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Accounting Disclosure System and External

Audit of Private Universities

Taeseung, Park® - Young—Moon, Choi*"

<{Abstract>

Private universities over 2,000 enrolling students have been required to be audited by external
auditors since 1997. This study analyzes audit report disclosure and external auditor selection.
Samples are 68 universities with their audit opinion and accounting data disclosed in Korea
Foundation for the Promotion of Private School over the period of 2004—2005.

Analysis showed some universities were not positive in respect to voluntary disclosure. These
universities omitted internal and external auditors’ opinions (8.8% and 19.1%96, respectively in the

Financial Reporting System of Korea Foundation for the Promotion of Private School. In addition,

only 4 universities issued qualified opinion, however, 18 internal statutory auditors issued

discrepancy report for the Board of Directors of the universities. In relation to the selection of
auditor’s type, 75% of universities chose accounting firms as their external auditors; the rest chose
registered audit teams. Supplementary analysis showed that size of universities was not significant
factor in choosing external auditors. These results indicate that there is no discriminatory audit
demand in university audit market and voluntary disclosures system and auditor’s qualification
should be revised.

This study is expected to contribute to revise the disclosure system, the selection of external
auditor for the private university and the modification of related regulations for the government.

<Key words> audit of private university, Big4 auditing firms, registered audit teams, external auditor

selection, voluntary disclosure.

* Associate Professor, Department of Tax and Accounting, Kyungbok College
** Assistant Professor, Department of Fiscal Economy and Accounting, Seoul Digital University



