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Abstract
This study investigates the relationship betweeaartdlerm accruals and pricing of audit serviceshia Tehran
Stock Exchange during the period 2009-2014 wiltlseussed. For this study, the 90 companies listdeéhran
Stock Exchange for the period was determined. Sbdwidy hypothesis by regression analysis usifigvace
integrated in all companies use EViews6 In thiglgtto determine the audit fees were used for Sfeort-
accruals.
The dependent variable pricing study audit servioeassess which of the four criteria, audit fahs, natural
logarithm effort, the natural logarithm of the istent cost of the audit, the natural logarithm wasd to
increase the selling price. Also in this study, ttentrol variables of the current debt ratio of rétierm
investments, financial debt ratio, return on asdetg)-term financial leverage, the rate of de@ton expense,
size, and variable operating loss was ambivalent.
The findings suggest that short-term accruals dfmitespent on the remuneration of the auditorsliand the
audit contract gross profit and significant postiimpact, but the impact on the auditor's fee whlemn
investment is negative and significant. In thisdgtuthe control variables depreciation expense tspenrying
the resort's auditors have a positive impact ananing.

Keywords: short-term accruals, pricing of audit serviceg]iafees, effort, and money invested time auditor.

1. Introduction

During the past few decades, there have been tebsnenefforts on learning the effects of audit fees
profitability of firms (Fama & French, 1997; Fama & MacBeth, 1973; Dechbal.e1995; Dechow & Dicheyv,
2002). Simunic (1980) identified determinants of auditfesnd categorized them into three distinct groups:
auditee size, operation complexity, and inherenftaisk. He reported that the level of audit feesild increase
in client firms’ size, operation complexity, anch@rent audit risk because more quantity of resauntiized by
the auditor in performing the audit examination Wobe needed and auditors were exposed to largesilge
litigation risks when auditing become more complaker controlling these three groups of fee defaenmts,
subsequent studies explored additional audit féerehénants including auditor size, non-audit sersicauditor
change, auditor change direction, auditor brandenand industry specialization, client satisfacticlient risks,
client bargaining power, audit committee charast&s, internal control quality, SOX passage, distisg and
country’s legal regimes, education requirementri®n accountants, and audit market competitidoh(,2011;
Palmrose 1986a, 1986b; Francis & Simon 1987; Si@émancis 1988; Craswell et al., 1995; Behn et #99;
Craswell & Francis, 1999; Johnstone & Bedard, 200hjsenant et al., 2003; Abbott et al., 2003; Asigiaet
al., 2003; Chaney et al., 2004; Hay et al., 20068art4 et al., 2007; Hogan & Wilkins, 2008; Huanglet2009;
Choi et al., 2009; Allen & Woodland, 2010, Hay & &hel 2010fudenberg & Tirole, 1995; Hoitash et al.,
2008.

The studies on the relationship between earningsagement and audit fees are relatively scarce ahd o
concerned with accrual-based earnings managem&M)AGul et al. (2003) reported some empirical enice
that the audit fees could increase in the levalrifigned discretionary accruals.They argued thie@ause, to
the extent that discretionary accruals proxy fonaggerial opportunism, they provide managers witheans of
managing reported earnings to their advantage {128B5), and because accruals are associatedigithrisk
accounts such as accounts receivable and invest@ngélingham & Wright, 1985; Kreutzfeldt & Wallace
1986).

Abbott et al. (2006) reported that the effect afodetionary accruals on audit fees was positivilaénmagnitude
of income-increasing but negative in the magnitwdeincome-decreasing accruals due to the asymmetric
litigation risks for auditors. Antle and Gordon () reported a negative relationship between deé and
their measure of signed discretionary accrualschviié inconsistent with Abbott et al. (2006). Howevno
study on audit fees thus far investigated whetma laow real earnings management (REM) of clientdir
influences their level of audit fees. Roychowdh(2906) developed empirical models that allow reseens to
separate the normal levels of real operationalvities as reflected in cash flows from operatio®¥-Q),
production costs, and discretionary expendituremftheir abnormal levels. His analysis shows thahagers
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engage in real activities manipulation to meetaieréarnings targets.

