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Nonaudit Service, Audit Tenure and
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Abstract: This study examines whether nonaudit service and auditor
tenure affect audit quality and explores further whether auditor tenure
affects the relationship between nonaudit service and auditor dependence.
Using discretionary accruals as the proxy for audit quality, we find that
nonaudit service has a significantly positive association with the absolute-value
and positive discretionary accruals. This result suggests that material
nonaudit service may impair auditor independence. Besides, we find that
the absolute-value and positive discretionary accruals significantly decrease
as audit tenure extends, and longer auditor tenure mitigates the adverse
effects of nonaudit service on audit quality. Therefore, the results suggest
that longer auditor tenure does not have adverse effects on audit quality;
instead, it constrains the earnings management through discretionary

accruals.
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% 3 ittt

Ry Tk ok ke hew B4
Panel A : 23" &~ (N=2231)
DA 0.000 0.001 -3.158 1.185 0.157
NAS 0.159 0.000 0.000 1.000 0.365
TENU 6.352 6.000 1.000 23.000 3.984
SIZE 6.436 6.375 5.182 8.668 0.574
BIG4 0.773 1.000 0.000 1.000 0.419
CFO 0.072 0.065 -1.423 1.057 0.138
LEV 0.405 0.403 0.025 0.980 0.163
LOSS 0.189 0.000 0.000 1.000 0.392
LDA -0.008 -0.007 -3.158 1.414 0.171
Panel B @ #4418 i 2 2 4 (N=1,121)
DA 0.085 0.050 0.000 1.185 0.112
NAS 0.168 0.000 0.000 1.000 0.374
TENU 6.225 5.000 1.000 23.000 3.973
SIZE 6.456 6.401 5.182 8.668 0.563
BIG4 0.778 1.000 0.000 1.000 0.416
CFO 0.016 0.026 -1.423 0.507 0.126
LEV 0.406 0.409 0.045 0.962 0.156
LOSS 0.139 0.000 0.000 1.000 0.346
LDA 0.004 0.004 -3.158 1.336 0.189
Panel C @ $ M g+t #kc s f 22 (N=1,110)
DA -0.086 -0.052 -3.158 0.000 0.149
NAS 0.149 0.000 0.000 1.000 0.356
TENU 6.480 6.000 1.000 23.000 3.993
SIZE 6.416 6.354 5.182 8.598 0.584
BIG4 0.769 1.000 0.000 1.000 0.422
CFO 0.129 0.109 -0.330 1.057 0.125
LEV 0.405 0.396 0.025 0.980 0.170
LOSS 0.240 0.000 0.000 1.000 0.427
LDA -0.020 -0.018 -1.310 1.414 0.150

DA=%>cA B LR B NAS=m R8> F P R E2g 2 hgix
Gk (AR OpERE AR bl Ao b AR A ES0F A
—‘F,*‘);l{; 1> 2R G 05 TENU=¢ (7 iz s > & 3t 5 SIZE = \ﬂ%ﬁ—"ﬁ};#”
RF ARG B @I A¥Ec BIGA =¥k F o7 Ad Bpe < Ei9ra
K e 10205 05 CFO_“‘%/;E?NIF\,%J‘E‘%H S A 5 LEV= élp wE o R
ﬁﬁ;ﬁ’f'““ A LOSS —m# %8> FoPF FENHES ?jf} - 2R

20 LDA—%FMPi%*}%?wﬂﬁ\#ﬁ@”ﬁi
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|DA| NAS TENU SIZE BIG4 CFO LEV LOSS LDA
|DA| 0.030 -0.038%* 0.024 0.001 -0.574%%% 0.014 0.160%%%  (.154%%%
NAS 0.016 -0.176%%* -0.142%% 0.038* 0.078%%* 0.002 -0.119%%%  0.017
TENU  -0.023* -0.172%%% 0.206%*** 0.006 0.007 -0.040* 0.069%**  -0.017
SIZE 0.016 -0.117%%* 0.251%%% 0.015 -0.038%* 0.221%%% 0.026 0.015
BIG4 0.022 0.038* -0.025 0.033 0.047%* -0.032 -0.020 -0.038%*
CFO  -0.595%*  (,071%** -0.010 0.001 0.033 [0.274%%%  LQ287%FF  _0.066%**
LEV 0.004 0.005 -0.024 0.192%** -0.038* 0.225%** 0.178***  -0.020
LOSS  -0.116%*%  -0.119%** 0.069%** 0.012 -0.020 -0.207%% 0.193%%% -0.044%
LDA 0.109%**  -0.013 -0.003 0.011 0.002 -0.095%** 0.069%**  -0.022

