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NADIFF; FolA d4w9 #Eoz g o], NAGAAPD;= NADIFF9lA NACONSD:E ek gk NICONSD;=
NIDIFF; oA a2 ¢ HiEo 2 2lgk 2}o]: NIGAAPD;= NIDIFFelA NICONSD;Z 2}7+8h 3t CAR3i~CARTi= AIF R
ol 98] 243 2011 IALE AZAFAE TALES B33 397 (-19~+19), 5LH(-28 ~+2%), 787H(-3¥ ~+3%)
o] FH 274 E; ACONNL/P; = 20119 9 AZAEelolA 20109 9 Aol A3 39 A2 WEds
PASTRET 23713 A79] 4 F712 e g Daydifi = 2011 3AAEe] AZATARE 4717 ©2L (2010 JAGE
ARE 5 AAAE AAANTARY xR ZALAAY 717 - 2011 FAAE THEH F IAAE AZATARTY A FAL
A9 N E 108952 T2 F 094 174419 ME (rank) & #1383k PASTRET;= 2011 IAAE AZAFAE TAL
A -205LEE -6L7A 20097 F4FAE: SIZE = 2011 IAAE B AAZA e AAR T gk MBRi= 2011 374
AL o] A7pEd S AAeAo R i 3 LEV= 2011 JAGE o] dAZFRAS A4z U g
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lo,
o
[As)
[As)
)

dd Ar F8 A AR (3194 (1) 7 (2)o] £3Fd AeE3t

Variables Pit+1 CONNA;; CONNI;¢ IFRS
P 0.7633 0.8065 0.0174
o (0.00) (0.00) (0.34)
0.8468 0.7691 (0.015)
CONNA;
(0.00) (0.00) (0.42)
0.6910 0.6602 -0.0378
CONNT;,
(0.00) (0.00) (0.04)
0.0022 -0.0181 -0.0520
[FRS
(0.90) (0.32) (0.00)
g B: F8 WAL AHIA (3 A4 (3), g4 (3a)o £3hd HFETR] daAAA)
Variable P | KGAAPNA; | KGAAPNT; | NADIFF; | NIDIFF; | NACONSD; | NAGAAPD; | NICONSD; | NIGAAPD;
P 0.8061 0.8863 0.1613 0.3234 -0.0822 0.2991 -0.0216 0.3317
l (0.00) (0.00) (0.02) (0.00) (0.24) (0.00) (0.76) (0.00)
KGAAPNA 0.8753 0.8516 0.2119 0.2968 -0.1255 0.4198 -0.0037 0.2833
"1 (0.00) (0.00) (0.00) (0.00) (0.07) (0.00) (0.96) (0.00)
0.7676 0.7403 0.2252 0.2485 -0.1208 0.3840 -0.0246 0.2637
KGAAPNI;
(0.00) (0.00) (0.00) (0.00) (0.08) (0.00) (0.72) (0.00)
NADIFF 0.1409 0.1475 0.1377 0.3172 0.4095 0.8833 0.1684 0.1296
l (0.04) (0.03) (0.05) (0.00) (0.00) (0.00) (0.015) (0.062)
NIDIFF 0.1733 0.1637 0.0732 0.2088 0.4550 0.1514 0.3879 0.5776
1 (0.01) (0.02) (0.29) (0.00) (0.00) (0.03) (0.000) (0.000)
0.0115 -0.0175 -0.0363 0.4471 0.2255 0.0248 0.4740 -0.0296
NACONSD;
(0.87) (0.80) (0.60) (0.00) (0.00) (0.72) (0.00) (0.67)
NAGAAPD 0.1886 0.2366 0.2051 0.8065 0.1686 0.0440 -0.0396 0.1783
“1(0.01) (0.00) (0.00) (0.00) (0.01) (0.53) (0.57) (0.01)
NICONSD 0.0188 -0.0298 -0.0832 0.1334 0.4578 0.3523 -0.0695 -0.5148
‘ (0.79) (0.67) (0.23) (0.055) (0.000) (0.00) (0.32) (0.00)
0.2739 0.2648 0.1912 0.0777 0.5784 -0.0785 0.2091 -0.2245
NIGAAPD;
(0.00) (0.00) (0.01) (0.264) (0.000) (0.26) (0.00) (0.00)
892 ZABAT Ha4A N3 20154 6%



