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Abstract

The aim of Public Oversight Bodies (POBs) is to improve firms’ audit quality through inspections of audit
engagements. Nonetheless, the effectiveness of specific actions of POBs is yet to be documented in the literature.
By using a hand-collected data on the framework of POB inspection framework from all the European countries
and by questioning an amount of 80 professionals from the Chamber of Financial Auditors from Romania (CAFR),
we are able to provide novel evidence that a smoothed framework of POB inspection can influence the
appearance of ethical dilemmas in auditing. Specifically, after analyzing the general frame of the European POBs
and the personal beliefs of the questioned auditors concerning POB impact on audit quality, we find that the
setting of national POBs differs in time and the unsmoothed frame of POB inspections varies from country to
country even if there are some recommendations developed by the European Directive 2014/56/EU and the
Regulation 537/2014. Overall, this research documents that the uniform disclosure of annual reports augments
the morality in auditing that makes the law possible.
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1. Introduction

Over the last decade, the quality of audit services has been debated due to the high number of economic
frauds, and a significant number of countries has agreed to set up an independent supervisory authority to verify
the national audit profession. Starting with 2002, the ,Public Company Accounting Reform and Investor
Protection Act” has changed significantly the audit regulation by replacing audit self-regulation with audit
independent public oversight. In the US, the Public Company Accounting Oversight Board (PCOAB) was the basis
of independent public oversight, being a model for other POBs and performing independent inspections for
entities (Harris, 2010). The key reform — The 2002 Sarbanes-Oxley Act (SOX) - aimed at increasing the
transparency of financial statements and audit quality through the surveillance of POBs. POBs were expected to
augment the independence of audit profession in audit regulatory functions. In the same year, International
Forum of Independent Audit Regulators (IFIAR) was established to consolidate the audit environment in
cooperation with regulatory activities. In the EU, the Eight Directive 2006/43/EC of the European Parliament and
the European Council, on statutory audits of annual accounts and consolidated accounts, require independent
oversight over financial reporting under IFRS (International Financial Reporting Standards).

As far as the field of auditing is concerned, the financial collapses determined the appearance of a human
consciousness control key that had to be reset by the human being in order to regain, once again, confidence in
the audited financial statements that were often consistently defrauded. At present, no improvement is visible,
even after the introduction of the concept of ethics in the field of auditing. Moral behavior does not simply follow
legal and professional rules, being a state of mind, following unwritten principles, referring to the culture of doing
the right thing. Many thinkers have attributed a link between moral judgment and motivation. The only plausible
explanation would be that motivation is perceived as a motivational state. In this context, morality appears a
salvage in auditing taking into account the the responses of the 80 questioned auditors from the CAFR.

Based on a sample of all the European POB authorities, from every European POB starting date to 2023, we
outline a number of new results to the specialized literature, by analysing the importance of disclosing the annual
reports of POBs on the appearance of some ethical dilemmas. At the same time, by questioning an amount of 80
professionals from the CAFR, we are able to provide novel evidence that a smoothed framework of POB
inspection can influence the appearance of ethical dilemmas in auditing and that the morality appears to impact
the role of POB disclosures.
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This paper is organised as follows. Section Il provides relevant information about the background and the
actual context of POB inspections and ethical dilemmas. Also, the present Section gather some useful information
from 80 auditors about the role of morality in auditing. In Section Ill, we gather information about the analysed
date. Section IV comprises the results and Section V encloses conclusions and personal implications.

2. Literature review

POBs identify and enhance the existence deficiencies in audit quality by monitoring and promoting the
independence of audit services and influencing the behaviour of audit firms. Although the prior research
examines the inspection regime of PCAOBs, the effect of disclosing and inspection characteristics on audit quality
is not yet elaborated. Besides the specialized literature is more concentrated on PCAOB than on national POBs.

