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CONFM + 0.078™ 258 0.051 1.25 0.081" 3.30
INVREC + —0.096 —0.29 0.203 0.90 0.103 0.56
EXPT + —0.117 —0.68 —0.136 —1.1 —0.107 —1.08
ISSUE + 0.248 0.96 0.106 0.93 0.165" 1.75
LIQ — —0.006 —0.34 —0.008 —0.69 —0.002 —0.20
LEVE + 0.203 0.82 —0.078 —0.51 0.004 0.03
OPN + 0.444 0.46 0.176 1.19 0.210 1.56
ROA4 — —0.174 —0.39 0.070 0.90 0.089 1.26
LOSS + 0.095 0.73 0.031 0.37 0.059 0.86
GRW + —0.030 —0.22 0.039 0.82 0.020 047
FIRST + 0.282" 2.82 0.013 0.16 0.102 1.55
AUDREG + 0.313 1.62 0.082 0.72 0.107 113
LARGE ? —0.375 —1.40 —0.403" —1.84 —0.509"" | —3.04
MARKET ? —0.197" —2.38




LSS AL IRIE=S] FHEO0| ZAK|ZE ZAE 0| )Xl dg 93

CE 5 WRS|IAZENT 528 FUT L ZAKZE (H5)

S KOSPI KOSDAQ KOSPI+KOSDAQ
(n=104) (n=244) M E2 (n=348)
W [TdRs | A | - A= | +# A= | -
AT 23} 23} =3
A= x3% x3% 23}
T4 R 0.7168 0.2183 0.4839
jd C. Y4k v
s os KOSPI KOSDAQ KOSPI+KOSDAQ
(n=409) (n=801) MA EE2 (n=1,210)
& JES H = t—ak H = t—ak H = t—2k
A4 —3.076™ —5.59 0.947 1.37 —1.238" —2.84
SIZE 0.355"™ 17.17 0.212" 7.73 0.296™ 17.90
ICNUM 0.158™ 3.15 0.018 0.58 0.044 1.67
BIG4 0.250" 5.32 0.318™ 9.55 0.287" 10.53
CONFM 0.080™* 5.18 0.059™ 2.87 0.082" 6.67
INVREC 0.099 0.59 0.003 0.03 0.010 0.11
EXPT —0.102 —125 —0.146" —2.42 —0.130"* —2.67
ISSUE 0.452" 3.63 0.227" 3.12 0.321% 5.33
LIO —0.002 —0.17 —0.005 —0.78 —0.001 —0.19
LEVE 0.141 0.97 —0.056 —0.61 0.009 0.11
OPN 0.409 1.28 0.165 1.39 0.214™ 1.97
ROA 0.027 0.21 0.101" 1.79 0.104™ 2.07
LOSS 0.027 0.43 0.026 0.62 0.043 1.22
GRW —0.113" —1.82 0.034 1.29 0.019 0.81
FIRST 0.110" 1.94 —0.044 —1.10 —0.003 —0.10
AUDREG 0.097 0.88 0.151* 2.13 0.152" 2.55
LARGE 0.079 0.64 —0.330™ —3.26 —0.236" —2.98
MARKET —0.009 —0.22
AT Ul 23} 3 23}
A=yw] x3% 3 x3%
T4 R? 0.7371 0.2374 0.5911
1) e k= Z42F 1%, 5%, 10% 204 98 Y.
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<H 6> UWRIAZZME S8 FUF I ZALES19)