a DA=4 e 18 b b B NAS =¥l AP BBV 2By (CR3y 2t v a2 vl 2 — 1

~

JE‘?LA%‘;‘*Q?{ESOE;MVJJ%)? 1 2R3 O,TENU g‘;*ﬁl{ﬁﬁ’lliﬁi“‘" SIZE—\’“‘FL’IW— ﬁﬂﬁf”“p’&‘ﬁ *Eml iz
B AR BIGA =¥ 2o dd Mp e A9 E PR 10 2R O'CFO*??L;— fﬁﬁu¢ﬁi’f»'1m A S LEV=§ '%LL

S EWE BB UATA LOSS —RBREH - FAPFEATHFEL f AR 10 BRI 01 LDA = Ui AR

itk e
b. &% =7 > % Pearson 4p b fx¥c > & + > % Spearman 4p i ¥ o
C. F ® gk kg kb il 2 10% > 5% % 1% B K o

BECE W N 2-FTELE BN TR SH
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FBAEFFIRBELD 0 F LAY EFY o A gzl (TENU)
oG B R IRAD P ng I Y TR EF MO G 2t
FIIRFANDP o TN AW RB G 0 SFRK (SIZE)~ 2 % g3
PR Aot (BIGA)~ ¥ £ 48 (CFO) % % £:24F (LOSS) + &8
FEP o HT2 0 FHBAFIIRBELG DD B 2P RN (SIZE)
ol s d w x g E AT (BIGA) Bt bliE o FERESE
(CFO) #~ ~ 34§ £:24F (LOSS) ant F it o

% 5 2z Panel B 11 234k A g nd e EE AR
B B A TA S EFd T (P EDERE) LD
2 A BFHRA o BRFRD L EHEFFAPDLT 0 AP R
G¥E (DA PREM 2D EEP e Efha @ o pth o d K
EHp € 3HEF e PR AR 2 F P RAR I B RE MO R € HET IR PR AR IR
PLFFIIRARA B o T H B Rl G 0 D P RHC(SIZE) e §
PR E AT (BIGA)~ F £E4F (LOSS) vl F LR -5 2 0 ¢
PEEHRESNP 0 B AP RK (SIZE) et ~d v % g3 R
“T (BIG4) it i ~ g 4 F £ (LOSS) vt F s o

S RERFLAITRE

% 6 A APRVEFGHEL z’@%ﬂziﬁﬁﬁ?..‘%% d £ 6 7
oo FLEIRIE (NAS) e iclgF a0 (F 1% 28F L) £
TEER R RERET L AL IR VLR E PRy
o BRGSO R o 3 28 ¥ 8 (TENU) ol § (£ 1% 2
ME KB hm G El g E o g dedl O b R i
A %%L%?“r,ﬁ&%t“ by 2B 2RI € 3 T 8P 2 kB (NASXTENU)
SEATF 5 (E 10% 2 BT ) B F § 3407 a0 et 4
AFVRBHEFFET AT ER) -

SRR Ak B R L R N RS
RRET I - R PEFHBCERG A P FRIFDTE (FLLD
PR P B e ) W R A AP AR DE SRS TR L
REGGFFYLFEHTLRT AU RPF R BRI AT
A (Kellogg, 1984; Kinney and Martin, 1994; Francis and Krishnan,
1999) o F]pt v 1A R EPGHE L R ET L fE 2 F BT
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Panel A : & Fh B 2L B3 R 2 £ B s T

