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DETERMINATION OF AUDIT FEE: ANALYSIS OF
AUDIT QUALITY, COMPANY CHARACTERISTICS,
AND OWNERSHIP STRUCTURE

ABSTRACT

This study uses quantitative methodology to examine the factors that influence audit
fees in companies listed on the LQ45 index from 2019 to 2023. The independent factors
studied were audit quality, company size, company complexity, company risk, manage-
rial ownership, and institutional ownership. Data collection was carried out by purposive
sampling, resulting in 115 observations from 32 companies over a five-year period. This
study uses two estimation models, namely Ordinary Least Squares (OLS) and OLS with
robust standard errors, to test the reliability of the results and minimise potential het-
eroscedasticity. The research findings show that audit quality, business complexity, firm
risk, and institutional ownership have a positive and significant effect on audit fees. This
suggests that auditors set higher fees for companies with high levels of operational risk
and complexity, as well as the influence of strong institutional ownership, due to the
high need for oversight and assurance of the independence of financial statements. On
the other hand, firm size and managerial ownership do not have a significant effect on
audit fees, which suggests that these factors are not always the main determinants in
determining audit fees. This finding supports agency theory, which emphasises that
audit fees reflect a mechanism to mitigate conflicts of interest between shareholders
and management. Thus, audit fees act as a form of control and protection against the
risk of asymmetric information. This research provides insights for companies and au-
ditors to develop effective audit fee management strategies and strengthen accountable
and transparent corporate governance.

Keywords: audit fee, audit quality, company complexity, company risk, managerial
ownership, institutional ownership

JEL Classification: M42, G32, M41

INTRODUCTION

Financial statements are the main instrument in representing the company's financial
condition and become the basis for stakeholders in making economic decisions. Man-
agement has the responsibility to prepare accurate and credible financial statements,
but challenges in assessing the quality of financial statements still often occur. There-
fore, the involvement of external auditors is important to ensure that financial state-
ments are reliable and in accordance with applicable standards.

Conflicts of interest between company owners and management often lead to uncer-
tainty over the reliability of financial statements. In this context, external audits are
needed to increase transparency and trust in the information presented. One important
component of the audit process is the audit fee, which reflects the complexity and risk
faced by the auditor during the audit.

Audit fees are compensation paid by the company to the auditor through a negotiation
process, which is influenced by various factors such as auditor quality, company size
and complexity, and risks inherent in business operations. Differences in interests be-
tween auditors and clients in determining audit fees can affect auditor independence
and ultimately impact audit quality. Therefore, understanding the factors that affect
audit fees is crucial in maintaining audit quality and financial statement integrity.
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Audit quality plays an important role in ensuring the transparency and accuracy of financial statements, while larger
companies with complex business structures generally require more in-depth audits. Organisational complexity, company
risk, and ownership structure are also elements that determine the amount of audit fees. The interaction of these factors
creates interesting dynamics in the context of external audit planning and execution.

However, the influence of each factor on audit fees is not always consistent and may differ depending on the characteristics
of the company, industry sector, and regulatory environment. Therefore, empirical analyses are needed to provide a deeper
understanding of how various firm characteristics affect audit fees.

Several empirical examples illustrate these dynamics. For example, PT Telekomunikasi Indonesia Tbk and PT Bank Negara
Indonesia (Persero), a state-owned enterprise audited by a Big Four KAP, consistently report high audit fees in line with
the complexity of their operations and the need for strong audit assurance. In contrast, medium-sized manufacturing
companies with predominantly managerial ownership and using non-Big Four KAPs report relatively low audit fees, which
raises concerns over the scope and independence of the audit provided.

This research examines the impact of audit quality, business size, company complexity, company risk, management own-
ership, and institutional ownership on audit fees in firms listed on the LQ45 index from 2019 to 2023. This research uses
quantitative approaches and purposive sample techniques to elucidate the variables influencing audit fees and their rami-
fications for organisations and auditors in the context of audit cost planning and risk management.

LITERATURE REVIEW

Agency Theory

Agency theory by Jensen and Meckling explains the contractual relationship between the principal (the firm owner) and
the agent (management). In this architecture, the principal authorises the agent to do tasks and make judgements. How-
ever, this relationship is often colored by conflicts of interest due to differences in objectives between the two parties,
which are exacerbated by information asymmetry - a condition in which management has more complete information than
the company owner (Bona-Sanchez et al., 2024; Ling et al., 2024; Owusu et al., 2024).

In this context, the principal must incur agency costs to supervise and control the agent’s performance to maintain his
interests (Rahaman et al., 2025). One form of agency cost is the audit fee, which is the cost incurred by a company to use
the services of an independent auditor to audit its financial statements (Sun et al., 2025; Zaid & Issa, 2024). External
auditors play a role in reducing information asymmetry by verifying the reliability of financial statements, increasing trans-
parency, and strengthening stakeholders’ confidence in information management. Therefore, audit fees reflect the com-
pany’s financial burden and are a crucial supervisory instrument in ensuring management accountability and the effective-
ness of corporate governance (Izzani & Khafid, 2022; Jiang et al., 2025; Sibuea & Arfianti, 2021).

