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A 5243 Al A
A28 A1z 20119 3¥ pp.191~227
B4 T8} 3)

N GANTFET} WA AR BARI 7

A G oA E4E 34
sk, BAALSE T A GAILSS] o) Batele] BAs 2

of vAE Gl FLAAT, AAALIAE EASA e Aol E 0|41 EHo] Arele]
@A) sl B FAS SFE U $ 5 el rE @qsa) e
2 oAl8 549 BYA4, 854 2 ARl Alel dAtnssh 1A
L7k 2ARGT 1€ ATEel dARIAET 2 S At

O

AT AR ZEARAIZES Al B dbE(Abbott et al. 2003 ; F R 2005 ; HEY
AT= RH 13]7F EAIBHA] e 7IH9ES] oAk SAF ARG 9 AR
AE AR ESITHE HellA] o] foke APAFET Aolrt gt Ed A3 AyPATE &
PEEGeL DAl M E 242 Hdeed v s ® e, B sl
Fol o|Aks] SAT AR 9 I Rke] BAIE AStiths AolA ApEAE Freth
= 2000 5E 20079714 8AZEe] RS RAA7IFY] 129 A F ARG
TR =LY AAFAIA2H Y AMY B Ao A AR S ARG 9 ZAAIRE
Z3te] EA G

o7 2k A, AL F EAEHA] e V1Y

APR 9L ok SR(+)9 HAIE, a8l v AR
D v AALESS ZAAE Bk folek #AIE vEREA
4 F IAREIL AFAEL AFHEEY, e g
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EA, olAk8] B4 04 NS EE AT BAE AAA} B g 7]
S MmN AT E 53 olAkslel AR Wed] Hebd dans g

A EASk= 7193t
AR R WA GEkel| A AFol gt xtolrl BEE )

EATE 7E TSN g2R 4 AL A5 B 7195 o]A1g] 4]
AbES 5L ARl A | MX e TS dolrgdtteE HolA oot gl_o_r:], wak 7}
U387 ZAste Aot vlnd w A A3/ 2R B= 7199 o]AKE] EAo] ALl

B4 ARG e) AL b i Aol s 2ol 7} 9SS BolFUths oA o] Hole] A
2 Z8el| tiste] F7H8 TP AR

r
E o
N
S
=
i
Hiu
2

GFHIOD Z1dxul 2=, olAke] 54, 594, 284, A4, v AARES, v AR AR

>

AN Q37 EASA = 7199 oAk SA4do] ARG B ZRARAI T o
n| A=A tial AT 71 ATFES GAM TR 54 F e 9
ZHAFE S (Abbott et al. 2003 ; A7 2005), = AL D3] 0] EA T FHARAIZE Alo] <]
2 F4o7 A7} o] FoHTHHEY 2006). 123 AR E)7F EAstE A oA

[e2

e
a2
to 4
rr

o0
)
ol

2 ox
mm_ﬂ

@
J:E'_

2

o] H4o] gHah el WAt gl el obrgih(Carcello et al. 2002). TLejit 7S] 93]
7t Ak 290 olakg] BAo] AR GBS WAL 9B Goh A go 2]
Q3o gRralele] Aol Q7] wiel olAE] B4 nrk wAlelAE S4e] § 2ad
QS TA 5 AThy @, 295 A7 2R @ 7S A 989) Aol o
G2 o|A18)7} talete] o2 to] Falslof 817] Wi o|A18 S4e] ZHAtel Agle] wr}
Faal 9B v 5 glo) Akglel Ay AR GRS F 5 Qon, =G Al
Al A e 9 9] weh Faslth oA ueeln 2 u A8 7 EAeks 7
$ 38198 B3 o) RaARlel Agahel AL 2ARle) RS B AT B
AT dobiit o] o Byl QAW 2L EAA S A1gel A9 oA

