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Figure 1 Firm's Demand of Accounting Information
and Its Auditing Payment Strategy Analysis
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Table 1 Variables Definition and Description
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Table 2 Results for Descriptive Statistics
AR 1: 53 BB H R R AR N1 031
i BB AR SR B 4 1 2 3 4 5 6~12
ol T R O A 487 321 127 45 20 31
BRSO A 5 v R AR A % 47.235  31.135  12.318  4.365 1.940 3.007
A i HifE GaLE PR 25 4Hfu 75 44
TR 2: FAR B g2 R
Vma 0.073 0 0. 260 0 0
Lnfee 13.174 13.122 0.521 12. 766 13. 459
Da - 0.001 - 0.002 0. 059 - 0.043 0. 039
Sem_Yeafee 0.018 0 0. 120 0 0
Sem_totfee 0.010 0 0. 060 0 0
THTR 3 - 44 2 fik
HEFREAR(6) X
Sizy 21.445 21. 308 1.047 20. 672 22.082
Livy 0. 474 0. 487 0. 188 0.328 0.616
Roes 0. 035 0. 032 0.037 0.011 0. 057
Recr 0.117 0. 095 0. 093 0.037 0.176
Cury 1.761 1.326 1.309 0.981 2.005
Dsg 0. 385 0. 366 0. 156 0. 256 0.510
CK&BLy 0.422 0.273 0. 406 0.079 0. 693
lddg 0.330 0.333  0.091 0.333 0. 364
Laby 2.204 2.197 0.188 2.197 2.303
EREEEERI(T) K~ (9) X
Siz, 21.508 21.390 1.058 20.722 22. 149
Lev, 0. 481 0. 494 0. 186 0.335 0. 622
Rec, 0.102 0. 080 0. 085 0.030 0. 154
Ds; 0. 385 0. 366 0.156 0.256 0.510
CK&BL, 0. 422 0.273 0. 405 0.079 0. 693
Roa, 0. 035 0. 032 0.038 0.011 0. 056
Lsi, 0. 882 1 0.323 1 1
Age, 2.348 2.398 0.483 2.079 2,708
Bigh, 0.053 0 0.224 0 0
Mao, 0.071 0 0.257 0 0
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Table 3 Results for t-tests in Different Sample Groups
Ea S PSM G g4l Tl AT Rl
(DVma=1 (2)Vma=0 (2)=(1) (3)Vma=0 (3)=(1) (4)Vma=0 (4)~(1)
Sjic| | tfH )| tfH eelc| t
RAT A e 2 E R R i
Day., - 0.003 - 0.001 1. 065 -0.001  0.691 -0.0002  1.038
| Dag(xp) | 0. 048 0. 050 2,027 0.051 1.743" 0.051 2.042*
| Day (21! 0.034 0. 036 2.248* 0.035  3.073"*  0.036  2.873**
(Dar = Dag) (yr) - 0.002 0. 004 3.190** 0.004  2.471* 0. 004 2.491*
A(Roa, — Roay)
—— 0. 640 0. 693 1.878" 0.740  2.726™*  0.656 1.790**
Lnfee, 13.327 13.162  -9.822**  13.116 -9.069"*"  13.113  -9.290**
AR (6) ) MR 1%
Sz, 21.322 21.454  3.916"" 21.365 0. 962 21.331 0.190
Levy 0.473 0.474  0.277 0.472  -0.162 0.460 - 1.637
Baez 0. 047 0.034 -10.519** 0. 048 0.958 0.033  -8.078"
Recx 0.112 0.117 1.726* 0.107  -1.146 0.117 1.262
Curg 1.587 L7714 4.423"" 1. 616 0. 609 1.796 3.948*
Par 0.421 0.382  -7.803° 0.415  -0.909 0.370  -7.168**
CE&BLY 0.399 0. 424 1.894° 0. 407 0. 424 0. 442 2.441"
lidy 0.277 0.334  19.820"" 0.276  -0.079 0.333  11.184""
Lnbr 2.222 2.203  -3.234* 2.217  -0.533 2.194  -3.241°"
F R AR R ((7) K~ (9) K)
Sizy 21.426 21.515 2,598 21.431 0.109 21.391 - 0.764
Lev, 0. 479 0. 481 0.355 0.476  -0.405 0.476 - 1611
Roa; 0. 047 0.034 -10.364* 0.044  -1.682° 0.035  -7.171**
Rec, 0. 094 0.103 3.228 0. 100 1.792° 0.103 BisaT™
Ds, 0.422 0.382 -7.819*" 0.415  -0.916 0.371 -7.176"
CK&BL, 0.398 0.423 1.902* 0. 406 0.422 0. 442 2.449*
Lsiy 0.941 0.877 -6.089"" 0.916  -2.144" 0.879  -4.924""
Age, 2.134 2.365  14.915* 2.238 4.28"*  2.393 10. 980
Bigd, 0. 036 0.054  2.536" 0. 040 0. 462 0. 055 2.113*
Mao, 0.052 0.072  2.415% 0. 066 1.307 0.084 2.884

