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Abstract: Does modified unqualified opinion foresee a poor performance is a central but never

discussed issue. We explore this story using a sample of 535 event companies listed on Taiwan Stock

Exchange during 2000-2003. Our results show that firms receiving this auditing report would
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experience poor performance relative to their industry peers, furthermore, the companies would get a
worst performance when this auditing opinion comes from a reason of going-concern. In addition,
we find those firms with better corporate governance, including companies with outside directors,
higher insider shareholdings, higher institutional shareholdings and non-family-owned business, would

suffer less negative impact from this gloomy opinion.

Keywords: modified unqualified opinion, corporate governance, board structure, ownership structure.
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