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This study investigates the effect of periodic auditor designation on changes in rank-specific audit hours.
Despite the increase in audit fees and audit hours caused by introducing the periodic auditor designation
system, previous studies showed that there is no significant effect on the improvement of audit quality.
This study confirms the effectiveness of the periodic auditor designation system, as verifying the change
in audit hours for partner, senior and associate auditors, respectively. The results of the analysis which
compares the changes of audit hours between designated and non-designated firms in 2020 are as follows.
First, after implementing the periodic auditor designation, the increase of partner and senior auditor
audit hours to designated firms was empirically greater than that of non-designated firms. Second, the
auditor of designated firms showed an increase in senior-level audit hours under BIG4 auditor, while the
increase in partner-level audit hours was mainly noticeable in small and medium-sized auditors. Finally,
specialist auditors have shown a notable increase in senior auditor audit hours for designated firms,
whereas for non-specialists, an increase in partners auditor audit hours is more pronounced.
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(Table 4) Descriptive statistics

Panel A. Full sample

Variables n Mean S.D. Min 0.25 Mdn 0.75 Max
APAH 673 0.1886 | 0.7020 | -1.6094 | -0.2223 0.1195 | 0.5878 2.1063
ASAH 673 0.2003 | 0.4230 | -0.7903 | -0.0682 0.1787 | 0.4677 1.4352
AIAH 673 0.4930 | 2.4775 | -6.5596 | -0.1408 0.0000 | 0.6579 6.4846
DESIG 673 0.2051 | 0.4040 0.0000 0.0000 0.0000 | 0.0000 1.0000
BIG4 673 0.5409 | 0.4987 0.0000 0.0000 1.0000 | 1.0000 1.0000
ASIZE 673 0.0267 | 0.1892 | -1.6957 | -0.0342 0.0255 | 0.0791 1.3467
ALEV 673 -0.0016 | 0.0848 | -0.8958 | -0.0285 | -0.0015 | 0.0232 0.4794
GRW 673 -0.0272 | 0.2232 | -0.6996 | -0.1208 | -0.0277 | 0.0516 0.9080
AROA 673 0.0013 | 0.0981 | -0.8182 | -0.0218 0.0004 | 0.0214 1.0527
LOSS 673 0.3016 | 0.4593 0.0000 0.0000 0.0000 | 1.0000 1.0000
AEXPT 673 0.0021 | 0.1480 | -1.0704 | 0.0000 0.0000 | 0.0000 0.9758

AINVREC 673 -0.0161 | 0.0500 | -0.2800 | -0.0330 | -0.0110 | 0.0042 0.2541
AOWN 673 -0.0018 | 0.0434 | -0.3279 | -0.0012 0.0000 | 0.0015 0.4585
AFOR 673 -0.0080 | 0.0394 | -0.2335 | -0.0198 | -0.0053 | 0.0020 0.5349

OPINION 673 0.0074 | 0.0859 0.0000 0.0000 0.0000 | 0.0000 1.0000

Panel B. Periodic designated firms

Variables n Mean S.D. Min 0.25 Mdn 0.75 Max
APAH 138 0.4096 | 0.8526 | -1.6094 | -0.1875 0.5118 | 0.9985 2.1063
ASAH 138 0.3332 | 0.4744 | -0.7903 0.0491 0.3050 | 0.6785 1.4352
AIAH 138 0.2959 | 3.0835 | -6.5596 | -0.6931 0.0000 | 0.9798 6.4846
BIG4 138 0.4275 | 0.4965 0.0000 0.0000 0.0000 | 1.0000 1.0000
ASIZE 138 0.0364 0.1538 -0.5431 | -0.0212 0.0284 0.0813 0.7344
ALEV 138 0.0122 | 0.0629 | -0.1498 | -0.0208 0.0017 | 0.0241 0.3430
GRW 138 -0.0185 | 0.2282 | -0.6996 | -0.1004 | -0.0234 | 0.0413 0.9080
AROA 138 -0.0093 | 0.0743 | -0.3616 | -0.0288 | -0.0009 | 0.0178 0.2085
LOSS 138 0.3333 | 0.4731 0.0000 0.0000 0.0000 | 1.0000 1.0000

AEXPT 138 0.0172 | 0.1687 | -0.9561 0.0000 0.0000 | 0.0000 0.9231

AINVREC 138 -0.0115 0.0401 -0.2800 | -0.0232 | -0.0091 0.0072 0.1016
AOWN 138 -0.0014 | 0.0233 | -0.0959 | -0.0015 0.0000 | 0.0031 0.0797
AFOR 138 -0.0118 | 0.0287 | -0.1547 | -0.0252 | -0.0088 | 0.0010 0.0764

