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Abstract

The recently revised Act on External Audit has taken effect as of November 2018, where
standard audit hour rule is included to enhance the audit quality requiring appropriate
audit hour input. It has two issues, one is how much the standard audit hours should be
and the other is how to control the auditor proficiency between positions when deciding
standard audit hours. This paper focuses on the latter issue and studies if auditor
proficiency measured with the KICPA position proficiency weight is economically
meaningful and has audit quality implication. The KICPA proficiency weights of partner
and junior CPA are 1.2, and 0.4 with senior CPA being 1. The results are as follows.
First, we find that the audit proficiency decreases discretionary accruals, the proxy of
audit quality. Second, the degree to which the audit proficiency decreases discretionary
accruals is pronounced with non-bigd firm. The results imply that the KICPA position
proficiency weight reflects auditor experiences which help to improve audit quality.
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Table 1. Sample Selection Procedure

Asia-Pacific Journal of Business Vol, 10, No, 4, December 2019

Classification Companies/Year
A Listed Company at the KOSPI/KOSDAQ (2014~2017) 10,915
Missing Value (7,152)
Admininstrative Issues (141)
Settlement Month (46)
Impaired Capital (6)
Outlier (121)
Total 3,449
Frgn @ sfoljEn]s %z grow ()
InvRec : A|TARF - wiEAA HF Ind : 2k in)
LargeShare @ HjFF &5 Year : Q=¥ ¢u]
Issue : AFVFAFTEE F7} GR(F7)sH
gow 1, 2% o 0) 3 ER A
Loss : B7|eEd 719 o (R lkesddold
1, 234 o 0) B oove] mEe f715EAE 2 22E
Growth : A& Foll A 714e o RS ER
Clo : JUBEATTE FRbe A FARIRE ofREAl Al
Lev : BAH|& 201492 201797kR]0|n] 25 7|7
LagAceruals 7] el W Ahm F4REY AAEAIN 25 (DART)
First : Z2EZAL F(ZEAALIHE 1, 237 o BAE AR IAE o] galdr} wak, the
oo 0) o] AL WS UIYe HFREOR st
Market : FASEAPG o (Z2E7]JolH 1, ATt

Table 2. Sample Distribution

Year
CEEareEitey 2014 2015 2016 2017 Total
by Industry
Manufacturing 2,725
Industry 635 677 682 731 (79.01%)
Service Indust 114 114 117 112 457
ry (13.25%)
Construction 54
Industry 14 16 14 10 (1.57%)
Wholesale and 188
Retail Industry 45 %0 48 45 (5.45%)
25
Other 5 5 8 7 (0.72%)
Total 813 862 869 905 3,449
(23.57%) (24.99%) (25.20%) (26.24%) (100%)
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Table 3. Descriptive Statistics

Variable Mean SD Min Median Max
DA -0.002 0.077 -0.282 -0.001 0.581
AHH 800.1 861.7 13.00 606.0 14,321
AH 6.473 0.569 2.565 6.407 9.569
PAH 6.358 0.538 2747 6.302 9.529
AHG -0.115 0.150 -0.644 -0.111 0.182
NonBig4 0.502 0.500 0 1 1
Size 25.89 1.256 22.54 25.66 31.61
Frgn 0.366 0.301 0 0.318 1
InvRec 0.471 1.689 0.001 0.245 47.55
LargeShare 0.274 0.141 0 0.244 0.855
Issue 0.515 0.500 0 1 1
Loss 0.270 0.444 0 0 1
Growth 0.080 0.257 -0.701 0.040 4.467
Cfo 0.050 0.094 -0.807 0.049 0.828
Lev 0.383 0.197 0.007 0.375 0.988
LagAccruals -0.128 2.620 -145.28 -0.025 2.808
First 0.307 0.461 0 0 1
Market 0.617 0.486 0 1 1
N=3,449

Note: Variable:

DA : MIHHE THZHZ] Ehiol

AHH : CHEZEARA|ZH

AH(Audit Hour) : Eb==ZtAMA|ZS] RIAZ 7L

PAH(Proficiency-adjusted Audit Hour) : ZXZEAIA|Zte] A= TZt
AHG(Audit Hours Gap) : KICPA ZIAI&2{E (PAH-AH)

