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tcost = By + B,res + Bystate + Byroa + B,indep + Bslarge + Bgasset + B, profit + Bgflow + Byreceivable +
Bioaccrued + B, debt + B,growth + B advice + B,thing + B sfee + & (1)

tecost = B, + Bires + B,(res x change) + Bsstate + B,roa + Bsindep + Bglarge + B;asset + Byprofit +
Boflow + Byyreceivable + B, accrued + B,debt + B;growth + B,,advice + B,sthing + B fee + & (2)

tcost = By + Byres + B, (res X rep) + Bystate + Byroa + Bslndep + Bglarge + B asset + Byprofit + Boflow +
Biorecewable + B accrued + B,debt + B;growtl + B ,advice + B,sthing + Bsfee + & (3)

(=) #HAzR

ARTCIEHL 2001—2016 AR 55 4F- 4 A A B AE SR S84 25 BRI AR RIME A REAR R , 2 de
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0. 30, 578 1 A 95 BT R B L 4 RIS SR 55 TR 30% iAo 5555 B A2 Bl (rep_a ) 91
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teost_a 11867 13. 6095 13. 4881 0. 7696 12. 1007 16. 3251
res 11867 0.0784 0 0.2688 0 1
change 11867 0.2972 0 0. 4570 0 1
rep_a 11867 0.3222 0 0. 5802 0 2
state 11867 0.2422 0 0. 4284 0 1
roa 11867 0. 0249 0. 0260 0. 0704 -0.3601 0. 2020
indep 11867 0. 3643 0.3333 0. 0539 0 0. 5556
large 11867 36. 4882 34. 1100 16. 0469 8. 6800 75. 9000
asset 11867 22. 1460 22.0154 1. 4876 18. 6508 26. 8523
profit 11866 0. 8646 1 0. 3421 0 1
Sflow 11867 0. 5235 0. 5295 0.2276 0. 0708 0.9708
receivable 11867 0.1178 0. 0849 0. 1125 0 0. 4925
accrued 11866 -2.98E +08 -5.31E +07 1.60E +09 -9.43E +09 3.90E +09
debt 11867 0. 5386 0. 5358 0. 2401 0.079%4 1. 8430
growth 11867 1. 2086 0.8414 1. 1887 0.0794 7.1084
advice 11867 0.9325 1 0. 2507 0 1
thing 11867 0.1733 0. 1239 0. 1720 0 0. 7605
Fee 11867 4.5364 4. 4960 0. 2565 4.0335 5.4417
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teost_a 1

res 0,121 1
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change ~ -0.079™ 00337 -0.02™" 1

state =0.22777" -0.047 " -0.062 ™" -0.001 1

roa 0798 0,017 0.08 " -0.019"" -0.036"" 1

indep 083177007777 0,057 00427 -0.083 " 0.016 ™" 1

large 0.004™" -0.048™" 0,143 -0.013" 0.038" 0.141™ -0.014" 1

aset 0,188 0,032 0.0777 -0.005 -0.148" 0.0737 0.1707" 00437 1

profit =0.1477 0,027 0.027 -0.018" -0.046" 0.3 -0.01 0.046™" 0.18" 1

flow 00827 0.018" 0.0 0.027 " -0.051""" 0.059 " 0.008 -0.00 0.028™" 0.05 ™" 1
receivable -0, 144 ™" <0031 ™" -0.024 ™ 0.007 0045 ™" -0.081 """ -0.096 " 0.015™ -0.054 ™" -0.018 " 0.382 " 1

acerued — =0.000 ™" 0.008  -0.1937" 0,022 0.0237 0.0447" -0.038 " -0.126 """ -0.109 ™ 0.025 ™" 0.256 " 0.082 " 1

debt -0.035 0,028 -0.003 0.023™ 0.046 " -0.176 " 0.073 ™" -0.037 """ 0.097 " -0.256 " 0.001 0.011 -0.03™ 1

gouth — -0.0457" -0.014™ 0044 0.0 0.009 -0.055"" 0.113™" 0.055 ™ 0.467™" -0.019™" 0.002 -0.00 -0.084 ™" 0.294 ™ 1

advice  0.113™ 0005 0.027" -0.06"" -0.04"" 0.23™ 0.025™" 0.127" 0.1177 0.0%6™"  0.005 -0.045 " -0.052 ™" -0.154 ™" 0.025 " 1

thing —0.077"" 0.009  -0.017" 0.024™ -0.015"  0.004 0,031 -0.012 0.0 0,038 024" -0.051"" 0.0 0.142" 0.09 " 0.009 1

fee 01437 -0.024™" 0.09 " 0.006 01427 0.027" 0.031™  0.005 0.013™

02327 0.266™"  0.008

0.014™  -0.011"

