (60 )lee 0 ol
b, 6V o gl sloass 3o i ls (6 YL (a8lg S Co o a5 placS 5 (6l Yoo s plaa S
A ol o ol jloples 4l 5l (6 5YL alsols Sy b plocS 8 iz a5 |1z aisS o

=Yeee 0,90 50 odoxie SYLI GlacS Ll (g0 Sles (glaools I glacgazme (bl » (YA o Ken 5 (592)
0929 oyl (Gh0x B> g Bly Sgw o pie o jloline g Cutte il LLI LSS a5 wols las Ve e A

! Lyon & Maher
2 Goel & Thakor
3 Abbott

4 Choi

ovy



BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

A0l e S Gl plas a5 aes e lid cal (gl MBI sise Sg g pae 51 518 asT Al
Sy Sy ke 03,28 LS L 6lp |y gaemHlEm den B> i M (e g o e I (28 S
S o Canlg o o8l

S ogill jsbo & o e (S (s St laie & (5 hules (5 Salidlone ol (YN0 ) len 5 )
25 92l el 5 25 sy (V0N (e 5 055359) 5 0000 S (w2 250 985 o Gl 1 S5
Jaws b oS 1o bg e (615 aliablone 40 o351l yabo 4y o pli a5 Sislo lis 095 g 5l odel o 4
orbes sladnso 4 e Vb byt 6 S aliblone (ol Hobo im0 Lt 25Ty (o pla Sl 3>
b sl b1, S o olis glyes s sl S aliilne a3 5155 45 oS o ol 1, Vo ool g o0 jieS
W2 oo ialS 8 Ll gladl Sades

Wlosls J13 gy 2 9590 |y (g pl 202 I3 9 (2 @B S (LU (VA (e 5 (592)
G (7 Sy 3l 2Py (G Bl oS oS ol i B (il o0l s 4y (glaaidly el 5 25
@ 6 s sgu CBl oagm Bl irs oiS Cul 0ad (gl Eed Sy e S oS ol eS8
3 o Gl aildiie ogilly Lo (6,5 I35 L L yo (ol S, Voo 5 03,5 s |, 508 slal >
oz @ 9 el bl iy aeln )0 e MBI CeiS (abS sl (oSl Gl ples cnlple
YT Sloj goil 2 gloS (slanS 1 (gloonts 5l solital b onh ol o) Sy 5,15 (oo gl (6,58 o
Geios ls )0 0929 usSae alal) (owples a0 IG5 G MBI Sl (e oS Wl (las Y e
(a8 Gl Seary (R SIS 4 Fiml o @Bl ColS L 2l S 18 (6l ploplas a5 0y (LS g5
s sagms Bl i o sl 5 S5 laailie S b ol p ogdle S o il (gt (gtar 3l
rber saem 3l b g Bl CohS )l 5 IS sallge 53 o 4 ol (i ik (Sl el s
i o s STy s it g4z 3l L 15 gail3e 4 sl sy s 3 4 Lol 4l _ite b5 )

Sguw ()b ylg0n Wluol
0 Byl (G 3 Silug gaes (RS 5l & jle Sgus (g3lslgem PMaol (N AVY (yaluy) SBus il 5
Slosiagh 3l edel Cusd 4 025 dalsd al p Giod Slodl ) p aibige JIste 50,90 Az (b )0 Sge
i (V 5l ojle a5 00 )5 Slgaiin Sgw (Gilwylsar gl e Glro Sl 5590 o |, Diglate olSays g0 s
Slge cnl 3 Sy o lansl g aslol )3 g all oo wges (55le)lgen alll Cuo b 28 (V g 35 (g5l lgen SN

Sl S 18 sy

Sgw il ylgen (FleMbl A5

30 09 gogar Sledbl slidl gl Sew (g5l jlgen I e a5 wiS oo Yol € Sledlol cy 5o sBags
K15 o g (53l e 45 0iiS so Yol (VAAA ¢yl § (pog ) oS oo oolitinl S 1 oanyT o Slas 550
a5 (0T S5 5 J559) ams Gl 0 8,90 a5k 5 5 S 1 g Sl 2005 L 1y 2,5 53
ST ke js Sledbl 50 Wil g0 Sgaw (55l )lg0 AT WlALElS 2 yad 39> gl odel Cows 4 glaaidly
loy Jl3b o 1y plows sz o ol (SWebul 4l o g 0oy uals oIl S ale s 4y S | o5
IRt

1Lee
2 DeFond

oyy



&AWl Clslwodanuw 5 ke vl 50 BFO-OAL casliossg ((VF+Y) Yo 8,15 ole aslibiad

i o2 €Sl 30> o0 it sla igh (il el Cews 4y o 2 Sled Al el odle
g 00,5 Cusi |y C8,5 ST slaogw 5 5yl Slaogws G alaly Wl o Sgu (53l lsen 4T WS o sty
Joe Glgie ) 092 dalyz 5V gu (3l Jlged il 53 Gloj (o 0 35w slagl 2 (Sluyedbl g polss (ol b
(Y5 ooy 5 ST TN (Ko 5 Sila)

Sgw (3lw,lge € Sledbl g sEwo b oS wias oo &3l ) gumled 3 Slalllas 51 S e o2 b )
Sgm (53l Jlgen SEMLI (185 (Gb3) 4 (gl (o (Voo F (et g sl ) (Jlio Glgie 4 0l s
Gaas s bl wass o565y 0gw (gilujlaar YL a0 5l AT SlacS b ol Gl mls s,
A2l Lbls (oo g plow Glrle Goix sly (5 5%eS (slo e

Aoy olse (542 5l o5 (il lsen slad) SEL] Caje s 4 (R5R b 3 (VI (2)
S g Bl g (g I8l ggeme 3 )bo Sl 39w (53llgem sl S S S0 3l (A5 gl Jolow g 44525
e S bl pie o 5rins oyl o s olyas (5518 ANl lirabl pie b wisS o aslizud
S 35 (i sllas (7 g Sl 39 (i (F95S T (V plos 033k Sllugi (V4 s (slaanin
el 03l (Lt 1) sppliien bnd b alizes (gloazeins (6555 & dulio 5 00335 (550505l