1) ZHAH91 93] (audit committee) = ©JALS] 4Falo] A9 US| 2 o]Als] o] 99S ol Ao gk 757
59 #3%to 2 AWFFE AAE] Y3 2oz =9E Axolt) T3 AP AT E T
o A& R3] o] Rl Meld JRAES R Yl P ey TALH Ak
AEAT-E B9t Uk AL AT vFdA HeE AT2A 1978d] Eo] n5e] 7&F
AANENYSE)= BE 378714 tall ez 293 3e S840 A FA8tL e 9%
o AlRY TAE 7Y S MRFEE oRgslgrt ek 1987dos u2e AZZAYYSI
(NASD)I| M &= JAEHNASDAQ)el AAEE 714l o H AAI D3 DX 5 o Faletalal, o]oA
1987d 9] AFE e T3 Z7H LS (LY Treadway 9193 = BE 7171l thall SEC HH

%

&
o g SYA el FAE PAALN AT AnAGUCIEE 5 2009)
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X,
i
[e]
o,
o
9,
T
rl

Aol A9E 19073% 9891712 AomA g Tzs HATY Al 799 A
wey ope} Svhsh ARA G AT WS FF GG A 5 Aee ARD u Ak
A 4719 99 F Stz ARE Aol WFRAAGEANAL] AuFFe] APl e
AGAM T2 FAG AL olo] ule B PR 98917] ol F AGA] BAAABNES
JAletn FAA o B AGERALS Fual) s, AR TRe] A A
AATIY FEE A% ol A AEA FAE RSk 2% st 7199 Ny 4=

=%
= Ao AAI RS =917 HEo] A Es] o] Bs FAl Al 5
19999 129 A RS SEl A E =Ys BEske §, 2000 2 0] SAAY
He TN skl Aakgd 229 o] 3Rl A B S SRl dis] AAIE3 AR E o T3kt
o} 2Eu AEE 224 olate] A Bl SEH Y talA = A ] o AR E HE
slalA] @kt olglgh HA o= At EIF A AT FEHRIEANAE A3 A
w2 B RS Ate 7] A% mlE k. 4 A9 AR w2 v]gRdo] A
Aoz AL & grigdEe daA 2=
o] W3 HTA Z Azl o7 g AAE Aok
ey oA = AR B ] G A &of] A= FAAR] D o] FHER

4 2

| ¢ 9le
o, ARt R7E 229 o] 32 ofYAR gt iAoz 2 AR ISl Rt AR
T80 meh ZAILE S A - 9ete A7 o, Al AT el Hlashd 54
Foll E3g AYolth. g d=, & ATl AHE frisE g7 g dAERe] A
Z & o I EAstE V19 AARE F 15.6%c] e, AL As] 7L EAet
2] B 7YEL 84.3%< o] 2L o] 3t £ A Y3 F EASA] B SUEAAE

2) A E B4 QR ARele] Aol #AS tHE AT Abbott et al.(2000)7} 1o, o]A}g] &
d F oA HPAY JEAARIY dAPe A E ZAMG A= Beasley and Petroni(2001)] A
7k ek asy FAke] AT n=AEE o] 85ta 9l7] wlEe] ARILS T EAEE 719 El
sl FAg A olnz, o|als|e] §A4 Kl A3 EAo] o Fastn®, o|Als|o] Sy}
Al MAzte] #A vpete H A TAT A B 4= vk o]H 3 Wl B o Fue] B%E
WA A3 7F EABA B 7195 AF oAk o] RIS AQlel A - Ao Fuf
o FaFS vA F Slvh ey oAk EAT ALY A ZAE AAH LR ARG AFE
oA 7HA] M FEE Aot FF AFEAME o] FAVL bl 8t 9l

