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Abstract of thesis presented to the Senate of Universiti Putra Malaysia in 
fulfilment of the requirements for the degree of Doctor of Philosophy 

IMPACT OF PERCEIVED AUDITOR INDEPENDENCE ON GOING 
CONCERN AUDIT OPINIONS FOR FINANCIALLY DISTRESSED 

COMPANIES IN MALAYSIA 
 
 

By

D. JOYCE CHRISTINA DHARMARAJ 

September 2016 

Chairman: Nur Ashikin Binti Mohd Saat, PhD 
Faculty: Graduate School of Management, UPM 

 
With the public outcry over the corporate scandals across the world, such as 
Enron and WorldCom in the U.S., as well as Transmile and Silverbird in 
Malaysia, the notion of auditor independence has received substantial 
attention from the profession and regulatory bodies worldwide.  These 
scandals involving listed companies have highlighted concerns of regulators 
and other interested parties relating to threats towards auditor independence. 
In Malaysia, the Malaysian Code on Corporate Governance (MCCG) was 
introduced in March 2000 (revised in 2017) as a result of recommendations 
made by the Finance Committee on Corporate Governance (FCCG). MCCG 
highlights the need to reinforce the independence of the external auditor.  

However, it is noted that when organisations are in financial distress, 
auditors do not provide signals of potential distress, i.e. Type II 
Misclassification, which triggers independence of the auditors.  Hence, there 
is a need for identification of determinants of auditor independence that 
leads to impairment and compromisation of perceived auditor independence 
to maintain the credibility of the auditing profession.  It is necessary to 
develop a tool to assess auditor independence based on observable data 
from published reports.  It is also critical to investigate the relationship 
between auditor independence and the going concern audit opinions for 
financially distressed companies in Malaysia to understand how to increase 
confidence and rebuild trust in audit opinions of financial statements, which 
are important to ensure capital market growth.        

In this study, twenty four publicly available variables were used to examine 
the determinants of auditor independence in financially distressed 
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companies.  A total of 750 questionnaires were distributed among 
accountants (MIA-registered practitioners) to capture auditors’ perception on 
auditor independence since actual independence cannot easily be observed 
or assessed.  The study found that the determinants of auditor independence 
for financially distressed Malaysian companies are namely, (1) Disclosure 
and Financial Performance, (2) Relationship-centric, (3) Ethnicity, (4) 
Assurance Focus, and (5) Transparency Focus. 

Based on the findings of this study, Auditor Independence (PAI) Index was 
developed and validated using Altman’s Score.  Archival data of 78 
financially distressed Malaysian companies (i.e. PN17 companies) in the 
period between 2007 and 2012 were utilised to compute the respective PAI 
value.  This period was chosen to assess the perception of auditor 
independence before the release of the revised MCCG 2012 which explicitly 
addresses the importance of auditor independence.  It was found that 
relationship-centric and ethnicity determinants are statistically significant to 
predict PAI value using published data. Higher PAI value reflects impaired 
auditor independence.  In addition, the study also revealed that auditor 
independence has a negative impact on issuance of going concern opinions. 

Besides contributing to the literature, this research is useful for policymakers, 
financial statement users, and audit professionals to understand factors that 
can impair or compromise auditor independence. 
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Abstrak tesis yang dikemukakan kepada Senat Putra Business School 
sebagai memenuhi keperluan untuk ijazah Doktor Falsafah  

 
 

KESAN PERSEPSI KEBEBASAN JURUAUDIT BAGI PENDAPAT AUDIT 
USAHA BERTERUSAN UNTUK SYARIKAT YANG MEMPUNYAI 

MASALAH KEWANGAN DI MALAYSIA 

Oleh 
 
 

D. JOYCE CHRISTINA DHARMARAJ 

September 2016 
 
 

Pengerusi: Nur Ashikin Binti Mohd Saat, PhD 
Fakulti: Sekolah Pengajian Siswazah Pengurusan, UPM 

 
Skandal korporat  seperti  Enron dan WorldCom di Amerika Syarikat, dan 
Transmile dan Silverbird di Malaysia telah membangkikan isu kebebasan 
juruaudit bagi mengekalkan kredibilti  profession pengauditan.  Bagi 
mengukuhkan kebebasan juruaudit, Finance Committee on Corporate 
Governance (FCCG) telah memperkenalkan Malaysian Code on Corporate 
Governance (MCCG) pada Mac 2000 (disemak semula 2017).  Walau 
bagaimanapun, didapati penyata kewangan yang diaudit tidak menunjukkan 
sebarang tanda mengenai masalah (contoh, Type II Misclassification) 
walaupun organisasi menghadapi masalah kewangan.    Perkara ini akan 
menyebabkan keyakinan pada laporan audit akan tergugat jika persepi 
kebebasan terjejas.  Maka, terdapat keperluan bagi mengenalpasti penentu 
persepsi kebebasan juruaudit yang membawa kepada kemerosotan dan 
kompromi  kebebasan juruaudit dalam syarikat yang bermasalah bagi 
mengekalkan kredibitliti profession pengauditan.   Satu index bagi mengukur 
persepsi kebebasan juruaudit diperlukan untuk menilai kebebasan juruaudit 
berdasarkan maklumat yang dilaporkan secara umum.   Selain itu, terdapat 
keperluan untuk menyiasat hubungan di antara pengeluaran pendapat 
usaha berterusan audit bagi syarikat yang bermasalah dengan persepsi 
kebebasan juruaudit. 

Tesis ini mengkaji persepsi kebebasan juruaudit bagi  syarikat yang 
mengalami masalah kewangan dengan menggunakan dua puluh empat 
pembolehubah yang boleh diperolehi daripada laporan yang diterbitkan.  
Sebanyak 750 soal selidik telah diedarkan di kalangan akauntan (pengamal 
berdaftar MIA) bagi mengenalpasti persepsi kebebasan juruaudit.  Ini  
kerana kebebasan sebenar tidak dapat diperhatikan atau dinilai dengan 
mudah.  Penentu persepsi kebebasan juruaudit yang telah dikenalpasti ialah: 
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(1) Pendedahan dan Prestasi Kewangan; (2) Hubungan-Pusat; (3) Etnik; (4) 
Fokus Jaminan; dan (5) Fokus Ketelusan bagi syarikat yang mengalami 
masalah kewangan di Malaysia. 

Berdasarkan penemuan ini, Indek Persepsi Kebebasan Juruaudit (PAI) telah 
dibangunkan dan disahkan menggunakan Altman’s Score.  Sebanyak 78 
syarikat yang mengalami masalah kewangan (PN17) bagi tempoh antara 
2007 dan 2012 telah digunakan bagi kajian ini untuk mengira nilai PAI Index 
bagi setiap syarikat tersebut.  Tempoh ini digunakan untuk mengenalpasti 
kebebasan juruaudit sebelum pengeluaran MCCG 2012 yang telah 
menitikberatkan kebebasan juruaudit.  Kajian ini telah mendapati bahawa 
pembolehubah Hubungan-Pusat dan Etnik mempunyai impak yang 
signifikant untuk meramal nilai PAI dengan menggunakan data yang 
diterbitkan.  Selain itu, kajian ini juga telah mendedahkan bahawa hubungan 
diantara kebebasan juruaudit dan pengeluaran pendapat usaha berterusan 
audit bagi syarikat yang bermasalah adalah secara negatif. 

Selain sumbangan kesusateraan, penyelidikan ini penting bagi pembuat 
polisi, pengguna penyata kewangan dan profession audit untuk memahami 
faktor-faktor yang merosakkan atau kompromikan kebebasan juruaudit.  
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CHAPTER 1 

INTRODUCTION 

1.1 Background  

Auditor independence is a topic of important concern to many stakeholders 
in the corporate environment (Adelopo, 2016).  Independence is considered 
to be one of the cornerstones of the profession (Blay & Geiger, 2013; 
DeFond & Zhang, 2014). It is argued that the independent auditor’s opinion 
adds credibility to the financial statements (Stice & Stice, 2014).  Therefore, if 
auditors are not independent, or do not appear to be independent, their 
opinions do not add much. The importance of maintaining both 
“independence in fact” (actual independence) and “independence in 
appearance” (perceived independence) has been acknowledged by a 
number of professional accountancy bodies (for example, MIA By-Laws 
2011, ICAEW 2006 and AICPA 1988).  Since the former element of auditor 
independence cannot be easily observed or assessed, the latter element of 
auditor independence has been seen to be more important in protecting the 
status of the profession in society. 

Independence in appearance (hereafter mentioned as perceived auditor 
independence or auditor independence) is defined as “the avoidance of facts 
and circumstances that are so significant that a reasonable and informed 
third party would be likely to conclude, weighing all the specific facts and 
circumstances, that a firm’s, or a member of the audit team’s, integrity, 
objectivity or professional scepticism has been compromised”.  This 
definition is also stated in MIA By-Laws Section 290.6. 

Corporate failures such as Enron Corporation, World.Com, and Bank Islam 
in Malaysia, have come under a lot of criticism which emphasized on an 
auditor’s independence and profession.  These failures have raised 
questions regarding the role of auditors in alerting investors, employees, 
suppliers, customers, and the public.  An auditor’s main responsibility is to 
establish an audit in an independent, impartial and objective manner in order 
to reassure the public that the published financial information is correct 
(Mohamed & Habib, 2014).   

