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Prior research and governance stakeholders from practice have emphasized the importance of the audit
committee chair in ensuring the effectiveness of audit committees. However, there is limited prior research
on the association between audit committee chair characteristics and the quality of the financial reporting
process. The purpose of this study is to address this gap. Specifically, we examine the role of audit
committee chair financial expertise and status in enhancing audit committee effectiveness and achieving a
high quality financial reporting process. Based on a sample of 3,824 public companies over the period of
2004-2013, we find that AC chair accounting financial expertise (AFE) is associated with lower levels of
absolute discretionary accruals, income-increasing accruals, and internal control deficiencies; and higher
audit fees. We further find that AC chairs who are AFEs and have high status constrain earnings
management when accruals are income-increasing. We also find that audit committee chairs with
supervisory financial expertise (SFE) who have high status are associated with fewer internal control
weaknesses. Finally, we find that AC chair status is positively associated with higher audit fees, indicating a
demand for a higher level of monitoring. In particular, the positive effects of AFE and SFE reported in prior
research are found to be the result of such expertise residing in the AC chair and not in the rest of the AC.

The implications for practice, research, and public policy are discussed.



