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Reporting Internal Control Deficiencies for Listed Companies :

Based on Governance Characteristics

LIU Yali, MA Xiaoyan, HU Zhiying
(School of Economics and Management, University of Science and Technology, Beijing 100083, China)

Abstract: This study addresses the situation of internal control deficiencies and the role of corporate governance and auditors
in the reporting of internal control deficiencies. We find that a new audit committee, integration of president and general man-
ager, and more auditor changes characterize firms that report weaknesses in their internal controls compared with firms without
weaknesses. These results obtain after controlling for a variety of firm characteristics such as complexity of operations, profit-
ability, and growth. Our results underscore the importance of governance characteristics beyond general firm characteristics in
examining the reporting of internal control weaknesses.

Key Words: internal control deficiencies; corporate governance; external auditing; listed companies; accounting firms; infor-

mation disclosnre of internal control
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