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OF AUDIT SERVICES OF PUBLIC INTEREST
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ABSTRACT

This study was conducted to assess the impact of audit fees on the quality of auditing
services for public interest entities in Vietnam. Data was collected from 25 auditing firms
accepted to audit public interest entities in Vietnam, with sufficient survey data for the
period 2016-2023. The quantitative results showed that there are 4 main factors that
affect the quality of audit services in descending order: reputation/prestige of the au-
diting firm, qualification of auditors, audit service fees, and size of the auditing firm.
Based on these results, the authors propose some recommendations to improve the
quality of audit services for public interest entities in Vietnam.

This study shows the strong impact of the reputation of the auditing firm on the quality
of auditing services. This shows that the auditing industry is a unique industry where
trust and professional ethics are put first. Therefore, maintaining the trust of customers
and maintaining professional ethics and integrity is a vital factor for the auditing firm.
The qualifications of the staff performing the audit are the second factor that greatly
affects the quality of the audit. The auditing firm needs to have a practical policy to
create conditions for auditors to be trained and improve their professional qualifications,
contributing to improving the quality of audit services. Audit fees are the third factor
affecting the quality of audits. To avoid unfair competition between auditing firms by
reducing audit fees and eroding the quality of audit services, effective intervention from
the supervisory agency is needed. At the same time, the auditing firm itself needs to
proactively improve its reputation and prestige through continuously updating
knowledge for auditors, not competing through reducing fees, thereby improving the
quality of audit services.

Keywords: audit fees, auditing firm, audit quality, public interest entities, the
reputation of auditing firm, Vietnam

JEL Classification: M40, M42, D22, D23

INTRODUCTION

There has been a series of major financial scandals involving auditing firms in recent
times. Most recently, in 2024, Chinese authorities banned auditing firm PwC for 6
months and fined it more than CNY 400 million (USD 56.4 million), and PwC will be
banned from signing any financial results in the country for 6 months for its involvement
in the audit of bankrupt real estate developer Evergrande. The real estate giant Ever-
grande is considered a symbol of the ongoing real estate crisis in China. This is the
heaviest penalty ever imposed on international auditing firms operating in China. China's
securities regulator found that PwC's auditing arm turned a blind eye to, and even con-
doned, Evergrande's fraudulent behaviour in the annual audit of a member company
and supported the company's bond issuance in 2019 and 2020.

KPMG was also fined GBP 4.8 million by the US Securities and Exchange Commission,
100 times higher than the contract value, for auditing violations for oil and gas company
Miller Energy Resources when issuing an audit report that did not meet the standards
set by auditing standards. KPMG's partner participating in this audit also had to pay a
fine of USD 25.000 and was suspended from work.
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In Vietnam, in 2023, in the two cases of Van Thinh Phat and Tan Hoang Minh, these enterprises both had fully audited
financial statements and were both reputable companies. However, when the investigation agency got involved, it was
found that much information was falsified and not true to reality. These two cases will leave lessons for auditing companies,
state management agencies and investors in the process of consulting and reading financial statements to understand the
actual situation of the enterprise.

In fact, the auditors involved in the violations in the case at Tan Hoang Minh Group were all suspended from practising
auditing before being criminally prosecuted. For example, Bui Ngoc Lan, Director of Nam Viet Auditing Company, was
suspended from practising auditing for 30 months before being criminally prosecuted, from July 22, 2022, to January 21,
2025; Nguyen Thi Hai, Deputy General Director of Hanoi CPA Company, was suspended from practising auditing for two
years, from July 22, 2022, to July 21, 2024. In the Van Thinh Phat case, Ly Quoc Trung, Deputy General Director auditor
of A&C Auditing Company, in charge of the 2019 financial statement audit of Ho Chi Minh City Service - Trading Joint Stock
Company (Setra Corp), was also suspended from practising auditing for 1 year, from January 1 to December 31, 2024;
Pham Hoa Dang, auditor of A&C Auditing Company, was also suspended at the same time.

