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Abstract: This study investigates the impact of testing internal control over
Financial Reporting (ICFR) under SOX 404(b) on audit and consulting-like
(non-audit) service fees changes over the 2000-2016 period, after controlling
for factors including risk, operations, governance, gender, finances and firm
size. Our findings indicate that ICFR 404(b) accounts for 30% of the increase
in audit fees, and that accelerated filers’ larger firms pay higher fees compared
to non-accelerated filers’ smaller firms. Auditors are paid for completing
additional tests of internal controls, implying an improvement in the quality of
internal audit control. A 19% reduction in non-audit fees was also observed,
exerting pressure on external auditors to be less independent. Reduced risks and
tightened governance policies indicate that increased audit fees are driven by

Copyright © The Author(s) 2026. Published by Inderscience Publishers Ltd. This is an Open Access Article
distributed under the CC BY license. (http://creativecommons.org/licenses/by/4.0/)



Determinants of audit fees for robust financial report reliability 513

gender and operational complexity factors. These are crucial outcomes for
regulators to consider when designing policies to enhance transparency,
resources allocation and maintaining stakeholders’ interests.

Keywords: audit fees; corporate governance; ICFR 404(b); financial reporting;
S0X2002; PCAOB.
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1 Introduction

The Sarbanes-Oxley Act (SOX2002) was enacted after the failures of Enron and
WorldCom to reduce similar future incidents. The Public Company Accounting
Oversight Board (PCAOB) was created to enhance investor protection by reducing
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reliance on industry self-regulation. PCAOB inspection reports show that the Center for
Audit Quality (CAQ) worked to address external audit faults in internal control over
Financial Reporting (ICFR). SOX Sections 302 and 404 require management to disclose
and maintain effective internal controls. Section 404(a) requires the SEC to issue rules for
assessing ICFR effectiveness, while auditors carry indirect responsibility for 404(a)
disclosures. The PCAOB issued Auditing Standard 2 (AS2) to enforce 404(b), which
requires external auditors to attest to management’s report. This paper focuses on how
Section 404(b) impacts audit and non-audit fees. According to the SEC 2009 survey,
SOX 404(b) is often associated with higher auditor fees. Some argue it causes costly
duplication of effort.

Much of the prior research on Section 404(a) links audit fee premiums with internal
control material weaknesses (ICMW), remediation, and adverse opinions (e.g., Kean
et al., 2012; Hoitash et al., 2008). However, few studies directly test how auditors’ ICFR
opinions under 404(b) affect audit fees. Most focus on internal control problems and
audit fee levels, especially differences between accelerated and non-accelerated filers
(e.g., Kinney and Shepardson, 2011; Ge et al., 2017; Munsif and Singhvi, 2014; Iliev,
2010).

Section 404(b) requires auditors to attest to management’s ICFR assessment. Our
objective is to determine whether ICFR testing affects audit and non-audit fees during
2000-2016. We contribute to the literature in several ways. First, unlike Ghosh and
Pawlewicz (2009), we focus on accelerated filers (83% of our sample). Second, we use a
broader sample (2000-2016) with more firm diversity. Third, we test audit committee
gender diversity as a proxy for internal control, not just risk behaviour. Fourth, we
examine how audit fees respond to regulatory impacts on ICFR, controlling for internal
and external drivers. We use accelerated filers as a proxy for internal control risk and
audit fees for planned detection risk (PDR), also adding financial performance and non-
audit fees as variables. Lastly, we adopt the substitution approach between internal
controls and audit fees.

Another innovation of this paper is that we rearrange our chosen variables into six
blocks that were not previously tested in a collective manner, with anticipations of
shedding additional light on what determines the size of audit fees. Namely, factors such
as risk, operational complexity, corporate governance, gender differentiation, financial
strength, and firm size. We argue that while prior studies have tested some determinants
individually, they were not ‘collectively’ tested in the presence of each other. Even when
tested, the results were inconclusive; particularly concerning the relationship between
audit fees and proxies of firm risk, corporate governance, audit committee gender mix,
and operations complexity. All these improvements, besides rigorous econometric
analysis, represent our main contributions to the literature in this subject area.

Our results resolve most questions on the nature of relationships with the magnitude
of audit fees. We report a 19% decrease in independence (due to a decrease in non-audit
fees), which means an increase in fraud risk. Some recent scandals prompted KPMG, one
of the Big 4 accounting firms to become the first to cease undertaking non-audit work for
companies whose accounts it handles owing to the aftermath of scandals surrounding the
collapse of Carillion and BHS.?

The following section will review previous literature on this subject and position our
paper as a filler for uncharted areas. The subsequent section discusses data sampling,
hypotheses formulation and testing methodology. The next section discusses results and
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findings of our study, while the final section concludes the work and proposes several
policy implications.

2 Literature review

Controlling factors such as company size, complexity, internal control and financial
reporting quality, competence, objectivity, and risk, prior research explored how changes
in internal controls and auditor types impact audit fees. Studies sampled ICFR problems
across filer types, financial and non-financial firms, and regions including Europe, the
US, MENA, and Asia. The impact of Section 404(a), requiring management attestation,
has been widely studied in the US (e.g., Kean et al., 2012; Hogan and Wilkins, 2008,
Hoitash et al., 2008), while Section 404(b) was rarely tested. Singh and Newby (2010),
using top 300 Australian public companies, found a strong, positive relationship between
audit fees and internal audit. Defond and Lennox (2017), using PCAOB inspection
reports from 2010-2013, linked higher audit fees to fewer inspection deficiencies, better
quality, more audit tests, and more adverse opinions. Knechel et al. (2013a) categorised
audit quality into inputs, processes, and outcomes, stressing a broader framework
involving professional judgment and firm culture. A proposed reason for higher fees is
the increased workload from Section 404 testing, particularly for riskier clients needing
more senior attention.

Other studies showed audit fees are adjusted based on problem severity. Under
SOX 302, companies must disclose material weaknesses quarterly, though less severe
problems are disclosed voluntarily. Classifying severity is challenging. Hogan and
Wilkins (2008) found that material weaknesses and severe deficiencies in both
accelerated and non-accelerated filers are associated with higher audit fees, even in prior
years. Hoitash et al. (2008) similarly observed that only material weaknesses affect fees
for accelerated filers. We follow this approach by sampling audit fees for both filer types.

Studies examined whether good governance (e.g., internal auditors’ objectivity,
competence, and work quality) can influence external auditors’ perception of internal
audit quality and reduce audit fees. Krishnan and Zhang (2014) studied US firms
receiving fee cuts in 2009 (32% financial institutions, 63% S&P 500) and found that Big
4 auditors maintained audit quality and fees, while non-Big 4 auditors saw fee cuts of
25% or more after the 2008 crisis. Thus, we consider firm differences based on auditor
size. Guan et al. (2015) showed that school ties between auditors and executives led to
favourable audit opinions, higher discretionary accruals, and more earnings restatements,
highlighting non-economic influences on audit quality.

Other research suggests individual partners retain autonomy in engagement decisions
despite internal quality reviews. Knechel et al. (2013a, 2013b) and Taylor (2011) argued
that auditor identity affects audit fees and engagement hours. Gender differences also
emerge in governance: Ittonen et al. (2013) found audit fees reduced when female chairs
and committee members oversaw internal controls in Finland and Sweden. Conversely,
Hardies et al. (2015) reported 7% higher fees when female partners led audits in Belgium,
suggesting a premium potentially tied to competencies or diversity demand. Birnberg
(2011) linked gender to risk-taking, and Chung and Monroe (2001) found that female
auditors produced more accurate reports and better decisions in complex settings. These



516 S. Elfakhani e al.

studies indicate gender diversity can have either positive or negative impacts on
governance, making it a focus in this paper.

Charles et al. (2010) examined the link between financial reporting risk and audit fees
for 4,320 Big 4 clients from 2000 to 2003, around the SOX. They found that audit fees
rose in 2002 and 2003 due to increased litigation and business risk from new regulations
and scandals. This supports Ghosh and Pawlewicz (2009), who observed a 74% audit fee
increase and a decline in non-audit fees for Big 4 clients, driven by greater audit effort
and expected legal liability. Huang et al. (2009) tested the ‘low balling’ hypothesis —
discounting fees in the first year — but instead found a 16% fee premium, reflecting
increased conservatism post-SOX. Mironiuca and Robub (2012) found a positive
relationship between non-audit fees and fraud risk, and a negative one with audit fees,
implying compromised auditor independence. PCAOB (2014) raised concerns about
non-audit services undermining audit quality. Unlike Mironiuca and Robub, we consider
non-audit fees a proxy for effects on audit quality and independence. SOX permits certain
non-audit services only with audit committee approval.

While ICFR has improved, how auditors handle material weaknesses remains
uncertain. Section 404(b) requires auditor attestation. Kinney and Shepardson (2011),
studying small firms from 2003-2008, found that 404(b) filers paid double the audit fees,
while exempt firms saw only a 10% increase. Ge et al. (2017) confirmed this using 5,305
non-accelerated firms from 2007-2014. Munsif and Singhvi (2014) found lower audit
premiums for non-accelerated filers, though their study is limited to the 2008 crisis
period. A longer time frame is needed for generalisation.

Iliev (2010) analysed SOX 404’s effects on earnings quality, stock price, and audit
fees, finding that optional compliance reduced earnings, lowered stock value, and
increased audit costs, especially for small firms. However, his data only covered fiscal
year 2004, limiting broader conclusions.