Since Roychowdhury’s work, subsequent studies dgalith REM issues have provided evidence suppprtin
that, while the expected, normal levels of reaivit@s were associated with optimal operationatisiens, their
unexpected, abnormal levels capture managerialrbppem to intervene in the financial reporting gges. One
strand of previous REM research has focused onhghebanagers use REM as a substitute or compleiment
AEM when making strategic decisions on the timimgl anagnitude of earnings manipulation. For instance
Zang (2007) studied AEM and REM, and reported thahagers could make REM decisions before making
AEM decisions around the end of accounting peri@dhen et al. (2008) examined the effect of the SOX
passage on managerial choice between AEM and RHEdy @ocumented that firms were heavily involved in
AEM in the pre-SOX period, but their involvementAEM declined significantly after the passage oSO
Consistent with Zang (2007), their finding showattthe passage of SOX motivates companies to swribch
AEM to REM. This happens for the following reasoREM is harder for external auditors, regulators] ather
stakeholders to detect, compared with AEM. Furtegpected legal liability costs associated with Akldrease
substantially in the post-SOX environment due tagtiened financial reporting regulations and addii
certification requirements, while the same costsociated with REM do not. Therefore, REM becomes
(relatively) less costly in the post-SOX periodrth®EM. The above evidence is consistent with theldital
results of Ewert and Wagenhofer (2005) who dematesdr that managers switch from AEM to REM in an
environment of tightened accounting standards arenstringent enforcements. Graham et al. (2005)rteg
that the large majority of managers were willingdday the timing of new investment projects to n@eertain
earnings target even when such a deferment hadsadiaplications on long-term value. A subsequamndysby
Cohen and Zarowin (2010) investigates the behawwbrREM and AEM around seasoned equity offerings
(SEOs), i.e., during the period in which managead telatively high incentives to artificially int current-
period earnings. Consistent with Zang (2007) antieBoet al. (2008), they also reported that SEOsfitrad
substituted from AEM to REM in the post-SOX periasl SOX had made AEM more costly than REM (e.g.,
increased litigation risk associated with AEM).

The above results, taken as a whole, imply thatapers take into account potential costs and benefit
associated with their choice between AEM and REMilg/the primary concern of the aforementioned istid
is with the trade-off relationship between AEM a@REM as a means to meet earnings management olejgctiv
the other strand of REM research concentrates onoggic consequences of REM. For example, GunnyQR01
reported that REM was inversely associated withiresperiod earnings and cash flow performance, kwksc
consistent with the view that managers manipulateent-period earnings at the expense of futura fralue.
Using a sample of SEO firms, Mizik and Jacobsor®{20eported that to temporarily inflate stock paat the
time of SEOs, managers engage in boosting rep@aenings via cutting marketing expenses, but inlding
run, such managerial myopia leads to a declinéoickamarket performance.

Kim and Sohn (2010) reported that the cost of gaqeéipital increases with firms’ REM activities atit this
asset pricing consequence of REM was larger thanothAEM. However, none of the previous studiesRitM

has investigated whether and how REM of their tliams influences auditors’ determination of tlevél of
audit fees. Unlike AEM, the effect of REM on theéé of audit fees is ex ante not clear. On one h&iM
may have limited effect on the auditing fee level.

Real operation adjustments such as discounting gaiees, granting more lenient credit terms, catidg
overproductions, and reducing or deferring R&D amdlertising expenditures can be a result of optimal
business decisions. Thus, it is difficult for aod# to distinguish opportunistic REM from the opEna
adjustments based on optimal business decisionsn Exhen auditors suspect an opportunistic REMs it i
usually not their direct jurisdiction. As long agris comply with the existing GAAP in preparing ithignancial
statements, auditors may have a limited ratior@alehtirge higher audit fees to restrict the deteBEM. Then,
the extent of the opportunistic REM will not influee on the level of audit fees. On the other htimere is a
possibility that auditors may have incentives targe higher fees on their client firms engagingniore
extensive REM activities.

REM increases the complexity of reported accountingnbers by adding noise to accruals and cash ftowls
by distorting firms’ long-term cash flow generatiagilities (Kim & Sohn, 2010). In the process ofifygng
their client firms’ compliance with accounting stiands and detecting AEM, auditors require to putemo
resources to the firms with more extensive RENk liecause the reported earnings are more “contaedhby
different real operation manipulation activitiesdanecause the impacts of AEM and REM get entangled
distorting reported earnings. It can be difficutdamore resource-consuming to tease out the podfon
manipulated earnings through violating GAAP frorattthrough REM. Therefore, auditors need to rectveir
higher costs in the form of increased audit feewthAer aspect for the auditors’ incentives to cadrigher audit
fees on firms with more intensive REM relate to shareholder litigation risk. To the extent thatdstors fixate

on the nominal level of current earnings, stockgsiof such firms are overestimated.

