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	 Variable
	Definition
	Data source

	DEG
	Degree Centrality
	See section 3.2
	Hand-collected and author-constructed

	EIGEN
	Eigenvector Centrality
	See section 3.2
	Hand-collected and author-constructed

	BET
	Betweenness Centrality
	See section 3.2
	Hand-collected and author-constructed

	PCA
	Principal component analysis
	See section 3.2
	Author-constructed

	PLACEBO_DEG
	DEG placebo variable
	Placebo variable based on DEG
	Author-constructed

	PLACEBO_EIGEN
	EIGEN placebo variable 
	Placebo variable based on EIGEN
	Author-constructed

	PLACEBO_BET
	BET placebo variable
	Placebo variable based on BET
	Author-constructed

	PLACEBO_PCA
	PCA Placebo variable 
	Placebo variable based on PCA
	Author-constructed

	OPINION_CAT
	Audit opinion 
	1 – unqualified, presented fairly; 2 – unqualified, with additional language; 3 – Qualified, fairly but concern; 4 – Adverse opinion; 5 no opinion
	Compustat

	CLEAN
	Audit opinion
	0 – qualified, adverse or non opinion ; 1 unqualified
	Compustat

	SIZE
	Firm size
	Logarithm of total assets (EUR)
	Compustat

	LEV
	Leverage
	Total liabilities/total assets
	Compustat

	ROA
	Return on assets
	EBIT/total assets
	Compustat

	EXP
	Foreign sales 
	Foreign sales/total sales 
	Compustat

	RECEI
	Receivables
	Receivable/total assets
	Compustat

	LOSS
	Loss
	Loss
	Compustat

	AF
	Audit fees 
	LogAF 
	Eikon

	AC_SIZE
	Audit Committee size
	Number of members in AC
	Bloomberg

	AC_MEET
	Audit Committee meetings
	Number of AC meeting
	Bloomberg

	B_MEET
	Board meetings
	Number of board meeting
	Bloomberg

	B_INDEP
	Board independence
	Number of directors in the AC
	Bloomberg

	BIG 4
	BIG 4
	1 if the firm is audited by a Big 4; 0 otherwise
	Bloomberg

	RLAW
	Rule of Law
	World Bank rule of law index
	World Bank data set
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Appendix II: Supplementary tables
Table 13: Placebo Logit Model
Estimated coefficients (std. errors) using the logit regression of equation (1). The dependent variable is CLEAN in all the regressions. The first row indicates the centrality measure used. All the estimations include year and industry-fixed effects and clustering by firm. See Appendix I for the definition of the variables. ***, **, * for 1%, 5% and 10% significance level.

	VARIABLES
	PLACEBO
_DEG
	PLACEBO
_EIGEN
	PLACEBO
_BET
	PLACEBO
_CLOS
	PLACEBO
_PCA
	PLACEBO
_N-SCORE

	Placebo centrality
	0.0142
	-0.0426
	-0.0402
	-0.0354
	-0.0244
	-0.0550

	
	(0.0836)
	(0.0861)
	(0.0814)
	(0.0716)
	(0.0494)
	(0.111)

	SIZE
	-0.240**
	-0.239**
	-0.239**
	-0.239**
	-0.239**
	-0.239**

	
	(0.120)
	(0.120)
	(0.120)
	(0.120)
	(0.120)
	(0.120)

	LEV
	0.514
	0.511
	0.511
	0.511
	0.511
	0.511

	
	(0.701)
	(0.702)
	(0.702)
	(0.702)
	(0.702)
	(0.702)

	ROA
	0.350
	0.367
	0.367
	0.367
	0.367
	0.367

	
	(2.168)
	(2.162)
	(2.162)
	(2.162)
	(2.162)
	(2.162)

	EXP
	0.282
	0.272
	0.272
	0.272
	0.272
	0.272

	
	(0.510)
	(0.508)
	(0.508)
	(0.508)
	(0.508)
	(0.508)

	RECEI
	-1.261
	-1.259
	-1.259
	-1.259
	-1.259
	-1.259

	
	(1.081)
	(1.076)
	(1.076)
	(1.076)
	(1.076)
	(1.076)

	LOSS
	-0.202
	-0.196
	-0.196
	-0.196
	-0.196
	-0.196

	
	(0.292)
	(0.294)
	(0.294)
	(0.294)
	(0.294)
	(0.294)