As a result, Malaysia had issued The Malaysian Code on Corporate 
Governance (MCCG) 2012 underlining the independence of external auditors 
in Principle 5, “Uphold integrity in Financial Reporting”.  The importance of 
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auditor independence is reflected in Recommendation 5.2 (MCCG 2012) of 
which requires ‘review and monitor the suitability and independence of 
external auditors’ and written assurance from external auditors which 
confirms their independence in conducting the audit.   

Moreover, Bursa Malaysia Listing Requirements 2001 (Part D, Paragraph 
15.22) requires listed companies to appoint a suitable accounting firm to act 
as its external auditor.  Not only that, “auditor” was redefined as ‘who 
registered under section 31O of Securities Commission Act 1993’ whereby 
Section 31 (Securities Commission Act 1993) states the Audit Oversight 
Board ‘may approve or refuse the registration of an applicant as a registered 
auditor or the renewal of registration of a registered auditor’.  This shows that 
Bursa Malaysia 1  is also interested in enhancing auditor independence 
through the implementation of MCCG 2012.   

Professional accounting associations and many government regulatory 
agencies throughout the world have emphasized that auditor independence 
is both an ethical and a professional issue, crucial to auditors.  Lawmakers 
have responded to Enron’s collapse by adopting a tough corporate 
governance law, the Sarbanes-Oxley Act of 2002, which applies to all the 
companies with stock listed in the U.S. In addition, the New York Stock 
Exchange (NYSE), NASDAQ, and American Stock Exchange (AMEX) have 
adopted new corporate governance rules as part of their listing requirements.   

Lack of auditor independence affects the credibility of the external auditor 
(John Ori, 2009; Lowe & Pany, 1995; Pany & Reckers, 1980).  If auditor 
independence is impaired, the reputation of the external auditor could be 
placed in jeopardy due to legal actions taken by regulatory bodies against 
the external auditor and decrease confidence in audit reports issued by the 
external auditor (Schmidt, 2012). 

Mainly, when organisations are in financial distress and audited financial 
statements do not provide signals of potential distress (Type II 
Misclassification), the credibility of external auditors, inter alia, is brought into 
question.  Based on key assumptions of agency theory, external auditors 
(agents) will act in their own self-interest and may shirk or consume more 
prerequisites than the ones previously agreed in their contract with the 
principal when the agent perceives that the contract is not beneficial to them 
but it can be constrained (Almer, Higgs, & Hooks, 2005).        
                                            

 

1 Bursa Malaysia amended the Listing Requirements which effective from January 3, 2012.  
For the purpose of the study, archival data of financially distressed Malaysian companies are 
collected prior to the Listing Requirement.  
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There are several factors that may affect auditor’s independence, such as 
non-audit services (NAS), fee dependency, auditor tenure, audit firm size, 
ownership structure, client size, audit committee, disclosures and financial 
performance.  Determinants of perceived auditor independence are (1) 
Auditor Characteristics, (2) Client Characteristics, (3) Audit Committee, (4) 
Reporting/Disclosure, and (5) Financial Performance. Although there are 
many studies (Albaqali & Kukreja, 2017; Ali & Nesrine, 2015; Barlett, 1993; 
Beattie, Brandt, & Fearnley, 1999; Dart, 2011; Teoh & Lim, 1996) in 
identifying the variables for auditor independence, little is known about these 
issues in the context of financially distressed companies (Practice Note 17 
(PN17) companies i.e. experiencing financial and operation distress) in 
emerging markets such as Malaysia.   

1.2 The Problem Statement 

Audit opinions issued by external auditors are expected to provide early 
warning signals of potential financial distress.  However, Tagesson & Öhman 
(2015) and Ruiz-barbadillo et al. (2004) reported that only 21.8% and 4%, 
respectively of financially distressed companies are more likely to issue 
going concern warnings from auditors which leads to the issuance of Type II 
Misclassification. Type II Misclassification occurs when the auditor does not 
issue a going concern opinion prior to the client being subsequently 
classified as PN17, i.e., financially distressed.  The failure of the audit 
opinion to highlight the potential for bankruptcy will diminish investors’ 
confidence in the credibility of financial reporting by public listed companies 
(Geiger et al., 2005, Myers et al., 2013) which could potentially reduce the 
development of the capital market and reduce investments by sophisticated 
investors.  Moreover, the collapse of high-profile companies such as Enron 
and WorldCom in U.S., as well as Transmile and Silverbird in Malaysia has 
led to major criticisms of the audit profession.  It was reported that these 
failures were due to the provision of false or misleading financial statements 
to users due to lack of auditor independence (Faboyede and Mukoro, 2012). 

The release of MIA By-Laws on Professional Independence on 1st July 2004 
shows that Malaysia is seriously attending to auditor independence issues as 
these issues affect the audit profession.  Perceived auditor independence 
refers to the avoidance of facts and circumstances that would lead a 
reasonable user to conclude that the auditor would not be capable of acting 
without bias (Dopuch et al., 2003).  Hodge (2003) reports that financial 
scandals have a negative effect on the perception of independence, 
regardless of whether auditors acted independently and concluded from the 
results that the users did believe auditors have become more biased and the 
public did not trust the audit report.  If the perception of independence is not 
taken care of, the audit profession can be destroyed as companies’ accounts 
are perceived as untrustworthy and unreliable.  Although several published 
studies have been conducted on factors affecting perception of auditor 
independence such as Non-Audit Service (Adeyemi & Olowookere, 2012; 
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Ahadiat, 2011), fee dependency (Al-Ajmi & Saudagaran, 2011; Alleyne, 
Devonish, & Alleyne, 2006), auditor ethnicity (Ayoib, Houghton, & Nor Zalina, 
2006), and the effect of political connection (Abdul Wahab, Mat Zain, & Abdul 
Rahman, 2011), these studies only focused on the general effect of a 
selection of factors on perception of auditor independence.  Due to the 
outbreak of financial scandals involving Malaysian listed companies and 
subsequent reforms in auditing and corporate governance practices, this 
study aims to provide further understanding and to identify a set of 
determinants of auditor independence for Malaysia companies, especially in 
the context of financially distressed companies.  

Therefore, there is an urge to study the determinants of auditor 
independence including ethnicity and political connection as Malaysia 
provides an interesting environment to study these determinants due to its 
unique institutional and political economy as it offers clearly identifiable 
capital segments divided along ethnic lines (Puan, Kent, & Clarkson, 2006).  
There is also an urge to develop an index, a tool for decision-makers 
(stakeholders) to assess perceived auditor independence based on 
observable data from published reports.  This index is necessary as a 
measurement tool because regulators and By-Laws emphasizes auditor 
independence and aims to increase the independence of auditors. 
Perception of auditor independence is the underlying foundation of 
stakeholder’s trust in the auditing profession.  Currently, there is no known 
tool that is being developed in Malaysia or globally to measure the 
perception of auditor independence.   

Moreover, most studies are focused on individual variables such as non-
audit services, auditor tenure, and audit committee for the accuracy of the 
audit opinion in signalling the going concern status (Carson et al., 2013).  
This study continues to use the Auditor Independence Index value to link 
with the issuance of Going Concern Opinions in financially distressed 
Malaysian companies because audit opinions are expected to provide early 
warning signals of potential financial distress.  This study fills the gap on the 
relationship between perception of auditor independence based on published 
reports and issuance of Going Concern Opinions in financially distressed 
Malaysian companies. It is important for users to trust the audit opinion of 
financial statements which ensures capital markets continue to flourish and 
grow.   

1.3 Scope and Methodology 

The research methodology adopted in this study was empirical analysis. 
Auditor independence (PAI) Index was developed in this study using survey 
data and annual reports.  Alist of public listed companies that were financially 
distressed was obtained from the Bursa Malaysia website.  Value for PAI 
Index was generated using published data from companies.   
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A survey was carried out where practitioners registered with the Malaysian 
Institute of Accountants (MIA) determined the auditor independence 
variables.  Auditors were selected to capture auditor’s perception on auditor 
independence because real independence cannot easily be observed or 
assessed.  

The survey included both auditor and client variables of auditor 
independence which were categorized into (1) Auditor Characteristics; (2) 
Client Characteristics; (3) Audit Committee; (4) Reporting/Disclosure; and (5) 
Financial Performance. The determinants of auditor independence were 
identified using exploratory factor analysis.  This study also investigated the 
impact of the determinants of auditor independence on the issuance of going 
concern audit opinions by external auditors for public listed companies.  

This study was conducted in the context of Malaysian public listed 
companies that are financially distressed, i.e. PN17, in the period between 
2007 and 2012. This period was selected since it was the period prior to the 
release of the Malaysian Code on Corporate Governance 2012 that had a 
specific focus on auditor independence.  Hand-collected archival data was 
employed for this study.  Regression models were developed to test the 
relationship between the determinants of auditor independence and Type II 
Misclassifications arising from the issuance of going concern audit opinions 
by external auditors. The triangulation of survey data and archival data 
resulted in a more comprehensive perspective of this relationship. 

