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Table 1 Main variable definitions
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Table 2 Main variable descriptive statistics
A pURIIEIES I fH LREDA FRifEzE B/ME | 25% 500K | T5% sy ig | EoKME
CAR 553 -0.033 4 -0.014 8 0.1410 -0.648 4 -0.084 2 0.038 2 0.504 3
ACCEPTANCE 553 0.3830 0. 000 0 0.487 0 0. 000 0 0. 000 0 1.000 0 1.000 0
DEFICIENCY 553 0.528 0 1.000 0 0.500 0 0.000 0 0.000 0 1.000 0O 1.000 0
FINANCIAL_D 553 1.147 0 1.000 0 1.2810 0. 000 0 0. 000 0 1.000 0O 10.000 0
SIZE 553 22.390 0 22.2200 1.588 0 17.880 0 21.470 0 23.190 0 30.610 0
LEV 553 0.589 0 0.5850 0.3370 0.049 5 0.419 0 0.726 0 4.026 0
ROA 553 -0.051 4 0.007 6 0.196 0 -1.8720 -0.065 0 0.029 2 0.3220
INSHOLDS 553 0.054 4 0.029 7 0.063 1 0.000 0 0. 009 3 0.078 9 0.3910
BM 553 0.584 0 0.576 0 0.2850 0.014 7 0.368 0 0.802 0 1.403 0
DR 553 0.1550 0.000 0 0.404 0 0.000 0 0.000 0 0.162 0 5.5450
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Fig. 1 Samples’ AAR and CAR during windows [ -7, +7]
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Fig. 2 Group samples’ AR and CAR during windows [ =7, +7]
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I 22 A . R 3 AR S 1.4 2
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Table 3 Mean tests of sample firms’ cumulative excess return ( CAR)

19 IR £ 5%, B9 AT 9 A T
I 2L Je o R A

- ) EWE LR
i ) # 1E1 AR % - T
(o5 1] -0.009 3*** ~0.019 4*** -0.002 9 -0.016 5***
(-3.1313) ( -3.549 3) ( -0.879 6) (2.727 0)
(3. -1] -0.005 1** -0.012 8*** -0.000 4 -0.01 24**
(-2.143 1) (-3.0347) ( -0.139 3) (2.5200)
[2.0] -0.011 2*** -0.018 7*** -0.006 6" -0.012 1**
( -4.140 2) ( -4.2528) ( -1.9213) (2.179 6)
[-1.0] -0.010 1*** -0.014 7*** -0.007 3*** -0.007 4
( -4.3979) (-3.780 1) ( -2.5648) (1.568 7)
0.0] -0.006 4*** -0.006 3** -0.006 5*** 0.000 2
(-3.5343) ( -2.043 3) (-2.8977) ( -0.060 2)
0, +1] ~0.010 4*** -0.015 6*** -0.007 1** -0.008 4
(-3.7213) ( -3.224 4) (-2.1172) (1.471 1)
0. +2] —0.013 77 -0.019 6™ -0.010 0** -0.009 6
( -3.870 0) ( -3.187 8) ( -2.342 6) (1.324 4)
0. +3] -0.014 3*** -0.020 0*** -0.010 7** -0.009 3
( —3.408 4) ( -2.702 4) (-2.1451) (1.085)
(42, +5] -0.012 3*** -0.020 3*** -0.007 3" -.0130"
( —3.469 3) ( -3.179 4) ( —1.766 4) (1.787 1)

T IR 1% \5% 10% ( XUR) MG E KR 555 4 ¢ GeiH.

3.3 EEERAEARESHERMNS THIA
ST

T4 g 1 FIRIE 2 5435150 7R T X AR R
(4) BEHE55, &0 LIA H ACCEPTANCE 11
B RBCN -0.034 8, HAE 1% i B & KFET
B ISR AS B R, T R R BUR SR AE
1% 1) R E AT B A L 24 R R Y A
JE XA ] P ] B B AR H AT, AR A N &
7oA S 2 B T 3 IO, 8% A R B AT AR R
T FRWEHZ AN A C R, 88 7w H
X PR 9 Bt o 7 M A SR 7 AR TE AR R T 3 SO
RIS HF 1 Hib.

