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ABSTRACT

This study examines the effect of regulatory chawmgeaudit quality in the French context. The hteire shows that audit
fees represent one of the factors which influenmtajuality by representing public data elementsclv can influence the
earnings management. The objective of this reselieshin the study of the effect of regulationsameing audits on the

number of audit fees as an element which explaimsndependence of the auditor.

A list of hypothesis related to the approached fwots is proposed followed by an overview of théemiht
theoretical propositions which are in place. Fronsample of French companies in the SBF 250 ovepén®d 2002-
2011, the results show that the analysis of therdd@hants of audit fees which is directly relatedtie acceptance of the
auditor to carry out their duties, our results shtiat the audit fees are determined by the orgditnal factor of the

company, financial health, and existence of Bigitaud
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INTRODUCTION

Regulators were worried by the influence of auggds on the independence of the controllers of tueunts. The
emergence of new regulations affirmed that auditoust be independent. The latter find that the arhofithe audit fees

constitutes for them the first data element onatidited company. This is the same as for the invest

The auditor can have access to financial informmatind company accountants according to his statdgice
during the development of his evaluation of intérm@ntrol and the total performance of the firm.isThmplies that the
expenses of the auditor’s inspection increase thighefforts carried out in order to decrease ausktby formulating an

unqualified audit estimate on financial statemevtifch contain inaccuracies and important anomalies.

The audit expenses are dissociated into two typéses. First, are the real audit fees which refthe level of the
effort carried out by the legal controller as wadl the risks and the complexity of the audited o8dcare the abnormal
audit fees. The unexpected expenses which candagive or positive. These qualify the relationshgiween the auditor
and the audited.

All the previous research shows that customers apply pressure on the auditors. This may lead to

enormous operation changes for the auditors duhrgexecution of their missions. For this purpdbe, number of
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2 Soltani Lynda

audit fees are decreased so that auditors musteedaork hours affecting the capacity to detectdhemalies and
frauds of the company’s financial statements. Oa other hand, other researchers have found that qudlity
depends on the means and necessary tools at thefithe control stage and that their absencesfatifie amount of

the audit fees.

The statutory audit of the accounts exists with #iia of meeting the needs of the users of the &isn
information and the accountant. This has the ingmtrtesponsibility of creating confidence betwelea auditor and the
various recipients of the company. As part of thecetion of his function, the auditor has the ritghbbserve expenses of
inspection according to the size and complexitthefaudited, and the risk related to the compargrdier to maintain the

confidence of the users of the information.
The principal objective of this research is to defthe determinants which influence the amounhefaudit fees.

Choi and Al (2008) carried out research on audisfepecifically evaluating the role of the legdés relating to
their determination. They made the point that tils& factors specific to each country also influermeslit costs. Their

conclusions found a positive effect on the assmeidietween audit fees and the level of indepenglefthe auditor.

In addition, studies carried out on a sample of Acam companies (Dopuch and al. 2003) in orderest the
impact of new regulations on the publication ofiateks have as an objective, the presentationfofmination for different
recipients of the company. Particularly, good decisnaking investors find that the publication afdé fees does not

reflect the real independence of the auditor.

Although the role of regulations in guaranteeindpedter quality of financial information has recaiveome
attention in the literature (for example, Cohenisknamoorthy, and Wright, 2004), its impact on ¢bsts of audit fees in
various countries have not been explored. The atigul which is generally intended for the discleswf good

information can provide details on the methodsafrtable evaluation.

Moreover, they also define the responsibility oflidors to ensure a better quality of communicatéddrimation.
Thus, the development of regulations is likely t@iege the information environment Furthermore; abgervance can
involve penalties for the auditors. Bushman andrBéki (2006) support that strict regulations ofues provide strong
incentives for auditors taking the right directi@ecause nonconformity of regulations can subjaditars to sanctions, it

can involve a higher risk of control (for exampBnshen and Parchomovsky, 2006; Mahoney, 1995).

The development of regulations for the protectibmeestors has a significant impact on audit feiese auditors

present an effort of additional checking to redineerisk of an audit.

Some studies which provide evidence of audit fewkrat the audits themselves influencing indepecelémclude Higgs
and Skantz, 2006; Krishnan et al., 2005; and Fsaaeil that, 2006.

