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A Study on the Determinants of Audit Fee
Disclosure and Quality of Disclosure: Evidence
from Chinese Listed Companies

Hsiao-Lun Lin~ Chia-Jung Ho™

Abstract: The audit fee is an important factor that affects audit quality. The China
Securities Regulatory Commission required all listed companies to disclose their audit fee
information from 2001. However, companies rarely comply with the entire disclosure
requirement and disclose all fee-related information. The purpose of this study is to
establish the determinants of audit-fee disclosure and the quality of disclosure. Based on
5,668 observations from the Shanghai and Shenzhen stock exchanges from 2007 to 2010,
we find that the rates of tradable shares of a company have a positive effect on the
disclosure of audit fees. We also learned that companies audited by the Big 4 auditing
firm have greater levels of disclosure than other companies and a negative relationship
between CEO/chairman duality and audit fee disclosures. In addition, board ownership
decreases are associated with a lower possibility of fee disclosure. The results of this
study show that corporate attributes affect company audit-fee disclosure policies. Future

audit fee-related studies should consider the effects of sample selection bias.
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%2 HhRA &t (N=5,668)

T L Bl E e S BB

DIS 0.847 0.360 0 1 1
DISINDEX 1.107 0.731 0 1 6
DUAL 0.164 0.370 0 0 1
INDB 0.362 0.051 0.125 0.333 0.800
CURST 0.607 0.240 0 0.589 1
BOARDS 0.043 0.128 0 0 0.748
SOE 0.583 0.493 0 1 1
BIG4 0.065 0.246 0 0 1
SWITCH 0.058 0.234 0 0 1
TENRUE 6.363 4.267 0 5 19
LNTA 14.799 1.220 12.238 14.635 19.160
LEV 0.489 0.194 0.047 0.498 0.928
ROA 0.036 0.060 -0.288 0.034 0.248
LOSS 0.087 0.282 0 0 1
BSIZE 9.232 1.875 3 9 15
AGE 9.644 4.896 1 10 21
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43 Pearsonip b fadkc2

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
1.DIS 1
2.DISINDEX 0.624 1
(0.001)
3. DUAL 0.061 -0.086 1
(0.001) (0.001)
4. INDB 0.007  0.009 0.063 1
(0.499) (0.513) (0.001)
5.CURST  0.110 0.101 -0.075 0.015 1
(0.001) (0.001) (0.001) (0.257)
6.BOARDS -0.103 -0.153  0.193  0.042 -0.293 1
(0.001) (0.001) (0.001) (0.002) (0.001)
7. SOE 0051 0127 -0209 -0.062 0.103 -0370 1
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
8. BIG4 0027 0131 -0.039 0.036 -0.031 -0.065 0.146 1
(0.036) (0.001) (0.004) (0.006) (0.019) (0.001) (0.001)
9.SWITCH -0.023  0.058 -0.022 -0.008 -0.010 -0.037 0.044 0042 1
(0.087) (0.001) (0.100) (0.545) (0.458) (0.005) (0.001) (0.001)
10. TENRUE  0.082  0.099 -0.079 0.015 0337 -0280 0.146 -0.016 -0285 1
(0.001) (0.001) (0.001) (0.259) (0.001) (0.001) (0.001) (0.241) (0.001)



11. LNTA

12. LEV

13. ROA

14. LOSS

15. AGE

16. BSIZE

0.046
(0.001)
0.018
(0.165)
0.050
(0.001)
-0.019
(0.159)
0.126
(0.001)
-0.015
(0.253)

0.157
(0.001)
0.032
(0.017)
0.019
(0.152)
-0.003
(0.825)
0.199
(0.001)
0.016
(0.237)

-0.145
(0.001)
-0.134
(0.001)
0.050
(0.002)
-0.013
(0.336)
-0.145
(0.001)
-0.129
(0.001)

0.047
(0.001)
-0.011
(0.406)
-0.009
(0.480)
-0.020
(0.134)
-0.017
(0.206)
-0.269
(0.001)

