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Variable Mean Median Std. Dev. Mean Median
Std. dev. Wilcoxon
(z value)
Independent Variables
AUDCOMM 0. 215686 0. 000000 0.41539 0. 470588 0. 000000
0.50410 ~2.6939™" %INDEP 0. 296591 0. 285714 0.11333
0. 274096 0. 272727 0.09511 1.0514" MEETFRE
9.607843  9.000000  8.000000 7.627451 7.000000 3. 01967
2.5681™ Control Variables
BODSE 9.078431  9.000000  2.13395 10. 11765 9. 00000
2.43842 -2.5134™ %EXEOFF 0.177186 0. 166667 0. 11860
0. 225646 0. 222222 0. 14742 -1. 62217 CEOCHATR 0. 098039
0. 000000 0. 30033 0. 156863 0. 000000 0. 36729
-0. 8806 STAHLD 0. 549020 1. 000000 0. 50254
0. 843137 1. 000000 0. 36729 -3.2090™ %STASH 0. 344100

0. 398900 0. 25558 0. 449604 0. 503200 0. 23399



-2.2531" SUPVMEET 3. 860000 4. 000000 1. 95886 3. 705882

3. 000000 1.93178 0. 6425 LEVERAGE 1. 052957 0. 654609 1.63447

0. 462677 0. 486279 0. 16773 4. 0892 TROUBLE 0. 462677
0. 486279 0. 16773 0. 156863 0. 000000 0. 36729
6.5040 " GROWTH 0. 195810 0. 134859 0. 28827 0. 132249
0.129416 0. 14357 0. 7094 ROE -1. 03178 -0. 11516
5. 31256 0. 047202 0. 061811 0. 08390 -6. 1110™
AGELIST 6.823529  6.500000  2.19049 5. 000000 4. 500000
2.61916 3. 4999™ % Statistically significant at less than

the 0.1 level based on one— side tests

sk Statistically significant at less than the 0.05 level based on two-side tests.
stk Statistically significant at less than the 0.01 level based on two-side tests
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Logit Regression Results for test of Hypotheses for a sample of 51Fraud Firms
Matched with 51 No—Fraud Firm
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es Hypotheses Predicted Sign Estimated Coefficients  Standard Errors

Chi-square Independent Variables

AUDCOMM

3.5533"

H1 -1. 7898 0. 9495



%INDEP H2 B 3. 8245 .0734
0. 8815

MEETFRE H3 B 0.1136 . 1073
1. 1205

Control Variables

BODSE Control none 0.0473 . 1744
0.0737

%EXEOFF Control none -5. 0542 . 4932
2. 0935

CEOCHAIR Control none 1. 8989 . 4989
1. 6048

STAHLD Control none —4. 1655 . 6679
6.2371™

%STASH Control none 8. 7726 L2777
7.1636

SUPVMEET Control none 0. 0142 . 1900
0. 0056

LEVERAGE Control none 2. 5140 . 8002
1.9503

TROUBLE Control none 2. 8578 . 1510
6. 1647 ™

GROWTH Control none 5.9139 . 2610
3. 2890

ROE Control none —7.3420 . 1251
5.5197 ™

AGELIST Control none 0. 0494

0. 1663 0. 0882 Model Statistics: —2Log Likelihood=141.40: R*=0.5690 (14 degree of

freedom) ; Somers’ D = 0.910

*% Statistically significant at less than the 0.05 level based on two—side tests



sk Statistically significant at less than the 0.01 level based on two-side tests.
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Research on Supervision Effect of Audit Committee and
Independent Director: Evidence from Financial Fraud

Yang Zhonglian, Yin Zi

(Institute of Accounting & Finance, Shanghai University of Finance and Economics, Shanghai 200433,

China)

Abstract: This article mainly discusses about the supervision effect of independent director and
audit committee that have been proposed by Chinese Securities Regulatory Commission since
2001. We empirically examine and match 51 financial fraud companies using data gathered from
shanghai and shenzhen stock exchange markets in the period 2002-2004. Our findings show that
the supervision effect of Audit committee is more significant than that of independent director.
Thus, we give policies makers some recommendations for reference in this article.

Key words: Audit committee, Independent director, financial fraud
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