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Abstract

This research paper sets out to examine the auditing in the unprecedented era of the COVID-19 pandemic.
It systematically investigates the prevailing trends in auditor reporting for companies that are listed on the
Bucharest Stock Exchange, focusing on the critical period from 2018 to 2021. The main objective of this
paper revolves around the synthesis of the existing literature that relates to audit reporting. It takes a
magnifying lens to the specter of uncertainty and the associated risks related to the "going concern” status
of Romanian companies that find themselves ensconced within the realm of the Bucharest Stock Exchange.
It also presents a brief overview of the array of audit opinions that were disseminated to Romanian firms
listed on the stock exchange during the defined timeframe. The rationale behind choosing the 2018-2021
period is rooted in the historical evidence that suggests significant fluctuations and changes in audit
practices. The years 2018 to 2021 were characterized by persistent economic uncertainty in the Romanian
landscape, reflecting to some extent the conditions witnessed during the 2007 crisis, largely propelled by
the far-reaching and profound impacts of the COVID-19 pandemic. In essence, this research highlights the
imperative need for further in-depth exploration into the substantive content and the practical utility of the
enhanced auditor's reports. The shadow cast by global events, such as the COVID-19 pandemic, further
accentuates the urgency of this endeavor, which should serve as a rallying point for both researchers and
practitioners within the field of auditing.
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Introduction

The role of the audit of the financial statements
finds its correspondent in providing a reasonable
assurance about the credibility of financial
reporting and the information presented in it.

In this context, a very important aspect regarding
the development of the audit profession is the one
related to the consolidation of the credibility
offered by the auditor.

The duty of the financial auditor is to provide his
personal judgment regarding the financial
statements’ compliance with the financial
reporting framework in order to ensure the quality
of the financial information released by the listed
firms (Deliu, 2013). This opinion must be
developed by the auditor while taking into account
the specific requirements of competence,
judgment, professionalism, and ethics - in order to
be considered a reliable one.

The trend of audit opinions at the national and
international level is a subject that is constantly
analyzed in order to produce statistics and
forecasts for the following periods.

This study is based on a sample of audit opinions of
the companies listed on the Bucharest Stock
Exchange, for the period 2018-2021. The main
scope of the study is to investigate the frequency of
auditors' rotations. From one point of view, the
period 2018-2021 was chosen because this
included a major global event (the COVID-19
pandemic), which could have had a significant
impact on the financial statements and audit
engagements of many companies (Deliu, 2020b).

In addition, from another point of view, studying
the frequency of auditors' rotations in Romania can
provide valuable insights into the state of the
country's accounting and auditing practices, and
the financial health of Romanian companies, due to
the fact that Romania is considered to be an
emergent market (Deliu, 2019; Deliu, 2020a).

Numerous businesses in such developing markets
as Romania are affiliated with a worldwide group
and, as a result, their consolidated financial
statements are included in the financial statements
published by the entire company. Therefore, it can
be said that the Big 4/Non-Big 4 dichotomy is
insufficient for the purposes of this study.

All of the Big 4 corporations and a few more
businesses affiliated with international networks

of accounting firms may be found in Romania on
the audit market. There are also a lot of regional
audit firms that are not a part of any global
network. Joint audits are not yet required.
Beginning in 2012, the regulation required
practically all listed companies (on the Bucharest
Stock Exchange) to adopt IFRS. Previously, they
were expected to report in accordance with
Romanian GAAP and only submit IFRS financial
statements if they were presenting consolidated
financial statements or for the purposes of
investors. Berinde (2013) split Romanian auditors
into three categories (Big 4, Non Big 4, and
individuals), and discovered that Big Four auditors
will see an ascending trend in terms of market
share compared to local audit firms. Grosanu &
Berinde (2013) discovered that the Big 4 firms only
covered 18% of the entities in their sample for a
number of significant companies from North-West
Romania. They also identified a few elements that
they believe strongly influence why audited
companies request the Big 4 auditors, including
investors (domestic or foreign) and managers'
need for confidence.

Hence, some potential benefits of studying audit
opinions in Romania include:

i Understanding the quality of financial
reporting: Studying audit opinions can
provide insight into the quality of financial
reporting in Romania, including any areas
of improvement that may be needed.

ii.  Evaluating the effectiveness of auditing:
Audit opinions can be used to evaluate the
effectiveness of auditing practices in
Romania and to identify any areas that
may need improvement.

iii. Monitoring the financial health of
companies: Audit opinions can provide
insight into the financial health of
companies in Romania, including any
potential risks or challenges that they may
face.

iv.  Identifying regulatory trends: Studying
audit opinions can help to identify
regulatory trends in Romania, including
any changes to accounting standards or
audit requirements that may impact the
financial statements of companies in the
country.

V. Improving transparency and
accountability: By providing information
on the financial health of companies, audit
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opinions can improve transparency and
accountability in Romania's financial
markets.

Henceforth, the main objectives of this study
include:

K2

< OB1: Identifying the trends in the issuance
of unqualified vs. qualified audit opinions
over time.

< OB2: Evaluating the role of auditors in
providing assurance on the accuracy and
reliability of financial reporting.

