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Abstract PCAOB conducts the direct supervision for the PCAOB registered accounting firm. Therefore, if an
accounting firm is registered with the PCAOB, it will thoroughly manage for their quality management systems.
The registered auditor can be expected to have better quality of the audit. This study carried out the analysis
using the audit fee which proxies for audit quality. The results of analysis are as follows. After controlling for
foreign accounting firms affiliated status, company size, risky assets, leverage, ROA, and market-related
variables, PCAOB is a significant explanatory variable for the audit fees. The results of this study support the
hypothesis that PCAOB-registered auditors will provide a good audit quality.
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<Table 1> Sample selection

n
Initial observations 10,875
Data unobtainable observation (1,952)
Dependent variable unobtainable observation 171
Final samples 8,752
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<Table 2> Descriptive statistics
mean s.d. min Ql Q2 Q3 max
FEE 11.119 0.689 8.700 10.698 11.002 11.350 15483
PCAOB 0.693 0.305 0.000 1.000 1.000 1.000 1.000
MEMBER 0.847 0.229 0.000 1.000 1.000 1.000 1.000
SIZE 18.879 1.402 15537 17910 18614 19.531 25.398
RISK 0.161 0.126 0.014 0.166 0.245 0.336 0.831
LEV 0.421 0.193 0.041 0.268 0424 0.558 1.520
ROA 0.043 0.035 -1.09 0012 0.043 0.083 0455
RET 0.000 0.002 -0.014 -0.001 0.000 0.002 0.015
BETA 0.843 0.392 -0459 0554 0.830 1.107 2.397
VOL 0534 0.134 0.040 0400 0505 0.636 1.609
DA 0.039 0.047 0.000 0.018 0.037 0.079 0.312
* Definition of variables
FEE: natural log of audit fee of audited firm
PCAOB: 1 if the audit firm is registered in PCAOB, 0 otherwise
MEMBER : 1 if the audit firm is cooperated with PCAOB, 0 otherwise
SIZE: natural log of total assets of audited firm
RISK : (cash and cash equivalent + receivables) / total assets
LEV: total liabilities / equity
ROA: net earnings / average assets
RET: daily log stock returns
BETA: coefficient of market model using daily stock data
VOL: variability of stock returns
DA: discretionary accruals using Kothari et al.(2005)" model
<Table 3> Analysis of correlation table
PCAOB | MEMBER SIZE RISK LEV ROA RET BETA VOL DA
FEE 288 225 5% -.096%3 193 0455 021 104 - 2110 |- 050
PCAOB 683 302+ 012 024 0615 -.005 .016 -153kx | =054
MEMBER 216%% 054 024 0605+ 031 .010 —126%x  |-.050%
SIZE =177 147 173 077 0705 -366%x |- 100w
RISK 025 1673 0405« 074 049 | 116
LEV —. 259 —.042x3 0473 198|072
ROA 187 0643 - 224 |-.006
RET -.005%x =040 036k
BETA 392 08Bk
VOL 169xx

#x. significant level of 1%(both tailed). *: significant level of 5%(both tailed).
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<Table 4> Results of regression analysis

oIt Aol SJspd TRk 252, AY] B
55 A go] £85F, AR THRFE 7
R4S F7hA 21 e 93 (ROA) B 74
FOBRED)S BAAFE B ()9 BaAE e

4.4 F7HEA

e FH B Aol R Gl
ok S ARV ARERS] tgusTt | £ e
S AATFEY Aol 7uks Frh AgATY AL
kAl o] 2 2 <Table

e Fqste] F7hAl RS skt

=AE7|F SEST(PCAOB) Y 3AAGFE 3
Aol (10%+2) =) -0042% UeEh} 957257
T S5 AR 7|l 18R] &L 71l
na) A wgel==(DA)} Yol S & 5 9tk F,
Q]3] AZ=7) 721 PCAOBY 5&3 7M1 Al%H
ol FAAE 7 b dl-s] 3] dA
FAHY 7sE At 2 Aol PCAOBEHE 3

FEEF,

it

ay +0y PCAOB, + a, MEMBER,, + 0, SIZE,, + o, RISK,,

Y LEV, +0,ROA. +a.RET, + 0B, +agVOL, +e = model (2)
non-standardized standardized . . .
variables coefficient coefficient t value p-value collinearity statistics
B s.e. beta tolerance VIF
intercept 2964 109 27116 .000
PCAOB 042 018 025 2.346 .019 728 1.374
MEMBER 118 031 039 3.844 .000 770 1.299
SIZE Al3 005 340 76.132 .000 655 1.527
RISK .256 052 047 4.941 .000 893 1.119
LEV 120 036 034 3.330 .001 804 1.243
ROA =377 081 -.047 -4.640 .000 792 1.262
RET -8.645 27120 -.029 -3.178 .001 935 1.069
BETA .058 018 033 3.120 .002 723 1.334
VOL 114 044 030 2.623 .009 591 1.693
F-statistic 231,02
adjust R2 0.187

FEE: audit fee, PCAOB: dummy variable whether the audit firm is registered in PCAOB
MEMBER: dummy variable whether the audit firm is cooperated with PCAOB
SIZE: size of audited firm , RISK; risky assets, LEV: leverage, ROA: return on assets,

RET: stock return, BETA: market risk, VOL: inherent risk
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<Table 5> Results of regression analysis using discretionary accruals as dependent variable

DA, = o, +oyPCAOB, +a,MEMBER,, + o, SIZE,, + oy RISK,,
+a LEV,, + o, ROA;, + - RET,, + oy B, + 0y VOL;, +e¢ model (3
non-standardized standardized collinearity statistics
variables coefficient coefficient t value p-value
B standard error beta tolerance VIF
intercept 053 018 2902 004
PCAOB -.005 003 -.024 -1.901 062 530 1.725
MEMBER -.006 003 -.025 -1.822 069 733 1.364
SIZE -.003 001 -.040 -3.208 001 5% 1.679
RISK 074 008 .09%6 9.079 000 3 1.841
LEV 028 005 058 5215 000 8% 1.116
ROA 041 013 .036 3215 001 810 1.235
RET -1.315 398 -.034 -3.303 001 933 1.072
BETA 005 .003 .023 1.977 048 656 1.524
VOL 065 006 131 10.232 000 694 1.441
F statistic 109.52s3
adjust R2 0.112

DA: discretionary accruals, PCAOB: dummy variable whether the audit firm is registered in PCAOB
MEMBER: dummy variable whether the audit firm is cooperated with PCAOB
SIZE: size of audited firm , RISK; risky assets, LEV: leverage, ROA: return on assets,

RET: stock return, BETA: market risk, VOL: inherent risk
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