1.4 Objectives of the Study 

The main objective of this study is to develop the Auditor Independence 
Index (PAI Index). The study also identifies the determinants of auditor 
independence for financially distressed companies in Malaysia and 
investigates the relationship between the issuance of going concern audit 
opinions for financially distressed companies and auditor independence.   

In order to achieve these research aims, the following objectives were 
formulated:  

(1) To examine the determinants of auditor independence in 
financially distressed Malaysian companies; 
 

(2) To develop the Auditor Independence Index for financially 
distressed Malaysian companies; 
 

(3) To determine the relationship between auditor independence 
and the issuance of going concern opinions in financially 
distressed Malaysian companies. 
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1.5 Research Questions 

The research questions are: 

(1) What are the determinants of auditor independence in financially 
distressed Malaysian companies? 
 

(2) What is the developed Auditor Independence Index for financially 
distressed Malaysian companies? 
 

(3) What is the relationship between auditor independence and the 
issuance of going concern opinions in financially distressed 
Malaysian companies? 

1.6 Contribution of The Study  

1.6.1 Policy 

The research is useful to policymakers (i.e. Bursa Malaysia, Bank Negara 
Malaysia, Audit Oversight Board) considering the changes to Malaysia 
accounting regulations for the prevention of future ‘Enron Style’ accounting 
scandal.  The identified auditor independence elicits the perceptions of the 
primary users of audited financial statements on the auditor independence. 
This information has the potential to assist stakeholders such as Audit 
Oversight Board (AOB), when making or adjusting policies regarding issues 
related to auditor independence.   

1.6.2 Research 

Further, current research extends the existing auditor independence 
literature by developing an Auditor Independence (PAI) Index for financially 
distressed companies.  This PAI Index is applicable to Malaysian research 
because it provides a comprehensive overview of the variables that affect 
auditor independence and provides a cut-off point to decide whether to 
accept the audit opinion or not.  This can potentially lead to the development 
of a framework on auditor independence in Malaysia.   

1.6.3 Practical  

This study builds upon the findings of Carson et al., (2013) on the accuracy 
of going concern opinions by investigating going concern audit opinions as a 
signal of financial distress. The investigation of the relationship between the 
issuance of going concern audit opinions for PN17 companies and the 
auditor independence variables from the above mentioned PAI Index 
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provides a potential guide for future research into the assessment of the 
reliability of the issued audit opinion as a signal of potential distress. 

The PAI Index also informs stakeholders (i.e. investors) of non-financial 
indicators of financial distress.  Moreover, the investigation of the relationship 
between the issuance of going concern opinions for PN17 companies and 
auditor independence provides the stakeholders (i.e. investors) with a guide 
to assess the reliability of the issued going concern opinion as a signal of 
potential distress.   

1.6.4 Audit Profession  

The PAI Index is developed for Malaysia because it incorporates additional 
variables, such as ethnicity and political connection.  This index provides the 
audit profession with an understanding of the factors that can enhance or 
impair auditor independence.  PAI Index can be a tool to measure their 
perception of auditor independence among the stakeholders. 

1.6.5 Managerial 

The determinants of auditor independence are useful to the board and 
management of the companies, especially to financially distressed 
companies.  The identified factors can be monitored by the board or 
management to make sure that it can provide the best practice to make sure 
that the external auditor can perform the task independently without the 
perception of impaired auditor independence.   

1.7 Summary of Chapters 

Chapter 1 presents a brief background and motivation for this study.  The 
primary guidelines (i.e. problem statement, objectives, research questions, 
and significance) of the study are also stated in this chapter.   

Chapter 2 outlines literature review on the external auditor profession in 
Malaysia and the fundamental theories applied in this study. Auditor 
independence variables and going concern audit opinions are also further 
discussed in this chapter.  

Chapter 3 addresses the methodological issues related to this study.  This 
chapter outlines the identification of determinants of auditor independence to 
financially distressed companies in Malaysia; the development and testing of 
the Auditor Independence Index; and the analysis of the impact of the 
determinants of auditor independence on going concern audit opinions. 
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Chapter 4 presents Phase One - the identification of the determinants of 
auditor independence (Research Question 1) to financially distressed 
companies in Malaysia.  These determinants incorporate additional variables 
of ethnicity and political connection in addition to variables previously 
identified in the literature.  

Chapter 5 outlines Phase Two – the development of the Auditor 
Independence Index (Research Question 2).  Scenario analysis was 
employed and was used for the development of PAI Index for financially 
distressed Malaysian companies.  The computation of PAI Index is based on 
archival data.  The PAI Index was validated using archival data and Altman’s 
Z-Score. 

Chapter 6 presents the analysis of the impact of the auditor independence 
and the issuance of the going concern opinion for financially distressed 
Malaysian companies using logistic regression.  The conclusion (Chapter 7) 
addresses the contributions and limitations of this study.  Suggestions for 
future research are also provided in this chapter.   

The structure and design of this study are illustrated in Figure 1.



© C
OP

UPM

9 
 
 
 

Jesus

   

 
Chapter 1 

Introduction 
 

   

 
Chapter 2 

Literature Review 
 

   

 

 

Chapter 3 

Research Methodology 
 

   

 

Chapter 4 

Phase One - Identification Of Determinants of Auditor 

Independence For Financially Distressed Companies 

 

   

 

Chapter 5 

Phase Two - Development of the Auditor Independence 

Index  

 

   

 

Chapter 6 

Impact of Auditor Independence on Going Concern Opinion 

in Distressed Companies 

 

   

 
Chapter 7 

Conclusion 
 

   

Figure 1: The Structure and Design of the Study 



© C
O

UPM

142 
 
 
 

BIBLIOGRAPHY 

Abbott, L. J., Parker, S., & Peters, G. F. (2003). The Effects of Post-Bankruptcy 
Financing on Going Concern Reporting. Advances in Accounting, 20(3), 1–
22. http://doi.org/10.1016/S0882-6110(03)20001-8 

Abbott, L. J., Parker, S., Peters, G. F., & Raghunandan, K. (2003). The 
Association between Audit Committee Characteristics and Audit Fees. 
AUDITING: A Journal of Practice & Theory, 22(2), 17–32. 
http://doi.org/10.2308/aud.2003.22.2.17 

Abdul Wahab, E. A., Mat Zain, M. N., & Abdul Rahman, R. A. (2011). Political 
Connections: A Threat to Auditor Independence? SSRN Electronic Journal. 
http://doi.org/10.2139/ssrn.1949742 

Abrahamson, E., & Amir, E. (1996). the Information Content of the President’s 
Letter To Shareholders. Journal of Business Finance & Accounting, 23(8), 
1157–1182. http://doi.org/10.1111/j.1468-5957.1996.tb01163.x 

Abu Thahir, A. N., Emelin, A. W., Sharifah Nazatul, F. S., Mustapha, N., & 
Hudaib, M. (2006). Auditor-client relationship : the case of audit tenure and 
auditor switching in Malaysia. Managerial Auditing Journal. 
http://doi.org/10.1108/02686900610680512 

Adelopo, I. (2016). Auditor Independence: Auditing, Corporate Governance and 
Market Confidence. 

Adeyemi, S. B., & Olowookere, J. K. (2012). Non-Audit Services and Auditor 
Independence –. Business and Management Review, 2(5), 89–97. 

Ahadiat, N. (2011). Association between audit opinion and provision of non-
audit services. International Journal of Accounting and Information 
Management, 19(2), 182–193. http://doi.org/10.1108/18347641111136463 

Al-ajmi, J., & Saudagaran, S. (2011). Perceptions of auditors and financial-
statement users regarding auditor independence in Bahrain. Managerial 
Auditing Journal, 26(2), 130–160. 
http://doi.org/10.1108/02686901111095010 

Al-Thuneibat, A. A., Issa, R. T. I. Al, & Baker, R. A. A. (2011). Do audit tenure 
and firm size contribute to audit quality?: Empirical evidence from Jordan. 
Managerial Auditing Journal, 26(4), 317–334. 
http://doi.org/10.1108/02686901111124648 

Albaqali, Q., & Kukreja, G. (2017). The Factors Influencing Auditor 
Independence: The Perceptions of Auditors in Bahrain. Corporate 



© C
O

UPM

143 
 
 
 

Ownership & Control, 14(2), 369–382. 
http://doi.org/10.22495/cocv14i2c2p10 

Ali, O. M., & Nesrine, A. (2015). Factors Affecting Auditor Independence in 
Tunisia : The Perceptions of Financial Analysts. Journal of Finance and 
Accounting, 3(3), 42–49. http://doi.org/10.11648/j.jfa.20150303.12 

Alleyne, P. A., Devonish, D., & Alleyne, P. (2006). Perceptions of auditor 
independence in Barbados. Managerial Auditing Journal, 21(6), 621–635. 
http://doi.org/10.1108/02686900610674898 

Almer, E. D., Higgs, J. L., & Hooks, K. L. (2005). A Theoretical Framework of 
the Relationship between Public Accounting Firms and Their Auditors. 
Behavioral Research in Accounting, 17(February 2005), 1–22. 
http://doi.org/10.2308/bria.2005.17.1.1 

Altman, E. I. (1968). Financial Ratios, Discriminant Analysis and the Prediction 
of Corporate Bankruptcy. The Journal of Finance, 23(4), 589–609. 

