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Internal Control Attestation, Characteristics of Ultimate
Controller and the Cost of Equity Capital: Empirical Evidence from

A-Share in SSE
YUAN Fangjian, FENG Qi, HAN Dan

(International Business College, Shaanxi Normal University, Xi’an 710062, China)

Abstract: This paper constructs a theoretical model of the relationship between internal control attestation, characteristics of
ultimate controller and cost of equity capital by taking 826 listed companies’ internal control attestation reports in Shanghai
Stock Exchanges from 2007 to 2011 as research objects. By using the PEG model to determine whether the influence of volun-
tary internal control attestation of listed companies on the cost of equity capital has characteristics of ultimate controller effect.
The results show that voluntary internal attestation of listed companies could convey positive signals to lower the cost of equity
capital significantly, at the same time, to a certain degree, characteristics of ultimate controller provide information quality
guarantee of internal control attestation reports and reduce estimation of investors exposed to the enterprise risks, thus lowering
the cost of equity capital.

Key Words: internal control attestation report; characteristics of ultimate controller; cost of equity capital ; earnings quality;

information asymmetry; internal control information disclosure
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