NonBigd : SASZFAICI T{0|(ZHAFRI0] NonBigd 010|T 1, JHX| &Z20 Q)
Size : ZALHT|LAKEEA Q| AIAZ )

Frgn : SiQIOEH|2(TEN | 0IEA)

InvRec : R AMHOKERNR BIS(RH DA OHSRHA | 7| LALESH)
LargesShare : 2|LiFF X2

Issue : MFESHZSE St OIF(B7ISIA2H 1, JHA| pieH 0)

Loss : 27|&EAl 7| OfF(E7[aEA0|H 1, JHX| Z2H ()

Growth : AHMEEE(T | URHEA-7 | ZXHEEA | 7| ZRHEEA)

Cfo : UUSHFSE(ZYLSHFSE | 7|ZAHIBAH)

Lev : SAH|S(7|ZFMEA | 7|ZAHEEA)

LagAccruals : M7| SEHNHT[20| - AALSHFSE | 7|ZAHIEH)
First : REZH} 0fB(REZHA0[E 1, TJ2K| o ()

1
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1) 92 71d Studentized Residual®] #ko] 25 Hloju=
(2) WY FEo] obd 714 HEAE B2 AT 9 2ol wet
(3) Aiko] 12€91 714 HEREL 3449717} AAHN e, O A=
(4) A2z o] obd 714 (Table 1)l AA=o] St

(5) NICE H7FHE(5)9] KISVALUESIA A
AR 7o) 7Fsgk 719

0) F8H5Y AAFTAIANEH(DART) O &
A8 FAR A A A FARRRE 5 V. A1 /\ Z J—q_
Hel 7Fset 714

1. 71&8AF% 2aadAEA
1) T4 7192 A o= 7R °one

F2 T AFAEL 5Ado] elate] dwbr]y B Aol HEHEE digh S, I
¥} vlav) ogy] wlFeltt (2) #eUd F&H I, SAMTFES] 71EE AL (Table 3) o A
o] 719& 2 7197 vlarbsAde] sol A€ Al=lo] 9
shoeh. (3) Axbdo] 12€0] opd 7|4 HE Aol b AAFE] AR S
AS dAAA AFAES] varbsEds = (DA)S] Het 7} S99+ ZH2F -0.002¢} -0.001
ol7] sl ALt (4) A2 7L o ot} WHETMAMIZHAHH)S] B2 8001417
2 7199 vlarbsde] vrol AlLlsict. o], AAZIZHAH) B> 6.4730|t}, A
B AFE oA vAE JFE biAIE] AAAIZE] AARTIZHPAH) B 6.3580]
QJste] HupaE At 2 WgEe] - 3t o} #AHFE AMSE KICPA HAGE=
A SEAE AR, ZFEsiRARK (AHG) 9] & —0.1159]},

Table 4. NonBig4-Bigd Sample Differences

NI NonBig4 Big4
Mean Median SD Mean Median SD

DA 0.004 0.003 0.079 -0.001 0.000 0.074
AHH 542.6 493.0 405.7 1,059 779.0 1,091
AH 6.205 6.200 0.406 6.743 6.658 0.582
PAH 6.197 6.190 0.410 6.520 6.441 0.599
AHG -0.007 0.025 0.100 -0.223 -0.215 0.108
Size 25.46 25.38 0.818 26.33 26.10 1.452

N 1,730 1,719

Note: Variable:

DA : HIiHS THEFX L

AHH : EFE%MWF

AH(Audit Hour) : CHEZEARA|ZES| RjOIZ

PAH(Proficiency- adjusted Audit Hour) : AM|7 ko AIAZIZL
AHG(Audit Hours Gap) : KICPA 7”\}:31: (PAH-AH)

NonBigd4 : ZA3ZIAICI [{0|(ZHAIRI0] NonBig4 #°10|M 1, JHX| £2H ()
Size . SR |EAMEBAL AAZTZN
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A B 50.207F FAFAARL ZRARRIO] 6.5208% o] HEL tigEARIe] &
(NonBigh)& Adstglor] AA=as Hsfel  LFPARIEG #9it) #4wsel KICPA 7
T FOR TARKGSIze) o] Ht2 25.89 itk ARFEEQAHG)S  Hue FLIARIO] -
S QuiEH&(Frgn)e Ft 36.6%0|™ A3zt 0.007, tha&7HAkelo] —0.22302 thazHAtelo]