TERIRL(4) A HERT 125 ¢ 48 e g R B ]

SN IR Z TR AT SO 3 4 192 3
B FNEE 4 50 ACCEPTANCE x DEFICIENCY {1
[l R 1% 1) 5 25 MK 2558 1, R
PS4 ) K B B B AT R AR T A R R
ANIEE MR, A48 PR R T S
YR R ™ E P T S 4R A Y AT R N 43
TSR AL, H2b 45 DA UE. BeAh, P 5 AL 6
H1) sz Wl T PN 47 B o 2R A A B ST AR R T
B B IR A FH. N2 g e 0 25 51 mT LR 3R
ACCEPTANCE x FINANCIAL_D [ 5] )5 22 % i 3
R, U BB 35 6 W 55 i 15 P 4 ik B 1 ek v
B ey, MG IS A B R R D3 AT 2 R S 7 T 1) T
Yy O, 45 5 3R H3.
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Table 4 Management’ s responsibility acceptance and market reaction
BiAd (4) B (5) KL (6)
A
1 2 3 4 5 6
-0.034 8 | —0.028 3™ |  0.007 5 0.009 0 -0.003 3 0.001 0
ACCEPTANCE
(-6.4612) | ( -5.4612) (0.654 4) (0.808 5) (-0.2378) (0.2356)
-0.032 6** -0.0322"
DEFICIENCY
(-2.2197) (-1.9079)
-0.058 2% -0.052 6***
ACCEPTANCE x DEFICIENCY
(-4.2370) (-3.7149)
-0.015 4 -0.013 4
FINANCIAL_D
(-1.3759) (-1.2689)
-0.019 4*** -0.018 97
ACCEPTANCE x FINANCIAL_D
( —-4.008 6) (-3.6197)
-0.014 3 -0.015 9" -0.012 4
SIZE
(-1.5361) (-1.6780) (-1.5290)
0.000 7 -0.003 4 0.013 6
LEV
(0.051 4) (-0.2071) (0. 868 2)
0.084 7 0.061 6 0.067 6
ROA
(1.3509) (0.949 8) (1.128 3)
0.000 7 0.000 5 0.000 5
INSHOLDS
(0.681 3) (0.3202) (0.478 0)
0.069 2 0.077 0 0.064 5
BM
(1.4839) (1.501 8) (1.509 2)
0.0322 0.028 3 0.0316
DR
(1.4035) (1.3325) (1.471 3)
-0.020 17 0.251 8 -0.008 6 0.3020 -0.004 2 0.218 7
R
( -10.746 5) (1.4017) (-1.0334) (1.6250) (-0.4190) (1.400 8)
Year Fl Industry P Ehs Ehs = b =
P R? 0.068 7 0.090 2 0. 106 2 0.122 6 0.1197 0.1307
RUMIIE¢ 553 553 553 553 553 553

FEOTLUT B BIFOR 1% 5% 10% ( WUR) MG WK 365 N ¢ Gt SR A FRIAR B XU B2 07 B 101 R R

R bR .

S T AF RN AR 25 5 AT AN R g
. B A AT BT AI AR R ( CAR) WYk
SO A K, R T R BB R 7 75 CAR
1. }325 W% 1 %1 ~ 4 3 %A %41, ACCEPTANCE
(A [ U R BRIRAE 1% (1) B MO T 38 A 648
PRIZ VAR R £ [0 T 1 SO ) 45 AR SR AR AR
52 B f4 3 31| ACCEPTANCE x DEFICIENCY.
ACCEPTANCE x FINANCIAL_D 111017 2 %03 &5
R IR R B AR RN AR I 25 AR A T