OPINION 138 0.0000 | 0.0000 0.0000 0.0000 0.0000 | 0.0000 0.0000

1) This table presents descriptive statistics of the variables used in our main regression model.
2) Detailed definition of variables is in the note of equation (1)
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(Table 6) The change in rank-specific audit hours for periodically designated firms

Model1 Model2 Model3 Model4

AAH APAH ASAH AIAH

DESIG 0.1321*** 0.2233** 0.1670*** -0.0532
(3.9183) (3.2877) (3.9928) (-0.2342)

BIG4 -0.3471 0.2878 -0.0912 -5.7376*
(-1.0426) (0.4290) (-0.2207) (-2.5555)

ASIZE -0.0483 -0.2606 0.0267 -0.1829
(-0.5624) (-1.5076) (0.2506) (-0.3161)

ALEV 0.0084 0.3238 0.2163 -2.2733
(0.0416) (0.7919) (0.8588) (-1.6611)

GRW 0.0870 0.4124** 0.0577 -0.1217
(1.2145) (2.8585) (0.6491) (-0.2521)

AROA -0.2991 0.5079 -0.2929 -2.3356"
(-1.7660) (1.4881) (-1.3935) (-2.0448)

LOSS -0.0302 -0.0671 0.0050 -0.1429
(-0.9148) (-1.0086) (0.1216) (-0.6417)

AEXPT -0.0661 -0.1991 -0.0280 0.0533
(-0.7196) (-1.0757) (-0.2460) (0.0861)

AINVREC -0.1673 -0.2147 -0.4628 2.5978
(-0.5683) (-0.3625) (-1.2690) (1.3107)

AOWN -0.0018 -0.4940 0.2221 -1.7357
(-0.0054) (-0.7389) (0.5394) (-0.7757)

AFOR 0.1251 -0.7318 0.0391 2.0573
(0.3445) (-0.9998) (0.0867) (0.8398)

OPINION 0.1558 0.0895 0.3598 -0.1059
(0.9196) (0.2620) (1.7109) (-0.0927)

_cons 0.5884 -0.3906 0.3590 5.9281**
(1.7490) (-0.5762) (0.8597) (2.6127)

Industry & Auditor FE YES YES YES YES

N of Obs. 673 673 673 673

R-squared 0.1671 0.2316 0.1991 0.3107
Adj. R-squared 0.0430 0.1173 0.0800 0.2082

1) This table reports the results of estimating following equation :

AAH;, = 8+ B,DESIG+ B,BIGA,,+ ;A SIZE;, + B,ALEV ;,+ B,GRW,,+ 3,4 ROA,,+ 3,LOSS ,,

+ B:AEXPT, + BA INVREC,  + ByA FOR, + 1y OWN,, + 8,,OPINION,, + S IND+ S AUD+e¢;,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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(Table 7) The change in rank-specific audit hours for periodically designated firms
(BIG4 and Non-BIG4)