The implementation of the inspections program by POBs represents the key reform which has improved
the relationship between financial audit under ISA and financial reporting under IFRS. There are also critics who
are questioned the expertise and the adequacy of inspections by POBs (Lennox and Pittman, 2010%; DeFond,
20107; Church and Shefchik, 20123; Peecher et al., 2013*%). Despite all the discussions, the introduction of POB is
one of the main reforms aimed at improving audit quality (Kieso et al., 2020). Concerning the impact of PCAOB,
the emerging literature (Lennox and Pittman, 2010; Carcello et al., 2011%; Gunny and Zhang, 2013°; DeFond and
Lennox, 2017; Khrisnan et al., 2017; Johnson and So, 20187; Khurana et al., 20218) argues that its effect on audit
quality remains a consistent empirical question. Most specialized studies that analyze the effects of POB
inspections focus on the US PCAOB authority. Lamoreux (2016) shows the direct effects of PCAOB inspectors of
the US companies on audit quality as measured by less earning management and more reported material
weaknesses with higher predilection to issue going concern overview. There is little evidence on the impact of
POBs on audit quality, regarding the European countries. As an example, Carson et al. (2017) find a positive effect
of POBs’ inspections on the quality of auditing. However, there is no systematic documentation concerning the
effect of inspections commence, inspection characteristics and disclosing the results of national inspections.

Despite the real benefits of POBs, the public oversight of the auditing profession is still the subject of
skepticism (Church and Shehchik, 2012; Westermann et al., 2019°) for the limited expertise and insufficient
transparency of procedures (Glover et al.,, 2009%°). More, the inspection program is claimed being largely
ineffective (Johnson and So, 2018) and non-representative for the entire client portfolio (Peecher et al., 2013).
Certainly, the uncontested advantages of public oversight argue the further academic research on this subject.
Early studies ensure descriptive evidence on the effects of PCAOB inspections and audit quality. Lamoreaux
(2016) argues the positive association between PCAOB inspections and audit quality measured by less earnings
management and more reported material weaknesses. Krishnan et al. (2017) find that PCAOB inspections are
associated with lower abnormal accruals in the post-inspection period. Specialized literature (Fung et al., 2017%;
Aobdia and Shorff, 2017%2) attest the previous findings related to the association between PCAOB inspections
and audit quality.
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Concerning the public oversight of the European countries, there is very little written about the effect of
POBs on audit quality. Some exceptions (van Opijnen et al., 2016'3%; Carson et al., 2017**) documents the public
oversight of the audit regulation in the context of audit quality and auditor independence. In the same context,
Hanlon and Shroff (2020) document about the number and frequency of inspections by POBs influence the
inspection feedback of the analysed auditors. Florou and Shuai (2020) find that the audit costs grow for clients
of inspected auditors if the national inspections are independent, rigorous and complex. Carson et al. (2017)
shows that inspection commence and the inspection characteristics increase the audit quality and its effect is
more pronounced for clients of Big 4 auditors who become subject to national inspections, than for clients of
non-Big 4 auditors. Psychologically, human being pays more attention in case of supervision. In case of audit
deficiencies, the enforcement process or sanctions imposed by national POBs can influence the level of audit
quality (Carson et al., 2017; Florou and Shuai, 2020). Disclosing the detected shortcoming to audit firms, the
auditors can learn from the received feedback. In this vein, other audit firms can improve audit quality by not
repeating the same errors as the detected audit firms. The level of motivation, for the audit firms inspected by
national POBs, is higher in order to improve the quality control system and the periodic inspections can provide
incentives for auditors. The specified literature related to PCAOB attests the role of public oversight into audit
quality (Khurana et al., 2021).

Concerning the field of morality, the etymology of the word moral, it also comes from the Greek moralitas
and means character, appropriate behavior or manners. Therefore, moral behavior in auditing must be a state
of mind, and not ethics applied out of obligation or a technique difficult to implement in terms of substance, not
its form. Like the well-known philosopher Vladimir Jankelevitch (1903-1985), we clamor for morality at a time
when it is only fashionable to persiff it. Bergson Jankelevitch centered all his moral philosophy courses, which he
held for more than 20 years at the University of Brussels, on the apothegm you must not say, you must do.
Immanuel Kant state that we should not expect a good constitution because those who make it are moral people.
Rather, because of a good constitution we can expect a society composed of moral people. In this vein, W.H.
Auden attests that the law is neither wrong nor right. But the recognition that the internal morality of law can
support and give effect to a wide variety of substantive goals should not mislead us into thinking that any
substantive goal can be adopted without compromising legality. Mill argued that , physical force in the form of
legal sanctions” should not in itself be useful as a direct instrument for the betterment of the citizen. The law
has often been used as an instrument of legislative omnipotence. With all its subtleties, the question of
interpretation occupies a sensitive, central position in the internal morality of law. It reveals, as no other issue
can, the cooperative nature of the task of maintaining legality. Unlike morality, law cannot be self-imposed; it
must come from a higher authority.

