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W e FAste sjAstanh wepA A -AAE AFARE Este] FEE BA
FA A -G Foto] TR SYAE AEES7] wied 7He] AFEIPAA A HrlE

Aekaet,

r

2

TA/Ar—1= Bi(1/A—1)+ Bof( ASALE,— AREC,)/A,— ]+ B3(PPE/A—) + €, (1)
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o714,
T4, =% YN (ol -JPqEFEE) ;
A =7)1Z2FAAL

ASALE, =vi &< RS2l Ed — 27 =)
AREC, =w1ZA3 ‘ﬂﬁ}v(uﬂgzﬁﬂfmhﬁéiﬁﬂ)'
PPE, =37V @A (FaAR-EA A4 TN

B AT o AP F8 &9 T AL A By 0w 2P PAHED
A o FTE DA M 18 B BT DIFAL TR BYH) 430k A
4 g DA)] obd AP WAool WEChDAYE FHUFE g3 Tt 2

QE 71e RPor dygt
ChDA,= B9+ B1PAD.+ B.BIG4,+ B3SIZE,+ BLEV,+ BsGRW,+ BsROA,
+ BrlagTA,+ e, 2
o714,
ChD4, =T TAA] HFDA—DA ) ;
PAD,  =20201 F718 AAFA HFL7| FE;

EPAD, =2020d 718 AHA A&d4719 TEQ20194 715 67 A= o) 5L 7Rl
A ZAFE wgrow 1 oYW 0);
FPAD, =2020'd 712 A7 283714 & A&7l 1, obyd 0
BIG4,  =BIG4 ZARRICNA FHALE Wokom 1, ofid 0

SIZE, =719 REFAE] AAZ) ;

LEV,  =5A&EFFAN/FALD ;

GRW, =wlZAQ9ZE((NEY-A7|MEdyA7] &),
RO4, =ZFAYo|dEH7]Eol /A7 FA4h ;

lagT4, =Adx Z DAY ;

AR 3ol whel A= W7o oAGA A WS Ho|=X] M 2014 4% BY
SHAl A=A A A(DA)e] obd AFFZ Aol ¥ME(ChDA)S THHTE ARSI a9
2l (3) 7] nEow AFi)

ChDA,;= Bo+ BEPAD,+ B.SIZE,+ BsLEV:+ B.GRW,+ BsROA,+ BslagTA+ €, (3)

7]A,
ChDA4, =2 TN ] HE(DA DA ;
EPAD, =20201 7178 AGA AL 3719 £E20199 71 67 A= o] F FL TARINA
ZAE wgked 1, ofyd 0);
BIG4, =BIG4 FARINAl ZAME W9te 1, ol W™ 0
SIZE, =74 E(EAAe] AAZ g
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LEV, =%¥Au&EEA/ZA ;
GRW, =N Z N F B[N 5 — A7) Z )7 Z ] ;
ROA;, =ZA Aol E(F7]40] /A7 &AM ;

lagT4, =A% F HAA |

WA, M 1(F71A ARA ALl d719S obd 7193 AR s Atolrt glvh) 2 A
Z37] 9% #4AWSFE EPADE 20208 714 A FA A&ddr1dez 201932 dA 6
N A% ol TL ZARIAA ZAFE wow 1, of™ 09 g2 zte tinRo|th s
o FA AFA ALl 20199 119 o] Aol A7} A E AT A A G A k| zE
o] ol & A% TAIH R Fhod A3t Ftol= AR S ArIdria Al 2791 20199
8o TxsIATh 2ev F71A AFAZE 23 7ol 2017 99 w34 7HEE Al
A ald HEST o] hatA ko] AT A AA ] A8 Al g AlFALe] H 2
el AA] ekskom], TA] T AARIE 61d o] AR 7S A Al FA] 444
o7 F714 A thde] B dvka A H Ak kA 20199 2 @A 6d ol T A
AR AL 719S 714 AAY A2 A8 tidor Kol g ARl whg-at 24
AREAS B AT B4 dido® it 20196 BaAg o AA R 2207 715 ute]
Hzx AH HAow, AFA7NE ATl FA ¥a F714 A Ao wE WA 7F ke 2Rl
P& wABtLAl Fo] B Ao EAoBR AAAQ AL VS BT 1 o R Askrt