Economic theory suggests that incentives for thditaxs compromising their independence depend @n th
importance of the customer and not on the ratiexpenses. (DeAngelo, 1981;Ashbaugh et al., 20031@land Kallapur,
2003). Public attention nevertheless focused onatie ofexpenses rather than that of oversighsicauthe perception of

the independence of the inspectors.

In the same direction Aloke Ghosh, Sanjay Kallaurd Doocheol Moon (2009), examined the relatignshi

between audit expenses and not that of percepiitiretindependence of the auditars
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Audit fees in and against part of the efforts @atrout by the auditor indicate the risks relatethtocompany. For
the factor of the publication of the expenses epattion shows the risk related to the businesiseofuditor by observing
the behavior of the legal controllers. Their cdnition to the companies ensures better decisianh® global level of

financial information and company accountants.

More precisely, the presence of high audit feesotaate the comprehension of the elevated leviileogffort of the

work of the audit, but it can also lead to a pelioepf the dependence of the auditor by contrdyuto the audited one.

Cleave S. Lennox (1999) expects that “the disclsdiinformation of the fees of audit could be usednnounce

greater independence and a better quality of audit”

All the more, the publication of audit fees evohmsconstituting an essential component of theciaiibn of the
quality of the financial information and will besabject of interest in a turbulent environment elotarized by complexity

and a series of crises and financial scandals.

This subject will be very important within the maoguntries following new regulations as a resulthgf Enron
scandal. These regulations aim to improving thelityuaf financial information and accounting. It Wreinforce the

quality of any type of control inside and outside tompany, particularly the improvement of thelityiaf the audit.

Specialized literature breaks up the real expen$aaspection into two components, namely the espsnof normal

inspection and the unexpected component calledrataidees of inspection.

Since Simunic (1980), the literature of the expenskinspection generally puts forth the hypothdbet the
expenses of checking are a positive function acdehactors specific to the customer. These incthdesize, complexity,

and specific risk of the customer.

Jong-Hag Choi, Jeong-Good Kim, and Yoonseok Zafd@pthink that the association between abnormdit au
fees and audit quality is negative when the abnbaxpenses of inspection are positive (i.e. whenrtal expenses of
inspection are higher than the expenses of norsgleiction). This is because excessive inspectipereses can create
incentives for auditors to agree to customer presshus eroding audit quality. However, these argtthave found that
the association between paid fees to auditors amlit guality (fresh association and quality) is mportant when
abnormal audit expenses are close to zero or megafionsequently, auditors have few incentives dmpgromise

inspection quality in this case.

Most former studies on the association of audis feed audit quality turned their attention to tfilect of the

service and not auditor independence.

However, overly high inspection expenses can imiteethe decisions of the auditors' certificatesréduer, even
if auditors are not authorized to provide certagénvices other than the audit to the same custoaergquired by the
Sarbanes-Oxley law of 2002, audit quality can $i#l decreased by excessive inspection expensesevdowneither

regulators nor academics have given sufficienhttia to the effect of excessive audit expenseauatit quality.

Former research has provided contradictory datdnerffect of audit fees on audit quality. For epdamFrankel
et al. (2002) reported that the management of eligerary results is negatively associated withitafiegs. This suggests
that auditors are less likely to give an estimdtdinancial information skewed by customers wiigjthexpenses than by

customers with moderate expenses.
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4 Soltani Lynda

Ashbaugh and al. (2003) has advanced an assoclaigreen measurements of audit expenses and thsamt
management of result by taking those measuremsnasstarting point Jong-Hag Choi, Jeong-Good Kina, #oonseok
Zang (2010) found that it is necessary to presssb@ation of the expenses and quality by usingde wresentation of

given audit fees and other expenses of metric cghgckamely, the abnormal audit fees instead dfaedit fees.

The results of the work of these authors reved tia association between the indicator of auddliguand
abnormal audit fees is negligible. These resukscaherent with the conclusions of former studiésctv use a similar
method (for example, Ashbaugh et al. 2003; Chunkailapur 2003; Reynolds and al. 2004).

The literature admits that a company can improseegtimate by paying more audit fees to its audikdthout
changing its auditor. The investigation of Chen, &nd Wu (2005) on companies which received qealifopinion

between 2000 and 2002, notes that a high abnowndl fee is associated with an improvement of thditar's estimate.

In continuation, Therefore, their results indicatdicates that the auditor independence of therist can be

negatively affected negatively by the economic imize provided by its customers.

