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The Relationship between Audit Review of Private
University and Audit Fee and Audit Hour®
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Jeong-Un Choi(Corresponding Author)
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This study is to investigate audit fee and hour of private universities in order to measure the
effectiveness of audit review.

After audit review, there is a possibility that the auditors who audited the private universities and
universities will be disadvantaged, which will put pressure on the auditing work. Therefore, audit review
is highly likely to change the behavior of private universities and auditors. In this study, we examine @
audit fee and hour of audit reviewed universities(AR), @ audit fee and hour of AR after review, @ the
difference of audit fee and hour between AR and non-AR.

As a result, AR target year’s audit fee and hour is lower than non-AR, significantly. And AR’s audit fee
after review is significant higher, but not significant relative to non-AR. Additionally, AR’s audit hour
after review is significant lower than non-AR. This study has the contribution in that it investigated
AR’s audit fee and hour about the effectiveness of audit review in private universities. In addition, this
study suggests the Standard audit hour policy for effectiveness of the private university audit review,
that is, increase the accounting transparency of private universities and improve audit quality.

Key Words: Private university, Audit review, Audit quality, Audit fee, Audit hour, Standard audit hour
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(Table 1) Sample
Panel A @ 7l vs v

Ao H) kel A
878 1,162 2.040
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438 440 878
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Aeldie o) zkel g e
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V. AEEA 2}

4.1 JlzSAl

(Table 2)9] Panel AE ¥ Ao A" 7+
0] 71&EA LS JeRIT ) A RS Hi (S
F7H) S 9.588(9.616)0101, ZAMAIHS] HF(FY

)2 5.427(5.394)olt}. ArTSE ZALE 9 7F
AR R 74} Ak m1A Z0 R ditE e B4
(CON)SI A hgtel| A 4kat7] 2
A3 e FHe 18.7% 2.2 YEit)

Panel BE =W ARGS9 7HAFAI7Ee] ¥s)
£ Yepdt. At S Ad e o] & 2015»41?_51
2021744 AR ZAAZEE F7F Sl o] 9L
=5 & F 9l 201549 HlE) 2021 ARE S

(Table 2) Descriptive Statistics(N=2,040)

Panel A. Descriptive Statistics

Variables Mean Std Dev 1% 25% Median 5% 99%
Ln_FEE 9.588 0.624 8.066 9.210 9.616 9.948 11.251
Ln_HOUR 5.427 0.625 3.871 5.011 5.394 5.768 7.170
AR 0.430 0.500 0.000 0.000 0.000 1.000 1.000
POST 0.216 0.411 0.000 0.000 0.000 1.000 1.000
SIZE 18.040 1.459 14.211 17.002 18.288 19.087 21.101
GRW -0.000 0.126 -0.564 -0.039 0.002 0.045 0.494
LEV 0.134 0.079 0.002 0.083 0.120 0.179 0.445
REV 0.416 0.194 0.027 0.285 0.390 0.523 1.125
BIG4 0.015 0.120 0.000 0.000 0.000 0.000 1.000
FIRST 0.208 0.406 0.000 0.000 0.000 0.000 1.000
CON 0.187 0.389 0.000 0.000 0.000 0.000 1.000
OoP 0.019 0.135 0.000 0.000 0.000 0.000 1.000
TYPE 0.637 0.481 0.000 0.000 1.000 1.000 1.000

Panel B. A= AR B 2ARA| 7 W3}
9= 2015 2016 2017 2018 2019 2020 2021

AR (A L) 16,926 17,432 17,252 18,203 19,122 19,626 20,267

AR S3he - 2.90% -1.04% 5.22% 4.81% 2.57% 3.16%

A2 258.9 276.0 269.0 289.0 299.8 297.0 298.2
AR S2k& - 6.20% -2.60% 6.92% 3.60% -0.94% 0.40%
N=2,040 296 296 295 294 294 285 280

5) Ao AbeH HEEL 1% FFoA YA gto] A (winsorizing) =St}

100
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7k A o2 e
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4.2 e 24
4.3.1 zrejdiete
(Table 3)& & A7olA AHE HeE 19| I (7Hd1)

01* FBAGFE VERATH B9l 7] v gt
F(AR), #A=ltgte] 7o) $£7]1ZHPOST
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71Ek SAH
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e} (Table 4)& 7 uieke] ¥ (AR) o} AL B
HEHARH 02 241G Aol
S AN o]

%9l FAAKH
H(CON), AR ABICH), 48 U B Bt AN W el 2 o
o ueb el

oA % (TYPE) = ZAMAIZH
o 2 teptort 7

9 onsek £ (+) g

REIEEE

AAOPE F% ) JAme] e AAFAL eIt H42 4 9
BAE 2o, #9979 SHEGRW), 2244 o =3 §AWS FARMSIZE), 2 (e5=
(Table 3) Correlation (Pearson)

