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Abstract:

This study aims to analyze the effect of auditor rotation as an independent
variable on the both disclosure quality and borrowing cost. For analyzing this
relationship this study showed the supporter and opposed views of auditor
rotation, in addition identifying the attitudes of professional bodies and
countries towards the auditor rotation. Finally, this study showed the nature of
relationship among the auditor rotation and the both disclosure quality and
borrowing cost.

For analyzing, the above-mentioned relationship | depend on an intended
sample composed of 455 observations at the time series 2014-2019. Identifying
this series depend on that the agreed maximum period of auditor rotation is five
years.

Finally, I found a significant positive relationship between the auditor
rotations and the disclosure quality according to Standard & Poors Index.
Besides, | found a significant negative relationship between the auditor
rotations and the borrowing cost.

These results indicate that the auditor rotations lead to increasing the level
of confidence for the borrower about the auditor opinion which means
decreasing the required return and hence decreasing the borrowing cost. In
addition, my study found that disclosure quality as a moderator variable lead to
increasing the significant relationship between auditor rotations and borrowing
cost, this means that the main impact of auditor rotations reflect on the
disclosure quality which made the borrower on trust about the credibility of
information presented on the financial statements and consequently decrease
the borrowing cost.

On the other side, theses results indicate that increasing the auditor
rotations lead to increasing the level of disclosure quality according to Standard
& Poors Index and decreasing the borrowing cost and the required return.
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:Sivaramakrishan, 2009; Blouin, et al., 2007; Myers, et al., 2003)

BC =0+ 1 AT + B2 AT* DIS_Q + B3 Size + f4 Lev + 5 TR +B6 CS + & (3)
o L ) paial) A8S iy ot o3 08 ] G
rd) Al Al g i 1AV -A
OY ki g madl ALl (3159 (5o 3 baall S Ll A8S 8 Al all adine Jiady
O oty Al Ao Gl lsin 0 o digal) el il Ledde GUEY) gaall sl
Ao aain Julb s oo padl AW S5 G 8 saia) Gl El O gl dad AT s
saalia (VA ) dlaginlys saalie (VYY) Calais 385 0¥ 008 L1 Y0V £ (e i 311 ALl 450l
(£00) A yoll gl Al mual 8 jlaia g 33LE ad D Baaldia (AV) 534880 by &3
paalia
o) pal) il 1 €2V -A
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sdaba o) Cilglany) N

Al pailliadll Caagl daadiuadl Gkl e de gaae (e el Atiaddl Glelasy)

aslaiiy Al Aie s e Aagdal adle e ) Cang Cum LS il e e send]
5o ol (Saly Loms 35 TS5 L ia ) il 53 g8 ) il T nh o sl i
Glsliaayl (e Eaalll Sy cujuh} A &Lﬂ.m\)ﬁ\ & ;\_\)LSAM M\Jﬂ\ XYY c.ﬂ:u b\
il e ddia ) GilelaaYlh (alddl Jsaall A e dulall Ay Claaliall 28T dia )

- Al
dhuagll cisbaay) 1(V-A) @b 2

Variable N | Minimum | Maximum Mean S.td'.
Deviation

IR 455 0.08 0.69 0.28 0.12

S&P Disc 455 0.07 0.72 0.29 0.11

AT 455 0.00 1.00 0.34 0.28

CS 455 0.00 0.65 0.18 0.16

Log size 455 5.30 10.67 8.71 0.79

TR 455 0.67 0.9 0.71 0.57

Lev 455 -91.26 181.26 1.59 9.58

Valid N (listwise) | 455

(n Aegana dikagl) Clslaa¥ly galdll (V-A) a8, Joaall DA Ga Galll Gy
bt e Lganda 68 o DU dagual) cildaadlal)

