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Directions for Rebuilding Internal Control Structure to Deter
Corporate Fraud

ol 7| A(Lee, Gi Youl)

ABSTRACT

Management has fiduciary duties to owners of a corporation to manage
entrusted resources efficiently and to account for its activities in an objective
manner. To achieve that purpose, the management is responsible for adopting
sound accounting policies, maintaining adequate internal control function, and
reporting financial statements fairly in accordance with Generally Accepted
Accounting Principles(GAAP). But the management often commits fraud due to
certain institutional or personal pressures. To monitor management’s corporate
activities and reporting process, the owners need to establish board of directors.
But the board of directors delegates responsibilities for overseeing financial
reporting process to audit committee. But for the audit committee to perform
its duties in an effective way, it must adopt a charter which clearly defines the
member’s term, qualification, experience, duties, responsibilities, and meetings.
In addition, the committee must be composed of truly independent members
from the management and financial interests of the company, not just of the
grey area directors. The audit committee also helps the board of directors to
discharge their duties satisfactorily by delivering information it has been
acquainted through monitoring process, because it can access to internal and
external auditors. Effectively managed audit committee can enhance reliability of
the financial statements which ,in turn, restores public confidence to the
integrity of financial reporting, resulting in effective functioning of securities
market.
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7199 a7 Fu AdAAZRYH g8 e AbEs 294, &8
Hog £9, AYFEE AYS ¥ FAAdAE 259 YL Al A
SstAl Fastelof sk, 1 A#E FystA Histojof 3 g AdK
o] % (corporate accountability)”} Ath. o]= FEE AAlo] &4 &3
Aoz A=A g FIgxe] A7 FAA 714 o]
HAAES YAAA S F7] f1s AHAFS ouE Zkev, a8y B
T AR a5 FEAAS A A 78, RausiA = $e
B2 AIAES 7ol Adde udled 34, &5 W 7ol Az
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ol F537] 93 FAGY AsiE B IAAAE Fud 2o
waslr] fisk ASAA T, o2 Q) e ARGl oE By, 53,
Az g dde g AT T AAALA olf=E Qs FAHS A
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"= EnronAl= 1985 ] Houston Natural Gas®t InterNorth of
Omaha9te] oz o]Fojzxl duyx] FHA 7|Holdem 20004l
$101099 9] wi&S SAdFo=H wEE THA SHE S soH
AA 403 =ol A FFY 21,0008 83k =4 7[ge|deh. 18y
S ARA AFEFHEA 2001 $95= ZUletE F2Fko] B3 v A}
o f1Ho g FLFurASIA T Enrone 39 s<F o9& $58600%7F F-=
Hom, ZAGxrt F9 23 (off-the-book partnership)S HA3dte] 71219
& 39t Enron #d AFAAE ¥elal vk 25 Enrone I
Abo® AEgko™ ) Enrone AW “Big-5" I AIWMA syl
Arthur Ardersen= $H7] =29 45 At

1] =321 3] A| A} 3] (American Institute of Certified Public Accountants
: AICPA)= Enron AEje} @&t “SIAHNEA S 359 Al (public
trust) & Wolgtow A 100 o] &3 oS 18] BAMTE 1Y
U Enron® =0z Qe d=(stain)o] AAEZH 714 S o3 A
2kl T2l A1#(public confidence)S <=2 7tol] A A 2T} a1 W a1slal
ATH (AICPA, 2002 1€ 249).
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T3k 1997\ CUC International®} HFS Inc.o] oz w3l
CendantAl= W A] FElet =271 & Asl7] 98 CUC International®] 3
WA 1995 F-H 1997744 $59 o] el Foled s FETe 2o
A AHEA 19973 49 o= I Cendant® F717} 46%AH = kgl on,
A&7 A (market value)©= $1409 o] 3t it} Cendant= 1999 Fx}
A9 AFol $289& AES7E vk, #HLo|l Computer Associate
InternationalAt= W= FAA 91U 3] (Securities and  Exchange
Commission :SEC)7} 7 <d &< F-Ao] 7Nds wi&e A S ZAFS)H
oA, S AHSle] AR AR IS AE3A ST HuH A7) 39
o] AFHIFALANA ALEE ST Ao HIAEA F 3|ALe] F
21gko]l 2003 10€ 9¢ 10%°]7d w&hal7lx= ok 919 Al ARk of
Ugh Agate] A4 dFH 714> Sunbeam, PharMor, Waste
Management, Informixs 4 §lo] &

FElvere] ASdx SK 2249, 7lotxbs Ak, xR Fd7 o, Fof,
T 7ds A FAe #AAE Atdle FA7] 2 EBrh AXoe 4
(et YAEd, A, TS =2 welE FH, d&st=5 F
AAstA A& A7 B

u] = Certified Fraud Examiners«] 20023 “AFHEAHH Fgo # B
Ao mEW Ha7]dS wEe] Hit 6%E Ui FHo= A
Agttta BHiastal low) o RS FlF AL rRd g A9 Azt
$60004] o] o] WF<Qle] Fgoz Qe ety Hiasta . o]y

3 Y REAH Ay Ys] AW EAS(Federal Bureau  of
Investigation :FBD& A 9] ok 24%A =S Azt A 2o o 2] 3}7)
s 22olx vt IHACFE 2002). ol#3k Aol 4L A Ho]
EAE AFEIA FAG FE A JAAAG fEE 7 E B o}
et AR s g 1%94 AE S E of7] Ao REA &
FAES Sl mrmdn o] Fg F Ao AFHA Fe VANAE
AFE-\]E-(cost of capita)S F7} /\]7]71]%1 st o] 7)o wE FFZ<
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Rl I = RS ) o 2 B B R [ I A = et 1= Alztak Ab o)t}
1987 d F-H 1997d74A] 11\d Fotol =5 2] 911 3] ( SEC)Oﬂ "4
H AR AH" 30070 71de]l 200705 EE FAFSE Treadway
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Rom AFEadede]l #AAEY Y Aee 43%da el low,

PN
T
<4

rl:i ;0



~
(00]
o
W
Sl
=
Jo
ton
HT

F A58 Fahd 3% A9 delA@ART Y B9t dglen
2) AnAGASt ARGFAel P AFHT 9SS w3 Ak
AgAel AARAL apgsy]l 99 A 2A2E ARt 445
oAt AATGe] g A Basl, ae7] A NPEALS
o A W £, WA TS a3 GA A AR IA
AgsolAE A Hg U 44 G@ol Fadteh T AIA LAY
AT 9% AFAD 2AZE SRRt doh aed ge BAdT

(Wallace 1983, Coglitore and Berryman 1988, Albercht 2003)= <] H-7FA}
7V @A B A e kA dvhar stk kst A g A= ApAale) A
A5 ol &5, AN FAAFY x4, A3+ E(collusion) &2
2 A4S A AUE 914E st7] vl o F3FARRl o]l Astr] vt
A gfvkar gvh mgk Evete] AQJA Ao #we FAE =
g Jojdo= A2 A A7t FHAGS s Ak ookt
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2 AT B4 wmo Abdle AFA FARAE AT A=A B
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