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Why Couldn’t Independent Auditing Exert
the Corporate Governance Function: A Case Study
on Sheng Run Gu Fen’s Receiving Modified Opinions
in Fifteen Consecutive Years

CHEN Xin-yuan', XIA Li-jun', LIN Zhi-wei”

(1. Institute of Accounting and Finance s Shanghai University of Finance
and Economics, Shanghai 200433, China ;2. School of Accounting ,
Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: Using the case of Sheng Run Gu Fen which has received mod-
ified audit opinions in fifteen consecutive years, the paper analyzes the insti-
tutional reasons why modified audit opinions don’t exert the corporate gov-
ernance function. It finds that the reason of the fact lies in that modified au-
dit opinions could not bring significant costs to the firm and its largest share-
holders, which is related to the problems of market mechanism and corpo-
rate ownership structure, and the lack of effective regulation and litigation
mechanism in Chinese stock market. The paper helps to deeply understand
the corporate governance function of independent auditing in Chinese stock
market and its existing problems.

Key words: independent auditing; modified audit opinion; corporate

governance; Sheng Run Gu Fen (FTiHE%%E 4 W)
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