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Do Auditors Report Earnings Management?
Dr.Sompong Pornupatham @9 Q@

misstatements to the publi

research is to answer quest

whether they redi

non-Big 4 auditor{( Egings management was
measured by discretionary accruals of
Jones and Ned Jones models and tested

aai listed firms from 1999 to 2004.

ary accruals represent aggressive

anagement. Results showed that
bnary accruals differed among firms with
ent types of auditor opinions (i.e. unqualified,
@ualified, disclaimer, and unqualified with
© explanation). Firms with qualified audit opinion

@ showed the highest and those with disclaimer of

& opinion reported the lowest discretionary

@ accruals. The results suggested firms with

qualified audit opinion had aggressive earnings

@ management and those with disclaimer of opinion

% suffered from negative operating performance.

@ Firms audited by Big 4 auditors had significant
N lower discretionary accruals than those audited
by non-Big 4 auditors for unqualified and

@ ) unqualified with explanation opinions. The results

suggested Big 4 auditors were better than non-
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Big 4 auditors in detecting earnings management

and their ability was reflected in the audit opinion.
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Discretionary Accrual Auditor’'s Report
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