Altman, E. I. (2000). Predicting Financial Distress of Companies: Revisiting the 
Z-Score and ZETA Models. Avaliable at 
http://pages.stern.nyu.edu/~ealtman/Zscores.pdf, (July). 

Altman, E. I., Iwanicz-Drodzdowska, M., Laitinen, E. K., & Suvas, A. (2014). 
Distressed Firm and Bankruptcy prediction in an international context : a 
review and empirical analysis of Altman’s Z-Score Model. SSRN Electronic 
Journal, 2. http://doi.org/10.2139/ssrn.2536340 

Anderson, D. T., Dycus, H. ., & Welker, R. . (1982). GAAS and the Small 
Business Audit. CPA Journal, 52(4), 10–23. 

Arnold, B., & De Lange, P. (2004). Enron: An examination of agency problems. 
Critical Perspectives on Accounting, 15(6–7), 751–765. 
http://doi.org/10.1016/j.cpa.2003.08.005 

Ashbaugh-Skaife, H., Collins, D. W., & Kinney, W. R. (2007). The discovery and 
reporting of internal control deficiencies prior to SOX-mandated audits. 
Journal of Accounting and Economics, 44(1–2), 166–192. 
http://doi.org/10.1016/j.jacceco.2006.10.001 

Ayoib, C. A., Houghton, K. a., & Nor Zalina, M. Y. (2006). The Malaysian market 
for audit services: ethnicity, multinational companies and auditor choice. 
Managerial Auditing Journal, 21(7), 702–723. 
http://doi.org/10.1108/02686900610680503 

Backman, M. (1995). Overseas Chinese Business Networks in Asia. Canberra. 



© C
O

UPM

144 
 
 
 

Bagozzi, R. P., & Yi, Y. (1990). Assessing method variance in multitrait-
multimethod matrices: The case of self-reported affect and perceptions at 
work. Journal of Applied Psychology, 75(5), 547–560. 
http://doi.org/10.1037/0021-9010.75.5.547 

Barlett, R. W. (1993). A Scale of Perceived Independence: New Evidence on an 
Old Concept. Accounting, Auditing & Accountability Journal, 6(2), 52–67. 

Barnes, P. (2004). The auditor’s going concern decision and Types I and II 
errors: The Coase Theorem, transaction costs, bargaining power and 
attempts to mislead. Journal of Accounting and Public Policy, 23(6), 415–
440. http://doi.org/10.1016/j.jaccpubpol.2004.10.003 

Bartlett, R. W. (1993). Accounting , Auditing & Accountability Journal Emerald 
Article : A Scale of Perceived Independence : New Evidence on an 
OldConcept. Accounting, Auditing & Accountability Journal, 6(2), 52–67. 

Basioudis, I. G., Papakonstantinou, E., & Geiger, M. A. (2008). Audit fees, non-
audit fees and auditor going-concern reporting decisions in the United 
Kingdom. Abacus, 44(3), 284–309. http://doi.org/10.1111/j.1467-
6281.2008.00263.x 

Be´dard, J., Chtourou, S. M., & Courteau, L. (2004). The Effect of Audit 
Committee Expertise, Independence, and Activity on Aggressive Earnings 
Management. AUDITING: A Journal of Practice & Theory, 23(2), 13–35. 
http://doi.org/10.2308/aud.2004.23.2.13 

Beasley, M. S. (1996). An Empirical Analysis of the Relation Between the Board 
of Director Composition and Financial Statement Fraud. The Accounting 
Review, 71(4), 443–465. 

Beattie, V., Brandt, R., & Fearnley, S. (1999). Perceptions of auditor 
independence: U.K. evidence. Journal of International Accounting, Auditing 
and Taxation, 8(1), 67–107. 

Beaver, W. H. (1966). Financial Ratios as Predictors of Failure. Journal of 
Accounting Research, 4, 71–111. 

Beeler, J. D., & Hunton, J. E. (2002). Contingent economic rents : Insidious 
threats to audit independence. Advances in Accounting Behavioral 
Research, 5, 21–50. 

Berglund, N. R., Eshlemen, J. D., & Guo, P. (2016). Auditor Size and Going 
Concern Reporting. Retrieved from https://ssrn.com/abstract=2699810 

 



© C
O

UPM

145 
 
 
 

Blay, A. D., & Geiger, M. a. (2013). Auditor Fees and Auditor Independence: 
Evidence from Going Concern Reporting Decisions Contemporary 
Accounting Research, 30(2), 579–606. http://doi.org/10.1111/j.1911-
3846.2012.01166 

Blay, A. D., & Geiger, M. A. (2001). Market Expectations for First-Time Going-
Concern Recipients. Journal of Accounting, Auditing & Finance, 16(3), 209–
226. http://doi.org/10.1177/0148558X0101600304Journal 

Borg, W. R., & Gall, M. D. (1989). Educational Research: An Introduction. (U. of 
Michigan, Ed.) (5th ed.). Longman. 

Brennan, N., & Kelly, J. (2007). A study of whistleblowing among trainee 
auditors. British Accounting Review, 39(1), 61–87. 

Buchan, H. F. (2005). Ethical Decision Making in the Public Accounting 
Profession: An Extension of Ajzen’s Theory of Planned Behavior. Journal of 
Business Ethics, 61, 165–181. 

By-Laws (on Professional Ethics, Conduct and Practice) of the Malaysian 
Institute of Accountants (2011). Malaysia: Malaysian Institute of 
Accountants. 

Campa, D., & Donnelly, R. (2016). Non-audit services provided to audit clients, 
independence of mind and independence in appearance: latest evidence 
from large UK listed companies. Accounting and Business Research, 46(4), 
422–449. http://doi.org/10.1080/00014788.2015.1048772 

Caramanis, C., & Spathis, C. (2006). Auditee and audit firm characteristics as 
determinants of audit qualifications: Evidence from the Athens stock 
exchange. Managerial Auditing Journal, 21(9), 905–920. 
http://doi.org/10.1108/02686900610705000 

Carcello, J. V., Hermanson, D. R., Neal, T. L., & Riley Jr., R. A. (2002). Board 
Characteristics and Audit Fees. Contemporary Accounting Research, 19(3), 
365–384. http://doi.org/10.1506/CHWK-GMQ0-MLKE-K03V 

Carcello, J. V., Vanstraelen, A., & Willenborg, M. (2009). Rules rather than 
discretion in audit standards: Going-concern opinions in Belgium. 
Accounting Review, 84(5), 1395–1428. 
http://doi.org/10.2308/accr.2009.84.5.1395 

Carson, E., Fargher, N. L., Geiger, M. a., Lennox, C. S., Raghunandan, K., & 
Willekens, M. (2013). Audit reporting for going-concern uncertainty: A 
research synthesis. Auditing, 32(SUPPL.1), 353–384. 
http://doi.org/10.2308/ajpt-50324 



© C
O

UPM

146 
 
 
 

Causholli, M., Chambers, D. J., & Payne, J. L. (2015). Does Selling Non-Audit 
Services Impair Auditor Independence? New Research Says , “‘ Yes .’” 
Current Issues in Auditing, 9(2), 1–6. http://doi.org/10.2308/ciia-51168 

Chan, K. H., Lin, K. Z., & Mo, P. L. (2006). A Political–economic Analysis of 
Auditor Reporting and Auditor Switches. Review of Accounting Studies, 
11(1), 21–48. http://doi.org/10.1007/s11142-006-6394-z 

Chin, C., Tsao, S., & Chi, H. (2007). Non-audit Services and Bias and Accuracy 
of Voluntary Earnings Forecasts Reviewed by Incumbent CPAs. Corporate 
Governance, 15(4), 661–676. 

Citron, D. B., & Taffler, R. J. (2001). Ethical Behaviour in the U . K . Audit 
Profession : The Case of the Self-Fulfilling Prophecy Under Going-Concern 
Uncertainties. Journal of Business Ethics, 29, 353–363. 

Clifford, P., & Evans, R. (1997). Non-Executive Directors: A Question of 
Independence. Corporate Governance, 5(4), 224–231. 
http://doi.org/10.1111/1467-8683.00064 

Companies Act 2016, Law of Malaysia 1–577. Retrieved from 
http://defensewiki.ibj.org/images/c/cc/Malaysian_Constitution.pdf 

Costello, A. B., & Osborne, J. W. (2005). Best Practices in Exploratory Factor 
Analysis: Four Recommendations for Getting the Most From Your Analysis. 
Practical Assessment Research and Evalution, 10(7), 1–9. 
http://doi.org/10.1111/j.1442-9993.2009.02074.x 

Crouch, H. (1996). Government and Society in Malaysia. Ithaca, NY. 

Dart, E. (2011). UK Investors perception of auditor independence. The British 
Accounting Review, 43(2011), 173–185. Retrieved from 
http://dx.doi.org/10.1016/j.bar.2011.06.003 

DeAngelo, L. E. (1981). Auditor independence, “low-balling” and disclosure 
regulations. Journal of Accounting and Economics, 3(August), 113–127. 