Extending their sample to include all the comparniesthe Chinese stock market and employing several
measurements of various abnormal audit fees, Fadddang (2008) also found a positive relationstepazen abnormal

audit fees and the improvement of audit estimates.

However, the inclusion of all companies in declieé to skewed estimate results, wherein the conggamhich
received an unqualified estimate from the preceéixgrcise were unable to improve their estimatég. dorrect method
would be-isto exclude these companies, while following th@rapch adopted by Chen, Su, and Wu (2005), or in an
equivalent way, to include indicating variables fbe audit estimate from the preceding exerciseemfrang and Hong
(2008) excluded the companies with an unqualifistineate in their study, however, it did not havenare significant
relationship between abnormal audit fees and therdwement of the audit estimate. This was true ebeugh their

sample size was larger than that of Chen, Su, and20055.
METHODS

Simunic (1980), Palmrose (1986a), Firth (1985), bod, Tan, and Koh (1990) think that large compamermally carry
out a significant number of transactions and consetly require a larger effort of work. Deposer@@p points out that

large companies need the requested informatiorrefdted work found a positive relationship betwsizie and audit fees.

Vivien Beattie, Alan Good acre, Ken Pratt and Jea8tevenson (2002) add that an audit of finant&éements
implies the examination of the accountancy, theeriml monitoring system and the financial transedi of the
organization. To increase the organizations wilhegally undertake several operations anchawe greater credit and
passive assessment, which requires more work. Tdnes.expects that larger companies would be gdpeassociated
with more important audit fees. In private secttudges, the size of the audited entity was ofterasneed by total
company credit (for example, Taylor and Baker, 1@innetal 1994; Firth, 1997) and from time to &irper total sales
(for example, Haskins and Williams, 1988;Chan ahd 893). In studies of local government audit® gopulation was

used as a measure of size (for example, Rubin,; Bdger et al.1987)

Then the financial health of the company measusethe output of the company is measured by the RQi&

which reflects the economic profitability of therapany. Jong-Hag Choi, Jeong-Good Kim, and Yoons&oilg (2006)

Impact Factor (JCC): 6.2543 NAAS Rating 3.51
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note that the ROA ratio is directly related to adees.

The economic rate of profitability (ROA) acts nagely on audit fees. This result, also found by @em-
Stewart and Kent (2006) and Broye (2009), can h@amed by the fact that auditors require highersféor the least

profitable companies, i.e. those which presentssipte hazard of insolvendy.

The working capital ratio is an indicator of a cang’s solvency and generally represents its apitiadrefund

its debts.

Jong-Hag Choi, Jeong-Good Kim, and Yoonseok Zar@RGhow that in accordance with the former redeafc

Simunic in 1989, liquidity is negatively associateith audit expenses.

Agency costs between shareholders and creditorsase with the company’s level of financing. Irstbase, the

auditor will increase his auditing effort while tbebt level increases. This will cause a risesrdes (Evils, 2006).

Moreover, by increasing the debt, the audited frm$k of bankruptcy is measured by the level cféased debt in the
company because the company is involved in debtrithk of loss is important. This should resulthie requirement of a
large effort by the auditors and thus have a pasitelationship between debt and rise in audit.fé&snunic and Stein,
1996).

Generally speaking, regarding the formless variabless in the company’s financial situation, there that this
variable is raised, the higher the risk. With resp® this, several researchers (Eterson and Zgd®8i4; Pong and
Whittington, 1994; Simunic and Stein,1996), havevah that audit fees increase with a disturbancéh@écompany’s

financial situation, particularly with an increasehe firm's losses.

In addition in regards to the complexity of the tomser company customer, the preceding studies ¢igramd
Simon, 1987have shown that there is a strong probability thatlevel of work involved in the audit increaseshwhe
complexity of the company. This justifies the irese in audit fees. That is also confirmed in thelstof Lawrence J.
Abbott, Susan Parker, Gary F. Peters and K. Ragantie 2003,

Researchers have shown that stocks and claimsajlgnepresent expensive credits to certify. Tlosnstimes
requires sophisticated techniques of audit andgaledf sincerity regarding disseminated finanaiébrimation (Abbott
and al. 2003; Piot, 2001; Kane and Velury, 2004isT™imension is measured by the weight of stockkdaims in total

assetg?

