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Administrative Penalty on Financial Reporting Fraud and

Perceived Auditing Quality

ZHANG Hong-wei
Abstract; Using normally trading A Share Companies from 2001 to 2008 in Chinese capital market which do not belong to fi-

nance industry nor issue foreign shares as samples, this paper investigates whether administrative penalty on financial reporting
fraud tells the information of perceived auditing quality. The empirical results show that generally investors do not believe ad-
ministrative penalty on financial reporting fraud tells the information of perceived auditing quality. However, when investors see
the bad news such as modified opinion or scandals like auditors” administrative penalty, they would believe administrative pen-
alty on financial reporting fraud truly reveals the information of perceived auditing quality.

Key Words: administrative penalty on financial reporting fraud; perceived auditing quality ; market response; the modified o-

pinion; the auditor reputation information; audit services
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