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Abstract

The purpose of this study is to identify the determinants of audit opinion.We have examined financial statements, and anditor's opinion
to particularly note which companies received a qualified/ modified opinion contrary to those who had received an ungualified/ nnmodified
opinion. The data was taken from a sample of the 11 listed banks in Tunisia during the critical era of covid from 2018 to 2021. The
results in this report indicate that andit quality has an effect on qualified opinion, meaning if a company is audited by a BIG4 company,
it's more likely to receive a qualified audit opinion. CSR also influences andit opinion.
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Introduction

Audit opinion is a statement given by an auditor regarding the accuracy and completeness of a certain
firm’s financial statements which are then made for the public’s disposal in the annual reports of the said
company. There are two main types of audit opinion: an unqualified and a qualified opinion. The
unqualified opinion indicates that the auditor has found no significant issue with the financial statements,
while a qualified opinion indicates that there are some issues that need addressing. A key difference
between the two opinions is of their significant impact on the stakeholders. An unqualified opinion
provides assurance to investors, lenders and other holders that the financial statements atre reliable and
accurate. On the other hand, a qualified opinion can raise many concerns among these parties about the
accuracy of the firm’s financial situation. The level of details is also of a significant difference between the
two main opinions; an unqualified opinion provides a broad overview of the financial statements, while a
qualified opinion provides more detailed information about specific issues that need to be addressed.

Many researchers have been conducted that shows a strong correlation between audit opinion and earning
management. Companies with a clean audit opinion are less likely to engage in earning management
practices, although qualified or adverse opinions are more likely to do so, this is a result of such companies
having greater accountability and transparency which reduces their incentive to manipulate their earnings.
Earning management is a practice that involves manipulating financial reports to achieve desired results to
meet earnings targets or to present a more favorable financial picture to appeal to investors and interested
parties. Certainly, it is unethical and even illegal such as the example in some prevalent cases of bankruptcy
in the last couple of decades. The risk associated are too great including legal and reputational damage, but
still to effectively manage earnings, companies must have a deep understanding of accounting principles
(GAAP) and financial reporting requirements, it's a must to have a strong internal control in place to
prevent fraudulent activity, managers are encouraged to be mindful of auditors and present them accurate
information as the opinion they state should be in accordance with their own criteria so all parties involved
could guarantee their own legal safety.
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The relationship between managers and auditors is very detrimental; a company should offer greater
liability and limpidity which should reduce any incentive to manipulate any earnings.

Auditors should also make sure that such attempts are detected and noted. In
retrospect, their relationship is very intertwined and woven.

It is worthy of noting that not all companies with qualified or adverse opinion do engage in earning
management. Some of them may indeed have authentic issues with their financial statements that require
a much thorough investigation by auditors.

Another great influence on audit opinion is corporate social responsibility (CSR) which has become
increasingly vital and momentous throughout the last few years.

CSR refers to a firm’s commitment in operating in an ethical and endurable manner, taking into
consideration the impact of its operations on society and the environment.

Audit opinion and CSR share a distinct connection; companies who prioritize CSR are more likely to have
a clean financial reporting. Companies that engage in non-sustainable and intolerable practices are highly
likely to be involved in fraudulent and misleading financial reporting.

Further intertwining these three elements together proves that such elements internally in a company do
connect to each other in a more deep and peculiar manner.

Evidently, it pressures auditors to increase their attention to an even non-financial factor such as CSR when
conducting audits. Especially since these factors can influence a company’s long-term success and its appeal
to outside partners.

In conclusion, the link between audit opinion, earning management and CSR is closely tied to each other.
A company should strive to appeal to public figures by engaging in non-financial factors such as CSR,
enhancing their charm to a wider audience and keeping a close miniaturization over what they tend to
manipulate before having an auditot’s review and opinion.

The aim of this research is to prove the close and critical correlation these three factors have on each other
and what factors precisely tend to determine or influence an auditor’s opinion in the 11 listed banks in
Tunisia the pivotal era of covid (2018-2021). We should precise that collecting data on CSR and audit
opinion or on earning management is very difficult especially in Tunisia where the banking sector is
considered strong and well protected and information’s aren’t’ easy to collect.

Ultimately, both audit opinion and earning management serve an important role in enhancing a company’s
reputation and the low risk it should tend to fall on to escape any unethical acts, appealing to all variety of
external parties it’s connected to with non-pecuniary elements such as CSR, ensuring a long-term survival
and prosperity for the company.

Literature Review and Hypothesis Development

The link between audit opinion, earning management and corporate social responsibility was discussed by
multiple authors. Subdivided into three parts. The first one shall explore audit opinion and its determinants,
whilst the second will be for the development of hypotheses, and the last part will examine the
methodology.

Audit Opinion Determinants

As previously noted audit opinion is an auditor’s assessment of financial statements, whether they are
presented equitably and in accordance with generally accepted accounting principles (GAAP) as a critetion
to follow.
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Two main types that hover over these statements; an unqualified/unmodified and qualified/modified
opinion, adverse and disclaimer opinion are also worthy of note, but they are only made when there’s a
serious material misstatement and pervasive or auditors were not able to access the information they

typically need.

The audit opinion is essential because it provides certitude for all external parties that the financial
statements are authentic and exact. Ensuring compliance with GAAP rules and to further help
organizations in areas that need improvement.