Panel A: BIG4 Panel B: Non-BIG4

Modell Model2 Model3 Model4 Model5 Model6
APAH ASAH AIAH APAH ASAH AIAH
DESIG 0.0660 0.2617** 0.2081 0.3973** 0.1081 0.2943
(0.8107) (4.2579) (1.0096) (3.2808) (1.6552) (0.6469)
ASIZE -0.0629 0.1736 -0.0948 -0.2767 -0.0111 -0.8233
(-0.2837) (1.0375) (-0.1690) (-0.9564) (-0.0712) (-0.7575)
ALEV -0.1831 -0.3035 -2.6842 -0.0871 0.7615" -2.4333
(-0.3177) (-0.6979) (-1.8405) (-0.1295) (2.1007) (-0.9632)
GRW 0.2661 0.0370 -0.8562 0.5055" -0.0201 0.8293
(1.4918) (0.2747) (-1.8972) (2.0015) (-0.1478) (0.8742)
AROA 1.4609* -0.7013 -3.9535™" 0.2388 0.0818 -0.9265
(2.5018) (-1.5918) (-2.6762) (0.4455) (0.2830) (-0.4601)
LOSS 0.0470 -0.0037 -0.2863 -0.1278 0.0057 -0.2333
(0.5810) (-0.0607) (-1.3992) (-1.1158) (0.0916) (-0.5423)
AEXPT -0.3471 0.0111 0.2562 -0.3262 -0.0128 0.5721
(-1.6947) (0.0719) (0.4945) (-0.9500) (-0.0694) (0.4435)
AINVREC -0.6255 -0.5365 1.2034 0.0449 -0.4270 4.6758
(-0.6743) (-0.7664) (0.5128) (0.0515) (-0.9087) (1.4279)
AOWN 0.2773 -0.5573 -5.1899" -1.0720 0.6624 -2.9884
(0.2847) (-0.7582) (-2.1059) (-0.9607) (1.1013) (-0.7129)
AFOR -0.4928 -0.1371 1.7382 -2.7939* 0.4761 6.6639
(-0.5699) (-0.2102) (0.7946) (-1.9820) (0.6266) (1.2585)
OPINION 0.0041 0.4474 0.0253 1.0934 0.2857 -2.0302
(0.0105) (1.4996) (0.0253) (1.6943) (0.8214) (-0.8375)
_cons 0.0125 0.3882"** 0.0726 -0.4353 0.3463 5.9814
(0.1006) (4.1401) (0.2308) (-0.5205) (0.7684) (1.9042)
Industry &
AuditoryFE YES YES YES YES YES YES
N of Obs. 364 364 364 309 309 309
R-squared 0.1531 0.2038 0.2063 0.3540 0.3056 0.4239
Adj. R-squared 0.0051 0.0647 0.0676 0.1273 0.0620 0.2218

1) This table reports the results of estimating following equation by subsample for BIG4 and Non-BIG4 :

ANAH;, = By+ BIDESIG+ B,BIGA;, + B3ASIZE;  + BALEV [+ B;GRW,, + BgA ROA

+ B:AEXPT, + BA INVREC, ,+ ByA FOR, + B1yA OWN,,+ 8,,OPINION,, + S IND+ S AUD+e¢;,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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Hyeonjung Kim - Seung Weon Yoo

(Table 8) The change in rank-specific audit hours for periodically designated firms

Panel A: Industry Specialist

(Industry Specialist and Non-Specialist)

Panel B: Non-Specialist

Modell Model2 Model3 Model4 Modelb Model6
APAH ASAH AIAH APAH ASAH AIAH
DESIG 0.0687 0.3306"** 0.3271 0.3644*** 0.1210* -0.0032
(0.7246) (4.5983) (1.2879) (3.6938) (2.1976) (-0.0091)
BIG4 0.6155 0.3942 0.9028 0.4353 -0.0335 -6.4083"
(0.7760) (0.6550) (0.4247) (0.5662) (-0.0780) (-2.3618)
ASIZE -0.3542 0.2276 0.7212 -0.2122 -0.0608 -0.7808
(-1.2647) (1.0710) (0.9608) (-0.8212) (-0.4214) (-0.8560)
ALEV 0.2010 -0.1773 -3.1569 -0.0780 0.4681 -2.9588
(0.2390) (-0.2780) (-1.4011) (-0.1425) (1.5328) (-1.5324)
GRW 0.2651 -0.0078 -1.1640" 0.4326* 0.1417 0.6870
(1.2863) (-0.0497) (-2.1075) (2.0078) (1.1783) (0.9034)
AROA 1.7812** -1.3196% -4.1646* 0.1800 -0.0170 -1.4534
(2.6370) (-2.5749) (-2.3005) (0.4043) (-0.0682) (-0.9251)
LOSS 0.0378 0.0093 -0.1430 -0.1426 0.0044 -0.2020
(0.4098) (0.1327) (-0.5781) (-1.4617) (0.0807) (-0.5868)
AEXPT -0.2491 -0.0428 0.5529 -0.3045 -0.0682 0.0657
(-1.1181) (-0.2534) (0.9262) (-1.0458) (-0.4194) (0.0639)
AINVREC -1.2378 -0.9068 0.9304 -0.0226 -0.6274 3.5700
(-1.0980) (-1.0601) (0.3079) (-0.0291) (-1.4460) (1.3013)
AOWN 1.4195 0.0711 -8.8433** -1.0032 0.3499 -1.9810
(1.1620) (0.0767) (-2.7010) (-1.0575) (0.6608) (-0.5916)
AFOR -1.3731 -0.7237 3.7567 -0.9119 0.1118 2.4353
(-1.3229) (-0.9190) (1.3504) (-0.8377) (0.1840) (0.6338)
OPINION 0.0263 0.2755 0.2688 0.0915 0.5508 -1.0346
(0.0459) (0.6351) (0.1755) (0.1598) (1.7241) (-0.5122)
_cons -0.8111 -0.2518 -0.4334 -0.4829 0.3644 6.1288"
(-0.9983) (-0.4085) (-0.1990) (-0.6204) (0.8386) (2.2308)
Industry &
Auditor FR YES YES YES YES YES YES
N of Obs. 261 261 261 412 412 412
R-squared 0.2347 0.2777 0.2734 0.3013 0.2885 0.3835
Adj. R-squared 0.0150 0.0703 0.0648 0.1164 0.1002 0.2204