< OB3: Comparing the trends of audit

opinions across different industries or

countries, to identify any differences or

similarities in the financial reporting

practices of these groups.

The paper is structured as follows: the Introduction
sets the scene as regards the current market
context that prompted the research theme, while
the Literature Review presents the theoretical
background in reference to studies focusing on
audit reporting of going-concern uncertainty. The
Materials and Methods section, respectively the
Results section will further assess findings, while
the Discussions and Conclusions and Future
Directions sections will deep-dive into comparing
the results with existing research and drawing
relevant conclusions and practical implications of
the study.

Literature Review

Currently, the global economy is in a continuous
process of change, being still drastically affected by
the effects of the COVID-19 pandemic. A very
important element for increasing confidence
regarding the quality of the information presented
in the financial statements is the audit.

Following the work performed by the auditor
based on the collection of audit evidence, an audit
opinion is issued as mentioned in the independent
auditor's report (ISA 700).

There is a considerable increase in terms of
interest in the form and content of audit reports,
based on the investors' reaction to the financial
scandals and the pandemic context of recent years,
thus justifying the increase in investors' interest in
the auditreport (Felix et al.,, 1982; Wines, 1994; Wu
et al., 2006; Carey et al, 2008; Monroe & Hossain,
2013; Barnes et al, 2018; Fulop, 2018; Hirst et al,
2018; Lu, 2020; Dionisijev, 2021; Purnama, 2021;
Hidayat, 2022).

According to the International Standards on
Auditing (ISA), the audit report is assigned a triple
role, as follows: (i) Communication tool with users
of financial statements in order to justify decisions;
(ii) Tool for increasing user confidence in financial
statements; respectively (iii) Tool for identifying
the responsibilities of auditors and company
management.

The opinion issued by the independent auditor
presents in a synthesized form his conclusion
regarding the fact that the financial statements
prepared by the client comply with the financial
reporting standards (Bunget et al., 2022). Thus, the
opinion can be significantly influenced by the
quality of the audit performed, as it is necessary to
fulfill the principles of professional competence
and due care. Within this frame of reference, the
auditor's competence must be maintained
throughout the audit mission to be able to issue a
pertinent audit opinion based on the audit
evidence collected (Purnama, 2021), while also
maintaining independence and objectivity
(Hidayat, 2022).

Hategan et al. (2018) analyzed the companies
listed on the Bucharest Stock Exchange regarding
the subsequent events that take place before or
after the date of the audit report, since these can
have negative effects on the audit opinion and,
thus, lead to an unfavorable audit opinion, taking
into account the fact that these events lead to the
adjustment of the annual financial statements.

On the same note, Barnes et al. (2018) considered
the fact that in recent years Non-Big 4 auditors
have placed a great emphasis on performing audits
with superior quality in order to attract new clients
and retain the loyalty of existing clients in exchange
for what the big Big4 auditors have lost quite a lot
of reputation.

In this vein, Fulop (2018) considers the fact that
when a different opinion is issued compared to the
unmodified one, the independent auditor is obliged
to present a paragraph in the audit report based on
which to provide additional explanations
regarding the issued audit opinion.

Consequently, there are several factors that can
influence the audit opinion issued by an auditor
from one year to another. Some of the factors that
may cause the audit opinion to change include
(Hosseinniakani, 2014):

- Changes in the financial position or
performance of the organization being
audited: If the organization experiences
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significant changes in its financial position
or performance, this could affect the audit
opinion.

- Changes in the accounting policies or
practices of the organization: If the
organization changes its accounting
policies or practices, this could also affect
the audit opinion.

- Changes in the relevant financial reporting
framework: If there are changes to the
financial reporting framework that the
organization is required to follow, this
could affect the audit opinion.

- Changes in the auditing firm: If the
organization changes auditing firms, this
could also affect the audit opinion.

It's important to note that audit opinions are based
on the information and documentation available to
the auditors at the time the audit is performed. As
a result, the audit opinion may change from one
year to another if there are significant changes in
the organization or in the audit process.

Stakeholders, such as shareholders, creditors, and
regulatory bodies, may view changes in the audit
opinion from one year to another as a potential
indication of changes in the financial position or
performance of the organization being audited.

There are several types of audit opinions that an
auditor may issue, including an unmodified
opinion, a qualified opinion, an adverse opinion,
and a disclaimer of opinion (ISA 700). A change in
the audit opinion from one year to another may be
viewed as a red flag by stakeholders if it indicates a
decline in the financial health or reliability of the
organization (Kuruppu et al, 2012; Tian, 2017;
Hategan et al. 2018; Adhikari et al, 2019; Bunget et
al, 2022; Lu, 2020; MohammadRezaei et al., 2021;
Hu et al, 2022).

On the one hand, if the audit opinion changes from
an unmodified opinion to a qualified opinion or an
adverse opinion, this may be viewed as a negative
development by stakeholders, as it indicates that
the financial statements may not present a true and
fair view of the organization's financial position.

On the other hand, if the audit opinion changes
from a qualified opinion or an adverse opinion to
an unmodified opinion, this may be viewed as a
positive development by stakeholders, as it
indicates that the financial statements are

considered to present a true and fair view of the
organization's financial position.

