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Abstract This study’s purpose is to verify how the periodically designated auditor in the recently implemented
periodic auditor designation system affects audit quality. In this study, hypotheses were established by
reviewing previous studies, and 980 samples of 2019 and 2020 were selected for KOSPI-listed companies.
Dechow & Dichev (2002)'s accrual quality was used as the dependent variable, and the effect of whether or not
a company was periodically designated as an auditor and whether or not a Big 4 auditor was selected was
empirically analyzed. As a result of the analysis and correlation analysis, a statistically significant difference
was confirmed in the quality of the dependent variable accrual and the independent variable designated
auditor (PA). However, as a result of the regression analysis model 1, it was found that the designated auditor
was not significant, but it was confirmed that there was a significant difference in the control variables.
Further analysis confirmed the difference in audit quality according to the Big 4 auditors. This study is
significant in that it is a study that uses empirical data to study the effect of audit quality and the selection of
regularly designated auditor companies after the introduction in 2019 and 2020. Due to the non-disclosure of
government-designated companies, there is a limit that there may be a difference from the selection based on
the researcher's published selection criteria.
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Table 1. The selection process of the samples

The Selection Process of the Samples N

KOSPI Targets (2019-2020) 1,548
(=) financial companies that are not settlement (169)
companies at the end of December
(=) Companies that have changed auditing and

. (320)
accounting firms for other reasons
(=) About 5% of outlier samples (80)
The finally selected samples 980
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Table 2. Descriptive statistics

N | average | median | S.D. Min Max
DD 980 | 0.055 0.034 0.062 | 0.005 0.540
PA 930 | 0.250 0.000 0.433 | 0.000 1.000
DR 930 | 0.973 0.657 1.791 | -21.927 | 28.177
TA 980 | 27.081 | 26.793 | 1.494 | 24.199 | 33.068

Loss | 980 | 0.260 0.000 0.441 0.000 1.000
Bigd | 980 | 0.600 1.000 0.491 0.000 1.000

Note: DD : the quality of accruals, PA : periodic auditor, DR : debt
ratio, TA : total assets, Loss : net loss, Big4 : Auditor's Big4.
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Table 3. Correlation matrix

DD PA DR TA Loss | Bigd
DD 1
PA | -0.061** 1
DR | 0.111** | 0.034 1
TA [-0.101%+ | -0.085*** | 0.037 1
Loss | 0.122% | 0.078*** | 0.170%** | -0.141%** 1
Bigd | -0.035 |-0.255%*| -0.012 | 0.482%* [-0.122%| 1

Notes: 1. * P€0.10, ** P{0.05 , *** P<0.01
2. refer to Table 2 for other variable definitions

ol o] Hof| QlojA] 2714 AL o7 7L Bk AR
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Table 4. Analysis of differences in the quality of
accruals according to periodic audits(t-test)

PA N average S.D. t

0 735 0.380 0.487 3.656
1 245 0.160 0.366 (0.056)
All 980 0.250 0.433

Note: 1 if periodic audit, 0 otherwise.
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Table 5. Results of regression analysis

variables Model 1 Model 2 Modgl 2-1 | Model 2—2
All All Big4 Non-Big4
Int. | t-stat. 4.163 4.045 3.883 1.931
PA B 0.052 0.043 0.089** 0.020
t-stat. (1.601) (1.365) (2.188) (0.401)
DR B 0.098** | 0.097*** | 0.116%** 0.083
t-stat. (3.052) (3.031) (2.826) (1.627)
A B -0.108** |-0.089*** | -0.114*** | -0.074
t-stat. | (-2.982) | (-2.769) | (-2.817) | (-1.442)
loss B 0.091** | 0.090*** | 0.115*** 0.065
t-stat. (2.816) (2.768) (2.805) (1.256)
) B 0.042
Bod | i etat | (1.14)
F 6.974*** | 8.387*** | 8.064*** 1.981*
adj. R? 0.030 0.029 0.046 0.010
N 980 980 584 396

Notes: 1. t : t-statistics
2. B : beta coefficient
3. *P{0.10, ** P{0.05 , *** PX0.01
4. refer to Table 2 for other variable definitions
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