1) This table reports the results of estimating following equation by subsample for Industry Specialist and
Non-Specialist :

AAH,;, = -+ B,DESIG,+ B,BIGA,,+ ;A SIZE;, + B,ALEV ;,+ ;GRW,,+ ;A ROA,,+ 3,LOSS
+ B, A EXPT, + BN INVREC,, + oA FOR,, + B1yA OWN,,+ 3,,OPINION,,+ S IND+ S AUD+ ¢,

2) *, ** and *** denote the significance at 10%. 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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Hyeonjung Kim - Seung Weon Yoo

(Table 9) The level of rank-specific audit hours after the periodic designation

Modell Model2 Model3
InPAH InSAH In[AH
DESIG -0.1907** -0.2127* -0.3614"**
(-3.1760) (-4.7049) (-3.8689)
POST 0.1034*** 0.1473*** 0.6551%**
(3.4832) (5.1352) (7.5833)
DESIGxPOST 0.1281 0.2050** 0.7164 **
(1.7491) (3.2608) (3.1426)
BIG4 -0.6666""* 0.1740*** 4.5095%**
(-14.7072) (5.4989) (38.1936)
SIZE 0.3155%** 0.4069*** 0.3648***
(17.4476) (31.6382) (9.3030)
LEV 0.0127 0.0506 0.4361
(0.1058) (0.6068) (1.5144)
GRW -0.0247 -0.1132 0.0841
(-0.3330) (-1.8231) (0.3935)
ROA -1.3468™"* -0.7602 ** -0.7570
(-4.0600) (-3.2063) (-0.9219)
LOSS 0.0223 0.1235 ** -0.2086
(0.4433) (3.1822) (-1.6291)
EXPT -0.0618 0.0231 0.0065
(-0.8467) (0.4240) (0.0328)
INVREC 0.1846 0.3263 * 0.2142
(0.9960) (2.5405) (0.4899)
OWN -0.6447"* -0.3716*** -0.4353
(-4.8042) (-4.2337) (-1.4081)
FOR 0.2778 0.4143 ** -0.6433
(1.4003) (2.9890) (-1.6902)
OPINION 0.1588 0.2063 0.8181
(1.0898) (1.1202) (1.4322)
_cons -3.2336™"" -4.3681*** -8.3092***
(-6.7167) (-12.9770) (-8.1657)
Industry FE YES YES YES
Firm Clustering YES YES YES
N of Obs. 1338 1338 1338
R-squared 0.4293 0.7090 0.7469
Adj. R-squared 0.4043 0.6963 0.7358

1) This table reports the results of estimating following equation :

INAH,, = B,+ B,DESIG,+ 3,POST,+ B,DESIG;< POST,+ B,BIGA, ,+ B,SIZE,, + BLEV ;,+ 8;GRW,,+ BROA,,
+ ByLOSS ,+ ByBXPT;, + By INVREC, + B,FOR,  + B,OWN,, + ,0PINION,,+ S IND+ ¢,

InAH is one of InPAH, InSAH, or InIAH, where InPAH is natural logarithm of partner's audit hours,
InSAH is natural logarithm of senior's audit hours, InJAH and natural logarithm of associate's audit hours.