Dechow, Patricia, M., Sloan, R. G., & Sweeney, A. P. (1996). Causes and 
consequences of earnings manipulation: An analysis of firms subject to 
enforcement actions by the SEC. Contemporary Accounting Research, 13, 
1–36. 

Defond, M. L., Raghunandan, K., & Subramanyam, K. R. (2002). Do Non-audit 
service fees impair auditor independence? Evidence from going concern 
audit. Journal of Accounting Research, 40(4, Sept), 1248–1274. 

DeFond, M. L., Raghunandan, K., & Subramanyam, K. R. (2002). Do Non-Audit 



© C
O

UPM

147 
 
 
 

Service Fees Impair Auditor Independence? Evidence from Going Concern 
Audit Opinions. Journal of Accounting Research, 40(4), 1247–1274. 
http://doi.org/10.1111/1475-679X.00088 

DeFond, M., & Zhang, J. (2014). A review of archival auditing research. Journal 
of Accounting and Economics, 58(2–3), 275–326. 
http://doi.org/10.1016/j.jacceco.2014.09.002 

DeZoort, F. T., Hermanson, D. R., & Houston, R. W. (2003). Audit committee 
support for auditors: The effects of materiality justification and accounting 
precision. Journal of Accounting and Public Policy, 22(2), 175–199. 
http://doi.org/10.1016/S0278-4254(03)00007-3 

Dontoh, A., Ronen, J., Sarath, B. (2004). Financial Statements Insurance, NYU 
Stern School of Business, New York, NY, available at. NYU Stern School of 
Business, New York, NY. Retrieved from ssrn: 
http://ssrn.com/abstract=303784 

Dopuch, N., King, R. R., Schwartz, R., Bell, T., Kadous, K., Kinney, B., … 
Nelson, M. (2003). Independence in Appearance and in Fact : An 
Experimental Investigation. Contemporary Accounting Research, 39(1), 79–
117. 

Doty, D. H., & Glick, W. H. (1998). Common methods bias: Does common 
methods variance really bias results? Organizational Research Methods, 
1(4), 374–406. http://doi.org/10.1177/109442819814002 

Dykxhoorn, H. J., & Sinning, K. E. (1982). Perceptions of auditor independence: 
its perceived effect on loan and investment decisions of German financial 
statement users. Accounting, Organizations and Society, 7(4), 1982. 

Ebimobowei, A. (2011). Non-Audit Services and the Impairment of Auditors’ 
Independence: A Further Examination. Pakistan Journal of Social Sciences, 
8(2), 100–107. 

Effiezal Aswadi, A. W., Mazlina, M. Z., & James, K. (2011). Political 
connections, corporate governance and audit fees in Malaysia. Managerial 
Auditing Journal, 26(5), 393–418. 
http://doi.org/10.1108/02686901111129562 

Efrati, A. (2009). Accountant arrested for sham audit. Wall Street Journal. 

Eichenseher, J. W. (1995). Additional factors in audit pricing – new evidence 
from Malaysia. Accounting Business Review, 2(1), 1–26. 

Eijffinger, S. C. W., Hoeberichts, M., & Schaling, E. (2000). A Theory of Central 
Bank Accountability. Discussion Paper, Tilburg University, Center for 



© C
O

UPM

148 
 
 
 

Economic Research, 1998–2103. 

Eilifsen, A., Austen, L. A., & Messier, W. F. (2000). (2000), “Characteristics of 
auditor detected misstatements: evidence from Norwegian audits”, Georgia 
State University, Atlanta, GA, working paper, . Atlanta, GA. 

Elliott, A. C., & Woodward, W. A. (2007). Statistical Analysis Quick Reference 
Guidebook. SAGE. http://doi.org/10.4135/9781412985949 

Faaland, J., Parkinson, J., & Saniman, R. (1990). Growth and Ethnic Inequality: 
Malaysia’s New Economic Policy. London. 

Faboyede, S., & Mukoro, D. (2012). Financial Statement Insurance: Restoring 
Investor Confidence in Nigerian Banks. Research in Finance and 
Accounting, 3(5), 140–151. 

Fabrigar, L. R., Wegener, D. T., MacCallum, R. C., & Strahan, E. J. (1999). 
Evaluating the use of exploratory factor analysis in psychological research. 
Psychological Methods, 4(3), 272–299. http://doi.org/10.1037/1082-
989X.4.3.272 

Faccio, M., Masulis, R. W., & McConnell, J. J. (2006). Political Connections and 
Corporate Bailout. Journal of Finance, 61(6), 2597–2635. 

Fama, E. F., & Jensen, M. C. (1983). Separation of Ownership and Control. 
Journal of Law and Economics, 26(2), 301–325. 

Feldmann, D., & Read, W. J. (2013). Going-concern audit opinions for bankrupt 
companies – impact of credit rating. Managerial Auditing Journal, 28(4), 
345–363. http://doi.org/10.1108/02686901311311936 

Ferguson, M. J., Seow, G. S., & Young, D. (2004). Nonaudit Services and 
Earnings Management: UK Evidence. Contemporary Accounting Research, 
21(4), 813–841. http://doi.org/10.1506/MFV5-9T3Q-H5RK-VC20 

Firth, M. (1980). Perceptions of Auditor Independence and Official Ethical 
Guidelines. The Accounting Review, 55(3), 451–466. 

Firth, M. (2002). Auditor-provided consultancy services and their associations 
with audit fees and audit opinions. Journal of Business Finance and 
Accounting, 29(5), 661–693. 

Firth, M., Rui, O. M., & Wu, X. (2012). How Do Various Forms of Auditor 
Rotation Affect Audit Quality? Evidence from China. International Journal of 
Accounting, 47(1), 109–138. http://doi.org/10.1016/j.intacc.2011.12.006 

Flaming, L. J. (2002). The effect of non-audit services on investor judgments 



© C
O

UPM

149 
 
 
 

about auditor independence, auditor knowledge, audit quality and 
investment. University of Oklahoma. 

Flint. D. (1988). Philosophy and Principles of Auditing: An introduction,. London, 
Macmillan Education LTD. 

Francis, J. R., & Ke, B. (2006). Disclosure of fees paid to auditors and the 
market valuation of earnings surprises. Review of Accounting Studies, 
11(4), 495–523. http://doi.org/10.1007/s11142-006-9014-z 

Francis, J. R., & Stokes, D. J. (1986). Audit Prices , Differentiation , Economies : 
Further the Australian Product and Scale Evidence from Market. Journal of 
Accounting Research, 24(2), 383–393. 

Frankel, R. M., Johnson, M. F., & Nelson, K. K. (2002). The relation between 
auditors’ fees for nonaudit services and earnings management. The 
Accounting Review, 77(Supplement), 71–105. 

Franzel, J. M. (2014). A decade after Sarbanes-Oxley: The need for ongoing 
vigilance, monitoring, and research. Accounting Horizons, 28(4), 917–930. 
http://doi.org/10.2308/acch-50868 

Geiger, M. A., Raghunandan, K., & Rama, D. V. (1998). Going-Concern Audit 
Report Recipients Before and After SAS No. 59, National Public 
Accountant. National Public Accountant, (59), 24–25. 

Geiger, M., & Raghunandan, K. (2002). Auditor Tenure and Audit Quality. 
Auditing. A Journal of Practice and Theory, 21(March), 187–196. 

Godfrey, J., Hodgson, A., & Holmes, S. (2003). Accounting Theory (5th ed.). 
Milton: Wiley. 

Goldman, A., & Barlev, B. (1974). The auditor-firm conflict of interest: its 
implications for independence. The Accounting Review, 49, 707–718. 

Gore, P., Pope, P., & Singh, A. (2001). Non-Audit Services , Auditor 
Independence and Earnings Management. 

Gramling, A. A., & Karapanos, V. (2008). Auditor Independence: A Focus on the 
SEC Independence Rules. Issues in Accounting Education, 23(2), 247–
260. http://doi.org/10.2308/tnae.2008.23.2.17 

Gul, F. A. (1989). Accounting , Auditing & Accountability Journal Emerald 
Article : Bankers â€TM Perceptions of Factors Affecting 
AuditorIndependence. Accounting, Auditing & Accountability Journal, 2(3), 
40–51. 



© C
O

UPM

150 
 
 
 

Gul, F. A. (1991). Size of Audit Fees and Perceptions of Auditors â€TM Ability to 
Resist Management Pressure in Audit Conflict Situations. Abacus, 27(2), 
162–172. http://doi.org/10.1111/j.1467-6281.1991.tb00264.x 

Gul, F. A., Jaggi, B. L., & Krishnan, G. V. (2007). Auditor Independence: 
Evidence on the Joint Effects of Auditor Tenure and Nonaudit Fees. 
Auditing: A Journal of Practice & Theory, 26(2), 117–142. 

