Journal of
Empirical Research In Accounting

Alzahra University, Faculty of Social Sciences and Economics
Empirical Research in Accounting, Fall 2022, V. 12, No. 45, pp.149-176

The Impact of Different Audit Quality Measures on
Tax Risk Criteria with Emphasis on Horizontal and
Vertical agency Costs!

Fatemeh Hadelvand?, Seyede Mahboobeh Jafari?®,
Mohammadreza Mehrabanpoor?*

Received: 2022/03/14 Research Paper
Accepted: 2022/08/18

Abstract

The purpose of this study was to evaluate the impact of different audit quality
measures on tax risk. For this purpose, tax risk was used as a dependent variable with
five criteria: annual effective rate, average effective rate, tax gap rate, expected risk
rate and effective cash flow rate. In addition, the audit quality with unconventional
accruals criteria, earnings fluctuation, earnings smoothing, accruals, cash flows,
auditor expertise and auditor size as independent variables along with horizontal and
vertical agency costs, has been used. To investigate the issue, financial information of
118 companies during the years 2012 to 2019 was analyzed in 35 regression models.
Relationship analysis showed that audit quality based on seven measures
(unconventional accruals, earnings volatility, earnings smoothing, accruals, cash
flows, and auditor expertise and auditor size) have a significant negative relationship
with tax risk (annual effective rate, average effective rate, gap rate, expected risk rate
and effective cash flow rate). Also, Horizontal agency costs have a positive and
significant relationship with tax risk in terms of concentration of ownership and
managerial ownership. Agent costs have a positive and significant relationship with
tax risk in terms of the level of activity of the board of directors and the audit
committee.
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