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g ] S8l v 4 (2)F A

AQi= Bo+ Bi NewMAD;+ B> OlAMAD;+ &% [ B3 DebtR+ B4 CFO;
+ B5 SIZEy+ Bs Lossi|+ YD+ €, Q)
&S
AQi =7ZAFEA (Audit Quality) ;
DAy =4 Jones RE L B3] =2F o Agd dyA
A S

NewMAD, =813 719) - A7} 4214 2Atel 9 1, ol 0
olavAD, =% 714 - A7k PAG AL 1, ohl® 0

2 (D3 @elA AFHAE 2R A= AIBA7IQ) 20153E 71E2 2 ARG 3Ake 74
AR Ure], A7k B3ks AT, 232 )l e AAA] AHRE VS
o Aate ads BAT F, AL T 7P B2 ARAE AR sk A

A Akt A AR FESke] A d At Hs) ARl w2AE AW Rzt
Ei=g

AQy= Bo+ B, ListDesigy+ [3, OtherDesigy+ SAH 1" [ 83 DebtR+ 34 CFOy
+ Bs SIZE;+ Bs Lossy|+2YD+ e 3)
v 2

ListDesig, =319 714 -
OtherDesigy =30'd 719 -

b BRAGAY S AR & e AG7EA el 1, o 0 ;
=7t A o] AR QA3 ZERH ALeIH 1, o} 0 ;

24 ()= &8l ARG AL A AAL B H AL Ao tlal] A5 EA s
of, A 2 HFAAPE A A EAA S e SHE AR WA 2t dod o
A Al tigk F&o] Theat F AR WS AALE ¢ Stk Hg RE A (2)0lA] Al
A 3Akel TR AR BIte] Apol7h AR AAbe] A A B 3to] ek FRg ASEATL
g Aotk niA o g2, AGAFE R A ZEAke] B3t 2ol b it 2|7 o] AnkAQl gy
Hrhe A AL] 23t e ARAE ddiske o] o AR fonlsitts e
AAFEE Qe
FEUFEE ALEH o] xH o] tgx9l A WY AL Dechow et al.(1995)2] 54 Jones
o] 2S5 ALE3lth WA Dechow et al.(1995)2] 434 Jones 23S Fafl =43 A&
A AN DA ZF2A ()= 019“3}04 A AR A7Ide FHEECR sto 34
ATE F8Ath A2 AL FHE SAATE o] &st FA7IF ] Bl FA LAY
= T8 ol AA FLAYelA v FA EYA S Adste] S8

J
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I AEA S 3 T R—student ko] 3 o]dQl EEES A estn EA3T

<# 3> BEMdEAE

[Panel Al Z2MH J|&

BE2MY JIE e T

QA 2P 278719120119 ~2015) 2710

aeded FAskE 714 (=) 312

Arrdel 124¢] ofd 714 () 32

Arelo] A elzo] okl 75 - 33

718t #A ARARE A 5 fle By () 742

AZEE 1,591

[Panel B] AI=% E& $(2011—-2015)

AL 2011 2012 2013 2014 2015 Total
32E 5 320 349 329 301 292 1,591

<EF 4> & ATl AMEE F2 gl g Zle A EFE UEITE % Jones 2 o
2 3 AFE BAYN(DA)S BIL 0.042130.2 HPA T LA A FA wAYA|
A gk & 2ol & HolA edaL Sith A1%% LAH Hl &S YJERf = MAD, BFE 02242 8% 7]
% 22.4%7F AR AAATE SvleiH, olF AR A =] AP AN NewMAD;)
= =9 44%E A g A 7EW T AT <F 17.9%0] sldste] 28571 7]
A - Amolm, WA AHRAL] 84.9%7F Al A Al @l FEet10

16) A AL T 3ZAGAG AT ARk W Tol S AFdolA THEstE APAHTE HARI
A @ge vl ol ole A ATE fAlste Al 2felollA 7113 3o At
o] B, 12 Aol 7ol A Reti ke vl AReEAE AR & st Ha, 23 Al 4

A AarE A Ao SeAELdA E 22 B 34 Ao AR PAG HAE TTEAH HALR
wirete whdel, 2 ATl o2 @ 24 Bl 33f ALk ARG A GBS P2 A 2
Aoz FARAG I 2Rl S =X



