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ABSTRACT.  Two major events took place in year 2002 in the accounting industry: (1) the collapse of Arthur Andersen (AA) that forced their audit clients to switch auditors; and (2) the Congressional response to the publicized greed and accounting scandals: the Sarbanes-Oxley Act of 2002.  This study is important because the pricing of auditor services and the perception of auditor independence is of concern to regulators, investors and researchers.  This study documents the new auditor selection of former AA audit clients, and examines whether they pay significantly more or less in audit and non-audit service fees in 2002 relative to year 2001.  Predictably, each former AA client in this study went to one of the Big Four accounting firms, which may be a proxy for the distribution of former AA audit partners to the Big Four accounting firms.  Test results indicate a significant growth in audit fees and a significant decline in non-audit service fees, which is pervasive across the Big Four accounting firms and industry membership.  Results suggest that in response to the publicized accounting scandals, the accounting industry adopt a pricing strategy of auditor fees that should reduce future negative political attention and enhance the perception of auditor independence.
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Where Have Andersen’s Clients Gone and Do They Now Pay More?
I. Introduction

The appearance of auditor independence has received even greater attention since the rise in publicized corporate greed, accounting scandals, and corporate bankruptcies of large firms (e.g., Enron, World Com, and Tyco).  The political process is a way that politicians and bureaucrats seek to make themselves better off by remedying perceived market failures (Watts & Zimmerman 1986).  The important issue of auditor independence and the magnitude of non-audit service fees as a percentage of total auditor fees (NASF%) has raised concerns about auditor objectivity, and the economic bonding that may occur when auditors provide both audit and non-audit services to their clients (i.e., DeAngelo 1981; Simunic 1984; Palmrose 1986; Craswell, Stokes, and Laughton 2002; Riesenberg 2002, Parkash and Venable 1993; Frankel, Johnson, and Nelson 2002; Dopuch, Gupta, Simunic and Stein 2003).  This study is motivated by the public and regulatory scrutiny of the financial interests of auditors, as well as by requests for additional research into auditor independence from the SEC, Kinney & Libby (2002), and Frankel, et al. (2002).  The purpose of this study is to examine whether auditors adopt pricing strategies consistent with the political process view with the anticipation of minimizing future regulatory interests in non-audit services and increasing the perception of auditor independence.  

The collapse of Enron, formerly the nation’s seventh largest public company, also led to the collapse of its auditors, Arthur Andersen LLP.  On June 15, 2002, a jury found an Andersen in-house lawyer guilty of “obstruction of justice,” for acting with intent to thwart federal regulators by persuading an Andersen partner to destroy or alter an internal document about Enron’s third-quarter earnings report.  

Arthur Andersen LLP (AA) is the first accounting firm ever to be convicted of a felony.  Consequently, the former AA clients still needed to file their annual audited 10K statements with the Securities and Exchange Commission (SEC) and were forced to switch auditors.  This created a market of new audit clients in a competitive environment that is otherwise constrained to a limited number of new entrants.    

At issue, the Levitt (1998, 2000) and the SEC argue that the substantial growth of non-audit services fees relative to the size of fees for the audit itself casts a long shadow of doubt on whether auditors can be truly independent.   In response to the perceived market failures, Congress passed the Sarbanes-Oxley Act of 2002 (referred to as The SOX).  The SOX was designed to restore public confidence in the integrity of financial reporting and the securities market by prohibiting certain non-audit services, such as the implementation of financial information systems.  Fees for those restricted services for the audit client by the audit firm will go to zero.  Furthermore, the Audit Committees must pre-approve all audit and non-audit services from their auditor.  The Audit Committee may be politically sensitive about the magnitude of the non-audit service fees and the possible perception of impaired auditor independence, and therefore, pre-approve fewer non-audit services from their auditor.  Consequently, the non-audit service fees should decrease.  In contrast, the SOX should increase the price of the audit engagements because the complexity, responsibility, and reputation of auditing former AA clients.  If the ratio NASF% exceeds the ratio of audit fees-to-total auditor fees (AF%) implies the impairment of auditor independence and potential conflicts of interest, then, conversely, ratios should enhance the perception of auditor independence and objectivity.  

Consistent with prior research in auditing, I assume that the demand for high-quality auditors remains a high priority among AA’s former audit clients.  Recent studies find that non-audit services do not impair auditor independence as evidenced by the propensity of issuing going concern opinions (DeFond, Raghunandan, and Subramanyan 2002) and financial restatements (Raghunandan, Read, and Whisenant 2003).  Literatures that empirically investigate whether factors associated with earnings management (discretionary accruals and managers propensity to meet earnings target) threaten auditor independence yield mixed results (Frankel et al. 2002; Reynolds, Deis, and Francis, 2002; Chung and Kallapur 2003). Chaney and Philipich (2002) find that the shredding of documents by Andersen negatively affected the market perception of Andersen’s other audit clients.  Likewise, this negative market perception of AA’s former audit clients may influence the pricing of their 2002 audit fees.  This study uses the Fortune 500 similar to Parkash and Venable (1993).

This study provides descriptive evidence that each former AA audit client selected a Big Four accounting firm.  Of the number of former AA Fortune 500 audit clients with available audit fee data, Deloitte and Touché captured the most (36%) and PricewaterhouseCoopers captured the least (13%).  If the Big Four absorbed most of the former AA audit partners, and if most of the former AA clients simply followed their existing auditing partners, then the distribution of former AA audit clients may proxy for the absorption of former AA partners by the Big Four.  However, whether all of the former AA clients went through the bidding process to find a new auditor is unclear.  Review of the 8Ks show that some firms went through the bidding process, while others provide no indication of doing so.  

The political process view is used to predict the change in pricing strategies by the accounting firms and is tested by using the t-test and analysis of variance procedures.  As hypothesized, results indicate significant growth in 2002 audit fees and decline in the 2002 non-audit service fees relative to the fees incurred in 2001 for the former AA audit clients.  However, the growth in audit fees was offset by the decline in non-audit service fees.  Overall, the former AA audit clients paid significantly less in total auditor fees in year 2002.  Finally, relative to year 2001, I find significantly higher mean AF% and significantly lower mean NASF% in year 2002.  This appears to be pervasive across auditors and industry membership.  The results suggest that the political process view explains the change in auditor pricing strategies.  The change in auditor fees should enhance the appearance of independence and minimize future regulatory interests in auditor fees charged to audit clients.  

The remainder of the paper is organized into five sections.  Section 2 discusses the theoretical developments of auditor selection, audit pricing, and the political process view.  Section 3 states the hypotheses.  Section 4 describes the sample selection.  The results are discussed in Section 5 and the conclusion is presented in Section 6.

II. Theoretical Development

Auditor Selection 

Prior motivations for client firms to switch auditors such as opinion shopping (Chow and Rice 1982; Magee and Tseng 1990), changes in corporate management (Burton and Roberts 1967), going public (Carpenter and Strawser 1971), failing firms (Schwartz and Menon 1985), and conservatism (Krishnan 1994) do not apply to the former AA clients who were forced to find a new auditor.  I do not assume that all former Andersen clients went out to bid for new auditors or that all former AA partners were absorbed by one of the Big Four.  Review of several 8Ks indicates that some firms went through the bidding process, although many 8Ks provide no indication of the auditor selection process.  Nisource Inc., for example, provides no indication of the auditor selection process in their 8K.  However, a news release states that Nisource did in-fact conduct a comprehensive review of the selection process of independent accountants.
  Whether the former AA clients went through the bidding process to find a new auditor, or simply followed the Andersen partner to the new accounting firm is unclear.  I am unable to locate research to document this as “in-fact”.  If, however, the Big Four did absorb most of the former AA partners, and if most of the former AA clients did follow their existing auditing partners, then the distribution of former AA clients may proxy for the distribution of former AA partners absorbed across the Big Four accounting firms.  

Audit Pricing 

A theoretical model of audit pricing developed by DeAngelo (1981) and extended by Beck, Frecka, and Solomon (1988) and others, indicates that non-incumbent auditors may “low-ball,” or discount the initial audit engagement in order to earn the right to future quasi-rents of audit fees, as a reflection of competition among auditors.  Although theoretical audit-pricing models usually include an incumbent auditor, in this study we do not have one.  Furthermore, “low-balling” is unlikely to exist due to the collapse of AA, which eliminated one major competitor.  In addition, the inundation of audit clients into the market seeking to replace AA further mitigates competition among the auditors.  Hence, auditors are unlikely to “low-ball” the initial audit engagements for the former AA audit clients.  Furthermore, the perceived quality of the earnings reports of AA’s audit clients may be tainted and scrutinized to a greater degree than prior to AA’s collapse.  Chaney and Philipich (2002) found that the impaired reputation of Andersen negatively affected the market value of AA’s other audit clients.  The credibility of the expressed level of assurance on the faithful representation of prior year financial statements of former AA clients may face greater uncertainty by their new auditors and by investors.  This increased scrutiny is likely to increase the auditors’ risk assessment and audit effort, and subsequently, reflect higher audit fees than the prior year.  

The Political Process View

The political process is a way that politicians and bureaucrats seek to make themselves better off by remedying perceived market failures (Watts & Zimmerman 1986, 223).  The exposed manipulations of financial reporting by management, the inexplicable breakdowns in the independent audit process and holes in our financial reporting standards and practices have increased skepticism about our capital markets system (Sutton 2002).  In the record-breaking year for bankruptcies, many of the largest bankruptcies (e.g., WorldCom Inc. and Adelphia Communications Corp.) filed in 2002 were due to accounting irregularities.
  Part of the market failure or “crisis” is being blamed on the increasing magnitude of non-audit service fees (NASF) paid to the auditor who also issues an opinion on the fairness of the financial statements and the possible impairment of auditor independence (i.e., SEC 2000; Arthur Levitt 2002).  Prior studies provide evidence that the magnitude of the NASF has grown over time.  For example, Parkash and Venable (1993 p.122) use data for Fortune 500 companies during 1978-1980 to show that NASF% averaged 24% for the Big 8 firms.  Two decades later, the former Chief Accountant of the SEC, Lynn Turner (2001) shows that the average NASF% of 563 client firms of the top 1000 Fortune companies during year 2000 was 73%
.  Frankel et al. (2002) and Whisenant, Sankaraguruswamy and Raghunandan (2003) find similar sample results for the 2001 non-audit service fee ratio.  Nonetheless, the regulators and Congress are concerned that auditors are willing to sacrifice their independence in exchange for retaining clients that pay large NASF, in spite of the loss of reputation and litigation costs providing strong incentives for auditors to maintain their independence.  

To remedy the perceived market failures, Congress passed the Sarbanes-Oxley Act in June 2002 as the solution to the “crisis” caused by the avarice, deceptions, and self-indulgent practices of the executive managers, accountants, bankers, and research analysts.  The SOX is designed to enhance corporate governance, auditor independence, and restore investors’ confidence in the securities market.  The SOX and SEC Rules specify the disclosure of audit fees, limit the audit partners’ compensation paid by the audit client, direct the audit committee to pre-approve all audit and non-audit services, and require auditors to report to the audit committee.
  The SOX and SEC Rules increase audit risks and auditor responsibilities that should increase the price of audit fees.  Consistent with prior studies, audit fees should increase with additional effort (Palmrose 1986).  

Economic theories assume that the political process is a competition for wealth transfers.  Watts and Zimmerman (1986) state that economic theories of the political process adopt the “self-interest” view, which assumes that politicians, like individuals, maximize their utility.  Watts and Zimmerman assert that politicians and bureaucrats seek to make themselves better off by proposing solutions to the “crisis” to improve their own chances for reelection.  Similarly, I would also extend the political process to accounting firms, who will also adopt the self-interest view and of utility maximization.  Accounting firms have incurred the political costs of negative publicity as well as Congressional prohibitions of providing certain non-audit services for their audit clients.  Consequently, the Big Four have been accumulating costs of publications and media distribution to rebuild the investors’ positive expectations of auditors.
  Accounting firms are likely to respond to the “accounting crisis” and the political process that transfers wealth away from their coffers.  The political process view suggests that accountants will act in their own self-interests.  That is, they may adopt strategies that would influence the pricing of AF and NASF in order to reduce future negative-wealth transfers of control to politicians and bureaucrats, (as well as reduce unwanted negative political attention).  

Under the political process view, the amount of NASF in year 2002 should decrease relative to the NASF charged in year 2001, partially reflecting the prohibited non-audit services.  Doing less work should lower the fees of non-audit services.  In addition, the audit committees may act in their own self-interests and approve fewer non-audit services to minimize future regulatory interests.  A significant adjustment in the pricing structure of audit and non-audit service fees in 2002 may give regulators and investors an indication that the accounting industry and Board members are taking self-correcting measures to enhance the perception of auditor independence and corporate integrity.  If an increasing NASF% implies impaired auditor independence, then a decreasing NASF% should imply more objective independent auditors.  Another explanation for lower non-audit services fees may be that the initial engagement is too early for a new auditor to identify efficiencies in the joint supply of the two services.   

III. Hypotheses

I assume that the dollar amounts reported in the proxy statements appropriately reflect the effort of audit, audit-related, tax and non-audit services.  The first and second hypotheses stated in the alternative below are directional.

H1:  Year 2002 audit fees charged by the new auditor are significantly greater than the audit fees charged in year 2001 by Andersen. 

H2:  Year 2002 non-audit service fees charged by the new auditor are significantly less than the non-audit service fees charged in year 2001 by Andersen.

The third hypothesis is formally stated below and is non-directional.  The sign of total auditor fees depends upon the magnitude of the offsetting differences between AF and NASF.

H3:  Year 2002 total auditor fees charged by the new auditor are significantly different than the total auditor fees charged in year 2001 by Andersen.

The fourth and fifth hypotheses are formally stated below and address the regulators concerns about the growing magnitude of NASF%.  

H4:  The percentage of audit fees to total auditor fees charged by the new auditors in year 2002 is significantly higher than the percentage of audit fees to total auditor fees charged in year 2001 by Andersen.

H5:  The percentage of non-audit service fees to total auditor fees charged by the new auditors in year 2002 is significantly lower than the percentage of non-audit service fees to total auditor fees charged in year 2001 by Andersen.

Although no formal hypotheses are presented in this study, I also test whether the pricing effects of H1 through H5 across accounting firms are proportional.   

IV. Sample Selection 

The sample selection began with 96 publicly held firms that were audited by Arthur Andersen LLP in 2001 that were listed as one of the 2001 Fortune 500 firms.  This study used the Fortune 500 similar to Parkash and Venable (1993).  Under the SEC’s 2000 proxy disclosure rule, S7-13-00, registrants are required to disclose audit fees, financial information systems design and implementation fees, and all other non-audit fees for the most recent fiscal year.  I searched the 2001 and 2002 annual proxy statements for each firm, and recorded the name of the current auditor and available audit fee information as published in the SEC filings on Lexis-Nexis.  In year 2001, five firms did not provide audit fee information in their annual 2001 proxy statements; and audit fee data was unavailable for eight firms in year 2002 due to mergers and/or bankruptcies.  The final sample consists of 83 former clients of AA that were forced to switch auditors in 2002.  

Prior to the felony conviction, AA was still performing services to their audit clients.  For work performed related to the 2002 reporting period, 26 firms paid AA an average of $689 thousand (median = $175 thousand) for audit fees and 24 firms paid an average of $1.4 million (median = $711 thousand) for non-audit services fees.  Fee data earned by AA in 2002 is not included in the following analysis, since this study focuses on fees paid to the new auditors in 2002.  Although AA performed some work during 2002 to their former clients, the audit opinion is from one of the Big Four in every case. 

Based upon information found in the proxy statements, 14 of the 83-sample firms separately identified payment  to their new auditors for re-audits of prior year financial statements.  However, the disaggregate amount for re-audits of prior year financial statements is subject to measurement error since it was sometimes mentioned, but not always separately disclosed.  Consistent with the focus of this study, fees paid to the new auditors in year 2002 for prior year audits are included in the following analysis.  

V. Data Analysis

Where Did They Go?

In this section, I provide descriptive evidence of the distribution of former AA clients.  Prior to the collapse of Anderson, AA audited 20% of the 450 Fortune 500 companies in year 2001 and the mean net sales reported by their audit clients  averaged $10.8 billion while the average non-AA client revenues for the Big Four audit firms ranged from $12.5 billion to $17.3 billion.  (See Figures 1 and 2.)

** Insert Figures 1 and 2 here. **

Historically, large audit firms have merged and brought their clientele along with them.  However, the collapse of AA produced an unprecedented pool of audit clients seeking new auditors over a six-month period.  A reviewer suggested that the AA client firms might have simply followed their existing auditors.  This explanation seems plausible, however, a review of several 8Ks indicate that some firms did, in fact, go through the bidding process.  If, however, the Big Four did absorb all available former AA partners, and if all former AA clients followed their existing auditing partners, then the distribution of former AA clients may be a proxy for the distribution of former AA partners absorbed across the Big Four accounting firms.  

As expected, after the collapse of AA, as expected, each former AA client switched to one of the Big Four audit firms: Deloitte & Touché (D&T), Ernst & Young (E&Y), KPMG PeatMarwick (KPMG), or PricewaterhouseCoopers (PWC).  Table 1 shows the distribution of the 83 former AA clients among the Big Four and mean sales for 2001.  I used the chi-square test procedure to determine whether the former AA clients are distributed in equal proportions across the Big Four auditors.  Based upon the minimum expected cell frequency of 20.8, the computed chi-square statistic of 8.807 with three degrees of freedom has a significance level of 3.2%, suggesting that the number of firms captured was not proportional across audit firms.  D&T captured more former AA clients than expected and PWC captured fewer clients than expected.  Tests indicate that firm size based on mean sales, total assets and log of total assets are of relatively equal proportions across the Big Four auditors.  

** Insert Table 1 here. **

How much did former AA clients pay?

Table 2, Panel A presents descriptive statistics for AF, NASF, and total auditor fees paid to the new auditors in year 2002 by the 83 former AA clients.  I disaggregated total auditor fees according to SEC’s S7-13-00 disclosure requirements.  Non-audit service fees can be disaggregated further into three components: audit-related, tax, and other fees; however, the proxy statements did not always separately identify each component by dollar amount for every firm.  Therefore, due to the potential measurement error, I do not perform statistical analysis on the disaggregated non-audit service fees.  I do not perform separate statistical analysis on financial information technology fees since only five firms received this service in 2002 and it would be subject to significant measurement error.  The SOX audit fees disclosure requirements are effective for fiscal years ending after December 15, 2003, with early application encouraged.  Therefore, in this study, NASF represent the sum of information technology, audit-related, tax and other fees.  

In Table 2, Panel A column a, the mean total audit fees for the 83 firms equal $3.5 million for all four auditors.  PWC has the highest mean ($5.6 million) and median ($5.1 million) AF than the other three accounting firms although PWC captured the fewest number of former AA clients.  In contrast, D&T has the lowest mean ($2.4 million) AF although D&T captured the largest number of former AA clients.  In column b, the mean total non-audit fees service for all four auditors equal $1.6 million.  PWC has the highest mean ($2.6 million) and median ($2.5 million) NASF among the Big Four accounting firms.  In contrast, KPMG has the lowest mean ($1.1 million) and median ($.5 million) NASF among the accounting firms.  In column c, the mean total auditor fees paid to the Big Four accounting firms is $5 million and ranges from $277 thousand to $23.7 million.  Notice that that the mean total auditor fees paid to PWC of $8.1 million exceeds the mean total auditor fees paid to the Big Four accounting firms.  D&T has the lowest mean total auditor fees of $4.0 million than the other three accounting firms although it captured the largest quantity of former AA audit clients.  

