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Abstract: The objective of this study is to evaluate theipertce of audit and non-audit
fees for investors in Canada. Results from a samipt®mpanies between 2005 and 2010
show that higher ratios of non-audit service feeaudit fees, are perceived negatively by
investors.

I. Introduction

The reputation of auditors independence was sevshalken by the financial scandals at the end
of the 1990’'s by companies such as Enron, Worldcamd, Parmalat. Regulatory authorities reacted by
proposing new standards to ensure the independgrmeditors. Consequently, in November 2000, the
Securities and Exchange Commission (SEC), the atmyl body for financial securities in the United
States, required that companies publish the auditreon-audit fees that they pay to allow investors
better evaluate the auditor's independence. Subsdéigu Canadian regulators adopted the same
disclosure requirements.

There are two schools of thought regarding theafgthat can be sent to investors by significant
non-audit fees compared to audit fees. One linghitking believes that this signals a problem of
independence for the auditing firm and that thisuldohave the effect of hindering the credibility of
financial statements (Franketlal., 2002). Another line of thinking considers tha gignificant non-audit
service fees would have the effect of increasing tbnfidence level towards financial statements.



According to this argument, significant non-audie$ would imply that the auditing is conducted by a
firm that wishes to preserve its reputation inrfrerket for non-audit services (Ashbaugglal., 2003).

Significant audit fees can also send mixed sigtlavestors. Significant audit fees can signal a
high quality audit. In such a case, significantsfeasay instill greater confidence towards the fimanc
information (Antleet al., 2006). However, significant audit fees may algmal to investors that the risk
of uncertainties in the accounting information igher than anticipated, thus requiring more exhagst
auditing (Bédard and Johnstone, 2004). In this,caségnificant audit would be treated negativehtiie
market. As we will see further, some authors ald@e that significant total audit and non-audiédg can
engender an independence problem for the audittheénsame manner that high non-audit fees alone
could generate.

Numerous studies have examined audit and non-ded# These studies focus on different
subjects such as financial statement restatemé&tdgh(inandaret al., 2003), earning management
(Frankelet al. 2002; Asbaugtet al. 2003; Chung and Kallapur, 2003; Antle and Gordd@&), opinion
on the on-going concern (Deforatl al. 2002) and audit fees of previous exercises (Chqu29as).
However, to the best of our knowledge, no study atiempted to establish a link between the market
value of companies and the audit and non-audit fdasthe present study, we use a valuation model
similar to that of Ohlson (1995), in order to exaithe perception of investors regarding the médion
on audit and non-audit fees of Canadian compaihiasintegrate the S&P/TSX 60 index. Our sample
includes all companies listed on the S&P/TSX 6Gindn December 31, 2010, and extends over a period
of six years, between 2005 and 2010.

Our study contributes to previous literature byluding new empirical observations of audit fees
and non-audit fees. Its originality lies in thetféwat it examines the effect of information traitsed by
audit and non-audit fees on the market value ofpaies. Moreover, this study uses Canadian datie whi
few Canadian studies have examined the issue @f &l non-audit fees.

The results of the study show that the market vafummpanies listed on the S&P/TSX 60 index
is negatively influenced by significant non-audie$ as compared to audit fees. This result suptiats
school of thought proposing that significant nowliaifees can signal an auditor’s lack of indepemden
At the same time, the results of the study do Hlotvaus to establish a link between audit fees toed
market value of companies.

The present article is organized as follows. Tha Section presents the existing studies and the
formulation of hypotheses. Afterwards, the methodgland the data utilized are described in detail.
Subsequently, we discuss the study results anémtrése conclusions of our study, its limits, andraues
for future research.

Il. A review of previous studies and hypotheses

Investors find in the audit some degree of securdpcerning the reliability of the financial
information. The level of security depends on tlegcpption that investors have of the audit quality.
According to DeAngelo (1981), audit quality deperaisthe ability of the auditors to be sufficiently
skillful to identify the inaccuracies pertainingttee financial information, and sufficiently indeyient to
expose and correct such inaccuracies. Researchuditorss independence is considerably more
preponderant than one’s on competency. This is tduthe fact that there is more available public
information enabling investors to assess the indegece between the auditor and the entity beingealid
than there is information to evaluate the competesfcauditors. The SEC'’s requirement regarding the



disclosure of audit and non-audit fees was maieltided to help investors to form an informed agini
on the independence of the auditors (Raghunaetddn 2003).

