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Abstract

Since the enactment of Sarbanes-Oxley Act, internal control has become the
focus among government regulators, business practices and the academic. As a
response to this institutional change, our regulators have published a series of
criterions to guide enterprise building and disclosing internal control. At the same
time, the issue about internal control has become our academics research focus. Based
on the special institutional setting of China, this dissertation tries to study the etfect of
the disclosure of internal control report, testifies whether the regulation of internal
control report can spur enterprise to enhance its internal control quality and offer
useful information for investor.

We discussed the characteristics of internal control information and how to
realize its effective disclosure, and then reviewed the evolution of internal control and
internal control’s regulations, described the present situation of enterprise’ internal
control report. Based on these, this dissertation investigates three questions: What
factors influence enterprise’s decision about internal control report disclosure? How is
the relationship between internal control report and earning quality? How is the
relationship between internal control report and the cost of equity capital?

The research finds that: At first, whether the enterprise disclosed internal control
self-assessment report and internal control audit report is significantly positive
associated with whether the enterprise setting auditing committee, firm size and
motivation of financing. Internal control audit report disclosure decision is affected by
check-and-balance stock ownership, financial condition, cross-listing, controller type
and “Big 4” in addition. These findings show that enterprises who disclosed internal
control report voluntarily have better condition to construct internal control. And then,
the disclosure of internal control report didn’t company with progress of earnings
quality. At last, the disclosure of internal control report didn’t company with the
decrease of cost of equity capital, the market has no reaction to internal control report.
These results show that the disclosure of internal control report is invalid.These

researches examined the effects of internal control report. It lacks implementation



mechanism to realize effective information disclosure. There are still many questions

need to resolve. The research results are useful for regulator.

Key words: internal control report; the effect of information disclosure; earnings quality;
cost of equity capital



T B . . 1
LIRS SR . 1
1 2 R B E IR, . 2
1 3 AR B, . . 4
FE AP HEREENEIESH ... . 6
2.1 EEW BB IS T . 6
2.2 HEMESE BB SO .. 18
2.3 AERFE BRI ESM T . .. 20
2.4 AEPIEE BT EIES T .. . 24
B=E REMEHIMEORERE . 28
3.1 HEMEHIIR IR .. 28
3.2 EEINEMEHIMSERSIEREE . ... 29
3.3 REINZMEHISERSIERTE . ... 32
3.4 HEMWIBIREWEBEIR ... 36
FNE REPEHRSHENEOEE ... ... 39
A1 STAREIL. . . oo oot e e 39
4 2 BT G BRI, . 43
A 3 BRI T . 47
A 4 TG R T 49
A 5 B 55
RS NSRS EREERE ... . . 57
B.1 STREEI . . oo 57
5.2 BTG RIE . . 59
5.3 BEOTI Tt . 60
5. 4 S G R T . 64
5. 5 B T . 72
HRE NEESIIREMIAE ... 74
6.1 STAREII . . .o oot e e 74
6.2 IO ERTIRIE . . 77
6.3 FFGTIRIT . . 80
6.4 UE L R . . 83
8.5 LE T . 90
T GG R . 92
1.1 ARG IS E BT . 92

7.2 AXHIBREREIFRAL ..o 95






CONTENTS

Chapter 1 INtroduction.........eeicceisvereicsssssnnsecssssssnsnssssssssssssssssssssssssssssssses 1
1.1 Research Background and Motivation ...........ccceeiecncencscsnncssnncssnnncssnsncsnenes 1
1.2 ReSEATCh FraIMEWOT K. ioeeereeeenneieeeeereeeensseesssscesssssssssssssssssssssssssssssssssssssssee 1
1.3 Contributions and Innovations 4

Chapter 2 Theoretical Analysis of Internal control information

QESCIOSUL C...uuueeeiiiiniriiinnicsinticsinntisssnnicsssseesssstnsssssnesssssnessssesssssnsssnssassassas 5
2.1 Theoretical Analysis of information disclosure..........ceieeicieinccicsnecsuensncens 5
2.2 characteristics of Internal control information............cccceevcceciieiveccsnennne 17
2.3 Analysis of Supply and Demand of Internal Conrtol Information .......... 19
2.4 Effect of Internal Conrtol Information disclosure.........c.cceceevueecrueesnecnnens 22
Chapter 3 Analysis of Internal control Regulation ......ccccccceeeeesccnnnneces 26
3.1 The Revolution of Internal Control ..........oueeeeeciveecsnenieecsecssnecsenssnessanecnne 26
3.2 The Development of U.S. Internal Control Regulation...........coueeeueeenee 27
3.3 The Development of China Internal Control Regulation................ccuce... 30
3.4 Analysis of China’s Public Company internal control information
QISCIOSUTE «uneeenrenenreinnenenneianicinisnennessiisnessnsssnessessacsssssanssnssnes 33