** Insert Table 2 here. **

Next I test whether the mean AF, NASF and total auditor fees are proportionately equal across auditors for the 83 former AA clients.  To do this, I use the analysis of variance, Kruskal-Wallis test and the Median test procedures.  The test results are presented in Panel B of Table 2.   The decision rule to reject the null hypothesis will be if the probability is 5% or less.  The analysis of variance F-statistic for AF of 1.936 with 3 degrees of freedom and a probability level of 13% indicates that the mean 2002 AF across auditors are not significantly different from another.  An alternative measure using the natural logarithm of AF provides similar results.  However, the Kruskal-Wallis and median tests indicate that AF are not proportional across auditors.

Next, the analysis of variance F-statistic for NASF of 2.353 with 3 degrees of freedom and a probability of 7.8% indicates that the mean NASF are significantly different across the accounting firms.  The alternative measure using the natural logarithm of NASF, Kruskal-Wallis and median tests provide similar results.  The Tukey, Bonferroni, and Scheffe multiple comparison tests indicate that the mean NASF for PWC is significantly greater than the mean NASF of KPMG and D&L.  Finally, the significance of the analysis of variance F-statistic of 2.173 for total auditor fees is marginal (p = .098).  Alternative testing provides similar results.  The multiple comparison tests indicate that the mean total auditor fees for PWC is significantly greater than those of KPMG and D&L.  

Are the new auditors charging more for audit services and less for non-audit services?

This section tests hypotheses one, two and three.  The collapse of AA clients forced a flood of clients to switch auditors, which decreased competition among auditors, and increasing scrutiny, responsibilities and audit effort of the new auditors,  suggesting higher audit fees in 2002 relative to audit fees in 2001.  This is consistent with the political process view (H1).  On the other hand, the political process view and the inability to identify inefficiencies on the initial engagement suggest lower non-audit services fees in year 2002 relative to fees charged in year 2001 (H2).  Finally, we test whether the differences between total auditor fees charged in year 2001 by AA is significantly different from total auditor fees charged in year 2002 by the Big Four (H3).  

To test H1, H2, and H3, the change in auditor fees on a firm-by-firm basis is calculated per fee category (audit, non-audit, and total).  To do this, year 2001 fees are subtracted from year 2002 fees for firm i.  This difference indicates the direction of the fee change, and is divided by the 2001 fees for firm i.  A positive (negative) number indicates that fees grew (declined) from year 2001 to year 2002.  A change in fees exceeding 100% indicates that the growth in fees was more than double the fees paid in year 2001.  Table 3 Panel A presents the mean change in auditor fees by category and by auditor and Panel B presents the test results of H1, H2, and H3.  T-tests are performed to determine whether the mean total change in auditor fees per category is significantly different from zero in the hypothesized direction.  Finally, Panel C presents test results of whether the mean change in fees is proportional across auditors.  

** Insert Table 3 here. **

Panel A shows a mean growth in audit fees of 68% for the former AA audit clients.  The t-statistic of 3.753 indicates that the mean growth in audit fees is significantly greater than zero at the 1% level (p = .000).  Therefore, I reject the null of H1.  The mean NASF declined by 48% from year 2001 to year 2002.  The t-statistic of –7.501 indicates that the decline in the mean NASF is significantly less than zero at the 1% level (p = .000).  Therefore, I reject the null of H2.  Whether total auditor fees in year 2002 will be greater (or less) than 2001 total auditor fees depend upon how much the growth in AF offsets the decline in NASF.  Panel A shows that the mean total auditor fees declined by 17% from year 2001 to year 2002 and the change is statistically significantly at the 1% level (p = .010).  Therefore, I reject the null of H3.  In addition, analysis of variance test results indicate that the growth in AF, the decline in NASF, and the decline in total auditor fees are proportional across accounting firms.  In sum, the change in auditor fees appears consistent with the political process view explanation.

Did the audit and non-audit percentages remain the same?

The SEC is particularly concerned about the economic bonding, the growing magnitude of NASF%, and impaired auditor independence when the auditor provides both audit and non-audit services to the audit client.  Hypothesis 4 states that the 2002 AF% charged by the Big Four are significantly greater than the 2001 AF% charged by Andersen.  Hypothesis 5 states that the 2002 NASF% charged by the Big Four are significantly less than the 2001 NASF% charged by Andersen.  The test of equal means results are presented in Table 4.  The results indicate that the mean AF% in 2001 of 38% significantly increased to 66% in year 2002 (p = .000).  In contrast, the mean NASF% in 2001 of 62% significantly decreased to 34% in year 2002 (p = .000).  The nonparametric Mann-Whitney tests provide similar results.  Alternative measures using the log of AF divided by the log of total audit fees and the log of NASF divided by log of total audit fees provide similar test results.  Therefore, I reject the null of H4 and the null of H5.  Furthermore, Table 5 shows that the phenomenon of higher AF% and lower NASF% is pervasive across industry membership and across auditors.

** Insert Tables 4 and 5 here. **

Figure 3 comparatively illustrates the mean AF% and NASF% for AA in 2001 relative to the Big Four in 2002 of former AA audit clients.  Although AF% for KPMG of 70% exceeds the Big Four accounting firms, the AF% are not statistically different across auditors.  D&T has the largest NASF% of 39%, however, the NASF% are not statistically different across audit firms.  If the average NASF% almost twice the magnitude of the average AF% implies impaired auditor independence to the regulators and investors, then a change in pricing strategy where the average NASF% roughly one-half the size of the average AF% should enhance the perception of auditor independence and reduce future negative political attention. 

** Insert Figure 3 here. **

VI. Summary and Conclusions

The recent wave of accounting scandals of large firms such as Enron and WorldCom, and the ongoing issue of auditor independence, coupled with the increasing magnitude of NASF% has raised regulators’ and politicians’ concerns about auditor objectivity and economic bonding that may occur when auditors provide both audit and non-audit services to their audit clients.  Congress passed the 2002 Sarbanes-Oxley Act to remedy the market failures and restore investors’ confidence brought on by the increasing magnitude of non-audit service fees, greed and accounting scandals.  The SOX transfers control away from the accounting industry to the politicians by issuing rules on auditor independence, restricting certain non-audit services and increasing the responsibilities of auditors and audit committees of public companies.  The political process view suggests that politicians and bureaucrats seek to make themselves better off when they “remedy” perceived market failures (Watts & Zimmerman 1986).  Similarly, I extend the political process view to accounting firms who also take on the self-interest view, and adopt strategies that may influence the pricing of audit fees and non-audit service fees in order to reduce future negative wealth transfers of control to politicians and bureaucrats, and to reduce unwanted negative political attention.  

The descriptive evidence indicates that each former AA audit client switched to one of the Big Four accounting firms in year 2002.  Quantitatively, D&T captured the largest percentage of former AA clients and PWC captured the fewest.  However, in terms of mean auditor fees, PWC obtained significantly larger fees than KPMG and D&T.  
I find that the changes in audit and non-audit service fees in year 2002 are consistent with the political process view.  In 2002, the former AA audit clients experienced a significant growth of 68% in audit fees and a significant decline of 48% in non-audit service fees.  The growth in audit fees reflects the political environment of increased audit risks and responsibilities.  It also reflects the tainted association of the collapsed accounting firm, in addition to less competitive audit market among the remaining Big Four accounting firms.  Disaggregating the factors associated with the growth in AF is saved for future research.  I find that the mean NASF% significantly decreased from 66% in 2001 to 34% in 2002 and, furthermore, the lower NASF% is pervasive across auditors and across industry membership.  In addition, the decrease in non-audit service fees more than offsets the increase in audit fees.  Overall, the former AA audit clients paid significantly less in total auditor fees of 17%.  In conclusion, this study provides evidence that the accounting industry is taking self-correcting actions to reduce future negative wealth transfers of control to politicians and to enhance the perception of auditor independence consistent with the political process view.

The study limits the sample to Fortune 500 firms.  A future study may increase the sample size of former AA audit clients.
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Figure 1.  Year 2001 Percentage of the Number of Fortune 500 Audit Clients

 per Accounting Firm
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Accounting Firms:  AA = Arthur Andersen; E&Y= Ernst & Young; D&T = Deloitte & Touché; KPMG = KPMG PeatMarwick; and PWC = PricewaterhouseCoopers

Figure 2.  Year 2001 Mean Sales of Fortune 500 Audit Clients by Accounting Firm


               Prior to the Collapse of AA   ($ millions)
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Accounting Firms:  AA = Arthur Andersen; E&Y= Ernst & Young; D&T = Deloitte & Touché; KPMG = KPMG PeatMarwick; and PWC = PricewaterhouseCoopers

Table 1.   Percentage and Number of Former Arthur Andersen Audit Clients

                 Captured by The Big Four and the Respective 2001 Sales Amounts

[image: image3.wmf]Percentage of Former AA Clients Captured
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24%

D&T

36%

PWC

13%

KPMG

27%

E&Y

D&T

KPMG

PWC


	
	# of Firms
	% of Firms
	Mean 2001 Sales (Millions)
	% of Sales

	  E&Y
	20
	24%
	$10,383 
	23%

	  D&T
	30
	36%
	$9,357
	20%

	  KPMG
	22
	27%
	$9,338 
	20%

	  PWC
	11
	13%
	$16,616 
	37%

	   Total
	83
	100%
	$10,562 
	  100%


Accounting Firms:  AA = Arthur Andersen; E&Y= Ernst & Young; D&T = Deloitte & Touché; KPMG = KPMG PeatMarwick; and PWC = PricewaterhouseCoopers
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Panel A.  Descriptive Statistics of Auditor Fees for Year 2002

   ($ '000)

Audit  

Non-Audit

Total

Fees

Service Fees

Auditor Fees

AUDITOR

(a)

(b)

(c) 

Ernst & Young

Mean

4,060.80

$            

 

1,388.75

$            

 

5,449.55

$            

 

Median

2,378.50

              

 

1,046.50

              

 

4,602.50

              

 

Std. Deviation

4,987.52

              

 

1,178.29

              

 

5,275.11

              

 

Minimum

403.00

                 

 

174.00

                 

 

580.00

                 

 

Maximum

20,900.00

            

 

4,700.00

              

 

23,700.00

            

 

N

20

20

20

DeLoitte

Mean

2,373.30

$            

 

1,627.90

$            

 

4,001.20

$            

 

  & Touche

Median

2,015.00

              

 

998.50

                 

 

2,896.50

              

 

Std. Deviation

1,948.51

              

 

1,710.40

              

 

3,012.40

              

 

Minimum

160.00

                 

 

29.00

                   

 

277.00

                 

 

Maximum

6,885.00

              

 

6,377.00

              

 

9,872.00

              

 

N

30

30

30

KMPG

Mean

3,353.91

$            

 

1,129.32

$            

 

4,483.23

$            

 

PeatMarwick

Median

1,520.00

              

 

502.00

                 

 

2,076.00

              

 

Std. Deviation

4,605.58

              

 

1,456.30

              

 

5,806.59

              

 

Minimum

275.00

                 

 

-

                       

 

570.00

                 

 

Maximum

19,300.00

            

 

6,000.00

              

 

23,700.00

            

 

N

22

22

22

Pricewater-

Mean

5,571.91

$            

 

2,589.00

$            

 

8,160.91

$            

 

houseCoopers

Median

5,100.00

              

 

2,500.00

              

 

7,600.00

              

 

Std. Deviation

4,718.00

              

 

1,684.02

              

 

5,603.75

              

 

Minimum

1,423.00

              

 

290.00

                 

 

2,011.00

              

 

Maximum

18,000.00

            

 

6,300.00

              

 

22,120.00

            

 

N

11

11

11

Total

Mean

3,463.76

$            

 

1,565.49

$            

 

5,029.25

$            

 

Median

2,000.00

              

 

1,027.00

              

 

3,537.00

              

 

Std. Deviation

4,046.57

              

 

1,563.94

              

 

4,893.52

              

 

Minimum

160.00

                 

 

-

                       

 

277.00

                 

 

Maximum

20,900.00

            

 

6,377.00

              

 

23,700.00

            

 

N

83

83

83

Panel B.  Test whether fees differ across auditors.

Audit Fees

Non-Audit Fees

Total Fees

ANOVA ANALYSIS

       F-Statistic

1.936

                   

 

2.353

                   

 

2.173

                   

 

       Level of Significance 

0.131

                   

 

0.078

                   

 

0.098

                   

 

Kruskal-Wallis Test

      Chi-Square Statistic

8.226

8.987

9.123

       Level of Significance 

0.042

0.029

0.028

Median Test

      Chi-Square Statistic

7.607

6.213

9.923
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Panel A

Change in Auditor Fees

Change is calculates as [(Year 2002 fees - Year 2001 fees) / Year 2001 fees]

Non-Audit

Total 

AUDITOR

 

Audit Fees

Service Fees

Auditor Fees

E&Y

Mean

132%

-50%

2%

Median

64%

-63%

-34%

Std. Deviation

2.358

           

 

0.513

             

 

0.844

             

 

N

20

20

20

D&T

Mean

46%

-50%

-25%

Median

6%

-64%

-30%

Std. Deviation

0.014

           

 

0.456

             

 

0.344

             

 

N

30

30

30

KPMG

Mean

38%

-48%

-28%

Median

12%

-71%

-36%

Std. Deviation

1.184

           

 

0.683

             

 

0.381

             

 

N

22

22

22

PWC

Mean

67%

-37%

-6%

Median

21%

-56%

-25%

Std. Deviation

0.013

           

 

0.796

             

 

0.743

             

 

N

11

11

11

Total

Mean

68%

-48%

-17%

Median

20%

-65%

-32%

Std. Deviation

1.640

           

 

0.577

             

 

0.572

             

 

N

83

83

83

Panel B

T-Test if Change in Fees Equal Zero

T-Statistic

3.753

-7.501

-2.641

Significance

0.000

0.000

0.010

Panel C

Test If Mean Fees Across Auditors are Equal

ANOVA F- Statistic

1.465

0.150

1.373

Significance

0.231

0.929

0.257


Accounting Firms:  AA = Arthur Andersen; E&Y= Ernst & Young; D&T = Deloitte & Touché; KPMG = KPMG PeatMarwick; and PWC = PricewaterhouseCoopers
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Audit Fees and Non-Audit Service Fees as a Percentage of

Total Auditor Fees:  Year 2001 versus Year 2002

Non-Audit 

YEAR

Audit Fee %

Service Fee %

2001

Mean

37.66%

62.34%

Median

34.17%

65.83%

2002

Mean

65.88%

34.12%

Median

69.40%

30.60%

F-Statistic

89.984

89.984

Level of Significance 

0.000

0.000


Figure 3.  [image: image7.wmf]Table 5

Sample Industry Distribution of Former AA Fortune 500 Clients by Auditor

2002 Percentage of Audit Fees (AF%) and Percentage of Non-Audit Service Fees (NASF%)

SIC

           E&Y

            D&T

             KPMG

              PWC

          Overall

Membership

AF%

NASF%

AF%

NASF%

AF%

NASF%

AF%

NASF%

AF%

NASF%

Mining & Construction

80%

20%

-

-

-

-

-

-

80%

20%

Food

-

-

-

-

54%

46%

79%

21%

67%

33%

Textiles & printing

76%

24%

57%

43%

92%

8%

16%

84%

69%

31%

Chemicals

-

-

65%

35%

77%

23%

65%

35%

71%

29%

Pharmaceuticals

-

-

71%

29%

-

-

61%

39%

64%

36%

Extractive

70%

30%

-

-

75%

25%

-

-

72%

28%

Durable manufactures

59%

41%

48%

52%

75%

25%

-

-

57%

43%

Computers

75%

25%

-

-

51%

49%

-

-

63%

37%

Transportation

51%

49%

64%

36%

82%

18%

63%

37%

Utilities

82%

18%

60%

40%

81%

19%

56%

44%

65%

35%

Retail

63%

37%

68%

32%

64%

36%

81%

19%

67%

33%

Services

61%

39%

68%

32%

89%

11%

86%

14%

69%

31%

Financial

-

-

74%

26%

69%

31%

42%

58%

66%

34%

Agriculture

-

-

82%

18%

-

-

-

-

82%

18%

  Total

68%

32%

61%

39%

70%

30%

66%

34%

66%

34%

Mean Auditor Fees as a Percentage of Total Auditor Fees per Auditor: A Side-by-Side Comparison of AA in Year 2001 and their Former Clients Audited by the Big Four in Year 2002

AF% = Audit fees/total auditor fees; NASF% = Non-Audit Service Fees/ Total Auditor Fees; Accounting Firms:  AA = Arthur Andersen; E&Y= Ernst & Young; D&T = Deloitte & Touché; KPMG = KPMG PeatMarwick; and PWC = PricewaterhouseCoopers
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AF% = Audit fees/total auditor fees;  NASF% = Non-Audit Service Fees/ Total Auditor Fees; Accounting Firms:  AA = Arthur Andersen; E&Y= Ernst & Young; D&T = Deloitte & Touché; KPMG = KPMG PeatMarwick; and PWC = PricewaterhouseCoopers.  Industry membership is determined by SIC code as follows: mining & construction (1000-1999), excluding 1300-1399), food (2000-2111), textiles & printing/publishing (2200-23799), chemicals (2800-2824, 2840-2899), pharmaceuticals (2830-2836), extractive (2900-2999, 1300-1399), durable manufactures (3000-3999), excluding 3570-3579 and 3670-3679), computers (7370-7379, 3570-3579, 3670-3679), transportation (4000-4899), utilities (4900-4999) retail (5000-5999), services (7000-8999, excluding 7370-7379), financial services (6000-6999) and agriculture (000-0999).  Coding of industry membership is similar to that used by Whisenant, Sankaraguruswamy, and Raghunandan  (2003) and Frankel, Johnson and Nelson (2002).
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� � HYPERLINK "http://chestertontribune.com/Business/nisource_replaces_arthur_anderso.htm" ��http://chestertontribune.com/Business/nisource_replaces_arthur_anderso.htm� Posted 5/21/2002.


� Puget Sound Business Journal (Seattle) – December 31, 2002 � HYPERLINK "http://www.bizjournals.com/seattle/ stories/2002/12/30/daily12.html" ��http://www.bizjournals.com/seattle/ stories/2002/12/30/daily12.html�  


� The average information technology fees equaled 11% of total fees and the average other non-audit service fees equaled 62% of total fees.


� As directed by the SOX, the SEC adopted final rules related to audit committees whose companies are listed on the national securities exchange (effective April 25, 2003, Rule S7-02-03), final rules requiring a seven-year retention of work papers and other documents that are relevant to audits and reviews of the financial statements (effective March 3, 2003, Rule S7-46-02), and final rules on strengthening the Commission’s requirements regarding auditor independence (effective May 6, 2003, Rule S7-49-02).  