7 (N=354) & (N=1,877) G N I -
oy T g d T g P ek T % M-W f 2
|DA| 0.006 0.007 -0.001 -0.001 0.530 1.423
TENU 4773 4.000 6.649 6.000 -11.075%** -8.292%**
SIZE 6.281 6.180 6.466 6.407 -5.275%** -6.702%***
BIG4 0.810 1.000 0.766 1.000 1.911%** 1.814*
CFO 0.095 0.088 0.068 0.062 2.406%** 3,701 %**
LEV 0.407 0.403 0.405 0.403 0.238 0.089
LOSS 0.082 0.000 0.209 0.000 -7.315%%* -5.597***
LDA -0.013 0.001 -0.007 -0.008 -0.368 -0.815
Panel B: £ % d L @ gtz £ B4k <
£ ¥ (N=867) miEd (N=1,364) Bt LR E
%k . vk . ¢ T# 2T M-W & %
|DA| 0.069 0.045 0.096 0.055 -5.593%** -4.269%**
NAS 0.072 0.000 0.214 0.000 -10.041*** -8.953***
SIZE 6.585 6.504 6.342 6.260 9.981*** 10.500%**
BIG4 0.750 1.000 0.791 1.000 -2.481%* -2.517%**
CFO 0.071 0.065 0.073 0.064 -0.319 -0.076
LEV 0.408 0.403 0.404 0.403 0.527 -0.321
LOSS 0.230 0.000 0.162 0.000 3.988%** 4.095%**
LDA -0.010 -0.009 -0.007 -0.007 -0.427 -0.627

a T ak L 40
b. & P ¥ s R RRR A RIS 10% >~ 5% 2 1% ﬁﬂ&ﬁ%?}\ﬁ °

-
£

E

4
Z

&

BRSO N SR RS BN 12T
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26 AFPIRB EPFEIRP ARV EIHELLT

D4, | = &y + a,NAS,, + &, TENU,, + a;NAS,, x TENU,, + a,SIZE,, + a;BIG4,

+a,CFO, + a7LEVit +agLOSS, + ayLDA4, + ¢,

L3 S FY 0% 3 T
b ias ? 0.271 8.867*
NAS + 0.058 3.063%**
TENU - -0.002 -2.902%%
NASXTENU — -0.004 -1.467*
SIZE ? -0.031 -7.163%%%
BIG4 — -0.001 -0.121
CFO — 0 0.51
LEV ? 0.059 2.494%%x*
LOSS + -0.005 -0.781
LDA ? -0.06 -0.811
Adjusted R 0.056 F-statistic 14.593%*x*

a. DA =52 Fid gt il e e NAS =R F 27 R & ?bar” 2FIE
ﬂ%fiiﬁ(?hgzgl;}ﬁ i BN S ,u_» ER & 50 ¥~
b E)EE 1 BRI 05 TENU=§3-fF @) > & i 5 SIZE =2 7 40
PARF ARG | BB f*}»fﬁ;: BIGA =j #2 %8> F = 2 2d Rp » * Fi347
Ak i 1> 2R 05 CFO =% 3 a‘nﬂ%,t % VAT A LEV =f g o
KWL FRUAT A S LOSS }*%&%3}: FRAEFRELS ARG 1’ E3

RIS 05 LDA=% t-1 8 2 5 » F%ﬁfvmi‘Lkii%?Lg‘°
b. #k* 2 %5 L7 1% % 10% & F-KiE -
. FHEB e F opEIHE LKL BRI EERT

Mo RETE- HBFEARR AP RPEES S AR AR
N REAT AR T KA T 25T AR AR L T DR
A% NAS 2 BHATF 2 B (G 1% 2B RE) g 23R A eny
S AT €V EBTRFREL S E X LF PR F“ﬁig
LI “Wv”ﬁﬁf GEE R R B 2R (2003) 1 X 2