Statistics from the Ministry of Finance, Vietnam, show that as of June 2024, the country had 2,420 practising auditors,
accounting for about 39% of those with auditor certificates. The number of auditing firms granted certificates of eligibility
to provide auditing services is more than 220. Regarding handling violations of auditing service quality, from 2013 to the
present, statistics from the Ministry of Finance, Vietnam, show that 114 auditors have been suspended from practising
auditing due to serious violations of auditing standards or not having enough hours of annual knowledge update as pre-
scribed. Along with that, 03 auditing firms were suspended from providing auditing services due to serious violations of
auditing standards, and 03 auditing firms had their certificates of eligibility to provide auditing services revoked due to not
meeting the conditions for providing auditing services. Regarding handling administrative violations in the auditing field,
from 2015 to the present, 67 auditing enterprises and 08 auditors have been administratively sanctioned for violations.

Based on in-depth interviews with experts to identify factors affecting the quality of audit services in Viethamese public
interest entities, combined with data collected from the Transparency Report of auditing firms for public interest entities
in the period 2016-2023. This study uses a regression model to measure the effect of audit fees on the quality of audit
services at Vietnamese public interest entities in relation to a number of other factors.

According to Article 4 of Circular No. 183/2013/TT-BTC, public interest entities include:

1. Entities in the securities sector, such as public enterprises, listed organizations, public securities issuance
organizations, securities enterprises, securities investment enterprises, funds and fund management enterprises.

2. Other public interest entities, including:

= Public enterprises, except for large-scale public enterprises specified in (1);

= Insurance enterprises, reinsurance enterprises, insurance brokerage enterprises, branches of foreign non-life
insurance enterprises except for insurance enterprises specified in (1);

= Other enterprises and organizations related to public interest due to the nature and scale of operations of such
entities as prescribed by law.

Circular No. 183/2013/TT-BTC issued by the Ministry of Finance of Vietham on independent auditing for public interest
entities, effective from January 18, 2014, stipulates: The review and approval of auditing organizations and practising
auditors who meet the standards and conditions for auditing public interest entities is carried out periodically once a year.
The approval period is calculated according to the calendar year from January 1 to December 31. According to Circular
183, to be reviewed and approved to meet the standards and conditions for auditing public interest entities annually,
auditing organizations must submit documents, including the Annual Transparency Report. Based on information from the
Transparency Report of auditing organizations approved to audit public interest entities in Vietnam, the article seeks to
examine the relationship between audit quality and the following variables: audit fees, audit firm size, auditor qualifications,
and audit firm reputation. The quantitative research results show that there is a positive relationship between the quality
of audit services and audit fees, firm size, auditor qualifications, and audit firm reputation.

The article studies the auditing organizations qualified to audit public interest entities in the period from 2016 to 2023, the
period from which Circular 183/2013/TT-BTC came into effect in Vietnam. During the survey, 25 auditing companies with
complete data in the period 2016-2023 were included in the study. Thus, 200 observations were used to run a linear
regression model to find the relationship between the quality of audit and internal factors in auditing companies performing
independent audit services for Vietnamese public interest entities in the period 2016-2023.
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LITERATURE REVIEW

The development of the financial market requires transparency and honesty of high-quality financial information. Infor-
mation in financial reporting will directly or indirectly affect the rights and decisions of investors, creditors, and lenders.
Independent auditors play a role in assessing the honesty and reasonableness of enterprises' financial reporting, but there
are still risks. In a study by DeAngelo (1981), audit quality is the ability to detect and report material errors in financial
reporting. There have been many studies identifying the factors affecting the quality of independent audit services.

Factors affecting audit quality can come from inside or outside the audit firm. Audit performance measures can indicate
the quality of an audit, but they do not indicate which factors affect such quality. Therefore, understanding, controlling
the impacts of factors on the quality of audit can determine the direction for improving audit quality. Most studies on the
quality of audit divide the factors affecting audit quality into groups of factors of auditors, groups of internal factors of
audit firms and groups of external factors.

Articles that study the influence of factors related to auditors and auditing firms (internal factors of auditing firms) can be
mentioned, including Duff (2004) conducted a survey with 500 observations, including auditors at 16 largest auditing
companies in the UK, CFOs of companies in the UK, fund managers in the UK and users of financial information from
outside. With the inheriting the model of Parasuraman et al. (1988), Duff built a model of audit quality. Duff (2004)
concluded that audit quality is a multifaceted concept, and the quality of audits is formed from both aspects: service quality
and professional quality. There are 9 factors affecting audit quality, of which 4 factors belong to service quality: non-audit
services, Responsiveness, Service, and Empathy, and 5 factors belong to professional quality: Independence, Reputation,
Audit firm size, Experience, and Skills.