� In one pamphlet, PricewaterhouseCoopers says: “Integrity is still a personal responsibility…Rules, regulations, laws, concepts, structures, processes, best practices, and even the most progressive use of technology cannot ensure public trust.  This can only come about when people of integrity are committed to doing the right thing.” Stand and Be Counted.  PricewaterhouseCoopers’ Position on Rebuilding Trust in the Capital Markets.”  New York.  July 2003.
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[image: image10.wmf]Table 3

Panel A

Change in Auditor Fees

Change is calculates as [(Year 2002 fees - Year 2001 fees) / Year 2001 fees]

Non-Audit

Total 

AUDITOR

 

Audit Fees

Service Fees

Auditor Fees

E&Y

Mean

132%

-50%

2%

Median

64%

-63%

-34%

Std. Deviation

2.358

           

 

0.513

             

 

0.844

             

 

N

20

20

20

D&T

Mean

46%

-50%

-25%

Median

6%

-64%

-30%

Std. Deviation

0.014

           

 

0.456

             

 

0.344

             

 

N

30

30

30

KPMG

Mean

38%

-48%

-28%

Median

12%

-71%

-36%

Std. Deviation

1.184

           

 

0.683

             

 

0.381

             

 

N

22

22

22

PWC

Mean

67%

-37%

-6%

Median

21%

-56%

-25%

Std. Deviation

0.013

           

 

0.796

             

 

0.743

             

 

N

11

11

11

Total

Mean

68%

-48%

-17%

Median

20%

-65%

-32%

Std. Deviation

1.640

           

 

0.577

             

 

0.572

             

 

N

83

83

83

Panel B

T-Test if Change in Fees Equal Zero

T-Statistic

3.753

-7.501

-2.641

Significance

0.000

0.000

0.010

Panel C

Test If Mean Fees Across Auditors are Equal

ANOVA F- Statistic

1.465

0.150

1.373

Significance

0.231

0.929

0.257

[image: image11.wmf]Table 2  

Panel A.  Descriptive Statistics of Auditor Fees for Year 2002

   ($ '000)

Audit  

Non-Audit

Total

Fees

Service Fees

Auditor Fees

AUDITOR

(a)

(b)

(c) 

Ernst & Young

Mean

4,060.80

$            

 

1,388.75

$            

 

5,449.55

$            

 

Median

2,378.50

              

 

1,046.50

              

 

4,602.50

              

 

Std. Deviation

4,987.52

              

 

1,178.29

              

 

5,275.11

              

 

Minimum

403.00

                 

 

174.00

                 

 

580.00

                 

 

Maximum

20,900.00

            

 

4,700.00

              

 

23,700.00

            

 

N

20

20

20

DeLoitte

Mean

2,373.30

$            

 

1,627.90

$            

 

4,001.20

$            

 

  & Touche

Median

2,015.00

              

 

998.50

                 

 

2,896.50

              

 

Std. Deviation

1,948.51

              

 

1,710.40

              

 

3,012.40

              

 

Minimum

160.00

                 

 

29.00

                   

 

277.00

                 

 

Maximum

6,885.00

              

 

6,377.00

              

 

9,872.00

              

 

N

30

30

30

KMPG

Mean

3,353.91

$            

 

1,129.32

$            

 

4,483.23

$            

 

PeatMarwick

Median

1,520.00

              

 

502.00

                 

 

2,076.00

              

 

Std. Deviation

4,605.58

              

 

1,456.30

              

 

5,806.59

              

 

Minimum

275.00

                 

 

-

                       

 

570.00

                 

 

Maximum

19,300.00

            

 

6,000.00

              

 

23,700.00

            

 

N

22

22

22

Pricewater-

Mean

5,571.91

$            

 

2,589.00

$            

 

8,160.91

$            

 

houseCoopers

Median

5,100.00

              

 

2,500.00

              

 

7,600.00

              

 

Std. Deviation

4,718.00

              

 

1,684.02

              

 

5,603.75

              

 

Minimum

1,423.00

              

 

290.00

                 

 

2,011.00

              

 

Maximum

18,000.00

            

 

6,300.00

              

 

22,120.00

            

 

N

11

11

11

Total

Mean

3,463.76

$            

 

1,565.49

$            

 

5,029.25

$            

 

Median

2,000.00

              

 

1,027.00

              

 

3,537.00

              

 

Std. Deviation

4,046.57

              

 

1,563.94

              

 

4,893.52

              

 

Minimum

160.00

                 

 

-

                       

 

277.00

                 

 

Maximum

20,900.00

            

 

6,377.00

              

 

23,700.00

            

 

N

83

83

83

Panel B.  Test whether fees differ across auditors.

Audit Fees

Non-Audit Fees

Total Fees

ANOVA ANALYSIS

       F-Statistic

1.936

                   

 

2.353

                   

 

2.173

                   

 

       Level of Significance 

0.131

                   

 

0.078

                   

 

0.098

                   

 

Kruskal-Wallis Test

      Chi-Square Statistic

8.226

8.987

9.123

       Level of Significance 

0.042

0.029

0.028

Median Test

      Chi-Square Statistic

7.607

6.213

9.923

[image: image12.wmf]Table  4.

Audit Fees and Non-Audit Service Fees as a Percentage of

Total Auditor Fees:  Year 2001 versus Year 2002

Non-Audit 

YEAR

Audit Fee %

Service Fee %

2001

Mean

37.66%

62.34%

Median

34.17%

65.83%

2002

Mean

65.88%

34.12%

Median

69.40%

30.60%

F-Statistic

89.984

89.984

Level of Significance 

0.000

0.000

[image: image13.wmf]0.00%

20.00%

40.00%

60.00%

80.00%

AF%

NASF %

AF%

37.66%

68.31%

61.09%

70.19%

65.92%

NASF %

62.34%

31.69%

38.91%

29.81%

34.08%

AA

E&Y

D&T

KPMG

PWC

[image: image14.wmf]Table 5

Sample Industry Distribution of Former AA Fortune 500 Clients by Auditor

2002 Percentage of Audit Fees (AF%) and Percentage of Non-Audit Service Fees (NASF%)

SIC

           E&Y

            D&T

             KPMG

              PWC

          Overall

Membership

AF%

NASF%

AF%

NASF%

AF%

NASF%

AF%

NASF%

AF%

NASF%

Mining & Construction

80%

20%

-

-

-

-

-

-

80%

20%

Food

-

-

-

-

54%

46%

79%

21%

67%

33%

Textiles & printing

76%

24%

57%

43%

92%

8%

16%

84%

69%

31%

Chemicals

-

-

65%

35%

77%

23%

65%

35%

71%

29%

Pharmaceuticals

-

-

71%

29%

-

-

61%

39%

64%

36%

Extractive

70%

30%

-

-

75%

25%

-

-

72%

28%

Durable manufactures

59%

41%

48%

52%

75%

25%

-

-

57%

43%

Computers

75%

25%

-

-

51%

49%

-

-

63%

37%

Transportation

51%

49%

64%

36%

82%

18%

63%

37%

Utilities

82%

18%

60%

40%

81%

19%

56%

44%

65%

35%

Retail

63%

37%

68%

32%

64%

36%

81%

19%

67%

33%

Services

61%

39%

68%

32%

89%

11%

86%

14%

69%

31%

Financial

-

-

74%

26%

69%

31%

42%

58%

66%

34%

Agriculture

-

-

82%

18%

-

-

-

-

82%

18%

  Total

68%

32%

61%

39%

70%

30%

66%

34%

66%

34%
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Sheet1

				Analysis based on filename: Copy of Aud_indep_ScottGist3.xls    worksheet Gist   range a2 - AL837

				Report

				YEAR		AUDITOR				Assets-Total		Sales-Net		Audit Fees		Total  Fees

				2000		1		Mean		16973.6263333333		10243.1052435897		2815.7858974359		8314.5230769231

								N		78		78		78		78

								Std. Deviation		25740.8144991865		12570.493975342		6008.6291470851		12381.3970451057

						4		Mean		26744.1905494505		12725.9673186813		1990.7186813187		8695.7340659341

								N		91		91		91		91

								Std. Deviation		38064.1107393689		21641.075064889		1621.2159214554		11279.9109302159

						5		Mean		44545.0751014493		15904.0410724638		3034.1028985507		11304.5028985507

								N		69		69		69		69

								Std. Deviation		85761.0918936574		23855.131930276		3885.2969803959		17746.9747381894

						6		Mean		71805.8171632653		16677.2318163265		3109.9244897959		11133.9653061224

								N		49		49		49		49

								Std. Deviation		173613.867258		24399.1932048833		5058.701001679		18870.1747675018

						7		Mean		44587.0281263158		17313.4456526316		3429.572631579		15127.5947368421

								N		95		95		95		95

								Std. Deviation		111225.984661855		29612.9587395975		4523.6897238126		20777.3142722833

						11		Mean		2768.338		4259.252		540.5		926

								N		2		2		2		2

								Std. Deviation		298.2039001891		164.8294191217		197.282791951		5.6568542495

						17		Mean		2459.601		4977.044		495		674

								N		1		1		1		1

								Std. Deviation		.		.		.		.

						Total		Mean		37905.2554961039		14363.2761376623		2830.938961039		10922.2522077922

								N		385		385		385		385

								Std. Deviation		94153.1356259796		23225.2386948976		4364.8445546478		16561.3217929578

				YEAR		AUDITOR				Assets-Total		Sales-Net		Audit Fees		Total  Fees

				2001		1		Mean		17176.6982247191		10765.5333707865		2161.1011235955		7271.3213483146														Quantity %

								N		89		89		89		89						Yr 2001		Quantity %

								Std. Deviation		26778.1742719376		9963.2196230347		1988.2361646635		7450.009396554				AA		89				0.19778				Yr 2001		Yr 2002

						4		Mean		28239.6147281553		12486.4945339806		2062.3398058252		7268.8932038835		4		E&Y		103		0.289		0.22889		E&Y		28.9%		24.1%		-0.048

								N		103		103		103		103		5		D&T		82		0.230		0.18222		D&T		23.0%		33.7%		0.107

								Std. Deviation		42469.0365974413		22631.8067415331		1714.6146285905		7138.6144436268		6		KPMG		54		0.152		0.12000		KPMG		15.2%		26.5%		0.113

						5		Mean		42849.8087804878		16867.1028170732		3450.9390243902		11397.6097560976		7		PWC		117		0.329		0.26000		PwC		32.9%		15.7%		-0.172

								N		82		82		82		82		other		Other		5				0.01111

								Std. Deviation		86644.6790162017		22741.9691243689		4550.763475079		15418.4420997746		tot		Total		450		1.000		1.000						1

						6		Mean		73554.9011481482		16658.2539259259		2977.6296296296		9240.6740740741

								N		54		54		54		54						356

								Std. Deviation		194216.304462555		23417.8803342654		4559.7569212615		14458.2740881474

						7		Mean		44287.2567521368		17296.1811111111		3672.6581196581		16444.5213675214														Revenue %

								N		117		117		117		117						Yr 2001		Revenue %

								Std. Deviation		107277.604390605		26625.7442746884		4782.3146883765		21876.9184828078				AA		10765.5333707865				0.73676				Non-Andersen Clients 2001 Revenues		Percentage of non-Andersen Clients in Year 2001		Year 2002 Percentage of Former Andersen Clients

						9		Mean		10274.603		5109.045		1157		2086				E&Y		12486.4945339806		0.197		0.85454		E&Y		19.7%		28.9%		24.1%

								N		1		1		1		1				D&T		16867.1028170732		0.266		1.15433		D&T		26.6%		23.0%		33.7%

								Std. Deviation		.		.		.		.				KPMG		16658.2539259259		0.263		1.14004		KPMG		26.3%		15.2%		26.5%

						11		Mean		2998.36		4483.795		686.5		2251.5				PWC		17296.1811111111		0.273		1.18370		PwC		27.3%		32.9%		15.7%

																				Other		5109

																				BDO Seidman		4484

								N		2		2		2		2				Grant Thorton		5497				0.37620

								Std. Deviation		530.5280757886		546.7278921456		275.0645378816		1537.9572490807				Total		14612		1.000		5.446

						17		Mean		19774.0255		5497.017		584		1012.5

								N		2		2		2		2						63308.0323880908

								Std. Deviation		24667.8153343834		1050.3364127745		74.9533188058		383.9589821843

						Total		Mean		38134.4085666667		14612.4742422222		2848.7266666667		10582.3711111111

								N		450		450		450		450						Yr 2001		Total Fees 01 %

								Std. Deviation		98054.6958621526		22029.7838010856		3751.3244483328		15117.2487546035				AA		7271.3213483146				0.12763

				Total		1		Mean		17081.8502754491		10521.5250239521		2466.8820359281		7758.5652694611				E&Y		7268.8932038835		0.164		0.12758

								N		167		167		167		167				D&T		11397.6097560976		0.257		0.20005

								Std. Deviation		26220.0284942606		11224.4528045129		4353.1371412764		10040.1281926903				KPMG		9240.6740740741		0.208		0.16219

						4		Mean		27538.152871134		12598.8245515464		2028.7443298969		7938.1845360825				PWC		16444.5213675214		0.371		0.28864

								N		194		194		194		194				Other		5350				0.09390

								Std. Deviation		40365.9476427536		22115.7210145016		1667.5331100002		9315.2998394428				Total		56973.0197498911		1.000		1.000

						5		Mean		43624.4669006623		16427.0282450331		3260.4642384106		11355.0642384106

								N		151		151		151		151						44351.6984015765

								Std. Deviation		85958.7742749087		23183.9457108681		4250.8603509932		16466.7886698787

						6		Mean		72722.8126504855		16667.2822427184		3040.5660194175		10141.3660194175

								N		103		103		103		103

								Std. Deviation		183806.226593446		23771.8829572912		4780.2030484922		16646.0564847427

						7		Mean		44421.5882641509		17303.9175801887		3563.7283018868		15854.3891509434

								N		212		212		212		212

								Std. Deviation		108804.001152602		27935.8688519003		4658.8214500007		21351.0463633846

						9		Mean		10274.603		5109.045		1157		2086

								N		1		1		1		1

								Std. Deviation		.		.		.		.

						11		Mean		2883.349		4371.5235		613.5		1588.75

								N		4		4		4		4

								Std. Deviation		375.6309029584		354.259643156		212.83561732		1172.2193694015

						17		Mean		14002.5506666667		5323.6926666667		554.3333333333		899.6666666667

								N		3		3		3		3

								Std. Deviation		20104.2364177558		801.0788123377		73.8195999267		334.5240399931

						Total		Mean		38028.7511628743		14497.5745173652		2840.5251497006		10739.082754491

								N		835		835		835		835

								Std. Deviation		96218.1141882325		22575.5270978246		4043.3066819506		15790.7857768183
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Sheet1

		Table 1.														Table 1.  Descriptive Statistics of Auditor Fees for Year 2002

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002														($ '000)

		($ '000)																				Information		Non-Audit		Total

						Audit		Non-Audit		Total										Audit		Technology		Service		Auditor

		AUDITOR				Fees		Service Fees		Auditor Fees						AUDITOR				Fees		Fees		Fees		Fees																								Table 4.  Audit Fees and Non-Audit Service Fees

		E&Y		Mean		$   4,060.80		$   1,388.75		$   5,449.55						E&Y		Mean		$   4,060.80		$   297.00		$   1,373.90		$   5,449.55																								as a Percentage of Total Auditor Fees

				Median		2,378.50		1,046.50		4,602.50								Median		2,378.50		297.00		1,046.50		4,602.50				E&Y		24.1%		20																in Year 2001 and 2002 Comparison

				Std. Deviation		4,987.52		1,178.29		5,275.11								Std. Deviation		4,987.52		.		1,187.54		5,275.11				D&T		33.7%		28

				Minimum		403.00		174.00		580.00								Minimum		403.00		297.00		174.00		580.00				KMPG		26.5%		22																YEAR				Audit Fee %		Service Fee %

				Maximum		20,900.00		4,700.00		23,700.00								Maximum		20,900.00		297.00		4,700.00		23,700.00				KMPG		15.7%		13																2001		Mean		37.66%		62.34%

				N		20		20		20								N		20		1		20		20								83																		Median		34.17%		65.83%

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20						D&T		Mean		$   2,527.11		$   1,644.50		$   1,547.18		$   4,191.75								83

		& Touche		Median		2,015.00		998.50		2,896.50								Median		2,058.00		1,644.50		938.50		3,455.00																								2002		Mean		65.88%		34.12%

				Std. Deviation		1,948.51		1,710.40		3,012.40								Std. Deviation		1,926.05		2,000.41		1,694.66		3,028.29																										Median		69.40%		30.60%

				Minimum		160.00		29.00		277.00								Minimum		248.00		230.00		29.00		277.00

				Maximum		6,885.00		6,377.00		9,872.00								Maximum		6,885.00		3,059.00		6,377.00		9,872.00																								F-Statistic				89.984		89.984

				N		30		30		30								N		28		2		28		28																								Level of Significance				0.000		0.000

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23						KMPG		Mean		$   3,353.91				$   1,183.10		$   4,483.23

		Peat Marwick		Median		1,520.00		502.00		2,076.00								Median		1,520.00				523.00		2,076.00

				Std. Deviation		4,605.58		1,456.30		5,806.59								Std. Deviation		4,605.58				1,469.71		5,806.59

				Minimum		275.00		- 0		570.00								Minimum		275.00				140.00		570.00

				Maximum		19,300.00		6,000.00		23,700.00								Maximum		19,300.00				6,000.00		23,700.00

				N		22		22		22								N		22				21		22

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91						KMPG		Mean		$   4,748.54		$   792.50		$   2,240.08		$   7,110.54

		houseCoopers		Median		5,100.00		2,500.00		7,600.00								Median		4,298.00		792.50		1,600.00		5,233.00

				Std. Deviation		4,718.00		1,684.02		5,603.75								Std. Deviation		4,752.85		576.29		1,649.64		5,724.30

				Minimum		1,423.00		290.00		2,011.00								Minimum		160.00		385.00		290.00		942.00

				Maximum		18,000.00		6,300.00		22,120.00								Maximum		18,000.00		1,200.00		6,300.00		22,120.00

				N		11		11		11								N		13		2		13		13

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25						Total		Mean		$   3,463.76		$   1,034.20		$   1,521.52		$   5,029.25

				Median		2,000.00		1,027.00		3,537.00								Median		2,000.00		385.00		1,005.00		3,537.00

				Std. Deviation		4,046.57		1,563.94		4,893.52								Std. Deviation		4,046.57		1,197.81		1,530.61		4,893.52

				Minimum		160.00		- 0		277.00								Minimum		160.00		230.00		29.00		277.00

				Maximum		20,900.00		6,377.00		23,700.00								Maximum		20,900.00		3,059.00		6,377.00		23,700.00

				N		83		83		83								N		83		5		82		83

		Table 1 continued.