This paper investigates the nexus between audit opinion and a couple of internal factors (Earning
management and corporate social responsibility) in issuing primarily a qualified audit opinion during the
grave era of covid (2018-2021) in Tunisian listed banks.

In the past, there were multiple studies by researchers around the world about this profound association,
however the results greatly varied.

Francis and Krishnan (1999) checked the relationship between the probabilities of issuing a modified
opinion with certain levels of earning management using a sample of listed companies in the stock market
in the United States. The results this research has shown is that firms with higher degree of earnings
management are more plausible to get a higher degree of audit opinions with modified specifications.
Furthermore, their findings apply only with auditors belonging to BIG-N auditors. Bradshaw et al. (2001)
have also attested that high accruals have a closely tied kinship with receiving audits of modified opinion.
Through a sample of 173 prominent firms built with modified audit statements, Bratov et al.(2000) have
found that there’s a positive linkage between discretionary accruals (which a representative of earnings
management) and modified opinion. Ajona et al. (2008) have also supported this with an examination of
companies with a high level of risk, mainly those who were on the verge of bankruptcy in Spain.
Coherently with this finding, Omid (2015) proved that qualified audit opinions are significantly associated
with earning management sampling 2818 firm-years of companies in Iran. However, many other studies
showed an inconsequential relationship between audit opinion and earning management. Butler et al.
(2004) researched listed companies on the Athens stock exchange, it was discovered that there's an
insignificant link between earning management and audit opinion. The investigations of Herbohn and
Ragunathan (2008), Jarboui (2021), Gracia-blandon et al. (2014), Rusmanto et al. (2014) and Moazedi and
Khansalar (2016) verified in their research that auditors did not consider the effect of earning
management when forming their audit opinions. As a result, auditors might have been aware that earnings
management might lower upcoming profit but have failed to report so to investors through the issuance
of a modified opinion.

Corporate social responsibility is a concept that has been getting popular lately in a drastic manner. It refers
to how ethical and sensible can a company be committed to its exterior (society and environment) whilst
minimizing its negative impact (Ferrell et al., 1989; Brinkmann and Peattie, 2008), supplementing an
importance that has been recognized by all internal and external partners from employees to investors.

Through audit opinion, companies ensure fulfilling their obligations and addressing their deeds to their
external partners. and auditors make sure that companies are meeting those obligations, assessing and
evaluating whether a company's practices and policies align with what it intended regarding CSR and
pinpointing the fields that needs improvement, so it'll enhance the social or environmental impact it aims
to provide.

Studies have shown the existent positive correlation CSR has on financial performance. Luo
and Bhattacharya (2006) report that CSR contributes positively to a better financial performance and
market value. Pava and Krausz (1996) provided a study that also supported this positive correlation

through examining 21 studies between 1972 and 1992. In sum, certain studies demonstrated a positive
association, others showed no association, and only one study indicated a negative correlation.
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In addition, McWilliams and Siegel (2001) revealed no significant direction between CSR and corporate
performance, further proving that such relation linking CSR and a firm's performance is questionable.

Hess (1999) argued that there's a need to establish an audit system that includes all aspects of a firm's social
petformance and thus adding more into the auditot's job making sure such repotts are transparent and
lucid enough so that their opinion is not in any way influenced.

Hypothesis Development

Throughout the past few decades, many research and articles have come out to prove and debunk many
questions regarding audit opinion, earning management and lately the involvement of corporate social
responsibility, as well as other factors affecting them.

DeAngelo (1981), a pioneer in this field who had examined that audit opinion is related to the size of audit
firm, if the audit quality is increased it will reduce the company’s probability of getting a qualified opinion.
Accordingly, the first hypothesis is developed as follows:

Hi: Audit guality has an effect on qualified opinion.

According to Butar, Kurniasi B. and Sudarsi (2012), company size may be of an influence proving that
large companies will usually get a qualified opinion. Therefore, the second hypothesis is developed as
follows:

Ho: Company size has an effect on getting a gualified opinion.

Typically, earning management is done intentionally within a legal frame for a desired level of profit, as it
is indeed defined as an intervention to obtain personal and specific benefits. If there’s an increase in
earnings management, it will reduce the company’s probability of getting a qualified opinion.

This stream of research that had been conducted over the years assessing the link between earning
management and audits proving the nexus between audit opinion and earning management and factors
such as audit quality, auditor size and other possible elements.

Jarboui (2021) used a sample of listed companies in Tunisia from the period of 2006 to 2013; in this study
they have evaluated the interrelationship between earning management, modified audit opinion and
developed an understanding of the role of audit quality; which was set a moderator variable. Resulting in
a finding that indicated the significance of audit quality as a moderating role. This was previously backed
up by Chung et al. (2005) and Othman and Zeghal (2006) who also mentioned that if company is audited
by good quality auditors, managers are not willing to perform accruals. Many proxies used to assess audit
quality and BIG4 audit firms are one of these proxies (Francies et al.1999).

Gerayli et al. (2011), took a sample of 90 non-financial listed firms in Iran from 2004 to 2009, evidencing
that DA have a negative relationship with auditor’s size when being audited by BIG4 firms, and companies
having a lower level of earnings management. Moreover, it was supported by Inaam et al. (2012) and
Gajevszky (2014) attesting that companies have a high level of DA and were audited by BIG 4 or other
audit experts; tend to receive a modified opinion.

Rusmin (2010) also has further fueled this arguing that earnings management of the companies audited by
one of the BIG 4 audit firms seem to be lower than those of companies audited by non-BIG4 audit firms.

