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Are Modified Audit Opinions Issued for Tax Aggressive Companies?

CHEN Dong, ZHANG Zhiyong, MU Yufei
(Economics & Management School, Wuhan University, Wuhan 430072, China)

Abstract: On the one hand, corporate tax avoidance increases corporate cash retention and retained earnings, and improves
the sustainable operation capacity of enterprises. On the other hand, corporate tax avoidance, which is often associated with
rent-seeking, reduces corporate transparency and weakens the quality of accounting information. So can auditors identify the
impact of different types of corporate tax avoidance on the quality of accounting information? This paper takes Chinese listed
companies as the research object and studies the relationship between the degree of corporate tax avoidance and modified audit
opinion. We have the following findings . firstly, when the degree of client companies’ tax avoidance is low, as the corporate tax
avoidance increases, the possibility of being issued modified audit opinions decreases. However, when the degree of client
companies’ tax avoidance is high, with the increase in tax avoidance, modified audit opinions are more likely to be issued.
Secondly, when auditors come from a large accounting firm, client companies are more likely to receive modified audit opin-
ions in the highest quantile sample of tax avoidance. Thirdly, if the companies have higher shareholding of institutional inves-
tors, they are less likely to be issued modified audit opinions when their tax avoidance is low. The findings show that there is
a non-linear relationship between corporate tax avoidance and audit opinion, and auditors can identify the impact of corporate
tax avoidance of client companies on corporate value.

Key Words: corporate tax avoidance; audit opinion; size of accounting firm; institutional investors; quality of accounting in-

formation; audit risk; audit quality
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ID 149 0.3767 0.3571  0.0741  0.2857  0.8000 3437 0.3744  0.3636  0.0587 0.1818 0.7500  0.211
1c 149 707.3660 724.4500 148.7969 0.0000 975.5300 3437  673.0196 689.0100 128.6969 0.0000 995.3600 3.249 ™
CHANGE 149 0.3300 0.0000 0.4720  0.0000 1.0000 3437 0.3300 0.0000 0.4700 0.0000 1.0000  0.009
PAO 149 0.9900 1.0000 0.1150  0.0000  1.0000 3437 0.9700  1.0000 0.1660 0.0000 1.0000 1.642"
DA 149 0.9300  1.0000 0.2620  0.0000  1.0000 3437 0.6000 1.0000 0.4900 0.0000 1.0000 8.070"

oy ower R BT (RE) 1%,

ARSCORER AR 5, BIGA SIZE IC \PAO 1 DA WMEAE 1% /K F F A B E XS, EXIEHATH
68% I Al F [ B P K 23305 55 e A 7 00 55 4 15 H 3, B30 TR SE0E2H 16% 1Y Le 3], BV 4k 21
AT S o O AN UEZH 2\ Rl RUBESA(E & TR SR, W] Sk 40 22 Sk 42 141 4l SRS B R 1)
ko TCIeRIE TP R AR SR e/ IMEL, SEUEZH A N 458 B4 R TR S UE AL, U B A E Ak
FEHIBE LS A 93% B SEIEA L A F AT A kﬂﬂ[: B TR SEIE A 60% 1 HL A5, D B 28 5% &
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B KM 0. 66, Spearman AH5E R B KN 0. 638, i IAZR 15 22 [RI AN FEAE 22 B L4 ) Jt
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4 KU AR . 26 2 S AR S S 54 2 SRR B S B0, A2 DR R B A0 [l 5 8 2 3%
i, S E I [T 2RO SB35, BB S A e £ %%iz:JJEIE%%IJuE’JTFE,ﬂE%FNEﬁﬁ
TR, 27 3 FIAIER 4 F1053 5 I SEIENLR IR St 2 SRR A S B0, 0] 5 R BT 1%
KA bR St SR 2 T 55 i T R SR A DA A Y SRR | T LR S A S T AT
SEUE R O TN A, B XRS5 5 B AR SEPE SIS 4 2 TR R B S 5L, [n] )
FHUAE 5% K- 1825 D T, UL i S5 M UE X ARG o 3 XU A — 8 B A o 2% B RLALLAR HE A 56
XK, P AEY/NT 0. 001, T FABE AL i B RE S 44T
®4 ZEEHEXEH