A C: F8 WEZE ABBA (A4 (4) o) T3HE sz ARBA)
W4 CAR3; | CAR5 | CAR7 | ACONNI/P; | Daydif. | PASTRET; | SIZE; | MBR: LEV;
CARS 0.7375 | 0.6244 0.0558 | 0.0782 | -0.0147 | -0.0107 | -0.0373 | -0.1247
(0.00) | (0.00) (0.28) | (0.13) (0.78) | (0.84) | (0.47) | (0.02)
CARS 0.7190 0.8137 0.1040 | 0.1005 | -0.0058 | -0.0126 | -0.0269 | -0.0781
(0.00) (0.00) (0.04) | (0.05) (0.91) | (0.81) | (0.60) | (0.13)
CART 0.5884 | 0.7859 0.0844 | 0.0836 | -0.1018 | -0.0101 | -0.0613 | -0.0329
(0.00) | (0.00) (0.10) | (0.11) (0.05) | (0.84) | (0.24) | (0.52)
0.0670 | 0.0844 | 0.0471 0.0270 |  0.2414 | -0.0261 | 0.0888 | -0.1669
ACONNTI/P;
(0.19) | (0.10) | (0.36) (0.60) (0.00) | (0.61) | (0.09) | (0.00)
Davdit 0.0830 | 0.1172 | 0.0948 0.0681 -0.0572 | 0.2983 | -0.0640 | -0.1762
0.11) | (0.02) | (0.07) (0.19) (0.27) | (0.00) | (0.22) | (0.00)
PASTRET, -0.0268 | -0.0494 | -0.1512 0.2840 | -0.0724 -0.0495 | 0.1477 | -0.0285
(0.60) | (0.34) | (0.00) (0.00) | (0.16) (0.34) | (0.00) | (0.58)
SUE 0.0103 | 0.0007 | -0.0167 0.0027 | 0.2955 | -0.0101 -0.0407 | 0.1189
(0.84) | (0.99) | (0.75) (0.96) | (0.00) (0.85) (0.43) | (0.02)
\BR. -0.0617 | -0.0480 | -0.0877 0.1159 | -0.0680 |  0.0804 | -0.0752 0.1256
(0.23) | (0.35) | (0.09) (0.02) | (0.19) (0.12) | (0.15) (0.01)
LBV -0.1285 | -0.1102 | -0.0668 -0.1969 | -0.1906 | -0.0275 | 0.1108 | 0.1327
' (0.01) | (0.03) | (0.20) (0.00) | (0.00) (0.60) | (0.03) | (0.01)

1) 9% 39l [FRS= IFRS &4 oI SAAECIE 1, oW 09 ghe 2E gulus: of 99 Wr4dle (& 2) 2. S99
(3a17) & Tl (2lo}wh) A4l

S FHAGE ANEY. g E Ve = A= G A4 2 FF AA$o]
F5E FojE AAIFolH, A5 Avjojt 4R o] k¢ w AAWAE TR UASE |3t
Aol s AdA F7HPis)E CONNAy B ok T8 FE57HP) & 929 fed ne 39
CONNT# =2 <H(+)9] A#HAAE B o]  AAEARE 29 2 AAEo|o 2= frofeh
E 9 ddeaatn £9 ddeolde] s EE ARIAE Holx] gt a8y Ik dAAY)
ol #the 2ls omgth. CONNA9 CONNLy 9] Afoloh #dd 9 A2t 249 39 A2
T S AAHAE Holud, ole 9 dAEA ol 2 ATE fofdt o] JRABAE BTt

Aol Ee 7ol £ AAFodE B A g CollA AZAFAE FAYD AT AFR
on| gtk ol o) A FA2HLYE(CARS;, CARS;

o]} (ACONNI/P;) Atele] 4
g o] F7HP)E KGAAPNA; 2 KGAAPNT; HHAE gt o g fofohA] ¥t} dRtdow =
=Nl A

< o FBAAE Holed, ol IFRS7E #¥FERe] AWATE 24 R B3 £

AAST H44H M3z 20154 62 893



Ae AzbskA] e Aoz wad % 3d7te Ry F#L 0,732 Jepdt}, o)
IFRS &%) # @2&As ddgolold 234
5.2 ABEA o] Z7k9 & <vldit