Ly g o ape 35w Silojlgen Cute 236 Sl 4 (el (o 5 (V0T (e 5 (L 109)
S (LS| Gl Bk 5l 35 (3llgem 4573l (i gl aB1S 5y (g o8 SBES 0 50 (o (el
b (VY (hlSen 5 90) addy (oo dgme |y (oo (LB 10 S9m guiedgus c(solaidl 3 Shos 5 00l (41T
o p o8 SIS 1L oS ols i ol Sl LS 18 5 dgm (silulgen Cute SLSL Dbyl 4 stegh
ol 353 (b e b GEWLS (el b ol )3 S 0l (sl (6,13 (645 #M 2 (ie S (3L lgen ]
@ 2biws sl sgw ilelsen 5l oalitul Sledlbl o je 5l (samled Gubios ol 5l ode] s a4 gls oS
(T8 K g plal,$) sl 00,5 1,1 o s il (a3 b aloloo gy Ll

O a elie slatagh o (VoVe (ol Sem g SOL) 5 (Vo Ve ()5 g (b jo0) dbiwly o 5o
bl b lpae slas oS b wls las clidos cplacsl, bas 1o 10 dsw (g5l laen Sledlbl oy e
el ol ol | Kamghy s Sgus (53l lpa 2550 fliey LS W0 K00 &) Cand dilad o555 YL
e S glls 5 wS lsen | 05w 5o job ar Bos ST (i 1) d9w B85 jsb 4 il (o a5 il
b o gagad oMl e 5 o pae awsgi S glaci G S8 L Cude ok 4 S50 0 a2l e
U5 L ke Lasss o plosl Sges (55las lgad 45 w50ls Lt (¥ Yo oy Sad 5 iz yo0) el 2 o5Dle ]
0055 2 e (izmed 0)f0 Cute LS| gm) 2 o8 SlocS 1 oaiy] (Slloe 0 Slos 090 5 (ke VU
Slyan 1) 6t dgu gyl Gladges ;0 &l Soany | Sl 3,5 oS 5 b (s e slaobly YL o
15 035 o Eglom o5y oyl 51 laaiily oyl aiti o Sgsgr aiisd (sl |y Sgms LI ool ol 1 5 03,5
NGV INVE-PIPRYWIP-S W\ POV

Sgw (55w Hlgen aildb Cus il
s 0 aldb cunyd s S laie 4 plpe a5 WS e atuz p 1) G ol «aildl cus B oFag
(51 goladl o Slae ol (i gl &Sm0 (g3llgop 45 a0l ,Silis oS0 (2l i o0 S50 (5 3lus Iy
a3 Al Wilg co Sgus (g3l jlgen Gkl 5l lo 1) alidS glaoguw o Sles Dlilug (10,5 ey 055!

1 Chen

by¥f



BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

VW (e 5 Y YV )8 5 Sl) 0gs &S50 (3] helS 4 et 5 00,5 wpats |y Sanles
(YN0 ) Sen 9 J

Sz o) iy o5 sl oSl o jp0e 45 S o VAl TR0 5 5 5 p0g8) (Jlie e 4
2 ole o 393 pogas g gaid gallas g @lie Gaal o | e 9 <S8 @lie Gali Sl 50 00l 1S
Al sl e S cnl (e WS oo Al (0 28 SRlgd speliee gl (o (V+1F (o Sen g K9360) el
Silsed 2553 (Ll plow an3e Slie p g 955 (cogat S5 bl 4 S5 b )3 0 Shee Slilug
9 o0 Sgm Sedlad ol Sl dgu bl b (53l jlgen 45 amd o (LS (rntin (SlaAmgl Nigd o0 S
9 es loy ik )3 plews ZaS (Figdadi 5 VL (Dlelao sladinsn 4 puie 355 S5 4 5 dgw CoBlad
N oS 5 YT+ oV Ko g wigdY YTV (o 5 Sl

50,5 gasee |y a3 b w3l Slbls )l ol 8 wilg o ol pae cdbcus B (50553l b Sgur (53l lgen
2B IS (Sladgu 398 o0 Ll 355 a9 4 dagslial (nlogd e dgm (Sloy S 0 (2lacs il 4
las il (ol (615 UK etz @ il als (57208 Ml 2855 608 slagl 2 5 ST slodge 9,50 5
5 o) Geizan 5 (Ve Y (e 5 5 ple) Dlinig (V008 gl 5 SB) Sl g 5 51aS ool (slina 4
Slo syl glo o )l55 Slgl 3 wilgy co Dlasoual (g5lw)lgar a5 wimo co L 1) Jloss! (pl (V2 V- ) Sen
(VoY lan 5 Sk oS 5k las oS a1 (6,500 Sy 5 00l b33l o] e sgles 5 gaes
&l g w1 51 sl o Hlsie 4) e sl (6 ol (slo s 45 05, 0 Jlozl iilos S Yo
ouigl o Shoe jlailiy (hg3 0o 5l o Hl o alsl  Slosads (53l lge 55 (Jlo @ oai 5l 39w JUi]
45 g Sl Ly ol 5o Algi g0 ke 055 e Llate il g S (slosiming o (o) e
S Lad ) g g, Al (6 5 g0led ()15 (s sloe s o

o3 sans 3
9 3 0 &b pdy GBS 1 50 (g ples (a0l 9w (53lsslgen 3L Dbl SRegd nl 5l Sas
wiloads 75k Ojgo d Gidgh (BarS 8 i i oy S VWA E YA Sloj (50590 (b ()5 ok Gl
58 e saom iz (A Sgus 43 Sl dmis e Sge (53l g0 19l GAmS 8 -
Byl lolixe
U ol Gaomillam p oages Bl samin (e S5 5ilusen 1093 GAn,S -Y
Syl ol

OB (wlad (shg;
Olado (goje> 30 (G0lhg) w9 (70 b €95 3l oot cwlid gy 5 (Shnad Cqz oGS )l
A 3 ool 4T3 10 Wl oo 153 5 S F e oy axdly A §f solitd b a5 Eunl (g ol L
(e 50,5 g5 5] Bhaal g onle Llod §f i el ) el (0,5 5o oo 5, el 51 bl 4tls 3,15

