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		This study investigates whether the association between financial reporting risk and audit fees changed during 2000-2003: a time period marked by momentous and historic events for auditors. We find a positive statistically and economically significant relationship between financial reporting risk and audit fees paid to Big 4 auditors.  More importantly, we predict and find that the relation between financial reporting risk and audit fees strengthened significantly in 2002 and 2003, consistent with a shift in the way auditors priced risk, likely in response to the events surrounding the Sarbanes-Oxley Act of 2002.  Finally, we provide evidence that a commercially developed, comprehensive risk measure effectively proxies for an element of risk beyond what has traditionally been captured by various risk measures in audit fee models: namely, the risk that financial statements have been intentionally misstated.  We believe this risk measure will be of interest to future researchers. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: audit fees, financial reporting risk, audit risk, Sarbanes-Oxley

	
	

	
    

    
	

	
	
		JEL Classification: M49, M41, M43, G38

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Charles,  Shannon L. and Glover,  Steven M. and Sharp,  Nathan Y., The Association Between Financial Reporting Risk and Audit Fees Before and After the Historic Events Surrounding SOX (September 1, 2008). Auditing:  A Journal of Practice & Theory, Forthcoming,  Available at SSRN: https://ssrn.com/abstract=1275464
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Shannon L. Charles

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Brigham Young University  ( email )

			

			
			
				
				
				
					Provo, UT  84602
United States
801-422-1877 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Steven M. Glover (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Brigham Young University  ( email )

			

			
			
				
				
				
					Provo, UT  84602
United States
801-422-6080 (Phone)
801-422-0621 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Nathan Y. Sharp

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Texas A&M University - Department of Accounting]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Texas A&M University - Department of Accounting  ( email )

			

			
			
				
				
				
					4353 TAMU
College Station, TX  77843-4353
United States
979-845-0338 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      717

			

		
		
		
			Abstract Views

			    5,528

		

		
		 
		
			Rank

			   66,503

		

		
	


	
		
            
            	        3 Citations
		

	

	
		
			
				       43 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Financial Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,566

                                    

                                    
                                        PAPERS

                                           18,573

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ross L. Watts at Massachusetts Institute of Technology (MIT) - Sloan School of Management

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Applied Accounting - Practitioner eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Applied Accounting - Practitioner eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                            2,852

                                    

                                

                                
                            

                        

                    

                
	
                    Forensic Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Forensic Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              940

                                    

                                    
                                        PAPERS

                                              832

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        A New Measure of Accounting Quality*

                        
                            By
                                
                                
                                    
                                    Paul Hribar, 
                                    
                                
                                    
                                    Todd D. Kravet, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Do the SECâ€™s Enforcement Preferences Affect Corporate Misconduct?

                        
                            By
                                
                                
                                    
                                    Simi Kedia
                                     and 
                                
                                    
                                    Shivaram Rajgopal
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Do the SECâ€™s Enforcement Preferences Affect Corporate Misconduct?

                        
                            By
                                
                                
                                    
                                    Simi Kedia
                                     and 
                                
                                    
                                    Shivaram Rajgopal
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Internal Audit Quality and Earnings Management

                            
                                By
                                    
                                    
                                        
                                        Douglas F. Prawitt, 
                                        
                                    
                                        
                                        Jason L. Smith, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Political Connections and SEC Enforcement

                            
                                By
                                    
                                    
                                        
                                        Maria M. Correia
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Impact of Religion on Financial Reporting Irregularities

                            
                                By
                                    
                                    
                                        
                                        Sean T. Mcguire, 
                                        
                                    
                                        
                                        Thomas C. Omer, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Religious Social Norms and Corporate Financial Reporting

                            
                                By
                                    
                                    
                                        
                                        Scott Dyreng, 
                                        
                                    
                                        
                                        William J. Mayew, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Detecting and Predicting Accounting Irregularities: A Comparison of Commercial and Academic Risk Measures

                            
                                By
                                    
                                    
                                        
                                        Richard A. Price, 
                                        
                                    
                                        
                                        Nathan Y. Sharp, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Internal Audit Outsourcing and the Risk of Misleading or Fraudulent Financial Reporting: Did Sarbanes-Oxley Get It Wrong?

                            
                                By
                                    
                                    
                                        
                                        Douglas F. Prawitt, 
                                        
                                    
                                        
                                        Nathan Y. Sharp, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.112 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