AETA L FSZADE ZAEEO ]2l g 191

Gl N g EEHEA Eaby AL E|HEL
DA 1591 0.04213 0.09061 0.0379 —0.3714 0.6901
MAD; 1591 0.22439 0.41731 0 0 1
NewMAD; 1591 0.04463 0.20655 0 0 1
OldMAD;; 1591 0.17976 0.38411 0 0 1
Last; 1591 0.17913 0.38358 0 0 1
ListDesigi 1591 0.19045 0.39278 0 0 1
OtherDesigi 1591 0.03394 0.18113 0 0 1
DebtRj 1591 1.16224 1.85558 0.7222 0.0013 38.2719
CFO; 1591 0.06626 0.10570 0.0555 —0.3379 1.4382
SIZE; 1591 26.08135 1.60628 25.7350 22.6774 32.7607
Lossj 1591 0.21684 0.41223 0 0 1
) DAy 2% Jones RES F3 S AFA B
MAD; celE 719 - A=h A ARl 1, ok 0

NewMAD;, &% 719 - =7} 20154 o] F A 7HAtel™ 1, ofy™ 0

OldMAD; =33 719 - =71 2014d o] d A AAHFA G AADCIH 1, ofUd 0
Lasty DA 71 - A= AR 1, ofyH 0

ListDesigy S 71 - A&7} 473l A% 2AeldE 1, of ™ 0 ;

OtherDesig; * 33 719 - A=7t 43l ol€]9] A= QIgh =g 3tAteld 1, ofy¥ 0
DebtRj D RANEEFASA A EEALD

CFO; 1 9¥FR 13 AFER(=IPATEE ANEA) ;
SIZE; QT EFERREAC] ARAET 7
Lossi D7IEEA o] AR 10]a o 0

<E 5>elM = 7 ATl A FauF 1 A°1~(Pearson) WA 1 fo e
watATh EAA Y, ARG AL FAF AL B o] 2 (DA el e =
A 3 ek I APAGFHEZE *WWMW.MM 7T AL BT 0] 2 (DA
98 AABA S Ho|A a9t} E}‘ﬂ o] BARFE] APHTRE A 9staL o]z
(DA Frol3 FHAAE Holx §

FHFA e} AR AL 2L ;vagmu “_J&ﬂlﬂw & E BT {3 K(+)9] FEEA
g B3y ok ZH 2 HE HFMEA Y 4EE 17‘:} A7 H F AL ]
AT 0.19280] FAG AL HFZEALee] A 0221080 Atk Slo
e L AGAHE sl AERA] @ o, AR A o] o] FolA|a o] 5 71E A AR A
o] o] FoiAE AL W3 Aoz M Hr]

&
o,
rr
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(CE 5 MA 2MAn
DA NewtD OamAD  Last S O pem cro SZE Loss
—Desig  —Desig
1
DA
Newtgp | 03781
w 0.1321
—0.0249 —0.1012 1
MAD
Oid. 03216  <.0001
Lo 00379 01928 02210 1
as 0.1311 <.0001 <.0001
Liibesi, | 00102 03061 08151 02368 1
SIEESIE | 06838 <0001 <.0001 <.0001
OthorDesis| 00125 02621 02377 0.1750 —0.0909 1
IESIEL 06184 <.0001 <.0001 <.0001  0.000
b | 01077 00841 01082 00250 00640 01867 1
e
<0001 0.0008 <.0001 03196 0.0107 <.0001
o 0.607 00536 00773 —0.0243 0.1421 —0.0831 —0.1374 1
<0001 00325  0.002 03325 <.0001 0.0009 <.0001
Gy | 00193 ~0.0950 —02671 ~0.1278 ~03145  0.0072 0.139 —0.0564 1
04428 0.0001 <.0001 <.0001 <.0001 07735 <.0001 0.0246
Lo 03203 0.0340 —0.0040 0.1002 —0.0532 0.1456 02781 —02757 —0.0319 1
<0001 0.1752 0872 <.0001 0.0337 <.0001 <.0001 <.0001 0.2036

1) W] gk A= <F 4> Fx
2) o}l A= AT e prk(p—value)

2. 32

$4 oM 153 <M 209 3EE 93] BP4 (DS Fol AARNG AAE <E 6>
Basslth AT D) AHAAL F Af5elo] BHH A HAAHNewMAD) S 5 &8
TAHAHOIAMAD)E F-iEste] 248 23, F AL BF Afraeelghatel] Hlel ZhAkE
Hol MAEe doE 275 HolFm Stk F, <F 6>olM e AR - FE|(2007) T APA
Tl o] ASRAG uke} o] XL Al A Atk FAF AL BT A H g3
Al AR el asiel BAE el RS 23S Alasit o8 1€ A1
Atolth. A H A NewMAD)H 72| ZAKOIAMAD) ®4-¢] 3| A 5 hel] F2] 2l
2}017} AE7tell tiste] FAA S o 27, SAHCZ foAQl Aol7} gl Aoz eyt

olt

=
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=}

E 6> RZZARb 2SZAC 2atof et 3724 (O 13t 7Hd 2)

AQi= Bo+ 81 NewMAD;+ 8, OldMAD;+ f3; Last;+ EA¥ [ B4 DebtR+ 85 CFO;