3) 20001 -6 2007'd7HA] 87| Abelo|AAI =Vt BUE AR I9E TAo R S A S 4R S
S AAZ Fo] AAFTE 3,5837) 71/ ASHT) o) A P oz ALeHH, 4487)(=3,583/8
W) 7ol AATE T ALV EAlge 7199 e 56270 714/ AR oH, o] & ThA
AT o Aststa vheES A8-3 u) 7070(=562/8) F =t B} 1ol whal 7AL D3] 7F 218t
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719e A D3] 7 ZAeHE A9 vlwd wf 7157t Tl 5.374(=0.843/0.156) © =T},
whehd] B AN st s AFEAQ NQA MR A mE ARtk #
AE Dol glol, AL/ AXE 7L 95 B o=v) 2uld o] 44
7199 A AA AFE 219 F U5 olake] EE o] EAudo] Hnt.
olg} go] 7|E AFEL QI HAE 7de FH o Aelgs] BN RS
B AR BAIE F2 AT E otk a2 UwA 4/5 o3 slREE 1A
719 % AR A HA) e NGB ol A ATz ST WAES B AR
Te] BAE AAHCR e AFE Ae Aoty
B ATE og g Holl Fetle] 71E AFSoA A Fd A9 At EAlshe A%
o} Ak 87 *XH a4 @ o Be BRYvelAe] S AR S4o] RS mE
AN o @ e vt thate] ol mal Ak 58] kAl A ulsh ko] kb
9 oAb 7} AN 8] Aol g Yilsto]of SR, o]}

m

=3 2 AP AR B ARk A FA0R A u Al
8 DAL SASA FEIYE] o S YA £ DL
277} 7 = 7195 olA8] B4 A B ghAbAIRkste] B o) o)
A QA A S Fa) AT, 53] o8 %ol Adlelae] BHo % sz
2, ¥ AN olAkgle] AR thete] /]2 of Fobe] ATEHTH 5 AlREY PRy

r_t

o wal 4eArhe 2 JolE B AT 71E AFEM A T AR
dto] F2 AA ARG} A S o2 AuE An g A FARES(EAM THol
st oAl Al FATRF(FAIAII S B8 0] AR (AAIZHE vhro] 1]
73 AR

GAPIRDE 2L B3o] 24 ST Gold /)2 A7E Btk
b=}

o 2 Akabd 37870(=3,021/83) 71 oIttt

Bl olE idEe 43

= _;13‘ N
i
SO
—{m
k1
2
m
lo
re
3 b
l
E m1ru
_>|i
il
i
*
R &

N
=

. AN L3] o] AAE o535 g Zﬂ"] ol g}
200078 9% ALHTR Date, F ALE 229 o]l s tEiA Rt ZAtgds]e] A
£ Fsidrhs HlA AAIL3] TR o thd AFaRS =71k A=A Q1 f 2to] 7L EA) gt
5) o]8ld =o' & AFA thRuA ste AFFA Yo IR A-87bsstt
6) Are]olAte] AR ARE Goslr|& fA] ¥th(Carcello et al. 2002).
7) Choi et al.(2009) FAkQIo] Mol EQ1 AA| TARFE A7 AR, P} A ESRE 738 4
§ 274 FAE S (normal audit fees)= IZAIA9] TR, 15AF, 499 574G T 29l wt
A== B, ¥]3 7 AR S (abnormal audit fees)= 7é 7 A7]1g 2] Eol gh(idiosyncratic) 2915

Az, 7HARle] APl AAE o2 AN WAL 5 e A HEA 2ol
A0l AT A R FgE ERACH F89 2P B3k ol YL
Kinney and Libby(2002)2] 7ol 7] %31, o] AFoM = HFA} BFE HE5S v f3te 9,

AP B 2 9F FH B A H Q) @A E(rents) L 7HAFIS] A A 2 (economic bonds)HAE EAS=H
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2 A= H57F5 e 7Hd(testable hypothesis)e 27 3ol 3lo] AL 3] SA4¢] AR S
E= AR WX e Qe 2ANE AP ATFET nRVIA| R oA 9] EA ] tiel S/
o] #11, ggAoln, et iAol e PARIY A e FARAZTo] ¥ 718 A
O 2 o33t tHAbbott et al. 2003 ; Carcello et al. 2002 ; F 971 2005 ; 5L 2006). ] & #
Fa17] glsto] B AT 2000 7€ 20073714 8zke] BAREE ol gatm frle g
719S ez Z4l & Aol o] &8 FE2 it E(large samples) 2 HFHFE