0.045
(0.001)
0.175
(0.001)
-0.120
(0.001)
0.055
(0.001)
0.456
(0.001)
0.001
(0.936)

-0.206
(0.001)
-0.245
(0.001)
0.153
(0.001)
-0.072
(0.001)
-0.457
(0.001)
-0.115
(0.001)

0.324
(0.001)
0.169
(0.001)
-0.089
(0.001)
0.009
(0.507)
0.242
(0.001)
0.237
(0.001)

0.420
(0.001)
0.053
(0.001)
0.057
(0.001)
-0.035
(0.008)
0.002
(0.858)
0.138
(0.001)

0.006
(0.613)
0.051
(0.001)
0.051
(0.001)
0.034
(0.011)
0.022
(0.102)
0.037
(0.005)

0.123
(0.001)
0.129
(0.001)
-0.060
(0.001)
-0.004
(0.759)
0.557
(0.001)
-0.009
(0.495)

1

0.342
(0.001)
0.084
(0.001)
-0.128
(0.001)
0.144
(0.001)
0.281
(0.001)

1

-0.362
(0.001)
0.161
(0.001)
0.289
(0.001)
0.116
(0.001)

1

0638 1
(0.001)

20.185  0.095 1
(0.001) (0.001)

0017 -0.022 -0.019
(0.197) (0.102) (0.149)
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#d (#0571 0 p<0.01)° (CURST) HEZF#HBF 20 3 lfEl %
(p<0.01)> R AJRE W FRF PP > EIAZI|F A FehR4 > TahGR
SEP - FE g3t F (BOARDS) BB hg £ 323 A Hv o hax i
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Fal%? > FAREPSF (ROA) #2323 B i PR G A FL A M
(p<0.01)» * & Eflic 4 e ¥ F3F 27 HBOT LR L 20 %3
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(p<0.01)e =@ b7 s & (AGE) 7 2R Hhg 2 v it HFr e BE
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BEORLID 20 F PP mBET TS
fmBETL AR A

14 BERF2LBBELTR

R LA gl & % #ic 5 DISPF J&s 5 # 5 DISINDEX ¥
o T dic p-value s - 3 p-value
INTERCEPT ? 1.098 0.131
INTERCEPT1 -0.320 0.525
INTERCEPT2 -3.679 0.0017"
INTERCEPT3 -5.662 0.0017"
INTERCEPT4 -6.869 0.001°"
INTERCEPT5 -8.224 0.001°"
INTERCEPT6 -9.675 0.001°"
DAUL - -0.303 0.002"" -0.264 0.001"
INDB + 0.328 0.687 -0.132 0.817
CURST + 0.914 0.001"" 0.458 0.002™"
BDSHARE - -1.068 0.001°" -0.853 0.001°"
SOE - 0.085 0.361 0.121 0.067"
BIG4 - 0.388 0.044™ 0.667 0.001°"
SWITCH - -0.285 0.085" 0.543 0.003™
TENRUE + -0.002 0.852 -0.004 0.589
LNTA + -0.031 0.482 0.148 0.0017"
LEV + 0.002 0.992 -0.548 0.002""
ROA - 5.843 0.001°" 2.164 0.001°"
LOSS - 0.372 0.046" 0.182 0.157
AGE + 0.039 0.001™" 0.067 0.001™
BSIZE +/- -0.040 0.074" -0.062 0.0017"
YEARO8 ? 0.541 0.001"" 0.116 0.155
YEAR09 ? 1.059 0.001°" 0.286 0.001°"
YEAR10 ? 0.599 0.001°" -0.072 0.392
IND CONTROL ? Included Included
Chi-Square 303.43(0.001) 516.35(0.001)
N 5,668 5,668
L5 w2 10% ~ 5%27 1% 5 B % K o

2. BB EEFLA2

FIATEEFP AR BRE TR A - HEABEL R BB ST
%)% > Mordered-logiti-A] » {72 FFE 5 BT g £ £ {2 5® (DAUL) ¢
FPOFBMBSTHLEF L 2B F (p<0.01)- £F 4% 5 (BOARD) # 3
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