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Abstract

Purpose: The stock price delay phenomenon refers to a phenomenon in which stock prices do not immediately reflect corporate
information and the reflection is delayed. A prior study reported that the stock price delay phenomenon appears strongly when the
quality of corporate information is low (Callen, Khan, & Lu, 2013). The purpose of the internal accounting control system is to improve
the reliability of accounting information. Specifically, the more professionals such as certified public accountants are placed in the
internal accounting control system, the more information is prevented from being distorted, so the occurrence of stock price delay will
decrease. Research design, data and methodology: In this study, companies listed on the securities market from 2012 to 2016 were
selected as a sample to analyze whether the stock price delay phenomenon is alleviated as accounting experts are assigned to the internal
accounting control system. The internal control personnel data were collected in the “Internal Accounting Control System Operation
Report” attached to the business report of each company of the Financial Supervisory Service's Electronic Disclosure System (DART).
The measurement method of the stock price delay phenomenon was referred to the study of Hou and Moskowitz (2005). The final
sample used in the study is 2,641 firm-years. Results: It was found that companies with certified accountants in the internal accounting
control system alleviate the stock price delay phenomenon. This result can be interpreted as increasing the speed at which corporate
information is reflected in the stock price by improving the reliability of information disclosed in the market by the placement of experts
in the system. Conclusions: The results of this study suggest that accounting professionals assigned to the internal accounting control
system are playing a positive role in providing high-quality information to the market. In this study, focusing on the fact that the speed
at which corporate information is reflected in the stock price is very important for the stakeholders in the capital market, we find that
having a certified public accountant in the internal accounting control system alleviates the stock price delay phenomenon.

Keywords : Internal Control Personnel, Accounting Professional, Certified Public Accountant, The Quality of Accounting Information, Stock
Price Delay

JEL Classification Code : D52, G30, M41
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# The table below shows the disclosure of Kumho Petrochemical on internal
control personnel for the fiscal year ending December 31, 2006. The information
is included in the Report on the Operation of Internal Control System that is a

part of the firm’s annual report.

Average
Total Ic Raio of CPAs | Experience of
Department CPAs(B)
Employees Personnel(A) (B/Ax100) IC Personnel
(in month)
Audit
3 1 1 100 36
(Commuittee)
Board of
B 8 2 1 50 36
Directors.
Accounting 10 3 - 0 48
Finance 7 3 - 0 33
Information
Technology 25 3 - [ 55
and Systems

Others 9 4 1 25 56

Figure 1: The Presence of Certified Public Accountants
in Internal Accounting Control Division
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Table 1: Variable Definitions

Variable Definition
DELAY = the value of stock price delay phenomenon
by Hou and Moskowitz (2005)
=1, if a firm has a CPA in the accounting
IC_CPA )
- control system, and 0 otherwise
SIZE = the logarithm of market value
LEV = the ratio of the total debt to total assets
MB = the ratio of the book value to market value
of equity
ROA = the ratio of the net income to total assets
DTURN | = the_ average of monthly stock trade turnover
ratio
SIGMA = the standard deviation of firm-specific
weekly return
RET = the average firm-specific weekly
return multiplied by 100
it = firm, year
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Table2: Sample Selection
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Variable

N

Mean

Standard
Deviation

Minimum

Median

Maximum

DELAY

2,641

0.665

0.266

0.015

0.705

1.000

IC_CPA

2,641

0.266

0.442

0.000

0.000

1.000

SIZE

2,641

26.256

1.629

23.505

25.937

30.807

LEV

2,641

0.414

0.215

0.019

0.410

0.949

MB

2,641

1.332

1.264

0.200

0.954

7.797

ROA

2,641

0.016

0.081

-0.405

0.024

0.215

SIGMA

2,641

0.051

0.024

0.017

0.046

0.146

RET

2,641

-0.159

0.178

-1.086

-0.102

-0.014

DTURN

2,641

0.084

1.924

-8.577

-0.001

11.626

Sample Selection Process Num.of Firms
Firm-Year S_amples fro_m KOSPI Listed Firms 3.945
During the Period 2012-2016 '
(Less) Non-December Firm-Year Samples (510)
(Less) Financial Service Firm-Year Samples (290)

