- FUERER. MEkESS
ARRIBMNE
—HEFrhEEE T ARRKIERT

SABANSIFAAN, NEIBUKONGZHI YU
GONGSI ZHILIXIAOLU

B %/ F



U, AERES5
N AT

—E& T E#RE EH AR RIERLE

SABANSIFAAN, NEIBUKONGZHI YU
GONGSI ZHILIXIAOLU

&/ &

) EEEFR S KSR
N



14%

EH#EWS% B (CIP) ¥

BEPESTR S PR 5 4 RINA BEASCR - 2 T P R 58 B8 W] RO SRS
Ko/ Bisted . —Ibat HHEPAYE M 5 K i ildt:,2010.9
ISBN 978 -7 -5638 — 1841 -9

I.Og# 0.0k . OAFR—MIEE—HI
IV. DF276.6

v [ A B A3 CIP $ida A% 7 (2010) 25 130226 5

FEHHTER  APESH SARRERE—ETRERE LT ARKNEZIERE

HAREZTT BEEET A S KFE AL

o Hb JbEHEIRHXLLE (HR%E 100026)
(010)65976483 65065761 65071505 (f£H.)
http ://www. sjmcb. com

publish@ cueb. edu. cn

2 EHAEE

R T K RO R HEAR 5535
e o FR AN A IR FTAL 2 )

787 ZK x960 ZK  1/16

244 TF#

12.'75

2010 4£ 9 A% 1 JisE 1 WEDRI

ISBN 978 —7 —5638 - 1841 —9/F - 1052
26.00 Jo

it
B

FG&EE‘N}:H%?@WIHEI
8
S HFREEHBIERES

BHEEFREDE, FHARBR
B E SRBR



F B
aurEerrzeenn (|

(FHRIFEE NBEFHSAARERE)RRRASKERRERS
LSRN —HEE, A(FENER ABER LA RBERE—RETHE
X ETARWLIERR)IS X HR XA, EHRAACER
AT EIEE AR T %, ERET FELERTAA NG NEEARERK
A KBRS P ADRAR KRBT AR SR, AP R A
ABRENARERBTAINEREH, FE, XFTHALTHEAER,
FHARBEXBRN EELBENF ARG T ARHH T

hHEERERAACHARE T EERABEF  AF B EERUREZEMN
SBB, MG A % 0% M B JE 247 AR Tobit A B & MR R %, F &
B g R AT de AR KBy b B AR b AL R B A ] W A A, B 2000 E
2005 AR & L WA H AR, AT EIERT R RAEBMKEEARERE
HABRKANBRETAURRASCLEZR=THENERART T HERR;
THARQAREEALTHAR R AEXEMAL A BT ETHA
A UEEFRARPERFAREREEZEANRERE, UFE —ABREKH
BB F2~5 KBARBRUAZT BAACHRR X TEFKRER
EREZENENRE FFEFQQ2VWARAMNFEELA REREF T
ZREEBORTEN =4 G 0B & BB X 3 Ak 1 7 8
BECHEREENAFANBBENKT, UXKRXZPBERBER L A
BEREBRBEARNRETH, WERFREEZMER R EES L SR,
AANERAEREMS R BN T B, A RFHESEER A BERENY
u DA B b T 4w b B A B B R AR SRR .




ARRGET oSk B IR A B M R B O 96 T IR A RO
ShET kg EREARE N E LG ZREE, A - NEREX:

E— N TABEBHELV AT EEN - NERARTF L, RET Y
B S EABER ARG RN, X ENWE R AR RN, B AR
WHEFTRNAFE R, AR ETERNBERRRER, b W BH N H
BHAREZ R 2R (DL AHEHERME) (b A #HEHREAE)
Riew, BERkEHFOUBET A EH b, LEIERF RS AR IIE 7
XGREE-—FAH LTAANHXER, #—F HRALTLHTER
ERBERINER, A, P EEMS TR E R EE(S LN HE
FHIEHAE), AAH LY ABBHIFNR T R EEMARER TR ARE
5%%.