3. Experimental

The experimental part is split in two equal parts, as following: (i) analysing the situation of POB annual
reports of the all European countries and (ii) gathering some personal beliefs of a sample formed by 80 auditors
from CAFR concerning the actual situation of POB annual reports.

(i) analysing the situation of POB annual reports of the all European countries

Based on a sample of all the European countries, we analyse the disclosure of the annual report form the
POB starting date to 2023. Table 1 outlines a number of 27 countries where we gather some information about
the full name of every national POB keeping the source of all the information at the last column of the present
table. Further, we include note the official act of the audit oversight arrangement and the POB starting date. In
this context, we want to mention that we tried to establish a connection between the earliest date of starting
the POB activity and the disclosure of the annual report in any language available, but we fail to discover such
link. Also, we identify for every analysed country the POB annual report in English (EN) or at least in the national
language.

3 M. van Opijnen, Audit quality in a regulatory context: empirical studies on public oversight, auditor independence, and audit quality
indicators, 2016.

14 E. Carson, R. Simnett, U. Thuerheimer, A. Vanstraelen, The effect of national inspection regimes on audit quality, 2017, at
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3049828.
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At the next Section we will discuss the results of the study some own representation using Excel. However,
the relationship between the disclosure of POB annual report and ethical dilemmas can be further studied
through an empirical work and thus pave the way for another research.

Table 1: The disclosure of the annual report by country from the POB starting date to 2023

Commissariat aux
Comptes France
(H3C)

Law of 2003

EU countries POB Name Audit Oversight POB POB POB Annual Site
Arrangements Starting Annual report -
date report EN national
language-
Austria Austrian Auditing The Austrian Auditor | 2016 No Yes 2017-2022 |https://www.apab.gv.at/
Oversight Authority Oversight Act of 2016
AAOA/APAB
Belgium Belgium Audit The Audit Act of 2016 | 2016 No Yes 2017-2022 |https://www.fsma.be/en/
Oversight College belgian-audit-oversight-
(BAOC) college
Bulgaria Commission for The Independent 2008 Yes 2008- |ldon’tknow  |http://www.cposa.bg/en/
Public Oversight of Financial Audit Act of 2016
Statutory Auditors 2008
(CPOSA)
Croatia Ministry of Finance of | The Audit Act of 2017 | 2017 No No http.//www.mfin.hr/en/
the Republic of
Croatia
Republic of Cyprus Public Audit The Auditors Law of | 2017 No No http.//www.cypaob.gov.cy/
Cyprus Oversight Board 2017 Imof/ede/ede.nsf/index_gr/
(CyPAOA) index_gr?opendocument
Czech Republic | Public Audit The Act of Auditors 2009 Yes 2009- | Yes 2009-2022 |https://www.rvda.cz/
Oversight Board no. 93/2009 as 2021
amended in 2016
Denmark Danish Business The Danish Act on I don’t No I don’t know https://danishbusiness
Authority (DBA) and | Approved Auditors know authority.dk/
Danish Financial and Audit Firms no.
Supervisory Authority | 1286/2018
(DFSA)
Estonia Auditing Activities The Estonian Auditors | | don’t No Idon’t know |https://ajn.ee/et
Oversight Council Activities Act of 2010 | know
(AAOC)
Finland Finnish Patent and The Auditing Act 2016 No Idon’t know  |https://www.prh.fi/en/
Registration Office: 1141/2015 index.html
Audit Oversight Unit
(AOU)
France Haut Conseil du The Financial Security [ 2003 No Yes 2004-2022 |http.//www.h3c.org/