Chapter 4 Determinants of internal control Information Disclosure37

4.1 Literature ReVICW ....ccccccvneeniensennsnensnnssannsncsssessessssesssessssessssssssssssassssesssane 37
4.2 Theoretical Foundation and Hypothesis Development 41
4.3 ReSearch Design .....cceeievcerenssercnsnncssnncssnsncsssnecssssesssssessssssssssssssssosssssssssssses 44
4.4 EMPIrical ReSUlLS ...ccuiievvriiiviiiisncissnninssnicssnicsssicssnicsssssssssssssssesssssessssseses 46
4.5 CONCIUSION uueeeueeirecsnecsaenseecsaecssnssssesssessssesssassssesssassssssssassssessssssssssssasssssssanss 53

Chapter 5 The Disclosure of Internal Control Information and

Earnings QUality ....cccccveeeecrisssnneccsssssnnnicssssssssscsssssssssssssssssssssssssssssssssssans 55
5.1 Literature ReVIEW .....cueiieeiieniseensinnsnensncnsnensnncssesssaccssecsssecssesssassssasssseessene 55
5.2 Theoretical Foundation and Hypothesis Development.............ccccceeeruneren. 57
5.3 Research Desi@n .....ccueeievericisercnsnncssnncssnnicssnnicssssesssssessssosssssssssssossssssssssssses 59
5.4 EMPIrical ReSUlLS.......ucieveiiiivniinssniiisnicssnncssnncssnsncssnsicsssssssssssssssesssssessssssses 62
5.5 Conclusion ANALYSIS c...ccceveicssenicssanccssancssssncsssncssssscssssesssssssssssesssssesssssosssssses 69

Chapter 6 The Market Effect of Internal Control Information

DISCIOSULE..ceeeeeeeeeeeeeeeeereeeeeeeeeeeeeeeecseseesessssssssssssssessssssssssssssssssssssssssssssssssse 72

6.1 Literature REVIEW .......ccovciiiiveicnsnicssnicsssncssssisssssssssssesssssssssssssssssossssssssssssses 72
6.2 Theoretical Foundation and Hypothesis Development.............ccccceeeeueren. 76




6.3 Research Desi@n .....ccueeieeiinineicninncnsnicssnicnsnnicssssssssssessssscsssssesssssossssssssssssses 78

6.4 EMPIrical Results.......uciceiiiiveiinierisssnncnsnnncssnicsssncssnsecsssssssssssssssesssssessssssses 81
6.5 Conclusion ANALYSIS .....ccoveiciveicssnnicssnnccsssncssnncssssncssssesssssesssssessssesssssesssssses 87
Chapter 7 Conclusions and Implications........cccceeerecnnereccsscnsreccsscnnnseces 89
7.1 Research Conclusions and Implications 89
7.2 Limitations and Future Study ........ccccoveienvvencnsnicssnessssncssssncssssessssscsssssses 91
| 23 (2 4 1 T L 95

POSESCIIPT ceveiiiiiinnnricissssnnniecsssssnnnscssssssssssssssssssssssssssssssssssssssssssssonssscsssansans 96



1.1 ARET =R

PN FR S Tl e IR T Al e A BN R 2, DR AR Al H A s B R v ml g
T I B8 XUy o BEAE 2257 AR, AV RN SE M AN WK, Ak 28 i 4 2
ABGEAN A B RN, SRR T R AN S I 20 5 2 4™ A5
AR 2 TR SR ST I R R A AT T S AN A B T DR B 280 Bl Py e 2k 2>
BB R E R %, AT BB X BEA NI 5O, AR UE I
K.