E A EI%KRFLRE, A ESRARTFERF A EI0RKRFLREF, TR,
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Table 4 Regression Analysis Results for Voluntary Interim Auditing and Annual Earnings Quality

Vima

FEA PSM R4 Tl L ACd

Da

2FEA PSM ILRCH A7k MUREIT fodH

BRI (6) )

Sizr -0.152°* 0.030 -0.167***
? (- 8.036) (0.818) (—4.545)
Levy 0.079 -0.013 0.457
2 (0.663)  (-0.048) (1.535)
Rbép 4.399"""  -1.519" 6.561 """
2 (9.457)  (-2.156) (9.011)
b ~1.453*** - 0.400 ~2.001***
4 (-7.114) (- 1.075) (—5.883)
- 0.084 """ 0. 003 -0.084""
Cur
(-4.518) (0.070) (- 1.965)
s 1.180""" 0.475"" 1.576***
: (7.799) (2.065) (6.694)
CK&BLy 0.258°" 0.123 0. 408 ***
? (4.305) (1.336) (4.093)
Idds -2.463°" 0.093 -2.854""
2 (-15.305)  (0.448)  (-10.429)
Luby 0. 140 -0.112 0.199
2 (1.170) (- 0.635) (1.373)
1.792***  -0.503 3.1
I
(3.592) (-0.713) (3.744)
Yea 2 il il i
Ind i £l 1l
3% 4 029. 142 528. 266 767. 117
AR 14 119 2 062 2 062

EBRER((7) )

0.030** 0.107* 0.014**
Lam,
(5.668) (1.741) (1.997)
-0.062**  -0.170" -0.022"
Vma,
(-5.857) (-1.754) (- 1.897)
- 0.001*** 0. 006** 0.005 """
o (2.908) (2.198) (3.020)
0. 005 0. 003 0.013
Lev;
(1.531) (0.207) (1.392)
0.494** 0.345*** 0.561°**
Roa,
(26.483) (5.932) (11.901)
5 0. 002 0.028 - 0.002
! (0. 453) (1.098)  (-0.125)
CK&BL, 0. 003 0.012 0. 005
(1.653) (1.253) (1.106)
i 0. 007 *** 0. 009 0. 005
’ (4.473)  (1.563) (1.183)
~0.001 ~0.009""*  -0.001
Age;
(- 0.992) (-2.673) (-0.322)
_ - 0.001 -0.014" -0.011*
Bigd,
(- 0.852) (- 1.690) (- 1.988)
-0.043°*"  -0.068 -0, 125"
sl
bt (-3.916) (- 1.472) (- 3.776)
Yea ekl il el
Ind il il 2l
X 4.029. 142 528.266 767.117
HA g 14 119 2 062 2 062