		Panel B.  Test whether fees differ across auditors.														The Big Four Accounting Firms:

						Audit Fees		Non-Audit Fees		Total Fees						E&Y = Earnst & Young                D&T = Deloitte & Touche

		ANOVA ANALYSIS														KPMG =  KPMG Peat Marwick    PwC = Pricewaterhouse Coopers

		F-Statistic				1.091		1.875		1.207

		Level of Significance				0.358		0.141		0.313																				Table 5.  Audit Fees and Non-Audit Service Fees as a Percentage of Total Auditor Fees in Year 2001 and 2002 Comparison

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		1.665

		Level of Significance				0.042		0.029		0.645																										Non-Audit		(IT + Non-Audit)

		Median Test																												YEAR				Audit Fee %		Service Fee %		Fee %

		Chi-Square Statistic				7.607		6.213		1.483																				2001		Mean		37.66%		59.59%		62.34%

		Level of Significance				0.055		0.102		0.686																						Median		34.17%		61.19%		65.83%

																														2002		Mean		65.88%		32.89%		34.12%

		ANOVA Table																														Median		69.40%		30.23%		30.60%

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038														F-Statistic				89.984		87.034		89.984

				Within Groups				1289307852.92752		79		16320352.5687028																		Level of Significance				0.000		0.000		0.000

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606																		Panel B.   Comparison of Fee Percentages By Auditor

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781																				Non-Audit		Sum of IT + Non-Audit Fee %

				Within Groups				1877570915.29441		79		23766720.4467646																		AUDITOR				Audit Fee %		Service Fee %		Fee %								Audit Fee %		IT+Non-Audit Fee %

				Total				1963615331.68675		82																				AA		Mean		37.66%		59.59%		62.34%						AA		37.66%		62.34%				100.00%						# of Former AA Clients

																																Std. Deviation		18.88%		18.04%		18.88%						E&Y		68.31%		31.69%				100.00%				E&Y		20

																																N		83		83		83						D&T		61.09%		38.91%				100.00%				D&T		30

																																Median		34.17%		61.19%		65.83%						KPMG		70.19%		29.81%				100.00%				KPMG		22

																														E&Y		Mean		68.31%		31.24%		31.69%						PWC		65.92%		34.08%				100.00%				PWC		11

																																Std. Deviation		18.43%		18.70%		18.43%

																																N		20		20		20																				83

																																Median		70.68%		29.32%		29.32%

																														D&T		Mean		64.27%		33.72%		35.73%

																																Std. Deviation		19.68%		18.76%		19.68%

																																N		28		28		28

																																Median		67.74%		29.51%		32.26%

																														KPMG		Mean		70.19%		29.81%		29.81%

																																Std. Deviation		15.74%		15.74%		15.74%

																																N		22		22		22

																																Median		70.24%		29.76%		29.76%

																														PWC		Mean		58.33%		38.89%		41.67%

		Table 2.																														Std. Deviation		25.11%		24.04%		25.11%

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002																														N		13		13		13

																																Median		67.62%		30.60%		32.38%

		($ '000)				Audit		Non-Audit		Total

						Fees		Service Fees		Auditor Fees

		AUDITOR				(a)		(b)		(c)

		E&Y		Mean		$   4,060.80		$   1,388.75		$   5,449.55

				Median		2,378.50		1,046.50		4,602.50

				Std. Deviation		4,987.52		1,178.29		5,275.11

				Minimum		403.00		174.00		580.00

				Maximum		20,900.00		4,700.00		23,700.00

				N		20		20		20																																										Report

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20																																										Sales-Net

		& Touche		Median		2,015.00		998.50		2,896.50																																										Auditor		AA Client Sales		N		Std. Deviation

				Std. Deviation		1,948.51		1,710.40		3,012.40																																										E&Y		10,383		20		10895.8052992139

				Minimum		160.00		29.00		277.00																																										D&T		9,357		30		7174.842905612

				Maximum		6,885.00		6,377.00		9,872.00																																										KPMG		9,338		22		8608.836412621

				N		30		30		30																																										PWC		16,616		11		14463.9277484675

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23																																										Total		10,562		83		9801.2255090218

		Peat Marwick		Median		1,520.00		502.00		2,076.00																				ANOVA Table

				Std. Deviation		4,605.58		1,456.30		5,806.59																										Sum of Squares		df		Mean Square		F		Sig.

				Minimum		275.00		- 0		570.00																		Aud / T Fee * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		19,300.00		6,000.00		23,700.00																						Within Groups				6.0241516273		164		0.0367326319

				N		22		22		22																						Total				9.3295181737		165

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91																		NonA / T Fee * YEAR				Between Groups		(Combined)		2.9575509921		1		2.9575509921		87.0337021034		0.000%

		houseCoopers		Median		5,100.00		2,500.00		7,600.00																						Within Groups				5.5729947248		164		0.0339816752

				Std. Deviation		4,718.00		1,684.02		5,603.75																						Total				8.5305457169		165

				Minimum		1,423.00		290.00		2,011.00																		IT + NonA / T FEE * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		18,000.00		6,300.00		22,120.00																						Within Groups				6.0241516273		164		0.0367326319

				N		11		11		11																						Total				9.3295181737		165

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25																				a		With fewer than three groups, linearity measures for Aud / T Fee * YEAR cannot be computed.

				Median		2,000.00		1,027.00		3,537.00																				b		With fewer than three groups, linearity measures for NonA / T Fee * YEAR cannot be computed.

				Std. Deviation		4,046.57		1,563.94		4,893.52																				c		With fewer than three groups, linearity measures for IT + NonA / T FEE * YEAR cannot be computed.

				Minimum		160.00		- 0		277.00

				Maximum		20,900.00		6,377.00		23,700.00

				N		83		83		83

		Panel B.  Test whether fees differ across auditors.

						Audit Fees		Non-Audit Fees		Total Fees

		ANOVA ANALYSIS

		F-Statistic				1.091		1.875		1.207

		Level of Significance				0.358		0.141		0.313

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		1.665

		Level of Significance				0.042		0.029		0.645

		Median Test

		Chi-Square Statistic				7.607		6.213		1.483

		Level of Significance				0.055		0.102		0.686

		ANOVA Table

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038

				Within Groups				1289307852.92752		79		16320352.5687028

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781

				Within Groups				1877570915.29441		79		23766720.4467646

				Total				1963615331.68675		82
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Exhibit 1.  Percentage of New Former AA Audit Clients
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				Table 3

				Panel A		Change in Auditor Fees

						Change is calculates as [(Year 2002 fees - Year 2001 fees) / Year 2001 fees]

										Non-Audit		Total

				AUDITOR				Audit Fees		Service Fees		Auditor Fees

				E&Y		Mean		132%		-50%		2%

						Median		64%		-63%		-34%

						Std. Deviation		2.358		0.513		0.844

						N		20		20		20

				D&T		Mean		46%		-50%		-25%								Audit Fee %		Non-Audit Sevice Fee %

						Median		6%		-64%		-30%						AA

						Std. Deviation		0.014		0.456		0.344						E&Y

						N		30		30		30						D&T

				KPMG		Mean		38%		-48%		-28%						KPMG

						Median		12%		-71%		-36%						PWC

						Std. Deviation		1.184		0.683		0.381

						N		22		22		22

				PWC		Mean		67%		-37%		-6%

						Median		21%		-56%		-25%

						Std. Deviation		0.013		0.796		0.743

						N		11		11		11

				Total		Mean		68%		-48%		-17%

						Median		20%		-65%		-32%

						Std. Deviation		1.640		0.577		0.572

						N		83		83		83

				Panel B		T-Test if Change in Fees Equal Zero

						T-Statistic		3.753		-7.501		-2.641

						Significance		0.000		0.000		0.010

				Panel C		Test If Mean Fees Across Auditors are Equal

						ANOVA F- Statistic		1.465		0.150		1.373

						Significance		0.231		0.929		0.257

				One-Sample Test

						Test Value = 0

						t		df		Sig. (2-tailed)		Mean Difference		95% Confidence Interval of the Difference

														Lower		Upper

				GROW_AF		3.7532790726		82		0.0003247491		0.6756246557		0.3175290707		1.0337202407

				Grow_All Fees		-2.6409378257		82		0.009897002		-0.1659036486		-0.2908725909		-0.0409347063

				Grow_NASFsum it+ ot		-7.5008653326		82		0.0000000001		-0.4752585788		-0.6013027975		-0.3492143601

				Tot Other		-7.6154390628		82		0		-0.4788680363		-0.6039587977		-0.3537772748

				ANOVA Table

										Sum of Squares		df		Mean Square		F		Sig.

				GROW_AF * AUDITOR		Between Groups		(Combined)		11.4232264018		3		3.8077421339		1.4385078887		0.2378623411

						Within Groups				209.1136454293		79		2.64700817

						Total				220.5368718311		82

				Grow_NASFsum it+ ot * AUDITOR		Between Groups		(Combined)		0.1319988042		3		0.0439996014		0.1278350292		0.9433264886

						Within Groups				27.1910487473		79		0.3441904905

						Total				27.3230475515		82

				Grow_All Fees * AUDITOR		Between Groups		(Combined)		1.0773951306		3		0.3591317102		1.1004577416		0.3540189566

						Within Groups				25.7814580541		79		0.3263475703

						Total				26.8588531847		82

				NPar Tests

				Kruskal-Wallis Test

				Median Test

				Descriptive Statistics

						N		Percentiles

								25th		50th (Median)		75th

				GROW_AF		83		-0.0666299559		0.196013289		0.7878787879

				Grow_NASFsum it+ ot		83		-0.8265835929		-0.6470985155		-0.3875462042

				Grow_All Fees		83		-0.5319990691		-0.3233113674		-0.0282971198

				AUDITOR		83		5		5		6

				Kruskal-Wallis Test

				Ranks

						AUDITOR		N		Mean Rank

				GROW_AF		4		20		50.9

						5		28		40.6428571429

						6		22		37.2272727273

						7		13		39.3076923077

						Total		83

				Grow_NASFsum it+ ot		4		20		41.7

						5		28		44.5714285714

						6		22		38.3636363636

						7		13		43.0769230769

						Total		83

				Grow_All Fees		4		20		44.7

						5		28		43.6428571429

						6		22		38.1363636364

						7		13		40.8461538462

						Total		83

				Test Statistics(a,b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				Chi-Square		3.8402099438		0.8484145803		0.976055442

				df		3		3		3

				Asymp. Sig.		0.279		0.838		0.807

				a		Kruskal Wallis Test

				b		Grouping Variable: AUDITOR

				Median Test

				Frequencies

								AUDITOR

								4		5		6		7

				GROW_AF		> Median		13		12		10		6

						<= Median		7		16		12		7

				Grow_NASFsum it+ ot		> Median		11		15		8		7

						<= Median		9		13		14		6

				Grow_All Fees		> Median		9		16		9		7

						<= Median		11		12		13		6

				Test Statistics(b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				N		83		83		83

				Median		0.196013289		-0.6470985155		-0.3233113674

				Chi-Square		2.6185017364		2.0443924252		1.5638031829

				df		3		3		3

				Asymp. Sig.		0.454		0.563		0.668

				a		0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 6.4.

				b		Grouping Variable: AUDITOR
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		Table 1.		do not use this table Winnie USE table 2 below												Table 1.  Descriptive Statistics of Auditor Fees for Year 2002

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002														($ '000)

		($ '000)																				Information		Non-Audit		Total

						Audit		Non-Audit		Total										Audit		Technology		Service		Auditor

		AUDITOR				Fees		Service Fees		Auditor Fees						AUDITOR				Fees		Fees		Fees		Fees																								Table 4.  Audit Fees and Non-Audit Service Fees

		E&Y		Mean		$   4,060.80		$   1,388.75		$   5,449.55						E&Y		Mean		$   4,060.80		$   297.00		$   1,373.90		$   5,449.55																								as a Percentage of Total Auditor Fees

				Median		2,378.50		1,046.50		4,602.50								Median		2,378.50		297.00		1,046.50		4,602.50				E&Y		24.1%		20																in Year 2001 and 2002 Comparison

				Std. Deviation		4,987.52		1,178.29		5,275.11								Std. Deviation		4,987.52		.		1,187.54		5,275.11				D&T		33.7%		28

				Minimum		403.00		174.00		580.00								Minimum		403.00		297.00		174.00		580.00				KMPG		26.5%		22																YEAR				Audit Fee %		Service Fee %

				Maximum		20,900.00		4,700.00		23,700.00								Maximum		20,900.00		297.00		4,700.00		23,700.00				KMPG		15.7%		13																2001		Mean		37.66%		62.34%

				N		20		20		20								N		20		1		20		20								83																		Median		34.17%		65.83%

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20						D&T		Mean		$   2,527.11		$   1,644.50		$   1,547.18		$   4,191.75								83

		& Touche		Median		2,015.00		998.50		2,896.50								Median		2,058.00		1,644.50		938.50		3,455.00																								2002		Mean		65.88%		34.12%

				Std. Deviation		1,948.51		1,710.40		3,012.40								Std. Deviation		1,926.05		2,000.41		1,694.66		3,028.29																										Median		69.40%		30.60%

				Minimum		160.00		29.00		277.00								Minimum		248.00		230.00		29.00		277.00

				Maximum		6,885.00		6,377.00		9,872.00								Maximum		6,885.00		3,059.00		6,377.00		9,872.00																								F-Statistic				89.984		89.984

				N		30		30		30								N		28		2		28		28																								Level of Significance				0.000		0.000

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23						KMPG		Mean		$   3,353.91				$   1,183.10		$   4,483.23

		Peat Marwick		Median		1,520.00		502.00		2,076.00								Median		1,520.00				523.00		2,076.00

				Std. Deviation		4,605.58		1,456.30		5,806.59								Std. Deviation		4,605.58				1,469.71		5,806.59

				Minimum		275.00		- 0		570.00								Minimum		275.00				140.00		570.00

				Maximum		19,300.00		6,000.00		23,700.00								Maximum		19,300.00				6,000.00		23,700.00

				N		22		22		22								N		22				21		22

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91						KMPG		Mean		$   4,748.54		$   792.50		$   2,240.08		$   7,110.54

		houseCoopers		Median		5,100.00		2,500.00		7,600.00								Median		4,298.00		792.50		1,600.00		5,233.00

				Std. Deviation		4,718.00		1,684.02		5,603.75								Std. Deviation		4,752.85		576.29		1,649.64		5,724.30

				Minimum		1,423.00		290.00		2,011.00								Minimum		160.00		385.00		290.00		942.00

				Maximum		18,000.00		6,300.00		22,120.00								Maximum		18,000.00		1,200.00		6,300.00		22,120.00

				N		11		11		11								N		13		2		13		13

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25						Total		Mean		$   3,463.76		$   1,034.20		$   1,521.52		$   5,029.25

				Median		2,000.00		1,027.00		3,537.00								Median		2,000.00		385.00		1,005.00		3,537.00

				Std. Deviation		4,046.57		1,563.94		4,893.52								Std. Deviation		4,046.57		1,197.81		1,530.61		4,893.52

				Minimum		160.00		- 0		277.00								Minimum		160.00		230.00		29.00		277.00

				Maximum		20,900.00		6,377.00		23,700.00								Maximum		20,900.00		3,059.00		6,377.00		23,700.00

				N		83		83		83								N		83		5		82		83

		Table 1 continued.

		Panel B.  Test whether fees differ across auditors.														The Big Four Accounting Firms:

						Audit Fees		Non-Audit Fees		Total Fees						E&Y = Earnst & Young                D&T = Deloitte & Touche

		ANOVA ANALYSIS														KPMG =  KPMG Peat Marwick    PwC = Pricewaterhouse Coopers

		F-Statistic				1.091		1.875		1.207

		Level of Significance				0.358		0.141		0.313																				Table 5.  Audit Fees and Non-Audit Service Fees as a Percentage of Total Auditor Fees in Year 2001 and 2002 Comparison

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		1.665

		Level of Significance				0.042		0.029		0.645																										Non-Audit		(IT + Non-Audit)

		Median Test																												YEAR				Audit Fee %		Service Fee %		Fee %

		Chi-Square Statistic				7.607		6.213		1.483																				2001		Mean		37.66%		59.59%		62.34%

		Level of Significance				0.055		0.102		0.686																						Median		34.17%		61.19%		65.83%

																														2002		Mean		65.88%		32.89%		34.12%

		ANOVA Table																														Median		69.40%		30.23%		30.60%

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038														F-Statistic				89.984		87.034		89.984

				Within Groups				1289307852.92752		79		16320352.5687028																		Level of Significance				0.000		0.000		0.000

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606																		Panel B.   Comparison of Fee Percentages By Auditor

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781																				Non-Audit		Sum of IT + Non-Audit Fee %

				Within Groups				1877570915.29441		79		23766720.4467646																		AUDITOR				Audit Fee %		Service Fee %		Fee %								Audit Fee %		IT+Non-Audit Fee %

				Total				1963615331.68675		82																				AA		Mean		37.66%		59.59%		62.34%						AA		37.66%		62.34%				100.00%						# of Former AA Clients

																																Std. Deviation		18.88%		18.04%		18.88%						E&Y		68.31%		31.69%				100.00%				E&Y, +20		20

																																N		83		83		83						D&T		61.09%		38.91%				100.00%				D&T, +30		30

																																Median		34.17%		61.19%		65.83%						KPMG		70.19%		29.81%				100.00%				KPMG, +22		22

																														E&Y		Mean		68.31%		31.24%		31.69%						PWC		65.92%		34.08%				100.00%				PWC, +11		11

																																Std. Deviation		18.43%		18.70%		18.43%

																																N		20		20		20																				83

																																Median		70.68%		29.32%		29.32%

																														D&T		Mean		64.27%		33.72%		35.73%

																																Std. Deviation		19.68%		18.76%		19.68%

																																N		28		28		28

																																Median		67.74%		29.51%		32.26%

																														KPMG		Mean		70.19%		29.81%		29.81%

																																Std. Deviation		15.74%		15.74%		15.74%

																																N		22		22		22

																																Median		70.24%		29.76%		29.76%

																														PWC		Mean		58.33%		38.89%		41.67%

		Table 2																														Std. Deviation		25.11%		24.04%		25.11%

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002																														N		13		13		13

																																Median		67.62%		30.60%		32.38%

		($ '000)				Audit		Non-Audit		Total

						Fees		Service Fees		Auditor Fees

		AUDITOR				(a)		(b)		(c)

		Ernst & Young		Mean		$   4,060.80		$   1,388.75		$   5,449.55

				Median		2,378.50		1,046.50		4,602.50

				Std. Deviation		4,987.52		1,178.29		5,275.11

				Minimum		403.00		174.00		580.00

				Maximum		20,900.00		4,700.00		23,700.00

				N		20		20		20																																										Report

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20																																										Sales-Net

		& Touche		Median		2,015.00		998.50		2,896.50																																										Auditor		AA Client Sales		N		Std. Deviation

				Std. Deviation		1,948.51		1,710.40		3,012.40																																										E&Y		10,383		20		10895.8052992139

				Minimum		160.00		29.00		277.00																																										D&T		9,357		30		7174.842905612

				Maximum		6,885.00		6,377.00		9,872.00																																										KPMG		9,338		22		8608.836412621

				N		30		30		30																																										PWC		16,616		11		14463.9277484675

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23																																										Total		10,562		83		9801.2255090218

		PeatMarwick		Median		1,520.00		502.00		2,076.00																				ANOVA Table

				Std. Deviation		4,605.58		1,456.30		5,806.59																										Sum of Squares		df		Mean Square		F		Sig.