Suyono (2012), had a survey of 150 auditors at 28 auditing companies in the provinces of Central Java and Jogjakarta,
Indonesia, the research results showed that: Auditors' independence, experience and sense of responsibility have a sim-
ultaneous impact on audit quality.

From the perspective of the quality of audit, it is understood as the ability of auditors to detect and report material errors
in the presentation, disclosure and publication of financial reporting of audited clients (DeAgelo, 1981; Albitar et al., 2020).
When evaluating the factors affecting the quality of audits, research results indicate that the ability of auditors to detect
material errors depends on many factors, especially the professional competence, qualifications of auditors, and the inde-
pendence of auditors (Akrimi, 2021).

Research on factors affecting audit quality was conducted by Carcello et al. (1992), Duff (2004), Kym et al. (2005), Kym
et al. (2007); Kym et al. (2008); Francis (2004) drew conclusions about separately factors or groups of factors affecting
the quality of audit.

External factors: Factors related to the needs of the economy (such as market demands, socio-economic level); Economic
mechanism factors (including the group of factors Economic objectives, Economic policies, Quality management organiza-
tion) (Hung and Dung, 2023).

Factors related to the auditing company and auditors include Human factors (Auditor quality and management levels),
Technical factors (Auditing process, auditing methods), Management factors, Working conditions factors (AL-Qatamin &
Salleh, 2020; Beckmerhagen et al., 2004); Auditing company size; Auditing expertise; Auditor tenure; Auditing fees; Scope
of non-audit services; Auditor personality and professional ethics; Control of service quality (Copley & Doucet, 1993).

In addition, Deis & Giroux (1992) found that auditor tenure, management system, firm size, client factors, or third-party
audit control influence the quality of the audit. DeAngelo (1999) pointed out that pressure on auditors, workload, and
audit seasonality can reduce the quality of audits. Beattie et al. (2010) also pointed out that economic risk, audit committee
activities, legal risks, audit firm ethics, auditor economic independence, risk of losing clients, audit firm size, international
auditing standards, audit review, and auditor rotation are also considered factors that help improve independent audit
quality.

In the US, where a series of major financial scandals occurred in the world, the research team Sewon and Wang (2012)
showed that auditing companies in Texas reduced their initial audit fees by 22% compared to the fees of the following
years to compete with other auditing companies in the region. This reduced the independence of auditors and negatively
affected the quality of independent audits, so the Texas government increased supervision and issued laws prohibiting this
phenomenon. Tan's (2009) study pointed out the experience of controlling the quality of independent audits in the US,
which is the US Government's increased external quality control conducted by three different organizations: the Public
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Company Accounting Oversight Board (PCAOB), the American Institute of Certified Public Accountants (AICPA) and the
Center for Public Company Auditing Firms (CPCAF).

In China - the world's largest capital market, Lin and Yen's (2010) study showed that before the application of international
financial reporting standards (IFRS), audit fees were determined based on the risk of litigation and audit costs. State-
owned enterprises mainly hire small-scale audit firms or domestic audit firms, as well as local audit firms with lower fees
than Big4 or audit firms in joint ventures with international firms. As a result, there have been many post-audit lawsuits in
China, the quality of independent audits has been assessed as low, and many inappropriate audit conclusions have affected
the reputation of domestic audit firms. After the adoption and application of IFRS in 2006, audit fees increased due to the
need to compensate for more complicated audit procedures. At the same time, audit quality was assessed as higher than
before. China also proposed to publicize audit costs instead of a mechanism to regulate competitive prices in the govern-
ment's audit market and to issue strict and rigorous quality control standards to strengthen quality control of audit firms,
regardless of whether they audit listed or unlisted companies, at least once every 3 years, especially audit firms showing
signs of unfair competition by offering low fees to attract customers.

In an audit market with a long history of development like Australia, auditing quality control is also a useful lesson for
Vietnam. Douglas (2010) said that, in order to prevent competition through low audit fees, the Australian Securities and
Investments Commission asks auditing companies to provide detailed information on audit fees. At the same time, audited
companies must disclose audit fees in the financial statement notes, creating a basis for assessing whether audit fee
reductions are associated with fundamental changes in the company's business operations.