EoPMABREHHAL AT YA B AR LM G H 3478 A G, PSM IE B2 40 4o 47 Ak BLAE IT AT 40 89 M A

20624, FH .
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Tt s, MELHASFHAEFRITER #E
AR, RO EME T RN ERERSTE—
ERE EHAAC B FEITHRREE.,
ERANAEEH  LamW REESHAREARFH B
ENE EHEAARSGH EFEME, AR E R _H
BERAE YRR A A R RERE . Vma R 5
TEIHPE AP B E N, A LHEH, H Vma5 DalF 48
KRS H, SRIIRGE. B ABEERE T
ALEE, PHEEFEITREDEMS PR RRE,
X5 CHEN et al. " 451 — 3, H 5 0@k &7 %k &
HEHHNMEiE AR, SEX—2FMEE A GE
FKATXRE " BAEEHEAEEMESE NN A

o 5 5h, BEAK & 2k L2001 4F 2005 4F HLAE F 4T
A e Xt A AR R B A, R A AR/, B —RE X
BETHEANRBENE S BRIANEEE M,

(2) 8 T 3 A% 9% w64 98 15 %80H 4 B

g B)AF (O, BaBiEd e BHFITH A
W HEfHEmERX. FHERRESEHIRL, Ve 5
FENLHFITRAREEMX, 51 REERE -3,
BERA I B I Wl 5 AF A B A ok T &R 2 T AR
ML H, B 3E BT MR A B (a) BBl L () (9)NH
[B] 18 &5 5 W52 5 T iR 2, Sem_Yeafee ¥ Sem_totfee £ X 4F
BER&AFEGHKARENANER, WM ZEEHME
HRYCH S, R B P A 2R A AT R
WAaEFITEEMM R, BHEASHERBET,



55 H

2RO P B R O RS R AR R

123

Table 5 Analysis Results for the Moderating Effect of Auditing Payment Strategy

RSBURNRENBAHYAINER

Lnfee Lnfee
SFEA PSM UGHCEE 47k BBEUC fig el SRR PSM AL A7l B UC R4
TR 1Al BB A ((8) 20 Lsi, -0.062°"" -0.024 -0.027
—0.068**" —0.063 —-0.076 (-4.048) (-0.576) (- 0.427)
A (-3.576) (- 1.568) (- 1.320) Mao VR0 1 e 0. 094
Vima, g.435™" D351 0.363** é (5.891)  (2.732) (1.547)
(8.273)  (5.213) (3.554) 5,734 6473 7007
iz, 0.337*""  0.295"*" 0.264 7 LES (33.429) (24.599) (19.434)
(40.364) (22.700) (14. 488)
0.022  0.109 0.207° Yea Bl Bl Bl
Levr (0.547) (1.469) (1.906) Ind o o e
Roa, 0.643***  0.802° 1.203**
(3.148)  (2.394) (2.470) R R 0.515 0. 436 0.358
Rec, o gl P 14119 2062 2 062
(4.360)  (3.757) (2.425)
Da
£FA  PSM L4 il HIBCEig  effAk PSMILE4]l Tl BT RRg]
TR 2 F S s A A E R 47 ( ((9) )
- 0.002* 0.002** 0.004** 0.001* 0.002°* 0.003**
(1.829) (2.337) (2.102) (1.651) (2.207) (2.019)
Som_ Yeafoe -0.010"  -0.009" -0.010**
(-2.556)  (-2.255) (-2.386)
) -0.025* -0.024"" -0.023**
Sem_totfee
(-2.431)  (-2.186) (-2.134)
iz, 0.002 *** 0. 002 0.003** 0.002*** 0. 002 0.003**
(3.302) (1.397) (2.245) (3.318) (1.440) (2.275)
L, 0. 005 0.028 *** 0.012 0. 005 0.028**" 0.012
(1.252) (2.871) (1.449) (1.227) (2.817) (1.386)
Roa, 0.455***  0.474*** 0.499** 0.455***  0.473*** 0. 498 ***
(20.036)  (10.119) (10.713) (20.022)  (10.082) (10.700)
- - 0. 009 -0.010 - 0.011 - 0. 009 -0.010 - 0.011
k (-1.405)  (-0.731) (- 0.809) (-1.396)  (-0.708) (- 0.779)
CK&BL, 0. 002 0. 007 0. 009 0. 002 0. 007 0.009°
(1.003) (1.372) (1.739) (1.001) (1.362) (1.730)
Lsi, 0.009 *** 0. 008 0.014 """ 0.009*** 0. 008 0.014°**
(4.476) (1.483) (2.739) (4.479) (1.503) (2.752)
Age, - 0.003 ~0.006* - 0.005 - 0.003 ~0.006* - 0.005
(-1.645) (= 1.951) (- 1.345) (-1.642) (- 1.942) (-1.332)
Bigh, - 0.001 - 0.007 =), 091 - 0.001 - 0. 006 - 0.001
(-0.390)  (-0.854) (- 0.262) (-0.382)  (—0.838) (- 0.253)
Yea £t =%l il £t £t ikl
Ind Ecl il il Ecl il il
-0.060"""  -0.071" -0.088""* -0.060""" -0.072" -0.090"**
b (-4.407)  (-2.160) (-2.791) (-4.422)  (-2.203) (=2.825)
AR R 0.103 0.089 0.123 0.103 0.088 0.123
BAR 14 119 2 062 2 062 14 119 2 062 2 062
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Table 6 Results for Incremental Effect of Voluntary Interim Auditing