3,58370 7194/ Ap=ela, o] F A3 7 EAEA] e 7192 3,02170 719/ AFRol

H, #AArE]7E EAeke 7103% 56271 7104/04 A57F 240 AH-E AT

= ATe 71E ATl wEA ke A E EAekA] e T1dEe] AT
Sl ARG e AR Aud G FerkE AvEve HddA nrt 2le
olg gk Wt A o] Foke] My Aol tig F7HH TS AT Aew 7dEnh ‘Ed
= A7 HSZ3 st mEtA = Aol RS &g I R-E Adst=H glolA
= 283 AREHL 5 7] "l AV #elAE A A E HE] Algd € AL
Z 7|tiE

osl & A9 T vt Bk AT eM e Al 7-320] 5733 MRS 5L ZARAIRE
o HEAG APAFE HES, o] 5 vigo R Aypd S A3 A AdAN e
AXNE 7 ASs] AT 7RIS AAGH, 28] AP dA e 71adth AVglA =
ASEA AFHE AAskaL, o] gt é#oﬁ’“ < At AVAdAE A7E3E gofetn
ol Htger & d79 FA AL Ve

1. e 2 9 aPs a7k

*
r

=]

&

L Aei2e] 543 AR 2 AR PATe) AR

)
\-H

Aol A 7AW T2 Al

i

ARl Z(corporate governance) s ZAF3F A5
A=)

T AR BAE BAE A vy el Bdteith S o|Abg] o] A3 AR
o] AAZ BA3F AFE Carcello et al.(2002)2] A7} 9low, 7A1¢)3] o] B33} hApE R
7kl BAS BA3 A7 Abbott et al.(2003)7 3 A%1(2005)2] A7+ itk a2l A
3] 543 ARl BAE BAE A7 WL (2006)0] AT7F sdvk Al gt2er B
ATe 74 gorng, E diMe & =23 2T #AVt e d7E AR AR R

240 @%Zﬁ E#lﬁr AA| Bl H]E) Eﬂ U SHAE AFdcta e
st AWk ol 7| B-S Shleifer and Vishny(1997), HH3E 5(2005)2) AFH 1A E,
A ‘M@r A= 443(2010)4 ATE Fashr] Hidth
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Carcello et al.(2002)%= ©]AMs] 545 594, 54 9 AEAHL2 o, o] o]A}3
5730 ZAtE S nR= Gakl] dal #AEGt o] dFe AEERAR] WEE o] &3t
1992132} 1993 Ato]o]| Fortune 1000 flell FAH 7|HES FAHOR, TS Big 6 FARICZ
FE ZAbkE 25870 7192 dlid e BAEth AAT oAk 7t HYAola, FAH e
g, 281 AEAC] =255 RIS ARSI Skite 23S A AIEHA )

Abbott et al.(2003)= ZAE T} AL Q3] S (FHA, AEA, E84d)tel H+)e
£ 71tstdch10 242 5, AR ] o] Ado] MY Abe]o|alR FAE ZIdolv A 9 Al
FAEge] e ArelolAzt AR s]ol gk 7ol IR e 7| ET ARG
Y =tte 23S AASATh 28y a3 e] B Slee AR folg dAE #
A A St 97120052 AR E ©]-8-5ke] Abbott et al.(2003)7 2ol AR &
e Rtk AR eke] BAE ARG A, ARSI 7 A Ate]oAtE g H 7] o]
v AR s 29l Sl B2 VIHY S RS O wohe 238 AlAsSIT 22y 3]
A E A 93] 9] MR Hee ARG fol e BAF HEEA] gkt

g, olAbs] SA 3 FALE S 3He] BAIS ZAFE A3 5 Abbott et al.(2003)2 Carcello et
al(2002) 2 F97(2005)2] ATH= T-2T 2}, Abbott et al(2003)2 o|A13le] EUA 2 B
Zgol ARG eE frolgh K(+)ol BAIE, 2ol Wl FF31(2005)2 olAFE] SHAIRE HALE S
o eyt &(—)e #AE B

A (2000) ARS8 Ao R S5k, A9 dE] 54 5 AR, oAk
54 T S84 32 28493 A1 AT Ateldl #o]d K(+)e] BAE Husiith S
AAres]ol Aol she AbelelA7E 3k 719, ol AkE] o] AbelojAbH] o] E2 1Y
% o|AbE] BYJoll A Abefolate] FAEo] w2 VIPLTE RIS Aol B SUbETRE