				Minimum		275.00		- 0		570.00																		Aud / T Fee * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		19,300.00		6,000.00		23,700.00																						Within Groups				6.0241516273		164		0.0367326319

				N		22		22		22																						Total				9.3295181737		165

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91																		NonA / T Fee * YEAR				Between Groups		(Combined)		2.9575509921		1		2.9575509921		87.0337021034		0.000%

		houseCoopers		Median		5,100.00		2,500.00		7,600.00																						Within Groups				5.5729947248		164		0.0339816752

				Std. Deviation		4,718.00		1,684.02		5,603.75																						Total				8.5305457169		165

				Minimum		1,423.00		290.00		2,011.00																		IT + NonA / T FEE * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		18,000.00		6,300.00		22,120.00																						Within Groups				6.0241516273		164		0.0367326319

				N		11		11		11																						Total				9.3295181737		165

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25																				a		With fewer than three groups, linearity measures for Aud / T Fee * YEAR cannot be computed.

				Median		2,000.00		1,027.00		3,537.00																				b		With fewer than three groups, linearity measures for NonA / T Fee * YEAR cannot be computed.

				Std. Deviation		4,046.57		1,563.94		4,893.52																				c		With fewer than three groups, linearity measures for IT + NonA / T FEE * YEAR cannot be computed.

				Minimum		160.00		- 0		277.00

				Maximum		20,900.00		6,377.00		23,700.00

				N		83		83		83

		Panel B.  Test whether fees differ across auditors.

						Audit Fees		Non-Audit Fees		Total Fees

		ANOVA ANALYSIS

		F-Statistic				1.936		2.353		2.173

		Level of Significance				0.131		0.078		0.098

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		9.123

		Level of Significance				0.042		0.029		0.028

		Median Test

		Chi-Square Statistic				7.607		6.213		9.923

		Level of Significance				0.055		0.102		0.019

		ANOVA Table

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038

				Within Groups				1289307852.92752		79		16320352.5687028

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781

				Within Groups				1877570915.29441		79		23766720.4467646

				Total				1963615331.68675		82
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Exhibit 1.  Percentage of New Former AA Audit Clients
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				Table 3

				Panel A		Change in Auditor Fees

						Change is calculates as [(Year 2002 fees - Year 2001 fees) / Year 2001 fees]

										Non-Audit		Total

				AUDITOR				Audit Fees		Service Fees		Auditor Fees

				E&Y		Mean		132%		-50%		2%

						Median		64%		-63%		-34%

						Std. Deviation		2.358		0.513		0.844

						N		20		20		20

				D&T		Mean		46%		-50%		-25%								Audit Fee %		Non-Audit Sevice Fee %

						Median		6%		-64%		-30%						AA

						Std. Deviation		0.014		0.456		0.344						E&Y

						N		30		30		30						D&T

				KPMG		Mean		38%		-48%		-28%						KPMG

						Median		12%		-71%		-36%						PWC

						Std. Deviation		1.184		0.683		0.381

						N		22		22		22

				PWC		Mean		67%		-37%		-6%

						Median		21%		-56%		-25%

						Std. Deviation		0.013		0.796		0.743

						N		11		11		11

				Total		Mean		68%		-48%		-17%

						Median		20%		-65%		-32%

						Std. Deviation		1.640		0.577		0.572

						N		83		83		83

				Panel B		T-Test if Change in Fees Equal Zero

						T-Statistic		3.753		-7.501		-2.641

						Significance		0.000		0.000		0.010

				Panel C		Test If Mean Fees Across Auditors are Equal

						ANOVA F- Statistic		1.465		0.150		1.373

						Significance		0.231		0.929		0.257

				One-Sample Test

						Test Value = 0

						t		df		Sig. (2-tailed)		Mean Difference		95% Confidence Interval of the Difference

														Lower		Upper

				GROW_AF		3.7532790726		82		0.0003247491		0.6756246557		0.3175290707		1.0337202407

				Grow_All Fees		-2.6409378257		82		0.009897002		-0.1659036486		-0.2908725909		-0.0409347063

				Grow_NASFsum it+ ot		-7.5008653326		82		0.0000000001		-0.4752585788		-0.6013027975		-0.3492143601

				Tot Other		-7.6154390628		82		0		-0.4788680363		-0.6039587977		-0.3537772748

				ANOVA Table

										Sum of Squares		df		Mean Square		F		Sig.

				GROW_AF * AUDITOR		Between Groups		(Combined)		11.4232264018		3		3.8077421339		1.4385078887		0.2378623411

						Within Groups				209.1136454293		79		2.64700817

						Total				220.5368718311		82

				Grow_NASFsum it+ ot * AUDITOR		Between Groups		(Combined)		0.1319988042		3		0.0439996014		0.1278350292		0.9433264886

						Within Groups				27.1910487473		79		0.3441904905

						Total				27.3230475515		82

				Grow_All Fees * AUDITOR		Between Groups		(Combined)		1.0773951306		3		0.3591317102		1.1004577416		0.3540189566

						Within Groups				25.7814580541		79		0.3263475703

						Total				26.8588531847		82

				NPar Tests

				Kruskal-Wallis Test

				Median Test

				Descriptive Statistics

						N		Percentiles

								25th		50th (Median)		75th

				GROW_AF		83		-0.0666299559		0.196013289		0.7878787879

				Grow_NASFsum it+ ot		83		-0.8265835929		-0.6470985155		-0.3875462042

				Grow_All Fees		83		-0.5319990691		-0.3233113674		-0.0282971198

				AUDITOR		83		5		5		6

				Kruskal-Wallis Test

				Ranks

						AUDITOR		N		Mean Rank

				GROW_AF		4		20		50.9

						5		28		40.6428571429

						6		22		37.2272727273

						7		13		39.3076923077

						Total		83

				Grow_NASFsum it+ ot		4		20		41.7

						5		28		44.5714285714

						6		22		38.3636363636

						7		13		43.0769230769

						Total		83

				Grow_All Fees		4		20		44.7

						5		28		43.6428571429

						6		22		38.1363636364

						7		13		40.8461538462

						Total		83

				Test Statistics(a,b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				Chi-Square		3.8402099438		0.8484145803		0.976055442

				df		3		3		3

				Asymp. Sig.		0.279		0.838		0.807

				a		Kruskal Wallis Test

				b		Grouping Variable: AUDITOR

				Median Test

				Frequencies

								AUDITOR

								4		5		6		7

				GROW_AF		> Median		13		12		10		6

						<= Median		7		16		12		7

				Grow_NASFsum it+ ot		> Median		11		15		8		7

						<= Median		9		13		14		6

				Grow_All Fees		> Median		9		16		9		7

						<= Median		11		12		13		6

				Test Statistics(b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				N		83		83		83

				Median		0.196013289		-0.6470985155		-0.3233113674

				Chi-Square		2.6185017364		2.0443924252		1.5638031829

				df		3		3		3

				Asymp. Sig.		0.454		0.563		0.668

				a		0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 6.4.

				b		Grouping Variable: AUDITOR
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		Table 1.		do not use this table Winnie USE table 2 below												Table 1.  Descriptive Statistics of Auditor Fees for Year 2002

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002														($ '000)

		($ '000)																				Information		Non-Audit		Total

						Audit		Non-Audit		Total										Audit		Technology		Service		Auditor

		AUDITOR				Fees		Service Fees		Auditor Fees						AUDITOR				Fees		Fees		Fees		Fees

		E&Y		Mean		$   4,060.80		$   1,388.75		$   5,449.55						E&Y		Mean		$   4,060.80		$   297.00		$   1,373.90		$   5,449.55

				Median		2,378.50		1,046.50		4,602.50								Median		2,378.50		297.00		1,046.50		4,602.50				E&Y		24.1%		20

				Std. Deviation		4,987.52		1,178.29		5,275.11								Std. Deviation		4,987.52		.		1,187.54		5,275.11				D&T		33.7%		28

				Minimum		403.00		174.00		580.00								Minimum		403.00		297.00		174.00		580.00				KMPG		26.5%		22

				Maximum		20,900.00		4,700.00		23,700.00								Maximum		20,900.00		297.00		4,700.00		23,700.00				KMPG		15.7%		13

				N		20		20		20								N		20		1		20		20								83

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20						D&T		Mean		$   2,527.11		$   1,644.50		$   1,547.18		$   4,191.75								83

		& Touche		Median		2,015.00		998.50		2,896.50								Median		2,058.00		1,644.50		938.50		3,455.00

				Std. Deviation		1,948.51		1,710.40		3,012.40								Std. Deviation		1,926.05		2,000.41		1,694.66		3,028.29

				Minimum		160.00		29.00		277.00								Minimum		248.00		230.00		29.00		277.00

				Maximum		6,885.00		6,377.00		9,872.00								Maximum		6,885.00		3,059.00		6,377.00		9,872.00

				N		30		30		30								N		28		2		28		28

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23						KMPG		Mean		$   3,353.91				$   1,183.10		$   4,483.23

		Peat Marwick		Median		1,520.00		502.00		2,076.00								Median		1,520.00				523.00		2,076.00

				Std. Deviation		4,605.58		1,456.30		5,806.59								Std. Deviation		4,605.58				1,469.71		5,806.59

				Minimum		275.00		- 0		570.00								Minimum		275.00				140.00		570.00

				Maximum		19,300.00		6,000.00		23,700.00								Maximum		19,300.00				6,000.00		23,700.00

				N		22		22		22								N		22				21		22

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91						KMPG		Mean		$   4,748.54		$   792.50		$   2,240.08		$   7,110.54

		houseCoopers		Median		5,100.00		2,500.00		7,600.00								Median		4,298.00		792.50		1,600.00		5,233.00

				Std. Deviation		4,718.00		1,684.02		5,603.75								Std. Deviation		4,752.85		576.29		1,649.64		5,724.30

				Minimum		1,423.00		290.00		2,011.00								Minimum		160.00		385.00		290.00		942.00

				Maximum		18,000.00		6,300.00		22,120.00								Maximum		18,000.00		1,200.00		6,300.00		22,120.00

				N		11		11		11								N		13		2		13		13

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25						Total		Mean		$   3,463.76		$   1,034.20		$   1,521.52		$   5,029.25

				Median		2,000.00		1,027.00		3,537.00								Median		2,000.00		385.00		1,005.00		3,537.00

				Std. Deviation		4,046.57		1,563.94		4,893.52								Std. Deviation		4,046.57		1,197.81		1,530.61		4,893.52																								Table 4.  Audit Fees and Non-Audit Service Fees

				Minimum		160.00		- 0		277.00								Minimum		160.00		230.00		29.00		277.00																								as a Percentage of Total Auditor Fees

				Maximum		20,900.00		6,377.00		23,700.00								Maximum		20,900.00		3,059.00		6,377.00		23,700.00																								in Year 2001 and 2002 Comparison

				N		83		83		83								N		83		5		82		83

		Table 1 continued.

		Panel B.  Test whether fees differ across auditors.														The Big Four Accounting Firms:

						Audit Fees		Non-Audit Fees		Total Fees						E&Y = Earnst & Young                D&T = Deloitte & Touche																																		Table  4.

		ANOVA ANALYSIS														KPMG =  KPMG Peat Marwick    PwC = Pricewaterhouse Coopers																																		Audit Fees and Non-Audit Service Fees as a Percentage of

		F-Statistic				1.091		1.875		1.207																																								Total Auditor Fees:  Year 2001 versus Year 2002

		Level of Significance				0.358		0.141		0.313																				Table 5.  Audit Fees and Non-Audit Service Fees as a Percentage of Total Auditor Fees in Year 2001 and 2002 Comparison

		Kruskal-Wallis Test																																																						Non-Audit

		Chi-Square Statistic				8.226		8.987		1.665																																								YEAR				Audit Fee %		Service Fee %

		Level of Significance				0.042		0.029		0.645																										Non-Audit		(IT + Non-Audit)												2001		Mean		37.66%		62.34%

		Median Test																												YEAR				Audit Fee %		Service Fee %		Fee %														Median		34.17%		65.83%

		Chi-Square Statistic				7.607		6.213		1.483																				2001		Mean		37.66%		59.59%		62.34%

		Level of Significance				0.055		0.102		0.686																						Median		34.17%		61.19%		65.83%												2002		Mean		65.88%		34.12%

																																																				Median		69.40%		30.60%

																														2002		Mean		65.88%		32.89%		34.12%

		ANOVA Table																														Median		69.40%		30.23%		30.60%												F-Statistic				89.984		89.984

								Sum of Squares		df		Mean Square		F		Sig.																																		Level of Significance				0.000		0.000

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038														F-Statistic				89.984		87.034		89.984

				Within Groups				1289307852.92752		79		16320352.5687028																		Level of Significance				0.000		0.000		0.000

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606																		Panel B.   Comparison of Fee Percentages By Auditor

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781																				Non-Audit		Sum of IT + Non-Audit Fee %

				Within Groups				1877570915.29441		79		23766720.4467646																		AUDITOR				Audit Fee %		Service Fee %		Fee %								AF%		NASF %

				Total				1963615331.68675		82																				AA		Mean		37.66%		59.59%		62.34%						AA		37.66%		62.34%				100.00%						# of Former AA Clients

																																Std. Deviation		18.88%		18.04%		18.88%						E&Y		68.31%		31.69%				100.00%				E&Y, +20		20

																																N		83		83		83						D&T		61.09%		38.91%				100.00%				D&T, +30		30

																																Median		34.17%		61.19%		65.83%						KPMG		70.19%		29.81%				100.00%				KPMG, +22		22

																														E&Y		Mean		68.31%		31.24%		31.69%						PWC		65.92%		34.08%				100.00%				PWC, +11		11

																																Std. Deviation		18.43%		18.70%		18.43%

																																N		20		20		20																				83

																																Median		70.68%		29.32%		29.32%

																														D&T		Mean		64.27%		33.72%		35.73%

																																Std. Deviation		19.68%		18.76%		19.68%

																																N		28		28		28

																																Median		67.74%		29.51%		32.26%

																														KPMG		Mean		70.19%		29.81%		29.81%

																																Std. Deviation		15.74%		15.74%		15.74%

																																N		22		22		22

																																Median		70.24%		29.76%		29.76%

																														PWC		Mean		58.33%		38.89%		41.67%

		Table 2.																														Std. Deviation		25.11%		24.04%		25.11%

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002																														N		13		13		13

																																Median		67.62%		30.60%		32.38%

		($ '000)				Audit		Non-Audit		Total

						Fees		Service Fees		Auditor Fees

		AUDITOR				(a)		(b)		(c)

		Ernst & Young		Mean		$   4,060.80		$   1,388.75		$   5,449.55

				Median		2,378.50		1,046.50		4,602.50

				Std. Deviation		4,987.52		1,178.29		5,275.11

				Minimum		403.00		174.00		580.00

				Maximum		20,900.00		4,700.00		23,700.00

				N		20		20		20																																										Report

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20																																										Sales-Net

		& Touche		Median		2,015.00		998.50		2,896.50																																										Auditor		AA Client Sales		N		Std. Deviation

				Std. Deviation		1,948.51		1,710.40		3,012.40																																										E&Y		10,383		20		10895.8052992139

				Minimum		160.00		29.00		277.00																																										D&T		9,357		30		7174.842905612

				Maximum		6,885.00		6,377.00		9,872.00																																										KPMG		9,338		22		8608.836412621

				N		30		30		30																																										PWC		16,616		11		14463.9277484675

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23																																										Total		10,562		83		9801.2255090218

		PeatMarwick		Median		1,520.00		502.00		2,076.00																				ANOVA Table

				Std. Deviation		4,605.58		1,456.30		5,806.59																										Sum of Squares		df		Mean Square		F		Sig.

				Minimum		275.00		- 0		570.00																		Aud / T Fee * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		19,300.00		6,000.00		23,700.00																						Within Groups				6.0241516273		164		0.0367326319

				N		22		22		22																						Total				9.3295181737		165

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91																		NonA / T Fee * YEAR				Between Groups		(Combined)		2.9575509921		1		2.9575509921		87.0337021034		0.000%

		houseCoopers		Median		5,100.00		2,500.00		7,600.00																						Within Groups				5.5729947248		164		0.0339816752

				Std. Deviation		4,718.00		1,684.02		5,603.75																						Total				8.5305457169		165

				Minimum		1,423.00		290.00		2,011.00																		IT + NonA / T FEE * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		18,000.00		6,300.00		22,120.00																						Within Groups				6.0241516273		164		0.0367326319

				N		11		11		11																						Total				9.3295181737		165

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25																				a		With fewer than three groups, linearity measures for Aud / T Fee * YEAR cannot be computed.

				Median		2,000.00		1,027.00		3,537.00																				b		With fewer than three groups, linearity measures for NonA / T Fee * YEAR cannot be computed.

				Std. Deviation		4,046.57		1,563.94		4,893.52																				c		With fewer than three groups, linearity measures for IT + NonA / T FEE * YEAR cannot be computed.

				Minimum		160.00		- 0		277.00

				Maximum		20,900.00		6,377.00		23,700.00

				N		83		83		83

		Panel B.  Test whether fees differ across auditors.

						Audit Fees		Non-Audit Fees		Total Fees

		ANOVA ANALYSIS

		F-Statistic				1.091		1.875		1.207

		Level of Significance				0.358		0.141		0.313

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		1.665

		Level of Significance				0.042		0.029		0.645

		Median Test

		Chi-Square Statistic				7.607		6.213		1.483

		Level of Significance				0.055		0.102		0.686

		ANOVA Table

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038

				Within Groups				1289307852.92752		79		16320352.5687028

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781

				Within Groups				1877570915.29441		79		23766720.4467646

				Total				1963615331.68675		82
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				Table 3

				Panel A		Change in Auditor Fees

						Change is calculates as [(Year 2002 fees - Year 2001 fees) / Year 2001 fees]

										Non-Audit		Total

				AUDITOR				Audit Fees		Service Fees		Auditor Fees

				E&Y		Mean		132%		-50%		2%

						Median		64%		-63%		-34%

						Std. Deviation		2.358		0.513		0.844

						N		20		20		20

				D&T		Mean		46%		-50%		-25%								Audit Fee %		Non-Audit Sevice Fee %

						Median		6%		-64%		-30%						AA

						Std. Deviation		0.014		0.456		0.344						E&Y

						N		30		30		30						D&T

				KPMG		Mean		38%		-48%		-28%						KPMG

						Median		12%		-71%		-36%						PWC

						Std. Deviation		1.184		0.683		0.381

						N		22		22		22

				PWC		Mean		67%		-37%		-6%

						Median		21%		-56%		-25%

						Std. Deviation		0.013		0.796		0.743

						N		11		11		11

				Total		Mean		68%		-48%		-17%

						Median		20%		-65%		-32%

						Std. Deviation		1.640		0.577		0.572

						N		83		83		83

				Panel B		T-Test if Change in Fees Equal Zero

						T-Statistic		3.753		-7.501		-2.641

						Significance		0.000		0.000		0.010

				Panel C		Test If Mean Fees Across Auditors are Equal

						ANOVA F- Statistic		1.465		0.150		1.373

						Significance		0.231		0.929		0.257

				One-Sample Test

						Test Value = 0

						t		df		Sig. (2-tailed)		Mean Difference		95% Confidence Interval of the Difference

														Lower		Upper

				GROW_AF		3.7532790726		82		0.0003247491		0.6756246557		0.3175290707		1.0337202407

				Grow_All Fees		-2.6409378257		82		0.009897002		-0.1659036486		-0.2908725909		-0.0409347063

				Grow_NASFsum it+ ot		-7.5008653326		82		0.0000000001		-0.4752585788		-0.6013027975		-0.3492143601

				Tot Other		-7.6154390628		82		0		-0.4788680363		-0.6039587977		-0.3537772748

				ANOVA Table

										Sum of Squares		df		Mean Square		F		Sig.