However, this temporarily boosted stock prices fdiken investors recognize the true status of fircash flow
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generating abilities over time. If stock price mobkted by the upwardly manipulated earnings throAighl and
falls subsequently when the firm’s real fundameigadisclosed, shareholders may sue the firms’tarslior
their losses. If managers use REM in addition tdMABNd the extent of stock price boosting is thiggér than
when they use only AEM, shareholders are moreylikelsue auditors by holding them responsible &dirfg in
AEM mitigation. Because auditors know that litigattirisk increases due to adding REM to AEM, theyeha
incentives to be extant compensated for this irsgéditigation risk through higher audit fees. dstet with
this argument, Kim and Park (2009) documented dlditors care about REM in client change. Therefibiis
an empirical question whether REM is positivelyatetl to the level of audit fees, especially aftertmlling for
the effects of other audit fee determinants and AEM

2-The hypothesis of study

According to the existing literature and theory aesearch mentioned in the history of researcherfaellowing
research hypotheses expressed:

. In constant terms, the auditor in response to asmd levels of short-term accruals that could be
indicative of earnings management by a customghermifees are levied

. Assuming a constant other conditions, audit in @esp to increased levels of short-term accruals tha
could be indicative of earnings management byentlithe volumes are used more audit.

. With other conditions constant, auditing, in resporo increased levels of short-term accruals that
could be indicative of earnings management by doocusr, a more experienced personnel / specialise mo
(expensive) are used.

. With other conditions constant, gross profit coctted by the short-term accruals that could be
indicative of earnings management by a client)asgd.

3-Method and measure variables

According to the study to evaluate the effect adrsterm accruals on pricing and production Telwaudit
services in the securities market, so this study egnducted in terms of correlation among the studn this
study, the correlation between the variables testad then the regression model. In this studyattadysis, the
methods, the method of "data combination / fusientised. This technique (combination / fusion) ttie
combined cross-sectional and time series dataigshadw widely used by researchers. The proceduredses
that cannot be in the form of time series or cmestional issues, or when the number of data isikwsed. The
integration of cross-sectional and time series datd the need to use it, than to increase the numbe
observations raise the degree of freedom, reduséigtility and reduce the time between variablelénsar.

The variables of this study was to test the hypsebhethe three independent variables, dependentanicbl,
which are calculated as follows.

. Theindependent variable:
The independent variable used in this study, steont accruals.
. The dependent variable:

The dependent variable pricing audit services s&tan the following criteria:

Audit fees: the natural logarithm of the producstsa fees x hours / day x costs

The natural logarithm effort: the amount of effgpent during an audit shows.

The natural logarithm of the investment cost of &éloglit, the audit revealed that the cost of timeested in it
and the effects of more experienced workers / nedgensive (eg, labor composition) shows the natural
logarithm of the rising cost of sales (gross profintract auditor) Gross profit (profit margin) thie rising cost

of sales (sales margin) the contract reflects.

. Control variables

Control variables as other factors affecting pacaudit services include:

> Ratio of current liabilities: Current liabilities divided by total assets at #nd of the financial year are
achieved.

> Theratio of short-term investments: Short-term investments divided by total assethatend of the
financial year are achieved.

> Financial debt: financial debt divided by total assets at the ehtthe financial year is achieved.

> Return on assets. Net profit divided by total assets at the endheffinancial year is achieved.

> Long-term financial leverage of non-current liabilities divided by total assedt the end of the
financial year is achieved.