	LOSSt-1
	-0.318
	-0.318
	-0.318
	-0.318
	-0.318
	-0.318

	
	(0.245)
	(0.245)
	(0.245)
	(0.245)
	(0.245)
	(0.245)

	CLEANt-1
	3.020***
	3.022***
	3.022***
	3.022***
	3.022***
	3.022***

	
	(0.214)
	(0.214)
	(0.214)
	(0.214)
	(0.214)
	(0.214)

	AC_SIZE
	0.0631
	0.0639
	0.0639
	0.0639
	0.0639
	0.0639

	
	(0.0542)
	(0.0540)
	(0.0540)
	(0.0540)
	(0.0540)
	(0.0540)

	AC_MEET
	0.0392
	0.0391
	0.0391
	0.0391
	0.0391
	0.0391

	
	(0.0408)
	(0.0406)
	(0.0406)
	(0.0406)
	(0.0406)
	(0.0406)

	B_MEET
	-0.0313
	-0.0310
	-0.0310
	-0.0310
	-0.0310
	-0.0310

	
	(0.0272)
	(0.0269)
	(0.0269)
	(0.0269)
	(0.0269)
	(0.0269)

	B_INDEP
	1.934***
	1.933***
	1.933***
	1.933***
	1.933***
	1.933***

	
	(0.429)
	(0.428)
	(0.428)
	(0.428)
	(0.428)
	(0.428)

	BIG4
	1.545***
	1.539***
	1.539***
	1.539***
	1.539***
	1.539***

	
	(0.293)
	(0.292)
	(0.292)
	(0.292)
	(0.292)
	(0.292)

	AFt-1
	-0.0470
	-0.0473
	-0.0473
	-0.0473
	-0.0473
	-0.0473

	
	(0.104)
	(0.104)
	(0.104)
	(0.104)
	(0.104)
	(0.104)

	RLAW
	0.264
	0.265
	0.265
	0.265
	0.265
	0.265

	
	(0.223)
	(0.224)
	(0.224)
	(0.224)
	(0.224)
	(0.224)

	REST_LINKS
	-0.0276
	-0.0281
	-0.0281
	-0.0281
	-0.0281
	-0.0281

	
	(0.0666)
	(0.0665)
	(0.0665)
	(0.0665)
	(0.0665)
	(0.0665)

	LINKS_TOTAL
	-0.0657
	-0.0662
	-0.0662
	-0.0662
	-0.0662
	-0.0662

	
	(0.0608)
	(0.0608)
	(0.0608)
	(0.0608)
	(0.0608)
	(0.0608)

	Intercept
	0.299
	0.306
	0.329
	0.310
	0.308
	0.308

	
	(1.580)
	(1.584)
	(1.581)
	(1.584)
	(1.584)
	(1.584)

	Observations
	2,243
	2,243
	2,243
	2,243
	2,243
	2,243

	Pseudo R2
	0.4489
	0.4490
	0.4490
	0.4490
	0.4490
	0.4490





Table 14: Audit committee lagged centrality and audit opinion in logit model
Estimated coefficients (t-statistics) using the fixed-effects regression of equation (2). The dependent variable is CLEAN in all the regressions. The variables of network centrality have been lagged one year. All the estimations include year and industry-fixed effects clustering by firm. See Appendix I for the definition of the variables. ***, **, and * for 1%, 5%, and 10% significance level.

	
	DEGt-1
	EIGENt-1
	BETt-1
	CLOSt-1
	PCAt-1
	N-SCOREt-1

	CENTRALITY
	0.486***
	0.423***
	0.290***
	0.00821
	0.323***
	0.652***

	
	(0.124)
	(0.106)
	(0.108)
	(0.122)
	(0.0744)
	(0.136)

	SIZE
	-0.466***
	-0.411***
	-0.352**
	-0.355***
	-0.445***
	-0.403***

	
	(0.139)
	(0.136)
	(0.137)
	(0.136)
	(0.139)
	(0.137)

	LEV
	1.621*
	1.503*
	1.675**
	1.635**
	1.595*
	1.483*

	
	(0.841)
	(0.830)
	(0.833)
	(0.829)
	(0.840)
	(0.828)

	ROA
	-1.197
	-0.779
	-1.325
	-1.293
	-1.286
	-0.606

	
	(2.548)
	(2.501)
	(2.558)
	(2.500)
	(2.607)
	(2.555)