In the end, the characteristics of the audit casuremarized in the identity of the auditor, Joimtlia Membership

for in the BIG Four and Qualified audit estimatéshe previous year.

Audouss and coulier in 2008 who have taken asrdrggoint the former work advanced by Firth (19 7#8inks
that the large offices of Big Four auditors canitmm¢heir customers to publish more exhaustiverfaia information of
better quality of the same opinion, Clarkson and(2003) have stated that Big Four auditors intfte customer

companies to publish voluntary information withe tim of preserving their reputation.

Substantial research has presented a positivéoredatp between the number of audit fees and meshige of

the office belonging to one of the four great glado@a networks.

These effects combine to define the positive bagttiben Big Four auditors and fees.
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Evils (2004) has raised the question of the rematim of auditors in France and notes for thisppse an
important difference between the fees of the twditats. He has explained this difference betweenaipal auditor and
an auditor whose role can be regarded as secorifagyliterature admits that the fact of having ag Bour auditor or the

fact of having two of them involves an increaséhie number of audit feespaid by the company.

The qualified audit estimate is presented in thenfof a recognition of the existence of an elevdése! of risk
for one year and is highly probable to continuetighout the following years. In order to acceps thék, the auditor

requires very high fees (Simunic, D.A., 198b).

The objective of this research consists of stuglyire determinants of the number of audit fees asterion of
auditor independence. More particularly, it is @&sfion of identifying the responsibility of the Egendence of the audit

as a mechanism of monitoring and insurance of obfalowing the amount of the audit fee forFrermmpanies.

While taking as a starting point the results ofypyas studies on the emergence of new regulatienfownulated

our tested hypotheses as follows:

The economic variables are distinguished accordindgheir types. These types include information tha
financial health of the customer company, its teskel, and size, the existence of auditors belapginthe international
network and their type of formulated opinion fronhigh we retain the hypotheses resulting from oartistg theory,
starting with:

In continuation with regard to the financial statnof the company we admit the following hypottsese
H1: the amount of audit fees is related to therfaial situation of the company.

We make the hypothesis that the amount of audi fseassociated with the disturbance of the conipany

financial situation and that the latter is idemiifiby the following variables:
» Company output (reduction in disturbance);
e Company liquidity (reduction in disturbance);
e Company debt (increase in disturbance);
e Loss of company results (increase in disturbance).

Other economic variables inform about the levekofmplexity of the customer company which contrilsuse

positive bond with the number of audit fees:
H2: the number of audit fees related to the coriglef the company.

The amount of audit fees constitutes an indicatdhe quality of the audit, particularly the indegence of the

auditor which is related to the level of comple>afythe company identified by the following variabi
e The inventory turnover of the company;
» Receivables Turnover of the company

All the more, in addition to these economic varsblis another type of variables which sheaugditor

characteristics while informing on the level ofitslependence. This consequently influences theuatraf the audit fee.

Impact Factor (JCC): 6.2543 NAAS Rating 3.51
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H3: the amount of audit fees is related to audit@racteristics.
Characteristics of the auditor are identified by fbllowing variables:
* The existence of a Big 4 auditor (positive assomigt
» Joint audit Membership for in the BIG Four (positi@ssociation);
» The certification of a qualified audit for the piews year (positive association).

Finally, the organizational factor of company sidgich is positively related to the number of gfiedl audit fees

brings us to our last hypothesis:
H4: the amount of audit fees increases with the sfzhe audited company.
FEEit =Bg+B1 ROAw+ B2 LIQUI; + p3 DEBT; + B,LOSS, +B5 INVENT; +
B6 RECEIVit +p7 1BIGit +p8 2BIGit +B9 OPINIONit-1+B10 SEIZEit +¢it
Dependant Variable

The dependant variable is the amount of the aeditréflected by the second criterion of indepenednc the auditor

generally supported by the audit quality where fomgs:
FEE measured by the Napierian logarithm “In” of the amibof the audit fee.
Independents Variables
* ROA: aratio of output measured by Bottom line/Tatssets.

« LIQUI: working capital ratio is the relationshiptieen the short-term credits of a company to ékilities in the

short run.
+ DEBT: Rate of debt, total Report of the debts anidltcredit.

* LOSS: this variable is a binary variable coded hjits existence is a countable loss during thereise and O if

not.

« INVENT: Inventory turnover measured by the relasbip between the cost ef-tlseld goods and stocks of the

company.