2 (

28 5% 3191404 EPAD, W57} £r913 2(—)e] b i, 20209 F714 A
Ge ohd 7Rt AFA we] Favh Avks AS Jr @k 3, 20204
z | e 3714 %A AgA3719e obd 714l vla) A

>,
ro
o
oy
2
Rl
i—";
LS
N
N
olr
ox,
o

Hhedste] AdERT B4l g Fadstes AoR M d
7?@ 2(—7‘7]7—9: 7<]7§Xﬂ A&7 193 obd 7199 aAkEd WEe] Aol AR £33
71 YA 4] (3)9] 412 Bigd 7AFIZ Non—Bigd AR REC & U

3(xq*°“§)’72§7]‘°q < Aol A71HE 71l vla] dakEde] e the A58k $8iA
/\1 (2)‘/] Al O 27]7%] Z])S];(ﬂ 7§|_9_cﬂ}\1—7]04 EL‘E__O_E 33 6‘].0:] _"7]79 Z])S]x—ﬂ z%&ﬂ;g ] J,]—
njey 719 el HakEA L] A& Afol7b A=A HSgTh

2] (2)54 21 3)9] BARFE APATFE 7122 AFH Y| JEFs F= AFH Hieet
4 e |TE 2y St WA, Adare] siA g A FE EAyd)o] dEFs F
= xﬂl,lzﬂ Ede A 7199 75, 94, Ad4 5] U tHGunny 2010 ; Cohen and Zarowin
2008 F). TAACR AuEH, VGRS YHl s Hee AR AdRage R Fejl
7197 E(SIZE) Wpolth. dRtdow iRyt S5 AR Aol w1, FAAAHE
(political cost)o] ZL7] witell o]}x% f<lo] W& Aolgte= A3t Hud v ok 7149

N
~
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2g A @°lHME 4 3 27 Z.W%é_a ﬂ%fiﬂ(Proxy)o AL FE(BIGY) W45 23
Ho et el §A% ARA waole] gAge el AT o) EAE S
AEo] BuF A} Becker et al.(1998)2 A A2 Q1 Al 28-S v Bigd Al A| ZALE vk

92 Non—Bigd ZARICIA 2AHE T2 7195 AlA 2] Atha Hastaict. 12

U =l el A= Bigd ARSI} Non—Bigd ZHARIZE] A2 T Aol Folgh 2fo] S 22

S @ A7 o Bkt mxRren F b e} whd gaE gAY fletel Wik
LA N (lagTA) M-S 22 F7tssict

%

2. BEAA

v o

rie

Ao FAYE71TRE 201613 FE 2019 7-A] o]t AR — A AIE Al A DA A A
171 918l A 2004358 2018W@ 71 2] AFAEE L3ttt AFAFEE Fn—Guide dl©]
EHjo]| AZ o] g&llon, A 7|19 F ohe 2 sEEts 719 FEAA A 95kt

{0

A
pul

Of

() 569

(2) 128 Alke] ofd 719

(3) Fn—Guide HoJElMo] 20X AFARE F2 F gle 719
4 Ad= AFAE7 gle 7Y

_1

92 AFAE ST AFHE A Fo| dut AxdT Adolsty] wol EEe] vl
7Ved& Alast] flsted AlLjatainth 129 Aste] obd 7199 Fn—Guideol| ] A FARE F
=% F gle 719 22 5244 gEa] A ALstih viA e g & Ao F45W
S Ay dAde] Hgol7] el Wd= AFAEI}T fle 7192 HEA A 8T
A 717HE 2017 FE] 2019 A7kA] o] K 7] e}ke] ztol & B3 713 Apo] & H7] §lste] 2016
d AR TH 433t ES AFESISITE vl ST 1,415 7 A RS Al BR A
FEL 5,660 719 —Azolth