In Malaysia, Johl et al. (2007) expanded the studies on the difference of audit opinions and in particular
with the existence of profit management, showing a disparity in the quality of the BIG5 professionals. This
means that when there's an existence of earnings management, in comparison with non-BIG5 auditors,
the BIG5 auditors likely seem to issue a modified audit opinion.
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Another sample from listed companies in Thailand from 1999 to 2004 by Pornupatham (2000), analyzed
whether the auditors reflect earning management or not. The results showed that BIG-N auditors appear
to be better than non-BIG-N auditors at detecting earnings management and their quality are reflected in
their audit opinion basing this on tests that were performed in each type of audit opinion by assessing the
mean and median value of the accruals - which is a measure of earning management.

From these arguments, this study aims to investigate the relationship between earning management and
modified opinion, asserting which factors precisely deduce a modified opinion. Consequently, the
following hypotheses are formulated as follows;

H;: Earning management has an effect on qualified opinion.
Hy: Firms with high earning management will acquire a qualified andit opinion if they are andited by BIG4.

An auditot's role is obviously crucial; they are responsible for ensuring that financial statements accurately
reflect a company's financial situation.

The knot between audit opinion, earning management and corporate social responsibility is quite intricate.
Harning management refers to manipulating statements to meet specific targets or objectives. CSR, on the
other hand, refers to a company's commitment to ethical mannerisms and their contributions to society
and environment as formerly mentioned. Companies who prioritize the latter may be less likely to engage
in unethical practices presumably leading to a more positive audit opinion. Thus, the following hypothesis
is forged:

Hs: CSR influences andit opinion.
Methodology

Ewmpirical Models

Audit Opinion

Hitherto, it was discussed that the objective of this study is to demonstrate which factors exactly contribute
into altering an auditor’s rapport into giving a qualified opinion. As a result, it is characterized in which
firms have received the latter opinion, compared to a non-qualified opinion. In this sense, the dependent
variable (OPINION) is a dichotomous variable, taking the value of 1 if it’s a qualified opinion and the
value of 0 if it’s the opposite case.

Taking inspiration from multiple resources such as Dopouch et al. (1987), Bell et Tabor(1991), McKeown
et al. (1991), Krishnan et Krishnan (1996), Blacconiere et DeFond(1997), Laitinen et Laitinen (1998),
Reynolds et Francis (2001), Spathis (2003), Doumpos et al.(2005) and Gaganis et Pasiouras (2006) who
were the pioneers in this field of work, outlining the modeling of the audit opinion and identifying its
multiple variables, shaping in that process the basis for several studies and this one as well. Through their
work, a set of indicators for measuring a qualified opinion was established and developed.

Probability of Bankruptcy
Represented in the Z-score formula conducted through the Altman business bankruptcy model; it's a
multivariate formula that measures the financial health of a certain business. A tool designed with the

likelihood that a business may be jeopardized over the course of 2 years.

Multiple studies have proved the effectiveness of Z-score, often accurate in predicting bankruptcy with a
reliability of 72% to 80%.
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Net Return on Equity

Return on equity is a measure of profitability; it measures the funds that a shareholder has entrusted to a
company under the form of venture capital.

Various studies showed that less profitable firms receive more qualified audit opinion; Loebbecke et al.
(1989), Laitinen et Laitinen (1998) and Beasley et al. (1999).

Reduced Ligquidity

Reduced liquidity is a measure of financial health of a certain company, which explains its impact on the
nature of audit opinion received; (Bell and Tabor, 1991 and Spathis, 2003). In view of this, Zopounidis et
al. (2006) were able to present a proof of the existence of a negative and substantial relation between the
probability of receiving a qualified opinion and a low liquidity ratio.

Total Debt

Total debt is a ratio that offers to the possibility of examining an association between external and domestic
financing and to ultimately test the financial soundness of a company. The purpose being that it consists
of realizing the financial autonomy of a company by measuring its degree of dependence on creditors.

This ratio constitutes a main variable in the reserve forecasting model cultivated by Dopouch et al. (1987).
Audit Quality and Enterprise Size:

Researchers have found that there has been an existence of a dependency between public opinion and

qualified audit opinion and certain characteristics of a company, in particular its size and quality of its
external auditor; Casterella et al. (2000), Arnold et al. (2001), Sharma and Sidhu (2001).

Because of the work of the previously mentioned efforts; Abderraouf et Moalla. (2010) have chosen in
their study to include these two variables in their work to present as control variables, hence why this work
as well has followed suit.

Therefore, the audit quality will be indicated by also the means of a dichotomous variable, taking the value
of 1 when the company is audited by one of the BIG4, and the value of 0 otherwise. For the company size,
it would be represented by the logarithm of total assets.

Corporate Social Responsibility

Hence in this study, CSR is added to test if this new variable can have a link of association in effecting the
result of an audit opinion.

In this regard, this independent variable is an also dichotomous; the value of 1 represents a company that
utilizes CSR and the value of 0 being the opposite. The following table shall recapitulate all that was
mentioned in this section;

Results

We present a summary of the independent variables in the Table 1 below

Table 1. Summary Table of Independent Variables

Variable Definition Measure
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Z-score of Altman

Z-score Probability of bankruptcy
RENKP Net return on equity NetincomeEquityfortheyear
LIQR Liquidity Ratio of total liquidity/assets
ENDET Total debt Total debt/ total assets
Dichotomous variable:
. . 1: audited by BIG4 company
QA Audit quality 0: otherwise
TE Company size log (Total assets)
Dichotomous vatiable:
1: Company that has CSR
CSR Corporate social responsibility 0: otherwise
Earnings Management

As subsequently mentioned, earning management is the manipulation of financial statements to achieve
desired results aiming to personally benefit the internal governance of a company for their own gains and

goals.