JﬂLO]‘ﬂr 1% %A}ﬂgJﬁl gL OV‘}ﬂ«] /‘}9401 }%/‘éo] A1 AR dFe THe

A998 54 3 SNt B4 .
a0 AAATELS wE AL EAGHE 7150 @99 54 D ol
o

E4o] ARG EE AR BAE FHoE BAG

9) Carcello et al.(2002)9] ATeA = o|AkF 9] HHAAE AtQo|Ap &R, &F o|A}3] EQlZlFR
s, R el A A5 AR A, o o AgAs o]t
QB A5 Blde Aol ARl ARAS 3T AFE FEATEAAE 238 94
Nz WFIE Sz, o8 A ZHE A9E odld AgolAle] SUA A< BUD Wt
S+ ok AolA Fusel $44 B a4 1= o

10) A998l o] AXHths A 93]l EA S B438= o] f+E Menon and Williams(1994)2] -]l
A e B9 A acke e 243 £99sl S ALl el o

2938 93 n|AEe gololahs FAd| 7123 Aotk

<
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Z2ASA e 7199 ©Alg 543 AhEg EE AN A A K oR AR
AT ol 7R AR A o))

2. AT A7

tig]o] E(agency theory)ol A= 7149] &9k G0l el E245 tejn|&o] YT +
Z3FtH(Fama and Jensen 1983). Y Al= AHale] X9 E o] &3le] AdFFEHE S HE 23
StAY &4 AMHAHE SR 4 9tiJensen and Meckling 1976). Jensen and Meckling
(1976)& &f7zo] M2 dgiEAe AL T30 HAYETn Bokoh v
Shleifer and Vishny(1997)& A9 AFHTE7 S71EHA AF7GAke} o5
Fre] gl A2 1 B e 27 o] o] Fstdtial F43et) La Porta et al.(1999) 2549 7]
ol A tie]Z&A9] S A BAgk A ujFF7t F-Aad 35 B2 2Pl A o] A

7= 7131594 9 7bs/dolebal FAekAA, Aot o R ATt tief e dF
7 7

Fol ABAL ARk 29558 HEshE B4
Q o
=

N

}‘
ATk SI21 A el 88 HEHAZIEH S0 TR A BT A5 S
EAAA olAE el golrt. @l ASE WA o BE o|A1E} B4 Fo dTA
e T N e

o1F A - AEFES YA Urkd
AL FHEAY AnAGAFRA A5G BN A E FAun ERHQ 9
SRR ARE £ s1olo) Tk T TG oS Y
#7h BFAPAS ER Qs HEI At 54 AvfFEFY 9 sol ATABL S
SHAEE 2001). TFGE o AHEl 9] oAk ol AReIA A4l Y WSt < AAYAL A
S A& APolthiy ol el gt olakgle] 7% vjulel] 1918 BGAsNe Fs g AIe &

o] ¢
FHAALE 7149 7HRGEd o] & Felacloz 283 ght) A o] g dukoln éiﬂ
Aol A2 AZH Ao 7|gA TR A2 FFEr, 19973 239712 A2 HH

11) La Porta et al.(1999, 2000)°ll A= 714 2] AulFF= A1le] F&
S3tE e A AAA s 7 vk s, olele & F—% %‘iéﬁﬂ%%q}fﬂ
(turnelling)e]2tar gttt 53] wl=E& A Qg AA Zt=e] Ygtedie &
ol Ay AfEzke] Al B 2 =AUk

12) =l AW oA = O 5539 55 83k AR Ak, @ whEeolAke] Ad 9 &,
@ A93]9] dx¢F 1 9] Al F a9, @ F oA Foke AL T LR AMEE AlQldtus o Agh
= oF9] g A9 TheIlEE Ho] vk FASIYIE o|ALS| o] B9 YA3] F dhvtdl| &gttt

13) $elvet g FA3Ake] Ag@el 7o) d8 9 EA- A3 Boh xAE Ateke e %
(1999) &= AzH¥(1999)9] A5 Fashr] uigic)

