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RS R E R

T REE,

AL TTHRTE T« 58, R T AF 4R In) 1) R S B AL
SRR SRS . E BT Te) i) bR WS A R AR A B2 0T
PR BTN WAL 5 B b 24 alfE B3R 0 5%
( Dechow &%, 2015 ; Johnston Fll Petacchi, 2017 ; Bozanic &%,
2017 ), ASCEBUAEAR ) R TR L 1% — =
EER . LR, o TS0 s A R T T RS B
THTCE ) S A I 2 AN N2, | AR
B AT Z 5% (Gul %, 2013 ; Ittonen &5, 2013 ), {H
SRR T ITAEAR 0] 1) bR S5 R S PN B 2 D R R . B
Jei , TEHTHIBRIBANZ 1, DAERFZT R H IR BAEAE <
BB YV (Li%E, 2016 ; XISCESE, 2017 ; Sufll
Wu, 2018 ), A& IR ) 1) o W 2w T A P
WHAG RN, I F& T8 A T R AR

Ja SCHYZEHEINT « 55 3053 A SOk el i 5 Bk 5 fli
S =3y AT BT, SRS A SRR IR B 25 4 #T
SRSy Rt — W GE, SEONER S MR DY, S
ARSLZE R

=, XEEB SRR

R 4 48 1) 1) R B4 P 9 3 B S A L s PR A
SR a7 T o ST ) Ve BRI Y SR IR 3, DA ST & B
WNZERIRE ST . A FENEFRAKCOE RS LR IS
PRl 2 T 2 ) 17 28w AU 1) 36 B Y BT B ( Cassell 55,
2013 ). KTl pR A 2255 J5 5, B Aot & BUTE & A n)
TR T, BRI PN T B N 3 T (BRIZ AR S,
2018a ), fH ju) i) pR b 1728 wi) W 55 it Al HAT — 2 ) S0 4
FHC5RAREE, 2015), H BT AR SHEGSEE P HERE L
5. (Bozanic %, 2017 ), MM 7 b ISl i) i i 2 55
( Johnston il Petacchi, 2017 ),

2 55 BN TP 55 ) i) BRI B v T 48 /PR AR W R
A, ALk o) VR UTAT SR TR R W R 7, R s
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fon) ) B S e S L AR R T R DL SRR B L T AR
W BRATSE (2018 ) 2 B 1) #6928 7 kb A B ) ) 28 )
AT T HE R . BTSRRI R 0 W T
S St AL R XS AL 3 M o ) 36 B 30 4 1 I
o — 7, FETEES], R P g AR
SSBEIRE T, — By e AT R I, A
TR W 55 1.3 0T 45 B R IR R A% ( Chang Fil Chou, 2008 ),
W TR P TR Syl i A I T AR R ¢
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PR TR

A ) 38 S OIS N B K, AR AR 1) 180 R AN 2%
NP R PR R, A SR A A&
FUER RGN o T AR RO T DLRE ) S PR
B8, WIS XU . 00 XU (i 1 S5 0 2 ) o 4%
SRFEAE IR ( Prawitt 5, 2009 ). 24 5 I BT HT 2 P 9] i)
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WA ) i) R T 52 B RIS 5 S3— 5, Te) R RR o b
P IR SRR, X H A NP2 AR B
hig A N TAERE ST AT A5 R, BEARAR SR i e Ak ¥ XS
P a) i) o IR B LR S5 2 T R b e e O
G H TR A P )i i, AR 1 -

H1 : bios el eB)32 5 B & AR ) R 1, Bkim)
W H T2 o At o 12 P R T

DA T 360) B O 1T BABF) £ R K, AR SCHRIEBH Ak
1 WA A O I A P S LA Y O (R S
2017 ), HRANEA BB ARAL PR , A4 0] 1) R U
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o) Y U AT A B A Bl BT 5, SRR ) 0 bR P B2 1 )
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ek BT - (1) BIBR R OREE AT 24 |
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I} 5 DID R .