2k wiEA ¥S(InvRec) o] Y- 47.1%0|ct, TAYMARIEG o] Zth BE = 487
=7 RAE-S(LargeShare) @] H-2 27.4%0]1, AkQle] 1,73070, tiEZARRIe] 1719712 F %
Hit 51.5%7F AFLEdTEE] S7Hissue)dt B ol Ae] FUst A& Bt
Sk AA ROl 27.007F B71EA Loss) S 2 dAte] Fa WS 7 A BHe
Borh, A3 (Growth)& 9t 8.0%= (Table 5yl AAEFGATE  ZARAREG A€
ERgon, JAeEEFTTE(Clo) 2] Hit 0.050 WPl SETAMIZHAHH, AH), Z7HAMIRE
o]}, FAM|&(Lev)] H-2 38.3% o, A (PAH)& E5F A HAN(DA)T Fofgt &
7] Fbgdo] Ht-e —0,1280]t}, ZPARIS WA ()] FAHAE Bolok whdel|, 7 19] #
3 2= Firshe AR 30.7% o I Al Z=0] KICPA 7AEEE(AHG)E Al b
P 71 (Market)S 61.7% St AHDA)T frofatA] 2 H+)el FadAE
(Table 4)& WATARIG FAFTARI 2F Hojok ey AR Ao o weEe)
T8 W] Apols HofFa gk FERS FEFE AR @il = BAg Aielnz,
DAE F2IMARIA @Al Hitol tE WsES AdsH SAg eI
0.0049} —0.0010.2 &I 97} o] bt B3kl geldt dart 9ot
ol WETAIAIZHAHH) e 22870419 7P 29] 2721 NonBigd W4eh TR
o] 542.6, h@ZARRI 1,0590]1, Ad=agk e Wl SEHARIRHAHH, AH), 2487
(AH) B2 FAaFARI0] 6,205, tHFZARI ARZHPAH)E B frolgh 59 dadis
o] 6,743 tPTAIRIS] AAIFAIAITEO] F Hoom, KICPA TAKFHE(AHG)E NonBigé
2FARIEG O Ho] FA=HAT 287} Wk foldk (el JHAAE Bt

ARKPAH) 2 FaFAARI0] 6.197, HE

Table 5. Correlations

Variable DA AHH AH PAH AHG NonBig4
DA 1 -0.039 ** -0.039 *** -0.038 ** 0.007 0.024
AHH -0.023 ** 1 1.000 *** 0.938 *** -0.382 *** -0.508 ***
AH -0.040 ** 0.808 *** 1 0.938 *** -0.382 *** -0.508 ***
PAH -0.039 ** 0.799 *** 0.965 *** 1 -0.068 *** -0.284 ***
AHG 0.010 -0.201 *** -0.335 *** -0.077 *** 1 0.735 **
NonBig4 0.030 * -0.300 *** -0.473 *** -0.300 *** 0.719 == 1

Notes: 1. Variable:
DA : HIiHS THEFX L
AHH : EHEZEARAIZE
AH(Audit Hour) : ER=ZrAA[ZE] AtZT2)
PAH(Proficiency-adjusted Audit Hour) : =M ZHAA|ZE] RIAZTZL
AHG(Audit Hours Gap) : KICPA ZIAI=E T (PAH-AH)
NonBigd4 : ZA3ZIAICI [{0|(ZHAIRI0] NonBig4 #°10|M 1, JHX| £2H ()
2. *, ™ and *** indicate significance at the 10%, 5% and 1% levels, respectively
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Table 6. Association of Actual Hours with Discretionary Accruals