Though to certain extents, it can be legal and ethical, it can also be used to mislead external parties. For
this purpose, the auditot's task is to closely monitor these financial statements before they're publicized.

Healy's article (1985) is considered to be the first to have put down a measurement for earnings
management, proposing the use of accruals as an indicator.

Total Accruals = Net Income — Cash Flow from exploitation |

Jeanjean(2002) have stated that for managers to make use of their efforts and not be easily detected,
earnings management does not concern total accruals but on some of them. Therefore.

Total Accruals (TA) = Normal Accruals NDA) + Discretionary Accruals (DA). |

Normal Accrnals: comes from normal activity and corresponds to sincere and regular application of GAAP.

Discretionary Acernals: intentionally managed and it is used to detect and measure earning management.
Thus, earning management can also be called as Discretionary Accruals. the difference between the two
will be positive from the perspective of the maximization of accounting results and negative contrarily,
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surely measuring the overall impact of all the accounting choices made by a company and as a result it is
used to estimate the extent of the practice of earning management (Bernard and Stober, 1989).

Healy (1985), DeAngelo (1986), Jones (1991), the latter modified by Dechow et al. (1995) to give a new
model, the sectoral model of Dechow, Sloan (1991) and Teoh et al. (1998) are models developed for
measuring earnings management. Most commonly used and is utilized in this research is Jones (1991),
which attempts to measure the management of results as a whole requiring large sample.

Unlike Healy (1985) and DeAngelo (1986), Jones (1991) presents a model based on the technique of
regression, exceeding the assumption of the stability of non-discretionary accruals in time. According to
him, non-discretionary accruals for period t are considered to be a function of:

- Variation of earnings or turnover between year t and year t-1. - Gross
fixed assets excluding financial fixed assets.

The inclusion of the latter two makes it possible to take into account the variations in TA that are due to
the simple evolution of the economics of a company.

Turnover is used to control the surroundings of a company, and this is prior to any manipulation from
managers. For fixed assets, they are in this model in order to exude control over the proportion of total
accruals that depends on the load of non-discretionary amortization, prioritized before their variations for
that the total amortization charge is included in the measure of total accruals and not in its vatiation.

According to Jones (1991), these factors are less likely to be manipulated and constitute thus the
determining of variables of non-discretionaty accruals.

Selection and Measurement of 1 ariables

When dealing the qualified audit opinion, Bell and Tabor, 1991; McKeown et al., 1991; Blacconiere and
Defond, 1997; Spathis, 2003; have used this popular model given its popular use.

To carry out the multivariate analysis, the logistic regression is hence adopted in this study following the
footsteps of Abderraouf et Hanen (2010) and the ones prior, the latter should be justified regarding
ordinary linear regression.

Despite having expetienced some difficulties in previous cases, indeed, ordinary linear regression
cannot be used if the errors are not normally distributed or if the vatiance of the etrors is not constant.
Thus, the following model is employed.

OPINION;i= B0+ B1Z-score+ B2RENKP + B3LIQR+ B4ENDET+ B5QA + B6TE+ B37CSR+el
With:
° OPINIONi=Dichotomous vatiable, taking the value of 1 if the company receives a

qualified audit opinion, or 0 otherwise.
° Z-score = Altman's score, measuring the probability of bankruptcy.
° RENKP = net return on equity.
° LIQR = ratio of reduced liquidity.

° ENDET = ratio of total debt.
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o QA = Dichotomous variable, taking the value of 1 if a company is audlted by BIG4
company, or 0 if not.

° TE = company’s size.

° CSR = Dichotomous variable, taking the value of 1 if a company utilizes CSR, or

0 alternatively.

#e10,31,32,33,34,35,6,87= The model’s coefficients.
L = Error term.

Jones (1991) has a leverage, considering the effect changes into a company's economic conditions
on the non-discretionary portion of accruals. the model details as follows:

TA o
t = 1 +a AREV +a PPE te
Assets 1 Assets._l 2 Assets[_l 3 Assetst_1 t

with:
TA
o lotal accruals of year t deflated by the value of total assets for year t-1
9 AREV = Variation in sales between year t and t-1

PPE = Gross fixed assets for the financial year t

0,0, = the model’s coefficients

Et = error term.

Sample

This study sample covers the 11 Tunisian listed banks over the pivotal period of covid from 2018 to 2021.
The data is primarily collected from annual final reports of the said listed banks with the support of their

individual sites and the Tunisian stock market site BVMT. The program utilized to analyze the data is
SPSS.

Results and Discussions

During the previous chapter, hypotheses of this study has been addressed, discussed and analyzed backed
up by attachments of previous researchers' works deliberating over the connection between audit opinion,
earnings management and CSR for Tunisian listed banks during covid's crisis.
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Through this final chapter, Empirical and results of this report would be presented, interpreted and
examined thoroughly, starting with a presentation of Empirical results for audit opinion, earnings
management and CSR in part 1 and 2 and a discussion of the second chaptet's hypotheses finally.

