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1. INTRODUCTION

An audit of financial statements enhances the credibility of the accounting information of
companies that are required to publish their financial statements and annual reports. The
objective of an audit is to enable the auditor to express an opinion on whether the financial state-
ments have been prepared, in all material respects, in accordance with a given financial reporting
framework. This protects the interests of shareholders, creditors, investors, customers, business
partners, employees and the interested public. In principle, an audit is a service in the form of
a process of independently obtaining evidence to determine compliance between a company’s
claims and predetermined criteria and communicating the results to interested parties. Auditing
contributes to increasing the reliability of accounting information of those companies that are
required to publish financial statements and annual reports. The derived objective of auditing is
its moral and preventive effect against the occurrence of errors and fraud. Auditing therefore,
contributes significantly to the existence of reliable and comparable financial information about
accounting entities and to the efficient functioning of capital markets.

For further investigation, it is necessary to state a few facts. The European Parliament mandates
an audit of the financial statements of public interest entities, medium-sized and large enterprises
(Directive 2013/34/EU of the European Parliament and of the Council on the annual financial
statements, consolidated financial statements and related reports of certain types of undertakings).
At the same time, size indicators have been set for these categories of companies. EU countries
have set thresholds for indicators, after which an audit becomes mandatory.

According to a Eurobarometer survey, Europeans are skeptical about governments’ efforts to fight
corruption. Only a third of citizens believe that governments’ fight against corruption is effective. 68%
of citizens consider corruption to be widespread in EU Member States (European Commission, 2024).
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The article presents the thresholds of the indicators of companies in Central and Eastern European
(CEE) countries, changes in their settings since 2013, the number of corruption cases in 2016-2021,
and the Corruption Perceptions Index in the years 2013-2023 from Transparency International
(2024).

2. LITERATURE OVERVIEW

Several authors have examined various factors that influenced the perception of corruption and
revealed corruption cases in countries. The most frequently occurring factors were IFRS adoption,
auditing as an obligation, audit fees, the Code of Ethics, and internal control. Jeppesen (2019) states
that auditing is one of the eight pillars of the national integrity system against corruption. According
to this author, auditing is a tool for preventing and detecting corruption. The relationship between
the level of code of ethics quality and the amount of audit fees was examined by Duong et al. (2022).
These authors pointed to the finding that riskier clients are burdened with higher audit fees due to
higher audit risk. Mottinger (2024) observed a relation between corruption, audit fees, and report-
ing lags in 27 European countries. This author found that companies in more corrupt countries
pay higher fees for audits, and they have a longer period between the end of the fiscal year and the
auditor’s report. Sargiacomo et al. (2024) conducted a text analysis of media articles concerning
corruption in the healthcare sector in Italy. They announced that auditors and accountants should
be aware of their roles in the public interest in suppressing various forms of fraud and corruption.
Auditors who were more involved in anti-corruption activities usually received higher audit fees
for their efforts (Sarhan & Cowton, 2024). CPI and set audit thresholds compared to Ozbirecikli
et al. (2016) on the examples of Turkey, Japan and Albania. They concluded that audit thresholds
are too high in Turkey and too low in Albania. Audit thresholds in Japan approach the European
directive. The CPI index in these countries is almost incomparable. However, these authors did
not find a connection between the Corruption Perceived Index and the wrongdoings detected.
According to Hoque and Monem (2016), “the length of IFRS experience is negatively related to
perceived corruption in a country” (p. 363). Based on evidence, they confirmed that corruption
is perceived to be lower in countries that have adopted IFRS. The importance of Corporate Gov-
ernance and Corporate Boards for suppressing corruption, and also the finding that corruption is
lower in countries with higher accounting standards, is presented by Wu (2005).