ADA, =B,+B IL; x POST+B,SIZE, +B; LEV, +B,GROWTH,,
+B,CFO, +BAGE; +B,LOSS, +BINDIR, +B,DUALITY;,
+B,,COMPLEX; +B,,Bigd; +B,,AUCHG, + Year,
+Y Firmte,, (1)

AW R B, AR & IL, iR AR
POST Sy iif[u) A8 &, 25 t AR B ) bR, W) ¢ 48 02 LLJG 48 &
HUL, 730004 0. BRI IL, x POST, B R %0 B A A E 253
flE R, ARF M) R R AN A, H )
THVRR BT -1 AR T2 R)AER, B USSR AR B AT i
SR o

St EE HL, AR A b AR 8 IL_INDV #7802 5
FI|iv) 1) R o FES B 24 A A8 5 I A 4R o) i R )b 7T 23 )
FEAS , Bl s e A BUER 1, AR A
THIRR ) B I ) 2 P A A 0.
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TR R 3 ) 2 22 D 0 H T[] — S OB TR, 3%
SR P 5 AR B 1L TEAM 3782 25U 31 ) 16 R . 726 515 bk
(o) ) H U T R AR T, ) 8 S T AE A
BB P HUELA 1, HEARHT T BARY 25 7 BUE R 0.

T H3, SRAASEILL NUMAIILT NUM 43 5|38 7R 8
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YR FE DA, 5 58 B I 7 1) B 21 ARG B S PRI
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B4 XHE ADAFE A T AR BEAS & ADABR K, %
A2 F) Y AR PR R, W T ORI
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FHAE . S A FRHIE SV A A &, BRGS0 wl A |
WP S RTAT . Btk BB . AR L S S
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JEAb ST I R T B T R E D

1 TEEX

TER TEi%AA
IL_INDV SR I, )RR R P EUE A 1, A 0
IL TEAM SN, B TR B R P BUE R 1, 0020
ILI NUM fo) AL T ) o] ROV S 2 ) B O S DRI o 25 P U A 1, A5 A 0
ILT_NUM i) RS i) ) R ) R R 2 A ) ) TP AE AT BA B 20 BB A 1, 75004 0
ILI ACC ;J%EFE%%J% TR I 5501 A 28 L DA% A 2 DL A 1) o IR i o 5 P B 1, 2500
ILT ACC Ei@%ﬁ;ﬁ% SER S IR 55T e 6 Tl A2 A8 3 DA 1) 1 o U BT/ Ao 25 P B
POST TS &, 25 AR im0 es , DU 4R R LU AREERUER 1, &4 0
ADA BIERPE R A, @R Jones B HE, BRLENHE
SIZE N AR, SEAE I B ARRTEL
LEV WoF S5 ATAT , SAUBEES W P = A Y L 2R
GROWTH ENMNIE R, AN S FAERGAS B H 4L
CFO SEBAT R, ZETRAIAR RS FAR AR A
AGE b TiTAERR
LOSS ZE T, A RAEREGAEANT 0, IERMER 1, 7040
INDIR MIELLER, ST HE R BN S S AH B
DUALITY PR G —, FEK . MEHAE— A, IR 1, 5040
COMPLEX HIHIR GG E AR, B A AR RO S PR
Big4 US55, SIS I S5 REIBR DU BUEA 1, f040
AUCHG HOITAS B, 5 b 20 m) B A i 2 IR R 1, 500k 0
R2 MRS
TE b ] H{L =/ME w=KE REE MME
ADA 0.105 0.073 0.004 0.661 0.099 5740
IL_INDV 0.469 0.000 0.000 1.000 0.499 5740
IL_ TEAM 0.739 0.000 0.000 1.000 0.439 5740
SIZE 22.618 22.523 20.384 25.202 1.291 5740
LEV 0.852 0.581 0.164 3.062 0.756 5740
GROWTH 0.125 0.069 -0.354 1.024 0.322 5740
CFO 0.040 0.040 -0.089 0.160 0.064 5740
AGE 15.266 17.000 1.000 23.000 6.188 5740
LOSS 0.125 0.000 0.000 1.000 0.331 5740
INDIR 0.372 0.357 0.333 0.500 0.048 5740
DUALITY 0.181 0.000 0.000 1.000 0.385 5740
COMPLEX 0.279 0.252 0.023 0.655 0.186 5740
Big4 0.086 0.000 0.000 1.000 0.281 5740
AUCHG 0.629 1.000 0.000 1.000 0.483 5740
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£3 TETEHHERE
Panel A : BXIL_INDV AQHTE
IL_INDV=0 IL_INDV=1
T8 _ WEESUE | hENERE
#iE 8 t1E {4
ADA 0.108 0.077 0.101 0.070 251" 3.31™
SIZE 22.724 22.613 22.498 22.453 6.66™ 6.36™
LEV 0.847 0.554 0.858 0.611 -0.56 -4.14™
GROWTH 0.126 0.075 0.124 0.059 0.33 2.82"
CFO 0.047 0.049 0.032 0.032 8.727 9.16™
AGE 14.436 16.000 16.203 17.000 -10.917 -10.03™
LOSS 0.091 0.000 0.165 0.000 -8.53™ -8.48™
INDIR 0.372 0.364 0.372 0.353 -0.06 0.26
DUALITY 0.170 0.000 0.194 0.000 241 241
COMPLEX 0.277 0.250 0.281 0.255 -0.86 -0.71
Big4 0.128 0.000 0.039 0.000 12.10™ 11.95™
AUCHG 0.621 1.000 0.638 1.000 -1.30 -1.30
Panel B : WLIL_TEAM AH4ET &
T8 IL_TEAM=0 IL_TEAM=T WEERUE | hRNERE
18 g iE 8
ADA 0.121 0.090 0.099 0.069 7.38" 7.99"
SIZE 22.719 22.600 22.582 22.503 3.54™ 3.007
LEV 0.847 0.570 0.854 0.584 -0.30 -1.40
GROWTH 0.134 0.076 0.122 0.065 1.28 237"
CFO 0.048 0.049 0.038 0.037 5.427 5.80"
AGE 14.390 16.000 15.575 17.000 -6.39™ =527
LOSS 0.083 0.000 0.141 0.000 -5.827 -5.817
INDIR 0.373 0.364 0.371 0.333 1.35 1.61
DUALITY 0.165 0.000 0.187 0.000 -1.92" -1.92°
COMPLEX 0.273 0.241 0.281 0.255 -1.47 -1.71°
Big4 0.160 0.000 0.060 0.000 12.04™ 11.89™
AUCHG 0.607 1.000 0.636 1.000 -2.02" -2.02"