T (2006) g ARl Flpt AT G 20 H1 EE L4 o gt oh s g
’Lﬁl YR (TENU) iz BB F 5 f (G2 5% 2 8% k) L33
PRFZE: € 3HEF i 2 3 (NASXTENU) enta g % 5 f (i 10%2
HERE) &2 hni s ik A7 g EDFE > § 1 RE
WER SR a P RHE PR ERBL R Rl E Ry
R AAOER > L F IR P HF %’*H LRBEC] e g
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2244 B (2005) > Chenetal. (2008) =~ 3 3 - 3k o 4%
T TR ERAE > GRIrHERE hERFESNES C FP S
ThE AL H2 HIE@ A o e o R s f i
A > NAS~ TENU ~ NASXTENU 2. 4 BBt 3R 15 L3585 6 » e % 4
ERFREFE SRRk BEEL R )EMLr’;B»IE,mIE,?\ I g ET
HEEF AR G2 MG RO 7ERT T - o 3L L7
i%&ﬁi2“$%ﬁ%ﬁﬁfﬁvwﬁzﬂi§ﬁg M P AR
AT A > HI®pEA S (324552003 ; Kinney and Martin, 1994) -
iR FIRES 6 0 k0 0 P SRR (SIZE) AR ik
SRR 0 RIBEE R AM 5 AR RS A Y
ERBFOLAPM 0 AT XPREY L 0 ST RAIRFIEITR E G
oo BBV FRE (LEV) P & A ki i AY 0 B IR
BEOLAAM A a8 dks f oA DR REF Dl M
%\»fp B f% & 4r5m4 =3 ;ﬁ" HF IS EAA U LE R 'F‘”z' KSR
""" A RE (LOSS) = BHAY - BHEHFDLAAM Hry 2
piﬂ FARFRE S DFEREFRSRLET ZAEEA R TH D
ARSI FEEBPRESERE (CFO) T 1 i
%%ééﬁﬁ*ﬁ’¢m@%%éwao

3
=

Pk ZOB N AT RS EDERE ) AFT FEET A
AR A 1}% (1) d »t4cat fu;““ﬂ’ FILG L REFEL RS R
Big e LAR T 9#EES » A7 H* Winsorize iz > #-%

ﬁ:&ﬁa{tﬁ 5 1% 14 ’Pmﬁ&ﬂ& s #-H B T 5 1% 2 99% 4P ek
B EATR T A LI B RIS R T A 2
FAE PR R E #Wo@+%%NMEIOH3Bﬁ«7
L3 A AR A B B 2202 12 8% P RS

- §3FFRER 223 0R ZET - B HA AL 27 0 p 2002
%eﬁﬁtvwa*ﬁﬂﬂﬁﬁ%“f%%“> w&A%’ﬁﬁ%
LN P FE RS § L E S E: EARE

m P

ToH e }%Hﬁ*?fﬁi&% Eadliz 3 A fd0 o 328 -l 12 1% i"‘]‘ﬁv?(DeFond
and Park, 1999 ) ¥ ¢t 5 0 {8 1% 2 &% & 40 12 Winsorize (Garvey and Milbourn,
20035 F P~ B RE A AR 0 2008) 0 d AT AR e Sk R Bk 2% PRI 2
H_g3pE I B 2R RAR FREHEHBEREES > FRBHEOT S 1% P I,ﬁ%
ﬂgq‘“']“,ﬁ%% A A4 3T HRAPRAR



%7

RPAPRTEADE LA HRAE AR PR EPFEHHP AR TERIBE

|DA,| = oty +a,NAS, +a,TENU, + a;NAS, x TENU, +a,SIZE, + a;BIGA,, + a,CFO, + a,LEV, + a,LOSS, + a,LDA, + ¢,

DA 5 & sk &

DA % § etk A

TR % T & TP B % T &
T ? 0.266 6.879%** ? -0.173 -3.655%%*
NAS + 0.058 3.208%%** — -0.026 -1.002
TENU — -0.002 -1.798** + 0.001 0.937
NASXTENU — -0.005 -1.540% + 0.002 0.58
SIZE ? -0.032 -5 157%x* ? 0.03 4.423% %%
BIG4 — 0.005 0.585 + 0.012 0.899
CFO — 0 -0.315 — -0.518 -6.404% %%
LEV ? 0.07 3.243% % ? -0.088 2. 147%%
LOSS + -0.027 -2.849%*x* — -0.065 -5.657%%*
LDA ? 0.007 0.421 ? 0.102 0.61
Adjusted R’ 0.069 0.075
F-statistic 10.168*** 10.070%**