	EXP
	0.634
	0.664
	0.608
	0.634
	0.657
	0.590

	
	(0.504)
	(0.490)
	(0.484)
	(0.507)
	(0.487)
	(0.477)

	RECEI
	-3.498***
	-3.238**
	-3.155**
	-3.137**
	-3.388***
	-3.346**

	
	(1.243)
	(1.278)
	(1.294)
	(1.265)
	(1.296)
	(1.311)

	LOSS
	-0.306
	-0.253
	-0.312
	-0.313
	-0.275
	-0.253

	
	(0.327)
	(0.327)
	(0.325)
	(0.321)
	(0.329)
	(0.327)

	LOSSt-1
	-0.00520
	-0.0753
	-0.000850
	-0.0221
	-0.0281
	-0.0137

	
	(0.289)
	(0.287)
	(0.283)
	(0.279)
	(0.286)
	(0.282)

	CLEANt-1
	2.938***
	2.891***
	2.945***
	2.943***
	2.929***
	2.901***

	
	(0.218)
	(0.217)
	(0.222)
	(0.219)
	(0.218)
	(0.216)

	AC_SIZE
	0.0283
	0.0326
	0.0929
	0.0626
	0.0536
	0.0639

	
	(0.0611)
	(0.0619)
	(0.0621)
	(0.0609)
	(0.0608)
	(0.0600)

	AC_MEET
	0.0267
	0.0304
	0.0387
	0.0334
	0.0323
	0.0261

	
	(0.0501)
	(0.0499)
	(0.0471)
	(0.0483)
	(0.0491)
	(0.0485)

	B_MEET
	-0.0209
	-0.0278
	-0.0308
	-0.0302
	-0.0228
	-0.0235

	
	(0.0308)
	(0.0323)
	(0.0303)
	(0.0309)
	(0.0307)
	(0.0313)

	B_INDEP
	2.249***
	1.991***
	1.918***
	1.932***
	2.086***
	2.077***

	
	(0.520)
	(0.497)
	(0.480)
	(0.493)
	(0.500)
	(0.485)

	BIG4
	1.545***
	1.514***
	1.538***
	1.558***
	1.585***
	1.506***

	
	(0.396)
	(0.374)
	(0.390)
	(0.386)
	(0.390)
	(0.380)

	AFt-1
	-0.0686
	-0.0542
	-0.0584
	-0.0579
	-0.0714
	-0.0434

	
	(0.115)
	(0.113)
	(0.113)
	(0.112)
	(0.116)
	(0.115)

	RLAW
	0.298
	0.238
	0.347
	0.340
	0.269
	0.277

	
	(0.249)
	(0.254)
	(0.241)
	(0.243)
	(0.246)
	(0.244)

	REST_LINKS
	-0.0398
	-0.0139
	-0.0151
	-0.0287
	-0.0225
	-0.0186

	
	(0.0695)
	(0.0701)
	(0.0695)
	(0.0693)
	(0.0687)
	(0.0684)

	LINKS_TOTAL
	-0.0901
	-0.0678
	-0.0969
	-0.0361
	-0.127*
	-0.110*

	
	(0.0655)
	(0.0627)
	(0.0681)
	(0.0652)
	(0.0655)
	(0.0630)

	Intercept
	2.521
	2.016
	0.605
	0.831
	2.461
	1.755

	
	(1.778)
	(1.748)
	(1.746)
	(1.765)
	(1.852)
	(1.807)

	Observations
	1,807
	1,807
	1,807
	1,807
	1,807
	1,807

	Pseudo R2
	0.4739
	0.4736
	0.4699
	0.4662
	0.4746
	0.4753





Table 15: Audit committee lagged centrality and audit opinion in ordered logit model
Estimated coefficients (t-statistics) using the fixed-effects regression of equation (3). The dependent variable is CAT_OPINION in all the regressions. The variables of network centrality have been lagged one year. All the estimations include year and industry-fixed effects clustering by firm. See Appendix I for the definition of the variables. ***, **, and * for 1%, 5%, and 10% significance level.