> Rates of depreciation expense, amortization expense at the end of the fiscal ged the average rate

of depreciation expense divided by the total daptiem of fixed assets at the end of the fiscalrywa achieved.
> Size: the natural logarithm of assets

> Ambivalent variable operating losses: virtual variable and if at the end of the finaala@ompany with
operating losses, the amount of which is assumée tband 0 otherwise.
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In this study to test the hypothesis of the stutlyegression models in combination / fusion isneated as
follows:

FEE, = fy+ ByLR .+ B,COL,, + B;STI, + B,FINL, + BsROA, + BoLEV, + B,CAP,,
+ BSIZE,, + [, LOSS,, + =,

HOURS,, =, + B,LR,, + (,COL,. + B;5TI,, + (,FINL, + S.ROA,, + [,LEV,, + (,CAP,,
+ BgSIZE,, + B, LOSS;, + =,

COSTHRS,, = g + B1LR;, + B,COL,, + ;STI,, + B, FINL,. + B.ROA,, + B.LEV,,
+ B,CAP. + B,SIZE, + f,LOSS,, + =,

FEECOST,, = fg + 3;LR;, + B2COLy + BoSTL + B FINL;, + B.ROA,. + BLEV,,
+ B,CAP,, + B.SIZE,, + B,LOSS,, +=,,

The model we have:
FFE ; : Audit fees (as the natural logarithm of the produmsts / fees x time / cost x hours) at the enthef
period t for company I.
HOURSE; : The natural logarithm of the audit effort, thmgpany | at the end of the financial year t.
COSTHRS; : The natural logarithm of the auditor's fee whem ithvestment firms | at the end of the financial
year t
FEECOST ;;:The natural logarithm of the rising cost of salgsss profit contract auditor) of the company | at
the end of the financial year t
LR j;: Short-term accruals firm | at the end of thedisgear t
COL ;;: Current debt ratio of firm | at the end of thecfl year t
STL ;;:The ratio of short-term investments Firm | at &mal of the fiscal year t

FINL ;;: Financial debt of firm | at the end of the fikgaar t
ROA ;: Return on assets of firm | at the end of therfgial year t
LEV ;;:Long-term financial leverage of firm | at the ewftthe financial year t

CAP ;; :Rates of depreciation expense of firm | at the efithe financial year t
SIZE i;: The size of firm | at the end of the financiahyé¢
LOSS ;;: Ambivalent variable operating losses of firm ki end of the fiscal year t
The pre-estimate regression models to test hypeshes four case studies, the choice of model fad pa
regression model. Then, using the F Lymer tesgnated data model to the data model combined (fféetts)
will be discussed.
4-Community sample
The population of this research is companies ligtetehran Stock Exchange. Due to the extent afrisistency
between the population and the presence of somebarenof the following criteria to select the samphel the
sample of the above conditions are:
1. The company's financial year to the end of Marabth year.
2. During the years 2008 to 2012, the fiscal year ot changed.
3. By the end of fiscal year 2007 the companysied in the Tehran Stock Exchange.
4. The company's stock trades on the Tehran Stackdnge is done continuously over a month to shep t
trading of the shares is referred to happen.
5. The financial information required in order tdract the required data is available.
In this study, the sample of the population ofelistompanies in the Tehran Stock Exchange for énmah
based on the circumstances and noted that parheofpbpulation, are selected. According to the above
conditions, as a sample of 90 companies, weretselec
5-Hypothesestesting
In this study will be used to analyze data fronfedént tests, including descriptive indicatorshie descriptive
statistics and statistical methods in inferentiatistics. Inferential statistical tests that hdeen done on the
correlation test, t-test and multivariate lineagresssion well. Using correlation, in addition tstteg hypotheses,
the relationship between independent variablesth@ediependent and independent variables influerfeicigr
of the relationship (positive or negative coeffitjealso will be estimated. Because of the impdcthort-term
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accruals on pricing and production of audit serviceTehran Help securities deals, so this study eeanducted
in terms of correlation among the studies. In #higly, the correlation between the variables tested then the
regression model.
In this study, the analysis, the methods, the nbthib"data combination / fusion" is used. The famix(/
compilation) of time series data and cross-combitoggbther, it is widely used by researchers tolbéhey
cannot use this method in the form of time seriesross-sectional issues, or when the number af iddow, is
used. The integration of cross-sectional time sediéta and the need to use it, than to increasautnber of
observations raise the degree of freedom, reduséigtility and reduce the time between variablelénsar.

5-1-Thefirst hypothesistesting study
With other conditions constant, auditing, in resgoro increased levels of short-term accruals ¢batd be
indicative of earnings management by a customehehmi fees are levied. Before testing the hypothiesthe
entire company, the choice has been a model feesspn model. Then, using the F Lymer test integraata
model to the data model has been mixed. F Lymer tesults is presented in Table 1. F Lymer proiigbi
statistics in Table 1 below the 5% level of sigrafice, and so, to test hypotheses in the entirpaoy using
consolidated data is sought.