Ln FEE | Ln HOUR AR POST SIZE GRW LEV REV BIG4 FIRST CON 0P

Ln HOUR | 0.763"

AR 0.095™* | 0.0557

POST | 01717 | 0.127* | 0.603™

SIZE | 0.7827* | 0.676™ | 0.161"*" | 0.145™

GRW | 0.003 0.000 0.019 {-0.053" | 0.035

LEV | 0.139"F | 0.102%* | 0.046™ | 0.023 0.037 | 0.037

REV | 0.027 0.049°* | 0.080"* | 0.037° |-0.134"* | 0.117** | 0.562™

BIG4 | 0.219™ | 0.208"* | 0.017  [-0.054™ | 0.142"** | -0.010 0.031 0.051%

FIRST {-0.000 | -0.006 -0.007 0.019 |-0.016 0.010 0.033 0.042° | -0.063"*

CON | 0502 | 0451 | 0.031 0.015 0.405*** | -0.003 01247 | 0.067* | 0.130"** |-0.029

OP  |-0.060* |-0.112** [-0.076™* |-0.037" |-0.081*** |-0.067*** | 0.090"** | 0.005 |-0.017 0.000  |-0.029

TYPE | 0.063" | 0.143"* {-0.019 [-0.013 0.068"* | 0.002 0.048" 1-0.066 | 0.092"** |-0.004 0.273™* | -0.039"

1) See (Appendix) for variable definitions.
2) ¥ ** and * denote the significance at 1%, 5%, and 10%.

6) 2 W TR BAE Seleb] sl RAMPAS(VIF) e 39a 235
7t a7 e Ao Baadn
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(Table 4) Zz2[Chet0 7ot ZALE S

& LA n=2,040)

Variable Ln_FEE Ln_HOUR
B t B t
Intercept 4.104** 34.7773 0.649*** 4.482
AR -0.046*** -2.941 -0.081%** -4.188
SIZE 0.301"** 49.082 0.260""* 34.566
GRW -0.034 -0.542 -0.060 -0.786
LEV 0.560*** 4.490 -0.038 -0.249
REV 0.221** 4.404 0.398*** 6.475
WLEV 0.010™** 3.124 -0.004 -1.012
BIG4 0.587"** 8.964 0.576""" 7.173
FIRST 0.018 0.903 -0.004 -0.165
CON 0.345"** 15.288 0.278** 10.043
orP -0.054 -0.945 -0.304*** -4.337
TYPE -0.074*** -4.430 0.063"** 3.077
YD Included Included
Ad;. R? 0.6972 0.5461
F 277.2 145.3

1) See (Appendix) for variable definitions.

2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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(Table b) Ztz|chste| Z2| M - = ZAES W ZAZHNn=878)
Panel A : Ln FEE
Variable POST PROCESS ERROR LAW NOTICE
B t B t B t B t B8 t
Intercept 36737 19.959| 3.696™*  20.129] 3.699%**  20.504| 3.743"*  20.901| 3.696***  20.077
POST 0.114%*  3.499
POST+PROCESS 0.117%* 3.791
POST*ERROR 0.006 0.210
POST-LAW 0.108*** 3.977
POST+NOTICE 0.094** 3.109
SIZE 0.312%%  32.639| 0.311%*  32.487| 0.317*** 33.527| 0.311"*  32.829| 0.312***  32.547
GRW -0.005 -0.049| -0.004 -0.044| -0.017 -0.174| -0.015 -0.155| -0.015 -0.155
LEV 0.690*  4.158] 0.708"* 4.266| 0.620"*  3.753| 0.597%** 3.650| 0.713** 4.283
REV 0.260"*  3.878] 0.251"* 3.7491 0.262**  3.851] 0.255"* 3.790| 0.261%* 3.893
WLEV 0.008 1.724| 0.008 1.675| 0.021 0.734| 0.020 0.721] 0.008* 1.745
BIG4 0417 4.800] 0417 4815 0.348™* 11.001| 0.349*** 11.127| 0.418"* 4.807
FIRST 0.026 0.939| 0.026 0.940| 0.110 0.814| 0.124 0.926] 0.024 0.890
CON 0.332"** 10.605| 0.333"*  10.655| 0.049** 2.053| 0.0407 1.669| 0.329%**  10.523
OP 0.100 0.757| 0.133 1.003| -0.271%**  -6.054| -0.194"*  -4.121| 0.140 1.054
TYPE 0.042" 1.794| 0.042° 1.801] -0.255"**  -5.889| -0.188"*  -4.177| 0.040° 1.704
YD Included Included Included Included Included
Ad. R 0.7266 0.7272 0.7152 0.7204 0.7258
F 138.1 138.5 147.9 151.6 137.5
Panel B : Ln HOUR
Variable POST PROCESS ERROR LAW NOTICE
B t B t B t B t B t
Intercept 0.791%*  3.042| 0.805"* 3.102] 0.809***  3.110] 0.858"** 3.307| 0.804** 3.098
POST 0.073 1.583
POST+PROCESS 0.074* 1.696
POST*ERROR 0.021 0.568
POST-LAW 0.107%** 2.825
POST*NOTICE 0.075* 1.766
SIZE 0.239* 17.759] 0.239"*  17.671| 0.242"* 18.060| 0.236™* 17.515| 0.239"**  17.685
GRW -0.131 -0.961| -0.130 -0.959| -0.129 -0.946 | -0.126 -0.928 | -0.140 -1.025
LEV 0.349 1.489]  0.360 1.535| 0.343 1.460| 0.324 1.386 | 0.367 1.564
REV 0.302*  3.195| 0.296"* 3.136] 0.303***  3.196| 0.293** 3.110] 0.304** 3.215
WLEV -0.006 -0.981| -0.007 -1.005| -0.007 -1.037| -0.007 -1.061 | -0.006 -0.953
BIG4 04117 3.352] 04117 3.357] 0.409%**  3.335| 0.421%** 3445 0.412%* 3.365
FIRST -0.044 -1.124| -0.044 -1.124| -0.044 -1.134| -0.044 -1.140 | -0.045 -1.151
CON 0.354"*  8.014] 0.355"* 8.031| 0.352"*  7.956| 0.352%** 8.008| 0.352%* 7.988
OP -0.231 -1.236| -0.211 -1.125| -0.223 -1.191 -0.212 -1.136 | -0.201 -1.069
TYPE 0.169*  5.117| 0.169"* 51201 0.170%**  5.105| 0.159*** 4798 0.168"* 5.080
YD Included Included Included Included Included
Ady. R 0.5066 0.5068 0.5053 0.5097 0.5009
F 53.96 54.00 53.69 54.62 54.03