The influence of audit quality on audit fees

Audit quality reflects auditors’ competence, independence, and compliance with applicable professional standards, thus
ensuring the transparency and reliability of audited financial statements (Hoitash et al., 2007). Good audit quality influences
stakeholders’ perceptions, including investors and regulators (Elswah et al., 2024; Ha, 2024). Highly credible auditors are
expected to be able to detect and disclose material misstatements in financial statements more accurately, which in turn
increases the trust of stakeholders, including investors and regulators (El-Dyasty & Elamer, 2024; Ferdous et al., 2024;
Taylor, 2025). Internationally affiliated public accounting firms, especially the Big Four, generally have more sophisticated
resources, technology, and audit methodologies than non-Big Four firms and are perceived to have better audit quality
(Sibuea & Arfianti, 2021).

In a market economy, higher-value services are generally compensated with higher costs. Auditors with a high reputation
can provide greater assurance of the reliability of financial statements, making companies willing to pay higher fees to
obtain high-quality audit services (Sibuea & Arfianti, 2021). Numerous empirical studies have shown a significant correla-
tion between audit quality and audit prices, indicating that organisations evaluated by Big Four firms often incur higher
fees than those using non-Big Four services (Pertiwi, 2019; Sibuea & Arfianti, 2021). Based on this argument, the hypoth-
esis that can be formulated is:

H1 = Audit quality has a positive effect on audit fees.
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Company size positively affects audit fees.

Company size reflects the scale of operations and complexity of an entity’s business, which can affect the need for broader
and more in-depth audits (Ha, 2024; Hoitash et al., 2007; Sibuea & Arfianti, 2021). Larger companies usually deal with
more transactions, have intricate accounting systems, and face greater risk exposure than smaller companies (Li et al.,
2024; Sun et al., 2025). This means auditors must allocate more time and resources to ensure the accuracy of financial
statements, which ultimately increases audit fees (Chung & Kim, 2024). Research conducted by (Hasanah & Nelvirita,
2024; Hidayati & Djamil, 2024; Nasution et al., 2022; Ningsih et al., 2024) shows a relationship between company size
and audit fees. Consequently, we can formulate the following hypothesis:

HZ2 = Company size has a positive effect on audit fees.

Company complexity positively affects audit fees.

Company complexity refers to an entity’s operational complexity and organisational structure, which can affect the audit
fees charged by the auditor (Ha, 2024; Sun et al., 2025). Companies with more complex structures, such as having many
subsidiaries, branches, or cross-country operations, require more in-depth and comprehensive audit procedures (Cristansy
& Ardiati, 2018). This complexity increases the number of transactions that must be examined, extends audit time, and
demands specialised experts, ultimately contributing to increased audit fees (Hoitash et al., 2007; Izzani & Khafid, 2022).
Research conducted by (Irmawati et al., 2024; Nasution et al., 2022; Ningsih et al., 2024; Sibuea & Arfianti, 2021) shows
a relationship between company complexity and audit fees. Consequently, we can formulate the following hypothesis:

H3 = Company complexity has a positive effect on audit fees.

Company risk positively affects audit fees.

Company risk is an essential factor affecting auditors’ audit fees. Company risk refers to the possibility of a company
experiencing financial difficulties, fraud, or material misstatements in the financial statements (Sibuea & Arfianti, 2021).
Companies with a high level of risk tend to face more significant uncertainty, so auditors must carry out stricter audit
procedures, collect more audit evidence, and allocate more time and energy to the examination process (Irmawati et al.,
2024). The higher the company’s risk, the more likely the auditor is to face the risk of litigation and lawsuits if there are
errors in the audit. To compensate for this risk, auditors tend to charge higher audit fees (Izzani & Khafid, 2022). Research
(Hasanah & Nelvirita, 2024; Irmawati et al., 2024; Izzani & Khafid, 2022; Ningsih et al., 2024) shows a positive correlation
between company risk with audit fees. Consequently, we can formulate the following hypothesis:

H4 = Company risk has a positive effect on audit fees.

Managerial ownership positively affects audit fees.

Managerial ownership refers to the proportion of company shares owned by management, which can affect managers’
supervision level in running company operations (Izzani & Khafid, 2022; Sibuea & Arfianti, 2021). High managerial own-
ership tends to align the interests of management and shareholders, thus reducing the potential for agency conflicts and
increasing transparency in financial statements. Therefore, companies with high managerial ownership will likely require a
lower level of external supervision, which can result in lower audit fees (Fajarini, 2021; Sulaiman et al., 2022). On the
other hand, low managerial ownership can increase managers’ potential for opportunistic behaviour, so auditors must
apply stricter audit procedures to reduce the risk of material misstatements in the financial statements. This can lead to a
lower unit fee for the company (Irmawati et al., 2024). Research conducted by (Fajarini, 2021; Sulaiman et al., 2022)
shows a relationship between managerial ownership with auditing fees. Consequently, we can formulate the following
hypothesis:

H5 = Managerial ownership has a positive effect on audit fees.