AR CSR AS BIG4 SIZE LEV IR ROA ROE TIC ) IC CHANGE DA PAO RP

" | S0.0347 -0.011 0,027 0.03  -0.022"" 0.02° 0.097" 0.09" 00607  0.025 0.1237 -0.057"" 0.052" 0.050""  0.021
(0.043) (05090  (0)  (0.08)  (0)  (0.061)  (0) (0) (0)  (0.167)  (0)  (0.001) (0.002)  (0.003) (0.218)

op M 1 0.098° 0114 0.066™  -0.01 .07 0.2600™  0.292"  0.0407  -0.021 0.2557 0.206"° 0.0 0.0 0.072°
(0.014) (0) (0) (0) (0.54) (0) (0) 0)  (0.018) (0.259)  (0) (0)  (0.08) (0.019)  (0)

s b0 007 1 0.2737 0.2977 013677 -0.06577 -0.027 010077 -0.09177 0.0 0.0837 0.0 01347 0.08 0287
(0.509)  (0) (0) (0) (0) 0)  (0.03)  (0) 0 0.%47) () (095  (0)  (0.281)  (0)
w0087 0.0mT 0om 1 0.4497 01527 -0.090"" <0022 0.139"" -0.075"" 0.043"  0.0717" -0.048°" 0.151™ 0.2 0.550™
(0) (0) (0) (0) (0) (0) (0.199) (0) (0) (0.019) (0) (0.004) (0) (0.227) 0(0)

gz 00T 00387 03467 05097 | 0.477 -0.2897° 01787 0.122°" -0.178™" 0.0 02227 -0.090""  0.002  0.033"  0.638""
(0.325)  (0.027)  (0) (0) (0) (0) (0) (0) (0)  (0.001)  (0) (0)  (0.928)  (0.059)  (0)

gy 00680009 01667 01747 0.4797 o S0639TT 03917 00517 S0.0907T 0.009  0.004 <001 -0.0377 -0.007 0.313°
0)  (0.5%)  (0) (0) (0) (0) 0)  (0.02)  (0)  (0.632) (0.828) (0.528)  (0.025) (0.668)  (0)

g 003009 0015 004 003 01787 0.327°° 0.146™  -0.009  0.016  0.005  0.008 005  -0.04 -0.212°"
(0.181)  (0.279)  (0.383)  (0.428)  (0.45) (0) (0) (0)  (0.615)  (0.39)  (0.782)  (0.632)  (0.001) (0.173)  (0)

w0030 00T 0004 -0.1177 <0.359° 0.016 1 0.712*" 02367 -0.006  0.304™" 00417 0.082""  -0.023 -0.114""
(0) 0)  (0.304)  (0.823)  (0) 0)  (0.353) (0) (0)  (0.734) () (0.014)  (0)  (0.178) (0

o 0038 03T 00467 0.097C 00877 -0.0917" 0.008 05397 | 0177 0.012 04757 0.037 01327 -.0427 01107
0.021 (0) 0.006 (0) (0) (0) 0.653 (0) (0) 0.507 (0) 0.046 (0) 0.012 (0)

me 0T 00477 0,060 -0.0397 -0.052°7 -0.0757 <0.0417 0,159 0.072° 1 S0.025  0.207° 0.0597° -0.0357 0.0l  -0.043"
(0,015 (0.005)  (0) (0.02) (0) (0)  (0.019) (0 () (0.165)  (0) (0)  (0.038) (0.501)  (0.011)

p 003 001 008 0.027° 0097 -0.015 0012 0.0 003 0.00 . 0.045°  -0.004  0.025  -0.002  0.03
(0.212)  (0.529)  (0.6606) (0.001)  (0.001)  (0.419)  (0.527)  (0.554)  (0.21)  (0.865) (0.015)  (0.812)  (0.167)  (0.891)  (0.093)