1) See {Appendix) for variable definitions.
2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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(Table 6) Zt2| o|= Ztz|chstnt v|Ziz|chste] ZAtE S 9l
Panel A. Ln_FEE

LAAIZHN=1,602)

The Relationship between Audit Review of Private University and Audit Fee and Audit Hour

Variable POST PROCESS ERROR LAW NOTICE
B t 8 t B t B t B t
Intercept 4169 31761 4174 31.756| 41517 31774\ 42077 31.936| 4.172%*  31.764
POST 0.005 0.258
POST*PROCESS 0.011 0.508
POST*ERROR -0.035 -1.363
POSTALAW 0.046* 2.06
POST*NOTICE 0.009 0.402
SIZE 0.297%** 43401 0.296*** 43.287| 0.298"**  44.105| 0.294™*  43.006| 0.296""*  43.349
GRW -0.036 -0.502 | -0.035 -0.497| -0.037 -0.527| -0.033 -0.458| -0.036 -0.506
LEV 0.620**  4.338| 0.620***  4.341| 0.631"** 44121 0.609** 4.259| 0.621%* 4.345
REV 0.206%**  3.617| 0.205***  3.588| 0.207"* 3.646| 0.199* 3.497] 0.206% 3.610
WLEV 0.014%* 3797 0.014**  3.790| 0.015"* 3.8471 0.014* 3.7381 0.015** 3.798
BIG4 0.699%**  7.761| 0.700***  7.770| 0.697"** 7.7431 0.706* 7.8421 0.699* 7.766
FIRST 0.003 0.160 | 0.004 0.163] 0.004 0.1721 0.004 0.176| 0.003 0.159
CON 0.357%** 13751 0.357*** 13.763| 0.356™*  13.753| 0.358™*  13.824| 0.357***  13.760
OP -0.054 -0.908 | -0.053 -0.887| -0.059 -0.990| -0.049 -0.816| -0.053 -0.892
TYPE -0.102**  -5.318] -0.102"* -5.313| -0.104***  -5.402| -0.104"**  -5.424| -0.102"*  -5.321
YD Included Included Included Included Included
Adi. R? 0.6951 0.6951 0.6954 0.6959 0.6951
F 215.7 215.7 216.1 216.5 215.7
Panel B. Ln HOUR
Variable POST PROCESS ERROR LAW NOTICE
B t B t B t B t B t
Intercept 0.586*** 3.82| 0.585"*  3.805| 0.605* 3.958] 0.63* 4.081| 0.592%* 3.857
POST -0.056%  -2.241
POST*PROCESS -0.054%  -2.142
POST*ERROR -0.056* -1.885
POST*LAW 0.002 0.093
POST*NOTICE -0.047* -1.844
SIZE 0.265"* 33.157| 0.265*** 33.101| 0.263"** 33.298| 0.261™*  32.594| 0.264**  33.052
GRW -0.032 -0.390 | -0.032 -0.387| -0.031 -0.367| -0.028 -0.339| -0.029 -0.351
LEV -0.066 -0.398 | -0.073 -0.437| -0.061 -0.366 | -0.078 -0.464| -0.076 -0.452
REV 0.363"** 5454 0.365**  5.478| 0.354"* 5.330] 0.353* 5.299] 0.361% 5.422
WLEV -0.002 -0.518 | -0.002 -0.512| -0.002 -0.501| -0.003 -0.564 | -0.002 -0.542
BIG4 0.687%**  6.529| 0.687**  6.526] 0.692"** 6.576] 0.695"* 6.592| 0.689** 6.538
FIRST -0.007 -0.276 | -0.007 -0.277| -0.006 -0.227| -0.006 -0.248 | -0.007 -0.258
CON 0.268%**  8.833| 0.268***  8.833| 0.271%* 8.932| 0.271%* 8.933| 0.269"* 8.873
OP -0.302**  -4.318] -0.303™* -4.339| -0.300***  -4.294| -0.293***  -4.190| -0.302"**  -4.324
TYPE 0.029 1.285] 0.029 1.282] 0.027 1.202] 0.030 1.316] 0.029 1.311
YD Included Included Included Included Included
Adi, R 0.5712 0.5711 0.5708 0.5698 0.5707
F 126.4 126.4 126.2 125.7 126.2