& ok ().55¢1d "kl IFRS &% & 37t

B LA [FRSEYOE AATA Y a4 A2
Tolde AR aI @ S84 FRAT] Wl HHEL 0.61=F, IFRS &Y & dATAte] A
b IREAE AT EY (F He A1), (1a) F7HEEES S718 Ao 2 Yepdth, 234wy
2 (1h) 2 d=¥E 343 432 2adt 944 (R)AAM 9d&olde F7Ha8 e (R, S A3
A AAoldde] AFFMAHE (RS B 3 AAeaAte FEAEE (Reonn®) e B9E
201089 0.67= 7P v dehta 20139 0.00-0.10019, 20089%E 20109744 24
o 0.782 7P A4 vepdth [FRS =9 A 3 stk 201149 o] Foll= #538] S7hett o= o
Azke) Ry? e o 0.689H W) IFRS £ AeAite] ZEAHHo| [FRS =9 Fol Z71e

(E 4) IFRSEY T% AZ=XMI} oiZF0|oo] ZEMHE ujm”

4
o,

Il
0
I 1
j=s]

%L\’)
=

P, =oay+a; CONNA,;, + o, CONNI;, +¢;, ,

&
ox
%,
Il
=
® Do

(1a)
RZZ R1b2 (1b)

Py = a;)+ a;CONN]M+Eit ,

"
ox,

P = O‘S"' O‘;CONNAM"'GM

Year N a Qg R’ a'l Ria’ (1“1 Riv* ERCONNAQE Reoww®
g g g oA ¢ (B) i ¢ (C) i (A-B) ¢ (AC)

2008 i 452 i 0.3430 i 4.4092 i 0.68 i 6.8336 i 0.62 i 0.6954 i 057 i 0.06i 0.11
L (469) | (5.89) : L 9.13) | L (8.24) |

2009 | 464 | 0.2702 ¢ 4.6055 | 0.70 | 6.4533 i 0.68 ! 0.7669 | 0.61 i 0.02 0.09
P(285) 1 (5.42) i i (10.96) i i (10.37) i

2010 i 511 { -0.0024 | 6.9988 i 0.67 i 6.9815 ¢ 0.67 i 0.6751 1 047 i 0.00{ 0.20
P (-0.03) i (8.02) i P (12.43) | i (10.30) i

2011 1 524 ¢ 0.3129 ¢ 53176 1 0.72 1 74145 068 0.7673 1 0571 004! 0.15
L (449) | (7.26) : L (13.35) | L (10.27) |

2012 | 565 | 0.3536 i 52855 0 0.71 i 8.0613; 0.64: 07041 @ 058 0.07: 0.13
P(3.80) 1 (4.90) ¢ P (12.00) i i (10.60) i

2013 i 552 i 04549 i 51884 i 0.78 i 9.3114{ 067 0.7777 i 069 i 0.10 i 0.09
’ Po(6.25) 1 (55T) P (14.97) | i (13.55) | f 5

8) RE AWM EAIAAL VIFE Ao 815 W9l 10v9e2 Yepdth(Kutner et al. 2004).
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A8 Hung and Subramanyam(2007)
= F 7RI R A ek s AArE STkt
1 ol FAAGE Hhdhe A9E Husty
t}. olo tid] Hung and Subramanyam(2007)
IFRS E¢]o & o]ox|&Ao] 7hasle] AA
S8 FApte] TR HE o] Sk Aelgta +3
stk webd, 2 d4e (E H9 (a" 24 u
Ehd At A2 el SR W
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0.3 Reom/?
0.2
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(E 5) IFRS TS XMS3t GIZERAD} oiZd40(2o| X|&A w5t

P, = ay+ a; CONNA,;, + a, CONNI,, + a, IFRS +a, CONNA,, < IFRS (2)
+a; CONNIL, X IFRS+ay, Year7D+ €4
Variables Predicted Coefficient (t-value)
Intercept +/- 6.7337 (6.61)***
CONNA; + 0.1895  (3.99)***
CONNI;, + 54161  (10.82)**
IFRS +/- -4.0077  (-2.72)***
CONNAy XIFRS | +/- 0.1972  (2.94)***
CONNI XIFRS +/- -0.2481  (-0.34)
Year D Included
F-value 832.09%**
Adj. R? (%) 70.92
N 5 3,068
1) M54l IFRS= IFRS =9 o1% SAQEold 1, ol 09] gke & Hulds: o 29 W5gele (% 2) 2.