FHARYINEZFAZ 5y BT 2006 R0 550 kA T Life GRID uEZRA8 5 B b
] AR PERIE 1) (LR AR o w) SRR 51D, B O — B B 2 ]
HH AP T PP T R P S e R R KR, IR R JLEEI (0% Tl
BT w AR PR AR RGN ) bRk R T A v R D A B
2008 FI BUBAE T 2RI A T CA B IR ASRENE ) 2010 4RI KA T (4
Mk A B B A 51, X A sl v R Y R R T AT TG, BRI
AR B Aw B 2012 551 1 1 HAE 0k A S ) PPt ot A0 pA 2 i -9

e
= o

B S T A B e PA P e IV PR T SR B F b S, (R AR
P P2 T ) R VR i e A B PR BERIOR , BV BRER . SR E R . 5
T AR R B BB NAE R, B s A TRE A b AR AR (B i AR BEA
AR

AR Y AR 7 Tl 75 30 8 (4 S B ORI B R ST I, 2% S A2 DT X
AR TN IR A A R i BTl 7 a5 g e Ay S 2SI it 17
Oy 23R 2 1 R BT R AR B, JEXEn] BEAEAE (1 IR ELEA T 0 A R
AN S A B 3 X 3K ) R PRI e Ay e ot s DA R PR A R R B

HZ%,



A IS4 1R 75 99 R ) SIIE BT

1.2 ARBREEHRHE

AT NI EEFESY FIRAT,  (PEEtsEAME) & (REis))
(R 0 AR A I T 2 w0 Ay 4 o A G 100 AN S RO R HEAT VP S 4R -
TORIEG AR B R, A SO THE B 1 R A, a5 a9
P S PN R A7 I BT A JBURE A, AT RIS T P A R A A 2 11 PR A T
A E, RS IR A A R SR IR S U AT S S A T BRI R Al

PP R T R AT A B 2 S P B R LR e B A A
A AR (AT 2 o AT A2 A SR AT 2R A i P s At s s e Al e 42
BB AT D o N IR IS B AR 28 (0 RUE R Fa A PR i 4515 A 38 Al ok
WEEAE R, AT . AR BT RS A B AT T, NS
LI AT R 2 23008 AR A TP e 3 A 5

AN 5 A Z R TN R PR S IR R o B8, R s R 1
SR R EIFEI, W RNTIRE 1M5 5 o tERT . JEUR, 0 e di st il
FETRAE AN S AR . WS R N R IS DL I, 55 A AL
Moo BoJm, AT RS AR T S A IR N T B SR T,
SN AE DAL 1A R

ASCIT TSR A 1-1.



P
55 5 UL
oHi
h 4 A 4 A 4
P P PR 5 5 Py A
8RS TH 3% RLAT A R LR AT
MbE
A 4
P 5

B ORI e 4

B 1-1 ASCHE ST B B

2y hEE, BEEINARZHL

FoE TR

AN ER IR SIS SENE IS L, U A SCI I ST RS B R 4 ) 2
fE, LRGBS vk

B AR BB B A

AT SOHE BRI L 38R 5 2 R R R St LA 5 J O
MLV AT, AR Sl R P TR SR IR s AR AR SR R a5 R S R B AL,
A RS A AR R HLIREA T 1 BRI AT o AFAI A AN R SCAYSEUERT S A
T HR I

B N AT

AT [ B PR S AR A S 7 T A P S BB P A, xR
it IURIEAT o A3 IR

SFEVUTE AT SR A 45 R 1 5 M LA 2%

ASTEXS AR B B0 (0 5 0 DA 3 T T 9, 5 SR A I A 2 i e 2 AR A

3



A IS4 1R 75 99 R ) SIIE BT

PN 972 30 e 20 0 A T IR A PR T (30 e SR R R R, WD R T AR B
VSRR (45 5 s M o 1R P P T i a5 S INAST SR =756 A A S A
s WEFTH X 0 A PR T (KPS 2 00 RSS9 78 PP o5 AR A 42 o o i
PRI A 32

T AR S AR TR A R R BT

ANTE NP I A B AR TR DR AR IR A1 2 % Nl e A e A bk
T P ER AR A PO H A R SR (A 45 BELOR I o AN IR JZ 0 N s A 1 A 1 55
L s P9 RS AN AR R, Ferb, W 5545 H AR (10 SIEBLEE 22 B e+ 4l Y s mT 425 11
AU DR 32 o Gt R AR B Q1 552 e Al P B TR BEIa AT R AL, B A A T 40
(7 P15 DU AZ AN AR 5541 75 HH 2005 TR 48 A% TR AR AE XTIV R AR o RIS e vt
X Aere T N PR T B R i R N SRR, R B PR
TR A48 AR A B AR M AN [R] P 1 75 3 8 SRS 1) S A0 R, Bk R GE I 9
T AR BT