DA
Variable Coefficient t Value Significance
AH -0.007 -2.95 *** 0.003
NonBig4 -0.002 -0.92 0.359
Size 0.005 4.49 ** 0.001
Frgn 0.000 0.04 0.965
InvRec 0.001 1.39 0.164
LargeShare 0.024 3.92 *** 0.001
Issue -0.007 -3.95 *** 0.001
Loss -0.083 -30.13 *** 0.001
Growth 0.069 20.16 *** 0.001
Cfo -0.640 -65.69 *** 0.001
Lev -0.024 -5.26 *** 0.001
LagAccruals -0.000 -1.12 0.263
First 0.002 1.20 0.229
Market 0.002 1.06 0.288
Ind Included
Year Included
F-value 250.36***
Adj R? 0.603
N 3,449

Notes: 1. Variable:

DA : ‘SIHTHS THEH Lol
AH(Audit Hour) : EHEZARA|ZES] AFAZTZL
NonBig4 : ZATZIAIR! T{O|(ZHAKRI0] NonBig4 H2I0|H 1, JHX| 22M 0)
Size : BRHLHT|LYAAEA | A=

Frgn : dieofZEH|E

InvRec : R DAMAHOIER|A HIZ

LargeShare : Z[iFF X2
Issue : FE=EIZSE S
Loss : &7|=2A 7|y o

Growth : AMAMENE

Clo - ZUEES

=20

Lev : St

LagAccruals : 7| ZEM
First : ZEZAF OJ2(X
Market : ZAEA|E ©

Ind : AtetE OO
Year : GIEH 0|

o552
4I:IEE

gk

2. * * and *** indicate significance at the 10%, 5% and 1% levels, respectively
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Table 7. Association of Proficiency-Adjusted Hours with Audit Quality

Variable DA
Coefficient t Value Significance
PAH -0.008 -3.49 *** 0.001
NonBig4 -0.000 -0.25 0.804
Size 0.005 4.80 *** 0.001
Frgn 0.000 0.06 0.952
InvRec 0.001 1.39 0.164
LargeShare 0.023 3.87 *** 0.001
Issue -0.007 -3.96 *** 0.001
Loss -0.083 -39.10 *** 0.001
Growth 0.069 20.19 *** 0.001
Cfo -0.640 -65.75 *** 0.001
Lev -0.024 -5.00 *** 0.001
LagAccruals -0.000 -1.10 0.271
First 0.003 1.25 0.211
Market 0.002 1.12 0.264
Ind Included
Year Included
F-value 250.79***
Adj R? 0.603
N 3,449

Notes: 1. Variable:
DA : MTTS RfZE Lol

PAH(Proficiency-adjusted Audit Hour) : Z=MZIAIA[Zte] RII2T 7t
2. %, * and *** indicate significance at the 10%, 5% and 1% levels, respectively

o X8 - (Caramanis and Lennox, 2008;
Lee Jae-Eun, Bae Gil-S. and Choi Seung-Uk,
2018; Ryu Seung-Woo et al., 2015)0x] ZFA}
ARte] Z7KHSS AFH el Faste] 2
AREES] ETRE Bt itk

2 AdToME dadTele] v EXoR
AR ATndo] Mdgdye} e A7dRs
A ATt e, 7k 19] 2 Astet
AwAo] lEA| Feldtaat drh BAMe
712 ATFRFA FAHFT GEFAARE

(A= dAste] 48ttt

SEAAAREY AR Aol 2he] ddol
gk AFEA A= (Table 6) ol AAH o]
g}l\

A et T AIRHAH) = 0,007 2
2 1% FEolA freld 0] #e ®olaL 9l
th ole WEHAAREe] SRS Al 3
AYS Fol50] AR e Ve A
Aol duA gle Adeta & < ook

2) ZEZAIAIRZID THEE 2haoH
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Table 8. Result for Regression Analysis of Model 1

Variable DA
Coefficient t Value Significance
AH -0.007 -2.91 ™ 0.003
AHG -0.020 -2.40** 0.017
NonBig4 0.002 0.90 0.367
Size 0.005 4.48 *** 0.001
Frgn -0.000 -0.00 0.999
InvRec 0.001 1.38 0.167
LargeShare 0.024 3.91 0.001
Issue -0.007 -3.98 *** 0.001
Loss -0.083 -30.12 *** 0.001
Growth 0.069 20.21 *** 0.001
Cfo -0.640 -65.77 *** 0.001
Lev -0.025 -5.29 *** 0.001
LagAccruals -0.000 -1.07 0.286
First 0.002 1.20 0.229
Market 0.002 1.09 0.277
Ind Included
Year Included
F-value 239.58™**
Adj R? 0.603
N 3,449