¢ %Y E a Al aalall el Y Glsall Galall AT Juiall el Jasgl) aly oY
el all (WY1 Ol sall Gl Aally A ) laabliall (e %7 s O G el e s
(Johnson, et al., 2018; Cameran, et <bal ) Lt sl (e i Baa dsd a5 ¢ oa &)
Y0 Y%ty (YYA AU, al., 2015; Litt, et al., 2014)

s Gy ulad) Zlady) 535y (alall S&P Disc el sl Jan ol aly (L

(Hutapea, awls A L sudai 40 5la Lo Oleion Y s Aaud (a5 %Y s 0 o juilin
YYY &5 2014)
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Aadl o Cal A 45 % YA Ll Y AdSH Galall R uiall el Jas )l (TG

o Aol sai A oS () BV e Y Al ) Ly s aall Claaliall dulle of ) el Lae

(Obreja, 2013; Van & Soumare, <lu) )2 L b (pe Gy 4o A5 Gal) e S
S5l e %Yo YpYe (%Yo axllll s 2005; Kane & Muzere, 2003)

Aleia ) Jae ol jcially Aalaial) Ao ) lolianl) il Gand bl (2 e e Lol
Al 5 AY) il jall gl 4 Hlaall ALE Adall A jall il of Gaalll gl mady dl ally

1 g bl ) 48 ghuaa Ll

cilbaall aal sl a3 Gleal S Julad Al du 5ol e e 3all 138 8 bl Jslay
(il 5 (Aagls ) i) Gl JBY) AL g alaal) ZLaY) a9 (a JS Ao (JTiwa iias)
A el el Gy g Bl ) A8 ghean (e ) Aul Al e e ) 138 (8 Sl Coagy
O B gl e Caaill (Y-A) ) Jpaall DA G Aflaa) ay il sl il
e sl Sty Al all Alas) (m g ) U il () Lpany 5 Aliiuall il
ASE VIF Qalae Gubity canlll ol ) AdlaYly ol i) olls G il )50 51 A e
(2 z1 53 39 Sl (e Ul aal pe e

Ogmi s Bl ) 48 ghaa 1(Y-A) ad) Jg2a

Variable IR S&P AT CS L.og TR Lev
Disc Size
Pearson 1| 0117 | -4617 | 380" | 724 | 6517 | .028
Correlation
IR sig, (2-tailed) 000 | .000 | .000 | .000 | .000 | 535
N 455 | 455 | 455 | 455 | 455 | 455 | 455
Pearson 011” | 1 | 3697 | 2077 | 622" | 6157 | -.003
Correlation
S&P
Disc  Sig. (2-tailed) | .000 000 | .000 | .000 | .000 | .942
N 455 | 455 | 455 | 455 | 455 | 455 | 455
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Variable R [ S& | a1 | cs | Y99 | 1R | Lev
Disc Size
Cpearso.” 46173697 | 1 |.305™|.382™ | .323™ | .030
orrelation
AT Sig. (2-tailed) | .000 | .000 000 | .000 | .000 | .506
N 455 | 455 | 455 | 455 | 455 | 455 | 455
Cpearso.” 3807 | 2077 | 305” | 1 |.0417|.0717 | -019
orrelation
€S sig. (2-tailed) | .000 | .000 | .000 000 | .000 | 670
N 455 | 455 | 455 | 455 | 455 | 455 | 455
Pearson 7247 | 6227 | 382" | 0417 | 1 |.073" | .005
Correlation
Log
size Sig. (2-tailed) | .000 | .000 | .000 | .000 0.000 | .906
N 455 | 455 | 455 | 455 | 455 | 455 | 455
Pearson 6517 | 615 | 323" | 071" | .073"| 1 |-015
Correlation
TR Sig. (2-tailed) | .000 | .000 | .000 | .000 | 0.000 749
N 455 | 455 | 455 | 455 | 455 | 455 | 455
Pearson 028 | -003 | .030 | -019 | .005 | -015 | 1
Correlation
Lev . ;
Sig. (2-tailed) | 535 | .942 | 506 | .670 | .906 | .749
N 455 | 455 | 455 | 455 | 455 | 455 | 455

O A sine ADe 35a g ae (V-A) Jsaall da aall Lol HY) Blilas (e Caalill (ol ety
L sasen A e el bl Jelae s e Y adl Cua diadjall dagil) ol dliiid) < sl oo U
e JSI Al pall dleany) G g il daa )