It's important to note that changes in the audit
opinion do not necessarily reflect negatively on the
organization being audited. In some cases, changes
in the audit opinion may simply reflect changes in
the audit process or in the relevant financial
reporting framework.

Renewing interest in the auditor's assessment and
reporting on a business's capacity to continue as a
going concern has been sparked by company
failures, financial crises, and the coronavirus
epidemic.

In response to the COVID-19 crisis, auditors have
had to adapt their operations and procedures to
maintain the integrity of the auditing process while
also ensuring the health and safety of all involved
parties. This has resulted in a shift towards remote
working and digitalization of many aspects of the
audit process. For example, auditors are
conducting more virtual meetings with clients and
other stakeholders, and relying on technology to
review and analyze financial information. Some
auditors are also using data analytics tools to
identify potential areas of risk and fraud.

In addition, auditors have had to consider the
impact of COVID-19 on their clients' financial
statements. This may involve assessing the
reasonableness of estimates and assumptions used
in financial reporting, and evaluating the potential
impact of pandemic-related disruptions on future
financial performance.

Overall, auditors are adapting to the challenges
posed by COVID-19 by leveraging technology and
innovative approaches to ensure the integrity of
the auditing process while also protecting the
health and safety of all involved parties.

In the context of the COVID-19 pandemic, auditors
should pay close attention to the issue of going
concern when evaluating their clients' financial
statements. The going concern principle is the
assumption that a business will continue to operate
into the future, and the ability of a company to
continue as a going concern is a key factor in the
preparation of financial statements.

The COVID-19 pandemic has caused significant
disruptions to the global economy, leading to
financial difficulties for many businesses. As a
result, auditors should assess the impact of the
pandemic on their clients' ability to continue as a
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going concern and evaluate the management's
plans for addressing any related risks.

This may involve reviewing the company's
financial projections and considering factors such
as itsliquidity, the availability of financing, the level
of government support, and the general economic
outlook. Auditors may also need to consider the
impact of the pandemic on the company's industry
and the potential for long-term changes to the
business environment.

If auditors have concerns about the company's
ability to continue as a going concern, they may
need to issue a qualified opinion or a disclaimer of
opinion in the financial statements. In some cases,
auditors may also need to make recommendations
for steps that the company should take to improve
its prospects for survival.

Overall, in the context of the COVID-19 pandemic,
auditors must remain vigilant and proactive in

Evaluation by

going-concern
in financial
statements

Determinants of

auditor of going concern
management’s TCPQI‘IS
assertion of * Client
* Auditor

*Auditor-Client
*Environment

assessing the going concern of their clients and
ensuring that financial statements accurately
reflect the risks and uncertainties associated with
the pandemic.

Researchers in accounting have long analyzed
auditors' reports. The analysis of reports adjusted
for going-concern risks has received a lot of
attention. As illustrated in Figure 1, I structure the
analysis of the research around the conceptual
framework put forth by Carson et al. (2013).

This framework organizes research into the
auditors' assessment of management's going-
concern assertion, factors influencing going-
concern reports, the accuracy of going-concern
reports, and the outcomes. Romanian evidence is
somewhat scant compared to the larger body of
largely US evidence (Carson et al., 2013), as will be
explored below.

‘Accuracy’ of

going concern

reports

Outcomes of going
concern reports

Figure 1. Audit reporting of going-concern uncertainty research framework

Source: Carson et al., 2013

1. Evaluation of management’s assertion regarding the going concern

1.1. Models
for predicting
failure

Even if a report from an auditor that includes commentary on going-concern issues is not a
forecast of a company's failure, knowledge of the likelihood of a company's failure is
important for people making decisions about going-concern uncertainties. Both the
importance of fundamental concepts and the development of extremely sophisticated
approaches for modeling default risk have been highlighted by research on failure
prediction models. The factors used to predict company failure include: cash position,
operating cash flow (both reported and estimated), working capital, profitability and
earnings performance, turnover, financial structure, debt servicing capacity, industry
determinants, and the valuation of intangibles (Wu et al, 2006; Jones, 2011). According to
Kuruppu et al, 2012, auditors believe these models are helpful for gathering pertinent
evidence, reducing some of the subjectivity involved in determining whether a business is
still in operation, and fostering agreement on the auditor's judgment. However, more
practitioner-academic collaboration is required to do research that enhances the criteria
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currently utilized in practice to evaluate the possibility of firm collapse in the context of
going concern.

1.2. Auditor
decision
process

Experimental research methodologies are applicable to the decision-making process
utilized by auditors to issue going-concern opinions. Sometimes the choice of information
made by auditors limits their ability to make sound judgments (Simnett & Trotman, 1989).
Concurrently, in comparison to less experienced auditors, more experienced auditors may
retain more unusual information, are more likely to reach valid findings, and make
prognosticatory assessments. (Choo & Trotman, 1991).