O

i
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% 3t 2000130 E0] Atelo]AHOA| =t A7 S de R EYH o o] 2tk HgF 2000
o & Atelo| A o} TlEo] 22 AP EE ARbgdo] 224 o] <l FAGH - |
sl el s A=l AEd AL E GA] =Y E AT

ARSI AR 192 o]ALS] I el EF-E BAteE F]A ] 3)«{— ool k= st
22X Atglolabgol olALRE AufetaL, oALE|7F 3 g Ake] 7 =
2] oJAtE]A ol BAI7] o1 F 71949 FHA As %’4“?_ 714 A el 2 T rgeke] st
Uz =" Aol e SHAQ ARAETE oAl FolE Este] FelAeln T
Ay A - AE VeE AEAA AL FF B ol #AAES] oY SHE A
74 ‘ﬂ%“ﬁm *‘?ﬂ# }igz-.‘ﬂ WA e Fdstet H4o
A5 A 224 o] 71dell sl 4‘3“747P TdE Al

=
Jg

o)
A

P}

o 2%4 olste] 7ol ¥ Brhe AolA A 37 A
a | &= 7]?3-4 ]HH:rL S0 ARG ZARARE] ofw @k G ek mX| 3 leTtel] o
2 delA Al ¥ AR o)tk B AFoA thRaAt ke AL ST EASHA] e
AR s AR BAE 24 A+ A FSi

£ A7 A2l 454 FAsAE EFARJ AMFEE 7 e 7ol 2%
3 AR 7198 e WA &R o Anta FAR o F 50, o]AFS|e] Syl =

ol 2%A F& VFutt NdAH o SRS EarskAY(Brickley et al. 1994 ;
Byrd and Hickman 1992), 5521 AF]o|ALE 7FA| 1L Sl 71 E0] SAIFA o] LA 70l
T Yi(Dechow et al. 1996 ; Beasley 1996), ©]Al3]e] =04, &4, AEA 0] HSFE 7Y
9] o]dxA {olo] FArES HIEY E]-(Xle et al. 2003 ; Klein 2002). %3} Carcello et al.
(2002)2 ©|AKE] 7} HH A ola, FAAEFE, ag|a Aol 575 ARl AR ST

7kt A3E Hastiith

Beasley(1996), Dechow et al.(1996), Fama and Jensen(1983)2 ¢ 2|91 o|Al= ApAle] o
(reputation) = +A|317] 9te] Gl 7A o} HHFAI S 2EA A Al 3-E #-2o] &)t
o FAEE 23 o]l EA S| o|AlE] EAd(board characteristics)= F= ©]Al3le] &

3 A S
AL 5 73"31191 AFF Yol tlgt o|Alsl e AE7e S A 6}7 3Ale] Ada e S xﬂiAlﬂUﬂ, o]
£ B3t TFHCRE FF9 o]9F FusetE = Aol Ak VWE% =9 BAl HAA G
15) U] Atelo]AAIE =912 2000 SHA N HL Aoz A2zl AlEE %o, Ale]o]Ale] <]
= Bl ko] AR FALEEA] ofstE o]Ate|th Egk FAA Y ?Vé o wat FPFGRAT
3| SEHJAMA G A ) Folrte] 479 1 o H(F & 18] o]’hS Alolxtz A dsfof afH,
T AIEET AiEdo] 229 o]l AN - FI)FFHIL oAk FAYY 289 1 o]
FEH A 39 oS Aol AR Adste]ol 3th2001d ZAAMWE AR FIS2HANA A
ST FUEAS)
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A4 (board independence), &5/ (activity) & FH 21 o]Ale] A F4d(expertise of independence
directors)ol] 2%& B5=0] $Iti(Carcello et al. 2002 ; Klein 2002 ; Xie et al. 2003 ; Abbott et al.
2003). & A% o]H g Wl whet o]k Y] 5AS A E At gt a3A QL A BH?‘Z*‘
7L Sl 719 olxbs] = Bt 5y Ao|a, SEA o, gk oAk ) A S ZHE AR
o[AtZ T EH, ol gt FHAQ AMFEE ZtE VIS v FEY A E| 2ol et
R
.

