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1 Einleitung

Das externe Rechnungswesen hat zur Aufgabe dieationen des wirtschaftlichen Handelns
eines Unternehmens dem Ersteller, d.h. der Untemeskfihrung, als auch externen
Adressaten transparent zu machen. Im Vergleich intennen Rechnungswesen, welches zu
einem grof3en Teil unternehmensindividuell gepragtliefert das externe Rechnungswesen
Informationen, welche auf standardisierten Regedun(z.B. HGB, IFRS oder US-GAAP)
beruhen (Pellens, Flbier, Gassen, & Sellhorn, 2ker wird der Gestaltungsspielraum der
Informationsersteller mit dem Ziel eingeschrankiheitliche und vergleichbare Informationen
fur externe Adressaten bereitzustellen. Die Ideg#ehidieser Vorgehensweise ist, dass die
Rechnungsleger, d.h. die Unternehmensleitung mdbrrhationen tUber das wirtschaftliche
Handeln des Unternehmens und dessen gegenwartigaukiinftigen Zustand besitzt als die
externen Adressaten der Rechnungslegung (AnteneeigArbeitnehmer, Glaubiger, etc.).
Okonomisch gesehen liegt hier eine asymmetrisctoenhationsverteilung vor, welche durch
die bereitgestellten Informationen der Rechnungslggzermindert werden soll. Dies wird als

der grundlegende Zweck der Rechnungslegung bezdi¢Rellens et al., 2014).

Jedoch ist in diesem Zusammenhang zu bertcksichtigkass die Ersteller der
Rechnungslegungsinformation auch eigene Interegséiolgen, und moglicherweise ihre
privaten Informationen nur nach einer Anpassungchtnivollstandig oder sogar
(bewusst/unbewusst) fehlerhaft publizieren. DieeR@hz von Fehlern in der Rechnungslegung
zeigen die vergangenen und gegenwartigen Bilangslkamler nationalen und internationalen
Unternehmenspraxis. Hier kbnnen prominente FaBeznron, Worldcom, Thosiba und Tesco
oder auch deutsche Beispiele wie die COmROAD AG;MMitteldeutsche Fahrradwerke AG
oder die Hess AG genannt werden, wobei die Listevbgem nicht abschliel3end ware.

Neben einer einfachen ,Unachtsamkeit® sind vielefotivationen fur Fehler in der

Rechnungslegung denkbar. Negative Konsequenzendddr Management aufgrund der
Bekanntgabe einer nachteiligen Information z.Bsabes Gewinn geringer als erwartet ausfallt
oder dass das Jahresergebnis negativ ausfallereykisdnten eine Rolle spielen. Denn diese
Umstande sind geeignet geringere Bonuszahlungengrieud einer abnehmenden
Aktienbewertung nach sich zu ziehen oder es konreuch opportunistische

Karriereiberlegungen der Bilanzersteller die Ursaitin Fehler in der Rechnungslegung sein
(Kothari, Shu, & Wysocki, 2009). Daher werden zureilTdie erlaubten Grenzen der

Ermessensspielrdume des einzuhaltenden Regelwarik&edhnungslegung tberschritten, um



Informationen mit negativen Konsequenzen zu vesrergDies fuhrt unweigerlich zu
fehlerhaften Informationen in der BerichterstattuDgnn stellt sich fir das Management auch

die Frage, wie lange man diesen Fehler verbirgt.

Naturlich ist hierbei zu bertcksichtigen, dass elidgsrmessensspielraum der Unternehmens-
fuhrung im Ordnungsrahmen der vorliegenden Corpofabvernance Struktur durch z.B.
institutionelle, faktische und juristische Vorgatlengeschrankt wird (Healy & Palepu, 2001).
Unter Corporate Governance versteht man allgeman thktischen und rechtlichen
Ordnungsrahmen fir die Uberwachung und Leitungseleternehmens (Gabler, 2018). So
geben z.B. Gesetze, Rechnungslegungsstandards Bofereement-Mechanismen hier einen
Handlungsrahmen vor, welcher bei der EntscheidwesggyManagements einen Fehler in der
Rechnungslegung einzugestehen, zu berlcksichtiggn Der bestehende Corporate
Governance Ordnungsrahmen verteilt hierbei Kompetenund Verantwortungen auf
einzelnen Elemente (z.B. an den Aufsichtsrat, debscAlussprifer aber auch den
Kapitalmarkt). Denn gerade eine effektive Corpor@evernance tragt bedeutend zum
Funktionieren des wirtschaftlichen Handelns benfBfor International Settlements, 2015). Da
eine Verschleierung einer negativen Informationl&éegerer Zurtickhaltung auch eine starkere
Bestrafung z.B. durch den Kapitalmarkt nach sia@hen kdonnte, wird dies wieder zu einer
schnellstmoglichen Veroffentlichung fuhren (SkinE®94). Ziel dieser Arbeit ist es sich nun
mit diesem Konstrukt ,Corporate Governance” undsdasNechselwirkungen zur Qualitat der

Rechnungslegung zu beschéftigen.

Der Fokus dieser Arbeit sind Falschdarstellungerden Rechnungslegung, so genannten
.Misstatements”, und deren Wechselwirkung mit einge ausgewdahlten Corporate
Governance Elementen. Hierzu wird im zweiten Kapitenachst die Fragen beantwortet,
welche Erkenntnisse beziiglich der Determinanten Wthisequenzen von fehlerhafter
Berichterstattung bereits in der wissenschaftlidh&sratur gesichert sind und wo Divergenzen
vorliegen. Es werden innerhalb eine ,State-of-thi&-Analyse die bisherigen empirischen
Studien zu rickwirkenden Fehlerkorrekturen, so getem ,Restatements”, und deren
Zusammenhang mit bedeutenden Elementen der CogpBraternance und die gewonnenen
Resultate prasentiert und diskutiert. Dies liefeirie erstmalige Bestandsaufnahme dieses
Forschungszweiges und bildet die Ausgangsposition die nachfolgenden empirischen

Analysen.

Kapitel drei setzt sich zun&chst mit der Kommundatvon Fehlern in der Rechnungslegung
durch die Unternehmensleitung an den Kapitalmauksemander. Dabei wird die Annahme
2



getroffen, dass die erstmalige PublikationsfornegiRehlers sowohl vom Ermessensspielraum
der Unternehmensleitung und den von ihnen verfoldteeressen, als auch von externen
Regularien bestimmt wird (Healy & Palepu, 1993-20@s wird dabei davon ausgegangen,
dass Fehlereigenschaften die Wahl der erstmaligelik@tionsform beeinflussen. Als
Publikationsarten fur Fehler in der Rechnungsleguwegden DPR Fehlermeldungen des
Bundesanzeigers, Ad-Hoc-Meldungen, Unternehmenspmageilungen und
Unternehmensabschliisse der Jahre 2005 bis 201dgeemgen. Dabei werden Hinweise
festgestellt, dass bestimmte Eigenschaften diematije Publikationsform beeinflussen.

Gerade schwerwiegende Fehler werden in einer AdMigldung publiziert.

Ein weiteres Ziel von Kapitel drei ist es festzllete ob die erstmalige Publikationsform der
Falschdarstellung fur die Adressaten am Eigenkiapstikt von Bedeutung ist. Die erstmalige
Publikationsform sollte den Teilnehmern am Kapitalkt zuséatzlich Informationen tber den
Informationsvorsprung des Managements Ubermitteld somit die Kapitalmarktreaktion
beeinflussen (Wagenhofer & Ewert, 2015). GeradeHad Meldungen verursachen die
starksten Kapitalmarktreaktionen, DPR Fehlermelénndes Bundesanzeigers die geringsten,
unabhangig z.B. von der Gewinnauswirkung des Fehldeben den bereits bestehenden
Analysen zu Kapitalmarktreaktion aufgrund von Fahieldungen liefert diese Studie einen
neuen Einblick.

Untersuchungsobjekt von Kapitel vier ist, ob dieak@nen der Eigenkapitalgeber auf eine
Fehlermeldung von der Fehlererwartung abhangig .sibénn bei gleichbleibender
Glaubwirdigkeit der verdffentlichten Informationlise die Kapitalmarktreaktion allein von
der Uberraschung beeinflusst werden (Jennings, )1987m die gleichbleibende
Glaubwirdigkeit zu gewahrleisten, werden allein [Edfekanntmachungen des deutschen
Enforcement-Systems zwischen 2005 und 2014 begitkgi. Anhand erhobener
Unternehmenscharakteristika wird ein Mal3 fur diehvgaheinlichkeit eines Fehlers in der
Rechnungslegung ermittelt und dessen Auswirkung @ief Eigenkapitalmarktreaktion
analysiert. Die Resultate deuten jedoch daraufdass nicht erwartete Fehler keine starkeren
Kapitalmarktreaktionen verursachen als erwartetadehe Fehlereigenschaften, wie die
kumulierte Ergebniswirkung beeinflussen die Reakstirker.

Nachdem in den vorherigen beiden Kapiteln Publdtetformen und Kapitalmarkteffekte von

Fehlermeldungen untersucht worden, wird in Kapitelf in Kooperation mit Dr. Katrin

Scharfenkamp analysiert, inwiefern die Zusammensetzes Aufsichtsrats einen Einfluss auf

die Wahrscheinlichkeit eines Fehlers in der Rechslagung hat. Ausgehend von Theorien zu
3



den verschiedenen Wirkungsrichtungen von Gescldediversitat in Teams auf deren
Leistung, wird explorativ untersucht, inwieweit tlegdsenz von Frauen in Prifungsausschissen
oder im Aufsichtsrat die Wahrscheinlichkeit fir Fehin der Rechnungslegung determiniert.
Empirisch untersucht wird ein Datensatz zu Restatésnder DAX 30 Unternehmen von 2005
bis 2015 und der Zusammensetzungen der Aufsichtdralv. Prifungsausschisse dieser
Unternehmen. Diese Studie leistet ein Beitrag sbwoim Literaturstrang zu den Effekten von
weiblichen Aufsichtsratsmitgliedern auf die Leisjurdes Aufsichtsrats, als auch zum
Literaturstrang zu den Determinanten von FehlereinRechnungslegung. Theoretische und
praktische Implikationen der explorativ empiriscH&tudie werden abschlieRend aufgezeigt.
Zum Abschluss liefert Kapitel sechs noch eine Zusanfassung der Erkenntnisse, sowie ein
Fazit und einen Ausblick.



2 Fehlerkorrekturen in  der internationalen Rechnungskgung in
Interaktion mit Corporate-Governance-Elementen - En Resimee der

empirischen Forschung

ZUSAMMENFASSUNG: Die AuRerungen rechnungslegungsbezogener Gren#SB( SEC,
ESMA und EFRAG) bzw. von deren Mitgliedern tber @ealitat und Komplexitat der
Finanzberichterstattung und jungste Bilanzskandabchen nach wie vor deutlich, wie
bedeutend die Identifizierung von Verbesserungsoaéen in diesem Bereich ist.
Fehlerkorrekturen (Restatements) von vertffentiohtFRS- und US-GAAP-Abschlissen
liefern eine adaquate Grundlage, um Determinantenféhlerhafte Berichterstattung zu
ermitteln und entsprechende Reaktionen festzustedlernanliegen dieses Beitrags ist es, eine
Bestandsaufnahme wesentlicher empirischer Resultagerzugeben, um Handlungsweisen
aufzuzeigen. Dabei werden bedeutende Bestandteile Cdbrporate Governance einzeln

betrachtet.

1 Bei diesem Kapitel handelt es sich um eine akdigatie und erweiterte Version der Publikation: M&il(2014).
Fehlerkorrekturen in der internationalen Rechnwemshg in Interaktion mit Corporate-Governance-Eletae -
Ein Resimee der empirischen Forschuteitschrift fir Corporate Governance, 227-234.
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2.1Einleitung

Der Jahresabschluss eines Unternehmens gibt dmmdgens-, Finanz- und Ertragslage des
vergangenen Geschaftsjahres wieder und stellt dahdredeutendes Informationsinstrument
dar. Dabei sollen bestehende Corporate-Governamokt&en eine korrekte Darstellung
sicherstellen. Zu beachten ist jedoch, dass diecibsserstellung und -prifung eine
herausfordernde Aufgabe darstellt und sowohl uchbgihe als auch bewusste Fehler in
diesem Prozess nicht ausgeschlossen werden konstereine nachtragliche Korrektur
erforderlich, bestatigt dies eine zuvor unentdecktEalschdarstellung oder
Informationsauslassung durch die Unternehmensfighonmd -tberwachurig Daher werden
Fehlerkorrekturen als ein Indikator fir eine unggamide Leistung auf Seiten der Corporate
Governance betrachfetDieser Beitrag legt den Fokus auf ,Restatemerddt, eine i.d.R.
retrospektive, erfolgsneutrale Korrektur von Fehliiherer Periodén Als direktes Resultat
einer Falschdarstellung liefern sie eine geeigbettenquelle zur Ermittlung der Ursachen und

Konsequenzen von rechnungslegungsbezogenen Fehlern

Die ununterbrochene Diskussion tber die Qualitédrirationaler Rechnungslegung wird auf
vielfaltige Weise gefuhrt und verdeutlicht die Aatitat der Problematik fur Forschung und
Praxis. So gab das International Accounting StatslBoard (IASB) im Jahr 2013 die Bildung
einer neuen Arbeitsgruppe im Rahmen seiner ,Discksnitiative” bekannt, dessen Ziel es
ist, die Darstellung der Finanzberichterstattungtiish zu verbessefnAuch im IASB Work
Plan 2017-2021 liegt der Fokus des Standardseitiégsund der ,Disclosure Initiative® auf der
Verbesserung des Informationsaustauschs mittel§idanzberichterstattungAuch Andrew
Ceresney, Co-Direktor der United States Securiaes Exchange Commission (SEC)
Enforcement-Division, weist auf den Anstieg von IEekorrekturen groRer Unternehmentin
Daneben diskutiert die European Financial Reporthdyvisory Group (EFRAG) die
Komplexitat der Rechnungslegihugd die europaische Wertpapieraufsichtsbehérde ESMA

2Vgl. Abbott et al., Auditing: A Journal of Practi& Theory 1/2004, S. 69.

3 vgl. Dechow et al., Contemporary Accounting Reskdl/1996 S. 22; Larcker et al., The Accounting iBev
4/2007, S. 989; Flanagan et al., International d@usf Commerce and Management 4/2008 S. 374.

4 Siehe IAS 8.5, 8.41und 8.42; ASC 250-10-20, 250+323.

5 Etwa keine Einschrankung auf nur durch EnforcenBatiorden identifizierte Fehler.

6Vgl. IASB Press Release, IASB announces new gtaffp to focus on Disclosure Initiative 2013, abarfunter:
http://www.ifrs.org/Alerts/PressRelease/Pages/| ABBrounces-new-staff-group-to-focus-on-Disclosure-
Initiative-October-2013.aspx (06.03.2014).

"Vgl. IASB, IASB Work Plan 2017-2021, 2016.

8Vgl. Ceresney, Financial Reporting and Accounfingud, American Law Institute Continuing Legal Ealtign
2013, abrufbar unter: http://www.sec.gov/News/Speech/Detail/Speech/139883772#.UcUOEBCFdek
(26.11.2013).

9Vgl. EFRAG, Getting a Better Framework, ComplexBylletin, 2014.




(European Securities and Markets Authority) kietisaktuell, dass trotz steigender Erfahrung
in der IFRS-Rechnungslegung weiterhin eine Verbesge der Qualitdt der
Finanzberichterstattung geboten!&eDies machte die ESMA erneut in einer 6ffentlichen
Bekanntmachung zusétzlich deutfithAls bedeutendes Praxisbeispiel kann die Ideiatiidh
finanzieller Unregelméfiigkeiten bei der Reebok an@iompany im Marz 2012 aufgefihrt
werden, welche zu einer Uberpriifung der betroffed@nresabschlisse fiihrte. Die interne
Untersuchung deckte bilanzierte Scheinumséatze gedinne tber mehrere Jahre auf. Dies
fuhrte u.a. dazu, dass dem damaligen Geschaftsfidekindigt wurde und mehrere
Konzernabschlisse der adidas Group rickwirkendozrdgieren waren. Eine Verminderung
des im Jahr 2011 ausgewiesenen Konzerngewinns uMi&2€, circa 10 % des fehlerhaft
publizierten Betrags war u.a. das Ergebhni#/eitere prominente Beispiele sind die Puma SE,
die MIFA Mitteldeutsche Fahrradwerke AG, die Tehlaf Holding AG, sowie die
Drogeriemarktkette Schlecker. Bei Puma wurden aufgrdoloser Handlungen bei einer
Tochtergesellschaft, welche im Jahr 2010 zu zush&eh Aufwendungen von 31 Mio. €
fuhrten, die Vergleichszahlen betreffend das Getsjhlir 2009 nachtraglich korrigié?t die
MIFA Mitteldeutsche Fahrradwerke AG stellte 2014tfén den Vorjahren wesentliche falsche
Rechnungslegungsangaben gemacht zu haben, disamsgeit einem Bilanzverlust von ca.
28 Mio. € beziffert wurdelt. Bei der Teldafax Holding AG, eine der groRten tdelen
Unternehmenszusammenbriiche, wurden u.a. Buchfigptlinpiten verletZf und bei
Schlecker sollen Wirtschaftspriifer falsche Bilantestiert habeld.

Die Wechselwirkung mit den Elementen der Corpo@Gigernance begrindet das Interesse der
wirtschaftswissenschaftlichen Forschung fiir diesBmemenkompleX. Aus Sicht der
Unternehmenspraxis erscheint es ebenfalls sinrsiol,mit den Ursachen und Wirkungen von
fehlerhafter Abschlusserstellung und -publikatioseinanderzusetzen, um die Konsequenzen
abschatzen zu konnen und diese in Zukunft zu velnei Eine hohere Qualitat der
Berichterstattung ware die Folge. Vor diesem Huonend leistet die nachfolgende State-of-
the-Art-Analyse eine Ubersicht der bisherigen empiren Befunde. Dabei gliedert sich der
Gang der Untersuchung wie folgt: Nach allgemeit@otetischen Uberlegungen (Abschn. 2)

0vgl. ESMA, Activity Report of the IFRS Enforcemeattivities in Europe in 2012, 2013, S. 3-4.

1vgl. ESMA, Public Statement improving the qualitiydisclosure in the financial statements, 2015.-8.

2 Siehe adidas Group, Geschéftsbericht 2012, S263-

13 Siehe Puma SE, Geschéftsbericht 2010, S. 98.

¥ vgl. MIFA Mitteldeutsche Fahrrad AG, Ad-Hoc-Mittahg vom 15.05.2014.

% vgl. Lessmann, Berliner Morgenpost 60/2017 S. 6.

% vgl. Petersen, Schlecker vor Gericht 2017, abmufhater: http://www.heute.de/prozess-gegen-
unternehmerfamilie-schlecker-beginnt-46683798.1{06103.2017).

17vgl. Baber et al., Accounting Horizons 2/2012 $92




erfolgt in Abschn. 3 die Wirdigung der empirischgefunde der Restatement-Forschung.

Abschn. 4 schliel3t mit einer Zusammenfassung inkdusazit.

2.2 Grundlegende theoretische Uberlegungen

Der Uberwiegende Teil empirischer Studien folgt #&ssischen Annahme, dass ,gute”
Corporate Governance zu qualitativ hoéherer Rechslaggng fuhrt, d.h. weniger
Fehlerkorrekturen zur Folge habe. Es liegen dergettoch keine aussagekraftigen
theoretischen Modelle zur Wechselwirkung zwischeestRements und Elementen der
Corporate Governance V8r Somit sind eindeutige theoretische Vorhersagénviseig zu
formulieren. So fuhren z.B. Kosten-Nutzen-Analysem Rechnungslegungsentscheidungen,
die ein Restatement verursachen, zu abweichendkemd®n. Eine denkbare Sichtweise ist,
dass Kapitalmarktteilnehmer die Rechnungslegung itire Investitionsentscheidung
heranziehen, eine Fehlerbekanntgabe zu einer Neuhew dieser fiihtf und sich so negativ
auf den Aktienkurs auswirkt Ergo sollte das Management einen Anreiz habea, di
Falschdarstellung zu vermeidénJedoch ist auch Gegenteiliges denkbar. Um eignaié
Aktienfinanzierung einer geplanten Unternehmengiddene zu erleichtern und die
Verhandlungsposition ~ zu  starkén besteht der  Anreiz  Uber  geschonte
Unternehmensinformationen den eigenen Aktienkursteigers®. Davon wiirden sowohl die
Unternehmensfihrung als auch die Anteilseigner alignprofitieren und zwar unabhéangig
davon, ob es nachfolgend zu einem Restatement kdmiveitere Beispiele sind denkbar. So
haben unabhangige nicht-geschéftsfihrende Diraktgoaitside directors) des Board of
Directors, sollten sie Mitglied mehrerer Boardshseinen hoheren Anreiz zur Uberwachung
der Managementhandlungen, um sich eine entspreeRaputation aufzubau@nWeniger

Fehlerkorrekturen waren die Fof§eJedoch begriindet der sie kennzeichnende schiechte

8 vqgl. Larcker et al., The Accounting Review 4/208.7984.

¥9vgl. Baber et al., Accounting Horizons 2/2012 332

20yvgl. Palmrose et al., Journal of Accounting andifmics 1/2004 S. 63.

2l vgl. Baber et al., Accounting Horizons 2/2012 332

22gl. Shleifer/Vishny, Journal of Financial Econa®i3/2003 S. 309.

23 vgl. D’Avolio et al., Technology, Information Pradtion, and Market Efficiency, Economic Policy afing
Information Economy 2001, S. 149.

24Vgl. Baber et al., Accounting Horizons 2/2012 332

25\/gl. Vafeas, Journal of Financial Economics 1/1$9917; Fama/Jensen, Journal of Law & Economit383
S. 315.

26 \vgl. Baber et al., Accounting Horizons 2/2012 332



Informationsstand liber das Unternehiieine durch sie eingeschrankte UberwacRRirider

theoretische Hintergrund erscheint somit nicht etriid).
2.3Diskussion der empirischen Studien

Trotz zahlreicher Restatement-Studien sind StatbefArt-Analysen, welche Ergebnisse im
Zusammenhang mit einzelnen Institutionen der CagoGovernance zusammenfassen, selten
zu finden. Vor allem aus Sicht der Praxis scheiimie eprazise Bestandsaufnahme von
Forschungsbefunden geboténum direkte Mdglichkeiten zur Qualitatssteigerunigr
Finanzberichterstattung aufzuzeigen. Restatemer@sdem hierbei als Surrogat fur die
Rechnungslegungsqualitéat, aber auch als Sanktiterspal betrachtet. Um die Anzahl der
diskutierten Corporate Governance Elemente aufwiseentlichen zu begrenzen, werden
folgende rechnungslegungsbezogene Gruppen betrabDiai® Board of Directors bzw. Audit
Committee (Prufungsausschuss), das Top Managenienhternen Unternehmenskontrollen
und der Abschlussprufer. Als bedeutende Adressateden Eigen- und Fremdkapitalgeber
betrachtet. Zuletzt werden Zusammenhange zur Homaithterstattung prasentiert. Den
Hauptteil der bestehenden Restatement-Forschungematerzeit US-amerikanische Studien

aus.

2.3.1 Board of Directors/Audit Committee

Das Board of DirectorS ist fir die Qualitat des Jahresabschlusses voRegrBedeutung, da
es dessen Korrektheit sicherzustellen hat. Dabsinitlmmt eine Teilgruppe der Mitglieder des
Gremiums, das Audit Committe, konkrete Aufgabemligsem Bereich. Relevante Studien
gehen i.d.R. der Frage nach, ob und wie beide @rewtie Qualitat der Bilanzierung pragen.
Entsprechend zeigen DeFond/Jiambalvo (1991), ddss adas Bestehen eines Audit
Committee im Unternehmen die Wahrscheinlichkeit egin (gewinnreduzierenden)
Restatements vermind&it In diesem Kontext wird der Unabhangigkeit der @uttee-
Mitglieder gegeniiber dem Management und ihrer Fespertisé® ein beachtlicher

Stellenwert zur Starkung der Corporate Governanegesprochetf. Dementsprechend

27vgl. Bushman et al., Journal of Accounting and iamics 2/2004 S. 179.

28\gl. Baber et al., Accounting Horizons 2/2012 342

29 Ahnliche Beitrage sind z.B. Freidank/Velte, ZC@A12 S. 26-34; Quick/Wiemann, ZCG 2/2013 S. 77-85.
30 Hierbei beziehen sich die Aussagen auf das BoandJ8-Unternehmen.

31vgl. Larcker/Tayan, Corporate Governance Matt2@d,1, S. 68, 72.

32 vgl. DeFond/Jiambalvo, The Accounting Review 3/190 644, 647.

33 Meist angenommen wenn mindestens ein Mitglied @amtified Public Accountand, Chartered Financial
Analyst, ein ehemaliger chief financial officer oist.

34vql. Velte, Journal fir Betriebswirtschaft 2&3/20&. 123.



beobachten Schmidt/Wilkins (2013), dass ein Audinthitte-Mitglied mit Expertenwissen im
Bereich der Rechnungslegung die Aussicht auf earenihgerechte Bekanntgabe eines
Restatements erhdht, besonders wenn der Vorsitzelede Gremiums das notwendige
Expertenwissen besifzt Die Forschungsresultate zur Unabh&ngigkeit imafusenhang mit
Restatements sind jedoch uneinheifiich Agrawal/Chadha (2005) stellen fest, dass
finanzwirtschaftliche Fachkenntnisse eines unabigéng Mitglieds in einem der beiden
Gremien die Wahrscheinlichkeit eines Restatemedgtsfikant reduziert’. Eine Beteiligung
des ,chief executive officers* (CEOSs) bei der Aushaer Direktoren reduziert jedoch die z.T.
beobachteten positiven Effekte der Unabhangigked der Fachkenntnisge Freiwillige

Restatements sind eher bei starkerer UnabhangidgeMitglieder festzustelléh

Weitere Befunde sind, dass die Mitgliedschaft m#teles einer Frau im Board die
Wahrscheinlichkeit fur ein Restatement senkt, bedeti u.a. mit weniger ausgepragtem
Gruppendenkef, aber kurz- oder langfristig ausgerichtete Aktjetanen fir Mitglieder des
Audit Committee eine Zunahme der Wahrscheinlichkeit gewinnwirksamen Restatements
bewirken. Kurzfristige Optionen wirden kurzfristig&nternehmenserfolg begtnstigen und
langfristigen Optionen wirde die entsprechende iwiekung fehlerl. Fur taiwanische
Unternehmeff stellt Young et al. (2008) fest, dass je groRer Divergenz zwischen dem
Anteilsbesitz (ownership) und der VerfligungsgeWadintrol power) des Mehrheitsaktionars
ist, desto eher kommt es zu Restatments. Dabeidigri¥erfligungsgewalt als Anteil der dem
Mehrheitsaktionar zuzurechnenden Sitze, sowohl iga® der Unternehmensleitung als auch
im Aufsichtsorgan, ermittelt. Zusatzlich steigt dureine zunehmende Divergenz auch die
Schwere der Fehl&t

Eine Konsequenz der Fehlerpublikation ist der Gesraiisschluss. Nicht-geschaftsfihrende
Mitglieder des Board of Directors sind aufgrund emficher ergebnisreduzierender

Restatements einem hohen Risiko ausgesetzt, ausBdamad ausgeschlossen zu werden.

35 vgl. Schmidt/Wilkins, Auditing: A Journal of Prace & Theory 1/2013 S. 221.

36 Vgl. Abbott et al., Auditing: A Journal of Practi& Theory 1/2004 S. 69; Agrawal/Chadha, Journdlaf
and Economics 2/2005 S. 394; Lin et al., Managekadliting Journal 9/2006 S. 921; Wang et al., Apgli
Financial Economics 11/2013 S. 963.

37Vvgl. Agrawal/Chadha, Journal of Law and Econon®tz005 S. 394.

38 Vgl. Carcello et al., Contemporary Accounting Ressl 2/2011 S. 396-397, 423.

39 vgl. Marciukaityte et al., Financial Analysts Joal 5/2009 S. 61.

40vgl. Abbott et al., Accounting Horizons 4/201268.7, 626.

41vgl. Archambeault et al., Contemporary Accountidgsearch 4/2008 S. 971, 985.

42 Taiwans Rechnungslegungsstandards sind weitggtlentsch mit den US-GAAP, besonders im Bereich der
nachtraglichen Fehlerkorrektur (Restatment) (Vgle St al., Journal of Business Finance & Accounting
9&10/2013 S. 1069.

43vgl. Young et al. Review of Quantitative FinanecglaAccounting 3/2008.
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Ebenso Mitglieder des Audit Committee. Auch Boardgliledschaften bei weiteren
Unternehmen werden aufgrund eines Restatementelgily Dies gilt umso eher, je
schwerwiegender das Restatement ist (z.B. die Ardahbetroffenen Quartale), wobei das
Audit Committee davon eher betroffen ist. Begrina&id dies mit Reputationsverlusten
aufgrund der Falschdarstellifig Vergleichbare Resultate beobachten Arthaud-Dawplet
(2006Y°. Carver (2014) stellt jedoch in diesem Zusammeghtast, dass die mogliche
Beibehaltung eines Mitglieds im Audit Committe namhem Restatment vom Einfluss des
CEO und dessen Mitwirkung im vorherigen Nominiersprgzess positiv beeinflusst wird.
Dabei werden vor allem Mitglieder ausgetauscht, e€ileen stérkeren Anreiz haben die
Berichterstattung zu Giberwachen. Dies deute einfuSsnahme nach dem Bekanntwerden des

Bilanzfehlers aff.

Bei der Ergebnisinterpretation ist jedoch zu beachtiass die Studien nur das sog. One-Tier-
Modell (Vereinigung von Leitung und Kontrolle imne@im Gremium) berticksichtigen und eine
Gegenuberstellung zum Two-Tier-Modell (Trennung ba@dem) nicht stattfindet. Auch dies
konnte die Effektivitat der Corporate Governanceimgussefl’. Berlicksichtigt man die
Uberlegung von Jaswadi (2013), dass im Trennungsthater Aufgabenbereiche des
Kontrollgremiums in vielerlei Hinsicht denen desaBo of Directors entspricht, und das
Leitungsgremium mit dem CEO und den geschéaftsfiderrDirektoren vergleichbar 18t
ware eine Ubertragung einzelner Resultate denledoch werden hierbei die Besonderheiten

der jeweiligen Systeme auRRer Acht gelag$aNeiterer Forschungsbedarf scheint erforderlich.
2.3.2 Top Management

Als Bilanzersteller verantwortet das Top Managementerster Linie Fehler in der
Rechnungslegu§ So bestitigen Aier et al. (2005) einen negativempirischen
Zusammenhang zwischen dem Fachwissen (BerufsenfighruMBA-Ausbildung,
Wirtschaftspriferzulassung) des ,chief financidicgrs* (CFOs) und dem Auftreten eines

Restatements.

44 vgl. Srinivasan, Journal of Accounting Resear&0pb S. 291-292, 301.

45 vgl. Arthaud-Day et al., Academy of Managementraali6/2006 S. 1119.

46Vgl. Carver, Journal of Accounting and Public Pplid2014 S. 52.

47vgl. Jungmann, European Company and Financial Rawiew 4/2007 S. 426.

48 \vgl. Jaswadi, Corporate Governance and Accourntiegularities: Evidence from the two-tier boartlisture
in Indonesia 2013, S. 103, 105-106.

4 vgl. Jungmann, European Company and Financial Rawiew 4/2007 S. 428.

S0vgl. Feldmann et al., Auditing: A Journal of Piiget& Theory 1/2009 S. 208.

S1vgl. Aier et al., Accounting Horizons 3/2005 S312
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Ebenso kann die Vergutungsform die Qualitat dehRengslegung beeintrachtigen. So zeigen
Burns/Kedia (2006), dass je sensibler das Optiatfghio des CEOs durch
Aktienkursbewegungen Dbeeinflusst wird, desto ehesmrkt es zu fehlerhaften
Geschaftsberichten aufgrund aggressiver BilanzggfulEbenfalls wird festgestellt, dass die
Wahrscheinlichkeit einer unzutreffenden Berichtisng bei hoherer
Aktienoptionsvergiitung und erheblichen ,in-the-mghaktienoptionen® des CEOs
zunimmt. Begrundet wird dies mit der Anreizwirkudgrartiger Vergutungsbestandteile, die
zur kurzfristigen Steigerung der Unternehmensperéorce bzw. des Aktienkurses eine
Manipulation der Bilanzzahlen fordétt Eine effektive Uberwachung des CEOs durch das
Board sollte die Wahrscheinlichkeit einer Fehlerkktur verringern. Die Zugehdorigkeit des
CEOs zu den Griundungsmitgliedern der Gesellscludt die Tatsache, dass der CEO auch
Vorsitzender des Board of Directors ist, scheidbgh die Uberwachung einzuschranken und
Fehler somit zu férdern, wobei sich die Studienétaten Punkt uneins sifitl Armstrong et

al. (2013) bertcksichtigen zuséatzlich wie empfiddlider Wohlstand des Managers auf
Risiko&dnderungen reagiert (Portfolio Vega) undlstefest, dass Aktienportfolios den Anreiz
fur eine fehlerhafte Berichterstattung erhéhen, witme Risikoaversitat durch das Portfolio
sink®. Ein moglicher weiterer Erklarungsfaktor fiir Réstaents konnte sein, dass bedeutende
Unternehmensereignisse den Fokus des ManagememtderoRechnungslegung ablenken.
Files et al. (2014) stellen fur ,uberlappende” Rémmhents (mehrere Restatements betreffen
dieselbe Periode) fest, dass diese bei Unternehdiergufgegebene Geschaftsbereiche oder
Schwachen im internen Kontrollsystem angeben, anéallen. Wichtigen Anderungen im
operativen Geschéaft oder im Uberwachungsumfeldisehedas Management von Problemen

in der Finanzberichterstattung abzuleriken

GehaltseinbufRen und Beschaftigungsverluste kdnieghadige von durch falsche Bilanzierung
verursachten Zweifeln an den Fahigkeiten des Topadgaments sein. So zeigen Desai et al.
(2006a), dass bestimmte Mitglieder des Managen{@ftairman, CEO oder President), deren
Gesellschaft ein Restatement vornimmt, einer nahedoppelt so hohen

Ausscheidewahrscheinlichkeit aus dem Unternehmegesetzt sind, als die entsprechende

52vgl. Burns/Kedia, Journal of Financial Economi¢20D6 S. 35, 42.
53 vgl. Efendi et al., Journal of Financial Econom®2007 S. 667.
54 vgl. Harris/Bromiley, Organization Science 3/2087,352, 362.
55 vgl. Agrawal/Chadha, Journal of Law and Econonfi{Z005 S. 371, 395; Efendi et al., Journal of Faian
Economics 3/2007 S. 667.
56 Vgl. Armstrong et al., Journal of Financial Ecorics2/2013 S. 327.
57Vgl. Files et al. Accounting Horizons 1/2014 S: %R
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Kontrollgruppé&®. Weitere Studien beobachten analoge Resulta@H@ und CFE. Fiir diese
Vorgehensweise spricht die abnehmende Wahrschakelicflr ein erneutes Restatement bei
Austausch des CEO/CE® Daneben beeinflussen Fehlereigenschaften diefaigehden
Konsequenzen. So nimmt mit steigendem Ausmal} desate@ments (z.B. Hohe des
korrigierten Betrags) die Ausscheidewahrscheinkihkles CEOs oder CFOs ®zuGerade
bewusste Fehler (irregularities) kbnnen fir eindig@ng im Top Management verantwortlich
gemacht werdef? Auch fallt die Wahrscheinlichkeit eines Arbeitdpleerlustes des CEOs bei
dieser Fehlerart doppelt so hoch aus, wenn dieser&rindungsmitglied ist, im Vergleich zu
einer Griindungsmitgliedschaft. Ist der CEO Griindeheidet eher der CFO &tisBei sehr
schwerwiegenden Fehlern in der Rechnungslegungenebei der Neuvergabe der CEO-
Position vor allem Personen eingestellt, die bereén Vorstandsvorsitz bei einem anderen
Unternehmen inne hatten, die Sanierungserfahrumigeimen elitaren Bildungshintergrund
(Abschluss einer Eliteuniversitat) hab&rCollins et al. (2008) konnen bei gewinnsteigemde
Fehlern einen Abgang des CFOs oder eine Verringes@ner Bonuszahlungen nur dann
beobachten, wenn die Fehler zu Sammelklagen (eletss securities litigation) fihren. Aber
auch bei weiteren Managementmitgliedern (z.B. ,cbjerating officer* (COOYP findet eine
Positionsaufgabe statt. Restatements beeinflusseht mur aktuelle, sondern auch
nachfolgende Beschaftigungen in anderen UnternehRigmitglieder des Top-Managements
stellen Desai et al. (2006a) fest, dass die Wiadsedlungsrate gegentber einer
Kontrollgruppe um ca. die Halfte sinkt. Die neuargkgements fallen sowohl im Vergleich zu
den frheren Positionen, als auch zu den neuenhBgggringsverhéltnissen von Managern
ohne vorheriges Restatement geringwertigef®a@llins et al. (2009) zeigen vergleichbare
und umfangreiche MafRregelungen des CFOs bei geednmierenden Restatemérits
Betrachtet man die empirischen Befunde, ist i.celRe Arbeitsmarkt-Disziplinierung des
Managements festzustellen. Ebenso sind Anpassunigemer Vergutungsstruktur zu
beobachten. Der Vergutungsanteil in Form von Ogtiopwei Jahre nach einem Restatement
nimmt beim CEO signifikant ab. Zugleich sinkt diekt®nvolatilitat und die operative

58 Vvgl. Desai et al., The Accounting Review 1/20064 @8.

%9Vgl. Arthaud-Day et al., Academy of Managementrdali6/2006 S. 1119; Collins et al., Journal of dusting,
Auditing & Finance 1/2009 S. 32; Zhang et al., ABecific Journal of Management 4/2013 S. 1005-1008.
60 \vgl. Chi/Sun Journal of Accounting and Finance(2/2 S. 28-29.