Gul, F. A., Kim, J.-B., & Qiu, A. A. (2010). Ownership concentration, foreign 
shareholding, audit quality, and stock price synchronicity: Evidence from 
China. Journal of Financial Economics, 95(3), 425–442. 
http://doi.org/10.1016/j.jfineco.2009.11.005 

Gul, F. A., Srinidhi, B., & Ng, A. C. (2011). Does board gender diversity improve 
the informativeness of stock prices? Journal of Accounting and Economics, 
51(3), 314–338. http://doi.org/10.1016/j.jacceco.2011.01.005 

Gul, F. A., & Yap, T. H. (1984). The Effects of Combined Audit and 
Management Services on Public Perception of Auditor Independence in 
Developing Countries the Malaysian Case. The International Journal of 
Accounting Education and Research, 20(1), 95–108. 

Gwilliam, D., & Kilcommins, M. (1998). The Impact of Audit Firm Size and Audit 
Committee on Perceptions of Auditor Independence and Financial 
Statement Reliability in Ireland. The Irish Accounting Review, 5, 23–56. 

Hair, J. F., Tatham, R., & Anderson, R. E. (2006). Cram 101 Textbook Outlines 
to Accompany : Multivariate Data Analysis (5th ed.). Academic Internet 
Publication. 

Haniffa, R., & Cooke, T. (2002). Corporate governance and disclosure in 
Malaysian Corporations. Abacus, 38(3), 317–349. 

Haron, H., Hartadi, B., Ansari, M., & Ismail, I. (2009). Factors Influencing 
Auditors Going Concern Opinion. Asian Academy of Management Journal, 
14(1), 1–19. 

Hay, D., & Knechel, W. R. (2004). Evidence on the Association among 
Elements of Control and External Assurance", , University of Auckland. 

Hill, D. J., Mittal., C. P., & Kulasingham, L. T. (1989). Accountability and Control 
of Public Enterprises. Asian Organization of Supreme Audit Institutions 
(ASOSAI). Kuala Lumpur. 

Hodge, F. D. (2003). Investors’ perceptions of earnings quality, auditor 
independence, and the usefulness of audited financial information. 
Accounting Horizons. http://doi.org/10.2308/acch.2003.17.s-1.37 



© C
O

UPM

151 
 
 
 

Hooks, J., Coy, D., & Davey, H. (2001). Pacific Accounting Review Emerald 
Article : The Annual Reports of New Zealand Electricity Companies : 
Assessing Quality The Annual Reports of New Zealand Electricity 
Companies : Assessing Quality. Pacific Accounting Review, 13(2), 35–69. 
http://doi.org/http://dx.doi.org/10.1108/eb037960 

Hörner, S., & Leidner, J. J. (2016). Economic Importance of the Client : When 
Do Shareholders Care about Auditor Independence ? . Retrieved from 
https://ssrn.com/abstract=2760886 

Hu, Q., Dinev, T., Hart, P., & Cooke, D. (2012). Managing employee compliance 
with information security policies: The critical role of top management and 
organizational culture. Decision Sciences, 43(2012), 615–660. 
http://doi.org/10.1017/CBO9781107415324.004 

Hu, Y., & Izumida, S. (2008). The Relationship between Ownership and 
Performance : A Review of Theory and Evidence. International Business 
Research, 1(4), 72–81. 

Humphrey, C., Loft, A., & Wood. (2009). The global audit profession and the 
international financial architecture: Understanding regulatory relationships 
at a time of financial crisis. Accounting, Organizations and Society, 34(6–7), 
810–825. 

Hung Chan, K., & Mo, P. L. L. (1998). Ownership effects on audit-detected error 
characteristics: An empirical study in an emerging economy. The 
International Journal of Accounting, 33(2), 235–261. 
http://doi.org/10.1016/S0020-7063(98)90028-0 

Hunt, A. K., & Lulseged, A. (2007). Client importance and non-Big 5 auditors’ 
reporting decisions. Journal of Accounting and Public Policy, 26(2), 212–
248. http://doi.org/10.1016/j.jaccpubpol.2007.02.001 

ICAEW. (2005). Agency Theory and the Role of Audit, London. Institute of 
Chartered Accountants in England and Wales, London. 

Jackson-Heard, M. F. (1987). The Effect of Audit Committee and Other Selected 
Factors on the Perception of Auditor Independence. New York University. 

Jensen, H. L., & Yiu, K. (1995). Audit independence and Confucian values. In 
Proceedings of the Seventh Asian-Pacific Conference in International 
Accounting Issues. California State University, Fresno, CA. 

Jerzemowska, M. (2006). The Main Agency Problems and Their Consequences. 
Acta Oeconomica Pragensia, 14(3), 9–17. 



© C
O

UPM

152 
 
 
 

Jesudason, J. V. (1990). Ethnicity and the Economy: The State, Chinese 
Business, and Multinationals in Malaysia. Singapore. 

Jiang, L., & Kim, J.-B. (2004). Foreign Equity Ownership and Information 
Asymmetry: Evidence from Japan. Journal of International Financial 
Management and Accounting, 15(3), 185–211. 
http://doi.org/10.1111/j.1467-646X.2004.00107.x 

John Ori. (2009). External auditing of financial statements: Its importance to 
your company and business. Business Accent, (February). 
http://doi.org/10.1017/CBO9781107415324.004 

Johnson, L. E., Davies, S. P., & Freeman, R. J. (2002). The effect of seasonal 
variations in auditor workload on local government audit fees and audit 
delay. Journal of Accounting and Public Policy, 21(4–5), 395–422. 
http://doi.org/10.1016/S0278-4254(02)00068-6 

Johnson, V. E., Khurana, I. K., & Reynolds, J. K. (2002). Audit-Firm Tenure and 
the Quality of Financial Reports. Contemporary Accounting Research, 
19(4), 637–660. http://doi.org/10.1506/LLTH-JXQV-8CEW-8MXD 

Jones, F. L. (1996). The information content of the auditor’s going concern 
evaluation. Journal of Accounting and Public Policy, 15(1), 1–27. 
http://doi.org/10.1016/0278-4254(95)00062-3 

Kaplan, S. E., & Mauldin, E. G. (2008). Auditor rotation and the appearance of 
independence: Evidence from non-professional investors. Journal of 
Accounting and Public Policy, 27(2), 177–192. 
http://doi.org/10.1016/j.jaccpubpol.2008.01.004 

Kaplan, S. E., & Williams, D. D. (2012). The changing relationship between 
audit firm size and going concern reporting. Accounting, Organizations and 
Society, 37(5), 322–341. http://doi.org/10.1016/j.aos.2012.05.002 

Kaplan, S. E., & Williams, D. D. (2013). Do going concern audit reports protect 
auditors from litigation? A simultaneous equations approach. Accounting 
Review, 88(1), 199–232. http://doi.org/10.2308/accr-50279 

Kardos, D. (2009). KPMG is sued over New Century. Wall Street Journal. 

Kelton, A., & Yang, Y. (2008). The impact of corporate governance on Internet 
financial reporting. Journal of Accounting & Public Policy, 27(1), 62–87. 

Kevin, K., Shiva, R., & Suraj, S. (2011). Non-Audit Services and Auditor 
Independence: Evidence from 1978-80. Avaliiable at 
https://www0.gsb.columbia.edu/mygsb/faculty/research/pubfiles/12941/Rajg
opal_nonaudit.pdf, 1–46. 



© C
O

UPM

153 
 
 
 

Khurana, I. K., & Raman, K. K. (2006). Do Investors Care about the Auditor’s 
Economic Dependence on the Client? Contemporary Accounting Research, 
23(4), 977–1016. http://doi.org/10.1506/D171-8534-4458-K037 

Kinney, W. R., & McDaniel, L. S. (1989). Characteristics of firms correcting 
previously reported quarterly earnings. Journal of Accounting and 
Economics, 11(1), 71–93. http://doi.org/http://dx.doi.org/10.1016/0165-
4101(89)90014-1 

Knapp, M. C. (1985). Audit Conflict: An Empirical Study of the Perceived Ability 
of Auditors to Resist Management Pressure. The Accounting Review, 
LX(2), 202–211. 

Knechel, Robert W; Krishnan, Gopal V; Pevzner, Mikhail; Shefchik, Lori B; 
Velury, U. K. (2013). Audit Quality: Insights from the Academic Literature. 
Auditing: A Journal of Practice & Theory A Journal of Practice & Theory, 
32(October 2012), 385–421. http://doi.org/10.2308/ajpt-50350 

Knechel, W. R., & Vanstraelen, A. (2007). The relationship between auditor 
tenure and audit quality implied by going concern opinions. Auditing, 26(1), 
113–131. http://doi.org/10.2308/aud.2007.26.1.113 

Krishnamurthy, S., Zhou, J., & Zhou, N. a N. (2006). Auditor Reputation, Auditor 
Independence, and the Stock-Market Impact of Andersen’s Indictment on 
Its Client Firms. Contemporary Accounting Research, 23(2), 465–490. 
http://doi.org/10.1506/14P1-5QRR-1NAF-3CE1 

Krishnan, J., Krishnan, J., & Stephens, R. G. (1996). The Simultaneous Relation 
Between Auditor Switching and Audit Opinion: An Empirical Analysis. 
Accounting and Business Research, 26(3), 224–236. 
http://doi.org/10.1080/00014788.1996.9729513 

Krishnan, J., Zhang, Y., & Sami, H. (1999). Does the Provision of Non-Audit 
Services Impair Auditor Independence? International Journal of Auditing, 
3(1), 29–40. http://doi.org/10.1111/1099-1123.00047 

Ku Nor Izah, K. I., & Shamsul Nahar, A. (1998). Mandatory Disclosure in the 
Annual Reports of General Insurers in Malaysia. Analisis, 5(1&2), 47–66. 