In brief, literature shows that internal control problem disclosure and auditor
attestation under ICFR 404(b) drive audit fee increases. However, it is less clear if
repeated disclosures lead to fee changes, as auditors may adopt a non-reliance approach.
If problems are re-mediated, auditors may rely more on controls and fees may decrease.
Still, Hoag and Hollingsworth (2011) found that firms re-mediating ICFR issues paid
higher fees during severe ICMW years, and less afterward. Kean et al. (2012) compared
newly disclosed, re-mediated, and continuing problems to firms without issues but found
no conclusive trend. Prior research also shows large audit firms, particularly Big 4,
charge higher fees, while those shifting away tend to pay less (Bedard et al., 2008).

In conclusion, this paper aims to resolve earlier inconclusive findings and expand the
literature by studying audit and non-audit fees in relation to internal controls under
SOX 404(b). Given heavier auditor involvement with ICFR reporting, we expect a fee
premium relative to reliance on substantive tests. Prudence may prompt more audit work,
justifying higher fees.

3 Research design, hypotheses and sample selection

We contend that the ICFR 404(b) is a better proxy than the measures for internal control
report quality tested by others such as Singh and Newby (2010) and Defond and Lennox
(2017) who did not consider Section 404(a) or 404(b). Our methodology is superior to
earlier literature because although some of these variables have been individually tested
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in prior literature, they were not collectively tested. Towards this end, we re-test
18 firm-specific and external corporate variables already tested in the literature but not
collectively in one model, many of which reported opposing statistical results.
Furthermore, we add four new variables, besides Impact of Regulations on Internal Audit
Control that were not tested before; namely, total assets growth, total revenues growth,
the size of the audit committee, and the effect of the 2008 global financial crisis. We also
group these variables into six blocks: risk (e.g., Singh and Newby, 2010), financial
strength and financial growth potential, operations complexity (e.g., Chung and Monroe,
2001), corporate governance mechanism (e.g., Goodwin-Stewart and Kent, 2006), gender
composition differentials effect (e.g., Taylor, 2011; Ittonen et al., 2013; Hardies et al.,
2015) and firm size (e.g., Ge et al., 2017) and then test them.

We ran regression on the proposed set of variables in two ways — one for the
transformed audit fees LNAUDFEE as the dependent variable, and one for the
transformed non-audit fees LNNOAUDFEE on our proposed set of independent
variables. For ease of testing our hypotheses, and in consistency with our literature
review, we test 18 individual variables that are regrouped into six blocks, according to the
testable theme effect. The IRICFR is proxied by a dummy variable for internal audit
report over financial reporting accelerated filers (1 when ICFR is required; 0 otherwise).*

Testing variables were collected mainly from two sources: Audit Analytics database,
and complemented by data retrieved from COMPUSTAT. The sampling period
(2000-2016) was chosen to reflect the period before and after SOX 404(a) and 404(b)
were implemented.’ As such, we were able to retrieve auditing related data for the
16-year sampling period. Data on financial statements, however, was lacking in certain
cases from Audit Analytics. All missing accounting data are collected from WRDS
COMPUSAT. The initial sample included 410 companies listed within the S&P 500
Index firms that are common with Audit Analytics, and another 535 companies listed
with  NASDAQ. The NASDAQ companies were chosen based on two filters:
non-financial companies and audited by non-Big 4 auditing companies. The trimmed
Audit Analytics sample contained all the listed firms except those related to the heavily
regulated financial services and insurance companies. However, after we dropped all
missing values and outliers from the ratios, the final number of sampled companies went
down from 945 to 697 (363 from S&P 500 list and 334 from NASDAQ) and down to
5,195 observations (2,962 for S&P 500 companies and 2,233 for our NASDAQ
companies) from the initial 8,339 observations.®

Audit Analytics offered the necessary data by enabling us access to the firms’
downloadable financials and auditor reports assessing financial reporting and
effectiveness. Namely from eight lies: overview of create report file, auditor fees file,
auditor changes file, auditor and management internal control file, auditor report —
financial statement file, company governance — committee — audit file, the balance sheet
file, and the income statement file. For each company, we originally collected annual data
on the following variables: company name, ticker, sector, sub industry, CIK code, auditor
name, number of employees, SIC code, fiscal year end, total assets, inventories, accounts
receivables, total liabilities, total revenues/net sales, total equity, market capitalisation,
earnings, book value, shares outstanding, audit fees, non-audit fees, auditor opinion,
management internal control report (which indicates whether the management found the
registrant’s disclosure controls to be effective), auditor final report, number of audit
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committee members, gender of the audit committee chair, and number of females on the
committee.”$

Using the above data, we tested the relationship between the amount of audit fees (as
well as non-audit fees) and the impact of regulations on internal control reports proxied
by ICFR 404(b) for accelerated filers.” Auditing Standards require an auditor to increase
the number of substantive tests (of balances and transactions) whenever a company has
ineffective internal controls, which increases audit fees. However, in an integrated audit
of both the financial statements and internal controls (ICFR), the auditor might be able to
reduce testing if the company has adequate internal controls, which would reduce the
amount of fees charged.

To explore the effect of audit fees, we have developed the following testable
hypotheses:

H1 There is no significant relationship between audit fees and the impact of regulations
on a firm’s internal control over financial reporting for accelerated filers, after
controlling for firm-specific and external factors.

H2 There is no significant relationship between non-audit fees and the impact of
regulations on a firm’s internal control over financial reporting for accelerated filers,
after controlling for firm-specific and external factors.

The theoretical justifications for choosing specific internal and external factors tested
under the two hypotheses are displayed in Table Al. Rejection of these hypotheses
implies that there is an association between the dependent variable and the independent
variables. We argue that the tendency to be prudent implies that audit fees are expected to
be ‘net’ positively related to IRICFR. As for non-audit fees, we expect a similar
association justified by the auditor’s dependence on the client for other services.
According to Hogan and Wilkins (2008), audit fees are increased with firm size,
complexity, and leverage, and decreased with liquidity. Our expectations are similar in
that firm leverage is positively related to audit fees, while operations complexity (LIQ) is
expected to be inversely proportional to audit fees. Prior studies, such as the one
conducted by Chung and Monroe (2001), also showed that audit risk judgments and
related fees are impacted by gender. We expect that audit fees be positively related to
gender and governance. We postulate that these fees are affected by the level of internal
controls’ effectiveness proxied by the following blocks of testable variables:

e Risk block: Two proxies for risk are used here. We argue that management internal
control report (MGTRPT) is associated with lower audit fees as earlier findings have
shown (Kinney and Shepardson, 2011; Ge et al., 2017). On the other hand, Hogan
and Wilkins (2008) reported evidence of higher audit fees for both accelerated and
non-accelerated filers [see also Hoitash et al. (2008) for the years 2003—2004, for
accelerated filers only]. Thus, we hereby test MGTRPT (1 for effective controls, 0
for ineffective controls) to verify this association.!? The second proxy is total debt
ratio TDR (= TL / TA). We postulate that risk is an important element in determining
the level of audit fees because of the increasing number of lawsuits against auditors
worldwide. The literature is inconclusive in this regard. Francis and Simon (1987)
found the gearing variable (i.e., leverage) to be insignificant with audit fees.

e Financial strength and financial growth potential block: Five proxies include ROA
(=NI/TA), ROE (= NI/ equity), total assets growth rate TAGTH (percentage
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change in TA), growth in total revenues TRGTH (percentage change in sales) and
the effect of the world financial crisis in 2008 FINCRISIS (1 for the years
2009-2016, 0 for the years 2000-2008). Highly profitable firms, in terms of ROA
and ROE, usually pay more fees (see Goodwin-Stewart and Kent, 2006) since higher
profits may require more rigorous, time consuming and expensive auditing and
testing of the validity to recognise revenue and expenses. Griffin et al. argue the
opposite; necessitating our drive to resolve these conflicting results. We also
introduce other new proxies for financial growth potential variables (i.e., TAGTH,
TRGTH and FINCRISIS).

Operations complexity block: Two proxies include liquidity LIQ (= inventory

+ AR /TA) and INTL, a dummy variable for geographical business scope (1 for
being a multinational co., 0 for operating in US/Canada). We propose that if the
business operations of the client are more complex and having foreign operations,
the audit work is more extensive and expensive (e.g., Hogan and Wilkins, 2008). On
the other hand, liquidity would have a negative impact on audit fees, as argued by
Hogan and Wilkins (2008). Thus, operations complexity can drive fees up or down
depending on what aspect is dominating for complexity.

Gender composition differentials effect block: Two proxies include dummy variables
for audit committee chair gender AUDCHGDR (1 for female chair, 0 for male chair),
and for female dominance in the audit committee membership PERFEM (percentage
of female membership on the committee). The literature remains inconclusive about
whether gender may improve internal controls by contributing to either a negative
relationship between audit fees and both audit committee female chairs and audit
committee gender composition (Ittonen et al., 2013) or a positive relationship as
argued by Hardies et al. (2015) and Chung and Monroe (2001). Hence, there is a
need to resolve this controversy.

Corporate governance mechanism block: Four proxies include a dummy variable for
the introduction of the SOX in 2002 SOX2002 (1 for the years 2003—-2016, and 0 for
the year 2000-2001, and 2002), and three dummy variables for the size of the audit
firm: a dummy variable for the size of audit firm AUDLARGE (1 for Big 4, 0 for
small audit firm), a dummy variable for change in audit firm size AUDCHG (1 for
change in audit firm size, 0 for no change), and a dummy variable for the size of
audit committee membership ACSIZE (1 for committee size >=4, 0 for

<4 committee members).!! Governance risks may require higher fees (Chung and
Wynn, 2014) or lower fees if associated with higher profitability and improved audit
quality (Griffin et al., 2008). Conversely, Goodwin-Stewart and Kent (2006)
contended that firms that adhere to good governance are considered more profitable
and are safer for investors, and hence pay higher fees. Another factor is changing the
auditor, which is found to reduce fees at least in the earlier years (K6hler and
Ratzinger-Sakel, 2012). On the other hand, Krishnan and Zhang (2014) argued that
large auditing firms (e.g., Big 4) charge more fees. Therefore, corporate governance
(SOX, AUDLARGE, AUDCHG, and ACSIZE) were selected as control variables.