Ao W BE#RBUEERE RERERRRGATH AN RKAERE,
FRERELREFRFER, EEHAHB 2T RNEANRAREFIANE
EAH, ERELER, 2 ENWE T REERD REFA, R ik
EREFMEIARFWNHR, KETUR S wBEF AT W E T AL
NHEH AR EERRGEE T BN ST, 5 A XH R AR
ZE mAFAEA, NTTERE ¥ ABERHRETHANEN, WRH.E
FZGEKS RRFT A LR BB A A R e T 4098 R A K R A

B, A H ot b v 3 o e R A 3 e g e 1 B KT
hEHEn AR, AR T ORRAANRBER A LS MRE R E
EL KREP KBHNH RS AEREHEER WA R QBT H
AR B A A, T LR B RS AR R AR T R ROR R R A,
MATERALLHEEREMBR, AAM K E LI FRUKS L EFEK
T LRI, RISV ETABERAKKREENR, CEEEKKE
B CHENFA A EDF EEFRERGETEENZENSE,



W =

ZRBEE R FEREABRAEFCR THFERAFEONRITLHF
WRAEEGNER R EEESE 2002 47 A@ET (2002 £ 2 KA
7 4 it sk E fo B Y k3 3 £ ) (Sarbanes-Oxley Act of 2002, J& f # 7% 32 5
EE) MUZARPEAFWES ., PRI ERARERL X ETAT LKA
HIBERHARBHAR FEEEALARBELFA, FIHFENAH
AR A A AE, PEEMT R B 2002 A LHEAS, RE W
IHEMFRAATAE, AT ABEH AERERIARE, AALEARE
BAR U, KRR NREWREAT ARG KRR —ER
RELYRASFEENMEE R

FRFAUEFBMGREE T~ AEEEAN, FEHFERCE
TRARWFEREELCVH AT LE MERE FIHEHE, AXAT
R ETARERT RBERB KT, WA LFEH A FFERSE, R
R EHERSE, TIAN, I A BBRHERLLTAAFRRT ER
BABRTHTHERALAINH TEHR A EEY W RAATERA A
ABERE, LAOHL, FHRMERCEERT T 45, BEFENEREX
£ b B o HE R R AR WA DA R B E SR A b B aR AR BT R, 1R R
AXFHE N, RHFANEAFERIE T 55 JE 5 3 5 o 3k B0 5P B DA
BAREA AT BERENRACA: —RFANEZEERAARLIARE
HOREEHRTARBHARFRRTLEANRERS; —RFEHER
WA ERR AR T DNEENRET A ZRFEEFERRART
HETRADS LGRS E W,

ABRANCE DN A LEE BN WFRT =, FREFES R
AT G B EAWRIE R AR AR P AR o B AT DR A b B 4%
¥o Hh,BRAAEHAR T EHMRNBEH AR BEERURZRBEHAK

w1



Bio MJE B % 704 ¥ 18 JH AT LA K Tobit 4% A & MR AT LR, S A B
PR AT e AL 30 o b B fE b b 3 b N E B 4 AR AR, L2000 E
2005 4 b % FHANE N MAEA, A EEST R A BREEARE R W
FIABRANRETHURRASLGK =0 RKAATIHERE, €L
THAADQNREENETH AT MEARAEXEFMAM A REFTHAF,
MEERARMERFAREEREEARERAR, U —ARKF &L
Bl % 2~5 AKBRAFRUAZF BEACHRER A TEFKEETRER
ZENENERE EFEFLL VAR K ABEFLA ZEREFTIHER
L AFEBEHNZABEHNRMEFUR DA ROAF REZSHEK
REBAAAWBEXT, UXKXZRERBEATE 5 HEEEBRBER
WREAT N, MR R BEFREEFREREEL L WER, 2B R
REMEEBAN T R A RFHRYEEX LA RBRENY WAL LT
o7t 4h B B kRSB

EFEEHEENELEARERAY WY T, AH XA & —, FREM %
EWAR, B TRHELTAAZAZEERES, S EFTAAMM,
FRTRNBER BT NR IR EAAR WATEEREARENRE
BERd AR ENTERER, BL, €EERD THEARENFIN; F =, 5%
Wk EmAE, e E LT AR HL RXLTARANGEEENRER,
NARBEEMB) TRAZECEAT  RALXABEKE., KT,
ETHA ETHIESBE N R B EERS , BEFEEHF AR X LT
N REBARBAAWKEREEE® TERAX LFT A,

EFEEHEEMAARANRET A T E, R FNER L LA K
ERTFEEHERNOFA AN ERBEEAARKXR L “WE" LT
ANFWATH, ERLETAARERBAL AN EMTHR T K5 B
XB HBAARBR S AN FAARBERFMIFURERBEAN T L E
RETABERK, XA LA EWAERBR EXFRPERUR K G &
R ELRGET AR LIERREKE

EFERFEERALCVZR T T, AFFREAL:F —, FREIERM
i, 5EMEETAAML AELTAAAEREEALHBETE, A
- ABREAFRLH F2~5 ARAFRUAZ T RAAHFER EF

e



KENTARKR-BREE(EUEE) FEEFLLUAK A BEFLA.
WIE R SRR ) DUR b S T MR B R, R A
EARBEATHEREE FAAREY, £, A EL REXERS
MR, BE ST o S B A S A 9 R, AT T DL A AL AT
Yok E W, B A S W S