In Vietnam, Thuy's (2014) study focused on three groups of factors affecting audit quality through a survey and assessment
on a scale from low to high: a group of external factors (legal environment, listed enterprises and other factors), a group
of factors related to auditors/audit teams (professional qualifications and ethics) and a group of factors related to auditing
companies (audit fees, audit company size, audit methods, quality control system and other factors).

Hai (2012) pointed out some limitations of Vietnamese auditing services during operation, including the situation of low-
ering fees, shortening audit time to retain customers, affecting audit quality and transparency of financial statements, and,
at the same time, proposing a fee framework for independent auditing activities. Huu's (2015) study also showed that
audit fees have an important impact on the quality of audit services. However, domestic studies have only stopped at
identifying factors affecting audit quality based on survey results and expert interviews without measuring the level of
impact of these factors through the use of quantitative methods.

In order to supplement quantitative information on the level of impacts of factors on the quality of audits in public interest
entities in Vietnam, based on a summary of relevant domestic and foreign studies, this article selects a number of key
factors affecting the quality of audit services and focuses on measuring the level of impacts of audit fees on the quality of
independent audit services in Vietnamese public interest entities through the use of a combination of qualitative and
quantitative methods.

AIMS AND OBIJECTIVES

Unlike developed countries that have a long history of developing auditing services and where auditing companies compete
with each other on the quality of audit, in emerging economies, including Vietnam, the situation of unfair competition on
audit fees is a burning issue in the auditing field. In the past 15 years, the number of auditing companies in Vietnam has
grown rapidly. The large number of auditing companies has led to competition for low audit fees, which has been and is
reducing the quality of independent auditing services in Vietnam. This study wants to go beyond quantitative research to
find out how audit fees affect the quality of independent auditing services at public interest entities in Vietham. How do
we limit competition on low audit fees among auditing companies?

Faced with this situation, the group of authors found it necessary to study the impact of audit fee on the quality of
independent audit services of public interest entities in Vietnam in order to propose solutions to improve the quality of
independent audit services. Improving the quality of audit services, thereby strengthening investors' confidence in the
reliability of audited financial statements, helps to develop sustainably and stabilize the financial market. In reality, what
factors affect the quality of independent audit services at public interest entities in Vietnam?
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METHODS

Research hypothesis

Regarding audit fees, through studying the relationship between auditor fees and independent audit quality in the US in
the period 2000-2003, Defond & Jiambalvo (1993) and DeFond & Zhang (2014) concluded that economic factors determine
auditor behaviour, affecting the quality of audit services. Douglas (2010) argued that some audit companies cut audit fees
to retain customers or, expand market share or enhance revenue growth. This can cause audit quality problems. Studying
the impact of audit fees on audit service quality, Madusanka (2015) also argued that audit fees affect auditor independ-
ence, time to work, and the number of auditors, thereby affecting quality. From there, the author proposes hypothesis
number 1 as follows:

H1: Audit fees and audit quality have a positive relationship.

There are some studies showing that the quality of auditing services does not depend on the size of the auditing firm; the
quality of large auditing firms and small auditing firms are evaluated equally from the perspective of financial statement
users, such as studies by Dennis (2015), Ferreira (2018) and American Institute of Certified Public Accountants (AICPA,
1992 and 2002). However, many other recent studies have shown that the size of the audit firm is one of the factors
affecting audit quality, such as the studies of Titman & Trueman (1986), Beatty (1989), Davidson (1993), Choi et al.
(2008), Hope et al. (2013), Simunic et al. (2011), Hoitash et al. (2007)... The study of DeAngelo (1981) shows that audit
quality is related to the size of the audit firm; audit firms with larger scales and reputations will provide better quality
independent audit services even when auditors have the same technical ability. The study of Lennox (1999) also concluded
that the size of the audit companies has a positive relationship with the quality of audit services. From there, the author
proposes hypothesis number 2:

H2: The larger the size of the auditing firm, the higher the quality of independent auditing services.