 RECEIV: Receivables Turnover measured by the walatiip between credit sales and the clients' cagnpa

accounts.

» 1BIG: binary variable coded 1 if one of the regotgitJoint audits for the accounts within the custorompany

belongs to the BIG Four and O if not.

» 2BIG: binary variable coded 1 if two of the regolat Joint audits for the accounts within the custorompany

belong to the BIG Four and O if not.

* OPINIONt-1: binary variable which takes the valu@ the company | receive a qualified audit estienaf year
T-1 and 0 if not.
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e SEIZE: Company size, Napierian logarithm of thevactotaleit: the error term and th@ are the coefficients to
be estimated.

RESULTS AND DISCUSSIONS

This study more particularly lies within the scoplecountable research into the criterion of audidependence as an

evaluation of audit quality.

This research requires an empirical approach faigwpanel econometrics. For that, it is essentiat &ll types

of analysis start with some basic and descriptisgssics.

On the other hand, the dependent variable is meddwyr the Napierian logarithm “In” of the amounttbé audit
fee. This requires a panel data regression anaisig it represents a statistical technique makipgssible to establish a
relationship between an explained variable andamgibry variables. Modeling must then be carriedmthe presence of
individual effects (fixed effect model and randoffeet model finished with the application of the kdaan specification
test) with STATA 10 software.

The concerned population is made up of the SBF iBBres (118 companies). Part of this informatisn
available on the basis of Thomson data and theirémgacomes from the reference documents andamepalts located
on the Web site www.zonebourse.com . These compaveéee observed over a 10 year period from 2002 tinet year
2011 which occurs around the events of this stlidyese events took place during 2002 for the postitperiod and
2003 for the emergence of the French Financial i@gcuaw (LSF). Moreover, the countable data reigtito French
companies were worked out according to French Istzaidards for the period between 2002 and 20G#)raarnational
Financial Regulatory Standards (IFRS) for the pkhetween 2005 and 2011.

Table 1: Sample Composition

Number of Companies Number of Selected
Steps :
Removed Companies

Initial Sample EBF250) 250
Eliminationof Financial Institutions 38 212
Eliminationof Companieshat Lack of Annual 19 193
Reports

Ellmlnatlonof Companies that Don’t Publish a1 152
Audit Fees

MissingData 34 118

Final Sample 118

On the level of this stage, one passes from arysisalvhich describes in detail our variables videacriptive
technique with another exploratory analysis of #ffectiveness of the results carried out on theerdehants of the
number of audit fees. This is why this sectiorakeeup into two sections. The first is the singieied analyses, while an

under section contains the multivariate analyses.

Table 2: Descriptive Statistics

Impact Factor (JCC): 6.2543

Variables | Number of Observations Mean Standard Deviation Min Max
Fee 1180 .1526043 1.644423 -3.729702| 4.325456
Size 1180 7.157921 2.278438 1.790091| 12.12502
Roa 1180 3.127831 8.274496 -66.33 55.27
Liquid 1180 1.5025 1.182536 0.31 14.74
Debt 1180 23.54028 15.79558 0 110.24

NAAS Rating 3.51
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Table 2 Contd.,
Loss 1180 .3025424 0.4595535 0 1
Invent 1180 36.50547 331.0441 -8.07 8996.4
Receiv 1180 5.170127 11.1726 0.27 373
1big 1180 .7720339 0.4196985 0 1
2big 1180 3127119 4637946 0 1
Opinion_N1 1180 .2101695 4076016 0 1

This table of the descriptive statistics of our parshows the following results:

The statistical dispersion of variables has beesenied starting from the 1180 observations of Rrexmmmpanies

during one ten year period from 2002 to 2011.

Our dependant variable, a quantitative variablesuesl by the Napierian logarithm of the numberawdit fees,

their task.

varies between -3.729702 and 4.325456. Our sanfdlé®companies from the SBF 250 has an avera@elsf million
Euros in audit fees. Therefore, these companiesagdagh amount of expenses on the auditor’s jolinduhe post-Enron
era. This era is characterized by the developmienéw regulations and professional accounting wistandard deviation

of 1.64, these results show that the auditors osample companies have put in an enormous effatder to accomplish

Table 3. Estimates by the Fixed, Random Effects and the Modielausman
Variable Dépendant:Audit Fees
Variables Fixed-Effects Random Effects