Institutional ownership positively affects audit fees.

Institutional ownership refers to the ownership of company shares by institutions such as banks, insurance companies,
pension funds, and other institutional investors. Institutional investors have the resources and expertise to provide more
effective management oversight, thus increasing the transparency and quality of the company’s financial statements
(Izzani & Khafid, 2022; Sibuea & Arfianti, 2021). High institutional ownership tends to increase the demand for high-quality
audits to ensure financial statements are presented accurately according to applicable accounting standards. Auditors who
conduct audits of companies with sizeable institutional ownership may need to apply stricter audit procedures, thus in-
creasing the fees charged (Fajarini, 2021; Sulaiman et al., 2022). Conversely, if institutional ownership is low, the level of
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supervision of management tends to be weaker, which can increase the risk of financial statement manipulation. Auditors
in these conditions can also charge higher fees due to greater audit risk (Handoko & Aprilia, 2024). Research conducted
by (Hanifah & Adiwibowo, 2020; Mahendra & Muid, 2017; Triyanto & Sulistiyaningrum, 2023) shows a relationship between
institutional ownership and audit fees. Consequently, we can formulate the following hypothesis:

H6 = Institutional ownership has a positive effect on audit fees.

AIMS AND OBJECTIVES

This study aims to analyse the influence of various factors on increasing audit fees. Specifically, this study examines the
relationship between audit quality, company size, company complexity, company risk, managerial ownership, and institu-
tional ownership with audit fees.

METHODS

To evaluate the hypothesis, this research implements a quantitative methodology that involves the measurement and
assessment of variables through the application of statistical methods. This study is both descriptive and explanatory, and
it investigates the relationship or effect between the independent and dependent variables. This study’s population com-
prises 45 firms included in the LQ45 index from 2018 to 2023. Data from these firms constituted the primary sample in
this research. This research used a binary and ratio scale to quantify the dependent and each independent variable. This
research included criteria such as audit quality, firm size, company complexity, company risk, management ownership,
and institutional ownership. The values of each variable are shown in Table 1.

Table 1. Operational variables. (Source: data processed, 2025)

No. Variable Measurement Source Scale
(Al Ani et al., 2024; Aurelia & Haq, 2024; Ha,
1. Audit Fee (AF) Ln Fee = Log N (audit fee) _ 2024; Hoitash et al., 2007; Rahaman et al., 2025; Ratio
Tan et al., 2023)
Audit Quality _ ) ] (Aurelia & Haq, 2024; Hasanah & Nelvirita, 2024; )
2. (QA) QA= 1 KAP big four dan 0 KAP non big four Hidayati & Djamil, 2024) Biner
Company Size (Aurelia & Haq, 2024; Hasanah & Nelvirita, 2024;
3. E’FrS»; Frz = Log N (total asset) Hidayati & Djamil, 2024; Nasution et al., 2022; Ratio
Ningsih et al., 2024)
4 Company Com- | FrC = the total subsidiaries controlled/owned by an | (Irmawati et al., 2024; Nasution et al., 2022; Ning- Nominal
: plexity (FrC) entity sih et al., 2024; Sibuea & Arfianti, 2021)
5 Company Risk FrR = Total debt x 100% (Hasanah & Nelvirita, 2024; Irmawati et al., 2024; Ratio
: (FrR) Total Equity Izzani & Khafid, 2022; Ningsih et al., 2024)
Managerial MO = Number of managerial shar x 100% (Alfian Pratama & Laksito, 2022; Asri & Nurbaiti,
6. Ownership . 2024; Hanifah & Adiwibowo, 2020; Mahendra & Ratio
(MO) Number of outstanding shar Muid, 2017)
; Institutional 10 = Number of institutional shares x 100% (Hanifah & Adiwibowo, 2020; Mahendra & Muid, Ratio
: Ownership (I0) Number of outstanding shar 2017; Triyanto & Sulistiyaningrum, 2023)

Upon collecting research data, the subsequent phase involves analysing the correlation between the variables under in-
vestigation. This research employs the Ordinary Least Squares (OLS) regression technique using a Robust approach, ana-
lysed with Stata software. Panel data regression analysis examines the determinants affecting audit fees in firms listed on
the LQ45 index from 2019 to 2023. This study’s independent variables include audit quality, firm size, company complexity,
company risk, management ownership, and institutional ownership. This research used a regression model as the primary
instrument for data analysis to evaluate the proposed hypothesis, structured as follows:

AFit = Bo + B1 QAit,+ B2 FrSit+ B3 FrCit,+ Ba FrR;t,+ Bs MO+ Bs IOit + € 1)

The variable descriptions in this study are presented in the next table.
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Table 2. Variable Definitions.