accueil.htm
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Germany Auditor Oversight Auditor Oversight 2016 I don’t Yes 2017-2022 |https://www.apasbafa.
Body (AOB) Reform Act of 2016 know bund.de/APAS/DE/Home/
lhome_node.html
Greece Hellenic Accounting | The Law 3148/2003 I don’t Yes 2015, | Yes 2015-2022 |https://elte.org.gr/en/
and Auditing amended by the Law | know 2021 annual-reports/
Standards Oversight | 4449/2017 - auditing
Board (ELTE) standards;
Law 4336/2016 -
mandatory audit;
Hungary Auditors’Public The Act LXXV of 2007 | 2013 No Idon’t know  |https://kormany.hu/
Oversight Authority- | on the Chamber of
Ministry for National | Hungarian Auditors,
Economy of Hungary | the Activities of
Auditors, and on the
Public Oversight of
Auditors
Ireland Irish Auditing and The Company Act of | 2006 2006-2022 |l don’t know |https://iaasa.ie/
Accounting 2014 (as amended loublications/2022-annual-
Supervisory Authority | 2018) and the report/
(IAASA) Statutory Instrument
no. 360/2017
Italy Commissione The Legislative | don’t 1998-2022 | 1998-2022 https://www.consob.it/
Nazionale per le Decree no. 39/2010 know
Societa et la Borsa and Legislative
(CONSOB) and the Decree no. 58/1998
Ministry of Economy
and Finance (MEF)
Latvia Commercial The Law on Audit | don’t No | don’t know https://www.fm.gov.lv/en/
Companies Audit Services of 2019 know auditing
Policy and Oversight | formerly known as
Unit; Ministry of The Law on Sworn
Finance of Latvia Auditors of 2004
Lithuania The Authority of The Audit Law of I don’t No Idon’t know  |http://www.bankrotodep.It/
Audit, Accounting, 96/2017 know en/Home/
Property Valuation
and Insolvency
Management
(AAAPVIM),
Luxembourg The Commission de The Audit Law of 1998 Yes 2007- | Yes 2001-2004; |https://www.cssf.lu/en/
Surveillance du Sector | 2016 2022 2007-2022
Financier (CSSF)
Malta Accountancy Board - | The Accountancy I don’t Yes 2007- | Yes 2007-2022 |https://splashpage.gov.mt/
Quality Assurance Profession Act 1979 know 2022 ?secure3.gov.mt/
Unit (QAU) accountancyboard/
Netherlands The Authority for The Audit Firms 2002 2015-2022 | Yes 1997-2022 |https://www.afm.nl/en/
Financial Market Supervision Act of lsector
(AFM) 2006
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Poland Polish Audit Oversight | The 2017 Act on I don’t No Idon’tknow  |https://pana.gov.pl/
Agency (PANA) Statutory Auditors know
Portugal Comissdo do The Law No. 1991 Yes 2009- | I don’t know https://www.cmvm.pt/pt/
Mercado de Valores 148/2015 updated by 2015; 2021 Pages/home.aspx
Mobiliarios - CMVM Law No. 99-A/2021
Romania The Statutory Audit The Law 162/2017 on | I don’t No 2022 https.//www.aspaas.gov.ro/
Public Oversight Statutory Audit of know
Authority (ASPAAS) Annual Financial
Statements and
Annual Consolidated
Financial Statements
Slovakia The Auditing The Act no. 423/2015 | I don’t No | don’t know https://www.udva.sk/sk/
Oversight Authority on Statutory Audit know urad
(UDVA)
Slovenia The Agency for Public | The Auditing Act of I don’t No Idon’t know  |https://www.anr.si/
Oversight of Auditing | 2008 know
(APOA)
Spain The Instituto de The Law 22/2015 1989 No | don’t know http.//www.icac.meh.es/
Contabilidad y
Auditoria de Cuentas
(ICAC)
Sweden The Swedish The Auditing Act of I don’t No I don’t know https.//www.revisorsnamnd
Inspectorate of 1995 (as amended in | know en.se/rn/index.html
Auditors: 2016)
Revisorsinspektionen
(R1)

Source: Own representation

The information gathered at the level of Table 1 is analysed and comprised at the next Section. All the
necessary information was translated in the native language to have the possibility to understand the way of
disclosing the POB annual reports. Another official sources as European directives and national laws were
consulted to complete the inconclusive information about audit publications. In the case of Romania, only the
annual report for 2022 is available on the official website.

(ii) analysing the personal beliefs of a sample formed by 80 auditors from CAFR concerning the actual
situation of POB annual reports disclosure.

