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The Legal Function Reform and Litigation Status Construction of the Audit

Committee of the Board of Directors with Chinese Characteristics
HU Yuntong®, XIANG Danlin"

(a. Research Center for Forensic Accounting and Tax Compliance;

b. Business School, Southwest University of Political Science and Law, Chongqing 401120, China)

Abstract: After the promulgation of the new Company Law, the audit committee was positioned as the supervisory organization of the com-
pany under the “single-layer system” model, taking over the powers of the supervisory board while extending the scope of responsibility of
its members from director’s responsibility to supervisor’s responsibility. Based on the provisions of the new Company Law regarding the audit
committee, this study explores the impact of changes in statutory functions on the construction of the audit committee’s litigation status. The
research finds that changes in statutory functions enable the audit committee to exercise supervision through litigation, highlighting the ne-
cessity of constructing its litigation status. Further analysis reveals that the ambiguity of plaintiff qualifications and the absence of defendant
qualifications pose challenges to determining the litigation status of the audit committee. The hierarchical relationship with the board of di-
rectors creates obstacles to the exercise of the audit committee’s litigation authority, and the dual responsibilities of its members-both as di-
rectors and supervisors-result in heavier litigation consequences for the audit committee. These factors contribute to the practical difficulties
in constructing the audit committee’s litigation status, affecting the effective realization of its statutory functions. Enhancing corporate over-
sight efficacy through litigation offers a new perspective on improving the audit committee system with Chinese characteristics.

Key Words: Chinese characteristics; board of directors; audit committee; legal function; litigation status; responsibility of directors; re-

sponsibility of supervisors
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