				GROW_AF * AUDITOR		Between Groups		(Combined)		11.4232264018		3		3.8077421339		1.4385078887		0.2378623411

						Within Groups				209.1136454293		79		2.64700817

						Total				220.5368718311		82

				Grow_NASFsum it+ ot * AUDITOR		Between Groups		(Combined)		0.1319988042		3		0.0439996014		0.1278350292		0.9433264886

						Within Groups				27.1910487473		79		0.3441904905

						Total				27.3230475515		82

				Grow_All Fees * AUDITOR		Between Groups		(Combined)		1.0773951306		3		0.3591317102		1.1004577416		0.3540189566

						Within Groups				25.7814580541		79		0.3263475703

						Total				26.8588531847		82

				NPar Tests

				Kruskal-Wallis Test

				Median Test

				Descriptive Statistics

						N		Percentiles

								25th		50th (Median)		75th

				GROW_AF		83		-0.0666299559		0.196013289		0.7878787879

				Grow_NASFsum it+ ot		83		-0.8265835929		-0.6470985155		-0.3875462042

				Grow_All Fees		83		-0.5319990691		-0.3233113674		-0.0282971198

				AUDITOR		83		5		5		6

				Kruskal-Wallis Test

				Ranks

						AUDITOR		N		Mean Rank

				GROW_AF		4		20		50.9

						5		28		40.6428571429

						6		22		37.2272727273

						7		13		39.3076923077

						Total		83

				Grow_NASFsum it+ ot		4		20		41.7

						5		28		44.5714285714

						6		22		38.3636363636

						7		13		43.0769230769

						Total		83

				Grow_All Fees		4		20		44.7

						5		28		43.6428571429

						6		22		38.1363636364

						7		13		40.8461538462

						Total		83

				Test Statistics(a,b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				Chi-Square		3.8402099438		0.8484145803		0.976055442

				df		3		3		3

				Asymp. Sig.		0.279		0.838		0.807

				a		Kruskal Wallis Test

				b		Grouping Variable: AUDITOR

				Median Test

				Frequencies

								AUDITOR

								4		5		6		7

				GROW_AF		> Median		13		12		10		6

						<= Median		7		16		12		7

				Grow_NASFsum it+ ot		> Median		11		15		8		7

						<= Median		9		13		14		6

				Grow_All Fees		> Median		9		16		9		7

						<= Median		11		12		13		6

				Test Statistics(b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				N		83		83		83

				Median		0.196013289		-0.6470985155		-0.3233113674

				Chi-Square		2.6185017364		2.0443924252		1.5638031829

				df		3		3		3

				Asymp. Sig.		0.454		0.563		0.668

				a		0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 6.4.

				b		Grouping Variable: AUDITOR
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		Table 1.		do not use this table Winnie USE table 2 below												Table 1.  Descriptive Statistics of Auditor Fees for Year 2002

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002														($ '000)

		($ '000)																				Information		Non-Audit		Total

						Audit		Non-Audit		Total										Audit		Technology		Service		Auditor

		AUDITOR				Fees		Service Fees		Auditor Fees						AUDITOR				Fees		Fees		Fees		Fees

		E&Y		Mean		$   4,060.80		$   1,388.75		$   5,449.55						E&Y		Mean		$   4,060.80		$   297.00		$   1,373.90		$   5,449.55

				Median		2,378.50		1,046.50		4,602.50								Median		2,378.50		297.00		1,046.50		4,602.50				E&Y		24.1%		20

				Std. Deviation		4,987.52		1,178.29		5,275.11								Std. Deviation		4,987.52		.		1,187.54		5,275.11				D&T		33.7%		28

				Minimum		403.00		174.00		580.00								Minimum		403.00		297.00		174.00		580.00				KMPG		26.5%		22

				Maximum		20,900.00		4,700.00		23,700.00								Maximum		20,900.00		297.00		4,700.00		23,700.00				KMPG		15.7%		13

				N		20		20		20								N		20		1		20		20								83

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20						D&T		Mean		$   2,527.11		$   1,644.50		$   1,547.18		$   4,191.75								83

		& Touche		Median		2,015.00		998.50		2,896.50								Median		2,058.00		1,644.50		938.50		3,455.00

				Std. Deviation		1,948.51		1,710.40		3,012.40								Std. Deviation		1,926.05		2,000.41		1,694.66		3,028.29

				Minimum		160.00		29.00		277.00								Minimum		248.00		230.00		29.00		277.00

				Maximum		6,885.00		6,377.00		9,872.00								Maximum		6,885.00		3,059.00		6,377.00		9,872.00

				N		30		30		30								N		28		2		28		28

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23						KMPG		Mean		$   3,353.91				$   1,183.10		$   4,483.23

		Peat Marwick		Median		1,520.00		502.00		2,076.00								Median		1,520.00				523.00		2,076.00

				Std. Deviation		4,605.58		1,456.30		5,806.59								Std. Deviation		4,605.58				1,469.71		5,806.59

				Minimum		275.00		- 0		570.00								Minimum		275.00				140.00		570.00

				Maximum		19,300.00		6,000.00		23,700.00								Maximum		19,300.00				6,000.00		23,700.00

				N		22		22		22								N		22				21		22

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91						KMPG		Mean		$   4,748.54		$   792.50		$   2,240.08		$   7,110.54

		houseCoopers		Median		5,100.00		2,500.00		7,600.00								Median		4,298.00		792.50		1,600.00		5,233.00

				Std. Deviation		4,718.00		1,684.02		5,603.75								Std. Deviation		4,752.85		576.29		1,649.64		5,724.30

				Minimum		1,423.00		290.00		2,011.00								Minimum		160.00		385.00		290.00		942.00

				Maximum		18,000.00		6,300.00		22,120.00								Maximum		18,000.00		1,200.00		6,300.00		22,120.00

				N		11		11		11								N		13		2		13		13

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25						Total		Mean		$   3,463.76		$   1,034.20		$   1,521.52		$   5,029.25

				Median		2,000.00		1,027.00		3,537.00								Median		2,000.00		385.00		1,005.00		3,537.00

				Std. Deviation		4,046.57		1,563.94		4,893.52								Std. Deviation		4,046.57		1,197.81		1,530.61		4,893.52																								Table 4.  Audit Fees and Non-Audit Service Fees

				Minimum		160.00		- 0		277.00								Minimum		160.00		230.00		29.00		277.00																								as a Percentage of Total Auditor Fees

				Maximum		20,900.00		6,377.00		23,700.00								Maximum		20,900.00		3,059.00		6,377.00		23,700.00																								in Year 2001 and 2002 Comparison

				N		83		83		83								N		83		5		82		83

		Table 1 continued.

		Panel B.  Test whether fees differ across auditors.														The Big Four Accounting Firms:

						Audit Fees		Non-Audit Fees		Total Fees						E&Y = Earnst & Young                D&T = Deloitte & Touche																																		Table  4.

		ANOVA ANALYSIS														KPMG =  KPMG Peat Marwick    PwC = Pricewaterhouse Coopers																																		Audit Fees and Non-Audit Service Fees as a Percentage of

		F-Statistic				1.091		1.875		1.207																																								Total Auditor Fees:  Year 2001 versus Year 2002

		Level of Significance				0.358		0.141		0.313																				Table 5.  Audit Fees and Non-Audit Service Fees as a Percentage of Total Auditor Fees in Year 2001 and 2002 Comparison

		Kruskal-Wallis Test																																																						Non-Audit

		Chi-Square Statistic				8.226		8.987		1.665																																								YEAR				Audit Fee %		Service Fee %

		Level of Significance				0.042		0.029		0.645																										Non-Audit		(IT + Non-Audit)												2001		Mean		37.66%		62.34%

		Median Test																												YEAR				Audit Fee %		Service Fee %		Fee %														Median		34.17%		65.83%

		Chi-Square Statistic				7.607		6.213		1.483																				2001		Mean		37.66%		59.59%		62.34%

		Level of Significance				0.055		0.102		0.686																						Median		34.17%		61.19%		65.83%												2002		Mean		65.88%		34.12%

																																																				Median		69.40%		30.60%

																														2002		Mean		65.88%		32.89%		34.12%

		ANOVA Table																														Median		69.40%		30.23%		30.60%												F-Statistic				89.984		89.984

								Sum of Squares		df		Mean Square		F		Sig.																																		Level of Significance				0.000		0.000

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038														F-Statistic				89.984		87.034		89.984

				Within Groups				1289307852.92752		79		16320352.5687028																		Level of Significance				0.000		0.000		0.000

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606																		Panel B.   Comparison of Fee Percentages By Auditor

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781																				Non-Audit		Sum of IT + Non-Audit Fee %

				Within Groups				1877570915.29441		79		23766720.4467646																		AUDITOR				Audit Fee %		Service Fee %		Fee %								Audit Fee %		IT+Non-Audit Fee %

				Total				1963615331.68675		82																				AA		Mean		37.66%		59.59%		62.34%						AA		37.66%		62.34%				100.00%						# of Former AA Clients

																																Std. Deviation		18.88%		18.04%		18.88%						E&Y		68.31%		31.69%				100.00%				E&Y, +20		20

																																N		83		83		83						D&T		61.09%		38.91%				100.00%				D&T, +30		30

																																Median		34.17%		61.19%		65.83%						KPMG		70.19%		29.81%				100.00%				KPMG, +22		22

																														E&Y		Mean		68.31%		31.24%		31.69%						PWC		65.92%		34.08%				100.00%				PWC, +11		11

																																Std. Deviation		18.43%		18.70%		18.43%

																																N		20		20		20																				83

																																Median		70.68%		29.32%		29.32%

																														D&T		Mean		64.27%		33.72%		35.73%

																																Std. Deviation		19.68%		18.76%		19.68%

																																N		28		28		28

																																Median		67.74%		29.51%		32.26%

																														KPMG		Mean		70.19%		29.81%		29.81%

																																Std. Deviation		15.74%		15.74%		15.74%

																																N		22		22		22

																																Median		70.24%		29.76%		29.76%

																														PWC		Mean		58.33%		38.89%		41.67%

		Table 2.																														Std. Deviation		25.11%		24.04%		25.11%

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002																														N		13		13		13

																																Median		67.62%		30.60%		32.38%

		($ '000)				Audit		Non-Audit		Total

						Fees		Service Fees		Auditor Fees

		AUDITOR				(a)		(b)		(c)

		Ernst & Young		Mean		$   4,060.80		$   1,388.75		$   5,449.55

				Median		2,378.50		1,046.50		4,602.50

				Std. Deviation		4,987.52		1,178.29		5,275.11

				Minimum		403.00		174.00		580.00

				Maximum		20,900.00		4,700.00		23,700.00

				N		20		20		20																																										Report

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20																																										Sales-Net

		& Touche		Median		2,015.00		998.50		2,896.50																																										Auditor		AA Client Sales		N		Std. Deviation

				Std. Deviation		1,948.51		1,710.40		3,012.40																																										E&Y		10,383		20		10895.8052992139

				Minimum		160.00		29.00		277.00																																										D&T		9,357		30		7174.842905612

				Maximum		6,885.00		6,377.00		9,872.00																																										KPMG		9,338		22		8608.836412621

				N		30		30		30																																										PWC		16,616		11		14463.9277484675

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23																																										Total		10,562		83		9801.2255090218

		PeatMarwick		Median		1,520.00		502.00		2,076.00																				ANOVA Table

				Std. Deviation		4,605.58		1,456.30		5,806.59																										Sum of Squares		df		Mean Square		F		Sig.

				Minimum		275.00		- 0		570.00																		Aud / T Fee * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		19,300.00		6,000.00		23,700.00																						Within Groups				6.0241516273		164		0.0367326319

				N		22		22		22																						Total				9.3295181737		165

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91																		NonA / T Fee * YEAR				Between Groups		(Combined)		2.9575509921		1		2.9575509921		87.0337021034		0.000%

		houseCoopers		Median		5,100.00		2,500.00		7,600.00																						Within Groups				5.5729947248		164		0.0339816752

				Std. Deviation		4,718.00		1,684.02		5,603.75																						Total				8.5305457169		165

				Minimum		1,423.00		290.00		2,011.00																		IT + NonA / T FEE * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		18,000.00		6,300.00		22,120.00																						Within Groups				6.0241516273		164		0.0367326319

				N		11		11		11																						Total				9.3295181737		165

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25																				a		With fewer than three groups, linearity measures for Aud / T Fee * YEAR cannot be computed.

				Median		2,000.00		1,027.00		3,537.00																				b		With fewer than three groups, linearity measures for NonA / T Fee * YEAR cannot be computed.

				Std. Deviation		4,046.57		1,563.94		4,893.52																				c		With fewer than three groups, linearity measures for IT + NonA / T FEE * YEAR cannot be computed.

				Minimum		160.00		- 0		277.00

				Maximum		20,900.00		6,377.00		23,700.00

				N		83		83		83

		Panel B.  Test whether fees differ across auditors.

						Audit Fees		Non-Audit Fees		Total Fees

		ANOVA ANALYSIS

		F-Statistic				1.091		1.875		1.207

		Level of Significance				0.358		0.141		0.313

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		1.665

		Level of Significance				0.042		0.029		0.645

		Median Test

		Chi-Square Statistic				7.607		6.213		1.483

		Level of Significance				0.055		0.102		0.686

		ANOVA Table

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038

				Within Groups				1289307852.92752		79		16320352.5687028

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781

				Within Groups				1877570915.29441		79		23766720.4467646

				Total				1963615331.68675		82
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Exhibit 1.  Percentage of New Former AA Audit Clients
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				Table 3

				Panel A		Change in Auditor Fees

						Change is calculates as [(Year 2002 fees - Year 2001 fees) / Year 2001 fees]

										Non-Audit		Total

				AUDITOR				Audit Fees		Service Fees		Auditor Fees

				E&Y		Mean		132%		-50%		2%

						Median		64%		-63%		-34%

						Std. Deviation		2.358		0.513		0.844

						N		20		20		20

				D&T		Mean		46%		-50%		-25%								Audit Fee %		Non-Audit Sevice Fee %

						Median		6%		-64%		-30%						AA

						Std. Deviation		0.014		0.456		0.344						E&Y

						N		30		30		30						D&T

				KPMG		Mean		38%		-48%		-28%						KPMG

						Median		12%		-71%		-36%						PWC

						Std. Deviation		1.184		0.683		0.381

						N		22		22		22

				PWC		Mean		67%		-37%		-6%

						Median		21%		-56%		-25%

						Std. Deviation		0.013		0.796		0.743

						N		11		11		11

				Total		Mean		68%		-48%		-17%

						Median		20%		-65%		-32%

						Std. Deviation		1.640		0.577		0.572

						N		83		83		83

				Panel B		T-Test if Change in Fees Equal Zero

						T-Statistic		3.753		-7.501		-2.641

						Significance		0.000		0.000		0.010

				Panel C		Test If Mean Fees Across Auditors are Equal

						ANOVA F- Statistic		1.465		0.150		1.373

						Significance		0.231		0.929		0.257

				One-Sample Test

						Test Value = 0

						t		df		Sig. (2-tailed)		Mean Difference		95% Confidence Interval of the Difference

														Lower		Upper

				GROW_AF		3.7532790726		82		0.0003247491		0.6756246557		0.3175290707		1.0337202407

				Grow_All Fees		-2.6409378257		82		0.009897002		-0.1659036486		-0.2908725909		-0.0409347063

				Grow_NASFsum it+ ot		-7.5008653326		82		0.0000000001		-0.4752585788		-0.6013027975		-0.3492143601

				Tot Other		-7.6154390628		82		0		-0.4788680363		-0.6039587977		-0.3537772748

				ANOVA Table

										Sum of Squares		df		Mean Square		F		Sig.

				GROW_AF * AUDITOR		Between Groups		(Combined)		11.4232264018		3		3.8077421339		1.4385078887		0.2378623411

						Within Groups				209.1136454293		79		2.64700817

						Total				220.5368718311		82

				Grow_NASFsum it+ ot * AUDITOR		Between Groups		(Combined)		0.1319988042		3		0.0439996014		0.1278350292		0.9433264886

						Within Groups				27.1910487473		79		0.3441904905

						Total				27.3230475515		82

				Grow_All Fees * AUDITOR		Between Groups		(Combined)		1.0773951306		3		0.3591317102		1.1004577416		0.3540189566

						Within Groups				25.7814580541		79		0.3263475703

						Total				26.8588531847		82

				NPar Tests

				Kruskal-Wallis Test

				Median Test

				Descriptive Statistics

						N		Percentiles

								25th		50th (Median)		75th

				GROW_AF		83		-0.0666299559		0.196013289		0.7878787879

				Grow_NASFsum it+ ot		83		-0.8265835929		-0.6470985155		-0.3875462042

				Grow_All Fees		83		-0.5319990691		-0.3233113674		-0.0282971198

				AUDITOR		83		5		5		6

				Kruskal-Wallis Test

				Ranks

						AUDITOR		N		Mean Rank

				GROW_AF		4		20		50.9

						5		28		40.6428571429

						6		22		37.2272727273

						7		13		39.3076923077

						Total		83

				Grow_NASFsum it+ ot		4		20		41.7

						5		28		44.5714285714

						6		22		38.3636363636

						7		13		43.0769230769

						Total		83

				Grow_All Fees		4		20		44.7

						5		28		43.6428571429

						6		22		38.1363636364

						7		13		40.8461538462

						Total		83

				Test Statistics(a,b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				Chi-Square		3.8402099438		0.8484145803		0.976055442

				df		3		3		3

				Asymp. Sig.		0.279		0.838		0.807

				a		Kruskal Wallis Test

				b		Grouping Variable: AUDITOR

				Median Test

				Frequencies

								AUDITOR

								4		5		6		7

				GROW_AF		> Median		13		12		10		6

						<= Median		7		16		12		7

				Grow_NASFsum it+ ot		> Median		11		15		8		7

						<= Median		9		13		14		6

				Grow_All Fees		> Median		9		16		9		7

						<= Median		11		12		13		6

				Test Statistics(b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				N		83		83		83

				Median		0.196013289		-0.6470985155		-0.3233113674

				Chi-Square		2.6185017364		2.0443924252		1.5638031829

				df		3		3		3

				Asymp. Sig.		0.454		0.563		0.668

				a		0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 6.4.

				b		Grouping Variable: AUDITOR
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		Table 1.		do not use this table Winnie USE table 2 below												Table 1.  Descriptive Statistics of Auditor Fees for Year 2002

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002														($ '000)

		($ '000)																				Information		Non-Audit		Total

						Audit		Non-Audit		Total										Audit		Technology		Service		Auditor

		AUDITOR				Fees		Service Fees		Auditor Fees						AUDITOR				Fees		Fees		Fees		Fees																								Table 4.  Audit Fees and Non-Audit Service Fees