o 0026 008 002977 0177 0.0 -0.002 0.409% 02957 0137 0.0497 . 01147 0.076™  0.000™  0.218"
(0) (0) 0.002 (0) (0) (0) (0.9) (0) (0) (0)  (0.007) (0) (0) (0) (0)

e ~00577T 0207 0001 00487 00797 -0.04 0015 0.0347  0.03  0.0467  0.005 .08 . ~0.018  -0.097°" -0.079°
0.000)  (0)  (0.975)  (0.004)  (0)  (0.404) (0.377)  (0.042) (0.162)  (0.006) (0.785)  (0) (0.27) (0) (0)

gy 002700701370l 00757 0.0 <001 0.07677 009277 -0.016 0.0 0.09°  -0.08 0.03 01427
(0.02) (0.321)  (0) (0) 0)  (0.112)  (0.513)  (0) 0)  (0.341)  (0.083)  (0) (0.27) 0.171)  (0)

b 0007 0.0 0.018 0.02 002"  -0.01 -0.013 -0.005 0.031°  0.04  -0.008 0.134"" -0.097"  0.023 0.008
' (0.003)  (0.021)  (0.281)  (0.227)  (0.092)  (0.515)  (0.446)  (0.751)  (0.068)  (0.387)  (0.651)  (0) 0)  (0.171) (0.653)
w009 00403637 06037 0.6607C 0.3187 -0.016 -0.0907 0.04677  -0.02 00867 017 -0.063 017277 0.012 |

(0.252)  (0.007) _ (0) (0) (0) (0)  (0.358)  (0)  (0.006) (0.19)  (0) (0) (0) (0)  (0.468)

B vk L R R 1% 5% 10% 6 BAZKF(RN) £ B F £, ATk Pearson 4% % 3, 4 £ 5 3 Spearman
AR B
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1% 7K b 2 0, U] RAF 4t 25 5 AR R BT LADT S B AR 11 XU R A T 2 T PR iR e
52 SHE R IR S E I A] 1, SR T Ml A b AR A A ol X T 2k R0 XU B4 5 0
PR, FERE 00K 3 1% M1 5% o U 5y i MR G 3 | 19 9K B IRURRE A E 15 e S U A Tl
Al LR T A Aiolb 32 B BURF AR A AR BB Ty, S A B AR A2 SRR S SEAALTE, SEE
JEE A AL {5 BE S e, m] DL SRR T B AN B T2 o T A Al R T AL 54T, SN
AR T DRSS A T2 FH A P S ek o (FLX 5 1 A A 4k 22 SEAT AR A (9 Aalb At 41 o5 Skt o
THXUS AN T 2% F AR B AR O B, (B 3%, DL SRR REA R g i 2R R AT AL DA

£5 HSRERTRELIELIERE.

SEE L 3 E T RUBR B R

F6 HSRERTRELIELIERSE.

