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Determinants of the Project-Audit Fees on the Internal
Control Systems for Initial Public Offering Companies
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Abstract

The project audits on the internal control systems conducting by
Certified Public Accountants (CPA) for Initial Public Offering Companies
was specially promulgated by the Securities and Futures Commission in
Taiwan based on the purpose of strengthening the effective internal
control of these companies. Owing to the difficulty of getting data, there is
no research about project-audit fees. This is the first paper to examine the
project-audit fee determinants based on six constructs: the business’s size,
the complexity of business operations, the number of years committed by
current auditor, the Big 5 firms, the audit or other non-audit service
contract and the project-audit risks with the methodology of multiple
regression. We find that the business’s size and project-audit risks are
positively significant with the project-audit fees. Owing to the knowledge
spillover benefits, the committed number of years are negatively
significant with the project- audit fees. However, the number of
consolidated subsidiaries and signing the audit or other non-audit service
contract are negatively significant with the project-audit fees. There are
symptoms of low-balling and impairment of auditor independence.
Besides, the Big 5 firms, the ROA and the main operating items of
subsidiaries are not statistically significant with project-audit fees.

Key words : internal control, audit service, non-audit service, project-audit
risks, project-audit fees
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%2 B2 Skt € (n=62)

R Tiof el fecE RS
LOGFEE 2.249 1.699 3.000 0.258
LOGTA 5.867 4.954 6.534 0.315
SQ_SUBS 0.210 0.000 2.646 0.562
OPTYPE 0.565 0.000 3.000 0.880
LOGTIME 0.432 0.000 0.699 0.211
AUDITOR 0.770 0.000 1.000 0.420
AUDIT_CONT 0.210 0.000 1.000 0.410
CONSULTANCY 0.613 0.000 1.000 0.491
REVINV 0.293 0.000 0.865 0.225
ROA 0.758 0.000 1.000 0.432
RELA_SALES 0.084 0.000 0.490 0.123
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Factors (VIF) & % 4 3+1.162 % 1.9482_ & » i Neter et al.(1990) 2. & &
» VIFE -] %+10 » & A+ (multicollinearity) 2. i* 32 & 7 B &
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IR AEIRAR P L AR AL SRR FHS G R
# & ' (heteroskedasticity) e33R \%L # 12 White(1980b) + % £ #cE "L
FEREZE - 2P TP RERFa07 2R ERFrites s
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N A }; ik F A 2 F (REVINV) 2 4 }{3, B A A 2 b &
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HBli k2 T 27 FH(SQ SUBS)~ Bk A2 gt MR A
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% S #&Spearman® &ip i G ¥z
Pearsonk £ 4p M 8" (n=62)

FEOPRIEAAALEFAF 2R TT

$ 4" LOGFEE LOGTA SSLJQB—S OPTYPE ';IO“;;E AT%%" AéJOD,\'; ey REVINV  ROA gités
LOGFEE  1.00 020 -0.01 005 -0.05 003 -019 -004 025* 011 0.7
(0.11) (0.89) (0.65) (0.67) (0.79) (-0.12) (0.73) (0.04) (0.35) (0.16)
LOGTA 012 100 003 -0.04 018 -006 -016 014 -009 026* 0.3
(0.34) (0.81) (0.73) (0.15) (0.59) (0.20) (0.26) (0.47) (0.04) (0.30)
SQ_ 004 002 100 054*< -008 022 -010 014 018 -0.08 0.29%
SUBS  (0.73) (0.82) (0.00) (0.52) (0.08) (0.40) (0.27) (0.16) (0.49) (0.01)
OPTYPE 002 -003 0.63** 100 -001 016 -0.06 008 016 -001 0.26*
(0.84) (0.81) (0.00) (0.88) (0.19) (0.62) (0.51) (0.20) (0.91) (0.04)
LOG- 011 014 -008 -005 100 -0.06 -0.03 -0.08 007 017 0.34**
TIME  (0.37) (0.27) (0.51) (0.68) (0.63) (0.77) (0.50) (0.55) (0.17) (0.00)
AUDI- 003 -008 020 017 -010 100 -000 -003 -005 -021 0.03
TOR 0.79) (0.51) (0.11) (0.18) (0.41) (0.96) (0.79) (0.66) (0.09) (0.76)
AUDIT 020 -008 -012 -006 -008 -000 1.00 -0.64** -011 -0.17 -011
_CONT  (0.10) (0.50) (0.34) (0.63) (0.50) (0.96) (0.00) (0.35) (0.18) (0.35)
CONSUL 001 010 015 005 -005 -0.03 -064** 100 -0.01 -0.06 -0.02
TANCY  (0.91) (0.41) (0.22) (0.65) (0.67) (0.79) (0.00) (0.93) (0.63) (0.84)
REVINV. 037** -004 011 007 003 -001 -014 000 100 0.34** 0.25*
(0.00) (0.73) (0.36) (0.56) (0.76) (0.88) (0.27) (0.94) (0.00)  (0.04)
ROA 041 030* -010 002 015 -021 -017 -0.06 0.29% 100 021
(0.37) (0.01) (0.43) (0.87) (0.24) (0.09) (0.18) (0.63) (0.01) (0.08)
RELA 009 009 017 012 028 002 002 -005 002 014 1.00
_SALES  (0.47) (0.44) (0.17) (0.33) (0.02) (0.82) (0.83) (0.68) (0.87) (0.26)
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24 mEEAHEE (n=62)

%" TR EL i (piE)
¥ Bt 1.4642 (0.0357)
LOGTA (+) 0.1582 (0.0886)
SQ_SUBS (+) -0.1058 (0.0820)
OPTYPE (+) 0.0303 (0.2914)
LOGTIME (-) -0.2965 (0.0251)
AUDITOR (+) 0.0085 (0.4470)
AUDIT_CONT (-) -0.2209 (0.0181)
CONSULTANCY -) -0.1155 (0.0967)
REVINV (+) 0.4663 (0.0097)
ROA (-) -0.0899 (0.1757)
RELA SALES (+) 0.3811 (0.0319)

FiE 2.0473

P& 0.0471

R? 0.2864

Adjusted R 0.1465
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EEATEE (n=62) — S srdr

" FEHP 5 i (piE)
¥ R -156.2276 (0.6919)
LOGTA (+) 65.0654 (0.1583)
SQ_SUBS (+) -24.8578 (0.3273)
OPTYPE (+) -15.3539 (0.3498)
LOGTIME (-) -184.1725 (0.0442)
AUDITOR (+) 34.8398 (0.2044)
AUDIT_CONT (-) -71.8075 (0.1342)
CONSULTANCY (-) -18.7625 (0.3764)
REVINV (+) 362.1877 (0.0185)
ROA (-) -46.4500 (0.2002)
RELA_SALES (+) 148.7761 (0.1292)

Fi& 2.0304

P& 0.0490

R? 0.2848

Adjusted R? 0.1445
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