N Ol e’ AT Jéiuall juaiall o 430 )k A8e dga g gy b e 550e
Srms ) BLAYL ¢ pantaal) Lai) 53 5n0 (alall S&P Dise @il sid s oAl ol
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535 oo Gl LomlLBY) A Gala)l R il iy AT Jiiad) il o dee e
CLAE‘Y\ 3 ¢ 'SJ\::)'} ua\jﬁ&\ 48l 473.1.13 ‘;J‘\ Lﬁ'j}-‘“‘ U.;J\Aj\ CA‘)AX\ Q\)}J &_ﬂ.u)\.AA
oadl th\eﬁg‘_;.ﬁ;;\.y@\ danll a&MM\QﬂAfY) c‘;,u\;‘d\

el all ileany) (g ) el L) gl IS

pdaJall J oY) (Alaal) (Al LSS il e

Baga o (Jiuua paias) (AU aalsall s Clujbaa AT ey Jo¥) Gl L

o8 A83all o3 bl ¢ Uil s (& piiaS) g0 A el pdisa aladiuly audaall zLafY)

lalaie ) 5l 5ol ¥ Slas) (o dll LAY (V) a8 ol JLdl 73 ged doandiy sl

Gl i) EBlilas ady Glaladly Al 4y gina (g g DA (e ARl daph aaat e

e (Y-A) @) sl dca el il ) dua gill a3 (V) ) Qi) JLEA) 73 5ais Aa
(Sl saill

Al 591 icny) ) A Al 1(P-A) o Jgea

Dependent Variable: S&P Disc
Variable
Coef. t-stat. Sig. VIF
Constant -0.24 -2.56 0.00
AT 0.04 3.98 0.00 1.01
TR 0.00 -0.17 0.87 1.00
Lev 0.00 -0.38 0.71 1.00
CS 0.00 -0.87 0.39 1.01
Log size 0.00 0.74 0.46 1.00
industry dummies Included
year dummies Included
N 455
Adj. R2 37.80%
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Al 38l il g lE Y1 (Y-A) A Jsaalls dua g peall il J3A (e Caalall sy
Al LA 73 gaty 52 g sl el il Of ) el e g5 YTV A Al a2 saill
QoYY A iy rulaall ZLadY) saga 3 S Gl i LiSay Al all (V) &8 Jlas)
(Jenkins & Velury, 2018; Kaplan & Mauldin, <bul jall e 2aelly 6 yadad ae (385 L 5
G ( Jullby Il Je %)) YAE QYo iy dus 2018; Jeff, et al., 2015)
A AR ) paiall (g 5ol ABMR) i 43Sy (V) A8 (i il USRS 23 ga

Galll Gaty (V) ) Plas ) padll LR 23 gals A jaall 3lalaall 4 5ina ) kil
s L s o ge L) desgs e A aal el Ol s eAl AT Jiieall puaiall 4 5ins
&m‘)\ cu\ gﬁ‘ g_u.uu\ CLAB\)\ 3¢ g ‘SAJLAJ‘ CA\JAX\ O O a.gj)k FEPIS deag L_sj‘
Gy Le gt 5 anslaall ~Lad¥l 3 g gl 1) a5 oa AN gl sl o) 5 sall il jlas (5 siase
(Jenkins & Velury, 2018; Kaplan & Mauldin, 2018; Jeff, <lwl jall (ja danll il5 as
bl Zla VL Gl JSlie gl anls Al Gald)l of SAL sl et al, 2015)
(Variance Inflation Factor) cxlll asaai Jeleal dad sl of Cua (Multicollinearity)
(VIF = 1.01) &ls

clad¥) 335 alall il il e SYL sl 2dsai el (Say ey o Luls
p Sl 73 saill IS e 5 AY)

S&P Disc =-0.24 +0.04 AT +0.00 TR + 0.00 Lev + 0.00 CS + 0.00 Log Size + &.