Table 1. Select the combined data from the combilza

FEE, = fo t B.LR; + B,COL, +B,STi;, + B,FINL;. + B;ROA;, + BLEV, + B,CAP,
model
+ B, SIZE, + B,LOSS,. + &,
Test P-value Degr ee of freedom Probability of test
F Lymer 7.50 (89,351) 0.0

Because of the lack of integrated data model datzombination to perform Hausman test to selectfittes
effects model combines the random effects modelbleas mixed. Hausman test result is provided inérab
Hausman statistic probability in Table 2 below &% significance level. Therefore, there is no gosakon to
reject the fixed effects model and fixed effectdeldo test the hypothesis of study should be used.

Table 2. Select a fixed effects model against éimelom effects model

FEE, =By + PR, + B,COL, + B;STI, + B,FINL, + fsROA, + BLEV, + B,CAP,,
model
+ BSIZE, + f,LOSS;, + &,
Test P-value Degr ee of freedom Probability of test
Hausman 17.94 9 0.0360

Fixed effects regression models combined effecthafrt-term accruals on audit fees during the 5-géady at
the level of companies, is presented in Table 3.

The results in Table 3 show that the impact of stevm accruals accounting fees, positive (29/Q)t b
considering the probability statistic t (6098/0nist significant. This indicates that audit fees aot influenced
by short-term accruals. In other words, the feegndépendent auditors of the company’s client’srsterm
accruals and short-term accruals, significantly,ndb affect the remuneration of the auditors. Tésults also
show that the control variables examined on aedis f no impact.

Results for F statistics show that the model wgsificant in general and with regard to Durbin-WaitStatistic
is no problem of autocorrelation. In addition, teefficient of determination adjusted results shbat about
18% study the total audit fee changes under tHaente of short-term accruals and control variabdésgarch.
The remaining amount of regression model with stiaé and probability statistics Jarque Bera 062d 0.34
which indicates normal regression residues. Givenlack of significant short-term impact of accruah audit
fees, the study hypothesis is not confirmed atdtiel of companies.
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Table 3. Short-term accruals regression modelrtipact on audit fees

variables coefficient t-test probability

constant 93/19 43/15 0000/0
LR 29/0 51/0 6098/0
COL 78/0 69/0 4899/0
STI -68/2 -58/1 1153/0
FINL -32/1 -39/1 1650/0
ROA -04/0 -18/0 8593/0
LEV -54/0 -06/1 2910/0
CAP -51/1 -77/0 4413/0
SIZE 06/0 67/0 5052/0
LOSS 19/0 79/0 4320/0

Durbin- F test Jaque Bera probability Jaque Adjustment Deter mination

Watson Bera deter mination of coefficient
of coefficient
2.182 0.0 0.34 2.16 0.180 0.171

5-2-Second hypothesistest
With other conditions constant, auditing, in resgoto increased levels of short-term accrualsdiiatrepresent
a customer-profit management, audit the volumetit@el more. F Lymer test results in Table 4 aresented. F
Lymer probability statistics in Table 4 for moreath5% level of significance, and so, to test hypséls in the
companies, using consolidated data is appropriate.

Table 4. Select the data integration data in coathon

HOURS,, =f,+5,LR,.+B,CCL, + B;STI. + (,FINL,. + .R0OA, +5.LEV.. + (-CAP,
del
mo + BSI1ZE, + B, LOSS 4 ¢,
Test P-value Degr ee of freedom Probability of test
F Lymer 0.76 (89,351) 0.9360

Due to the integrated data model combines data Hanigest to select the fixed effects model combthes
random effects model combination has been refudedression model combined effect of short-term wadsr
efforts spent by the auditors during the 5-yeaiqukeat the company's study, is presented in Tabkhg results
in Table 5 shows that the effect of short-term aals efforts spent by auditors as positive (0.28)t

considering the probability statistic t (0.2403h significant. This suggests that short-ternraas not affect
the effort spent by auditors. In other words, tffere spent by auditors independent of short-temwnporate
client’s accruals and short-term accruals; sigaifity, affect the effort spent by auditors. Theutessalso show
that the control variables examined by auditorgfiort, not the effect.