S E LR T 2R AR R 0

A (1) (2) (3) 4) (5) A (1 (2) (3) (4) (5)
emion =0.009%  =0.010*  -0.010*  -0.010*  -0.009* et SATOT 49915 0467 4714 5,057
ONSTANT CONSTANT
¢ (-2.59) (-2.774) (-2.867) (-2.802) (-2.7%9) (24.350)  (23.701)  (24.035)  (21.669)  (23.958)
D | e 1 R O N cp 00T S0.0357 -0.03577 -0.035 7 -0.035 "
(-10.126) (-11.420) (-11.343) (-12.146) (-11.997) (-2.942) (-2.933) (-2.811) (-3.891) (-2.683)
. 0.091
-0.786 ** AS
A
i (-4.62) (3‘ (1)(2)?
- CSR xAS ‘
CSR xAS 0. 001 (0.301)
(-0.752)
n 0.078
ASA
(2.614) s 47
. R x ASA .
CSR x ASA -2. 49 (-8.840)
(-17.248) 0.002
86
- 0.031 (0.681)
(2.063) CSRXASC -0, 694
St 1191+ (-10.414)
. (-8.958) SC 0.061
(1.557)
ASC -0.001 o478
) (-0.901) CSRxASC e
. § (-8.927)
CSRxASC _0'352936 y g 03RO DA0TT 03977 04167 0,397
(-3.966) (13.967)  (14.990)  (14.674)  (15.299)  (13.830)
S 0.019 0.018 0.02 0.017 0.018 gy 0T 0T 0T 0BT 01
(L187)  (L166)  (L.201)  (L.128)  (L.171) (23.913) (-3.899) (-3.900) (-4.570) (-3.805)
IR -0.02  -0.002  -0.002  -0.00z  -0.002 rop 029 0.6 -0.263 7 -0.254™ ~0.260
(-L754) (-1798) (-1.803) (-1927) (-L758) (-4.803) (-4.817) (-4.858) (-4.725) (-4.804)
wor MIRT2367 2361 245 230 e 016777 0167016977 01617 0,166
(5.534)  (5.528)  (5.686)  (5.865)  (5.438) (7.959)  (7.867)  (8.009)  (7.93)  (7.879)
IC 70035 7010 7.003 % 6.839 % 7.009 n 0.580 *  0.577 ™ 0.588*  0.580***  0.568
(41.293)  (41.702)  (41.295)  (39.608) (41.692) (16.099)  (16.059)  (16.216)  (16.133) (16.028)
» S0.1337 Z0.133%F —0.126 7% -0, 1457 -0.135 7
1065 ™ 1078 1037 LI31™*  1.071* PAO
PRO _ _ _ - -
(0.371)  (9.584)  (8.735)  (10.198)  (9.46) (-L914) (-1909) (-L1806) (-2.178) (-1.933)
. . i . cpvep 002 0.0 00 0002 -0.002
(-3 “> (-3 ..) (-3 “) (-3 .,> (-3 ..> N LI0™  0.200% 0197  0.181%* 019"
DA 0.235** 0.245 ** 0.252* 0.233 ** 0.241** (8.155) (8.581) (8.435) (8.069) (8.410)
(4.748)  (5.144)  (5.437)  (4.571)  (4.971) b DT 0GR 06T 059 0607
gy 05T TTOSTOTT 05957 04787 0.560 7 (18.230)  (18.736)  (18.568)  (17.610)  (18.675)
(7.00)  (7.738)  (7.947)  (6.693)  (7.125) N 3586 3586 3586 3586 3586
N 3586 3586 3586 3586 3586 i 0ss Lt Lon ool Vs
[Rehiz 134270 153.53 166.7 145.63 136. 48 Adi-R? i ‘ : : :
P <0.0001  <0.0001  <0.0001  <0.0001  <0.0001 Ffii 456,231 479.333 426,243 439.189  419.5%
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RT FRLIEXRBNEITERHIZW