Code Variable Description
AF = | Audit Fee External audit costs incurred by the company
QA = | Audit Quality The level of audit quality received by the company
FrS = | Company Size The scale or size of the company
FrC = | Company Complexity The level of operational complexity of the company
FrR = | Company Risk The level of risk faced by the company
MO = | Managerial Ownership Share ownership by company management
10 = | Institutional Ownership Share ownership by institutions
B1, - Bs = | Regression Coefficient The regression coefficient of each independent variable
€ = | Error Errors or disturbances in the model
i = | Company Cross-sectional data from each company
t = | Time Period Time series data from 2019-2023

Using this model, we can see how our study’s independent and dependent variables relate to one another and how each
component affects the audit fee.

RESULTS

Descriptive Statistics

This research’s descriptive statistics provide a summary of the data features in this research, including the minimum,
maximum, mean, and standard deviation for each variable. This information aids in comprehending the data distribution
and inter-company variability among the sample of firms comprising the LQ45 index from 2019 to 2023. Table 3 below
provides an overview of the descriptive statistics for the variables used in this study:

Table 3. Statistics Descriptive. (Source: data processed, 2025)

Variables Obs Mean Std. Dev. Min Max pl p99 Skew. Kurt.
AF 207 21.936 1.436 16.868 25.511 18.757 25.256 -.254 3.816
QA 213 .873 333 0 1 0 1 -2.244 6.034
FrS 221 18.764 3.531 3.022 29.679 12.417 29.612 272 5.103
FrC 225 17.289 40.927 0 283 0 283 6.107 39.843
FrR 220 1.687 243 .005 16.069 .005 13.562 3.283 16.4
MO 209 .053 .146 0 722 0 712 3.172 12.426
10 209 724 1.062 .034 9.581 .072 8.315 7.06 53.759

Based on the results of descriptive statistical tests, audit fees (AF) show relatively slight variation, with an average of 21.94
and a standard deviation of 1.436. A range of 16.86 to 25.51 indicates that audit fees in companies in the LQ45 index tend
to be uniform, possibly due to strict regulations and the need for high-quality audits. Audit quality (QA) averages 0.87 with
a standard deviation of 0.333, indicating that most companies use highly reputable auditors to increase transparency and
investor confidence.

Company size (FrS) has an average of 18.76 and a standard deviation of 3.531, ranging from 3.02 to 29. This reflects
differences in business scale that can affect audit costs. Company complexity (FrC) shows high variability, with an average
of 17.29 and a standard deviation of 40. This reflects the level of business diversification and a more complex operational
structure, potentially increasing the need for a more in-depth audit.

The company risk (FrR) has an average of 1.687 and a standard deviation of 2.430, with a range of 0.005 to 16.07,
indicating variations in the level of financial risk that can have implications for audit precision and the size of the audit fee.
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Low managerial ownership (MO), with an average of 0.052 and a standard deviation of 0.146, indicates ownership domi-
nance by external parties, which can increase agency risk and affect the size of the audit fee. Meanwhile, institutional
ownership (I0) has an average of 0.724 and a standard deviation of 1.062, indicating variations in the influence of insti-
tutions on transparency and corporate governance.

Overall, the descriptive statistics results indicate that companies in the LQ45 index have diverse characteristics related to
size, complexity, risk, and ownership structure, which can affect audit costs. Further analysis through panel regression is
needed to test these determinant relationships empirically.

Pearson's Correlation Test

Pearson’s correlation test is used to test the relationship between Audit Fee (AF) and independent variables, namely Audit
Quality (QA), Company Size (FrS), Company Complexity (FrC), Company Risk (FrR), Managerial Ownership (MO), and
Institutional Ownership (I0). A statistically significant correlation is indicated by a p-value that is less than a certain
threshold (p<0.01, p<0.05, or p<0.1).

Table 4. Pearson’s Correlation Test. Note: *** p<0.01, ** p<0.05, * p<0.1. (Source: data processed, 2025)

Variable 1) 2 3) 4) (5) (6) )
(1) AF 1.000
(2) QA 0.207 1.000
(0.003)
(3) Frs -0.365 0.005 1.000
(0.000) (0.940)
(4) FrC 0.319 0.069 -0.247 1.000
(0.000) (0.314) (0.000)
(5) FrR 0.175 0.064 0.110 -0.110 1.000
(0.012) (0.353) (0.104) (0.103)
(6) MO -0.148 -0.191 -0.004 -0.022 -0.127 1.000
(0.037) (0.006) (0.951) (0.751) (0.068)
(7) 10 0.185 0.067 0.103 -0.045 0.274 -0.127 1.000
(0.009) (0.343) (0.139) (0.521) (0.000) (0.067)

The correlation test results presented in Table 4 show that Audit Fee (AF) has a positive and significant correlation with
Audit Quality (QA) (r=0.207; p=0.003), Company Complexity (FrC) (r=0.319; p=0.000), and Institutional Ownership (I0)
(r=0.185; p=0.009). These findings indicate that companies with higher audit quality, greater complexity, and more dom-
inant institutional ownership tend to result in higher audit fees.