Audit Opinion

Table N°2 exhibits the descriptive statistics (maximum, minimum, mean and standard deviation) of audit
opinion.

Table 2. Descriptive Statistics

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation Variance

audit opinion 44 0 1 18 3490 152
Net result 44 -22007578 20542419  -13495175 4768446192  2274E+13
Probability of hankruptey 44 325 197,705 21,84159 30,897164 954 635
net return on equity 44 -,359 1,877 13733 ,302711 092
reduced liquidity 44 882 18,359 219427 3,566127 12,717
Total dettes 44 ,002 091 04274 026097 001
company size 44 6,053 8,998 7,06864 683000 466
audit quality 44 0 1 36 487 237
corporate social 44 0 1 45 504 254
responsihility

Valid N {listwise) 44

The mean percentage indicates the average of a value, translating into the difference between variables
marking the existence of a negative or a positive information (Website).

For this table, the mean for audit opinion is 0.18 or 18%. This percentage also means a variability of 0.390
for this dependent variable.

It also shows quite a noticeable value of 21.841 in the probability of bankruptcy on the contrary to other
variables that are perceptibly lower in comparison. The latter indicates the presence of a significant

influence compared to the others.

The probability of bankruptcy also shows a sturdy value as a variable with a maximum of 197.705 compared
to the low total debts of 0.091.

The minimum for total debts is quite low too, in comparison to company size being of a large negative of

6.053.

Table 3. Audit Opinion

audit opinion

Cumulative
Frequency Percent Valid Percent Percent
Valid a non qualified opinion 36 81,8 81,8 81,8
a qualified opinion 8 18,2 18,2 100,0

Total 44 100,0 100,0
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In the 11 listed banks in Tunisia during the period between 2018 and 2021; 81.8% of the opinions stated
in the final annual reports by auditors are mainly of a non-qualified opinion while as a moderate percentage
of 18.2% are of qualified opinion.

Essentially; 9 out of the 11 banks received a non-qualified opinion during that period leaving 2 that got a

qualified opinion.
Table 4. Audit Quality
audit quality
Cumulative
Frequency Percent  Valid Percent Percent
Valid a company not audited by 28 63,6 63,6 63,6
a BIG4 firm
a company audited by a 16 36,4 36,4 100,0
BIG4 firm
Total 44 100,0 100,0

For this Groupe set, this table demonstrates that 63.6% of the firms listed were not audited by a BIG4
firms over the course of 2018-2021 period. With 36.4% for the contrary. Meaning that during said period,
it's evident that BIG4 companies tend to slightly overshadow a substantial and notable percentage of the
listed banks in Tunisia during that time.

Table 5. Corporate Social Responsibility

corporate social responsibility

Cumulative
Frequency Percent  Valid Percent Percent
Valid acompanythat doesn't 24 545 545 545
utilize CSR
a company that utilizes 20 455 455 100,0
CSR
Total 44 100,0 100,0
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Figure 1. Corporate Social Responsibility

Corporate social responsibility

[Ha corporation without CSR
M a corporation with CSR

In this report's Groupe set, 54.5% of these 11 listed banks in Tunisia don't utilize corporate social
responsibility in their final annual reports, a considerable and a high number. Whilst only 45.5% utilizes
the latter. A below medium percentage. It shows that these listed banks do not consider CSR in their

strategies which may influence some investors, creditors or any external party.

Table 6. Regression Results

ANOVA?
Sum of
Model Squares df Mean Square F Sig.
1 Regression 4,600 7 657 12,160 000"
Residual 1,945 36 054
Total 6,545 43

a. Dependent Variable: audit opinion

b. Predictors: (Constant), corporate social responsibility, Probability of bankruptcy,
reduced liquidity, audit quality, Total dettes , net return on equity, company size

In spss, The ANOVA results presented in table 6 below determines whether the model is significant
enough to determine an outcome. In general terms, 95% confidence interval or 5% is a level of significance

chosen for a study, thus the sig-value should be less than 0.05 (Website).

In this case study, it is 0.000 and thus the result is roughly significant.

The 12.160 represented in the F-ratio is a representation of an improvement in the prediction of the
variable, by fitting the model after considering the inaccuracy present in it. A value that is greater than 1
for F-ratio yield an efficient model which is good. within the next table, the results of the estimation of the

model considered will be provided.
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Table 7. Estimation Results

Coefficients®

Standardized

Unstandardized Coefficients Coefficients 95,0% Confidence Interval for B

Model B Std. Error Beta t Sig. Lower Bound  Upper Bound
1 {Constant) 1,284 573 2,240 031 122 2,446
Probability of bankruptcy ,000 001 -012 =117 907 -,003 ,003

net return on equity 151 128 A7 1174 248 =110 A1
reduced liquidity -029 013 -,264 -2151 ,038 -,056 -,002

Total dettes -9.431 1,526 -,631 -6,179 ,000 -12,526 -6,335
company size -,039 077 -,069 -.509 614 -197 118

audit quality -,388 078 -,484 -4,952 ,000 -547 -229
corporate social -513 ,081 -,662 -6,343 ,000 -676 -,349

responsihility

a. Dependent Variable: audit opinion

The table for coefficients has a certain value that is most suited for interpretation, if a value is below the
tolerable level of significance, which is 0.05 for 95% confidence interval.

Based on the significant value, the null hypothesis is rejected or is not rejected.

If sig in this table is <0.05, the null hypothesis is rejected and so it proves to be of an impact. and if it's
>().05, the null hypothesis is not rejected and thus there is no impact.