E T H T 5 R R R 10%s 5% o 1% 69K LR E L A A HEE T AR, 248 A AR £ F 49 Wilcoxon Fk e

Lt

M. SKHEMG S R 5 R AT

(— ) HAS BT

T2 PR RRTES 45 58, ADARIE K
0.105, A4 0.073, F/ME 4 0.004, £ KB 0.661.
IL_INDV R348 4 0.469, 58 B I i) (6 B 0 Br o A0
% PR A T 46.9%. 1L TEAM BB 0.739, i5iHH
B IRl H B A BT A0 2 7 B AEAR A |9 73.9%

30 E A )/ 2K . Panel A Fll Panel B 4371
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1 3% 3 () Panel A Fif 75, ADA 7EIL_INDV=1 i} {4 34 {f
0.101. YAz %40.070, 7EIL INDV=0 i (1) Y8 47 0.108
HE R 0.077, HIE 22 SR v 7 5022 S AE 5% Al 1% 7K
bR FEMHARXS T AR ] ) U, ) i U Y
HITHUCE B Panel B H, 0] 1) HE DT ZE I BA S 51
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RS R E R

T REE,

R4 FREAAERSHITRE

ADA ADA
M (2)
IL_INDV x POST -0.0190™
(-4.15)
IL_TEAM x POST -0.0267""
(-6.40)
SIZE 0.0016 0.0019
(0.30) (0.36)
LEV 0.0085™ 0.0080"
(2.54) (2.43)
GROWTH 0.0281° 0.0272™
(5.13) (4.99)
CFO -0.0870™ -0.0865"
(-2.53) (-2.53)
AGE 0.0020 0.0023
(0.30) (0.35)
LOSS 0.0357" 0.0354™
(6.23) (6.20)
INDIR -0.0032 -0.0085
(-0.06) (-0.16)
DUALITY 0.0018 0.0017
(0.29) (0.28)
COMPLEX -0.0068 -0.0058
(-0.27) (-0.23)
Big4 0.0063 0.0045
(0.34) (0.25)
AUCHG 0.0043 0.0042
(1.45) (1.42)
Constant 0.0023 -0.0058
(0.02) (-0.04)
Firm FE Yes Yes
Year FE Yes Yes
N 5740 5740
R’ 0.051 0.056