Conversely, AF shows a negative correlation with Firm Size (FrS) (r=-0.365; p=0.000) and Managerial Ownership (MO)
(r=-0.148; p=0.037), which indicates that larger firms and those with higher managerial ownership tend to have lower
audit costs. In addition, the correlation between Firm Risk (FrR) and AF (r=0.175; p=0.012) shows a significant positive
relationship, indicating that the higher the firm’s risk, the greater the audit costs incurred. On the other hand, the QA, FrS,
FrC, and FrR variables did not show a significant relationship with each other, except for the negative correlation observed
between FrS and FrC (r = -0.247; p = 0.000), then the positive correlation between FrR and IO (r = 0.274; p = 0.000).
Overall, these results confirm that the independent variables in this study have a reasonably strong relationship with audit
fees, so they can be used in a regression model to identify the factors determining audit costs in companies listed on the
LQ45 index.

Goodness of Fit Model

The test's Goodness of Fit results are shown in Table 5.
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Table 5. Testing the Goodness of the Fit Model. Note: *** p<0.01, ** p<0.05, * p<0.1. (Source: data processed, 2025)

Variable Ordinary Least Square Model Robustness Model
QA .5900095** .5900095*
.2705803 .3020828
0.030 0.052
FrS -.1504185*** -.1504185***
0249942 .0250975
0.000 0.000
FrC .0081235*** .0081235***
.0020539 .0010209
0.000 0.000
FrR .0840818** .0840818**
.0367524 .0290767
0.023 0.004
MO -.8792505 -.8792505*
.6303157 .5203084
0.165 0.093
10 .2364218** .2364218***
.0827451 .050639
0.005 0.000
Constant 23.79525 23.79525
Observations 197 197
R-squared 0.3259 0.3259

Table 5 shows the Goodness of Fit Model results test, which shows that several independent variables significantly influence
Audit Fees. Audit quality (QA), company complexity (FrC), company risk (FrR), and institutional ownership (I0) have a
positive and significant effect on Audit Fees, which indicates that the higher the audit quality, operational complexity,
financial risk, and institutional ownership, the greater the audit costs incurred by the company. Conversely, company size
(FrS) significantly affects the Audit Fee, indicating that larger companies tend to pay lower audit fees. Managerial owner-
ship (MO) does not substantially impact the OLS model. Still, in the robust test, this variable has a negative effect on the
Audit Fee with significance at the 10% level. The R-squared value of 0.3259 indicates that this model can explain around
32.59% of the variation in the Audit Fee, while other factors separate the model and influence the rest.

DISCUSSION

Audit Quality Positively Affects Audit Fees

The analysis shows that audit quality (QA) has a positive and significant effect on audit fees, as indicated by the positive
coefficient in the Robustness and OLS models with a p-value of 0.030 < 0.05. This finding suggests that the higher the
audit quality the auditor provides, the greater the audit fee the company pays. This result aligns with previous studies
(Pertiwi, 2019; Sibuea & Arfianti, 2021), which state that auditors with a high reputation, such as auditors from the Big
Four group, often command higher fees because of more rigorous audit standards, expertise, and complex audit proce-
dures.

From the agency theory perspective, this relationship arises due to the necessity for the company to minimise information
asymmetry between its management and shareholders (Jensen & Meckling, 1976). Companies that hire high-quality au-
ditors usually have an incentive to improve the credibility of financial statements to gain the trust of shareholders and
other stakeholders. Auditors with a high reputation are expected to provide better assurance of the fairness of financial
statements, thus increasing the company’s transparency. However, this guarantee comes at a higher cost, reflected in the
audit fees paid.
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In addition, high-quality auditors generally apply more extensive audit procedures, including more in-depth testing and
stricter risk analysis (DeAngelo, 1981). They also face a greater risk of litigation in the event of an audit error, so they
tend to charge a higher audit fee to compensate for this risk. This is particularly relevant for companies operating in highly
regulated or complex industries, where the need for more comprehensive audits is increasing.

Overall, this study’s results confirm that audit quality is the main factor affecting audit fees. Companies that choose high-
quality auditors must be prepared to pay higher audit fees, which have the benefits of increased financial statement
credibility and reduced agency risk. These results have important implications for company management when considering
the selection of auditors as part of a corporate governance strategy to increase financial transparency and accountability.

Company Size Positively Affects Audit Fees

The findings reveal that firm size (FrS) has a negative and statistically significant influence on audit fees, as shown by the
negative coefficient in the Robustness and OLS models, accompanied by a p-value of 0.000. This study suggests that
increased firm size correlates with reduced audit costs. This result contradicts the research findings (Hasanah & Nelvirita,
2024; Hidayati & Djamil, 2024; Nasution et al., 2022; Ningsih et al., 2024) but is in line with the findings (Aurelia & Haq,
2024; Irmawati et al., 2024; Nurdjanti & Pramesti, 2018) that large companies require more complex and comprehensive
audits, but this does not always result in higher audit fees.

From the agency theory perspective, large companies generally have better internal control systems, which can reduce
the risk of errors and fraud in financial statements. With a strong internal control system, external auditors have a lighter
workload in the audit process, thus reducing the company’s audit fee. Additionally, large companies possess greater bar-
gaining power in audit fee negotiations, as they often maintain long-term relationships with audit firms, enabling them to
secure more competitive rates. Large companies also have higher bargaining power in audit fee negotiations because they
often have long-term relationships with audit firms, which allows them to obtain more competitive rates.