Deis & Giroux (1992) identified that auditor qualifications, auditor tenure, management system, client company factors, or
third-party audit control as having an impact on audit quality (Krishnan, 2000; Kuntari et al., 2017; Lospes & Peters, 2001;
Owolabi & Olagunju, 2020). The author proposed hypothesis number 3 as follows:

H3: The higher the auditor qualifications, the better the quality of independent audit services.

Kit (2005) pointed out that pressure on auditors, workload, and audit seasonality can reduce the quality of audit service.
Meanwhile, the audit process and the reputation of the audit firm can increase audit quality. Beattie et al. (2010) and
Knechel et al. (2013) also pointed out that audit firm ethics, audit firm size, and audit firm reputation/prestige are also
considered factors that help improve independent audit quality. Therefore, the author proposes hypothesis number 4 as
follows:

H4.: The higher the reputation/prestige of the auditing firm, the better the quality of independent auditing services.

Auditor

Firm size PR
qualifications

Reputation

Audit fee

of audit firm
Q Quality of @

auditing
service

Figure 1. Research Model.
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Research Model

Model 1: To measure the impact of audit fees on the quality of audit services provided by audit companies approved to
audit public interest entities in Vietnam:

Y = Bo + BiX1 (1)

Model 2: To measure the impact of audit fees in relation to a number of other factors on the quality of audit services
provided by audit companies approved to audit Vietnamese public interest entities:

Y = B0 + B1 X1 + B, X2 + B3 X3 + B4 X4 + Bs X5 (2)

Explanations of variables and methods of measurement of variables are presented in Table 1 as follows.

Table 1. Variables in the research model. Note: VACPA - Vietnam Association of Certified Public Accountants.

Variables Preference Measurement

Based on the annual assessment results of VACPA, in coordination with the sum-
mary report on the results of the annual audit service quality inspection of the De-

. . . X partment of Accounting and Auditing Practice Supervision (The Vietnamese Minis-
Y Quality of Public Interest Audit Services try of Finance) ;
’

Dependent Variable

Total Score = 100 in coordination with the Summary Report on the results of the annual audit service
quality inspection of the State Securities Commission of Vietnam

Audit fee = Revenue / Number of clients that are | Annual transparency report of the audit firm approved to audit public interest enti-

X1 public interest entities ties

X2 Total number of employees of the auditing firm Qggual transparency report of the audit firm approved to audit public interest enti-
) e Number of professional staff with audit practice certificates In Annual transparency

X3 Auditor Qualification report of the audit firm approved to audit public interest entities

X4 Audit firm reputation/prestige According to the annual summary report of VACPA, auditing companies are classi-

fied by revenue

Research data

In the study, primary data is the result of in-depth interviews with 22 experts, such as the board of directors, senior
auditors of auditing companies in Vietnam, research experts in the auditing field, experts working at the Vietnam Associ-
ation of Certified Public Accountants (VACPA) and the Department of Supervision of Accounting and Auditing Practices -
Ministry of Finance to identify influencing factors and assess the level of influence of factors on the quality of independent
auditing services in Vietnam.

The assessment scale is designed with 5 levels:

1.  Absolutely disagree.

2 Disagree.

3. Neutral.

4.  Agree.
Absolutely agree.

Secondary data is collected from 25 auditing companies approved to audit public interest entities in the period from 2016-
2023 (companies without sufficient data for 8 years have been excluded). This data is taken from the annual announcement
decision of the Department of Supervision of Accounting Practice and Auditing under the Ministry of Finance; the website
of the State Securities Commission of Vietnam annually announces the list of auditing companies and auditors approved
to audit public interest entities. Information on the number of employees, the number of practising auditors, the number
of listed company clients, and the revenue of auditing companies is collected from the Transparency Reports of auditing
companies, annual summary reports on operations, and annual inspection reports conducted by VACPA, the Ministry of
Finance, or the State Securities Commission for the period 2016-2023.
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RESULTS

In-depth expert interview results

Through in-depth interviews with 22 experts, the impacts of factors and the level of impacts of each factor on the quality
of audit services in Vietnamese public interest entities are summarized in Table 2. Expert interview results (Percentage
%).

Table 2. Interview results.