Lavin, D. (1976). Perceptions of the independence of the auditor. The 
Accounting Review, (January), 41–50. 

Lee, T., & Tweedie, D. P. (1977). The Private Shareholder and The Corporate 
Report. ICAEW. 

Lee, T., & Tweedie, D. P. (1981). The Institutional Investor and Financial 
Information. ICAEW, 1981. 



© C
O

UPM

154 
 
 
 

Levitan, A., & Knoblett, J. (1985). Indicators of Exceptions to the Going Concern 
Assumption. Auditing. Retrieved from Business Source Premier database. 

Li, C. (2009). Does Client Importance Affect Auditor Independence at the Office 
Level? Empirical Evidence from Going-Concern Opinions. Contemporary 
Accounting Research, 26(1), 201–230. http://doi.org/10.1506/car.26.1.7 

Li, C., Masli, A., Xu, Q., & Xu, Y. (2015). Investor sentiment and auditors’ 
issuance of going concern opinions. 

Lin, J. W., Li, J. F., & Yang, J. S. (2006). The effect of audit committee 
performance on earnings quality. Managerial Auditing Journal, 21(9), 921–
933. http://doi.org/10.1108/02686900610705019 

Lombardi, D. R., Bloch, R., & Vasarhelyi, M. a. (2014). The Current State and 
Future of the Audit Profession. Current Issues in Auditing, 9(1), 
141229070231001. http://doi.org/10.2308/ciia-50988 

Louwers, T. J., Messina, F. M., & Richard, M. . (1999). (1999). The Auditor’s 
Going-Concern Disclosure as a Self-Fulfilling Prophecy: A Discrete-Time 
Survival Analysis. Decision Sciences, (Summer): 805-824. Decision 
Sciences, (Summer), 805–824. 

Lowe, J., & Pany, K. (1995). CPA performance of consulting engagements with 
audit client: Effects on Financial Statement Users’ Perceptions and 
Decision". Auditing: A Journal of Practice & Theory, 14, 35–53. 

Maccallum, R. C. R. C., Widaman, K. F. K. F., Preacher, K. J. K. J., & Hong, S. 
(2001). Sample Size in Factor Analysis : The Role of Model Error Sample. 
Multivariate Behavioral Research, 36(4), 611–637. 
http://doi.org/10.1207/S15327906MBR3604 

MacCallum, R. C., Widaman, K. F., Zhang, S., & Hong, S. (1999). Sample size 
in factor analysis. Psychological Methods, 4(1), 84–99. 
http://doi.org/http://dx.doi.org/10.1037/1082-989X.4.1.84 

MacCallum, R. C., Zhang, S., Preacher, K. J., & Rucker, D. D. (2002). On the 
practice of dichotomization of quantitative variables. Psychological 
Methods, 7(1), 19–40. http://doi.org/10.1037/1082-989X.7.1.19 

Macdonald, Z. (2001). Revisiting the dark figure: A microeconometric analysis of 
the under-reporting of property crime and its implications. British Journal of 
Criminology, 41(1), 127–149. http://doi.org/10.1093/bjc/41.1.127 

Malaysia, Securities. commission. Malaysian code on corporate governance 
2016 (2016). Securities Commission Malaysia. 



© C
O

UPM

155 
 
 
 

Malaysian Institute of Accountants. Malaysian Approved Standards on Auditing 
(2007). Malaysia. 

Marciukaityte, D., Szewczyk, S. H., & Varma, R. (2009). Voluntary vs, forced 
financial restatements: the role of board independence. Financial Analysts 
Journal, 65(5), 51–65. 

Mautz, R. K., & Sharaf, H. A. (1961). The philosophy of auditing, Monograph 
No.6, American Accounting Association. 

McKeown, J., Mutchler, J., & Hopwood, W. (1991). Towards an explanation of 
auditor failure to modify the audit opinions of bankrupt companies. Auditing: 
10 (): . Auditing: A Journal of Practice & Theory A Journal of Practice & 
Theory, 10(Supplement), 1–13. 

McKinley, S., Pany, K., & Reckers, P. M. J. (1985). An Examination of the 
Influence of CPA Firm Type, Size , and MAS Provision on Loan Officer 
Decisions and Perceptions. Journal of Accounting Research, 23(2), 887–
896. 

Menon, K., & Schwartz, K. B. (1978). An empirical investigation of audit 
qualification decisions in the presence of going concem uncertainties *. 
Contemporary Accounting Research, 3(2), 302–315. 

Menon, K., & Williams, J. D. (1994). The Use of Audit Committees for 
Monitoring. Journal of Accounting & Public Policy, 13, 121–139. 

Messier, W. F., & Hansen, J. V. (1988). Inducing Rules for Expert System 
Development : An Example Using Default and Bankruptcy Data. 
Management Science, 34(12), 1403–1415. 

Mohamad, S., Hassan, T., & Chen, C. M. (2006). Impact of political-business 
relationship: Ownership patterns and corporate performance in Malaysia. In 
AFA/FMA 2006 Meeting,. Auckland, New Zealand. 

Mohamed, D. M., & Habib, M. H. (2014). Auditor independence , audit quality 
and the mandatory auditor rotation in Egypt. Education, Business and
Society: Contemporary Middle Eastern Issues, 6(2), 116–144. 
http://doi.org/10.1108/EBS-07-2012-0035 

Moore, D.A., Tetlock, P.E., Tanlu, L., Bazerman, M. H. (2006). Conflict of 
interest and the case of auditor independence: moral seduction and 
strategic issue cycling. Academy of Management Review, 31, 10–29. 

Mutchler, J. F. (1984). Auditors’ perceptions of the going-concern opinion 
decision. Auditing: A Journal of Practice & Theory, 3(Spring), 17–30. 



© C
O

UPM

156 
 
 
 

Myers, J. N., Myers, L. A., Palmrose, Z.-V., & Scholz, S. (2003). The Length of 
Auditor-Client Relationships and Financial Statement Restatements. The 
Accounting Review, 78(3), 779–799. 

Nelson, M. W., Elliott, J. A., & Tarpley, R. L. (2002). Evidence Auditors about 
Auditors â€TM Earnings Managers â€TM and Decisions Management. The 
Accounting Review, 77, 175–202. 

Nogler, G. E. (2004). Long-term effects of the going concern opinion. 
Managerial Auditing Journal, 19(5), 681–688. 
http://doi.org/10.1108/02686900410537793 

Nur Barizah, A. B., Abdul Rahim, A. R., & Hafiz Majdi, A. R. (2005). Factors 
influencing auditor independence: Malaysian loan officers’ perceptions. 
Managerial Auditing Journal, 20(8), 804–822. 
http://doi.org/10.1108/02686900510619665 

Nur Barizah, A. B., & Maslina, A. (2009). Auditor Independence : Malaysian 
Accountants ’ Perceptions. International Journal of Business and 
Management, 4(12), 129–141. 

Özcan, A. (2016). Determining Factors Affecting Audit Opinion : Evidence from 
Turkey. International Journal of Accounting and Financial Reporting, 6(2), 
45–62. http://doi.org/10.5296/ijafr.v6i2.9775 

Palmrose, Z.-V., & Scholz, S. (2000). Restated Financial Statements and 
Auditor Litigation. http://doi.org/http://dx.doi.org/10.2139/ssrn.248455 

Pany, K., & Reckers, P. M. J. (1980). The effects of gifts, discounts and client 
size on perceived auditor independence. The Accounting Review, LV(1), 
50–61. 

Pearson, M. A. (1980). A profile of the “big eight” independence position. Baylor 
Business Studies, 11, 7–27. 