Notes: 1. Variable:

DA : MIHS THEF LHHoH
AH(Audit Hour) : BHEZFARA|ZES] ApA2 74
AHG(Audit Hours Gap) : KICPA ZH|&EE (PAH-AH)

NonBigd : ZA3ZA

Size : EALL(|ALEA ] AIAZTE)

Frgn : sileiiEH|E

LargeShare : Z|LjFF
Issue : MFESHFS

Loss : E7|=2Al 7|
Growth : AHMAMZIE

Lev : SxjiH|E

Cfo : HULSHISE

LagAccruals : ®7| &
First : ZZZAL OJR(Z T ZHAL0|H
Market : FACEHA|ZL O

Ind : Atid 40|
Year : GIEH 0|

I

FAHO

| &

kol LOf(ZAFRI0] NonBigd ©Q101H 1, JIHA| 2H 0)

1, J%R| e ()

L5—=

o 0)

Fal=lES

HO

=

=7} o2 (B 612
B(e7|aaAo[M 1, O

ol

ZEAOIH 1, OHX| %2H 0)
FAE|H0|H 1, JHX| oH 0)

2. %, * and *** indicate significance at the 10%, 5% and 1% levels, respectively
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Table 9. Result for Regression Analysis of Model 1 by Nonbig4-Big4

DA
Variable Nonbig4 Big4
Coefficient t Value Significance  Coefficient t Value Significance
AH -0.004 -1.11 0.268 -0.009 -2.95 0.003
AHG -0.033 -2.73 ™ 0.006 -0.008 -0.74 0.461
Size 0.007 3.62 *** 0.001 0.005 3.41 ™ 0.001
Frgn -0.003 -0.77 0.442 0.002 0.58 0.564
InvRec 0.002 1.70* 0.089 -0.000 0.73 0.466
LargeShare 0.027 271 0.006 0.020 2.64 *** 0.008
Issue -0.007 -2.88 *** 0.004 -0.006 -2.72 % 0.007
Loss -0.085 -28.55 *** 0.001 -0.081 -26.35 *** 0.001
Growth 0.069 13.73 *** 0.001 0.069 14.84 *** 0.001
Cfo -0.651 -47.00 *** 0.001 -0.630 -45.76 *** 0.001
Lev -0.029 -4.29 *** 0.001 -0.022 -3.41 0.001
LagAccruals -0.000 -1.07 0.283 0.002 1.51 0.131
First 0.004 1.18 0.237 0.002 0.53 0.597
Market 0.001 0.43 0.669 0.004 1.21 0.225
Ind Included Included
Year Included Included
F-value 129.61*** 122.04***
Adj R? 0.609 0.597
N 1,730 1,719

Notes: 1. Variable:
DA : MIHS KEH Lol
AH(Audit Hour) : Eb=ZAMA|ZES] RIAZ 7L

AHG(Audit Hours Gap) : KICPA ZIAFSEIE (PAH-AH)

NonBigd : ZAZIAICl T{0|(ZHAFRI0] NonBigd 10|91 1, JHX| &£20 )

2. *, * and *** indicate significance at the 10%, 5% and 1% levels, respectively

2ol F/V5E AFA W] gaste] 7
AEAo] Erha Siglome Akl L W
9 ZAPPRE G FAT ATAIE o

o] WA AR o] BEE AL ol
2= A8 (Hackenbrack and  Knechel,
1997) % Sloeug ZAHFAMARE] S7fedas
A o] Fraate] TAEES FolEA
of thal EAskaat 71Ee] A7 wAl
WP ZARARHPA R E A5k 3|9
A s,

HAREE Zhe] BEdel gt

AZ=8A A= (Table 7)o #AIEo] 9t}

EXA9, ZFHTAAIZHPAH)S -0.0082.2
()9 e B} o=
AR w7 EA] 27AREe] S

te 7S A9
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Table 10. Result for Regression Analysis of Model 2

