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Does Long Auditor Tenure Impair Earnings Quality —
an Evidence (chen, Lin and Lin, 2008, CAR)
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Does Long Auditor Tenure Impair Earnings Quality —
al EVIdenCe ( Chen, Lin and Lin, 2008, CAR)
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Figure 1 Performance-adjusted discretionary accruals by audit partner tenure
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Capital Market Consequence of Audit Partner
Quality (aobdia, Lin and Petacchi, 2015, TAR)

>
I

» FHNEATSEACEENER Y ERRERR T S MSHEMNREIN
» HRES A% HEAT

» FZTHAR: 1995-2005 (estimate partner quality); 2006-2010 (capital market
analyses)

R

Do markets respond positively when a firm switches from a lower quality partner to a

higher quality partner?

® Do the markets perceive earnings to be more informative when higher quality partners

conduct the audits?

» Do IPOs who hire higher quality partners experience less underpricing and receive better

debt contract terms?



pital Market Consequence of Audit Partner

uality (Aobdia, Lin and Petacchi, 2015, TAR)
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Wear Your Auditor
on Your Sleeve

If a top-notch person conducts your
audit, it pays to let investors Rnow.

n the research of Daniel Aobdia, Chan-Jane

ngaging a big-name auditing firm holds
cachet for public companies, as well as
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PCAOB Release No. 2013-009
1666 K Street, NW December 4, 2013
P‘ AO B Washington, D.C. 20006
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Public Company Accounting Oversight Board www.pcacbus. org
For example, the disclosure of the name of the engagement pariner, combined
with other information compiled over time, could enable inveators and other financial
statement users to research the number, size, and nature of companies and indusiries
PCAOB Release No. 2013-009 in which the partner served as engagement pariner. Investors and other financial
December 4, 2013 statement users also could determine whether the engagement pariner for a parficular
IMPROVING THE TRANSPARENCY OF AUDITS: PCAOB Rulemaking audit has any U.5. Securities and Exchange Commission ("SEC" or "Commission”) or
PROPOSED AMENDMENTS TO PCAOB Docket Matter No. 029 PCAQB disciplinary history. Investors and other financial statement users also could

AUDITING STANDARDS TO  PROVIDE
DISCLOSURE IN THE AUDITOR'S REPORT OF
CERTAIN PARTICIPANTS IN THE AUDIT

&' The reproposed amendments to these standards can be found in
Appendix 2.

e —

£ gych bodies of information are already being created, for example, in
Taiwan where public companies are required to dizclose the names of the engagement
pariners. As described in Daniel Acbdia, Chan-Jane Lin, and Reining Petacchi, Capital
Market Consequences of Individual Audit Partners, Working paper (August 2013)

Summary:  The Public Company Accounting Oversight Board ("PCAOB" or "Board") is

reproposing amendments to its standards that would improve the available at htip//papers ssm.com/sol3ipapers. cim?abstract id=2321333, the Taiwan
transparency of public company audits. The amendments would require Economic Joumnal collects data that covers all public companies in Taiwan and includes,
(1) disclosure in the auditor's report of the name of the engagement among other things, the names of the engagement pariners, the accounting firm issuing
partner and (2) disclosure in the auditor's report of the names, locations, the auditors report, the regulatory sanction history of the pariners, and the audit
and extent of participation of other independent public accounting firms opinions.

that took part in the audit and the locations and extent of participation of

other persons not employed by the auditor that took part in the audit.

1. Research on the Disclosure of the Name of the Engagement Partner

Several studies examined whether engagement partner disclosure requirements
affect the prices of securities leading to more efficient markets. Knechel et. al. found
"considerable evidence that similar audit reporting failures persist for individual pariners
over time" and that in Sweden, where engagement pariner's names are disclosed, "the
market recognizes and prices differences in audit reporting style among engagement
partners”® Although much of this analysis was conducted using data on private
companies, many of the results continued to hold when the authors separately anahyze
public companies| A similar study conducted by Aobdia et al** used data from Taman
and also found that both debt and equity marketz react to the performance
characterisfics of engagement partners &
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= From Jan 2017 on, the partner information must be disclosed

AP

AUDITOR REFPORTING OF CERTAIN AUDIT PARTICIPANTS

Registered public accounting firms must repdst_information about certain participants in the audit and any amendments
PCAOB by completing and submitting this Form 3 ing to the instructions to Form AP

PCAOB

Public Company Accounting Oversight Board,

eto to the

It is important to refer to the instructions when completing each item of the Form. The Firm is responsible for completing each item
according to the instructions, and should not merely rely on the Firm’s own interpretation of the item descriptions appearing in this Form._

Italicized terms are defined in PCAOB Rule 1001, except for the definition of "other accounting firm" which appears in the general
instructions to Form AP. The Firm must apply those definitions in completing the Form.

| PART I - IDENTITY OF THE FIRM

| — ITEM 1.1 - NAME OF THE FIRM

a. Firm legal name

KFMG LLP

b. If different than its4#€gal name, state the name under which the Firm issued this audit report.