i- Hypothesis regarding non-audit service fees for elation of auditor independence

There are two major schools of thought regardirgdbaluation of auditors’ independence. The
first of these visions considers that auditor'seipendence is measured by the total amount of auddie
generated, regardless of whether or not they datectkto audit (Ashbaugtt al. 2003). In this case, it is
the risk of losing all of the audit and non-auait$ that affects the judgement of the auditor. Hewaet
has to be noted that this school of thought isthetmost widely held because many studies havedfoun
results contradicting it. In fact, the most comnyoméld view is based on the importance of the nadita
service fees vis-a-vis the audit fees (Framkal, 2002; Simunic, 1984; Beek al., 1988 and DeFond and
Surammanyam, 1998). According to this reasoning;-anadit service fees hinder independence because
the auditor could become deliberately complaisageiicy theory) or simply complaisant (behavioral
literature) with the entity being audited in ordermaintain consulting contracts (Franietlal., 2002).
Even if either of the preceding theories can exptaiditors’ biases, the relationship between Sicamit
non-audit service fees and earning management mentia¢ same. In fact, in both cases, the auditor i
likely to yield to pressure from clients when pidmnal fees related to non-audit service feeshavo
significant income for the company offering the ihgdrvices (Frankedt al., 2002).

According to the previous analysis, auditor’s objety can be compromised by significant non-
audit fees and the wish to avoid antagonizing thditad firm in order to maintain the business
relationship (Simunic, 1984 and Beek al., 1988). For example, in the case of the Enron fir@nc
scandal, the auditing firm was receiving audit fe€25 million dollars and non-audit service fe¢<2@
million dollars (Kinney and Libby, 2002). Many obgers hinted that the auditor Arthur Andersen was
confronting a problem of independence. The focumision-audit fees because it is easier for théedid
not to renew non-audit contracts than audit onéss Tan be explained by the fact that an audited fi
may find it quite difficult to dismiss its auditoeven if the latter is not accommodating on earning
management, because changing auditors can sendgativee signal to investors (DeFond and
Subramanyam, 1998). The results by Fran&elal. (2002) support the view that a diminished
independence is associated with significant noritaiggs, as the latter may be linked with more
significant discretionary accruals and a reductioshare value. Furthermore, the study by DeFairal,
1998, finds a positive relationship between thengeeof auditors and earnings management.

Arrufiada (1999) proposes that the auditors stroimglglved in non-audit services would have a
great desire to preserve their reputation, in otd@nsure that their ability to sell their sergide the rest
of their clients is not compromised by satisfyimgyane in particular. If investors held this viewgt
credibility of accounting information provided bgropanies presenting significant non-audit servies f
is favorably increased. Therefore the stock valfithese companies should benefit from the investors
confidence on the accounting information they wselfeir analyses (Franket al., 2002).

Hence, it is suggested by the first hypothesisisf $tudy that there should be a negative relation
between non-audit service fees and the stock valNete that this hypothesis is coherent with the
predominant view that this type of fee resultshnradependence loss for the auditor (Framkel., 2002;
Simunic, 1984; Beckt al., 1988 and DeFond and Subramanyam, 1998).

Hypothesis 1. The market value of companies is negatively related to the ratio of non-audit
service feesto audit fees.



Should it happen that the relation be positive aigmhificant, we would have to retain the alternativ
explanation, stating that a much greater indepesedtm protect the reputation of the auditor is eisded
with important non-audit fees and that consequehiycompany market value is positively impacted by
higher ratios of non-audit to audit fees.

ii- Hypotheses regarding audit fees and the measuremeatt audit quality

We have already talked about the possible reldtigstveen substantial audit fees and the auditors’
independence, but besides that link, the literaslse documents a connection between substantiil au
fees and audit quality. In relation to audit quyalsignificant audit fees can be seen in two défe ways
by investors. First, audit fees can be perceived sign of high quality work. In fact, auditors gagrform
audit extensive work when they wish to protectrtheputation and limit the risk of litigation assated
with potential manipulation risks by the firm beiagdited (St. Pierre and Anderson 1984; Palmro8&;19
Beckeret al. 1998; Heninger 2001). Concerning this point, Frardteal. (2002) found that earning
management was less important when significantt deels were higher. According to this interpretatio
higher fees increase the confidence of investaarting accounting information. This greater cosfide
should be reflected in lesser risk perception &edefore a positive relation between audit feesstock
value.