61 vgl. Wang/Chou, Review of Business 2/2011 S. 2ahd, Pacific Accounting Review 3/2010 S. 180.
62\/gl. Hennes et al., The Accounting Review 6/20881515.

63 Vvgl. Leone/Liu, The Accounting Review 1/2010 S928

64 Vgl. Gomulya/Boeker, Academy of Management Jouéia014 S. 1759, 1766.

8 Vgl. Collins et al., Advances in Accounting 2/2088162, 165.

56 \Vgl. Desai et al., The Accounting Review 1/20064 @8.

57vgl. Collins et al., Journal of Accounting, Audifj & Finance 1/2009 S. 9, 25, 28.
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Performance steigt. Dies deutet einen gesunkeneaiZ;Ades CEOs an, UbermalRig riskante
Investitionen zu realisieréh Allerdings beobachten Wang et al. (2013) im Zeitn nach dem
Sarbanes Oxley Act (SOX) nur vereinzelt eine Abnalder VVergutung des Managements nach
einem Restatement. Eine hohere MitgliederanzalBaard hilft, das Vergltungsniveau nach

einem Restatement moderat zu h&ten

Chakravarthy et al. (2014) vermuten auch einenkestarAnreiz des Managements
reputationssteigernde Malinahmen nach Bekanntgabdréstatments durchzufihren, z.B.
Austausch des CEO oder Starkung der internen KiientdSie beobachten, dass im Vergleich
zu Unternehmen mit korrekter Bilanzierung, die nashem Restatment veroffentlichen
Pressemitteilungen ofters reputationsbildende Miafiea enthalted. Jedoch wird eher ein
risikominderndes Verhalten bei neuen Gewinnprogmodes Managements nach einem
Restatment beobachtet (weniger und ungenauere é3eg)) was gegen eine bewusste
Wiederherstellung der Reputation sprichf\uch Gordon et al. (2014) beobachtet, dass in der
Periode nach einem Restatement die GenauigkeitGégrinnprognosen im Vergleich zur
Periode vor dem Restatement abnimmt. Jedoch eméude Autoren dies mit einer
Verbesserung der Kontrollmechanismen nach dem Feiddche opportunistisches Verhalten
durch das Management erschwert. Vor dem Fehler tkonnjedoch von der
Unternehmensleitung opportunistischer Handlungsspie genutzt werdéa Zuséatzlich hat
das Management in US-Unternehmen grundsétzlich IHagsspielraum, in welcher Foffn
ein Restatement bekannt gemacht wird, mit unteestichen Niveaus an Transparenz. Je
wesentlicher der Fehler ausféllt, desto transparemtird die Publikationsform gewahlt.
Dasselbe gilt fir Restatements als Folge von SE@rsimchungen oder wenn Schwachen im

internen Kontrollsystem besteHén

2.3.3 Interne Unternehmenskontrollen

Wirkungsvolle interne Kontrollen stellen die Gruageé fur eine verlassliche und glaubwiirdige
Rechnungslegung dar. In diesem Kontext treffen Batl al. (2007) die Annahme, dass

Schwachen der internen Kontrollmechanismen Bilalidpound unbeabsichtigte Fehler

68 \gl. Cheng/Farber, The Accounting Review 5/2008 &.7.

69 vgl. Wang et al., Applied Financial Economics 1013 S. 963-964.

70vgl. Chakravarthy et al., The Accounting Revie®@4 S. 1329, 1330, 1337.

"1vgl. Ettredge et al., Accounting Horizons 2/201387.

72Vgl. Gordon et al., Journal of Business FinancAdkounting 7-8/2014 S. 867-869.

73 8-K report, 10-K report, beide Berichtsformen ofernahme des Restatements ohne dies zusatzlia@nhek
zu geben.

74Vgl. Plumlee/Yohn, Journal of Management AccountResearch 2/2015 S. 121-122.
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beginstigen und beides zu Verzerrungen in der éamebgrenzung (accruals) fuhren. Dabei
dienen u.a. Restatements als Surrogat fur die tAtuaer Periodenabgrenzung bzw. fir die
Rechnungslegungsqualitéat, da diese aus einer giiHeaslschdarstellung resultieren. Es wird
ein signifikanter Zusammenhang zwischen diesen ded Schwachen in den internen
Unternehmenskontrollen beobachtet. Mangel in déernen Kontrollen erhéhen somit die
Restatement-Wahrscheinlichkeit und mindern die @taler FinanzberichterstattufigAuch
fallen die Fehler in der Rechnungslegung umso sohiggender aus, je geringer die Qualftat
des internen Kontrollsystems ausfillt Auch Weisenfeld et al. (2012) finden unter
Beriicksichtigung des Auditing Standard Né& @es Public Company Accounting Oversight
Board (PCAOB) Hinweise dafir, dass Restatementsealsutender Indikator flir ausgepragte
Schwéchen in den internen Unternehmenskontrolleusahen sind. Besonders freiwillig
bekanntgegebene Restatements, welche den Gewinmtragich mindern deuten auf
Schwéchen im internen Kontrollsystem $inJedoch zeigen Srinivasan et al. (2015), dass
dieser positive Zusammenhang von Schwachen immieteKontrollsystem und Restatements
nur fir Unternehmen aus Landern mit ausgepragtenhtlstaatlichkeit nachgewiesen werden
kénne. Das Niveau der Durchsetzung von entspre@meriRegelungen beeinflusst die
Wahrscheinlichkeit, dass ein Fehler in der Rechslauyng entdeckt oder veréffentlicht

wird®?,

Werden nach einem Restatement die internen Komteghanismen verbessert, nimmt die
Wabhrscheinlichkeit fur ein erneutes Restatemeft &mneben stellen Guo et al. (2016) fest,
dass Unternehmensleistungen an Arbeitnehmer (Atieserge, Gesundheits- und
Arbeitsschutzprogramme etc.) die Effektivitat deternen Kontrollmechanismen erhéht und
so vor allem das Auftreten von unbeabsichtigten hRengslegungsfehler signifikant

reduzierts.

SVgl. Doyle et al., The Accounting Review 5/20071%42, 1144, 1158.

6 Abhangig von: Auftreten von Schwéachen im interd@mtrollsystem, Typ des internen Kontrollproblemad
Anzahl von Schwachen im internen Kontrollsystem.

7Vgl. Wang, Accounting & Taxation 1/2013 S. 19-20.

8 Da dieser Standard bereits 2007 durch Auditingyé&ted No. 5 ersetzt wurde, wird aufgrund mangelnder
Aktualitat auf eine genauere Darstellung der Studizichtet.

7 Vgl. Weisenfeld et al., Journal of Finance and ®attancy 2012 S. 1.

80 vgl. Wang/Huang, Global Journal of Business Rese4r2014 S. 1, 4.

81vgl. Srinivasan et al., The Accounting Review 3/2(. 1201-1202.

82\vgl. Chi/Sun Journal of Accounting and Finance(2/2 S. 28-29.

83vgl. Guo et al., The Accounting Review 4/2016 $67-1168.
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2.3.4 Abschlussprufer

Der Abschlusspriifer hat prinzipiell die Regelkonfiitit des Abschlusses festzusteifen
Einerseits werden ihm daher Restatements angéPastatder Fehler vor Veroffentlichung
unentdeckt blieb. Andererseits kann auch er dievsintligkeit eines Restatements aufdeken
Kritisch gesehen werden Geblhren fir Leistungen Aleschlussprifers aul3erhalb der
eigentlichen Prifung, da sie im Verdacht steherss@l® Unabhangigkeit und damit die
Prufungsqualitat zu beeintrachtigen. Mehr Restatésnevaren die Konsequétiz Dem
widerspricht, dass zusatzliche Beratungsleisturdgm erworbenen Kenntnisstand tber das
Unternehmen verbessern und zu einer qualitativ mgréigen Prufung fuhré Die
empirischen Befunde hierzu divergieren. So findannky et al. (2004) einen signifikant
positiven Zusammenhang zwischen unspezifiziertenchtdrifungsleistungen und
Restatements und unterstiitzen damit prinzipielledse Ansicif. Weitere Studien finden
dagegen keinen oder nur einen schwachen Zusamngnhamschen Gebuhren fir
Nichtprufungsleistungéfl und dem Auftreten von RestateméhtsAllerdings lasst sich in
einzelnen Studien fir andere Gebuhrenarten einealitbe der Prufungsqualitdt des
Abschlusspriifers beobachténAber auch hier stellen z.B. Raghunandan et &03p fiir
abnormale Gesamtgebiihren keinen signifikanten Zosarhang fest. Uberraschenderweise
beobachten Blankley et al. (2012) in den Jahrenh ndem Sarbanes-Oxley-Act, bei
Berucksichtigung der Qualitat interner Kontroll@men negativen Zusammenhang zwischen
unerwartet hohen Priifungsgebiihren und RestatetfhieBisse negative Beziehung stellen
auch Stanley/DeZoort (2007) bei Prufungsmandaten, féie nicht langer als drei Jahre
bestehen. Begrundet wird dies mit zu geringem Asbefwand und falscher

Risikoeinschatzung des Prifers bzw. geringereruRgsqualitat bei neuen MandaterAuch

84Vgl. Larcker/Tayan, Corporate Governance Matt2@d,1, S. 341.
85vgl. Byrnes et al., BusinessWeek 3767/2002 S. 44.
86 Vgl. Kryzanowski/Zhang, Journal of Corporate Fioa21/2013 S. 89.
87vgl. Kinney et al., Journal of Accounting ReseaBtk004 S. 562.
88 \vgl. Agrawal/Chadha, Journal of Law and Econon@i2005 S. 377.
89 vgl. Kinney et al., Journal of Accounting ReseaBtk004 S. 561.
9 Dabei werden neben der absoluten GroRe auch \eidzihlen oder der abnormale Anteil bericksichtigt
91Vgl. Raghunandan et al., Accounting Horizons 3280231; Agrawal/Chadha, Journal of Law and Ecdosm
2/2005 S. 371; Bloomfield/Shackman, Managerial AindiJournal 2/2008 S. 125; Liu et al., AuditingJaurnal
of Practice & Theory 1/2009 S. 232.
92vgl. Kinney et al., Journal of Accounting Resea8¢004 S. 579; Bloomfield/Shackman, Managerial ifing
Journal 2/2008 S. 137.
93 Vvgl. Raghunandan et al., Accounting Horizons 38260223.
94 Dabei beriicksichtigen Blankley et al. (1/2012) Rasstatements, die den Gewinn, die Gewinnrucklagiem
den Cashflow aus betrieblicher Tatigkeit reduzievdar fehlende Schulden korrigieren.
% Vgl. Stanley/DeZoort, Journal of Accounting anablc Policy 2/2007 S. 131; Blankley et al., Auddi A
Journal of Practice & Theory 1/2012 S. 79, 81, 8693.
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steuerbezogene Dienstleistungen reduzieren die sbladinlichkeit von (steuerbezogenen)
Restatements, d.h. die Qualitat der Berichtersigttarhoht sich. Entweder profitiert die
Prufungsqualitat davon oder Mandanten hoher Redstegungsqualitat wahlen ihre
Priifungsgesellschaft aufgrund von Steuerdiensileggti®. Weitere Untersuchungen
analysieren Auswirkungen der Branchenspezialisgerdes Prifers auf die Prifungsqualitét
und stellen fest, dass damit eine Reduzierung dsta®ement-Wahrscheinlichkeit einherdéht
Jedoch lasst der Wechsel von einem nicht spezebsi zu einem spezialisierten Prifer diese
steigen und umgekef#t Chin/Chi (2009) finden Hinweise, dass eine Bramspezialisierung
des Prifers auf Partner-Ebene (signing partner)ad@rscheinlichkeit fir ein Restatement
reduziert, eine Spezialisierung auf Gesellscha#iseb(firm-level) allein lasse aber keine
signifikanten Unterschiede erkend&rEs folgt daraus, dass eine Branchenspezialisietles
Wirtschaftsprifers i.d.R. die Qualitat der Prifumygl damit der Berichterstattung erhdht. Das
Mandat einer Big 4-Wirtschaftspriifungsgesellsciafterringert nach dem Auftreten eines
Restatments die Wahrscheinlichkeit fir ein ernelRestatemettl. Zusatzlich sinkt die
Restatement-Wahrscheinlichkeit, je langer der \ivstsprifer mit dem Mandat betraut94t
Zudem findet Shin et al. (2011) nur vor der SOXib# Hinweise auf einen positiven
Zusammenhang zwischen dem Zeitraum von Fehlerdaidgcbis zur Korrektur und der
Anstellungsdauer des Wirtschaftsprité€fs Forderungen nach einer verpflichtenden
Priferrotation unterstitzt beides nicht. Blankléwle (2014) beobachten, dass eine abnormal
lange Zeitdifferenz zwischen Ende des Geschéfisgainnd dem nachfolgenden Prifbericht die
Wahrscheinlichkeit fiir eine nachtragliche Korrektis Abschlusses erhétt Wurde gegen
eine Wirtschaftsprifungsgesellschaft bereits gé#rath vorgegangen, erhéht dies die
Rechnungslegungsqualitdit des Mandanten. Dies isth aauf Niederlassungsebene
festzustelletf®. Je hoher der Arbeitsaufwand des Abschlusspriggrslesto geringer ist die
Wahrscheinlichkeit fur ein Restatement. Dieser Ausanhang wird jedoch nur eindeutig

beobachtet, wenn fir das Risiko einer fehlerhaBenichterstattung kontrolliert wird und

% Vgl. Kinney et al., Journal of Accounting Reseai@2004 S. 561, 585; Seetharaman et al., Journal of
Accounting, Auditing & Finance 4/2011 S. 677.

97 Vgl. Bloomfield/Shackman, Managerial Auditing Joal 2/2008 S. 126, fur Prifungsmandstd Jahre auch
Stanley/DeZoort, Journal of Accounting and PuBladicy 2/2007 S. 131.

98 Vvgl. Romanus et al., Accounting Horizons 4/2008 8.

99 vgl. Chin/Chi, Contemporary Accounting Researc2080 S. 757.

100 pWC, KPMG, EY und Deloitte.

101 ygl. Chi/Sun Journal of Accounting and Finance0d/2 S. 28-29; Files et al., Accounting Horizons01/2 S.
93.

102/gl. Stanley/DeZoort, Journal of Accounting ancRuiPolicy 2/2007 S. 154-155.

103\/gl. Shin et al., Journal of Accounting and Finai3¢2011 S. 36.

104\/gl. Blankley et al., Auditing: A journal of Prace & Theory 2/2014 S. 27.

105vgl. Lennox/Li, Journal of Accounting and Economity2014 S. 59.
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zwischen Restatements bei testierter und nichietest Berichterstattung unterschieden

wird1%,

Eine Vielzahl von Studien legt sein Augenmerk amf erhdhte Prifungsqualitat der Big 4-
bzw. Big 5-Wirtschaftspriifé?” und das Verhaltnis zu Restatements. Grundséatxict
angenommen, dass die Wahrscheinlichkeit fiir eineRasent verringert wird® Jedoch findet
Francis et al. (2013) Hinweise darauf, dass diefuAgsqualitat von Nicht-Big 4-
Wirtschaftsprifern und Big 4-Wirtschaftsprufernhtisignifikant unterschiedlich ist, wenn die
groRten Big 4-Niederlassungé@hnicht beriicksichtigt werden. Dies konnte andeutess der
bisher festgestellte Qualitatsunterschied bei deidfuRg durch die grol3ten Big 4-
Niederlassungen getrieben witd Die Befiirchtungen, dass ein aufgrund der donmenigen
Big 4-Wirtschaftsprufungsgesellschaften konzengierPriufermarkt die Prufungsqualitat
beeintrachtigt, kann von Newton et al. (2013) nibbstatigt werden. Sie stellen eher eine
Zunahme von Restatements bei hoherer Wirtschaftspuinkurrenz festl. Fur bessere
Prifungsqualitat der Big 4-Prifer steht eine kigzeiark period* zwischen Fehlerfeststellung

und der Bekanntgabe der Gewinnanderung mittels éd@statements.

Auswirkungen im Abschlussprifer-Mandanten Verhéltsind ebenfalls festzustellen. So
fiihren Restatements zu signifikant hoheren Prifumgsrareh', begriindet mit dem
gestiegenen Prufungsrisiko respektive einer vererietd Glaubwirdigkeit. Eine Moglichkeit
des Ausgleichs besteht im Austausch des GFOBie Zunahme des wahrgenommenen
Prifungsrisikos durch ein Restatement fuhrt auchr etu Mandatsniederlegungen. Die
Wabhrscheinlichkeit dafiir steigt bei ausgepragtdndéfa''®, besonders bei ,fraud®, bei einer
starken Corporate Governaftewenn ein Verlust aufgedeckt wird oder die Veriffiehung

106 \/gl. Lobo/Zhao, The Accounting Review 4/2013 S833386.

107 Zusétzlich Arthur Andersen.

108\/gl. z.B. Kryzanowski/Zhang, Journal of Corpor&faance 21/2013 S. 104; . Chi/Sun Journal of Actiagn
and Finance 2/2014 S. 28-29; Files et al., Accogrnitiorizons 1/2014 S. 93.

10930 oder mehr Mandanten mit einer RegistrierungleeiSEC.

110vgl. Francis et al., Contemporary Accounting Resle&/2013 S. 1626.

111vgl. Newton et al., Auditing: A Journal of Practi& Theory 3/2013 S. 31-34.

12y/gl. Schmidt/Wilkins, Auditing: Journal of Practi& Theory 1/2013 S. 221-244.

113 ygl. Whisenant et al., Journal of Accounting Reska4/2003 S. 737; Choi et al., Auditing: A Jourdl
Practice & Theory 02/2010 S. 125.

4 vgl. Feldmann et al., Auditing: A Journal of Piiaet& Theory 1/2009 S. 219.

115vgl. Mande/Son, Auditing: A Journal of PracticeT&eory 2/2013 S. 119; Thompson/McCoy, Journal afdle
Ethical and Regulatory Issues 2/2008 S. 45.

116 Bezeichnet im Text absichtliche Fehler, die Stndiehen dies meist bei der Ausgabe eines SEC Aagun
and Auditing Enforcement Release (AAER) oder beitddmrehmensangaben bzw. Pressemitteilungen mit
entsprechenden Angaben/Hinweisen als erflillt an.

117vgl. Mande/Son, Auditing: A Journal of Practicel&eory 2/2013 S. 119.
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in einer Pressemitteilung erfotgt Hennes et al. (2014) kann dies z.T. aber meidiimiNicht-

Big 4-Wirtschaftsprufer bestatigen. Auch werdendrei3en, komplexen Unternehmen der Big
4-Wirtschaftspriifer seltener entlas§€n Zusatzlich drohen Wirtschaftsprifern, die mit
mehreren Restatements in Verbindung gebracht werdesétzliche Priufungsmandat zu
verlieren, die nicht unmittelbar von einem Restattmieetroffen sintf°. Liu et al. (2009)

untersuchen den Zusammenhang zwischen Restatemmahtder folgenden Entlastung des
Abschlusspriifers durch die Anteilseigner (sharefoldoting}?’. Sie zeigen, dass die
Anteilseigner dazu neigen, ihre Entlastung zu \g&sa d.h. der Priifer scheint fur die
Fehldarstellung verantwortlich gemacht Zu werden Gewinnen

Wirtschaftsprifungsgesellschaften, welche neben Bign 4 bestehen (sog. Second Tier
Auditing Firms) neue Mandanten, weisen diese jedotiVergleich zu bereits bestehenden

Mandaten schwerwiegendere Restatement$iauf

2.3.5 Investoren/Eigenkapitalmarkt

Trotz ihrer ausschlie3lich indirekten Einflussmogkeit auf das Unternehmensgeschehen
besitzen Anteilseigner bzw. Investoren dennoch eintussreiche Position. So kdnnen sie die
Kommunikation zur Unternehmensleitung suchen, ilmi¢ der Beteiligung verbundenen
Stimmrechte nutzen oder inre Anteile verauf&riBei der Analyse von Leerverkaufen (short-
sales)?® stellen Desai et al. (2006b) fest, dass bereitgy@iMonate vor dem Restatement
vermehrt auf fallende Kursentwicklungen gesetztdwiDabei sind Gesellschaften mit
ausgepragten Periodenabgrenzungen (accruals) vdretiderkorrektur besonders betroffen.
.Leerverkaufer® scheinen Informationen zu nutzeig duch Uber die Periodenabgrenzung
vermittelt werden, um unzutreffende Rechnungslegamigudecket?®. Auch Griffin (2003)
beobachtet einige Monate vor der Bekanntgabe &pemektur (corrective disclosure) einen

Anstieg der Investorenzahl, die auf fallende Kiggekulieret?” und bestatigt die Befunde.

Sollte der mehrheitliche Eigenkapitalanteil in Feemhand liegen (Family Firms) fallen

Restatements bei taiwanesischen Unternehmen sciegemdere aus. Daneben fallt die

118Vgl. Huang/Scholz, Accounting Horizons 3/2012 54 4457.

119vgl. Hennes et al., The Accounting Review 3/2014@51.

20ygl. Irani et al., Accounting Horizons 4/2015 298

21 Nicht verpflichtend, erfolgt im Rahmen guter Carte Governance.

22 yql. Liu et al., Auditing: A Journal of Practice ®eory 1/2009 S. 237.

123y/gl. Dey/Robin, International Journal of Auditidg/2012 S. 308-309.

24 ygl. Larcker/Tayan, Corporate Governance Matt2@d,1, S. 393.

125 verkauf eines Wertpapiers das man beim Geschaftilss nicht besitzt (Vgl. Gabler Wirtschaftslaxik
abrufbar unterhttp://wirtschaftslexikon.gabler.de/Archiv/3330/teerkauf-v8.html(04.03.2014)).
126\/gl. Desai et al., Review of Accounting Studie26b S. 71-73.

127yqgl. Griffin, Journal of Accounting, Auditing & Riance 4/2003 S. 515.
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Wahrscheinlichkeit fir ein Restatement bei Famiiernehmen hoher aus, sollten die
Stimmrechte und Kapitalanteile des Mehrheitsaktior#u stark auseinanderfallen und die
Integritat des Unternehmens (gemessen anhand derhi@estattung in den Medien) eher

negativ bewertet werdés.

Daneben  beeinflussen  entscheidungsrelevante  Jbhbobdassinformationen  die
Handelsaktivitaten der Kapitalmarktteilnenmer uricken sich so auf den Borsenkurs #ts
Die Publikation eines Restatements l6st meist megya&ktienkursreaktionen aus, begrindet
durch eine Neueinschatzung der zuklnftigen Zahkin@®e. Die Glaubwirdigkeit der
Berichterstattung ist gemindert, da sowohl die dritét des Managements, als auch die der
internen und externen Kontrollen infrage gesteditaert3. Obwonhl einzelne Studien wie etwa
Kinney/McDaniel (1989) keine signifikanten Kursréiaken feststellel¥!, bestatigen die
meisten Untersuchungen diese Sichtweise. Um dieamdgabe der Fehlerkorrektur werden
signifikante  negative  abnormale  Aktienkursrenditerbeobachtéf?, auch  bei
aufeinanderfolgende Restatements eines Unternefhthe@barakteristika der Restatements
wirken sich dabei auf die Marktreaktionen aus. Dalerden ausgepragtere negative,
abnormale Renditen festgestellt, sofern mehre@mBpositionen betroffen sind oder der zuvor
berichtete Gewinn verringert wirttf. Gleiches gilt, wenn Abschlusspositionen korrigier
werden, welche auf eher unkomplizierten Abschateangasieren. Investoren verlassen sich
hier starker auf die Korrektheit der Angab®nJedoch ist es unerheblich, ob es sich dabei um
,value Stocks" (unterbewertet im Vergleich zu funtentalen Unternehmenswerten) oder
,Glamour Stocks" (iiberbewertet im Vergleich zu Famentalwerten) handé&lf. Bei einer
Zunahme des zuvor publizierten Gewinns beobachtalerC et al. (2006) meist keine
signifikant abnormalen Aktienkursrendifdh Bei sogenannten ,Core-Restatemétits

128 /gl. Sue et al., Journal of Business Finance &dArtting 9410/2013 S. 1070.

129 v/gl. Ruhnke/Simons, Rechnungslegung nach IFRSH®B, 2012, S. 102.

130V/gl. Callen et al., The Journal of Investing 3/808 57; Gleason et al., The Accounting Review Q&8. 85.
B Kinney/McDaniel, Journal of Accounting and Economi/1989 S. 77, 87.

132 vgl. z.B. Dechow et al.,, Contemporary AccountingsRarch 1/1996 S. 11; Palmrose et al., Journal of
Accounting and Economics 1/2004 S. 60; Akhigbd.e®gplied Financial Economics 5/2005 S. 333; Raritet
al., Southwest Business & Economics Journal 1/20M% S. 53; Burns/Kedia, Journal of Financial Ecoits
1/2006 S. 64; Xu et al., Journal of Business Fira®éccounting 5&6/2006 S. 701; Carcello et al. nfonmporary
Accounting Research 2/2011 S. 413; Nguyen/PurijéRewf Quantitative Finance and Accounting 2/2012Hl.

133 Files et al., Accounting Horizons 1/2014 S. 93.

B34 ygl. Palmrose et al., Journal of Accounting anaffomics 1/2004 S. 74; Barniv/Cao, Journal of Acdimgn
and Public Policy 4/2009 S. 337.

15 vgl. Salavei, Applied Financial Economics 11/2@®.0880, 888.

136 Xu et al. Academy of Accounting and Financial $sdlournal 3/2010 S. 55-56.

B37vql. Callen et al., The Journal of Investing 3/808. 57.

138 Beinhalten Umsatzerlose, Herstellungskosten uotketale operative Aufwendungen (Vgl. Palmrose et al.
Journal of Accounting and Economics 1/2004 S. 65).
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werden ausgepragtere Aktienkursreaktionen beob@thtBer Kapitalmarkt beriicksichtigt
auch, ob die Falschdarstellung auf bewussten Ulpanigen des Bilanzerstellers beruht. Ist die
Fehlerkorrektur auf absichtliche Fehler bzw. frawmirickzufiihren, zeigen sich deutlich
starkere Kursreaktioné!!. Jedoch stellen Bardos et al. (2013) fest, dassGeoRteil der
negativen Kapitalmarktreaktionen durch Prozessisikerursacht werdé&H. Somit fallen die
negativen Kapitalmarktreaktionen fir Unternehmerelctve einen Prozess aufgrund der
Fehlinformation furchten missen, deutlich starkemsd Beriicksichtigt man nur
unbeabsichtigte, ,einfache” Fehler, erzeugen rdmusstarke Unternehmen geringere
negative Marktreaktionen als reputationsarme. Ihwietheine starkere Fahigkeit zugesprochen
diese Probleme zu I6s€A Handlungen des Managements beeinflussen eberdadls
Kursreaktionen, z.B. die Form der Pressemitteiludg das Restatement beinhaltet. Je
prominenter die Information Ubermittelt wird, destetdrker sind die negativen
Marktreaktionef*®.  Zeitlich vor einem Restatement freiwillig verdifichte
Unternehmensinformationen verringern i.d.R. dieatiegn Aktienkursreaktionen. Sind diese
jedoch Ubermal3ig optimistisch, verstarken sie di€ssteres wird mit der Bemihung um
Verringerung von Informationsasymmetrien und defgelauten Vertrauensverhaltnis zu den
Investoren begrindet. Bei Zweitem ist das Restatémi@ noch Uberraschenderes negatives
Ereignis®. Die Marktreaktionen werden auch durch perséniidm Management zuvor
getatigte eigene Anteilskaufe bzw. -verkaufe odeclkl Aktienrickkéaufe bzw. Neuemissionen
des Unternehmens beeinflusst (informed trading)rd@te Anteile erworben, verringern sich
die negativen Marktreaktionen von bewussten Fehlieregularities), Anteilsverkaufe bzw.
Neuemissionen verstarken sie dagegen. Diese Hagetlumerden von Investoren offenbar als
glaubwiirdiges Signal wahrgenommen, welches die tsaktionen beeinflus$f. Eine
Fehler-ldentifikation durch den Abschlussprufer oda zeitgleicher Austausch des CEOs

verursachen ausgepragtere negative Kursreaktithen

139 vgl. Palmrose et al., Journal of Accounting anariamics 1/2004 S. 71; Akhigbe et al., Applied Ficiah
Economics 5/2005 S. 327.

140ygl. Palmrose et al., Journal of Accounting andimics 1/2004 S. 71; Hennes et al., The AccourRiegjew
6/2008, S. 1487; Barniv/Cao, Journal of Accountimgl Public Policy 4/2009 S. 337; Cao et al. Contanany
Accounting Research 3/2012 S. 957;

41vgl. Bardos et al., The Journal of Financial Resed/2013 S. 19.

142 vqgl. Bardos/Mishra, Applied Financial Economicg014 S. 51.

143 Cao et la., Contemporary Accounting Research 2201957.

4 vqgl. Files et al., The Accounting Review 5/20091895; Gordon et al., Review of Quantitative Fireand
Accounting 1/2013 S. 96.

5 Vgl. Gordon et al., Review of Quantitative Finareel Accounting 1/2013 S. 77.

146 \/gl. Badertscher et al., The Accounting Review03/2 S. 1526, 1540-1542.

147 vgl. Palmrose et al., Journal of Accounting andmics 1/2004 S. 71; Owers et al., InternationaiBess
& Economics Research Journal 5/2002 S. 77-78.
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2.3.6 Glaubiger/Fremdkapitalmarkt

Da Fremdkapitalgeber darauf angewiesen sind, dasgoth ihnen zur Verfigung gestellten
Mittel (verzinst) zuriickgezahlt werden, findet audarch sie eine Uberwachung des
kreditnehmenden Unternehmens $féttAllgemein lasst sich feststellen, dass Restatémen
Unternehmen einen hoheren Verschuldungsgrad awdwelitber eine aggressive Bilanzierung
sollen die Kosten einer problematischen Finanzlggenindert werdef®. Restatements
beeinflussen zudem die Fremdkapitalaufnahme. Niaehn Eehlerkorrektur ist eine erkennbare
Zunahme des Risikoaufschlags zu beobachten, besond&@usammenhang mit ,fraud”. Die
Kreditfristigkeit fallt kirzer aus und die Fordegunach Kreditsicherheiten und vertraglichen
Nebenabreden (debt covenants) steigt. Die demnatheinem Restatement verbundene
Risikozunahme und Informationsbeeintrachtigung ieden striktere Kreditkondition&t.
Dies wird auch auf Kommunalebene bei kommunalemiiapitalaufnahme (municipal debt)
beobachtéf®. In einer weiteren Studie werden auf dem Sekundékiiiir Kreditfinanzierung
(secondary loan market) signifikante negative, almabe Renditen aufgrund von Restatements
festgestellt. Diese fallen starker aus, sofern BRastatement durch die SEC oder den
Abschlussprifer initiiert wird oder die ErfassungnvUmsatzerlosen betroffen ist. Dies wird
u.a. mit einer erhéhten wahrgenommenen Kreditausfarscheinlichkeit begrindét. Fur
143 Anleihen beobachtet Cornil (2009) einen Anstagr Fremdkapitalkosten von im
Durchschnitt 6,2 % um die FehlerveroffentlichungneEfehlende exakte Quantifizierung der
Gewinnanpassung wird besonders sanktioftferGenerell erschwert ein Restatement die
Kreditaufnahme. Jedoch ist auch festzustellen, olas&itraum nach einem Restatement im
Vergleich zur Eigenkapitalfinanzierung eher Frenpite nachgefragt wird. Eigenkapitalgeber
scheinen im Vergleich zu Fremdkapitalgeber stadkech eine Fehlerkorrektur abgehalten zu

werder>*,
2.3.7 Finanzberichterstattung

Die Finanzberichterstattung bildet den Kern diddeitrags und stellt ein bedeutendes Element

der Corporate Governance dar. Mangelnde Transparderz Glaubwuirdigkeit eben dieser

18 Vqgl. Gray, Finance & Development 1997 S. 29.

149 vgl. Burns/Kedia, Journal of Financial Economi¢2006 S. 47; anders: DeFond/Jiambalvo, The Accognti
Review 3/1991 S. 651.

1S0vgl. Graham et al., Journal of Financial Econondit2008 S. 44-45.

%1ygl. Baber et al., Journal of Accounting and Ecmis 2-3/2013 S. 212.

152vgl. Park/Wu, Journal of Business Finance & Acdnm9&10/2009 S. 1131, 1145.

153 vgl. Cornil, Review of Business and Economics 2. 148.

154 vgl. Chen et al., Contemporary Accounting Rese&/2013 S. 752.
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beeintrachtigt z.B. die Uberwachung des Managentkntsh die Anteilseigné?®. Ein oftmals
genannter Grund fir fehlerhafte Bilanzierung iss dehe Niveau an Komplexitat der
Rechnungslegung, besonders im internationalen @&eréi Bezogen auf die
Standardkomplexitat gab MicroStrategy, ein US-Safeanbieter dessen Aktienwert am Tag
der Bekanntgabe des Restatements um iiber 60 %aeitiy an, dass die Probleme dieser
Komplexitat geschuldet seitfl Plumlee/Yohn (2010) zeigen jedoch, dass Restatsmneeist
auf interne Unternehmensfehler zurtckzufihren gfid %) und erst an zweiter Stelle
Standardmerkmale verantwortlich gemacht werden &in(87 %). Meist werden hier
Unklarheiten des Standards (58 %) und Ermessemsapiee bei der Anwendung (37 %) als
Ursache genannt. Folglich sollte eine Verbessedsarginternen Kontrollen die Anzahl der
Restatements mindeéffl. Peterson (2012) betrachtet in diesem Zusammentiargrfassung
von Umsatzerldsen und beobachtet, dass je kompl@¥ert- und Methodenanzahl) diese
ausfallt, desto eher sind diesen Bereich betrefeRdstatements die Folge. Jedoch fallen

weitere Konsequenzen (z.B. Eigenkapitalreaktiopeimgzipiell geringer au$™.