3. RESEARCH OBJECTIVE AND METHODOLOGY

Directive 2013/34/EU of the European Parliament and of the Council on the annual accounts and
related reports of certain types of undertakings aims to take into account the administrative burden
on small and medium-sized enterprises, in addition to the provision of financial information. This
Directive is in line with the objective of the “Europe 2020 Strategy” to ensure smart, sustainable
and inclusive growth. The Directive also supports the internationalization of small and medi-
um-sized enterprises. The European Union aims to strike a fair balance between the interests of
users of financial statements and the interests of undertakings so that they are not overburdened by
reporting requirements. The annual financial statements form a single whole and include at least
the balance sheet, the profit and loss account, and the notes to the financial statements. It is still
true that the financial statements should be prepared with the principle of prudence (overvaluation
of assets and undervaluation of liabilities) and should faithfully and truthfully present the subject
of accounting. The financial statements therefore, show the financial situation and the results of
the company’s operations. The adopted directive ensures the harmonization of requirements for
small businesses throughout the EU and is based on the principle of “think small first”. Recital 43
of the Directive states that there is a need to audit annual accounts. However, the annual accounts
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of small undertakings should not be subject to an audit obligation, due to the potential administra-
tive burden. The reason is that in the case of small undertakings, shareholders and managers are
often the same persons. Article 34 (Chapter 8) stipulates that an auditor or auditors or audit firms
shall audit the financial statements of public-interest entities, medium-sized and large undertak-
ings. The audit shall include an opinion on whether the management report is consistent with the
financial statements and whether this report has been prepared in accordance with applicable
legal requirements, i.e. whether it complies with the legislation. The European Parliament has set
minimum criteria for undertakings, exceeding which an audit becomes mandatory. The following
table shows the classification of undertakings and boundaries which were set for audit performance
according to Directive 2013/34/EU The following table shows the sorting of businesses for the
performance of the audit according to Directive 2013/34/EU.

Table 1. Categories of undertakings for audit according to the Directive 2013/34/EU

Indicator Medium sized undertakings Large undertakings
Balance sheet Limitup to 25 000 000 € Value over 25 000 000 €
Net turnover Limit up to 50 000 000 € Value over 50 000 000 €
Average number of employees Limit up to 250 Over 250

Source: Own processing based on European Union (2013)

In the article, we use the data comparison method, data standardization, statistical calculation of
Z-Score and standard deviation, and correlation coefficient.

4, RESEARCH AND DISCUSSION
The countries of Central and Eastern Europe adjusted the minimal boundaries for the audit. The
following table provides an overview of the criteria for undertakings, when exceeded, an audit

is required.

Table 2. Minimal audit criteria set in countries of CEE as of December 31, 2024

Country Balance sheet in EUR Net turnover in EUR Average number of
employees
Bulgaria 2045200 4090 398 50
Croatia 2500 000 5000000 25
Czechia 1600 000 3200000 50
Hungary - 726 000 50
Poland 2500000 5000000 50
Romania 3500000 7000 000 50
Serbia - 4400000 -
Slovakia 4000000 8000000 50
Slovenia 4000000 8000000 50

Source: Own processing based on Accountancy Europe (2021)

The number of corruption cases registered in the EU is relatively low but growing (Eurojust, 2024).
The number of corruption cases registered in the EU (2016-2021) is in Table 3.

Table 3. Number of corruption cases in the EU in 2016-2021

Year 2016 2017 2018 2019 2020 2021
No. of cases 78 67 78 77 93 112

Source: Own processing based on Eurojust (2024)
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Registered corruption cases in CEE countries in 2016-2021 are also at relatively low levels.
Table 4 shows registered corruption cases (2016-2021) in CEE countries.
Table 4. Corruption cases in 2016-2021 in CEE countries

Corruption BG HR CZ HU PL RO RS SK SI
cases 38 37 34 34 32 88 12 28 14

Source: Own processing based on Eurojust (2024)

The tables show that the number of corruption cases is low for our analysis. For this reason, the
Corruption Perception Index (CPI) from Transparency International (2024) was used for our next
analysis. A Higher Score means that the country has a better position.