BERE AP HERH A EAAAAEREN Y HRE T EDES
RARIEE, 7 E, ELAEATAE, UEARABREHEER T 55
AR, R T BT ARE R AR A BR N RE TN, R T KR
ERMERATBEYE, RARET SV ARNRA, EER L, AHE
FAB T R b AT MR, RS LA R R
ALBAE TR M b A B A A, B A T R K A
X, BT AL AR AR AR D S, B — T, A K B AT
BETIH NTHEET REAA RE T AT N BERE, FH, %Y
R AU R BRI B R — RAI X B G HET b H
AN AT AR L E A R R 2 B R R A R B R B AR
X5 HEATRBRS H AT HEFEF AR ERBA YRS 5 A%
FHEERMK, XRAMHBEL R RRERPERNR S oS
BARGET AN LR R R,

KH WA 2R AE T ,

Fh RBFRLI, FEI Lk E WA, BN SKA, B T
EEEEHATWEERE, KBUFEARE ETATAFRAK, BF
WET AT N R AR, R BN E W R E R, BB
FWMAERARATHNREN R LN EHE R RRARER AT
GEREEHENKER AT 0, REN RN RS A BE W AR
BT A 2 W

KRB KA FWA, N FEE % R EREE AT Rt
T AR A BB AR, TR T AR, A% AR
REE—BRREA AT BE RS LA T WF R T A%
%o BAEHALE: B — ARNADBHFMEENAARELNMA T B5
RRENBAGHBRAH 2 A Y ORE, A0 TREEEANRER

@



Ko B, RABFRRIA, £ T L 30 005 Fn 5030 96 2 0 BT, 9 3E S8
ERWEE FRALXLETAIAABRDP TAREEALTAA R &K
RS, ARREEFRTEAXETAR, AR F BBBAAA LA #
BWE" TN RUARAXKBEN RS LRF " HARGETALZN
o

BRALFRRAL, FRFERPAE  BX X EZELRETER
WRYP , AFSBAHEEARPHARATRANRE AT ARMKET
43k 553K, 4 LLSV(1997) \Dyck (2001) x TR H K B F ALY HRY
HWERRGETAHENIEE, ATRRELVGRARAZE R AR BE
TR, AHARBEREAX LW FEREFEXRMANEHF QUK %
HAREH BN W EM L, AT AR BERE, ERRI, X33 MER
WARRBKFEET M, TR T 54 £ W s e BB, A A A 36 E A
FRA A BRI S W GFHRARARYE T EERE

R, FRENFABENEENE R, AFELEITMH IR T,
BRAWNBRREEREE ok, BT B 0 A ML, AR R
ZRAHERHRENS,

RZ,AFRBTFEGFERVUQAARERENERBRBEZRE
o FPHEFERENER ERAXLTAARBLRTARENERURT
ENFRBLHR ALERERG T AANEERE, SWRET L KKH
&8

ERA: FHRFER FEALT ABER AFRE



Abstract

Confidence of investors was heavily destroyed by a series of business and ac-
counting scandals, such as Enron and WorldCom. It made the US Congress pass
the Sarbanes-Oxley Act in 2002, clarifying that listed companies of USA must set
up effective internal control system, declared by managers and verified by audi-
tors, aiming at protection of investors. But has corporate internal control and gov-
ernance got better as the legislation originally expected since the implementation
of the Sarbanes-Oxley Act in 20027 Does management back off from manipulating
earnings through affiliated transactions and reduce the practices of tunnel-digging
practices?

Answers to these questions varied among financial and accounting communi-
ties. While some researchers give the Sarbanes-Oxley Act the credit for the active
response on improving the capital market and public companies in corporate gov-
ernance, financial reporting and auditing. Some scholars remain negative about
the Sarbanes-Oxley Act, saying that what its regulations impose huge costs upon
public companies without improving their internal control, corporate governance
and profitability. Till now, the Act has been implemented for over five years. To
clarify the improvement on corporate governance by the Act and to verify the
effect of law batch on listed oversea are main drivers of writing this paper. Three
aspects to study the effect of law batch on improving corporate governance effi-
ciency are as follows; first, the Act requests internal control efficiency to reduce
representative cost; second, how compliance of the act reduces practices of tun-
nel-digging; third, whether it improved business performance.