We questioned an amount of 80 auditors from CAFR to understand their personal beliefs about the impact
of POB annual report disclosures in audit quality. All the questioned professionals are part of the Chamber of
Financial Audit from Romania. The questionnaire comprises four questions about general information about age,
gender, net monthly remuneration and the level of education and a series of questions related to the European
POB situation.
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4. Results and discussions

Even if there are some recommendations developed by the European Directive 2014/56/EU and the
Regulation 537/2014, the unsmoothed national POB legislation creates a sort of ethical dilemmas. Ethical
dilemmas can persist when the recommendations of the European POB framework remain the second base for
the EU countries because the national legislation maybe encapsulate another possibility of reporting. In this vein,
we stress the importance of the disclosure of POB annual report in any language on the appearance of some
ethical dilemmas which are often materialised into an increased number of financial collapses.

As we mention at the previous Section, in the first part we will stress only to the importance of disclosing
the POB annual report and the appearance of a sort of ethical dilemmas mentioning already that we didn’t find
a link between the POB starting date and POB disclosure. Going further with the results, Table 2 shows some
figures about the disclosure of the annual report in English language (EN) by country from the POB starting date
to 2023.

Table 2: The disclosure of the annual report in English language (EN) by country from the POB starting date

to 2023

No. of UE countries POB Annual Report EN
18 No
9 Yes

Source: Own representation

So, only 9 countries from the total number of the analysed countries are disclosing the POB annual report
in English as it is better observable at Figure 1. In other words, 67% of countries choose not reporting the annual
and 33% of the sample consider important this exposure.

Figure 1: The number of UE countries and the disclosure of the POB annual report in EN, from the POB
starting date to 2023

Source: Own representation

Table 3 shows some figures about the disclosure of the annual report in in the native language by country
from the POB starting date to 2023. Here, the percentage of disclosing is higher obviously taking into
consideration that it is not enough paid attention to all the external and internal users of financial information.
Here, it is observable already some unevenness concerning the national legislation which could create some
ethical dilemmas. At the level of this Table, there are three types of possibilities as ,No”, ,I don’t know” and
,Yes”. Taking into consideration the difficulties encountered in the translation of the national POB sites, we opted
for the answer ,,| don’t know” when we couldn’t translate the full content of information. In this vein, for 14
countries, we couldn’t manage to find proper information.
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Table 3: The disclosure of the annual report in English language (EN) by country from the POB starting date

to 2023
No. of UE countries POB Annual Report in the national language
14 I don’t know
2 No
11 Yes

Source: Own representation

Figure 2 highlights the percentages of number of UE countries and the disclosure of POB annual report in
the national language, from the POB starting date to 2023. In this case, 7% represents the percentage of countries
which don’t make available this information, 41% for the countries which disclose the annual report and the rest
of 52% is taken by the countries with inconclusive information because of the native language of the official sites.

Figure 2: The number of UE countries and the disclosure of POB annual report in the national language, from
the POB starting date to 2023

Source: Own representation

Concerning the second part of the present Section, we present below the results of the questionnaire. Most
of the questioned auditors are full time auditors (93,8%) and some of them are also part of some other
professions. The majority of the people who accepted to answer to our questions are females with a ratio of
55%. About the age, the majority has the age between 30-60 years old (66,3%) and they have a management
function (81,3%). Concerning the monthly remuneration, a percentage of 48,8% has a salary between 5,000 RON
and 10,000 RON, 41,2% has a salary more than 10,000 RON and only 10% has a salary less than 5,000 RON. The
questionnaire ends with a branch of specific questions related to the POB annual reports disclosures.

Table 3: The first specific question from CAFR questionnaire

Do you think that the uniform compliance of EU countries with minimum European requirements regarding
the disclosure of the annual activity of POBs and the results of their inspections will keep the interpretation
of national legislation in check? Total

Yes 56

No 24

Source: Own representation

Table 3 comprises the results of the first specific question of the CAFR questionnaire ,,Do you think that the
uniform compliance of EU countries with minimum European requirements regarding the disclosure of the
annual activity of POBs and the results of their inspections will keep the interpretation of national legislation in
check?”. The results attests that 56 out of 80 respondents consider that the interpretation of national legislation
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is kept in check due to the uniform compliance of the EU countries with the minimum European requirements
regarding the disclosure of the annual activity of POBs and the results of their inspections.