On the contrary, significant audit fees can de@emmestor confidence in the accounting
information. According to Bédard and Johnsta2@04, significant audit fees can arise becausetiot
firm estimates that the risks of inaccurate finahdata are more important, thus increasing the afs
judicial litigation. The results found by Antkt al. (2006) support this view, exhibiting a positive and
significant relation between audit fees and earmragmagement. In this case, the signal sent to rsaike
that the accounting information is less reliableicts a lesser confidence vis-a-vis the accounting
information increases the risk of investing in ttmmpany and will have a negative effect on thekstoc
value. In addition, significant audit fees can atempromise the independence of the auditor acogdi
the hypothesis proposed by Ashbawgtal. (2003). This will decrease the credibility of thecaunting
information and will have a negative effect on tharket value of the company.

Thus the second hypothesis elaborated in the presedy recognizes a negative association
between significant audit fees and the qualityhefaudit. Hence, we expect the following relatidgpsh

Hypothesis 2a): There exists a negative relation between audit fees and company market value.

It has been said that the quality of the auditedels on the capacity of the auditors to identify th
inaccuracies of financial information, and havihg hecessary independence to demand the corredtion
these inaccuracies (DeAngelo, 1981). Thus, hypattzss conforms to the provision for risks of judici
litigation (Bédard and JohnstorZ)04) and the loss of independence (Ashbaigih, 2003) that should
have a negative effect on the market value of tmepany.

In the event that the results show a significarsitp@ relation, we would have to conclude that
high audit fees are a sign that it is the high igyaaf work conducted during the audit that takeqedence
and thus are predominant.

The same model will be re-examined by considerlmgpamal audit fees instead of standard audit
fees. This more sophisticated model will allow asonsider if investors react to what could be etqub
in terms of audit fees considering the charactesisif the company.

Hypothesis 2 b): Thereis a negative relation between abnormal audit fees and the company market value.



The abnormal audit fees will be established bydifference between the actual audit fees and
those established by model estimate. The estimdltdake into account the size, complexity, and the
inherent risk of the company. These parameters retagned from the meta-analysis of Haal. (2006).

We shall discuss, to a greater extent, the estiofaibnormal audit fees in the next section.

lll. Model, methodology, and sample

The model employed in this study is based on Qfds(l995) design. The model, presented in
equation 1, uses two fundamental variables to @xglze price of a share; the accounting value of
shareholder's common equity (BYand the company’s earnings (EARThe variables associated with
the research hypotheses are then added to equatans3. The three equations are presented below:

MV = Bot+ P1BV it + B2 EARj i+ € (1)
MV ;= Bo+ B1BV i + B2 EAR + B3 NAFR + B4 AF i+ € (2
MV ;= Bo+ B1VCA; + B2 BENj:+ B3 NAFR; + Bs AAF i1+ e ¢ 3)
where

MV i = market value of firnm six months after year-end

BV, = book value of common equity of firmat year-end;

EAR;; = earnings available to common shareholdefism i at year-end ;

NAFR;; = ratio of non-audit fees to audit fees of firet the year-ent;

AF;; = Natural logarithm of the audit fees of fiirat the year-ent];

AAF;; = abnormal audit fees of firimat the year-end;

£ it error term.

Note that we anticipate positive and significaneficients for B\, and EAR,, for all three
equations. Equation 2 adds to the base model tireafanon-audit fees to audit fees (NARRand audit
fees (AFy). This equation allows testing hypotheses 1 andyaxamining the coefficients associated
with each of these variables. The expected coefficis negative in the case of the ratio of nonitaiod
audit fees, as suggested by the stream of litergitmposing that independence diminishes with lighe
non-audit fees. We also anticipate a negative et for the audit fees because it is an indicafaisk
of judicial litigation confronted by the auditors a lessened independence of the auditor vis-dhés
entity being audited. In order to estimate theealdelxplanatory power of these two independent biasa
the R of equation 2 will be compared with equation’s ihafly, in equation 3, audit fees are replaced by
abnormal audit fees (AAF in order to test hypothesis 2b. The anticipatedfioient of abnormal non-
audit fees — as well as that of audit fees— is tiegdecause the hypothesis states that therdliik a
between costs and a higher audit risk. The resiilise third equation are analyzed in the samedasis
those of the second equation.