A o

T87F 3718 4 9AtK(Carcello et al. 2002). 732 HAA Gl A §-8 AR 25 Al
e AARIS 284 ke FARIET U & IARSFE WE F 9lon, o & AR S
S W2 AR AFERAIE STRIAM FRe HAERE AT @ tk(Simunic 1980 ;
Francis 1984 ; Palmrose 1986 ; 2 ¥} Wl 1998 ; Whgd o} 2 #2009 5). wpr] £ <
TollME ALV fle 7I9ES FHoE, AgdTd 712t olxks] EAS 594,
GEA, AEA o Yra Al ZatES e A7) BA12 A B glo] ol gt
2ol A 71A] 7Hd-& A7} alternative hypothesis)e] ]2 A% gt}

s

]_

7M1 olAkgl el EYAI AR B A S R(+)9e] #A) ST
7Hd 21 olAbgle] EEA MRS e A E R(+)e] #AIT ST
7Hd 3 o] Ak3l o] ARA I} AR i ZAAIZEE 9k (+)9] BA7} 9

B A3 o] Hole] Carcello et al.(2002) 59 AgPAF9} vlwate] th3} 2 AEAS
7R3 Tk AR, 7R AFELS FE AL BT ARGkl B (Abbott et al.
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The Effect of Corporate Governance on
Abnormal Audit Fees and Abnormal Audit Hours®

Jong—1I1 Park™”

<{Abstract>

This study examines the association between corporate governance (board characteristics) and

audit quality (abnormal audit fees and abnormal audit hours), using data gathered under the recent
FSS's DART system audit fee and hours disclosure rules. Data about boards characteristics
(independence, activity, and expertise) are hand —collected from a business reporting.

The role of the outside directors in corporate governance is a subject of increasing regulatory
interest. Board independence are inversely related to the likelihood of earnings manipulation
(Dechow et al. 1996) and financial statement fraud (Beasley 1996), the absolute values of
abnormal accruals (Klein 2002), and the likelihood that firms avoid an earnings decline (Vafeas
2005).

From the auditor's perspective, auditors seek to minimize total cost by balancing their resource
(costs of performing more audit work) and their expected future losses from legal liability.
Additional audit effort decreases the probability that the auditor will suffer liability losses, and the
auditor provides a quantity of audit work that minimizes total cost (Carcello et al. 2002).
Therefore, boards desiring additional assurance beyond the auditor's typical, cost—minimizing
level would need to demand this additional assurance from their audit firm (additional work
results in differentially higher audit quality). Providing differentially higher —quality audit services
would be costly for the audit firm, thus increasing the audit fees and audit hours as these costs
are passed on to the client. I hypothesize that abnormal audit fees and abnormal audit hours will
be positively associated with board independence, activity, and expertise. This study focus on
board characteristics rather than audit committee characteristics, in particular the firms have no
audit committee. The uniqueness of this paper versus other papers relating board characteristics to
audit quality (abnormal audit fees and audit hours) is that while previous papers either examine
whether audit committee characteristics are related to audit fees (Abbott et al. 2003 ; Jung 2005)
or audit hours (Park 2006). This study examines a large sample of 3,583 audit fees data and 2,816
audit hours data nonregulated KSE firms in the period from 2000 to 2007.

*

This work was supported by the National Research Foundation of Korea Grant funded by the Korean
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#% Associate Professor, School of Business, Chungbuk National University, First Author
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I find that board independence (defined as percent of outside directors on board of directors)
and expertise (defined as an board composition containing at least one member with a business
administration related professor) are significantly, positively associated with abnormal audit fees
and abnormal audit hours. On the contrary, activity (meeting frequency) was not associated with
higher audit fees and audit hours at conventional levels. However, this finding is conditional upon
the strength of the overall governance structure, i.e., in boards on the presence of audit committee
is significantly different. This study findings have implications for board of independence and
expertise characteristics are considering measures to enhance the effectiveness of corporation
governance. The results add to the growing body of literature documenting relations between
corporate governance mechanisms and various facets of the financial reporting and audit processes,
as well as to understanding of the determinants of audit fees and audit hours.

<{Key words> corporate governance, board characteristics, independence, activity, expertise, abnormal
audit fees, abnormal audit hours, audit quality
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