Zudem konnten Restatements Verzogerungen bei \éetithungen von weiteren
Unternehmensinformationen (z.B. earnings announo&sheverursachen und es sei daher
sinnvoll, bei weniger relevanten Fehlern eine riickende Korrektur auszulasséf Zeitlich
ausgepragte Verzogerungen von Veroffentlichungdlenfajedoch eher selten und meist
aufgrund von ,fraud“-Untersuchungen an. Korrektuneehrerer Geschéftsjahre oder multiple
Sachverhalte umfassende Fehler sowie Restateménesner ausgepragten Anpassung der
vergangenen Ergebnisse, erhthen jedoch den ZeityerAber gerade geringfligige
Restatements verursachen den kleinsten zeitlicheskd®and und es kommt kaum zu einer
Verbesserung der Aktualitat der Finanzd&térHirschey et al. (2015) zeigen jedoch, dass
gerade Unternehmen, welche nach der Fehlerentgehigig diesen mittels Restatements
bekannt geben eine groRere Glaubwiirdigkeit in dmicBterstattung aufweisttt. Wilson

55 vql. Larcker/Tayan, Corporate Governance Matt2@d,1, S. 28.

156 Komplexitat der Standards und der abzubildendem&ahalte.

157vgl. Erchinger/Melcher, KoR 11/2008 S. 686.

158Vgl. US-General Accounting Office, Financial Statnt Restatements — Trends, Market Impacts, Reagylat
Responses, and Remaining Challenges (GAO-03-138) 30166.

159 vgl. Moriarty/Livingston, Financial Executive 5/20 S. 54.

160vgl. Plumlee/Yohn, Accounting Horizons 1/2010 8, 87; siehe auch Kap. 3.3.

161 vgl. Peterson, Review of Accounting Studies 1/28172-74.

162 7u den Uberlegungen, welche Fehler nicht durchRestatement korrigiert werden sollten, siehe: Aoy
Committee on Improvements to Financial ReportingaFReport of the Advisory Committee on Improveitsen
to Financial Reporting to the United States Seimsritnd Exchange Commission 2008 S. 76-88.

163 \/gl. Badertscher/Burks, Accounting Horizons 4/2@®.1609, 620.

164 v/gl. Hirschey et al., Journal of Business Finag&c&ccounting 7&8/2015 S. 826.
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(2008) beobachtet mittels einer Analyse des Inftionagehalts des Unternehmensergebnisses
(earnings response coefficient) einen entsprectmemieckgang der Glaubwirdigkeit von
Bilanzdaten nach der Fehlerkorrektur, jedoch nutlide begrenzt. Bei besonders kurzen
Zeitraumen zwischen der Entdeckung und Bekanntgkase Fehlers ist die Abnahme der
Glaubwiirdigkeit auch eher gerifg Investoren schatzen die Ergebnisse direkt nach de
Restatement als weniger verlasslich ein, dies ahar voriibergehertf, zumal das
Management nach dem Restatement durch eine beQsmigat der Periodenabgrenzung
(accruals quality) und weniger reale Bilanzpolitdine hohere Glaubwurdigkeit der
Berichterstattung signalisié?f. Sollte das Unternehmen bereits eine hohe allgenei
Reputation besitzen (gemessen anhand der Emtieine’s Most Admired Companj)est die
Wahrscheinlichkeit fur ein Restatement geringer sanhit weisen diese Unternehmen auch

eine hohere Glaubwiirdigkeit bei der Berichterstagtauf®8

Restatements werden zusatzlich als aussagekraftigdwator fur buchméaRige Bilanzpolitik
betrachtet, da Falschdarstellungen z.T. auf dieussig Beeinflussung der Bilanzierung im
Sinne des Managements zuriickzufiihren 8tdnd gegeniiber anderen Surrogaten (z.B.
abnormal accruals) den Vorteil haben, ein direResultat von Manipulation darzusteftéh
Dabei ist zu beachten, dass bei RestatementsgdiketeSpielraume verlassen wurden, dies bei
bilanzpolitischen MaRnahmen aber nicht unbedinfilgt’:. Ettredge et al. (2010) finden
anhand ungewohnlich hohem Working Capital Hinweidass vor der Veréffentlichung
fehlerhafter Abschlisse Bilanzpolitik betrieben dviDies wird sowohl mit als auch ohne
ofraud“ beobachtet. Bei Letzterem auf geringerenvddu. Fehlt die erforderliche positive
Unternehmensentwicklung, um die geschénten Unteneekzahlen zu bestatigen, bleibt meist
nur der VerstoR gegen das Regelw&kAuch Callen et al. (2008) nutzen Restatements um
Jahresabschlusspolitik bzw. -manipulation zu amalga. Dabei beobachten sie, dass umso
ausgepragter vergangene und zukinftige erwartetdusfe bzw. negative operative

Zahlungsstrome des Unternehmens sind, desto héhelie Wahrscheinlichkeiten fur eine

165 V/gl. Hirschey et al., Journal of Business Finagc&ccounting 7&8/2015 S. 827.

166 \/gl. Wilson, The Accounting Review 2/2008 S. 519.

167 vgl. Wiedmann/Hendricks, Journal of Business Fae& Accounting 9&10/2013 S. 1095.

168 \/gl. Cao et al., Contemporary Accounting Rese&/@912 S. 956-957.

169 vgl. Ettredge et al., Journal of Business Finafdsccounting 3&4/2010 S. 333.

170 vgl. Marquardt/Wiedman, Contemporary Accountings®arch 2/2004 S. 465-467; Callen et al., Auditihg:
Journal of Practice &Theory 2/2008 S. 2.

71 Lewis, Risk Modeling at the SEC: The Accountingiaf}y Model, Financial Executives International
Committee on Finance and Information Technology 201 abrufbar unter:
https://www.sec.gov/News/Speech/Detail/

Speech/1365171491988#.UocUDYRCFdek (28.11.2013).

172 /gl. Ettredge et al., Journal of Business Fina&d&ccounting 3&4/2010 S. 332, 351.
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Manipulation der Umsatzerlo5€ Lee et al. (2006) bestimmen mit Hilfe von Restaats
Malf3e fir Bilanzpolitik und die Ergebnisqualitat wstdllen einen positiven Zusammenhang zur
Unternehmensperformance fest. Damit bestatigenzaiweor getatigte modelltheoretische
Uberlegungen, dass der Aktienmarkt auf Gewinnmaddarbei Unternehmen mit einer guten
Performance deutlicher reagiert und das Managenemgr den Anreiz hat, das Ergebnis zu
hoch auszuweisen. Der relative Anteil des manipigireErgebnisses am gesamten Ergebnis
ware aber geringer. Eine hohere Ergebnisqualitét ekaher erwartét*. Auch wird beobachtet,
dass Bilanzpolitik genutzt wird, um Diskontinuitdtem Ausweis von Gewinnen (z.B.
Vermeidung geringer Verluste) zu erzeugen. Diestfiann zu Restatmenf& Carol/Kent
(2012) vermuten dagegen, dass gerade durch didraglthe Fehlerkorrektur Bilanzpolitik
ermoglicht wird, da Aufwand in vergangene Periodenschoben werden kann. Einzelne
Anreizfaktoren fir Abschlusspolitik, wie der Anteler Managementvergitung in Form von
Bargeld-Bonuszahlungen oder eine schlechte Unteraebperformance erhdéhen den
korrigierten Betrag des Gewinns je Aktie signifikamd bestatigen so die Uberlegung. Fir
weitere Anreizfaktoren besteht dieser Zusammenfedwgch nicht’®,

2.4Zusammenfassung und Fazit

Das Verlangen nach qualitativ hochwertiger Finanzhé&erstattung ist wahrscheinlich schon
so alt, wie die Rechnungslegung selbst. Dennochnigier heutigen Zeit der Ruf nach

Verbesserungsmalinahmen nicht leiser geworden.dostere im internationalen Bereich ist
das Streben nach hoher Qualitdt ungebrochen, aifghuad seiner wachsenden Bedeutung
und der steigenden Beteiligtenzahl. Hierfir mochéser Artikel einen Beitrag leisten.

Der vorliegende Aufsatz resumiert wesentliche RHuusgsbefunde zur Verknipfung von
Rechnungslegungsqualitdt und Corporate Governanteinternationalen Kontext. Eine

Zusammenfassung Uber vorgestellte bedeutende Rieslidfert die nachfolgende Tabelle 2.1.
Dabei bestatigen sich empirisch die in den meisséndien angestellten Uberlegungen
zwischen den betrachteten Elementen der Corporateer@ance und der Qualitat der
Finanzberichterstattung, gemessen anhand von Besats. Diese Ergebnisse sollten bspw.
Regulatoren bei entsprechenden regulatorischenriieérg oder auch Investoren bei ihren

Anlageentscheidungen bedenken. Zusatzlich wird auw@s Sanktionspotenzial von

173yqgl. Callen et al., Auditing: A Journal of Praci&Theory 2/2008 S. 1-2, 5.

174 vql. Lee et al., Review of Accounting Studies 2&306 S. 306-307, 317, 326.

175Vgl. Donelson et al., Contemporary Accounting Resk 1/2013 S. 242-243.

176\/gl. Carol/Kent, Incentives for Prior Period Er@orrections under IAS 8, AFAANZ Conference 2018.0.
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retrospektiven  Fehlerkorrekturen  deutlich, betracht man  z.B.  ausgel6ste
Kapitalmarktreaktionen. Besonders die Unternehnegtuslg, aber auch der Abschlussprufer
sollte sich den mdglichen Konsequenzen bewusst skér waren entsprechende Anreize,
Fehler von vornherein zu vermeiden oder der Negattung entgegenzuwirken.

Regulierungsprojekte sollten auch dies bericksjehnti

Allgemein festigen die empirischen Resultate diengsatzlich vorherrschende Ansicht, dass
eine ,gute” Corporate Governance die Qualitat deafzberichterstattung steigert. Defizite in
diesem Bereich fuhren aber auch prinzipiell zu efwmahme von Falschdarstellungen in der
Rechnungslegung. Jedoch bleibt abzuwarten, inwtediei gefiihrten Diskussionen und
vorgestellten Forschungsbefunde zu Verbesserunge@arporate Governance und damit zu

einer qualitativ hoherwertigen Rechnungslegungdiihr
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Tabelle 21 Ergebnisse der Studien je Corporate Governancadfle

Corporate Governance
Element Ergebnis der Studie(n) Autor(en)/Jahr

Board of Directors/ Ein Audit Committee verringert die Wahrscheinlichik ,
Audit Committee fur ein Restatement. ‘DeFondiJiambalvo (1991)

Abbott et al. (2004)
Ergebnisse zur Unabhéangigkeit der Gremienmitgliedgrawal/Chadha (2005)

liefern abweichende Resultate. Lin et al. (2006)
Wang et al. (2013)

Finanzwirtschaftliche Fachkenntnisse eines

» unabhangigen  Gremienmitglieds reduzieren  digrawal/Chadha (2005)
Restatement- Wabhrscheinlichkeit.

> Restatements flhren bei Nicht-geschéaftsfuhren@gimivasan (2005)
Mitgliedern zu einem Gremienausschluss. Arthaud-Day et al. (2006)

> Aktienoptionen des  Audit Committee forderchhambeauIt et al. (2008)
Restatements.
Diskrepanzen zwischen Anteilsbesitz und

» Verfiigungsgewalt des Mehrheitsaktiondrs bedingésung et al. (2008)
Restatements.
Hoéhere Unabhangigkeit der Mitglieder des Board$letr S

> die Wahrscheinlichkeit fur freiwillige Restatements q\/larcmkaltyte etal. (2009)
Direktorenauswahl des CEO mindert die positiver gt

> der Unabhéangigkeit und Fachkenntnisse. Carcello etal. (2011)
Weibliche Board-Mitglieder verringern die Restateme

> Wahrscheinlichkeit. Abbott et al. (2012)

> Expertenwissen im Bereich der Rechnungsleglg'lcchmidtlv\/”kinS (2013)

verursacht termingerechtere Restatement-Bekanntgabe

Die Beibehaltung eines Mitglieds im Audit Committee
» nach einem Restatement hangt von der Einflussnalese&arver (2014)

CEO ab.
Top Management Ist der CEO Grindungsmitglied erhoht dies dje
> Wabhrscheinlichkeit fur ein Restatement. grawal/Chadha (2005)
> Die Resultate zum Einfluss eines Vorsitzes des @oakgrawal/Chadha (2005)
durch den CEO sind uneindeutig. Efendi et al. (2007)
> Fachwissen des CFOs verringert die Restatem%\é-r et al. (2005)

Wahrscheinlichkeit.

ArthaudDay et al. (2006)
Restatements filhren bei Mitgliedern des TDpsai et al. (2006a)
» Managements zu Disziplinierungen Uber de€ollins et al. (2008)

Arbeitsmarkt. Collins et al. (2009)
Zhang et al. (2013)

Eine Vergutung des CEOs in Form von Aktienoption%ulms(KedIa (2006)

> kann Restatements beglinstigen endi et al{2007)

' Armstrong et al. (2013)

Die Wiedereinstellungsrate fiir Mitglieder des Top

> Managements sinkt nach einem Restatement Dedai et al. (2006a)
nachfolgende Beschéaftigungen fallen geringerwerti@mllins et al. (2009)
aus.

> Egscgztements verringern die Aktienoptionsvergitiesg Cheng/Farber (2008)

Fortsetzung auf der nachsten Seite
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Tabelle 2.1 (Fortsetzung)

Fehlereigenschaften (z.B.  Schwere), bestehe@déins et al. (2008)
Griundungsmitgliedschaft und nachfolgendiennes et al. (2008)
Sammelklagen beeinflussen dleeone/Liu (2010)
Ausscheidewahrscheinlichkeit des CEO/CFO. Wang/Chou (2011)
Eine hohere Mitgliederzahl im Board halt d
Vergiltungsniveau nach einem Restatement moderat.
Die Genauigkeit von Gewinnprognosen nach ein&tiredge et al. (2013)
Restatement nimmt ab. Gordon et al. (2014)
Pressemitteilung nach einem Restatement geberségﬁ
reputationsbildende MaRnahmen bekannt.

Ein Austausch des CEO/CFO nach einem Restatement
verringert die Wabhrscheinlichkeit fir ein erneut€hi/Sun (2014)
Restatement.

Auslastende  Unternehmensereignisse begUnstQ?ens etal. (2014)
Uberlappende Restatements. '

Nach einem schwerwiegenden Restatement werden eher
CEOs mit Fuhrungs- und Sanierungserfahrung sowie @omulya/Boeker (2014)
elitarem Bildungshintergrund eingestellt.

Wesentlichere Fehler werden transparenter Pubilizier Plumlee/Yohn (2015)

%ang et al. (2013)

[akravarthy et al. (2014)

Interne Unternehmens-
kontrollen

Doyle et al. (2007)
Schwachen der internen  UnternehmenskontroN®eisenfeld et al. (2012)
bedingen Restatements. Wang/Huang (2014)

Srinivasan et al. (2015)

Je geringer die Qualitat des internen Kontrollaystest

desto schwerwiegender fallen die Fehler aus. Wang (2013)

Verbesserungen des internen Kontrollsystems naehmei

Restatement und Unternehmensleistungen  GhiSun (2014)
Arbeitnehmer (z.B. Altersvorsorge) verringert d@uo et al. (2016)
Wahrscheinlichkeit fir ein erneutes Restatement.

Abschlusspriifer

Raghunandan et al. (2003)
Kinney et al.(2004)
Die Befunde im Zusammenhang mAigrawal/Chadha (2005)
Abhangigkeitsbedenken und Prufungsqualitéat aufgr@tdnley/DeZoort (2007)
von Gebuhrenzahlungen divergieren. Bloomfield/Shackman (2008’
Liu et al. (2009)
Blankley et al. (2012)

Whisenant et al. (2003)
Choi et al. (2010)

Steuerbezogene Dienstleistungen reduzieren Klimney et al. (2004)
Restatement-Wahrscheinlichkeit. Seetharaman et al. (2011)

Langere Mandate verringern die Wahrscheinlichkiit
Restatements.

Restatements fihren zu héheren Prifungshonoraren.

gtanley/DeZoort (2007)

Stanley/DeZoort (2007)
loomfield/Shackman (2008’
omanus et al. (2008)

Chin/Chi (2009)

Thompson/McCoy (2008)
Restatements verursachen eher eine. a/Scholz (2012)
Mandatsniederlegung, auch bei nicht von d 9

Restatement betroffenen Unternehmen. ‘Ia\/rl]g\r!de/Son (2013)
Irani et al. (2015)

Branchenspezialisierungen unterbinden Restatemest
sei denn man wechselt von einem nicht spezialesie
Prufer zu einem spezialisierten.

Fortsetzung auf der nachsten Seite
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Tabelle 2.1 (Fortsetzung)

Restatements reduzieren Entlastungen
Abschlussprifers durch die Anteilseigner.

Das Verhéltnis zwischen dem Zeitraum "Entdeckung

» eines Fehlers bis Korrektur" und der Mandatslasgeur Shin et al. (2011)
positiv vor Einfihrung von SOX.

fPet al. (2009)

Neu Mandanten der "Second Tier"
Wirtschaftsprifungsgesellschaften  weisen gegen[E)gr
bestehenden Mandaten schwerwiegendere Restatement
auf.

SRobin (2012)

Prufungsqualitat zwischen Big 4-Wirtschaftsprufemnd
Nicht-Big 4-Wirtschaftsprifern ist bej
Nichtbertcksichtigung der grofisten Big
Niederlassungen nicht verschieden.

Hoherer Arbeitsaufwand des Abschlussprufers fltiteiu
bestimmten Umstédnden zu weniger Restatements.
Ein konzentrierter Priifermarkt (Vorherrschaft dég B)
schrankt die Prufqualitat nicht ein.

Big 4-Priufer verringern die Zeitperiode zwischen

» Fehlerfeststellung und Bekanntgabe dechmidt/Wilkins (2013)
Gewinnkorrektur.

Mehr Konkurrenz auf dem Prifermarkt erhoht

> Wahrscheinlichkeit fiir ein Restatement. dé%hm|dt/W|Ik|ns (2013)

rancis et al. (2013)

Lobo/Zhao (2013)

Newton et al. (2013)

Lange Zeitperioden zwischen Geschéftsjahresende und
» Prifbericht erhéhen die Wahrscheinlichkeit fir e®fankley et al. (2014)
Restatement.

Das Mandat einer Big 4-Wirtschaftsprifungsgesediic
» verringert nach einem Restatement
Wahrscheinlichkeit flr ein erneutes Restatement.

Grol3e, komplexe Unternehmen entlassen ihren Biq_|

hi/Sun (2014)
fles et al. (2014)

&hnes et al, (2014)

> Wirtschaftsprifer seltener nach einem Restatement.
Juristisches Vorgehen gegen die
» Wirtschaftsprifungsgesellschaft erhéht diennox/Li (2014)
Rechnungslegungsqualitat nachfolgender Mandate.
Investoren/
. . Dechow et al. (1996)
Eigenkapitalmarkt Palmrose et al. (2004)
Akhigbe et al. (2005)
Restatements fuhren zZu negativ Robbani et al. (2005/2006)
> Aktienmarktreaktionen Blims/Kedia (2006)
‘ Xu et al. (2006)
Carcello et al. (2011)
Files et al. (2014)
Nguyen/Puri (2014)
Sind mehrere Bilanzpositionen betroffen, wird der
Gewinn nachtraglich verringert oder basieren evers et al. (2002)
> korrigierten Positionen auf unkomplizierte Schagem Palmrose et al. (2004)

werden starkere negative Marktreaktionen beobact&atniv/Cao (2009)
Dasselbe gilt bei einer Fehleraufdeckung durch @&mdavei (2010)
Abschlussprufer und bei zeitgleichem CEO-Austausch.

Fortsetzung auf der nachsten Seite
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Tabelle 2.1 (Fortsetzung)

>

Leerverkaufe sind bereits einige Monate vor dé&riffin (2003)
Restatement festzustellen. Desai et al. (2006b)

Palmrose et al. (2004)
5higbe et al(2005)
ennes et al. (2008)
Barniv/Cao (2009)
Cao et al. (2012)

Eine riuckwirkende Erhdhung des Gewinns durch ein
Restatement verursacht meist keine signifikant@allen et al. (2006)
Marktreaktionen.

Je prominenter das Restatement publiziert wirdtoddsles et al. (2009)
starker fallen die Reaktionen aus. Gordon et al. (2013)

"Value Stocks" und "Glamour Stocks" verursachermdxei(u etal. (2010)
unterschiedlichen Marktreaktionen. '

Aktienkdufe vor dem Restatement verringern die

negativen Reaktionen, Anteilsverkdufe/Neuemissiomadertscher et al. (2011)
verstarken sie.

Bei einfachen Fehlern sind bei reputationsstarken

Unternehmen geringere Marktreaktionen festzustellenii?ao etla. (2012)
Erwartete Pro;essnaken _aufgrun_d von Restgtem%rgPdos etal. (2013)
verursachen starkere negative Kapitalmarktreaktione

Zuvor publizierte Unternehmensinformationen sindén
Lage die Reaktionen abzuschwéchen, es sei dena @esdon et al. (2013)
waren zu optimistisch.

"Core-Restatements” und bewusste Fehler bzw. "‘fra]'q
verursachen starkere Reaktionen.

Familienunternehmen verursachen schwerwiegendere
Restatements und je stéarkere die Kapitalanteile $r&% etal. (2013)
Stimmrechte des Mehrheitsaktionars auseinanderaufe '

desto eher kommt es zu einem Restatement.

Glaubiger/
kapitalmarkt

Fremd-

Resultate zum Verschuldungsgrad von RestatemBet-ond/Jiambalvo (1991)

Unternehmen sind uneindeutig. Burns/Kedia (2006)
Restatements verscharfen die Kreditbedingungenh @aham et al. (2008)
bei kommunaler Fremdkapitalaufnahme. Baber et al. (2013)
Restatements fuhren zZu negatlv?ﬂ)m” (2009)

Anleihenkursreaktionen.
Restatements verursachen negative Renditen auf Igg
Sekundarmarkt fur Kreditfinanzierung.

Fremdkapital wird nach einem Restatement im Vecgl
zu Eigenkapital eher nachgefragt.

Rwu (2009)

€hen et al. (2013)

Finanzbericht-
erstattung

Gute Unternehmensperformance erhdht den korngpe[tge et al. (2006)
Betrag.

Vergangene und zukinftig erwartete Verluste bzw.

negative Zahlungsstréme filhren zu Restatements QGidlen et al. (2008)
Umsatzerltse.

Restatements verursachen nur voribergehend eine
Beeintrachtigung der Glaubwirdigkeit von Bilanzaat&Vilson (2008)
besonders  bei  kurzen = Zeitrdumen  zwischdinschey et al. (2015)
Fehlerentdeckung und Bekanntgabe.

Vor einem Restatement wird ausgepragte Bilanzgol

iti
betrieben. Ettredge et al. (2010)

Fortsetzung auf der nachsten Seite
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Tabelle 2.1 (Fortsetzung)

Die Komplexitat der Rechnungslegung wird nicht
Hauptursache fiir Restatements festgestellt.

Restatements verursachen prinzipiell nur geringéctee
Verzbgerungen in der weitereBadertscher/Burks (2011)
Unternehmensberichterstattung.

Unternehmen mit einer hohen Glaubwirdigkeit in
Berichterstattung geben einen Fehler schneller ek
verursachen aber weniger Restatements.

Die nachtragliche Aufwandsberiicksichtigung durch
Restatement wird bilanzpolitisch genutzt.
Eine Zunahme der Komplexitat fordert
Restatements.

Bilanzpolitik wird genutzt um Diskontinuitéten
Gewinnausweis zu erzeugen.

Nach einem Restatement nimmt das Niveau W
Bilanzpolitik ab.

%?umlee/Yohn (2010)

(&r\o et al. (2012)
a\-lirschey et al. (2015)

Tarolikent (2012)
dennoE’heterson (2012)
""onelson et al. (2013)

{tdmann/Hendricks (2013)
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3 Diversity in Misstatement Disclosures and Stock Pce Effects - Empirical

Evidence from Germany

ABSTRACT: The disclosing of unfavorable information by a fisnmanagement depends on
managerial discretion and reporting regulationsthBdetermine the first type of disclosure.
Investors might be aware of managers’ strategi@weh affecting the disclosure choice, and
therefore the investors’ reaction. Prior reseanth investors’ reaction to misstatement disclosures
on the German stock market has focused entiregnéorcement error findings. This study extends
this research area using different types of misstant disclosures. Hence, it provides findings in
the misstatement literature by investigating dilgris reporting formats to offer new insight into
the complex interactions between disclosure types iaformation processing. The findings
indicate that managers seem to use different tygfedirst disclosures depending on the
characteristics of the reported misstatement. ditiath, using event study methodology, the results
show that an investor’s reaction is influencedhsy tiype of the first disclosure.
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3.1Introduction

The detection and disclosure of accounting misstatds is an important part of financial
reporting. Corresponding accounting standards, (&§.8) and international reporting regulations
(e.g., the enforcement of financial information) prasize the relevance of accounting
misstatements in financial reporting. Since theeesaveral ways for management to disseminate
accounting misstatements to the stock market, neameagt's strategic disclosure choices can be
assumed (Goto, Watanabe, & Xu, 2008). It shouldflygarticular interest for the participants of
the capital market to identify whether a firm’s rmgement detects a misstatement by itself, how
it evaluates this misstatement, and (if it is diseld) which type of first disclosure has been amhose
However, the management’s choice is restricted iffgrdnt reporting regulations. This paper
sheds light on this complex system and the black @b managerial disclosure choices by
answering two research questions: First, this sexmines whether management’s disclosure
choice for adverse information is influenced byrhestatement characteristics (first subquestion).
Second, investors’ reactions to the different typésnisstatement disclosures are investigated
(second subquestion). Therefore, this paper andivess research questions by analyzing a unique

German sample of accounting misstatements betw@@h and 2014.

Thus far, research on stock market reactions towattng misstatements in Germany is currently
restricted to enforcement error findings. The nfeiding of these studies is that the German stock
market penalizes such misstatement disclosuresegative abnormal returns, but to a small
degree (Hecker & Wild, 2012; Hitz, Ernstberger, 8cB, 2012). This study extends this strand of
accounting literature by examinirthe complex interaction between management’'s discd
choice and the information processing in capitalkeis for a variety of misstatement disclosures.
More specifically, this study goes beyond prioregash by analyzing additional types of
misstatement disclosures: enforcement error firgling-hoc announcements, corporate news, and
financial statements. By considering these diffetgpes of misstatement disclosures, the aim of
this study is to uncover managers’ disclosure bieinand investors’ reaction to different types of
misstatement disclosures.

According to the first subquestion, no comparahldies have examined whether the management
disclosure choice for adverse information is inflced by the misstatement characteristics. The

empirical results of this study suggest that thst fiype of disclosure of an accounting misstatemen
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is influenced by the characteristics of the migstegnt, giving insights into the incentives of the
management and their strategic behavior. Furthexmbie results of Fisher's exact tests and
multinomial logistic regressions indicate a relatibip between misstatement characteristics and
the first disclosure type.

Next, this study aimed to answer the subquestionhafther investors’ reaction varies depending
on the different types of misstatement disclosuBased on previous empirical findings on stock
market reactions to misstatement disclosures (darker & Wild, 2012; Hitz et al., 2012), this
study is the first to point out that investors’ cgan significantly depends on the first type of
disclosure. To answer this second subquestionyamt study was performe@he results confirm
previous findings of stock market penalties for statsement disclosures. However, the stock
market reaction is influenced by the type of thistfdisclosure of the misstatement. Specifically,
ad-hoc announcements seem to induce the strorigektrearket penalty compared to other types
of first disclosures. In contrast to previous reskal found no significant negative market

reactions to enforcement error findings first diseld on the electronic Federal Gazette.

Although this paper investigates the German stoaket, the insights gained might be relevant to
other Continental European countries. For examipddy and France are characterized by the
comparably minor role of their equity markets, li&ermany (Busse & Colbe, 1996; Shleifer &
Vishny, 1997). Furthermore, in the recent pastagthorities sought to harmonize the institutional
frameworks across EU-Member States to ensure #hatant information is made public to all
investors in European mark&ts Hence, the procedures for disclosing accountirggtatements

in Germany should be (at least partly) comparabtgher EU-Member States, and the implications

of this paper are therefore also applicable fathier European regulators.

As outlined above, | contribute to the existinged#ture by providing new insight into the

management disclosure choices and by pointinglaitthe stock market reaction is affected by
the specific type of the first disclosure of thesatatement. These empirical findings on the varying
effects of different types of misstatement disctesuhelp to provide an understanding of their

relevance in the corporate disclosure processdtiitian, investors, managers, and academics

177 For example, under the European Market Abusel#tigis (e.g., Directive 2003/6/EC, Directive 200241EC), a
single definition of “inside information” was adegt and it laid down the means for the public disgte of inside in-
formation. Furthermore, the European SecuritiesMatkets Authority (ESMA) is strengthening the harization
of the enforcement of financial information in t&e.
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should be interested in learning that and to whaére the type of the first disclosure is an

important factor about the question how news i€gseed by the capital market.

The remainder of this paper is organized as folidection 2 describes the relevant institutional
background in Germany. Section 3 provides an oeenof the related literature as well as the
theoretical background and derives the hypotheSextion 4 and Section 5 outline the
methodology and describe the sample. Section @pteshe empirical results. Finally, Section 7
concludes.

3.2 Misstatement Disclosures in Germany

In this paper, accounting misstatements are defamdntentional and unintentional reported
misinformation of accounting data in, e.g., ann@iakncial statements, interim financial
statements, and ad-hoc announcements (e.g., BadingeDobler, 2003; Hofmann, 2008). In short,
misstatements are misstated accounting informatwdmch includes restatements, enforcement-
related error announcements, and any other distlaseounting misinformation, implying bad
news. Only IFRS accounting information is takenoirdonsideration. This comprehensive
definition and the distinct German institutionarfrework make it important to search a variety of
sources for disclosed accounting misstatements.

The first major source of disclosed misstatememsd-hoc announcements. The Regulation (EU)
No 596/2014 of the European Parliament and of thenCil of April 16th, 2014 on market abuse
(market abuse regulation — MAR) obliges the managerof a firm which has issued financial
instruments in Article 17 (1) MAR to disclose teetimarket any inside information of the firm.
These ad-hoc disclosure requirements are mandatatyissuers who have requested or received
admission of their financial instruments to tradorga regulated market or a multilateral trading
facility (MTF) in an EU Member State. From Janu8rd, 2018 this obligation is mandatory to
issuers who have received admission of their firmestruments to an organized trading facility
(OTF) as well as emission allowance market pauicip, if the emissions exceed certain
thresholds. Inside information is specified in Al 7 (1) MAR. Consolidated, it comprises of any
information about a firm that has the potentiaintuence the price of the financial instrument of
the firm and it has not been made public.
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Since this study examines the period between 28852814 the German regulations before the

market abuse regulation are explained, as well.

According to (the obsolete) § 15 (1) WpHG (Germaecities Trading Act), ad-hoc

announcements were an immediate public disclosiuaayinside information by the respective
firm. Inside information was described in 8§ 13 Y¥pHG as any specific information that is not
subject to public knowledge and would have a sulbstieeffect on the stock price of the respective

firm (price-sensitive event).

Therefore, ad-hoc announcements can be describ&dnasdatory type of disclosure before and
after the market abuse regulation. However, adammouncements involve a substantial degree of
managerial discretion (Ruhnke & Simons, 2012). file’'s management is obliged to consider
every single event and its material relevance fer firm’'s value (BaFin, 2013), making the
assessment of the new private information a managedecision for every individual case. The
management must determine whether the expectect effethe stock value is substantial and
which type of event might induce such a substasstiatk market reaction. Inconsistencies and
considerable opportunistic management behavioitteeconsequences (Leis, 2009; Ruhnke &
Simons, 2012; Siebel, 2002). If an information mnsidered value-relevant by the firm’s
management, a special service provider (e.g., Deets&esellschaft fur Ad-Hoc Publizitat) is
typically used to distribute the information to tim@rket to comply with these obligations (Dymke
& Walter, 2008). Furthermore, the ad-hoc announcenmeust be transmitted to the German
company register (BaFin, 2013). One important tlétaithis paper is that the correction of a
material accounting misstatement could be deemeauladsrial for the firm’s value and therefore
induce a mandatory disclosure of an ad-hoc annaoece(Pellens et al., 2014). However, Leis
(2009) states that investors should not rely orfithés management to disclose any price-sensitive

information via an ad-hoc announcement.

A second source of accounting misstatements arerioe notices from the electronic Federal
Gazette. Since 2005, the two-tier German enforcémsgstem has examined the compliance of
published financial statements of firms listed oregulated market segment (8 37n WpHG). It
consists of a private body, the DPBeitsche Prifstelle fir Rechnungslegei@erman Financial
Reporting Enforcement Panel), and the German sesuniegulator BaFinBundesanstalt fur

Finanzdienstleistungsaufsicht Federal Financial Supervisory Authority). On fhist level, the

36



DPR investigates whether there is a concrete itidicaf the violation of accounting standards
and at the request of the BaFin. The DPR’s invaigs are also performed through systematic
sampling. The second level is occupied by the Bakinich executes an investigation under three
conditions. It intervenes if a firm refuses to cemie with the DPR, if the firm’s management
disagrees with the DPR’s findings, and if thereraggor doubts raised about the correctness of the
investigation. After erroneous financial statememtesdetected via a DPR- or BaFin investigation,
the firm is forced to disclose these findings anlbssantial parts of the reasoning in the electronic
Federal Gazette and a supra-regional financial papexr or an electronic information provider via
a mandatory publication (BaFin, 2013). The objextof this enforcement mechanism is the
compliance of accounting standards through advédisgosure as a deterrent via a negative
investor reaction (hame and shame mechanism) @ditd., 2012). However, it is important to
know that a disclosure on the electronic Federake®a does not supersede an ad-hoc

announcement if the information is price sensit&ksesmann, 2006).

Corporate news is the third channel for disclosezbanting misstatements. In general, it is an
important medium by which firms communicate the@ahcial performance to the market (Henry,
2008). Firms may communicate financial informatida corporate news to inform all market
participants simultaneously if, e.g., an ad-hoc camcement is deemed not mandatory
(www.dgap.de They represent voluntary and regulated disckasHence, in contrast to ad-hoc
announcements and error notices from the electfedieral gazette, the content and timing may
be determined by management discretion. All incrafenl types of misstatement disclosures are
distributed via the Internet and therefore instantdvailable for the capital market

(www.unternehmensregister.de; www.bundesanzeigenmae.dgap.de).
3.3 Theoretical Background, Literature Review, and Hypdheses

Communication about a firm’s performance betweenagament and investors is essential for an
efficient capital market. The disclosure of finaalcinformation by managers is particularly
important to convey a firm’'s performance to outsidgestors, using regulated reports and
voluntary communication (Healy & Palepu, 2001).d&rice suggests that both regulated financial
reports and voluntarily disclosure provide new egldvant information, making them substantial
for the reporting environment. Healy and Palep®3@nd Kothari (2001) provided an extensive

overview of the supporting literature.
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3.3.1 Management Disclosures of Accounting Misstatements

Managers are typically better informed than outsmestors about their firms’ current condition
and future performance (Ross, 1977). Thereforethfuil financial reporting is potentially

informative to outside investors (Healy & Palep@93). However, conflicts of interest between
managers and shareholders, managerial discretmhfi@ancial reporting regulations influence

management’s disclosing of private information (e&aPalepu, 1993-2001).