Podsakoff, P. M., MacKenzie, S. B., Lee, J.-Y., & Podsakoff, N. P. (2003). 
Common method biases in behavioral research: a critical review of the 
literature and recommended remedies. The Journal of Applied Psychology, 
88(5), 879–903. http://doi.org/10.1037/0021-9010.88.5.879 

Podsakoff, P. M., Mackenzie, S. B., & Podsakoff, N. P. (2012). Sources of 
Method Bias in Social Science Research and Recommendations on How to 
Control It. Annual Review of Psychology, 63(August), 539–569. 
http://doi.org/10.1146/annurev-psych-120710-100452 

Poon, W. P. H., & Evans, D. A. (2013). Regulation fair disclosure’s effect on the 
information content of bond rating changes. European Financial 



© C
O

UPM

157 
 
 
 

Management, 19(4), 775–800. http://doi.org/10.1111/j.1468-
036X.2011.00612.x 

Pratt, M. J., & Peursem, K. Van. (1993). Towards conceptual framework for 
auditing. Accounting Education: An International Journal, 2(1), 11–32. 
http://doi.org/10.1080/09639289300000002 

Puan, Y., Kent, P., & Clarkson, P. (2006). Governance structures, ethnicity, and 
audit fees of Malaysian listed firms. Managerial Auditing Journal, 21(7), 
757–782. http://doi.org/10.1108/02686900610680530 

Quick, R., & Warming-Rasmussen, B. (2015). An experimental analysis of the 
effects of non-audit services on auditor independence in appearance in the 
european union: Evidence from Germany. Journal of International Financial 
Management and Accounting, 26(2), 150–187. 
http://doi.org/10.1111/jifm.12026 

Ratzinger-Sakel, N. V. S., Ratzinger-Sakel, & Nicole, V. S. (2013). Nicole and 
Ratzinger Sakel 2013 NAS n AI. A Journal of Practice and Theory, 32(4), 
129–168. http://doi.org/10.2303/ajpt-50532 

Read, W. J. (2015). Auditor Fees and Going Concern Reporting Decisions on 
Bankrupt Companies: Additional Evidence. Current Issues in Auditing, 9(1), 
150326104006003. http://doi.org/10.2308/ciia-51109 

Reynolds, K. J. and Francis, J. R. (2000). xxDoes size matter? The influence of 
large clients on office level auditor reporting decisions. Journal of 
Accounting and Economics, 30, 375–400. 

Reynolds, J. K., & Francis, J. R. (2001). Does size matter? The influence of 
large clients on office-level auditor reporting decisions. Journal of 
Accounting and Economics, 30, 375–400. 

Richard, C. (2006). “Why an auditor can’t be competent and independent: a 
French case study.” European Accounting Review, 15(2), 153–179. 

Rodgers, W., Guiral, A., & Gonzalo, J. A. (2009). Different Pathways that 
Suggest Whether Auditors’ Going Concern Opinions are Ethically Based. 
Journal of Business Ethics, 86(3), 347–361. 

Ruiz-barbadillo, E., Gómez-Aguilar, N., Fuentes-Barbera, C. De, & Garcia-
Benau, M. A. (2004). Audit quality and the going- concern decision-making 
process : Spanish evidence. European Accounting Review, 13(4), 597–620. 

Salehi, M., Alley, N., Hidaj, & Zanjan. (2009). Non-Audit Service and Audit 
Independence : Evidences from Iran. International Journal of Business and 
Management, 4(2), 142–152. 



© C
O

UPM

158 
 
 
 

Schmidt, J. J. (2012). Perceived Auditor Independence and Audit Litigation: The 
Role of Nonaudit Services Fees. The Accounting Review, 87(3), 1033–
1065. http://doi.org/10.2308/accr-10217 

Securities Commission Act 1993. Malaysia: Securities Commission Malaysia. 

Shamsul Nahar, A. (2006). Board structure and ownership in Malaysia: the case 
of distressed listed companies. Corporate Governance, 6(5), 582–594. 
http://doi.org/10.1108/14720700610706072 

Sharma, D. S., & Sidhu, J. (2001). Professionalism vs Commercialism : The 
Association Between Non- Audit Services ( NAS ) and Audit Independence. 
Journal of Business Finance & Accounting, 28(5 & 6), 595–629. 

Shockley, R. (1981). Perceptions of Auditors’ Independence: An Empirical 
Analysis. The Accounting Review, LVI(4), 785–800. 

Simunic, D. (1984). Auditing, consulting, and auditor independence. Journal of 
Accounting Research, 22, 679–702. 

Solomon, S., Reckers, P. M. J., & Lowe, D. J. (2005). The Impact of 
Management Image and Non-Audit Service Fees on Investors’ Perceptions 
of Earnings Quality. Advances in Accounting, 21, 199–216. 

Stamp, E., and Moonitz, M. (1982). International Auditing Standards: Part I. 
CPA Journal, 24–32. 

Stanton, P., & Stanton, J. (2002). Corporate annual reports: research 
perspectives used. Accounting, Auditing & Accountability Journal, 15(4), 
478–500. http://doi.org/10.1108/09513570210440568 

Stice, E. K., & Stice, J. D. (2014). Intermediate Accounting 19th Edition (19th 
editi). Mason, Ohio: South-Western Cengage Learning. 

Sutton, M. H. (1997). Auditor independence: The challenge of fact and 
appearance. Accounting Horizons, 11(March), 86–91. 

Tagesson, T., & Öhman, P. (2015). To be or not to be – auditors’ ability to signal 
going concern problems. Journal of Accounting & Organizational Change, 
11(2), 175–192. http://doi.org/10.1108/JAOC-04-2013-0034 

Takiah, M. I., Syed Mohd. Ghazali Wafa, S. A. W., Selamat, K., & Rosiati, R. 
(1998). Disclosure of Materiality: The Practice of Malaysian Companies. 
Jurnal Pengurusan, 17, 55–68. 

Teoh, H. Y. (1990). Issues Facing the Accountancy Profession in Malaysia. The 
Malaysian Accountant, February, 27–31. 



© C
O

UPM

159 
 
 
 

Teoh, H. Y., & Lim, C. C. (1996). An empirical study of the effects of audit 
committees, disclosure of nonaudit fees, and other issues on audit 
independence: Malaysian evidence. Journal of International Accounting, 
Auditing and Taxation, 5(2), 231–248. http://doi.org/10.1016/S1061-
9518(96)90007-5 

Tsui, J., Subramaniam, N., & Hoy, J. S. (1994). The Effects of Audit Committees 
on Bankers’ Perceptions of Auditor Independence. Corporate Governance, 
2(2), 1994. 

Wang, Q., Wong, T. J., & Xia, L. (2008). State ownership, the institutional 
environment, and auditor choice: Evidence from China. Journal of 
Accounting and Economics, 46(1), 112–134. 
http://doi.org/10.1016/j.jacceco.2008.04.001 

Watkins, A. L., Hillison, W., & Morecroft, S. E. (2004). Audit Quality: A Synthesis 
of Theory and Empirical Evidence. Journal of Accounting Literature, 23, 
153–194. 

Watts, R. L., & Zimmerman, J. L. (1986). Positive Accounting Theory. 
Englewood Cliffs, N. J. Prentice Hall. 

Wei, C., Li, Z., & Li-chuan, T. (2008). Does the system of independent directors 
help improve the quality of accounting information: from the perspective of 
earnings conservatism. Chinese Business Review, 7, 49–55. 

Weidenbaum, M., & Hughes, S. (1996). The Bamboo Network – How Expatriate 
Chinese Entrepreneurs are Creating a New Economic Superpower in Asia. 
New York, NY. 

Weil, J. (2001). Multicultural education and genetic counseling. Clinical 
Genetics, 59(7), 143–149. http://doi.org/10.1034/j.1399-
0004.2001.590301.x 

Whitley, R. (1992). Business Systems in East Asia: Firms, Markets and 
Societies. London. 

Williamson, O. E. (1984). Corporate Governance. The Yale Law Journal, 93, 
1197–1230. 

Wines, G. (1994). Auditor independence, audit qualifications and the provision 
of non-audit services: A note. Accounting and Finance, 34(1), 75–86. 

Wolk, H. I., & Tearney, M. G. (1997). Accounting theory: A conceptual and 
institutional approach (4th ed., Vol. 692). Cincinnati, Ohio: South-Western 
Pub. 



© C
O

UPM

160 
 
 
 

Wu, Y., & Wu, C. (1980). Economic Development in South East Asia: The 
Chinese Dimension. Stanford, CA. 

Yang, L., Tang, Q., Kilgore, A., & Yi Hong, J. (2001). Auditor-Government 
Associations and Auditor Independence in China. The British Accounting 
Review, 33(2), 175–189. http://doi.org/10.1006/bare.2001.0162 

Young, C.-S., Tsai, L.-C., & Hsu, H.-W. (2008). The effect of controlling 
shareholders’ excess board seats control on financial restatements: 
evidence from Taiwan. Review of Quantitative Finance and Accounting, 
30(3), 297–314. http://doi.org/10.1007/s11156-007-0054-7 

Zhang, Y., Hay, D., & Holm, C. (2016). Non-audit services and auditor 
independence: Norwegian evidence. Cogent Business & Management, 
3(1), 1215223. http://doi.org/10.1080/23311975.2016.1215223 

Zhang, Y., Zhou, J., & Zhou, N. (2007). Audit Committee Quality , Auditor 
Independence , and Internal Control Weaknesses. Journal of Accounting & 
Public Policy, 26(3), 300–327. 
http://doi.org/http://dx.doi.org/10.1016/j.jaccpubpol.2007.03.001 

Zulkarnain, M. S. (2006).Perceived Auditor Independence and Size of Audit 
Firm.  Staff Paper 5/2006, Universiti Putra Malaysia. 

Zulkarnain, M. S., & Karbhari, Y. (2006). Audit , Non-Audit Services and Auditor 
Independence Zulkarnain Muhamad Sori. Staff Paper 3 / 2006 University 
Putra Malaysia. 

Zulkarnain, M. S., Shamsher, M., & Karbhari, Y. (2009). Audit Committee and 
Auditor Independence : The Bankers ’ Perception. International Journal of 
Economics and Management, 3(2), 317–331. 

 

 