Firm size block: 1t has been argued that auditors in large-sized companies must
spend a lot of time and effort in reviewing their clients’ operations, and that size is
important (Collier and Gregory, 1996).While Kanagaretnam et al. (2010) find that



520 S. Elfakhani e al.

small banks paying higher-than-expected auditor fees engage more in earnings
management via loan loss provisions (LLP), whereas large banks show no such
relationship due to stricter regulations. Two proxies employed in this study include
transformed market capitalisation LNMKTCAP and total number of employees
NOEMPL. Like Evans (2010), we use market capitalisation instead of the nonlinear
total assets. This is beneficial because it measures the market worth of the company.
The number of employees is an alternative proxy of firm size tested herewith.

4 Testing results and interpretations

We conducted descriptive statistics for our sample. Audit fees were on average close to
$4.5 million and non-audit fees were around $1.3 million.!? Non-audit observations
constituted 10.91% of our sample (166 firms) implying audit quality was maintained for
these firms. Our sample is dominated by large firms (the average market capitalisation
about $16.5 billion, between $626 billion and a few hundred-thousand dollars). As
expected, the vast majority of ‘required’ ICFR filers [83% as per SOX 404(b)], incurred
incremental audit fees, while the qualified management internal control report firms [97%
as per SOX 404(a)], observed a reduction in audit fees. The sampled companies were
somehow risky (47% mean debt ratio), had strong short-term liquidity (26%), and were
overwhelmingly non-international firms (96%). Our sampled firms were mostly audited
by the Big 4 auditing firms (57%). During our sampling period, most changes from one
auditing to another was from one Big 4 to another Big 4 or from a small auditing firm to
another small one.

Controlling for various econometric problems was necessary to immune our analysis,
so we tested and controlled for various econometric challenges such as multi-collinearity
measured by VIF and Tolerance tests, normality using Kolmogorov-Smirnov F Statistics,
skewness and kurtosis showing their t-test statistics, heteroscedasticity using
Bruesch-Pagan and Koenker chi-square statistics, serial autocorrelation using
Durbin-Watson statistics and the Breusch-Godfrey test, and model specification error
using Ramsey regression equation specification error test F-statistics.!> We ran the
weighted least square (WLS) regression analysis to treat heteroscedasticity.'* WLS can
often maximise the efficiency of coefficient parameter estimation and reduce issues with
autocorrelation.'> Finally, we ran nested block regression analysis to test the collective
significance of the six blocks (i.e., risk, financial strength and growth potential,
operations complexity, corporate governance mechanism, gender composition
differentials and firm size). The nested regression model creates and tests subsets of the
set of individual predictor variables to determine if there is a statistically significant
difference between the full model and the subset of collective variables.

4.1 Results of audit fees regression

Table 1 panel A presents the significance results of our independent variables power in
the full regression model, while panel B presents the overall explanatory power of our six
blocks using the nested block regression analysis. Our explanatory model results were
robust and supported our alternative first hypothesis in that 85.10% of audit fees, and the
impact of regulations on a firm’s internal controls, a requirement under SOX2002-404(b),
had a significant positive reflection on audit fees.
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Our results show that accelerated filers firms (proxied by IFICR) and larger firms
(proxied by LNMKTCAP) pay higher fees than non-accelerated filers firms and smaller
firms. Obviously, there is a difference in charged fees between accelerated and
non-accelerated filer firms. The finding concerning non-accelerated filers is consistent
with Iliev (2010) and Munsif and Singhvi (2014) and supports the findings of Kinney and
Shepardson (2011) and Ge et al. (2017) on smaller firms. In fact, IRICFR and the
constant term, contributed to over 32% of the significance of the model R2.'¢ The 404(b)
rule, requiring attestation to the effectiveness of internal control reports, earns the auditor
higher fees for the additional work. The incremental significance R? of our risk measures
block was 15.9%, the second highest, as shown in panel B of Table 1.

More specifically, there was a negative relationship between management internal
control reports (MGTRPT), a requirement under 404(a), and audit fees. Apparently, an
‘effective’ management internal control reduces company risk and reduces fees
(p <0.05). The total debt ratio (TDR) showed that higher leverage (i.e., higher risk) was
significantly associated with higher audit fees. The five financial control variables (i.e.,
total assets growth — TAGTH, total sales growth — TRGTH, return on assets — ROA,
return on equity — ROE and following the financial crisis — FINCRISIS) were all
negatively associated with audit fees (i.e., lower fees). These results were p < 0.05 for
TAGTH, TRGTH and ROA and p < 0.10 for ROE. Yet, the financial crisis appeared to
offer no significant effect on the magnitude of audit fees. The negative association of
both TAGTH and TRGTH with audit fees could be explained by reduction in business
risk and/or auditors preferential treatment granted to larger clients. Business risk is
incorporated into audit fees either explicitly or implicitly. It involves clients’ risk of
litigation, regulation sanctions and loss of auditors’ reputation due to client association.
These results are consistent with Bell et al. (2001).

The two operational complexity risk variables, the liquidity ratio (LIQ = inventory
+ A / R divided by TA) and whether the company is multinational, were both positively
associated with audit fees (p < 0.05), but this relationship contributed to only 1.4% of the
overall significance of the regression model. Yet, the increase in profitability measures
(i.e., ROA and ROE) improved the auditors’ reflected improved tolerance of audit risk
that eventually led to a reduction in audit fees. However, the block regression analysis in
panel B shows that when all five financial control variables were combined, they did not
contribute much to the significance of the regression model (negligible with only 0.06%
contribution to R?).

With regards to the four corporate governance variables, the introduction of the SOX
in 2002 (SOX2002) and the size of the audit committee (ACSIZE) had a positive
relationship with audit fees (p < 0.05), which is not surprising. The SOX2002 regulation
positive relationship is due to the additional audit effort associated with implementing
augmented requirements. In turn, the client’s management must establish an expanded
and accountable audit committee; the size of which increases audit fees. Being among the
Big 4 (AUDLARGE), however, was found insignificant. It appears that the size or
reputation of the audit firm is less relevant or that large audit firms compete efficiently
with smaller ones.



S. Elfakhani e al.

522

dit fees on US data (full sampling period

1S using au

Multiple regression analys

2000-2016)

Table 1

“[OAS] 20UBILIUSIS [EONISIIE)S 0} JOJOI SYSLIAISY "SI[QBLIEA JO YO0[q PAPPE Yord 10§ . Ul dFurYd pue Y ‘dnjea-d ‘onfea-4

AJowreu ‘uo1ssaISa1 pa)sau oY) 10j SINSAI JO0[q YY) SMOYS g [oue  "(dn[eA-J [ISHY Adsuey] “a°T) JOLd UoNeds§19ads [opow Jo 1s9) pue ‘(sonjea
-d pue § AouIWIS-A0I0S0W[OY] ‘SaN[BA-) JIOY) PUB SISOJNS] PUE SSOUMOYS ') §150) AjIfeuriou ‘(sonjea-d pue J 10juo0y] pue ueded-yosnaig
1) 5183} QdUBDYIUTIS AIO1SEPIs01AY ‘(dn[eA-d pue sonspe)s X Ao1pon-yosnalg pue UOSIEM-UIGIN( 1) 1S9} UONB[OLI0I-0InE

[BLISS 10J $)[NSOI AU} SE [[OM SE * 3 PAISnIpe pue 3 UONBUILLIAIP JO JUSIOLJA0D pue ‘anjea-d ‘sonsnels- Aq pojuasardar soueoyusis [ppour
uoISSaISI A} J0J SINSAI A Puk ‘([ A J0JOB] UOTIB[FUI SOUBLIEA PUE dOULIS[0}) SO1STE)S AJLIBUI[[0O pue ‘anjeA-d ‘sonsije)s-) ‘10110 pIepue)s pue
JUQIOIJ0D ©1Oq S)I S[qRLIBA Yora 10} J10da1 v [oued "(TdINTON soekorduia jo soquinu [e30) pue JvOILIANT uonesiendes joxew jo N'T Aq
parxoid) azis wiyy pue ‘(NHIYHd 9ONIWWOd JIPNe ul dueuiwop diysIoquiour 9[ewa) 10§ d[qeLieA Awwunp pue YAOHDANY 9RO Jipne
Sunreyo drewdy 10y d[qeriea Awnp £q parxoid) 109330 s|enuLIdIp uonisoduwod 10pudd (FZISOV dIysIoquiot 9o)IUIIOD JIPNE JO JZIS OY) 10)
dqeLrea Aurunp pue ‘OHOHANY porad Surjdwes Sunnp wuy jipne Suidueys 10y 9[qerieA Awunp ‘GOYVIANY 9ZIS Wl Jipne oF1e| d|qeLiea
Awrunp ‘z007X0S Suimo[[oJ Ieak ayy 10j ojqerrea Aurunp Aq parxoid) wsiueyodu doueIonos je1odiod ‘(TLNJ 2doos ssoursnq [eoryder3ood
10§ 9[qeLreA Aurunp pue O Aipinbry £q parxoxd) Lirxardwos suonerodo Auedwod (SISTYDNIA SISLID [elourUl o) Juimol[oy 1edk oy pue
‘2007X0S paonponur sem XOS 189K o) ‘HIOWL YIMoIS 9nusAdl [2)0) ‘HLOV.L [ImoId sjosse [210) ‘GO ‘YOI Aq parxoxd) [enuajod yimois
[eroueury pue ySuans [eroueury ‘(Y.L OLEI 1GIP [810) pue ‘L LY LOIN Hodal jonuod [eurdjur juswaSeuewr pagienbun 10y ojqeriea Awwnp £q
parxouid) ysu1 Auedwoos :s001q x1s ojur padnoi3 sajqerrea jonuod juapuadap Jo 1os e Jo aouasaxd ur ‘(Y IDY] paainbar Suiaq s1o[1y pajeId[adde
Sunaodai [eroueuly [onuod Jeuriur Ay Aq parxoid) jonuod [eurdiul uo suonerndal jo joeduwr Ay uo 910z pue 00T Usamiaq porrad Jurjdures