Coefficient | T-Stat | P>|T| | Coefficient | z-Stat | P>|Z ]|
Size 4050964 | 13.82 | 0.000* 532467 | 26.86 | 0.000
Roa .0005544 | 0.25 0.799 .0021928 | 1.04 0.296
Liquid -.0455081 | -2.02 | 0.043** | -.0615548 | -2.94 0.003
Debt -.0001975| -0.15 0.883 -.0005958 | -0.46 0.646
Loss 0521747 | 1.67 | 0.096*** | .0365903 | 1.17 0.241
Invent -.0000157 | -0.41 0.682 2.95e-07 | 0.01 0.994
Receiv .0008848 | 0.78 0.437 .0009686 | 0.85 0.398
1big 231221 412 0.000* 2519797 | 4.66 0.000
2big -.0176704 | -0.37 0.709 .0029692 | 0.06 0.949
Opinion_N1 .0286604 | 0.86 0.388 .0332847 | 1.00 0.318
Cons -2.874548 | -13.61 | 0.000* | -3.777649| -24.34| 0.000
R? within 0.1944 0.1933
R? between 0.8628 0.8627
R? 0.8211 0.8214
Fisher Test 24.79 0.0000
previsch Pagan Test 2413.50 0.0000
Ficher / Wald Chi2 25.38 0.0000 916.85 0.0000
Hausman Test Chi2 94.86 0.0000
Number of
Observations 1180
Significant at Respectively of 1%5% et 10%

Results of the Hausman specification test indithst the P values or probability test is lower th&h. This

www.iaset.us
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Table 4: Estimates by the Fixed Effects
Variables Expected Sign Fixed Effects Model

Coefficient | T-Stat | P>| T |

Size + 4050964 | 13.82 | 0.000*

Roa - .0005544 | 0.25 0.799

Liquid - -.0455081 | -2.02 | 0.043**

Debet + -.0001975| -0.15 | 0.883

Loss + .0521747 | 1.67 | 0.096***

Invent + -.0000157 | -0.41 0.682

Receiv + .0008848 | 0.78 0.437

1big + 231221 | 4.12 | 0.000*

2big + -.0176704 | -0.37 | 0.709

Opinion_N1 + .0286604 | 0.86 0.388

Cons -2.874548 | -13.61| 0.000*

R? within 0.1944

R? between 0.8628

R? 0.8211

Ficher 25.38 0.0000

Flshe_r'Caracterlsthue De La Présence D'effets 24.79 0.0000

Spécifiques

Test D’hausman Chi2 94.86 0.0000

Nombre D’observation 1180

Significant at Respectively of 1%5% et 10%

In this part, we present the empirical results ek from our econometric model presented admve, by
analyzing the results of coefficients of the modaiiable. The econometric results were relatedhéodeterminant of the

number of audit fees.

The signs of the coefficients estimated for mosbwf variables are similar to those expected. A gloefficient

increases the number of audit fees, just as ainegatlue varies conversely and decreases it.

This table presents the coefficients of the varisaisables and their probabilities indicating thengficance of

the reports and the influences of the explanataniables on the explained variable.

All the more, the presented results of statistiegiression show that the considered model has plareatory
power of 82.11% and is overall significant since thsults of Fisher’s exact test equalize to 2au88B are significant with

a threshold of 5%. Therefore one can draw theidllg conclusions:

Variables of the Financial Health of the Company

Company Output

However, an examination of the above table indgéitat the variable output of the company (ROAYfim very weak
value that even appears to not have an effechemamber of audit fee$herefore, there does not exist an association
between these two variables.

Moreover, the coefficient associated with the M@gaROA is very low with a value which tends tows(6.0005)

and is non-significant (P = 0,799).

This result is not consistent with the resultsted studies ofJong-Hag Choi, Jeong-Good Kim, and Yoonseok
Zang, 2006; Goodwin-Stewart and Kent, 2006;Broy@09 which showed that credit outpumdicates a level of

Impact Factor (JCC): 6.2543 NAAS Rating 3.51
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profitability for the company and that the auditoegjuire higher fees from the least profitable firmihis consequently

negatively influences these expenses granted fitoasid
Liquidity
An examination of the table above indicates thatuwhriable liquid is statistically significant withthreshold of 5% and a

negative effect on the number of audit fees. Tdgsdecreases according to the liquidity levehefcompany.

Moreover, the coefficient associated with the uagdiquid has a value of -0,045 and is significéat= 0,043).

