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Earnings Management, Affiliated Transaction and Auditor Characteristics

ZHAO Guoyu
(School of Accounting, Guangdong Business College, Guangzhou 510320, China)

Abstract; Affiliated transaction is an important means of earnings management and tuning of listed companies, which can be
completed with the help of accounting firms. As the commitment to higher audit risk, auditors charged higher auditing fees as
compensation. Empirical studies have shown that affiliated transaction is an important means of earnings management. The
greater affiliated trading volume is, the more capable accounting firm’s name brand and size to inhibit the earnings management
of listed companies, but the long term is detrimental to auditing. The greater volume of transactions of public companies, the
more inclined to choose non-international “Big Four” and the domestic non-“Ten” accounting firms. Small-scale CPA is the
choice of target by listed companies. The listed companies of earnings management by means of affiliated transaction paid a
higher level of auditing fees.

Key Words: earnings management; affiliated transaction; auditor choice; auditing fees
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