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The Determinants of Audit Fees for Taiwanese
Listed Firms

Conrad C. Chang”~ Mei-Chuan Tsao
Abstract

Since the previous research on audit fees for Taiwanese listed firms
was based on the survey data, these research findings were limited in that
the accuracy of the survey data on audit fees was in doubt. In order for
the investors to evaluate the auditor independence in case of the auditor’s
providing non-audit service, the Securities and Futures Exchange
Commission (SFEC) requires that Taiwanese public companies have to
disclose information on audit fees and non-audit fees if certain criteria are
met, starting from the annual report of the year 2002. As more accurate
data on audit fees are available, the study intends to empirically examine
the determinants of audit fees for Taiwanese listed firms.

This study hypothesizes that transaction complexity, litigation risk,
and agency cost are major determinants of audit fees. This study also
uses non-audit fees as a control variable. The research results of this
study support these hypotheses. However, the association between audit
fees and non-audit fees is insignificant.

Key words: audit fee, non-audit fee, transaction complexity, litigation risk,
agency cost

“ Professor, National Taipei University
Doctoral Candidate, National Taipei University
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% 2 4k E (N=71)

MR B B BB T g Y
AUDIT FEE (+ =) 450 27,111 2,975 3,387.19
ASSETS (+ =) 895,218 | 297,332,646 | 21,096,780 | 45,688,970
INVREC 0.0138 0.7877 0.2778 0.1953
FORSEC 0 2 0.25 0.47
ROE -1.7643 0.4709 -0.0230 0.3899
LOSS 0 1 0.39 0.49
OPINION 0 1 0.0704 0.26
DB 0.147 0.9702 0.4948 0.1954
BIG5 0 1 0.86 0.35
NONAUDIT FEE (+ =) 551 12,918 2,142 2,368

AUDIT FEE : %3+ 2%‘3.&3,%;?

ASSETS : %7 AP~ p Atk

INVREC : % b 2 b fctE 32 b4 F A

FORSEC : 2 74 774 *h % fic (& 5 i +,;F~g§

ROE : f# & p & » ?,%’ z;ufiv;%; EDL L

LOSS : 4pthdic (1: 2P AERS L ERFEEJIZ [ 435 0)

OPINION : #F]ﬁ;—-%&(l CPAERAL EREIBE IR LG lﬁ'—?.&.i"“ s 4% 0)
B:iffithFTAz L-L$

BIGS : 4 % #ic (1 S

NONAUDIT FEE : X

Y P D
ES F 0 245 0)
EFT R R

237 A L REL Tl il A3V g g
%‘j.&iﬁ#ﬁ,fz_a AR ) :Eig,:, BEDARM > Bl g e
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LNAUDIT LNTA INVREC FORSEC ROE LOSS  OPINION DB BIG5 NONLN AUDIT
LNAUDIT 1
LNTA 0.526** 1
INVREC -0.226 -0.277* 1
FORSEC 0.507** 0.399** -0.066 1
ROE -0.055 -0.120 0.141 0.225 1
LOSS -0.043 0.108 -0.160 -0.130 -0.561** 1
OPINION -0.001 -0.088 -0.140 -0.150 0.048 0.228 1
DB -0.021 0.271* -0.069 -0.100 -0.632** = 0.505** 0.105 1
BIG5 0.182 0.148 -0.024 0.220 0.053 -0.253* -0.205 -0.181 1
NONLN AUDIT 0.208 0.474** -0.211 0.151 -0.460** 0.252 -0.004 0.463** 0.240 1

LNAUDIT : 3.2 % B~ f 2R 4§t

INVREC : % § & fis e i5 4 (b 3,75 A0t

ROE : £ ¥ /5 » L& F REGEILAREE

OPINION : #x % #c (1: 2P 22 R A3 2R LHFFLD
AEFLLY HeZ0)

BIGS : p 1% (1: 1 ~ Fa497g3+ > 2435 0)

LNTA : i F A5 f %8
FORSEC: 2 @3 (7/4 i (¢ 2/ P 532RFEZ B EH T F)
LOSS dpifdic(l: 2P A2 R I ERFHFETL L F H&50)
DB : M} T A %

NONLNAUDIT : 2533+ 2 % Boj 2tk

*% 7 iE 010 BEF K > %4 7 iE 0.05 B K > 4 7 iE 0.01 B FRE o
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Independent variable | 3 #F 7 %% | Coefficient | t-statistic p-value VIF

Intercept 5.051 4.733 0.000 *** 0.000
LNTA + 0.227 3.573 0.000 *** 1.685
INVREC + 0.824 1.795 0.040 ** 1.368
FORSEC + 0.501 3.107 0.002 *** 1.434
ROE . -0.484 -1.868 0.034 ** 2.504
LOSS % 0.285 1.265 0.212 2.393
OPINION + 0.222 0.756 0.227 1.293
DB = -1.005 -1.824 0.038 ** 2.518
BIG5 + -0.207 -0.797 0.429 1.232
NONLNAUDIT ? -0.0813 -0.646 0.522 1.935
FiE Al (als=xd