***, **, *o ztz} 1%, 5%, 10% & F A ol e-S on|gt

Aol 4

z 78

3 2, 2010 IAA x| st K-GAAPT} t}. g BolA & o] e A3 2 A X

IFRS 9J3] 2 AZ2AFA R} o] &7hesltt. Z2WS] ¥AY sAAe ]+ HA Al

mekA | 2011 SAAE QAFAE DA 9 AR gto] EA4%tE NACONSD; 9 NICONSD;¢] 314
Ase =

1A 2010 IJAAE JdZAFHEE [FRS 75

% 98 ged, ol K-GAAPOIA

o= At Hud 719 T AZAWS WA IFRSE AsiHA AAWS MAC R Q% AF
2 2P A3 71 SAAE7EY Aol gk = A 9 AAEe|] 2L A AAA A G
el FRo] 7Hse 20871 7190] (G 6)9] ¥4 2 "AA @22 9t NAGAAPDE £l 3}
o]t} A e So AFE Holed, ol K-GAAPH
(£ 6)9 3d A9} 9'd B Z51A KGAAPNA;  IFRSZE 3| AIA 27|29 Aol 2 A3 AAEAME
9t KGAAPNI = o8 & AgE Holedl, o] 23 A2 7HX#AdA o] gl&s onl gt £,
£ K-GAAP et 2de AA4eamta A4zl NICONSDiE 98 &9 AlFE Holed, o+
Qo] Felgt ko] ZpA Aol S onlgdtt.  K-GAAPZ IFRSZF AIAM e 7] %9 Aol 2 Qs

AAATAR 2 AAE e
A9 A= NIDIFF;9 3|AA S ol at

AR A Adzeld 2go0] gol AN BAYE IS o
A eRd EEE 0T ol g A3k BU 19S

0) ol&Ag AF7} (F 5)olA Bugh Ane} wheA] AgEE A oint, (F5)¢] A= IFRS E9s AFe 39 7|3t
(E >«] Ade IFRSi %ﬂ%“] HWJO}#

2 SAEH AALIls) L Sl Wik 430 A v
2493} Qasele) 23e0] 2010 AALE F/19 ABIS MLAE 43
2 1 AE) 9 el B4 Sl SIS A oo et
o £ Yoot IFRS 202 &) TgHE 350 B4l 9

ZASHAT H44A M3z 20154 62
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(E 6) dZaAlml dizzole Meanlo| HEQQIH B4

[

P, = B3, + 8, KGAAPNA, + 3, KGAAPNI, + 3, NADIFF, + (3, NIDIFF, +¢,

P, = B, + 8, KGAAPNA, + 8, KGAAPNI, + 3, NACONSD, + 3, NICONSD ;  (3a)
+ B, NAGAAPD, + 3, NIGAAPD, +,
g A: [FRS gl 2 AAANFA R 24 A 7Hxadgd Hsh(5HA2(3))
Variables Predicted Coefficient (t-value)
Intercept | +/- i 5.3852  (4.07)***
KGAAPNA; i + 0.1520  (1.86)*
KGAAPNL, |+ 6.0052  (7.93)***
NADIFF, |  +/- -0.4083  (-1.48)
NIDIFF; +/- 5.8536 (2.28)**
F-value 214.33***
Adj. R* (%) 80.48
N 208
g B: Az AE Y88 7 3A4 HsH(3] A4 (3a))
Variables Predicted Coefficient (t-value)
Intercept | /- i 52514 (4.01) ***
KGAAPNA;, |+ 0.1771 (2.27) **
KGAAPNL, | + 59045  (7.95) ***
NACONSD, |  +/- 0.1293 (0.15)
NICONSD; +/- 2.9761 (1.04)
NAGAAPD; +/- -0.5040  (-1.48)
NIGAAPD; +/- 6.5281 (2.12) **
F-value 144.05%**
Adj. R? (%) 80.57
N : 208
1) Wel 89 KGAAPNA = K-GAAPA] B2 148 /19391 2010 SA9% AL 20114 38 e 49 2ale]