Figure 3: The graphical representation of the first specific question related to the CAFR questionnaire

Do you think that the uniform compliance of EU countries with minimum
European requirements regarding the disclosure of the annual activity of
POBs and the results of their inspections will keep the interpretation of
national legislation in check?

60
40 56
20
24
0
yes no

Source: Own representation

Figure 3 emphasizes the graphical representation of the results exposed above where we can observe that
the majority (70%) of the respondents’ states for a uniform compliance of the EU countries with the minimum
European requirements regarding the disclosure of the annual POB activity. In this vein, we shall say that an
interpretative judicial framework can abolish the level of morality of auditors because the law can extensively be
interpreted.

Table 4: The second specific question from CAFR questionnaire

Does the standardization of the POB inspection plan across EU countries increase the quality of
audit services over time? Total
yes 59
no 21

Source: Own representation

Table 4 comprises the results of the second specific question of the CAFR questionnaire ,Does the
standardization of the POB inspection plan across EU countries increase the quality of audit services over time?”.
The results shows that the majority of auditors (59 out of 80) believes that a POB standardised plan across the
EU countries can increase in time the quality of audit services.

Figure 4: The graphical representation of the second specific question related to the CAFR questionnaire

Does the standardization of the POB inspection plan across EU
countries increase the quality of audit services over time?

80
60
59
40
20
21
0
yes no

Source: Own representation
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Figure 4 write down the graphical representation of the results and it emphasizes that a percentage of
73,75% is pro a standardisation of POB inspections. We consider that law project de lege ferenda can increase
the chances for some changes in time concerning to the all European POBs.

Table 5: The 3" specific question from CAFR questionnaire

Do you think that the full and the timely publication/disclosure of the POB inspection report
increases the effectiveness of the work of the POB authorities? Total
yes 59
no 21

Source: Own representation

Table 5 comprises the results of the third specific question of the CAFR questionnaire ,,Do you think that
the full and the timely publication/disclosure of the POB inspection report increases the effectiveness of the
work of the POB authorities?”. The results suggest that the most of the questioned auditors (59 out of 80)
consider an important characteristic of POB inspections being full and in a timely manner disclosed. The reality
contests the personal beliefs of our sample because there are some recommendations in the European Directive
and only some countries from EU appears to take into consideration these legislative texts.

Figure 5: The graphical representation of the 3™ specific question related to the CAFR questionnaire

Do you think that the full and the timely publication/disclosure of the POB
inspection report increases the effectiveness of the work of the POB
authorities?

80
60
40 =
20 -
0
yes no

Source: Own representation

Again, Figure 5 concerns to emphasize that the full and timely disclosure of the POB inspection report shall
increase the effectiveness of POB inspections.

Table 6: The 4" specific question from CAFR questionnaire

Can extending the POB inspection process by examining audit firm policies, processes, structures and
culture increase the quality of audit services over time? Total
yes 65
no 15

Source: Own representation

Table 6 comprises the results of the third specific question of the CAFR questionnaire ,,Can extending the
POB inspection process by examining audit firm policies, processes, structures and culture increase the quality
of audit services over time?”. In our sample, 65 out of 80 auditors consider that examining the audit firm policies,
processes, structures and culture, the audit quality shall increase in time.
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Figure 6: The graphical representation of the 4™ specific question related to the CAFR questionnaire

Can extending the POB inspection process by examining audit firm policies,
processes, structures and culture increase the quality of audit services over

time?
100
65
50
15
0
yes no

Source: Own representation

Figure 6 shows that 81,25% of the total sample say that examining audit firm policies, processes, structures
and the culture increase the quality of audit services over time. Back to our theoretical and legislative framework
(the European Directive 2014/56/EU and the Regulation 537/2014), even if there are some recommendations in
this vein, most of the countries doesn’t put accent on this topic.

We state that the efforts of the CEAOB (Committee of European Auditing Oversight Bodies) is immense in
order to manage the POB framework but the unsmoothed national POBs’ framework augment the number of
ethical dilemmas. Even if there is some European legislation (the European Directive 2014/56/EU and the
Regulation 537/2014), the national legislations encourage every national behaviour regarding the disclosure of
the POB annual reports which can be the key of the appearance to some new ethical dilemmas.