oy 10J FHAIANVN'T S29F 31pne pauIojsuen) SurssorSoy "A[oANddsa ‘[OAI] 9,0] PUB [OAJ] %G ) J& J0URIYTUSIS UONIAII 9JOUSP , PUB ., SOION

eIl ¥Z8°0 0000 *x758'8 ¥50°0 08%°0 or1
0zTI'l 0680 0¥T0 LT T~ 6100 €200~ SISTIDONIA
&l S08°0 0000 #x8L8'6~ 000°0 S00°0— HLOYL
I61°1 0v8°0 100°0 #xCOL'E™ ¥20°0 180°0— HIOVL
909y LITO 980°0 «91L 1~ LOT°0 ¥81°0— 404
44 0TT0 0000 wxL1€°8— S0T0 60L1— vOou
00°C 6610 0000 #x6CL LI LSOO 010’1 ddarL
€€0°1 8960 0000 #x901'8— €500 LTy 0~ LIILON
WLl 895°0 0000 #x0068°S 0€0°0 991°0 AA0dT
0000 #«x9TL T 161°0 £€TT jugsuoy

Al 20UD.3]0 ] anppa-d $O1ISDIS-]
L0.L1D “PIS sua121fJ20) 2]quLIPA PaIsa ]

20up2fiud1s A11vau1ljo)

20updLiud1s JUd121fJ20)

TdWAON LO-H « £#C°S + dVILNNWNT LOS0 + WHAIAD C00°0 + ¥ADHDANY #20°0 + HZISOV 920°0 + DHOANV 9810 — ADAVIANY 61070 + C00CXOS
#06°0+ TLNI 850°0 + OI'T 080 + SISTIONIA £20°0 — HIDYL S00°0 — HIOV.L I80°0 —AOY #81°0 — VO 60L'T —dAL 010'T + LdILOW LTH 0 — YADIIT 9910 + £€T°C = AAAANVNT

poriad Sunduws jnf— japows uoissa.3a.4 2jdyinu 1 jpung




523

iod

ing per

t fees on US data (full sampli

i

“[PA3] OUBDYIUBIS [2O1ISIIE}S 0} IJAI SYSLIAISY "SI[ELIEA JO YO0[q PIPPE Yoea 10} 3 Ul d5ueyo pue Y ‘onjea-d onjea-4

AJoweu ‘UoIssaISar pajsou A 10J S)NSAI JI0[q Y} SMOYS ¢ [oued “(an[ea-J [HSHY Aostwrey “oT) JOIId UONEDF10ads [9pOW JO 159} PUE ‘(Sanjea
-d pue J AouIS-A0I0SOW[OY] ‘SONJEA-) JIY} PUE SISOLIND] PUB SSOUMINS “0°T) S159) Ajrjeuriou ‘(sonfea-d pue J Ioyuooy] pue ueded-yosnaig
1) 5183} QUBDYIUBIS ANONSEPadso1day ‘(anfea-d pue sonsnels X A2Gpon-yosndlg pue uosie-uIgIn “a°) I$3) UOLE[ILI0d-0jne

[BLIOS JOJ SINSAI O} SE [[oM SE ° 3 PAISn(pe pue Y UONEBUILLIAOP JO JUSIOYFO0 pue ‘danfeA-d ‘sonsiels- Aq pajuasardor 9ouedIfIuzIs [opow
UO0ISSaI31 A} 10§ SHNSAI Y puk ‘(] A J0J9B} UONR[JUI OIUBLIEA PUB 9OURID[0}) SONSIIRIS AILIBAUI[[00 pue ‘Onjea-d ‘sonsne)s-) oL pIepue)s pue
JUQIDIJR00 1Oq S)I S[qRLIBA Yo 10} J10da1 V7 [oued "(TJINAON Sedkojdwe Jo 1equunu [e30) pue JvOIIANT uonesieides joxrew jo NI Aq
parxoid) az1s wiy pue ‘(NHIYAd SONIWWOD JIPNe ul 9dueurwop dIysIoquio d[ewdf 10j d[qeLIeA Awunp pue YAOHDANY S9NIWWOd Jipne
Surreyd orewdy 10 d[qerrea Aurunp Aq parxoid) 109J39 s[enuardyp uonisodwos 10puasd (FZISOV dIYsIoquIdW 30)IWUI0D JIPNE JO ZIS Y} 10]
d[qerrea Auunp pue ‘OHHANYV poued Surjduwres Surmp wuy yipne SurSueyos 1oy d[qeriea Awunp ‘GOYVIANY 9ZIS ULl jipne 931e[ 9[qeLieA
Awunp ‘z007XOS Suimo[[oj 1eak ay) 10j 9[qeriea Awwnp £q parxoid) wisiueyosw doueuIonod 9je10diod ‘(T NJ 2dods ssaursnq [eorydei3oad
10§ 9]qerrea Aurunp pue O] A1pmbiy £q parxoid) Ayixajdwos suonerado Auedwod ‘(SISTYDNI SISUO [erdoueulj oY) Suimoq|oj Jeak oy pue
200TXO0S padnponur sem XOS 1edK o) ‘HILOYL [M0IS anudAdl [210) ‘HIOV.L YimoIs sjasse 12101 ‘GOY VO £q perxoid) renusjod yimoid
Jeloueuj pue yIuons [eroueul ‘(YL ONel 199 [e10) pue ‘L SYILOIN Hodal [onuods [eusdur jusweSeuew pagijenbun 1oy o[qerrea Auunp £q
parxouxd) ysu1 Auedwoos :s3001q x1s 0jur padnoid sajqeriea [o1u0d yuapuadap Jo 19s & Jo doudsaid ur ‘(YOI pembar Suraq sIo[1y poresajoode
Sunuodar [eroueury jonuod [eudiur Ay £q parxord) [onuod [euIul UO suone[n3al Jo joedwr oY) uo 917 pue OOOZ UedImieq porrad Surjdwes

oY) 10j FTIANVN'T S99J ypne pauriojsuer) Surssarfoy "A[0A100dsal TOAd] 9,0 PUL [OAJ] 9%,G OY} J& d0ULIITUSIS UONIA[OI 9JOUSP 4 PUE 4, SAJON

d

1S uSing au

86C'1 0LLO 000°0 #xVS8°€ 000°0 LOAEYT'S TdINION
0,69 3400 0000 *x808'9S 6000 L0S0 dVOLINANT
08¢’l STLo 0000 xx0PL'€ 100°0 2000 WALddd
89CT'1 88L°0 S6€°0 0580 8200 ¥20°0 AdHHOANV
005°1 L99°0 100°0 x| VY€ L00°0 9200 dZISOV
€0v'1 €IL°0 0000 wx101°L~ 200 9S1°0— DHOANV
8LT'S €61°0 90 67°0 8¢€0°0 6100 a0dvI1anvy
0801 9260 0000 *#x9C6°01 800 ¥06°0 700TXO0S
8T0'1 €L6°0 0%'0 8¢8°0 S¥0°0 8¢0°0 TLNI
A4 20un.12]0 anppa-d SOUSUDIS-] B

20up2Ifiu31S A31.402U1]]0D) 20UnIYiuS1S U121fJ20) AoLaps So124j200 2B poIsaL

Multiple regression analys
2000-2016) (continued)

TdWAON LO-H « £#T°S + dVOLINNT LOS 0 + WHAIAd 2000 + ITOHOANV #20°0 + HZISOV 920°0 + OHOANY 9§10 — ADIVIANY 610°0 + C00ZXOS
#06°0+ TLNI 8€0°0 + OIT 08#°0 + SISTIONIA £€20°0 — HLDYL $00°0 — HIOVL 1800 — AOY #81°0 — VOH 60L ] —4AL 010°T + LdALOW LTH 0 — YADIAI 9910 + £€T°T = HAAANVYNT

Determinants of audit fees for robust financial report reliabili

poriad Sundwvs jpnf— japowt uo1ssa.L32. ajdiynul [ [pung

Table 1



S. Elfakhani e al.

524

dit fees on US data (full sampling period

1S using au

Multiple regression analys

Table 1

2000-2016) (continued)