		E&Y		Mean		$   4,060.80		$   1,388.75		$   5,449.55						E&Y		Mean		$   4,060.80		$   297.00		$   1,373.90		$   5,449.55																								as a Percentage of Total Auditor Fees

				Median		2,378.50		1,046.50		4,602.50								Median		2,378.50		297.00		1,046.50		4,602.50				E&Y		24.1%		20																in Year 2001 and 2002 Comparison

				Std. Deviation		4,987.52		1,178.29		5,275.11								Std. Deviation		4,987.52		.		1,187.54		5,275.11				D&T		33.7%		28

				Minimum		403.00		174.00		580.00								Minimum		403.00		297.00		174.00		580.00				KMPG		26.5%		22																YEAR				Audit Fee %		Service Fee %

				Maximum		20,900.00		4,700.00		23,700.00								Maximum		20,900.00		297.00		4,700.00		23,700.00				KMPG		15.7%		13																2001		Mean		37.66%		62.34%

				N		20		20		20								N		20		1		20		20								83																		Median		34.17%		65.83%

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20						D&T		Mean		$   2,527.11		$   1,644.50		$   1,547.18		$   4,191.75								83

		& Touche		Median		2,015.00		998.50		2,896.50								Median		2,058.00		1,644.50		938.50		3,455.00																								2002		Mean		65.88%		34.12%

				Std. Deviation		1,948.51		1,710.40		3,012.40								Std. Deviation		1,926.05		2,000.41		1,694.66		3,028.29																										Median		69.40%		30.60%

				Minimum		160.00		29.00		277.00								Minimum		248.00		230.00		29.00		277.00

				Maximum		6,885.00		6,377.00		9,872.00								Maximum		6,885.00		3,059.00		6,377.00		9,872.00																								F-Statistic				89.984		89.984

				N		30		30		30								N		28		2		28		28																								Level of Significance				0.000		0.000

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23						KMPG		Mean		$   3,353.91				$   1,183.10		$   4,483.23

		Peat Marwick		Median		1,520.00		502.00		2,076.00								Median		1,520.00				523.00		2,076.00

				Std. Deviation		4,605.58		1,456.30		5,806.59								Std. Deviation		4,605.58				1,469.71		5,806.59

				Minimum		275.00		- 0		570.00								Minimum		275.00				140.00		570.00

				Maximum		19,300.00		6,000.00		23,700.00								Maximum		19,300.00				6,000.00		23,700.00

				N		22		22		22								N		22				21		22

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91						KMPG		Mean		$   4,748.54		$   792.50		$   2,240.08		$   7,110.54

		houseCoopers		Median		5,100.00		2,500.00		7,600.00								Median		4,298.00		792.50		1,600.00		5,233.00

				Std. Deviation		4,718.00		1,684.02		5,603.75								Std. Deviation		4,752.85		576.29		1,649.64		5,724.30

				Minimum		1,423.00		290.00		2,011.00								Minimum		160.00		385.00		290.00		942.00

				Maximum		18,000.00		6,300.00		22,120.00								Maximum		18,000.00		1,200.00		6,300.00		22,120.00

				N		11		11		11								N		13		2		13		13

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25						Total		Mean		$   3,463.76		$   1,034.20		$   1,521.52		$   5,029.25

				Median		2,000.00		1,027.00		3,537.00								Median		2,000.00		385.00		1,005.00		3,537.00

				Std. Deviation		4,046.57		1,563.94		4,893.52								Std. Deviation		4,046.57		1,197.81		1,530.61		4,893.52

				Minimum		160.00		- 0		277.00								Minimum		160.00		230.00		29.00		277.00

				Maximum		20,900.00		6,377.00		23,700.00								Maximum		20,900.00		3,059.00		6,377.00		23,700.00

				N		83		83		83								N		83		5		82		83

		Table 1 continued.

		Panel B.  Test whether fees differ across auditors.														The Big Four Accounting Firms:

						Audit Fees		Non-Audit Fees		Total Fees						E&Y = Earnst & Young                D&T = Deloitte & Touche

		ANOVA ANALYSIS														KPMG =  KPMG Peat Marwick    PwC = Pricewaterhouse Coopers

		F-Statistic				1.091		1.875		1.207

		Level of Significance				0.358		0.141		0.313																				Table 5.  Audit Fees and Non-Audit Service Fees as a Percentage of Total Auditor Fees in Year 2001 and 2002 Comparison

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		1.665

		Level of Significance				0.042		0.029		0.645																										Non-Audit		(IT + Non-Audit)

		Median Test																												YEAR				Audit Fee %		Service Fee %		Fee %

		Chi-Square Statistic				7.607		6.213		1.483																				2001		Mean		37.66%		59.59%		62.34%

		Level of Significance				0.055		0.102		0.686																						Median		34.17%		61.19%		65.83%

																														2002		Mean		65.88%		32.89%		34.12%

		ANOVA Table																														Median		69.40%		30.23%		30.60%

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038														F-Statistic				89.984		87.034		89.984

				Within Groups				1289307852.92752		79		16320352.5687028																		Level of Significance				0.000		0.000		0.000

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606																		Panel B.   Comparison of Fee Percentages By Auditor

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781																				Non-Audit		Sum of IT + Non-Audit Fee %

				Within Groups				1877570915.29441		79		23766720.4467646																		AUDITOR				Audit Fee %		Service Fee %		Fee %								Audit Fee %		IT+Non-Audit Fee %

				Total				1963615331.68675		82																				AA		Mean		37.66%		59.59%		62.34%						AA		37.66%		62.34%				100.00%						# of Former AA Clients

																																Std. Deviation		18.88%		18.04%		18.88%						E&Y		68.31%		31.69%				100.00%				E&Y, +20		20

																																N		83		83		83						D&T		61.09%		38.91%				100.00%				D&T, +30		30

																																Median		34.17%		61.19%		65.83%						KPMG		70.19%		29.81%				100.00%				KPMG, +22		22

																														E&Y		Mean		68.31%		31.24%		31.69%						PWC		65.92%		34.08%				100.00%				PWC, +11		11

																																Std. Deviation		18.43%		18.70%		18.43%

																																N		20		20		20																				83

																																Median		70.68%		29.32%		29.32%

																														D&T		Mean		64.27%		33.72%		35.73%

																																Std. Deviation		19.68%		18.76%		19.68%

																																N		28		28		28

																																Median		67.74%		29.51%		32.26%

																														KPMG		Mean		70.19%		29.81%		29.81%

																																Std. Deviation		15.74%		15.74%		15.74%

																																N		22		22		22

																																Median		70.24%		29.76%		29.76%

																														PWC		Mean		58.33%		38.89%		41.67%

		Table 2.																														Std. Deviation		25.11%		24.04%		25.11%

		Panel A.  Descriptive Statistics of Auditor Fees for Year 2002																														N		13		13		13

																																Median		67.62%		30.60%		32.38%

		($ '000)				Audit		Non-Audit		Total

						Fees		Service Fees		Auditor Fees

		AUDITOR				(a)		(b)		(c)

		Ernst & Young		Mean		$   4,060.80		$   1,388.75		$   5,449.55

				Median		2,378.50		1,046.50		4,602.50

				Std. Deviation		4,987.52		1,178.29		5,275.11

				Minimum		403.00		174.00		580.00

				Maximum		20,900.00		4,700.00		23,700.00

				N		20		20		20																																										Report

		DeLoitte		Mean		$   2,373.30		$   1,627.90		$   4,001.20																																										Sales-Net

		& Touche		Median		2,015.00		998.50		2,896.50																																										Auditor		AA Client Sales		N		Std. Deviation

				Std. Deviation		1,948.51		1,710.40		3,012.40																																										E&Y		10,383		20		10895.8052992139

				Minimum		160.00		29.00		277.00																																										D&T		9,357		30		7174.842905612

				Maximum		6,885.00		6,377.00		9,872.00																																										KPMG		9,338		22		8608.836412621

				N		30		30		30																																										PWC		16,616		11		14463.9277484675

		KMPG		Mean		$   3,353.91		$   1,129.32		$   4,483.23																																										Total		10,562		83		9801.2255090218

		PeatMarwick		Median		1,520.00		502.00		2,076.00																				ANOVA Table

				Std. Deviation		4,605.58		1,456.30		5,806.59																										Sum of Squares		df		Mean Square		F		Sig.

				Minimum		275.00		- 0		570.00																		Aud / T Fee * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		19,300.00		6,000.00		23,700.00																						Within Groups				6.0241516273		164		0.0367326319

				N		22		22		22																						Total				9.3295181737		165

		Pricewater-		Mean		$   5,571.91		$   2,589.00		$   8,160.91																		NonA / T Fee * YEAR				Between Groups		(Combined)		2.9575509921		1		2.9575509921		87.0337021034		0.000%

		houseCoopers		Median		5,100.00		2,500.00		7,600.00																						Within Groups				5.5729947248		164		0.0339816752

				Std. Deviation		4,718.00		1,684.02		5,603.75																						Total				8.5305457169		165

				Minimum		1,423.00		290.00		2,011.00																		IT + NonA / T FEE * YEAR				Between Groups		(Combined)		3.3053665464		1		3.3053665464		89.984473689		0.000%

				Maximum		18,000.00		6,300.00		22,120.00																						Within Groups				6.0241516273		164		0.0367326319

				N		11		11		11																						Total				9.3295181737		165

		Total		Mean		$   3,463.76		$   1,565.49		$   5,029.25																				a		With fewer than three groups, linearity measures for Aud / T Fee * YEAR cannot be computed.

				Median		2,000.00		1,027.00		3,537.00																				b		With fewer than three groups, linearity measures for NonA / T Fee * YEAR cannot be computed.

				Std. Deviation		4,046.57		1,563.94		4,893.52																				c		With fewer than three groups, linearity measures for IT + NonA / T FEE * YEAR cannot be computed.

				Minimum		160.00		- 0		277.00

				Maximum		20,900.00		6,377.00		23,700.00

				N		83		83		83

		Panel B.  Test whether fees differ across auditors.

						Audit Fees		Non-Audit Fees		Total Fees

		ANOVA ANALYSIS

		F-Statistic				1.091		1.875		1.207

		Level of Significance				0.358		0.141		0.313

		Kruskal-Wallis Test

		Chi-Square Statistic				8.226		8.987		1.665

		Level of Significance				0.042		0.029		0.645

		Median Test

		Chi-Square Statistic				7.607		6.213		1.483

		Level of Significance				0.055		0.102		0.686

		ANOVA Table

								Sum of Squares		df		Mean Square		F		Sig.

		audit_fees * AUDITOR		Between Groups		(Combined)		53418058.2532004		3		17806019.4177335		1.0910315413		0.357900038

				Within Groups				1289307852.92752		79		16320352.5687028

				Total				1342725911.18072		82

		ALL_NASF * AUDITOR		Between Groups		(Combined)		13332991.7956892		3		4444330.59856308		1.8752396805		0.1405374305

				Within Groups				187230528.951299		79		2370006.69558606

				Total				200563520.746988		82

		All Fees * AUDITOR		Between Groups		(Combined)		86044416.3923414		3		28681472.1307805		1.206791328		0.3128004781

				Within Groups				1877570915.29441		79		23766720.4467646

				Total				1963615331.68675		82
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Exhibit 1.  Percentage of New Former AA Audit Clients
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				Table 3

				Panel A		Change in Auditor Fees

						Change is calculates as [(Year 2002 fees - Year 2001 fees) / Year 2001 fees]

										Non-Audit		Total

				AUDITOR				Audit Fees		Service Fees		Auditor Fees

				E&Y		Mean		132%		-50%		2%

						Median		64%		-63%		-34%

						Std. Deviation		2.358		0.513		0.844

						N		20		20		20

				D&T		Mean		46%		-50%		-25%								Audit Fee %		Non-Audit Sevice Fee %

						Median		6%		-64%		-30%						AA

						Std. Deviation		0.014		0.456		0.344						E&Y

						N		30		30		30						D&T

				KPMG		Mean		38%		-48%		-28%						KPMG

						Median		12%		-71%		-36%						PWC

						Std. Deviation		1.184		0.683		0.381

						N		22		22		22

				PWC		Mean		67%		-37%		-6%

						Median		21%		-56%		-25%

						Std. Deviation		0.013		0.796		0.743

						N		11		11		11

				Total		Mean		68%		-48%		-17%

						Median		20%		-65%		-32%

						Std. Deviation		1.640		0.577		0.572

						N		83		83		83

				Panel B		T-Test if Change in Fees Equal Zero

						T-Statistic		3.753		-7.501		-2.641

						Significance		0.000		0.000		0.010

				Panel C		Test If Mean Fees Across Auditors are Equal

						ANOVA F- Statistic		1.465		0.150		1.373

						Significance		0.231		0.929		0.257

				One-Sample Test

						Test Value = 0

						t		df		Sig. (2-tailed)		Mean Difference		95% Confidence Interval of the Difference

														Lower		Upper

				GROW_AF		3.7532790726		82		0.0003247491		0.6756246557		0.3175290707		1.0337202407

				Grow_All Fees		-2.6409378257		82		0.009897002		-0.1659036486		-0.2908725909		-0.0409347063

				Grow_NASFsum it+ ot		-7.5008653326		82		0.0000000001		-0.4752585788		-0.6013027975		-0.3492143601

				Tot Other		-7.6154390628		82		0		-0.4788680363		-0.6039587977		-0.3537772748

				ANOVA Table

										Sum of Squares		df		Mean Square		F		Sig.

				GROW_AF * AUDITOR		Between Groups		(Combined)		11.4232264018		3		3.8077421339		1.4385078887		0.2378623411

						Within Groups				209.1136454293		79		2.64700817

						Total				220.5368718311		82

				Grow_NASFsum it+ ot * AUDITOR		Between Groups		(Combined)		0.1319988042		3		0.0439996014		0.1278350292		0.9433264886

						Within Groups				27.1910487473		79		0.3441904905

						Total				27.3230475515		82

				Grow_All Fees * AUDITOR		Between Groups		(Combined)		1.0773951306		3		0.3591317102		1.1004577416		0.3540189566

						Within Groups				25.7814580541		79		0.3263475703

						Total				26.8588531847		82

				NPar Tests

				Kruskal-Wallis Test

				Median Test

				Descriptive Statistics

						N		Percentiles

								25th		50th (Median)		75th

				GROW_AF		83		-0.0666299559		0.196013289		0.7878787879

				Grow_NASFsum it+ ot		83		-0.8265835929		-0.6470985155		-0.3875462042

				Grow_All Fees		83		-0.5319990691		-0.3233113674		-0.0282971198

				AUDITOR		83		5		5		6

				Kruskal-Wallis Test

				Ranks

						AUDITOR		N		Mean Rank

				GROW_AF		4		20		50.9

						5		28		40.6428571429

						6		22		37.2272727273

						7		13		39.3076923077

						Total		83

				Grow_NASFsum it+ ot		4		20		41.7

						5		28		44.5714285714

						6		22		38.3636363636

						7		13		43.0769230769

						Total		83

				Grow_All Fees		4		20		44.7

						5		28		43.6428571429

						6		22		38.1363636364

						7		13		40.8461538462

						Total		83

				Test Statistics(a,b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				Chi-Square		3.8402099438		0.8484145803		0.976055442

				df		3		3		3

				Asymp. Sig.		0.279		0.838		0.807

				a		Kruskal Wallis Test

				b		Grouping Variable: AUDITOR

				Median Test

				Frequencies

								AUDITOR

								4		5		6		7

				GROW_AF		> Median		13		12		10		6

						<= Median		7		16		12		7

				Grow_NASFsum it+ ot		> Median		11		15		8		7

						<= Median		9		13		14		6

				Grow_All Fees		> Median		9		16		9		7

						<= Median		11		12		13		6

				Test Statistics(b)

						GROW_AF		Grow_NASFsum it+ ot		Grow_All Fees

				N		83		83		83

				Median		0.196013289		-0.6470985155		-0.3233113674

				Chi-Square		2.6185017364		2.0443924252		1.5638031829

				df		3		3		3

				Asymp. Sig.		0.454		0.563		0.668

				a		0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 6.4.

				b		Grouping Variable: AUDITOR
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																																																																		4				5				6				7																												Table K

				Firm		4		5		6		7				Firm		4		5		6		7						Firm		4				5				6				7						SIC				AUDITORS												E&Y				D&T				KPMG				PWC																												Fees Paid to the Big Four Auditors in year 2002 for the Current Year and Prior Year Re-Audits of the Financial Statements

				Industry		E&Y		D&T		KPMG		PWC		Total		Industry		E&Y		D&T		KPMG		PWC		Total				Industry		E&Y				D&T				KPMG				PWC		nasf				Membership		E&Y		D&T		KPMG		PWC		Number		Percentage		Total		AF%		NASF%		AF%		NASF%		AF%		NASF%		AF%		NASF%

				700				1						1		0		0		1		0		0		1				700						82%		18%												0														Total						82%		18%

				1300		1				2				3		1000		2		0		2		0		4				1300		88%		12%						75%		25%								1000																84%		16%						75%		25%																														$ ('000)				Audit		Information		Non-Audit		Total

				1700		1								1		2000		3		4		4		5		16				1700		80%		20%																2000																68%		32%		72%		28%		75%		25%		57%		43%																														Fees		Technology		Service		Auditor

				2000						1		1		2		3000		3		5		3		0		11				2000										54%		46%		79%		21%				3000																59%		41%		48%		52%		67%		33%																																				Fees		Fees		Fees

				2300				1						1		4000		3		9		4		5		21				2300						72%		28%												4000																82%		18%		63%		37%		68%		32%		53%		47%																										Fees Paid to Re-Audit Prior Year

				2400						1				1		5000		4		5		5		1		15				2400										92%		8%								5000																63%		37%		68%		32%		64%		36%		81%		19%																										Fiancial Statements

				2500		1								1		6000		0		2		3		1		6				2500		63%		37%																6000																				74%		26%		69%		31%		42%		58%																												Mean		3183		385		948		3165

				2600		1		1						2		7000		4		2		1		1		8				2600		88%		12%		81%		19%												7000																62%		38%		68%		32%		89%		11%		86%		14%																												Median		1920		385		833		2635

				2700								1		1		8000		1		0		0		0		1				2700														16%		84%				8000																72%		28%																																								N		14		1		6		16

				2800				2		2		3		7		Total		20		28		22		13		83				2800						68%		32%		77%		23%		63%		37%				Total																70%		30%		68%		32%		72%		28%		64%		36%

				2900		1								1																2900		51%		49%																																																																								Fees Paid for Current Year Audit

				3000		1								1																3000		30%		70%																																100%				100%				100%				100%																														Mean		2927		1197		1452		4419

				3200				1						1																3200						50%		50%																																																																						Median		1823		749		939		2967

				3500				2		1				3																3500						40%		60%		77%		23%																																																																		N		83		4		82		83

				3600				1		1				2																3600						52%		48%		51%		49%																						Table 5

				3700				1		1				2																3700						52%		48%		60%		40%								Table 1														Sample Industry Distribution of Former AA Fortune 500 Clients by Auditor																																										Total Fees Paid to Auditors in 2002