S KOSPI KOSDAQ KOSPI+KOSDAQ
(n=48) (n=110) M ZEZ (n=158)
S RS A= t—ak H = t—at H = t—ak
A4 9.226™ 3.33 9.484" 6.23 9.116™ 7.98
SIZE + 0.338™ 3.39 0.323™ 5.41 0.343" 8.05
ICNUM + —0.109 —1.23 0.053 1.27 0.040 1.17
BIG4 + 0.344" 1.98 0.158 1.62 0.128"° 1.72
INVREC + —0.879 —1.65 —0.281 —0.89 —0.325 —1.32
EXPT + 0.083 0.30 —0.108 —0.77 —0.064 —0.55
ISSUE + 0.013 0.04 0.184 1.64 0.181" 1.96
LIO - —0.016 | —0.67 0.015 .15 0.013 1.21
LEVE + 1.340™ 2.79 0.339" 1.89 0.392™ 2.52
OPN + —0.069 —0.45 —0.097 —0.68
ROA — —0.979" —2.55 —0.043 —0.47 —0.074 —091
LOSS + —0.198 —0.98 0.015 0.14 0.002 0.03
GRW + 0.075 0.33 —0.006 —0.13 —0.002 —0.04
FIRST + 0.092 042 —0.086 —0.82 —0.041 —0.48
AUDREG + 0.183 0.67 0.205* 1.69 0.213* 2.18
LARGE ? —0.660 —1.23 —0.244 —0.86 —0.485" —2.14
MARKET ? 0.031 031

AT 2% x3% 2%

A= x3% x3% 23}

A R? 0.6445 0.3059 0.4875

ol B. 3t HiSER

L KOSP! KOSDAQ KOSPI+KOSDAQ
S (n=9) (n=220) A E2 (n=316)
E JES A= t—ak H = t—at H = t—ak
Eshog] 6.738™ 5.29 9411 10.32 8.131"™ 12.02
SIZE + 0.433™ 9.55 0.325™ 9.18 0.378"™ 15.01
ICNUM + 0.001 0.02 0.077" 2.48 0.055™ 2.08
BIG4 + 0.093 1.05 0.118™ 2.30 0.100™ 2.30
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<E 6 WFAZEHE SR

B 2T ZAEA (A1)

S KOSPI KOSDAQ KOSPI+KOSDAQ
(n=96) (n=220) MA E2 (n=316)
] 52 i8S H = t—ak A= t—at A= t—ax
INVREC + —0.112 —0.35 0.119 0.69 0.068 0.46
EXPT + —0.017 —0.10 —0.156" —1.75 —0.114 —145
ISSUE + 0.079 0.37 0.152" 1.99 0.189™ 2.76
LIO - —0.015 —0.87 0.011 1.39 0.010 1.33
LEVE + 0.513" 1.72 0.247™ 2.15 0.270" 2.57
OPN + —0.019 —0.15 —0.002 —0.02
ROA - —0.609™ —241 —0.033 —0.55 —0.057 —0.98
LOSS + —0.050 —041 0.047 0.75 0.034 0.64
GRW + —0.066 —0.54 —0.029 —0.87 —0.029 —0.89
FIRST + 0.007 0.06 —0.028 —0.42 —0.002 —0.05
AUDREG + 0.271 1.18 0.165* 1.97 0.199™ 2.57
LARGE ? —0.012 —0.04 —0.199 —1.18 —0.305" —2.17
MARKET ? —0.001 0.01
AT 2% x3% 2%
A= x3% X3t x3)
T4 R? 0.6618 0.352 0.57
ajd C ik MAH B2
o KOSPI KOSDAQ KOSPI+KOSDAQ
(n=413) (n=853) M ZEZ (n=1,266)
B RS H = t—ak H = t—ak H = t—ak
Eshog] 7.228"™" 16.8 21.62 7.731° 27.33
SIZE + 0.413™ 26.66 . 19.82 0.393™ 37.84
ICNUM + 0.054 1.20 082" 3.30 0.065™ 2.97
BIG4 + 0.109™ 2.65 0.143™ 6.52 0.129™ 652
INVREC + —0.076 —0.52 0.067 0.95 0.018 0.27
EXPT + —0.035 —048 —0.080 —2.03 —0.058" —1.66
ISSUE + 0.213" 1.9 0.188™ 3.99 0237 5.49
LIO - 0.002 0.2 0.005 1.25 0.006 1.64
LEVE + 0.432" 333 0.239" 3.73 0.302™ 5.14
OPN + —0.046 —0.42 —0.028 —0.24
ROA - —0.089 —0.82 —0.018 —0.48 —0.018 —0.49
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E 6> WFRAAMZINE SR FAYHD ZHAES (HH)