On the other hand, this result can also be explained by the scale efficiency of large companies. Audit firms tend to be
more efficient in auditing companies that have well-structured financial recording systems, so less time and resources are
needed in the audit process compared to small companies that may have less organised accounting systems. This efficiency
reduces audit costs even though the company is significant.

However, although this study found a negative relationship between company size and audit fees, this result does not
always apply in all conditions. In some cases, large companies operating in various sectors or having complex ownership
structures still face high audit fees due to the high level of risk that the auditor must evaluate. Therefore, although in
general, large companies can enjoy economies of scale in audit costs, other factors, such as financial risk and governance,
still play an essential role in determining the audit fees paid.

Company Complexity Positively Affects Audit Fees

The analysis results suggest that company complexity (FrC) positively and significantly impacts the audit fees, as evidenced
by the positive coefficient in both the OLS and Robustness models, with a p-value of 0.000 being less than or equal to
0.05. These findings align with previous studies. (Irmawati et al., 2024; Nasution et al., 2022; Ningsih et al., 2024; Sibuea
& Arfianti, 2021) State that the more complex the company’s structure and operations are, the greater the expenses for
the audit that need to be incurred. The complexity of a company is often associated with the number of subsidiaries,
product diversification, and broader international activities, all of which increase the challenges for auditors in carrying out
the audit process.

From the agency theory perspective, the company’s complexity increases the possibility of information asymmetry between
management and shareholders (Jensen & Meckling, 1976). The more complex the company structure, the more difficult it
is for shareholders to assess its performance and financial condition accurately. Therefore, more complex companies tend
to require auditors with greater capacity to ensure the fairness of financial statements, which ultimately increases audit
fees. Auditors need to allocate more time and resources to understand the company’s operational structure, identify specific
risks, and adjust audit procedures to suit the complexity of the business (Sibuea & Arfianti, 2021).

In addition, companies with a high level of complexity are also more vulnerable to the risk of misstatement in financial
statements, both due to accounting errors and manipulation by management. Auditors in these conditions must conduct
a more in-depth audit, including testing transactions between entities, verifying accounting standards applicable in various
jurisdictions, and analysing the company’s accounting policies. This more comprehensive audit process ultimately increases
the fee as compensation for the additional efforts and risks the auditor faces (Elswah et al., 2024; Hasanah & Nelvirita,
2024; Jiang et al., 2025).
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Overall, these findings confirm that company complexity is one of the main factors determining audit fees. Companies with
more complex structures must anticipate higher audit costs due to the need for more extensive audits. These findings
suggest that management needs to consider the complexity factor in strategic decision-making, especially regarding gov-
ernance efficiency and optimal audit cost management.

Company Risk Positively Affects Audit Fees

The analysis results show that company risk (FrR) has a positive and significant effect on audit fees, as indicated by the
positive coefficient in the Robustness and OLS models with p-values of 0.023 and 0.004 (< 0.05). These results align with
previous studies (Hasanah & Nelvirita, 2024; Irmawati et al., 2024; Izzani & Khafid, 2022; Ningsih et al., 2024) and suggest
that the greater the company performance risk, the greater the audit costs must be incurred. Company risk in this context
can include income volatility, high debt levels, and potential legal or regulatory issues facing the company. The greater
the risk inherent in a company, the more complex and extensive the audit procedures required, thus increasing the audit
fee charged by the auditor (Cristansy & Ardiati, 2018; Irmawati et al., 2024; Ramadhan et al., 2024).

According to agency theory, management and shareholder conflicts of interest are more likely to occur when firm risk is
high (Jensen & Meckling, 1976). Managers may be incentivised to hide information about the company’s financial condition
or make high-risk decisions without fully considering the interests of shareholders. In situations like this, auditors have an
essential role in assessing the fairness of financial statements and providing assurance to shareholders regarding the
transparency and accountability of the company. Therefore, auditors will charge a higher audit fee to compensate for the
greater level of risk in the audit process (Kalbuana et al., 2025).

In addition, companies with high levels of risk are more prone to misstatements in financial statements, both intentional
(fraud) and unintentional. Auditors must implement additional audit procedures, such as more in-depth testing of trans-
actions, stricter analysis of accounting estimates, and more comprehensive evaluation of the company’s internal control
system. These more complex procedures require more time and resources, thus increasing the audit fee (Asri & Nurbaiti,
2024; Yulianti et al., 2019).

Overall, these findings confirm that company risk is an essential factor affecting the size of the audit fee. Companies with
a high-risk profile need to realise that higher audit costs result from the need for greater rigour and in-depth audits.
Therefore, companies can reduce/lower audit fees by improving internal control systems, increasing financial transparency,
and managing risk to minimise exposure to high uncertainty.