! Fudenberg & Tirole
2 Myers

ovod



&AWl Clslwodanuw 5 ke vl 50 BFB-BOAD caslios (1F+T) Yo (85 sole aolibad

S ol (aiged g ol

Sloj 0)90 w23 oo S5 1585 Jolgs 3l s Sk o Jub oSy ola |y gy (bl garelr
‘553\39 6):5435‘3 Y )'| Lg);a%s 6‘).’ D9 0 Jolis |) WAL WA sl o Jold o g Jlo Ve Budod
w‘ ol 45‘)‘ \ Jﬁ“\> )o 4.:54.: uL?L.:‘ J.sﬁ) w‘ 0ds ealaruwl

Aiged oLl gy N Jguer
X A8 Lo ol 8 (91 20 ook i iy (GBS b S olass
b lro
OAd) Alosgs Jlad uyer ;0 =09 gloj gpel8 0 a5 SlocS 4 slaw
yY) Aload aid pdy uye 0 dma Ve o 5l oloeS b slass
(FY) Sosgs K5 b 5 oSt o Lo sl Falaudsla s |58 ayle yos o Siyalnir a5 LS )5 Sl
xrv) loals o Jhos s oo e 9,08 5 a5 oS 5 sl
OA) 2l c0d o yiwd ) (o pl e3> ) il 0550 bl 3uio5 Jloj 950l8 (0 a5 SlocS i olows
A Wges LS L& oluss
boans 3 (19051 Joo
Wly il

RRY IWEPY S
piniia g 0 Ladl of pos glacziisloals Q—‘ Glools g o iy ol coiy & iite SO D jao Ay it (ol il 039
! 00 C‘)M‘ J‘AS alols 5 W)

fiano ((g8) paiic

Sgw (55w ylg0n
St Aides s 9 5l ey Sl iRghy (o ld gy g (e oo Sladl gy p il p 295 (nl 5o
Sl 00 00l @“"9‘ J:o CJ“’ £y aS oo :\.J)f 0 Sguw LS)L“)‘W)M 6)'5")“'\“

Sgw yo Wllwg (A —
A g w salaly oo ool las SMTHL sles b a5 0gus (55l Hlged yuiite (65 o310l Lo (s
oy S3lelyad 5,5 5 145 ok o 5 lama iy 3 ol 55 e (5085 Sl 5 5,
5 o) 09wl Gl GuB oz 3l S 85 Al sge Sllug sl guga BB 65,8 4 Gk
bl 4 dgu jlre Bl yzul s g B 5l g ood Sllgi Jle NAERAS o 8ar g 592l ;Y0 F ] ISan
Sgm S llinl Gl izl Cond 1o G saie o) (Al (Gl (Gt 4 g ol Cns 4 Sl L an b gus

1 Leuz

bys



BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

S oS 559k 4 .00 5 oo o wDllee 3| Jols (gui Dbl o jlaibin] Byl s Sl galle 4w Qs
(VoYY (G Ken 5 Sl) cal 09 (55l g0 51 (6 5YL (gaz )0 (gosims lid aslis ool 25,5

o2 5 oAl dgm ma (ToVY () Sen 5 S5Y) Gaios o ooliiul 3,50 o5 5l (Sopm A Lipgh ol
(Wl 0 yiSTas g aw M) S e (1Sl Slio 1 g (6525 o3Il domiws dlons jo Jlles 085 slac)l >
031051 31 5 o0 (g oo odel Cawd & piiie oS 5 (ol 4 B 00ud 5 peanndil 050 (L j0 S L8 o ol e
205 Bl 2l nl 35S 55 5 SeeS slo oS50

Sl g Ml (& —
sab oo aols las SMTH2 oles b 54855 ol 10 a5 s (55w jloen puiie (5,05 o3Il (gaziw (uego
35 990 (3llgen azeins (regs « (VN (oS 5 SY) 5l (9 &0 sl 003 )5 s po5 (5L (545 DU
ol (25 BI J5P g Al o)l JS e Slilos (638 b 2P G (Shanad 2 )0 (ke Sy 05 b
el oo s ay ilizre gl s b 55 onbaio ol clive 11 g 0t dplims €la s S

IS o i

Sl o b obls s 0 & 5ok 5l g oad ools )Lis SIZE slai b a5 8,8 g0l 18yl (g0 31l
Al dlyz> (5,505l 090

P ol rez 4 la 20y mez s s,k 5l g 00l ools s LEV slai b a5 Jbo Sy, 1 Jlo o 52!
a8l gSeglal 58 b

4 e R (6580 (5] oS 3o 4k 3l g 00 ools L BM olai b oS als ) slacus 8 1oy (g cuo 48
S saleS 6 Seslal Tk 53]

0y50 bl sl ol mez p (AllE o s lue a5 0als ool L ROA slei b iy ol410 083
9 oo dmlone

g Sl 0395 S8 W 0 00 b5 edied i S Oygo s g oy 00ls Lis LOSS sles b ryoge 00 (33
S 038 Djso (pl pé )0 9 Sy vae bl eald (15 alls b (850 (b 5 oge Djge 4o STl
oS aalgs L]

4 it cpl ool 0dls 48,5 L5 10 &80 0l 5l g5kere Glgie 4 g 00l ool Lid SGoles bz gig 8 by
el 00 (555 o3l (6l o Lo ol )l Jle Jlo b (6l Jlo (39,8 IS 0 p90

Sgguinn ol sla ol)ls (5180 b3, allE s s 1 5 00l 00ls Lai OPLEV slos b i lo yw SR
S5 oo dnlins b s ez (Slpagz5 5 YT e o Jlgal)

oz p S0 Sllas (o Sl o a5l aS oo ool lis CFO oles b 1 Gllos (guds bl >
Sl 00l aulre o ol o