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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(Table 10) The change in proportion by rank-specific audit hours for periodically designated firms

Modell Model2 Model3

AR_PAH AR_SAH AR _TAH
DESIG 0.0165** 0.0171 -0.0524**
(2.6509) (0.8707) (-2.7933)

BIG4 -0.0307"** -0.0744"" 0.0600*
(-4.4321) (-3.3876) (2.8714)

ASIZE -0.0726™"* 0.0841 -0.0329
(-4.0521) (1.4825) (-0.6079)

ALEV 0.1081" -0.0547 -0.0703
(2.1557) (-0.3441) (-0.4645)

GRW -0.0088 -0.0600 0.0480
(-0.6075) (-1.3062) (1.0971)

AROA 0.0954* 0.2139 -0.3774"
(2.0178) (1.4286) (-2.6465)

LOSS -0.0072 0.0343 -0.0349
(-1.0900) (1.6464) (-1.7582)

AEXPT 0.0014 0.0331 -0.0364
(0.0848) (0.6385) (-0.7376)

AINVREC 0.0296 -0.2976 0.4805*
(0.4084) (-1.2948) (2.1948)

AOWN 0.1159 -0.3158 -0.0704
(1.2422) (-1.0685) (-0.2500)

AFOR -0.0302 -0.0353 0.1088
(-0.3939) (-0.1452) (0.4700)

OPINION -0.0235 0.1147*** -0.0502"
(-0.7304) (1.1274) (-0.5184)

_cons 0.0131 0.0749 -0.0686
(1.2225) (2.2085) (-2.1240)
Industry FE YES YES YES
N of Obs. 378 378 378

R-squared 0.2594 0.1730 0.2178
Adj. R-squared 0.1409 0.0407 0.0927

1) This table reports the results of estimating following equation :

ARAH;, = fy+ B,DESIG;+ B,BIGA,, + B3 SIZE;, + B,ALEV ;,+ BsGRW,,+ BA ROA, + 5,LOSS
+ B A EXPT, + BAINVREC,, + ByA FOR,, + f1pA OWN;, + 31, OPINION,,+ . IND+ ¢,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).

Korean Management Review Vol.53 Issue.2, April 2024 453



Hyeonjung Kim - Seung Weon Yoo

N
[Rs)
o,
il
o
rir
N
o
ftl
O
ful
3L
_ﬂ
Ho,
it
)
1l
N
S
e

Selate) A
Tl
R ERANEE

=
o
ﬁ

o of\

O Hm =zl ofn
o o rl

rl
ol
ok
=

& ATE A FUAIRE T 718 AL ol
sto] A Arelel A5 AL skE dgdt
Atk AAE FUAIREE 71 AR A EA RS
Z 7EH AEY. AEAR B3 AR F4
I AAbEAd Fd G MA F slemw A
A1 A A EAZ R WEt levkE 2
Aol A gQletaat ?U/‘r (Table 11>% F714 A
% W71 Bl

HE A gt BA A7 APRH, ASRHe tigh
DESIGE] A% grol 242 10% g=rolx] gk 0.1749,
0.1112, AIRHe W3 DESIG] AlG #& 5%
TolA frelek -0.6290.2 YERY, 7714 A xl
27199 dFrdolat 4 %%ﬁolﬁﬁl At HE
Zbol HIAA7IY B} A F
ALY HAEATE 7 d—% & ? 2}&}.

gH, 71} o) del B
AZE 7% AR Gk v 5 i, 71
TA} oA HEAT O] B&45 TAKRIE 3]

al

ol olak ARl olal7} obd % 9l o] 7]
U1—7]-/\],oﬂ EO]QL_ 71—}\],/\]7]-,] 3l @1—2 101%___1 _/’: 2}
454

o} webA] ol e JEs FAlsH] fal B AT
AR 2(1)9 A5¥ AEAZHAPRH, ASRH,
AIRH)* AR ¥t 71, 2, 3l tig
S s (Table 12)& ©] 5 7}
**101] e 22 HojErh B84, 45847t
APAH, ASAHY o #4141 DESIGE] Al #
ol 247 5%, 1% el Al el 0.1728, 0.1645
2, AIAHC| tg DESIGY] Al 3k frolaiA &
< 0.297702 YT &, AEARE BA|5H
= HIAA 71l vla) AA 7] el ok ol
A g SEFAS AL AR Re] TS AA STt
s 7A4 o7 Urﬂ
—%z FolAl = @skov 454 &
xﬂA 71}; %xﬂ A Foato] e 7}d29k 39 At
v ud = Ao® YEst 72 4
A3}, Wéﬂm ol FEM DESIGE 523913
AIARS] ZARAIZE W gLl el 1% ol Al frof g
0.2417(t-value: 3.9631)%, $42¥3AH X &
A DESIGE A7 olAke] ZHARAIZE "t o
dl 10% F=ollA 5213 0.2358 (t-value: 2.2312)
o2 yepgrt. 7Hd3d tig BAARE e 2
o AR E AR Eel A DESIGE 552913
AIARS] ZARAIZE WSl el 1% ol Al frof g
0.3104(t-value: 4.4003)%, BAFRIARE AR &
2ol DESIGE 9F-FaolAte} 553U AlAL]
ARAIZE W ste] s 25 10% FFolA ol s
0.2235(t-value: 2.5159)¢} 0.1226(t-value:
2.2168) 0.2 et webA, FAFSAEAY o
SF AT AR o] =S AEe AR F
7PF FEAE Ake AEAIT] 71 AT
e G FASAR 8] FAHE AR
e

