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Topics

e Determinants of Audit Fees

 |Is there any difference between U.S. and
Japan?
— Size of Auditees
— Complexity of Auditees
— Risk of Auditees
— Major Auditors, and Price-Differences
— Other Factors (Busy Season Premium)
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Audit Fees and Asset Size
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Audit Fees and Asset Size
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Audit Fees and Asset Size

Estimated Audit Fees
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Audit Fees and Complexity

* B/S

— Inventory-Asset Ratio, and A/R-Asset Ratio
— Quick Ratio, and Current Ratio

e Number of Subsidiaries
— Data was not available for U.S. firms
— For Japanese firms, the effect is confirmed.



Audit Fees and Risk

 Risk measure from B/S
— Does firm with losses pay higher audit fees?
— Statistically confirmed.

e RIsk measure from stock market

— Does firm with larger stock price variation pay
higher audit fees?

— Variations of the stock prices are not
important.



Audit Fees and Auditors

Is there “Big-4” premium?

Is there any price difference between
major auditors?

U.S.
— PricewaterhouseCoopers, Ernst&Young,
Deloitte&Touche, KPMG

Japan
— Azusa, Shin-Nihon, Chuo-Aoyama, Tomatsu




Audit Fees and Auditors

Run regression models, and test the
equality of relevant coefficients

U.S.

— Can reject the equality hypothesis.
Japan

— Cannot reject the equality hypothesis.

This may indicate that the pricing in Japan
IS more harmonized than in the U.S.



Other Factors

 Busy Season Premium

— 73% of U.S. firms ended their accounting year
iIn December.

— 84% of Japanese firms ended thelir
accounting year in March.

— Statistically confirm in the U.S., not in Japan.



Conclusion

 Determinants of Audit Fees
— Size seems to be the most important factor.
— Complexity Is also important.
— Risk effect from B/S is clear.

— Big-4 premium exists.
» Difference between auditors are negligible.

— Busy season premium does not exist in Japan.
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