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received limited attention. Considering the importance of this relationship, this research
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Method: In terms of purpose, this study is applied research that examines the relationships
between the target variables using a descriptive-causal approach. Since the research data used to
test the hypotheses are based on historical documents, the study has a retrospective nature. The
hypotheses were tested using a sample of 84 companies listed on the Tehran Stock Exchange
during the period from 2016 to 2021, employing panel data analysis with year and industry effects

Keywor ds: controlled and using a multivariable regression model. Audit fees were measured using the
AUdll"' Fee, ) natural logarithm of the firm’s audit fee. Tenure overlap was measured using two criteria:
Earnings Quality, simultaneous commencement of tenure and appointment of the CFO by the current CEO.
Management Team, Earnings quality was measured using performance-matched discretionary accruals.

Same Tenure,

Chief Financial Officer. Results: The results of this research show that CEO-CFO tenure overlap, as well as the

appointment of the CFO by the current CEO, is associated with an increase in audit fees,
indicating higher audit risk. However, the effect of tenure overlap on audit fees through the
JEL Classification: mediating variable of earnings quality was not confirmed.

M41, M42. Conclusion: The results of the research indicate that CEO—CFO tenure overlap increases audit

risk. Based on the theoretical foundations, this increase in audit fees was expected to occur
through the mediating role of earnings quality; however, the findings of this research do not
support this expectation, and the increase in audit fees through reduced earnings quality was not
confirmed. This suggests that although CEO—CFO tenure overlap leads to higher audit risk and,
consequently, higher audit fees, this risk may instead be associated with increased fraud risk or
other corporate governance issues. The findings of this research suggest that boards of directors
should pay close attention to the relationship between the CEO and CFO, particularly when the
CFO is appointed by the CEO. In addition, the evidence from this study supports the risk-based
theory of audit fee determination and highlights the bargaining power of auditors in setting audit
fees.

Cite this article: Adlzadeh, M., & Nikravesh, M. (2026). Investigating the effect of the same tenure of CEO and CFO on the audit
fees. Journal of Accounting Knowledge, 17(2), 133-156. https://doi.org/10.22103/jak.2025.24123.4103

@ ® @ Publisher: Shahid Bahonar University of Kerman.
© The Author(s).



mailto:m_adlzadeh@sbu.ac.ir
mailto:m_nikravesh@atu.ac.ir
https://doi.org/10.22103/jak.2025.24123.4103
https://uk.ac.ir/en
https://orcid.org/0000-0003-4577-2584
https://orcid.org/0000-0002-2975-5138
https://creativecommons.org/licenses/by-nc/4.0/

2/ Investigating the effect of the same tenure of CEO and CFO on the audit fees

Introduction

The relationship between the CEO and CFO of the firm is one of the important aspects of the
firm's management team, but the economic consequences of this relationship have been less
investigated. After initial study of Simunic (1980) on audit fees, various studies have examined
various factors determining audit fees, such as the characteristics of the client company, the
characteristics of the audit firm, and the personal characteristics of the client company manager
(Carcello et al., 2002; Abbott et al., 2004; DeFond and Zhang, 2014).

However, the relationship between the management team and audit pricing has been less
explored in previous research. Considering the importance of this relationship, this research has
investigated the effect of the same tenure of the CEO and CFO of the firm on the audit fee. The
theoretical basis of this research is that by increasing the probability of cooperation between the
CEO and CFO in negative aspects, auditors increase audit costs due to higher risk. This research
contributes to the development of previous research literature from several perspectives. First, the
current research develops the literature related to the economic consequences of management team
tenure. Second, this study extends the literature on how the relationship between the CEO and the
CFO affects audit fees. The third contribution of the research is related to the development of
literature related to audit fees. Considering two competing theories and approaches in explaining
audit fees (risk theory and bargaining theory), the evidence obtained from the implementation of
this research can contribute to the development of research literature in this field. Therefore, the
purpose of this article is to examine how the same tenure of CEO and senior financial officer
affects audit fees.

Method

In terms of the purpose of this research, it is an applied research that examines the relationships
between target variables with a descriptive and causal approach. This research develops the
hypothesis by studying the previous literature with a deductive approach and then tests the
hypothesis and generalizes the results by collecting data with an inductive approach. Since the
research data for testing the hypothesis are documents related to the past, the current research has
a retrospective nature. The hypotheses of this research were tested with a sample of 84 companies
in the Tehran Stock Exchange during 2016 to 2021 and using panel data (with year and industry
effects controlled) and multivariable regression model. To measure the audit fee, the natural
logarithm of the firm's audit fee was used. Consistency of the tenure was measured with two
criteria (starting the tenure at the same time and appointing a CFO by the current CEO). Earnings
quality has been measured using performance matched discretionary accrual measures. We control
the models by numerous variables determined from prior literature.

Results

The results of this research show that the same tenure of the CEO and CFO of the company, as
well as the appointment of the CFO by the current CEO, is associated with an increase in audit
fees, which indicates an increase in audit risk. However, the effect of tenure consistency on audit
fees was not confirmed through the mediating variable of earnings quality.

Conclusions

The results of the research show that the consistency of the tenure of the CEO and CFO
increases the audit risk. The findings of the research support the theory of risk in the pricing of
audit services and show that auditors pay attention to risk-increasing factors in determining their
fees. Based on theoretical foundations, this increase in audit fees was expected to be created
through the mediating variable of earnings quality; But the results of this research are contrary to



Journal of Accounting Knowledge/ Volume 17/ No. 2, 2026 /3

this expectation, and the increase in audit fees through a decrease in the earnings quality was not
confirmed. Therefore, confirming the positive effect of tenure consistency on audit fees on the one
hand and not verifying this effect through the mediating variable of earnings quality creates a new
research problem that indicates the effect of other issues on audit risk due to tenure consistency.
For example, it is possible that the similarity of the tenure increases the probability of the senior
management team's cooperation in other high-risk behaviors such as fraud and failure to comply
with internal controls, and as a result, it increases the audit risk. This shows that although the same
tenure of the CEO and the CFO of the company leads to an increase in the audit risk and as a result
the audit fee, but this risk can be related to an increase in risk in other areas such as fraud risk or
other corporate governance issues.

The most important limitation of the current research is related to the requirements of auditing
fees in Iran. Considering the specific professional requirements in determining the fees, it is
possible that these requirements, along with the control variables included in the research models,
influence the determination of the audit fees of the institutions, but it was not possible to control
them in the present study.

The results of this research show that the board of directors should pay attention to the
relationship between the CEO and the CFO and especially the appointment of the CFO by the
CEO. Also, the evidence of this research supports the theory of risk in determining audit fees and
indicates the bargaining power of auditors in determining fees. Considering the non-confirmation
of the mediating effect of earning quality, it is suggested to examine and identify the effect of other
potential mediating factors such as fraud risk and changes in the structure of internal controls in
future research. In addition, due to the possibility of the moderator effect of the internal and
external regulatory environment on the relationship between the variables of this research, the role
of moderator variables such as competition and corporate governance mechanisms can be
investigated.
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