We should highlight that the abnormal audit fee®guation 3 are calculated by taking the
difference between the normal theoretical audi feed the actual audit fees. The normal theoreticdit
fees are determined on the basis of indicatorssfee, complexity, and company's inherent risk.
According to the meta-analysis of Hetyal., 2006, these are the most pertinent criteria famesing the
variability of the audit fees. In fact, let us nolet size, by itself, explains up to 70% of theiataility of
the audit fees (Hast al.; 2006).



The natural logarithm of total assets is the refor firm size, allowing us to consider the
economies of scale prevalent in an audit. Totadtassere the most common indicator for size, appgar
in 76 studies in the meta-analysis conducted bydtal; (2006). For purposes of comparison, the second
most used metric is total sales, which is only @ered in 15 studies. According to Hetyal. (2006), the
most frequently measurements used to assess catypéar, by order of importance, number of
subsidiaries, number of foreign subsidiaries, tivalmer of SIC codes applied to the company, and ramb
of business segments. The available informatiorCanadian firms does not allow us to easily identify
subsidiaries and Canadian securities are mainlceamarated in natural resources. Consequently, the
retained indicator will be the sum of the numbebos$iness and geographic segments as revealed in th
notes on segmented results of operations. The amatiysis conducted by Hay al. (2006) established
that the most frequently used measurement of inbeigk is the sum of receivables and inventory. We
have instead opted to estimate inherent risk byatie of net fixed assets to total assets. Themale for
this choice is based on the assertion that fixesttasare among the less risky balance sheet’s.items
Consequently, we anticipate a negative relationvéenh the abovementioned ratio and audit fees. The
following model is used to estimate normal auditste

NAF i; =Bo + PB1 LNAssets; + B, NSectors; + B3 NCA;; +¢; 4
Where

NAF;; = Normal audit fees of firmat the year-end;

LNAssets; = Natural logarithm of assets of firm at thaendt;

NSectors; = The sum of the business and geographical sgigroéfirmi at the

year-end;
NCA i = The ratio of net fixed assets to total asséfsm i at the year-end ;
£ it = error term.

The regression analysis is employed to estimaenthdel coefficients using sample data. The
normal audit fees are then calculated by emplotfrege coefficients. Afterwards, the normal audésfe
are subtracted from the actual fees to identify dmormal audit fees that are used in turn as an
independent variable to explain the market valueoofipanies.

Tablel. Statistical analysis of the model for estiating normal audit fees

Variables* Coefficients t°
Constant -56,322,57 -15.757
LNAssets 2,590,71! 17.117
NSectors 319,05t 5.1
NCA -1,903,50: 418"
N 33C

R2 0.7t

R2-adjusted 0.5¢

Durbin-Watson 0.52

1 ‘NAF;; = Amount of normal audit fees t in exercise t fompany i; LNAssets = Natural logarithm of the
total assets of exercise t for company i; NSegtersThe sum of the number of business and geographic
segments of the company according to the note aorsbased information in the 2010 financial statats of
company i; NCA = The percentage of net fixed assets to the &sisdts of exercise t of company i.

2p<0.01; * p< 0.05; * p< 0.1 (Unidirectional test when the sign is known)



The results of our calculation of abnormal audisfeare shown in Table 1. The model was
significant and able to explain 58% of audit fees dompanies included in our sample. In addititwe, t
three variables are shown to be significant. Finatishould be noted that the results presentéhlrie 1
indicate that the ratio of net fixed assets toltassets, intended to convey information aboutsade
inherent risk, was linked to smaller audit feesnt& the coefficient associated with this variaisle
negative and significant. It is important to higfii that the meta-analysis conducted by Easl. (2006)

did not identify any research that used this véeia@nd that a more recent literature review did fimat
either any article employing it. The ratio of fized assets to total assets as a factor that esdaterent
risk is, consequently, a new variable that futesearch may consider to estimate audit fees.

Sample

The sample comprises the constituent compani¢iseo6&P/TSX 60 index as of July 1st, 2011.
This index includes the largest Canadian public games. The sample covers a period of six years;
specifically, the fiscal exercises between 2005 201tD. The number of possible observations is there
360. Of this number, 30 observations were remowgdtd missing information.

The value of common shares was obtained from theniBon Reuters database. Book value,
profits, total assets, the number of business @agjgphic segments, net fixed assets, and the murhbe
common shares were taken from the financial statesyensulted on the SEDAR website. The non-audit
service fees and the audit fees were compiled frdarmation circulars that were also consulted log t
same website.