a BIETEFL 6

b, *#F N FE LT 1% 5% 2 10% BEFE R o

¢ FAL e o p i HERE BRI BB

Ti5 v & 0Ll
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PR ERFLBFETZ RS LA 1 & (nonrandom
sample) ® o %12 1@ % OLS 3+ ¥ i gzi diE o Tr e p RERMER
%?-—(Maddala, 1991) 5 7@ dr ez p NEHE Iﬁ’?—m‘?'»fﬂ » A

% Chaney, Jeter, and Shivakumar (2004) % v ~ RGP &2 3 %

% (2008) 3 o & * Heckman (1979) #7313 FFELid & 5 2h72 8
- RS R E R L RAP R %E:rﬂ%ﬂ"ff*%fiz’
JE *\Q%'ﬁpé‘?—mﬁ/ o (3) o it kT Bl T ENEFFE K

REFEPI AT HEARREZ L FFE 5585% 0 Flpt R T @
LT FELEAFLZTERS > AF R FERLY 2 L5 T
GEPRRBE EATRERFAN R R FRD S EL A
TF(E 1% BF k) BraF FrRLIIRFT AT &R
FEERRR G EBEe P AFEFE o AT T EORELE 0 A%
JR3%(NAS )~ € 377 =8 (TENU) 2 NAS &2 TENU % %38 (NASXTENU )
L R IS ST A 0 £ A E IR E
(4) Kothari et al. (2005) 2. % “f % Modified Jones Model #v » =i Hp &
* ROA ¢t > ¥ 11 rsxfedt Jones Model = 5% k] o 2 4 ke
guﬁip;ywwg%éwwMM&kﬁmAs@ﬁwﬁ’uﬁi
AP AERES P i £ 8 R B EATRTRFA
o REEEHT “$ TR AR DAY o g
RAARFG BT R R B REE 2 BN E (5 &
TR AR R F XD g S 6

ﬂ:&:;-;\l’mfy AEI EX r}:,;O 'a‘—ffr«*{fm\rﬁwwffy AL
w Iﬂ,% TR R S mfi *¥ > NAS &2 TENU DUM % % 3

Wi

L)
)

oy

8 EIE AR 3 q—_;%';‘ rgi‘f’ ‘Lﬁ;ci% %-_M"ﬂ'g’u‘ﬁﬁﬁf—% T?,':‘K‘”%)J‘FF»
R SIE R *mﬁz A AT o ERRR 2GRN
o P45 B o Maddala (1991) 325 A% 2 3B %iE# (Individual choice) >
A ¢ A2 254 fe (nonrandom sample)

’ § - prg? L2 Probit Regression 35 182 P E R L E v - §EPREE A%
_F;J_FR;Z‘ , ® ﬂ? g \&}J&%Fmﬁ;‘zi I}‘]—% ;f—é,;}f‘;f?r']‘i (Qv:’ifﬁ.ﬁ:‘ F %w—"ik-’
RefctE i & BT A ) S b G ?]% (BEFPS ~ 5 - &2 RLFAHFL

P F) S IR (ERER G ) R (2 4 g )
F B % ¥ %3+ Probit Regression 22 Mills & +* & (Inverse Mills Ratio » 2 A #* %
2) F D PEER BT - BB APEERE Mills £t ] (L) 4o xRN (2) L
Bl NFMEAERBEFT DB
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RAFEFD > HREE DRI SR o (6) WA SHEALE
B g PR B LR PRI b 0 B F Mm@ § R
R B s AR PRI B AP TR AR AL EE
B3R AN G YT P R LG RS
EH B FREEFRAL TP A > LB IR (NAS)
% NAS 2 TENU % %78 (NASXTENU) z. ¥t 2R B ¥ (5% & %K
W, 2R R EEH ik AP 0 LFIIRIE (NAS) e
LI PR e NAS 8 TENU R 582 (4 8c% 5 7 B % > 4 7 4p ¥t
CEP G R EW EE 0 0 »'rﬁhjﬁgwg; By 3k S8 B AR DI R
FOEF PRI R HRHGFFET A IR TR -
L BHEEHR