Results for F statistics show that the model issimgificant in general, but due to the Durbin-Véatstatistic is
no problem of autocorrelation. In addition, theulesof the adjusted coefficient of determinatitiows that the
entire study period, only 0.1% of change effortsrgfy auditors under the influence of short-teotraals and
control variables research. The remaining amountegfession model with statistics and probabiltitistics

Jarque Bera 0.33 to 2.23 which indicates the natynaf regression residuals. Given the lack of ffigant

short-term impact of accruals on the effort spgnabditors, the second hypothesis is not confiraeithe level
of companies.
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Table 5. The regression model the impact of skeritaccruals efforts spent by auditors

variables coefficient t-test probability
constant 5.85 21.69 0.0
LR 0.23 1.18 0.2403
COL -0.38 -1.29 0.1960
STI 0.46 1.64 0.1024
FINL -0.12 -0.55 0.5831
ROA -0.05 -0.59 0.5540
LEV -0.09 -0.55 0.5845
CAP -0.48 -0.79 0.4272
SIZE 0.01 0.76 0.4501
LOSS 0.02 0.19 0.8472
Dur bin- F test Jarque Bera probability Jarque Adjustment Determination
Watson bera determination | of coefficient
of coefficient
2.102 0.4372 0.33 2.23 0.001 0.020

5-3-Thethird hypothesistesting study

With other conditions constant, auditing, in respoo increased levels of short-term accruals Resah be

indicative of earnings management by a customenpee experienced personnel / specialist more (estpen

are used.

F lymer test results is presented in Table 6. Lyprebability F statistics in Table 6 more than 89 level of

significance, and so, to test the hypothesis alethel of companies, using consolidated data is@pyate.
Table 6. Selection of panel data from the combihezta

COSTHRS,, = [y + LR, + f,COL, + 3STI;, + B, FINL,, + B ROA;, + BLEV;,
model
+ [,CAR, + [,SIZE, + [,LOSS, + ¢,
Test P-value Degr ee of freedom Probability of test
F Lymer 0.43 (89,351) 1.0

Short-term accruals regression model combined itmpadhe cost of the time invested by the audithrsng

the 5-year study at the level of companies, isgeesl in Table 7. The results in Table 7 show timateffect of
short-term accruals over time the cost of investrbgrauditors, negative (-0.12) but considering ghebability

statistic t (0.2879) is not significant. This suggethat short-term accruals by the auditors difextathe cost of
the investment. In other words, the cost of thedtment by auditors independent of short-term aatpaclients
accruals and short-term accruals, dramaticallyctst of the investment is not affected by auditdtee results
also show that the control variables analyzed, el#gtion expense of efforts spent by auditors,ithgact is

significant and positive. Results for F statistsb®w that the model is not significant in genebalt due to the
Durbin-Watson statistic is no problem of autocatien. In addition, the results show that the doififit of

determination adjusted in the course of study, @lyo of the time invested by the auditors underitifiluence
of changes in the cost of short-term accruals amirol variables research. The remaining amoumégfession
models for the Jarque Bera has a statistic andapility of 0.46 to 0.79 for the Jarque Bera statishat

indicates the remaining regression is normal. Gitenlack of significant short-term impact on trestcof the
investment accruals by auditors predicted in thdystlso confirmed the companies are not.
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Table 7. Short-term accruals regression modeltipact on the cost of the time invested by the auslit

variables coefficient t-test probability
constant 8.70 59.33 0.0
LR -0.12 -1.08 0.2879
COL 0.02 0.10 0.9197
STI -0.08 -0.52 0.6027
FINL -0.01 -0.06 0.9557
ROA -0.05 -1.13 0.2590
LEV 0.02 0.25 0.8009
CAP 0.78 2.37 0.0185
SIZE 0.005 0.55 0.5826
LOSS -0.02 -0.36 0.7154
Durbin- F test Jaque Bera probability Jaque Adjustment Deter mination
Watson Bera determination of coefficient
of coefficient
1.952 0.4365 0.46 0.001 0.020

5-4-Thefourth hypothesistesting study

With other conditions constant, gross profit isaféd by the level of accruals short-term contractgative of
earnings management by a client can be placed., Tsimg the F lymer test integrated data modehéodata
model has been mixed. F Lymer test results areepted in Table 8. F Lymer probability statisticsTiable 8
below the 5% level of significance, and so, to tegiotheses in the entire company, using conselitidata is
sought.