IV. Results
a) Descriptive analysis

The descriptive statistics of the different valésbused in our analysis are shown in Table 2. The
size of companies measured by both the market vataethe book value, shows substantial spreads
between the smallest and the largest companiesavdrage market value is 17.8 billion Canadiancds)!
with a standard deviation of 15.9 billion. The skesti market capitalization is 1.2 billion (Yellowddia
in 2011) while the largest is 78.6 billion (Royahrik in 2011). Book value extremes oscillate betwaen
minimum of 39 million (Tim Hortons in 2005) and aarimum of 42.3 bhillion (TD Bank in 2010). The
average book value is 8.4 hillion with a standaediation spread of 7.2 billion. The average netuahn
profit is 1.1 billion with the widest differencenging from a negative 4.2 billion (Barrick Gold2009) to
5.9 hillion (Encana in 2008).

On average, companies in the sample spend in ¢agsakrvices $0.41 per dollar of audit fees. It is
interesting to mention, for the purpose of compuarjshat Frankedt al. (2002) found that non-audit service
fees represented approximately 70% of total auglgsfin a sample of American companies having
published their proxy statements in 2001. The aimlgf the data in the present study indicates ttiat
smallest ratio was exhibited by TransAlta in 20@bfact, in 2005, TransAlta only paid a sum of $)2n
non-audit fees compared to audit fees of over #anibollars. The highest ratio, 2.37, belongs boj$ers
Drug Mart in 2010. The average audit fees of corgsagomprising the S&P/TSX 60 Index were 5.5
million with a standard deviation of 6.4 millionrfthe six years studied. The highest audit feed (2.6
million) was exhibited by Manulife Financial in 200while the smallest fee, $203,000, was paid by
Canadian Oil Sands in 2005.



Table 2. Descriptive Analysis of Datd

Variables’ Minimum Maximum Average Standard
deviation
MV 1,23¢ 78,556 17,80( 15,90(
BV 39 42,30: 8,38( 7,827
EAR 4,27¢ 5,94/ 1,12( 1,27¢
NAFR 0 2.37 0.41 0.341
AF 0.z 27.€ 5.E 6.4
N 33C

b) Basic model to explain the market value of a compan

The results of the regressions are shown in TakBeginning with the results of equation 1, weenot
that the two variables of the base model, BAhd EAR, are significant and explain 65.8 % of the variance
in the market value of companies. According to \ie-statistic values, the regression is not affddig a
bias due to the collinearity of the independentaldes. Thus, it is possible to conclude, on th&daf this
regression analysis, that the two basic variahlggested by Ohlson (1995) sufficiently explain mharket
value of companies in the sample.

Table 3. Statistical Analysis of Base Model Analys

Equation 1 Equation 2 Equation 3
Explanatory Expectec | Coefficient® t Coefficient t Coefficient’ t
Variables® Sign
Constar 3.82¢ 5.0 9.51F 1.0¢ 5.35¢ 4.84”
BV + 1.1F 12.857 1.147 10.44” 1.12 11.917
EAR + 3.8¢ 7.0C” 3.8 6.9¢” 3.8¢" 6.97
NAFR - -3.1077 -1.9¢" | -3.01C¢°7 -1.97
AF - -289.8 -0.4¢
AAF - -9.42 -0.07
N 33C 33C 33C
Rz 0.65¢ 0.66: 0.66:
Increas in R? 0.65¢" 0.00< 0.00<
AdjustedR? 0.65¢ 0.65¢ 0.65¢
Durbin-Watsor 1.0¢ 1.0¢ 1.0¢

% With the exception of the variable NAFR, finanaiaita are stated in thousands of Canadian dollars.

* MV = The market value of common shares of company irginths after the closing date for financial staats
of exercise t multiplied by the number of commoumrgls in circulation at the end of exercise t ;; B¥Y The book
value of the assets of ordinary shareholders ofpamy i at the end of exercise t; EAR The net profit of company
i for exercise t; NAFR = The ratio of non-audit fees and audit fees fareise t of company i; AF = The natural
logarithm of audit fees for exercise t and compiany

® With the exception of the variable NAFR, finanaiaita are stated in thousands of Canadian dollars.
® p<0.01; ** p<0.05; * p< 0.1 (unidirectional test when sign is known)

