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Audit Pricing under the Fair Value Principle
ZHU Song' , XU Hao-feng’, WANG Shuang’

(1. School of Economics and Industry and Business Management, Beijing Normal University, Beijing 100875, China;
2. School of Management, Sun Yat-Sen University, Guangzhou, 510275, China;

3. Price Water House Accounting Firm, Beijing 100004, China)

Abstract: Auditors should increase the auditing inputs to avoid some auditing risk and assume the unavoidable risks under the fair value
accounting principle, thus charging for higher risk premium, namely, the auditing fees. This paper investigates the impact of fair value
accounting on auditing price in China based on Simunic model and data from 2001 to 2007. We find that the implementation of fair value
accounting significantly pushes up the average level of auditing fees of listed companies in China. Under the fair market accounting, the
relation between earnings management incentive and auditing price is more closely related, while the firms with better reputation charge
even higher auditing fees. Results for auditing fees level and change all support our hypothesis.

Key Words: audit pricing; fair value; asset depreciation; reputation of auditing office; earnings management
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A Research on Audit Evidence, Audit Risk and Irregular Relationship:

An Analysis Based on a Fraud Game Model
WU Heng-guang

(School of Accounting , Shandong University of Finance, Jinan 250014, China)

Abstract ; Audit risk does not always decrease with the introduction of audit evidence. The results of the analysis of fraud game model be-
tween management and auditors are as follows: (1) the irregular relationship between material misstatement risk and audit evidence ex-
ists when the management has a strong incentive to commit fraud and the discipline for the management fraud behavior is not severe and
signals observed by the auditors are not informative and so on; (2) the fundamental driving force for the risk detection increases with the
introduction of audit evidence being the strategic interaction between management and auditors; (3) material misstatement risk which de-
pends on the auditor’s legal liability ratio affects the relationship between audit risk and audit evidence, so the auditor’s legal liability ra-
tio can affect the relationship; (4) in some circumstances, professional care enlarges the regular relationship between the material mis-
statement risk, audit risk and the audit evidence, that is “magnifying effect”.

Key Words: audit evidence; audit risk; irregular relationship; fraudulent game
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