However, most studies looking at auditor judgments have not given the going concern
setting enough consideration. Experimental and survey methodologies, in addition to
archival studies on going concern issuance, can offer valuable understanding, particularly
on the information processing and decision-making processes of auditors. In circumstances
where the "black box" of the auditor's decision-making process cannot be seen through
archival observation, experimental and survey procedures can be very helpful. In light of
recent study findings in adjacent fields including auditor skepticism, client advocacy, and
presumptive doubt, there are prospects for taking auditor judgment as regards going-
concern uncertainties into consideration.

2. Determinants of going concern reports

2.1. Defining
uncertainty
modified
reports

Using a sample from the years 1984 to 1988, Simnett and Trotman (1989), Choo and
Trotman (1991) present a model to forecast "subject to" attitudes based on financial
statement and market data in a widely recognized work. More recent models concentrate
on forecasting changes for uncertainty in going concerns. Explanatory factors are taken into
account by Carey & Simnett (2006) and Hossain (2013). These factors include prior year
non-standard reports, profitability as measured by ROA, incidence of losses, cash from
operations, financial risk as measured by leverage, and default risk as captured by summary
measures like Altman's Z-score or Zmijewski's bankruptcy score. There are still
opportunities to analyze issues surrounding going-concern reports in the Romanian
context, such as their initial issuance and removal, as well as industry-specific uncertainties.

response to
crises

2.2. Auditors’

Investors, regulators, standard-setters, and others are becoming more interested in the
auditor's evaluation and reporting on a firm's capacity to continue as a going concern as a
result of company failures and financial crises. Following firm failures, auditors are expected
to respond to increased regulatory inspection, more public scrutiny, increased litigation
against auditors, and higher insurance costs (Fargher & Jiang 2008; Deliu, 2013). Auditors
were more likely to give going concern amendments right after the high-profile company
failures that occurred between 2000 and 2002 (Carey et al, 2012) and after the Great
Financial Crisis around 2007 (Xu et al., 2013; Deliu, 2013; Dionisijev, 2021). There will be
business failures and financial crises, which will spark interest in the reporting decisions
made by the auditors before to the collapse or crisis. The difficulty in this area of research is
to more clearly distinguish between how events affect clients' underlying risk and how
events affect auditors' reporting judgments.

2.3.
Independenc
e issues

The problem of auditor independence is significant to standard-setters and regulators and
has frequently come up in studies. The likelihood of receiving a going-concern report may
be associated with non-audit services or even audit fees, which may at least suggest a
perception of a problem with auditor independence. The degree of other services and the
type of auditor's report were not significantly correlated, according to earlier studies by
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Craswell (1999), and Craswell et al. (2002). Aitken & Simnett (1991) and Wines (1994)
discovered that, in contrast to corporations that received some sort of audit certification,
auditors of companies that didn't receive one received a considerably higher proportion of
their compensation from non-audit activities.

According to some studies performed on samples of bankrupt companies, a lower likelihood
of giving a going concern opinion is connected with a higher proportion of non-audit
services fees to total fees (Fargher and Jiang 2008). Concurrently, Berinde & Grotianu, 2013,
discovered some evidence sustaining that non-audit services are related to audit reporting.
By looking at a more holistic perspective of auditor-client relations, other research revisits
the topic of auditor independence and the likelihood to offer a going concern opinion.

Long-term audit partner tenure tends to undermine auditor independence, according to
other studies. Carey & Simnett (2006), using data from a 1995 sample, discovered a
marginally positive association between partner tenure of less than two years and the
propensity to issue a going concern opinion, but a significant negative association between
audit partner tenure over seven years and the propensity to issue a going-concern opinion.
Similar findings were made by Ye et al. (2011) who discovered that alumni affiliation, long
audit engagement partner tenure, and the combined effect of auditor-provided nonaudit
services have a negative impact on the auditor's tendency to offer a going-concern opinion.

In contrast, Monroe & Hossain (2013) discover a substantial positive correlation between
the likelihood of granting a going-concern opinion to a financially troubled company and the
tenure of audit partners of five years or more. Overall, the findings point to a possible
reduction in auditor independence, at least on the surface, due to a decreased likelihood of
issuing a going-concern opinion when auditors do non-audit services or have a long tenure.

Additionally, there is no proof that it affects mental independence (Berinde & Grouanu,
2013). Standard-setters and regulators are constantly interested in the topic of auditor
independence and how it affects audit quality. The majority of the recent research has been
on the effects of fee dependency and audit tenure on the likelihood of issuing a going-
concern opinion. For a deeper understanding of the linkages between the auditor-client
relationship and the choice to issue or refrain from issuing a going-concern opinion, more
research is required. Other dangers to the independence of the auditor in the context of
going concern may be taken into account in future studies.

3.

“Accuracy” of going-concern reports

3.1.

The auditor's report is an important document that provides assurance to stakeholders
about the reliability of a company's financial statements. While an auditor's report is not
meant to predict the failure of a company, the public and regulators become concerned
when a company fails shortly after receiving an unmodified audit opinion for going-concern
uncertainty. In Australasia, studies of auditors' reports have focused primarily on Type 1
misclassifications, where a company continues to operate despite an auditor's report
modified for going concern. The survival rate following a modified auditor's report for
going-concern uncertainty is high in Australia, suggesting a high level of Type 1
misclassification (Xu et al, 2011; Berinde & Grouanu, 2013; Xu et al., 2013; Hosseinniakani,
2014, Tian, 2017, Velury et al, 2020). This may be due to the nature of many entities, such
as mining exploration companies that require future financing to continue as a going
concern. Few studies have examined this issue, but research suggests that the accuracy of
auditor reporting has remained similar over time.