Table 5. Score of CPI in CEE countries:

CPI BG HR CZ HU PL RO RS SK SI
2013 41 48 48 54 60 43 42 47 57
2016 41 49 55 48 62 48 42 51 61
2020 44 47 54 44 56 44 38 49 60
2023 45 50 57 42 54 46 36 54 56

Source: Own processing based on Transparency International (2024)

Improved CPI positions (2013-2023) were in countries BG, HR, CZ, and SK. The decline in posi-
tion was in HU, PL, RO, RS, and SI.

Table 6 shows the changes in threshold values for the audit: Balance sheet, Net turnover, Average
number of employees (2013-2023).

Table 6. Changes in values of audit thresholds (2013-2023) in CEE countries

Audit BG HR CZ HU PL RO RS SK SI
threshold
va:zi:so s up up up down |unchanged| down |unchanged up down

Source: Own processing based on Accountancy Europe (2021)

Audit thresholds increased in countries BG, HR, CZ, and SK. The values were reduced in the
countries HU, RO, and SI. Countries PL and RS remained unchanged. The following graphs show
the development of the CPI and audit threshold for the Net turnover item in the period 2013 - 2023.
The Balance sheet item has the same development as Net turnover, and the Average number of
employees item is almost unchanged.

Research question: Several authors have addressed the importance of auditing as a tool for
detecting errors and fraud, or various wrongdoings (Jeppesen, 2019; Mottinger, 2024; Hoque
& Monem, 2016). However, they did not find a link with the set thresholds for the audit and the
number of cases of corruption or the corruption perception index. We found that the number of
revealed corruption cases is not enough for analysis, so we used a comparison of the thresholds
for the audit and the CPI. We have been researching developments in set thresholds since 2013
concerning CPI development.

RQ: Is there a relationship between thresholds set since 2013 and CPI development?
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The hypothesis is set:

Hypothesis One: We assume a relationship between audit thresholds set since 2013 and CPI
development in CEE countries.

We graphically illustrated the relationship between CPI and net turnover in countries. The growths
in both items (CPI and Net turnover) were in the BG, HR, CZ, and SK countries. The decline in
both items was in HU, RO, and SI. The decline in at least one item was in PL and RS.

For further analysis, we standardized CPI, Net turnover and Balance sheet data. We calculated
the Z-score, standard deviation, and correlation coefficient. The correlation coefficient for the
relationship between CPI and Net turnover is 0,364, which means a positive, slightly moderate
dependence. The correlation coefficient for the relationship between CPI and Balance sheet is 0,398,
which also means a positive, slightly moderate dependence. The results are shown in Figure 2.

We set the hypothesis: we assume a relationship between the audit thresholds set since 2013 and CPI
development in CEE countries. The correlation coefficient pointed to a slight positive dependence
between CPI and Net turnover, and also between CPI and Balance sheet data.
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Figure 1. The CPI and audit thresholds in CEE countries (2013 —2023)
Source: Own processing
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Figure 2. Dependence between CPI and Net turnover, CPI and Balance sheet
Source: Own processing

5. FUTURE RESEARCH DIRECTIONS
Future research could focus on the impact of other economic and social variables affecting CPI.

6. CONCLUSION

Several authors have investigated auditing as a tool for combating some so-called wrongdoings.
They have found a link between lower corruption rates and the use of IFRS in some countries. The
authors have also expressed the importance of Corporate Governance and Corporate Boards for
combating corruption. However, few authors have investigated the relationship between CPI and
set audit thresholds in countries Ozbirecikli et al. (2016). We set the hypothesis that we assume a
relationship between audit thresholds set since 2013 and CPI development in CEE countries. We
collected data on CPI, assessment items for audit thresholds (Net turnover, Balance sheet, and
Average number of employees), we standardized the data, calculated Z-score, and correlation coef-
ficient. The calculated correlation coefficient confirmed a positive, slightly moderate dependence
between CPI and Net turnover, and CPI and Balance sheet.
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