Table 8. Select the data integration data in coathon

FEECOST, = B, + ;LR + f,C0L;. + ;ST + B, FINL;, + B-ROA,, + (,LEV,,
model
+ [.CAR, + [.SIZE, + (. LOSS,, + ¢,
Test P-value Degr ee of freedom Probability of test
F Lymer 10.35 (89,351) 0.0

Because of the lack of integrated data model datzombination to perform Hausman test to selectfittes

effects model combines the random effects modebleas mixed. Hausman test result is presented lite T

Hausman statistic probability Table 9 more thandigaificance level of 5%. Therefore, there is nod reason

to reject the random effects model and random &ffemdel to test the hypothesis fourth study shoeldised.
Table 9. Select the model of fixed effects, randdfacts model

FEECOST, = B, + B,LR, + ,COL,. + STl + B,FINL, + -ROA, + B.LEV,,
model
+ B,CAF, + SIZE, + (o LOSS, + &,
Test P-value Degr ee of freedom Probability of test
Hausman 14.64 9 0.1014

Random effects regression model combines shortdtepact of accrual accounting on gross profit dgitine 5-
year contract in the company's study, is preseint@éble 10.

The results in Table 10 show that the short-terpaich on gross profit accruals audit contract, pasi0.44),
but considering the probability statistic t (0.3%96 not significant. This suggests that short-texotruals
accounting effect on gross profit is not a contratiother words, gross margin contracted independeditors
of the companies clients short-term accruals amdtd4brm accruals, significantly, does not affecdsg profit
contract auditors. The results also show that tivgrol variables assessed on gross contract asditot the
effect. Results for F statistics show that the nhagleot significant in general, but due to the BinrWatson
statistic is no problem of autocorrelation.

In addition, the results show that the coefficiehtletermination adjusted in the total study penias$ about 1%
of the gross contract accounting changes underinth@ence of short-term accruals and control vdeab
research.

The remaining amount of statistical regression ehéal the Jarque Bera test of 4.31 and likelyemmain equal
to 0.12 which indicates regression is normal. Gittem lack of significant short-term impact on grgesfit
accruals audit contract, study time in the compafourth hypothesis cannot be confirmed.
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Table 10. Short-term accruals regression modehtipact on gross profit audit contract
variables coefficient t-test probability
constant 5.65 5.90 0.0
LR 0.44 0.94 0.3496
COL 0.71 0.81 0.4211
STI 0.22 0.20 0.8429
FINL -0.75 -1.05 0.2948
ROA 0.24 1.33 0.1830
LEV -0.15 -0.36 0.7217
CAP -0.33 -0.21 0.8348
SIZE -0.003 -0.04 0.9661
LOSS 0.09 0.43 0.6665
Durbin- F test Jaque Bera probability Jaque Adjustment Deter mination
Watson Bera determination of coefficient
of coefficient
1.595 0.8791 0.12 4.31 0.180 0.171
6-Conclusion

6-1-Conclusion of thefirst hypothesis study

The first hypothesis study was to follow this issueether the other conditions constant, auditingesponse to
increased levels of short-term accruals that chaldndicative of earnings management by a custohigher
fees are levied?

The impact of short-term accruals accounting feesording to the probability of positive t-statisis not
significant. This indicates that audit fees are influenced by short-term accruals. In other wottis, fees of
independent auditors of the company’s client’s stenm accruals and short-term accruals, signifigado not
affect the remuneration of the auditors.

The hypothesis concerning the lack of impact ornrémuneration of short-term accruals accountingtreoy to
previous research results, Gauls, Tsui (1998), Niedoal. (2005)is.

The assumption about short-term accruals no impaciudit fees, in accordance with the results etipus
research.

The results of this hypothesis with the resultshef test this hypothesis, suggesting that shom-ecruals fee
independent auditors of the companies clients dmatt$erm accruals, significantly, does not affébe
remuneration of the auditors.

6-2-Conclusion of the second hypothesis

The second hypothesis of the research is to stuglyssue whether the other conditions constanttiagdin
response to increased levels of short-term accrils could be indicative of earnings managementaby
customer, the volume of audit utilize more?