178 MRS AIME / Mi213 H[5Z(2020. 10.)

L 7l€dA B 2pol &4

2 AP F714 AFA L] el W Hx HEo] ofdE e 719 ARl mA g
E 2019 o] dell ApdA oz AR o] pAkE wrde UakE AL R it ofd] 7]
A AGA A 201735 AEE AFH BYNDA)S] FolE Fefshr] fste] A
A DAANDA)Y] Haks <3E 2>l AAISHA

<3 2>9] Aol ©r2d 20200 F714 AFA ALl d71HE 2017 BEA SR H(+)
o AFA wrAdo] VEhtm, 20189FEE HEAoR 9(—)9] Al wajole] eyt
2020 F712 AGA Aol d71do] obd EEe] A, 2019del7 FiA o ® ()] A

A el s e,

(B 2> A=Y N WYA(DA) B

20204 715 XYM HEo &7 2020 71 X[GH HEof&7[o]
EE2(EPAD=) ot E=Z(EPAD=0)
2017 2018 2019 2017 2018 2019
D4, 0.008 —0.001 —0.024 0.000 0.000 —0.032
N 595 820

T ¥ He
DA=A=A AN (Dechow et al. 1995) ;

<3 3>9] Panel A& A F2 A o] HE(ChDA)S] A=W o] A& JeRN T, Panel
BAME Axd A=A dado] HE(ChDA)S FolE A f3E 2 Liro] gelsl A3E
Yehdith & Aol e ZaEd Y A gntE A o] sl A% g A(DA)e] obd A
FA DAY A o] WF(ChDA)2 o] &ttt ofdl AIHER AT B A ] MFo] folgh Aol 7}
AEAE QI8 flete] A= R Uiro] A zto| E4 & F33te] A= Panel A9 2T}
o2 A EH, 20201d F718 XA ALY BELS 2017900 = 79 34 e
W X3z, 20182 20190l F9J & ()9 k2 HERITh A& 37|l sfdebA] &
= FE2 201749 = Fold Kl @k JER a, 2019990 = ol g o(—)9] #k= VER
3 Ut} Panel Bo| A7E A EH BIG4 7HARRIS] 73-F F714 A A A 8ol 37142 A&
o] obd 719 BF Hare] WakAo] gt} 31X Non—BIG4 7HARIS] 7% 714 A A
A&l 37192 201832 20199 ()9 AFH LA ] WFo] Yeldka F71 A A 4
3719 e] obd FEeA= 20199 S(—)<] ATFA wAYde] HEE e Th
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B 3> A=Y MEFH eyl HF(ChDA) =4

Panel A : 25 ghdiolo] HF5(ChDA)2| = RfO[E4

20204 F7|M XA H20A7 [ 2020 F7|A X HH 20| AT|Ho| ot
EE(EPAD=1) EE2(EPAD=0)
2017 2018 2019 2017 2018 2019
mean mean
(t—Value) (t—Value)
ChDA, 0.002 —0.003 —0.023* 0.01(3 0.000 —0.033*
(0.52) (—2.04™y | (—4.28") (1.65") (—0.01) (—5.24™)
N 595 820
Panel B : ZtAtel F&7E = YA dHyolo| H{Z(ChDA) Tt
BIG4 Non—BIG4
T8 XHH 715 XHH F715 XEH 718 X HH
SR ES oo Mgo|&7|lo| ot Mo A7 Mgo|&7|elol ot
EE(EPAD=1) EE(EPAD=0) EE(EPAD=1) HE2(EPAD=0)
2017 | 2018 | 2019 | 2017 | 2018 | 2019 |2017| 2018 | 2019 | 2017 | 2018 | 2019
ChDA, |10.002| —0.002| —0.019|0.014| —0.015| —0.011|0.002| —0.016 | —0.026| 0.007 | 0.010 | —0.044
N 300 | 300 300 | 354 | 328 282 | 295 295 295 466 | 492 538