Variable DA
Coefficient t Value Significance
AH -0.010 -3.56 *** 0.001
AH*NonBig4 0.007 1.90* 0.058
AHG -0.005 -0.50 0.619
AHG*NonBig4 -0.027 -1.67 * 0.095
NonBig4 -0.045 -1.91* 0.056
Size 0.005 478 *** 0.001
Frgn -0.000 -0.14 0.891
InvRec 0.001 1.48 0.140
LargeShare 0.023 3.82 ** 0.001
Issue -0.007 -3.98 *** 0.001
Loss -0.083 -39.08 *** 0.001
Growth 0.069 20.22 *** 0.001
Cfo -0.641 -65.82 *** 0.001
Lev -0.025 -5.33 *** 0.001
LagAccruals -0.000 -1.02 0.309
First 0.003 1.23 0.219
Market 0.003 1.25 0.212
Ind Included
Year Included
F-value 220.18***
Adj R? 0.604
N 3,449
Notes: 1. Variable:
DA : JIHTHS M2 Lo
AH(Audit Hour) : EHZIAMA|ZER] RfAZ %L
AH*NonBig4 : EFEZIAIA|ZEEE SARZARI C{0]9] HSAHE Wy
AHG(Audit Hours Gap) : KICPA ZIAFSRAE (PAH-AH)
AHG*NonBig4 : KICPA ZIAISEESt SAMZARI {0|9] HSAHE Wy
NonBigd : SASZFAICI T{0|(ZHAFRI0] NonBigd ol0|T 1, JHX| &£20 ()
2. *, * and *** indicate significance at the 10%, 5% and 1% levels, respectively
ddoll et ASEA A= (Table 8) ol Al o] KICPA ZHAREART} 242 Ajwky
Aleo] 3t Ho] 3 Holgk= 7 15 AR 2
KICPA A7} Wi A zhe SAIg A E R o olEdk A FUE U
Fof| A Ay H o] Zhael o] QlEA 3] ARrolet slelebe A9 Amatke] ARE H|
A AAEE Aol whEW KICPA Ak EA AARIARC] O Bers A 2
HE(AHG)Y AlFE2 -0.02002 ddthe & asta AR Eokxle AoR Y
5% FeollAl frolgh 59 fHE Heolar stk S 4 ok FAWFOlA Sizeot Largeshare,



BTSN G AR Bl A 9 45

Growthi= ZF} 0.0052} 0.024, 0.0692 F-2]gk
F+)9] e HYPor, Issue} Loss, Cfo, Lev
= 72} -0.0073 —0.083, -0.640, -0.0252
o 09 we Btk ol AT o
28 vepge, 2 2] FAESe] Nonbigd,
Frgn, Invrec, LagAccruals, First, Market= f-

ofsh elsiet.
F

H

A BES F2FARINonbigd)H th
ZIARRI(Bigd) 22 UFFo] KICPA 7AlE=dEe}
A2 Y 7hol #AANS 7z B AS
A= (Table 9) o A=) L

A o3t FAYPTAI(Nonbigd) 32
oA KICPA TARSHZ(AHG)7} —0.0330%
1% FENA Frolgt 509 #e vehglen,
P71 (Bigd) BEEIAE KICPA 7AKGHE
S(AHG)7} -0.00822 £(-)9] gko] YgkAIqt
FJ3hA] ek}, ol 71 19014 KICPA THA}
UL F5E AR A o= A
T TAETARIY g g g AYS ¢ &

oO—= 1T
o

N

>

t

3

4) 2 KICPA ZAESEETQ}
OH

Ja o
0z 10

gt
=

>

o

e

l

0 7

5) ZARI RE20 2 KICPA
ZAISEE2 THEFR ZHaioHo)
2AH(OHE2 A8B)

AL PR KICPA FAKSHEES} A%k
g izte] AR ztol7h eTke 4
A= (Table 10) ol A|AI=o] et

7 19 BEFo| TAR] R mE AFE
IE SYErE I3 EMoE WANSTE
KICPA ZHAEEE(AHG)SF 487l tin)
H-(NonBigd) & AHeH sztgdspolrt, &
XA, #AAMESe] AHG*NonBigds —0.0272
2 10% FFollA ol 2] @ JERIS
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