Adjusted R? 40.1%
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INVREC : i f & JpfetE 20 b S F A v &
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ROE: #Z4Ff S » & 2 R EJIILLEE

LOSS : #athlc (1: 2P he L 2 RFHEEZ 44 245 0)
OPINION : #7tf-%#c (1: 2@ AER X ERCIIFGFALZFETLILE 232 0)
DB: & f fibF A2 F

BIGS : #p1h%dic (1: 1 ~ Far97g3+ > 2435 0)

NONLNAUDIT : 2533+ 2 % B 2tk
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Independent variable | 77 #F ¥ 5 | Coefficient | t-statistic p-value VIF
Intercept 5.317 4.725 0.000 *** 0.000
LNTA + 0.216 3.320 0.001 *** 1.761
INVREC + 0.806 1.744 0.044 ** 1.371
FORSEC + 0.522 3.178 0.002 *** 1.473
ROE — -0.473 1.818 0.038 ** 2.510
LOSS ? 0.223 0.929 0.358 2.692
OPINION + 0.175 0.578 0.283 1.350
DB — -0.971 -1.748 0.044 ** 2.533
BIG5 + -0.183 -0.698 0.489 1.249
NONLNAUDIT X -0.106 -0.815 0.420 2.059
MODOPINION + 0.141 0.778 0.221 1.783
FiE 4.471%**

Adjusted R? 39.6%
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Independent variable | 7 #F 7 5. | Coefficient | t-statistic p-value VIF
Intercept 4,914 4,434 0.000 *** 0.000
LNTA + 0.227 3.555 0.000 *** 1.685
INVREC + 0.861 1.742 0.045 ** 1.565
FORSEC + 0.469 2.734 0.005 *** 1.603
ROE — -0.444 -1.648 0.053 * 2.677
LOSS ? 0.313 1.243 0.221 2.958
OPINION + 0.224 0.742 0.231 1.353
DB - -0.921 -1.700 0.048 ** 2.404
NONLNAUDIT 4 -0.08967 -0.682 0.499 1.450
BIG3 + -0.068 -0.403 0.689 2.089
Fie 4.841**

Adjusted R? 39.5%
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Independent variable | ¥¢ #F % 5L | Coefficient | t-statistic p-value VIF
Intercept 4.881 4.440 0.000 *** 0.000
LNTA + 0.239 0.066 0.000 *** 1.800
INVREC + 0.755 1.600 0.059 * 1.428
FORSEC + 0.508 3.125 0.001 *** 1.439
ROE — -0.517 -1.954 0.029 ** 2.583
LOSS ? 0.257 1.119 0.269 2.465
OPINION + 0.228 0.772 0.222 1.294
DB - -0.886 -1.528 0.067 * 2.751
BIG5 + -0.197 -0.755 0.227 1.236
NONLNAUDIT 7 -0.083 -0.655 0.516 1.936
SUB o -0.013 -0.711 0.2405 1.627
F iz 4.451%**

Adjusted R 39.4%

LNAUDIT : s = 5 B~p 2R 48

LNTA : {5 AP~ p R ¥t

INVREC : 7 f &2 e fetBAn ib 3 3° 200 5

FORSEC : 2> P4 f7ia *hiE ¥ =c e (& /4t 5@ @2 B EHLTF)
ROE : #F RS » & 5 s EFIPL LIRS

LOSS : dpthsdic (11 2P A2 R &2 ERFEEIZ L4 H450)
OPINION : 47 % (1 2P hER AL ERRFFFALZRTALE - HR50)
DB: 3 f f R F A2 F

BIGS : dpthsdic (1: 7 ~E 7%z 245 0)

NONLNAUDIT : 2533+ 2 % Bop # ik

SUB : 4 2 @ jdic
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Independent variable | g #7 #+ %L | Coefficient | t-statistic p-value VIF
Intercept 5.168 4731 0.000 *** 0.000
LNTA + 0.212 3.098 0.001 *** 1.932
INVREC + 0.820 1.795 0.042 ** 1.368
FORSEC + 0.524 3.141 0.002 *** 1514
ROE — -0.438 -1.615 0.057 * 2.712
LOSS ? 0.267 1.166 0.250 2.435
OPINION + 0.212 0.716 0.239 1.297
DB = -0.974 -1.747 0.044 ** 2.540
BIG5 + -0.228 -0.866 0.391 1.255
NONLNAUDIT 7 -0.057 -0.425 0.673 2.136
PREDICT + -0.065 -0.604 0.549 1.449
FiE 4.423***

Adjusted R? 39.2%
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