e 00l ALDG 5 Sjgo & Ghogl 5l oolaiul b Slegh sleass B (ige3l Jas

LAUDIT;, = By + B1SMTH;, + B,SIZE;; + B3 LEV, + B,BM;. + fsROA;: + B¢ LOSS;;
+ f;SG;; + fgOPLEV;, + BoCFO; + €

! Long

oyy



&AWl Clslwodanuw 5 ke vl 50 BFO-OAL casliossg ((VF+Y) Yo 8,15 ole aslibiad

ORRgj sasl

EViews |l38le 5 Joswe ;0 0 uiie diz o e S, lo Jae 5l eolitl b loars 8 O995] ol Limgh jo
Sy90 Lg)Loi w5)5 09 ijjjbiJ‘M Lng)AM J.AL.J oo oolaiwl ‘5:9“;) JAA R M;u)ya
‘))wtﬁ Q)ﬁif Lg‘J’ ‘59$L4) Lngfl l) Col) Lglmfl U‘Jﬁ) Lgrf)lfm uﬂ:.?(.nad )BJG..A LY ..\MJLJ‘SA J.ALJ 6&0&‘& oalaiul
Ll omnld fy903T d al 1o 50 (ol SIS Jow o A 8 ML Sygo 40) oads plal e F o905 Il
(e 5 5 St o seite oy 5 ylae 5 95500 T & Fojlol g 3 Joo slsbins (oo sl 09850
J.ALMJ ‘6,49 UW;) JAA SM»W uLAjj.Lo 4 ua..;bo Lgtmuyo)‘ ‘k)‘ )‘ = .)9..& & SR t O)LA‘ SeS L
(09'“‘)‘) M) J.a......m ‘5wa UL\A M LECK) (‘).3—\5)[? U}A)‘) Lbo..\.\ub 0o JLA)J LngyJ,S
Ao o i 1y o a3 0, b i pdy ol s 4 gl Colgs 0 g Nigd oo |,

Swogi ool

e lare Bl ¥ Jgaor Gl sl ol ¥ Jgaor 50 5aio (slauito b L po hnogs Julod Condg
o8 bl Bl 5l aiges oS 10 g o0g yeS 1500 Jlire 99 4 Comnnd (gl UL (gl 2 Sge oS
olis a5 aibice [ AD L ply (ROA) (5 505w 005l puate ailie il ails (518 SasSly, adl, sass
s ( SoiSTyy slo el axtes jlade (ol 5l jies 100 ger g e (nl I eS aools 5l e o oo
i (6ly el :Sile @ s Wil (SaiSTy (e b K0Syl lmosls ( SasSTy ol (et (61 (s kene
105930 Joy @398 51 ol 4 by pe slaosls a5 el T (sbsF o puite (SarsS 5 (Sgzr (guoyp ¥ Sy 3o
b b (5,5 VWA ) &8 58 Jlo VWA= b sl Gidvgly ol o lanlie ggazme ¥ Jgozr b bl o
sl (1743 JIYA)

i Sy ‘jz' GaaS  aphey dhe oifle  Challe
Yov/va-. \FIYeY <[AYY \NOA?P YY/AYA Y./vas ARIARN VYA LAUDIT
ZIYY \oF <IYAD —+|AN? —+[PYY —+/YY¥ —+/YAay VYA SMTH;
AR \IYEY YY) DARIN «[ARY </YY¥ <[OAY VYA SMTH,
flooY AT AR \/\PF VA/YYY /R4 \FAYY VYA SIZE
AYYYYY NbO-A BAZN ofe e \A7A\rd <IY\# </ ffY VYA LEV

AT\ ARRE ZIVHY <IN <IYYY YIZYA \/OOY \Vian VYA BM
AARK +[aYY ARA EALR <[#Y DARIA <\YF VYA ROA
Al VYA <[\EY Voo oo DARA! <IYEY VYA LOSS
AAINS =\ YAY NN —+/YVYY fI7aA AN DAY VYA SG
YAV <IYEY <\YY ofe e «IYAY <IYY¥ DATAN VYA OPLEV
AATYN 74 AYY —+/YaA «[#FY DARYN <AYY VYA CFO

&ly 0gei ol lipebl b Jae Jiius gloyiino (le (Siad poe 5l b Seaw)S, Jow o551y (sl
S5 55 Sy S Lo gy, LS 3 S laseiin o (St e b S5 3 el

OYA



BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

ol po (g lolms mhaw g ladke ¥ Jgaz jo .l ai8 § plol gy (Snod oy 5l ooliinl b gab90 cpl &S
ol o o0ls ylid Jiis (slo pstin o g (SonoR

g oo odalie ol (slaJue )3 00l 31y (Sl peite o (Shwod anl (Al ¥ (Jgozr ;0 45 jeblen
39,9 Azexid 0 el ol odaline Ll o (698 (Kiod g ot sy langie b Gand > 10 0 )lge (s40n 0 4
JSie g 009 Gl (ragy sladae ;o (Wad dlie 93 4 93 Dj0 4 &) 0ad () p slopite lojen
30 JRis 6lo piiie (i (Gl (Ko 303 o0 (LS (Ko s yilo gl S od ol ol s
3,05 3929 (80,551 (sl Jore

LOg g (Somnod gyl Y Jau
CFO OPLEV SG LOSS ROA BM LEV SIZE SMTH; SMTH:

\ SMTH;

\ M SMTH,

\ —+/\ Y SIZE

\ oY —/Y o[\ LEV

\ AR /A B4 oY BM

) R R IR RY R ROA

) o9 Y —ef 1D YR R LOSS

) -4 -I¥D oY o8 Y Y o) SG

\ N Y —efeA -9 Y IR YN oo OPLEV
\ R Y Yy ooy —ehy- oe¥ -If8 YN -Na CFO
WLarsd 13 (4903

ol 00 )] s 8 51 S5 o 903 ] 5l ol zulis sanlsl 10 a5 ol 00l (g5 A B dus gy (ol 5
Odges pateiie j5lite a0 1 £ 5 0 F slo Sz jo Graghy laand B seil Jae 0yl 5l ol b
el F ol (5 olinn s dinacs 8 oyl o 5 35 izt o F U sl gl 51 el Lo Jate 3,51 090
i gl ki & i gy a1+ sty Iy B (sl a1 5 e s 0,3 (3l2)
Chi- o el (5l stxe s 505 530 5l adlo (25b0 (39, 29 9 (Rl slobs; (oo 5l doapd B (y5e5]
09031 sk 4 Jao cnlplty ol oal Canssy o0 0 5l 52aS s 3 9051 e (sl 55 renle (9051 SO
258 805505 0550 b DT o shl gt 4 b gl (slaans 2