“[OA] SOUBOYTUSIS [EONISIE)S 0) JOFATI SYSLIDISY "SA[QRLIBA JO YDO0[q PAPPE YOEd I0F 3 Ul o5Uryd pue 3 ‘onjea-d ‘onfea-J
AJouwreu ‘uoIssaIgal pajsau 9y} 10J SINSAI JI0[q Y} smoys g [dued "(dn[ea-J [ISHY Aoswey] “9°T) J01Id UONBdI0ads [opowt Jo 159) pue ‘(sanjea
-d pue J AOWITUS-A010S0W]0Y] ‘SINRA-) JIAY) PUE SISOUNY] PUE SSAUMINS “9°T) )59) AJIfewou ‘(sonjea-d pue ] 10ud0] pue ueSed-yosnarg
“2'1) $159) QOUROYIUFIS A}101SEPADS0IRY ‘(dnfea-d pue sonsnels X Aohpon-yosnarg pue UOSie-UIqIn( “°T) 1s3) UONE[ILI00-0InE
[BLIOS 10J SI[NSAI oY) SE [[oM SE ° 3 PAISNIPE PUE ¥ UOHBUIILIANOP JO JUSIOGFO00 PUE ‘anfeA-d ‘sonsnels-g £q pojussador 9ouedyIusis [opour
uoISsaI391 A1) 10] SI[NSI Y} puk ‘(A 10J9B] UOHBJUI OUBLIBA PUB JOURID[0]) SO1ISHLIS AJLILAUI[[00 pue ‘anjeA-d ‘Sonsije)s-] ‘10119 pIepue)s pue
JUSIONJO0O B)Aq S)I A[qeLIRA Yord 10§ odar v [oued "(TdINAON s994ojdwo Jo Joquuinu (830} pue JvDLNIANT uonesiended josrew Jo N'T £q
parxoid) azis wiyy pue ‘(NI d SONTWWOD JIpNe Ul oueurwiop dIysIoquiow o[ewd) 10J d[qeLieA Awump pue YAOHDIANVY 9NIWO0d JIphe
Surreyo o[ewdy 10§ d[qerrea Awwnp £q parxoid) 109330 s|enuaIayIp uonisodwod 10pudd (FZISOV dIysioquiow 99110 PN JO JZIS dY) 10J
d[qenrea Awwnp pue ‘OHOANYV pouad Surjdwes Sulmp wuig ypne Suidueyd 10§ djqelieA Awunp ‘GOYVIANY 9ZIS Wiy Ipne a31e] S[qeLieA
Aurunp ‘z00ZXOS Suimo[[oj 1eak a3 10J djqeriea Awwnp Aq parxoid) wsIueyosw 20ueuIdA03 a1e10diod ‘(TLNJ 2doas ssaursnq [esrydeidoad
10§ 9]qerreA Aurwnp pue O Aipinbiy £q parxoid) Lirxedwios suonerodo Aueduwiod (SISTIDONIA SISLD [e1oueUl oY) SUIMO[[0] Jeak o) pue
2007XOS paonponul sem XOS T84 ) ‘HILOWL YIM0I3 anuaAdl 210} ‘HLOV.L YImoId sjasse [e10) ‘GO VO £q parxoid) fenuajod yimoid
[eroueuy pue P3uans [eroueuy ‘(Y.L OUEI 1GIP [810) Pue ‘LIYLON Hodal [onuod [eurdul judwageuew payijenbun 1oy sjqerrea Awwnp Aq
parxoxd) ysur Auedwod :sy00[q x1s ojul padnoi3d sa[qeLreA [onuod juapuadap Jo 198 & Jo aduasald ur ‘(YJDTY] pa4nbar Sulaq Ss19]1) pajeId[adde
Sunuodai [eroueuly [onuod Jeuriul Ay Aq parxoid) jonuod [euroiul uo suonen3ar Jo 1oeduwr Ay uo 9107 pue 00T UdaMmIaq porrad Jurjdures
Ay 10J FHAANVYNT S99 Mpne pauLiojsuel) SulssaI3ay “A[9A10adsal [OAI] %) PUB [9A3] %G Y} 1B SOUBOYIUSIS UON0[01 A)OUIP 4 PUB ., :SIJON

(66'7) 9Y6S6'¥E (1eonLo ) onfea-q 159 10119 uonesly10ads uorenbs uoissaifor Koswey
(000°0) %% 9200 (onjea-d) anjea-J A)1jeuriou Jo J$9) AOUIIWUS-A0I0S0W[O]
(xx90°LEY) 69°6T (anTeA-1) SISOMNY]
GexSS'61T) 90t (an[eA-}) ssoumays
CI26ST'T %%790°96 (engea-d) Nx K3101)SEPIS0IA)AY JO 1S3} JONUSO]
(91-9C°C) #4¥0°LT1 (onfea-d) X A)1onsepaosso1aloy Jo 153} ueSed-yosnaig
(91-9C°7) %% 6°0t¥1 (onjea-d) Nx UONE[ALI00-0INE JO 159) A2POD)-Yosnalg
€85°0 UOIJB[O1I09-0JNE JO 1S} UOSIE A -UIQIN suoneoy1ads [opojA
1580 Ay
168°0 A
(000°0) #x0€€8Y9°T (anjea-d) sonsne)s- 2ouBOGIUSIS [OPOI

TdWAON LO-H « £#C°S + dVOLNNNT LOS 0 + WHANA C00°0 + IADHDANY #20°0 + AZISOV 920°0 + DHOANY 9§10 — ADIVIANY 610°0 + C00ZXOS
$06°0+ TLNI 8€0°0 + OI'T 08#°0 + SISRIDNIA £20°0 — HIOYL S00°0 — HIOVL 180°0 —HOY #81°0 — VO 60L°T — AAL 010°T + LdYLOW LT 0 — YADIAT 9910 + £€7°C = HAAANYNT

poriad Suijdus jnf— japout uoissa.3a. ajdyinu 1 jpung




525

iod

ing per

t fees on US data (full sampli

i

d

“[OAS] 2OUBOYIUTIS [EONISIIE)S 0} JOJOI SYSLIAISY "SA[QRLIEA JO YO0[q PAPPE Yord I0f 3 Ul dFUBYD pue Y ‘onjea-d ‘onfea-

AJowreu ‘uo1ssaISal pa)sau oY) 10J SINSAI JO0[q YY) SMOYS g [oue  "(dn[eA-J [ISHY Adsuey] “9°T) JOLd Uoes10ads [opow Jo 1s9) pue ‘(sonjea
-d pue § AouIWS-A01030W[0Y ‘SIN[BA-] JIOY) PUE SISOLINY] PUB SSOUMS 9°T) §159) AJ[euriou ‘(sanjea-d pue J 1oyud0y pue ueded-yosnaig
1) 5183} QdUBIYIUTIS ANDO1SEPIS01IAY ‘(dn[eA-d pue sonspe)s X Ao1pon-yosnalg pue UOSIEM-UIGIN( 1) 1S9} UONB[OLI0I-0INE

[BLIOS JOJ S}[NSA Y} SE [[9M SE 3 PAIsn[pe pue 3 UOHEUIULINIP JO JUILOYJA0d puk ‘anjea-d ‘sonsnels-4 Aq pajussardor aouedoyIusIs [ppou
UOISSOIS01 ) 10J S}[NSAI AY) PUB ‘(][ A 1098 UONR[JUI SOUBLIEA PUB JOUBID|O}) SONISIIE)S AJLIBAUI[[0O puk ‘OnjeA-d ‘Sonsne)s-) ‘10110 pIepue)s pue
JUSIONJO0D BJAQ ST A[qeLIeA Yoed 10§ 1odar v [oued "(TdINAON s92Kojdws jo oquinu [e10) pue JvDLIANT uonesijendeos josrewr Jo N'T £q
parxoid) azis wy pue ‘(NI d SONTWWOD JIpne Ul dueurwiop dIysIdquiow o[ewd) 10§ dqeLieA Awwnp pue YAOHDIANY ONIUWOd JIphe
Suureyd orewdy 10§ dqerrea Aurunp Aq parxoid) 399339 sjenuaiajyip uonisoduwod 1pudd (FZISOV dIysIoquiat 29110 JIpne JO AZIS 3Y) 10J
dqeurea Awunp pue ‘OHHANY poued Surjdwes Sunnp iy jipne SuiSueyos 10§ o[qerieA Awunp ‘GOYVIANY 9ZIS WLy Jipne o51e[ d[qeLrea
Awiunp ‘z007X0S SuImo[[oJ Ieak ayy 10§ sjqeriea Aurunp Aq parxoid) wsiueyoduw doueuIaAos je10diod ‘(TLNJ 2doos ssauisnq [eorydei3oad
10§ 9[qeLreA Awunp pue QI A1pinbiy £q parxoxd) Lrxajdwos suonerado Auedwod (SISIYDNIL SISLIO [eIoURUY 9y} JUIMO][[0] 183K 3y pue
‘2007X0S paonponur sem XS 1834 o) ‘HILOYL YIMO0I3 dnUdAI [210) ‘HIOV L YImoid s1asse [e10} ‘GO VO Aq parxoid) [enusjod yimoid
[eroueury pue YISuans [eroueul ‘(Y.L ONeI 1qaP [810} Pue ‘L LY LOIA 1odal [onuod [eurejur judswaSeuew payijenbun 10y ojqerrea Awrunp £q
parxouid) ysu Auedwoo :sxy001q x1s 0jur padnoid sajqerrea jonuod juopuadap jo 3os  Jo oouasaid ur ‘(Y JDY] peimbar Surdq sIo[1y pojeId[adde
Sunodar [eroueuly [0NUOJ [BUIAIUI A1) AQ parxoid) [0nu0d [eUINUI UO suone[NIal Jo oeduwl Ay} U0 9] (7 Pue (07 Usamlaq porrad Surjdures

oy 10 IIANVN'T S99J JIpne pauriojsuer) Fuissaigoy ‘A[9A1N0dsal [9Ad] %0 PUB [9A] %G Y} J& 9OUBOYIUTIS UONIA[I JOUIP 4 PUB 4 SAION