S KOSPI KOSDAQ KOSPI+KOSDAQ
(n=413) (n=853) M EZ (n=1,266)
] 52 e e A= t—ak A= t—ak H = t—ak
LOSS + —0.024 —0.44 0.016 0.58 0.008 0.30
GRW + 0.013 0.24 —0.029° —1.81 —0.025 —1.59
FIRST + 0.019 0.45 —0.052 —1.50 —0.018 —0.67
AUDREG + 0.236° 1.96 0.201° 3.59 0.205" 4.02
LARGE ? —0.167 —1.42 —0.244" | —3.43 —0.251"" | —4.10
MARKET ? 0.014 0.47
AT 23 23 =3
SASE L 3} gt x3)
T4 R 0.7595 0.4169 0.7086

1) v, e, s 242} 195, 5%, 109 SR FoI8E R,
D 1% R, 305 TSER L FUNY AR B A7 FAVIGe] 1159 B, )50l FE
QU] &5k WA 719 EEEG o

of AHEE EEY 52 oH.
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WESABEAE ok 42 WsKAICNUMYE A €3t SAMFTES AHEH BIGIDUML 2
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H 7> ZANZER ZALE 4O HE0) T 3] 2AE R0

afd A ZEAMAIZES] Histol| L B3 A 2 M 2ol F2Eo| 0|Xl= PEHBSH T ¢ ZAA[ZEY| HE))
SN KOSPI KOSDAQ KOSPI+KOSDAQ
(n=309) (n=3R) A Z2 (n=702)
H =F RS H = t—at A= t—at A= t—at
A4 0.023 0.55 0.032 0.57 0.040 0.98
ASIZE + —0.006 —0.09 0.021 0.47 0.008 0.23
AICNUM + —0.030 —0.78 —0.004 —0.19 —0.005 —0.28
BIG4DUM]I + 0.347" 4.09 0.326™ 2.71 0.328" 453
BIG4DUM? — —0.285"" | —2.85 —0.290"" | —2.87 —0.249"" | —3.57
BIG4DUM3 + 0.034 .15 —0.014 —0.44 0.002 0.09
ACONFM + 0.022 1.15 0.054™ 2.42 0.045™ 3.06
AINVREC + 0.394" 1.68 0.154 1.19 0.179" 1.67
AEXPT + —0.040 —0.22 —0.152 —152 —0.156" —1.88
AISSUE + 0.029 0.27 —0.069 —1.54 —0.060" —1.69
ALIQ - 0.018 1.53 —0.002 —0.61 0.001 0.16
ALEVE + 0.115 0.79 0.113* 1.79 0.101%* 1.99
AOPN + —0.137" —2.09 —0.008 —0.31 —0.030 —142
AROA - —0.048 —0.21 0.094 0.86 0.094 1.01
LOSS + 0.016 0.44 —0.006 —0.2 0.008 0.36
AGRW + 0.035 1.11 —0.020" —173 —0.009 —09
FIRST + —0.010 —0.22 0.009 0.13 —0.013 —0.33
AUDREG + —0.170" —2.01 0.066 0.91 —0.027 —05
ALARGE ? 0.019 0.11 0.013 0.12 0.015 0.17
MARKET ? —0.004 —0.12
=l =3 =3 =3
T4 R? 0.1328 0.0578 0.0771

M
2
N
N
i)
)
o K

20) <3 7>9] FFAEN| ARREH YF HFE 7 tgEFAaAY AT #d A9] KOSDAQ
719 FROME AISSUESH ALEVEA BEAAARVIBY Zro] 108 Ja 9o, 3'd BY KOSDAQ
719 FEF HA FENA OPNF AROAQ FAMAAGVIPS Frol 108 93 ok whetr EAI7}
He AFES FAHLE AASY B8 s oy Ade FYsAl e



B 7> ZAAZH}

NEEDRERIE

| F[SFH0| ZAR[ZH} AR 0l DRl St

TARE O] Halof et 3 EMER (AS)