3.4

B CAR HIFEHEE R 5, 45 AR oA, Ui
H2b F1 H3 #KHR BT

HR L ASE CAR AR T8 D, el [ -7,
+7 L) 0 3 E B A T CAR fH. R S hEs
4 51 ~ 5 6 S L5 F AT F1, ACCEPTANCE (1) [H] 9 %
B Rt HAE 1% 08 E K B35 5 51
FI4 6 %] ACCEPTANCE x DEFICIENCYACCEPT-
ANCE x FINANCIAL_D () [nl )9 2 5034 35k 1, 3%
WIARSCH 45 A Rk 3 4h, i ik T CAR
(=1, + L] O N g 58, 90 B T8 /A4



IR o AR SCaE — A4 1 52 0 45 5% 3 T 3 SO
A HAB P 2R S — , i) A R R R B PR 1
S RREARTE N B iE H AT S S 3g 4 |
N & A 1) 25 BE # 45 ( Season _ Report) | JBE AL Jit
( Stock_Pledge) Ay %435 ( Stock _Freeze) Xt #MH
P& ( Guarantee) FFVA 3% ( Litigations) K S5
)48 B A 7 32— O 1 , 3 3 A 7 R AU R 1 O X
B IR vh AT . A R
FAAELL B RSB 15 IRAEL A 1, 5 AT
TEH RGP, IR 05 28 —, ¥l FEAS 1y
PR ol B BRI R B 2 L. P 4 kR A
( DEFICIENCY_Num) N 2 A 42 & w9 8 1
HORECE EE G A I . N R 2R A
Nz 1T (1 Tt) Bt G B, DEFICIENCY _ Operation
( DEFICIENCY_Design) BUH J 1, FL Z WE 0; &5
=L EHEMBA ARG R 28 &5 5 KMk 98%
AREA T N DA i TR AR S AR AR [R) — H B
5%, AR h I LR 5 B & ek -+
Oy EE NS UG AR B AR (R B S

5510 19 SR A AR ST AR A TIT 3 S —FF P 42 il e B o 228 1) L £ — 49 —
PRFRIE 22 5 02, I T A RZ MR E 800, LA BIE SRR ST SRR
x5 TERITBIWERMGITAZREAONH
Table 5 Change estimate methods and windows for CAR
7 3 P A A 1 CAR[ -7, +7]
7R
1 2 3 4 5 6
-0.037 1% 0. 006 1 -0.0038 |-0.029 6***| 0.008 8 -0.003 5
ACCEPTANCE
( -6.3639) (0.9129) |( -0.3823) |( -4.1477) | (0.7837) ( -0.3737)
-0.029 6" -0.036"
DEFICIENCY
( -1.8270) ( -1.7639)
—-0.062 7*** —0.053 7***
ACCEPTANCE x DEFICIENCY
( -5.1356) ( =3.604 8)
-0.015 -0.023 8"
FINANCIAL_D
(-1.4567) ( -1.856 0)
-0.021 6*** —-0.019 8***
ACCEPTANCE x FINANCIAL_D
( -3.736 5) ( -5.494 6)
0.301 0" 0.3470" 0.310 5" 0.3177 0.373 8" 0.2829"
HELIR
(1.673 0) (1.8415) (1.710 8) (1.62517) (1.8625) (1.729 4)
ool A it et il et il il il
Year Fll Industry P =3 s = = 2
P R? 0.176 9 0.210 0 0.224 3 0.106 1 0.133 7 0.1619
PUNIIEVE 553 553 553 553 553 553
U B BIFOR 1% 5% 10% ( WUR) MGETH B E TR 355 0 ¢ Gt SR A RRIAR XU B 20 A [ E R R
Ml iR,

JE TR AR BN ) T4, BEAY v i — 20 i A
FTTAE S8 B E 5 1 ( Loss) A1 HREAS £ B 25
( EPS) Wi s s AT 1.