F1) wgel e :
ChDA=A A TN ] M FDA—DA) ;

ol AxE Fgekd ool aiHol Zhestth F714 AQAZE 2017 9ol THE AT
20201 F714 AA A Gl 71 BF W] AREIME AE BHolnR 7Fel &5
B3 7AEA AL o]g Y-S Aotk Wk Al £ o]F Az /fAEE 2018 HE]
A1 ZAEA ] FHade] gdl e, o] Aol Non—BIG4 ZARIAIA dojubs A o2
gt} 2019998 F714 ARA AL 37197} obd 7l A BT folgh ZAEA
< AT F s, ole A 719 FAE FeR A8d FEAAAIREAIE 2021 0]
S 1044 APAA wkgolA 71de Aer fr53d
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<# 4 J1&23AHN=5,660)

i = huy EFHR E| LU R E|Ci 2k
ChDA4, —0.006 0.155 —2.723 —0.003 1.800
EPAD, 0.421 0.494 0 0 1
FPAD; 0.094 0.292 0 0 1
BIG4, 0.451 0.498 0 0 1
SIZE, 26.306 1.511 22.789 26.006 33.497
LEV, 0.426 0.202 0.027 0.432 0.996
GRW, 0.108 0.977 —0.980 0.035 56.044
ROA, 0.007 0.123 —1.266 0.021 1.823
lagTA4, —0.029 0.115 —1.451 —0.029 2.012

1) Age g9
ChDA, = A %4 EANe] MF(DA DA ) ;
EPAD,=2020'd F712 AAA A{AA71% EE20199 7]1& 7] A% ol 5U 7l A 7
AFS Wgkod 1) ofd ) ;
BIG4, =BIG4 ZIARINA ZHALS Wigkom |, ofy™ 0 ;
SIZE, =7| AT E(FAAE A2 %)) ;
LEV, =YA8]&EFFAN/FA ;
GRW, =&Y A E[(MEY A7 vEdyA7nEd] ;
RO4, =FA A ol & (F7]Eel /37154
lagTA, =Ad % Z TN ;

2. 37EA 23

2 Q7o) M BAe] 99 FEUSE ADA W] Mgl Sk FAEAe

NS AR SJote] B dREE Wro] ZA8IT
55 A9 EH, F—Values Z5F 1% ©|HA {2l

M 19 EAAHNE e E <&
2 (2)9] 23L& Aol g Ao w Uehith Adj RPE dEEE 7H2} 0.678, 0.579, 0.6902
2 mgo Ayge AHoR e Aoz UEhthy)

5) <k 759 AN 28 1% 3747 7k Wge] VIF gkol 2 olah= UEh B QA7 gEeas
2A7L A2 UL PAA G Qo BUAT o F PAARNNE o] o} fA1G FEo B T
F3A4 BAS DAY =o= A,