To investigate this hypothesis in the company'stdleom impact of accruals on the effort spent gy auditors
of the combined regression model was used, acapfdirthe results of the F Lymer test. The resuftshis
thesis are summarized as follows. The impact oftdleom accruals efforts spent by auditors as p@shut not
significant considering the possibility of t-stdiis. This suggests that short-term accruals rfectthe effort
spent by auditors.

The assumption about short-term accruals no impacthe effort spent by auditors, contrary to prasio
research results, Vetsvoy Gol(1998), Nikson amel (2005), Griftin et al (2009 ) respectively.

The assumption about short-term accruals no impadhe efforts spent by the auditors in accordamitle the
results of previous research Saymonik (1980), B&DDO), vice et al. (2003), Rajabi and Khosho€l0g),
respectively.

The results of this hypothesis with the resultshef test this hypothesis, suggests that effortatdme auditors
independent of short-term accruals corporate diantl short-term accruals, significantly, does aftect the
effort spent by auditors.

6-3-The results of the third hypothesis study

The third hypothesis study was to follow this issieether the other conditions constant, auditingesponse to
increased levels of short-term accruals that cteldndicative of earnings management by a custoanerpre
experienced personnel / specialist more (expensieysed?

To investigate this hypothesis in the company'stsiegom impact on cost accruals time invested teyahditors
of the combined regression model was used, acaptdithe results of the F Lymer test.
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The results of this thesis are summarized as fallow

The impact of short-term accruals time cost invédig the auditors, but the likely negative t-statiss not
significant. This suggests that short-term accrbglshe auditors also affect the cost of the inwestt. In other
words, the cost of the investment by auditors ietelent of short-term accruals corporate client® fdsults
also show that the control variables analyzed, el#gtion expense of efforts spent by auditors,ithgact is
significant and positive. The result of the tess thypothesis, suggests that the logarithm of & of the
investment was not a significant variable relatedraals. Short-term accruals, dramatically, thet afsthe
investment is not affected by auditors.

6-4-The results of the fourth study hypothesis

The fourth hypothesis study was to follow this essuhether the other conditions constant, grosstdesfel of
accruals under the influence of short-term congrabat can be indicative of earnings management by
customer, are? To investigate this hypothesis éndtitire company, the random effects regressionemmik
effect on gross profit accruals short-term conti@cthe level of auditing companies, chose to testfourth
hypothesis. The results of this thesis can be suinathas follows:

Short-term impact on gross profit accruals audibtiact, but given the likely positive t-statistis not
significant. This suggests that short-term accraaisounting effect on gross profit is not a corttréiw other
words, gross margin contracted independent audabrshort-term corporate clients accruals and stevm
accruals, significantly, does not affect gross iprobntract auditors. The result of the test thigdthesis,
suggests that a logarithmic increase in variabléngeprice (gross contract) with variable accrudl®k) no
significant relationship. The fourth hypothesis was$ confirmed in this study.

7-Discussion, conclusions and suggestions

The risk associated with higher levels of auditaan benefit accruals which reflect managementrisfito
adjust or modify audit fees, the answer. Basedreripus research in the field of audit fees andlpotion, has
been a model for audit fees, audit efforts, the pogition of the workforce and gross profit has beesated to
determine whether the activities of an auditor urttle impact of changes in short-term accruals #igh may
indicate the potential benefits of managementasqd. Unlike study (Aschelman and Nechel, 2010)rRireary
results of this study indicate that short-term aatg signed as positive audit fees as well as thelevaudit
effort, but not significant. These results do ngoort the H1 and H2. Also according to the saradystin this
study the relationship between accruals and thepmyshour (Combined Task Force) or the gross pamialysis
found. Overall, the study results showed that theitang effort and the level of their fees in respe to the
short-term accruals are independent, but indireictemce suggests that the auditing even if notfuHecost to
the customer refused, they may the effort and elellof their fees in response to an increased lgfvshort-
term accruals. (At least in the short run). Accogdio the results of Griffin et al., The resultsaindicated that
significant, but opposite effect on the debt awdinmission has investigated companies. This meatsahn
increase in the fee of the auditor to the compé#re/debt will be reduced. Considering the fact thatauditors'
fees, a category that concepts such as conseryadistrual quality, predictability profit, non-smbaotg and
time is appropriate, we suggest that further stidiethe relationship between remuneration audaos above
should be carried out.
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