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Auditing risk-Transfer Function and Auditing Insurance Fees:

Further Test of Auditing Insurance Hypothesis

NI Huiping, SHI Xian
(School of International Audit, Nanjing Audit University, Nanjing 211815, China)

Abstract: The Auditing Insurance Hypothesis maintains that auditing has the function of assurance and risk-transfer, and has the
value of information and insurance. Through specific events happened or samples’ specialty, the Auditing Insurance Hypothesis has
been empirically tested, but it has not tested in usual annual data or normal sample. By using a sample of listed companies in
Shanghai and Shenzhen Stock Exchange from 2008 to 2011, and by dividing the audit fees into insurance fees and information, we
investigate the relationship of market-to-book ratio, auditor’s opinion, audit firm’s size and insurance fees in order to further test the
Auditing Insurance Hypothesis. We found that the higher the investment value, the more auditing insurance fees has to be paid; For
the same investment value, investor pay more auditing insurance fees for the unmodified audit opinion that has the highest risk-trans-
fer function and companies pay more auditing insurance fees to bigger audit firms and audit firms give discount to high quality cus-
tomers. Thus, the Auditing Insurance Hypothesis has been tested in usual annual data or normal sample.

Key Words: the Auditing Insurance Hypothesis; risk-transfer function; insurance value; auditing insurance fees; verification

function; audit fees
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