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Abstract

Objective: Today, in the audit profession, identifying the factors affecting
audit fee is of particular importance in terms of its impact on the quality of
auditing and on the competitiveness of audit firms. The aim of this study is
to examine the versatility of digits distribution of financial statements with
Benford’s law and its effect on audit fee.

Method: To measure the variance of distribution of financial statement
digits with Benford law, the scoring practice by Kolmogorov-Smirnov
method was used. In this study, the data of 101 companies lidted in the
Tehran Stock Exchange, TSE, in the period 2007 to 2017 were collected
from Rahavard Novin software, financial statements and the official website
of TSE. The research hypotheses were tested by multivariate regression
model.

Results: Findings showed that the score distribution of the initial digits of
financial statements has a positive but non-significant effect on audit fee.
Also, for the distribution of last digits of financial statements, a negative but
non-significant effect on the audit fee was observred. In other words, the
deviation from Benford distribution for the first and last digits of financial
statements lacks positive and significant effect on audit Fee.

Conclusion: Based on Banford law, auditors can limit the distribution of
their investigation to the transactions that are suspicious and more likely to
be fraudulent. Therefore, auditors can be more accurate in their estimates of
the importance of distortion in audit program and audit pricing.
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