712vd 2ME Set F7|1H XM =

E 5 FIH XIHS HEMY7IYS AN HAEE fd=of gt ol =M 21t

ChDA;= Bo+ B1EPAD,+ B,BIG4,+ B:SIZE,+ B.LEV,+ BsGRW,+ BsROA,
+ BrdagTA+ ¢, )
ChDA
Variable 2017 2018 2019
3| A =t —Value) 3|7 A ==(t—Value) 3| HA =t —Value)
Intercept 0.143(  3.05)™ 0.086( 1.67)" 0.04( 0.82)
EPAD, —0.002( —0.48) —0.009( —1.82)" —0.003( —0.65)
BIG4, —0.007( —1.35) —0.014( —2.48)" 0.003(  0.61)
SIZE, —0.007( —3.71)"" —0.004( —2.18)" —0.004( —1.85)"
LEV, 0.035( 2.76)™ 0.040( 2.84)™ —0.002( —0.12)
GRW, —0.021( —4.29)" 0.005(  1.00) 0.01( 247"
ROA, 0.651( 31.61)™ 0.577( 22.87)" 0.669( 33.20)™
lagTA, —0.924(—45.62)"" —0.88(—39.35)"" —1.092(—48.72)"™"
AdjR’ 0.678 0.579 0.690
F—Value 427.00"" 279.05™ 451.13™
N 1,415
F1) W] geo
ChDA, =M A dAY N o] MFDA—DA-) ;
EPAD, =2020'd 57|13 A FA| AL&dd71d £E20199 7|5 671 A= o] T ZARINA #
AMS Wgrew 1, ofyd 0) ;

BIG4, =Bigd A1 ZALS wgkom 1, ofy™ 0
SIZE, =797 R(FATE] ADdZaR) ;

LEV, =HAW&(CEFAH/FAY)

GRW, =Z& W dFE[(HEd - A7 EdyH71mEd] ;
ROA, =FAA| 4 E(F7]0] /47154 |

lagT4, =A% 3 B

2t 1%, 5%, 10% FellA o de yebd.

F2) wwk wx x5 Zb

ofN

feld e(el Avz Jepl,

SW%s BAMS )
Lodelsh 20209 3714 A4 A8APIL EEE ) el Wl A3 Batel 2
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& e SAel s e
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o] giide] & 7FeAde] =7] wito] 2018 A% 7]

o e
o

o

N,

S~

>,

rO

lo

S

o

2

=
-
oy

Ach

Wby Zatele] TAEE 20199 o A7 ehlstel AL ol st w4
o Wegel Urkek & eluk, 3714 AR A o] B4 20179 9ol HER A7}

=
oln] A EHRo BT AFHtgo] o]z 9] 2018 HE A% AP AT T ZAFEA L 7 Ho]
AR Aoz Adt 20190l = F714 XA AL of gz FASHA AAHQ] A g

Aeo] Zhastel EPAD W47} folahA] ke Ao tehitd, ot A4 43714 o
o e ERPAIL AR =800, A7) T8 AP A g Akl el v

7 2' F71A ARAR Qg AAREE A AR DAL Gl whet 2kl 7} SlEA] &
detd, 2 e < >3 2o 7H 19 ASE Sl 2020 F714 APAl A G371
] AAbEA e AR Erhs 2018 M frof 3 Arh gton g b 2 2018d EE

oz At <& 6> h2W, F—Valuet: E5 1% oUlolA frefate] 2] 3)9] =¥
o] AP 2t o Ve, Adj R°E 2 B2 ¥R 0.755, 049322 Yyt

S

B 6> F7I18 AN HEo 7Y ARl REE AAEE Mo tiet ol#=4 2t

iy
18

ChDA,;= Bo+ BIEPAD,+ [BSIZE,+ B3LEV,+ B.GRW,+ BsROA,

+ BolagTA+ €, 3)
ChDA

, BIG4 Non—BIG4

Variable . .
3|7 Al ==t —Value) 3|3 A=t —Value)

Intercept 0.038(  0.88) 0.152(  1.29)
EPAD, 0.008(  1.49) —0.025( —2.90)""
SIZE, —0.003( —2.03)" —0.007( —1.47)
LEV, 0.034( 2.36)" 0.043( 1.91)"
GRW, —0.022( —2.56)" 0.011( 1.64)
ROA, 0.530( 15.83)™ 0.604( 16.68)"
lagTA, —0.880(—39.74)"™ —0.868(—23.50)"""
Adj.R? 0.755 0.493
F—Value 322.58™ 128.82°