1) See (Appendix) for variable definitions.
2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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(Table 7) S|AHIZAIES] ZEAKES 3 ZEARAIZE
A (n=2,040) ] e n=878)
Variable Ln FEE Ln_HOUR Ln FEE Ln_HOUR
B t B t B t B t

Intercept 4.309***  37.343| 0.818"** 5.652| 3.797**  20.759 0.83"** 3.178
PERSONAL -0.258***  -10.464 | -0.152**" -4.903

POST*PERSONAL -0.197***  -5.365| -0.041 -0.774
SIZE 0.290"**  48.708| 0.249"™  33.464| 0.312*"*  33.124 0.241%** 17.99
GRW -0.021 -0.346 | -0.051 -0.672| -0.004 -0.046 | -0.129 -0.949
LEV 0.590** 4.8431-0.020 -0.129| 0.716*** 4.351 0.354 1.509
REV 0.208"* 4.274| 0.374* 6.129| 0.266™* 4.015 0.302** 3.189
WLEV 0.007** 2.354 1 -0.006 -1.491| 0.006 1.228 | -0.007 -1.089
BIG4 0.564"* 8.820| 0.565"* 7.044| 0.393"** 4.57 0.405*** 3.297
FIRST 0.017 0.904 | -0.004 -0.149 | 0.027 0.988| -0.043 -1.115
CON 0.352"**  15.972| 0.285"** 10.336 0.33*** 10.65 0.352"** 7.975
OP -0.009 -0.159 | -0.265"* -3.7941 0.178 1.352 -0.212 -1.126
TYPE -0.063***  -3.859| 0.070*** 3.428 | 0.044" 1.879 0.169*** 5.096

YD Included Included Included Included
Ad;. R? 0.7116 0.5476 0.7317 0.5055
F 296.9 146.2 141.7 53.73

1) See (Appendix) for variable definitions.
2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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The Relationship between Audit Review of Private University and Audit Fee and Audit Hour
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(Appendix)

Variable Definition

Ln FEE;; natural logarithm of audit fee
Ln HOUR; natural logarithm of audit hour
AR; ¢ 1 if received audit review university (University-Year), 0 otherwise
SIZE; 1 natural logarithm of total assets
GRW. .1 Operatir.lg ir}come Growth rati'o ‘ o

(Operating income;; - Operating income;-2)/Operating income;
LEV; ¢ Debt ratio(debt/total assets)
REV.,, Revenue ratio‘ . N

(revenue of tuition + government subsidies)/total assets
WLEV, o Current ratio o

(current assets/current liabilities)
BIG4; 1 if the external auditor is a large auditor(Big4), 0 otherwise
FIRST; ¢ 1 if the first audited university, 0 otherwise
CON; ¢ 1 if institutions and hospitals are included in the audit, O otherwise
OP; -1 0 if the university received an appropriate audit opinion, 1 otherwise
TYPE; 1 if it is a 4-year university, 0 otherwise
YEAR year dummy
POST; 1 if it is AR(University-Year) after audit review, 0 otherwise
PROCESS; 1 if the audited item is a violation of the audit process, 0 otherwise
ERROR; ¢ 1 if the audited item is financial statement error unknown, O otherwise
LAW; 1 if the audited item is no report of violation of law, 0 otherwise
NOTICE; 1 if the audited item is notes disclosure error unknown, 0 otherwise
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