F 6 5 T Ll Rgs R, [l &5 SR R 7
Pl T — F A0 AT B A P2 ST AT AR T B
MR R 5 S AR SCABRB AR AT
3.5 HNE M@ E

B, BATHE T B AR N R
A0 R JROR S AR B ) BT AR A R
KA H EEBEAL, B Z SHE AR AT GRAF7E H i
PR AE VRIS Lo, 2R B AP EGR , A] e
Xof PR A SR B 1 DA s T S0 A A , T A 1] T A
AR PR BRIE BT AT, AH B T AL S 5T O 4R 1)
IR, AR T A B AT e s AR 3 5.
ASCAS ] Heckman 1 25 325 DL fiff M 288 o8 2 4 )
W EA ek TR e I
(P37 4F 0% ( Management _Age) & B1LJZ 41 Ho A3l
( Gender_Female) 1412717175 5t ( Education) I
P2 [ A ( Abnormal_AER) £}y ACCEPTANCE 1y
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Table 6 Controlling other potential factors
A 1 2 3
-0.019 9™ 0.021 2 0.009 2
ACCEPTANCE
(-1.9967) (1.3999) (0.535 3)
-0.016 3
DEFICIENCY
( -1.104 6)
-0.065 7***
ACCEPTANCE x DEFICIENCY
((-4.429 6)
-0.009 7
FINANCIAL_D
(-0.9057)
-0.020 3***
ACCEPTANCE x FINANCIAL_D
(=3.4732)
0.049 2** 0.041 9** 0. 045 2**
Season_Report
(2.374 1) (2.1625) (2.204 1)
-0.0130 -0.006 8 -0.0129
Stock_Pledge
( -0.6633) (-0.3525) ( -0.8562)
0.030 3" 0.018 8 0.025 5™*
Stock_Freeze
(1.764 2) (1.2570) (2.0265)
-0.004 3 -0.006 2 -0.003 5
Guarantee
(-0.2523) (-0.3975) (-0.2087)
0.000 3 -0.003 7 -0.002 0
Litigations
(0.019 0) (-0.197 4) (-0.103 2)
-0.000 0 -0.000 1 0. 000 1
DEFICIENCY_Num
( -0.051 3) ( —0.246 6) (0.466 9)
-0.077 3™ -0.068 3™* -0.057 1
DEFICIENCY_Operation
(-2.0196) ( =2.106 6) (-1.5278)
-0.0170 -0.015 4 -0.004 9
DEFICIENCY _Design
(-0.722 6) ( -0.664 8) (-0.166 7)
! 0. 000 9 0.005 4 0.001 1
oss
(0.059 5) (0.336 0) (0.069 0)
0.008 4** 0.009 2** 0.008 7"
EPS
(2.104 6) (2.042 3) (1.8425)
_— 0.329 4" 0.357 2** 0.280 8"
el
(1.817 3) (1.993 2) (1.889 0)
Pl B il il il
Year 1 Industry s P =
PR R 0.1156 0.139 8 0.147 0
WL 528 528 528

FETLT M BIEIR 1% 5% 10% ( BUR) M KR $55 P9 ¢ Gt SR A RN BERUE RIS IR S IR A R A

RS AT R

T HAS . Hor, Education 4 8 P32 141 BA 7 3 1)
SR, (R 8 i 2R I A8 B2 52 2 /K
155. Abnormal _AER FH 5% & 2% O M i, 1% (H
R, R WA B Z AU 2 2, A A
Heckman PR EZ 01 H 45 5404 7 s, AR 4 5 —

R Probit [l 5451 B IR, & HZ TAT K H 545

PRJZARWE A7 8 5
R FIEA O, W] T HAR i 5 B

B TR, TS HZ

EOREPS

PR 5 AR AT BEAE 7S5 T RS B Rl h o —
BrECi OLS [m] 5 25 2 m] 106K JR- M Le ( IMR) 5

6 FEIEHHRENTTE, 2% Gul(2011) M5k, FI W T AR BEA T4 11 Perk/Sales = a + B, InTotalComp + B, Size + B5 InTotallncome +
&, 3 Perk/Sales 2y 1A BIBL A i i e b “ AT AL 5 4B A G TR S EIRAZ W ST HAL S 28 E A L 4
UL SO 2208 9%l 55 4 2 AR G ST T 3K S . InTotalComp g AT 357 M G40 H AR X4, Size A9 23 5] BB 7 H AR X 4L,
InTotallncome 4345 7 EHL X AU A F1 98 XERC. 007 B0 22 o 522 R B AT .
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3 B F4S 4 % th ACCEPTANCE (1) 2 %75 15 1F 1)
AN U] U TE P A A B Rk DL &
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%7 Heckman W EEALER

Table 7 Heckman two-stage results

M.

