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§ 0.007 **
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L 0. 007 ***
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(-2.54) (-2.23) (0.99)
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(0.74)
L -0.005 "
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(-3.57)
0.015
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-0.018 "
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(-13.16)
.. -0.006 -0.001 0. 000
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Lon 0. 002 0. 000 0. 030 ***
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G pay —0-0017 0.001°  —0.003° 0.001 SH x Post 0~2°2:1 0. ;9;0'
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Controls Yes Yes Yes Yes Controls Yes Yes
Year & Firm Yes Yes Yes Yes Year & Firm Yes Yes
N 8818 8812 9191 8439 N i 17630 17630
Adjusted R 0.572  0.634  0.016  0.658 Adjusted R© 0.289 0.007
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-0.001" -0. 000 0.001 0. 002 0.001 -0. 000 -0.002 ** 0.002 "
SH x Post
(-1.89) (-0.50) (0.55) (1.51) (0.21) (-0.17) (-2.07) (1.72)
. . 0. 001 0. 006 -0.130 -0.163
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-0.000 —-0. 000 -0.000 " 0. 000
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Board Supervision, Debt Level and Cost of Debt Financing: Evidence from

Audit Committee Performance Disclosure

ZHEN Yuhan', ZHANG Zhiwang®, ZHAO Lei'
(1. Chinese Academy of Fiscal Sciences, Beijing 100142, China;
2. School of Accounting, Nanjing Audit University, Nanjing 211815, China)

Abstract: This paper exploits the quasi-natural experiment of the Shanghai Stock Exchange disclosure requirements for audit
committee performance in 2013, as a proxy variable for the enhancement of board supervision, and examine the impact of board
supervision on debt financing costs and its mechanisms. This study shows that board supervision reduces the cost of debt finan-
cing. After distinguishing the level of corporate debt, it is found that board oversight reduces the cost of debt financing for under-
leveraged firms, while board oversight increased the cost of debt financing for over-leveraged firms. The mechanism test results
show that board supervision mainly plays the role of “information quality” in under-leveraged firms, while board supervision
mainly plays the role of “risk taking” in over-leveraged firms. The cross-sectional test results show that the positive impact of
board supervision is more significant in companies with high management power, while the negative impact is more significant in
companies with high information uncertainty. This research deepens the understanding of the costs and benefits brought by board
supervision, and also provides some inspiration for improving the board supervision mechanism in China.

Key Words: board supervision; debt level; risk taking; information quality; cost of debt financing; audit committee; perform-

ance disclosure; internal control
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