1S uSing au

LOT°0 1580 0000 #xL917°098°1 #x0€€'8H9°1 TdNAON ‘dVOLMANT :92Is ULy [
2000 S¥L0 0000 #x8CELT #x696' €76 WNAIIAd “YADHOANYV 1pusH 9
1¥T°0 €VL0 0000 «+€6191T°1 #x709°690°1 HZISOV ‘“DHOANY ‘ADYVIANY ‘TOOTXOS :20oueuidnos sjerodio) ¢
#10°0 80L°0 0000 *#xCLL'TL *%66L1TS TLNI “OIT :Aixopdwos suonerodQ
9000 8810 0000 *+ (8P 11 *+1€6°'L19 SISTIONIA ‘HLOYL ‘HLOVL ‘d0Y ‘VOY :[erueuly ¢
6S1°0 4340 0000 #xSET'86L w0V TI9T AL ‘LIYLOW st T
€2€°0 €2€°0 0000 #x195°6LY°T xx195°6LY°T JUBISUOD YADIII |
anpva-d a3unyd ]
L ut a3uvy) A SOSUDIS-,] yoorg

20und1fiu31s ¥oojg

£¥20]19 LO0T°0 + 942019 200°0 + S 42019 [FT°0 + # 42019 #10°0 + £ 42019 900°0 + 42019 6§1°0 + [ %2019 £7£°0 = HAAANVNT

poriad Suydws jjnf — s1sApup y20]q U01SS2.432.1 PaIsaU g [dUDJ

Determinants of audit fees for robust financial report reliabili

Multiple regression analys

Table 1

2000-2016) (continued)




S. Elfakhani e al.

526

iod

ing per

-audit fees on US data (full sampl

1S using non

Multiple regression analys

2000-2016)

Table 2

“[OA] SOUBOYTUSIS [EONISIEIS 0} JOJOI SYSLIAISY "SO[GRLIEA JO JD0[q POPPE YoLd I0J 3 Ul 95ueyd pue 3 ‘anfea-d ‘onfea-g
A[oweu ‘uoIssaI3al paIsau dy) 10J SINSAI YI0[q Y) SMOYS { [dued “(dn[eA-] [HSHY Aoswey “a°T) J011d UONBOI0ads [9pow JO 159) pue ‘(sanfea
-d pue J AOWIIUS-A0I0SOW]OY ‘SIN[BA-) JI3Y) PUB SISOLINY PUB SSAUMIYS “*3°T) $1531 AJI[eutiou ‘(san[eA-d pue J JOYUS0Y pue ueged-yosnaig
“3°T) 5153} QOUEDYIUSIS AJI0NSEPadsoIaley ‘(anfea-d pue sonsnels X AS[PoD-YosndIg pue U0SIEA\-UIQIN( “'a°T) 159} UONR[LI0d-0INE
[ELIOS 10 S)[NST 3} SE [[oM SE * Y Pajsnipe pue Y UONEUTILINNOP JO JUIIOYJI00 pue “onfe-d ‘sonsiels- Aq pojudsaIdor aduedIuSIs [opour
U01Ss91391 9} 10J SINSAI dY) pue ‘(J[A 10108] UOHR[JUI SOUBLIEA PUB QOUBIS[O}) SONISIIBIS AJLIBOUI[[0D PUE ‘OnjeA-d ‘Sonsne)s-1 ‘1010 pIepue)s pue
JUSIOYJO0D BIq SIT J[QBLIBA [oBd 10 110dal 7 [oued (TJINHON So940[dwa Jo soqunu [e10) pue JVOIMNIANT uonesiendes joseuw Jo NI Aq
parxoid) oz1s wyy pue ‘(NG YT d 99NIWWOod Ipne ut doueurwop diysioquiaw d[ewa) 10§ A[qeLea Awwunp pue YAOHIANY 29NIWWOD JIpne
Suureys orewdy 103 d[qerrea Aununp £q parxoid) 10939 sjenuaalyip uonisodwos 19puasd (FZISOV dIYsIoquIdW 20)1WLIOD JIPNE JO AZIS Y} 10J
d1qenea Awunp pue ‘OHOHANV porrad Surjdwes Sulmp wuy jipne SurSueyd 10j d[qeliea Awwunp ‘GOYVIANY 2ZIS Wiy jpne o51e] d[qeLieA
Awwunp ‘z00zXOS Suimorjoy 1eak oy 10j [qerrea Awrwnp £q parxoid) wsiueyodw 2ouruIdA03 21e10d100 {(TLN] 2d0oos ssauisnq [edrydei3oad
103 91qerrea Aurunp pue O[T A1pmbiy £q parxoid) Ayxajdwoos suorerado Auedwod ‘(SISTIDNIA SISLD [eroueulj oy SUIMO[[0] Jedk Y pue
‘7007XO0S paonponul sem XS 184 3y} ‘HILOYL [M0IS onudAdl (10} ‘HLOV L YimoId siasse [810) ‘GO VO Aq parxoid) enusjod yimoid
[eroueuly pue ySuans [eroueul ‘(Y (LI ONLI 1P [210) PUe ‘[ S IO Hodal [onuod [euiaiul Juswageuew payijenbun 1oy s[qeLrea Awwmp Aq
parxoid) ysur Auedwoo sy90[q XIs ojur padnoid sajqerrea [onuod juapuadop Jo 19s © Jo douasaxd ur ‘(YOI poainbar Suioq s1d[1y pajeIo[adde
Supaodar [eroueuly [01U0d [eUIRIUI AY) AQ parxold) [013U00 [eUISIUT UO suone[nFal jo joedwl oY) Uo 917 PuL OOO7 Ueamlaq porrad Surdures oy
10J FHAANVONNT S99J JIpNe-uou pauLiojsues) urssaigay] "A[oAN0dsal TOAS] %0 PUB [9A] %S dY) J& S0UBDLIUTIS UONII[II AJOUDP 4 PUB 4, (SAJON

ovel 9080 0000 #x086°C 611°0 99°0 or1
il LL8O 0000 = CL19~ v0°0 8YCT 0~ SISTIONIA
LET'T 608°0 0000 #x0L0'8— 100°0 6000~ HIOYL
L8I'T £v8°0 680°0 %6691 950°0 960°0 HLOVL
160y Y S0 L6L0 91T0 CLTO 404
866'¢ 0ST°0 100°0 #x STV €~ ILy'0 19 1= VO
€10'C L6v'0 0000 *x888'8 ero 6911 qdL
Pe0'l L96°0 8L0°0 *SOL 1~ SIT°0 0T 0~ LdAION
€06°1 92s0 0000 wxEVE L~ 890°0 L6Y'0~ REOR I
900°0 wxVSLT ¥0t°0 - jueisuo)

Al 20un.12]0] onppa-d $011S1IDIS- ]
L0.L1D "PIS Sjua11ff20D) 21quLIPA PaIsI ]

20un2Ifiu1s A11402u17]0) 20UDDiuS1S JUI11YJ20)

TdWHON L0-HTIS'S + dVOLINNT LS9 0 + WHAIAd SO-AI6E°S — dADHDANY 0E°0 + AZISOV S10°0 — ODHOANV 0910 — AOAVIANY £S0°0 + C00XOS 1##°0 —
TINI £60°0 — OI'T 299°0 + SISTIDNIA 8420 — HIDYL 6000 — HIOVI 960°0 + HOY TLI0 + VOA [19°] —¥AL 691'T + Ld¥LOW #0Z°0 — ¥ADIII L6%°0 — 11T~ = AAAANVONNT

poriad Suiduws jjnf— japout 101ss2.432.4 d)dynu J jpung




527

“[OAS] GOUBOYTUSIS [EONISIE)S O) IOJAI SYSLIAISY 'SA[QLIEA JO YD0[q PAPPE YOra 10§ 3 Ul o5ueyd pue 3 ‘onjea-d ‘anfea-g
KJowreu ‘uoIssaISal pojsau oY) 10 sJNSAI J00[q Y} SMOYS g [dued “(onfea-J JISTY Aoswrey oT) 10110 UONEOYI0ads [opoul JO 159) pue ‘(sonjea
-d pue § Aowarug-A01030W[OY ‘SON[EA-} JIAY) PUE SISOJNY] PUE SSOUMAS 0°T) $150) Ajijewiou ‘(sonjea-d pue J JOuo03 pue ueded-yosnoig
2°1) 5159} duLDYIUSIS A}101ISEPRS0IRRY “(dnfea-d pue sonsnels X Ao1pon-yosnalg pue uosie M -ulqIng “d°T) s9) UONL[ILI00-0ne
[BLIOS 10J S}[NSA1 AU} SB [[oM SE 3 PAISnIpe pue 3 UOHEUILLINIOP JO JUIIOYJI00 pue ‘Onfea-d ‘sonsners- Aq pajussaidor souedyiusis [opow
UOISSOI501 Y} 0] S}NSOI OY) PUB ‘(A J0}OB] UOLIE[JUI QOUBLIEA PUE dOULID[O0}) SOSIIE)S AJLIBOUI[[00 puk ‘anjea-d ‘sonsnels-} ‘JoLo pIepue)s pue
JUIIOIJ0I BJq S) dqeLIRA YIed 10} }10da1 v [dued "(TJINAON Se2Kojdwa jo 1equunu [810) pue JyDLANT uonesijeides joxiew jo N'T Aq
parxoid) azis wuyy pue ‘(NI I d ONWWOD JIpne Ul doueurwiop dIysIoquiow o[ewd) 10J d[qeLieA Awunp pue YAOHDIANVY WO JIphe
Surireyo ojeway 10§ djqerrea Aurunp £q parxoid) 109JJ0 sjenuaieyip uonisoduwod 1opues (FZISOV dIYsIoquIow 02310 JIPNE JO ZIS oY) I0f
J[qeneA Awwunp pue ‘OHHANY porrad Surjdwes Sulmp wuig ypne Suidueyds 10§ a[qelrea Awunp ‘GOYVIANY 9ZIS Wl jIpne 331e] o[qeLieA
Awwnp ‘z00zXO0S Suimo[[oj Jeak oy 10J djqerrea Auunp Aq parxoid) wsiueyodwr doueuIoAos djerodiods ‘(TINJ 2doas ssaursnq [eorydeiSood
10§ 91qeLrea Awunp pue O Aipinbiy £q parxoad) Arxapdwos suonerodo Auedwos {(SISRYIDNILA SISLID [eroueuly o) Suimoj[oj Jeak oy pue
200TXOS paonponul sem XOS Jeak o) ‘HIOL Yimois anuoadl [e1o) ‘HIOV.L mols sjasse [210) ‘GO VO £q parxoid) fenuajod yimoid
[eoueuly pue ypSuans [eroueul) ‘(YL ONeI 1P [€10) pue ‘L JYIOIN Hodar [onuoo [eusdjur juswoSeuew payjijenbun 10§ 9[qeLiea Aurunp £q
parxouid) ysu Auedwoos syo0[q x1s ojur padnoid sajqerrea jonuod juapuadap Jo 19s & Jo doudsard ur ‘(Y IDY] peiinbal Suraq sI9[Yy pojeIajaode
Sunuodar [eroueury [onuod [euwIuI oY) Aq parxold) jonuod [eurdiul uo suone[nSal Jo joedwr oY) U0 917 pue OOOZ Ueam)aq porrad Surjdues o)
10J FAIANVONNT S99 JIpne-uou pouriojsuer) Surssardoy "A[oA10adsal JoAd] %0 PUB [9A3] %S Y} JB 2UBOYTUSIS UOTI00[0I AJOUIP , PUE 4, :SANON