45— B Probit [A]19 5 "Bt OLS [n])9
A ACCEPTANCE CAR
1 2 3 4
-0.036 7"
Management_Age
( -1.814 6)
0.290 6
Gender_Female
(0.473 2)
—0.264 4**
Education
( -2.144 2)
0.180 1"
Abnormal_AER
(1.8827)
~0.019 6*** 0.0200 0.008 0
ACCEPTANCE
( -3.1265) (1.312 4) (0.526 0)
-0.026 0"
DEFICIENCY
( —1.8264)
—0.058 7***
ACCEPTANCE x DEFICIENCY
( -3.3415)
-0.0118
FINANCIAL_D
(-1.146 1)
~0.018 9***
ACCEPTANCE x FINANCIAL_D
( —3.380 4)
IR 0.139 6** 0.129 6™ 0.119 7**
(2.538 5) (2. 664 2) (2.067 8)
" 1.771 1 0.1357 0.171 1 0.1050
B RO
(0.915 9) (0.707 5) (0.856 1) (0.565 7)
il AE Pt Pt st il
Year 1 Industry P P P P
th R? 0.089 0
JHix R 0.105 1 0.1328 0.138 2
PURILE e 500 500 500 500

LT IR 1% \5% < 10% ( BUR) MIGETH MK S5 ¢ Gei s SR FRIAR B BRI R A R A

TR AR LR

2. R AR AT O3 IMR) 265 45— B Probit [1 I8 144 10 25 40 24 L0 BG4 34 E b 5 B BB L
£ A BRI A B 10 EL T RE A AR T8 B A
NBESD LA B2 T2 A AR HH B0 11T 3 S N PR 3t

HOR 2 e B D 4R A olk 288 = 8%
12T ) R AR, AN W A B X PN R B I 9T
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B, VAR AT BB FIN P BT B VR A 52 i)
R TE AR A UL B Al S S 2 (R
JEFRIATTAT) AR VT e A 5 1 4 (8 812 A R 4H
TEAE) . VA A 6 2 R R T VG TR I S 6 4 5 4
il ZH A VE BC P B R BA B 25 5 0 P 1
RIS, 3 — 25, i OLS [n] 9% %% PSM £+
A R TR A T 5 OB, AR SCHY 25 A R

4 B—Ho
4.1 HERBERNEEREERENHR L

) =2 i

S s 1 R R RAR R 25 A DG AL RS
VA2 ke I e A T il s ) 9 R 2R
R B T TG /53 = 5 N i (/A= DAY K )
AT R PR 42 o e R IR TR R R B 4
SRR L T EL e I 4 R 8 RO SR 4% (ki
A2 S B AL ) o R TR Ll 7 2 R M
o v o L TN B A T B L 2T L R R
HJELPRL 3 A B 58 L SR 24 5 R i 1)
RS AW H SRR AR, 34
TN PRS2 ) T T B AT AE RO S
FER I T A R BE T TR0 A 7
SRR 2 6. B BIF A B PR T A v e
oA ) T AN N R R A R
AP T AT 5 R AT 0 2k
g A2 AR A KU S PRI A 5 A
VAT 2515 T SR A L R 42 e B o ke
07 X L B e B e TR, R4 5 P g ke

© N HRA PR AR IR AE AR WA 52, ] A SO R A

AR U o) 800 4 2ok A BRUZ AR b 3R AT T
1O HAEAS 5 #0) IE 115 5, 2E Mg 52 17 37 10 £
TS 26 . A SO NS BE OR A 4 TS
B R THT AR 670 18 737 S

TEMR ST AW 5L L, BEH A 2
TER R H R HE B U T A Y R ST &)