In this case, for the independent variables of probability of bankruptcy and company size

(which are respectively 0.907 and 0.614 are significantly more than the acceptable limit of

0. 05); it is proven that thete's no influence on audit opinion due to the probability of bankruptcy
and company size.

For the variables of net return on equity, reduced liquidity, total debts, audit quality and corporate social
responsibility which represent in sig by 0.000 for all other than return on equity and reduced liquidity
(which are respectively 0.248 and 0.038). The significant change in audit opinion due to the previously
mentioned is evident due to the values being less than

0.05 which is a less acceptable value. Therefore, with each 1% increase in them, the audit opinion will
increase by a 0.151 (B value in net return on equity).
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Correlations
comorate
Prohabilityof  netretur on reduced social
auditopinion  hankruptey Bquity liquidity Total dettes  company size  auditquality — responsibility
audit opinion Pearson Correlation 1 005 - 044 - 159 -,332' 008 -,356' -,430"
Sig. (2ailed) _ A 18 303 028 960 o 004
N 44 44 44 44 44 “ 4 44
Probahility of bankruptey  Pearsan Correlation 005 1 - 095 - 163 229 -,406" =210 -,001
Sig. (2-ailed) an4 KTl 290 135 006 | in 997
N 7 44 44 44 44 4 44 ‘ 44 744
net return on equity Pearson Correlation - 044 - 095 1 - 077 - 081 - 040 - 034 ,382’
Sig. (2ailed) 79 | 54 621 599 796 827 | 0
N “ “ “ T woou U
reduced liguidity Pearsan Correlation - 159 - 163 - 077 1 -0 ,653" -172 -092
Sig. (2-ailed) 303 260 621 894 000 | 263 551
N ' " 44 44 TR “w “
Total dettes Pearson Correlation .33 229 - 081 -021 1 -210 -192 300
Sig. (2-tailed) 028 135 599 894 AT A2 048
N 44 44 44 44 44 “ 44 44
company size Pearson Correlation 008 408" - 040 853" -210 1 12 004
Sig. (2-tailed) 960 006 796 000 AN | 469 43
N 44 44 44 44 44 “ 44 44
audit quality Pearson Correlation -,356' =210 - 034 -172 -192 -112 1 069
Sig. (2-tailed) e 1 87 263 A2 469 _ 656
N 44 44 44 44 44 “ 44 44
corporate social Pearson Corelation 430" 001 87 082 300 084 069 1
reapansily Sig. (2-4ailed) 004 997 0 551 048 543 | 56
N 44 44 44 44 4 4 44 44

* Correlation is significant atthe 0.05 level (2-tailed).

** Correlation is significant atthe 0.01 level (2-tailed).

Pearson correlation is used to demonstrate which independent variable are more correlated to a certain
dependent variable, in this case study, it will be which independent variables are correlated to audit opinion
and later on who's correlated with earning management.

Pearson's r typically varies between +1 and -1, in which +1 is a perfect positive correlation and vice versa,
whereas 0 is used to signifies that there is no correlation at all. a value that's close to +1 is of a very weak
positive correlation.

in this case study, we notice that the probability of bankruptcy and company size are close to zero which

signifies a very low correlation.

11
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while as the rest of the independent variables (that includes net return on equlty, reduced hquldlty, total
debts, audit quality and corporate social responsibility) are closer to -1, and evidence of an existing negative
correlation between the previously stated variables and audit opinion.

the 2-tailed value is also significant, the standard alpha value is of 0.05 which is an indicator of a highly
significant correlation.

even with a weak correlation and a big sample size (N), it can still indicate a good correlation despite being

small in value, since it is then proven that a larger Groupe set of data offers enough statistical power to
identify very weak effects.

In this case study, most of the vatriables are above 0.05 which is a strong indicator of strong positive
correlation.

Table 7. Regression Results

ANOVA®
Sum of
Model Squares df Mean Square F Sig.
1 Regression 4,600 7 657 12,160 i
Residual 1,945 36 054
Total 6,545 43 |

a. Dependent Variable: audit opinion

h. Predictors: (Constant), corporate social responsibility, Probability of bankruptcy,
reduced liquidity, audit quality, Total dettes , net return on equity, company size

In spss, The ANOVA table determines whether the model is significant enough to determine an outcome.

In general terms, 95% confidence interval or 5% is a level of significance chosen for a study, thus the sig-
value should be less than 0.05 (Website).

In this case study, it is 0.000 and thus the result is roughly significant.
The 12.160 represented in the F-ratio is a representation of an improvement in the prediction of the
variable, by fitting the model after considering the inaccuracy present in it. A value that is greater than 1

for F-ratio yield an efficient model which is good. Within the next table, the results of the estimation of
the model considered will be provided.
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Table 8. Estimation Results

Coefficients®

Standardized

Unstandardized Coefficients Coefficients 95,0% Confidence Interval for B

Model B Std. Error Beta t Sig. Lower Bound  Upper Bound
1 {Constant) 1,284 573 2,240 031 122 2,446
Probability of bankruptcy ,000 001 -012 =117 907 -,003 ,003

net return on equity 151 128 A7 1174 248 =110 A1
reduced liquidity -,029 013 -, 264 -2151 038 -,056 -,002

Total dettes -9.431 1,526 -631 -6,179 ,000 -12,526 -6,335
company size -,039 077 -,069 -.509 614 -197 118

audit quality -,388 078 -,484 -4,952 ,000 -547 -229
corporate social -513 ,081 -,662 -6,343 ,000 -676 -,349

responsihility

a. Dependent Variable: audit opinion

The table for coefficients has a certain value that is most suited for interpretation, if a value is below the
tolerable level of significance, which is 0.05 for 95% confidence interval.