FEEA: Da((7) ) SRR
At
FHEA 1 FREAR 2 THEA3 Vma((6) &) Da((7) )
Foen 0. 008 *** 0.017 " 0.019*** 0.048 ***
(2.910) (4.427) (3.485) (4.023)
9 -0.027""  -0.039""" -0.059""
i (=3.701) (-3.862) (-3.527)
Vinad 01020
(- 3.804)
Hofth gz i As & gl & il & il = il
Vi R 0. 105 0. 106 0. 105
¥ 3 989. 824
FEA 13 575 13 409 13 215 14 119

o8 Ak SHEN iR a0 N L i N R
AF BE B AR A BB T ORBRER , HL 8 B K E

5 RS
5 hEEHITNISENN

KA B R TE RO, T A
FIJE W7 TR A e e A7 b A B R A O A AR B
SrRELEVE EELFMELEIF, F oL h Y
HIEH AL G, WRBHAFA, e T
AL, FREA2 T F 8 A3, 43 41 #F A 43 51 3 47 Heck-
man — [ B [m 5, F Vma R/ EBEIHTH A
BTSN AERE, MEAERLEHFE2H ~5H4
5,

H— e, B R & Vmaed, & Vma, &%
ok A B XAE ST P B R I, U XY 3 Y Vimad =
X, Aol /L, XIREEE K [1,12]. UK ERRY
NEMBERRETPHEEFIIHNARTERIH
FRE R RO E 23 ~ FAP R RN HHEF
BB RS ERNIEI, Vma i 4F B 8] 52 5000
EHER S P FEE B Vmad REUE F N 7, tLEP
ET M EE., XERE T A EHITAAEEHN
HFWEFEENEAMFRARE, FFEEPH A E
WA A RSy, A EEHERE
BARMAIHH, MEHMSTRARTOUAHE
MR DI AE , AU T S8 E T B B IR A R 1k
2 5 RN o
52 AECESAKANENRSR

HAEARAHMAEAREE AR EABTENE
FA 4 1) 8, 2% KOTHARI et al. ™ [ B 5% , R il £ Roa
VA B OF B9 Jones B RY | 7 4% 55 ¥ 72 J¥ L) Roa-Adj. Da
ROHMERSERILRTHLY ~F45], Vne 5 H A
BEREMMEX, SRIGR .