5. Conclusions

This paper brings multiple contributions to the emerging literature, by providing novel evidence on the
importance of disclosing the POB annual reports. We stress the importance of the disclosure of POB annual
report in any language on the appearance of some ethical dilemmas which are often materialised into an
increased number of financial collapses. Also, we want to mention that we tried to established a connection
between the earliest date of starting the POB activity and the disclosure of the annual report in any language
available, but we fail to discover such link. Specifically, after analyzing the general frame of the European POBs,
we find that the setting of national POBs differs in time and the unsmoothed frame of POB inspections varies
from country to country even if there are some recommendations developed by the European Directive
2014/56/EU and the Regulation 537/2014. The harmonization of the POB annual reports represents the main
clue in order to decrease the number of ethical dilemmas. Overall, the scope of national inspections it appears
to be unaccomplished in some countries due to the unstandardized annual reports by POBs.

References

= Aobdia, D., Shroff, N., Regulatory oversight and auditor market share, in Journal of Accounting and Economics,
2017, 63(2): 262-287;

. Carcello, J.V., Hermanson, D.R., Ye, Z., Corporate governance research in accounting and auditing: Insights, practice
implications, and future research directions, Auditing: A Journal of Practice & Theory, 2011, 30(3): 1-31;

- Carson, E., Simnett, R., Thuerheimer, U., Vanstraelen, A., The effect of national inspection regimes on audit quality,
2017, at https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3049828;

. Church, B.K., Shefchik, L.B., PCAOB inspections and large accounting firms, Accounting Horizons, 2012, 26(1): 43-
63;

=  DeFond, M.L,, Earnings quality research: Advances, challenges and future research, in Journal of Accounting and
Economics, 2010, 50(2): 402-409;

. DeFond, M.L., Lennox, C.S., Do PCAOB inspections improve the quality of internal control audits?, in Journal of
Accounting Research, 2017, 55(3): 591-627;

=  Florou, A., Morricone, S., Pope, P.F., Proactive financial reporting enforcement: Audit fees and financial reporting
quality effects, The Accounting Review, 2020, 95(2): 167-197;

. Fung, Y.C., Tong, P., Chen, X., Classical and computational solid mechanics, World Scientific Publishing Company,
2017;



632

Challenges of the Knowledge Society. Administrative and Political Sciences

Glover, S.M., Prawitt, D.F., Taylor, M.H., Audit standard setting and inspection for US public companies: A critical
assessment and recommendations for fundamental change, Accounting Horizons, 2009, 23(2): 221-237;

Gunny, K.A., Zhang, T.C., PCAOB inspection reports and audit quality, in Journal of Accounting and Public Policy,
2013, 32(2): 136-160;

Hanlon, M., Shroff, N., Insights into Auditor Public Oversight Boards: Whether, How, and Why they'Work'. How, and
Why they'Work', 2020, available at https://papers.ssrn.com/sol3/Papers.cfm?abstract_id=3527584;

Johnson, T.L., So, E.C., A simple multimarket measure of information asymmetry, Management Science, 2018, 64(3):
1055-1080;

Khurana, I.K., Lundstrom, N.G., Raman, K.K., PCAOB Inspections and the Differential Audit Quality Effect for Big 4
and Non-Big 4 US Auditors, Contemporary Accounting Research, 2021, 38(1), 376-411;

Krishnan, J., Krishnan, J., Song, H., PCAOB international inspections and audit quality, The Accounting Review, 2017,
92(5), 143-166;

Lamoreaux P.T., Does PCAOB inspection access improve audit quality? An examination of foreign firms listed in the
United States, in Journal of Accounting and Economics 2016, 61: 313-337;

Lennox, C., Pittman, J., Auditing the auditors: Evidence on the recent reforms to the external monitoring of audit
firms, in Journal of Accounting and Economics, 2010, 49(1-2), 84-103;

Peecher, M.E., Solomon, ., Trotman, K.T., An accountability framework for financial statement auditors and related
research questions, Accounting, Organizations and Society, 2013, 38(8): 596-620;

van Opijnen, M., Audit quality in a regulatory context: empirical studies on public oversight, auditor independence,
and audit quality indicators, 2016;

Westermann, K.D., Cohen, J., Trompeter, G., PCAOB inspections: Public accounting firms on trial, Contemporary
Accounting Research, 2019, 36(2): 694-731.



