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Abstract:

Deviation from the optimal level of corporate social responsibility (CSR) can lead to
informational and operational risks and, by increasing financial and managerial complexities,
raise agency costs as well. In this context, CEO turnover—as a consequence of suboptimal CSR
behavior—may affect auditors perceived risk and, consequently, increase audit fees. The present
study aims to examine the impact of CSR deviation on audit fees, emphasizing the mediating
role of CEO turnover. This quantitative, descriptive-correlational research analyzes data from
148 firms listed on the Tehran Stock Exchange over the period 2013 to 2023. Multiple regression
and logistic regression analyses were used to test the hypotheses. The results show that deviation
from the optimal CSR level increases audit fees and the likelihood of CEO turnover. However,
the mediating role of CEO turnover was not supported. This outcome likely stems from structural
weaknesses in CSR disclosure and insufficient reporting standards among Iranian firms, resulting
in a lack of transparent information on the effect of managerial changes on the audit process
for auditors. Therefore, auditors primarily focus on operational risks and the quality of financial
reporting. The study highlights the need for balance in CSR activities as a key factor in reducing
risk and agency costs, and recommends that managers, auditors, and investors consider this issue
in their decision-making processes.
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