For example, if the management of a firm detectaaounting misstatement, it can either decide
to disclose it to the capital market or withholdlftthere is no regulation, managers will carefull
consider the disclosure of any information andetenomic impact on the firm’s value (Shin,
2003). It is up to the management to choose onleeotiwo strategies. On the one hand, managers
might have the incentive to disclose the misstategmeluntarily after personal detection (Skinner,
1994). One management strategy would be to imptbeecredibility of their reporting by
disclosing bad news promptly (Healy & Palepu, 1998)estors may resent adverse surprises and
impose costs on firms whose management has a tigputar withholding unfavorable news.
Hence, investors might sell their stock and marsugeght face the risk of litigation by withholding
bad news (Skinner, 1994). Comprehensive and tidlislosure of unfavorable information could
mitigate these consequences. Additionally, managexg disclose information that reduces the
firm’s value voluntarily to manipulate the exercigece of awarded stock options (Aboody &
Kaznik, 1999), to carry out a management buyout witower stock price, or prior to forthcoming
union negotiations (Liberty & Zimmerman, 1986). ldenthe management may serve its self-
interest and economic consideration by disclosiegative information promptly (Xu & Zhang,
2013).

On the other hand, one economic assumption for geaedo withhold bad news is that they hope
to conceal it with good news that might arriveleatst to a certain threshold. After this threshold,
it becomes too costly or complicated to withhold ttamaging news (Kothari, Shu, & Wysocki,
2009). Moreover, managers seem to have strong timesnto withhold bad news. Personal
negative consequences for managers (that theytegalevent) might be career concerns, lower
bonus payments, a lower value of stock options,aaddcline in the stock price that might arise
due to the disclosure of bad news (Kothari e28I09). Hence, there is a tendency for managers to

withhold such bad news, e.g., accounting misstatésn® minimize their individual damage
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(Wagenhofer & Ewert, 2015). Shin’s (2003) theoratinodel supports this notion by showing that
management’s full disclosure is never a part okeauilibrium, but instead the disclosure of all
positive information and the withholding of all raétye news. Prior empirical work in the
disclosure literature confirms this theoreticallesption (e.g., Kothari et al., 2009). However, in
all these considerations, the judgement of the gemant to disclose an accounting misstatement
or withhold it should be affected by the charastérs of the misstatement, e.g., its severity. On
one hand, the incentive of the management to withasevere misstatement might be stronger
due to stronger negative consequences. On the lotimel, investors might penalize such a firm

more harshly if the withholding of such a severestatement is finally revealed.

Furthermore, the disclosure of an accounting ntisstant is not only up to the management’s
discretion. The reporting choices of the manageraentestricted via regulation (Healy & Palepu,
2001). Law, accounting standards, and enforcemesthemisms regulate the disclosure of
financial information in certain areas (Wagenhdfdtwert, 2015). Ignoring disclosure regulations
could induce regulative sanctions, which could oedine firm’s value even more. Hence, it would
become too costly for the management to withhatdriformation (Kothari et al., 2009). But even
in the case of regulated reporting, strategic d®male is possible, without violating investor
protection regulations (Goto et al., 2008). Formegke, managers might attempt to limit investors’
negative reaction by simultaneously publishing fpesinformation (Kothari et al., 2009) or avoid
telling the whole truth (Shin, 2003) to affect #sa@onomic consequence of the disclosure. Hecker
and Wild (2012) provided empirical support for trassumption. Hence, for every type of

misstatement disclosure, different levels of manabdiscretion are possible.

Corporate news, providing plenty of different infation, includes voluntary misstatement
disclosures and regulated information, e.g., DRBrewtices. Hence, it provides, to some extent,
substantial room for discretionary behavior regagdiming and content. Therefore, it is strongly
driven by reporting incentives. Despite comparaftiyong regulation, ad-hoc announcements
concede a high level of managerial discretion dt #West, the management must determine what
a substantial stock market reaction is, and sedbntst define the type of event that qualifies to
induce such a substantial market reaction (Rhunk®&i&ons, 2012). Different approaches are
discussed in the literature to define a substastiiak market reaction, e.g., a quantitative thokeksh

(Griewel, 2006). However, a uniform quantitativereshold does not consider the unique

circumstances of every individual case and musejexted (Griewel, 2006; Rhunke & Simons,
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2012). Consequently, the management must deterthiaghreshold for each individual case,
inducing material managerial discretion (Rhunkeifa&@s, 2012). The criteria to define the type
of event, which might induce such a substantiatkstoarket reaction, are even more unclear. The
management must predict investors’ reaction tovamte(e.g., the occurrence of a misstatement),
causing additional uncertainties (Rhunke & Simd@tx,2). One criterion is that an event should
be evaluated as value relevant by the managemieebifld influence the investment decisions of
an average prudent investor. This is a rather vabgusse causing additional managerial discretion
(Leis, 2009). Additionally, exaggerated and incotd-hoc announcements are counterproductive
and do more harm than good (Happ & Semler, 199&;hKoff, 2009). As a guideline, the BaFin
has published a list of possible events that mighice a mandatory ad-hoc announcement (BaFin,
2013). However, this list is not an exhaustivedispossible value-relevant events and is of a non-
normative character (Nietsch, 2005). The lack afitf makes it necessary to use financial analysts
to evaluate the necessity of an ad-hoc announce(@éntann, Fischer, & Decker, 2009) and
Rhunke and Simons (2012) even suggested a pre-eaaom through an auditor. Additionally,
Leis (2009) stated that investors should not relyhe firm’s management to disclose any price-
sensitive information via an ad-hoc announcemdnstiating the possible discretion. The third
type of disclosure, Federal Gazette enforcement eotices, are regulated severely, dictating the
content and timing of the disclosure. The misstat®@ms detected by an outside party (DPR,
BaFin), and this leads to a mandatory disclosurd@fmisstatement via an enforcement release.
But even in this case, strategic disclosure isiptessfor example, by simultaneously publishing
positive information (Kothari et al., 2009). Additially, it is possible that the accounting
misstatement discovered by the enforcement sysdirst disclosed earlier, e.g., in a corporate

news disclosure or financial statement.

Although these disclosure types differ regardingirtiregulation and therefore offer different
opportunities, they all leave considerable roomtlfier management to act opportunistically. Due
to this considerable amount of discretion, all ¢yges of misstatement disclosures are considered
in the following analysis. Overall, a firm’s disslare behavior regarding bad news may reflect the
strategic behavior of self-interested managers,itagvolves judgments, estimations, and
assumptions (Goto et al., 2008). This means tre(\bluntarily or mandatory) disclosure of an
accounting misstatement reflects the disclosuegesiy of the management, depending on the first

type of disclosure. Therefore, managers might chadles first type of disclosure depending on the
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misstatement characteristics by carefully considgtihe effect of this information and its type of

disclosing for the firm’s value. Taking this intortsideration, | derive the following hypothesis:

H1: The first type of disclosure for an accountingsstétement depends on the

characteristics of the misstatement.

3.3.2 Investors’ Reaction to Accounting Misstatements

Considering capital market reactions after theldgae of accounting misstatements, two strands
of literature must be reviewed. The first examifiess subject to accounting enforcement actions.
For the United States (U.S.), Dechow, Sloan, ande®wy (1996) found a significant increase in
the cost of capital when the manipulation is madélip by the Securities and Exchange
Commission (SEC). German studies in this area leaaenined capital market reactions to error
announcements revealed by the German enforcems&eisyHitz et al. (2012) as well as Hecker
and Wild (2012) provided empirical evidence on riegainvestor reactions to enforcement-
induced misstatement publications by German firalfjough to a much smaller extent than
comparable U.S. studies. Another major part of élaent study literature investigates capital
market reactions to financial restatements (cawedaif prior period accounting misstatements) by
U.S. firms. They document significant negative abmal returns over the announcement period
(e.g., Akhigbe, Kudla, & Madura, 2005; Burns & KadP006; Palmrose, Richardson, & Scholz,
2004). To date, little is known about the secoraiésfor other countries (Flanagan, Muse, &
O’Shaughnessy, 2008), Germany included. This paptnds these findings by examining both
types of misstatements/disclosures and further @gs ad-hoc announcements, corporate news).

Investors depend on information on firms’ perform@rno make investment decisions (Xu &
Zhang, 2013). They use the available informatioragsess a firm’s earning potential, hence
updating their judgment if they receive new infotima. Bad news could enhance the risk and
uncertainty of the disclosing firm and deteriortite future prospect, inducing negative market
reactions (Palmrose et al., 2004). | assume tleatrthrket price of a security equals the present
value of expected future cash flows discountethatfitm’s cost of capital. The publication of an
accounting misstatement should lower expecteddutash flows/earnings and/or increase the cost
of capital, due to the higher information risk dktrespective firm (Hribar & Jenkins, 2004,
Palmrose et al., 2004). Additionally, disclosedaagting misinformation should damage the

management’s reputation (Karpoff & Lott, 1993). ldenl hypothesize the following:
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H2: The German stock market reacts negatively tditsiedisclosure of an accounting

misstatement.

However, the effect of different types of misstagemndisclosures has only partly been analyzed,
and therefore still deserves attention. Previo& tesearch suggested that incorporating only one
type of misstatement (in this case restatemenas}hie format influences the reaction of the cépita
market. Files, Swanson, and Tse (2009) as well @sldd, Henry, Peytcheva, and Sun (2013)
found that firms reporting the restatement morerpnently are significantly negatively associated
with a larger price decline. Myers, Scholz, andri{2013) classified restatements by their level
of transparency, with restatements disclosed iaraaB-K filing as having high transparency and
disclosed in periodic SEC filings as having lownsparency. The results suggest that lower
transparency generates less negative returns. ritrast to this study, those papers focus on
different theoretical frameworks. Gordon et al. 3D exclusively considered disclosure

credibility, while Files et al. (2009) and Myersatt (2013) expanded on behavioral theory.

Regarding the theoretical background, differenimaorks address investors’ reactions to
different types of misstatement disclosures. FalhgnDumontier and Raffournier (2002), | argue
that investors are using publicly available infotima to increase their level of knowledge to assess
future securities’ risk and return and to make stweent decisions. Additionally, strategic behavior
must be taken into consideration. Rational invessstiould be aware of the information advantage
of managers and incorporate this knowledge in theestment decisions (Wagenhofer & Ewert,
2015). One important aspect is that ad-hoc annooects show that the management deems this
information value relevant (see Chapter 2). Theeefthe stock market should react strongly to
misstatements disclosed via an ad-hoc announcepesaiuse they should contain information
deemed price sensitive by the managefi&nitlowever, this attribute of price sensitivity istn
necessarily associated with enforcement errorriiggland corporate news and might diminish the
negative market reaction compared to ad-hoc anmooects. Nonetheless, enforcement error
findings are a mandatory disclosure of an accogmtirsstatement detected by a third party. This
could mean that the management withheld this bads @ was unaware of this accounting
misstatement. Corporate news disseminates impdrtiortnation, and some managers prefer to

disclose information via this type of disclosureeid, 2009). Hence, both types could induce

178 However, the nonoccurrence of a substantial stmekket reaction does not prove a misjudgment by the
management, it only must be expected (Rhunke & 8&n2012).

42



negative stock market reactions, although to alema@égree compared to ad-hoc announcements.
This strategic and regulated disclosure behaviavegs new information to market participants
and should influence the induced capital markettrea to the disclosure of an accounting
misstatement, depending on the first type of dmale. The capital market should interpret the
disclosure choice by anticipating both the incezgiof those who made the disclosure and the set
of alternatives they could have had (Dye, 2001)nstering the above arguments leads to the

following hypothesis:

H3: Ad-hoc announcements as first disclosure induangar negative stock market

reactions than enforcement error findings and aafeanews.

In this paper, three types of misstatement discéssware considered in the examination of
investors’ reaction. Ad-hoc announcements are goitant, longstanding, and common source
through which investors shape their expectationsutila firm’s future development and an

important part of firm-investor communication (Haus2003). Corporate news also provides a
variety of important information (e.g., financiaéngiormance) about several companies (Henry,
2008). The last type, error notices from the etattr Federal Gazette, provides only this
information in the respective area.

3.4Methodology
3.4.1 Management Disclosure

To examine the association between misstatememadesistics and management disclosure
choices, Fisher’'s exact tests were performed. llyaed whether the frequency of misstatements
in (not in) a particular row category differed sigrantly across misstatements in (not in) the
specified column category (Plumlee & Yohn, 201@y. €ach considered misstatement disclosure,
| classified it according to its characteristicheldisclosure indicates the occurrence of inteation
falsified financial reporting, based on the infotioa of the misstatement disclosufRAUD)*®,

the misstatement is attributed to the DPR, BaFim, ecomparable enforcement institufi¢fin the
first disclosure ENFORCEMENY, and the misstatement had a negative cumulaftieet®n profit

1791 suspect fraud if the disclosure mentions “irfagties,” “misconduct,” or “failures” by the respsible party, if
the accounting misstatement is the result of acigpeeview, internal audit or investigation” inettfirm, and if
respective “legal actions” are verified or initidtey the firm.

180 The Securities Commission of the Republic of Lithia; The Danish Business Authority.
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(PROFIT_DOWN Additional characteristics are as follows: Thasstatement disclosed
(intentional and unintentional) incorrect reportestenues REVENUB, the misstatement had a
cumulative profiteffect below averageMEANMAQG and simultaneously disclosed additional
financial information, which is unrelated to thesstatementINFORMATION, for example
additional balance sheet ratios. Performing a Fislexact test made it necessary to convert the
data into categorical variables. Specifically, tuenulative profit-effect of the misstatement has
been rescaled into two categories, depending oravieeage profit-effect of the misstatement
(below and above the average profit-effeMEANMAG.

To gain comprehensive insight into how managersrdene the first disclosure type, | performed
a multinomial logistic regression analysis. The egatical dependent variable
FIRST_DISCLOSUREad one of four values, depending on the firstldgae type: (a) financial
statement; (b) federal gazette; (c) corporate neld¥;ad-hoc announcement. It calculated
parameter estimates for each value of predictoablas across each value of a dependent measure,
with estimates relative to a baseline category (&zeth & Donner, 1989). The aim of this paper
was to more closely examine ad-hoc announcemerighwshould contain the most severe
misstatements. Therefore, the results of the maneagechoice regarding the first disclosure type
were presented relative to this category (baseiategory = ad-hoc announcements). The model
was estimated using data on misstatement and fieracteristicSFRAUD s an indicator variable
that equals 1 if the misstatement indicates theurmence of intentional erroneous financial
reporting, based on the information of the misstatet disclosureAGNITUDEIs the cumulative
profit effect of the accounting error scaled byged market capitalizatio®ROFIT_DOWNand
REVENUEare both indicator variables that equal 1 if thestatement had a negative cumulative
effect on profit or the misstatement disclosed inect reported revenudsSRAUD, MAGNITUDE
PROFIT-DOWN,andREVENUEare characteristics to measure the severity ofitisstatement
(Palmrose et al., 2004). The operating performave® measured vieOA (return on assets) and
firm size viaLOGMCAR According to Files et al. (2009), | includEtNANCIAL, a binary variable
that equals 1 for banks and other firms in therfai@ industry sector because of the specific

characteristics of these companies. The followindtimomial logistic regression was estimated:

FIRST_DISCLOSURE: o + p1 FRAUD + f2 MAGNITUDE + p3 PROFIT_DOWN
+ pa REVENUE + s ROA + fe LOGMCAP (3.1)
+ p7 FINANCIAL + ¢
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Since it is not possible to interpret the sizeegtilar coefficients, | estimated the marginal @le
For binary variables, marginal effects measuredliberete change (how do predicted probabilities
change if the dummy variable changes from O tontl) far continuous variables, they measured
the instantaneous rate of change (Williams, 2016).control for the fact that the examined
accounting misstatements contained a variety otlaed misinformation, | additionally
performed the analysis concentrated on DPR enfaneerror findings and the associated first
disclosure type (baseline = Federal gazette erotices). By analyzing the enforcement error
findings only, the disclosed misstatement informativas more comparable. However, since
enforcement error findings are only a subsampléheffull dataset, the sample size decreased,

making it necessary to verify the robustness ofdsailts.

3.4.2 Investors’ Reaction

To investigate the effect of different types of stédement disclosures on a firm’s value, the
standard event study methodology (outlined by Matd§i, 1997) were applied. Following this
approach, the effect of new information on the Istmice was measured by estimating abnormal
returns during specific time periods around thenevEhese abnormal returns were calculated by
subtracting the normal expected returns of ther#tgdoom the actual returns. The expected daily
returns were estimated using the commonly appliegket model (MacKinlay, 1997), which
relates the daily return of a given security to dlady return of a market portfolio using ordinary
least squares regression. | choose the CDAX pediocen index as the market portfolio, which
reflects all German stocks across Prime StandafidGeneral Standard and a 250-trading-day
period from day [-260] to day [-11] prior to thedmening of the event window. The cumulative
abnormal returns (CARSs) were calculated by sumndady abnormal returns (ARs) over the
examined event period.

Four different event windows surrounding the firsisstatement disclosure day [0] were
investigated to document significant stock marlesctions, with three days being the largest
window. The conventional mean and median eventysspecific tests were calculated to assess
the significance of the (cumulative) abnormal regyre.g., the standardized residual test (Patell,
1976), standardized cross-sectional test (Boehwhesumeci, & Poulsen, 1991), and the Corrado
rank test (Corrado, 1989).
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Furthermore, multiple cross-sectional regressioaiewsed to investigate whether the first type of
disclosure is associated with different abnormalirres around the misstatement disclosure. |
control for additional factors that could alter tresults.AD-HOC, NEWSand GAZETTEare
indicator variables, each equaling 1 if the misstant was first disclosed in an ad-hoc
announcement, in a corporate news disclosure dtherlectronic Federal Gazette, respectively.
Two of the disclosure types were incorporated iargvegression analysis (Models 1 &NEWS
andGAZETTE Models 2 & 4AD-HOCandGAZETTH, depicted in the regression equation below
with the variables DISCLOSURE_|and DISCLOSURE_ Il The misstatement and firm
characteristics included in the multinomial modelsection 4.1. were included, and additional
values that are known determinants of the marleettien were incorporateENFORCEMENTs

a binary variable that takes the value of 1 ifrtiestatement was attributed to the DPR, BaFin, or
a comparable institution. If an outside party ditend reveals an accounting mistake instead of
an internal party (e.g., management) the unceytaggfarding the credibility of the internal control

or management should increase (Palmrose et al)28@nce, the reaction should be more severe.
All else equal, | postulate, consistent with priesearch (e.g., Palmrose et al., 2004), that these
characteristic variableFRAUD, MAGNITUDE, PROFIT_DOWNynd REVENUE)would be
associated with a more negative stock price reachiagh levels of institutional block ownership
are likely to influence market reactions to thestagement announcement. Hence, | included the
variableINSTITUTIONAL. the portion of total stocks in issue held by ilmgbnal owners. The

multiple cross-sectional regressions are as follows

CAR[-11]] = a« + f1 DISCLOSURE_| +f, DISCLOSURE_lI+ 3 FRAUD
+ pa ENFORCEMENT+ g5 MAGNITUDE  + s PROFIT_DOWN
+ 7 REVENUE +fs ROA + fo LOGMCAP
+ 10 FINANCIAL + B2 INSTITUTIONAL + ¢

(3.2)

As a valuable supplement to linear regressiongldutated the relative important weights using
Johnson’s (2000) relative weight procedure (Tonidh®&. LeBreton, 2011). This method detects
the contribution a variable makes to the predictaddna dependent variable by itself and in
combination with other independent variables angsh® understand the effect of each predictor
in the equation (Johnson & LeBreton, 2004; Tonicdr& LeBreton, 2011). To the best of my

knowledge, relative importance weights have notnbeworporated in prior studies with a
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comparable focus. Researchers interested in tregivieelimportance of variables and their
contribution to explain variance in the criteridrosld perform this method, even if it is not one’s
primary interest, as it will provide a greater urglending of the specific role played by variables
in a multiple regression (Tonidandel & LeBreton12Q) Once again, a cross-sectional regression
was performed with the subsample of enforcememtr dindings. The advantage was that the
information the disclosure provided was more corabla. This approach reduced the considered

sample to 48 misstatement disclosures.

3.5Sample Selection and Data Description

To obtain an extensive sample, the selection prgeethvolved several sources. The ad-hoc
announcements were obtained from the German Conipagigter, the German regulatory news
service “Deutsche Gesellschaft fur Ad-Hoc PubliZi@®GAP), Business Wire (German), and
euro adhoc (the last two database systems via Mexis) based on keyword searches for
accounting misstatements (e.g., error, restateectoon). Furthermore, all error notices from the
electronic Federal Gazette were collected. Corparatvs was restricted to DGAP-News because
the DGAP has been the German market leader sméaumdation in 1996 (EQS Group 2014) and
were also obtained via keyword searches. To ertsat@ot only the most prominent misstatement
disclosures would be identified, a thorough seanth over 20 keywords was conducted. Only the
misstatements of IFRS financial statements of fithat are listed on a German stock exchange
and that made initial announcements between Jaidy@305 and March 31, 2014 were included.

Daily market data were obtained from Thomson ReuDatastream.

Table 3.1, Panel A details the misstatement-putidioa excluded due to various sample selection
criteria to arrive at the final sample. In totah31lmisstatements were excluded, as | discovered
more than one announcement for the same misstateBesrause it is possible that an accounting
misstatement is disclosed through more than one eymisclosure, | only incorporated the first
disclosure in the analysis. The collected misstatgswere compared, and only the first disclosure
was used in the sample. This resulted in a sanfil@23misstatements to examine the management
disclosure choice (Sample 1). To obtain the sarfgoléhe event study (Sample 2), additional
exclusions were necessary. Five observations hibad &iminated because the related firm had no
stock listed. Following McNally and Smith (2007);dntrolled for penny stocks by excluding all
the stocks trading at prices below € 1, as they araded infrequently
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(http://www.sec.gov/answers/penny.htm) and higlpggcsilative (Bouraoui, 2009). In addition,
following McWilliams and Siegel (1997) as well ashéh (2013), 42 announcements were
eliminated because of confounding effects in [-1j¥jsstatements with additional financial
information that was unrelated to the misstatermesre not removed at this point. Finally, three
misstatements were eliminated because of missou sharket data. Table 3.1, Panel B classifies
the misstatements according to the first type s€ldsure. They are classified into four categories:
ad-hoc announcements, electronic Federal Gazette motices, corporate news, and financial
statements. To verify the first disclosure of thesstatement regarding Federal Gazette error
notices, | screened the financial reports issutat #ie publication of the erroneous statement but
before the disclosure on the Federal Gazette aadkeld for an earlier misstatement disclosure.
Although firms disclosed their misstatement firsti variety of publication types, corporate news
was the most common, accounting for 31.8 (31.9)xcemdr of the misstatements. Ad-hoc
announcements constituted the next most frequeddwtified type, representing 30.1 (28.1)
percent. Federal Gazette error notices and finareparts accounted for 18.4 (21.9) percent and
19.7 (18.1) percent.

Table 3.1Description of sample size and sample composition

Panel A: Description of the Final Sample of Misstaents n
Accounting misstatements from January 2005 to Maftd 376

1. Exclusion of subsequent disclosures relatedesame misstatement (153)
Misstatement Sample 1 "Disclosure Choice" 223

2. Exclusion of firms without stocks listed (5)

3. Exclusion of penny stocks (price < 1 €) (13)

4. Exclusion of confounding effects (42)

5. Missing stock market data in Datastream (3)
Misstatement Sample 2 "Event Study"” 160

Panel B: Distribution of Misstatements by first €y@f Disclosure
Sample 1 Sample 2

n % n %
AD-HOC (Ad-hoc announcements) 67 30.1 45 28.1
GAZETTE (Federal Gazette error notices) 41 18.435 21.9
NEWS (Corporate news) 71 31.8 51 31.9
FINANCIAL STATEMENT 44 19.7 29 18.1
Misstatement Sample 223 100 160 100
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Table 3.2 gives an overview of the number and peacge of sample observations across industry
groups and disclosure year. Most misstatements eisctosed in 2007 (37, 17 percent), followed
by 2011 (36, 16 percent), and 2010 (35, 16 percent)

3.6 Empirical Analysis of Misstatement Disclosures
3.6.1 Management Disclosure Choice Results

Table 3.3 provides the descriptive statistics osstaitement characteristics and the results of the
Fisher's exact tests. It shows the number of ntisstants by misstatement characteristics and
details the percentage of misstatements by thé tygse of disclosure and characteristics.
Misstatements containifgRAUD were significantly more likely to be first discksin an ad-hoc
announcement and significantly less likely to stfdisclosed on the electronic Federal Gazette
and in a financial statement. A total of 131 mitsstaéents were the result of enforcement actions
(ENFORCEMENT) They were less likely to be first disclosed inadthoc announcement and
more likely to be first disclosed on the electroRederal Gazette. Misstatements with a negative
cumulative effect on profiRROFIT-DOWN) incorrect reported revenudREVENUE),and with

a cumulative profit-effect below average (scaleddgymarket capitalizationMEANMAQG were
significantly more likely to be first published an ad-hoc announcement. This and the results for
FRAUD seem to indicate that more severe misstatemente first disclosed in an ad-hoc
announcement, supporting H1. First disclosuresheretectronic Federal Gazette were less likely
to contain misstatements with these characterishitisstatements affecting revenues were less
likely to be disclosed in a financial statementd anisstatements with a cumulative profit effect
below average were less likely first disclosed icogporate news disclosure. The simultaneous
disclosure of additional financial information ulated to the misstatemedNFORMATION)was

less probable if the first disclosure was via gooate news disclosure or on the electronic Federal
Gazette and more likely if the first disclosure wgsa financial statement. Overall, the results
support H1.

To gain comprehensive insight into the disclosuragzounting misstatements by management

and because the study involves a polychotomousndieipe variable, | created a multinomial logit

model. Because not all misstatement- and firm cheristics were available for every

misstatement case, the sample size decreased 66 for example, in many cases it was not

possible to determine the cumulative profit effl&@GNITUDE). Hence, the problem of (quasi-)
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complete separation might arise due to the sangagBrischknecht, Eckert, Geweke, & Louviere,
2014) and the small frequencyEiRAUD. To produce valid estimates with small samplesad
(quasi-)complete separation, penalized likelihoo@gthnds need to be applied (Hosmer,
Lemeshow, & Sturdivant 2013). Greenland and Mansgay015) proposed a simple penalization
method, the lod=(1,1) prior, for logistic regressions and relateddals. It is trivial to implement
and facilitates suitable results with sparse dBlteey appear in Table 3.4. The columns in Table
3.4 report estimates of the effects of the indepatdariables on the management’s decision to
first disclose the misstatement via a corporatesnd@aclosure, the electronic Federal Gazette, and

a financial statement relative to a first disclesas an ad-hoc announcement (baseline category).
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Table 32 Distribution of the first type of disclosure of thasstatement by industry and y

Industry Disclosure Year

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Total
Bank/Savings & Loan 4 2% 1 <1% 1<1% 3 1% 2<1% 1 <1% 1<1% 1 <1% 14 6%
Industrial 2 <1% 12 5% 23 10% 18 8% 20 9% 28 13% 26 12% 14 6% 9 4% 3 1% 155 70%
Insurance 1 <1% 1<1%1<1% 3 1%
Other Financial 1<1% 4 2% 6 3% 4 2% 2<1% 8 4% 8 4% 3 1% 36 16%
Transportation 209% 1<1% 1<1% 1 <1% 1 <1% 6 3%
Utility 1 <1% 3 1% 1<1% 1<1% 1 <1% 1<1% 1 <1% 9 4%
Total 3 1% 13 6% 37 17% 27 12% 27 12% 35 16% 36 16% 24 11% 16 7% 5 2% 223 100%

Table 3.3 Fisher's Exact Test to examine the significancethaf association between the first type of disalesand different
misstatement characteristics

FRAUD ENFORCEMENT PROFIT_DOWN REVENUE MEANMAG INFORMATION

No. of Misstatements 14 131 119 38 99 115
% of Misstatements
AD-HOC 791 17 40 53 42m 33
NEWS 21 31 27 34 26 27
GAZETTE o 31 13 8gH 114 204
FINANCIAL
STATEMENT o! 21 20 54 21 38m

ot andt (W, WU and!) reflect a significantly positive (negative) rétatship between the first type of disclosure aredekamined misstatement characteristic at thedrdept,

1 percent, 5 percent and 10 percent levels, rasphctVariable are defined as follon&D-HOC: A misstatement is classified AB-HOCIf the misstatement was first disclosed in an
ad-hoc announcemeMEWS A misstatement is classified BEWSIf the misstatement was first disclosed via coaponewsGAZETTE A misstatement is classified @AZETTEf
the misstatement was first disclosed on the eleittieederal GazetteFINANCIAL STATEMENTA misstatement is classified BENANCIAL STATEMENTF the misstatement was
first disclosed in a financial statemefRAUD: A misstatement is classified BRAUDIf the misstatement is associated with allegat@freccounting fraudf the disclosure mentions
“irregularities”, “misconduct” or “failures” by theesponsible party, if the accounting misstateneitte result of a “special review, internal augitnvestigation” in the firm, and if
respective “legal actions” are verified or initidtby the firm it is evaluated as fraudNFORCEMENT A misstatement is classified BNFORCEMENTIf the misstatement was
attributed to the DPR, BaFin or a comparable instih; PROFIT_DOWNA misstatement is classified BROFIT_DOWNf the misstatement had a negative effect on hieEVENUE

A misstatement is classified REVENUEf the misstatement disclosed incorrect revenMESANMAG A misstatement is classified BEEANMAGIf the misstatement had a cumulative
profit-effect below averagéNFORMATION A misstatement is classified B$FORMATIONIf the disclosing firm simultaneous discloses &ddal financial information unrelated to
the misstatement.
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This means a negative coefficient indicates a @dserén the probability of a misstatement to be
first disclosed in the considered disclosure typengared to a first disclosure in an ad-hoc
announcement. Misstatements that had a negativalative effect on profit were less likely to be
first reported via corporate news (p=0.026) andh@nelectronic Federal Gazette (p=0.014) than
an ad-hoc announcement. Fraud-Misstatements weoeleds likely disclosed on the electronic
Federal Gazette, but only at a 10 percent sigmtiedevel. Misstatements affecting revenues were

more likely to be first disclosed in an ad-hoc ammmement than in a financial statement (p=0.006).

Since it is not possible to interpret the sizesgfular coefficients, | calculated the marginal etfife
For a misstatement with a negative cumulative peifect, the predicted probability for a first
disclosure via a corporate news release was 0.4@8les than an ad-hoc announcement. The
marginal effect for a first disclosure via the &tenic Federal Gazette was negative as well
(-0.117). The marginal effect for the variabREVENUE in the category “FINANCIAL
STATEMENT” was -0.222. This means that the predigbeobability of a first disclosure via a
financial statement for a misstatement dealing wéhenues was 0.222 smaller than ad-hoc
announcements. Thus, these characteristics do rmattdhe decision of the first disclosure,
supporting H1. Additionally, it appeared that mesvere misstatements were more likely to be
first disclosed in an ad-hoc announcement. Surgigj FRAUD was only significant in the
“GAZETTE” model. One possible explanation is thia¢ frequency oFRAUD was too low to

show more significant results.

Table 3.5 lists the results for the penalized maliial model concentrated on DPR enforcement
error findings. The sample size and small frequesfdgEVENUEmMade it necessary to estimate
penalized likelihood methods to mitigate causedlems. The results should shed some light on
the incentives for managers to disclose only thsetof misstatement prior to the mandatory
publication on the electronic Federal Gazette. &toge, the baseline category is the first disclesur
on the electronic Federal Gazette. By incorporatinly enforcement error findings, the disclosed
misstatement information was more similar betwéertifferent types of first disclosurédRAUD

has not been incorporated in the regression daelack of cases with this attribut€onsistent
with the former multinomial model, the coefficigot PROFIT_DOWNwas positive in the “AD-
HOC”-model, indicating that DPR misstatements vaithegative cumulative effect on profit were
more probable to be first disclosed in an ad-howancement than the electronic Federal Gazette

(p=0.003). For these misstatements, the margifattefior a first disclosure in an ad-hoc
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Table 3.4Penalized multinomial logistic regression modektitg misstatement characteristics as determirantise first type of
disclosure - full sample

First Disclosure Type "NEWS" "GAZETTE" "FINANCIAL STATEMENT"
Variables Pred. Coeff. p-value ME Pred. Coeff. p-value ME Pred. Coeff. p-value ME
Intercept ? 1.763 0.371 ? -0.633 0.784 ? 0.579 0.783

Misstatement Characteristics

FRAUD 0 0619 0234  -0015 () -1876 0054t -0.127* () -1.368  0.120 -0.106
MAGNITUDE ¢ 0421 0261  -0033 () -0.874 0121 0092 () -0.212  0.407 0.019
PROFIT_DOWN () 0846 0026+ -0109t () -1.184  0014* -0.117* () -0.124  0.398 0.066
REVENUE 6 -0.064 0449 0117 () -0.749 0139  -0.047 () -2.345  0.006** -0.222%*

Firm Characteristics

ROA ? 0.00¢ 0.351] 0.00( ? 0.011 0.26: 0.001 ? 0.00¢ 0.56( -0.00(
LOGMCAP ? -0.06: 0.54¢ -0.01¢ ? 0.04¢ 0.71% 0.01(¢ ? -0.03z2 0.77¢ -0.00¢
FINANCIAL ? -0.747 0.148 -0.133 ? -0.364 0.559 -0.017 ? 0.030 0.954 0.058

Model Statistics

n 166
Pseudo R? (McFadden) 16.75%
Penalized log pseudolikelihood -219.41
Max. VIF 1.28

Note: Omitted category is Disclosure Type "AD-HQ®4aseline categoryA misstatement is classified AD-HOCf the misstatement was first disclosed in an ad-h
announcement). The other categories AHEWS A misstatement is classified &EWSif the misstatement was first disclosed via coapemewsGAZETTE A
misstatement is classified @\ZETTHf the misstatement was first disclosed on thetadaic Federal GazettdsINANCIAL STATEMENTA misstatement is classified
asFINANCIAL STATEMENTF the misstatement was first disclosed in a feiahstatement; A penalized likelihood approach wasrporated, using the Idgl,1)
prior (Greenland, & Mansournia, 2015). ***, ** *rgl 1 indicate statistical significance at the Oetcpnt, 1 percent, 5 percent and 10 percent lees[sectively.
Reported p-values are two-sided when no directiprediction is made, and one-sided otherwise. MEesents marginal effects. Variable definitions asdollows:
FRAUD= 1 if the misstatement is associated with atiega of accounting fraud, and 0 otherwi$é¢he disclosure mentions “irregularities”, “miswduct” or “failures”

by the responsible party, if the accounting misstegnt is the result of a “special review, intemnadit or investigation” in the firm, and if respeet“legal actions” are
verified or initiated by the firm it is evaluated raud;MAGNITUDE Cumulative profit effect of the misstatement sdalby market capitalization measured as of the
fiscal year-end prior to the misstatement annourecgfRROFIT_DOWN = 1 if the misstatement had a negaféect on profit, and 0 otherwisBEVENUE= 1 if the
misstatement reported erroneous revenues, anaiasie;ROA Return on assets reported as of the fiscal yeapgadto the misstatement announcement (Datastream
item "WC08326"),LOGMCAP The natural log of market capitalization reporéedof the fiscal year-end prior to the misstatenaemouncement (Datastream item
"MV"); FINANCIAL= 1 if the firm operates in the financial sectmd 0 otherwise.