( Rectify_Plan) F1J2& & 4= ¥ 56 B N 45 Bk B 48 2
( Rectify _Finish) 5 N 5 B0 B R DO 0. # # B
R A S A e S E N A,
Rectify_PlanV# B0 1, 2 Wk “GE X £ L7 p93E
R AR 0. 5 4R Bk B 28 2 58 OB 2,
Rectify_Finish UfE A 1; 25 i 2 A5 20870 8 ok
A GE R U B R R R O G R
Rectify_FinishHUE R 0. JLAR, 8K IS B C 58
JRRE B AH R TR 2 T IR RS Y N 5 R A Y
BT BTAN B T RS A R Rt — e
SRR BRI R OB AT 2 15 A B ( Rectify _Validity) 1
i NP B R O A 3 R AR, BT ek
IBATAROWIBE A 1, s 2 2 0.

EUHZERUNZE 8 f 7, Rectify _Plan =0 #

) ACCEPTANCE |8l 19 2 %\ 2% 9, i 7E
Rectify_Plan = 121 Hh g9 1A R EOC IE Hgeit BA
2 A REEF AR P (E A 0. 084 7, 13iH]
TR ZAE TRAN A N SR B B IO T RIBRAIR T 984T
AR ST 35 B R [F)AE, 7E Rectify _Finish =0
A Rectify_Validity =0 247, ACCEPTANCE vl
VA ZREIY 2 2 O B, T AE Rectify _ Finish =1 Fl
Rectify_Validity =120 %, ACCEPTANCE ) [n] 19 &
G EY N TE DM S L et SRS N o h o L |
A TR B R ACAT B T G A B DT AR R P A Y
11T 3 SN
4.2 BEXEEMNEEEREERENHREN

A
FT TR A SEUE S5 2R & 30, 4 B2 vE AR R R IR
ARG ERREFEAENAER], SO mE 1 $5%
K PN TR T o 1 TP A T AR SCHERS L 3 AT
AESE th T 137 E R T 5 B A A 2 58 0 i
AR R, B B2 TEAT AR A 4
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I B TSSO 2 I A AR IR DY R 114 8 i
PE— RO AR, Xt T P9 it s S R H
SEARAA O T R A v ) > i, HG N A R G BT
R AR 3 A B 78 o B, 1 A B B
H 5 BB G A R 53 AT AR $H Y B 1m0 3 I
LB TR I RE 22 A BT i 55 . TR I , I X T 9 5%
H BB G 1 B2 45 i 19 2 W) Bl B A
R A8 TR T AT AR A T R T 3 SO B R A
P ARBE T i HORT AR O T B AR Y 2 =] i
B R
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Table 8 Rectifying internal control defects and market reaction of management’ s responsibility acceptance

CAR
AR 1 2 3 4 5 6
Rectify_Plan =1 | Rectify_Plan =0 | Rectify_Finish =1 | Rectify_Finish =0 | Rectify_Validity =1 | Rectify_Validity =0
0.003 7 -0.041 0 -0.009 3 -0.028 9" -0.008 7 -0.027 0
ACCEPTANCE
(0.18538) (-4.2397) ( -0.549 8) (—1.8604) ( —0.402 8) (-4.503 4)
0.245 8 0.180 7 0.162 4" 0.317 1 0.1149 0.333 8
W
(0.916 5) (1.1419) (1.763 8) (1.079 6) (1.5538) (1.209 7)
PEhAS B il Pl eyl Pl Pl eyl
Year Al Industry P JE = = = b
JE#E R 0.0820 0.1119 0.092 2 0.066 4 0.087 2 0.082 6
RS P H 0.084 7 0.433 1 0.576 7
TEC 43 | 40 214 | 339 169 | 384
T BRIRIR 1% 5% 10% (B MG KO 55 AR ¢ Gt SRS )RR BE U R iR I A R A

R MR

AR SCR FH T ) AR 2 8 s A e IO AR DG U
( MEDIA_FOCUS) , Bl 3 — ¢ i A w) -3 1 )&
PRIARMRURT 190 14 7 50, 7 S Aty i B AT — 41
BT, KT ECE A5 T i AL B AR SR s 1A
ORTERE WRAE R 1, RZIRAE A 0. Rtk — DT 4%
% A A i S8 0 TR S R TR T g L R AE N
FAG BPER HETS 7 D325 B N BASR EH s
HEAT TR, SRS AR AT — AR RE A 8
S AR P AL, O B S B 58 HBRE I 10 5 AR 4 T A
( MEDIA_COVERAGE) 7% 5 , #7 AR B B0 KT
B S T B A 1, 2 B 0. 3 1)
P AR R 38 1B Ok H Datago 4% T ] 5
T B A .