Al Jodg Aul Al J ) asall AN Gaby daldl o quitill) dli e Laswliy

L ) e g
Clayl it o aJL) galall Y] sl e gk il sag”
" el

sl pall U ilan) o &Y LA il e

Al o (Jliua piias) B gl sall o) e cilujlea S Julaty SN (2 80 Ly

A La il HUEA) #3 sai Qi Caalill A8 A3l sda Jilail ¢ by (&l piaS) () 5BY)

6 sie A e A8 Aagads aaas e Talaie )5l jall BN lasy) (i @l HLaaY (Y)

&3 (V) iy Ul Jlid) #isel ds il Gl patell Slilae aldy claladl g A8Mall 4 sina
(AW sl e (8-A) @B Jsandl A s padl) ) ) daaa 5l
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Al jall AN Alaal) a8l Uil Aaid (€-A) ady Jea

Dependent Variable: IR
Variable
Coef. t-stat. Sig. VIF
Constant -0.78 -1.34 0.00
AT -0.53 -5.02 0.00 6.12
TR 0.07 1.15 0.00 1.22
Lev 0.00 1.32 0.02 1.01
CS 0.00 -1.19 0.23 1.00
Log size 0.00 0.58 0.56 1.01
industry dummies Included
year dummies Included
N 455
Adj. R2 39.00%

Al 38l il gl YT (£-A) A Jsaalls dua g peall i) J3A (e Caalall sy
Ol LAl 23 saks 53 e sall Aliisal) il Gf ) el Lo sas (%Y AlS Cus 73 aill
i Le 585 (%Y Apuy (ol yBY) AASE 3 KU Gl i LSy Al jall (Y) 8, Jlasyl)
(Litt, et al., 2014; Ernst & Young, 2013; Firth, et al., Slul Al (e a2l o julai ae
rﬁ) u.a_)sj\ _)L.ﬂ';\ CJ}M ol cé\ﬂ\.}j _g\;ﬂ\ ‘_A.c %YY 9pto Yt & IGITEN 2012)
A AL ) el BeliS) ABDal) s 43y (Y)

Gialll sy (V) 4y (Slbas ¥l G bl HLaA) 23 gah As jaall Slaal) 4y 5iaa ) lailly
ol L g5 Adle 3 L) dasas (AR aal el Gl sn al&ll AT Jiall jasiall 43 51e
s jlaa (5 s gl ) () g1 Sl BY) A5 oo HAd aad el Gl 550 (g Ao A8e S
e el U ae B8 Lo sa g (al yBY) AT aladsl ) o (oA asl jell Gl sl
JSAL uaallg (Litt, et al., 2014; Ernst & Young, 2013; Firth, et al., 2012) <a)
dad bl ) Cua (Multicollinearity) bl z1 s W0 Bl JSLie gl 4a 5y ol Caaldl) ¢
(VIF = 6.12) & (Variance Inflation Factor) ¢ball adzai Jalaal
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(ol yEY) AdSE aldll ol ) e 590 il 23 ea ol oSay el e Ll
o AY) ASlall el paiall 5 a A aad el el 311 Ol sl Jiusal) el 46 pee JMA (ga
Sl 23 sadll IS

IR=-0.78 - 0.53 AT + 0.07 TR + 0.00 Lev + 0.00 CS + 0.00 Log Size + ¢.

o Jasd i Sy A ol N psnl) (A () Cialyll Sy e A e Lty
:sél."d\ sadl)

sl B LIS o o Sl g all S i gl] 5 i (i 4005 22 4"

dal Al G ilany) G AN LGS il e

O Al o (Jine idaS) aulaall zLadY) Saga S Jalady GEN (adl Ly
(Malls (AU sias) oal sBY) ddlSiy (Jliawe pmiaS) A A aalpall o) e cilu laa
Sl ‘;“.;4;:}” UA)SS\ JL\:\;\}[ (Y‘) (é) ua‘)ﬂ\ J\_ﬁ;\ CJ}A—\ JM caalyll e\ﬁ A8all 224 d.\l;.\j
COlelae a5 lalad) 5 A8Dall 4 sina (5 sise JOA (e A8l Aapl apaad e Taldic ) ¢l Hall
: Sl sadll e (0-A)

