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Corporate Ownership and Audit I ndependence

—Evidence from Going Concern Audit Opinion

Jan-ZanLee Jeng-FangChen Chi-HualLee

Abstract: In Taiwan, most of the listed companies are family-controlled and the
boards of those companies are comprised of family members who usually hold
large amount of shares. From the perspectives of internal governance
mechanisms and external market incentive mechanisms, we examine whether
high concentration of directors’ shareholdings will jeopardize auditor
independence. The evidence indicates that when the company’s concentration of
directors’ shareholding is higher, the auditor is less likely to issue going-concern
opinion. Further, we also find this negative relation between concentration level
of directors’ shareholding and the probability of issuing going-concern opinion

will be strengthened when the client is more important for the auditor.
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7 £ & 4 (IMPRO)Z % % 58 (SHARE*IMPRO) } » B[P &g | 3+ 2 & o
1 BREEREFRALEREEEMEHERREER
B EXNEREEREE SR ZROR A
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ARECTA 0047 .0005 .0088 0035 (&S’% (3036‘5
AINVTA -.0067 0002 0121 0187 (36351% (30%%
ATLTA 0189 0249 0241 0193 (-&'5212) ('322)
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~ s Logit Ho Rtk
ﬁ’*-ﬁ T ¥ 5t 5 (SHARE) 2 % = £ & 4 (IMPOR)2 % 3

- % SHARE % IMPOR 4t » Loguug,«w o WME T E R
Aﬁ PR g R 2 logit 58 B3t R At 4 B
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> e
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#+ 3 logit ERMEFHER

OPINION | = a, + B,QUAL , + B,ABETA, + B,ASTDDEV , + 8,LOSS,
Mode: + B,RET, + B,LOGSA, + B,ARECTA, + B,AINVTA, + B,ATLTA,
+ B, TIMEL, + B,FIRM 1 + B,FIRM 2 + B.FIRM 3
+ BLSHARE | + B, IMPOR , + 8, SHARE , x IMPOR , + ¢,

EEE S TEH B Wil ()P B (2)
CONSTANT +/- .284 -4,173 ***
QUAL + 10.549 14.258
ABETA + .242 551
ASTDTDEV + 154 .056
LOSS + .103 .094
RET - -.010 ** -.014*
LOGSA +/- -.305 242
ARECTA + 4.029 7.209 *
AINVTA + 6.202 * 11.615 **
ATLTA + -6.074 ** -7.662 **
TIMEL - 0.030 .058
FIRM 1 +/- -0.554 1.644 **
FIRM 2 +/- 0.549 .338
FIRM 3 +/- -.952 1.053
IMPOR - -9.062
SHARE - -.052 ** -.037*
SHARE* IMPOR - -10.409 ***
Pseudo-R 2 15.8% 27.2%
Full Mode Chi-square 60.382 54.966
P-Value .000 .000
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TIMEL : "Fﬁfmrﬁi AR ARLEEEXE L F 2500
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IMPOR DR E S Qs oo Bostlits > BRI B DR F R S [ e Bt
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OPINION , = o, + B,QUAL, + B,BETA, + ,STDDEV , + 8,LOSS,
+ BsRET, + B,LOGSA, + B,RECTA, + B INVTA,
+ B, TLTA, + B, FIRM 1 + B,FIRM 2, + B,FIRM 3
+ BsIMPOR , + B,,SHARE  + B, SHARE . * IMPOR, + ¢,

BRI B HPAE F G BT R B S .
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