29 M T ARG B A 2 T AR A T
YN W52 . RS 1 41 ~ 45 3 545 R w] H,
ACCEPTANCE x MEDIA_FOCUS 1[0l 4 Z %34 &
FORIE, VAT I 20 T 95 8 i e A OGS
R AR B 1 17 TE B AR AR R Al
PSRBT LT AR Bl 5 1 45 B2 T AT R 0
() A T P A5 A28 ik, MEDIA _FOCUS =1 ZH
ACCEPTANCE x MEDIA _COVERAGE () [5] 9 £ %X
S AR 2 MEDIA_FOCUS =0 41 h Wi # 38
HIRFRFCR E A, HA N RE2E R AT P
7 0.023 4, FTCIe AT & SRR G1THE Ok
B R OCTE BEAR Y 2 7)o IR i 3 %o A7 3
JE AT AR G 18 T 4 B ELAT Il 2 TR
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Table 9 Media attention and market reaction of management’ s responsibility acceptance
CAR
A 1 2 3 [ {8
[-7, +71 | [=-5, +5]| [-1, +1] | MEDIA_FOCUS =1 | MEDIA_FOCUS =0
-0.105 4™ -0.070 4| -0. 048 8 *** -0.057 5 0.0229
ACCEPTANCE
(-2.8918)|( —2.1328)|( -2.7465) (-0.7987) (0.334 6)
0.006 8 -0.006 0 0.003 6
MEDIA_FOCUS
(0.2236) |( —0.2229)| (0.268 8)
0.088 4** | 0.077 8** | 0.058 5**
ACCEPTANCE x MEDIA_FOCUS
(1.9865) | (2.096 1) | (2.3260)
-0.088 7 0.046 6
MEDIA_COVERAGE
(-1.32038) (1.0832)
-0.004 3 -0.169 8***
ACCEPTANCE x MEDIA_COVERAGE
( =0.050 4) (-3.1099)
s 1.468 07 |1.697 4™ | 0.752 9™ -0.0254 -2.153 4"
GEiel
(2.1505) | (3.0245) | (2.53438) (-0.0279) (-1.8237)
FEi A B Pl eyl Pl Pl il
Year Indusiry Fl Firm = = = = =
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Market reactions to management’s responsibility acceptance: A perspective

of internal control weakness disclosure

ZHANG Xiao<zhe, ZHOU Xiao-su, DU Ya-guang
Business School, Nankai University, Tianjin 300071, China

Abstract: Based on trust repair theory in causal attribution dimension, this paper examines the market reac—
tions to management’s responsibility acceptance using data of listed companies in China which had material in—
ternal control weaknesses ( ICW) . The results show that management’s responsibility acceptance increased the
perceived responsibility and invited investors to blame management for ICW, thus experienced negative market
reaction. It is found that management’s responsibility acceptance had more pronounced negative market reac—
tion for firms with more serious ICW and more financial report-related ICW. Furthermore, the rectification of
internal control weaknesses and media coverage significantly reduced the negative market reaction of manage—
ment’s responsibility acceptance. Besides, although management’s responsibility acceptance had negative
effects on securities market in the short term, it facilitated information transparency and reduced future stock
price crash risk. This paper has important implications for understanding the role of management’s responsibil—
ity acceptance, and provides certain theoretical references for deepening the internal control system reform and
improving the supervision of relevant department.

Key words: internal control weakness ( ICW) ; responsibility acceptance; market reactions; management

explanation; trust repair