3.2

To help with standard creation and regulation in these areas, more thorough case studies
and industry analysis are essential. By doing so, stakeholders and regulators can gain
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insights into the factors that contribute to corporate failures and how auditors' reports can
provide more accurate information to help prevent such failures. Ultimately, improving the
accuracy and reliability of auditors' reports is vital to maintain the trust and confidence of
stakeholders in the financial reporting process (Chen et al, 2020; Kim et al, 2021; Hu et al,
2022).

Materials and Methods stock market of the Bucharest Stock Exchange, in
the period 2018-2021. Thus, the structure by fields

) ) . o ) of activity of the sample of companies is presented
First, | identified the statistical population of the in Table no. 1 and Figure no. 2.

sample represented by the companies listed on the

Table 1. Companies’ structures by fields of activity

Manufacturing 42 48%
Financial and insurance activities 15 17%
Mining and quarrying 5 6%
Transportation and storage 5 6%
Wholesale and retail trade 4 5%
Accommodation and food service activities 4 5%
Construction 4 5%
Human health and social work activities 2 2%
Information and communication 2 2%
Electricity, gas, steam and conditioning supply 2 2%
Professional, scientific and technical activities 2 2%

Source: Author’s own projection

2;2%

2;2% . 2;2%
2;2%

4;5%

= Manufacturing

= Financial and insurance activities
Minning and quarrying

: R Trasnportation and storage

42;48% .

= Wholesale and retail trade

= Accomodation and food service activities

= Construction

= Human health and social work activities
15;17% = Information and communication

= Electricity, gas, steam and conditioning supply

= Professional, scientific and technical activities

Figure 2. Companies’ structures by fields of activity

Source: Author’s own projection
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Following the analysis of the structures of the
companies by fields of activity, the significant share
of the companies in the manufacturing industry
and of the financial and insurance companies can
be observed, representing a percentage of 65% of
the total analyzed sample.

For a more detailed analysis of the companies by
fields of activity, their structuring was performed
for each verified year, as presented in Table no. 2
and Figure no. 3.

Table 2. Annual structure of companies by fields of activity

Manufacturing 41 41 42 40
Financial and insurance activities 14 13 13 14
Mining and quarrying 5 5 5 5
Transportation and storage 4 4 4 5
Wholesale and retail trade 3 3 3 4
Accommodation and food service activities 4 4 4 4
Construction 4 4 3 3
Human health and social work activities 2 2 2 2
Information and communication 2 2 2 2
Electricity, gas, steam and conditioning supply 2 2 2 2
Professional, scientific and technical activities 2 2 2 2

Source: Author’s own projection
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W Manufacturing
B Minning and quarrying
Wholesale and retail trade
m Construction

m Information and communication

m Professional, scientific and technical activities
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S . .-
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54,4 5544
37535292202 32222

H\_J S . .- |
2020 2021

S5 N . .-

M Financial and insurance activities
Trasnportation and storage

B Accomodation and food service activities

® Human health and social work activities

m Electricity, gas, steam and conditioning supply

Figure 3. Annual structure of companies by fields of activity

Source: Author’s own projection

Over the whole period analyzed, the companies in
the manufacturing industry represented the
largest share of the sample, the annual structure
being relatively constant. Thus, I considered this
field of activity as the most relevant to analyze in
order to formulate a conclusion of the study.

Even if there were certain fluctuations of the
companies listed on the stock market of the
Bucharest Stock Exchange, [ can say that they are
minor, being made mainly based on the opening of
the insolvency procedure.

Results

The independent, impartial, and expert opinion
provided by a financial auditor ensures that
financial information complies with the required
accounting reporting structure (Carey et al., 2008).
According to ISA - International Standards on

Auditing, the audit opinion is the most significant
element of the audit report. By including some
elements related to the reporting quality, the
assumption of ongoing concern, the presence of the
fraud risk, and even sustainable development, the
report issued by an auditor helps to improve the
transparency and relevance of the information
from financial statements (Turner & Grey, 2010).

One of the main objectives established was to
identify the types of audit opinions issued to the
companies listed on the stock market of the
Bucharest Stock Exchange, in the period 2018-
2021. The aim was to identify the number of audit
opinions (unqualified opinion, qualified opinion,
adverse opinion, disclaimer of opinion) issued for
each company, for the period 2018-2021, then
analysed specifically for each field of activity.