Korean Management Review Vol.53 Issue.2, April 2024



The Effect of Periodic Auditor Designation on Rank-Specific Audit Hours

(Table 11) The change in rank-specific review hours for periodically designated firms

Modell Model2 Model3

APRH ASRH AIRH
DESIG 0.1749* 0.1112* -0.6290**
(2.2608) (2.3316) (-3.0436)
BIG4 -0.4224*** -0.0415 0.8023***
(-6.3548) (-1.0107) (4.5463)

ASIZE -0.1530 0.0289 0.4957
(-0.7573) (0.2318) (0.9352)
ALEV -0.1259 -0.1563 -3.3445"*
(-0.2609) (-0.5252) (-2.7359)

GRW 0.2097 -0.1368 -0.2535
(1.2314) (-1.3036) (-0.5747)

AROA 1.0061* 0.2124 -1.7103
(2.6276) (0.8995) (-1.6926)

LOSS 0.0053 0.0318 0.1014
(0.0669) (0.6563) (0.4902)

AEXPT 0.0776 0.2141 0.1433
(0.3695) (1.6524) (0.2553)

AINVREC -0.5143 -0.2417 0.0302
(-0.7577) (-0.5775) (0.0167)

AOWN 0.0905 0.7502 0.1987
(0.1187) (1.5954) (0.0986)

AFOR -0.9148 0.2293 1.6048
(-1.0869) (0.4419) (0.7137)

OPINION 0.0379 -0.0912 -0.8972
(0.0964) (-0.3764) (-0.8534)

_cons 0.2563 -0.0311 -0.3087
(1.7336) (-0.3412) (-0.7826)

Industry FE YES YES YES
N of Obs. 667 668 673

R-squared 0.1657 0.0676 0.1228
Adj. R-squared 0.0920 -0.0145 0.0462

1) This table reports the results of estimating following equation :

ARH;, = By+ 3,DESIG;+ B,BIG4;,+ B3 SIZE; + B,ALEV ;,+ B;GRW,,+ BeA ROA;, + :LOSS ;,+ B, EXPT;,
+ BAINVREC,, + oA FOR,,+ B1A OWN,, + 1, OPINION,,+ . IND+ ¢,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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(Table 12) Controlling the effect of review hours on audit hours

Modell Model?2 Model3
APAH ASAH AIAH
DESIG 0.1728** 0.1645** 0.2977
(2.7154) (3.9252) (1.6279)
APRH 0.3002***
(8.9794)
ASRH 0.0565
(1.5698)
AIRH 0.6638"**
(18.1689)
Control Variables YES YES YES
Industry & Auditor FE YES YES YES
N of Obs. 667 669 673
R-squared 0.3304 0.2034 0.5596
Adj. R-squared 0.2285 0.0825 0.4933

1) This table reports the results of estimating following equation :

Gt

AAH,, = By+ BDESIG,+ f,A PRH, (, ASRH,, or AIRH,
+ B:AROA;, + BLOSS ,,+ oA EXPT; ,+ BN INVRE

+ 2 IND+ X AUD+ey,

)+ B3BIGA + ByASIZE;, + BsA LEV ;,+ BoGRW,

CiF+ BuAFOR;, + ;A OWN; + B130PINION,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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The Effect of Periodic Auditor Designation on Rank-Specific Audit Hours

(Table 13) The change in rank-specific audit hours for periodically designated firms
(Audited within 6 years by same auditor or not)

Panel B: Not audited within 6 years by
same auditor

Panel A: Audited within 6 years by
same auditor

Modell Model2 Model3 Model4 Modelb Model6

APAH ASAH AIAH APAH ASAH AIAH

DESIG 0.0298 -0.0019 -1.0375 0.2926** 0.1664** -0.2754
(0.1275) (-0.0113) (-1.6817) (3.0512) (3.1286) (-0.6941)

BIG4 0.0143 0.0129 -1.4140"*" | -0.4815*** 0.0710 0.5422
(0.1886) (0.2282) (-7.0399) (-4.6671) (1.2400) (1.2702)