TERDHLLRP o SApF AL ik At n %
ZRFESE S PRI EWH MBI ARY 2 FH TV
PEFPIRGE B gIFE Y LT HENF P ST 0 R 4
T o W BN 2 R B LG RIS § T b L g
EHg e b B2 B T g RE S AE T RS LS
Wﬁ*gﬂﬁﬁﬂ %*ﬂ%?mﬁ-g Wﬁﬂﬁﬁ”“ 2 B

FHEEEFR PIRIFBEGHEZL P A R EF
LAPR o B £ % 2EF PRI W g%fg@geimmﬁ_o AL &
gREEa BHEE L P AP REETRS 80t
FVRBALRHFFTET IR FER ] S EELIFRAPN E
TV AF PRI M g enib b (224 %E 52003 #
W AB T Y 20065 FEE 02005)0 @ & o T RE AF AR T
PEEMFIET (FEREHRA R 02005 FAs R 2005 BIET
B3 "1*& & 02008 ; B @ 2 X > 2009 ; Chen et al., 2008 ; Chi et al.,
2009) > gt tb > AFT T R - ﬁ%ﬂwﬁ“vﬁﬂgﬂﬁ’agwgfﬁ

R-:”Eg;l'-% ozt %"—LPRZ} g Ll ﬁ’{‘ﬁﬁﬁﬁ,ﬁ‘ﬁm }E,zgﬁ‘g_mﬁ _n_ » @ ¥ i‘]’;‘? 4
FAERPRL B KAFPRBLTHE L ST BPR - 2
1’g??*%é’%?g%&%.&ﬁﬁﬂﬁj\ﬁﬁ,;,?,—i i’%‘“%""‘""%ﬁ’#{t
AP @ 2§ R E S T RERF o - L AR IR P

v
REPF TR AT FRANFFTEN AL LEE R
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;"%%'?‘[—;J{"‘.‘. LL@.'%&%,U?’)&»)&% eF ;}g; 2 p ﬁ»}; Rl 2t %%\‘Lp;‘ﬁ,_ﬁ; g%u_
ﬁﬁﬂﬁ%“f

(3 33‘ YR AR EFFDOETRE -
j\Pié‘: ,,% ‘%i
7 gt

R A g*ipFF::rﬂp{@ﬁ'z %;L%yﬁ?#&f#—iggﬁ
- ] e F A AR PR AR ST
WS R HUE S PR L0 R AR
F o ARG PR 2RF PR F PR
RIS AT o Bt AR @ PR ea i A
°—‘:f’?7'13iﬂl%: N R R L i Al
ABR2ZFTELL - R APRIENEITHLIH
B0 Bk €7 e kL B R P
R STRERR DA ST
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54 2 e
FERSFL g s 02003 0 LB PRI RV Rl MBI
EI% s g3 0 ¥ 378 1 1-30 0

REHRA Y 02005 gFFEa P R OW R B MY 0 F
_;;I;% ' %245 % 448 1 103-126 ¢
TUE S RE KA 2008 £t R A R - 1A/
EdpEz 4 e %9551 1 69-104 -
ZREHET 52005 R ALEE R P ETE IR
R FREF 56085 18 12360
BLABEFT P 520060 27 €& PEg Rl 2 BE3
B ? Enron {s L% > € 3535 0 % 43 8 1 27-61 -
B E 020050 A BV RS RGAREIAET O A FE
B> 510%5 528 1 1-23 ¢
FlETHIG 802008 rEhagPeFiBarey o gL
527X % 48 1280
%&Wfﬁi»mw’g%ﬁiﬂ%@ﬂ&ﬁ%%@zﬁ%ﬁ—éﬂ

*bi‘}

2l
PP

FRHY2E 5 FIEHF N 2EF 18 17399
FAER 2005 EPEEDEFERT AL F 65N 2
63-96 -

FRACL ~ SR L F A 02008 P p AERPE GRG0
FoprEF %985 28 1 167-200 ¢
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