Managerial Ownership Positively Affects Audit Fees

The results show that managerial ownership (MO) has a negative effect on audit fees, as indicated by the negative coef-
ficient in OLS models and Robustness models with p-values of 0.165 and 0.093. Although the results are insignificant in
the OLS model at the 5% significance level, managerial ownership has a substantial effect at the 10% significance level in
the robustness model. The results of this study are not in line with previous studies (Fajarini, 2021; Sulaiman et al., 2022)
but are in line with the results of studies (Alfian Pratama & Laksito, 2022; Asri & Nurbaiti, 2024; Hanifah & Adiwibowo,
2020; Mahendra & Muid, 2017), which state that the higher the managerial ownership in a company, the lower the audit
fee paid.

From the agency theory perspective, managerial ownership can reduce conflicts of interest between managers and external
shareholders. When managers have shared ownership in the company, they tend to be more responsible in managing the
company and less likely to take opportunistic actions that can harm other shareholders (Jensen & Meckling, 1976). Thus,
the risk of asymmetric information and the potential for financial statement manipulation is lower, which implies a lighter
audit burden and lower audit costs.

Furthermore, financial reporting transparency and internal control system quality are enhanced in organisations with a
large percentage of managerial ownership. Auditors tend to assess that companies with sizeable managerial ownership
have lower audit risk, so the audit procedures applied are more straightforward and do not require extensive testing.
These impacts reduce audit fees because auditors do not need to allocate significant resources to examine financial state-
ments.

However, although managerial ownership can reduce audit fees, excessive managerial ownership can also create new
problems, such as managers acting in their own interests without sufficient supervision from external shareholders. There-
fore, a balance between managerial ownership and external oversight mechanisms is still needed to ensure that financial
policies and corporate governance run optimally.
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Institutional Ownership Positively Affects Audit Fees

The findings reveal that institutional ownership (I0) positively and substantially influences audit fees, as shown by the
positive coefficient in the OLS and Robustness models, with p-values of 0.005 and 0.000, respectively. The findings align
with other research (Hanifah & Adiwibowo, 2020; Mahendra & Muid, 2017; Triyanto & Sulistiyaningrum, 2023), suggesting
that more institutional ownership in a firm correlates with elevated audit fees. This finding aligns with the view that
institutional investors have high expectations of the quality of financial reports and good corporate governance, thus
encouraging companies to use the services of auditors with a high reputation, ultimately increasing audit costs.

In the context of agency theory, institutional ownership acts as a strong external oversight mechanism for management.
Institutional investors, such as pension funds, mutual funds, and insurance companies, are intensely interested in ensuring
the companies’ transparency and financial accountability (Jensen & Meckling, 1976). Therefore, they tend to demand
audits with a higher level of rigour, which results in increasing audit fees.

Companies with high institutional ownership often have a more complex governance structure, which requires a more in-
depth audit process. Auditors must comprehensively evaluate various policies and financial transactions, primarily if the
company operates in several sectors or has greater risk exposure. This complexity adds to the auditor’s workload, thus
increasing the audit fee Field must pay.

However, although institutional ownership contributes to improving audit quality and corporate governance, there is the
potential for negative impacts if it is too dominant. Several studies show that under certain conditions, institutional inves-
tors can have interests that are not always aligned with the interests of minority shareholders. Therefore, even though
higher audit fees reflect an improvement in audit quality, the balance in the influence of institutional ownership still needs
to be considered to avoid excessive audit costs for the company.

CONCLUSIONS

This study’s findings affirm that several variables affect firms’ audit fees. Firstly, audit quality positively influences audit
fees, indicating that auditors with esteemed reputations and rigorous audit standards often impose higher charges. This
aligns with agency theory, which highlights auditors’ role in mitigating information asymmetry and enhancing the trust-
worthiness of financial accounts.

Second, Firm size adversely impacts audit fees, suggesting that more prominent firms often incur cheaper costs. This
discovery may be attributed to scale efficiency and enhanced internal control mechanisms, which alleviate the auditor’s
burden throughout the audit process.

Third, company complexity positively affects audit fees. The more complex the company’s structure and operations, the
higher the audit costs must be incurred. Auditors need to conduct a more in-depth evaluation of subsidiaries, intercompany
transactions, and different accounting standards, thus increasing the workload and audit risk.

Fourth, company risk also has a positive relationship with audit fees. Companies with high levels of risk, such as income
volatility and exposure to legal issues, require more extensive audit procedures to ensure financial transparency and
accountability.

Fifth, managerial ownership negatively affects audit fees, although the significance differs between models. High mana-
gerial ownership can reduce conflicts of interest and improve the quality of internal supervision, thereby reducing audit
risk and the costs charged by auditors.

Finally, institutional ownership has a positive effect on audit fees. Institutional investors have high demands for the quality
of financial reports and corporate governance, which encourages the use of high-quality auditors and the application of
stricter audit procedures.

This study confirms that audit quality, company complexity, risk, and institutional ownership contribute to increased audit
fees. In contrast, company size and managerial ownership tend to reduce audit costs. These findings suggest that com-
panies must consider these factors in their strategic planning and financial governance management to optimise audit
costs without compromising transparency and accountability.

