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Bank loan officers’ perceptions concerning independence, objectivity,
and reliability when external auditors also perform tax compliance

activities for nonpublic clients
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Conclusions and limitations

This study suggests that users of financial statements of
nonpublic companies are sensitive to ATS. Lending officers
generally perceive a significant difference in indepen-
dence and objectivity when the auditor also performed tax
compliance work for the audited entity (NO vs. ECO).
However, loan officers do not perceive a significant differ-
ence concerning the reliability of the auditor’s report on the
financial statements. Similar findings hold when we compare
the base case to the case where compliance services are also
performed for the executives (NO vs. EECO) with the ex-
ception that perceptions regarding the reliability of the
auditor’s report on the financial statements are also reduced
significantly. Relative to the dichotomous variable (“Do you
approve of the services provided by the auditor?”) differ-
ences between and among the groups are also significant
(NO vs. EECO, p =.000) or marginally significant (NO vs. ECO,
p=.081; ECO vs. EECO, p=.085). Less than a majority of bank
loan officers approved ATS.
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