Ao palt SN Slean (a0 LSRN Aaal (e-A) aBy Jeda
Dependent Variable: Accuracy
Variable
Coef. t-stat. Sig. VIF
Constant -0.78 -1.93 0.00
AT -0.01 -2.10 0.32 1.12
AT*S&P Disc -0.31 -4.79 0.00 612
TR 0.07 1.61 0.00 1.22
Lev 0.00 133 002 1.01
CSs 0.00 -1.24 021 1.00
Log size 0.00 0.62 0.53 1.01
industry dimmmies Tncluded
yvear diumimies Tncluded
N 455
Adj. R2 54.13%
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A el 3 g8l anail) L&Y (0-A) aB ) Jgaally dia g jaall LN IS e Saalill oty
DL 73 galy 33 s pall Alilall Sl puaiall Of )l e ga s %08 VY Al Cus zisaill
YpO & VY Aty Lal yEY) A6 & SN ) i Uiy duadall (T) A, Slaayl (i Al
(Jenkins & Velury, 2018; Johnson, et al., <lul Al (o 2aally o plai e 385 Lo 58
Sl e %EA e (%)Y %Y iy Cus 2018; Kaplan & Mauldin, 2018)
A AR ol el (s 8o liSy ANl jpundi 43Ky (Y) oy (mpall LSRN 23 sad ol ¢ iy

Galll cpity (¥) a8 (Slan) G pdll LSS =3 ey da jaall Ellaall & gina ) plailly
AT*S&P Disc Jarall juialls (s )il aaljall ol )50 palall AT Jiiuall piaiall 4, gie
LS g G.u.nl.;a]\ CLAS\J\ 3l g ‘SAJLAM c:\fﬂ ‘5.4\_)5‘2“ U‘J_Bﬂ\ O 4:&:1.531\ A8Mally UALAM
el s e JS e lal) A83al) (0 dpuSe ABe dga g ) gpdo Lo ga s dAall 3 L) Jesy
Olosl il jlan s sie gl o @l Ll BY) Al aulaall Zladl) Basay Al
sh 5 alEY) 4GS Galiai) L)) sasee aalaall Zlad)) saga gl Jl 8 oA aal jall
(Jenkins & Velury, 2018; Johnson, et al., 2018; <bulyall (e daall =8 ae (384 L
gVl Gl JSLie (f 4alp ol Gald) o SAL sl Kaplan & Mauldin, 2018)
(Variance Inflation ol adcad Jalaal dad oaadl of Cus (Multicollinearity) sl
.(VIF = 6.12) & Factor)

Oe ol Y AdlSE Galald) ol ) e 5L sl 23 e el (Say el e Lagads
Ch.aﬁy‘ 3den g @J\AM CA\JAM ga\_)y}_” O‘J}ﬂ\ O U.::\Aﬂ\ A8l Jatieall ),p."\.d\ AA}A ) ES
(S 73 sail) IS (e 5 AY) AaSIal) il priiall 5 pladl)

IR =-0.78 - 0.01 AT- 0.51 AT*S&P Disc + 0.07 TR + 0.00 Lev + 0.00 CS
+0.00 Log Size + €.
Al Jgbs Al all GIEY asal) (BN (b dalll (fa il dli e Laswliy
A e gy

Y Slstl G ANl o ulaadl plady) Sdgat gsite uSe il da g
"l By AAISTy IS aa ) pal!

rda yifal) Gl el g Cilua il g galiil) 1 A=A

Loe (s LieS) oa AN aad jall el 31 ) sall cpm 483Dl Jalas ) Al jal) Coa

) 5 Lae sl igall Ll A 33 5 305 o A aad el ANE) Gt e o) 50 Sy
w3l A 3y 3a5 1) (5% Loe citlo shaall il 35055 rLaYl (5 sinne (pmny oleia¥) 52035
Ay (i Sl ia) Gl SBY) AU Gmlis 5 ey eilasbee 8 Al Ll s Al
S 2s (Y YV E e e duie 3l Aulall et saalie £00 e disSe die e Gukill
el all a3 olsall A el sysall kil cilgas Gl paiul YA e Canall Jb
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43005 g Allall adl il FladY) Baga (Balal o Al aal jall a3 o) eall S

G s Gl G dolls At il s e il ) BLAYL ()
ua\)-lgy‘ :Uls.l} LS"‘“’L;A\ CL‘AS‘?“ '5.3_5_: (e L}Sj