Table 3.5Penalized multinomial logistic regression modektitg misstatement characteristics as determinantse first type of
disclosure - DPR sample

First Disclosure Type "AD-HOC" "NEWS" "FINANCIAL STATEMENT"
Variables Pred. Coeff. p-value ME Pred. Coeff. p-value ME Pred. Coeff. p-value ME
Intercept ? 2.129 0.479 ? 2.103 0.444 ? -1.311 0.633

Misstatement Characteristics

MAGNITUDE (+) 0.744 0.200 0.139 ? -0.057 0.940 -0.039 ? -0.239 0.816 -0.071
PROFIT_DOWN (+) 1.856  0.003** 0.261*** ? 0.150 0.804 -0.112 ? 0.756 0.256 0.032
REVENUE +) 0.211 0.404 0.110 ? -0.059 0.945 0.046 ? -2.537 0.036* -0.232%**

Firm Characteristics

ROA ? -0.004 0.828 -0.000 ? -0.009 0.531 -0.002 ? 0.001 0.927 0.001
LOGMCAP ? -0.19( 0.25¢ -0.027 ? -0.12¢ 0.40z2 -0.01¢ ? 0.03¢ 0.80¢ 0.022
FINANCIAL ? -0.05( 0.95¢ -0.011 ? -0.40¢ 0.61¢ -0.09¢ ? 0.427 0.56: 0.10¢

Model Statistics

n 93
Pseudo R2 (McFadden) 20.96%
Penalized log pseudolikelihood -127.659
Max. VIF 1.36

Note: Omitted category is Disclosure Type "GAZETT(Baseline categoryA misstatement is classified @&AZETTEIf the misstatement was first disclosed on the
electronic Federal Gazette). The other categoreg®-HOC. A misstatement is classified ABD-HOCIf the misstatement was first disclosed in an addnnouncement;
NEWS A misstatement is classified AEEWSif the misstatement was first disclosed via coapomewsFINANCIAL STATEMENTA misstatement is classified as
FINANCIAL STATEMENTF the misstatement was first disclosed in a friahstatement; A penalized likelihood approach wasrporated, using the IdgL,1) prior
(Greenland, & Mansournia, 2015). ***, ** * and mdicate statistical significance at the 0.1 perceipercent, 5 percent and 10 percent levels réspbc Reported p-
values are two-sided when no directional predicsomade, and one-sided otherwise. ME represengimadeffects. Variable definitions are as folloMAGNITUDE
Cumulative profit effect of the misstatement scdlgdanarket capitalization measured as of the figear-end prior to the misstatement announcer®@QFIT_DOWN

= 1 if the misstatement had a negative effect afitpand O otherwiseREVENUE= 1 if the misstatement reported erroneous reve@rara 0 otherwis®OA Return on
assets reported as of the fiscal year-end pritihgamisstatement announcement (Datastream item 88Z8)); LOGMCARP The natural log of market capitalization
reported as of the fiscal year-end prior to thestaiement announcement (Datastream item "MNIINANCIAL = 1 if the firm operates in the financial seciand 0
otherwise.
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announcement relative to the electronic Federak@azvas 0.261, supporting H1. Additionally,
misstatements with an effect on revenues werelilkedg to be disclosed in a financial statement

than on the electronic Federal Gazette (p=0.03#@), ammarginal effect of -0.232.

In empirical research, the sample size is oftersttamed by the restrictions of available data
(Adcock, 1997), which has been a constant conegeemnipirical research. Nonetheless, it is not
uncommon for empirical papers to incorporate srsathples, between 10 and 100 cases in
guantitative studies (Bai, Pan, Wang, & Ritcheyl@0 However, with the increase in computing
power, resampling methods have emerged as a nasgltovaddress small sample problems
(Diaconis, & Efron, 1983). The most commonly-apglreethod in empirical research with sparse
data is the bootstrap method (Efron & Tibshirari98). It has also been used with extensive
statistical models, like regressions. They arerg feneficial tool for dealing with small sample
problems (Bai, Pan, Wang, & Ritchey, 2010). Hertaggddress the issue of the sample size, the
bootstrap method, in combination with the penalmatmethod proposed by Greenland and
Mansournia (2015) is applied to all incorporatesessand the DPR enforcement error findings, as

well. The results are presented in Tables 3.6 and 3

For the full sample (Table 3.6), the coefficientlo¢ variablePROFIT_DOWNwvas negative and
significant (p<0.05) for the “NEWS”"- and “GAZETTEMmodels, supporting these results in
Table 3.4. Other variables were not significante Hssociated marginal effects were significant
only in the “GAZETTE” modelThe bootstrap results for the DPR enforcement érrdings show

a significant (p=0.013) and positive coefficient foisstatements with a negative cumulative profit
effect PROFIT_DOWN first disclosed in an ad-hoc announcement, supypthe former result
without the bootstrap method (Table 3.5). The mraigeffect was significant at the 1 percent level
as well. In contrast to the results in Table 3le REVENUEvariable was not significant.
Nonetheless, the bootstrap results were largelypeoable to the regular results in Tables 3.4 and
3.5.

3.6.2 Event Study Results

Figure 3.1 illustrates descriptive evidence ofdtoek market reaction to accounting misstatements
for the full sample and for each first type of diistire. It presents the cumulative abnormal returns
over a 21-day event window [-10;10] for the fulhgae, for ad-hoc announcements, electronic

Federal Gazette error notices, corporate newsfiaadcial statements.
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Table 3.6 Penalized multinomial logistic regression modektitg misstatement characteristics as determirantise first type of
disclosure - full sample: Bootstrap results

First Disclosure Type "NEWS" "GAZETTE" "FINANCIAL STATEMENT"
Variables Pred. Coeff. p-value ME Pred. Coeff. p-value ME Pred. Coeff. p-value ME
Intercept ? 1.763 0.417 ? -0.633 0.813 ? 0.579 0.812

Misstatement Characteristics

FRAUD ©) 0619 0426 -0015 () -1.876 0384 -0.127* () -1.368  0.415 -0.106
MAGNITUDE 8 0421 0354  -0033 () -0.874 0226  -0092 () -0.212  0.460 0.019
PROFIT_DOWN ()  -0846  0043* -0.109 () -1184 0025 -0.117* () -0.124  0.409 0.066
REVENUE ) -0.064 0456 0117 () -0.749  0.349  -0.047 () -2.345 0326 -0.222%

Firm Characteristics

ROA ? 0.00¢ 0.61¢ 0.00( ? 0.011 0.491 0.001 ? 0.00¢ 0.77¢ -0.00(
LOGMCAP ? -0.06: 0.59( -0.01¢ ? 0.04¢ 0.75¢ 0.01(¢ ? -0.03z2 0.75¢ -0.00¢
FINANCIAL ? -0.747 0.195 -0.133 ? -0.364 0.670 -0.017 ? 0.030 0.670 0.058

Model Statistics

n 166
Replications 1000
Pseudo R? (McFadden) 16.75%
Penalized log pseudolikelihood -219.41
Max. VIF 1.28

Note: Omitted category is Disclosure Type "AD-HO®4seline categoryA misstatement is classified AD-HOC f the misstatement was first disclosed in an ad-h
announcement). The other categories AEWS A misstatement is classified dEWSIf the misstatement was first disclosed via coap@mewsGAZETTE A
misstatement is classified @\ZETTHf the misstatement was first disclosed on thetadaic Federal Gazettd;INANCIAL STATEMENTA misstatement is classified
asFINANCIAL STATEMENTS the misstatement was first disclosed in a firiahstatement; A bootstrap (1000 replications) padalized likelihood approach was
incorporated, using the ldg1,1) prior (Greenland, & Mansournia, 2015). *** * and t indicate statistical significance at thé percent, 1 percent, 5 percent and 10
percent levels respectively. Reported p-valuesveoesided when no directional prediction is made] ane-sided otherwise. ME represents marginatetf&/ariable
definitions are as follows:RAUD= 1 if the misstatement is associated with atiega of accounting fraud, and 0 otherwi$éhe disclosure mentions “irregularities”,
“misconduct” or “failures” by the responsible parifythe accounting misstatement is the result tépecial review, internal audit or investigation”the firm, and if
respective “legal actions” are verified or initidtby the firm it is evaluated as fratdAGNITUDE Cumulative profit effect of the misstatement sedaby market
capitalization measured as of the fiscal year-eiat o the misstatement announcem@&®ROFIT_DOWN = 1 if the misstatement had a negagffect on profit, and 0
otherwise;REVENUE= 1 if the misstatement reported erroneous reveraied 0 otherwiseROA Return on assets reported as of the fiscal yearpeiod to the
misstatement announcement (Datastream item "WCOB3ROGMCAR The natural log of market capitalization reportesl of the fiscal year-end prior to the
misstatement announcement (Datastream item "MMNYANCIAL= 1 if the firm operates in the financial secemd 0 otherwise.
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Table 3.7 Penalized multinomial logistic regression modektitg misstatement characteristics as determinaintise first type of
disclosure — DPR sample: Bootstrap results

First Disclosure Type "AD-HOC" "NEWS" "FINANCIAL STATEMENT"
Variables Pred. Coeff. p-value ME Pred. Coeff. p-value ME Pred.  Coeff. p-value ME
Intercept ? 2.129 0.553 ? 2.103 0.516 ? -1.311 0.681

Misstatement Characteristics

MAGNITUDE (+) 0.744 0.289 0.139 ? -0.057 0.966 -0.039 ? -0.239 0.892 -0.071
PROFIT_DOWN (+) 1.856 0.013* 0.261** ? 0.150 0.834 -0.112 ? 0.756 0.318 0.032
REVENUE +) 0.211 0.472 0.110 ? -0.059 0.988 0.046 ? -2.537 0.705 -0.232%+*

Firm Characteristics

ROA ? -0.004 0.877 -0.000 ? -0.009 0.688 -0.002 ? 0.001 0.955 0.001
LOGMCAP ? -0.19( 0.34¢  -0.02% ? -0.12¢ 0.481 -0.01¢ ? 0.03¢ 0.83¢ 0.027
FINANCIAL ? -0.05( 0.98: -0.011 ? -0.40¢ 0.86¢ -0.09¢ ? 0.427 0.78¢ 0.10¢

Model Statistics

n 93
Replications 1000
Pseudo R? (McFadden) 20.96%
Penalized log pseudolikelihood -127.659
Max. VIF 1.36

Note: Omitted category is Disclosure Type "GAZETT(Béaseline categoryA misstatement is classified 8AZETTEIf the misstatement was first disclosed on the
electronic Federal Gazette). The other categonesAD-HOC. A misstatement is classified #D-HOC if the misstatement was first disclosed in an ad-h
announcementyEWS A misstatement is classified AEWSIf the misstatement was first disclosed via coappnewsFINANCIAL STATEMENTA misstatement is
classified as-INANCIAL STATEMENT the misstatement was first disclosed in a friahstatement; A bootstrap (1000 replications) p@dalized likelihood approach
was incorporated, using the I6¢1,1) prior (Greenland, & Mansournia, 2015). *** * and 1 indicate statistical significance at & percent, 1 percent, 5 percent
and 10 percent levels respectively. Reported peghre two-sided when no directional predictiomé&le, and one-sided otherwise. ME represents nadrefifects.
Variable definitions are as followMAGNITUDE Cumulative profit effect of the misstatement edaby market capitalization measured as of thalfigear-end prior
to the misstatement announcem@&ROFIT_DOWN = 1 if the misstatement had a negagffect on profit, and 0 otherwisBEVENUE= 1 if the misstatement reported
erroneous revenues, and 0 otherwR®A Return on assets reported as of the fiscal yeapendto the misstatement announcement (Datastieam"WC08326");
LOGMCAR The natural log of market capitalization reporgedof the fiscal year-end prior to the misstateéraenouncement (Datastream item "MVEJNANCIAL =

1 if the firm operates in the financial sector, &ctherwise.



Except for the Federal Gazette error notices aafinlancial statements, every subsample indicated
a substantial loss of market value around the dathe misstatement announcement. Federal
Gazette error notices without additional finanasdrmation unrelated to the misstatement induce
no significant reaction, as well (Figure 3.2). Reljag ad-hoc announcements, there seemed to be
some prior information leakage causing negativekstoarket reactions before the first disclosure.
Because each separate financial statement progicede range of information, statements were
not analyzed individually in the paper.

Table 3.8 presents the descriptive statistics avhtiate results of the event study analysis; 47.5
percent of the misstatements were first disclosidl additional financial information, which was
unrelated to the misstatement. Following Paimraose. €2004), the table illustrates the results for
the full sample and the subset of misstatemenst @irsclosed without additional financial
information unrelated to the misstatement. Theltedtom the full sample and the subset “full
sample without unrelated financial information” weronsistent with the previous prediction and
support H2. Market reactions for a variety of ewsimtdows are negative and significantly different
from zero. The mean (median) abnormal return oretteat day [0] and over a three-day window
[-1;1] of approximately -1.0 (-0.3) and -1.7 (-Of®9rcent were comparable with the documented
stock price reactions from Hitz et al. (2012). Tingt subsample (ad-hoc announcements) was also
associated with significant negative returns ovaettiple event periods. One important aspect is
the magnitude of the valuation discount. The meanedfan) abnormal return was
approximately -4.0 (-1.5) percent, respectively,5-%3.1) percent (w/o unrelated financial
information) over the event period [-1;1], subsialty larger than in prior German studies. These

results provide preliminary support for H3.

The results of the electronic Federal Gazette erodices are quite interesting. | documented no
significant negative market reaction for misstatetadirst disclosed on the electronic Federal
Gazette, which means the adverse disclosure (“@amtdishame”) mechanism (see Hitz et al., 2012)
did not appear to hold for theses misstatementadisoes. One possible explanation might be that
only minor misstatements might be first discloséal this type of disclosure (Hecker & Wild,
2012). I also found (weak) significant positive almal returns for the full subsample. Apparently,
the management was attempting to dilute the stomtket penalty by simultaneously publishing
additional unrelated financial information, whidiosild compensate for the negative news. Hence,

the market seems to react to the additional goag neut not to the Federal Gazette error notices.
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Figure 3. 1Cumulated abnormal returns around the first miestant disclosure for the full sample and
for different subsamples.
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Figure 3. 2Cumulated abnormal returns around the first misstant disclosure for the full sample and
for different subsamples (w/o unrelated finanaidbimation).
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The last subsample contained corporate news amdteepsignificant negative abnormal returns
in multiple event periods. Regarding the subsetttfaut unrelated financial information,” the

number of cases decreased strongly because capwass often disclosed additional unrelated
financial information (e.g., earnings). The numbérsignificant market reactions decreased as

well, but remained detectable nonetheless.

The fact that a misstatements detected by the Geemf@arcement system could be first disclosed
in an ad-hoc announcement or via corporate nevesoéin opportunity to examine the investors’
reaction to comparable information (only enforcetremor findings) via different channels. As
documented in Table 3.9, the abnormal return fastatements exposed by the DPR or BaFin and
released via corporate news or an ad-hoc annoumtggreduced significant negative abnormal
returns. This could not be established with Fedéeaaette error notices (Table 3.8) and supports
the earlier considerations. However, one could atbat the results for the Federal Gazette could
be explained by an anticipation of the misstaterdesdiosure through the market. To address this
issue, | analyzed the stock market behavior foFtderal Gazette subsample before the disclosure

(up to 40 days) and found no significant abnorretinns (untabulated).

Table 3.10 reports the results for the paired compas. Consistent with H3, the mean and median
return differences between ad-hoc announcementelaationic Federal Gazette error notices for
the full subsample and the subset (without addiliaemrelated financial information) were
statistically significant for every examined evemhdow. The difference between corporate news
and Federal Gazette error notices was significanwell. The observations for the comparison
“Ad-hoc vs. Corp. News” supported H3 insofar agehwas a statistically significant difference

between these two subsamples over the event wifrdoly for the smaller subsets.

Multiple cross-sectional regression was used testigate whether the first type of disclosure was
associated with different abnormal returns arounedmisstatement disclosure. To ensure that the
regression results were not affected by additidmnadlosed financial information unrelated to the
misstatement, | excluded these observations. rolbed for additional factors that could alter the
results. The sample size was reduced to n = 65ubea#ot every incorporated misstatement- and
firm characteristic was available for every missta¢nt disclosurelo ensure robust results, the
sample-to-variable ratio should be at least 5 {@®rinceton University Library, 2007) and the

residuals normally distributed (De Vaus, 2002).
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Table 3.8Descriptive statistics and univariate results efélent study analysis

Full Samplg(n=160)

Full Sample (w/o. unrelated financial informatiqn¥84)

Mean Median Mean Median
Window (C)AR (C)AR Pos:Negt-Test Patell Z Boehmer Corrado (C)AR (C)AR Pos:Neg t-Test Patell Z Boehmer  Corrado
[0] -0.010 -0.003  67:93 -2.049*  -4.044** -2.010*  -2.154* -0.010 -0.003  34:50 -1.668t  -3.173* -1.514 -1.057
[0;1] -0.016 -0.006 61:99 -2.875* -4.181** -2506*  -2.366* -0.014 -0.005 34:50 -1.974*  -3.151* -1.892f  -0.944
[-1;1] -0.017 -0.009 58:102-2.879* -3.634** -2511* -1.930t  -0.013 -0.004 3549 -1.866t -2.660* -1.959t  -0.825
[0;2] -0.020 -0.009 59:101-3.658*** -4.414** -3.153** -2.342* -0.022 -0.007 29:55 -3.041** -3.496*** -2.451* -1.258
Subsample "AD-HOC{n=45) Subsample "AD-HOC" (w/o. unrelated financial infation) (n=23)
Mean Median Mean Median
Window (C)AR (C)AR Pos:Negt-Test PatellZ Boehmer Corrado (C)AR (C)AR Pos:Neg t-Test PatellZ Boehmer Corrado
[0] -0.024 -0.007 17:28 -1.655t -5.492*** -1.635 -1.872% -0.031 -0.016 08:15 -1.648ft -5.936** -1.614 -1.852t
[0;1] -0.037 -0.013 18:27 -2.329* -5.160*** -1.985* -2.338* -0.046 -0.034 07:16 -2.216* -5.415** -1.907t -2.241*
[-1;1] -0.040 -0.015 16:29 -2.328* -4.659** -2.071* -2.296* -0.055 -0.031 06:17 -2.760** -5.483** -2 505*% -2.895**
[0;2] -0.042 -0.026 15:30 -2.700** -5.307** -2.472* -2.189* -0.055 -0.028 06:17 -2.603** -5,182** -2,197* -1.850t
Subsample "GAZETTE(n=35) Subsample "GAZETTE" (w/o. unrelated financial infation)(n=33)
Mean Median Mean Median
Window (C)AR (C)AR Pos:Negt-Test Patell Z Boehmer Corrado (C)AR (C)AR Pos:Neg t-Test Patell Z Boehmer Corrado
[0] 0.004 0.000 19:16 0.834 1.336 1.481 1.197 0.002 0.000 17:16 0.467 0.803 0.977 0.758
[0;1] 0.012 0.003 21:14 1.820% 1.637 1.843% 1.994* 0.010 0.001 19:14  1.453 1.031 1.375 1.489
[-1;1] 0.014  0.004 22:13 1.927t 1.621 1.963* 1.944+t 0.012 0.004 20:13 1.577 1.044 1.545 1.435
[0;2] 0.006 0.001 20:15 0.811 1.069 1.441 1.457 0.003 0.001 18:15 0.398 0.729 1.000 1.063

(continued on next page)
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Table 3.8(continued)

Subsample "NEWS(n=51) Subsample "NEWS" (w/o. unrelated financial inforioa} (n=28)

Mean Median Mean Median

Window (C)AR (C)AR Pos:Negt-Test Patell Z Boehmer Corrado (C)AR (C)AR Pos:Neg t-Test Patell Z Boehmer Corrado

[0] -0.007 -0.006 18:33 -1.156 -2.279* -1.867% -2.147* -0.006  -0.005 09:19 -1.406 -0.988 -1.188 -1.041
[0;1] -0.019 -0.011 14:37 -3.008**  -3,293*** -3.024** -2.714* -0.015 -0.008 08:20 -2.457* -1.6691 -2.559* -1.307

[-1;2] -0.020 -0.015 14:37 -2.890** -2.635** -2.907** -1.885% -0.009 -0.007 09:19 -1.626 -0.770  -1.389 -0.439

[0;2] -0.026  -0.016 12:39 -3.713*** -3.537** -4.069*** -2.688** -0.024 -0.015 05:23 -3.465*** -2.146* -3.645***

-1.742%

Note: This table reports the mean and median (catiwe) abnormal returns for specific event windott® relationship between positive and negativen(dative)

abnormal returns, the test statistic of the cressienal t-test, the standardized residual tede(P2), the standardized cross-sectional test (Buer) and the Corrado rank
test (Corrado). ***, ** * and 1 indicate statisdtsignificance at the 0.1 percent, 1 percent,rBgre and 10 percent levels respectively (two-thil@he subsamples are
defined as followsAD-HOC. A misstatement is part of this subsample if thestatement was first disclosed in an ad-hoc ancement;NEWS A misstatement is part

of this subsample if the misstatement was firstldsed via corporate newSAZETTE A misstatement is part of this subsample if thestatement was first disclosed on
the electronic Federal Gazette.

Table 3.9Descriptive statistics and univariate resultsD®R enforcement error findings"

Subsample "DPR via AD-HOGh=14) Subsample "DPR via NEW$h=24)

Mean Median Mean Median

Window (C)AR (C)AR Pos:Negt-Test Patell Z Boehmer Corrado (C)AR (C)AR Pos:Neg t-Test Patell Z Boehmer Corrado

[0] -0.021  -0.023 05:09 -2.392* -2.031* -2.085* -1.870t -0.006 -0.004 09:15 -1.375 -0.808 -0.970 -0.759
[0;1] -0.044 -0.034 03:11 -3.190** -2.995** -3.070** -2.555* -0.015 -0.005 07:17 -1.890f -0.911 -0.942 -0.881
[-1;1] -0.050 -0.030 02:12 -3.280*** -2.983** -3.490*** -2.608** -0.013 -0.005 08:16 -1.373 -0.445  -0.620 -0.165

[0;2] -0.042 -0.027 03:11 -2.996** -2.315* -2.681**  -1.763t -0.025 -0.015 06:18 -2.928** -1.539 -2.220* -1.473

Note: This table reports the mean and median (catima) abnormal returns for specific event windowe relationship between positive and negativen(dative)
abnormal returns, the test statistic of the cressienal t-test, the standardized residual tede(P4), the standardized cross-sectional test (lBoer) and the Corrado rank
test (Corrado). ***, ** * and t indicate statisitsignificance at the 0.1 percent, 1 percent, iegy# and 10 percent levels respectively (two-tBil&D-HOC. An

enforcement error finding is part of this subsanipiiewas first disclosed in an ad-hoc announcetndEWS An enforcement error finding is part of this subgdarif it
was first disclosed via corporate news.
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Table 3.10Results of the paired comparisons

EFull w/o. unrelated

Subsample [0] [0;1] [-1;1] [0;2] financial [0] [0;1] [-1,1] [0;2]
information

AD-HOC vs. Mean -0.028t -0.049** -0.054** -0.048** Mean -0.034t -0.056* -0.067** -0.058*

GAZETTE (Median) (-0.007)t  (-0.015)* (-0.019)** (-0.027)** (Median) (-0.016)T  (-0.035)** (-0.035)** (-0.028)**

AD-HOC vs. Mean -0.016 -0.018 -0.020 -0.016 Mean -0.025 -0.031 -0.046* -0.031

NEWS (Median)  (-0.001)  (-0.002) (-0.000) (-0.010) (Median) -0.012 (-0.027)  (-0.024)*  (-0.013)

NEWS vs. Mean -0.011 -0.031** -0.034** -0.032** Mean -0.009 -0.025** -0.021* -0.027*

GAZETTE (Median) (-0.006)*  (-0.014)** (-0.019)*** (-0.017)*** (Median) -0.005 (-0.009)* (-0.012)* (-0.016)**

Note: *** ** * gnd 1 indicate statistical signifance at the 0.1 percent, 1 percent, 5 percent@percent levels respectively (two-tailed). T-4emte used for means
and Mann-Whitney U-tests are used for medians.slisamples are defined as follow®-HOC. A misstatement is part of this subsample if thestatement was
first disclosed in an ad-hoc announcem®&HEWS A misstatement is part of this subsample if thestaiement was first disclosed via corporate n€G¥sZETTE A
misstatement is part of this subsample if the raisstent was first disclosed on the electronic Fed&azette.
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Other sample size guidelines indicate even lowenimum ratios of 2 to 1 required for adequate
estimations (Austin & Steyerberg, 2015). The ratiesent in Model 1 and Model 2 was 5.9 (65
cases and 11 independent variables), and the nioyiteeit (D’Agostino, Belanger, & D’Agostino,
1990; Royston, 1991) could not reject a normakitistion of the residuals (p=0.377), supporting
robust results. Additionally, the F-test incorpesathe sample size and the number of independent
variables and evaluates the validity of the regoesdy estimating the model significance
(Backhaus, Erichson, Plinke, & Weiber, 2016). Thstdtistics for Model 1 and Model 2 was
highly significant (p<0.001), supporting the vatidiof the results (Table 3.11). | calculated
variance inflation factors to quantify the sevenfymulticollinearity. All values were well below

5 (Table 3.11), indicating that multicollinearityag/ not an issue (Craney & Surles, 2002).

Table 3.11 presents the regression results for tative abnormal returns measured over the [-1;1]
event window as the dependent variable. The thagesdent window was chosen for the multiple
regression to capture the possible short leakage for the publication and delayed investor
reaction after the announcement (Files at al., 280f%e & Fiss, 2014)n Model 1, the stock
market reaction was less negative when misstateameate first disclosed via corporate news
(NEWS or on the electronic Federal Gaze@AZETTEH instead of an ad-hoc announcement. Both
factors had a positive coefficient (0.035 and 0)0&#d were statistically significant at the 0.005
and 0.001 levels. Ad-hoc announcements seem toajertbe most negative capital market returns,
consistent with H3. The relative weight analysiseaded thatGAZETTEwas also the most
important predictor for Model 1 (0.240) aNEWSthe fourth-most important (0.137), together
accounting for nearly 40 percent of the explainadance. Regression model 2 contaiAdo-
HOC and GAZETTE which means the baseline category was corpomates.nTheGAZETTE
coefficient was positive (0.019) and significanttet 0.052 level. There was a statistically (weak)
significant difference between misstatements fiistlosed as a corporate news disclosure or on
the electronic Federal Gazette in the regressiafysis. Again, one of the considered disclosure-
type variables in Model 2 was the most importaetptor AD-HOC, 0.310). Combined with the
second disclosure-type variable, they accountedver 40 percent of the explained variance.

Both regression models included variables to céritnomisstatement characteristics. The first
factor FRAUD was associated with more negative returns in Motlelad 2 with a significance
level of p=0.001. It also represented almost 2@¢mrof the total variance of the criterion vareabl

that could be attributed to all predictors combifiednk=2).
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Table 3.11Multiple regression of abnormal returns aroundfitst disclosure of the misstatement and relatimpartance measures

Variables
Intercept

First Disclosure Type
AD-HOC
NEWS
GAZETTE

Misstatement

Characteristics
FRAUD
ENFORCEMENT
MAGNITUDE
PROFIT_DOWN
REVENUE

Firm Characteristics
ROA
LOGMCAP
FINANCIAL
INSTITUTIONAL

Model Statistic
n
adj. R2
F-statistic

Max. VIFE

Pred.

0
*)
*)

PO RS

Model 1 Model 2 Model 3 Model 4
Std.  Rank Std. Rank Std.  Rank Std. Rank
Coeff. p-value Weight order ITCV Coeff.  p-value Weight order ITCV Coeff.  p-value Weight order ITCV Coeff.  p-value Weight order ITCV
-0.081  0.081t -0.047 0.328 -0.112  0.038** -0.055 0.334
-0.035 0.005** 0.310 1 -0.456 -0.057 0.001*** 0.489 1 -0.642

0.035  0.005* 0.137 4 0101 0.057 0.001**+* 0.234 2 0181
0.054 0.001*** 0.240 1 0125 0.019 0.052t  0.098 4  -0.023 0.064 0.001*** 0.295 1 0.158 0.008 0.250 0.084 4 -0.115
-0.098 0.001*** 0.196 2 -0.098 0.001** 0.198 2
-0.034  0.024*  0.034 -0.034  0.024*  0.036
-0.002 0.444 0.015 10 -0.003 0.444 0.015 10 0.011 0.719 0.019 0.011 0.719 0.018
-0.009 0.179 0.171 -0.009 0.179 0.143 -0.006 0.269 0.128 -0.006  0.269 0.090
0.032 0.984 0.032 0.032 0.984 0.033 0.040 0.993 0.115 0.040 0.993 0.118
-0.001  0.016*  0.050 7 -0.001  0.016*  0.052 6 -0.001  0.069t  0.040 7 -0.001  0.069t  0.049 7
0.004 0.14: 0.057 6 0.004 0.14: 0.04¢ 7 0.00: 0.30¢ 0.091 0.00: 0.30¢ 0.07¢
-0.017 0.177 0.00¢ 11 -0.017 0.177 0.00¢ 11 -0.01¢ 0.25¢ 0.017 -0.01¢  0.25¢ 0.01(
-0.04¢ 0.21¢ 0.061 5 -0.04¢ 0.21¢ 0.06: 5 0.044 0.17¢ 0.061 0.04¢ 0.17¢ 0.06¢
65 65 48 48
31.83% 31.83% 36.94% 36.94%
3.95%* 3.95%* 3.66** 3.66**
3.0¢€ 2.64 3.3/ 2.1¢

65

(continued on next page)



Table 3.11(continued)

Note: The OLS regression model in this table areslythe cumulative abnormal return (CAR) measured the [-1,1] window, with day 0 indicating the statement announcement. In all regressions, | use
robust standard errors using Huber (1967) / Whig80) procedure. ***, ** * and 1 indicate statistil significance at the 0.1 percent, 1 percener6gnt and 10 percent levels respectively. Repgrealues
are two-sided when no directional prediction is mashd one-sided otherwise. Relative weight armigsused to determine relative importance weifgtendardized). The ITCV index is defined as the
product of the partial correlations between depehdad confounding variable and the partial coti@tabetween independent and confounding varidtdé makes the coefficient statistically insignifita
The impact is defined as the product of the pactisielation between the independent variable hadbntrol variable and the partial correlationnestn the independent and the control variable.abégi
definitions are as followsAD-HOC = 1 if the misstatement was first disclosed inadrhoc announcement, and 0 otherwisdEEWS= 1 if the misstatement was first disclosed viapcoate news, and 0
otherwise GAZETTE= 1 if the misstatement was first disclosed oneleetronic Federal Gazette, and 0 othervi$RAUD = 1 if the misstatement is associated with atiega of accounting fraud, and 0
otherwise;if the disclosure mentions “irregularities”, “miswauct” or “failures” by the responsible party, lilet accounting misstatement is the result of a ‘iapesview, internal audit or investigation” in the
firm, and if respective “legal actions” are verifier initiated by the firm it is evaluated as fraBEfNFORCEMENTE 1 if the misstatement was attributed to the DPR, Baffia comparabale institution, and O
otherwise; MAGNITUDE Cumulative profit effect of the misstatement sdaby market capitalization measured as of thalfigear-end prior to the misstatement announcen®ROFIT_DOWN= 1 if the
misstatement had a negative effect on profit, anth@rwiseREVENUE= 1 if the misstatement reported erroneous rev&rared 0 otherwisdROA Return on assets reported as of the fiscal yeapsod

to the misstatement announcement (Datastream #¢@08326");LOGMCAR The natural log of market capitalization reporéedof the fiscal year-end prior to the misstatearaenouncement (Datastream
item "MV"); FINANCIAL = 1 if the firm operates in the financial sectand O otherwiseNSTITUTIONAL Portion of total shares in issue held by investrisrtks or institutions. (Datastream item
"NOSHIC").
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In both models, externally initiated misstatemerdcldsures induced stronger negative market
reactions (p=0.024). Both results were consistath e former postulated prediction. The last
finding contradicts results reported in U.S. stadigarding the SEC (Palmrose et al., 2004). Furthe
misstatement characteristics were insignificantterlstingly, the regression coefficient for
PROFIT_DOWNwas insignificant, but the relative weight analysi®wed that the variable was the
third-most important predictor of all variables (28). Hence, this analysis provided information not
available from the values produced from multiplgression analysis (Tonidandel & LeBreton,
2011). Among the firm characteristic factors, |ridua significant (p=0.016) negative coefficient
(-0.001) forROAIN the regressions. Investors’ reactions to misstant disclosures with positive
operating performance differed from weak perform&ams with higher reporteROA the fiscal
year before the misstatement announcement had sswere market reactions. Apart from the

discussed variables, there are standardized wei@hds'.

Models 3 and 4 repeat the analysis for DPR enfoeceérmrror findings. This subsample contains no
fraudulent misstatement. Additionally, every coesetl misstatement is detected by the German
enforcement system. Hence, the variablERAUD, ENFORCEMENT are excluded from the
calculation because of missing variation. The tesulere similar to the former models. DPR
enforcement error findings disclosed via an ad-&imeouncement seemed to induce the strongest
negative abnormal return. In contrast to Model &yund no significant difference between DPR
enforcement findings first disclosed via corponaggvs and via the electronic Federal Gazette. This
might be due to the fact that both types of disglesontained mandatory enforcement releases with
(more or less) dictated wording. The sample-toalde ratio was 5.3 (48 cases and nine independent
variables), and the test for normality distributifmn the residuals could not be rejected (p=0.516),
supporting the explanatory power of the resultstiermore, the statistical significance of the aller

model was highly significant (p<0.01).

When observations are non-randomly sorted intoreliscgroups, self-selection problems arise
(Maddala, 1991), raising the possibility of endogign In the examined setting, an endogenous
indicator variable was likely to be included asiaaependent variable (Lennox, Francis, & Wang,
2012). This problem arose because the choice dfirdtetype of disclosure might not be random.
Including control variables did not solve this peh. The standard procedure to control for this is
the two-stage model developed by Heckman (1979jortimately, Larcker and Rusticus (2010)
stated,“There is no fool-proof way of dealing with the ptem of endogeneity in empirical
accounting research’and “there are several fundamental requirements thatsirioe met.”For

example, to successfully control for endogeneitjeast one instrumental variable must be idemtifie
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that is correlated with the response variable afttst-stage model, but is not associated with the
dependent variable in the second-stage model. Beuentheory, prior empirical findings, and
intuition are necessary to convince the readehefchoice of the instrumental variables (Larcker &
Rusticus, 2010). Unfortunately, an essential numifelaccounting studies fail to follow this
procedure, producing non-robust results (Lenn@t.e2012). Using deficient instrumental variables
is more likely to provide inaccurate conclusionarttsimple OLS regression without controlling for
endogeneity (Larcker & Rusticus, 2010).