N 628 787

6) =9 AAZA](http://dart.fss.or.kr) AR 23 20193714 9] A43714 7)
(2016), 1,61421712017), 1,795417k2018), 2,157A17H2019)2.2 FHF o] EFZIAMAZA E=Qo =z
201930l ZAAIZ o] & Fo 2 A5eS & 4 9tk

o
=1

N

N
S
>,
>
o
rlo
2
e}
>
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F1) W] o
ChDA, =A% AN ] (DA, —DA,—)) ;
EPAD, =20204 %718 A AA] Ao 3719 BEQ019GE 7% 67] A% o4 A gAlelA] 7+
AHE REgkew 1, o 0);
SIZE, =714t R(EARTe] Ad=ag)) ;
LEV, =%A¥]&EFFN/FAh
GRW, =" AN FE[(NZ) — 7| Zy A7 v & ;
RO4, =ZFARAtel ) E(B7]wel /A7 EA) |

F&W 49l IS EPADS] A5 Non—Bigd 2 A R 5213 &(—)9] 435 Ho|n
Atk F, 2020 F714 AGA] HLAY7G B2 HAEE 7H}‘*F-J4'*‘ S E-5 Non—
Bigd 7HARQIel ot Aoz dMETt. 5% 7] IAGe tig AAZA o]E=7F =2 Non

—Bigds & Axe] Al A7A] 5] Asrt AdlA R A RAeg B F a, avF
WAREAL AN Fol tf 2 F deS on|gth =3 Bigd A% ARl 2] wAYL 7hdt
o2 ol g FHYE FFE S Aolth

<k 7> 2 (29 BYA S o] 835ty 7Hd 39 ASEAAYE YR 20199 102 F7]
2 A7 A tgs|Ake] A B AL o] Folel whet 7R 32 20199 BES Ao R E4
gtk <3 7>l EW, F—Valuew 25 1% o|UlollA frofate] 2] (2)e] BEo] A& 2te
Ao & Yea, Adj R°E 0.582% VEbst

TEHAFE 2020 F71A ARA AL 37IG R TN FEEHVIHE UEE

(]

FPAD?| A& frolohA] @& A5 Holx gitk) 7Hd 19 A58 ditelA 28737
AL 7ol wA AAZR] Akl REAS AbdA o7 Z A7) B 2018l ol Aol 7t
AbEAL iAol 10, 2019l E AA 71 E el tiste] ARERL] el e A

o ehgrh. oleld 4887199 AR AED AN A nelshd 20194 4
2 Aol BHF 7ol oF ARA Wee G Aoz BekE) Ea /M 19] 20174

UE A FAF = AERIA AZ F A4kl Qura Aol A Baele F
@ it a0z U Ao dMad,

2
F

Eh)
N

7) <E 7> A%E Akl f9ol uhel PRl AZENT A3 FY FPADS] W AlSE 7old
Z] ol—o]-q_.
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CE 7> F71HE XNEH AU HEHY| 7|y 7+ HAEEQ JHM Hlwof Chet 3| =AM 2t
ChDA,= Bo+ B1FPAD,+ B,BIG4,+ B3SIZE,+ B.LEV,+ BsGRW,+ BsROA,
+ BrdagTA+ ¢, )
ChDA
Variable 2019
3| A #=(t—Value)
Intercept 0.072( 1.07)
FPAD, 0.004(  0.48)
BIG4, 0.008(  1.05)
SIZE, —0.005( —1.90)"
LEV, 0.009(  0.47)
GRW, —0.008( —0.94)
ROA, 0.689( 19.69)™"
lagTA, —1.009(—24.32)™
Adj.R® 0.582
F—Value 119.127
N 595

F1) el el :

ChDA, = A& LAY e] W5,
FPAD,=20203 F7

SIZE, =717 R(EAS] AD 23 ;

LEV, =X &E&5A/2A40 ;

(DA1 7DA; —1) y

14 A8 A&7 T 48

= A9

GRW, =% 4 B{(v) 22 — 7] ) 2oy 7] o) 20l ;
ROA, =FAYAke] o) &(F7] 20 /A7) SR |

zagTA,Jd_LE = WA

F2) wen, v, w2 P2 1%, 5%, 10% FEAA felFE vehd.