Based on the significant value, the null hypothesis is rejected or is not rejected.

If sig in this table is <0.05, the null hypothesis is rejected and so it proves to be of an impact. and if it's
>().05, the null hypothesis is not rejected and thus there is no impact.

In this case, for the independent variables of probability of bankruptcy and company size

(which are respectively 0.907 and 0.614 are significantly more than the acceptable limit of

0. 05); it is proven that thete's no influence on audit opinion due to the probability of bankruptcy
and company size.

For the variables of net return on equity, reduced liquidity, total debts, audit quality and corporate social
responsibility which represent in sig by 0.000 for all other than return on equity and reduced liquidity
(which are respectively 0.248 and 0.038). The significant change in audit opinion due to the previously
mentioned is evident due to the values being less than

0.05 which is a less acceptable value. Therefore, with each 1% increase in them, the audit opinion will
increase by a 0.151 (B value in net return on equity).

Earnings Management
Table 9. Descriptive Statistics

As previously stated, the descriptive statistics table shows the maximum, minimum, mean and standard
deviation. Applying the same for Earnings management.
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Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
earning managsment 44 000 000 ,00000 ,000000
PPE 44 002 091 03491 ,020520
Var Rev 44 ,009 1,038 10536 144676
A 44 0000000010 0000008859 0000001777 0000002248

Valid N (listwise) 44

For this table, the mean also shows quite a noticeable low percentage in all of the variables presented. with
0.0349 being the largest in PPE. This latter indicates the existence of a most significant influence compared
to the others which are low in contrast.

the variables of the variance in revenue (Var rev) is more prominent in the maximum (the max
presenting a 1.038) as well as in the minimum (the minimum being 0.009) the largest negative
percentage that's shown but still significantly low for. The others don't differ much for their low value
in general.

Table 10. Estimation Results

Coefficients”

Standardized
Unstandardized Coefficients ~ Coefficients 95,0% Confidence Interval for B
Model B Std. Error Beta t S, Lower Bound  Upper Bound
1 (Constant) 1539E-7 ,000 1,727 092 000 000
PPE -1,246E-6 000 -,088 - 534 | 596 000 | 000
Var Rey -3,500E-8 ,000 -018 -108 914 000 ,000
A -323 205 -, 251 -1,580 122 - 137 080

a. Dependent Variable: earning management

As previously mentioned in the table N°7 for audit opinion, the coefficient table indicates that if a value
that's significant enough, the null hypothesis would be rejected or not. A significance of <0.05, the null
hypothesis is rejected proving an impact and vice versa.

In this table, the var rev is greatly bigger than 0.05 (which is being 0.914) indicating that there’s no influence
in earning management due to the said variable.

It is thus proven that there's no influence for earning management due to the variations in revenue.

The same could be said for the PPE (by a 0.596) slightly bigger than 0.05 which is acceptable enough.
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Table 11. Pearson Correlation Analysis
Correlations
garning
management PPE Var Rey A

earning management  Pearson Correlation 1 - 153 -016 -,270

Sig. (2-tailed) 320 917 076

M 44 44 44 44
PPE Pearson Correlation - 153 1 295 238

Sig. (2-tailed) 220 052 119

M 44 44 44 44
Var Rey Fearson Correlation - 016 295 1 -109

Sig. (2-tailed) N7 082 482

N 44 44 44 44
A Pearsan Correlation -,270 238 -109 1

Sig. (2-tailed) 076 119 482

N 44 44 ; 44 44

As mentioned eatlier, the cotrelation tables indicates that Pearson's r which vaties between +1 and -1 (+1
representing a perfect positive correlation, -1 representing a perfectly negative correlation, 0 being of no

correlation at all.)

Also, the 2-tailed is of a great importance; 0.05 being the standard alpha value, a mark of a high correlation.

For earning management, Pearson's correlations are all close to zero but still on the negative side indicating

an existing relation between earnings management and its three different independent variables.

Among these three independent variables, their 2- tailed are fluctuant, ranging between a very close value
to zero or a high one coming closer to +1; since for 2-tailed, a value bigger than 0.05 is significant enough
meaning that variation in revenue is of a strong correlation.
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Table 12. Correlation Between Audit Opinion, Earnings Management And CSR

Correlations
corporate
earning social
audit opinion management audit quality responsihility
audit opinion Pearson Correlation 1 ,084 -,356’ -,430"
Sig. (2-tailed) 587 018 ,004
N 44 44 44 44
garning management Pearson Correlation 084 1 010 162
Sig. (2-tailed) 587 951 294
N 44 44 44 44
audit quality Pearsan Correlation -,356' 010 1 069
Sig. (2-tailed) 018 951 656
N 44 44 44 44
corporate social Pearson Correlation -,430" 162 069 1
FaSBARIDIbY Sig. (2-tailed) ,004 ,294 656
N 44 44 44 44

* Caorrelation is significant at the 0.05 level (2-tailed).
** Correlation is significant atthe 0.01 level (2-tailed).

In this final table, its worthy of noting that there’s a very important 2-tailed significance between earnings
management and audit opinion with a value of 0.587.