R7TPHEBHETSUSARERREE
B3 43 #7 &5 3R (2001 £ E2012 £ )
Table 7 Regression Analysis Resutls for Voluntary
Interim Auditing and Roa-Adj. Da(2001-2012)

Roa-Adj.Da( (7) )

PSM 7k
2R PLFce PLFCe
0.029*** 0.101°" 0.018""
Lam
(5.128) (1.901) (2.552)
-0.060""" -0.162" -0.027*
Vma
(-5.079)(-1.912) (-2.485)
Fofth e il A2 il il il
Xz 503.929 252.755 459577
A4 14 119 2 062 2 062

M 4h , B % LANG et al." F1 LENNOX et al.”"* {1y B
5%, VU3 Fh 22 Mk B 4% 7 M A/ ) it 35 AR i — A
EEPHaEFRITHAKSTRENE W, BETEY
BT,

(1) 4% F 3 M ik 5 51z Var(ANi) Var(ANi)
FER(2) XAFTRBERAMEEN T ZE, B

AlLia;

Lia; ;

AN,
T = Byt BuSizr+ Bulev, 4 BiGroys + B

+

AEqu, Sal; y Cfo, 1
.35 Equi.r‘ +186 A +ﬁ? A;J‘ +E‘-‘1—

T

(12)

K, e HEIHKRZE.
(12) XFEREAH N EH AT W HRE. B
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Var(ANi) Bk, F 8 P8/, G0RA £k 3E 7 B R R 48
Y AT RE 1 B .

Var( ANi)

(2) BAT WA B 12y o0 T ik

mTMEREMENFERNEE, Ab 8RS
HERU AR SR EHERSBER BT R

ﬁiuzm*m@zﬁ”‘ ’ﬁ%}cfo A

(12) =, EBEH%E%H‘J?;T%&%@&@%%%W
Hesht, B 48 Var(ACH . RIGUITHE H 1T
Var(ANi) 5 F o
(3) B4 7 M 31 65k 53 Corr(ACC, Res( Cf))
ACCHRB M B &, M 2K b HE &

ST N Glo, BI 2500 F W 5 24 31 2 90
Cfoi,f‘
AA' T g

ok 8 B WA S R

£,

B g & B 3 2 R ACC,
¥ B4 0 5K 25 Res (Cf) W93 | Jr 35 R ACC, ME— A

7 B 2 4 P 5 Ni-Cfo 2 By SR oy

B BTE
B2 K Res(C) o — M, BB TR ARG A&
REMME, WEMCHEREEBK(HAMEXREY
EXIEBA) , LA RRBERERK,

BRI 3 B9 B 18 R 29 5 AT S8 A B
HAME, P AEEI R AR ITTAR
FHEERBHERLRS EFELL SRR
ELT AR ARRTFEREZRBE, HAHAR
HEITRESRAZE SR A BT EANEL,
To b 3 B R ol B R B BB, X Bl
EARHETTRERANBEURFERA TR, H,HRK
5 B 504 , I A 32 B AR O A A AR A R,

REPHERBUHSEREBEOHEINESR
Table 8 Regression Analysis Resutls for Voluntary
Interim Auditing and Earnings Smoothness

BAVEYE  Vma=1 Vma=0 £FBEHKE
3 FHE L (1) (2) (2)-(1)
Var(ANi) 0.051  0.052 0.701
% 1079 0.547  12.330"
Corr(ACC,CH)  -0.124 —0.236 5.906"*"
ELHAF 14119,

2005 4F 2006 4F o H #E 47 T KB K B0 B
B #2006 4F R F T 4 B 2R R RS b £ vk,
X AR AR B A R . O Bk ) R AR LA
o 2 Go ) B, A F 53 80 0 o 2 ok B AR AL S B o
B SRR BB A R A R, 3k BL2006 4 E
2012 £ H A&, 43 B LA Da Roa-Adj. Da 1 2 4% F ¥ 1% 1
HEAFRARHEER, 3FTRIETPHAEF
HHANBRTFEEHBEEM TP A BF I
A, GRTMESE R B, WHAH, XZRELTERM
RIS A, BA —E e