MH"* B. 7"ME |

510l LS5 A el H =

ofHol olxlE JHBEHS

D AR | HE)

SN KOSPI KOSDAQ KOSPI+KOSDAQ
(n=313) (n=454) (n=767)

H =F RS H = t—at A= t—at A= t—at
Z) —0.029 —0.8 —0.078" —181 —0.060" —175
ASIZE + 0.022 0.39 0.124™* 3.72 0.084™ 3.09
AICNUM + 0.015 0.44 0.061°* 2.7 0.062"* 3.47
BIG4DUMI + 0.147" 1.74 0.087 0.61 0.153™ 2.13
BIG4DUM?2 - —0.123 —1.58 —0.109 —1.47 —0.108" —2.09
BIG4DUM3 + 0.009 0.35 0.0517 2.21 0.038™ 222
AINVREC + —0.139 —0.64 0.223" 2.17 0.156° 1.76
AEXPT + —0.162 —1.09 —0.022 —0.26 —0.058 —0.83
AISSUE + —0.095 —0.93 0.096™ 2.5 0.056" 1.74
ALIQ - —0.013 —1.16 —0.002" —2.56 —0.002" | —278
ALEVE + 0.074 0.43 —0.114" —2.03 —0.059 —125
OPN + —0.041 —0.27 —0.084 —0.62
AROA - —0.147" —2.58 —0.003 —0.17 —0.024 —1.36
LOSS + —0.026 —0.79 0.002 0.09 —0.006 —035
AGRW + 0.009 0.38 —0.010 —1.29 —0.007 —0.99
FIRST + —0.104™ | —3.43 —0.113" —231 —0.109"" | —4.15
AUDREG + 0.183™ 2.07 0.141* 2.41 0.139™ 3.07
ALARGE ? 0.009 0.05 —0.318™ -25 —0.208" —2.06
MARKET ? 0.077" 3.24

=il =3 =3 =3

A R? 0.0933 0.0995 0.1183

1 >l<>r»>r» **, *— Z_]'Z—]' 1%, 5%, 10%
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AEXPT : FvlEdo A FFo] AAske v W
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The Effects of Internal Accounting Control
System on Audit Hours and Audit Fees

Myung Gon Lee® - Se Chul Lee* - Seok Jin Chang***

{Abstract>

Implementation of Internal Accounting Control System(IACS) has become a mandatory
requirement for companies under external audit law in Korea. IACS requires managers to report on
internal control over financial reporting. It also requires auditors to assess manager’s report and to

express auditor’s own opinion about IACS.
The purpose of this paper is to clarify whether auditor’'s opinion about ITACS is useful

information for determining the scope of external audit procedure. Specifically, this paper examines
whether there is a relationship between auditor’s opinion about IACS and audit input. The audit
mput is measured by audit hours. This paper also examines a relationship between auditor’s opinion
about TACS and audit fees.

The material weaknesses in IACS could increase the control risk of audited companies.
Therefore, we expect that the material weaknesses in IACS increase audit hours and audit fees.

Unexpectedly, one result of this paper shows that the material weaknesses in IACS do not
increase the audit hours. This result may be obtained by two reasons. First, this result may arise
from the fact that auditors perform audit procedures without sufficient consideration of
appropriateness of the IACS. Second, auditors may use their review opinion about IACS
ineffectively in the process of auditing financial statements.

Another result shows that the material weaknesses in IACS increase audit fees. If a company
has material weaknesses in IACS, then its business failure risk may be high. In that case, auditors
may require a premium for expressing an audit opinion in a more riskier audit environment.

This paper analyzes the usefulness of IACS from the auditor's perspective. The primary
contribution of our study is to enhance a general recognition of the necessity of IACS by presenting
the effect of auditor’s review opinion about IACS on financial statement audit. The result of our
study may also provide both auditors and regulators with useful information for improving IACS.

<Key words> Weaknesses in Internal Accounting Control System, Audit Hours, Audit Fees, Audit Failure
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