Indeed, a reduction of 10% in company liquidity \ebimvolve an increase of 0.45% in the number aficiees.

This result is consistent with the results of thedes of Gimunic 1980; Jong-Hag Choi, Jeong-Good Kim, and
Yoonseok Zang, 2006hich showed that liquidity is an indicator of sehcy by presenting the aptitude of the company to
refund its raising debts. An increase in this valgadecreases the level of risk and ensures thegiion of the company’s
financial situation and thus the auditors have &ffsrt with less losses than in contrary casesiséquently, the liquidity

of the firm positively influences the auditor's exyses.
Debt

An examination of the table above indicates thatdébt variable of the company has a very wealkevahd does not have

an effect on the number of audit fees. Therefivere does not exist an association between thesedriables.

Moreover, the coefficient associated with the Jagadebt is of a value which tends towards —(0.0G0®RI is

non-significant (P = 0,883).

This result is not consistent with the resultshaf studies ofEvils, 2006, Simunic and Stein, 199@)ich showed
that the risk of the audited firm is measured tgiothe level of company debt. This can increaseitieof loss for the
company, which positively results in the requiretmefia large effort by the auditors. Thus expengemted to the

auditors are consequently influenced.
Loss

An examination of the table above indicates thatufriablelossis statistically significant with a threshold of%0and a

positive effect on the number of audit fees. Tliisat decreases according to the liquidity levethaf company.

Moreover, the coefficient associated with the wagdossis of a value of 0,052 and is significant. (P =3B

Indeed, the existence of a loss at the companydiiaublve an increase in the amount of audit fees.

This result is consistent with the results of thedes of Simunic and Stein,1996; Eterson and Zéghal, 1994;
Pong and Whittington, 1994yhich showed that the amount of audit fees in@easth the disturbance of the company’s
financial situation, particularly if there is aceting disaster at the audited firm. Consequenthg é&xpenses of the

auditors are positively influenced.

Complexity of the Customer Company

Inventory Turnover

An examination of the table above indicates thattriable invents of the company has a very wahllevand is not significant.

It does not have an effect on the number of aad#,fso there does not exist an association bethesmtwo variables.
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Moreover, the coefficient associated with the Jaganvent is of a value which tends towards (0@Q0and is

non-significant (P = 0,682).

This result is not consistent with the resultshaf studies ofRrancis and Simon 1987; Lawrence J. Abbott, Susan
Parker, Gary F. Peters and K. Raghunetan 2003; Atbalb 2003;Piot, 2001;Kane and Velury,2004hich showed that
the complexity of the audited firm requires a lagféort and thus, an increase in audit fees paditiinfluences these

expenses granted to the auditors.
Receivables Turnover

An examination of the table above indicates that dlitput variable receiv has a very low value te ploint that it
does not have an effect on the number of audd feéeerefore, there does not exist an associatibndan these two

variables.

Moreover, the coefficient associated with the Malgaeceiv is very low with a value which tends &ds (0.0009) and is

non-significant(P = 0,437).

This result is not consistent with the results leé studies of Krancis and Simon, 1987; Lawrence J. Abbott,
Susan Parker, Gary F. Peters and K. Raghunetan,2AbBott al. 2003;Piot, 2001;Kane and Velury,200#)ich showed
that the complexity of the audited firm requirelae effort and thus, an increase in audit feestipely influences these

expenses granted to the auditors

Characteristics of the Audit
Auditor Identity

An examination of the table above indicates thatriable 1big is statistically significant withttaeshold of 1% and has

a positive effect on the number of audit feess®ifect increases according to the size of thé@tsloffice.

Moreover, the coefficient associated with the uagalbig is of a value of 0.23 and is significaRt £ 0,000).
Indeed, the existence of an auditor within the canmypwho belongs to the global area network wowalwve an increase

in the number of audit fees.

This result is consistent with the results of thedies of Firth, 1979; Clarkson and, al.2003yhich showed that

large auditing offices indicate good audit quadityd consequently, positively influences the nundferudit fees.

Joint audit Membership for in the BIG Four

An examination of the table above indicates thatdbmpany variable 2big is not significant and hagegative effect on
the number of audit fees. This effect falls agdhe a large increase within the system of regujato-managers for the

accounts of the company.

Moreover, the coefficient associated with the Jagabig has a value of -0.02 and is non-signifi¢én= 0,709).