JS 5009 (00,9 B) idy 950 sl b 31 2aS (Jao as o g3l 4 F ool (6l sime el e pizpan
dd o s a5 wlo JE (VIO 5 VO ) Jgud B (gasals 10 35 (ygmaily Cymryg0 0ylel el o e Sge S Joe
ooy 00l 3)ly (gl yiie (e (o o8 (cuyp o Al @ azgi b o)l g2y Joe sllaS sl (e (Sie
.oo)fu’_o.; odalie la Jos ;o ot a0 aillb o Ve ‘;o@).lbl.&o

sy el U S (Sl yite 50 ponis I3 & Ay ke 58 i dops Sl (R e
oy a o ;0 00l o)ly (gl yusiio aS Lire (s el /YD 9 +/YFAV Ll i Al aw slagXl
s YDA L ol Sl oads b (sl (o b b o0 ety |y dinly it Sl s 5l o j0 Yo/ 0 4 YF/Q)
oy (6 (Sae 3l AT 0o ole e o a4 culps nl 50 ead 515 S Ll a0 YAAS
3l 03gs )1,55 5 Sl L5 s (5508 51 (63550 oo ds j0 a5 ] (K00 S 055 s

ova



&AWl Clslwodanuw 5 ke vl 50 BFB-BOAD caslios (1F+T) Yo (85 sole aolibad

5 Joe (ko) slaosiledl (sl Jloy @iy s (b (gaw S ) Joto 5l ool (593 0 Setes 31 (S
Sl pite iy pite of @ 4 g aowiledl & 0950 (B8 935l lae 13 Sl oo Aty eite
Gk 3l oog Jloy hegh (ol 10 03 (0 (Sorm Leodilesdl @i 5l dly peite @i cnlply A (Sl
ol BBy 0550 |y =Sl o]

S O Sy doe Su lrosileidl o9 oy 503l b BLS I o 1 = Sl ojlel (5l s o azeliz
el o s ools slass a5 _aulyd )3 3529 ol b o9 oo dnb b oiledl (09 Jloy (2,2 Livg il a0
Jae 350 5l Jols sladidly ¢ 5,5 salyss ol losls Julos wis, jo 1) SISt o ools (0405 Jloy il oL
o0 3 YL Joe LSl )l e grdaw Jsaz ek (V) F (o Lisbdlil) ag aialss sS5T LB 51 ygems S
S5 o0 ol bosilesdl o9 oy 5 Cand

sl BB owledl Sz uil)ly (092 e (28 Gy e patiia O iz o g0k S e
a5 wib s o b gl Gudod slo Jow oailadl b bLS I o i)l 9050 F oyl S sixe ghaw 155 ol ol
Jolio 050 51 gy Jote 2 (slmolondl ol ly (latl g8, jsfaio & ool oy O 31 55 ke
Sl ol G 5 byl (VN F (LsbMa oo o oslind Jao 351y jslate & aidlpees Slayyo
el 00y (3l By epans Slayyo JBla 0905 4 agd 3 (9051 jolite 4y 1) g T

93 Jol Joo (ygam 55 (y903] gulis F Jguxr

LAUDIT;; = By + f1SMTH1;, + B,SIZE; + B3LEVy + 4BM; + fsROA; + BsLOSS; + B7SGy,
+ BgOPLEV; + BoCFO;, + &

:f;l’;’? j::n tojlel oy e sled o gl
- ofeep YIVYE AR Bo ol lade
V- YE ofee —FAYY —[Y SMTH; Sy Sllugs slus 2 (55kelg00
VAAE -[f9¥ NiZN1 NISN SIZE RASHESINY
AN -/¥YAa -[ays o[- ¥A LEV Sl g0l
V¥ON [+ —¥/fYF —efe BM Ay glacs
YIVOF NEARE) AR —ofeYY ROA laolls oo3k
LR <YV —+/204 —+/+Y) LOSS o9 03035
Y/- -9 <[FAD —+ /A —efeeY SG Sh9B M,
VO oo ~F/FAD —+/ 4 OPLEV oy JB
AVEYY ofoe “VIEAY —[+AD CFO Shles a2~
V¥4 AYY -Jav¥ -+ Y0 AR (1) Jol 45 0 (Sipon 355
YAEVY (/e ) Somls H 5051 YEoF (ofoee) sz yodd F 5esf
Y/ ¥ 9y g o el YIFAY (/v o) F oLl
YUETY (-0 il g caslh 905] VEVY -+ ) 55 e (y905]
SARIAN 0l hhds el Gy /Y Oyt S

2 950 (S3l)lgon S ol (A (ot (90 T 2 (e yeiie Sl 5 45wt F Jpuz 4 4z L
Sl 5 oylel) sl atils ol s Jls> (5 loline 136 (g3l (5 ojlel 4 azgi b Sgus Slilug slice

OA-



BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

S ool b g (53l fsa o5 oy e sl Jol (548 ol (ool 03 TNV 5 o it o
29 g0 atbpdy el 008 G| LA S5 blusg i

SRR P93 Jo (ygew )55 3905] s O Jguo

LAUDIT;; = By + p1SMTH2 + B,SIZE + B3LEVy + B4BM; + fsROA; + BsLOSS; + B;SGy,
+ BgOPLEV; + BoCFO; + &

I

VIF) ot toylel b 0 Sls o ol
- of++9 Y- ¥ AN Bo o Jode
VAN of+e “¥VA AR SMTH;, S Ml slice (55l lgen
VYO V¥ \YOA -[03Y SIZE X gRISRY
AYYY Nitas \IYas o[+ FV LEV Sl gyl
A+ AY ofe e -¥/Yaf —efee) BM o, slaces b
V-YE <[£YA —-IYaY —eeYY ROA Lo gl s 035k
VIYOA AT “VAEY —+[-¥Y LOSS 9900 0k
VYYE YA SVYYY —efe¥ SG ISERES
VIVAD ofee -¥/aay —e[-¥F OPLEV oy JS>
VYAQ oo RNg —[+AA CFO Slbkes g8 DL
VANY oYY -/AVf o[+ AR (1) Jol (545 30 (Sana 395
YHEAQ (+f+++) ol H y505] VYA (o[ + ) (512 ) yod F oy505]
v/-q¥f Ol 90 0 Lol YIVAe (+feee) F oLl
YYNVE (/e obly (Glaeali (ge5] VEAY (/- - 0) Lol oges
DAYV 0dd sl sl oy po DAREIN O g po

g (53llgem a5 3l (L pg0 ke (sl (o (g S5 2 (e o pite Julod g 41525 B Jgu bl

2 G oliae 36 a3l o)l &z b () Jo (sl 0 ploxl (g S5 aiilod) (g4 001 jlmo (o

e 6l 35 5o cpl s (ol 035 VA e ol b bilita 5 o o) i iy o Lo (033
ool 485 )18 (3535 0550 00 25,1 g MBI s Sl ool b g (g3l lgen o5 Sloj