6. The name (that is, first and last name, all middle names and suffix, if any) of the engagement partner on the most recent period's
audit, his/fher Partner 1D, and any other Partner IDs by which he/she has been identified on a Form AP filed by a different registered
public accounting firm or on a Form AP filed by the Firm at the time when it had a different Firm 1D

(Family name (last name) Given name (first name) Middle name Suffix
Bradley Lawrence Paul
Partner 1D

0018500351
\

Previously reported Partner I1D(s)




Audit Firms’ Client Acceptance Decisions: Does

Partner-level Industry Expertise Matter? (Hsien and Lin,
2016, AJPT)

» Motivations and purposes
» |ndustry specialists provide higher audit quality and then decrease litigation risk.

» Different arguments

» Auditors use industry expertise as a risk management strategy to mitigate the effect of
risk on client portfolio management decisions.

» |ndustry specialists have incentives to shed risky clients to avoid litigation risk and protect
their reputations.

= To examine whether partner-level industry expertise, relative o firm-level industry expertise,
affects accounting firm'’s client acceptance decisions in Taiwan.

»  Also examine the effects of SOX and the EY restructuring in 2007 on the above issue.
» Sample period- 1999-2010 (Big 4 clients)
» Findings

» Partner-level specialists, rather than firm-level specialists, are less likely to accept clients with
higher audit risk (weak evidence for clients with higher financial risk).

» Partner-level specialists manage risks by accepting clients with less audit risk after SOX, even
in a lower-litigation regime such as Taiwan.




Auditor Partners’ Decision Behaviors before
Retirement—The Moderating Effect of Industry

SpecialistS (Kuo & Lin, 2023, under review )

» Moftivations

» Compared with the abundant studies on CEO retirement, studies on retiring
accounting professionals (i.e., horizon problem)are limited.

» Audit partners are the principals and agents of accounting firms, so their horizon
problems may not be similar to CEO:s.

®» Research questions
» Client acceptance decisions of audit partners approaching retirement

» Audit quality of audit partners approaching retirement

» Moderating effect: industry specialists



Auditor Partners’ Decision Behaviors before
Irement — Main FIndings

. Ve . PN
audit

1 -3 ’r
Five years 5 benchmark Four years partner
(.15 years on 5
average)

» Audit partners tend to accept less risky new clients and provide
services of similar quality in the preretirement period.

» |[ndustry specialist audit partners tend to accept risky new clients and
perform audit services of higher quality when they approach
retirement.
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» 5 8EEKIEAXEET (1989-1991)
» SRR ABEEE (summer 1994)

nternational Accounting

» Tea
Prgject Management Program

FREZXEE (spring 2013)

Ing Financial Reporting for International

ade three presentations

= “Capital market development and accounting standards
setting in Taiwan” at Kumamoto Gakuin University

= “Financial reporting quality and investment decisions in
family firms” at Kwansei Gakuin University

®» “Toward accounting academic” at Kwansei Gakuin
University
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Six arcs of the research-teaching-practice triangle
(Adapted from Kaplan (1989 129))
T ———
Research

\

Teaching -~

Fig. 1. Portrays the interaction between research, teaching and practice as a triangle with bi-directional connections linking each of the three nodes
(research, teaching, and practice). This framework serves to illustrate two major insights into these interactions. First, is the interdependence of
research, teaching and practice as activities central to the work of academics. Second is the recursive relationship between each pair of the three
activities: research and teaching; research and practice; and, teaching and practice. Thus, as illustrated in Fig. 1, research influences teaching,
teaching influences practice, and practice influences research.




‘|111$}

%3 B-

» [R5/ BHEHARZEE

» S0 HAEaEMR ZEm
= EHENSIRBEAZRAHS

o K1

-Eﬁﬁ@%%EﬂEZiﬁ

» i E) R R B EHEE R
=h

= 155 B = 152 5
SNEE

w5 BN ERRET 7T 2 363K

BEZnaa1E

375 Z An e B THER M X (2)

HEHBZES

‘Eﬁ}l
N

» SRS LR Z A
» NRASERAREERS
» AR AR B X S5 an

2 B dEEESFZS
E3l

N

NIIII






2y EERIEE

= SIS ESBMHE - AEAH - BENE
= R B

(RIS RO

G-

- SERET - RIHEED

= 381t TERR (T RBRE) .

REZNZE

»RAZE - oJUMBC

P
—




UG EETH

= [rom EPS to (EPS + ESG)

= From financial reports to (financial reports+
sustainability reports)

® [From pure in-person class to (in-person + one-line
classes)

= [rom structured data to (structured + unstructured
data)

» Al applications to research and teaching




iy Yl

= Just Do It and Do Your Best (B R EIE)
» Positive & Long-term Thinking (LE @K E =)
= Need Strong Communication Skills (381583885 1)

= 281

» \ake Differences (game changing) (3218 822 /7)

= Maintaining the appropriate balance among

research-teachin%practicelgeryig_e at different stages
(A EIFEEx At ST 22 B A #5 Y 48 = - 18

= Accountability and Integrity (515 IE B &

lmu
(I}

=)




EEEAENE - A2 - 3B ArFS o IR 8 B
-}J’%1—:—7"—1TM‘JBZ_' E0 U EEEEIER

J

»EBERES (AL - RE)E - BliEB1E




K 1 BT i




