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Weaknesses and Remediation
in Internal Control and Risk Warning Information .

A Perspective Based on the Regulatory Role of Executive Stock Ownership

LIN Zhonggao, YANG Yuxin
(School of Business, Anhui University of Technology, Ma’anshan 243002, China)

Abstract: Based on the non-financial information in the financial report of the listed companies, this paper examines the im-
pact of weaknesses and remediation in internal control on non-financial risk warning information in the annual report, and the
moderating role played by executive holdings. The study finds that the risk warning information in the annual report increases
with the increase in the number of weaknesses in internal control, the addition of executive holdings enhances and facilitates
the degree of the reliability of risk warning information conducted by internal control, which preliminarily shows the information
and institutional governance effects of executive stock ownership. Furthermore, from the perspective of dynamic relationship,
this paper finds that the annual increment of risk warning information is significantly positively related to the increment of inter-
nal control defect, and negatively related to the increase of executive stock ownership, and the conclusion of the study is still
true after the endogenous test. The results show that the quality of internal control can be reflected in the non-financial infor-
mation of the annual report, and good internal control inhibits the information risk of enterprises. At the same time, as an ef-
fective corporate governance mechanism, executive holdings can achieve a better goal through the improvement of internal con-
trol. Listed companies should not only pay attention to the impact of internal control on the non-financial information in the an-
nual report, but also pay attention to the effectiveness of executive holdings on controlling of information risk conducted by in-
ternal control.

Key Words: weaknesses and remediation in internal control; risk warning information; executive holdings; non-financial in-

formation; corporate financial reports; information risk; information disclisure

<11 -