0.058 " 0.022" -0.054 "
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1. W55 ERSH IS HIRCR

%4 W55 EIAR 5 2 A [R5 S A gl 2R R A
(1) DAEARIHEE RN, W55 Bk (res) 5128 H
(tcost_a) WIRIHRBCNO. 121, 7E1% /K- B, X
UL 55 F IR N | (res) 581t 2% (tcost_a) 3 1E
AHOC, AHAS TR 45 B3R 20 B, g SRy o 11 2 T
Sz 1 AHAT X U BT w0 5 EARA T I e A s
K02 )T XU , Wi AR s Tl 55 231 55
BB R JT , 23t I 45 B30 1 5 1 AU R T AR (3
R AT ASEA L 28 5 o A Al i 45 A
(res) 513 H (tcost_a) A RECH 0. 178, JEH
A AL B 55 F A (res) 5819 (rcost_a) BYAHIC
FECN0. 104, HAAE 1% B4eitKF LB 3, X R TG
WEEA R RIEEA MR LT AR, RS EiRTT
SRt WIS K, 2 S TR 1

2. JG5 AR YT W55 R 5 2

5 NS W55 ER S H ISR alH
Pra R BRI (1) BREA S E5 R TR, W 55 B3R (res )
535 i A8 T (change) ZEFET M) ZE R - 0.095, ¢
5% WKL 2 UM G DR I 55 IR A IR AR B 2

.6 -

x4 MESERSHEITEANEAER

O | EEA
res 0.1217*  0.178**  0.104 "
(5.34) (3.64) (4.10)
state -0.227"
(-15.66)
roa 0.905™*  0.775™*  0.928
(9.44) (4.43) (8.12)
indep 0.836™"  0.709™"  0.822"
(7.40) (3.69) (6.03)
large 0.004 ™ -0.000  0.005**
(9.36)  (-0.35)  (10.45)
0.188™  0.256™  0.175*
asset
(37.84) (26.89) (30.03)
- —0. ]46 o —0. 135 o _0' 144 okl
e (-7.35)  (-3.65) (-6.15)
flow 0.078 ** ~0.047  0.097 ***
(2.48) (-0.67) (2.74)
receivable -0.134™ -0.103 -0.130"
(-2.27) (-0.87)  (-1.90)
weerned  ~0-0007 =000 ~0.000***
(-32.57) (-13.62) (-28.73)
debt -0.035  0.128"*  -0.117""
(-1.22)  (2.66)  (-3.28)
~0.046**  —0.037™*  -0.047 "™
growth (-7.33)  (-3.21) (-6.36)
advice 01147 -0.022  0.159°
(4.54) (-0.52) (5.25)
thing 0.077™ 0.129 0.090
(2.02) (1.51) (2.09)
fee
(4.24) (4.53) (5.03)
Constant 9.043 ™ 7.595 9. 299 ***
(80.54) (37.26) (70.16)
Industry/Year Eagi| | .
R’ 0.270 0.340 0.226
F 312.916**  113.332**  201.304 ™
N 11867 2875 3992
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Reputation Incentive, Financial Restatements and Audit Fees

GAO Fenglian, ZHANG Tianyu
(School of Accounting, Nanjing Audit University, Nanjing 211815, China)

Abstract: Selecting the listed companies on the main board of the Shenzhen Stock Exchange and the Shanghai Stock Exchange
from 2001 to 2016 as research samples, this paper empirically examining the effect of financial restatements on audit fees. The
results show that the financial restatement is significantly positively correlated with the audit fees. The company’s auditing costs
incurred by the financial restatement are significantly higher than those of the company without financial restatement; the com-
panies that have financial restatements have a tendency to change their firms and purchase audit opinions. The fierce competi-
tion in the industry has intensified the malicious competition among firms, therefore, it is likely for firms to deliberately reduce
the audit fees to attract low-end corporate customers with financial restatements. Due to the reputational incentive effect, the
audit fees charged by large-scale firms with good reputation for companies with financial restatement significantly increase,
forming a “Matthew effect” of the firm’s competition.

Key Words: financial restatement; audit fees; firm changes; reputation incentive; financial information disclosure; market

competition; internal control; earnings management; audit quality