+ Bs SIZE;+ B7 Lossi|+2YD+ ¢, )]
g5 313 A5 t Value
Intercept —0.0229 —0.95
NewMAD —0.0209 —2.73"
OldMAD —0.0222 —5.63""
last 0.0060 1.59
DebtR 0.0043 543"
CFO 0.6573 48.8™
SIZE 0.0000 —0.05
Loss 0.1098 30.75™
F—value 264.12°
Adj R? 0.6454
N 1591

F) NewMAD;, :3ld 7]1%) - 17} 201513 o] A G 4Akeld 1, o™ 0 ;

OldMAD;, 3% 719 - d%7} 20149 oA A ZAANFA A AhelH 1, o d 0
Lasty sl 719 - ATt HERALOIA 1, oF W™ 0
> YD CAZYu S

oA el i@ Aot <E 4> B
w212 10%, S%, 1%¢] Fel5EAA el 49,

= &
ARRle] af g Ame] AL HE A ARdA QIAI7E 288 Ao AeEARE F Fiel
et A2 A7t o129 ARFARl A3 A HolH S 0] &2 el gle AR Al 71<
g Aoz Aetdnh B AP AL st e, AP Sl aEA] g A 5 A=
ol &= 71 AP AARIANA AR o] H= Aol dnbAel7] fio] AAFEAAE & HFAE
guisiAe ¥E AE 9% Fu € it

<& 6>o BAAAteRE fRE Asts § AAGAAE AR g AR
o q&& ekt =i A Aatel A Hel| thit Al Frd Alashy] A F AT
Zo] AAMAAE GArtns a8 waly] gt aev AAFA LS} 2015 3] A A ERE]

17) FAHCR, AFSUUAIA B 95k AR AR throl, AEAe] ANE BASHE 238
& sgstgo, date 94 AFPAY Eh gl AoE ek,
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Aol FANYe F1zko] Fm, web B ARE 14
A% o), FF F7149 AFEAS EF FEATE S0 2
AR Az FAAAL E?JM el EH & 37149 BAS d8, B

FEREEABPER) 233
% 750 Baal. ol AANAIAE B AAAA} AF0A A
]

oo mH 2]%*7”\}94 WAEEE Aaskes b dve e 2@ Ae

G 7> REZA Y HREHES B0l 3 SR (M 313 I 3-2)
ASZAQ B2 ATUAY B

AQu= Bo+ B1 NewMAD;+ B; OldMAD,+ E4]'H <= [ 85 DebtR+ B4 CFOy

+ B_)' SIZE,';“F [‘}5 LOSS;‘[]‘|‘2YD+ Eir (2)
HEZAel A= z| Sl H2
Mo
3| Al t Value S| Al t Value
Intercept —0.0345 —1.43 0.0918 1.27
NewMAD —0.0194 —2.00" —0.0479 -3.1"
OldMAD —0.0226 —522"" —0.0189 —2.08"
DebtR 0.0052 5.84™ 0.0125 5.07"
CFO 0.6831 44.54™ 0.6999 18.59"™
SIZE 0.0004 0.41 —0.0046 —1.68"
Loss 0.1022 26.96" 0.1206 13297
F—value 235.84" 50.52"
Adj R’ 0.6458 0.6291
N 1289 293
F) NewMAD;, 3% 714 - A=7F 20159 o] F 2 FAle|H 1, o} ™ 0;
OldMAD;, 3l 719 - =7} 2014 o] AHAANTFAF A AHE 1, oFUH 0
YD AR S
YUz fgo] digk Joj= <k 4> FHE
*, kx wkx M2 10%, 5%, 1%2] FolFTol 249,
EAAN, A&} HEAE B A ARG A A AL BT A A ghAtel] vl

AHEAC] ol A0 LhERgThiv ol 7b 3- 13} M 3-28 AASHE Afolt). A
FAte] A9 9 WE, AAGAAE AFA B, qhol (—)0.04792 FAG AL AF

18) 41718 2 AHNewMAD)# T4 ZAHOIMAD) W4:¢] H7A5 7ol £21491 2ol 7} Ql7hel vt
o FA%S @ A%, BAG0Z FoI49 Aolv} gl Ao Vet
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Sitk. ol AFAre S ek AX g TAg7Ae] o] ek Helq 7lelehs
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APkl W8l Erhe Aolthio) whebq AARALe] AR AA 7} dAEThn ¥ 4 oo,

GG B A7) BHE ARG ATE <E o] Rk NS F OE
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AW A1 428 AAGA g Aol
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ol ARABA G AN R AP A ol
W, 71BN oln] 4ol | ]
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AL} 7RG ARAYe] A1 Aol