2 U 79 dAeAE KGAAPNI =

AARARE P 79 A2l g ueEels

K-GAAPY we} 249 171949 2010 A= Aol 201149 3
(F2) Fa, ™ e A7 1%, 5%, 10%

11) K-GAAP# K-IFRS9| ztol7} AZA T B 7k ¢
SRR A

(3a)el A7l &
Uehgt,

12) A4 (3)

=

)X E 2010 AADE ARAFAR FALo] %

2010 5174]@5 @QTO]"“’ 2011 AARS] AZAFARE T

u?om 98 2011 AAAE AANTAE BALDo] &3l & %_RQ

= (& 6)ll Bae Az} FAke

898

o

< o83t

B3O
'r‘)%‘a

.EL/\

(& 69
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IFRS =&

2 #%3 0

ET

HEMFHES| S

ot etxez 2l

oA
E

EHMES| ThA| ey st

S|
S

st ME gl HE"

CAR, = 6,4+ 6, ACONNIL | P, + 6, Daydif, + 5, ACONNIL | P, X Daydif, (4)
+0,PASTRET, +6,SIZE, +6; MBR, +6,LEV, +e,
CAR3 CARB CAR7
Variables Predicted Coefficient Coefficient Coefficient
(t-value) (t-value) (t-value)
] 0.0179 0.0097 0.0106
Intercept; + (1.05) (0.45) (0.41)
0.0505 0.0776 0.1307
ACONNIy/P; * (2.07)** (2.50)** (3.51)**
. : 0.0074 0.0164 0.0155
Daydif; +/ (0.94) (1.65) (1.30)
. -0.0900 -0.1002 -0.1933
ACONNLy/PiX Daydif * (-1.95)* -1.71)* (-2.75)**
) -0.0028 -0.0038 -0.0217
PASTRET, (-0.45) (~0.48) (-2.30)**
) -0.0010 -0.0022 -0.0032
SIZE; (-0.48) (~0.82) (-0.97)
-0.0013 -0.0018 -0.0050
MBR * (-0.36) (-0.39) (-0.91)
) -0.0260 -0.0125 0.0016
LEV: (-1.95)* (-0.74) (0.08)
Adj. R? (%) 1.30 1.41 3.37
N 377 377 377
1) 9% gelE (F 2) &L 7, e 242 1%, 5%, 10% A @S omat
ol ML ko] FEXAAA S 7Y £ otk ACONNI/PixDaydifie o3t &9 Al&S
ZANS A BAGo] gtk AL Bud Capkun  HolEd], o]& IFRS EYAES 2011 3AAE9)
et al.(2008) 2 2t 7149 /NE A FA £ AAAFAZ FAIAF] 2010 FAA=S vl ws}
AA ol 2 2 AA A 2 A giE) of ¢ 922 4£E vy dAgo]d tgt Fhut
SAbe 292 Hud AT 9(2013) ¢ A o] 5ol fFeletA Ao ovlet}. dedd = IFRS
et £goR AAARAEY WY TAVIRe] GE5E
(% 7)S IFRS &% & AZAATAE 3A 1?‘@ A% AN F57199] FEF AAY B3 F
@502 QlF AAAFA R JHEHWI} et &719L A9 718 Yo AFA e AEAE
AE AEg 714 29 ASEA A9 EJD} o] olE Y AAANTAEY NS AsA L
(& 7YX ACONNI/PE #98 ko] AGE B T dveE TAEE AR FA, 2005). A
ol&t|, o] H7|t) dAgo]|o] F4E FHES A2 IFRS =4 5 Au7|de Ali-&o] 50%E =
o] Z71S ovjste Ao ® o dXske Ay e w9 R A e 5% A
ZAstdT Hla4H M3E 20154 6 899



(E 8) AZMEHES SAY|et tHEo=2 olet MEanlo| wEo| ARy 24V

CAR; = §,+ 6, ACONNIL | P, + 6, Daydif, + 6, A CONNL [ P. X Daydif; 4)
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Changes in Value Relevance of Consolidated Financial
Statements around IFRS Adoption

Moonchul Kim* - Youngsoon S. Cheon™ - Sunghee Ahn*** - Seung-hyun Ha

Abstract

The Korean government adopted International Financial Reporting Standards (IFRS) for all
companies listed on the Korean Exchange for fiscal years starting after January 1, 2011. This
change in accounting systems is likely to have impact on value relevance of consolidated financial
statements, since many requirements in [FRS differ from those in the previous Korean accounting
system (hereafter K-GAAP). Before IFRS adoption, the parent’s separate (hereafter ‘separate’)
financial statements were primary financial statements and consolidated financial statements
were ancillary to separate financial statements. In contrast, IFRS requires firms to prepare
consolidated financial statements as primary financial statements. As consolidated financial
statements replace separate financial statements, importance and usage of consolidated financial
statements for firm valuation are expected to increase.