There did not appear to be a valid instrument Wéian the examined setting of this paper to
implement a convincing selection model. For exampiées et al. (2009) used the number of
management earnings forecasts in the year pribietoestatement announcement. However, Gordon
et al. (2013) showed that the pre-restatementaiscé amount influences the market reaction to the
restatement announcement, casting doubt that kbetisa bias has truly been eliminated. Therefore,

| followed the suggestion of Larcker and Rustice810) and assessed how large the endogeneity
problem must be to change the examined regresssutts. | used the approach developed by Frank
(2000) to analyze the potential impact of unobsgs@founding variables. | calculated the impact
threshold for a confounding variable (ITCV) to derthe minimum correlation required to change a
statistically significant variable into an insige#nt result. High (low) values indicate robustt(no

robust) results. | calculated the ITCV values fibfiest disclosure-type variables (see Table 3.11)

The relevant ITCV in Model 1 fadEWSGAZETTB was 0.101 (0.125), implying that a confounding
variable would need to have a correlation of 0.1853) withNEWS(GAZETTE andCARfor the
results to be overturned. As a benchmark, | caledlthe impact of the inclusion of each independent
variable onNEWS(GAZETTE. The impact is the product of the partial cotiela betweerNEWS
(GAZETTH and the control variable and betwe2ARand the control variable (Larcker & Rusticus,
2010). The highest impact represent€@ZETTE (PROFIT_DOWN with -0.159 (-0.203)
(untabulated), suggesting that an unobserved cadfog variable must be substantially more highly
correlated WittNEWS(GAZETTE andCAR This provides some confidence in the results otiif

1. The results in Models 2, 3, and 4 were comparaithough the ITCVs were somewhat smaller.
The lowest value was -0.023 (Model@QAZETTEH, indicating a necessary correlation of 0.150 to
overturn the significance. Even there, the caledatalues did not meet this threshold (untabulated)

3.6.3 Sensitivity Tests

| performed several sensitivity analyses for thalgtto validate the robustness of my results. First
most analysis were conducted as well for a subsaofdDPR enforcement error findings to control
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for the fact that the examined accounting misstatém contained a variety of disclosed
misinformation. By analyzing the enforcement efmodings alone, the provided information by the
disclosed misstatement was more comparable. Settoaddress the problem of (quasi-) separation
in the multinomial logistic regression model ditfetly, | performed the regression analysis without
the variabl&FRAUDfor the full sample and without the varialR& VENUEor the DPR sample. The

results were essentially unchanged (untabulated).

Third, | conducted the event study with an altaugaestimation period of 150 trading days. The

untabulated results showed largely unchanged owsomcomparison to the main analyses. | also
examined different calculations of abnormal returiibe results remained largely robust by

calculating continuously compounded returns (ldgrres). To account for non-synchronous trading,
| applied the correction proposed by Scholes antliaivis (1977); to account for the tendency for

betas to regress toward one over time, | utilizeddstimator of a firm’s beta from Blume (1975)

(Lally, 1998). The results were quite similar te ttnes presented. A few additional test statistick

event windows were significant with applicationtioé “Blume Adjustment”.

In addition, | used the three-factor model devetbpg Fama and French (1993) to measure normal
returns. The daily data of Fama/French factors Germany were provided from Prof. Stehle
(https:/mvww.wiwi.hu-berlin.de/professuren/bwl/dr)d based on Brickner, Lehmann, Schmidt, and
Stehle (2014). By applying this model, | came te same conclusions as before. For example, the
most severe valuation discount was still relateddénoc announcements. Some (weak) significant
positive market reactions by Federal Gazette amatices without additional unrelated financial

information were found.

Finally, | addressed the issue related to the sasipk of the cross-sectional regression analjsis.
every control variable was available for the whaldset, reducing the sample size. Hence, | re-ran
the multiple regression analyses including onlydbeesponding test variable(s) “Disclosure Type”
in Model s1 and 2, arriving at a sample size oh8dstatementsAD-HOC, NEWS,andGAZETTE

were significant at the p<0.05 level, thus confimgthe results of the original analyses.
3.7 Conclusion

This study is the first to investigate the managenagsclosure choice and investor reactions for a
unique German dataset of accounting misstatemeffering two main contributions. The first

contribution is to provide new insights into themagement behavior to disclose adverse information.
The empirical results indicated that more sevemuaating misstatements were more likely to be

disclosed in an ad-hoc announcement. Fisher’'s eesttand penalized multinomial regression
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analysis revealed that the management seemed sideorthe characteristics of the misstatement
when selecting the first type of disclosure, intiwg strategic behavior and different manager

incentives.

The second contribution is the analysis of thermfation processing in the German capital market.
Consistent with previous literature, significangagve abnormal returns for the full sample around
the first disclosure event were identified. | afeund that firms announcing their accounting

misstatement in an ad-hoc announcement were exgosadnore severe valuation discount than
other types of first disclosures. However, whenlymiag misstatements first disclosed via the

electronic Federal Gazette alone, no significagatiee market reaction was discovered. Apparently,
the “name and shame” mechanism of the German enfant system does not operate if the first
disclosure is made via this platform. Multiple reggion analysis still suggested that ad-hoc
announcements induced the strongest negative caytéet reaction. Federal Gazette error notices
induce the lowest market reaction. Apparently,ulkeiation discount produced by the disclosure of
an accounting misstatement was influenced by tpe tyf the announcement, regardless of the

severity and other control variables. The res@tsained robust to different sensitivity tests.

Managers seem to consider the severity of an atiogummisstatement to determine the
misstatements’ effect on a firm’s value. If it isedned value relevant, it induces a mandatory ad-hoc
announcement. Managers seem to pursue this sttat@gpid sanctions from the authorities, as they
could reduce the firm’s value even more. Henceh@tannouncements induce the strongest capital
market reaction, as investors are aware of thiatesiic behavior. By observing an ad-hoc
announcement investors receive the signal that rtfaagement attributes the accounting
misstatement value relevant. Additionally, managaem to try to dilute the negative effect of
mandatory enforcement disclosures by simultanequghishing other positive financial information
(similar results Hecker & Wild, 2012). This caugessitive market reactions, which confirms the
management’s strategic behavior in an attempt twea bad news with good news. Hence, the
results presented in this paper suggest that tbe disclosure of an accounting misstatement is
influenced by management’s strategic disclosureatien The stock market participants are
receiving different “signals” depending on the ffitgpe of disclosure, inducing different market
reactions. Altogether, the findings should be aéiast for German and other European regulators,
which should reconsider current publication regalet. Managers with responsibilities to disclose

financial information, investors, and academicshhigqd the results valuable as well.

This study and the interpretations of its resufisutd be considered in light of several limitations

First, the endogeneity problem was identified aisgwksed in the study. Unfortunately, there is not
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a convincing selection model to control for thisigem. Therefore, the results could be impacted by
selection bias. Nevertheless, utilizing the apphnadeveloped by Frank (2000), | concluded that this
should be a minor issue. Second, sample sizesnie smalyses might affect the robustness of the
results. For example, the dataset did not allowottrol for year fixed effects because of the uaqu
distribution of the disclosure year. However, enagir modifications and tests supported the
explanatory power of these findings. Additionathyg FRAUDVvariable might not contain all possible
fraud cases. Only definitely deliberate accountmgstatement were evaluated as fraud. Hence, some

deliberate misstatements might not be evaluatdchad.

Future researchers could analyze this context amtamational level, comparing the results between
different institutional backgrounds. It could alé® interesting to investigate management’s
misstatement disclosure choice before implementing enforcement system. Lacking this

monitoring institution, the managerial discretiom disclose detected misstatements was more

pronounced.
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4 Surprise of Enforcement Releases and the Investorfeaction - Evidence
from the German Capital Market

ABSTRACT: | examine the influence of misstatement surprisaeestor reaction to the disclosure
of enforcement releases. So far, its impact ostinek market has not been analyzed. For a sample
of 107 German enforcement error findings, | findttaudit quality, firm performance, firm growth
and firm size are significant predictors of an agtong misstatement and a subsequent disclosed
enforcement release. Using these firm charactesisto generate a surrogate for the
unexpectedness of an enforcement release, | exatsimennection to the negative investors’
reaction. Unexpected misstatements do not causagelr negative stock market reactions.
Controlling for confounding effects generates mm#icant relations between the unexpectedness
and the stock market reaction, as well. These riggliprovide insights into the complex
relationship between accounting quality, event peeiedness, and investor reaction in the area
of enforcement releases by suggesting that diffefem characteristics are related to a
misstatement. However, market participants aremote surprised by different enforcement

release and deem other misstatement charactenstiesimportant.
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4 .1 Introduction

The reaction of investors to management disclodapends theoretically on two aspects. These
are the believability (‘credibility’) and the unexgted component (‘surprise’) of the information
(Jennings, 1987). Management disclosure contasimdar information content with comparable
credibility but different levels of surprise shoutdluce different responses from investors, with
stronger reactions to unexpected events. Enforcemeeases should be an unexpected
(‘surprising’) event for the stock market.

Enforcement releases are the disclosure of masg@iunting misstatements (Hitz, Ernstberger,
& Stich, 2012). So far, the potential influence sfrprise to the stock market reaction to
enforcement releases has not been examined in ib&tatement literature, only individual
variables have been incorporated (e.g. Richardfona, & Wu, 2002). Hence, it is unclear to
what extent the investor reaction to the first ldisare of enforcement releases (the examined
event) is driven by the unexpectedness of the atesient. | use identified, easy to obtain
determinants of misreporting in financial statersetd measure the surprise of a disclosed
misstatement. Certain characteristics of a firrke le.g. performance or leverage (Kinney, &
McDaniel, 1989; Burns, & Kedia, 2006; Richardsdmale 2002) should significantly increase the
probability for a misstatement in financial repogi | argue that rational participants of the stock
market are well aware of these connections and evajuate the occurrence of an accounting
misstatement for firms with certain characteristiesre likely in comparison to firms lacking such
characteristics. Hence, the accounting quality mighanticipated in the stock price. The stock
market might already include respectively pricghase relevant financial information and the
probable misstatement for firms with particular rettéeristics. Therefore, a misstatement might
not be evaluated as a big surprise for investoid naight lack subsequent stock market reactions.
For other firms, the stock market might not expactenforcement release, inducing stronger
negative stock market reactions by occurrence.

To examine whether the stock market responds diffey to anticipated versus surprise
enforcement releases, | estimate conditional lmgisgressions to obtain a measurement for the
unexpectedness of an accounting misstatement.ebléis show that firm performance (return on
assets), firm growth (revenue growth), audit gydliig five’ versus ‘Non big five’ auditor) and
firm size (log total assets) predict misstatemesmsl subsequent enforcement releases. By
estimating the probability for an enforcement efnoding with different firm characteristics for

every enforcement release, | receive a measurephéme surprise of a misstatement.
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Further results of multiple regression analysesysti@at the market reactions are not influenced
by the unexpectedness of the enforcement releasieeirmanner that surprising enforcement
releases induce stronger stock market penaltigser@nisstatement characteristics (e.g. profit
effect) seem to be more important for the capitatkat. To support the explanatory power of the
results, | control for confounding effects and peri resampling methods. These results show an

insignificant relationship between the unexpectedrand the stock market reaction, as well.

The remainder of the paper is organized as follaviste Section 2 presents the literature review,
the theoretical background on surprise and theladimg hypothesis is derived in Section 3. The
sample and methodology are described in Sectiarsd4. Section 6 presents the results of the

empirical analysis. Finally, Section 7 presentsdbieclusions based on the empirical findings.
4.2 Literature Overview

This study contributes to two strands in the ecaodrerature. First, it ties in with studies oreth
effects of surprises on investor reactions. Secimtpvides novel insights into the influence of

misstatement surprises on stock market value.

Former economic literature examines the effectsupprise in different backgrounds. Ajayi and
Mehdian (1994) examine the ‘post event’ investarction to good and bad ‘surprises’ across the
world’s major financial markets. Good and bad ‘sisgs’ are determined with a quantitative
criterion of daily return deviations greater thanequal to 2.5 percent from the expected broad
market return. Their post event analysis (60-dajoddollowing the surprise event) suggests that
stock return variability is higher following unexgied events and price variability following the
surprise event is larger for unfavorable informatiban favorable news. However, the focus of
this paper is not to examine the relationship betwtde level of surprise and the subsequent stock
market reaction. Instead, this study examines amdpares different hypotheses of investor
behavior (efficient market hypothesis, overreactioypothesis, and uncertain information

hypothesis) on an international level.

Purda (2007) examines bond rating changes andulb&egquent stock market reaction. Using
different financial characteristics of the firmatiave been known to be related to the ratingd,leve
Purda (2007) estimates the probability of a ratthgnge. By incorporating the probability of a
rating change in the analysis, she finds no sigaifi difference between stock price reactions to
anticipated and unanticipated rating changes. T$ems to be no significant association between
the level of unexpectedness and the stock pricgtioea Bredin, Hyde, Nitzsche and O’Reilly

(2009) investigate the stock market response t@rnational monetary policy surprises in the
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United Kingdom (UK) and Germany. By analyzing thgpact of the unexpected changes, they
find that UK monetary policy surprises have a negaeffect in both Germany and UK.
German/Euro area monetary policy changes seenav#orto significant impact for both countries.
For Germany, Andres, Betzer, Van Den Vongard, Hagsmd Theissen (2013) analyze the stock
price reactions to dividend announcements. By miogealividend surprises, they show that the
stock market significantly reacts to the surpriégh@ announcement, but not to the dividend
change per se.

Another related strand of research in the accogtitiarature which received significant attention
is the stock market reaction to earnings surpritBgexpected earnings should provide new
information to investors causing stock market rieast (Datta, & Dhillon, 1993). Early studies
that observe that investors do care about earsngwises are e.g. Ball and Brown (1968) and
Watts (1978). Recent studies are using analystecsts of earnings as proxies for the market
expectation to calculate the unexpected realizgt@Brien, 1988). As anticipated, the literature
shows that positive earnings surprises are inargasiarket value and stock prices of firms with
negative earnings surprises are declining (e.gtoBarGivoly, & Hayn, 2002; Kasznik, &
McNichols, 2002). However, despite the well-docutedmpositive relation, other studies show a
contrarian relationship for surprisingly many firnKinney, Burgstahler, & Martin, 2002;
Johnson, & Zhao, 2012). Hence, the earnings serpriagnitude seems not to be a reliable
indicator for the stock market reaction to earniagaouncements (Kinney et al., 2002). Possible
originators for the unexpected results is ‘noise’the measured earnings surprises and stock
market response (Johnson, & Zhao, 2012).

To investigate the impact of misstatement surposethe reaction of the stock market, a
misstatement disclosure with similar credibilitysh@® be utilized. This is established by using
German enforcement error findings only, becausautid is performed by an outside independent
body (BaFin, 2013). In Germany, a two-tier enforeamsystem screens the compliance of
published financial statements of firms listed be tegulated market (8 37n WpHG (German
Securities Trading Act). In the German enforcensgstem two entities perform this assignment:
the DPR (Deutsche Prifstelle fir Rechnungslegugrman Financial Reporting Enforcement
Panel), and the German  securities regulator BaFirBundesanstalt  fur
Finanzdienstleistungsaufsicht — Federal FinanaigdeBvisory Authority). The DPR is a private
body, which performs investigations on the firstelethrough sampling, following a concrete
indication for a misstatement or if there is a egjurom the BaFin. The BaFin represents the

second level of the German enforcement systenakéist the investigation over in case that the
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accused firm refuses to cooperate with the DPEhafcorrectness of the investigation from the
DPR is in question or if the firm’s management disas with the error finding. In case that a
material erroneous financial statement is uncovdrezlaffected firm is required to disclose the
detection and further substantial information ia ¢éhectronic Federal Gazette and a supra-regional
financial newspaper or an electronic informatiooMuder. The BaFin is also equipped with formal
executive power to enforce the misstatement disckbofBaFin, 2013). Then, these enforcement
releases are available via the electronic Fedeaae@e and contain material misstatements (Hitz,
et al., 2012).

Former literature already provided empirical evickefor negative abnormal returns around the
disclosure of the German enforcement error findiftjz, et al., 2012; Hecker, & Wild, 2012).
Both papers find only marginal stock market peealéind so far, the examined number of German

enforcement error findings is somewhat small.

Based on these previous findings, this study doutes to this strand of literature by analyzing
whether market reactions are influenced by the peetedness of the enforcement release and the
connected misstatement. Hence, this study doegemniby the former results, but examines if the

stock market reaction is influenced by the surpoiséhe new information.

4.3 Theoretical Background on Surprise

Surprise can only exist in the presence of ungdgstaie.g. through missing or unknown
information (ltti & Baldi, 2009). One important thietical framework regarding decision making
under uncertainty is the Bayesian theorem. A Bayedecision maker learns by assimilating new
external information and revising related beli€iom the Bayesian perspective, probabilities are
interpreted as degrees of belief. Hence, this po@@ferred to as Bayesian learning) is a revising
of probabilities in the light of new informatiomansforming prior belief distribution into posterio
belief distribution (Rachev, Hsu, Bagasheva, & Faind2008).

A theoretical model of surprise based on the Bayelieorem was developed by Itti and Baldi
(2009): The prior probability distributionP{M)} ez over hypotheses or mode¥$ in a model
spaceM characterized the background information of arividdal. With each modeM or
hypothesis a likelihood functioR(D|M) is associated. This function expresses how lilely
observatiorD is under the assumption that a specific mddied correct. The effect of obtaining
new dateD on the observer is to transform her/his priorribstion {P(M)} mer into the posterior

distribution {P(M|D)} mewr by applying Bayes’ theorem:
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VM € M, P(M|D) = %P(M) (4.1)

The new dat® is surprising for the observer if the posteriottrsition after obtaining the new
information substantially differs from the priosttibution. If there is no surprise, it does nd¢eff

the individual’'s beliefs. The posterior distributiequals the prior distribution. Quantifying the
distance between the prior and posterior distrdwuis an option to formally measure the surprise
(e.g. via Kullback-Leibler divergence) (Kullbacl939; Itti & Baldi, 2009).

This study applies the quoted theoretical modehéoarea of enforcement of accounting, where
the first disclosure of an enforcement releasatsrpreted as new data which could change the
observer’s beliefs, depending on the prior beliefgure 4.1 shows the timeline of events. A firm
produces inita publicly unknown misstatement, which is detedigé third party (e.g. DPR) in

t>. With the available information the observer idding her/his believes about the firm causing
an accounting misstatement. ¥thie misstatement is disclosed via an enforcens@ase. If the
accounting misstatement was expected by the obsemeze should be no change in the beliefs
and vice versa. Transferred to the stock marké#tgeiinvestors (observer) expected the accounting
misstatement, there should be no significant stoakket reaction ot

In order to assess the level of surprise of an w@gny misstatement, previous literature
contemplates the determinants of erroneous finhstaéements considering enforcement error
findings or restatements (correction of prior pera@counting misstatements). This paper focuses

on measurements which can easily be obtained fimeindial statements or comparable sources.

Figure 4. 1 Timeline of events

New Data
(change of beliefs)
Unknown l
Publicly Misstatement Misstatement
Unknown Detection Disclosure
Misstatement (by third party) (enforcement release)
I I |
| I I
t t t3
I |
I I
Observer building her beliefs Observer has new beliefs

For the US, Richardson, Tuna and Wu (2002) exaithieaisefulness of accounting information

in predicting earnings restatements between 1974l 2002. A primary motive for earnings
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management seems to be the manipulation of extérsalcing costs and the pressure of the
capital market, resulting in an earning restatemelsing firms which have been subject to
enforcement actions by the Securities and Exch@uogemission (SEC) by overstating earnings,
Dechow, Ge, Larson and Sloan (2011) develop a @redi model for SEC Accounting and
Auditing Enforcement Releases. They incorporateuad@uality, firm performance, nonfinancial
and off-balance-sheet measures, and stock/debemaakiables and argue that misstatements are
made to conceal financial problems and to keepga market valuation. Especially accruals
guality has been widely discussed in the misstateiterature (e.g. Dechow, Sloan, & Sweeney,
1995; Dechow, & Dichev, 2002; Larcker, & Richards®®04). Both studies (Dechow et al., 2011;
Richardson et al., 2002) find that accrual qualgyan important indicator of accounting
manipulation. Hence, Investors seem to appear ggbsitive to information conveyed by the size
of accruals. The Management of a firm might usewss to manage accounting information,
eventually causing manipulation of financial infaton (Desai, Krishnamurthy, &
Venkataraman, 2006). Therefore, higher levels ofuads of a firm might be used as an indicator
by the stock market for imminent accounting misstaents. This should decrease the
unexpectedness of an enforcement release and dreréfe negative stock market reaction.
Contrary findings are shown by Richardson et &008). They show that higher total accruals
cause stronger negative stock market reactionsontrast to this paper they do not examine the
surprise effect of an accounting misstatementeltstthey incorporate accruals only.

Regarding German enforcement releases, Ecker, iBr@lsson and Schipper (2013) find for 83
releases, that the firms disclosing an enforcemedaaise have larger absolute total accruals. The
detection of abnormal accruals between firms witheaforcement release and a peer sample

without an enforcement release is more powerfuhbjching the samples with lagged total assets.

Consistent with prior literature on restatemerits, anagement of a financially weak firm with
poor performance and closeness to covenant viaki® more likely to manipulate accounting
information to avoid subsequent penalties thanaritially strong firm (e.g. Kinney, & McDaniel,
1989; Burns, & Kedia, 2006; Richardson, Tuna, & VZ002). Hence, it seems reasonable to
believe, that a management with previous high kwélleverage and insufficient performance
(e.g. return on assets) in the past is more likelylisclose an enforcement release due to a
misstatement. However, the effect might be invensaking the effect ambiguous. Firms with
higher use of debt rely heavily on outside capftading higher financing costs if the misstatement

is revealed (Karpoff, Lee, & Martin, 2008). Addmially, the management of a firm is more likely
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to manipulate accounting information when thera @ecrease in the free cash flow of the firm

over time (Dechow et al., 2011).

Another possible important variable are the IFR@ricial reporting resources. Stronger resources
should prevent accounting misstatements, makingticearrence less likely. However, they are
not observable directly and a proxy needs to berpuarated. Minor resources might exist in
rapidly growing firms with substantial revenue gtbwproviding the proxy (Ernstberger, et al.,
2012). Additionally, aggressive revenue recognitraight also require disputatious financial
reporting, causing more misstatements (Chaney, ipiin, 2002). Altogether, high revenue
growth should induce more errors in the finanoggdarting. Both variables should influence the

expectations of the stock market regarding accogntiisstatements.

Different nonfinancial variables might also be atdeinfluence the surprise of an accounting
misstatement. One important factor is the accogmumality of the firm. In 2005, International
Financial Reporting Standards (IFRS) became mangéto the consolidated accounts of listed
firms by a European Union wide regulation. The gddhis ruling was to improve the quality and
comparability of financial reporting in the Europednion (Verriest, Gaeremynck, & Thornton,
2013). IFRS adoption is deemed as an importantmd@tant of the accounting quality of a firm
(Houge, Van Zijl, Dunstan, Karim, 2012). In Germaaylarge quantity of firms choose to adopt
IFRS voluntarily prior to 2005 (Van Tendeloo, Valastien, 2005). These firms have made the
decision voluntarily to report higher accountingaljty, making it more likely that they have

stronger incentives to improve their financial regpm (Soderstrom & Sun, 2007).

Audit quality should be another important factorinluence the extent to which misstatements
might occur. The effectiveness of auditing showdgehd on the quality of the auditor. High quality
auditors are more likely to uncover dubious accmgnthoices. Hence, misstatements are less
likely in firms with high quality auditors (BeckebDeFond, Jiambalvo, & Subramanya, 1998). In
prior literature it is assumed, that the ‘Big 4'HKIG, PwC, EY and Deloitte & Touche), and in
the German setting the ‘Big 5’ (plus BDO) providgher audit quality and, therefore, reporting
quality (e.g. DeFond, & Jiambalvo, 1991; Beckeralet1998; Ernstberger, Hitz, & Stich, 2012).
Another audit related misstatement indicator migétthe auditor’s opinion. The stock market
might already have expected an accounting missatermthe enforcement release refers to a
financial statement without an unobjectionable watifjed opinion. This might be a cause for a
DPR examination. The subsequent enforcement rete@gtd be missing the surprise for the stock
market, inducing a lower stock price impact (Heckewild, 2012).
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Dechow et al. (2011) propose an abnormal redudidhe number of employees as an additional
nonfinancial measurement for the occurrence ofsstaiement. If the management tries to conceal
bad financial performance, they might reduce thealmer of employees in the firm. This could
improve the firms’ financial status. Additionalliy,the physical assets of the firm are overstated,
the difference between the change in employee bead@nd the change in assets might by a
useful measure of the firms’ economic reality. Ayaive relation between abnormal reduction of
employees and enforcement releases can be exp&hw@fore, an erroneous financial statement
of a firm with characteristics that indicate a hagltounting quality should be less anticipated, not
priced in the firm value, induce a greater surpfeinvestors and cause stronger stock market
reactions on the disclosure of the misstatememnth&ke determinants should be incorporated in
the anticipation measurement model. Taking the ragqis into consideration, | derive the

following hypothesis:

Hypothesis: Higher unexpectedness (surprise) of an accoumtisgtatement induces

stronger negative stock market reactions on thelatigre of the misstatement.

4.4Sample

The DPR enforcement error findings are obtainednfrthe electronic Federal Gazette
(www.bundesanzeiger.de). The examined sample itelinto error findings between January 01,
2005 and December 31, 2014. 210 enforcement endings could be retrieved in this period. To
increase the comparability only IFRS related misst@nts from German firms are included. In
order to eliminate disclosures containing the sansstatement and due to missing data, some of
the enforcement releases had to be excluded. ¥idélY enforcement error findings remain in the
enforcement release sample to be incorporatederatficipation model. Table 4.1 shows the
distribution of the enforcement releases per yé#ine@misstatement. In comparison, Ecker et al.

(2013) examine 83 unique enforcement releases.

To construct a suitable control sample, | matchryewdservation of the enforcement release
sample with an appropriate firm. The BaFin releasiest of firms which are subject to the German
enforcement system. This list provides an ovenaéfirms which could have been reviewed by
the German enforcement system. | use this listm{(fiduly, 2014) to match the firms on the
following characteristics: the matched observatias no enforcement release in the examined
period, it is from the year of the misstatemen, firm applied IFRS in the corresponding period
and it belongs to the same business sector (EIKRBC Business Sector Code). Furthermore, the

control firm is similar in size (using the year-emdrket capitalization).
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Table 4.1Enforcement release distribution

Misstatement Year No. Proportion
2004 2 1,87%
2005 22 20,56%
2006 15 14,02%
2007 12 11,21%
2008 14 13,08%
2009 17 15,89%
2010 10 9,35%
2011 8 7,48%
2012 7 6,54%

Total 107 100,00%

Next, the sample for the event study has beentselem order to obtain the first disclosure of
every enforcement finding, | checked the finanstatements after the publication of the erroneous
statement and before the disclosure on the elactieederal Gazette. Additionally, | checked
LexisNexis for an earlier disclosure of DPR enfoneat error findings. Several characteristics of
the disclosure generate exclusions: Previous disoés without the mentioning of the DPR or the
BaFin were excluded and several error findings vedése excluded from the analysis because of
missing data and unrealistic stock returns duestmp stocks (price < €1). 101 enforcement error

findings remain in the event study sample. Tahkegives a short description of the sample size

and required exclusions.

Table 4.2Description of sample size

Enforcement Releases from 2005 to 2014 210

- Exclusion of subsequent announcements relatdteteame misstatement (-13)

- Exclusion of Non-IFRS misstatements (-25)

- Exclusion of non-German firms (-15)
157

Missing data (-50)

- Previous disclosure (w/o DPR/BaFin) and Missiatpd (-46)

- Penny Stocks (price < 1€) (-10)

Enforcement Release Sample 107

Event Study Sample 101
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4.5Methodology
4.5.1 Anticipation Model

To estimate the firm’s probability to disclose anc@unting misstatement respective an
enforcement release as a function of different filmaracteristics, | compare firms with disclosed
enforcement releases with a matched sample of fisitisout such a disclosure. Conditional

logistic regression is appropriate to analyze medctamples (Hosmer, Lemeshow, & Sturdivant,
2013). Applying the outlined determinants from theoretical section of this study (section 3),
the following conditional logistic regression modkebenerated:

MISSTATEMENT= B; IFRS2005 + B2 BIG5 + Bs AUDITOR + B4 ROA +
Bs LEVERAGE + ps GROWTH + B; EMPLOYEE + (4.2)
Bs FREECK + P9 ACCRUALS + Bio SIZE + &

MISSTATEMENTS an indicator variable that equals one, if firre from the enforcement release
sample, and zero otherwis#:RS2005represents the accounting quality and is an indicat
variable that equals one if firm i applied IFRSdyef2005, and zero otherwiddG5 reflects the
audit quality and is an indicator variable thatemkhe value one if firm i has a ‘Big5’ auditor
(KPMG, PWC, EY, Deloitte & Touche, and BDO) in tiiear of the misstatemem®lUDITOP s

an indicator variable with the value of one if fifrhas not an unqualified auditor opinion without
commentary in the year of the misstatemB@Ais the return on assets for firmLEVERAGHS

the ratio of the total debt to total equity fomfin, andGROWTHIis the growth of revenues over
the year of the misstatement of firmBEMPLOYEEis the percentage change in the number of
employees minus the percentage change in totaisaesdirm i. FREECFis the change in free

cash flow during the misstatement year.

Three different measurements f&WCCRUALSare incorporate, total accrual§GTACQ,
operating accrualsQPACQ and abnormal accrualsABACQ. The first two have been
incorporated in former literature (Richardson, 20D8sai et al. (2006) and are calculated at the

fiscal year end before the misstatement year &sasl(following Desai et al. 2008)-
TOTACC= (NET EARNINGS- CFOA—-CFIA)/(TOTAL ASSETS) 4.3)

OPACC= (NET EARNINGS CFOA)/(TOTAL ASSETS) (4.4)

181 CFOA = Cash flow from operating activities; CFIAGash flow from investing activities.
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The third, abnormal accruals, is based on the camyngsed cross-sectional version of the Jones
model of discretionary accruals (i = firm; t = ypéDeFond & Jiambalvo, 1994; Dechow et al.,
2011):

TOTACG:  _ 1 . P _ARevenues B _ grossPPR . \pacc,

Total Assets 1 Total Assets1 2 Total Assets.1 3 Total Assetg.1 (4.5)

Additionally, the regression model controls BIZE (natural log of total assets). To ensure a
relevant relationship between the covariates apdddpendent variable | perform a purposeful
selection of variables, suggested by Hosmer €@l 3), which should result in the ‘best’ model
to predict accounting misstatements by a firm. THegcribe a seven step method of selecting
variables for a multiple regression model. Stepslta perform univariate analysis of each
independent variable, Step 2 is to evaluate theoitapce of each variable by its statistical
significance and Step 3 is to perform differentresgion analyses and to check the coefficients of
the variables for large changes in magnitude. Bp St variables are identified which make a
relevant contribution in the presence of otheralags, Step 5 demands to examine the selected
variables more closely. In Step 6, interaction@feare analyzed, and Step 7 requires to check the
goodness of fit of the chosen model. However,ighot an automatic system. This method should

be viewed as an additional support to careful amrations and does not replace common sense.

4.5.2 Event Study Model

To examine whether enforcement error findings irdnegative stock market returns the event
study methodology is applied (for more detail, B&eKinlay, 1997). This method measures the
impact of a novel information on the firm value é&stimating abnormal returns on the examined
event. Abnormal returns are retrieved by subtrgdive expected returns of the stock value from
the actual returns. The expected returns are dgstihwadth ordinary least square regression analysis
by using an estimation period before the event wiva] using the market model. This model
relates the daily return of a stock to the dailyine of a market portfolio via regression analysis.
The chosen market portfolio in this paper is theABDperformance index and a [-260] to [-11]
estimation period. To control for delayed investaction and information leakage, several event
windows surrounding the event day [0] are examiriem.detect significant abnormal returns
around the event day, appropriate event study fspéests are calculated: cross sectional t-test,
standardized residual test (Patell, 1976), stammkoidcross-sectional test (Boehmer, Musumeci,
& Poulsen, 1991) and the Corrado rank test (Corra#él89).
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To examine if the market penalty for an accountimgstatement is influenced by the level of

unexpectedness, the following multiple cross-seelioegression analyses is estimated:

(C)AR = Po + P1 PROBABILITY + B2 MAGNITUDE + Bz PROFITDWN
(4.6)
+ Bz REVENUE  + g

(C)AR are the (cumulative) abnormal returns around tre¢ fisclosurePROBABILITYis the
estimated probability of a firm not to misstate ithignancial reporting, retrieved from the
conditional logistic regression analysis (Sectioh.)5 This probability is chosen to reflect the
unexpectedness of an accounting misstatement &seref the probability not to generate a
misstatement = increase of the unexpectednessnukstatement). Additionally, | control for
misstatement characteristics that have been faufariner research (e.g. Palmrose, Richardson,
& Scholz, 2004) to alter the resultdAGNITUDE contains the cumulative profit effect of the
accounting misstatement scaled by market capitalizaneasured as of the fiscal-year end prior
to the disclosure. Enforcement releases involviegenues and enforcement releases with a
negative cumulative effect on profit are incorpedawia indicator variablelREVENUEand
PROFITDWN

Additionally, | calculate relative important weighby performing Johnson’s (2000) relative

weight procedure (Tonidandel & LeBreton, 2011). Mthis empirical method, | can estimate the
contribution of a variable to the prediction of @pendent variable by itself and in combination
with other independent variables (Johnson & LeBre#®04). This method is a useful supplement

to multiple regression analysis (Tonidandel & LeBre 2011).
4.6 Empirical Results
4.6.1 Anticipation Model Univariate Analysis

This section estimates univariate analysis for @adsible covariate for the anticipation regression
model. For categorical variableBIG5, AUDITOP andIFRS200% McNemar’s Test is performed.
This test is appropriate for matched case-contiadlies (McNemar, 1947). The results are
presented in Table 4.3. The results show that tiee no statistically significant (p < 0.1)
difference of audit quality (representedBi5) between the enforcement release sample and the
matched control sample, between IFRS early adofttefsre 2005) and non-early adopters, and

between auditor opinions (unqualified and not utifed opinion).
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Table 4.2 McNemar's Test for categorical
variables

Control
Sample BIG5 NonBIG5 Total
BIG5 37 20 57
NonBIG5 30 20 50
Total 67 40 107
Prob > chi2 0.157
Exact McNemar significance 0.203

Control
Sample IFRS2005 NolFRS2005 Total
IFRS 2005 85 10 95
NoIFRS2005 11 1 12
Total 96 11 107
Prob > chi2 0.827
Exact McNemar significance 1.000

Control
Sample AUDITOP NoAUDITOP Total
AUDITOP 0 3 3
NoAUDITOP 6 98 104
Total 6 101 107
Prob > chi2 0.317
Exact McNemar significance 0.508

Note: *** ** gand * indicate statistical significaze at the 1
percent, 5 percent and 10 percent levels respéctive
Reported p-values are two-sidedariables are defined as
follows: BIG5is an indicator variable that equals one if the
firm has a ‘Big5’ auditor in the misstatement year,
IFRS2005an indicator variable that equals one if the firm
applied IFRS before 2005AUDITOP is an indicator
variable that equals one if the firm has not anuatified
auditor opinion without commentary in the year bét
misstatement.
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For continuous variablesROA LEVERAGE GROWTH, EMPLOYEE, FREECF, TOTACC
OPACCand ABACCas well asSIZB two-sample t-tests and Wilcoxon signed-rank teses
performed. Table 4.4 illustrates the resUREAIs statistically significant for both empiricakts

(p = 0.001), showing that poor firm performanceré@ases the probability of a misstatement.
LEVERAGEandGROWTHare weak statistically significant (p < 0.1) byfdrent tests, indicating
that higher leverage and revenue growth are makaogunting manipulation more likely. All
other variables are statistically insignificant ¥ 0.1). These univariate results should be
considered for the selection of the relevant catas. To ensure that every important variable is
included in the regression model a less traditigigalificance level is to be incorporated (Hosmer
et al. 2013). Every variable whose univariate best a p-value less than 0.3 should be considered
as an important variable for the multiple regress@nalysis.IFRS2005 AUDITOP and
EMPLOYEE, TOTACC, OPAC&s well asABACCare above this threshold (p > 0.3) and they

might be negligible for the anticipation regressiadel.