12
wak Aol 4ACRE HEE S

WAkl A% At A
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S 70) DG, = PAZ A S el AR, AR5l AF Aol A%
2 3 53, 4o SFHA AR vAlel NG TARIAVE AL} A A B
oItk TElh, AAPA A A Bl FPAAE AAPHE AS@AE 3,
7]

ol

s

W 2271 A S Ee 740]‘3} 33 A AR 7H AARle]
—’Faﬂé}‘ﬂfﬂ g BAte] A AE 2 AJAd Feldoz Buke & gtk HAA
AbeHH, AR QD A F AR tiEl] AR on]'/‘]"é‘ T3 A A Foll #HE7 ”\H’l"la}
d% ZARle] APdH o7 QRS 7FsAdo] vl = Holth
20) AAZ B Aol A ALSE FE M9 AFAANE F 1,591 719 - A= F 355 71 - A=olth. o}
FoAA B vt o] o] F AFAGA Y AL 30170, TTER A AAE saf eIt T Fee] 19
B(SIZE)o| tal AL AAIG A3, 7 IAIN G B Ate] 2GR A3 g A G AN S 8
AL Z1FTFEET 1% FolesolA A YebthE 79 E2M e AAR 78824149
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ek o7

A==

@M HE

<H 8 XIgAe XAgARM TE 20| thgh 2|+

=

o] A% AAPAREA A71E AR ok
dl 71 2] ghAkl
AelgA G A4 AR
Aolth, oleld 5ol BB

puy

1

o2
N

];H y%_?ﬂ /J—X]—oq]

ﬂ

a

HEM (O 413t 7Hd 4-2)

AQy= Bo+ [, ListDesigy+ B> OtherDesigy+ &4 [ 55 DebtR+ 5+ CFO,
+ B5 SIZE;+ Bs Lossi|+XYD+ e, 3)
G 33 A= t Value
Intercept —0.0224 —0.94
ListDesig —0.0229 —6.19""
OtherDesig —0.0103 —1.34
DebtR 0.0041 5257
CFO 0.6594 49.10°
SIZE 0.0000 —0.02
Loss 0.1089 30.72"
F—value 294.06™"
Adj R’ 0.6487
N 1588
) ListDesigy 38 719 - Q=7F 3 A 2Aeld 1, o™ 0
OtherDesigy A3 719 - A&7t A&7 o] A& Q1 A ZAke]H 1, ol ™ 0
YD : Axgu|Rs;
2] W] gk Hele <iE 4> FE
w, w0, ek 0 2 10%, 5%, 1%9] frel Rl fol4 9.
T = N Mean Minimum Maximum
71E}A1 g At 54 26.1432 24.1393 29.6783
&7 A At 301 25.0512 22.6774 30.3901
Diff(1—2) 1.0920
Method Variances DF t Value Pr>|t|
Pooled Equal(*) 353 5.67 <.0001
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The Impact of Designated Audit and Last Audit

on Audit Quality
-Focus on Rule Change Where Designated Auditor is Prohibited

to be Appointed as an Auditor for Period of First Fiscal Year

Subsequent to Mandatory Auditor - designation Period -
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<{Abstract>

The purpose of this research, in connection with audit performance, is to review the effect of
designated audit where the scope of designated audit is discussed to be expanded recently, and
also review whether new designation enhance the audit quality as compared with old rule where
new rule prohibit designated auditor from being appointed as auditor for the first fiscal year
subsequent to auditor —designation period. The effect of last audit is also reviewed as the intent of
new rule is to improve audit quality by attaching last audit feature to existing designated audit. In
addition, the reason of auditor —designation is also reviewed for purpose of identifying the cause
of designation —audit effect. This paper selects 1591 firms listed in KOSPI and KOSDAQ for the
period of 2011—2015.

The results of the paper are following. Fist, designated audit improve audit quality whereas last
audit does not. Second, whether or not it is last audit, designated —audit improves audit quality as
compared with free—contracted audit, designated-audits in 2015 when new rule is firstly
effective, are more effective than other designated —audits in other years in this paper’s scope
(2011—2014). Third, in connection with designation reason, only designated-audits for IPO are
effective where designated —audits due to non—IPO purpose are not effective. This results suggest
that, although designated —audit improve audit quality in general, there are certain cases where
designated —audit is not effective.

This paper contributes to the literatures in several ways. First, this paper reviews the effectiveness
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of current rules in connection with auditor designation. Specifically, this is the first study where,
in reviewing designation audit effect, new designation rule with being firstly effective since 2015
are reviewed separately from old designation rule up to 2014. Additionally, this paper reviews the
effectiveness of last audit and find out the different effects of designation audit according to
respective designation reason. This results suggest designation audit due to not—IPO reason should
be improved to achieve its intended objective.

<Key words> designated audit, last audit, audit quality
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