Thus, the situation of the annual audit opinions is
presented in Table no. 3 and Figure no. 4.
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Table 3. Annual structure of audit opinions

Unqualified opinion 69 65 68 70
Qualified opinion 10 12 10 10
Adverse opinion 1 3 2 2
Disclaimer of opinion 3 2 2 1

Source: Author’s own projection

80

69 70
70 gs ot

60
50
40
30
20
10

Unqualified opinion Qualified opinion

w2018 m2019 wm2020

Figure 4. Annual structure of audit opinions

Source: Author’s own projection

10 12 10 10

However, I considered it appropriate to analyze the
audit opinions for each field of activity, in order to
ascertain whether the significance would remain
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the same as the initial one, the results being
presented in Table no. 4.
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Table 4. Annual structure of audit opinions by fields of activity

Manufacturing 32 29 31 31 6 8 8 7
Financial and insurance activities 13 13 13 14 1 0 0 0
Mining and quarrying 4 3 4 4 1 2 1 1
Transportation and storage 4 4 4 5 0 0 0 0
Wholesale and retail trade 3 3 3 4 0 0 0 0
Accommodation and food service activities 4 4 4 3 0 0 0 0
Construction 3 3 2 3 0 0 0 0
Human health and social work activities 2 2 2 2 0 0 0 0
Information and communication 2 2 2 1 0 0 0 1
Electricity, gas, steam and conditioning supply 0 0 1 1 2 2 1 1
Professional, scientific and technical activities 2 2 2 2 0 0 0 0

Manufacturing 1 3 2 2 2 1 1 0

Financial and insurance activities 0 0 0 0 0 0 0 0
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Mining and quarrying 0 0 0 0 0 0
Transportation and storage 0 0 0 0 0 0
Wholesale and retail trade 0 0 0 0 0 0
Accommodation and food service activities 0 0 0 0 0 0
Construction 0 0 0 1 1 1
Human health and social work activities 0 0 0 0 0 0
Information and communication 0 0 0 0 0 0
Electricity, gas, steam and conditioning supply 0 0 0 0 0 0
Professional, scientific and technical activities 0 0 0 0 0 0

Source: Author’s own projection

It can be identified that the most significant share
of qualified opinions is also allocated to the
manufacturing industry, holding a minimum
percentage of 44.61% of the total opinions of this
type, during 2019, respectively a maximum
percentage of 46.37% during 2018.

As for the unqualified opinions, it is predominantly
found in the manufacturing industry, reaching 80%
of the total of this type of opinion during the 2020.

The number of adverse opinions and the disclaimer
of opinions is very low, being encountered almost
entirely in the manufacturing industry.

Regarding the main companies that performed the
audit mission for the verified sample, I found
mostly the companies from the Big Four group
(Deloitte Audit S.R.L.,, Ernst & Young Assurance
Services S.R.L, KPMG Audit S.R.L. and
PricewaterhouseCoopers Audit S.R.L.) but I also
identify other Non Big Four companies that have a
large portfolio of customers in the sample
analyzed. The situation regarding the main audit
companies is presented in Table no.5 and Firure no.
5.

Table 5 - Main audit companies related to the analyzed sample

Deloitte Audit S.R.L. 13 16% 12 15% 13 16% 14 17%
BDO Audit S.R.L. 8 10% 10 12% 10 12% 10 12%
Ernst & Young Assurance Services S.R.L. 8 10% 7 9% 8 10% 11 13%
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KPMG Audit S.R.L. 2 2% 5 6% 6 7% 5 6%
Mazars Romania S.R.L. 5 6% 5 6% 4 5% 3 4%
PricewaterhouseCoopers Audit S.R.L. 3 4% 1 1% 0 0% 0 0%
Others (list) 44 53% 42 51% 41 50% 40 48%

Source: Author’s own projection
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Figure 5 - Main audit companies related to the analyzed sample

Source: Author’s own projection

Discussion

The purpose of the research was to analyze the
audit opinions of companies listed on the
Bucharest Stock Exchange from 2018 to 2021. By
examining these data, [ aimed to gain insights into
how often auditors switch the audit opinions,
which can have significant implications for the
quality of financial reporting and overall business

performance.
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To ensure that the findings are relevant and up-to-
date, I chose to study the period between 2018 and
2021. This time frame is notable because it
includes the COVID-19 pandemic, which had a
profound impact on the global economy and
business operations across many industries.

As a result, I believe that the pandemic may have
affected the financial
engagements of the studied companies, and this
analysis will provide valuable insights into the
potential impact of this unprecedented event on

statements

and

audit
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audit practices and procedures. Overall, this study
will contribute to the ongoing conversation around
audit quality and best practices for financial
reporting in today's rapidly changing business
landscape.

In addition to investigating the trend of audit
opinions, this study also aimed to identify any
trends or patterns that may emerge from my
analysis of the audit opinions. Furthermore, I
explored whether certain industries or sectors are
more likely to experience changes of audit opinions
than others, and whether there are any
correlations between audit opinion and financial
performance or other business metrics. By taking a
comprehensive and data-driven approach to this
research, [ hope to shed light on the complex and
evolving landscape of audit practices and their
impact on corporate governance and financial
reporting.

Looking at the trend of audit opinions in Romania
can provide us with valuable insights into the state
of accounting and auditing practices in the country.
Romania is considered to be an emergent market,
which means that the country's economy is in the
process of rapid development and growth. As such,
it was important to understand the financial health
of Romanian companies and the quality of their
financial reporting. By analyzing the trend of audit
opinions, [ can gain a better understanding of the
level of scrutiny and oversight applied to financial
reporting practices in Romania. This can help
identify areas where improvements can be made in
order to increase transparency, accountability, and
overall confidence in the financial markets.

