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Internal Control, Corporate Governance and Penalties Notice

Evidence From Listed Firms in China
WANH Dan-zhou, LI Xiang, WANG Wen-jing

Abstract: Since 2008, China’s Ministry of Finance and other departments have issued the basic norms for enterprise internal
control and corporate governance such as “Normative Documents on Internal Control”. However, listed companies in China
have still received a lot of the penalty notice. In order to study the corelation between internal control, corporate governance
and penalty, we made an empirical analysis of these three aspects of the Shanghai and Shenzhen listed companies that received
penalities from 2008 to 2010 ,using AHP methods. Our research shows that effective internal control and good corporate gov-
ernance have positive effects on avoiding penalties notice, and internal control and corporate governance complement with each
other in avoiding penalties announcement.

Key Words: internal control; corporate governance; penalties notice; audit opinions in financial report; equity concentration;

degree of equity balance; AHP
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