For Pearson's t, earning management and audit quality and CSR are very close to zero or of considerable
negative value, indicating a considerable weighty effect but negative. Corporate social responsibility and
audit quality aren’t of a value that close to earning management’s correlation to audit opinion in 2-tailed
which is a value that isn't strongly noticeable.

Discussions

The Empirical results formerly addressed and interpreted would be further discussed and concluded in this
segment alongside any availability of nexus with the five hypotheses.

The descriptive statistics of table 2 demonstrates that the probability of bankruptcy has a noticeable strong
mean; the variable for company size follows close but not quite while the others are notably low. Table
9's variables, however, are all substantially low indicating a weak influence.

Our results show that there's no effect on Audit opinion due to the probability of bankruptcy and company
size, other variables are markedly low. Also, its asserted that there's no influence from the mentioned
variables on earnings management.

Via table 3 and 4, the 11 Tunisian listed banks during this study's chosen period received an

Audit opinion that was mainly of a non-qualified opinion. And a considerable percentage of

18.2% were for qualified opinion. Though it's unclear on which type of opinion precisely; admittedly
indicating a limitation in this study.

Many of these banks were not audited by BIG4 audit firms which are a considerable percentage of 63.6%,
as it has been explained through numerous research that these firms tend to require much more detailed
information which may bother many managers. This is explained in this study by the high percentage of
companies who were not audited by
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BIG 4 firms. Which contradicts the findings of Chung et al. (2005), also cited in Gajevszky,(

2014), Pornupatham (2006), Othman and Zeghal (2006), Johl et al. (2007), Rusmin(2010), Gerayli et al.
(2011), and Gajevszky (2014) who mentioned that auditor size has a significant effect on audit opinion.

As it is revealed in table 5 and figure 1; 54.5% of listed banks do no utilize CSR in their annual reports
nevertheless in their strategies.

Through table 12; CSR is of a close value to 0.000 thus negatively impacting audit opinion and thus H5 is
rejected.

After analyzing data, the results of the logistic regression that examines the effects of Earnings management
and the variables for audit opinion on the latter are described in table 7 and 10.

It has been explained that for a sig level of >0.05; the null hypothesis is rejected and thus of impact and
vice versa.

Through table 7; the probability of bankruptcy and company size influencing audit opinion is of a value
bigger than 0.05 significantly which proves that H2 is rejected. For the rest of the variables which are lower
than 0.05; there's a significance, meaning that there's an impact on audit opinion from those elements
which concludes that H1 is accepted.

Because of the values shown in table 10; Earnings management wasn't prominent using it's independent
variables leading to the conviction that H3 and H4 is rejected.

For the Pearson correlation matrix, there's an admissible significance at 0.05 level and 0.01 level.
As Audit opinion most independent variables are not correlated with it.

According to Tabachnick and Fidell (2013), also cited in Imen and anis (2021); Thete's no cortelation
coefficient between independent variables discovered to be more than 0.9; suggesting that any
correlation between independent variables at such level is not accepted. In this study, within table N°8;
other than the probability of bankruptcy and company size (Which hold a low value), the others hold a
negative one; meaning a negative correlation or of no statistical significance and low correlation
otherwise. Ultimately, H2 and H5 are rejected.

Using table 11, for Earnings management; all variables are of a negative value, hence a negative correlation.
For the 2-Tailed, A is the closest to 0.05 meaning a close correlation. Despite that Butler et al. (2004),
Herbohn and Ragunathan (2008 cited in Imen&Anis,

2021), Garcia Blandon et al. (2014), Tsipouridou and Spathis (2014), and Rusmanto et al. (2014) have found
that there is no significant effect of modified audit opinion on earnings management and vice versa.

Through table 12, Earnings management is larger than 0.05, pointing to a strong correlation which indicates
that H3 is rejected. Contradicting Francis and Krishnan (1999), Bartov et al. (2000), Bradshaw et al. (2001),
Ajona et al. (2008), Omid (2015), Imen and Anis (2021) who stated in their research that earnings
management explain the publication of modified audit opinion.

Audit quality and corporate social responsibility have a negative value, evidencing that H5 is rejected.
Conclusion
The objective of this paper is to study which factors that influence auditors into granting a modified audit

opinion. It has been argued before that receiving Audit quality, Company size, Earnings management may
affect auditors into giving a modified or a qualified audit opinion.
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As well as the recently introduced element which is Corporate social responsibility. It has been contended
that BIG 4 audit firms offer higher quality audits, demanding details and certain specificities from their
clients which arguably provides a much higher quality audit. Therefore, they are expected to issue a
modified opinion more than non-BIG4 firms. Through countless previous studies, it has been argued that
Earnings management can influence auditors into releasing a modified audit opinion.

Based on the sample of 11 listed banks in Tunisia during the crucial and pivotal era of covid, results
indicate that audit opinion has low correlation to certain elements contrary to audit quality which is of a
high influence on the publication of a qualified opinion. Company size and corporate social responsibility
are hardly of notable influence. This is opposing the findings of multiple studies which concluded that
companies with high earnings management would have a greater probability on receiving a modified
opinion.

In general, the findings of this research supports the results of some previous studies in concluding that
BIG 4 companies tend to give a modified opinion with a relative percentage. However, no evidence was
found to support the effect of earnings management, corporate social responsibility and other intricate

components on their relationship with audit opinion.
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