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Abstract Since 1982, the auditee have selected the auditor under market mechanism. Under the system on which
the auditor have been chosen by client, there have been chances for opinion shopping, etc. To prevent those, some
audit regulations have been introduced. Prior studies have documented the positive effect of these audit regulations.
Those studies, however, had some limitations which they dealt with just short event period for empirical tests. This
study examines the effect of Auditor Turnover Ratio on the Quality of Earnings using a sample of firms that were
listed on Korea Exchange(KRX) from 1995 to 2004. The firms that change auditor frequently are expected to have
low disclosure quality. The CEO with the incentives to manage or manipulate earnings could accomplish this purpose
by replacing existing auditor with more friendly auditor, which could result in eventually lowering earning's quality
of the firm. The result of empirical test shows that the accrual quality of firms which have high auditor turnover
ratio are significantly lower than those of firms which have low ratio. This result is consistent with our hypothesis
that the more frequently a firm changes auditor, the lower the quality of earning is. This evidence might give the
implication to policy-making supervisor.

Key Words : Auditor turnover ratio, earning's quality, discretionary accrual
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