E S AAUE, A AR T 10%. 5% o
1% 8 KFER%E, TR

e ) i) e T BT A AT A ) R 5 R B i S AR T
KR ASEAEA ] 2 L T B E R 2 R, v
Ii) MO LRI B ) M ZH 2 ) A AE—RE BRI 2E 55

(=) ZIellH5#r

F 4 (1)AC2)FN53 514 HI A H2 B SEIER S0 25

W) BB, B ) i) A~ 7+ (IL_INDV x POST )
FUBT RGN R R O L% HEL ( ADA ) FE 1% 8K F 2%
TSR, IXRIHTENC RN AE 2 B ) )RR, 1) 8 5 1T
WA O R AR . A5 (2) A EOR, i)
W HHTRFFEIBA (IL_TEAM x POST ) FHRT 34U 7 1]
T LA ( ADA ) TE 1% K F F R AHSE, X3RRI
Tea) VBRI P B8 A o D 90
RREZ S5, AR R R 7 A T BA
SR HO

36 5 IAFHR 1) i) R 04 ) RRUEC i | ) ™ AR AR S B
N A, A6 o) V) R 34 % i) 8L AR A o o 3 e 1 S [ 5
Wi, FESHYSE(1) 5555 (2)F)H ILI NUM x POST ., ILT_
NUM x POST B RELHFE 1% /KF b 5o 359\ ME R i F i
B L XA ( ADA ) B2 0URH 5%, X 5 H3 #il— 2, 4E4fin)
) B 4 o) AR R 2, ok ) 9 OO LAt 5 P o
SOHE AR BE R, T A AT A A F U A T
R R, FSHE(3)FEE(4)FILL
ACC x POST. ILT ACC x POST (1 Z £ .34 7F 1% /K F L
ST RGN R 1R i 26X HE ( ADA ) AR, X5
HA T30 —3, 25 10) if) bR R 5T R RS A% UL, T
Wl i) T B I oA 2 P R SRR R R, BT AE
A HLA H U B B S R R R R . 3 5 g
TR, WSRYE ) R S | P B it ) T
IR P AZ A 3 D, D0l 360 R 90 SR i, ke
WA AR o TR T BA A o+ S Ve F B A

A HE—FHR

(=) VIR S IMRS5RT | AR R 5 T

—J7 I, EBR PYR” Sl S5 R i i AR
BRLHHE A A, BRSSPI I A5 B E LT, <Y
R AR BAP BATE s 0 o T H i (VTS , 2004 5 XUGF]
JEIREIR, 2007 ) 5 S3—J71H, EREINRIEETHE T, JE
“PY K7 55 BT AT RESZ AL T S n) ), Ayl XU
A DU =5 55 i H U SR ] T R Choi 45,
2008 ). Kk, 28 55 Fr A4 In) i) o W45 KB “ PO R ANl
DRI R U A BA S 5 2 0 ) S BT RE B R AR
“PUR” FHET N, A5 N Bigd A8 &, 25 i vl iy
PSSR “PYKR”, Bigd BUER 1, B0k 0, FF3EF T4
ZHETIY

F6 R ET VUK R HEAT 4 A B ) el VA 25
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x5 FREAARODBEHE. FERESHITRE

ADA ADA
M (2) (3) (4)
ILI NUM x POST -0.0258"
(-4.73)
ILT NUM x POST -0.0250""
(-5.77)
ILI_ACC x POST -0.0226"
(-4.27)
ILT _ACC x POST -0.0186™
(-4.34)
SIZE 0.0017 0.0016 0.0021 0.0019
(0.33) (0.31) (0.39) (0.36)
LEV 0.0086" 0.0081* 0.0085" 0.0082*
(2.56) (2.44) (2.54) (2.46)
GROWTH 0.0285" 0.0278" 0.0282" 0.0279"
(5.19) (5.09) (5.16) (5.09)
CFO -0.0850™ -0.0858" -0.0829" -0.0833"
(-2.48) (-2.51) (-2.41) (-2.43)
AGE 0.0021 0.0031 0.0022 0.0030
(0.32) (0.48) (0.33) (0.45)
LOSS 0.0359" 0.0356"" 0.0353" 0.0358"
(6.30) (6.22) (6.14) (6.23)
INDIR -0.0005 -0.0029 0.0012 -0.0050
(-0.01) (-0.05) (0.02) (-0.09)
DUALITY 0.0013 0.0009 0.0018 0.0021
(0.22) (0.14) (0.29) (0.35)
COMPLEX -0.0054 -0.0042 -0.0043 -0.0028
(-0.22) (-0.17) (-0.17) (-0.11)
Big4 0.0074 0.0054 0.0075 0.0071
(0.41) (0.30) (0.42) (0.39)
AUCHG 0.0045 0.0045 0.0043 0.0045
(1.53) (1.51) (1.46) (1.51)
Constant -0.0041 -0.0139 -0.0139 -0.0192
(-0.03) (-0.09) (-0.09) (-0.13)
Firm FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
N 5740 5740 5740 5740
R’ 0.052 0.054 0.051 0.051
W 45 PSR, IL_INDV x POST., IL_TEAM x POSTAX7E  UFHAIBNIRAT W3R 520
Bigd=0 14320~ 5 0T #Rg\PE R R ) 2853 B ( ADA ) i ()R P EZENE | R R 5 T
FHR, X R pR TR S TR DU R AN & EBERENS B S5 I L R P B M