FONTE AR IR 1T 3

ASTE NP PR A 5B A B8 A AR O AR 1) A 525 % N P o A S BB R R AT 2
Yo AR PR A B T R A i P AR, ST H b e A PR s AT
ORI BAT B - 8058 8 U O Al U e et PRI Al o 152 i A b AR B i B A
JEAS o DRI 2R PN T 5 e B B AT IR, R R I A P e
ANV AL 2R FEAS AN AZAFAERT WG R o RAAWFSEBRETT R X 0 B RN B
VA B o « IR B VP A B A TR o 45 A B AR AN [ 455 i SRS 114
SEPRACR, BN RGN PR A BRI A R

HEE i Rm

ASEERS A SO IT A R BEAT 2, IFHE SRR PR LU R RIS 1)

1.3 FARTTRRFNEIH

ARSC ) SR DTN G 2 28] LAV S LU LA 5 1 -

() BT A BB PRSI AC 5 B A P A JEL IRy s 06 P2 AT 88 e 1) S DA L
BEAT O3 AT, IR A A5 B A e 5 N P05 AR A R A BERIE TR e 1 A4
IR SRR, 0 T BEAEAE (1R ) RUEA T T 0 A



B gt

(D RETHA WS N Al AR B RSk -5 a5 e T A7 LS iy
Dy AL AR T S SRR R (AT A TR LA S, R T IR A
A I S DR AR o (RIS b b g pAY S 42 A PP b o A PAY 2 i 3 o
R R M LA 2% R 3 R 22 5 M DL 0 A » O PR S IR N 75 (1A e EA T
XA, PR T A IR A R R I S IR AR

(= AL EE T AR AR P 42 0 3 45 AR (R 22 5, BB 58 T[] — 4
b ST TR) AN ] P 42 0 7 304 i SRS (0 0 i R 22 572 O R AT A i 4 T Ak Ay
PEAR T B OR



A IS4 1R 75 99 R ) SIIE BT

HFE AEERERKEAERS T

TEZARN I b, A5 BBEE A Tids . RIWAFAME, SZsvis 54
b/ B 22 JRy 2 8] R S ANKE BRI 7 2B PR 380 i) e AT TE 8 XU ). H MFama
(1970) H3g PEHFE 1 BEA T 7 (K5 EAT AR B LUK, BRI 5 B A e stk
AR PRV i U it R AR 2 2 RV I B R, A5 R B AR R B 10 4 O e
) RIS i) L

[l o5t i 2w A R R R AT W9, 145 R4 S ] S A A AN AR T 2
IR T PSR AL BETR A BEAT ST PN A TR AL AR BT 5 A
e B, PR BEBEE ) b 0 e i AN T8 22 R A s KA B AR (B T 5 |
FEAREE [ FATT AT AR AT B0 AR Mg DAl 55 50 SR . SR R 46
Ry RV 2 wAE SR ) ) E ET S R AT 0 AT, B8R B DR 5
Wi DR 2% LA KA JE B e PRSI LA, Oy AL S P A R AT e s 32 (1 2 %

e SR AE Py S B2 il B iR B 00k B I BL, BB IR s i 3 e
5 BRI B T BRSS9 S om S Bk A8 AN F 1 B i
FEREAN S B, IG5 RN i 4 R 3 i B Bk (V) S R AE PR 15 51 55 SRR
FAAER, R ICERATX 7y IS5 sl g, Ko BB 1 B S T R MK A T
[0 A7 o

21 ERWFERS N

2.1.1 BESGEEHE

[l Ak 23 o B BEPE A R0k AN TR A BEREAT T RIS, 4 TSR
ISR T B m AR o0 D =S SR % 1 HIS MRS RER g =, 7
AT 6 WO L6 Jt A2 4 AV BEA T B e o 28 25 58 1A LB 1Ay £ P 1)
DU B AT B AL T A5 B0k, IR AL A5 S5k (1 T {5 EAF AR BE ] o %38
WFFTERIS MR LEBIL TR BE B2 e B A S8R I I A o B =25 8 1R R G X A
WL, R T A R A 5 B o 1 T3 =R ) AT Y,



Degree papers are in the “Xiamen University Electronic Theses and Dissertations Database”. Full
texts are available in the following ways:

1. If your library is a CALIS member libraries, please log on http://etd.calis.edu.cn/ and submit
requests online, or consult the interlibrary loan department in your library.

2. For users of non-CALIS member libraries, please mail to etd@xmu.edu.cn for delivery details.



http://etd.xmu.edu.cn/
http://etd.calis.edu.cn/
mailto:etd@xmu.edu.cn