ASIZE 0.2443 0.1595 -0.8103 -0.2622 0.0332 -0.4465
(0.7290) (0.6415) (-0.9143) (-1.0757) (0.2455) (-0.4427)

ALEV 0.1230 -0.7696 -2.9713 0.3092 0.4273 -0.0337
(0.1957) (-1.6503) (-1.7880) (0.5276) (1.3144) (-0.0139)

GRW 0.3017 0.2846 1.6904** 0.4370* -0.0647 0.3203
(1.3480) (1.7135) (2.8558) (2.0620) (-0.5503) (0.3654)

AROA -0.2091 -0.8125 -2.2485 0.5070 -0.4363 -1.3166
(-0.3227) (-1.6894) (-1.3120) (1.0353) (-1.6061) (-0.6499)

LOSS -0.0906 0.0771 -0.1704 -0.0369 0.0053 -0.2219
(-1.0318) (1.1835) (-0.7341) (-0.3454) (0.0898) (-0.5015)

AEXPT 0.0861 -0.1567 0.1117 -0.9405*" 0.2426 0.7860
(0.4601) (-1.1276) (0.2256) (-2.6586) (1.2364) (0.5371)

AINVREC -0.3474 -0.1483 0.0871 -0.0066 -0.6047 1.6279
(-0.3794) (-0.2182) (0.0360) (-0.0076) (-1.2505) (0.4514)

AOWN -0.9922 -0.1970 -4.2095 -0.5492 1.3224* -1.2838
(-1.0525) (-0.2815) (-1.6885) (-0.5527) (2.3992) (-0.3123)

AFOR -0.1655 -0.2326 -0.7388 -1.2556 1.1996 0.0741
(-0.1760) (-0.3333) (-0.2971) (-1.0450) (1.7998) (0.0149)

OPINION 0.0577 0.3563 0.1642 0.7572 0.2708 -1.4471
(0.1478) (1.2295) (0.1590) (1.1845) (0.7636) (-0.5472)

_cons 0.0047 0.3026** 1.4164*** 0.3570 0.1160 1.0187
(0.0327) (2.8592) (3.7564) (1.5863) (0.9289) (1.0940)

Industry FE YES YES YES YES YES YES

N of Obs. 337 337 337 336 336 336

R-squared 0.1155 0.1441 0.3381 0.2710 0.2456 0.1080
Adj. R-squared -0.0465 -0.0126 0.2169 0.1309 0.1006 -0.0634

1) This table reports the results of estimating following equation by subsample for firms audited within 6 years by
same auditor or not :

AAH;, = By+ BDESIG;+ $,BIGA,, + B3/ SIZE,, + B,ALEV ;,+ BsGRW;,+ BA ROA,, + 5,LOSS
+ B:A EXPT, + BsA INVREC, 4+ ByA FOR,  + B1y> OWN,, + 8,,OPINION,, + S IND+¢;,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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(Table 14) Controlling the effect of auditor change on audit hours

The Effect of Periodic Auditor Designation on Rank-Specific Audit Hours

Modell Model2 Model3

APAH ASAH ATAH

DESIG 0.3457* 0.0965 -0.3306
(3.0826) (1.6055) (-0.7079)

BIG4 -0.5469*** 0.1134 1.1626"
(-4.3134) (1.6679) (2.2021)

ASIZE -0.1520 0.0189 -0.5393
(-0.5550) (0.1284) (-0.4728)

ALEV 0.1975 0.4626 -1.1707
(0.2624) (1.1461) (-0.3735)

GRW 0.4396 0.0194 0.6651
(1.8208) (0.1499) (0.6616)

AROA 0.5549 -0.3783 -1.8780
(0.9991) (-1.2703) (-0.8122)

LOSS -0.0794 0.0147 0.1467
(-0.6423) (0.2220) (0.2850)

AEXPT -0.9393" 0.3152 0.7357
(-2.5648) (1.6049) (0.4825)

AINVREC -0.1701 -0.4562 -0.3184
(-0.1654) (-0.8274) (-0.0744)

AOWN -0.8212 1.3989* 0.7659
(-0.6617) (2.1020) (0.1482)

AFOR -1.2243 1.2918 -0.9760
(-0.8957) (1.7627) (-0.1715)

OPINION 0.6630 0.1370 -1.2447
(0.9622) (0.3707) (-0.4339)

_cons 0.2903 0.2846" 0.1425
(1.0977) (2.0074) (0.1295)