” Financial data stated in thousands of Canadidardol



In equation 2, the inclusion of variables NAFBnd AR, linked to the research hypothesis, adds
very little to the explanatory power of the mod€hey increase the adjusted Rom 0.656 to 0.658.
However, this increase in the R2 is not significa®dnsidered individually, the ratio of non-auditaudit
fees (NAFR;) presents a negative and significant coeffici@ietording to this result, hypothesis 1 must be
accepted because higher ratios of non-audit feasdii fees have a negative effect on the markeevaf
companies. This result supports the school of thbpgoposing that the objectivity and the indepergeof
auditors are compromised by non-audit fees (Fraekell., 2002; Simunic, 1984; Beckt al., 1988;
DeFond and Subramanyam, 1998). It is also compatitith the research by Frankel al. (2002)
associating significant non-audit fees with thesprece of more important discretionary accruals. Our
regression analysis shows as well that the coeffichssociated with audit fees (ARurned out to be non-
significant for explaining the market value of campes. However, it is important to highlight thatripaps
investors may not react to audit fees, but ratbexinormal audit fees. Consequently, equation 3iders
the abnormal audit fees instead of audit fees. ddefficient associated with the abnormal audit fees
variable (AAF,) is not significant. Therefore, it seems that abmal audit fees, such as those measured by
the model, are not considered by investors wheesasgy the market value for companies. Consequently
hypothesis 2b is not supported by the sample slualiel the methodology used. Finally, we note that t
increase in R2 between model 1 and model 2 isignifigant.

These results suggest that in the Canadian coritexistors frown upon significant ratios of non-
audit fees to audit fees. Consequently, the schbdhought suggesting that non-audit fees reduee th
perceived independence of the auditor prevails dwerargument that auditors seeking to keep noit-aud
revenue will conduct better quality audits for tipatrpose. The results are consistent with the tewil
Frankel et al. (2002) who found in the American context, a linkiviieen non-audit fees and higher
discretionary accruals, thus supporting the vieat tiigher non audit fees will lead to auditor’'sKaaf
independence. In addition, these results refuteetlud Ashbauglet al. (2002) which suggested a negative
relation between non-audit fees and earnings manage

V. Conclusion

The financial scandals that took place at the ehthe 1990s’ tarnished investor confidence in
financial information and auditor independence. Agothe measures that regulatory authorities
implemented, there was the requirement for puldimganies to disclose the audit and non-audit fests t
they paid. The aim of this research is to determvhether this information was taken into account by
investors to assess the market value of the coestittompanies the S&P/TSX 60 index between 2005
and 2010.

On the basis of a model drawing on Ohlson (1966),results clearly show that investors react
negatively to higher ratios of non-audit servicesféo audit fees. Many previous research studieady
associate significant non-audit service fees teducetion in auditor independence (Frandéedl., 2002;
Simunic, 1984; Beclet al., 1988; DeFond and Subramanyam, 1998). The resfiltbe study tend,
therefore, to support and substantiate the reqeintsnof Canadian and American regulatory autheritie
regarding the public disclosure of non-audit sexrVi@es in order to provide investors with the opyuty
to better assess the independence of auditors.

The coefficients associated with audit fees ambahal audit service fees are deemed to be non-
significant. The non-significant impact of totalciiufees as a measure of audit quality was preljous
supported by Franket al. (2002) and by Ashbaugi al. (2003). For their part, Chet al. (2006), found
that abnormal audit fees decreased the independefcauditors, measured by more significant
discretionary accruals.
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This study makes a number of contributions to mewiliterature on the subject of audit and non-
audit fees’ informational content. In fact, in atitath to supporting certain streams of the existitegature
on the topic, this study is also innovative in emse that, to the best of our knowledge, no stadyever
analyzed market perception of audit and non-aeaisf The results tend to indicate that only theaatit
service fees have an influence on the share poicdlse market, and could be of interest to divenaeket
players, such as investors, public companies, atgyl bodies, and auditing firms working for public
companies.

As in all research, this study presents certaitdi. The article by Hagt al. (2006)constitutes an
indispensable reference for anyone who would likartprove our model to estimate normal audit fées.
is possible that a more precise measurement of aloaudit fees would have resulted in different
conclusions regarding the use, by investors, ofoahal audit fees to assess the market value of a
company. Also, the introduction of internationarstards on January 2011 may have led to an increase
of non-audit fees and abnormal audit fees duriegptieceding years before the implementation ohdve
standards. It is possible that consulting fees viecarred during this transition or that supplenaeynt
audit work was necessary in adopting of the newdsteds to follow. It is therefore likely that these
supplementary fees influenced the results of thidys Consequently, a new research study couldlggss
control for this factor.
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