S8T'1 8LLO ¥20°0 #«x95C'C 0000 LO-HTTS'S TdINHON
9859 [43%0) 0000 817 PE 6100 LS90 dVOLINANT
19¢°1 SeL’o L96°0 w00~ 100°0 SO-d16¢'s— JACERER
8ST'1 S6L°0 0000 #«xEC1'S 090°0 80€°0 AADHOANV
Sov'1 699°0 y1e0 L00' T~ S10°0 S10°0— dZISOV
89¢°1 1EL°0 €00°0 #*x6056'C— ¥50°0 091°0— DHOANV
L06'Y ¥0T°0 £€5°0 ¥29°0 $80°0 £50°0 40dvi1dny
6el’l 8L8°0 €00°0 #x700°€— LY1°0 90— 200TXO0S
€20'1 8L6°0 ILE0 S68°0— 601°0 L60°0— TLNI
Al 20un.12]0] anppa-d $O1SDIS-]

AOLID "PIS Spua11ff20D) 2]qLIDA Pasa ]

20un2IiuS1s A1.4vau1]]0) 20un2IIUS1S 1U2121fJ20)

TdWHON LO-HTIS'S + dVOLINWNT LS9 0 + WHANAd SO-HI6E'S —¥ADHDANY 80E°0 + AZISOV S10°0 — ODHOANV 0910 — HOAVTIANY £50°0 + 00TXOS 1#¥°0 —

Determinants of audit fees for robust financial report reliability

Multiple regression analysis using non-audit fees on US data (full sampling period
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On the other hand, we found that the fourth corporate governance variable, change in
auditing firm (AUDCHG)), is associated with lower audit fees (p < 0.05). After examining
our dataset, we found that most changes in our sample were due to movement from one
Big 4 auditing firm into another one from the same Big 4, implying a voluntary change,
but likely to be adjusted in subsequent years assuming a sustainable relationship with the
client (as in Collier and Gregory, 1996). More importantly, the block regression analysis
for corporate governance revealed a strong contribution to the overall regression R?
(24.1%).

Table 1 shows that having a female chair to the audit committee (AUDCHGDR) had
no significant effect on audit fees; rather it was the strong female presence on the
committee that enhanced audit coverage and accountability, which is expected to increase
the fee premium. The gender block, however, had a positive impact on audit fees
(p < 0.05). This is contrary to Ittonen et al. (2013) findings of a negative link between
gender and audit fees, but they had a limited sampling period (2006-2008) compared to
our comprehensive one (2000-2016).

Finally, firm size represented by transformed market capitalisation (LNMKTCAP)
and number of employees (NOEMPL) each had a significant positive effect on audit fees
(p < 0.05), and an almost 11% incremental R? significance. The larger the firm size, the
larger the number of stakeholders, and consequently the higher the auditor’s risk and
audit fee charges.

4.2 Results of non-audit fees regression

To test the second hypothesis, we regress non-auditing services fees and the same set of
18 explanatory variables. We find that the more effective the client’s IRICFR compliant
internal control is, as reflected in additional audit reports, audit quality, and
independence, the lower the non-audit fees and this relationship is statistically significant.
Concerning block regression analysis shown in Table 2 panel B, the same pattern was
observed for audit fees in Table 1, but with less explanatory power of the impact of
regulations on internal controls denoted by IRICFR (19.30%), followed closely by
corporate governance (19.20%), firm size (11.10%) and risk (10.04%). Overall, the
model explains 63% of non-audit fees variations.

Interestingly, we found that the most significant control variables for non-audit fees
changed signs. It is notable that the ICFR reduced non-audit fees, which may be
explained by the auditor’s dependence on the firm reports. The coefficient of return on
equity (ROE) was now positive but insignificant. International companies (INTL), size of
audit committee membership (ACSIZE) and percentage of audit committee female
membership all changed signs but were statistically insignificant. Total assets growth
(TAGTH) had a positive (p < 0.09) association with non-audit fees, indicating that
business expansion requires additional internal governance and other non-audit services.
The remaining variables’ explanatory power was the same in terms of direction and
significance. The impact of new regulation, namely SOX2002, and later the addition of
Section 404(b), resulted in a financial burden on clients driving down auditors’ fees for
other non-audit services. Indeed, this was evident during the economic crisis in 2008, as
non-audit fees were significantly reduced. The impact of the financial crisis was
significant (p < 0.05). This could possibly be explained by the reduced non-audit fees
component due to tough economic conditions and as a gesture to sustain their audit
relationship.
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Finally, our econometric tests present statistical evidence that the error terms were
positively autocorrelated in all three regressions (supported by the Breusch-Godfrey
results in Table 1). With positive first-order autocorrelation, the OLS parameter estimates
would have been no longer the best linear unbiased estimators leading to incorrect
statistical tests and biased confidence intervals, but they are still unbiased and consistent.
In addition, the standard errors tend to be underestimated. Autocorrelation is, however,
common in time-series analyses.

The Breusch-Pagan and Koenker tests ratified the estimators were not BLUE,
suggesting the presence of heteroscedasticity. Biased standard errors lead to biased
inference, so the results of the hypotheses tests were possibly incorrect. Thus, using a
robust heteroscedasticity-controlled regression model, such as WLS which we did use,
would reduce the effect of both heteroscedasticity and autocorrelation problems.

The Ramsey regression equation specification error test rejection of our assumption
of a correct specification, suggest the omission of one or more variables that may have
association with one or more of the dependent or independent variables. This can weaken
our results. This was not the case, however, for the non-audit fees regression model in
Table 2. Furthermore, our normality tests showed positively skewed data with a
significance level of less than 5%, implying a violation of normality condition. This is
evident from our Kolmogorov, skewness and kurtosis test results. Nevertheless, we
transformed our dependent variables and hence we decided to ignore this assumption.
According to Box (1976), researchers know that straight lines do not exist, and that the
normal and linear assumptions are not true, but we can still generate results that
approximate the real world. Finally, our VIF and tolerance test results showed no
multi-collinearity problem, rendering our results more conclusive.!”

5 Concluding remarks and policy implications

This paper investigated whether the enforcement of the required SOX2002-404(b), a
regulation concerning the effectiveness of the client’s ICFR, impacts audit fees in an
upward manner. The literature argues that by enforcing Section 404(a) alone,
management internal control reports can be cost effective (Kinney and Shepardson, 2011;
Ge et al., 2017), while others observed higher fees associated with non-accelerated filers
(Munsif and Singhvi, 2014); especially for smaller compliant firms (Iliev, 2010). Our
paper differs in setting as it attempts to resolve the controversy regarding the direction of
audit fees and non-audit fees charges using a larger sample size over an extended period
(2000-2016) with a specific focus on ‘accelerated filers’. We gauge the relationship
between the two types of fees and the Impact of Regulations on Internal Audit Control, a
consequence of 404(b), after controlling for the effect of six blocks of explanatory
variables (risk, financial strength and growth potential, operations complexity, potency of
corporate governance measures, audit committee gender composition and firm size) and
five new variables.!8

The most important part of our results is that as the auditor exerts more work, they
charge higher fees when auditing the internal audit report over financial reporting of
‘accelerated filers firms’, especially larger firms, than reported for ‘accelerated filers’
firms. Apparently, IRICFR expands the auditor task to go beyond the impact of
regulations on a firm’s internal controls to cover more substantive tests (R? is 30%). On
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the other hand, our results show that there is a 19% cut in non-audit fees. Not
surprisingly, audit fees increase as the size of the audit committee becomes larger.
Growth in total assets and total revenues were found to reduce audit fees, which could
possibly be explained by the reduction in business risk and/or auditors’ preferential
treatment to larger clients.