The issuance of audit opinions is not a one-time
event, and it is common for opinions to change
from one year to another. This may happen due to
various reasons, including changes in the financial
performance of the audited entity, new accounting
standards or regulations, or changes in the
auditor's assessment of the risks and materiality of
certain transactions or events.

For example, if an audited company experiences a
significant increase in revenue or changes its
accounting policies, this may affect the auditor's
assessment of the financial statements and lead to
a different opinion than the previous year.
Similarly, if there are changes in the legal or

regulatory landscape that impact the company's
financial reporting obligations, this may result in a
change in the auditor's opinion (Hirst et al.,, 2018;
Adhikari et al, 2019; Chen et al,, 2020).

It is also important to note that audit opinions are
not static and can be updated or revised in
response to new information or events (Deliu,
2013). For instance, if an auditor becomes aware of
new evidence or information that materially affects
the financial statements, they may need to update
their opinion to reflect this (Felix et al, 1982;
Turner & Gray, 2010; Jones, 2011; Ye et al. 2011;
Berinde & Grouanu, 2013; Velury et al, 2020; Kim
etal,2021; MohammadRezaei et al., 2021).

Overall, changes in audit opinions from one year to
another are a natural part of the audit process and
can reflect the dynamic nature of financial
reporting and auditing. While changes in opinions
may cause concern among stakeholders, they can
also be an indication of the thoroughness and
diligence of the auditing process and the auditor's
commitment to ensuring the accuracy and
transparency of financial reporting.

The data presented regarding the annual audit
opinions indicate that most companies receive
unqualified opinions, which means their financial
statements are presented fairly and in compliance
with the relevant accounting standards. The
number of unqualified opinions remained
relatively stable over the years, with a slight
increase in 2021 compared to the previous years.

The number of qualified opinions also remained
consistent over the years, indicating that only a few
companies had material misstatements or
limitations of scope in their financial statements.
The number of adverse opinions and disclaimers of
opinions remained low, indicating that only a few
companies had significant material misstatements
or limitations that affected the auditor's ability to
form an opinion.

Overall, these data suggest that the majority of
companies are presenting their financial
statements fairly and complying with accounting
standards, but there are a few exceptions where
material misstatements or limitations of scope
have been identified.

Based on the analysis of the audit opinions for each
field of activity, it is evident that the manufacturing
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and financial and insurance activities’ sectors have
consistently received the most unqualified
opinions. This suggests that companies operating
in these fields have maintained a consistent level of
financial reporting quality over the years, which is
a positive indicator of the strength of their financial
systems and internal controls.

However, it is also concerning that the
manufacturing industry has consistently received
the highest number of qualified opinions,
indicating a need for improvement in their
financial reporting practices for some companies.
The electricity, gas, steam and conditioning supply
sector also received qualified opinions, which
could suggest a need for better internal controls
and financial systems.

The fact that adverse opinions and disclaimers of
opinion are mostly found in the production activity
field is justifiable based on the fact that
approximately 83% of the analyzed sample can be
found in this field of activity. This indicates that
there can be issues with the financial reporting
practices of some companies in this field, which
could lead to a lack of transparency and a higher
risk of financial misstatement.

The majority audit companies of these companies
belong to the Big Four group, which includes:
Deloitte Audit S.R.L.,, Ernst & Young Assurance
Services S.R.L, KPMG Audit S.R.L., and
PricewaterhouseCoopers Audit S.R.L. These
companies are known for their global reach and
expertise in the field of auditing. However, it is
worth noting that other non-Big Four companies
were also identified, indicating that they have a
significant presence in the market and a large
portfolio of customers in the sample analyzed. This
suggests that while the Big Four may dominate the
market, other companies are also competitive and
capable of providing quality audit services. Overall,
the presence of both Big Four and non-Big Four
companies in the sample highlights the diversity of
the audit industry and the various options available
to companies seeking audit services.

Conclusions and Future Research Directions

In general, audit opinions are issued on an annual
basis for financial audits of companies and other
organizations. The frequency of audit opinions may
vary depending on the specific circumstances and

the requirements of the relevant regulatory or legal
framework.

Changes in the audit opinion from one year to
another can be significant for companies and their
stakeholders, as they may indicate changes in the
financial position or performance of the
organization. It's important for companies to
carefully review the audit report and the
underlying financial statements to understand the
reasons for any changes in the audit opinion.

It's also important for companies to maintain
transparent and accurate financial reporting
practices, as this can help to ensure the reliability
and integrity of the financial statements and
enhance the credibility of the audit opinion. This
can help to build trust among stakeholders and
support the company's long-term financial stability
and success.

The audit activity is a complex one and the opinion
expressed by the auditor significantly influences
the decisions made by investors because they
consider the opinion of the auditors absolutely
necessary, especially based on previous financial
scandals and the pandemic context of recent years.

Based on research and analysis, the conclusions
about changes in audit opinions from one year to
another:

- Changes in audit opinions are relatively
common: It is not uncommon for
companies to receive a different audit
opinion from one year to another,
especially if there have been significant
changes in the company's operations or
financial performance.Reasons for
changes in audit opinions can vary: There
are many factors that can contribute to
changes in audit opinions, such as changes
in accounting policies or estimates, new
regulatory requirements, or changes in the
company's risk profile.