ISIENPPI I
SN0 Gl plu e o o slo )L, @y pladl gano; jo oS i ol o aildle oo 8 sla s 4y s 4o
Oy & 9w 3llgen Sl oslinul 51 (AL (pwpols Sy Gl 2l sl | 63V (o ple s 30 Sl
2 Sgw (6 5kw,lgen ,ul.o a5 aes (oo ol Yol g0 ol anS cdl e allb cusyd e IS LS, S
35 R Gl 5 (s 3590 (2075 WRleD (cy Gk 5l b & S (g Soles 50 (o ple saem e
Ol salaly s Sl 50 05es (g3lulgen 025 (g pS o3l jelaie 4 (gl (ol yo (V0T (e 5 Silz)
M‘/&)B(Y’ .Y su‘)&o.bs)sﬂ)J Sy & el 00 4.».9; 3% h_)jLLAA)L».’.A 3.))‘ s‘su.)).’Lmo L;:\.o})”yl.v
& Comd (Glaro Bzl ) (alls dgus Slilwg (glive 1 dgus (g5l load JLre ydol dbisly o (Yo o ¥ )] 1o o
S ol lxe cpegd copl yogdle el oals a8 I 0 yps anidS Jle i U oaw Gl Slles g0i Lo

oM



&AWl Clslwodanuw 5 ke vl 50 BFO-OAL casliossg ((VF+Y) Yo 8,15 ole aslibiad

slr s @Bl e olinal (235 )55 50 (28 b (VY (lSen 5 SOY) by » 5 9w (s3lulson
5 Shilas 5l Jol (5uis bz (o (shte (Koo o yS (58l 2 45 00d 8T 00 39 lilgi (3L l50n
R PR W WHE SPPRVILIFS LIV

Il @ Gy plie yo 5 00l BB gl Sg (6L (53lulgon 9 09w (SIS (B8 (e o 0l 5
5 SV Sl o @ T3 b ol (Sglite ol 00,505, 99 (a0 09 (5)lgem (215 plSia Gl plu LT oS 0al
i Glgie 4 g (Silujlgen Jalse gaw T slaoaile (Jb 51 LV-TY (G Ken 5 Sl o (VY oo
b s ilujlyen 5 (SIS g (5)lgen a5 59) (oo Hlam] el 0ad adlital ()S 3gw (5)lgen
0 (5 5lwlg0p Sgu muis 5l 1 B o oS s e yLid el Cpl il anily egSas LI s plu (sdox 3l 5>
Sl ot 5 Cwd Lulyd S oo alelae YL Sgw (g3lu)lgen oz 0 b Sb yia b By Lo plas
Samie (Slp (omplus sladize g 09w (Silojlyen G (e bl 45 39y o0 AT ipl 2 ogdle aims e
Ol stagh (b (VIT) e 5 uls Ll (e ;0 0l axils 352 35 )L (55la lgen (5 pSo3lul
So 0k Silelpen (sl Glaala O b1 4 lnae g Ced 0oLl slaoly 18 4z dga (53l lgen oS ol
S )13 oolaiud 890 (elB (Baa slily )3 silulsen sl LS urs MBI ST S S e AL
ool alez 5D Jale oo (sblse g (iloly g ogu Dllug o shie L3I G a5 wisls )lis oads ol o Kiwgsy
slr S s @151 a5 Gloj (i Jsle (lpaoke 4 ols AT Badod (ol gl )0 0929 (Llie S5 g i
ool b 1y adaie slalelos g5 oo el 2 odle 15 S o ply oS o solitid Sges Slilusgs zals
sl gzl 5o LI sl Soe a7 lalse ols alowl LB claal jo oads Hlobiss Jelse 51 slacgase
oS 15 Sledbl ()& pac 092 (69 9e 4 (i on i Jalge (al abozr 5aiS Cogli b Bndi ) 99w (55l lgen 5
MY o) an 5 YT (e g it 8 85 o)Ll (oS b o5lil g cuSIle i

S3kylgo 4 sl oms; bl 4y gl gl 4 Grnly (sl 55 g5 ) 0 K09, 2 (e 0l gy
3 4z (28 2 ) il | (S st & ol plan L e gl 035 2 (5 RS0 laransS 2 2900
4 Olgiien |y Oloplas a5 00300 (LS ey Slatagy 5l (B p 5l odal s 4 @l Julod g 4 S5l
Sglae glo Yarul eSL (VY o[ San 5 oY) <88 La 0 &85 008 4 pasie Job laigd g
e She> 3 5 0m (55lu lped (e b Sute (sabal) Sy amd e (L 5 41213 9929 (LA8Le Lan
Foml Sy 5 @S Jloyl g 050 Sy (g5lojlsen lp oloop Sl lpae «b)b S5 51 ols ey
(Ohen g 53) Wyl 5 5 S g bl by jo caliee el gd a4 o] iy o Sles 5 )5 5 oS
Al ol (6ot 3 00T s (s gl (6 s oie ) S8 15 Sy ()l Sy 45 gl (YT
B loplas 4l ) guplaz 055 (6 Cund Slonass p sllan jobo @ Cd (Son S50 (3L 00
Sl slr Glrde Loy Slg5 oo 35 (S3llge K3 g |09 d (s ple sladusa a5 4 e g 42
Jaz Wlgi o gl o 4 o anliil 8,5 Sy _wBly golail o Shos &) bgs o Dbl sros (3,5
o il gaae (Jlo slail oo 5 )l5S ¢ aildlbocus 8 g Cu pow j0 S 10 &S jliw

[y ol Jag jo g plus sloais s b Codio jobo 4 sgus g a5 Wols jlis aS sls ol Jol (sams 3 gl
s 03ld Gl ) (pwplez I (6)lsds Wl o 5 039 (G FB S i Glag 5l 005 slasge
Yiaiol iy dge laogs ol 2 ogdle sy 938 1, o 51 (26 (o plac sloaL 30 5 (oo plac (O 4
Ologt (m Sade sabaly oims LS iz o8 45 0D el ey S I JBKe Gl 4 o ples vy