6 i

AHEEEEFE TS WA AP A R
R 2255 B0 LA T 8 T 3 R B B4 U 5T BL D DL AR R
BUAERFVRCATHAEFITEFERH
R HREEGREW, P A EF A IE @58 5306,
BURESR M R MR &3 B A& i, 5 Bl o o 2 3R
BESIN A TRAEERRARE; S LPHEFE
BE W TH S B L 5 40 2 A% BB OE A o6, U B WO
AR R ARF RS T RN AE REN
HAVIhRE. HME—FHITWALERT,PHAE
HiHHFHEAHARGESEFSIH MG iKE
B, —~EREELMHEARRERLHI, HNTH
T HET I 5 (5 5 LU & o Ok i 23 1 4 AR 0 19 3
LA E THMGEEMSRE R, FHA
JE 5 T 4 BE B A R A Y B 0 AR BE A2 4l b A 4R
BEREHHE MR EY;, PS5 FEFITRA
MK, PHABRFHTNEERARERAEA
mEk, #—-EHRAEA, FHABEFITLEHEE
BN , B B & 25 R A7 R B R W TR AE B, 4
WEAFRRERSEEHUEZH ML, HELERE D
THEBYHMARE TR ARBRFE M EHMNA
BRA B, FNEET 8 E BT X
PR Uy BT A BB .

ARG RM AR P ABRFITERAE -EN
HEBRAMEH. NERHHSE2RE EE LA
A K LFFEEAWEH MK, FEREHRE
B HE I B T S e G 1A 3R ) SC . o o R B
16 3 MG 1k T2 AR T 2001 4E , A A 4 58 ) B 3 98
HEZELT K, EEWEREEWRFERRTE K, H
MEATHEREE R . AMRTIERE P
HEGEEIETHMA SN, BEHEE S A8
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Voluntary Interim Auditing,
Payment Strategy and Annual Earnings Quality
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Abstract : Disclosing attested information plays an important role in instructing capital allocation effectively and researchers are
paying much attention to voluntary interim auditing, especially to the incentive game between corporate governance layer and
managers during the process of voluntary interim auditing, and the economic effect of voluntary interim auditing as well. Howev-
er, among the current studies, there is still insufficient consistent view about the impact of voluntary interim auditing on account-
ing information quality. As to the possible reasons, Except for the difference in sample periods, possible self-selection bias in
sampling and so on, this paper gives another potential explanation that prior researches are missing——the yearly effect of volun-
tary interim auditing.

Nowadays in China, listed firms almost choose the same audit firms to have their interim and annual financial reports audi-
ted, making both auditors and auditees’ behavior incentives consecutive in a whole year. Based on this, theoretically this paper
constructs a behavior model involving both managers and corporate governance layer to investigate managers’ incentive change and
clients’ auditing payment strategy during a full accounting year. Furthermore, the study employs the interim and annual data over
2001-2012 period and adopts Heckman 2SLS model, PSM method and size-matched methods to avoid possible endogeneity prob-
lem in order to empirically test the yearly effect of voluntary interim auditing and explain researchers’ extant differentiate evi-
dences. Finally, this paper constructs robustness tests by changing the measurement of earnings quality and adjusting the sample
period.

Empirical results show that voluntary interim auditing can exert its economic effect in a full accounting period, that is, vol-
untary interim auditing can improve both the interim and annual earnings quality by changing managers’ earnings manipulation in-
centives. Moreover, voluntary interim auditing increases the yearly total audit fees and the ratio of interim audit fee to annual au-
dit fee is significantly and positively associated with annual eamings quality, suggesting that clients’ auditing payment strategy,
which indicates the demand of audit quality from corporate governance layer, can effectively moderate the yearly impact of volun-
tary interim auditing. Additional analysis shows that continual voluntary interim auditing can also improve earnings quality in the
future accounting years by changing managers’ earnings manipulation incentive.

Our theoretical development and empirical results help understand managers’ incentive behavior model and the economic
effect of clients’ payment strategy, thus contributing to improving the theoretical research on attested information disclosure.
Meanwhile, our findings about the economic effect of voluntary interim auditing have certain implications on complementing regu-
lation polices about attested periodic reports such as interim and quarterly report.

Keywords; voluntary interim auditing; auditing payment strategy; eamings quality; managers' incentive; information disclosure

mechanism
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