The author, starting from both theoretical and empirical approaches, exam-

ines the role of Sarbanes-Oxley Act in curbing their tunnel-digging practices and
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affiliated transactions, listed companies’ internal control and corporate govern-
ance, tunnel-digging practices and business performance. First, theoretical re-
search was used, to illustrate internal control, corporate governance, law and fi-
nance theory, law batch effect. Second, multiple linear regression and Tobit
model were used, under research assumptions, taking Chinese public companies
of similar size and within the same industries as the control sample and Chinese
companies listed in the US stock market from 2000 to 2005 as the experimental
sample, the author continued with an empirical study seeking to reveal the impact
of the Sarbanés-Oxley Act upon corporate governance, tunnel-digging practice,
earning quality and business value as well as its influence upon the capital mar-
ket. Dividing listed companies into only state listed company and only US listed
company, using management fee ratio and total turnover rate to measure repre-
sentative cost, using top shareholder ratio, top 5 ratio, present ration, whether
director is manager, size of board, frequency of board meeting every year, exter-
nal director ratio, whether has audit committee, salary top 3 ratio to constitute
corporate governance complex index. It can measure corporate internal govern-
ance, tunneling practices by affiliated transaction, dominance shareholder occup-
ying. Net assets return ratio and total assets return ration are the measurements of
business performance. Single and multiple variable methods were used to examine
the Act effect on corporate governance and law batch effect varing from different
listed places for foreign companies.

In terms of improving business performance, the major findings in this paper
go as follows: First, in the wake of the Sarbanes-Oxley Act, Chinese companies
listed in the US stock market have established and implemented efficient internal
control mechanism, with increased efforts made to strengthen the board of direc-
tors governance. There exists noted difference between Chinese companies going
public in the US stock market and the domestically listed ones in the stake held
by the biggest shareholder, combined stake by the second to fifth largest share-
holders, shareholders’ meeting attendance, concurrent holding of posts of board

chairman and president ( virtual variable) , size of the board of directors, board
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meetings held each year, proportion of external board directors in all, and audi-
ting committee ( virtual variable) as well as the composite index encompassing all
these factors after the Sarbanes-Oxley Act was implemented. Second, by pushing
US-listed companies to establish and implement efficient internal control mecha-
nism and therefore increasing the relevance of accounting information in evalua-
ting and measuring the effort on the part of the management, the Act increased
the transparency and reliability of accounting earning information.

To summarize, based upon a thorough review of the impact of the Sarbanes-
Oxley Act upon the tunnel-digging practice by controlling shareholders, the au-
thor proved both theoretically and empirically that the Sarbanes-Oxley Act is ef-
fective in curbing the tunnel-digging practice by controlling shareholders through
affiliated transactions, as evidenced by the considerable decrease in the goods,
asset and equity transactions among related parties. Additionally, there is less
impropriation of funds by controlling shareholders within public companies. The
empirical analysis in this paper validates the binding hypothesis, investor protec-
tion theory and the “law and finance” theory.

The book comes up with new research findings and results as follows:

One, the book discovers that, Sarbanes-Oxley Act influences the governance
efficiency and business value of the companies listed in the US stock market by
improving the capital market and product system and public governance.

Second, in a new angle of view, outward regulation institute requirement on
designing and implementing an effective internal control system pushes the im-
provement of enterprise governance. Further more, research conclusion provide
testified evidence for the Tunneling behavior of the control shareholder. There are
two key findings, one is that the difficulties enhancement in economy resources
transfer between insider and outward investor can effectively restrain tunnel the
listed company; the other is that providing beneficial attestation of that tunneling
could result in the enhancement of the fund raising cost and recently arisen Law
and Finance theory.

Third, as Sarbanes-Oxley Act enacted, investor’ s right is strongly protected
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by law because the Enterprise value is increased due to the improvement of out-
ward and internal governance. That provided beneficial evidence for the research
by LLSV (1997), Dyck (2000) on the investors’ protection degree influence
enterprise value. In order to attest that the improvement of enterprise performance
is whether brought by the improvement of corporate governance, I design variable
of whether be on listed in US, the year of Sarbanes-Oxley Act enact and the mu-
tual variable between them. Their coefficients were all influenced. In hence, that
shows that the improvement of enterprise is brought by the improvement of corpo-
rate governance. In addition, that provided beneficial evidence for that the corpo-
rate could improve the enterprise value and its share price. So the compliance of
Sarbanes-Oxley Act effectively improved the outward and internal governance en-
vironment by means of restraining insider earning management behavior. So infor-
mation disclosure was improved to a greater extent.

Forth, considering the internal mutual relationship among variables, I add o-
mission important variable and use settled effective regression etc to control the
influence by it. So the conclusion of my dissertation is more convictive.

In conclusion, that dissertation research provided beneficial theory and em-
pirical evidence for the Act positive effect on corporate governance. Compliance
of USSOX make listed companies on US must design internanl control system and
improve governace environment effectively. Furthly that accelerated improvement

of those companies’ performance.

Key words: Sarbanes-Oxley Act Cross Listing Internal Control

Corporate Governance
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