1 Krishnan

OAY



BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

oS (Ko 397 a5 aS oo SVl g  Siied 955 4 4z g b Cnd 33 o o pl> (g4 3l 3> g g
J)aéhwgwﬂbp)lfdjlymSIWIﬁl Ol a8 00l g by o lisebl pas el (srie b o 5l oel)
b ploes 1o a8 wisls lis eads ol )5 g IVl (ul b Gillas a2 oo Gl 8l 1) s plus Sy 5l oas
odal Cewsd 45 (gloatdl oyl odle S o 8l (5,508 o pla sda 5> SYL S 5053 Kivran
5 Sgw 505> Siwed G stie bl Caio 0 el aass oS o LIS s o Guiod oyl
4 39> aastend blied & Cud plaase s o olid & 00 S i | gwples sdem s>
Sao> 3 2 (34 Bl ozt p (Fhne Sgm (53l)lge grhans o5 0o (LA p90 (4028 b a0 gl

ST Ceod g 05w CutS o alal ) (gouaie Sllllas o ls saie 13U ¢y Cod GBS Wb 0 o pls
S Pl (s Oga0 S e (Ve oV )9St 5 95) (Jlka lgae ol 03l 13 () 090 |y (ouo plo
ol o Kigss ilos S oolail Sguw CodS (6 pFosluil gly Slasuiw (lgie 4y (g Lol (gagas Ml 5l g 00 )5 55 03
G ol s e galaly oS isls las (YooY L po Sl slecS 1l ) glacgemre (bl poad
iz b oS o fluples oS ol las Gdod cpl gloaidly o)ls 892y cwplus sdex 3> g (o L
Sloan o a1 9 FVb (guplas (I VL (o ple Sy b1 VL o MBI 5 (e 39 Sy e
536 abox 5l Bdod @l fge Jalse (B JSUS poe p Guee 07 b Sl (A sla Sy

oegh @S » Fee Jliml Jalge K00 5158 (Vo VA ig 506 g Ll 5V VA ()] ) S g (gosl) ()] 05 5loles (3]

References

Abbott, L. J., Parker, S., & Peters, G. F. (2006). Earnings management, litigation risk, and
asymmetric audit fee responses. Auditing: A journal of Practice & theory, 25(1), 85-
98. https://doi.org/10.2308/aud.2006.25.1.85

Aflatonian, A. (2014). Statistical Analysis with EViews in Accounting and Financial Management
Research: Applicable to Postgraduate and PhD Students in Accounting, Financial
Management and Economics. Terme. https://www.gisoom.com/book/11099000

American Institute of Certified Public Accountants. (1993). CPA letter, 1993. olemiss. https:/
/egrove.olemiss.edu/aicpa_news/138?utm_source=egrove.olemiss.edu%2Faicpa n
ews%2F138&utm _medium=PDF&utm_campaign=PDFCoverPages

Assadi, G-H., Naderi Nooreini, M. M., & Sarfaraz, M. (2018). The Impact of Conservatism
on Persistence of Accruals. financial accounting, 9(36), 32-52. http://qfaj.mobarake
h.iau.ir/article-1-1287-en.html

Baik, B., Choi, S., & Farber, D. B. (2020). Managerial ability and income smoothing. The
accounting review, 95(4), 1-22. https://doi.org/10.2308/accr-52600

Bedard, J. C., & Johnstone, K. M. (2004). Earnings manipulation risk, corporate governance
risk, and auditors' planning and pricing decisions. The accounting review, 79(2), 277-
304. https://doi.org/10.2308/accr.2004.79.2.277

Beidleman, C. R. (1973). Income smoothing: The role of management. The accounting review,
48(4), 653-667. https://www.]stor.org/stable/245289

OAY


https://doi.org/10.2308/aud.2006.25.1.85
https://www.gisoom.com/book/11099000
https://egrove.olemiss.edu/aicpa_news/138?utm_source=egrove.olemiss.edu%2Faicpa_news%2F138&utm_medium=PDF&utm_campaign=PDFCoverPages
https://egrove.olemiss.edu/aicpa_news/138?utm_source=egrove.olemiss.edu%2Faicpa_news%2F138&utm_medium=PDF&utm_campaign=PDFCoverPages
https://egrove.olemiss.edu/aicpa_news/138?utm_source=egrove.olemiss.edu%2Faicpa_news%2F138&utm_medium=PDF&utm_campaign=PDFCoverPages
http://qfaj.mobarakeh.iau.ir/article-1-1287-en.html
http://qfaj.mobarakeh.iau.ir/article-1-1287-en.html
https://doi.org/10.2308/accr-52600
https://doi.org/10.2308/accr.2004.79.2.277
https://www.jstor.org/stable/245289

&AWl Clslwodanuw 5 ke vl 50 BFO-OAL casliossg ((VF+Y) Yo 8,15 ole aslibiad

Bell, T. B, Landsman, W. R., & Shackelford, D. A. (2001). Auditors' Perceived Business Risk
and Audit Fees: Analysis and Evidence. Journal of accounting research, 39(1), 35-
43. https://doi.org/10.1111/1475-679X.00002

Chang, H., Ho, L. C.J., Liu, Z., & Ouyang, B. (2021). Income smoothing and audit fees. Advances
in Accounting, 54(1), 100547. https://doi.org/10.1016/j.adiac.2021.100547

Chen, L. H. (2013). Income Smoothing, Information Uncertainty, Stock Returns, and Cost of
Equity. Review of Pacific Basin Financial Markets and Policies, 16(03), 1350020.
https://doi.org/10.1142/s0219091513500203

Choi, A., Sohn, B. C., & Yuen, D. (2018). Do auditors care about real earnings management
in their audit fee decisions? Asia-Pacific Journal of Accounting & Economics, 25(1-
2), 21-41. https://doi.org/10.1080/16081625.2016.1231580

DeFond, M. L., Lim, C. Y., & Zang, Y. (2016). Client conservatism and auditor-client contracting.
The accounting review, 91(1), 69-98. https://doi.org/10.2308/accr-51150

Demerjian, P., Donovan, J., & Lewis-Western, M. F. (2020). Income Smoothing and the Usefulness
of Earnings for Monitoring in Debt Contracting. Contemporary Accounting Research,
37(2), 857-884. https://doi.org/10.1111/1911-3846.12544

Dou, Y., Hope, O-K., & Thomas, W. B. (2013). Relationship-specificity, contract enforceability,
and income smoothing. The accounting review, 88(5), 1629-1656. https://doi.org/10
.2308/accr-50489