Table 4.4Results of the paired comparisons of continuousbkes

Sample Sample Control Sample Control
\és' Matched Mean Mean p-value Median Median p-value
ample
ROA -1.552 3.572 0.001*** 2.404 3.966 0.000***
LEVERAGE 322.416 120.964 0.195 61.875 34.917 0.066*
GROWTH 0.282 0.101 0.076* 0.066 0.052 0.355
EMPLOYEE 17.813 27.425 0.787 -1.030 -2.975 0.562
FREECF 1564.195 -53.156 0.344 -31.862 -48.594 0.209
TOTACC 0.005 0.002 0.925 0.018 0.016 0.388
OPACC -0.042 -0.037 0.733 -0.030 -0.030 0.815
ABACC 0.004 0.122 0.610 0.020 0.012 0.991
SIZE 19.012 18.827 0.204 18.845 18.650 0.165

Note: *** ** and * indicate statistical significate at the 1 percent, 5 percent and 10 percentslegspectively (two-
tailed). T-tests are used for means and Wilcoxgnesi-ranks tests are used for medians. Variabkeslefined as
follows: ROAIs the return on assetd;VERAGHS the ratio of the total debt to total equiBROWTHis the growth of
revenues over the year of the misstatemeRPLOYEEis the percentage change in the number of empdoyeeus
the percentage change in total assets in the nasstat yearFREECFis the change in free cash flow during the
misstatement year ar®lZEis the natural log of total asseT¥OTACCare total accrualsNET EARNINGS — CFOA —
CFIA)/ITOTAL ASSET)SOPACCare operating accrualSlET EARNINGS-CFOATOTAL ASSET)SandABACCare
abnormal accruals, residuals of the cross-sectieraion of the Jones model.

4.6.2 Anticipation Model Multiple Regression Analysis

Table 4.5 reveals the results of the conditiongilsiioc regression. Model 1, Model 2 and Model 3
contain all independent variables discussed in@e& (Model 1ITOTACC Model 20PACC
Model 3ABACQ. Three of the examined firm characteristiB§35, ROAandGROWTH have a
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statistically significant impact (p < 0.05) on thecurrence of a misstatement and they follow the
predicted directionlFRS2005, AUDITOPI.LEVERAGE, EMPLOYEB,REECF and the accrual
variables TOTACG OPACC and ABACC are not statistically significant, missing strong
explanatory power. Conducting the purposeful selraf covariates, recommended by Hosmer
et al. (2013), leads to Model 4. This model corgawvery significant variable of Model 1, 2 and 3
(BIG5, ROAandGROWTH and additionally\51ZE The results are almost unchanged except that
SIZEis (weakly) significant (p = 0.080) with a pos#ieffect.

73 of the 107 misstatement firms have a probabili§5 for a misstatement and 71 of the 107
non-misstatement firms have a probability < 0.5&d@nisstatement. Hence, the prediction of 144
(67.29 %) cases is correct (untabulated). In armbstep, the results from Model 4 are used to
estimate the probability of a firm not to generataisstatement for each firm in the enforcement
release sample. This probability is “1 — probapibf a positive outcome (a misstatement)”. It is
incorporated because it reflects the unexpectedsfesmss accounting misstatement (j = number of

groups; t = number of observations per group):

exp(XjeB)

PROBABILITY = 1 — —-2L—
Y1, exp(X )

4.7)

4.6.3 Empirical Results Event Study

Table 4.6 shows descriptive statistics and unit@nasults of the event study analysis for the
enforcement error findings. For the event study@anin=101), | find significantly negative
abnormal returns for a variety of examined evemdaivs. However, the Corrado test statistic
(Corrado, 1989) is not significant. The strongesamstock market penalty is during the event
window [0;3] with cumulative abnormal returns of,22percent. Additionally, following
McWilliams and Siegel (1997) as well as Chen (2@3)enforcement releases were eliminated
because of confounding effects in [-1;1]. The numdfestatistical significant abnormal returns
decreases strongly.

4.6.4 Multiple Regression Analysis

In the following section, | examine the effect afrgrise regarding investor reactions to
misstatements. Table 4.7 presents the resultshiorctoss-sectional regression analysis. The
dependent variable is t{€)ARon the event day [0], over the event window [-1thjee days

around the event window) and [0;2] (event day avmldays after the event).
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Table 4.5Conditional logistic regression analysis to preéictorcement releases

Model 1 Model 2 Model 3 Model 4
Pred. Coeff. p-value Odds Coeff. p-value  Odds Coeff. p-value Odds Coeff. p-value Odds

Firm

Characteristics

IFRS2005 () -0.523 0.165 0.592-0.444 0.204 1.000 -0.454 0.198 0.635

BIG5 () -0.735 0.016** 0.480 -0.742 0.015* 0.476 -0.722 0.018*  0.486 -0.747 0.014**  0.474
AUDITOP (+) 0.016 0.492 1.016 -0.092 0.835 0.913 -0.090 0.545 0.914

ROA () -0.058 0.002*** 0.944 -0.061 0.001*** 0.941 -0.061 0.001*** 0.941 -0.056 0.001*** 0.946
LEVERAGE ? 0.000 0.629 1.0000.000 0.615 1.000 0.000 0.620 1.000

GROWTH (+) 1.167 0.024*  3.214 1.213 0.020* 3.364 1.217 0.017*  3.377 1.098 0.019**  2.999
EMPLOYEE () -0.001 0.146 0.999 -0.001 0.127 0.999 -0.001 0.126 0.999

FREECF () 9.60e-06 0.538 1.0005.36e-06 0.526 1.000 5.05e-06 0.525 1.000

TOTACC (+) 0.107 0.449 1.113

OPACC (+) -1.430 0.835 0.239

ABACC (+) -1.454 0.844 0.234

SIZE ?  0.291 0.110 1.3380.291 0.104 1.338 0.288 0.108 1.333 0.278 0.080* 1.321
n 214 214 214 214

pseudo R2 18,59% 19.20% 19.26% 16,72%

Prob > chi2 0.002*** 0.002*** 0.002*** 0.001***

Max. VIF 1.50 1.51 1.51 1.29

Mean VIF 1.19 1.20 1.20 1.16

Note: This table shows conditional logistic regr@sso estimate the probability that a misstatenant a subsequent enforcement release will octtfiet* and * indicate statistical
significance at the 1 percent, 5 percent and 10gn¢tevels respectively. Reported p-values aresidted when no directional prediction is made, ane-sided otherwis&/ariables are
defined as followsBIG5 is an indicator variable that equals one if thefhas a ‘Big5’ auditor in the misstatement yéBRS2005an indicator variable that equals one if the fapplied
IFRS before 2005AUDITOP s an indicator variable that equals one if tmmfhas not an unqualified auditor opinion withoatrenentary in the year of the misstatemeRDAIs the
return on asset6 EVERAGHS the ratio of the total debt to total equBROWTHis the growth of revenues over the year of thestatsmentEMPLOYEEis the percentage change in
the number of employees minus the percentage changel assets in the misstatement ye®EECFis the change in free cash flow during the misstent year an8IZEis the natural
log of total assetsSTOTACCare total accrualsfET EARNINGS — CFO — CFTOTAL ASSET)SOPACCare operating accrualslET EARNINGS-CFOTOTAL ASSETSaSndABACC
are abnormal accruals, residuals of the crossesettversion of the Jones model.
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The regression results show that no significardti@hship (p > 0.1) between the stock market
reaction and®ROBABILITYfor the analyzed event windows. Therefore, if afoeeement error
finding was not expected by the capital market,ititeiced stock market reaction does not turn
out to be more severe, if an enforcement releades@dosed. This empirical finding contradicts
the hypothesis of this study, that unexpected mtisstents induce stronger negative stock market
reactions. The relative weight analysis ROBABILITYshows that the variable is not an
important predictor, as well. It accounts for 18geat of the explained variance or less and

represents at most the third most important predictr regression in table 4.7.

Table 4.6Results of the event study
Event Study Sample (n=101)

Event Mean Median

Window (C)AR (C)AR Pos:Neg t-Test Patell Z BoehmerCorrado
[0] -0.008 -0.004 43 :58 -2.130*  -1.756* -1.290 -1.271
[0;1] -0.012  -0.005 44 : 57 -2.119*  -1.699* -1.284 -0.738
[-1;1] -0.013  -0.003 42 :59 -1.986**  -1.581* -1.345 -0.524
[0;2] -0.019  -0.009 40 : 61 -2.957** -2.410** -2.060** -1.471
[-2;2] -0.019  -0.009 44 : 57 -2.957** -2.345** -2.338** -1.074
[0;3] -0,022  -0.010 42 : 59 -3.360*** -2.538** -2.367** -1.454
[-3;3] -0,021  -0.012 42 : 59 -2.594** .2 180** -2.372** -1.129
Event Study Sample - w/o confounding effects (n=51)

[O] -0.006 -0.003 21:30 -1.588 -0.591 -0.725 405
[0;1] -0.005 -0.005 21:30 -0.802 -0.576 -0.682 09
[-1;1] -0.004 -0.003 24:27 -0.607 -0.429 -0.591  0.279
[0;2] -0.014  -0.005 19:32 -2.170**  -1.142 -1.386  -0.610
[-2;2] -0.015  0.000 26 : 25 -1.759* -0.976 -1.223  -0.050
[0;3] -0,018 -0.009 20:31-2.677** -1.450 -1.841* -0.460
[-3;3] -0,020 -0.012 20:31-2.161** -1.290 -1.688* -0.330

Note: This table reports the mean and median (catima) abnormal returns for specific event windothg,
relationship between positive and negative (curiuggtabnormal returns, the test statistic of thessr
sectional t-test, the standardized residual tese(PZ), the standardized cross-sectional tesefBwer), and
the Corrado rank test (Corrado). *, **, *** indites significance at the 10 percent, 5 percentlguetrcent
levels, respectively (two-tailed).

Further variables with a significant negative impace the misstatement characteristics
MAGNITUDE PROFITDWNandREVENUE PROFITDWNhas a significant negative effect in

all three regression analysis in table 4.7. Coasistwvith prior research, misstatements with a
negative cumulative profit effect seem to inducgtranger negative stock market reaction. The
MAGNITUDE coefficient is significantly negative in the sanegmression models. Misstatements

disclosing overvalued cumulative profit induce stger negative market reactiomEVENUEs
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only weakly significant (p < 0.1) with a negativaetficient in the first regression model, therefore
lacking strong explanatory power. Relative weigirialysis reveals that especidHiROFITDWN
is an important predictor, accounting for over 45gent of the explained variance in every

regression model.

Table 4.8 represents regression results contréied¢onfounding effects. Only in the second
regression analysiSCAR [-1;1]) is PROBABILITYweakly significant (p = 0.064). Hence, the
results seem to confirm the findings of the regossanalysis for the total event study sample
(table 4.7), that the unexpectedness of an acewyntisstatement is not relevant for the market
reaction. The variablBROFITDWNis the only variable significant in all three regsion analysis
without confounding effects with a negative impdelative weights analysis reveals that this
variable has explanatory power by explaining ov@rpgrcent of the variance in the first and
second regression model and over 40 in model 3té&de 4.8). The sample size decreases to 30
enforcement releases, affecting the explanatoryepaivthe regression resultdAGNITUDEIs

only significant in the first regression analysis.

As a robustness check and to specifically addtessmall sample problem and comparatively
low empirical power, | perform the bootstrap reséngpmethod. This approach is the most
commonly-applied method in empirical research splarse data to improve explanatory power
(Efron & Tibshirani, 1998). The corresponding résakre presented in table 4.9 and 4.10. It reveals
that the findings of the main analysis are almesthanged. They support the findings obtained
without using resampling methods. Additionally, drfprmed the multiple regression analysis
without financial institutions. Because of the figgal crisis in 2007 and 2008 misstatements from
such firms might not be a big surprise for the tpmnarket, inducing weaker stock market

reactions. The results regarding the vari@ROBABILITYare almost unchanged (untabulated).
4.7 Conclusion

In this paper, | examine whether the unexpectedmdsthe disclosure of an accounting
misstatement influences the investor reaction.g8otlie surprise of an accounting misstatement
and its impact on the stock market reaction hasveeh analyzed in the economic literature. This
paper is the first to provide a deeper insight ititis relationship. | develop a simple logistic
regression model of misstatement anticipation toutate a surrogate for the surprise of the
enforcement release. No violation of accountingadads should be expected by firms with high
audit quality and strong firm performance. A higpesbability of an accounting misstatement is
found by rapidly growing firms and bigger firmsfeadting the surprise of an accounting
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Table 4.7Multiple regression of abnormal returns aroundfitst misstatement disclosure

Dependent variable:
(COAR [0] Std. Rank [-1;1] Std. Rank [0;2] Std. Rank

Pred Coeff. p-value  Weight Order Coeff.  p-value Weight Order Coeff. p-value Weight Order

INTERCEPT ? 0.003 0.700 0.001 0.956 -0.013 0.460

PROBABILITY () 0.011 0.775 0.098 3 -0.025 0.303 0.030 4 0.022 0.717 0.180 3
MAGNITUDE (-) -0.086 0.002** 0.348 2 -0.050 0.020** 0.176 3 -0.056 0.025** 0.094 4
PROFITDWN (-) -0.033 0.000*** 0.479 1 -0.028 0.074* 0.451 1 -0.038 0.009***  0.527 1
REVENUE (-) -0.019 0.080* 0.075 4 0.033 0.982 0.344 2 0.035 0.956 0.199 2
n 59 59 59

adj. R? 0.33 0.00 0.12

F-statistic 71.26™** 2.11* 2.71*

Max. VIF 1.48 1.48 1.48

Mean VIF 1.25 1.25 1.25

Note: The OLS regression model analyzes the (cuiaa)aabnormal return ((C)AR) measured on the eyt [0], over the [-1;1] and the [0;2] window. &ii regressions, | use robust
standard errors. *** ** and * indicate statisticgignificance at the 1 percent, 5 percent and 16epe levels respectively. Reported p-values amedided when no directional prediction
is made, and one-sided otherwise. Relative weigalyais is used to determine relative importancights (standardized). Variables are defined as¥t PROBABILITYis the estimated
probability of a firm not to misstate their finaatreporting, retrieved from the conditional logistegression analysiMAGNITUDEcontains the cumulative profit effect of the aaating
misstatement scaled by market capitalization mealsas of the fiscal-year end prior to the disclesBROFITDWNis an indicator variable that equals one if thestEtement had a
negative effect on profit, and 0 otherwise, &EVENUEs an indicator variable that equals one if thiberement release involves revenues.
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Table 4.8Multiple regression of abnormal returns aroundfitst misstatement disclosure — w/o confoundirfgas

Dependent variable:
(COAR [0] Std. Rank [-1;1] Std. Rank [0;2] Std. Rank
Pred. Coeff. p-value  Weight Order Coeff. p-value Weight Order Coeff. p-value Weight Order

INTERCEPT 2 0.004 0.706 0.029 0.170 -0.020 0.414
PROBABILITY () 0.006 0.622 0.052 3 -0.069 0.064* 0.166 3 0.043 0.826  0.206 3
MAGNITUDE () -0.067 0.007** 0.269 2 -0.036  0.144 0.045 4  -0.042 0.225  0.051 4
PROFITDWN () -0.032 0.003** 0.676 1 -0.041  0.026** 0.524 1 -0.040 0.052*  0.443 1
REVENUE () -0.004 0.686 0.002 4  0.037 0.947  0.265 2 0038 0925  0.300 2
n 30 30 30
adj. R2 0.16 0.11 0.17
F-statistic 3.46%* 1.56 2.84%*
Max. VIF 1.43 1.43 1.43
Mean VIF 1.26 1.26 1.26

Note: The OLS regression model analyzes the (cuma)aabnormal return ((C)AR) measured on the ewdayt [0], over the [-1;1] and the [0;2] window. &il regressions, | use robust
standard errors. *** ** gnd * indicate statisticsignificance at the 1 percent, 5 percent and 10ep¢ levels respectively. Reported p-values amedided when no directional prediction is
made, and one-sided otherwise. Relative weightyaisais used to determine relative importance wsigstandardized). Variables are defined as fold®OBABILITYis the estimated
probability of a firm not to misstate their finaatreporting, retrieved from the conditional logistegression analysiJAGNITUDE contains the cumulative profit effect of the aatting
misstatement scaled by market capitalization meaksas of the fiscal-year end prior to the discloesBROFITDWNs an indicator variable that equals one if theststement had a negative
effect on profit, and 0 otherwise, aR€EVENUESs an indicator variable that equals one if thioerement release involves revenues.
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Table 4.9Multiple regression of abnormal returns aroundfitst misstatement disclosure - bootstrap sample
Dependend variable:
(COAR [0] Std. Rank [-1;1] Std. Rank [0;2] Std. Rank

Pred Coeff. p-value  Weight Order Coeff. p-value Weight Order Coeff. p-value  Weight Order

INTERCEPT ? 0.003 0.729 0.001 0.956 -0.013  0.479

PROBABILITY (-) 0.011 0.749 0.098 3 -0.025 0.303 0.030 4 0.022 0.709 0.180 3
MAGNITUDE () -0.086  0.006*** 0.348 2 -0.050 0.076* 0.176 3 -0.056  0.048**  0.094 4
PROFITDWN (-) -0.033  0.000*** 0.479 1 -0.028 0.067* 0.451 1 -0.038  0.008**  0.527 1
REVENUE () -0.019 0.103 0.075 4 0.033 0.968 0.344 2 0.035 0.994 0.199 2
n 59 59 59

adj. R2 0.33 0.00 0.12

Wald chi2 30.65*** 6.02 9.78**

Replications 1,000 1,000 1,000

Note: The OLS regression model analyzes the (cumaa)aabnormal return ((C)AR) measured on the edayt [0], over the [-1;1] and the [0;2] window. &li regressions, | use robust
standard errors. *** ** and * indicate statisticgignificance at the 1 percent, 5 percent and 16ep¢ levels respectively. Reported p-values amedided when no directional prediction
is made, and one-sided otherwise. Relative weigdllyais is used to determine relative importancighis (standardized). Variables are defined asfiat PROBABILITVYis the estimated
probability of a firm not to misstate their finaatreporting, retrieved from the conditional logistegression analysiMAGNITUDEcontains the cumulative profit effect of the aaating
misstatement scaled by market capitalization mealsas of the fiscal-year end prior to the disclesBROFITDWNis an indicator variable that equals one if thestEtement had a
negative effect on profit, and 0 otherwise, &EVENUEs an indicator variable that equals one if thiberement release involves revenues.
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Table 4.10Multiple regression of abnormal returns aroundfifse misstatement disclosure - bootstrap samplto-confounding effects

Dependend variable:
(COAR [0] Std. Rank [-1;1] Std. Rank [0;2] Std. Rank
Pred. Coeff. p-value  Weight Order Coeff. p-value Weight Order Coeff. p-value Weight Order

INTERCEPT 2 0.004 0.746 0.029 0.228 -0.020  0.446
PROBABILITY () 0.006 0.606 0.052 3  -0.069 0.095* 0.166 3 0.043 0.805  0.206 3
MAGNITUDE () -0.067 0.139 0.269 2  -0.036 0373 0.045 4  -0.042 0.307 0.051 4
PROFITDWN () -0.032 0.002*** 0.676 1 -0.041  0.028** 0.524 1 -0.040 0.046** 0.443 1
REVENUE () -0.004 0.801 0.002 4  0.037 0.872  0.265 2 0038 0865  0.300 2
n 30 30 30
adj. R2 0.16 0.11 0.17
Wald chi2 5.00 5.18 8.52*
Replications 1,000 1,000 1,000

Note: The OLS regression model analyzes the (cuma)aabnormal return ((C)AR) measured on the ewdayt [0], over the [-1;1] and the [0;2] window. &il regressions, | use robust
standard errors. *** ** gnd * indicate statisticsignificance at the 1 percent, 5 percent and 10ep¢ levels respectively. Reported p-values amedided when no directional prediction is
made, and one-sided otherwise. Relative weightyaisais used to determine relative importance wsigstandardized). Variables are defined as fold®OBABILITYis the estimated
probability of a firm not to misstate their finaatreporting, retrieved from the conditional logistegression analysiJAGNITUDE contains the cumulative profit effect of the aatting
misstatement scaled by market capitalization meaksas of the fiscal-year end prior to the discloesBROFITDWNs an indicator variable that equals one if theststement had a negative
effect on profit, and 0 otherwise, aR€EVENUESs an indicator variable that equals one if thioerement release involves revenues.
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misstatement. However, the results indicate thatutexpectedness of an accounting misstatement
does not increase the negative reaction of thek staarket regarding the enforcement release,
contradicting the hypothesis of this study. | fouma evidence that not anticipated misstatements
induce stronger stock market penalties. The capiatket might be capable to anticipate such
accounting misstatements nonetheless or deemsaheegligible. The results of the empirical study
reveal that other misstatement attributes such raesgative profit effect and the cumulative profit
effect are more important for the capital markeinftuence the stock market reaction. Additional
possible explanations might be, that only minomoacting misstatements have been incorporated in
the analysis, therefore lacking stock market reastior a substantial number of accounting errors
could induce not a higher but a lower net profitied firm, causing positive stock market reactions

by increasing the net profit after correction.

The results should be mainly of interest for ineestbut for regulators, auditors and every finahci
statement user, as well. First, the analysis d¢idifit, but easily obtainable characteristics aintza
firms for an enforcement helps to expose misstatefivens in the future and improve the function
of the capital market. Second, the reaction ofcdg@tal market to unexpected enforcement releases
has been examined. Based on my findings, that iserpmisstatements are not inducing stronger
negative stock market reactions, investors mighalile to predict misstatements, even if financial

and nonfinancial information are not indicating it.
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5 Do Women on the Board's Audit Committee or on the Gpervisory Board

Impact Accounting Quality? — Empirical evidence fran German listed firms!®2

ABSTRACT: This study examines the impact of the percentdgevamnen on the overall
supervisory board on accounting quality in termthefprobability of future restatements. Since
the verification of the financial statement is aarably specific task of the supervisory board,
we contribute to the previous literature by addisity analyzing separate effects of the
percentage of women on the audit committee (wheaifies the financial statement before the
presentation in the overall supervisory board megtand the percentage of women on the
residual supervisory board. In doing so, we rejesetveral theoretical approaches on the effects
of (gender) diversity on team performance. The eicgli analysis is based on a dataset of
German listed firms between 2005 and 2015. Poalgd tegressions and Random-effects
estimations reveal that women on the audit committave no significant impact on the
probability of a future restatement. Conversely, foudings show that a higher percentage of
women in the overall supervisory board has a sicant positive impact on the probability of
a future restatement indicating lower accountinglityy This effect might be driven by the
percentage of women on the residual supervisorydsiace we also find a significant positive
impact of this subgroup on the probability of auhet restatement. Practical implications are
provided.

Key Words: Accounting Quality, Gender Diversity, Germany, M&ements, Restatements,

Audit Committee, Supervisory Board, Women

JEL Codes: C13, G34, J16, J24, M41, M42

182 Zusammen mit Dr. Katrin Scharfenkamp, Lehrstuhl Aligemeine Betriebswirtschaftslehre, Universitat
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5.1 Motivation

Several studies on the effects of gender divewitygupervisory boards on several outcomes
such as firm performance, assume that the memberswupervisory board contribute equally
to the analyzed supervisory board’s task or outc@forean overview see Post & Byron, 2015
and Kirsch, 2017). In contrast and for reasonsffafiency, different tasks of the supervisory
board are executed by committees in order to enthak topic related specialists of the
supervisory board work on particular tasks andetoee divide labor within the board. These
special committees present their work results er#sidual board members in the (regular)
board meetings. Due to the specificity of differenpervisory board’s tasks and subsequent
outcomes, there is a need to not only analyze tieeteof present women on the overall
supervisory board, but to analyze deeper the gemetltied composition of board committees.
Examples for such tasks respectively committeestla@enomination of executive board
members (nominating committee), or the supervisibthe firm’s financial statement by the

audit committee.

In this study, we focus on accounting quality besgaone of the supervisory board’s tasks is to
verify the firm’s financial statement. Since thésk requires a particular professional expertise
and accounting knowledge, we do not only analyedrtipact of the overall supervisory board
on accounting quality but also investigate the sspeaeffects of the percentage of women on
the audit committee and the percentage of womerthenresidual supervisory boardn
accounting quality. In doing so, we make a firgemipt to control for the assumption that
women on the audit committee might have the reduywefessional expertise and accounting
knowledge and therefore can provide a more fruitfplt to the verification of the financial
statement than women on the residual supervisogrdo@gwith maybe less or even no

accounting knowledge) could do.

By outlining corresponding theoretical approacheshe effects of (gender) diversity in teams
on team performance, our paper investigates fand{tollected sample of German listed firms

(2005-2015) whether women on the overall superyisespectively the audit committee or the

1 Members of the supervisory board, which are nahber of the audit committee, are called ‘residuglesvisory
board members’.

2 Based on the recommendation of the GCGC (2017arding the required specific qualification of audit
committee members, we assume a (self-) selectidbeifer or more specific) qualified women into tedit
committee.
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residual supervisory board have a significant inhmact accounting quality in terms of the

probability of a future restatement.

Our contribution therefore is threefold. First, weovide empirical evidence on theoretical
approaches predicting different impacts of teaneidiy on team outcomes. Second, this is the
first study which analyzes this research questwrGerman listed firms. Third, we contribute
to previous studies by being the first who splieé thercentage of women on the overall
supervisory board into women on the audit comméiggwomen on the residual board. So far,
previous studies only analyzed the effects of eithe overall supervisory board or the audit

committee on accounting quality.

The remainder of our study is as follows: in theosel section, we describe the institutional
background of our analyzed setting. Afterwards aittd special focus on women, we outline
our contribution to the previous literature on tleterminants of accounting quality (section 3).
Thereafter in section 4, an overview of controariieoretical approaches on the effects of
gender diversity in teams on team performance i@septed and discussed. The dataset as well
as the corresponding descriptive statistics andrlaite correlations are described in section 5.
In section 6, we explain our methodology and presen empirical results. Finally, the key
findings and contribution of our study to the poas literature are discussed. In addition,
practical implications, limitations of our studydaprospects for future research are outlined

(section 7).
5.2 Supervisory Boards and Audit Committees in Germanifms

Different countries possess different corporateegoance structures. In contrast to the Anglo-
American shareholder focused corporate governaystera with the one-tier board-system,
the German corporate board system of a publidgdi§irm (Aktiengesellschaft or AG) is two-
tiered, consisting of a management board (Vorstand)a supervisory board (Aufsichtsrat).
Moreover, supervisory boards of German listed firane co-determined meaning that the
directors represent shareholders and employees. nfdieagement board determines the
strategic plan of the firm and represents the foroutsiders. The supervisory board oversees
the management board, appoints their members asdtiseir compensation (Gorton, &
Schmid, 2004).

Besides the supervision of the management boaedadditional task of the supervisory board
(in two-tier systems) is to verify the firm’s finalal statement in order to ensure proper
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accounting quality. The examination of the finahgtatement is usually executed by a

subgroup of the supervisory board: the audit comesit

The establishment of an audit committee is genemtional in Germany. The board of
directors has the possibility to establish an aadinmittee due to 8 107 (3) AktG (Stock
Corporation Act). However, additional regulationaka the formation of an audit committee
guasi mandatory. First, 88 93 and 116 AktG regulaedue diligence of the management and
supervisory board and virtually force them to inmpést an audit committee for larger firms
with considerable board sizes (Huwer, 2008). lnmseeomprehensible that larger firms have

to make use of committees to perform an appropsiapervision (Velte, 2009).

The German Corporate Stock Law (8 107 (3) AktGislide duties of the German audit
committee as the supervision of: 1. the financggdorting process, 2. the effectivity of the
internal control system, 3. the risk managemernesys4. the internal revision system, as well

as 5. the external audit.

Due to the comparably high specificity of this bartommittee’s task, the committee’s
composition might generate benefits due to a high&fiessionalization and a distinct financial
expertise of the committee’s members (Velte, 2008)ditionally, the German Corporate
Governance Codex (GCGC) recommends the chair oatldé committee to have “specific
knowledge and experience in applying accountingigiples” (ibidem: section 5.3.2). In
addition, the chair should be independent. Ther®ispecification in the GCGC referring to

the characteristics of other members of the auditroittee.

We examine the relationship between restatemertsttaa composition of the supervisory
board and especially the audit committee becawsettwo bodies of the corporate governance
system are responsible for the managerial oversifjtite financial reporting (Velte, 2009).
The audit committee is assigned with the assurarficguitable financial reporting quality

(Abbott, Parker, and Presley, 2012). Nevertheldssaudit committee typically reports to the

3 Audit committees originated from the U.S. They am@ndatory for firms listed on an U.S. stock exgasince
2003, inaugurated by the Sarbanes-Oxley-Act (S®X¥jore this act, they have been mandatory for filisted
on the New York Stock Exchange and the AmericariSExchange (Kéhler, 2005). Their main purposeis t
ensure appropriate financial reporting quality &mdnonitor the reporting process (BRC, 1999). Thamier of
an audit committee of a U.S. firm must be indepehdsomply with the financial education requirenseaf the
security exchange the firm is listed and at leastimember has to qualify as an “audit committearfaial expert”
(Deloitte, 2015).

4 Even though there is no regulated quorum of mesjt@econtroversial discussion within the committeeuld
be possible without occupying the entire superyidooard (Buhleier, & Krowas, 2011) since only thedia
committee deeply investigates the financial statemand their results are presented to the res@itedtors in
supervisory board meetings.
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residual supervisory board so that the effectiverméshe audit committee also depends on the
support of the residual supervisory board of doec{Abbott, et al., 2012). Additionally, § 107
(3) AktG (together with 8 171 AktG) specificallyas¢, that the verification of the firm’s
financial statement may not be transferred to aroittee. For these reasons, we analyze the
effects of women on the overall supervisory boardvall as on the audit committee and the

residual supervisory board on accounting quality.
5.3Literature Review

Besides gender economic studies on the effectsoafem on supervisory boards on e.g. firm
performance (for an overview see Post & Byron, 2(Kifsch, 2017), this paper particularly
ties in with previous studies on the presence omwm on supervisory boards and audit

committees and their impact on accounting quality.
Distribution of women among supervisory board cotteas

So far, only few studies investigate the distribatiof women among supervisory board
committees. For supervisory boards in the UnitedeSt(one-tier system), Adams and Ferreira
(2009) find that females serve on significantly entwoard committees than male directors.
Moreover, significantly more women serve on auditnmittees than men. Conversely,
Bozhinov, Koch and Schank (2017) find for a sangbl&erman listed firms (two-tier system,
meaning that the supervisory boards contain botinesiolder and employee representatives)
between 2005 and 2016 that women are underrepegsent the boards’ audit committees
compared to other committees. We contribute ini@ddr to the finding of Bozhinov et al.
(2017) by outlining whether women in audit comnaehave a significant impact on

accounting quality despite their underrepresentatio
Women and Accounting Quality

The current findings on the impact of women on acdmmittees or supervisory boards on the

firms’ accounting quality are inconclusive, so far.
Positive impact of women on accounting quality

For instance, Krishnan and Parsons (2008) showetiraings quality is higher for firms with

higher gender diversity (based on the Catalystusas in senior management, using different

measurements of earnings quality (e.g. conservaikawness, smoothness), which represent

the quality of the accounting information. Examothe U.S. board of director&pbott, et al.

(2012) find that female board presence reducelskitldrood of a restatement resulting in better
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accounting quality. Likewise, Pucheta-Martinez,-Behs and Olcina-Sempere (2016) find that
a higher percentage of female audit committee mesnhereases accounting quality in terms
of a lower probability of a qualified auditor opam due to errors, non-GAAP compliance or
the omission of information. In addition, Chen, Eeshan and Soileau (2015) show that firms
with greater female board representation are lkslylto have internal control weaknesses in
terms of ensuring that the management of a firnvides reliable accounting information.
However, these results are not driven by womerheratidit committee. Moreover, Thiruvadi
and Huang (2011) find that the presence of one woomathe audit committee significantly
improves accounting quality because of a signiicacrease of negative discretionary accruals
(reducing income) which indicates less earningsagament. Srinidhi, Gul and Tsui (2011)
show that earnings management is lower for firnth female supervisory board members or
female audit committee members, using discretionacyuals quality as measurement and via

the meeting or beating earnings benchmarks by fifiihis indicates higher accounting quality.
No significant impact of women on accounting qyalit

In contrast, Sun, Liu and Lan (2011) do not idgné&fsignificant effect of the percentage of
women on the audit committee on the level of dismnary accruals, indicating no significant

effect on accounting quality.
Ambiguous findings on the impact of women on adaogiquality

Another proxy for accounting quality are audit fddere, different interpretations are possible.
Frankel, Johnson and Nelson (2002) argue that higit fees strengthen the auditor’s
economic bond with the client. This increases thesgure to allow earnings management.
However, higher quality audits cause higher awshitf contradicting this view (Huang, Huang,
& Lee, 2014). Effective audit committees may demamate audit effort to achieve a better
accounting quality, leading to better financialagjmg and higher audit fees (Abbott, Parker,
Peters, & Raghunandan, 2003). Still, an effectivditacommittee with strong internal controls
and subsequent high quality financial reporting meauce the assessed risk level by the auditor

and, therefore, implies lower audit fees (lttondiettinen, and Vahamaa, 2010).

Conversely, Ittonen et al. (2010) find a significaagative effect of women as audit committee
chairs on audit fees. Insignificant evidence isvmted by Harjoto, Laksmana and Lee (2015)
who observe no significant effect. Neverthelesstjdta et al. (2015) show that a higher
percentage of female directors on the audit coremituses shorter audit delays. Furthermore,

Aldamen, Hollindale and Ziegelmayer (2016) shovigaificant positive association between

101



women on the audit committee and audit fees. In,sbenresults of previous studies on the
effects of women on audit fees are inconclusiveedmnot allow any interpretation in only one
direction of the observed effects.

Conversely to our study, the presented previoudiesumostly analyze firms in the Anglo-
American one-tier board system with unified manedemnd supervisory responsibilities. In
addition, the presented studies measure accounti@gy by using indirect measurements such
as discretionary accruals or audit fees. We camigitio this strand of literature by using
restatements as an immediate result of an accauntisstatement (meaning errors in the
financial statement) which have not been testalrasre precise measurement for accounting
quality in the German two tier board and committgstem, so far. Additionally, this study is
the first to consider the effect of the percentafjgzomen on the residual board (beside the

percentage of women on the audit committee) onwatoty quality, giving new insights.
5.4 Corresponding Theories

The impact of team diversity on team outcomes hasnbintensively discussed in the
psychological and economic literature. While sorelies provide arguments for a negative
impact of team diversity on team outcomes (sintjamttraction paradigm and social
categorization theories), there is also one appré@source dependence theory) assuming that
team diversity has a positive impact on the teasat®ome. In addition, critical mass theory
assumes a u-shaped impact of diversity on teanomés, meaning that a negative impact of a
certain minority group can be turned into a posiimpact if a team contains a critical mass of
this minority. In the following section, the argume of these approaches are explained in more
detail as well as the implications for our reseayahstions are outlined.