U

20159 el diat ] SAIEA =
& 371 ASZAPE 1 8
EAHE 27 FE R %“71 A A%

BN S0 AR 220709 71w
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B APE 714 AAS) B9l AAR AAele] BBl ofmd GFL A=A 2t

A S5, AR B9 3 ARFE A @A AR PR 318 A A gl

199 BAHED MBS Sk T4 AYAE e Al B9 ARE 0E

QAR 719 AelAe] TG wA G, AR BEe] W FA A 5ol U@ el

EaA 2 ARAel B AR Aol 44T Fgolth. U £Y 2719 AAAA

714 AR A 3ol Ui AT BUA e Holth, AR AYATAA F714 A
1

o
=
FABAL ol F714 AAle] dEdE AR ASske A7l Pt EAR
= hil

<3
MHEA S o] #ETH &9 WA 7] ol ZAREA S shio] Alg
& Zlo|th.

MR el WstE 54517 flste] Ala G o] ¥
= v 2ok AA, 714 AA ] e Hx 4
2018l A g2 A Ho] frofshAl FHAekii A, o
AL oulgiet. 2017 9Y ol F712 A
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Estimation of Audit Quality Improvement by
Period after the Periodic Auditor

Designation Adoption

Oung Rak Oh™ - Jung Hoon Kim™™ - Yu Sun Lee**" - Hee Chun Roh™**"

<Abstract>

The revision of the Act on External Audit of Stock Companies, etc. (the AEASC) in 2017
introduced a periodic auditor designation system that limits the period of free appointment of
auditors to six years ; and the designation of auditors began in 2020 amid expectations of
improved independence and concerns over a drop in professionalism caused by replacement.

Unlike previous studies under a similar auditor replacement system before 2010, this study
analyzed the changes in auditors’ pre—response and audit quality for each period from the time
the introduction of the periodic auditor designation system was confirmed to the moment
immediately before its actual application.

As of the end of 2019, listed companies that have been subject to continuous audits of the same
auditor for over 6 years were divided into those that are expected to be applied for the first time
to the periodic auditor designation system ; and differentiated responses to the system were
identified by measuring the audit quality as a discretionary accruals.

Discretionary accruals for each company were estimated through time series analysis over the
past 10 years ; and the changes were measured compared to the previous year to derive changes
in audit quality for each period from 2017 to 2019.

The results are as follows. First, when companies that are expected to apply the periodic
designation are compared with those of non—applying, discretionary accruals decreased significantly
in 2018 ; and discretionary accruals of all listed companies decreased in 2019, so no discrimination
was found.

Second, the 2018 sample showed a significant decrease in discretionary accruals was found only
in Non—Big 4 auditors, which indicated that the extent of improvement in audit quality varies
depending on the auditor.

* Professor, School of Accounting, Soongsil University, oor@ssu.ac.kr, Co—author

** Ph.D. Candidate, School of Accounting, Soongsil University, zeed822@gmail.com, First Author
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Third, the analysis of 2019 showed no significant improvement in audit quality of the actual
designated companies compared to those whose designation was postponed.

This study suggests that the pre—effect of introducing a periodic auditor designation system has
improved the audit quality of a long—term continuous auditor. As the system implementation is
nearing, it shows that independence, which has been degraded by long—term continuous audits,
can be improved ; and audit quality can be maintained above a certain level within the future
replacement cycle. It also presents major considerations in operating the system by presenting

differences in quality improvement according to the auditors.

<Key words> Periodic Auditor Designation System, Audit Quality, Independence, Non—Big 4,
Discretionary Accruals
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