Level
Statement

1 2 3 4 5
Audit fees and audit quality have a positive relationship 4 8 34 21 18
The larger the size of the auditing firm, the higher the quality of independent auditing services 0 4 50 26 20
The higher the auditor qualifications, the better the quality of independent audit services 0 4 21 34 26
The higher the reputation/prestige of the auditing firm, the better the quality of independent audit- 8 50 2 12
ing services
Auditor experience (participated in at least 3 similar audits) affects audit quality 4 4 21 26 20
Auditing process affects audit quality 4 4 21 34 18
Auditing method affects audit quality 4 8 50 26 12
Work pressure (amount of work and time required to complete audit reports) affects audit quality 0 4 21 34 26

The results of the in-depth interviews were processed and scored to rank the level of influence of factors on the quality of
audit services at auditing companies accepted to audit public interest entities in Vietnam (Table 3). In which the level of
influence is calculated by averaging the survey votes.

Table 3. Ranking the level of impact of factors on the quality of audit.

Factors Level of influence
The audit fee 4.33
The size of the auditing firm 3.75
The auditor qualifications 4.17
The reputation/prestige of the auditing firm 3.75
Auditor experience 3.25
Auditing process 3.25
Auditing method 3.25
Work pressure 3.25

In Table 3, experts all believe that audit fees have a significant impact on the quality of audit services in Vietnamese public
interest entities, reaching 4.33 points. This is followed by the impact score of auditor qualifications with 4.17 points. It can
be seen that the Group of 4 factors with the greatest impact on the quality of independent audit services in Vietnam are
included in the model for quantification, including Audit fees, audit firm size, auditor qualifications, and audit firm reputa-
tion.

Regression models

Based on data collected from the websites of the Vietnam Association of Certified Public Accountants, the State Securities
Commission of Vietnam, the Department of Accounting and Auditing Practice Supervision, the Ministry of Finance of Vi-
etnam, the measurement results of the impact of audit fees on the quality of audit in Vietnamese public interest entities
are shown in model 1 and model 2.

Based on the results of model 1 with 200 samples, it can be seen that audit fees have a positive impact on the quality of
the audit and are statistically significant. However, the model results only explain 22% of the variation in the dependent
variable Y (representing the quality of audit in Vietnamese public interest entities) due to the impact of audit fees (X1).
Therefore, this study will add 3 other factors that affect the quality of the audit (based on the results of in-depth expert
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interviews), including the size of the audit firm (X2), the auditor's qualifications (X3) and the reputation/prestige of the
audit firm (X4) to examine the impact of audit fees on the quality of audit services in relation to these factors.

Model 1: Measuring the impact of audit fees on the quality of audit firms accepted to audit public interest entities in
Vietnam:

Y = 0.805 + 0.578*X1
(2.63) (6.02)
Adjusted R? = 0.22; Durbin Watson = 1.63

Model 2: Measuring the impact of audit fees on the quality of audit at audit firms accepted to audit public interest entities
in Vietnam in relation to a number of other factors:

Y= 0.685 + 0.217 * X1 + 0.085 * X2 + 0.259 * X3 + 0.319 * X4
(1.39) (2.02) (0.63) (2.54) (2.17)
Adjusted R2 = 0.5; Durbin Watson = 1.8

The results of model 2 show that the quality of independent audit services in auditing firms approved to audit Vietnamese
public interest entities is not only affected by the audit fee but also by the auditor's qualifications and the reputation/pres-
tige of the auditing firm. The results are statistically significant. The factor of the size of the auditing firm, although not
statistically significant, also has a positive impact on the quality of independent audit services.

Model 2 explains 50% of the variation in the quality of audit (dependent variable Y) depending on the audit fee, auditor's
qualifications, reputation/prestige of the auditing firm, improving reliability compared to model 1.

Thus, it can be concluded that audit fees, the auditor's qualifications, the reputation/prestige of the auditing firm, and the
size of the auditing firm have a positive impact on the quality of the audit, consistent with the hypotheses put forward in
the article. The impact trend of audit fees shows that the higher the audit fee, the better the quality of independent audit
services. Therefore, unfair competition with low fees will reduce the quality of the audit, affecting the decision-making of
investors, lenders, creditors and related parties.