Francis, J., LaFond, R., Olsson, P. M., & Schipper, K. (2004). Costs of equity and earnings attributes.
The accounting review, 79(4), 967-1010. https://doi.org/10.2308/accr.2004.79.4.967

Fudenberg, D., & Tirole, J. (1995). A Theory of Income and Dividend Smoothing Based on
Incumbency Rents. Journal of Political Economy, 103(1), 75-93. https://doi.org/10.
1086/261976

Goel, A. M., & Thakor, A. V. (2003). Why do firms smooth earnings? The Journal of Business,
76(1), 151-192. https://doi.org/10.1086/344117

Graham, J. R, Harvey, C. R., & Rajgopal, S. (2005). The economic implications of corporate
financial reporting. Journal of Accounting and Economics, 40(1-3), 3-73. https://doi
.0rg/10.1016/j.jacceco.2005.01.002

Hajiha, Z., & Naderi, M. (2018). Impact of accounting quality on material control weaknesses
of internal control. financial accounting, 10(37), 95-118. http://qfaj.mobarakeh.iau.i
r/article-1-1195-en.html

Krishnan, J., Krishnan, J., & Song, H. (2011). The effect of Auditing Standard No. 5 on audit
fees. Auditing: A journal of Practice & theory, 30(4), 1-27. https://doi.org/10.2308/a
ipt-10173

LaFond, R., Lang, M. H., & Skaife, H. A. (2007). Earnings smoothing, governance and liquidity:
International evidence. Governance and Liquidity: International Evidence, 1-40. htt
ps://doi.org/10.2139/ssrn.975232

Lai, K. M. Y., Srinidhi, B., Gul, F. A., & Tsui, J. S. L. (2017). Board Gender Diversity, Auditor
Fees, and Auditor Choice. Contemporary Accounting Research, 34(3), 1681-1714.
https://doi.org/10.1111/1911-3846.12313

Lee, H. S, Li, X., & Sami, H. (2015). Conditional conservatism and audit fees. Accounting
horizons, 29(1), 83-113. https://doi.org/10.2308/acch-50928

Leuz, C., Nanda, D., & Wysocki, P. D. (2003). Earnings management and investor protection:
an international comparison. Journal of Financial Economics, 69(3), 505-527. https:
//doi.org/10.1016/S0304-405X(03)00121-1

OA¥


https://doi.org/10.1111/1475-679X.00002
https://doi.org/10.1016/j.adiac.2021.100547
https://doi.org/10.1142/s0219091513500203
https://doi.org/10.1080/16081625.2016.1231580
https://doi.org/10.2308/accr-51150
https://doi.org/10.1111/1911-3846.12544
https://doi.org/10.2308/accr-50489
https://doi.org/10.2308/accr-50489
https://doi.org/10.2308/accr.2004.79.4.967
https://doi.org/10.1086/261976
https://doi.org/10.1086/261976
https://doi.org/10.1086/344117
https://doi.org/10.1016/j.jacceco.2005.01.002
https://doi.org/10.1016/j.jacceco.2005.01.002
http://qfaj.mobarakeh.iau.ir/article-1-1195-en.html
http://qfaj.mobarakeh.iau.ir/article-1-1195-en.html
https://doi.org/10.2308/ajpt-10173
https://doi.org/10.2308/ajpt-10173
https://doi.org/10.2139/ssrn.975232
https://doi.org/10.2139/ssrn.975232
https://doi.org/10.1111/1911-3846.12313
https://doi.org/10.2308/acch-50928
https://doi.org/10.1016/S0304-405X(03)00121-1
https://doi.org/10.1016/S0304-405X(03)00121-1

BFB-OAL aoliozg ((1F+Y) Yo (B ole aolilad e i ol a0 H13> 9 S5 (5 5bo lged

Long, M., Lins, K. V., & Maffett, M. (2012). Transparency, Liquidity, and Valuation: International
Evidence on When Transparency Matters Most. Journal of accounting research, 50(3),
729-774. https://doi.org/10.1111/j.1475-679X.2012.00442.x

Lyon, J. D., & Maher, M. W. (2005). The Importance of Business Risk in Setting Audit Fees:
Evidence from Cases of Client Misconduct. Journal of accounting research, 43(1),
133-151. https://doi.org/10.1111/j.1475-679x.2005.00165.x

Morgan, J., & Stocken, P. (1998). The Effects of Business Risk on Audit Pricing. Review of
Accounting Studies, 3(4), 365-385. https://doi.org/10.1023/A:1009687101871

Myers, J. N., Myers, L. A., & Skinner, D.J. (2007). Earnings Momentum and Earnings Management.
Journal of Accounting, Auditing & Finance, 22(2), 249-284. https://doi.org/10.1177
/0148558x0702200211

Palmrose, Z-V. (1986). Audit fees and auditor size: Further evidence. Journal of accounting
research, 24(1), 97-110. https://doi.org/10.2307/2490806

Rountree, B., Weston, J. P., & Allayannis, G. (2008). Do investors value smooth performance?
Journal of Financial Economics, 90(3), 237-251. https://doi.org/10.1016/j.jfineco.2
008.02.002

Simunic, D. A. (1980). The pricing of audit services: Theory and evidence. Journal of accounting
research, 18(1), 161-190. https://doi.org/10.2307/2490397

Trueman, B., & Titman, S. (1988). An explanation for accounting income smoothing. Journal
of accounting research, 26, 127-139. https://doi.org/10.2307/2491184

Tucker, J. W., & Zarowin, P. A. (2006). Does income smoothing improve earnings informativeness?
The accounting review, 81(1), 251-270. https://doi.org/10.2308/accr.2006.81.1.251

bAD


https://doi.org/10.1111/j.1475-679X.2012.00442.x
https://doi.org/10.1111/j.1475-679x.2005.00165.x
https://doi.org/10.1023/A:1009687101871
https://doi.org/10.1177/0148558x0702200211
https://doi.org/10.1177/0148558x0702200211
https://doi.org/10.2307/2490806
https://doi.org/10.1016/j.jfineco.2008.02.002
https://doi.org/10.1016/j.jfineco.2008.02.002
https://doi.org/10.2307/2490397
https://doi.org/10.2307/2491184
https://doi.org/10.2308/accr.2006.81.1.251