	
	DEGt-1
	EIGENt-1
	BETt-1
	CLOSt-1
	PCAt-1
	N-SCOREt-1

	CENTRALITY
	-0.435***
	-0.354***
	-0.240***
	-0.0222
	-0.275***
	-0.554***

	
	(0.101)
	(0.0936)
	(0.0807)
	(0.115)
	(0.0612)
	(0.113)

	SIZE
	0.369***
	0.324***
	0.272**
	0.283**
	0.347***
	0.321***

	
	(0.118)
	(0.115)
	(0.116)
	(0.116)
	(0.117)
	(0.114)

	LEV
	-1.506**
	-1.433**
	-1.562**
	-1.544**
	-1.497**
	-1.411**

	
	(0.686)
	(0.659)
	(0.686)
	(0.672)
	(0.686)
	(0.671)

	ROA
	1.067
	0.813
	1.100
	1.236
	0.987
	0.589

	
	(2.285)
	(2.266)
	(2.333)
	(2.271)
	(2.333)
	(2.336)

	EXP
	-0.732*
	-0.738*
	-0.683*
	-0.718*
	-0.734*
	-0.697*

	
	(0.424)
	(0.407)
	(0.412)
	(0.428)
	(0.408)
	(0.404)

	RECEI
	2.519***
	2.297**
	2.336**
	2.277**
	2.455**
	2.485**

	
	(0.966)
	(0.990)
	(0.992)
	(0.985)
	(1.002)
	(1.011)

	LOSS
	0.343
	0.318
	0.349
	0.360
	0.319
	0.301

	
	(0.292)
	(0.293)
	(0.295)
	(0.293)
	(0.294)
	(0.294)

	LOSSt-1
	-0.00985
	0.0540
	-0.00779
	0.00983
	0.0194
	0.0167

	
	(0.237)
	(0.235)
	(0.234)
	(0.232)
	(0.236)
	(0.231)

	CLEANt-1
	-2.737***
	-2.686***
	-2.741***
	-2.745***
	-2.722***
	-2.693***

	
	(0.214)
	(0.212)
	(0.216)
	(0.214)
	(0.214)
	(0.212)

	AC_SIZE
	0.0102
	0.00256
	-0.0365
	-0.0145
	-0.00964
	-0.0219

	
	(0.0480)
	(0.0487)
	(0.0489)
	(0.0485)
	(0.0480)
	(0.0481)

	AC_MEET
	-0.0217
	-0.0230
	-0.0293
	-0.0265
	-0.0255
	-0.0187

	
	(0.0457)
	(0.0454)
	(0.0438)
	(0.0447)
	(0.0449)
	(0.0444)

	B_MEET
	0.0439*
	0.0467*
	0.0498*
	0.0484*
	0.0447*
	0.0442*

	
	(0.0263)
	(0.0271)
	(0.0261)
	(0.0264)
	(0.0263)
	(0.0264)

	B_INDEP
	-1.829***
	-1.597***
	-1.519***
	-1.556***
	-1.656***
	-1.659***

	
	(0.464)
	(0.455)
	(0.448)
	(0.452)
	(0.459)
	(0.449)

	BIG4
	-1.056***
	-1.049***
	-1.077***
	-1.084***
	-1.101***
	-1.048***

	
	(0.289)
	(0.277)
	(0.281)
	(0.279)
	(0.285)
	(0.274)

	AFt-1
	0.0476
	0.0312
	0.0320
	0.0328
	0.0480
	0.0170

	
	(0.0965)
	(0.0961)
	(0.0975)
	(0.0957)
	(0.0973)
	(0.0969)

	RLAW
	-0.569**
	-0.512**
	-0.599**
	-0.590**
	-0.537**
	-0.548**

	
	(0.253)
	(0.257)
	(0.247)
	(0.247)
	(0.252)
	(0.250)

	REST_LINKS
	0.0340
	0.0136
	0.0132
	0.0259
	0.0169
	0.0150

	
	(0.0587)
	(0.0591)
	(0.0583)
	(0.0588)
	(0.0579)
	(0.0578)

	LINKS_TOTAL
	0.0854
	0.0597
	0.0869
	0.0354
	0.114**
	0.101*

	
	(0.0568)
	(0.0543)
	(0.0579)
	(0.0566)
	(0.0565)
	(0.0551)

	Observations
	1,807
	1,807
	1,807
	1,807
	1,807
	1,807

	Pseudo R2
	0.3831
	0.3817
	0.3795
	0.3767
	0.3832
	0.3836
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