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Abstract

Auditing profession faced many lawsuits and also the extent damage of these lawsuits during the last
two decades. Adverse consequences of these lawsuits are very severe for audit society and in this
position the foundation of it become weaken. Therefore this paper studies the lawsuits against Iranian
auditors and it's relationship with the audit fee. Thus, in this paper by studying literature of auditing,
first we identified 11 effective factors on litigation risk of auditors and then according to the data of
100 firms listed in Teheran Stock Exchange, we studied their effects on audit fees for the time period
2009 to 2014. The results indicate that in Tehran Stock Exchange, among 11 factors, only three of
them which are effectiveness of the client's internal control system, the auditor's independence and
ownership concentration have significant effect on the audit fees. These results suggest that the
independent auditors don’t pay much attention to the litigation risk and the audit fee is usually based
on volume of audit effort and it is not be affected by the litigation risk premium.
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4 Quasi Rents

® Professional liability Insurance Rates
® to leave the profession

" Litigation Risk
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! Big Six

2 Center for Audit Quality(CAQ)

% Institute of Chartered Accountants in England and
Wales (ICAEW)
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® Client Characteristics

¢ Auditor Characteristics

" Expected Benefits of Legal Action

8 Effectiveness of the Client's Internal Control System
® Revenue/Receipt Cycle

19 Expenditure/Disbursement Cycle.
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! Auditor’s cost function

2 Audit Effort Cost

% Price Premium or Risk Premium
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2 Auditor Independence
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! Liquidity Problems
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2 Ownership concentration
® Ownership Dispersion
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! Initial Audit
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! High-Tech Industry
2 Legal Regime or Legal Environment
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! Disclosure Score
2 Rate Of Independence
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! Initial Audit
2 Rate of Return Average
 Number of Transaction
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