Indeed, the absence of regulatory Joint audit witheé company would involve an increase in the remalf audit fees.

This result is not consistent with the results led studies ofEvils, 2004,which showed that the existence of
more than one big auditor within the company pwsiii increases the number of audit fees and camsely influences

these expenses granted to the auditors.
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Audit Opinion of the Previous Year

An examination of the table above indicates thatdhtput variable opinion_n-1 has a positive effattthe number of

audit fees, but is not significant. This effectrie@ses with the existence of a qualified audines.

Moreover, the coefficient associated with the Jagaopinion_n-1 has a value of 0.03 and is nonisggmt (P =

0,388). Indeed, the existence of a qualified aeslitnate would involve an increase in the numbfkeaudit fees.

This result is not consistent with the resultsSahunic, D.A., 1980yvhich showed that the risk and the anomalies
detected in one year can occur in the followingry@&is requires a large effort and thus an inadéasaudit fees. This

positively influences these expenses granted tadldéors.
Company Size

An examination of the table above indicates thatwhriablesizeis statistically significant with a threshold of 18ad has

a positive effect on the number of audit feess®ifect increases according to company size.

Moreover, the coefficient associated with the Madssize has a value of 0.40 and is significant (P = 0,000).

Indeed, an increase of 10% in company size wowldlie an increase of 4.05% in the number of alatisf

This result is consistent with the results of thuelies of Simunic 1980; Palmrose 1986a; Firth,1985; Clarksow al.,
2003)which showed that the level the effort of auditmireases within companies of big sizes. Conselyydraving a very

significant number of financial transactions chetwéthin the company positively influences the enges of the auditor.

Indeed, one initially notes a significant assooiatbetween the amount of audit fees company lityuatid company

losses that show the auditor must increase hig efchere is an increase in the disturbancesafdimpany’s financial situation.

This association is absent with company output delt as with the complexity of the compai@ne can
conclude that in our studied context no effect bxsn observed between the number of audit feeshendeight of the

stock and claims of the audited company.

All the more, a strong, significant and positives@sation is found between the number of audis faed the
membership of the auditor in a global area netwdtkis shows that the presence of a BIG Four audé@mforces audit
fees. On the other hand, one does not find a batidtiae existence of a qualified audit estimate enttee previous year

and the membership of the regulatory Joint auditife accounts having offices with the BIG four.

Finally, it can be noted that there exists an d@atioo with the organizational factor of compangesiThis shows

that large company auditors work hard. To explagse results, we will present in the following smtan interpretation.
CONCLUSIONS

As a fundamental criterion of audit quality, auditodependence raises several questions. To etisgreharacteristic of
audit quality, several regulations have attempteidnprove it by protecting the reliability and thhansparency of financial
information and accountants. Audit fees reflecobiniation on audit quality and its level of independe by offering

confidence in financial statements to the investors

Our second chapter attempts to investigate thermdatants of audit fees as a criterion of indepecdehy
reflecting the company risk levels. This requiresrenous efforts carried out by the auditor andrgdamount of wealth

associated with a high amount of audit fees.
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Within the framework of this research, we initialjkamined the effect of the organizational factofsthe
company. In particular, we looked at its size, ficial situation, level of complexity and finally diti characteristics. By
analyzing our output model, we found thfe literature results conform with our findingg#ttwregard to two variables
constituting the financial statement of companyiliify and losses, as well as company size and raeship of the

auditor in a global area network.

On the other hand, other variables are contrargutofindings. The existence of two big four regafst Joint
auditsfor the accounts and the qualified audit estimadenfprevious years do not have any effect nor aspaation with
the number of audit fees. These factors regardethed of company complexity noting inventory tumeo and the rotation

of the clients' account along with company outmd #s level of debt.

In conclusion, the study of the determinants ofrtbmber of audit fees after the financial scandatsvs that audit
fees are related to the amplification of the disdnce of the financial situation. These same feesteongly associated with the
membership of the auditors in the BIG Four andathdited company size This shows that in this cérstegitors exert more

effort than requires the increase in their expeardgeflects the best audit quality and auditdefiendence.

The high audit fees perceived by the auditor réflee prediction of fraud by certifying the accaangiving a
faithful and sincere image through financial statets, formulating an audited estimate and creatimgeffect on the

quality of the results and the transparency offithencial information.
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