Future Research

Future research can explore other factors that influence audit fees, such as the characteristics of the board of commis-
sioners and audit regulations, as well as broadening the scope of the industry to see differences across sectors. In addition,
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qualitative approaches or mixed methods can be used to gain a deeper understanding. Longer-term studies are also
needed to analyse the dynamics of audit fees under various economic and regulatory conditions. Finally, future research
can examine the impact of audit fees on other aspects, such as the quality of financial statements and the effectiveness
of corporate governance.

Research Limitations

This study has a few limitations. Primary, the data only includes Indonesian companies in the LQ45 index on the Stock
Exchange Indonesia, which implies that the results might not be valid for all Indonesian public companies. Second, this
study only uses secondary data, so it can't fully capture the emotional factors that can change audit fees. To better
understand, future studies can increase the sample size and consider using a qualitative method. 5
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Kamina @., Meytis M., bacriaH E., My4iw M.

BU3HAYEHHS NJIATU 3A AYAUT: AHAJI3 IKOCTI AYAUTY, XAPAKTEPUCTUKN KOMIMAHII TA
CTPYKTYPU BJIACHOCTI

Y UbOMy AOCAIAKEHHI BUKOPUCTaHA KinbKicHa METOAONONSA ANsi BUBYEHHS (DAKTOPIB, SIKi BNMBAIOTb HA NAaTy 3a ayauT y
KOMMaHifX, 3apeecTpoBaHux B iHAekci LQ45 i3 2019 no 2023 pik. HesanexxHumn daktopamu, ski BuB4anu astopu, 6ynm
AKICTb ayauTy, PO3Mip KOMMaHii, CKNaaHiCTb KOMMaHii, pUsnK KOMMaHii, ynpasniHCbKa BMACHICTb Ta iHCTUTYUIHA BNacHICTb.
361paHHs JaHUX NPOBOAWAW LUASXOM LinecnpsiMoBaHoi BMbipkK, y pesynbtati yoro 6yno nposegeHo 115 cnocrepexeHb
Big 32 KOMMaHili NpOTAroM N'ATUpiYHOro nepiody. Y UbOMy AOCTIAKEHHI BUKOPUCTaHi ABi MoAeNi OLiHKKM, a camMe 3BUYaiiHi
HaliMeHwWwi kBagpaTh (OLS) Ta OLS i3 pobacTHUMM CTaHAAPTHUMM MOMWUIKaMK, o6 NepeBipuTY HaZIMHICTb Pe3ynbTaTiB i
MiHiMi3yBaTW MOTEHLiNHY reTepocKeaacTUUHICTb. Pe3ynbTaTi AOCNimMKEHHS CBigYaTh, WO SKICTb ayauTy, CKNafHicTb 6i3-
Hecy, pu3nK dipMK Ta IHCTUTYLiHA BMACHICTb MAOTb MO3UTUBHWUIA | 3HAYHMI BNMB Ha NIaTy 3a ayauT. Lle ceigumTb npo
Te, WO ayAUTOPM BCTAHOB/IOIOTL BULLi rOHOpapK A/1s1 KOMMaHil i3 BUCOKMM piBHEM OmnepaLimHOro pusuky Ta CKIagHOCTI, a
TAKOX MiA BMAIMBOM CUNIbHOI IHCTUTYLIIMHOI BMACHOCTI, Yepe3 BUCOKY NOTpeby B HArnsai Ta rapaHTii He3anexHocTi diHaH-
COBOI 3BITHOCTI. 3 iHLWOro 60Ky, po3Mip ipMM Ta ynpaBiHCbKa BNAcHICTb HE MalOTb 3HAYHOrO BIJIMBY Ha NAaTy 3a ayaumT,
O CBIAYNTL MPO Te, WO Ui hakTopu He 3aBXAW € OCHOBHMMM AETepMiHaHTaMM MpW BU3HAYeEHHI nnaTtv 3a ayauT. Llei
BMCHOBOK MiATBEPAXYE areHTCbKy TeOopito, sika HaronoLWye, WO naaTta 3a ayauT Bigobpaxae MexaHi3M MOM'SIKLWEHHS KOH-
nikTy iHTEpeciB MiX akLioHepaMu Ta MeHemKMeHTOM. OTOX, NnaTa 3a ayauT BUCTYNaEe hoOpMOLO KOHTPOJIO 11 3aXUCTY Bial
pU3nKYy acMMeTpu4Hoi iHdopMalii. Lie gocnimxeHHs aae iHgopMaLilo ans KOMNaHii Ta ayauTopiB Woao po3pobku edek-
TMBHUX CTpaTeriin ynpaBniHHA ayAUTOPCbKUMKU BUTpPaTaMU Ta 3MiLUHEHHS MiA3BITHOrO M MPO30pOro KOprnopaTUBHOMO Y-
paBniHHS.

KnrouoBi cnoBa: nnarta 3a ayauTt, SKiCTb ayauTy, CKNaAHICTb KOMMaHii, pU3MK KOMMaHii, ynpasniHCbKa BNACHICTb,
iHCTUTYLI Ha BNacHiCcTb
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