				3800		1								1																3800		60%		40%																Sample Distribution of Former AA Fortune 500 Clients by Industry per Auditor														2002 Percentage of Audit Fees (AF%) and Percentage of Non-Audit Service Fees (NASF%)																																										2002		Mean		3464		1034		1522		5029

				3900		1								1																3900		87%		13%																																																																										Median		2000		385		1005		3537

				4200						2				2																4200										71%		29%																																																																		N		83		5		82		83

				4500				1						1																4500						24%		76%												SIC				AUDITORS										SIC		E&Y				D&T				KPMG				PWC				Overall

				4700				1						1																4700						48%		52%												Membership		E&Y		D&T		KPMG		PWC		Total Number		Percentage		Membership		AF%		NASF%		AF%		NASF%		AF%		NASF%		AF%		NASF%		AF%		NASF%

				4800						1		1		2																4800										48%		52%		82%		18%		1		Mining & Construction		1*		-		-		-		1		0.0%		Mining & Construction		80%		20%		-		-		-		-		-		-		80%		20%

				4900		3		7		1		4		15																4900		82%		18%		66%		34%		81%		19%		46%		54%		2		Food		-		-		1		1		2		0.0%		Food		-		-		-		-		54%		46%		79%		21%		67%		33%

				5000		1				1				2																5000		58%		42%						76%		24%						3		Textiles & printing		2		3		1		- *		6		0.0%		Textiles & printing		76%		24%		57%		43%		92%		8%		16%		84%		69%		31%																						Report

				5100		2		2		1		1		6																5100		62%		37%		89%		11%		82%		18%		81%		19%		4		Chemicals		-		1		2		1		4		0.0%		Chemicals		-		-		65%		35%		77%		23%		65%		35%		71%		29%

				5300				1		1				2																5300						77%		23%		51%		49%						5		Pharmaceuticals		-		1		-		2		3		0.0%		Pharmaceuticals		-		-		71%		29%		-		-		61%		39%		64%		36%

				5500		1		1						2																5500		69%		31%		32%		68%										6		Extractive		2		-		2		-		4		4.8%		Extractive		70%		30%		-		-		75%		25%		-		-		72%		28%

				5800						1				1																5800										54%		46%						7		Durable manufactures		3*		5		2		- *		10		12.1%		Durable manufactures		59%		41%		48%		52%		75%		25%		-		-		57%		43%

				5900				1		1				2																5900						55%		45%		60%		40%						8		Computers		1		-		1		- *		2		2.4%		Computers		75%		25%		-		-		51%		49%		-		-		63%		37%																						Total		Mean		3463.7590361446		1034.2		1521.5243902439		5029.2530120482

				6000						2		1		3																6000										65%		35%		42%		58%		9		Transportation		- *		2		3		1		6		7.2%		Transportation						51%		49%		64%		36%		82%		18%		63%		37%																								Median		2000		385		1005		3537

				6300				2						2																6300						74%		26%										10		Utilities		3		8*		1		3		15		18.1%		Utilities		82%		18%		60%		40%		81%		19%		56%		44%		65%		35%																								N		83		5		82		83

				6700						1				1																6700										79%		21%						11		Retail		4*		5*		5		1		15		18.1%		Retail		63%		37%		68%		32%		64%		36%		81%		19%		67%		33%

				7000		3								3																7000		58%		42%														12		Services		4		2		1		1		8		9.7%		Services		61%		39%		68%		32%		89%		11%		86%		14%		69%		31%

				7300		1				1		1		3																7300		75%		25%						89%		11%		86%		14%		13		Financial		- *		2		3		1*		6		7.2%		Financial		-		-		74%		26%		69%		31%		42%		58%		66%		34%

				7900				2						2																7900						68%		32%										14		Agriculture		-		1		-		-		1		1.2%		Agriculture		-		-		82%		18%		-		-		-		-		82%		18%

				8000		1								1																8000		72%		28%																Total		20		30		22		11		83		80.8%		Total		68%		32%		61%		39%		70%		30%		66%		34%		66%		34%

				Total		20		28		22		13		83																Total		68%		32%		61%		39%		69%		31%		62%		38%

																																																		Industry membership is determined by SIC code as follows: mining & construction (1000-1999), excluding 1300-1399), food (2000-2111), textiles & printing/publishing (2200-23799), chemicals (2800-2824, 2840-2899), pharmaceuticals (2830-2836), extractive (29														AF% = percentage of audit fees to total auditor fees.  NASF% = percentage of non-audit service fees to total auditor fees.  E&Y = Ernst & Young, D&T = DeLoitte and Touche, KPMG = KPMG Peat Marwick, PWC = PricewaterhouseCoopers accounting firms.

																																																																Industry membership is determined by SIC code as follows: mining & construction (1000-1999), excluding 1300-1399), food (2000-2111), textiles & printing/publishing (2200-23799), chemicals (2800-2824, 2840-2899), pharmaceuticals (2830-2836), extractive (29

																																																		* Indicates industry specialist among the fortune 500 by number of audit firms within industry in year 2001

																																100%				100%				100%				100%						E&Y= Ernst & Young; D&T = Deloitte & Touche;

																																																		KPMG = KPMG Peat Marwick; PWC = PricewaterhouseCoopers																																						Table 4

																																																																																								Industry Comparison of the Change in Auditor Fees from Year 2001 to Year 2002

																																																																																								[Change is calculated as (Year 2002 fees - Year 2001 fees) / Year 2001 fees]

																																																																																												Change in		Change in Non-		Change in

																																																																																												Audit Fees		Audit Service Fees		Total Fees

																																																																																								Panel A.  Industry Analysis

																																																												4		4.8																										Mining & Construction		Mean		78.79%		111.92%		84.51%

																																																												10		12.1																												Median		78.79%		111.92%		84.51%

																																																												2		2.4																												Std. Deviation		.		.		.

																																																												6		7.2																												N		1		1		1

																																																												15		18.1																										Food		Mean		-4.72%		28.91%		-21.11%

																																																												15		18.1																												Median		-4.72%		28.91%		-21.11%

																																																												8		9.7																												Std. Deviation		0.062		1.751		0.832

																																																												6		7.2																												N		2		2		2

																																																												1		1.2																										Textiles & printing		Mean		141.35%		-58.05%		10.43%

																																																												67		80.8																												Median		17.25%		-70.69%		-39.72%

																																																																																										Std. Deviation		3.501		0.357		1.292

																																																																																										N		6		6		6

																																																																																								Chemicals		Mean		-4.35%		-5.65%		-23.24%

																																																																																										Median		-4.12%		-36.31%		-18.24%

																																																																																										Std. Deviation		0.119		1.096		0.408

																																																																																										N		4		4		4

																																																																																								Pharmaceuticals		Mean		17.93%		18.03%		7.24%

																																																																																										Median		20.93%		-56.03%		-1.97%

																																																																																										Std. Deviation		0.385		1.461		0.656

																																																																																										N		3		3		3

																																																																																								Extractive		Mean		107.10%		-73.32%		-20.66%

																																																																																										Median		122.12%		-74.27%		-19.52%

																																																																		17		0.2537313433																						Std. Deviation		0.455		0.097		0.179

																																																																		25		0.3731343284																						N		4		4		4

																																																																		0.3055555556		0.4137931034																				Durable manufactures		Mean		18.58%		-59.71%		-37.22%

																																																																		6		0.2413793103																						Median		5.65%		-66.35%		-37.83%

																																																																		0.4285714286		Dec-99																						Std. Deviation		0.310		0.259		0.221

																																																																		0.375																								N		10		10		10

																																																																		0.3913043478																						Computers		Mean		147.34%		-72.23%		-43.47%

																																																																		0.2391304348																								Median		147.34%		-72.23%		-43.47%

																																																																		0.3125																								Std. Deviation		1.452		0.209		0.146

																																																																		0.25																								N		2		2		2

																																																																		0.2564102564																						Transportation		Mean		12.11%		-62.72%		-37.63%

																																																																																										Median		7.14%		-74.25%		-32.48%

																																																																																										Std. Deviation		0.526		0.280		0.267

																																																																																										N		6		6		6

																																																																																								Table 4  continued

																																																																																								Industry Comparison of the Change in Auditor Fees from Year 2001 to Year 2002

																																																																																								[Change is calculated as (Year 2002 fees - Year 2001 fees) / Year 2001 fees]

																																																																																												Change in		Change in Non-		Change in

																																																																																												Audit Fees		Audit Service Fees		Total Fees

																																																																																								Utilities		Mean		135.7%		-64.0%		-6.9%

																																																																																										Median		87.9%		-61.5%		-14.3%

																																																																																										Std. Deviation		216.4%		26.4%		60.2%

																																																																																										N		15		15		15

																																																																																								Retail		Mean		25.7%		-33.3%		-16.0%

																																																																																										Median		-1.3%		-63.2%		-28.7%

																																																																																										Std. Deviation		121.0%		62.6%		65.8%

																																																																																										N		15		15		15

																																																																																										Mean		40.9%		-58.5%		-20.2%

																																																																																								Services		Median		31.0%		-59.0%		-38.0%

																																																																																										Std. Deviation		53.6%		30.5%		42.7%

																																																																																										N		8		8		8

																																																																																								Financial		Mean		35.7%		-64.4%		-27.6%

																																																																																										Median		26.3%		-65.9%		-28.5%

																																																																																										Std. Deviation		33.4%		13.2%		21.1%

																																																																																										N		6		6		6

																																																																																								Agriculture		Mean		709.9%		-73.3%		27.0%

																																																																																										Median		709.9%		-73.3%		27.0%

																																																																																										Std. Deviation		.		.		.

																																																																																										N		1		1		1

																																																																																								Total		Mean		67.6%		-47.5%		-16.6%

																																																																																										Median		19.6%		-64.7%		-32.3%

																																																																																										Std. Deviation		164.0%		57.7%		57.2%

																																																																																										N		83		83		83

																																																																																								Panel B.  Statistical Analysis

																																																																																								ANOVA

																																																																																								F-statistic				2.223		2.003		0.645

																																																																																								Significance				0.017		0.033		0.808

																																																																																								Median Test

																																																																																								Chi-Square Statistic				22.291		6.689		8.823

																																																																																								degrees of freedom				13		13		13

																																																																																								Significance				0.051		0.917		0.786

																																																																																								Industry membership is determined by SIC code as follows: mining & construction (1000-1999), excluding 1300-1399), food (2000-2111), textiles & printing/publishing (2200-23799), chemicals (2800-2824, 2840-2899), pharmaceuticals (2830-2836), extractive (29

																																																																																												ANOVA Table

																																																																																																		Sum of Squares		df		Mean Square		F		Sig.

																																																																																												Growth in AF * SIC membership		Between Groups		(Combined)		65.32		13.00		5.02		2.233		0.017

																																																																																														Within Groups				155.22		69.00		2.25

																																																																																														Total				220.54		82.00

																																																																																												Grow_NASFsum it+ ot * SIC membership		Between Groups		(Combined)		7.49		13.00		0.58		2.003		0.033

																																																																																														Within Groups				19.84		69.00		0.29

																																																																																														Total				27.32		82.00

																																																																																												Grow_All Fees * SIC membership		Between Groups		(Combined)		2.91		13.00		0.22		0.645		0.808

																																																																																														Within Groups				23.95		69.00		0.35

																																																																																														Total				26.86		82.00

																																																																																								Test Statistics(b)

																																																																																										Growth in AF		Grow_NASFsum it+ ot		Grow_All Fees

																																																																																								N		83		83		83

																																																																																								Median		0.1960		(0.6471)		(0.3233)

																																																																																								Chi-Square		22.2912		6.6889		8.8226

																																																																																								df		13		13		13

																																																																																								Asymp. Sig.		0.051		0.917		0.786

																																																																																								a		23 cells (76.7%) have expected frequencies less than 5. The minimum expected cell frequency is .5.

																																																																																								b		Grouping Variable: SIC membership
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				Analysis based on filename: Copy of Aud_indep_ScottGist3.xls    worksheet Gist   range a2 - AL837

				Report

				YEAR		AUDITOR				Assets-Total		Sales-Net		Audit Fees		Total  Fees

				2000		1		Mean		16973.6263333333		10243.1052435897		2815.7858974359		8314.5230769231

								N		78		78		78		78

								Std. Deviation		25740.8144991865		12570.493975342		6008.6291470851		12381.3970451057

						4		Mean		26744.1905494505		12725.9673186813		1990.7186813187		8695.7340659341

								N		91		91		91		91

								Std. Deviation		38064.1107393689		21641.075064889		1621.2159214554		11279.9109302159

						5		Mean		44545.0751014493		15904.0410724638		3034.1028985507		11304.5028985507

								N		69		69		69		69

								Std. Deviation		85761.0918936574		23855.131930276		3885.2969803959		17746.9747381894

						6		Mean		71805.8171632653		16677.2318163265		3109.9244897959		11133.9653061224

								N		49		49		49		49

								Std. Deviation		173613.867258		24399.1932048833		5058.701001679		18870.1747675018

						7		Mean		44587.0281263158		17313.4456526316		3429.572631579		15127.5947368421

								N		95		95		95		95

								Std. Deviation		111225.984661855		29612.9587395975		4523.6897238126		20777.3142722833

						11		Mean		2768.338		4259.252		540.5		926

								N		2		2		2		2

								Std. Deviation		298.2039001891		164.8294191217		197.282791951		5.6568542495

						17		Mean		2459.601		4977.044		495		674

								N		1		1		1		1

								Std. Deviation		.		.		.		.

						Total		Mean		37905.2554961039		14363.2761376623		2830.938961039		10922.2522077922

								N		385		385		385		385

								Std. Deviation		94153.1356259796		23225.2386948976		4364.8445546478		16561.3217929578

				YEAR		AUDITOR				Assets-Total		Sales-Net		Audit Fees		Total  Fees

				2001		1		Mean		17176.6982247191		10765.5333707865		2161.1011235955		7271.3213483146														Quantity %

								N		89		89		89		89						Yr 2001		Quantity %

								Std. Deviation		26778.1742719376		9963.2196230347		1988.2361646635		7450.009396554				AA		89		19.8%						Yr 2001		Yr 2002

						4		Mean		28239.6147281553		12486.4945339806		2062.3398058252		7268.8932038835		4		E&Y		103		22.9%				E&Y		22.9%		24.1%		0.012

								N		103		103		103		103		5		D&T		82		18.2%				D&T		18.2%		33.7%		0.155

								Std. Deviation		42469.0365974413		22631.8067415331		1714.6146285905		7138.6144436268		6		KPMG		54		12.0%				KPMG		12.0%		26.5%		0.145

						5		Mean		42849.8087804878		16867.1028170732		3450.9390243902		11397.6097560976		7		PWC		117		26.0%				PwC		26.0%		15.7%		-0.103

																				Other		1		0.2%						0.2%

																				BDO Seidman		2		0.4%						0.4%

								N		82		82		82		82		other		Grant Thorton		2		0.4%

								Std. Deviation		86644.6790162017		22741.9691243689		4550.763475079		15418.4420997746		tot		Total		450		1.000								1

						6		Mean		73554.9011481482		16658.2539259259		2977.6296296296		9240.6740740741

								N		54		54		54		54						356

								Std. Deviation		194216.304462555		23417.8803342654		4559.7569212615		14458.2740881474

						7		Mean		44287.2567521368		17296.1811111111		3672.6581196581		16444.5213675214														Revenue %

								N		117		117		117		117						Yr 2001		Revenue %

								Std. Deviation		107277.604390605		26625.7442746884		4782.3146883765		21876.9184828078				AA		10765.5333707865				0.73676				Non-Andersen Clients 2001 Revenues		Percentage of non-Andersen Clients in Year 2001		Year 2002 Percentage of Former Andersen Clients

						9		Mean		10274.603		5109.045		1157		2086				E&Y		12486.4945339806		0.197		0.85454		E&Y		19.7%		22.9%		24.1%

								N		1		1		1		1				D&T		16867.1028170732		0.266		1.15433		D&T		26.6%		18.2%		33.7%

								Std. Deviation		.		.		.		.				KPMG		16658.2539259259		0.263		1.14004		KPMG		26.3%		12.0%		26.5%

						11		Mean		2998.36		4483.795		686.5		2251.5				PWC		17296.1811111111		0.273		1.18370		PwC		27.3%		26.0%		15.7%

																				Other		5109

																				BDO Seidman		4484

								N		2		2		2		2				Grant Thorton		5497				0.37620

								Std. Deviation		530.5280757886		546.7278921456		275.0645378816		1537.9572490807				Total		14612		1.000		5.446

						17		Mean		19774.0255		5497.017		584		1012.5

								N		2		2		2		2						63308.0323880908

								Std. Deviation		24667.8153343834		1050.3364127745		74.9533188058		383.9589821843

						Total		Mean		38134.4085666667		14612.4742422222		2848.7266666667		10582.3711111111

								N		450		450		450		450						Yr 2001		Total Fees 01 %

								Std. Deviation		98054.6958621526		22029.7838010856		3751.3244483328		15117.2487546035				AA		7271.3213483146				0.12763

				Total		1		Mean		17081.8502754491		10521.5250239521		2466.8820359281		7758.5652694611				E&Y		7268.8932038835		0.164		0.12758

								N		167		167		167		167				D&T		11397.6097560976		0.257		0.20005

								Std. Deviation		26220.0284942606		11224.4528045129		4353.1371412764		10040.1281926903				KPMG		9240.6740740741		0.208		0.16219

						4		Mean		27538.152871134		12598.8245515464		2028.7443298969		7938.1845360825				PWC		16444.5213675214		0.371		0.28864

								N		194		194		194		194				Other		5350				0.09390

								Std. Deviation		40365.9476427536		22115.7210145016		1667.5331100002		9315.2998394428				Total		56973.0197498911		1.000		1.000

						5		Mean		43624.4669006623		16427.0282450331		3260.4642384106		11355.0642384106

								N		151		151		151		151						44351.6984015765

								Std. Deviation		85958.7742749087		23183.9457108681		4250.8603509932		16466.7886698787

						6		Mean		72722.8126504855		16667.2822427184		3040.5660194175		10141.3660194175

								N		103		103		103		103

								Std. Deviation		183806.226593446		23771.8829572912		4780.2030484922		16646.0564847427

						7		Mean		44421.5882641509		17303.9175801887		3563.7283018868		15854.3891509434

								N		212		212		212		212

								Std. Deviation		108804.001152602		27935.8688519003		4658.8214500007		21351.0463633846

						9		Mean		10274.603		5109.045		1157		2086

								N		1		1		1		1

								Std. Deviation		.		.		.		.

						11		Mean		2883.349		4371.5235		613.5		1588.75

								N		4		4		4		4

								Std. Deviation		375.6309029584		354.259643156		212.83561732		1172.2193694015

						17		Mean		14002.5506666667		5323.6926666667		554.3333333333		899.6666666667

								N		3		3		3		3

								Std. Deviation		20104.2364177558		801.0788123377		73.8195999267		334.5240399931

						Total		Mean		38028.7511628743		14497.5745173652		2840.5251497006		10739.082754491

								N		835		835		835		835

								Std. Deviation		96218.1141882325		22575.5270978246		4043.3066819506		15790.7857768183
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