DISCUSSION

Audit quality is always a top concern not only for auditing companies but also for stock markets, users of financial reporting
and authorities. However, in recent years, there have been more and more scandals about audit quality both in the world
and in Vietnam. This has made relevant agencies, investors, and creditors more concerned about the quality of financial
reporting audits of auditing companies. Many aspects have been raised to investigate, such as what factors affect audit
quality, are those factors strictly controlled by authorities, professional associations and independent auditing firms, and if
so, how are they implemented? Through the results of this quantitative research, the author has pointed out the relation-
ship between audit quality and internal factors within the auditing company. From the research results, the author proposes
solutions to improve the quality of independent auditing as follows:

1.  First, it is necessary to create a specific basis for calculating audit fees for independent audit services in Vietnam.
Based on the scale of the client enterprise, the nature of the production and business sector (production, services,
construction...), the scope of activities, and the number of documents, on that basis, a plan should be developed for
the number of auditors participating in the audit as well as the number of working hours of the auditor for an audit
as a basis for calculating audit fees.

2. Second, audited companies need to disclose audit fees in the notes to financial reporting, creating a basis for
assessing whether the reduction in audit fees is associated with fundamental changes in the enterprise's business
operations or not. Lowering audit fees may help enterprises save costs in the short term, but it has serious long-term
consequences due to the decline in audit quality, affecting the reliability and transparency of published information
and eroding the trust of investors, creditors and stakeholders. Therefore, it is necessary to strengthen strong
sanctions to strictly handle advertising low fees, lowering audit fees to compete for customers and unfair competition
among auditing firms.
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3. Third, to ensure audit quality, the auditors have to handle complex problems such as accounting estimates, fair
values, impairments, and contingent liabilities related to uncertain future events. Auditors need to spend more time
and perform more audit methods to collect sufficient and appropriate audit evidence as a basis for their opinions,
ensuring the reliability of financial statements as well as audit quality. Therefore, auditors themselves need to
consciously improve their qualifications and experience to improve audit quality. At the same time, auditing firms
need to conduct training and continuously update knowledge for employees in the company.

4. Fourth, based on the experience of the United States, it is necessary to strengthen inspection and control of the audit
quality of auditing companies by building an external audit quality control system done by the State Securities
Commission, the Ministry of Finance, VACPA and other organizations. At the same time, it is necessary to strengthen
crosschecking between auditing companies. The Ministry of Finance has to strictly review the licensing activities and
the establishment of auditing companies and regularly inspect auditing companies approved to audit public interest
entities to improve audit quality.

5. Fifth, when detecting signs such as (1) there is a change to a new audit firm with a new audit fee much lower than
the old audit fee; (2) the first year's audit fee is much lower than the audit fee in the following years while the scope
and the work do not change significantly; (3) the audit fee is low, but other service fees arise such as tax consulting
fees, accounting consulting fees and other services. VACPA or the Department of Accounting and Auditing Practice
Supervision (Ministry of Finance), SEC requires audit companies to disclose and explain information on audit fees
publicly in periodic and ad hoc inspection reports.

CONCLUSIONS

In summary, this study aims to explore the relationship between independent audit quality and audit fees at audit compa-
nies approved to audit for public interest entities in the context of other variables. Audit fees are shown to have an impact
on audit service quality, but the impact is smaller than the two factors of reputation (prestige) of the audit firm and auditor
qualifications. The quantitative research results show that 4 variables have a positive impact on the quality of audit services
for public interest entities in Vietnam: the reputation (prestige) of the audit firm, auditor qualifications, audit fees, and
audit firm size. Therefore, company managers need to pay attention to implementing good policies for auditors to motivate
and connect employees with the company's reputation. This study shows the strong impact of the reputation of audit
companies on audit service quality. This shows that the auditing industry is a special industry where trust and professional
ethics are put first. Therefore, maintaining the trust of customers and maintaining professional ethics and integrity is a
vital factor for an auditing company.

Limitations and future research

This study was conducted with a sample of mainly auditing companies that are accepted to audit public interest entities
with complete data for 8 consecutive years from 2016 to 2023. This list is approved annually and widely published on the
websites of the Ministry of Finance and the State Securities Commission of Vietnam. This will not represent all auditing
companies licensed to do business in Vietnam.

