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The Effects of Introduction of IFRS on Audit Fee:

Focusing on The Pre—post Difference of Net Income Adjustment
Zhao, Weihang

Pukyong National University

Department of Business Administration

Abstract

This research examines effect of introducing IFRS on. audit fee with
difference of 'before- and .after—adjustment. of net profit during the term
as the center aiming at non—financial enterprise which is not introduced
IFRS among the listed companies on the KOSPI in 2010.

Research ' results showed that laudit fee has significant positive
relation with absolute- value of difference between adjusting the front
and the rear. We .can judge by introducing = K~IFRS the larger
difference of adjusting Sequence of net profit” during the term higher
audit fee. We cannot reflect immediately fluctuation of a market price
or property value because financial statement estimation method under
the standard of K-GAAP is historical cost. On the other hand, if we
introduce K-IFRS instantly reflect fluctuation of value and evaluation
method will change fair value. For this reason, we can judge large
difference of adjusting sequence of net profit during the term has low
accuracy of financial statement and audit risk facing auditor gets

higher. In order to raise accuracy of accounting information, managers
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demand careful examination and auditor should spend a lot of time and
effort to lower own audit risk. In reward for that auditor can judge to
demand high audit fee.

The meaning and contribution points of this research are as in the
following.

First, we studied enterprises which are not introduced early except
early adoption companies in contrast with previous studies.

Second, policy authority regarding IFRS introduction can provide
basis which can reflect-on policy making considering characteristic after
IFRS introduction:.

Third, previous studies which IFRS-introduction effects on audit fee
keep studying mainly audit time or whether to introduce K-IFRS or not
as important parameter. This research is meaningful by examining some
effects on audit fee with net profit during the term of important factor

as the centeramong accounts information.

Key word: International Financial Reporting Standards(IFRS), Audit

Fee, Net profit
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