o [ 4 3k FE 1> F FERE AT FEHEATE
. 51227 6.659 " 13.201 13,054 512 6.623
CONSTANT (23.867) (25.198) (76.502) (52.899) (23.867) (25.820)
sk ~0.009 " ~0.009" ~0.009 " ~0.010*" ~0.009 " ~0.009 "
(-2.340) (-2.310) (-2.324) (-2.481) (-2.335) (-2.310)
" 0. 168 0.166 0.169 0.219 0.172 0.181
(1.622) (1.594) (1.629) (0.965) (1.659) (1.763)
SR xS ~0.037 0.031 ~0.001 0.132 ~0.012" 0.022
(-5.475) (0.598) (0.419) (0.793) (-3.433) (0.449)
<E 0.410 0.420 0. 410" 0. 413" 0. 400 = 0. 400 ***
(37.351) (38.691) (37.751) (38.336) (45.221) (44.291)
. -0.348 ~0.339 0.933 " 0.764 " ~0.223 " ~0.219"
(-5.055) (-5.01) (11.053) (7.925) (-3.866) (-3.672)
ROE ~0.280 " ~0.276 " 0. 524" 1.580 " ~0.260 " ~0.248
(-4.741) (-4.72) (6.801) (6.064) (-4.812) (-4.693)
e 0.210 0.210*" 0,151 ~0.468 0. 166 ** 0.179 "
(7.386) (7.210) (-3.528) (-9.246) (7.875) (7.973)
" 0.878 ** 0. 806 ** 0.003 ** 1.308 0.571 0.570 "
(3.745) (3.072) (2.629) (3.770) (3.042) (3.039)
10 ~0.070 ~0.070 0.227* 0.133 0,133 -0.202°
(-0.677) (-0.679) (1.991) (0.611) (-1.911) (-3.880)
‘ ~0.017 ~0.018 0.054 ~0.061 ~0.035 ~0.033
CHANGE (-0.544) (-0.516) (1.089) (-0.995) (-1.353) (-0.59)
o 0.163 " 0.180 ** —0. 424" —0. 124" 0.200 ** 0.118
(5.471) (6.077) (-9.362) (-2.191) (8.600) (8.021)
B1ca 0. 625 0.613 " 1.009 " 1223 0.663 " 0.656
(15.320) (14.923) (14.478) (22.232) (18.740) (18.170)
N 3586 3586 3586 3586 3586 3586
P Adj - R? 0.671 0. 669 0.653 0.670 0.670 0. 667
F 422. 668 413.913 409.77 423. 380 419. 925 412.397
T owkx kx| k AR TFERABMAE 1% 5% 10% 5K TELEE TR,
*8 AREEIERBI # TR
i [Ty A A A& AR AT EURATIE
~0.010° 0.051 ~0.010" 0. 050 ~0.010" 0.058
CONSTANT (-5.121) (0.927) (-4.900) (0.887) (-5.398) (0.970)
sk 2,417 16227 ~2.627" 1,595 1,135 1,631
(-12.403) (-12.237) (-12.410)  (-11.792)  (-10.393) (-12.358)
s 0.031 0.001 0. 046 0.029 0.032 0. 001
(0.967) (0.273) (0.927) (0.866) (1.028) (0.288)
CSR x AS ~1.103 0.046 ~0.003 ~0.002 2,020 0.332
(-8.874) (0.619) (-1.831) (-1.018) (-9.426) (2.228)
sE 0.131° 0.141 % 0.128 " 0.125* 0.101 = 0.139
(3.667) (3.892) (3.650) (3.613) (3.536) (3.836)
P ~0.002 ~0.002 1,024 ~0.002 1.046 " ~0.002
(-1.682) (-1.326) (7.686) (-1.347) (7.924) (-1.313)
oA 2,638 1.893" —0.214" 1,920 ~0.213" 1,827
(6.590) (3.675) (-3.275) (3.767) (-3.233) (3.418)
» 6.002 ** 6.002 ** 6.244 6.002 ** 6.232 " 6.002 **
(23.587) (21.369) (27.928) (20.760) (27.520) (22.235)
RO 1,036 1,036 0. 560 ** 1020 0.532 " 1,048
(7.852) (7.852) (7.791) (7.589) (6.978) (7.908)
—0.213 ~0.213 " 0.000" —0.242°% 0.000* ~0.240 "
CHANGE (-3.227) (-3.227) (3.354) (-4.271) (3.318) (-4.212)
o 0.237* 0.234" ~0.002 0.240 ~0.002 0.228 "
(4.668) (4.566) (-1.706) (4.822) (=1.660) (4.366)
1ca 0. 548 = 0.522" 2,662 0. 529" 2.566 0.506 **
(7. 408) (6.757) (6.696) (6.989) (6.233) (6.346)
N 3586 3586 3586 3586 3586 3586
LRehi? 157. 658 144.276 161. 458 148.015 158. 930 145. 241
Pt <0.0001 <0.0001 <0.0001 <0.0001 <0.0001 <0.0001
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