(Less) Firm-Year Samples with not
Financial Data (504)
and with Insufficient Data in Stock Data

Final Sample Size Used for Analysis 2,641
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S5 F710| It ggElE $27F SaTickE Al AT (Hou HE3dld 2HE Qlotuxt sRCt VIFGE #m= i, 2
and Moskowitz, 2005)2| 21kt LX|BiCE, M=0| VIFZ{0| 10 O|Btez LIEHL} CHE3Md 287 32X
Ol2d], SHHsE Ul Rolst HJREIAE 135104, ASS HIBIAULE
Table 4: Pearson-correlation Matrix among Variables (n=2,641)
IC_CPA SIZE LEV MB ROA SIGMA RET DTURN
DELAY -0.040 -0.041 0.016 0.010 -0.053 0.036 -0.045 -0.002
(0.042) (0.034) (0.410) (0.591) (0.007) (0.061) (0.019) (0.935)
IC CPA 0.344 0.006 0.129 0.021 -0.048 0.059 -0.008
- (<.001) (0.740) (<.001) (0.282) (0.013) (0.002) (0.693)
SizE -0.103 0.336 0.285 0212 0215 0.000
(<.001) (<.001) (<.001) (<.001) (<.001) (0.994)
oy 0.031 -0.341 0.241 -0.202 0.038
(0.108) (<.001) (<.001) (<.001) (0.052)
VB 0.035 0.241 -0.216 0.033
(0.074) (<.001) (<.001) (0.088)
-0.319 0.315 -0.052
ROA
(<.001) (<.001) (0.007)
-0.962 0.250
SIGMA
(<.001) (<.001)
-0.273
RET
(<.001)

Variable definitions: refer to <Table 1>. Values in parentheses are p-values.

Table 5: The Presence of CPA in Internal Accounting
Control System and Stock Price Delay

Table 5= = AT 7HEAZES it 2HEM Zatolck Dependent Variable: DELAY
i A e -2XRE] L SQAAAE HiX[gs=F FIHK|A Variables Estimate T-value
TIMO| HABICHH IC CPAE R2ISH S(-)| AldtS LIEH Intercept 0.632 6.21%**
740IE+ 2420} 1Ic_CPAQ| A=l v —0.024(tvalue=-2.01)2 5% IC_CPA -0.024 -2.01**
Zo|M QolsteiCt SIZE -0.001 -0.43
4g Hme  sAmsesol  Usspweedntol LEV 0.013 051
HIX|Z4E, Z7R|QIsA0] 2SS ojojsict, 5, Bol2|A Al M8 0.003 0.72
Ze ANEIE URE HUQEHOZ HXE4E ROA -0.081 117
HEo| ZEMO| A8l AR YHO| YHIt FFEo= SIGMA 0.587 0.69
Zot 7|YEETt RO SZmoz eiHe| ugsle zoz RET 0141 136
sag & ok EE URsAREEEds  REYX DTURN 0001 068
mzaE0| ESTo] Qeh, HEAIE  OlsH CHz|oH|8S Year Dummies Included
ZANZIOZMN 7|9 Qe 7H MEHJES uxs 7S 7 Year Dummies Included
Sxoz s Ut RN, Take 59 ENZME Model Fit adusted R° 010
WRsPIEHE U SolsPIMY Ze  SANEIP . Fele =2
Sample Size 2,641
HiX| S5 oA 24 X TE 2 & X0 oot 27t Notes: *** ** and * represent significance at the 1%, 5%, and 10%
FNE oz XNMulg|of AYXI0| o3t HE of=0| ZAsH ZHoZ levels, respectively.

Variable definitions: refer to Table 1.
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