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The Relationship between Auditor Rotation and Key Audit
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ABSTRACT

In order to avoid Auditors’ long Tenure, which will affect the independence and reduce
the Audit quality, various countries have developed the Auditor Rotation. Taiwan has issued
the No. 46 Statements on Auditing Standards since 2009, requiring Certified Public
Accountants to conduct mandatory rotation. Past studies have conducted empirical research
on the impact of auditor rotation on audit quality and post-implementation effectiveness, and
measured by proxy variables such as discretionary accrual and Going Concern Opinions.

In 2017, Taiwan adopted a new type of Audit Report comprehensively, it requires
accountants to increase the disclosure of key Audit Matters in the audit report, enhancing the
responsibility of accountants and providing users with more information, Therefore, this study
adopts the degree of disclosure of key audit matters as a proxy variable of audit quality. It
collects the key audit matters disclosed in the audit report of listed OTC companies from 2016
to 2020 and discuss whether the auditor rotation has an impact on the Key Audit Matters
issued by accountants. The results show that there is a negative relationship between those
two, and the disclosure of Key Audit Matters has been reduced after the auditor rotation.
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