Industry FE YES YES YES

N of Obs. 282 282 282

R-squared 0.2456 0.2534 0.1276
Adj. R-squared 0.0783 0.0879 -0.0658

1) This table reports the results of estimating following equation without sample of auditor change :

AAH, = By+ B\DESIG,+ B,BIGA, + B,A SIZE;, + B,ALEV ;,+ B;GRW,,+ A ROA,, + 3,LOSS ,,
+ B;AEXPT,,+ BsAINVREC,  + BA FOR, , + f1¢A OWN,,+ 8,,OPINION,,+ S IND +¢;,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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(Table 15) Controlling the effect of auditor change direction on audit hours

Panel A: BIG4 Panel B: Non-BIG4

Modell Model2 Model3 Model4 Modelb Model6
APAH ASAH AIAH APAH ASAH AIAH
DESIG 0.0917 0.2462*** -0.0422 0.2683* 0.1232 1.5943***
(1.1353) (4.0134) (-0.2737) (2.1474) (1.7834) (4.0624)
BB(or NN) 0.1424 -0.0828 -0.7557*" -0.0983 -0.0247 0.2658
(0.9960) (-0.7633) (-2.7732) (-0.7836) (-0.3564) (0.6743)
NB(or BN) -0.4234 0.2572 4.6368""* 0.4123* -0.0661 -4.5044***
(-1.8765) (1.5012) (10.7789) (2.5056) (-0.7257) (-8.7135)
ASIZE 0.0037 0.1336 -0.7182 -0.2080 -0.0197 -1.5265
(0.0170) (0.8008) (-1.7152) (-0.7328) (-0.1256) (-1.7125)
ALEV -0.1729 -0.3101 -2.8684*" -0.3259 0.7856" -0.1063
(-0.3038) (-0.7177) (-2.6446) (-0.4929) (2.1484) (-0.0512)
GRW 0.1733 0.0927 0.0207 0.4755 -0.0168 1.1275
(0.9721) (0.6847) (0.0610) (1.9245) (-0.1228) (1.4526)
AROA 1.1263 -0.5001 -0.7493 0.1435 0.0936 0.0451
(1.9226) (-1.1243) (-0.6710) (0.2734) (0.3222) (0.0274)
LOSS 0.0448 -0.0025 -0.2835 -0.0738 0.0002 -0.7588"
(0.5614) (-0.0411) (-1.8615) (-0.6530) (0.0033) (-2.1370)
AEXPT -0.3283 -0.0003 0.0564 -0.3022 -0.0190 0.2629
(-1.6239) (-0.0017) (0.1463) (-0.8988) (-0.1023) (0.2489)
AINVREC -0.6690 -0.5101 1.6688 0.3604 -0.4366 2.0459
(-0.7311) (-0.7340) (0.9566) (0.4194) (-0.9187) (0.7580)
AOWN -0.0383 -0.3683 -2.3367 -1.1011 0.6832 -2.3487
(-0.0396) (-0.5023) (-1.2694) (-1.0072) (1.1300) (-0.6839)
AFOR -0.1350 -0.3506 -1.3267 -2.4090 0.4763 3.6948
(-0.1567) (-0.5359) (-0.8078) (-1.7358) (0.6205) (0.8475)
OPINION -0.0101 0.4559 0.1380 0.8709 0.2999 -0.0286
(-0.0259) (1.5392) (0.1855) (1.3730) (0.8548) (-0.0144)
_cons -0.1215 0.4661*** 0.7720* -0.2990 0.3672 5.3458*
(-0.6602) (3.3356) (2.2008) (-0.3614) (0.8026) (2.0572)
Industry &
Auditor TR YES YES YES YES YES YES
N of Obs. 364 364 364 309 309 309
R-squared 0.1816 0.2208 0.5645 0.3878 0.3072 0.6183
Adj. R-squared 0.0323 0.0786 0.4851 0.1657 0.0559 0.4798

1) This table reports the results of estimating following equation by subsample for BIG4 and Non-BIG4 :

ANAH;, = B+ B, DESIG;+ B,BB(or NN, ,) + B3NB(or BN) ;,+ B,ASIZE;, + B;ALEV ,,+ BeGRW,,+ ;A ROA
+ BLOSS ;,+ ByAEXPT,,+ B1yAINVREC; ,+ 3, AFOR,,+ 3,,A OWN,,+ 3,;,0PINION

+XIND+XAUD+e¢;,

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
3) Detailed definition of variables is in the note of equation (1).
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