Our block regression analysis tests indicate that the enforcement of tighter internal
controls resulted in statistically significant firm risk reduction for both audit and
non-audit fees regressions, and stricter corporate governance measures especially for
large sized firms in the non-audit fees regression (R? is 52%). On the other hand,
operations complexity (i.e., liquidity and being a multinational company) was significant
for only the audit fees regression. Furthermore, there is a negative relationship between
the effectiveness of the management report [required by SOX2002-404(a)] and audit fees,
implying that auditors conduct a lower number of substantive tests, thus reducing audit
fees. On another front, there is evidence of increasing audit fees with increasing leverage
risk [found insignificant by Francis and Simon (1987)] and more liquidity [contrary to
evidence by Hogan and Wilkins (2008)]. The latter finding is not surprising since these
authors showed evidence prior to the introduction of SOX Section 302. Our sample,
however, is more relevant to the period before and after the implementation of section
302. Having female presence in the audit committee relates to more expensive auditing,
opposite to what was found by Ittonen et al. (2013) for the years 2006—2008, but
consistent with Hardies et al. (2015), Knechel et al. (2013a, 2013b) and others. In
addition, increases in profitability measures (i.e., ROA and ROE) improved the auditors’
confidence in clients’ businesses, leading to reduced audit risk and audit fees.

Although this study controls for econometric problems, our regression models
suffered from a misspecification issue, suggesting the omission of one or more variables.
Thus, further studies may consider adding new metrics (such as delayed effect of
financial crises, audit rotation, and legislation changes, among others) to better explain
the relationship between audit fees and ICFR and/or select a longer sampling period than
ours.

Finally, despite the advances made in recent years in the audit market, the disclosure
of opinion and internal control reports and fees remain non-mandatory for companies not
listed, therefore our findings cannot be generalised. Given the importance of audit to
society, it is expected that, in the future, regulated and strategic sectors such as the
electrical, financial, telecommunication, and transport industries will require the
disclosure of fees and internal control reports. This opens a new front of research in the
determinants of audit fees among all companies.
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Notes

1

All PCAOB rules and standards covering auditing companies’ registration, inspection,
standard setting and enforcement must be approved by the US Securities and Exchange
Commission (SEC). Its members are also appointed and overseen by the SEC.

Non-accelerated filers are generally firms with common equity public float of less than $75
million, while accelerated filers are higher than $75 million. More importantly, accelerated
filers firms are subjected to stiffer regulatory requirements. For instance, the SOX of 2002
(SOX) and other rulings by the Securities and Exchange Commission (SEC) have applied
higher standards and expect more extensive reporting from ‘accelerated’ filers compared to
‘non-accelerated’ filers. The SEC revised the definition of non-accelerated filers to expand the
number of firms that could make use of scaled disclosure requirements that exempts them
from certain requirements that apply to accelerated filers (Knight, 2018).

See  https://news.sky.com/story/accounting-scandals-prompt-kpmg-ban-on-non-audit-work-
11547932.

Use of a dummy variable for categorical data is common practice in economics and finance.

We could focus only on the years when ICFR was first launched and do a
difference-in-difference analysis comparing before to after. We opted, however, to capture the
long-term effect of launching ICFR beyond the years 2001, 2002, and 2003. We also think that
by extending the sampling period, we would smooth out other intervening effects.

We used the following filter to clean out outliers from ratios as follows: for ROA, ROE,
revenues growth, assets growth, total debt, and liquidity (Inv + AR / TA) ratios that are
<=0.51 or >1 were dropped.

Audit Analytics database reports whether the ‘final auditor opinion’ agrees with the
‘management report’ that the registrant’s disclosure controls are effective; if yes, then we
assign a value of one for the management report dummy variable; o.w., it is a zero (i.e., not
disclosed or dropped).

The source of audit committee and composition gender is Audit Analytics database. A female
chair/member name was categorised as Mrs. Initially there were six other variables considered
that were later dropped from our regressions either because data was not found or was
clustered with no material variation in the sample. These are:

a the imposition of internal control over the period of remediation (dropped due to
unavailable data)

b the effectiveness of internal control via disclosure of weaknesses (dropped due to
unavailable data)

¢ auditor opinion (it was clarified by Audit Analytics, that they do not have any unclean
audit reports because companies usually correct and resubmit their financials to their
auditor or change the auditor; they rarely accept and declare a non-clean opinion; at some
point we considered substituting auditor opinion by the ‘unqualified or significant going
concern uncertainty’ variable, but again there was only 0.02% variation so we dropped it
t00)

d final auditor opinion agreeing with management report (available for less than 80% of
cases)

e the PCAOB report on the quality of the auditing firm (available only in 10% of cases and
the PCAOB variable was related only to audit companies, not to the audited company
itself)

f the internal control report shows whether or not the auditor or management found the
registrant’s internal controls over financial reporting to be effective (over 20% of the
values were missing and there was a lack of variation within the remaining sample with
only 105 observations showing ineffectiveness).
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To our knowledge, only few papers examined the impact of Section 404(b) but for specific
cases. Munsif and Singhvi (2014) inspected non-accelerated filers under 404(b), and only for a
limited period.

The majority of audit committees (93.36% of our sample) have five members or less. About
two third (67.05%) have two or three members. So we opted to use the median 4 (or higher) as
our cut-off for considering the committee size large. Our goal was to find if large size of audit
committee matters. With such a highly clustered sample, using continuous data may have little
value to serve our testing objective.

Our sample includes firms that belong to 218 sectors and 329 sub-industry category as coded
by ‘Audit Analytics Database’. Obviously, it would be meaningless to test by sector or
industry.

Descriptive results are available upon request.
We also used HUBER regression on SPSS and the results were very similar to WLS on SPSS.

The same can be said about the number of employees in our sample with a mean of almost
33,000 employees, as high as over 2.2 million and as low as 5.

We use R software to generate Breusch-Godfrey test of auto-correlation, Bruesch-Pagan and
Koenker F Statistics of heteroscedasticity. Skewness and Kurtosis statistics were calculated
manually. The remaining econometric tests results (i.e., tolerance, VIF, DW, and
Kolmogorov-Smirnov statistics) are generated from WLS regression using SPSS. RAMSEY
tests were calculated.

The intercept is statistically significant, which is almost always the case in any regression
analysis. Yet, we consider this generally not a problem.

The rule of thumb is that if VIF is greater than 10 then multicollinearity is high. Tolerance,
which is just the reciprocal of the VIF, so if tolerance is higher than 0.1, then multicollinearity
is high.

We also test total audit fees on the same tested explanatory variables using the total audit fees
(i.e., audit fees + non-audit fees) as our dependent variable. Results are available upon request.
We found that all control variables had the same impact on total audit fees as they did on audit
fees except for INTL, which was non-significant but interestingly changed signs between
auditing and total audit fees.
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Appendix

Table A1  List of variables with their expected sign of the relationship with audit fees

Block Variable Sign of the relationship with audit fees
IRICFR  Positive: for compliant firms (Iliev, 2010), accelerated or
non-accelerated filers under Section 404(b) [e.g., Munsif and
Singhvi (2014) for the years 2008—-2009].
No increase in audit fees related to ICFR audit reports (e.g.,
Defond and Lennox, 2017).
We argue that the tendency to be prudent implies that audit fees are
expected to be ‘net’ positively related to IRICFR.
Risk MGTRPT  Positive for both accelerated and non-accelerated filers (e.g.,
Hogan and Wilkins, 2008), for accelerated filers [Hoitash et al.
(2008) for the years 2003-2004].
Negative: effective management report reduces audit fees [Ge et al.
(2017) and Kinney and Shepardson (2011) for exempted firms].
TDR Positive (e.g., Hogan and Wilkins, 2008); insignificant (e.g.,
Francis and Simon, 1987).
Financial ROA Positive: profitable firms can afford higher fees but is safe (e.g.,
performance Goodwin-Stewart and Kent, 2006) vs. negative (e.g., Griffin et al.,
and growth 2008).
ROE Positive: profitable firms can afford higher fees but is safe (e.g.,
Goodwin-Stewart and Kent, 2006) vs. negative (e.g., Griffin et al.,
2008).
TAGTH  NEW: positive — larger total assets growth is associated with higher
fees (e.g., Hogan and Wilkins, 2008).
TRGTH  NEW: positive — larger total revenues growth is associated with
larger TA and hence higher fees (e.g., Chan et al., 1993).
FINCRISIS NEW: negative — cannot afford high fees.
Operations LIQ Negative (e.g., Hogan and Wilkins, 2008).
complexity INTL Positive [e.g., complexity increase fees as per Hogan and Wilkins
(2008) and Sandra and Patrick (1996)].
Corporate S0OX2002  Positive: imposing more audit work (e.g., Chung and Wynn, 2014).
governance Negative: good governance can lower audit fees (Krishnan and
Zhang, 2014).
AUDLARGE Positive (e.g., Krishnan and Zhang, 2014).
AUDCHG  Negative (e.g., Kohler and Ratzinger-Sakel, 2012),
ACSIZE  NEW: positive (as larger committee expect higher fees).
Gender AUDCHGDR Positive (e.g., Hardies et al., 2015; Chung and Monroe, 2001) vs.
negative (e.g., Ittonen et al., 2013).
PERFEM  Positive (e.g., Hardies et al., 2015; Chung and Monroe, 2001) vs.
negative (e.g., Ittonen et al., 2013).
Firm size LNMKTCAP Positive: larger size is positively associated with higher fees (e.g.,
Hogan and Wilkins, 2008).
NOEMPL  Positive: larger size is positively associated with higher fees (e.g.,

Hogan and Wilkins, 2008).