Furthermore, consolidated financial statements in IFRS are likely to provide information that
is different from those in K-GAAP. First, investments in subsidiaries on separate financial
statements were accounted for by the full equity method in K-GAAP, whereby producing
one-line consolidation in separate financial statements. Moreover, separate financial statements
preceding consolidated financial statements preempted information in consolidated financial
statements under the K-GAAP regime. Contrarily, investments in subsidiaries on separate
financial statements are accounted for by the cost or fair value method in IFRS, implying that

separate financial statements no longer show one-line consolidation. Also, consolidated financial
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statements are disclosed at the same time as separate financial statements under the IFRS
regime, indicating that separate financial statements no longer preempt consolidated financial
statements. These suggest that informativeness of consolidated financial statements will increase
after mandatory adoption of IFRS. Second, different definitions of control between K-GAAP and
IFRS will lead to changes in the scope of consolidated entities, which in turn will result in
changes in value relevance of consolidated financial statements. Third, there are many differences
in accounting policies between K-GAAP and IFRS and such differences will cause changes in
informativeness of consolidated financial statements. Finally, statutory disclosure deadline for
consolidated financial statements is shortened by 30 days after IFRS adoption for firms with
total assets of less than 2 trillion won. The effect of the reduction of statutory disclosure
deadline on consolidated financial statements is twofold. The improvement in timeliness will
lead to an increase in informativeness of consolidated financial statements. On the other hand,
the preparation of consolidated financial statements and external audit must be done in shorter
time, which, in turn, may undermine quality of consolidated financial statements.

Taken together, various factors are likely to affect value relevance of consolidated financial
statements. Thus, this study examines whether these factors indeed result in changes in value
relevance of consolidated financial statements after IFRS adoption. Specifically, this paper
investigates whether the overall value relevance of consolidated financial statements increases
after adoption of IFRS. Then, this study further examines changes in respective value relevance
of consolidated net assets and of consolidated net income. Also, this study identifies factors
that are likely to bring about changes in informativeness of consolidated financial statements
and examine their impacts. The factors are difference in the definition of control, differences in
accounting standards between K-GAAP and IFRS, and the shortened statutory disclosure
deadline for consolidated financial statements.

Our sample firms are listed companies that disclose consolidated financial statements during
2008-2013 and the final sample is 3,068 firms-years. The results reveal that there is no
change in the joint value relevance of consolidated net assets and consolidated net income after
IFRS adoption. However, value relevance of consolidated net assets alone improves after IFRS
adoption, while there is no change in value relevance of consolidated net income. This indicates
that revaluation of assets at fair value in IFRS provides more value-relevant information. We
also find that net income adjustments due to differences in accounting policies between
K-GAAP and IFRS has a significantly positive association with market value. This suggests

that income statement items which are recognized only in IFRS, but not in K-GAAP, are value
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relevant. Lastly, the results show that the reduction of the disclosure period after IFRS
adoption has a significantly negative association with stock price reactions to the disclosure of
consolidated financial statements. Furthermore, this negative association driven by KOSDAQ
firms reflects the market perception that the curtailment of statutory disclosure deadline hurts
the credibility of consolidated financial statements for KOSDAQ firms which are likely to be
ill-prepared for IFRS adoption.

The contributions of this paper are as follows. First, this study contributes to the literature
by examining changes in the joint value relevance and respective value relevance of consolidated
net assets and consolidated net income. Second, this paper expands the literature by investigating
factors that are likely to affect value relevance of consolidated financial statements. This paper
is the first study that empirically examines specific factors affecting value relevance of consolidated

financial statements.

Key words: International Financial Reporting Standards(IFRS), Consolidated financial

statements, Value relevance, Curtailment of Statutory Disclosure Period
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