Future research can consider other aspects of the multidimensionality of auditing services (factors external to the auditing
company, factors internal to the auditing company and can expand to other cases.
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Lle pocnimxkeHHs 6yno npoBeaeHe 3 METOO OLHKM BNAVBY NATV 32 ayauT Ha SKICTb ayAUTOPCbKUX NOCAYr ANns cyb'ekTiB,
L0 CTaHOBNSTb CycninbHUIA iHTepec y B'eTHami. [aHi bynu 3i6paHi Big 25 ayauTopcbkmx dipM, AONyLEHWUX [0 ayauTy
NiANPUEMCTB, WO CTaHOBASTb CyCriNbHUIA iHTepec y B'eTHaMi, 3 aocTaTHIMM AaHUMK ONMTYBaHHS 3a nepiog 2016-2023
pokiB. KinbKiCHi pe3ynbTaT noKasanu, Lo € 4 OCHOBHI (hakTopu, SiKi BNANBAKOTb Ha SKICTb ayANTOPCbKUX MOCAYT Y NOPSAKY
3HWXKEHHS: penyTauis / NpecTu ayauTopcbkoi (ipmu; kBanidikauia ayauTopis; nnaTta 3a ayaMTopcbKi NOCayrn; po3mip
ayauTopcbkoi dipMu. Ha 0CHOBI LUMX pe3ynbTaTiB aBTOpKM 3arnponoHyBanu HU3KY pekoMeHZallii o0 NoKpaLleHHs SIKOCTI
ayaAMTOpCbKMX Nocnyr Ans cy6'ekTiB nybniuHoro iHTepecy y B'eTHaMi. Lle focnigkeHHs nokasye cunbHUI BNAMB penyTadii
ayaAuTOPCbKOi ipMM Ha AKICTb ayAUTOPCbKUX nocnyr. Lle cBigunTb Npo Te, WO ayAuTOpCbKa rany3b € YHiKanbHO Lapu-
HOIO, e Ha neplue Micle CTaBnAaTb A0Bipy Ta npodeciliHy eTuky. ToMy niATPUMKa AOBIpY KNIEHTIB | JOTPUMaHHS npode-
CilHOT €TUKM 1 YECHOCTi € XWUTTEBO BaXIMBMMM chakTopamMu Ans ayauTopcbkoi dipmy. Keanidikauis nepcoHany, sikui
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BWKOHYE ayauT, € ApYruM ¢hakTopoM, SIKMIA Ma€ 3Ha4YHUI BMAMB Ha SIKICTb ayauTy. Ayautopcbka ¢ipMa MOBMHHA MaTtu
NpaKTUYHY MOAITUKY LLOAO CTBOPEHHSI YMOB AJ1s HABYaHHS ayAMTOPIB i NiABULLEHHS XHBOT NpodeciliHoi kBanidikaLii, Wwo
CNpUSTAME NIABULLEHHIO SKOCTi ayAMTOPCbKMX nocnyr. MnaTta 3a ayauT € TpeTiM (hakTopoM, LU0 BIJIMBAE Ha AKICTb ayau-
TOPCbKMX NepeBipoK. N8 YHUKHEHHS HegoOpOCOBICHOI KOHKYPEHLUii MiXX ayAUTOPCbKMMU ipMaMu LUASIXOM 3HWKEHHS
nnaTv 3a ayAMTOPCHKi NOCYrK, 3HMKEHHS SKOCTI ayAMTOPCbKMX NOCNYr HeobXiaHe edekTuBHe BTpy4YaHHS 3 60Ky opraHiB
KOHTpoOSIt0. BogHouac, cama ayauTopcbka ipMa NOBMHHA akTUBHO MOKpaLLyBaTh CBOKO penyTauito Ta MPecTuX 3a paxyHoK
MOCTIHOrO OHOBJIEHHS 3HaHb ayAMTOPIB, TUM CaMMM MOKPALLYtOUM SIKICTb ayANTOPCLKUX NMOCNYT, @ HE KOHKYpyBaTu WS-
XOM 3HWXEHHS roHopapiB..

KnrouoBi cnoBa: ayantopcbki 36opu, ayamTtopcbka dipMa, SIKiCTb ayauTy, Cy6'ekTu CycninbHOro iHTepecy, penyTauis
ayauTopcbkoi Gipmu, B'eTHam
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