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COSO has been a long-time advocate of more effective and efficient internal control
in all organizations.This is true whether the organization is large or small, private or
public, governmental or corporate.Research over two decades shows that organizations
with more effective internal control and more effective risk management are more likely
to succeed in accomplishing their objectives.

Over the past decade, COSO has been recognized as the leading framework effective
internal control.It is important to recognize that internal control is more than just controls
over financial reporting.It also deals with a company’s operational and compliance
objectives.Internal controls exist to mitigate the risks that would affect any organization
in achieving its objectives.Thus, internal control also relates to the efficiency of an
organization and likelihood that an organization will achieve its objectives.

In this book, Mr. Hong Wang is sharing his research on internal control around the world
with special insights to the continued development of controls in China.The book provides
insights on the evolutionary of internal control and how it might be implemented in different
ways to accomplish the objectives of an organization.He recommends a “principles-based”
approach to internal control. We believe that readers of his report will also find the following
COSO guidance to be helpful:Internal Control over Financial Reporting:Guidance for
Smaller Companies(available at www.coso.org).Although written for smaller the Public
Companies, principles developed in the guidance are applicable to all organizations.

The book should be useful to all organizations as they should be interested in
implementing good internal control.China is a world leader in commerce and its
organizations will benefit from the research performed by Mr. Wang.I recommend the
reading to all interested in good internal control.

Chair, COSO
July 7, 2008
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