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Abstract

Internal control regulations have already been implemented in several countries, including
Japan, to address the importance of financial reporting not only as an output but also as a
process. Therefore, determining how internal control affects financial reporting is an important
research question.

To promote timely financial reporting, we must understand the factors that synergistically affect
financial reporting timeliness. This is due to the fact that the importance of these factors is high,
as the degree to which the combination of both factors determines financial reporting timeliness is
relatively large. This study focuses on earnings announcements, where timeliness is more
important than other types of financial reporting, to identify firm characteristics related to internal
control systems that synergistically affect earnings announcement timeliness. Based on previous
studies, we focus on the interaction effect between a company’s proactiveness in establishing
internal control systems and its perception of the importance of financial reporting in establishing
the same as such firm characteristics.

The empirical results show that the two aforementioned characteristics have a positive
synergistic effect on the timeliness of earnings announcements. Furthermore, these two corporate
characteristics contribute synergistically to avoiding untimely earnings announcements more than
45 or 50 days after the fiscal year ends. In addition, they contribute synergistically to make timely
earnings announcements within 30 days after the end of the fiscal year, which is considered
desirable in practice, or within 45 days after the end of the fiscal year, which is considered

appropriate.
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