THUTPRIEE TR A B o s, et “PUR” ORI RREE, S IR S (EAER R R ST,
68
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BT HITREN,

x6 "MK SITITEZAH. FHREIAESHITRE
ADA ADA
M (2) (3) (4)
Big4=1 Big4=0 Big4=1 Big4=0
IL_INDV x POST -0.0023 -0.0190"*
(-0.12) (-3.97)
IL_TEAM x POST -0.0188 -0.0263"
(-1.51) (-5.87)
SIZE 0.0051 0.0016 0.0024 0.0018
(0.23) (0.28) (0.11) (0.33)
LEV 0.0290™ 0.0067" 0.0290" 0.0063"
(2.50) (1.89) (2.54) (1.80)
GROWTH -0.0183 0.0307" -0.0169 0.0296"
(-0.91) (5.40) (-0.83) (5.23)
CFO -0.0046 -0.0894" -0.0122 -0.0882"
(-0.03) (-2.51) (-0.08) (-2.48)
AGE -0.0067 0.0033 -0.0053 0.0035
(-0.22) (0.48) (-0.17) (0.50)
LOSS 0.0872" 0.0347" 0.0880" 0.0344™
(3.35) (5.93) (3.46) (5.88)
INDIR -0.0022 -0.0037 -0.0067 -0.0077
(-0.02) (-0.06) (-0.05) (-0.13)
DUALITY -0.0166 0.0029 -0.0178 0.0029
(-1.19) (0.43) (-1.28) (0.43)
COMPLEX 0.0000 -0.0060 0.0007 -0.0049
(0.00) (-0.23) (0.01) (-0.19)
AUCHG -0.0073 0.0053" -0.0069 0.0052°
(-0.80) (1.71) (-0.76) (1.66)
Constant -0.0295 -0.0108 0.0213 -0.0176
(-0.04) (-0.07) (0.03) (-0.11)
Firm FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
N 494 5246 494 5246
R’ 0.115 0.050 0.120 0.055
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ADA ADA
M (2) (3) 4)
Cl=1 Cl=0 Cl=1 Cl=0
IL_INDV x POST -0.0216™ -0.0102
(-3.42) (-1.50)
IL_TEAM x POST -0.0286" -0.0191
(-4.97) (-1.01)
SIZE 0.0048 -0.0067 0.0051 -0.0065
(0.59) (-0.74) (0.63) (-0.73)
LEV 0.0168" 0.0003 0.0160" 0.0002
(3.15) (0.05) (3.01) (0.04)
GROWTH 0.0302" 0.0245" 0.0292" 0.0239"
(3.90) (3.03) (3.80) (2.95)
CFO -0.1219" -0.0674 -0.1181* -0.0695
(-2.45) (-1.31) (-2.39) (-135)
AGE -0.0012 0.0019 -0.0009 0.0016
(-0.13) (0.19) (-0.09) (0.16)
LOSS 0.0311°" 0.0366™" 0.0311° 0.0364™
(3.66) (4.56) (3.67) (4.53)
INDIR -0.0156 0.0336 -0.0239 0.0310
(-0.23) (0.38) (-0.35) (0.35)
DUALITY 0.0008 0.0006 0.0013 0.0000
(0.08) (0.06) (0.15) (0.00)
COMPLEX 0.0040 -0.0002 0.0062 -0.0002
(0.09) (-0.01) (0.14) (-0.00)
Big4 -0.0043 0.0019 -0.0071 0.0034
(-0.11) (0.05) (-0.20) (0.09)
AUCHG 0.0029 0.0097* 0.0028 0.0095"
(0.71) (2.08) (0.71) (2.05)
Constant -0.0394 0.1859 -0.0468 0.1882
(-0.17) (0.77) (-0.21) (0.78)
Firm FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
N 2 884 2856 2884 2856
R’ 0.067 0.037 0.073 0.040
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#*8 ETHItREREMEEA XM EERE