Negative impact of gender diversity on accountinglidy

Following the similarity attraction paradigm of By (1961), Byrne, Clore and Worchel (1966)
or Byrne (1971), a team with homogeneous charatiesiof its members cooperates better
than a team with heterogeneous members. In thiecgsteam-members might prefer more
cooperation with similar characterized teammatesr@ attribute, resulting in less conflicts
and easier teamwork than in teams with highly dieeeam-members. Referring to our research
guestion, predominantly male audit committees pesusory boards are assumed to cooperate
more efficiently than teams which contain men anmdmen. Following this argument, a
significant negative impact of women on the audmmittee or supervisory board on

accounting quality is assumed.
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A comparable argument is provided by social caiegton theory(Tajfel, 1978; Tajfel and
Turner, 1986; Turner, 1987) and social identifieattheory (Hogg, & Abrams, 1988; Turner,
1987) Team performance is influenced by different intespaal processes regarding within-
group communication, cohesion or conflicts. Theserpersonal processes might be influenced
by the aspiration of individuals towards a highdef self-esteem which is influenced by the
social categorization and resulting comparisonriself to others. This social comparison is
determined by socio-demographic characteristiash 13 gender, age, race, status or religion
(Williams, & O’Reilly, 1998) and finally leads tdeseotyping, polarization, and anxiety. For
consequence and empirically evident (Timmermanfpp0nembers of heterogeneous teams
are faced with less individual satisfaction witk tiroup, less within-group communication and
less cooperation, so that a higher level of condiicd maybe also an increased level of turnover
might result (Crocker & Major, 1989; Martin & Shdran, 1983; Williams & O’Reilly, 1998).
Hence and according to the similarity-attractiomapam (Byrne, 1961; Byrne et al., 1966;
Byrne, 1971), social categorization theories assgemeler diverse supervisory boards or audit
committees to have a less efficient teamwork andgative impact on accounting quality.

Positive impact of gender diversity on accountingldy

According to resource-dependence theory (see &ffeP 1972; Pfeffer & Salancik, 1978),

gender diverse supervisory boards might outperfamale supervisory boards due to an
increasing variety of expertise and perspectivase B different gender specific traits (see
Wegge, Roth, Neubach, Schmidth, & Kanfer, 2008% theoretical approach assumes that
gender diverse supervisory boards and audit comesithave more controversial discussions
(see Campbell & Minguez-Vera, 2008) and considaenddferent aspects, resulting in a better
board’s performance (see e.g. Ali, Ng, & Kulik, 20Biggins, 1999; Hillman, Shropshire, &

Cannella, 2007). Hence, gender diverse audit coteesitor supervisory boards might have
more intensive discussions about the audit comeittstatements than male boards might

have, resulting in less future restatements anehatcounting quality.
U-shaped impact of gender diversity on accountinglity

Besides these arguments, Kanter (1977) pointshaititiie direction of impact of a minority in
teams on the team outcome might change with aeasarg number of minority members. In
other words, she outlines that the predominantgmes of male members in a supervisory and
e.g. only one female board member might lead tistared perception of the female director.

This distorted perception of a female director iieplthat she is rather seen as a “token” — a
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representative of her gender — than as a board eremlth valuable resources. Then,
supervisory boards suffer from a negative impadenfale board members on team outcomes
as long as a particular critical number of femad@rd members is not reached. If a critical
number of female board members or even more womermpr@sent, the previous negative
impact of female board members on the supervisoaydoutcomes is assumed to change into
a positive one. This assumption bases on the anguthat previously token women are no
longer perceived as representatives of their gendstead their male board colleagues now
perceive the women’s resources so that they cactafély contribute to the supervisory
board’s outcomes. A u-shaped impact of female sugmaty board members with a critical mass
of three women on e.g. firm performance (Joecks. e2013) or activeness in board discussions
(Schwartz-Ziv, 2017) is empirically evident.

Referring to our scenario, it could be assumedttiet is also a u-shaped effect of women on
accounting quality. Hence, a critical number of &endirectors on the audit committee as well
as on the supervisory board would be necessamale a positive impact of their presence
on accounting quality. Audit committees or supeswysboards with less women than a
necessary critical number of female members migratdower accounting quality than those

supervisory boards which reached this critical ntdsgsomen.

5.5Data and Descriptive Statistics

5.5.1 Dataset

The analyzed sample contains hand collected infooman the composition of the supervisory
board and their audit committee members for Gerimiaus listed on the DAX 30 between 2005
and 2015, always by year end. Moreover, we colteatstatement data from annual reports via
key word search (e.g. restate, error, IAS 8). Tdasls to panel data of a total of 330 firm-years.
Additional financial data was obtained from Thom$oeuters Eikon. The firms of the DAX
30 are chosen for this analysis, because theser rGgoman firms implemented an audit
committee for quite some time. Finally, our samgbasists of 249 observations because of

missing data.
5.5.2 Descriptive Statistics
Dependent variable

To analyze the effects of the board’s and audit madgtee’s functional and gender-related
composition on accounting quality, we focus onrm® restatement indicating that the firm
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corrected an accounting error within the previaunaricial statements. Following Blankley,
Hurtt and MacGregor (2012), the dummy variable UretRestatement’ indicates accounting
errors (misstatements) in previous financial statet:and is coded backwards as 1 for the two
years (t-1, t-2) previous of a disclosed restatanmeyear t, and O otherwise. Table 5.1 presents

an example of this codification:

Table 5.1: Example of Codification of the Variable ‘Future SRatement’

Year Firm Restatement Misstatement
2010 Firm A 0 0
2011 Firm A 0 1
2012 Firm A 0 1
2013 Firm A 1 0
2010 Firm B 0 1
2011 Firm B 0 1
2012 Firm B 1 0
2013 Firm B 0 0

Source: Own compilation

Firm A disclosed a restatement in 2013. Following todification of Blankley et al. (2012),
the variable “Future Restatement” is coded on@drl and 2012. Firm B made a restatement
in the year 2012. Hence, 2010 and 2011 are codedTdrere are two practical reasons for the
choice of this approach. First, the managementiatiss sparsely information in financial
statements about the affected years concerningnikstatement. The financial statements
mostly reveal that the last fiscal year and a mefinéd number of fiscal years in the past are
affected. Second, we follow the statement of Blapldt al. (2012), saying that the length of
the misstatement isof less concern because the presence of any uctetematerial
misstatement is evidence of audit failuresee ibidem: 85). This is also valid for a firm’s

internal audit of the supervisory board and esfligdize audit committee.

In this study, we identify 48 restatements (a dedaoverview about the distribution of
restatements is presented in Table 5.2). While omlg restatement is found in 2005, the

maximum number of 7 restatements is observed i2.201
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Table 5.2: Restatement Distribution by Year

2005 1 2.08%
2006 6 12.50%
2007 6 12.50%
2008 6 12.50%
2009 3 6.25%
2010 3 6.25%
2011 3 6.25%
2012 7 14.58%
2013 6 12.50%
2014 5 10.42%
2015 2 4.17%
Total 48 100%

Source: Own compilation

Explanatory Variable

In this study, we focus on the effect of women lo@ dverall supervisory board as well as on
the audit committee or on the residual supervidmogrd on the probability of a future
restatement as our main explanatory variables.sample contains a mean of 14.61 percent
female directors on board. The minimum percentddemale supervisory board members is
no woman on board and the corresponding maximuat ¥3.75 percent. In contrast, the
average percentage of women on audit committeé®nser with approximately 8 percent.
While having no woman on the audit committee isrthieimum, the maximum percentage of
female members on the audit committee is 50 perednth is 6.25 percentage points higher
than the maximum percentage of female supervisoaydomembers. Moreover, we calculated
the difference between women on the audit commétek the percentage of women on the
residual supervisory board. Then, the average ptxge of women on the supervisory board
who are not members of the audit committee is 1p&ttent, with a minimum of no woman

and at maximum 31.25 percent (see also Table 5.3).

For the analyzed time span of our sample, we furlggregated the average percentage of
women on the overall supervisory board as wellrashe investigated audit committees per
year. Figure 5.1 illustrates the development ofdienparticipation on supervisory boards and
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on audit committees from 2005 to 2618or the overall average percentage of females on
supervisory boards, we observe 11.7 percent oflesma 2005 and a following minimum of
11.23 percent in 2007. Afterwards, the average gmeage of female supervisory board
members increases up to 13.45 percent in 2008 dulinds down to 12.81 percent in 2009.
Like Bozhinov et al. (2017), we observe a strorgease in the average percentage of female
supervisory board members in 2011 up to 15.6 pérddas increase might be caused by the
evolving national discussion on a possible intraidunc of a mandatory gender quota (see
Bozhinov 2017). Moreover, this development might ddso influenced by an additional
recommendation in the German Corporate GovernarasexC from 2010 which advices
supervisory boards to ensure diversity and paditytaking qualified women into account for
the nomination of management board members (sti@s&.1.2, GCGC, 2010). From 2011
to 2013, the average percentage of women in tHgzathsupervisory boards steadily increased

up to approximately 22 percent.

For the average percentage of females in supewismrds, we also observe a decrease from
5.3 percent in 2005 to 4.3 percent in 2007. Howeret conversely to the average overall
percentage of females in supervisory boards, tlerage percentage of females in audit
committees nearly doubled from 4.32 percent in 20p7%0 8.57 percent in 2009. After a
decrease by 0.9 percentage points in 2008, thegegrercentage of female audit committee

members steadily increased up to approximatelyetdemt in 2013.

5 Since we analyze the impact of the percentageoaien on the supervisory boards or audit committextsding
a lag, we do not include the percentage of womesupervisory boards in 2014 or 2015 because itksiown if
a restatement occurred in 2016 or not. Hence dtimng for 2014 and 2015 is unclear. (see codirguoflependent
variable in Table 5.1).
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Figure 5.1: Average percentage of females (per year) on thersigory board and on the audit

committees
25
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0
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Percentage of women on the supervisory boear#= Percentage of women on the audit committee

Source: Own compilation

Controls

Besides the explanatory variables, we control ioee¢ bundles of variables. First, we control
for further characteristics of the audit committ8econd, we control for characteristics of the
analyzed supervisory board. Third, we control fonfrelated characteristics which might also

determine future restatements.

The audit committees in these supervisory boardagorb members on average, with a
minimum of 3 and a maximum of 6 individuals. Sitlbe analyzed supervisory boards are all
co-determined, we control for the percentage of leyge representatives on the audit
committee. In this sample, we observe 45 percanay@rage) of employee representatives on
the audit committee, with at minimum no employg@reésentative or at maximum 50 percent.
In order to control for the intensity of the auddmmittees’ discussions, we control for the
number of audit committee’s meetings. In our samible audit committees had at least one

meeting, on average 5 meetings, and at maximumek2ings.

Regarding the overall analyzed supervisory boavds;ontrol for the board size. In our sample,
the average supervisory board consists of 18 memnbgth a minimum of 6 and a maximum

of 21 individuals.

Finally, we control for two firm related characstits. According to previous literature on

institutional determinants of restatements, we r@mbr the firm’s size (LN total Assets (t-1)).
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As larger firms are subject to closer scrutiny legdto more aggressive accounting
(Richardson, Tuna, & Wu, 2002). Hence, more restatés should be expected (Blankley et
al., 2012). In addition, we control for the prevsdum performance in terms of return on assets
(ROA (t-1)), because of previous studies whichifiéat that worse performing firms have
significantly more restatements than well perforgrfirms (Agrawal, & Chadha, 2008; Collins,
Masli, Reitenga, & Sanchez, 2009).

The descriptive statistics of our sample are sumupeih Table 5.3:

Table 5.3:Descriptive Statistics

Variable Obs. Mean Std. Dev. Min Max
Dummy‘Future Restatement 249 0.289 0.454 0 1

Percentage of Women on the

_ 249 14.613 9.562 0 43.75
Supervisory Board

Percentage of Women on AC 249 8.032 13.459 0 50
Percentage of Women on the
_ . 249 12.205 7.468 0 31.25
Residual Supervisory Board
Size of AC 249 5.008 0.920 3 6

Percentage Employee

Representatives on AC 249 45495 811 0 >0
No. of AC's Meetings 249 5.008 1.706 1 12
Board size 249 17.542 3.525 6 21
LN Total Assets (t-1) 249 24.769 1.500 21.719 28.42
ROA (t-1) 249 3.667 4.361 -10.588 27.067

Source: Own compilation

5.5.3 Bivariate Correlations

In order to avoid distortions of our empirical fings due to multicollinearity of the explanatory
variables and controls, we tested bivariate Peazsoelations. This method seems appropriate
since all of the tested variables are metric. Byt@st, our dependent variable is bivariate and

therefore not included. In Table 5.4, the resultdhe Pearson Correlation Matrix are summed
up.

With respect to our explanatory variables, we oleseéhat the percentage of women on the
supervisory board has a significant positive catreh with the percentage of women on the

audit committee (r=0.618***), the percentage of wamin the residual supervisory board
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(r=0.273***), the size of the audit committee (r204***), the percentage of employee
representatives on the audit committee (r=0.176*#f¢ number of audit committee meetings
(r=0.265***), and firm size (r=0.256***). The sanositive correlations are observed for the
percentage of women on the audit committee anditeeof the audit committee (r=0.255***),
the percentage of employee representatives onuitie @mmittee (r=0.185***), the number
of audit committee’s meetings (r=0.185***), the Ibdasize (0.156**), and firm size
(r=0.301***). Since the percentage of women in thsidual supervisory who do not serve on
the audit committee is the difference of the petage of women in the supervisory board minus
the percentage of women who serve on the audit ¢tteenwe observe a significant negative
correlation (r=-0.346***) with the percentage of men on the audit committee and a
significant positive correlation with board size@r173***).

For our controls, we observe a significant positbegrelation between the size of the audit
committee and the percentage of employee représ@stan the audit committee (r=0.361***)
as well as the board size (r=0.311***). A signifitanegative correlation is shown for the size

of the audit committee and previous firm perfornare-0.157**).

The number of audit committee meetings shows sagmit positive correlations with the board
size (r=0.133**) and firm size (r=0.401***). By cdmast, the number of audit committee

meetings is significant negatively correlated witkvious firm performance (r=-0.296**).

Furthermore, the board size is significant posigiearrelated with firm size (r=0.358***), but
negatively correlated with previous firm performarfc=-0.234***). Finally, firm size and firm
performance are significant negatively correlated -0.490***). Since all coefficients are
below 0.618, we find no indications for multicoliarity. Nevertheless, we calculated Variation
Inflation Factors (VIFs) and provide the maximuratéa for each of our presented estimations

in section 6, indicating no distortions of our fings due to multicollinearity.
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Table 5.4.Bivariate Correlations - Pearson

Variable 1) 2) 3) 4 ®) (6) (7) 8
(1) Percentage of Women on Supervisory Board (SB) 1.000
(2) Percentage of Women on AC 0.618*** 1.000
(3) Percentage of Women on the Residual SB 0.273%%.346*** 1.000
(4) Size of AC 0.264***  0.255%** -0.002 1.000
(5) Percentage Employee Representatives on AC 0.17607185*** 0.115 0.361*** 1.000
(6) No. of AC's Meetings 0.265*** 0.185*** 0.016 0.013 -0.187 1.000
(7) Board size 0.080 0.156**  0.173***  0.311*** 0.314 0.133** 1.000
(8) LN Total Assets (t-1) 0.256*** 0.301*** 0.001 0.112 -0.121 0.401***  0.358*** 1.000
(9) ROA (t-1) -0.114 -0.083 0.031 -0.157** 0.225 -0.296**  -0.23#* -0.490***

Source: Own compilation; Note: *** p<0.01, ** p<0®
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5.6 Methodology & Empirical Results

5.6.1 Methodology

The panel data set of 30 firms between 2005 anfl ROthis analysis requires to use appropriate
empirical models. A common procedure would be dgubogit regression containing every
observed case (firm-year) (see models 1 to 4, Taldg However, this procedure has the
disadvantage not to capture unobserved individetgrbgeneity across firms that causes future

restatements.

Two additional common empirical procedures to aati unobserved heterogeneity in logistic
regression models are the “fixed effects model” #ral “random effects model”. The fixed
effects model controls for unobserved time invarigmaracteristics. A disadvantage of this
procedure is, that it will not perform well with dafor which the time variation per firm is
minimal or for slowly changing variable. In additicthis procedure cannot be used to analyze
the effect of time-invariant independent variabdesthe dependent variable. For example, if
the number of audit committee meetings of a firrmslnot change in the observed period this
information cannot be used in the fixed effect miodibe alternative “random effects model”
has the advantage to estimate the effect of timariant variables and includes firms with
constant dependent variables over time. One disadga is, that not every important variable
might be observable, leading to omitted variabfethe model. According to the performed
Hausman tests, random effects estimations arerpedfander the null hypothesis in our study
(see 5 to 8, Table 5.5).

Our empirical analysis is conducted in four stefsst, we test whether the percentage of
women on the overall supervisory board has an efiethe probability of a future restatement
without controls (see models 1 and 5, Table 5.8co8d, we estimate the effect of the
percentage of women on the overall supervisorydoarthe probability of a future restatement
including controls (models 2 and 6, Table 5.5).rdhwe test whether this relationship is
probably non-linear (models 3 and 7, Table 5.5urtfg we split the percentage of women on
the overall supervisory board. Therefore, we testiinpact of the percentage of women who
sit on the audit committee and the percentage ohevoof the residual supervisory board on

the probability of a future restatement includitigcantrols (models 4 and 8, Table 5.5).

5.6.2 Empirical Results

This section presents the findings of our empiraalyses, which are provided in Table 5.5.
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The estimations of pooled logit and random efféaxyet regression reveal robustly a significant
positive impact of the percentage of women on tigesvisory board on the probability of a
future restatement respectively lower accountingligu This effect even holds when
additional controls are included in the models (eled-3 and 5-7, Table 5.5). The test for a
possible non-linear relationship (models 3 andkVgals a weakly significant inverted u-shaped
relationship in the random effects regression (rhéd&able 5.5). In other words, we find weak
empirical evidence for a firstly positive impacttbe percentage of women on the supervisory
board on the probability of a future restatemendi@ating lower accounting quality), which
changes into a negative impact for all supervidmrgrds with a critical mass of 30 percent or
more women on board (resulting in higher accountinglity). One reason for the weak
significance of this effect could be the fact that analyzed firms did not reach this critical
threshold (on average) for the analyzed time spam 2005 to 2015 (as illustrated in Figure
2). Moreover, this finding is not confirmed by thinilar pooled logit estimation (model 3,
Table 5.5).

Splitting the percentage of women in the overappesuisory board into the percentage of
women on the audit committee and the percentageofen on the residual board shows that
the percentage of women on the audit committeenbasignificant impact on the probability
of a future restatement respectively accountindityugsee models 4 and 8, Table 5.5). By
contrast, the percentage of women on the residyedrsisory board has a significant positive
impact on the probability of a future restatemerdicating lower accounting quality (see
models 4 and 8, Table 5.5). Admittedly, this efisatinly weakly significant in the pooled logit
regression (see model 4, Table 3.5)

With respect to our controls, we find weakly sigraht empirical evidence for a positive effect
of the number of meetings of the audit committegha probability of a future restatement
respectively lower accounting quality (see modedsd 8, Table 5.5). Moreover, we find larger
board size to have a significant negative impacthen probability of a future restatement
resulting in higher accounting quality in modell@alble 5.5). For the firm size, we find a robust
and highly significant positive impact on the prbitigy of a future restatement (see models 2-
4 and 6-8, Table 5.5) indicating that larger firnawve a significantly lower accounting quality.

8 We also tested for possible non-linear effectthefpercentage of women on the audit committeeesidual
supervisory board on accounting quality. Since dendt find any significant non-linear relationssjphe results
are not presented in this paper.
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5.7 Discussion

In this paper, we analyze whether women on theadv&rpervisory board, the audit committee
or the residual supervisory board have a significapact on the firms’ accounting quality.

Therefore, this study refers to several theoretipgroaches which predict different directions
of this effect. While a negative association isdcted by the similarity-attraction-paradigm

(Byrne, 1961; Byrne et al., 1966; Byrne, 1971) #mel social categorization theories (Tajfel
1978; Tajfel and Turner 1986; Turner 1987), a pasiassociation is predicted by resource-
dependence theory (see e.g. Pfeffer, 1972; Pf&ffdalancik, 1978). In addition, a u-shaped
effect of women on board or on the audit commitieeaccounting quality can be predicted
based on the critical mass approach (Kanter, 1Hé&Me the underlying assumption is that a
critical number of women is necessary to changenggative impact (due to their status as

tokens and the resulting disregard of their resgg)rito a positive one.

5.7.1 Key Findings

The first key finding of this study is that the pentage of women on the audit committee has
no robust or significant impact on the number dfife restatements respectively the firm’s
accounting quality. Following this observation, tipender of an audit committee’s member
does not make a difference with respect to accogrguality in terms of the probability of a
future restatement. Consequently, women and meaudit committees do not contribute
significantly differently to the work of the audibommittees. One possible reason for this
finding could be that the qualifications and acdom expertise are equal among men and
women in audit committees so that the gender hasgmificant impact on the probability of a

future restatements.

The second key finding of this study is that thecpatage of women on the overall supervisory
board has a significant positive impact on the pholity of future restatementghich might be
driven by the women who are not members of thetanainmittee since we find a significant
positive impact here, too. This effect can be mteted in two directions: The first argument
could be that due to the higher percentage of womerithe overall as well as residual
supervisory boards more errors in the financiakst@nts are discovered and disclosed due to
more fruitful and critical discussion of the auttiimmittee’s presented results with the residual
supervisory board. The second and contradictoryraegt implies that a higher percentage of

women on the overall or residual supervisory baadicates more undiscovered errors in the
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Table 5.5Empirical Results on the impact of women on theesvisory board or audit committee on accountinglity

(1) Pooled (2) Pooled (3) Pooled (4) Pooled (5) Random (6) Random (7) Random (8) Random
Logit Logit Logit Logit Effects Effects Effects Effects
Prob. future Prob. future Prob. future  Prob. future  Prob. future Prob. future Prob. future Prob. future
restatement  restatement restatement  restatement  restatement restatement restatement restatement
Percentage of Women on SB 0.114*** 0.114%** 0.213* 0.108*** 0.105*** 0.250%**
(0.028) (0.034) (0.100) (0.032) (0.030) (0.086)
Percentage of Women on SB? -0.003 -0.004*
(0.002) (0.002)
Percentage of Women on AC 0.051 0.032
(0.031) (0.027)
Percentage of Women on the 0.034* 0.036***
Residual SB (0.019) (0.013)
Size of AC -0.209 -0.156 0.084 -0.250 -0.165 16.0
(0.339) (0.354) (0.333) (0.336) (0.375) (0.427)
Percentage Employee -0.007 -0.013 -0.005 0.007 0.000 0.001
Representatives on AC (0.030) (0.031) (0.035) (0.036) (0.040) (0.046)
No. of AC's Meetings 0.127 0.145 0.231* 0.156 22 0.284*
(0.111) (0.110) (0.118) (0.144) (0.154) (0.161)
Board size -0.053 -0.069 -0.155** -0.064 -0.089 0.143
(0.073) (0.073) (0.069) (0.084) (0.093) (0.108)
LN Total Assets (t-1) 0.510%** 0.525%** 0.521%** 0.629*** 0.658*** 0.746***
(0.152) (0.153) (0.169) (0.227) (0.242) (0.279)
ROA (t-1) -0.009 -0.006 -0.027 0.017 0.018 0.021
(0.054) (0.055) (0.056) (0.071) (0.074) (0.079)
Year Fixed Effects Incl. Incl. Incl. Incl. Incl. Incl. Incl. Incl.
Constant -2.032*** -12.83*** -13.64*** -14.80*** -2149%** -16.07*** -17.50*** -20.75%**
(0.591) (3.738) (3.967) (4.765) (0.712) (5.690) A83) (7.122)
Observations 249 249 249 249 249 249 249 249
Number of IDs 36 36 36 36 36 36 36 36
Wald-Chi?/Prob>Chi2 47.16%** 59.80*** 60.17*** 63.8*** 18.94** 30.06** 29.35** 24.38*
Pseudo-R?/McFadden R2 0.163 0.257 0.265 0.231 0.232 0.274 0.287 0.279
Max VIF 1.00 1.66 9.60 1.73 1.00 1.66 9.60 1.73
Hausman-Test (Chi?/Prob>Chi?) 1.49/0.997 2.4970 2.82/0.589 0.22/0.896

Note: For all pooled logit regressions (models 1\ provide robust standard errors clustered amfilm-level in parentheses; *** p<0.01, ** p<0.05,p<0.1.
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financial statement due to a maybe less criticeduision and resulting in more restatements in the

future.

5.7.2 Contribution to theoretical approaches

Our empirical findings contribute in various wagsthe outlined theoretical approaches on the impact
of women on supervisory boards or audit committgeaccounting quality (see section 4). Firstly,
we find that the percentage of women on the overgdervisory board have a significant negative
impact on accounting quality. This indicates engailevidence for social-categorization theories and
the similarity-attraction paradigm predicting heiggneous teams to have worse cooperation than
homogenous teams resulting in lower team performahice same theoretical contribution is given
for the percentage of women on the residual superyiboard if we additionally control for the
percentage of women on the audit committee. By reshtand following the contradictory
interpretation of our findings, a higher probalyilbof a future restatement due to an increased
percentage of women on the (residual) supervisogydmight also be caused by more critical and
fruitful discussions of the audit committee’s résplindicating empirical evidence for resource-
dependence theory (see Pfeffer, 1972; Pfeffer &i&ak, 1978).

Moreover, we find weak empirical evidence for Kaistg1977) critical mass theory since this
significant negative impact of women on supervidwogirds on accounting quality might change into
a positive one, once a critical mass of 30 peregmhen on the supervisory board is present. Then,
the boards’ team performance and consequently atogujuality could be improved if 30 percent
or more women bring in their knowledge and pro\itew) resources to the board’s work (according
to the argument of resource-dependence theorRfedier, 1972; Pfeffer & Salancik, 1978).

Since we observe no significant impact of the psiaxge of women on the audit committee on
accounting quality, we do not find empirical eviderior any of these theoretical approaches for this

subgroup of the supervisory board.

5.7.3 Contribution to the previous literature

Our result of no significant effect of the percg@gaof women on the audit committee on the
probability of a future restatementis in line witke finding of Sun et al. (2011). Additionally, we
find a negative effect for the overall as well asidual supervisory board. This finding contraslict
previous literature finding a positive effect ofmven on the board or audit committee and accounting
quality(see e.gKrishnan & Parsons, 200Bucheta-Martinez et al., 20I&iruvadi & Huang, 2011).

One possible explanation is, that the majorityhefdiscussed papers are using alternative proxies f
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accounting quality (e.g. accruals, auditor opimomternal control weakness).One advantage of our
paper towards these papers is that it incorpomatésect result of an accounting misstatement, a
restatement instead of rather indirect measurenwdérascounting quality. The only exception is the

study of Abbott et al. (2012) also analyze restatetsin order to examine the relationship between
women on the board and accounting quality. In @sttro our study, they analyze the U.S. board of
directors and only incorporate a dummy variabléeiag of the proportion of women on the board,

giving no indication whether an increase of femalesence on board has a significant impact on

accounting quality. Furthermore, they do not ineldieimale audit committee presence.

5.7.4 Practical Implications, limitations and prospects br future research

Referring to the introduction of a mandatory gengigota of 30 percent for German listed firms in
2016, our findings provide further but tentativelications and therefore practical and political
implications for the effects of women on superwsloards and especially on audit committees (for
a sample before the quota, 2005-2015). Since vdevieak evidence for an inverted u-shaped effect
of the percentage of women on the overall superyisoard on accounting quality, the introduction
of the mandatory gender quota might help to chahgesmpirically evident negative relationship
(before the quota) into a positive direction fanfs which fulfill it and therefore reach the créic
mass of 30 percent. Moreover, our findings showsigmificant effect of women on the audit
committee indicating that women on this committeendt provide a significant different input to the
committee’s work than men on this committee. Tleisuit could be interpreted as good news for
firms since the members of the audit committee seeegually contribute to the verification of the
financial statement. Moreover, one political imption could be that following this result therenes

need for an additional regulation to regulate thiedgr quota on the supervisory board committees.

However, this study is not without limitations. Témpirical analyses are based on a comparatively
small dataset of the DAX 30 firms so that it cobkla fruitful additional step to enlarge the datase
and replicate our analyses. Since this study irstevhich also considers the effect of the patage

of women on the residual board (beside the pergentd women on the audit committee) on
accounting quality, previous studies which did cahalyze either the overall supervisory board or
the audit committee could be re-estimated by cdimtgofor women outside the audit committee.
More insights on the insignificant impact of won@maudit committees on accounting quality could
be gained by analyzing and comparing the qualiboadf male and female audit committee members

for the analyzed firms in more detail.
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6 Zusammenfassung, Fazit und Ausblick

Nachstehend erfolgt eine Zusammenfassung der isediérbeit gewonnen Ergebnisse mit
abschlieRendem Fazit und einem Ausblick fur didindftige Forschung.

Bereits Im zweiten Kapitel dieser Arbeit wurde amthavorliegender Forschungsergebnisse
verdeutlicht, dass ein bedeutender Zusammenhangchken der Qualitdt der Rechnungslegung,
gemessen mithilfe von Restatements, und den Auspgénm der Corporate Governance Elemente
besteht. Ein ausgepragter und durchdachter relebtliend faktischer Ordnungsrahmen, d.h. ,gute”
Corporate Governance ist in der Lage, eine mangdRethnungslegungsqualitat zu verhindern bzw.
ihr Auftreten abzumildern. Ebenso ist ein solchegst&n eher dazu in der Lage

Rechnungslegungsmangel nach Entstehung aufzudeSkémvachen in diesem Bereich erhdhen
jedoch die Wahrscheinlichkeit, dass es zu Mangelrder Berichterstattung kommt und diese

unentdeckt bleiben. Diese gewonnen Erkenntnissdemeneben weiteren Forschungsergebnissen
genutzt, um in den folgenden drei Kapiteln weiteF@rschungsbedarf zu begrinden und neue

Erkenntnisse zu gewinnen.

Die Studie in Kapitel drei liefert erstmalig einéfinblick in den Kommunikationsprozess der
Unternehmensleitung. Es wird analysiert wie einl&eim der Rechnungslegung erstmalig innerhalb
des faktischen und rechtlichen Rahmens publizied.wierfur wurden Ad-Hoc Meldungen, DPR
Fehlermeldungen des Bundesanzeigers, Unternehnessspnitteilungen und Abschlisse der Jahre
2005 bis 2014 untersucht. Dabei werden mittelsimuttialer logistischer Regression Anhaltspunkte
beobachtet, die andeuten, dass Eigenschaften delnn®egslegungsfehler in die Wahl der
erstmaligen Publikation einflieBen. Zudem wird dReaktion des Eigenkapitalmarktes auf die
jeweilige Fehlerveroffentlichung analysiert. Ubeie dForm der Publikation konnten private
Informationen der Unternehmensleitung an die Kapiaktteilnehmer tbermittelt werden und daher
die Reaktion beeinflussen. Empirische Regressigebaisse zeigen, dass die Kapitalmarktreaktion
von der erstmaligen Publikationsform beeinflusstiwauch z.B. unabhéngig von der Fehlerschwere

(z.B. Effekt auf das Jahresergebnis).

Kapitel vier widmet sich erneut der Reaktion degelakapitalmarktes auf die Veroffentlichung eines
Fehlers in der Rechnungslegung und untersucht migr den Zusammenhang zwischen der
Fehlererwartung durch die Investoren am Eigenkbpéekt und der folgenden Marktreaktion.
Hierbei werden, um eine Vergleichbarkeit zu erndgigdn, allein Fehlerfeststellungen des deutschen
Enforcement Systems betrachtet. Empirische Ergsérasigen, dass gerade von Unternehmen mit
einer héheren Prifungsqualitat durch den Abschiiugsp (Big 4 Wirtschaftsprifer) und guter

118



Unternehmensperformance, Fehler in der Rechnungstegher unerwartet sind. Bei schnell
wachsenden Unternehmen und grol3eren Unternehmemtkkemdagegen eher zu Fehlern in der
Rechnungslegung. Die empirischen Resultate detendarauf hin, dass die negative Reaktion des
Eigenkapitalmarktes nicht von der Fehlererwartuagitflusst wird. Fir weitere Eigenschaften, wie
die Fehlerschwere, wird ein starkerer Einflussgestellt. Entweder sind die wenigsten Fehler fur
den Kapitalmarkt unerwartet, oder die betrachtéehler sind fur die Investoren nicht von grol3er
Bedeutung und andere Eigenschaften werden ehecksariitigt.

In der Studie in Kapitel funf wird der Einfluss vémauen im Prifungsausschuss bzw. Aufsichtsrat
auf Rechnungslegungsfehler untersucht. Ausgehend wemer ausfuhrlichen Darstellung
anknupfender Theorien zu den verschiedenen Wirkighgangen von Geschlechterdiversitat in
Teams auf die Teamleistung, wird der oben besabmelZusammenhang empirisch untersucht. Die
empirische Analyse basiert dabei auf Restatemeamt®AX 30 Unternehmen zwischen 2005 und
2015 und den Zusammensetzungen der Prifungsaussdiris. Aufsichtsrate. Durch die Schatzung
von Random-Effects Regressionen und Pooled-Logir€ssionen wird fir unser Sample deutlich,
dass Frauen in Prufungsausschissen keinen signéikd&influss auf die Wahrscheinlichkeit eines
Rechnungslegungsfehlers haben. Dieses Ergebnistekodarauf hinweisen, dass durch die
vergleichsweise hohe Aufgabenspezifitdt des Pridangschuss und der folglich fachspezifischen
Ausbildung oder Expertise der AusschussmitgliedesdBlechtereffekte keine Rolle spielen, da
Frauen und Manner nicht signifikant verschiedeni&r&ge zur Prifung der Rechnungslegung leisten.
Hingegen finden wir einen signifikant positiven thiiss fur die Prasenz von Frauen im residualen
Aufsichtsrat auf die Wahrscheinlichkeit eines Reotgslegungsfehlers. Dieses Ergebnis kann

sowohl positiv wie negativ interpretiert werden.

Eine wichtig zusammenfassende Erkenntnis dieseeiAikt, dass ein effektiver Ordnungsrahmen
durch Corporate Governance bedeutend zum Funktem@es wirtschaftlichen Handelns beitragt
(Bank for International Settlements, 2015). Die thmchungsfunktion des Corporate Governance
Systems weiter zu entwickeln, ohne jedoch das etigfliche handeln substanziell einzuschranken,
sollte auch weiterhin das zuklnftige Ziel von Vet@&rungen und Weiterentwicklungen dieses
Systems sein. Hierfir leistet diese Arbeit einentrBg, indem sowohl bereits vorliegende

Forschungsergebnisse subsumiert wurden und Regslegingsersteller, die Adressaten, als auch
die Uberwachungsinstitutionen in den durchgefiihr@mdien zur Rechnungslegungsqualitat
Berucksichtigung fanden. Insgesamt zeigen die Rorsgsergebnisse, dass Fehler in der
Rechnungslegung eine hohe Bedeutung fur die beét@chElemente der Corporate Governance
spielen. Denn gerade diese sind geeignet, die nmdbonsfunktion der Berichterstattung
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einzuschranken und somit auch jedwedes wirtscblagtlHandeln. Fehler in der Berichterstattung

zeigen Schwachen im System auf, welche dann zwkeahsnd.

Einschrankend wird an dieser Stelle darauf hingeevie dass die in dieser Arbeit durchgefuhrten
empirischen Studien allein die deutsche Corporatee@ance betrachten. Zuklnftige, hieran
anschlieBende Studien konnten dies auf einer iatierralen Ebene untersuchen, und hier die
Ergebnisse fur unterschiedliche institutionelle Rahbedingungen miteinander vergleichen. Dies
konnte die Erstellung einer ,best practice” Losuig die Struktur und Elemente der Corporate

Governance ermdglichen.
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