EJ).AOAUS} (ds}-u ‘):\’:\AS) GAJLAJ\ CA“)AM Lé.a\‘)x:}“ u\_)}ﬂ\ U:\.\;\.g)a“ JL\SA\ UA‘)AJ}

5 Fhua &\s.u\ o G dalll Jia g s(z\.z_a\_\ g_:\);udAS) Ul iyl Aals ‘"s.mabd\ CLASY\

CLAS\)\ 3 e (6 glua t\.ﬁ)\ ) (5 s ‘SAJLAM CA\JAH ‘5.4\_)3‘2“ sl Bulai Glu jlea
) Y1 A5 Ay alad

T il A paitiell e lacall Al g a5 ulaal) ZLadyl o sinse (et e
Lol Y A8lSS (mdds ) g3 Laa

A i On Ao sana dalld) ol il gl e GGl gl (e S
dalaall é\gld\)h%&ndgﬂﬂ%ﬂ%ﬁq@dﬂ@ﬁ ¢ guall ol Say
1Al adll e

LS Jlall g A 43 el La L) (5l Ll G150 (am Al o ary o
) s © il Lay oaHal) aad pall al 31 )y sall a1 aal) 4yl g
el all a3 )l il d.\l;.q(;‘. Gl Ga el Giallly QU e a e
Gime Cialll Hlai Aga s e el daly L) 1l Gl A A8 e i)
Al e g ol Baiaill 5 agut) a5 5 A spll C¥ara 5 clBliaiuY)
e Al aal pall a3 )y sally (g peaal) (3 sudl L Aa jaall S

ENlaall gad At o) ey Abileall duadaall digadl) o Eald) 5

4y

Aral el o S5 e )il aaljall el Y ol sall i Jiss o
A0 el
Aralpall o B plaill Gand Al o a JAl gl jall el IV ol sall i Jilss o
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sl daild

s ) ARl aa) e Y

Bagas S o os il Cpmal jall ola¥) Lusdll” (Yool @l e il gl -
¢yl bl jall &y peaall dlaall "iue gl Al 8 dilase Aud )2 — daal ) ddac
FAAFTY o oGl aael 65 gaaiall daala o jladll 4S

LAl ailiadll e o il 5 (il yBYI AT QA8 (Yoot cania e e adla sl -
c’éjbﬂ\ < (sdia pe ¢ iaala M\.m) Mananlal ;Ln\).l & sl Ailaglaall
A uSuY) daala

@\)Aﬂ ‘;A\)'S\KJ\ ﬁxﬂ\ Aaalue OV (Yoo A (dane dgena CRug oo -
Qe Al 2 1AL Ao gumge 3y jas Axal el dilee Baga Gauad B s Al
VT daall plands 138 drala el A0S (e gl b s JAD Cpeal sl e
NAEVOV Lo G ¢) aall

wlal e a )il aalyall el W el s ol (Yo aal Al plaa -
Cpe daala kel ALK bl g Slati dnadell Aaal) ¢MAsinded Allas Aa) j0 el
VYT o e of 2l (uad

Llae 3a5a Ao a )i aaljall el 3V sl 0¥ VT o Biva e il e -
Al 5 Al Gsanll Al dplase 4 ks Al jo 1S A A a Jb (L daa) )

N AR o e oY daadl e g daals kel 348
@MJEQ‘:@JM\CA\)AHG“\)XY‘M‘)"\"‘Y'\v‘U“‘"‘—‘;JJJ"‘M‘H“:' -
potall Aaa ¢Mag gaal) Aol 8 Anilase Al o rAudlal) A0 g8l A ja gad) Cildy jail) sl
Y Ga ga o 22ell o g A pel) ALl Aranall daala Ay HlaYl s Alaay)

YeY
8aga Ao o il s am AN Cpmal jall Al aall” YOV Y el ) el ol -
astall 3 g Sl Aaals Aae <" graall Aaalisall S 58 e Agiadad 3 50 tiaal al)

YEVYIA o G o AU aaal) (Y £ alaall i oY)
AVEYD YT B g gl eliall p 5l )y JE- -

A salady) ARG o) ja - L
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