opP ARA
M (3) (4)
IL_INDV x POST 0.0305" -0.0185™
(3.97) (-2.60)
IL_TEAM x POST 0.0344™ -0.0153"
(4.78) (-2.29)
SIZE -0.0430"" -0.0435™ -0.0058 -0.0055
(-5.32) (-5.38) (-0.78) (-0.73)
LEV 0.0155" 0.0162" 0.0054 0.0049
(2.64) (2.77) (1.00) (0.91)
GROWTH -0.0375" -0.0362" 0.0274" 0.0267
(-4.49) (-4.33) (3.54) (3.45)
CFO 0.0964" 0.0951" -0.0821" -0.0809"
(1.86) (1.84) (-1.71) (-1.68)
AGE -0.0032 -0.0038 0.0115 0.0119
(-0.30) (-0.35) (1.16) (1.21)
LOSS 0.0942" 0.0945" 0.0541" 0.0541°
(11.28) (11.33) (7.00) (6.99)
INDIR -0.0944 -0.0880 0.1751" 0.1726™
(-1.07) (-1.00) (2.14) (2.11)
DUALITY 0.0010 0.0010 -0.0055 -0.0054
(0.09) (0.09) (-0.58) (-0.57)
COMPLEX -0.0208 -0.0228 -0.0262 -0.0248
(-0.56) (-0.62) (-0.76) (-0.72)
Big4 0.0401 0.0420 -0.0526' -0.0531"
(1.37) (1.43) (-1.93) (-1.95)
AUCHG -0.0002 -0.0001 0.0025 0.0025
(-0.04) (-0.03) (0.55) (0.55)
Constant 1.0490"* 1.0651" -0.0999 -0.1117
(4.35) (4.42) (-0.45) (-0.50)
Firm FE Yes Yes Yes
Year FE Yes Yes Yes
N 5740 5740 5740 5740
R’ 0.059 0.060 0.019 0.019
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ADA ADA
M (2)
IL_INDV x POST -0.0214™
(-2.26)
IL_TEAM x POST -0.0399™
(-2.91)
SIZE 0.0014 -0.0087
(0.13) (-0.56)
LEV 0.0703" 0.1423"
(2.14) (3.33)
GROWTH 0.0330"" 0.0323""
(3.36) (2.61)
CFO -0.1239" -0.0707
(-1.87) (-0.86)
AGE 0.0067 -0.0276
(0.52) (-1.43)
LOSS 0.0193" 0.0207"
(1.81) (1.66)
INDIR -0.0738 -0.1495
(-0.62) (-0.89)
DUALITY 0.0118 0.0193
(0.83) (0.95)
COMPLEX -0.0082 -0.0759
(-0.15) (-1.14)
Big4 0.0946" 0.0883
(1.91) (1.10)
AUCHG 0.0116" 0.0123
(1.88) (1.53)
Constant -0.1126 0.5646
(-0.38) (1.21)
Firm FE Yes Yes
Year FE Yes Yes
N 1368 1608
R’ 0.043 0.065
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Does Non-Punitive Regulation Affect Audit Quality?

Evidence from Comment Letter on Annual Report

WANG Yan-yan, XIE Jing-yi, WANG Di

Abstract: The annual report comment letter is an important way of non-punitive supervision.
Many inquired questions involve audit issues that require replies from auditors. Using a hand
collected sample of listed companies on Shanghai and Shenzhen stock markets from 2014 to
2017, this paper investigates the influence of the annual report comment letter on audit quality
using the DID model. The results show that: (1) The audit quality of the auditors who are inquired
improves significantly after receiving comment letter. (2) The audit quality of the peer auditors in
the same team also improves significantly after his/her peers client receives comment letter, which
implies the spillover effect of comment letter within the audit team. (3) The above improvements
in audit quality are more significant when involving a large number of questions, and requiring
auditors to provide special verification opinions. Overall, the results show that the comment letters
can improve the audit quality of auditors and auditors’ teams, and help to improve the external
governance and assurance role of auditing in China.

Key words: comment letter ; audit quality ; spillover effect
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