- Changes in audit opinions can have
significant implications: A change in audit
opinion can have significant implications
for a company, including changes in
investor perceptions, increased regulatory
scrutiny, and potential legal or financial
consequences.

- Auditors have a responsibility to carefully
consider and communicate changes in
audit opinions: Auditors have a
responsibility to carefully evaluate
changes in audit opinions and to
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communicate their findings clearly and
accurately to stakeholders.

- Improvements in transparency and
communication can help mitigate the
impact of changes in audit opinions:
Companies can help mitigate the impact of
changes in audit opinions by improving
transparency and communication with
stakeholders, including providing clear
explanations of the reasons for the change
and outlining plans to address any issues
identified by the auditor.

Overall, changes in audit opinions can be a normal
part of the audit process, but they should be
carefully evaluated and communicated in order to
minimize their impact on stakeholders and ensure
the integrity of financial reporting.

The study of the trend of audit opinions for
companies listed on the Bucharest Stock Exchange
from 2018 to 2021 revealed that a significant
majority of audit opinions issued were unqualified
opinions. An unqualified opinion is considered the
best outcome for a company because it indicates
that the financial statements are free from material
misstatements and can be relied upon by
stakeholders. The maximum percentage of
unqualified opinions was found to be 84.33% in
2021, which suggests that a large number of
companies listed on the Bucharest Stock Exchange
are presenting accurate financial statements.

However, it is important to note that the presence
of unqualified opinions does not necessarily mean
that a company is financially healthy or performing
well. An unqualified opinion only reflects that the
financial statements are fairly presented and does
not take into account other factors such as a
company's strategic  direction, operational
efficiency, or future prospects. Therefore, it is
important for investors and other stakeholders to
conduct a holistic analysis of a company's
performance before making any investment or
strategic decisions.

This does not guarantee that all companies listed
on the stock exchange are financially healthy or
performing well. It is important for stakeholders to
conduct further analysis and due diligence before
making any investment or strategic decisions.

The manufacturing industry was found to have the
highest percentage of qualified opinions,
accounting for 46.37% of all qualified opinions
issued in 2018. This industry also represented the
field of activity with the most companies in the

analyzed  sample, suggesting that the
manufacturing industry in Romania is generally
characterized by higher levels of financial scrutiny
and stricter regulatory requirements.

The prevalence of qualified opinions in the
manufacturing industry may reflect the industry's
reliance on fixed assets, inventory, and production
processes. These factors can be more complex to
evaluate than other types of assets or operations,
and may require a higher degree of financial
expertise to accurately assess. Additionally,
manufacturing companies may be subject to
stricter environmental and safety regulations,
which can increase the complexity of their financial
reporting and auditing requirements.

While the study of audit opinions for Romanian
companies listed on the Bucharest Stock Exchange
from 2018 to 2021 provides valuable insights into
the quality of financial reporting in this market, it
is important to note that the study has some
limitations.

The COVID-19 pandemic has had a significant
impact on auditor opinions, as businesses have
faced unprecedented challenges in terms of
financial reporting and disclosure. The pandemic
has disrupted supply chains, caused a decline in
economic activity, and forced businesses to adapt
to new ways of working. As a result, auditors have
had to adjust their audit procedures and make
judgments about the impact of the pandemic on
their clients' financial statements.

One of the primary effects of the pandemic on
auditor opinions has been an increase in the
number of companies receiving going-concern
opinions. With the economic uncertainty brought
on by the pandemic, many companies have faced
financial difficulties that have raised doubts about
their ability to continue as a going concern.
Auditors have had to carefully consider the
potential impact of these issues on their clients'
financial statements and provide appropriate
disclosures in their audit reports.

Another impact of the pandemic on auditor
opinions has been a greater emphasis on the need
for transparency and disclosure. As businesses face
new risks and uncertainties, auditors have had to
ensure that their clients provide adequate
disclosure about the potential impact of the
pandemic on their financial statements. This has
required auditors to wuse their professional
judgment to assess the materiality of COVID-19-
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related risks and disclosures and provide
appropriate opinions.

The increase in going-concern opinions and the
greater emphasis on transparency and disclosure
are just two examples of how the pandemic has
changed the way that auditors approach their
work. As businesses continue to navigate the
challenges brought on by the pandemic, auditors
will need to remain vigilant and flexible in order to
provide the high-quality independent opinions that
stakeholders rely on.

One of the main limitations of the study is the small
volume of the analyzed sample. The analysis only
included Romanian companies listed on the
Bucharest Stock Exchange during the period 2018-
2021, which may not be representative of the
broader Romanian economy or the global market.
Therefore, it is important to be cautious when
generalizing the findings of this study to other
markets or industries.

In future studies, it may be beneficial to expand the
sample size to include a larger number of
companies, both nationally and internationally.
This would allow for a more comprehensive
analysis of audit opinions and financial reporting
trends, and could help to identify any patterns or
trends that are specific to certain regions or
industries.
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