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Accounting Conservatism, Law Risk and Audit Fee
ZHANG Linyi

(School of Accountancy, Jiangxi University of Finance and Economics, Nanchang 330013, China)

Abstract: Taking non-financial companies of China from 2008 to 2012 as a sample, using Cscore to indicate accounting con-
servatism for companies and Fangang index to measure law risk, we construct a regression model and consider the “reverse
causality” in the robustness analysis in order to study accounting conservatism, law risk effects on audit fee and the adjustment
effect of law. The results show accounting conservatism can decrease auditor requirement on auditing fee. And law risk increa-
ses auditing fee, where there is high risk in lawsuits, the auditing fee will be higher. Where there is law risk, there is a stron-
ger negative correlation between accounting conservatism and auditing fee, which suggests that the accounting conservatism can
make a bigger effect on audit fee decrease.

Key Words: accounting conservatism; law risk; audit fee; earnings management; company management level ; accounting in-

formation quality; audit service fee
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